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December 31, 1979.

Dear Sir:

| have the honour to present the Annual Report of the Northern Pipeline
Agency for the fiscal year ending on March 31, 1979, together with the report of
the Auditor General on the accounts and financial transactions of the Agency
for the same period, for submission by you to Parliament as provided for under

Section 13 of the Northern Pipeline Act.

Yours sincerely,

Mitchell Sharp, j

Commissioner,
Northern Pipeline Agency.

The Honourable Robert R. de Cotret, P.C,
Minister responsible for the
Northern Pipeline Agency,
Ottawa, Ontario.
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The Founding of the
Northern Pipeline Agency

The Northern Pipeline Agency was established
with the proclamation of the Northern Pipeline Act
on April 13, 1978, for the purpose of overseeing the
planning and construction of the Canadian portion
of the Alaska Highway gas pipeline to provide
access to the substantial Arctic natural gas reserves
of both Canada and the United States.

In addition to creating the Agency, the Act pro-
vides the legisiative authority required to implement
the bilateral agreement between the two nations of
September 20, 1977, which governs the joint under-
taking of the 9,000-kilometer {5,500-mile} system. A
brief description of this system can be found in
Appendix B.

The Agency was created as the principal instru-
ment for carrying out the objects of the tegislation
approved by Parliament. The Agency's mandate is
twofold. It is required to facilitate the efficient and
expeditious planning, construction and initial oper-
ation of the system in Canada by Foothilis Pipe Lines
(Yukon) Ltd. and five of its subsidiary companies. It
is also required to ensure that the project is carried
forward in a way that will yield the maximum
economic energy and industrial benefits for Cana-
dians with the least possible social and environ-
mental disruption. In particular, the Agency is
directed by the Act to take account of the local and
regional interests of residents, especially native
residents, in areas affected by the undertaking.

In an unprecedented step, the House of Commons
in April, 1978, agreed to the establishment of a
Standing Committee on Northern Pipelines to main-
tain continuing surveillance over the implementa-
tion of the Northern Pipeline Act and the
operations of the Northern Pipeline Agency. The
Committee conducted several meetings following
its formation in June of that same year to hear
testimony from senior officers of the Agency and of

the Canadian and United States project companies,
as well as others.

In October, 1978, the Senate also adopted a
motion for the establishment of a Special Committee
on the Northern Pipeline with authority to “inquire
into all matters relating to the planning and con-
struction of the pipeline for the transmission of
natural gas from Alaska and Northern Canada
..." The Senate Committee subsequently held a
number of hearings related to the project during the
course of the year.

The Northern Pipeline Agency was established to
provide a ‘single window' for the conduct of virtually
all dealings at the federal level with the Foothills
group of companies which was authorized under the
Act to undertake the project in Canada. In keeping
with the provisions of the legislation, itis anticipated
that many of the requlatory powers of other federal
departments and agencies relating to the planning,
construction and operation of the Canadian system
will be transferred to the Northern Pipeline Agency.
The principal exception involves responsibilities
reserved exclusively to the National Energy Board or
shared between the Board and the Agency. In
addition, the Agency is responsible for facilitating
the co-ordination of activities bearing on the project
that involve other arms of the federal government,
other levels of government in Canada, and U.S.
departments and agencies.

The management and direction of the Agency
come under the authority of a Minister designated
for this purpose by the Governor in Council. A
Commissioner appointed by Order in Council
serves under the Minister as his deputy in charge
and is based at the Agency’s head office in Ottawa.
The main operational office is located in Calgary
and functions under the direction of an Administra-
tor appointed by Order in Council, who is also






Major Developments Relating to
the Alaska Highway Gas Pipeline

Legislative and Regulatory Delays
Encountered in the United States

By Joint Resalution of the House of Representa-
tives and the Senate, the United States Congress on
November 2, 1977, approved the Decision and Re-
port submitted to it in September, 1977, by the
President recommending construction of the Alaska
Highway gas pipeline in keeping within the terms of
the Canada-L).S. Pipeline Agreement. The Decision
was formally enacted into law with the signing of the
Joint Resolution by President Carter on November
8, 1977.

Despite the expeditious approval by Congress of
the joint Canadian-U.S. undertaking recommended
by the President, a series of other legislative and
regulatory hurdles were encountered in the United
States during the balance of the year which seri-
ously impeded progress on the project. While the
bilateral agreement established a timetable which
envisaged the flow of gas from Alaskato the lower48
states commencing by January 1, 1983, the con-
sortium of companies sponsoring the pipelineinthe
United States concluded that the commencement of
operations could not begin before Novernber, 1984,
because of these delays.

The tirst major obstacle arose out of the extended
debate in Congress over the National Energy Plan
presented to it by the Administration on April 20,
1977. One of the most controversial measures in-
volved a Bill to establish a new regime with respect
to the pricing of natural gas both at the well-head
and in sales to the ultimate consumer—the de-
termination of which was an essential prerequisite to
the development of planning forthe Alaska Highway
pipeline system. A prolonged deadlock between the
two Houses was not overcome until October 15,

1978, when the energy legislation, including the
Natural Gas Pricing Act of 1978, was approved by
Congress. It was signed into law by President Carter
on November 9, 1978.

Within a matter of months following the passage
of this legislation, however, it became increasingly
evident that considerably more time than originally
anticipated would be required to resclve a number of
outstanding regulatory issues, many of which in-
volved the breaking of major new policy ground.
These included decisions on the innovative rate of
return formula to apply to equity invested in the
project companies, which both the U.S. and Cana-
dian governments agreed should be established to
provide a substantial incentive for them to build the
system as economically and efficiently as possible.
A second major issue concerned the allocation of
the significant costs involved in conditioning the gas
at Prudhoe Bay as between producers and shippers.
A third set of issues related to the design pressure
and capacity of the system in Alaska and its prox-
imity to the Trans-Alaska oil pipeline—which it will
generally parallel to a point near Fairbanks, while a
fourth involved the tariff system to govern the
transportation of gas through U.S. segments of the
system.

The Alaska Natural Gas Transportation Act of
1976, which was adopted by Congress to expedite
the process under which the United States could
gain early access to its reserves in Prudhoe Bay,
provided for the creation of the Office of the Federal
Inspector. The primary function envisaged for that
cffice was to oversee the implementation of require-
ments imposed by various federal departments and
agencies in an effort to avoid the costly delays
encountered in the building of the Trans-Alaska oil
pipeline because of the absence of such co-
ordination. Although the limited reorganization plan
required for the creation of the Office of the Federal
Inspector had still not been submitted to Congress
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for its approval by the end of March, 1979, President
Carter stated his intention at mid-month to put the
plan forward early in April, 1979.

Pre-Building of the Southern Segments of
the System

Inits report of July, 1977, recommending approval
of the Alaska Highway gas pipeline project, the
National Energy Board raised the possibility of ‘pre-
building’ the southern portion of the proposed
system in Canada and the eastern and western legs
to the lower 48 L.S. states initially to export to the
United States any Alberta gas that might be found to
be surplus to Canadian needs. in his Decision and
Report to Congress on the Alaska Natural Gas
Transportation System of September, 1977, Presi-
dent Carter also supported the pre-building concept
in principle. o

While the concept was a subject of extensive
public discussion in Canada, the applications for
authorization to export Alberta gas through the pre-
built segment was deferred for a number of weeks
foilowing the publication by the National Energy
Board of a report on domestic natural gas supply
and requirements in February, 1979. Among other
things, the report set out the Board's conclusions at
that time in respect of the amount of gas surplus to
Canadian needs that might be made available under
varipus circumstances for export to the United
States. In the United States, however, the Federal
Energy Regulatory Commission (FERC) gave con-
ditional approval in June, 1978, to the import
through pre-built facilities by Northwest Ataskan
Pipeline Company of 1.04 billion cubic feet of gas a
day from Pan-Alberta Gas Limited, an affiliate of
Alberta Gas Trunk Line Company Limited — one of
the major sponsors of Foothills. Final approval was
made subject to the receipt of many other related
authorizations required in both countries.

Revised Agreement on Pipe Size and
Pressure

In its application to the National Energy Board,
Foothills Pipe Lines (Yukon} Ltd. originally pro-
posed that the section of the system from the
Alaska-Yukon border to the point where it bifurcated
near Caroline in Alberta should consist of pipe 0f 48
inches in diameter capable of operating at a pres-
sure of 1260 pounds per square inch (psi). In the
September, 1977, pipeline agreement between Ca-
nada and the United States, provision was made for
establishment of a Technical Study Group to con-
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sider the relative merits of two aiternative designs
from the point of view of safety, reliability and
economic efficiency. These involved pipe of 48-inch
diameter operating under pressure of 1680 psi and
54-inch pipe under pressure of 1120 psiforthe 1,053
miles of the system between Whitehorse in the
Yukon and Caroline in Alberta that would be built to
transmit both Canadian and U.S. gas from the
Arctic. At the same time, the agreement stipulated
that the “decision relating to pipeline specifications
remains the responsibility of the appropriate regu-
latory authorities.”

Following meetings of the Technicai Study Group,
the National Energy Board indicated in a statement
on its position which it issued on February 17, 1978,
that it was not prepared to support the 4B-inch
diameter, high pressure pipe design favoured by
U.8. authorities. The Board concluded that such a
system would represent “a large step into new
technology” that raised major questions of safety
and reliability. Resolutions of those questions could
result in delays of up to two years according to
estimates of Foothills, the Board said, which was
contrary to the interests of both countries.

The Board stated, however, that it was prepared to
approve the second preference of the United States
— ab6-inch diameter system operating at 1080 psi —
which it concluded was more fuel-efficient than the
54-inch alternative referred to in the agreement
between the two countries. The report noted that
two Canadian mills could produce pipe of either of
these specifications, while only one could manufac-
ture the heavy-walled pipe required for the 48-inch
high pressure system. Through an exchange of
notes between the two governments on June 6,
1978, the bilateral agreement was amended to allow
for adoption of the 56-inch system between White-
horse and Caroline and to provide for necessary
revisions to sections dealing with the filed capital
costs of the pipeline in Canada.

Agreements between Foothills and the
Canadian Government

Although it was not included in the application for
certification submitted by Foothills, the National
Energy Board recommended that the federal
government seek the concurrence of the company
with respect to the possible construction of all
facilities required to transport natural gas reserves
in the Mackenzie Delta of the Northwest Territories
to southern Canadian markets. )

In keeping with that concept, Foothills entered
into two agreements with the federal government on
May 4, 1978. Under those agreements, the company
undertook to submit an application to the National
Energy Board for authority to construct the so-






Agency Activities

The Northern Pipeline Agency has been actively
engaged in many areas during its first year of
operation in order to meet its responsibilities under
the Northern Pipeline Act.

Two major areas of activity have been:

— the development of proposed socio-economic
and environmental terms and conditions,
which, together with the technical require-
ments, will govern the design, construction
and initial operation of the pipeline;

— overseeing the preparation of procurement
and manpower plans by the project companies,
which under the Act are required to submit
these plans to the Minister for approval.

During the year, the Agency’s operaticnal head-

quarters in Calgary began to engage qualified per-
sonnel to undertake these functions — the extent of
the build-up being governed by the stretch-out in
the construction timetable. Agency staff recruited
during the pericd represented a blend of expe-
rienced personnel from both the private and public
sectors. The regional offices in Whitehorse, Yukon
Territory, and in Vancouver, British Columbia report
to the operational headquarters in Calgary.

The Agency has established a sound working
relationship at all levels with Foothills Pipe Lines
(Yukon) Ltd. and its subsidiary companies.

Consultations with the Public, Particular
Interest Groups and Other Levels of
Government

Under the terms of the Northern Pipeline Act, the
Northern Pipeline Agency is required to undertake
widespread consultation with the public generally,
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with particular groups, and with other levels of
government so as to take the fullest possible
account of their interests and concerns. The legisla-
tion in particular imposes a responsibility on the
Agency to “facilitate the efficient and expeditious
planning and construction of the pipeline taking into
account lecal and regional interests, the interests of
residents, particularly the native people . . .” The
Agency is required to maintain close consultation
with provincial and territorial governments in an
effort to co-ordinate their respective operations in
relation to the project. As noted previously, the Act
also calls for the establishment of an advisory
council for the Yukon and allows for the establish-
ment of similar councils in other areas to provide a
source of continuing advice to the Minister respon-
sible for the Agency on all matters relating to the
pipeline. During the course of the year, the Agency
engaged in a number of activities with respect to
these obligations.

1. Development of Socio-Economic and Environ-
mental Terms and Conditions lo Apply to the
Foothills Companies

A major preoccupation of the Agency over the
year was the development of proposed socio-
economic and environmental terms and conditions
to govern the planning, construction and initial
operation of the system by the various Foothills
companies. These terms and conditions were not
developed in a vacuum. They reflect many of the
concerns expressed by Canadians before the
Berger, Hill and Lysyk inquiries and the National
Energy Board, submissions by various interest
groups and departments of the federal, provincial















Bids received by the October 2, 1978, deadline
were evaluated by Foothills on the basis of three
major criteria — competitiveness, technical accept-
ability, and potential economic and industrial
benefits to Canada. Based on this evaluation,
Foothills concluded that the tenders submitted by
the Steel Company of Canada (STELCO) and the
Interprovincial Steel Company (IPSCO) were
clearly superior on all three counts. Both Canadian
steelmakers’' bids were substantially lower in price
than the U.S. competition, as well as being price
competitive with all contingent suppliers.

As approved by the Minister, Foothills began
detailed pipe negotiations in January, 1979, with
STELCOQ and IPSCO for the purpose of warking out
final contracts with the two companies. The vatue of
the pipe contracts to the two Canadian suppliers is
expected to exceed $1 billion and to generate about
8,000 man-years of direct employment in the steel
industry and an estimated 16,000 man-years in
ancillary service and supply industries.

Manpower Plan

Under Schedule 11l of the Act, Foothills is required
to:

“submit to the Minister, on or before a date to be
fixed by him, a detailed manpower plan designed to
ensure the maximum possible use of Canadian labour
in the planning, construction and operation of the
pipeline.”

In consultation with the Canada Employment and
Immigration Commission (CEIC), the Agency dev-
eloped a set of guidelines to be used by the company
in preparing the manpower plan. On November 29,
1978, the Minister formally issued the guidelines to
the company and set the following dates for receipt
of manpower plans:

February 15, 1979 — Construction of pre-build
{southern) portion;

May 1, 1979 — Construction of northern
portion;

{date to be set) — Operation and maintenance
of line.

In compliance with this order, the company sub-
mitted a draft manpower plan for the construction of
the pre-build portion in four volumes. This document
was reviewed by officials of the CEIC and the
Agency, who requested that a number of revisions
be undertaken. Foothills is currently redrafting the
plan for submission by late 1979.

The Agency subsequently agreed that the May 1,
1979, date set for receipt of the plan for the northern
portion of the system was no longer appropriate in
view of the anticipated delay of the start-up of
construction. As a result, the company was relieved
of this deadline. Agency and company officials were

continuing consultations on the most appropriate
timing for submission of the remainder of the plan.

Engineering Activities

The Agency is responsible in broad terms for
approving the engineering design of the pipeline by
Foothills and ensuring that the materials used and
the methods and procedures for constructing the
pipeline meet the necessary requirements.

Orders

On January 31, 1979, the Designated Officer, with
the concurrence of the Minister responsible for the
Agency, issued the first five formal orders to Foot-
hills. These orders directed that, prior to the con-
struction of any portion of the pipeline, each of the
segment companies submit the following for his
approval:

(a) detailed engineering designs, including such
specific tests, operations and maintenance
procedures as are relevant;

(b) proposed pipeline project scheduling and
cost-control procedures; and

{c) proposed construction and inspection speci-
fications and procedures.

In making such submissions, the Foothilis com-
panies are required to comply with applicable
reguiations of the National Energy Board.

These orders deal with highly technical engineer-
ing provisions relating to the entire Alaska Highway
gas pipeline system in Canada with which the
Foothills group of companies will be required to
comply. Should particular problems with respect to
specific sites along the pipeline route become evi-
dent as a result of public review of the environ-
mental and socig-economic conditions, further
technical orders will be issued as required to meet
them.

The orders of the Designated Officer and the
legislation require Foothills to undertake compre-
hensive experimental work and testing prior to the
construction of any portion of the pipeline. The
Agency has held extensive discussions with Foot-
hilis in connection with two such major projects
being undertaken by Foothills with respect to frost
heave and thaw settlement and pipe durability. The
result of these tests will be studied to determine the
most feasible means of controlling problems involv-
ing frost and thawing and ductile fractures—that is,
fractures along the length of pipe. These mitigative
measures will subsequently be incorporated in the
tinal design of the system that Foothills will be
required to adopt.
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of special measures that may be adopted for fracture
arrest.

A new burst test facility scheduled to be built at
Rainbow Lake, Alberta, is designed to be a Canadian
research establishment capable of investigating
various modes of pipe fracture and associated
phenomena. The completion date for this facility is
scheduled for November, 1979, and the first test to
be conducted will use the line pipe proposed for the
project. The objectives and plans for this facility are
under continuing review by the Agency.

Prior to the completion of the Northern Alberta
Test Site, arrangements were made for the British
Gas Corporation to conduct two full-scale burst
tests to determine the adequacy of concrete weights
and heavy wall pipe as mechanisms for fracture
arrest. The first test was conducted on November 14,
1978, at the British Gas Corporation’s Spadeadam
Site near Newcastle. The Agency was represented,
along with officials of Foothills Pipe Lines {Yukon)
Ltd., the National Energy Board, and the U.S. Depart-
ment of Transportation. The final report on this test
remains to be received by the Agency. The second
burst test, also to be conducted by the British Gas
Corporation, is scheduled for August, 1979.

General Engineering Review

Other general engineering design activities
undertaken by the Agency over the past year in-
cluded the following reviews:

a) bidding document prepared by Foothills, en-
titted “Specifications for Line Pipe, Gas
Turbine Compressor Packages, and Large
Diameter Vaives and Fittings”;

b) the analytical basis used in developing com-
puter programs by The Alberta Gas Trunk Line
Company Limited and by Westcoast Trans-
mission Company Limited for conducting gas
flow studies for their segments of the project;

¢) a study prepared by Foothilis Pipe Lines
(Yukon) Ltd. entitled “Preliminary Engineering
Project Network Analysis” dealing with project
risk management;

d) numerous geotechnicai and geophysical sur-
veys and laboratory and drilling reports
received from Foothilis Pipe Lines {South
Yukon) Ltd.;

e) a preliminary report on compression system
design entitled “Unified Hydraulic System De-
sign”, which led to a request for additional
information on optimization and reliability
studies for the system;

f} a report on Selected Stream Crossings in the
Yukon prepared for Foothills Pipe Lines (South
Yukon) Ltd.;

g) technical sections of Environmental impact
Statement prepared by Foothills Pipe Lines
{South Yukon) Ltd;

h) contents of preliminary pipeline alignment
sheets and certain typical pipeline drawings.

In addition, the Agency also established guide-

lines for the design of river crossings.

Plans, Profiles and Books of Reference

Under the terms of the Northern Pipeline Act, the
Company is required to submit plans, profiles and
books of reference, which must be approved by the
Designated Officer under the powers, duties, and
functions delegated to him by the National Energy
Board before construction of any part of the pipeline
can be commenced.

In an effort to ensure that appropriate and timety
action can be taken, ciose liaison was maintained
between the Company’s and the Agency’s staff to
define the details and information to be shown on
the required plans, profiles and books of reference.
To date, no approvals have been granted.

Project Control

The first series of orders issued to Foothills by
the Designated Officer required the company to
develop procedures for scheduling and cost control,
including such items as work breakdown structure
and cost estimating, ail of which are essential for
properly managing an undertaking of such enor-
mous dimensions as the Alaska Highway gas pipe-
line. The establishment of effective control proce-
dures are particularly important from Canada's
point of view. In light of the provision in the
bilateral agreement, the share of the cost of trans-
porting Canadian gas through the Dempster Lateral
between Whitehorse and Dawson is to be borne by
the United States and is determined by the total cost
of the main pipeline system in Canada.

The Agency will have its own staff group to
monitor the company's activities in these areas so
that it is in a position to determine whether the
project is proceeding as planned.

Loss of tight control over either the expenditure
or scheduling aspects of the project could result
in significant cost overruns—as was the case in the
construction of the Alyeska oil pipeline in Alaska.
The Agency, therefore, has a considerable respon-
sibility to monitor Foothills' activities in relation
to cost contro! and schedufing to ensure to the
greatest extent possible that the pipeline is built
on time and within budget in the interest of all
Canadians.
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It should be noted that if Foothills is unable to
reach an agreement with a landowner, it has the
power, under the National Energy Board Act, to
expropriate private lands for the purpose of this
pipeline. Neither the Northern Pipeline Agency nor
the National Energy Board has any direct control
over the amount of compensation paid to an ex-
propriated [andowner, a matter that is ultimately
subject to adjudication by the courts.

As indicated previously, no acquisition of private
lands for the pipeline was undertaken during the
year.

The Federal Regulatory Role

The Northern Pipeline Agency, as previously
noted, was established to provide a 'single window’
through which to conduct virtually all dealings atthe
federal tevel with the Foothilis group of companies—

the principal exception being responsibilities speci-
fically reserved to the National Energy Board.

The Northern Pipeline Act authorizes the Gover-
nor in Council to transfer to the Minister responsible
for the Northern Pipeline Agency the authority
provided under Acts administered by other federal
departments and agencies which apply to the
project as a means of implementing this single
window approach.

Discussions continued throughout the year on the
possible transfer of such powers. In cases where
the transfer of jurisdiction was considered to be
neither necessary nor practical, the Agency began
the development of arrangements for close co-
operation between itself and the other federal
bodies involved. These included Transport Canada
with respect to its responsibilities for navigable
waters and the Canadian Transport Commission
with respect to its responsibilities for railway opera-
tions. Co-operative arrangements were also being
worked out with the International Boundary Com-
mission and the International Joint Commission on
border and river crossings.
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Financial

Section 12 of the Northern Pipeline Act provides
for an annual audit of the accounts and financial
transactions of the Agency by the Auditor General
of Canada and for a report thereon to be made to the
Minister. Section 13 of the Act requires the Auditor
General's report to be laid before Parliament,
together with the Minister's annual report on the
operations of the Agency. To comply with these
requirements, the report of the Auditor General on
the accounts and financial transactions of the
Agency for the period April 13, 1978, to March 31,
1979, is reproduced as Appendix “A” to this report.

Supplementary Estimates A, 1978-79, provided
$4.2 million for the operation of the Agency in its
first year. Actual expenditure was $3.1 million,
approximately $1 million less than the amount
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approved by Parliament. The number of man-years
authorized for 1978-79 amounted to 50, of which
only 38 were used. Both the spending and the
manpower of the Agency were significantly below
approved levels because of the delay in construction
of the pipeline,

Section 29 of the Act provides for recovery of the
costs of the Agency from the company constructing
the pipeline in accordance with regulations made
under sub-section 46.1 (2) of the National Energy
Board Act. These regulations were approved by the
Governor in Council April 24, 1978. During the year
ended March 31, 1979, recoveries totalling $1.7
million were made and credited to the Consolidated
Revenue Fund. The balance of $1.4 million was due
to be recovered in the Fiscal Year 1979/80.



AUDITOR GENERAL OF CANADA

Appendix A

The Honourable Walter David Baker, P.C., Q.C., M.P.,
Minister Responsible for Northern Pipeline Agency,
Ottawa,Ontario.

| have examined the statement of expenditure and recovery of costs of the
Northern Pipeline Agency for the period April 13, 1978 to March 31, 1979. My
examination was made in accordance with generally accepted auditing
standards, and accordingly included such tests and other procedures as |
considered necessary in the circumstances,

In my opinion, this financial statement presents fairly the results of the
operations of the Agency for the period April 13, 1978 to March 31, 1979 in
accordance with the accounting policies set out in Note 2.

S At o Lot pe

Senior Deputy Auditor General
for the Auditor General of Canada

Ottawa, Ontaric
August 2, 1979

VERIFICATEUR GENERAL DU CANADA
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NORTHERN PIPELINE AGENCY

(Established by the Northern Pipeline Act)

Statement of Expenditure and Recovery ot Costs for the period

April 13, 1978 to March 31, 1979

Expenditure

Salaries and employee benefits
Travel and communications
Rentals

Professional and special services
Furniture and equipment
Leasehold improvements
Materials and supplies
Advertising

Other

Expenditure provided by:

Privy Council Vote 30a
Statutory—Contributions to employee benefit plans

Recovery of costs of the Agency from Foothills Pipe Lines
{Yukon) Ltd. credited to the Consolidated
Revenue Fund

Expenditure April 13, 1978 to March 31, 1979

Less: Portion of 1978-79 expenditure to be recovered
in following year

$1,285,129
451,199
420,874
412,905
272,406
177,776
90,866
21,505
3,022

$3.135,682

$2,951,682
184,000

$3,135,682

$3,135,682

1,454,009

$1,681,673

The accompanying notes are an integral part of the financial statement.

Approved:

Commissioner / Chiaf Financial Officer
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NORTHERN PIPELINE AGENCY

Notes to Financial Statement March 31, 1979

1. Objective

The Agency was established on April 13, 1978 to facilitate the efficient
and expeditious planning and construction of the Alaska Highway Gas
Pipeline in a manner consistent with the best interests of Canada as
defined in the Northern Pipeline Act, 1977-78, ¢. 20.

2. Significant accounting policles
(a) Expenditure

Expenditure is recorded on a cash basis modified to include payments
in April relating to work performed, goods received or services
rendered prior to March 31, which basis is consistent with that used by
departments of the Government of Canada.

(b) Cost-recovery

The amounts required to finance the transactions of the Agency are
provided through parliamentary appropriations. However, costs are
fully recoverable from Foothills Pipe Lines (Yukon) Ltd. and are
credited to the Consclidated Revenue Fund. As the Consolidated
Revenue Fund is maintained on a cash basis, the financial statements
do not record the full recovery of costs for the fiscal period to March 31,
1979. The balance of 1978-79 expenditure will be recoverable in
1979-80 and recorded in the financial statements for that period.

(c) Services provided by other government departments

As the costs of the Agency are to be recovered, arrangements are
being made with other government departments to charge the Agency
for any services rendered. These arrangements should be completed
in 1979-80.

3. Employees’ contingency payment

in order to compensate senior employees who agree to remain with
the Agency to the completion of its responsibilities or as fong as they may
be required, the Treasury Board has approved paymentto these employees
on termination of an amount equivalent to 13% of total salary paid. These
amounts, estimated at March 31, 1979 to total $69,000 will be charged
in the year in which payment is made.
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Appendix B

Project Description

The Alaska Highway gas pipeline projectis a large
diameter pipeline system that will initially transport
Alaskan natural gas across a Canadian land bridge
to the lower 48 states.

The second phase of the project consists of the
Dempster Lateral connection, which will provide
access to Canadian gas reserves in the Mackenzie
Delta/Beaufort Sea, if and when the lateral is
approved.

Foothills Pipe Lines (Yukon) Ltd. of Calgary,
Alberta is the parent company responsible for the
Canadian portion of the project. Foothills Pipe Lines
{Yukon) Ltd. is owned egually by The Alberta Gas
Trunk Line Company Limited of Calgary, Alberta
and Westcoast Transmission Company Limited,
Vancouver, B.C.

The mainline system in Canada will be built in five
segments by five subsidiaries:

Foothills Pipe Lines (South Yukon) Ltd.

Foothills Pipe Lines (North B.C.) Ltd.

Foothills Pipe Lines {Alta.) Ltd.

Foothills Pipe Lines {South B.C.) Ltd.

Foothills Pipe Lines (Sask.) Ltd.

A sixth subsidiary, Foothills Pipe Lines (North
Yukon) Ltd., may build the Dempster Lateral, if and
when it is approved.

In the United States, the Alaskan segment will be
buiit and operated by the Northwest Alaskan Pipe-
line Company cn behalf of the Alaskan Northwest
Natural Gas Transportation Company. South of the
49th parallel, Northern Border Pipeline Company, a
consortium of U.S. transmission companies will
construct the eastern leg of the system. Two Cali-
fornia companies, Pacific Gas Transmission Com-
pany and its parent corporation Pacific Gas and
Electric Company, will construct the western leg.

The mainline project will comprise atmost 7,720
km of pipe in the two countries. The diameter of
the pipe will be of 1,422, 1,219, 1,067 and 914 mm. A
total of approximately 3,270 km wiil be in Canada,
1,180 km in Ataska and 3,270 km in the United States
south of the 49th parallel.’

* The total project will comprise almost 4,790 miles of 56, 48, 42 and 36-
inch pipeline. Approximately 2,030 miles will be in Canada, 730 miies in
Alaska and 2,030 miles south of the 49th parallel.

2 Yukon 233 mi of 48~
275 mi of 56"

B.C. (Ncrth) 444 mi of 586"
Alberta 334 mi of 58"
234 mi of 42"

187 mi of 367
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The mainline through Canada will consist of the
following lengths and diameters:?

Yukon 375 km of 1,219 mm

443 km of 1,422 mm
B.C. (North) 715 km of 1,422 mm
Alberta 634 km of 1,422 mm

377 km of 1,066 mm
301 km of 914 mm
Saskatchewan 258 km of 1,067 mm
B.C. (Scuth) 171 km of 914 mm

The pipeline in Alaska will be approximately
1,180 km of 1,219 mm pipe. In the lower 48 states,
the eastern leg will consist of almost 1,800 km of
1,067 mm pipe and the western leg wiil involve about
1,470 km of looped 914 mm line. 3

The system is designed so that when fully
powered it would be able to carry 68 million cubic
metres per day (2.4 billion cubic feet per day) of
Alaskan gas and, if approved, an additional 34
miltion cubic metres per day (1.2 billion cubic feet
per day) of Canadian Mackenzie Deita/Beaufort Sea
gas.

The capital cost for the entire system, excluding
that for the Dempster Lateral from the Mackenzie
Delta, was originally estirated to be $10.7 bitiion
{Cdn). This reflected a cost of $4.3 billion for the
Canadian segments and $6.4 billion for the Ameri-
can segments. In February, 1979, Foothills Pipe
Lines (Yukon) Ltd., in light of the delay in the project
schedule, revised the cost estimates for the Cana-
dian portion to $5.8 billion {(Cdn). To date, no revised
cost estimates have been submitted for the Ameri-
can section of the line.

As indicated earlier, the Canada/U.S. Agreement
established January 1, 1983, as the target date for
completion of the project. As a result of unforeseen
regulatory delays in the United States, the current
target for completion is November, 1984.

The map found on page vi provides a description
of the proposed pipeline route.

Saskatchewan 160 mi of 42
B.C. (South) 106 m[ of 367

3 The pipeline in Alaska will be approximately 730 miles of 48-inch pipe. in
the iower 4B states, the eastern !eg will consist of almost 1,120 miles of
42-inch pipe and the western leg will involve about 910 miles of looped
36-inch line.



Appendix C

Northern Pipeline Agency

Senior Officers and Office Locations

Ottawa — Head Office
The Hon. Mitchell Sharp, P.C., Commissioner

8th Floor, Victoria Building
140 Wellington Street

Box 1605, Station B
Ottawa, Ontario

K1P S5A0

Calgary — Administrative Headquarters

Mr. Harold S. Millican, Administrator

Mr. William A. Scotland, Deputy Administrator
and Designated Officer

Mr. A Barry Yates, Deputy Administrator

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

T2P 0J4

Vancouver
Mr. Eiden Schorn, B.C. Administrator

Room 1175, IBM Tower

P.O. Box 10139, Pacific Centre
Vancouver, British Columbia
V7Y 1C6

Whitehorse
Mr. Ken McKinnon, Yukon Administrator

Suite 200

4114 Fourth Avenue
Whitehorse, Yukon
Y1A 4N7
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