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British Columbia outlines requirements for heavy oil pipeline consideration
Updated July 24, 2012 - to add link to Technical Analysis

VANCOUVER — As part of ongoing work to participate in and monitor the Joint Review Panel on
the Northern Gateway Project, the government of British Columbia today outlined five
minimum requirements that must be met for the province to consider the construction and
operation of heavy oil pipelines within its borders.

“Our government is committed to economic development that is balanced with environmental
protection,” said Premier Christy Clark. “In light of the ongoing environmental review by the
Joint Review Panel on the Enbridge pipeline project proposal, our government has identified
and developed minimum requirements that must be met before we will consider support for
any heavy oil pipeline projects in our province. We need to combine environmental safety with
our fair share of fiscal and economic benefits.”

As set out in our government’s heavy oil policy paper, Requirements for British Columbia to
Consider Support for Heavy Qil Pipelines, the following requirements must be established:

e Successful completion of the environmental review process. In the case of Enbridge,
that would mean a recommendation by the National Energy Board Joint Review Panel
that the project proceed;

e World-leading marine oil spill response, prevention and recovery systems for B.C.’s
coastline and ocean to manage and mitigate the risks and costs of heavy oil pipelines
and shipments;

e World-leading practices for land oil spill prevention, response and recovery systems to
manage and mitigate the risks and costs of heavy oil pipelines;

e Legal requirements regarding Aboriginal and treaty rights are addressed, and First
Nations are provided with the opportunities, information and resources necessary to
participate in and benefit from a heavy-oil project; and

e British Columbia receives a fair share of the fiscal and economic benefits of a proposed
heavy oil project that reflects the level, degree and nature of the risk borne by the
province, the environment and taxpayers.

The first of government’s requirements is that any project proposal must be approved through
appropriate environmental assessment (EA) processes. EA processes are led by statutory
decision-makers, require a considerable level of project detail, frequently require public
hearings and are designed to bring transparency and engagement to project review.



The government of British Columbia has been consistent in its support for environmental
assessment, as a reflection of its commitment both to environmental protection and
sustainability, and to predictability, transparency and access.

Led by B.C.’s Minister of the Environment, work has now been completed to assess what would
be required to establish British Columbia and Canada as world leaders in marine oil spill
response. British Columbia is proposing a joint plan of action with the federal government that
would include the following elements:

e Limits to liability that ensure sufficient financial resources to properly address any spills;

e increased federal response capacity;

e Full adoption of the Unified Command model;

e Strengthened federal requirements on industry for the provision and placement of
marine response equipment and infrastructure;

e Industry-funded terrestrial (land-based) spill co-operative with sufficient human and
technical capacity to manage spill risk from pipelines and other land-based sources;

e Increased capacity within the provincial emergency response program to ensure
adequate oversight of industry; and

e A Natural Resources Damage Assessment process to provide certainty that a responsible
party will address all costs associated with a spill.

“When we consider the prospect of a heavy oil pipeline, and of the increased oil tanker traffic
that would result, it is clear that our spill prevention and response plans will require significant
improvements. Our government has already initiated discussions with the federal government
on improving our response plans and resources,” said Environment Minister Terry Lake. “This
represents an opportunity for British Columbia and Canada to develop world-leading
environmental protection regimes.”

The fourth requirement for the B.C. government to consider support for heavy oil pipeline
proposals is First Nations participation. Governments in Canada have a duty to consult and
accommodate First Nations, and British Columbia is committed to meeting this test. British
Columbia has developed a set of tools to help First Nations to partner with industry and
participate in economic development. These agreements help to create certainty for
development that benefits all British Columbians. British Columbia remains committed to this
approach.

“We believe the benefits to First Nations from major pipeline proposals must be clearly
identified, along with the measures that will help protect against environmental impacts,” said
Aboriginal Relations and Reconciliation Minister Mary Polak. “As recently as last week, such an
approach was endorsed by the Canadian Council of CEOs in their report on Aboriginal
participation.”



Lastly, British Columbia must receive a fair share of the fiscal and economic benefits of any
proposed heavy oil project. B.C. will shoulder 100 per cent of the risk in the marine
environment and a significant proportion of the risk on the land should a spill event ever occur.
Current heavy oil project proposals do not balance the risks and benefits for British Columbia.

“We have identified aggressive environmental requirements and principles for First Nations
engagement, and we have clearly stated we expect a fair share of the fiscal and economic
benefits for our province,” said Premier Clark. “British Columbians are fair and reasonable. We
know we need resource and economic development, but we also expect that risks are
managed, environmental protection is uncompromised and that generations will benefit from
the decisions we make today.”

For ‘Technical Analysis: Requirements for British Columbia to Consider Support for Heavy Oil
Pipelines’, visit:
http://www.env.gov.bc.ca/main/docs/2012/TechnicalAnalysis-HeavyQilPipeline 120723.pdf

Four backgrounders follow.
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World-leading marine spill preparedness and response systems for British Columbia

Protecting the province’s environment is a priority for its citizens and the B.C. government. While B.C. is
not the government lead in terms of responding to a marine spill, advocating for world-class protection
measures and procedures is a B.C. priority. Guided by an analysis of international marine response plans
and procedures, the B.C. government is moving forward with 11 recommendations to the federal
government aimed at improving Ottawa’s marine spill management. Chief among those
recommendations are:

Encourage the federal government to strengthen requirements for certified marine spill response
organizations.

Current response times and planning capacity are less stringent than other jurisdictions like Alaska and
Norway. For example, for the types of tankers being proposed for Canada’s west coast, Alaska requires
planning for 300,000 barrels. In Canada, response organizations are only required to maintain response
plans for spills up to approximately 70,000 barrels (10,000 tonnes).

Further, Alaska allows responders 72 hours to reach the spill site, while Canada allows 72 hours plus
travel time, which can sometimes add days to the response.

Encourage the federal government to enhance tanker requirements and available response capacity.
In shared bodies of water, the United States’ requirements exceed Canada’s. For example, the United
States requires escort tugs for laden tankers and mandates industry pay for designated and strategically
placed emergency response tugs. Canada does not have any similar requirements.

Ensure the Canadian Coast Guard adopts a unified command/incident command structure.

The Canadian Coast Guard has a unique response system which is only used in B.C. The United States,
companies and governments worldwide use a unified command/incident command response structure
for a range of emergency responses, including marine spills. By bringing the Coast Guard under this
system, an effective, co-ordinated response is better ensured while reducing layers of approvals that can
delay critical, prompt decision-making.

Current limits of liability rules strengthened to reduce government and public exposure to financial
risk.

The federal government should review its rules and requirements to ensure industry-funded response
funds are sustainable and adequate to fully cover a major response without requiring public money.
Currently, the total amount of ship owner insurance and industry funding available for spill response is
$1.3 billion. By comparison, the U.S. federal government maintains a spill fund that is forecast to grow
to nearly $4 billion by 2016.
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World-Leading on-land spill preparedness and response system for British Columbia

Land-based spill response is an area where the province has significant management responsibilities.
The safe transportation and use of hazardous materials — including oil and natural gas —is critical to
British Columbia’s economy and way of life. While land-based spills can be mitigated, they cannot be
completely avoided; they are a consequence of a modern economy.

Major resource developments in the province’s northeast, coupled with proposals to open new, and
expand existing, transportation corridors for petrochemicals, makes it timely for the province to
consider its spill management capacity.

B.C. government’s proposed policy:

A provincial policy review has confirmed support for the “polluter pays” principle. In other words, those
sectors (i.e. the oil and gas industry) that pose the risk must be responsible for all related mitigation and
response costs.

Ministry of Environment staff are in the process of reviewing options to implement industry-funded and
enhanced spill-management for land-based operations. It has three central elements:

e Anindustry-funded terrestrial spill response organization.

e Anenhanced provincial Environment Emergency Program.

e Natural resources damages assessment.

These changes would address some key issues facing B.C.’s land-based spill response practice, including
new requirements for:
e industry to have tested and government-approved geographic response plans; and
e provincial response capacity that matches the known risk, including staff and resources to
address spills.

The proposed policy would strengthen the province’s oversight role and facilitate the verification of
industry capacity. Further, it would ensure that a stable source of funding is available to ensure the
program continues to have a strong presence on-scene when a spill occurs. This role for government is
critical to protecting the provincial economic, social and environmental interests that can be impacted
when a spill takes place.

Next steps:
e Immediately strike a terrestrial spill response working group.
e Engagement with key industry associations and federal agencies.
e Complete in-depth technical analysis of policy and options.
e Public consultation on policy intentions paper.
e Draft legislation based on the chosen policy direction.
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Consultation and partnerships with First Nations

In British Columbia, case law requires the B.C. government to consult with First Nations on any decision
that may infringe on their treaty or Aboriginal rights. Where government makes a decision that will
infringe on rights, there is a legal duty called “accommodation,” which can include mitigation measures,
or even economic compensation. These legal requirements impact resource development and
government decision-making.

Consultation is not only a legal obligation, it is part of good governance, and the B.C. government takes
consultation and the courts’ direction on consultation very seriously.

B.C.’s approach is to work in partnership to give First Nations a meaningful role in land and resource
management. B.C. is also the first province to share resource development revenue with First Nations,
creating opportunities that flow benefits directly back into Aboriginal communities. B.C. has reached a
suite of strategic agreements that create certainty for First Nations and industry by making it easier for
business and First Nations to work together.

e B.C. has achieved nine Reconciliation and Strategic Engagement Agreements with First Nations.
These agreements provide First Nations with a defined role in the management of lands and
resources and often include tools to allow for increased First Nation participation in local
economies.

e B.C. has 189 active forestry agreements with First Nations. Since 2003, B.C. has provided
approximately $323 million and access to 63.9 million cubic metres of timber to First Nations.

e B.C.signed mine revenue-sharing agreements with Nak'azdli First Nation and McLeod Lake
Indian Band for the Mount Milligan Mine and the Tk’'emlups and Skeetchestn Indian bands for
the New Afton Mine. Further agreements are being negotiated.

e Economic Benefit Agreements with five Treaty 8 First Nations have provided $52 million to date
in First Nation benefits from gas and other development in northeast B.C.

e The First Nations Clean Energy Business Fund provides capacity, equity and revenue-sharing
funding for First Nation participation in this sector. Since 2010, the fund has provided nearly
$2.5 million to 53 First Nations.

The B.C. government has collaborated with the Business Council of British Columbia to develop the best
practices to increase general understanding of industry’s role. Increasingly, companies recognize that
building relationships with First Nations makes good business sense, and are taking steps to form
effective relationships that result in mutual benefits.

B.C. expects proponents to build strong, enduring relationships with First Nations potentially affected by
development projects. Through those relationships, there should be discussion of possible impacts on
Aboriginal interests, measures in place that would mitigate those impacts and a development of impact
management and benefit agreements.
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Fiscal benefits imbalance: Northern Gateway Pipeline

The Northern Gateway Pipeline is forecast to provide significant benefits to governments, communities
and individuals through taxation and royalty revenues, employment and indirect and induced jobs.

According to a research report by Wright Mansell Research Ltd., the pipeline is likely to generate an
incremental $81 billion in provincial and federal government taxation over a 30 year period between
2016 and 2046. Of the $81 billion, a full $36 billion is accrued by the federal government.

The remaining $45 billion in provincial revenues are split with $32 billion to Alberta, $6.7 billion to
British Columbia and the remaining $6 billion split among the remaining provinces, with Saskatchewan
appearing to benefit by nearly $4 billion. Thus, of the $81 billion in incremental taxation revenue, British
Columbia stands to receive approximately only 8.2 per cent.

The $36 billion to the federal government is anticipated to be distributed across the country on a per
capita basis as these revenues would be considered to be general and not dedicated revenues. There is
no guarantee these revenues would be distributed in this manner.

In addition, with the creation of a new market for Alberta oil in Asia, prices are forecast to rise such that
over the same 2016-46 period, there would be a price lift of $107 billion, split $103 billion to Alberta and
S4 billion to Saskatchewan, which has begun to exploit its heavy oil and bitumen resources. This lift
arises from an all increased value of all oil products that are being exported out of Canada with the
elimination of the discount paid for Canadian oil.

Given the risk to British Columbia from land-based and coastal bitumen spills, British Columbia does not
believe an equitable distribution exists for fiscal benefits. This imbalance must be addressed prior to
British Columbia considering provincial support.

Charts for this information:
Economic Benefits: http://flic.kr/p/cChx2d

Environmental Risks: http://flic.kr/p/cBRaT1
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