
Hon. Bruce Ralston M.L.A.
Minister of Energy, Mines and Low Carbon Innovation

Re: An open, fair, and independent framework for the BC oil and gas royalty review

Dear Minister Ralston

We are writing to you because we understand that your Ministry is planning to undertake the
review of the provincial royalty regime for the oil and gas sector, including fossil fuel subsidies in
the form of royalty credits. This review was promised in your party’s 2020 election platform, and
responsibility for conducting it was delegated to you in your mandate letter.

We want to take this opportunity to urge you to make this review as robust and transparent as
possible. That means that this review must include meaningful opportunities for the public to
participate. It must be informed by independent experts who do not have ties to either the
provincial government or the fossil fuel industry. We also encourage you to consider making
intervenor funding available, so civil society organizations can retain independent expertise.

In keeping with B.C. Declaration on the Rights of Indigenous Peoples Act it is also important
that Indigenous People, especially those whose traditional lands and waters are impacted by oil
and gas extraction, are afforded the resources they need to be full participants in the process.

Most importantly, the royalty review must be fully transparent, so British Columbians can have
confidence that the royalties that oil and gas producers pay, and any tax breaks they may
receive, are set with the interests of the public in mind, not based on the demands of the
powerful fossil fuel industry lobby. While we acknowledge that the industry has a role in this
review, its participation must be in full public view, without special access or consideration.

This review comes at a critical point, as our province struggles to meet its climate targets, and to
set a path for the economic transition that those targets require. Premier Horgan has made
CleanBC a government-wide priority. In that light, we believe that the outcome of this review
should be informed by the recently adopted oil and gas sectoral target of 33-38% reduction by
2030. We also believe that the royalty review can and should be used as a tool to help achieve
that target. One way to do that would be to include the idea of a climate royalty surcharge, a tool
which adjusts royalty rates to account for climate damages and carbon budgets.

In light of the following, we believe the need for a complete overhaul of the current royalty
regime is both compelling and long overdue.

● Natural gas royalties have collapsed while natural gas production has continued
to grow. Royalties paid on gas production and leases of Crown land, generated record
returns to the public of $3.7 billion in 2008/2009. They have declined steadily since and
averaged just $150 million per year since 2015/16. By contrast, BC’s gas production has
increased substantially in recent years, up about 84% in 2019 compared to 2007.



● In 2019/20 provincial fossil fuel subsidies were four times higher than the revenue
from oil and gas royalties. Coming to just under $1 billion which represents a 79%
increase since the NDP took office.

● Due to the BC Government’s excessively generous Deep Well Royalty Credit
subsidy, companies will pay $2.6 billion less in future royalty payments. This
means far lower public revenues for future generations. We believe that there is no
longer any economic or public policy justification for the continuation of this massive tax
loophole.

● The government's policy on royalties and subsidies is not in line with its
commitment to CleanBC. Currently, oil and gas activity produces 20% of B.C.’s
emissions, but contributes only 3% to provincial GDP, and represents just 0.5% of jobs in
the province. The government's policy of low royalties and high fossil fuel subsidies is
one of the key reasons we are not on track to meet our climate targets.

Openings to make systemic change, like this royalty review, do not come around very often. The
provincial government has both an opportunity and a responsibility to get this right. That is not
possible if civil society organizations, like ours, and the general public, do not have confidence
in the fairness and transparency of the process. This is also an opportunity to demonstrate your
commitment to foundational principles which your government claims to be built on, including
lasting and meaningful reconciliation with Indigenous Peoples, and seeking a better future
through fighting climate change.

In closing, we urge you to start the review process by creating a framework that is open, fair,
and independent. Anything less would squander this historic opportunity.
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