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Significant new developments in North America’s energy landscape make it clearer than ever that the proposed
Keystone XL tar sands pipeline fails the President’s climate test and should be rejected as not being in the national
interest. Events have increasingly exposed the fallacy of assuming that the tar sands will be developed at the same
pace with or without Keystone XL. There is now little question that Keystone XL is critical to expanded production
in the tar sands. By driving increased production, Keystone XL would increase the carbon intensity of the world’s
fuel mix, significantly add to the carbon pollution driving climate change and undermine the nation’s climate
leadership. Closer to home, on the ranches and farms its route would cross, Keystone XL would also imperil the
health and drinking water of millions of Americans.
The Keystone XL tar sands pipeline will worsen climate change because it would lock in high-carbon
infrastructure for the next half century, facilitating expansion of the tar sands industry. With rising production
costs, pipeline constraints, and world oil prices dropping below break-even points for many tar sands projects,1 it
is now impossible to credibly argue that Keystone XL will not enable substantial growth in tar sands production
and associated carbon emissions.


Tar sands transportation bottlenecks, the high cost of rail, rising costs of labor and capital,2 and the low
cost of crude oil are forming a perfect storm that is leading to large project cancellations and an
expected slowdown in industry growth.3
o In February 2014, Shell announced the cancellation of its proposed 200,000 bpd Pierre River tar
sands mine,4 followed by Total’s announcement in May that it was canceling its 160,000 bpd
Joslyn North tar sands mine,5 with Statoil following suit in September when it announced the
cancellation of its 40,000 bpd Corner in situ project.6
o In its June 2014 market forecast report, the Canadian Association of Petroleum Producers
lowered its 2030 tar sands production forecast by 400,000 bpd due to factors including “cost
competitiveness and availability of financing.”7 In December, Canada’s National Energy Board rereleased a projection of tar sands production volumes under a low crude oil price scenario that
demonstrates the production impact of the developing tar sands industry slow down.8



Increasing tar sands production costs have further undermined the economic feasibility of tar sands
expansion.
o Production costs for tar sands have increased since the State Department prepared its Final
Supplemental Environmental Impact Statement (FSEIS). State relied in part on data from a 2013
report by the Canadian Energy Research Institute (CERI); however, in its 2014 update, CERI found
that the supply costs of producing a barrel of tar sands crude from the cheapest tar sands projects
had increased by over $20 per barrel.9
o Though rising supply costs and low oil prices were cited by Shell and Total as drivers of the
cancellation decisions discussed above, Total’s transport strategy relies heavily on three stalled
pipelines10 and Statoil cited pipeline constraints as a major reason for its recent project
cancellation.11



The significant drop in oil prices, a major consideration in the State Department’s analysis and a key
determinant to the tar sands industry’s outlook, requires a fresh look at the pipeline’s climate impacts.

o

o

o

Oil prices have now fallen below the $75 per barrel threshold at which the State Department
concluded “higher transportation costs [associated with rail] could have a substantial impact on
oil sands production levels-possibly in excess of the capacity of the proposed Project-because
many in situ projects are estimated to break even around these levels.”12
Oil prices are expected to remain substantially lower than State assumed.13 In fact, EIA has since
substantially reduced its oil price forecasts.14 Futures markets are forecasting that oil prices are
likely to trade within a range of $67 and $77 a barrel through 2022.15
The State Department finding that Keystone XL would not affect production rested on a range of
possible oil prices from $92/barrel to $145/barrel which is far from the current or projected
outlook.16 However, under the State Department scenario where oil prices were between $65
and $75, building Keystone XL would have “substantial impact on oil sands production levels”.17



Tar sands by rail shipments to the Gulf have fallen far short of projections18 in past environmental
reviews and proven significantly more costly than pipeline.
o The Canadian Association of Petroleum Producers (CAPP) and RBN Energy estimate that it costs
$15-$22 per barrel to transport tar sands crude by rail to the Gulf Coast19 versus Keystone XL’s
$8.10 per barrel.20 As oil prices remain low, tar sands producers cannot afford to depend heavily
on rail if operations are to remain profitable.
o The new Canexus unit train terminal at Bruderheim, near Edmonton – the first unit train terminal
serving Alberta’s tar sands region – is fraught with problems. After coming online less than one
year ago, it has operated at a fraction of its capacity, has faced unplanned shutdowns, and is on
the verge of bankruptcy.21



Tar sands industry leaders,and energy analysts continue to highlight the necessary of pipeline
infrastructure to enable the plan to triple tar sands expansion by 2030.22
o “Contrary to the opinion of the U.S. State Department, approving Keystone XL is indeed a
necessary condition to increasing oil sands production. What happens if it doesn’t get built?
Canada’s oil patch doesn’t like to think about that scenario, but it’s one that investors need to be
considering.” Jeff Rubin, former chief economist, CIBC World Markets23
o “If there were no more pipeline expansions, I would have to slow down,” Brian Ferguson,
Cenovous CEO (major tar sands company based in Canada)24
o “Approval of the northern leg of the Keystone XL pipeline, which will transport oil from Alberta to
Cushing, remains the most significant catalyst for improving takeaway bottlenecks, in our view.”
Barclays, Global 2014 E&P Spending Outlook25
o “This is why Keystone is so important for us – because we have this refinery capable of treating
our crude and today we are missing that opportunity because of that logistical constraint … Of
course, if those main pipeline projects are taking more time, that may impact the timing of the
decisions for the biggest projects in the oil sands.” Total E&P Canada (tar sands producer)
President Andrew Goffart26

As a result of all of the factors above, the climate case against the Keystone XL tar sands pipeline has
crystalized. It is now even more clear the pipeline will drive tar sands expansion.
 The FSEIS confirmed that tar sands crude oil is significantly more carbon intensive than the crudes it
would displace,27 and could therefore contribute 1.43 billion “accumulated incremental” or additional28
metric tons of GHG emissions to the atmosphere over 50 years .29
o This is equivalent to putting 5.7 million passenger vehicles on the road for the life time of the
project.30
o Studies suggest that these figures may have substantially underestimated Keystone XL’s carbon
impact by ignoring the effect that additional Canadian supply will have on global demand. The
Stockholm Institute published a study in Nature which estimated that the annual incremental



GHG emissions associated with Keystone XL would be 110 million metric tons, quadruple the
number relied on by State (or 5.5 billion metric tons over 50 years).31
o Total lifetime GHG emissions from the crude Keystone XL would transport are estimated to be 8.4
billion metric tons.32
If Keystone XL were built, the increased levels of carbon emissions generated by this single project would
lead to $128 billion in climate costs, according to the administration’s social costs of carbon calculator.33

Keystone XL and the tar sands crude oil it carries exposes the land and water resources of America’s heartland
to serious risks of dangerous spills.
 Following the 2010 pipeline rupture that spilled more than 800,000 gallons of tar sands into the
Kalamazoo River and has cost more than $1 billion in ongoing cleanup costs34 and another 2013 pipeline
rupture in Arkansas that spilled more than 200,000,35 it is widely understood that tar sands spills are more
dangerous, longer lasting, and more difficult to clean up than spills of conventional oil.36
 Native American communities – many of which are strongly opposed to the pipeline – have long argued
that they were not consulted about Keystone XL’s impact to their traditional lands and waters.37
o The importance of this failure by the State Department and TransCanada was reiterated by U.S.
Secretary of the Interior Sally Jewell in early December when she stated that “they know their
lands better than we do.”38
 The leak detection technology proposed for Keystone XL is insufficient and could allow a catastrophic spill
of up to half a million gallons per day to go undetected by operators.39
o Tar sands spills along the pipeline’s route present an unacceptable risk for water resources, such
as the Ogallala aquifer, and the globally critical farm and ranchland that depends on this resource.
o A recent investigation found that leak detection systems miss 19 out of 20 spills – a systemic
failure that needs to be addressed to prevent what could become the largest tar sands spill in the
U.S.40
Keystone XL is a foreign pipeline through the U.S. that will facilitate export of Canadian raw and refined oil to
markets around the world.
 President Obama has already noted that Keystone XL provides “the ability of Canada to pump their oil,
send it through our land, down to the Gulf, where it will be sold everywhere else.”41 Data from the U.S.
Energy Information Agency back him up, showing a clear and steady increase in U.S. Gulf Coast exports of
both refined petroleum products and crude oil.42
 Keystone XL is not about enhancing U.S. energy security. More than half of the fuels produced from the
crude moved through Keystone XL are forecast to be exported internationally and the pipeline is not
necessary for transporting domestic crude.43
Keystone XL is not a jobs creator and never has been.
 According to the State Department’s FSEIS, Keystone XL would create 1,950 construction jobs over two
years and only 50 permanent jobs (35 of which would be located in the U.S.).44 Meanwhile, clean energy
companies announced 18,000 jobs in the third quarter of 2014 alone. 45
Approval of Keystone XL would negatively impact U.S. and international efforts to stabilize climate change and
seriously undermine the nation’s climate leadership.
 The U.S. must be consistent in its call to reduce significant new sources of carbon, a position that is in
direct conflict with approving a pipeline that supports expanded tar sands production. Rejecting Keystone
XL is consistent with other policies in the President’s Climate Action Plan, such as ending financial support
for new overseas coal power plants.46
 Keystone XL is wholly inconsistent with a scenario where the international community limits warming to 2
degrees Celsius. In IEA forecasts, meeting that goal is dependent on significantly reduced U.S. and global
oil consumption through 2035.47



U.S. climate leadership and credibility in negotiating robust international climate commitments depends
on taking actions at home that are consistent with what the U.S. is asking other countries to do. Rejecting
Keystone XL demonstrates that the U.S. will not allow new infrastructure that unlocks large sources of
carbon pollution.48

Approval of Keystone XL would further undermine Canada’s capacity to make and honor future greenhouse gas
emissions reductions.
 Extraction of tar sands oil is Canada’s fastest growing source of emissions and its most significant barrier
to meeting its international greenhouse gas reduction target.49
 Canada is currently on track to miss its climate obligations by a large margin.50 A large part of this failure is
due to emissions from the nation’s expanding tar sands industry, which are expected to nearly double
from 2010 levels by 2020.51
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