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Private Financing Aim
of ’77 Agreement

Completion of the Alaska Highway gas pipeline based on
private financing has always been the firm intention of both
Canada and the United States, says Mitchell Sharp, Commis-
sioner of the Northern Pipeline Agency.

Sharp told a seminar on Canada-lU.S. energy issues March
23 in Seattle, Washington that it is nonsensical to contend the
United States government should provide financial assistance
to ensure completion of the project.

“Not only would this amount to advocating a course that is
completely contrary to existing U.S. iaw, it would be the most
certain way of ensuring that entirely private financing would not
be available. Months of work aimed at developing purely pri-
vate funding would go out the window and, at the very least,
many more months of delay encountered,” he said.

Sharp was referring to the recent spate of skepticism sur-
rounding President Reagan’s statement in Ottawa March 11 in
favor of “prompt completion of the project based on private
financing.” The Commissioner focussed on the pipeline as an
example of a major international energy project which has
weathered its full share of problems and the usual criticism of

doubters and detractors.

“To put the case in perspective, let me
point out that from the very beginning no
one who had any close involvement had
any illusion that seeing this project
through to its successful completion
would be an easy task. How could it be
otherwise, considering the very im-
mensity of the undertaking, the massive
challenge of privately financing it, and
the critical need at every stage for the
close co-ordination of the effort on both
sides of the border of the two federal
governments and their regulatory
agencies, dozens of state and provincial
governments, and the multiplicity of pri-
vate interests that provide the real driv-
ing force behind the venture?”

Despite the difficulties remarked
Sharp, substantial progress has been
made. Construction is well underway on
the southern segments of the project,
which comprise approximately one third
of the entire pipeline for the initial
purpose of shipping some 28.3 million
cubic metres {one billion cu.ft.) a day of
surplus Canadian gas to U.S. western
and mid-western markets.

In Sharp’s view the doubts raised with
respect to completion of the project are
linked to the question of the pipeline's
ultimate cost and the marketability of the
gas to be shipped through it. Although
the Commissioner could not speculate
on the eventual cost of the system, nor
the likely initial cost of the gas flowing to
U.S. markets, he emphasized the im-
portance of relating gas costs to those of
future fuel supplies.

“What needs 1o be borne in mind,
however, is that the cost of that gas
needs to be related not to current U.S.
gas prices or current prices of alterna-
tive petroleum supplies such as heating
oil, but to the price of alternative fuel
sources - a substantial proportion of
them imported from abroad - that may
prevail in 1986 and beyond following
completion of the Alaska Highway
Pipeline.”

Sharp explained it was foreseen that
during the first few years the cost of
Alaskan gas may exceed that of com-
peting alternative supplies. "It was for
that very reason that U.S. authorities

provided for the rolling in of Alaskan gas
costs with that of other supplies from the
lower 48 states as a means of providing
for its marketability," he reminded his
audience of 60.

"What it is essential to understand is
that a substantial proportion of the cost
of the gas initially delivered to U.S. ship-
pers in the lower 48 states will reflect the
initially high cost of transporting it from
Prudhoe Bay to markets in the south.
But as the capital costs of the pipeline
become depreciated (which in the case
of the southern segments will comm-
ence in 1981-82) the costs of transport-
ing Alaskan gas will begin to decline
quite dramatically. It is for this basic
reason that virtually ail the assessments
| have seen have concluded that ovet
the lifetime of the project the cost of gas
from Alaska will almost certainly be sub-
stantially lower than alternative fuel sup:
plies available to the United States inthe
years ahead.”

In conclusion, Sharp reiterated his
conviction that the undertaking of the
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Telecommunications Planning Underway

A consortium of four telephone com-
panies is studying proposals made by
the Foothills group of companies for
telecommunications service during con-
struction and operation of the 3,270 km
(2,031 mi.) Canadian portion of the
Alaska Highway gas pipeline. North-
west Telecommunications Inc., B.C.
Tel, Alberta Government Telephones
and Sask Tel are collaborating to pro-
vide a system that can accommodate
project-related demands.

High Speed Data
Transmission Possible

Communications needs during con-
struction involve telephone and radio
link-ups between vehicles, camps, con-
struction spreads and head offices to
co-ordinate activities and movement of
manpower and equipment along the
line. Once the pipeline is built and the
gas is flowing, a communications
system possibly involving high speed
data transmission will be required to
control the operation of the pipeline. It
will monitor and control compressor sta-
tions and valve units from central control
stations.

To have a smoothly running telecom-
munications network in place in time,
advance planning is essential, says
Wally Gryba, Socio-Economic Manager
for the Northern Pipeline Agency. The
computerized telephone exchanges in
the Yukon, Alberta, and Saskatchewan
are capable of handling the increased
load arising from pipeline construction
activity, he explains. However, the land
line circuits now serving communities
along the Alaska Highway in northeast-
ern British Columbia are already
strained to the limit and break down fre-
quently. "We have considerable con-
cern about the situation in North B.C.,
when you consider that the pipeline-
related load on that system will be im-
mense,"” Gryba remarks.

The inadequacy of telephone service
in northern B.C., especially between
Watson Lake and Fort St. John, was
often expressed during public hearings
held by the Northern Pipeline Agency in
the fall of 1979 on its proposed socio-
economic and environmental terms and
conditions. Presiding Officer W. Win-
ston Mair recommended in his subse-

quent report, Forgotten Land, Forgot-
ten People, that an improved communi-
cations system be developed to meet
pipeline-related needs as well as to be
of lasting benefit to the citizens of the
region.

In accordance with the socio-
economic terms and conditions, now
finalized for North B.C. and pending
finalization for the Yukon, the respective
segment companies, Foothills Pipe
Lines (North B.C.) Ltd. and Foothills
Pipe Lines (South Yukon) Ltd., must
submit for Agency approval plans de-
scribing how  telecommunication
services will be utilized and upgraded to
ensure the public interest is taken into
account. Gryba says this could be done
by the installation of additional circuits
and linking up the branch lines with the
existing microwave system which runs
the length of the Alaska Highway.

The pipeline companies’ technical
proposals also have to go before the
federal Department of Communications
(DQOC) for licensing approval, a process

which requires ample lead time. Brian
Trevor, the Agency's Manager of Gov-
ernment Programs and Surveillance
Administration, acts as the liaison be-
tween the Agency and the DOC to help
expedite the approval process. For in-
stance, says Trevor, every mobile radio
requires a licence to transmit, as well as
approval for the frequency used. “The
authorization of frequencies couid take
some time because these are co-
ordinated on a North American basis,”
he explains.

Among the proposals being studied
by the telephone consortium is the feasi-
bility of designing an integrated system
along the whole length of the pipeline for
relaying information via computer and
telephone during the operational phase.
Although this is too expensive for the
telephone companies to handle on their
own, a cost-sharing arrangment for de-
signing such a system may be worked
out with the parent company, Foothilis
(Yukon).
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News In Brief

The National Energy Board on Ap-
ril 1 granted Foothills Pipe Lines (Alta.)
Ltd. leave to open the three newly-
contructed sections of the Alberta por-
tion of the Alaska Highway gas
pipeline's Western Leg at a maximum
operating pressure of 8,690 kilopascals
(1,260 Ib. per sq. in.). Along with the
southeastern British Columbia segment
of the line, the facilities will provide for
the initial, short term export of surplus
Alberta gas in volumes of up to 6.7 mil-
lion cubic metres (240 million cu. ft.) per
day starting early this summer.

Construction of the Western Leg
which began in August, 1980, involved
the installation of 215 km (132 mi.) of
additional pipeline sections to the exist-
ing systems of NOVA and Alberta
Natural Gas Company Ltd in Alberta
and South B.C. respectively. The work
was completed in January except for
tie-ins to the existing line and final clean-
up and revegetation activities which will
take place this spring and summer.
Leave to open the B.C. section has not
yet been announced by the National En-
ergy Board.

The total Western Leg runs 388.5 km
(241 mi.) from James River Junction, 88
km (54.7 mi.) northwest of Calgary,
southwest through the Gold Creek Val-
ley and along the Forestry Reserve
boundary to Phillips Pass, near Crows-
nest Pass at the Alberta-B.C. border.
From there the line extends south to the
international boundary near Kingsgate,
B.C.

All orders authorizing Foothills Pipe
Sharp Stresses

Private Financing Intent
continued...

Alaska Highway gas pipeline is both economically sound and
in keeping with the national interest of both the United States
and Canada in reducing dependence on insecure foreign en-

ergy supplies.

The seminar on Canada-United States energy issues, at
which Sharp spoke and co-chaired, was organized by the
Washington Council of International Trade, the University of
Washington's Graduate School of Public Affairs and the Bat-
telle Seminars and Studies Program in Seattle, in co-operation
with the Canadian Consulate General of Seattle. It was at-
tended by government officials, oil and gas industry executives
and academics mainly from Western Canada and the United

States.

Lines (Sask.) Ltd. and Foothills Pipe
Lines (Alta.) Ltd. to take additional lands
along the Eastern Leg in Saskatchewan
and Alberta have been issued. On be-
half of the National Energy Board, the
Agency's Designated Officer, William A.
Scotland, issued the final 19 orders April
1 to Foothills (Sask.) for additional right-
of-way lands along the 258 km (160 mi.)
Saskatchewan segment. The com-
pany's applications were made at a
public hearing which began in Shauna-
von, Saskatchewan February 17 and re-
convened in Regina March 23.

A total of 53 orders was released by
the Agency during the period from
February 27 to March 20 based on pre-
vious public hearings in Brooks and
Olds, Alberta on February 5 and
January 29 respectively. Foothills Pipe
Lines (Alta.) Ltd. sought additional lands
along a total distance of approximately
171 km (102 mi) of the Alberta
segment.

Construction begins in May on the
635 km (394 mi.) Eastern Leg which
runs southeast from James River Junc-
tion to a point near Empress, Alberta
and continues southeasterly to the inter-
national boundary near Monchy,
Saskatchewan.

The federal panel studying the en-
vironmental implications of construc-
tion of the Alaska Highway gas pipeline
through the Yukon has opened for
public review Foothills Pipe Lines
(South Yukon) Ltd.’s February submis-
sion on pipeline route alternatives in the
Whitehorse/Ibex Pass region.
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Over the next five months Foothills
(South Yukon) will submit documents to
the Northern Pipeline Agency in re-
sponse to the information deficiencies
outlined in the September, 1979 report
issued by the Environmental Assess-
ment Review Panel (EARP). The report
was based on the company's en-
vironmental impact statement and sub-
sequent public hearings held in
Whitehorse in the spring of 1979. The
panel requested additional information
on route alternatives, locations of
pipeline facilities, water crossings, frost
heave and thaw settlement and con-
struction scheduling in relation to the
impact on fish and wildlife. The Agency
will review the documents and then for-
ward them to the panel for review by
technical experts and the public.

The EARP process was set up by the
federal government in 1973 to seek
public comment on major federal pro-
jects or projects on federal lands such
as an airport, a main highway or a
pipeline, so that environmental effects
could be taken into account early in the
planning stages.

The Operations and Safety Manu-
als for the completed Western Leg in
Alberta and southeastern British Colum-
bia received Agency approval on March
10. The manuals which apply to the
Foothills Pipe Lines (Alta.) Ltd. and
Foothills Pipe Lines (South B.C.) Ltd.
segment companies during the opera-
tional phase of the pipeline, include pro-
cedures for fire prevention and control,
detection of leakages and pipe repairs.
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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 are welcome and may be directed to:

Northern Pipeline Agency
400 - 4th Avenue S.W.
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