
The deal reached in Alberta to limit greenhouse gas
emissions from the oil and gas industry has resulted in
considerable fallout.

First of all there is opposition to the deal from energy
companies who were not involved in the negotiations. This has
been described as pitting the tarsands producers against the
conventional oil producers, and the tarsands mining companies
against the ‘in-situ’ producers. The negotiating companies were
Canadian Natural Resources Ltd, Suncor Energy Inc, Shell
Canada, and Cenovus Energy Inc. Not involved were Imperial
Oil Ltd, MEG Energy Corp, and others.
Since any emissions cap is going to limit production, the

argument is about who gets how much of the potential
growth in production? The proposed increase in
GHG emissions is estimated at from 70mt now to
100mt by 2030. This could allow an increase of
as much as a million barrels a day from the tar
sands.

Are The New Pipelines
Needed?

However, the second question arises from production
forecasts from the Canadian Association of Petroleum
Producers (CAPP), which has aggregated the high and low
production plans made by the industry. Analyst Barry Saxifrage
has compared the numbers with present and proposed pipeline
capacity.
CAPPs high forecast, slightly less than 8 million barrels daily,

appears to require the shipping capacity of: 
• the Keystone XL pipeline (recently turned down by US

President Obama) plus 
• Trans Canada’s Energy East (which faces considerable

opposition in eastern Canada) plus
• Trans Mountain’s Expansion (which is still under

consideration under the NEB’s new rules), plus Northern
Gateway (essentially blocked by Prime Minister Trudeau’s
commitment to a tanker moratorium on the north BC coast) .
However, CAPP’s low forecast, slightly less than 5 million

barrels daily, appears to be satisfied by the capacity of existing
pipelines. CAPP’s slow-growth forecast includes all of western
Canada’s conventional oil, all current tarsands projects, and all

tarsands projects under construction, which will presumably be
completed.

How Credible Is The ‘Slow-Growth’
Forecast?

Saxifrage points out that the industry’s plans were made in early
2015, when oil was still over $60 per barrel, and any limitations
of production to meet GHG targets were not being considered.
Things are different now.
The world price of oil hovers around the $30 mark, and the

advantageous differential between the North American price
and the world price has disappeared. Any difference

between the price obtained for dilbit and the price
of conventional oil is now down to the additional
cost of refining the heavier bitumen crude.

These low prices are the result of a glut of
oil put on the market by Saudi Arabia in an
effort to retain market share and drive out
high-cost producers, such as fracking and
tarsands. This already has its effects in the

form of bankruptcy of companies primarily
involved in fracking in the US.

In the past, Saudi Arabia limited its production in order
to create some degree of scarcity to keep oil prices high. This is
no longer the case. With low prices, the national treasuries of
Saudi Arabia, Qatar, Russia, and some other large producers,
depend on oil sales proceeds to pay for government operations.
So, larger quantities must continue to be produced.
Around the world, many apparent oil reserves are in fact too

expensive to produce. A recent paper in Nature estimated this
at a third of oil reserves and half of gas reserves. Besides a
substantial part of Alberta’s undeveloped tarsands, this includes
many reserves to be developed by fracking, offshore oilfields,
Arctic locations, etc.
These reserves fit the financial definition of ‘stranded assets’:

assets which cannot be  profitably developed.
An Uncertain Future

In summary, the extent to which Alberta’s tarsands bitumen can
be marketed is not clear, given what appears to be a prolonged
deliberate oil glut and price war. The extent to which it can be
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Oil scene changing: Alberta climate deal and price war
Patrick Brown

‘The return on
investment available
from newly built or

renovated pipelines is no
longer as certain as it

used to be… ’



produced is also uncertain, given limitations imposed by both
GHG targets and lower available prices. The return on
investment available from newly built or renovated pipelines is
no longer as certain as it used to be, since the edge of profitability
depends to a great degree on running them at capacity.
Partly as a result of this, the available capital for both tarsands

development and pipeline building is substantially reduced. Past
assumptions of predictable growth no longer apply. Alberta’s oil
industry GHG limits, inadequate though they may be to meet
Canadian targets to restrain global climate change, are now a
major limitation. 
The game has changed.  0
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