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Annual Meeting 
The annual general meeting of 

shareholders of Alberta Energy 
Company Ltd. will be held at the 
Jubilee Auditorium in Calgary, 
Alberta, at 3:00 p.m. local time 
on April 5, 1977. 

Copies of the Company's 
1976 Annual Report may be ob- 
tained by contacting the office 
of the Secretary of the Company 
at Alberta Energy Company Ltd.. 
#1000, 540 - 5th Avenue S.W., 
Calgary, Alberta. T2P OM2. 

AEC encou rages  t h o s e  
shareholders who receive more 
than one copy of the Annual 
Report t o  consolidate their hold- 
ings under the exact name in 
o rder  t o  e l iminate f u t u re  
duplications. 

Highlights . Net income after taxes totalled $8,460,000 or 56c Der 
share. The Company was not fully taxable until late 1h5, 
when it sold shares to the public and ceased to be a Crown 
Corporation. 1975 earnings of 52c per share would have 
been 29c per share had the Company been fully taxable in 
that year. 

Working capital at December 31, 1976, was $68,377,000. 

. Contracts were signed for the sale of 70 million cubic feet 
of gas per day, and in late 1976 the first revenue from 
Suffield was received. 

. 216 wells were drilled at Suffield during the year. Drilling to 
date indicates that original reserve estimates will be ex- 
ceeded. 

. Exploratory drilling at Suffield, being conducted by an oil 
company under a farmout agreement with AEC, resulted in 
encouraging discoveries of gas and heavy oil. 

Negotiations were satisfactorily concluded for AEC's in- 
vestment in the Syncrude utilities plant and the oil pipeline. 

Utilities plant construction was 56% complete at year-end. 
Total cost of the plant is estimated at $300 million. 

. AEC Power successfully sold $100 million of First Mortgage 
Bonds to Canadian public investors. 

Construction commenced on the $80 million oil pipeline 
from Ft. McMurray to Edmonton. 

A 40% joint-venture interest was acquired in a large fores- 
try project near Whitecourt, Alberta. 

Preparations continue for investment in the coal and 
petrochemical industries. 

AEC's capital investment program in 1977 is expected to 
be approximately $200 million, of which $89 million will be 
for AEC Power Ltd. 

A substantial increase in net income is expected in 1977. 

AECpro@cts depicted on the cover of the 
Annu*/ Repon are plan? ~ ~ n ~ r r ~ ~ n ' o n ,  
drilling and reforertat;on. 



President's Report 
to Shareholders 

1976 was AEC's second year 
of full operation as a corpo- 
ration. It was an exceptionally 
active year, with many favorable 
developments. 

During 1976, the Company's 
first revenue from gas sales was 
received. Suffield shallow gas 
reserves were found to be larger 
than originally estimated and 
productivity was greater than 
expected. In addition, deeper 
drilling found encouraging 
amounts of gas and heavy oil. 

Agreements were signed with 
the Syncrude participants for 
AEC's investment in the $300 
million utilities plant and the $80 
million oil pipeline. $100 million 
of AEC Power Bonds were sold 
to the Canadian public. 

In 1976. AEC acquired a 40% 
joint-venture interest in a forest- 
ry development. And, at year- 
end,  n e g o t i a t i o n s  were  
progressing favorably for the 
Company's initial participation in 
the coal industry. 

At the end of these first two 
years of operation, which is a 
very short period of time for a 
corporation having the size and 

scope of AEC, the Company has 
established a solid foundation 
for attainment of its objectives. 
Financial accomplishments for 
our shareholders are just begin- 
ning to become evident. 

The notes "About the Com- 
pany," which appear on the in- 
side back cover of this Report. 
indicate the corporate philoso- 
phy of the Company. Particular 
emphasis should be given. 
however, to one fundamental 
object  of this corporation - 
operating at a profit. This we 
fully intend to do. 

Shares 

In December, 1975, AEC sold 
7,500,000 common shares to 
Alberta residents, the same 
number as had been purchased 
by the Government of Alberta. 
Initially, all shares were owned 
by Albertans, as the issue was 
oversubscribed during the 
Alberta priority period. Now, 
however, with trading taking 
place on the Alberta, Toronto, 
Montreal and Vancouver stock 
exchanges, investors in other 
pans of Canada have added 
AEC common stock to their in- 
vestment portfolios. Approx- 
imately 13% of the shares are 
registered outside of the prov- 
ince, some of them representing 
Alberta nominees. Ninety-seven 
percent of our shareholders are 
Alberta residents. 

No dividends have been 
declared since share issue. The 
dividend policy as set out in the 
Prospectus dated November 26, 
1975, states that, "AEC has not 
paid dividends on the shares and 
does not expect to pay divi- 
dends in the early years of its 
operations as it expects to use 
all available funds to finance 
development and expansion." 

The financial base of the 
Company is exceptionally 
strong. AEC was fortunate in the 

timing of its sale of shares to the 
public since, in recent years, 
share sales have been extremely 
difficult for many other Cana- 
dian companies. Revenue from 
the share sale provided a solid 
beginning for the Company's in- 
vestment program. Growing 
cash flow from investments will 
make it possible to safely bor- 
row substantial additional 
capital for the opportunities that 
lie ahead. 

Profits of 
Canadian Corporations 

Whatever may be the case for 
AEC, the situation elsewhere in 
Canada is not good, and it 
seems appropriate at this time 
to offer special comment about 
Canadian corporations generally. 
Companies must have profit 
from their investments, or at 
least an acceptable level of 
profit potential. In recent years, 
profits have not been adequate 
for most Canadian companies 
and, instead of selling shares as 
an alternate to help finance new 
projects, they have been forced 
either to rely increasingly upon 
borrowed funds or to postpone 
their plans. 

As with families or govern- 
ments, excessive debt is far too 
often used as an expedient solu- 
tion for long-range problems: 
one can only hope that public 
perception of profit require- 
ments will develop and be 
reflected in government at- 
titudes toward the financial re- 
quirements of Canadian corpo- 
rations. Canadian companies 
must attain real after2tax, after- 
inflation profit, or the system 
that has created the jobs and 
standard of living to which 
Canadians have grown ac- 
customed is in for even more 
difficult times. 

Why should any investor buy 
a share of a company unless its 
value is going to increase or 
unless adequate dividend 
revenue will be received? And if 
treasury shares cannot be sold 



at a fair price, how much longer 
can corporations continue t o  
pile up debt obligations? If there 
are t o  be new plants - and the 
jobs that go with them - 
capital must be raised, at least in 
part, from profits and the ability 
t o  sell shares to investors. 

Investment Program 

AEC's investment program 
has been proceeding qu i te  
favorably. Full details of these 
endeavours are provided else- 
where in the Report, but a few 
special comments will be of in- 
terest. 

Wi th  216 wells drilled at 
Suffield at year-end, enough 
data is on hand to improve the 
original estimates of reserves 
and producibility. Basically, all 
results are somewhat better 
than expected. Higher pro- 
ducibility of shallow gas wells 
will reduce development costs. 
because fewer wells will have t o  
be drilled. Shallow gas reserves 
are higher, at least in the areas 
developed to date, and it has 
been a pleasant surprise to fre- 
quently encounter gas in deeper 
drilling. The most distinguishing 
feature of Suffield results so far 
is not any large individual suc- 
cess, but rather the surprisingly 
high frequency of slightly bet- 
ter-than-expected results in all 
phases of the operation. 

A t  year-end. Suffield's proved 
and probable reserves in the 
area where activity has taken 
place are up about 20%. Gas 
reserves for the total Block are 
approximately 8% above esti- 
mates of a year earlier. To date, 
only one-quarter of the total 
area has been under active 
development, so it is too early t o  
assess the ultimate potential of 
the Block as a whole. 

Little is being said yet about 
the heavy oil discoveries, as their 
profitability needs much more 
assessment. 

The gas reserves now being 
developed are under contract for 

sale wi th in  Alberta and in  
eastern Canada. Additional con- 
tracts will be needed within a 
year t o  accommodate the 
further reserves that are ex- 
pected to be developed during 
1977. In view o f  the apparent 
surplus of gas supplies in Alber- 
ta, new contracts are no t  
assured. AEC has been informed 
by some buyers, however, that 
additional markets for Suffield 
reserves should materialize later 
this year. 

The Syncrude complex is 
progressing on schedule. AEC's 
investment in the utilities plant 
and the pipeline should start 
yielding cash flow in 1978. 

Special mention should be 
made of the Company's initial 
joint venture in forestry - a"" 
renewable resource. This is 
basically an opportunity to par- 
ticipate in the development of a 
large area of timber, in associa- 
tion with an experienced, well- 
regarded forestry company. 

Negotiations are in progress 
for AEC's initial venture in the 
coal industry. A t  the time of 
printing this Report there is little 
more that can be added t o  pre- 
vious public statements. The 
Company intends to participate 
in the coal business on a profita- 
ble basis and expects that its in- 
itial investment will be ac- 
complished during the first half 
of 1977. 

The Company's 50% owner- 
ship of Steel Alberta provides 
potential opportunity for invest- 
ment in the steel industry. The 
nature and extent of that invest- 
ment is not yet determined, as 
the senior staff in Steel Alberta 
are still very much at work 
assessing the possibilities. AEC 
believes that there will be in- 
vestments with proper profit 
potential, but the decision must 
await adequate investigation of 
specific ventures. 

AEC is one of four joint-ven- 
ture participants who comprise 
the Petrochemicals Alberta Pro- 
ject (PETALTA) consortium. It is 

anticipated that a decision soon 
will be made by the Energy 
Resources Conservation Board 
regarding PETALTA's applica- 
tion for an Industrial Develop- 
ment Permit to build a 1.1 billion 
pounds-per-year benzene plant. 
If the permit is granted, there is 
much work still t o  be done to 
obtain feedstock supplies and 
markets. 

Outlook 

1977 net income is expected 
to be substantially higher than in 
the previous year. Capital invest- 
ment during the year is expected 
t o  be approximately $200 
million, of which $89 million will 
be for AEC Power. 

DAVID E. MITCHELL 
President 





At  Suffield the results were 
encouraging, both in develop- 
ment  o f  the shallow gas 
reserves and exploration of 
deeper horizons, the latter being 
conducted by an oil company 
under a farmout agreement with 
AEC. 

Shallow Gas Development 
During 1976. AEC invested 

$17.7 million developing its 
shallow reserves. This included 
the drilling of 198 wells, the con- 
struction of 184 miles of gather- 
ing system and the installation 
of 4 compressor units. New 
complet ion techniques en- 
hanced productivity and resulted 
in greater average rates of pro- 
duction than had been pre- 
dicted. By gaining early access 
t o  areas in the southern portion 
of Suffield, the Company was 
also able to develop a slightly 
larger portion of the Block earlier 
than had been expected. 

A new engineering appraisal 
of the Suffield gas reserves has 
been made by engineering con- 
su l tan ts .  Based upon  t he  
favorable results of the shallow 

drilling program to date, proved 
and probable reserves o f  
marketable shallow gas in the 
entire Suffield Block are just over 
1.9 trillion cubic feet. or 8% 
higher than was previously pro- 
jected. Proved and probable 
reserves underlying only the 
areas where the Company is 
now actively drilling are approx- 
imately 20% greater than esti- 
mated in 1975. 

Vice President Operations 

AEC received its first produc- 
tion revenue from gas sales in 
December. At year-end, produc- 

Dehydrator to prepare gas for sale 

tion was at 35 million cubic feet 
(35 mmcf) per day and by the 
spring of 1977 it is expected to 
reach 60 mmcf per day. Con- 
tracts have been signed for the 
sale of 70 mmcf of gas per day. 
for consumption in Alberta and 
eastern Canada. AEC's revenue 
from gas sales, after royalty, is 
expected to climb to a monthly 
rate of $1 million in 1977. 

During 1977, the Company 
plans to proceed with shallow 
gas development in four areas 
of the Block. 

Left: Shallow gar drilling 



SUFFIELD BLOCK - SHALLOW GAS DEVELOPMENT PROGRAM 
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Exploration in Deeper 
Zones 

During 1976, an oil company 
carried out an extensive seismic 
program, then drilled 18 explora- 
tion wells in the northwest por- 
tion of the Suffield Block. These 
wells were drilled at no cost to 
the C o m ~ a n v .  This dri l l ing 
tested hydrocarbon potential in 
the deeper horizons (below 
about 2,200 feet). AEC has 
various options it may exercise, 
from an overriding royalty to a 
70% working interest. The 
Company expects to retain the 
70% interest in these wells and 
in the deeper petroleum and 
natural gas rights in the area 
now being explored. AEC will re- 
tain 100% interest in  the 
shallow rights underlying the en- 
tire Block and in the deep rights 
outside the area now being ex- 
plored. 

The results of the program 
have been very encouraging, 
with 9 of the 18 wells encoun- 
tering hydrocarbons, some find- 
ing heavy oil as well as natural 
gas in one or more zones. 
Further drilling and studies are 
required t o  determine the com- 
mercial value and extent of 
these deep gas and 011 discov- 
eries. 

The economic importance of 
the heavy oil discoveries must 
be evaluated by further develop- 
ment. Surface access rights 
must also be negotiated before 
oil production can commence at 
Suffield. 

During 1977. 8 more ex- 
ploratory wells will be drilled t o  
complete the 26-well program in 
the northwest portion of the 
Block being conducted under 
AEC's farmout agreement. 
Development wells will also be 
drilled to follow up the discov- 
eries in this first area. Later in 

1977, the Company expects to 
entertain proposals for explora- 
tion of the deeper horizons in 
Area B (in the northeast portion 
of Suffield) as well as the deep 
zones underlying that portion of 
Area F which is east of the 
South Saskatchewan River. 

AREA "A" 
DEEP EXPLORATORY DRILLING 

PETROLEUM 8 NATURAL GAS 
RIGHTS HELD BY A. E. C. 

PETROLEUM & NATURAL GAS RIGHTS 
HELD BY HUDSON'S BAY OIL & GAS CO. LTD. 

+ GAS WELL 

3- OIL- GAS WELL 

OIL WELL 

+ ABANDONED 
MILES 

NOTE: CIRCLED WELLS DENOTE DEVELOPMENT WELLS 0- 





AmoldLarsen, 
now Senior Corporate Advisor 

Arlene J. Moore, 
Corporate Secretary 

Syncrude Project 
The Syncrude pro jec t ,  

designed to produce 125,000 
barrels per day of synthetic 
crude oil from the bituminous 
sands near Ft. McMurray, is pre- 
sently on target for completion 
in 1978. After the Syncrude 
plant is fully operational, AEC 
has an option, but not an obliga- 
tion, to acquire a participating 
interest of between 5% and 

20% in the entire Syncrude pro- 
ject; the Company may exercise 
all or a portion of this option if 
the economics and profit poten- 
tial of the project are attractive. 
If AEC elects to purchase an in- 
terest in the Syncrude project, it 
will pay a proportionate share of 
all construction and develop- 
ment costs. 

In April, 1976, agreements 
were signed with the six Syn- 
crude participants for ownership 
of: (1) the utilities plant which 
will provide electricity, steam 
and other utility services; and (2) 
the pipeline to transport the 
synthetic crude to Edmonton. 

AEC Power Ltd. 
Utilities plant construction.is 

56% complete, approximately 
on schedule. Total cost is esti- 
mated a t  $300 million. 

AEC Power Ltd.. AEC's affili- 
ate, owns this 260-megawatt 
utilities plant which will be the 
principal supplier of electrical 
energy and steam to the Syn- 
crude project. During the year, 
agreements with respect to the 

construction, financing and 
operating responsibilities were 
finalized by AEC Power and the 
Syncrude participants. 

At mid-year. AEC Power Ltd. 
successfully sold to the Cana- 
dian public $100 million of First 
Mortgage Bonds, the proceeds 
of which were used primarily to 
retire interim construction loans, 
with the balance going towards 
the funding of subsequent 
development. 

By year-end 1976, AEC had 
advanced $51 million to AEC 
Power Ltd. - $35 million in the 
form of repayable advances and 
$16 million in equity. AEC owns 
two-thirds of AEC Power and an 
Alberta utility company one- 
third. 

Completion of the utilities 
plant should be accomplished 
by spring 1978. When con- 
structed and fully operational, it 
will be capable of producing 
electric energy equivalent to 
50% of the requirements of a 
city the size of Calgary or Ed- 
monton. 

Left: Aerial view of the Syncrude utilities plant 

Interior vrew of Syncrude ut,lmes plant 
9 



Pipeline crew near the Syncrude site 

Construction has commenced 
on the $80 million oil pipeline 
from Ft. McMurray to Edmon- 
ton. The pipeline will transport 
synthetic crude oil which will be 
produced by the Syncrude pro- 
ject near Mildred Lake. 

On April 30, 1976, Alberta Oil 
Sands Pipeline finalized and 
signed an important throughput 
agreement with the six Syncrude 
participants. Regulatory ap- 
proval to construct and operate 

the pipeline was received in late 
1976. By year-end, construction 
had started on the 8-mile por- 
tion of the 20-inch pipeline 
which runs from the Syncrude 
processing plant to the south 
boundary of the oil sands lease 
area, where it will join with the 
22-inch mainline extending 
some 270 miles southward t o  
Edmonton. 

The northern section of the 
main line through the muskeg 
area, which is 150 miles of the 
total length of the pipeline, is 
presently being constructed and 
the remainder will be built during 
the summer of 1977. In a special 
year-end report to shareholders 
dated January 31. 1977. there 
was detailed commentary on the 
pipeline contract awards. 

By the end of 1977, all pipeline 
and pumping station construc- 
tion is expected to be com- 
pleted. AOSPL personnel will 
operate the pipeline from Com- 
pany headquarters in Edmonton. 

Pipe weldhg 

It is expected that the Com- 
pany will be able to meet Syn- 
crude's target for completion. 
AEC anticipates that i t  will 
receive cash f low from the 
Alberta Oil Sands Pipeline during 
1978. 



Steel Alberta Ltd. 
In 1976, Steel Alberta Ltd., a 

Calgary-based firm in which 
AEC holds a 50% interest, 
established a nucleus of senior 
people t o  assess and recom- 
mend attractive investment op- 
portunities. 

Steel Alberta's principal ob- 
jective is to determine potential 
investments in the steel industry 
and t o  invest in only those which 
indicate acceptable profit po- 
tential. With a view t o  ac- 
complishing this objective, a 
general overview of the industry 
was conducted during the year. 
Specifically, Steel Alberta com- 
pleted a study of iron ore in 
Western Canada and completed 
the first phase of a comprehen- 
sive market study. The second 
phase of this study is now under 
way and will define market op- 
portunity areas. This back- 
ground information wi l l  be 
utilized t o  assist in the evalua- 
tion of several potential projects 
which the Company expects to 
consider in 1977. 

IPSCO, in which AEC has a net 
10% ownership through its in- 
terest in Steel Alberta, reported 
earnings of $9,278,000 ($2.00 
per share) for the year ended 
August 31, 1976. The earnings 
of IPSCO were slightly more 
than one-half of those reported 
in 1975 and 1976, unusually 
good years, but represented an 
increase over all other previous 
years. 

The recovery from the recent 
recession in steel demand has 
been slow in keeping with the 
Canadian economy. In particular, 
the market for large-diameter 
pipe has been affected by a 
reduction of oil and gas pipeline 
construction. 

The outlook for both steel and 
tubular products for 1977 indi- 
cates that IPSCO's market with- 
in the present product range 
should remain relatively stable or 
increase marginally over the 
volumes recorded in 1976. 

Peter T. Sephmn, 
Executive Vice President snd 
GeneralMsnsgsr, 
SteeiAlbena Ltd. 

Machining operation in the 
manufacturing of spiral pipe 



1 Grading lumber 

Forestry 
AEC has entered into a joint 

venture with Simpson Timber 
Co. (Alberta) Ltd. for the devel- 
opment of a forestw complex in 
the Whitecourt region of Alber- 
ta. The Company's investment 
in this complex and associated 
1.4 million acres of wood 
resource is primarily with a view 
to other long-range investment 
possibilities in this industw. 

AEC purchased a 40% in- 
terest in the assets of the first 
phase of the Whitecourt com- 
plex for $9.6 million and will par- 
ticipate with Simpson in this in- 
itial phase and in the two subse- 
quent phases of the complex. At 
year-end, AEC's total invest- 
ment in the first phase, including 
the development of the wood 
resource, was $1 1 million. 

12 

The joint venture has the right 
to harvest 95 million board 
feet of timber annually from 
1,130,000 acres in the White- 
court Forest, north of the Atha- 
basca River and the town of 
Whitecourt. Timber quotas have 
also been acquired in the Fox 
Creek and Swan Hills areas and 
provide timber cutting rights for 
34 million board feet annually. In 
total,  the existing wood 
resources held by the joint ven- 
ture has a potential of yielding 8 
billion board feet of lumber. 

The three-phase development 
w i l l  consist of a lumber 
manufacturing plant with a 
capacity of 100 million board 
feet per annum, a glued pro- 
ducts plant and a wood fibre 
utilization plant. When the lum- 
ber manufacturing plant, located 
at Blue Ridge, reaches full 

capacity in 1977, it will be the 
largest sawmill in Alberta and 
one of the most modern in 
North America with its annual 
operating output providing 
enough lumber to build 12,500 
average homes. 

Kenneth R. King, 
Vice President 
Business Development 



Coal and 
Other Activities 

AEC expects to make a sig- 
nificant commitment in 1977 in 
the Western Canadian coal in- 
dustry. Negotiations are cur- 
rently in progress regarding a 
venture in a large Alberta 
development. Investment in the 
proposed project would be ap- 
proximately $23 million. 

The Company has been ac- 
tively pursuing the development 
of a major petrochemical project 
in Alberta, along with three 
other joint-venture partners. The 
Petrochemicals Alberta Project 
(PETALTA) proposes to build a 
1,l billion pounds-per-year 
benzene plant using pentanes- 
plus (a gas condensate) as its 
basic feedstock. Following a 
public hearing on its Industrial 
Development Permit Application 
last summer, PETALTA is await- 
ing the recommendations of the 
Energy Resources Conservation 
Board of Alberta. In the mean- 
time, the petrochemical joint 
venture has carried out detailed 
marketing studies and is having 
discussions with potential 
customers for its proposed out- 
put of benzene and by-pro- 
ducts. 

Personnel 

Frank W. Prom 
Mansger, Administration 

utility firms which call for gas 
deliveries outside of Alberta until C 
at least 1980. 

lnvestment possibilities in 
other industries are being in- 
vestigated, including transporta- 
tion and petrochemicals-related 
facilities. In addition, the Com- 
pany initiated last year a 
research and .development 
program which evaluates high- 
technology projects as part of 
the on-going program o f  
profitable investment. 

Dan , . . ....,.. 
Manager, Evaluations 

A key ingredient in the Company's success is its ability to attract. 
develop and retain good personnel. By year-end the number of permanent 
employees was 95, compared to 43 at the end of 1975. The majority, but 
not all, have been recruited within Alberta and in fact are natives of Alber- 
ta. Office staff is located in Edmonton and Calgaty, while Suffield person- 
nel are largely based in Medicine Hat. 

Through a Savings Plan, all AEC employees are provided with an oppor- 
tunity to become shareholders in the Company, and over 95% of those 
eligible to join have chosen to do so. 

The staff has worked hard and capably under very challenging condi- 
tions. 



You Asked Us 

Question: If my share certificate is lost ordestroyed, what do I do? 

Answer: It w ~ l l  be necessary for you to furnish, at your expense, an indemnity bond for its replacement. The Com- 
pany's transfer agent, National Trust, handles these inquiries and will provide advice regarding necessary 
documentation. Shareholders are advised to keep their cenificates in a safe place and to record certificate 
numbers. 

Question: What is a proxy? 

Answer: A proxy gives you the r~ght t o  appoint a person to represent and vote for you at Company meetings. For ex- 
ample, you may send your proxy to the Annual Meeting if you personally are not able to be present. It is a 
common practice for shareholders to assign their voting right, or proxy as it is called, to the chief executive 
officer of a company, but anyone may be designated. 

Question: Who is eligible to receive dividends? 

Answer: A l l  holders of common shares are entitled t o  dividends if and when declared by the Board of Directors. 
However, the dividend policy as set out in the prospectus dated November 26, 1975, states that, "AEC has 
not paid dividends on the shares and does not expect to pay dividends in the early years of its operation as it 
expects to use all available funds to finance development and expansion." No dividends have been declared 
since the share issue and the Directors have not amendedthe dividend policy set forth above. 

Question: How many Government employees does the Company have? 

Answer: None, 

Question: How many persons holding elected political office are employed by AEC? 

Answer: None. 

Question: Are there any members of the Government on the Board of Directors? 

Answer: No. All ten members of the Board are independent Canadian businessmen. The Alberta Government is 
nominating 3 people of the 10 persons on the Board. 

Question: How do I determine the value of my shares? 

Answer: The current market value of your shares is indicated on the stock list page of any major Canadian newspaper 
under the heading Alberta, Montreal, Toronto or Vancouver Exchanges. Here's an explanation of how to 
read it: 

1. STOCK is the abbreviated company name (in the 
example, Alt Energy). 

, . ,  I t o f 0 l l ~  III. 
2. SALES is the total number of company shares 

r votum t a  me u e ~  7 , 2 a , . ~  ~mrer -. ' 
. w a  me nevmr +.I P,O7l,137. totat 1w me; traded during the day (in the example, 15.301). 
v a  to dote is nP.m.BO1 lhatofianr fn c m h ,  
un!?rr y r r *  r end . a c r n d w l ~ r  h traded in 3. HIGH is the hiqhest price at which shares traded 

during the da;(in the example. $12'18). 

4. LOW is the lowest price at which shares traded 
during the day (in the example, $1 1'18): 

5. CLOSE is the orice for the last sale of the dav (in 

6.  

the example, $12). 

CH'GE (CHANGE) is any difference in price from 
the previous closing, i.e., i f  the closing price on 
Tuesday was $12, and the closing price on Wed- 
nesday was $12'14, the CH'GE on Wednesday 
would read + '14, as shown in the example. 

Two other columns, HlGH and LOW, frequently 
appear in some tabulations in an end-of-week 
report. These show the high and low for the year 
to date (in the example, the high was $12'14 and 
the low was $8'14. 





Financial Review 
Net income for 1976, after 

p rov is ion  f o r  current  and 
deferred income taxes, was 
$8,460,000 or 56c per share. The 
net income for 1975, when the 
Company was not fully taxable 
until late in the year, was 
$3,981,000. If AEC had been 
subject t o  income taxes for the 
full 1975 year, net income would 
have been $2,196,000 or 29c per 
share. The major source of 
income in 1976 was interest 
earned f rom investment in  
sho r t - t e rm  securi t ies.  The 
average yield during 1976 on 
these investment securities was 
Q1/2%. 

AEC invested $17,702,000 in 
the development of the Suffield 
Block in 1976. This resulted in 
the first gas wells being connec- 
ted to markets, and produced 
the Company's first revenues 
from the sale of gas late in the 
year. 

Construction commenced in 
1976 on the Alberta Oil Sands 
Pipeline. By year-end a total of 
$17,550,000 had been expended 
against the total estimated cost 
of this facility of $80 million. 
Present plans are to have AEC 
provide 20% of the required 
capital as its equity investment. 
A debt issue of Alberta Oil 
Sands Pipeline Ltd. to cover the 
remaining 80% o f  current 
capital requirements will be 
considered during 1977. The 
pipeline tariff will cover all 
operating and maintenance 
costs, including interest on the 
pipeline debt, and will yield a 
return on AEC's equity. This 
return on equity will be 15% 
during the construction phase. 
The rate during the first 5 years 
after start-up will be determined 
by negotiation or arbitration and 
will be between 15% and 22%. 
The actual rate is subject to cer- 
tain adjustments based upon 
throughput. 

In the latter half of the year. 
AEC made its first investment in 
the forestry industry. The finan- 
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cia1 statements reflect a total 
expenditure of $10,920,000 in 
the year in acquiring a 40% 
share of the forestry properties 
of Simpson Timber Co. (Alberta) 
Ltd. under a joint-venture ar- 
rangement. 

Since inception, the total 
investment of AEC in properties 
and in affiliated companies has 
been $125 million. Of this total, 
approximately one-half was 
invested during 1976 so that the 
Company's net income for 1976 
reflects only a small portion of 
revenues that can be expected 
from these sources in future 
years. 

AEC holds 50% of the voting 
shares and all of the non-voting 
shares o f  AEC Power Lid., 
representing in total two-thirds 
o f  the outstanding common 
shares. The Company's equity 
investment and its proponio- 
nate share of AEC Power earn- 
ings are reflected in the consoli- 
dated financial statements. 

Initial equity invested in AEC 
Power was $24 million, of which 
$16 million was provided by 
AEC and $8 million by an Alberta 

.utility company. 

A t  mid-year, AEC Power 
raised its first debt capital, $100 
million of First Mortgage Sinking 
Fund Bonds. The proceeds of 
this issue, together with the 
equity capital investment and 
$35 million in the form o f  
repayable advances from AEC, 
has provided the funds for con- 
struction of the utilities plant. A t  
year-end the utilities plant was 
56% complete, and construc- 
tion expenditures to that date 
were $167.814.000. 

Consideration is presently 
being given to an additional 
bond issue, the proceeds of 
which will be used to repay the 
AEC advances and to finance a 
large portion of 1977 construc- 
tion costs. 

By the time the utilities plant 
is completed early in 1978. 
equity capital, including an 

Jack G. Armstrong, 
Vice President finence 

allowance for a return on the 
equity during the construction 
period, is estimated to amount 
to approximately $30 million of 
the total estimated costs of 
$300 mil l ion. AEC Power's 
utilities plant agreement with the 
Syncrude participants provides 
for a 15% rate of return on 
equity capital during the con- 
struction period and a negoti- 
ated rate of return thereafter of 
not less than 13% nor more 
than 22%. 



ALBERTA ENERGY COMPANY LTD. 

Consolidated Balance Sheet 

December 31 

1976 1975 

lin thousands) 

CURRENT ASSETS 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Cash and short-term investments.. 
Accountsreceivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
lnventories(Note 1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Prepaid and deferred expenses. 

INVESTMENT IN AFFILIATED COMPANIES (Note 2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
PROPERTY, PLANT AND EQUIPMENT (Note 3). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
OTHER ASSETS (Note 4). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

CURRENT LIABILITIES 

Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Current ponion of acquisition cost of Suffield Block rights . . . . . . . . . . . . . . . . . . . . . . . . . .  

DEFERRED REVENUE (Note 3). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
DEFERRED BALANCE OF ACQUISITION COST OF SUFFIELD 

BLOCK RIGHTS (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
DEFERRED INCOMETAXES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

SHAREHOLDERS EQUITY 
Share capital (Note 4) 

Authorized - 100,000,000 shares without par value 

Issued and fully paid - 15,068,976 
(1975 - 15,062,064). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Retained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Approved by the Board: 

Director 



ALBERTA ENERGY COMPANY LTD. 

Consolidated Statement of Income 

Yea. Ended 
Dscsmbsr 31 

1976 1975 - - 
(in thousands) 

INCOME: 

Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Net operating revenue (Note 5) 

Naturalgas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

GENERAL AND ADMINISTRATIVE EXPENSES.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

PROVISION FOR INCOME TAXES - Current.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
-Deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

EQUIN IN EARNINGS OF AFFILIATES: 
AECPowerLtd . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Steel Alberta Ltd . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Pan-AlbertaGas Ltd . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

ALLOWANCE ON EQUITY FUNDS, ALBERTA OIL SANDS PIPELINE . . . . . . . . . . . . . . . . . . . . .  
NETINCOME . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

EARNINGS PER SHARE (Note 6). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Consolidated Statement of Retained Earnings 

Year Ended 
December 31 

1976 1975 - - 
(in thousands) 

BALANCE - BEGINNING OF YEAR . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3,739 $ (242) 
NETINCOME . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,460 3.981 - - 
BALANCE-ENDOFYEAR . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $12,199 $3,739 - - - - 



ALBERTA ENERGY COMPANY LTD. 

Consolidated Statement of Changes in Financial Position 

Year Ended 
December 31 

1976 1975 

lin thousands1 

SOURCE OF FUNDS: 

Funds derived from operations - 

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Items not involving funds - 

Equity in earnings of affiliates. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Allowance on equity funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Deferred incometaxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Depreciation, depletion and amortization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Deferred income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Net proceeds on issue of share capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Deferred balance of acquisition cost of Suffield Block rights.. . . . . . . . . . . . . . . . . . . . . . . .  

APPLICATION OF FUNDS: 

Additions to property, plant and equipment (Note 3 ) .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Allowance on equity funds, Alberta Oil Sands Pipeline. . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Investment in affiliated companies (Note 2 ) .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Additionstootherassets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Current portion of acquisition cost of Suffield Block rights . . . . . . . . . . . . . . . . . . . . . . . . . .  

INCREASE (DECREASE) IN WORKING CAPITAL. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
WORKING CAPITAL - BEGINNING OF YEAR. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
WORKING CAPITAL - END OF YEAR. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Auditors' Report 
To the Shareholders of 
Alberta Energy Company Ltd. : 

We have examined the consolidated balance sheet of Alberta Energy Company Ltd. as at December 31. 1976 and the con- 
solidated statements of income, retained earnings and changes in financial position for the year then ended. Our examination 
of the financial statements of Alberta Energy Company Ltd., its subsidiaries and the affiliate of which we are auditors was 
made in accordance with generally accepted auditing standards, and accordingly included such tests and other procedures as 
we  considered necessary in the circumstances. We have relied on the reports of other auditors who have examined the finan- 
cial statements of the other affiliates and the joint venture. 

In our opinion, these consolidated financial statements present fairly the financial position of the company as at December 
31, 1976 and the results of its operations and the changes in its financial position for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the preceding year. 

PRICE WATERHOUSE 8 CO. 
Chartered Accountants 
Edmonton, Alberta 
January 31, 1977 



ALBERTA ENERGY COMPANY LTO 

Notes to Consolidated Financial Statements 
December 31, 1976 

1. Accounting policies 

(a) Investments in other entities 

Subsidiaries - 

The accounts of Alberta Energy Company Ltd. ("AEC") 
are consolidated with those of other companies in 
which AEC owns more than 50% 'of the voting shares. 
These consolidated financial statements include the 
accounts of Alberta Oil Sands Pipeline Ltd. ("AOSPL") 
and Alberta Industrial Gas Suppliers, Ltd., both of 
which are wholly-owned subsidiaries. 

Affiliates - 
Where AEC owns 50% or less of the voting shares of 
another corporation, but is still in a position of exerting 
significant influence in the decisions made by such in- 
vestees, AEC has adopted the equity method of 
accounting for such investments. Under .this method 
AEC's proportionate share of the affiliates' income or 
loss is included in income and the investment is carried 
at cost plus equity in undistributed income since ac- 
quisition. 

Unincorporated joint venture - 
Where AEC owns fixed assets utilized in an unincorpo- 
rated joint venture it records such assets in its ac- 
counts. In addition t o  such assets, AEC records on a 
line-by-line basis its proportionate share of other 
assets, liabilities, and revenues and expenses associ- 
ated with its participation in the operations of a joint 
venture. 

(b) Fixed assets 

- Petroleum and Natural Gas 

AEC employs the full cost method of accounting 
for petroleum and natural gas properties and 
capitalizes all costs related thereto. Petroleum and 
natural gas leases are situated in the Suffield Block 
and are being developed on an area basis. Costs 
associated with producing areas are amortized 
using the unit of production method based on 
estimated proven reserves. Costs associated with 
non-producing areas are accumulated until pro- 
duction is commenced. 

- Forestry 

The cost of acquiring timber harvesting rights is 
depleted on the basis of timber cut and removed 
as it relates to the volume of t~mber estimated to 
be recoverable. 

- Pipeline 

Allowances for return on equity and borrowed 
funds employed during construction are included 
in the capitalized cost of the pipeline. 

(c) Deferred costs 

Costs incurred in investigating projects are deferred 
pending investment decisions. Costs of project in- 
vestigations which result in investments are included in 
the cost of such investments. When it is determined 
that investments will not result, costs related t o  these 
investigations are charged against income. 

AEC employs the following general principles relating (d) taxes 
t o  fixed assets: 

Income taxes are based on accounting income which - All fixed assets are carried at cost. 
differs in some resDects from taxable income. 

- Depreciation on these assets is provided over their Differences generally arise because certain items of in- 
estimated useful lives. come and expense are reflected in different time 

- When fixed assets are retired or sold. the related periods for financial accounting purposes than for tax 

cost and accumulated depreciation are removed purposes. Deferred income taxes represent the 

from the respective accounts and any profit or amount by which taxes on accounting income exceed 

loss is reflected in income. taxes paid or payable on taxable income. 

- Expenditures for repairs and maintenance are 
charged to expense as incurred. (e) Inventories 

In these financial statements the only inventory items 
The following specific principles pertaining to particu- areforest products, which are valued at the lower of 
lar industries have been ado~ted:  cost and estimated net realizable value. 



2. Investment in affiliated companies 
The investment in affiliated companies is comprised of: 

AEC 
Power 

Ltd. 

Common shares . . . . . . . . . . . $16,032,200 
Advances - unsecured . . . . . 
Equity in undistributed 

income since acquisition. . . 1,648,360 

$17,680,560 

Steel 
Alberta 

Ltd. 

$ 10.000 
5,659,515 

1,130,656 

(a) AEC Power Ltd. C'AECP'7 

AEC acquired 50% (80,000) of the issued Class A (vot- 
ing)shares and 100% (80,000) of the Class B (non-vot- 
ing) shares of AECP on April 28, 1976. The balance 
(80,000) of the issued Class A shares is held by a utility 
company. 

The utilities plant presently under construction by 
AECP was estimated t o  be 56% complete at Decem- 
ber 31, 1976. Total estimated cost of the utilities plant 
is $300,000,000 with completion scheduled for March, 
1978. 

The allowed return on equity funds invested in AECP 
during the construction phase and the initial five-year 
operating period has yet to be agreed. This return, 
however, shall not be less than 13% nor greater than 
22% per annum and pending determination a provi- 
sional 15% rate is allowed. AECs share of the return 
on equity based on the provisional rate has been in- 
cluded in income under the caption "Equity in Earnings 
of Affiliates". 

The participants in ihe Syncrude project have provided 
guarantees for a return of all debt and equity capital of 
AECP (including equity allowances earned to that date) 
if the project is abandoned prior t o  completion of con- 
struction, and the Province of Alberta has provided a 
guarantee for a return of all debt capital in the event of 
abandonment after completion. 

1976 1975 

Pan- . 
Alberta 
Gas Ltd. Total Total 

default under the agreement, it will not demand repay- 
ment unless alternate funds are available t o  AECP. As 
at December 31, 1976, $35,000,000 had been ad- 
vanced by AEC under this agreement and, as alternate 
funds are available, has been included under "Cash and 
short-term investments". 

(b) Steel Alberta Ltd. 

AEC holds 50% of the issued common shares of Steel 
Alberta. Steel Alberta's principal asset is 938,400 com- 
mon shares (20.1%) of Interprovincial Steel and Pipe 
Corporation Ltd. ("IPSCO") whtch investment is ac- 
counted for by Steel Alberta on the equity method. 

(c) Pan-Alberta Gas Ltd. 

AEC holds a 49.2% equity interest in Pan-Alberta Gas, 
comprising 40% of the Class A (voting) and 50% of 
the Class B (non-voting) common shares. 

AEC is committed t o  loan Pan-Alberta Gas up to 
$2,000,000 towards that company's operating costs. 
To December 31, 1976, $900,000 had been advanced 
under this commitment. The advances are repayable 
on demand and bear interest at a floating rate, which 
was 103/8% at December 31, 1976. 

By a loan agreement dated June 4, 1976, AEC agreed 
t o  lend AECP up t o  $150,000,000. The agreement pro- 
vides that AECP will issue additional First Mortgage 
Bonds t o  be pledged with and held by AEC as collateral 
security. Repayment of the loan may be made at any 
time and AEC has agreed that, unless AECP is in 



3. Property, plant and equipment 

Property, plant and equipment consists of the following: 

Cost 

Producing Properties 
Petroleum and Natural Gas 

Properties (Suffield Block) 

Lease rights . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Intangible development. . . . . . . . . . . . . . . . . .  
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Forestry Properties 

Plant and equipment.. . . . . . . . . . . . . . . . . . .  
Timber harvesting rights. . . . . . . . . . . . . . . . .  

Properties Under Development 

Suffield Block.. . . . . . . . . . . . . . . . . . . . . . . . .  
Alberta Oil Sands Pipeline.. . . . . . . . . . . . . . .  
Forestry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Other Property, Plant 
and Equipment. . . . . . . . . .  

Total. 

Suffield Block 

AEC acquired the majority of its petroleum and natural 
gas rights to the Suffield Block from the Province of 
Alberta for 554.000.000 plus, in certain events, other 
amounts dependent upon the value of production. Of 
the 554,000,000, $14,000,000 was paid on November 
7, 1975, $10,000.000 is payable March 23, 1977, and 
the balance is payable in annual instalments of 
$10,000,000 each, beginning one year after recovery 
by AEC out of its share of production (net of royalties) 
of an amount equal to all the costs and expenses of 
the Suffield Block. If, in any year after the above pay- 
ments have been made and have been recovered by 
AEC out of its share of net production, one-half of the 
net production proceeds from the leased rights 
exceeds the royalties paid or payable to Alberta, AEC 
will pay such excess to Alberta. Production of gas 
from the Suffield Block commenced on November 1, 
1976. 

AEC has recetved a $1,500,000 advance production 
payment which is recoverable from AEC's share of f~rs t  
production revenues from the deep horizons in Area A 
of the Suffield Block. 

1976 

Accumulated 
Depreciation. 
Depletion and 
Amortization Net 

Forestry properties 

In 1976, AEC purchased forestry properties and en- 
tered into a joint-venture agreement and a related sales 
agreement, all with effect from June 28. 1976. These 
agreements are subject to the approval of certain 
governmental agencies, as well as compliance with 
certain conditions. It is AEC's opinion that such ap- 
provals and conditions will be obtained and met; 
however, if the approvals and conditions are not ob- 
tained and met then all properties and assets acquired 
by AEC under the agreements would revert t o  the ven- 
dor and AEC would be repaid all payments made by it 
under the agreements excepting 5250,000. 

Under the terms of the joint-venture agreement AEC 
assumed a 40% share of capital expenditure commit- 
ments previously made by the vendor. AEC's commit- 
ment in this regard is estimated at 58.200.000, 
52,000,000 of which is to be expended in 1977. 

The operation by the joint venture of a new lumber 
manufacturing facility commenced in eady July, 1976. 



Alberta Oil Sands Pipeline 

In 1976 Alberta Oil Sands Pipeline Ltd. ("AOSPL'') and 
the Syncrude participants agreed that AOSPL would 
construct and operate a pipeline from Mildred Lake to 
Edmonton which is estimated to cost $80,000,000. 
During the construction phase a return of 15% on 
equity funds is allowed, which equity funds are pro- 
jected not to,exceed 20% of the total cost of the 
pipeline. This return on equity cannot be paid out by 
AOSPL before 1998 unless the Syncrude project is 
abandoned. 

During the period commencing on May 1, 1978. or, if 
the pipeline is not completed by May 1. 1978 and the 
delay in completion was not caused by the Syncrude 
participants, commencing in the month following 
completion and continuing until May 1. 1983, AOSPL 
will receive a tariff which is based on cost of service 

and which will provide it with a rate of return on equity. 
to be agreed upon by the parties or determined by ar- 
bitration, of from 15% to 22% per annum, which tariff 
is subject to certain adjustments based on throughput. 

If, prior to completion of the Syncrude project, the 
Syncrude participants request AOSPL to abandon the 
pipeline, the Syncrude participants will, unless AOSPL 
elects to retain the pipeline without further payment 
from the Syncrude participants, either reimburse 
AOSPL for all costs and expenses of the pipeline or 
purchase the pipeline by paying AOSPL the total equity 
investment in the pipeline and assuming all AOSPL's 
liabilities and commitments relating to the pipeline. If 
at any time after its completion, the Syncrude project 
is abandoned, the participants will pay any tariffs then 
due and shall guarantee the reiaining outstanding 
debt of AOSPL relating to the pipeline. 

4. Share capital 
(a) Changes in outstanding shares were as follows: 

1976 

Number of Net 
shares proceeds 

Issued for cash . . . . . . . . . . . . . . . . . . . . . . . . . .  12,000 $ 128.880 
Redeemed for cancellation . . . . . . . . . . . . . . . . .  5,088 48,743 

Net change in the year . . . . . . . . . . . . . . . . . . . .  6,912 80,137 
Share capttal - beginn~ng of year.. . . . . . . . . .  15,062,064 146,995,526 

Share capital -end of year 

1975 

Number of Net 
shares proceeds 

15,061.964 $146,995,426 

(b) 1.036 shares are reserved for a Share Purchase Plan established for officers and employees. Other assets include loans of 
$657.504 to officers and employees under Share Purchase Plans (1975 -$593,615). 

5. Supplementary information to 1976 

statement of income Natural 

Gas Forestry Totsl 
(a) Net operating revenue includes the following: 

Gross operating revenue (net of royalties) . . . . . . . . . . . . . . . . . . .  $6 18.029 $678.466 $1,296,495 
Depreciation, depletion and amortization . . . . . . . . . . . . . . . . . . . .  146.07 1 260.203 406,274 

(b) Other depreciation and amortization totalled $125.901 (1975 -$21,967) 

6. Earnings per share 
Earnings per share, based on the weighted average 
number of shares outstanding during the year, 
amounted to 56c (1975 - 524. Had AEC been subject 
to income tax throughout the 1975 year, the earnings 
wer share would have been 29c. 

7. Remuneration of directors and senior 
officers 

The aggregate direct remuneration paid by AEC and its 
subsidiaries t o  its directors as directors was $49.000 8. figures 
(1975 - $56,000) and to i t s  senior officers as officers The 1975 figures have been restated t o  conform to 
$314,098 (1975 - $240.288). present financial statement categories. 
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About the Company 
The Alberta Energy Company 

is an Alberta corporation, owned 
one-half by the Alberta Govern- 
ment and one-half by more than 
50.000 Canadian shareholders. 
1976 was its second fully- 
operational year. The Company 
was established t o  provide 
Albertans with a special oppor- 
tunity t o  participate in Alberta's 
development. 

The Alberta Government par- 
ticipates in ownership of the 
Company,  b u t  n o t  i n  i t s  
management. AEC does not 
employ, nor have as a Director, 
any elected member of govern- 
ment or any member of the civil 
service. 

Taxes are payable by the 
Company at the same rates as 
other Canadian companies. AEC 
was not fully taxable until late 
1975 when, upon sale of shares 
t o  the general public, it ceased 
to be a Crown Corporation. 

Objectives of the Energy 
Company are: operating at a 

HECTOR J. McFADYEN 
Manager, Economics 

GWYN MORGAN 
Manager, Suffield 

ROBERT W. RUFF 
Manager, Accounting 

JOHN D. WATSON 
Manager, Treasury Operations 

profit and in the best interests of 
all shareholders; encouraging 
and enabling Albertans and 
other Canadians t o  participate in 
the development of Alberta's in- 
dustrial and resource potential: 
and stimulating, advancing and 
strengthening industrial and 
resource bases of the Canadian 
economy. 

As well as investing in in- 
dustrial and energy-related pro- 
jects, the Company has given 
consideration to other profitable 
enterprises. The Company has 
stated that it does not intend t o  
engage in conventional oil and 
gas exploration in Alberta. 

AEC's investment policies 
continue t o  emphasize new, 
large, long-range, capital-inten- 
sive projects, but will not ex- 
clude investment in smaller pro- 
jects or acquiring interests in ex- 
isting enterprises. Priority has 
been given t o  projects within 
A lber ta ,  b u t  inves tments  
elsewhere, particularly if related 
to Alberta, will also be given 
consideration. 
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The form of AEC participation 
in projects will depend on the 
circumstances surrounding each 
investment. In addition to un- 
dertaking projects on its own or 
through subsidiaries, AEC is par- 
ticipating in projects with others 
through affiliated companies or 
joint ventures. The Company's 
preference is t o  participate 
directly in projects in a way that 
permits the cash flow of the 
project to be received directly by 
AEC, rather than holding a 
minority share interest in other. 
companies. When participating 
in projects with others, AEC will 
have a role in the formulation 
of policies for the project. 

The object of the Company is 
to establish a large. profitable, 
Alberta-based. Alberta-con- 
trolled corporation that has sig- 
nificant participation in  the Pro- 
vince's future: the results t o  
date provide a good start in the 
long-range program to  ac- 
complish this objective. 
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