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Mr. Commissioner ,  on Ja nu a ry  28, 1972, d u r i n g  th e  46th  

Session  o f  T e r r i t o r i a l  Counci l  a mot ion was passed a p p r o v in g  th e  

terms o f  r e f e r e n c e  f o r  the S ta n d in g  Committee on Development and 

Eco logy .  As t h i s  Session w i l l  see both the demise o f  the  7th  

C o u n c i l  o f  the Nor th w es t  T e r r i t o r i e s  and a l l  S tand in g  Commit tees  

o f  t h i s  House, I wish to p r e s e n t  t o  Counci l  a document I have 

e n t i t l e d  "The F in a l  Report  o f  the  Standing Committee on D e v e lo p 

ment and E c o l o g y . "

*7  *•

Since the S tand in g  Committee on Development  and Ecology  

was e s t a b l i s h e d ,  Dr. Hamelln b e f o r e  me, and I s u b s e q u e n t l y ,  have 

endeavoured to p r o v i d e  Counc i l  w i t h  an ongoing summary o f  the 

Commi t te e 's  p r o j e c t s  and a c t i v i t i e s .

Committee members have c o n s i s t e n t l y  taken a ‘ ba lanced  

approach to  development  in  the  N or thwes t  T e r r i t o r i e s ,  r e c o g n i z i n g  

the  s p e c i a l  e c o l o g i c a l  concerns  r e l a t i v e  to the n o r th e r n  

env i ro nm en t  and s t r e s s i n g  t h a t  development  o c c u r r i n g  in  t h e # N o r th  

must be o f  demonst rab le  b e n e f i t  t o  nor th e rn  r e s i d e n t s .
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In  p re v io u s  r e p o r t s  o f  th e  S ta n d in g  Committee you w i l l  

r e c o l l e c t  t h a t  o u r  a c t i v i t i e s  have ranged f rom s u p p o r t  o f  the  

I n t e r n a t i o n a l  B i o l o g i c a l  P rogram 's  p roposa l  f o r  the e s t a b l i s h m e n t !  

a f t e r  c o n s u l t a t i o n ,  o f  E c o l o g ic a l  S i t e s  in  th e  N o r th w es t  

T e r r i t o r i e s  to an e xa m in a t io n  o f  the  e f f e c t s  o f  the  P o in te d  

Mountain Gas P i p e l i n e  P r o j e c t  on F o r t  H a r d  r e s i d e n t s .  In  a l l  

m a t te rs  c o n s i d e r e d ,  I b e l i e v e ,  we have r e f l e c t e d  a s t r o n g  

t e r r i t o r i a l  p o s i t i o n  p r e d i c a t e d  on the e x p e c t a t i o n  t h a t  our  

e v o l u t i o n  c o n t in u e s  toward  In c re a s e d  f i s c a l  and p o l i t i c a l  

Independence f rom the Federal  Government;  an e v o l u t i o n  t h a t  w i l l  

be e s p e c i a l l y  a f f e c t e d  by non-renewab le  re source  deve lopment .

A development t h a t  c o u ld  a f f e c t  bo th  p re s e n t  and f u t u r e  

g e n e r a t i o n s  o f  the  Nor th w es t  T e r r i t o r i e s  1s the  Mackenzie V a l l e y  

n a t u r a l  gas p i p e l i n e ,  shou ld  i t  be approved.  .

The 7th  Counci l  o f  the N or thwes t  T e r r i t o r i e s  has long

been aware o f  the  p o t e n t i a l  im portance  o f  t h i s  proposed

d eve lo pm ent ,  e s p e c i a l l y  in  the Mackenzie D i s t r i c t  o f  the  N o r th w es t
»

T e r r i t o r i e s ,  and as an e x p r e s s io n  o f  t h i s  c o n c e rn ,  on February  2nd,  

1973,  adopted the  f o l l o w i n g  m o t io n :

WHEREAS t h e r e  a re  se vera l  p ro p o s a ls  f o r  c o n s t r u c t i o n  o f  p i p e l i n e s  
th rou g h  the  Mackenzie V a l l e y ;

AND WHEREAS th e r e  can be c o n s i d e r a b l e  economic and s o c i a l  b e n e f i t  
t o  a l l  Mackenzie R ive r  and Western A r c t i c  s e t t l e m e n t s ,  to  the  
t e r r i t o r i e s  as a whole and to Canada r e s u l t i n g  f rom the  
c o n s t r u c t i o n  o f  these p i p e l i n e s ;
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AND WHEREAS the p r e s e n t  s t a t e  o f  n o r t h e r n  te c h n o lo g y  i l l u s t r a t e d  
by the  c o n s t r u c t i o n  o f  Mackenzie V a l l e y  s e t t l e m e n t s ,  th e  Canol  
p i p e l i n e  and ro a d ,  the Dempster h ighway,  the CNT land l i n e  and 
the  re search  done by the  Mackenzie V a l l e y  P i p e l i n e  Research Group,  
the N o r th w es t  Study Group,  the Gas A r c t i c  Study Group, and v a r io u s  
o t h e r  governmenta l  and p r i v a t e  i n d u s t r y  re search  c o n s u l t a n t s  i n 
d i c a t e  t h a t  p i p e l i n e s  can be b u i l t  t h rough  the  Mackenzie V a l l e y  
w i t h  t o l e r a b l e  e n v i ro n m e n ta l  d i s t u r b a n c e ;

AND WHEREAS the Federa l  Government has e s t a b l i s h e d  g u i d e l i n e s  
r e q u i r i n g  e n v i ro n m e n ta l  p r o t e c t i o n ,  p o l l u t i o n  c o n t r o l ,  Canadian  
p a r t i c i p a t i o n  and the employment  o f  nor th e rn *  r e s i d e n t s  o f  any 
p i p e l i n e  o r  r e l a t e d  p r o j e c t ;

NOW THEREFORE, I move t h a t  the C o unc i l  o f  the  Northwest  T e r r i t o r i e s  
f o r m a l l y  recommend and su p p o r t  the  c o n s t r u c t i o n  o f  a p i p e l i n e  
o r  a systems c o r r i d o r  deve lopment  th rou g h  the Mackenzie V a l l e y  
p ro v id e d  th e re  i s :

(a )  opt imum p a r t i c i p a t i o n  and in v o lv e m e n t  o f  the  Government
o f  the Northwest  T e r r i t o r i e s  and t e r r i t o r i a l  r e s i d e n t s  
1n the  p l a n n i n g ,  ro u te  s e l e c t i o n ,  f i n a n c i n g  and p o l i c i e s  
p e r t a i n i n g  to  th e  c o n s t r u c t i o n  and o p e r a t i o n  o f  the  
p i p e l  ines ; ^  .

(b )  opt imum employment  o f  n o r th e r n e r s  d u r in g  the  p l a n n i n g ,
c o n s t r u c t i o n  and o p e r a t i o n  o f  the p i p e l i n e s ;  • •

( c )  p r o v i s i o n  f o r  j u s t  and e q u i t a b l e  compensat ion to any 
person or persons  a d v e r s e ly  a f f e c t e d  as a d i r e c t  r e s u l t  
o f  the p i p e l i n e  c o n s t r u c t i o n ;  and

.(d) adequate p r o v i s i o n  f o r  the p r o t e c t i o n  o f  the  e nv i ro nm en t  
along  the p i p e l i n e  ro u te  w i t h  minimum d i s t u r b a n c e  to  
w i l d l i f e  and persons l i v i n g  o f f  the  la n d .

The p i p e l i n e  p roposa l  has r e c e iv e d  the a t t e n t i o n  o f  the  

S tan d in g  Committee on Development  and Ecology  in  p r e v io u s  r é p o r t s .

My r e p o r t  to  the 51st  Session o f  Counc i l  i n c lu d e d  a recommendat ion  

t h a t  m a t e r i a l  be o b ta in ed  th rou g h  the  medium o f  h o l d i n g  h ear ings  

a long  the'  Mackenzie R i v e r  System which would enab le  the  Counc i l  o f  the
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Northwest  T e r r i t o r i e s  to  p a r t i c i p a t e  In the  Mackenzie V a l l e y  

P i p e l i n e  I n q u i r y  be ing  c a r r i e d  outMgy the Honourable  Mr.  J u s t i c e  

T. R. Berger*  Counc i l  by m o t io n  on F r i d a y ,  Fe brua ry  8 ,  1974,  

approved the Commi t tee 's  recommendat ion.  However, s in c e  the  

Berger  I n q u i r y  hea r ing s  a re  schedu led  f o r  March 3 r d ,  1975,  t h i s  

C o u n c i l ' s  p a r t i c i p a t i o n  1s e xc lu de d .  T h e r e f d r e ,  Mr.  Commiss ioner,  

t h i s  f i n a l  r e p o r t  o f  the S ta n d in g  Committee on Development  and 

Ecology I n c o r p o r a t e s  many o f  the  o b j e c t i v e s  and a t t i t u d e s  expressed  

by members o f  t h i s  Counci l  over  the  pas t  f o u r  y e a rs  o f  I t s  l i f e  

and,  h o p e f u l l y ,  w i l l  be o f  a s s i s t a n c e  to J u s t i c e  B erge r  1n h1s 

I n q u i r y .

I f  the  n a t u r a l  gas p i p e l i n e  p r o j e c t  1s approved ,  th e  

p i p e l i n e  must be c o n s t r u c t e d  so as to  p ro v id e  maximum b e n e f i t  

to. r e s i d e n t s  o f  the  Northwest  T e r r i t o r i e s .  C r i t e r i a  f o r  such
c

b e n e f i t s  should be d e f in e d  1n people te rm s ;  in  Improvements in  

the q u a l i t y  o f  n o r th e rn  l i f e ,  1n in c reased  o p p o r t u n i t i e s  f o r  

i n d i v i d u a l  achievement  and f u l f i l m e n t ,  no t  j u s t  in  s ta te m e n ts  o f  

p r o f i t  and l o s s .

F u r the rm ore ,  because o f  the  s t ro n g  i n t e r - r e l a t i o n s h i p  

between n o r th e r n  peop les and the l a n d ,  v e ry  h igh p r i o r i t y  should  

be g iven  to  any ongoing  program o f  s c i e n t i f i c  assessment and 

re se arch  t h a t  w i l l  ensure the  p r o t e c t i o n  o f  our  n o r t h e r n  

env i ronm ent  and the  w i l d l i f e  re s o u rc e s  t h e r e i n .
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Because o f  the  s t r o n g  demand by n a t i v e  n o r t h e r n e r s  f o r  

a s e t t l e m e n t  o f  land  c la im s»  a j u s t  and e a r l y  s e t t l e m e n t  must  

o c c u r  and» i n  f a c t ,  shou ld  be seen as p a r t  o f  the  p lanned process

o f  n o r th e r n  deve lopment  which w i l l  guaran tee  the p a r t i c i p a t i o n  

o f  n o r th e r n  n a t i v e  peop le .

Development  p l a n n in g  to  be most e f f e c t i v e ,  must i n c l u d e  

and i n v o l v e  the people most d i r e c t l y  a f f e c t e d .  Government and 

i n d u s t r i a l  p la n n e rs  must re co gn ize  t h i s  r e a l i t y  and respond  

p o s i t i v e l y .  The d e c i s io n - m a k in g  must o ccu r  as c lo s e  as p o s s i b l e  

to  the  p o i n t  o f  program d e l i v e r y .

Th is  r e p o r t  examines some o f  the  s p e c i f i c  b e n e f i t s  t h a t
b,

co u ld  r e s u l t  f rom the c o n s t r u c t i o n  and o p e r a t i o n  o f  a p i p e l i n e  1n 

the Northwest  T e r r i t o r i e s .  Such b e n e f i t s  m i g h t ,  i n  f a c t ,  be 

co ns id e re d  as c o n d i t i o n s  under wh ich  t e r r i t o r i a l  r e s i d e n t s  c o u ld  

w h o le - h e a r t e d l y  endorse a p i p e l i n e  p r o p o s a l ;  c o n d i t i o n s ,  Mr.  

Commissioner,  which  would a c c e l e r a t e  our  p o l i t i c a l  e v o l u t i o n  th rough  

d i m i n i s h i n g  our f i n a n c i a l  dependence on the  f e d e r a l  government.

NORTHERN DEVELOPMENT

Few n o r th e r n  vo ices  are ra i s e d  to  condemn development  

out  o f  hand. No one s e r i o u s l y  suggests t h a t  any a p p r e c i a b l e
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number o f  young peop le  now t h r o n g i n g  N or thwes t  T e r r i t o r i e s '  sch oo ls  

w i l l  pursue t h e i r  l i v e l i h o o d  In th e  manner o f  t h e i r  f o r e f a t h e r s .

Concerns more f r e q u e n t l y  heard r e l a t e  t o  s o c i a l ,  economic  

and e n v i ro n m e n ta l  Impact  c o n s i d e r a t i o n s  and take  the  form o f  

c o n d i t i o n s  which n o r t h e r n  r e s i d e n t s  would wish  to  see Imposed 

on p la n n e rs  o f  l a r g e  s c a le  p r o j e c t s  such as a p i p e l i n e .  O b v i o u s l y ,  

few ,  i f  any,  r e s i d e n t s  o f  the  N o r th w e s t  T e r r i t o r i e s  would approve  

o r  s u p p o r t  an e x p l o i t a t i v e  deve lopment  a c t i v i t y  which r e t u r n s  

n o th in g  to  the T e r r i t o r i e s  b u t  s o c i a l  d i s l o c a t i o n  and tem pora ry  

a f f l u e n c e .

The approach to  d e ve lo p m e nt ,  I s u g g e s t ,  welcomed by 

the  m a j o r i t y  o f  n o r t h e r n  peoples must be a balanced a pp ro a ch ;  

an approach r e s p e c t in g  both the e n v i ro n m e n t  and th e  a s s o c i a t e d  

w i l d l i f e  and one which r e c o g n iz e s ,  encourages and s a t i s f i e s  the  

a s p i r a t i o n s  and needs o f  r e s i d e n t s  o f  the N o r th w e s t  T e r r i t o r i e s .

DIRECT BENEFITS FROM PIPELINE DEVELOPMENT
I

I now t u r n  t o  an e x a m in a t io n  o f  the a n t i c i p a t e d  b e n e f i t s ,  

both d i r e c t  and i n d i r e c t ,  t h a t  c o u ld  r e s u l t  f rom the  c o n s t r u c t i o n  

and o p e r a t i o n  o f  a n a t u r a l  gas p i p e l i n e .  Such b e n e f i t s  f a l l  

g e n e r a l l y  i n t o  the c a te g o r i e s  wh ich  I i d e n t i f y  t h u s l y :

A. T a x a t io n  o f  the  p i p e l i n e  and f a c i l i t i e s

B. R o y a l t i e s  on n a t u r a l  gas

. . ?
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C. Sale o f  leases

0.  P i p e l i n e  su rch arge

E. Economic r e n t

F. tow c o s t  n a t u r a l  gas t o  communi t ies  

6.  A s s is ta n c e  to  n o r t h e r n  bus iness

H. Employment p r e fe re n c e

1. I n d u s t r i a l  growth

The main f i s c a l  c o n s i d e r a t i o n s  d e a l t  w i t h  1n t h i s  Report  

r e l a t e  to  a n t i c i p a t e d  revenues a s s o c i a t e d  w i t h  p i p e l i n e  deve lopment  

t h a t  would accrue to  the  Government  o f  the N o r th w es t  T e r r i t o r i e s ,  1f  

we en joyed  f u l l  p r o v i n c i a l  s t a t u s .

• a.

In terms o f  q u a n t i f i a b l e  In c re a se d  f i s c a l  autonomy foç  

the  Government o f  the  N o r thwes t  T e r r i t o r i e s  f rom the  c o n s t r u c t i o n  

o f  t h e  Mackenzie V a l l e y  P i p e l i n e  t h e r e  are many areas to  examine.

The f o l l o w i n g  a n a l y s i s  does not  a t t e m p t  to  i d e n t i f y  a l l  revenue  

st reams wh ich  w i l l  accrue  t o  governments because o f  o i l  and gas 

a c t i v i t y  In  the Nor th w es t  T e r r i t o r i e s .  Not enough i s  known about  

the p r e c i s e  n a tu re  and magni tude developments w i l l  take  to  be 

able  to  p r e d i c t  a l l  revenue st reams.  For example,  we do not  know 

what m u l t i p l i e r  e f f e c t  i n d u s t r y  e x p e n d i tu r e s  on goods and 

s e r v i c e s  i s  l i k e l y  to  have on the  Northwest  T e r r i t o r i e s  economy 

o r  hôw t h i s  e f f e c t  w i l l  m a n i f e s t  i t s e l f  in  terms o f  government  

re ve nu e s .

8
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I w i l l ,  however,  11s t  some d i r e c t l y  a p p l i c a b l e  revenue  

streams and w i l l  a t te m p t  to  q u a n t i f y  some o f  them, I n c l u d i n g  

taxes  on th e  p i p e l i n e  and f a c i l i t i e s ,  and r o y a l t i e s  on n a t u r a l  

gas.  F i r s t ,  we w i l l  examine the s i t u a t i o n  as 1 t  e x i s t s  today and 

then r e l a t e  I t  to  t h e  s i t u a t i o n  t h a t  would a pp ly  1f  we e n joyed  f u i  1 

p r o v i n c i a l  s t a t u s .

TAXATION OF THE. PIPELINE1 AND FACILITIES

T e r r i t o r i a l  Government p a r t i c i p a t i o n  1s I d e n t i f i e d  by

P.M. Manders, who w h i l e  w i t h  the U n i v e r s i t y  o f  T o ro n to  d i d  an 

a n a ly s i s  f o r  t h e  f e d e r a l  government  o f  governmental  revenues  

which  co u ld  r e s u l t  f rom a p i p e l i n e .  He w r o t e ,  1n p a r t  " . . . .  

e s t i m a t e d  total t e r r i t o r i a l  r e v e n u e s  f r o m  a gas p i p e l i n e  are 

r o u g h l y  1% of the  e s t i m a  tod  to tal f e d e r a l  r e v e n u e s . Th is is 

e x p l a i n e d  in l a r g e  p a r t  by the p r e s e n t  l i m i t e d  t a x i n g  p o w e r  o f  

the n o r t h e r n  t e r r i t o r i e s " . 2 These revenues are p r i m a r i l y  taxes  

on the  p r o p e r t y  o f  the  p i p e l i n e  company and the p ro d u c e r .

E s t im a tes  o f  p i p e l i n e  and r i g h t - o f - w a y  taxes  can be

2
d e r i v e d  f rom th e  Canadian A r c t i c  Gas P i p e l i n e  L i m i t e d  A p p l i c a t i o n  

and Commiss ioner 's  Order  181-74 o f  the  T a xa t ion  O rd in a n ce .  With  

the  assessment  ra t e  f o r  a 48 inch  p i p e l i n e  a t  $56,232 p e r  m i le  

and $30,677 p e r  m i le  f o r  a 30 in ch  p i p e l i n e ,  the  t o t a l  assessment  

on the  N o r th w es t  T e r r i t o r i e s '  p o r t i o n  o f  the Mackenzie V a l l e y  Gas

. . 9



P i p e l i n e ,  based on 998 m i le s  o f  48 Inch  l i n e  and 15 m i l e s  o f  30 

Inch  l i n e  wou ld  be a p p r o x im a t e l y  $56 .5  m i l l i o n .  Under e x i s t i n g  

l e g i s l a t i o n ,  w i t h  a m i l l  r a t e  e s t a b l i s h e d  a t  25 m i l l s ,  the p i p e *  

l i n e  and r 1 g h t * o f * w a y  ta x  payab le  t p  th e  T e r r i t o r i a l  Government  

commencing I n  1980 (assuming a co m p le te d  l i n e )  wou ld be a p p r o x im a t e l y  

$ 1.4  m i l l i o n  p er  y e a r .  I shou ld  add t h a t  e x c e p t i n g  f o r  l e g i s l a t i v e  

o r  r e g u l a t o r y  changes t h i s  1s a c o n s t a n t  ta x  w i t h  a b u i l t - i n  

d e p r e c i a t i o n  f a c t o r .

P i p e l i n e  f a c i l i t i e s  such as compressor  s t a t i o n s ,  

m e te r in g  u n i t s ,  communicat ion t o w e r s ,  t o g e t h e r  w i t h  warehouses,  

employee accommodat ions,  v e h i c l e  s h e l t e r s ,  e t c . ,  would be assessed  

a t  a p e rcen tag e  o f  t h e i r  c a p i t a l  c o n s t r u c t i o n  c o s t s .  W i th o u t  any
* 6.

l e g i s l a t i v e  o r  r e g u l a t i o n  changes,  the 1980 assessment  would be 

r o u g h ly  1 8 . 55»* o f  the  e s c a l a te d  c o n s t r u c t i o n  c o s ts .  Based on the  

phased I n t r o d u c t i o n  o f  the v a r io u s  f a c i l i t i e s  and u t i l i z i n g  a m i l l  

r a t e  o f  25 m i l l s ,  t h e  f o l l o w i n g  p r o p e r t y  taxes  wou ld be payab le  to

-  9 -

the  Government o f  the Nor th w es t  T e r r i t o r i e s :

YEAR
APPROXIMATE TAX ON 
PIPELINE FACILITIES

1980 $2.5  ml 111on

1981 $4.6 ml 11 io n

1982 $6.0  m i l l i o n

1983 $7.5 m i l l i o n

1984 ’ $7.2  m i l l i o n

• • •
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In  the  years  f o l l o w i n g  1984 p r o p e r t y  taxes  on the  

p i p e l i n e  f a c i l i t i e s  w i l l  dec rease  by a p p r o x im a t e l y  $ .3  m i l l i o n  

per y e a r  because o f  re -a s s e s s m e n ts ,  b u t  w i l l  l e v e l  o f f  once the  

assessment  decreases to  502 o f  the  o r i g i n a l  assessment.  Coupled  

w i t h  th e  c o n s t a n t  t a x  f rom the  p i p e l i n e  and r i g h t - o f - w a y  we # r *  

l o o k i n g  a t  c o n t in u e d  Income d u r i n g  the  p r o j e c t e d  20 y e a r  l i f e  o f  

the  p i p e l i n e .

Mackenzie De l ta  p r o d u c e r s ,  w h i l e  n o t  in  a p o s i t i o n  to  

p r o v id e  a c tu a l  f i g u r e s  a t  t h i s  t i m e ,  have i n d i c a t e d  t h a t  u n e s c a la te d  

c o s ts  f o r  the  p l a n t s  and g a t h e r i n g  systems may be In the area o f  

$400 m i l l i o n .  A p p ly in g  an e s c a l a t i o n  f a c t o r  o f  1 .4  t o  p la c e  the  

va lu e  i n  a co m p a ra t ive  p o s i t i o n  to  those o f  Canadian A r c t i c  Gas * 

P i p e l i n e  L i m i t e d ,  c a p i t a l  c o s ts  would reach $560 m i l l i o n .  I f  

assessed a t  18.52 o f  t h i s  v a lu e  and w i t h  a m i l l  r a t e  o f  25 m i l l s ,  

p r o p e r t y  taxes  on the  comple ted  f a c i l i t i e s  would be i n  t h e  area  

o f  $2.5  m i l l i o n  per  y e a r ;  a l l  o f  wh ich  would be payab le  t o  the  

Government o f  the  Nor th w es t  T e r r i t o r i e s .

T o t a l l i n g  the p r e c e d in g  f i g u r e s  f o r  the  p i p e l i n e ,  the  

p i p e l i n e  f a c i l i t i e s  and p l a n t  and g a t h e r i n g  sys tems,  we see 

a p p r o x im a t e l y  $6.7 m i l l i o n  in  p r o p e r t y  taxes a lone a c c r u i n g  to  

t h e  Government o f  the  N or thwes t  T e r r i t o r i e s  In  1980,  assumed to  be 

t h e  f i r s t  o p e r a t i o n a l  y e a r ,  and o v e r  $11 m i l l i o n  In 1984,  the f o u r t h  

y e a r  o f  o p e r a t i o n .

11
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ROYALTIES ON NATURAL GAS

Under p r e s e n t  f e d e r a l  o i l  and gas r e g u l a t i o n s  f o r  the  

N or thwes t  T e r r i t o r i e s ,  the r o y a l t i e s  wh ich  would acc rue  to  the  

Federal  Government a re  c a l c u l a t e d  a t  the  ra t e  o f  S% o f  the w e l l 

head p r i c e  f o r  the  f i r s t  t h r e e  y e a rs  o f  p r o d u c t io n  and 10 Ï  t h e r e 

a f t e r .  Over the  f i r s t  ten y e a r  p e r i o d ,  a cco rd in g  to  Manders,  a t  

a p r o d u c t i o n  r a t e  o f  2.25 b i l l i o n  c u b ic  f e e t  per  d ay ,  these  

revenues ,  wh ich  would accrue  to  the Northwest  T e r r i t o r i e s  as owner  

o f  the re s o u r c e ,  I f  we enjoyed f u l l  p r o v i n c i a l  s t a t u s , would t o t a l  

o v e r  the  f i r s t  ten  y e a r  p e r io d  $248 m i l l i o n  assuming a w e l l - h e a d  

p r i c e  o f  $ .3 2 /m c f  f o r  the f i r s t  2 y e a r s ,  $ .3 4 /m c f  f o r  the n ex t  

S y e a r s ,  and $.39Vmcf f o r  the f i n a l  3 y e a r s .

I t  Is  I n t e r e s t i n g  to c o n s i d e r  the revenues t h a t  o t h e r  

j u r i s d i c t i o n s  hav ing  c o n t r o l  o v e r  the  d i s p o s i t i o n  o f  t h e i r  own 

n a t u r a l  gas re so urces  would r e c e i v e  over  a 10 y e a r  p e r io d  f o r  an 

e q u i v a l e n t  volume o f  gas under the  same p r i c e  a ssum pt io ns .  For  

example,  t o t a l  r o y a l t i e s  t o  the Government o f  A l b e r t a ,  i f  the  gas 

were be ing  e x t r a c t e d  f rom t h a t  p r o v i n c e ,  would be $605.3 m i l l i o n 5 ; 

1 f  f rom B r i t i s h  Columbia r o y a l t i e s  would t o t a l  $480.5  m i l l i o n 6 ; or  

I f  e x t r a c t e d  f rom  A la s k a ,  s t a t e  revenue would amount to  $576.5  

m i l l i o n 7 .

For th e  sake o f  c l a r i f i c a t i o n ,  l e t  us assume a w e l l - h e a d

p r i c e  o f  $ .5 0 / i n c f .  The va lu e  o f  w e l l - h e a d  p r o d u c t i o n  would then be
*

$410,625,000  per  y e a r .

. . 12
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However, based on c u r r e n t  t r e n d s  even t h i s  p r o j e c t i o n  Is

c o n s e r v a t i v e .  OH companies a re  now f o r e c a s t i n g  t h a t  the  p r i c e  

to  the  consumer w i l l  be h i g h e r  than f i r s t  expec ted .  F o l l o w i n g  

I m p e r ia l  O i l ' s  c a l c u l a t i o n  as deve loped  1n t h e i r  September 1974 

subm is s io n  to  the  N a t io n a l  Energy Board6 a more r e a l i s t i c  w e l l - h e a d  

p r i c e  a t  c o m p e t i t i v e  energy c o s ts  m ig h t  be c l o s e r  to  $ 1 .0 0 /m c f .

Assuming $ 1 .0 0 /m c f  g ive s  a p ro d u c t  w e l l - h e a d  va lu e  o f  $821*250,000  

per  y e a r .

___  Should the p r o j e c t i o n  be c a r r i e d  one s tep  f u r t h e r  as the

o i l  I n d u s t r y  Has i n d i c a t e d  as w i t h i n  re a son ,  t o  a w e l l - h e a d  p r i c e

o f  $ 1 . 5 0 / m c f ,  then the  annual  w e l l - h e a d  va lue  would be $ 1 ,2 3 1 ,8 7 5 ,0 0 0 .

• ' • * •r . • ,: .:M
» J

As suggested e a r l i e r ,  r o y a l t y  revenue f rom Mackenzie D e l ta  j 

gas p r o d u c t i o n  c o u ld  be s i g n i f i c a n t l y  lo w e r  under e x i s t i n g  r u l e s  5

and r e g u l a t i o n s  than I t  would be I f  developed 1n o t h e r  j u r i s d i c t i o n s .  ■

.The f e d e r a l  government 1s a t  p r e s e n t  amending I t s  o i l  and gas i

r e g u l a t i o n s  and presumably w i l l  deve lop  new r o y a l t y  r a t e s .  Manders9 5 

e s t im a te s  t h a t  they w i l l  be 1n the  range o f  12 1/2% to  15%. I f  the  

r a t e s  were 12 1/2% the  ten  y e a r  r o y a l t y  f i g u r e  d e r i v e d  above would
■!

In c re a s e  to $360.3  m i l l i o n  b u t  s t i l l  remain s u b s t a n t i a l l y  below  

the A l b e r t a  f i g u r e  o f  $605.3 m i l l i o n .

Mr. Cornm1s s i ° n e r > I am sure  my c o l le a g u e s  are  even now 

j r  m e n t a l l y  compar ing the  f o r e g o in g  revenue p r o j e c t i o n s  w i t h  the

i

. . 13



ADDENDUM

However, as p r e v i o u s l y  m en t ioned ,  shou ld  the  w e l l - h e a d  p r i c e  

be s u b s t a n t i a l l y  h ig h e r  than $ .5 0 /m c f  then r o y a l t y  revenues  

w i l l  In c re a se  a c c o r d i n g l y .

WELL-HEAD PRICE 

$ .5 0 /m c f  

$ .5 0 /m c f  

$ 1 . 00/mcf  

$ 1 .0 0 /m c f  

$ 1 . 50/mcf  

$ 1 . 50/mcf

ROYALTY 

12 1/23» 

15%

12 1/ 2% 

15%

* 0 2  1/ 2% 

15%

FIRST YEAR REVENUE 

$ 5 1 ,328 ,000  

61 ,594 ,000

102.656.000

123 .188 .000

153.984.000

184 .781 .000

NOTE: A l l  . f i g u r e s  are based on a p r o d u c t i o n  r a t e  o f  2.25

b i l l i o n  cub ic  f e e t  per  day which  1s the e s t im a te d  

Delta  p o r t i o n  o f  the 4.5 b i l l i o n  c u b ic  f e e t  per  day 

which w i l l  move th rough  the  l i n e .
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1975/76 Budget I tems we have r e c e n t l y  debated and a pproved ,  a 

budget  t o t a l l i n g  some $ 164 ,0 00 ,000 .  Deduc t in g  r e c o v e r ie s  and 

o t h e r  sources o f  t e r r i t o r i a l  income f rom t h i s  f i g u r e  leaves  o n l y  

some $124,000,000 in  d e f i c i t  f i n a n c i n g  r e q u i r e d  f rom f e d e r a l  

sources .

The c o n c l u s i o n ,  i n e s c a p a b l y ,  i s  t h a t  shou ld  the p i p e l i n e  

development  p roposa l  p r e s e n t l y  under c o n s i d e r a t i o n  be approved,  

the r e s u l t i n g  revenues would assure  the  N or thwes t  T e r r i t o r i e s  

f i n a n c i a l  independence f rom Ottawa - -  i f  we enjoyed f u l l  p r o v i n c i a l  

s t a t u s .

SALE OF LEASES
. ' »,

The f e d e r a l  government  c u r r e n t l y  o f f e r s  land in  the  

Nor th w es t  T e r r i t o r i e s  to companies w is h i n g  to  c a r r y  on e x p l o r a t i o n  

programs f o r  o i l  and gas th rough  a lease  a r rangement .

Revenues r e a l i z e d  by the  f e d e r a l  government  th rough  the  

medium o f  land p e rm i ts  and leases  f o r  1974-75 approached $5 m i l l i o n .

I shou ld  add t h a t  in  Canada the  terms o f  o ur  system o f  

d i s p o s i t i o n  are  p u r p o s e ly  generous in  o r d e r  to  encourage e x p l o r a t i o n .  

A l th o u g h  t h i s  i s  a l a u d a b le  o b j e c t i v e  i t  i s  argued by some t h a t  t h e .  

terms are too l . i b e r a l  and r e s u l t  in  the g r a n t i n g  o f  r i g h t s  t o  o i l  

companies which extend f o r  unreasonab ly  long p e r io d s  o f  t im e ,  

ra n g in g  up to 53 years  in  some cases.

. . 14
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In the  Un i ted  S ta te s  f o r  example,  a s u b s t a n t i a l  

amount o f  revenue i s  d e r i v e d  f rom the  sa le  o f  leases a t  a u c t i o n .  

Perhaps some system w i l l  be d eve lo p e d ,  whereby e x p l o r a t i o n  cou ld  

s t i l l  be made a t t r a c t i v e ,  bu t  which would in c re a se  the  revenue  

p o t e n t i a l  f rom land  r i g h t s  th rough  a mechanism t h a t  would promote  

a t u r n - o v e r  o f  areas he ld  under lease p e r m i t * t h u s  e n a b l i n g  

government  to  re g a in  c o n t r o l  f rom t ime to time*20. Such an 

arrangement  m ight  be seen as a p o t e n t i a l  a l t e r n a t i v e  revenue  

st ream f o r  the  f u t u r e .

PIPELINE SURCHARGE

Ano ther  p o t e n t i a l  revenue source  f rom p e t r o le u m  deve lop  

ment n o t  c u r r e n t l y  under c o n s i d e r a t i o n  is  a t a x  or  su rch arge  on 

the  p i p e l i n e  t h r o u g h o u t .  Th is  ta x  in  e f f e c t  i s  passed on to 

consumers i n  the form o f  in c re a s e d  gas p r i c e s .  Economists d e f i n e  

such su rcharges  as a va lue added taxes and i f  implemented could  

r e s u l t  in  a s i g n i f i c a n t  source o f  revenue f o r  the owners o f  the  

non-renewab le  re s o u r c e .

c.

ECONOMIC RENT

A nother  p o t e n t i a l  source  o f  revenue f o r  the  owner o f  

a d e p l e t i n g  non-renewab le  resource  such as o i l  and gas i n v o l v e s  

the  concept  o f  economic r e n t .

. . 15
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I n d u s t r y  r i g h t l y  dese rves  a re a son a b le  r a t e  o f  r e t u r n  

f o r  the  c a p i t a l  I nves tm en t  r e q u i r e d  to  deve lop  a re so u rce  and the  

r i s k  i n c u r r e d  1n t h i s  e f f o r t .  However, the  re so u rce  i t s e l f  1s 

a g i f t  o f  n a tu re  and as such belongs to  the p u b l i c .  Since by 

d e f i n i t i o n  non- renewab le  re so urces  are  f i n i t e ,  t h e i r  va lue  tends  

t o  i n c r e a s e  as they are used up. As has been d r a m a t i c a l l y  shown 

r e c e n t l y ,  the  va lue  o f  . a l l  p e t ro le u m  re so urces  has in c re a s e d  

g r e a t l y  due to  r e l a t i v e  s c a r c i t y .

To whom then shou ld  t h i s  a d d i t i o n a l  va lue  accure?

Economlsts c a l l  t h i s  v a lu e ,  economic r e n t ,  and many f e e l  i t  sh ou ld  

accrue  to the  p u b l i c  b e n e f i t .  Th is  p r i n c i p l e  has been advanced  

f o r  some t ime by economic t h e o r i s t s ,  b u t  few governments have 

t r i e d  to  d ev ise  a p r a c t i c a l  way o f  a p p l y i n g  i t  t o  In c r e a s e  

revenues.

INDIRECT BENEFITS FROM PIPELINE DEVELOPMENT

To p ro v id e  opt imum b e n e f i t s  to n o r t h e r n e r s  f rom p i p e l i n e  

c o n s t r u c t i o n  and o p e r a t i o n ,  s e v e r a l  p o s s i b i l i t i e s  o t h e r  than d i r e c t  

d o l l a r  revenue e x i s t .

LOW COST GAS TO COMMUNITIES

One o f  the n e g o t i a t e d  b e n e f i t s  to  r e s i d e n t s  o f  the  

. . . . . . . .л'.. . Mackenzie D i s t r i c t  o f  the N o r th w es t  T e r r i t o r i e s  o r  o f  the  Keewat in

.  16
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D i s t r i c t  i n  the case o f  the  proposed P o la r  Gas P i p e l i n e  would  

be to  s u p p ly  low c o s t  n a t u r a l  gas to  Mackenzie V a l l e y  and Keewat in  

c o m m u n i t ie s .

ASSISTANCE TO NORTHERN BUSINESS 

Goods and S e rv ic e s

The o p e r a t o r ,  h is  agent  o r  c o n t r a c t o r  s h ou ld  a l s o  be 

r e q u i r e d  to  ensure t h a t  the l o c a l  c a p a c i t y  to  supp ly  

goods and s e r v i c e s  d u r in g  c o n s t r u c t i o n  and o p e r a t i o n  o f  

the p i p e l i n e  is  u t i l i z e d  to the maximum e x t e n t  p o s s i b l e .  

Where a c o n s t r a i n t  e x i s t s  p r e v e n t in g  l o c a l  s u p p l i e r s  

f rom p a r t i c i p a t i n g  in  p i p e l i n e  a c t i v i t y ,  t h e * o p e r a t o r  

shou ld  c o n s i d e r  ways and means o f  a l l e v i a t i n g  t h a t  

c o n s t r a i n t .  For example,  where the c o n s t r a i n t  i s  la c k  

o f  f i n a n c e  f o r  e x te n d in g  i n v e n t o r i e s ,  the  d e v e lo p e r  or  

h is  c o n t r a c t o r  m igh t  prepay p a r t  o r  a l l  o f  t h e i r  o r d e r  

t o  an i n d i v i d u a l  s u p p l i e r .  Where the c o n s t r a i n t  is  

l a c k  o f  l o g i s t i c a l  p la n n in g  in  compar ison to  so u th e rn  

s u p p l i e r s ,  the d e v e lo p e r  or h is  c o n t r a c t o r  c o u ld  p r o v id e  

adv ice  and t e c h n i c a l  a s s i s t a n c e  to  n o r t h e r n  s u p p l i e r s .

C o n t ra c ts

. . .  The o p e r a t o r  shou ld  a g re e ,  where p o s s i b l e ,  to  c o n t r a c t

. . 17
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the  goods and s e r v i c e s ,  necessary in  c o n s t r u c t i o n  and 

o p e r a t i o n  o f  the  p i p e l i n e ,  r a t h e r  than g en e ra te  them 

I n t e r n a l l y  and w h e reve r  p o s s i b l e  break  these  c o n t r a c t s  

up i n t o  smal l  u n i t s  wh ich  co u ld  be more e a s i l y  managed 

by n o r th e r n  c o n t r a c t o r s  and s u p p l i e r s 1 1 .

. T e c h n ic a l  and M a n ag e r ia l  A s s is ta n c e

The o p e r a t o r  s h o u l d ,  w o rk in g  w i t h  government,  undertake  

to  i d e n t i f y  o p p o r t u n i t i e s  f o r  n o r t h e r n e r s  w is h in g  to 

become in v o l v e d  in  p i p e l i n e - r e l a t e d  e n t e r p r i s e s ,  and in  

c o n j u n c t i o n  w i t h  a l l  l e v e l s  o f  government  encourage the
*V

e s ta b l i s h m e n t  o f  these  e n t e r p r i s e s  th ro u g h  the  p r o v i s i o n *  

o f  t e c h n i c a l  and manager ia l  a s s i s t a n c e  a n d / o r  m i n o r i t y  

e q u i t y  f i n a n c i n g ,  o r  th rou g h  guaranteed c o n t r a c t s  

( c o m p e t i t i v e l y  d e te rm in e d )  f o r  a g ive n  p e r io d  o f  t ime.

Some o p p o r t u n i t i e s 12 r e c e n t l y  i d e n t i f i e d  in  the T e r r i t o r i a l  

Governments r e p o r t  e n t i t l e d ,  E n t r e p r e n e u r i a l  O p p o r t u n i t i e s  

Study which  shou ld  be i n v e s t i g a t e d  i n c l u d e :

4 /

( i )  E s t a b l i s h i n g  a p r e f a b r i c a t e d  hous ing

v a c i l i t y  f o r  the  p r o d u c t i o n  o f  c o n s t r u c t i o n  

camps;

. . 18
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(11)  C o n t r a c t i n g  f o r  o p e r a t i o n s  and ma in tenance  

r e l a t e d  s e r v i c e s ;

(111)  C o n s t r u c t i o n  and su pp ly  o f  p r e - c a s t  c o n c r e te  

r 1 v e r  w e ig h ts  ;

A t  the same t im e  the  Federal  and T e r r i t o r i a l  Governments  

shou ld  g r e a t l y  I n c r e a s e  the amount and a v a i l a b i l i t y  o f  

co n ce ss io n a l  development  f i n a n c i n g  f o r  r e s i d e n t s  o f  the  

Northwes t  T e r r i t o r i e s .  N a t i v e  peop le  sh ou ld  be f u l l y  

In formed o f  the  e x t e n t  o f  such a s s i s t a n c e  a v a i l a b l e  to  

them and an a l l - o u t  e f f o r t  made to  s u p p ly  them w i t h  the  

manager ia l  s k i l l s  needed to  u t i l i z e  o p p o r t u n i t i e s  

r e s u l t i n g  f rom deve lopment  a c t i v i t y .  Wi th such con

s i d e r a t i o n s  o p e r a t i n g  in  c o n j u n c t i o n  w i t h  the  e a r l y  

s e t t l e m e n t  o f  n a t i v e  land  c l a i m s ,  we b e l i e v e  the  

n o r th e r n  development  w i l l  take  on a new and c h a l l e n g i n g  

meaning.

EMPLOYMENT PREFERENCE

Mr. Commissioner ,  w i t h  r e s p e c t  to  the employment  

o p p o r t u n i t i e s  t h a t  w i l l  accompany the c o n s t r u c t i o n  and o p e r a t i o n  o f  

t he  Mackenzie V a l l e y  Gas P i p e l i n e ,  we b e l i e v e  t h a t  the  o p e r a t o r  

sh ou ld  g iv e  r e s i d e n t s  o f  the  N o r th w es t  T e r r i t o r i e s  e v e ry  o p p o r t u n i t y
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f o r  employment and r i g h t  o f  f i r s t  r e f u s a l  o f  employment  b e fo re  

l a b o u r  i s  sought  o u t s i d e .  You w i l l  r e c a l l  the  recommendations  

r e g a r d i n g  employment o p p o r t u n i t i e s  c o n ta in e d  in  the  Report  o f  

the Board o f  I n q u i r y  i n t o  l a b o u r  Standards  and Labour R e g u la t io n s  

i n  the  N or thwes t  T e r r i t o r i e s ,  t a b le d  d u r in g  the 49th  Session  

o f  Co u nc i l  and d is cu ssed  a t  some le n g th  by members o f  t h a t  House 

on t h a t  o cca s io n .

The r e p o r t  was p repared  under the  Cha irmansh ip  o f  Dr.

K.A.  Pugh who, a lo ng  w i t h  Mr. Reg C la rke  and Mr. Roy Jamha appeared  

b e fo r e  t h i s  C o u n c i l ,  a t  the re q u e s t  o f  C o unc i l  members.

* '

INDUSTRIAL GROWTH • • *'

Many n o r t h e r n e r s ,  whether  they  l i v e  i n  the T e r r i t o r i e s  

o r  i n  th e  n o r th e r n  reaches o f  the  p r o v i n c e s ,  r e s e n t  and r e s i s t  any 

d e f i n i t i o n  o f  development  t h a t  suggests the  i r r e s p o n s i b l e  

e x p l o i t a t i o n  o f  the  N o r t h ' s  non- renewab le  re s o u rc e s  by t h e i r  f e l l o w  

Canadians to  the South.

N o r t h e r n e r s ,  I s u g g e s t ,  would w e l l  u n d e rs ta n d  and
*

a p p r e c i a t e  the i n t e n t i o n  o f  the  A l b e r t a  government  to  use a p o r t i o n  

o f  the  revenues d e r i v e d  f rom p r im a ry  i n d u s t r y ,  p a r t i c u l a r l y  the  

e x p l o i t a t i o n  o f  non- renewab le  resources  such as p e t ro le u m  and 

n a t u r a l  gas, to  ensourage the  growth o f  a h e a l t h y ,  s e l f - p e r p e t u a t i n g
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economy based on thriving secondary and tertiary Industries.

Residents of the Northwest Territories should be 

similarly concerned and give conceptual consideration to the 

feasibility of developing an Industrial base for the Northwest 

Territories In the southern portion of the Mackenzie District.

This suggestion recognizes the reality of Canada's 21st 

Century and the fact that we are a Pacific power and as well 

enjoy a long-standing position 1n the Atlantic family of nations.

While transportation and communication links between 

the Mackenzie District and the South are for the most part with 

Edmonton* we must not lose sight of the fact that the Pacific 

Coast as the crow flies Is only some 700 miles distant. This 

Council has constantly urged that Improved transportation and 

communication links must be developed between the Yukon* northern 

British Columbia* and by extension* the Pacific Basin.

Progmatlcally speaking, we recognize that Canada's 

increasingly urgent need for fossil fuels could preclude the setting 

up of a petro-chemica1 processing centre 1n the Northwest Territories 

However, I. suggest and recommend that this possibility should not 

be overlooked 1f approval is given to build a pipeline system that 

will carry fossil fuel to southern Canada through the Mackenzie 

River Valley. .
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Nr. Commissioner, this concludes the final report * 

of the Standing Committee on Development and Ecology. On behalf 

of the members of this committee* John Parker, Jim Rabesca, Louis 

Hamel in and Lyle Trimble, and myself, may I say that we are pleased 

to have served as members of this Council's first Standing Committee 

on Development and Ecology. On behalf of Committee members and 

mysnlf, I wish to express our thanks and appreciation to our very 

able Secretary Larry Elkin and his Research Officer, Bill 

Carpenter, who provided us with much valuable assistance and 

information.

During the past few minutes your generous patience and 

attention have permitted me to outline for you some of the benefits» 

both real and potential, that could accrue to the Government of 

the Northwest Territories if we en.ioved full provincial status.

IN SUMMARY, THEN, ANY PIPELINES CONSTRUCTED IN THE

No r t h w e s t Ter ritories m u s t d e vel op be nef it s d e f i n e d in te rms of

NORTHERN PEOPLES AND THEIR ENVIRONMENT, IN THE ENHANCEMENT OF THE 

QUALITY OF NORTHERN LIFE STYLES, AND IN REAL OPPORTUNITIES FOR 

INDIVIDUAL ACHIEVEMENT AND GROWTH,

A JUST AND EARLY NATIVE LAND CLAIMS SETTLEMENT MUST OCCUR

in the Nor th w e s t Ter rit or ies an d should be seen as pa rt of the

. . 22
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PLANNED PROCESS OP NORTHERN DEVELOPMENT WHICH WILL ENSURE AND 

GUARANTEE THE PARTICIPATION OF NATIVE NORTHERNERS.

An d f i n a l l y, t h rou gh u t ili zi ng revenues g e n e r a t e d

FROM THE PROPOSED MACKENZIE VALLEY PIPELINE DEVELOPMENT. THE

Go v e r n m e n t of the No r t h w e s t Te r r i t o r i e s, if w e e n joy ed f u l l

PROVINCIAL STATUS,. COULD EXIST FISCALLY INDEPENDENT OF THE

Go v e r n m e n t of Ca n a d a, w i t h i n Co n f e d e r a t i o n.

As Chairman of this Committee, I move receipt of

this final report by the Commissioner In Council of the Northwest

Territories.

1
1 V

THE STANDING COMMITTEE ON 
DEVELOPMENT ANO ECOLOGY.

DATED at .YELLOWKNIFE, N.W.T. 
This St/ 0аУ of January A.D
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