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Enbridge Northern Gateway Pipelines: A Dead-End Investment
Introduction
Enbridge has been in the controversial spotlight over the last couple of years. As
the proponent of the Northern Gateway pipeline project to transport tar sands to
a port in Kitimat, British Columbia, where it would be loaded onto oil tankers to
DFFHVV$VLDQPDUNHWVWKHFRPSDQ\KDVIDFHGÀHUFHRSSRVLWLRQ&RQWURYHUV\LQFUHDVHGZKHQIHGHUDO0LQLVWHU-RH2OLYHUFDOOHGWKRVHDJDLQVW(QEULGJH·VSURSRVDO
“radicals” the day before the federal Joint Review Panel hearings began on January 10th, 20121. The open letter helped nationalize the issue and create awareness of the controversial proposal across the country.
When the US National Transportation Safety Board released its report on how Enbridge mishandled their Kalamazoo spill in July 2012, opposition to the proposed
SURMHFWRQO\LQFUHDVHGLQ%ULWLVK&ROXPELD7KHSURYLQFLDO1'3RIÀFLDOO\RSSRVHV
WKHSURMHFWDQGWKH%&/LEHUDOVKDYHODLGRXWÀYHFRQGLWLRQVIRUVXSSRUWLQFOXGLQJ
revenue sharing and better safety standards. An election will occur in BC in May
2013, approximately six months prior to when the Joint Review Panel releases its
recommendations.
Given that Northern Gateway would introduce 225 to over 400 oil tankers a year
WR%&·VQRUWKHUQLQVLGHFRDVWDOZDWHUVIRUH[SRUW&RDVWDO)LUVW1DWLRQVGHFODUHGD
tanker ban in 2010. The proposed route is known for its storms, high waves and
rocky shores. Currently no oil tankers ply these waters.
2YHU)LUVW1DWLRQVKDYHVLJQHGWKH´6DYHWKH)UDVHU'HFODUDWLRQµWKDWEDQV
WDUVDQGVIURPEHLQJWUDQVSRUWHGRYHUWKH)UDVHU5LYHUZDWHUVKHG1RUWKHUQ*DWHZD\·VSURMHFWZRXOGFURVVQHDUO\ULYHUVDQGVWUHDPVLQFOXGLQJWKHVDOPRQ
EHDULQJZDWHUVKHGVRIWKH)UDVHUDQG6NHHQD
2SSRVLWLRQWR1RUWKHUQ*DWHZD\LQFOXGHV0XQLFLSDOLWLHVFKXUFKHVWHDFKHUV)LUVW
1DWLRQVÀVKHUVDQG&RQVHUYDWLYHYRWHUV7KHODUJHVWÀQDQFLDOLQVWLWXWLRQEDVHGLQ
British Columbia, VanCity Credit Union, divested its shares in Enbridge given that
it no longer meets its Corporate Social Responsibility criteria.
Northern Gateway is a high-risk project that is unlikely to ever proceed, given the
political risks and opposition associated with the project. A legal case against the
FRPSDQ\IURPDWOHDVWRQH)LUVW1DWLRQLVJXDUDQWHHG



Energy stock experts
at CIBC World Markets
said Northern Gateway
faces “ever-increasing
political risk” and has
no better than a 50/50
chance of being built
before the end of the
decade.
´,SHUVRQDOO\GRQ·WWKLQN
Northern Gateway will
go through anytime
soon or if it ever will.
7KHUH·VMXVWWRRPXFK
politics in the soup and
there are too many environmental concerns
LQWKHVRXSDQGWKHUH·V
aboriginal rights in the
soup and that makes
for a pretty unsavory
soup”34.
- Roger McKnight, senior
petroleum adviser at Oshawabased En-Pro International Inc.

7KLVEULHÀQJLVDQXSGDWHWRRXUµ(QEULGJH1RUWKHUQ*DWHZD\3LSHOLQHV&RPPXQLW\2SSRVLWLRQDQG,QYHVWment Risk”2. It will highlight some of the increased opposition, plus political and reputational risks associated with
the Northern Gateway proposal. Investors should be questioning the business case for Enbridge continuing to
pursue this dead-end development.


)URP7UDQVFULSWRI
Enbridge AGM 2012


&KLHI1D·0RNV(QEULGJH
Inc. shareholder:

“I can state that the

First Nations Legal Risk
%ULWLVK&ROXPELDLVXQLTXHLQ&DQDGDLQWKDWWKHPDMRULW\RI)LUVW1DWLRQVKDYH
constitutionally-protected Aboriginal Title to their territories, which includes the
right to make decisions as to how their lands and waters are used, in addition
to other Aboriginal rights 3.
6HYHUDO)LUVW1DWLRQVLQFOXGLQJWKH+DLVOD*LWJD·DW*LW[DDOD:HW·VXZHW·HQ 4,
1DGOHK:KXW·HQ1DN·D]GOLDQG7DNOD/DNHKDYHSXEOLFDOO\VWDWHG YLDWKH
Joint Review Panel or in the media) that neither the Crown nor the established
DVVHVVPHQWSURFHVVIRU(QEULGJH·VSURMHFWKDYHDGHTXDWHO\PHWWKHLUGXW\WR
consult and accommodate, or to respected their Aboriginal Rights and Title.
6RPH)LUVW1DWLRQVSDUWLFLSDWLQJLQWKHIHGHUDOUHYLHZSURFHVVIRU1RUWKHUQ
Gateway, including the Gitxaala, have also filed questions around constitutional infringements regarding the project as protected under section 35 of the
&RQVWLWXWLRQ$FW 5.
6HYHUDO)LUVW1DWLRQVKDYHVHQWVLJQDOVWKDWWKH\DUHPRUHWKDQZLOOLQJWRJR
to court over Northern Gateway given the threats to their cultures, livelihoods
and sustenance. As former Vice President of aboriginal and community partQHUVKLSVIRU(QEULGJH1RUWKHUQ*DWHZD\5RJHU+DUULVVWDWHG´(QEULGJHKDV
set themselves up for a legal quagmire a lot worse than they ever considered” 6.

last time we went
to court was for 20
years. It took that
long and we won.
:H·UHDYHU\SDWLHQW
SHRSOH$UH (QEULGJH·V LQYHVWRUV
that patient? So my
question is simply
WKDWZLOO (QEULGJH 
tell the investors
the risks that are
involved, how long
their money would
be tied up? Because
this is only a proposed project, and
we refuse this proposal 35.

”

“The chiefs rejected

the Enbridge agreement on January 17,
after several meetings
and discussion,” Beverley Clifton Percival,
a negotiator with the
Gitxsan Treaty Society,
said in an interview.
“They stepped away
from the agreement.
Enbridge knows that.
We have not had any
contact from Enbridge
since that time and the
FKLHIV·GLUHFWLRQKDV
not changed 36.

”

Opposition

First Nations Traditional Laws
,Q0DUFKWKH&RDVWDO)LUVW1DWLRQVGHFODUHGDQRLOWDQNHUEDQLQWKHLUWUDGLtional territories76LQFHPRUHWKDQ)LUVW1DWLRQVKDYHVLJQHGWKHSave
WKH)UDVHU'HFODUDWLRQ, a formal legal document banning tar sands oil pipelines and
WDUVDQGVRLOWDQNHUVLQWKH)UDVHU5LYHUZDWHUVKHGDUHDRI%ULWLVK&ROXPELDZKLFK
LVLQWKH*DWHZD\·VSDWK. The Yinka Dene Alliance, who have taken the lead on the
GHFODUDWLRQRUJDQL]HGD)UHHGRP7UDLQDFURVVWKHFRXQWU\WRWKH(QEULGJH$QQXDO
General Meeting in Toronto in May 2012. They obtained over 15,000 signatures in
support of their Declaration9.
As Chief Jackie Thomas of Saikuz has said, “we are the unbreakable wall10”.
Despite the opposition, Enbridge has stated that it has received equity agreement
GHDOVZLWKSHUFHQWRI)LUVW1DWLRQVDORQJWKHSURSRVHGURXWH DQGEH\RQG²WKH\
H[WHQGHGWKHERXQGDULHVWRNPVRQHLWKHUVLGHRIWKHSLSHOLQHWRWU\WRVHHNDGGLtional support)11+RZHYHUWKHRQO\WZR%&QDWLRQVZKRKDYHSXEOLFDOO\DQQRXQFHG
their deals faced huge controversies. After Enbridge announced an equity deal with
WKH*LW[VDQ7UHDW\2IÀFH *72 LQ'HFHPEHUWKH*LW[VDQQDWLRQLPPHGLDWHO\
denounced the deal and dismissed those who signed it12. A blockade was set up in
front of the GTO and steps have been made to bring unity in the community with
opposition to Northern Gateway acting as the foundation. When the Metis Nation of
BC announced their equity deal, four members of their executive team immediately
UHVLJQHGDQGWKH%&0HWLV)HGHUDWLRQSXEOLFDOO\GHFODUHGWKHLURSSRVLWLRQWRWKH
project13(QEULGJHUHIXVHVWRGLVFORVHWKHRWKHUVZKLFKKDVOHGWRGRXEWVRI)LUVW
Nations support14.

and Reputational Damage

(QEULGJH·VODUJHVWRLOVSLOOLQWKHKLVWRU\RIWKH860LGZHVWGXPSHGRYHUPLOlion litres into the Kalamazoo River in Michigan on July 25, 2010. To date, they
KDYHVSHQWRYHUPLOOLRQLQFOHDQXSFRVWV,WWRRNQHDUO\WZR\HDUVIRUWKH
river to be re-opened to the public. The U.S. National Transportation Safety
%RDUG 176% UHOHDVHGLWVUHSRUWWKLV-XO\RQ(QEULGJH·VKDQGOLQJRIWKHRLOVSLOO
7KHUHSRUWFRQFOXGHGWKDW(QEULGJHNQHZDERXWGHIHFWVLQLWVOLQHIRUÀYH\HDUV
and neglected to deal with them. The company took over 17 hours to respond
to alarm bells and are quoted as having a “culture of deviance” in the control
room15.
Enbridge reacted to the backlash from the US NTSB report on Kalamazoo with
a $5 million dollar ad campaign in British Columbia and a promise of putting
$500 million more into safety measures for their Northern Gateway pipeline
should it be approved. This type of response from Enbridge only increased opposition, leading to polls that show only 7 per cent “strongly support”16 the proposed project. Vancouver Sun columnist Vaughn Palmer shared his experience
RIVHHLQJWKH(QEULGJHDGVDWWKHPRYLHWKHDWUH´KHUH·VWKHWKLQJWKHDXGLHQFH
booed the pro-pipeline pitch and did so with considerable enthusiasm17”.
Partly due to the Kalamazoo tar sands oil spill in Michigan, Enbridge was
dropped from the Dow Jones Sustainability Index in September 2011. The largHVWÀQDQFLDOLQVWLWXWLRQEDVHGLQ%&9DQ&LW\GHFLGHGWRGLYHVWIURP(QEULGJHLQ
August 2012. Vancity Investment Management said Enbridge no longer met its
criteria for socially responsible investments19. Investors who integrate sustainability considerations into their portfolios should take these into account.

Barbara Yaffe, Vancouver Sun
columnist:
“If Enbridge has not yet got the
message, it needs to be told:
Its proposal to build the Northern Gateway pipeline through
B.C. is dead. The company, in
the best interests of its shareholders, should withdraw its
proposal and go back to the
drawing board”37.

´/HDUQLQJDERXW(QEULGJH·V
poor handling of the rupture,
\RXFDQ·WKHOSEXWWKLQNRI
the Keystone Kops,” DeboUDK+HUVPDQ176%·VFKDLU,
said in her opening remarks
DW7XHVGD\·VKHDULQJ´:K\
GLGQ·WWKH\UHFRJQL]HZKDW
was happening? What took
so long”?

Opposition to the project has led several municipalities to pass resolutions against Enbridge.
Along the proposed route, the communities of
3ULQFH5XSHUW7HUUDFH6PLWKHUV)RUW6W-DPHV
Skeena-Queen Charlotte Regional District, KitimatStikine Regional District, and four communities on
+DLGD*ZDLLKDYHDOOSDVVHGUHVROXWLRQVDJDLQVW
the Northern Gateway proposal. Other BC communities that have done the same include Nelson,
North Saanich, Gabriola and other Gulf Islands.
The Union of BC Municipalities has passed resoluWLRQVLQIDYRXURIDOHJLVODWHGWDQNHUEDQIRU&DQDGD·V
QRUWK3DFLÀFFRDVWDQGRSSRVLQJ(QEULGJH1RUWKHUQ
Gateway. They are voting on a resolution in SeptemEHUDJDLQVWLQFUHDVHVLQRLOWDQNHUWUDIÀFRQWKH
west coast of BC, which is likely to pass.

$UW6WHUULWW([HFXWLYH'LUHFWRURI%&·V&RDVWDO)LUVW1Dtions alliance:
“Enbridge ignores the opposition. And we understand now why
WKH\GRWKH3ULPH0LQLVWHUKDVWROGWKHPKH·VJRLQJWRGHOLYHU
WKLV7KLVJLYHVWKHPWKHFRQÀGHQFHWRNHHSJRLQJµ36.
Likewise, the opposition of British Columbians, which polls
VXJJHVWLVZHOODERYHÀIW\SHUFHQWJLYHV)LUVW1DWLRQVWKHFRQÀGHQFHWRFRQWHPSODWHQRWRQO\ODZVXLWVEXWEORFNDGHV7KH
SURYLQFHZKLFKLVDVWHZDUGRIWKHZRUOG·VORQJHVWFRDVWOLQH
and its largest temperate rainforest, is not likely to yield without
DÀJKW39.

)DLWKJURXSVKDYHDOVRFRPHRXWRSSRVHGWR(QEULGJH·VSURMHFW20. After the Open Letter from federal Minister Oliver, the Anglican Bishops of British
Columbia and Yukon issued a statement questioning the integrity of the federal review process for
Northern Gateway. The diocese of New Westminster of the Anglican Church of Canada declared
its outright opposition to Northern Gateway, and
is looking into excluding Enbridge stock from the
GLRFHVH·VLQYHVWPHQWSRUWIROLR
$JURXSUHSUHVHQWLQJ3UHVE\WHULDQFKXUFKHV
LQ%&·V/RZHU0DLQODQGZURWHDOHWWHUWR3ULPH
0LQLVWHU6WHSKHQ+DUSHUWKDWDFFXVHVWKHJRYHUQment of weakening environmental reviews and
demonizing people who oppose pipeline projects
as radicals. Recently, the United Church passed a
UHVROXWLRQUHFRJQL]LQJ)LUVW1DWLRQVRSSRVLWLRQDQG
opposing both the Enbridge Northern Gateway
and Kinder Morgan TransCanada pipelines. It also
encourages its members to divest from Enbridge.

8QLRQVKDYHDOVRH[SUHVVHGRSSRVLWLRQWR(QEULGJH·VSURMHFW7KH8QLWHG)LVKHULHVDQG$OOLHG:RUNHUV8QLRQKDYH
EHHQYRFDODQGSXWIRUZDUGHYLGHQFHIRUWKHIHGHUDO-RLQW5HYLHZ3DQHO7KH$OEHUWD)HGHUDWLRQRI/DERXUDUHRSSRVHGEHFDXVHWKHVKLSPHQWRIUDZELWXPHQPHDQVWKHVKLSPHQWRIMREVRYHUVHDV7KH%&7HDFKHUV)HGHUDWLRQ
passed a resolution to divest its pension funds from Enbridge. The Kitimat-Terrace and District Labour Council summarizes their environmental policy as: “We want jobs but not at any cost”, and they are “opposed to the Enbridge
SLSHOLQHDQGLWVFRQQHFWHGWDQNHUWUDIÀFµ21.
7KH&RPPXQLFDWLRQV(QHUJ\DQG3DSHUZRUNHUV8QLRQ &(3 WKH&DQDGLDQ$XWRZRUNHUV8QLRQ &$: WKH%&
7HDFKHUV·)HGHUDWLRQWKH8QLWHG)LVKHUPDQDQG$OOLHG:RUNHUV·8QLRQ&$:DQGWKH&DQDGLDQ8QLRQRI3XEOLF(PSOR\HHV%& &83(%& KDYHDOOHQGRUVHGDQDFWLRQFDOOHG´'HIHQG2XU&RDVWµLQ9LFWRULD22. On October 22nd, people
will participate in a mass sit-in against tar sands tankers and pipelines at the Legislature in Victoria.
Many residents along the proposed route have promised to “do whatever it takes” to stop Northern Gateway, including
standing in front of bulldozers23. The opposition over Northern Gateway has been labeled several times in the media
as “bigger than Clayoquot Sound”24, referring to the controversies in the 90s around logging old-growth coastal forest
LQ%ULWLVK&ROXPELD/RJJLQJSURSRVDOVOHGWRWKRXVDQGVSURWHVWLQJLQWKHVPDOOWRZQRI7RÀQRZLWKKXQGUHGVJHWWLQJ
arrested.

Political Risk
:KLOHWKHUHLVOLWWOHFKDQFHRIDOHJLVODWHGRLOWDQNHUEDQIRU&DQDGD·VQRUWK3DFLÀFFRDVWXQGHUD+DUSHUPDMRULW\JRYernment, the political risk now lies in British Columbia.
Enbridge CEO Patrick Daniel acknowledged this risk at their annual general meeting in Toronto, May 9, 2012:

1LNNL6NXFH)RUHVW(WKLFV6HQLRU(QHUJ\&DPSDLJQHU “Okay. So can you just
clarify? Do you -- does Enbridge see that there is potential political risk in terms of the BC
provincial elections and the timing of that?”

Patrick Daniel, Enbridge Inc. CEO: “Yes, we do. We recognize that, for example, right
QRZZHGRQ·WKDYHFOHDUVXSSRUWIURPWKH%ULWLVK&ROXPELDJRYHUQPHQW$QGWKH1'3KDYH
indicated that they would be opposing Gateway so we do recognize that risk, yes” 35.
British Columbia can put a number of hurdles onto the regulatory front that would increase costs to Enbridge both
through delays and actual costs25.
Adrian Dix, leader of the BC NDP, submitted a letter to the Joint Review Panel stating their reasons for opposing
Enbridge Northern Gateway26LQFOXGLQJFRQFHUQVDERXWRLOWDQNHUWUDIÀFZLOGVDOPRQZDWHUVKHGV)LUVW1DWLRQV5LJKWV
and Title, and climate impacts. The BC NDP has assembled a legal team to build strategies to prevent the project from
being built27,Q$XJXVWWKH\DQQRXQFHGWKDWWKH\ZRXOGJLYHQRWLFHWRWKH)HGHUDO*RYHUQPHQWXSRQJHWWLQJ
elected to get out of the Environmental Assessment Equivalency Agreement. In other words, they would take back
VRPHRIWKHUHYLHZSURFHVVFDXVLQJIXUWKHUSURMHFWGHOD\VDQGKDYHDJUHDWHUYRLFHLQWKHÀQDOGHFLVLRQRQZKHWKHU
Northern Gateway should proceed or not.
:KHQWKH86176%SXWRXWLWVUHSRUW3UHPLHU&KULVW\&ODUNUHVSRQGHGE\FDOOLQJWKHFRPSDQ\·VDFWLRQV´GLVJUDFHIXOµ
6KHVDLG´,IWKH\WKLQNWKH\·UHJRLQJWRRSHUDWHOLNHWKDWLQ%ULWLVK&ROXPELDIRUJHWLWµ29. A week later, the BC Liberals
laid out their conditions for approval, including demanding British Columbia gets its “fair share”30. According to the govHUQPHQW%ULWLVK&ROXPELDZRXOGUHFHLYHRQO\SHUFHQWRIWKHSLSHOLQHUHYHQXHZKLOHDVVXPLQJDOOWKHPDULQHULVNV
and more than half the terrestrial risks. This demand in particular, was met with hostility from both Alberta Premier
5HGIRUGDQGWKH+DUSHU*RYHUQPHQW31.
7KHRSSRVLWLRQIURP%ULWLVK&ROXPELDKDVOHGWKH)HGHUDO*RYHUQPHQWDFKHHUOHDGHURIWKHSURMHFWWREHFRPHPRUH
subdued323DUWO\GXHWR(QEULGJH·VOREE\LQJHIIRUWVWKH&RQVHUYDWLYHJRYHUQPHQWJXWWHGWKH)LVKHULHV$FW&DQDGLDQ
(QYLURQPHQWDO$VVHVVPHQW$FWDQGDPHQGHGWKH1DWLRQDO(QHUJ\%RDUG$FWVRWKDWWKH&DELQHWQRZPDNHVWKHÀQDO
decision on Joint Review Panel hearings33+RZHYHUWKHSROLWLFDOULVNVWRWKH&RQVHUYDWLYHJRYHUQPHQWLQ%ULWLVK&ROXPELDDUHKLJK0DQ\DQDO\VWVDJUHHWKDWWKH+DUSHU*RYHUQPHQWZRXOGVWDQGWRORVHLWVPDMRULW\JRYHUQPHQWLQ
if he tried to push the pipeline through despite opposition.

Summary
'RLQJEXVLQHVVRQWKHZHVWVLGHRIWKH5RFNLHVLVXQLTXH7KHPDMRULW\RI)LUVW1DWLRQVKROG7LWOHDQG5LJKWVWRWKHLU
unceded territories, and a strong determination to govern and protect their territories according to their own laws. DeFDGHVKDYHJRQHLQWRSURWHFWLQJSDUWVRIWKHFRDVWNQRZQDVWKH*UHDW%HDU5DLQIRUHVW(QEULGJH·V1RUWKHUQ*DWHZD\
project would introduce over 225 oil tankers a year to this ecologically rich region. Residents in the Northwest have
GHYHORSHGDFXOWXUHDQGHFRQRP\DURXQGZLOGVDOPRQ(QEULGJH·V1RUWKHUQ*DWHZD\SURMHFWZRXOGFURVVÀYHPDMRU
salmon rivers and hundreds more streams and tributaries of those rivers. The project would also lead to expansion in
the tar sands which is currently growing at an unsustainable pace and scale.
On top of the legal, political and liability risks associated with this project, Enbridge is also exposing itself to reputational risks. Opposition is so strong to Northern Gateway that the company is being targeted in various media, at its
annual conventions, and in its other corporate divisions. Investors should be asking Enbridge to analyze and outline
how they plan to mitigate their risk exposure from this Northern Gateway pipeline.
(QEULGJH·V1RUWKHUQ*DWHZD\SURMHFWLVFXUUHQWO\XQGHUJRLQJDIHGHUDO-RLQW5HYLHZ3DQHOSURFHVVWRDVVHVVZKHWKHU
WKHSURMHFWLVLQ&DQDGD·VQDWLRQDOLQWHUHVW2YHUSHRSOHVLJQHGXSWRVSHDNDWFRPPXQLW\KHDULQJVDQGWKRXsands more submitted written comments into the process. The Panel is expected to wrap-up hearings by April 2013,
DQGKDYHDÀQDOUHFRPPHQGDWLRQWRWKH)HGHUDO*RYHUQPHQWE\WKHHQGRIWKDW\HDU$WWKHPRPHQW(QEULGJHKDVQR
secured shipping contracts for its proposed mega-project.
Given all the obstacles and exposure Northern Gateway continues to create, what are some alternative directions that
WKHFRPSDQ\FDQPRYHLQ"+RZPXFKDUHWKH\ZLOOLQJWRFRQWLQXHWRULVNRIWKHLU&65UHSXWDWLRQDQGFRUSRUDWHYDOXHV
LQWKLVSURMHFW"+RZPXFKVKDUHKROGHUHTXLW\ZLOO(QEULGJHVSHQGIRUDSURMHFWWKDWZLOOQHYHUJRDKHDG":KDWLVWKH
threshold that investors are willing to endure?
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transform environmentally destructive resource-extraction industries.
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