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 Mr. {Whitfield.}  I would like to call this hearing to 28 

order this morning.  I might say that this is the 17th day of 29 

hearings that we have had on energy in America.   30 

 Frequently, President Obama in his speeches talks about 31 

America having only 2 percent of the world's proven oil 32 

reserves.  Today, we are going to discuss how Canada took 33 

action to increase its proven reserves several-fold by 34 

allowing the development of oil sands in Alberta.  We know 35 

that in Canada and in the U.S., there have many groups that 36 

have opposed additional oil production in both countries, but 37 

Canada faced that situation and as a result, as I have 38 

indicated, dramatically increased their proven oil reserves.   39 

 As a result of that, those of us in America, many of us, 40 

are going to continue to advocate for the Keystone XL 41 

Pipeline Expansion project that could bring an additional 42 

700,000 barrels of oil a day to Midwestern and Gulf Coast 43 

refineries from Canada.  The benefits in terms of additional 44 

secure oil and thousands of jobs is simply too important for 45 

us to give up on.  I for one would like to see more Canadian 46 

oil flowing into America.  I would also like to see the same 47 

type of pro-energy agenda in America that made oil sand 48 

production possible in Canada. 49 

 There is a bountiful supply of untapped oil reserves 50 
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here in the U.S., but frequently, it is too bottled up with 51 

federal access restrictions and regulatory red tape.  And I 52 

believe this needs to be changed.  And the development of oil 53 

sands in Canada provides many lessons for us here in America.   54 

 In spite of regulatory obstacles to additional 55 

development and production in the U.S., we do see signs of 56 

the can-do spirit in America.  For example, new drilling 57 

techniques pioneered in the U.S. have turned North Dakota 58 

into a major oil-producing State.  But that was possible only 59 

because it was developed on private lands, not federal lands.  60 

In the vast areas of America where we have public lands and 61 

oil in these areas, the Obama Administration has been 62 

reluctant to give the go-ahead for additional exploration and 63 

production in those areas. 64 

 I am sure the Canadian people care about the environment 65 

every bit as much as we do in America, and they have insisted 66 

all along that oil sands production be done in an 67 

environmentally safe way.  We will learn today about the 68 

successful efforts to reduce environmental impacts from oil 69 

sand even as the production of oil sands increases through 70 

technology.  The difference is that Canadian regulators seek 71 

to make energy production safe while the Obama Administration 72 

regulators often seek to make it impossible to do.  That is 73 

why Canada's oil sands is nearly as valuable as an example of 74 
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energy policy done right as it is for the oil itself.  75 

America can and must increase its domestic energy production 76 

and there is much that we can learn from the Canadian 77 

experience.  And I look forward to the testimony of all of 78 

our witnesses today on that very subject matter. 79 

 At this time I would like to recognize the gentlelady 80 

from Florida, Ms. Castor, for a 5-minute opening statement. 81 

 [The prepared statement of Mr. Whitfield follows:] 82 

 

*************** COMMITTEE INSERT *************** 83 
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 Ms. {Castor.}  Well, thank you, Mr. Chairman.  And thank 84 

you to the witnesses who are here today. 85 

 Today, we are having a hearing on tar sands and we are 86 

going to hear testimony about how the production and use of 87 

tar sands fuel exacts a very heavy toll on the environment 88 

and on communities, whether it is impacts to water quality or 89 

strip mining or the very serious carbon pollution.  This is 90 

dirty stuff.  Do we have the technology to address these 91 

issues?  It is not clear at this point that we should be 92 

going gangbusters, full speed ahead, until we really can 93 

address the economic and environmental impacts of tar sands. 94 

 As one of our witnesses will testify today, from the 95 

production well to the wheels of a car, tar sands fuel is 96 

estimated to generate about 23 percent greater carbon 97 

pollution than conventional oil.  These are very serious 98 

issues and we need to get ahead of them and not stick our 99 

heads in the sand so to speak and play ostrich with this.  100 

This could be very beneficial for our energy production 101 

strategy, but it can't come at such a high cost that 102 

communities suffer, the environment suffers, that we pollute 103 

our water, we pollute our air. 104 

 One of the worst impacts could be to the climate.  And 105 

colleagues, we have a responsibility to understand the 106 
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impacts to the world's climate because climate change does 107 

threaten our public health, it threatens our economic 108 

security, it threatens our agricultural production and our 109 

national security.  Those are just some of the threats posed 110 

by climate change.  And in some ways, this hearing is a first 111 

step.  We are finally hearing about how much carbon-intensive 112 

tar sands fuel is and we are hearing about some of the 113 

technologies that could be used to reduce that carbon 114 

pollution if we are really serious, if the United States and 115 

Canada are really serious about reducing those impacts. 116 

 There are other very serious issues.  I know process 117 

isn't all that exciting, but we need to be mindful that we 118 

have very important pipeline systems all across this country 119 

and throughout Canada and they work well, but what is the 120 

difference here?  They have been subjected to appropriate 121 

environmental review and they have been subjected to certain 122 

safety standards.  And I am afraid the majority party's push 123 

to override those considerations will eventually come at the 124 

detriment of our communities throughout both countries.  So 125 

we have a responsibility to follow the law and not override 126 

these important environmental laws and community safety laws 127 

that every other business has been subjected to. 128 

 I am also at a loss frankly that throughout the entire 129 

112th Congress, the majority of this committee has made no 130 
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effort to consider a comprehensive energy strategy, one that 131 

puts everything on the table, one that seriously examines the 132 

proper places to invest for a truly diversified energy 133 

supply.  Until we do that, these issues will continue to be 134 

debated pipeline by pipeline and coal plant by coal plant and 135 

that really doesn't make sense.  It is past time for this 136 

committee to examine these issues with the seriousness they 137 

deserve. 138 

 I yield back. 139 

 [The prepared statement of Ms. Castor follows:] 140 

 

*************** COMMITTEE INSERT *************** 141 
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 Mr. {Whitfield.}  At this time I recognize the gentleman 142 

from Illinois, Mr. Shimkus, for 5 minutes. 143 

 Mr. {Shimkus.}  Thank you, Mr. Chairman.  Thanks for 144 

calling the hearing.  It is good to continue to talk about 145 

energy security and lower-priced crude oil, lower-priced 146 

gasoline, decrease in our reliance from Iran, decrease in our 147 

reliance from the Strait of Hormuz, countries that dislike us 148 

and looking north to our friends and allies, the Canadians, 149 

who I would make a point that there are no better 150 

environmental stewards than any country on Earth. 151 

 And so let me start by--I have got a couple slides based 152 

upon my trip.  First, I am going to put up the pipeline issue 153 

that I addressed at a hearing before.  Look at all of the 154 

pipelines we have in this country today.  Why do we have 155 

pipelines in this country?  Because it is the safest, most 156 

secure way to transport liquid product, whether that is crude 157 

oil, refined product.  If you have ever been to a refinery, 158 

you don't see trucks going in and out because pipeline is 159 

bringing the crude, pipelines send out the broken up 160 

component parts of the refined product.   161 

 In the last hearing we talked about the numerous 162 

pipelines we already have across the Canadian-U.S. border 163 

also on the Mexican border.  Next slide.  164 
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 [Slide.] 165 

 Caterpillar, a great U.S. company, one of our largest 166 

exporters, relies on Canadian oil sands mining for building 167 

these great pieces of manufactured--we talk about 168 

manufacturing in this country.  That is manufacturing.  Our 169 

Michelin tires made in South Carolina, we are proud from 170 

Illinois, and I am proud of Caterpillar and their ability to 171 

work in this operation.  Next slide. 172 

 [Slide.] 173 

 Ford trucks, Ford 150 trucks all over Fort McMurray, 174 

that is at one of the oil sands mining operations, a good 175 

American-made, probably built by United Autoworkers.  It is 176 

great to see up there.  Next slide. 177 

 [Slide.] 178 

 Traffic jams, if you have been to Fort McMurray, it is a 179 

little podunk town--well, it was a little podunk town.  Now, 180 

you have traffic jams.  And if you look to the left, those 181 

are two Harley-Davidson motorcycles, nice to see American-182 

made products up in Canada.  Next slide. 183 

 [Slide.] 184 

 That is a mining operation, and this is a good point.  I 185 

want to put this up because what we are going to hear today 186 

is about a different type of oil sands recovery that creates 187 

a carbon footprint less than the California standards.  This 188 
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is what you will hear debated.  You won't hear anybody talk 189 

about what we are going to hear testimony about.  Next slide. 190 

 [Slide.] 191 

 Another mining operation.  I am from mining country in 192 

Illinois.  I love surface mining; I love subterranean mining, 193 

good jobs, good salaries, good health benefits.  And I think 194 

that is the last slide.  I wanted to have an in situ slide 195 

but I think for most people it would be very disappointing.  196 

And hopefully we can get a slide up later on in the 197 

questioning because if you see in situ operation, what are 198 

you going to see?  You are going to see a platform, maybe the 199 

sides, a coverage area, maybe three football size long.  You 200 

are going to see a couple buildings and you are going to see 201 

pipes.  That is all you are going to see.  You are not going 202 

to see a big footprint.  And you are going to see geothermal 203 

applications that create a smaller carbon footprint.   204 

 And I am not a big carbon guy, okay?  If you follow my 205 

public testimony and my comments, this climate change thing, 206 

pricing carbon, I am not in that camp.  But if you go in that 207 

direction, 80 percent of this oil sands recovery can be in 208 

situ, and that is what I hope my colleagues on the other side 209 

learn about today.  Two different types of recovering oil 210 

sands, mining operations, in situ.  Eighty percent of the oil 211 

up there now is in situ and it is in pipelines and there is 212 
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no footprint.  213 

 So Mr. Chairman, great to have the hearing today.  214 

American jobs, Canadian jobs, third-largest oil reserves on 215 

the planet.  To our neighbors and friends, the Canadians, a 216 

democratic country, if you look at the top 10 how many are 217 

free capitalist societies, free market ability to grab crude 218 

oil, the oil sands is one area.  We need to work with our 219 

allies and friends the Canadians to recover that.  It will 220 

decrease our reliance on imported crude oil and lower our 221 

prices. 222 

 Thank you.  And I yield back my time. 223 

 [The prepared statement of Mr. Shimkus follows:] 224 

 

*************** COMMITTEE INSERT *************** 225 
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 Mr. {Whitfield.}  Thank you, Mr. Shimkus. 226 

 At this time, I recognize the gentleman from California, 227 

Mr. Waxman, for 5 minutes. 228 

 Mr. {Waxman.}  Thank you, Mr. Chairman.   229 

 Today's hearing will examine the production of fuel from 230 

tar sands, the technologies used in that process, and the 231 

environmental impacts of tar sands development.  The 232 

Republicans and the oil industry will use this opportunity to 233 

call for building the Keystone XL tar sands pipeline and 234 

developing deposits of tar sands and oil shale in the United 235 

States.  They will base these recommendations on two central 236 

claims.  First, they will say that we can reduce gasoline 237 

prices by expanding production, including developing 238 

unconventional deposits such as tar sands and oil shale in 239 

the United States.  And second, they will suggest that the 240 

environmental effects of developing tar sands are not that 241 

bad and getting better.  My response is, don't believe them. 242 

 Let us consider gas prices.  It is a Republican article 243 

of faith that we can drill our way to lower prices at the 244 

pump, but as we heard at the recent hearing on gas prices, if 245 

we increase production, it is easy for OPEC countries to 246 

reduce production by the same amount.  That is the definition 247 

of a cartel--a group of entities that coordinates to control 248 
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prices.  The fact is we are drilling more and prices are 249 

still going up.  U.S. crude oil production is the highest it 250 

has been in 8 years, and the U.S. has more oil and gas 251 

drilling rigs operating right now than the rest of the world 252 

combined.  Net oil imports as a share of our total 253 

consumption declined from 57 percent in 2008 to 45 percent in 254 

2011, the lowest level since 1995, but prices are still going 255 

up.   256 

 In fact, Canada is the poster child for the point that 257 

more production will not free us from world oil prices.  258 

Canada has a huge tar sands deposit and is developing them at 259 

a breakneck pace.  Canada is a net exporter.  That means they 260 

produce more oil than they use.  And I want to put up a chart 261 

that shows what has happened since 2000.  Canada production 262 

and the net exports have increased steadily for the past 12 263 

years.  Canada has increased its crude oil production by more 264 

than 35 percent.  Canada is producing so much oil that it now 265 

exports 70 percent of all the oil they produce.  If 266 

everything the Republicans have been telling us is true, then 267 

gasoline prices in Canada should have plummeted over the last 268 

10 years.  But that is not what happened.   269 

 Here is another chart I would like to have up.  And this 270 

shows the U.S. and Canadian gas prices over that period.  As 271 

you can see, U.S. and Canadian gasoline prices tracked 272 
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perfectly because they are both drive by the same thing--273 

world oil prices.  In fact, Canada's gas prices are actually 274 

higher than our prices due to taxes.  More drilling, building 275 

a new tar sands pipeline or developing oil shale has not 276 

reduced gasoline prices in Canada and it won't in the United 277 

States either. 278 

 But that is not the only fantasy we will hear about 279 

today.  We will also hear that the environmental harms from 280 

tar sands production have been minimized and will be solved 281 

by technology.  In reality, the tar sands operations have 282 

vast and devastating effects on the land, water, air, and 283 

ecosystem.  Canadian tar sands are produced in Alberta's 284 

boreal forest.  And the photo I would like to have put up you 285 

can see a pristine area before tar sands production begins.  286 

The landscape is beautiful.  The air and water are clean.  In 287 

the second photo of which we can put up you can see the 288 

effects of tar sands production.  The land has been turned 289 

into an industrial wasteland.  The forests have become an 290 

open pit mine.  Maybe some of this damage can be avoided, 291 

technology can reduce environmental impacts, but that won't 292 

happen without stronger government regulation. 293 

 I recognize that tar sands holds a large amount of oil, 294 

but it is a resource that should not be exploited without 295 

environmental safeguards that protect that land, water, and 296 
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pollution, controls that stop the growing emissions of carbon 297 

and other dangerous gases.  Until these problems are 298 

addressed, the oil in the tar sands is best left underground. 299 

 Thank you, Mr. Chairman. 300 

 [The prepared statement of Mr. Waxman follows:] 301 

 

*************** COMMITTEE INSERT *************** 302 
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 Mr. {Whitfield.}  The gentleman's time is expired. 303 

 At this time, I would like to introduce the witnesses 304 

testifying this morning.  We appreciate all of you being 305 

here.  We look forward to your expertise and we anticipate we 306 

will learn a lot from your testimony. 307 

 First, we have with us Dr. Eddy Isaacs, CEO, Alberta 308 

Innovates-Energy and Environment Solutions.  We have Mr. 309 

Anton Dammer, Former Director, Naval Oil Shale Reserve, U.S. 310 

Department of Energy.  We have Dr. John Nenniger, who is 311 

President and CEO of N-Solv Corporation.  We have Mr. William 312 

McCaffrey, President and CEO of MEG Energy Company.  We have 313 

Mr. Murray D. Smith, who is President of Murray Smith and 314 

Associates.  We have Mr. Simon Dyer, who is the Policy 315 

Director for The Pembina Institute.  And then we have Ms. 316 

Melina Laboucan-Massimo--I should pat myself on the back--for 317 

Climate & Energy Campaigner, Greenpeace Canada. 318 

 So welcome to all of you.  I am going to call on each 319 

one of you to give a 5-minute opening statement.  And on the 320 

front of the desk there there is a little instrument that 321 

will have different colors on it.  It will have green, 322 

yellow, and red, and when it gets to red, that means your 323 

time is up.  So if you wouldn't mind looking at that 324 

periodically.  But each of you will be given 5 minutes.  And 325 
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Dr. Isaacs, we will begin with you.  So you are recognized 326 

for a 5-minute opening statement. 327 
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^STATEMENTS OF EDDY ISAACS, CEO, ALBERTA INNOVATES-ENERGY AND 328 

ENVIRONMENT SOLUTIONS; ANTON DAMMER, FORMER DIRECTOR, NAVAL 329 

OIL SHALE RESERVE, U.S. DEPARTMENT OF ENERGY; JOHN NENNIGER, 330 

PRESIDENT AND CEO, N-SOLV CORPORATION; WILLIAM MCCAFFREY, 331 

PRESIDENT AND CEO, MEG ENERGY CORPORATION; MURRAY SMITH, 332 

FORMER MINISTER OF ENERGY, PROVINCE OF ALBERTA; SIMON DYER, 333 

POLICY DIRECTOR, THE PEMBINA INSTITUTE; AND MELINA LABOUCAN-334 

MASSIMO, CLIMATE & ENERGY CAMPAIGNER, GREENPEACE CANADA 335 

| 

^STATEMENT OF EDDY ISAACS 336 

 

} Mr. {Isaacs.}  Thank you very much, Mr. Chairman.  And 337 

thank you for the opportunity to address you.  I hope that I 338 

can add value to the work of this Committee. 339 

 I have submitted a short briefing to the Committee on 340 

what I wanted to address so I will keep my remarks fairly 341 

brief.  I want to introduce my organization, I want to speak 342 

to oil sands technology and the importance of innovation and 343 

collaboration, and finally, how this all ties to energy 344 

security. 345 

 First, my organization, Alberta Innovates-Energy and 346 

Environment Solutions, we are one of four new provincial 347 

corporations launched by the Alberta Government in January 348 
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2010.  We serve as the technology arm of the Alberta 349 

Government in Energy and Environment.  We are a successor to 350 

two previous organizations stretching over 37 years.  These 351 

organizations have been instrumental in creating the climate 352 

for commercial development of the oil sands. 353 

 We invest or fund research and technology with industry, 354 

other governments, and international collaborators.  U.S. 355 

organizations are major collaborators not only in oil sands 356 

but also in cleaner coal development, in carbon capture, and 357 

renewable energy.  358 

 I want to switch now to talk about oil sands technology 359 

and the importance of innovation.  Heavy oil and bitumen are 360 

found in many places worldwide.  Alberta has the largest 361 

global reserves of these hydrocarbons that are not under the 362 

control of the state.  Technology has been critical to the 363 

development of the oil sands resources.  Many of the 364 

technologies we use today originated by companies operating 365 

on both sides of our border.  The message for extraction--I 366 

think it has been mentioned--are generally mining and in 367 

situ.  For in situ, we use in situ for the deeper deposits.  368 

 The major innovation in mining has been the development 369 

in the past 10 years of hydro-transport.  Instead of using a 370 

truck and shovel, the ore is transported by a pipeline from 371 

the mine face as a slurry with water.  The oil separates in 372 
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transit to the plant.  This method is operated at lower 373 

temperature than conventional extraction, thus reducing 374 

energy intensity and greenhouse gases.  With in situ methods, 375 

our steam-based processes, cyclic steam stimulation, similar 376 

technology to what has been pioneered in California in the 377 

1960s; steam-assisted gravity drainage, which has been only 378 

in commercial operation for the past 10 years. 379 

 New technologies are emerging that are poised to 380 

significantly reduce energy intensity, reduce water use and 381 

greenhouse gases.  These include steam-solvent hybrid 382 

processes that are being applied at least by one company 383 

commercially today.  Use of solvents without steam, you will 384 

be hearing about that from Dr. Nenniger and N-Solv is a good 385 

example of this type of technology.  Electric heating and 386 

electromagnetic heating technology is coming into use.  387 

Electromagnetic uses radio frequency to heat the oil in the 388 

oil sands.  These are early days for the electromagnetic 389 

heating technology which really does bring the knowhow of the 390 

Harris Corporation in radio communication technology with the 391 

reservoir expertise of oil sands producers and is a great 392 

example of cross-border collaborative effort on a new, 393 

innovative, next-generation technology. 394 

 I also want to mention carbon capture and storage and 395 

the several billion dollar investments that are being made in 396 
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four commercial-sized demonstration projects in Alberta.  In 397 

addition to new, transformative technologies there is a 398 

critical need to focus on emerging innovations to decrease 399 

the impact of current technologies on the environment, a good 400 

example of the technology deployment action plan for an end-401 

to-end solution for oil sand dealings.  This project has 402 

brought together all of the oil sands mining companies, the 403 

federal and provincial government, as well as the key 404 

engineering technology providers working in the area.  Not 405 

only are there 100 technologies being evaluate to chart 406 

promising pathways, but there is a complete and open 407 

knowledge-sharing of pilots and demonstrations that have 408 

taken place and practices that have taken place for the past 409 

20 years. 410 

 We have had a great deal of success in Alberta from a 411 

strong government-industry partnership based on clear 412 

business case and well articulated implementation strategies.  413 

This is all the formula for success, especially on the 414 

environmental front. 415 

 In the resource sector, it takes 20 to 30 years to bring 416 

new technology to market, much longer than in other sectors, 417 

and this increases the risk profile and the financial 418 

commitments required.  The role of my organization is to work 419 

with industry to significantly reduce the time lag for 420 
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innovation and the risk of adapting new technology, 421 

especially next-generation technology. 422 

 And the final point I want to make is about energy 423 

security.  Canada and the U.S. are the only developed 424 

countries that can dramatically increase oil production.  The 425 

chairman alluded to the fact that not only do we have oil 426 

from oil sands but also increasingly from shale oil 427 

reservoirs, the Bakken type found in North Dakota, Montana, 428 

Texas, California, and the Canadian provinces of Manitoba, 429 

Saskatchewan, and Alberta.  Societal expectations are that in 430 

considering economic development, we do what is best for the 431 

environment.  If we are to be successful on the environmental 432 

front, then technology will be the key.  To put it in the 433 

form of a simple equation, energy security equals energy, 434 

economy, environment, and societal values.  In all of these, 435 

technology innovation is the glue and government's role is to 436 

create the conditions that ensure that energy is available, 437 

accessible, acceptable and affordable, or in other words, 438 

secure. 439 

 Thank you. 440 

 [The prepared statement of Mr. Isaacs follows:] 441 

 

*************** INSERT 1 *************** 442 
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 Mr. {Whitfield.}  Mr. Dammer, you are recognized for 5 443 

minutes. 444 



 

 

25

| 

^STATEMENT OF ANTON DAMMER 445 

 

} Mr. {Dammer.}  Thank you, Mr. Chairman and members of 446 

the Committee.  It is a great pleasure and honor to me to 447 

share the podium today with Murray Smith from Canada.  I 448 

think I am the only U.S. citizen on the Committee today.  449 

Murray was a leader in the orderly and progressive 450 

development of the Canadian oil sands.   451 

 Development has enabled Canada to be energy-independent, 452 

the goal that has eluded our country since the 1960s.  Today, 453 

Canada is our largest source of imported oil.  Canada--454 

Alberta--has increased their proved reserves of oil to 176 455 

billion barrels, second only in size to Saudi Arabia.  In 456 

comparison, the United States has approximately 22 billion 457 

barrels of proved reserves.  We can learn from the 458 

development of the Alberta oil sands development.   459 

 The first and perhaps the most important lesson might be 460 

to create a permanent program and decision-making process 461 

that promotes research, technology development, regulatory 462 

and statutory reform, and public education.  Oil sands and 463 

oil shale share some distinct physical and developmental 464 

characteristics as both resources are unconventional and both 465 

resources are well defined, airily consolidated, and highly 466 
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concentrated.   467 

 We also share a common beginning.  Following the Arab 468 

Oil Embargo, there was a resurgence in interest and purpose 469 

in energy independence in both Canada and the U.S. in 1974.  470 

In 1974, the DUI prototype Oil Shale Leasing Program awarded 471 

two leases in Colorado and two in Utah, attracting $681 472 

million in bonus payment.  It seemed that as soon as 473 

development gained momentum, it came to an end in 1982 with 474 

the precipitous drop in oil prices and the realization that 475 

prices would not escalate as originally speculated.  Exxon's 476 

Colony Project abruptly closed doors without warning, an 477 

event that is popularly referred to as Black Sunday. 478 

 Not until 25 years later, the passage of EPAct '05 did 479 

the U.S. Government demonstrate any appreciable interest in 480 

U.S. oil shale resource.  In the Energy Policy Act of 2005, 481 

the President and the Congress of the United States declared 482 

that unconventional fuels, including oil shale ``are 483 

strategically important resources that should be developed to 484 

reduce the growing dependence of the United States on 485 

politically and economically unstable sources of foreign 486 

oil.''   487 

 Section 369(h) of that Act directed the Secretary of 488 

Energy, in cooperation with the Secretaries of the Interior 489 

and Defense to establish a taskforce to develop a plan to 490 
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accelerate the commercial development of strategic 491 

unconventional fuels and initiate partnerships with Alberta 492 

and nations with oil shale resources.  The taskforce report 493 

with recommendations was completed and forwarded to the 494 

President in February of 2007.  Unlike the Alberta 495 

experience, the report was never implemented, no plan, no 496 

policy, no progress.   497 

 We are grateful for a strong and reliable trading 498 

partner to our north, but we are still dependent on the 499 

import of close to half of our daily oil requirements.  We 500 

still consume roughly a quarter of the world's oil supply and 501 

we remain reliant on an increasingly competitive, unstable, 502 

and often hostile world oil market for our energy security.   503 

 The United States is the custodian of the largest and 504 

most concentrated hydrocarbon resource on earth, oil shale.  505 

Conservatively estimated to exceed two trillion barrels, it 506 

has the potential to provide millions of barrels of 507 

production per day if developed in a planned and prudent 508 

manner analogous to the Alberta experience.  In the Green 509 

River Basin of Colorado alone, the USGS estimates that 800 510 

million barrels could be produced, over three times the total 511 

reserves of Saudi Arabia. 512 

 In spite of lack of national direction in oil shale 513 

development, there remains considerable activity in the 514 
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private sector.  The activities of 32 companies are 515 

summarized in the report Secure Fuels from Domestic 516 

Resources, which is found on the web.   517 

 Great progress has been made in limiting water 518 

utilization, increasing energy return on investment, and 519 

minimizing the environmental impacts historically associated 520 

with oil shale development.  As history as proved, the only 521 

limitation to developing oil shale resource in the United 522 

States has been, firstly, economic; and secondly, access to 523 

the resource, 80 percent of which is on federal land.  As oil 524 

prices range above $100 per barrel, the economics look 525 

increasingly attractive and the technical evolution of both 526 

surface and in situ technologies are encouraging. 527 

 The oil shale moratorium established under the Hoover 528 

Administration in 1930 remains in effect.  Today, a handful 529 

of oil shale R&D leases have been parsed out by the 530 

Department of Interior.  Another programmatic environmental 531 

impact statement has been published and is now in comment, a 532 

weak, disjointed, and affected process, unable to provide 533 

industry the surety of commitment on the part of the 534 

government to risk investment of billions.  We need to plan 535 

for the development of this prolific U.S. resource as the 536 

Canadians plan for the successful development of the 537 

Athabasca oil sands.  We have the mechanism through Section 538 
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369 of EPAct '05.  Ironically, failure to perform the 539 

requisite planning and preparedness will inevitably lead us 540 

back to everyone's deepest fear--Black Sunday. 541 

 Mr. Chairman and members of the committee, I thank you 542 

once again, and I look forward to working with you in any 543 

capacity in furtherance of national security and 544 

preparedness. 545 

 [The prepared statement of Mr. Dammer follows:] 546 

 

*************** INSERT 2 *************** 547 
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| 

 Mr. {Whitfield.}  Thank you. 548 

 Dr. Nenniger, you are recognized for 5 minutes. 549 
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| 

^STATEMENT OF JOHN NENNIGER 550 

 

} Mr. {Nenniger.}  Thank you.  Good morning, Chairman 551 

Whitfield, Ranking Member Rush I guess is not here and 552 

members of the Committee.  I am John Nenniger, CEO of a 553 

technology company called N-Solv.  I am a Canadian who has 554 

had the great privilege of earning a doctorate in chemical 555 

engineering from MIT.  My energetic and remarkably patient 556 

wife is an American citizen, born and raised in Kentucky, who 557 

also has a doctorate in chemical engineering. 558 

 It is a great honor for me to be here today to discuss 559 

solvent-based oil sands extraction.  Inexpensive energy is 560 

good for the American economy but the evidence of climate 561 

change is both compelling and terrifying.  This is a profound 562 

moral dilemma.  I believe that harm reduction is the most 563 

pragmatic option.  On the oil sands, this means finding 564 

profitable ways to produce cleaner oil.   565 

 The N-Solv extraction process is an underground 566 

extraction process similar to steam except condensing solvent 567 

provides the heat.  The N-Solv process produces a more 568 

valuable product for a lower cost because it is energy 569 

efficient and it does not use water.  Although our laboratory 570 

results are very encouraging, N-Solv has not yet been tested 571 
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in a reservoir.  In comparison to steam, N-Solv is expected 572 

to reduce energy consumption by 85 percent, reduce well-to-573 

tank greenhouse gases by 205 pounds per barrel, increase oil 574 

value by 23 percent, reduce capital and operating expenses by 575 

30 percent, double the net back per barrel, triple the 576 

payout.  Our field pilot is expected to produce first oil in 577 

April of 2013.   578 

 As a scientist, I view extravagant claims with great 579 

skepticism unless they can be supported with compelling 580 

evidence.  I don't have time to present our evidence today 581 

but there is more detail in the written handout and on our 582 

website.  We found that bitumen dissolution into solvent 583 

proceeds in a way that was quite different than what 584 

everybody had thought.  Our observations have been 585 

independently confirmed by researchers at a number of 586 

different universities.  Although there has been decades of 587 

experimental work on solvent, our results show that the 588 

previous interpretation of lab experiments was incorrect, and 589 

consequently, the reservoir predictions were also incorrect. 590 

 We developed a sophisticated apparatus and ran a series 591 

of experiments to measure chamber growth rates.  Our 592 

experiments showed we could achieve oil rates at 100 degrees 593 

Fahrenheit that were three times faster than steam at 450 594 

Fahrenheit.  To make sense of our results, we assembled a 595 
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database of every solvent experiment in the scientific 596 

literature.  We were able to successfully correlate the 597 

literature data over a huge range of conditions and our lab 598 

results are exactly in line with the independent data from 599 

the literature.  This gives us great confidence that our 600 

spectacular results are real and credible. 601 

 It is the early days for N-Solv, so discussion of its 602 

economics are speculative.  The commercial advantage comes 603 

from producing a more valuable oil at a lower cost.  The oil 604 

is more valuable because it is de-asphalted.  On the process 605 

capital cost is cut in half because there is no boiler feed, 606 

water treatment, and no steam generation. 607 

 The net back for N-Solv of $52 per barrel is expected to 608 

be almost twice as high as SAGD.  The payout ratio, $6 of net 609 

back per dollar of investment is three times higher than 610 

SAGD.  Remarkably, we think these numbers are understated.  611 

The ability to operate modest temperature and pressure will 612 

help us access standard bitumen resource that is currently 613 

uneconomic, including the carbonates which contain over 1,000 614 

billion barrels.   615 

 Now, I am going to talk about the environmental 616 

benefits.  N-Solv does not use any water.  That is a big 617 

deal.  N-Solv reduces the energy consumption by 85 percent 618 

because the extraction takes place at 100 Fahrenheit instead 619 
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of 450.  The 85 percent reduction doesn't capture the entire 620 

story because the oil quality makes it easier to upgrade and 621 

refine.  We are building a $60 million field pilot to test 622 

the N-Solv technology in a reservoir setting.  Suncor Energy 623 

has offered to host the pilot, including building the wells.  624 

Hatch has made major capital investments and is providing the 625 

engineering.  We have received financial support from 626 

Sustainable Development Technology Canada.  I can't say 627 

enough good things about SDTC.  Enbridge Pipelines has also 628 

contributed significant capital towards the pilot.   629 

 The final item I want to talk about is safety.  Safety 630 

is always at the top of our minds.  The science tells us that 631 

we can achieve commercial extraction rates at modest 632 

temperatures and pressures.  Over-pressuring the reservoir is 633 

both unnecessary and economically undesirable.  If a high 634 

temperature is needed at a lower pressure, the operator can 635 

always change to a more appropriate solvent. 636 

 In summary, N-Solv produces a more valuable product at a 637 

lower cost because it is energy efficient and does not use 638 

water.  I look forward to your questions and comments.  Thank 639 

you. 640 

 [The prepared statement of Mr. Nenniger follows:] 641 

 

*************** INSERT 3 *************** 642 
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| 

 Mr. {Whitfield.}  Thank you very much. 643 

 And Mr. McCaffrey, you are recognized for a 5-minute 644 

opening statement. 645 
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| 

^STATEMENT OF WILLIAM MCCAFFREY 646 

 

} Mr. {McCaffrey.}  Mr. Chairman, Congressmen, thank you 647 

very much for the opportunity to speak today about technology 648 

and the energy industry in Canada. 649 

 I am Bill McCaffrey; I am the president and CEO of MEG 650 

Energy, and today I am here representing In situ Oil Sands 651 

Alliance.  And this is a group of independent Canadian 652 

companies dedicated to the responsible development of the 653 

Canadian oil sands using in situ technology.  The main in 654 

situ technology used today is steam-assisted gravity 655 

drainage, or SAGD, as it is called.  And SAGD is important 656 

because it is currently the most common commercially proven--657 

pretty much the only commercially proven way to reach the 658 

deep reservoirs that contained 80 percent of Canada's total 659 

oil sands reserves.  And just to put that into perspective, 660 

that represents about 140 billion barrels of reserves, 661 

roughly equivalent to the entire reserves of Iran. 662 

 Now SAGD technology is pretty simply, really.  It uses 663 

horizontal wells drilled from surface and we drill down to 664 

about 1,000 feet below the Earth's surface.  Once we reach 665 

the reservoir and complete the wells, we drill about half a 666 

mile out, inject steam into the reservoir, and bring the 667 
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heated oil and the water back to surface without disturbing 668 

the forest floor.  And from a well pad a fraction the size of 669 

this building, the subsurface equivalent of 95 NFL football 670 

fields can be accessed.  This provides what is among the 671 

lowest ratios of surface disturbance to resource recovery in 672 

the oil and gas industries anywhere in the world.  About 90 673 

percent of the water that is used to create the steam is 674 

recycled with the portion we can't recycle returned to deep, 675 

non-potable reservoirs.  There are no tailing ponds created 676 

and it is essentially a closed-loop system. 677 

 In going forward, one of the key research and 678 

development focuses is to reduce the amount of energy we need 679 

to produce a barrel of oil.  That is critical because of both 680 

the emissions and costs associated with the energy 681 

consumption.  One of the technologies we are currently 682 

applying alongside of the SAGD is cogeneration, a very 683 

energy-efficient process that produces both steam for our 684 

operations and electricity for the sale to the grid.  And 685 

that electricity has a carbon footprint less than half the 686 

Alberta grid average, reducing greenhouse gas intensities in 687 

the province.   688 

 And in 2011, just as an example, MEG's cogeneration 689 

contribution alone was equivalent to taking 80,000 cars off 690 

the road.  That kind of benefit is continuing to grow as co-691 
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gen replaces legacy plants that have reached the end of their 692 

useful life.  In our case, when we factor in the benefits of 693 

cogeneration and efficient steam use, SAGD can produce a 694 

barrel with the wells-to-wheels carbon footprint about 6 695 

percent below the average U.S. imports.   696 

 And as we look to the future, the industries investing 697 

in many other innovative technologies, nearly all of which 698 

share the same common goal--and you will hear that today--is 699 

to improve energy efficiency, it is to drive down emissions, 700 

and it is to increase resource recovery rates.  And I 701 

underline one point.  SAGD is just 10 years old.  It is a 702 

young technology.  It has been in commercial operations for 703 

about 10 years.  But the point out of it is there remains 704 

tremendous opportunity for innovation to further accelerate 705 

the strides that have already been made. 706 

 Looking beyond resource recovery, we are also working 707 

with Canadian and U.S. research groups on technology to 708 

customize our export barrels.  The goal is to better align 709 

these barrels with the configurations of U.S. refineries 710 

offering significant improvements in refinery efficiencies 711 

and economics and the jobs that come with them.  These 712 

technologies can also support more efficient lifecycle fuel 713 

use.  For example, barrels can be tailored to be an ideal 714 

feedstock in the creation of ultralow sulfur diesel, a 715 
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friendlier fuel option that many U.S. automakers are now 716 

targeting. 717 

 Government can have a role in partnering with industry 718 

to encourage technology acceleration, a topic I know several 719 

of the other panelists are talking about here.  But I would 720 

also note that the government also has a necessary and a 721 

critical role as a regulator.  While still maintaining the 722 

highest standards, we need to streamline the regulatory 723 

processes so that windows of opportunity to invest and 724 

innovate are not missed. 725 

 And to conclude, innovation, collaboration, and 726 

regulatory efficiencies are all critical to our economy today 727 

and into the future.  With the oil sands industry alone, the 728 

prize for the United States is an increase in goods and 729 

services output projected to reach $45 billion a year by 2035 730 

and the creation of nearly half a million American jobs in 731 

that same time period.  732 

 And finally, I would just argue that it is of our mutual 733 

interest in terms of economic stability, environmental 734 

responsibility, and energy security to work together.  The 735 

focus of this committee on harnessing technology to realize 736 

these goals to me is entirely appropriate.  And I thank you 737 

for the time today. 738 

 [The prepared statement of Mr. McCaffrey follows:] 739 
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*************** INSERT 4 *************** 740 
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| 

 Mr. {Whitfield.}  Thank you. 741 

 Mr. Smith, you are now recognized for 5 minutes. 742 
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| 

^STATEMENT OF MURRAY SMITH 743 

 

} Mr. {Smith.}  Well, thank you, Chairman Whitfield and 744 

members of the Committee.  And as Canadians, let me thank you 745 

for holding this hearing in March and not in July or August.  746 

It has been my privilege to serve Albertans as minister of 747 

energy, elected position from 2001 to 2004.  During that 748 

time, I was able to quantify and register the 176 billion 749 

barrels of oil sands resource, proven oil sands resource with 750 

the U.S. Energy Information Agency.  This move catapulted 751 

Canada's total proven oil reserves from less than 1.4 percent 752 

of the world's supply to over 15 percent, and we believe, as 753 

you have heard, that there are many more barrels to come and 754 

only technology will unlock this resource. 755 

 How did Alberta move from this?  We started from 756 

scratch, 1967, with a joint government-private sector 757 

consortium, and today's production levels of over 1.7 million 758 

barrels today is a compelling story of human will, 759 

initiative, and technology evolution.  And it would not have 760 

been possible without significant contributions from U.S.-761 

based companies.  Now, Alberta owns these resources and 762 

manages them on behalf of the citizens of Alberta.  And 763 

today, some scant 50 years later, the oil sands is the 764 



 

 

43

largest investible resource in the world today where private 765 

dollars can flow in from private companies into a 766 

jurisdiction that respects property rights and ownerships. 767 

 Oil sands projects are carefully regulated on multiple 768 

levels and learning and improving operations all the time.  769 

Mined permits, facilities, must go through extensive review 770 

before approval is granted, and after approval, construction 771 

and fabrication is carefully monitored with annual plans in 772 

development submitted for mandatory approval.  As the 773 

projects begin to produce, there is again extensive 774 

oversight.  There are no reports of oil spills from oil sands 775 

reserves. 776 

 As oil is produced and shipped, there are in place 777 

numerous monitoring programs, and today this oil is shipped 778 

primarily to the USA.  And a recent EIA report in February 779 

showed that retail gas prices in areas where oil sands oil is 780 

delivered to other regions of the USA, the difference in 781 

price is as much as 50 cents per gallon where there has been 782 

reports of Alberta oil in that region.  And that is in the 783 

EIA report.  784 

 Throughout this period, technology innovation and 785 

continuous improvement have been Keystone's and oil sands 786 

development.  Government policy including land sales, 787 

royalty, and tax assistance, and in some cases actual funding 788 
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and partnership with industry have created a wealth-creating 789 

job-generating engine over many years.  In 1993, the oil 790 

sands have moved primarily from the production of two 791 

operators and production was 300,000 barrels a day.  792 

Government of Alberta royalty revenues have been suffering 793 

from low commodity prices.  We had a government that had a 794 

deficit that exceeded revenue by some 25 percent, debt levels 795 

were approaching 28 billion.  We are 100th the size of this 796 

country.  Oil sands investors asked for a level playing 797 

field, a generic royalty structure, and an accelerated tax 798 

recognition of their investments.  They received no direct 799 

benefits unless they invested their money first.  A tax on 800 

machinery and equipment was phased out, royalty structures 801 

became based on a payout period, royalties started low, and 802 

as projects paid out, increased to 25 percent of net profit. 803 

 Today, Mr. Chairman, oil sands royalties exceed those 804 

collected from all our natural gas production and the 805 

problems in Alberta.  So with this structure and investment, 806 

billions of dollars poured in.  We increased production to 807 

600,000 barrels per day by the time I got elected in 1993.  808 

In 2003, the world became aware of this resource and it 809 

created a stampede of investment.  It created technological 810 

innovation that basically has coined the oil sands as the 811 

world's engineering sandbox. 812 
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 Let me just give you one example.  Williams is an 813 

active, respected, midstream gas USA company.  They have 814 

developed and deployed a technology that we use as surplus 815 

gases emitted from the coking process that upgrades bitumen 816 

to a transferable form.  Now, as the gases are emitted from 817 

the coking process, Williams traps these gases.  They then 818 

remove the propane, butane, and higher C5 gases for use in 819 

sale later in the gas stream.  They return dry, clean-burning 820 

gas back to the coker.  This elegant but simple process now 821 

removes over 300,000 tons of CO2 from the atmosphere each and 822 

every year.  They have the potential to put four or more 823 

plants in that area resulting in over some million tons per 824 

year in reductions. 825 

 So as a former politician, Mr. Chairman, let me just 826 

outline the changes.  We balanced our budget in 1995 after 827 

implementing the Oil Sands Royalty Program.  All of our 828 

provincial debt was paid off in 2004.  We had never increased 829 

taxes.  We in fact refunded cash to the citizens of Alberta.  830 

We have doubled the Medical Research Fund.  We have doubled 831 

the Alberta Ingenuity Fund, and we have created a 832 

sustainability and capital plan that allowed us to go through 833 

the difficult times of the last 3 years.  And then in 2004, 834 

the book showed a stunning $68 billion turnaround from the 835 

dismal economic situation of 1993.   836 
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 Let me finish, Mr. Chairman, with two quick stories.  837 

2005, 60 Minutes aired a special on the oil sands.  A 22-838 

year-old trucker said he made $120,000 that year.  The end of 839 

the program the CBS phone line system was so deluged with 840 

calls it crashed.  Over 1,500 Americans ranging from truck 841 

drivers to nuclear engineers phoned in.  What did they want?  842 

Jobs.   843 

 So let me finish with a quote from our great neighbor to 844 

the south, Governor Schweitzer, Brian Schweitzer, who 845 

realizes that production from Alberta will be secure, 846 

reliable, non-geopolitical, reasonably priced energy.  And he 847 

says, ``I do not believe that we will ever have to send the 848 

National Guard to Alberta to protect our oil supply.''  Now 849 

Alberta is the number one energy supplier to the USA and the 850 

dialogue and the insight that your wisdom has shown in 851 

calling this committee meeting, Mr. Chairman, that will be 852 

gained today is critical to maintaining that special 853 

relationship.  Thank you for this opportunity to serve the 854 

House of Representatives. 855 

 [The prepared statement of Mr. Smith follows:] 856 

 

*************** INSERT 5 *************** 857 
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| 

 Mr. {Whitfield.}  Thank you. 858 

 Mr. Dyer, you are recognized for 5 minutes. 859 
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| 

^STATEMENT OF SIMON DYER 860 

 

} Mr. {Dyer.}  Good morning, Mr. Chairman and committee.  861 

My name is Simon Dyer.  I am the policy director with the 862 

Pembina Institute based in Alberta, Canada.  The Pembina 863 

Institute is Canada's nonprofit sustainable energy think 864 

tank.  We focus on energy solutions through research, 865 

education, consulting, and advocacy.  We have a long history 866 

as the leading independent expert on oil sands environmental 867 

policy and performance.  We have participated in the 868 

regulatory process in Alberta for 20 years and we conducted 869 

extensive research on policy solutions to current 870 

environmental problems in the oil sands. 871 

 The biggest impediment to progress on reducing the 872 

environmental impact of oil sands through the deployment of 873 

new technologies is the lack of regulatory policy to drive 874 

improved performance.  All the major environmental 875 

accomplishments such as dealing with acid rain, the hole in 876 

the ozone layer, and removing lead from gasoline were all 877 

driven by regulatory approaches that resulted in increased 878 

environmental performance and technological innovation in the 879 

industry.  In the oil sands, however, little attention has 880 

been focused on the appropriate role of government in 881 



 

 

49

regulating environmental performance, and thus, many of the 882 

environmental impacts continue to worsen today. 883 

 My comments, due to the short time, will be focused on 884 

greenhouse gas pollution but the same principles apply to 885 

other unresolved environmental impacts such as tailings waste 886 

management, fresh water use, air pollution, and land and 887 

wildlife impacts.  Over the last two decades, oil sands 888 

greenhouse gas emissions have more than doubled.  In 2009, 889 

oil sands operations in Canada emitted 45 megatons of 890 

greenhouse gases.  According to recent projections by the 891 

Government of Canada, this is set to double again by 2020.   892 

 What is less well known is that oil sands greenhouse gas 893 

emission intensity--that is how much carbon dioxide per 894 

barrel produced--has actually worsened over the past 6 years.  895 

This has undone some of the improvements in the emissions 896 

intensity that other presenters have mentioned.  Improvements 897 

since 1990 were largely driven by one-time changes like 898 

switching fuel from coke to natural gas and by incorporating 899 

cogeneration into projects.  The insinuation that these kind 900 

of improvements will continue into the future is not 901 

supported by the evidence. 902 

 The worsening emission profile of the oil sands can be 903 

attributed to three main issues.  Firstly, an increasing 904 

proportion of oil sands production will be coming from in 905 
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situ oil sands development, as noted by other speakers here 906 

today.  In situ development produces two-and-a-half times 907 

more greenhouse gas emissions per barrel than oil sands 908 

mining does.  Secondly, as oil sands development increases, 909 

companies are exploring lower-quality and harder-to-access 910 

bitumen resources and developing these resources means 911 

increased environmental impacts per barrel.  Thirdly, the 912 

very weak regulatory environment of the greenhouse gas 913 

management in Alberta and Canada does not require substantial 914 

improvements in greenhouse gas emissions. 915 

 As you may know, the Government of Canada has repeatedly 916 

failed to meet its own targets to reduce greenhouse gas 917 

pollution, and the oil sands are the major reason behind 918 

this.  While most industries in Canada are holding steady, 919 

emissions in the oil sands continue to rise.  A 2010 MIT 920 

study quantified this effect with economic models and 921 

concluded that the niche for the oil sands industry seems 922 

fairly narrow and mostly involves hoping the climate policies 923 

will fail.  In Canada, hitting climate targets while the oil 924 

sands expand dramatically would mean asking every other 925 

sector in our economy to do more than their fair share, a 926 

prospect that is so unappealing that every Canadian 927 

environment minister to date has opted to miss their targets 928 

instead. 929 
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 Much attention has been paid to the potential role of 930 

carbon capture and storage, or CCS, in limiting greenhouse 931 

emissions from the oil sands.  Indeed, Alberta's climate plan 932 

says CCS alone will account for 70 percent of Alberta's 933 

reductions by 2050.  However, there are no operating CCS 934 

projects in the oil sands.  One planned integrated project, 935 

Shell's Quest Project, proposes to capture 1.2 million tons 936 

of emissions from the Scotford Upgrader.  This project will 937 

receive $865 million in subsidies from the Alberta and 938 

federal governments.   939 

 While in principle, CCS could be applied at different 940 

stages of the oil sands, it is not economic under current 941 

policies.  Carbon capture costs for oil sands projects range 942 

from 75 to $230 per ton of carbon dioxide.  In Alberta, the 943 

effective carbon price is only $15 per ton of CO2.  At this 944 

price level in the absence of further massive public 945 

subsidies, there will be no deployment of CCS in the oil 946 

sands beyond Shell's Quest Project.  947 

 Unfortunately, Alberta's climate plan states that 30 948 

megatons of annual reductions will be derived by CCS by 2020, 949 

the equivalent of building 25 Quest-type projects in the next 950 

8 years.  Clearly, this is a fiction.  For carbon capture to 951 

be economic, governments would either have to implement 952 

carbon prices an order of magnitude higher than they are 953 
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currently or mandate carbon capture and storage for the oil 954 

sands industry. 955 

 In December, Pembina Institute conducted the first 956 

assessment of Alberta's climate plan.  We concluded that 957 

Alberta will miss its emissions target by two-thirds.  We 958 

characterized Alberta's climate plan as ``a car without an 959 

engine,'' as many of the elements that could be effective but 960 

without a meaningful carbon price, it just won't run.  The 961 

current frenzied rate of oil sands development in Canada is a 962 

symptom of our failure to implement policies and regulations 963 

to meet our commitments.  Rosy projections of oil sands 964 

expansion are simply mathematically inconsistent with these 965 

commitments. 966 

 I would like to finally comment on the fact that Pembina 967 

Institute is supportive of voluntary measures in research and 968 

development by oil sands industry.  It is important to 969 

distinguish between lab research and small-scale pilot 970 

projects and commercial penetration of new technologies.  The 971 

commercial application of new technologies is simply not 972 

keeping pace with this expansion and the vast majority of new 973 

production will rely on conventional more polluting 974 

technology.  This represents a significant opportunity lost 975 

and can only be addressed through policy and regulatory 976 

intervention. 977 
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 Thank you very much.  I look forward to your questions. 978 

 [The prepared statement of Mr. Dyer follows:] 979 

 

*************** INSERT 6 *************** 980 
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| 

 Mr. {Whitfield.}  And thank you, Mr. Dyer. 981 

 And Ms. Laboucan-Massimo, you are recognized for 5 982 

minutes. 983 
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| 

^STATEMENT OF MELINA LABOUCAN-MASSIMO 984 

 

} Ms. {Laboucan-Massimo.}  Thank you.  Good morning, chair 985 

and Committee.  My name is Melina Laboucan-Massimo.  I come 986 

from northern Alberta, Canada.  I am a member of the Lubicon 987 

Cree First Nation, which is one of the many communities 988 

impacted by tar sands development. 989 

 For those of us in Canada who are experiencing the 990 

detrimental effects of tar sands, it is encouraging to see 991 

that many decision-makers and citizens in the United States 992 

are beginning to ask questions around whether or not the tar 993 

sands are in the right direction and which we should be 994 

pursuing in an already carbon-constrained world.  In the past 995 

5 years, I have worked in communities throughout Albert and 996 

British Columbia that are very concerned about the approval 997 

of tar sands pipelines not only because of potential spills 998 

but also because it will increase pressure for more tar sands 999 

expansion in Alberta.   1000 

 I personally have felt the impacts of both pipeline 1001 

spills and tar sands-driven industrialization of the 1002 

landscape in the north.  Last spring, I returned home where I 1003 

was born to witness the aftermath of one of the largest 1004 

spills in Alberta's history, which was 50 percent larger than 1005 
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the oil spill in the Kalamazoo River in Michigan.  What I saw 1006 

was a landscape forever changed where my family fished, 1007 

hunted, and trapped for generations.  Days before the federal 1008 

or provincial government admitted that this had happened, my 1009 

family was sending me messages telling me of headaches, 1010 

burning eyes, nausea, and dizziness, asking me if I could 1011 

find out more information as to if it was an oil spill and 1012 

how big it might be.  This was one of the saddest and most 1013 

frustrating points because my family was not the first, nor 1014 

the last, to experience these effects.  It was alarming to 1015 

hear that the first phase of the Keystone had already leaked 1016 

and spilled 14 different times in its first 12 months of 1017 

operation.   1018 

 Where I come from billions of dollars are taken out of 1019 

our traditional territories.  Yet, until this day, my family 1020 

still has no running water.  The indigenous communities have 1021 

lived in these regions for thousands of years and yet are 1022 

being pushed out, unable to access their traditional 1023 

territories and unable to practice their treaty rights due to 1024 

tar sands expansion.  This is a violation of our 1025 

constitutionally protected rights under Section 35 of the 1026 

Canadian Constitution.  1027 

 Communities like Fort McKay First Nation can no longer 1028 

drink the water from their taps and their children are 1029 
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developing skin rashes from bathing in this contaminated 1030 

water.  A cancer study done by Alberta Health Services reveal 1031 

that there was a 30 percent increase in the community 1032 

downstream of Fort Chipewyan.  Leukemias and lymphomas were 1033 

increased by three-fold and bile duct cancers increased by 1034 

seven-fold.  Almost all of the cancer types that were 1035 

elevated were linked in scientific literature to chemicals in 1036 

oil or tar.  We have toxic tailing ponds sitting in the north 1037 

of Alberta that span over 170 square kilometers, which is 1038 

equivalent to 42,000 acres.   1039 

 This is the reality in Canada.  And more specifically, 1040 

in Alberta, we have a lax and failing environmental monitor 1041 

system, which has little to no enforcement when it comes to 1042 

the tar sands.  There have been thousands of alleged 1043 

contraventions, notifications, and releases with little to no 1044 

evidence of enforcement as see in a database from Alberta 1045 

Environment Documents, which details incidences of licensed 1046 

and unlicensed discharges of pollutants, tailing leaks, 1047 

chronic acute pollution incidents, habitat destruction, and 1048 

failure by industry to maintain monitoring equipment, 1049 

pollution and government documentation of reclamation and 1050 

chronic lack of enforcements.   1051 

 We have endured decades of promises that have taught us 1052 

that promises of new technologies that will repair this 1053 
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damage feel like empty words.  The reality is that SAGD 1054 

solutions usually move the problem elsewhere such as pumping 1055 

the toxic byproduct underground where they can leak into 1056 

aquifers rather than storing them in tailing ponds from the 1057 

mines.  Meanwhile, the scale of production is increasing and 1058 

the overall programs are getting worse.  We have not yet seen 1059 

a cumulative environmental assessment overall in the tar 1060 

sands and the government is therefore passing these projects 1061 

without this cumulative environmental assessment. 1062 

 Companies will leave irreparable damage to our lands and 1063 

our homes, and the Alberta government claims to reclaim the 1064 

land.  However, many prominent scientists dispute that this 1065 

is possible.  Just last week, a report was published in the 1066 

proceedings of the National Academy of the Sciences of the 1067 

United States of America stating ``any suggestion that oil 1068 

sands reclamation will put things back to the way they were 1069 

is greenwashing.''  1070 

 First Nations in British Columbia are also adamant that 1071 

the Enbridge pipeline will not be built through their 1072 

territories.  Over 100 First Nations have signed on to this 1073 

declaration to oppose the construction of the Enbridge 1074 

pipeline and its associated supertankers on the west coast of 1075 

Canada and First Nations are willing to pursue litigation if 1076 

the Enbridge pipeline is approved in Canada as they have 1077 
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constitutionally protected rights under Section 35 of the 1078 

Canadian Constitution. 1079 

 If constructed, the Keystone XL would deepen our mutual 1080 

addiction to dirty oil and enable the ongoing expansion of 1081 

the tar sands at the expense of communities, as well as at 1082 

the expense of advancing cleaner energy alternatives.  You 1083 

have a choice in the direction we are taking in the world.  1084 

You have the opportunity to become the world leaders in clean 1085 

renewable energy solution that meet our energy needs without 1086 

undermining or sacrificing the health of our communities and 1087 

ecosystems.  1088 

 Thank you very much. 1089 

 [The prepared statement of Ms. Laboucan-Massimo 1090 

follows:] 1091 
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| 

 Mr. {Whitfield.}  Thank you very much.  And thank all of 1093 

you for your thoughtful testimony. 1094 

 And at this time we will have periods of questions for 1095 

the panel and I will recognize myself for 5 minutes, and then 1096 

we will go to the other members. 1097 

 First of all, Mr. Smith, you were the minister of energy 1098 

in Canada for a number of years, is that correct?  1099 

 Mr. {Smith.}  That is correct.  I was the minister of 1100 

energy for the Province of Alberta, which owns the resource 1101 

and manages it on behalf of all Albertans. 1102 

 Mr. {Whitfield.}  And how would you describe the 1103 

government of Alberta's approach to leasing land for oil 1104 

sands development? 1105 

 Mr. {Smith.}  What happens, Mr. Chairman, is that if 1106 

there is no record of development after a lease has been 1107 

purchased in an open auction type of format, then that lease 1108 

reverts back to the Crown and it is in fact resold.  So that 1109 

way it is a clear process, it is a transparent process, and 1110 

it is one that has been free from corruption for the last 70 1111 

years that it has been in place. 1112 

 Mr. {Whitfield.}  Well, would you characterize Alberta 1113 

as being encouraging development or being an obstacle to 1114 

development? 1115 
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 Mr. {Smith.}  Well, I don't think the government that I 1116 

was involved with, Mr. Chairman, made any secret out of 1117 

wanting to generate employment and create jobs and create 1118 

prosperity and wealth for the Province of Alberta.  That 1119 

province, at the time I was elected at 2.5 million now has 1120 

3.7 million people.  It has consistently the lowest 1121 

unemployment across Canada, consistently the highest average 1122 

earnings.  The oil sands itself has created more jobs for 1123 

aboriginal and First Nations people in Canada than any other 1124 

place in Canada today.   1125 

 The oil sands fall under three areas of the government--1126 

regulator, policymaker, and royalty collector.  So you are 1127 

always in a dynamic tension of dealing with those three 1128 

matters.  They are making great progress.  I have seen 1129 

reclamation of mined sites, Mr. Chairman, where the company 1130 

went to the elders of the First Nations, they asked what 1131 

would they like in reclamation, and in fact they created a 1132 

buffalo herd.  That buffalo herd that is on there today has a 1133 

herd of about 300 with a 99 percent successful calving rate. 1134 

 Mr. {Whitfield.}  So if I describe the Alberta area as 1135 

having an economic boom since this took place, would that be 1136 

accurate or not? 1137 

 Mr. {Smith.}  Absolutely. 1138 

 Mr. {Whitfield.}  Accurate, okay.  Now, we have had a 1139 
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number of hearings on Keystone pipeline, and those people who 1140 

are opposed to it I think I can characterize their 1141 

description of oil sands production and so forth as being 1142 

inherently dirty and inherently more risky than other types 1143 

of oil.  Would you agree with that characterization, Mr. 1144 

McCaffrey? 1145 

 Mr. {McCaffrey.}  No, I wouldn't actually.  When we look 1146 

at the greenhouse gas footprints that we have relative to 1147 

other U.S. imports, I think we have made great strides on it.  1148 

It doesn't mean we can't continue to do better and that is 1149 

what we are doing.  We are focusing that on energy 1150 

efficiency, and some of the things that we are working on 1151 

right now in areas of technology are very exciting.  But no, 1152 

I wouldn't agree with that. 1153 

 Mr. {Whitfield.}  Okay.  Mr. Dyer in his testimony made 1154 

this comment that in situ extraction had significantly more 1155 

greenhouse gas intensity means it ostensibly produced more 1156 

greenhouse gases than other methods of extraction and he said 1157 

on average 2.5 times more intensive than mining as far as 1158 

greenhouses go.  Would you and Mr. Smith agree with that 1159 

comment or not? 1160 

 Mr. {Smith.}  Actually, Mr. Chairman, Dr. Isaacs would 1161 

probably be the best person to-- 1162 

 Mr. {Whitfield.}  Would you agree with that comment, Dr. 1163 
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Isaacs? 1164 

 Mr. {Isaacs.}  No, I wouldn't agree with that comment. 1165 

 Mr. {Whitfield.}  Okay.  Now, Mr. Dyer also said that 1166 

there is a weak regulatory system in Canada relating to 1167 

production of oil sands.  Would you agree with that 1168 

statement, Mr. Smith? 1169 

 Mr. {Smith.}  No, I wouldn't, Chairman Whitfield, 1170 

because Alberta recognizes that it has great and vast 1171 

resource and it must be developed in an orderly manner and it 1172 

must pay attention to environmental values and social values.  1173 

It was the first province in Canada to have a Department of 1174 

Environment.  It was created solely for the purpose of 1175 

managing these resources.  We have a quasi-independent semi-1176 

judicial regulator that makes decisions on the development.  1177 

It takes 3-1/2 to 5 years to approve one SAGD process.  A 1178 

mining project has been in approval over 7 years.  These 1179 

panels are joint panels, federal Fisheries and Oceans, 1180 

federal environmentalist departments, they will share in the 1181 

panels.  It is a very highly regulated and public process. 1182 

 Mr. {Whitfield.}  Thank you.  My time is expired.  1183 

 At this time I recognize Ms. Castor for 5 minutes. 1184 

 Ms. {Castor.}  Well, thank you, Mr. Chairman.  Thank you 1185 

all for your testimony.  1186 

 I would like to keep on that line of questioning and 1187 
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understand that in Alberta you have an Energy Resources 1188 

Conservation Board, Department of the Environment, Department 1189 

of Sustainable Resource Development.  They all maintain very 1190 

robust rules for tailings management, land reclamation, water 1191 

pollution, groundwater monitoring.  So, because my time is 1192 

limited, could you go down and just give me a yes or no 1193 

answer.  I think many of you have already stated this.  Are 1194 

those fundamental health safety and environmental regulations 1195 

important?  Yes or no? 1196 

 Mr. {Isaacs.}  Yes. 1197 

 Mr. {Dammer.}  Yes. 1198 

 Mr. {Nenniger.}  Yes. 1199 

 Mr. {McCaffrey.}  Yes. 1200 

 Mr. {Smith.}  Without question. 1201 

 Mr. {Dyer.}  Yes. 1202 

 Ms. {Laboucan-Massimo.}  Yes. 1203 

 Ms. {Castor.}  Well, see, the difference here in the 1204 

great United States of America is that what the Republicans 1205 

have tried to do is have this Keystone pipeline approved by 1206 

passing a bill and giving short shrift to a lot of those 1207 

health, safety, and environmental reviews, really giving them 1208 

special treatment by passing a law and not adhering to things 1209 

like the National Environmental Policy Act and others.  And 1210 

that is not fair.  All of these entities should play by the 1211 
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rules. 1212 

 Today, we have heard several witnesses testify about the 1213 

ability of new technologies that attempt to minimize the 1214 

impacts of tar sands oil development on strip mining, on 1215 

water pollution, the lingering toxic chemicals in these large 1216 

tailing ponds, the decades of dealing with the solid wastes 1217 

that is left over and carbon pollution.  And it is important 1218 

that here in the United States we understand the impacts of 1219 

the tar sands.   1220 

 Mr. Dyer, based on your study of the tar sands industry 1221 

in Canada, have environmental impacts of the tar sands been 1222 

significantly mitigated through the deployment of new 1223 

technology? 1224 

 Mr. {Dyer.}  Well, I wouldn't take my word for it.  I 1225 

mean if you look at the Royal Society of Canada's report on 1226 

the tar sands, which is the equivalent of your U.S. Academy 1227 

of Sciences.  They concluded that regulations haven't kept 1228 

pace with oil sands development, so absolutely not.  As was 1229 

mentioned, there was an absolute boom in the oil sands and it 1230 

left regulators unprepared to catch up with addressing 1231 

cumulative environmental limits in the oil sands. 1232 

 Ms. {Castor.}  Thank you.  And how about you, Ms. 1233 

Laboucan-Massimo?  Has technology fixed the environmental 1234 

harms from tar sands production that are so devastating to 1235 
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the First Nations communities? 1236 

 Ms. {Laboucan-Massimo.}  In my opinion no, 1237 

unfortunately, because what we are seeing are impacts of the 1238 

land.  We are seeing impacts to the air and to the water.  1239 

And so we have seen exceedances happen from operations that 1240 

impact the communities downstream and that are around the 1241 

communities.  We have seen cattle ranchers actually have they 1242 

think connected to the emissions have their cattle 1243 

miscarriage because of things like where they are feeling 1244 

quite ill from the inability for them to capture fugitive 1245 

emissions.  So it is impacting people and I don't feel like 1246 

it is doing its job. 1247 

 Ms. {Castor.}  And in addition to pollution of water and 1248 

water quality issues, development of tar sands is a very 1249 

water-intensive process.  So it impacts water quantity.  In 1250 

fact, it takes as much as four barrels of water to produce 1251 

just one barrel of bitumen from tar sands.  And here in the 1252 

United States it is reported that we have rich deposits of 1253 

tar sands and oil shale in arid western States such as Utah 1254 

and Colorado and Wyoming. 1255 

 Ms. Laboucan-Massimo, can you speak to the impacts of 1256 

tar sands development in Alberta on the local water 1257 

resources?  Go into a little greater detail on water quantity 1258 

requirements and water quality. 1259 
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 Ms. {Laboucan-Massimo.}  Well, the area where we are, 1260 

the Peace-Athabasca Delta is a sixth of Canada's fresh water 1261 

supply, so we are dependent on that water supply.  It is very 1262 

important to us so what we have seen is that industry has 1263 

used this water as well so we are somewhat at competing needs 1264 

for it.  But the damage that we have seen happen to the 1265 

downstream communities, you know, we are seeing unfortunately 1266 

fish with tumors and such because of the contamination but we 1267 

are also seeing lower levels of water in the area.  So I have 1268 

talked to elders that, you know, used to boat down from 1269 

community to community and now they are hitting sandbars 1270 

because there are decreased water levels in the areas.  And 1271 

that is very concerning.  For the scientific community where 1272 

they are actually saying if there is decreased levels that 1273 

will, you know, do a fish kill or a potential fish 1274 

depopulation of the areas.  So there is definitely downstream 1275 

impacts as well as for communities around that region as 1276 

well. 1277 

 Ms. {Castor.}  Thank you very much. 1278 

 Mr. {Whitfield.}  At this time, I recognize the 1279 

gentleman from Illinois, Mr. Shimkus, for 5 minutes. 1280 

 Mr. {Shimkus.}  Thank you, Mr. Chairman.  So many 1281 

questions, so little time.  First of all, I did meet with the 1282 

chief elder of First Nation on my trip and although he was 1283 
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concerned about expansion, he did appreciate the hundreds of 1284 

jobs, thousands of jobs available to tribal members in these 1285 

operations.  I want to put that on the table. 1286 

 And again, this Keystone debate is really kind of goofy 1287 

because we only spent 3-1/2 years to study it.  Ten thorough 1288 

agencies all approved it.  EPA said it was okay.  So for us 1289 

it just drives a lot of us crazy to hear these really 1290 

fallacious false statements about the entire process. 1291 

 Let me go briefly.  I have got a couple pictures.  Let 1292 

us put the first one up.  This is in response to my friend, 1293 

Mr. Waxman.  That is a recovered mine operation site.  Now, I 1294 

am from Southern Illinois.  We had strip coalmining obviously 1295 

in the first days, not very good environmental stewards.  We 1296 

recover coalmine operations now and that is a picture of 1297 

before and after of a recovered, reclaimed surface mining 1298 

operation. 1299 

 Let us go to the next slide because it really dealt with 1300 

my opening.  We better start talking about the two different 1301 

types of operations.  For as much as the environmental left 1302 

wants to keep beating us up, there are two different 1303 

operations.  And these three pictures show that.  This is an 1304 

in situ operation.  Go the next picture.  That is the 1305 

footprint when it tails off.  That is kind of the wells.  Go 1306 

to the next one.  Of course the little pipeline and then the 1307 
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product.  So I just need to put that on record. 1308 

 Let me ask Dr. Isaacs.  I have a quick question.  You 1309 

mentioned some technology company, communications company.  1310 

What company was that? 1311 

 Mr. {Isaacs.}  Harris Corporation headquartered in 1312 

Florida. 1313 

 Mr. {Shimkus.}  Melbourne, Florida, I think, right? 1314 

 Mr. {Isaacs.}  Right. 1315 

 Mr. {Shimkus.}  So this is a big operation for them? 1316 

 Mr. {Isaacs.}  Yes. 1317 

 Mr. {Shimkus.}  Great.  Mr. Dammer, I just want to thank 1318 

you for talking about the 2005 energy bill.  I was on the 1319 

Conference Committee, great piece of legislation and I hope 1320 

it helps us create additional operation in oil shale 1321 

development. 1322 

 Dr. Nenniger, when you are talking about your new 1323 

operation, it sounds like you are putting a chemical solution 1324 

down to recover the oil sands.  Is that correct?  1325 

 Mr. {Nenniger.}  Most likely, it is either condensing 1326 

propane-- 1327 

 Mr. {Shimkus.}  Okay. 1328 

 Mr. {Nenniger.}  --which is what you burn in your 1329 

barbecue or condensing butane. 1330 

 Mr. {Shimkus.}  And obviously, you have been following 1331 
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our debate on fracking.  And you are doing a lot of research.  1332 

Would you want to immediately disclose that list of operation 1333 

to anyone who wants to use that or would it be proprietary 1334 

information? 1335 

 Mr. {Nenniger.}  No, it is absolutely open. 1336 

 Mr. {Shimkus.}  Good. 1337 

 Mr. {Nenniger.}  We have technical papers on our 1338 

website.  We have 10, 15 patents so-- 1339 

 Mr. {Shimkus.}  Great, thank you.  I got short time.  1340 

Let me go to Mr. McCaffrey.   1341 

 Mr. McCaffrey, you have listened to a lot of some of the 1342 

statements.  I would like for you to address two issues--1343 

wheels-to-well carbon dioxide emission levels, and also I 1344 

would you to address this water issue that was raised, 1345 

especially in your expertise on in situ. 1346 

 Mr. {McCaffrey.}  Sure.  In terms of wells-to-wheels 1347 

analysis, we are focused on the energy intensity and we have 1348 

been successful in continuing to reduce our greenhouse gas 1349 

emissions throughout the last several years and we have a 1350 

target of continuing to reduce those.  It is all focused on 1351 

improving our energy efficiency and using novel technologies 1352 

like cogeneration and then seeing what we can do to 1353 

substitute out the steam as we go along through infield wells 1354 

and the use of natural gas, which is just methane in the 1355 
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reservoir.  We just-- 1356 

 Mr. {Shimkus.}  And you told me that that process is 1357 

actually lower than the California carbon standards, is that 1358 

correct?  1359 

 Mr. {McCaffrey.}  Absolutely.  I think it is about 15 1360 

percent. 1361 

 Mr. {Shimkus.}  Great.  Can you now move into the water 1362 

usage issue? 1363 

 Mr. {McCaffrey.}  Sure.  It is pretty much a closed-loop 1364 

system where we recycle the water back--or we bring the water 1365 

back when it is produced so it is condensed steam, drains 1366 

down to the producer, we bring it back, we recycle it, and we 1367 

use it over and over again. 1368 

 Mr. {Shimkus.}  So this number of the use of water in 1369 

your operation is not true? 1370 

 Mr. {McCaffrey.}  No.  No, we recycle 90 percent. 1371 

 Mr. {Shimkus.}  Great.  Thank you. 1372 

 Mr. Chairman, I will return back 19 seconds. 1373 

 Mr. {Whitfield.}  At this time, I would like to 1374 

recognize the gentleman from California, Mr. Waxman, for 5 1375 

minutes. 1376 

 Mr. {Waxman.}  Thank you, Mr. Chairman. 1377 

 Since last May, this committee has held four hearings on 1378 

the Keystone XL tar sands pipeline and passed two separate 1379 
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bills to mandate approval of that pipeline, and yet the 1380 

majority has never bothered to examine the impacts of tar 1381 

sands production and transport on public health and the 1382 

environment.  In particular, there has been no effort to 1383 

understand what a shift to tar sands fuel would mean for U.S. 1384 

carbon pollution.  So today's hearing is long overdue.  And 1385 

it appears that most of the witnesses here recognize that tar 1386 

sands pose serious environmental threats that must be 1387 

addressed.  For example, every witness on this panel has 1388 

provided testimony about efforts to reduce greenhouse gas 1389 

emissions from tar sands productions.  One of the witnesses 1390 

invited by the majority, Dr. Nenniger, states that ``the 1391 

evidence of climate change is compelling and terrifying.''  1392 

Another, Dr. Isaacs, states that ``careful management of 1393 

environmental issues, especially greenhouse gas emissions, is 1394 

essential.''   1395 

 Mr. Dyer, are the tar sands operations really getting 1396 

cleaner in terms of carbon pollution, and if not, why not? 1397 

 Mr. {Dyer.}  In absolute terms, definitely not as we 1398 

demonstrated here looking at the emissions doubling by 2020.  1399 

And in terms of the intensity, the evidence suggests not as 1400 

well.  You know, this is government and industry data that 1401 

says we have got a worsening trend in the past 6 years.  Our 1402 

data that demonstrates in situ development is more greenhouse 1403 
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gas intensive than mining is based on industry data and 1404 

highlights in our report drilling deeper the in situ report 1405 

card.  So I think the data is quite clear that in situ, based 1406 

on its requirements for steam, is more GHG-intensive than 1407 

mining and that trend is currently outstripping any potential 1408 

improvements. 1409 

 Mr. {Waxman.}  Mr. Dyer, are there technologies 1410 

available that could substantially reduce greenhouse gas 1411 

emissions for tar sands production? 1412 

 Mr. {Dyer.}  Yes, there are but unfortunately they are 1413 

expensive.  And, you know, if you are making decisions about 1414 

whether to deliver, you know, a responsible product that has 1415 

low carbon emissions, adopting expensive carbon capture and 1416 

storage voluntarily is not going to happen.  So I think we 1417 

are in a situation where we have been facing other great 1418 

environmental challenges in North America.  If we are serious 1419 

about cleaning up some of the worst aspects of oil sands 1420 

development, we should be willing to regulate them.  And 1421 

clearly the evidence is that Canada so far hasn't taken 1422 

interest in regulating the oil sands. 1423 

 Mr. {Waxman.}  So there are no operating carbon capture 1424 

and sequestration projects now.  One is being planned, as I 1425 

understand it, but it is being heavily subsidized by the 1426 

government.  Absent such subsidies, the industry has no 1427 
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incentive to deploy technology, is that right? 1428 

 Mr. {Dyer.}  That is correct.  You know, there are 1429 

dozens of projects in the regulatory queue currently in 1430 

Alberta.  And with the exception of the Shell Quest project, 1431 

which will be built using taxpayers' dollars, none of those 1432 

projects propose carbon capture and storage. 1433 

 Mr. {Waxman.}  Ms. Laboucan-Massimo, what is your view?  1434 

Does the industry rhetoric about the sustainable development 1435 

match up to the reality on the ground? 1436 

 Ms. {Laboucan-Massimo.}  In my opinion, no, it doesn't.  1437 

What we are seeing is massive mines the size of entire 1438 

cities.  Pearl Mine will be bigger than Washington, D.C.  1439 

What we are seeing is a number of in situ projects all over 1440 

the region.  I am from the Peace region.  There is the 1441 

Athabasca region.  This region in total takes up the size of 1442 

the State of Florida.  We are talking about completely 1443 

fragmenting or destroying a landscape the size of an entire 1444 

State of the United States of America. 1445 

 Mr. {Waxman.}  The industry and Alberta government talk 1446 

a good game but this is a classic example of greenwashing.  1447 

The reality is that the carbon pollution from tar sands is 1448 

growing very rapidly and the Alberta government is not 1449 

willing to put the policies in place that would be necessary 1450 

to change that.  One claim we have heard repeatedly about the 1451 
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Keystone XL tar sands pipeline is that if the U.S. doesn't 1452 

take the tar sands crude, Canada will just send it to China. 1453 

 Mr. Dyer, does Canada currently have the transport 1454 

capacity in place for tar sands to send the tar sands to 1455 

China instead of the U.S.? 1456 

 Mr. {Dyer.}  No.  There is a small pipeline that 1457 

currently goes to Vancouver but there is a major proposed 1458 

pipeline the Enbridge Gateway project.  That is facing even 1459 

more opposition I would say in my estimation than the 1460 

Keystone XL. 1461 

 Mr. {Waxman.}  Ms. Laboucan-Massimo, is this pipeline 1462 

going to happen? 1463 

 Ms. {Laboucan-Massimo.}  No, in my opinion it will not 1464 

happen.  Over 100 First Nations are opposing this pipeline 1465 

and over 80 percent of British Columbians themselves actually 1466 

oppose the supertanker traffic that would need to be 1467 

associated with the tar sands pipeline. 1468 

 Mr. {Waxman.}  Thank you.  My time is expired.  Thank 1469 

you, Mr. Chairman. 1470 

 Mr. {Whitfield.}  At this time, I recognize the 1471 

gentleman from West Virginia, Mr. McKinley, for 5 minutes. 1472 

 Mr. {McKinley.}  Thank you, Mr. Chairman.  Melina? 1473 

 Ms. {Laboucan-Massimo.}  Yes.  Hi. 1474 

 Mr. {McKinley.}  I am just curious if you could give me 1475 
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a little insight.  Does your group or something similar--do 1476 

you support drilling for oil in the Gulf? 1477 

 Ms. {Laboucan-Massimo.}  In the Gulf?  Well-- 1478 

 Mr. {McKinley.}  Yes or no. 1479 

 Ms. {Laboucan-Massimo.}  No. 1480 

 Mr. {McKinley.}  Do you support drilling in ANWR? 1481 

 Ms. {Laboucan-Massimo.}  ANWR which is where? 1482 

 Mr. {McKinley.}  In Alaska. 1483 

 Ms. {Laboucan-Massimo.}  Oh, no. 1484 

 Mr. {McKinley.}  Do you support the Keystone Pipeline, 1485 

the conception of it? 1486 

 Ms. {Laboucan-Massimo.}  No, I don't. 1487 

 Mr. {McKinley.}  Do you support surface mining for coal, 1488 

like mountaintop mining, for example? 1489 

 Ms. {Laboucan-Massimo.}  Well, I have been to Kentucky 1490 

and I have talked to people from there and it seems like the 1491 

repercussions are similar to the tar sands so I would say in 1492 

my opinion things have been sacrificed. 1493 

 Mr. {McKinley.}  Do you support the fracking technique 1494 

to get to the gas shale like in the Appalachian Mountains or 1495 

in Texas or wherever shale gas is located?  Is that something 1496 

that your group would support? 1497 

 Ms. {Laboucan-Massimo.}  For fracking? 1498 

 Mr. {McKinley.}  The fracking to get the gas out of the 1499 
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ground there. 1500 

 Ms. {Laboucan-Massimo.}  No. 1501 

 Mr. {McKinley.}  So I am really curious where you are 1502 

going with this.  You know where I am going-- 1503 

 Ms. {Laboucan-Massimo.}  Yeah.  1504 

 Mr. {McKinley.}  --and that is that we don't want oil, 1505 

we don't want coal, we don't want gas, but yet we have a 1506 

Nation that depends on those.  But you are saying that I want 1507 

us to use--and that is fine.  I am going to support the all-1508 

of-the-above, the renewables-- 1509 

 Ms. {Laboucan-Massimo.}  Okay. 1510 

 Mr. {McKinley.}  --but I don't understand your point 1511 

because you are trying to ban this.  The technique that 1512 

everyone has used up here has been very clever, the focus on 1513 

the 20 percent that is not in situ.  In situ, clearly you 1514 

have seen the pictures how environmentally sensitive it is 1515 

for that but everyone seems to be focused, even from the 1516 

folks on the other side of the aisle have been focused so 1517 

much on the negative of surface disruption.  But coming from 1518 

the construction industry 45 years, I would challenge someone 1519 

if they have not been on a golf course to see a golf course 1520 

constructed.  Millions of cubic yards are disturbed to have a 1521 

golf course but at the end of the day everyone enjoys it.  1522 

Surface mining, I have seen them use then, after the surface 1523 
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mine, to use after the reclaim for shopping malls, schools, 1524 

penal institutions.  But you just always look at the worst 1525 

side of it and that is during the construction.  And again 1526 

coming from a construction I don't think anyone ever likes a 1527 

construction site during construction but when it is all 1528 

done, when it is reclaimed, it is something positive.  Why 1529 

are you so focused on the negative? 1530 

 Ms. {Laboucan-Massimo.}  Well, what I am actually-- 1531 

 Mr. {McKinley.}  Because you are not willing to get oil, 1532 

gas, or coal-- 1533 

 Ms. {Laboucan-Massimo.}  Well, it is actually asking for 1534 

more of a transition away from oil and gas and the associated 1535 

greenhouse gas emissions that are causing issues worldwide.  1536 

We need to transition away from that and actually put our 1537 

investments in renewable energy systems so we can actually 1538 

have healthier communities. 1539 

 Mr. {McKinley.}  Okay, Mr. McCaffrey, if I could go to 1540 

you just for a minute. 1541 

 Back in May of last year, we had some testimony here in 1542 

a hearing and there were issues.  I would just like your 1543 

comments that were given to us by--it said on a lifecycle 1544 

basis, tar sands may emit almost 40 percent more carbon 1545 

pollution than conventional fuel.  Would you agree with that? 1546 

 Mr. {McCaffrey.}  No, I wouldn't. 1547 
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 Mr. {McKinley.}  Okay.  There was another testimony on 1548 

the same day that--we have talked about pipeline safety 1549 

because a lot of the opponents are trying to indicate that it 1550 

is dangerous what we are doing.  There was testimony said 1551 

including the bitumen high pressure, including internal 1552 

corrosion, abrasion, and stress corrosion cracks only weaken 1553 

pipelines over safety.  And then it went on to say that 1554 

Alberta's scorched earth tar sands operations are the most 1555 

destructive sources of oil on the planet.  Would you agree 1556 

with those statements? 1557 

 Mr. {McCaffrey.}  Absolutely not. 1558 

 Mr. {McKinley.}  Back to Mr. Smith.  Can you touch on 1559 

just a little bit about the revenue source, what impact your 1560 

revenue source has been on the nation with Canada, what you 1561 

have been able to facilitate in Alberta?  Has that had a 1562 

positive impact?  Has that provided revenue to the country to 1563 

get out of its own-- 1564 

 Mr. {Smith.}  Well, there are significant studies done 1565 

by major and reputable economic groups across Canada and the 1566 

United States that talks about an oil sands barrel delivers 1567 

more economic value to the United States than any other 1568 

barrel that you use import or derived in the world today.  1569 

Member Shimkus talked about Caterpillar and Michelin, Chicago 1570 

Iron, the number of companies that are involved in the oil 1571 
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sands-- 1572 

 Mr. {McKinley.}  I know my time is essentially expired, 1573 

but if we in America couldn't mine coal or can't burn coal 1574 

and we couldn't use oil or gas, what do you think our role is 1575 

as leaders?  How long do we-- 1576 

 Mr. {Smith.}  North America's economic recovery has 1577 

always been based on reasonable and low-priced energy costs 1578 

and will continue to be that way. 1579 

 Mr. {McKinley.}  Thank you very much. 1580 

 Mr. {Whitfield.}  The gentleman's time has expired.  1581 

 At this time, I recognize the gentleman from Texas, Mr. 1582 

Green, for 5 minutes. 1583 

 Mr. {Green.}  Thank you, Mr. Chairman.  And let me for 1584 

the record correct--there were some statements made earlier 1585 

by our ranking member that talked about the Keystone pipeline 1586 

was trying to get ahead of what is normally required for 1587 

pipelines in our country.  That is just not true.  The 1588 

Keystone pipeline has had, you know, one environmental impact 1589 

statement with two supplemental and it was still approved by 1590 

the EPA.  So that is even more than the typical pipeline from 1591 

Texas to Cushing, Oklahoma, that is the southern leg of it 1592 

that the President supports.  So there has been no 1593 

exceptions.  You know, when you have study for 2-1/2 years on 1594 

a pipeline, you obviously are going to get a lot of reviews 1595 
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so there have been at least one full environmental impact and 1596 

two supplementals and approval by the EPA of the Keystone 1597 

pipeline.  And that is subject to even more reviews than our 1598 

typical pipeline safety law, even the ones that we just 1599 

passed that is now law.  So the Keystone pipeline has been 1600 

reviewed.  Now, I don't know wherever the people get their 1601 

information. 1602 

 Let me ask some questions, though, of Mr. McCaffrey.  A 1603 

number of what happens at the oil sands is you are using 1604 

cogeneration to natural gas to use to provide steam for the 1605 

process in the in situ.  How many of the current oil sands 1606 

sites are using cogeneration? 1607 

 Mr. {McCaffrey.}  I don't know the exact number but I 1608 

would guess that there are three or four that are doing it, 1609 

but a lot more are starting to flag it as a very viable way 1610 

to go. 1611 

 Mr. {Green.}  And you mention in your testimony the 1612 

technology developed largely along reducing the steam-to-oil 1613 

ratio in the in situ operations.  Is that also a process that 1614 

is being more expanded? 1615 

 Mr. {McCaffrey.}  Yes.  The industry is very, very 1616 

focused on reducing the steam-to-oil ratio and seeing great 1617 

successes.  And every quarter that goes by you see 1618 

improvements.  There are other companies besides ourselves 1619 
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that are just putting great effort in as well. 1620 

 Mr. {Green.}  Is that natural gas produced somewhere 1621 

close to the sites? 1622 

 Mr. {McCaffrey.}  Typically, it is in Alberta.  It is 1623 

quite often very close to the sites. 1624 

 Mr. {Green.}  Okay.  So we don't have to worry about 1625 

pipelines to bring that natural gas to your well sites? 1626 

 Mr. {McCaffrey.}  No, there is significant 1627 

infrastructure in Alberta already. 1628 

 Mr. {Green.}  I know the issue is fresh water, even in 1629 

Alberta but, you know, in Texas obviously hydrofracking has 1630 

been very successful but it takes a tremendous amount of 1631 

water.  What happens to the water?  Is most of it recycled? 1632 

 Mr. {McCaffrey.}  Yes, we recycle about 90 percent of 1633 

it.  And the water we originally use is non-potable so it is 1634 

saltier water and it is from deep aquifers.  We do not use 1635 

any surface water, no rivers, no lakes in our operations. 1636 

 Mr. {Green.}  And what happens to that 10 percent-- 1637 

 Mr. {McCaffrey.}  And I am referring to most of the 1638 

operations in the south.  Towards the north where it 1639 

outcrops, they do need to use the Athabasca River. 1640 

 Mr. {Green.}  Okay.  Also, Mr. McCaffrey, in 2010 Big K 1641 

Energy Corp contribution and Greenhouse Power offset 238,000 1642 

tons of GHG production.  Was that based on the In Situ Oil 1643 
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Sands Alliance or where did that number come from? 1644 

 Mr. {McCaffrey.}  That comes from our own operations and 1645 

we are planning to put in more cogeneration because of the 1646 

benefits we see on our future phases right now. 1647 

 Mr. {Green.}  Okay.  Mr. Smith, Ms. Massimo writes in 1648 

her testimony the government of Alberta actually allows the 1649 

industry to self-report in this system where there is no 1650 

independent third party regulating.  Is that true? 1651 

 Mr. {Smith.}  The Energy Resources Conservation Board is 1652 

an independent regulator.  In fact, you can go to a website 1653 

today with the Department of Environment and see active air 1654 

quality life on a real-time basis.  The maximum flow from the 1655 

Athabasca River that the oil sands companies can extract in 1656 

its development does not exceed 4 percent.  So there is 1657 

extensive water conservation, water management, and it is 1658 

independently regulated at this point through rules and 1659 

permits. 1660 

 Mr. {Green.}  I was wondering because our gas wells that 1661 

we hydrofrack, obviously OSHA has access to those sites and 1662 

EPA has those on the U.S. side, so I assume Alberta has some 1663 

of the same government oversight regulations.  You can send 1664 

an inspector out and verify whatever self-reporting is being 1665 

done? 1666 

 Mr. {Smith.}  Absolutely. 1667 
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 Mr. {Green.}  To verify that number.   1668 

 Mr. Dyer, in your testimony, based on approved water 1669 

licenses and current proposed projects where they draw 15 1670 

percent of the Athabasca River flow during the lowest period 1671 

introducing fish habitat, if the producers are going to move 1672 

to in situ production in order to reach the resource, if it 1673 

is doing so, they are not going to use fresh water instead of 1674 

using recycled water is the testimony.  In your statement, 1675 

what was your basis for, ``based on approved water license, 1676 

the 15 percent of the river's water flow?'' 1677 

 Mr. {Dyer.}  A basic problem with your statement there, 1678 

companies are not moving to in situ oil sands development.  1679 

Oil sands mining is expanding and it is going to trickle.  It 1680 

is just in situ development is actually expanding at a fast 1681 

rate.  So we are still going to see three times the impact on 1682 

the Athabasca River from mines.  It is just because more in 1683 

situ-- 1684 

 Mr. {Green.}  Okay.  Well, you are talking about the 1685 

strip mining? 1686 

 Mr. {Dyer.}  Yes, that is correct. 1687 

 Mr. {Green.}  Okay, but-- 1688 

 Mr. {Whitfield.}  Gentleman-- 1689 

 Mr. {Green.}  --Mr. Chairman, I understand that 80 1690 

percent of the production is going to come from in situ and 1691 
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only 20 percent from the strip mining is my understanding. 1692 

 Mr. {Dyer.}  Yeah, that is correct-- 1693 

 Mr. {Green.}  Okay. 1694 

 Mr. {Dyer.}  --but we have only produced 3 percent of 1695 

the bitumen so far so there will be lots more cumulative 1696 

effects for both mines-- 1697 

 Mr. {Whitfield.}  At this time I will recognize the 1698 

gentleman from California, Mr. Bilbray, for 5 minutes. 1699 

 Mr. {Bilbray.}  Thank you, Mr. Chairman. 1700 

 First of all, I guess I need to clarify some items that 1701 

the representative from Greenpeace was able to bring up.  1702 

Your concerns about oil or natural gas, how about does 1703 

Greenpeace support corn ethanol and the use of corn ethanol 1704 

in the mandates? 1705 

 Ms. {Laboucan-Massimo.}  I can't comment on that right 1706 

now. 1707 

 Mr. {Bilbray.}  Okay.  How about the expanded use of 1708 

algae production for the-- 1709 

 Ms. {Laboucan-Massimo.}  That is also not my study of 1710 

expertise. 1711 

 Mr. {Bilbray.}  No alternative fuels.  Okay.  1712 

 Mr. Smith, I have some real questions.  As somebody who 1713 

has been involved in the environmental movement in one way or 1714 

the other since 1970, I am just trying to think of a country 1715 
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anywhere in the Western Hemisphere that is at least 1716 

historically been perceived as environmentally sensitive.  I 1717 

cannot think of a country that at least the public perceives 1718 

as environmentally sensitive than Canada.  In fact, I 1719 

remember operation Canadian Bacon was the way we were going 1720 

to attack you guys was we were going to throw trash into your 1721 

parks. 1722 

 Mr. {Smith.}  I think, Mr. Bilbray, we also said we walk 1723 

amongst you undetected. 1724 

 Mr. {Bilbray.}  And we worry about that.  Has Canada 1725 

made such a huge shift from its history of being the 1726 

environmental leader of the Western Hemisphere, leader in 1727 

everything from, you know, renewable resources to greenhouse 1728 

gas control?  How can I sit here and believe that Canada has 1729 

totally abandoned its standard of environmental protection 1730 

that has historically been there and taking a walk on this 1731 

issue?  Has Canada been taken over by some evil foreign force 1732 

and forced you guys to have to trash the environment? 1733 

 Mr. {Smith.}  Well, Honorable Member, Canada and 1734 

resource-producing provinces of which there are now six have 1735 

responsible permitting, they pay attention to changing 1736 

environmental conditions, to they pay attention to that 1737 

triple bottom line of environment, social values, and 1738 

corporate profit.  We have been able to weather a serious, 1739 
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serious recession because we do produce a great abundance of 1740 

natural resources and natural minerals and products.  We 1741 

continue to clean up oceans and fisheries and ponds--the 1742 

Sydney Tar Ponds, for example.  We have environmental records 1743 

of excellence.  I think that as we grow, we are going to 1744 

continue to get better and better about defining surface 1745 

reclamation.  1746 

 One of the issues is that we are transparent.  We are 1747 

not afraid to put our record out front, have the discussion, 1748 

have the debate, and where we can find need for change, we 1749 

implement change.  And it not that anything has remained 1750 

static, neither the development of the resource, nor the 1751 

regulations that surround it.  So it is an ongoing process.  1752 

There is dynamic tension.  We still import in excess of 1753 

700,000 barrels a year on our east coast a day.  And I 1754 

believe that we can replace that with oil sands crude.  Once 1755 

we do that, that oil sands crude will then go into eastern 1756 

markets in Canada and we will also find a gateway to foreign 1757 

shipping.  In fact--and I thank the U.S., for Congress to 1758 

give that permission to build that pipeline from Cushing to 1759 

the Texas Gulf Coast because that is going to increase the 1760 

abilities for your refineries to use Canadian crude and not 1761 

crude from hostile jurisdictions that really want to take the 1762 

money they gain from selling oil to you and use it against 1763 
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your interests. 1764 

 Mr. {Bilbray.}  Now, I remember we were negotiating with 1765 

Mexico about an oil line back in the '70s and the '80s and 1766 

there were those that stood in the way.  That oil now, 1767 

instead of being transported through a pipeline, is being 1768 

transported through trucks and tankers.  And actually, a lot 1769 

of those tankers are going into Houston as we speak.  My 1770 

question though is you have pointed out--who is Canada's 1771 

number one trading partner in the world? 1772 

 Mr. {Smith.}  You are. 1773 

 Mr. {Bilbray.}  Who is America's number one trading 1774 

partner in the world? 1775 

 Mr. {Smith.}  We are. 1776 

 Mr. {Bilbray.}  So we are sort of tied together here 1777 

from that aspect of it.  My question though is it appears to 1778 

me when I look at the Keystone pipeline that the problem with 1779 

the Administration is not the EPA, is not the water quality 1780 

control people.  There is no controversy on that side.  It 1781 

comes down to a 5-foot artificial barrier called the 1782 

international border between Canada and the United States and 1783 

that the issue is not issuing the permit for you to bring a 1784 

pipe up to your side of the border and for us to bring a pipe 1785 

up to our side of the border.  That is what is being held up 1786 

here.  So my question is, is it true to say that this issue 1787 
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really is not about the environmental impact in the United 1788 

States, not the environmental impact on our water or 1789 

resources in the United States, but more an issue about the 1790 

United States trying to impose a regulation onto Canada and 1791 

hold Canada to change its environmental policies and that the 1792 

State Department--not the EPA--will not allow you to connect 1793 

to a pipeline on our side unless you change something on your 1794 

side of the border? 1795 

 Mr. {Smith.}  We are continuing to provide a safe, 1796 

secure, reliable, geopolitical, sensible stream of product to 1797 

a nation that needs the product desperately. 1798 

 Mr. {Bilbray.}  Thank you. 1799 

 Mr. {Whitfield.}  The gentleman's time is expired. 1800 

 At this time, I recognize the gentleman from Texas, Mr. 1801 

Olson, for 5 minutes. 1802 

 Mr. {Olson.}  I thank the chair and welcome the 1803 

witnesses.  I am sorry you are here today because of 1804 

election-year politics.  It was clear that something changed 1805 

this past fall with the President's handling of the Keystone 1806 

XL pipeline.  The Department of State wanted the pipeline.  1807 

The labor unions wanted the pipeline.  The environmental 1808 

activists didn't want the pipeline.  The President ruled and 1809 

deferred the decision because of the elections coming up this 1810 

November.  But one thing we have learned since that time is 1811 
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the Keystone XL pipeline is safe.  Why else would the 1812 

Administration approve the first portion of it being built 1813 

from my home State of Texas up to Cushing, Oklahoma, unless 1814 

it was designed to be safe?  Why would they do that?  And the 1815 

President still has an opportunity to do what is right for 1816 

the economy, approve the full Keystone XL pipeline now.  1817 

Unfortunately, he is still being misled by the environmental 1818 

activists and the Hollywood elites. 1819 

 The Keystone pipeline, not the XL pipeline, but the 1820 

Keystone pipeline already brings Canadian oil sands crude 1821 

across the border, across that aquifer in Nebraska and to 1822 

Wood River in Patoka, Illinois.  The exact same oil is 1823 

flowing through the pipeline right now across the border to 1824 

the United States.  The protesters that surrounded the White 1825 

House are waging a new war against Canada's oil sands.  It 1826 

has happened already.  And as we have heard from the 1827 

witnesses today, Canada's oil sands present an incredible 1828 

opportunity for American energy security.  Coupled with White 1829 

House Press Secretary Carney's admissions that we have 1830 

``world-class, state-of-the-art refineries on the Gulf 1831 

Coast,'' we can ensure Americans have access to affordable 1832 

energy for our children and our grandchildren.  1833 

 My first question is for you, Mr. Smith.  Some claim 1834 

that the Keystone XL pipeline is designed to ship oil from 1835 
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Canada through the United States to our ``world-class, state-1836 

of-the-art refineries on the Gulf Coast'' and out to Asia.  1837 

But if you simply look at a globe you would see that Canada's 1838 

west coast is much closer to Shanghai than it is to Houston.  1839 

And on the same globe you might find a pipeline connecting 1840 

Alberta to the Gulf of Mexico is a lot longer than a pipeline 1841 

connecting Alberta to the Pacific.  Why is the Keystone XL 1842 

pipeline being proposed? 1843 

 Mr. {Smith.}  Well, Honorable Member, I was here when 1844 

Keystone I was approved and had its presidential permit.  Oil 1845 

sands crude has been reaching markets in the United States 1846 

since the 1980s.  It continues to grow.  Production continues 1847 

to grow.  It creates opportunities, it creates jobs on both 1848 

sides of that border, and I believe that ultimately we can 1849 

have a North American answer to energy security and 1850 

independence with reasonably priced energy prices that will 1851 

stimulate economic recovery in both countries. 1852 

 Mr. {Olson.}  How does building a pipeline through the 1853 

U.S. an efficient means of accessing Asian markets? 1854 

 Mr. {Smith.}  Each time you touch a barrel of oil, it 1855 

becomes worth more money and thereby more expensive.  So if 1856 

there is a market closer, that is where the shippers go.  1857 

That is where the producers would like to provide that 1858 

produce.  So it is a reach to think that you would move into 1859 
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a big ship that has a proclivity for a spill and it is also 1860 

very expensive.  So I would be very surprised, particularly 1861 

in light of refinery closures on the northeastern side of the 1862 

United States that oil reaching the Texas refinery complex 1863 

would go anywhere else but the United States of America. 1864 

 Mr. {Olson.}  Yes, sir.  Thanks for that.   1865 

 One more question for you, Mr. Dammer.  We have heard 1866 

from Mr. Smith on how Alberta achieved basically energy 1867 

independence and the positive effects that oil sands have had 1868 

on their economy.  And I saw a very similar thing in my home 1869 

State of Texas about 3 weeks ago with the Eagle Ford Shale 1870 

Play.  A little different source of energy, it is true oil 1871 

and true natural gas, but the exact same thing is happening 1872 

in many cities across Southeast Texas.  In very 1873 

underprivileged cities, underprivileged counties, one example 1874 

in Dimmit County the sales tax revenue has gone up 300 1875 

percent, the property tax revenue has gone up 400 percent 1876 

making a real difference in the quality of lives of those 1877 

people in my home State. 1878 

 And I mean if the United States had the same attitude 1879 

toward oil shale, do we think we could have similar results 1880 

across the country, not just what you experienced in Alberta 1881 

and what we are experiencing in Texas? 1882 

 Mr. {Dammer.}  Yes.  Absolutely.  As I said in my 1883 
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testimony, there are over 30 companies working on oil shale 1884 

R&D here in the United States, and many of them have shown a 1885 

lot of promise.  Shell is working in situ; Chevron, Exxon, 1886 

some of the larger companies are spending billions of dollars 1887 

in trying to release the huge reserves that are locked in the 1888 

Permian Basin.  I think the problem we have here in the 1889 

United States is we have no national program similar to the 1890 

one that they put together in Alberta that directs the types 1891 

of research and development toward these resources.  We throw 1892 

programmatic EIS at it, we do oil shale regs and then we 1893 

revoke the oil shale regs and then we do another programmatic 1894 

EIS.  And that is why I brought up the fact that we have on 1895 

the books a law, Section 369(i), that calls for a national 1896 

program to develop these resources.  And I think if we 1897 

followed the presets of that law, we would safely and 1898 

comprehensively start to develop those resources. 1899 

 The reason why Shell is having so many problems in 1900 

Colorado is they have no assurance that they will ever get 1901 

out on the federal land.   1902 

 Mr. {Olson.}  I am over my time, Mr. Chairman, but I 1903 

want to thank our witnesses from Canada.  As a former 1904 

military veteran, thank you for standing beside us in the War 1905 

Against Terror.  I know over 200 of your brave men have given 1906 

their lives beside us in Afghanistan.  I really appreciate 1907 
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that.  We will stand beside you.  I yield back. 1908 

 Mr. {Whitfield.}  At this time I recognize the gentleman 1909 

from New York, Mr. Engel, for 5 minutes. 1910 

 Mr. {Engel.}  Thank you very much, Mr. Chairman. 1911 

 I really have an open mind about this.  I believe very 1912 

strongly that the United States can never be totally free in 1913 

our foreign policy and such similar matters unless we wean 1914 

ourselves off of oil that we get from unfriendly nations, and 1915 

I think that Canada certainly is the friendliest nation.  So 1916 

I think that there is potential there, but I am concerned 1917 

about the environmental difficulties.  So I have just a 1918 

couple of questions. 1919 

 Canadian tar sands obviously aren't regular oil.  They 1920 

are highly corrosive and very carbon-intensive.  And 1921 

obviously as lawmakers we have to evaluate the immediate 1922 

health and environmental consequences of tar sands 1923 

production, weigh our obligations to leave full functioning 1924 

ecosystems for future generations and consider our 1925 

responsibility in terms of adding greenhouse gas emissions to 1926 

our planet.  I take those responsibilities very seriously, 1927 

and obviously, everything is a balance. 1928 

 In January 2012, Canada became the first nation to 1929 

withdraw from the Kyoto Protocol.  Now, we have never joined 1930 

it so in a way people that live in glass houses shouldn't 1931 
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throw stones.  But when Canada withdraws from it, I wonder 1932 

why.  It makes me suspicious.  Every oil sands developer 1933 

claims they can clean up the bitumen production with better 1934 

technology, but from what I have seen--and please correct me 1935 

if I am wrong--this technology doesn't yet exist, and the 1936 

hard truth is from what I can see, the energy industry hasn't 1937 

been really investing much in innovation.   1938 

 And I say this because according to Forbes, big energy 1939 

companies devote barely 0.3 percent of their sales to 1940 

research and development and many have ended their R&D 1941 

programs.  And if the technology worked really well, it would 1942 

use less energy and steam over time to produce more bitumen.  1943 

But exactly the opposite has happened.  In the late 1980s, 1944 

2.38 barrels of steam was considered to produce a barrel of 1945 

in situ bitumen and in 2010 the steam industry average 1946 

increased to 3.3 barrels.  So that is a 50 percent decline in 1947 

efficiency over a 20-year period.  So I don't know.  You look 1948 

at the energy companies, they profit from commodity price 1949 

increases, not ingenuity.  So it is almost a disincentive for 1950 

them to come up with these things.  So I am concerned about 1951 

development without proper fiscal, political, and 1952 

environmental safeguards, and I would be happy if anyone 1953 

would want to comment on what I have just said, either people 1954 

from the industry or others as well.  Mr. McCaffrey? 1955 
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 Mr. {McCaffrey.}  Sure, I would happy to. 1956 

 Just speaking from our own company's perspective, our 1957 

numbers are we design our plant for steam-oil ration of 2.8, 1958 

which are the numbers you are referring to.  We are currently 1959 

at a 2.4.  We are targeting to get down to 2.  We have got 1960 

technology that we think can be implemented now and that we 1961 

are working on getting implemented to drive us in that 1962 

direction.  And some of the other companies in the area are 1963 

also moving in that direction and they are being successful 1964 

at it.  So the technology that may have changed over time 1965 

would have been cyclic steam technology is now steam-assisted 1966 

gravity drainage, and that is a far more efficient process.  1967 

And directionally, we are seeing good gains in that area. 1968 

 Mr. {Engel.}  Mr. Dyer, didn't you in your testimony say 1969 

that the tar sands are not getting cleaner and that 1970 

technology is expensive and therefore that is the reason?  1971 

Would you disagree with what-- 1972 

 Mr. {Dyer.}  Yeah, that is correct.  There have been 1973 

improvements since 1990, as I mentioned, but in the past 6 1974 

years we are starting to see declining intensity.  I think, 1975 

you know, if the industry is confident that improvements will 1976 

still happen and we have innovation there, I think you would 1977 

see them embracing the ability to demonstrate that through 1978 

regulation and through low carbon fuel standards that would 1979 
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enable low carbon fuels to compete. 1980 

 Mr. {Engel.}  Let me ask you this question.  And anyone 1981 

who wants to answer it may.  What happens if these pipelines 1982 

are not built?  Will Canada continue to produce tar sands oil 1983 

for the U.S. and Canada?  Will it run out of customers before 1984 

it runs out of product?  What happens if this is not built?  1985 

Mr. Smith? 1986 

 Mr. {Smith.}  Thank you, Honorable Member.  Yes, we will 1987 

continue to increase production in this process.  They will 1988 

find alternate markets.  Oil is a fungible commodity, which 1989 

means it can be exchanged around the world on a computer 1990 

transaction or a moment's notice, and I believe that more and 1991 

more of that will happen.  They will find outlets for direct 1992 

shipment either to the east coast or through--there is a 1993 

pipeline, the Kinder Morgan Trans Mountain pipeline that was 1994 

built by Becton back in the '50s.  That line has a corridor 1995 

and can be doubled in size without great difficulty.  That 1996 

takes care of 400,000 barrels.  500,000 barrels can go to 1997 

eastern Canada to replace foreign import that we import.  So 1998 

we can find a market for a million plus barrels. 1999 

 It is also important to mention that we have received 2000 

tens of billions of dollars of investment from sovereign-2001 

owned companies from around the world, including China, 2002 

Korea, and the Middle East.  So in fact they are realizing 2003 
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that we have a fungible commodity. 2004 

 I just also want to talk to you briefly--and Dr. Isaacs 2005 

may want to supplement.  We have a fund in Alberta that has 2006 

contributed over $230 million simply in the last 3 or 4 years 2007 

to better improving technologies for greenhouse gas 2008 

reduction, energy efficiencies, and better practices in the 2009 

oil sands.  Our surface disturbance in the oil sands today is 2010 

about the size of the city of Tampa.  The size of the oil 2011 

sands deposit is about the size of the State of Florida and 2012 

we will be reclaiming that.  And I am not sure that Tampa 2013 

will ever get reclaimed.  So we have a mine plan that goes 2014 

forward every time and they have to provide reclamation 2015 

programs to get things back equal to or better than--which is 2016 

the watch word of the Department of Environment. 2017 

 Mr. {Engel.}  Thank you. 2018 

 Mr. {Whitfield.}  The gentleman's time is expired. 2019 

 At this time, I recognize the gentleman from Virginia, 2020 

Mr. Griffith, for 5 minutes. 2021 

 Mr. {Griffith.}  Thank you, Mr. Chairman. 2022 

 I guess I am somewhat curious.  If the oil sands are 2023 

going to be used anyway even if we don't build the pipeline, 2024 

then I guess I am kind of curious as to why all the 2025 

opposition to the pipeline, and I am wondering if any of you 2026 

all can--start with Dr. Isaacs.  Can you give me some 2027 
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explanation as to why, if the oil sands are still going to be 2028 

used, why someone would oppose this pipeline coming into the 2029 

United States?  From a U.S. perspective--I know you all are 2030 

mostly Canadians but can you all understand that? 2031 

 Mr. {Isaacs.}  No, I can't understand that. 2032 

 Mr. {Griffith.}  Can you understand that, Mr. Dammer? 2033 

 Mr. {Dammer.}  No, I don't understand that at all. 2034 

 Mr. {Griffith.}  Doctor? 2035 

 Mr. {Nenniger.}  I am sensitive to some of the issues 2036 

but I am not sure that is the right way if, you know, you are 2037 

concerned about carbon emissions that really is effective. 2038 

 Mr. {Griffith.}  All right.  Mr. McCaffrey? 2039 

 Mr. {McCaffrey.}  No, I don't understand it. 2040 

 Mr. {Griffith.}  Mr. Smith? 2041 

 Mr. {Smith.}  We are already shipping 1.7 million 2042 

barrels south and also if I were receiving oil, I would want 2043 

it in the safest way possible in the newest infrastructure 2044 

possible. 2045 

 Mr. {Griffith.}  Let me touch on that in a minute, Mr. 2046 

Smith.  I have heard previous testimony about shipping it the 2047 

way that we are shipping it now in the United States, we 2048 

actually have a bigger carbon footprint than if we build the 2049 

pipeline.  Is that accurate? 2050 

 Mr. {Smith.}  Well, if you bring it in by tanker load, 2051 
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when you go quantity to quantity, the increased amount of 2052 

emissions from tanker traffic than by pipeline. 2053 

 Mr. {Griffith.}  All right.  And you talked about safety 2054 

as well.  Is there more likelihood of accidents if you are 2055 

doing the tankers? 2056 

 Mr. {Smith.}  Well, it is your safety program, Honorable 2057 

Member, and it will be a pipeline built by Americans, 2058 

supervised by Americans and made safe by Americans.  That 2059 

includes union and nonunion labor. 2060 

 Mr. {Griffith.}  All right.  I appreciate that. 2061 

 Let me ask you as well, Mr. Smith.  You know, we always 2062 

hear that the U.S. possesses only 2 percent of the world's 2063 

proven oil reserves.  Now, we know that that is because 2064 

proven reserve estimates only account for oil fields that are 2065 

currently being produced.  However, not long ago Canada had a 2066 

similar proven reserve figure to ours.  Did your government 2067 

accept that Canada's proven reserves in 1994 should mean that 2068 

there should be no new oil exploration? 2069 

 Mr. {Smith.}  No, it did not.  What it meant was that we 2070 

had to find a way to publicly quantify and qualify these 2071 

reserves.  The oil sands reserves are based on public record 2072 

of 56,000 wells and 6,000 cores.  Drilling records and core 2073 

samples remain intact today and they can be viewed by anybody 2074 

from this community.  And I believe that much of the 2075 
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criticism that we get from the oil sands is our own fault 2076 

because we are too transparent, we might be too apologetic, 2077 

we might be too Canadian. 2078 

 Mr. {Griffith.}  Well, I am not sure I would go there, 2079 

especially as an American.  I don't want to accuse you of 2080 

being too Canadian.  But, you know, does this not say to us 2081 

that the United States can learn that if we go out there and 2082 

we look for new ways to discover new ways to use what we have 2083 

in our country that we can in fact discover new ways to use 2084 

what we have and come up with a greater percent than the 2 2085 

percent that we always hear bandied about in the press when 2086 

the President tries to give us math lessons? 2087 

 Mr. {Smith.}  One of the great things that Canada and 2088 

the U.S. share is technology development, innovation, and 2089 

germination and pollination between companies.  And whether 2090 

it is horizontal drilling, measurement while drilling, 2091 

hydraulic fracking, production of gas from shales, production 2092 

of liquids from shales, production of oil from shales, these 2093 

technologies are shared across the border.  The 49th Parallel 2094 

doesn't mean much when you are moving technology throughout.  2095 

And I think that the Bakken Field in North Dakota is a very 2096 

good example of that. 2097 

 Mr. {Griffith.}  So you would generally agree with me 2098 

that we probably have greater than 2 percent if only we would 2099 
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use our resources, is that correct?  2100 

 Mr. {Smith.}  Yes. 2101 

 Mr. {Griffith.}  Yes.  Dr. Isaacs, your testimony states 2102 

that only the U.S. and Canada are the only developed 2103 

countries that can dramatically increase oil production.  2104 

There are other parts of the world that are producing large 2105 

amounts of oil and will experience some growth, but are any 2106 

of the other countries in the world that are expanding their 2107 

growth, are they committed to producing oil with comparable 2108 

environmental sensitivities to that of the United States and 2109 

Canada? 2110 

 Mr. {Isaacs.}  I don't believe they are. 2111 

 Mr. {Griffith.}  And so would I be correct in believing 2112 

that by not allowing the United States and Canada to expand 2113 

our use of our natural resources, we may in fact be creating 2114 

a greater problem worldwide with pollution than if we are 2115 

allowed to use with our sensitivities to the environment are 2116 

allowed to use our natural resources?  Is that true? 2117 

 Mr. {Isaacs.}  I think it is very possible, yes. 2118 

 Mr. {Griffith.}  I appreciate it and I yield back my 2119 

time, Mr. Chairman. 2120 

 Mr. {Whitfield.}  At this time I recognize the gentleman 2121 

from Louisiana, Mr. Scalise, for 5 minutes. 2122 

 Mr. {Scalise.}  Thank you, Mr. Chairman, and thanks for 2123 
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having this hearing on the American Energy Initiative.  I 2124 

know this has been a series of hearings that we have had on 2125 

this in addition to the legislation that you have brought 2126 

forward through this committee to help our country become 2127 

more energy independent.  And at the end of the day when we 2128 

look at the skyrocketing price of gasoline and projects are 2129 

it is only going to go higher, I think most people recognize 2130 

that supply does have a factor in price.  You can't ignore 2131 

that basic fact of economics.  And we have done a lot of 2132 

things in this committee not only to increase the supply in 2133 

America, to open up more areas that are currently closed, but 2134 

also to create what would be hundreds of thousands of new 2135 

American jobs that would go along with it.  And of course 2136 

here with the Keystone XL pipeline proposal, I know we have 2137 

seen projections that on the low end there would be 20,000 2138 

new jobs created, over $5 billion of private investment that 2139 

would be brought in, not this federal stimulus program of 2140 

spending money we don't have but actual private investment to 2141 

build this pipeline.   2142 

 Mr. Smith, if you can address the jobs issue because 2143 

there have been some that have criticized that not enough 2144 

jobs have been created or that the 20,000 number is not 2145 

accurate--I have heard it is even higher but there are some 2146 

suggesting it is lower as if only a few thousands new jobs is 2147 
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a bad thing, they oppose that.  If you can address the jobs 2148 

issue on what the estimates are that Keystone would create in 2149 

America, the United States. 2150 

 Mr. {Smith.}  Well, what we do know is that economic 2151 

recovery is always based on reasonable energy prices or 2152 

energy prices that are more competitive than the balance of 2153 

world markets.  To construct that pipeline, it is my 2154 

understanding that it is a shovel-ready project, requires no 2155 

taxpayers' dollars, and the number of direct and indirect 2156 

jobs have been wildly debated.  And I believe that the number 2157 

of 20,000 immediate jobs in a country with 8.3 percent 2158 

unemployment would be significant. 2159 

 Mr. {Scalise.}  20,000 immediate jobs.  And in the long-2160 

term, what estimates do you have there? 2161 

 Mr. {Smith.}  I think the long-term is probably more 2162 

difficult to calculate because as you move into economic 2163 

recovery with reasonable and secure energy prices, you do 2164 

ramp up over all economic activity.  So I have heard in the 2165 

range of 50,000 indirect. 2166 

 Mr. {Scalise.}  Great.  And, you know, of course some, 2167 

including the President are suggesting they need more time 2168 

for environmental concerns and all of that.  And of course 2169 

one of the facts that they leave out is that even if the 2170 

President were to approve Keystone, which, you know, has been 2171 
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on his desk for over 3 years and there have been 2172 

environmental studies that have suggested it would be a 2173 

positive thing to do, each State would have to permit it, 2174 

even Nebraska where, you know, there has been a lot of 2175 

attention given to Nebraska's route.  The State of Nebraska 2176 

would still have to issue a permit before the pipeline could 2177 

be built even if the President said yes, which of course the 2178 

President has not.  Is that correct? 2179 

 Mr. {Smith.}  That is my understanding. 2180 

 Mr. {Scalise.}  Yeah.  And so, you know, as the 2181 

President tries to say he is for an all-of-the-above energy 2182 

strategy, you are not for all-of-the-above if you say no to 2183 

Keystone and so many other things that we have seen him say 2184 

no to. 2185 

 There is one final question as a follow-up to my 2186 

colleague from Virginia asked on this 2 percent--because I 2187 

know the President said this; others have suggested that in 2188 

America there is this finite 2 percent amount of all the 2189 

world's known reserves.  And of course in Canada they were 2190 

using similar numbers even going back to 1994 numbers before 2191 

of course some of the new technologies came out.  And as many 2192 

know, you know, that known number of reserves only counts 2193 

where there is actual production.  If you are shutting an 2194 

area off to exploration, there could be a vast amount of 2195 
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reserves that are there; we just don't know about them 2196 

because the Federal Government won't let them go there.  How 2197 

did you all address that in Canada when you had a similar 2198 

kind of smaller number of known reserves before the new 2199 

technologies were allowed to advance? 2200 

 Mr. {Smith.}  Well, Honorable Member, that is an 2201 

important distinction.  The resources are managed by each 2202 

individual province/state if you will.  They have an 2203 

independent jurisdiction and the federal government is 2204 

basically forbidden by the constitution to interfere in the 2205 

orderly development of those resources or the trade and 2206 

commerce of the provinces with those resources.  So my direct 2207 

experience was transparent records, environmental 2208 

surveillance, a keen and strict regulatory process, and an 2209 

ability to communicate that throughout the jurisdiction.  2210 

Even with this great amount of debate, continually polls 2211 

across Canada support the orderly development of the oil 2212 

sands. 2213 

 Mr. {Scalise.}  Well, thanks.  And then the final 2214 

question, Mr. McCaffrey, if you look at Canada's oil field 2215 

discovery, it increased their proven reserves by an order of 2216 

magnitude of multiple times over.  Can you kind of give your 2217 

commentary on how this was accomplished? 2218 

 Mr. {McCaffrey.}  I think it is through the advancement 2219 
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of technology.  We continue to see incredible improvements in 2220 

terms of the recovery factors and being able to demonstrate 2221 

those recovery factors.  And I think it really echoes the 2222 

point of the sheer size of that resource that is commercially 2223 

recoverable.  And we have a large number of customers from 2224 

the U.S. right now on the Gulf Coast that are very interested 2225 

in connecting with the supply.  So as this supply has come 2226 

on, as it continues to improve in efficiencies, there is a 2227 

vast majority of the refineries on the Gulf Coast that have 2228 

come up on a regular basis saying we need the crude; we have 2229 

got to get the crude.  And that is the only thing is the 2230 

pipeline that is preventing the customer from getting the 2231 

supply it needs. 2232 

 Mr. {Scalise.}  Well, thank you all for coming and 2233 

thanks, Mr. Chairman.  I yield back the balance of my time. 2234 

 Mr. {Whitfield.}  Thank you, Mr. Scalise.  And I want to 2235 

thank those members of the panel for being here today.  We 2236 

appreciate your testimony very much.  And I do think that 2237 

this hearing brought to a clear focus the different policies 2238 

in Canada and in the U.S., and because of Canada's policies 2239 

they have gone from a net importer to a net exporter.  And we 2240 

recognize that there are many groups that sincerely do want 2241 

to stop the exploration, production, and use of fossil fuels, 2242 

but the reality is for our transportation needs we don't have 2243 
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any alternative right now.  So this hearing has really been 2244 

helpful and we appreciate your expert testimony.   2245 

 And with that I will adjourn this hearing and we will 2246 

keep the record open for 10 days for any materials that need 2247 

to be admitted.  Thank you. 2248 

 [Whereupon, at 12:13 p.m., the Subcommittee was 2249 

adjourned.] 2250 




