ALBERTA

ENERGY

COMPANY

12 T 1)

1 IO OB 0

ANNUAL

ReEvEORR ST




L] ~ Contents

B

/

; ' { 5 1 /

i
¢
|
)

Highlights

President’'s Remarks to Shareholders
AEC Gas, Oil and Other Activities
©il and Gas Division

Reserves

Exploration

Natural Gas

Conventional Oil

In Situ Heavy Oil Sands

Syncrude

Pan-Alberta Companies

Chieftain International, Inc.

Pipelines Division

Forest Products Division
Petrochemicals Division

Other Investments

Management Discussion and Analysis
Auditors’ Report

Consolidated Financial Statements
Historical Review

Directors and Officers

Corporate Information

The Company

B Alberta Energy Company
Ltd. is a Canadian natural
resource development corpora-
tion with appraoximately 44,000
shareholders. AEC participates
in Canada’s oil and natural gas,
pipelines, forest products and
petrochemicals industries. AEC
is among the top ten oil and
gas companies in Canada in
terms of reserves, production
levels and exploratory land-
holdings. It is the fifth largest
publicly traded oil and gas firm

in the cou\'ntry.

W Cover Photos (clockwise
from upper left):

Apache pipelaying vessel;

oil and gas drilling; pulp mill
aspen feedstock; Borger, Texas
fertilizer plant,

H This annual report is printed
on “A"-rated environmentally
friendly paper. No dioxins are

produced in the manufacture

of this stock.
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Financial Results ($ million except per share amounts) 1990 1989 % Change

Net earnings 53.6 373 44
- § per common share 0.72 0.52 38
Cash flow 204.0 187.1 9
- § per common share 2.99 299 -
Revenues, net of royalties 562.5 505.9 11
Capital spending 222.1 195.9 13

Operating Performance

Natural gas

- sales {million cubic feet/day) 272 AT -

- prices ($/million btu) 1.54 1.47 )
Conventional oil and NGLs

- sales (barrels/day) 6,880 6,410 7

- prices ($/barrel) 21.26 16.89 26
Synthetic oil

- sales (barrefs/day) 15,530 14,800 5

.- prices ($/barrel) 26.85 21.45 25

Lumber

- sales (million board feat) 196 201 (2)
Medium density fibreboard

- sales (million square feet) 59 63 ()]

Major Projects

B A major gas gathering and production B The proposed Iroquois Gas Transmission
system at Primrose came on stream. System to serve new northeast U.S. gas
B A successful exploration program yielded markets received federal and state
the equivalent of 148 billion cubic feet of regulatory approvals.
proven and probable reserves. B The Slave Lake Pulp Corporation chemi-
B The Vanconver Island natural gas pipeline thermo-mechanical pulp mill commenced
was 62 percent complete at year-end, start-up in December.

including all of the underwater portion.
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For ALC, the positive news 1in 1990 included very good
exploration results; excellent oil and gas operating
reliability and efficiency; development of new oil and
eas production facilities; start-up of the Slave Lake
pulp mill; progress on the Iroquois and Pacitic Coast
natural gas pipelines to the northeastern United Stares
and Vancouver Island, respectively, and advancement
of compurer and production technology that bodes
well for future operations, Strengthening of oil prices,
for unfortunare reasons, was a major lift for financial
results in the last five monrhs of the year.

Special mention 1s warranted for Syncrade which
produced at a record rate, 135,300 barrels per calendar
day, and did an impressive job of delivering over
20 percent of Canada’s light and medium o1l supply.

The bad news was that, although AEC’s average
gas price increased by 5 percent in 1990, largely due to
markceting agility, gas storage opportunities, and
pavback of Topgas advances, the long-awaited
improvement in basic natural gas prices did not
materialize. Another negative event occurred when
others in the fertilizer business decided ro build a
government-supported plant in Saskarchewan.

As evidenced in the Highlights and other sections
of this report, financial resules were higher, year-over-
vear. Total earnings and cash flow increased, while per
share earnings were up 38 percent and per share cash
flow was the same as last vear. Cash flow per share
would have increased by 3 percent, or 10 cents per
share, if cash raxes had not increased by $6.5 million
in 1990,

Clearly, the Corporation’s financial results have
been significantly lessened by the ongoing saga of
depressed natural gas prices. As the graphs to the right
illustrate, about 32 percent of our assets are in nataral
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gas, which in 1990 delivered only 13 percent of
operating income. A turnaround in natural gas prices,
which have declined 42 percent since 1983, would be
of major benefit to AEC. Natural gas currently sells for
less than one-half the price of crude oil, on an energy
equivalent basis. Natural gas prices are expected to
increase in 1992, when further pipeline transportation
capacity is available, but they are likely to show little
change in 1991,

In situ heavy oil is another asser offering
considerable potential to AEC. The advent of so-called
“cold production” methods {production without prior
steam injection) offers the prospect of increased energy
supplies from a very large resource base. AEC’s in situ
heavy oil totals about 25 billion barrels, of which
about 500 millien barrels is estimated to be exploitable
with present technology.

AEC’s pipelines continue to be a welcome source
of cash flow. Forest products had a less than
satisfactory year as the depressed economic conditions
and a high exchange rate on the Canadian dollar
continucd to affect that industry. Fertilizer returns
unproved somewhar, mainly due to lower production
costs, but are still less than satisfacrory.

The graph on the page opposite tllustrates
“sensitivities”, or the estimated effect of certain
changes on AEC’s 1991 financial results, These
numbers may evolve quite differently as the year
progresses, because they are based on a number of
assumptions. For example, the royalties paid on
Syncrude production commence at a crude ail price of
approximately U.S. $23 per barrel. Nonetheless, the
graph should be heipful in assessing the outlook.

Overshadowing all variables is the price of crude
oil, which sull is remarkably low when allowance is
made for the effect of inflation. The average 1990
West Texas Intermediate oil price of U.S. $24.50 per
barrel is only 70 percent of the average 1985 price
expressed in 1990 dollars, In the final analysis, the
price of o1l will depend primarily upon events in the
Middle East, both during and after the war.

The vear 1991 offers promise of improved
financial returns, subject to those volartile oil prices,
and hopefully some lessening of interest rates along
with a more realistic value on the Canadian dollar
vis-a-vis other currencies. Low operating costs and
operating efficiencies, successful exploration results

and increased production are contributing to a
favourablc start for 1991,

Most gasoline consumers are unaware that
returns to the producer represent only abour one-
quarter of the ultimate pump price. The balance
compriscs taxes and refining and marketing costs.
Federal tax and some provincial taxes are assessed as a
percentage of the price; therefore, the higher the cost of
crude oil, the grearer the tax.

AEC rakes pride in its commitment to the
environment and its supportive role in charitable
community endeavours. The Corporation supports
“Imagine,” a campaign to stimulate personal and
corporate giving of time and money. We take pride
also in our people and their accomplishments and
in our programs to protmote safe work conditions
and practices.

Mr. Mervin Leitch, Q.C., a Director of the
Corporation, died in June 1990, His excellent
contributions to the progress of AEC will long be
remembered by his friends and collcagues. Mrs. Valerie
Nielsen is welcomed as a new member of the Board.

As 1991 unfolds, there no doubrt will be surprises
in the world around us. With its solid financial footing,
excellent assets and considerable strengths, AEC will
work with evolving opportunities to outperform its
competitors and enhance shareholder value.

David E. Mitchell, O.C.
President &
Chief Executive Officer

February 15, 1991
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Inset A East Central Alberta

73 AEC Interest Land

T.72 1990 Acquired Land
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i1l and Gas Division
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Two of ARC s strategies — storing natural gas for
subsequent sale in stronger markets and pursuing long-
rerm sales contracts which generate higher prices —
mereased rhe Corporation’s unit gas prices. Repayment
of Topgas advances also contributed to enhanced
prices. Additional gas sales contraces for future U.S.
exports were negotiated.,

A successful exploration program achieved low
finding costs and identified promising follow-up
drilling potential. Posinive engmeermg revisions 1o
producing oil and gas ficlds also contributed 1o reserve
additions. Conventional o1l veserves grew by 27 percent
afrer production, and natural gas reserve additions
more than offset production.

Further technical advancements and higher oil
prices strengthened the prospects for near-term

commercial heavy oil production at Primrose.
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Responsible resource development in harmony
with the environment has been an integral component
of AFEC” s oil and gas operations since the Corporation
began. On the Suffield Military Range, for example,
AEC and the military have alwavs been strongly
committed to preservarion of the wildlife, vegeration,
archeology and sand dunes. Smee AEC started
operations ar Suftield fifteen vears ago, antelope have
mereased from a few hundred ro 4,000; whiterail and
mule decr have shown similar increases; a large herd of
wild horses exises; bald and golden eagles abound; and
a protecred environment has been provided for many
other animals, birds and reptiles. Key parts of the
Range are being returned to the namiral prairie
enviromment which existed before the arrival of man.

ALC conduets environmental audits of its

operaring locarions and funds relevant environmental
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research. The Corporation currently is coaperanng
with the Alberra Deparrment of Forestry, Lands and
Wildlife in a rescarch program to monitor the impact

of oil and gas activities on the woondland caribou.

Reservr:

ARCTs oil and gas reserves ar vear-end 1990 as
estimated by AFCTs professional engineers are given
i the rable below, New reserves or significant
revisions to previous reserves have been audited by
independent engmeering consultants, MeDanicel &

Assoctates Consulranrs Led.

Natural Gas (Billion Cubic Feet)

Proven  Probable  Tolal

Balance ar Decerer 31, 1989 1,417 225 1,637

Revisions to mature established pogls o 19 25

Discoveries, ex1ensions anc

nevy pool revisions 72 24 96

Acawisition of reserves 7 14 21

Production (997 : 19%)
Balance at December 31, 1990 1.298 282 1.680

Crude 0il and Natural Gas Liquids (Million Barrels)
Balance at Decemnber 31, 1982 15.9 52 211
Revisions 1o malure established pools 1.4 16 3.0

Discoveries, extensions and
new POl revisions 52 - 52

Acauwisition of reserves -
Production 2.5 - (25}
Balance at December 31, 1690 200 68 ‘68

Synthetic Oil (Million Barrels)

8alance at December 31, 1989 207 - 207
Revisigns ¢f previous estimates 2) - (2}
Praduction (6) (6)
Balance at Decernber 31, 1990 199 - 199

In Situ Heavy 0Oil

The abuve teserves Jo not ndude in situ heavy ol AEC holds an
esttmated 25 brllion barrels of heavy ol In place, et of the
amount participants have earned or are entltled to earn, primarly
on the Primrose Range in northeastern Alberta. Over 3 billion
barrels of the ol 15 contained vathin the Clearwater "B"
formation at combined thicknesses of more than 33 feet. Using

normal iIndustry estimates of recoverability, AEC's

i - v 1998 ANNLUAL REPORT



share of recoverable oll 1s anticipated te be 300 to 600 million
barrels from the Clearvvater “B” formation alone. In situ heavy ol
will be recognized as reserves on a progressive basis as

commercial development projects proceed.

Over the last four years, AEC’s exploration program has
achieved reserve additions averaging 107 billion cubic feet
equivalent and progressively lower finding costs. The
1990 exploration program achieved the largest reserve
additions and lowest finding costs to date. The 1990
exploration program was supplemented by selective
acquisition of reserves and land intereses, While
exploration continued to be predominantly in Alberta,
land acquisition and seismic activity in B,C. increased.

1990 Well Statistics

Exploratory
Gross Net

o] o] 4
Gas 30 18
Cased-Waiting Evaluation 1 1
Dry & Abandoned 230
Total 63 33
Development
Qil 24 11
Gas 50 25
Cased-Waiting Evaluauon 2 1
Dry & Abandoned 3 2
Total N o 79 ) 39
1990 Landheoldings (Acres)

Teotal Undeveloped Developed
o o _G_ross Net Net Net
Alberta 4,536,885 3,024,868 877,008 2,147,861
Saskatchewan 255,816 184,848 182,791 2,057
British Columbia 276,320 121,362 98,485 22,877
Beaufort 851,522 24915 24915 -
Total 5,923,643 3,355,994 1,183,199 2,172,795

AEC’s exploration group is commitred to
internal prospect generation and a proactive land

acquisition program. The Corporation seeks to
maximize its control and profitability of exploration
plavs by retaining high working interests in land and
wells. AEC’s average working interest in the 1990 land
purchase program was 94 percent, and the average
working interest in the exploratory drilling program
was 52 percent.

Natural gas drilling activity in east-central
Alberta included 48 successful exploration and
development wells, Discovery areas included Primrose
and Craigend.

In west-central Alberta, AEC participated in &
successful wells, exploring for natural gas and gas
liquids in the Cretaceouns and Triassic zones.
Discoveries were made at Simonette, Karr and Gold
Creek. Additional land purchases increased AEC’s
position to an average 58 percent interest in 470,000
acres in the region.

AEC’s position in these regions is illustrated on
the maps on page 5. Other areas of exploration
concentration include Alberta’s East Peace River Arch,
the Deep Devonian of western Alberta, and
northeastern British Columbia. Qil discoveries were
made ar Ogsron and Evi. Deep gas discoveries were
made at Colt and Strachan.

Sales levels equalled those recorded in 1989, While
prices increased § percent to $1.54 per million brtuy,
they remain at a substantial discount to oil prices. AEC
estimates that heating value pariry wich average 1990
oil prices would have resulted in wellhead gas prices
more than twice the 1990 average,

The Corporation continued to develop facilities
to bring additional reserves on production to supply
recently negotiated, higher-value, long-term U.S.
contracts. A major new gas gathering and production
facility was placed on stream ar Primrose North. This
100 percent AEC owned and operated facility has a
maximum capacity of over 30 million cubic feet per
day. It will fulfill the majoriry of a 50 million cubic feet
per day contract currently being phased in to serve a
new Alberra and Southern California gas contract,

AEC’s Karr area discoveries in northswestern
Alberta were placed on stream at 12 million cubic feet
per day of gas and 450 barrels per day of oil and
natural gas liquids. This additional production is being



280
272 272

88 89 90

Natural Gas Sales

irrilhon cubig feet per day)

11.00
1035 10.20
9.40
625 |E. i
88-90

85-87 86-338 B7-89 W ladastry higures

ate derived lron
Finding and Development Costs

(3-year "roiling average”)
i per barrel of ol equivalent)

W 'ndustry (88-90 figures not availlable)
B AEC Pelroleum

Energy Revources
Conucrvation Board

and Canadian

Asnocidlion
publiched data
Eguivalent revcre e
are calculated on
S ENneryy 1atio of
10,000 cubic feer of
gas equals 1 barrel
ol oil Industry data
tor 1920 1\ nel
avallable at the

tine of printing.

marketed in Canada and the Unired States, including a |

new contract with Pan-Alberra Gas. The Primrose and
Karr production facilities, along with others ar Majorville
and Gold Creek, have raised AEC’s sustainable annual
average field gas production capacity 10 over 300 million
cubic feet per day.

Expansion of AEC’s natural gas storage facility
will increase peak injection and withdrawal capacity by
50 percent to 180 million cubic feer per day by the fall
of 1991, This will further enhance marketing flexibility,

The fact that 80 percenr of gas production is from
100 percent AEC owned and operated wells furcher
tlustrates the Corporation’s strategy of maintaining
high working interests and operating control in its
exploration, production and marketing activities.

AFC’s 1990 direcr gas production cost of 22 cents
per thousand cubic teet is among the lowest in the industry.

During the vear, a number of critical regulatory
approvals were received for the construction of
Cauadian and U.S. facilives required to supply gas to
the northeastern United States through the proposed
Iroquois pipeline. Toral direct and mdirecrt sales
averaging 38 million cubic feet per day arc expected by
November 1992, with 5 million cubic feet per day ro
be tlowing by vear-end 1991,

Canadian natural gas markers continue to be
depressed due to oversupply and insufficient pipeline
capacity to the United States. The completion of the
[roquois pipeline and proposed pipeline expansions to
the ULS, Midwest and California markecs will have a
positive impact on Canadian producers. AEC has made
arrangements to transport 30 million cubic feet per day
of potential new gas sales through the proposed
Northern Border expansion ro the Midwest. The
Corporation also has commitred to che Southern
California Edison Company 50 million cubic feer per
day, which will be transported through the proposed
pipeline capacity expansion to California. Thirty
million cubic feet per day of this commitment will be
supplied from AEC production, the balance to be
supplied under arrangements with Pan-Alberca Gas.

The full phase-in of lroquois sales and Alberta
and Southern related sales to Calitornia will mean
about 50 percent of AEC’s gas production will be
moving to higher value export markets by November
1992. This compares with 33 percent in 1990. A

further shift rowards these markets will occur when

SEALI Y L e o 1990 ANNUAL REPORT



new sales through Northern Border and the California
expansion are phased in.

Exploration discoveries in rhe Kitty and Evi areas in
west-central Alberra and the application of specialized
recovery rechnology at Suffield combined ro increase
conventional oil and natural gas liquids producrion
and to set the stage for further increases in 1991.
Coincidenr with the producrion increases, world oil
prices strengthened due 1o the Iragi invasion of
Kuwairt, Prices during the last five months of 1990
were 57 percent higher than in the first seven months.

The AEC-developed anri-water coning
technology (AWACT) and an enlarged program of
horizontal drilling in rhe Suffield heavy gravity crude
reservoirs improved production rates and conrribured
to conventional oil reserve growth.

AEC’s average 1990 convenrional oil operaring

cost was $3.80 per barrel, well below industry average.

AEC’s Primrose in situ heavy oil sands lease rights are a
major untapped asset. Several events occurred during
1990 which have advanced the timing of development.
First, the application of new technical approaches has
shown the Primrose heavy oil deposirs to be of higher
quality and recoverable ar lower costs than previously
anticipated. Second, a new steam injection heavy oll
pilot, placed on production in the first quarter of 1991,
adds anorher potenrial commercial project in the central
portion of the Range. Third, AEC believes thar, afrer an
adjustment period following the Persian Gulf crisis,
prices will settle at a higher base level.

The Clearwater formation currently is being
evaluared for commercial production in three major
project areas. This formation is producing 100,000
barrels per day from commercial steam injection heavy
oil projects immediately south of Primrose. This
proven rechnology is profitable ar a West Texas
Intermediate oil price of U.S. $22 per barrel. A cold or
primary production technique which employs
specialized pumps to recover heavy oil without steam

injection also has shown potential.

6.880

I“G4.|
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15,000
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By vear-end 1991, more than 80 wells are expected
to be testing various techniques, including this cold pro-
dugcrion, with a view to early commercial development.

AEC’s involvement in these projects is a
combination of working interest and/or net profits
interest, allowing rhe Corporation to choose the most
profitable means of participation. While the timing and
size of commercial projects will be affected by oil
prices, fiscal terms and che positions taken by AEC’s
joint venture partners, it 1s anticipated that AEC’s
equivalent share of Primrose heavy oil production will
grow to abour 10,000 barrels per day over the next five
vears and double by the late 1990s,

Syncrude

A production record and strong world oil prices
combined to vield excellent results for Synerude. AEC
holds a 10 percent joint venture interest in Syncrude,
plus an average 7 percent overriding rovalty on another
10 percent, a portion of which is subject to maximum
synthetic oil volume limitations.

During 1990, Syncrude provided over 20 percent
of Canada’s light and medium gravity oil production,
This high quality, light gravity, low sulphur product is
in increasing demand as Canadian conventional
production continues to fall.

Syncrude’s research department has developed
new technologies to reduce production costs, improve
product quality, increase volumes and enhance
environmental protection.

Syncrude has proven reserves capable of
sustaining current production rates well into the next
century and already has produced 500 million barrels
of light oil,

Pan-Alberta Companies

AEC owns one-half of Pan-Alberta Gas Ltd. and Pan-
Alberta Resources Inc.

Pan-Alberra Gas, the second largest exporter of
Canadian natural gas, exported 3735 billion cubic feet
of gas in 1990, a 7 percent increase over 1989,

Pan-Alberta Resources (PARI) has a 50 percent
interest in the Empress natucal gas liquids extraction
plant, which operates on a cost-of-service basis. In
addition, PARI profits from a share of NGLs extracted
from the Pan-Alberta gas stream processed by the
Empress and Cochrane plants. Higher natural gas

liquids prices 1n 1990 substantially increased the
earnings of PARL

AEC participates mn international oil and gas activiries
through its 50 percent ownership in Chieftain
Internartional, Inc. (CII).

Natural gas sales increased almost three-fold to
average 46 million cubic feet per day during 1990
compared with 16 million cuhic feet per day in 1989,
Oll sales averaged 1,790 barrels per day, up from
1,650 barrels per day. The increases are attributed to a
full vear's production from platforms in U.S. waters in
the Gulf of Mexico on Matagorda Island Block 604
and West Cameron Blocks 187 and 188 which
commenced production during the second half of 1989.
CH is participating, with a 2§ percent interest, in the
development of a Gulf of Mexico gas discovery on
Eugene Island Block 265 where production is scheduled
to commence in the second half of 1991.

Cll was a 25 percent participant in a Gulf of
Mexico gas discovery on Brazos Block 513, which was
production tested at 11 million cubic feet per day, and
in an indicated shallow gas discovery on Main Pass
Block 262. While these wells increased CII's potential
reserves, further drilling will be required before
independent engineering consultants consider these
accumulations to be proven. After producrion in 1990,
the Company’s proven natural gas reserves declined
and proven oil reserves increased. On an energy
equivalent basis total proven reserves declined by 14
percent to 14.9 million barrels.

1990 Cll Landholdings {(Thousand Acres)

Gross _ Net
United States 272 71
Morth Sea B o 30
Total 373 107

During 1990, Cll expanded its holding of gas and
oil rights in the Gulf of Mexico region. In the offshore
area, ClII increased its holdings of federal acreage from
24 blocks covering 133,600 gross {34,300 net) acres
to 37 blocks covering 200,900 gross {71,200 net) acres,
Onshore, an additional 3,700 gross (1,200 net) acres
were acquired in southern Louisiana, Texas and
Mississippi.

MEBTRTAYENERCY COMPANY 1990 ANNUAL REPORT



Pipelines Division
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Construction of the Vancouver [sland natural gas
pipeline in British Columbia was 62 percent complere
by vear-end and will be fullv operarional in late 1991,
The system will be operated by 30 percent AEC-owned
Pacitic Coast Frergy Corporation. The pipeline route is
shown on page 4,

The pipeline crosses many environmentally
sensitive areas, including the Coquitlam watershed
and many streams and rivers. The construction
program, structured to minimize environmental
impact, pioneered many new technigues in pipeline
construction. More than 200 stream crossings were
individually scheduled and designed to prevent

disruprion ro fish habirat.

The pipeline will provide natural gas tor residen-
tial and commercial service on Vancouver Island. As
well, the svstem will enable seven pulp mills along the
route to switch from tuel oil to natural gas, greatly
reducing sulphur dioxide cmissions. The availability of
natural gas also will reduce the need for 300 oil barges
moving annually along the Island coast.

During the vear, the Iroquois Gas Transmission
Svstem received federal and state regulatory approvals
for a new pipeline to serve the northeasr LUnired Srares,
An AEC subsidiary owns a 6 percent interest in this
U.S. 53597 million nataral as svstem which will have
the capacity ro transport 3735 million cubic feet per day

of Alberta gas. Construction is expecred to begin in the



spring, of 1991 deliveries will commence in late 1991,
The equity investment of AECs subsidiary will be ULS,

8 mithon
S9 milbon.

The Iraquois pipeline will have a favourable
environmental impact on the norcheast ULS. as natural
gas will displace 30 million barrels of oil annually and
result in a substantial reduction of sulphur and carbon
dioxide emissions.

The rwo major ol transmission svstems owned
and operated bv AEC continued to provide reliable,
cost effective rransporration.

In the past vear, AFEC implemented a public
awareness and education program to help minimize the
risk of any environmenral impact duce to third party
action. Emplovees are personally conracring cach
landowner or occupant across whose land AEC-
operated pipelines run to ensure the occupant is aware
of the pipeline, The respective obligations of the
occupant and the Corporation are being reviewed.

AEC Pipelines completed four vears withour a
lost-rime accident and won, for the sccond consecutive
vear, a Canadian Perrolenm Associarion award for its

safery performance,

AEC Pipelines Profile
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Fore«t Products Division

At ERITERED THE PULTP BUEOANESS WY H THE DFCEMEBFER 1990 START-UIP OF THL SLAVE LAXE PULP CORPORATION

POy ASPOH-BASLD BLEACHED CHEMUV-THERMO-PAECHATIICAL PULP MITT B SIPC IS OWNED BY A PARTNERSHIP OF

ALEELRTA FRIFRG ¢ c OMPARIY L1 /% PERCFHT) AHD FACDO C AMADA IMNC (25 PERCEMT), A WHOLLY OWRNED SUBSIDIARY
OF A0 Oa i DO IG AB OF 2WEDEH
ol

The Slave Lake mill is a state-of-the-art facility which
has been designed to meer environmenral standards
that are among the highest in the world for a mill of its
repe. The mill will not produce either chlorinared
dioxins or furans, which are among the principal
causes of environmenral concern with pulp mills.

As part of its assessment of the environmental
impact of the mill, SLPC completed the most compre-
hensive environmenral studies ever done on a Canadian
river. These studies identified the initial fisheries and
water quality characreristics present in the Lesser Slave
River and indicated that the impacr of mill operations
on the river system will be insignificant. Nevertheless,

an exfeusive momtering program has been established.

The aspen feedstock ro supply the mill is an
abundant hardwood resource in Alberra which has
been secured under a long-term forest management
agreement with the Government of Alberra.

The high vield pulp is rargered for the producton
of printing and writing grade papers and will be
marketed around the world under the Rangerg
tradename by MoDo CellKraft.

Wood Products

Sales revenues for Rangerg lumber and medium densiry
fibreboard (MDF} from the mill operated by wholly
owned Blue Ridge Lumber {1981) Ltd. were lower than
1989 record levels.



North American lumber markers weakened

substantially during the fourth quarrer due ro

201
= deterioratimg Canadian and U.S. economies. Average
173 mill ner prices were slightly lower in 1990 while sales
rotalled 196 million board feer, a decrease of
2 percent from 1989,

Reduced medium density fibreboard sales were
due in part to operating difficulties experienced during
the first half of the vear. The problems have been

. 63 5 corrected, and the plant is operating well. Mill ner prices
88 82 50

were 4 percent lower, and shipments of 59 million
square feet were down 6 percent from 1989,
The Corporation produces high quality MDF that
meets the most stringent marker standards, Rangerg
MDF continues to enjoy strong market acceprance and
global recognition for its superior quality.
Lumber and MDF Szales

[l tumber Sales Titmber Lands
irnillion board feet
MDF Sales . [,
(milian square feet) AEC manages its 2.5 million acres of forest lands on a

sustained vield basis. In 1990, over 8,300 acres of
curover areas were planred while an addirionai 2,100
acres were seeded. As part of its reforestation program,
Blue Ridge Lumber planted 4.6 million trees during
1990, representing 1.6 trees for each rree harvesred.

B The Sla Lk
Pulp (orporation

cheon-thermo-

e hanical pulp
vall, which tnes
aburidant dspen
teredatock produce.
neiither chiorinated
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Petrochemicals Division

P

oM I TARCIY A IS E FERTHLER BUIL )

Fogioal e QEAM e O TOGHIT ST HITHIED BrRo AT (M 1987 BT TPAI

Pl UG AT D THTTLIRE G AR

The acquisition of a large ammonia storage and
distribution facifity in western Kansas has opened up a
new marker area. A new and much more economical
producrion facility for ammonium nitrare in Alberra is
hemg considered. Significant opportunities far cost
savings in transportation and distribution have heen
identified and are being actively pursued.

Average plant gare nerbacks decreased in 1990,
reflecting weak demand for ammonia and urea in
western Canadian agricultural markets. This weak
demand was due to low grain prices and lack of
maoisture, In the U.S., where almost two-thirds of
AECs products are sold, prices on average were
slightlv below 1989 levels. The strong Canadian dollar
also reduced returns from this market.

ACHIEVED T

HIEoHESD T REvEL OF OPERATIMNG CASH FIOVY SIFICE

TAATOR IHITTiaTiv s ARD CPECTED TO IMPROWVE RELULTS

The crisis in the Middle Easr, combined with
reduced exports from the USSR and eastern Furope,
reduced rhe world supply of nitrogen ferrilizers,
particularly urea. with a consequent increase in
international prices.

Increased cash flow and imcome m 1990 reflected
a 2 percent increase in sales volumes and a significanr
reduction in costs. Capital programs carried out in
1989 ar the Borger, Texas and Carseland, Alberra
plants to reduce natural gas feedstock requirements
were responsible for the cost reductions.

Measures were taken to ensure thar the seven
fertilizer production plants continue to meet high
environmental standards. The modifications to the

Borger ammonia plant not only reduced natural gas



M odriicalion.
al the Connnco-
aopslated Botge
Terwan winnoiia
platil vediicod the
e Ut et s 1o
rralu il g
[eodoie boand
aesc e anand e
qiranlil, of voante

Waa b

requirements bv 8 percent but also reduced wasrte warter
by 30 percent.The Joffre, Alberta ammonia planr uses
only rwo-cthirds of the natural gas and discharges less
than 10 percent of the water of a conventional ammonia
planr. Design work is underway to reduce atmospheric
emissions at the ammonum nirrate plant in Nebraska,
while the new ammmonium mrrate plant being considered
for Alberta will use substantially less energy and have

lower emission levels than the existing Calgary plant.

AEC-Cominco Fertilizer Business

1690 1989
AEC nitrogen fertilizer sales
“housand tonnes) 355 349
Average plant gate netback
1$/tanne! 122 126

The market area and producrion and storage
faciliries of the AFEC-Cominco fertilizer business are

shown on page 3.

Other Investments

ALCC Powver

AEC holds a rwo-thirds interest in AEC Power Ltd.,
owner of the power plant which supplies clectricity and
steam for the Syncrude operation, Profits are earned on

a ser cost-of-service basis.

Coal Valley

AEC’s 23 percent joint venrure share of sales from the
Coal Vallev mine was comparable to 1989, rotalling
over 500,000 rons of very low-sulphur coal. The Coal
Valley mine, which has consistently made a profit for
AEC, is the first surface mine in Alberta’s foothills
region o receive environmental reclamarion certificares
confirming that mining arcas have been returned to

timber production standards.

Tro-Coty Doallina (1968) Lid

Tri-City is a wholly owned subsidiary of AEC which
operates 14 drilling rigs specializing in shallow- to
medium-depth contract driliing for oil and gas. In
1990, Tri-City’s rig utilization was 54 percent
compared with 33 percent for the drilling industry.
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Net earnings and revenues rose significantly in 1990
mainly due to higher oil prices, while operating
expenses increased because of higher Syncrude and gas
operating expenses. $11 million was invested in new
computer technology which is the principal reason for
the increase in general and administrative expense.
Depreciation, depletion and amortization expense
includes a higher provision for future development and
a new $3 million provision for future site restoration.
Income taxes rose primarily due to higher earnings.
Chieftain International, Inc. and the Pan-Alberta
companies provided higher equity earnings.

Net earnings and cash flow for 1991 will be
largely dependent on gas and oil prices. Due to the
present conflict in the Gulf, oil prices have been
extremely volatile. Based on anticipated production
volumes and prices for 1991, each $0.10 per million
btu increase in average gas prices would increase net
earnings and cash flow by $6 million, while a U.S.
$1.00 per barrel increase in the price of oil would lead
to a $5 million increase in net earnings and cash flow.
Although dependent on net earnings, it is expected that
cash taxes of $8 million in 1990 may increase
somewhat in 1991.

Oil and Gas operating income increased largely
due to a 25 percent increase in oil prices and a §
percent increase in gas prices, Synthetic and
conventional oil volumes increased by an average of 6
percent while gas volumes remained unchanged. It is
estimated that Syncrude will pay Crown royalties in
1991 if the average annual West Texas Intermediate oil
price exceeds U.S. $23 per barrel. Royalty expense was
not recorded in 1990 due to the offsetting effect of
capital investment made in prior years.

Pipelines operating income declined slightly, with
AEC’s two major operated pipelines generating
approximately 95 percent of the total. Operating
income in 1921 is expected to improve marginally.

Forest Products operating income decreased,
primarily due to decreased lumber and medium density
fibreboard (MDF) revenues and higher unit costs for
both products. Average lumber prices remained
relatively constant while MDF prices decreased as did
both lumber and MDF volumes. The Slave Lake pulp
mill is not expected to reach design capacity until late
1991 and, accordingly, 1991 equity losses are expected
from the Partnership.

Petrochemicals operating income combined with
equity earnings from the U.S, fertilizer partnership
remained at about the same level. A small decrease in
average price was offset by a reduction in cost of sales.

In 1990, capital investment totalled $222 million
with approximately two-thirds relating to oil and gas
and most of the remainder for the completion of the
Slave Lake pulp mill. Capital investment in 1991, to be
funded largely by cash from operations, is expected to
approximate the 1990 level. Much lower capital
expenditures are expected for forest products due to
completion of the Slave Lake pulp mill.

The debt to equity ratio is 42:58. The average
term of long-term debt is 9 years and approximately
94 percent of total long-term debt is unsecured.
Mandatory long-term debt repayments over the next
five years amount to $17 million. At year-end, over
$240 million was available in unused long-term
lines of credit.
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To the Shareholders of Alberta Energy Company Ltd.:

We bave audited the consolidated balance sheets of Alberta Energy Company Ltd. as at December 31, 1990 and
1989 and the consolidated statements of earnings, retained earnings and changes in financial position for the years
then ended. These financial staternents are the responsibility of the Corperation’s management. Qur responsibility is

to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supperting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant

estimates made by management, as well as evaluating the overall financial statement presentation,

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial
position of the Corporation as at December 31, 1990 and 1989 and the results of its operations and the changes in
its financial position for the vears then ended in accordance with generally accepted accounting principles.

Laisg i i
Chartered Accountants

Edmonton, Alberta
February 6, 1991



* except per share amounts

Revenues, Net of Royalties
Costs and Expenses
Operating
General and administrative
Interest, net
Depreciation, depletion and amortization

Earnings before the Undernoted
Income tax expense
Equity earnings

Net Earnings

Earnings per Common Share

Balance, Beginning of Year
Net Earnings

Dividends — Preferred Shares
— Common Shares

Affiliate’s Financing Costs, Net of Income Taxes

Balance, End of Year

See accompanying notes to the consolidated financial statements.

Note
Reference 1990

$ 5625

283.1

21.1

2 57.1
137.5

498.8

63.7

3 26.7
16.6

$ 536

S RO

1990

$ 2288
53.6
282.4

5.8

21.8

27.6
$ 2548

1989
5 S5

255.5
18.7

54.5
129.2
457.9
48.0

17.4

6.7
$ETa
S O

1989

$ 2207
B
258.0

e

ite), 7

2.2

29.2

S 228
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Note
Assets Reference
Current Assets
Cash and short-term investments, at cost which approximates market
Accounts receivable and accrued revenue
Inventories

investments
Property, Plant and Equipment 5
Deferred Charges and Other Assets

Liabilities and Shareholders’ Equity

Current Liabilities
Notes payable
Accounts payable and accrued liabilities
Current portion of long-term debt 6

Long-Term Debt 6
Deferred Revenue and Other Liabilities
Deferred Income Taxes
Shareholders’ Equity
Share capital 7

Retained earnings
Foreign currency translation adjustment

Approved by the Board:

W Director : c./ Director

See accompanying notes to the consolidated financial statements.

1990

3 29.8
79.5

42.2
151.5
209.8
1,704.2
16.7

$ 20822

$ 37.8
101.7

3.0

1425
595.9
34.6
437.0
1,210.0

619.8

254.8
(2.4)

872.2

$ 2,082.2

1989

f 0 Bl
70.7

30.5
161.9
145.8
1,683.5
12.2

$ 2,003.4

$ 35.0
111.2

32

149.4
538.2
65.4
418.4
1,171.4

605.8
228.8
(2.6)
832.0

$ 2,003.4



Operating Activities
Net earnings
Depreciation, depletion and amertization
Deferred income taxes
Equity earnings, net of dividends from affiliates
Other
Cash flow
Net change in non-cash working capital
Reduction of deferred revenue

Investing Activities
Purchase of property, plant and equipment
Additions to equity investments
Proceeds on disposal of assets
Other

Dividends
Preferred share dividends
Common share dividends

Decrease in Cash before Financing Activities
Financing Activities
Net issue (repayment) of revolving debt
Issue of common shares
Repayment of deferred revenue
Repayment of non-revolving debt
Payment of other liabilities

Decrease in cash and short-term investments less notes payable
Cash and short-term investments less notes payable, end of year

See accompanying nates to the consolidated financial statements.

$

$
$

1990

53.6
137.5
19.2
(7.6)
1.3
204.0
(25.1)
(2.5)
176.4

(167.1)
(55.0)
9.7
(0.2)
(212.6)

(5.8)
{21.8)
{27.6)
(63.8)

60.9
14.0
(39.9)

(3.2)
(1.7)
30.1
(33.7)
(8.0)

1989

$ S
i 25) 2
16.4
25
1.3
187.1
(30.0)
9.1)
148.0

(98.7)
(87.2)
i ()
(4.5)
(185.4)

(7.3)
(19.7)
(27.0)
(64.4)

(56.6)
110.0

{3.1)
(17.1)
3852
§ N (BiE2)
$. 258
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(a) Principles of consolidation

The consolidated financial statements include the accounts of Alberta Energy Company Ltd. (the “Corporation™) and
its subsidiaries, all of which are wholly owned. %

Investments in unincorporated joint ventures are accounted for using the proportionate consolidation method,
whereby the Corporation’s proportionate share of revenues, expenses, assets and liabilities are included in the
accounts.

Investments in companies and partnerships over which the Corporation has significant influence or joint control
are accounted for using the equity method,

A listing of major subsidiaries, affiliates, unincorporated joint ventures and partnerships is included on page 36.

(b) Property, plant and equipment
Oil and Gas

Conventional
The Corporation accounts for conventional oil and gas properties in accordance with the Canadian Institute of
Chartered Accountants’ guideline on full cost accounting in the oil and gas industry.

Under this method all costs associated with the acquisition, exploration and development of o1l and gas reserves
are capitalized in cost centres on a country by country basis. Direct general and administrative costs related to
exploration activities are capitalized while interest is not capitalized.

Depletion and depreciation is calculated using the unit-of-production method based on estimated proven
reserves, before royalties. For purposes of this calculation, oil is converted to gas on an energy equivalent basis. All
capitalized costs are subject to depletion and depreciation including costs related to unproved properties as well as
estimated future costs to be incurred in developing proven reserves.

A ceiling test is applied to ensure that capitalized costs do not exceed estimated future net revenues less
certain Costs.

Oil sands

Property, plant and equipment associated with both surface mineable and in situ commercial oil sands projects are
accumulated, at cost, in separate cost centres. Substantially all of these costs are amortized using the unit-of-
production method based on estimated proven developed reserves applicable to each project. Project expenditures
during the exploratory and pilot phases are depreciated using the straight-line method over terms up to five years.

Pipelines

Property, plant and equipment related to pipelines is carried at cost and is depreciated in accordance with the terms of
each applicable pipeline service agreement.

Other

Other property, plant and equipment is carried at cost and is depreciated over the usefut life of the assets.



{c) Deferred charges and other assets m

Financing costs
Financing costs relating to long-term debt are deferred and amortized over the life of the related debt.
Project investigation costs

Project investigation costs for new business opportunities are charged to earnings as incurred until such time as the
commercial viability of the project is established. Subsequent expenditures are capitalized and amortized on a basis
appropriate for the project.

{d) Foreign currency translation

The accounts of self-sustaining foreign subsidiaries are translated using the current rate method whereby assets and
liabilities are translated at year-end exchange rates while revenues and expenses are converted using average annual
rates. Translation gains and losses relating to these subsidiaries are deferred and included in shareholders’ equity.

{e} Inventories

Inventories are valued at the lower of cost or estimated net realizable value.

(f} Interest capitalization

Interest is capitalized during the construction phase of large capital projects.

{g) Comparative figures

Certain 1989 figures have been reclassified for comparative purposes.

1990 1989

Interest expense - long-term debt $ 54.2 e 6018
- other 5.8 08

Interest income (2.9) (5.3)
Capitalized interest - {1.8)

$ 57.1 3 54.5
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Notes to Consolidated Financial Statements (rabular amounts in § millions, uniess otherwise indicated)

1980 1989
Current $ 6.0 3 2.4
Deferred 19.2 16.4
Large corporaticns tax 3.2 1.6
Alberta royalty tax credit {1.7) (3.0)
Income tax expense $ 26.7 $ 17.4

The following table reconciles income tax expense calculated at statutoty rates with actual income tax expense:

Earnings before income tax expense and equity earnings $ 63.7 $ 480
income {ax expense at statutory rate of 43.8% $ 27.9 $ 21.0
Effect on taxes resulting from:

Non-deductibility of:

Crown royalties and leases 11.3 10.0

Depreciation, depletion and amortization 5.7 7
Federal resource allowance (21.1) (17.4)
Large corporations tax 3.2 1.6
Alberta royalty tax credit (1.7) {3.0)
Other, net 1.4 (0.5)

Income tax expense

(Effective Rate: 1990 - 41.9%; 1989 - 36.3%) $ 26.7 $ 17.4

The Corporation’s U.S. subsidiaries have tax losses available which can be applied against future taxable income
carned in the U.S,, with certain restrictions, in the approximate amount of U.S. $20 million, the benefit of which has
not been recorded. The losses, which expire berween 2001 and 2003, became available due to the reorganization of
the U.S. subsidiaries.



Percent 27

Interest 1990 1989
All of the following investments are accounted for using the equity method.
Corporations:
AEC Power Ltd. (50% voting) 66 % $ 31.7 e Shl
Chieftain International, Inc. 50 78.7 74.5
Pacific Coast Energy Corporation 50 14.5 5.4
Pan-Alberta Gas Ltd. (40% voting) 49.995 8.6 78
Pan-Alberta Resources Inc. (40% voting) 49 995 2.0 0.9
Partnerships:
Cominco Fertilizer Partnership 25 16.8 12.4
[roquois Gas Transmission System 6 4.1 {7
Slave Lake Pulp Partnership 75 53.4 12.0
$ 2098 $ 1458
1990 1989
Accumulated
depreciation,
depletion and
Cost  amortization Net Net
Oil and gas $ 1,949.2 $ 6574 $ 1,291.8 $ 1,249.4
Pipelines 355.0 111.0 2440 259.0
Forest products 85.6 42.5 43.1 47.0
Petrochemicals 102.1 20.5 81.6 87.1
Other 119.0 75.3 43.7 41.0

$ 2,610.9 $ 906.7 $ 1,704.2 $ 1,683.5
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Ncotes to Consolidated Financial Statements (tabular amounts in $ millions, unless otherwise indicated}

m 1990 1989

Fixed rate debt:
Unsecured debentures

10.50%, due June 1996 $ 1000 $ 1000
6.75% convertible subordinated, due June 2002 125.0 125.0
7.25% convertible subordinated, due September 2003 150.0 150.0

First Mortgage Sinking Fund Bonds
Series A, 9 8%, due June 1997 12.1 13.7
Series B, 9 34%, due June 1997 14.5 15.9
Mortgage, 11.75%, due September 2000 5.0 )
Other 3.2 1.8
409.8 411.5

Floating rate debt:
Revelving credit and term lean borrowings

Notes payable 171.9 110.8

Term loans 20.0 221
191.9 132.9

601.7 544 4

Current portion of long-term debt 3.0 B2
Unamortized portion of debt discount 2.8 3.0
5.8 6.2

S59519 $iausB8,

{a) Mandatory five year debt repayments

The minimum annual repayments of long-term debt required over each of the next five years are as follows:

1991 $§ 3.0
1992 3.5
1993 34
1994 3D
1995 3.6

(b) Convertible debentures - 6.75%

Each debenture is convertible at the option of the holder into Common Shares at any time until June 29, 1997 or the
last business day prior to the date fixed for redemption, whichever is earlier, at a conversion price of $23.375 per
Common Share.

Subject to certain conditions, the debentures are redeemable at the option of the Corporation, at prices varying
from 104.50% to 100.00% of the principal amount.

(c) Convertible debentures - 7.25%

Each debenture is convertible at the option of the holder into Common Shares at any time until September 29, 1997
or the last business day prior to the date fixed for redemption, whichever is earlier, at a conversion price of $25.50
per Common Share.

Subject to certain conditions, the debentures are redeemable at the option of the Corporation, at prices varying
from 104.8% to 100.0% of the principal amount.



(d) First Mortgage Sinking Fund Bonds m

Alberta Oil Sands Pipeline Ltd. (“*AOSPL”"), a subsidiary of the Corporation, is obligated to retire $2.8 million of
these bonds annually. The bonds are secured by both a fixed and floating charge on AOSPL’s assets that relate to the
Syncrude project which at December 31, 1990 had a carrying value of $76.8 million. The participants in the Syncrude
project, including the Corporation to the extent of 10%, are committed to provide funds for the repayment of these
bonds.

{e) Revolving credit and term loan borrowings

The Corporation has $375 million of revolving credit and term loan facilities available with three banks. One facility
is fully revolving until converted to a five year revolving reducing facility at the option of the lender and upon 24
months’ notice to the Corporation. The other two facilities are fully revolving until 1992 and 1993, respectively, with
provisions for yearly extensions at the option of the lenders following 19 months’ notice from the Corporation. If not
extended, the two facilities convert to revolving reducing facilities over seven and four years, respectively.

All three facilities are unsecured and are available in Canadian and/or U.S. dollar equivalent amounts and
currently bear interest at the lenders’ rates for Canadian prime commercial or U.S. base rate loans, or at Bankers’
Acceptance rates or LIBOR plus applicable margins.

The Corporation also has a $75 million unsecured revolving credit and term loan facility with a trust company.
The agreement is fully revolving until 1996 and provides for an extension to 1998 and successive anniversaries
thereafter, at the option of the lender following notice from the Corporation. If not extended, the facility is repayable
in full on expiry of the revolving term. Amounts advanced under this facility bear interest at the lender’s prime
commercial lending rates minus a factor up to %% or at Bankers’ Acceptance rates plus an applicable margin.

Alenco Inc., a subsidiary of the Corporation, has a U.S. $20 million unsecured revolving credit and term loan
facility available which is guaranteed by the Corporation. This facility is fully revolving until 1992 with provision for
yearly extensions at the option of the lender upon 19 months’ notice from Alenco Inc. If not extended, the facility
converts to a revolving reducing facility over seven years.

Notes payable consist of Commercial Paper and Bankers’ Acceptances maturing at various dates to May 23,
1991 with a weighted average interest rate of 12.48% (1989 - 12.53%). Notes payable shown as long-term debt
represent amounts which are not expected to require the use of working capital during the year and are supported by
the availability of term loans under the revolving credit facilities.
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Notes to Consolidated Financial Statements (tabular amounts in $ millions, uniess otherwise indicated)

First Preferred Shares:
Authorized - 20,000,000 shares
Issued - None

Second Preferred Shares:
Authorized - 20,000,000 shares

Issued - 2,999,700 7.75% Deferred Convertible Redeemable,

Series 2 shares with a paid up amount of $25 each

Third Preferred Shares:

Authorized - 20,000,000 shares

Issued - None
Common Shares:

Authorized - 300,000,000 shares

Issued - 66,785,038 shares (1989 - 65,849,537)
Non-Voting Shares:

Autherized - 5,000,000 shares

Issued - None

(a) Second Preferred Shares - Series 2

1990 1989

s 2o =
75.0 75:40)
544.8 530.8

$ 619.8 $ 6058

Subject to certain conditions, the shares are redeemable at the option of the Corporation at prices varying from

$26.50 to $25.00 per share. Dividends relating to these shares are cumulative.

The Series 2 Preferred Shares are convertible, at the option of the holder, into 1.28 Common Shares until

May 16, 1995.

(b) Common Shares Issued

Balance, beginning of year
Issued for cash
Shareholder Investment Plan
Employee Share Option Plan
Public offering
Common share issue costs, net of
income taxes
Balance, end of year

1990

Number
of Shares

65,849,537

852,741
82,760

66,785,038

$

$

Amount

530.8

13.0
1.0

544.8

1989

Number
of Shares Amount

SN 85 $ 4195

639,199 10.9
1173}, 52k 1.9
5,263,158 100.0
= (1.5}

65,849,537 15 SEle)E



(c) Employee Share Option Plan m

The Employee Share Option Plan provides for granting to employees of the Corporation and its subsidiaries options
to purchase Common Shares of the Corporation. Each option granted under the plan expires after seven years and
may be exercised in cumulative annual amounts of 25% on or after each of the first four anniversary dates of the
grant.

As at December 31, 1990, options, exercisable between 1991 and 1997, were outstanding to purchase
1,363,850 Common Shares at minimum prices ranging from $9.79 to $21.60 per share.

{d) Common Shares Reserved

At December 31, 1990, Common Shares were reserved for issuance as follows:

Conversion of Subordinated Debentures 11,229,946
Conversion of Second Preferred Shares 3,839,616
Employee Share Option Plan 2,723,225
Sharehoider Investment Plan 582,763
Employee Savings Plan 435,800
Share Purchase Plan (presently inactive) 100,108

18,911,458

(e} Alberta Energy Company Act

Pursuant to the Alberta Energy Company Act, aggregate ownership of voting shares in the Corporation by non-
residents of Canada is limited to 10% and the maximum ownership of any one shareholder, excluding the
Government of Alberta, is limited to 5% of the total number of issued and outstanding voting shares of each class of
the Corporation.

(a) Unincorporated joint ventures

The Corporation has included in its accounts the following aggregate amounts in respect of major unincorporated joint
ventures:

1990 1989
Assets $ 4285 $ 41441
Liabilities 42.3 40.3
Revenues, net of royalties 2144 176.1
Expenses 156.9 139.8
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Notes to Consolidated Financial Statements (tabular amounis in § millions, unfess otherwsse indicaled)

(b} Capitalized general and administrative expenses

General and administrative expenses capitalized to oil and gas properties during the year amounted to $7.0 million
{1989 - §7.2 million).

{c} Ceiling test prices

The prices used in the ceiling test evaluation of the Corporation’s conventional reserves at December 31, 1990
were as follows:

Natural gas $1.57 per million btu
Oil and natural gas liquids $23.25 per barrel
{d} Pension plans

At December 31, 1990, the market value of pension fund assets was $26.8 million (1989 -$23.4 million) and the
accrued pension liability, as estimated by the Corporation’s actuaries, was $24.4 million {1989 - $20.7 million}.

{e) Related party transactions

During the year, the Corporation sold approximately $41.2 million {1989 - $35.9 million) of natural gas to affiliates
of which $5.5 million {1989 - $6.3 million) is included in accounts receivable at year end.

During 1989, the Corporation sold its non-Canadian oil and gas assets to Chieftain International, Inc. (CIT) for
$96 million. The Corporation acquired 50% of the common shares issued by ClI for $76.1 million pursuant to an
Initial Public Offering that was completed in April 1989.

{f) Commitments

Pacific Coast Energy Corporation is constructing a natural gas pipeline from the mainland to Vancouver Island,
British Columbia, which is expected to cost $339 million when completed in 1991. Project financing of $120 million
and Government financing of $175 million are in place, which obligates both shareholders, under certain conditions,
to complete the pipeline by April, 1993.

The Slave Lake Pulp Partnership mill commenced start-up operations in December, 1990. Project financing of
$96 million has been advanced which requires the partners to meet certain production levels by 1995, In addirion,
rhe partnership has a working capital credit facility in the amount of $10 million, which is secured by certain
partnership assets.



Oil and gas
Pipelines

Forest products
Petrochemicals
Other

Corporate
Total

Operating Additions to
Revenues, Income (Loss} Property, Depreciation
Net of and ldentifiable Plant & Equipment Depletion &
Royalties Equity Earnings Assets and Investments Amortization

1990 1989 1990 1989 1990 1989 1290

$346.1 $290.7 $107.6 $ 69.1 $1,455.8 $1,385.2 $ 142.9
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652 668 (3.6) 29 1157 746 452
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562.5 5059 1626 1316 20204 19154  203.8
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$562.5 $5059 $ 53.6 § 373 $2,082.2 32,0034 $ 222.1
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* All dollar amounts, except per share amounts 1990
Financial
Earnings before extraordinary items $ 53.6
Net earnings (loss) 53.6
Cash flow 204.0
Revenues, net of royalties 562.5
Property, plant and equipment 1,704.2
Leng-term debt 595.9
Share capital 619.8
Total assets 2,082.2
Per Share Data
Earnings before extracrdinary items $ 0.72
Net earnings (loss) 0.72
Cash flow 2.99
Common shareholders’ equity 11.94
Common dividend 0.33
Shares
Registered sharehclders 43,920
Cemmon Shares cutstanding 66,785,038
Total volume of Common Shares traded 17,424,979
Common Share price range (TSE)
High $ 20.25
Low 15.50
Close 16.88
Operating Data
Gas sales (billion cubic feet) 99.3
Synthetic oil sales (miffion barrels) 5.7
Conventional oil and
natural gas liquids sales (million barrels) 2.5
Lumber sales {milfion board feet) 196
Medium density fibreboard sales
{milfion square feet) 59
Nitrogen fertilizer sales (thousand tonnes) 355
Coal sales (thousand tons) 544
Pipeline throughput (afl systems)
{miflion barrels) 173.6

Net petroleum and natural gas rights 3.35 million acres

Natural gas reserves (biflion cubic feet)
Proven 1,398 Probable 282

Proven and probable natural gas reserve life*

Qil and natural gas liquids reserves (million barrels)

Total 1,680
17 years

Proven 20.0 Probable 6.8 Total 26.8
Proven and probable oil and natural gas liquids
reserve life* 11 years

* At 1990 production rates

1989

$ 37.3

378
187.1
505.9

1,683.5
538.2
605.8

2,003.4

$ 0.52

0.52
2.99
11.49
0.33

45,326
65,849,537
7,205, e

$ 22575

15.63
19.88

99.3
54

2.3)
201

63
349
548

166.8

Proven synthetic oil reserves

1988

$ 36.1

51.4
196.2
477 .2

1,726.6
597.8
494 5

1.931.3

$ 0.52

0.79
3.24
10.68
0.30

45,339
SONER 585
12,014,918

$ 19.50

13.63
157

102.3
58

2.4
173

55
292
544

173.0

Synthetic oil reserve life*

Net Primrose heavy oil in place
Timber lands

Coal reserves

Coal reserve life*

Pipelines (in 5 pipefines)

1987

$ 60.5

60.5
207.0
464.0

1,584.5
D37
3914

1,858.8

$ 1.02

1.02
3.68
9.48
0.30

46,528
53,814,652
21,188,500

$ 25.25

14.38
15.88

85.0
5.0

1.8
169

47
135
501

160.0

1986

$ 47.8

(8575
201.5
443.3

1,546.2

5345

384.0
1,806.3

$ 0.72

(1.12)
4.01
8.62
0.30

51,125
52,757,339
1i5877Ni0s

$ 17.38

)75
14.88

92.0
4.7

1.7
152

448

118.8

199 million barrels

35 years

25 billion barrels

2.5 million acres

4 8 million clean short tons

9 years
1,400 miles
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Auditors
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Edmonton, Alberta

Shareholders wishing to increase
their holdings of Common Shares
of Alberta Energy Company Lid.
may take advantage of the
Shareholder Investment Plan which
offers two options,

The dividend reinvestment
oprion provides a convenient method
for shareholders to invest cheir cash
dividends in new Common Shares at
95 percent of Average Market Price.

Stock Exchange Listings

The Alberra Stock Exchange

The Montreal Exchange

The Toronto Srock Exchange
Vancouver Stock Fxchange

In newspaper listings, AEC’s sharc issucs
arc shown as follows:
Alr Energy Common
Al Lnr 773 Second Preferred, Series 2

Major Subsidiaries, Affiliates
and Partnerships

ALEC Power Led. (50% voring)  66.67%

Alberta Oil Sands Pipeline Lid. 100%
Alenco Ine. 100%
Alenco [roquois Pipelines Inc. 100%
Alenco Petrochemicals Inc. 100%
Alenco Pipelines Inc. 100%
Alenco Resources Inc. 100%
Blue Ridge Lumber {1981) Lid. 100%
Chictrain Energy Resources Lid. 100%
Chicfrain International, Inc. 50%
Cominco Fertilizers Parmership 25%
Iroquois Gas Transmission

System, L.P. 6%
Pacitic Coast Energy Corporation  50%

Pan-Alberta Gas Led.
{40% voting}
Pan-Alberra Resources Ing,

49.995%

{(401% voting) 49.995%
Ranger Forest Products Lid. 100%
Slave T.ake Pulp Corporartion 73%
Slave Lake Pulp Partnership 5%
Tri-Ciry Drilling {1968) Ltd. 100%

The share purchase option
allows a shareholder to purchase up
1o $5,000 per calendar quarter
(minimum $50 per remitrance} of
new Common Sharcs at Average
Marker Price.

No commissions, service
charges or brokerage fees are payable
by sharcholders te acquire Common
Shares via the Plan, as all admin-
istrative costs are borne by AEC,

Major Joint Venturecs

Coal Valley 25%
Ethanc Gathering System 33.33%
Nitrogen Fertilizer 23%
Svncrude 10 %

Duplicate Annual Reports

Receipt of duplicate sharcholder marerial
results from shareholders having shares
of the same class or series registered in
different names or addresses. You can
avold receiving duplicares and help AEC
save moeney by contacting your Transfer
Agent (sec Transfer Agent and Registrar)
to have vour holdings registered under

one name and address.

Annual Meeting

The Annual Meeting of Sharcholders of
Alberta Energy Company Led. will be
held in Saamis Ballrooms C & D,
Medicine Har Ledge, 1051 Ross Glen
Dr. 8.E., Medicine Har, Alberta at

3:00 p.m. local time on Wednesday,
April 10,1991,

Annual Reports

Copies of AEC's 1990 Annual Report
may be obtained by contacting the
Corporate Secretary ar Alberta Energy
Company Ltd., #2400, 639 - 5 Avenuc
S.W., Calgary, Alberra T2P 0M9.

Registered shareholders of
Common Shares or 7.73% Deferred
Convertible Redeemable Second
Preferred Shares, Series 2, are eligible
to participate.

Detailed information and copies
of the Plan may be obtained from:
National Trust Company
Corporare Trust Services
Suire 1008, 324 - 8 Avenue S.W.
Calgary, Alberta T2P 3B2
Telephone (403) 263-1460









