
The proposed Joslyn North tar sands mine has been shelved,
according to its principal operator, Total S.A. The mine, planned
to produce 160,000 barrels of dilbit per day, had contracted to
ship through three major pipelines: Northern Gateway, Trans
Mountain, and Keystone XL.

Total S.A. have indicated that although the project might be
revived in the future, no further decisions would be made until
at least 2017. The major factor was said to be the escalating cost
of development and production. So far, the site has been cleared
and test drilling carried out, but excavation has not been started. 

Joslyn North was one of a very few tar sands open-pit mining
projects on the ‘proposed but not started’ list. An overwhelming
majority of existing and proposed projects are described as ‘in
situ’, although a wide variety of techniques fall under that
description.

Some observers have commented that the continued
uncertainty regarding the availability of pipeline capacity was
starting to be a factor in decisions to proceed with new projects.
However, Total S.A. did not identify this as a factor in its decision
to suspend work on Joslyn.

Pipeline Capacity
It has long been evident that the combined capacity of pipelines
proposed to serve the tar sands exceeds the additional
production planned by 2021. Since each new pipeline proposal’s
permitting process has delay or even cancellation risks—delays
during construction are also not unknown—production
companies can be expected to sign with and support more than
one pipeline proposal. Each pipeline can, therefore, reassure its
investors that it had inked contracts that, in total, exceeded its
designed capacity. This appears to have happened.

Currently, the Keystone XL pipeline (510,000 barrels per
day) to the US Gulf Coast has been delayed indefinitely by the
US Administration; the Northern Gateway pipeline (525,000
bpd) is expected to be approved this month by the federal
cabinet, but faces a legal jungle, much of it resulting from First
Nations opposition; the Energy East pipeline (1,100,000 bpd) is
in the early stages of the approval process; and the Trans
Mountain Expansion Project (additional 590,000 bpd) is
currently in National Energy Board hearings.

To put these figures in perspective, current tar sands
production is approximately 2,300,000 bpd; it is expected to

rise to 3,700,000 bpd by 2021. If all the planned pipelines listed
above were to be built, they would add 2,725,000 bpd to the
present capacity. Looks like too much, but it’s a big if.

There are two questions:
• Will there be enough pipeline capacity by 2021 to take the

increases in tar sands production to markets beyond the US?
• If there is not enough pipeline capacity, will investors

rethink their commitment of capital to production facilities,
supporting only what they think the pipelines will move?

These questions are thrown into sharp focus by the
suspension of work on the Joslyn project. A contract to move
160,000 bpd of dilbit would have been available to whatever
pipeline(s) survived the regulatory and legal processes. This
would be a substantial contract, and could have made the
difference between profit and loss to a pipeline company.

New Risks
Tar sands producers and the pipeline companies that serve

them now face additional investment uncertainties. Up to the
present, selling to the US, their concerns were production (and
possibly upgrading) costs, pipeline tolls, and crude oil pricing. 

Now, selling dilbit to Gulf Coast, Asian, or European
refineries introduces new transportation cost uncertainties and
a shifting pricing regime based on world markets and world
political influences. 

Uncertain indeed! 0
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