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Production gmwth -total oil and gas produnton is forecast to gn 

' 19 percent in 1997 

- Stock price performsnce - 21 percent compound growth for AEC 

shareholders over three wars.  

financial 

Cash flow from operations ($ millions1 

$per share - basic 

.S per share - fully diluted 

Net earnings i$ millions1 

$per share - basic 

$per  share - fully diluted 

Yearend long-term debt ($ millions1 

Exploration & production 

Transpoifation, storage & processing 

Debt to equity ratio -corporate 

Exploration & production 

Transportation, storage & processing 

Debt to cash flow ratio - exploration & production (times1 

operating 1996 1995 1994 

Produced natural gas sales (million cubic feet per day1 515 320 345 

Total liquid sales ibariels per day) 53,155 42,153 36.820 

Conventional oi l  & natuiai gas liquids sales ibarres per day) 25,559 14,330 10.538 

Syncrude sales (barrels per day) 27,596 27,823 26.282 

Conventional reserve additions, proven plus probable 

fmillion barrels of o i  eqwvaent, 10:11 68.2 28.9 0 . 6  



Coniresr Erpioiar,on s!iarsholders Merger and reorganrarron inro 

acceor AEC merger oPsi rriggenng busmess unrrs underway amrd 

can Only dssc"be '' a war a par ,ilregrartoi> of riro mato, oil and gas Companyk most scrim capital 

of substantial change andpmgrsss in v l ~ ~ l l y  every respect- 
compmres invesrmenr program srrengrhened 

results-based mcenriws, ernploysss 

pnrI,CIPRIe in 'colp~rale drah' and 

policy rewem and developrnenr 01 

Fellow Shareholders, 

I can only describe 1996 as a watershed yaar in  AECs 

history, a year of substantial change and progress In virtually 

everv respect. The Sl.l blllion friendly margar with Conwest 

Exploration In January. the transformatlon of the Company 

into a decentrailzed business unit based organization, AEC's 

largest-aver exploration and development program, the 

extraordlnary progress of the Innovative Express Pipeline 

Project and the Implementation of a new, hlgh-growth, hlgh- 

performance strategic plan have created one of Canada's 

strongest, hlghest-potentlal oil and gas companles.The per- 

formance hlghllghts throughout thls report are the first mlle- 

stones on a new journey for AEC.The success of our strate- 

gic plan will require: 

+ a sustainable growth rate of at least 10 percent with a 

'stratch target' of 15 percent, without reliance on commodity 

price lncreasas 

-+ a high-performance, entrepranaurlal workforce of people 

"AEC seeks to provide superior 

growth in shareholder returns through the 

combined results of seven high-growth, 

high-performance business units:' 

new srralegrc plan 

stretching to excel in  their fields, along with a compensation 

system that rewards results 

-+ the maintenance of solld financial ratios to finance 

growth plans and to capitalize on new opporhmtties 

-+ maxlmlzlng the potentlal of the Company's excaptlon- 

ally strong, hlgh-quality assets 

-+ lnvwtmant declslons based on realistic, fullzycia sco- 

nomles, rather than short-term cash flow returns. 

AEC's new strategic plan also calls for slgnmcant 

lncreasas in  cost effectiveness and efflclency. General and 

administrative lG&A) axpenses per barrel of oil aqulvalent 

decreased 42 percent In  1996, and are expected t o  drop fur- 

ther In 1997. AEC's operatlng-costs are among the lowest i n  

the Industry, making the comblned G&A and operating 

axpenses compatltlve with other hlgh-performance players 

in  the induntry. 

In a nutshell, AEC seeks to provlde superlor growth In 

shareholder m m s  through the comblned results of savan 

hlgh-growth, hlgh-performance business u n b ,  o p d n g  In 

a manner where the corporate offlce adds strength and 

value, rather than bureaucracy. We believe thls orgsnlralonal 

structure glves AEC people a clarfty of p u r p o ~  and an oppor- 

tunity t o  excel, while st the same tlme, mtalnlng the 

strengths of a larger corporation. 

Board 01 Direcrors approves new Firsr cross~border Common Share All fegularory approvals now Board of Dmcrois appire5 !%7 

hrgh-perlornlance giowlh srralegy ollenng oversubscribed. $266 mitiion recetved and conslrucrron corn cap.ra1 budge1 propan, erceed,ng 

Thls report .st. out the key elemems of AECs new explo- 

ration and production (E&P) buslneu unlts.AEC East and AEC 

West would each rank as hlghgmwth, senior oil and gas com- 

panies In an Industry pear cornpallwn. AEC North Is a grow- 

ing Intermediate, whlle AEC Synaude contalns one of our 

company's most prized light oil produclng assas. AEC 

International Is a new busineu unk, but haa already acquimd 

large trscta of International exploration propottles and has just 

begun drilllng.Tha Pipdines end Gas RocsMing Busineu Unit 

has had an extraordlnary ysar with the InnoMtlve 50 percent- 

owned E x p r s s s / P l ~  pipeline project and the completion of 

a 40 parcent-owned natural ga liquid. (NGL.) extraction 

plant.Tha AECO C HUB and Market Centre is North America's 

largest non-utility gas storage facility - another example of 

AECs unlque entrqxaneurshlp and Innovation. 

Ewry succeMful company astabllshes a 'formula' for 

success whlch Is constantly reviewed and lmproved.Tha new 

AEC formula for success In the E&P bushes. Includes: 

--, maintaining or acquiring dominant posltlons In k q  

operating areas through hlgh working lntacem In large 

explomtion land blocks 

+ controlling end operating gatharlng and procaulng 

Infrastructure 

-+ quality work utilizing the latest practical technology by 

people who know the operating area butter than our com- 

paf ton.  

A great example of thls formula In action Is AECs posi- 

tlon In Alberta's West Peace River Arch, where the comblned 

ConwertlAEC sue t .  prwlda a prevalent exploration, gath- 

ering and procesalng position In 4,000 square miles of one of 

Alberta's h o t t a t  areas. Other examples Include AECs 96 per- 

cent average worklng Interest In two mllltsry blocks mai l ing 

3.000 square miles and the northern Alberta shallow gas play 

whlcfi Invokes 2,000 square miles with an svsrsge 89 pa- 

cam working Intereat. 

"Every successful company 

establishes a 'formula' for success which is 

constantly reviewed and improved." 

But the AEC formula goes beyond this clear, effective 

exploration end production strategy. AEC has w m e  unlque 

midstream s u e t .  whlch not only add value to w r  upr t rwm 

buslneu, but elso generats a growing, wlld. non-commob 

m/. prlcalndapendant cash flow stream. 

Combined, the b u d n e u  unlts cream a company wkh a 

aodr markat float that Is the 10th largest of Independent 

upnrsam oil and gas producers worldwide, a company that 



"I am very proud to say that 

the people in the new teams throughout 

AEC have delivered substantial increases in 

shareholder value while effecting this major 

transformation:' 

ranks i n  the top five of publicly-traded Canadian upstream oil 

and gas companies i n  total oil and gas reserves. Even though 

the stock price grew 49 percent during 1996, 1 believe AEC 

shares continue t o  offer exceptional underlying value com- 

pared with the stock price. The reasons for this include an 

overall reserve life that is greater than the industry average 

and midstream assets which are exceptionally long life and 

which are likely to  increase in value over time. 

The merger and transformation of a company AEC's 

size is a very major undertaking. However, even in times of 

major change, shareholders are not inclined t o  wait for 

results at some future date. I am very proud t o  say that the 

people in the new teams throughout AEC have delivered 

substantial increases i n  shareholder value while effecting 

this majer transformation. Highlights of the last 12 months 

include: 

-+ raced cash flew from operations of $412 million 

t Total reserves grew dramatically in 1996 due to the Conwest 
merger, drilling success and recognition of probable reserves at  

Syncrude. 

-+ investment of over $2 billion in capital projects including 

the merger wi th Conwest 

-+ the largest-ever exploration and development program 

-+ the unprecedented Express pipeline project 

-+ record production of 515 million cubic feet of gas per day 

and 53,155 banels of liquids per day 

-+ the successful commissioning of the new state-of-the- 

art Sexsmith Sour Gas and Liquids Processing Plant 

-+ the addition of a new Sexsmith Sweet Processing Plant 

-+ the new gas production facility at Joan 

-+ major new heavy oi l  production facilities at Suffield 

-+ further expansion of AECO C HUB storage 

--r the sale of AEC Power, a milestone which ma&ed the 

completion of AEC's program of disposition of non-core assets 

-+ the successful sale of nearly all the former Conwest non- 

core assets for a price equal to, or greater than, the amount 

estimated at the time of the merger. 

Grassroots exploration and development drilling in 1996 

contributed 95 percent of the 68.2 million barrels of oil equiv- 

alent of proven and probable reserve additions, which is 246 

percent of conventional production. Proven and probable 

finding and development costs were $6.51 per barrel of oil 

equivalent. This includes $0.81 invested i n  a 39 percent 

increase in AEC'r undeveloped North American exploration 
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land base to 4.7 million awes. Proven and probable conven- 

*and oil and gas reserves have now passed the 3 trillion 

cubic feet and 100 million barrels milestones. not including 

AEC Syncrude's huge reserves. 

Resewes are the foundation of an oil and gas company. 

It is important to note that AEC's entwe conventional 

reserves base was evaluated and independently estimated 

by engineering firms commonly believed by many in  the oil 

and gas industry to be Canada's two most conservative 

rerewe evaluators: McDaniel &Associates Consultants Ltd. 

and Gilbett Laustsen Jung Associates Ltd.There evaluators 

w e n  asked to conduct a thorough review of the combined 

 resew^ base effective at the time of the merger. Thir inde- 

pendent evaluation resulted in a very small reduction in  the 

reserves base of the merged company. 

This year wil l  be another year of applying our high- 

investment, high-growth strategy with a capital budget 

e x u d i n g  $700 million.The Company is in  excellent finan- 

dal position to fund growth.The debt to equity ratio of the 

EPP greup is 16:84. Our midstream group, which we call 

Transportation, Storage and Processing (TSP) is, as this 

annual repolt goes to press, filing a preliminary prospectus 

for the new AEC Pipelines, L.l? Thir wil l  bring in  approxi- 

mawly $300 million of growth capital for theTSP Business 

Units, but wil l  also have another benefit. The trading of 

Partnership units in  AEC's pipeline assets wil l  provide an 

easily-understood way for investors t o  value our pipeline 

assets, and this should be positive for the value of AEC's 

stock. AEC intends t o  hold 70 percent of the Partnership fol- 

lowing the issue. 

In mid 1996,AEC issued 11 million Common Shares, rais- 

ing $266 million of capital intended for the E&P group.This 

oversubscribed, cross-border Common Share issue broke 

new ground. Capitalizing on our New Yo* Stock Exchange 

listing and developing a new method of structuring cross- 

border issues allowed us t o  achieve our target of 60 percent 

Canadian and 40 percent U.S. subscription. 

"The Company is in excellent 

financial position to fund growth:' 

The merger of AEC and Conwest brought together excel- 

lent assets with high-growth potential.The leadership teams 

of the two  companies recognized that the potential of the 

merged company lay in  the combined talents of employees. 

The merger with Conwert was done differently, I believe. 

than any other merger in our industry. The first step was to 

recognize that we were being presented with a great oppor- 

s ~ l b e m  Energy Company Lro 



The foundation for meeting 

these challenges is our exceptionally solid 

base of exploration land, long-life reserves, 

quality midstream assets and a wide array 

of opportunities for profitable investment. 

tunity - the opportunity t o  recreate a company by examining 

all the jobs to be done, and striving to place the very best 

person in  each of those jobs, the opportunity t o  change and 

improve, t o  fundamentally reassess both what we do and 

how we do it - and to recognize that our future success will 

be based upon just how well this can be accomplished. 

I believe we have brought together, t o  work on behalf of 

shareholders, a group of people, also all shareholders, dedi- 

cated to teamwork, technical and business excellence - peo- 

ple encouraged to make their own decisions and take own- 

ership of the results within an environment of strong per- 

sonal values and mutual respact.This is part of our common 

vision for future success. 

Much of the work needed to create a high-performance, 

high-growth company has been accomplished. However, 

there is no shortage of challenges. Strong commodity prices 

and ready access to capital markets have created an over- 

Natural gas sales - 16 percent compound growth over four 
years. I 

heated situation. Exploration land and assets are expensive. 

Drilling rigs and other services are at full capacity. We will 

need to develop and add new, high-quality employees to our 

current strong team, and each of us will have to keep getting 

better at what we do.The foundation for meeting these chal- 

lenges is our exceptionally solid base of exploration land, 

long-life reserves, quality midstream assets and a wide .nay 

of opportunities for profitable investment. 

Three directors wil l  be leaving our Board at the time of 

our annual meeting. On behalf of shareholders, directors and 

employees, I thank founding Director, John Maybin, for his 

counsel and many contributions over the decades. He ratitins 

from the Board in April. I also thank Mrs Joan Donald and 

Mr. Martin Connell for their valued advice; neither will be 

seeking re-election at the April 9 annual meeting. 

I feel privileged and most fortunate to have the opportu- 

nity to be working with my exceptional management team, 

directors and all of the employees of AEC, a+ we pursue our 

goal of building one of the outstanding, high-performanu 

companies in our industry. 

#?---- 
Gwyn Morgan. President 

Phi.' F"-",,ti"- Mtirs .  







1 East 

Alberta Energy Company Ltd 9 



AEC 7 

i g  ofthr I ~ t h e  I'lant, and targeting derp, 

multi-zone ga, proipecti along the Foothills of 

ihr Rocky Mountaim. Thir Buiineii 1Jniti 

itmtrgic advamagci include a major. presenc~ in 

revmi 1@0121 through large. concrnmted land- 

holdings with muit;-zone righti, ihe lnrgritproduc- 

tin* nridgiri procriiing capabiliiy in the WPM, and 

a N t w  VEnturm Group uuiiih a mandnte to idrntifi as 

nrar!r a,$ 10  high impact exploratinnpiayi each year 8 

Yixt,, pcrrrni o f  AEC Werti 1997 capital orpenditziei 

budget ,f$Z0 rriillion is allocated t o  liind acqziiition. 

i e i nn i~  and drilling of105 explovation u d l i ,  the balance 

wi l l  be uied to expmd the Hjihe Plnnt nnd dmrlop pio 

/ West 

10 Alberta Energy Company L t r i  







ihr rVorrh iJmcr R i i w  Arch nnd Xritirh Columbia 

nr 5,000 hnmL per dq - 
1 North 
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AEC 1 

,$IIcIL(IJL. ii t l ~  ~ l d ;  I h p  ~ I ~ I ( I I K C I  qf :SUI~& oil 

/ i m z u d  / m ~ d ~ w i i o ~ ~  is i lw ~ I < ~ ~ ~ I Z / W I  ~ f , , /p ro .s imr ;c~  

11 prrwnr , ! / ' ( . ;z~dt i  o j l  MC&. Ak(.' is i l v  xmnd- 

liirQ"l S jncrud~~owii~r  (dj In ndditioh to A/<(.'; 1.1.75 

/ Syncrude 
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Pipelines and 

AEC Pipelinei, the largest trunjoovtcr of oil within 

Alberta, prsvida a reliable rgurce of cashflow anderm- 

ings. Its growth stratrgy is to build on entreprennrrid 

nm-regulated, nnon-tility invcstmentr in the mid- 

rtrram mtor of the oil and gas indurrry. Rtvenuri 

frem AECj major inv~rtmrntr are bared on l q -  

urn contract,. @ Key invcrtmrntr are the wholly- 

owntd Alberta Oil Sands Pipclint, suviirg 

Syncrudc, and the Cold Lake Pipdint, rcrving 

hca y oilproduccri in northeast Alberta. AEC 

has a 50 percrnt intmst in the rccrntly 

commiirionrd ExpreidPlartr y v m  

which will dtliutr varicd rypri of 

Canadian crudr silr to major 

and mid~%estern stater. - 
The Company alre has imalle; ,,,.,r- 

ihip interesti'in thrrr othci oil, gas and 
, , 

natural gar liquidi piprlinri in North 

America. O Thefinancial mnucturing of 

Pipclinrr into a Limitrd Parmmhip ii thr 

latat itcp in AECj corporatf reorganization. 

Thir recrntly anneunccd iniriativt will allow 

invemlr to indrpmduuly place a market valur on 

AECx piprlinr arrcn, andfacilitate access to public 

iourccr of capital to finance growth opportunitia. O 

7Xii Buiinrrr Chit hok& interests in m e  natural gas 

liquidr cxuactionplann: a 40prrcenr intrrert in a ncw 

piarit nt Emprcrr, Alberta, which starred up in 1996, 

and a quartrr-interrrr in another gar procrriingfacility 

at Emprerr through Pan-Alberta Rcrourcrr Inc. 

mo m e n a  Energy Company LLU 
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characterized by large, concentrated landholdings, high ownership interests and control of producing 



Exploration & Production 

Operations 

"AEC ... ranks in the top five 

of the publicly~traded Canadian 

upstream oil and gas companies 

in total oil and gas reservesth is  

includes an overall reserve lrfe 

that is greater than the industry 

average . ."  

AEC's Exploration and Production (E&Pl activities are organized into 

business units according t o  the operating or exploration expertise 

required in each geographic region. AEC East and AEC West each 

have an asset bare that would rank them sr a senior oil and gas pro- 

ducer, while AEC North would rank as a growing intermediate. All 

business units operate with a high degree of autonomy, accountable 

for financial, production growth, cost and investment value-added 

targets. Each business unit follows the 'AEC Formula' with the goal 

of gaining competitive advantage. That 'formula' includes control of 

large contiguous land blocks and production facilities, high working 

interests and operatorship. minimizing operating costs and achiev- 

ing satisfactory economic returns over the entire exploration and 

production cycle. An equally important factor in the 'formula' is the 

application of superior technical and business expertise by creating 

a learning and growth snvironment for employees. Through these 

business units, AEC shareholders obtain exposure t o  s broad spec- 

trum of potentially profitable E&P activities ranging from heavy t o  

conventional t o  synthetic oil, t o  natural gas and natural gas liquids. 

Domestic activity focuses on the Western Canadian Sedimentary 

Basin and the Williston Basin in Saskatchewan and North Dakota. 

International exploration activities are in Argentina. Thailand and 

Trinidad. 

Despite the 1996 transformation into a decentralized. business 

unit-based organization, the Company conducted its largest-ever E&P 

program in western Canada. Conventional reserves additions totalled 

68.2 mllllon barrels of oil equivalent, proven and probable, 246 percent 

xosrta Energy Company Lfd 



.quiv.*nt 
P""" + 
probable 
to:, 

finding and  development 

costs - western Canada 

f$ per barrel of oil equivalent) 

nding and development costs. three year average - AEC's 

rding and development costs are very competitive. 

of production. Gas sales increased 61 percent to 515 million cubic fern 

per day and total liquids sales grew 26 percent to 53,155 batreis per dy. 

The components of our 1996 finding and development costs a8 

detailed in the table below. They were higher than our long-ten 

'stretch targets; due mainly to very large increaser in AEC's land bar 

and large facility development expenditures associated with rapidb 

increasing production. Major production facilities were completed 6 

Hythe, Sexsmith, Suffield and Joan for a total investment of $123 m l  

1ion.A record 393 net wells were drilled with an overall success rate i 

84 percent. AEC inverted 571 million, a 128 percent increase from 198( 

to purchase 1.5 million acres of exploration land. Year-end Nor# 

American exploration acreage, including Conwert lands, totalled 41 

million net acres, up from 2.7 million net acres at yearend 1995.Th 

benefits of this strategy have become apparent with the increase h 

land costs already evident in 1997This has positioned the exploratien 

program for a 15 percent increaas in drilling activity for 1997. 

- 

T o l i  6 p e  barrel oi o erluva e l t  10 1 )  6.51 C 2' 

AEC's gas marketing team arranged new markets for the merged cam 

pany's growing production, with estimated 1997 aggregator sales I 

47 percent of the portfolio. Approximately 60 percent of AEC's pn 

duced gas sales are tied to US. reference prices Contractual c o m d  

ments have been secured for 85 percent of AEC's 1997 estimated gr 

sales of 600 million cubic feet per day.The remaining 90 million 4 i 1  

feet per day will be used to rebuild storage inventories and to capNl 

attractive spot pricer during peak winter markets.The average pr* 

for AEC's producsd gas rtrengthsned to $1.77 par mllllon British tha 

ma1 units compared with 51.40 per million British thermal unite il 

1995. This price jump is primarily due to strong weatherrslata 

demand in North America. Gas prices are expected to continue to Li 

volatile due to an ongoing tightening of the North American ul 

plyidemand balance. AEC complements its marketing activity an 

optimizer its use of the AECO C storage facility by trading purehas 

gas.These trading volumes increased to 532 million cubic feet per dl 

from 308 million cubic feet per day in 1995 and are expected L 

increase to 535 million cubic feet per day in 1997. Gar export pipeline 

Alberta Energy 



new U.S. markets 4 

accessed through the recently- 

completed Express Pipeline will 

begin to receive AECpiI in 1997 

AEC East at  a glance 4 

Generai end administrative expense reductions - in addition to 

growth', AEC is focusing an increased efficiency. 

from Canada are running at near crpacity.The earliest time frame far 

major additional pipeline capacity is late 1998, with the expansion of 

tha Northern Border System, in which AEC has contracted 66 million 

cubic feet per day in additional volumes. In recognition of its growing 

production base, AEC has committed additional volumes to the 

Alliance gas pipeline currently being proposed from northeast Blitish 

Columbia to the Chicago region. 

AEC's oil marketing team rucoessfully sold the Company's grow- 

ing liquids production despite export pipeline constraints. Strong 

world oil demand and historically low inventories resulted in h i g h e ~  

than-anticipated oil prices in 1996. The construction of additional 

pipeline cspecity. principally the 50 percent AEC-owned Express 

Pipeline, to key US. mid-continent markets will alleviate the chronic 

pipeline apportionment which has occurred in recent years and allow 

for growth in oil production from western Canada. Based on wideiy- 

held concerns in late 1995 about potentially weak oil prices, and faced 

with opportunities to invest $2 billion in 1996,AEC implemented an oil 

prica swap program.Thir reduced net realizations on AEC'r average oil 

prica by $3.37 per barrel in 1996.All oil price swaps terminated at year- 

end 1996. However, world oil markets proved most experts wrong and 

AEC's 1996 oil prices increased substantially, averaging S24.07 per bar- 

rel, after swaps, for all blends. Heavy oil price differentisis widened in 

1996 in response to higher light oil prices, increasing heavy oil sup- 

plies and pipeline apportionment. New US. markets sccwsed 

through the recently completed Express Pipeline will begin to receive 

AEC oil in early 1997. 

AEC East's established shallow natural gas assets are complemented 

by new heavy oil prospects within the Plains ragion of the Westem 

Canadian Sadimentarv Basin. 



heavy oil 

continues to provide the 

potential for major growth 

Suffield 

1997 oil production is forecast 

to nearly double 

Heavy oil production at Suffield, Primrose and Frog Lake contin 

uss to provide the potential for major growth.Ths current plan is l a  

nearly double production during 1997 through an aggressive drillin( 

program and completion of processing facilities. In addition,AEC EM 

put together a steam-assisted gravity drainage ISAGD) team and in, 

tiated a pilot project to evaluate the commercial potential of AEC) 

huge Primrose heavy oil holdings. 

Operations in major natural gar fields at Suffield and Primrow 

are also expanding through both exploration and tapping shallow 

gas-bearing zones bypassed during previous drilling programs. 

During 1996, AEC East established an exploration team man 

dated to build a significant exploration program outside the Suffiell 

and Primrose military ranges. The initial focus areas for sxploratio~ 

are in the oil proneWilliston Basin of Saskatchewan and North Dakotn 

In North Dakota, 30,000 net acres were acquired in a conventiond 

multi-zone oil play. Drilling on thir acreage will commence in 1997. 

On the 1,000-square-mile Suffield military training range h 

southeast Alberts, AEC operates more than 3.100 natural gas w.L 

and 270 oil wellr with a 94 percent average working interest. 

Suffield continues to be AEC East's largest single pmdueing gr 

property. In 1996, production averaged 142 million cubic feet per 4 

AEC East plans to drill 20 gas wellr in Suffield in 1997, but the fd 

extent of thir drilling program will be influenced by gas market cot 

ditionr. as it is expected that addit~onal production capacity can h 

realized quickly. More than 500 additional infill gar wellr wuld b 

drilled at Suffield over the next three years. This drilling progral 

would target shallow gas-bearing formations bypassed during eatlit 

drilling operations, and help optimize field compnsrlon. Pmvioe 

production declines are being reversed as production is expected 1 

increase by 20 to 30 million cubic feet par day by 1998. Operating wlt 

of $0.25 per thousand cubic feet and AEC's production infrastructa 

make additional Suffield gas investment likely to occur. 

Suffield is also rich in heavy oil resources. Oil production avr 

aged 6,736 barrels per day in 1996 - up from 4,998 barrels per day 

year earlier - and exited the year at a rate of 9,650 barrels per & 

Average daily production in 1997 is expected to exceed 11,000 b a d  

per day.A major portion of thir increase results from introducing en 

grersive cavity (rotary1 pumps at Dieppe, Area C and Deberg in 1 I  

There areas are within the active military areas of the Suffield B ld  

This innovative recovery technology is applied subsurface. Becausei 

eliminates the potential operating conflicts with the military, it bnx 

26 Alberta Energy Company Ltd 



Suffield heavy oil -t 

recovery tehnelegy csntinues 

te impreve, resulting in some 

of the industry's lmwest costs 

Primrera + 
substantial prrrrnise f@r increased 

exploration and drvel@pment 

ef natural 3as and ailsands 

ens the production window from military stand-down periods t o  year- 

round. Production at Dieppe jumped 270 percent, and ifl Area C, has 

increased 200 percent since 1994. 

By applying other recent technological advances in exploration 

and development, such as three-dimensional 13D) seismic and hori- 

zontal drilling, nine million barrels of proven reserves of 12'to 17'API 

crude were added.This brings Suffield proven and probable remaining 

recoverable reserves t o  30 million barrels. 

Suffield heavy oil recovery technology continues t o  improve, 

resulting in some of the industry's lowest operating costs, at $3.79 

per barrel. Two new oil batteries, wi th the capacity to process an 

aggregate 12,000 barrels per day, will be in operation by late 1997 t o  

replace temporary facilities. 

In an ongoing effort t o  focus on operating efficiencies, AEC East 

closed its Redeliff office in 1996. Operating staff relocated to key facil- 

ities on the Block, while engineering and administrative staff func- 

tions were cmlsolidated in Calgary. 

AEC holds a 97 percent working interest in the petroleum and nat- 

ur.1 gas rights on the 2.000-square-mile Primrose Airweapons Range in 

east-centralAlberta.Thess lands hold substantial promise for inmared 

exploration and development of natural gas and oilsands. More than 

half of the 860,000 net acres of petroleum and natural gas rights owned 

by AEC at Prlmrose are unexplored. AEC East drilled 27 gas wells, five 

cold production oil wells and eight SAGO-related wells on the properly 

last year, accelerating the evaluation of this major asset. 

Gar production is currently averaging 90 million eubic fast per 

day from 70 wells. Proven and probable gas reserves are st 432 billion 

cubic feet. Production is currently projected t o  grow steadily as wells, 

already drilled but not connected, could be tied-in over the n e a  two  

years to add 25 million cubic feet per day in 1997 and a similar amount 

in 1998, should markets expand. The additional production wil l  be 

processed through expansions at Caribou Lake and Primrose North 

Plants.The AEC East team's goal is t o  maintain an average Primrose 

operating cost of $0.16 per thousand cubic feet by applying such tech- 

nology as remote telemetry for gar wells and facilities. 

Primross comprises ons of AEC's highest-potential, unrealized 

assets; an estimated 21 billion barrels (net t o  AECI of oil in place at 

Primrose. Steam-assisted gravity drainage, a recent tpchnological 

breakthrough, combines steam injection and horizontal drilling tmh- 

nologiar. AEC is currently piloting the technology with a view to com- 

msrcial application. 
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SAGD 

could potentially sustain 

several 30,000 barrel per 

day plants 

AEC West at a glance 

rEC East capital expenditures - pursuit of newiy-identified 

rowth opportunities is currently targeted to increase investment by 

SAGD was initially proven by a joint Alberta Government1 

Industry research project in the McMurray formation. the same geo- 

logical formation in which AEC is conducting its pilot. AEC's pilot pro- 

ject consists of three parallel horizontal well pairs: an upper steam 

injection well and a lower oil production well. The producing well, 

with 2,100 feet of horizontal wellbore. has been drilled and completed. 

The steam injection well should ba completed by the spring, enabling 

AEC East to complete a thorough project evaluation and decision- 

making process by year-end 1997. 

If the Primrose SAGD project proves commercial, AEC's holdings 

could potentially sustain several 30,000 barrel per day plants. The 

1,500 barrel per day pilot project could lead to AEC's first commercial 

facility coming on stream over the period 1998 - 2000. Each 30,000 

barrel per day commercial facility could add approximately 100 million 

barrels of reserves, the equivalent of AEC's current conventional 

reserves base. 

The Frog Lake heavy oil field near Lloydminster is also experi- 

encing production growth now that rotary-screw pumps demonstrate 

the ability to handle large volumes of sand in the recovery process. 

Proven reserves are 3.3 million barrels. A 45-well directional drilling 

program during 1996 more than doubled average production to 915 

barrels per day of 12' API oil, and by year end, production reached a 

rate of 1,800 barrels per day. AEC expects to drill another 18 wells at 

Frog Lake during 1997 to bring total average daily production to 

approximately 2,600 barrels per day. 

AEC West has quickly established itself as the dominant exploration 

and production company in theWest Peace River Arch IWPRA), one of 

the most active regions of the Western Canadian Sedimentary Basin. 

Year-end statistics shown above include production from non-oper- 
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West Peace River Arch 

AEC West has qoiskly established 

itself as the deminant exploration 

and preductien cempany in the 

WPRA 

Montney 

pioneered by Conwest, the 

mentneypley is  one of the 

largest natural gas discoverres 

of the decade 

EC West natural gas production -39 percent compound growth 

currently planned over 2 years. 

ated Alberta properties of 35 million cubic feet per day and 5,200 bar- 

rels per day. 

The WPRA is a key region where AEC and Conwert assets and 

employees have been fully integrated. AECb dominant position in th i r  

4.000-squara-mile area is demonstrated through a 78 percent working 

interest on 1.1 million acres of petroleum and natural gas rights.The 

WPRA 1997 capital budget of $140 million wil l  support additional land 

purchases and the drilling of 115 wells, with the goal of maintaining 

AEC West's prominence. Within th i r  region, AEC's proven and proba- 

ble reserves are more than 850 billion cubic feet of natural gas and 30 

million barrels of oil and natural gas liquids. 

TWO operating initiatives illustrate the benefits of the merger 

wi th Conwest.After the merger, the AEC West team moved quickly t o  

tie in a major Conwest gas discovery t o  AECb Hythe plant.This single 

well her exceeded 30 million cubic feet per day. Shortly thereafter, 

greater plant operating efficiencies were achieved by a pipeline 

expansion which interconnects the area's two  largest sour gas pro- 

cessing plants - Hythe and Sexsmith. 

Average 1996 oil and gar production fromWPRA reached 170 mil- 

lion cubic feet per day and 5,000 barrels per day. respectively, from 

more than 300 operated wells. WPRA 1997 gas production is ertl- 

mated to be 230 million cubic feet per day. Liquids production is also 

expected to increase this year t o  an average 7,500 barrels per day. 

AEC West's three principal WPRA gas fields are Hyths, Sexrmith 

and Knopcik. Drilling efforts focus on the Montnay zone at Sexrmith 

and Knopsik. w h i h  the Doig and Halfway formations are the primary 

targets at Hythe. Conwert pioneered the Montney play with one of 

the largest natural gar discoveries of the decade.The Montney is also 

a key formation for oil production at Valhalla, where a 10-well infill 

drilling program, supported by 3D seismic technology, increased vol- 

umes t o  2,000 barrels per day during 1996. 

Another important part of AEC West's strategy in the WPRA is 

continued dominance of natural gas processing capability. Last year 

saw the full commissioning of the 63 percent AEC-owned and oper- 

ated 210 million cubic feet per day sour gas plant at Sexrmith. 

acquired in the Conwert merger By yearend. this plant achieved 100 

Percent of its licenced capacity. Plans for 1997 are t o  connect the plant 

t o  an additional sweeter 9.S supply, thereby diluting the sour gas con- 

tent of the feedstock and further increasing production Ievelr. The 

adjoining 85 percent AEC-owned, 50 million cubic feet per day s w w t  

gas module war completed in September and is operating extremely 



Edsefleep Basin 

an important area ef future 

grswth 

British Columbia 

this sub-business unit will 

centinue to assemble land 

East af 6th Meridian 

five eperated explerarien 

wells are planned 

New Ventures 

mandate is ta identify and 

evaluate high getential 

prsspscts 

IEC Wurt drilling activity is currently planned to nearly double in 

397 to 155 net wells. The merger has greatly enhanced the 

weII.These two state-of-the-art facilities use the latest technological 

advances t o  monitor and carry out operations in both the plants and 

at the wellriter. 

At Hythe, expansion has begun on the 110 million cubic feet per 

day 150 percent AECI sour gar processing facility t o  accommodate 

growing production. Once work is completed in the third quarter of 

1997, the Hythe plant will also be able t o  process 60 million cubic feet 

per day 1100 percent AECl of liquids-rich, sour gar. 

AEC West looks to its substantial holdings of undeveloped land 

in the Edron region as an important area for future growth. Cunent 

gas production rates are 35 million cubic feet per day and liquids are 

1,250 bands per day. This west-central Alberta sub-businerr unit 

invested $37 million for land and a 10-well drilling program in 1996. 

A 16-well, $25 million exploration program is planned for 1997. 

Part of that program is the search for large reserves in the Bigstone 

and Berland River areas. Increased production potential is available in 

early 1997 through a new business arrangement t o  process 10 million 

cubic feet per day which AEC was forced to shut in last year when an 

existing third party plant facility war closed. 

The B.C. sub-burinerr unit will continue t o  assemble land pod- 

tions, building on its Eunmt inventory of 250,000 net undeveloped 

acres in three key areas of northeastern British Columbia. The 19% 

expenditures of $28 million included one-third for theTommy Lakes 

compressor station and gas gathering system, with the balance 

directed to drilling five net wells.The expanded Hythe Plant will be con- 

nected t o  the Swan Lake area south of Dawson Creek through a 

strategically located pipeline gatheling syrtsm.The 1997 capital bud- 

get of $25 million includes plans for land purchases and 20 wells. 

The emerging East of 6th Meridian sub-businerr unit plans flve 

operated exploration wells on three properties. primarily in the Roaky 

Mountain HouseICaroline arear of Alberta. Last year's gas production 

was 23 million cubic feet per day and liquids totalled 4,800 bands per 

day. Production rater for 1997 are anticipated to be relatively unchanged. 

The recently-formed New Ventures group is a key initiative for 

AEC's future growth. Supported by a 520 million budget in 1997, the 

group's mandate is t o  identify and drill between six and 10 high- 

impact prospects i n  the deep gas regions along the Foothills. 

AEC West has negotiated an agreement with the Blackfeet Indian 

Nation in Montana and has assembled 378,000 net acres of native and 

freehold lands on the Blackfeet Reserve. Plans for 1997 include two 

wildcat wells (100 percent AECl targeting deeper formations. 
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AEC North at a glance 

Northwest Shallow Gas 

new facilities are expected to 

double gas production in 1997 

East Peace River Arch 

the companyb largest poitiion 

of conventional light otl volumes 

are in the EPRA 

1995 1996 191 1F  
-- 

Ploven a8'd probable rrservei, 

Nafbral gas h o n  cub," fee;) 164 370 !'.!a 

OMa,;d r 1 a f u 4 q i s  tqudi ~ ! ' ? l l o n  b i r e l s l  !! 7 8.2 111 

P,od<,r,lo, 

Narura y i  n o r  c u o  f r w  per <i,<yl I 6  28 6 0  

ilqulds Ibar!e:s per day)  !,.361 5.091 5.00" 

U#'deueloprv ands lt>o.>sa;;u nc: x r i - i l  1.745 1.634 ?, 

Net wel ls  

txp:olil>ur; 19 66 6 

~eve~esrwenr  n i  31 3~ 

Capital e x p e ! : ~ , t ~ r e s  I$ n?'l0#,s1 88 105 
-- - - 

100 - 

AEC North's operating focus is on the light oil prospects of the East 

Peace RiverArch IEPRAI and the shallow gas formations in the north- 

ern portion of the Western Canadian Sedimentary Basin. In 1996. cap- 

ital investment proved up the high potential of several areas in north- 

ern Alberta: Joan, Psnny and Fontas River 

To economically develop these shallow gas reserves, the 'AEC 

formula' is again applied: acquire large tracts of land. control in fn -  

structure. drill and develop facilities during the winter access season. 

In 1996, more than 320,000 net acres of shallow gas acreage were 

added, as were portable processing facilities and a comprehensive gas 

gathering pipeline system at Joan. As a result, gas production at Boyer 

increased 25 percant to 19 million cubic feet per day and. at Joan, 

increased t o  eight million cubic feet per day New facilities at Fontas 

River and Panny are expected to double that production in 1997.The 

Bluesky formation is the principal shallow gas zone for both Boyer 

and Joan. as well as areas north and east of Joan. 

Increased production volumes will reduce operating costs in the 

Northwest Shallow Gar region. Capital investment is controlled with 

portable, skid-mounted, modular gar plants which are ideal for shal- 

low gar operations, and can be moved quickly and inexpensively from 

field to field as the reserves deplete. Approximately 45 percent of AEC 

North's $100 million budget has been allocated for gas development. 

With an average production rate of approximately 5,000 barrels 

per day in 1996 and year-end reserves of 8.2 million barrels, the EPRA 

accounted for the Company's largest portion of conventional light oil 

production volumes last year.The six pools in the Ogston field are the 

primary source, with remaining reserves of 4.5 million barrels in 1996. 

Remapping of the pool after drilling an unsuccaosful delineation well 

reduced ysar-end 1995 proven and probable reserves. Other active 

fields within the unit include Red Earth,Trout and Evi. Drilling plans 

within the EPRA include 15 wells. 
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Syncrude at a glance 

AEC Syncrude 

production costs keep decreasing 

and production keeps increasing, 

i t  is a very long-life growth asset 

cost reduction 

,mplementatron of new 

technolog~es 1s a key pan 

of Syncrude's strategy to 

reduce ongo~ng costs 

yncrude cash operating margins - cash net backs at Syncrude 

-e particularly attractive as there is no firming cost or exploration 

1995 1- 1W7F 

P,ove# seserves 8.1. I on bame s'  280 269 253 

Probable !eie.ues n o ,  bnrlelsl r /a 490 499 

Prove!> l i e  h d e n  (years8 28  27 28 

P!odu<::on l b a r r r i  per day8 27873  27,596 78.5W 

C a p t b  experd':ues I$ l , l  w:sI 28 29 48 

As the second largest owner, with a 13.75 percent interest,AEC has in 

Synerude a long-life light oil aaoet with potential for eontinuad prsC 

itable growth. AEC also holds a six percent gross over-riding rowsky 

on another 6.25 percent of Synerude. The oil sands mining and pt, 

eesring operation produces a sweet synthetic crude that is pricedto 

reflect its premium quality in the North American market. 

Spread over six leases totalling almost 170,000 acres north of 

Fort McMurray, Syncrude holds two billion barrels of proven synthetic 

oil reserves, and four billion barrels of probable reserves, of wbOh 

AEC's share is 269 million barrels and 490 million bands of proven end 

probable reserves respectively. AEC's share of Syncrude's daily 1S% 

production was 27.5% bands per day of 32' API crude, an average 

expected to be surpassed during 1997. 

A key part of Syncrude's strategy is ongoing cost reduetien 

partly through the implementation of new technologies. In 1996. this 

trend war maintained with an average cash operating cost of $13.71 

perbanel. the same as 1995. and a netback before oil swaps of S1Q.W 

per barrel. Further cost reductions during 1997 target cash operatinu 

costa et $13.20 per banel. Because there are no finding cod., 

Syncrude's development and production costs compare favourably to 

those associated with exploration, development and production 

costs for conventional oil. A new extraction process is expected to b. 

used in the Aurora Mines on the recently acquired leases. It will uw 

less energy and recover more bitumen with a new generation of 

chemicals that make tailings management easier than the convm- 

tional process. 

Syncrude recently announced plans to significantly raise produe- 

tion, commencing in five years through a $2 billlon capital spending 

program, including the introduction of new teehnologies and the 

debottlsnscking of the Mildred Lake upgrader. Last year. Syncrude 

and other oil sands developers successfully negotiated new g e n h  

oil sands rovslty terms with the provincial governrnent.These terms 

are designed to reduce the royalty burden and encourage new dewC 

opment. The royalty StNCTUre, phared-in over the next seven years. 

substantially reducer AEC's future royalty burden. 
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t 4 htemaUo~1  undweloned land - AEC 16 well-~ositloned for 

AEC International 

at a glance 

Argentina 

AEC International plans 

12 exploration wells in 1997 

Trinidad 

AEC owns 70,000 net acres 

Thailand 

AEC secured 100 percent 

onshore explorabon optron 

on 2 2 m1111on net acres 

AEC International's average production is forecast to grow by 85 per- 

cent to 2,300 ban& per day. AEC International plans to drill 12 wells 

in Argentina in 1997 on 452,000 net acres of exploration land in the 

prolific Neuquen Basin, representing a 100 percent increase over 1996 

drilling activity.The Company drilled its first two exploration wells in 

the second half of 1996. Initial data on one of the wells in the Puesto 

Prado block shows the well encountered 125 feet of net oil pay, tested 

in excess of 1,000 barrels per day and producing 35' to 40' light grav- 

ity sweet crude.Ths second exploration well war drilling at year-end, 

but had tested substantial quantities of gas from one zone. 

In northemTrinidad,AEC owns 70,000 net acres of land and oper- 

ates an exploration licence in the Camni Basin, an extension of the pro- 

lific EastemVenezuels Ba4n.A 180-mile seismic program will be com- 

pleted by the end of the first quarter 1997, and a decision on continu- 

ing exploratory work will be made during the latter half of the year. 

AEC's extensive experience operating on Canadian military land 

was a key strategic asset for the Company in northem Thailand; the 

Company's success on the Suffield and Primrose military ranger 

helped secure a 100 percent AEC onshore exploration option on 2.2 

million net acres of land held by the Thai military, giving AEC total 

control of the Chiang Mai basin. A comprehensive basin analysis will 

be completed by mid-1997. 
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Alberta Energy C o m p a n y  Ltd. 

s u p p l e m e n t a l  information 

exploration & production (unaudited) 

reserves reconc i l i a t i on  

nafaral oss  conventional o i l  & syncrude argentins 

lb i l l ion cubic feet1 NGLs lmi l l ion barrels) lmi l l ion barrels1 lmi l l ion barrelsl 

(before royalfieel Prow. Prob. Total Prov. Prob. Tots1 Pro". Prob. Total Pmv. Prob. Total 

1994 

Balance at December31 1993 1.482 321 1.803 18.8 8.9 27.7 246.0 - 246.0 . . 

Revisions 01 established pools 18 141 14 3.5 2.5 6.0 33.0 - 33.0 . - . 

Discoveries and extensions 75 19 94 8.5 4.1 12.6 - . - . - . 

~cquis i t ion 01 reserves - net 73 33 106 (1.01 10.71 11.71 - - - 1.4 2.9 4.3 

Production 11261 - il281 13.81 - 13.81 110.01 - 110.01 l o l l  - 10.11 

Balance at  Decembei31. 1994 1.522 369 1,891 28.0 14.8 40.8 269.0 - 269.0 1.3 2.9 4.2 

1995 

Revisions of established pools 171 18) 1151 10.31 10.31 10.61 21.0 - 21.0 - 10.41 10.41 

Discoveries and extensions 93 45 138 8.5 15.6 24.1 . . . . . 

~ c q u i ~ i t i o n  of reserves - net 26 1 27 10.21 10.31 10.51 . . . 0.8 . 0.8 

16) 1281 1341 12.31 (5.11 1741 . . . . Prior period adjustment (note 21 - . 

Production 11171 - 11171 14.81 - 14.81 11001 - 110.01 10.41 - 10.41 

oalance at  December 31. 1995- restated 1.511 379 1,890 26.9 24.7 51.6 280.0 - 280.0 1.7 2.5 4.2 

1996 

Discoveries and extensions 

~ c o ~ i s i ~ i o n  of reserves - net , 

Production 11881 - 11881 18.91 - 18.9) 111.01 - 111.01 10.61 - 10.61 

Balance at December 31,1996 2.189 8 7 1  3.060 69.0 40.8 109.8 269.0 490.0 759.0 1.5 1.8 3.3 

l andho ld ings  a t  year-end 1996 

montanal to ta l  
western canada north dakota no r th  america internations1 tots1 

fhoimwdacies developed undeveloped developed undeveloped developed undeveloped developed undeveloped 

Grass 1.934 5.083 . 475 1.934 5,558 5 2,921 10.418 

Net 1,375 4,203 . 454 1.375 4,657 5 2.711 8,748 

w e l l s  d r i l l ed  (wes te rn  canada l  

1996 1995 1994 
ymss net gross net gross net 

Explorat ion 

Gas 6 8  6 5  19 19 14 12 

Oil 2 2  19 5 5 8 8 

Cased 11 11 4 4 7 7 

Non operated 7 4 1 1 3 1 

Development 

G a s  103 8 6  110 100 55 50 

Oil 172  135 76 66 38 1 2  

Caned 1 4  13 6 4 9 7 

Dry and abandoned 2 7  2 4  27 21 19 14 

Total 3 1 6  258  219 191 121 93 

Success rate lpercenti 9 1  9 1  88 89 85 85 

Ooeiated 2 7 1  247  200 187 98 89 

Nomoperated 4 5  11 19 4 23 4 

Depth 

Shallow (less than 2,000 feet1 154  153 122 117 39 37 

Medium 12.000 - 9,000 feet1 297  2 3 4  138 114 124 94 

Deep (more than 9.000feeti 8 6 5 4 7 7 
. ~ 
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A l b e r t a  E n e r g y  C o m p a n y  Ltd. 

s u p p l e m e n t a l  information 

exploration & production (unaudited) 

consol idated s t a t e m e n t  of earn ings 

to ta l  canadian 

$ millions gas & ngls conventional o i l  market ing conventional e&p 
year eniied dccembcr 3 I 1996 1995 1994 1996 1995 1994 1996 1995 1994 1996 1995 1994 

Revenue $ 381.9 $ 172.9 $ 247.6 $ 156.2 5 86.6 $ 61.2 $ 252.7 $ 129.8 $ 83.5 $ 790.8 $ 389.3 $ 392.3 

Royalties 48.5 17.9 33.4 30.5 14.7 8.9 - . 79.0 32.6 42.3 

Net revenue 333.4 155.0 214.2 125.7 71.9 52.3 252.7 129.8 83.5 711.8 356.7 350.0 

Operating casts 87.6 40.1 46.3 33.5 17.5 16.0 2.3 4.6 1.9 123.4 62.2 64.2 

Cost of gas purchased - . . - - - 246.4 126.9 83.0 246.4 126.9 83.0 

Operating cash flow 245.8 114.9 167.9 92.2 54.4 36.3 4.0 (1.71 11.41 342.0 167.6 202.8 

DD&A 151.7 81.8 82.8 32.0 17.0 12.8 - . . 183.7 98.8 95.6 

DD&A - acqusit ion~ 43.7 10.8 12.6 9.1 2.2 1.9 . - 52.8 13.0 14.5 - 

Divinonsl income $ 50.4 $ 22.3 $ 72.5 5 51.1 $ 35.2 $ 21.6 5 4.0 $ (1.71 $ (1.41 $ 105.5 $ 55.6 $ 92.7 

consol idated s t a t e m e n t  of earn ings  

~ ~ 

S m,;l;onr syncrude international other & product ion 
year ended decembei 31 1996 1995 1994 1996 1995 1994 1996 1995 1994 1996 1995 1994 

Revenue $266.5 S 246.7 $ 214.1 $ 10.9 $ 7.6 $ 1.7 $ - $ - $ 14.7 51.068.2 5 6436 $ 622.8 

Royaifies 56.3 30.7 9.8 0.3 0.2 - - - 135.6 63.5 52.1 

Net revenue 210.2 216.0 204.3 10.6 7.4 1.7 - - 14.7 932.6 580.1 570.7 

Operating costs 141.9 139 1 142.2 11.2 72 1.9 - - 276.5 208.5 208.3 - 

Coat of gas purchased 

Operating cash flow 

DD&A 16.6 173 15.9 5.2 2.5 0.7 - - - 205.5 118.6 112.2 

DD&A - acquisitions - . - - - - . 52.8 13.0 14.5 

Divi~ional illcome $ 51.7 $ 59.6 $ 46.2 S (5.8) 9 (2.31 $ 10.91 $ - $ - $ 14.7 151.4 113.1 152.7 

Less' 

General and admnistrative 28.1 29.1 311 

Corporate DD&A 4.3 2.3 5.8 

Interest 30.3 8.8 1.5 

Foreign exchange - 0.9 33.6 

income taxes 60.9 34.4 32.2 

Net earnings from continuing operat ions $ 27.8 $ 37.6 5 48.5 

Earninas mi common share " . 
Basic 5 0.27 5 0.50 $ 0.65 

Fully dufed 5 0.27 $ 0.48 $ 0.64 

consol idated balance shee t  

S mlilianr 

as at riecernbei 31 

Assets 

Current assets 

capita assets 

Investments and other assets 6.5 7.2 

$ 3.097.6 $ 1,7961 

Liabilities 

Current iabil8fie~ 

Long~term debt 

Other liabilities 

Deferred ncome taxes 

Capital employed 1,957.2 1,027.3 

$ 3,097.6 $ 1,7961 

m e .  Ioddeier .illorairon of  mipoi& asieli and ltabtdtrei 
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Alberta Energy Company Ltd. 

s u p p l e m e n t a l  information 

exploration & production iunaoditedl 

o i l  a n d  gas opera t i ng  s ta t i s t i cs  

1997F 1996 1995 1994 1993 1992 

Gas Production by Area (million cubic feet per day) 

East 270 248 250 264 236 229 

West 305 229 80 68 55 46 

Nonh 60 28 16 9 5 3 

Total field capability 535 505 355 341 297 278 

Storage (injection! withdrawal (351 10 1361 (71 14 22 

Native gas from storage . - . 11 21 . 

Total produced gas sales 600 515 320 345 332 300 

Produced Gas Sales by Contract imi i ion cubic feet per day! 

TransCanada Gas Services 

Pan-Albena Gas 

ProGas 

Long-term direct 

Ofher ~~ ~ 

Total 500 515 320 345 332 300 

Purchased Gas Sales imillion cubic feet per day1 535 532 308 110 51 77 

Oil and Natural Gar Liquids Production by Area (barrels per day1 

Canada 

Syncrude 28.500 27.5% 27,823 26.282 22.118 17,870 

East 15,000 7.651 5,390 4,283 4.558 4,036 

West 14,200 11,576 2,489 1,889 1.827 1,995 

Nonh 5,000 5,091 5,351 4,105 2.538 1.857 

Total Canada 52,700 51,914 41.053 36.560 31.041 25.759 

Argentina 2,300 1.241 1.090 260 . . 

Total 65,000 53,155 42.153 36.820 31.041 25.759 
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Alberta Energy Company Ltd. 

supplemental information 

exploration & production lunaodifedl 

oil and aas ooerstina statistics 

1996 1995 1994 1993 1992 

Undeveloped Acreage !thousand acres) 

N0ifh America 

Gross 

Gross 

Nef 

Reserves (before royaltiesi 

Gas ibiilion cubic feet) 

Proven 2.189 1.511 1,522 1.482 1.461 

Probable 871 379 369 321 279 

Total 3,060 1,890 1,891 1,803 1,740 

Conventional Oil and Natural Gas Liquids !million barrels1 

Proven 69.0 26.9 26.0 18.8 16.9 

Probable 40.8 24.7 14.8 8.9 8.4 

Total 109.8 51.6 40.8 27.7 25.3 

Syncrude imiliion barrels) 759 280 269 246 186 

Argentina 011 imiliion barrels) 3.3 4.2 4.2 - - 
Finding and Development Cost Calculat ion 

Pmven and  Probable iwestern Canadai 

Conventional Oil and Gas Investment is mi11ionsi 

Exploration !gross1 

Development 

Acquisitions 19.6 9.4 68.3 17.6 11.1 

Total finding and development casts 444.3 192.1 2374 140.3 67.8 

Pmven Plus Probable Reserves Added 

Gas ibillian cubic feet) 

Discoveries and extensions 458.0 138.4 94.1 84.9 31.4 

Revisions - (49.31 14.0 0.8 38.4 

Acquisitions 23.0 38.2 140.9 99.6 54.6 

Total 481.0 127.3 249.0 186.3 124.4 

Conventional 011 and Natural Gas Liquids (million barrels) 

Discoverie~ and extensions 18.9 24.1 12.6 5.7 1.9 

Revisions . 17.91 6.0 11.21 1.3 

Acqui~itions 1.2 . 01 1.3 2.6 

Total 20.1 16.2 18.7 5.8 5.8 

Tatal Reserve Additions 10:l (barrel of oil equivalenti 68.2 28.9 43.6 24.3 18.2 

Finding and Development Costs !$per barrel of oil equivalent) 

10:l 
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Transportation, Storage 

& Processing Operations 

'XEC has some unique midstream 

assets which not only add value 

to our upstream business, but 

also generate a growing, solid, 

"on-commodity, price-independent 

cash flow stream." 

Pipelines & 

Gas Processing 

northeast alberta remains 

the key region of operations 

ansportstion, Storage and Processing operating cash f low is 

recast to grow 25 percent in 1997. 

The ownership of growing, profitable, 'midstream' assets is a unique 

AEC strength. Transportation, storage and processing activities in 

1996 contributed $88 million in operating cash flow.These midstream 

assets are organized into the Pipelines and Gas Processing Business 

Unit, and the Gas Storage and Hub Services Businerr Unit. 

Pipelines histolically has provided AEC with a reliable cash flow and 

earnings stream principally through investments in three systems. Each 

reflects AECg sntreprsneulial strategy of building non-utility. non-regu- 

lated pipelinas.The most reeent project, Express Pipeline lfmm Hardisty, 

Alberta to CaspebWyomingl, is a major gmwth opportunity, conceived 

by AEC, that took a unique. ma*et-sensitive approach in setting con- 

tracts and tariffs to open new U.S. markets for Canadian producers. 

AEC Pipelines recently announced plans to sell partnership units 

to the public.AEC Pipelines. L.I! has filed a preliminary prospectus with 

Canadian regulatory authorities and expects the issue to dose early in 

the seoond quarter, 1997. The Partnership will enable the ma&et price 

of AEC Common Shares to reflect the full value of the Company's 

pipelines assets and will provide the pipeline direct access to capital 

markets to pursue future growth opportunities. 

Northeast Alberta remains the key region of AEC's pipeline operations. 

where both the Alberta Oil Sands Pipeline IAOSPLl and Cold Lake 

Pipeline (CLPL) systems are located. AOSPL carries synthetic crude oil 

produced at the Syncrude oil sands plant near Fort McMunay, 280 

miles to Edmonton. System capacity was expanded in 1996 to 230,000 
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Express/Platta + 
50 percent AEC owned, providing 

access to u.s. rocky mountain and 

midwest refineries 

Processing -+ 
revenues were up considerabiy 

from AEC's investments in natural 

gas liquids extraction pianrs 

Storage & Hub Services -+ 

ipelinea end Processing capital investment -grew dramatrcaiiy 1 
J - 

1 1996 as a result of AEC's 50 percent ownership of the Express 

barrels per day from 215,000 barrels per day in response t o  increased 

Syncmde production. Capacity on the CLPL system also increased in 

1996 t o  258,000 bands per day from 215,000 banels per day, an expan- 

sion undertaken t o  handle anticipated higher production levels of heavy 

oil from the region.The CLPL line is expected to be further expanded in 

1997. A steady revenue stream is assured as both intra-provincial oil 

linsr are based on long-term contracts. 

The 785-mils, 172,000 barrels per day, 50-percent AEC-owned 

Express Pipeline assesses US. Rocky Mountain refineries and oon- 

nects with the Platte pipeline at Casper,Wyoming, providing the flsx- 

ibillty t o  move Canadian oil east t o  the Wood River, Illinois market 

region.AEC and its partner purchased the Platte pipsline i n  early 1996 

and are i n  the final stages of refurbishing that system. Total 

Exprsss/Platte investment t o  date is $349 million 150 percent AECI. 

Express has adopted a market sensitivity tolling methodology 

under which shippers contracted for 85 percent of total capacity 

under 5.. 10- and 15-year contracts. 

Express has been designed to facilitate future expansion which 

could inereare daily throughput t o  280,000 barrels per day to supply 

the growing market for Canadian oil in the US. Rocky Mountain 

region and mid-westem stater. 

The year 1996 also marked the commissioning and start-up of a new 

natural gas liquids extraction plant at Empress i n  which AEC holds a 

40 percent interest. Natural gas liquids such as propane and pentansr- 

plus are valuable by-products in much of Alberta's natural gas. This 

$72 mill ion project has a design capacity of one bill ion cubic feet 

per day 

AEC also has a quart- interest in another natural gas liquids 

extraction facility at Empress. through Pan-Alberta Resources Inc., a 50 

percent AEC affiliate. Revenues from these investments were up con- 

siderably in 1996 due t o  the strong market prices for natural gas liquids. 

The AECO C HUB is one of the five major natural gar storage facilities 

i n  North America and the largest owned by an upstream oil and gas 

0ompany.Ths Hub is the Canadian reference point for pricing of spot 

gas markets. Storage capability and market services are strategic 

advantages that give AEC a unique insight in the North American gas 

markets. Capacity at AECO C grew by five billion cubic feet i n  1996 to 
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AECO CHUB + 
one of the five major natural gas 

storage facilities in north arnerica 

;as norage withdrawal capacity - AEC owns and operates the 

argest independent storage facility in Canada. 

93 billion cubic feat.The peak withdrawal rate is up to  1.8 billion cubic 

fast per day and can be further expanded to two billion cubio fset per 

day. Additional storage investments are being assessed in California, 

adjacent to major gas transmission pipelines. 

The Storage and Hub Services Business Unit adds value in two 

ways: by storing AECf own production and gas purchased from third 

parties when prices are low for later re-sale in better markets; and, by 

providing a variety of long and short-term storage services at estab- 

lished fees to producers, marketers and industrial customers. AEC's 

E&P business units control 27 billion cubic feet of AECO C storage 

capacity.Third-party customers have contracted for the majority of the 

Hub's firm storage capacity, adding to AEC's long-term stable source 

of cash flow and eamingr.The average remaining term of there third- 

party contracts exceeds seven years. As natural gas supply and 

demand become tighter, andlor gar price volatility increaser, the 

value of gar storage services increaser. 

During 1996, AEC made significant progress on a new storage 

project in northern California.The necessary rights wers acquired and 

an application was filed with the California Public Utilities 

Commi~sion for the construction of the 14 billion cubic feet Wild 

Goose Storage facility. Subject to receiving the necessary regulatory 

approvals, and concluding satisfactory maibt ing arrangements, the 

proposed project could be operational by early 1999. 
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A l b e r t a  Energy C o m p a n y  Ltd. 

s u p p l e m e n t a l  i n f o r m a t i o n  

transportation, storage & processing (unaudited) 

conso l i da ted  s t a t e m e n t  of ea rn ings  

"atural ga r  processing to ta l  transportation. 
b'miilions pipelines gas storage & investments storage 2% processing 
yeat ended decernber 31 1996 1995 1994 1996 1995 1994 1996 1995 1994 1996 1995 1994 

Revenue $ 88.2 S 81.4 5 81.3 $ 25.2 5 18.9 $ 23.5 $ 69.8 5 49.4 5 61.9 $ 183.2 5 149.7 S 166.7 

Operating costs 34.7 27.8 23.1 9.7 7.2 4.6 51.2 35.8 52.3 95.6 70.8 80.0 

Operating cash flow 53.5 53.6 58.2 15.5 11.7 18.9 18.6 13.6 9.6 87.6 78.9 86.7 

DD&A 13.5 13.2 13.5 6.5 6.1 4.1 1.7 22.4 21.1 19.3 2.4 1.8 

Operating income 40.0 40.4 44.7 9.0 5.6 14.8 16.2 11.8 7.9 65.2 57.8 67.4 

General and administrative 

Corporate DD&A 

Interest 

Forelon exchange 

Income faxes 18.1 15.3 23.4 

Net  earnings f rom continuing onerations d 25.2 5 18.7 5 33.7 

Earnings per common share 

conso l i da ted  ba lance  sheet 

S mdiionr, as at  december 31 1996 1995 

Assets 

Current assets $ 58.7 5 31.9 

Capital assets 718.5 343.0 

Investment~ and other assets 17.4 47.5 

$ 794.6 $ 422.4 

Liabilit ies 

Current liabiiities 1 71.8 5 23.7 

Long-term debt 601.3 230.9 

Other liabilities 1.7 1.6 

Deferred income taxes 47.0 33.5 

721.8 289.7 

Capital employed 72.8 132.7 

$ 794.6 5 422.4 

Nore lialudei aihcatlon of carparate asset5 and 1rabrlifrri 

conso l i da ted  s t a t e m e n t  o f  ooe ra t i na  a n d  inves t i ns  ac t i v i t i es  

S m;11,ans. year ended dsceniber 31 

operat ing Activi t ies 

Net earnings from contnuing operations S 25.2 $ 18.7 5 33.7 

~epreciation. depletion and amonization 23.2 21.9 19.7 

Deferred income taxes 10.7 3.2 2.0 

Other 1.0 6.6 1.6 

Cash flow from operations $ 60.1 $ 50.4 5 57.0 

Investing Activi t ies 

Capital investment - Express Pipeline project $1348.7) 5 - 5 : 
Capital investment - other (51.01 131.11 156.31 

Proceeds on disposal of assets and investments 32.6 15.1 0.7 

$1367.11 S 116 01 9: is5 61 
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Management's -.t 

Discussion and Analysis 

of Financial Condition 

and Results of Operations 

results of operations -+ 
exploration and production 

1996 cornoared with 1995 

oil and natural gas 

revenue change 

5 millions 

Management's discussion and analysis of financial condition and results of 

operations is to be read in conjunction with the audited consolidated 

financial statements. The consolidated financial statements have been 

prepared in accordance with Canadian generally accepted accounting prin- 

ciples ("GAAP"). A reconciliation to United States GAAP is included in 

note 14 to the consolidated financial statements. 

AECIs results are reported in two segments: Exploration and 

Production comprises the Company's domestic and international oil and 

natural gas exploration, production and marketing operations;Transpor- 

tation, Storage and Processing includes the pipeline. natural gas storage 

and gas processing operations. 

Results for 1996 were substantially affected by inclusion of Conwest 

Exploration Company Limited l"Conwestm1 results from January 1996 lsee 

note 2 to the consolidated financial statements). Revenues, net of royal- 

ties, increased 61 percent or $352.5 million, to $932.6 million.The accok- 

paving table shows the details of this change by product 

Natural gas 

P m e  Hedge Volume &Other  

16.8 15.1 99.5 7.8 

Oil 

Conventional 32.0 123.21 60.0 115.01 

Syncrude 53.7 133.01 (2.01 124.51 

lnrernanonal 2.2 - 1.1 10.11 

Purchased gas sales 36.7 10.31 86.5 - 

Total 201.4 152.21 245.1 131.81 352.5 

Natural gas prices increased to $1.77 per thousand cubic feet from 

$1.40 per thousand cubic feet in the prior year, primarily as a result of the 

stronger winter heating season demand. The pl-ior year average price 
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included the positive impact of an arbitration settlement concluded in 

1995. Approximately 60 percent of the volumes available for sale in 1996 

were linked to U.S. prices. A gas price swap program was established in 

1995 and at ~eeember 31,1996, eight million eubic feet per day was eon- 

tracted at an average price of U.S. $2.26 per thousand cubic feet. Aii of 

there contracts end by October 1997The increase in natural gas royalties 

and other includes revenues on natural gas liquids sales volumes which 

inoreased to 4,811 barrels per day in 1996 from 1,691 barrels per day in 1995 

due principally to the addition of Conwest volumes. 

Natural gas production volumes sold were 515 million eubic feet per 

day. up from 320 million cubic feet per day in 1995, due principally to the 

addition of Conwest volumes, new production brought on stream and vol- 

umes soid from storage to capture the seasonal price available from peak 

winter markets. Production volumes increased from 356 million eubic feet 

per day in 1995 to 505 million cubic feet per day in 1996. At year-end 1996, 

gas inventory in storage was 12 billion cubic feet, down from 15 

billion cubic feet in 1995. 

At December 31. 1996. the unrealized settlement asset related to the 

Company's natural gas price swaps was $0.2 million. 

Oil prices improved for both conventional and Syncmde operations. 

Conventi~nal oil prices rose six percent to $21.80 per banel 11995 - $20.54 

per barrel1 Synerude prices improved eight percent from 523.69 per barrel 

to $25.68 per barrel in 1996The increase of 20 percent in the WestTexas 

Intermediate ("WTI") average to U.S. $22.01 per barrel from U.S. 518.40 per 

barrel was not fully realized as a result of the  rice hedging program. 

During 1996. the Company entered into price swap agreemems to  fix the 

average price at $23.61 per barrel on approximately 47 percent of its pro- 

duotion. At December 31,1996, the Company had settled all oil fixed price 

agreements. Prices for Argentinean oil averaged $22.36 per banel, net of 

royalties. up 22 percent from the 1995 average of $18.28 per barrel. 

Revenue and cash flow from operations for the year ended 1996 were 

reduced by $64.3 million on oil and gas fixed price agreements in effect 

during 1996. Net earnings were reduced by $42.8 million. 

Canadian conventional oil and natural gas liquids volumes rose to 

24.318 banels per day. an  increase of 84 peroent from 1995. primarily as 

a result of the addition of Conwest volumes and from exploration and 

development activity in the Suffield area. Syncrude's volumes of 27.596 

ban& per day remained near the 1995 record of 27,823 barrels per day 

lntemational volumes increased to 1,241 banels per day 11995 - 1.090 bar- 

rels per day1 as a result of a successful Puesto Prado exploration well 

brought on production in late 1996. 
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product unit net back + 
$per unit 

1995 cornoared with 1994 + 

oil and natural gas + 
revenue change 

Natural Gas Convent!onal Syncrude 
{thousand  cub^ feet) 01 !barrels) !barrels1 

1996 1995 1996 1995 1996 1995 

Revenue 1.80 140 25.14 20.68 29.08 23 83 

Hedge 0.03 - 3.34 0.14 3.40 0 14 

Revenue. net a i  hedge 1.77 1.40 21.80 20.54 25.68 23 69 

Gross averriding royaiy - - - - 0.71 0 60 

Royalties 0.20 0 13 4.28 3.48 5.58 3.02 

Operatng costs 0.47 0 34 4.69 4.15 13.71 13.70 

Net back 1.10 0 93 12.83 12 91 7.10 757 

Natural gas unit net backs increased 18 percent due to  higher prices 

partially offset by  higher per unit operating costs of the Conwest acquired 

properties. Conventional oi l  net backs fell one percent as higher prices 

were offset by  an  increase in  royalties and operating costs. Oil operating 

costs per unit increased due t o  a higher proportion of heavier crude grades 

produced. Syncrude oil net backs decreased six percent as an  increase in 

royalties exceeded the increase in  prices. Syncrude royalties are calculated 

using the price before the hedge. 

Purchased gas sales rose to  532 mil l ion cubic feet per day from a 

1995 total  of 308 mil l ion cubic feet per day as a result of increased trad- 

ing activity t o  capture profits from price volatility in  the short-term mar- 

ket. A t  December 31, 1996, the Company had contracts in  place to 

purchase 144 bil l ion cubic feet of gas over s three-year period. Contracts 

were also in  place t o  deliver 157 bil l ion cubic feet over the  same period. 

The shortfall w i l l  be supplied f rom gas held in inventory, gas to  be 

acquired or produced gas. 

Exploration and Production revenues, net of royalties, for 1995 

increased by $9.4 million t o  $580.1 million.The accompanying table shows 

this increase on a product basis. 

price Royalties 

P m e  Hedge Volume &Other  Total 

Natural gas 159.41 10.11 117.41 17.7 159.21 

011 

ConvenNonai 10.9 10.61 15.1 15.81 19.6 

Syncrude 21.1 11.41 12.2 120.2) 11.7 

infemafional 0.5 - 5.4 10.21 5.7 

Purchased gas sales 1104.01 - 150.3 - 46.3 

Other - - - 114.71 114.7) 

Natural gas prices declined t o  $1.40 per thousand cubic feet from 

$1.88 per thousand cubic feet in the prior year. which reflected the contin- 

uing surplus of natural gas in western Canada that resulted from down- 

stream transportation restrictions. Prices strengthened in  the fourth 

quarter t o  average 51.50 per thousand cubic feet as a result of the winter 
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product unit net back + 
5 per unit 

heating season demand.The average price includes the impact of arbitra- 

tion settlements concluded in 1994 and 1995. Approximately 60 percent of 

the volumes available for sale in 1995 were linked to U.S. prices.A gas price 

swap program was established in 1995 and at December 31.1995.14.2 mil- 

lion cubic feet per day was contracted at an average price of $1.62 per 

thousand cubic feet for various periods. all of which ended in 1996. 

Natural gas production volumes sold were 320 million cubic feet per 

day, down from 345 million cubic feet per day in 1994, as the Company 

elected to inventory volumes in antieipatiori of higher prices. Production 

volumes increased from 341 million cubic feet per day in 1994 to 356 mil- 

lion cubic feet per day in 1995.The excess of production over sales was 

injected into storage. At yespend 1995. produced gas inventory in storage 

was 15 billion cubic feet, up fmm two billion cubic feet in 1994. 

Oil prices improved for both conventional and Syncrude operations. 

Conventional oil prices rose 14 percent to $20.54 per barrel 11994 - $18.09 

per barrel). Syncrude prices improved from $21.76 per banel to $23.69 per 

barrel in 1995, an improvement of nine percent. Prices. net of royalties, for 

Argentinean oil averaged $18.28 per barrel, up five percent from the 1994 

average of $1742 per barrel. These increases parallel a year-aver-year 

increase in the WTI average to U.S. $18.40 per barrel from U.S. 517.19 per 

barrel, with only a small variation in exchange rates.At December 31.1995. 

the Company had 22,000 barrels per day of 1996 sales subject to fixed price 

agreements averaging $23.51 per banel. 

Canadian conventional oil and natural gas liquids volumes rose to 

13,240 barrels per day, an  increase of 29 percent from 1994, primarily as a 

result of exploration and development activity in the East Peace RiverArch 

and Suffield areas. Syncrude's volumes increased six percent to a record 

27.823 barrels per day reflecting higher facility throughputs. International 

volumes increased to 1,090 barrels per day 11994 - 260 barrels per day1 as 

a result of the first full year of production from the Estancia Vieja. 

Argentina. property, acquired in the foulfh quarter of 1994. and the acqui- 

sition of the Anticlinal Campamento property in 1995. 

Natural Gas Conventnnal Synctude 
(thousand cubic feet) 011 ibarlelsi ibarrelsl 

1995 1994 1995 1994 1995 1994 

Revenue 1.40 1.88 20.68 18.09 23.83 21.76 

Hedge - - 0.14 - 0.14 . - 

Revenue. ner of hedge 1.40 188 20.54 18.09 23 69 21.76 

Gross ovelriding royalty - . - - 0.60 0 56 

Royalt~es 0 13 0.25 3 4 8  2 63 3 02 103 

Operating costs 0.34 0 37 4 15 4 77 1370 14.99 

Net back 0.93 1.26 12.91 10 69 757 6.30 
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transportation, storage + 
and processing 

1996 compared with 1995 

1995 cornoared with 1994 -+ 

Natural gas unit net backs declined 26 percent due to lower prices. 

Conventional oil net backs increased by 21 percent as a result of higher 

prices and lower costs which were partially offset by an increase in royalties. 

Oil operating costs per unit declined due to improved operating efficiency 

and higher production volumes. Syncrude oil net backs increased 20 percent 

for the same reasons as conventional oil net backs. While royalty rates gen- 

erally track changes in prices. the increasing profitability of the Company's 

oil sands investment attracted a significantly higher royalhl Improved pm- 

ductivity and operating cost efficiency helped to cushion the impact. 

Purchased gas sales rose to 308 million cubic feet per day from a 1994 

total of 110 million cubic feet per day as a result of increased trading sctiv- 

ity to capture profits from price volatility in the short-term market. At 

December 31.1995. the Company had contracts in place to purchase 63 bil- 

lion cubic feet of gar over a three-year period. Contracts were also in place 

to deliver 66 billion cubic feet. They will be supplied from gas to be 

acquired and gas held in inventory. At year-end. purchased gas held in 

inventory amounted to three billion cubic feet. 

Revenue increased to $183.2 million from $149.7 million in 1995 due 

~rimarily to higher natural gas processing revenues associated with higher 

liquids prices and the commissioning of the new 40 percent owned Empress 

facility. Gas Storage and Pipeline revenues were also somewhat higher. 

Gas storage operating income was up as a result of higher facility 

utilization 

Pipeline operating income was comparable to 1995, as increared 

operating costs, primarily associated with a safety and preventative main- 

tenance program on the Alberta Oil Sands Pipeline. were recovered 

through tariff revenues. 

Revenue declined to $149.7 million from $166.7 million in 1994 due pri- 

marily to lower revenues fmm the natural gas processing plant. Lower costs 

of the natural gas feed stock more than offset this decline and natural gas 

processing plant operating income increased 49 percent to $11.8 million. 

Pipeline operating income decreased 10 percent to $40.4 million in 

1995 partially as a result of project investigation costs. 

Gas storage revenues decreased to $18.9 million from $23.5 million in 

1994. Increases in costs and higher depreciation. depletion and amortiza- 

tion expense reduced operating income to 15.6 million from $14.8 million 

in 1994. Expenses increased as a result of project development costs and 

the impact of a full year of the expanded storage facility operation. 

In December 1995, the Company sold its 50 percent investment in 

Pacific Coast Energy Corporation. owner of the Vancouver Island natural 

gas pipeline. 
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consolidated summary + 
1996 compared with 1995 

1995 compared with 1994 + 

Net earnings in 1996 were $68.0 million compared to $110.2 million 

for 1995, which included the $374 million gain on the 1995 sale of the 

Forest Products Division. Additional factors affecting 1996 net earnings are 

the amortization of the difference between the fair value and accounting 

book value of the Conwest acquisition, higher Syncrude royalties. higher 

interest expense and higher deferred income taxes.These factors were par- 

tially offset by higher natural gas and ail volumes and prices. 

On a continuing operations basis, 1996 net earnings of 553.0 million 

is six percent lower than the 1995 total of $56.3 million. 

Consolidated cash flow from operations was up 52 percent to $411.9 

million, compared to $270.7 million in 1995. Higher natural gas and oil vol- 

umes and prices were the primary contributors. 

On a consolidated basis, net revenues increased to $1,115.8 million 

11995 - $729.8 millionl. Increased natural gas. purchased gas and conven- 

tional oil revenues offset decreases in Syncrude net revenues. Operating 

expenses increased t o  5372.1 million from $2793 million primarily due t o  

higher natural gas and conventional oil operating costs resulting from the 

addition of the Conwest properties. Cost of gas purchased increased pri- 

marily as a result of higher volumes of natural gas purchased for resale and 

higher unit costs per thousand cubic feet. 

General and administrative expense decreased to $32.4 million from 

$35.2 million in 1995 due partially to the inclusion of $2.0 million of one- 

time costs related to streamlining the Company's operations in 1995. 

Net interest expense increased $25.3 million to 553.4 million from 

$28.1 million in 1995 while foreign exchange expense war nil in 1996. 

down from $1.7 million in 1995. Increases in interest were due to higher 

average debt outstanding 11996 - $880 million, 1995 - $490 million1 and 

interest allocated to the Forest Products Division in 1995 of $13.7 million. 

Depreciation, depletion and amortization (''DD&A''l increased to 

$285.8 million I1995 - $155.8 million1 due to higher gas and oil sales vol- 

umes, and an increase in the per unit rate reflecting the amortization of the 

Conwest fair value to book value difference. 

Equity earnings were up $3.1 million in 1996 paltially due to a loss on 

disposition of Pacific Coast Energy Corporation in 1995. 

Income taxes increased primarily as a result of the non-deductibility 

of the amortization of the difference between fair value and book value 

related to the Conwest acquisition. Cash income tax declined to $8.4 mil- 

lion from $39.2 million in 1995 principally as a result of increased 

deductible exploration and development investments. 

Net earnings increased to $110.2 million in 1995, 10 percent higher 

than 1994.This improvement was due to the $37.4 million gain on the sale 
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liquidity and capital + 
resources 

1996 compared with 1995 

of the Forest Products Division, higher oil prices and volumes, the 1994 

impact of foreign exchange expense not incurred in 1995 and lower 

Syncrude operating costs. Significantly lower natural gas prices. increased 

royalties on Syncrude production and the 1994 sale of investments par- 

tially offset these gains. 

On a continuing operations basis, excluding Forest Products, net 

earnings fell $25.9 million to $56.3 million from $82.2 million in 1994.The 

decline in natural gas operating income. as a consequence of lower prices. 

was the major factor in the change. Increases in interest costs due to 

higher average cost of debt 11995 - 8.5 percent, 1994 - 7.8 percent) were 

more than offset by decreases in foreign exchange costs and lower aver- 

age long-term debt levels. 

Consolidated cash flow from operations was $270.7 million. down 

from $294.8 million. Cash flow from continuing operations fell to $246.2 

million from $260.1 million in 1994. 

Cash income tax. excluding income tax payable on the gain on sale of 

the Forest Products Division, amounted to $39.2 million in 1995 (1994 - 

559.1 million). 

On a consolidated basis. net revenues decreased to $729.8 million 

11994 - $737.4 million). Increased oil and purchased gas revenues offset 

decreases in natural gas and natural gas processing revenues. Operating 

expenses decreased to $279.3 million from $288.3 million primarily due to 

lower natural gas processing operating costs. Cost of gas purchased 

increased primarily as a result of higher volumes of natural gas purchased 

for resale, ~art ial ly offset by a lower unit cost per thousand cubic feet. 

General and administrative expense increased to $35.2 million from 

$33.4 million in 1994, due to the inclusion of $2.0 million of one-time costs 

related to streamlining the Company's operations. 

Foreign exchange expense fell $32.1 million to $1.7 million from 533.8 

million in 1994 while interest expense increased $13.2 million to $28.1 mil- 

lion 11994 - $14.9 million). The termination of a US. dollar denominated 

currency swap increased Canadian debt levels and concurrently eliminated 

this foreign exchange exposure. 

DD&A increased to $155.8 million 11994 - $152.2 million) due to an 

increase in the per unit rate and higher oil sales volumes, partially offset 

by lower gas volumes. 

Equity earnings were dawn $2.8 million in 1995 primarily due to a loss 

on disposition of Pacific Coast Energy Corporation. 

The 1996 capital program was the largest in the Company's history 

and included $1.120.9 million as a result of the Conwest acquisition. Capital 

investment, excluding the Conwest acquisition, totalled $908.0 million, 
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$605.9 million higher than 1995. Western Canadian conventional Explor- 

ation and Production capital totalled $444.3 million. up from $193.0 million 

in 1995. The Company's 1996 capital program was primarily directed to 

drilling and completions in Alberta and securing a dominant land position 

in its focus areas. Syncrude capital requirements increased to $29.4 million 

due to new mine development and capacity capabilitv improvements. 

International capital increased from $16.1 million to $24.5 million as a 

result of field development and new exploration wells. 

Capital investment in Transportation, Storage and Processing was 

$397.9 million up from $30.5 million in 1995. During 1996, construction 

began on the Express Pipeline System, a crude oil pipeline from Hardisty. 

Alberta to Casper,Wyoming and on to Wood River, 1llinois.As part of the 

development of the Express Pipeline System.AEC acquired 50 percent of 

the Plane Pipe Line System I"P1ane"l in February 1996 and commenced 

an extensive refurbishing and expansion program which is expected to 

be completed by July 1997. Construction of the Express Pipeline war 

~ubstantially complete by year-end. Commissioning is underway with 

line-fill operations scheduled to begin in February with commercial 

deliveries in Casper. Wyoming expected in April 1997. AECb investment 

in the Express Pipeline System was $348.7 million in 1996 and its share 

of the costs of completion are estimated to approximate $60 million. All 

costs, including interest during construction, have been capitalized to 

the project. 

Investments to increase the AECO C gas storage capacity by five bil- 

lion cubic feet and costs related to the Wild Goose Gas Storage facility in 

California amounted to $18.8 million. In September 1996 the Company and 

its joint venture participants commissioned a new natural gas liquids 

extraction straddle plant at Empress, Alberta after an investment in 1996 

of $15.1 million. 

On a consolidated basis. year-end debt levels increased to $968.3 mi& 

lion from $384.4 million reflecting the 1996 capital program, including 

acquisitions, and the application of $218.0 million net proceeds from the 

Forest Products disposition to debt in 1995. 

The Conwen acquisition was funded by the issue of AEC shares for 

$540.4 million, debt assumed of $215.5 million and new debt of $350.5 mil- 

lion. On acquisition, $165 million of "on-oil and gas assets of Conwest and 

an equivalent amount of debt were not consolidated as the Company 

intended to sell these assets. To December 31. 1996, 8146.0 million has 

been realized on the disposition of these assets and the Company has 

agreements in place t o  sell the remaining assets and realize the balance of 

the $165 million. 
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risk management 

The Express Pipeline investment of 5348.7 million has been funded 

entirely with long-term debt facilities. Alternative financing arrangements 

as discussed in the Outlook section which follows, are in progress. 

The balance of the capital program was funded by cash flow from 

operations. the issue of common share equity for net proceeds of 5266 mil- 

lion and long-term debt facilities. 

In 1996, the Company increased the number of its revolving credit 

and term loan facilities to five by adding a new facilityfor $375 million with 

a syndicate of banks.The total available under all facilities is 5875 million 

repayable over term periods ranging from 6.5 to eight years, and is wholly 

unsecured. At December 31.1996, the Company had 5424.0 million of these 

facilities utilized. As a part of the Conwest transaction the Company 

assumed U.S. 5125 million in fixed rate Senior Notes repayable between 

the years 2000 and 2006. 

The Company completed its strategy to divest itself of non-core assets 

with the sale of its investment in AEC Power Ltd. effective June 30, 1996. 

The Company's results are influenced by factors such as product 

prices, interest and foreign exchange rates. royalties. taxes and operations. 

The Company manages its risk exposure through a combination of 

insurance, commodity price swap agreements, its system of internal con- 

trols and sound operating practices. Derivatives are used only to reduce 

specific risk exposures and are not held for trading purposes. In periods of 

currenoy volatility the Company may also use currency swaps to hedge 

against foreign exchange fluctuations.At year end. there were no currency 

swaps in place. 

In addition to limits established by the Board of Directors on the use 

of commodity price swap agreements, a rigorous system of internal con- 

trol procedures has been established. Credit risks are managed by tranr- 

acting only with preauthailzed financial counterparties where agreemenis 

are in place. Credit limits are established for all parties where a credit risk 

exposure exists and are closely monitored. During the year. commodity 

price swaps were utilized for Canadian oil. produced gas and purchased 

gas.All oil swap contracts had matured by December 31. 1996. 

An active program of monitoring and reporting dey-to-day operations 

provides some assurance environmental and regulatory standards are 

met. Contingency plans are in place for timely response to an event. 

AEC is exposed to risks and uncertainties inherent in foreign opera- 

tions. including regulatory and legislative changes. Events in these opera- 

tions are not expected to have a material adverse effect on the Company 
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outlook Sales ef produced gas are expected to  grow t s  600 million cubic feet 

per day 11596 - 515 million cubic feet per day) and 65,000 barrels per day 

of s i l  and liquids 11996 - 5a.155 barrels per day) as a result of the merger 

w i th  Conwest and prier years' capital pragrams. Prices for gas and si l  are 

enpectnd fs remain near the levels achieved in  1996. A t  1997 anticipated 

velume levels. a change in  natural gas price of SO.10 per thousand cubic 

feet would change cash f low f r ~ m  aperations by approximately $20 mil- 

l ien iS0.17 per share). A U.S. $1.00 per barrel change in  oil price would 

change cash f low from sperations by approximately $22 million iS0.19 per 

share). Natural gas net backs are expected to  remain near 1996 levels. 

With the termination of all s i l  price swaps. s i l  net backs wi l l  reflect the 

trend in  product prices. Oil operating costs are expected to  increase by 

appreximately 10 percent. It is anticipated Syncruds royalty rates wi l l  fall 

in 1897 in  rerpanse ta  new fiscal terms established in 1996 fsr oilsands 

development. 

Approximately 60 percent sf gas contracts wi l l  be t ied t o  U.S. refer- 

ence prices. Of tmtal sales. approximately 47 percent wi l l  be t o  aggrega- 

tors. The Cempany believes it has cmtracted fsr adequate pipeline 

transpornstion t o  achieve its forecasted 1997 direct sales volumes. Capital 

investment for Exploratian and Productien is expected te rise t s  over $600 

millien. 

Transportation, Storage and Processing operations are expected to  

genera* higher net earnings and higher cash flaw from operations as a 

result ef the Express Pipeline and the full year impact of the Empress 

Straddle plant. 

The C o m p a n ~  is pursuing a financial restructuring of i ts pipeline inter- 

ests. ether than its interest in Iroquois GasTransmission System. L P  and 

has filed a \preliminary prospectus (see nete 16 to the notes t o  consoli- 

dated fin,anoial strtementsl 

The Csmpany wi l l  aentinue t s  assess the way in which it finances its 

operafians t o  achieve financially prudent growth.The Company intends to  

finance its 1997 budgeted capital program through cash f low from apera- 

tisns, the planned remrganizrtien of the Cempany's pipeline assets and 

lens-term debt. 

February 14. 7897 
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management report + 

auditors' report + 

The accompanying consolidated financial statements and all information in this annual report are the respon- 

sibility of Management.The financial statements have been prepared by Management in accordance with 

Canadian generally accepted accounting principles and include certain estimates that reflect Management's 

best judgements. Financial information contained throughout this annual report is consistent with these 

financial statements. 

The Company has developed and maintains an  extensive system of internal control that provides rea- 

sonable 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, i t  is the policy of the Company to maintain the highest standard of 

ethics in all its activities. 

AEC's Board of Directors has approved the information contained in the financial statements.The Board 

fulfills its responsibility regarding the financial statements mainly through its Audit Committee. 

Pricewaterhouse, an  independent firm of chartered accountants, was appointed bye  vote of sharehold- 

ers at the Company's last annual meeting to audit the consolidated financial statements and provide an inde- 

pendent professional opinion. 

Gwyn Morgan John D. Watson 

President & Chief Execuhve Officer Vice~Plesident, Finance & Chref Financial Officer 

To the Shareholders ofAlberta Energy Company Ltd.: 

We have audited the consolidated balance sheets of Alberta Energy Company Ltd. as at December 31, 1996 

and December 31.1995 and the consolidated statements of earnings, retained earnings and changes in finsn- 

cia1 position for each of the years in the three-year period ended December 31. 1996.These financial state- 

ments are the responsibility of the Company's Management. Our responsibility is to express an opinion on 

these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards 

require that we plan and perform an audit to obtain reasonable assurance whether the financial statements 

are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the 

amounts and disclosures in the financial statements. An audit also includes assessing the accounting princi- 

ples used and significant estimates made by Management. as well as evaluating the overall financial state- 

ment presentation. 

In our opinion. these consolidated financial statements present fairly. in all material respects, the finan- 

cial position of the Company as at December 31,1996 and December 31,1995 and the results of its operations 

and the changes in its financial position for each of the years in the three-year period ended December 31. 

1996. in accordance with generally accepted accounting principles. 

Chartered Accountants 

Calgaq! Canada February 3 1997; except for note 16 which is as of February 14. 1997 

54 Alberta Energy Company Ltd 



n o t e  reference 

Alberta Energy Company Ltd. 

conso l i da ted  s t a t e m e n t  of ea rn ings  

note three 

note four 

note five 

s mi11<o,is. except per share amounts 

yearended decembei 31 1996 1995 1994 

Revenuer, net of roye1tieo 

Exploration and production 

Transpolfation, storage and processing 

Costs and  expenses 

operating 

Cost of gas purchased 

General and administrative 

Interest, net 

Foreign exchange 

Depreciation, depletion and amortization 

Earnings before the  undernoted 

Equity earnings 

income taxes (79.0) 149.71 155 61 

Net  earnings f m m  continuing operat ions 53.0 56.3 82.2 

Net  earnings f m m  disoontinued operat ions 15.0 53.9 18.3 

Net  earnings $ 68.0 $ 110.2 $ 100.5 

Earnings from continuing operat ions 

per common share 

Basic $ 0.51 $ 0.75 $ 1.11 

Fully diluted $ 0.51 $ 0.72 $ 1.09 

Earnings per common share 

Basic $ 0.65 $ 1.47 $ 1.36 

Fully diluted E 0.65 $ 1.44 $ 1.34 

See accompanymg norer io the cooso!;dated ftnancm! mrements. 

conso l i da ted  s t a t e m e n t  of re ta ined  earninas 

S mi;1ioor 
year ended december 37 1996 1995 1994 

Balance, beginning of year $ 464.7 $ 364.3 $ 314.9 

N e t  earnings 68.0 110.2 100.5 

532.7 494.5 415.4 

Dividends 

Preferred shares - - 13.0) 

Common shares 139.7) 129.8) 128.1) 

(39.7) (29.81 131.1) 

Balance, end o f  year S 493.0 $ 464.7 $ 384.3 

See accompanlnog notes lo the consohdarsd finaodai statements. 
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n o t e  reference 

A l b e r t a  Energy Company Ltd. 

conso l i da ted  balance sheet  

note six 

note seven 

note eight 

note nine 

note t e n  

$ miliiuns 
as at decembei31 1996 1995 

Assets 

current assets 

Cash and shortMeim investments, ar cost 

which appioximafes marker $ 76.7 $ 64.2 

A C C O U ~ S  ieceivabie andaccrued revenue 204.3 132.8 

inventories 36.8 29.1 

317.8 226.1 

Capital assets 3.550.5 1.9377 

Investments and other assets 23.9 54 7 

$ 3,892.2 $ 2,218 5 

Liabilit ies and shareholders' equity 

Current lhabil8ties 

Accounts payabie and accrued iiabiiiries $ 311.2 S 201.7 

Current portion of ioog~feim debt 1.5 1.5 

312.7 203.2 

Long~term debt 968.3 384.4 

Other liabilities 62.3 47.0 

Deferred income taxes 518.9 423.9 

1,862.2 1,058.5 

Shareholders' equity . . 
Share capital 1,532.0 692.3 

Rerained earnings 493.0 464.7 

Foreign currency transiation adjusfmeof 5.0 3.0 

2.030.0 1,1600 

Approved by the Boaid: 

Director Director 
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A l b e r t a  E n e r g y  C o m p a n y  Ltd. 

conso l i da ted  s ta temen t  o f  changes in f i nanc ia l  p o s i t i o n  

S ,r,,il,o,,s except pcrrhare amo,aio 

year ended dccerribei 37 1996 1995 1994 

Operating Activi t ies 

Ner earnings from continuing operations $ 53.0 $ 56.3 $ 82.2 

Depreciation. depletion and amortization 285.8 155.8 152.2 

Deferred income taxes 70.6 24.2 7.0 

Other 2.5 9.9 18.7 

Cash fiow from continurng operations 411.9 246.2 260.1 

Cash flow from discontinued operations . 24.5 34.7 

Cash flow from operations 411.9 270.7 294.8 

~ e f  chanpe in non-cash working capital - continuing operations (50.81 31.3 156.01 

Investing Activi t ies 

Acquisition 

Capital investment - continuing operations 

Capital investment - discontinued operations 

Proceeds on disposal of Forest Products 

proceeds on disposal of assets and investments 

investments and other 

~ e t  change in non~cash working capital 80.7 113.51 7.9 

(1.891.6) 180.41 1287.71 

(Decrease1 increase in cash before financing activities (1.530.51 258.7 158.21 
- 

Financing Activi t ies 

Issue of long-term debt 

Increase in long~term debt an acquisit#on 

Repayment of long-term debt - continuing operations 

Financing activities of discontinued operations 

Common shares issued on acquisition 

Issue of common shares 

Common share dividends 

Preferred share conversion and redemption 

Preferred share dividends - . 13.01 

1,543.0 1195.01 1.0 

lncrease [decrease1 in cash and shon-term investments $ 12.5 $ 63.7 $ 157.21 

Cash and shon-term investments. end of year $ 76.7 $ 64.2 $ 0.5 

Cash f l o w  from continuing operat ions 

Basic $ 3.93 $ 3.28 S 3.59 

Fully diluted $ 3.82 $ 3.18 $ 3.40 

Cash f l ow  f rom ooerat ionr per common share 

Basic $ 3.93 $ 3.61 $ 4.07 

Fully diluted $ 3.82 $ 3.51 $ 3.88 

srX aCCOIIIVanYlllq m r s  10 fiir ~ o n s d ~ d a ~ o t ,  imsririai srstenrenrr 
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Alberta Energy Company Ltd.  

1996 notes t o  consol idated f inancial statements 

rabuiai amounts in $ rniilions. unless otherwise indicated 

note 1 

summary of significant la1 prnciples of consolidation 

accounting policies The consolidated financial statements include the accounts of Alberta Energy Company Ltd. lthe 

"Company"1 and its subsidiaries, all of which are wholly owned. 

Investments i n  jointly controlled companies, jointly controlled partnerships and unincorporated joint 

ventures are accounted for using the proportionate consolidation method, whereby the Company's ppro- 

portionate share of revenues, expenses. assets and liabilities are included i n  the accounts. 

Investments in companies and partnerships over which the Company has significant influence are 

accounted for using the equity method. 

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

on page 72. 

(bi capital assets 

enpioration and production 

conventional The Company accounts for conventional oil and gas properties in accordance with the 

Canadian Institute of Chartered Accountants' guideline on full cost accounting in the oil and gas industry. 

All costs associated with the acquisition, exploration and development of oil and gas reserves are cap- 

italized in cost centres on a country by country basis. 

Depletion and depreciation are calculated using the unit-of-production method based on estimated 

proven reserves, before royalties. For purposes of this calculation, oil is converted t o  gas on an energy 

equivalent basis. All capitalized costs. except as noted below, are subject t o  depletion and depreciation 

including costs related to unproven properties as well as estimated future costs to be incurred in devel- 

oping proven reserves. Costs of exploration and land in international cost centres are excluded from costs 

subject t o  depletion until it is determined whether or not proved reserves are attributable to the proper- 

ties or impairment has occurred. 

Future removal and site restoration costs are estimated and recorded over the estimated life of the 

reserves. 

A ceiling test is applied to ensure that capitalized costs do not exceed the sum of estimated undis- 

counted. unescalated future net revenues from proven reserves less the cost incurred or estimated to 

develop those reserves, related production, interest and general and administration costs, and an estimate 

for restoration costs and applicable taxes.The calculations are based on sales prices and costs at the end 

of the year. 

oil sands Capital assets associated with surface mineable projects are accumulated, at cost, in separate 

cost centres. Substantially all of these costs are amortized using the unit-of-production method based on 

estimated proven developed reserves, applicable t o  each project. 

transportation. storage and pocesshg 

Capital assets related to pipelines are canied at cost and depreciated using the straight-line method over 

the remaining term of each applicable pipeline service agreement. 

Capital assets related to the Company's natural gas liquids extraction plant operations and gas stor- 

age facilities are carried at cost and depreciated using the straight-line method over a term of 20 years. 

icl foreign currency translation 

Operations outside Canada are considered t o  be self-sustaining and use their primary currency for record- 

ing substantially all transactions.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 rev- 

enues and expenses are converted 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 the straight-line method over the remaining life of 

the debt. 
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Alberta Energy Company Ltd. 

1996 notes t o  consol idated financial statements 

tabular amounts in B !nrllions. rinless otherwrse indimred 

note 1 

summary of significant (dl project investigaton costs 

accounting policies Project investigation costs for new business opportunities are charged to earnings as incurred until such 

conrmied t ime as the commercial viability of the project is established. Subsequent expenditures are capitalized and 

amortized on a basis appropriate for the project. 

(el inventories 

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

if) interest capltalizatlon 

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

igl hedging activities 

Settlement of crude oil and natural gas price swap agreements, which have been arranged as a hedge 

against commodity price and currency fluctuations, are reflected in product revenues at the t ime of sale of 

the related hedged production. 

ihl comparative figures 

Certain 1995 and 1994 figures have been reclassified for comparative purposes. 

note 2 

acquisition In January 1996. the Company acquired all of the issued and outstanding common and preference shares 

of Conwest Exploration Company Limited I"Conwest"1 for consideration of 23.6 million common shares 

and cash. Conwest was engaged primarily in the exploration and production of oil and natural gas and had 

an investment portfolio and mining and hydro electric operations. O n  acquisition, 5165 million of non-oil 

and gas assets of Conwest and an equivalent amount of debt were not consolidated in the financial state- 

ments, since the Company intended to dispose of these assets.To December 31, 1996. the Company has 

received proceeds of 5146 million on the sale of these assets and has agreements in place to sell the 

remaining assets and realize the balance of the 5165 million. 

The acquisition has been accounted for using the purchase method with the results of operations of 

Conwest from January 1996 included in the consolidated financial statements. 

The fair value of assets acquired is as follows: 

Deferred ncornc taxes 127.21 

Other non-current liabilt$es 121.11 

Net issets a c q ~ ~ r e d  1.120.9 

Cash less acq t~ i s~ ton  cosrs 114.51 

Long~tein? debt assumed 215.5 

$ 1.106.4 
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Alberta Energy Company Ltd. 

3996 notes t o  consol idated f inancial statements 

tabular amounts h $mil l ions. unless otherwise mdrcated 

note 3 

interest. net 

note 4 

income taxes 

1996 1995 '394 

Interest expense langierm debt 5 55.6 $ 46.0 $ 34.8 

Interest expense other 0.5 - 1.5 

Interest ncorne 12.71 14 21 12 71 

53.4 41 8 33 6 

Less merest allocated la dlscantnued operations Inate 51 - 13.7 18.7 

Interest, net 5 53.4 $ 28.1 $ 14.9 

The provision for income taxes has been allocated as follows: 

D8sconttnued operations (note 51 - 13.7 14 5 

Total ncome taxes S 79.0 $ 63.4 $ 70.1 

1996 1995 1994 

Current $ 4.0 9 36.8 5 571 

Deferred 70.6 24.2 11 0 

nlbelfa royalty tax crcdt 11.51 11.51 11 91 

Large corporations tan 5.9 3.9 3 9 

Income taxes 5 79.0 $ 6 3 4  $ 70.1 

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

1996 1995 1994 

Earnngs before income taxes and galn on sale 

ConDnulng operations $ 132.0 5 106.0 $ 137.8 

Disconilnued opc?ii?nons - 30.2 32.8 

Total 5 132.0 $ 136.2 $ 170 6 

Income taxes at  statutory rate. 1996 and 1995 44 6% 11994443%1 S 58.9 $ 60 7 $ 75.6 

Effect on taxes resulting from: 

Non-dedumbiltfy of crown paymenis and depreaaiion. 

deplenon and arnoitiz.mon 56.5 21.1 25.5 

federal resource allowance 141.41 121.51 125 01 

ulrlmfion of tan losses - 11.41 16 41 

Aibeiia royalty ran cn?d#t 11.51 11.51 11.91 

Large coipomions fan 5.9 3 9 3.9 

Other 0.6 2 1 11.61 

Income taxes leffectlve rate 1996 59 8% 1995 4 8 . 5 %  1994 41.1 % I  S 79.0 5 6 3 4  $ 70.1 

The Company's U.S. subsidiaries have approximately U.S. $10.0 million of tax losses available which 

can be applied, with certain restrictions, against future taxable income earned i n  the U.S.The benefit of 

these tax losses, which will expire between 1999 and 2010, has not been recorded. 

The amount of capital assets without a tax base is $577.8 million 11995 - $147.0 millionl.The amount 

of tax pools available are $1.5 billion 11995 - $0.7 billion). 
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Alberta Energy Company Ltd. 

1996 notes t o  consol idated f inancial statements 

tabular amounts in $ mrilions, unless otherwise indrcated 

note 5 

discontinued operations On August 25, 1995 the Company sold its Forest Products Division for net proceeds of $218.0 million The 

Forest Products Division has been reflected in the consolidated financial statements and notes on a dis- 

continued operations basis. A recovery of income tax relating t o  the Forest Products Division was recog- 

nized in 1996. 

The results of discontinued operations for the comparative periods are summarized as follows: 

1996 1995 1994 

Revenue $ - $ 1352 $ 1840 

Operating casts - 83 9 120 8 

Ueprecaton depleion and amonzaion - 6 7 9 5 

Opeiafng ncorne - 44 6 53 7 

Interest and foreign exchange - 14.4 20 9 

Income taxes - I? 7 14 5 

note 6 

inventories 

note 7 

capital assets 

Net eainngs from disconinued operatons 5 15.0 $ 5 3 9  $ 18.3 

Pans. si~pplms and other 5 17.6 $ 14 6 

1996 1095 
Accumulated Arcurn~$ated 

Property piant and equprnent Cost DD&A* Net Cost DD&Ar Net 

t~p lo la t#on and producton 

C~nverlfional 5 3,881.1 $ 1,393.9 5 2,487.2 $ 2,1665 $ 9046  5 1.261 9 

Transpoitaron, storage 

and processing 961.4 248.9 718.5 566 4 223 4 343 0 

5 5.352.1 $ 1.801.6 5 3.550.5 $ 3.2153 $ 1.2776 5 1.9377 

* Dc~recfaaon. dopletm mdarnon8zirroi~ 

Transportation, Storage and Processing indudes $348.7 million (1995 - nil) related t o  the Express 

Pipeline project for construction in progress, which has not been depreciated. Interest was capitalized on 

the Express Pipeline project in the amount of $5.8 million 11995 - Nil). 

At  December 31,1996,531.9 million (1995 - 519.7 million) of expenditures in international cost centres 

was excluded from depletable costs. 

The prices used in the ceiling test evaluation of the Company's Canadian conventional reserves at 

December 31, 1996 were as follows: 

Natural gas: $2.43 per million British thermal units 

Oil and natural gas liquids: $26.85 per barrel 

Depreciation, depletion and amortization includes $52.8 million (1995 - $12.9 million; 1994 - $14.6 mil- 

lion) of depletion related t o  costs which are not deductible for income tax purposes. 
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Alberta Energy Company Ltd. 

1996 notes t o  consol idated f inancial statements 

tabular amounts m $millions. unless otherwise indicated 

note 8 

investments and 

other assets 
~ e f c r r o d  penson assets - 79 

Otlhcr 2.3 1 4  

note 9 - 
>,e rricrence 

long-term debt 
Canadian dollar debt 

Revovng credrt and term loan boirowngs b 

Nates payable $ 424.0 

UnSPCuled debentures 

70.50%. due June 30, 1996 - 

O 50%. due February 75, 2000 25.0 

160%. due March 75, 2001 50.0 

9.85%, dim March 15, 1002 25.0 

8 15%, due July 31. 2003 100.0 

6 60% due June 30. 2004 50.0 

850%, due March 15, 2071 50.0 

U.S. dollar debt 

U 5. w s o c ~ r e d  senor notes d 

GS9%, dueAugust ZOO7 54.8 

734% due August ZOO6 116.4 

U S  revolvmg cred t  and tcrm loan borraw#ngs b 

Tcnn loans 63.3 

958.5 

Non-recourse long-term debt" 

Term loans e 11.3 

Total long~term debt 959.8 

Current portion of long-tcrm debt 1.5 

(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: 

(b) revolving credit and term loan borrowings 

In 1996, the Company increased the number of its revolving credit and term loan facilities to five by adding 

a new facility for $375 million with a syndicate of banks.The five facilities, totaling $875 million, are fully 

revolving for 364-day periods with provision for extensions at the option of the lenders and upon notice 

from the Company. If not extended, two facilities convert t o  non-revolving reducing loans for terms of 6.5 

years, one for a term of seven years and two for terms of eight years. 

All five loan facilities are unsecured and available in Canadian and/or US. dollar equivalent amounts; 

they cuwently bear interest either at the lenders' rates for Canadian prime commercial or U.S. base rate 

loans. or at Bankers' Acceptance rates, or at LIBOR plus applicable margins. 
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Alberta Energy Company Ltd. 

1996 notes t o  consol idated f inancial statements 

tabular amounts in $ rniliions. unless otherwise indicated 

note 9 

long-term debt 

coormued 

note 10 

other liabilities 

Alenco Inc.. a subsidiary of the Company, has a U.S. $50 million unsecured revolving credit and term 

loan facility, of which US. $46.2 million was utilized at year-end.This facility is guaranteed by the Company 

and is fully revolving for 364-day periods with provision for extensions at the option of the lender follow- 

ing notice from Alenco lnc. If not extended, the facility convens t o  a non-revolving reducing facility t o  be 

repayable in full by the end of eight years. Loans are available in U.S. dollars and currently bear interest 

either at the lender's rates for U.S. prime rate or U.S. base rate loans. or at U.S. Bankers' Acceptance rates. 

or at LIBOR plus applicable margins. 

AEC Oil Sands Ltd., a subsidiary of the Company. has a $25 million unsecured revolving credit and 

term loan facility, of which $12.2 million was utilized at year-end.The facility is fully revolving for 364-day 

periods with provision for extensions at the option of the lender following notice from AEC Oil Sands Ltd. 

If not extended. the facility converts to a non-revolving reducing facility to be repayable in full by the end 

of five years. Loans are available in Canadian dollars and currently bear interest either at the lender's rates 

for prime rate loans, or at Bankers' Acceptance rates plus applicable margins. 

Notes payable consist of Bankers' Acceptances and Commercial Paper maturing at various dates with 

a weighted average interest rate of 3.56 percent (1995 - 6.25 percent). Notes payable shown as long-term 

debt represent amounts which are not expected t o  require the use of working capital during the year and 

are fully supported by the availability of term loans under the revolving credit facilities. 

i d  unsecured debentures 

The unsecured 10.50 percent debentures matured June 30, 1996.The repayment of this issue at maturity 

was made using other long-term debt. In 1996, under i ts medium term note program. the Company issued 

$150 million in unsecured debentures. 

id) US. unsecured senior notes 

In 1996 the Company issued unsecured senior notes in the amount of U.S. $125 million through a private 

placement.The notes were issued in two tranches. One is in the amount of US. $40 million bearing inter- 

est payable quarterly at 6.99 percent.Terms of this tranche require principal repayments of U.S. $10 million 

in August, 2000 and U.S. $30 million at maturity in August, 2001.The second tranche in the amount of U.S. 

$85 million bears interest payable quarterly at 734 percent and requires principal repayments of U.S. $28.3 

million in August, 2004 and August, 2005 and U.S. $28.4 million at maturity in August, 2006. 

ie) term loans 

AEC has a 49.995 percent interest in Pan-Alberta Resources Inc. ("PARI") which has a non-recourse secured 

term credit facility which finances its investment in its natural gas liquids extraction plant joint venture. 

The term credit facility is secured by PARl's interest in the joint venture assets and certain related agree- 

ments.The debt is repayable over the initial term of the related joint venture contracts in equal monthly 

installments totaling $1.5 million 149.995 percent) per year 

Canadian dollar loans bear interest at the lenders' rates for Canadian prime commercial loans or at 

Bankers' Acceptance rates plus applicable margins. 

At yyear-end, outstanding obligations under the facility included Bankers' Acceptances (Canadian) and 

Canadian dollar loans of $11.3 million (49.995 percentl ($12.8 million in 1995). 

1996 1995 
.- 

~utu re  removni and ~ ( r e  restoraton costs S 42.6 S 26 1 

Long~lecm lbabl~tlcs related to Syncrude 6.6 .I18 

Deferred acquisiton payable 5.0 5 0 

Ottler 8.1 4.1 

S 62.3 $ 470 
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1996 notes t o  consol idated f inancial statements 

tabular amounts in $ inillions uriless o the rwm rndrcated 

note 11 

share capital Yulhor8ied 

20.000.000 Frs t  preferred s1,ares 

20.000.000 Second prefcrrcd slharcs 

20.000.000 Third preferred shams 

Un im ted  Common shares 

5.000.000 Non~votng shares 

1996 1995 
Number of Shares nmount Number of Shares Amount 

Common shares 

Baancc, begnnng of year 75,539.019 S 692.3 74.464.114 $ 6 7 3 3  

Issued on acqulslfonX inole 2) 23.624.817 540.4 - - 

Issued for cash 11.250.000 279.7 - - 

Employee share optlon p a n  910.764 15.5 324.211 4 7 

Stlareholder $"vestment plarl 162.501 4.1 750.694 14 3 

Balance, end of year 111,487,101 $ 1.532.0 75.539.019 $ 692 3 

" lmcludcs 471.28d currirrrm sli,xes whd, have not beef7 #ssuedi i  Dscrrrhrr 37. ,996 

The Employee Share Option Plan provides for granting to employees of the Company and its subsidiaries 

options t o  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 percent on or after each of the first 

four anniversary dates of the grant. 

At  December 31, 1996, employee share options, exerciseable between 1997 and 2003 were out- 

standing to purchase 4,684,050 (1995 - 3,093,002) Common Shares at prices ranging from $12.04 t o  $3135 

per share. 

1996 1995 

common shares under opton, begnnng of yeni 3.093.002 2,489,079 

Share options gmnlzd 

Shire options exercised 

S h a e  opt~ans cancelled 1484.4381 1203.0661 

common slhares under opton, end of year 4.684.050 3.093.002 

The number of Common Shares reserved for issuance under the Employee Share Option Plan was 

8,435.924 at December 31, 1996 13,115,743 at December 31, 19951. 

note 12 

financial instruments The Companyg financial instruments that are included in the consolidated balance sheet are comprised of 

cash and short-term investments, accounts receivable, and all current liabilities and long-term borrowings. 

(a1 o I  and gas price hedgng 

During 1996.24.500 barrels of oil per day was subject t o  fixed price swap agreements at $23.61 per barrel 

resulting in a reduction in revenue totaling $58.2 million. In addition, 40 million cubic feet per day of nat- 

ural gas was subject t o  fixed price swap agreements at U.S. $1.32 per thousand cubic feet resulting in a 

$6.1 million reduction in revenue. 

At December 31, 1996 there were no oil fixed price swap agreements in effect. A total of 8.3 million 

cubic feet per day of gas is subject t o  fixed price swap arrangements for settlement in 1997 at an average 

swap price of U.S. 52.26 per thousand cubic feet. 
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1996 notes t o  consol idated f inancial statements 

tabular amounts c i r i  $ nlillions. unless otherwise rndicated 

note 12 

financial instruments (bl fair values of financial assets and liabilities 

cononoed The fair values of financial instruments that are included in the consolidated balance sheet, other than 

long-term borrowings, approximate their carrying amount due t o  the short-term maturity of those 

instruments. 

The estimated fair values of long-term borrowings have been determined based on market informa- 

tion where available, or by discounting future payments of interest and principal at estimated interest rates 

that would be available t o  the Company at December 31, 1996. 

1996 1995 
Balance Sheet Fair Baarice Stmet Fdlr 

Amount Value Amotr~nt Valhe 

Lonq~lerm debt S 968.3 5 1.003.4 9. 384.4 S 396 5 

Id credit risk 

A substantial portion of the Company's accounts receivable are with customers in the oil and gas indus- 

try and are subject to normal industry credit risks. All natural gas swap agreements are with major finan- 

cial institutions in Canada and the United States. 

Id1 Interest rate ilsk 

At December 31, 1996, the increase or decrease in net earnings for each one percent change in interest 

rates on fioating rate debt amounts t o  $2.9 million. 

note 13 

supplementary information la) nvestments proportonatey consohdated 

The Company conducts a substantial portion of its oil and gas activity through unincorporated joint ven- 

tures which are accounted for using the proportionate consolidation method. In addition. the 50 percent 

owned Express Pipeline (including Express Pipeline Ltd., Express Pipeline Partnership and Platte Pipe Line 

Company) is also accounted for using the proportionate consolidation method. Included in the Company's 

accounts are the following amounts related t o  Express Pipeline: 

lbi pension plans 

The Company has both a defined benefit pension plan and a defined contribution plan which cover sub- 

stantially all employees.The defined benefit pension plan provides pension benefits upon retirement based 

on length of service and final average earnings. Defined contribution benefits are determined by the value 

of contributions and the return on investment of these contributions. 

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 man- 

agement's best estimate of the pension plan's expected investment yields and the expected salary esca- 

lation, 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 costs of defined contribution pension benefits are based on a percentage of salary. 
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1996 notes t o  consol idated f inancial statements 

tabular amounts in S mrllions unless otherwise indicated 

note 13 

supplementary information The cumulative difference between the amountsfunded and expensed is reflected as a deferred asset 

continued in the consolidated balance sheet. 

At December 31, 1996, the market value of defined benefit pension fund assets was $60.2 million 

(1995 - $54.2 millionl and the accrued pension liability, as estimated by the Company's actuaries, was $54.0 

million 11995 - $38.1 millionl. 

In addition, one of the Company's unincorporated joint ventures has a defined benefit pension plan. 

At December 31. 1996, the market value of the Company's share of pension fund assets was $70.6 million 

(1995 - $61.5 million) and the Company's share of accrued pension liability. as estimated by the joint ven- 

ture's actuaries, was $72.0 million 11995 - $66.3 millionl. 

(cl related party transactions 

During the year the Company sold approximately $7.3 million 11995 - $9.7 millionl of natural gas to affili- 

ates at market prices, $4.8 million of which is included in accounts receivable at year-end 11995 - nil). 

(d) net change in nan-cash working capital 

operating activities 

Contnuing operaions 

A C C O U ~ ~ S  recelvabie and accrued revenue 

lnvcnmnes 

~ c r o u r m  payable and accrued lrabilrrrcs 

Lhscontnued operatons 

Accounts recervable and acciued revenue S - '6 271 S l7Gi 

i n v e i l f ~ n r ~  - 32 7 16.61 

A C C O L ~ ~ S  payable end accrued liabilities - 1227I 4.9 

5 - $ 37.1 $ 19.31 

Investing activities 

Accounts payable and a~c iued  lrabidtres S 80.7 $ 113.51 $ 7.9 

note 14 

united states accounting The financial statements have been prepared in accordance with Canadian generally accepted accounting 

principles and reporting principles.They differ from those generally accepted in the United States in the following respects: 

(a1 full cast accountng 

Under Canadian Generally Accepted Accounting Principles 1"GAAP"l. a ceiling test is applied t o  ensure that 

capitalized costs do not exceed the sum of estimated undiscounted, unescalated future net revenues from 

proven reserves less the cost incurred or estimated t o  develop those reserves. related production, interest 

and general and administration costs. and an estimate for restoration costs and applicable taxes. 

Under the Full Cost method of accounting in the United States, costs accumulated in each cost cen- 

tre are limited to an amount equal to the present value, discounted at 10 percent. of the estimated future 

net operating revenues from proven reserves, net of restoration costs and income taxes. 

(b) mcome taxes 

Under Canadian GAAP the Company provides for potential future taxes using the deferred credit method 

under which tax provisions are established using tax rates and regulations applicable in the year the pro- 

vision is recorded.These remain unchanged despite subsequent changes in rates and regulations. 

In the United States, Statement of Financial Accounting Standards No. 109 IFAS 1091. "Accounting for 

IncomeTaxes," requires the recognition of deferred tax assets and liabilities for the expected future tax con- 

sequences of events that have been recognized in the Company's financial statements or tax returns. In 

estimating future tax consequences. FAS 109 generally considers all expected events including enacted 
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1996 notes t o  consol idated financial statements 

tabuiai ainounts in $millions. uniess otherwise indicated 

note 14 

united states accounting changes in laws or rates. 

principles and reporting (c) foreign currency translation 

continued Long-term debt in foreign currencies was translated at the rate of exchange in effect at the end of the year. 

Unrealized exchange gains and losses arising on translation were deferred and amortized over the remain- 

ing terms of the debt. United States generally accepted accounting principles require that such gains and 

losses be reflected in the period in which they arise. 

Id1 eamngs per share 

U.S. GAAP requires the inclusion of Common Stack Equivalents in the calculation of primary earnings per 

share. In 1996 these would total 4,684,050 shares (1995 - 3,093,002 shares; 1994 - 2,469.079 shares). 

(e )  Unlted States earnlngs 

If the consolidated financial statements had been prepared in accordance with generally accepted account- 

ing principles in the United States the following adjustments would be required: 

Incornc fanes on foreign exchange - . 1761 

lncomc faxes - FAS 109 6.1 12 21 125 41 

N e t  eainlngs accaidng to U S GAAP S 74.1 5108 0 $ 8 4 7  

Eamngs per share 

The adjustments under U.S. GAAP would result in changes t o  the consolidated balance sheet of the 

Company as follows: 

As at December 31,1996 As at  December 31. 1995 
AS Repmted US. GAAP As Repoifed U S  GAAP 

Assets 

Current assets 5 317.8 5 317.8 5 226.1 $ 226.1 

Caprtai assen 3,550.5 3,898.2 1,9377 1.9377 

Investmenis and oihei assets 23.9 23.9 54.7 54 7 

S 3,892.2 5 4.239.9 $ 2,2185 $ 2.2185 

Llab8lities and Shareholders' Equity 

Current liabdifies S 312.7 S 312.7 $ 203 2 5 203 2 

Long~teini debt 968.3 968.3 384 4 384 4 

Ol'ier lmbilhes 62.3 62.3 47.0 470 

Defeired income fanes 518.9 894.9 4239 456.4 

i f) statement of changes in financial position 

Under Canadian GAAP acquisitions are reported i n  the statement of changes in financial position inelud- 

ing non-cash transactions.These non-cash transactions, which include the exchange of shares ($540.4 mil- 

lion) and debt assumed ($215.5 million) as a part of the Conwest acquisition (note 2) i n  1996, would be 

excluded from the U S  GAAP statement of cash flows. 

The adjustments under U.S. GAAP would result in changes t o  the consolidated statement of changes 

in financial position of the Company as follows: 
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1 9 9 6  no tes  t o  consol idated f inancial  s ta tements 

tabula, amounts in $ n?rllions unless otherwise indrcared 

note 14 

united states accounting 1996 -- 

principles and reporting 
n v c s t n g  a c t v t c s  as roportcd S 11.891.61 

No"-cash terns 755.9 
continued 

Investno ac t v tes .  US.  GAAP S 11.135.71 

Fnancilg actvties,  as reported 1,543.0 

No"-cash te,ns 755.9 

Fnanclng a c t v t e s .  US.  GAAP S 787.1 

note 15 
Transpoitaron. 

segmented information 
Exploiaran & Productan Storage & P r o c e s m g  Iota1 

note 16 

subsequent event 

Royalties 135.6 63 5 52 1 - - - 135.6 63 5 52 1 

Revenue, ne t  of royates  932.6 580 1 570 7 183.2 749.7 166 7 1,115.8 729 8 7374 

Operr tng  costs 276.5 208 5 208 3 95.6 70 8 8 0  0 372.1 279 3 2 8 8 3  

Cost of gas purchased 246.4 126 9 8 3  0 - - - 246.4 126 9 8 3  0 

Operatng cash flow 409.7 2 4 4 7  279 4 87.6 7 8  9 8 6 7  497.3 3 2 3  6 366 1 

DD&A 258.3 131.6 126 7 22.4 21 1 1 9 3  280.7 1 5 2 7  1 4 6 0  

Opeiatng ncome 151.4 113 1 1 5 2 7  65.2 578 67.4 216.6 170 9 220 1 

Equty eainlngs - - - 6.3 3 2 6 0 6.3 3 2 6 0 

D ~ s ~ o n s l  lncarnc 151.4 113.1 152 7 71.5 61 0 73  4 222.9 174 1 226 1 

Less 

General & admmrsfiaove 28.1 29 1 31 1 4.3 6 1 2 3 32.4 3 5  2 33  4 

Carparare DD&A 4.3 2 3 5 8 0.8 0 8 0 4 5.1 3 1 6.2 

lilteresf & foreign exchange 30.3 9 7 3 5  1 23.1 20 1 1 3  6 53.4 29 8 48.7 

filcaine taxes 609 34 4 32 2 18.1 15 3 23 4 79.0 49 7 55.6 

Net earrings 

contnumg aperarons S 27.8 $ 3 7 6  5 48 5 S 25.2 $ 18 7 $ 33 7 53.0 56 3 82 2 

Net earnngs  

dscont8nued operations 15.0 5 3  9 1 8 3  

Nef earnngs S 68.0 S 110 2 5 100 5 

Ideni fable assets 5 3,0976 $ 1.796 1 $ 1,6571 1 794.6 $ 422 4 5 4 2 9 7  $ 3.892.2 5 2 . 2 1 8 5  $ 2 , 0 8 6 8  

Addr~ans to capital 

assets and nvestrnents S 513.3 S 2 3 9 9  $ 283 5 S 400.2 $ 32 6 $ 5 8 6  5 913.5 5 272 5 $ 342 1 

On February 13. 1997,AEC Pipelines, L.P. filed a preliminary prospectus in Canada related t o  the sale of l im- 

ited partnership units.AEC Pipelines, L.P., is a l imited partnership which was organized by the Company to 

acquire and hold all of the operating crude oil and natural gas liquids pipelines presently owned directly 

and indirectly by the Company and to  hold investments in  AEC Express Holdings Ltd., the principal asset 

of which is a 50 percent interest i n  the Express Pipeline System. It is anticipated the Company wi l l  have a 

70 percent interest i n  the limited partnership and the results wi l l  be consolidated. 
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supplemental information 

consolidated financial information (unaudited) 

financial statistics 

N e t  earnings i$ millions1 

$ per share 

Basic 

Folly diluted 

Cash flow from operation* 

6 mi11ionsi 

$per share 

Basic 

Fully diIo?ed 

Shares 

common sharer outstanding 

Irnilli0"S) 

Average common shares 

outsfanding imillionsl 

Price range i$ per share) 

TSE 

High 

Low 

Ciose 

NYSE ($US) 

High 

LOW 

nose 
Share volume tradedimiliionsi 

Ratios 

Debt-to-equity 

Corporate 

Exploration and production 

Tramponation. storage 

and processing 

N e t  debt-to-cash flow 

Exploration and production 

Interest coverage 

Return on equity 

Refur" on assets 

year 
- 

68.0 

0.65 

0.65 

411.9 

3.93 

3.82 

111.5 

104.9 

33.25 

21.75 

32.70 

24.13 

16.00 

24.00 

71.7 

3268 

16:84 

89:11 

*.ox 

3 . 4 ~  

3.7% 

2.7% 

Dividend6 per common share1 0.40 0.40 0.35 . - ~  
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consolidated financial information (unaudited) 

d iv i s iona l  conso l i da ted  ba lance sheet  

~ 

exp1orstion transportation, 
&p roduc t ion  storage 8 processing to ta l  

5 miliions 1996 1995 1996 1995 1996 1995 

Assets 

Current assets $ 259.1 $ 194.2 $ 58.7 $ 31.9 $ 317.8 5 226.1 

Capital assets 2.832.0 1,5947 718.5 343.0 3,550.5 1,937.7 

InveSfmenfS an* 

other assets 6.5 7.2 17.4 475 23.9 54.7 

Total 13.097.6 $ 1,7961 $ 794.6 $ 422.4 $3,892.2 $ 2.2185 

Liabilit ies 

Current liabhties $ 240.9 $ 179.5 $ 71.8 $ 23.7 S 312.7 $ 203.2 

Long~term debt 367.0 153.5 601.3 230.9 968.3 384.4 

Other abilit ies 60.6 45.4 1.7 1.6 62.3 47.0 

Deferred income taxes 471.9 390.4 47.0 33.5 518.9 423.9 

1.140.4 768.8 721.8 289.7 1,862.2 1.0585 

Capital  employed 1,957.2 1.027.3 72.8 132.7 2,030.0 1,1600 

Total $ 3.097.6 S 1,796.1 $ 794.6 $ 422.4 $ 3,892.2 $ 2,2185 

Note indodes aNocahor: 0, cumoiirc asicrr a i m  ,,a.lhri,r,w 

cap i ta l  i nves tmen t  

I 
S! 

Conventional oil and gas 

Conwesf acqulsidon 

western Canada 

internotionai 

Ofher 

Syncrude 

Transportation. storage and processing 

Express Pipeline project 

Ofhe, 

Forest Products 

Other 

Total capitai investment 

Investments 5.5 1.5 2.3 1 0  

~ o f a l  capiral and investments $ 2.034.4 $ 303.6 $ 371.7 $ 2616 $ 99.9 
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c o r p o r a t e  information 
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Phone 14031 266-8111 

AEC West Operations Office 

3700. 707 - 8 Avenue S W 

Calgary, Albena T2P 1H5 
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13 75% Syncrude 
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Company Ltd 
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L immd Paifneiship's 5%) 

Annual and Special Meeting 
of Shareholders 

Wednesday, April 9. 1997 

at 3:00 P.M. local time 

Westin Hotel 

320 4 Avenue S.W. 

Calgary Alberta 

Shareholders of Albena Energy 

Company Ltd. are encouraged to 

attendThose unable to do so are 

asked to sign and return the form 

of proxy mailed with rhs  repon. 

Additional Information 

For addronal mestor  relatons 

information please contact 

Brlan C Ferguson. Drector Corporate 

Relations and Corporate Secretary, at  

the above Registered office address. 

Internet Address 

bbl barieiisi 

bbyd barrelis) per day 

B c ~  billion cubic feet 

BcVd billion cubic fee? per day 

BcFe billion cubic fee? equivalent 

BOE barrel o f  oil equwalent 

btu Bmsh  thermal unit 

Mbbl/d fhousand barrels per day 

M c f  rhousand cubic fee? 

Mcf/d thousand cubic feet per day 

McFe thousand cubrc feer 

equivalent 

MMbbl  million banels 

MMbru million British rheimai uniis 

MMcf  rnill im cubic Feet 

MMcf/d m i l o o  cubic feet per day 

NGLs natural gas liquids 

TCF rrillion cubic fee? 
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