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NAFTA AND LNG 

7hc proponent lias subiiiitted tiiat the Noitii Anierican Free ?rode Agreement, to quote 

Mr. Glenn Kelly. ’,‘. , . wouid iiot lie a proiiiein.” Accordiiig to the sirhin.issioii from the 

proponeiit tiiere is iiotiiiiig in the trade agreement which would force any Caiiadian 

cncrgy supplier 10 sell. wiiethei Nakirai Fas or aiiy other eiiergy coinmodity. to the 

T’iiited States. This proposition is coinpietely t i w .  however i t  is aiso complcteiy 

irrelevant to my argüinçnt. 

Bçforc i begin J would iike to point oiit a couple of facts. In North America only the 

Uiiiled States consumes more eiiergy thaii it dornestjcally produccs. h n y  discussion of 

intcn?ipijoii of suppiy ùy a Paity to the Agreerncnt. whilc potmtially about iinpons to 

citlicr Canada or the Viiited States, is reaiiy about cncrgy flowing to f i le United Çtatcs. 

Additionaliy. none of the energy provisioiis in thc hgrccmmî apply 10 Mexico so ii! 

essence YAFTh‘s czergy provisions nre soiely aboui rnzintaii~ing energy siiipments to 

the Unitcd Stares FLorn Crliiada. 
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My argument i s  that UAFTA plays a role tliree ways: 

Increasing tlie volume of Natural Gas in Canada 

KAFSA deals with volume o f  exports of energy in Ariiclç 605 of the Ageeinmi. In 605 

the Agreement posiis when a party may impose restrictions UpOn the çxport of energv 

prOdUCtS. 

Subsecijon A 01605 statcs: 

“(a) the restriction does not redncc tlic proportioii of the total exporl 

sliipnicnis of h c  specific çnergp or k s i c  petrociicmical good made 

availablc io that 0 t h  Party d a t i v e  to the total supply of that good of the 

Party maintaining the rçstriction as compared to the proportion prçvailing 

iii the niosi recent 36-monlli pcriod for which data are available prior lo 

tliç imposition of the ineasure. or in such other representativc period on 

whicii the Partics may agree:” 

W1:a: ibis mcans iç whatcvcr pcrccntapc of Canana’s Katurd Gas that we supply to the 

U.S. canrot be curtailed and that ’iie same proportion o f  Iuarural Ga$ in Cacada ihat IS 

ccrreiitly sliipped to the U.S. must be rnziiitsir,ed. By üsing the  cvords “relative to the 

total çuüply of tliat good of the Party inaintainixg the restricijo?. ...” tlie drakers intended 
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that as ilic iota1 ainount of an m e r 3  good increascs then exports 1wst 5c mi:iiaiiied at 

:lie samc percentage 

For example. SRY Canada lias a toral naiural gas supply of 1 O0 kilos and exporiç 60 per 

cent (or 60 kilos) o f  that supply to the United Sïales. Then Canada's Natuml Gas supply 

is increased by 50 kilos to i50 kilos, 60 pcr cent of this new amount or 90 kilos must be 

made availahle for cxport to the United States. 

lmporis of Natural Cas. whether LSC O: through soine other proccçç. will iiicrease the 

?oh1 amouiit of Natural Gas in Caiiada. Shoiild rliese imports bc inierrupted Canada 

wouki have to coiitinue to makc available for expor; to the Viiited States the saine 

amouiit o f  Yatural Gaç ihat was available before the imports were intempted. 

This aubsecton alço coiiieç iiito play if &as froni this terminal i ç  sold to the United Statcs 

to ineet thcir increasiiig demand. If these iiew coiitraciç were io increase the propoitioi~ of 

Natural Gas Dowing from Caiiada to the Usiied States (Say from 60% to 70%) then 

Canada would bc oblipated to corcinue :O .supp:y tke United States witli thiç new 

increaçed amount of gas, again regardlcss OC OUT ability to çupply it, or the bcst inierests 

of Canadians. 

Eitber way eveii i f n o t  one particle of Vaturd Gas from Rabaska is evcr çhipped to the 

Uni:ed States, the simple iiiiportation OC LNG to Canada. because of rhe provisions o f  

XAFTA, wiil have a detrimentai impact upon Canada's energy sçcurity. 
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NAFTA prevents Canada from disrupting cncrgy flow to the Cnited States 

Subseciioii C of Ariicle 605 ofihc North Amcrican Frçc Tradc Agreement stales: 

‘‘:lie restrictioii does iiot require tlie disruption of normal chanzcls of 

supply to tiiat other Party or normal proportions among specific eneigy O: 

basic pei:-ochemical goods suppiicd to Uiat othcr Party, silch as, for 

exainple, hetween cnide oil aiid refiiied producis aiid among diffcreiil 

categories of crude oil and ofrefined products.” 

Wliile the proponeiit has argucd that tlie Saturai Gas from this proposed iemiinzl would 

5e used to provide energy to tlie residents o f  Queliec, this does noi secm iikciy givcn boih 

the cümi:t economic situation and future projectioiis. A better busiims case woutd be to 

ship ille Katurai Gas io markets in the United States, most iikciy thc Ncw England statcs. 

Should ihe propoiient he alloweà to do this the clianiiels used to ship the gas to the United 

Siares (via pipelines or other inetliods) could iiever be shut dowr: regardless of what is in 

the bçst intercsts of Canadians. Ir. othcr woràs once the gas ilas started to flow to the 

Unitcd Stans  froni Rabaslia tlieii ii can i ~ v e r  be stopped for any reason. 

In this mznnw thiç proposa1 creates an increascc! threat to CanaLa‘s ei1wgy securi:y. 

Natioiis ililist be able to pro:cct dic intcrests of their citizens. To protect the energ., 
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inicrests of  Canadians Our goveniiiieiits inust ùe ablc io act to protect Our energy sïpply. 

Never being able to physically “tun: o f f  the ta@’ mrans Canada must act to protcct rhc 

eiierey seciiriiy ofAmcricans before i t  c m  act in oiir inicrests. 

NAFTA will not ailow a lowcring of Natural Gas prices for Canadians 

Çubsertion B o f M i c l c  605 States: 

“the Party does iiot impose a higber price for cxports of an mergy or basic 

petrochemical gool  to tliat otiier Party tlian the pricç chargcd for such 

good whcn consumcd domcs:ically. by rneans o f  any measure such ZIS 

liceiises, Cees, taxation and miniinuni price requirements. Thc forcgoing 

provisioii docs not appply to a tiplier price that may result fi-om a measure 

taken pursuait to subpiragaph (a) thal only restricts the volumc of 

cxports:” 

Thc proponcni argues thai rbc Natural Gas from ihis project will be stipplied to residenls 

o r  Queùec and Ontario. This niay very well be the case. boweve~ how wiil this L.NG 

benefit these cesidents comparcd io Natural Gas from Canadian sources. 

TRcrc !vil1 bc no price baiefit to these residents fioin this project. A s  iliustratcd abovc, 

l’;hFTA docs not allow for preferential pricing. The gas froin this project woldd have to 

ùe soid at the world pnce resulting in no savings for local resicieitç. If the project were to 
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go aliead ihen 1 can imagine Quehec Ciry a x a  residents a d h g  thc same questior, 

Albertans are asking, “\Nliy is the pnce so high wlien we are so close to the source?” 

Whilc local residents will iioi SEC a recuction in tlieir natural gas bills due to this 

proposal. they will bear 0th- COÇ~S.  Thcsc other costs iiiclude: increascd danger froin 

explosion duc to an accideiit or deliberaie ariack, more jbips plyiiig an alrîady heavily 

travelled waierway which increases the likelihood of an collision, and increased green 

housc gas çmissions. While natural sas is a cleaiier N e 1  the process o ï  liquçfing and 

gasification arc cxtrenely energy iiiiense resulting in increased green hoiise gases not to 

inentior, the ernissions coming from the iransportation oft1,ic LNG. To inany people LNG 

is no: a clean fuel, particu!ar!y whcn al1 of the greei: house gas milissions caused by it are 

considered. 

LNG imports will Iiarm Canada’s Encrgy Security 

:t 1s a wcll known ïact that Canada‘s doinestic Uatural Gas coiismprion is wcll below 

what we produce aiid thar this CXCÇSS production flows to the tinited States. Canada’s 

doinestic gaî reserves could saiisfy Our dcniand for many years except that NAFTA 

prevents us from reducing oiir expons, so there is little room for increastid Cmadian 

dcmaxl. Thc propoccnt argues that this is why an LNC terminal is needed: to impoit 

Xaiural Gas Lo nieci ihe growing Caxdiaii dena id  since nost of oiir excess capacity is 

zlrcady flowing :O ihc Uniied Siaies. 

Page 7 o f  9 

6:33921565 W G E  .O8 



OENNIS BEVINGTON MP DlGE 09/10  

Howevcr, Canada has massivc unfappcd rcscwcs of Nafural Gas which could easily ineet 

acy futurc growth in Canadian dcmand. By s a t k ~ i c g  increased Canadian deniand Tor 

Falural Gas wilh LNG the propoiient is dniying Canadians the oTpominity :O develop 

Our industry in a manner which catisfies Canada's interects first. If rliis project goes aliead 

Canada's untappcd Natural Gas rescrvcs will siill bç developed, but rather tlian :O satisfy 

doincslic consuniption rhis development wiil be to sa:isfy C.S. dcmand. 

The sigiiXcaiit diffwence betweeii sales to the U.S. and sales to Canada is the role 

NAFTA plays. The Agreeineiit prevenfs the reduction o f  energy imports to the United 

Stares while sales to Canadians can bc rcduccd or rcaliocatcd according to whal is in the 

best interests of Canada. In otbcr words if lhis projcct gocs ahead Canadians will be 

trading a sccurc soxcc of energy (domestic Naatural Cas) for an un-secure source of 

energy (iinponed LNG). 

Conclusion 

I would like to end iny subinission with a quolc from Stepiien Letwin, group vice- 

prcsidcnt ofgas sirategy at Enbridge Inc., "If wc don't bring it in, eitlier we are 

going to sce sustained liigh prices or we arc going to have to End zlteniaie energy sources 

of enei,i tiint will rcplacc it, 'uecause we are just not going to havc enough eaergy," 

While. as 1 argucd above, this project wili nor sec Naturai Gas 5ilis go down, 1 do agce 

wiih part of blr, Lctwifi's statenlent. lie is absolutci); right rkat we iieed to fin6 

alteniative energy seurccs. 
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It i s  these new altcrnatives that we need to be explorin@ not the coiitinued dcvclopment of 

more cai’uon-bascd energy sources. Thcre are plenty of clcan energy possibilities and for 

thc cos: o f  tbis tenninal wc could pay fo: tlicir deveiopnttnt and distribution. 
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