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OUTLINE

Security for mines

Vv what & why
v/ when taxpayers have paid

What’s legally required in BC?
v the good & the bad

Spotlight on Quinsam Coal Mine
v a warning for Raven Coal
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Security Is a type of guarantee given by the mine
company to government (aka financial assurance, bond)

Purpose:
To ensure of
are borne
by the mine company rather than
by government and the public purse

Security instrument = the form of guarantee:
Hard Security (e.g. cash deposit, letters of credit)
Soft Security (e.g. corporate guarantee, financial test)


Presenter
Presentation Notes
Security ≈ damage deposit


Do we really need
securities for mines?




Costs paid by taxpayers to remediate mines
in North America

$ 436 million

~$ 400 million Evidence suggests

YES!

Millions ($) There needs to be
strong financial

. securities for mines.
>$ 195 million

$ 33 million
>$ 70 million

$ 6 million
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Presenter
Presentation Notes
Mt. Washington Mine & Britannia Mine – operated before security requirements were in place in BC.
The provincial government secured $30 million from previous owners and operators at the Britannia Mine in exchange for a provincial guarantee that they would not be held liable for future issues with the site.
At Britannia, EPCOR will operate a water treatment plant for 20 years at the cost of $27.2 million (under a private-public partnership).
Union Mine (near Grand Forks): $5,000 bond; $995,000 paid by taxpayers (early 1990’s).


Mt. Washington Mine - 4 decades later
Taxpayers pay $6 million for environmental clean-up costs
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Presenter
Presentation Notes
Between 1988 and 1992, the provincial government paid $1.5 million for remediation.
In 2008, the provincial government paid an additional $4.5 million for remediation.
Picture taken by Maya Stano in September 2010: Shows bituminous liner installed over former pit (the main source copper loading)


What is legally required in BC?

Today, securities are generally required for BC mines
(but still not a mandatory legal requirement)

Security can cover broad range of costs
In BC, costs may include:
$ mine reclamation
$ protection of watercourses
$ protection of cultural heritage resources
$ carrying out mine permit conditions, orders & directions

Policy (but not law) requires 100% security for sites
needing long-term ARD treatment

Recent increases In securities for coal mines
(but increases not triggered by law)


Presenter
Presentation Notes
Security can cover broad range of costs: Mines Act, RSBC 1996, c.293, ss.10(4), (5).
Policy for 100% security at mines with ARD: “Guide to Processing A Mine Project Application Under The British Columbia Mines Act” Mining and Minerals Division, BC Ministry of Energy, Mines and Petroleum Resources, January 2009 at 17.


What 1s legally required in BC?

Security does not cover:
- off-site contamination & damage to buildings from blasting
- environmental impacts from mine truck traffic
- unexpected occurrences (e.g. spills)
- government administrative costs

No higher securities for mines using cyanide or
other toxic chemicals

Significant discretion with respect to:
- which costs must be covered
- acceptable security instrument
- reducing security for wealthy companies
Results in lower estimated reclamation costs

Inadequate progressive reclamation


Presenter
Presentation Notes
Traffic: Many associated costs including CO2, increased accidents, highway repair costs, etc.
Admin costs: Covered in Colorado, Idaho, Washington 
Cyanide: Oregon, Washington, California, South Dakota all require additional security for sites using cyanide or other toxic chemicals
Significant Discretion: 
Concern re high discretion: A review of financial securities required in the United States revealed that the lowest estimated reclamation costs existed in those states and on federal land where the statutes and regulations were general and limited in scope and the regulators were afforded substantial discretion as to their interpretation and application.
> Costs “may” include mine reclamation, protection of watercourses and cultural heritage resources  not mandatory
>The ultimate decision on what constitutes an acceptable security instrument is left to the discretion of the chief inspector – Auditor General recently recognized the “questionable practice” of allowing charges on equipment and buildings to be accepted as security regardless of the fact that these would depreciate over time (Gibraltar Mine)
> No mandated consideration of company’s past environmental performance
> Less than full financial security acceptable where company’s  wealth  greatly  exceeds  the  liability  of  the  mine  site  and  the company is considered a low risk to default – this is a concern where an owner/operator that (1) no longer exists, (2) is judgment proof, (3) has left the province and taken all assets with it, (4) has left inadequate security, or (5) has left a damaged or contaminated property that is worth  less than the costs of clean-up 
> Legal provision allows for flexibility on whether or not financial security must be posted (absolutely mandatory in other jurisdictions like Colorado).


source = Chief Inspector of Mines 2008 annual report
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Presenter
Presentation Notes
Acknowledge that land disturbance increase is partially due to increasing mine operations – but the fact that disturbance continues to increase much faster than reclamation suggests that progressive reclamation is not being adequately completed at mines sites in the Province. Indicates increasing risk to taxpayers.



What is legally required in BC?

Confidential reclamation estimates
Inflation adjustments not mandatory
No victim compensation scheme
Insufficient amounts

Infrequent reviews


Presenter
Presentation Notes
Confidentiality: 
Mine Permit holder must submit an “estimate of the total expected costs of outstanding reclamation obligations over the planned life of the mine, including the costs of long term monitoring and maintenance”. 
But, Chief Inspector has discretion to approve the filing of this information as a separate confidential report.
 As such, the public is unable to evaluate whether the cost estimate is reasonable and adequate to cover all necessary site remediation activities
Inflation adjustments: some permits contain this provision while others don’t
Inadequate Frequency
Recommended every 5 years, but evidence does not support this
Other jurisdictions require reviews annually or every 2 years (Washington, Montana)
No victim compensation scheme
Examples of Pollution Victim Compensation Scheme:
US Surface Mining Control and Reclamation Act of 1977
Canada Shipping Act
Japan 1973 Law for the Compensation of Pollution-Related Health Injury
What could be lost at Raven?
Baynes Sound downhill from the proposed project has the largest shellfish aquaculture industry in the province  a $22 million dollar a year industry, employing more than 500 people
Tourism
Cathedral Grove (truck vibrations) 
Health concerns from coal dust and potential contaminated drinking water (shallow groundwater wells)
Insufficient reviews & inadequate quantities  see next slides
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“IS]ecurity now being taken
under the Mines Act IS
Inadequate to remediate the
known mines sites in BC where
contamination exists.”

- BC Auditor General, 2003.


Presenter
Presentation Notes
Auditor General of British Columbia, “2002/2003 Report 5: Managing Contaminated Sites on Provincial Lands “  (Victoria, 2003) at 43.


Unsecured liabilities for mines in BC

(excludes abandoned mines)

® Total Security for BC mines  Net liabilities for BC mines = Difference - What taxpayers pay

Million $



Presenter
Presentation Notes
Problem has not gotten better since 2003.
Lack of data – unable to assess situation in 2009 / 2010 BUT note that estimated net liabilities is now approaching $600 million.
We continue to subject ourselves to a high level of risk!
Sources:
Total security for mines in BC: Chief of Mines Annual Reports
Net liabilities for BC Mines: Data reported in the Province of British Columbia Public Accounts (http://www.fin.gov.bc.ca/archive/publicaccounts.htm) 
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Securities for coal mines in BC

Take Home Message

Securities only
increased substantially
in recent years ...
no guarantee this will continue.
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Presenter
Presentation Notes
Security information from mine permits.
Note: Elk Valley Mines – security includes $10 million earmarked for long-term water treatment (compare to $27 million for Britannia water treatment plant for only 20 years operation).
Only Fording River mine has a security greater than $16 million ($46 million in 2012).


Securities for coal mines in BC (<$16 million)

$16,000,000 Take Home Messages

sio000000 | Historically infrequent reviews of
securities resulted in sudden
$12,000,000 significant increases.

$10,000,000 Doubt remains whether
securities accurately reflect
$8,000,000 full environmental risk
(e.g. long-term water treatment).
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Presenter
Presentation Notes
Security information from mine permits.
Infrequent reviews: lapses of 10 to 20 years between increases.


Can Industry Atford More?

Total value of coal production in BC since 2000
> $18 Billion

Total current security held for coal mines in BC
less than 0.6%
total value of coal production since 2000



Presenter
Presentation Notes
Value of Coal Production: http://www.empr.gov.bc.ca/Mining/MineralStatistics/MineralSectors/Coal/ProductionandValues/Pages/AnnualCoalProduction.aspx 
Total security for operating coal mines in the province currently ~$105 million (January 2011).
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e=m=Sulphate concentrations in Long Lake (1 m depth)

Sulphate Concentration (mg/L)



Presenter
Presentation Notes
Sulphate exceeds BC Water Quality standard in 1997. Four years later, financial security increased by $100,000.
Sulphate data from BC MWLAP report: “Chemical and Phytoplankton Changes associated with coal mining in vicinity of Long Lake, Campbell River, BC” (December 2002).
Sulphate commonly associated with coal mining operations – used as an indicator of potential impacts on receiving environment by mining activity. Under acidic conditions, metal sulphides are converted to soluble sulphates; associated metals (e.g. arsenic) rendered more soluble resulting in metal leaching.


@
N—
P
2
=
=}
0
@
)
K
o
c
®
=
i

$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

Quinsam Coal Mine

M Total Security




@
N—
P
2
=
=}
0
@
)
K
o
c
®
=
i

$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

Quinsam Coal Mine

M Total Security




@
N—
P
2
=
=}
0
@
)
K
o
c
®
=
i

$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

Quinsam Coal Mine

M Total Security




@
N—
P
2
=
=}
0
@
)
K
o
c
®
=
i

$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

Quinsam Coal Mine

M Total Security




@
N—
P
2
=
=}
0
@
)
K
o
c
®
=
i

$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

Quinsam Coal Mine

M Total Security




@
N—
P
2
=
=}
0
@
)
K
o
c
®
=
i

$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

Quinsam Coal Mine

M Total Security



Presenter
Presentation Notes
Updated reclamation plan (currently very outdated) must be submitted to the Ministry by June 30, 2011, else additional $4 million added to security.
Note, even at $5.5 million, security is extremely low, especially when considering sulphate and arsenic levels in down-gradient Long Lake.


SUIMIMAary

Significant discretion & confidentiality
+

Historical trends
- Insufficient amounts
- Infrequent reviews
- Inadequate instruments

- Insufficient progressive reclamation
+

Lack of victim compensation scheme


Presenter
Presentation Notes
Leads to one question ... (next slide)


Time to pull our wallets out again?
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