Via E-Mail
Ms. Sabine Sparwasser
Ambassador of the Federal Republic of
Germany to Canada
Embassy of the Federal Republic of Germany
P.O. Box 379, Postal Station “A”
Ottawa, Ontario K1N 8V4
Canada
28 September 2020
Sehr geehrte Frau Botschafterin Sparwasser,
wir, die Unterzeichnenden, schreiben Ihnen um die deutsche Regierung auf die wirtschaftlichen,
finanziellen, regulatorischen, Versorgungs-, Klima- und Umweltrisiken im Zusammenhang mit dem LNG
Goldboro Terminal Projekt, aufmerksam zu machen.1
Wir nehmen an, dass der Investor für das Projekt, das Unternehmen Pieridae Energy, der deutschen
Regierung diese Risiken vorenthalten hat.
Zum Hintergrund: Alle Unterzeichner*innen sind aus zahlreichen Gründen gegen das LNG Terminal
Goldboro und glauben, dass das Projekt nicht im öffentlichen Interesse Kanadas oder Deutschlands ist.
Laut Pieridae2 hat Deutschland für den Bau des Flüssigerdgasterminals Goldboro und der damit
verbundenen Erschließung zusätzlicher Erdgasquellen sowie Erdgaslieferungen eine Kreditgarantie in
Höhe von 4,5 Milliarden US-Dollar "in Aussicht gestellt“.
Wir gehen davon aus, dass eine Entscheidung bezüglich der Finanzkreditgarantie für Pieridae noch nicht
getroffen wurde und dass die Frage des finanziellen Risikos für die deutsche Bevölkerung ein
entscheidender Faktor sein wird.3
Zu den Faktoren, die Deutschland bei seiner Entscheidungsfindung berücksichtigen muss, gehören
wirtschaftliche, regulatorische, finanzielle, Versorgungs-, Klima- und Umweltrisiken und auch die
Beeinträchtigung von Menschenrechten (insbesondere von indigenen Völkern). Wir haben Grund zu der
Annahme, dass Pieridae Deutschland keine vollständige Bewertung aller mit dem Projekt verbundenen
Risiken vorgelegt hat. Vor diesem Hintergrund finden Sie in der Anlage ein von uns vorbereitetes,
Briefing (auf Englisch).
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https://pieridaeenergy.com
https://pieridaeenergy.com/highlights
3
https://julia-verlinden.de/userspace/NS/juliaverlinden/Dokumente/Dokumente_News/180831_Antwort_BurReg_SF_Verlinden_LNG_Goldboro.pdf
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Die angedachte Realisierung des LNG Goldboro Terminals birgt viele Risiken, die kumulativ zu der
unvermeidlichen Schlussfolgerung führen, dass das Pieridae-Projekt mit hoher Wahrscheinlichkeit
scheitern wird. Wir bitten nur darum, dass Deutschland bei seiner Entscheidungsfindung in dieser
Angelegenheit mit offenen Augen vorgeht.
Angesichts der Tatsache, dass unser Briefing-Papier im Wesentlichen nur eine Zusammenfassung der
Kernpunkte ist, möchten wir Deutschland - falls es die Einzelheiten des Inhalts und des Fazits erörtern
möchte - ermutigen, sich mit einem der Hauptunterzeichner*innen in Verbindung zu setzen.
Hochachtungsvoll

Mike Sawyer, Executive director, Citizen’s Oil and Gas Council,
sawyer@hayduke.ca, +1 250.877.8678
Pascal Bergeron, Spokesperson,
Environnement Vert Plus, Québec
comm.evp@gmail.com, +1 581.886.1189
Jim Emberger, Spokesperson - New Brunswick Anti-Shale Gas Alliance
shaleinfo.nb@gmail.com +1 506 367-2658

cc:
Bundeswirtschaftsminister Peter Altmaier
(peter.altmaier@bundestag.de / ministerbuero@bmwi.bund.de)
Bundesumweltministerin Svenja Schulze
(svenja.schulze@bundestag.de / svenja.schulze@bmu.bund.de)
Energiepolitischer Sprecher CDU/CSU, Dr. Joachim Pfeiffer
(joachim.pfeiffer@bundestag.de)
Umweltpolitische Sprecherin CDU/CSU, Marie-Luise Dött
(marie-luise.doett@bundestag.de)
Klimaschutzbeauftragte CDU/CSU Anja Weisgerber
(anja.weisgerber@bundestag.de)
Energiepolitischer Sprecher SPD, Bernd Westphal
(bernd.westphal@bundestag.de)
Umwelt-/Klimapolitischer Sprecher SPD, Carsten Träger
(carsten.traeger@bundestag.de)

Energiepolitsche Sprecherin B90/Grüne, Julia Verlinden
(julia.verlinden@bundestag.de)
Umweltpolitische Sprecherin B90/Grüne, Dr. Bettina Hoffman
(bettina.hoffman@bundestag.de)
Klimapolitische Sprecherin B90/Grüne, Lisa Badum
(lisa.badum@bundestag.de)
Energiepolitischer Sprecher FDP, Prof. Dr.-Ing. Martin Neumann
(martin.neumann@bundestag.de)
Umweltpolitische Sprecherin FDP, Judith Skudelny
(judith.skudelny@bundestag.de)
Klimapolitischer Sprecher FDP, Dr. Lukas Köhler
(lukas.koehler@bundestag.de)
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Pieridae Energy Goldboro LNG Project
Briefing Note
Economic Risk
With respect to economic risk there are two aspects that we believe warrant consideration. First is the
current viability of the North American natural gas markets and how that might impart Project risks to
Germany. The second consideration is the level of financial, experience and technical capability required
of a proponent to successfully bring a multi-billion dollar project such as Goldboro to fruition.
Pieridae intends to feed the Goldboro LNG terminal with gas from Alberta, New Brunswick and the
eastern part of Quebec. They’ve said that they will also examine the case of the Sable offshore field in
Nova Scotia as well as the Marcellus shale in the U.S. However, they’ve also said they won’t use or
develop fracked gas to supply Germany, which is highly contestable since most of these gas supplies
either don’t exist or could only be developed using fracking.
The North American natural gas markets are in a period of significant disruption. The so-called shale
boom, both in Canada and in the USA, has resulted in dramatic increases in natural gas supply, distortion
in the supply demand balance, and historically low natural gas prices.
A recent study indicated that in order to be economically viable the delivered LNG price for exports from
Eastern Canada using natural gas sourced in Western Canada would need to be $11.17 or higher. CERI
concluded that in the absence of significant government subsidies, Canadian LNG exported from Eastern
Canada was not competitive with 2018 LNG spot prices. In the two years since the CERI estimate was
published, spot prices for LNG have fallen to historic lows, with European LNG spot prices currently at
$1.80 as of August 20th, 84 percent less than CERI’s minimum required price.
Recent disruptions to the world energy markets including the Covid 19 pandemic have further
depressed energy prices putting significant financial strain on the struggling North American oil and gas
producers. Over a 5 year period ending April 1st, 2020, 215 Canadian and US producers have filed for
bankruptcy involving more than $129 billion in aggregate debt. Further, an analysis of Canadian natural
gas producers shows that 14 major natural gas producers who are listed on the TSX have lost ~ 75
percent of their market equity over the last 5 years and are finding it extremely challenging to attract
new capital investment. Analysts are predicting many more bankruptcies in the North American oil and
gas sector in the next few years.
While low natural gas prices may seem attractive to LNG buyers, if prices are so low that producers
become insolvent or fail to secure new capital, any perception of value due to low natural gas prices will
be offset by supply instability and the inevitable price volatility.
Pieridae suggests that it will eliminate this volatility by owning sufficient natural gas assets for the vast
majority of its supply needs. That claim in turn depends on questionable drilling and development plans.

The only realistic business plan available to a financially challenged firm like Pieridae will be to purchase
gas supplies from the North American continental gas market, most of which is fracked gas.
Moreover, the figure below shows the cumulative well decline in the whole U.S. Fracked Gas sector.
With each passing year, the decline of previous years continues to happen. This produces increasingly
steep declines of wells drilled in the first 12 months of production (as shown the red lines in the Figure).
This suggests that sweet spots are nearly all drained and that soon well depletion will be almost vertical,
further cascading bankruptcies in the industry.

All drilling in the U.S. Fracked Gas sector.
(Source: Enno Peter, Shale Profile Analytics, https://shaleprofile.com/)

In light of foreseeable market conditions and given the deep disruption currently facing the North
American oil and gas sector, we believe that there is significant risk that a small, under financed and
inexperienced company like Pieridae will not have the capability to successfully complete the Project.

To put the foregoing into context, Pieridae is listed on the TSX and its shares have declined in value from
$5.50 CDN two years ago to a low of $0.12 CDN few months ago. Pieridae is currently trading at
approximately $0.37 CDN (as of August, 20th). At its most recent reported year end, December 2018,
Pieridae had an operating loss of $18.04 million CDN. In addition to its financial limitations, we believe
Pieridae does not have relevant experience to bring a major capital-intensive project to fruition nor does
it have experience to safely and effectively manage complex, upstream, highly sour gas supply
operations. We respectfully submit that there is significant risk that Pieridae will not have the financial
resources or experience to successfully complete the Project.
Regulatory Risk
With respect to regulatory risk, a key component of the Pieridae scheme was to acquire sufficient
upstream production capability so that it could supply its Goldboro plant from its own gas supply. To this
end Pieridae announced in October 2019 that it had closed a deal with Shell Canada Energy (“Shell”) to
acquire certain Shell midstream and upstream assets in southwestern Alberta. The assets included three
sour gas processing plants, several hundred sour gas wells and several hundred kilometers of sour gas
pipelines. Now mostly a potential environmental liability to Shell, the assets would only account for a
fraction of the gas needed to supply Germany. The sale of the Shell assets to Pieridae required
regulatory approval from the Alberta Energy Regulator (“AER”). In large part because of the
environmental liability associated with Shell assets and concern that Pieridae did not have the financial
resources to ensure that those environmental liabilities would be mitigated, the AER received over 20
Statements of Concern from directly affected persons and corporations, all opposing the transfer of the
Shell assets to Pieridae and requesting a public hearing. Additionally, Shell concurrently applied to the
AER for authorization to retain ownership of the known groundwater environmental liabilities at two of
the three sour gas plants, the Waterton and the Jumping pound plants. Shell assuming responsibility for
the known groundwater contamination at these two sour gas plants was an integral component of the
Pieridae’s acquisition of the Shell assets.
On February 28, 2020 the AER denied Shell’s application and neither Shell nor Pieridae appealed that
decision within the 30 day time limitation.
As of today, the AER is still deliberating and has not announced how it intends to deal with the
regulatory challenges of Pieridae acquiring the Shell assets. Should the AER decide to approve the
transfer of assets, it is likely that such a decision will be subject to protracted court challenges.
Pieridae’s scheme also requires additional regulatory approvals for an unprecedented number of new
upstream sour gas wells. Since 1986, sour gas development in the Waterton, Jumping Pound and
Caroline fields have met with fierce opposition from directly affected local residents resulting in
numerous regulatory proceedings and subsequent legal challenges. We respectfully submit that it is
unrealistic for Pieridae to assume that its proposed upstream sour gas developments will not meet with
similar public opposition along with all of the attendant regulatory risks.
Environmental and Supply Risk and Negative Climate Impact

An important component of the Pieridae scheme and a significant driver for the need to acquire the
Shell assets has been Pieridae’s narrative that no hydraulically fractured gas will be required for
supplying the first ‘production train’ of the Project. This is an important consideration because Germany
has a national ban on fracking in shale layers, and the German government is the only serious investor
so far to make even a tentative commitment to finance the Project. The problem with Pieridae’s
assertion with respect to not fracking is that it is untrue.
While it is true that the Shell assets have not used modern fracking technologies, an important
consideration is that the three Shell sour gas fields being acquired by Pieridae are very mature fields that
are nearing the end of their productive lives. In the case of the Caroline field, Shell has publicly stated
that the field is 95 percent depleted, while the Jumping Pound and Waterton fields are 65 percent and
75 percent depleted, respectively. Current production from the Shell assets is estimated to be
approximately 250 million cubic feet per day; enough to provide only 35 percent of the total supply
needed for Goldboro Train 1. In the absence of significant new drilling, with all of the attendant
regulatory, financial and supply risk, we respectfully submit that Pieridae will not have sufficient gas
within its own supply portfolio to supply the first train of the Project.
So where will Pieridae source the natural gas to supply the Project?
As mentioned earlier, Pieridae announced it would use gas from Western Canada, Eastern Québec, New
Brunswick, the Sable play in Nova Scotia and the Marcellus/Utica play in the Northeastern U.S. to feed
its terminal. An extensive analysis of all these potential sources demonstrates that they cannot together
account for a full supply of unfracked gas to Germany. The so-called conventional reserves Pieridae
acquired in Alberta would account for less than a third of Train 1 feed, the entirety of which is needed to
fulfill the contractual obligation with Germany. Sable Play in Nova Scotia delivered the last of its gas in
2018, resources in New Brunswick and Québec are undeveloped but would require fracking to begin
exploitation, and Marcellus and Utica plays are well known for their extensive use of hydraulic
fracturing.
Moreover, in 2018, approximately 71 per cent of the natural gas produced in Canada was produced
using fracking technologies. That percentage will have increased in the last two years. Canadian gas
supply and demand occur within an integrated North American market where physical integration
within the natural gas supply basins features extensive natural gas gathering and processing facilities
along with extensive natural gas transmission lines market hubs where gas prices are formed, and
market liquidity is created. As a result, natural gas can be traded as a commodity, where a supplier’s gas
is mixed with gas from other suppliers into an integrated pipeline system. Thus, a customer, sometimes
thousands of kilometers away, cannot determine or guarantee that the delivered natural gas is not, in
fact, fracked gas.
In May 2018, the German Permanent Peoples Tribunal (PPT) on Human Rights, Fracking and Climate
Change heard testimony and received other evidence relating to fracking and its impact. Included were
very substantial reports from four prior PPT that had gathered scientific, technical, social, cultural and
experiential testimony from many community organizations, experts and individual citizens.

According to the preliminary statement of the PPT judges, “the evidence clearly demonstrates that the
processes of fracking contribute substantially to anthropogenic harm, including climate change and
global warming, and involve massive violations of a range of substantive and procedural human rights
and the rights of nature.… The evidence also shows that governments have, in general, failed in their
responsibility to regulate the industry so as to protect people, communities and nature. In addition, they
have failed to act promptly and effectively to the dangers of climate change that fracking represents.” In
the final Advisory Opinion, the PPT recommended that “fracking be banned” and that “the Special
Rapporteur on Human Rights and the Environment be asked to investigate the violations of the rights of
humans and nature by the Unconventional Oil and Gas Extraction industry.”
This finding is echoed elsewhere: In October 2018, the UN’s CESCR issued an official warning concerning
fracking for shale gas in Argentina, saying that “the Committee is concerned that this hydraulic
fracturing project contradicts the State party's commitments to the Paris Agreement, with a negative
impact on global warming and the enjoyment of the economic and social rights of the world population
and future generations. (Article 1 (1) and 2 ((1))“ In March 2019 the United Nations Committee on the
Elimination of Discrimination Against Women (CEDAW) urged the British Government to “consider
introducing a comprehensive and complete ban on fracking.”
Additionally, it is noteworthy that in at least one of the Shell sour gas plants, the plant remains
economically viable only because it is processing gas from another Shell natural gas field where gas is
currently produced using fracking.
If the Project is built, Pieridae will most likely acquire the better part of their gas supply on the open
market, and most of what is available is produced using high volume hydraulic fracturing. The large
available sources are located in Western Canada and the Marcellus Shale in the US when pipelines to
New England have spare capacity. We respectfully submit that Pieridae will not be able to produce
sufficient non-fracked gas from the acquired assets and even if they did there will be no practical way to
ensure that the LNG being delivered to Germany by Pieridae is not fracked gas. If Germany is serious
about its climate commitments, Pieridae’s scheme presents significant risk.
An additional concern with respect to the Pieridae scheme relates to the provisions of the United
Nations Declaration on the Rights of Indigenous Peoples (UNDRIP) which was adopted in 2007 by a
majority of 144 member states, including Germany. One of the key provisions of UNDRIP is the concept
of ‘free, prior and informed consent”. In the case of Pieridae’s proposed acquisition of the Shell assets in
Alberta or with respect to any developments in eastern Canada that are necessary for the Project to
proceed, “free, prior and informed consent” of indigenous communities was not obtained. The signing
by Pieridae of a Benefits Agreement with the Indian Act Nova Scotia Mi’kmak Chiefs does not in any way
constitute compliance with the crucial UNDRIP requirement of free, prior and informed consent. Nor has
Pieridae met that standard in the case of its proposed acquisition of the Shell assets in Alberta.
Summary

In summary, we respectfully submit that Pieridae has proposed a massive project requiring very
significant capital investment that will demand significant skill, technical expertise and business acumen
if it is to succeed. Given the vagaries of the continental and international natural gas markets, even that
may not be enough to guarantee success. On top of that we have identified risks associated with
Pieridae’s financial limitations, the regulatory risks undermining Pieridae’s acquisition of the Shell
Alberta sour gas assets, and the geological and regulatory risks associated with Pieridae’s proposed
upstream developments. With respect to environmental matters, if a condition of German investment in
the Pieridae scheme is that the gas supply not be fracked, we have raised serious concerns about
Pieridae’s ability to satisfy that requirement. However, no matter if fracked or not, LNG coming from
Canada to Germany will definitely be on a collision course with the climate obligations under the Paris
Agreement - let alone given the economic lifespan of up to 50 years for such projects. Finally, we have
raised the matter of UNDRIP and Pieridae’s failure to receive free, prior and informed consent from
indigenous communities affected by their Project.

[1] https://pieridaeenergy.com
[2] https://pieridaeenergy.com/highlights
[3] https://julia-verlinden.de/userspace/NS/juliaverlinden/Dokumente/Dokumente_News/180831_Antwort_BurReg_SF_Verlinden_LNG_Goldboro.pdf
14

