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SECTORAL PROFPILE: NATURAL GAS

Structural Characteristics

The export of natural gas surplus to future Canalian requirements hss bear
the country's largest emergy export in terms of value in the 1980°s,
coatributing approzizmately $C 4 billion to Cazada's trade dalance in 1332,
Approzizately cne-third of Canada’s natural gas production is exported s
sumerocus:U.S. interstate pipelines and distributors by eleven exporiers wic
purchase the voluzes from sore than 700 producers iz Alber<a and British
Columbia. Only production from these two provinces is exported with Aldes:a
gas representing zmcore than 90 percent of the expsrted volumes. Althouzn thess
are more than 700 gas producers, approximately 25 compazies account far the
Bajority of gas production. The level of Cansd:aa ounership varies on a
esmpany-to-company basis, but overall the energy industry's ownership level is .
less thazn 50 percent. Tatles 1 through 3 provide statistizs on ex,:r'/.:;:
volumes and gas production levels by province ard by msjor producer.

Canalian ezparis have historically supplied four t3 five percent of the
v.S. ns'ket vith the key market areas being the Midwest and Pacific st a‘-s
Caralian exparis have generally followed changes in the U.S. market. s U.S.
dezand has declined since 1379, export volumes in the 1980°s have bee“
substaztially belovw autharized levela, Expores in the 1984-85 contrac: year
zay only be in the range of 25,300 1083 or 57 percent of licenced expsrss,

Canaja has allowved short-ter= exports of gas to U.S. customers oz a
best-effaris, igterruptidie basis since November 1982, howvever, these volu=ses
remain insignificant at less than tw) percent of projected 1382-85 exparss,
The natursl gss industsy har investe? gprraxizately &0 € Sillisn in
production and tracs=issian faz3ilities t: p-o..ia gaiursl 323s '3 exsare
zarkets. Despite efloris 2 seek nev mariets, Canaiian gas exparss are sclzlr
to thae Unite2d States. Although expsris ars below authorizes lizits, pigeline
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.eapacity would lizit exporets to apprazizsately 42.5 to 48.2 1CC= €23 annzaiiy.

Suistantisl volumes authorized t3 flow to the U.S. Nor<heas: will regeire i
excess of $C 1.2 bdbillion in facilities additions bdefors the expsres can ccsur.

Comstruction and operating costs are esti=sgted 3 YBe higher in CZanadz <nz-
iz =2st areas iz the U.S. because of our severs vinter clizate azd
trarsyarctation distanzes to zarxets, It is estizated that Cazada’a reserve
rez.acezezt ccsis are lower thaa those in the U.S.

’

The Canadian gas iandustry differs f-:n the U.S. gas indus:iry in tws wars.
First, Carcada has a 3ignificant reserves to consuzztisn ratio, 30 years 42 9
yesrs for the United States, providing a substantial security of supply ts 22:h
dozestic and export consumers., Secand, gas sales coantracts in Carada t2ni 3
be reserves based while U,S. contracts are based on well deliveradbility. The
for=er cdntracts are vieved as representing a =sre secure supply source due t3
the emp?asxs on producticn at a constant rate rather than production at a
vell's econosic limit. This difference has not, howvever, Seeg tragslateld ints

a price precium for Canadian gas.
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