A REPORT OF THE NORTHERN PIPELINE AGENCY

]

Sen. H. A. (Bud) Olson, Minister responsibie for the Northern Pipeline
Agency

Although a number of major energy projects around the
world have collapsed as a result of global economic prob-
lems, commitment to the Alaska Highway Gas Pipeline Proj-
ect by the participants remains undiminished, says Senator
H. A. (Bud) Olson, Minister responsible for the Northern
Pipeline Agency.

Appearing May 5 in Ottawa before the Special Committee
of the Senate on the Northern Pipeline, Senator Olson gave
an update on the project in light of the April 30 announce-
ment by the gas producers and pipeline sponsors to delay
completion of the 7 700 km (4,790 mi.) system until 1989,
while they seek financing for the Alaskan segment. The de-
cision came after a series of meetings, held in Sait Lake City,
Utah, among senior executives of Northwest Alaskan Pipe-
line Company, the consortium sponsaring the pipeline in the
United States, the three major Prudhoe Bay gas producers —
Exxon Corporation, Standard Oil Co. of Ohio (SOHIO) and
Atlantic Richfield Co. — and the Canadian sponsor, Foothills
Pipe Lines (Yukon) Ltd.

Northwest Alaskan indicated in a press release thatl the
delay is due to changing circumstances beyond the control
of the project, such as a short-term excess of world energy
supply, depressed crude cil prices, reduced activity in the
U.S. and abroad and uncertainties in financial markets.
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In his acknowledgement of the setback, Senator Olson noted
the sponsors and producers are working toward the devel-
opment of financial arrangements in sufficient time for com-
pletion of the system by 1989 — or earlier, if possible. He
pointed out that the continuing commitment of the participants
is reflected in the funds they intend to provide to cover the
cost of further planning work.

“We in Canada will want to follow very carefully the prog-
ress of these U.S. companies in clearing the way for the com-
mencement of construction of the project in Alaska. From
this country’s point of view, it is significant that Foothills (Yukon),
the Canadian sponsor, also remains firmly committed to the
project.” .

Qutlining the developments which led to the postponement,
the Minister recalled the support of the United States Admin-
istration for “prompt completion of this project based on
private financing,” as President Reagan declared to the Cana-
dian Parliament on March 11, 1981 in Ottawa. However, noted
Senator Olson, it became increasingly clear that amendments
to certain provisions of the U.S. pipeline legislation were es-
sential to obtain successiully private financing for the project.
Such amendments included lifling the restriction on producer
participation in the ownership and management of the proj-
ect, incorporating the cost of the Prudhoe Bay gas conditioning
plant into that of the pipeline and allowing for the possible
billing of U.S. consumers before completion or operation of
the entire system.

“While the need to amend the U.S. legislation in order to
remove the insurmountable impediments that it presented was
widely recognized, development of a precise package of waiv-
ers inevitably took time,” Senator Olson said. The waiver
proposals were introduced to Congress by the President in
Qctober 1981, commitiee hearings in both the Senate and
the House of Representatives were subsequently held and
by mid-December the waivers were approved and enactec
into law. Foliowing this, explained the Minister, the participat-
ing companies worked to pull together the remaining pieces
required for submission to the U.S. Federal Energy Regulatory
Commission (FERC) prior to receipt of the final certificate fo
the Alaskan section of the pipeline.

At a procedural conference, before FERC Commissione
Anthony Sousa in Washington, D.C., on March 16 the projec
sponsors set back the scheduled completion date for the whole
system from late 1986 to late 1987 and presented a time
table for the conclusion of financing arrangements and sub
mission of the remaining regulatory requirements in order t
obtain final certification by December 1, 1982. However, soor
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