Summary of Testimony by Anthony Swift, Natural Resources Defense Council
The Keystone XL tar sands project would pipe some of the dirtiest oil on the planet through the
breadbasket of America to be shipped overseas through the Gulf of Mexico. Financial analysts,
industry commentators, and the environmental community agree that Keystone XL is a lynchpin
for tar sands expansion and the carbon pollution associated with it. Rail has proven a feasible
transportation option for light crude from the Bakken formation of North Dakota and southern
Canada. However, despite greater market pressures to move tar sands to the Gulf Coast than
those faced by Bakken producers, rail continues to be a marginal transportation option for heavy
tar sands producers in northern Alberta.


In January 2013, when over two thirds of light Bakken production moved to refinery
markets by rail, less than 2% of Albertan tar sands and conventional heavy crude
production was transported by rail.



Rail is a significantly more expensive option for northern Alberta tar sands producers –
tar sands projects are 1000 miles farther from refinery markets, less heavy tar sands can
be loaded onto rail cars than light crude, and tar sands by rail requires specialized rail
cars, onloading and offloading terminals.



Many new tar sands projects do not have sufficient margins to profitably internalize an
additional $10 to $20 per barrel cost associated with rail transport.

The substantial risks of the Keystone XL tar sands pipeline outweigh its marginal benefits.
Keystone XL would enable a substantial expansion of tar sands expansion and substantial
climate pollution associated with it. The pipeline would endanger critical jobs on ranches and
farms in the Great Plains states in order to transport tar sands to the Gulf Coast where it can be
refined and exported. In exchange for 35 permanent jobs, Keystone XL would pose a permanent
risk to American communities, sensitive water resources, agricultural industry and climate.
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Chairman Whitfield, Ranking Member Rush and members of the Committee, thank you for
today’s opportunity to testify on Congressman Terry’s proposal. My name is Anthony Swift. I
am a policy analyst for the Natural Resources Defense Council (NRDC). NRDC is a national,
nonprofit organization of scientists, lawyers and environmental specialists dedicated to
protecting public health and the environment. Founded in 1970, NRDC has more than 1.2
million members and online activists worldwide, serviced from offices in New York,
Washington, Los Angeles, San Francisco, Chicago, and Beijing.

Keystone XL is critical for tar sands expansion and associated climate emissions
The Keystone XL tar sands pipeline is a lynchpin for the expansion of the tar sands bitumen
production in Canada. On this point, market analysts, voices in the Albertan tar sands industry,
and the environmental community agree. Industry’s plan to triple tar sands production by 2030,
and the significant environmental impacts associated with that plan, cannot take place without
the approval of the Keystone XL tar sands pipeline as a major avenue to the needed new markets
for tar sands crude.1

Alternative pipeline and rail tar sands transportation proposals will not allow for the same level
of tar sands production expansion and the associated climate emissions as the Keystone XL
1

Canadian Association of Petroleum Producers (CAPP), Crude Oil, Forecasts, Markets and Pipelines, June 2012, pg.
38, http://www.capp.ca/forecast/Pages/default.aspx.

2

pipeline. As analysts at the CIBC bank in Canada have observed, tar sands oil producers in
Alberta need every proposed tar sands infrastructure project – including Keystone XL - to move
forward in order to meet industry production expansion goals.2 For the following reasons, many
of these proposed tar sands transportation projects are unlikely to move forward.

Pipelines to the west and east coasts are stalled by entrenched public and First Nations
opposition.3 Many of these proposals will require the use of aging pipelines to move tar sands
through communities and sensitive watersheds.4 After the rupture of the Pegasus pipeline in the
Arkansas community of Mayflower, the risks of these projects is becoming more apparent to the
communities they would cross.

In its most recent draft supplemental environmental impact statement, while the State
Department acknowledged that tar sands is significantly more carbon intensive over its lifecycle
than conventional crude, the agency mistakenly suggested that rail could provide an
economically feasible alternative to Keystone XL.5

The State Department made the prediction that tar sands by rail was on the verge of rapid
expansion in 2011.6 State’s forecast proved inaccurate then and its 2013 forecast on the viability
of rail continues to be substantively flawed. For the reasons laid out here, rail does not provide
an economically feasible alternative for the Keystone XL tar sands pipeline.
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A cornerstone of State’s conclusion that rail is a feasible alternative to Keystone XL is the
example of rail use by oil producers in North Dakota and Montana. However, although over the
last three years producers of light crude in the Bakken oilfields have responded to price discounts
and transportation constraints by turning to rail to move their crude to market, this same scenario
does not apply in the Canadian tar sands.

From 2009 to 2013, transport of oil by rail in North Dakota increased from a few thousand
barrels a day to over half a million.7 In January 2013, over two thirds of light crude produced in
North Dakota was transported to refineries by rail.8 As they turned to rail, domestic light oil
producers have even rejected major pipeline proposals – including Oenok’s 200,000 barrel per
day Bakken pipeline.9 When analysts talk about the upsurge of rail transport in the United States
and southern Canada, this is what they’re referring to – an enormous expansion of light crude
from the Bakken.
However, a similar expansion has not occurred in Alberta’s tar sands despite the need for
additional transportation infrastructure. Data from the Energy Information Administration show
that about 35,000 bpd of Canadian tar sands and conventional heavy crude – or less than 2% –
moved to US refineries markets in the Gulf and East Coasts by rail in December 2012.10

The answer does not seem to be pricing discounts. From 2009 to 2012, producers of tar sands
faced the same price discounts that Bakken producers did, if not greater ones.11 There are two
major reasons why tar sands producers haven’t turned to rail to move their product to market.
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First, it is significantly more expensive for them to do so, and second, they have significantly
tighter profit margins than Bakken producers.

Tar sands diluted bitumen is significantly more expensive to move by rail than Bakken light
crude. There are a number of reasons for this:


The tar sands are about 1,000 miles farther away from refinery markets than the Bakken
oil fields.



Trains moving light crude can carry nearly 30% more crude than trains moving heavy tar
sands diluted bitumen.12



Moving tar sands requires specialized rail offloading terminals, onloading terminals and
heated rail cars.13

All of these factors increase the cost of moving a barrel of tar sands to Gulf Coast refineries.
Shipping a barrel of tar sands diluted bitumen to the Gulf is currently costing tar sands producers
$31 a barrel.14 Moving it by pipeline only costs $8 to $9.50 a barrel.15

Tar sands producers also have much tighter margins than conventional Bakken producers. Tar
sands crude is a lower value commodity than Bakken light crude. In addition, it has significantly
higher production prices. With breakeven production costs ranging from $60 a barrel to over
$100 a barrel – and increasing by each year – new tar sands projects cannot profitably bear
significantly greater transportation costs associated with rail.16
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Infrastructure is needed for tar sands expansion, and it is clear to most observers that the permit
decision for Keystone XL plays a critical role in the future of tar sands production and the
greenhouse gas emissions associated with it. Producing tar sands generates at least three times as
much carbon as conventional crude. The Environmental Protection Agency (EPA) estimates that
simply replacing the conventional crude with tar sands from Keystone XL would increase U.S.
carbon emissions by as much as 27.6 million metric tons CO2e - equivalent to the tailpipe
emissions of nearly 6 million cars.17 The first step in addressing climate change is to stop
making the problem worse – and that means rejecting the Keystone XL tar sands pipeline and the
higher carbon emissions associated with it.

The substantial risks of the Keystone XL tar sands pipeline outweigh its marginal benefits.
Keystone XL would enable a substantial expansion of tar sands expansion and substantial
climate pollution associated with it. The pipeline would endanger critical jobs on ranches and
farms in the Great Plains states in order to transport tar sands to the Gulf Coast where it can be
refined and exported. In exchange for 35 permanent jobs, Keystone XL would pose a permanent
risk to American communities, sensitive water resources and agricultural industry.18 We need to
protect those jobs, not put them at risk of the kind of tar sands blowout that has poisoned nearly
40 miles of the Kalamazoo River in Michigan or the recent spill in Arkansas, which sent up to
420,000 gallons of tar sands oil flowing through the community of Mayflower.19

The Keystone XL tar sands pipeline would undermine U.S. efforts to reduce its carbon
emissions, threaten communities and sensitive water resources, and increase refinery emissions
in the Gulf Coast in order to provide tar sands producers a means of exporting their product on
the international market. This tradeoff is not in the nation’s interest. TransCanada’s application
to built the Keystone XL pipeline should be rejected.
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