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Pipeline Kicks Off Boom in
Southeastern B.C.

Construction coincided with
start of other major developments

Construction of the Alaska Highway gas pipeline’s Western
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Leg through southeastern British. Columbia came and wentin a
spurt of activity between August, 1980 and February, 1981. Yet
a number of people representing the business, economic de-
velopment and local government sectors agree the project,
with a peak work force of about 400, helped kick off an
economic boom in the Cranbrook and Fernie, B.C. region
which has not subsided.

~\"The timing of pipeline constuction was great because it
~>curred during the usual slack period for motel and hotel
operators,” comments Wilf Nordick, Commissioner of the East
Kootenay Regional Districts’s Economic Development Com-
mission based in Cranbrook. “Last year was the first time local
accommodation facilities were full year round, and this gave
some who were considering expansion the incentive to do it.”
Whether the pipeline project alone caused the zero vacancy
rate is hard to tell, says Nordick, because it happened just as
other major developments in southeastern B.C. were getting
off the ground, especially in coal, canstuction and the related

spin-off industries.

Approximately $22 million in building
permits were issued this year in
Cranbrook — an all-time record for the
city of about 17,000 people and growing
at an annual rate of six percent. With so
many openings in construction and a
shortage of skilled tradespeople, Nor-
dick is not surprised that some pipeline
crew members, who arrived to work on
the Western Leg, decided to stay once
the project was over. Nordick knows of
atleast one motel where several families
of pipeline workers remained through
the winter after Western Leg construc-
tion shut down, while waiting to find
more permanent housing.

:The Northern Pipeline Agency's
socio-economic terms and conditions
require each segment company of
Foothills Pipe Lines (Yukon) Ltd. to pro-
vide businesses operating in the vicinity
of the pipeline route with opportunities
resulting from construction activity in the

area. Both Sandra Vermette, manager
of the Fernie Chamber of Commerce,
and Howard Luxton, former manager of
the Cranbrook Chamber of Commerce,
are pleased with the involvement of local
businesses in the project. Besides the
motels and hotels, Luxton notes that
food stores, restaurants, entertainment
establishments and vehicle supply,
service and rental outfits did particularly
well. "The pipeline company used the
Chamber’s mailing list to advertise to the
business community: ‘We're coming in,
do you have a service that may be of
assistance?' Since vehicles had to be
rented locally, it meant a boost to
Cranbrook dealerships. At times over
100 trucks and buses were leased to
pipeline people.” Vermette recalls how
one restaurant in Femie would open at
five o'clock in the morning to prepare
breakfast and pack lunches for the
pipeline crew, "| also noticed gas sta-

tions keeping longer than normal hours
to service the crew’s vehicles.”

Fernie's mayor, Gus Boersma, admits
he was initially apprehensive of the ef-
fect a large crew would have on the resi-
dential community of about 8,000,
located in the Elk Valley and surrounded
by the Rocky Mountains. “"Many pipe-
liners brought their families along, which
may have made housing more difficult,’
he remarks, "but was fantastic as far as
peace and quiet were concerned.
Boersma says the scheduling of West-
ern Leg construction in the Fernie area
fit in well, because it did not conflict with
the ski season in terms of accommaoda-
tion. "The buik of the job was done and
the crew had moved on to the next sec-
tion by the time the onslaught of sk
traffic had begun.”

Prior to the start of the pipeline project
in southeastern B.C., environmental
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Incentives For Effective Cost Control

The National Energy Board's review,
released in August, of the final design
cost estimates for Eastern and Western
Leg facilities of the Alaska Highway gas
pipeline in Canada helps establish a
basis to measure the performance of
Foothills Pipe Lines (Yukon) Ltd. in con-
trolling project costs. As part of the 1977
Canada-United States Pipeline Agree-
ment, the companies owning the line in
each country are provided with anincen-
tive scheme to keep expenditures to a
minimum, consistent with sound design,
engineering and operating practices.
Known as Incentive Rate of Return
(IROR), the scheme allows the owner
companies a higher rate of financial re-
turn on their equity investment in the
project if actual costs prove lower than
the estimated costs, and a reduced rate
of return if costs exceed the estimate.

Novel regulatory mechanism

“The IROR concept is a novel regula-
tory mechanism,” says Jim Buchholz,
Manager of Project Scheduling for the
Northern Pipeline Agency. "It offers pro-
ject sponsors a positive reward for
superior cost and schedule control in a
format which is not available with con-
ventional methods of determining the
rates charged for use of pipeline
services."” Buchholz explains that under
traditional rate-making practices, reg-
ulatory review of expenditures takes
place after the project is completed, with
the risk to investors that imprudently in-
curred expenses will be disallowed and
therefore not recoverable in the rates
charged.

Both the U.S. Federal Energy Reg-
ulatory Commission (FERC) and the
Canadian National Energy Board (NEB)
have held public hearings over the past
two years, dealing with the application of
the incentive scheme to the pipeline pro-
ject and the determination of final design
cost estimates for Phase | construction
as a basis for comparison with actual
costs.

In its August decision, based on a
hearing held last spring in Ottawa, the
NEB disallowed about two percent
of the total estimates for the Western
Leg and about five percent for the East-
ern Leg, submitted by the company at
$167,379,000 and $653,942,000 re-
spectively.
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The Northern Pipeline Agency was created by Parliament in April, 1978 to oversee
the planning and construction of the Alaska Highway gas pipeline project in Canada
Enquiries or suggestions regarding the Agency’s publication Pipeline are welcome
and may be directed to:

I * Northern Pipeline Agency
Canada ‘
Canadi

4th Floor
400-4th Avenue S.W.
Calgary, Alberta
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