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1. Executive Summary

The propane market underwent significant changes after winter 2013/14 – best known for the “polar 
vortex” that dramatically dropped temperatures across much of eastern Canada and the United 
States (U.S.). Heating fuel prices spiked; in the case of propane, reports of supply shortages in 
Ontario, Quebec, and the U.S. Midwest attracted significant media and political attention. 

In the two years since the polar vortex, prices at major propane hubs have declined to their lowest 
levels since 2002. Prices at the Edmonton hub fell 90 per cent between February 2014 and 
February 2015, from 217.9 U.S. cents per gallon to 22.6 U.S. cents per gallon. Over the same time 
frame, prices at the Sarnia hub fell from 236.9 U.S. cents per gallon to 71.9 U.S. cents per gallon,  
a 70 per cent decline.

Two extreme market events highlight the volatility of propane prices in the past two years:

	 •  �daily spot prices at the Conway hub in Kansas surged above 400 U.S. cents per gallon at 
the peak of the polar vortex on January 23 and 24, 2014; and, 

	 •  �prices in Edmonton traded below zero (that is, producers were paying others to take their 
propane away) by June 2015.

Strong growth in U.S. propane production, underpinned by liquids-rich shale gas development 
in the U.S. Northeast, and soft seasonal demand have been the driving forces behind low prices 
throughout the integrated Canada and U.S. propane market. 

Propane in underground storage in Canada and the U.S. reached record highs in 2014 and 
2015. As of April 2016, U.S. inventories remained significantly above the five-year average, while 
Canadian inventories are now close to the five-year average. 

Western Canadian propane production from gas plants fell slightly in 2015 to 167.8 thousand 
barrels per day (Mb/d). Exports of propane from Canada were up 24 per cent in 2015, as new rail 
loading facilities in Alberta helped replace lost export capacity following reversal of the Cochin 
Pipeline in 2014. Most of these exports have been to the U.S. 

U.S. propane exports continue growing as new Gulf Coast export capacity has been constructed  
to help ship propane from the well-supplied Canada and U.S. market. With exports averaging  
615.5 Mb/d in 2015, the U.S. now exports approximately 50 per cent of its propane production.

The propane industry in Canada continues to evolve. This includes midstream developments, 
such as new rail loading capacity at the Edmonton/Fort Saskatchewan, Alberta hub. In Ontario, 
the largest residential propane consuming region in Canada, there have been new infrastructure 
investments in rail offloading terminals and expansions of above-ground storage.

Lastly, despite concerns during winter 2013/14 that prices might remain high and supply low 
because of structural issues in the propane market, the events of the last two years indicate 
otherwise. 
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2. Introduction

In February 2014, the Ministers of Natural Resources and Industry requested that the National 
Energy Board (NEB or Board) and the Competition Bureau (Bureau) work together to review rapid 
propane price increases and reports of supply shortages during winter 2013/14.

The Final Report to the Minister of Natural Resources and the Minister of Industry: Propane Market 
Review (Final Report) was released in April 2014 and had the following conclusions: 

	 •  �A colder-than-normal winter across the eastern parts of Canada and the U.S. resulted in 
greater demand for propane to meet home or space heating requirements. 

	 •  �An exceptionally large and wet corn harvest in the U.S. Midwest resulted in higher-than-
normal demand for propane (which is used for crop-drying, particularly corn) prior to the 
heating season. 

	 •  �Supply chain congestion and disruptions due to weather and maintenance resulted in less 
propane being available for delivery and distribution. 

	 •  �U.S. propane exports had been growing rapidly and this reallocated propane that might 
have otherwise been available for Canadian and U.S. markets.

	 •  �There was no inherent supply-demand imbalance in the propane industry that would 
create ongoing supply shocks, but propane demand and prices were found to be volatile 
and unforeseen events would likely cause volatility again. 

For the Final Report, the Bureau assessed the structure of the propane market in Canada and 
performed an independent examination of anti-competitive behaviour in the propane market during 
winter 2013/14. The Bureau did not find sufficient evidence to conclude that anti-competitive 
activities exacerbated the impact of the price spike on consumers.

Since the Final Report, the NEB has continued to monitor markets for propane and other natural 
gas liquids (NGLs). The NEB has also informed Canadians about energy market developments 
through publications such as weekly Market Snapshots. Propane-related Snapshots were released 
in November 2014 (Canadian propane market’s recovery from the Polar Vortex), May 2015 
(Western Canadian propane inventories at record highs, prices at Edmonton drop to record lows), 
and January 2016 (Imported value of NGLs surpasses export value in 2015). This update builds on 
these Snapshots and provides a more comprehensive analysis of the propane market since 2014.

The illustration below (Figure 2.1), taken from the Final Report, shows the structure of the 
Canadian propane industry. The industry is divided into three segments: upstream, midstream and 
downstream, and their respective roles within the supply chain are explained.1 An understanding of 
this general industry structure and product flow provides useful context for this update. 

1 �Please refer to Section 3 of the Final Report for additional information about these segments and this illustration.

http://www.nrcan.gc.ca/media-room/news-release/2014/14980
http://www.nrcan.gc.ca/energy/crude-petroleum/15927
http://www.nrcan.gc.ca/energy/crude-petroleum/15927
http://www.neb-one.gc.ca/nrg/ntgrtd/mrkt/snpsht/2014/11-02prpn-eng.html
http://www.neb-one.gc.ca/nrg/ntgrtd/mrkt/snpsht/2015/05-03prpnnvntr-eng.html
http://www.neb-one.gc.ca/nrg/ntgrtd/mrkt/snpsht/2016/01-01mprtdvlngl-eng.html
http://www.nrcan.gc.ca/energy/crude-petroleum/15927#supchain
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F I G U R E  2 . 1 	
The Canadian Propane Industry Supply Chain

3. Canadian Propane Production

The vast majority of Canadian propane is produced by gas plants in western Canada.2 Western 
Canadian gas plant production of propane has been trending upwards since 2010, primarily due  
to growing development of the liquids-rich Montney formation of northeast British Columbia (B.C.) 
and the Alberta Deep Basin. In 2014, western Canadian gas plant production of propane reached  
a 10-year high, averaging 173.9 Mb/d, or 8.1 per cent higher than 2013 (Figure 3.1). Gas plant 
propane production fell by 1.2 per cent in 2015 to 171.7 Mb/d. 

Propane production generally follows the trend of natural gas production. The trend of declining 
natural gas production in western Canada reversed in 2012, with 2015 gas production increasing 
2.5 per cent from 2014 (Figure 3.2). The small decline in propane production in 2015, despite the 
increase in gas production, could be due to weak propane prices3 and some gas plants choosing to 
reduce recovery of propane (and other liquids) or re-inject propane into the gas stream.4,5 

2 �Of the 204.8 Mb/d of propane produced in Canada in 2014, 175.5 Mb/d were produced by gas processing plants and straddle plants,  
with 29.3 Mb/d produced by refineries. Of the 175.5 Mb/d produced by gas plants, 173.9 Mb/d were produced in western Canada. 

3 See section 8 (Propane Prices) of this update.
4 Calgary Herald, “Gas plant owner cuts carbon emissions while adjusting to propane market slump”, 12 November 2015. 
5 Daily Oil Bulletin, “Companies Grapple With Low Propane Prices”, 14 September 2015. (subscription required)

Source: NEB

http://calgaryherald.com/business/energy/gas-plant-owner-cuts-carbon-emissions-while-adjusting-to-propane-market-slump
http://www.dailyoilbulletin.com/article/2015/9/14/companies-grapple-low-propane-prices/?ntoken=oLLq13Dfps4c2J0tzh23b99Lkhs%2bDSsYoneosWQg2H%2b5xaz%2fSBdGOkVzpWF%2bxeS5xxT28IffkfPXhvWzw15uSmKojf%2f49rF1BI8CnrvNjrbgiepQnAYgngqokJJXjL9EkEUGhS02DaCtxAKD80gGpkvcg3ZRw615cAklDnfSiss%3d#axzz454hiVQh6
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F I G U R E  3 . 1
Western Canadian Propane Production from Gas Plants
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F I G U R E  3 . 2
Western Canadian Propane and Natural Gas Production

12

13

14

15

16

17

18

120

140

160

180

200

220

240

2000 2002 2004 2006 2008 2010 2012 2014

B
illi

on
 c

ub
ic

 fe
et

 p
er

 d
ay

Th
ou

sa
nd

 b
ar

re
ls

 p
er

 d
ay

Western Canada Propane Production (left axis)
Western Canada Natural Gas Production (right axis)

4. Canadian Propane Exports

Canadian propane exports increased by 20 per cent in 2015 to 112.5 Mb/d.6 In 2015, exports were 
higher than the five-year average for all months after February, particularly in the summer months 
(Figure 4.1). Low prices at Edmonton relative to markets elsewhere in North America, and new 
propane rail loading capacity that facilitated exports, were contributing factors to this export growth.

6 For a summary of NGL exports from 2011 to 2015, please visit the NEB’s 2015 Propane and Butanes Exports Summary.

Source: Provincial governments and NEB

Source: Provincial governments and NEB

http://www.neb-one.gc.ca/nrg/sttstc/ntrlgslqds/rprt/prpnbtnssmmr/2015/smmry2015-eng.html
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F I G U R E  4 . 1
Canadian Exports of Propane by Month

0

50

100

150

200

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Th
ou

sa
nd

 b
ar

re
ls

 p
er

 d
ay

Range (2009-2013) Average (2009-2013) 2014 2015

Reversal of the Cochin Pipeline7 in 2014 accentuated an ongoing shift of pipeline to rail transport 
for Canadian propane exports to the U.S., which is Canada’s primary propane export market.8 
Pipeline exports have shrunk to only 14.0 Mb/d, while rail moved an average 86.6 Mb/d of propane 
to the U.S. (Figure 4.2). In 2005, rail moved roughly 38 per cent of propane exports but in 2015, rail 
moved 77 per cent. The share of truck exports remained steady at around 11 per cent. Truck is only 
economical when moving propane short distances and is most common in Ontario and Quebec.

F I G U R E  4 . 2
Canadian Exports of Propane by Transportation Mode
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7 See Section 10 (Midstream and Downstream Developments) of this update.
8 �A very small amount of propane is exported regularly from Canada to Saint Pierre and Miquelon (France). In 2015, a total of 137 Mb  
(or roughly 180 rail cars) was also exported to Mexico.

Source: NEB

Source: NEB
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Currently, the only specification propane9 pipeline delivering propane out of Alberta is Spectra’s PTC 
Pipeline. PTC has a capacity of 15 Mb/d and runs from Empress, Alberta to Fort Whyte, Manitoba 
and also delivers propane to truck and rail terminals in Saskatchewan and Manitoba. In addition 
to supplying propane to the Prairies, these truck and rail terminals facilitate exports to the U.S. 
Midwest. 

Pipelines from western Canada that deliver non-specification propane include Enbridge’s 
Lines 1 and 5, and the Alliance Pipeline. Enbridge Line 1 delivers propane-plus10 mix from Fort 
Saskatchewan, Alberta to Superior, Wisconsin while Line 5 delivers propane-plus mix from Superior 
to storage caverns and the Plains Midstream fractionator in Sarnia, Ontario.

F I G U R E  4 . 3
Map of Propane Pricing Hubs and Canadian Export Flows to U.S. PADDs
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The Alliance Pipeline delivers a liquids-rich, minimally processed stream of natural gas from 
western Canada directly to Aux Sable’s natural gas processing facility in Channahon, Illinois. While 
natural gas volumes on Alliance have remained steady at around 1.5 to 1.6 billion cubic feet per 
day, the volume of liquids (as shown by the heat content of the gas stream) has been increasing 
in recent years.11 Exports of natural gas liquids on Alliance are not tracked by the NEB as they are 
considered part of the natural gas stream.

9 Specification (or spec) propane is propane that meets industry standard specifications for use.
10 �Propane-plus refers to a mix of natural gas liquids comprised primarily of propane, plus fractions of heavier liquids, such as  

butanes and condensate. Similarly, ethane-plus is comprised primarily of ethane, plus fractions of heavier liquids, including propane.
11 �NEB, “Market Snapshot: The Alliance Pipeline’s rising heat content highlights its unique role in Canadian natural gas exports”,  

9 July 2015. 

Source: Encana, EV Maps, NEB

https://www.neb-one.gc.ca/nrg/ntgrtd/mrkt/snpsht/2015/07-01llnchtcntnt-eng.html
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Exports of Canadian hydrocarbons to the U.S. are tracked by PADD (Figure 4.3).12 The U.S. 
destinations for Canadian propane exports changed slightly in 2015, particularly with respect to 
exports to the West Coast (PADD V). From 2009 to 2014, roughly 14 per cent of Canadian propane 
exports were delivered to PADD V. By the second half of 2015, the percentage of propane exports 
to PADD V had more than doubled to 29 per cent. The addition of propane export capabilities 
at the Petrogas facility in Ferndale, Washington is likely the reason for this leap in Canadian 
propane exports to PADD V. Petrogas is exporting approximately 35 Mb/d of propane and butanes. 
Currently, all propane exported from Canada to the U.S. by Petrogas is under short-term order.

5. U.S. Propane Production

Driven by ongoing development of U.S. shale gas, propane production in the U.S. continued to 
grow, from an annual average of 1.3 million barrels per day (MMb/d) in 2014 to 1.4 MMb/d in 2015 
(Figure 5.1). This growth is based largely on a surge in production during the first half of 2014. 
Since then production has fluctuated and then flattened.

F I G U R E  5 . 1
U.S. Propane Production (Gas Plants and Refineries)
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The slowdown in U.S. propane production growth can be attributed to low NGL prices as well as 
a slowdown in natural gas production growth. U.S. dry gas production grew 5.3 per cent in 2015 
versus 6.3 per cent in 2014. Preliminary indicators suggest that U.S. natural gas production may  
be flattening or even declining in response to low natural gas prices. 

12 �The U.S. is divided into five Petroleum Administration for Defense Districts (PADDs). These PADDs are used for data collection and 
understanding regional petroleum product supply and demand in the U.S.  

Source: EIA
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6. U.S. Propane Exports

The development of new export capacity13 in the U.S. Gulf Coast since winter 2013/14 has 
contributed to continued strong U.S. export growth. Propane exports in 2015 averaged 616.2 Mb/d, 
more than double the average of 301.1 Mb/d reported in 2013 (Figure 6.1). Approximately 50 per 
cent of U.S. propane production is now being exported. 

F I G U R E  6 . 1
U.S. Exports of Propane and Propylene14
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Propane is also being exported from the U.S. West Coast. The Petrogas export facility in Ferndale, 
Washington started exporting propane to Asian markets following the completion of an expansion in 
April 2015. Previously, the Petrogas facility had exported only butanes.

Asia has been a significant market for U.S. propane exports, particularly in 2015, when exports to 
Asia tripled from 2014 levels.15 The Asian market now accounts for roughly a third of U.S. propane 
exports. U.S. propane deliveries to other markets such as Europe, South America, Mexico, the 
Caribbean, and Central America, have only grown slightly since 2014. 

7. Propane Storage in Canada and the U.S.

Underground storage of propane in Canada and the U.S. remains high following winter 2013/14 
due to strong supply, weak demand, and a more cautious downstream propane industry. Canadian 
propane inventories remained high between August 2014 and August 2015, primarily due to 
reversal of the Cochin Pipeline, strong U.S. production growth that displaced demand for Canadian 
propane, and a less severe 2014/15 winter. (Figure 7.1)

13 �U.S. Energy Information Administration, “This Week in Petroleum: Exports provide an outlet for growing propane production”,  
8 July 2015.

14 Propylene is related to propane and is a petrochemical building block used for the manufacture of polypropylene (a type of plastic).
15 U.S. Energy Information Administration, “U.S. propane exports increasing, reaching more distant markets”, 3 November 2015. 

Source: EIA

http://www.eia.gov/petroleum/weekly/archive/2015/150708/includes/analysis_print.cfm
http://www.eia.gov/todayinenergy/detail.cfm?id=23612
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F I G U R E  7 . 1
Underground Storage of Propane in Canada
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In Canada, propane inventories reached a record high of 12.1 MMb in December 2014. The bulk of 
this storage was in western Canada, where inventories stood at 6.8 MMb – 42 per cent above the 
previous five-year average for December. By October 2015, the storage overhang had disappeared 
due to the addition of new rail loading capacity for propane in western Canada, and Canadian 
inventories returned to the five-year average (2009-2013). In April 2016, Canadian inventories  
were reported at 3.3 MMb, 32 per cent above the five-year average (2009-2013), but well within the  
five-year range. 

F I G U R E  7 . 2
Underground Storage of Propane in the U.S. 
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U.S. propane inventories rebounded strongly following substantial withdrawals made during winter 
2013/14, reaching levels far above the five-year average (2009-2013) for winter of 2014/15 (Figure 
7.2). Following a seasonal withdrawal ending in March, inventories resumed rapid growth. By 
December 2015, U.S. inventories reached a record high of 107.1 MMb. As of early April 2016, total 
U.S. inventories were at 64.9 MMb – approximately 82 per cent above the five-year average. 

The majority of U.S. underground storage capacity is in the Gulf Coast. This is also where the 
bulk of the current storage surplus resides. Since January 2015, Gulf Coast storage has averaged 
88 per cent above the five-year average (2009-2013). However, that storage surplus has been 
shrinking quickly in 2016 as U.S. export growth has been drawing down propane inventories at a 
rapid pace. 

8. Propane Prices

Major North American pricing and storage hubs for propane include: Edmonton, Alberta; Sarnia, 
Ontario; Conway, Kansas; and Mont Belvieu, Texas (Figure 4.3). Prices at these hubs tend to move 
in tandem with each other, although regional differences do exist. For example, Edmonton generally 
trades at a discount to all the other hubs, reflecting ample supplies and high transportation costs to 
move propane out of the Edmonton/Fort Saskatchewan area. 

F I G U R E  8 . 1
Wholesale Propane Prices at Major Hubs in the U.S. and Canada
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Following winter 2013/14, propane prices at all North American hubs have been on the decline 
(Figure 8.1). In Edmonton, after prices reached highs of 217.9 U.S. cents per gallon in February 
2014, prices declined to 22.6 U.S. cents per gallon in February 2015 – a 90 per cent decline. 
Similarly in Sarnia, prices declined from 236.9 U.S. cents per gallon in February 2014 to 71.9 U.S. 
cents per gallon in February 2015 – a 70 per cent decline. By February 2016, prices declined further 
to average 10.9 U.S. cents per gallon and 60.3 U.S. cents per gallon respectively, at Edmonton  
and Sarnia. 

Source: Butane-Propane News, NEB calculations
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From January 2015 to July 2015, underground propane inventories in western Canada were at a 
record high due to the winter 2014/15 storage hangover. The resulting storage surplus in Edmonton 
(and elsewhere in North America) combined with tight takeaway capacity led to Edmonton prices 
going negative in June 2015 (that is, producers paying others to take their propane away). 

Inventories in western Canada fell more in-line with the five-year average (2009-2013) by 
November 2015, following a summer of high exports. However, Edmonton prices remain the 
lowest in North America heading into 2016. Sellers of propane in Edmonton had to offer substantial 
discounts in order to remain competitive in the well-supplied U.S. market.

Retail propane prices16 in Canada generally track wholesale propane prices (Figure 8.2), with 
both declining in the two years following winter 2013/14. In 2015, the Canadian average for retail 
(automotive) propane averaged 59.1 cents per litre (including taxes), down 25 per cent from the 
2014 average of 78.8 cents per litre.17 Generally speaking, there has been little media coverage of 
retail propane price issues since winter 2013/14.

F I G U R E  8 . 2
Retail (Automotive) and Wholesale Canadian Propane Prices
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9. Seasonal Market Drivers

Seasonal factors can have significant effects on propane markets, particularly when those effects 
fall outside the range of “normal” or expected outcomes. Just as extreme cold conditions and 
high agricultural demand can cause heating fuel prices to spike, as they did in winter 2013/14, 
unexpectedly warm weather during the heating season and ideal harvest conditions, as observed in 
the subsequent two years, can cause prices to fall. This is reflected in the price fluctuations shown 
in Figure 8.1 and Figure 8.2. 

16 Since retail propane in Canada is sold in Canadian cents per litre, wholesale prices are converted to the same units for comparison.
17 �Unfortunately, data for the price of propane for home heating is not tracked in Canada – only the price of automotive propane is 

collected and therefore it is used as a proxy for overall retail prices.

Source: Kent Marketing Services, Butane-Propane News, NEB calculations
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Canada and the U.S. have not seen a repeat of the extreme polar vortex witnessed in winter 
2013/14. For the most part, the warmer 2014/15 and 2015/16 winters resulted in less winter 
consumption of propane, and higher inventories following the heating season. 

Despite high U.S. corn harvests in 2014 and 2015 (14.2 billion and 13.6 billion bushels, 
respectively), crop drying demand for propane was lower than it was in 2013. U.S. Midwest propane 
inventories during the crop drying season from early October 2013 to early January 2014 declined 
48 per cent. This significant inventory decline aggravated supply issues during the polar vortex. By 
comparison, U.S. Midwest propane inventories declined only six per cent from early October 2014 
to early January 2015 and seven per cent from early October 2015 to early January 2016.

10. Midstream and Downstream Developments

Western Canada
The Cochin Pipeline stopped receiving propane at the end of March 2014 and was operating in 
condensate import service for the oil sands diluent market by July 2014. Prior to this reversal, 
when the line was flowing propane from Alberta to the U.S. Midwest and Ontario, Cochin’s average 
utilization between 2012 and 2014 was 45 per cent (approximately 32 Mb/d). Now that Cochin 
delivers condensate to the Alberta oil sands, its utilization averages 85 per cent (approximately  
80 Mb/d). 

The reversal of Cochin has placed greater emphasis on using rail to transport Canadian propane 
to market. Also, whereas Cochin primarily served the U.S. Midwest and Ontario markets, propane 
moved by rail can access markets across Canada and the U.S. 

Keyera’s Josephburg rail terminal near Fort Saskatchewan, Alberta was completed in July 2015. 
The terminal has a loading capacity of 40 Mb/d and has the flexibility to handle butanes in addition 
to propane. Keyera also has plans to add 35 Mb/d of propane-plus fractionation18 capacity at its Fort 
Saskatchewan facility, with an anticipated completion date at the end of the second quarter of 2016.

Plains Midstream Canada commenced Phase II of its Fort Saskatchewan Facility Expansion in 
late 2014. The expansion will include construction of a loading terminal with capacity of 60 rail 
cars per day (approximately 45 Mb/d). The expansion also involves debottlenecking of the Plains 
fractionator, increasing inlet capacity from 65 Mb/d to 85 Mb/d, and development of three new 
underground natural gas liquids storage caverns with capacity of 2.2 MMb. 

Pembina’s RFS II project involves expansion of the Redwater Fractionator and Storage facility in 
Redwater, Alberta (north of Edmonton). The project includes a 73 Mb/d ethane-plus fractionator and 
is scheduled for completion in the first quarter of 2016. The RFS III project, scheduled for late 2017, 
will involve construction of a third fractionator to process 55 Mb/d of propane-plus mix. Ongoing 
cavern development at Redwater has also increased propane storage capacity since 2014.

18 �Natural gas is first processed at gas plants to produce a mix of pipeline gas and natural gas liquids. “Fractionation” is the process of 
splitting a stream of natural gas liquids into components, such as ethane, propane, or butanes.
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Ontario and Eastern Canada
Ontario is the largest residential propane consuming region in Canada. Following issues 
encountered during winter 2013/14, infrastructure investments were made to improve the receipt 
and delivery of propane. NGL Supply’s Putnam Terminal in Dorchester, Ontario started operations  
in August 2015 with rail offloading capabilities and 60 thousand U.S. gallons of storage  
(1 430 barrels). In October 2015, Factor Gas Liquids, in partnership with Dowler Karn, established 
the St. Thomas Propane Terminal in southwestern Ontario. The terminal is capable of unloading  
six rail cars per day into a 90 thousand U.S. gallons (2 145 barrels) storage tank, and loading a  
405 barrel capacity Super B truck in 25 to 30 minutes. 

In addition, retailers have also invested in above-ground storage. Stinson and Sons expanded 
storage capabilities in Arnprior, Ontario in 2015. Budget Propane is planning to double storage 
capacity in Cornwall, Ontario in 2016. In Winchester, Ontario, Guy Fuels is installing 30 thousand 
U.S. gallons (714 barrels) of storage. To improve retail delivery efficiency, Parkland and Superior 
Propane implemented new truck routing systems.

Midstream companies in Ontario have also made trucking upgrades, including a new truck loading 
rack at Pembina’s Corunna storage facility in early 2016, and a re-commissioned truck loading rack 
at Imperial Oil’s Sarnia facility in the fall of 2015.

Lastly, in eastern Canada, a new terminal operated by Wilsons with rail offloading and truck loading 
started operation in Moncton, New Brunswick. The Wilsons terminal also includes 120 thousand 
U.S. gallons (2 860 barrels) of storage capacity.

11. Future Canadian Propane Market Developments

Propane Demand in Alberta
In February 2016, the Alberta government launched the Petrochemicals Diversification Program.19 
The program offers $500 million in royalty credits to select petrochemical facilities that apply 
through a competitive process. As petrochemical facilities cannot benefit directly from royalty credits 
because they do not pay royalties, the credits would be traded or sold to an oil or natural gas 
producer who would then use the credits to reduce royalty payments to the Alberta government. 
The program targets the value-added use of methane and propane with the goal of attracting  
$3-5 billion of investment in energy processing to Alberta.

Williams’ continues to move ahead with its proposed propane dehydrogenation (PDH) unit in Fort 
Saskatchewan, Alberta. The PDH unit would consume approximately 20 Mb/d of western Canadian 
propane and produce propylene. An off-take agreement for the propylene was signed in 2015 with 
North American Polypropylene. A final investment decision is planned for late 2016, with operational 
start-up planned for 2019.

19 Government of Alberta, “Petrochemical Diversification Program”, 2016.

http://www.energy.alberta.ca/EnergyProcessing/4130.asp
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Long-Term Propane Exports
Three long-term Canadian propane export projects are currently proposed by Pembina, AltaGas, 
and Petrogas Energy Corp. The AltaGas and Petrogras propane export licence applications are 
currently before the Board, and this propane market update does not provide an indication about 
whether these applications will be approved or not.

In November 2015, the Board approved Pembina’s application to export up to 75 Mb/d of propane 
from Canada for a period of 25 years. The export facility was planned for Portland, Oregon. 
However, in February 2016, Pembina decided that it would no longer pursue the Portland location 
and will now evaluate other sites on the West Coast.20

In February 2016, AltaGas applied to the Board for a 25 year licence to export up to 46 Mb/d of 
propane from a terminal located in Prince Rupert, B.C.21 Propane would be shipped to the terminal 
by rail. AltaGas has stated that if it receives all required regulatory approvals, AltaGas expects to 
reach a final investment decision later in 2016 with first exports targeted for 2018.22

Lastly, in March 2016, Petrogas Energy Corp. applied to the Board for a 25 year licence to export 
up to 107 Mb/d of propane from Canada.23 Petrogas currently operates a propane storage, 
distribution, and export facility in Ferndale, Washington. 

Canada’s Energy Future 2016
In January 2016, the NEB released Canada’s Energy Future 2016, its latest long-term energy 
outlook. The report’s Reference Case24 assumes propane production in Canada gradually grows 
until 2040 due to increasing development of liquids-rich natural gas in the Montney and Alberta 
Deep Basin formations. 

12. Conclusion

The propane market in Canada and the U.S. has undergone substantial changes since 2014. 
While some trends noted in the Final Report continue, especially strong growth in U.S. propane 
production and U.S. exports, other circumstances have changed. High production and storage, 
coupled with weak seasonal demand, caused wholesale propane prices to decline to 14-year lows 
at most hubs, and record lows in Edmonton. Retail propane prices have also declined. 

This decline in prices supports the Final Report’s conclusion (Section 8.4) that:

… price increases and initial local shortages are not indicative of long-term supply-
demand imbalances in the Canadian propane industry. Short-term propane prices have 
historically been volatile due to the industry’s traditional combination of steady supply, 

20 Pembina, “Pembina Pipeline Corporation Reports Strong 2015 Results”, 25 February 2016.
21 NEB Regulatory Document Index. Application by AltaGas LPG General Partner Inc for a Licence to Export Propane. 
22 Calgary Herald, “AltaGas inks deal to build propane export facility on Ridley Island, B.C.”, 20 January 2016. 
23 NEB Regulatory Document Index. Application by Petrogas Energy Corp. for a Licence to Export Propane. 
24 �The projections in Canada’s Energy Future are a baseline for discussing Canada’s energy future today. These projections are based 

on assumptions that allow for analysis of a variety of possible outcomes, and do not represent the Board’s predictions of what will take 
place in the future.

http://www.neb-one.gc.ca/nrg/ntgrtd/ftr/2016/index-eng.html
http://www.nrcan.gc.ca/energy/crude-petroleum/15927#conclusions
http://www.pembina.com/media-centre/news-releases/news-details/?nid=135312
https://docs.neb-one.gc.ca/ll-eng/llisapi.dll?func=ll&objId=2926220&objAction=browse&viewType=1&_gc_lang=_en_US
http://calgaryherald.com/business/energy/altagas-inks-deal-to-build-propane-export-facility-on-ridley-island-b-c
https://docs.neb-one.gc.ca/ll-eng/llisapi.dll?func=ll&objId=2936524&objAction=browse
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fluctuating demand, and complex logistics. While there is sufficient production, storage, 
and transportation infrastructure to meet the future needs of Canadians, utilization of this 
infrastructure throughout the year is often based on market expectations of variables such as 
weather. Accordingly, temporary price spikes and shortages are likely in the future. No other 
factors are expected to exacerbate these challenges or contribute to future shortages and 
price increases.

In other words, despite concerns during winter 2013/14 that prices might remain high and supply 
low because of structural issues in the propane market, the events of the last two years indicate 
otherwise. Furthermore, these events illustrate that the propane market can be highly volatile in 
multiple ways, with prices and supply potentially having large fluctuations in both directions.

The Canadian propane industry appears to have become more cautious in response to the 2013/14 
polar vortex-driven price spike. Midstream and downstream companies have made (and are 
continuing to make) investments in transportation infrastructure to facilitate movement of propane 
from producing regions and storage facilities to distribution terminals and consumers. The Canadian 
propane industry is also looking for new markets and sources of demand. 

The Board remains committed to monitoring propane market developments and keeping Canadians 
informed about these developments through Market Snapshots, price updates, and publications 
such as this update.
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