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1983 in Brief

[] Total capital expenditures for
1983 were $491.9 million compared to
$622.0 million in 1982.

[] Electric energy sales increased
from 14,998 million kilowatt-hours in
1982 to 15,854 million kilowatt-hours
in 1983, an increase of 5.7 per cent.
Peak demand in the winter of 1983-84
was 2,812 megawatts, compared to
2,542 megawatts experienced the pre-
vious winter.

(] The Corporation’s coal mines
produced a total of 11.6 million tonnes
during 1983, as compared to 10.4 mil-
lion tonnes the previous year.

[] Agreements were signed with
Esso Resources Canada Limited for the
acquisition of substantial additional coal
reserves.

[J The two-line 500 kV transmis-
sion system from the Keephills Gen-
erating Plant to the Ellerslie Substation
south of Edmonton was completed. This
is the first 500 kV system constructed in
Alberta.

[J Unit One, with 400 megawatt
capacity, was commissioned at the new
Keephills Generating Plant. Opening
ceremonies took place in September
1983. Unit Two is scheduled to start up
in early 1984.

[J Approval was received for two
interim rate increases. The first increase,
effective February 1, 1983 for consump-
tion from January 1, 1983, resulted in a
12 per cent net increase to the cus-
tomer. The second increase, effective
November |, 1983 for consumption from
October 1, 1983, averaged 6 per cent
net to the customer.

[] Construction continued at the
Sheerness Generating Plant in which the
Corporation owns a one-half interest.
The first 400-megawatt unit is scheduled
for completion by 1986.

[] Additional steps were taken
toward the construction of a 500 kV
transmission line to interconnect with
B.C. Hydro in the Crowsnest Pass area
of southern Alberta by 1985.

Primary business .. ..................

Net generating capability
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Number of direct customers
Number of indirect customers

(served through wholesale contracts) . ..

Number of staft positions
(including Farm Electric Services Ltd.)

Number of common and preferred shareholders

Percentage of common and

preferred shares registered in Canada . . .

Generation and distribution of electricity

......................... 3,733 MW
..................... 198,000 sq. km
............................ 275,226




Financial Results
in Brief

1983 1982
Total Assets. . ........... .. .. .......... $3,295,713,000 $2,820,652,000
Capitalization ... ... .. .. ... ... ... .. $2,808,317,000 $2,377,781.000
Gross Revenue from Operations . ... ... .. $ 631,724,000 S 492,556,000
Earnings Applicable to Common Shares .. $ 148,820,000 $ 134,802.000%*
Earnings per Common Share .. ... ... .. $2.74 $2.61*
Dividends Declared per Common Share. . . $1.38 $1.20
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Report to

Shareholders

The year 1983 was again one of sub-
stantial growth for the Corporation.
TransAlta Utilities continues to experi-
ence a level of load growth not seen in
the rest of the country, although at re-
duced levels compared to past years.
This growth is due in large part to ma-
jor industrial customers now coming on
stream who had committed to contracts
before the slowdown in the economy.

This report summarizes the major ac-
tivities undertaken by TransAlta Utilities
during the year and describes the Cor-
poration’s response to economic condi-
tions and the changing environment in
which it operates. The Corporation is well
positioned for the future. being able to
accommodate a moderate level of growth
or to respond to an accelerated pace
should the economy pick up.

Due to the general slowdown in the
economy and the uncertainty of load
growth in the period ahead. the planning
process for future power supply becomes
difficult at best. However, it seems clear
that the electric power industry will play
a very significant role in Alberta’s eco-
nomic recovery and since its projects are
capital intensive, they will have a major
impact on new investment and employ-
ment in the province.

Earnings per common share were
$2.74 in 1983, compared to earnings of
$2.61 per common share in 1982 before
extraordinary items. The increase in net
earnings applicable to common shares is
commensurate with the increase in the
average common sharecholders’ investment
and is in keeping with the rate of return
approved by the Public Ultilities Board.
Effective January 1, 1984, the quarterly
common share dividend was increased
from $0.34 to $0.36 per share.

Gross revenue increased 28 per
cent over 1982 to $631.7 million; oper-
ating deductions were up 32 per cent to
$398.0 million.

TransAlta Utilities raised $291.2
million in 1983 to finance ongoing capi-
tal programs and approximately $240
million is expected to be raised in 1984
to ensure an adequate and reliable sup-
ply of electricity to the Corporation’s
increasing number of customers.

The most significant event during
the year was the commissioning of Unit

(]

One at the new Keephills Generating
Plant. A second 400-megawatt unit is
scheduled for commissioning in early
1984. Keephills is TransAlta’s third coal-
fired generating plant in the Wabamun
Lake area. In 1983 TransAlta’s three
coal-fired plants accounted for 92.5 per
cent of the Corporation’s electricity pro-
duction and together with the hydro-
electric plants supplied approximately
74 per cent of provincial electric energy
requirements through inter-utility eco-
nomic dispatch.

Providing 7.5 per cent of TransAlta’s
electricity production, the Corporation’s
13 hydro plants, located near major load
centres, are also an essential part of the
system, contributing to peak load generat-
ing demands.

The two-line 500 kilovolt (kV) trans-
mission system from Keephills to the
Ellerslie Substation near Edmonton has
been completed. Each line will operate
initially at 240 kV. These are the first 500
kV lines constructed in Alberta. A 500
kV transmission line is currently under
construction in the southern part of the
province. When completed in 1985, it
will connect the Alberta system with the
British Columbia Hydro and Power Au-
thority system in the Crowsnest Pass
area. This high voltage connection will
enhance operating flexibility and re-
duce costs by deferring new generating
capacity.

In September 1983 TransAlta Utili-
ties entered into a purchase agreement
and joint venture study agreement with
Esso Resources Canada Limited, provid-
ing the Corporation with a 50 per cent
undivided interest in the Judy Creek
North coal field leases. The study will
provide information related to the future
development of an open-pit coal mine and
thermal power plant in the Judy Creek
area.

Coal continues to be the Corpora-
tion’s primary fuel source. Over the past
several years TransAlta Utilities has ac-
quired substantial additional coal reserves
in Alberta to ensure a low-cost fuel sup-
ply for future electricity production. The
Corporation actively supports research
aimed at making coal an even more effi-
cient and cost-effective fuel resource. It
is participating in studies of unique and
innovative combustion technology to re-
duce sulphur and nitrogen oxide emis-
sions and is also investigating the use
of coal as a raw material for conversion



to gaseous and liquid hydrocarbons.

On December 14, 1983 the Energy
Resources Conservation Board (ERCB)
recommended to the Alberta Government
that the in-service dates of the four gen-
erating units currently under construction
at the Sheerness and Genesee sites be
deferred. TransAlta Utilities and Alberta
Power Limited are 50 per cent joint
owners in the Sheerness Generating Plant,
located approximately 150 kilometres
northeast of Calgary. The Genesee Gen-
erating Plant, 70 kilometres west of
Edmonton, is being constructed by
Edmonton Power.

TransAlta Utilities and Alberta
Power support the ERCB’s decision
report. The deferral of construction of
these plants is necessary so that generat-
ing capacity additions in the province can
more closely match the reduced load
forecast of the Electric Utility Planning
Council (EUPC). Composed of repre-
sentatives from the major electric utili-
ties in Alberta, the EUPC prepares elec-
tric load forecasts and recommends
major generating and transmission require-
ments for the Province. (On February 22,
1984 the Alberta Cabinet announced
its approval of the commissioning dates
as recommended by the ERCB.)

TransAlta Utilities, Alberta Power
and the Government of Alberta are con-
ducting joint studies to determine the
feasibility of utilizing the hydro-electric
potential of the Slave River. The proj-
ect area 1s located in northeast Alberta
bordering the Northwest Territories, some
750 kilometres north of Edmonton.

The relocation of Calgary staff from
leased space into TransAlta Two, the new
office building adjacent to TransAlta One,
commenced late in 1983. The two build-
ings will consolidate the Corporation’s
head office operations.

TransAlta Resources Corporation, a
subsidiary of TransAlta Utilities, experi-
enced increased activity during 1983.
TransAlta Resources was established in
1981 to segregate investments from the
operations and financing of TransAlta
Utilities.

As a division of TransAlta Re-
sources, a new business venture called
TransAlta Energy Systems has been un-
dertaken to design, market, install and
maintain microprocessor-based building

control systems. These energy manage-
ment systems are designed to reduce en-
ergy costs, improve occupant comfort and
optimize building operating efficiency.
Another recent investment by TransAlta
Resources involves a venture to provide
consulting services and develop com-
puter hardware and software for improve-
ment of office systems compatibility
and productivity.

TransAlta Resources has arranged a
term loan with a Canadian chartered

bank and has issued short-term commer-
cial paper. An offering of 8% First Pre-
ferred Shares, Series B, raising approxi-
mately $70 million has been completed.
In conjunction with a rights offering by
TransAlta Utilities, an additional $19.2
million was raised through the sale of
warrants of TransAlta Resources entitling
holders to purchase shares of Canadian
Utilities.
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Exercise of these warrants is ex-
pected to result in the disposal of sub-
stantially all of the interest of TransAlta
Resources in Canadian Utilities Limited
by December 15, 1987. Such disposition
is in accordance with an August 1982
agreement between TransAlta Utilities and
Canadian Utilities for the divestiture of
interlocking equity ownership positions.

The Corporation received approval
from the Public Utilities Board (PUB)
for two interim rate increases during
1983, which averaged 12 per cent and
6 per cent net to the customer. Both in-
creases were necessary to give TransAlta
an opportunity to recover its approved
revenue requirement for 1983. Start-up
of the Keephills Generating Plant in
1983 was the major reason for the in-
creased revenue requirement. Construc-
tion costs for Keephills have been accu-
mulated over the six-year construction
period and under Alberta regulatory
legislation can only be included in rate
base when the plant starts operating.

The operations of the Alberta Elec-
tric Energy Marketing Agency (esta-
blished by the Alberta Government in
1982) had an impact on TransAlta’s
customers for the first time. The Agency’s
operations are directed toward reducing
disparity between the charges of high
and low cost electric energy producers
in the province. TransAlta’s charges
had to increase since it is the lowest
cost power producer in Alberta.

In order that TransAlta customers
would not immediately experience the
full increase in charges due to the opera-
tions of the Agency, the Alberta Govern-
ment established a temporary shielding
program. Until September 1983, the Gov-
ernment fully shielded TransAlta custom-
ers from any increase. However, the par-
tial removal of the shielding in September
1983 resulted in TransAlta having to ap-
ply to the PUB for a special levy which
increased customers’ charges by 2.5 per
cent at that time. Further increased
charges due to the Agency’s operations
are anticipated as the shielding is
removed.

The economic recession being ex-
perienced in Alberta has had an impact
on TransAlta’s operations and revenues,
and general economic recovery may lag
that of other provinces. However, there
are indications that the recession has be-
gun to turn around. While TransAlta has
responded quickly and appropriately to
the downward shift in the economy, the
Corporation i1s well positioned to respond
to future growth. Load is expected to grow
more moderately, but the long-term de-

velopment of the province and its abun-
dant resources should continue as Cana-
dian and international markets expand.

In the meantime, the Corporation
is seeking new opportunities in these
changed economic circumstances. The
diversification of TransAlta Resources,
mentioned earlier, is one such way to
promote the continued well-being of the
Corporation. For the utility operation,
capital budgets have been reduced by de-
ferring projects, but only to the extent
that the quality of service to our custom-
ers will not be adversely affected. Opera-
tions are continually scrutinized for fur-
ther cost-cutting.

Productivity has always been an im-
portant aspect in all areas of the Cor-
poration. Already at a high level, that
productivity will be further enhanced with
the increased emphasis on the use of com-
puters throughout all departments.

At the Annual Meeting in May
1983, R. T. Scurfield retired from the
Board. His fellow Directors and Manage-
ment wish to record their appreciation
for his valued contribution and advice.
G. J. Maier, President and Chief Execu-
tive Officer of Bow Valley Industries
Ltd., was elected to the Board of Direc-
tors at that meeting.

Providing reliable service at the
lowest cost has been a long standing com-
mitment of the Corporation. Our success
in this regard depends heavily on the
dedication and efforts of our employees.
We express our sincere appreciation to
our employees, particularly under the
current difficult economic conditions.

Our success also depends on the
continued support of the investors who
supply the funds and our customers for
whom the business exists.

The foregoing, together with the fol-
lowing reports, are respectfully submit-
ted on behalf of the Board of Directors.

SRR

A. W. Howard
Chairman of the Board

M. M. Williams

President and
Chief Executive Officer

February 14, 1984



Corporate
Profile

The largest investor-owned electric
utility in Canada, TransAlta Utilities pro-
vides over two-thirds of Alberta’s electri-
cal requirements. Its active subsidiaries
include TransAlta Resources Corporation,
TransAlta Fly Ash Ltd., Kanelk Trans-
mission Company Limited and Farm
Electric Services Ltd. Incorporated un-
der the laws of Canada, and Canadian-
owned, the Corporation completed its first
generating plant at Horseshoe Falls in
1911.

Customer Service

By the mid 1920s, the Corporation
had begun an expansion program to pro-
vide central station service 24 hours a
day. Expansion has continued over the
years and the Corporation now supplies
approximately 600 cities, towns, villages
and hamlets, as well as farms and other
customers in the surrounding rural areas.

Generation

The Corporation owns and operates
three coal-fired plants and 13 hydro-
electric plants, located near major load
centres. These plants have a total nomi-
nal net generating capability of 3,733
megawatts, the operations of which are
combined to achieve minimum overall
cost of power. The large coal-fired units
supply the base or continuous load, while
the hydro plants provide additional re-
quirements, particularly during peak load
periods.

Construction is continuing at the
coal-fired Keephills Generating Plant and
the jointly owned Sheerness Generating
Plant. The first 400-megawatt unit at
Keephills was commissioned in 1983, with
the second unit expected to start up in
early 1984.

Mining

The Corporation has provided most
of its own fuel requirements since 1962.
It owns and operates two coal mines
which produced about 1.6 million
tonnes in 1983, Since the early 1960s the
Corporation has been active in reclama-
tion and to date has successfully reclaimed
838 hectares (2,069 acres) of land.

Automation

The 13 hydro-electric plants, com-
prising 26 unattended generating units,
are operated from a control centre 72
kilometres west of Calgary. This centre
handles load dispatching for all the units,
directs the operation of the main trans-

mission system and controls the major-
ity of the switching points. By late 1984,
these activities will be transferred and

consolidated with electric system opera-
tions in a new system control centre.

Transmission

The Corporation owns over 62,500
kilometres of transmission and distribu-
tion lines. For efficiency and reliability,
the system is interconnected with all ma-
jor power plants in Alberta and with the
system in British Columbia. Through
a tie with B.C. Hydro, the Corporation
is also indirectly connected with the
power pool of electric utilities in the
northwestern United States.

Regulation

As an investor-owned utility, the
Corporation’s operations are subject to
various provincial regulatory bodies.

In addition to approving the Cor-
poration’s financing, the Public Utilities
Board approves rates for electric service.
These rates are based on the revenue re-
quirement needed to cover all operating
expenses, as well as to provide an op-
portunity to earn a return that will at-
tract the capital necessary to finance the
Corporation’s large construction programs.
The Board’s decisions are final and may
only be appealed to the courts on a mat-
ter of jurisdiction or law. The use of a
future test year and interim rates to cover
projected costs of service, with considera-
tion to increases in all costs including rate
of return, is an important progressive fea-
ture of Alberta rate regulation. This al-
lows the Corporation to meet large capi-
tal demands in highly competitive and
unstable financial markets.

The Energy Resources Conservation
Board approves construction of transmis-
sion lines, generating plants, coal mine
developments and service area changes.
Applications for construction must be filed
with the Board months and sometimes
years before the facilities are required.
Environmental impact statements and
plans to minimize any environmental
impact, such as land reclamation pro-
grams, must also be presented. The
Board’s decisions on generating plant are
subject to final approval through Order-
in-Council by the Alberta Government.

The Corporation is subject to the
provisions of the Electric Energy Market-
ing Act, which resulted in the establish-
ment of the Alberta Electric Energy Mar-
keting Agency in 1982. The Agency is
intended to reduce electric rate disparities
throughout the Province.
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The Corporation’s coal mines pro-
duced a total of 11.6 million tonnes of
coal during 1983. Of this amount, the
Highvale Mine produced 9.6 million
tonnes to fuel the Sundance Generating
Plant and the new Keephills Generating
Plant. Following commissioning of the
second unit at Keephills in 1984, High-
vale is expected to produce approxi-
mately 11 million tonnes a year. At the
Whitewood Mine north of Wabamun
Lake, two million tonnes of coal were
produced in 1983 to supply the Wabamun
Generating Plant. The Highvale and
Whitewood Mines constitute the largest
coal-mining operation in Canada. There
are approximately 657 million tonnes of
recoverable coal reserves at the two
mines.

With the start-up of the new Keep-
hills Generating Plant, it was necessary
to open a new pit at the Highvale Mine
to provide the additional coal require-
ments. Increases in coal production,
depth of overburden and the distance be-
tween the mine and the generating plants
have required the acquisition of additional
equipment and coal haulers.

New Equipment

Erection of a new Marion 8750
dragline with a 69-cubic-metre bucket and

6

a 122-metre boom commenced in 1983
at the Highvale Mine. The commissioning
of this machine in October 1984 will
bring the total number of draglines at the
two mines to six. During 1983 TransAlta
also added three 146-tonne coal haulers
to its fleet, These haulers, with unitized
body construction, are the only ones of
their type in Canada and demonstrate
considerable maneuverability.

Reclamation

The Corporation’s land reclamation
program has been underway for more than
15 years. Approximately 84 hectares (207
acres) were seeded to hay crops this year,
bringing the total amount of land suc-
cessfully reclaimed since mining started
to 838 hectares (2,069 acres).

During 1982 the Alberta Government
instituted a land reclamation requirement
at the Highvale Mine to strip and replace
existing topsoil and subsoil from a mini-
mum of 0.7 metres up to a maximum of
1.7 metres. This requirement has resulted
in 1983 reclamation costs of approxi-
mately $42,000 per hectare ($17,000 per
acre). These costs are somewhat less than
those experienced in 1982 because of the
Corporation’s improved soil handling and
replacement methods.

In cooperation with the Alberta
Government, ficld reclamation trials estab-
lished in 1982 were continued in 1983,
Results collected for at least five years
starting in 1983 will be used to finalize
the replacement subsoil depths required
at the Highvale Mine.

Coal Reserves

In September 1983, the Corporation
purchased from Esso Resources Canada
Limited a 50 per cent undivided inter-
est in Esso’s Judy Creek North coal leases
and a 100 per cent interest in a coal
lease covering 360 acres in the Highvale
Mine permit area. Under a joint venture
study agreement with Esso Resources, the
Corporation is involved in a feasibility
study to examine a possible open pit coal
mine and thermal power plant adjacent
to the Judy Creek North coal field. The
Judy Creek reserves are located 160 km
northwest of Edmonton. The timing of
the project will depend on the growth
in demand for electricity in the province
and the share of that demand to be sup-
plied by thermal generating plants. Over
the past several years the Corporation
has acquired substantial additional coal
reserves in Alberta to ensure a
low-cost fuel supply for future elec-
tricity production.
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During 1983, electric energy sales
increased to 15,854 million kilowatt-
hours from 14,998 million kilowatt-hours
in 1982, an increase of 5.7 per cent.
While this level of growth was lower than
in recent years, reflecting the slowdown
in the Alberta economy, it was still much
higher than other electric utilities experi-
enced in the rest of Canada. Load growth
for the next four years is expected to con-
tinue at about six per cent annually. Peak
demand for the winter of 1983-84 was
2,812 megawatts, compared to 2,542
megawatts the previous year.

Total capital expenditures for 1983
were $491.9 million, of which $310.6
million were spent on generating facility
construction, environmental equipment
and mining operations. With completion
of both units at the new Keephills Gen-
erating Plant by early 1984, capital ex-
penditures for 1984 are expected to de-
crease to some $360 million from the
record levels of the last two years.

Keephills

The most significant event during
1983 was the start-up of the first generat-
ing unit at the Keephills Generating
Plant. Unit One of this plant, located just
south of the Corporation’s Sundance

Generating Plant, was commissioned in
June 1983, with the opening ceremonies
taking place on September 7. Government
representatives, including the Alberta
Minister of Utilities and Telecommuni-
cations, the media, local community
members and employees were in atten-
dance. The second 400-megawatt unit at
Keephills is expected to start commer-
cial operation in early 1984,

Keephills is required to supply grow-
ing power demand and its start-up consti-
tutes a newsworthy milestone. Moreover,
when growth in demand warrants, Keep-
hills can be expanded by additional
generating units.

Keephills is the first generating
plant commissioned at a new location by
the Corporation in over 10 years, with
prior expansion during the 1970s occur-
ring at Sundance. Besides utilizing the
most modern and efficient technology
available, the completion of the plant
also demonstrates the success of public
participation. The relocation of the Ham-
let of Keephills, a joint effort on the part
of the community and the Corporation,
was a first for the province.



Photo, oppaosite page top: Len Winder, Shift Super-
visor at the Keephills Generating Plant, in the control
room for Units One and Two. The boiler and auxil-
iary control board for Unit One is shown here in the
foreground. with the turbo-generator control board
for Unit One directly behind Len. The control boards
for Unit Two, not shown here, are mirror images
of those used for Unit One

Photo, opposite page borrom: Marshall M. Williams,
President (/efr) and the Honourable R. J. Bogle,
Alberta Minister of Utilities and Telecommunications,
at the opening ceremonies for the new Keephills
Generating Plant.

TransAlta’s
Generating Plants

@ Hydro-Electric
A Coal-Fired

Sheerness

An application by Alberta Power
Limited, supported by TransAlta Utilities,
to defer the commissioning dates of
Sheerness Units One and Two as well as
two units of Edmonton Power’s Genesee
Generating Plant was recommended for
approval to the Alberta Government
by the Alberta Energy Resources Con-
servation Board on December 14, 1983.
The Alberta Cabinet announced its ap-
proval of the revised commissioning
schedule on February 22, 1984.

Unit One at Sheerness will be de-
layed six months and will go into opera-
tion in January 1986. Unit Two will go
into operation in July 1987, rather than
July 1986, The first Genesee unit will
be deferred from November 1986 to June
1988 and the second unit from August
1987 to February 1989. The request for
delay of the commissioning dates of
these four units was based on the de-
crease in load growth projected by the
Alberta Electric Utility Planning Coun-
cil in its most recent forecast of electric
demand and energy for the Alberta Inter-
connected System. TransAlta is a 50 per
cent co-owner with Alberta Power in the
Sheerness project.

As a result of the operation of the
Alberta Electric Energy Marketing
Agency, the rates of the Corporation’s
customers are directly affected by the
other utilities’ generating and transmis-
sion costs. Accordingly, TransAlta is tak-
ing an increased interest in the activities
of the other generating utilities in the
province, since higher costs for those
utilities will likely result in increased
rates for TransAlta customers as well.

Wabamun

The conversion of Unit One at the
Wabamun Generating Plant from gas to
coal-fired operation was completed in the
fall of 1983. All of TransAlta’s thermal
generating units are now coal-fired, with
natural gas only required for start-up and
emergency purposes. The conversion of
Unit One, which was originally com-
missioned in 1958, ensures a more ac-
tive role for the unit, demonstrates a com-
mitment to cost-effective utilization of
resources, and reflects the wisdom of the
Corporation in acquiring low-cost coal re-
serves beginning in the 1950s.

Fly Ash

In October 1983, TransAlta Fly Ash
Ltd. entered into a joint venture with Can-
ada Cement Lafarge Ltd. to produce and
market fly ash. Under the agreement,

TransAlta Fly Ash is responsible for all
fly ash production activities, including
quality control and preparation for dis-
tribution by rail and truck. Canada Ce-
ment Lafarge has the exclusive rights to
market the ash and is responsible for dis-
tribution and marketing activities, using
its existing infrastructure in Western
Canada. Prior to the agreement TransAlta
Fly Ash marketed the Corporation’s fly
ash. The revenue from the venture re-
duces ash disposal costs.

Emission Control

The Alberta Government has adopted
the new federal guidelines to strengthen
existing control of sulphur and nitrogen
oxides emissions. Under the new stan-
dards, the utility industry may be required
to introduce flue gas desulphurization
equipment on most new generating units,
at substantial additional cost, even though
TransAlta’s coal has a very low sulphur
content. For some time now the Corpo-
ration has been studying a new technol-
ogy to reduce these emissions using a
combustion technique being developed
by Rockwell International Corporation of
California. The application of this tech-
nology is expected to be substantially
lower in cost than currently available al-
ternatives and is well suited to Alberta
coals. As the technology is still experi-
mental the Corporation applied for pro-
vincial funding assistance in a demonstra-
tion project which would test up to three
combustors over a three-year period at
the Wabamun Generating Plant. This
would be the first commercial test of the
combustor.

Slave River

The Corporation is participating with
Alberta Power and the Alberta Govern-
ment in the early planning phase of the
Slave River Hydro Development in north-
eastern Alberta near the Northwest Ter-
ritories border. Studies are being carried
out to assess the socio-economic, envi-
ronmental, engineering and financial feasi-
bility of the project.

Dunvegan

The Corporation and Alberta Power
Limited, through the Electric Utility Plan-
ning Council, have completed some geo-
technical studies of the Dunvegan site on
the Peace River on behalf of the Alberta
Government. The studies were tabled in
the legislature in the fall. The Govern-
ment has indicated no plans for further
studies of this potential hydro site at this
time.




Research

The Corporation is actively investi-
gating and monitoring alternative energy
resources and related processes. Wind
generation, in particular, has come un-
der close examination. TransAlta is one
of the sponsors of a project to test wa-
ter pumping capabilities for irrigation at
a site near the Lethbridge Research Sta-
tion. The test program will run until May
1985 its results will be made available
through the Alberta Research Council’s
Solar and Wind Energy Research Program
to farmers, ranchers, manufacturers and
other interested parties. TransAlta has
also entered into a contract with the Al-
berta Research Council to carry out a
“‘wind prospecting’’ study at various
existing hydro plant locations west of
Calgary. The study will monitor wind
data at selected sites and examine the
feasibility of either generating electric-
ity directly through wind power or using
wind power for water pumping in
pumped storage schemes.

TransAlta is exploring co-generation
opportunities with interested industrial
customers whereby electricity could be
generated efficiently and economically as
a byproduct of an industrial process. A
proposal has been submitted to a customer
for a joint study to evaluate the feasibil-
ity of co-generation at a petrochemical
plant. In another case, the Corporation
is considering participating in preliminary
feasibility studies for a co-generation proj-
ect involving a mining company in the
Hinton area. Moreover, during 1983
TransAlta established a policy and proce-
dures to permit interconnection with
customer-owned generating systems. One
customer in Cardston has already inter-
connected a wind turbine, while discus-
sions are being held with another
customer.

A joint pilot project between Trans-
Alta and Dome Petroleum Limited to re-
cover carbon dioxide from the stack flue
gases at the Sundance Generating Plant
has proven technically feasible. The two
companies continue their efforts to iden-
tify interested customers. One major oil
company has shown an interest in the
product.

Another project, to test the process
of flash-hydro-pyrolysis, the extraction
of gases and marketable liquid hydrocar-
bons from coal, has not yet been shown
to be economic. The Corporation contin-
ues to monitor this process, as well as
coal gasification, small hydro potential,
geothermal and nuclear power, although
none of these are economically attractive
in Alberta at this time.

9
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IransAlta’s high level of growth over the years can
be attributed lar 1
the Corporation’s customers and increased
tion. In 1974 TransAlta served a total of 354

gely to an increase in the

578 direct
customers and indirect customers through wholesale
contracts. By 1983 the total num stomers
increased to 568.000, an increase of approximately
60 per cent over the ten-year period

nsump-

Capital expenditures for transmis-
sion, distribution, substation and other
equipment totalled $181.4 million in
1983, compared to $223.4 million in
1982.

500 kV

Both lines of the 500 kilovolt trans-
mission system from the Keephills Gen-
erating Plant to the Ellerslie Substation
south of Edmonton have been completed.
These lines connect the Keephills Gen-
erating Plant to the Alberta Interconnected
System, the transmission grid supplying
power to the whole province. They are
operating at 240 kV each until additional
generating units are constructed in the
Wabamun Lake area and connected to
the transmission system, at which time
their voltage will be raised to 500 kV.

A 500 kV line from the Langdon
Substation southeast of Calgary to inter-
connect with B.C. Hydro at Phillipps Pass
is currently under construction and will
be completed and operate at 500 kV in
the fall of 1985. Capable of transmitting
up to 800 megawatts of electric power,
the interconnection will enhance operat-
ing flexibility and reduce costs by defer-
ring new generating capacity.

As load continues to grow in south-
ern Alberta, it is also expected that a 500
kV line from the Wabamun Lake area to
Calgary will be required in the mid-
1990s.

Control Centre

A new Control Centre will consoli-
date and coordinate all TransAlta’s elec-
tric system control and generation dis-
patch functions from Calgary. To date
these functions have been carried out and
coordinated from several separate operat-
ing centres in the province. The Centre,
which will include the most recent
computer-based equipment, will be com-
missioned in two phases. Phase one will
relocate all existing operating centres into
the one facility by the fall of 1984. The
second phase, planned for 1985, will in-
volve the introduction of sophisticated
computerized systems. This will enable
continuous analysis of electric system sta-
bility and economic automatic generation
control.
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Voltage Control

The Corporation is taking advantage
of new solid-state power equipment tech-
nology to provide effective transmission
control, thereby increasing transmission
transfer capability. The new equipment,
called a static var compensator, will be
installed at the Langdon Substation by
September 1985.

Customers

At the end of 1983, the Corpora-
tion was serving 275,226 customers
directly and 292,774 customers indirectly
through wholesale contracts.

Major industrial customers added
to the system during 1983 include a sec-
ond Dome Petroleum gas reprocessing
plant at Empress, Novacor Chemicals’
polyethylene plant at Joffre and Union
Carbide’s ethylene-glycol plant at Prentiss.

By the end of 1983, a total of 80
of the 210 Rural Electrification Associa-
tions (REAs) originally served by the Cor-
poration had elected to transfer their
distribution facilities to TransAlta. Some
18,000 farm customers previously served
through REAs are now served directly by
the Corporation.

Edmonton Area Changes

Following negotiations over a two-
year period, a final agreement was com-
pleted early in January 1984 with regard
to the transfer of service area to the City
of Edmonton. The area includes some
4,500 customers. One condition of the
separation settlement involves supplying
Edmonton Power with 95 megawatts of
power from the Keephills Generating
Plant until September 30, 1986.

The sale of the Sherwood Park wa-
ter system to the County of Strathcona
was in the final stages of completion at
year end. This sale completely divests
the Corporation of any interest in muni-
cipal water systems.

Rates

The Corporation received approval
for two interim rate increases during
1983. The first increase, effective Febru-
ary 1, 1983 for consumption from Janu-
ary 1, 1983, was for a 12 per cent net
increase to the customer. The second
increase, effective November 1, 1983 for
consumption from October 1, 1983, av-
eraged 6 per cent net to the customer. Be-
fore income tax rebate, the increases




were 15 per cent and 14.1 per cent, res-
pectively. Both increases were necessary
to give TransAlta the opportunity to re-
cover its approved revenue requirement
for 1983, The accumulated costs of the
Keephills Generating Plant and increased
income taxes were the major reasons for
the increased revenue requirement.

On November 16, 1983, TransAlta
filed rates information and an application
with the Public Utilities Board. The in-
formation provided an estimate of the
forecast revenue requirement for the util-
ity for 1984, while the application re-
quested that interim rates currently in ef-
fect be continued during 1984. The ap-
plication was approved on December 20,
1983. Continuation of the current interim
rates is needed to cover the cost of items
approved in the 1983 rate base. These
rates are expected to be sufficient to re-
cover the greater portion of the estimated
revenue requirement for 1984. The Cor-
poration anticipates that its 1984 reve-
nue requirement will be determined by
the Board by the fall of 1984, at which
time the Corporation will review whether
current rates are adequate to meet the ap-
proved 1984 revenue requirement.

Marketing Agency

The Alberta Electric Energy Market-
ing Agency had an impact on Trans-
Alta’s customers for the first time in
1983. With the Agency’s intention to
reduce rate disparities across the province,
rates to TransAlta customers are ex-
pected to increase due to the averaging
process, since TransAlta is the lowest
cost power producer in Alberta. However,
in the first 12 months of the Agency’s
operations, the Alberta Government fully
shielded TransAlta customers from any
increase due to the Agency’s activities.
When the Government removed part of
the shielding in 1983, TransAlta found
it necessary to apply for a 2.5 per cent
special levy for all customers, reflecting
the higher costs of the other producers.
This increase was approved by the Pub-
lic Utilities Board and went into eftect
September 1, 1983, It is expected that
additional rate increases will be required
as the shielding is further reduced. The
Government has stated that by September
1987 all shielding will be removed. For
further information on how the Agency
functions refer to pages 26 and 27.

Energy Management

Under a new program TransAlta is
offering energy audits and related serv-
ices to commercial and industrial cus-
tomers. The program is intended to help
customers reduce energy costs and to en-
courage load management. Services in-
clude infrared thermography, electrical
system analysis and comprehensive en-
ergy audits.
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Public interest in energy management
resulted in the distribution by the Corpo-
ration of over 100,000 brochures, book-
lets and data sheets during 1983. Re-
sponse was also positive to the Corpora-
tion’s introduction of energy management
kits and material for grade schools and
its participation in seminars for district
home economists.
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Throughout its history the Corpora-
tion has placed great emphasis on pro-
ductivity and cost-etfectiveness and
believes its programs have been effective.
As a direct measure of improved em-
ployee productivity, in 1960 2.7 million
kilowatt-hours were produced and de-
livered to customers per employee. By
1970, 4.8 million kWh were delivered
per employee, while in 1983, 6.4 mil-
lion kWh per emplovee were achieved.
This trend of productivity improvement
is evident in other areas of operations
as well.

The 1980s present an even greater
challenge and greater need to keep costs
as low as possible. As in previous years,
TransAlta has planned capital projects to
minimize capital and operating costs,
while at the same time ensuring that an
adequate quality of service is maintained.
In addition, the Corporation continues to
look for ways to cut operating costs.

Productivity

During the year the Corporation’s
Productivity Council, formed in 1981 and
comprised of employee and management
members, continued to seek further ways
to involve employees in achieving pro-
ductivity gains. Implemented in 1982, the
Action Recommended Program, which
encourages productivity improvement sug-
gestions from all areas of operation, has
received 175 suggestions to date, of which
54 suggestions have been implemented.
For example, annual savings of $113,000
per year have been achieved from the
implementation of a suggestion by a plant
employee to rebuild coal mill table seg-
ments in situ.

Computers

Productivity gains are generally
achieved by making the best use of avail-
able resources. One of those resources is
the computer and the Corporation is
expecting computer applications to con-
tribute further productivity gains in the
future. More intensive and effective use
of computers during 1983 has resulted
in increased efficiency of operations, par-
ticularly in the Engineering, Purchasing,
Consumer Services and Planning Depart-
ments. Other computer applications, in-
cluding greater office automation, will
provide further efficiencies in the com-
ing years.

Staff

On December 31, 1983, the num-
ber of staff positions for TransAlta Util-
ities and Farm Electric Services Ltd. was
2,547 compared to 2,582 in 1982,

In 1983, 19 employees joined the
Employees’ 25 Year Club, which hon-
ours those men and women with 25 years
or more of service to the Corporation.
There are now 278 TransAlta employ-
ees who are members, representing an
aggregate of 8,570 years of service.

New Office Building

In the fall of 1983, employees com-
menced relocation to the new office
building, TransAlta Two. This new build-
ing is located adjacent to TransAlta One
at TransAlta Place in downtown Calgary.
Both buildings will be fully utilized by
TransAlta staff. New building costs were
significantly reduced by the timely deci-
sion to defer construction of half of the
building. The building will consolidate
the head office operations of the Cor-
poration, which were being carried out
at four locations in addition to TransAlta
One.

Safety and Training

Corporate and individual effective-
ness and the ability to work safely con-
tinue to be of prime importance to
TransAlta. To this end, training in man-
agement, professional, technical trades and
safety continues. Management and pro-
fessional training emphasizes the utiliza-
tion of team management concepts, em-
ployee participation and involvement in
achieving common objectives. In addi-
tion to programs already under way,



technical training this year included a new
program on 500 kV live line mainte-
nance for linemen, the development of
a journeymen power lineman upgrading
program and a training program for
operators of the new System Control
Centre. These programs, combined with
ongoing emphasis on safety, are aimed
at providing the necessary job skills and
knowledge to ensure an optimum level
of corporate safety and performance.

Collective Agreements

The collective agreement with the
TransAlta Employees’ Association which
expired December 31, 1983, was settled
early in 1984. The one-year collective
agreement with the International Brother-
hood of Electrical Workers expired
December 31, 1983 and negotiations are
continuing to replace this agreement.




Finance
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T'he graph above shows the expenditures which the

Gross revenue from operations in
1983 was $631.7 million, $139.2 mil-
lion more than in 1982. Additional elec-
trical sales accounted for approximately
22 per cent of the increase, with the bal-
ance resulting from higher rates which
were implemented on an interim refund-
able basis on January 1, 1983 and Octo-
ber 1, 1983.

Operating deductions amounted to
$398.0 million in 1983, $95.9 million
above 1982. These deductions consisted
of operating expenses, fuel and purchased
power, depreciation, and income and
other taxes. Operating expenses increased
by $7.9 million, fuel and purchased
power by $0.9 million, depreciation by
$16.7 million, and income and other
taxes by $70.4 million. Interest charges
and preferred dividends amounted to
$203.9 million in 1983, an increase of
24 per cent or $39.9 million over 1982.

Earnings applicable to common
shares were $148.8 million in 1983, com-
pared to $134.8 million in 1982 before
extraordinary items. Earnings per share
were $2.74, compared to $2.61 before
extraordinary items in 1982, and $2.22
in 1981. The increase in net earnings
applicable to common shares is commen-
surate with the increase in the average
common shareholders’ investment and
is in keeping with the rate of return
approved by the Public Utilities Board.
Effective January 1, 1984, the quarterly
common share dividend was increased
from $0.34 to $0.36 per share.

Expenditures on Property

Total expenditures on property for
1983 amounted to $491.9 million, com-
pared to the $622.0 million spent in 1982,
reflecting the fact that the major portion
of the cash required to build the new
Keephills Generating Plant has already
been spent. Expenditures on property for
1984 and beyond are expected to moder-
ate to the extent that capital projects con-
tinue to be deferred in response to the
slowdown in the economy.

Rates

TransAlta received approval for two
interim rate increases during 1983 which
have been described in detail on pages
10 and 11. In addition, the Corporation
received approval for a 2.5 per cent
special levy effective September 1,
1983. This levy results from the Alberta

Government’s removal of part of the

shielding which is intended to protect

TransAlta customers from sudden in-

creases in rates due to the activities of
the Alberta Electric Energy Marketing
Agency.

Financing

During 1983 TransAlta raised a to-
tal of $291.2 million from external fi-
nancing SOUrces.

In April 1983 the Corporation raised
$100 million from the sale of 12% Se-
cured Debentures. On July 19, 1983,
3.8 million 9% First Preferred Shares
were issued for $95 million.

As part of the divestiture agreement
with Canadian Utilities, a rights offer-
ing was made to holders of common
shares in November 1983. As a result of
this offering, 3.1 million Class A Com-
mon Shares of TransAlta Utilities were
issued for $57.8 million.

Approximately 95 per cent of the
$1.40 Convertible Second Preferred
Shares were converted into common
shares during 1983, further strengthening
the equity base of the Corporation.

The Dividend Reinvestment and
Share Purchase Plan continues to be well
received by shareholders. In 1983, a to-
tal of $24.5 million was raised from the
Plan through the participation of some
9,000 shareholders. Since its inception in
July 1976, the Corporation has raised
over $100 million and issued over six
million shares.

Bank borrowings and short-term
notes, which reached a maximum
amount outstanding of $222 million in
1983, were used to meet short-term fi-
nancing requirements. At the end of
1983, such short-term borrowings had
been reduced to $105.5 million.

Current Cost Accounting

The Canadian Institute of Chartered
Accountants has recently adopted recom-
mendations for disclosure of supplemen-
tary information to report the effects of
changing prices. Along with various other
companies to whom the recommenda-
tions apply, TransAlta is experimenting
with current cost disclosure this year.

It is hoped that this information will
be helpful and of interest to the share-
holders. See pages 28 and 29.

Indexed Security Investment Plans
TransAlta Utilities common shares

are qualified securities for purchase by

Indexed Security Investment Plans.




TransAlta Resources Corporation,
a subsidiary of TransAlta Utilities, was
established in order to segregate the oper-
ating utility and investment activities of
TransAlta Utilities. Its holdings include
investments in Canadian Utilities Lim-
ited, AEC Power Ltd., and Canada
Northwest Energy Limited.

Financing

During 1983, TransAlta Resources
raised a total of $152.1 million, $62.9
from the issue of long term debt, $70
million of First Preferred Shares, Series
B, and $19.2 million through the issue
of warrants.

In 1983, a further step was taken
to separate the financing of TransAlta
Resources from that of TransAlta Utilities.
In this regard, TransAlta Resources has
now arranged for its own term loan with
a Canadian chartered bank and now
issues its own short-term commercial
paper. TransAlta Resources issued 2.8
million 8% First Preferred Shares, Series
B, for $70 million. This share offering
represents the first public underwritten
issue of TransAlta Resources.

TransAlta Resources’ commercial
paper and First Preferred Shares received
favourable ratings independent of Trans-
Alta Urtilities by both bond rating agen-
cies in Canada. TransAlta Resources Se-
ries B Preferred Shares were rated “AA
(low)” by the Dominion Bond Rating
Service and “P-2" by the Canadian Bond
Rating Service. Commercial paper is
rated “R-1 (middle)” and “A-1 (low)”
by the Dominion Bond Rating Service
and the Canadian Bond Rating Service,
respectively.

Canadian Utilities

Both TransAlta Utilities and Cana-
dian Utilities Limited have taken steps
to divest themselves of their interlocking
equity ownership positions as outlined
in an agreement signed on August 3,
1982. Canadian Utilities has issued
approximately 13 million warrants to
purchase the same number of TransAlta
Utilities” Class A Common Shares
from Canadian Utilities on or before

November 1, 1987. In addition to the sale
of 5,011,600 Class A non-voting shares
in 1982, in 1983 TransAlta Resources

issued warrants to purchase 3,142,500

Class A non-voting shares and 7,856,250
Class B common shares of Canadian

Utilities on or before December 15, 1987.
The full exercise of both sets of warrants
will result in the sale of substantially all
of each corporation’s interest in the other.

Canada Northwest Energy

TransAlta Resources increased its
investment in Canada Northwest Energy
Limited in 1983. Common shares were
purchased from another shareholder
for $17 million, increasing TransAlta
Resources’ existing common share own-
ership to about 15%. TransAlta Resources
is the largest single shareholder in Can-
ada Northwest. In May a $15 million
8% convertible debenture was purchased.
Upon conversion of all the outstanding
convertible securities of Canada North-
west including the $45 million 10% and
S15 million 8% convertible debentures
held by TransAlta Resources, common
share ownership of Canada Northwest by
TransAlta Resources would be over 24%.

TransAlta Energy Systems

One business venture initiated this
year under a new division called Trans-
Alta Energy Systems is a program to
design, market, install and maintain
microprocessor-based building control
systems. These customized energy
management systems are intended to re-
duce energy costs, improve occupant
comfort, and optimize building operating
efficiency. Marketing of the systems
will initially be carried out in Alberta.

Keyword

Another investment during the year
by TransAlta Resources involved equal
participation in a venture aimed at de-
veloping and marketing consulting serv-
ices and computer hardware and software
to improve office systems compatibility
and productivity. This work is being car-
ried out by Keyword Office Technolo-
gies Ltd., a Calgary firm.



Management’s
Responsibility

In management’s opinion the finan-
cial statements have been properly pre-
pared within reasonable limits of
materiality and within the framework of
accounting policies summarized in the
consolidated financial statements. Since
a precise determination of many assets
and liabilities is dependent upon future
events, the preparation of periodic finan-
cial statements necessarily involves the
use of estimates and approximations,
These have been made using careful
judgment and with all information avail-
able up to February 14, 1984. Manage-
ment is responsible for all information in
the Annual Report and financial operating
data in the report are consistent, where
applicable, with the financial statements.

To meet its responsibility for reliable
and accurate financial statements, man-
agement has established systems of in-
ternal control which are designed to
provide reasonable assurance that assets
are safeguarded and that transactions are
executed and recorded in accordance with
management’s authorization. These

To the Shareholders of TransAlta
Utilities Corporation:

We have examined the consolidated
statement of financial position of
TransAlta Utilities Corporation as at
December 31, 1983 and the consolidated
statements of earnings and reinvested
earnings and changes in financial position
tor the year then ended. Our examination
was made in accordance with generally
accepted auditing standards, and accord-
ingly included such tests and other pro-
cedures as we considered necessary in the
circumstances.

In our opinion, these consolidated
financial statements present fairly the
financial position of the Corporation as
at December 31, 1983 and the results
of its operations and the changes in its

systems are monitored by internal auditors
who perform extensive tests and related
procedures.

The financial statements in this
report have been examined by Clarkson
Gordon, independent Chartered Accoun-
tants. The external auditors’ responsibility
1s to express a professional opinion on
the fairness of management’s financial
statements. The Auditors’ Report outlines
the scope of their examination and their
opinion.

In ensuring that management fills its
responsibility for financial reporting and
internal control, the Board of Directors
is assisted by an Audit Committee, the
majority of whose members are non-
management Directors. The Audit Com-
mittee meets with management, the in-
ternal auditors and the external auditors
to satisfy itself that each group is prop-
erly discharging its responsibilities and
to review the financial statements. The
internal and external auditors have full and
free access to the Audit Committee.

financial position for the year then ended
in accordance with generally accepted
accounting principles applied, except for
the change in the method of accounting
for taxes on income explained in Note
4 to the consolidated financial statements,
on a basis consistent with that of the
preceding year.

/W

Chartered Accountants

Calgary, Canada
February 14, 1984



Consolidated Statement of Earnings and Reinvested Earnings

(in thousands except earnings per share)

Year ended December 31

1983 1982
Gross revenue from operations:
Bleclticitzs e S mbdnest 0 e e e e S s e e $629,429 $490,518
W aleE Ut leS s et L i i e 2,295 2,038
631,724 492,556
Operating deductions:
OpeIatg EXPCHSES sa s e e e 137,404 129,545
Enelcand pirehasedipower o as sl e s e 28,440 27,564
Faxes sothemthan [axeRIONIMCONE. s v sl o o L s S 21,815 20,847
DeprecialionSeE S b s Son, - e S e T e 87,919 71,205
PAXCSIONNCOMES St Wi - Comms s n e e s e 122,445 52.973
398,023 302,134
Operatingsneonie e re o a e e s e e L 233,701 190,422
Allowance for funds used during construction by component:
Bleble o it e ae . cre s s s s e s e B e e e 39,768 33,723
Prefelisdiequitye Sn s s i oo e e e e 18,823 11,650
COmMONICuIlyE R = i i S e e e 38,785 39,785
Total allowance for funds used during construction . .......................... 97,376 85,158
Equity income from investments ......... ... ... ... ... ... ... ... ... ... ... 21,616 23213
Earnings before financing charges and extraordinary items .. ................. 352,693 298,793
Interest charges:
BasLmOEeareibunds s anB i s aan Fe et B e e e e e 41,532 41,813
Gherlonoerm debl s s il o e e e e e e 82,871 56,234
Ol e e R e e 12,971 12,452
137,374 110,499
Preferred share dividend requirements . .................... ... ............ 66,499 53,492
203,873 163,991
Earnings applicable to common shares before extraordinary items . ................ 148,820 134,802
Exttiordinatysiicliissms -t ot e h R s e B S — 33,400
Net earnings applicable to common shares . .. ... ...... ... ... ... ... ... ... ... 148,820 101,402
Commonishare:dividends=r v =50 S i b 0 e e 76,336 62,051
Remyesied commoni Shateleatninps i = o dimne b e o el b e 72,484 39,351
fpeninobalapcesof teiivesied earninesy o= S o ML S o ie T e e i 348,373 309,022
CGlosmp balance o reinvested eamings o1 o o e nmatian = s n e koS $420,857 $348,373
ANerage cORIMLN Shares outstanding = Sl s s i dan S a0 54,297 51,693
Earnings per common share:
Beforeedtiiordinaiystems i s - e R S e e $2.74 $2.61
After exttaordinagysiems = T -c o s ase S s e e s i s e $2.74 $1.96
Fully diluted earnings per common share;
Before extraordmanVademss = oyt i s e nn nl o LS s $2.54 $2.46
Aflerextraerdinapysatems: = 0 c i e Sl e g e e $2.54 $1.89

See accompanying summary of accounting policies and notes
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Consolidated Statement of Financial Position

(in thousands)

Assets

Property Account:
[EandEbnildmesSplanttand eqURpment’ e i Sl n e B

Easstdectinpiated depreciations ik s nl S et e

Investments:
N LB T B b 11 b N S R el N R R e e s LSS
GanadatNorthwestiEneroy Bimiteda ssia el sl iS e 8 e i dh il T e
Canadian Utilities Limited (after deducting
reciprocal: shareholdings .of $53700)5. 5w oo v s o olel culne

Current Assets:

Matenalsiand supplies at: average cost'c o sl il e S

PrEpaidtespensesi o B Cu S e e e g s e I B e

Deferred Charges:

BN anGIgICOsISEe e e B el S Sl I e v o Sl s e e

On behalf of the Board:

M. M. Williams, Director
/
wahfvs

T. S. Dobson, Director

December 31

1983 1982
$3,428,130  $2,938,627
545,049 455,597
2,883,081 2,483,030
10,358 10,358
115,194 78,592
108,117 113,222
233,669 202,172
27 141
100,584 59,750
36,215 37,789
1,439 1,385
138,265 99,065
38,330 36,047
2,368 338
40,698 36,385
$3,295,713  $2.820,652




Capital and Liabilities

Capitalization:
(Zommoen sharesgie s e LD b e ol cn s D e e e S
Contabutedisanpliisi=—==it: Cari-l s ot Re R et e e S
Reserve for rateradjustinents: & oo Je Beiiie s SR emoR e 7 e
Reinvested:eamingss st oo oo Sl R BBl 62tk L e T

Reciprocal shareholaiias ol = o bep e e s L e

Commonishareholdersequity s SoanetinEb sl L v sm il 7 s
Prererred shate s e e A e e B R
lEongsterm-debiorasie e oo S R e e i Rl e

Minon ty e s e N s T T o S

Total:capitalirationssesiod e s S i ae i ttegs sber s o o e g

Current Liabilities:
Bank-loantandishosterminotes s s aniesteeimnaiet s sdlon s bl ]
Accounts payablefandeacemiedsliabilities v e s e
Income and otherftaxesipayable . Heto e e i ol
B0y (s G o o S T e L N e e e e e
Dividends:payabless il e s e e e
Accried intere st OnRone e de bl s s

Currentportioioftlongs fermidebt -t T S SR R e

Deferred Credits:
Deferted income’ (@rasEaiis o= ol il St e IR e e

GustomericontribUDRSE 05 Sl el s e e S e e e

See accompanying summary of accounting policies and notes
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December 31

1983 1982
$ 708,281 $ 497,952
11,633 10,161
1,255 1,592
420,857 348,373
(53,700) (53,700)
1,088,326 804,378
621,932 664,118
1,028,059 909,285
70,000 —
2,808,317 2,377,781
105,497 101,184
94,878 84,866
26,272 10,687
— 1120273
39,733 32,950
28,953 28,328
30,129 27,976
325,462 298,264
42,265 40,930
115,874 99,757
3,795 3,920
161,934 144,607
$3,295,713 $2,820,652




Consolidated Statement of Changes in Financial Position

(in thousands)

Year ended December 31

1983 1982
Source of Cash:
From cperations —
Earnings applicable to common shares before extraordinary items ............. $148,820 $134.,802
Addmetamountnotinyolving cashs i - s ma il i o s S S 23,869 13,936
@ashsprovided fromioperations fu ) U ls i il e hem ot S e 172,689 148,738
Issue of common shares net of conversions and stock dividends . ................ 82,338 25,052
IsSuciofspreforred sharesi el e o e Qs Bt e Sl SISt 8 el S s e 95,000 200,000
[senetoilonoitermadebti r o nives s o e i B R I S o R e e 176,784 361,623
Proceeds from Canadian Utilities Limited warrants and shares .................. 19,169 51,600
MinorEy mteres i s o e e e e e s Rt A 70,000 —
CHEOINeL GO DO OIS S e i e e e b L e e e Rl R 19,971 17.376
Increase in accounts payable and accrued liabilities . .......................... 10,012 7,961
(@ 0 e e Dl Sl R A f e e e ke S s S e 5,305 (938)
651,268 811,412
Use of Cash:
Expenditures on property —
Produchan o s re s st el S e m e f el D e LR e S S leie b le i Ve 278,427 346,857
Envitonmental nas iz o Sl o Lo e s s o e N e 32,166 51,767
Transmission, substations, distribution and other . .. ....... ... ............. 181,356 223,366
491,949 621,990
Less allowance for equity funds used during construction .................. 57,608 51,435
434,341 570,555
Investment in Canada Northwest Energy Limited . . ........................... 32,025 2,450
e TR e TR e e R e S BRI, S R e ) 9,801 7,708
Roparaat 'oIOnRe termudebtfe - B lS e 2 0 e o e e R 53,737 56,758
RividendSIoNTCOMNIONLSHATE Setuatisy e Sl es e eradn i al el Sl Al 74,258 60,413
Bayimentiofidetemmed income taxes s it i i e e S 12,273 40,298
Increase in accounts receivable, materials and supplies ........................ 39,260 18,925
655,695 757,107
(Increase) decrease in bank loan and short term notes net of cash balances .. ...... $ (4,427) $ 54,305

See accompanying summary of accounting policies and notes
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Summary of Accounting Policies

The consolidated financial statements have been prepared in accordance with accounting principles generally accepted
in Canada of which the significant policies are described below. These principles conform in all material respects
with International Accounting Standards. The Corporation is engaged primarily in the production and sale of electric
energy in the Province of Alberta which activity is classified as one segment for financial reporting purposes.

The Corporation is regulated by the Energy Resources Conservation Board pursuant to the Hydro and Electric
Energy Act (Alberta) and the Public Utilities Board pursuant to Part II of the Public Utilities Board Act (Alberta).
The Corporation and its hydro operations are also subject to the Provincial Water Power Regulations (Alberta). These
Acts and Regulations cover such matters as rates, construction, operations and accounting.

The consolidated financial statements include the accounts of the Corporation and all its subsidiaries of which
TransAlta Resources Corporation, TransAlta Fly Ash Ltd., Kanelk Transmission Company Limited and Farm Electric
Services Ltd. are active.

TransAlta Resources Corporation holds non-operating utility assets and other investments. TransAlta Fly Ash
Ltd. processes and sells fly ash gathered at the Corporation’s coal fired generating plants. Kanelk Transmission Company
Limited owns transmission facilities extending from the Corporation’s hydro-electric plants on the Kananaskis River
through British Columbia to the Crowsnest Pass in southern Alberta. Farm Electric Services Ltd. is a non-profit entity
which organizes, constructs, operates and maintains, at cost, electric distribution systems owned by rural electrification
co-operative associations.

Investments in AEC Power Ltd., Canada Northwest Energy Limited and Canadian Utilities Limited are held
by TransAlta Resources Corporation and are accounted for by the equity method.

Financing Costs

Costs of financing are amortized by charges to expense as follows:

Debt issues — over the lesser of the remainder of the original life or the estimated average life of the
respective issues.
Equity issues — over the lesser of 30 years or the estimated average life of the issue.

Gains or losses realized on the purchase of Corporation debt for sinking fund purposes are amortized over the
remaining life of the issue. These policies are in accordance with the method of determining the Corporation’s cost
of capital for regulatory purposes.

Translation of Foreign Currency
Any long term debt payable in foreign currency is translated at the rate of exchange prevailing at the date of
the statement of financial position. The resulting adjustment is amortized over the remaining life of the debt which
is in accordance with the method used in determining the Corporation’s cost of capital for regulatory purposes.
Foreign exchange gains of $825,000 were amortized to income in 1983 (losses of $563,000 in 1982) and at
December 31, 1983 unamortized foreign exchange losses of $5,719,000 ($6,689,000 at December 31, 1982) were
deferred and included in financing costs in the statement of financial position.

Taxes on Income

The Corporation’s income tax accounting policy is the income tax allocation method.

Under the Public Utilities Income Tax Transfer Act (Canada) and enabling legislation passed by the Province
of Alberta, 95% of the federal and 100% of the provincial income taxes paid by the Corporation attributable to its
electric utility operations are rebated to its customers.

Customer Contributions

Contributions received from customers related to new service connections are credited to deferred revenue and
are amortized to income over the expected terms of the revenue deficiencies. The composite rate of amortization is
approximately 3% per annum.
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Notes to Consolidated Financial Statements

(tabular dollar amounts in thousands)

1. Property Account

The land, buildings, plant and equipment are carried at cost. The Corporation provides for depreciation on a straight
line basis using various rates as set by the Public Utilities Board (Alberta) based on depreciation studies prepared
by the Corporation which result in an overall composite rate for 1983 of 3.92% (3.99% in 1982).

December 31
Depreciation rates 1983 1982

Hydroiprodietion & =) 0 5l s et e e e 2.45% $ 185,154 $ 180,216

Thermal production including coal mines ............... 3.44% - 3.89% 1,228,143 839,584

EnvironmentaEeOmtrok e s in o r i i  e s e 4.36% 262,005 173,703
Transmission lines, substations and

Hstribationgsystemsi. F i o en e e e e 3.54% - 4.58% 908,634 757,781

(Athe Bl b e T e s S S et various 173,233 106,074

Bropertytunder construction o .« o e ronoen S s i 670,961 881,269

3,428,130 2,938,627

Eessaecuinulatedidepreciation’ = oo s e TR LS00 545,049 455,597

$2,883,081 $2,483,030

The Corporation capitalizes an allowance for funds used during construction at its cost of capital related to
construction. The rate is presently 12.91% (13.08% in 1982) as determined by the Public Utilities Board (Alberta).

2. Investments

AEC Power Ltd. owns and operates the utilities plant which supplies electric energy and steam on a cost of service
basis to the Syncrude Project for production of synthetic crude oil from the Alberta oil sands. The investment in
AEC Power Ltd. represents one third of the outstanding shares (consisting of 50% of the voting common shares).

Canada Northwest Energy Limited is a natural resource exploration and development company with Canadian
and international interests. The investment in Canada Northwest Energy Limited consists of common shares and
$60,000,000 of convertible debentures. An investment of $17,025,000 in common shares and $15,000,000 in an
8% convertible debenture was made in 1983. Upon conversion of all the outstanding convertible securities of Canada
Northwest Energy Limited, common share ownership would be approximately 24%. The excess of the purchase price
over the book value of the assets and liabilities acquired amounted to $74,600,000 of which $66,050,000 is being
amortized by the unit-of-production method and the balance is being amortized straight line over a period of 5 years.

Canadian Utilities Limited, through operating subsidiaries, is mainly engaged in the generation, transmission,
distribution and sale of electric energy, primarily in east-central and northern Alberta and in the production, purchase,
transmission, distribution and sale of natural gas throughout Alberta. The investment in Canadian Utilities Limited
represents an interest of approximately 22% which consists of 13% of the outstanding Class A non-voting shares and
31% of the outstanding Class B common shares. The excess of the purchase price over the book values of the assets
and liabilities acquired amounted to $54,400,000 and is being amortized straight line over a period of 40 years.

The Corporation indirectly owns approximately 4% of its own common shares since Canadian Utilities Limited
owns approximately 20% of the common shares of the Corporation. Accordingly, the investment in Canadian Utilities
Limited is reduced by $53,700,000 which is the Corporation’s pro rata interest in the cost of the Corporation’s shares
to Canadian Utilities Limited. The portion of the Corporation’s dividends applicable to its equity interest in Canadian
Utilities Limited is deducted from dividends and from equity income.

The Corporation and Canadian Utilities Limited have agreed to use their best business efforts to divest themselves
of their reciprocal shareholdings. Warrants to purchase over 90% of the Canadian Utilities Limited shares held by
TransAlta Resources Corporation were issued in 1983 for proceeds of $19,169,000 which amount net of $4,505,000
of income taxes has been deducted from the carrying value of the investment in Canadian Utilities Limited. These
warrants are exercisable on or before December 15, 1987 for a gross consideration of approximately $165,000,000.
Canadian Utilities Limited has warrants outstanding which carry the right to purchase on or before November 1,
1987 substantially all of the common shares of the Corporation held by Canadian Utilities Limited. The exercise of
substantially all of either of these warrants would eliminate all reciprocal shareholding adjustments.



2. Investments (continued)

The 1982 issuance of common shares from treasury by Canadian Utilities Limited at less than their recorded value
in the Corporation’s accounts and the subsequent sale of approximately 60% of the Class A non-voting shares held
in Canadian Utilities Limited resulted in extraordinary charges against 1982 earnings of $16,400,000 and $17,000,000
respectively.

3. Capitalization
(i) Share capital

The authorized share capital consists of an unlimited number of Class A Common Shares, Class B Common Shares,
First Preferred Shares and Second Preferred Shares, all without nominal or par value.

The Class A and Class B Common Shares are interconvertible on a share-for-share basis at any time and carry
one vote per share.

The preferred shares, which are issuable in series, are cumulative and redeemable at the option of the Corporation
at the subscription price together with a premium not in excess of the annual dividend except that certain series may
not be redeemed before designated dates. Some series are retractable at the option of the holder on designated dates
at the subscription price plus all accrued and unpaid dividends, if any. Each annual purchase fund is non-cumulative.
Each annual mandatory sinking fund is cumulative and the Corporation may call additional shares through the operation
of a non-cumulative optional sinking fund. All preferred shares carry one vote per share except the 9%, 12%, 122%,
14.25% and $1.40 Series which are entitled to one vote for each full $100 of subscription price and the 7.70% and
8.64% Series which are non-voting unless the Corporation fails to pay certain dividends.

(ii) Common shares
December 31

1983 1982 1983 1982
(shares) (amount)
Issued and outstanding:
Class A Common SHatesisy s 0 = ns s ol 64,306,160 52,581,921 $695,051 $481.160
Class B Common Shares.......... i S S 1,224,042 1,835,011 13,230 16,792

65,530,202 54,416,932 $708,281 $497,952

Issued during the year:
For cash under the Dividend Reinvestment and
Share Purchase Plan, the Customer Share Purchase

Plan and the Employee Share Purchase Plan....... 1,239,515 1,538,464 $ 24,516 $ 25,052
As stock dividends on Class B Common Shares .. .. .. 104,258 08.998 2,078 1,638
On conversion of $1.40 Convertible Second

Erefefred :Shaves (& 5 it s e e dliate s 6,626,997 44,608 125,913 848
For cash by mghtsteffenng ta . i i i 3,142,500 — 57,822 —

11,113,270 1,682,070  $210,329 $ 27,538

Had the 1983 conversions occurred at the beginning of the year, earnings per common share would have been $2.61.
(iit) Other

The excess of the subscription price of the preferred shares cancelled over their purchase cost amounted to
$1,472,000 in 1983 (83,702,000 in 1982) and was included in contributed surplus.

In accordance with submissions by the Corporation to the Public Utilities Board (Alberta), reassessments if any,
related to the determination of resource income for tax purposes and rate hearing costs net of income taxes will be
charged to the reserve for rate adjustments as directed. During 1983 hearing costs of $337,000 (none in 1982) were
charged to this reserve.

Minority interest represents 8% preferred shares of a subsidiary which were issued on January 4, 1984 pursuant
to an underwriting agreement dated November 22, 1983, At December 31, 1983 these shares were shown as issued
capital and the proceeds were shown as a reduction of subsidiary debt. After December 31, 1987 the dividend rate
may be adjusted at six month intervals. Between July 15, 1985 and January 1, 1988 the shares are subject to early
retraction only upon the happening of certain events. On February 1, 1988 or on any August 1 or February 1 thereafter,
the shares are retractable and redeemable at their $25 per share subscription price plus any accrued and unpaid dividends.



3. Capitalization (continued)

(iv)

Preferred shares

Issued and outstanding:
First Preferred Shares

No purchase or sinking fund
4 % Series

JlamiOniNeTIes . x0T R

5 % Series
5.40 % Series

Purchase fund
7 % Series
7% % Series
8% % Series
7.44 % Series (1977)

TS0 Serlest i i

7.44 % Series (1979)
7.70 % Series

BG4 % Series v i e
L PR TS T s
142596 Seriesi(2), vt e
LGN R eries (3) i e

o R TS L ¢ ) N e Ul

Sinking fund
10 % Series

QeROGISeTIeS [ e i siie ot
T I NETIBSE . s o ol s

Second Preferred Shares

Purchase fund
$2.36 Series . ..........
$1.40 Series (convertible)

Changes during the year:
Issued for cash
Cancelled through

Purchase funds
Sinking funds

Othdmipirchages s B aiilinn el Lol I T el s

Converted into common shares

(1) Retractable on September 30, 1986.

(2) Retractable on June 30, 1987; annual purchase fund of 100,000 shares to June 30, 1987 and 3% of the July 1, 1987 balance thereafter.

December 31
Annual 1983 1982 1983 1982
requirement (shares) (amount)
- 24,924 2528802400 -8 2 573
- 13,429 14,721 1,343 1,472
— 14,198 20,963 1,420 2,096
— 100 125 10 13
52,651 61,537 5,265 6,154
$300,000 111,101 115,093 11,110 11,510
$500,000 198,856 205,208 19,886 20,521
9,000 shares 293,899 302,899 29,390 30,290
9,000 shares 255,000 264,000 25,500 26,400
12,000 shares 340,000 352,000 34,000 35,200
9,000 shares 264,000 273,000 26,400 27,300
7,800 shares 228,800 236,600 22,880 23,660
5,400 shares 163,800 169,200 16,380 16,920
50,000 shares 2,000,000 2,000,000 50,000 50,000
100,000 shares 5,000,000 5,000,000 125,000 125,000
60,000 shares 3,000,000 3,000,000 75,000 75,000
110,000 shares 3,800,000 — 95,000 —
15,655,456 11,918,000 530,546 441,801
12,000 shares 185,760 197,864 18,576 19,786
8,000 shares 117,539 125,539 11,754 12,554
12,000 shares 209,642 221,842 20,964 22,184
512,941 545,245 51,294 54,524
16,221,048 12,524,782 587,105 502,479
36,000 shares 1,135,410 1,171,410 28,386 29,285
(5) 339,024 6,966,021 6,441 132,354
1,474,434 8,137,431 34,827 161,639
17,695,482 20,662,213 $621,932 $664,118
3,800,000 8,000,000 $ 95,000 $200,000
(98,544) (101,449) (7,154) (7,443)
(32,304) (32,441) (3,230) (3,244)
(8,886) (7,233) (889) (723)
................. (6,626,997) (44,608) (125,913) (848)
(2,966,731) 7,814,269 $(42,186) $187,742

(3) Retractable on September 30, 1988; annual purchase fund of 60,000 shares to September 30, 1988 and 3% of the October 1, 1988 balance thereafter.
(4) Retractable on July 19, 1995; annual purchase fund of 110,000 shares from July 20, 1984 to July 19, 1995 and 3% of the July 20, 1995 balance thereafter.
(5) Convertible into Class A Common Shares on a share-for-share basis at any time prior to October 1, 1985; annual purchase fund of 219,583 commences in 1986.
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3. Capitalization (continued)
(v) Long term debt

First mortgage bonds
Notes payable — secured . . . . .
Secured debentures ..........
Notes payable — other . ... ...
Capitalized lease obligations ..
Unsecured subsidiary loans . ..
Other; Rt SR e NEn e

Less current portion .......

First mortgage bonds
5% % Series due 1983
5% % Series due 1984
6 % Series due 1985

144 % Series due 1987
72 % Series due 1988
15% % Series due 1988
7% % Series due 1989
17 % Series due 1989
8% % Series due 1993
9% % Series due 1994 ... ..

Notes payable — secured

6% and 7% Series due 1985 to 1987

(£9,094; 1982 — £12,874)

6%, 7%, 7/%% and 82% Series due 1984 and 1985

(U.S. $6,752; 1982 — U.S

Secured debentures
Series A — 11%% to 13%%
PierlO8d#sr st T i5hadc
Puetlo8y: e oSl e
P sEOEE: - satbnin ol

Series B — 9% % due 1990

Series C — 8 % due 1992
Series E — 10V % due 2000
Series F — 10% % due 2001
Series G — 13% % due 1985
Series H — 15% % due 1987
Series I — 17% % due 1997
Series ] — 13 % due 1997
Series K — 12 % due 1993

Notes payable — other
Puetl OB F it e
) [ Ko e e C e e
| B3 [ & vl i sy Sl
Dite T8Ik soreel o s
e 1988 e et il i
Due ORG-S ene s o

e T A e S e

December 31

1983 1982
$ 328,669 $340,320
24,811 41,025
559,306 461,206
31,500 30,000
34,377 35,364
42,942 i
36,583 29,346
1,058,188 937,261
30,129 27,976
$1,028,059 $909,285
— $ 6,320
7,000 7,000
7,560 8,560
60,000 60,000
10,000 12,000
75,000 75,000
5,000 5,000
50,000 50,000
25,000 25,000
30,000 30,000
59,109 61,440
$ 328,669 $340,320
$ 16,409 $ 25,730
8,402 15,295
$ 24,811 $ 41,025
$ 436 $ 436
10,820 10,820
28,000 28,000
39,256 39.256
17,400 17,800
22,250 22,750
57,000 57,600
38,400 38,800
20,000 20,000
80,000 80,000
60,000 60,000
125,000 125,000
100,000 =
$ 559,306 $461,206
$ — $ 3,620
5,530 5,530
5,485 5,485
8,425 8,425
6,940 6,940
5,120
$ 31,500 $ 30,000




3. Capitalization (continued)

The first mortgage bonds are secured by a first charge on certain of the Corporation’s lands, buildings, plant
and equipment and by a first floating charge on all other assets situated in the Province of Alberta. The Trust Deed
provides for a sinking fund for the retirement of first mortgage bonds, payable on September 1 of each year of 1%
of the original principal amount of first mortgage bond issues outstanding.

The notes payable-secured have no authorized limit and first mortgage bonds are pledged as collateral security.

The secured debentures are secured by a floating charge on the property and assets of the Corporation subject
to the first specific charge and the first floating charge securing the first mortgage bonds. The Trust Indenture provides
for sinking funds for all Series except A, G, H and K.

The notes payable-other, which are unsecured and have no authorized limit, bear interest determined at June 30
and December 31 of each year at the greater of the five year bank term deposit rate or the prevailing prime bank
interest rate (11% at December 31, 1983) and mature December 31 in each year. These amounts are payable to rural
electrification co-operative associations through their agent Farm Electric Services Ltd. and represent a portion of
funds contributed by members of these associations which have been invested with the approval of the Alberta Director
of Co-operative Activities.

The Corporation leases, with options to purchase, draglines costing $37,627,000. The cost of this equipment is
included in the property account under thermal production and the related liability is included in long term debt to
reflect the effective acquisition and financing of the equipment. Accumulated amortization amounted to $6,422,000
at December 31, 1983 ($4,958,000 at December 31, 1982). The future minimum payments under the capitalized
leases are $3,753,000 per year for the next five years and $49,016,000 in later years. The imputed interest included
in these future minimum rentals is $33.404,000 at December 31, 1983 ($36,170,000 at December 31, 1982) at the
interest rates of 6.4% and 9.4% implicit in the leases.

The unsecured subsidiary loans bear interest at current lending rates (9.4% to 11% at December 31, 1983) and
are covered by a credit facility which is convertible into term debt upon thirty days notice by either party. As term
debt, repayment is required in five equal annual installments commencing one year after conversion.

The annual requirements for capitalized lease obligations, sinking funds and maturing issues of long term debt
for the five years subsequent to December 31, 1983 are as follows:

Capitalized
Year lease obligations Sinking funds Maturing issues
s e e e e o e e s e el $1,038 $ 4,900 $ 24,191
SecondEERtl el e e i e B e e 1,113 135253 55,808
3l g8 Lol g SN B e e e S e 1,193 15,480 13,748
o e L e S e e S 1,279 15,120 155,745
Bifth:. st et o il S i, e i L [Fasa] 14,950 124,011

Sinking fund requirements have been reduced by bonds and debentures purchased and cancelled to meet annual
requirements. The requirements shown for maturing issues will be reduced to the extent of purchases of these issues
before their maturity for sinking fund purposes.

4. Rates for Service

In 1983 the Public Utilities Board (Alberta) approved as final rates, rates which were in effect in 1981 and 1982.
The Board also determined a 1983 revenue requirement which included a 15% return on common equity invested
in rate base. The Corporation billed customers on the basis of interim rates designed to recover this revenue requirement.
Hearings to determine final 1983 rates are scheduled to resume February 20, 1984. Interim 1984 rates have been
approved based on an application which includes a 15%4% return on common equity invested in rate base. Hearings
to determine the 1984 revenue requirement are scheduled to begin in May 1984. In the event that interim rates are
not confirmed by the Board, the Corporation may be required to refund or adjust any bill based on them.

Pursuant to the Electric Energy Marketing Act (Alberta), the Alberta Electric Energy Marketing Agency
“‘purchases’’ electric energy generated by the Corporation, Alberta Power Limited and Edmonton Power. The price
is fixed by the Public Utilities Board. The Agency immediately *‘resells’’ the electric energy to the utility from which
it was ‘‘purchased’’ at the average price of all electric energy *‘purchased’’. The price fixed by the Board for electric
energy for the Corporation is below the average price established by the Agency which gives rise to a net charge
(known as the transfer payment) from the Agency to the Corporation.
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4. Rates for Service (continued)

For the first twelve months of the Agency’s operation the Province of Alberta fully shielded the Corporation’s
customers from transfer payment charges. The shielding was reduced by 20% effective September 1, 1983 which gave
rise to a transfer payment to the Agency of about $1 million a month for the balance of 1983. The Board approved
an interim levy of 2.5% on each customer’s bill reflecting the transfer payment.

The Corporation has applied to the Board for and received interim approval to apply the 2.5% interim levy to
its 1984 interim rates. The Corporation has also applied to the Board for and received interim approval for an increase
in its price to the Agency. The two other utilities have not as yet made application for any change in their prices
to the Agency. Hearings to fix the Corporation’s 1984 price to the Agency are scheduled to begin in May 1984.

Beginning in 1983 the Corporation returned to the ‘‘normalized - all taxes paid™” basis of accounting for federal
taxes on income from the ‘‘one half normalized - all taxes paid’’ basis used in 1981 and 1982. This accounting
change had no effect on earnings applicable to common shares or cash provided from operations since the change
increased both the Corporation’s revenue and federal taxes on income.

For 1981 and 1982 the Corporation reduced its federal income tax provision and payments by one half by claiming
deductions greater than the amounts charged in the accounts. This federal tax reduction of $58,795,000 is not recorded
in the accounts since there is reasonable expectation that when such taxes are payable they will be recoverable in
customer rates at that time. During 1980 and prior to 1973, deferred income taxes were included in customer electric
energy rates. The Board, however, ordered that the income taxes deferred in 1980 be subsequently paid (53,784,000
in 1981, $40,298,000 in 1982 and $12,273,000 in 1983) and thus these amounts can be included in the income tax
rebate program.

5. Income Tax Rate

Taxes on income vary from the amount that would be determined by applying the combined statutory Canadian
federal and Alberta provincial income tax rates to earnings. The following is a reconciliation of the combined statutory
rates to the effective income tax rate:

1983 1982
StatntoRvinenIneaksratesta e SR e e A s i T T 47.9% 48.8%
Adjustments —

(i) The “one half normalized” provision for federal income taxes............ - ({#3.3)
(i) ‘Bquity. incomesfromiinyvestiments s v i -t e 3.4) “4.7)
(iii) Equity funds used during construction net of applicable depreciation

AdilSEntic s e R e e e e L SR (7.2) (9.3)

() Coalkmining dncentives . st o i s B e e el s e T N (1.4) (1.3)

(V) G thets il et i et e R R U o o L e R R e 0.4 1.8
Bffective income taxerate . 00 L sk il b e - T S o 36.3% 22.0%

6. Pension Plan

The Corporation has a retirement pension fund covering substantially all employees. Based on actuarial advice
an unfunded past service obligation of approximately $2,000,000 at December 31, 1982 is being funded and charged
to operations in annual amounts of approximately $300,000.

7. Related Party Transactions

In the normal course of its business the Corporation enters into numerous transactions with Canadian Utilities
Limited and its subsidiaries at prices and terms which are substantially subject to regulation by the Public Utilities
Board (Alberta). The amounts involved in these transactions are not material.

The Corporation entered into agreements with Alberta Power Limited (a subsidiary of Canadian Utilities Limited)
for the construction, joint ownership and operation of units 1 and 2 of the generating plant being built near Sheerness,
Alberta. These units will have an estimated net generating capacity of 732,000 kilowatts. The Corporation’s 50% share
of the cost is approximately $500 million of which approximately $210 million has been incurred to December 31,
1983 ($106 million to December 31, 1982).

8. Comparative Figures

Certain 1982 comparative figures have been reclassified to conform with the statement presentation adopted in
1983.
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TransAlta Utilities Corporation

Supplementary Information on the Effects of Changing
(unaudited)

Introduction

The effects of changing prices are not disclosed in conventional historical cost financial statements. The Cana-
dian Institute of Chartered Accountants has recently adopted recommendations for disclosure of supplementary informa-
tion to report the effects of changing prices on an enterprise.

The presentation and usefulness of information on the effects of changing prices is necessarily in the experimen-
tal stage. Experimentation with the disclosure is desirable since to date no consensus has emerged on the concepts
or on the interpretation of the results. Although inflation rates have lessened recently, significant accumulated infla-
tion distortions related to the Corporation’s large investment in operating utility property remain in the historical cost
financial statements. The supplementary information is designed to remove this distortion.

In management’s opinion this supplementary information reflects the principal effects of inflation on the Corporation.
It provides useful insights into the real return on the common share investment and the real common share earnings.
The values indicated by themselves, however, are not necessarily suitable for purposes of valuing the Corporation
or its assets but do provide useful perspectives on the impact of inflation on recorded amounts.

Basic Measurement Concepts

The basic concept under current cost accounting is that earnings are measured after full provision is made by
depreciation charges for the current cost of property that has been consumed in providing service. Conversely, histori-
cal cost earnings are an inadequate measure since historical cost depreciation does not reflect the value of property
that has been consumed in providing service.

The restated earnings under current cost accounting show the earnings after providing for the property value
consumed or current cost adjustment to depreciation. This adjustment is partially offset by the reduction in real value,
under conditions of inflation, of the principal of debt and preferred share securities used in the financing of property.
This offset (known as the financing adjustment) reduces the current cost depreciation charge so that only current cost
depreciation related to the Corporation’s property financed by common shareholders is deducted in arriving at net
earnings applicable to common shares on a current cost basis. These net earnings reflect a measurement of the real
return on the sharcholders™ invested capital.

Measurement Techniques

The current cost of property is measured using specific indexes while coal reserves are valued at their net incre-
mental cost of replacement. The resulting current cost adjustment to property determines the current cost adjustment
to common shareholders™ equity. Common shareholders’ equity on a current cost basis is approximately the same
for the Corporation whether it is measured with reference to the specific price level changes of the Corporation’s prop-
erty that was used or with reference to the general purchasing power changes of the common shareholders’ investment.

Depreciation is calculated on a straight line basis on these current costs. The resulting property on a current cost
basis is believed to be conservatively stated in relation to the value of the property estimated in terms of replace-
ment cost less loss in value. The Corporation’s experience indicates that the application of straight line depreciation
rates to current costs tends to overstate the required current cost depreciation.

Regulation

The Corporation is subject to a regulatory process which periodically establishes a fair return on investors” capital.
To the extent that the regulatory process treats the Corporation’s shareholders fairly, the Corporation is able to attract
the capital necessary to meet its service obligations to customers. The Corporation does not expect that the regulatory
authorities will allow the maintenance of its operating capability to become competitively impaired and considers
that the disclosure of the current cost of its property is appropriate.



Supplementary Information on the Effects of Changing Prices (continued)
(dollar amounts in thousands except per share data)

Earnings applicable to common shares:
Earnings:on historical Cost/Dasis. « « v o s svea 5 oo 5w e 5 5 omes g ows @5 a0
Current cost depreciation adjustment .. ............. .. ... ...,
Financing adjustment. .. .. ... ... o

Barnings: oniCULrent Cost DASIS: « u o s o o s i o swes w0 sviase & edarn 5 < s s 5 wars

Property account:
Land, buildings, plant and equipment
Historical cost basis ... ... ...
Current COStADJUSEMEIIT: ¢ vu o vivne s v sier 7 8 0ws 22 Fain a ¥ bdii = § 99 & § 4

Less accumulated depreciation
Historical COSEBASIS « wun o vown v sasim s v i 5 @ svsed © s & smne o« ¢ S & o
Current cost adjustment. . . ... ...t

Property on-current cost Basis. «...q ¢ coin # viien v 3 96 5 5 viwies § 4 5 Has 4 0 s

Common shareholders’ equity:
Historical cost basis ... ... .. ... . . . .
Current cost adjustment. ... ........ ... i

Common shareholders’ equity on current cost basis .....................
Unrealized financing adjustment. .. ......... ... ... i

Common shareholders’ equity on current cost basis including unrealized
FiranEins SUTuSEmEE . oo 5.0 o oo s wmon = s axome ¥wme o 8 s e

Average return on common shareholders’ equity:
Historical cost basis . ... ... e
Current Cost basis . ... ..o

Earnings per share:
HiStOrical COSE DASIS: ... v o cvie » £oind 5 8 560 5 & CEEE 5 WAGEE & § BRS¢ @REE & 8 e
COrTETt COSE BABIS s ovsn v 0 cumn v wamis £ 8 psss ¢ siomss & Saiin & & ofivs 3 ¥ S5uciis & o shars

Common shareholders’ equity per share:
HISEOTICA] COSE DASIS! coive = ommie = n dxvmn 6 ot o Mm@ wimsse B % EUSS S S AL 2
Current cost basis .. ... ...
Current cost basis including unrealized financing adjustment .............

Current cost accounting notes:

As at and for the year ended December 31

1983

$ 148,820
(86,523)
57,803

$ 120,100

$3,428,130

2,951,678
6,379,808

545,049
811,058

1,356,107
$5,023,701

$1,088,326
710,555

1,798,881
1,430,065

$3,228,946

1982

5 134,802
(78,711)
38,293

$ 109,384

$2,938,627
2,686,397

5,625,024

455,597
841,763

1,297,360
$4.327,664

$ 804,378
595,691

1,400,069
1,248,943

$2,649,012

16.9%
8.1%

.61
12

on e

b2 2

$15.50
$26.97
$51.03

(i) The accounting policies followed in this supplementary information are unchanged from the consolidated
historical cost financial statements except for the change in the basic measurement concept of earnings.

(i) The Corporation’s investment activity has not been stated on a current cost basis due to the nature of the

investments.

(iii) No adjustment is made to the income tax provision since current cost depreciation adjustments and financing

adjustments are not recognized by the taxing authorities.

(iv) The 1982 comparative figures are stated in 1982 purchasing power dollars. All 1982 current cost earnings

disclosures are before extraordinary items.



TransAlta Utilities Corporation

Consolidated 10 Year Summary

1983 1982 1981
Financial Record (in thousands of dollars except where otherwise noted)
Statement of Eamnings:
Electric revenue . . .. ... R VR (9 T R . B 629,429 490,518 400,503
W AtEE LIRS TENENNIE: trrm s o wimin SiraRuitIe M FRSTIR A0 AN Hes s 2,295 2,038 2,211
Operating dediEtionE s Jumos v sy v st She et o AR ASE DR (398,023) (302,134) (238.836)
Allowance for funds used during construction . ................coooouiann 97,376 85,158 35,388
Equity income from investments . .............. oo 21,616 23,213 22,428
INterest ChAMZES . ..ottt it e et e e (137,374) (110,499) (78,356)
Preferred share dividend reGUITEMENES & ..o c v wie vvmieswnis meemmans smoe ssims (66.499) (53.492) (37.113)
Earnings applicable to common shares before extraordinary items . .......... 148,820 134,802 106.225
Extraordinary (ems . .. ... ..ottt e — (33.400) s
Net earnings applicable to common shares . ............. .. AR PG B 148,820 101,402 106,225
Average common shareholders’ investment (weighted) . ..................... 885,000 780.000 677,000
Return (before extraordinary items) on weighted average
common shareholders’ investment (%) . ........ .. .. i 16.8 17.3 5.7
Per common share (dollars per share)
Book valtie (YEar Bnd o . o snmman s s S5 Smsmi am SRSt SRS 17.27 15.50 14.93
Earnings before extraordinary items................. .. s RGNS R 2.74 2.61 2D
Dividends declared; sogae non pepvyen nsins S8 RRaE S0 SREOLTY BUPLALS | 1.38 1.20 1.04
Interest coverage (times earned before income tax)
First mortgage bonds . . ... . 11.44 8.41 11.98
All fixed Charges .. . 3.46 3.18 3.35
Total:asSets (FEarTENY o v s s s em SRS, G MR 3,295,713 2,820,652 2,369,958
Electric utility, propertyinservice (yearend) « oo sownnimen svamnes san svsms 2,212,120 1,601,761 1,436,700
Expenditures on DIOPEIY «.win i seviel Seasian e veeih Sue nmes sis v ¢ 491,949 691,990 406.552
Rate base
Electric utility rate base .. ...... ... e 1,949,092 1.558.192 1,454,786
Allowed return on common equity invested in utility rate base (%) . ......... 15.0 17.0 1535
Recorded costofitapital (F6)! v wimns wmmess s gm SmsS T ST 12.1 12:3 11.1
Capitalization (year end)
Common: shareholders™ equity «:ouseui suewueny 200 Breps aos Sy 583 e 4 1,088,326 804,378 787,487
Prefermedishares & 5 i Vil b s ol mnt s sis dmtis S T vapans a s mgss 621,932 664,118 476.376
Long term debt ... ... .. . e 1,028,059 909,285 582,722
MINOority IMEETEST . ... ..ottt e e 70,000 — 2,000
2,808,317 2,377,781 1.848.585
Statistical Record
Electric energy sales (millions of kWh)
Residential, general service and small industry .. ........ ... ... .. ... .. 2,539 2,557 2,332
Industrial ... ... 5,963 5,197 4,901
Cities and towns under wholesale contracts. .. ............... ... ... ... 6,448 6,338 5.818
B OTINISE N oo oo cimss Sk 115 S RAT WEE SPE SSSFEURASS D SRS e 904 906 803
. 15,854 14,998 13,854
Generating capability (nominal net MW) —_— =S =
}-{ydro ............................................................ 800 800 800
FREEMALE, .. i s it desaieeamean e ssoavaRast, SR S SR 3ms 2,933 2,556 2,556
3,733 3.356 T 3.3%
Sources of primary energy (millions of kWh) — _ — =
Hydro .. .o 1,473 1,584 2,027
TR =G a5 0 c0me smimiin emm srmpassb ik ¥ 503 A Fva s SRS 6 19 3
e 1 R 18,062 16,379 14,276
Net purchases dnd exchangest: cocoise sisesn sesvmass s s s o (2,398) (1,785) (1,332)
17,143 16,197 14,974
Customers —_— _ ————
Served directly . .. .. ... .o e 275,226 267,001 264,497
Served indirectly through wholesale contracts. ........... ..., SRS T 1 292,774 279,722 274,255




| 1980

356,039
3,376
(226,962)
20,869
8,872
(60,882)
(27,120)

74,192

. i

74,192
i 534,000

138

13.40
1.76
0.94

13.68
3.77

939,460
379,342
270,745

.207,939
| 14.5
= 10.9

606,027
442,341
489,653

1,538,021

2,148
4,539
5,359

774

12,820
800
2,556
3,356

1,692

| 13,729
(1,435)

13,986

253,333
271,134

1979 1978 1977 1976 1975
309,043 263,578 209.999 164.965 127,494
2,899 2,424 1,650 1,289 1,112
(199.531) (169,461) (134.510) (107,540) (84,044)
17.504 17,138 15,928 15,161 11,692
1,908 1.543 1.343 824 —

(44.089) (41.212) (37,415) (32,153) (26,793)
(22.984) (19.077) (15,952) (11,004) (7,520)
64.750 54,933 41,043 31,542 21,941
64,750 54,933 41,043 31,542 21,941
426.000 359.000 267,000 211.000 145,000
15.2 158 15.4 14.9 15.1
11.88 10.91 9.77 8.96 7.98
1.73 1.58 1.43 1.26 113
0.83 0.77 0.68 0.63 0.53
11.33 9.90 10.34 8.00 6.40
438 4.11 3.52 2.99 2.66
1.470.486 1,325,847 1,172,309 959,278 759,615
1,131,301 1068054 848,872 723,112 516,260
209.051 185,259 198,574 207.520 160.519
1.061,225 886,569 722,938 562,837 439,149
14.5 14.5 14.5 15.0 15.0
10.6 9.9 9.6 9.4 9.0
450,505 403.505 311,802 252,147 178,427
295,195 250,601 214,154 159,038 106,087
484,779 474,906 458,300 386.619 322,971
1,230,479 1,129,012 984,256 797,804 607,485
1,952 1,767 1,540 1,397 1.256
4.165 3,637 3,320 3,076 2,929
4,915 4,502 4,156 3,852 3,640
762 699 640 606 573
11.794 10,605 9.656 8.931 8.398
800 800 800 800 800
2,197 2,197 1,845 1.493 1,141
2,997 2,997 2,645 2,293 1,941
1,408 1,824 1518 1.731 1,415

17 5 9 239 337

12,627 10,240 9,833 7.547 6,953
(1,204) (502) (701) 294 487
12,848 11,567 10,659 9.811 9.192
241,615 227,947 212,709 198,558 184,740
257.365 226,289 215,589 202,684 190,978

A Financial Statistical Summary providing additional financial information on
the Corporation over a ten year period is available on request. Please direct
inquiries to the Treasurer of the Corporation.

1974

101,402
1,047

(69.691)
4,142

(19,572)

(3,829)

13,499
1,628

15,127

120,000

12

7.27
0.79
0.42

4.87
2.63

601,564
468,945
120,209

403,579
12:5
7.9

133,785
87,557
255,197

476,539

1,112
3,030
3,270

540

7,952

800
1,141

1,941

1,715

309

6,737
(130)

8,631

121,971
182,601
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