
Northern Gateway Pipelines Limitted Partnership (NGPLP)
claims billions of dollars in benefits to the Canadian economy on
the basis that the existence of its proposed pipeline will create an
advantageous ‘price-setting’ mechanism for all tar sands
bitumen. The December report of the National Energy Board’s
Joint Review Panel notes the NGPLP claim that all Alberta
bitumen producers should be able to escape severe price
discounts (for bitumen), currently prevalent in US markets,
through the opportunity the pipeline would provide to access
higher Asian market prices.

However, the ownership structure of the pipeline—a limited
partnership of oil industry corporations—severely restricts the
shipping capacity available to non-partners. Together with
significantly higher tolls for non-partners, pipeline ownership
may limit their Asian market access, thus leaving the claimed
‘price-setting’ function open to serious question. With no
significant competition, the members of the Northern Gateway
Limited Partnership could effectively monopolize the Asian
trade. 

Flow Through Mechanism
The limited partnership structure incorporates a ‘flow-through’
mechanism whereby net revenues from the pipeline are taxed in
the hands of the partners, who may well be in a position to use
losses from their production operations to neutralize their

resulting tax exposure. 
The flow-through structure also limits the extent of  each

Partner’s current investment, which in turn limits their liability
in the event of accidents or spills.

Quadruple Advantage 
Thus Northern Gateway’s partners, who are also bitumen
producers and shippers, would have the quadruple advantages
of controlling access to Asian markets, lower tolls, favourable
tax treatment of pipeline profits, and limited liability in the event
of spills.

At present, Northern Gateway’s limited partnership consists
of General Partner Northern Gateway Pipelines Inc, and
Enbridge Inc, the sole Limited Partner. 

Funding Participants, who have the option to become
Limited Partners, include Cenovus Energy Inc, INPEX Canada
Inc, Sinopec, Suncor Energy Marketing Inc, Total E&P Canada
Inc, and MEG Energy Corp. A majority of these organizations
have significant Chinese equity ownership. 

The names of a further four out of ten expected Limited
Partners have not been disclosed. Petro-China is expected to bid
on the construction contracts for the pipeline. 

NGPLP proposes a guaranteed rate of return on equity for
limited partners of 11-12%pa for 30 years 0
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