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Canada and Newfoundland: partners ln ohl and gas management

Pime Minister Bian Mulroney and Newfound-
land Premier Brian Peckford signed a long-
term agreement on February il that gives
the federal and provincial govemments a joint
SaY over offshore oul and gas management.

Announcing the agreement Mr. Mulroney
said that the governments "have con-
Cluded an agreement that makes the pro-
vince a full and equal partner in its own
Offshore development".

Mr. Peckford called the signing an historic
day for the people of Newfoundland and
Labrador noting that "they will be treated as
an equal partner in offshore development
anld wilI be in a position to establish and
collect revenues in the same way as other
ail and gas producing provinces of Canada".

The accord was also signed by federal
En1ergy Minister Pat Carney, Newfoundland
ïEnergy Minister William Marshail and federal
Justice Minister John Crosbie.

The 68-clause agreement, called the
I Alantic Accord, implements the agreement-

'fl-Principle of joint-management and revenue
sharing associated with offshore oul and
g as resources, reached between the two

laesin June 1984.

4sw board establlshed
i he accord establishes the Canada-
- Nwfounidland Offshore Petroleum Board to

admninister al aspects of offshore explora-
t tiOfl and development. The board wilI assume

vthe funictions and operations of Canada 0Ou
it Md Gas Lands Administration (COGLA) and

ilthe Newfoundland and Labrador Petroleum
e Directorate (NLPD) for the Newfoundland
il and Labrador offshore areas.
o Each government will appoint three
3; flembers to the board and the chairman

o ýiiII be independent and appointed by
bOth govemments.

le Major decisions made by the board will
el requjre the approval of both governiments.
01 Jntil national energy self-sufficiency and
95 e8 C-urity of supply have been reached, how-
01 %ler, or if self -sufficiency and security 0f
no auPPIy have been Iost, the federal minister
4u Of energy will have the final say over the
,gi' Pace and mode of exploration and the pace

wi o Production.
jic The agreement allows Newfoundland to
ac' decide how an offshore field would be deve-
g1 lOPed, includlng the choice of a production
owl %Ytem. Newfoundland's cholce of a mode

gi f developmirent, however, would be subject

1 a 10 a federai override if it "unreasonably
ecurity of supply".

If the two governments disagree over

what constitutes an unreasonable delay, or
over whether self-sufficiency and security
of supply have been reached, the dispute
would be settled by a three-member arbitra-
tion panel, comprising a nominee of eacrh
government and a mutually agreed-upon
chalrman. If the nominees falit to agree on a
chairman, the selection would be made by
the chief justice of Newfoundland.

The agreement gives Newfoundland au-
thority to collect revenue from offshore oul
and gas activity, including royalties, cor-
porate income tax, sales tax, rentals and
licence fees and other forms of provincial
revenue and taxes that may be established.

Prime Minister Brian Mulroney (left) and
Newfoundland Premier Brian Peck tord
holding the energy pact that gives the féderal
and provincial governments a joint say over
offshore ail and gas management.

An equalization offset payment formula
has been developed to ensure that there will
not be a dollar-for-dollar Ioss of equalization
payments as a resuit of offshore revenues.
Beginning in the first year of production
Newfoundland will receive offset payments
from the federal govemment equal to 90 per
cent of a year's reduction in equalization
paymrents. Beginning in the fifth year of pro-
duction, the offset rate will be reduced by
10 per cent for each subsequent year.

Joint fundlng
A joint offshore developmient fund 0f $300
million, to be grant-financed by the two
govemments In a ratio of 75 per cent federal,
25 per cent provincial, is to be establlhed to

enable the province to develop the necessary
infrastructure to meet the demands of oil and
gas development. Contributions to the fund
wilI be made over a five-year period on the
basis of project requirements.

Mr. Peckford said the fund wiIl be used to
create economic activity by building roads,
supply bases, and training and manufacturing
facilities needed for offshore development.

Offshore actlvlty
Exploration for oul and gas in the New-
foundland and Labrador offshore region
began in 1984 and in 1979 the first major
oil discovery was made at Hibernia P-i 15.
The Hibernia field is located 165 nautical
miles (306 kilometers) east-southeast off-
shore St. John's. Hibernia P-1 5, the forty-
second well drilled on the Grand Banks, had
a calculated flow rate of 20 000 barrels of
high quality oul a day.

Since the Hibernia discovery, 17 new
wildcat wells have been drilled on the
Grand Banks, nine of which have produced'
significant discoverles.

A total of 45 exploration agreements are
in effect in the Newfoundland and Labrador
region, covering a total area 0f 26 million
hectares. These exploration agreements
include commitmnents to drill a total of
53 wells and represent a total program value
of $2.8 billion for the perioid 1982-90.

Part of the reason for this activity is that
the sedimentary belt covering 80 per cent of
the area offshore the province is of the samne
type that contains 86 per cent of the world's
known oil and 71 per cent of the world's
known gas.

Water protection pact

The Quebec provincial govemment and eight
US states signed the Great Lakes Charter,
a "good faith agreement" to work to protect
agalnst the excessive consumrption or diver-
sion of water from the Great Lakes.

The charter cells for: the establishmenlt
of a committee to compile data on major uses
of water In the Great Lakes basin; efforts to
passi legisiation in each state and province
to control new or increased withdrawal of
water from the lakes; and regional consulta-
tion whenever a major new Withdrawal of
water in the jurisdlction of a state or pro-
vince is contemplated.

Peter McAvoy, who headed the task force
that prepared the charter for the Counci of
Great Lakes Govemors, sald projections
show consumrption of water from the Great
Lakes doubling by the year 20 00. The Great
Lakes hold 20 per cent of the world's fresh
water, an estlmated 23 quadrillion litres.
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