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Independent report finds Mackenzie Gas Project  
will be highly profitable and that governments are forgoing 

 billions in potential tax revenue 
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The Mackenzie Gas Project would be one of the largest ever energy developments in North 
America. The Mackenzie Gas Project has four partners:  

Imperial Oil Resources Ventures Limited will construct and operate the gathering system and 
pipeline. Imperial Oil Limited owns the Taglu gas field. ConocoPhillips Canada (North) Limited 
and ExxonMobil Canada Properties Limited own the Parsons Lake gas field (75% and 25% 
respectively).  Shell Canada Limited owns the Niglintgak gas field.  

The Mackenzie Valley Aboriginal Pipeline Limited Partnership (or Aboriginal Pipeline Group) 
has an agreement to own a 30% interest in the Mackenzie Valley Pipeline.  

Natural gas from the three anchor fields will be the first to flow through the Mackenzie Gas 
Project. Additional resources may be added if they are available. The pipeline will be 
approximately 1220 km long and has been designed to carry up to 34 million cubic metres per 
day of natural gas. 

Liquids will be stripped from gas at a processing plant in Inuvik and shipped to Norman Wells in 
a new pipeline where it will enter the existing IPL pipeline for further transport south.   

The presently estimated cost of the Project is approximately $7.5 billion for the approximately 
20-30 years it may operate. Construction will be finished in three years with peak employment of 
about 8,700 workers (the population of the Mackenzie Valley is about 12,000 people). About 
150 people will be required to operate the entire system.  

A Joint Review Panel was appointed on August 18, 2004 to conduct an environmental 
assessment of the Project. A separate review of the Project is also being carried out by the 
National Energy Board. Further regulatory approvals will also be required, if and when the 
Project proceeds. 

Fiscal Certainty and Subsidies for the Mackenzie Gas Project 

The Deputy Prime Minister sent a letter dated November 16, 2005 to the MGP proponents (see 
http://www.ainc-inac.gc.ca/nr/prs/s-d2005/dpm_e.html) confirming the proponents’ request for 
$1.2 billion in subsidies to make the project economically viable.  The federal government in that 
letter and a related letter to the NWT government (see http://www.ainc-inac.gc.ca/nr/prs/s-
d2005/asl_e.html), committed to the following: 

• Considering an equity loan guarantee for the Aboriginal Pipeline Group; 
• Maintaining a competitive tax environment; 
• No intentions of any project-specific taxes or for the region as a whole; 
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• Any devolution arrangements with the NWT government or new self-government 
agreements will be consistent with the federal commitments for the MGP; and 

• Opposing any moves by Aboriginal governments to raise tax-like revenues from the 
MGP. 

The NWT government sent a letter dated November 22, 2005 to the MGP proponents (see 
http://www.ngps.nt.ca/Upload/Interveners/O%20Reilly%20-%20Kevin%20-%20citizen/05-11-
22%20Mackenzie%20Gas%20Project%20Fiscal%20Assurances.pdf) committing to the 
following: 

• No intention of introducing or supporting any new, targeted tax, or royalty changes (post-
devolution) that would negatively impact the MGP; 

• Maintaining the current royalty regime for the three anchor fields; 
• No intention of raising property taxes in a manner to capture revenues from the MGP; 
• No new fiscal measures or taxes to target the MGP; 
• Working with the proponents to determine fair and equitable arrangements for the filing 

of corporate income taxes for the MGP; and 
• Ensuring future devolution agreements are consistent with the above commitments and 

those made by the federal governments. 

The current federal government has indicated that it does not support any further public subsidies 
for the MGP.  The idea of a government equity stake in the MGP was recently floated by the 
chief federal negotiator for the MGP, but Imperial Oil has not supported this concept now or in 
the past.   

Further negotiations on public subsidies are expected this fall after Imperial Oil releases revised 
cost estimates for the MGP. 

Profitability of the Oil and Gas Sector in Canada 

Last year the oil and gas industry in Canada made profits of $31.3 billion.  Imperial Oil had 
record profits of $3.1 billion over the last 12 months, an increase of 53% over the same period 
the previous year. This is the fifth highest corporate profit rate for any Canadian company last 
year. Shell Canada made a profit of $1.99 billion over the last year. 

The federal government provided subsidies to the oil and gas sector that totaled more than $1.4 
billion last year according to a recent petition filed by the Pembina Institute with Canada’s 
Auditor General (http://www.pembina.org/pdf/news/AG-Petition.pdf). 


