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Corporate Infornution 

CORPOIUTE PROFILE 
AEC is a Canadian natural rcsourcr dcvelopnlent 
company with inore than +0,000 si~arrholdrrs. The 

Corpurdio"~nicipates in Can;lda's oil and natuni 

gas. pipelines :mi forest product industrics AEC is 

among the top ten oil and gas a ~ r n p l n i c  in Canada in 

term of resewrs, production I?\-el5 :mil cxploraroty 

landlioldings. 

ADDITIONAL ~NFORMAT~ON 

This rvpon providrs i n  ovcwicw of AEC's 1992 :~ctivititr. 

More detailed statistic:~l information is :~\.ailahle from h c  

Investor Rrl:~tions Dcp:~nmmt ( 4 3 )  266-8111. 



Net Earnings f$ millions) 

Per Share csj 

. . . . . . . . . . . . . .  Cash Flow From Operations is mil lhm~ 

Per Share ($1 - Basic ..... 

. . . .  - Fully . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . .  Year-End Long-Term Debt ($ millionr) . . . .  

........ Debt-to-Cash Flow Ratio ftimpi,. .... 

Average Interest Cost rpncrtlr) 

.... Produced Natural Gas Sales (millloncubicfeelperdayi.. 300 273 
............ Oil and Natural Gas Liquids Sales f b a m k p d u y )  25,759 22,983 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Gas Price iSpermiN~un B ~ I J  1.38 1.37 
. . . . . . . . . . . . . . . . . . . . .  Conventional Oil price ($p"bam/). .  16.88 15.73 

. . . . . . . . . . . . . . . . . . . . . . . . .  Syncrude Oil Price ($perbarre) 22.79 22.67 
. . . . . . . . . . . . . . . . . . .  Syncmde Operating Cost ( $ p e r b a d  15.39 16.51 

..... Lumber Sales imiuion boardjell 

. . . . . . . .  MDF Sales (million *are jeer) 

.......... Pulp Sales i l h o ~ n d a ~ r d ~ e d l o n n e s j  

Oil Pipeline Throughputs fbamkperday) 

A natural gas development project at Primrose was initiated, and delivery capability 
of the Suffield natural gas storage facility is being increased to 500 million cubic feet 
per day. 
Crude oil reserves increased 16 percent; gas reserve additions offset production. 
AEC Pipelines transported its billionth barrel of oil, completed a record six years with 
no lost-time accidents, and completed a lateral connecting to a system which provides 
service to the Lloydminster upgrader. 

Forest products recorded growth in lumber sales and prices, a good first full operating 
year at the Slave Lake pulp mill, but weak pulp prices. 

Interests in a contract drilling company and a coal venture were sold. Interest in 
Chieftain International was reduced to 22 percent. 

Discussions are in progress that could lead to a restructuring of AEC's 25 percent . - 
interest in a fertilizer venture 



AEC's strong 1992 results during a period of severe economic downturn 

reflect the dedication and capability of staff as well as the Corporation's 

solid financial footing. Our people are committed to achievement of 

profitable growth through safe and efficient operations and a responsible 

attitude toward the environment and the community. 

I I 
P ip i in rs  i 5% - I  - I 9 " , : .  

Syncrudr Cunrrnlionri Oil 
16% 3% 

AEC's increased financial results were 
largely due to the following: 

Higher sales volumes: natural gas 

up 10 percent and oil and gas Iiquih 
12 percent. 

Strict cost controls, resulting in only 
a nominal one percent increase in 
operating costs despite increased 
production rates and installation of 
additional production facilities. 

A $160 million reduction in long- 

term debt to $450 million, or only 
2.0 times annual cash flow. Interest 
expenses were down due to the lower 
debt and lower interest rates. . Lower general and administrative 
costs. 

ASSETS 
Natunl gas represents 53 percent of 
AEC's strong natural resource asset 
base. Yet, as the chan to the left 
illustrates, natural gas generated only 
19 percent of 1992 operating income. 
The average 1992 price for natural gas 
was $1.38 per million BTU, only one 
cent higher than the prior year. 
However, the price of natural gas 
increased appreciably toward the end ol 
1992, and growing confidence in its 
future suggests g w d  upside potential 
for this major AEC asset. 

Syncrude continues to set annual 
s ~ l e s  records while trimming costs to 
only $15.39 per barrel. And in conven- 
tional fields, unit operating costs were 

in tandem with a 27 percent sales 
volume increase. 

The life of AEC's reserves, at 1992 
production rates, is 16 years for naturil 
gas, 29 years for Syncrude's highqu~lity 
oil, and 9 years for conventional oil. 

In situ oil resources at Primrose. 
which are not included in the reserves 
estimates, are huge. Gradually, imprwe- 
ments to technology, upgnding 
capacity and market price for this type 
of oil are combining to bring commer- 
cial development closer. As this regon 
goes to press, AEC is having discussiens 
with one Primrose Block operator 
which has proposed a large-scale 
commercial project using new technol- 
ogy currently being pilot tested. If [he 
new technology proves successful, i t  

could significantly improve the 
recovery economics for this type of 
heavy oil. 

Timberlands are hecoming morc 
scarce and therefore more valuable. 
AEC's natural resource assets also 
include rights to 1.8 million arres of 

timberl~nds, which suppon the 
Corporation's pulp, medium density 
fibreboard and lumber investmen[s. 

In addition to those natural re- 
sources. AEC has 820 miles of a-hdly 
owned crude oil pipelines, as tiell i s  a 
one-third interest in a 550-mile ethane 
gathering system, which all operltc an 
a rate-of-return basis. AEC also owns 
one-half of a natural gas pipelinc t m  

reduced to $3.60 from $5.20 per harrel Vancouver Island and a small intcrest in 



the Iroquois pipeline to the northeast 
United States. 

Rounding out the assets at work for 
our shareholders is a 22 percent 
ownership of Chieftain International. 
having a market value of $52 million 
at year-end. Chieftain operations, 
currently focussed in the United Stares 
Gulf Coast area, are expanding selec- 
tively to other countries. 

Despite poor economic conditions 
during the year, stock market interest in 
the Corporation was maintained. On 
average, more than 65,000 shares were 
traded each day, up  5 percent from 
1991. The year-end market value of 
AEC's shares WAS $1.13 billion. 

AEC has over 40,000 shareholders. 
The profile of AEC shareholders has 
changed significantly over the past 
18 years. Today. approximately 
78 percent of the "float" (the shares 
that are regularly traded in the market- 
place) is held by large findncial 
institutions and pension funds. 

The next six pages address AECs 
genuine interest in its social responsi- 
bilities to employees, our communities 
and, of course, the environment. Our 
current attitudes are not dissimilar to 
prior ones, but this report contdins 
more information as a reminder that 
we really do  care about social responsi- 
bilities as well as delivering a g w d  
return to shareholders. More detail on 
AEC's operations, the real foundation 
of the Corporation, follows as an 
introduction to the findncill section of 
the report. 

OUTLOOK 
AEC expects 1993 to be a year of g w d  
financial results, influenced markedly 
by prices for natural gas and oil. 
Natural gas is of growing value, with 
prices having strengthened toward 
year-end 1992. Oil prices are tending to 

be firmer, with OPEC determination 
causing some upward pressure. 

Although the future inevitably mjill 

hold times of extra challenge. AEC is in 
an excellent position. Our debt is down, 
our credit nting is high and the cash 
flow outlook is good. We have kept 
very conservative financial accounts. 
with assets reported at low vaiues and 
no reserve ceiling tests causing any 
concern. Our reported gas and oil 
reserves have been reviewed by 
independent outside professional 
engineers. Our pension fund assets 
substantially exceed our liabilities. Our 
plants and equipment are either new or 
maintained in excellent condition, and 
strict environmental standards are 
being met. 

A number of capi t~l  investments in 
our existing businesses are in progress 
or k i n g  planned. Our natural gas 
business has a great future, as does 
Syncrude, and in time the same will be 
true for in situ hclvy nil. W w d  
products prices continue to strenghten 
as decreasing timber supplies and 
improving economic conditions in 
North America impact the market. 
Pipelines are an ongoing source of 
stable revenue. And. through staff 
retraining and a significant number of 
job transfers, AEC once again has 
weathered the economic storms without 
any idyoffs. 

At the annual meeting Director 
RaymondJ. Nelson will be standing 
aside due to mandatory retirement age. 
He has been an outstanding contributor 
to AEC's progress since joining the 
Board as one of the original Directors in 
1974. He will be mis.sed. 

We look forwdrd to the plrticipation 
of Mrs. Joan Donald of Red Deer, 
Albelta, who will be joining the Board 
as of the date of the annual meeting. 

A most sincere thank you to 
Directors, staff and shareholders for the 
support and encouragement thdr have 
helped create such a strong base and 
made this positive outlook posible. 

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

February 17,1993 



Responsible resource development, conducted in harmony with the 

surrounding environment, reflects the proactive approach that has alway. 

been an inbgral component of AEC operating practices. 

AEC has always recognized the need 

to maintain a balance between 

economic development and a healthy 

environment. The two are not 
a cm*t to ih e n v i m n ~ h b  mutually exclusive. 

raponribh opmiing p r h s ,  AEC 
funds wild& -h programs. Om AEC's commitment to the environ- 

such shdv d l  wbl. th. e R e & ~  ment is inherent in all levels of its 
mmt of of operations -from the Environment 
th. rdangend woodknd caribou in 
A s h  Alb.lta. Committee of its Board of Directors, 

to an Environmentdl Coordinating 

Committee of all operating divisions, 

to well established guiddinrs for 

protective and remedial action. 

The Corporation's policy is to 

meet and, where economically and 

technically feasible, to surpass 

regulated environmental standards. To 

that end. AEC has established a "zero 

tolerance" spill reporting system. A 

Spill Monitoring and Rehabilitation 

Team (SMART) includes operators and ' maintenance and management people 

who ensure all spills are recorded 

and mitigative measures taken to 

prevent repetition. 

AEC practices careful project 

planning to incorporate environmental 

protection in project development. 

Coincident with the acquisition of 

some oil and gas properties this year, 

an environmentdl pldn vds developed 

and funds allocated to environmen- 

tally rehabilitate the sites to be 

consistent with AEC's standards. 

The Corporation also minimizes 

waste discharges to the environment 

by using technologies to reduce, 

reuse, recycle and recover. The 

Corporation's approach is evident not 

only in such standard practices as 

annually recycling tons of paper, but 

also in disposing of thousands of oil 

filters at Alberta's Swan Hills facility 

instead of the traditional local landfills. 

AEC is researching ways to use 

nutrient-rich waste materials as a soil 

additive, rather than disposal through 

combustion or landfill. 

All operations are subject to 

periodic reviews to ensure practices 

are current with regulatory environ- 

mental standards. 

AEC's belief in the efficient use of 

natural resources is evident in the 

following examples: 

On the Suffield Block, AEC uses 

the natural gas it produces as fuel for 

the 75 trucks used to service the field 

production facilities. 

AEC's anhydrous ammonia plant 

at Joffre was designed to use as 



feedstocks the by-products of two 

neighbouring petrochemical plants. 

Previously these gases were either 

vented to the atmosphere or used as 

fuel. AEC's process consumes only 

two-thirds the overall energy of a 

conventional ammonia plant. 

The Corporation's medium densiy 

fibreboard plant makes a premium 

product that uses waste shavings from 

AEC's Blue Ridge lumber operation; 

the process at the Slave Lake pulp 

mill makes very efficient use of the 

aspen timber feedstock. 

Employees at the Hythe sour gas 

plant in northwest Alberta are so 

confident of their environmentally 

safe operating practices that they have 

created a fish pond and nesting and 

feeding site for migrating waterfowl at 

the plant water runoff catch basin. 

That employee attitude also is 

inherent at Suffield in southeast 

Alberta, where AEC's operations 

co-exist with an abundance of wildlife 

as well as military manoeuvres. His 

Royal Highness, Prince Philip, in 

his capacity as president of the 

Worldwide Fund for Nature, 

recognized that positive AEC attitude 

during a ceremony witnessing the 

When a portion d tha S&ld Block was 

desigrmhd a National Wildlih An. in 

1992, HRH Prince Philip prwrnkd 0 

pkqw to AEC Pmident Dav. Mikbll in 
recognition d AECs many p a r s  d 

designation of Suffieid lands as a 

National Wildlife Area. 

While AEC and its employees take 

pride in their environmentally safe, 

strong operating performance, 

everyone strives on a continual basis 

to do even better. For example, 

staff at the Slave Lake pulp mill 

conduct intensive monitoring of the 

ecology of the Lesser Slave River, 

which is not a requirement of the 

mill's operating licence. 

Financial support has k e n  given 

to some additional programs which 

complement AEC's corporate commit- 

ment to environmental presewation. 

In partnership with interested associa- 

tions and other corporations, AEC 

funded a multi-year study of the 

migration patterns and local habitat of 

cougars in Alberta. AEC also is very 

active in its support of a study of 

woodland caribou in northeastern 

Alberta. The study is designed to 

identify the habitat requirements 

and other ecological needs of the 

caribou. This knowledge will enahle 

responsible management of the 

remaining herds. Within the Primrose 

Block, AEC is administering the 

caribou reporting system on behalf of 

the provincial government. 

AEC will continue to operate in an 

environmentally responsible manner. 

Corporations, environmentalists and 

governments must strive to promote a 

more practical balance between 

environmental protection and 

economic development. Not all 

environmentalists are saints. There are 
some with personal agendas or 

unstated objectives who use the 
proper cause of environmental 

protection for their own purposes. 

Neither are all corporations sinners. 

There are many which are trying 

conscientiously to improve conditions. 

The rcasondble concerns and honest 
interests of people are sewed better 

today than they were before the 
environment gained its present high 

profile. Now, hopefully, corpordtions 
and environmentalists can build 

responsibly and sensibly, working for 
the same objective. 



AEC EMPLOYEES - A VALUABLE RESOURCE 

AEC's employees are an important resource to both the Corporation and the 

community. AEC supports these hardworking employees by providing a 

safe, efficient working environment and opportunities for personal growth 

and development. 

Over its 18-year history AEC has 

made a major investment in the 

development of its employees, who 

respond ably to the challenges and 

opportunities of change. 

At a time of severe economic 

downturn, AEC has avoided staff 

layoffs. This has been accomplished 

through a program initiated in 1991 to 

minimize hiring. It incorporated 

reallocation of employee talents, ideas 

and energies throughout the Corpon- 

tion, as well as a few employee 

retirements. AEC's permanent 

employee count, exclusive of 

subsidiaries and affiliates, decreased 

from 672 in April 1991 to 600 in 

February 1933. 

Staff employed in field positions 

participate in an innovative compe- 

tenq-based progression system which 

links career development and pay to 

individudl proficiency and knowledge. 

Employees have the opportunity to - -pla/r. con pognrr ..,.ithi" increase their compensation by 
M r  dirciplinu h o q h  .ith.r learning additional skills and demon- 
M a n 4  or Spr id is t  s k m r  strating the ability to apply them. 
d~puding a heir .xphw, skills d 
aspirations. Ofice staff have a similar opportunity 

to excel within their disciplines 

through a "Dud Career Ladder." They 

can progress through either Manage- 

rial or Specialist stredms based on 

their expertise, skills and aspirations. 

AEC expects responsibility and 

dedication from its people. The 

Corporation, in turn, is committed to 

the ongoing enhancement of 

employee skills to ensure a pool of 

technical competence and leadership 

talent. While AEC employees are 

primarily responsible for initiating 

their own personal development, the 

Corporation provides assistance and 

opportunities through: 

in-house training programs; 
attendance at external courses and 

seminars; 

participation in professional 

association?; 

apprenticeship programs; and 

tuition reimbursement for job- 

related courses. 

The Corporation provides an 

environment that fosters appreciation 

of new technologies and their roles in 

improved productivity For example, 

new systems technology was 

introduced in 1992 which makes 

timely, accurate technical and 



business inf 10 

AEC employees. This technology 

includes state-of-the-an financial 

systems which allow precise analysis 

and fast response to changing 

business conditions. 

These improvements to computer 

systems yielded significant financial 

gains as did other initiatives to reduce 

interest expense and general and 

administrative costs. 

Other actions led to a variety of 

additional cost savings. all of which 

added up to meaningful contributions 

to the overall financial re.wlts. These 

activities included, among others. 

h v i r  own personal safety and that 

of fellow employees and others in 

the community. 

In Novemher 1992, AEC's 

pipeliners celebrated six years of 

operation without a lost-time accident. 

This is a significant milestone in the 

Canadian pipeline industry. Also 

in November, employees at the South 

Jenner oil battery shipped heir 

10 millionth barrel of oil while 

achieving six yean of operation with 

no lost-time accidents. 

Employees of the pipelines 

division also continued their intensive 

landowner liaison program. 

contacting all residents affected by 

Corporation pipelines to keep them 

informed and to respond to any 

concerns. This program helps to 

prevenl accidents and environmental 

incidents and enhances emergency 

response capability. 

AEC is proud of the trained. 

responsible and innovative workforce 

which has made significant 

contributions to the success of the 

Corporation. 

increased automation of pipelin? 

monitoring, modifications to various 

production equipment, implementa- 

tion of central purchasing, and car 

pooling to distant work sites. 

AEC also is taking advantage of 

local market conditions to relocate its 

Calgaly office into new and less 

expensive facilities - another 

employee recommendation that will 

provide savings for many years. 

Employee safety is a major focus 

in a11 operations. While AEC provides C- 
a safe work environment, employees 

recognize their responsibility for 



With offices and operations in many communities throughout Alberta, AEC 

contributes to the quality of life and success of those regions. Through 

support of suppliers, sponsorship of community activities and employee 

volunteerism, AEC responds to the needs of the communities that support its 

resource development activities. 

Employees of AEC and its subsidiaries 

and affiliates are based in 16 commu- 

nities. These communities are as far 

nonh as Fort McMurray and as far 

south as RedcliffJMedicine Hat. 

In the past year, AEC invested 
more than $1W million in the Alberta 

economy in the form of salaries and 

henefits paid to employees; crown 

payments: and municipal, provincial, 

and federal taxes. 

In addition to this investment, AEC 
also supports the community through 

its donations and sponsorships 
programs. The Corporation has k e n  

dcnoted a "Caring Company" hy the 
Canadian Centre for Philanthropy. The 

Centre sponsors the national 

IMAGINE program which encounges 

corporations and individuals to 
incre~se their level of support to 

Canadian charities. "Caring 
Companies" donate at Ie~st  one 

percent of pre-tax profits to charity 
each Fa r .  

Although AEC does not fund any 

political or religious activities, it 

suppons a wide spectrum of commu- 

nity endeavours. These activities f d l  

within the major categories of health 

and welfare, education, arts m d  

culture, civic causes and amateur 

athletics. Priority is placed on activities 

in communities where AEC has 

operations and a large employee base; 

however. AEC also suppons provincial 

and national organi7xions. 

In the current difficult economy, 

many charities are finding it a 

challenge to secure sources of 
funding. The challenge for AEC is to 

determine the most effective distribu- 
tion of its donations resources. 

knowing that it cannot accommodate 
all requests received. 

In 1992 AEC contributed more 

than $600,000 to community endeav- 

ours. Of this amount, approximately 
$90,000 represented corporate 

donations to United Way campaigns. 
In addition. AEC employees contrih- 

uted another $85.000 through United 
Way employee campaigns. Employees 

in three cities were recognized for 
high levels of panicipation and/or 

average per capita contributions. 
The following points highlight 

some of the many community 
undertakings which AEC assisted in 

the past year. 
AEC made a major contrihution to 

The University of Calgary "Building on 

the Vision" Campaip. As well, the 

Corporation funded scholarships at 

post-secondary institutions, such as 

the Lniversity of Alkrta and Medicine 

Hat College. and continued to support 

youth programs such as Junior 

Achievement and Science Fairs. 



Through a cash contribution and 

provision of office space and other 

semices. AEC i s  supporting the world 

premiere of '.The Greatest Show 

Unearthed" Dinosaur Exhibition. This 

hands-on, Alherta-initiated educational 

show will visit Edmonton in the 

spring of 1993 hefore touring North 

America and Japan. 

AEC supported programs for the 
prevention and treatment of family 

violence at several Alberta shelters for 

nerdy women and children. 
Among the civic facilities AEC 

helped fund in 1992 w s  a cultural 

centre currently under construction. 
A major portion of AEC's 1992 

donations budget was directed to the 

organizations which provide research 

into the causes and cures. as well as 
treatment, of health conditions such 

as heart disease, cancer, dialxtes, 
and arthritis. 

AEC continued to fund amateur 

athletics as a major sponsor of the 

Alberta Sport Council. Through its 
affiliation with the Council AEC also 

supported the 1992 Seniors Games. 

As a complement to its corporate 

support of the community, AEC 
encourages employee volunteerism. 

Employees and their family 

members have numerous talents 

and skills which are of great benefit 

in improving the quality of life in 
the community. 

AEC recently did an optional 
sutvey of its employees regarding 

their individual volunteer activities. 

On average, the people who re- 

sponded contributed about 180 

volunteer hours to their communities 

during 1'992. The wide variety of 

activities include, among many others, 
the following: 

Amateur sports coaches, managers 

and referees; AuntsdUncles at Large: 

Beaver. Cub and Scout leaders; 
Calgary Great Paint Exchange 

workers; volunteer firefighters: 

comlllunity association executives; 

hospital and school board trustees; 
literacy program tutors: fundraisers 

and canvassers; charitable organizd- 
tion board members; organizers of 

blood donor clinics and United Way 
endeavours, and board members in 

agencies for trouhled youth. AEC 
employees also provide assistance 

AEC employees ~ l u n k e r  h i r  blwh 
and tinu m nunurns cmmuniv 

endavwr.. Paul Con, Mow, has 
guidd blind run- Lay Rink* in many 
romptitions forth. d i r o W .  Paul can 

mi& pIl push Lay; mly bow 
arm contad can h u r d .  

giving among its employees, AEC will 

match employee donations to eligible 

charities up to a maximum of $250 

per organization each year for a total 

of $1,000 per employee annually. AEC 

does not match gifts to religious or 
political activities. 

~. 

to seniors and battered womm. 
design and build stage sets for 4 
theatre groups, and monitor birds 1 
and other wildlife. I 

In addition to volunteering their 
time, AEC employees also particivate . . 

in the Corporation's Matching Gifts 
Program. To encourage charitahlc 



Stronger results were achieved in all operational areas during the past 

year. Several production records were set and through employee efforts 

low operating costs were maintained or reduced even further. 

OIL AND GAS 
Natural Gas 

AEC believes the future is bright for 

natural gas and, therefore, has 
continued to focus on the natural gas 

business. Production levels in 1992 
were at near-record levels, while sales 

of both produced and purchased gas 

market so it could fulfill its contract 

obligations with the least expensiw 
natural gas availahle. AEC kept much 

of its own gas in inventory or natunl 
reservoirs until gas prices incrcased 

later in the year. In this way the cr~sts 

of reserves replacement. development 

and operation were minimized and 

NAWRAL GAS SUS (Million Cubic Feet per Day) 

1992 1991 1990 
Produced Gas ............................................... 300 273 272 
Purchased Gas - --Term ........................ 51 31 6 

Shofi-Term ........................ 26 15 
a1 ........................ .... ......................... 3?7 319 278 

I 

were at record levels. Prices generally 

strengthened during the past year. In 
December, Alberta spot market prices 

increased to levels not seen in almost 

a decade. 

Successful implementation of the 

Corporation's natural gas marketing 

strategies make it one of Alberta's key 

gasmarketers AEC's natural gas 

storage facility at Suffield in southeast- 

ern Alberta is a cornerstone of its 

marketing approach. 

In 1992 use of the facility enabled 

AEC to purchase gas on the spot 

profits were maximized. llsing the 

storage facility, AEC also expanded 
its gas twding activity in short-term, 

domestic markets. 

A major new marketing initiatiw 

during 1992 was thc estahlislnnent of 

an AEC market centre to handle 

between 1 and 2 hillion cuhic feet per 

d ;~y of western Canadian natural gas. 

The centre, at AEC's "Suffield huh," 

ofkrs a wide range of services such 
as trading with other ]market partici- 

pants. Another significant component 

of the market centre concept is the 

provision of ndtural gas stonge 

capahility. This service has led to 

further expansion of AEC's natural %as 
storage facility. 

Through the facility rxpansion. 
total injection:withdna-al capacity 

will he more than doubled in 1993 
to i00 million cubic feet of gas per 

day. AEC recently completed negotia- 
tions to provide Pan-Alkrta Gas Ltd. 

rrith 0 0  million cuhic feet of this 

daily storage capacity. 

Given the recent strengthening in 

gas demand and impending California 

and Pacific Northwest markets. AEC 
also has k g u n  development of the 

Caribou Lake gas project on thr 
Primrase Block in northeastern 

Alberta. Although initial plans called 
for 45 million cuhic fcet per day of 

gas production. design capacity has 

k e n  incrcased to ii million cubic 

feet per day due to the improved 

outlook for naturai gas demand. The 

project is expscted to be onstream in 

late 1993. 

Conventional Oil 

Conventional oil production was up 

in 1992. primarily due to increased 
heavy oil recovery at Suffield. Kew 

North American heary oil upgrading 
capacity has led to increased 



CONVE- OIL AND NAIUUL GAS LIQUIDS Sums 
(Thousand Barrels per Day) 

1992 1991 1990 
Conventional Oil .......................................... 6 9  5.4 6.2 
Natural Gas Liquids ................... ... .......... 1.0 1.1 0.7 
Toral .............................................................. 7.9 6.5 6.9 

Rmsmns 
Proven h b a b k  Total 

Natural Gas (Billion Cubic Feet) 
..................... Balance at December 31, 1991 1,485 254 1,739 

Revisions of established pools ..................... 35 4 39 
Discoveries and extensions .......................... 23 8 31 

.... Acquisition of reserves, less dispositions 28 13 41 
110 110 

..................... 1,461 279 1,740 

Crudo Oil and Natural Gas Liquids (Million Barrels) 
Balance at December 31, 1991 ..................... 14.2 8.2 22.4 

................... Revisiom of previous estimates 2.2 (0.9) 1.3 
.......................... Disroveries and extensions 2.3 (0.4) 1.9 

Acquisition of reserves ............................. 1.1 1.5 2.6 
Production ..................................................... 2.9 2.9 
Balance at December 31, 1992 ..................... 16.9 &4 25.3 

Synthdc Oil (Million Barrels) 
Balance at December 31, 1991 ..................... 193 193 

7 
Balance at December 31, 1992 ..................... 186 186 

In Sih, Heavy Oil 
Ihe above reserves do not include in siN heavy oil. AEC holds substantial 
amounts of in situ heavy oil primarily on the Primrwe Block in noaheast 
Alberta. In situ heavy oil reserves will be m & e d  on a progressive basis 
as and when commercial development projects proceed. 

demand for heavier oils, and price 

differentials have narrowed to more 
uaditionallevels. 

Higher heavy oil volumes were 

achieved mainly due to the use of 

horizontal drilling technology for new 

wells. Also, application of AWACT 

treatments to existing venical wells at 
Suffield increased reserves for those 

wells by about 6 percent. AWACT 
stands for anti-water coning 

technology, a proprietary water- 

blocking technique developed at 

Suffield and now being marketed to 
the oil industrv. 

Reserves 

AFCs strategy is to replace reserves 
by combining exploration, acqulsltlon 

and new development technology to 
add reserves at the lowest cost. In 

1992 additions to natural gas and oil 

reserves offset 1992 production levels. 

Exploration successes in the past 

year include a second Red Eanh oil 

discovely well in the East Peace River 

Arch and the testing in the West 

Peace River Arch of two new gas 
concepts with potential for reserve 

development and acquisition. 



FINMW AND 

DEVELOPMENT COSTS 
(Three-Year Average; $/Barrel 
of Oil Equivalent 10: 11 

Natural gas reselve acquisitions 

were concentrated in the Primrose 

Block, where AEC mdde three 

purchases of partners' interests. A 
ponion of the gas from these 
acquisitions already is onstream: 

the remainder will come onstream 

in the near future. AEC also 

acquired a heavy oil property near 

Lloydminster, Alben:~. 

Syncrude 
During the past year, Syncrudr set a 
number of annual production records 

including a record 65 million barrcls 

of synthetic oil shipped. 

Syncrude's unit cost was reduced 

Only three Albena oil pools haw 

produced more than this amount. AEC 
owns a 10 percent working interest in 

Syncrude plus an average 7 percent 

overriding royalty on another 

10 percent of Syncrude revenue. 

Pan-Alberta Companies 
In 1 9 2  Pan-Alkna Gas celebrated its 
twentieth year of reliable natunl gds 

supply to North Americans. It is 

Canada's largest independent gas 

qgregator and marketer. with 1992 

sales totalling 469 billion cubic feet. 

Pan-Alhena Resources Inc, has a 
50 percent interest in an Empress 

natural gas liquids extraction plant, as 
by $112 per harrel to Sli.39 as a well as a share in natunl gas liquids 

result of the higher production extracted from the Pan-Alhera gas 

levels and increased efficiency. In stream processed by Empress and 

September Syncn~de produced its Cochrane plants. AEC owns one-half 
600 millionth barrel of synthetic oil, of each Pan-Alherm company. 

Succes Rate (Percent) 

DEVELWMENT 
Oil ............................ 

Dty and Ahandoncd .............. 

............................................. 

Gross 

3 
5 
9 

17 
47 

22 
6 
1 

29 
97 

/ 1992 LANDHOLDINOS (Thousond Acres) 
Tolal 1:ndeeloped Deueioped 

Gross Nel ;Vet Net 
Alberta .................................. 4,056 3.097 888 2.209 
Saskatchewan ....................... 106 40 29 11 
British Columbia .................. 301 170 154 16 
Beaufon ................................ 4% 13 13 
Total ..................................... 4,953 3,320 1,084 2,236 



SYNTHETIC OIL SALES 
(Thousand Barrels per Day) 

Chieftain 

International, Inc. 
Cli~efrmn, in \vIiich hliC lioldr a 

22 percent interest. IS :in intern:~tion:il 

oil and gas exp1or.itiun comp.~ny 

whose principal :~ctivities :ilr in the 

PIPELINES 
In ir continuing rllilrt to pnnidc 

quality service to 11s plprline cusr0111 

ers, AEC reduced rmts, incrrxrrd 

operating efficirncim and i~l lprovrd 

system rrli.hility. 

AEC is Alhcrta's largrht intr.1- 

provinck~l tr:lnsportcr of oil. In  lunr  

the Corporation movrd irs billionth 



MANAGEMENT DISCUSSION AND ANALYSIS 
T O  BE READ IN C O N l U N C T l O N  WlTH  THE 1992 AUDITED CONSOLIDATED FINANCIAL STATEMENTS 

(COMPARISONS ARE W l T H  1991 A M O U N T S  UNLESS OTHERWISE STATED) 

Net earnings increased 206 prrcent to 

$42.2 inillion ;ind c x h  flow from 

operations incre.rsed 16 percent to 

$225.3 million. 'The results reflect higher 

oil and gas and forest products 

revenues. Operaling expenses increased 

only 1 percent to S X . 2  million despite 

significant volume increases for most 

1992 REVENUES 
Nn OF ROYALTIES 
( M ~ l h o n s  of Dollars) 

hmr i l  (id\ 

148 5 
Pipcline\ 

84 2 I 

I 
Other 

1993 SCNSITIVITIES 
NIT EMNIWS AND CASH 
FLOW FROM OPERATIONS 
(Mil l ions of Dollars) 

plmlucts. Intern1 cxpensc u.lr dunn 

$12.6 tr l i l l t~~n rrllrciing lo\\er interest 

Utes :~nd lmwr  deht hkancr. Dcprc- 

ciation. dcplction :ind atiionizati~~n 

expense incre:iscd S i i  ~iiillion. 

prim~ri ly :I result of inerased o ~ l  :tnd 

gas volu~irrs. k ) ~ ~ - r e c u r r i ~ ~ g  itmrs 

reduced c;lrninp I>\ 59.5 ~iri l l inn on an 

after-tax basis nit11 no i111p1ct I I ~  c:t\Ii 

flow from oper;~lions. 

Oil and gas revenue, increacd 

largely due to the idlm ing volu~nc 

increases: produced g:~.; 10 percent. 

purchased gas 6: percent. 5)-nllrctic oil 

8 percent and c o n v m r i ~ ~ n ~ l  oil 2- pcr- 

cent. Average gas prices of SI.38 prr 

tnilllon BTU were $0.01 higlier :ind 

average oil priccs or 516.8H per hmel  

were 7 percenl lr~gllrr. Gas production 

for 1993 is expected to maintain the 

1992 level; 1993 conventional oil 

production is expected to he higher. 

Gas and oil prices are estimated to he 
somcwha~ improved for 1993. 

Piprline revenues of $842 million 

~iraintained the same level as in 1991 

and are expected to continue at this 

level through 1993. 

~orcst products revmues increased, 

primarily due to higher prices for 

l u ~ n k r  and medium density fibreboard. 

The Slave Lake pulp mill completed :I 

full year of operation with a 70 pcrcent 

increase in production to 84,600 air- 

dried tonnes. Average pulp prices 

improwd, and the Pannership incurred 

a reduced loss for 1132. In 1993 wood 
products prices are expected to trend 

upwards with volumes being main- 

tained; some softening of pulp prices 

is expected. 

Other revenues decreased 8 per- 

cent in 1992 and are expected to 

decrease substanti~lly in 1993, a result 

of the asset sales of PiLCit). Drilling 

Uuly 1, 1992) and Coal Valley 

(December 31,19921. 

(kpit;rl ~n\e\tnicnl in IW?, mml! in 

nil ;~nd g : ~ ~ : n d  forrsr pruducts. torallrd 

Sl(l?.- m i l l im  a rduction ofS6+.1 

millinn lnm l'Bl (:.rpit:ll inicstmcnt 

h r  l9?3 ih expected to incrr;i.;c h! 

~ n o r r  r lun i(l pcrcent. primaril) in oil 

:ind g:~'.. to lr lundrd h)- ~ J S ~ I  flon 

In,nr opcr.lrinn\. In \cst l l l rn l~ decllned 

to b IOi.2 ~i i t l l~ot i .  pr1111:trily ;I r r s ~ ~ l t  of 

thr \:de rrl it1 pcrcrn~ 01 thc SIY.IIPI /held 

in (:l~irli:lin international fur prweeds 

of S i l l . ?  illillion 

During I992 long-lrnn debt !\ah 

rduced lhy 5 I(<) ~rii l l ion :I> ;I rewlt of 

surpluh r.141 ilm from i q x r a l i m s .  

prc~reds fro111 s.ile~ of inve\tnic~lIs 

and the cscl~angr r~fcon\rn ih l r  

dchcnrurr. The dchrmwquit) talio 

reduced ro !3:6' ;rnd 15 nm rzpccrrd to 

changr materially tlirougl~ IWi The 

averagc term to n~.rt11rily n l  lung-ten11 

debt is i . 3  yars and approximately 

9-r percent of i t  i.; unwcurrd, !4anda- 

ton. longlerm debt repayment over the 

nex! five years to[:~Is S133.+ ~iiillion, 

most of which will cuu r  inlune 1996 

w ~ t h  the maturity o fa  debenture issue 

At year-end, approximatel! 5160 million 

was availahlr in unused long-term lines 

of credit. 

Approximately 60 pcrcent of 

revenue ib  directly or indirectly 

impacted hy the US. doliar. k t  yedr-end 

58 percent of debt is dmominated in 

L.S. dollars and 94 pcrcent ( ~ f  deht is ar 
floating rates. Interest exprn.% is 

exprcted to k lower in 1993. 

Net earnings and cash flow from 

oprrations for 1993 aill vary depending 

on both the prices and exchange rate as 

noted in the sensit~vities grlph at the 

left and ongoing operating activities. i t  

is expected that the Corporation will 

pay Syncrude crown royalties and cash 

inconre taxes in 1993. The Corporation 

is considering a restructuring o l  its 

fen~lizer hi~siness. 



MANAGEMENT REPORT 

The accompanying consolidated financial statements and all information in this annual report are the responsibility of Management. 
The financial statements have been prepared by Management in accordance with Canadian generally accepted accounting principles 
and include certain estimatesthat reflect Management's best judgments. Financial information contained throughoutthis annual report 
is consistent with these financial statements. 

Management has developed and maintains an extensive system of internal control that provides reasonable assurance that all 
transaction5 are accurately recorded, that the financial statements realistically report the Corporation's operating and financial results 

and that the Corporation's assets are safeguarded. The Corporation's internal audit department reviews and evaluates the adequacy 
of andcompliance with the Corporation's internal controls. As well, it is the policy ofthecorporation to maintain the highest standard 
of ethics in all its activities. 

AEC's Board of Directors has approved the information contained in the financial statements. The Board fulfills its responsibility 
regarding the financial statements mainly through its Audit Committee. 

Price Waterhouse, an independent firm of chartered accountants, was appointed by a vote of shareholders at the Corporation's 
last annual meeting to examine the consolidated financial statements and provide an independent professional opinion. 

D.E. Mitchell, O.C. 

President and 
Chief Executive Office1 

J. D. Watson 
Vice-l'resident. Finance 

and Chief Financial Officer 

To the Shareholders of Alberta Energy Company Ltd.: 

We have audited the consolidated balance sheets of Alberta Energy Company Ltd, as at December 31, 1992 and 1991 and the 
consolidated statements of earnings, retained earnings and changes in financial position for the years then ended. These financial 

statements are the responsibility of the Corporation's management. Our 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 supporting 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 31,1992 and 1991 and the results of its operations and the changes in its financial position for the years 
then ended in accordance with generally accepted accounting principles. 

Chartered Accountants 
Edmonton, Alberta 
February 8, 1993 
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CONSOLIDATED STATEMENT OF EARNINGS 
YEAR E N D E D  DECEMBER 31 

($ MILLIONS, EXCEPT PER SHARE A M O U N T S )  

Note Reference 

Revenues, Net of Royalties 

Costs andF~ipense.s 

Depreciation, depletion and amortization ................................... 

Earnings before the Undernoted 

Non-recurring items 

Income taxes 
...................... ................................... Equity earnings (loss) ... 

Net Earnings 

Earningsper Common Share ........................................................... 

CONSOLIDATED STATEMENT OF 

YEAR E N D E D  DECEMBER 3 1 

($ MILLIONS) 

-~~ 

............. ............. .......... Balance, beg inn in^ of Year .... ... 
Net Earnings .................................................................................... 

Dividends - Preferred Shares .............................................................. 
- Common Shares .......................... ... ........................... 

Balance, End of Year.. ..................................................................... 

Srr accompanying notes to rhe consolidated tinancia1 statemenu-. 
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CONSOLIDATED BALANCE SHEET 
AS AT DECEMBER 3 1 

($ MILLIONS) 

Assets Note Reference 1992 1991 

Current Assets 
Cash and short-term investments, at cost which 

..................................... ................... approximates market ........ $ 16.6 $ 18.6 
.................................... Accounts receivable and accrued revenue 75.2 68.1 

Inventories ................... ..... .................................................... 5 31.3 37.1 
123.1 123.8 

lnvesfments .......................... .... .................................................. 6 194.2 231.6 
Property, Plant and Equipment ....................................................... 7 1,576.9 1.6873 

Defewed Charges and Other Asets .......................... ............ 8 38.7 20.4 

$ 1,932.9 $ 2,063.1 

Liabilities and Shareholders' E q u i t y  1992 1991 

Current Liabilities 
Notes payable ................................................................................. 

Accounts payable and accn~ed liabilities .................................... 
Current portion of long-term debt ................................................ 

Long-Tern Debt ............................................................................... 
............................................. ...................... Other Liabilities ..... 

Defewed Income Taxes .......................... ........ ............................. 

Sha~bolden.'Equity 
Share capital .................................................................................... 
Retained earnings ...................................................................... 

............ Foreign currency translation adjustment .................... .. 

Approved by the Board: 

Director Director 

See nmumpanyinp notes to the mnsoiidated financial sla1ernrnt.r. 
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31  

($ MILLIONS, EXCEPT PER SHARE AMOUNTS) 

Operating Actitflies 

$ 42.2 $ 13.8 
142.4 137.9 

Deferred ina~me  taxes 5.6 (3.9) 
Equity earnings. net of dividends 10.3 17.7 

24.8 0.3 
Cash Flow From Operations 225.3 165.8 
Net chanee in non-cash working canital ......................... .. ................................... 1.1 6.4 

Investing Activities 
......................... Purchase of propeq,  plant and equipment ....................... ...... (90.3) (122.4) 

Atlditions to equity investments ................................................................................ (12.4) (44.4) 
................. I'mceeds on disposal of assets and investments ......................... .............. 53.1 3.8 

Repayment of advances from affiliates ....................... .. .......................................... 6.7 4.9 
Other ........................................ ............ ................................................................... (1.1) 0.5 

(44.0) (157.6) 

Dividends 
.................................. ................................................ Preferred share dividends .. (5.8) (5.8) 

Common share dividends ......................................................................................... (23.8) (22.0) 

(29.6) (27.8) 

Increme (Decretrse) in Cash before Financing Actidties ............................................. 152.8 (13.2) 

Financirig ActiLlities 
Net (repayment) issue of long-term debt .................................................................. (158.5) 11.5 
Issue of common shares .......................................................................................... 16.5 15.5 

(142.0) 27.0 

Increase in cash and short-term investments less notes payable ................................. $ 10.8 $ 13.8 
Cash and short-term investments less notes payable, end of year ................................. $ 16.6 $ 5.8 

Cash Flow from Operatiomper Common Share 

Basic ............................................................................................................................. $ 3.19 $ 2.37 
Fullydiluted ................................................................................................................. $ 3.06 $ 2.23 

See accompanying notes to the consolidaced financial sralemcnls. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(TABULAR A M O U N T S  IN $ MILLIONS, UNLESS OTHERWISE INDICATED) 

1. Summary of Significant Accounting Policies 

(a) Principlrs uJ,~curwliduliun 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 ofrevenues, expenses, 
assets and liabilities are included in the accounts. 

Investments in companies and partnerships over which the Corporation has signifirant 
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 the inside back cover. 

fb) Pmperty,plantandequipmenl Oil  and gas 

Conoentional 
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 

All costs associated with the acquisition, exploration and development of oil and gas 
reserves are capitalized in cost centres on a countv by country basis. Direct general and 
administrative costs relatrd to exploration activities are 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 convened 
to gas on an energy equivalent hasis. All capitalized costs are subject to depletion and 
depreciation including costs related to unproven properties as well as estimated future costs 
to be incurred in developing proven reserves. 

Future removal and site restoration cost is estimated and recorded over approximately 
20 years. 

A ceiling rest 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 amortizedusing the unit-of-production method based onestimated proven developed 
reserves applicable to each project. Project expenditures during the exploratoty and pilot 
phases are depreciated using a straight-line method over terms up to five years. 

Pipelines 

Property, plant and equipment related to pipelines is carried at cost and is depreciated using 
a straight-line method over the remaining term ofeach applicable pipeline service agreement. 
Other 

Other property, plant and equipment is carried at cost and is depreciated over the useful life 
of the assets. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(TABULAR A M O U N T S  IN $ MILLIONS, UNLESS OTHERWISE INDICATED) 

(c) Foreign currency translation The accounts of self-sustainingforeign subsidiaries are translated using thecurrent rate method, 
wherehy assets and liabilities are translated at year-end exchange rates while revenues and 
expenses are convened using average annual rates. Translation gains and losses relating to 
these suhsidiaries are deferred and included in shareholders' equity 

Long-term deht payable in U.S. dollars is translated into Canadian dollars at the year-end 
exchange rate, with any resulting adjustment amortized using a straight-line method over the 
remaining life of the deht. 

(dl Project investigation costs Project invetigarion 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. 

(el Inventories Inventories are valued at the lower of cost or est~mated net realizahle value 

(f) Interestcapilalization Interest is capitalized during the construction phase of large capital projects. 

g Comparatiuefigures Certain 1991 figures have been reclassified for comparatiae purposes. 

2. Interest, Net 1992 1991 
~ 

Interest expense - long-term deb $ 34.4 $ 51.9 
Foreign exchange loss (gain) 5.7 (0.3) 
Interest income (2.8) (1.7) 

$ 37.3 $ 49.9 

3. Non-Recurring Items 

Non-recurring items include the pre-tax impact of additional depreciation and amortization related to certain non-strategic assets and the 
loss on sale ofTri-City Drilling assets less the gain on exchange ofconvertihle debentures and on the sale ofchieftain shares and Coal Valley 
assets. In addition, the canying value of the fertilizer assets has been reduced to an estimated realizable amonnt. 

4. Income Taxes 1992 1 9 1  

$ 1.5 $ 4.5 
5.6 (3.9) 

Alherta royalty tax credit (1.8) (1.5) 
Lirge corporations tax 3.9 3.7 

$ 9.2 S 2.8 
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- - 

The following table reconciles income taxes calculated at statutory rates 
with actual income taxes: 

Earnings before income taxes and equity earnings after partnership 
earnings (losses) ......................... ... .............................................................................. $ 39.7 $ 5.8 

Income taxes at statutory rate of 44.3% (1991 - 44.2•‹/0) $ 17.6 S 2.6 
Effect on taxes resulting from: 

Nondedunibility of: 
Crown royalties and lease rentals ........................ .... .......................................... 10.9 9.8 

.................................................................. Depreciation, depletion and amortization 5.1 5.4 
Federal resource allowance ....................................................... .. .............................. (16.1) (15.1) 
Utilization of capital losses .................... ... ................................................................... (9.4) 
Utilization of U.S. tax losses ................... .. .................................................................... (1.6) (1.1) 

Alberta royalty tax credit ...................... ... ................................................................... (1.8) (1.5) 
large corporations tax ....................................................................................................... 3.9 3.7 
Other, net .......................... ... ...................................................................................... 0.6 (1.0) 

Income taxes (Effective rate: 1992 - 23.2 %; 1991 - 48.3%) ................................................... $ 9.2 $ 2.8 

The Corporation's U.S. subsidiaries have approximately U.S. $15 million of tax losses available which can he applied, with certain 
restrictions, against future taxable income earned in the U.S. The benefit of these tax losses, which will expire between 2001 and 2003, has 
not been recorded. 

5. Inventories 1992 1991 

6. Investments Percent Interest 1992 1991 

All of the following investments are accounted for using the equity method. 
Corporations: 

AEC Power Ltd. (50% voting) 
Chieftain International, In 
Pacific Coast Energy C o p  
Pan-Albena Gas Ltd. (40% voting) 
Pan-Alberta Resources Inc. ( 4 M  v 

Partnerships: 
Cominco Fertilizers Partnership 
Iroquois Gas Transmission System 
Slave Lake Pulp Partnership 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(TABULAR AMOUNTS IN $ MILLIONS, UNLESS OTHERWISE INDICATED) 

7. Property, Plant and Equipment 1992 1 9 1  

Accumulated 
depreciation, depletion 

Cost and amortization Net Net 

Oil and gas ............................. .. .......... $ 2,088.7 $ 825.1 $ 1,263.6 $ 1,306.8 

Pipelines ................................................. 359.3 1 4 . 8  214.5 228.4 

....................................... Forest products 93.9 52.5 41.4 39.4 
Other ........................... ... ........ 

8. Deferred Charges and Other Assets 1992 1991 

Unrealized foreign exchange loss, net of amortization $ 22.0 S 2.2 

Deferred pension assets 10.4 4.1 

Investment tax credit 5.0 4.0 

Other ................... ... ............................................................................................................. 1.3 10.1 

$ 38.7 $ 20.4 

9. Long-Term Debt 1992 1 9 1  

Canadian dollar debt: 
Revolving credit and term loan borrowings 

$ 105.0 5 10.0 
58.4 83.6 

First Mortgage Sinking Fund Ronds 
Series A, 9 5/& due June 1997 9.8 11.1 

Series R, 9 V f i ,  due June 1997 11.6 13.1 

Mortgage, 11.75%, due September 4.9 5.0 

Unsecured debentures 
6.75% convertible subordinated 125.0 
7.25% convertible subordinated 150.0 

Other ........................... ... .............................................................................................. 2.6 
US. dollar debt: 

Revolving credit and term loan borrowings 
Notes payable (U.S. $119.2 million: 1991 - U.S. $98.8 million) .................................. 151.5 114.1 

U.S. swap agreement, due June 1996 (U.S. $87.6 million) ............................ .. .......... 111.3 101.2 

452.5 615.7 

......................................................................................... Current portion of long-term debt 2.9 3.5 
Unamortized portion of debt discount .............................. ... ........................................... 2.6 

$ 449.6 $ 603.6 
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(a) Mandaforyfiue-year The minimum annual repayments of long-term debt required over each of the next five years 
debt repayments are as follows: 

1 9 3  - $ 2.9 
1994 - 2.9 
1995 - 2.9 
1% - 114.2 
1 9 7  - 10.5 

(bi Revolving credit a n d  The Corporation has $375 millionofrevolvingcredit and term loan facilities available with three 
term loan borrowings banks of which $136 million was unutilized at year-end. One facility is fully revolving for a 

364 day period with provision forextensions at theoption ofthe lender anduponnotice from 
the Corporation. If not extended, the facility converb to a non-revolving reducing loan for a 
term of 6.5 years. The other two facilities are fully revolving for two year periods, with 
provisions for yearly extensions at the option of the lenders following notice from the 
Corporation. If not extended, the two facilities convert to revolving reducing facilities over 
seven years. 

All three loan facilities are unsecured and are available in Canadian andlor US. 
dollar equivalent amounts and currently bear interest at the lenders' rates for Canadian 
prime commercial or US. base rate loans, or at Bankers' Acceptance rates or LlBOR plus 
applicable margins. 

The Corporation also has a $75 million unsecured revolving credit facility which was fully 
utilized at year-end. This facility is fully revolving until 1998 and provides for an extension to 
1999 and successive anniversaries thereafter, at the option of the lender following notice from 
the Corporation. Ifnot extended, the facility isrepayable infullonexpiryofthe term ?he facility 
may be drawn in U.S. dollars to a maximumof U S  $25 million. Amountsadvancedunderthis 
facility bear interest at prime commercial lending rates minus 0.5% or at Bankers' Acceptance 
rates or LlBOR plus an applicable margin. 

Alenco Inc., a subsidialy of the Corporation, has a U.S. $20 million unsecured revolving 
credit and term loan facilityavailable nfwhich US. $19 millionwas unutilized at year-end. This 
facility is guaranteed by the Corporation and is fully revolving until 1994 with provision for 
yearly extensions at the option of the lender upon 14 months' notice from Alenco Inc. If not 
extended, the facility converts to a revolving reducing facility to be repayable in full by the end 
of seven years. 

Notes payable consist of U.S. and Canadian dollar Commercial Paper, LIBOR notes and 
Bankers' Acceptances maturing at various dates to June 18, 1993 with a weighted average 
interest rateof 5.59•‹/0(191 -6.4Yh). Notes payable shownaslong-termdebt represent amounts 
which are not expected to require the use of working capital during the year and are fully 
suppofied by the availability of term loans under the revolving credit facilities. 

(C) FintMoltgage Alberta Oil Sands Pipeline Ltd. ("AOSPL?, a subsidiary ofthe Corporation, is obligatedto retire 
Sinking Fund Bonds $2.8 million of these bond? annually. The bonds are secured by both a fmed and floating charge 

on AOSPL's assets that relate to the Syncrude project whichat December 31,1192 had acarrying 
value of $66.3 million. The participants in the Syncrude project, including the Corporation to 
the extent of lo%, are committed to provide funds for the repayment of these bonds. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(TABULAR A M O U N T S  IN $ MILLIONS, UNLESS OTHERWISE INDICATED) 

(dl Conuettible debentures - Pursuant to an extraordinary resolution passed by dehentureholders, all the convertible 
6.75% a n d  7.25% debentures aggregating $275 million of principal were exchanged, effective July 31, 1992, for 

an 8•‹/0promissorynote representing $245 million for the principal amount plus accrued interest 
of $4.4 million to July 31, 1992. The promissory note was paid in full on August 31, 1992 from 
cash flow from operations and by utilizing existing credit and term loan facilities. 

(el U.S. swap agreement The Corporation has entered into a U.S. dollar swap agreement which effectively convened 
Canadian $100 million unsecured debentures, which bear interest at 10.5@?, into U.S. dollar 
debt of $87.6 million bearing interest at a rate set semi-annually. The average rate for 1992 
was 4.68%. 

10. Share Capital 

Authorized 
20,000,000 First Preferred Shares 
20,000,000 Second Preferred Shares 
20,000,000 Third Preferred Shares 

300,000,000 Common Shares 
5,000,000 Non-Voting Shares 

1992 1 9 1  

Number of Number of 
Shares Amount Shares Amount 

ding 
Second Preferred Shares, Series 2 

7.75% Deferred Convertible Redeemable 
with a paid up amount of $25 per share .............................. 2,999,700 $ 75.0 2,999,700 $ 75.0 

Common Shares 

d and Outstan, Issue, 

Balance, beginning of year 68,026,490 560.3 66,785,038 544.8 
Issued for Cash 

Shareholder Investment Plan 1,214,888 14.7 1,126,403 13.9 
Employee Savings Pla 95,533 1.2 89.774 1.3 

51,950 0.6 25,275 0.3 
Balance, end of year 69,388,861 576.8 68,026,490 560.3 

- $ 651.8 $ 635.3 

(a) SecondPrefmdShares, Series2 Subject to cenain conditions, the shares are redeemable at the option of the Corporation 
at prices varying from $25.75 to $25.00 per share. Dividends relating to these shares are 
cumulative. 

The Series 2 PreferredSharesare convenible, at the option of the holder, into 1.28Common 
Shares until May 16, 1995. 
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(b) Employee Share Option Plan 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. 

Ar December 31,1992, employee share options, exercisablebetween 1993 and 1999, were 
outstanding to purchase 1,315,375 Common Shares at prices ranging from $9.79 to $18.38 
per share. 

(c) Common Shares Reserved At December 31, 1992, a total of 8,077,689 Common Shares were reserved for issuance, 
primarily relating to conversion of Second Preferred Shares and to the Employee Share Option 
Plan and Shareholder Investment Plan. 

(dl Albem EnergV Company Act Pursuant to the Albena Energy Company Act, aggregate beneficial ownership ofvoting shares 
in the Corporation by non-residents of Canada is limited to 10% and the maximum beneficial 
ownershipof any one shareholder is limited to 5%of the total numberof issuedand outstanding 
votingshares ofeach classoftheCorporation. The Government ofAlhem istheonly exception, 
and it can acquire or hold up to 50% ofthe total number of issued andoutstandingvotingshares 
of the Corporation. 

1 1. Supplementary Information 

(a1 Unincorporatedjoint ventures The Corporation has included in its accounts the following aggregate amounts in respect of 
major unincorporated joint ventures: 

1992 1991 

Assets ......................................................... $ 360.5 $ 418.2 
Liabilities ................... .... ..................... 34.4 39.6 
Revenues, net of royalties ..................... ... 208.5 197.0 
Expenses ..................... ..... ................... 162.4 156.6 

(3) Partnerships The Corporation accounts for partnerships using the equity method. Following are the 
aggregate amounts of the Corporation's interest in the pannerships: 

1992 1991 

Assets ......................................................... $ 245.6 $ 224.7 
Liabilities .................... .... .................... 155.8 129.6 
Revenues .................................................... 50.8 26.2 
Expemes .......................... .... ................... 60.8 43.8 

(c) Capitalizedgeneraland General and administrative expenses capitalized to oil and gas propenies during the year 
administrativee~nses amounted to $6.5 million (1991 - $7.6 million). 
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(dl Ceiling test prices The prices used in the ceiling test evaluation of the Corporation's conventional reserves at 
December 31, 1992 were as follows: 

Natural gas $1.61 per million BTU 
Oil and natural gas liquids $16.66 per barrel 

(e) Pensionplans At December 31,1992, the market value of pension fundassets was $53.2million (1991 - $35.9 
million)and theacc~edpension liability, asestimated by thecorporation'sacfuaries, was $38.0 
million (1991 - $30.4 million). 

(t) Relatedparty transactions During the year, the Corporation sold approximately $38.9 million (1991 - $36.3 million) of 
natural gas to affiliates at market prices of which $2.3 million (1991 - $2.8 million) is included 
in accounts receivable at year-end. 

12. Segmented Information 

Forest 
Oil and Gas Pipelines Products Other Total 

1992 1991 1992 1991 1992 1991 1992 1991 1992 1991 

Revenues, net of 
royalties $ 342.9 $ 300.7 $ 84.2 $ 85.7 $ 82.9 S 68.7 $ 57.5 $ 62.5 $ 567.5 $ 517.6 

Operating costs 156.8 150.0 20.2 19.1 69.2 65.7 42.0 49.2 288.2 284.0 
Depreciation, depletion 

& amortization 107.2 99.3 16.1 17.2 5.6 6.0 10.9 11.3 139.8 133.8 
Operating income (loss) 78.9 51.4 47.9 49.4 8.1 (3.0) 4.6 2.0 139.5 99.8 
Equity earnings (loss) 6.3 3.2 2.3 3.4 (14.1) (21.1) 7.1 6.6 1.6 (7.9) 
Divisional income (loss) $ 85.2 $ 54.6 $ 50.2 $ 52.8 $ (6.0) $ (24.1) $ 11.7 $ 8.6 141.1 91.9 

Less: 
Corporate G&A 
Corporate DD&A 
Interest, net 
Non-recurring items 
Income taxes 

Net earnings 

Identifiable assets $1,384.4 $1,455.1 $ 255.4 $ 271.8 $ 120.3 $ 124.2 $ 172.8 $ 2120 $1,932.9 $2,063.1 

Additions to property, 
plant & equipment 
andinvestments $ 75.7 $ 113.5 $ 4.4 S 6.2 $ 11.6 $ 9 . 2  $ 11.0 $ 8.9 $ 102.7 $ 166.8 
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FINANCIAL ($ MILLIONS) 

Earnings before extraordinary items 
Net eamings 
Cash flow from operations 
Revenues, net of royalties 
Property plant and equipment 
Long-term debt 
Share capital 
Total assets 

PER SHARE DATA 
Earnings before extraordinaiy items $ 0.53 S 0.12 $ 0.72 5 0.52 $ 0.52 
Net earnings 0.53 0.12 0.72 0.52 0.79 
Cash flow from operations - Basic 3.19 2.37 3.01 2 . 9  3.24 

- Fully Diluted 3.06 2.23 2.75 2.71 2.90 
Common shareholders' equity 11.99 11.74 11.94 11.49 10.68 
Common dividend 0.35 0.33 0.33 0.33 0.30 

SHARES 
Registered shareholders 41,751 42,699 43,920 45,326 45,339 
Common Shares outstanding 69,388,861 68,026,490 66,785,038 65,849,537 59,773,585 
Total volume of Common Shares traded 16,600,250 15,767,013 17,424,979 17,275,199 12,014,918 
Common Share price range ITE) 

High $ 17.00 $ 16.88 $ 20.25 $ 22.75 $ 19.50 
Low 9.75 11.50 15.50 15.63 13.63 
Close 16.25 12.50 16.88 19.88 15.75 

OPERATING DATA 
Gas sales (hillion cubic f e d  138.0 116.4 101.5 99.3 102.3 

Produced gas 109.8 9 . 6  99.3 99.3 102.3 
Purchased gas - Long-term 18.7 11.3 2.2 

- Short-term 9.5 5.5 
Synthetic oil sales (million h a m k )  6.5 6.0 5.7 5.4 5.5 
Conventional oil sales (million barrels) 2.5 2.0 2.2 2.1 2.2 
N m r d l  gas liquid sales /million h a m k i  0.4 0.4 0.3 0.2 0.2 
Lumber sales (million board feet) 217 209 196 201 173 
Medium density fibreboard sales 

(million square m e m u d  59 60 59 63 55 
Pulp sales (rhousand air dried tomes) 82 29 
Nitrogen fertilizer sales (thousand tonnes) 393 345 355 349 292 
Coal sales (thousand tutti) 503 542 544 548 544 
Pipeline throughput - all systems 

(million barre!$ 175.1 171.4 173.6 166.8 173.0 

RESOURCES 
1992 YEAR-END 

RESERVES Proven Probable Total LiFe' Net Primrose heavy oil in place .............. 25 billion barrels 
Natural gas (billion cubic feet) .................. 1,461 279 1,740 16 Net petroleum and natural gas rights ....... 3.3 million acres 
Crude oil and NGLs lmillion barrels) ........ 16.9 8.4 25.3 9 Net timberlands ......................................... 1.8 million acres 
Synthetic oil lmrllion bamlsJ ..................... 186 186 29 Pipelines Nn 7pipelinesJ ................................... 2,189 miles 

'Remaining yean based on 1592 production rates 
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