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LEGISLATIVE ASSEMBLY OF ALBERTA 

Title: Tuesday, March 24, 1987 8:00 p.m. 

Date: 87/03/24 

[The Committee of Supply met at 8 p.m.] 

head: COMMITTEE OF SUPPLY 

[Mr. Gogo in the Chair] 
MR. CHAIRMAN: The committee will be considering tonight, 
as its first order of business as designated by the Government 
House Leader, the Department of Energy, and the minister, the 
Hon. Neil Webber. 

Before we proceed, the hon. Minister of the Environment 
and Member for Barrhead has requested that we revert to Intro
duction of Special Guests. Would the committee agree? 

HON. MEMBERS: Agreed. 

head: INTRODUCTION OF SPECIAL GUESTS 

MR. KOWALSKI: Thank you very much, Mr. Chairman. To 
you and to all members of the House, it is indeed my pleasure 
tonight to introduce to you 34 members of the Onoway and dis
trict Chamber of Commerce. For hon. members who may not 
know, Onoway is a very pretty and aggressive little village 
that's located within 40 miles of the city of Edmonton, and a 
very progressive community as well. With the delegation from 
the Onoway and district community Chamber of Commerce is 
Mayor Ed Miller, school board member Hazel Bourke, Coun
cillor Clifford Breitkreuz, and President Roy Nerdahl. I wonder 
if I might ask the group to rise and receive the warm welcome of 
the House. 

I wonder, Mr. Chairman, as well if I might just ask . . . I 
know that we have a large number of guests in the members' 
gallery tonight. Perhaps it would not be too much to ask if the 
Chairman of the committee might just briefly explain to our 
guests what the process and the procedure is that we are under
going at this point in time. 

head: COMMITTEE OF SUPPLY 
(continued) 

MR. CHAIRMAN: Well, if hon. members don't mind the 
holdup of the committee for about 60 seconds, the Committee of 
Supply deals with all matters related to the expenditures of a 
government which must be approved by the Legislative Assem
bly of Alberta. Only a minister of the Crown, following a mes
sage from Her Honour the Honourable the Lieutenant Governor, 
presented by the president of the Treasury Board, can present to 
the House any estimates for expenditure. Members of this As
sembly may amend those votes, but under no circumstances may 
they increase the size of the requested amount. 

Historically the King, as most people would know, appointed 
a Speaker who attended the House and dealt with various mat
ters. He was viewed to be a representative of the King, and he 
could deal with all matters of law but not matters of money. So 
the Commons members elected from amongst themselves the 
Chairman of the Committee of Supply, which is represented by 
the Chair tonight, and that way the messages did not get back to 
the King except in the proper fashion. Perhaps history will 

show us that the Chairman of Committees never ever in history 
lost his head -- to date. 

Department of Energy 

MR. CHAIRMAN: Hon. minister, would you care to make 
opening comments to the Committee of Supply? 

DR. WEBBER: Thank you, Mr. Chairman. First of all, I would 
like to indicate that it is a great pleasure to be involved in the 
estimates process and look forward to hearing hon. members 
make their remarks with regard to the 1987-88 estimates for the 
Department of Energy. 

As all hon. members know, 1986 has been a rough year in 
the oil and gas industry in this province, and tonight I would like 
to thank personally my staff in the department for the tremen
dous work they have done in the past year. It's not been easy 
for them. They've worked hard and they've done an excellent 
job. For a moment this evening I thought, "Those are my staff 
up there in the gallery." Thank heavens, they are visitors from 
Onoway rather than departmental staff. I'm looking around to 
see if I can see anybody at all from my department. [interjec
tions] But I think they are hidden up there somewhere. 

Well, Mr. Chairman, as I indicated, 1986 was a difficult year 
for the oil and gas industry in this province in terms of reduced 
cash flow, reduced investment in the industry, loss of jobs. 
From 25,000 direct jobs up to 50,000 direct and indirect jobs 
were lost in 1986. And that didn't just affect Alberta; it affected 
jobs right across the country into central Canada and the 
maritimes as well. 

In this province we saw, in terms of drilling activity, well 
completions down 45 percent from 1985. That figure would 
have been lower if it hadn't been for the significant activity that 
occurred in the first quarter of 1986 with the PIP grants that 
were available and companies trying to get the benefit of those 
grants before the end of the first quarter. Then with the low 
prices that resulted in the world market during the first quarter, 
we saw activity fall to record levels in this province. However, 
towards the end of 1986, in response to the incentive programs 
that we had announced and in response to the royalty reductions 
and the royalty holidays and the royalty tax credit system that's 
a primary benefit to the small producers in this province, we 
saw activity increase significantly beyond the level that we ex
pected, to the point of almost 400 rigs drilling by the end of the 
year to get the benefits of these different programs. Because the 
incentive programs ended at the end of December, we saw activ
ity fall off significantly in the new year. Since the beginning of 
1987, however, there has been a slow increase up until this past 
week, when we see the numbers declining again. Part of that 
may be in anticipation of what might be coming from the federal 
government, if anything, in the near future. 

However, Mr. Chairman, I think the hon. members should 
know that in spite of the gloom and doom that we hear in some 
parts of the industry and some parts of the public in this 
province, the oil and gas industry here is recognized throughout 
North America as a place where investment in the oil and gas 
industry is . . . You get the best returns here. In other words, 
Alberta is the most attractive place in North America for invest
ment in oil and gas today. During my January visit to invest
ment houses and to New York and Boston, everywhere we went 
they indicated that in North America, with the lower finding 
costs in this province and the fiscal regime we have in place to
day and with prices stabilizing, this is a place where it's best to 
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invest your money in oil and gas in North America. In fact, we 
see a number of U.S. companies moving their U.S. investments 
money or portions of them from the United States up into 
Alberta. 

Mr. Chairman, the odd member in this House -- not neces
sarily being strange, but there have been some members in this 
House that have indicated that the moneys this province has put 
into helping the oil and gas industry have been costs to the peo
ple of this province, have been wasted money. That is entirely 
wrong. It is an investment into the important industry in this 
province, and when we see the significant discovery in Caroline 
this spring, a record find in the last 10 to 20 years, we can see 
that in the future when the gas from this particular field is 
developed, the financial returns to the people of Alberta will be 
significant. Returns in terms of a financial royalty return to the 
province -- and of course we had jobs that were created through 
the incentive programs as well. 

With regard to incentives, Mr. Chairman, I want to comment 
briefly on the Alberta royalty tax credit program. This is a pro
gram that we put in place a few years ago. It is now up to a 
maximum of $3 million with 95 percent credit so that small 
companies, if they have royalties accumulating up to that 
amount, would have to pay only 5 percent of those royalties as 
opposed to the whole works. This is very significant to the 
smaller companies. We've seen representations being made by 
some of the larger companies in Alberta that this royalty tax 
credit program should be removed. Well, if we removed that 
program, we would see the demise of many of the small oil and 
gas companies in this province, and we do not intend to remove 
that program. It's at the 95 percent level, up to $3 million until 
the end of 1987. We will then have to see which would be the 
most appropriate level for 1988 -- probably to revert to the 75 
percent level. Whether it be at $3 million or $2 million, that's a 
decision that will be made down the road. So, Mr. Chairman, 
with the different incentives and for the different reasons I've 
mentioned, we expect that drilling activity will increase and 
strengthen in this province throughout 1987. 

With respect to international oil markets, Mr. Chairman, I 
want to comment that we are in a position in Alberta and in this 
country where we are so influenced by external forces. Primar
ily the world price situation is determined by a small group of 
nations making up OPEC. The countries that belonged to OPEC 
over a period of years lost a significant share of the world 
market. With the higher prices and new production coming on, 
they went from something like 60, 65 percent of the world mar
ket down to around 30 percent. So it was an objective of OPEC 
to gain a larger share of the world market, and we all saw what 
happened when they tried to do that. Prices dropped when they 
increased their production -- increased production to the level 
where prices dropped below where they even had expected the 
prices would drop. At the end of 1986 they shifted their strategy 
to try to regain price and set up production targets or quotas. In 
fact, they set a quota at their last meeting of around 15.8 million 
barrels per day. 

We have seen prices firming up recently, the $18 to $19 
level, primarily because of the confidence that the world is hav
ing in OPEC being able to meet their production quotas. In fact, 
during the current month they are averaging about 14 million 
barrels per day as opposed to the maximum of 15.8 million bar
rels per day. Part of that is because of pipeline problems in two 
countries, Iraq and Ecuador, because of a landslide and an 
earthquake, which is keeping some 1.2 to 1.3 million barrels of 
oil per day off the market. So we see the result of firming prices 

around the $18, $19 level, with some fluctuation, but we expect 
a less volatile market than in 1986. I personally expect that 
we'll see $20 oil before the end of 1987 and maybe slightly 
higher. 

Mr. Chairman, the one thing that could dramatically change 
the scene, of course, is the Iran/Iraq war, and we don't know 
what's going to happen there. Some were predicting that there 
would be an Iranian victory last fall -- a terrible war with over a 
million people having died in the last number of years, but there 
are probably more thinking now than not that that war will con
tinue on for some time into the future. If there is an Iranian vic
tory, many predict that prices could go up significantly from 
where they are now. 

I'd like to comment briefly, Mr. Chairman, on security of 
supply. It's a term that we've used and we hear bandied about 
without it really being precisely defined. What we mean by se
curity of supply is that we want to see in this country oil projects 
being brought on stream to help meet our future needs, without 
being specific as to what percentage of our future supply should 
be from this country and what should be imported from abroad. 
During 1986 imports increased 30 percent for primarily light 
crude imports into Canada, and we are very close to the point 
where we're becoming a net importer of oil as opposed to a net 
exporter of oil in this country. If we maintain our current levels 
of production, by the year 2005 we will be importing some 60 
percent of our needs in this country. 

Mr. Chairman, I see an opportunity for us in Canada to de
velop our oil reserves, and I think it's important that we see if 
we can bring these projects in place not at the timing of the 
international oil companies or the major oil companies but the 
timing when the governments of Canada want these projects 
brought into place. Because if we leave the decision to industry 
to invest their money on the basis of what the prices might be, it 
could be some time before we see significant investment, in oil 
sands development in particular. And I think governments have 
to look at this in a different perspective than the major com
panies. They certainly have their secure supply or attempt to 
have a secure supply where their oil would move into central 
Canada from the west or offshore from the North Sea. But as a 
nation, if we don't have these projects come on stream relatively 
soon, we will be hit dramatically with respect to loss of jobs, our 
trade balance will diminish significantly as it has in the past 
year, and certainly regional disparities will continue to grow. 

Our January 30 meeting in Ottawa of the federal minister of 
energy and provincial ministers of energy was centred around 
the idea of how we can have these projects develop sooner than 
the industry themselves may bring them on stream. So we es
tablished a working group. We were looking at options, and we 
expect recommendations to come from the working group to 
ministers by July 1. However, having said that, it was made 
very clear at that meeting that individual provinces in their ne
gotiations with the federal government would not cease those 
negotiations but would continue to try to get federal government 
support to have projects continue. Of course, in this province 
we want to see development of oil sands and heavy oil projects 
and upgraders, and in our throne speech in fact invited proposals 
from the industry, for the industry to bring those proposals to us 
for us to assess and to see how governments can co-operate to 
have these projects develop. 

While mentioning oil sands, Mr. Chairman, I think it's im
portant to note that 1986 was a very successful year for 
Syncrude and Suncor in terms of increasing their efficiencies 
and increasing their production. Syncrude, for example, re
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duced their operating costs to about $11 a barrel U.S. from a 
significantly higher level that is, for basic operating costs --
and you take depreciation and capital costs into account and add 
another $6 to that, so about $17 Canadian. And with world 
prices today up around $23 Canadian, I think we'll see that 
Syncrude will probably be able to make a profit in 1987 rather 
than a loss as they did in 1986, although it was not a very large 
loss. So I think they deserve a great deal of credit, both 
Syncrude and Suncor, for increasing the efficiencies of their 
operations. And of course the provincial government came 
through in assisting Syncrude to enable them to continue with 
their capital addition project, by the Alberta government assur
ing them that should world prices fall below $15 U.S. and they 
require funding for that project, we would provide them with a 
loan at market interest rates. 

I think it's important to also note, Mr. Chairman, that during 
the last six months particularly we have made many, many ap
proaches to the federal government to assist the industry, 
whether it was a request to co-operate with Alberta in the 
Syncrude proposal or some of the other proposals we put before 
the federal government, such as the earned depletion allowance 
with flow-through shares which had significant support from 
western Canadian MPs, the industry, and the government. And 
we've continued to press the federal government for additional 
measures to help the oil and gas industry. If we can get some 
significant help from the federal government in the near future, 
it will certainly mean a shot in the arm to the industry and to the 
economy of this province, and I hope we see that come about. 

Mr. Chairman, there are a couple of other things I'd like to 
mention on the oil side before touching on natural gas, one be
ing that we have had in this province a prorationing system for 
companies to move their gas through the Interprovincial Pipe 
Line system. This rationing system was put in place so that the 
smaller companies could market a portion of their oil down the 
pipeline and not have the larger companies dominant in terms of 
moving their oil down those pipelines. That system has been in 
place since about 1950. However, the Interprovincial Pipe Line 
system has been upgraded and there's a significant increase in 
the volume of oil that can move through that pipeline, so the 
Energy Resources Conservation Board recently announced a 
modification of the prorationing system going to a more 
market-oriented approach so that the producers contract their 
production, but the safeguard that was in place was that all pro
ducers would be able to produce up to minimum volumes. If in 
fact we see the new system is not working, we have an industry 
committee in place to review any complaints from the producers 
and we could easily revert back to the original prorationing 
system. 

We have a significant increase in the amount of heavy oil 
that's moving through that pipeline, and of course heavy oil 
moves through the pipeline at a much slower rate than our light 
and medium crudes. With the increase in production of heavy 
oil and even with the increased capacity of the Interprovincial 
Pipe Line, we will still probably see some shut-in gas in the fu
ture, although there will be further improvements to the system 
to increase the capacity. 

Mr. Chairman, I'd like to spend a few minutes on natural gas 
and deregulation. As you know, marketing of natural gas is re
ally into a North American market, so the prices are more of a 
North American determined price as opposed to the oil situation, 
which are world determined prices. And we've seen for many 
years the surplus of gas in the United States, and we've had 
many different kinds of predictions as to when that surplus 

would disappear. Reference is often made to the gas bubble 
that's in the United States and when that bubble will burst. Be
ing a very mild winter in North America, that bubble didn't 
burst this winter, and some are expecting that we could very 
well be looking at significant increased markets for our gas by 
the end of next winter, and some are predicting somewhat later. 
But to be sure, the U.S. is going to be needing our gas in the 
future. So one of the reasons for deregulation was that we 
wanted to have access into that U.S. market. You all know the 
history of deregulation up to this point, with the Western Accord 
being signed between three western provinces and the federal 
government and the natural gas pricing agreement; the October 
1, 1985, first interim year for deregulation and then so-called 
full deregulation October 31 or November 1, 1986. 

Nobody expected it would be easy to go through this process 
of deregulation given that there are so many different groups 
that are involved in marketing and the selling of gas. There still 
are a lot of barriers to complete deregulation. But the most un
fortunate aspect of it was that world prices fell after we had 
made the decision to proceed with deregulation, and of course 
most people did not expect world prices would fall to the level 
they did. However, one of the blessings of the lower prices is 
that eastern Canada, seeing cheaper prices -- it made it easier to 
get at least some of the barriers removed because of the lower 
prices to the consumers. But gas prices have fallen, and it is a 
concern to us as to the level to which they are falling. 

In the process of deregulation we were looking at two kinds 
of markets. There was the core market: the residential, com
mercial, light industrial market. This would be gas supplied to 
people who would not be able to contract their own supplies for 
the future and should have the protection of a surplus test and 
long-term contracts. Then there is another market, the industrial 
market, where there is competition with fuel oil, electricity, and 
other forms of energy, and we've seen a significant lower price 
into that particular market. But, Mr. Chairman, if it hadn't been 
for deregulation, we would have lost a lot of volumes and a lot 
of sales into that industrial market with the lower price for fuel 
oil. So one of the blessings of deregulation is the ability of our 
producers to compete in that competitive market. In doing so 
we were able to, into eastern Canada, maintain volumes just a 
little bit higher then they were in 1985. 

The main concern with the deregulation into central Canada 
and into Manitoba, Mr. Chairman, is the interference of other 
governments to deregulation. We agreed that market forces --
the ability of producers to enter into contracts with buyers to 
market their gas was the objective that we had in mind. And we 
see today the Ontario Energy Board, the Manitoba Public 
Utilities Board, making decisions supposedly backed by their 
governments -- and I know in the Manitoba case, initiated by the 
government of Manitoba to try to drive the core market prices 
down to the industrial market prices. 

Mr. Chairman, if the core market people are going to be as
sured of long-term supplies, they need the protection, but at the 
same time, long-term contracts should also be in place and they 
should pay the price for that. We've seen government interfer
ence into trying to lower the prices. This is not deregulation. 
It's not market forces in place. It's other governments trying to 
set the prices. We'd just as well revert to our Alberta border 
price as to let these other governments determine the prices in 
this province if this is the way it's going to end up. We don't 
think it will end up that way. We think we can remove these 
barriers, and we'll see very shortly. In fact, we will be seeing 
very, very quickly the Energy Resources Conservation Board in 
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this province coming out with their surplus test determination 
very soon. We expected to see a lowering of the surplus test 
requirements, not only by the ERCB but by the National Energy 
Board when they have their hearings beginning in April. 

We also can protect our residents in this province, as well as 
Canadians, by the removal process, because there are clauses in 
our removal permits -- be it outside of Alberta or outside of 
Canada -- that in emergency situations Albertans and Canadians 
have first access to the gas. 

Mr. Chairman, there are a number of options we are looking 
at at the present time should we be unsuccessful in dealing with 
other governments in their interference in the marketplace. For 
example, if the Manitoba government wants to put in place a 
Crown brokerage agency to buy their gas, then one option we 
have is that they'll only be able to buy their gas from our A l 
berta Petroleum Marketing Commission. So if they want to 
interfere in the marketplace, we can counter that by forcing 
them to buy their gas through the Alberta Petroleum Marketing 
Commiss ion . [interjections] We see the leader of the NDP 
here, who seems to be advocating the interventionist moves of 
his brothers and sisters in the province of Manitoba. 

Mr. Chairman, those are the comments I wanted to make on 
the oil and gas side. Finally, on coal, just briefly, our concern is 
that we want to get greater volumes of our coal into the Ontario 
market in this country. Most of us know the history behind the 
attempts to increase our market share. Ontario Hydro is taking 
less and less volumes of coal primarily from the United States 
and is maintaining their share, the same volumes, from Alberta 
and western Canada. But after 1992 there's a window of oppor
tunity to increase our markets there, so we've seen action at of
ficial levels, at the ministerial level and also with the Premiers 
of Alberta and Ontario and the Deputy Prime Minister of this 
country as well as the Premiers of Saskatchewan and British 
Columbia, working to see how we can enhance our markets for 
coal into central Canada. I think a great deal of research needs 
to be done in trying to lower transportation costs as well as im
proving the quality, improving the Btu value of our coal, and so 
we will be working on that. 

So, Mr. Chairman, having made some comments on oil, gas, 
and coal, I look forward to helpful suggestions from hon. mem
bers in the House, 

MR. CHAIRMAN: Thank you. Minister, the Chair would ap
preciate some guidance in that there are seven votes within your 
department, beginning on page 143. Would you entertain ques
tions and comments relative to all votes and then respond as you 
see fit? Would that be satisfactory? 

DR. WEBBER: Yes, sir. 

MR. CHAIRMAN: Hon. members, the legislative authority for 
the votes begins on page 146, facing each vote. As members 
know, section 62 of Standing Orders limits speaking time to 30 
minutes. 

We will begin then with the hon. Member for Calgary Forest 
Lawn. 

MR. PASHAK: Thank you very much, Mr. Chairman. I'd just 
like to begin by saying that I'm pleased the minister has recog
nized just how important security of supply is. We recognize 
that as well. We just hope that the minister is going to be able 
to convince his fellow Tories in Ottawa that they should get be
hind some of these big projects in the tar sands and the Husky 

oil upgraders. 
The first question I'd like to put to the minister is somewhat 

of a general, perhaps theoretical question, but just in terms of 
framing energy policies, which group does the minister give 
primacy to? Does he take into account primarily the needs of 
the oil companies themselves and their employers and their 
wishes? Does he take a look at Alberta's oil and gas resources 
from the point of view of those people in the province who con
sume those resources, the person that heats his home with natu
ral gas or drives his car with oil that's found here in Alberta? 
Or does he take a deeper look and look at those people who own 
the oil and gas resources in this province, primarily the people 
themselves? 

And why that question is important -- perhaps I could just 
give a little example from the gas side of it. In terms of framing 
gas policies, are we going to give in to the big oil companies 
that would like to see us export high volumes of gas into the 
U.S. market at what I would consider to be ridiculously low oil 
prices? Or are we going to try to protect some of that gas for 
future needs, not just of Albertans but of Canadians? Are we 
going to try to protect ourselves so that we have gas to heat our 
homes, gas that will fuel our industries, and gas that we can 
make petrochemical byproducts out of? 

In looking at these issues, it's clear that at the moment the 
integrated companies are doing extremely well. And I could 
just quote some figures that I've taken from the Daily Oil Bul
letin. When you look at Imperial Oil's profits from their 
downstream operations, from their products division, last year 
they made profits of $174 million. That was a 70 percent in
crease over 1985, which was their highest level of profit-taking 
since 1981. The same situation is true for Suncor. Their profits 
are up to $27 million from $11 million in 1985, and that too is 
their strongest showing since 1981. Texaco product earnings 
increased to $73 million from $39 million. And even Petro-
Canada, which was told by the hon. Carney to act as any other 
multinational corporation, reported a 20 percent jump in profits 
to $123 million for 1986, So it seems that all Canadians and the 
shareholders of multinational corporations are deriving some 
major benefit from the oil and gas that essentially belongs to all 
of the people of the province of Alberta. 

At the same time that we're doing that, it's pretty clear that 
we're providing huge incentives and tax royalties to the oil in
dustry. Last year we made available in direct incentive grants 
some $400 million. The Premier himself on numerous occa
sions in this Legislature has stated that we made the equivalent 
of $2 billion available to the industry last year. Now partly 
that's made up through the $400 million incentive programs, 
possibly half a billion dollars worth of Alberta royalty tax credit 
refunds, and maybe another billion dollars in royalty forgive
ness. I'm not exactly sure how that $2 billion is arrived at, but 
approximately it would be in that order. 

I'd like to also point out something else. Just because we 
decided that we didn't want the feds to come into Alberta, over 
the last five years we've handed back to the oil industry $939 
million -- that's almost a full billion dollars -- through the Al 
berta petroleum incentive program that, if we hadn't coughed it 
up, the federal government otherwise would've paid for. Now I 
think that's an enormous penalty to have imposed on all A l 
bertans just to try to maintain some narrow ideological position. 

On the consumer side, if we want to switch for a moment 
and look at these energy questions from the point of view of the 
consumer, there has been no direct benefit to people who drive 
automobiles or who earn their living from driving trucks in this 
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country. The most common complaint I've been getting in the 
last few days in my office is over the 5 cent a litre increase at 
the fuel pump. And most of these people are complaining be
cause they say that if they go down to Montana, for example, 
the price of gas is half there what it is in Canada. So there's 
some mechanism operating at the national level that prevents 
Canadian consumers from deriving any real benefit from the 
deregulation that this province has entered into. 

When it comes to our domestic consumers of natural gas, it's 
pretty clear that residential consumers are getting no break from 
deregulation either. The price of gas delivered to residential 
consumers in the city of Calgary has not fallen one iota. And 
this is in spite of the fact that the gas companies that transmit 
this gas have a guaranteed rate of return on their deemed assets 
in excess of 16 percent. I think that's outrageous, that these 
companies should be guaranteed that kind of profitability in a 
time of falling prices and economic difficulty for the rest of the 
citizens of this province. 

On the ownership side, Albertans own this resource. As I'm 
about to point out, the returns to the people of the province of 
Alberta have been falling dramatically. If we just want to look 
at some figures over a period of time, in 1982 we derived $4.5 
billion worth of revenue from the oil and gas sector. This in
cludes both taxes from freehold mineral rights as well as non
renewable resource royalty revenue. In 1983 we improved on 
that a little bit. We derived $4.7 billion in revenue; '84, $5 bil
lion; and in 1985 approximately $5.1 billion. And that was the 
high point. Then it starts to decline. In 1986 we're down to 
$4.75 billion. Well, just to kind of round these figures off, you 
know that last year we had about a $10.8 billion budget, so 
roughly half of our revenue was derived from the nonrenewable 
resource sector. 

Well, the forecast for '87, I'm sorry to state, is $1.277 bil
lion, $1.3 billion, which means we're having a net decline to 
about 27 percent of what our former revenues were. Now I find 
this particularly shocking, given that the companies on the one 
hand are making enormous profits out of their downstream op
erations but here the provincial Treasury is really taking a beat
ing, and we've seen the consequence of that beating in cutbacks 
to essential services within the province in health, welfare, 
education, and so on. 

Tomorrow the Energy Resources Conservation Board is go
ing to be reporting its findings, and later on in the morning the 
federal minister of energy is about to announce a new program 
of some sort of support for the energy industry here, so it's re
ally too bad that we don't have that information in order to ask 
further questions of the minister. But in any event, we have to 
go with what we have. 

The minister has directed the Energy Resources Conserva
tion Board in its deliberations to remove the surplus test for part 
of the gas that's produced here in the province of Alberta. He 
wants what he calls a "core market" to be protected. And by the 
core market -- as I understand it, those are the residential con
sumers, essentially, in the province who can't shift easily to 
other types of fuel. Well, my question to the minister with re
spect to that is: how can he do that? What is he going to do? Is 
he going to reserve certain pools of gas for the core and allow 
other pools to be developed for the export market? Or is he go
ing to say that certain people have a quota with respect to cer
tain pools? And then if he does that, how will he know, how 
can he prevent some operator on a long-term export contract 
from draining that pool? I just don't see how that distinction 
between noncore and core could ever be made workable. He 

raised the issue. 
He said that under certain conditions Alberta might consider 

reintroducing the equivalent of a border price. Well, the minis
ter fully well knows that the price of gas is now selling -- at 
least, in the spot market or in the distressed market gas is selling 
between 75 cents and 90 cents for an mcf. What that means in 
many cases is that the Alberta government doesn't even get a 
royalty on this gas when it's sold. The value of the royalty is 
more than eaten up by the cost of getting that gas into the Nova 
system, as I understand it. Now I know that we can't pay more 
than the royalty, but the point is that that gas is sold without A l 
berta getting any tangible benefit from the sale of that gas. So I 
agree that there should be an Alberta border price, and I think 
we should slap in on immediately. 

What in the world is the point of Alberta selling off in a 
sense its best, its cheapest, its most available gas, the gas that's 
found in shallower pools, that has lower sulphur content? And 
we just want to export that as quickly as we can. Some people 
in the industry have told me that if we do that, we're soon going 
to be looking at $5 an mcf gas for ourselves in the very near fu
ture and within the not so far distant future we could be looking 
at $25 an mcf gas. 

On the oil side then, to shift to another focus, whose interests 
again are being served by the current government's policies? 
Are they serving the interests of the small producers here in the 
province or are they serving again the multinational corpora
tions? How well have the small companies been able to take up 
the incentive programs that the government announced last 
year? When I looked at the drilling records for January, I didn't 
see very many small Canadian companies that were able to avail 
themselves of those grants. It seemed to me that by and large it 
was the multinational oil companies that derived the real benefit 
from those incentive programs. 

The minister in his opening remarks mentioned the Caroline 
field as a good example of the benefits that could be derived 
from these programs. Well, I should like to point out to the 
minister that it was really Shell Canada, a multinational that re
ally didn't need the benefit from these programs, that discovered 
the field at Caroline. 

The failure of these programs is really quite evident in the 
fact that shortly after they were announced, we can see quite 
clearly that drilling activity dropped off. I mean, they triggered 
an incredible amount of activity in December that spilled over 
into January, but as we moved into the latter half of January and 
into the months of February and March, comparative drilling 
figures with the year previous, 1986, show that only about 50 
percent of the rigs were drilling in 1987 that were drilling in 
1986. I would like the minister to comment on what his predic
tion is for drilling during the months of April and May. My 
guess is that it's going to fall off to virtually nothing, particu
larly compared with the year 1986. 

I'm concerned, too, about the minister's suggestion that he'd 
like to return to some form of earned depletion allowance. It's 
my opinion that only those companies that have large revenues 
will be able to really benefit from earned depletion allowance. 
They'll be able to transfer the benefit from particular drilling 
activities to write off their revenues in other sectors of their 
operations. 

I have some general comments that I'd like to make to the 
minister as well, by way of questions. From talking to people in 
the industry, I've come away quite convinced that the royalty 
system is a real mess, that it's very difficult to administer. I'm 
wondering if the minister intends to straighten that out. I no
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ticed as well in the Auditor General's report that we lost a cer
tain amount of revenue because of failure to make operational a 
program that was already in place to distinguish between old 
and new oil. Has the minister done anything to correct that 
situation? 

I'm also concerned about the Alberta royalty tax credit sys
tem that the minister mentioned in his opening remarks. He said 
that they were going to keep it in place until 1987 and that at 
that point they might reconsider the level of rebate. At the mo
ment it's 95 percent; in 1988 it's scheduled to drop to 75 per
cent. I know from talking, again, to people in the industry what 
many medium-sized companies really did to take advantage of 
the Alberta royalty tax credit: they subdivided their companies 
into a number of divisions and claimed that credit for each sub
division, which represented an enormous waste of revenues to 
the Alberta Treasury. 

I've got one positive suggestion here to make to the minister 
that he might consider, and that is . . . [interjections] Well, I 
could make lots, but wait till we form the government, okay? 
At the moment it's difficult to get a true assessment of just how 
much money is returned to the industry through the Alberta 
royalty tax credit. I believe that my colleague from Calgary 
Buffalo put that question on the Order Paper and the answer to it 
was denied on the basis of confidentiality being necessary. But 
my guess is that some $500 million probably goes back to the 
oil industry through that Alberta royalty tax credit program. I 
bet that could be cut, with a further saving to the Alberta Treas
ury of some $200 million to $300 million if we cut the amount 
of royalty that was open to this refund from $3 million, say, to a 
million and a half and kept the level of refund at the 95 percent 
level. That would put more money back into the hands of those 
truly small companies that are the ones really suffering at this 
point in time. 

I'm concerned about what the minister is doing, too, with his 
federal counterparts in terms of federal taxation. My under
standing again is that much of the tax incentives and grants that 
we provide to the oil industry is not considered, is added into the 
revenue of these companies for taxation purposes at the federal 
level. I also wonder if the minister is taking any initiatives to 
have Alberta royalties restored as a legitimate deduction so that 
companies aren't taxed twice. 

With respect to the votes themselves, I just have a few ques
tions I'd like to put to the minister. With respect to vote 1, I 
notice that he's cut back in many areas of his operation, but in 
terms of central support services, there's no cutback there at all; 
the total estimate is the same for the 1987-88 year over the 
'86-87 year. 

During his remarks the minister mentioned how important 
the coal industry was to the province of Alberta and how we're 
taking initiatives to encourage Ontario consumers and users to 
use more of our metallurgical and thermal coal. But I notice that 
the estimate for 1987-88 for the coal research office is only ap
proximately half of what it was in '86-87. How does this square 
with his commitment to developing a coal industry in the 
province? 

In vote 2 I notice that there's a fair sum of money set aside 
just to operate the royalty incentive assessment operation. I 
wonder if he'd care to comment on that figure. I wonder if a 
simplified royalty system might help to generate some savings 
there. I'm not sure, though, if that's the program that's respon
sible for that. 

The last question I have: there is a nonbudgetary item con
tained in vote 2 of some $60 million for Syncrude oil sands 

plant expansion agreement. I wonder if he'd care to elaborate 
on that and explain just what the purpose is for that sum. Is it a 
grant or is it a loan guarantee? 

And finally, with respect to Syncrude, I'm pleased to hear 
that Syncrude is improving it's efficiency and is now producing, 
I think the minister said, at $11 a barrel efficiency, I note, too, 
that Syncrude doesn't pay quite the same level of royalty that 
conventional producers pay for their crude oil, I wonder if the 
minister would contemplate, with this increased efficiency, 
deriving a higher royalty benefit for, again, the people of A l 
berta, who really own that resource as well. 

So I await the minister's comments with some interest. 

MR. CHAIRMAN: Before we proceed, I'd remind hon. mem
bers that the rules of the House apply to the committee, and un
der section 13 no member shall walk between the member 
speaking, who is addressing the Chair, and the Chair. Would 
hon. members please bear that in mind? The hon. Minister of 
Energy. 

DR. WEBBER: Thank you, Mr. Chairman. I'd like to respond 
to many of the comments that were made by the hon. Member 
for Calgary Forest Lawn. 

He started off by asking, in terms of framing energy policy, 
who were our primary target groups, and he mentioned the oil 
companies and the consumers and the people of Alberta, who 
are the owners of the resource. Mr. Chairman, I think if you 
examine our policies very carefully, you'll see that we are con
cerned with all three of those particular groups. Certainly we 
want to see oil companies make profits because they employ 
people, they create jobs, they add to the economy of this 
province. I know the word "profit" may not get the hon. mem
ber all excited, but certainly we have seen our Alberta economy 
benefit greatly from the profits of oil companies in this 
province, primarily because those profits go back into explora
tion and development for finding more oil and gas. Certainly 
we've seen in the past year what the reduced cash flow can do to 
the oil and gas industry and to the economy of this province. 

Mr. Chairman, the consumers of this province have been 
protected for a number of years by our natural gas price protec
tion program at levels well below the consumers in any other 
part of this country, a level that has cost the provincial govern
ment millions of dollars over the years to protect the consumers 
in this province with natural gas for heating their homes. At the 
gas pumps Albertans have been paying the lowest prices in the 
country for many years. And Albertans, because of the reve
nues we've been receiving from oil and gas, have been fortunate 
over the years to not have a tax at the pump. We all know the 
reason why we're putting the 5-cent tax on the pumps June 1: 
because of the reduction in revenues, primarily from oil and gas, 
that we've been receiving. 

Certainly the owners of the resource, the people of Alberta --
with the returns to this province over the years, very significant 
returns from oil and gas, we've been able to develop programs 
in the social and health areas in this province second to none, to 
anywhere in this country. So certainly as the owners of the re
source -- not only in terms of the lower prices at the pump and 
the natural gas price protection program -- we've been able to 
afford social programs in this province that no other province in 
this country has been able to afford. 

Certainly, Mr. Chairman, we've seen a reduction in royalties 
to respond to the changing economic scene in this province. 
Also, over the years we have seen that finding costs have been 
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getting higher as it becomes harder and harder to find reserves 
as explorers go out and try to find new supplies of oil and gas. 

Last year and this year, too, we hear the comment from the 
hon. member about multinational oil companies as if it's a dirty 
word. The hon. member surely realizes the significant contribu
tion these companies have made to this country in terms of em
ployment and jobs, and if it was not for the mega . . .  [interjec
tions] Sure, here we're hearing it, Mr. Chairman, over and over 
again, all the negatives. You'd be able to see the great social 
programs we'd have in this province and all the other benefits 
for Albertans if that group were involved in running this place. 

With regard to the contributions that Albertans have been 
making to the rest of Canada, the hon. member failed to mention 
the $50 billion to $60 billion that we have lost because of gov
ernment imposing prices on us in this country. In fact, I recall 
the hon. Member for Calgary Forest Lawn saying, and I quote: 
"The NDPs were not completely opposed to the NEP, the na
tional energy program." In fact, we all know where they stood 
on that one. 

With respect to surplus tests, I find it very baffling that the 
NDP want to continue to have a binding surplus test on the in
dustry in this country, and I'd like to quote, Mr. Chairman, a 
comment from Mr. Waddell, the federal energy critic. He says: 

Why is the government removing surplus tests rather 
than putting into place policies . . . so that Canadians 
will have easy access to cheap natural gas in the future? 

You can see where the hon. member who is the federal energy 
critic for the NDP's interests lie. They don't lie with the pro
ducing provinces in this country. He's catering to the votes in 
central Canada; that's what he's d o i n g . [interjections] Yes, I 
have read the NDP resolution where they want to have special 
status for Quebec. 

MR. CHAIRMAN: Order. Order please. That I must say is 
somewhat distant from the votes before us. Hon. Minister of 
Energy. 

DR. WEBBER: Mr. Chairman, I would like to suggest that it is 
not very far away from the point at hand because of the regional 
disparities in this country because of the national energy policies 
of the previous governments. They claim to support the Triple 
E in this province, equal representation. However, equal repre
sentation and special status don't go together in my book. 

MR. CHAIRMAN: Order. Order, hon. minister. The Triple E 
is equally distant from the matter at hand. Please continue. 

DR. WEBBER: Well, Mr. Chairman, surplus tests will not 
work in a deregulated market. The producers know that, the 
industry knows that, and we know that. 

With respect to slapping on an Alberta border price im
mediately, I think that would not be an appropriate action to 
take at this stage. I think we need to continue to work with the 
industry. 

And with respect to the Crown's share of the gas that's going 
out of the province, certainly as owners of the resource -- and 
the Premier said this in this House a number of times -- we will 
not be giving our gas away in the future. As a matter of fact, the 
Member for Calgary Buffalo asked a question earlier today 
about some discussions I'd had with the industry in Calgary just 
last Friday, where we were looking at ways in which we would 
be able to get a reasonable rate of return on the Crown's share 
so that if a company wanted to sell their gas at a price lower 

than that, that was up to them to decide. So one of the concepts 
we were discussing was that of establishing a par value for the 
royalty calculation purposes. It is a concept that was presented 
to them for discussion purposes. I asked them for other options, 
and we will be reviewing this a week from this coming Friday to 
see what merits there would be in establishing a par value price 
for Crown gas. We already have a par value in place for Crown 
oil. 

Well, Mr. Chairman, there were a number of other questions 
that the hon. member raised, one with respect to drilling activity 
in April and May, which he's predicting, and I'll let him predict 
what might happen there. A lot depends on what might happen 
in the next day or two. 

Earned depletion allowance with flow-through shares. The 
hon. member, I believe, indicated that they were a benefit only 
to companies that had money. Actually, the earned depletion 
allowance with flow-through shares was of great benefit to the 
industry in having private investors invest in small companies to 
go out and find plays. So it was a proposal that was supported 
by federal MPs, some of the federal ministers, the provincial 
government, and the industry to try to get a cash flow injection 
which would be of primary benefit to the smaller companies in 
this province. 

The hon. member made reference to the royalty system or 
the system that's in place for calculating royalties for gas. Cer
tainly, Mr. Chairman, it is much more difficult today to calcu
late the Crown royalties when you have thousands of sale prices 
out there which you have to use for the determination of the 
Crown's share. In fact, it's turning out to be a more complex 
job than we had anticipated. That's why we are looking at ways 
in which we can improve that system, and a major effort will be 
made in the course of the next year, working with the industry to 
see if we can improve the Crown system, this royalty system, 
with respect to these calculations. 

With respect to the Auditor General's comments, I would 
just briefly say, Mr. Chairman, that if the hon. member had read 
the Auditor General's report very carefully, he would have seen 
that he said that the Crown "may." I quote: 

Royalties received for that year may have been 
insufficient by as much as $9 million, as a result of the 
information reported by the gas industry . . . 

There are two important points here. The Auditor General's 
estimate of the possible royalty shortfall was $9 million, and this 
is not the most likely or the department's estimate but is a sub
jective estimate of the highest possible amount by the Auditor 
General's staff based on data which is acknowledged to have a 
high error reporting rate. 

Now, the dollar amount is questionable itself, as I just noted, 
but whatever that amount may be, it is not lost royalty revenue. 
It is simply uncollected revenue. It will be collected, with 
interest, from the industry as the data is analyzed and verified by 
the department. So the real issue then, and probably the only 
issue, is: why did the department not run the computer system 
in question to identify the royalty liabilities and issue assess
ments? Well, the reason for that, Mr. Chairman, is that a deci
sion was made to try and correct the data being reported by the 
industry prior to -- and I emphasize "prior to" -- generating addi
tional staff-intensive activities in terms of running the system 
through. So the main reason was to try to get accurate data be
fore we turn around and try to run these programs. So I want to 
assure hon. members it is not lost royalty. It is uncollected 
royalty; it will be collected with interest. 

Mr. Chairman, he asked so many questions that I apologize 



324 ALBERTA HANSARD March 24, 1987 

for taking up as much time as I am, but I think it's important 
that we provide the hon. member with these answers. 

With regard to the Alberta royalty tax credit program, did I 
hear the hon. member correctly when he said, "Cut the Alberta 
royalty tax credit program"? 

MR. PASHAK: Yes. 

DR. WEBBER: Did I hear that correctly, Mr. Chairman? Well, 
if I did, then I can't believe my ears. Because from what I've 
heard previously, the hon. member has been talking about these 
nasty multinational oil companies, and the very people that he 
would be hurting by cutting back on the ARTC would be the 
very small companies. That is the reason why we've made the 
commitment to protect the small producers with the ARTC, the 
Alberta royalty tax credit program, because if it were taken 
away, as the Canadian Petroleum Association is advocating, we 
would wipe out many small oil and gas companies in this 
province. So I would suggest that maybe the NDP in this prov
ince should review their policy with respect to cutting the Al 
berta royalty tax credit program, because I'm sure that the pro
ducers in this province, particularly the small ones, would be 
interested in knowing that. 

MR. PASHAK: I didn't say "cutting"; I said "reducing." 

DR. WEBBER: The hon. member, I hear, says he wasn't saying 
"cutting it"; he said, "reduce." He clarified it for me. 

The coal research . . . [interjections] Mr. Chairman, another 
thing that I find baffling -- and it would be amusing if it wasn't 
so sad -- and that is day after day we will be hearing over the 
upcoming weeks comments about having a fixation on the defi
cit in this province, that we're being irresponsible in trying to 
protect future generations from being given a large debt to pay 
the cost for. 

We hear, as I'm going through my estimates this evening, 
that they say, "Why in the world did you cut all that money out 
of coal research?" It's a fair enough question to ask why we do 
that, but you would think that the hon. members would think 
that we'd be able to balance our budget without making any re
ductions anywhere. By reducing the amounts of money in the 
coal research side, I want to emphasize, Mr. Chairman, that the 
priorities are still in place with respect to research to enable A l 
berta to sell coal into central Canada and to get those markets in 
the early 1990s. And a very significant effort is being made 
through the research centre, the Alberta Research Council, and 
our Devon research centre, to try to improve the quality of our 
coal so that we can get it down to eastern Canada much cheaper 
than we can. So certainly there are reductions. There have to be 
reductions somewhere in the budget, and our priorities were 
such that this was an area where we had to make some cuts. But 
the main priorities for coal research still apply. 

In vote 2 I'm not sure I caught exactly what the hon. member 
was asking, but the main reason for the reduction there was the 
expiration of the ethylene feedstock program, which came to an 
end. The $60 million for Syncrude: I'd like to clarify that. If 
the hon. member would remember, we made an $85 million 
loan commitment to Syncrude for their expansion. Last year we 
had $10 million in the budget for that. This year we have $60 
million, and next year there'll be $15 million. It is an interest-
free loan. 

Mr. Chairman, I believe that answers most of the questions, 
if not all of the questions, raised by the hon. Member for 

Calgary Forest Lawn. 

MR. CHAIRMAN: Hon. members, we are now 70 minutes into 
committee, and we've had one speaker and two responses. 
However, the Chair is not being critical. The Chair is simply 
advising members that at this rate all hon. members obviously 
will not have an opportunity. 

The Member for Calgary Buffalo, followed by the Member 
for Red Deer North, please. 

MR. CHUMIR: Thank you, Mr. Chairman. If you're listening, 
Dick, this is Buffalo. Beam yourself up here. 

I'd like to congratulate the minister for having survived al
most a year in office in what is obviously one of the most diffi
cult portfolios in the provincial government and, at the same 
time, appearing almost none the worse for wear. 

I have many comments which I propose to make this evening 
on the overall government policy with respect to the energy in
dustry, firstly, because there is so little opportunity for overall 
debate on important policy parameters on this important issue 
and, secondly, because it will enable me to put some of my 
questions into proper context. 

The minister has stated that Alberta is the best place in North 
America to invest insofar as oil and gas is concerned. Well, this 
is a position that many companies have been taking and what 
they've been saying for some period of time. But although that 
may be the case, it's certainly not a very comforting standard at 
this particular era in the oil and gas business, and it can almost 
be equated to being damned by faint praise. It reminds me of a 
Monty Python routine at one point of time where they were de
scribing a new tire which had 250 percent greater gripping 
power, and they ultimately revealed that the standard of com
parison was a banana. So this may be the best place for invest
ing in North America at the present time, but the low levels of 
activity in the industry and the severe unemployment show that 
really it's not good enough. 

The industry is obviously in deep depression and it is, of 
course, the position of the Liberal Party, as I've stated a number 
of times, that the government has in fact made a great mess of 
our energy situation. It has very badly mismanaged our energy 
policy. Obviously, the government could not stop energy prices 
from falling. However, they have badly misplayed the cards 
that we did have, and we did have some good cards. They could 
have done much better. 

In particular the government proceeded to deregulate oil and 
gas prices at the very wrong time. The minister has suggested 
that very few people were foreseeing the collapse in oil prices, 
but in reality quite a number were forecasting that that drop 
might take place. The government is to be severely indicted for 
their failure to put any form of protection into the Western Ac
cord agreement to protect Alberta from what was very clearly 
foreseeable at that point of time. 

What was an issue was not so much a matter of whether or 
not prices would be deregulated; the issue was: in the event that 
there was a collapse, upon whom would the burden fall? Would 
it be a national problem or would it be an Alberta problem? It 
should have been a national problem because the rest of the 
country benefited to the tune of approximately $56 billion when 
oil and gas prices were kept below world prices. Instead of that, 
we found the equation was that high oil and gas prices are a na
tional problem, and low oil prices are our problem. 

Ultimately, it turned out that the government's policy with 
respect to the oil and gas industry was that of the dream of the 
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free market, which reflected a triumph of ideology over com
mon sense. And the provincial government has not yet received 
the degree of blame that it really deserves in the public mind in 
respect of its defalcations on this particular issue. 

However, we are seeing lately some major changes in the 
government attitude towards the free market and deregulation. 
The government is showing clear signs of recognizing the folly 
of its belief in the capacity of the deregulated market to work to 
the advantage of Alberta and the oil and gas industry. It's al
most a deathbed conversion, unfortunately, with a large part of 
the provincial oil industry almost dead. The government, of 
course, does not wish to admit the fundamentals of its change. 
The change may not be obvious to the casual observer, but there 
are a number of signs which indicate that the government is 
clearly moving towards some initiatives which reintroduce 
regulation, pretending very casually as if these were part of the 
game plan all along. 

Now, I'd like to discuss several of these major signs that the 
government has recognized that deregulation is not working, 
Mr. Chairman, and comment on a number of the implications of 
the government's policy on certain segments of the oil and gas 
industry and on our province. These signs are reflected in two 
primary non market oriented initiatives. The first initiative is 
that of the government's obvious readiness to consider, and seri
ously consider, support prices for the megaprojects. 

Now, before I move into that issue I'd like to make it clear 
that the Liberal Party believes that there is in fact a very clear 
role in the scheme of needs of national oil security and of the 
prosperity of the province for megaprojects. We are not op
posed in any way and indeed support a balanced approach to 
megaprojects vis-à-vis the conventional oil industry, but we em
phasize a balanced approach because our concern is that the 
government has been giving very, very strong signals in the last 
two or three months that it is going to put far too many of our 
eggs into the megaproject basket and is going to leave the con
ventional industry with leftovers when in fact our primary focus 
should be on the conventional industry. 

Now, the primary signs that we see with respect to the gov
ernment's stance toward the megaprojects and its willingness to 
consider guaranteed prices, which are totally at odds with its 
belief or stated belief in a totally deregulated marketplace are, 
firstly, statements by the Premier. These statements have been 
made in numerous contexts, but they first appeared in mid-
January 1987, in which the Premier clearly stated that the gov
ernment may have to guarantee future prices for oil in order to 
get megaprojects like oil sands developments built. The minis
ter himself has made a number of statements reflecting sympa
thy to that concept, and some of these statements have been 
made in concert with ministers of energy of other provinces. 

He alluded in a very general sense to his receptiveness and 
the government's receptiveness to that very fundamental change 
in direction at the conference of ministers of energy on January 
30, 1987. I quote page 3 of a press release dated February 10 
dealing with the minister's notes at that particular time, in 
which, in referring to the megaprojects, he stated: 

Governments can and should play a role in reducing the 
real or perceived risks facing private developers of large 
scale projects. 

So what we have here m that release and in other comments is 
obviously a recognition of a fundamental factor that we in the 
Liberal Party have been absolutely harping on since early last 
year, and that is the fundamental need for stability in the oil in
dustry. Stability is absolutely essential from the point of view 

of investors being able to risk their money in the oil and gas in
dustry. It is absolutely fundamental, and we are now seeing the 
importance of it with a budget deficit which we are seeing. It is 
fundamentally important to the provincial revenues of this 
province. We need stability so that we can rely on having reve
nues to fund the very important social and other programs that 
this province is committed to. 

The government obviously, in these statements with respect 
to the megaprojects, now acknowledges the need for stability, 
and you obviously can't get that stability in this era of OPEC 
and international instability on a global basis without some form 
of government intervention. 

So a question I would like to ask the minister, however, is, I 
believe, a rhetorical question, and that is: if he recognizes the 
need for stability in order to fund the megaprojects, why does he 
not equally recognize the need for stability in the conventional 
sector of the oil and gas industry? If the government feels that 
its incentive programs have worked so well, why is drilling 
down so dramatically? Why are those who are in a position to 
know best -- and I refer to the comments of the president of the 
Canadian Association of Oilwell Drilling Contractors -- why are 
these experts predicting that 1987 is going to be the worst year 
for drilling in recent history, with only 28 percent of rigs work
ing? Why doesn't the government recognize that the present 
programs are not working and that we need something new to 
get the conventional oil industry kicking again, and that is a sta
bilization policy. 

In terms of investment there are two primary thrusts that a 
government has in order to encourage investment, particularly in 
risky businesses like the oil and gas industry. The first thrust is 
that of providing significant tax breaks. And the effect of this, 
of course, is that by injecting a significant sum of government 
cash into the investment, it reduces the risk and the investor 
thereby feels that the investment is more worth while. The al
ternate form, and this is the one that we have been discussing 
and pushing upon the province of Alberta, is that of a stable en
vironment where the investment makes sense on an economic 
basis. And it has been our position that the government has 
been extremely remiss in failing to recognize the need for and to 
implement a short-term price stability program while the gov
ernment reviews the needs of the industry on a longer term basis 
and while the smoke settles internationally. 

The Liberal Party has proposed a stabilization program very 
similar to that suggested by the small oil companies some long 
period of time ago, with a few of our own additions. The pro
posal -- and I assume the minister has been examining it closely; 
I'm surprised that it hasn't been implemented yet -- is to provide 
for a stabilization price. The number that we are using -- and 
there's no magic in this specific number -- is a stabilization 
price of $25 a barrel for new production hereafter, and this price 
to apply to oil from wells drilled during the next two years, and 
that price would continue for a five-year period. And in the 
event that price exceeded the world price by $2 or $3 or $5 a 
barrel, the increment would go into an escrow account which 
could only be used for drilling, so that it would not go to pay off 
bank loans and would ensure to the extent that it was used at all, 
that there was drilling activity. The final part of the proposal 
would be that ultimately the excess, the premium, would be 
repayable by the oil companies out of prices when they ex
ceeded the world price. 

A question to the minister is: why not try something like 
that? Has the government costed a program of that nature out, 
and if so, in what general cost area was the program which the 
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minister costed? If it hasn't costed a program like that out, why 
not? 

So it's our suggestion and concern, Mr. Chairman, that the 
government is not and has not been taking the steps needed by 
the conventional industry in order to get drilling activity going 
and to create badly needed jobs. I think it's important to empha
size that we must not lose sight that the conventional industry is 
the key to our prosperity. Most of the jobs are created and are in 
the conventional oil industry, approximately 90 percent of them, 
not in the megaprojects or the tar sands or the offshore areas, 
and indeed most of our royalty income from it is from the con
ventional industry. So we must not forget that that is our focus. 

Accordingly, some of the concerns that we would point out 
with respect to the government's over-reliance on the 
megaprojects is that, firstly, they may take scarce investment 
cash from the conventional industry. Secondly, if one is dealing 
on a national level, and indeed a program supporting 
megaprojects can only be funded and take place significantly at 
a national level, this would require the province of Alberta and 
the federal government to recognize the need to be evenhanded 
with respect to megaprojects across the country, including those 
off the east coast and in the Beaufort. And if I understand it, 
one of the primary complaints this government has had with re
spect to the national energy program is that it diverted attention 
from the western basin offshore. Indeed, in his press release on 
February 10, the minister's notes have him speak glowingly of 
the potential of new sources of oil such as Hibernia, offshore 
Newfoundland, and Amauligak in the Northwest Territories, as 
well as the oil sands projects in Alberta. It's very statesmanlike 
for the minister to be saying those things, but who is there repre
senting the interests of this province and pointing out that what 
we should be doing is investing primarily in the conventional oil 
industry? Because that's where the cheapest oil is at the present 
time. 

Finally, I would point out, Mr. Chairman, that I believe that 
we are all too ready to give up and minimize the potential of the 
conventional oil industry in western Canada, and we should take 
note of the recent major natural gas discovery at Caroline, which 
reflects that there are very many hidden surprises and a great 
deal of potential in the western basin. 

I would like to move on to the second sign that deregulation 
is not working and the second sign that the government is recog
nizing this, and that is the government's move to a consideration 
of establishing a par price for natural gas. I find that a most in
teresting and a most fundamental change of direction by the 
government. It is understood that the government has been con
cerned about the very precipitous decline in its revenues as a 
result of the free fall of natural gas prices. It's understood that 
some natural gas in Alberta is being sold for nets of 80 cents to 
90 cents per mcf after transportation costs, a pitiably small 
amount, at or less than some finding costs and certainly meagre 
pickings for provincial royalties. 

I'm noting a very disturbing trend set out in the 1987 Budget 
Address. When we look at the predictions for natural gas and 
by-products royalty, from 1985-86 revenue of $1.805 billion we 
find the estimate being $1.007 billion, and reduced by $419 mil
lion in royalty tax credits, of which probably 75 to 80 percent of 
that would relate to natural gas. So we're looking somewhere in 
the range of $700 million of natural gas royalty revenue, which 
is down at least 50 percent, if not more, from where it was two 
years ago. 

This is obviously of concern to the provincial government, as 
it should have been, and it should have been recognizing the 

potential for this precipitous decline in natural gas prices as a 
result of deregulation a long time ago. I congratulate them for 
their recognition of it at this particular point of time. I'm not 
sure that the par price is the answer. I'd be very interested to 
hear more details about how it would work, if the minister 
would be in a position to tell us that. I'd be very interested if 
the minister would give us greater information as to what the 
purpose of the par price is. Is its purpose to push up the price of 
gas in a general sense, as it appears to be, by discouraging pro
ducers from selling for lower than the par price? Are there other 
initiatives that it's considering to protect our interests in light of 
the errors of deregulation? It's quite clear that the government 
has in some senses recognized this area in the battle it is now 
carrying on with the governments of Ontario and Manitoba over 
their attempts to force down the price of gas in the residential 
market, which is hardly a sign of any gratitude over their portion 
of the $56 billion benefit they enjoyed some time ago. 

Is the government planning to go along with the situation of 
a National Energy Board surplus test? Obviously -- and the 
minister has commented on this -- the government has been un
happy with that surplus test, has been attempting to get it 
changed for some period of time. But the question is: what will 
happen if there is some residual surplus test maintained by the 
National Energy Board? We will then be in a situation where 
we have all of the disadvantages of deregulation, as we've said 
in the House before. We'll still have the disadvantage of not 
having a totally free market on the sales end when supplies are 
short, and we will not get the best price if that prevails. 

There's a question with respect to the surplus test in Alberta. 
The Energy Resources Conservation Board has recently con
ducted a review. There's tremendous pressure for eliminating or 
certainly reducing -- some would call it cutting -- the reserves 
surplus test. It's hard to know what to do at this particular point 
of time, when on the one hand the government is pressing the 
National Energy Board to eliminate surplus tests. If we were at 
the beginning of history in this issue, some two years ago before 
deregulation, the solutions might have been different, but once 
you get halfway into the situation, the industry and all business 
decisions are made on a certain basis and commitments are 
made, and it's very difficult to reverse direction. 

[Mr. Musgreave in the Chair] 

The question I would ask the minister -- and I share the con
cern of many in the province -- is: what is the view of the min
ister with respect to the possibility that we will be selling so 
much of our natural gas at low, fire-sale prices at this point of 
time that we'll be left with the residue of the very expensive 
hard-to-find gas and that ultimately the consumers and the citi
zens of this province and the industry of this province will pay a 
premium price as a result of almost giveaway prices for current 
natural gas, on which we receive a pittance of a royalty? I be
lieve it's a very, very serious problem, Mr. Chairman, and I 
would appreciate getting some comment from the minister. 

Mr. Chairman, I'd like to briefly comment about the prob
lems of small companies. Deregulation has been a major disas
ter for the small and many of the medium-sized companies. A l 
most every initiative following upon deregulation has helped the 
larger and particularly the multinational companies and has hurt 
the smaller ones. Now, I have no problem with a climate which 
is conducive to the health of the large and the multinational 
companies. They create jobs, they find resources, and they de
serve to be healthy. But on the other hand, we should not be 
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neglecting the needs of the smaller companies as well. And my 
concern is . . . Have I got three minutes? I'm concerned that so 
many of our programs, Mr. Chairman, have been geared to
wards helping only those who have cash and resources. This is 
the case with the royalty holiday, and it's the case with the drill
ing incentive credits. That's why we have focused so much on 
the stabilization program that I referred to earlier, and I would 
hope that the minister would consider some shift in direction in 
order to implement some programs which will take into account 
the needs of those companies. The small explorers commission 
is certainly no substitute for that. It will hopefully be a help in 
enabling some of the companies to restructure and refinance and 
enable them to survive a little more effectively. But it certainly 
can't create the needed climate for go-ahead investment. 

Finally, I'd like to ask the minister, Mr. Chairman, whether 
or not the government has any strong supportive plans or initia
tives to stimulate discussion between the federal government 
and the government of the United States in order to encourage 
the review of a long-term price stabilization program. This is 
obviously a serious concern at this particular point of time. 
We're living in the last few months happily with a slightly in
creased oil price, and perhaps if it continues for another six or 
eight months, confidence may return. But there's every possi
bility that the price may go down once more, and if it does take 
another serious kick down by $3, $4, or $5, confidence at that 
stage will have been so severely eroded that it will take years 
and years for it to come back, and in that instance the issue of 
long-term stabilization will become a very fundamental 
question. 

Well, those are the approximate . . . 

AN HON. MEMBER: Opening remarks. 

MR. CHUMIR: Those are my opening remarks. Thank you. It 
covers about half of what I wished to comment on and ask 
about, but perhaps we'll get another kick at the can next term. 
I'll now turn the floor over to the minister. 

Thank you, Mr. Chairman. 

MR. DEPUTY CHAIRMAN: The hon. Member for Red Deer 
North. 

MR. DAY: Thank you, Mr. Chairman. Thank you, Mr. 
Minister. I would like to echo the compliments from the Mem
ber for Calgary Buffalo towards our minister. He is indeed han
dling a department at probably the most difficult time for energy 
in the history of this province. I am somewhat bemused by the 
member opposite's complaint about time parameters when con
stantly we see the opposition at every opportunity going for the 
ringing of the bells, which takes probably 20 minutes at a shot, 
for little motions that are obviously going to be defeated. 

However, looking at the votes and also considering some of 
the questions, one comes up fairly often, and the member oppo
site enunciated it when he said: "Were these problems not 
foreseeable, and why didn't we" -- and I think this is an interest
ing suggestion; I don't know where we could fit this in to the 
dollar spectrum of the votes here -- "write something into the 
Western Accord to prevent the difficulties that we now have?" 
That would be an interesting addition. I can just see it now: be 
it resolved that the sheiks in Saudi Arabia will not hurt our oil 
prices -- a very interesting suggestion that we had had that writ
ten into the Western Accord. I'd like to suggest that the whole 
world, the best people in the industry, not just in Alberta but 

throughout the world, were caught by this devastating drop in 
oil prices, but I cannot think of one other jurisdiction other than 
Alberta which had planned for the future with the heritage trust 
fund. 

You can go to Louisiana and look for a similar fund; you 
won't find it there. You won't find it in Texas. You won't find 
it in Oklahoma, Scotland, or Mexico. Alberta stands as a shin
ing example of using royalties to plan for people in the future, 
and if the opposition can't acknowledge the benefits and the 
shielding effects of our heritage trust fund, I don't think they 
will ever acknowledge anything. All we get is doom and gloom 
predictions, and actually. Mr. Chairman, any day now I'm ex
pecting the Leader of the Opposition to rise in the House and 
boldly announce that the world will end tomorrow at 9; 9:30 in 
Newfoundland. 

I notice in looking at the list of votes on page 141, vote 7 
talks about the small producers advisory services, and I recog
nize the importance of the total spectrum of energy in our prov
ince and the scope of all the facets of this industry. But the fact 
that this year's estimates include a vote of $1,900,000 for small 
producers advisory services draws attention to my particular 
area of concern, which is the conventional oil sector, and spe
cifically the service and supply sector, and how that sector is 
being affected by. number one, world prices and, number two, 
the policies and initiatives of the Department of Energy. 

The minister has already enunciated and pointed out very 
clearly the degree of devastation that world prices have had on 
all sectors of our industry, and I think the widespread devasta
tion only serves to highlight the degree to which this province 
has attacked the problem. They have not sat back, and I think 
there's an interesting comparison here. I 'll quote you out of the 
Oil & Gas Journal, March 9, 1987. our counterparts south of the 
border: 

Energy policy must be conducted in concert with eco
nomic and national . . . policies because energy plays . . . 
a vital role in both . . . The U.S. should have learned that 
lesson from past supply interruptions. Instead, [they 
have] shoved energy aside. 

I'm happy to report that you only have to look through these 
votes in the estimates to see that this government has not pushed 
energy aside, but has pushed it to the forefront and, unlike other 
jurisdictions in the world, has not sat back and said, "There's 
nothing we can do," but in fact has taken some pretty bold 
initiatives. 

I'm amazed that with every program and initiative that's an
nounced we get nothing but whining and griping from the op
position. Every time this government sets a good example of 
initiatives, as evidenced in these votes, we get annoyed grum
bling from across the floor. I'm reminded of something Mark 
Twain wrote in Pudd'nhead, and far be it from me to suggest 
Pudd'nhead would apply to anybody across the floor here, but 
he wrote that there is nothing quite so annoying as the an
noyance of a good example. I would suggest that we have some 
good examples of expenditures here in these votes which sug
gest we are directly addressing the problems that are besetting 
us. I'd like to make some observations about those expendi
tures, and I'd like to ask the minister some specific questions on 
certain other areas. 

The minister has already enunciated the problems and the 
pressures which have beset us. And it's important to notice that 
Alberta's initial response was royalty and incentive grant pro
grams to assist the exploration and service industries that 
employ thousands of Albertans throughout the province: a 
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quick response, an initial response. Many plans and programs 
were considered. A cash flow stabilization program was pro
posed to federal authorities as a joint federal/provincial initia
tive. But the federal government at that point declined to par
ticipate in the initiative, and the province can in no way shoul
der the financial burden alone. 

It's interesting to notice a continuing demand from the oppo
sition that we set a minimum price. Set a minimum price; set a 
minimum price: we hear that all the time. If we can think a lit
tle bit further than their collective noses, let's just let this 
thought carry a bit. Let's pass a law in Alberta that says the 
minimum price of oil is $100. Wouldn't that be wonderful. 
Who is going to buy it? [interjections] Oh, I see; we could take 
a nationalizing approach and force all industries to buy oil at a 
higher price, force our industries, which depend upon the com
petitive edge, to buy oil at a higher price than industries in the 
rest of the world are buying it. Very interesting. There's only 
one way that can work, and that's if we totally nationalize the 
industries, which is the socialistic approach that we hear from 
across the floor. We have history to look to to show what hap
pened when a Liberal government, backed by the NDP, got 
ahold of price-setting and what they did to this province in terms 
of $50 billion to $60 billion being bled from this province. No, 
we've learned from history. [interjections] We've learned from 
history. We won't backtrack and slide down to the depths of 
abysmal thinking that would result in all of this happening 
again. 

Despite the difficult financial position that this government 
was facing in terms of the drastic oil reduction, we boldly an
nounced an assistance package back in October which 
strengthened the viability of the energy sector, stimulated activ
ity and investment, created jobs, and contributed to Canada's 
energy security. If you can recall -- I realize it was a while ago 
-- the package contained three components: help for small 
producers, royalty reductions, and royalty holidays. 

Now, the first one, the small producers, do present a unique 
problem, because the smaller independent companies have been 
particularly hard hit by the steep decline in world oil prices and 
wheat and natural gas markets. These companies for the most 
part don't pay much in the way of royalties or taxes and, there
fore, while benefiting from future royalty holidays, required ad
ditional help. That's why we announced the extension of the 
enriched royalty tax credit program. The extension added ap
proximately $75 million to the small producers' cash flow. And 
the opposition says we do nothing. Seventy-five million dollars 
is not nothing; it's significant. It's not surprising, though, that 
they would complain about $75 million, because their energy 
critic recently has gone down in Hansard as belittling the latest 
announcement for expansion down in Joffre. He sniffed at 
1,000 construction jobs and a $400 million dollar project. It's a 
clear demonstration of how attractive . . . 

SOME HON. MEMBERS: Shame, shame. 

MR. DAY: Don't be too hard on them; they're just learning. 
Don't be too hard on them. 

That announcement, along with others, is a clear demonstra
tion of Alberta's attractiveness to energy investment, a clear 
demonstration of diversification at work. A thousand construc
tion jobs, $400 million expenditure, and they mumble something 
about multinationals. Well, I want you to come down to Red 
Deer sometime and see the direct effect, not just right on Red 
Deer but on all of the province, of a project like this. 

The second area that was addressed was the royalty reduc
tions and the royalty holidays. The major thrust of the govern
ment's assistance package involved adjustments to incentive 
programs and to crude oil and natural gas royalty rates. The 
royalties for old oil and old gas were reduced immediately, and 
as a result the gross royalty rates at current prices were set at 31 
percent for old oil and 25 percent for old gas. The royalties for 
new oil and new gas were reduced by 12 percent. As a result, 
the average gross royalty rate at current prices was ap
proximately 23 percent for new oil and 19 percent for new gas, 
and the energy critic across the floor said he couldn't differen
tiate between old oil and new oil. Why should there be any dif
ferences? Well, welcome to the real world. Pre-1974 things 
were different, costs were different than in 1986, and so we have 
some differences. 

Then there was the new drilling incentive program based on 
crude oil royalty holidays for wells located outside the bound
aries of existing fields. Now, to say that we do nothing when 
we announced to the province and to the industries that wells 
spudded on or after October 1, '86, and before November 1, '87, 
would be exempt from payment of Crown royalties for a period 
of five years -- and some people say we do nothing. And wells 
spudded on or after November 1, '87, are exempted from pay
ment of Crown royalties for a period of three years, and wells 
spudded after November 1, '88, will be exempt from payment of 
Crown royalties for a period of one year. The initiatives have 
been taken. They've been taken boldly. 

Our Minister of Energy has never let up in his fight for due 
consideration from Ottawa with the problems we've faced. As a 
matter of fact, it was the urging of our minister at the Council of 
Provincial Energy Ministers, where it was unanimously agreed 
that it was necessary to encourage the development of future 
supplies of oil to meet Canada's needs and that these be urgently 
presented to the federal Minister of Energy for a special 
federal/provincial meeting to consider what measures are re
quired to ensure Canada's long-term security of supply. 

[Mr. Gogo in the Chair] 

I'm glad to see that our Premier and our minister and this 
government realize that without investment in new sources of 
crude oil supply, Canada will be importing one-quarter of its 
total light oil needs in four years, so we need to address that. 
And those concerns are impressed upon the federal and other 
provincial counterparts. That dependence, if left unchecked, 
could grow to 50 percent by the turn of the century. People in 
Atlantic Canada, Quebec, and Ontario -- that's two out of every 
three Canadians -- could be reliant on foreign suppliers for their 
crude oil. They could be subject to potential supply interrup
tions in the event of conflicts in other parts of the world, and 
large increases in imports would also hurt Canada's trade 
balance. That's why we continue exploring new initiatives, and 
that's why we continue to face the difficulty head-on and why 
we're going to continue to do so. 

The first requirement obviously is to maintain a healthy oil 
and gas industry, and that includes ensuring the survival of 
smaller Canadian companies, which are among the most dy
namic in the industry. That's the sector that I'm vitally con
cerned with at this point: our service and supply sector. That 
sector is made up of what I call Alberta's finest. Hard-driving, 
entrepreneurial, innovative, and efficient people: that describes 
our service and supply sector. And these small Alberta-based 
companies took on the world of larger companies and carved out 
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their fair share of the market, and now they are in difficulty. 
Their liabilities are high, their assets are low. and debt equity 
ratios in many cases are stretched to their limits. That's why 
we're addressing the problem and not turning away from it. The 
question is not: will prices rebound? Prices are rebounding. 
The question is: can these smaller companies survive the wait
ing period? These companies are not asking for grants or sub
sidies, and they also understand the difficulties we face. I've 
been working closely with them, and I know the minister has. 

I have some questions for him in that area. In light of these 
banking difficulties that some of these companies face and in 
light of the fact that we're approaching the end of the drilling 
season, where receivables are at the highest for many of these 
companies, has the minister had any indication from the banking 
community that rather than moving in on these companies, there 
would be a suggestion from the banking community that work
out proposals would be considered in dealing with the different 
companies who are experiencing difficulty? 

The other area where they are experiencing difficulty is in 
regulations with the lien Act, which is restricting many of these 
companies from collecting the moneys that are owed to them. 
Can the minister indicate to us if any progress is being made in 
terms of addressing the lien Act and looking at some possibility 
of changes there? 

The other area to keep in mind and questions arising from 
the sector is: would the minister be able to tell us whether the 
Alberta Energy Company does give due consideration to these 
smaller Alberta-based companies? They're not asking for price 
breaks. They're just asking for that due consideration. And is 
the minister able to ascertain whether indeed these sensitivities 
are being recognized by the Alberta Energy Company as they 
bid for contracts? 

The service and supply contractors account for over 60 per
cent of the total decline in employment with a total loss of about 
15,000 employees as of December '86. And the service and 
supply contractors and manufacturers have primarily cut 
employment, which is their largest cost item. Expected employ
ment of about 19,000 by the end of '86 was only 55 percent of 
their previous year's level. We certainly recognize and applaud 
the minister's efforts and ask him to continue to recognize the 
problem that these companies face and continue to work with 
Ottawa to put dollars in places where we simply can't do it 
alone. 

At the end of 1986 we know that the number of rigs that 
were active exceeded 400. and since then the number dipped in 
February to about 117. For the first week of March active rigs 
were 189. Seismic activity has steadily increased since January, 
but even though firmer oil prices in '87 should lead to increased 
drilling in the second half of '87, Oilweek does forecast that 
drilling in '87 will be lower than '86 levels. We recognize that 
there are challenges ahead. 

The minister is to be congratulated for recognizing the prob
lem and therefore causing our royalties to adapt. Net Alberta 
royalties, averaging 12 to 15 percent, are lower than the 
royalties before the 1973 price shock. Moreover, the program 
of five-, three-, and one-year royalty holidays makes the poten
tial return on investment very attractive. I won't be quoting 
from a partisan statement; I'm quoting from major U.S. and 
Canadian investment houses when I say that Alberta is the best 
place in North America to invest in oil and gas. Those are 
quotes from major U.S. and Canadian investment houses. 

The energy critic from the opposition says, "What about the 
people?" Well, every initiative and every program that we an

nounce puts people back to work in the energy field. That's 
dealing with people. We don't believe in just lining them all up 
in a big line and doling out money, but we deal with the in
dustry, which provides the jobs. And every time an initiative 
was announced and set forward, the jobs were there. That's the 
continuing challenge. 

Vote 7 shows a commitment, particularly to the Small Pro
ducers Assistance Commission. Whether it's possible to expand 
that mandate to include the service and supply sector, I don't 
know at this point. But whatever, we ask the minister to con
tinue to give due consideration to questions that face the service 
and supply area. 

The industry applauds the efforts that have been made thus 
far in spite of the challenges and encourages the minister to keep 
listening and to keep working. 

Thank you, Mr. Chairman. 

MR. CHAIRMAN: The hon. Member for Lloydminster, fol
lowed by the hon. Member for Pincher Creek-Crowsnest. 

MR. CHERRY: Thank you, Mr. Chairman. I would like to first 
of all congratulate the minister on the job that he has done in 
this past year. It's of course echoing the same statement that my 
colleague from Red Deer North has. It's been a very difficult 
year for him, a difficult year for the industry. 

If I might for a few moments. I would like to direct my atten
tion to heavy oil, and I would like to just give a few remarks on 
when the heavy oil was first drilled. It was in the '30s when 
they first got into drilling in the Lloydminster field, as they call 
it today.  [interjection] Thank you. 

The Lloydminster field itself is an estimated 30 billion to 40 
billion barrels of heavy oil. One thing that I think we all have to 
agree with is that extraction of heavy oil is certainly a costly 
procedure. And of course in this past year we have seen the 
downturn, very much so in the heavy oil sector because of the 
cost squeeze that's involved there. 

In my constituency, which surrounds Lloydminster, of 
course, and that area, we have approximately 3,500 to 4,500 
wells that are active. And as a lot of people say. when you drive 
down the highways, sometimes you have to line up the derrick 
with a fence post to see it moving. Well, that isn't any exag
geration; sometimes you do. 

In the last three or four years what they've brought in is 
steam flooding, which has helped immensely. Out of that total 
of 30 to 40 billion barrels, possibly the extraction rate of that is 
around 37 percent at this time, until new methods are found to 
extract it at a cheaper rate. There are 25 companies operating 
out of that field, and of course heavy oil itself depends very 
heavily on the service sector. It is not uncommon in a field of 
30 wells to see six service rigs in there doing some work on the 
wells themselves. 

I guess Husky Oil, which straddles both sides of the border 
on the Saskatchewan as well as the Alberta side, is one of our 
biggest companies there. Of course, Husky has a refinery, and 
oil comes in and then is put into asphalt, which Husky exports 
into the U.S. Mr. Minister, I guess they've had some pretty 
good contracts into the U.S., and they've kept pretty well at 
peak operating capacity. 

One of the things that has certainly been a tough one on the 
area there is the slowdown, and of course once there is a slow
down, then unemployment creeps in. We are there now -- ap
proximately 27 percent unemployment in that area. It's some
thing that people have had to accept, and of course we always 
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look down the road and say that with self-sufficiency and an 
upgrader on the horizon -- I say that again: on the horizon --
things can change and employment can really pick up again. I 
guess the vacancy in that area there as far as the service industry 
is concerned is very, very high. Service rigs that had 40 or 50 
rigs working at one time are down to five or 10 rigs working 
now. I guess the spilloff of that is that so many of the people 
have had to move away as a result of that, trained employees, 
and now when the oil sector does start coming back somewhat, 
we will find that there is difficulty in getting that experienced 
help back in there at the time. 

The other thing that I just wanted to mention, Mr. Minister, 
was the committee that was set up on the heavy oil and oil sands 
development Act. I think that my colleagues from St. Paul and 
Bonnyville will agree that it's certainly been a good committee. 
I know myself that when I was with the county system, we did 
have meetings with our ex-colleague the hon. Bud Miller, and it 
certainly brought a lot to our municipalities out there. I guess 
one of the things that basically we are all looking forward to is 
help, and I certainly hope that down the road there can be help, 
and I hope also that it can be addressed to the heavy oil field. 

Mr. Minister, I know you have been working very hard, and 
I would hope that there's no letup in that at the end of the tun
nel, if I can put it that way, that we can see some light there. So 
with that I'd just again congratulate you on the job that you've 
done, and I know that you're going to continue to do so. 

Thank you. 

MR. BRADLEY: Mr. Chairman, I too would like to commend 
our Minister of Energy for the job he's been doing during the 
last year. It's certainly been a difficult portfolio to be in, al
though he's used to being in tight and difficult places, having 
been Minister of Social Services and Community Health for 
four years, a portfolio for which I have for his handling of it 
some admiration. 

Mr. Chairman, it seems that when we get into the area of 
international marketplace commodity pricing, whether it be in 
the oil and gas industry or the grain industry, our colleagues in 
the opposition's solution -- both the Liberal bench and the NDP 
bench -- is to have an interventionist approach and that some
how intervention is either the setting of a floor price or setting a 
ceiling price as a way to handle these ups and downs of the 
world marketplace. My own personal opinion is that we have to 
operate in a world marketplace and accept those ups and downs, 
and we have to also put ourselves into place looking into the 
future in terms of policy, that we're able to be in a position to 
take advantage of the ups in the world marketplace. 

The Member for Calgary Buffalo was talking about his party 
and, I believe, his concern with profits of the international oil 
companies or the oil companies in Canada. We know the 
paranoia that the Liberals and the NDP have with regards to 
business in general. In fact, the Liberals launched a royal com
mission into price-fixing, I think, in the oil industry. They were 
concerned that the multinationals were fixing prices, and there 
was a big flap about -- I don't know. The last four or five years 
the Liberals had this big commission looking into price-fixing. 

It's interesting to note that that royal commission, when it 
did come up with its findings, didn't come up with any findings 
that there was any price-fixing. But an interesting conclusion 
they did come up with, in terms of the effect of the large oil 
companies in terms of consumer prices, was that Petro-Canada 
had had a detrimental effect on the pricing of petroleum prod
ucts to the consumers. It wasn't all the other big oil companies; 

it was Petro-Canada that had the effect. This was this royal 
commission that the Liberals and the NDP thought was going to 
find out that the multinationals were somehow gouging the con
sumers. No, it was Petro-Canada that had the effect because it 
had reduced competition in the marketplace. It had gobbled up 
many other oil companies, so it had reduced competition, and it 
was found to be the major factor in terms of having effect on the 
consumer prices, not this price-fixing fixation which my hon. 
colleagues opposite have had. So it was that creature of the 
NDP/Liberals, Petro-Canada, that has had this negative effect. 

I was reading an article here tonight, and it seemed to me 
that it fit perhaps well into the dissertations that the members for 
both Calgary Buffalo and Calgary Forest Lawn had made. And 
if I might be allowed to quote, Mr. Chairman, from Science and 
Technology Dimensions, from a fellow by the name of Webster 
Cavenee, I think it's very illuminating. He goes to say: 

Success is dangerous. Once you get into the posi
tion where everyone believes everything you say, you 
start to believe everything you say. 

I think that's fair comment on the . . . [interjections] It's fair 
comment, Mr. Chairman, perhaps for all members of the House. 

I wanted to talk about deregulating natural gas, because 
that's some area the hon. Member for Calgary Buffalo spent 
some time on and his concern about that. Certainly, there are 
challenges created when you have deregulation, but there are 
also opportunities. I think the hon. member should really be 
cognizant of the longer term opportunities which our country 
has in terms of accessing the U.S. market. I see in the future, 
and this government believes in the future, that access to the 
U.S. market is important. We could not get in there without 
deregulated natural gas, and it's going to play a very important 
part in terms of the recovery of this province, because the U.S. 
is going to require larger and larger amounts of Canadian natural 
gas in the future, and we will be in a position to take advantage 
of that when the market turns around. 

I wanted also to comment on the policies of the minister with 
regards to looking at security of supply, a policy of the govern
ment in the longer term. I think we only have to go back to the 
'70s to realize that that's going to be a very important issue. If 
we have a pickup in the international marketplace, we are going 
to have to look at our own domestic production to supply our 
requirements. Today we are importing an ever-increasing 
amount of our energy requirements, and down the road Canada 
as a nation is going to have to deal with the security-of-supply 
situation. 

The minister is right in his efforts in terms of looking at fu
ture oil sands plants. I think that's a very farsighted policy of 
this government, because the cheapest alternative in the future, I 
believe, in Canada, to our conventional oil industry, is going to 
be heavy oil and oil sands development. We have to get on with 
that job today; it's very important that we do. Particularly, em
phasis is being placed in terms of conventional production, and 
that is going to provide a lot of our production here in western 
Canada, but as that declines, it's the oil sands and the heavy oil 
which has our future. 

I wanted to speak briefly -- well, not briefly, perhaps at 
length; I'm not sure, Mr. Chairman -- on a subject which is dear 
to my heart and changes the focus of our discussions this eve
ning. I'd like to get into just a short discussion on coal, very 
important to my constituency. I think coal is very important, 
again, to the future of Alberta. When oil and gas runs out, coal 
is there as a feedstock for our petrochemical industry. We have 
vast reserves of coal. It depends on what figures you use, but 
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well over 60 percent of Canada's supply of coal is here in A l 
berta, and that's about 25 percent of Canada's total energy 
resources. So in the future coal is going to play a very impor
tant role. In my constituency, of course, we are concerned today 
as regards to what's happened in the international marketplace 
with declining prices for coal and reduction in volumes. We are 
looking at alternatives as to where we can ship our coal. 

I'd like to commend the minister and the government on the 
leadership role it has played with regards to looking at develop
ing new markets -- and in particular the emphasis has been 
placed on accessing the Ontario market -- the leadership of our 
Premier and the other western Premiers, the Premier of Ontario, 
and the Deputy Prime Minister, addressing this very important 
issue. There is a market down in Ontario. We have to be realis
tic, but we have to get in there on a cost-competitive basis. But 
I think the minister should be congratulated for his leadership 
and the leadership of his department in that area. 

I would like to see us continue, as the hon. Member for 
Calgary Forest Lawn alluded to and our minister also alluded to, 
the priorities in terms of coal research; that's very important. I 
think we have to do useful research in that area. It should be 
focused in terms of upgrading and looking at transportation 
technologies for the future so that we can reduce our freight 
rates, which is a major impediment in getting into the Ontario 
market, both for our metallurgical and for our thermal coal. Of 
course, there are advantages to Ontario because of the low sul
phur content of our coal, and I think there are national benefits 
overall if we can increase the use of western Canadian coal into 
that Ontario marketplace. 

The minister has some exciting initiatives under his office of 
coal research and technology, and he's also appointed a coal 
adviser in the name of Mr. Garnet Page, who's been very active 
in this issue on a number of fronts. I wonder if the minister 
might address it some time, the work that is being done in that 
area by his office of coal research and technology and Garnet 
Page. 

One other area which I think we have developed some exper
tise here in Alberta is with regards to pipelines and pipelining of 
coal, and I would like the minister to comment on that in terms 
of the future as a method of shipping our coal. I think we 
should seriously review that particular area. 

Of interest to my constituents is Alberta's coal policy. I un
derstand that has been under review for some time. Perhaps the 
minister may be able to comment on which direction we're 
headed with regards to that policy. I think it's needed particu
larly in the Eastern Slopes area, where we have the integrated 
management planning process and the coal policy, which tend to 
overlap in terms of development issues. The minister might ad
vise as to where that is headed. 

I've had concerns expressed to me by citizens in my riding 
with regards to our policy in terms of coal leases. Currently 
those leases tend to be automatically renewed. I'm wondering if 
the minister might consider similar provisions to those with re
gards to petroleum and natural gas leases, where a certain 
amount of development work is required to prove up your 
leases, and that leases may not be automatically renewed in the 
future but may have to go up for public bid and tender. 

And finally, Mr. Chairman, I wanted to talk briefly about 
solar and wind. I looked at the budget with great anticipation to 
see whether there would be continued funding with regards to 
the solar and wind initiative. I understand, having talked to the 
minister, that in this restraint period it's necessary to delay some 
initiatives like that in terms of the budget reduction process that 

we're looking at or the deficit control process. But I would like 
the minister to comment and perhaps give me some assurance 
that we will see this project move ahead in the future when our 
revenues are in a better picture so that we can pursue them. My 
constituents are certainly interested in that. I believe they un
derstand that in terms of deficit reduction, we may have to 
postpone that for a short period of time, I hope. 

MR. CHAIRMAN: Member for Edmonton Kingsway. 

MR. McEACHERN: Thank you. Mr. Chairman. There's a 
number of comments I want to make in reply to some of the 
things that have been said by others. I would like to point out to 
the minister that all Canadians in the New Democratic Party 
supported the floor and ceiling price and, by doing so, showed 
support not only for Canadian consumers but also for Alberta 
producers in the oil industry. In fact, Ian Waddell said some
thing along this line, and I think it makes a lot of sense -- sorry; 
I'm switching now to the gas industry, not the oil industry -- that 
without a regulated surplus of gas no Canadians, not even Al 
bertans, will have cheap gas; all of the most accessible gas will 
have gone south of the border. I think you should really think 
about that in terms of your gas policies. The concept of stable 
prices and rational development is much preferable to selling off 
at fire sale prices all our cheap natural gas. 

I wanted also to raise a point about the coal industry; in fact, 
it's a question really, although there are a couple of other related 
points. I understand the Premier is on this committee with a 
number of other Premiers. He answered in the House the other 
day -- his answer to a question the other day was that the Pre
miers were not considering a subsidy for the transportation of 
coal. And so I ask then: how are you going to get the coal from 
Alberta to Ontario if you're not prepared to subsidize it, if 
you're going to try to get it competitive with American coal 
that's just across the border? 

And the other aspect of that is: are they pursuing markets for 
thermal coal only? And if so, why are they not considering 
metallurgical coal, which is of the most importance to the towns 
that are in the greatest need, like in Grande Cache and in the 
Pincher Creek-Crowsnest area? Mr. Chairman, I wonder if the 
minister got that question. It's a very important one, and we 
would like an answer. I just hope that the minister will read the 
question tomorrow. 

There was also passed by the trust fund standing committee a 
recommendation that heritage trust fund money be used to fund 
the purchase of coal cars and to do research in new coal 
transportation technologies, and I'm wondering if the minister is 
expecting to take that recommendation to heart and actually do 
that. The reason I raise it is because while everybody -- at least 
we do and the mine workers do and a lot of other people think 
that to bum Alberta coal in Ontario makes sense. It would cre
ate some 45,000 jobs. Nonetheless, I see that the coal research 
office has been cut in its budget from some $9.7 million to $4.7 
million, and so I'm wondering if the minister is intending to get 
some extra money from the heritage trust fund to make that a 
viable project. 

Now, there's a number of other areas I want to spend a few 
minutes on, but first I'd like to ask some questions about Bill 
18. You may recall last summer we gave the minister quite a 
bad time for passing a Bil l that just gave him a blank cheque to 
give away our nonrenewable resource revenues, and I guess I'd 
like to know just how much he did give away. I know that my 
colleague from Calgary Forest Lawn gave some figures that he 
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thinks probably reflect the picture for last year. But considering 
that you've been giving away a lot of money in ALPEP back in 
the late '70s and early '80s and then another $4.5 billion offered 
in the '82 election, then again the royalty reductions that you 
promised on June 24, 1985, and then on top of that the latest 
reductions, April and June of last year as well as October of last 
year, just how many dollars have you given away in nonrenew
able resource revenues? 

I'd like to suggest that with the kind of deregulation policy 
you're running, you're in danger of continuing to pour good 
money after bad into a losing industry. It's not to say that the 
oil industry isn't important and that you couldn't make it a win
ning industry, but at this stage of the game it certainly is not. 
You deregulated at totally the wrong time, as you admitted 
yourself, in the deregulation of the oil industry. It leaves us to
tally at the whims of OPEC, and I can't see how the minister 
can stand there and say that he is prepared to fight Manitoba and 
Ontario, who are merely trying to do like any government would 
do and protect its own people. I'm not saying you shouldn't 
fight them, but you seem to be prepared to fight them and yet 
you're prepared to leave us totally at the whims of OPEC, which 
is foreign governments that are that much further and less re
lated to us and less interested in us and care less about us. At 
least some people in Ontario and Manitoba are prepared to care 
about us. The New Democrats were prepared to support the 
idea of a floor price and a ceiling price to help the industry and 
to help consumers across this country, and yet you say you're 
prepared to fight them, but you're not prepared to fight OPEC or 
to do something that would stop OPEC from totally dominating 
our oil economy. [interjections] Well, it is a rather strange 
paradox, Mr. Minister. 

The government then has relied too much on oil and gas 
revenues. In the 1985-86 period we had over $5 billion in reve
nue from the oil industry. In 1986-87 we're faced with less than 
$2 billion in oil revenues. Now, I wonder why that happens. 
Could it be that the government's policies of diversification 
have failed, that you haven't been able to do it? I just gave you 
the reason a minute ago, if you think about it. The amount of 
money that this government has put into diversification, into 
industries other than oil, has been puny by comparison to the 
amount of money they've put back into oil, and that's true. 
[interjections] Well, can you tell me any industries that have 
had the kind of injections . . . 

MR. CHAIRMAN: Order please. Will the hon. member please 
use the customary parliamentary process of addressing the Chair 
instead of the term "you." 

MR. McEACHERN: Yes, Mr. Chairman. I guess I was getting 
a lot of address from straight across, and so I was replying. 

MR. CHAIRMAN: Correction. An observation has been made 
that perhaps you were addressing the Chair. However, I don't 
think that's correct. 

MR. McEACHERN: That's okay; I agree. 
In any case, the amount of money that the government was 

prepared to put into other industries has been very, very small 
compared to the amount of money they've put into the oil in
dustry. I think of ALPEP. I just said $5 billion in the late '70s, 
early '80s; another $5.4 billion over four years . . . 

MR. DAY: On a point of order, Mr. Chairman. 

MR. CHAIRMAN: Order. Member for Red Deer North. 

MR. DAY: Mr. Chairman, being somewhat unfamiliar with the 
procedure when a member opposite invites us if we can tell him 
something, I have about 12 pages on diversification. Would I be 
able to read it to him at this time? 

MR. CHAIRMAN: Order please. Not a point of order. Mem
ber for Edmonton Kingsway. 

MR. McEACHERN: You aren't the only one that has ideas 
about diversification. You might listen to mine. You haven't 
heard what I've got to say yet. I will tell you what I have to say. 

In the agricultural processing area the government has tried 
to do some diversification. They've tried to get involved in ir
rigation. In the oil industry they've had Syncrude projects; 
they've set up AOSTRA to develop the oil sands research tech
nologies; they've tried to get involved in the petrochemical in
dustry. Now, that's basically diversification of the major in
dustries, and I'm not knocking it. It's not a bad idea; it's had 
some success. However, when I mentioned the petrochemical 
industry, I'd like to stop at that point for a minute. 

Mr. Chairman, it would be a lot easier to talk if some people 
were listening and not quite so many talking. 

MR. CHAIRMAN: Order. Order please. As hon. members are 
well aware, every member of this House has the right to speak 
and the right to be heard. Whether he's understood is a matter 
of personal preference. Hon. Member for Edmonton Kingsway. 

MR. McEACHERN: I think they'd understand all right if they 
would only listen. 

In terms of the petrochemical industry -- and the Member for 
Red Deer North was bragging about the Joffre plant. Now, I'm 
not saying that another petrochemical plant is such a bad idea, 
but it's not necessarily such a great idea either. Consider . . . 
[interjections] Now listen. Listen. Petrochemical -- let me ex
plain. The petrochemical industries are very, very expensive for 
the amount of job creation. They may create quite a few jobs 
when the plant is going up, but they are very, very high tech, 
and once they're built, there are very few jobs there. Further
more, we seem to have to give them very, very cheap 
feedstocks, so we don't get the price for the natural gas that 
we're giving them. 

The market for petrochemicals is already well saturated, and 
we're a long way from those markets in eastern United States 
and eastern Canada, and in fact we don't carry the manufactur
ing process nearly far enough. We produce plastic sheets, 
polyethylene, but if we're going to have the plants, why don't 
we take it to the point of building furniture or something? Plas
tics can be used for more then just building sheets of plastic. 

And so the development end of the petrochemical industry 
has been dubious, at best, in terms of a real diversification. 
Now I know that the government has tried hard to get into some 
other areas, things like tourism, medical research, high tech. I 
applaud those initial moves in most cases, but what you've got 
to realize is that they are just starting, that it's something that's 
only happened in the last few years, that almost all the emphasis 
for the last 10 years has been on oil. Our economic develop
ment has been totally dwarfed by oil. Oil is in a disastrous posi
tion right now. 

Then the Treasurer, who doesn't want to listen, sits there not 



March 24, 1987 ALBERTA HANSARD 333 

listening, but he brought in a budget the other day which is on 
the verge of killing a lot of those diversification efforts. I think 
he should really stop and think about that. If you take another 
billion dollars out of the economy just at a time when a lot of 
new industries are trying to get started, when you are trying to 
diversify the economy, then you are asking to kill those in
dustries, and we may in fact stay in a certain amount of eco
nomic trouble for a long time yet. 

I think the government has to consider that when they con
tinue to put money into the oil industry, they may be, as I said, 
throwing good money after bad. I'd like to remind you that the 
gas and oil resources of this province belong to the people of 
this province and not to the multinational oil companies, and I 
think you have to stop and think about your policies with that 
basic idea in mind. 

The Member for Red Deer North suggested that energy was 
a high priority, and yet the budget for the minister's department 
is down from $111 million to $78 million for the coming year, 
so it doesn't sound like a great priority to me. And the Member 
for Pincher Creek-Crowsnest said we would just have to live 
with the world price fluctuations, that we on this side of the 
House would like to interfere in the economy and you don't. 
That's not true. You interfere in the economy just as much as 
anybody does, and it's just a matter of on whose behalf do you 
interfere. And basically, the government has interfered on be
half of the multinationals and has ignored the basic needs of the 
people of Alberta. 

You know, you say you need to live with the market condi
tions, but what's wrong with terms like security of supply? 
What's wrong with terms like national self-sufficiency? What's 
wrong with the idea of having a stable economy instead of the 
boom-bust economy that this government has perpetuated on 

us? 
Mr. Chairman, I move that we adjourn debate. 

MR. CHAIRMAN: Hon. Government House Leader. 

MR. CRAWFORD: Mr. Chairman, I move that the committee 
rise, report progress, and ask leave to sit again. 

[Motion carried] 

[Mr. Speaker in the Chair] 

MR. GOGO: Mr. Speaker, the Committee of Supply has had 
under consideration certain resolutions, reports progress thereon, 
and requests leave to sit again. 

MR. SPEAKER: Having heard the report, does the Assembly 
agree? 

HON. MEMBERS: Agreed. 

MR. CRAWFORD: Mr. Speaker, tomorrow's business will be 
second readings of the interim supply Bills 24, 25, and 26, and if 
there's time, second reading of Bil l 8, and if there's time after 
that, the resumption of the debate on the budget, Resolution 6. 

MR. SPEAKER: And if there's time after that? 

MR. CRAWFORD: Well, I'm out of time now, Mr. Speaker. 

[At 10:34 p.m. the House adjourned to Wednesday at 2:30 p.m.] 
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