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Annual Meetinp 

The Annual Meeting of the shareholders 
of the Company will be held at the Calgary 
Inn, Calgary, A l b e r t a  on A p r i l  9, 1973 at 
10:30 a.m. 

The Company's compressor station 
at Turner Valley is in a typical 
Alberta foothills setting southwest 
of Calgary. 





S. R. Blair 

Report 
To Shareholders 

ALBERTA SERVICE EXPANSIONS 

The recent yearly growth of the Com- 
pany's principal and original business 
of providing transmission service for 
Alberta-produced natural gas has 
been: 

Total 
additions to 

gas plant 

1969. . . . . . $ 68 million 
1970. . . . . . $ 83 million 
1971 . . . . . . $ 61 million 
1972.. . . . . $ 45 million 
1973.. . . . . $ 24 million 

Net growth 
after 

depreciation 

$ 60 million 
$ 74 million 
$ 50 million 
$ 33 million 
$ 11 million 

These figures are set out to be plain 
about slower growth which the Com- 
pany experienced in 1972 and faces 
again for 1973. The management is op- 
timistic that this immediate trend can 
be countered. If it is not, it would 
produce slower growth in revenue and 
income. 

We know such a trend to be opposite 
to the general trend of gas supply 
availability in Alberta. Therefore we 
believe the growth prospect of our 
Company, if only as a transporter of 
Alberta gas, is stronger than implied 
superficially by the record of the last 
few years. 

For instance, it was mentioned in 
previous annual reports that our ad- 
ditions to gas plant in 1971 would have 
been $110 million and in 1972 $100 
million if our customers had been able 

J. C. Mayne 

to deliver into United States and Cana- 
dian markets outside of Alberta all the 
gas for which they had contracted in 
Alberta and received Alberta authoriza- 
tion. Most of this gas is still waiting for 
market; hence, the corresponding 
deferred service expansion orders re- 
main in prospect for our Company. 

As another case in point, should 
Pan-Alberta Gas Ltd. (which is discuss- 
ed in greater detail under "Other Major 
Developments") receive the necessary 
regulatory authorizations to market the 
additional gas supply which it is con- 
tracting and which is over and above 
the customers' supply described 
above, the corresponding expansion of 
our gas transmission services would 
have a capital cost of the order of $200 
million for operation starting in 1974. 

So we note some current dearth of 
growth in a period and province of 
plenty. This aberration should prove 
temporary. However, we have no illu- 
sion that the situation will correct itself 
while we watch; instead, we will con- 
t inue th rough Pan-Alber ta and  
otherwise to do what we can to con- 
tribute to healthy growth and incentive 
for production of natural gas in Alberta. 

In the meantime, your management 
is engaged in other endeavours to 
provide further for continuing growth of 
the Company in the long term, as will 
be described under "Other Major 
Developments': 



CONSTRUCTION AND OPERATIONS 
ECONOMICS 

Our unit charges for gas transmis- 
sion services in 1972 averaged 1.65 
cents to transport each Mcf of gas one 
hundred miles, after adding costs of all 
gathering lateral, measurement and 
quality control services as well as 
mainline transmission charges. 

This figure was slightly below the 
average of 1.67 cents calculated for 
1971. 

So measured, the Company's perfor- 
mance continued to be relatively 
economical within its industry. 

Part of the reason for the Company's 
good cost performance historically has 
been its continuous advance into in- 
novative use of larger sizing of mainline 
pipe and equipment to produce lower 
unit costs. In recent years, such activity 
has been directed particularly towards 
field compressor equipment of which 
a 24,000-horsepower unit was put into 
service in 1971 and a 35,000-horse- 
power unit was contracted and under 
design in 1972. Each of which will be 
the first of its size within Canada. 

At the 1972 annual meeting, atten- 
tion was called to the effects which our 
past practice of deferring income tax 
have produced in helping to keep our 
transmission charges low, and to our 
conclusion that we should commence 
charging for a portion of such taxes in 
1973. In December, we announced that 
we estimated such tax charges for 1973 
will be $5 million. This will start a 
necessary transition towards an in- 
evitably higher level of future average 
service charges. 

It was also announced that in 
December following extensive review 
with our customers that our overall rate 
of return was set at 9% effective 
January 1. 1973 to maintain return to 
common equity in the range determ- 
ined reasonable by regulatory finding. 

OTHER MAJOR DEVELOPMENTS 

In reporting on Alberta service ex- 
pansions we commented briefly on our 
current situation as a transporter of gas 
produced within Alberta. 

The other main bases of the Com- 
pany's present business interest and 
prospects for future growth are its 
future participation in moving new 
supplies of gas from regions north of 
Alberta, its participation in Pan-Alberta 
Gas Ltd. and its initial effort to select 
diversification of some investment 
beyond gas transmission operations. 

Two-fold contribution by our Com- 
pany is in prospect for the transporta- 
tion of gas to be produced from the 
north slope of Alaska, from the 
Mackenzie Delta and the other sources 
tributary to a Mackenzie Valley gas 
mainline. First, we are one of the 
pipeline carriers in western Canada 
which may provide such transmission 
services by expanding existing systems 
wherever such service is more 
desirable, after weighing economic and 
all other factors, than the arranging of 
entirely new systems following new 
routes. Second, we are offering to take 
a substantial position as a co-investor 
in the equity securities of the new com- 
pany which would be financed to build 
at least the mainlines in the Northwest 
and Yukon Territories. 

The Pan-Alberta project was con- 
ceived in 1972 as capable of meeting 
the federal export conditions that gas 
be surplus to Canadian requirements. 
that the export price be high enough to 
achieve real opportunity value and that 
there be substantial Canadian owner- 
ship content. 

The project is designed to marshal 
part of the present excess gas produc- 
tion capability in Alberta which has not 
been purchased by any others and to 
re-sell it for early delivery on a short- 
term and full-value basis to some com- 
panies which have obtained the 
dedication of new proven Arctic gas 



reserves. Such customers, which so far 
are United States gas distribution com- 
panies, are committed to re-sell 
equivalent quantities of gas from their 
Alaskan or other Arctic supply to Pan- 
Alberta in the 1980's and 1990's. 
Therefore the project in one sense can 
provide a gas banking arrangement in 
which present excess production in 
Alberta is to be delivered as an ad- 
vance on future Arctic supply. 

The project is also designed to 
enhance further gas exploration and 
development and economic benefits in 
Alberta and Canada. If the project does 
indeed meet the federal export criteria 
and obtain export authorization from 
Alberta and import authorization in the 
United States, it will then provide afield 
price in Alberta commensurate with the 
present trend of field prices in other 
gas producing areas plus very substan- 
tial other revenue benefits to Canadian 
companies and public. 

While the project is subject to future 
examination for authorization by 
several jurisdictions, we believe that it 
has real potential. The project appli- 
cant, Pan-Alberta Gas Ltd.. is currently 
a wholly-owned subsidiary of our Com- 
pany. If its applications succeed, it 
would evolve into a public, Canadian- 
owned and entrepreneurial company in 
which our Company would retain a 
minority interest. 

With regulatory applications being 
launched in the first half of 1973, there 
will be further reporting on Pan- 
Alberta's proposals within the pro- 
cedures of public hearings. 

In our intention of gradual but persis- 
tent selection of attractive investment in 
industry fields which are broader than 
gas transmission, the Company is 
reviewing a number of new oppor- 
tunities for which evaluation was begun 
during 1972. Progress will be reported 
as appropriate from time to time. 

At present, the total of all diversifica- 
tion ventures which we are considering 
is in terms of capital costs equivalent to 
about 5% of our current gas plant in 
service. We hope that the eventual 
revenue and income contributions from 
such investment will be in greater 
proportion than the asset additions. 

CORPORATE CHANGES 

On June 2,1972, pursuant to amend- 
ment of the Company's Act of lncor- 
poration, the Class "A" shareholders 
received the right to vote for three 
directors. At the annual meeting on 
July 17. they elected Arthur J. E. Child 
of Calgary and Peter L. P. Macdonnell, 
Q.C. and H.J.S. Pearson of Edmonton. 
The Lieutenant Governor in Council of 
Alberta appointed one additional direc- 
tor, John R. McCaig of Calgary. 

These four welcome additions to the 
board then joined the five continuing 
directors, A. T. Baker, J. E. Baugh. J. C. 
Mayne, D. E. Mitchell and L. M. 
Rasmussen of Calgary and two ap- 
pointees from the Company's manage- 
ment, S. R. Blair and W. J. Deyell, in 
forming the new eleven-man board. 

We acknowledge with respect and 
appreciation the past performance as 
directors of Senator the Hon. E. C. 
Manning and John E. Maybin. 

Using one aspect of the flexibility af- 
forded to the Company's financial 
powers by the same June amendment 
of our Act of Incorporation, the Com- 
pany on September 29. 1972 split its 
Class "A" common shares 4 for 1. 

On November 16. 1972, the rate of 
dividend paid to the Class "A" common 
shareholders was increased to 10%' 
per share quarterly. 

We recognize the dedicated efforts 
of our management team and all em- 
ployees during 1972. Such perform- 
ance augurs well for the future growth 
and success of the Company. 

V 
Chairman of the Board 

President and 
Chief Executive Officer 

Calgary, Alberta 
February 28. 1973 



General Operations 

A record for maximum throughput of 
gas on a single day was reached on 
December 14. 1972 when 5,261 million 
cubic feet were transported. The 
previous high for a day was 4,701 
mil l ion cubic feet, measured in  
December 1971. 

The total volume transported during 
1972 was 1,630,000 million cubic feet, 
an increase of 13.4% over 1971. The 
1972 throughput was equivalent to an 
average of 4,460 million cubic feet per 
day. up from 3.930 million cubic feet 
per day in 1971. 

For 1973, it is estimated that 
throughput will approximate 4,500 
million cubic feet per day on average. 

The general operations division was 
restructured with the appointment of 
W. J. Deyell as senior vice-president in 
mid-1972. The division's largest com- 
ponent is the gas transmission group. 
which reported the details of system 
performance noted on these pages. 

Other major groups in the division 
are corporate safeguard, composed of 
accounting, computer services, per- 
sonnel and rate administration, repor- 
ting to W. J. Hopson, vice-president 
and secretary; and operations business 
development and administrative ser- 
vices, reporting to R. J. Abercrornbie, 
vice-president. 

AVERAGE TRANSPORTATION COSTS 
CantsiMCRiOO Miles 

2 0 

Operations business development is 
a new group created in 1972 to concen- 
trate on such fields as the identification 
and study of gas reserves in the 
province of Alberta and the study of 
prospective diversification projects. 

~ - 

Hundreds of feet of "plumbing" form an 
important part of the Company's large 
compressor station at Princess. 

AVERAGE DISTANCE OF GAS MOVEMENT 
M e 3  

3 0 lm 



Construction 

System expansion in 1972 at $45 
million was not of great magnitude 
compared to the additions to plant in 
other recent years, for reasons describ- 
ed in the report of the president and the 
chairman of the board. 

But the 1972 capital program was 
significant for the fact that it included 
construction of the Company's first 
local, inter-field gathering system to be 
built on a development basis, without 
the preconstruction commitment of a 
customer - 71.1 miles of line in the 
Wainwright area. The Wainwrlght 
system also included a new com- 
pressor station. Total cost of the pro- 
ject was $3.5 million. Pipe diameter 
ranges from four inches to 10 inches. 

In all, mainline additions in 1972 
totalled $17 million. The addition of 537 
miles of line in the total system brought 
the network to 4,030 miles. 

Compression additions during the 
year brought the total to 365.635 
horsepower. A 1,100-horsepower cen- 
trifugal unit was added at Smoky Lake. 
Two 1,100-horsepower units went into 
the new station at Bens Lake. The new 
Wainwright station has a 2.000- 
horsepower reciprocating unit and 
Valleyview has a 3,500-horsepower 
centrifugal unit. Mainline compressor 
stations accounted for $6 million of the 
total capital program. 

(During the year, the Company 
adopted the International Standards 
Organization method of rating gas tur- 
bine horsepower; thus all references to 
compression in this report are ex- 
pressed in IS0 terms rather than by the 
ratings of the National Electrical 
Manufacturers Association as in the 
past. The NEMA standards are being 
replaced internationally as a matter of 
preference of manufacturers and users 
of gas turbines and because IS0 con- 
ditions can be converted easily to Euro- 
pean measurement units.) 

The Company's second gathering 
system, in the Suffield region of 
southeastern Alberta, was started late 
in the year. 

Conversion to gas service of the 
former Peace River oil pipeline from 
the Zama region of northern Alberta 
continued during 1972 and into 1973. 
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New Corporate Opportunities 

Gas Arctic-Northwest Project 
Study Group 

The Company's participation in 
studies towards a pipeline project to 
transport natural gas from Alaska and 
Arctic Canada to markets to the south 
was altered somewhat in 1972. During 
the year the Gas Arctic Systems Study 
Group, a six-company group of which 
Alberta Gas Trunk was an original 
sponsor and to which it provided 
leadership and staff, was merged with 
the Northwest Project Study Group, 
also having six members, to form the 
Gas Arctic-Northwest Project Study 
Group, also known now by its service 
corporation, Canadian Arctic Gas 
Study Ltd. The addition of new 
members at the time of the merger and 
since brought the number of par- 
ticipants to 25 early in 1973. 

The group, with a growing staff and 
offices of its own in Toronto, Calgary 
and Yellowknife, continues to work 
towards applications t o  regulatory 
authorities for the required permission 
to construct new systems from the far 
north. Senior representatives of the 
Company continue to serve on all com- 
mittees of the study group. 

Various route alternatives are under 
study by thegroup, including the use of 
existing Canadian gas pipeline systems 
as the basic networks which could be 
expanded for moving Arctic gas across 
the western provinces. 

Pan-Alberta Gas Ltd. 

This affiliate and, at present, wholly- 
owned subsidiary of Alberta Gas Trunk 
was established in mid-1972 when it 
became evident that a large excess of 
uncontracted as well as contracted gas 
production capability existed in Alberta 
and that it could be marketed under 
favourable and timely terms as an ad- 
vance of Arctic gas supply, with 
valuable spin-offs for the industry in 
Alberta generally. 

In the period since it went to work in 
July, Pan-Alberta has identified uncon- 
tracted gas sources sufficient to deliver 
in the order of 600 billion cubic feet per 
year. Contracts involving sufficient 
volume for application to remove more 
than 400 billion cubic feet of gas per 
year have gone out to producers and 
execution of these agreements is 
progressing satisfactorily. 

International Portable Pipe Mills Ltd. 

The Company is a shareholder to the 
extent of approximately 45% of the 
equity in this private venture. Its large 
plant at Cochrane. Alberta has pro- 
duced experimentally 48-inch and 42- 
inch pipe and IPPM is continuing to 
work towards the commercial manu- 
facture of pipe. The Company is in- 
vestigating overseas projects offering 
favourabie opportunities for the use 
of the portable pipe manufacturing 
concept. 

Other ventures 

The Company intends to strengthen 
its industrial base for future growth, 
consistent with stronger economic 
development of the province of Alberta. 
During 1972, the Company investigated 
a number of areas of possible diver- 
sification which could support that 
commitment and enhance future 
revenue and income expectations. 

Various uses of natural gas have 
provided starting points for many of the 
Company's studies. One such study 
has led the Company early in 1973 to 
join Allarco Developments Ltd. in an 
$18.7 million project to construct a 
methanol plant in Medicine Hat. Nor 
have variations of the Company's his- 
toric role as a transporter of energy 
been overlooked. As other prospective 
projects develop there will be further 
public statements. 



The 

Alberta Gas Trunk Line 
Company Limited 

1 R. J. Gibbs. QC. (left) and M. E. 
Kilik, respectively secretary and 
manager of gas supply for PawAlberta 
Gas Ltd., checking areas of un- 
committed reserves on Alberta map. 

2 The plant of International Portable 
~ i p e ~ i l l s  Ltd. at Cochrane, west 
of Calgary. 

3 Engineer studying aerlal photo- 
graphs of Mackenzie Valley route. 

4 One of 25 young men from Arctic 
Canada undergoing on-the-job 
training in the Company's system. 

5 Mountain terrain to be encountered 
by gas pipeline from the Arctic. 



Public and Employee Affairs 

As a large and growing Alberta Part of the program has been a 
company, Alberta Gas Trunk feels series of public but informal get- 
special responsibilities to the com- togethers with district residents. 
munities in which It operates, as well, of Owners of land traversed by Company 
course. as to its em~lovees. lines. ~ l u s  anv interested citizens are . . 

More than 40% of the Company's 
781 permanent employees are based In 
field locations throughout the system. 
With some co-ordination assistance 
from head office personnel, key district 
employees in 1972 began a program of 
community relations designed to iden- 
tify the Company as well as its local 
employees as conscientious and con- 
cerned citizens of the districts in which 
they operate. 

invited to meet Company personnel 
and to discuss the Company's 
operations in their areas. The response 
to the program, started in the fourth 
quarter of 1972, was gratifying and en- 
couraging 'and the community sessions 
are continuing in 1973. 

Company representatives at a 
community get-together in Turner 
Valley. 

Training in fire-fightlng techniques 



Another part of the program and of 
the Company's desire to participate in 
community life has been support of 
worthwhile local ventures having broad 
appeal. Campaigns for community 
capital projects (arenas, community 
halls, etc.), youth and recreation 
groups and charitable programs were 
supported in 35 Alberta communities in 
1972 and the Company is expanding its 
efforts in 1973. 

During 1972, the Company paid 
property and business taxes totalling 
more than $3.9 million in communities 
in the province. 

The Company's permanent em- 
ployee force at the end of 1972 in- 
cluded 138 professional and manage- 
ment staff. 368 technical and 275 sup- 
port such as secretarial and clerical. 

During the year more than 50% of 
the employees upgraded their skills by 
taking a variety of courses from Arctic 
survival to gas measurement to cost 
accounting. 

Total payroll was almost $9.5 million. 
After deductions, this placed dis- 
posable income of $6.8 million in the 
hands of Alberta employees who for 
the most part spent it in Alberta. 

Assuming an Alberta average of 3.5 
persons per household, the Company 
"supports" 2,733 persons in Alberta. 
based on 781 permanent employees. 

The foregoing perhaps can be con- 
sidered an "interim report" of the Com- 
pany's overall impact on the economic 
and social fabric of Alberta. A detailed 
study is under way and its results will 
help the Company respond in a 
meaningful way to the need and desires 
of its employees and of the com- 
munities in which it operates. 

The Environment 
The nature of natural gas trans- 

mission is such that the Company has 
relatively less to worry about in the 
realm of environmental protection than 
do some other industries in Canada. 

However, given that install ing 
pipelines does create terrain in- 
terference, the Company strives for 
standards that will keep upset to a 
minimum. The Company's practices in 
right-of-way restoration - through 
conservation of topsoil and immediate 
reseeding, for example - and pipeline 
inspection are progressive and effec- 
tive. 

Early in 1973, a senior employee was 
appointed to co-ordinate environmen- 
tal policy objectives and maintain a 
regular l ia ison with appropriate 
regulatory authorities. 



Financial 

(Figures in parentheses are for 1971) 

Operating revenues for the year were 
$64,666,000 ($56,351,000) and the 
operating profit or annual return of 
$33.775.000 ($29,907,000) was earned 
on an average rate base of $386,000,- 
000 ($355.1 59,000). 

Net income for the year was $14,- 
067,000 ($1 1,399,000) before providing 
$1 $1 1,000 ($1,1326,000) for preferred 
dividends. Net income applicable to 
common shares was $12,456,000 
(59,573,000) or 756 (666) per common 
share on the average number of shares 
outstanding during the year. The third 
and fourth quarterly dividends were in- 
creased to 1 0 % ~  from 9%6 per share, 
resulting in total dividends paid dur- 
ing 1972 on common shares of 39%6 
(37x6) per share. Included in net in- 
come is a gain of $394,000 ($469,000) 
realized on the purchase in the market 
of long-term debt securities for slnking 
fund purposes. 

During the year the Company con- 
tinued to obtain some funds in the 
money market by issuing short-term 
notes, the total of which reached a 
maximum of $25.5 million. Long-term 
funds for 1972 plant expansion were 
obtained by the issue of $35 million of 
8%%Sinking Fund Debentures, Series5. 

The transportation contracts with the 
Company's customers. TransCanada 
PipeLines Limited, Alberta and 
Southern Gas Co. Ltd.. Westcoast 
Transmission Company Limited, West- 
coast Transmission Company (Alberta) 
Ltd. and Consolidated Natural Gas 
Limited, provide that the Company will 
be paid transportation charges on a 
cost of service basis which includes the 
Company's operating expenses, in- 
come and other taxes and depreciation 
of its pipeline and plant facilities, 
together with an annual return on the 
rate base, which is comvosed of the 

depreciated investment in plant and an 
allowance for working capital. Small 
volumes of gas are transported for 
other customers on a tariff basis. 
Financing costs, interest on debt and 
dividends on preferred and common 
shares are payable from the annual 
return. 

The depreciation component which 
is included in the charges to the Com- 
pany's customers is calculated on a 
straight line basis which at the present 

INVESTMENT IN PLANT-COST 
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time results in a composite rate of ap- 
proximately 2'/2% per annum. The 
transportation contracts provide for full 
depreciation of the Company's plant 
facilities during the life of the contracts 
and the depreciation rates are subject 
to adjustment to attain that result. 

The rate of return included in the 
Company's transportation charges was 
increased f rom 8%% t o  8%% at 
September 1. 1971 and the latter 
rate was applicable during the year 
1972. On November 15, 1972 the Com- 
pany fixed the rate of return at 9% 
effective January 1, 1973. 

The Company has been deferring its 
income taxes and passing on the full 
savings resulting from these deferrals 
to its customers. The Company will 
increase transportation charges com- 
mencing in 1973 to provide for a por- 
tion of such deferred income taxes. 

The Class "A" common shares of the 
Company were subdivided on a 4 for 1 
basis on September 29. 1972. Cer- 
tificates for the additional shares to 
which shareholders were entitled were 
mailed out at that time. 

At the end of the year under review, 
the Company had 21.374 shareholders 
who owned 16,709.277 Class " A  com- 
mon shares. Of these 20.778 or 98% 
were resident in Canada and held 16.- 
424.151 shares. being 98% of the total. 

At the year end 321,420 preferred 
shares were outstanding and were 
owned by 8,289 shareholders. Of these 
8.220 were Canadian residents holding 
320,012 shares, being 99% of that total. 

T h e  d e c r e a s e  i n  o u t s t a n d i n g  
preferred shares is due to the conver- 
s ion o f  6,427 5%% Cumulat ive  
Redeemable Convertible Preferred 
Shares Series D, and the purchase and 
cancellation of 11.030 4%% Cumulative 
Redeemable Preferred Shares Series 

C, in accordance with the Purchase 
Fund provisions attaching to these 
preferred shares. 

The Income Tax Act provides that 
commencing January 1, 1972, one-half 
of the net capital gains and losses on 
the sale or disposal of shares and 
securities will be taken into account 
when computing income of all tax- 
payers. 

EARNINGS PER COMMON SHARE 
Cenli 



To provide a basis for the determina- 
tion of capital gains or losses, all 
publicly traded shares were valued on 
Valuation Day, December 22,1971. The 
value assigned to each of the Com- 
pany's publicly traded shares is: 

Class "A" common shares . $ 12.44 
(After giving effect to the 1972 
subdivision on a 4 for 1 basis.) 

4%% Cumulative Redeemable Pre- 
ferred Shares, Series C . . $ 76.00 

53/e% Cumulative Redeemable 
Convertible Preferred 
Shares, Series D . . . $138.00 

For the assistance of bondholders 
and debentures holders, the following 
Valuation Day values are provided for 
the most widely held of the Company's 
outstanding debt issues. 

5%% First Mortgage 
Sinking Fund Bonds, 
Series A . . . . . . $ 89.00 

5%% First Mortgage 
Sinking Fund Bonds, 
Series C . . . . . $ 84.00 

6'/2% Secured Sinking Fund 
Debentures, Series A . . $ 94.00 

53/40h Secured Sinking Fund 
Debentures, Series B . . $ 85.00 

7%% Convertible Sinking 
Fund Debentures, 
Series 1 . . . . . . $129.00 

9?4% Sinking Fund Debentures. 
Series 2 . , , . . . $109.00 

9%% Sinking Fund Debentures, 
Series 3 . . . . . . $106.50 

8% Sinking Fund Debentures, 
Series 4 . . . . . . $100.00 

I Auditors' Report 

To the Shareholders of 
The Alberta Gas Trunk Line Company Limited 

We have examined the balance sheet of The Alberta Gas Trunk Line 
Company Limited as at December 31, 1972 and the statements of income. 
reinvested earnings, contributed surplus and source and application of funds 
for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 

In our opinion these financial statements present fairly the financial position 
of the company as at December 31, 1972 and the results of its operations and 
the source and application of its funds for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 

/I 

Calgary. Canada 
February 12. 1973 

d h , , L  =wz 
Chartered Accountants. 



The 

Alberta Gas Trunk Line 
Company Limited 

Statement of Income 

Operating revenue: 

Transportation of gas (Notes 1 and 2) 

Operating revenue deductions: 

Operating and maintenance expenses . . . . . . . . . . . . .  
Depreciation (Note 1) . . . . . . . . . . . . . . . . . . . . .  
Taxes-property . . . . . . . . . . . . . . . . . . . . . .  

Operating profit 

Other income: 

Interest on shortterm deposits . . . . . . . . . . . . . . . .  
Gain on redemption of long term debt . . . . . . . . . . . . .  
Allowance for funds used during construction . . . . . . . . . .  

Income deductions: 

interest on long term debt . . . . . . . . . . . . . . . . . . .  
Other interest . . . . . . . . . . . . . . . . . . . . . . . .  
Amortization of debt discount and expense . . . . . . . . . . .  

Net income for the year (Notes 1,2 and 7) . . . . . . . . . . . . .  

Earnings per common share . . . . . . . . . . . . . . . . . .  

Fully diluted earnings per common share . . . . . . . . . . . .  

Year ended December 31 

1972 1971 

Statement of Reinvested Earnings 
Year ended December 31 

1972 IS71 

Balance at beginning ol  year . . . . . . . . . . . . . . . . . .  $24.923.000 $20.998.000 

Net income for the year . . . . . . . . . . . . . . . . . . . . .  14,067.000 11.399.000 

38,990,000 32.397.000 

Less dividends paid or payable 

Preferred shares . . . . . . . . . . . . . . . . . . . . . . .  1.61 1,000 1.826.000 

Common shares . . . . . . . . . . . . . . . . . . . . . . .  6,780,000 5,848,000 

8,391,000 7.474.000 

Balance at end of year . . . . . . . . . . . . . . . . . . . . .  $30.599.000 $24.923.000 

See accompanying notes to thancial statements. 



The 

Alberta Gas Trunk Line 
Company Limited 

Balance Sheet 

Assets 

December 31 

Plant, Property and Equipment - at cost (Note 1 ): 

Gas plant in service (land, buildings. gas transmission 
system equipment, motor vehicles, etc.) . . . . . . . . . . .  

. . . . . . . . . . . . . . .  Less accumulated depreciation 

Gas plant under construction . . . . . . . . . . . . . . . . .  

Current Auets: 

Cash and short term deposits . . . . . . . . . . . . . . . . .  
Accounts receivable . . . . . . . . . . . . . . . . . . . . .  
Materials and supplies at cost . . . . . . . . . . . . . . . . .  
Prepaid expenses . . . . . . . . . . . . . . . . . . . . . .  

Oiher: 
. . . . . . . . .  Unamortized debt discount and expense 

Gas Arctic - Northwest Project expenditures (Note 3) . . .  
Sundry assets 

On behalf of the Board: 

Director. 

See accompanying notes to financial statements. 



Liabilities 

December 31 

Shareholders' Equlty: 

Capital (Note 5) 

Authorized - 
2.000.000 Preferred Shares of the par value of 

5100 each 

32,000,000 Class " A  common shares of the par 
value of $1.25 each 

2.003 Class " 6  common shares of the par 
value of 55 each 

Issued - 
220.769 4%% Cumulative Redeemable Preferred 

Shares SeriesC . . . . . . . . . . . . . . .  $ 22.077.000 5 23,180,000 
(1971 - 231,799 shares) 

100,651 5%% Cumulative Redeemable Convertible 
Preferred Shares Series D . . . . . . . . . . .  10.065.000 10.708.000 
(1971 - 107,078 shares) 

16,709,277 Ciass"A common shares . . . . . . . . . . .  20,887.000 20.466.000 
(1971 - 16.372.712 shares) 

1.699 Class "8" common shares 
(1971 - 1.698 shares) 

Contributed surplus . . . . . . . . . . . . . . . . .  
Reinvested earnings . . . . . . . . . . . . . . . . .  

Long Term Debt (Note 6) 

Current Llabilitiea: 

Accounts payable . . . . . . . . . . . . . . . . . . . . . .  1,956.000 3.198.000 

Dividends payable February 15 . . . . . . . . . . . . . . . .  2,152.000 1,954,000 

Interest accrued on long term debt . . . . . . . . . . . . . .  4.504.000 4.552.000 

Sinking fund instalmentsdue within one year . . . . . . . . . .  7.380.000 7.533.000 

15,992,000 17,237.000 



The 

Alberta Gas Trunk Line 
Company Limited 

Statement of Source and Application of Funds 

Year ended December 31 

1972 1971 

Source of funds: 

Funds provided from internal sources 
Net income forthe year . . . . . .  
Charges against income not requiring an outlay of cash 

. . . . . . . . . . . . . . . . . . . . . .  Depreciation 11.227.000 10.282.000 
Amorlization of debt discount and expense. . . . . . . . .  441.000 390.000 

Received under settlement agreements . . . . . . . . . . .  372,000 

25.735.000 22.443.000 

New money provided 

Common shares . . . . . . . . . . . . . . . . . . . . . .  291.000 20.946.000 

Sinking fund debentures . . . . . . . . . . . . . . . . . .  35.000.000 50.000.000 

$61.026.000 $93.389.000 

Application of funds: 

Dividends 

Preferred shares. . . . . . . . . . . . . . . . . . . . . .  
Common shares . . . . . . . . . . . . . . . . . . . . . .  

Additions to plant, property and equipment . . . . . . . . . . .  
Retirement of long term debt . . . . . . . . . . . . . . . . .  
Cost of issuing securities . . . . . . . . . . . . . . . . . . .  
Purchase of preferred shares for cancellation . . . . . . . . . .  
Gas Arctic - Northwest Project . . . . . . . . . . . . . . . . .  
Sundry assets . . . . . . . . . . . . . . . . . . . . . . . .  
Working capital increase (decrease) . . . . . . . . . . . . . .  

Statement of Contributed Surplus 

Year ended December 31 

1972 1971 

Balance at beginning of year . . . . . . . . . . . . . . . . . .  $41.1 10,000 $16.463.000 

Premium on issue of capital stock (Note 5) . . . . . . . . . . . .  2.846.000 24.951.000 

Gain on purchase for cancellation of preferred shares (Note 5) . . .  278.000 250.000 

Capital stock issue expenses written off . . . . . . . . . . . . . .  (35.000) (554.000) 

Balance at end of year . . . . . . . . . . . . . . . . . . . . .  $44.199.000 $41.1 10,000 

See accompanying notes to linancial sfatements. 



Notes to Financial Statements 
December 31.1972 

1. Plant, property and equipment 

Gas plant in service consists of facilities for the transportation of gas owned by TransCanada 
PipeLines Limited, Alberta and Southern Gas Co. Ltd., Westcoast Transmission Company 
Limited, Westcoast Transmission Company (Alberta) Ltd., Consolidated Natural Gas Limited 
and others. 

The transportation contracts with the above named owners provide that the Company will be 
paid transportation charges on a cost of service basis which includes operating expenses, in- 
come and other taxes (see Note 7) and depreciation of its facilities together with an annual 
return on its investment (see Note 2). Depreciation of gas plant in service has been provided in 
an amount equal to depreciation included in the transportation charges at a composite rate of 
approximately 2%% per annum on a straight line basis. 

The cost of construction of additional facilities during 1973 is estimated at $24,000,000. 

2. Rate of return 

The Company's rate of return included in its transportation charges was increased from 
8%% to 8%% at September 1, 1971. On November 15, 1972 the Company fixed the rate of 
return at 9% effective January 1. 1973. 

3. Gas Arctlc - Northwest Project expendltures 

The Company is participating in the sponsorship of a gas pipeline from Alaska and the Arc- 
tic. It is estimated that the Company's share of expenditures will amount to approximately $1,- 
955,000 at December 31, 1973 ($1,230,000 at December 31, 1972). Return from these expen- 
ditures is dependent on the Company's ultimate participation in the transportation of gas. 

4. Subsidiary company 

The investment in the Company's wholly-owned subsidiary. Pan-Alberta Gas Ltd., amounts 
to $221,000 at December 31, 1972 and is included in sundry assets in the accompanying 
balance sheet. Although Pan-Alberta has contracted for the purchase of large daily quantities 
of gas and theresale of such gas toutility companies, implementation of the contracts is depen- 
dent upon the approval of various regulatory bodies in Canada and the United States. It is es- 
timated that Pan-Alberta's expenditures in 1973 will amount to $1,200,000. Recovery of the in- 
vestment in Pan-Alberta is dependent upon the success of that company's future operations. 

5. Capital 

The Company is required to set aside on its books as Purchase Funds $1,425,000 annually 
or such lesser amount as would increase the funds to $2.250.000 62.850.000 commencina in 
1973) for the purchase for cancellation of its 4%% ~umuiat ive ~edee'mable preferred ~ h & e s  
Series C and 5%% Cumulative Redeemable Convertible Preferred Shares Series D, if and 
when available, at a price not in excess of the par value and costs of purchase or for the 
redemption thereof. Preferred Shares Series C of the par value of $1,103,000 were purchased 
for cancellation at a cost of $825.000 during 1972 and the gain of $278.000 has been credited to 
contributed surplus. No Preferred Shares Series D were purchased for cancellation during 
1972. The preferred shares are redeemable at the option of the Company - the Series C at 
$104 per share on or before May 15.1975 and the Series D at $106 per share on or before May 
15, 1980 and at reducing amounts after those dates. 

Class "A" common shares were subdivided on a 4 for 1 basis on September 29,1972 and the 
accompanying financial statements and notes thereto have been adjusted to reflect the sub- 
division. 19 



Class " A  common shares were Issued during the year as follows: 

On conversion of 5%% Preferred Shares - 
Shares Series D . . . . . . . . . . . . . . . . . .  72.165 

On conversion of 7%% Sinking Fund 
Debentures, Series 1 . . . . . . . . . . . . . . . .  233,200 

On exercise of options granted to officers 
and employees . . . . . . . . . . . . . . . . . .  31,200 

336,565 

Of the total consideration received, $421,000 was credited to share capital and $2,846.000 to 
contributed surplus. 

Class " A  common shares were reserved at December 31, 1972 as follows: 

For conversion of the 5%% Cumulative Redeemable Convertible Preferred Shares 

Shares Series D untii July 15, 1980 on a conversion basis of 11.20 Class 
" A  common shares for each preferred share converted . . , . . , 1.127.775 

For conversion of the 7%% Convertible Sinking Fund Debentures, Series 1 
untii July 15,1982 on a conversion basis of 100 common shares for each 
$1,000 principal amount of Series 1 Debentures . 3.1 69.600 

Under an Incentive Stock Option Plan . . . . . . . . . .  180,400 

Options are outstanding to officers and employees to purchase 26,800 
shares at a price of $8.875 per share and 8.000 shares at a price of 
$11.625 per share. exercisable in 1973 and expiring in 1975 and 1976. 

145.600 shares remain reserved under the Plan but unallocated. 

For the exercise of an option outstanding to an officer of the Company to 
purchase shares at a price of $9.75 per share. exercisable as to 16,000 
shares in 1973, 8,000 in 1974 on a cumulative basis and expiring on 
December 31.1980 . . . . . . . . . . . . . . .  24,000 

4,501,775 
6. Long term debt - 

Details of the Company's long term debt are as follows: 

First Mortgage Bonds Maturity 1972 1971 - 
5%% Series A . . . . . . . . .  1981 $ 16,221,000 $ 18,533,000 

. . . . . . . . .  5%% Series B 1981 40,598,000 43,887,000 
(1972-$40,598,000 US.) 
(1971 -$43.887,000 U.S.) 

5'h% Series C . . . . . . . . .  1985 14,325.000 15,324.000 
83h% Series D . . . . . . . . .  1989 62.678.000 64.395.000 . . . . 

(1972-$56,400,000 U.S.) 
(1971-$60,000,000 U.S.) 

Secured Debentures 
. . . . . . . . .  6'h% Series A 1981 12,154,000 12,502,000 

5K0h Series B . . . . . . . . .  1985 22,387,000 22,877,000 

Unsecured Debentures 
. . .  7%% Series 1 (Convertible) 

. . . . . . . . .  9%% Series 2 .  

. . . . . . . . .  9%% Series 3 .  
8% Series 4 . . . . . . . . . .  

. . . . . . . . . .  8'h% Series 5 

Less sinking fund instalments 
due within one year shown as 

. . . . . .  current liability 



The 5%% First Mortgage Bonds. Series B are payable in United States funds. The Company 
will receive under its transportation contracts with Alberta and Southern Gas Co. Ltd. and 
Westcoast Transmission Company Limited (see Note 1) sufficient United States dollars to dis- 
charge its future principal and interest payments in connection with the Series B bonds. Accor- 
dingly, the principal amount of the bonds has been, and future revenue receipts and interest 
Davments in United States dollars will be. translated to Canadian dollars on the basis that one , ~ ~ ,  - ~- - ~~ ~ - 

United States dollar is equal to one ~ a k d i a n  dollar, 

TransCanada PipeLines Limited and Alberta and Southern Gas Co. Ltd. have agreed that 
losses or gains experienced by the Company in purchasing United States dollars to meet prin- 
cipal and interest payments of the First Mortgage Bonds, Series D, at rates above or below the 
rates at which the entire issue was converted into Canadian dollars, will be for their account. 

Sinking fund requirements in respect of long term debt for the years 1974 to 1977 are: 
1974 - $10,376,000; 1975 - $10,961,000; 1976 - $1 1,589,000; 1977 - $12,352,000. 

7. Income taxes 

For income tax purposes the Company claims capital cost allowances and other deductions 
in excess of the related amounts charged against income in the accounts and accordingly no 
liability for income taxes exists at December 31, 1972. Under the taxes payable basis of ac- 
counting followed by the Company, no provision for deferred income taxes has been recorded 
in the accounts. This accounting treatment differs from the tax allocation basis under which the 
income tax provision is based on reported income. If the tax allocation basis had been followed 
in the current and prior years the cumulative amount of deferred tax credits would have been 
approximately $49,000,000 to December 31, 1972 of which $7,500,000 is applicable to 1972 
and $5,500,000 to 1971. The method used by the Company is appropriate since income taxes 
associated with the Company's operations under its transportation contracts are a component 
of the transportation charges (see Note 1) and will be included in such charges in subsequent 
periods. 

8. Remuneration of directors and senior officers 

The aggregate direct remuneration paid during the year to directors was $35,000 and to 
senior officers was $238.000. 

9. Subsequent event 

Pursuant to an agreement dated February 8, 1973, the Company has agreed to acquire for 
$500,000 a 50°h interest in the shares of a new company which has been incorporated for the 
purpose of constructing a methanol plant at an estimated cost of $18,700,000. Subject to cios- 
ing in accordance with the terms and conditions of the agreement, including receiving a com- 
mitment from the Department of Regional Economic Expansion (Canada) for an incentive grant 
of not less than $1,381,000,the Company has agreed to purchase $1,000.000 of 8% debentures 
of the new company and to acquire additional debentures or to arrange bank or other third par- 
ty financing up to $14,319,000 to be jointly and severally guaranteed by the Company and the 
other 50% shareholder of the new company. 



The 

Alberta Gas Trunk Line 
Company Limited 

Ten Year Review 
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STATISTICAL 

OPERATING 

1972 1971 

Operating revenues . . . . . . . . . . . . . . . . . . .  $ 64. 886 56. 351 

Operating expenses. depreclatlon and taxes . . . . . . . .  $ 30. 891 28.444 

Operatlng proflt . . . . . . . . . . . . . . . . . . . . .  $ 33. 775 29. 907 

Interest expense - net . . . . . . . . . . . . . . . . . .  8 19. 708 18. 508 

Netincome . . . . . . . . . . . . . . . . . . .  .... $ 14. 067 11. 399 

Dlddands on preferred shares . . . . . . . . . . . . . . .  $ 1. 611 1. 828 

Net Income appilcable to common shares . . . . . . . . . .  $ 12. 458 9. 573 

Net Income per common share 

On average ahares outstanding . . . . . . . . . . . . .  $ . 75 . 68 

On fully dlluted basis . . . . . . . . . . . . . . . . . .  $ . 74 . 84 

Dlvldends paid per common share . . . . . . . . . . . . . .  $ . 39% . 37% 

Average common shares outstandlng 
during year (thousands) . . . . . . . . . . . . . . . .  18. 530 14.584 

Working capital (deflclency) . . . . . . . . . . . . . . . .  $ 2.716 5. 590 
.. 

Additlons to plant, property and equipment . . . . . . . . .  $ 44.604 80, 892 

Investment In plant. property and equlpment (cost) . . . . .  $ 507.903 483.781 

Investment In plant. property and equipment (net) . . . . . .  $ 432.000 398. 822 

Bank loans and short term notes . . . . . . . . . . . . . .  $ 

. . . . . . . . . .  Long term debt (less due within one year) $ 315. 329 292.013 

Shareholders' equity 

. . . . . . . . . . . . . . . . . . . .  Preferred shares $ 32. 142 33. 888 

Common share equity . . . . . . . . . . . . . . . . .  $ 95. 694 88. 508 

Average rate base . . . . . . . . . . . . . . . . . . . .  $ 388. 000 355. 159 

. . . . . . . . . . . . . . . . . . .  Average rate of return 8.75% 8.42% 

Shareholders and employees 

Number of preferred shareholders . . . . . . . . . . .  
Number of common shareholders . . . . . . . . . . . .  
Number of employees . . . . . . . . . . . . . . . . .  

Miles of pipeline in sewlce . . . . . . . . . . . . . . . . .  
Compression horsepower . . . . . . . . . . . . . . . . .  
Annual throughput (MMcf) . . . . . . . . . . . . . . . .  
Maximum day throughput (MMcf) . . . . . . . . . . . . .  
Average day throughput (MMcf) . . . . . . . . . . . . . .  



Directors 

Other Officers 

1 S. Robert Blair. P. Eng. 
President and Chief Executive Officer 
of the Company. 

2 John C. Mayne 
Chairman of the Board 
of the Company 

3 Albert T. Baker 
Vice President of the Company. 
President 
Glenbow Alberta Institute. 

4 Jam- E. Baugh, P. Eng. 
Vice President 
Exploration-Production 
Petrofina Canada Ltd. 

5 Arthur J.E. Chlld, FClS 
President and Chief Executive Oflicel 
Burns Foods Limited. 

President and chief ~ i&ut lve  Offlcer 
Great P lam Development Company 
of Canada. Ltd. 

7 Peter L. P. Msodonnell, QC 
Partner 
Milner and Steer. 

8 Wllllsm J. Deyell, P. Eng. 
Senior Vice President. 
of the Company. 

v H. J. Sandan Pennon 
President 
Century Sales and Service Limited 

l o  John R. McCalg 
President and Chief Executive Oflicer 
Trimac Limited. 

ii L. Merrlll Ramussen, P. Eng. 
President 
Pacific Petroleums Ltd. 

12 D. Howard Huahion. P. Eng. 
Vice President. 

i s  Walter J. Hopon 
Vice President and Secretary. 

14 Robln J. Abrcromble 
Vice President. -- 15 F. A. Rlchard McKlnnon, CA 
Treasurer. 

11  13 14 18 



Senior Personnel 

Corporate Development 
John C. Osler 
Director. Public Relations 
Adrian Smith. RIA 
Director, Financial Planning 

General Operations 
Charles T. McCall 
Manager. Gas Transmission 
Alexander G. Warke. P. Eng. 
Manager. Operations Business Development 
Terence N. Befus. P. Eng. 
Superintendent. Field Operations 
Harry J. Brown 
Manager. Land 

Robert F. Buchanan 
Supervisor. Off-Line Sales 
Gordon W. Bullymore 
Superintendent. Edmonton Area 
Ronald L. Curtis 
Superintendent. District 2 (Brooks) 
Joyce M. Falkenberg 
Manager. Administrative Services 
Emery Fodor. P. Eng. 
Superintendent. Technical Operations 
Donald G. Gow. RIA 
Manager. Computer Services 
Edgar D. Haverland 
Superintendent. Works 
Jack lnnes 
Superintendent. District 1 (Calgary) 
William P. Janewski 
Superintendent. Measurement 
Frank 0. Jenkins 
Superintendent. District 3 (Edson) 
Edgar Jorgensen. CA 
Manager. Accounting 
W. Herbert Joslin 
Superintendent, Service Centre (Calgary) 
Donald C. Kesteven. P. Eng. 
Superintendent. Gas Supply and Development 
Robert H. Mackie 
Economics Analyst 
Donald A. McLeod 
Manager. Employee Relations 
Alexander L. Paul 
Superintendent. Operations Administration 
P. Oliver Skjenna 
Manager. Personnel 
James F. Wong. P. Eng. 
Supervising Engineer 

Engineering & Construction 
Roy M. Walters, P. Eng. 
Manager. System Planning 
Douglas A. White. P. Eng. 
Assistant Manager. Engineering 
Gerald B. Alian. P. Eng. 
Manager. Purchasing 
John R. Jameson. P. Eng. 
Supervising Engineer. Pipeline Engineering 
V. Ben Kromand, P. Eng. 
Supervising Engineer. Technical Studies 
Edward A. Mirosh. P. Eng, 
Supervising Engineer. Automation Engineering 
Frank F. Smith. P. Eng. 
Supervising Engineer. Compressor Engineering 
James 8. Wetterberg. P. Eng. 
Supervising Englneer. Materials Engineering 
David R. Rodger 
Supervisor, Construction 
William G. Vice 
Supervisor. Construction 

William Zboroluk. RIA 
Manager. Rate Administration 




