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To whom it may concern;

BC Nature, an organization of more than 6000 naturalists in more than 50 clubs across BC, is
grateful that the B.C. NDP is taking the first step towards eliminating fossil fuel subsidies
through the Natural Gas Royalty Review. We support ending the complex web of drilling credits.
BC’s gas royalty system requires a total overhaul.

We are gravely concerned about the impacts of continued fossil fuel extraction in B.C. Ever
expanding gas production pollutes local ecosystems and groundwater, harms human health,
undermines climate action, infringes upon Indigenous rights. Ongoing subsidies and tax breaks
for fossil fuel companies incentivize fracking, gas pipelines, and LNG export facilities that are
not economically viable without these massive public handouts. The current royalties system tips
the scale in favour of fossil fuel production rather than the sustainable energy infrastructure
required for a healthy future.

In response to the options outlined in the BC Royalty Review:

Any modern royalty framework must put environmental protection — especially the need to
reduce carbon pollution from the burning of fossil fuels — ahead of public revenues or economic
development. Without healthy ecosystems and slowed climate disruption, money will not help us
secure a sustainable future. Royalty rates should reflect the societal costs of climate impacts. The
public is currently paying for the carbon pollution these companies and their fossil fuel products
create.

Of the three options presented in your online survey, BC Nature supports option number one, a
flat rate on production with no capital recovery mechanism. It is unacceptable to place the
financial risks of new drilling and gas infrastructure on the BC public by offering fracking
companies capital cost recovery as in proposal two. We should not take on the risk of stranded
assets as the world moves to reduce fossil fuel use. Proposal three is complex and shifts even
more risk from producers to the public, making it unacceptable. The only royalty structure that
would accomplish two out of the three of the review’s stated goals is number one — a flat
royalty rate on production.

We support a high royalty rate on BC fossil fuel projects that reflects the social, environmental,
and climate impacts of fracking. The government discussion paper notes royalty rates charged to
oil and gas companies have been slashed over the last eight years, from 8.4 per cent in 2013 to
2.4 per cent in 2020 (these rates are 12.5% in the USA). 2.4% is too low to include the costs to
the environment and our climate. We support adding a surcharge to the royalties to account for
climate costs. With the surcharge, the royalty rate should be increased 5% per year starting in
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2022 until it reaches 50%. We ask you to share with our public a positive vision of transitioning
to renewable energy production with just job transition for those affected.

The oil and gas industry employ less than one per cent of B.C.’s workforce. This workforce must
be given supports to transition to clean energy production or other occupations of their choosing.
Providing increasing royalty credits to expand renewable energy production and infrastructure
would help in this transition. As royalty rates increase for gas production over the next 10 years,
royalty rates decrease and credits increase for green energy projects.

One subsidy BC Nature hopes that you will eliminate the Deep-Well Royalty Program, which
was established in 2003 to reward companies using fracking technology. The subsidy created
$7.3 billion in credits which companies can use to avoid paying royalties. Around $3.6 billion
has been cashed in, leaving an outstanding $3.8 billion companies can use to avoid paying
royalties in the future.

The development of this new royalty system must be made in accordance with the United
Nations Declaration on the Rights of Indigenous Peoples. BC Nature encourages the BC
government to develop this new royalty system in full partnership with Indigenous peoples
whose territories are impacted by the extraction, transport and export of gas, and ensure that the
economic component of Aboriginal Title is recognized through the sharing of the resulting
benefits and revenues.

We support a rapid transition to the new system. The March 2022 implementation (government
website) needs to include immediate increases in the royalty rate, rather than a delayed start for
the increases. This transition must also find a way to resolve nearly four billion dollars of
outstanding royalty credits without the province paying out or foregoing the revenue.

The Royalty Review is a test for B.C.’s climate commitments. \WWe are counting on you, our
government, to pass the test with flying colours! We look forward to your response to our
proposals and their incorporation into our new royalty policy.

Sincerely,
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Harry Crosby
President, BC Nature
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