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What'll it be,
Mr. Bush?

Fill 'er up,
Stevel

Americans are addicted to oil. George W Bush said it himself.

by Arthur Caldicott

ctually, the entire industrialized world is ad-

dicted to oil. And those countries that aren’t yet

fully wired on the fossil fuel junk, like China
and India, are getting hooked fast.

Addicts of oil will apparently do just about anything
for a fix. Few commodities — perhaps even including
tobacco, alcohol and heroin — have such inelastic de-
mand. “Gotta have it.”

Canada and lIraq, in quite different ways, are in the
throes of historical change which derive from a common
situation — the global and particularly the US need for
oil.

Both countries sit on a phenomenal amount of oil —
we’re number two and four respectively after Saudi Ara-
bia. One country is under an unwelcome military assault
and occupation. The other is willfully engorging on a
capital assault, and a corporate occupation.

Both will contribute significantly to enriching US oil
corporations and to ensuring that the US gets its fix.

The Global Context

In 2005, the US used 20.7 million barrels® of oil per
day (MMb/d). By 2015, it is expected that the US will
burn 23.5 MMb/d and by 2025, 26.1 MMb/d. That’s a 26
percent increase in consumption over the twenty years.

In 2005, the entire world consumed 83.4 MMb/d.
The US Energy Information Administration (EIA) esti-
mates that the world may use 98.3 MMb/d by 2015, and
110.7 MMb/d by 2025 — a 33 percent increase in
twenty years.
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Supply constraints, however, are a challenge to those
growth projections. The world may actually be running
out of oil. It

1S, ?t least, Us & World Oil Consumption
running out

of easily pro- L 1™

duced oil. 2 1m

Getting _E &0

what’'s left | & @ ::::m
out of the § 40

ground, and T D

moving it to o

end-users,

will not be
“business-as-usual.” The costs and impacts — economic,
environmental and social — will be profound.

The manifestations of supply constraints are every-
where we choose to look for them, but the most telling
indicator is the price of crude oil. Constrain the supply of
a commodity

. . BRENT CRUDE OL PRICES |
inatight mar-  Juy 1998- July 2006 (USS/kbl) -
ket and the e it

price  will f;i"ir'? [
rise. The his- L1
torical ~ price W [rose
for oil re- AP ooz
mained under . T I ' om0
US$30 a bar- ™ liase
rel Since the B

last energy crisis twenty-five years ago. In early 2004,
however, oil broke through the US$30 level and hasn’t
looked back. Oil has been above $70 for most of the first
half of 2006.
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To build on the addiction metaphor, our world has a
serious fossil fuel dependency, and oil is a part of that.
Modern civilization runs on a constant fix of hydrocar-
bons, burning 83 million barrels of oil, 275 billion cubic
feet of natural gas, and 15.2 million tonnes of coal, every
day. These are awesome quantities, beyond comprehen-
sion for most of us. Is this “civilization” even tenable
without fossil fuels?

The US is the biggest junkie on the global street —
with fewer than 5% of the world’s people, it uses 25% of
the world’s oil.

And it has to import most of it. Sixty percent of the
oil consumed in the US comes from somewhere else.

$100 billion is estimated to be invested in new pro-
duction projects in the oil sands by 2020.* Estimates are
highly elastic, and this one is based on an oil price of $32
per bbl. With oil at twice that price, the attraction for in-
vestment capital increases accordingly. There are, how-
ever, a couple of show-stoppers to increased oil sands
production. While capital floods in, in a seemingly un-
constrained rush, there are other factors which will serve
to throttle down otherwise unfettered growth — workers
and, ironically, energy.

It takes people to make energy

One estimate claims that the oil sands will create

America’s next hit 240,000 jobs across Canada by 2008.°

Control of the world’s remaining oil resources is al-
ready shifting dramatically from the countries which pro-
duce the oil, to those nations best equipped with dollars
and guns. Enter the number one oil junkie, the United
States, and its giant petroleum corporations — increas-
ingly on a permanent hunt to find the next hit.

Irag’s boundaries encompass the fourth largest
known oil reserves in the world. It is no small target,
with an estimated 115 billion barrels. (Number one is
Saudi Arabia with 264 billion barrels.?)

Acts of military aggression and occupation in Iraq, as
well as Kuwait and Afghanistan, are viewed by many as
steps by the United States and Britain to secure these oil
rich territories. At least 64% of Iraq’s oilfields, fully na-
tionalized prior to 2003, are being re-allocated since the
US occupation for development by multinational oil
companies.®

Canada contains the second largest reserve of oil in
the world, at 178 billion barrels. Most of that is in Al-
berta’s oil sands.

Canada’s role as a fundamental and willing partici-
pant in America’s energy strategy is easy to understand
for the obvious geographic, political and economic rea-
sons. Canada’s oil industry is completely integrated with
that of the US. Even those companies which are nomi-
nally Canadian — Enbridge, for example, or EnCana or
Suncor — trade their shares on the New York Stock Ex-
change as well as the Toronto Stock Exchange, and
there’s not much about them that makes them
“Canadian,” other than a head office in Canada. They are
all members of the corporate global energy plutocracy.

So it’s no surprise that American capital is marching
into Alberta at an unprecedented rate. Close to one mil-
lion barrels a day of oil was produced from the oil sands
in 2005 (compared to Canada’s total oil production of 2.5
million barrels per day). Expectations are that oil sands
production will be three or four times the current output
by 2015 — somewhere between three and four million
barrels per day.
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Think about that for a moment. Within two years,
Canada needs to find or train 240,000 new workers, just
for oil sands work. Can Canada “produce” so many peo-
ple in such a short period of time? Where will they come
from?

They’ll have to be imported. As many as 20,000 for-
eigners are expected to be working in Alberta this year,
nearly double the figure from 2005, driven higher by de-
mand for labour in the booming oil sands.

Entire workforces from China could be arriving in
Alberta within the next few years. These people, along
with all the Canadian workers and families, will need to
be housed and fed and provided with the amenities of a
modern civilization. In the capital assault that is ramping
up production from the oil sands, little thought is being
given to these human and social needs.

And as the oil sands compete with other labour mar-
kets, inflationary pressures become generalized across
the country. Headlines about labour shortages, and wage
pressures, have become routine in Alberta, and are begin-
ning to ripple across Canada.

It takes energy to make energy

The fossil fuel component in oil sands is bitumen.
Bitumen content of the sands is about 10-12%, sand and
clay is perhaps 80-85%, and the balance is water.

All the processes so far developed to separate bitu-
men from non-commercial components involve heat.
Natural gas is overwhelmingly the energy source used
for this purpose. Natural gas is also used in upgrading
bitumen to synthetic crude oil.

Approximately a billion cubic feet (bcf) of gas is re-
quired every day to produce (extract and upgrade) a mil-
lion barrels of oil, which is the current daily production
from the oil sands and a third of what is projected by
2015. Canada produces about 17 billion cubic feet per
day of natural gas, delivering all that gas into a continen-
tal market that is overheated, in which prices are at his-
torical heights and for which no relief is forecast.

SEPTEMBER-OCTOBER 2006



ENERGY

Most of the gas that would be shipped in the
Mackenzie Gas Pipeline, if it is built, will end up in the
oil sands. Another source of gas for the oil sands could
be liquefied natural gas (LNG) imports from overseas.
Kitimat LNG, Canada’s first west coast LNG import fa-
cility, was recently approved by the British Columbia
Environmental Assessment Office.

The only alternative to natural gas appears to be nu-
clear energy. It’s not too far fetched. Energy Alberta
Corp. already has a deal with Atomic Energy of Canada
Ltd., and is proposing a project using the Candu reactor
to sell steam to several oil sands producers.

Takeaway transportation pipelines

There are four groups of pipelines which are being
expanded, modified or proposed related to the oil sands.

1. An ever-expanding network of pipelines that con-
nect the growing multitude of oil sands extraction pro-
jects in northern Alberta to the main upgraders and hubs
at Edmonton and Hardisty, Alberta.

2. Long distance transportation pipelines that will
“takeaway” or move the oil from Canada to the west
coast or to the US.

3. Within the United States itself is a network of
pipelines that move oil to hubs and refineries, and which
distribute oil to end-users.

4. “Diluent” pipelines. This fourth group of pipelines
serves an essential function for the bituminous crude pro-
duced in the oil sands. This stuff is so viscous — imagine
cold molasses — that it needs to be diluted to move
through a pipeline efficiently. The diluent, typically a
“condensate” byproduct of natural gas processing, is
added to the oil, retrieved at the delivery end of the pipe-
line, and either used or recycled — piped back to Al-
berta.

The takeaway transportation pipelines, the second
group, are the multi-billion dollar energy arteries driven
by the enormous economic forces at play — forces
unleashed by US demand for oil.

Canada at present has oil pipeline capacity, from just
three pipelines, sufficient to transport just under 2.5 mil-
lion barrels per day (MMb/d) of oil from producing areas
to distribution hubs and end-user markets.

Pipeline Capacity (b/d)
Kinder Morgan Trans Mountain 225,000
Kinder Morgan Express 280,000
Enbridge 1,933,300

Total 2,438,300

In April 2006, with oil prices soaring above $70 and
no indication of any resolution to so many unsettling and
violent political events around the globe, particularly in
the Persian Gulf, the Canadian Association of Petroleum
Producers (CAPP) stated that “pipeline capacity must be

WATERSHED SENTINEL

expanded to move the growth in oil production to mar-
kets — enough to accommodate an additional 2.5 million
barrels of crude oil a day by 2020.”°— a doubling of ca-
pacity.

Canada produces oil from three sources.

e Offshore production from the Atlantic coast, for
which no appreciable change in production is antici-
pated;

e Conventional production from the Western Cana-
dian Sedimentary Basin (WCSB), from which production
has been de-
clining stead-
ily since about
1999. The S0 W Sareks Goowlh
WCSB is the L) | 2005 1 e
massive petro-
leum produc-
ing area that
underlies
much of Al- .
berta, north- #
east BC, and
parts of Saskatchewan and the Northwest Territory;

* Oil sands production. The chart shows clearly the
growth in Canadian oil production from the oil sands,
even as conventional production declines.

The consensus of agencies that analyze these
things — particularly the National Energy Board , CAPP,
and the EIA is that all available surplus takeaway capac-
ity will be used up around 2007-2008. There are already
frequent allocation constraints leading to apportionment.
Within ten to fifteen years, pipeline capacity will need to
double.

That’s a lot of oil to move.

For producers, this is an emerging crisis. Their game
is selling oil. Without the infrastructure necessary to
move that oil to markets, they have no game.

Pipeline companies also see this crunch coming, un-
derstand the business opportunity, feel the pressure from
producers, and have been introducing expansion projects
and new pipelines for at least a couple of years.

$20 billion dollars in new projects have emerged,
with the capacity to transport an additional 3.5 million
barrels per day of oil to markets, most of them in the
United States. With forecasts that 2.5 million b/d of addi-
tional capacity will be required, and a regulator inclined
to grant CPCNs like it’s handing out gift coupons, it
could be that many of these pipelines actually will get
built. Caught up in the interplay of the US addiction to
oil, NAFTA, and plain old greed, northern Alberta will
be torn apart and Canada will lock itself into pushing its
oil as quickly as possible out of the country.

As all that oil is produced, and ultimately used,
greenhouse gas production in North America will accel-
erate unabated.

Canadian Oil Preduction
Conventional, Dil Sands and Offshore
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GATEWAY PETROLEUM EXPORT PIPELINE
600,000 b/d; $2.5 billion

Edmonton teo Kitimat

Owner: Enbridge

Markets: China, other Asia, US west coast
Open Season: high interest, added capacity
NEB: in pre-app phase

GATEWAY CONDENSATE PIPELINE
$1.7 billion; 150,000 b/d, up to 230,000 b/d
Parallel to Gateway oil pipeline

Source: Russia, Asia, Middle East

Issues: First Nations, uncertain Chinese part-
ners, offshore moratorium, rugged vulner-
able terrain.

Unlikely to proceed.

ALTEX BULLET PIPELINE

250,000 b/d; $3.6 billion

Edmenton - Houston TX

One-project Altex is unlikely to beat com-
peting Enbridge, even with mysterious new
technology that requires less diluent.

ENBRIDGE “BULLET”

400,000 b/d; US$3.6 billion

Hardisty - Houston TX

This latecomer doesn’t even have a name
yet, but if a bullet goes ahead, Enbridge is
more likely to build it than Altex.

Three steps in the development of a pipeline

Pipelines are billion dollar undertakings, and a great
deal of planning, preparation, and money 1s invested 1n
a project by the time construction starts. Three prelimi-
nary phases or steps are common to all.

1. Introduce the idea. When a new pipeline 1s con-
cetved, the company announces it by way of press
releases, conferences, etc. This generates awareness of
the proposal, and gives the company an early sense of
viability of the idea. Ideas floated 1n this stage often don’t
make 1t much further.

2.Open Season. A pipeline 15 only viable if shippers
commit to use it. Open Season is a formal process to iden-
tify the capacity on the pipeline shippers will commuit
to.

3.Regulatory approval. Every interprovincial and
international pipeline requires a Certificate of Public
Convenience and Necessity (CPCN) from the National
Energy Board (NEB) in Canada.

ENBRIDGE
GATEWAY

Fort McMurray

TMX-North
[TMX-1,2 &3

/
Edmonton
// Hardisty

ENBRIDGE

Vancouver

['EXPRESS

ALTEX
BULLET

The Pipelines

Pipeline (New Capacity) Capacity | Cost
(b/d) (Can
Smillion)
Kinder Morgan TMX-1, 2 & 3 | 475,000 2,400
Kinder Morgan TMX-North | 400,000 2,000
Enbridge Gateway 600,000 2,500
Enbridge Alberta Clipper 800,000 2,600
(Phase 1&2)
Enbridge Bullet 400,000 4. 300
TCPL Keystone 590,000 2,500
Altex Bullet 250,000 3,600
Total 3,615,000 | 19,900

WATERSHED SENTINEL
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TCPL
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River
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TRANS MOUNTAIN EXPANSION PROJECTS
Trans Mountain system serves BC & WA
Edmonton to Burnaby & NW Washington
Owner: Kinder Morgan

Current capacity: 225,000 b/d

TMX-1

Adds 75,000 b/d ; $595 million

Open Season received “strong support”
NEB approval expected late 2006
TMX-1,2,3 high likelihood of completion
TMX-2

Adds 100,000 b/d; $900 million

TMX-3

Add 300,000 b/d; $900 million
TMX-North

New 400,000 b/d; $2 billion
Valemont-Kitimat. Sames issues as Gateway

KEYSTONE PIPELINE

435,000 b/d, expandable to 590,000 b/d
Us$2.1 billion

Hardisty, AB to Patoka, IL

Owner: Trans Canada Pipeline (TCPL)

Open Season: 80% of capacity secured
Communications Energy and Paperworkers
Union says exporting unrefined bitumen is
exporting 18,000 jobs

Almost certain to proceed. Strong industry
support will overcome challenges.

ALBERTA CLIPPER

400,000 b/d

US$1.8 billion

Edmonton - Superior WI

Owner: Enbridge

Phase 2 adds 400,000 b/d for $380 million
Clipper by itself is incomplete without En-
bridge’s expansion projects within the US
CEO says won’t proceed if Keystone goes
ahead; only the Open Season knows for sure

View reading list, sources and resources at
www watershedsentinel.ca or

www.sgwalk.com

NAFTA - Out of Proportion

Article 605(a) of the North American Free Trade
Agreement (NAFTA) states that a government of a party
to the agreement (Canada, US, Mexico) cannot change
the proportion of the energy it exports to another par-
ty. Consequently, Article 605 1s often referred to as the
“proportionality” provision in NAFTA.

In agreeing to 605, Canada signed away the coun-
try’s energy autonomy, and tied the hands of any future
government that might want to try to regain a measure
of national control of Canada’s energy industry. Mexico
was smarter than that, and did not agree to Article 605.

In the last five years, Canada has exported about
65% of the oil it produces to the US. Virtually all of the
expected increase in production — a near doubling of
output, and all of it from the o1l sands — 1s likely to be
exported to the US. As a result, that 65% export figure
will rise significantly. And it won’t be reversible by gov-
ernment policy.

This increase in US export proportion over the next
ten years could be mitigated by reducing the amount
of o1l Canada imports for the Atlantic provinces, Que-
bec and Ontario or by exporting to other countries. En-
bridge’s Gateway, one of the proposed pipelines, intends
to do just that, selling to China and other Asian markets.

WATERSHED SENTINEL 5
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The pipeline contenders Hope and then along the Fraser River to Burnaby. Ca-

Pipeline Capacity Cost

New Capacity b/d CAD$million
Kinder Morgan TMX-1, 2&3 475,000 2,400
Kinder Morgan TMX-North 400,000 2,000
Enbridge Gateway 600,000 2,500
Enbridge Alberta Clipper (1&2) 800,000 2,600
Enbridge Bullet 400,000 4,300
TCPL Keystone 590,000 2,500
Altex Bullet 250,000 3,600

Total 3,515,000 19,900

KINDER MORGAN INC.

Kinder Morgan pipelines transport about 20% of the
oil produced in western Canada through two pipeline
systems, Express and Trans Mountain. Houston-based
Kinder Morgan’s interest in these pipelines came with its
acquisition in 2005 of Terasen Inc.

A deliberately obscure legislative change in 2003
removed barriers to share acquisition by non-British Co-
lumbians, and the company that was once BC Gas, later
Terasen, was set up for takeover by Kinder Morgan in
2005.

Many British Columbian were enraged, but efforts to
obstruct the takeover were futile.

In August 2006, Kinder Morgan itself, a publicly
traded company, accepted a buyout offer worth US $22
billion from its founders, Richard Kinder and William
Morgan and a syndicate of investment firms including
Investors Trust, AIG, and the Carlyle Group. They intend
to take the company private, the corporate equivalent of
a submarine diving underwater, as far as disclosure and
accountability goes.

Revenues for Kinder Morgan were US $1.6 billion in
2005; after tax profits were $554 million.

The Express Pipeline system is actually two con-
nected pipelines - the Express Pipeline from Hardisty,
Alberta to Casper, Wyoming and the Platte Pipeline from
Casper to Wood River, Illinois. Its capacity is 280,000
MMb/d of oil, after completion of a 110,000 MMb/d ex-
pansion project in early 2005.

No further expansion plans have been announced on
the Express system.

The Express system is one-third owned by Kinder
Morgan, with Ontario teacher and municipal employees
pension funds owning the remaining two-thirds. Kinder
Morgan operates the system.

The Trans Mountain system runs from Edmonton,
through Jasper National Park then south through British
Columbia, dropping alongside the Coquihalla River to

WATERSHED SENTINEL

pacity of the Trans Mountain system is 225,000 MMb/d.

60-70 percent of the oil in the Trans Mountain sys-
tem ends up in Canada; the rest, 30-40 percent, goes to
refineries in northwest Washington State. Of the Cana-
dian portion, as much as 10 percent is shipped from the
Westridge Marine Terminal — one or two ships per
month, mostly for deliveries to refineries along the Pa-
cific coast of the U.S. but occasionally elsewhere around
the Pacific Rim.

The expansion projects on the Trans Mountain sys-
tem are to be phased in over time, as market interest war-
rants.

Trans-Mountain Expansion Projects

The Trans Mountain system was built in the 1950s
and transports about 225,000 b/d, 1150 km from Edmon-
ton to Burnaby. The Trans-Mountain Expansion (TMX)
project will increase its capacity in three stages to
700,000 b/d.

TMX-1

Pump upgrades

$230 million

Add 35,000 b/d to 260,000 b/d
Proposed completion 2007
Pump additions and upgrades
Open Season: see below

NEB: approval November 2005

Anchor Loop
$365 million

Add 40,000 b/d to 300,000 b/d

Proposed completion 2008

Looping 158 km through Jasper and Mt. Robson Parks
Open Season: “strong support” received for both parts of
TMX-1

NEB: hearing completed August 2006, awaiting decision

TMX-2

$900 million

Add 100,000 b/d to 400,000 b/d

Proposed completion 2010

looping, pumps, tanks, 495 km in two sections
(Edmonton AB to Edson, Valemont BC to Kamloops)
Open season: not yet

NEB: not yet
TMX-3
$900 million

Add 300,000 b/d to 700,000 b/d
Proposed completion 2011
Loop from Kamloops BC to coast
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TMX-North

$2 billion

400,000 b/d

Valemont BC to Kitimat BC

Will TMX get built? TMX-1 & 2 — almost certainly.
TMX-3, likely. TMX-North — speculative, facing the
same obstacles as Gateway (g.v.)

The Trans Mountain expansion projects have been
introduced without fanfare, have attracted relatively little
interest from intervenors or the media. Given that the
proposed work is largely in existing right-of-way, on a
pipeline that has been operating for fifty years, the im-
pacts of the projects are likely to be of considerably less
magnitude than if the pipeline were entirely new, on new
right-of-way.

Relationships with First Nations are established,
though not necessarily good, and the expansion project
represents, in most instances, marginal additional in-
fringements on Aboriginal Rights and Title.

That said, in the Anchor Loop review by the NEB, a
motion was filed by the Simpcw First Nation to postpone
the hearing, days before the hearing was to begin in Au-
gust. The hearing completed three days later. The Board
dismissed the motion two weeks after that.

It is likely that the TMX-2 expansion project will ad-
vance to an NEB application, although at press time re-
sults were still not released from the Open Season—
which had already had its deadline extended a month to
late July.

A question with the Trans Mountain pipeline is,
where will the oil go?

Some will be absorbed in the growing Lower
Mainland. Most, however, will go into the US, particu-
larly to Washington State refineries such as BP at Cherry
Point or ConocoPhillips in Ferndale. Those currently
take about 15% of their feedstock from the Trans Moun-
tain system. (Which moves through the Olympic pipeline
recently purchased by Enbridge.) The rest is brought in
through the Strait of Juan de Fuca by tanker.

The refineries are crying for more crude oil, but a
1977 amendment to the Marine Mammal Protection Act
decreed that only the amount of crude oil needed for
Washington's consumption could pass across refin-
eries' loading docks.

In March, a spokesperson for the BP refinery stated
that the company was looking into a billion dollar retrofit
of the facility to handle Alberta bitumen.

TMX-North would be a new pipeline, facing all the
same obstacles that Gateway is confronted with. Kinder
Morgan will likely hold off on the northern project until
the fortunes or mis-fortunes of Gateway are fully re-
vealed, and until the market indicators are more persua-

WATERSHED SENTINEL

sive. That is, it is not much more than a planning option
at this time.

ENBRIDGE INC.

Enbridge transports 80% of the oil produced in west-
ern Canada, nearly 2 million barrels a day, through its
main system from Alberta to the US mid-west and On-
tario.

The system’s route is from Hardisty, Alberta to Su-
perior, Wisconsin at the west end of Lake Superior. From
Superior, some oil is transported back into Canada at
Sarnia, Ontario, routed across Wisconsin and Michigan.
The rest is delivered south into the US Midwest to major
hubs and refineries in Chicago and Patoka and Wood
River, Illinois, just across the Mississippi River from St.
Louis, Missouri.

Enbridge also owns an extensive set of pipelines in
the United States and elsewhere, as well as in Canada
where its head office is located.

The company’s revenues in 2005 were CAD $8.4
billion. Its after-tax profits were $563 million.

Enbridge is proposing three new pipeline systems to
capture a significant share of increased shipping of oil
sands product.

GatewayPipelines Project

The Gateway proposal is actually two pipelines sharing a
common right-of-way. One will move oil sands bitumen
from east to west, the other will transport imported dilu-
ent from west to east.

Gateway Petroleum Export Pipeline

$2.5 billion

36 inch

600,000 b/d

1,200 km

Proposed completion 2011

Edmonton AB to Kitimat BC

Markets: China & other Asia, westcoast US
Open Season: high degree of interest

NEB: pre-app, Nov 2005

Gateway Condensate Pipeline

$1.7 billion

16 (could be 20) inch

150,000 (could be 230,000) bpd

1,200 km

Kitimat BC to Edmonton AB

Source: gas producing areas around the world, eg. Rus-
sia, Asia, Middle East

Open Season: high degree of interest

NEB: pre-app, Nov 2005
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Will Gateway get built? It’s getting tougher every step
of the way, unless everything is up for negotiation.

Gateway filed preliminary applications for both the
oil and condensate pipelines, and a marine terminal in
Kitimat, with the NEB in November 2005. Since then,
the company has completed Open Seasons on both pipe-
lines, confirmed with the NEB that the oil pipeline will
be increased from 30 inch to 36 inch diameter (400,000
b/d to 600,000 b/d capacity), and indicated that it may
increase the condensate pipeline from 16
inch to 20 inch diameter.

A formal application to the NEB is

lllustrative Tolls on
Existing Pipelines

trance to the Pacific Ocean. In conjunction with addi-
tional tankers importing condensate and liquefied
natural gas (LNG), the risks to the ocean and its
shoreline will skyrocket, setting up a “perfect storm”
of conditions for significant losses. An Exxon Val-
des-scale disaster is conceivable.

A coalition of environmental groups has advised
the NEB that the pipeline review cannot proceed
without resolution of the moratorium issue. The
Haida Nation also insist that the effects of tanker
traffic be addressed to its satisfaction.

Enbridge merely states that there is
“no restriction on the movement of tank-

ers into and out of Canadian ports.”” It’s a

expected by the end of 2006. :igg
The project review will be by Joint :ggg

debate that could end up in court, and

$0.50 4

Review Panel, as was the GSX Pipeline 159 |
to Vancouver Island and as is the — $1.00 -

take many tides to resolve.[See Morato-
rium sidebar]

$2.05

Mackenzie Gas Pipeline. §0.00 | o First Nations Gateway is routed in its
Gateway faces greater obstacles than B Vancouver eastern part through Treaty 8 territory,
any of the other major oil sands pipe- S Mot e and in the western part through First Na-

lines. That is, there are more reasons not
to build Gateway, than any of the others. 5o

Mustrative Expansion Tolls
From Edmonton

tions territories that have never been
ceded by treaty. The Haida Nation will be

Its odds of receiving regulatory approval, &

joined by other First Nations, who can

however, are reasonably good, given the  szs0 |
NEB penchant for ducking hard issues — 3200 -

. . . . 51.30
like those concerning First Nations and  s1.00 |
for rubber-stamping projects. :m .

collectively put their foot down harder on
this project than on any that has been pro-
posed in British Columbia.

The Carrier-Sekani Tribal Council has

Shipping costs on Gateway to mar-
kets are expected to be only slightly more
than the continental routes into the US.

B Prince Rupert | Kitimat
O Califernia
B S5outheast Asia

informed the NEB that it and other First
Nations expect to be part of any discus-

That is, moving oil 1200 km by pipeline
from Edmonton to Kitimat, and 8300 km

Mustrative Expansion Tolls
from Hardisty

sion with the federal government and the
NEB concerning the project review. First
Nations are proposing a review process of
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ciled with the NEB process. The Haida

Nation insist that the effects of tanker

traffic be addressed to their satisfaction.
Aboriginal legal issues may hamstring

proposals. £0.00
But the odds of Gateway actually be-
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the Gateway projects, and the story will
unfold in a complex mix of aboriginal

ing built are less than certain for at least

four reasons:

e Ecosystems and terrain If built, Gate-
way will be new right-of-way through extremely rug-
ged terrain, with many rivers and watersheds poten-
tially put at risk by project construction or a future
spill. First Nations and communities along the route
naturally are gravely concerned about the project.
The environmental impact assessments of the project
route will be hotly debated, protracted, and the addi-
tional costs to address and mitigate environmental
risks will inflate the cost of the pipeline.

e Qil tanker traffic The Gateway oil pipeline would
result in three or more large oil tankers per week
navigating the narrow route down Douglas Channel
from Kitimat, across Hecate Strait and out Dixon En-
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adapted from Canadian
Association of Petrodleum Producers

principles, resolve and the determination
of Enbridge to see this project through.
The NEB stands, or hides, behind its pol-
icy that everybody in its quasi-court gets the same treat-
ment, as articulated in its March 2006 “Consideration of
Aboriginal Concerns in National Energy Board Deci-
sions”®

Market Enbridge claims that the market for the oil
shipped in the Gateway pipeline will be mainly destined
for Chinese and Asian markets. In April 2005 Enbridge
announced a memorandum of understanding with Petro-
China International Company Ltd, which will eventually
secure approximately half the capacity on the Gateway
project for PetroChina. But in August this year, the com-
pany revealed difficulties in getting firm contracts with
the Chinese partners and the project would be delayed
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until 2011. Sometimes, difficult negotiations end up with
no agreement.

Enbridge Alberta Clipper
Phase 1

US$1.8 billion

36 inch

400,000 b/d

1,700 km

Edmonton AB to Superior WI
In service 2009-2010

Open Season: not yet

NEB: Q4 2006

Phase 2
400,000 b/d
$380 million

Will it move 0il? Only the Open Season knows...

The Alberta Clipper was announced by Enbridge af-
ter Gateway, perhaps once Enbridge realized the uphill
struggles it would face with Gateway, and the ground it
was losing as Trans Canada’s Keystone gained momen-
tum. And indeed, Enbridge CEO Pat Daniel indicated in
an August discussion with the business media that if
Keystone were to proceed, the Clipper may not. Enbridge
also stated that its decision would be driven by a high
degree of commitment from shippers.

The Clipper by itself is an incomplete system, ending
as it does at Superior, Wisconsin. Other Enbridge expan-
sion projects within the US complete the Clipper. The
main two are the Southern Access and Southern Access
Extension, running from Superior to Patoka, Il, and fur-
ther into the US south and eastern states.

Enbridge “Bullet”

US$3.6 billion

36 inch

400,000 b/d

Hardisty AB to Houston TX
Open Season: no

NEB: no

Will it move oil? Anything is possible, but...

The “bullet” pipeline was announced by Enbridge
CEO Pat Daniel in mid-July 2006. By press time, a com-
pany spokesperson explained that the “concept” still had
no name.

Much as the Alberta Clipper may have been a com-
petitive response to the TCPL Keystone project, the En-
bridge bullet may be intended to undermine, or seize,
whatever interest might be building in the Altex project
to move oil sands product to the Gulf Coast.
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TRANS-CANADA PIPELINE (TCPL)

Trans Canada owns an extensive network of natural
gas pipelines, but does not, as yet, have any oil pipelines
in Canada. The company’s head office is in Calgary. Its
2005 revenues were CDN $6.1 billion and its after tax
net was $1.2 billion.

Keystone Pipeline

US$2.1 billion

435,000 b/d, expandable to 590,000 b/d

2960 km (2100 km new, 860 converted from gas)
Hardisty AB to Patoka IL

In service 2009

Open Season: commitments for 80% of initial capacity
NEB: Regulatory filing prelim June 2006 (NEB) and ap-
plication expected in late 2006

Will it move oil? almost certainly.

Keystone is advancing through two separate regula-
tory applications. The first, underway now, is to transfer
the existing 860 km of natural gas pipeline from TCPL to
Keystone, thereby discontinuing its use as a natural gas
pipeline. The second, for which a preliminary application
has been filed, is for the construction of the oil pipeline.

In January 2006, Keystone secured firm, long-term
commitments from shippers for transportation of 340,000
barrels of crude oil per day, 80% of the proposed capac-
ity.

In the transfer application, the Communications En-
ergy and Paperworkers Union of Canada (CEP) filed a
notice of motion to have the transfer hearing and oil
pipeline hearing held concurrently. The primary concern
of CEP, apart from the apparent redundancy, inefficiency
and cost of two related processes held at separate times,
appears to be with the potential for an increasing propor-
tion of Canadian oil production to be exported, the
“proportionality” risks Canada faces from NAFTA [see
NAFTA sidebar].

In August, the Board denied the motion. The hearing
is scheduled for October 23.

ALTEX ENERGY

Altex is a private company headed by former execu-
tives responsible for building the $5-billion Alliance
natural gas pipeline to Chicago. The company has no ap-
parent history, projects or revenues.

Altex Bullet Pipeline
$3.6 billion

250,000 b/d

Edmonton — Houston TX
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Will it move oil? Pretty speculative

Altex claims the Bullet Pipeline system will use new
technology that requires less diluent to lower the viscos-
ity of the bitumen. So little information is available about
the company, its pipeline and its technological magic,
that it is not possible to evaluate. Does Altex have access
to technology that Enbridge, Kinder Morgan or Trans
Canada do not, or may have rejected?
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BC’s Offshore Moratorium: Unbelieve it!

Senior governments and corporations like Enbridge
are working a strategy to erode the public understand-
ing and consensus that a moratorium exists. That's a
change from a couple of years ago when the Royal So-
ciety and the Priddle Commission were tasked with
terms of reference from a government that shared the
understanding that a moratorium did, in fact, exist.

We are witnessing a deliberate campaign to change
our minds, and to convince us of something other than
what we have believed, up to now, is true. If the strat-
egy is effective, the public will begin to unbelieve the
moratorium, it will become as insubstantial as melting
frost on a winter window, and a critical precedent could
be established.

The game is at its most intense focus at the National
Energy Board Gateway pipeline proceeding. In April,
Pembina Institute and a number of environmental or-
ganizations wrote to the NEB, advising that the pipe-
line review cannot proceed without resolution of the
moratorium issue. Gateway responded that “there is in
fact no restriction on the movement of tankers into and
out of Canadian ports.”’
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Sources

1. Standard measure for oil volumes. The barrel (bbl)
is the conventional industry measure for oil. It’s what
we’re using in this article. Many of Canada’s govern-
ment publications use cubic metres (m* 1m*® = 6.292
bbl). The US frequently measures oil in gallons (gal; 1
bbl = 42 gal). Oil is also measured in terms of a standard
heat or energy output, the British Thermal Unit (Btu; 1
bbl = 5,800,000 Btus). We are also using the industry
convention for pipeline, production and consumption fig-
ures of million barrels per day (MMb/d).

2. Saudi Arabia’s reserve estimates are provided by
Saudi Aramco officials and cannot be evaluated by inde-
pendent analysts. Matthew Simmons, a prominent US
petroleum analyst, has been suspicious of the Saudi fig-
ures. If he is correct, Saudi Arabia’s contribution in the
future to global oil supplies could drop precipitously, and
Peak Oil may be closer than we think.

Twilight in the Desert: The Coming Saudi Oil Shock
and the World Economy

Matthew Simmons, John Wiley and Sons, 2005
www.twilightinthedesert.com

3. Crude Designs: The ripoff of Iraq’s oil wealth
Greg Muttitt, PLATFORM (www.carbonweb.org), 2005
www.globalpolicy.org/security/oil/2005/crudedesigns.
pdf

4. Economic Impacts of Alberta’s Oil Sands
Govinda R. Timilsina, Nicole LeBlanc, Thorn Walden
Canadian Energy Research Institute (CERI), 2005
www.ceri.ca/documents/Qil sandsReport-Final.PDF

5. Oil Sands Industry Update

Brent Stuart, Regional Issues Working Group Associa-
tion (RIWG), 2005

tinyurl.com/q98y3

6. Canadian crude oil: a reliable and growing supply
in a global market
tinyurl.com/p9dq6

7. July 11, 2006 letter from Richard A. Neufeld of Fraser
Milner Casgrain, counsel for Enbridge, to Karen Camp-
bell of Pembina Institute.

tinyurl.com/nfko9

8. Consideration of Aboriginal Concerns in National
Energy Board Decisions”

NEB, March 2006.

tinyurl.com/eurnh
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Suggested Reading Other sources:

Two starting points for information about oil and gas in
Canada are the Publications pages of the National Energy
Board (NEB) and the Canadian Association of Petroleum
Producers (CAPP).

www.neb-one.gc.ca

Www.capp.ca

For energy information with a US and global scope
(including much material specific to Canada) the US En-
ergy Information Administration (EIA) is a good place to
begin a search.

www.eia.doe.gov/

The main documents from the NEB, CAPP and EIA used
in putting together this essay are listed here.

Canada Crude Oil Production and Supply Forecast
2006-2020
Canadian Association of Petroleum Producers

tinyurl.com/o5g4u

Crude QOil Pipeline Expansion Summary, Feb 2005
Canadian Association of Petroleum Producers
www.capp.ca/raw.asp?x=1&dt=PDF&dn=83040

Consideration of Aboriginal Concerns in National
Energy Board Decisions”
NEB, March 2006.

tinyurl.com/eurnh

World Oil Balance, 2002-2006
Energy Information Administration
www.eia.doe.gov/emeu/ipsr/t21.xls

International Energy Outlook 2006
Energy Information Administration
www.eia.doe.gov/oiaf/ieo/index.html

World oil consumption
Energy Information Administration
www.eia.doe.gov/oiaf/ieo/excel/ieoreftab_4.xls

World oil markets
Energy Information Administration
www.eia.doe.gov/oiaf/ieo/pdf/oil.pdf

Country Analysis Briefs: IRAQ

Energy Information Administration
www.eia.doe.gov/emeu/cabs/Irag/Oil.html
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Oil Sands Fever: The Environmental Implications of
Canada's Oil Sands Rush

Dan Woynillowicz, Chris Severson-Baker, Marlo
Raynolds, The Pembina Institute, 2005
www.pembina.org/pubs/pub.php?id=203

Crude Designs: The ripoff of Iraq’s oil wealth

Greg Muttitt, PLATFORM (www.carbonweb.org), 2005
www.globalpolicy.org/security/oil/2005/crudedesigns.
pdf

U.S. Energy Overview
Solcomhouse
www.solcomhouse.com/usenergy.htm

Company websites:

Enbridge

www.enbridge.com

www.enbridge.com/pipelines
www.enbridge.com/gateway
library.enbridge.com/users/folder.asp?FolderID=1555

Kinder Morgan
www.kindermorgan.com
www.tmxproject.com/tmx/bins/index.asp

TCPL
www.transcanada.com
www.transcanada.com/keystone

Altex Energy
www.altex-energy.com

NEB project reqgistry:

Gateway Pipeline preliminary submission
tinyurl.com/pk9yb

TMX-1 Anchor Loop preliminary submission
tinyurl.com/aadrw

TMX-1 Anchor Loop application (OH-1-2006)
tinyurl.com/kxd86

TMX-1 Pump Station Expansion application
tinyurl.com/8reol

TCPL Keystone transfer application (MH-1-2006)
tinyurl.com/kywtt

TCPL Keystone preliminary submission
tinyurl.com/pjdrv
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Stay in: Touch Subscrlbe nOW. at
WWW: watershedsentmel ca or:
Box 39 Whaletown BC VOP. 1Z0

Haliburton, Ontario - phot(-) by Ester IStrijbos

Environmental News from BC and the World since 1991.
1 year (5 issues) Canada $20 Student/Low Income $10 (US $26)
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