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Thank you for the introduction and for the opportunity to speak at this Arctic Gas Symposium. This is my first visit to Houston, North America’s energy capital, and I look forward to return visits as northern natural gas resources assume greater importance in meeting North America’s energy needs.

The future of northern natural gas development and the role northern gas can play in securing continental energy security and economic prosperity is a very timely topic. 

No one can predict how the events of September 11th will continue to impact the North American and global economies or the future of northern natural gas; but, we do know that the natural gas industry has become a critical element of the North American economy.  We also know that since September 11th, energy security has become in a real sense, a national security issue for the United States.  

And although the slowing of the North American economy has softened current demand for natural gas, most forecasters agree that demand will continue to increase over time. 

It’s also rather ironic to think that the bull energy market of last year may have contributed to current economic conditions and weakened demand for natural gas. In other words, the industry is oddly a victim of its own success.

According to U.S. Energy Information Administration (EIA) estimates, the rapid escalation of gas prices seen in 2000 may have reduced U.S. economic growth by as much as one per cent while also driving up consumer prices. That in turn reduced real incomes and reduced the profitability of gas consuming industries.

Natural gas and North American economic performance have become increasingly linked to each other.  Natural gas demand is driven in part by economic growth. And economic growth in turn relies on stable, secure, and competitive sources of natural gas. Fortunately for those of us with an interest in the natural gas industry, natural gas remains the fuel of choice for a host of technical, economic and environmental reasons.

The EIA reports that natural gas consumption accounted for almost a quarter of total U.S. energy consumption last year.  All things being equal, the EIA also expects natural gas consumption to continue growing at an average rate of 2.3% a year, more than any other fuel source.  

And total U.S. consumption is expected to reach 34.7 trillion cubic feet by 2020, compared to 22.8 trillion cubic feet last year, largely due to increases in gas fired electricity generation.  Last year alone, new gas fired electrical generation created additional gas demand of about 3.6 billion cubic feet per day. 

The natural gas industry has enjoyed a period of sustained and robust growth since it was deregulated at the end of the 1970s. It has become a freely traded commodity that accounts for an increasing share of the North American energy market. In the last ten years, billions have been invested in new pipelines, production facilities, and other infrastructure. In that last two years alone, some 60 natural gas pipeline construction projects were completed adding about 12.5 billion cubic feet per day of new transportation capacity.  

Fortunately, for those of us interested in frontier development and attracting investment in northern pipelines, the long run outlook for natural gas remains optimistic.   Most analysts seem to agree that North American demand for natural gas will continue to increase and reach more than 30 trillion cubic feet annually in the next ten years or so. They also agree that despite occasional volatility and low prices like we have today, gas prices will continue to rise in the long run as well. 

We believe that means there is a window of opportunity for northern gas from Alaska and Canada. But we also realize that opportunity is tied to continued market growth, growth based on competitiveness, stable public policy, and consumer confidence. 

Demand for natural gas could become difficult to maintain if consumer confidence is reduced and consumers turn to other fuel sources, as they did in the 1970s.  Consumers could tire of price volatility and intermittent supply and turn to other fuel choices just as they did 20 years ago.  Or other projects or technologies could also make the need for northern gas redundant. 

We all recognize that there is no shortage of natural gas. The world contains immense deposits. The challenge is in finding secure sources of supply, in meaningful quantities, close to the market. 

Alaska and northern Canada contain vast reserves of natural gas, enough to single handily supply continental needs for many years. I’m convinced that northern projects like the Alaska Highway Pipeline Project, the Mackenzie Valley Project, and LNG projects in Alaska have the potential to complement one another, because taken together these projects can contribute to stable, sustained, long term growth in North American and international energy markets.

The proposed Alaska Highway pipeline alone would carry about 4.0 bcf per day, the energy equivalent of 820,000 barrels of crude oil. It could substitute for imports from regions like the Middle East. You’ll recall that in July 2001, the United States imported an average of 697,000 barrels of crude oil per day from Iraq.

The time for action is now, while the window for developing northern gas is still open. It is time to act to ensure that northern natural gas gains a foothold in the market, a foothold that promotes market growth and consumer confidence. We can’t develop a northern natural gas industry by romancing projects that are unrealistic, projects that push the boundaries of engineering technology and public acceptability, projects that would take years to design, permit and build – projects like an Over the Top route.   

The time is right to proceed with an Alaska Highway pipeline project.   A project that offers these unmatched advantages:

 It is the route designated in a treaty between Canada and the United States.

 The wells have already been drilled and are producing natural gas, which is largely re-injected into the ground.

 The rights-of-way already have been secured by Foothills in the Yukon and parts of Alaska.

 The permits have been issued.

 Outstanding native claims are being resolved. In fact we just recently completed another final land claim agreement with the Ta’an Kwachan, a First Nation close to Whitehorse. 

 The environmental studies have been done and demonstrate the least damage to the North American environment. 

 The project requires no new transportation corridors,  no new construction access highways, no LNG liquefaction or re-gasification plants, and construction can begin simultaneously from twenty or more facings along the existing highway. 

 Before September 11, it was estimated that this pipeline could be constructed within 36 months.  With a national security priority, we are confident that it now could be constructed in less time.

 It brings a wealth of jobs to the Canadian and United States construction, petroleum and steel industries among others, at a time when the North American economy could use a boost. 

 It has been endorsed by the National Governors Association, the Pacific Northwest Economic Region, the Natural Resources Defense Council and the State of Alaska.

 It brings an estimated $22 billion in tax revenue to the United States with no increase in taxes. 

Why, then, are we not proceeding more quickly? It’s our view that ownership of the proposed pipeline seems to be the issue that needs to be addressed most urgently. Not surprisingly, the pipeline companies and the  producers have been  jockeying for position for more than a year. We understand that a project of this magnitude requires a comprehensive assessment of business and financial risk. But it’s also true that we risk paralysis by analysis. As I mentioned, that window of opportunity won’t stay open forever. 
The Yukon government was very encouraged this month when six major American energy firms and three Canadian firms signed a memorandum of understanding to proceed immediately to develop a proposal for transporting Alaskan natural gas to markets. This partnership assembles all of the original participants in the Alaska Highway pipeline project. It also removes a huge potential barrier to the project as it eliminates any legal uncertainty of whether these six U.S. companies had any claim on the project based on their initial investment in it.
In getting back on board, the six companies have agreed to waive that claim. We understand the partners hope to present a  proposal to the North Slope producers by the end of December and  reach agreement to move the Alaska Highway Pipeline project forward. The Yukon government commends the efforts of all those who worked to put the MOU together, and we wish those firms and the producer group every success in completing an early agreement. 

Another noteworthy milestone is the preliminary cooperation agreement signed recently between Foothills Pipe Lines and the Kaska First Nation. It paves the way for the two parties to work closely together on pipeline development in Kaska territory, which comprises five First Nations in northern Canada. This agreement removes another potential hurdle to the Alaska pipeline proposal. And it exemplifies how industry and First Nations are working together to maximize the benefits of a major construction project. 





Yukon has always maintained that in the long run, North American energy markets will support two northern pipelines, one from the North Slope of Alaska, and a second smaller line from the Mackenzie Delta.
There are currently three proposals to transport northern gas to market. They are the Alaska Highway pipeline project, a stand-alone Mackenzie Valley project, and a northern or “over the top” route that would combine both Alaskan and Canadian gas.
Much of our work to date has focused on the question of route selection. We were concerned that any attempt to permit an over the top project would result in legal, regulatory and political gridlock, thus closing any window of opportunity that may have existed for getting northern gas to market. Yukon has never accepted the suggestion that northerners had to choose a single project.
Thankfully our perspective reflects an emerging consensus among all stakeholders. That is reflected in the fact that both the Alaska Highway pipeline project and a stand alone Mackenzie Valley project share equal momentum while the Over the Top route has been all but forgotten.
As many of you know an agreement has been reached in the Northwest Territories between Mackenzie Delta producers and the Aboriginal Pipeline Group in relation to a Mackenzie Valley pipeline project and that agreement specifically excludes Alaska gas. We think assembly of the original Alaska highway partners is equally important and strategic. Together these events bode well for both projects. 


If northern gas is to compete in North American gas markets by 2008 we need to maintain the dialogue that has been recently initiated between producers, pipeline companies, and other stakeholders.  Success cannot be built on attempting to champion projects that couldn’t even be permitted by 2008. Success begins with projects that can be constructed and operated, projects like the Alaska Highway Pipeline.   


 
 


Let me conclude today by saying that Yukon people and Yukon businesses are hard at work supporting exploration and development in the Yukon, the Mackenzie Delta, and elsewhere. Over the last year our government hosted many producers, pipeline companies, and service and supply companies interested in investing in the Yukon. We will continue to make development of our oil and gas industry a priority. We will continue to make land available for exploration and ensure a positive investment climate. 

The Yukon government is working to attract investment in our jurisdiction by fulfilling our commitment to conduct regular dispositions of oil and gas rights.  We recognize that companies investing in the Yukon do so with the intent of acquiring a supportable land base over many years, and with an eye to the future – one where there is the infrastructure needed to move the resource to market.

The Yukon government has recently issued our third call for bids for oil and gas rights in North Yukon – in an area of high oil and gas potential.  We believe there will be interest in this parcel, despite the recent drop in oil and gas prices, because the north has never been a prospect for the faint of heart. Yes the north presents risk, but it also offers immense rewards. Just ask anyone who has had almost anything to do with Prudoe Bay. 

Thank you and please enjoy the remainder of the conference. 
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