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Securing New Markets for Canada’s Energy Resources

Good Morning.  I want to thank the Conference 
organizers and Jason Langrish in particular for the 
opportunity to speak here today.

Market access for energy resources is generating 
significant discussion in Canada.  

At one extreme, there are concerns that the lack of 
export infrastructure is costing the Canadian 
economy as much as $50 million per day.  

At the other extreme, there are firmly held 
convictions that increased exports will lead to 
environmental degradation at home and accelerated 
climate change world-wide.  

Concurrently, there are sharply differing opinions on 
the type of infrastructure – pipeline, rail, ship – best 
suited for bringing Canadian energy resources to 
export markets.  

Recent oil spills and the tragedy at 
Lac Megantic (Lack Meg-on-teak) have intensified 
the public debate on this issue.   
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Before I weigh in on market access, however, I’d first 
like to tell you a little about the company I represent.  

Chevron is the second largest energy company 
based in the United States.  

Our success is driven by our people and their 
commitment to getting results the right way – 
by operating responsibly, executing with excellence, 
applying innovative technologies and capturing new 
opportunities for profitable growth.  

Chevron is active world-wide and is involved in 
virtually every facet of the energy industry:  

• We explore for, produce and transport crude oil 
and natural gas;

• We refine, market and distribute transportation 
fuels and lubricants; 

• We manufacture and sell petrochemical 
products; 

• We generate power and produce geothermal 
energy; 

• We provide renewable energy and energy 
efficiency solutions; and

• We develop the energy resources of the future, 
including research into advanced biofuels.  
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In 2012, Chevron’s average net production was 
2.6 million barrels of oil-equivalent per day.  

Approximately 30% of this production comes from 
North America and the rest from more than 20 other 
countries including Kazakhstan, Australia, China, 
Thailand, Bangladesh, Indonesia, Angola, Nigeria, 
Saudi Arabia, and Venezuela.

Chevron’s presence in Canada dates back to 1938 
when the company set up its first office in Calgary’s 
Palliser Hotel. 

We celebrated our 75th anniversary this August by 
throwing a festival at Fort Calgary.  

More than 500 current and former Chevron 
employees attended, including 87 year old Mr. Gerry 
Henderson - the first Canadian to lead Chevron 
Canada Resources.  

It was remarkable to watch Mr. Henderson and his 
former colleagues as they re-connected at the 75th 

anniversary event and reminisced about their 
groundbreaking accomplishments, 
including the discovery of the Hibernia field offshore 
Newfoundland which our partner Exxon Mobil 
operates.
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In addition to Hibernia, Chevron is a partner in the 
Athabasca Oil Sands Project which Shell Canada 
operates.  

Chevron’s combined output from these two projects 
is approximately 75,000 barrels of oil per day.  

Our current production, however, pales in 
comparison to what our future production might be.

Beginning in 2009, Chevron began building a 
position in unconventional resource plays in Western 
Canada. 

This includes an industry leading position in the 
Duvernay play at Kaybob in west central Alberta.  

Today, we have approximately 325,000 acres in this 
liquids-rich play and are optimistic that our 
exploration results will soon lead to commercial 
development.
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As many of you are aware, we also acquired a 50% 
interest in the Kitimat LNG project this February in 
partnership with Apache.  

Our plan is to construct a two train LNG facility in 
Kitimat as well as the 487 km Pacific Trail Pipeline in 
order to produce natural gas from the 644,000 acres 
we hold with Apache in B.C.’s Horn River and Liard 
basins. 

When completed, the initial phase of Kitimat will 
produce 10 million tons of LNG annually for export to 
Asian markets.

Off the coast of Newfoundland and Labrador, 
Chevron is a partner in the Hebron project which is 
proceeding to commercial production using a 
concrete gravity based platform similar to that which 
was pioneered for Hibernia.  

And we are currently drilling a deep-water well in the 
Orphan basin off the coast of Newfoundland in 
partnership with Statoil.
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In the Canadian North, Chevron is evaluating 
information that was obtained from a highly 
successful seismic program on our deep-water 
licence in the Beaufort Sea in the summer of 2012.  

In addition, we are a partner with ConocoPhillips in 
the Amauligak discovery in the shallow Beaufort Sea 
where we are assessing development concepts for 
what is the largest oil discovery to date in the region. 

So, Chevron is very active in the upstream energy 
sector in Canada from coast to coast to coast. 

We are active in oil sands and conventional offshore 
production, are pursuing unconventional resource 
plays in both BC and Alberta and have deep water 
exploration projects underway in the Beaufort Sea 
and the Atlantic.  

Chevron also operates a refinery in Burnaby, B.C. 
and has an extensive retail gasoline network 
throughout B.C.’s lower mainland.
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Now, let’s turn attention back to “Securing New 
Markets for Canada’s Energy Resources.”  

From Chevron’s perspective, there are three specific 
aspects to this issue.  

The first is ensuring that new resources are 
discovered and produced so that there is 
adequate supply to feed emerging markets.  

The second is ensuring that the export 
infrastructure is in place to get hydrocarbon 
resources to market.  

The third is building partnerships between buyers 
and sellers.
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Before I drill down a little on these three issues, 
I first want to talk about the capital required to fund 
such projects.  

It was not too long ago when we would quantify the 
costs of new energy projects in the millions of dollars. 

It is now routine for energy projects to be measured 
in billions of dollars.

At present, Chevron is involved in 16 major capital 
projects scheduled for start up over the next 5 years 
where our share of the capital costs exceeds $1 
billion.  

As a corporation, our capital spending will be over 
$36 billion in 2013.  

These numbers are now so common place that their 
enormity is lost on most people.

Allow me to put this in perspective.   

If you could count one number a second, you could 
count to a million in about 11 ½ days.  To count to a 
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billion at the same speed would take almost 32 
years.   
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Bringing a project like Chevron’s Kitimat LNG to full 
development will cost tens of billions of dollars.  

These amounts exceed the Gross Domestic Product 
of many Canadian provinces.  

In fact, the full economic impact of a project like the 
proposed Kitimat LNG would equal a significant 
percentage of Canada’s Gross National Product.  

Obviously, these are extremely large amounts of 
money which, if invested, will provide benefits of 
national significance.  

Companies need to be extremely strategic when 
taking decisions to invest such sums.  

For their part, governments need to have effective 
fiscal frameworks and regulatory approval processes 
in place that can balance industry’s requirement for 
certainty, timeliness, and a reasonable return on 
investment with that of stakeholder concerns over 
environmental impacts and social benefits.  
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In terms of developing new resources, Canada’s 
competitive advantages include: 

world class hydrocarbons resources, particularly 
natural gas; 

support for resource development federally, 
within key provinces, and among some 
stakeholder interests; 

a highly educated and skilled workforce; 

and progressive regulatory regimes.

Energy market dynamics are nonetheless changing 
rapidly with the advent of natural gas from shale.  

It is the game changer.  

Countries around the world are striving to capitalize 
on the shale gas revolution for export opportunities, 
domestic economic development and growth, and to 
meet greenhouse gas reduction targets.
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Therefore, the LNG export market is becoming 
increasingly competitive and there is no guarantee 
that any of the major projects currently under 
consideration and/or development in Canada will be 
sanctioned.

Infrastructure to move product to market is equally as 
critical as new resource development. 

While alternatives to pipelines exist within the North 
American market, the simple fact is that increased 
pipeline access to Canadian ports on both the east 
and west coasts is essential if Canada is to diminish 
its dependence on the US market and take 
advantage of opportunities elsewhere.  
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The federal and provincial governments have a 
critical role to play in enabling new projects and in 
facilitating new infrastructure by:

o Providing skills training and labor programs 
to address expected worker shortages 
anticipated by 2017 (BC alone is forecasting a 
shortage of more than 60,000 workers); 

o Maintaining a competitive fiscal framework 
for LNG investment by considering all 
elements of government take and recognizing 
investment in the full value chain; 

o Increasing federal and provincial regulatory 
capacity to ensure that project permits are 
approved within reasonable timelines; and

o Ensuring First Nations and local communities 
are appropriately consulted, accommodated 
and represented in resource development 
decisions and have access to opportunities.
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The need for partnerships between buyers and 
sellers is brought on by the growing demand for LNG 
and the immense costs of bringing these resources 
to market.  

The forecast annual demand for LNG is expected to 
double from about 250 million tonnes currently to 
reach roughly 500 million tonnes by 2030.  

There are only a handful of companies that have the 
financial and operating capability to take on such 
large scale projects but they need certainty of a fair 
return on investment before committing to do so.  

Fortunately, key buyers are seeking certainty of 
supply, so there are opportunities here for 
partnership arrangements that are mutually 
beneficial.  
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A critical issue to be addressed in finalizing any long 
term contractual arrangement, however, is 
agreement on an appropriate price.  

It is Chevron’s position, and I believe industry’s 
position, that LNG projects will require long term 
pricing that underpins the significant financial 
investment required to monetize these resources.    
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Industry and government therefore both have 
important roles to play to “Secure New Markets for 
Canada’s Energy Resources.”  

Time is of the essence here, however, because 
energy projects have a limited shelf life.  

On August 28th, 2013, for example, Canada’s 
Minister of Natural Resources, the Honorable Joe 
Oliver, noted that the shale gas boom and the almost 
decade long environmental review lead to the demise 
of the Mackenzie Gas Project because “by the time 
(the environmental assessment ) was done, the 
opportunity had passed.”

I believe timing is even more critical today because 
of the intense competition for the LNG export market 
that I mentioned just a moment ago.  

Chevron, for example, has many more investment 
opportunities available globally than we can currently 
fund.  

This might seem at first blush to be a rather attractive 
position for the company to find itself in but it does 
lead me back to strategic investment.  
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Chevron’s global investment decisions are not based 
solely on the profitability of a specific project but on 
how the rate of return and other risk factors of that 
project compare to other assets we have around the 
world.  

In other words, projects in Canada have to compete 
for investment dollars against other assets we have 
in Kazakhstan, Thailand, Australia, China, and so on. 

I am encouraged that Minister Oliver recognized on 
August 28th that new infrastructure is a “strategic 
imperative” that must be advanced quickly if Canada 
is to take advantage of new markets.  

The federal government’s ongoing support for the 
Keystone XL project and other infrastructure 
developments is not only critical to market 
diversification but could also result in enormous 
economic benefits for Canada.  
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At $50 million per day, the annual cost of lost market 
access is about $18 billion.  

I will leave it to you figure out how many years it 
would take to count that high.  

But I will give you a hint – if Christopher Columbus 
had started counting on his voyage of discovery in 
1492, he’d be finished in about 50 years from now.
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To wrap it up, I believe that Canada is well positioned 
to take advantage of emerging markets but that all 
parties will need to work together to make this 
happen.  

I see a growing commitment from governments, 
increased efforts by companies to build support for 
their social license to operate, and greater 
engagement of and by local stakeholders as positive 
developments that can help make this a reality.  

Early in my presentation I noted that Chevron just 
celebrated its 75th anniversary in Canada. 

I want to be invited back for the 100th anniversary. 

I hope at that time that my former colleagues and I 
will take a page from Gerry Henderson’s playbook 
and look back with pride at what we were able to 
accomplish in “Securing New Markets for Canada’s 
Energy Resources.”          

Thank you for your time.
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