










The Energy Sector in 1985
Provincial energy requirements
increased in 1985 by about four

Exports of electricity increased
b

per cent, primarily because of sK
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increased consumption of hog
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fuel and electricity.  The
of more expensive thermal-

demand for refined petroleum
fired generation in the U.S.
Pacific Northwest and

products declined. California.
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exports of natural gas to U.S.
from 1984  to 1985.  This drop

markets declined marginally
follows a decline of roughly the
same magnitude in the period

during the year.
Electrici

3
requirements in the

B.C. Hy ro  system increased
by seven per cent in 1985.

1983  to 1984  and reflects the
effect of continuing

conservation and substitution
of alternate energy forms.
Oil products provided about 33
per cent of the province’s total
energy needs in 1985.
However, only 25 per cent of
B.C.‘s  crude oil requirements
are supplied from within the
province. The deficit is made
u primarily throu h transfers
o Pcrude oil and re kned
petroleum products from
Alberta.





Highlights
Energy policy initiatives in 1985
focused on: 1) ma’or
modifications to tlle taxation
and pricing regimes of the oil
and gas industry through
federal/provincial agreements;
2) the full implementation of
British Columbia’s new gas
marketing and royalty system;
3) economic renewal through
the use of electricity price
discounts by the province to
attract new, large, industrial
power consumers.
The governments of Canada
and the oil-and-
provinces signefi

as-producing
two

comprehensive oil and natural
gas agreements designed to
assist the Canadian energy
industry.
The fist of these, known as the
Western Accord, instituted
total deregulation of Canadian
crude oil pricing and marketing

and removed most of the
regulations, taxes and fiscal
policies that had been imposed
on the petroleum industry
since introduction of the federal
National Energy Program in
1980.

The Western Accord was
followed by an Agreement on
Natural Gas Markets and
Prices, signed between Ottawa
and the roducing provinces. It
provide ifor a 1Zmonth
transition period from
government-administered
pricing to a market-sensitive

g
rice regime for natural gas in
0th the interprovincial and

export markets. The agreement
was designed to provide lower
prices for consumers and
improve market access for
producers b allowin  direct

2: %negotiation etween  uyers
and sellers. It also liberalized

export licence conditions, with
the proviso that export prices
must not be less than prices
paid by Canadians in adjacent
areas. Prices can be adjusted to
meet changing conditions.
This federal/provincial
agreement complemented
provincial initiatives embodied
in the Natural Gas Price Act,
which restructured the financial
and institutional framework of
the natural gas industry to
encourage corn  etitive and
aggressive marLtin~whi1~
maintaining reasona  le prices
for British Columbia
consumers. A key element of
the new arrangement was an
explicit royalty system
introduced at mid-year.
The Industrial Electricity Rate
Discount Act was also
in 1985. It provides for

passed

electricity rate discounts on



incremental consumption of
surplus hydroelectricity by
large industrial consumers. The
objectives of the Act are to
contribute to British Columbia’s
economic renewal as well as to
improve B.C. Hydro’s financial
position for the general benefit

:, of all B.C. Hydro customers. At
the end of 1985, eight industrial
customers had qualified to
receive rate discounts of up to
50 per cent on sales totalling
900 gigawatt hours.

As part of a broader program,
work was begun on developing
a British Columbia position on
ener

px
issues to be discussed

with t e federal government in
its reparation for Canada/US.
t r axe negotiations. Improved
access to U.S. markets for
electricity, natural gas, refined
petroleum products and
petrochemicals was identified
as a desirable objective.

Initiatives to promote natural
gas sales were continued
throughout the year. A
submission on surplus gas
availability was presented to
the California Energy
Commission hearing into
future gas requirements
including potential use for
enhanced oil recovery.  The
province intervened m the Gas
Surplus Determination
Procedures phase of the
National Energy Board’s
Natural Gas Export Omnibus
Hearing and commenced a
review of its own provincial gas
surplus determination
procedures. Intervention was
made in collaboration with the
British Columbia Petroleum
Corporation (BCPC) to the US.
Federal Energy Regulatory
Commission regarding
discriminatory provisions of the

intervention was made to the
National Energy Board
;g$gh=J;c;  ‘b;’
Westcoast Transmission
Company’s pipeline, in order
to reduce financial risk to the
province through BCPC
commitments.  Discussions
continued throughout the year
with the government of Canada
on funding of the proposed
Vancouver Island Natural Gas
Pipeline.
Westcoast Transmission’s
natural gas liquids “straddle
plant” at Taylor went ,into
operation in 1985, removing
saleable propane and butane
from the gas before it is
pipelined to market.













Highlights
A major landmark of 1985 was
the signing, in July, of a five-
year, $10 million Mineral
Development Agreement
(MDA) as a subsidiary
agreement to the Canada-
British Columbia Economic and
Regional Development
Agreement. The MDA provides
funding for Ministry geological
surveys and investigations
designed to provide basic
geological information to assist
private sector exploration. It
also makes available funds for
market, technical and
infrastructure planning studies
to be cost-shared with the
private sector.
In addition, the provincial
government was able to
provide direct assistance to
mining companies with
immediate development
prospects. A loan agreement
negotiated with Serem  Inc. will
provide up to $4.5 million for
the construction of a $9 million
access road to the Lawyers
project in the Toodoggone area,
with construction expected to
commence in 1986. This road is
expected to stimulate other
new mine  developments in the
area. The Ministry also entered
into a $700,000 infrastructure
planning agreement with Gulf
Resources to facilitate
development of the 1.5~million-

tonnes-per-year Mount
KIappan  anthracite project in
northwestern British Columbia.
These and nine other proposed
mine developments or
expansions were reviewed
under the Mine Development
Review Process, designed to
expedite development of
sound, publicly acceptable
mine developments.
The Geology Branch, with
MDA assistance, was able to
significantly increase its 1985
geochemical and geological
field survey program,
producing an expanded series
of reports for various
publications and presentations.
The timely production of these
reports helped to stimulate
interest in exploration.
In late 1985, the Branch opened
an office in Vancouver
designed to provide increased
service to the mining public
centred  in that city. In addition,
a new coal section was created
to consolidate the delivery of
geological research and data.
The Inspection and
Engineering Branch completed
a major management
reorganization during 1985 in
order to streamline its
operations. More than 2,000
inspections of mining,

quarrying, placer operations,
developing mines and
exploration properties were
carried out. A major review of
the Mines Act and its
Regulations was begun in 1985
while work continued on
improving Mine Reclamation
Guidelines. In addition, the
Branch sponsored a
mechanical/electrical
symposium to increase
understanding of the latest
developments in mining
technology.
Also during the year, the
legislature approved
amendments to the Coal Act
designed to streamline tenure
administration and eliminate
statutory work requirements in
favour  of increased rentals.
This move will relieve coal
companies of burdensome and
unproductive work
requirements while increasing
government revenues. The
program to computerize
Mineral Titles  records and
reference maps achieved a
milestone in 1985 with the
production of the first
computerized claims map.
When the system is completed
in 1987, British Columbia will
operate Canada’s most efficient
claims administration system.









Highlights
The Petroleum Resources
Division had a particularly
active year in 1985. Drilling
activity increased, with 21 rigs
operating at year’s end
compared to 15 at the end of
1984. Special well requirements
were put into effect to ensure
safe operation where hydrogen
sulphide-bearing sour gas may
be encountered. These
measures were based on the
experience in Alberta resulting
from the Lodgepole blowout.
Also, infill  drilling and
waterflood expansion in
established oilfields required
extensive engineering and
geological support beyond
routine requirements.
Several steps were taken to
encourage accelerated oil
exploration and oilfield
development. Drilling
incentives were provided
through an oil royalty holiday
and through changes in the
requirements for well spacing
and other regulations.
The province’s restructured
natural gas marketing system,
put into effect in 1985, provided
a fundamentally new basis for
marketing gas, handling and
allocating transmission costs,
and the collection of provincial
revenues. This new royalty-
based system, together with

the federal-provincial
agreements of the Western
Accord, ushered in an era of
deregulation, with incentives
for industry to develop and
serve new markets. The
implementation of the new
system and the accompanying
consultation with industry was
a focus of much Division effort
during the year.
The Petroleum Titles records
system was fully computerized
by the end of the year and most
of the existing records were put
into the new system. Initial
steps were taken to upgrade
computer systems for recording
petroleum reserves and
production data. Progressive
automation of engineering and
geological data will proceed, to
assist both Ministry and
industry requirements.
The Division also provided
support for the provincial claim
to the Inland Marine Zone (the
seabed inland from the
Territorial Sea) in preparation
for renewed exploration off the
west coast. British Columbia
holds that the long-standing
offshore resources question on
the west coast can best be dealt
with by confirmation of the
boundaries of the province to
include the bed of the

provincial inland waters such
as Hecate Strait, Queen
Charlotte Sound and Dixon
Entrance with extension of the
boundary of the province to
include the bed of the 1Zmile
territorial sea.

Preparation for exploration off
the coast of British Columbia
was carried out through an
extensive public review of
environmental requirements.
The review panel, established
under federal-provincial
agreement, was to recommend
terms and conditions for
renewed exploration. Chevron
Canada was designated to
provide technical information
to the review process and
presented offshore exploration
plans. The report from the
review panel was expected
early in 1986.

The volume of petroleum
production decreased while
natural gas production
increased moderately in 1985.
Total value of oil and gas
production during the year was
$1.02 biilion.
Direct revenues to the province
from petroleum and natural gas
in 1985 totalled
$306 million.
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Highlights
Revenue collections by the
Ministry in 1985/86 declined by
19 per cent to $327.4 million
from the $407.6 million
collected in 19W85. The
primary reason for this decline
was the softness in volumes
and price in the U.S. export
market. Petroleum royalties
also dropped as the result of
severely reduced world oil
prices. However, the sale of
drilling  rights showed an
increase in 1985 to $88 million,
up $26 million from the
previous year.
In 1985, the Finance and
Administration Division
completed a review of
information systems, studied
the impact of computer

technology on the workplace
environment, and continued to
implement its program  of
automation and
computerization. This included
installation of new systems in
the Charlie Lake field office.
The Ministry become the first
government body in British
Columbia to receive federal
permission for field
programming of synthesized
portable radio telephones. As
well, an Emergency Radiotel
Agreement was reached with
another major user of field
communication systems, the
Ministry of Forests. The
feasibility of entering into an

agreement with the Mini&y  of
Environment for a cooperative
field check-in system was
under study, as was the
possible use of Emergency
Position-Indicating Radio
Beacon (EPIRB) equipment.
Staff development programs
focused on key Ministry needs,
such as computer and financial
training and professional
development. The self-
development course Taking
Charge of Your Career, offered to
women of the Ministry,
attracted 60 participants during
the year.
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