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CHANGES SOUGHT
TO LEGISLATION
THAT ‘SUPPRESSES
EXPLORATION

By Rob Antle
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Ramform Viking/Photo Petroleum Geo-Services

While Ottawa is aware of
those worries, federal officials
have not committed to the
legislative changes necessary to
address them. Meanwhile, the company which owns the
sole Canadian-flagged seismic vessel — the target of many
industry complaints —is vehemently opposed to any changes,
calling such potential action “completely unfair” and laying
out a laundry list of grievances (see related sidebar, page
NR22.) Back in Atlantic Canada, the industry and provincial
governments continue to fret about lost opportunities.

The concerns of Newfoundland and Labrador’s Crown-
owned Nalcor Energy — Oil and Gas Inc. are representative of
the industry’s standpoint.

“Canada is at a distinct disadvantage in attracting offshore
exploration investment due to the limited availability of high
quality seismic data,” Nalcor Oil and Gas vice-president
James Keating wrote in a Feb. 26, 2010, letter to the Canadian

is a piece of legislation aimed at supporting the domestic
shipping industry. But those involved in the local oil patch

ay the Coasting Trade Act has unfairly hindered seismic
work crucial to building the foundation for further exploration,
and potential development, off Canada’s East Coast.
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Transportation Agency (CTA), which oversees the Coasting
Trade Act.

“The intent of the Coasting Trade process is to protect
Canadian interests. We believe that in the case of the
importation of foreign seismic vessels, the process is
inadvertently working against Canadian interests by
reducing our global competitiveness in exploration. If there
was a readily available, sizeable fleet of Canadian-flagged
seismic vessels, the impact of the Coasting Trade process
would be somewhat mitigated as operating companies and
non-exclusive seismic vendors would have a significant
choice in selecting suitable Canadian-flagged vessels. This
is clearly not the case — there is presently one Canadian-
flagged seismic vessel in the world compared to a global fleet
of approximately 100 seismic vessels.”

In late June, Nalcor officials indicated they plan to carry
out a $6-million 2-D seismic program in partnership with a
Norwegian seismic research company next year.
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The Coasting Trade Act supports domestic marine interests by
giving priority to Canadian-flagged vessels for work in Canadian
waters. There are only limited exemptions.

But East Coast industry players say the rules don’t make sense
when applied to offshore seismic work.

“It’s my belief, as the minister, that the Coasting Trade Act
suppresses seismic and exploration activity because of the
requirements to have a Canadian-registered vessel do the work,”
Newfoundland and Labrador Natural Resources Minister Shawn
Skinner said.

Those concerns are echoed by the Newfoundland and Labrador
Oil and Gas Industries Association. NOIA is the country’s largest
offshore petroleum association, representing 500 members in
Atlantic Canada and worldwide. The association has been sharply
critical of the company which owns the sole Canadian-flagged
seismic ship.

Speculative seismic work is “all but non-existent in Canada’s
offshore,” NOIA president and CEO Bob Cadigan wrote in a Feb.
19, 2010, letter to the CTA. Such speculative data is collected at
the seismic company’s cost and offered for sale to oil and gas
companies. But current legislation, Cadigan noted, requires
international seismic companies to apply for permission to
operate in Canadian waters.

“International seismic companies are being challenged and
blocked by a single Canadian seismic company that has one
Canadian-flagged seismic vessel,” Cadigan wrote. “This company
is using the current legislation to retain a monopoly in Canada
and as a result directly hinders the growth in the offshore oil

1400 strong.

and gas sector. It is industry’s view that the recent year over year
decline of offshore seismic programs is directly attributable to the
Coasting Trade Act regulatory barriers. This was not the original
intent of the Coasting Trade Act.”

In an interview, Cadigan pointed to a jurisdiction without those
hurdles — Greenland, where an “extreme amount” of publicly-
available seismic work was done by the national oil company
Nunaoil and a seismic provider. “So any potential explorer had
a wealth of seismic data that they could take, they could process,
they could interpret and they could make decisions about whether
or not they’d want to invest in an exploration agreement.”

In Canada, according to Cadigan, the Coasting Trade Act
actually discourages the collection of spec seismic. He said vessels
transiting Newfoundland waters on their voyages between the
Gulf of Mexico and the North Sea could, for example, simply grab
data on their way, and offer it for sale to anybody who wants to buy
it. But the lengthy approval process means that isn’t happening.

The problems began a decade ago, with the flagging of the
only seismic vessel to fly the Maple Leaf, according to Kim
Himmelman, manager of regulatory innovation with the
Nova Scotia Department of Energy. The result? Project delays,
restrictions on competition, increased costs, and quality concerns.

“In many cases, particularly with the more sophisticated 3-D
seismic, they have very specific technical requirements they want
in a vessel,” Himmelman said. “And if that vessel is prevented
from entering Canada because there is potentially another
vessel available, it really inhibits the ability of the person who’s

procuring the seismic to control the quality of it.”
cont'd p. 23
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Geophysical Service Incorporated owns the only Canadian-flagged seismic vessel, M/V GSI Admiral (pictured below left and right), and the Panamanian-flagged M/V GSI Pacific
(pictured top left). Submitted photos

‘BITING THE HANDS THAT FEED THEM’

CANADIAN SEISMIC FIRM OUTRAGED BY INDUSTRY, GOVERNMENT ACTIONS

THE OWNER OF THE SOLE CANADIAN-FLAGGED SEISMIC VESSEL Dunderdale in 2010. Dunderdale told an industry conference in St.
says government and industry calls to exempt such work from John's last June the province is seeking to change the way speculative
domestic shipping rules are wrong. seismic information is released after a 10-year confidentiality period
“My position is that either the Coasting Trade Act should be — from paper files to digital ones. “Technology has advanced to
scrapped completely or it should be embraced,” said Paul such a degree that releasing it in that kind of a format now
Einarsson, chairman and COO of Geophysical Service is not useful to companies,” Dunderdale told reporters,
Incorporated (GSI). “To go after one industry in the according to a report published in the St. John'’s Telegram.
Coasting Trade Act, to try and exclude and cut that out “We have to n}ake advances in technology to keep up
of it, while leaving all of the other ships — such as tugs, with the rest of the world.” GSI reacted by cancelling a
bulk carriers, cruise ships, you name it, still underneath planned $ro-million seismic survey off the East Coast,
the Coasting Trade Act — is picking winners and losers with Einarsson comparing Newfoundland politicians to
and is completely unfair.” The Calgary-based company Mao and Lenin.
owns the seismic vessel M/V GSI Admiral, whose port Einarsson says it’s unconscionable for the government
of registry is Halifax. “Th ey're to be permitted to take seismic data — raw field tapes and
For Einarsson, it comes down to a simple question: . Y processed product — and release itinto the public domain
“Do we want to protect Canadian shipping and have trylng to steal after 10 years, to anybody who wants it. “The government
, or d t to out: 11 hipping t just doesn’t take thi ithout tion,” he said.
e ey o s Al DT gl data et ks bt ompnsion s
In fact, Einarsson has issues with the domestic from me right land, they pay you something for it.”
shipping rules even being the subject of a magazine now Th e Meanwhile, Einarsson said, GSI is also in Federal
article. “I'm a little concerned that it's driven by our ° Y Court fighting the National Energy Board, which
comp(eititors and some of the people that are antagonistic have a Vested regulates Arctic Watelrls,h on a1 siénﬂar issue. (Nova
towards our company.” . . . Scotia’s attorney general has applied as an intervener in
That said, Einarsson lays out grievances that go Interest In tr)""g that case.)

beyond industry and provincial efforts to have seismic g destroy our GSI is already being hurt by the potential changes,
work exempted from Coasting Trade Act regulations. . » Einarsson said, with customers not licensing the
He accuses the Newfoundland and Labrador business. company’s data because they believe governments are

government of “socialism at its very ugliest” for what
he calls an “unprecedented confiscation of private

soon going to give the information away at no charge.

Paul Einarsson “We're seeing a big impact already.” GSI, he noted,

CHAIRMAN & COO

property” — namely, the raw seismic information his sl has been acquiring data since the 1970s, with surveys
company has invested in acquiring over the years. including Hibernia and Sable Island.

“They’re trying to steal all my data from me right now. They have a “We do all this for free. It’s a fantastic gift to the province, and
vested interest in trying to destroy our business.” it’s a very good system that’s worked well for them. We’ve invested

At issue is the Newfoundland and Labrador offshore regulator’s millions and millions of dollars of data to promote the offshore. And
requirement that GSI submit a copy of its seismic data, and what later what they’re doing is just killing us.” He says GSI needs licensing fees
happens to it. from older data to acquire new data, and continue to reinvest.

Einarsson had a public spat on the issue with Newfoundland and “What these people are (doing) is biting the hands that feed them.”
Labrador’s then-natural resources minister (and now premier) Kathy — Rob Antle
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“... | understand the reason for it. It’s the application to seismic vessels
and mobile offshore drilling units that really is the problem.”

Kim Himmelman

MANAGER OF REGULATORY INNOVATION, NOVA SCOTIA DEPARTMENT OF ENERGY

Himmelman noted that the application
of Coasting Trade rules has coincided
with a dramatic reduction in the level of
speculative seismic, in particular, since
2001.

Efforts to address the issue date back
as far as 2004, she noted. At the time,
the Atlantic Energy Roundtable (a group
comprised of provincial governments,
federal departments and offshore
petroleum industry reps) convened to
discuss a suite of issues. Himmelman
said the group was very successful in
addressing a number of them. But not the
Coasting Trade Act.

In late 2009 and early 2010,
the Canadian Transportation Agency
reviewed potential modifications to the
guidelines respecting Coasting Trade
licence applications. A wide swath of East
Coast oil industry players wrote CTA
expressing their concerns. But according
to Himmelman, there have been no

industry-friendly changes since the issue
was first broached with Ottawa seven
years ago.

Which begs the simple question: why
not?

“I don’t know if I have the answer to
that,” Himmelman acknowledged. “It’s
a complicated issue. It’s a trade-related
issue, and I understand the Coasting
Trade Act is in place to provide protection
to Canadian companies that are engaged
in the transportation of goods between
Canadian ports, and [ understand the
reason for it. It’s the application to seismic
vessels and mobile offshore drilling units
that really is the problem.”

There are two potential solutions, she
said. The first, and preferred, option
would be to simply exempt large seismic
vessels and mobile offshore drilling
units from Coasting Trade requirements.
The second would be to foster a closer
working relationship between the CTA

and the offshore petroleum boards in
determining suitability of a vessel for the
work, to hopefully speed up the process.

Federal officials indicated they are
aware of industry concerns.

Removing  Coasting Trade Act
requirements from seismic vessels does
not actually fall under the jurisdiction
of the Canadian Transportation Agency,
according to CTA spokesman Alexandre
Robertson. Robertson steered inquiries
over to Transport Canada.

Officials there acknowledge receiving a
number of representations on the issue in
recent years, including:

« proposals in late 2008 and early
2009 by the Canadian Association
of Petroleum Producers (CAPP) to
enact regulations exempting certain
offshore activities from the act;

« a February 2009 meeting with the
Oil and Gas Administration Advisory
Council, which outlined its views on

Industrial Specialties

Composite Pipe Repair

Scaffolding and Access

UHP Water Jetting Coatings
Removal and Water Blasting

High Energy Vacuuming Services

Confined Space Vessel Cleaning

Norm Management & Containment

WWW.Crosbiegroup.com

7~
CROSBIE SALAMIS LIMITED

P.0. Box 398, St. John's, NL, Canada A1C 5J9  Telephone: 709-722-5377 « Facsimile: 709-722-3452

Specialized Cleaning Industrial Rope Access
Composite Pipe Repair
Radiation Safety Officer
Level one First Responder
Industrial Rope Access
Safehouse Inflatable Habitat

Online extras: naturalresourcesmagazine.com | NR23



“It is industry’s view that the recent year over year decline of offshore seismic programs
is directly attributable to the Coasting Trade Act regulatory barriers.”

the application of the Coasting Trade
Act on seismic activities.

. an April 2010 meeting with a
Norwegian geological company on

the issue.

In 2009, Transport Canada did
carry out what it calls a “broad
interdepartmental  assessment”  of

Canada’s Coasting Trade regime “to
examine issues of concern that could
potentially be solved within the existing

framework,” according to spokeswoman
Melanie Quesnel.
But that review concluded there

is no administrative or regulatory
option that would address the concerns
of the offshore industry, Quesnel
noted. Instead, the only option to exclude
the seismic vessels from the act is
through a legislative amendment.
Quesnel said industry concerns are
currently being “carefully considered”
by the department. Those comments

Bob Cadigan
PRESIDENT AND CEO, NOIA
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“will help define whether potential
improvements could be made, via
legislative amendments, to the Coasting
Trade Act.”

She indicated, however, there is no
time frame for any decision to be made.
“(Transport Canada) will continue to
work with interested parties to find
the best option to address this issue to
maximize benefits for Canadians and
the offshore industry,” Quesnel noted.

“(Transport Canada) understands
the important economic contribution
that the offshore industry makes to the
Canadian economy and is also aware of
the challenges that certain proponents
have experienced in obtaining a Coasting
Trade licence for proposed seismic
activities in eastern Canadian waters.”

But for now, the status quo remains in
effect.

Newfoundland and Labrador Natural
Resources Minister Shawn Skinner

What We Do Matters.

believes the feds are “acutely aware” of
industry and provincial concerns. But
he does not think that will necessarily
translate into action.

“I have to be honest with you — I
don’t get any sense theyre prepared
to do anything about it at this point,”
Skinner said. “We keep pressing, we
keep advocating, we keep explaining
why we believe it’s a deterrent, but I've
not been given any sense that the federal
government is considering changing
anything at this point.”

Meanwhile, Nova Scotia’s Himmelman
said any changes, if implemented,
could provide “a very attractive boost
for the industry.” Nova Scotia recently
wrapped up its $15-million Play Fairway
initiative to promote local hydrocarbon
prospectivity. Interested industry players
will want to validate that data — most
likely, Himmelman noted, with their own
spec seismic work. | NrRm

The Cahill Group of Companies is a leading multi-disciplinary construction company. The Cahill Group is actively involved
in the oil and gas, mining, power generation, water treatment and institutional markets and employs over 200 full time
staff with a peak workforce in excess of 1,200 trades people.
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Thanks to its loyal and dedicated workforce, Cahill was named one of Canada's 50 Best managed
companies for the fifth consecutive year in February 2011. Canada's 50 Best Managed Companies
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