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ALBERTA ENERGY COMPANY LTD. (AEC) IS ONE OF THE TEN LARGEST OIL AND GAS
COMPANIES IN CANADA, WITH MORE THAN 40,000 SHAREHOLDERS AND A STOCK
MARKET VALUE IN EXCESS OF $1.3 BILLION. MORE THAN 90 PERCENT OF
AEC’'S ASSETS ARE IN OIL AND GAS EXPLORATION, PRODUCTION, MARKETING,
STORAGE AND PIPELINE TRANSPORTATION. THE COMPANY ALSO HOLDS FOREST
PRODUCTS OPERATING INTERESTS SUPPORTED BY CLOSE TO TWO MILLION ACRES OF

CANADIAN TIMBERLAND.
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ALBERTA ENERGY COMPANY HIGHLIGHTS

KEY FINANCIAL RESULTS 1993 1992 %o Chumge
Cash Flow from Operations (8 mitlions} 267.5 2253 19
Per Share rs) — Basic 3.75 319 18

~ Fully Diluted 3.54 3.06 16

Net Earnings ($ miilions) 9.6 422 117
Per Share (s) - Basic 1.23 0.53 132

— Fully Diluted 1.21 0.53 128

Capital Investment (8 millions) 275.3 102.7 168
Year-End Long-Term Debt (8 niiions) 430.0 449.6 (4)
Debt-to-Cash Flow Ratio (tines) 1.6 2.0 20
Average Interest Cost (percenr) 5.2 6.4 (19)
Return on Common Equity ipercent) 10.0 45 122

KEY OPERATING RESULTS

Produced Natural Gas Sales (miltion cubic feel per dav) 332 300 I
Conventional Oil and Natural Gas Liquids Sales tbarreis per day) 8,923 7.889 13
Syncrude (il Sales (harrels per dav) 22118 17.870 24
Gas Price ($ per million BTL) 1.76 1.38 28
Conventional Oil and Natural Gas Liquids Price (8 per barrel) 15.91 16.61 (4
Syncrude Oil Price (§ per barrel) 20.97 22,79 ®
Oil Pipeline Throughputs ibarrels per duy) 355,271 341,820 4
Lumber Sales (mitiion board feet) 212 217 (2)
Medium Density Fibreboard Sales (mitlion square feec) 65 59 10
Pulp Sales tihowsand air dried ronnes; 89 82 9

MAJOR HIGHLIGHTS

¢ The Government of Alberta sold its remaining 3476 million of AEC shares in May.

S On October 29, the AEC Act was repealed. Al a subsequent meeting, shareholders approved
changes to the By-Laws and Articles reflecting repeal of the Act.

¢ David E. Mitchell, 0.C., founding President and C.E.Q., retired at vear-end to become
non-execurive Chairman. Gwyn Morgan was appointed President and Chief Executive Officer.

*  Gas and oil reserves of 240 hitlion cubic feet equivalent (BCFE) added during the year
substantially exceeded 1993 production of 154 BCFE.

®  The narural gas storage facility at Suffield was expanded 1o 1.1 billion cubic feer of
infectioniwithdrawal capacity. The AECO C HUB™ became Canada’s dominant natural gas
Storage. trading and market centre.

* A new 100 percent owned, 55 million cubic feet per day natural gas plant at Caribou Lake
on the Primrose Block started up in Noventber,

®  Drilling activity tripled 10 153 wells, with an 80 percent success rario. ! Howard Ros- !
Y dl U MU L
of Mar-

8 AEC's interest in Syncrude was increased from 1010 13.75 percent.
8 AEC sold its interests in the nitrogen feriilizer business, APP 1118
AEC’s credit rating was upgraded to "A” by nvo Canadian bond rating services. Rt
McGILL Ul




CHAIRMAN'S REMARKS TO SHAREHOLDERS

David E. Mitchell, 0.C.

In 1993, AEC achieved record carnings of $91.6 million and record cash (low from operations of
$267.5 million. Compared to the prior vear, carnings per share were up [ 32 percent and cash flow per
share increased |8 percent.

Capital investment nearly tripled to $275 million, compared with the prior yeur, 89 percent of it i the
gas and oil business, The Company’s "A™ credit rating was confirmed by the two major Canadian
bond rating agencies. AEC had a vear-end debt-to-cash flow ratio of 1.6 times and average interest
cost of 5.2 pereent.

A major milestone in 1993 was the Alberta Govermnent's sale of all of its 23,1 million AEC common
shares for 5476 million. This caused a huge. sudden increase in the number ot shares available for
trading and. to some extent, the stock market is sull adjusting 1o the increased liguidity. The share
divestment and subsequent repeal of the AEC Act made the Compuny fully privatized and removed all

resirictions on share ownership.

As the graph on page 3 illustrates. cach of the Company’s core businesses contributed to the vear's
results, Especially noteworthy were the improved results from natural gas and strong performance
tfrom forest products.

Activities during the vear included establishment ol the largest independent gas storage facility in
North America. addition of gas and oil reserves significamly greater than production. and mcreased
Synerude ownership to 13.75 pereent. As well, the Company further focussed its activities by
divestiture of its ownership in the fertilizer business, AEC peopie are to be congratulated for working
with greal dedication in a challenging vear that resulied in several production records and another

cxceptional safety record.

The year just ended was my last as vour President and Chiel” Executive Ofticer. a position held since
the Company became operational with a stafl of four in 1975, So, this is un appropriate time o note
AEC’s basic strengths, The first one is committed people. a vital ingredient in any successful

organization. The asscls they have established include:

s Gas reserves of L8 trillion cubie feet. which have a 15-year reserve life at 1993 production rates,

* Syncrude reserves ot 246 million barrels, with a reserve life of 27 vears.

o Conventional vil reserves of 27.7 million barrels, with a reserve life of ¥ vears.

< Approximately | milhon net acres of western Canadian exploratory lands. underpinning future vil
and gas development.

+ A S100 million natural gas storage project creating a cost-efficient, one-stop market centre for
Alberta’s produccrs.

s A S250 million investment in 2,200 miles of major pipeline systems. transporting oil. natural gas
and ethane. AEC is the largest oil pipeliner in Alberta.

s Close to 2 million acres of valuabte timberland in north and central Alberta and plants producing
lumber. medium density fibreboard and environmemally friendly. chlorine-free pulp tfor worldwide

markets.

& A 22 percent ownership of Chieftain Intemational. which bad a year-end market value of 350 million,



Fach ALC core bitsiness coutributed 10 1993 rexudts. Particularis
neieworthy were improved results from natural gas and sirong

peformance from forese producty,

Financially. the Company has a very solid base. Accounting principles are conservatively applied and
there are no significant write-offs threatening. In fact. the estimated future net revenues less costs from
AECs conventional oil and gas rescrves is more than onc-half biltion dolars greater than the carrying
value of the reserves. And. the value of pension assets exceeds pension obligations by approx-
imately S20 million. The Company is not the defendant in any significant lawsuits and has been

unusually free ol costly litigaton.

Total market capitalization is currently in excess of $1.3 billion. In [993 4 combined average of

284,000 shares and instalment receipts traded cach market day.

AEC places priority on ils people. The Company has extensive training and development programs,
with job changes being an imtegral part of that process. Through numerous internal transfers and
reallocation of personnel to growth arcas. the Company has been able to avoid layoftx.

A special thank you is in order to AEC's sharcholders. who have been most supportive. AEC still
retains an estimated 50 percent of its original sharcholders and approximalely 22.500 of current
shareholders own 100 shares or fewer. Today. about three-quarters of the outstanding shares are held
by large pension funds and other institutional mvestors, professionals who put capital to work on
behalt of hundreds of thousands of individuals.

Our 1992 Annual Report included several pages of comment on the Company s great respect for the
environment. ¢mployee activities to benefit the community, and our extensive supporl over the vears
of a wide variety ol commumity programs. Suffice it 10 suy, these activities and beliets continue to be
an integral part of AEC s involvement in our communities as a responsible corporate citizen.

Gwyn Morgan, President of AEC Oil and Gas and a member of the AEC management team since
1975, is now vour Chief Exceutive Officer. The Company is in an excellent position for continued
successes and [ expect it will do very well in the future,

It hus been a pleasure and great privilege to serve as your Chiet Executive Otficer,

David E. Mitchell, O.C.

Charirman

February 15, 1994

1993 Operating Income

0% Gas

21% Ol

20% Pipelines

19%  Forest Products




PRESIDENT’'S REMARKS TO SHAREHOLDERS

Gwyn Morgan

Of total AEC assets 60 percent arc in natural gas reserves, exploration land, marketing. storage and
pipelining. These assets are well positoned for success in the new era of the natural gas industry. an
era which is characterized as “back to basics.” This tollows almost a decade of industry rationalization
induced assel trading and stafl downsizing. with Canadian gax prices depressed by deliverability
cxceeding pipeline capacity. Through this entire period, AEC maintained its confidence in the natural
gas business and continued to locus on adding gas reserves “through the drill bit™ with its capable
exploration and development teams, supported by the latest practical technology. The Company
reduced its finding and developmient costs and strengthened s position as one of the lowest operating
cosl natural gas producers in the industry. AEC developed a unique position as owner and operator of
Canada’s largest natural gas storage and market centre, and took advantage of related business
opportunities for attractive cost-of-service investments in gas pipelines and natural gas liquids

extruction facilities.

As a result of these strategies, AEC enters this new era of extraordinary change and growth in the
natural gas industry with an excellent base ol gas rexerves, a large mvestment i high qualuy, low cost
production lacilities. a solid inventory of unexplored properties and a growing profitable natural gas

slorage and markcet centre.

Of total assets 34 percent are invested in conventional and synthetic oil reserves. production facilities,
exploration properties. pipelines and a power generation plant serving Syvnerude. AEC is the second
largest owner of the Syncrude facility which has been a solid and steady comributor to cash Hlow, even
with currently depressed oil prices. Syncrude’s cost reduction efforts continue to pay dividends and a
new strategic growth plan will further decrease costs and increase future production. About 20 percent
of AECTs exploration dollars have been directed to conventional oil with good success. Proven reserve

additions were almost twice production in 1993

AEC’ s Alberta oil pipelines have long provided a reliable. attractive underpinning for profits,
independent ol commodity price variations. Our pipeline group has developed a reputation for safe,
cost elfective, customer oriented performance along with technical competence and innovation that

will be valuable as we xeek opportumues tor further expansion of pipelines investment,

Looking ar oil and gas activities i total. 1993 was a vear of excellent growth in reserves and
production assets. Growth in pipeline throughputs created opportunities for funther expansion. AEC’s
gas storage and market centre hub grew exponentially to become a key underpinning of the reliability
and efficiency of Canada’s natural gas supply. AEC’s first direct international oil and gas investment

as urdertaken in Argentina,

Of total assets 6 percent are 1n forest products including state-of-the-art, environntentally sound
tacilities anchored by close 1o two million acres of Alberta timberland. which is becoming increasingly
valuable in the face of tghtening world umber supplies. These operations. which are run through
affilidtes separate from the Company’s oil and gas invesunents, contributed more than their share to

AECs excellent 1993 results and provide a relatively unrecognized tuture upside for AEC shareholders,



Atberia Energy Company entharks on its 20th vear in an excellent

position to build stiarehalder vatue wpon an extraordinariiy strong

Jowndation of suategically positioned asseis, financial sirength and

capable people.

Looking further to the luture, AEC's investments will continue to be dominuted by western Canadian
ot] and gus opportunities, including exploration and possible reserves acquisition, and further growth
in production, natural gas storage and pipelines. Forest products will continue o add value through
efficient operations. a solid resource position and pulp price recovery.

AEC will conlinue to ake a conservative approach to published oil and gas reserves estuimates,
accounting procedures and projections. Overall, the focus will be on sharcholder results including
enhancement of underlying asset value. cash flow and earnings per share. Investument and operational
strategies will be designed to maximize assel value and the full-cycle profitability of assets. rather
than sacrificing the Company’s underlying value in favour of short-lerm results. My new management
leam belicves these to be fundamentally sound management principles which will optimize both shon-
and leng-term financial performance lor our shareholders.

AEC’s ability to finance profitable growth without sharcholder dilution is clearly demonstrated by the
fact that 1993 capital investments totalled $275 million, while debt fell by $20 million, and the
Company did not undertake an equity issue. AEC is among the five largest of approximately fifty oil
and gas companies listed on the Toronto Stock Exchange, in terms of stock market value available for
trading. This provides excellent investment liquidity to AEC sharebolders.

It is traditional for Chief Executive Officers 1o comment on the positive contributions of stafl. In the
case of AEC's people, it is difficull 1o find the words to appropriately describe the dedication,
enthusiasm and capability they have shown in achieving the accomplishments evident in this annual
report. Perhaps the best way 1o cxpress it is to say very few incoming Chief Executive Officers are
able to assume leadership of such an extraordinarily fine team.

One final, but very important. comment. Dave Mitchell has retired as AEC’s founding President and
Chief Executive Officer, having just overseen a year of record results, 1 know | am joined by the staff’
and the Board of Directors of AEC in expressing appreciation and admiration of the man who built
AEC from a staff of four in 1975 to a Company which is one of the leaders in the resource indusuy -
a Company which ts recognized for carrying on its business at a level of competence and integrity that
1s personified by its founder.

Gwyn Morgan
President and
1693 Asset Mix Chief Executive Officer
February 138, [994
58% Gas
236 Qil
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AEC LANDHOLDlNGS AND MAJOR PROJECT LOCAT!ONS

AEC Interest Lands
- Etx‘.p\urmitm Focus ATcas
1 Multiple production Centres
mm Forest Management Areas
mm Forest products Option Lands
b principal Gas producing Arcas
2 principal Ol producing Arcas

— AEC pipeline [nterests
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OPERATIONS REVIEW

OIL AND GAS

Investments in oil and gas exploration land, rescrves. production and storage facilities comprise 75
percent of assets. AEC has unusually high working interests averaging 95 percent and 70 percent in
its gas and conventional oil production, respectively. This enables focussed and decisive response to
exploration opportunities and preduction and marketing strategies. AEC owns a 13.75 percent
working interest in Syncrude, as well as equity invesiments in the Pan-Alberta companies, Chieftain
Intermational, and AEC Power.

EXPLORATION AND PRODUCTION

A primary goal is to find and develop at a profit new conventional oil and natural gas reserves which
will at least replace the Company's large annual production. A second objective 15 10 be one of
Canada’s fowest cost conventional gas and oil producers. A third objective is to add further value

through unique and innovative marketing and slorage strategics.

The Company has achieved these objectives by concentrating activities in regions where the
Company’'s exploration land base. reserves, facility position, employee experience and expertise,
along with the latest proven technology, give AEC a competitive edge.

AEC concentrates production and exploration activities in four geographic focus areas in the Western
Canadian Sedimentary Basin - Suffield, West Peace River Arch, East Central Alberta, and East Peace
River Arch. Work is done by mulii-disciplinary teams, which cover the spectrum ol exploration,
development, reserves acquisition, reservoir engineering and production technologies, Each team
develops in-depth knowledge of the geological environment and reservoir parameters specific to its
[ocus arca, enabling the team to apply the most suitable exploitation techniques for maximum
reserve recovery and production.

Reserves Reconciliation Finding and Development Costs

Three-Year Average

Natural Gas (billion cubic feer) Proven Probablc Tonal
Balance at Dcccmb?r 31,1992 1461 279 1.740 { 8 Thowsand Cubic Feet of Gas Fynivatenn)
Revisions ol Established Pools 1 (n -
Discoveries and Extensions 73 12 83 fo:) | 6:/ M
o 0.98 1.06
Acquisition of Reserves 68 3l 99
Production 121 - 121 0.64 0.69
Balance at December 31, 1993 1,482 321 1,803 0.81 0.65
Crude Oil and Natural Gas Liquids (milfion barreis)
Balance at December 31, 1992 16.9 8.4 253
Revisions of Established Pools 0.7 {0.5) (1.2)
Discoveries and Extensions 4.9 0.8 5.7
Acquisition of Reserves 1.0 0.2 1.2
Production 33 - 3.3
Balance at December 31, 1993 18.8 8.9 27.7
. . 89-81 90-92 91-83
Synthetic Oil (mitlion barrelsi
Balance at December 31, 1992 186 — 186 {&Barrel of Oif Equivalent) 196991 1990-92  1891-93
Acquisition of Reserves 69 - 69 10:1 9.80 6.40 6.10
Production 9 - [+] o1 635 415 3.90
Balance at December 31, 1993 246 - 246

Current discoveries and any significam changes 1o resenves are evaluated each

vear by MeDaniel & Associates Consndiants Lid., which also reevalnates all aother

reserves over a period of nel greater than five vears,



Compter lectnology iy wed extensively by AECy eaplovation
teams. Phe graphics opposite and on the report cover are
reproductions of 3-8 sefsmic dera frone an AEC drilting location

inthe Red Earth pool of the FEast Peace River Arch,

While oil and gas production has steadily increased over the years, unit operating costs have remained
flat at $0.24 per thousand cubic feet for gas and $4.06 per barrel for conventional o1l, far below indusiry
averages. Increasing netbacks have been further enhanced by rising gas prices and AEC's effective use

ol natural gas marketing and storage strategies.

During 1993, AEC’s overall drilling success rate was 80 percent. The Company participated in 153
wells resulting in 69 gas and 49 oil wells, as well as 4 cased for further evaluation and 31 dry holes.
Exploration drilling more than tripled in the past year to a total of 77 wells. Exploration drilling in
1994 is expected to be at levels comparable to 1993, as AEC continues to explore its 967.000 net acres
ot undeveloped lands in western Canada.

AEC maintains a strong record on safely and environmental issues. Another complete audit of oil
and gas field operations was conducted in 1993. The Company’s accident record continues to
improve due to a focus on reporting and analyzing incidents which could have led to accidents.

SUFFIELD

The Suffield region in southeastern Alberta continues 1o be AEC’s major production area. With a staff
of only 115. Sufficld preduced an average 178 million cubic feet of gas and 4,186 barrels of oil each
day from this area. Sufficld boasts over 2,600 producing natural gas wells and 189 producing oil wells.
The field has been producing for seventeen years and has an expected further twenty-year economic
life. Sufficld proven and probable reserves ure estimated 1o be 814 billion cubic feet of gas and 6.4
million barrels of oil.

Gas production at Suffield is characterized by a very low operating cost of $0.19 per thousand cubic
feet. resulting in attractive profit margins. AEC has developed a master plan to minimize normal field
declines and to control operating costs. In 1993, the plan included drilling 24 new shullow gus wells 1o

accelerate production and improve recovery.

Drilling Statistics

1993 1992 1993 1992
Exploration Wells Gross Net (ross  Net Development Wells Grogs Net Gross Net
Gas 30 20 3 5 Gas 39 38 6 5
Oil 18 1 3 2 Ol 3N 18 22 9
Cased 3 3 - - Cased 1 1 - -
Dry and Abandoned 26 15 Y 8 Dry und Abandoned 5 2 | -
Tortal 77 49 17 15 Total 76 59 29 14
Success Rate (percent) 66 69 47 47 Success Rate ipercenty 893 97 97 100
Landholdings Total Undeveloped Developed
1T howsand Acres) Gross Net Ciross Net Gross Net
Alberta 3713 2928 992 809 2721 2119
Saskalchewan 99 332 59 29 43 4
British Columbia 274 159 208 129 66 a0
Western Canada 4,086 2120 1,254 967 2.832 2,153
Beauton 490 12 490 12 - -
Argentina 281 281 281 281 - -
Total 4,857 3,413 2,025 1,260 2,832 2,153

8



Oil production from the Sufiield arca was at record levels in 1993, Increased praduction {rom 8 new
horizontal wells brought total horizontal wells in the field to 23. Horizontal wells are dritled just
below the top of the producing formation within 60 metres of existing vertical wells, The new wells,
which produce at initial rates of 500 barrcls of oil per day. are expecied to increase the recovery tactor

by one-third.

WEST PEACE RIVER ARCH

The multi-zone potential of West Peace River Arch has provided considerable exploration and
production success. A total of 35 operated wells are planned for 1994, AEC has 432,000 net acres
of land and proven and probable reserves of 418 billion cubic feet of gas and 9 milhon barrels of
oil and natural gas liquids (NGLs) in this area. The Company either operates or has an interest in
12 production factlities. These lacilities. along with a well developed product transportation

mfrastructure, enable AEC o bring new reserves onstreamn efficiently and quickly.

During 1993, production from this region averaged 54 million cubic teet per day of natural gas and 1.582
barrels per day of oil and natural gas higuids. Growing production levels in 1994 are expected to average
65 million cubic teet and 1,700 barrels per duv of gus and otl und NGLs, respectively. The majority of
this growth will come from a new production ¢entre in the Berland River/Colt/Bigstone region.

A 1993 exploration highlight was AEC s Bigstone Dunvegan exploration play. in which AEC has a
FOU percent working interest in 8 wells. The time between the identification of this liquids-rich gas
play and initial onstream production will be less than 18 months. Production start-up, scheduled tor
the fourth quarter of 1994, will provide AEC with ininal daily production cupability of 16 million
cubic teet of gas and 800 barrels of natural gas liquids,

AEC will begin producing its shut-in deep Devonian discoveries m the Berland River/Colt area in
1994, These reserves will be connected 1o the Berlund River sour gas field facitities and pipeline that
AEC acquired in 1993, Average daily 1993 production of 4 nullion cubic feet per day is expecled
to increase 1o an average 10 million cubic feet per day during 1994,

McDaniel & Associates estimates AEC proven and probable reserves for the Berland River/Colt/
Bigstone area at 150 billion cubtc fect of gas and 1.4 million barrels of NGLs.

ALC s naneral gas stovage faciline at Siffield o
the cornerstone of ity AFCO C HUB market
cenire. Diring 1993 storage capaciiy swas

expanded 1o 11 Ditfion cubic feet.




OIL AND GAS FOCUS AREAS
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[n addition, there are several smalter prospects which came onstieam in 1993 A production facility
started up mid-year in the Gold Creek East area. providing net production at an initial daily rate of
180 barrels of oil and NGLs and 4 million cubic feet of gas. A facility at Waskahigan came onstream
at year-end. with initial daily production levels of 30 barrels of NGLs and 2 miltion cubic feet of

natural gas.

At Valhalla. AEC drilled a successtul step-out well and acquired additional lands. This will permit
turther development in 1994 and inercase production bevond the current daily 4 million cubic feet of
gas and 250 barrels of ol and NGLs.

EAST CENTRAL ALBERTA

In the past yeur, AEC undertook significant development activities on its sweet shallow gas properues
in East Central Alberta. The arca contributed production of 54 million cubic feet per day during 1993,
which 15 expected to grow 1o over 100 million cubie tfeet per day in 1994, A Targe part of this growth
i~ due 1o a new gas plant at Caribou Lake which started up Jate in the year. Additional driling and
well tic-ins to this 100 pereent owned fucihity are scheduled for 19940 bringing the plant’s espected

annual production rate to over 30 imillion cubic feet per day.

Work is proceeding on a jointy owned gas plint o tie in AEC s [ percent owned Thombury wells.

Start-up 1~ planned for April 1994, AEC's share of daily production capability initially will be

6 miltion cubic feet.
Al the Frog Lake heavy oil project. 2 vertical and 2 horizontal wells were drifled during 1993,

AEC reserves 1in East Central Alberta are 470 billion cubic feet of gas and 2.9 illion barrels of
heavy oil.

EAST PEACE RIVER ARCH

The East Peace River Arch is AEC s facus area for light oil. About 200 pereent of exploration capital
has been comumitied 1o this area. Lxtensive statt experience. 3-I seismic technology and recent AEC
stccess yielded strong results i 1993, AEC has 200,000 ner acres of lund in the wrea. where total
reserves dre estimated to be 6 milhon barrels. AEC plans 1o diill 15 wholly owned wells in 1994,
Production from the area of 2.279 barrels per day in 1993 is expected to grow 1o 3. 204 barreis per day
in 1994,

During 1993, AEC further developed its 100
percent owned Red Earth pool. A total of 7
wells were dritled. and an oil battery is being

constructed 10 process production and reduce

The new Caribow Lake gas plant featires an 8,500 horsepewer gas
trbine-driven compressor, one of the lavgest wsed in the shellow
was preoduction sector of the ail and gas indusiry. Blair Rudy,
Senior Facilitiex Engineer, was one of several teant urenibers

who contribited 1o the successful developmoenr of this project,




field operating costs. Production averaged 364 barrels per day, compared with 76 barrels per day in
1992, bul was restricted by both regulatory production rate and pipeline access limitations. Red Earth
is expected to average 600 barrels per day in 1994,

Successful follow-up drilling was done on AEC"s 100 percent owned Ogston property, AEC currently
has 3 discoveries on the play and plans to drill 5 wells in 1994 including an exploration well on a
recently acquired 18-section land block. Well production currently is restricted by regulatory rate
resirictions, and an application has been submitied to have these restrictions removed. The existing
wells will be capable of reaching production of 800 barrels per day in 1994,

Development and step-out drilling was undertaken at non-operated propenies Evi (35 percent working
interest) and Trout (30 percent working interest). At Evi. 3 successful development wells were
drilled, bringing AEC’s share of production to an average [.15] barrels per day. At Trout,
AEC participated in 5 successful and 3 unsuccessful development wells, AEC’s nel share of
production averaged 482 barrels per day.

MARKETING

NATURAL GAS HUB AND STORAGE CENTRE

During 1993, the Company continued the rapid expansion of its AECO C HUB™ at Suffield. AEC is
continuing with development of this $100 million project to make this Canada’s dominant hub. While
adding value to AEC’s own production through effective use of storage, the hub also generates
significant and growing revenue from third-pany storage services, AECO C HUB™ also provides
other services, including natural gas title exchange, ransponation exchange, backstopping. parking,
and inventory balancing to gas producers. marketers. aggregators, industrial users and pipelines. In
1993, title exchange volumes for 92 customers averaged 1.3 billion cubic feet per day. During the
past year, an innovative AEC-developed electronic nomination and information system,
AECO-LINK™, was set up to enhance customer ability to conduct market centre transactions.

The storage facility, cornerstone (o the delivery of hub market centre services, was expanded during
1993 to daily injection/withdrawal capacity of 1.1 billion cubic feet and total sterage capacity of
53 billion cubic feet. With further expansion to 1.3 billion cubic feet per day in carly 1994, | billion
cubic feet of daily injection/withdrawal
Total Gas Sales capacity will be used to provide firm storage
services to customers under long-term contract
while AEC will retain an additional 300 mllion

M roductd kax cubic feet of capacity for its own use. AEC also
W Purchased gas from storage

{miftion cubic feet per duy)

is active in the purchase and resale of gas.

1994 cur. 385 These activities use the AEC gas storage
1993 374 capabilities to maximize customer service and
1992 377 AEC profit margins,

1991 319
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NATURAL GAS MARKETING

During the past year, AEC’s daily natural gas sales were comprised of 332 million cubic feet of
produced gas and 42 million cubic feet of purchased gas. These sales were made through the
management of a balanced portfolic of Canadian and U.S. contracts designed to provide the maximum
return and minimum risk for AEC.

New natural gas deliveries to SoCal Edison in California commenced in November 1993 at a daily
rate of 22 million cubic feel per day. A winter contract with Washington Water Power commenced at
the same time at a daily rate of 15 million cubic feet per day. The Washingion Water Power contract is
an example of AEC's effective use of storage to achieve higher prices through the ability to increase
deliverability during the winter months when natural gas demand is higher.

AEC is implementing strategies which will result in decreased dependence on large gas marketing
aggregators, making gas readily available for AEC-managed sale to either shori- or long-term direct
markets. Total daily direct sales will increase from 124 million cubic feet in 1993 to 185 million cubic
feer in 1994,

During 1993, prices for natural gas rose to $1.76 per million BTU. They are expected 1o average about
$2.00 per million BTU in 1994,

CRUDE CIL MARKETING
During 1993, sales of conventional oil and natural gas liquids averaged 8,923 barrels per day. Prices for
crude oil und NGLs dropped to $15.91 per barrcl and arc cxpected to be somewhat lower during 1994,

AEC’s crude oil and natural gas liquids production is marketed to a diversified customer base in Canada
and the U.S. AEC has avoided significant shut-in crude oil production despite the current shorlage of
pipeline capacity. The Company is working with other producers on concepts for development of
additional export markets for Alberia crude oil and new natural gas liquids extraction plants.

SYNCRUDE

In July, AEC agreed to exchange ceniain assets for the Amoco Canada Pciroleum Company Limited
3.75 percent partnership interest in Syncrude. This increased AEC's share of proven synthetic oil
reserves by 70 million barrels and daily synthetic oil production by about 7,000 barrels. AEC's share of
Syncrude now is effectively a 13.75 percent
working interest, plus an average 6.0 percent Syncrude Productivity
overriding royalty on another 6.25 percent of {harreis of production per employec)

Syncrude revenue. 1993 12,460

Despite weakening oil prices. Syncrude 1992 11370

continues (o be a financially sound investment. 1991 9.967
Syncrude has demonstrated its resiliencce and 1990 8,884
ability to increase production levels while 1989 B.346
reducing operating costs. Sales of synthetic oil
were at record levels for the fourth year in a
row, AEC’s share of 1993 sales averaged
22,118 barrels per day. Even though higher
natural gas prices increased operating costs by

30.33 per barrel, 1993 unit operating costs were

only $15.47 per barrel compared with $15.39 in
13



1992, Over the past five veurs, unit operating costs have been reduced by 10 percent. and productivity
ot the Synerude workforee has increased by 49 percent. AEC's cash break-even operating cost for
Syncrude of US. $13.00 WTT with a $0,.78 Canadian dollar is somewhat lower than for other owners due

to the Company s overriding rovalty position.

Svicrude’s rescarch and development group continues to contribute 1o profitabilitv. Smce 1978 the
development of new processes 1o address viarious technical opportuimties has shown a ten-fold retum
on expenditures, The mest recent innovation is a hydraalic method 1o pipeline more distant oil sands
from the mine to the extraction plant at lower cost than conventional conveyor systems. This process
has the additional benefit of pre-conditioning the ail sands during transport. resuluing in higher
bitumen recovery in the extraction plunt. A prototvpe installed in 1993 is enabling Synerude to

produce an additional 5 million barreis of bitumen per year,

A major project in 1994 will be debottlenecking the upgrader and hydrotreating facibty to help reach

production targets. Capital will be allocated to relocute tuilings and develop a salt water removul

technology 1o mitigate corrosion of plant equipment and facilives, As well. the eastern section of the
&2 =

mine will be expunded to recover an additional 80 million barrels of bitumen over the next two vears.

As part of its ongoing environmental commitment. Syocrude 15 studying alternative methods for site
reclumation. During 1993 Svnerude reclaimed 178 acres ot land. Syncrude also has introduced « pilot

project to assess the potemial tor bison ranching on reclimed land.

In December 19930 the Syncrude owners agreed 1o acquire two additional surlice mincable leases,
subject 1o execution of a tormal agreement which s expecied 1o oceur in the first quarier of 1994,
These leases are estimated to contian 2.2 billion barrels of high-quality. low-cost recoverable bitumen
resources. When added to the exisung 2.1 billion barrels of remaining resources. the plant has

feedstock tor 54 vears of production at the 1993 production rate,

AEC owns a two-thirds inferest in the AEC Power 260-megawatt cogeneration fucility which supplies
steam and eleetricity o Svnerude, AECs share of annual carnings and dividends, included in equity

carnings, is 54 million.

PAN-ALBERTA COMPANIES

AEC owns one-halt of Pan-Alberta Gas Lid..a natural gas aggregator and mmarketer which had 1993
siles totalling 354 biltion cubic feet. AEC also owns one-halt of Pan-Alberta Resources Inc. which has
& 30 percent interest 11 the Empress 1 natural gas liquids extraction plant, which operates on a cost-of -
service basis. As well, Pan-Alberta Rexources profits from a share of natural gas Jiguids exiracted from

the Pan-Alberti gax stream processed by the Empress and Cochrane plunts.

CHIEFTAIN INTERNATIONAL, INC.

AEC owns 22 pereent of Chieftain which explores tor and produces natural gas and oil. mainly in the
Gulf Coast region of the United States. Daily 1993 natural gas sales averaged 48 mullion cubice tee
compiared with 1992 sales of 41 million cubic feet. Conventional oil and NGl sales were 1.830
barrels per day compared with EROO barrels per day in 1992, Chieftain also holds gas and oil rights in
the British sector of the North Sea and 1s exploring m Libya and Peru.
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PIPELINES

AEC operates three oil pipeline systems in Alberta and has interests m a number of other pipelines.
These investments provide a significant. stable source ol cash flow and earnings. contributing 20
percent of AECTs operating income and 17 percent of operating cash flow in 1993, not including
equity carnings of afliliates. While pipelines currently account for |3 percent of AEC assets. the
Company continues to evaluale opportunities for growth through expunsion of its existing systems and

development or acquisition of new pipelines,

ALEC has euned a reputanion for providing rehable. cost-elfective, sife and efficient pipeline services
W its customers, In 1993, AEC Pipelines completed seven years with no lost-time accidents, This
equates 1o 1.2 nullion man-hours of safe operations, As well as ongoing audits 10 ensure sale work
practices are bemny followed. the division also completes regular reviews of its procedures to protect

and enhance the environmeni.

CRUDE OIL

Ownership of the Alberta Gil Sunds Pipeline (AOSPL} and Cold Luke Heavy Oil Pipeline (CLPL).
plus interests in other pipelines. makes AEC the largest transporier of oil within Alberta. The
pipelines transport synthetic, heavy and conventional crude oil {rom northern Alberta to refineries in

Edmonton, as well as 1o other pipeline systems which aceess North American markets.

AQSPL throughput during the past year averaged 183,500 barrels per dav compared with 182,000
burrels 1 1992, By the tourth quarter, following relocation of the pipeline at Svnerude and other
system moedificattons, peak pipeline capacity increased to 237.000 barrels per day from 226,000
barrcls per day. Daily throughput on the CLPL system averaged 128,000 barrels compared with
113.000 barrels in 1992,

NATURAL GAS
Detiveries trom the Troguois Gas Transmission system. of which AEC owns 6 pereent. exceeded
expectations. as the northeast Umited States continues to be one of the fastest growing natural zas
markets, A 65 million cubic leet per day expansion of the Troquois system became operational in
November, and an additional 35 nullion cubic feet per day of capacity is scheduled 10 be added in
November 1994,

AEC owns 30 percent of Pacitic Coast Encrgy Corporation (PCEC) which owns and operates the
Vancouver Island natural gas pipeline.

Dwarmembers of the teany wiicl developed ihe plans 1o relocaie
the AQSPL line at Synerude were fodh Labrenz tlefiy and

Burton Pon. One of their challenges was 1o enswre that the

relocated pipeline. o be laid under a busy Svacrude bael rodad,

wenddd withsiand as wmany as hwo linndred 250 00nne triucks using

the road each dav.




NEW PIPELINE OPPORTUNITIES

Apalyses of crude oil markets indicate that new export market opportunities exist for Alberta
producers. Based on this work, AEC filed an application with the National Energy Bourd (NEB) in
October for upproval to build a new North American oil pipeline. The proposed Express Pipeline was
planned to transport up to 180,000 barrels per day

from Huardisty. Alberta. 1o Casper. Wyoming. Pipeline Rate Base Summary

. . . N
I'he proposed project did not, however, attract (& illicans)

ARC Rale Bise Operating Invome
sufficient throughput commitment from Alberta Interest 1993 1992 1993 1992
producers for AEC to proceed. and the NEB ADSPL. 100% 69 57 s 9
- . . : C MmMS 3
application was withdrawn. CLPL lQﬂ e SR
Other Various 6 7 1 2
In 1993, AEC ftiled an upplication with the Total 280 269 40 ¥
Alberta Encrgy Resources Conservation Board Fquit Ivesiment Tguins Famings
for approval to expand the Cold Lake pipeline. 1993 1992 1993 1992
1 - . i O
The expansion would serve heavy oil pro- Iroquais 6% 13.2 144 28 1]
. . - PCEC S0% 171 171 - 1.2
ducers in the Frog Luke area of northeastern - -
T'olal 303 314 28 2.3

Alberta. The Company currently is contirming
the level of customer commitment 1o this

possible expansion.

The supply of water for heavy o1l production in the Cold Lake region has been reviewed by a task
torce appointed by the Alberta Government. AEC is monitoring activity in the arca and will be able to

respond with a pipeline proposal when the government reaches a decision on the water source.
FOREST PRODUCTS

The objective of the forest products division is 10 optimize profitability by targeting specitic high-
value end uses and maintaining a focus on market needs and customer service. AEC's investment in
wood products and pulp represents aboul 6 percent of the Compuny s assets. In 1993, the contribution
from wood products wis very strong at |9 percent of operating mcome and 13 percent of operating
cash ow, offser to u degree by equily losses in the pulp partnership. AEC’s forest products operations
are supporied by close 10 2 nullion acres of umberland held under long-ternt agreements with the
Alberta Government. These resources are becoming increasingly more valuable as timberland available
worldwide to neet market demand becomes more and more scarce. The Company manages its forestry

assets on a sustained yield basis,

WOOD PRODUCTS

Annual sales of Ranger® lumber trom the Blue Ridge mill decreased 2 percent to 212 million bourd feet.
Lumber prices reached record levels. increasing by about 50 percent as economie recovery sirengthened
in North America and timber supplies tightened. Upgrading of the lumber mill continued, with a view to
increasing lumber recovery, enhancing product quality. and improving operating efficiencies,
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Sales of medium density fibreboard (MDIEF) were 65 million square fect. up 10 percent. while prices
increased 22 percent. The Compuny began suceessful marketing of mouldings produced from
Ranger” MDFE and believes that this business offers very attractive growth opportunities. Because
demand for Ranger® MDF exceeds production capacity, debonlenccking of the existing facility s

being examined.

PULP
Pulp markets and prices were weak throughour 1993 duce 1o depressed economic conditions, mainly m
Europe, and high pulp inventories worldwide. AEC's 75 percent share of Slave Lake Pulp Corporation

(SLPC) shipiments wax 89,259 air dried tonnes compared with 81.572 wir dried tonnes m 1992,

The SLPC tacility produces high-guality chemi-thermo-mechanical pulp through an environmentally
friendly chlorine-free process. It is sold 10 prnting. writing and specialty grade paper producers in
Europe, North America and Asi. ARC s partner in this venture is MoDo Canada Tne.. a subsidiary of
Mo och Domsjis AR of Sweden, one of the world's Largest forest products companies. SLPC pulp s

sold through the worldwide marketng network of MoDwo.

FORESTRY

AEC s forestry resources, held under long-term agreements with the Alherta Government, are
compriscd of deciduous aspen trees for the Slave Lake Pulp faciliy and coniferous spruce. pme and
fir to support the facilities at Blue Ridge Lumber. Consistent with the Company's poiicy of managing
its forestry assets on a sustained vield basis, during 1993 approximately 4.6 million trees were planted
compared with the 2.9 nullion trees that were harvested.

During 1993, the Alberta torest products industry and the Alherta Government held discussions
regarding stumpage rates on coniferous timher used in sawmill operations in response o the
government’s stated inlention 1o increase the rates. Significantly higher stumpage rates associated

with coniferous lumber production in Alberta are anticipated i 1994,

Ranger- MDI' iy wsed to mamifaciire
decarative mowldings for end uses such as
hasehoards. door fambs, chair vaily and
decorative window casines. Brian Mol.eod.
Manager MDF Muarkeiing, inspecis a moulding

diering production.




CORPORATE REVIEW

AEC AND THE COMMUNITY

AEC PEOPLE

ALC and its employees are major contributors to the quality of Hife and success of several
communitics throughout Alberta. In addition 10 activities ~such as creating jobs and supporting
suppliers. AEC and its people invest i Alberta and the community at large Urough their charitable

donations and gifts of velunteer time.

A wade spectrum ol orgunizations and prajects received corporale contributions during 1993, bringing
ALEC s 1otal gitts to more than S700.000. Although priority 15 placed on activitics in communities where
ALC hies operations and a large emplovee base, the Company also supports a number ol provincial and
mittional organizations whose activities beneli
the commumity w large. The Conpany does nat Corporate Contributions by Category

fund any pelitical or religions activities, AEC W0, Jeducanion

200 Teahth and Wellare

also has o program through which it matches the

contributions s employvees make 1o registered . ‘
utions s employces make 1o reg 1S Lnted W

Canadian churities, As well. AEC encourages T —
15% Commumiy /g

its employees o participate in volunteer activities
109 Ants and Culiure

10 develop their shills ws well as (o benefit
. 107 Athlenes
the community.

ALC s people wre an importani reseurce to bath
the Company and the community. They wre
committed to increasing productivity in their
respective positions. while maintaining or even increasing cost efficiencies. They have extensive skalls
and expertise which have conributed to past and current AEC successes. AEC employees also are

salely conscraus and environmentally responsible.

Advances in information technology continue to drive changes in the workplice and create new
opportunities Tor the Company. AEC emplovees are open o change and have the ability 1o
successfully pursue these opportunitics,

The worldwide marketplace is becoming much more complex and competitive, AEC places a high
value on specialized technical shills and also recognizes the importance ot a worktoree with broad
skills and abilities in remaining successtul in the future. During 19930 the Company initiated ARC
LEAD. a process to create o working environment in which cmployvees will he continually learning and
applying new skills to benefin both themselves und AEC. The orguntzation will aim 1o be increasingls
entreprencurial and etficient. Innevation will be turther encouwraged. results rewarded. and teimwork

and openness key ingredienis in dav-1o-day operalions.

For the fast five vears. AEC has been commitied to the Canadian Cenire jor
Phitanthropy IMAGINE campaign. which enconrages inereased corporate aiid
individual support af the conmmmmity. AIMAGINE comipanies like AEC donate ar least

one percent of thetr average previous three years' pre-tay profits to chariy.
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MANAGEMENT DISCUSSION AND ANALYSIS

Fey B Reap I Cong e piow Wi 1
FUYS AT LD CONSOE T ER PN IT SEEAT N

FC Pty aee wle P92 conronnts cotfess otherwise stuteds

Net earmings and cash {low from operations achieved record levels in 1993, with net carnings
increasing 117 pereent to $91.6 million and cash tlow [rom operations inereasing 19 percent to $267.5
million. Revenues increased 10 percent to $626.2 million, with gatns in O1] and Gas and Forest
Products more than offsetting the reduction in revenue from the sale of Fertilizer, Coual and Drilling
operations. Operating expenses increased 2 percent becuuse the reduction attributable 1o the sale of
Fentilizer. Coal and Drilling was offset by moereases in Oil and Gas expenses resulting from volume
gains and increased operating activities. Interest expense decreased by S15.0 millhion reflecting
lower debt balances and a lower average interest rate. Depreciation, depletion and amortization wis
reduced by $4.8 million. poimarily a result of the sale of assets. Equity loss increased as the loss from
Slave Luke Pulp Pantnership was higher. Income taxes increased from 9.2 million 10 $54.4 million
reflecting the higher level of operating income in 1993, Cash tlow from operations of $267.5 million
was otherwise reduced by cash income taxes which increased to $47.6 million, compared with

$3.6 million iy 1992 and did not include $16.8 million from assers which subsequently were sold.

Oil and Gas revenues were up S86.9 million reflecting an increase of 546.0 million related 1o a 28
percent inerease in the gas price to $1.76 per nulhion BTU ($1.75 per thousaud cubic feet); an inerease
of $16.0 million reflecting an 11 pereent gas volume increase to 332 million cubic {eet per day. and a
$17.53 million reducuon in revenue caused by i 7 percent decrease in oil prices. Svoerude revenues
inereased $35.3 million as volumes increased by 24 percent to 22,118 barrels per dav. a result of
record Synerude production and AEC™s acquisinon of an additional 3.75 percent interest in Syncrude.
Revenues were reduced by $17.6 million associated with mereased rovalties cluding $3.1 million for
Syncrude. Qil and Gas revenues also included $13.2 million related to the settlement of a gas pricing
arbitrution and the decontracting of certain gas volumes, Revenue from marketing activities increased

by $10.3 million. Other revenues decreased by $0.8 million.

Niutural gas unit operating costs averaged 30.24 per thousand cubic feet, a reduction of 4 pereent.

reflecting AEC s continued ¢ffonts to control cosis,

1993 Revenues, Net of Royalties

8 ey

200,10 Natural Gas and NGLs Pipelines 823

(69,5 Svnerude Conventional Oil 40,3

I14.1 Forest Products Marketing 189
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In 1994, oil and gas production is expected to be higher, oil prices are expected to decline, and gas
prices are expecled to increase. Revenue from marketing activities is expected to increase primarily
from the provision of third-party storage services. In addition, AEC’s inventory of gas in storage at
year-end amounted 10 6 billion cubic fect available for future sale.

Pipeline revenues of $82.3 million were reduced by 2 percent over 1992 and are expected to be at the
same level for 1994, Pipeline operating expenses included $5.3 million related to the abandoned
Express Pipeline initiative.

Forest Products revenues increased by 38 percent to $114.1 million, reflecting a 50 percent increase in
lumber prices and 22 percent increase in medium density fibreboard prices, with some minor changes
in volumes. Pulp prices were reduced by 23 percent, while pulp sales increased.

In 1994, wood product prices are expected to increase slighily from 1993 levels, while some
improvement in pulp prices also is expected. In addition, operating costs will be impacted in the
lumber area as a result of increased stumpage fees to be paid to the Alberta Government.

Capital investment increased by 168 percent in 1993 to $275.3 million, mainly in Oil and Gas
including investments in exploration, gas storage, and the Caribou Lake gas plant and the acquisition
of an additional 3.75 percent interesl in Syncrude,

Capital investment for 1994 is expected to approximate the 1993 level and will be funded from cash
flow from operations. Investments declined by $27.7 million, primarily reflecting the sale of the
tertilizer assets,

Long-term debt declined by $19.6 million as cush generated from operations and assel sales exceeded
cupital investment and other requirements. The debt-to-cash flow ratio declined to 1.6 times, The
debt-to-equity ratio was reduced to 31:69 and is not expected to change materially through 1994, The

average term to maturity of long-term debt is 1804 Sensitivities

6.0 years and approximately 95 percent of it is Net Earnings and

unsecured. At year-end, approximately $280 Cash Flow from Operations

million was available in unused long-term i millions)
lines. Interest expense for 1994 is expected to Cush :
Flow Earnings
increase marginally since the average interest T 7T OS] US/Barrel West Texas Intermediate}

rate will be higher, 77 Gas (S0 0/mittion BTU)

Results for 1994 are dependent on product 4 4 Lumber $3¥Thouwsard Board Feerr®
prices and the exchange rate, as neted in the 4 3 SUS/SCdn (80.07)
sensitivities graph opposite. and ongoing

operating activities. i

* Represents a 10 percent price change.
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MANAGEMENT REPORT

The accompanying consolidated financial statemenis 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 accounling principles and include cerlain estimates that reflect
Management's best judgements. Financial information contained throughout this annual report is consistent
with these financial statements,

Management has developed and maintains an extensive system of intenal control that provides reasonable
assurance that all transactions are accurately recorded, that the financial statements realistically report the
Company's operating and financial results and that the Company's assets are safeguarded. The Company’s
Internal Audit department reviews and evaluates the adequacy of and compliance with the Company’s
internal controls. As well, it is the policy of the Company to maintain the highest standard of ethics in all s
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 Company’s last annual meeling to examine the consolidated financial statements and provide an
independent professional opinion.

%"‘ 7*37’-—\ @D@Z;p\g

G. Morgan J. D. Watson
President and Vice-President, Finance
Chief Executive Officer and Chief Financial Qfficer

AUDITORS’ REPORT

TO THE SHAREHOLDERS OF ALBERTA ENERGY COMPANY LTD.:

We have audited the consolidated balance sheets of Alberta Energy Company Lid. as at December 31, 1993
and 1992 and the consolidated statements of eamnings, retained eamnings and changes in financial position
for the years then ended. These financial statements are the responsibility of the Company's management.
Our responsibility is Lo 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
mailerial misstatlement. 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 Company as at December 31, 1993 and 1992 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, 1994
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CONSOLIDATED STATEMENT OF EARNINGS

Year Ended December 31
(3 mitlions, except per share amoinis)

Note
Reference 1993 1992
Revenues, Net of Royalitles $ 626.2 $ 5675
Costs and Expenses
Operating 295.6 290.8
General and administrative 17.9 18.0
Interest, net 2 223 313
Depreciation, depletion and amontization 137.6 142.4
473.4 488.5
Non-recurring items 3 - (29.2)
Earmings Before the Undernoted 152.8 49.8
Equity (loss) earnings (6.8) 1.6
Income taxes 4 (54.4) (9.2)
Net Eamings $ 91.6 $ 422
Eamings per Common Share
Basic $ 123 $ 0.53
Fully diluted $ 1.21 ) 0.53
CONSOLIDATED STATEMENT OF RETAINED EARNINGS
Year Ended December 31
(S millions)
1993 1992
Belance, Beginning of Year $ 2534 $ 24038
Net Eamnings N6 422
345.0 283.0
Dividends — Preferred Shares 5.8 5.8
— Common Shares 243 238
30.1 29.6
Balance, End of Year $ 3149 3 2534

See accompanying notes 1o the consofidated financial statements.
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CONSOLIDATED BALANCE SHEET

As at December 31
(% millions)

Note
Reference 1993 1992
ASSETS
Current Assets
Cash and short-term investments,
at cost which approximates market $ 807 $ 16.6
Accounts receivable and accrued revenue 101.6 75.2
Inventories 5 38.7 33
221.0 123.1
Investments 166.5 194.2
Property, Plant and Equipment 7 1,665.1 1,576.9
Defaerred Charges and Other Assets 37.0 387
$ 2,089.6 $ 19329
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabliities
Accounts payable and accrued liabilities $ 1523 5 99.4
[ncome taxes payable 39.3 2.6
Current portion of long-term debt 9 2.9 29
194.5 104.9
Long-Term Debt 9 430.0 449.6
Other Liabllities 40.3 327
Deferred Income Taxes 445.1 438.6
1,109.9 1,025.8
Shareholders' Equlty
Share capital 10 662.5 651.8
Retained earnings 314.9 2534
Foreign currency translation adjustment 23 19
979.7 907.1
$ 2,089.6 $ 19329
Approved by the Board:
W Director /( Z )‘fmzﬁ«-y—u/ Director
See accompanying notes to the consolidared financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

Year Ended December 31
(% millions, except per share anounis)

1993 1992
Operating Activitios
Net eamnings $ 916 $ 422
Depreciation, depletion and amortization 137.6 142.4
Deferred income laxes 6.8 5.6
Dividends in excess of equity eamings 229 10.3
Other 8.6 24.8
Cash Flow from Operations 267.5 225.3
Net change in non-cash working capital 54.8 1.1
3221 2264
Investing Actlvities .
Purchase of property, plant and equipment (259.5) (90.3)
Additions to equity investments {15.8) (12.4)
Proceeds on disposal of assets and investments 61.2 53.1
Repayment of advances from affiliates 3.0 6.7
Other 4.0 (1.1)
(207.1) (44.0)
Dividends
Preferred share dividends (5.8) (5.8)
Commeon share dividends {24.3) (23.8)
(30.1) (29.6)
Increase in Cash before Financing Activities 849 152.8
Financing Actlvities
Issue of long-term debt 111.9 116.8
Repayment of long-term debt (143.4) (275.3)
Issue of common shares 10.7 16.5
{20.8) (142.0)
Increase in cash and short-term investments $ 641 $ 10.8
Cash and short-term investments, end of year $ 807 $ 16.6
Cash Flow from Operations per Common Share
Basic $ 375 $ 3.19
Fully diluted $ 3.54 $ 3.06

See accompanying notes lo the consolidated financial staiements,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

{tabular amounis in § millions, unless otherwise indicared)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{A) PRINCIPLES OF CONSOLIDATION

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

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

Investments in companies and partnerships over which the Company 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
the inside back cover.

(B) PROPERTY, PLANT AND EQUIPMENT

Oll and Gas

Conventional
The Company accounts for conventional oil and gas properties in accordance with the Canadian
Institute of Chanered 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 country by country basis. Direct general and administrative costs
related to exploration aclivities are capitalized.

Depletion and depreciation is calculated using the vnit-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 unproven properties as well as estimated future costs to be incurred in developing proven reserves.

Future removal and site restoration costs are estimaled and recorded over approximately 20 years.

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

Ol sands

Property, plant and equipment associated with both surface mineable and in situ commercial oil sands
projects is 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 a straight-
line method over terms up to five years,

Gas storage facilities
Property, plant and equipment is recorded at cost and depreciated on a straight-line basis over
approximately 20 years.

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

ALBERTA ENERGY COMPANY LTD. 25



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

{tabular amounts in § millions, unless otherwise indicated)

Forest Products
Property, plant and equipment is depreciated on a straight-line basis over the useful life of the assets,
which averages approximately 10 years.

Reforestation costs are expensed as incurred.
Other

Other property, plant and equipment is carried at cost and is depreciated on a straight-line basis over
the useful life of the assets.

(C) FOREIGN CURRENCY TRANSLATION

(D)

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 converied using average annual rates. Translation gains and losses relating to these subsidiaries are
deferred and included in shareholders’ equity.

Long-term debt 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 debt.

PROJECT INVESTIGATION COSTS

Project investigation costs for new business opportunities are charged to eamings 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.

{E)} INVENTORIES
Inventories are valued at the Jower 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 1992 figures have been reclassified for comparative purposes.
2. INTEREST, NET 1993 1992
Interest expense — long-term debt $ 214 $ 344
Foreign exchange expense 5.3 5.7
Interest income (4.4} (2.8)
$ 223 $ 37.3
3. NON-RECURRING ITEMS

The 1992 non-recurring items include the pre-tax impact of additional depreciation and amortization
related to certain non-strategic assets and the loss on sale of Tri-City Drilling asscts less the gain on
exchange of converlible debentures and on the sale of Chieftain shares and Coal Valley assets. In
addition, the carrying value of the fertilizer assets was reduced to an estimated realizable amount.
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4. INCOME TAXES _ 1993 1992
Current $ 458 $ 1.5
Deferred 8.8 5.6
Albena royalty tax credit (1.8) (1.8)
Large corporations tax 3.6 9
Income taxes $ 544 $ 9.2
The following table reconciles income taxes calculated at

statutory rates with actual income taxes:
Eamings before income taxes $ 146.0 $ 51.4
Income taxes at statutory rate of 44.3% $ 647 $ 228
Effect on taxes resulting from:
Non-deductibility of:
Crown royalties and lease rentals 15.9 10.9
Depreciation, depletion and amortization 6.0 5.1
Equity earnings (5.0) (5.2)
Federal resource allowance {23.0) (16.1)
Utilization of capital losses (1.0) (9.4)
Utilization of U.S. tax losses (3.2) (1.6)
Alberta royalty tax credit (1.8) (1.8)
Large corporations lax 3.6 39
Other, net (1.8) 0.6
Income taxes (Effective rate: 1993 - 37.3%; 1992 — 17.9%) $ 544 b 9.2
The Company’s U.S. subsidiaries have approximately U.S. $9.2 million of tax losses available which
can be applied, with certain restrictions, against future taxable income eamed in the U.S. The benefit
of these tax losses, which will expire between 2001 and 2003, has not been recorded.

6. INVENTORIES 1993 1992

Oil and Gas Forest Products Total
Parts and supplies $ 121 $ 41 $ 16.2 $ 149
Raw materials 0.2 8.8 9.0 8.6
Finished goods - 3.2 3.2 4.4
Gas in storage 10.3 - 10.3 34
$ 226 $ 161 $§ 387 § 313
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6. INVESTMENTS Percent Interest 1993 1992
All of the following investments are
accounted for using the equity method.
Companles:
AEC Power Lid. (50% voting) 66.67 $ 309 3 314
Chieftain International, Inc. 21.6 39.0 39.2
Pacific Coast Energy Corporation 50 17.1 17.1
Pan-Alberta Gas Ltd. (40% voting) 49.995 10.9 9.5
Pan-Alberta Resources Inc, (40% voting) 49,995 3.7 6.6
Partnerships:
Cominco Fertilizers Partnership (1992 - 25%) - - 18.1
Iroquois Gas Transmission System, L.P. 6 13.2 14.3
Slave Lake Pulp Partnership 75 51.7 58.0
$ 166.5 h) 194.2
7. PROPERTY, PLANT AND EQUIPMENT 1993 1992
Accumulated Accumulated
depreciation, depreciation,
depletion and depletion and
Cost amortization Net Cost amortization Net
Oil and gas $23129 §$ 9256 $1,387.3 $2,0887 % 8251 51,2636
Pipelines 370.4 159.8 210.6 359.3 144.8 214.5
Forest products 100.8 56.8 44.0 93.9 525 41.4
Other 45.6 224 23.2 144.8 87.4 57.4
$28297 $1,1646 § 1,665.1 $2,686.7 3$I1,1098 §1,5769
8. DEFERRED CHARGES AND OTHER ASSETS 1993 1992
Unrealized foreign exchange loss, net of amortization $ 27.7 $ 22.0
Deferred pension assets 84 10.4
Investment tax credit - 5.0
Other 1.2 1.3
$ 370 $ 38.7
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9. LONG-TERM DEBT 1983 1992
Canadian dollar debt:
Revolving credit and term loan borrowings
Term loans - 105.0
Notes payable 36.9 584
First Mortgage Sinking Fund Bonds
Series A, 9%, due June 1997 8.4 98
Series B, 9%, due June 1997 10.2 11.6
Mortgage, 11.75%, due September 2000 4.8 4.9
Unsecured debentures, 8.15%, due July 2003 100.0 -
U.S. dollar debt:
Revolving credit and term loan borrowings
Notes payable (U.S. $118,3 million,
1992 - U.S. $119.2 million) 156.7 151.5
U.S. swap agreement, due June 1996 (U.S. $87.6 millicn) 115.9 111.3
432.9 452.5
Current portion of long-term debt 2.9 2.9
430.0 449.6

(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:
1994 ¥ 29
1995 29
1996 118.8
1997 16.5
1998 0.2

(8) REVOLVING CREDIT AND TERM LOAN BORROWINGS

The Company has $375 million of revolving credit and term loan facilities available with three banks
of which $181 million was unutilized at year-end. One facility is fully revolving for a 364 day period
with provision for extensions at the option of the lender and upon notice from the Company. If not
extended, the facility converts to a non-revolving reducing loan for a term of 6.5 years. The cther two
facilities also are fully revolving, one for a 2 year period and the other for a 2.5 year period, with
provisions for yearly extensions at the option of the lenders following notice from the Company. 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 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.
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The Company also has a $75 million unsecured revolving credit facility, none of which was utilized at
year-end. This facility is fully revolving until maturity in 1998 and provides for an exiension to 1999
and successive anniversaries thereafter, at the option of the lender following notice from the
Company. If not extended, the facility is repayable at maturity. The facility may be drawn m U.S.
dollars to a maximum of U.S. $25 million. Amounts drawn under this facility bear interest at the
higher of prime commercial lending rates or at Bankers™ Acceptance rates or LIBOR plus an
applicable margin.

Alenco Inc., a subsidiary of the Company, has a U.S. $20 million unsecured revolving credit and term
loan facility, none of which was utilized at year-end. This facility is guaranteed by the Company and
is fully revolving until 1995 with provision for yearly extensions at the option of the lender following
notice from Alenco Inc, If not extended, the facility converts 10 a reveolving 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 10 November 18, 1994, with a weighted average interest rate of
3.85% (1992 — 5.59%). Notes payable shown as long-term debt represent amounts which are not
expected Lo require the use of working capital during the year and are fully supported by the
availability of term loans under the revolving credit facilities.

(C) FIRST MORTGAGE SINKING FUND BONDS
Alberta Oil Sands Pipeline Ltd. (“AOSPL"), a subsidiary of the Company, is obligated to retire $2.8
million of these bonds annually. The bonds are secured by both a fixed and floating charge on
AQSPL’s assets that relate to the Syncrude project which at December 31, 1993, had a carrying value
of $72.8 million. The participants in the Syncrude project, including the Company 1o the extent of
13.75%, are committed to provide funds for the repayment of these bonds.

AOSPL has initiated the redemption of the bonds effective March 31, 1994, The bonds are expected 1o
be replaced with long-term debt.

{D) UNSECURED DEBENTURES
During the year, the Company issued $100 million in unsecured debentures bearing interest at 8.15%
payable semi-annually. The debentures mature on July 31, 2003.

{(E) U.5. SWAP AGREEMENT
The Company has entered into a U.S. dollar swap agreement which effectively converted Canadian $100
million unsecured debentures, which bear interest a1 10.50%, into U.S. dollar debt of $87.6 million
bearing interest at a rate set semi-annually. The average rate for 1993 was 3.68% (1992 — 4.68%).
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10. SHARE CAPITAL

Authorized

20,000,000 First Preferred Shares
20,000,000 Second Preferred Shares
20,000,000 Third Preferred Shares
Unlimited Common Shares
5,000,000 Non-Voting Shares

On December 17, 1993, sharcholders of the Company approved the change of authorized Common
Shares from 300,000,000 to unlimited.

Issued and Outstanding 1993 1992

Number Number
of Shares Amount of Shares Amount

Second Preferred Shares, Series 2
7.75% Deferred Convertible Redeemable

with a paid up amount of $25 per share 2,999,700 $ 75.0 2999700 $ 750
Common Shares
Balance, beginning of year 69,388,861 576.8 68,026,490 560.3
Issued for Cash
Shareholder Investment Plan 358,783 7.3 1,214,888 14.7
Employee Savings Plan 52,034 1.0 95,533 1.2
Employee Share Option Plan 193,769 24 51,950 0.6
Balance, end of year 69,993,447 587.5 69,388,861 576.8
$ 662.5 $ 6518

(A) SECOND PREFERRED SHARES, SERIES 2
Subject to certain conditions, the shares are redeemable at the option of the Company at prices varying
from $25.50 to $25.00 per share, Dividends relating 1o 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,

(8) EMPLOYEE SHARE OPTION PLAN
The Employee Share Option Plan provides for granting to employees of the Company and its
subsidiaries options to purchase Common Shares of the Company. 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.

At December 31, 1993, employee share options, exercisable between 1994 and 2000, were
outstanding to purchase 2,265,356 (1992 — 1,315,375) Common Shares at prices ranging from $12.04
to $20.13 per share.

ALBERTA ENERGY GOMPANY LTD, 31



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

{(tabuiar amounts in 3 millions, unless otherwise indicated)

{C) ALBERTA ENERGY COMPANY ACT
The Alberta Energy Company Act was repealed effective October 29, 1993, This Act, among other
things, restricted ownership of Common Shares in the Company.

11. SUPPLEMENTARY INFORMATION

(A) UNINCORPORATED JOINT VENTURES
The Company has included in its accounts the following aggregate amounts in respect of major
unincorporated joint ventures:

1983 1992
Assels $ 3511 $ 3605
Liabilities 58.8 344
Revenues, net of royalties 173.7 208.5
Expenses 144.0 162.4

In addition, one of the Company’s unincorporated joint ventures has a defined benefit pension plan. At
December 31, 1993, the market value of the Company's share of pension fund assets was $51.7 million and
the Company's share of accrued pension liability, as estimated by the joint venture’s actuaries, was
$49.4 million.

(B) PARTNERSHIPS
The Company accounts for partnerships using the equity method. Following are the aggregate amounts
of the Company's interest in the partnerships:

1993 1992
Assels $ 2201 $ 2456
Liabilities 155.2 155.8
Revenues 33.5 50.8
Expenses 52.0 60.8

(C) CAPITALIZED GENERAL AND ADMINISTRATIVE EXPENSES
General and administrative expenses capitalized to oil and gas properties during the year amounted to
$6.7 million (1992 — $6.5 million).

{D) CEILING TEST PRICES
The prices used in the ceiling test evaluation at December 31, 1993, of the Company’s conventional
reserves were as follows:

Natural gas $ 2.27 per million BTU
Oil and natural gas liquids $ 11.67 per barrel
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{E} PENSION PLANS

The Company has a defined benefit pension plan which covers substantially all employees. The plan
provides pension benefits upon retirement based on length of service and final average earnings.

The cost of pension benefits earned by employees is determined using the projected unit credit method
and is expensed as services are rendered. This cost is actuarially determined and reflects
management’s best estimate of the pension plan's expected investment yields and the expected salary
escalations, mortality rates, termination dates and retirement ages of pension plan members. The plan
is funded as actuarially determined in accordance with regulatory requirements through contributions
to a trust fund.

The cumulative difference between the amounts funded and expensed is reflected as a deferred asset
in the consolidated balance sheet.

At December 31, 1993, the market value of pension fund assets was $64.0 million (1992 — $53.2 million)
and the accrued pension liability, as estimated by the Company’s actuaries, was $43.3 million
(1992 — $38.0 million).

{F} RELATED PARTY TRANSACTIONS

During the year, the Compaay sold approximately $27.7 million (1992 — $38.9 million) of natural gas
to affiliates at market prices of which $2.8 million (1992 - $2.3 millicn) is included in accounts
receivable at year-end.

12. SEGMENTED INFORMATION

Oil and Gas Pipelines Forest Preducts Corporate and Other Total
1993 1992 1993 1992 1993 1992 1993 1992 1993 1992
Revenue, net of royalties $ 4298 $ 2429 $ 823 § 842 $ 1141 % 829 $ - § 575 % 6262 $ 567.5
Operating costs 196.0 159.4 27.0 202 72,6 69.2 - 42,0 295.6 290.8
Depreciation, depletion
and amortization 115.2 107.2 15.0 16.1 5.0 5.6 - 10.9 135.2 139.8
Operaling income 118.6 76.3 40.3 47.9 36.5 g1 - 4.6 195.4 136.9

Equity earnings (loss) 1.5 10.5 28 2.3 (21.1) (14.1) - 2.9 {6.8) 1.6
Divisional income (loss) $ 130.1 § 868 $ 431 § 502 $ 154 $ (6.0) $ - % 75 188.6 138.5
Less:
Corporate G&A 17.9 18.0
Corporate DD&A 2.4 26
Interest, net 223 373
Non-recurring items - 29.2
Income taxes 54.4 9.2
Net earnings $§ 918 § 422

Identifiable assets

$1,5748 514158 $253.2 $ 2554 § 1199 $ 1203 $ 1417 § 1414 $2,080.6 §$1,932.9

Additions to property,
plant and equipment

and investments

$2334 $ 763 $ 121 § 44 8% 224 5 116 & 74 § 104 § 2753 § 1027
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SUPPLEMENTAL STATISTICAL INFORMATION

(unaudited)

OPERATING STATISTICS 1993 1992 1991 1990 1989

Sales Year Q4 03 2 Ql Year Q4 Q3 Q Q!

Produced Gas

{million cubic feel per day) 332 144 34 12 358 00 24 274 317 286 273 272 272

Conventional (il

{barrels per day) 7,939 8,182 8577 8.055 6918 6,886 7.342 7172 6,396 6,627 5,419 6,148 6,406

Natural Gas Liguids

(barrels per day) 984 S04 909 975 1,152 1,003 8390 1,175 1,143 853 1.051 732 -

Synthetic (il

{barrels per dayj 22,118 28470 26,650 18,803 14.345 17,870 20,274 17,039 16,763 17,386 16,510 15,534 14,804

Lumber

million board feer) 212 52 57 55 48 217 53 50 58 56 209 196 201

Medium Density Fibreboard

(million square feet) 65 16 17 17 15 59 14 15 15 5 60 59 63

Pulp

(thousand air dried tonnes) 89 22 24 23 20 82 22 20 26 14 29 - -

Per Unit Results

Produced Gas

(5 per thausand cubic feet)
Price 1.75 2.09 1.73 1.63 1.54 1.37 1.56 1.41 1.28 123 1.35 1.52 1.43
Royalties 0.24 030 022 024 020 0.15 0.15 0.t6 014 014 0.14 0.17 0.16
Operating Costs 0.24 027 025 022 022 0.25 036 023 018 021 (.23 0.22 0.22
Net Back 1.27 1.52 1.26 1.17 1.12 0.97 1.05 1.02 096  0.88 0.98 1.13 1.05

Convenltional Qil

(3 per barrel)
Price 1593 1488 1508 17.25 1673 1688 17.92 18.15 17.30 1391 15.73 21.87 16.89
Rovalties 2.0 1.44 185 228 259 2.53 2.83 2381 212 230 273 330 2.36
Operating Costs 4.06 514 401 294 414 360 289 453 350 347 5.20 3.84 3.64
Net Back 9.86 830 922 1203 1000 10.75 1220 1081 11.68 8.14 7.80 14,73 10.89

Natural Gas Liquids

(& per barrel)
Price 1571 1452 16.05 1545 16.62 1479 1622 1550 1251 15.50 14.52 16.09 -
Royalties 4.04 353 445 588 34l 412 292 663 242 413 3.94 1.74 -
Net Buck 11.67 1099 1160 957 1321 10,67 13,30 887 1004 11.37 10.58 14.35 -

Synthetic Oil

(8 per barrel)
Price, Net of Tariff 2097 1959 2081 2245 2210 22779 2374 2385 2338 2005 22.67 26.85 21.45
Gross Overriding Royalty 0.86 016 070 1.61 1.57 1.37 086 1.67 1.63 1.43 1.44 1,72 1.47
Sulphur and Other Revenue (0.19) (029 {0.15) (.19} (0.00) (0.04y  (0.18) - 002 0.4 0.17 0.33 0.30
Royalties 064 (0.18) 049 1.54 1.36 - - - - - - - -
Cash Operating Costs* 1520 1339 1423 1441 2180 1539 1333 1582 1745 1542 16.48 17.53 17.17
Net Buck 5.80 6.25 6.64 792 045 873 11.09 970 758 610 7.80 11.37 6,05

*Note: Syncrude’s average for 1993 wax $15.47 per barrel, AEC's lower
average reflects the additional 3.75 percent interest from July 1, 1993,
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SUPPLEMENTAL STATISTICAL INFORMATION

{unaudired)

Oil and NGL Production by Area Estimate

tharrels per day) 1994 1993 1992 1991 1990 1989
Syncrude 26,150 22,118 17.870 16,510 15.534 14,804
Suffield 3,700 4,186 4,029 3.026 3411 3171
East Peace River Arch 3,200 2,279 1.6l6 1.590 1.622 1.370
West Peace River Arch 1,700 1,582 1.675 1,380 1,154 873
East Central Alberta 650 372 - - - -
Other 600 504 569 474 693 992
Total 36,000 31,041 25,759 22,980 22414 21,210
Gas Production by Area

(million cubic feet per day)

Sufficld 171 178 189 200 214 225
West Peace River Arch 65 54 46 is 21 25
East Central Albena 104 54 2 30 16 13
Other 13 1 t4 13 22 9
Total Field Production 353 297 278 278 273 272
Storage (Injection) Withdrawal 8) 14 22 (3 (n -
Native Gas from Storage - 21 - - - -
Total Produced Gas Sales 345 332 300 273 272 272
Produced Gas Sales by Contract

(mitlion cubic feet per day)

Western Gas Marketing Limited 150 168 178 158 157 162
Pan-Alberta Gas 34 38 44 a7 37 38
Canadian Westem Natural Gas 24 24 19 19 24 24
Alberta and Southem/Pacific Gas and Electric 11 44 27 12 6 2
Other 126 58 32 47 48 46
Total 345 332 300 273 272 272
AECO C HUB™ Market Centre Activity

(million cubic feet per day)

Purchased Gas Sales Through Storage 40 42 77 46 3 13
Gas Purchased For Immediate Resale 55 9 - - - -
Title Exchange 1,000 1,283 189 - - -
Gas Storage Injection/Withdrawal Capacity 1,300 1,060 180 180 120 7
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SUPPLEMENTAL STATISTICAL INFORMATION

(unaudited)

Undeveloped Acreage (thousand acres) 1993 1992 1991 1990 1989
Gross 2,025 1,975 2317 2,772 3,108
Net 1,260 1.084 1,286 1,183 1,138
Reserves
Gas (billion cubic feet)
Before Royalties - Proven 1,482 1.461 1,485 1,398 1,412
- Probable 21 279 254 282 225
- Total 1,803 1,740 1,739 1,680 1,637
Net of Royalties — Proven 1,251 1,278 1,279 1,163 1,266
- Probable 257 230 207 231 195
— Total 1,508 1,508 1,486 1,424 1,461

Conventional Oil and Natural Gas Liguids
(million barrels)

Before Royalties — Proven 18.8 16.9 142 20,0 15.9

- Probable 8.9 8.4 82 6.8 52

- Total 27.7 25.3 22.4 26.8 20.1

Net of Royalties - Proven 15.8 143 1.3 6.1 134

— Probable 8.0 7.2 7.0 5.6 4.3

—Total 23.8 21.5 18.3 217 17.7

Syncrude (million barrels) 246 186 193 199 207

Finding and Development Cost Calculation

Conventional Oil and Gas Investment ($ wmillions)

Exploration {gross) 53.8 229 45.5 52.0 35.0
Development 56.8 25.1 41.5 52.9 26.7
Maintenance 121 87 8.4 8.1 4.6
Minor Acquisitions 17.6 11.1 3.2 7.0 7.9
Total Finding and Development Costs 140.3 67.8 98.6 130.0 74.2
Gas Storage 56.8 - - - -
Major Acquisitions - - - - 76.1
Less Incentives - - (0.8) (1.0y (2.4)
Net Conventional Oil and Gas Capital Investment  197.1 67.8 97.8 129.0 147.9

Proven Reserves Added
Gas (billion cubic feel)

Exploration Discoveries and Extensjons 731 230 63.9 54.6 36.5
Revisions 1.0 35.0 113.7 228 {(76.0)
Acquisitions 67.9 39.1 9.5 12.8 11.8
Total 142.0 97.1 187.1 50.2 (27.7)
Liquids (mitlion barrels)
Exploration Discoveries and Extensions 4.9 23 1.0 1.5 1.6
Revistons (0.7) 2.2 (4.6) 5.1 0.9
Acquisitions 1.0 1.1 0.1 0.1 0.3
Total 5.2 5.6 (3.5) 6.7 28
Total Reserve Additions 10:1
(hillion cubic feet of gas equivalent) 194.0 153.0 152.0 157.0 -
Finding and Development Costs
(% per thousand cubic feer equivalent) - 10:1 0.72* 0.44 0.65 0.83 -
- 611 0.81* 0.52 0.59 1.00 -

* Note: 1993 development costs were higher due to large investment made
i bringing shut-in gus reserves onsiredm in response 1o higher prices.
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SUPPLEMENTAL STATISTICAL INFORMATION

(unandired)
1993 1992 1991 1990 1989
FINANCIAL STATISTICS Year Q4 Q3 Q2 Ql Year Q4 o} Q2 Q!
Net Earnings (8 millions) 91.6 36.2 232 21.6 10.6 42.2 4.9 14.0 16.5 6.8 13.8 53.0 373
Per Share (3) - Basic 1,23 050 031 029 013 053 005 018 022 008 012 (072 052
- Fully ditured 1.2 0.48 031 0.29 0.13 0.53 0.05 018 022 0.08 0.12 0.72 0.52
Cash Flow From
Operations ($ miltions) 267.5 79.6 65.6 64.8 57.5 225.3 51.3 59.8 66.3 47.9 1658 2055 [87.1
Per Share (§ - Basic 3.75 1.12 0.91 0.91 0.81 319 0.72 0.84 0.65 0.68 237 3,01 2496
- Fully diluted 3.54 1.04 0.86 0.87 077 3.06 0.69 081 0.84 0.63 223 2,75 2.71
- Fully diluted, adjusted for
debenture exchange in 1992 306 0.69 081 040 066
Shares
Common Shares Qutstanding
(miltions) 70,0 700 699 699 695 694 694 693 693 681 680 6608 658
Average Common Shares
Outstanding (millions) 69.7 69.9 69.9 69.7 69.4 68.8 69.3 69.3 68.7 68.1 67.4 66.3 60.7
Price Range, TSE (3 per share)
High 23.63 22.88 2363 2200 1938 1700 17.00 1638 1325 12.38 1688 20.25 2275
Low 15,50 1788 1925 1850 1550 .75 1488 1263 9.75 9.88 1150  15.50 15.63
Close 18.50 IB.50 2275 21.83 1875 1625 1625 1563 1325 1063 1250 1688 19.88
Share Volume Traded (millionsi 261 52 &5 87 37 6.6 26 41 47 52 158 174 173
Instaiment Receipts
Price Range, TSE (§ per share)
High 1450 1400 1450 13.00 - - - - - - - - -
Low 888  8.388 1050 10.88 - - - - - - - - -
Close 938 938 1375 1288 - - - - - - - - -
Receipt Yolume Traded
(miltions) 29.2 7.6 127 8.9 - - - - - - - - -
Ratios
Debt/Equity 31:69 3367 42:58 42:58 41:59
Debt/Cash Flow 1.6x 2.0x 18x  dx Ix
Interest Coverage 7.3x 2.5x 1.7 2.2x 1.9x
Return on Common Equity 10.0% 4.5% 1.0%  62% 48%
Return on Capital 5.7% 3.3% 2.1% 4.6% 3AT%
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SUPPLEMENTAL STATISTICAL INFORMATION

{unaudited)

SEGMENTED INFORMATION Gas and NGLs Conventienal Qil Syncrude Marketing and Other  Total O1l and Gas
(8 millions} 1993 1692 1993 1992 1993 1992 1993 1992 1993 1992
Revenue 231.8 157.6 46.2 43.0 174.6 157.8 18.9 8.6 471.5 670
Royalties 30.7 17.7 5.9 6.4 5.1 - - - 41.7 24,1
Net Revenue 2011 139.9 40.3 36.6 169.5 157.8 18.9 8.6 429.8 349
Operating Costs 29.4 269 1.9 11.6 126.9 101.4 24 a7 170.6 140.6
Operating G& A 176 14.2 5.0 38 - - 28 08 254 18.8
Operating Cash Flow 154.1 98.8 23.4 21.2 42.6 564 13.7 7.1 233.8 183.5
Depreciation, Depletion
and Amortization 86.4 79.8 1.8 13.1 13.4 12.4 0.9 0.1 112.5 105.4
Future Site Restoration and Other 1.8 1.4 0.3 (1.5 0.6 (0.1) - - 2.7 1.8
Operating Income 65.9 17.6 1.3 7.6 28.6 44.1 12.8 7.0 118.6 76.3
Equity Eamnings - - - - - - 11.5 10.5 11.5 10.5
Divisional Income 65.9 17.6 11.3 1.6 28.6 44.1 24.3 17.5 130.1 36.8
Totat Ol and Gas Pipelines Forest Products Corporate and Other Total
1983 1992 1993 1992 1993 1992 1993 1992 1893 1992
Revenue 471.5 367.0 82,3 84.2 114.1 82.9 - 58.8 667.9 3929
Royalties aMn.7 24.1 - — - - - 1.3 41.7 254
Net Revenue 429.8 3429 82.3 84.2 114.1 82.9 - 57.5 626.2 567.5
Operating Costs 170.6 140.6 18.0 17.9 68.0 .8 - 41.3 256.6 264.6
Operating G&A 25.4 18.8 9.0 23 4.6 4.4 - 0.7 39.0 26,2
Operating Cash Flow 2338 183.5 55.3 64.0 41.5 13.7 - 15.5 330.6 276.7
Depreciation. Depletion
and Amortization 115.2 107.2 15.0 16.1 5.0 5.6 - 10.9 135.2 139.8
Operating Income 118.6 76.3 40.3 47.9 36.5 8.1 - 4.6 195.4 136.9
Equity Earnings {Loss) 11.5 10.5 28 2.3 (21.1) (14.1) - 29 {6.8) 1.6
Divisional Income (Loss) 130.1 86.8 43.1 50.2 15.4 (6.0) - 7.5 188.6 1385
Less:
Corporatc G& A i7.9 18.0
Corporaie DD& A 24 26
Interest, Net 22.3 373
Non-Recurring lems - 29.2
Incotme Taxes 54.4 9.2
Net Earnings 91.6 42.2
Property, Plant and Equipment 23341 75.7 11.5 30 7.6 7.6 7.4 4.0 259.6 90.3
Investments 0.3 0.6 0.6 1.4 14.8 4.0 - 6.4 16.7 12.4
Capital Additions 233.4 76.3 12.1 4.4 22.4 1.6 7.4 100.4 275.3 102.7
Capital Asscts 1,471.8  ]1.350.3 2409 2459 95.7 95.4 23.2 75.5 1,8316 1.771.1
Other 103.0 65.5 12.3 9.5 294.2 209 118.5 65.9 258.0 1618
Identifiable Assets 1,574.8 14158 253.2 2554 119.9 120.3 141.7 141.4 2,089.6 19329
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SUPPLEMENTAL STATISTICAL INFORMATION

(unaudired)

DIVISIONAL BALANCE SHEET

(8 millions) Qil and Gas Pipelines Forest Products Orher Total
1993 1992 1993 1992 1993 1692 1993 1992 1983 1992
Agsets
Current Assets 170.2 81.0 231 12.3 27.7 20.3 - 9.5 2210 1231
Irtvestments 84.5 B6.7 303 314 51.7 58.0 - 181 166.5 1942
Propenty, Plant
and Equipment 1,406.0 1.278.2 213.7 2171 454 426 - 390 1,665.1 1,5709
Deferred Charges
and Other Assets 28.5 287 4.7 5.2 38 4.3 - 0.5 37.0 387
1,689.2 1.474.6 2718 266.0 128.6 1252 - 671 2,089.6 19329
Liabilities
Current Liabilities 158.4 79.3 15.3 8.0 20.8 14.5 - 3.1 1945 149
Long-Terin Debt 257.0 2599 156.6 161.5 16.4 17.3 - 109 430.0 449.6
Other Liabilities 40.3 327 - - - - - - 403 327
Detferred Income
Taxes 405.0 386.0 .2 35l 8.9 8.8 - 8.7 4451 4386
Divisional Net Assets 828.5 716.7 68.7 61.4 82.5 84.6 - 44 979.7 9071
1,689.2 1,474.6 271.8 2660 128.6 125.2 - 67.] 2,089.6 195329

Note: Corporate assets ave been allocated 1o the divisions.

CAPITAL INVESTMENT (5 millions) 1993 1992 1991 1990 1989
Oil and Gas 197.4 68.4 98.5 129.6 149.5
Syncrude 36.0 79 157 139 8.5
Pipelines 121 4.4 6.2 11.7 13.7
Forest Products 22.4 11.6 38.2 45.2 14.9
Other 7.4 10.4 8.2 23.8 9.3
Total 275.3 102,7 166.8 224.2 195.9
PIPELINES 1993 1992 1991 1990 1989
Throughput (miltion barrels) 183 175 171 174 167
Rate Base ($ millions)
AQSPL 69 57 63 69 75
CLPL 205 205 203 203 202
Other 6 7 ¥ 9 10
Total 280 269 274 281 287
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BOARD OF DIRECTORS

Mathew M. Baldwin
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Enthee Consuliing Lid.
Edmonton, Alherta
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Parkicard Indusiries Lid.
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NOVA Corporation of Alberta
Calgary. Alberta

David E. Mitchell, O.C.
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Alberta Energy Company Lid.
Calgary. Alberra

Hon. Donald S. Macdonald, P.C.
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MoCarthy Téraud!
Barristers and Soficiiors
Toronto, Oniaria

John E. Maybin

Corporate Director
Calyary. Alberia

Stanley A. Milner
President & Chief Execwrive Officer
Chiefrain International, Inc.
Edmonton, Aiberta

SENIOR MANAGEMENT

Gwyn Morgan
President & Chiief Executive Officer
Alherta Energy Company Lid,
Calgary, Alberta

Valerie A. A, Nielsen
Oil & Gas Consultant
Calgary. Alberia

J. Harry Tims
President & Chief Execuiive OQfficer
MeTavish, McKay and Company Limited
{firvestment Conmipany)
Calgary, Atheria

H. Richard Whitiall
Corporate Dirccror
Vanconver, British Columiria

Hector I. McFadyen

Senior Yice-Presideni

Roger D. Dunn

Vice-Presidenr

Kenneth S. Aberle

Directar, Tavation

Gwyn Morgan
President & Chief Executive Officer

John D. Watson

Vice-President. Finance

and Chief Financial Officer

R. Wilham Oliver

Vice-President

Derek S. Bwint
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Wayne G. Holt
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Marcel Preteau
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Drde Rimell

Vice-Presidens, Corporate Services
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Comptrotler
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Corporate Secretary

Richard H. Wilson
Directar. Public Affairs
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Gwyn Morgan
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Dennis W. Comelson
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Hector J. McFadyen

President
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Robert A. Towler
Senior Vice-President,
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Senior Viee-President

AEC PIPELINES
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AEC FOREST PRODUCTS
Richard E. Huff

Senior Vice-Presidemt
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Allan F. Kieman
Senior Vice-President, Production
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CORPORATE INFORMATION

OFFICES

Executive Office

#3000, 421 - 7 Avenue S.W.
Calgary, Alberta T2P 4K9
(403) 266-8111

Registered Office

#1200, 10707 - 100 Avenue
Edmeonton, Alberta T5J 3M1|
{(403)423-8333

TRANSFER AGENT AND REGISTRAR

{Common Shares, Instalment Receipis
and Second Preferred Shares, Series 2)

The R-M Trust Company
Calgary, Vancouver, Regina, Winnipeg,
Toronto, Montreal, Halifax

TRANSFER AGENT, REGISTRAR
AND TRUSTEE

(10.50% Debentures and 8 5% Debentures)

The R-M Trust Company
Calgary, Vancouver, Regina, Wmmpeg
Toronto, Montreal, Halifax

AUDITORS

Price Waterhouse
Chartered Accountants
Edmonton, Alberta

STOCK EXCHANGE LISTINGS

The Albenia Stock Exchange
The Montreal Exchange

The Toronto Stock Exchange
Vancouver Stock Exchange

MAJOR SUBSIDIARIES, AFFILIATES AND
PARTNERSHIPS

AEC Oil Sands Ltd. 100%
AEC Power Ltd. (50% voting) 66.7%
Alberta Oil Sands Pipeline Lid. 100%
Alenco Inc. 100%
Alenco Iroqueis Pipelines Inc. 100%
Alenco Pipelines Inc. 100%
Alenco Resources Inc. 100%
Blue Ridge Lumber (1981) Lid. 100%
Chieftain International. Inc. 21.6%

Alberta Encrgy Company Lid.  10.8%

Alenco Inc. 10.8%
[roquois Gas Transmission System, L.P. 6%
Pacific Coast Energy Corporation 50%
Pan-Albera Gas Lid. (40% voting) 49.9%
Pan-Alberta Resources Inc. (40% voting) 499%
Ranger Forest Products Lid, 100%
Slave Lake Pulp Partnership 5%
MAJOR JOINT VENTURES
Ethane Gathering System 33.3%
Syncrude 13.75%

Alberta Energy Company Lid.  10%

AEC Oil Sands Ltd. 3.75%

(75% of HBOG Oil Sands
Limited Pannership’s 5%)

ANNUAL AND SPECIAL MEETING

The Annual and Special Meeting of Sharcholders
of Alberta Energy Company Lid. will be held in
the Monaco Room, Capri Convention Centre,
3310 - 50 Avenue, Red Deer, Albena, at 3:00 p.m.
local time on Wednesday, April 13, 1994,






