Hayes, Dana GCPE:EX

From: Walters, Peter ABR:EX

Sent: Wednesday, July 18, 2012 6:04 PM

To: Brennae, Mark GCPE:EX; Munro, Steve C ABR:EX
Cc: Platts, Robin GCPE:EX

Subject: RE: BG_gtwy_draft2 July 2012

Works for me, thank you.

From: Brennae, Mark GCPE:EX

Sent: Wed, July 18, 2012 5:04 PM

To: Munro, Steve C ABR:EX; Walters, Peter ABR:EX
Cc: Platts, Robin GCPE:EX

Subject: BG_gtwy_draft2 July 2012

Steve, Peter,

Athana asked for a short backgrounder basically summing up our four-pager.

Please take a look and let us know if this fits the bill.

As always, please advise on any changes or omissions, noting that we would like this to be very short.
S22 so please return this to Robin.

He is hoping to send it to the MO and to Athana by end of day Thursday.

Kind regards,
Mark
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Hayes, Dana GCPE:EX

From: Platts, Robin GCPE:EX

Sent: Wednesday, July 18, 2012 10:21 PM
To: Brennae, Mark GCPE:EX

Subject: Re: technical papers, Qs and As
Thanks. | will remind her to copy me S22

From: Brennae, Mark GCPE:EX

Sent: Wednesday, July 18, 2012 08:15 PM
To: Platts, Robin GCPE:EX

Subject: Fw: technical papers, Qs and As

Please see below

From: Brennae, Mark GCPE:EX

Sent: Wednesday, July 18, 2012 08:15 PM
To: Woolley, Paul GCPE:EX

Subject: Re: technical papers, Qs and As

Robin, Peter Walters is good with our document. Waiting on Steve tonight.
Please see Athana's email below.

From: Woolley, Paul GCPE:EX

Sent: Wednesday, July 18, 2012 05:19 PM

To: Mentzelopoulos, Athana GCPE:EX; Johnston, Karen GCPE:EX; Brennae, Mark GCPE:EX
Cc: Gleeson, Kelly T GCPE:EX

Subject: Re: technical papers, Qs and As

Can do. Still wordsmithing over here.

From: Mentzelopoulos, Athana GCPE:EX

Sent: Wednesday, July 18, 2012 05:14 PM

To: Johnston, Karen GCPE:EX; Woolley, Paul GCPE:EX; Brennae, Mark GCPE:EX
Cc: Gleeson, Kelly T GCPE:EX

Subject: technical papers, Qs and As

We will be desk-topping them into a document that has a consistent look and feel. Straight text with a cover and
title.

So, will need to get the finals to Andrew Pratt tomorrow ... can | ask you each to submit your individual pieces to him
with c.c. to me?

Qs and As will come in the morning. | am still working on them.

Thanks
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Hayes, Dana GCPE:EX

From: Platts, Robin GCPE:EX

Sent: Wednesday, July 18, 2012 11:14 AM

To: Brennae, Mark GCPE:EX

Subject: FW: Revised - NGP Topic Paper July 17 2012.docx
Attachments: NGP Topic Paper July 17 2012.docx

Robin Platts

Communications Manager

Government Communications and Public Engagement
Ministry of Aboriginal Relations and Reconciliation
250 387-1204

250 213-6451 (cell)

From: Brennae, Mark GCPE:EX

Sent: Tuesday, July 17, 2012 6:03 PM

To: Platts, Robin GCPE:EX

Subject: Fw: Revised - NGP Topic Paper July 17 2012.docx

From: Walters, Peter ABR:EX

Sent: Tuesday, July 17, 2012 05:46 PM

To: Brennae, Mark GCPE:EX; Munro, Steve C ABR:EX
Cc: Brown, Cayley ABR:EX

Subject: Revised - NGP Topic Paper July 17 2012.docx

Mark and Steve, here’s the updated topic paper. Cayley, just FYI.

S13
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Summary

The relationship between the Province and First Nations has evolved to include
meaningful consultation with First Nations on Crown actions that impact land and
resources, and greater opportunities for First Nation participation in social and economic
development. British Columbia takes an inclusive approach to land and resource
management, including a commitment that First Nations be involved in decision-making
processes. British Columbia shares revenues from resource development and negotiates
economic development agreements with First Nations in an effort to stimulate local
economies and improve social conditions.

British Columbia acknowledges the increasing role responsible business practices can
play in fostering strong relationships with First Nations, and solid foundations for
effective consultation processes, business partnerships and informed decision-making.

Background

Unlike other provinces, treaties have largely not been concluded in British Columbia. In
the absence of treaties, the Courts have confirmed that Aboriginal rights do continue to
exist, but have not clearly defined the nature of those rights and where they exist. Case
law requires British Columbia to consult with First Nations on any decisions that may
infringe their treaty or Aboriginal rights. Where government makes a decision that will
infringe 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.

In response, British Columbia has developed an innovative and flexible approach with
First Nations that has had a large degree of success in shifting from a primarily
adversarial relationship, to one that is more proactive and respectful, benefitting all
parties. This approach has led to a suite of strategic agreements with First Nations that
can facilitate consultation, support more effective land-use decision processes, share
provincial revenue, and provide tools for First Nations to partner with industry and
participate in the economy.

Principles

Given this background, there are three key principles that guide how British Columbia
interacts with First Nations on resource development projects:

1) Legal requirements to consult and accommodate First Nations for impacts on
aboriginal and treaty rights must be addressed;
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2) Proponents should make best efforts to avoid or mitigate the impact of a project on
aboriginal and treaty rights; and

3) First Nations should have the opportunity to benefit from major developments on
Crown land; specifically, proponents should make best efforts to conclude
agreements that provide training, employment and other economic benefits to First
Nations.

Building Relationships with First Nations

Proponents have an important role in ensuring that First Nations are involved in decision
making and receive benefits from development on Crown land. More important,
appropriate First Nation-proponent partnerships can provide significant benefits to all
parties.

To increase general understanding of industry’s role, British Columbia has drafted a
paper entitled, “Building Relationships with First Nations — Respecting Rights and Doing
Good Business”, in collaboration with the Business Council of British Columbia. The
best practices described in that document are summarized below.

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. Benefits for industry include:

1. Certainty for processes: a positive relationship can facilitate certainty for business
and other processes that result in timely business operations and decisions while
averting costly delays. Unmitigated potential impacts to Aboriginal interests can
delay decision-making and other related processes.

2. Access to a labour force: resource companies operating in rural areas face potential
shortages of skilled labour. First Nations communities are located throughout British
Columbia, including in rural and sometimes isolated parts of the province. Their
populations are young and are experiencing rapid growth — about three times the rate
of the non-First Nation population. This means that First Nations communities can
offer a local and available workforce.

|95

Access to services: the size, terrain and geography of British Columbia, and
distribution of population, also present challenges in accessing services. Often, the
community located closest to a project is a First Nation community which may be
able to provide a range of services that otherwise would be in short supply or costly to
access.

4. Marketing and social responsibility: some sector organizations and social
responsibility programs make it a condition that members form partnerships with
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First Nations. Benefits of membership include improved access to markets, business
partners and services.

Support for government consultation: a positive relationship between a company and
a First Nation can support the Province’s consultation obligations. It allows
companies to share information about their proposed projects directly with First
Nations, and in a timely manner. And, based on feedback from the First Nation,
companies can readily modify plans in order to avoid impacts to Aboriginal interests.

Access to local knowledge: First Nations hold a wealth of knowledge about the
diversity and interactions among plant and animal species, landforms, watercourses
and other biophysical features. Companies may benefit from this knowledge in order
to build new practices for protecting and conserving resources, including heritage
resources.

British Columbia’s Expectations of the Proponent

In the context of the opportunity to build mutually beneficial partnerships with First
Nations, British Columbia would expect the proponent to:

1.

Recognize the nature of the First Nations’ connection to the land or traditional
territories.

Provide opportunities for First Nations’ involvement in the planning of the project,
to provide greater opportunities to address cultural issues, economic priorities, and
environmental values.

Seek First Nations input into, and involvement in, environmental protection
measures, including adaptive management regimes, potential remediation measures,
and environmental monitoring.

Modify development plans to mitigate potential impacts on Aboriginal rights. For
example, should consultation reveal that the project may need to be modified to
protect a culturally sensitive area, the proponent would be expected to modify plans
accordingly.

Establish a commitment to provide employment, training and education
opportunities to First Nation community members.

Provide financial support for First Nations participation in project planning,
development and review.
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10.

11

Establish a commitment to enter into service and supply arrangements to the
project, that would build the economic capacity of a First Nation, and meet the needs
of the company and the industry.

Provide financial support for environmental assessments or traditional use
studies by First Nations.

Enter into protocols for engaging, sharing information and clarifying roles and
responsibilities.

Provide the opportunity for First Nations to participate in equity, profit or benefits
sharing in the project, through such vehicles as Impact and Benefit Agreements.

. Produce a comprehensive and accurate recording of the engagements with First

Nations.

Conclusion

British Columbia expects the proponent to build strong, enduring relationships with First
Nations potentially affected by the Northern Gateway Pipeline project. Through those
relationships, there should be discussion of possible impacts on aboriginal interests,
implementation of measures that would mitigate those impacts, and the development of
impact management and benefit agreements.
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BACKGROUNDER

Consultation and partnerships with First Nations

In British Columbia, case law requires the provincial government to consult with First Nations
on any decision that may infringe their treaty or Aboriginal rights. Where government makes a
decision that will infringe 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.

The provincial government’s approach is to work in partnership to provide a meaningful role in
land and resource management for First Nations. British Columbia is also the first province to
share revenue from resource development with First Nations, creating opportunities that flow
the benefits directly back into Aboriginal communities. The resulting relationship has led to the
signing of a suite of strategic agreements with First Nations that create certainty for First
Nations and industry by making it easier for business and First Nations to work together.

e BC has achieved Reconciliation and Strategic Engagement Agreements with XX 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 revenue-sharing 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. has signed mine revenue-sharing agreements with the Nak'azdli First Nation and
McLeod Lake Indian Band for the Mount Milligan Mine and with the Tk’emltps and
Skeetchestn Indian bands for the New Afton Mine. Further agreements are currently
being negotiated.

e Economic Benefit Agreements with four Treaty 8 First Nation have $52 million to date in
First Nation benefits from gas and other development in the northeast of the Province;

e Introduced 2010, the First Nation Clean Energy Fund provides capacity, equity and
revenue-sharing funding for First Nation participation in this sector.

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.
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Hayes, Dana GCPE:EX

From: Walters, Peter ABR:EX

Sent: Thursday, July 19, 2012 11:35 AM

To: Munro, Steve C ABR:EX; Brennae, Mark GCPE:EX
Cc: Platts, Robin GCPE:EX

Subject: RE: BG_gtwy_draft2 July 2012

Works from my perspective.

From: Munro, Steve C ABR:EX

Sent: Thursday, July 19, 2012 9:28 AM

To: Brennae, Mark GCPE:EX; Walters, Peter ABR:EX
Cc: Platts, Robin GCPE:EX

Subject: RE: BG_gtwy_draft2 July 2012

Hi Robin and Peter:

| have done a bit of editing. Please review and let me know what you think.

Steve Munro

Deputy Minister

Ministry of Aboriginal Relations and Reconciliation
(250)-356-1394

From: Brennae, Mark GCPE:EX

Sent: Wednesday, July 18, 2012 5:04 PM

To: Munro, Steve C ABR:EX; Walters, Peter ABR:EX
Cc: Platts, Robin GCPE:EX

Subject: BG_gtwy_draft2 July 2012

Steve, Peter,

Athana asked for a short backgrounder basically summing up our four-pager.

Please take a look and let us know if this fits the bill.

As always, please advise on any changes or omissions, noting that we would like this to be very short.

S22 please return this to Robin.
He is hoping to send it to the MO and to Athana by end of day Thursday.

Kind regards,
Mark
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Hayes, Dana GCPE:EX

From: Sweeney, Neil PREM:EX

Sent: Thursday, July 19, 2012 9:57 AM

To: Platts, Robin GCPE:EX

Cc: Brennae, Mark GCPE:EX

Subject: Re: Question re. NGP Topic Paper July 17 2012

Not that | am aware of at this point.

From: Platts, Robin GCPE:EX

Sent: Thursday, July 19, 2012 09:45 AM

To: Sweeney, Neil PREM:EX

Cc: Brennae, Mark GCPE:EX

Subject: Question re. NGP Topic Paper July 17 2012

Hi Neil

Athana has asked us to send this document to GCPE Graphics, so | just need to confirm with you — have any changes
been made to this since the attached version that Mark sent you yesterday?

Robin Platts

Communications Manager

Government Communications and Public Engagement
Ministry of Aboriginal Relations and Reconciliation
250 387-1204

250 213-6451 (cell)

From: Brennae, Mark GCPE:EX

Sent: Wednesday, July 18, 2012 12:46 PM

To: Sweeney, Neil PREM:EX; Mentzelopoulos, Athana GCPE:EX

Cc: Sturko, Derek EAO:EX; Walters, Peter ABR:EX; Platts, Robin GCPE:EX
Subject: FW: NGP Topic Paper July 17 2012

Here is the NGP discussion paper following our edits.

Please let me know whether our Comms shoppe is needed further on this.
Regards,

Mark
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Hayes, Dana GCPE:EX

From: Mentzelopoulos, Athana GCPE:EX
Sent: Thursday, July 19, 2012 9:35 AM
To: Platts, Robin GCPE:EX

Cc: Brennae, Mark GCPE:EX
Subject: RE: Quick question

Hi there — no, not the backgrounders. The actual papers (so, your four-pager).

From: Platts, Robin GCPE:EX

Sent: Thursday, July 19, 2012 9:34 AM
To: Mentzelopoulos, Athana GCPE:EX
Cc: Brennae, Mark GCPE:EX

Subject: Quick question

Hi Athana —re. your request below — are you asking for us to send our one-page backgrounders to Andrew? (The
other piece went back to Neil, so that one may have changed)

We will be desk-topping them into a document that has a consistent look and feel. Straight text with a cover and
title.

So, will need to get the finals to Andrew Pratt tomorrow ... can | ask you each to submit your individual pieces to
him with c.c. to me?

Robin Platts

Communications Manager

Government Communications and Public Engagement
Ministry of Aboriginal Relations and Reconciliation
250 387-1204

250 213-6451 (cell)
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Hayes, Dana GCPE:EX

From: Platts, Robin GCPE:EX

Sent: Thursday, July 19, 2012 12:41 PM
To: Brown, Cayley ABR:EX

Cc: Brennae, Mark GCPE:EX

Subject: BG gtwy draft3 July 2012 DM
Attachments: BG_gtwy_draft3 July 2012 DM.docx
Cayley,

FYl — here is the backgrounder | am sending to Athana. Steve and Peter W have reviewed.
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Hayes, Dana GCPE:EX

From: Platts, Robin GCPE:EX

Sent: Thursday, July 19, 2012 10:01 AM

To: Pratt, Andrew GCPE:EX

Cc: Mentzelopoulos, Athana GCPE:EX; Brennae, Mark GCPE:EX
Subject: NGP Topic Paper July 17 2012

Attachments: NGP Topic Paper July 17 2012.docx

Andrew

Here is MARR’s contribution for formatting.

Robin Platts

Communications Manager

Government Communications and Public Engagement
Ministry of Aboriginal Relations and Reconciliation
250 387-1204

250 213-6451 (cell)
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Hayes, Dana GCPE:EX

From:
Sent:
To:

Cc:
Subject:

Mentzelopoulos, Athana GCPE:EX
Thursday, July 19, 2012 1:21 PM
Platts, Robin GCPE:EX

Brennae, Mark GCPE:EX

RE: MARR backgrounder for Monday

My view on this one: perfect.

Thanks!

From: Platts, Robin GCPE:EX

Sent: Thursday, July 19, 2012 12:50 PM
To: Mentzelopoulos, Athana GCPE:EX

Cc: Brennae, Mark GCPE:EX

Subject: MARR backgrounder for Monday

Athana,

Here is our backgrounder re Consultation and partnerships with First Nations. Steve Munro has reviewed it and |

have also shared with Cayley Brown.

Also had a discussion with Cayley and Steve on the roll-out you sent — one or both of them will likely be in touch

with you.

Robin
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Hayes, Dana GCPE:EX

From: Brown, Cayley ABR:EX

Sent: Thursday, July 19, 2012 12:47 PM
To: Platts, Robin GCPE:EX

Cc: Brennae, Mark GCPE:EX
Subject: RE: BG_gtwy_draft3 July 2012 DM

Ok — I just spoke to Athana and told her you were sending it to her ©

Cayley Brown

Executive Assistant to the

Honourable Mary Polak

Minister of Aboriginal Relations and Reconciliation
Province of British Columbia

Phone: (250) 387-6618

E-mail: cayley.brown@gov.bc.ca

From: Platts, Robin GCPE:EX

Sent: Thursday, July 19, 2012 12:41 PM
To: Brown, Cayley ABR:EX

Cc: Brennae, Mark GCPE:EX

Subject: BG_gtwy_draft3 July 2012 DM

Cayley,

FYl — here is the backgrounder | am sending to Athana. Steve and Peter W have reviewed.
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Hayes, Dana GCPE:EX

From: Brennae, Mark GCPE:EX

Sent: Wednesday, July 18, 2012 8:17 PM
To: Mentzelopoulos, Athana GCPE:EX
Subject: Re: technical papers, Qs and As
Will do.

From: Mentzelopoulos, Athana GCPE:EX

Sent: Wednesday, July 18, 2012 05:14 PM

To: Johnston, Karen GCPE:EX; Woolley, Paul GCPE:EX; Brennae, Mark GCPE:EX
Cc: Gleeson, Kelly T GCPE:EX

Subject: technical papers, Qs and As

We will be desk-topping them into a document that has a consistent look and feel. Straight text with a cover and
title.

So, will need to get the finals to Andrew Pratt tomorrow ... can | ask you each to submit your individual pieces to him
with c.c. to me?

Qs and As will come in the morning. | am still working on them.

Thanks
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Hayes, Dana GCPE:EX

From: Brennae, Mark GCPE:EX

Sent: Wednesday, July 18, 2012 10:39 PM
To: Platts, Robin GCPE:EX

Subject: Re: technical papers, Qs and As

K. Thanks Robin

From: Platts, Robin GCPE:EX

Sent: Wednesday, July 18, 2012 10:20 PM
To: Brennae, Mark GCPE:EX

Subject: Re: technical papers, Qs and As

Thanks. | will remind her to copy me S22

From: Brennae, Mark GCPE:EX

Sent: Wednesday, July 18, 2012 08:15 PM
To: Platts, Robin GCPE:EX

Subject: Fw: technical papers, Qs and As

Please see below

From: Brennae, Mark GCPE:EX

Sent: Wednesday, July 18, 2012 08:15 PM
To: Woolley, Paul GCPE:EX

Subject: Re: technical papers, Qs and As

Robin, Peter Walters is good with our document. Waiting on Steve tonight.
Please see Athana's email below.

From: Woolley, Paul GCPE:EX

Sent: Wednesday, July 18, 2012 05:19 PM

To: Mentzelopoulos, Athana GCPE:EX; Johnston, Karen GCPE:EX; Brennae, Mark GCPE:EX
Cc: Gleeson, Kelly T GCPE:EX

Subject: Re: technical papers, Qs and As

Can do. Still wordsmithing over here.

From: Mentzelopoulos, Athana GCPE:EX

Sent: Wednesday, July 18, 2012 05:14 PM

To: Johnston, Karen GCPE:EX; Woolley, Paul GCPE:EX; Brennae, Mark GCPE:EX
Cc: Gleeson, Kelly T GCPE:EX

Subject: technical papers, Qs and As

We will be desk-topping them into a document that has a consistent look and feel. Straight text with a cover and
title.

So, will need to get the finals to Andrew Pratt tomorrow ... can | ask you each to submit your individual pieces to him
with c.c. to me?

Qs and As will come in the morning. | am still working on them.

Thanks
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Hayes, Dana GCPE:EX

From: Brennae, Mark GCPE:EX

Sent: Wednesday, July 18, 2012 8:13 PM

To: Walters, Peter ABR:EX; Munro, Steve C ABR:EX
Cc: Platts, Robin GCPE:EX

Subject: Re: BG_gtwy_draft2 July 2012

Thanks Peter

From: Walters, Peter ABR:EX

Sent: Wednesday, July 18, 2012 06:03 PM

To: Brennae, Mark GCPE:EX; Munro, Steve C ABR:EX
Cc: Platts, Rohin GCPE:EX

Subject: RE: BG_gtwy_draft2 July 2012

Works for me, thank you.

From: Brennae, Mark GCPE:EX

Sent: Wed, July 18, 2012 5:04 PM

To: Munro, Steve C ABR:EX; Walters, Peter ABR:EX
Cc: Platts, Rohin GCPE:EX

Subject: BG_gtwy_draft2 July 2012

Steve, Peter,
Athana asked for a short backgrounder basically summing up our four-pager.
Please take a look and let us know if this fits the bill.

As always, please advise on any changes or omissions, noting that we would like this to be very short.

S22 so please return this to Robin.
He is hoping to send it to the MO and to Athana by end of day Thursday.

Kind regards,
Mark
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Hayes, Dana GCPE:EX

From: Brennae, Mark GCPE:EX

Sent: Tuesday, July 17, 2012 6:03 PM

To: Walters, Peter ABR:EX; Munro, Steve C ABR:EX
Cc: Brown, Cayley ABR:EX

Subject: Re: Revised - NGP Topic Paper July 17 2012.docx

Thanks, Peter

From: Walters, Peter ABR:EX

Sent: Tuesday, July 17, 2012 05:46 PM

To: Brennae, Mark GCPE:EX; Munro, Steve C ABR:EX
Cc: Brown, Cayley ABR:EX

Subject: Revised - NGP Topic Paper July 17 2012.docx

Mark and Steve, here’s the updated topic paper. Cayley, just FYI.

513
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Hayes, Dana GCPE:EX

From:
Sent:
To:
Cc:

Subject:

Good.

Brennae, Mark GCPE:EX

Wednesday, July 18, 2012 11:22 AM

Walters, Peter ABR:EX

Platts, Robin GCPE:EX; Munro, Steve C ABR:EX
RE: Revised - NGP Topic Paper July 17 2012.docx

Making the change on the document | am editing now.
Will send to Steve shortly.

M

From: Walters, Peter ABR:EX

Sent: Wednesday, July 18, 2012 11:18 AM

To: Brennae, Mark GCPE:EX

Cc: Platts, Robin GCPE:EX; Munro, Steve C ABR:EX
Subject: Re: Revised - NGP Topic Paper July 17 2012.docx

Agreed.

On Jul 18, 2012, at 8:55 AM, "Brennae, Mark GCPE:EX" <Mark.Brennae@gov.bc.ca> wrote:

S13

From: Platts, Robin GCPE:EX

Sent: Wednesday, July 18, 2012 08:52 AM

To: Brennae, Mark GCPE:EX; Walters, Peter ABR:EX

Cc: Munro, Steve C ABR:EX

Subject: RE: Revised - NGP Topic Paper July 17 2012.docx

S13

Robin Platts

Communications Manager

Government Communications and Public Engagement
Ministry of Aboriginal Relations and Reconciliation
250 387-1204

250 213-6451 (cell)
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From: Walters, Peter ABR:EX

Sent: Tuesday, July 17, 2012 05:46 PM

To: Brennae, Mark GCPE:EX; Munro, Steve C ABR:EX
Cc: Brown, Cayley ABR:EX

Subject: Revised - NGP Topic Paper July 17 2012.docx

Mark and Steve, here’s the updated topic paper. Cayley, just FYL.

513
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Hayes, Dana GCPE:EX

From: Brennae, Mark GCPE:EX

Sent: Tuesday, July 17, 2012 6:03 PM

To: Platts, Robin GCPE:EX

Subiject: Fw: Revised - NGP Topic Paper July 17 2012.docx
Attachments: NGP Topic Paper July 17 2012.docx

From: Walters, Peter ABR:EX

Sent: Tuesday, July 17, 2012 05:46 PM

To: Brennae, Mark GCPE:EX; Munro, Steve C ABR:EX
Cc: Brown, Cayley ABR:EX

Subject: Revised - NGP Topic Paper July 17 2012.docx

Mark and Steve, here’s the updated topic paper. Cayley, just FYI.

S13
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Hayes, Dana GCPE:EX

From: Brennae, Mark GCPE:EX

Sent: Wednesday, July 18, 2012 7:27 AM

To: Pocock, Sharon GCPE:EX

Subiject: Re: BB MARR Report A.M. - Wednesday, July 18, 2012

Thanks Sharon

----- Original Message -----

From: Sharon.Pocock@gov.bc.ca [mailto:Sharon.Pocock@gov.bc.ca]
Sent: Wednesday, July 18, 2012 ©7:25 AM

Subject: BB MARR Report A.M. - Wednesday, July 18, 2012

MARR Report A.M.

Do not forward this email.

Click
http://tno.gov.bc.ca/tno/wapservlet/tno.otis.wapservlet?command=showonbb&key=0Tk@MjEyMjYud
G5v to view a Blackberry friendly version of this report.
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Hayes, Dana GCPE:EX

From: Brennae, Mark GCPE:EX

Sent: Tuesday, July 17,2012 7:17 PM

To: Platts, Robin GCPE:EX

Subject: Re: Revised - NGP Topic Paper July 17 2012.docx
K

From: Platts, Robin GCPE:EX

Sent: Tuesday, July 17, 2012 06:59 PM

To: Brennae, Mark GCPE:EX

Subject: Re: Revised - NGP Topic Paper July 17 2012.docx

Great, we can discuss in the morning

From: Brennae, Mark GCPE:EX

Sent: Tuesday, July 17, 2012 06:03 PM

To: Platts, Robin GCPE:EX

Subject: Fw: Revised - NGP Topic Paper July 17 2012.docx

From: Walters, Peter ABR:EX

Sent: Tuesday, July 17, 2012 05:46 PM

To: Brennae, Mark GCPE:EX; Munro, Steve C ABR:EX
Cc: Brown, Cayley ABR:EX

Subject: Revised - NGP Topic Paper July 17 2012.docx

Mark and Steve, here’s the updated topic paper. Cayley, just FYI.

S13
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Hayes, Dana GCPE:EX

From: Brennae, Mark GCPE:EX

Sent: Monday, July 16, 2012 4:49 PM
To: Mentzelopoulos, Athana GCPE:EX
Subiject: RE: Discussion

K.

Will do. Thanks,

M

From: Mentzelopoulos, Athana GCPE:EX
Sent: Monday, July 16, 2012 4:48 PM
To: Brennae, Mark GCPE:EX

Subject: Re: Discussion

Yes please keep Robjn in the loop. Thanks!

On 2012-07-16, at 4:46 PM, "Brennae, Mark GCPE:EX" <Mark.Brennae @ gov.bc.ca> wrote:

Hi Athana,

Regarding the sensitive issue we discussed on Friday: Is this something I can share with
Robin Platts?

S22 when this comes down (the 23", yes?) is there something I can do to
prepare things on this end?

Please let me know at your convenience.

Thanks,
M

Mark Brennae

Director of Communications

Ministry of Aboriginal Relations and Reconciliation
Province of British Columbia

Mark.Brennae@gov.bc.ca

250 953-3211
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Hayes, Dana GCPE:EX

From: Johnston, Karen GCPE:EX
Sent: Friday, July 20, 2012 10:22 PM
To: Platts, Robin GCPE:EX
Subject: Re: heavyoilNRversion3

Tks!!

From: Platts, Robin GCPE:EX

Sent: Friday, July 20, 2012 04:59 PM
To: Johnston, Karen GCPE:EX

Cc: Murphy, Bernadette GCPE:EX
Subject: Re: heavyoilNRversion3

Our M O is also good

From: Platts, Robin GCPE:EX

Sent: Friday, July 20, 2012 04:40 PM
To: Johnston, Karen GCPE:EX

Cc: Murphy, Bernadette GCPE:EX
Subject: RE: heavyoilNRversion3

Our DM is fine with these. | think our MO is, too, but am just double-checking.

Robin Platts

Communications Manager

Government Communications and Public Engagement
Ministry of Aboriginal Relations and Reconciliation
250 387-1204

250 213-6451 (cell)

From: Johnston, Karen GCPE:EX
Sent: Friday, July 20, 2012 4:19 PM
To: Platts, Robin GCPE:EX

Cc: Murphy, Bernadette GCPE:EX
Subject: RE: heavyoilNRversion3

Is this signed off by your DM and MQO?

Karen Johnston
Communications Director
Ministry of Environment
250 812 0495 (cell)

From: Platts, Robin GCPE:EX
Sent: Friday, July 20, 2012 4:14 PM
To: Johnston, Karen GCPE:EX
Subject: heavyoilNRversion3

S13
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Hayes, Dana GCPE:EX

From: Murphy, Bernadette GCPE:EX

Sent: Monday, July 23, 2012 9:00 AM

To: Platts, Robin GCPE:EX; Dalal, Suntanu GCPE:EX
Subiject: RE: MEDIA ADVISORY

There’s only one number

Bernadette Murphy
Communications Manager, GCPE
Ministry of Environment
Phone: 250-356-0202

Cell: 250-213-9590

Bernadette.Murphy@gov.bc.ca

From: Platts, Robin GCPE:EX

Sent: Monday, July 23, 2012 8:58 AM

To: Dalal, Suntanu GCPE:EX; Murphy, Bernadette GCPE:EX
Subject: FW: MEDIA ADVISORY

Hi

Is there a separate number we can call into to listen to the press conference? (Or can we just call into the media

dial-in?)

Robin Platts

Communications Manager

Government Communications and Public Engagement
Ministry of Aboriginal Relations and Reconciliation
250 387-1204

250 213-6451 (cell)

From: Government of British Columbia [mailto:GCPE.News@gov.bc.ca]
Sent: Sunday, July 22, 2012 3:30 PM

To: GCPE Minis

Subject: MEDIA ADVISORY

July 22, 2012
Ministry of Environment
MEDIA ADVISORY

VANCOUVER - Environment Minister Terry Lake and Aboriginal Relations and
Reconciliation Minister Mary Polak will outline government's position on
heavy o0il pipeline proposals. Supporting technical papers will also be
released followed by a technical briefing with officials from the ministries
of Environment, Aboriginal Relations and Reconciliation, Energy and Mines
and B.C.'s Environmental Assessment Office.

Event date: Monday, July 23, 2012
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Times:
10 a.m. news conference
10:30 a.m. release of technical papers

For media unable to attend the event, documents can be downloaded at:

http://www.env.gov.bc.ca/main/docs/2012/mediadocuments 120723 .html
11 a.m. technical briefing by officials

Location:

Ministry of Jobs, Tourism and Innovation
Suite 730, 999 Canada Place

Vancouver, B.C.

Dial-in numbers:
S15,8 17
Participant passcode: §15,8 17

Special instructions:

Phone lines will open prior to, and for the duration of, the news conference

and technical briefing.

Media Contact:

Suntanu Dalal
Communications

Ministry of Environment
250 580-0759
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Hayes, Dana GCPE:EX

From: Pocock, Sharon GCPE:EX

Sent: Monday, July 23, 2012 6:19 AM

To: Ritchie, Leanne GCPE:EX; Weisz, Bonnie GCPE:EX; Platts, Robin GCPE:EX
Subject: RE: MEDIA ADVISORY

Thanks Leanne. Coverage so far below

B.C. contemplates industry-pay model in pipeline demands
Vancouver Sun

Monday, July 23, 2012

Page AO3

Bv lonathan Fowlie
Copyright

Gateway pipeline risks exceed rewards, B.C. Premier says
Globe and Mail Online
Monday, July 23, 2012

By Karen Howlett & Bill Curry

Copyright
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Copyright

top

CHAN, Monday, July 23, 2012 05:33
By Global BC Morning News

Copyright

Liberals to spill beans on oil projects
Prince George Citizen
Monday, July 23, 2012
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Page 3
By Charelle Evelyn

Copyright

From: Ritchie, Leanne GCPE:EX

Sent: Monday, July 23, 2012 5:21 AM

To: Weisz, Bonnie GCPE:EX; Pocock, Sharon GCPE:EX
Subject: Fw: MEDIA ADVISORY

FYI...

From: Government of British Columbia [mailto:GCPE.News@gov.bc.ca]
Sent: Sunday, July 22, 2012 03:30 PM

To: GCPE Minis

Subject: MEDIA ADVISORY

July 22, 2012
Ministry of Environment
MEDIA ADVISORY

VANCOUVER - Environment Minister Terry Lake and Aboriginal Relations and
Reconciliation Minister Mary Polak will outline government's position on
heavy o0il pipeline proposals. Supporting technical papers will also be
released followed by a technical briefing with officials from the ministries
of Environment, Aboriginal Relations and Reconciliation, Energy and Mines
and B.C.'s Envirconmental Assessment Office.

Event date: Monday, July 23, 2012

Times:

10 a.m. news conference

10:30 a.m. release of technical papers

For media unable to attend the event, documents can be downloaded at:
http://www.env.gov.bc.ca/main/docs/2012/mediadocuments 120723 .html

11 a.m. technical briefing by officials

Location:

Ministry of Jobs, Tourism and Innovation
Suite 730, 999 Canada Place

Vancouver, B.C.

Dial-in numbers:
S$15,8 17
Participant passcode: g§15,S 17

Special instructions:
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Hayes, Dana GCPE:EX

From: Munro, Steve C ABR:EX

Sent: Thursday, July 19, 2012 5:01 PM
To: Platts, Robin GCPE:EX

Cc: Rashbrook, Janice ABR:EX
Subject: Enbridge Material

Contacts: Robin GCPE:EX Platts

Hi Robin:

I need a copy of the material MARR has forwarded to the PO (ie., disucssion paper and backgrounder). Also, do we
have copies of the other 3 papers.

Steve Munro

Deputy Minister

Ministry of Aboriginal Relations and Reconciliation
(250)-356-1394
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Hayes, Dana GCPE:EX

From: Stagg, Linda R GCPE:EX

Sent: Friday, July 27, 2012 12:42 PM

To: Platts, Robin GCPE:EX

Cc: Crebo, David GCPE:EX; Johnston, Karen GCPE:EX; Woolley, Paul GCPE:EX

Subject: FW: Change made to BG3 - British Columbia outlines requirements for heavy oil pipeline
consideration - News Release ltem for 2012ENV0047-001074

Attachments: 2012ENV0047-001074.docx; 2012ENV0047-001074.pdf; 2012ENV0047-001074.txt

As requested by Robin —

Please be sure the edit ‘took hold’.

Meanwhile, I'll get the GCPE Newsroom to make theirs match.

Linda Stagg

Direct: 250 387-4534 Mobile: 250 882-8673

From: Stagg, Linda R PAB:EX [mailto:Linda.Stagg@gov.bc.ca]
Sent: Friday, July 27, 2012 12:38 PM

To: Stagg, Linda R GCPE:EX

Subject: News Release Item for 2012ENV0047-001074

Please refer to the files attached to this email. The following is the summary of the News Release

Document Name: 2012ENV0047-001074.docx

NR Number: 2012ENV0047-001074

NR Type: News Release

State: Released

Release Date: 2012-07-23

Lead Organization: Environment

Headline: British Columbia outlines requirements for heavy oil pipeline consideration
Created By: Steggles, Amy GCPE:EX

This email was auto-generated.

Visit us online at: www.pss.gov.bc.ca
Committed to our customers... always working for you!

NEWS RELEASE

For Immediate Release
2012ENV0047-001074

July 23, 2012 Ministry of Environment

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.
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"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 Oil Pipelines, the following requirements must be established:

* 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;

* 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;

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

* 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

* 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:

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

* increased federal response capacity;

* Full adoption of the Unified Command model;

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

* 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;

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

* 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

2
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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/Technical Analysis-HeavyOilPipeline_120723.pdf

Four backgrounders follow.
Media Contact:

Suntanu Dalal
Communications

Ministry of Environment
250 580-0759

Connect with the Province of B.C. at: www.gov.bc.ca/connect

BACKGROUNDER 1

For Immediate Release
2012ENV0047-001074

July 23, 2012 Ministry of Environment

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

3
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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.

Media Contact:

Suntanu Dalal

Communications

Ministry of Environment

250 580-0759 Connect with the Province of B.C. at: www.gov.bc.ca/connect
BACKGROUNDER 2

For Immediate Release

2012ENV0047-001074

July 23, 2012 Ministry of Environment

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:
* An industry-funded terrestrial spill response organization.

4
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* An enhanced provincial Environment Emergency Program.
* Natural resources damages assessment.

These changes would address some key issues facing B.C.'s land-based spill response practice, including
new requirements for:

* industry to have tested and government-approved geographic response plans; and

* 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:

* Immediately strike a terrestrial spill response working group.

* Engagement with key industry associations and federal agencies.
* Complete in-depth technical analysis of policy and options.

* Public consultation on policy intentions paper.

* Draft legislation based on the chosen policy direction.

Media Contact:

Suntanu Dalal

Communications

Ministry of Environment

250 580-0759 Connect with the Province of B.C. at: www.gov.bc.ca/connect
BACKGROUNDER 3

For Immediate Release

2012ENV0047-001074

July 23, 2012 Ministry of Environment

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.

* 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.

* 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.

* 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'emlips and Skeetchestn Indian bands for the New Afton Mine.
Further agreements are being negotiated.
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* 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.

* 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.

Media Contact:

Robin Platts

Communications Manager

Ministry of Aboriginal Relations and Reconciliation

250 387-1204 or 250 213-6451 (cell) Connect with the Province of B.C. at: www.gov.bc.ca/connect
BACKGROUNDER 4

For Immediate Release

2012ENV0047-001074

July 23, 2012 Ministry of Environment

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
$4 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:
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Economic Benefits: http:/flic.kr/p/cChx2d
Environmental Risks: http://flic.kr/p/cBRaT]1

Media Contact:

Sandra Steilo
Communications

Ministry of Energy and Mines
250 952-0617

Connect with the Province of B.C. at: www.gov.bc.ca/connect

Page 41
GCP-2012-00160 41 of 147



Hayes, Dana GCPE:EX

From: Platts, Robin GCPE:EX

Sent: Sunday, July 22, 2012 6:02 PM

To: Brown, Cayley ABR:EX

Subiject: Fw: Status of announcement for tomorrow -- SENSITIVE

Attachments: TechnicalAnalysis-HeavyQilPipeline_07.pdf; heavyoilpipelineQsandAs.docx

Not sure if you got this - trying to make sure you are looped in. We can chat about the
process for this one tomorrow when you are available

----- Original Message -----

From: Munro, Steve C ABR:EX

Sent: Sunday, July 22, 2012 ©5:32 PM

To: Cunningham, Peter C ABR:EX; Walters, Peter ABR:EX; Porter, Charles ABR:EX; Brennae,
Mark GCPE:EX; Platts, Robin GCPE:EX

Subject: Fw: Status of announcement for tomorrow -- SENSITIVE

----- Original Message -----

From: Mentzelopoulos, Athana GCPE:EX

Sent: Sunday, July 22, 2012 ©5:25 PM

To: Munro, Steve C ABR:EX; Carr, Steve MEM:EX; Sturko, Derek EAOQ:EX; MacDonald, Cairine
ENV:EX; Standen, Jim ENV:EX; Jones, Christopher H JAG:EX

Cc: Dyble, John C PREM:EX

Subject: Status of announcement for tomorrow -- SENSITIVE

Copy of technical analysis as it has gone to print, attached.

NR and BGs are being readied for release at 1@ a.m. tomorrow. Media Advisory was issued at

3:30 p.m. today.

MTL and MMP have their speaking notes. I am also attaching a current draft of Qs and As,
although there is a bit of work still going on for detail on one of the First Nations
questions. Note -- they are draft.

See (some of) you tomorrow morning. Steve Carr -- I believe it is Graham that will be
there for you tomorrow, but I'm not 100 per cent certain, so please forward to him.

Thanks,
Athana
S 17
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Hayes, Dana GCPE:EX

From: Johnston, Karen GCPE:EX

Sent: Saturday, July 21,2012 9:11 AM

To: Woolley, Paul GCPE:EX; Giddens, Kiel ENV:EX

Cc: Mentzelopoulos, Athana GCPE:EX; Platts, Robin GCPE:EX
Subject: MO signoff on NR for Mon

Hey Paul- just a reminder that I need final signoff from you. Kiel- need MTL's approval
too. Robin has provided MARR's with minor changes - thank you. Kj
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Hayes, Dana GCPE:EX

From: Johnston, Karen GCPE:EX
Sent: Saturday, July 21, 2012 4:59 PM
To: Woolley, Paul GCPE:EX; Mentzelopoulos, Athana GCPE:EX
Cc: Platts, Robin GCPE:EX; Murphy, Bernadette GCPE:EX; Loiacono, Sabrina ENV:EX
Subject: NR for Monday -- nearly final - awaiting MEM
Importance: High
NR-Heavy Oil
rroposals_backgro.
Robin— S13 as requested. MTL is signed off on the attached so that leaves you Paul ©

Karen Johnston
Communications Director
Ministry of Environment
250 812 0495 (cell)
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BRITISH
COLUMBIA

NEWS RELEASE

For Immediate Release Ministry of Envircnment
2012ENV0047-001074
July 23, 2012

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

VANCQUVER — 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 reguirements 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:

s 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;

s  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;

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

s |egal 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

s 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,
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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 Envircnment, 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 jeint plan of action with the federal government that
would include the following elements:

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

increased federal response capacity;

Full adoption of the Unified Command model;

Strengthened federal requirements on industry for the provision and placement of

marine response equipment and infrastructure;

* 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;

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

s 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 rescurces,” 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 CEQs in their report on Aboriginal
participation.”
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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.

Media Contact: Suntanu Dalal
Communications
Ministry of Environment
250 580-0759

Connect with the Province of B.C. at: www.gov.bc.ca/connect
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BACKGROUNDER 1

For Immediate Release Ministry of Environment
2012ENV0047-001074
July 23, 2012

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.

Media Contact: Suntanu Dalal
Communications
Ministry of Environment
250 580-0759
Connect with the Province of B.C. at: www.gov.bc.ca/connect
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BACKGROUNDER 2

For Immediate Release Ministry of Environment
2012ENV0047-001074
July 23, 2012

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 Calumbia’s economy and way of life. While land-based spills can be mitigated, they cannct be
completely aveided; they are a consequence of a modern economy.

Major resocurce 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 ¢il and gas industry) that pose the risk must be responsible for all related mitigation and
response costs.

Ministry of Envircnment 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:

¢ Anindustry-funded terrestrial spill response arganization.

¢ Anenhanced provincial Environment Emergency Program.

e Natural resources damages assessment.

These changes would address some key issues facing B.C.’s land-based spill respense practice, including
new requirements for:
* 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.

Media Contact: Suntanu Dalal
Communications
Ministry of Environment
250 580-0759
Connect with the Province of B.C. at: www.gov.bc.cafconnect
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BACKGROUNDER 3

For Immediate Release Ministry of Environment
2012ENV0047-001074

July 23, 2012
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 rescurce 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 parthership 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 Naticns 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 MclLeod Lake
Indian Band for the Mount Milligan Mine and the Tk'emllps 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 cther development in northeast B.C.

® 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
52.5 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.

Media Contact: Robin Platts
Communications Manager
Ministry of Aberiginal Relations and Reconciliation
250 387-1204 or 250 213-6451 (cell)

Connect with the Province of B.C. at; www.gov.bc.ca/connect
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BACKGROUNDER 4

For Immediate Release Ministry of Environment
2012ENV0047-001074

July 23, 2012
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
$4 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

Media Contact: Sandra Steilo
Communications
Ministry of Energy and Mines
250952-0617

Connect with the Province of B.C. at: www.gov.bc.ca/connect
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HEAVY OIL PIPELINE PROPOSALS IN BRITISH COLUMBIA — QUESTIONS AND ANSWERS

Current Status of BC Position — page 1-10

Technical report — page 10 - 11
Tanker traffic & spill response — page 11-14
Scope of Northern Gateway Proposal -- page 14

Status of involvement before joint review panel -- page 15-18
Regulatory approval process — page 18 - 20

Current benefits/Fair share -- pages 20 — 21

First Nations Participation — page 22

Opposition position — pages 22 — 23
General Questions — pages 24
Trade Implications — page 24

CURRENT STATUS OF BC POSITION:

Why are you changing your position on Enbridge?

We have said consistently that the Joint Review Panel — the environmental assessment — should
be allowed to proceed to conclusion. Government has a responsibility to uphold and to respect
due process that is available and underscored by laws and regulations. Business should be able
to make their proposals for economic development in BC and anywhere in Canada. In Canada
we have laws, regulations and process for the determination of whether such development can
be undertaken in a way that is environmentally sustainable.

Our government has consistently underlined a number of core questions and concerns related
to the Enbridge proposal. Key among them is the imbalance between the overall benefits of the
project, the benefits to BC, and the balance of risk. If the project were to proceed, it is clear that
BC would assume virtually all of the risk and relatively little of the benefit.

We prepared technical analysis as the beginning of our work to address those questions. We
have always said we need to see all the facts related to this project. The environmental
assessment will provide that information, and our principles outline the minimum requirements
for us to consider support.

What’s new about the proposal that has been presented today?

We have developed five minimum requirements that must be met in order for our government
to consider providing provincial support to the proposals from Enbridge for the Northern
Gateway Pipeline, from Kinder Morgan for expansion of its Trans Mountain Pipeline, and from
any other proponent for a heavy oil pipeline.
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First, as always, we are awaiting the results of the Joint Review Panel. For our government to
consider support for a heavy oil pipeline, environmental assessment approval is a first principle.

We have developed discussion papers to support our objective of making Canada a world leader
in marine spill prevention, preparedness and response, and in terrestrial spill prevention,
preparedness and response.

We have established a set of principles related to First Nations opportunities, information and
resources that would have to be addressed in order for our government to support the
Northern Gateway project proposal.

And we have analyzed the anticipated revenues to both governments and individuals of the
Enbridge proposal, and developed a position whereby BC would realize fiscal benefits for its
citizens in proportion to the environmental risks the province would assume if the project is
approved.

Why are you making this announcement today?
There are a number of decisions and events that have come together to make this the
appropriate time to identify our minimum requirements.

We have been preparing technical analysis of the NGP proposal as we have been reviewing the
evidence before the JRP.

The NTSB report on the Kalamazoo spill was released last week.

It was time to make the decision whether to cross-examine Enbridge.

And, Premier Clark will be attending Council of the Federation this week in Halifax, where
discussions about energy will be part of the agenda.

Has your position only changed now that the NTSB has submitted its report on Enbridge’s
disaster in Michigan. Are you feeling the pressure?

Our government has signalled since we established our Intervenor status that we are taking an
active role in this JRP. The NTSB report was an important consideration, but just one of several.

Why the decision to get involved now, after more than a year of sitting on the fence?
Throughout the JRP to date, our government has addressed process decision points in an
informed and deliberate way. We have looked not only at the immediate impacts of each
decision, but also at the longer-term consequences.

For example, we made an informed decision about assuming Intervenor rather than
Government Participant role — among other things, this is an advantage in the final hearings,
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when Intervenors can question any Party, without leave of the Panel. We anticipated from our
close monitoring of the JRP that they would call for parties to indicate their intent to cross-
examine Enbridge, and that is why we communicated our position when we did.

Our government will continue its close monitoring of the JRP process and careful examination of
submissions and evidence, and conduct ourselves according to the principles we have
established.

Fundamentally, it is inconsistent and sends a poor message to investors around the world when
politicians decide to pick and choose which projects should be allowed to undergo
environmental assessment and which should not. Access is a fundamental principle, and
business must be allowed to make their case about how they can engage in economic
development while protecting the environment. Environmental assessment is the process for
judging the case they make.

Why has there been no mention of this possibility (cross examination) before?

Joint Review Panels always have cross-examination opportunities. We were aware from officials
monitoring the JRP that the deadline for decision on whether to cross-examine Enbridge was
approaching. We considered the options and decided to cross-examine.

When might the cross examination occur and by whom?

The final hearings commence on September 4, 2012. The actual date for cross examination by
the province will be determined in the hearing process. Cross-examination would be conducted
by counsel of the Ministry of Justice.

Premier Redford has said that Premier Clark is under pressure to take a position, and she cited
recent newspaper columns to that effect. Is the government finally succumbing to the
pressure?

Premier Clark met with Premier Redford to discuss the position that we are outlining today.

Obviously there are elements of this position that are uncomfortable to the government of
Alberta — particularly the discussion about fair share of benefits. We are committed to
respectful discussions about this and the other requirements we have outlined, and we believe
in a no-surprises environment when it comes to our intergovernmental partners.

But Premier Redford told reporters that Premier Clark only talked about three issues —
consultations with First Nations and making sure Enbridge had stringent protocols to protect
water and land from spills. No mention of fair share?

The Premiers had a private meeting. | can’t comment on Premier Redford’s take on the meeting,
| can only say there should be nothing in today’s announcement that will be a surprise to the
government of Alberta.

Page 54
GCP-2012-00160

54 of 147



10. Why did the Premier have secret and un-scheduled meetings with Premier Redford and

11.

12,

Premier Wall?

Premiers have private meetings and conversations all the time. They were scheduled meetings,
and Premier Clark travelled to Saskatchewan and Alberta specifically to meet with her
colleagues.

Our government has been monitoring the JRP and evaluating the Enbridge proposal, in the
context of the realistic expectation that there will be more proposals for heavy oil pipelines.

Given the upcoming opportunity to cross-examine Enbridge, and the culmination of focused
technical analysis of risks and benefits, the time is right to identify the five requirements that
will have to be in place before we will consider provincial support for a heavy oil pipeline. The
Premier travelled to Saskatchewan and Alberta to ensure her colleagues were not surprised by
our announcement, and to begin discussions based on the fact that, for these proposals, the
majority of the risk but a minority of the benefits accrue to British Columbia.

Minister Lake just met with his federal colleague, Minister Kent, last week. Did they discuss
this issue?

It was obvious from Minister Kent’s comments that the NGP proposal was top of mind for both
of them.

The government’s position on Enbridge has evolved in the past few months. In the past few
months, the Premier has hired people who were previously employed by Enbridge. Any
connection?

Our government has laid out a detailed, principled approach based on significant technical and
policy work undertaken over the past few months.

In a significant respect, our position remains fundamentally the same — the project proposal
must pass the environmental review process.

We have also completed work to support our five requirements — that there will have to be a
commitment by the company and affected governments to Canada being a world leader in
marine and terrestrial spill response and mitigation; that revenue sharing must be more
reflective of the balance of risk; and that there must be opportunities for First Nations
participation in these projects.

We have also made the decision to exercise our Intervenor status to cross-examine
Enbridge/Northern Gateway.
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13. If the JRP approves the project, how can your government ensure your other four principles
are met?
We have commenced discussions with the governments of Alberta and Canada and made our
position clear. Given the jurisdictional authorities related to and the approvals required for
completion of the project proposal, we are confident that we have sufficient authority to
require these principles be addressed. All of this will be the subject of ongoing discussions
between our government and Alberta and Canada.

We have made our bottom line clear, but we do not intend to negotiate in public.

S13

15. Are you submitting these technical papers to the JRP? Haven’t you missed the deadline for
submission of evidence?
The JRP process will continue and the facts related to this project will continue to emerge. Very
significant volumes of information are already available, and our government has dedicated
capacity to assess it and monitor the hearings. As everyone knows, Enbridge brought forward
new information about pipeline safety just last week.

As for the discussion papers we are releasing today, they represent the starting point of needed
dialogue and negotiations between levels of government. Our government has done significant
work to identify the minimum requirements that will be required for us to consider provincial
support. These papers outline those requirements and will be the basis for a political,
intergovernmental approach.
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16.

17.

18.

Your discussion papers acknowledge that you are still lacking information required to assess
whether the environmental and social risks outweigh the economic benefits provided by the
Northern Gateway project. How can you develop these principles in the absence of this full
information, and why after two years are you still lacking such critical information?

Our government has consistently pointed out that the JRP process is an iterative one, where
evidence continues to be provided both by the proponent and by Intervenors and Government
Participants. There are many details about this project that are still forthcoming, and will be
determined as it unfolds.

Even the Enbridge proposal does not go into specific detail on everything. The final detailed
pipeline route would be finalized within the 1-kilometre wide project pipeline corridor during
detailed engineering. The detailed route will incorporate detailed engineering, construction, and
operations considerations, further site-specific constraint mapping, results of Aboriginal
Traditional Knowledge studies and further field investigations and input from participating
Aboriginal groups and communities, landowners, the public, other interested parties and
government agencies. Just last week, we received information from Enbridge about pipeline
safety.

The province can match its technical detail to the levels of details that have been provided. It
can also point to areas where it feels more detail is required

If the Enbridge proposal is not approved by the JRP, what happens to your principles?

Our government’s first principle is that the project will have to achieve JRP approval as a
condition of provincial government support. We have been clear that our principles apply to any
proposal for a heavy oil pipeline in British Columbia.

Environmental assessment approvals would be the trigger for the additional provincial
requirements for leadership in marine and land spill management, appropriate sharing of
benefits, and opportunities for First Nations participation.

These are our minimum requirements before the province will consider support for any pipeline
proposal for heavy oil.

It is clear that many or even most British Columbians oppose the Northern Gateway Project.
Why have you not consulted with British Columbians in establishing your position?

Our government is taking a leadership position with respect to these major project proposals in
British Columbia. We believe British Columbians will be supportive of a position that connects
provincial support for these projects with a requirement for world leadership in marine and
terrestrial spill management, fair sharing of benefits, and opportunities for First Nations
participation. The projects will also have to pass the environmental assessment process, which
includes public hearings throughout the province.
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19.

20.

21.

You’'ve released a set of principles related to First Nations engagement. Can we take it that
you are speaking on their behalf?

Our government is not speaking on behalf of First Nations. Rather, we have laid out a position
that, as a condition for the government to consider support, aboriginal and treaty rights must be
addressed and First Nations should have the opportunity to benefit from heavy oil pipeline
project proposals.

You have set a very high bar for approval of these projects, perhaps an impossible standard.
Aren’t you just trying to appropriate the position of the NDP — aren’t you really just saying
J{no-”

It’s interesting that some commentators have already called this a no dressed up as a yes, and

others have called it a yes dressed up as a no.

We have five principles that must be met for our government to consider supporting the
project.

Our government supports economic development in British Columbia and we do not view
resource development as a disease, which is the position of the NDP.

Our government believes we can achieve both economic development and environmental
protection, and we believe that projects of these proportions present an opportunity for BC and
Canada to make significant advancement in our marine and terrestrial spill management
regimes.

We are also insisting on a fair share of the benefits from these projects. The NDP have
categorically rejected the possibility of fair share.

The leader of the opposition says that the Northern Gateway fails the test of: net benefit to
British Columbians that balances environmental, social and economic objectives. Are you
responding to their challenge?

The NDP have categorically rejected Northern Gateway. And although they say they want to
maintain a moratorium on oil tanker traffic (a moratorium that does not exist), they have
suggested they support the Kinder Morgan proposal.

Our government has been consistent. We expect proposals to go through the appropriate
environmental review, and we support their access to this due process.

For the provincial government to support these projects, should they pass environmental
review, we are requiring the federal government to work as partners with us in establishing BC
and Canada as global leaders in marine and terrestrial spill management. We expect a fair share
of the benefits from the projects. And we will need to see First Nations support. So in fact, we
want them to pass the test of net benefit and we are being clear about what’s required to do so.
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22,

23,

24,

25,

The leader of the opposition has suggested that the Premier is “contradictory” in her stance
on Enbridge and that really, she just wants the project to proceed without ever having to
admit it. Is this just subterfuge?

Our government is transparent and consistent in our approach to these major projects. Our first
principle is that they will have to pass environmental reviews. Should they do so, we have four
other principles that must be addressed.

These four principles involve the federal government, the government of Alberta, First Nations
and Enbridge.

We've been clear since the beginning that we do not oppose pipeline construction in British
Columbia. There are different pipelines for different resources, and there are different levels of
associated risk. The challenge is to ensure the right balance between risk and spill management,
and between risk and benefit.

What are the impacts of changes to the Federal Fisheries Act on this project proposal and on
your support for it?

At this stage it is too early to tell what impact the Federal Fisheries Act changes could have on
this, or any project. Working with staff at the Department of Fisheries and Oceans, we are
seeking to better understand these recent changes and by extension, any impact that they may
have on fisheries management in BC.

The government supports the Prosperity Mine proposal, and yet you say for Northern
Gateway that it must meet environmental reviews. Why the contradiction?
There is no contradiction.

Prosperity mine decisions by both federal and provincial governments were based on comprehensive
environmental and socio-economic assessments. Our government is committed to these assessment
processes, and to the integrity of the statutory decision-makers who do their job in an impartial manner
when considering such projects.

You have said you will cross-examine Enbridge/Northern Gateway. But the leader of the
opposition pointed out in estimates debate that you can only cross-examine based on
evidence submitted. And you have not submitted evidence. On what basis will you cross-
examine?

Cross-examination of Enbridge will be on the evidence it has filed, including its application and
responses to information requests that have been filed through the proceeding.
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26.

27.

The Premier has said that the province will shoulder all of the risks of the project. If you know
this, why have you not submitted it as evidence?

There is voluminous evidence before the JRP now on this matter. There is nothing the
government could add to that evidence in terms of the project detail, its scale, or the risks
associated with it.

Has the provincial government analyzed the implications of expanded oil tanker traffic that
would flow from northern gateway? And if so, why has such evidence not been submitted to
the JRP?

The province has considered the implications of expanded oil tanker traffic. We know that
Enbridge tankers would have to co-exist with current and future traffic volumes, and that there
are implications as that volume increases. Our analysis suggests there are already significant
risks associated with the current tanker traffic.

Regulating tankers and risk assessments of tanker traffic is led by the federal government. This
does not mean the province doesn’t have a stake in safe tanker traffic. As such, we are
recommending that the federal government work with us to review industry requirements, and
mandate geographic response plans that assess the risk — from tanker traffic, but also things like
narrowness and depth of passages, weather, tug availability, route, historical factors, and
environmental sensitivity.

The number of tankers operating along BC’s coast is not a standard number. It changes from one
year to the next, depending on market demand, infrastructure availability and resource
development. The province continues to monitor tanker traffic — in conjunction with all other
marine traffic — to assess what it means to provincial interests.

Today, tankers operate via ports near Vancouver and Kitimat. Kinder Morgan’s Port Vancouver
Terminal loaded 69 oil tankers in 2010. Port Vancouver also handled 111 jet fuel and gasoline
tankers in 2010. Kitimat receives approximately 60 tankers carrying petrochemicals in a year.
Tankers arriving at and departing from US ports also impact BC’s current tanker count. In 2010,
there were approximately 700 oil tanker trips between Alaska and Washington State. Tankers
are loaded in Alaska and unloaded in Washington State; they then make a return trip to Alaska.

The route passes the entire length of BC's outer coastline and runs through the Salish Sea. While
these tankers do comply with a voluntary tanker exclusion zone that keeps them outside of BC's
northern coastal waters and inside passage, they are close enough that they impact BC.
Between 1996 and 2003, there was an average of 410,301 vessel movements in a year. In the
last seven years, there has been a 15 per cent increase over the annual average of the 1996 —
2003 period.
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28.

29.

30.

31.

Some commentators have suggested that projects much less contentious than Northern
Gateway never survived the approvals process in BC — Kemano Completion Project and Windy
Craggy, for example. How can you reasonably expect Northern Gateway would be approved,
given that history?

Our government has not prejudged the environmental assessment process. Northern Gateway
may or may not meet the standards required to pass approval. Part of what contributes to the
success of a project in the environmental assessment process is the ability and willingness of
proponents to adjust their projects to address concerns identified through the assessment.
Should it pass, our government has identified four further principles that will have to be met in
order to secure provincial support. We have now clearly communicated what will be required.

TECHNICAL REPORT ON PROJECT

Recent media stories as well as intervention before the JRP have revealed that BC has
prepared a technical report about the project and you refuse to release it. Why won’t you
release the technical report?

The preliminary report, coordinated by the BC Environmental Assessment Office, is not a public
document. Furthermore, the report is protected by litigation privilege as it was prepared
following the commencement of the NEB proceeding for the purpose of providing confidential
advice to Cabinet and legal advice to the Province with respect to the JRP process.

Our government’s intervention in the JRP is the subject of ongoing Cabinet consideration. The
technical report informs that and as such remains a Cabinet confidence. However, | can advise
that the most substantive issues identified in that report have been reflected in the principles BC
has identified as essential for BC to even consider support for the project.

But Terry Lake has said it will eventually be made public. When, and why not now?
It is important to differentiate among the volume of work the government has prepared as we
have continued our analysis of the project and monitored the JRP process.

The technical report — which has been requested for example by the Coastal First Nations, is not
a public document. We may consider eventually releasing it, but at this time it continues to
inform ongoing deliberations of Cabinet and is therefore considered confidential. That technical
report has also informed the four technical reports that we have released publically, and that
support the Principles we have developed to support our position on heavy oil pipelines.

Why have you refused the request of the Coastal First Nations, submitted to the JRP, to
release the technical report. Are you not unnecessarily antagonizing First Nations?

The preliminary report, coordinated by the BC Environmental Assessment Office, is not a public
document. Furthermore, the report is protected by litigation privilege as it was prepared
following the commencement of the NEB proceeding for the purpose of providing confidential
advice to Cabinet and legal advice to the Province with respect to the JRP process.
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Our government’s intervention in the JRP is the subject of ongoing Cabinet consideration. The
technical report informs that and as such remains a Cabinet confidence.

Your discussion paper on marine spills acknowledges that limits of liability in Canada mean
that a spiller may not have to spend more than approximately $1.3 billion cleaning up a spill.
Exxon has paid $3.4 billion towards cleanup in Alaska. Are you concerned about these limits?
This question cuts right to the heart of what we will achieve if our principles are addressed. We
want to position BC and Canada as a global leader in spill prevention, preparedness and
response. In fact, we are requiring these actions as a condition of provincial support for
Northern Gateway.

TANKER TRAFFIC / SPILL RESPONSE

So you would lift the moratorium on oil tanker traffic?
Setting aside the fact that there is no moratorium to lift, it is important to recognize that there is
significant oil tanker traffic now.

The number of tankers operating within BC is variable from one year to the next, depending on
market demand, infrastructure availability, and resource development.

Today, tankers operate via ports near Vancouver and Kitimat. Kinder Morgan’s Port Vancouver
Terminal loaded 69 oil tankers in 2010. Port Vancouver also handled 111 jet fuel and gasoline
tankers in 2010. Kitimat receives approximately 60 tankers carrying petrochemicals in a year.
Tankers arriving at and departing from US ports also impact BC’s current tanker count. In 2010,
there were approximately 700 oil tanker trips between Alaska and Washington State. Tankers
are loaded in Alaska and unloaded in Washington State; they then make a return trip to Alaska.

The route passes the entire length of BC’'s outer coastline and runs through the Salish Sea. While
these tankers do comply with a voluntary tanker exclusion zone that keeps them outside of BC's
northern coastal waters and inside passage, they are close enough that they impact BC.
Between 1996 and 2003, there was an average of 410,301 vessel movements in a year. In the
last seven years, there has been a 15 per cent increase over the annual average of the 1996 —
2003 time period. Vessel traffic of all types has increased, and is expected to continue to
increase over the next decade as BC and Canada’s economy is geared towards Pacific partners.

But wouldn’t the Northern Gateway increase tanker traffic beyond a sustainable level?

There are a number of proposed projects that would increase tanker traffic along BC’s coastline
—increases that would amount to more than double the number of tankers arriving and
departing from BC coastal waters and port each year.
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The project proposal for heavy oil pipelines would increase traffic and do present a degree of
incremental risk. They are the reason why we have identified our five principles that are
required to be met for the province to consider supporting the projects.

Is the government concerned that double the tanker traffic means double the possibility of a
spill?

Over the years, advances in technology, best practices and national and international
regulations have contributed to a much safer industry.

Keep in mind that globally, the data are clear — the rate of worldwide large spills (5,000 barrels
or more) has consistently decreased since the 1970s. This major decrease has occurred as tanker
traffic has continued to increase.

Your government has been relatively mute in the fight to keep Kits Coast Guard Station open.
Doesn’t that undermine your position about being a global leader in marine spill
management?

Our government has been active with the federal government with our concerns at Kits.

In the Pacific region, the Coast Guard maintains three Response Centres, located at the Coast
Guard bases in Victoria, Prince Rupert and Sea Island in Richmond. The Response Organization —
Western Canada Marine Response Corporation — maintains operational personnel and
equipment capacity on the South Coast, Vancouver Island and North Coast. Our discussion
paper on marine spill management emphasizes the need for that operational personnel and
equipment capacity to be strengthened and located in strategic locations along BC's coast. This
is where the focus has to be.

What is the polluter-pays principle?

The polluter-pays principle dictates that the responsible party — the spiller — is required to pay
all costs associated with the response and cleanup. When the system is working as it should, the
spiller and its contractors implement a plan that fully restores the environment to its original
condition while the Ministry of Environment verifies cleanup to ensure provincial interests are
protected.

What is the difference between federal and provincial terrestrial jurisdiction?

There are areas of overlapping jurisdiction, particularly around fish, fish habitat and the
coastline. The federal government has responsibility for spills on federal lands as well as
jurisdiction over migratory birds and fish and their habitats. Additionally, the federal Species at
Risk Act mandates the protection of identified species at risk; species which could be affected by
a terrestrial spill. For a spill to land under provincial jurisdiction, Environment Canada and
Fisheries and Oceans Canada would be expected to provide professional advice and guidance to
spill responders in relation to those species and habitats under their jurisdiction.
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The provincial government’s spill response program protects human health and the
environmental quality of the province’s water, land and air resources by: 1) monitoring,
augmenting or taking over a response to spills; and 2) developing tools to prevent, prepare for
and respond to spills. It works closely with other provincial and federal agencies, industry, local
government and stakeholders.

Does BC have sufficient programming and funding to respond to a catastrophic spill right
now?

Just about every government in the world would be challenged by a catastrophic spill. BC is no
exception.

One of the conditions of our considering support for the projects is establishing BC and Canada
as world leaders in spill management. This would include designing and implementing a polluter
pays system that ensures that the extent of spill response capacity available in BC is directly
linked to the extent of the risk present. As resource development occurs spill response capacity
would increase.

How you can establish these principles at the same time that you acknowledge, in your
discussion papers, that “much of the technical detail required to bring it to fruition are not
complete at this time, in large measure because they need to be developed in consultation
with industry”?

Our principles set out both a starting point and a bottom line for provincial support for these
projects. Our officials have been undertaking significant work to study marine and terrestrial
response around the globe — including Norway and Scandinavia — in order to set out the
requirements for BC and Canada to become an international leader. Much further work will be
undertaken, along with discussions with Canada and Alberta.

What are the elements that characterize global leadership in spill response? Marine?
Terrestrial?

Our government’s initial views on what is needed to achieve global leadership in spill response is
detailed in the technical discussion paper that we have released. In general, what we would be
looking to achieve would be:

For Marine:

e Strengthened federal requirements on industry for the provision and placement of
marine response equipment and infrastructure. This would include such things as rescue
tugs, equipment caches, trained responders and mandatory response time and capacity
to address non-traditional spills.

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

* Increased federal response capacity.

e Full adoption of the United Command model to ensure effective coordination of
resources.
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For Terrestrial:
e Anindustry-funded terrestrial (land-based) spill cooperative 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.
e Natural Resources Damages Assessment process that provides certainty that a
responsible party will address all costs associated with a spill.

42. Don’t the events at Pine River in 2000 speak to the ongoing lack of coordination between
governments in spill management? What have you done to address this confusion?
A lot has changed related to spill response since 2000 and more will have to change if the
Province is to support the Northern Gateway proposal. Regular joint exercises and ongoing
communication between BC and Canada has greatly improved collaboration. Going forward, it is
essential that the Canadian Coast Guard agree to implement the Unified Command Model
employed by BC and all other North American jurisdictions. Doing so will lead to even greater
coordination of response resources.

SCOPE OF NORTHERN GATEWAY PROPOSAL

43. What is the Northern Gateway proposal?
Enbridge has proposed a 1172-km long twinned pipeline to export bitumen from the Alberta oil
sands to Asian markets. About 670 kilometres of the proposed pipeline would be in BC. Built in
the same right-of-way, one pipeline would flow westward and move 525,000 barrels per day of
condensate-diluted oil out of Alberta’s oil sands to tankers in Kitimat, BC and another would
flow eastward and move 193,000 barrels per day of imported condensate, used to thin heavier
oil products for pipeline transport, from tankers in Kitimat to Alberta.

The proposed project also includes ten associated pump stations, seven of which would be
situated in BC, and a marine terminal at Kitimat with two ship berths and 14 tankers for storage
of oil and condensate.

44, Is it true that Enbridge has established a consortium for this project in order to avoid liability?
That is a question that is best put to the company itself.

The position of our government is clear — for us to consider provincial support for this project, it
will have to pass environmental approvals, we will have to be in a position of global leadership
for spill management, see a demonstration of First Nations support, and we require a fair share
of the benefits. Global leadership in spill management obviously has implications for any
company that would want to propose a project in British Columbia, regardless of how they
choose to organize themselves legally or corporately.
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STATUS OF INVOLVEMENT BEFORE JOINT REVIEW PANEL

What is British Columbia’s status before the Joint Review Panel?
On June 29, 2011, the Province of BC registered with the JRP for Intervenor Status.

What is the difference between Intervenor and Government Participant?
There are two options to participate in the review process — as an intervenor or as a
Government Participant.

At this point in the process and given that BC has made a decision not to submit evidence to the
JRP, both Intervenors and Government Participants can:

e Be questioned by the panel, on their evidence.;

e Submit motions and make submissions on other participants’ motions; and,

e Make final arguments during final hearings.

What are the advantages of being an Intervenor?

Intervenors can ask written information requests of Northern Gateway and all other participants
and can question them at the final hearing. With the Panel’s approval, Intervenors can also ask
questions of Government Participants at the final hearing. Government Participants require
leave to ask information requests of other intervenors or Government Participants, and also
require leave to question other intervenors orally at the public hearing.

Can BC change its status?
Participants may withdraw at any time, and can make a request to the Panel to change their
status at any time throughout the process.

Are you suggesting that Intervenor is better than Government Participant?
Both categories are considered Parties.

Our government studied this matter closely and reflected on what we would ultimately want
out of the JRP process.

In key ways, Intervenor status has greater flexibility than Government Participant. For example,
when submitting written questions, Intervenors can do so to any Party, without prior approval
of the Panel. Government Participants, on the other hand, may submit information requests to
Northern Gateway, but it is only with prior permission of the Panel that they may submit
Information Requests to Parties other than Northern Gateway.

Similarly, for the Final Hearings, Intervenors have the ability to question any other Party, while
Government Participants may question Northern Gateway, but it is only with the prior approval
of the Panel that they may question Parties other than Northern Gateway.
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If that’s true, then why have you been criticized so vigorously for your choice of Party status?
In key ways, Intervenor status allows for important flexibility. Status as Intervenor allows for
submission of written evidence and it was a deliberate decision of our government not to
exercise that option. However, we do have the opportunity to seek leave of the Panel should we
decide there is a reason to submit evidence. To date, we have continued to conclude there is no
benefit to submitting evidence.

Although only a curiosity, it is interesting to point out that the Opposition at one time was
encouraging government to apply for Intervenor Status. Doug Donaldson said in Estimates
debate in May 2011, “...would the Minister commit today that he will have the province apply to
become an intervenor status so that we can have our good public servants with their good
knowledge of the B.C. land base actually inform this process on behalf of B.C. citizens?”

Isn’t it true that you chose intervenor status simply to avoid being cross-examined?

No. As Intervenors, we have flexibility to question any party. Furthermore, we have submitted
information requests to Enbridge, and we have now signalled our intent to cross-examine the
company.

Critics have suggested that B.C. has either chosen, missed deadlines or simply missed out on
the opportunity to produce or analyze evidence. Is that true?
No.

Our government made a deliberate decision not to submit written evidence, a decision that
could be re-visited if we decided there was reason to do so and the Panel concurred.

As for analysis of evidence, this is also an area that may have been misunderstood by critics. Our
government made a deliberate decision not to apply to cross-examine the federal government.

We have now made a deliberate decision to cross-examine Enbridge/Northern Gateway. Our
approach to this Panel has been under consideration by Government for some time, and at
every key milestone we have considered our options and made strategic decisions.

It is important to note — and frequently overlooked — that our government has submitted
written questions.

Why did your government miss the deadline to cross-examine the Federal government?
Governments don’t generally cross-examine each other — they work collaboratively.

Our government has been closely considering our status before the JRP and our appropriate role
since the process began. We have continued to work on a technical review of the project, we
monitor the hearings and analyze submissions, and we consider at each step the appropriate
decision of government related to JRP milestones.
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Our government made an informed decision not to cross-examine the Federal government. On
reflection, we have decided we will cross-examine Enbridge. We made that decision when it was
time, as we knew from monitoring the JRP that they would be asking for those submissions.

We have now provided to the governments of Alberta and Canada — and released publicly — the
principles we require to be met in order for our government to support the project.

Does the opposition have official status before the JRP?

On April 30, 2012 the NDP caucus submitted a letter to the JRP stating that the risks of the
proposed Project outweigh its benefits, that it will cause significant adverse economic and
environmental effects, and it is not in the public interest. You would have to ask the opposition
about their rationale and status.

Is it true that British Columbia has ceded its authority to the federal government for review of
this project?
Our government is committed to one project, one process for major project development.

The proposed project meets the criteria for review under the provincial Reviewable Projects
Regulation of the British Columbia Environmental Assessment Act. The EAO and the NEB have
signed an Environmental Assessment Equivalency Agreement specifying that, where a proposed
Project requires both a BC EA Certificate under BC’s Environmental Assessment Act and an
approval under the National Energy Board Act, the assessment completed by the NEB is
considered equivalent to a BC EA process. As a result, a provincial environmental assessment of
the proposed Project is not required.

However, if the proposed Project is approved by the federal government, a number of provincial
permits and authorizations would still be required prior to construction and operation.

Can the agreement be rescinded?
There are termination provisions in the agreement.

However, it is important to underline that that the agreement only pertains to the
environmental assessment of projects covered by it. Other provincial approvals are not affected
by it.

The process our government is taking with this review is consistent with the Province’s
recommendations to the federal Standing Committee’s review of CEAA:

BC acknowledged that there are certain circumstances, such as matters of national significance,
where the federal government would have a strong interest in conducting federal
environmental assessments. In such cases, BC would continue to support the federal
environmental assessment process by providing technical input and administering subsequent
provincial permits.
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A recent study by the University of Victoria’s Environmental Law Centre suggested there is
growing concern about an “imbalance” of evidence. Are you not concerned that by sitting out
this process you are allowing proponents to gain an upper hand?

There has been a fair degree of misunderstanding about the official position of British Columbia
in the Panel process. BCis an Intervenor and we have anticipated and are now acting on our
ability to cross-examine Northern Gateway. We have submitted written questions to the Panel,
and we have now prepared a policy position on the Project that will be the basis for discussion
between ourselves and the governments of Alberta and Canada.

The notion that there is an imbalance of evidence is curious. Many parties opposed to the
pipeline have adduced evidence. Also, the Northern Gateway evidence will be tested and
carefully considered by the Panel.

UVic’s Environmental Law Centre suggested there is “no comparable evidence that chronicles
the overall costs and impacts of the project from the perspective of B.C.” Is that of concern to
your government?

This can only be characterized as a vague assertion of the study’s authors, and it is important to
point out that it was made without any direct reference to evidence that has been submitted to
the Panel.

Has the province of Alberta submitted evidence? If yes, what is your analysis of it?The
Province of Alberta has registered with the NEB as a Government Participant. To date, Alberta’s
evidence has focused exclusively on the economic considerations which argue in support of
additional pipeline capacity. They have not submitted evidence with respect to environmental
issues or other issues of concern to BC.

Will you cross-examine the government of Alberta?

No. But as we’ve indicated clearly today, we have commenced discussions with them on the
basis of the principles that we have outlined publicly. We are looking for a better balance of BC's
risks and benefits.

REGULATORY APPROVAL PROCESS

Who has regulatory authority for this project?
The proposed Project falls under federal regulatory jurisdiction because it crosses inter-
provincial borders (British Columbia/Alberta).

However, BC also has a number of regulatory approvals in the form of permits which must be
considered and, if appropriate, issued if the project receives approval by the NEB.
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What is the review process for this project?

The National Energy Board is regulating the review process for the Enbridge Northern Gateway
Pipeline project. This process includes consideration of requirements under the Canadian
Environmental Assessment Act (CEAA) and is identified as a Joint Review Panel.

What is the mandate of the Joint Review Panel?

The Joint Review Panel (JRP) for the Enbridge Northern Gateway Project is an independent body,
mandated by the Minister of the Environment and the National Energy Board. The Panel will
assess the environmental effects of the proposed project and review the application under both
the Canadian Environmental Assessment Act (CEAA) and the National Energy Board Act.

The Panel’s mandate is described in the Joint Review Panel Agreement. The Agreement includes
the terms of reference for the panel and procedures for conducting the joint review process.
Under the Agreement, the Panel will, among other things:

e conduct an examination of the environmental effects of the proposed project and the
significance of those effects;

e consider measures that are technically and economically feasible to mitigate any
adverse environmental effects, the need for and the requirements of any follow-up
programs with respect to the project;

e consider comments from the public and Aboriginal peoples that are received during the
review;

e conduct public hearings to receive relevant information about the project;

e provide various ways in which interested organizations and people including members
of the public and Aboriginal groups may participate in the hearing process;

e submit to the federal government an environmental assessment report with
recommendations about the project; and

e issue its Reasons for Decision on the application for a certificate of public convenience
and necessity pursuant to the National Energy Board Act.

Is the Joint Review Panel process affected by recent changes to CEAA?

Not all of the impacts of the impact of the recent changes to CEAA are clear at this time.
However, there will be changes to the Panel’s terms of reference. For example, the time limit by
which the Panel will be required to submit its report will be established.

The BC Minister of Environment is working closely with his federal colleague to identify and
understand the impacts.

What is the difference between federal and provincial offshore jurisdiction?

The federal government has constitutional authority for navigation and shipping, whereas both
the province and federal government have shared authority over the environment. The province
has authority for the management of provincial lands and natural resources.
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While federal agencies are the recognized leaders for spills in the marine environment, the BC
Ministry of Environment has a critical role. In the event of a marine spill, the Ministry’s
Environmental Emergency Program is the lead provincial agency, responsible for ensuring the
protection of provincial interests, such as those related to health and environment, and social
and economic values.

Provincial jurisdiction technically extends over all land between the high and low water mark
(inter-tidal zone), as well as the seabed of the Strait of Georgia, Juan de Fuca and Queen
Charlotte Sound-Johnstone Strait, and the coastal seabed between many major headlands along
the outer coast.

Both the provincial and federal governments have legislation that points to responsibilities for
marine spill management, including legislation related to: the discharge of pollutants; protection
of wildlife; environmental emergency management; and, industry responsibilities related to
response and cleanup.

The federal government has jurisdiction over the entire marine environment, including
responsibility for regulating those entities — in particular vessels — that may pollute or spill into
it. By comparison, the provincial jurisdiction in the marine environment does not extend into the
open sea and generally overlapped by federal jurisdiction.

CURRENT BENEFITS/FAIR SHARE

What are the anticipated benefits to BC if the project were to proceed?

According to a research report by Wright Mansell, a Calgary-based firm, the Pipeline is likely to
generate $81 billion in incremental income through 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 $36 billion is
anticipated to be distributed across the country on a per capita basis because the revenues are
considered general, not dedicated revenues. However, there is no guarantee any of these
revenues would be distributed in that manner.

The remaining $45 billion in provincial revenues are split with $32 billion to Alberta, $6.7 billion
to British Columbia, $4 billion to Saskatchewan, and the remaining $2 billion split among the
rest of the provinces.

British Columbia’s share is 8.2 per cent.

British Columbia’s share of the $270 billion generated in GDP over the 30 years is about 17 per
cent.
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The Premier has been criticized for saying that BC would get the same benefits as Nova Scotia
from the Northern Gateway project. Is that assessment correct?

A key concern for our government — and one we have underlined almost from the beginning — is
that BC appears to be taking the majority of the risks associated with the transportation of
Alberta bitumen to the coast by pipeline and export by tanker while receiving limited socio-
economic benefits.

The reference to Nova Scotia is meant as illustrative of the fact that B.C. would get very little
relative return for this project, despite shouldering 100 per cent of the risk in the marine
environment and a good share of the risk on the land. Additionally, provinces that receive
equalization payments — like Nova Scotia — receive, on a per capita basis, relatively more dollars
from Ottawa than those than contribute to equalization.

A recent study by Wright Mansell, a Calgary-based firm, indicates that of the $270 billion GDP
benefit over 30 years, only 17 per cent goes to British Columbia in exchange for the majority of
the risk.

You say you want a “fair share” of the benefits from NGP. How do you define fair share?
Fundamentally this will be a government-to-government negotiation, and our government is not
inclined to negotiate in public.

In general, there are obviously at least two metrics that will guide discussions.

The first is around risk. Our province would shoulder 100 per cent of the risk in the marine
environment, and a good share of the risk on the land.

The second is around the incremental value that comes from shipping product to Asia, rather
than to the United States.

If you are successful in your pitch for a fair share, how do you intend to use the money?
Let’s not put the cart before the horse.

We have a tough negotiation ahead of us.

Fundamentally, we will not consider provincial support without sufficient benefits to and jobs
for British Columbia, or without satisfying our requirements for global leadership in spill
management, and a demonstration of First Nations support. The project must also pass all
environmental assessments. Anything else is hypothetical.
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It's good to remember that taxes and royalties pay for health care, education, social services.
They pay for infrastructure. If we don’t have that income, it is very difficult to pay for the things
that give us such a high standard of living in British Columbia.

FIRST NATIONS PARTICIPATION

How many First Nations are affected by the NGP proposal?

It is difficult to specify a precise number of First Nations, given large, overlapping land claims.
Also, we understand most coastal groups have said they would be impacted by shipping and its
potential effects. We can only say there are a large number of First Nations along the pipeline
route and along the coast who have indicated they would be impacted.

How many British Columbia First Nations have participated in the Joint Review Panel?
By our count, from January 10 to May 25, 180 First Nations speakers presented at the JRP.

Can you tell us more about which First Nations support and oppose the project?

In our ongoing monitoring of the JRP hearings, and analysis of the submissions, our analysis
indicates that approximately 97 per cent (or 174) of the First Nations speakers that made
presentation by May 25 expressed opposition to the project. Of the remainder, five made
procedural arguments and one did not state a position.

OPPOSITION POSITION

The leader of the opposition is opposed to this project. He says that one of the reasons for his
opposition is that it would force BC or Canada to lift the moratorium on oil tanker traffic on
the coast. Are you concerned about lifting the moratorium on tanker traffic?

There is frequent commentary on this issue that suggests there is a moratorium on oil tanker
traffic, but this is another area of misinformation.

An extensive historical analysis undertaken by a scientific review panel commissioned by the BC
government in 2002 concluded that the “present moratoria on exploration for or development
of hydrocarbon resources offshore BC currently exists as a legacy of a variety of announcements
going back four decades.” And, for the federal 1972 tanker traffic ban, the same panel was
unable to find a single document of legal consequence, such as an order-in-council, that gave
effect to the ban. The panel noted that “extensive searching, apparently by many people, has
not turned up any 1972 Order-in-Council, despite the fact that its existence is asserted in
authoritative journals (but with citation only to secondary sources which themselves cite no
sources.)”

A “ban” or “moratorium” would require a statute or other binding legal instrument. None exists.
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The opposition has said they oppose Northern Gateway. They also say they have “serious
questions to ask about Kinder Morgan,” but we should, “let them apply, see their proposal.”
What is your position on Kinder Morgan?

Our government has been consistent and predictable in terms of our position on the
environmental reviews of these major projects. Companies who want to invest and create jobs
in British Columbia have a right to due process that determines whether they can do so in a way
that balances economic development with environmental protection.

The principles we are presenting apply to both Kinder Morgan and Enbridge. And in both cases,
the first principle is that our support is contingent upon the companies’ achieving certification
through the environmental assessment process.

The leader of the opposition has called any effort to increase BC benefits from this project
simply a “cap-in-hand” approach. Isn’t this approach just making beggars of BC?

Our government is a leader in climate change, and now we are positioning the province for
international leadership in both marine and terrestrial spill management. If the leader of the
opposition wishes to belittle an approach that would make BC a global leader, that is his choice.

Our government is laying out clear principles that will have to be met before we consider
approval of the Northern Gateway and the Kinder Morgan project proposals. Our approach
demands that the companies improve their environmental bottom line, but it also requires that
Alberta and Canada assess the benefits of these projects and bring balance to how they are
shared.

The Opposition has said the BC government missed deadline to submit evidence and missed
evidence to cross-examine the federal government. Why did you miss those deadlines?

The opposition has obviously sought to characterize our decisions in the most politically
expedient way. That their statements are factually incorrect appears to be irrelevant.

Our government has made considered and deliberate decisions about our status at the JRP and
about our actions there. Intervenor status provides for considerable flexibility before the JRP — it
allows us to question evidence that has been submitted by other parties. We looked at the
options for Party status at the JRP and even the NDP suggested, in 2011, that Intervenor status
was preferable. We happened to agree with them.

The NDP has said, among many other things, that the government “can’t present evidence in
the closing stages of the argument and they may not even be able to adequately cross-examine
others.” In fact, as Intervenors we may submit question to any party and we can question any
Party in the Final Hearings.
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GENERAL QUESTIONS

What is bitumen?

Heavy oil, or bitumen, is a highly viscous form of hydrocarbons that cannot be transported via
pipeline. Diluted bitumen (dilbit) is bitumen blended with diluents, usually natural gas
condensate, in order to meet pipeline viscosity and density specifications.

Where does bitumen come from?

Currently, the major natural bitumen operations occur in the Alberta Oil Sands and the Orinoco
Belt in Venezuela. Alberta’s oil sands produce 1.6 million barrels per day and Orinoco produces
1.158 million barrels per day, together accounting for approximately 3.1 per cent of the total
world oil production.

How is bitumen different from natural gas?

There are several distinguishing physical properties, arguably the most significant of which is
that natural gas will dissipate into the air in the event of a “spill,” while bitumen is heavy and
sinks into water or clumps on the ground.

From a resource development point of view, there are a number of important distinguishing
features. There are currently five big proposals for a liquefied natural gas industry in British
Columbia — proposals that would create thousands of permanent jobs, make BC Canada’s
emerging energy powerhouse, and imply up to four trillion cub feet per year of natural gas
exports by 2020.

In BC, we are in a race for Asian markets and we are not alone. Our government is focused like a
laser beam on attracting investment to the province through both public policy innovations and
commitment to environmental sustainability. A lot is a stake — five big LNG export plants could
imply a capital investment of $278 billion by 2020 in terminals, pipelines and upstream. The full
impact on BC's GDP is expected to add $1.5 trillion by 2046, requiring 100,000 persons/year in
construction jobs and about 2,700 full time jobs once in operation.

The increase in activity would create unprecedented opportunities for regional economies, First
Nations and Canada as a whole, and increase Canadian exports of natural gas to replace more

polluting and emission-intense coal generation in Asia.

TRADE IMPLICATIONS

513

Page 75
GCP-2012-00160

75 of 147



For Immediate Release Ministry of Environment
[release number]
[Date]

British Columbia Outlines Requirements for Heavy Oil Pipeline Consideration

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 of Heavy QOil Pipelines, the following requirements must be established:
1. 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;

2. 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;

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

4. Legal requirement 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

5. 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.
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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:

¢ 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 cooperative 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.”

A 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 in the terrestrial environment should a spill
event ever occur. Current heavy oil project proposals do not balance of the risks and benefits
for British Columbia.
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“We have identified aggressive environmental requirements, principles for First Nations
engagement, and 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.”

Four backgrounders follow.

Media Contact:

Suntanu Dalal
Communications
Ministry of Environment
250 580-0759
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BACKGROUNDER

Increasing B.C.’s preparedness for hazardous marine spills

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 Province is moving forward with
eleven 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 would require 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-hour to reach the spill site, while Canada allows a 72-hour
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, US requirements exceed Canada’s. Case in point, the US requires
escort tugs for laden tankers and mandates industry pay for designated and strategically placed
emergency response tugs. Canada doesn’t 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 only it uses. B.C., the US,
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, coordinated response is better ensured while reducing
layers of approvals that can delay critical, prompt decision making.

Current limits of liability rules be 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 US federal government maintains
a spill fund that is forecast to grow to nearly $4 billion by 2016.

End
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BACKGROUNDER

Consultation and partnerships with First Nations

In British Columbia, case law requires the provincial government to consult with First Nations
on any decision that may infringe their treaty or Aboriginal rights. Where government makes a
decision that will infringe 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 revenue-sharing 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’emluips 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.

End
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BACKGROUNDER
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 SK
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 percent.

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 price lift of $107 billion, split $103
billion to Alberta and $4 billion to Saskatchewan which has begun to exploit its heavy oil and
bitumen resources. This lift arises from 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 terrestrial and coastal bitumen spills, British Columbia
does not believe an equitable distribution exists for fiscal benefits. This inequity must be
addressed prior to British Columbia considering provincial support.

End
Media Contact:
Suntanu Dalal
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BACKGROUNDER
The future of spill prevention and preparedness in B.C.

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:

1. Anindustry-funded terrestrial spill response organization.
2. An enhanced provincial Environment Emergency Program
3. Natural resources damages assessment

These changes would address some key issues facing B.C.’s land-based spill response practice,
including new requirements for industry to have tested and government-approved geographic
response plans; and, 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:

1. Immediately strike a terrestrial spill response working group

2. Engagement with key industry associations and federal agencies (ongoing)

3. Complete in-depth technical analysis of policy and options (2 to 4 months)
4. Public consultation on policy intentions paper
5

Draft legislation based on the chosen policy direction (1 to 3 months)

End
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Government of British Columbia
Statement of Minimum Requirements:
Expansion of Heavy Oil Export Activity

At present, there are two proposed pipeline projects that would resultin the export of Alberta oil sands-
produced heavy oil through British Columbia ports. As with most economic development opportun-
ities, while there are fiscal benefits that accrue to individuals, companies and governments, there are
environmental risks to assess, manage and mitigate.

Our government has identified five minimum requirements that must be met before we would consider
supporting the commencement of these projects.

Trans-Mountain Pipeline Anticipated Project

Kinder Morgan has proposed a $4.1 billion expansion of its Trans Mountain Pipeline from Alberta to
Vancouver that would potentially increase the amount of heavy oil shipped to 750,000 barrels per day.
It is estimated that this expansion would increase the number of oil tankers in Vancouver's Burrard Inlet
to 20-25 per month from the current 4-5 per month.

As Kinder Morgan has not filed an application to the National Energy Board, British Columbia has yet
to conduct a significant or comprehensive review of the proposal. However, our government would
ensure the same minimum requirements be met before provincial approval of this project would be
considered.

Enbridge Northern Gateway Project

The Enbridge Northern Gateway Project (the “Project”) proposes the construction of twin pipelines
across northern British Columbia and Alberta to move oil and condensate between Kitimat, B.C,, and
Bruderheim, AB.

The Project would also require the construction of a new marine shipping terminal on the Douglas
Channel, near Kitimat, to enable tankers to ship oil to the United States or Asia and import condensate
from overseas.

The Project is estimated to cost in excess of $5.5 billion (estimate made prior to the company’s July 20
announcement on pipeline safety measures) and provide both long term and construction employ-
ment in both provinces as well as incremental government revenues through taxation and resource
royalty payments.

Currently, the Projectis undergoing afederal requlatory process jointly-led by the Canadian Environmental
Assessment Agency and the National Energy Board. This Joint Review Panel ("JRP") is conducting a pub-
lic process whereby they will receive and consider all information presented by both the proponent and
other participants.

At the conclusion of the JRP process, the Panel will submit an environmental assessment report to the
federal government. This report will include the Panel’s conclusions and recommendations as well as
any mitigation measures and follow-up that should be considered by government.
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Following receipt of the Panel Report, the federal government will make a decision on the environ-
mental assessment and whether to issue a certificate under the National Energy Board Act. The Panel
may then establish conditions to be included in the certificate.

British Columbia’s Interests

Our government recognizes there are significant environmental risks associated with this project as well
as economic benefits to Canada, Alberta, B.C. and northern aboriginal and non-aboriginal communities
of our province.

Ourgovernment strongly believes in economic development, particularly natural resource development,
as a way to sustain and further our prosperity. However, we recognize that there are some projects for
which the environmental and social risks outweigh the economic benefits. We do not yet have enough
information to determine whether or not this statement applies to the Northern Gateway Project.

Throughout the Joint Review Panel process our government has:

1
2

Tracked and is reviewing all testimony and evidence presented to the Panel;

Requested information from Enbridge (https://www.neb-one.gc.ca/11-eng/
livelink.exe?func=11&objld=700155&objAction=browse&sort=name);

Presented procedural submissions;

Identified key areas relating to our province's interest that
require additional information and evidence; and

Undertaken a significant and comprehensive policy analysis to identify and
develop our government’s minimum requirements that reflect and protect B.C's
interests and must be met before project support would be considered.

Our government has identified five areas of significant concern for British Columbia and our citizens.
These five areas must be addressed by our partner governments and Enbridge before British Columbia
would consider supporting the Project.

The five areas are as follows:

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;

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;

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

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,

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 environ-
ment and taxpayers.
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We have developed principled policy positions on four of these requirements to ensure complete clarity
for our government partners, the project’s Proponent and most importantly British Columbians.

These requirements were prepared in advance of the National Transportation Safety Board Report on the
Enbridge pipeline spill in the Kalamazoo River in Michigan and in advance of Enbridge’s recent proposed
changes to the project design. The report of the NTSB into the actions of the company and their response
to the spill have reinforced our belief that the adequacy of spill response and prevention needs to be
significantly improved in advance of construction of any new heavy oil pipelines in British Columbia.

The following is a brief synopsis of each area of concern and potential mitigation strategies.

Joint Review Panel Approval

The Joint Review Panel process must recommend approval of the project before our government would
consider granting support.

In the event the JRP chooses not to recommend approval, the Government of British Columbia will
not provide provincial support. As our government has always said, the outcome of the environmental
review must not be predetermined or prejudged, and we must allow for all evidence, testimony and
facts to be presented regarding the risks and benefits of the project.

The JRP is an extremely thorough and detailed examination of the benefits and potential environmental
consequences of proceeding with the pipeline and shipping of heavy oil offshore. For the JRP to recom-
mend that the application be refused would, in our opinion, indicate that the economic benefits to
Canada are insufficient to overcome the environmental risks associated with the Project.

World Class Coastal Protection Regime
Objective: Canada becomes a world leader in marine spill prevention, preparedness and response.

Our government remains concerned about the current level of marine protection and potential spill
response available on Canada’s West Coast. We do not believe that the current level of spill response is
sufficient for the level of shipping between our B.C. ports and the world, based on work undertaken by
the Ministry of Environment and the 2010 Qil Spills from Ships report by the Canadian Auditor General.

With port traffic expected to continue to increase, British Columbia is concerned about the current cap-
acity of spill response even in the absence of additional oil tankers from the Northern Gateway Project or
the Kinder Morgan proposal to increase the amount of oil shipped out of the Port of Vancouver.

Consequently, B.C. has already begun to work with the federal government to improve the capacity of
marine spill response on the West Coast and ensure the highest level of spill preparedness on routes
where oil is transported either as a cargo or as a fuel.

Terrestrial Protection and Spill Prevention

Objective: Canada becomes a world leader in terrestrial spill prevention, preparedness and response for
pipelines transporting heavy oil or bitumen.

Over the past months, British Columbians have heard of oil pipeline breaches in both Canada and the
United States that have resulted in significant environmental damage and clean up costs due, in part, to
poor response from pipeline owners.

In particular, the US National Transportation and Safety Board (NTSB) report into Enbridge’s 2010 spill
into the Kalamazoo River in Michigan has left a profoundly negative perception of Enbridge, their
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commitment to safety and their ability to adequately deal with spills in their pipelines. The report by the
NTSB was highly critical of the response of Enbridge and of their commitment to ensuring their pipelines
are properly maintained.

British Columbians are understandably both proud and protective of our natural environment and take
our stewardship responsibilities very seriously to ensure future generations are able to enjoy the same
quality of environment as we do. The Kalamazoo spill report illustrates the need for the highest quality
preparedness, resources and safety standards to be applied to Northern Gateway or any heavy oil pipeline
in B.C.

The Northern Gateway Project, as proposed, runs the entire width of our province from east to west,
and would cross 773 watercourses with defined beds and banks. Of these 773 watercourses, 669 are
fish-bearing and are of special significance to both the aboriginal and non-aboriginal citizens of our
province.

In order to protect the land and inland waters of British Columbia, our government believes that ter-
restrial spill prevention and response must be elevated to the highest standards possible. Some con-
cepts being proposed include an industry funded spill response organization, an expanded provincial
environmental emergency program and a natural resources damages assessment that would be pre-
determined in the event of a spill or accident.

British Columbia believes that an industry-funded spill response regime is required to ensure that prov-
incial taxpayers do not face the financial risk associated with the movement of hazardous materials,
including the export of oil. This regime will be the subject of consultation between the province and the
companies wishing to ship hazardous materials, including oil or oil products, across our province.

Appropriate Aboriginal Engagement, Participation and Accommodation

Objective: 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
the Northern Gateway Project.

British Columbia has entered into significant revenue sharing agreements and other strategic economic
agreements that are dedicated to providing First Nations with resources they need to improve life for
their members.

The Canadian Council of CEO's has recently issued a report calling on industry to make First Nations ‘true
partners’'in energy development and resource extraction. B.C. believes that this approach, if undertaken,
would significantly improve the time required to take a development from concept to completion, and
reduce the potential for long and costly court proceedings.

With respect to Northern Gateway, we are concerned that, to date, B.C. First Nations do not appear to
have not been appropriately and meaningfully engaged in the Project, and, as a result, there appears to
remain significant opposition to the Project within those communities.

While we do not expect that every First Nation along the pipeline and marine route will choose to sup-
port the Project, the Province believes that both Canada and Enbridge must significantly improve the
opportunities for input and benefits that would accrue to First Nations whose traditional territories will
be crossed by the pipeline or tanker traffic in and out of the Douglas Channel. This principle should have,
in our opinion, been guiding project discussions from the outset.

Technical Analysis Page &
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Improved Fiscal Benefits to British Columbia

Objective: B.C. enjoys commensurate fiscal benefits for its citizens in proportion to the environmental
risks the province would assume if the project is approved.

According to Enbridge, the Project is anticipated to generate significant revenues to both governments
and individuals. They estimate that over a 30 year period the Project will generate $270 billion in addi-
tional GDP to Canada and provide $81 billion in incremental government revenues.

However, the incremental revenues that accrue to British Columbia are a fraction of those accruing to
Canada or Alberta. Of the $81 billion of incremental revenues, British Columbia is projected to receive
only $6.7 billion, or approximately 8 per cent, while assuming much of the risk to our land and rivers, and
all of the risk to our coastline.

Our government does not agree that we should bear the majority of risk with the minority share of
benefits being returned to our citizens.

Summary

The proposed heavy oil projects represent a unique opportunity to expand the global markets for
Alberta’s oil, increase federal and provincial government revenues, and create jobs.

However, while they are a unique opportunity, they also represent a unique challenge to ensure that the
projects, if approved, are built and operated in as environmentally safe a manner as possible with world
class environmental protection.

In order for there to be any possibility of this project receiving the support of our government, each
principle must be satisfactorily addressed in advance of formal support being considered by British
Columbia.
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World leading marine spill preparedness
and response systems for British Columbia

Purpose

The purpose of this discussion paper is to look exclusively at spill risk in the context of: current and future
tanker traffic; what can be learned from other jurisdictions; and, what is needed from the provincial and
federal governments to become leaders in spill prevention, preparedness, and response (herein referred
to as spill management).

Scope

This discussion paper represents a high level summary of necessary improvements to spill management
on B.Cs coast. The paper examines the risks posed to B.C!s marine environment from current and future
tanker traffic, as well as the related risks posed by large vessels with significant fuel capacity. While the
paper will focus on the petrochemical risk, it is important to note that the discussion contained in this
paper will be relevant for most hazardous materials transported along B.C's coastline.

The scope here is the marine environment - on-land spill response systems are dealt with separately in
the next section.

Intended use

* Inform policy development with the goal of achieving world-class spill management for British
Columbia;

* Inform discussion on areas where procedures, policies, legislation, and programs can be enhanced,;

¢ Support negotiations with the federal government with respect to necessary enhancements to
the spill response regime in B.C,, both with respect to regulation and spill response capacity.

Introduction

Today there are approximately 1,180 tanker trips along B.C's coastline each year; a figure that could
increase to 2,280 per year should a number of proposed major developments advance. The possibility
of a tanker spill has always existed; however, the proposed increase in traffic has led to a growing debate
on the extent of the risk. The purpose of this paper is to look exclusively at the spill risk in the context of
current and future tanker traffic; what can be learned from other jurisdictions; and, what is needed from
the federal government to become a leader in reducing the risk of a spill. It assesses marine spill man-
agement capacity along B.Cs coastline, and examines how that capacity can be strengthened - working
towards standards that are among the best in the world.
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Tanker Traffic Along B.C.s Coast

Note: the tanker numbers discussed below are not exact counts as multiple sources report different
figures. Also, in many instances tankers have been discussed as trips. When the term trips is used it
refers to the arrival and departure of tankers, thus each tanker visit has two trips. This is important
because each tanker is crossing B.Cs coastline or adjacent waters twice.

Existing

The number of tankers operating within B.C. is variable from one year to the next, depending on market
demand, infrastructure availability, and resource development.

Today, tankers operate via ports near Vancouver and Kitimat.! Kinder Morgan'’s Port Vancouver Terminal
loaded 69 oil tankers in 2010.2 Port Vancouver also handled 111 jet fuel and gasoline tankers that year?
Kitimat receives approximately 60 tankers carrying petrochemicals a year.*

Tankers arriving at and departing from US ports also impact B.C's current tanker count. In 2010, there
were approximately 700 oil tanker trips between Alaska and Washington State.® Tankers are loaded in
Alaska and unloaded in Washington State; they then make a return trip to Alaska. The route passes the
entire length of B.C's outer coastline and runs through the Salish Sea. While these tankers do comply
with a voluntary tanker exclusion zone® that keeps them outside of B.C's northern coastal waters and
inside passage, they are close enough that they impact B.C.

Analysis from 2003 provides a glimpse into the concentration of vessel movements along B.Cs coast,
with denser traffic taking place near Victoria, Vancouver, and the Strait of Juan de Fuca (see attachment
1 for a visual representation of all vessel movements in 2003). While this includes all vessels—not only
tankers—the areas where denser traffic is noted are also areas where most tankers currently operate.
Awareness of vessel concentration is important, because as concentration increases, it points to an ele-
vated risk from pollution and collision. Further, other large vessels - notably container ships, bulk cargo
vessels, and cruise ships and ferries —carry a significant amount of fuel that, if spilled, could also pose a
major threat to the environment.

Between1996 and 2003, there was an average of 410,301 vessel movements a year.” In the last seven
years there have been over 470,000 movements.?

Future

There are a number of proposed projects that would increase tanker traffic along B.C's coastline. The
projects would lead to increased traffic in areas where tankers already operate (Vancouver and Kitimat),
as well as Prince Rupert.

Projects that, if approved as expected in the next ten years, would lead to noteworthy increases in tanker
traffic include:

* Enbridge Northern Gateway would add 500 tanker trips in and out of the Port of Kitimat per year;”
and,

* Kinder Morgan's expansion project would add up to 600 additional tanker trips in and out of the
Port of Vancouver each year."”
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These increases alone would amount to more than double the number of tankers arriving and departing
from B.C. coastal waters and ports each year (up to 2,280 per year from 1,180 now).

Table 1: Existing and future tanker movements in B.C.

Existing Tanker Traffic: Future Major Proposed Increases:

Tanker movements Tanker movemnents
Kinder Morgan (Port Van) 138 Enbridge NGP (Kitimat): 500
Port of Vancouver 222 Kinder Morgan (Port Van): 600
Kitimat 120 ;
Alaska-Washington 700
Total: 1,180 Total: 1,100

Total future potential: 2,280 tanker movements per year

This increase does not account for any changes in US traffic through or near B.C. waters, nor does it
consider other future B.C. projects. With five refineries along the B.C.-Washington State border (one in
Canada);"" at minimum crude shipments should be expected to continue at present levels.

Over the next 15 years, large vessel movements of all types along B.C's coast are expected to increase. In
addition to the tankers cited above, container traffic is expected to increase by 300 per cent, bulk cargo
vessels by 25 per cent, and cruise ships by at least 20 per cent.'”? We also expect increased traffic from
liguefied natural gas exports. As a Pacific Gateway, growth is expected at all major ports in the north and
south of the province.”

Size and types of tankers

The size of the tankers is an additional consideration alongside the number of trips. The larger the
tanker, the more ail it can carry. There are typically four classifications, ranging from the Panamax, with
a capacity of roughly 500,000 barrels of oil, to the Ultra Large Crude Carriers, with an approximate three
million barrel capacity.',”” The geographic features of the waterways that lead up to ports often present
limitations on the size of the tankers that can use port facilities.

Currently, the only oil tankers operating in B.C. are those collecting crude from the Port of Vancouver.
Here, the largest possible size is the Aframax, which can carry between 500,000 and 800,000 barrels of
oil. However, in the case of the Port of Vancouver, the Aframax tankers are forbidden from carrying a full
load due to restrictions in the waterway.'®

Adjustments to the waterway along with expansions at the Port of Vancouver are being planned. These
changes would allow for full Aframax tankers, as well as the next class up, the Suezmax (capacity up
to one million barrels of oil)."” On the US side of the Strait of Juan de Fuca-the same area that vessels
bound for Vancouver travel —tankers greater than 125,000 deadweight tonnes are not permitted to the
east of Port Angeles.'”® A Suezmax is typically larger than 125,000 deadweight tonnes. Thus, Suezmax
tankers would not be allowed to travel to US destinations via the same route where they are being
considered for Canadian destinations.

At a flow rate of over 500,000 barrels per day and a commitment to having 225 oil tankers visit the Port
of Kitimat a year,"”” the Northern Gateway crude oil pipeline can be expected to see visits by Suezmax
and Ultra Large Crude Carriers to transport product out of B.C. (see attachment 2 for a table outlining
the different sizes of Northern Gateway tankers).
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The Risks Associated with Tankers
Types of Oil being Transported

Crude oil and refined oil makes up the majority of the oil products being shipped along North America’s
west coast. As such, most available spill response capacity has been designed to address these types of
spills. This capacity remains absolutely critical because when crude oil is spilled its volatile nature poses
a significant risk to human safety.

Proposals to transport more Alberta bitumen to west coast tankers require that the scope of west coast
marine spill management be assessed. The properties of bitumen are different than crude oil. It is heavy
and more likely to sink in water. Further, even once it is diluted for pipeline transport it contains more
contaminants such as sulphur or heavy metals and therefore presents higher environmental risks if
spilled (as compared to crude oil and refined products). A greater degree of difficulty is involved in
recovering bitumen and more remediation is required should an unintended release occur, particularly
once bitumen sinks into the water column or into soils. The impacts of a refined bitumen spill would
likely more closely resemble a crude oil spill.

West coast marine spill management will have to be strengthened to increase capacity for all types
of spill scenarios. It is possible that the capacity that exists for crude oil spills—from training to equip-
ment-may not be appropriate for bitumen. Thus, a major gap may likely exist for all current and future
bitumen shipments taking place on Canada’s west coast.

Likelihood of a spill

The issue of tanker spills—due to collisions, hull failures, and fires and explosions, for example —has
become increasingly polarised in B.C. According to opponents of tanker traffic, the risk of a spill can be
viewed as not a matter of if, but when; while supporters argue that spill risk can be almost completely
mitigated with the right technology and safety measures.

Globally, the rate of large spills (5,000 barrels or more) has consistently decreased since the 1970s. During
the 1970s, 245 large incidents were reported, whereas only 33 were reported in the 2000s. Representing
the decrease another way, of the 5.7 million tonnes of oil lost due to tanker incidents since the 1970s,
less than 5 percent was lost during the 2000s. This major decrease occurred as tanker traffic continued
to increase.”!

This global trend is repeated in the Canadian context. In fact, Canada-along with the Netherlands and
Sweden—reported no major spills during the 2000s; setting them apart as leaders among other coun-
tries with major shipping routes.??

Enbridge, a major proponent of increasing tanker traffic in B.C's northern waters, has used a Transport
Canada formula designed to measure spill risk to assess the likelihood of a tanker spill from its proposed
project. Enbridge found that a major spill of 250,000 barrels of oil could occur along its proposed north
coast route once in 1,500 years—a rate that Enbridge states is comparable to other similar operations
around the world.?* In its project application, Enbridge commits to tanker safety requirements that are
beyond existing federal standards (see recommendation 11 for more information on these volunteer
measures).
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The odds of a spill are low, and even decreasing. However, it only takes one major incident to cripple
an ecosystem and incur enormous costs on the responsible party, individuals, local communities, other
sectors of the economy, and government. This risk exists today with current tanker traffic, and would
expand into new parts of the province in the future should proposed developments go forward.

An important reference point for B.C. is the 1989 Exxon Valdez spill, which led to 260,000 barrels of oil
spilling into Alaska’s Prince William Sound. This spill is considered the 35th largest spill to have occurred
worldwide since 1967; and, while the number of large spills has consistently decreased, major incidents
do continue to occur.*

Exxon has paid $3.4 billion so far; some estimates put total cleanup costs as high as $7 billion. Determining
exactly how much Exxon should pay is something that is still held up in courts.”,

A 2002 Pacific States/B.C. Oil Spill Task Force assessment on the risk posed by outer coast B.C. vessel
traffic revealed that risks are greatest in winter and vessels traveling closest to the shore pose the greater
risk to the environment—such as bulk carriers, cargo vessels, and oil barges.?” This was a rigorous study
that looked at a series of risk factors, including: volume of oll, drift, collision hazards, distance to shore,
weather, tug availability, route/density, historical factors, and environmental sensitivity.

Those who are more cautious about tanker traffic along B.C's coast have pointed to B.C's rocky coastline,
the narrowness and low depth of many waterways, along with frequent stormy conditions and increas-
ing general vessel traffic to suggest that B.C. is at an elevated risk of a major tanker spill compared to
other jurisdictions. The more time vessels spend confined to the inner coast the higher the risk. Most
tanker ports in the world are located to provide quick access to outside waters where risks are signifi-
cantly lower (this would not be the case with tanker ports near Kitimat).

Though such claims are difficult to fully substantiate, tanker traffic on the west coast has been the sub-
ject of concern and debate for decades.

Impact of a large spill were it to occur

Limits of liability rules in Canada mean that a spiller—through insurance and pooled industry fund-
ing —may not have to spend more than approximately $1.3 billion cleaning up a spill.* This means that
costs could fall to the B.C. and federal government, as well as local businesses and residents. Such costs
include: clearing beaches of oily-waste and disposing of it; rehabilitating oiled wildlife and coastlines;
salvaging wreckage; and, economic impacts to other sectors that operate in the area.

The legacy of a spill and cleanup can last for decades. Indeed, the impacts from the Exxon Valdez spill
have still not been completely addressed. Chronic impacts—such as higher mortality and poor recov-
ery—have been recorded in many other species as well*" Indeed, only six of the 26 species and habitats
most impacted by the oil have recovered, and some continue to decline (as reported in 2004).” Such
long term effects are due, in part, to the persistence of Exxon Valdez oil in the environment and food
chain.®

As noted in the previous section, as spill management requirements have advanced, the number of large
spills has consistently decreased. Indeed, much has changed since the Exxon Valdez spill. For example,
Exxon Valdez was a single hulled tanker; double hulls are now the industry standard.
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Note: While the emphasis of this paper is on tanker traffic, other large vessels, such as container
ships, bulk cargo vessels, and cruise ships and ferries, carry large amounts of fuel. By way of
example, average fuel holds for vessels travelling in Alaska’s Aleutians in 2005-2006 are: 38,000
barrels on container ships; 11,000 on freight ships; between 4,000 and 13,000 barrels on cruise ships;
and, 700 on fishing vessels.** If part or all of the fuel on one of these vessels leaked it could have
serious and costly impacts on the environment.

In New Zealand in October 2011, the container vessel Rena struck a reef and leaked up to 350
tonnes (approximately 2,500 barrels) of heavy fuel ashore. About 60 kilometres of beach suffered
heavy to moderate oiling, with significant impacts to wildlife. The cost to government has been US
537 million so far, and the cost to Rena’s owners and insurance companies has been USS300,000
each day (approximately USS100 million if it persists for a year).”

The enhancements recommended in this paper would serve to address this risk as well, which is
very important given projected increases in all forms of vessel movements.

Existing Marine Spill Management Capacity in B.C.

The provincial and federal governments both have responsibility for hazardous spill response on the
province’s land base and in Canada’s marine environment. Exactly where responsibility falls depends on
the specific details of each individual spill incident. No matter who is ultimately responsible, both orders
of government have an interest in ensuring effective spill management that both reduces the likelihood
of spills occurring, and lessens the impacts when they do happen.

Shared jurisdiction

The federal government has constitutional authority for navigation and shipping, whereas both the
provincial and federal governments have shared authority over the environment. The province has
authority for the management of provincial lands and natural resources.

While federal agencies - principally Transport Canada and the Canadian Coast Guard — are the recognized
leaders for spills in the marine environment, the Ministry of Environment has a critical role. In the event
of a marine spill, the Ministry’s Environmental Emergency Program is the lead provincial agency, respon-
sible for ensuring the protection of provincial interests, such as those related to health and environment,
and social and economic values.

Further, provincial jurisdiction technically extends over all land between the high and low water mark
(inter-tidal zone), as well as the seabed of the Strait of Georgia, Juan de Fuca and Queen Charlotte
Sound-Johnstone Strait, and the coastal seabed between many major headlands along the outer coast.

Both the provincial and federal governments have legislation that points to responsibilities for marine
spill management, including legislation related to: the discharge of pollutants; protection of wildlife;
environmental emergency management; and, industry responsibilities related to response and cleanup
(e.g., polluter pays and cost recovery).
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Table 2: Major provincial and federal legislation related to marine spill management

Provincial Government Federal Government

Managing discharge of pollutants Environmental Management Act Canadian Shipping Act,
Migratory Birds Convention,

Protection of wildlife Wildlife Act o ) )
Fisheries Act, Species at Risk Act

B.C. Emergency Program Act

) Canadian Environmental Protection Act
Environmental Management Act

Environmental Emergency management

Marine Liability Act

Cost recovery from a spiller (polluter pays) Environmental Management Act Canadian Environmental Protection Act
Requirements for ships regarding construc-
tion, equipment, reporting and operational
standards (to prevent pollution)
Industry funding of marine spill response
organizations; establish the Ship Source Oil Canadian Shipping Act

Pollution Fund

Canadian Shipping Act
Fisheries Act

Federal leadership in marine spill management can be attributed to the fact that the federal govern-
ment has jurisdiction over the entire marine environment, including responsibility for requlating those
entities —in particular vessels—that may pollute or spill into it. By comparison, provincial jurisdiction in
the marine environment does not always extend into the open sea and is generally overlapped by
federal jurisdiction. It is this dynamic that appears to provide the federal government a more dominant
position in marine spill management.

However, the B.C. Ministry of Environment has plans that could be used to take over aspects of an under-
performing spill response that is impacting provincial interests. Further, in the event of a major marine
spill, the Ministry would join or form a Unified Command structure with the spiller, again to ensure
provincial interests are being protected (see attachment 3 for more information on unified command/
incident command structure).

Federal role®s:37.38.39

The key aspects of the federal marine spill response program are: a marine spill preparedness and
response regime (government regulated, industry-funded response organization); and, departments’
response capacity. The response regime is regulated by Transport Canada, and the federal response
capacity is contained within the Canadian Coast Guard (part of Fisheries and Oceans Canada). Marine
spill management is organized around the responsibility to prevent, prepare for, and respond to spills
that effect the environment.

Federal prevention

A central component of the federal approach to prevention is the establishment of environmental
regulations and standards that ensure steps are taken to reduce the likelihood of an incident (e.g., the
requirement that ships over 5,000 tonnes have double hulls). This, along with related inspections of
ships to ensure compliance, falls under the responsibility of Transport Canada. Transport Canada also
makes decisions related to ships needing assistance and requests for a place of refuge. The Canadian
Coast Guard maintains marine services that can help ships avoid accidents, such as the regulation of
ship movements and broadcasts of weather bulletins. Further, foreign ships over 350 gross tonnes are
required to take on a marine pilot when they enter Canadian waters. The pilot provides local knowledge
to ensure the vessel is safely navigated through the various passageways along the coast.
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Federal preparedness

Federal preparedness is requlated by Transport Canada. Tankers and barges of 150 tonnes and greater,
all ships 400 tonnes and greater, and oil handling facilities must be a member and fund a Transport
Canada certified response organization. The organization is required to maintain a capacity to respond
to spills of up to 10,000 tonnes. In B.C,, it is known as the Western Canada Marine Response Corporation.
Standards for the response organization are:

* Response Times - Deploy equipment within time standards of 6 to 72 hours after notification
depending on location of spill.

® Shoreline cleanup—A minimum of 500 meters of shoreline is to be treated each day.
e On-water recovery—Remove oil from water within 10 days of an operation beginning.

* Equipment-Sufficient storage to maintain twice the capacity of oily-water waste collected during
a 24-hour period. Less capacity required where technology or treatment locations that reduce
storage needs are available.

Western Canada Marine Response Corporation—a federally mandated response organization—is
required to maintain this spill response capacity. However, its services are not free, and must be con-
tracted by responsible parties, both those that fund its capacity and others that wish to employ it. If a
responsible party was unidentified or unavailable, it would have to be contracted by the government
before it would initiate response activities.

Tankers and barges of the above-mentioned sizes are also required by Transport Canada to develop
and test Ship Qil Pollution Emergency Plans, be equipped with enough booms to circle the vessel, carry
sorbent material in remote areas, and maintain documentation outlining its insurance arrangements.
Response organizations are also required to maintain infrastructure, plans, equipment and trained per-
sonnel, as well as exercise plans and maintain a constant state of operational readiness.

Federal agencies are required to maintain up-to-date emergency management plans with current
knowledge on risks, supported by training, exercises, and appropriate spill response equipment. This
readiness is critical for those situations where a responsible party is not identified, and the federal gov-
ernment must lead the response.

In the Pacific region, the Coast Guard maintains three Response Centers located at the Coast Guard
bases in Victoria, Prince Rupert and Sea Island in Richmond.*' The Response Organization—\Western
Canada Marine Response Corporation —maintains operational personnel on the South Coast (Burnaby-
head office), Vancouver Island (Duncan), and North Coast (Prince Rupert).*

Federal response

In the event of a ship-source spill into the marine environment, the Canadian Coast Guard is responsible
for the federal response. It can serve as either:

¢ The federal monitoring officer, and in this role ensure the spiller’s response is minimizing damage
to the marine environment, satisfying the response requirements (mentioned on page 6 under
preparedness) and working with a certified response organization; or,

® The on-scene commander, and directly manage the spill (in those instances where a spiller is
unknown, unwilling, or unable to take on all or some response obligations). This can include the
Coast Guard taking cleanup measures itself, or directing others to take action.
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Response activities overseen by the Coast Guard include containment and recovery of pollutants,
shoreline cleanup and wildlife recovery, and can involve local communities, provincial governments,
and international cooperation. If a spill is large enough to require it, Response Organization and Coast
Guard equipment can be transported from across Canada to assist; though not all types of equipment
are amenable to rapid transport (e.g, response vessels) or could arrive in time to be effective.

The Coast Guard may also act as a resource agency, and can be contacted by organizations to obtain
advice and/or equipment. It also maintains depots of equipment at various locations across Canada
(see Figure 1 for B.C. depots). It can operate on a cost recovery basis (polluter pays model); attempting
to recuperate expenses from a spiller, Canada’s Ship-Source Qil Pollution Fund, or the International
Compensation Fund.

Figure 1: B.C. locations of Canadian Coast Guard equipment depots

Pacific
Region

Source: Report of the Commissioner of the Environment and Sustainable Development to the House of Commons—Fall 2010, Chapter 1: Qil
Spills from Ships

Environment Canada also serves in a resource capacity, providing advice during a spill event, on issues
related to environmental priorities, resources at risk, and approaches to cleanup. It coordinates multi-
stakeholder Regional Environmental Emergencies Teams (REET) composed of representatives from
federal, provincial, and territorial governments; industry; and other organizations in a region, such as
local governments and Aboriginal groups.

Provincial Role**#*

The province takes an active leadership and participatory role in identifying provincial resources that
would be impacted by a spill and, in the event of a spill, the protection and cleanup of the intertidal
shoreline and seabed.

Provincial Prevention

The province continues to participate on the B.C./Pacific States Qil Spill Task Forces’ Pacific Oil Spill
Prevention and Education Team, which includes working with B.C. based ENGOs to reduce spills.

The provincial government recognizes that many actions related to marine spill prevention are beyond
its legislative mandate (e.g., vessel design; traffic monitoring; navigation, tanker routes; and, avoidance
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of accident-prone and environmentally sensitive areas). Therefore, the provincial role in this area has
centered on advocacy for actions that will reduce risks.

Provincial Preparation

The provincial government maintains a B.C. Marine Qil Spill Response Plan that outlines what it would
do in the event of a spill. Its emphasis is on protecting areas under its immediate jurisdiction, including
coastal environmental resources (e.q., intertidal shores, seabed, and wildlife protection). The Program
also maintains data on shoreline types, areas of environmental sensitivity and other baseline data essen-
tial to spill response. Similarly to prevention work, preparedness in the marine environment is largely
something that falls under federal responsibility, leaving the province as an advocate for what it sees as
leading practices.

Provincial Response

In the event of a major spill into the marine environment, the province —under the lead of the Ministry
of Environment’s Environmental Emergency Program—would serve in as significant a capacity as it
deemed necessary. [ts emphasis would be on areas under provincial jurisdiction, such as: the protection
and cleanup of the intertidal shoreline and seabed; and, the protection of provincially requlated species
and their habitat.

The Program also has access to resources through an incident management team, comprised of mem-
bers with technical knowledge from across government. These individuals can be called upon to provide
advice to help respond to a major spill.

When a spill occurs, the province expects the spiller to report the incident and implement its emergency
response plan, setting out steps to contain the spill and to restore the environment to its original condi-
tion (likely contracting Western Canada Marine Response Corporation). The Program is prepared to take
over an incident should the spiller be unknown or default on its obligations, or if local government is
unable to cope with the situation.

Following a major incident, the Program would work with the responsible party and/or response organ-
ization to establish Unified Command. Currently, the Coast Guard does not use this response structure
(see attachment 3 [incident command] and attachment 4 [government response step-by-step] for
more information). Under this structure, the Program, responsible party, and directly impacted local
governments and First Nations would co-lead the coordination of response activities and resources. The
Coast Guard would remain outside the formal structure, and receive regular updates as needed.

The provincial Program would occupy key positions in the Unified Command/Incident Command
Structure, including Incident Commander, Environmental Unit, Technical Specialists and field observers.
From these positions the Program can ensure the response is proceeding in a manner that is consistent
with provincial objectives. It is this structure that would allow the province to take over an underper-
forming response if required; it would likely do this by taking over and managing first response contracts.

During an industry-led response, the main focus of the Ministry is to ensure the spiller is successful in
its response and that provincial priorities are being addressed appropriately. The most common roles
for the Program are to monitor the response, ensuring public safety and environmental protection, and
augment the response with provincial equipment and expertise if requested.

Both the provincial and federal government would operate on a cost recovery basis that would see
the spiller pay for the full cost of response and cleanup (though existing rules around limits of liability
may prevent this in the event of a major spill [see recommendation 8). The ability of the province to
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recuperate funds will not be a deciding factor in the timing and degree of provincial response to an
event. Such matters will be addressed with the polluter once the situation is under control and the
impact fully evaluated.

For more Information: Attachment 4 outlines what would likely happen in the event that an oil
tanker hits a rock along B.C’s coastline and begins to leak significant quantities of oil. It includes a
flow chart of what would happen if a responsible party is identifiable as well as discussion on what
would be different were a responsible party not available. It provides insight into how the federal
and provincial governments would actually work together in the event of a major marine spill.

International partnerships

Transboundary spills could impact B.C. along its borders with Alaska (Dixon Entrance and Hecate Strait)
and Washington (Salish Sea). Such a spill increases the complexity of a response, in particular because
responsibility for cleanup may become shared between jurisdictions; and, as environmental impacts
cross over international borders, the number of rules to follow, and agencies and stakeholders to engage
increases.”

For Example: December 23, 1988 a tug rammed a hole in its tow — the tanker barge

Nestucca - three kilometres off the coast of Washington, near Gray’s Harbor. The collision resulted
in 5,500 barrels of bunker C oil being spilled, some of which came ashore in discontinuous patches
mainly on Vancouver Island, not far from Victoria. Numerous beaches were oiled and many
sensitive shoreline ecosystems suffered damage. Reports indicated that as many as 56,000 seabirds
were killed. Many crab and shellfish populations were oiled in addition to herring spawning areas.
Traditional native fishing practices were affected due to the contamination of the shoreline.

There was no attempt made at open water recovery by Canadian or US authorities. High seas and
current precluded the use of containment booms.*

The transboundary agreements that cover B.C's coastal waters include the Pacific States/British Columbia
Oil Spill Task Force (provincial), and the Canada-United States Joint Marine Pollution Contingency Plan
(federal). The federal-level plan includes specific arrangements for the Pacific under the CANUSDIX
(Dixon Entrance) and CANUSPAC (Salish Sea) geographical annexes. The Plan provides guidance for joint
response teams should they be required.”’

Under both the Pacific States/B.C. Task Force and federal-level Plan, the emphasis is on working together
to both reduce the likelihood of a transboundary spill occurring and to improve response were one to
occur. Indeed, in April 2011 the Pacific States/British Columbia Oil Spill Task Force released a report exam-
ining planning and response capabilities throughout the northwest Pacific (The Stakeholder Workgroup
Review of Planning and Response Capabilities for a Marine Qil Spill on the US/Canadian Transboundary
Areas of the Pacific Coast Project Report).*

Local governments and First Nations

Local governments have a responsibility to assess local risks, prepare emergency response plans, and to
have a delivery capability proportionate to the types and level of hazards that exist in their commun-
ities.”” While response to land-based emergencies would often begin with local governments, that is
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unlikely to be the case for a spill into the marine environment. However, the Environmental Emergency
Program would work closely with local officials to both share information and provide opportunities for
local assistance with the response (through an Incident Management Structure).

Indeed, local communities could be called upon to assist in dealing with consequence management,
such as housing and supporting evacuees, handling the influx of responders, and addressing marine
transportation closures and associated impacts to the community.

Given First Nations'intimate knowledge of the coastal environment and their concern for the impact of
oil on resources, First Nation communities represent a significant source of support and expertise for all
aspects of spill response, including shoreline cleanup. Some coastal First Nations live in the remote areas
where tankers are likely to operate, their local knowledge could also be important in regards to spill
prevention and preparedness work. The Ministry's Program has been working with First Nations com-
munities on the coast for the past several years doing training on shoreline cleanup and assessment.

Lessons from leading jurisdictions

No single jurisdiction is a leader on all aspects of spill management; achieving global leadership would
require elements from a number of spill management programs.

Pacific Northwest States

In March 2012, the B.C. Ministry of Environment surveyed spill management programs in Alaska,
Washington, Oregon, California, and Hawaii. The objective of the study was to explore spill management
capacity in these jurisdictions, and see what lessons B.C. could take away for its program. Common fea-
tures in these states include: industry funding for government programs, a government spill response
fund, and full spiller responsibility for cleanup costs (e.g., natural resources damages assessments, and
opting out of international spill funding agreements that were viewed as insufficient following the
Exxon Valdez spill); spill prevention and contingency planning requirements for vessels and geographic
areas; and, larger budgets, and equipment and staffing levels.

Alaska

Alaska stood out as a leader among these states. Its spill management program is designed to ensure an
incident like the 1989 Exxon Valdez is as unlikely as possible to ever occur again.

On the prevention side, oil tankers are required to (1) employ a single government registered spill
response contractor, which (2) maintains five state-of-the-art tugs. Registered spill response contacts
are required to (3) maintain response capacity for spills of 50,000 barrels for oil tankers with less than
500,000 barrel capacity, and (4) response capacity of 300,000 barrels for tankers with capacity larger than
500,000 barrels. (5) Advanced training is required for tanker officers, tug officers, and marine pilots; (6) a
marine safety committee monitors and evaluates tanker operations. Tankers are required to (7) maintain
high-tech information systems that track other vessels and hazards. Last, all tankers are required to (8)
maintain government approved oil discharge prevention and contingency plans. These plans must
meet (9) response planning standards that describe the ability to cleanup a large spill within 72 hours
based on the geographic area of operation.*®

On the response side, equipment is staged in four key areas along Alaska's coast. Stockpiled materials
include: (1) 50 miles of containment boom; (2) dispersant that can be delivered by helicopter or plane;
(3) eight barges with capacity for 850,000 barrels of oily-waste (in addition to 54 smaller barges for

18 Requirements for British Columbia to Consider Support fqggagaf%Oil Pipelines
GCP-2012-00160

105 of 147



near-shore work). The program maintains 34 trained dedicated spill responders (among 146 program
staff), ! along with groups of trained citizens and fishing vessels to assist in the event of an emergency.

The response work also incorporates protection for fish hatcheries and wildlife rescue, ensuring that
plans and equipment are in place and stockpiled to protect these interests.

Major drills are conducted annually, with frequent smaller—announced and unannounced —drills also
taking place.

Finally, a Unified Command/Incident Command structure is the accepted and required approach to lead
spill cleanup in the State; used by Alaska, the US Coast Guard, spill response contractors, and shippers.

Norway

Norway has also been pointed to as a leader for its spill management capacity, and provides an example
of the approaches taken in a jurisdiction that is not an immediate neighbour to B.C. The Norwegian
Coastal Administration is the government agency responsible for organizing and maintaining the
government’s oil spill response preparedness, which includes controlling and monitoring any response
operations that take place.” Its capacity includes:

* 16 contingency depots with oil spill control equipment, trained personnel and small boats;
* 4 designated government oil pollution control vessels; and,
* 8 coast guard vessels permanently equipped with oil recovery equipment.

Private capacity also exists, and is maintained by the Norwegian Clean Seas Association for Operating
Companies, an organization of 13 oil companies operating in Norwegian waters. It maintains (1) five
regular equipment depots and three large stockpiles of equipment (including vessels), and has a (2)
large number of supply vessels that can be converted for oil recovery operations. All companies have
similar, compatible equipment, (3) consisting of large heavy duty containment and recovery systems. (4)
Helicopter contracts are maintained, to assist with infra red monitoring of vessels and oil movements,
were a spill to occur. Because of the extensive range of equipment held by national and local govern-
ment agencies and the oil industry, there is little call for clean-up contractors in Norway.”

The National Contingency System is divided into private, municipal, and government contingency
areas, each with specific responsibilities. All plans are standardized and coordinated so that in the event
of a major incident, the system will work as a single integrated response organization. Norway's 430
municipalities are divided into 34 inter-municipal preparedness areas, each with their own approved
contingency plan. All parties—industry included — are obligated to provide assistance to other such par-
ties should the need arise. As such, equipment may be used from a number of industry stockpiles.*

Discussion and Recommendations

Prior to reviewing the issues and recommendations raised in this section, itis important to acknowledge
that greater clarity is required about existing marine spill management capacity in B.C. A full assessment
does not exist and is required in order to have a complete picture of government, industry, and com-
munity expertise and resources.

In December 2010, The Office of the Auditor General of Canada released a report titled Qil Spills from
Ships. It found that, on the federal side, risk assessments related to spills were incomplete, emergency
management plans were out of date, and there was no national approach to training, testing plans
(exercises), and maintaining equipment.” These types of gaps make it difficult to fully assess the extent
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of spill management in Canada’s marine environment. A more complete understanding would support
a deeper review and comparison of the combined Canadian capacity with the combined capacity of
other spill response leaders.

Tanker traffic and other large vessel traffic is likely to increase along B.C's coast. Despite lacking a full
assessment of the Canadian capacity, existing provincial and federal spill management capacity appears
to be insufficient for current needs. There are a number of areas where major improvements to marine
spill management can be made. Correcting these deficiencies is beyond the scope of any one tanker
project.

Contained within the 11 recommendations below is information on areas where Canadian capacity
should be strengthened. With these improvements in place, proponents of tanker traffic would be able
to convincingly point to the response capacity on the west coast and state that while the threat of a spill
is not completely eliminated, Canada is on the leading edge of mitigating the risk of a major spill, as well
as the impacts were one to occur.

Recommendation #1: Establish a time limited B.C.-federal government working group
to respond to the challenges facing marine spill response on Canada’s west coast

Several recommendations below would be best addressed collectively through a time limited B.C-
federal government working group. Such a group could be comprised of government and stakeholders,
and have its work described under a formal Terms of Reference. To be most effective its mandate would
be to develop policy recommendations and then see those recommendations through to agency- and
cabinet-level approval in both orders of government.

At a minimum, a working group would establish a forum for relevant agencies to raise concerns about
the state of current operations in the context of proposals for increasing west coast tanker traffic.

Recommendation #2: Advocate for Transport Canada to strengthen requirements for
its certified marine spill response organizations operating on Canada’s west coast

The existing requirements for marine spill response organizations on the west coast are insufficient given
the potential impacts of a major spill. Chief among these insufficiencies is the modest requirements
that response organizations maintain capacity to address spills up to a maximum of 10,000 tonnes. This
maximum is the equivalent of 70,000 barrels of oil. The west coast’s response organization would be
completely overwhelmed by a spill similar in scope to Exxon Valdez (260,000 barrels spilled).

Given the size of current tankers travelling in B.C,, along with proposals for far larger tankers, (1) increasing
this threshold is critical. Alaska's requirements that response organizations maintain capacity to respond
to spills of 300,000 barrels for tankers with over 500,000 barrel capacity®™ would lead to a response
capability that is far more reflective of the actual threat.

Further, requiring (2) geographic response plans with mandated capacity in specific regions would
ensure a prompt response. For example, new requirements could ensure each region has [a] appropriate
oil-waste disposal facilities along the coast, and that all the [b] necessary equipment is available for the
initial response. Without appropriate equipment and disposal facilities, a response could be brought to a
standstill and lead to delays that may increase the impacts of a spill. Further, geographic response plans
could address local conditions that could disrupt a response. For example, there could be a response
gap in certain areas where conditions are likely to decrease the effectiveness of certain approaches to
spill management, or create access challenges for response personnel and their equipment.
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Geographic response plans could also be used to [c] ensure areas are properly equipped, thus reducing
the amount of travel time required by responders to reach a spill location. Currently, responders are
permitted 72 hours plus travel time for large spills. In Alaska, 72 hours is the maximum limit and there
are no extra allowances for travel”’ It is perfectly reasonable to expect that a spill in B.C's north would
require a unique response as compared to a spill in B.C's side of the Salish Sea, and both areas should
have the capacity to respond as soon as possible,

Response organization requirements also make no mention of (3) oiled wildlife response. A spill can
devastate wildlife, and particularly for species of significance, mandating capacity in this area would help
protect important provincial values.

The requirement that (4) 500 meters of shoreline to be treated per day could be extended, particularly
if it was coupled with a requirement that responsible organizations maintain plans (5) to manage a
large workforce in the event of a major spill. Exxon Valdez impacted almost 2,000 km of coastline. At
500 meters per day, a similar spill occurring in B.C. would require a 10 year cleanup. Developing the
capacity to organize a large workforce — of contractors and possibly volunteers —is critical to an effective
response. The sooner work begins the more likely impacts can be contained.

Currently, response organizations are not allowed to engage volunteers on cleanup work. Efforts to
channel the outpouring of concern British Columbians would no doubt have following a major event
could lead to a major push early into the cleanup work. Finding a way to promote volunteerism and
ensuring the response organization is not impaired in carrying out its functions is an area where more
consideration is required.

Recommendation 3: Reach a B.C.-federal government consensus on
acceptable techniques for managing a range of spilled substances

The main Canadian provincial and federal agencies involved in spill response are the: B.C. Ministry of
Environment, Transport Canada, Canadian Coast Guard (Fisheries and Oceans Canada) and Environment
Canada. These agencies should review the types of hazardous materials that are transported by tankers
along B.C’s coastline and, wherever possible, agree on management techniques in advance.

The use of dispersants is an area where a clear decision is required. Dispersants can be applied to spilled
substances to assist with the cleanup but its use has opponents and proponents. Environment Canada
maintains a pre-approved list of dispersants suitable for use in Canadian waters, whereas Fisheries and
Oceans Canada considers them to be another dangerous substance added into the environment. The
Ministry of Environment sees a use and wants it explored for those situations where a Net Environmental
Benefit Analysis justifies its usage.

Canadian coordination is critical given the fact that in shared waters US agencies would likely use disper-
sants. Without advanced consideration a very quick decision by Canadian agencies would be required in
the event of a transboundary spill.

Other areas where similar disagreements exist or more consideration is required are: insitu oil burning
(burning spilled oil on the water); and, techniques for handling different types of oil, in particular heavier
oil from the Alberta oil sands, which has the potential to sink and render all current response capabilities
for on-water recovery in B.C. ineffective.
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Recommendation 4: Confirm the timeline for federal government -mainly Canadian
Coast Guard - support for Unified Command/Incident Command Structure

The Incident Command Structure is an established and tested technigue for responding to a range of
emergencies, including marine spills. It is used worldwide by companies and governments (including
the US). The Canadian Coast Guard has a unigue response system, which only it uses.

If a major marine spill were to occur today, B.C's Environmental Emergency Program —as the provincial
lead - would aim to establish a Unified Command Structure with the responsible party/response organ-
ization, and directly impacted local governments and First Nations. The Canadian Coast Guard would
remain outside this structure, where it would monitor and quasi-approve response plans.

This dynamic is not conducive to effective, coordinated response and adds a layer of approvals to a
situation where prompt decisions are required. The structure is designed to bring a collection of agen-
cies together to focus on common rather than individual objectives. By working outside the structure,
the Canadian Coast Guard is not connected to the shared response.

Recommendation 5: Develop an interactive mapping system to manage
information about response capacity along B.C!s coastline

An online password protected mapping tool could be created that outlines where common tanker
traffic takes place, and what types of response capabilities are in place along Canada’s coast. It could
be intimately linked with geographic response plans and risk assessments. Such a tool would provide
a clear picture of where improvements could be made - particularly around the staging of equipment
and personnel. For example, detail on the exact quantity of booms is absolutely central to planning an
effective response. Were a spill to occur, all relevant agencies could see exactly what resources are likely
to be deployed and approximately how long it will take for them to arrive on scene. Also, by having it
online agencies could access and update as conditions change.

Such a system would go a long way towards providing clarity about capacity. The state of clarity on
capacity is something both the Auditor General of Canada and research for this policy paper have
uncovered as an area where improvements are necessary. Previously mentioned recommendations for
geographic response plans would tie in closely with this recommendation.

Recommendation 6: Review the justification for why Canadian federal tanker requirements
differ when compared to US requirements for the same shared waterway

In the US, tankers in excess of 125,000 deadweight tons (e.g., a Suezmax with a capacity for one million
barrels of oil) are not permitted to travel east of Port Angeles in Washington.*® Yet the Port of Vancouver
is looking at expansions in its waterways to allow Suezmax sized tankers to make regular calls to its
facilities.

Further, Washington State and US federal laws require tug escorts for laden tankers travelling east of
Port Angeles. In Canada, the equivalent tug escort rules are voluntary.*® An industry funded emergency
response tug is stationed at Neah Bay (tip of Olympic Peninsula at the entrance to the Strait of Juan
de Fuca in Washington), as per Washington State requirements. It has provided direct assistance to 46
vessels since 1999; in eleven instances it prevented disabled vessels from drifting onto rocks and spilling
0il* There is no similar capacity on standby on the Canadian side of the Strait of Juan de Fuca.

These stricter US requirements are in place for a shared body of water used regularly by tankers trav-
eling to and from Canadian and US destinations. If there are good reasons why Canadian standards
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are different then they should be clearly communicated, otherwise Canada should review options to
strengthen requirements.

Recommendation 7: Ensure all impediments to transboundary assistance
are addressed in advance of a major spill in B.C./Canada waters

The 1993 Pacific States/British Columbia Qil Spill Task Force Mutual Aid Plan provides a mechanism for
notifications and requests for assistance (equipment and personnel). US response organizations would
require more immunity protection than what is currently offered under relevant federal legislation (e.g.,
Canadian Shipping Act). Further, it is possible that certain aspects of a response could cross into provin-
cial jurisdiction; thus, some guarantees from the provincial government may also be required.®’, ©

Administrative details like this should be addressed so that if a major spill occurred in Canada, US
responders could assist with the response without any delay (or worse, decide not to assist because
responder immunity could not be granted).

Recommendation 8: Strengthen current limits of liability rules to
reduce government and public exposure to financial risk

Once a spill has occurred there are three levels of industry response funding in Canada, which have a
combined maximum of up to approximately $1.3 billion.

The first level is the tanker-required shipper liability insurance for a maximum amount of up to $137
million; the amount is covered by insurance and is the total cost a spiller is required to pay. After that,
approximately $1 billion is available through the International Oil Pollution Fund. Lastly, Canada has a
domestic Ship-Source Oil Pollution Fund, which can be applied to for an additional $154 million (total
value of fund is $380 million, but individual incidents are entitled to a maximum of $155 million).5#

Once costs exceed $1.3 billion, additional costs may be covered by the spiller, but financial constraints
may limit that ability. Cleanup and impact cost estimates for Exxon Valdez range from between $3.4
billion and $7 billion.

Canada has no plan in place to cover the excess costs of a major spill. A spill of that magnitude could
lead to significant costs for individuals, businesses, communities and governments.

The US federal government maintains a fund through an 8-cent levy on oil imports/exports that is fore-
cast to grow from $1.5 billion in 2009 to just less than $4 billion in 2016.%° Any one oil pollution incident is
limited to $1 billion or the balance of the fund, whichever is less.® The US does attempt to recover all its
response costs up to the responsible party’s limit of liability."” The US is not party to the International Ol
Pollution funds and therefore cannot draw additional support from that source.®® In the US such limits
are based on vessel type and weight; coverage ranges from $160 million for a medium sized Aframax to
$640 million for a medium sized Ultra Large Crude Carrier®

The US situation is not perfect; it is not party to the International Oil Pollution Fund,” meaning that its
industry funded coverage is fairly similar to the coverage in Canada. However, the lesson to draw from
the US experience is that an ongoing 8-cent levy on oil imports/exports can gradually build a fund
that reduces public financial vulnerability to a major spill. Canada used a levy to build its Ship-Source
Qil Pollution Fund initially, but it has not been in place since 1976. At a maximum of $155 million an
incident, from a fund capped at $380 million, there is not much funding room for a major cleanup.
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Recommendation 9: Establish a B.C. industry funding model for
emergency spill response that can be used to complement and strengthen
Ministry of Environment marine spill management capacity

As mentioned under recommendation 2, reforming federally-regulated industry funded spill manage-
ment along B.C's coastline would bring the province up to a level on par with neighbours to the North
and South (Pacific States). It is an area where the province should request that the federal government
review requirements for its response organizations. In addition, as some aspects of a marine spill response
are perhaps more important to provincial interests, a complementary provincial industry funding model
is something that may be worth exploring, particularly given that the Ministry of Environment is already
looking into what it would take to develop a terrestrial-based model.

The terrestrial-based model could be designed in such a way that it is available to also respond to marine
spill impacts to provincial lands and interests— cleanup of the intertidal zone and beaches, for example.
It could ensure that the Environmental Emergency Program has the resources it needs, working towards
a capacity that is likely significantly more than the 12 Response Officers and $2 million budget it has
now. It could ensure that funding for provincial marine response, for both large and small incidents, is
funded by those industries that pose the threat, rather than public money.

The Ministry is exploring the following changes:

* Program enhancements funded by a levy linked to oil and other hazardous materials:
Increased staff and prevention, preparedness, and response capacity

Establishment of a provincial spill response fund

* A government requlated industry funded spill response organization, which:
Maintains robust response capacity to respond to incidents that impact provincial interests
Maintains geographic response plans

While its focus would be terrestrial response (pipelines, rail, etc.) it could be designed to maintain
capacity for the intertidal zone and beaches (where most oil would end up in a marine spill)

Recommendation 10: Develop a new regulatory regime in B.C. that ensures the
province has the explicit right to full compensation for complete environmental
restoration after a fuel spill, similar to the system in place in Washington State

Washington's Natural Resource Damage Assessment scheme assesses the value of loss resulting from a
spill, which the party responsible for the incident must pay in order to make society and environment
whole again. Dollar amounts should be based upon research and be documented.

The key benefit of the Assessment is it establishes a system for ensuring full compensation following
a spill. Currently, in B.C. the Environmental Emergency Program may either negotiate with the party at
fault on how to remediate, or lead remediation work alone, pursuing costs through the court. Given
limited resources, the Program is not well positioned to lead remediation work, and if a responsible party
is uncooperative, it may be challenging to get the remediation required. A recognized assessment tool,
set out in regulation, would provide the Program the tools it needs to mandate full restoration.
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Recommendation 11: Welcome offers from individual project proponents for
above-standard spill management, but avoid relying on this patchwork approach
as a means to achieving leading standards in marine spill management

In the case of the Northern Gateway project, Enbridge has offered to go above and beyond national and
international requirements for managing tanker traffic.”” These voluntary measures include:

¢ Simulator training for pilots and tug crews;

¢ Arequirement for laden tankers in a confined channel to have two escort tugs (one tethered);
* FEscort tugs available for ocean rescue;

* Tugs equipped with oil pollution emergency response equipment;

* Arequirement for radar to be installed to monitor traffic;

® Strategic location of response equipment;

* |dentification and prioritization of particularly sensitive areas; and,

* Non-acceptance of tankers with full width cargo tank.

Transport Canada’s review of the project found that these enhancements can reduce the probability of
an incident and also reduce its consequences. These are important safety requirements. They go above
what is required in Canada, but in most cases represent standard practices in other jurisdictions.

The commitment to these measures is commendable. If these are measures necessary for safe oper-
ations of this project, it may be that they should become broader industry requirements, and not only be
requirements of this project. In general, rather than having individual companies adopt project-specific
measures, more stringent requirements could be set in law and apply to all tankers.

Such an approach would provide consistency for marine spill management across B.C,, and ensure that
commitments made in advance of a project are followed through with once work is underway. Further,
regulators can manage compliance more easily if standards are common across the industry.

Technical Analysis Pagez‘F12
GCP-2012-00160

112 of 147



Conclusion

Enhancing spill management on Canada’s west coast is critical; existing capacity is insufficient for future
tanker traffic. Alaska’s experience with Exxon Valdez is an important reference point. Relaxed require-
ments combined with major human error, led to arguably the worst environmental disaster to ever
impact the Pacific Northwest. In response, Alaska has built a leading marine spill management program
that aims to prevent such an incident from ever occurring again. The B.C. and federal governments
in Canada may wish to consider what can be done to strengthen spill management, given projected
increases in west coast tanker traffic.

The recommmendations contained in this paper can be used to focus that investigation, and direct the
west coast towards a position of global leadership in marine spill management.

First and foremost is the need for a commitment that relevant provincial and federal agencies work
together to outline the precise capacity that exists now, so that they can confirm what is needed to
effectively mitigate spill risk in the future.

Most of the recommendations are geared towards areas of federal responsibility; things that federal
agencies could do to improve spill management. In order to implement many of the recommendations,
the province will require the support and cooperation of the federal government.

With respect to the proposed Northern Gateway Project, the concern continues to be that the risk posed
by oil tanker traffic is carried by B.C,, while the benefits are to either Alberta (where the oil is produced)
or the country as a whole (depending how those benefits are diffused). This dynamic, that B.C. carries
the risk while others benefit, is important. It is an imbalance that must be addressed, and strengthening
federal spill management is a necessary part of redefining the risk/benefit ratio associated with this
particular project.

The province can make improvements as well. In particular, it may be time to learn from other jurisdic-
tions—including the federal government and Pacific states —and institute a polluter pays system for spill
management. Currently, in the event of a major marine or terrestrial spill, the province would be exposed
to an enormous amount of financial risk. An industry funding model can strengthen government and
industry spill management while ensuring related costs sit with those industries that pose the risk rather
than with the government.

Aslong as there is tanker traffic it may not be possible to completely eliminate the risk of a spill. However,
the B.C. and federal governments have an obligation to ensure that industry engages in world class spill
preparedness and in so doing, effectively manages the risk associated with its activities.
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Attachment 1: Marine traffic vessel density along the coast of B.C. in 2003

Source: MoE 2006 State of the Environment Report
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Attachment 2: Proposed Tankers for Enbridge Northern Gateway Proposal
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Attachment 3: Unified Command/Incident Command Structure”
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The Incident Command System (ICS) is a common, proven organizational structure employed by many
companies and government agencies throughout Canada, the United States, and world-wide to man-
age emergencies of all types and scales, including spills, vehicle accidents, floods, and severe storms.
The use of the ICS and preparation of response plans addresses the "timeless tactical truth”: Effective
emergency response needs effective organization.

An Incident Management Team (IMT) employs the ICS, principally at an Incident Command Post (ICP).
The ICP/IMT is characterized by three fundamental elements:

¢ First direct line of supervision to field personnel that have the “hands-on" work (e.g. beach cleanup,
waste handling, wildlife rescue, field reconnaissance, equipment staging, etc),

* Where the response strategy and tactical (operational) decisions and plans are formulated, and
* Where unified shared command is established with other jurisdictions.

The objective of the ICS is to maximize team efficiency by defining lines of communications, delegating
responsibilities, expanding with new people and duties to ensure no one exceeds their capabilities—
mentally or physically.

The ICS organization builds from the ground up, with the management of all major functions initially
being the responsibility of just a few people. Functional units are designed to handle the most import-
ant incident activities, and as the incident grows, additional individuals are assigned. Effective respond-
ers foster a team identity, rather than that of their originating agency or company. That is a primary
alliance to the team and its mission—public safety and environmental protection—galvanizes actions.
The ICS promotes such a focus as it is “function” based (i.e. coordinate, operate, plan, acquire, etc). It is
important for an Incident Management Team - whether government or industry-to understand that
they are not alone, but have the entire resources (equipment, personnel, expertise, etc.) of their govern-
ment, or industry associations at their disposal. The ICS ensures that such resources are received by an
organization capable of handling and deploying them. It also ensures, when government agencies and
the Responsible Party are working together in a unified/integrated manner, that limited resources are
pooled. The ICS brings both capability and capacity to emergency preparedness and response.
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Attachment 4: How governments would respond to a major marine spill

30

On the following page is a flow chart outlining what would likely happen if an oil tanker hit a rock
and began to leak its cargo - causing a major spill.

A major assumption in the chart is that a responsible party is identified, willing and able to take on
leadership of response work for the duration of the cleanup.

There are a number of reasons why this may not be the case, including a mystery spill where no
responsible party is identified, company bankruptcy due to cleanup costs, and limits of liability
that dictate just how much a responsible party has to pay towards a spill.

If a responsible party does not lead, then the Canadian Coast Guard would shift from being the
Federal Monitoring Officer to the On-Scene Commander.

It is very unclear how the province would engage in a Coast Guard-led response, since the Coast
Guard does not recognize the Incident Command Structure.

The province —through the Ministry of Environment —may be limited to an advisory on environ-
mental impacts, through Environment Canada channels (the Regional Environmental Emergency
Team). This would not allow for the province to have a direct role in ensuring that provincial
interests are being considered and addressed.

Itis inconsistent with international best practices; that all directly impacted parties play a role
though an Incident Command Structure.
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A MAJOR Spill in the Marine Environment in the Canadian North Pacific
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Attachment 5: Conceptual model of oil movement in and out of Washington State
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http://www.tc.gc.ca/eng/marinesafety/menu-4100.htm

http://www.theglobeandmail.com/news/national/british-columbia/
robertson-seeks-to-protect-vancouver-from-increased-tanker-traffic/article2418663/print/
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World-leading on-land spill preparedness
and response systems for British Columbia

Purpose

The purpose of this discussion paper is to look at terrestrial (land based) spill risk in the context of current
and future resource transportation activity. This paper assesses the risks, asks what can be learned from
other jurisdictions, and explores what is needed from government to become a leader in spill preven-
tion, preparedness, and response on the land base (herein referred to as spill management).

Scope

The paper examines the risks posed to B.C's terrestrial environment from current and future resource
transportation activity and presents a summary of proposed improvements to terrestrial spill manage-
ment. It represents a starting point for discussion with industry and Canada towards building a world
leading terrestrial spill management system for B.C.

Intended use;

* Provide an update on the policy direction being considered by the Ministry of Environment for
industry funded and enhanced terrestrial spill management;

* Inform discussions on areas where procedures, policies, legislation, and programs can be
enhanced;

® Inform discussions with federal government and industry partners regarding B.C's expectations
related to terrestrial spill preparedness and response; and,

® Inform B.C’s position with respect to the Enbridge Northern Gateway Pipelines and Kinder Morgan
Trans Mountain expansion pipeline projects.

Introduction

The safe transportation and use of hazardous materials - including petrochemicals, such as oil and nat-
ural gas—is critical to British Columbia’s economy and way of life. Whenever hazardous materials are
present, the possibility of a spill into the enviranment exists. While public interest focuses most heavily
on the risks posed by oil tankers at sea, there are risks that exist in the terrestrial environment as well;
an area where the province has significant management responsibilities. 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 terrestrial spill management
capacity.

The purpose of this paper is to look exclusively at the spill risk in the context of the transportation and
use of hazardous materials on the land, examine lessons from neighbouring jurisdictions, and outline the
industry-funded terrestrial spill response policy being explored by staff in the Ministry of Environment.

While the Enbridge Northern Gateway pipelines and the anticipated Kinder Morgan Trans Mountain pipe-
line expansion proposals are not the only reason for looking at strengthening terrestrial spill response,
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these projects make it imperative that the province put in place policy tools that adequately address the
inherent risk of spills linked to the transportation of petrochemicals and other hazardous substances.

Background

Transportation and use of hazardous materials

Hazardous materials include chemical, biological, radiological explosives, toxic substances, flammables,
and corrosives, which are stored, manufactured, transported, recycled and handled in B.C.! Their use is
critical to B.C's economy and way of life. The use and transportation of hazardous materials in B.C. led
to a total of 3,492 spill incidents being reported to the Ministry of Environment in 2010/2011." Since
1992/1993, the average number of annual spill reports has ranged from between 3,000 and 4,000.”

In discussing hazardous materials in the land environment, attention almost always focuses on the trans-
portation of oil and other petrochemicals, particularly by pipeline, rail and road. Such a focus is appropri-
ate, both given the growing petrochemical industry in B.C, but also because the risks and response
capacity for petrochemical spills are —at least at a high level—common for all hazardous materials.

The transportation of hazardous materials is poised to expand. Using pipeline developments as a meas-
ure, there are a number of proposals that, if approved, would dramatically increase the movement of
natural gas, condensate and Alberta oil through B.C. These proposals, which add to an existing network
of liquid and gas pipelines, include:

1 The Enbridge Northern Gateway Pipelines project, which would move over 500,000 barrels of
crude oil per day in an east-west pipeline out of Alberta’s oil sands to tankers in Kitimat, and
193,000 barrels of condensate in a west-east pipeline from tankers in Kitimat to Alberta.?

2 The Kinder Morgan Trans Mountain Edmonton-Vancouver pipeline expansion project that would
increase its crude oil shipments from 300,000 barrels per day up to 850,000." Previously, this
expansion had referenced adding a northern diversion to Kitimat at the B.C.-Alberta border.

The Ministry of Environment’s Environmental Emergencies Response Program (the Program) operates
under the assumption that approximately 30 per cent of all goods transported in B.C. are hazardous.
Growing Asian markets and the province's push to be the Pacific Gateway for North America are leading
to increased transportation of all types of goods through B.C. It is expected that this increase, in addition
to the above-mentioned pipelines, will lead to a corresponding increase in the transportation of all
types of hazardous materials.

The risk of a spill

The Program manages - either through on-site response or remotely through oversight of spiller
response —between 3,000 and 4,000 spill reports per year. Reported spills can range from small (minor
leaks resulting from motor vehicle accidents) to large incidents (such as the 2005 train derailment into
Cheakamus River®). With the recent increase in large-scale industrial development (e.g. Northern Gateway
Pipelines proposal) and the associated transportation of hazardous substances, whether by road, rail or
pipeline, there is a very real likelihood that the incidence of spills will increase in the coming decade.

While terrestrial spills can be mitigated, they cannot be completely avoided. They are a feature of a mod-
ern economy. Spills can occur for a number of reasons, including as a result of general use, accidents

1 Any substance spilled in sufficient quantities and receiving environments can have environmental and public safety impacts. The Ministry
of Environment's Environmental Emergency Pregram responds to all types of spills not just hazardous materials (e.g., grain, milk, chlorin-
ated water, sewage).
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(including ruptures), unsafe disposal, derailments, equipment failures, fire, human error, vandalism, and
natural occurrences.

Depending on the location of an incident, a spill can put public safety and human health at risk, and/or
the environment, including species at risk, waterways, wetlands, protected areas, and important habitat.

Returning to the pipeline example above, there have been a number of recent high profile pipeline
spills in other jurisdictions that point to the importance of robust terrestrial spill management capacity
in areas where pipelines are present. Examples are:

* July 2010, an Enbridge pipeline in Michigan ruptured and leaked 20,000 barrels of oil over 17
hours; the oil then spread over a 60 kilometre stretch of the Kalamazoo River. This was a large
incident, and cleanup cost the company US$767 million.’

* May-June 2012, a series of three relatively small spills in Alberta over a short period-one at 1,450
barrels of oil, a second at 5,030 barrels, and a third between 1,000-3,000 barrels?

These spills point to the need to ensure: (1) industry is well-prepared for those rarer, but major spills; (2)
there is response capacity available for multiple incidents at once; and, (3) the provincial government
has the resources it needs to effectively verify industry prevention, preparedness, and response activities.

Existing spill management capacity’

The province's spill response program protects human health and the environmental quality of the
province's water, land, and air resources by: (1) monitoring, augmenting or taking over a response to
spills; and, (2) developing tools to prevent, prepare for and respond to spills. It works closely with other
provincial and federal agencies, industry, local government and stakeholders.

Note: The Program also provides central emergency planning for other environmental and public
safety threats, including: (1) water-related debris flows; (2) erosion and accretion; and, (3) subma-
rine slides. It is available to support other provincial agencies in the event of: (1) flood hazards, (2)
landslides, (3) dam safety issues; and, (4) seismic threats.

The federal government has responsibility for spills to federal lands as well as jurisdiction over migratory
birds and fish and their habitats. Additionally, the federal Species at Risk Act mandates the protection of
identified species at risk; species which could be affected by a terrestrial spill. For spills to lands under
provincial jurisdiction, Environment Canada and Fisheries and Oceans Canada would be expected to
provide professional advice and guidance to spill responders in relation to those species and habitats
under their jurisdiction.

Industrial operators that store, manufacture, transport, recycle or handle dangerous goods, hazardous
wastes, or hazardous chemicals should prepare a response plan to respond to emergencies involving
the accidental release of these substances. These plans should identify potential hazards, develop sys-
tems for preventing accidents, provide appropriate mechanisms for minimizing risk, loss, and damage,
and provide an incident management structure to guide response activities. Plans are not currently a
requirement, nor are voluntary plans reviewed by the Program.

When a spill occurs, the responsible party is expected to: (1) report the spill as required under provincial
legislation; (2) implement its plan; and, (3) take reasonable steps to contain the spill and restore the
environment to its original condition. If the Ministry incurs costs while augmenting or taking over a
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response, the responsible party is expected to pay the full costs incurred by the province when assist-
ance is provided (polluter pay principle).

When the system is working well the responsible party and its contractors implement a plan that fully
restores the environment to its original condition, the program verifies cleanup to ensure provincial
interests are protected, and the responsible party pays all the costs associated with cleanup and restora-
tion (including all program costs).

The system does not always work as it should. The responsible party does not always do what is required
to prevent, prepare for, and respond to spills in a timely and adequate manner. Sometimes the respon-
sible party is unwilling or unable to respond effectively and fully. In some instances a spill may not
present a high enough risk for the program to fully verify that an effective response has taken place.
Lastly, disputes could arise between the responsible party and the program regarding how much should
be paid for cleanup and restoration.

The Ministry of Environment has reviewed areas where terrestrial spill management could be enhanced
to avoid these issues, and ensure that the system works as it should all the time.

Lessons from neighbour jurisdictions™

A scan of neighbouring jurisdictions took place earlier this year. Those jurisdictions surveyed were
Alaska, Washington, Oregon, California, and Alberta. Responsibilities for prevention and responding to
environmental spills are specific to each jurisdiction; however, general principles and categories can be
described. These descriptions provide B.C. with direction on how it may wish to organize and strengthen
its capacity.

Near complete implementation of the polluter pays principle was a common theme across all the states
surveyed. Not only are responsible parties required to cover all cleanup costs in these states, but the
industries that create the spill risk must pay into special accounts - often through a per barrel levy on the
transportation of petrochemicals. These accounts partially or completely fund state spill management
capacity, including prevention and preparedness activities, as well as response (Alaska, Washington,
California, Oregon, and Hawaii).

With industry funding, states are able to take on more spill prevention and preparedness work. For
example, they can use funding to verify industry plans, support geographic response planning, conduct
exercises and drills, and maintain readiness in all strategic locations.

Industry funding has been designed to match spill management to the risk that exists. State programs are:

* Alaska has 82 staff (36 emergency responders); approximately US$9 million annual capital budget;
and, a US$50 million response account.

* Washington has 70 staff (28 emergency responders); approximately US$12 million annual capital
budget; and, a US$9 million response account.

e (California has 150 direct emergency response staff; approximately US$30 million annual capital
budget; and a USS50 million response account.

Oregon and Hawaii, as well as Alberta, all maintain programs that appear to be smaller or similar in scope
to B.C. There are numerous possible reasons for why neighbouring programs are larger and smaller than
what is in place in B.C. These are: varying degrees of federal support and local capacity; differences in the
scope of program coverage (e.g., some have contaminated sites and marine capacity, while others do
not); and, differences in the extent of risks, both in terms of hazardous material volumes and activities,
as well as geographic conditions.
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The examples of Alaska, Washington, and California reveal that some of B.Cls neighbouring jurisdictions
are better protected than others. Further, all the neighbouring US states have robust industry funding
models in place that allow them to promote resource development without putting spill management
costs directly onto residents.

Making B.C. a leader in oil spill response standards

At the current level of resourcing, the existing B.C. spill response program may not be large enough to
respond to any growth in the volume of spills, nor the potential for concurrent major incidents. To assess
options related to program enhancements, the different, and in some cases more extensive approaches
taken among neighbouring US states were examined. The need to consider resourcing options from
the private sector to strengthen provincial spill management capacity became even more acute as the
full extent of potential new resource development and hazardous material transportation became clear.

Ministry staff are in the process of reviewing options to implement what is being referred to as industry
funded and enhanced spill management for the terrestrial environment. Under this model, industry
would be required to support government spill management costs (prevention, preparedness, response
and natural resources damages), as well as maintain robust spill response capacity of its own through
an industry-funded spill response organization. Industry funding would be provided to the province's
Environmental Emergency Program so it could more effectively verify industry preparedness and
response activities, as well as maintain and execute its own response capacity.

Note: Transport Canada currently requires that marine operators maintain membership in and
fund an industry funded spill response organization for the marine environment. B.Cs proposal
can be clearly distinguished from Transport Canada’s requirement because its focus is the ter-
restrial environment. Aspects of B.C's approach may overlap onto the shoreline, but only so far as it
complements federal efforts.

Principles

Polluter pays principle —industrial and commercial sectors that pose a risk to the environment and
public safety have a responsibility to address risk and redress impacts to human health and the
environment. These costs should not be left to the public.

Emergency management is a shared responsibility — businesses and government whose interests
are directly affected by a spill (or threat) and have capability to respond have a shared role in
emergency preparedness and response.

The level of emergency preparedness is linked to the known risk—Risk should be assessed and
managed appropriately.

Response strives for a net environmental benefit—Response work should benefit people, property
and the environment. Human health and safety cannot be compromised.

Effective spill management is good for the economy —With public trust in spill prevention, pre-
paredness and response comes greater public support for those economic activities that bring
some element of risk. Industry can take comfort in knowing that there are clear rules and a consist-
ent level playing field.

Policy proposal

Industry-funded and enhanced spill management has three central elements. All three elements require
industry funding. These changes would address some key issues facing B.Cs terrestrial spill response
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regime, including new: requirements for industry to have tested and government approved response
plans; and, provincial response capacity that matches the known risk, including staff and resources to
address all types of spills.

The central element is industry funding for spill management. This funding would be directed at these
three areas:

1 AnIndustry funded terrestrial spill response organization. Funds would be used to:

Maintain region-specific spill response capacity (e.qg., equipment, personnel) linked to risk assessments,
best practices and continuous improvement;

Maintain geographic response plans (approved by government); and,

Participate in scheduled and announced exercises that verify capacity.

The objective of this element would be to ensure that adequate capacity and expertise is maintained
by industry, with that capacity strategically located across the province to ensure a timely response to
any terrestrial spills. The specific design of the organization would be the prerogative of industry; how-
ever, the Western Canada Marine Response Corporation (WCMRC) is a model that would be a critical
reference point. WCMRC is a Transport Canada certified marine spill response organization. West coast
marine vessels of a certain size and oil handling facilities are required to join and fund WCMRC, which is
required to maintain marine spill response capacity up to Transport Canada tested response standards.
This new terrestrial-based capacity would likely be made available to members first, but also other enti-
ties that happen to cause a spill. Members pay so that capacity is available. Services would still have to
be contracted, even by members. This way, good actors would not be subsidizing the response costs for
those entities that spill more often.

Key considerations:

How will industry funding be collected? Will it be a levy on the transportation of hazardous materials?
What materials will be included? What size of company would be included (e.g., would small oper-
ations be exempt)? Can a levy collected for a certain material be used only for related spill manage-
ment activities?

Are there any issues related to jurisdiction that could impact the design of this program?
2 Anenhanced provincial Environmental Emergency Program.
Funds collected from industry would be used to:
Finance capital costs, including program staff and equipment;

Build a provincial government spill response and recovery fund that would be capped at a certain limit
and available to government when a spiller is unidentified, unable, or unwilling to respond;

Finance program activities, such as verifying industry capacity, research (e.q., risk assessments and
innovation), and stakeholder engagement;

Policy development that continues to improve the program and,

Ongoing spill prevention and preparedness activities (e.g., provide initial spill response equipment and
training to local communities).

This element of the proposal is intended to ensure that the Provincial spill response program is resourced
to fulfill its responsibility to oversee the adequacy of industry spill response actions and to assume the
lead role in spills where the responsible party cannot be identified or is unable or unwilling to respond.
Oversight of industry is critical to maintaining public confidence in the adequacy and timeliness of
terrestrial spill response.
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Key considerations:
What is the level of comfort with industry providing funding directly to government programs?

Where will industry funding be held? What mechanism, be it a trust fund or special account or other, is
best suited for this model?

What level of funding would be required for (A) an enhanced Environmental Emergency Program;
and, (B) a provincial spill response and recovery fund?

What budget and staff increases are required to bring the Environmental Emergency Program up to a
size that better reflects the risk in B.C.7

How will this added terrestrial spill management capacity complement existing marine environment
spill management capacity?

3 Natural Resources Damages Assessment that:

Broadens the government and industry’s focus from removal and remediation to include restoration
of damaged species, habitats, and loss of public access/use;

Establishes a standard pre-determined formula to cost damages to the environment that are caused
by hazardous materials;

Provides certainty that a responsible party will address all costs associated with a spill, and removes
time and debate over reasonable restoration (in extreme cases it avoids costly litigation); and,

Ensures public confidence in the polluter pays principle.

At the time that at a spill occurs, dialog very quickly turns to how much it will cost to remedy its impacts.
Uncertainty and debate over reasonable costs often consumes valuable time. A lack of clarity on finan-
cial accountability also leads to uncertainty for the responsible party, weakens public confidence in the
polluter pays model and can in extreme cases lead to costly litigation.

Through the establishment of appropriate policy and legislation, the Province can describe standard
methods by which damage assessments are standardized and easily calculable based on common for-
mulae. Examples of just such an approach exist in a number of neighbouring jurisdictions where it has
contributed greatly to the successful timely resolution of spill incidents.

Enbridge Northern Gateway Pipelines proposal

The pipeline portion of the Enbridge proposal would transport crude oil and condensate across the
middle latitudes of B.C. crossing lowland river systems, rolling plateaus, flat plains, large lakes, forest, and
mountain ranges.

If approved, the project would significantly increase the volume of hazardous materials transported in
the province and introduce it to new remote areas. To adequately mitigate the new risk that both these
factors would bring, additional spill management capacity would be required.

Proposals such as this point to a need for industry funded and enhanced terrestrial spill management.
Such a policy would ensure that spill management capacity is linked to the risk that exists. As new
projects come on line, it would be up to industry to ensure that appropriate prevention, preparedness
and response capacity is available where it is needed. This is consistent with the polluter pays principle
because it requires that industry — not government —fund the risk that such projects create.

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

The July 2010 Enbridge spill into the Kalamazoo River underscores the need for strong government
oversight. In preliminary content from its anticipated report, The US National Transportation Safety
Board has stated that this major spill can be attributed to “pervasive organizational failures” by Enbridge,
as well as “weak federal regulations” (July 2012)."

The Board found that the spill was allowed to persist for 17 hours because Enbridge employees did not
follow appropriate shutdown procedures when pressure decreased in the line. It has also been revealed
that proper preventative measures had not been taken. For example, Enbridge had failed to properly
assess the state of the line that ultimately ruptured; a cause for particular concern given that cracks had
first been identified in it—and gone unrepaired —in 2005."

Government oversight can be designed to ensure these issues do not occur by routinely verifying that
industry spill management capacity is up to date and leading edge. The unfortunate events on the
Kalamazoo serve as an important lesson to B.C.; major projects with significant hazardous material com-
ponents require strong government regulations and verification. Industry funding and enhanced spill
management achieve these requirements, and do so with limited or no costs to the public.

It also provides consistency to industry and assurance that all companies are operating under the same
set of rules. Effective spill management requirements serve British Columbians and industry by provid-
ing opportunities for economic activities with fewer corresponding risks.

Work to date

Ongoing networking and joint planning with neighbouring jurisdictions have provided an opportunity
for Ministry staff to learn about the extensive use of industry funding models in Alaska, Washington,
Oregon, California and Hawaii. Formal jurisdiction scans have also been completed.

Next Steps

These steps have been identified as being required to bring this proposal from concept to reality. Much
of this work can occur concurrently.

1 Immediately Strike a Terrestrial Spill Response Working Group (for duration of
policy development) - to be responsible for development and implementa-
tion of revised policy and legislation including consultation with industry.

2 Engagement with key industry associations and federal agencies (ongoing) —an engage-
ment strategy is nearing completion and will be ready to be initiated imminently.

3 Complete, in-depth technical analysis of policy and options.

4 Public consultation on Policy Intentions Paper.
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http://www.theglobeandmail.com/globe-investor/third-oil-spill-fuels-calls-for-alberta-pipeline-review/article4352760/
http://www.env.gov.B.C.ca/eemp/

In February 2012, B.C. Ministry of Environment sent out questionnaires to spill management programs in Alaska, Washington, Oregon,
California, Hawaii, and Alberta. Responses to these forms informed this section.

http/fwww.ntsb.gov/news/2012/120710.html
http/fwww.ntsb.gov/news/2012/120710.html

Page4?30
GCP-2012-00160

130 of 147



Proposed Northern Gateway
Pipeline (NGP) by Enbridge —Joint
Review Panel Aboriginal Issues

Summary

The relationship between British Columbia and First Nations has evolved to include meaningful con-
sultation with First Nations on Crown actions that impact land and resources, as well as the greater
opportunities for First Nation participation in social and economic development. The Province takes an
inclusive approach to land and resource management, including a commitment that First Nations be
involved in decision-making processes. British Columbia shares revenues from resource development
and negotiates economic development agreements with First Nations in an effort to stimulate local
economies and improve social conditions.

British Columbia acknowledges the increasing role that responsible business practices can play in fos-
tering strong relationships with First Nations and in building solid foundations for effective consultation
processes, business partnerships and informed decision-making.

Background

Unlike other provinces, treaties largely have not been concluded in British Columbia. In the absence of
treaties, the courts have confirmed that Aboriginal rights continue to exist. However, the courts have
not clearly defined the nature of those rights and where they exist. Case law requires British Columbia
to consult with First Nations on any decision that may infringe their treaty or Aboriginal rights. Where

government makes a decision that will infringe rights, there is a legal duty called “accommodation,’

which can include mitigation measures. These legal requirements impact resource development and
government decision-making.

In response, British Columbia has developed an innovative and flexible approach with First Nations that
has had a large degree of success in shifting from a primarily adversarial relationship to one that is more
proactive and respectful, benefitting all parties. This approach has led to a suite of strategic agreements
with First Nations that can facilitate consultation, support more effective land-use decision processes,
share provincial revenue, and provide tools for First Nations to partner with industry and to participate
in the economy.

Principles

Given this background, there are three key principles that guide how British Columbia interacts with First
Nations on resource development projects:

1 Legal requirements to consult and accommodate First Nations for
impacts on Aboriginal and treaty rights must be addressed;

2 Proponents should make best efforts to avoid or mitigate the
impact of a project on Aboriginal and treaty rights; and

3 First Nations should have the opportunity to benefit from major developments on
Crown land; specifically, proponents should make best efforts to conclude agreements
that provide training, employment and other economic benefits to First Nations.
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Building Relationships with First Nations

Proponents have an important role in ensuring First Nations are involved in decision making and receive
benefits from development on Crown land. More importantly, appropriate First Nation-proponent part-
nerships can provide significant benefits to all parties.

To increase general understanding of industry’s role, the province has collaborated with the Business
Council of British Columbia to develop the best practices summarized below.

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. Benefits for
industry include:

1 Certainty for processes: a positive relationship can facilitate certainty for busi-
ness and other processes that result in timely business operations and deci-
sions while averting costly delays. Unmitigated potential impacts to Aboriginal
rights can delay decision-making and other related processes.

2 Access to alabour force: resource companies operating in rural areas face potential short-
ages of skilled labour. First Nations communities are located throughout British Columbia,
including in rural and sometimes isolated parts of the province. Their populations are young
and are experiencing rapid growth —about three times the rate of the non-First Nation
population. This means First Nations communities can offer a local and available workforce.

3 Access to services: the size, terrain and geography of British Columbia and distribu-
tion of population also present challenges in accessing services. Often, the community
located closest to a project is a First Nation community which may be able to provide
a range of services that otherwise would be costly to access or in short supply.

4 Marketing and social responsibility: some sector organizations and social responsibility
programs make it a condition that members form partnerships with First Nations. Benefits
of membership include improved access to markets, business partners and services.

5 Support for government consultation: a positive relationship between a company
and a First Nation can support the Province's consultation obligations. It allows
companies to share information about their proposed projects directly with First
Nations in a timely manner. And, based on feedback from the First Nation, compan-
ies can readily modify plans in order to avoid impacts to Aboriginal rights.

6 Access to local knowledge: First Nations hold a wealth of knowledge about the divers-
ity and interactions among plant and animal species, landforms, watercourses and other
biophysical features. Companies may benefit from this knowledge in order to build new
practices for protecting and conserving resources, including heritage resources.
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British Columbia’s Expectations of the Proponent

In the context of the opportunity to build mutually beneficial partnerships with First Nations, British
Columbia would expect the proponent to:

1

Recognize the nature of the First Nations'connection to the land or traditional territories.

2 Provide opportunities for First Nations'involvement in the planning of the project, offering
greater opportunities to address cultural issues, economic priorities, and environmental values.
3 Seek First Nations'input into, and involvement in, environmental protection measures, including
adaptive management regimes, potential remediation measures, and environmental monitoring.
4 Modify development plans to mitigate potential impacts on Aboriginal rights. For example,
should consultation reveal that the project may need to be modified to protect a cultur-
ally sensitive area, the proponent would be expected to modify plans accordingly.
5 Establish a commitment to provide employment, training and educa-
tion opportunities to First Nation community members.
6 Provide financial support for First Nations' participation in pro-
ject planning, development and review.
7 Establish a commitment to enter into service and supply arrange-
ments to the project that would build the economic capacity of a First
Nation and meet the needs of the company and the industry.
8 Provide financial support for environmental assessments or traditional use studies by First Nations.
9 Enterinto protocols for engaging, sharing information and clarifying roles and responsibilities.
10 Provide the opportunity for First Nations to participate in equity, profit or benefit shar-
ing in the project through such vehicles as Impact and Benefit Agreements.
11 Produce a comprehensive and accurate recording of the engagements with First Nations.
Conclusion

British Columbia expects the proponent to build strong, enduring relationships with First Nations pot-
entially affected by the Northern Gateway Pipeline project. Through those relationships, there should be
discussion of possible impacts on Aboriginal rights, implementation of measures that would mitigate
those impacts, and the development of impact management and benefit agreements.

46
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Economic Benefits: Enbridge
Northern Gateway Pipeline

Enbridge applied to the National Energy Board (NEB) for approval to build a $5.5 billion Northern
Gateway Pipeline on May 27, 2010 (this analysis was prepared prior to the July 20, 2012 announcement
by Enbridge regarding pipeline safety). Public hearings began in January 2012, with final arguments set
for the spring of 2013. NEB's Joint Review Panel Report will be made in late 2013, setting the stage for a
final Federal Cabinet decision in 2014.

For British Columbia to develop its final
argument for the spring of 2013, the | Economic Benefits to B.C., Alberta and Canada
Province is reviewing the fiscal and eco-
nomic implications of the pipeline and Gross Domestic Product = $270 billion (over 30 years)
what they could mean to every citizen
of British Columbia. 68%

The following paper is targeted specif- Alberta
ically at examining the distribution of 17%
fiscal and economic benefits and how - LA et

they align with the inherent risks to our
province.

B.C.

Incremenal income = $81 billion (over 30 years through

Environmental impacts are discussed provincial and federal government taxation)

generally in this paper. More in-depth
analysis can be found in the accompany-
ing analysis on marine and land spill
responses.

39%

The Northern Gateway Pipeline is being
built to carry a large amount of bitumen
from the oil sands in Alberta. Bitumen,
or “heavy ol represents a significant risk and cost to British Columbia should a spill occur on land or
sea. Recovery from a "heavy oil” spill in British Columbia would result in significant direct and indirect
long-term costs. This fact differentiates bitumen from other commaodities such as potash or grain, that
are also shipped through our Province from other jurisdictions.

8%

The Project

The Project consists of two 1,172 kilometre pipelines located in one right of way. About 670 kilometres
of this pipeline would be built in British Columbia. Enbridge estimates that once fully operational the
pipeline will carry 525,000 barrels per day (bbls/d) of bitumen from the Alberta oil sands to Kitimat for
export, and return 193,000 bbls/d of imported condensate from Kitimat to Alberta.

The Project is forecast to provide significant benefits to governments, communities and individuals
through taxation and royalty revenues, employment and indirect and induced jobs. It is important to
note that British Columbia is assuming a majority of the risks associated with the transportation of bitu-
men to the coast by pipeline, 100 per cent of the risk in exporting bitumen by tanker from our coastline,
and a minority of the fiscal and economic benefits.
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Economic Research

According to a research report by Wright Mansell?, a Calgary based firm, the pipeline is likely to generate
$81 billion in additional income through provincial and federal government taxation over a 30 year
period between 2016 and 2046.

Of the total government revenue, $36 billion (44 per cent) is accrued by the Federal government. The
$36 billion is anticipated to be distributed across the country on a per capita basis because the revenues
are considered general, not dedicated revenues. However, there is no guarantee any of these revenues
would be distributed in that manner, as equalization often alters per capita transfers or expenditures.

The remaining $45 billion in provincial revenues are split with $32 billion (39.5 per cent) to Alberta, $6.7
billion (8.2 per cent) to British Columbia, $4 billion (4.9 per cent) to Saskatchewan, and the remaining $4
billion splitamong the remaining provinces, who benefit from providing labour or services to the project.

British Columbia's share is 8.2 per cent of the total $81 billion in incremental taxation revenue.

In addition, prices are forecast to rise between 2016 and 2046 due to the creation of a new market for
Canadian oil in Asia. According to the Wright Mansell report, the price lift is estimated at $107 billion,
split $103 billion to Alberta and $4 billion to Saskatchewan.

According to Wright Mansell's analysis, the Pipeline’s economic benefits to Canada are:

Economic Benefit Benefit to Canada

Gross Domestic Product (GDP) for first 30 years $270 billion
Additional labour income for first 30 years 548 billion
Employment (person years) for first 30 years 558,000

Government revenue (federal and provincial) for first 30 years 581 billion
Oil Industry Net Incremental Revenue for first 10 years $28 billion

British Columbia’s share of the total $270 billion generated in Gross Domestic Product (GDP) over the 30
years is about 17 per cent in exchange for 100 per cent of the marine risk and a significant proportion of
the land-based risk. The: $270 billion is equivalent to the total output of the entire Canadian economy
over two months.

In terms of employment, the Project is expected to generate 558,000 person years of employment
over the 30 years. According to Wright Mansell, the Enbridge pipeline will increase employment across
Canada and 25% of the employment benefit will accrue to British Columbia. However, as the majority
of this employment is during construction, B.C's long-term employment gain is a small fraction of the
total jobs created.

Based on this report, the fiscal and economic benefits of the proposed project are significant and long
term for the national economy. However, for British Columbia, the degree of environmental risks com-
pared to the level of fiscal and economic benefits is greatly imbalanced.

Appendix B of Enbridge Application, Volume 2: Economics, Commercial and Financing, www.northerngateway.ca/assets/pdf/applica-
tion/Master_Vol%202_Final_11May10.pdf
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British Columbia versus Alberta

Although Enbridge attributes jobs to British Columbia directly, the actual labour and taxation associ-
ated with the construction employment may come from Alberta or other parts of Canada. There is no
guarantee that British Columbians would fill these positions.

Enbridge estimates the general benefits to British Columbia as economic, social and environmental in
Appendix 1 at this end of this section.

Generally, Enbridge’s analysis shows both Canada and Alberta gain benefits that exceed those to British
Columbia even though the majority of environmental risk related to bitumen transportation would be
located in this province, as the pipeline crosses our land before being shipped off of our coastline.

Economic Principles

British Columbia has established several principles to guide this type of development. If these principles
are applied to the Project, the Province is optimistic British Columbia and its citizens can realize financial
benefits that more appropriately reflect the risks the province will bear.

The reality is the Province is obliged to build on its economic strengths so that growth and investment
can flourish in a manner that delivers optimal fiscal, economic and social benefits necessary for job
creation and skills development for all British Columbians.

As a safe haven for investment in a time of global uncertainty, British Columbia needs to leverage its
strengths in the area of natural resource development, multiculturalism, education and transportation
infrastructure to create the synergies required to drive our economy longer term. This includes a more
equitable fiscal arrangement for the Northern Gateway Pipeline.

British Columbia is in a strategic position as Canada’s gateway to Asia Pacific. Today, the Pacific Gateway
is the key to economic development and diversification for all of Canada. This is the time to promote and
foster trade with Asia. Economic growth cannot be done in isolation, and British Columbia has leader-
ship to ensure that an equitable share of the gains flows into our economy.

In order to keep up with forecast demand from the growth in Asian economies, British Columbia must
continue to invest in critical infrastructure. The Province together with the Government of Canada is
doing just that. British Columbia's port infrastructure provides a competitive advantage by facilitating
trade with growing markets in Asia.

In fact, renewing our infrastructure is the second pillar within the Province's recently-announced strat-
eqy, Canada Starts Here: The BC Jobs Plan. These pillars are:

1 Enable job creation across British Columbia;
2 Strengthen our infrastructure to get goods to market; and
3 Expand markets for British Columbia products and services.

Long-term jobs and investment require converting the Province's strengths into competitive advan-
tages, and turning opportunities into lasting economic benefits for all British Columbians while main-
taining strong fiscal discipline. In the context of the current Enbridge pipeline proposal, British Columbia
is presented with an opportunity to build a strategic advantage that delivers meaningful, new benefits
for the entire province, and all of Canada.
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Liquefied Natural Gas

Like our western neighbours in Alberta and Saskatchewan, our government is also focussed on
expanding trade with the growing Asian markets. We have an incredible opportunity with our liquefied
natural gas reserves to develop a B.C. resource, with B.C. jobs and economic benefits to our province
and minimal risk to our land and marine environment. Our priority is to grow our economy, with a
sustainable industry that provides jobs for British Columbians and with developers that have partnered
with First Nations.

Interest in developing liquefied natural gas has been growing exponentially, and now includes five big
proposals that could imply up to 4 trillion cubic feet (tcf) per year of Canadian natural gas exports by
2020.

If the five big plants are built in British Columbia, impact on our GDP is expected to add $1.5 trillion by
2046, requiring 100,000 persons/year in construction jobs and about 2,700 full time jobs once in oper-
ation. The development could imply a capital investment of $278 billion by 2020 in terminals, pipelines
and upstream. This is a B.C. resource, with B.C. jobs, minimal risk and huge economic benefits for British
Columbia.

Liquefied natural gas is being developed in a manner that ensures benefits flow to local First Nations and
creates local procurement opportunities that will benefit our communities in a fair and equitable manner.

Liquefied natural gas development is British Columbia’s top priority. Our anticipated five LNG plants are
forecast to produce the equivalent of 2 million barrels of oil per day, roughly the current level of produc-
tion in Alberta’s oil sands.

By contrast, the Enbridge pipeline proposal would generate $81 billion in addition income through
provincial and federal government taxation over a 30-year period, with approximately $6.7 billion —or 8.2
per cent—coming to British Columbia.

Opportunities for British Columbians

The Enbridge Project proposal presents opportunities that could provide benefits for British Columbians.
In light of the national significance of bitumen, the need for access to the coast, and Federal Government
support for the Project, commencement of substantive dialogue with the government parties is
appropriate.

Port development, spill and marine response programs, marine safety, Aboriginal economic develop-
ment and access to Asian markets are all areas where the Federal Government has a significant role.

The Federal Government has played a leadership role in the development of oil and gas in Canada,
including several accords with both Newfoundland and Nova Scotia. These saw provinces receive an
estimated $3.7 billion in loan guarantees®, non-repayable contribution and interest assistance—dating
back to the 1980s and early 1990s.

The 1985 Atlantic Accord allowed Newfoundland to tax East Coast offshore oil development as if it
were the resource owner, and gave a guarantee of equalization payments for a 12 year period. The
2005 Offshore Arrangement built on this Accord. The 1986 Canada-Nova Scotia Offshore Petroleum
Resources Accord was quite similar to the Atlantic Accord in terms of taxation and included payments
for a 10-year period.

3 Source: http://www.thetelegram.com/Business/2011-08-20/article-2717041/hibernia-adding-up-for-feds/1
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The great majority of revenue from bitumen transported to the coast will be realized by Alberta because
the resource originates in the oil sands. Royalties collected by Alberta in 2010/11 were in the $3.7 billion
range based on a bitumen price of $62.30/bbl. Alberta can continue to ship oil to United States markets
based on the $62 bbl price range, which is a discounted rate. Should it have access to Asian markets, the
price of oil would increase, along with Alberta’s royalty revenues.

New resource developments, like the Bakken play in North Dakota, promise increased, new competition
for oil from Alberta and Saskatchewan. Forecasts for the Bakken show dramatic increases in production
to 2020 and beyond. This new production will result in greater United States self sufficiency of supply
and resultin less reliance on Canadian ol thus making access to Asian markets through British Columbia
critical.

According to Muse Stancil* the consulting firm that estimated commercial costs for Enbridge, “increased
prices for Canadian oil would result in annual producer revenues increasing by $2.39 billion in the first
full year of operation and growing to over $4.47 billion by 2025. The net benefit to the Canadian oil
industry would be $28 billion over the first 10 years of the project's operations alone!

Regional Port and

Industrial Development

Port and industrial development in the Prince Environmental Risks to B.C. and Alberta
Rupert/Terrace/Kitimat area will stimulate the

local economy and create jobs and benefits far Marine environmental risk
beyond the terminus of a pipeline.

A North Western Industrial Zone with the infra- B.C.
structure to support extensive investment in 100%

industrial development and job creation is a Alberta
must.

The concept is one of a high concentration of

industrial activities in an area so businesses can Land environmental risk: approximately 670 kilometres of the

flourish from both internal and external econ- 1,170 kilometre right-of-way are in British Columbia
omies. For example, we could see the develop-

ment of a marine industry and secondary
support businesses such as machine shops with 42% 589%,
First Nations and communities benefiting from
economic diversification, increased availability of
well-paid jobs and increased local government

revenues.

In the North West, the Prince Rupert/Terrace/ Kitimat triangle affords an opportunity to support new
industrial development within easy driving distance of established communities that are well suited to
support new development.

Empirical evidence suggests that costs of moving goods and economies associated with labour pools,
and a proximity to shared natural resources, add to economic development. Over time, industrial clus-
tering results in the growth of associated and interdependent businesses.

4 Source: Enbridge Application, Volume 2: Economics, Commercial and Financing, www.northerngateway.ca/assets/pdf/application/
Master_Vol%202_Final_11May10.pdf
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For the development of the industrial zone, negatiations with the Federal Government regarding port
investment, establishment of a Port Authority in Kitimat, tax incentives for industrial development, and
funding of an electrical line to the Port and industrial areas, need to be considered.

Federal Government programs such as Asia Pacific Gateway and Corridor Initiative and other Transfer
Payment Programs exist that could be used to fund the development of the Kitimat Port. Recent invest-
ments have ranged between $1 million and $365 million for strategic transportation infrastructure
projects including British Columbia’s Lower Mainland initiatives. The principal road and rail connections
stretch across Western Canada and south to the United States, key border crossings, and major Canadian
ports.

Conclusions

Should British Columbia receive benefits from the Project, they must reflect the risks that the province
will face.

Port and industrial development in the Prince Rupert/Terrace/Kitimat Triangle would stimulate the
economy of the area and create jobs and opportunities far beyond the terminus of a pipeline.

The probable outcome involves a high concentration of industrial activities in an area so that industries
may enjoy both internal and external economies when clustered together.

Initial estimates indicate the Enbridge proposal, a liquefied natural gas industry, and the Kitimat/Prince
Rupert/Terrace triangle would result in a minimum of 3,525 new, well-paying jobs in the next ten years®.

British Columbia has many opportunities related to developing market access to the coast for both oil
and natural gas.

With any development, be it a pipeline or a road, there are risks. The Project presents numerous risks
from the public perspective. Yet it also has the ability to strengthen the economy.

The challenge is to ensure that the fiscal benefits to British Columbia are in proportion to the risk that
it will incur and that the principles and standards that the residents of British Columbia support are
achieved. To succeed, port and industrial development must continue to be supported by Federal
Government funding, maximum job creation must be realized for British Columbians, and discipline
must be demonstrated to prevent the flow of any excessive fiscal burden to the Province of British
Columbia, its communities, and its people.

5 Source:Wright Mansell Research Ltd., Public Interest Benefits of the Enbridge Morthern Gateway Pipeline Project, March 2010, included as
Appendix B of Enbridge Application, Volume 2: Economics, Commercial and Financing, www.northerngateway.ca/assets/pdf/applica-
tion/Master_Vol%202_Final _11May10.pdf and MEM internal analysis on LNG employment
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BRITISH
COLUMBIA

NEWS RELEASE

For Immediate Release Ministry of Envircnment
2012ENV0047-001074

July 23, 2012
British Columbia outlines requirements for heavy oil pipeline consideration

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:

* 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;

* 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;

* 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.
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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 Envircnment, 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 jeint plan of action with the federal government that
would include the following elements:

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

increased federal response capacity;

Full adoption of the Unified Command model;

Strengthened federal requirements on industry for the provision and placement of

marine response equipment and infrastructure;

* 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;

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

s 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 rescurces,” 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.”
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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.”

Four backgrounders follow.

Media Contact: Suntanu Dalal
Communications
Ministry of Environment
250 580-0759

Connect with the Province of B.C. at: www.gov.bc.ca/connect
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BACKGROUNDER 1

For Immediate Release Ministry of Environment
2012ENV0047-001074
July 23, 2012

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.

Media Contact: Suntanu Dalal
Communications
Ministry of Environment
250 580-0759
Connect with the Province of B.C. at: www.gov.bc.ca/connect

Page 144
GCP-2012-00160

144 of 147



BACKGROUNDER 2

For Immediate Release Ministry of Environment
2012ENV0047-001074
July 23, 2012

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 Calumbia’s economy and way of life. While land-based spills can be mitigated, they cannct be
completely aveided; they are a consequence of a modern economy.

Major resocurce 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 ¢il and gas industry) that pose the risk must be responsible for all related mitigaticn and
response costs.

Ministry of Envircnment 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:

¢ Anindustry-funded terrestrial spill response arganization.

¢ An enhanced provincial Environment Emergency Program.

e Natural resources damages assessment.

These changes would address some key issues facing B.C.’s land-based spill respense practice, including
new requirements for:
* 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.

Media Contact: Suntanu Dalal
Communications
Ministry of Environment
250 580-0759
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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 “accommedation,” which can include mitigation measures,
or even economic compensation. These legal requirements impact rescurce 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 sericusly.

B.C.'s approach is to work in parthership 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 Naticns 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 revenue-sharing 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 MclLeod Lake
Indian Band for the Mount Milligan Mine and the Tk'emllps 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 cther development in northeast B.C.

® 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
52.5 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.

Media Contact: Robin Platts
Communications Manager
Ministry of Aberiginal Relations and Reconciliation
250 387-1204 or 250 213-6451 (cell)
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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
$4 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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