Liquefied Natural Gas (LNG) Status Update

LNG Goal - As part of the Jobs Plan, the government has committed to a goal of 3 LNG plants in
operation by 2020. {Originally the government also committed to working with LNG export proponents
to bring at teast one LNG pipeline and terminal online by 2015. This commitment is not included in the
updated lobs Plan.)

LNG income Tax - In the fall of 2014 British Celumbia met its commitment to put in place a competitive
LNG income tax. The Liquefied Natural Gas Income Tax Act was introduced in the Legistature on October
21, 2014 and received Royal Assent on November 27, 2014, The LNG Income Tax is effective for taxation
years starting in 2017, It impeoses a 3.5 per cent tax on net income from liquefaction activities at an LNG
facility in BC. This rate rises to 5 per cent in 2037. Legislation setting cut other components, including
administration and enforcement provisions, will be introduced in the spring of 2015.

LNG and GHG Emissions - The Greenhouse Gas Industrial Reporting and Control Act also received Royal
Assent on November 27, 2014. This legislation establishes greenhouse gas emission targets that will
make B.C. LNG facilities the cleanest in the world. As well, an LNG Environmental Incentive Program was
fntroduced to provide a pro-rated incentive to facilities as they work toward achieving the established
benchmark,

First Nations and LNG - The Province is ensuring that First Nations communities can participate in and
benefit from B.C.'s LNG opportunity through a variety of revenue-sharing and benefits agreements,

+ In the fast few months, the Province has signed 11 pipeline benefit agreements with 19 First
Nations related to LNG development. These agreements will provide initiat one-time payments
totaling close to $5.1 million, plus additionat amounts as project mitestones are reached.

LNG Proposals - Currently there are 18 LNG export projects proposed in B.C.

» 10 have approved export licenses from the National Energy Boards'z1
5.21

s & LNG Projects have received Provincial Environmental Assessment Certificates (two export
facilities and four natural gas pipelines).

s The Province is working directly with LNG propenents to finalize project development
agreements that will provide them with the certainty required to make final investment
decisions.

s Ultimately, LNG proponents wilt make their final decisions based on economic and market
factors outside of the Province’s control, such as global energy prices.

Domestic LNG Investments - In addition to the export projects, there are 2 domestic LNG facilities
currently operating in BC -S-21
s.21

LNG for BC Ferries - As part of the Johs Plan, the Province is working to grow the market for LNG as a
transportation fuel. The announcement on Feb 2, 2415 that FortisBC will provide up to 300,000
gigajoules of LNG per year for the next 10 years to fuel BC Ferries will result in the reduction of an
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estimated 9,000 metric tonnes of carbon dioxide equivalent per year, the same as taking 1,900
passenger vehicles off the road annually.

LNG-Buy BC — This program was launched in 2014 to ensure that small and medium-sized businesses can
take advantage of LNG opportunities and has delivered 18 workshops, attended by more than 600
companies.

» 100 companies — including 13 Aboriginal-owned businesses — exhibited at the 2014 International
LNG in BC Conference Trade Show.

LNG electricity rate — In November 2014, the Province announced the price LNG proponents will have to
pay for electricity from the BC Hydro grid. The starting price will be $83.02 per megawatt hour, almost

$30 higher than the average paid by other industries — ensuring that existing BC Hydro customers won't
have to subsidize the new industry. An escalator clause will boost the rate to about $97 starting in 2023.

s.21
« Based on these rates, has signed an agreement with BC Hydro to use clean,

renewable electricity for all auxiliary power needed to operate its proposed LNG export facility
ins.21 ‘natural gas turbines will drive the compressors used to chill natural gas into liquid
form).

Natural gas transportation tariff - Government has introduced a natural gas transportation tariff that
establishes the rate for LNG proponents and large-volume natural gas customers, including s.21

s.21 The rate ensures that large industrial proponents will cover the full cost of the new investment and
operational costs to serve them in addition to a portion of the costs of the existing system.
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LNG Environmental Incentive
Program

Deputy Ministers Committee on Liguefied Natural

{285

September 18, 2014
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LNG Environmental Incentive Program
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> The LNG industry is concerned that meeting
Cabinet approved benchmark of 0.16 tonnes

O,e per tonne of LNG wi Il impose costs on their

operations that will affect their competitiveness.

« The Ministry of Environment is proposing an

NG Environmental Incentive Program” to
encourage BC’s LNG industry to ma ke best efforts
to achieve the benchmark and minimize GHG

emissions.
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LNG Environmental Incentive Program
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LNG Environmental incentive Program
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BC’s LNG facilities are the cleanest in the world
Cabinet approved a performance b

0.16 tonnes CO,e per tonne of LNG

» The LNG industry is concerned that the costs to

meet the greenhouse gas benchmark will atfect
their competitiveness.
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LNG Environmental Incentive Program

Discussion
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s.12

° Payments under an LNG Environmental Incentive
Program would be made at the end of the fiscal vear
following collection of corporate, LNG and carbon
taxes. Incentives would be based on actual
compliance costs for offsets or technology fund
contributions.

5
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LNG Environmental Incentive Program

> [NTD: Incentive bar chart goes here]
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* Forecast incentive payments

= [NTD: table of expected facility emissions
intensity and forecast costs goes here]
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ING Environmental Incentive Program
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ivers on Bi S mmms?mem to address
competitiveness.

Incents investment in advanced technology and
rewards achievement of world leading performance.

Would not affect current fiscal plan--no payments
would be made before 2019.

s.12
a5

Legislation is not required.
N@ labour mia’{img legal or cmstiwt'mai implications.
« No First Nations treaties or negotiations implications.
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LNG Environmental incentive Program

s.12,5.13
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isse:
Whether to fulfil BC's commitment to “the cleanest LNG facilities in the world” as it
relates to greenhouse gas emissions by establishing a Greenhouse Gas Benchmark.

s.12

implications and Considerations:
s.12
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Background / Context:

Globally, increased use of low-cost natural gas is increasingly viewed as a positive
contribution to global action on climate change. Jurisdictions such as China and the US
have decided to shift from coal to natural gas powered electricity as a means to improve
local air quality and take climate action, and as a result are seeing significant results in
their overall greenhouse gas emissions. As the cleanest burning fossil fuel, natural gas

also provides a key opportunity to reduce transportation emissions.

s.12

BC’s revenue neutral carbon tax places a significant incentive on LNG facilities to
reduce their emissions however it is not currently high enough te result in a switch to
clean energy. Given that the carbon tax is frozen, and BC is not proceeding with cap
and trade at this time, a benchmark targeted to LNG facilities provides an additional
incentive to reduce emissions by greater use of clean energy, while providing the

flexibility to use offsets to invest in emission reduction projects across BC.

Because BC LNG facilities will be using the latest technologies, even those powered by

natural gas may already be the “cleanest in the world”,

5.12,5.13
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s.12

Australia, will likely be the world's largest LNG producer by 2020, has an industry wide
carbon price in place. With an emissions benchmark, BC would have an effective
carbon price of approximately $23.33/tonne compared to Australia’s $13.85/tonne. BC

would continue to have an “all-in” tax and carbon cost advantage.

5.12,5.13
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Conclusion

5.12,5.13

s.12
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Options:
1 ) s.12,5.13

Pros:
s£.12,8.13

2) s.12,5.13

Pros:
s£.12,8.13

Cons:
s£.12,8.13

s.12,5.13

Pros
s£.12,8.13

O
o
S
7

s.12,5.13
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Fiscal impacts:
$.12,8.13

Policy:
s.12,5.13,5.16

Legisiation:
$.12,8.13

Stakeholder and Citizens:
s£.12,8.13
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Our _.mmn_m..m_..mu on LNG

Our commitment
* Bring the LNG opportunity home
* Create a legacy for all British Columbians

What we can accomplish

* 39,000 construction and 75,000 operations jobs
* S1 Trillion in GDP cumulatively over 30 years

* Government revenue to create a Debt Free BC
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The Challenge:
Natural Gas can be a Climate Solution

* Globally, natural gas a transition fuel to low
carbon economy

* |n BC, natural gas a cleaner fuel for heavy
duty vehicles

s.12
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Current Policy Context

Carbon Tax frozen for five years

BC not implementing cap and trade on
same timelines as Quebec and California

No additional costs on upstream
production

LNG separated from electricity policies:

— 93% clean and renewable
— zero-net emission electricity

10
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Foy, Anne FIN:EX

From: Minishka, Bridget L FIN:EX
Sent: Tuesday, June 18, 2013 4:03 PM
To: Foy, Anne FIN:EX

Subject: RE: PST and LNG

QOicay. Thanks for the info.

From: Foy, Anne FIN:EX

Sent: Tuesday, June 18, 2013 3:57 PM
To: Minishka, Bridget L FIN:EX
Subject: RE: PST and LNG

| have looked into this and have discussed with Paut,
Revenue has done some rulings to date on both MFT and PST application.

The meeting will be to ensure that we have a common understanding of things like: the point at which natural gas
becomes a marketable product and similar interpretation issues.

Cantractors have done a lot of work to date on LNG operations and | do not think there is much further background
research required at this point.

Once each proponeant finalizes their plans (each appears ta be slightly different in terms of operations and plant
configurations) then there may be specific questions on when and how MFT and PST apply to specific stationary engines
or specific pieces of machinery and equipment.

Anne toy
Strategic Advisor
Tax Policy Branch
Ministry of Finance

From Minishka, Bridget t. FIN:EX
Sent: Tuescay, June 18, 2013 3:18 PM
To: Foy, Anne FIN:EX

Subject: FW. PST and LNG

Anne
Have you looked into this at all {or know if anyone else in tax policy has)? If not, t am thinking of getting Micah to assist
with the background research into LNG operatians in conjunction with CTB and the types of inquiries they have received

to date.

-Bridget

From: Goss, Jordan T FIN:EX

Sent: Monday, June 17, 2013 11:37 AM

To: Foy, Anne FIN:EX; Minishka, Bridget L FIN:EX; Flanagan, Paul FIN:EX
Cc: Fairbairn, Joet FIN:EX

Subject: PST and LNG
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We are starting to see a few more questions about whether NG operations will qualify for the
PM&E exemption. To date we have just said that the ministry will be looking at this in the near
future and will provide more information then. However, we definitely need to start looking
more specifically as to what types of processing will actually occur and have discussions with
Tax Policy as to the interpretation and answers we provide. | will set up some time for some
initial discussions. Thanks.

Jordan Goss

Executive Director

Consumer Taxation Programs Branch
Ministry of Finance

Ph. (250) 387-0611

MINISTRY OF FINANCE: Trusted financial and economic leadership for a prosperous province
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Foy, Anne FIN:EX

From: Flanagan, Paul FIN:EX

Sent: Wedneasday, July 31, 2013 9:47 AM

To: Foy, Anne FIN:EX; Goss, Jordan T FINTEX

Subject: FW: The application of British Colurnbia Provincial Sales Tax Act and the Regulations
thereto to the Process of Manufacturing LNG

Attachments; 5.17,5.21

| think you have seen ail this before. We will need to respond at some paint. Could you give some thought to how to
provide the Ministry's views bearing in mind that all the proponents will want to know the current treatment of PST and

some might actually qualify for the exemption.

Paul

From: s.17,s.21

Sent: Tuesday, July 30, 2013 4:41 AM

To: Flanaaan, Paul FIN:EX
Cc: 5.17,5.21
Subject: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of

Manufacturing LNG
July 30, 2013

Good morning Paut

s.17,s.21
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Foy, Anne FIN:EX

From: Fay, Anne FIN:EX

Sent: Wednesday, July 31, 2013 1:23 PM

To: Flanagan, Faul FIN:EX

Cc: Goss, Jordan T FIN:EX; Minishka, Bridget L FIN:EX

Subject: FW: The apptlication of British Columbia Provincial Sales Tax Act and the Regulations

thereto to the Process of Manufacturing LNG

Paul,
As discussed, here are the bullets lordan and | have prepared:

*  When ready, the ruling request shoulid be sent to our rulings section at: CTBTaxQuestions@gov.be.ca.

* Here is a general overview of the exemption from PST available to ¢it and gas processors:
o If machinery and equipment is being used in 2 processing ptant or refinery before the natural gas has
become a marketable product and all other conditions for exemption have been met, the machinery
and equipment will qualify the exemption under the PSTA.

o Machinery and equipment used to change natural gas from a gaseous state to a liquid state by means of
a change in temperature or pressure does not qualify for the exemption unless that activity is combined
with another activity {which is not an excluded activity} and occurs in the processing plant before the
natural gas has become a marketable product.

o Once the natural gas has become a marketable product then none of the machinery and equipment
used in relation to that natural gas qualifies for the exemption; regardless of how the machinery and
egquipment is used,

o The fact that marketable natural gas may be subject to further processing after it has become a
marketable product does not change that, prior to that further processing, the natural gas had already

beceme a marketable product.

o Natural gas whether naturally occurring, or resulting from processing , that could be sold for direct
consumption as domestic, commercial fuel or as an industrial raw material is marketable natural gas.

o The peint at which natural gas becomes a marketabte product is a question of fact and may vary from
processing plant to processing plant.

Couple of additional points for you:
s.13
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s.13

Anne Foy

Strategic Advisor
Tax Policy Branch
Ministry of Finance

From: Fianagan, Paul FIN:EX

Sent: Wednesday, July 31, 2013 9:47 AM

To: Foy, Anne FIN:EX; Goss, Jardan T FIN:EX

Subject: FW: The application of British Columbia Provincial Sates Tax Act and the Regulations thereto to the Process of
Manufacturing LNG

| think you have seen all this before. We will need to respond at some point. Could you give some thaught 1o how to
provide the Ministry’s views bearing in mind that all the proponents will want to know the current treatment of PST and
seme might actually qualify far the exemption.

Paul

Sent: Tuesday, July 30, 2013 4:41 AM
To: Flanagan, Paul FIN:EX
Cc:s.17,8.21

Subject: The applicatibn of British Columbia Provincial Sates Tax Act and the Reguiations thereto to the Process of
Manufacturing LNG
July 30, 2013

Good morning Paul
s.17,s.21
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Foy, Anne FIN:EX

From: Flanagan, Paul FIN:EX

Sent: Wednesday, July 31, 2013 2:55 PM

To; Foy, Anne FIN:EX; Goss, Jordan T FIN:EX

Subject: FW: The application of British Columbia Provincial Sales Tax Act and the Regulaticns
thereto to the Process of Manufacturing LNG

Attachments; Scanned from a Xerox multifunction device.pdf

Here is the first ruling request. Can | tell him that it should go to rulings, but that { will ensure it is passed on to the
correct department immediately or do they have to reshumit it?

From: s.1 7,521

Sent: Wednesday, July 31, 2013 1:32 PM

To: Flanagan, Paut FIN:EX
Cc.8.17,5.21

Subject: Fw. The abpiication of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of
Manufacturing LNG

Paul,
Formal ruling reques: enclosed.
We would be very pleased to meet with you to discuss this application and provide any additional support as required.

Thank you for your attention to this matter.

s.17,s.21

From: s.17,5.21
Sent: Tuesday, July 30, 2013 5:41 AM

To: Paul.Flanagan@agov.bc.ca
Cc:5.17,8.21 o - .
Subject: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of

Manufacturing LNG

July 30, 2013

Good morning Paul
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Foy, Anne FIN:EX

From:
Sent:
To:

Cc:
Subject:

s.13

Paul

From: Goss, Jordan T FIN:EX

Flanagan, Paul FINEX

Wednesday, July 31, 2013 3:25 PM

Goss, Jordan T FIN:EX

Fay, Anne FIN:EX

RE: The application of British Columbia Provincial Sales Tax Act and the Regulations
thereto to the Process of Manufacturing LNG

Sent: Wednesday, July 31, 2013 3:24 PM

To: Flanagan, Paul FIN:EX

Cc: Foy, Anne FIN:EX

Subject: RE: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of

Manufacturing LNG
s.13

Jordan Goss
Executive Directar

Consumer Taxation Programs Branch

Ministry of Finance

Ph. (250} 387-0611

MINISTRY OF FINANCE: Trusted financiol and econemic leadership for o prosperous province

Fromt: Flanagan, Paul FIN:EX

Sent; Wednesday, July 31, 2013 3:22 PM

To: Goss, Jordan T FIN:EX

Subject: RE: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of

Manufacturing LNG
s.13

From: Goss, Jordan T FIN:EX

Sent: Wednesday, July 31, 2013 3:20 PM
To: Flanagan, Paul FIN:EX; Foy, Anne FIN:EX
Subject: RE: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of

Manufacturing LNG
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Yes.

Jordan Goss

Executive Director

Consumer Taxation Programs Branch
Ministry of Finance

Ph. (250} 387-0611

MINISTRY QF FINANCE: Trusted financial and economic leadership for a prosperous province

From: Flanagan, Paul FIN:EX

Sent: Wednesday, July 31, 2013 3:18 PM

To: Goss, Jordan T FIN:EX; Foy, Anne FIN:EX

Subject: RE: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of
Manufacturing LNG

Thanks. Could you alss send his other email with all the attachments?

From: Goss, Jordan T FIN:EX

Sent: Wednesday, July 31, 2013 3:16 PM

To: Flanagan, Paul FIN:EX; Foy, Anne FIN:EX

Subject: RE: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto ta the Process of
Manufacturing LNG

| have sent it to the mailbox.

Jordan Goss

Executive Director

Coansumer Taxation Programs Branch
Ministry of Finance

Ph. (250) 387-0611

MINISTRY OF FINANCE: Trusted finencial and economic leadership for a prosperous province

From: Flanagan, Paul FIN:EX

Sent: Wednesday, July 31, 2013 2;55 PM

To: Foy, Anne FIN:EX; Goss, Jordan T FIN:EX

Subject: FW: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of
Manufacturing LNG

Here is the first ruling request. Can i tell him that it should go to rulings, but that{ will ensure it is passed on to the
correct department immediately or do they have to resbumit it?

s.17,s.21
From:

Sent: Wednesday, July 31, 2013 1:32 PM
To: Flanagan, Paul FIN:EX
Cc:s5.17,5.21
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Subject: FW: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of
Manufacturing LNG

Paui,
Formal ruling request enclosed.
We would be very pleased to meet with you to discuss this application and provide any additional support as required.

Thank you far your attention ta this matter,
s.17,s.21

Sent: Tuesday, July 30, 2013 5:41 AM
To: Pzul.Flananan@uaov.bc.ca

Cc: 517.,521 . . ) . )
Subject: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of

Manufacturing LNG
July 30, 2013

Good morning Paul
s.17,s.21
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Foy, Anne FIN:EX

From: Flanagan, Paul FIN:EX
Sent: Wednesday, July 31, 2013 4:44 PM
To: Goss, Jordan T FIN:EX
Ce: Foy, Anne FIN:EX
Subject: FW: The application of British Columbia Provincial Sales Tax Act and the Regulations
thereto ta the Process of Manufacturing LNG
Attachments: s.17,5.21
Another document related to s.17,5.21 request for a ruling.
s.17,s.21
From:

Sent: Wednesday, July 31, 2013 4:34 PM

Ta: Flanagan, Paul FIN:EX
Cc:s.17,8.21

Subject: RE: The éppﬁcaﬁon of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of
Manufacturing LNG
July 31, 2013

Good afternaon Paul

s.17,s.21

Thank you for your consideration in advance,

Yours truly
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s.17,s.21

From: Flanagan, Pau! FIN:EX [mailto:Paut.Flanagan@gov.be.ca|

Sent: July-31-13 6:14 PM

To:s5.17,5.21

Cc: . . _

Subject: RE: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of
Manufacturing LNG

s.17,s.21

From: s.17,s.21

Sent: Wednesday, July 31, 2013 1:32 PM

Fo: Flananan Pard FIN'FX

cc: s.17,s.

Subject: FW. The a'pplication of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of
Manufacturing LNG

Paul,

Formal ruling request enclosed.

We would be very pleased to meet with you to discuss this application and provide any additional support as required.
Thank you for your attention to this matter.

s.17,s.21
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s.17,s.21

Erom: s.17,s.21

Sent: Tuesday, July 30, 2013 5:41 AM
To:s.17,5.21

Cc:
Subject: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of

Manufacturing LNG
July 30, 2013

Good morning Paul
s.17,s.21

Yours truly

s.17,s.21
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~ BRITISH ; Ministry of ~ Maiing Address: AUTHORIZATION

§ COLUMBIA | Finance 800 - 360 West Georgia Slreet under the Provincial Sales Tax Act,

Vancgu\.rer BC VTS_B__SB?' Motor Fust Tax Acl, Carbon Tax Act,

wrapesshr gov.he. carcih Consumption Tax Rebate and Transition Act,
Tobacco Tax Act

s.17,s.21
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Foy, Anne FIN:EX

From:
Sent:
Ta:

Ce:
Subject:

.13

Jordan Goss
Executive Director

Goss, Jordan T FIN:EX

Monday, September 16, 2013 12:41 PM
Flanagan, Paul FIN:EX

Foy, Anne FIN.EX; Minishka, Bridget L FIN:EX
RE: =17 LNG - PST Ruling

Consumer Taxation Programs Branch

Ministry of Finance

Ph. (250) 387-0611

MINISTRY OF FINANCE: Trusted financial and economic leadership for a prosperous province

From: Flanagan, Paul FIN:EX

Sent: Monday, September 16, 2013 9:16 AM

To: Goss, Jordan T FIN:EX

Subject: FW: Kitimat LNG - PST Ruling

What do | tell him? Should he contact rulings directiy?

From: s.17,s.21

Sent: Monday, September 16, 2013 8:53 AM

To: Flanagan, Paul FIN:EX

Cc: 8.1 7_,5.21 ]

Subject: < 17 LNG - PST Ruli'ng '

Hellg Paul,
s.17,s.21

Thanks Pauf.

s.17,s.21
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s.17,s.21

s.17,s.21
From: .. .

Sent: July 31, 2013 05:34 PM

To: Flanaaan. Paul FIN:EX

Cer 51 7,521

Subject: RE: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of
Manufacturing LNG

July 31, 2013

Good afternoon Paul

s.17,s.21
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s.17,s.21

From: Flanagan, Paul FIN:EX [mailto:Paul.Flanagan@gov.be.cal

Sent: July-31-13 6:14 PM
To:5.17,5.21
Cc: s.17,5.21 ]

Subject: RE: The apbiication of British Columbia Provincial Sales Tax Act and the Reguiations thereto to the Process of
Manufacturing LNG

s.17,s.21

Paul

From:5-17’5-21

Sent: Wednesday, July 31, 2013 1:32 PM

To: Flanagan, Paul FIN:EX
cc:s.17,8.21
Subject: FW: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of

Manufacturing LNG

s.17,s.21
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Sent: Tuesday, July 30, 2013 5:41 AM

To: Paul.Flanagan@qoy.be.ca

Cc:s 1721, ., ., ., .. .

Subject: The application of British Columbia Provincial Sales Tax Act and the Regulations thereto to the Process of
Manufacturing LNG

July 30, 2013

Good morning Paul

s.17,s.21

Yours truly

s.17,s.21
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Foy, Anne FIN:EX

From: Goss, Jordan T FIN:EX

Sent: Thursday, Cctober 31, 2013 4:15 PM
To: Fianagan, Paul FIN:EX

Ce Foy, Anne FIN:EX

Subject: Temporary response for LNG

Paul

Do you think it is reasonable to say something like the following to those people wanting
rulings on how PST applies to LNG operations:

The PST Rulings group is currently working with Tax Policy Branch and the LNG Taxation
Development Branch on issues related to LNG to ensure coordination and consistency with
responses. It is expected that rulings on the application of the PST to LNG operations will be

continued patience {although — they actually haven’t been that patient).

Thoughts?

Jordan Goss

Executive Directar

Consumer Taxation Programs Branch
Ministry of Finance

Ph. (250) 387-0611

MINISTRY OF FINANCE: Trusted financial and economic leadership for a prosperous province
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Foy, Anne FIN:EX

From: Goss, Jordan T FIN:EX

Sent: Friday, November 22, 2013 10:.05 AM
To: Flanagan, Paul FIN:EX

Cc: Foy, Anne FIN:EX; Fairbairn, Joel FIN:EX
Subject: RE:

We are still working on the rulings.

Alternately we just keep saying we are still working on the rulings without explaining why they
are taking so fong and take the criticism for being slow.

Jordan Goss

Executive Director

Consumer Taxation Programs Branch
Ministry of Finance

Ph. {250) 387-0611

MINISTRY OF FINANCE: Trusted financial and economic leadership for a prosperous province

From: Flanagan, Paul FIN:EX

Sent: Friday, November 22, 2013 9:24 AM
To: Goss, Jordan T FIN:EX

Subject:

Jordan. Are the ruling requests on the pm&e exemption refated to LNG ready to go out? | am taiking to Peter at 11
today — | think he has talked to the minister today.S-13

Have a nice day.
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Paul
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Foy, Anne FIN:EX

From: Goss, Jlordan T FIN:EX

Sent: Manday, November 25, 2013 8:53 AM
To: Fairbairn, Juel FIN:EX

Cc: Foy, Anne FIN:EX

Subject: LNG rulings

Joel

t spoke with Paul on Friday and as soon as we have the rulings drafted 52
s13 we will share with tax policy

and develop a coordinated effort to provide the rulings.

We also need to prepare a draft notice on the application to PST and LNG operations where
we gutiine the general application of the PST {goods for resale, goods for incorporaticn into
goods for resale, pst on business assets, etc) as soon as possible.

Thanks.

Jordan Goss

Executive Director

Consumer Taxation Programs Branch
Ministry of Finance

Ph. (280) 387-0611

MINISTRY OF FINANCE: Trusted financial and economic leadership for a prosperous province
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Foy, Anne FIN:EX

From; Goss, Jordan T FIN:EX

Sent: Monday, November 25, 2013 2:03 PM

To: Foy, Anne FIN:EX; Minishka, Bridget L FIN:EX; King, Marshalil FIN:EX
Cc: Flanagan, Paul FIN:EX

Subject: FW: BC Tax Application Ruling -$-17,5.21

Attachments: s.17,s.21

Importance: High

FYI

Jordan Goss

Executive Direcior

Consumer Taxation Programs Branch
Mimstry of Finance

Ph. (250} 387-0611

MINISTRY OF FINANCE: Trusted financiel and economic leadership for a prosperous provinge

s.17,s.21
From:

Sent: Monday, November 25, 2013 1:48 PM
To: Goss, Jordan T FIN:EX
Subject: RE: BC Tax Application Ruling - S-175-21

Hi Jardan

Please see revised letter™ 2517

s.13,5.17

Regards

s.17,s.21
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s.17,s.21

From: Goss, Jordan T FIN:EX [maifto:Jordan.Goss@gov.be.cal

Sent: November-25-13 9:47 AM
To: ‘5.17,5.21

Subject: RE: BC Tax Application Ruling - |

s.17,s.21

Will do ~ thanks.

Jordan Goss

Executive Director

Consumer Taxation Programs Branch
Ministry of Finance

Ph. {250) 387-0611

MINISTRY OF FINANCE: Trusted financial and economic leadership for a prosperous province

s.17,s.21
From:
Sent: Monday, November 25, 2013 9:43 AM
To: Goss, Jardan T FIN:EX
Subject: RE: BC Tax Application Ruling $.17,5.21

Hi Jordan

s.17,s.21

Regards
s.17,s.21
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From: Goss, Jordan T FIN:EX [mailto:Jordan.Goss@qov.be.ca]
Sent: Novermber-22-13 8:49 AM

To:5.17,5.21 5.17,5.21

Subject: RE: BC Tax Application Ruling -

Thanks s.17,s.21

{ will have rulings staff review and prepare a response.

Jordan Goss

Executive Director

Consumer Taxation Programs Branch
Ministry of Finance

Ph. (280} 387-06811

MINISTRY OF FINANCE: Trusted financial and economic leadership for a prosperous province

From: s.17,s.21

Sent; Thursday, November 21, 2013 9:11 AM
To: Goss, Jordan T FIN:EX s 17521
Subject: BC Tax Application Ruling -7 '™

Good morning lordan

Enclosed please find a ruling request we have been asked to prepare 5.17,5.21 recarding the

application of PST, ICE Levy, MFT and CT to the sale of CNG and LNG S-17,8-21
s.17,s.21

Please contact me if you have any questions.

Regards
s.17,s.21
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s.17,s.21
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Foy, Anne FIN:EX

From: Goss, Jordan T FIN:EX

Sent: Tuesday, December 10, 2013 9:15 AM

To: Flanagan, Paul FIN:EX

Ce Minishka, Bridget L FIN:EX; Fairbairn, Joel FIN:EX; Foy, Anne FIN:EX
Subject: RE; LNG rulings heads up

s.13

Jordan Goss

Executive Director

Consumer Taxation Programs Branch
Ministry of Finance

Ph. (250) 387-0611

MINISTRY QF FINANCE: Trusted financial and economic leadership for a prosperous province

From: Flanagan, Paul FIN:EX

Sent: Tuesday, December 1¢, 2013 9:14 AM

To: Goss, Jordan T FIN.EX

Cc: Minishka, Bridget L FIN:EX; Fairbairn, Joal FIN:EX; Foy, Anne FIN:EX
Subject: RE: LNG rulings heads up

Qk. When will they be sent out do you think?

From: Goss, Jordan T FIN:EX

Sent: Tuesday, December 10, 2013 9:11 AM

To: Flanagan, Paul FIN:EX

Cc: Minishka, Bridget L FIN:EX; Fairbairn, Joel FIN:EX; Foy, Anne FIN:EX
Subject: LNG rulings heads up

Paul
Just a heads up that given the level of detail/analysis and references to the PST regulations {as

currently worded) included in the ruling requests,
s.13

Our usual approach with rulings is that we provide a ruling and an explanation as to why we
ruled the way we did. '3
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s.13

| am meeting this morning on the rulings and will be in contact. Thanks.

Jordan Goss

Execltive Director

Consumer Taxation Programs Branch
Minisiry of Finance

Ph. (250) 387-0611

MINISTRY OF FINANCE: Trusted financial and economic leadership for a prosperous province
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Foy, Anne FIN:EX

Fronm: Foy, Anne FIN:EX

Sent: Friday, January 10, 2014 3:48 PM

To: Goss, Jardan T FIN:EX

Cc: Flanagan, Paul FIN:EX; Minishka, Bridget L FIN:EX
Subject: RE: LNG and PM&E 2013

Oirection is to proceed with high level rulings for land based facilities with GCPE’s IN to give Minister of NG the heads-
up. Peter will also need a heads up before rulings issued.

s.13

Thanks

Anne Foy

Strategic Advisor
Tax Policy Branch
Ministry of Finange

From: Goss, Jordan T FIN:EX

Sent: Friday, January 10, 2014 1:47 PM
To: Foy, Anne FIN:EX

Subject: FW: LNG and PM&E 2013
Importance: High

Did you happen to talk to Paul about this?

Jordan Goss

Executive Director

Consumer Taxation Programs Branch
Ministry of Finance

Ph. (250) 387-0611

MINISTRY OF FINANCE: Trusted financial and economic leadership for a prosperous province

From: Goss, Jordan T FIN:EX

Sent: Wednesday, January 8, 2014 1:52 PM
To: Flanagan, Paul FIN:EX; Foy, Anne FIN:EX
Subject: FW: LNG and PM&E 2013
Importance: High

Paui
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| got your message about Peter wanting these to go out as soon as possible but giving the

Minister of NG the heads up — which can be done with the IN Note that GCPE wants 10 do.
s.13

Jordan Goss

Executive Director

Consumer Taxation Programs Branch
Ministry of Finance

Ph. 1250) 387-0611

MINISTRY OF FINANCE: Trusted financial and ecanomic leadership for a prasperaus province

From: Goss, Jordan T FIN:EX

Sent: Thursday, December 12, 2013 2:08 PM

To: Edwardson, Jamie GCPE:EX; Flanagan, Paul FIN:EX
Cc: Fairbairn, Joel FIN:EX

Subject: LNG and PM&E 2013

FYI ~ this is the highest level ruling we would be issuing on this. Some of the other requests
are more detailed and include different questions but with respect to what we could turn into
general information — this is it. We need direction from the twa of you about whether we
send out the rulings now and then get an FAQ on the web as soon as we can or try to get the
web stuff up first®"? Please advise.

Jordan
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Foy, Anne FIN:EX

From: Foy, Anne FIN:EX

Sent: Thursday, fanuary 16, 2014 1113 AM

To: Fairbairn, Joel FIN:EX; Edwardson, Jamie GCPEEX; Flanagan, Paul FIN:EX; Goss, Jordan T
FIN:EX

Subject: RE: IN for Minister - PSTA LNG Rulings - Jan 2014

t dan‘t recall seeing the first 1" part of the response or other LNG Q&A’s
I have no concerns with the @ & A but some suggested edits to the subsequent paragraph

For marketable natural gas, | am suggesting changing 1S to becomes a to be clear that being pipeline quality is not the
only test for determining whether natural gas is marketable natural gas. (though it is likely the only test that is relevant
for NG producers)

Anne Fay

Strategic Advisor
Tax Policy Branch
Ministry of Finahce

From: Fairbairn, Joel FIN:EX

Sent: Thursday, January 16, 2014 10:54 AM

To: Edwardson, Jamie GCPE:EX; Flanagan, Paul FIN:EX; Goss, Jordan T FIN;EX
Cc: Foy, Anne FIN:EX

Subject: RE: IN for Minister - PSTA {NG Rulings - Jan 2014

Please note: This has not been provided to you previousty. Jordan/Paul/Anne-please review.

Here is a draft Q&A. We haven’'t been asked this specific question in the 2™ part of the response (at least not in the
couple of questions I've seen), but it’s an obvious question when you read the 1% part of the respanse.

Q - Are liquefied naturat gas (LNG) producers eligible to qualify for the PST exemption for production machinery and
equipment {PM&E) purchased by qualifying manufacturers?

A — No, the PM&E exemption for manufacturing does not apply te LNG praduction. Had the intention been for
manufacturing to include natural gas processing, the distinct PM&E exemption for oil and gas praducers would be
unnecessary.

LNG producers may be eligible to qualify for the PST exemption for PM&E obtained for use in the extraction or
processing of petroleum or natural gas. To gualify for 2 this PST exemption asPME&Eusedinoiand gas-production, the
machinery and equipment must be ohtained by a qualifying oil and gas producer for use primarily and directly in the
processing of natural gas at the “qualifying part” of a processing plant. The qualifying part of a processing plant ends at
the point at which the natural gas being processed has become a marketable product. Natural gas becomes  is=
marketable product when it is pipeline guality, meaning it meets the content specifications reguired by pipeline
operators to enter transmission pipelines {e.g. high pressure intra and inter-provincial transmission pipelines
transporting natural gas to distribution centres). Once the natural gas is a marketable product, any machinery and
equipment used to process or further process that natural gas does not qualify for a PST exemptian.
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Also, lamie, there was also a typo on the first page last bullet- posted s/b pasting.
-l

Jael Fairbairn

Manager, Program Services
Consumer Tax Programs Branch
Ministry of Finance

ph: (250) 387-1118

mail to: joelfairbairn@gov.be.ca

From: &dwardson, Jamie GCPE:EX

Sent: Thursday, January 16, 2014 10:08 AM

To: Flanagan, Paul FIN:EX; Goss, Jordan T FIN;EX

Cc: Foy, Anne FIN:EX; Fairbairn, Joel FIN:EX

Subject: RE: IN for Minister - PSTA LNG Rulings - Jan 2014

Wwill do.

From: Flanagan, Paul FIN:EX

Sent: January-16-14 10:06 AM

To: Goss, Jordan T FIN:EX; Edwardson, Jamie GCPE:EX
Cc: Foy, Anne FIN:EX; Fairbairn, Joel FIN:EX

Suhject: RE: IN for Minister - PSTA LNG Rulings - Jan 2014

Jamie, Could you make sure Peter is aware.

From: Goss, Jordan T FIN:EX

Sent: Thursday, January 16, 2014 9:51 AM

To: Edwardson, Jamie GCPE:EX

Cc: Flanagan, Paul FIN:EX; Foy, Anne FIN:EX; Fairbairn, Joel FIN:EX
Subject: IN for Minister - PSTA LNG Rutings - Jan 2014

Jamie

As per Paul’s note — the Ministry of LNG is now aware that we will be issuing the ruling. Here is

the background of an IN note for you in case you need it.

Given this — is everyone okay if we send out the rulings today and get working on posting the

FAQ?

Thanks

Jordan
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Foy, Anne FIN:EX

From; Foy, Anne FINIEX

Sent: Tuesday, January 21, 2014 11:48 AM
To: Gass, Jordan T FIN:EX

Cc: Fairbairn, Joe!l FIN:EX

Subject: RE: LNG QA

Couple of edits for yvour consideration

Anne Foy
Strategic Advisor
Tax Policy Branch
Ministry of Finance

From: Goss, Jordan T FIN:EX

Sent: Tuesday, January 21, 2014 11:43 AM
To: Foy, Anne FIN:EX

Cc: Fairbairn, Joel FIN:EX

Subject: LNG QA

Importance: High

Anne

Please see helow — the first question has been edited by Pt and | added the red. The second
question | through in there so that we had a couple questions. Please let us know ASAP if you
have any concerns/edits that you would like to see so that we can these up.

Q — Do liquefied natural gas (LNG) producers qualify as manufacturers cligible to obtain production machinery
and cquipment (PM&E) exempt from PST?

No, the PM&E exemption for manufacturing does not apply to LNG production. However, while iquefied
natural gas processing does not qualify as manufacturing, there is a PM&E exemption for qualifying oil and gas
producers. LNG producers may be cligible for the PST exemption for PM&E obtained for use in the extraction

or processing of petreleumrer natural gas.

To qualify for this exemption, the machinery and equipment must be obtained by a qualifying oil and gas
producer for usc primarily and directly in the processing of natural gas at the gqualifying part of a processing
plant. The qualifying part of a processing plant ends at the point at which the natural gas being processed has
become a marketable product. Natural gas becomes a marketable product when it is pipeline quality, meaning it
meets the content specifications required by pipeline operators 1o enter transmission pipeltnes (e.g. high
pressure intra and inter-provincial transmission pipelines transporting natural gas to distribution centres). Once
the natural gas is a marketable product, any machinery and equipment used to process or further process that
natural gas, including the equipment uscd to canvert the gas into L.NG, does not qualify for exemption,

Q - Are liquefied natural gas (LNG) producers eligible to purchase natural gas that they convert into LNG for
sale, exempt from PST?
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Yes — if the LNG is heing produced for the purpose of sale, including exported for sale, the natural gas
purchased by the producer of the LNG would be exempt from PST. Natural gas used by the LNG producer as
part of the production process will be subject to carbon tax and may be subject cither PST or motor fucl tax
depending on how the natural gas is used.

Jordan Goss

Executive Director

Caonsumer Taxation Prograims Branch
Ministry of Finance

Ph. (250) 387-0611

MINISTRY OF FINANCE: Trusted financia! and economic leadership for a prosperous province

Page 94 of 220 FIN-2015-52125 S2



Foy, Anne FIN:EX

L
From: Foy, Anne FIN:EX
Sent: Wednesday, January 29, 2014 10:31 AM
To: Fairbairn, Joel FIN:EX
Subject: FW. natural gas used for LNG plants

Can you canfirm if the proposed links are the right links
Let know what you think of my proposed edits
Thanks

Anne Foy
Strategic Advisor
Tax Policy Branch
Ministry of Finance

From: Flanagan, Paul FIN:EX

Sent: Wednesday, January 29, 2014 10:22 AM
To: Foy, Anne FIN:EX

Subject: FW: natural gas used for LNG plants

Anne?

From: Wieringa, Paul MEM:EX

Sent: Wednesday, January 29, 2014 10:12 AM
Ta: Flanagan, Paul FIN:EX

Subject: RE: natural gas used for LNG plants

Paul: Are you OK with my response below?

The announcement for the regulation that exempts natural gas fired generation used far LNG from the 93% clean
energy requirement, can be found at http://www?2.news.gov.bc.ca/news releases 2009-2013/2012ENERQORO-

001078.htm
The regulation can be found at http://www.bclaws.ca/EPLibraries/belaws new/document/iD/freeside/234 2012

On the carbon tax, the following bulletin explairs-hewthe-corbortanawerks—sels out the tax rates

http:.//www shr.gov.bc.ca/documents library/bulletins/mft-ct 005.pdf Page 10 gives a congcise overview.

The following page lists exemptians:
http://www2.gov.be.ca/gov/topic.page?id=595366BB3543467487D5280A25320637

All cambustion of natural gas in BC, including to generate electricity to serve LNG plants, is subject to the carbon tax and
may be subject to motor fuel tax,

Any questions about the taxes on natural gas used in an LNG plant should be directed to the Ministry of Finance at:
Phone: 1-877-388-4440 (Toll-Free)
Email: CTBTaxQuestions@gov.be.ca
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Paul Wieringa

Executive Director

Electricity Palicy and Regulations
Ministry of Energy and Mines
Telephone: 250-952-0651
Facsimile: 250-952-0258

From: S.17,5.21

Sent: Wednesday, January 29, 2014 8:40 AM
To: Wieringa, Paul MEM:EX

Subject: natural gas used for LNG plants

Good morning Paul,
s.17,s.21
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Foy, Anne FIN:EX

From: Foy, Anne FIN:EX

Sent: Wednesday, January 29, 2014 12:16 PM
To: Wieringa, Paul MEM:EX

Ce: Flanagan, Paut FIN:EX

Subject: FW: natural gas used for LNG plants

Please see edits
Thanks

Anne Fay

Strategic Advisor
Tax Policy Branch
Ministry of Finance

Fronmt: Flanagan, Paul FIN:EX

Sent: Wednesday, January 2%, 2014 10:22 AM
To: Foy, Anne FIN:EX

Subject: FW: natural gas used for LNG plants

Anne?

From: Wieringa, Pau] MEM:EX

Sent: Wednesday, January 29, 2014 10:12 AM
To: Flanagan, Paul FIN:EX

Subject: RE: natural gas used for LNG plants

Paul: Are you OK with my response below?

The announcement for the reguiation that exempts natural gas fired generation used for LNG from the 93% clean
energy requirement, can be found at http://www2.news.gov.bc.ca/news releases 2009-2013/20412ENERODSBY-
001078.htm

The regulation can be found at hitp://www.bclaws.ca/EPLibraries/bclaws new/document/iD/freeside/234 2012

On the carbon tax, the following bulletin explainshew-the-carbor-tmeworks—sets out the tax rates

hitp://www.sbr.gov.bc.ca/documents library/bulietins/mft-ct 005.pdf Page 10 gives a concise overview,

The following page lists exemptions:
htto://fwww2 gov.bc.ca/gov/topic.page?id=595366E835434674R7D5290A25320637

All combustion of natural gas in BC, including to generate electricity to serve LNG plants, is subject to the carbon tax and
may be subject to motor fuel tax.

Any questians about the taxes on natural gas used in an LNG plant should be directed to the Ministry of Finance at:
Phone: 1-877-388-4440 (Toll-Free)
Ermail: CTBTaxQuestions@gov.be.ca
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Paul Wieringa

Executive Director

Electricity Policy and Regulations
Ministry of Energy and Mines
Telephone: 250-952-0651
Facsimile: 250-952-0258

s.17,s.21
From

Sent: Wednesday, January 29, 2014 8:40 AM
To: Wieringa, Paul MEM:EX
Subject: natural gas used for LNG plants

Good morning Faul,

s.17,s.21
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Foy, Anne FIN:EX

From: Foy, Anne FIN:EX

Sent: Friday, February 7, 2014 11:21 AM

To: Goss, Jordan T FIN:EX

Subject: RE:5.17,5.21 - Production Machinery & Equipment Ruling
Request

Thanks for keeping me in the loop.

Anne Foy

Strategic Advisor

Tax Policy Branch

Ministry of Finance _

From: Goss, Jordan T FIN:EX

Sent: Friday, February 7, 2014 11:18 AM

To: Foy, Anne FIN:EX

Subject; Fw; 's.17,5.21 - Production Machinery & Equipment Ruling Request
FYI - | spoke to Paul about this earlier today and he was okay with this approach.

Jordan Goss

Execulive Director

Consumer Taxation Programs Branch
Ministry of Finance

Ph. (250} 3870611

MINISTRY OF FINANCE: Trusted financial and econamic leadership for a prosperous province

From: Goss, Jordan T FIN:EX

Sent: Friday, February 7, 2014 11:17 AM

To: s.17,5.21

Cc: Flapagan, Paul FIN:EX; Fairbairn, Joet FIN:EX

St{llg/iect: RE:s.17,5.21 Production Machinery & Equipment Ruling Request
5.17,s.

A

The ruling request is currently under review by the Tax Policy Branch.

As | believe | mentioned on the phane when we first discussed your sending a request in, we

have been working closely with Tax Policy Branch on rulings related to LNG and in developing
the FAQs that are on the website to ensure that rulings and FAQs reflect the tax policy intent
of the legislation.

Please feel free to contact Paul Flanagan, Executive Director of Tax Policy if you would like to

discuss further. | have c¢c’d him on this response and his number is: 250 387-9014

Jordan Goss

Executive Birector

Consumer Taxation Programs Branch
Ministry of Finance

Ph. (250) 387-0611
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MINISTRY OF FINANCE: Trusted financial and economic leadership for a prosperous province
Sent: Thursday, February 6, 2014 9:51 AM

To: Goss, Jordan T FIN:EX
Subject: RE:s.17,5.21 Praduction Machinery & Equipment Ruling Request

Hi Jordon:
| looked at the FAQs you mentioned below.
They say that the PM&E exemption for manufacturers does not apply to LNG

production.
s.17,s.21

17,5.21 . : : : .
> We would tike to discuss this point with you or

the person assigned to the ruling request further to see if they have reached a

prefiminary conclusion on this point.
s.17,s.21

| think it would be helpful to have a discussion on this point. Can you let me know
when you would be free to discuss this further.

Regards
s.17,s.21

From: Goss, Jordan T FIN:EX [mailto:Jordan.Goss@gov.he.ca)
Sent: February-05-14 1:50 PM
To:8.17,5.21

Subject: RE: 8-17.5.21 - Praductien Machinery & Equipment Ruling Request
Thanks s.1

The Ministry did post a few general FAQs recently at:
Liquefied Natural Gas
« Do liguefied natural gas (LNG) producers qualify as manufacturers eligible to obtain production machinery
and equipment (PM&E) exempt from PST?
s Are liquefied natural gas (LNG) producers eligible to purchase natural gas that they convert into LNG for
sale, exempt from PST?

* s.17,5.21
We have not yet completed the specific ruling Unfortunately we have had

some staff turnover in our rulings section so | will need to follow up on where this ruling is at
and get back to you.
Thanks.

Jordan Goss

Execuiive Director

Consumer Taxation Programs Branch
Ministry of Finance

Ph. (250} 387-0611
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WINISTRY OF FINANCE: Trusted financial and economic leadership for a prosperous province
From: 5.17,5.2] ) N o )
Sent: Wednesday, February 5, 2014 1:26 PM
To: Goss, Jordan T FIN:EX

Subject: RE $.17,5.21 - Production Machinery & Equipment Ruling Request

Hi Jordon:

Any further news on this ruling. Does your team have any questions on the ruling
request? No one has contacted us with any questions or request for clarifications.
We have also not seen any general information on the application of PST to LNG
plants. Has that been issued yet?

Regards
s.17,s.21

From: Goss, Jordan T FIN:EX [mailto:Jordan.Goss@gov.be.cal
Sent: January-14-14 12:08 PM

To!s.17,5.21
Cc: _
Subject: RE S-17,5.21 - Production Machinery & Equipment Ruling Request

Thanks. We are continuing to work on this ruling.
While we expect to release some general information on the application of PST to LNG plants

soon, responses to the specific ruling requests may take a bit longer.

Jordan Goss

Executive Director

Consumer Taxation Programs Branch

Ministry of Finance

Fh. (250} 387-0611

MINISTRY OF FINANCE: Trusted financial and economic leadership for a prasperous province
FromS-17,5.21

Sent: Tuesday, January 14, 2014 11:12 AM

To: Goss, Jordan T FIN:EX

Cc: s.17.5.21

Subject: RE: $.17,5.21 Production Machinery & Equipment Ruling Request
HiJardan,

Happy New Year! s

We would like to follow up on the 47 request for a ruling for « 17 < 2 Natural Gas’s LNG project. Could you please
provide an update. Thank you very much.

Best Regards,
s.17,s.21
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To: S-17,8.21
Subject: FW: 5.17,5.21 - Production Machinery & Equipment, Ruling Request

From: Goss, Jordan 7 FIN:EX [mailto:Jordan.Goss@gov.be.cal
Sent: December-12-13 11:56 AM
To: 5.17,5.21

Subject: RES-17,5.21 - Production Machinery & Equipment Ruling Request
Thanks, | have passed on to my team for review.

Jordan Goss

Executive Dirgctor

Consumer Taxation Programs Branch
Ministry of Finance

Ph. (250} 387-0611
MINISTRY OF FINANCE: Trusted financial and economic leadership for a prosperous province

From: 5.17,8.21

Sent: Thursday, December 12, 2013 7:59 AM
To: Goss, Jordan T FIN:EX
Subject: Fw: $.17,5.21 Production Machinery & Equipment Ruling Request

Hi Jordan:

Can you please use the above attached documents rather than the ones that !
attached yesterday.

Thanks

s.17,s

From: s.17,5.21

Sent: December-11-13 5:24 FM

To: 'lordan.Goss@gov.bc.ca’

Subject:s.17,5.21 - Production Machinery & Equipment Ruling Request

Hi Jordan:
Further to our discussion last month, please find attached a BC Provincial Sales Tax
Act ruling request {with related attachments} with respect to the application of

the production, machinery and equipment exemption to the LNG facility that
s.17,s.21

We would also appreciate the opportunity to discuss the ruling request with you
or your staff before the final ruling is issued.
4
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We will also courier a copy of the ruling request to you on Thursday.

Regards
s.17,s.21
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Foy, Anne FIN:EX

From: Foy, Anne FIN:EX
Sent: Wednesday, April 9, 2014 4.21 PM
To: Flanagan, Paul FIN:EX
Subject: $.17,5.21
I spoke to s.17,s.21
s.17,5.21 want to set up a meeting to discuss managing

carbon tax costs.

I advised
= We don’t provide tax planning advice, we can explain how tax applies but in terms of

tax planning they need to seek independent advice
+ The carbon tax does not provide for reduction in tax if carbon offsets are purchased

s.17,s.21

I told him, I would let you know of the request and you or the LNG folks would follow up.

He also mentioned that s17.5.21 may be contacting you directly.

Anne Foy

Strategic Advisor
Tax Policy Branch
Ministry of Finance

————— griginal Message-----

From: Flanagan, Paul FIN:EX

Sent: Wednesday, April 9, 2814 4:16 PM
To: Foy, Anne FIN:EX

Subject:

Anne. Can you take the call at 4:3@?
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Legislalive Offics:

Room 145, Parligmen| Buildings
Victoria, 8.C. V8Y 134

Phane: 250 $52.7504

Fax: 250 952-7598

g-mail vicki.hunlington.mla@leg.be.ca

L egislalive Assemtily
Province of Britlsh Columbia
Wicki Huntington, M.L.A,
{Delta Souify)

iMay 26, 2014

Hon. Mike de Jong

Minister of Finance

Room 153, Parliament Buildings
Victoria, BC V8V 1X4

Dear Minister de Jong:

Re: Carban tax and LNG plants

Constituency Office:
4805 Deita Streal
Dela, B.C. W4K 277
Fhane: 804 240-7924
Fax: 804 940-7927
weawvickihuntinglon.ca

When speaking about LNG and taxation rates during Estimates on May 15, 2014, you said: " British
Columbia we have a carbon tax that will be applicable, and it gets factored into the cost structure.”

Pacific Northwest LNG's Environmental Impact Statement states that thelr project will increase
provincial GHG emission totals by 8.5 per cent. The proponent says they will be managing their

emissions in “compliance with reguirements outlined under the BC carbon tax.”

Can you confirm that the carbon tax will apply to LNG proponents and the natural gas used 10 power
these facilities? Is a possible carbon tax exemption part of the overall tax deal the government is

negotiating with the LNG proponents?

Sincerely,

Vicki Huntington, MLA
Delta South

HIMISYER QF FINANDE

QEFSRIAL HLMELR e e

REFER T Wi g MO ACEd

RECHVED: MAY 27 2014

ORAET REPLY (3 PG O1 FLEC

REMARKS: —
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Vicki Huntington, MLA
Delta South

4805 Delta Street

Delta BC V4K 2T7

Dear Ms, Huntington:

Thank you for your letter of May 26, 2014, regarding liquefied natural gas (LNG) and the carbon
tax. Please accept my apology for the delay in responding.

The carbon tax applies to all use of natural gas in British Columbia including flaring and
incincration. This means that all natural gas used to power LNG facilities will be subject to the
carbon tax. The current rate of tax on natural gas, equal to $30 per tonne ot carbon dioxide
equivalent, is 5.70 cents per cubic metre.

At the present time, the government is not considering exemptions from the carbon tax for LNG
facilities.

I would like to thank you again for taking the time to write.

Sincerely,

Michael de Jong, Q.C.

Minister
Ministry of Fimance {ffice ol the Minister Maling Addres: [T Ml
PO Box W68 Stn Prosv Govt S Belleville Stecet
Victena BO VEW 9122 Parlintent Butidings, Victora
Telephaone: 250 387-375] websiie:
Facsimile: 250 347.5594 wanw o be.ca/im
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Foy, Anne FIN:EX

From: Foy, Anne FIN:EX

Sent: Tuesday, June 10, 2014 3:43 AM
To: Parkinson, Pat A FIN:EX

Cc: Flanagan, Pauf FIN:EX

Subject: Response to LNG question

Pat,

TPB is responding to a letter fram MLA Huntington regarding the carbon tax

She asks the following: “ Is a possible carbon tax exemption part of the overall tax deal the government is negotiating
with LNG proponents”

Can you please give me the response to this and | will incorporate it into the overall response.
Thanks

Anne Foy

Strategic Advisor

Tex Policy Branch
Ministry of Finance
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Foy, Anne FIN:EX

From:
Sent:
To:

Ce:
Subject:

Satish

Goss, Jordan T FIN:EX

Thursday, June 12, 2014 4.03 PM
Perhar, Satish FIN:EX

Foy, Anne FIN:EX

LNG PME

I understand you were asking about the rulings on LNG PME. Here are the links to the FAQs on our PST stte that have
the information we provide to anyone that asks about the application of PST to equipment used in making LNG.

Do liquefied natural gas (LNG) producers qualify as manufacturers gligible to obtain production machinery and equipment (PM&F)

exempt from PST?

* Are liquetied natural gas (LNG) producers eligible to purchase natural gas that they convert into LNG for sate, exampt from PST?

Page 108 of 220 FIN-2015-52125 S2



Foy, Anne FIN:EX

From:
Sent:
To:
Subject:

Pat,

Foy, Anne FIN:EX

Thursday, June 12, 2014 4.04 PM
Parkinson, Pat A FIN:EX

RE: Question PME ruling - LNG facilities

Jordan has followed up with Satish directly.

Anne Foy
Strategic Advisor
Tax Policy Branch
Ministry of Finance

From: Parkinson, Pat A FIN:EX

Sent: Thursday, June 12, 2014 2:40 PM

To: Foy, Anne FIN:EX

Subject: RE: Question PME ruling - LNG facilities

Anne.. yesterday | was in Yancouver with Peter and he mentioned the PME PST ruling request.

Do you know if the ruling request is in CTPB ruling data base?

Pat Parkinson

Executive Lead LNG Tax Development

Ministry of Finance
Phone #: 250 387-8980
Cell # 250 888-2687

From: Perhar, Satish FIN:EX

Sent: Thursday, June 12, 2014 9:04 AM

To; Parkinson, Pat A FIN:EX

Subject: RE: What Room are we in?

Good to see you again as well Pat. | heard there were lots of interest and guestion on the LNG. Excellent having vou
corne out and sharing it with us! By the way, would you be able to share that LNG PME ruling with me, or will it be in the

CTPB ruling database....?

Saiish Perfiar
GO4-386-3709

From: Parkinson, Pat A FIN:EX

Sent: Thursday, June 12, 2014 7:52 AM

To: Perhar, Satish FIN:EX

Subject: RE: What Room are we in?

Hey Satish.. thanks for this .. we did find it...
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PS It was good to see you again ..

Pat Parkinson

Executive Lead LNG Tax Devefopment
Ministry of Finance

Phane #: 250 387-8990

Cell # 250 888-2687

From: Perhar, Satish FIN:EX

Sent: Wednesday, June 11, 2014 1:48 PM
To: Parkinson, Pat A FIN:EX

Subject: RE: What Room are we in?

| am not joining, but TH is in Alma Van Dusen Room downstairs in the Library. Just go down the stairs from the coffee
shops area. You will see the rooms.

Satish Perhar
FO4-586-3709

From: Parkinson, Pat A FIN:EX

Sent: Wednesday, June 11, 2014 1:46 PM
To: Perhar, Satish FIN:EX

Subject: What Rocom are we in?
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Foy, Anne FIN:EX

From: Cador, Jennifer GCPEEX

Sent: Thursday, June 19, 2014 10:04 AM

To: Foy, Anne FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Ok, good thanks. Not fossil fuels/not manufactured. Pl send it through the channels.

Jenniler Cador Pablte Aies QT ieer
Ministrs of Finanee

Groverneat of B3ritish Colubia
AM-B5Y- 1248

From: Foy, Anne FIN:EX

Sent: Thursday, June 19, 2014 9:51 AM

To: Cador, Jennifer GCPE:EX

Cc: Flanagan, Paul FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Yes carbon tax applies to fuels used in LNG facifities (e.g. the fuel to run machinery or equipment}

The carbon tax does nat apply to:
s fusl sold outside BC (e.g. the fuelisiocated in BC but the sale occurs autside of B(),
e fuel exported by the seller for use outside BC
» or fuel removed from BC by a camman carrier on behalf of the purchaser where the contact for the removal is
in place before the fuel is purchased.

if a person purchases fuel in BC, takes possession of the fuel in BC and then subsequently removes it themselves for use
outside of BC — carbon tax does apply

You must stop referring to fossil fuels — the tax applies to fueis (we tax ethanol, biadiesel and also tax bia-methane in a
number of circumstances)

Yes, the carbon tax applies to fuels purchased or used in the production of LNG unless a specific exemption applies

1. LNG is NOT manufacturing $.13,8.17
s.13,8.17 - ‘

2. There are a number of exemptions for feel that is NOT combusted during use that might apply depending on
when in the chain you censider production of LNG to start,
for example exemption for fuel NOT combusted and used in downhole operations at a well site

From: Cador, Jennifer GCPEEX

Sent: Thursday, June 19, 2014 9:26 AM

To: Foy, Anne FIN:EX

Cc: Flanagan, Paul FIN;EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Page 112 of 220 FIN-2015-52125 52



Jamie asked for it, which is why | included it.

MQ is now asking for confirmation an carbon tax application to LNG facilities. Although | believe | know the answer to
this, I've been asked to confirm with you that the carbon tax will NOT be charged on any fuels being exported from 8C.

In addition, could you please confirm that carbon tax WILL be applied to any fossit fuels purchased or used in the
production and manufacture of LNG?

Thanks very much.

dennifer Cadori Public ATairs (4T ieer
Ministry of Finance

tiovernuent af DBreitish Cotiendia
A50-355- 1R

From: Foy, Anne FIN:EX

Sent: Thursday, June 19, 2014 8:36 AM

To: Cador, Jennifer GCPE:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

| can see adding this phrase If the reporter specifically asked ahout natural gas flaring — if they did not, then | do not see
the point of highlighting natural gas flaring from any other use of naturzl gas or any other use of fuel in BC ~ it is just
once use amongst many and not the only example of use without purchase.

The huliet is accurate so | defer to you on relevance

Anne

From: Cador, Jennifer GCPE.EX

Sent: Wednesday, June 18, 2014 10:17 AM

To: Foy, Anne FIN:EX

Subject: RE: For approval: MEBIA REQUEST: Carbon tax - Seattle Times

Ok, good, thanks.

S0 I've added a phrase to our existing bullet:

0 The carbon tax apptlies to the purchase or use of fuels within the province. All fuel purchased or used in British
Columbia is subject to the carbon tax unless specifically exempt, including naturai gas flaring. Because it is levied at the
point of purchase, fuel coming into the province from outside of B.C. is also subject to carbon tax.

With respect ta your guestion;

What is the source of the attached file, “BC Origin Exports of Energy Products, Value and Quantity,”?

BC Stats says Stats Canada.

Aenniler Cador Pablie ATioes Eeer
Ministry of Finunee

Gavornment of British Columbia
SR 1N

From: Foy, Anne FIN:EX
Sent: Tuesday, June 17, 2014 3:20 PM
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To: Cador, Jennifer GCPEEX
Cc: Fanagan, Paul FIN:EX
Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

The BC carbon tax applies ta the PURCHASE and USE of fuei in BC

if you buy fuel in BC — you pay carhon tax unless there is a specific exemption — what you actually do with the fuel is
irrelevant

If vou use fuel in BC that you did not purchase in BC (i.e. you produced it yourself or you braught into BC for your own
use) again yau pay carbon tax uniess a specific exemption applies. “Use” in the Carbon Tax Act is broadly defined (as it
is inn the Miotor Fuel Tax Act and other cansumgption tax Acts) and is NOT limited to just burning fuel.

There are a wide vary of carbon taxes and other carbon pricing mechanism around the world, some tax the purchase of
fisel, some tax the burning of fuel and some tax the resulting emissions directly.

Anne fFoy

Strategic Advisor
Tax Policy Branch
Ministry of Finance

From: Cador, Jennifer GCPE:EX

Sent: Tuesday, June 17, 2014 3:15 FM

To: Foy, Anne FIN:EX

Cc: Flanagan, Paul FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

It seems like it would differ from other forms of carbon tax payable in that purchasers are not actually buying fuel but
rather, are being taxed on the burning of fuel.

Jenniler Cador Pobilic MFalers Offleer
Ministey of Pinaes

Goveruament of Beitish Columbia
F0-887- S

From: Foy, Anne FIN:EX

Sent: Tuesday, June 17, 2014 3:12 PM

Ta: Cador, Jennifer GCPE:EX

Cc: Flanagan, Paul FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Flaring is just another word for incineration or burning.

The tax on flaring of natural gas is the same as the tax on other uses of natural gas — they determine the total volume of
natural gas flared and multiply that with the tax rate and that is the total carbon tax payable.

Anne Foy
Strategic Advisor
Tax Policy 8ranch
Ministry of Finance

From: Cador, Jennifer GCPE:EX
Sent: Tuesday, June 17, 2014 3:06 PM
To: Foy, Anne FIN:EX
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Cc: Flanagan, Paul FIN:EX
Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Exceltent, thank you.
What about the carbon tax on flaring? How does that worlk?

Junniler Cadaor : Prbtic Affadrs Oficer
Ministry of Finanee

Gioveribent ol British Cobumibia
DHM-INT - 12N

From: Foy, Anne FIN:EX

Sent: Tuesday, June 17, 2014 3:05 FM

To: Cador, Jennifer GCPE:EX

Cc: Flanagan, Paul FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

With respect to cap and trade the response is

A principle of the carban tax is that it will be integrated with other carban pricing measures such as cap and trade
system if and when such measures are designed and implemented in BC to aveid putting more than one carbon price on

the same emission.

Anne Foy

Strategic Advisor
Tax Policy Branch
Ministry of Finance

From: Flanagan, Paul FIN:EX

Sent: Tuesday, June 17, 2014 2:44 PM

To: Cador, Jennifer GCPE:EX; Foy, Anne FIN:EX

Subject: Re: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Not venting

Paul Flanagan
Executive Director, Tax Policy Branch
BC Ministry of Finance

-------- Original message --------

From: "Cador, Jennifer GCPE:EX"

Date:06-17-2014 2:37 PM (GMT-08:00)

To: "Flanagan, Paul FIN:EX"

Subject: FW: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Sorry Paul — copying you.

denniler Cador | Public AlTaies Officer
Mintsiey of Finanee

Croverament of Britisl Coluwinbin

I 38T- 1248
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From: Cador, Jennifer GCPE:EX

Sent: Tuesday, June 17, 2014 2:37 PM

To: Foy, Anne FIN:EX

Subject: RE: Far approval: MEDIA REQUEST; Carbon tax - Seattle Times

Hi Anne,

lamie is asking if there is carbon tax on flaring and venting. He thinks there is but | haven’t been able to find any
evidence af this. If so, we'll want messaging that addresses this,

Also, was the carbon tax designed in conjunction with a cap and trade systemn? Jamie believes it was and thinks we may
want to have messaging along these lines as well, if the request ends up going in that direction. So far, it has not, but it
may in the follow-up guestions.

Jenniter Cador: Publie A O ver
Munistey of Finanee

Govermend o British Colurbia

A B R R T

From: Foy, Anne FIN:EX

Sent: Tuesday, June 17, 2014 10:21 AM

To: Cador, Jennifer GCPE:EX

Cc: Flanagan, Paut FIN:EX

Subject: RE: Faor approval: MEDIA REQUEST: Carbon tax - Seattle Times

Couple of minor edits and one questian

What is the source of the attached file, “BC Origin Exports of Energy Products, Value and Quantity,”? Unless the file
clearly states its source, the source should he stated in the emait {1 assume from the discussion that it is government
data}.

Anne Foy
Strategic Advisor
Tax Policy Branch
Ministry of Finance

From: Cador, Jennifer GCPE:EX

Sent: Tuesday, June 17, 2014 10:14 AM

To: Foy, Anne FIN:EX

Cc¢: Flanagan, Paul FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Ck, thanks very much Anne.

| had the same question for BC Stats about using CPPA data, but Lillian said she was comfortable with it for a number of
reasons. However, | do understand your positian and have revised the response to include only government data,
however it is difficult to read and the reporter will likely need assistance from MEM to figure it out,

| have incorporated your edits. Could you please confirm you're ok with the following:

Recommendation f Response:
« Are there any figures on total amount of fossil fuels produced in province?
5
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o Piease see the following links, available on the Ministry of Energy and Mines website, for fossil fuel

production data:

Monthly files on fossil fuel production can be accessed at the foliowing link:
http:/ /www.empr.gov.be.ca/OG/oilandgas/statistics/Pages/MaonthiyStatistics. aspx

Data on the value and volume of coal production can be found here:
http://www.empr.gov.be.cafMining/MineralStatistics/MineralSectors/Coal/ProductionandValues/Pa

ges/AnnualCoalProduction.aspx

« What percentage of that is subject to carbon tax because it's actually combusted in B.C. versus what percentage

is exported?

o The carhon tax applies to the purchase or use of fuels within the province. All fuel purchased or used
in B.C. British-Golumbia-is subject to the carbon tax unless specifically exempt. Because it is levied at
the point of purchase, fuel coming into the province from outside of B.C. an-outside-source-is also

subject to carbon tax.

o Fuel used outside of B.C. is not subject to B.C. carbon tax. This includes fuel used outside of B.C. to
manufacture fuel subsequently imported into B.C. or fuel manufactured in B.C. that is subsequently

exported for use gutside the province.

¢ The province is taking responsibility for emissions released within B.C., hut recognizes that other
jurisdictions will need to introduce their own GHG reduction policies. The intention is to effectively
tax the emissions resulting from the purchase and use of fuels within the province.

o The attached file, “BC Origin Exports of Energy Products, Value and Quantity,” contains specific

figures on energy exports.

* At what point is carbon tax assessed within fossil fuel production and distribution system? Is it always assessed

at point of purchase, or at producer level, or does it vary?

¢ The tax is imposed on the end consumer of fuel at the time of sale or use.

¢ To protect provincial revenue and reduce the compliance burden of fuel sellers, the carbon tax has a

security scheme like the security scheme under the Motor Fuel Tax Act,

Jennifer Cidor ! Pablic AlTairs Oflieer
Ministry of Finanee

Ceovernmeut ol British Colmbia
AT I VRl BN Tt

From: Foy, Anne FIN:EX

Sent: Monday, June 16, 2014 4:29 PM

To: Cador, Jennifer GCPE:EX

Cc: Flanagan, Paul FIN:EX

Subiject: FW: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

From: Flanagan, Paul FIN:EX

Sent: Monday, June 16, 2014 4:28 PM

To: Foy, Anne FIN:EX

Subject: Re: For approval: MEDIA REQUEST: Carbon tax - Seattle Times
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See Annes omments

Paul Flanagan
Executive Director, Tax Policy Branch
BC Ministry of Finance

-------- Original message --------

From: "Foy, Anne FIN;EX"

Date:06-16-2014 2:23 PM {(GM1-08:00)

To: "Flanagan, Paul FIN:EX"

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

| have significant cancerns with the Ministry of Finance providing data from CAPP —if no provincial data is availahble, we
should say no provincial data is available and at most provide a link to alternative data sources. | have no way of
verifying the data provided.

With regards to the rematning bullets:

+— Neither the-emissionsralegsedelsewherg to-produce-fucHmported-te-B-Enor-the-emissions-released
elsewhere from-buming fuclexported from BC-aredneludaginthe-tax-base—

This bullet is a problem because we do not tax emissions, we tax the purchase and use of fuel.

= Fuel used outside of BC is not subject to BC carbon tax, this includes fuel used outside of BC to manufacture fuel
subsequently imported into BC or fuel manufactured in BC that is subsequently exported for use outside the
provinge,

» The province is taking responsibility for emissions released within 8.C., but recognizes that other jurisdictions
will need to introduce their own GHG reduction policies. The intention is to effectively tax the emissions

resulting frem-burningfossil-fuels-within-the provinee-from the purchase and use of fuels within the province.

We can’t say fossii fuel because the tax applies to ethanot and biodiese! and we can’t refer to burning because the tax
also applies to fuel purchased in BC that is not combusted unless a specific exempt applies

Anne Foy

Strategic Advisor
Tax Palicy Branch
Ministry of Finance

From: Cador, Jennifer GCPE:EX

Sent: Monday, June 16, 2014 2:05 PM

To: Foy, Anne FIN:EX

Cc: Flanagan, Paul FIN:EX

Subject: For appraval: MEDIA REQUEST: Carbon tax - Seattle Times
Importance: High

Hi Anne and Paul,

For review and approval, here is the media request we have been discussing. Answers highlighted below. Please
approve at your earliest convenience:
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Reporter / Qutlet / Contact: Hal Bernton, Seattle Times, 206 423 1898, hbernton@seattletimes.com

Request: Reporter is working on a series about efforts to reduce carbon amissions. He wants to know more about B.C.'s
carbon tax as it relates to fossi fuels destined for export. Specific questions are:

+ Are there any figures on total amount of fossil fuels produced in province?

+« What percentage of that is subject to carbon tax because it’s actually combusted in B.C. versus what percentage
is exported?

¢ At what point is carbon tax assessed within fossil fuel production and distribution system? is it always assessed
at point of purchase, or at producer level, or does it vary?

Recommendation / Response:
* Are there any figures on total amount of fossil fuels produced in province?
o The attached file, "Fossi Fuel Production,” contains the production data up to 2012,

o The complete data set is only availahle up to 2012; for more information, some of the data is
available to 2013 [including possible revisions to pre-2013 data) at this website:
hito://www.capp.ca/library/statistics/handbook/pages/statisticalTables.aspx?sectionNo=4%20-
%20uli fflaQAwz

» What percentage of that is subject to carbon tax because it’s actuatly combusted in B.C. versus what percentage
is exparted?

o The carbon tax applies to the purchase or use of fuels within the pravince. Alf fuel purchased or used
in British Columbia is subject to the carbon tax unless specifically exempt. Because it is levied at the
point of purchase, fuel coming in from an outside source is also subject to carbon tax.

o Neither the emissions released elsewhere to produce fuel imported to B.C. nor the emissions released
elsewhere from burning fuel exported from BC are included in the tax base,

o The province is taking responsibility for emissions released within B.C., but recognizes that other
jurisdictions will need to intraduce their own GHG reduction policies. The intention is to effectively
tax the emnissions resuiting from burning fossil fuels within the province.

o The attached file, “BC Origin Exports of Energy Products, Value and Quantity,” contains specific
figures on energy exports.

* At what point is carbon tax assessed within fossil fuel production and distribution system? Is it always assessed
at point of purchase, or at producer level, or does it vary?

o The tax is imposed on the end consumer of fuel at the time of sale or use.
o To protect provincial revenue and reduce the campliance burden of fuel sellers, the carbon tax has a
security scheme like the security scheme under the Motar Fuel Tax Act.

Date & Time of Ingquirny: 12:22 PM, Jun. 16, 14
Background:

Link to the series: http://seattletimes.com/himi/nationworid/2023524884 chinaseriesintroxml.html
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Jenpiler Cidor Pobilic ATies Ol weor
Ministry of Finiee
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Foy, Anne FIN:EX

From: Cador, Jennifer GCPEEX

Sent: Thursday, June 19, 2014 1:19 PM

Ta: Foy, Anng FIMNEX

Cc Flanagan, Paul FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax ~ Seattle Times
Hi Anne,

MO is asking:

e or fuel removed from BC by a common carrier on behalf of the purchaser where the contact for the removal is in
place before the fuelis purchased.
“Can you explain this part to me?

What is the “the contact for the ramoval is in place before the fuel is purchased”

Can you give me an example?”

Jonnifer Cador  Poblic Aaies ffteer
Minisbey of Finawe

Government of British Coliabin
()-8 - B24s

From: Foy, Anne FIN:EX

Sent: Thursday, June 19, 2014 9:51 AM

To: Cador, Jennifer GCPE:EX

Cc: Flanagan, Paul FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Yes carbon tax applies to fuels used in LNG facilities {e.g. the fuel to run machinery or equipment)

The carban tax does not apbly to:
* fuel sold outside BC {e.g. the fue! is located in BC but the sale occurs gutside of BC},
o fuel exported by the seller for use gutside BC
e or fuel remaoved from BC by a common carrier on behalf of the purchaser where the contact for the removai is
in place before the fuel is purchased.

If & person purchases fuel in BC, takes possession of the fuel in BC and then subsequently removes it themselves for use
outside of BC — carban tax does apply

You must stop referring to fossil fuels - the tax applies to fuels [we tax ethanol, bicdiesel and also tax bio-methane in a
number of circumstances)

Yes, the carbon tax applies to fuels purchased or used in the production of LNG unless a specific exemption applies

1. LNG is NOT manufacturing 5.13,5.17

5.13,5.17
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2. There are 3 number of exemptions for fuel that s NOT combusted during use that might apply depending on
when in the chain you consider production of LNG to start,
for example exemption for fuel NOT combusted and used in downhole operations at a well site

From: Cador, Jennifer GCPE:EX

Sent: Thursday, June 19, 2014 9:26 AM

To: Foy, Anne FIN:EX

Cc: Flanagan, Paul FIN;EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Jamie askad for it, which is why | included it.

MO is now asking for confirmation on carbon tax application to LNG facilities. Although ¢ believe | know the answer 1o
this, I've been asked to confirm with you that the carbon tax will NOT be charged on any fuels being exported from 8.

In addition, could you please confirm that carbon tax WILL be applied to any fassil fuels purchased or vsed in the
production and manufacture of LNG?

Thanks very much.

denatior Cador - Pablic Aaies O1Teer

Ministey of Finanee
Ciavornment of B3ritish Cobiimbia
EN P PR

From: Foy, Anne FIN:EX

Sent: Thursday, June 19, 2014 8:36 AM

Ta: Cador, Jennifer GCPE:EX

Subject: RE; For approval: MEDIA REQUEST: Carbon tax - Seattle Times

fcan see adding this phrase if the reporter specifically asked about natural gas flaring — if they did not, then | do not see
the point of highlighting natural gas flaring from any other use of natural gas or any other use of fuel in BC — it is just
once use amongst many and not the only example of use without purchase.

The bullet is accurate so | defer to yvou on relevance

Anne

From: Cador, Jennifer GCPE:EX

Sent: Wednesday, June 18, 2014 10:17 AM

To: Foy, Anne FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Ok, good, thanks,

So I've added a phrase to our existing bullei:

o The carbon tax applies to the purchase or use of fuels within the province. All fuel purchased or used in British
Columbia is subject to the carbon tax unless specifically exempt, including naturai gas flaring. Because it is levied at the

paint of purchase, fuel coming into the province from outside of B.C. is also subject ta carbon tax.

With respect to your question:
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What is the source of the attached file, “BC Origin Exports of Energy Products, Value and Quantity,”?

BC Stats says Stats Canada.

Jeawiler Cindor ablic Aairs OfTicer
Ministry ol Finitee

Crovernmnend of British Columbia
BT MR

From: Foy, Anne FIN:EX

Sent: Tuesday, June 17, 2014 3:20 PM

Ta: Cador, Jennifer GCPE:EX

C¢: Flanagan, Paul FIN:EX

Subject: RE; For approval: MEDIA REQUEST: Carbon tax - Seattle Times

The BC carbon tax applies to the PURCHASE and USE of fuelin BC

H you buy fuel in BC — you pay carbon tax unless there is a specific exemption — what you actually do with the fuel is
irrelevant

if you use fuel in BC that you did not purchase in BC (i.e. you produced it yourself or you brought into BC for your own
use} again you pay carbon tax unless a specific exemption applies. “Use” in the Carbon Tax Act is broadly defined (as it
is in the Motor Fuel Tax Act and other consumption tax Acts) and is NOT limited to just burning fuel.

There are a wide vary of carbon taxes and other carbon pricing mechanism around the world, some tax the purchase of
fuel, some tax the burning of fuel and some tax the resulting emissions directly.

Anne Foy
Strategic Advisor
Tax Policy Branch
Ministry of Finance

From: Cador, Jennifer GCPE.EX

Sent: Tuesday, June 17, 2014 3:15 PM

To: Foy, Anne FIN:EX

Cc: Flanagan, Paul FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

It seems like it wouid differ from other farms of carbon tax payable in that purchasers are not actually buying fuel but
rather, are being taxed on the burning of fuel.

Jouniter Cador Public MTairs O ieer
Minist ey ol Flunee

Goveromen! of Beitish Columbia
BO0-MHT - 124

From: Foy, Anne FIN:EX

Sent: Tuesday, June 17, 2014 3:12 PM

To: Cador, Jennifer GCPE:EX

Cc: Flanagan, Paul FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattte Times

Flaring is just another word for incineration or burning.
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The tax an flaring of natural gas is the same as the tax an other uses of natural gas — they determine the total volume of

natural gas flared and multiply that with the tax rate and that is the total carbon tax payable.

Anne Foy
Strategic Advisor
Tax Policy Branch
Ministry of Finance

From: Cador, Jennifer GCPE:EX

Sent: Tuesday, June 17, 2014 3.06 PM

Ta: Foy, Anne FIN:EX

Cc: Flanagan, Paul FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Excellent, thank you.
What about the carbon tax on flaring? How does that work?

dennifor Cador: Public AfTair Officer

Mivistry ol Finanee
Ciovernment ol Beitish Colnmbia
D338 1948

From: Foy, Anne FIN:EX

Sent: Tuesday, June 17, 2014 3:05 PM

To: Cador, Jennifer GCPE:EX

Cc: Flanagan, Paul FIN;EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seaftle Times

With respect 1o cap and trade the response is

A principle of the carbon tax is that it will be integrated with other carbon pricing measures such as cap and trade
system if and when such measures are designed and implemented in BC to avoid putting more than one carben price on

the same emission.

Anne Faoy

Strategic Advisor
Tax Policy Branch
Ministry of Finance

From: Flanagan, Paul FIN:EX

Sent: Tuesday, June 17, 2014 2:44 PM

To: Cador, Jennifer GCPE:EX; Fay, Anne FIN:EX

Subject: Re; For approval; MEDIA REQUEST: Carbon tax - Seattle Times

Not venting
Paul Flanagan

Executive Director, Tax Policy Branch
BC Ministry of Finance
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———————— Original message ~—------

From: "Cador, Jennifer GCPE.EX"

Date:06-17-2014 2:37 PM (GMT-08:00)

To: "Flanagun, Paul FIN:EX"

Subject: FW: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Sorry Paul — capying you,

Joenniter Coagdar Tablic AMaies (HEeer
Ministry of Finanee

Gavernment of British Cobunmbia
AN LN

From; Cador, Jennifer GCPE:EX

Sent: Tuesday, June 17, 2014 2:37 PM

To: Foy, Anne FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Hi Anne,

lamie is asking if there is carbon tax on flaring and venting. He thinks there is but | haven’t been able to find any
evidence of this. If so, we'll want messaging that addresses this,

Also, was the carbon tax designed in conjunction with a cap and trade system? tamie believes it was and thinks we may
want to have messaging slong these tings as well, if the request ends up going in that direction. So far, it has not, but it
may in the follow-up questions.

Jemiler Cador | Mblic AMlairs OfTicer
Ministry of Finiee

Government of British Colinnbia
AN 124N

From: Foy, Anne FIN:EX

Sent: Tuesday, June 17, 2014 10:21 AM

To: Cador, Jennifer GCPE:EX

Cc: Flanagan, Paut FIN:EX

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

Cauple of minor edits and one gquestion

What is the source of the attached file, “BC Origin Exports of Energy Products, Value and Quantity,”? Unless the file
clearly states its source, the source should be stated in the email (i assume from the discussion that it is government
data).

Anne Foy
Strategic Advisor
Tax Pelicy Branch
Ministry of Finance

From: Cador, Jennifer GCPE:EX

Sent: Tuesday, June 17, 2014 10:14 AM

To: Foy, Anne FIN:EX

Cc: Flanagan, Paul FIN:EX

Subject: RE: For approval; MEDIA REQUEST: Carbon tax - Seattle Times

5
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Ok, thanks very much Anne.

| had the same question for BC Stats about using CPPA data, but Lillian said she was comfortable with it for a number of
reasons. However, 1 do understand your position and have revised the response to include only government data,
however it is difficult to read and the reporter will likely need assistance from MEM to figure it out.

thave incorporated your edits. Coutd you please confirm you're ok with the following:

Recammendation / Response:
s Are there any figures on total amount of fossil fuels produced in province?

¢ Please see the following links, available on the Ministry of Energy and Mines website, for fossil fuel
production data:

o Monthly files on fossit fuel production can be accessed at the following link:
http://www.empr.gov.be.ca/OG/ oilandgas/statistics/Pages/ManthlyStatistics.aspx

¢ Data on the value and volume of coal production can be found here:
http://www.empr.gov.be.ca/Mining/MineralStatistics/MineralSectors/Coal/ProductionandValues/Pa
gesfAnnualCoalProduction.aspx

= What percentage of that is subject to carbon tax because it's actually combusted in B.C. versus what percentage
is exported?

o The carbon tax applies to the purchase or use of fuels within the province. All fuel purchased or used
in B.C. British-Columbias subject to the carbon tax unless specifically exempt. Because it is levied at
the point of purchase, fuel coming into the province from ocutside of B.C. an-eutsidesourceis also
subject to carbon tax.

o Fuel used outside of B.C. is not subject to B.C. carbon tax. This includes fuel used outside of B.C. to
manufacture fuel subsequently imported into B.C. or fuel manufactured in B.C. that is subsequently
exported for use outside the province.

o The province is taking responsibility for emissions released within B.C., but recognizes that other
jurisdictions will need to introduce their own GHG reduction policies. The intention is to effectively
tax the emissions resulting from the purchase and use of fuels within the province.

o The attached file, “BC Origin Exports of Energy Products, Value and Quantity,” contains specific
figures on energy exports.

* At what point is carbon tax assessed within fossil fue! production and distribution system? Is it always assessed
at point of purchase, or at producer level, ar does it vary?

o The tax is imposed on the end consumer of fuel at the time of sale or use.
o To protect provincial revenue and reduce the compliance burden of fuel sellers, the carbon tax has a
security scheme like the security scheme under the Motar Fuel Tax Act.

dennifer Cador ) Public A OIficer
Minisivy of Finauer

Ciavernment of Brivish Cobnmidia

B Y1248
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From: Foy, Anne FIN:EX

Sent: Monday, June 16, 2014 4:26 PM

To: Cador, Jennifer GCPE:EX

Cc: Flanagan, Paul FIN:EX

Subject: FW: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

From: Flanagan, Paul FIN:EX

Sent: Monday, June 16, 2014 4:28 PM

To; Foy, Anne FINIEX

Subject: Re; For approval: MEDIA REQUEST: Carbon tax - Seattle Times

See Annes ominents

Paul Flanagan
Executive Director, Tax Policy Branch
BC Ministry of Finance

-------- Original message --------

From: "Foy, Anne FIN:EX"

Date:06-16-2014 2:23 PM (GMT-08:00)

To: "Flanagan, Paul FIN:EX"

Subject: RE: For approval: MEDIA REQUEST: Carbon tax - Seattle Times

| have significant concerns with the Ministry of Finance providing data from CAPP —if no provincial data is available, we
should say no provincial data is available and at most provide a link to alternative data sources. | have no way of

verifying the data provided.

With regards to the remaining butlets:

This buliet is a problem because we do not tax emissions, we tax the purchase and use of fuel.

e Fuel used outside of BC is not subject to BC carbon tax, this includes fuel used outside of BC to manufacture fuel
subsequently imparted intoc BC or fue! manufactured in BC that is subsequently exported for use outside the
province.

e The province is taking responsibility for emissions released within B.C., but recognizes that other jurisdictions
will need to intraduce their own GHG reduction policies. The intention is to effectively tax the emissions

resulting frerm-burrinefossiHuelswithin-the-previnee~from the purchase and use of fuels within the province.

We can't say fossil fuel because the tax applies to ethano! and biodiesel and we can’t refer to burning because the tax
alsa applies to fuel purchased in BC that is not combusted uniess a specific exempt applies

Anne Foy

Strategic Advisor
Tax Policy Branch
Ministry of Finance

Page 127 of 220 FIN-2015-52125 S2



From: Cador, Jennifer GCPEEX

Sent: Monday, June 16, 2014 2:05 PM

To: Foy, Anne FIN:EX

Cc: Flanagan, Paul FIN:EX

Subject: For approval: MEDIA REQUEST: Carbon tax - Seattle Times
Iimportance: High

Hi Anne and Paul,

For review and approval, here is the media request we have been discussing. Answers hightighted below. Please
approve at your earliest convenience:

Reporter f Qutlet / Contact: Hal Berntan, Seattle Times, 206 423 1898, hbernton@seattletimes.com

Request: Reporter is working on a series about effarts to reduce carbon emissions. He wants to know more about B.C.'s
carbon tax as it relates to fossil fuels destined for export. Specific questions are:

Are there any figures on total amount of fossil fuels produced in province?

What percentage of that is subject to carbon tax because it's actually combusted in B.C. versus what percentage
is exported?

At what point is carbon tax assessed within fossil fuel production and distribution system? [5 it always assessed
at paint of purchase, or at producer level, or does it vary?

Recommendation / Response:

Are there any figures on total amount of fossil fuels produced in province?
o The attached file, “Fossil Fuel Production,” contains the production data up to 2012.

o The complete data set is only available up to 2012; for more information, some of the data is
available to 2013 {including possible revisions to pre-2013 data) at this website:
http://www.capp.caflibrary/statistics/handbook/pages/statistical Tables.aspx?sectionNo=4%20-

%20ultfiigQAlwz

What percentage of that is subject to carbon tax because it's actually combusted in B.C. versus what percentage
is exported?

o The carbon tax applies to the purchase or use of fuels within the province. All fuel purchased or used
in British Columbia is subject to the carbon tax unless specifically exempt. Because it is levied at the
point of purchase, fuel coming in from an outside source is also subject to carbon tax,

o Neither the emissions released elsewhere to produce fuel imported to B.C. nor the emissions released
elsewhere from burning fuel exported from BC are included in the tax base.

o The province is taking responsibility for emissions released within B.C,, but recognizes that other
jurisdictions will need to introduce their own GHG reduction policies. The intention is to effectively
tax the emissions resulting from burning fossil fuels within the province.

o The attached file, "BC Origin Exports of Energy Praducts, Value and Quantity,” contains specific
figures on energy exports.

At what point is carbon tax assessed within fossll fuel production and distribution system? s it always assessed
at point of purchase, or at producer level, or does it vary?

o The tax is imposed on the end consumer of fuel at the time of sale or use,
B
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o To protect provincial revenue and reduce the compliance burden of fuel sellers, the carbon tax has a
security scheme like the security scheme under the Motor Fuel Tax Act.

Date & Time of Inguiry: 12:22 PM, jun. 16, 14

Background:
Link to the series: http://seattletimes.com/htmi/nationworld/2023524884 chinaseriesintrexmi.htmi

Jenilor Calor . Puldie MTaes {HTiver
Ainistey of Finaves

Governument of British Colombia

A UNT- A
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Foy, Anne FIN:EX

From: Foy, Anne FIN:EX

Sent: Friday, July 11, 2014 3:26 PM

To: Flanagan, Paut FIN:EX

Subject: FW: MEDIA REQUEST: LNG producers and Carbon tax - will they have to pay it?

Please confirm

Anne Fay
Strategic Advisor
Tax Policy Branch
Ministry of finance

Fram: Stewart, Janet GCPE:EX

Sent: Friday, July 11, 2014 3:24 PM

To: Foy, Anne FIN:EX

Subject: RE: MEDIA REQUEST: LNG producers and Carbon tax - wilt they have to pay it?

Can you confirm this (s currently public information?

From: Foy, Anne FIN:EX

Sent: Friday, July 11, 2014 3:17 PM

To: Flanagan, Paul FIN:EX; Stewart, Janet GCPE:EX; Parkinson, Pat A FIN:EX

Cc: Youngs, Kirsten R GCPEEX

Subject: RE: MEDIA REQUEST: LNG producers and Carbon tax - will they have to pay it?

The carbon tax applies to the purchase and use of fuels in BC including naturat gas, unless a specific exemption applies.
Natural gas used to power LNG facilities will be subject to the carbon tax.

The current carbon tax rate on natural gas, equal to 530 per tonne of carbon dioxide equivalent, is 5.70 cents per cubic
metre,

Anne Foy

Strategic Advisor
Tax Policy Branch
Ministry of Finanice

From: Flanagan, Paul FIN:EX

Sent: Friday, July 11, 2014 3:14 PM

To: Stewart, Janet GCPEEX; Parkinson, Pat A FIN:EX

Cc: Youngs, Kirsten R GCPE:EX; Fay, Anne FIN:EX

Subject: Re: MEDIA REQUEST: LNG producers and Carbon tax - will they have to pay it?

Paul Flanagan
Executive Director, Tax Policy Branch
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BC Ministry of Finance

-------- Onginal message --------

From: "Stewart, Janet GCPEEX"

Date:07-11-2014 2:55 PM (GMT-08:00)

To: "Parkinson, Pat A FIN:EX" ,"Flanagan, Paul FIN:FX"

Ce: "Youngs, Kirsten R GCPE:EX" "Stewart, Janet GCPE:EX"

Subject: MEDIA REQUEST: LNG producers and Carbon tax - will they have to pay iut?

Hi Pat and Paul — a media request {'m hoping you can provide a response to that deals with LNG producers
and carbon tax? tx

» Am I right that LNG producers will have to pay the carhon tax? Been doing a google search, seems to
be some uncertainty, but | would assume they would be taxed for emissions, yes?
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Foy, Anne FIN:EX

from; Foy, Anne FIN:EX

Seat: Monday, July 14, 2014 1:57 PM
To: Minishka, Bridget L FIN:EX
Subject: RE: Enquiry; contact

I will call him se he understands the process {to contact CT8 matlbox in future) and let him know { have forwarded his
email ta the mailbox

Anne Foy
Strategic Advisor
Tax Palicy Branch
Ministry of Finance

From: Minishka, Bridget L FIN:EX
Sent: Monday, July 14, 2014 1:56 PM
To: Fay, Anne FIN:EX

Subject: FW: Enquiry; contact

Just got this. t think it likely should go to the maitbox?

Bid you want to reply?

From: Anholt, Jim MIT:EX

Sent: Monday, July 14, 2014 1:55 PM
To: Minishka, Bridget L FIN:EX
Subject: Enguiry; contact

Hi Bridget. Sorry for the long winded voicemail.

'm working with a client that is compiling a business case to develop gas-fired clectrical generation capacity in the North
East,

The have sent me a question related 1o Provineial Sales tax. T was not aware that in some circunstances. LNG facilities
coudd be exempted from PS'T. Presumably this is on the sale of LNG Tor export (7).

ff this question is better posed elsewhere in your ministry. [ would be grateful if you could point me in the right direction:

“We have o question for you related to BC tox policy. We understand thot under certain circumstances, LNG facilities
could be exempted from BC sales taxes. However, we are not aware of an exemption for power generation equipment. In
o case like ours, in which the plont would be built to support naturel gas extraction and processing in order to be
defivered to the LNG facilities, is there any kind of sales tox policy we should research that would possibly apply to us, or
would it be “business as usual” for us?”

Many thanks. Jim

Jim Ankalt

Deveboped Markots, fndersational Investment
Mioistey of [nternativead Trade

Gel 6-FTE-2275 a4 -060-0831
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Lmail: imoApholtgsgoy beca
Website: www briticheslumbiaca/inyes,
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Foy, Anne FIN:EX

From: Anhalt, Jim MIT:EX

Sent: Monday, July 14, 2014 3:35 PM
To: Foy, Anne FIN:EX

Subject: RE: Enguiry; cantact

Annc: Thank you very much for your speedy response. | will share this email with our group as we deal with these
issucs atl the tine.

Much apprectated. JTim

From: Foy, Anne FIN:EX

Sent: Monday, July 14, 2014 2:25 PM
To: Anholt, Jim MIT:EX

Subject: RE: Enquiry; contact

Hi Jim,

Further to our phane call, if any of your clients have questions about how the PST or other consumption taxes (i.e.
carbon tax, motor fuel tax or tobacco tax} apply you shouid he advising them to send their questions to the Ministry of
Finance at .

Email: CTBTaxQuestions@gov.bc.ca

Phone: 1-877-388-4440
(toll free within Canada)

If your clients have questions about property taxes, they should contact the specific municipality or for property taxes in
the rural area (outside a municipality) ruraltax@gov.hc.ca

if you clients have questions about income taxes (personai or corporate) they should contact the Canada Revenue
Agency.

As mentioned, because taxes can be technically complex and fact specific, you may not wish to be the go between.
For your question below, | have already forwarded it.

Anne Foy

Strategic A