
The BCLiberals are in power now because they presented
an economic vision based on the exploitation and export
of natural gas to Asia. The scheme was based on inflated

estimates of the gas reserves available, the selling price of the gas,
and the royalties and taxes that would accrue to the government,
according to a report by well-known geological, and oil and gas
consultantDavid Hughes. Capital costs, water requirements, land
disturbance and, most significantly, greenhouse gas emissions
were egregiously underestimated. International competition and
market realities were ignored, says Cortes Islander Hughes.

A Fracked Gas ‘Ponzi Scheme’
Unlike conventional wells, ‘fracked’ gas requires continued
drilling to maintain constant production quantities, since the
production of each well declines by a total of 60-70% in its first
three years, and the gas fields themselves may further decline
15-23% annually. Thus the provincial government is in the
position of promoting an industry to sell a contracted (and
possibly increasing) volume of gas to Asia based on a continually
decreasing longterm supply. To maintain production, it requires
continuing fresh capital investment.

British Columbians have not been told this by the BCLiberals
or the NDP.

The Hughes Report
Two years later, Hughes has set out the figures, in a report
published by Canadian Centre for Policy Alternative’s BC office.
He says that the provincial government has inflated by a factor of
six the estimates of the natural gas in northeast BC that might
actually be available for export as LNG. He faults the National
Energy Board for failing to honour its mandate to consider
Canada’s domestic gas needs first, before approving any exports.

Hughes estimates the number of wells which would have to
be drilled to maintain gas production sufficient to supply the
government’s projected exports to 2040, even assuming that
adequate reserves were present. He estimates the amount of
water and sand which would be needed for the fracturing. He
estimates the amount of land which would be disturbed for
wellheads, roads, pipelines, and facilities; the environmental
impact on northeast BC. 

Some idea of the scale involved can be gained from his
estimate that the number of new wells needed from 2015 to
2040 is between double and triple the number of wells drilled

in BC between 1954 and
2015.

Approximately 20% of the
marketable gas produced is
consumed in the LNG supply
chain before delivery to the
end user, Hughes says. This
includes natural gas
processing, pipeline
transport, liquefaction,
tanker and rail transport,
regasification, and
powerplant operations. All of
these, of course, contribute to
greenhouse gases.

As for royalties and
corporate income taxes
(which the BCLiberals
claimed would amount to
$100 billion) the provincial government now appears to have
reached an agreement with a leading LNG proponent to defer
payment of royalties until their capital costs are covered by profits. 

The government has, more recently, agreed to cut the royalty
rate in half, without obtaining any commitment from any
proponent. 

The federal government has agreed to apply accelerated capital
cost allowances to corporate income tax payable, which produces
a similar effect. 

Combined with recent reductions in the Asian market price of
natural gas, any significant profits are now extremely unlikely,
and neither royalties or income tax will result in any significant
government revenues.

Finally, Hughes puts to rest the government claim that the
substitution of BC’s natural gas for coal-burning electricity
generation in China would reduce the world’s greenhouse gas
emissions. In fact, says Hughes, emissions of CO2 from the
various stages in the transportation of gas to Asia, added to the
methane emissions from the wellhead and leakage, resulted in
no significant advantage to LNG use and, in some cases,there
was less GHG emission from burning Chinese coal.0
See the report at www.policyalternatives.ca.
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BC LNG: the actual story - Patrick Brown From Hughes’
Report:

‘By any measure, the LNG
exports planned by the BC
government are extremely
aggressive, and they are based
on tenuous assumptions of
available gas resources and
the ability of the industry to
ramp up and sustain
production at the levels
required. They also raise
serious questions for long-
term Canadian energy
security, as any supply
shortfalls once LNG terminals
are built and export volumes
committed would have to be
made up by imports.’


