
The BC Government is pulling out all the stops to get an
LNG industry started in BC. Contractual concessions,
which it plans to provide to proponents of liquifaction

plants, shipping terminals, pipelines, and drilling and fracking
contractors, are generous—to say the least. 

The government even agrees to arbitration over
compensation for increased costs that may arise from
anything a future government might do. While it is a
well known principle of government that today’s
government cannot pass legislation that binds
a future government, the BC Liberal
government plans to evade that rule by
signing a 25-year agreement to compensate
the first of the LNG proponents, North
West LNG, should a future government
change the rules or the rates, thus causing
a cost increase that discriminates against
North West LNG.

These arrangements must be ratified by the
company (which is currently not required to
commit to go ahead with the scheme), despite a
special summer session of the Legislature having been
called to pass the  necessary legislation.

The government has reportedly asked that plant
construction start before the next election.

What Compensation Is Covered?
Compensation covers any increase in the LNG income tax; any
imposition of a new income or capital tax that applies exclusively
to LNG; any reduction in the natural gas tax credit; any
adjustments to the carbon tax that applied specifically to the
LNG industry; any future changes to the GHG emission
standards, compliance mechanisms, or the existing GHG
incentive program.

How It Works
Any changes in these arrangements made by a future government
trigger an arbitration procedure (which will be under Canadian
law) to decide what compensation would be payable under the
contract. There is a threshold included in the arrangement, such
that arbitration cannot be triggered if the amount is less than $25

million a year, or $50 million over a rolling five-year period.
Other Provisions Of The Contract

It is usual for contracts of this type to cover the use of local labour
and materials, training, co-operation with government and
regulatory bodies, First Nations relations, infrastructure
provision, other government tax rates, etc. In this case, there are

few actual requirements of North West LNG, but
government commits to consultation and co-

operation with North West LNG on First
Nations engagement, federal and
provincial regulatory agencies,
environmental assessments, filling job
openings, particularly education and
training requirements, local property
tax rates, and infrastructure
provision—roads, airports, hospitals,
policing, and schools. The government
claims an understanding with Ottawa

that British Columbians and Canadians
will have first call for jobs.

Greenhouse Gases
The contract anticipates that the liquifaction process will

be powered by natural gas turbines on the site. This operation,
together with pumping stations and leakage from the fracking
operation, wells, and pipelines, could use up to an estimated
20% of the gas extracted from the natural gas field. The resultant
emissions from similar operations comprise both CO2 (from
combustion) and methane (from leakage). Significant quantities
of both of these gases count against BC’s GHG totals, and would
make it impossible to meet existing GHG targets, let alone
tighter targets in the future. Yet this contract would require that
the company be paid compensation for any reduction in
permitted GHG emissions.

In fact, total GHG emissions from leakage, transportation,
and liquefaction in technologically similar situations have
reportedly matched GHG emissions from coal-fired electrical
generation. BC would be unable to participate in any agreement
between provinces for GHG reduction, without compensating
North West LNG.
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Extraordinary measures to get an LNG industry going
Patrick Brown

‘While it is a well
known principle of

government that today’s
government cannot pass

legislation that binds a future
government, the BC Liberal

government plans to evade that rule
by signing a 25-year agreement to

compensate the first of the
LNG proponents… ’



The North West LNG Company
North West LNG is led by the Malaysian national petroleum
company, Petronas, and the group also includes SINOPEC, The
Indian Oil Corporation, and the Japan Petroleum Exploration
Co. Petronas reports directly to the President of Malaysia; its
financial figures are not disclosed.

Others Close Behind
Next contract up is expected to be LNG Canada, led by Shell,
and including KOGAS, Mitsubishi, and Petro China. Their
proposed site is near Kitimat, on Haisla First Nation land. They
have recently applied to the National Energy Board for a 40-
year export licence, to replace the 25-year licence that has
already been granted. (The Canadian government recently
amended the NEB Act to enable the issuance of 40-year export
licences.)

Meanwhile, back in Howe Sound, plans for the development
of an LNG liquifaction plant and terminal at Woodfibre have
been set back by the imposition of 18 conditions for approval by
the District of Squamish, and 25 conditions by the Squamish

First Nation. Squamish First Nation’s first five conditions
include more information on Woodfibre’s proposed seawater
cooling system; avoiding the Skwelwil’em wildlife management
area; relocation of the FortisBC compressor station to a site that
poses no risk to any First Nation members living on any
Squamish Nation Reserve; Squamish Nation members to have
access through the Controlled Access Zone of the project; and
insurance coverage that would cover risks of personal loss or
injury for Squamish Nation members in the event of an accident.

The District of Squamish, at a special meeting, passed an
amendment which indicates the district’s lack of support for the
project. The district also raised questions about the seawater
cooling scheme, and underwater noise that might impact
marine life. Other concerns included the socio-economic impact
on the projects, and further research into the impacts of
hydraulic fracturing.

An on-the-water demonstration against the proposed LNG
plant, led by ‘My Sea to Sky’, attracted three dozen watercraft
on July 11 for a tour up Howe Sound and around Bowyer Island.
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