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IIENVEIRlINOIICY problem™

“NOffshiore resolirces  offer potentially great but highly

IREEREINEconemICHENEfits in a highly volatile

MeKeHSeing -_ |

“Hli (andienlyAgrall precautionary: measures are taken
andiallNeaulaterysconstraints are respected,

i Producﬁz]on andienvironmental risks may not be

U] acr‘apir,abjy” C

' Thistisia standard risk/return problem, a standard
task In' project appraisal or investment decision. Why
IS It not simple? 3

* BC Offshore Hydrocarbon Development: Issues and Prospects. A Background
Report Prepared by the Maritime Awards Society of Canada (Douglas Johnston
and Erin Hildebrand, eds) October, 2000



notisimple because there is:

/jCeIgalIn) aroL ind the returns and
ENUISTI UGN O returns

- P/‘ fou0. Ursertainty around. the risks
and therdistribution of risk burdens

Wiaelavarying: perceptions of risks

- Unknownwisks of possibly irreversible
- IIMMpa ‘C
Together all these create another layer of

complexity in dealing with
environmental concerns
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Sheeistbutioniei#benefits is at issue —
JURSEICHERMEYWRESSNHIP and revenue-
Shicliilgeeblemsiraise fundamental
JUESHERS offalfess’ and justice,
partCUIENdyAWIth respect to First Nations
- hejdistrbutiont of benefits is also
diffliSE==they show up as wages for
- some, lower fuel bills for others,...
Other guestions of social risk arise —
development poses serious threat to

‘cultural sustainability’ for some In
remote communities, First Nations

|
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TRISKSENG retlimstare not aligned--the
A HaILINTOL risks will be very different
eI tENdIStiution of benefits
PETCEPONSION the magnitudes of these
FISKSAIIIRGITTer dré atiﬁ'ally from

L

StaiSWeal estimates

- Cumulative risks, possibly enduring or

- Irreversible; to food webs or ecosystem
Integrity will'be hard to estimate

The precautionary principle will be
iInvoked, but will be hard to apply




IENIORIEMINGT FiSk perceptions is
SHIGIBI=Werdon't reason well about risk
REIGEHENSIeIY/ke//iooad or frequency of
ISKSIEleNdistorted, but through
QISCUSSIORIMIGHE BE brought to
CONVERGE teward statistical estimates

pafeaoions magnitude of risks
NINGENON Many characteristics, differ
widely*among people, and can not
readily e brought into line with
guantitative estimates. (E.g., almost
ten times as many people die Iin traffic
accidents every year In the US as died
due to terrorist actions last month—but
the response Is not proportional)




2 OVelalyingfallNstthe gquestion of
gIGIEIRCHENYE] Climate warming,
JHEENNBUSENGES EMISSIoNS
IMErEaVeeEEniinternational
commitments to stabilize GHG
ConeERtrations 1N the atmosphere at
levelsfitiairdo not pose risk of
- dangerous conseguences for humans
As a first step toward that goal, the
Kyoto protocol established targets for

reductions of GHG—but impassable
Implementation problems remain



ANENIGYYRGVYEanging even issues of
gIGKAIREMESphENC risks, are rising
JEOPLIECAIRCORRICES and emerging
IMPEIRbVes or coptinental energy policy
(iSEHErENSineescaping the need to feed
therdSidemeand for fossil fuels, perhaps
Canadianstwould be safer feeding it
fromMIEre; than by supporting continued
US demands for unrestricted access to
supplies everywhere else in the world,
especially the Middle East

That I1s, perhaps BC will have to make
some unilateral sacrifices to reduce the
North American ecological footprint




SOMNNMENTEGIUmM-term, our provincial
JOVEIMMERESEEMS o face a choice
DEWVEEN b

POSSIIYAMESsive economic returns from
port of ol and gas

EXHEACTION ana ex|:
zlpje) .
a seeielf commitment to responsible
DENAVIGUIRIN moVing off fossil fuels and
~ hydrocarpon energy sources towards
alternative renewable energy

But then it Is unclear which way the
decision on the moratorium plays out



INENEXIStingRmoratoria on exploration
anEREEVEIopmEnRiMegan as a ploy in a
JUIISHICHOIE furﬁ‘“ hey were left in
placeNrelate 1980s as a result of

e et

seneem about il spills from tankers

 PURIIGEME ‘-,' IAtO’ environmental

-
to lift the provincial

morator um, even If accompanied by
complementary federal action, would
only be a first step in policy measures
to frame future private sector decisions



ROIFEN0OVEMMmEnt, this introduces an
NLEIESts mg gilemmea the appropriate
ShOICEB NS LI UMEnts in pursuing the
policy geal ofifa shift ‘off-oll” and
PrOMoteRIeFalternativ € energy sources

B L
- With therexisting moratorium in place, one
could pursue this pelicy goal through what is
~ essel tially the regulatory Instrument: simply
leave the moratorium on exploration and

development as It stands




S( the same goal
tielEhRecenomiIc I struments or
arket mechan]:srsb- Fiscal

RETONNE TaxiSt fr)ﬁ ‘
INtroducHen of Si hstantial carbon taxes;

JnrrJJ,chJJf'f Of trading systems which
permit of emissions rights, but
ly hlgh prices;

Introduction of very high royalties and
charges to ensure that the value of the
resource IS reflected in costs to firms
and revenues to public resource owners
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ISSUESIeIfrevenuessharing will raise the
JUESHERNVAEEAET all ewners (federal,
priovincialy bc,.f], and First Nations) are
regel\/JrJ the ¢ 1,),)er return to their
BWHENSHIp(AdE quate to offset risks
aSSUMEN)S } ic.Accord; Equalization

HIgn .)dJJc.. shargesi for the resource,

and high' naﬁ“es for its use as fuel

" may serve to divert the resource to
higher value uses Iin petrochemicals or
as resource Inputs into a hydrogen
economy (fuel cells and such like?)
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IEERECHIIMENGOVErNMeENnt stance could
250 ngrrJJrs development of the
eso,Jrc.a, putenly on a full-cost basis,
takinghitllyAmto account all social and
<f ]\/JJ’OI’]IIJ\JI}E&] costs and risks incurred
Py USErOIthE resource, as an energy
- source elFotherwise
(This free-market environmentalism
might find favour with many supporters
of the present government)




lIFSORENTIOal cCommitment to a clean
SHVienMEnRt anad a medium-term move
O elteIfIeive’ energy to support
massie reduction in GHG emissions will
meanrelVery highrcost track for offshore

- hydrocarbon development



HEncemoncallyithe decision problem
forsENRdUSHmay be more difficult
HIBNNHIAE for: thelgovernment.

N r\{ddlf) ell\A T there IS*@JII enforcement
o anerecempliance with all the

ecaut Jr el reﬁmatory measures

: 'cu ring best available technologies,
there , oe relatively little
(Insignificant, or acceptable) risk to
development of offshore resources



SUNENIENInancialfexposure and risk
lISTHEReNIT development with very
PHYNAGSIRENIghIy volatile markets, with
geVERIMENLSTINCcreasingly committed to
INCreasInuly  activist action on carbon
texesfend Jfk measures, may make the
ecessary investments very risky from a

- corporate [ spective




INNHEENDENHE basic tensions may be
ENVEERRNENPIOpoIents of rapid
deVEIBPImEnEmphasizing the large
EYYIEYEIEIECo/I0NIIC DENerts,

ang -

OPPOHERISAVNG see the development as
NreElCING fundamentally unacceptable
BUmMARYIPACts 0N a pristine natural
Ord —'as, mﬁélly or aesthetically,
Inappropriate human conduct:

#
‘the wrong way to use the oceans’

L



IeNRESEIVETthat dispute will demand
sonsulatronancideliberation, not
seliiiationianad (cost-benefit)
analysis.

ThelasIeissue Is one of value
Juagments
- Nc
“Seund Science”

& .

And It raises the question how long
one can delay decision while
walting for consensus to emerge




jore difficult, In
that It also asks

JU' our community of
f ho are ‘local’?

Wr jeTevera claim to be recognized?
' '\JJ ent communities?
“Vancouve Ipyards and suppliers?
B residents?

Canadian citizens?
All people, even outside North America?




AIONVhat IS new now is:
R he]gh'fteneé@} ern for sustainable
developmEnis(VitnraNiormal commitment set out
A tHENRIEMIEr'S mandate letter to Ministers);
Sihcreased advocacy. of a precautionary
approach;
A\Widespieadiexpectation of greater voice and
- morelnclusive participation; and
*insistence on synthesis of traditional and local
ecological knewledge with conventional science

All of these expectations are now entrenched In
the legislative and administrative marching
orders for governments and public servants



IusEierEnallyswhat isinew includes

s Ca'la;J e EnviteRmental Assessment
A(,r

ré JJméJ or j ]rs ations (e.g., Nisga’'a)
JoIETEView: | panels (e.g. Saple Island)

Judicial Jtiny (e.g. Tulsequah Chief)
And another whole layer of scrutiny
with the Commission on Environmental

Cooperation (e.g. BC Hydro factual
records re enforcement of Fisheries Act)



THENRIGEESSIDESIY T am report and the
felelo Jmmr\njruur of Northern

r )9\/9] opIeENt Commissioner Backhouse

have J’L)F Jamr ened community

Minister Neufeld announced a legislative
committee to design a process, and a
scientific panel to review the issues; It
remains to be seen what emerges



BEithicorperate bottom lines more
Steldyadigivnpaneipublic expectations
2190 scrupuJOLQFa:: tion to ecological
EgbyAanesustainanility: more
SHERG|Y ENtrenched, and new:
EQISIEERNNSIStINg on' synthesis of
tiaditionalfecological knowledge in
- projecidepphaisal; and government
COMMItMENTS to openness if not
participation,
v~

It IS perhaps unrealistic to expect oil or
gas to flow from below the waters off
British Columbia any time soon
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