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Pipeline Cost Drops By $10 Billion

The estimated as-spent cost of the
Alaska portion of the Alaska Highway
gas pipeline has been substantially
reduced as a result of lower inter
est and inflation rates and design
modifications.

In the spring of 1981, it was esti-
mated that the amount of money spent
in building the Alaska portion of the
line, including the conditioning plant,
would be inthe neighbourhood of $30
billion, assuming a completion date
of 1987. Recent recalculation by the
partners in the project places the
estimated as-spent cost at around $20
billian, assuming a completion date
of 1989.

Studies completed by Northwest
Alaskan Pipeline Company during the
first half of 1983 prove that a new
process for removing carbon dioxide
from natural gas will reduce by ahout
20to 25 percentboththe construction
and operation costs of the $3.6 billion
(U.S. 1980) gas conditioning plant to
be built at Prudhoe Bay, Alaska. The
new treatment process will also burn
less gas and, in turn, increase the
amount of energy delivered to the
Alaska Highway gas pipeline system
by approximately one percent.

Northwest Alaskan has revised the
design of the facility to accommodate
the change, which could reduce the
number of modules required for the
plant from 150 to 100. This would
shorten the delivery period to two
years from the original estimate of
three years required to transport the
modules north. The design modifica-
tions are subjectto review and approval
by the Office of the Federal Inspector.

As of the end of September, the
Alaskan sponsors have about 45 em-
ployees, including contractor per-
sonnel, and plan to maintain this level
until year end.

Final negotiations are under way
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for the takeover of Northwest Alaskan's
parent company, Northwest Energy
Company, by The Williams Companies
of Tulsa, Oklahoma. All signs indicate
the new sponsors will continue to pur
sue Northwest's interests in the Alaska

Highway pipeline, says Joe Vallely,
spokesman for Northwest Alaskan.

Canadi













_4——

continued ...

Project L velopments in Retrospect

the already sharp rise being experi-
enced in the lower 48 states and other
industrial countries.

Because these adverse experi-
ences were sharply etched on the
minds of many people on this con-
tinent, there was a strong determina-
tion on the part of the authorities in
both countries that every effort should
be made to avoid a repetition when
building a pipeline of several thousand
kilometres to carry Prudhoe Bay gas
to markets in the western and mid-
western U.S. states.

Certain of the safeguards were built
into the bilateral agreement between
the two countries. The provisions for
establishment of an incentive rate of
return for the sponsor companies
undertaking the project and for co-
ordinating the efforts of the two coun-
tries, for example, were among the
measures aimed at ensuring tighter
cost control than that experienced in
the case of the oil line. Through their
own implementing legislation, each
country sought in its own way to deal
with these and other problems experi-
enced earlier in Alaska.

Focus on social and
environmental concerns

The sensitivity of social and envi-
ronmental problems bred by the Alaska
experience undoubtedly played an
important part in the decision by the
Canadian government to establish the
inquiry into the impact of a pipeline
along the North Slope of Yukon and
along the Mackenzie Valley under
Mr. Justice Berger. It was concern
about these same issues that led both
Mr. Justice Berger and the National
Energy Board to recommend in favour
of the Alaska Highway gas pipeline,
which had the virtue of avoiding both
routes and instead following already
established corridors.

As | have already indicated, the
Northern Pipeline Act approved by
Parliament in April 1978 provided a
broad framework of legislation de-
signed to enable Canada to avoid or
minimize many of the kinds of prob-
lems experienced earlier in Alaska.
The legislation, together with the
Northern Pipeline Agency created
under it, were intended to achieve
several objectives. Essentially they

Eastern Leg in Canada.

involved building of the pipeline in
Canada in a manner that would gen-
erate the greatest possible economic
benefit and have the least possible
adverse impact socially and environ-
mentally with respect to the land and
people located along the pipeline
route, while at the same time providing
strong stimulus on a national basis
to economic activity, job creation,
research and industrial development.
The Agency itself has been unique
in many respects. To a considerable
extent, it has served as a ‘single
window' in exercising federal juris-
diction over the project. The Agency
has maintained a close working rela-
tionship with the National Energy
Board, one that has been enhanced
by the appointment of a member of
the Board to serve as the Designated
Officerin the Agency and to exercise
the many NEB powers delegated to
that official. The powers of a number
of other departments as they involve
the pipeline have also been trans-
ferred to the Agency. Beyond that,
the Agency has worked ciosely as
required with other federal depart-
ments and agencies involved in the
project, with provincial and territorial
officials, and with U.S. officials in an
effort to achieve the co-ordination and
co-operation essential to the smooth
development of the undertaking.
Onthe basis of experience to date,
| think it can be fairly said that the
mechanisms created by bilateral agree-
ment and national laws have worked
reasonably well in serving the interests
of both Canada and the U.S. First-
stage construction of the southern
segments has been completed for

more than a year and gas flowing
through the Eastern and Western
Legs—if only at a much reduced
volume.

What has not worked out nearly so
well is the timetable laid down in the
Canada-U.S. agreement, which antici-
pated the entire pipeline would have
been completed and in operation by
January of this year. Some of the
earlier delays in moving forward were
undoubtedly the result of difficulties
with the political process. It was, for
example, more than a year after the
agreement was signed before Con-
gress could reach an accord on the
all-important new gas pricing regime
to be put into effect to replace one
that had become glaringly cutdated.
For agreat many months, the pipeline
sponsors in both Canada and the U.S.
were also restrained from pushing
actively to clear the way for a start on
construction of the northern segments
because of the prolonged period re-
quired before agreementwas reached
on crucial amendments to the U.S.
legislation by the Administration and
Congress.

Project delay result of
economic downturn

More recently, the delays in pro-
ceeding with second-stage construc-
tion of the remaining northern seg-
ments of the system have been due
to factors beyond the control of any
one country. A year ago last March,
the sponsors in Alaska were antici-
pating completion of the Alaska portion
by late 1987. Within six weeks they
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