Mr. Bill Hunter
Chairman - Royalty Review Panel
Fax (403) 297 -5238

Re: Oil Sands Royalties
My Submission and Attached News Reports

Dear Mr. Hunter

[ am sending along copies of two news articles in today's Edmonton Journal.

In the first, Mark Nelson of Chevron responds to my suggestion thal oil sands royalties in
Alberta should be bench marked against high cost - high risk deep water oil in the Gulf of
Mexico. He claims that the total "government take" of about 50% is comparable between the
two. In order to get the "government take" to 50% in the Alberta oil sands he has to include:
royalties, provincial income tax, federal income tax and property taxes. He is not comparing
apples to apples. The only valid comparison is royalties to royalties. For example, he includes
property tax as "government take" without making any allowance for the fact that the
municipality is spending all of its industrial tax revenues to meet the infrastructure needs of his
industry. He is getting all his property taxes back in the form of municipal infrastructure.

That is why I am forwarding the second article. The M.D. of Wood Buffalo is going
broke servicing the oil sands industry. And the province is spending all of its income
tax revenue from these projects on highway and other improvements to service Fort

McMurray. In fact, the oil sands developments are being subsidized out of provincial
tax revenues.

Fred McDougall
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Albertﬁ a]sostands esut for not yet in-
creasing the public share of revenues
frorn provincial vesourtas as oil and nat-
rices rose singe 2002, he said.

ergyprines climbed over the past five
years, Melson said as he showed the
pane} international financial research,

Chigvridn operates in 108 countries and
shops al‘ountl the globe for develop-
ment targets, he reported. As a wholly
owned dubsidiary of the interiational
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_ torsinfluencing industry ai tivity into

aceslint when deciding ne: ¢ steps on
royaliies, Nelsonurged.

Inthe oflsands, Whete Eliew ToitCana-
daowns 20 per cent of the i tiathmoth
Atlabasca gﬂ Sands Project and 730
squar&]ﬁltsmeﬁ'eq of new bin iniet leas-
esin the EllsRiver regiofn w ast of Fort
MeMurzay, he'described the resources
as expensive and dlfﬁcuftbw vorid stan-
dards. B

“The fiscal régiine for oilsz fids alone
‘has the patential for a significant impact
on investtnetit plans,” says a written
Chevibn submission to the uyalty in-
quiry.

“Any royalty changes cannot be con-
sldemdmlaolanon of other cl angesand
uncertainties.” = <

Chevron pointed to recerit federal can-
cellarion of an oflsarids corporate tax
break, emereing controls ongreen-
at ng fabour
and mateitals costs;’ proviticial
land use andwaterndanﬂgen efitplans,
: é\&mdzcta}ﬁle energy prices andun-
favoutable e ansHE it bt

. the Canadian dollar., :
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‘duction revenue to more than 50 per
cent from about ofie-third.

! But-effects'of such increases should
dlso be lessons to Alberta, Nelson sug-
gpsted British tax hikes led to sharp
dropsirtéil investment, drilling and em-
f.\loymeﬂt in 2002 and th1s year he |

_ " policiesthe
nthe North Sea, th&Bntlshrazsedthe -
government share ofoil and gaspro--

. adding that pr
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1emmpanym]lstaymﬂu pmvime
and adapt towhatever royalt j or other
thmceehacts Nelson told
repotters. “Chevion is ¢om hitted to
Canada and Alberta”
But the pace of the co m‘pany sprojects
remaing to be- determmed be said,
vork Somybe

developmerit decisions rem un years
away
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Wood Buffalo already over lim
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Albert's Biggest municipality, with the mﬂé’!’s '
. secondl-Jargestoil reserves, also has the provinee's
fighest debt ratio.

‘MelissaBlake, mayor of’fhe Regional Munici tfllt;

.1ty0f Wwd Buffalc;a inthe nef&reasmpmer of
Provie dtbhed s proliey
Alberta Blmmﬁonfarmt:e

‘faces the stirniil#is of enormbus éapital spendu:[g ;
g‘fs bﬂh%n t& ‘El1éfbﬁlmn a yﬁarl;l:ser the next-
fiveyeats, The laglo beenaima-
jor problern, Blakesailglmmpmg
nextorigstars s e
Growthis unning so farahead ofresudennalmn—
struction that the average rent on a two-bedroom
apartment néw is $1,717 a month — about dou-

‘ble the Edmontan level.
- The municipa]:ity-need_s $831 million for infra-
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_ment and distribistion; awhater tréatment,
. sewers, toads, lan ‘c’:é-facj]itim;

- Unifortunately, the thitinicipality's debthias surged

pasmsallowa ledimit,
Intetrospect, Blake said, ‘orvward thinkinginithe
1990s could have cxeate ahnd-b% ::in‘ate-
| prmentland onito

ceut ameeded forecasts ot erthe
10years the: mpulatlan of’Fort Mc~
est. c:entr. in Wood Buffalo has

Wood Buffalo’s problems. '
Blake was the keynote | peakerat the P&lbena
Bloom Conference, hoste 1 By Statistics Caniada,
which drew 200 de]egate g r.‘a rhe Coast Edmon-
ton PlazaHotel, e i




