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Introduction

Good morning, as the new Minister of Resources, Wildlife and Economic Development for the Government of the Northwest Territories, I am pleased to be in Houston representing Premier Kakfwi, who is in Dallas with Prime Minister Chretien on the Team Canada West trade mission.   

Six months ago, Premier Kakfwi spoke to the Ziff Energy Conference here in Houston about our government’s goal to move Canadian Arctic gas to Canadian and US markets via a stand-alone Mackenzie Valley pipeline.  In the intervening time, our goal has not changed.  In fact, we have made progress in a number of strategic areas, which I will review with you today.

By the time I finish, it will be clear to everyone here that our government and the people of the Northwest Territories are ready to embark on this endeavor.  Our vision is to develop a long-term, stable oil and gas sector as Alberta, Texas and Oklahoma have done, beginning with the construction of a Mackenzie Valley Pipeline. 

About the Northwest Territories

I am fairly certain that most people here now know that the Northwest Territories is located just above Alberta and at the same latitude as Alaska. Our territorial landmass is twice as big as Texas and only slightly smaller than Alaska.  However, our population is relatively small. To give you some idea, if all of our 42,000 residents bought tickets for a Houston Astros ball game, we could still invite some of you to join us in order to fill all the seats in your new Enron Field ballpark.  

Although there are not many of us, our extensive reserves of gold, diamonds, and oil and gas have resulted in exciting times for the Northwest Territories.  Last year, our economy grew by almost 12 per cent.  This year, our gross domestic product is expected to grow a whopping 19.5 per cent.  This surpasses any jurisdiction in Canada, including Alberta.  By comparison, the gross domestic product for the United States for the first quarter of 2001 was 1.3 percent. Our GDP growth can be attributed almost entirely to investment by the diamond industry, primarily, and secondarily, to oil and gas exploration.

Supply and Demand
The United States Department of Energy predicts that North American demand for natural gas will increase from 25 Trillion cubic feet (Tcf) to well over 30 Tcf within 10 years.  Meanwhile, the known reserves of conventional gas supplies in the United States Gulf Coast and the Western Canadian Sedimentary Basin south of the Alberta/NWT border continue to decline.  For example, a recent report from the Canadian Gas Potential Committee has confirmed undiscovered pool sizes are very small, particularly in the plains regions of Alberta.  These small pools, with high decline rates, mean that tremendous exploratory effort is needed just to keep production constant, never mind to meet the increasing demand in North America.  

New sources of gas are required to meet anticipated demands and the Northwest Territories has abundant natural gas reserves that have been attracting international attention.  Both Prime Minister Chretien and President Bush have acknowledged the need to develop these large proven reserves, which the National Energy Board estimates at 6 Tcf in the Liard Region and 15 Tcf in the Mackenzie Delta region. 

A recent study by Reinson and Drummond revealed striking geological similarities between the long-producing Louisiana Gulf Coast and the Mackenzie Delta in the Northwest Territories.  The Louisiana basin yields about 1.3 Tcf of natural gas per year. It is conceivable that the Mackenzie Delta will reach, or exceed, this prolific production level.  The study estimated an additional 30 Tcf remains to be found in Louisiana, while an additional 55 Tcf, a figure the authors admit may be conservative, underlies the Mackenzie Delta.  Louisiana Basin production to date is over 185 Tcf and one could expect similar or greater production levels for the Mackenzie Delta, both onshore and offshore.

The demand for new sources of natural gas has resulted in a boom of economic activity in the Fort Liard region of the southern Northwest Territories over the past 5 years and a similar boom has begun to the north, in the Mackenzie Delta. American energy companies have been keen to obtain large land holdings in that region, as evidenced by the recent takeovers of Canadian energy companies, such as Anderson and Gulf, by Devon Energy Corporation and Conoco, respectively. These two companies join a number of American companies already active in the region including Anadarko, Burlington, Chevron, E-O-G and Exxon/Mobil.

An Economically Viable Pipeline Proposal

The recent decline in natural gas prices has not affected the economic viability of constructing a Mackenzie Valley gas pipeline to transport natural gas from the Mackenzie Delta south to continental markets.  It is the future price of natural gas, at the end of this decade and beyond, that will determine the economic viability of a Mackenzie Valley pipeline.  A Mackenzie Valley gas pipeline is priced at between $2.3 billion and $3 billion dollars (USD).  It is estimated that a future market price of $3.00 US per thousand cubic feet (mcf) would be sufficient for the project to proceed.  Mr. Roland George of Purvin and Gertz Inc. recently reaffirmed the viability of a stand-alone Mackenzie Valley pipeline. In contrast to moving Alaskan gas, no additional infrastructure is required in southern Canada and the United States.  The existing pipeline systems can handle the additional volume from our gas fields.  Moving our gas through the Alberta systems will help keep these systems full and also keep costs down for consumers.  

Recognizing that the only commercially viable Arctic gas reserves today are those in the Canadian Mackenzie Delta and Liard regions, gas companies are continuing with their exploration plans in these regions this winter.   In total, expenditures for oil and gas exploration and development activity in the Mackenzie Delta will exceed $750 million dollars over the next four years.

Building on this momentum, six weeks ago, the Mackenzie Delta Gas Producers signed an agreement with the Aboriginal Pipeline Group for up to one third Aboriginal ownership in a Mackenzie Valley gas pipeline.  By signing this agreement, we believe the producers have sent a strong signal that a Mackenzie Valley gas pipeline application is imminent.

Alaskan Gas Reserves 

Our government continues to be vitally interested in the movement of Alaskan gas to market. We have consistently maintained that the decision as to the best route for moving this gas should be based on commercial, not political, considerations.  As the gas farthest from market, Alaskan gas carries the highest price risk, and, as we have seen recently, prices can go down as fast as they can go up.  We simply encourage the Alaskan producers to consider the long-term economic efficiencies associated with combining Alaskan gas flow with Mackenzie Delta gas, for the benefit of all parties. 

Recently, Alaskan North Slope gas producers indicated they would provide a new economic assessment of pipeline routes by year-end, based on the sale of natural gas liquids.  These producers have also said they want to make their own decision about pipeline options.  They do not want it legislated or mandated, as the Alaskan government is attempting to do.  We agree with the producers.  There should be no political interference in a market decision.  The role of government is to facilitate investment decisions, not dictate them.

To date, assessments done by independent energy consultants and the Alaskan North Slope gas producers all indicate that the northern, or the over the top route, is at least two billion dollars cheaper than the Alaska Highway route.  We are aware that a recent report produced on behalf of the Yukon Government contradicts this finding.  We have always supported the private sector’s right to make this decision.  Again, I must reiterate that the private sector is in the best position to make the final decision on an Arctic pipeline route. 

We believe there are significant benefits to both Alaska and the Northwest Territories in combining our gas for transportation to market. Given the lower capital costs and the economies of scale, it will maximize resource development in both regions.   

Partnerships for Development

In contrast to 25 years ago, industry, our government and Aboriginal governments are now working together to fulfill our vision for a prosperous Northwest Territories.  That vision is composed of a stable political environment, a healthy and vibrant economy and a healthy environment.  

The governments of Canada and the Northwest Territories recognize that settling land claim and self-government agreements are critical to creating a stable political environment.  Such agreements provide Aboriginal leaders the political authority to determine the extent, scale and pace of development on their lands and to ensure that benefits flow to beneficiaries.  I am pleased to report that steady progress is being made on settling land claims.  The Inuvialuit, the Gwich’in and the Sahtu land claim agreements are completed.  The Dogrib Nation is in the final stages of completing land claim and self-government agreements and negotiations are proceeding on all remaining claims. 

We are also working closely with the one region, the Deh Cho, which is the constituency I represent in the Legislative Assembly.  This First Nation has had concerns about the development of a pipeline.  The Grand Chief, Michael Nadli, has recently stated that the Deh Cho First Nations will support the development of a Mackenzie Valley pipeline, as long as certain conditions are met.  He has also stated that by March 31st the Deh Cho will probably roll out the red carpet and get involved with the pipeline process. Both our government and the federal government have publicly stated our commitment to resolve all outstanding land claim negotiations by the time a Mackenzie Valley gas pipeline is completed, including the Deh Cho.  We want to see all regions prosper and will not allow one region to constrain the economic prospects of another or the rest of the Northwest Territories. 

To ensure orderly and responsible development of our economy, we have prepared two plans.  The first is the NWT Economic Strategy, entitled Common Ground, which was completed last year.  The second, which is based on the principles of the NWT Economic Strategy, is specific to natural resources and is called the Non-Renewable Resource Development Strategy.  This plan identifies the extensive employment and fiscal benefits to Canada and the Northwest Territories.  We have invited Canada to partner with us on the investment required to maximize the benefits.  We have committed over $100 million dollars over 4 years.  We have yet to hear from the Government of Canada, which will receive royalty and tax revenues of over $5 billion dollars over the next 10 years from the development of just three diamond mines and one Mackenzie Delta gas project.

However, our most important partner in economic development is the private sector. Many important partnerships have been developed and we continue to forge new ones, some of which involve people in this room.  Existing private sector partnerships between southern businesses and industries and Aboriginal development corporations and joint venture companies provide a framework and model for ongoing cooperative initiatives. 

Aboriginal people in the Northwest Territories are already taking advantage of the jobs and benefits accruing from development.  They have become competent and capable business people.  For example, last year, the Inuvialuit realized $75 million dollars in bonuses from the sale of land leases for oil and gas development. 

There are vast opportunities out there to partner or to develop strategic alliances with northern businesses – make sure you are able to seize every opportunity.  We plan to build upon this spirit of cooperation as we develop a more prosperous future for the Northwest Territories. 

Regulatory Reform

In a recent address to the Canadian Association of Petroleum Producers, Canadian Prime Minister Jean Chretien acknowledged the vast reserves of natural gas in the Northwest Territories. He indicated that Canada needs to develop these resources and bring this gas south as soon as possible to meet market demands. He also confirmed that the Government of Canada will do what is required to ensure that the proper regulatory regimes are in place to facilitate the earliest possible movement of northern Canadian and American gas to southern markets.  We will continue to work with the Government of Canada to make this happen.

In addition, agencies with regulatory and environmental assessment responsibilities in the NWT are working cooperatively to establish a process to coordinate the review of a Mackenzie Valley gas pipeline. A progress report of the work to date on the coordination of regulatory processes will be presented to the Government of Canada shortly. 
Role of the GNWT
Construction of a Mackenzie Valley pipeline will create 13,000 person years of employment in the Northwest Territories.  We are taking steps to prepare for this development by working with industry and Aboriginal organizations to maximize benefits to NWT residents and businesses.  It is the goal of our government to ensure that there is meaningful participation by aboriginal people in the development of our resources.  This can only be achieved by providing business, employment and training opportunities for all NWT residents.  We realize that a qualified NWT workforce will save both the government and private sector money in the long-term.  Training is crucial to meeting this goal and we are working with industry to ensure a qualified local workforce is available to build a Mackenzie Valley pipeline.  

This summer we partnered with industry, the Yukon government and the federal government to establish a rig-training program in the Mackenzie Delta.  We are working with industry and our neighbouring jurisdictions to increase such cooperative training ventures.  Our government has instituted plans, such as the Literacy and Maximizing Northern Employment strategies, to ensure we are prepared. Last week, the Minister of Education, Culture and Employment, the Honourable Jake Ootes, met with companies in Calgary to inform them of the opportunities for partnership.  We are committed to creating a safe training environment that will produce safe workers for industry. Involving members of the community in current and future development projects will mitigate the social impacts.  We are working with communities to prepare for this development and address the social issues it will bring.

As well, discussions have already taken place with labour unions regarding northern involvement in the construction of a pipeline. Benefits of the development of an oil and gas industry in the Northwest Territories must be viewed in terms of long term sustainability.  We do not want a boom or bust scenario. 

Conclusion

Our priority continues to be a stand-alone Mackenzie Valley pipeline, which is the only economical option to access new Arctic sources of gas for Canadian and American consumers.  How and when the Alaskan producers choose to move their gas is their decision.  We are aware that Alaskan Governor Tony Knowles has a 10-point plan for the Alaska Highway route that includes tax breaks.  Our government’s one-point plan is to promote a Mackenzie Valley gas pipeline, which has the lowest price tag for transporting Arctic natural gas to market.

The Northwest Territories has entered a new era of growth, political maturity, investment and development.  Times have never looked brighter for the business community of the Northwest Territories. Through successful partnerships, a Mackenzie Valley pipeline will be a reality.  With all of the conditions in place, we are eagerly anticipating an application to start this endeavor. Just as important, we are ready to make a significant contribution to continental energy security.  We invite you to join us in fulfilling our vision of creating a solid economic foundation for a self-sufficient and prosperous Northwest Territories.  Mahsi Cho

