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FINANCIAL HIGHLIGHTS

1980 1979

Operaling revenue ......ooevveenneas $116,135,000  $110,207,000
Net income ........oocoiiiiiiniiiin.. 12,304,000 10,057,000
Income per average

outstanding common share .... 2.06 1.69
Dividends paid per common

share — annual rate ............. .84 68 (1)
Common equity

—total at vearend ............... 52,335,000 45,040,000

— pershare ...l 8.77 7.55
Construction expenditures ........ 1,499,000 5,073,000

NOTE: (1) Effective September, 1979,



TO OUR
SHAREHOLDERS

Your Direclors are pleased to report an in-
crease in net income of 22% over that recorded
for 1979. Earnings increased to $2.06 per share
in 1980 from $%$1.69 per share in 1979. An
increase in profits from the sale of natural gas
liquids is the major factor coniributing to the
increase in earnings.

The National Energy Program introduced
in conjunction with the federal budget in
October of last year focused on increasing
Canadian ownership and control in the oil and
gas industry (through public as well as private
sector involvement); on achieving energy
security within a decade; and, on increasing the
federal government’s share of taxes and
revenues. The program has been subjected to
the mosl severe criticism by the weslern produc-
ing provinces and by the oil and gas industry.
Your Direclors share the concerns expressed as
to the prospects of appropriate national goals
being achieved through this program.

While the Nalional Energy Program im-
pacts most directly on the exploration and pro-
ducing sector of the industry, a new tax includ-
ed in the measures is of specific concern to your
Company. This new excise lax levied on the sale
of natural gas and natural gas liguids was im-
posed on November 1, 1980 at a rate of 30° per
thousand cubic feet of natural gas (which
translates (o an average of approximately $6.00
per cubic metre on natural gas liquids) and will
be increased in stages to 75° per thousand cubic
feet by January 1, 1983. This tax on the natural
gas liquids produced and sold at the Cochrane
plant is a direct charge to the purchasers of the
plant liquids and will reduce the profiis realized
on the downstream sale of liquids. Approx-
imalely half of the natural gas liquids produced
al Cochrane are sold in the Uniled States and
we are hopeful that the impact from this new
lax will be mitigaled by higher product prices
that should result as a companion to the
deregulation of crude oil and gasoline prices in
that market.

Major developments undertaken by your
Company in 1980 include the construction for
Foothills Pipe Lines (South B.C,) Ltd. of Phase
I of the Alaska Highway Pipeline Project
parallelling Alberta Natural’s pipeline in British
Columbia and the commencement of detailed
engineering studies to expand the Cochrane
plant to increase production of ethane. In addi-
tion, your Company announced the proposed
development of the Calgary office building site
jointly with Olympia & York Developments
Limited.

In order to enable Alberta Natural to 1ake
advantage of fulure opportunities for diver-
sification and expansion, it became necessary
during 1980 to obtain the approval of our
bondholders to amend the Deed of Mortgage
and Trust. The amendments, which became efl-
fective January 1, 1981, will give the Company
greater flexibility in the linancing of future in-
vestment opportunities, Essentially, we will
now be able to finance projects outside of (radi-
tional operating areas and lo finance new




developmicnts on ¢ project inancing basis. In
retwrn for agreement I'rom the bondholders (o
the wmendmients, Alberta Natural agreed (o in-
crease the interest rate on cach series ol bonds
by %ol 1% per annum.

Fallowmg the Annual Meeting in April,
1980, Nessrs. DL R Featon and ). E. Goudie
were both appointed o the positions of Ex-
ecutive Vice-President. Mr. E. W, Mychaluk
was appointed Vice-President, Engincering and
Construction,

On Mauarch 4, 1981, My, Frederick W,
Mielke, Ir., Chairman of the Board and Chiel
Cxecutive Otfficer of Pacilic Gas and Flectric
Company, was appomted to the Board of
Directors of Alberta Natura! following the
resignation of Mr, H. [, Lepape. Mr. Lepape
las been a Director since September, 1976, and
his contributions particularly in relationship (o
vour Company’s interests  in the  Alaska
Highway Pipeline Project are very much ap-
preciated.

We sincerely thank our emplovees for their
lovally and dedication to good work wilthout
I which your Ceompany could nol succeed.
Pipcline emplovees have achieved five wvears
without a lost-time accident and plaat
employees have concluded nine consecutive
vears ol accident-free operations.

|

|

|

For the Board of Directors
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Chairman of the Board

| ol

President and Chief
| Executive Officer

! March 4, 1981

R. A, MacKimmie, Q.C.

Chadreiian af the Bowrd

Harry Booth
President and Chief Executive Qfficer




REVIEW OF
OPERATIONS

Financial

Al the Annual Meeting on April 25, 1980,
the shareholders approved a special resolulion
autheorizing the splitting of the Company’s
shares on a lMve-for-one basis, effective May 16,
1980. The sharcholders’ proportionate equity in
the Company remained unalfected as a result
ol the split,

Effective with the quarterly payment in
Muarch, 1980, the annual rale of dividends paid
on the Company's common shares was in-
creased from $.68 1o $.84 per share and was
further increased to $1.00 per share cffeclive
with the guarterly payment in March, 198],

The Company's net income for 1980 was
$12,304,000, or $2.06 per outstanding common
share. In 1979, net income was 510,057,000, or
$1.69 per common share.

An increase in profits arising (rom pai-
ticipation in the downstream sale of natural gas
liguids {(NGL) contributed significantly to the
increase in net income over 1979,

A &ssr Brinas

[ X

During 1980, ncgoniations were held with
the Companv’s bondholders to relieve Alberta
Natural [rom cerlain restrictions in the Decd of
Mortgage and Trust. Under the original Trust
Deed, the bondholders have had the security of
all fixed assets, whether presently owned or
thercafter acquired. Howcever, investments
other than additions 10 the pipeline svstem and
the Cochrane plant were not recognized as bon-
dable properly additions. Rarher than scek
amendments Lo the existing Trust Deed 1o per-
mit the continucd use of First Mortgage Pipe
[.in¢ Bonds secured by asscrs which might nol
be in traditional cost-of-service projects, Alber-
ta Natwural agreed not o issue any additional
bonds under the Trust Deed. Future external
borrowing requirements will b¢ mel from pro-
ceeds of debenture issues ranking junior to the
presently outstanding bonds or from project
financing arrangements. In return for vond-
holder approval, the amended Trust Deed pro-
vides for an increase of % of 1% in the annual
mterest rate on all series of bonds, cifective
January 1, 1981,

Preparation for
crossing ar Melvoy Creck,



Liquids Extraction Operalions

During 1980, production of NGL at the
! Cochrane plant averaged 1 705m* (10,730 bar-
rels) per day, which is a reduction of 12% from
1979. Production of ethane during 1980 averag-
ed 3 480m’ (21,800 barrels) per day compared
with 3 485m* in 1979.

The Cochrane plant operated during [980
dal approximately 75% capacity as a result of
the significant reduction in available feed gas
entering the plant due to reducced demand for
natural gas in the California market. However,
. relaxation of the carbon dioxide specifications
in the cthane product allowed approximately
the same volume 1o be produced despite the
reduced volumes of feed gas.

View of welding operations
near the top of
Flathead Ridge.

Cochrane Plant Ethane Expansion

Early in 1980, Alberta Natural, at the re-
quest of The Alberta Gas Fthylene Company
Lid., initiated a study of the feasibility of in-
creased ethane recovery at the Cochrane extrac-
tion plant. The additional ethane would pro-
vide a portion of the feedstock for a second
worldscale ethvlcne plant Lo be constructed by
Alberta Gas Ethylene. Fish International

| Canada Limiied, the contractor for the first

ethane expansion completed in 1978, has
prepared cost estimates for various process con-
figurations. The design required to produce the
nceessary volume of ethane consists of two new
turbo-expander units to operate in parallel with
the cxisting turbo-expander unit. Bids for the
major equipment have been received and are
being reviewed, It is expected 1hat detailed con-
tractual arrangements between Alberta Natural
and Alberta Gas Eihylene will be finalized in
1981. Subject to the receipt of necessary

regulatory approvals, and appropriate financial
commitments from Alberta Gas Ethylene, ma-
jor equipment items will be ordered and site
work started in the spring ot 1981. The expan-
sion should be completed by the end of 1982,




Pipeline Operations

Continued good performance was obtain-
ed from turbine-driven compressor units during
1980, which contribuied to the efficient opera-
tion of the pipeline system.

Average gas deliveries were lower than in
the previous year, primarily as a result of the ef-
fect of higher priced Canadian gas in export
markets. The price of gas at the international
border was increased in February, 198010 $4.47
{U.5.) per million Buu’s from the previous
$3.4%5 (U.5.) and will be raised 1o $4.94 (U.S.)
on April 1, 198!, Demand for Canadian gas in
the California market was reduced because of
the availability of lower priced United States
gas and alternative fuels,

A new sales tap was added to the system in
southeastern British Columbia at Galloway to
supply natural gas to a local industry.

The Company has received approval from
the National Energy Board 1o replace four
reciprocating compressors, originally placed in
service in 1961, at the Crowsnest compressor
station with a centrifugal turbine-compressor
installation. The new cquipment is expected (o
be installed during the summer of 1981 at a cost
of approximately 56 million.

Ve eaf fesceringe - ¢ s i
of new pupeline on
flaihead Ridge.
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Alaska Highway Pipeline Project

In July, 1980, final approval was received
for commencement ol construction by Alberta
Natural ol Phase 1 ol the Alaska Highway
Pipcline Project 1o transport additional natural
ga» produced in Alberta 1o United States
marhets prior 1o the commencement of delivery
of  Alaskan gas. The southeastern British
Columbia portion of Phase | consists of ap-
proabnately 88.5 km {35 miles) of pipeline
loops  located parallel 1o the Company’s
existing pipeline. Alberta Natural has commit-
ted 1o subseribe for 49% of the shares 1o be
issued by Teoothills Pipe Lines (South B.C.)
Lid., the owner ol the new facilities.

View aof pipe prier to connection
wl the Kingsgate meter siation. |

Extremely wel weather throughout August
and September forced the contractor 1o use a
heavy duty all-terrain vehicle specially designed
for Arclic conditions 1o aid the pipe-stringing
aperation. Al year-end 1980, construction of
Phase | facilities in Brilish Columbia was essen-
tally complete, Mainline work such as ditch-
ing, weldmg, taping, lowering-in and bagk-fill
was completed by mid-December. Hydro-
testing and the installation of three river cross-
ings were completed in early 1981. Final

cleanup will be completed during the summer
of 1981 in
schedule.

accordance with the planned




Regulatory Affairs

In March of 1980, Alberta Natural par-
ticipated in a National Energy Board public
hearing respecting its tolls and tariffs. The
hearing resulled rom the Board’s concern thal
Alberta Natural’s pipeline syslem be actively
regulated because of its integration with the
Alaska Highway Pipeline Project. The Board
issued its decision at the end of May, 1980.
Essentially, the Board agreed to a continuation
ol the current cost-of-service type of tariff, and
found a rate of return on rate base of 11.5%
per annum, effective July 1, 1980 (compared to
the prior rate of 9.5%), to be jusl and
reasonable. The decision also rcquired the
Company to calculate income taxes on a flow-
through basis for rate making purposes rather
than the normalized basis which was being
followed. The overall effect of the Board’s
decision on earnings was not material.

The National Energy Board conducted a
general inquiry into the supply of and demand
for oil, natural gas and other forms of energy.
The hearing commenced in Vancouver in
November, 1980, and was continued in other
Canadian centres, concluding in Otlawa during
February, 1981. As operator of the Cochrane
plant, Alberta Natural appeared at the Calgary
phase of the hearing in November, 1980 and
provided testimony to that porlion of the in-
quiry relating to the production of NGL and
ethane.

Calgary Property Development

Alberta Natural, jointly with Olympia &
York Developments Limited, plans to develop
its downtown Calgary property through the
construction of a new high-rise office tower.
Approval has been received from the City of
Calgary for the proposed developmenl. The
total cost of this joint development is estimated
to be $80 million. Construction is expected to
start in mid 1981 and to be completed in 1983.



ALBERTA NATURAL GAS COMPANY LTD

STATEMENT OF INCOME
For the year ended December 31, 1980
(with 1979 figures for comparison)

OPERATING REVENUE:
Transportation 0f gas ....ccceeiiiviiviiiiii e inieeees
Liquids eXiraction ...ooviriiiiiiiiiii e iaiaernaeenes
Other facililies ...vviiveriie e e e

OPERATING EXPENSES:
Operating and Maintenance ......coovvvinreerienierieninans

AdMINISITALIVE Lorreie i i e sriarraeeas

Deprecialion ......viieieriiieiiiitrnrenienrineeisiasiereneenss

Property and other taxes ......covvriiiiiiiiiineninennienrnns

OPERATING INCOME ...t

OTHER INCOME ...

INCOME BEFORE INCOME DEDUCTIONS ..............

INCOME DEDUCTIONS:

Interest on long termdebt ....cooiiiiiiiiiiiiiiiiniienninnn.
Interest on otherdebl ..ooviviiiiiiii i,

[0 11 =] U

INCOME BEFORE INCOME TAXES ..........ccooviienan.

PROVISION FOR INCOME TAXES .......ccoiviviiiiiiiinnnnn.

NET INCOME FOR THE YEAR .............cccioiiiiiiin,

EARNINGS PER COMMON SHARE ..........coiiiininnnne,

1930 1979

(thonsands of dollars)

S 20,937 $ 25,294
94,671 84,433
527 480
116,135 110,207
81,892 80,524
2,887 2,253
5,810 5,860
4,088 1,839
94,677 90,476
21,458 19,731
1,751 167
23,209 19,898
1,723 1,887
143 679

49 49
1,915 2,615
21,294 17,283
8,990 7,226

$ 12,304 $ 10,057
$  2.06 $ 1.69

See accompanying summary of accounting policies and notes.
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ALBERTA NATURAL GAS COMPANY LTD

BALANCE SHEET — December 31, 1980

(with 1979 fipures for compariscn)

ASSETS

PLANT, PROPERTY AND EQUIPMENT (Note 1) ..............
Less accumulated deprecialion ......o.ovevveveocvivennieenriannens

Net plant, property and equipment ...................

CURRENT ASSETS:

Cash and interest bearing deposits ......coovviiriiiiiieniiennnnn,
Accounts receivable ... e
Materials and SUPPIES ... cvvviiervivereieerirrireesicaearirearnens
Prepayments and other current assets ........oevevvieiirnnnen.

Total CUrrent AsSeLS ..ocvvivivvrrrrrrerremrermnerincainsens

DEFERRED CHARGES (Note 2) ...cooviniiniiiiiniiiiariaen,

Approved by the Board:

MM‘ " Director
},Q a_ M Director

1980 1979
(thousands of dollars)

$120,921 $119,449
46,937 41,141
73,984 78,308
7,082 2,353
22,614 14,758
1,818 1,567
89 94
31,603 18,772
5,094 3,451
$110,681 $100,531

See accompanying summary of accounting policies and notes.



SHAREHOLDERS’ EQUITY AND LIABILITIES

1980

(thousands of dollars)

SHAREHQOLDERS’ EQUITY (Note 3):
Capital stock:

5,964,110 common Shares .. ....cciiiiiiiiiiiieiieirreens $ 11,928
Contributed sUrplUs .. .ooovniei e 2,386
Reinvested Carnings ..oooviiiiiiiarineirrrenniriineeiseenniirsnsenes 38,021

Total shareholders® equity ............ociviiiieennnnn 52,335
LONG TERM DEBT (INOLE4) 1uvvniiieiiiiiiiianiiieiieeieennenieeienas 18,505
DEFERRED INCOME TAXES ... . .iiiiiriiieiercrasaniaes 20,475

CURRENT LIABILITIES:

Accounts payable (..o e e 11,420
Income taxes payable ... 5,923
Interest acCrued . .o.vieerieeriiieiiiriiiesrterieeanareaneaareanees 296
Sinking lund instalments due within one year .................. 1,623
Total current liabilities ........c..ccociiiiiiiiinennnns 19,262
CONTRIBUTIONS IN AID OF CONSTRUCTION .............. 104
TOTAL it raeanas $110,681

See accompanying summary of accounting policies and notes.

1979

$ 11,928
2,386
30,726

45,040

20,879

22,476

7,971
2,110

328
1,623

12,032

104

$100,531

11
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ALBERTA NATURAL GAS COMPANY LTD

STATEMENT OF REINVESTED EARNINGS
For the year ended December 31, 1980
(with 1979 figures for comparison)

BALANCE AT BEGINNING OF THE YEAR .....................

NET INCOME FOR THE YEAR ...,

DIVIDENDS PAID ON COMMON SHARES ......................

BALANCE AT END OF THE YEAR ......cocooiiiiin

STATEMENT OF CHANGES
IN FINANCIAL POSITION
For the year ended December 31, 1980
{with 1979 figures for comparison)

FUNDS PROVIDED:
From operations:

I3 (L 11 el ) £ L=

Add (deduct) non-cash items:

Depreciation ....ivuviieriierirrarrersrinnrrssrrrrriansesenins
Provision for deferred income taxes .......oovevvieenns
Other income deducClions ...c.ivevviieiiieiinirriaerinnes

FUNDS APPLIED:

Net additions to plant, property and equipment ...............
Reduction of long term debt ....ccoviiiiiiicniiiiiiciinen e,
Dividends ..ot s s e
Deferred ChArZeS ..vvvivreivre et iea e e e aeaaes
Decrease in notes payable ........c.oviiiiiiiniii e,

Increase (decrease) in working capital other

than notes payable .....oviiivinin e

See accompanying summary of accounting policies and notes.

1980 1979
(thousands of dollars)

$30,726 $24,128
12,304 10,057

43,030 34,185
5,009 3,459
$38,021 $30,726

1980 1979

(thousands of dollars)

$12,304

5,810
(2,001)
49

$16,162

$ 1,486
2,374
5,009
1,692

5,601
316,162

310,057

5,860
3,502
49

$19,468

¥ 5,056
2,373
3,459

290
11,011

(2,721)
$19,468




ALBERTA NATURAL GAS COMPANY LTD

SUMMARY OF ACCOUNTING POLICIES
DECEMBER 31, 1980

OPERATIONS:

Alberta Natural owns and operates a 36-inch pipeline from a point near Coleman, Alberta to
Kingsgate, on the British Columbia-Idaho border for the transportation of gas owned by Alberta
and Southern Gas Co. Lid. and Weslcoast Transmission Company Limiled. Alberla Natural also
owns and operates an extraction plant near Cochrane, Alberta, which removes propane and
heavier liquids (NGL) and ethane from (he gas stream of Alberta and Southern.

The gas transportation contract with the gas shippers and the sale agreements with the purchasers
of NGL and ethane provide for the full recovery of all operating expenses, deprecialion, property
and income taxes, together with a return on the unrecovered investment, In addition, Alberta
Nalural is entitled to 25% of the cumulative net marketing profits arising from the sale of the NGL
by each of the buyers, Dome Petroleum Limited and Amoco Canada Petroleum Company Lid.,
and a share of the annual net profit realized by the buyer, The Alberta Gas Ethylene Company
Ltd., on the sale outside Alberta of ethane surplus to ethylene plant requirements.

REGULATION:

The gas transmission segment of Alberta Natural’s operations is subject to the National Energy
Board Act and to the jurisdiction of the Board created thereby. This Board regulates accounting
matters, export of gas, construction and operation of gas pipelines and rates, tolls and tariffs
charged for such operations. In response to a request from the Board, Alberta Natural filed
material to permit the determination of the justness and reasonableness of its tariff. The Board
held a public inquiry into the matter in March, 1980. The Board in its decision of May, 1980,
found a rate of return on rate base of 11.5% per annum, effective July 1, 1980, (compared to the
prior rate of 9.5%), to be just and reasonable. The decision also required the Company to use
““flow-through’ income tax accounting for rate making purposes rather than *‘normalized” tax
accounting.

PLANT, PROPERTY AND EQUIPMENT:
Plant, property and equipment is carried at cost.

An allowance for funds used during construction is capitalized for plant under construction. The
rate used is normally equivalent to the annual rate of return. Any such allowance recorded is in-
cluded in other income.

(as transmission plant is being amortized at an annual rate (approximately 4.72%) equal to the
proportion that the annual volume of throughput authorized for export by the shippers bears to
the total volume remaining under the licences granted by the National Energy Board.

Depreciation on the portion of the extraction plant used for the removal of NGL is calculated at an
- annual rate of 2,5% on a straight-line basis. The ethane portion of the extraction facility is being
depreciated at an initial rate of approximately 6.25% decreasing to 1.25% in 1993,

13
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INVENTORIES:

Invenlories of materials and supplies are carried at cost,

INCOME TAXES:

Alberla Natural follows the tax allocation basis of recording income taxes on all income except for
gas lransportation and liquids extraclion operations which are subject to cost of scrvice contracts.
Income taxes are provided on this source of income only to the extent that they are included in
costs of service under such contracts.

UNAMORTIZED DEBT EXPENSES:

Debt expense applicable to each series of bonds is being amortized over the term of such series.

UNAMORTIZED ORGANIZATION AND CAPITAL STOCK EXPENSE:

Organization and capilal stock expcnsc is being amortized over the life of the last expiring export
licence (presently October 31, 1993),

DEFERRED CHARGES:

Project costs are initially recorded as deferred charges pending evaluation of the projects. Defer-
red charges applicable to projects which have been terminated are expensed.




ALBERTA NATURAL GAS COMPANY LTD

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 1980

(Tabular amounts shown in thousands of dollars)

1. PLANT, PROPERTY AND EQUIPMENT:

1980 1979
Gas Transmission PLant ....ooovivieiieriiveiineerienreeieiienienanns $ 54,812 $ 54,812
Extraction Plantl ... e rree e 62,408 61,905
L6 10 1 - gl = P 2,631 2,631
Plant Under ConstruCtion .vvvvivieeeriveirarrersiissrasssinsecionsns 1,070 101
120,921 119,449
Less: Accumulated Depreciation ..........cccoovieiiiiiiieennnenn. 46,937 41,141
Net Plant, Property and Equipment ..........c...oc.oooioiaeen. S 73,984 3 78,308
During 1980, an allowance for funds used during
construction of $76,000 (1979 Nil) has been
capitalized in the amounts shown above and
included in other income.
2. DEFERRED CHARGES:
1980 1579
Alaska Highway Pipeline Project ....ooooeiiiiiiiiiiiiieiienn... S 4,383 $ 2,821
Unamortized debt cXPense ......ovvvvereiieiiiiiiianiiiniinnnnnnss 426 467
Unamortized organization and capital stock expense .......... 100 108
L0 11 4 1= S PPN 185 55
$ 5,094 3§ 3,451

Alaska Highway Pipeline Project costs have been approved by the National Energy Board for
inclusion in the rate base of the Foothills group of companies at such time as they are transfer-
red (o the books of account of these companies.

During 1980, an allowance for funds used to finance the preliminary expenditures in the
amount of $1,048,000 has been capitalized and included in other income. This represents a
pre-tax allowance on Lhese charges from 1974 to date.

3. SHAREHOLDERS’ EQUITY:

The classes of shares Alberta Nalural is authorized to issue consist of an unlimited number of
preference shares, having such rights and privileges attached to them as the Direclors may by
resolution delermine, and an unlimited number of common shares.

Restrictions on the payment of cash dividends under certain circumstances are contained in
the Deed of Mortgage and Trust securing Alberta Natural’s bonds. At December 31, 1980
$3,082,000 otherwise available for dividends was restricted in this manner.

(On May 16, 1980 the Company issued additional shares of common stock in connection with a
five-for-one stock split to shareholders of record as of May 16, 1980. All per share amounts
and quantities of shares have been restated to reflect this stock split.
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LONG TERM DEBT:
First Mortgage Pipe Line Bonds:

Year Issued Malurity 1980 1979

5% % Series A ..oovvevvieenninn. 1961 1986 $ 5978 § 7,065
8% % Series B

($5,500,000 U.S.} oecovnnennne. 1969/1970 1991 5,960 6,437

812% Series C .ovvvvrvvnnennnnnn 1971 1992 8,250 9,000

20,128 22,502

Less sinking fund instalments due within one year ........... 1,623 1,623

$18,505 $20,879

The Series A Bonds are payable in United States dollars. As provided by the gas transporta-
tion contract, Alberta Natural is required to accepl from the gas shippers in substitution for
an equal number of Canadian dollars, the number of Uniied States dollars required to make
the annual principal and interest payments on the bonds (under the original terms of the Deed
of Mortgage and Trust). Accordingly, the principal amount of the Series A Bonds and
associated interest expense are recorded in Alberta Natural’s accounts on the basis of the two
currencies being equal in value.

The Series B Bonds are payable in United States dollars. The principal amount of the Series B
Bonds is recorded in Alberta Natural’s accounts at the amount of Canadian funds received on
conversion of United States funds received on issue.

Sinking fund requirements amount to approximately $2,337,000 ($1,587,000 (U.S.) and
$750,000 (Cdn.)) in each of the years 1982 to 1985. The 1981 sinking fund requirement for the
Series C Bonds has been provided for by the purchase and cancellation of $750,000 principatl
amount of such bonds and consequently the liability for sinking fund instalments due within
one year has been reduced by this amount.

Substantially all of the properties of Alberta Natural are pledged under the Deed of Mortgage
and Trust securing the bonds.

In connection with certain changes made to the Deed of Mortgage and Trust the interest rate
attached to each series of bonds is increased by % of 1%, effective January 1, 1981. Interest on
the Series A Bonds will henceforth be at the rate of 647 per annum, on the Series B Bonds at
the rate of 9% % and on the Series C Bonds at the rate of 8% %.

CLASSES OF BUSINESS OPERATIONS:
December 31, 1980:
Natural Gas Pipeline

Processing Transport Other Total
Operating Revenue $94,671 $20,937 % 527 $116,i35
Operating Expenses:
Operating and Maintenance ........... 70,536 10,988 368 81,892
Administrative ..ociiiiiiiiiiiieeeens 1,638 1,243 6 2,887
Depreciation .....covvvevviiiiiniernnieen, 3,153 2,591 66 5,810
Property and Other Taxes .............. 2,626 1,350 112 4,088
77,953 16,172 552 94,677
Operating Income (LOSS) v..oviviinninnennns $16,718 $ 4,765 % (25) § 21,458
Total AsSSetS. uvivivniriiiiiiiriirasiereniranerees $71,885 $22,935 §15,861 110,681
Total Capital Expenditures
During The Year..........ooevivniininnns $ 498 3 983 3 5 3 1,486




December 31, 1979:

Nalural Gas Pipeline
Processing Transgtil Other Total
Operating Revenue .........cooiiviiiiininennes 384,433 $25,294 § 480 $110,207
Operating Expenscs:
Operating and Maintenance ........... 65,836 14,443 245 80,524
Administrative ......ocoviiiiiiieeiiannaens 1,203 946 104 2,253
Depreciation ....ocvvveeiiioiiiiiiiiieene, 2,942 2,899 19 5,860
Property and Other Taxes .............. 552 1,249 8 1,839
70,533 19,537 406 90,476
Operating INCOME .....covvviiriieeireninins, $13,900 $ 5757 % 74 % 19,731
TOLAL ASSELS vivvieiiiniariaeineininainianinennes $67,935 $27,851 % 4,745 $100,531
Total Capital Expenditures
During The Year .....co.oooivvininenens § 196 $ 480 % — $§ 5,056

RELATED PARTY TRANSACTIONS:

Alberta Natural is related to Pacific Gas Transmission Company, which company owns 45%
of Alberta Natural’s outstanding capital stock. Pacific Gas Transmission in turn is a sub-
sidiary of Pacific Gas and Electric Company, which company owns 50.17% of the outstand-
ing capital stock of Pacific Gas Transmission. Alberta and Southern Gas Co. Ltd. is a wholly
owned subsidiary of Pacific Gas and Electric Company. Significant transactions with these
related companies, not disclosed in the accompanying financial statements, were as [ollows:

(1} Net charges for personnel and related
administrative costs from:

Alberta and Southern ...........oooiiiiieeeny
Pacific Gas Transmission ..........vivvvveee.n.
Pacific Gas and Electric ......covvivviinennenns

(2) Charges for liquids extraction
feedstock and fuel purchased from
Alberta and Southern ...........coovvveiiennnns

(3) Net charge to Alberta and Southern
for transportation of gas .........ooooooienns

{4} Amounts outstanding at December 31:
Payable to Alberta and Southern ............

Receivable from Alberta and Southern .....

DIRECTORS AND OFFICERS:

1930

$ 2,462
119
12

67,242

11,204

7,115
1,613

1979

$ 1,298
108
16

62,957

13,026

7,700
2,138

At December 31, 1980, Alberta Natural had nine direclors and eleven officers. Three of the
officers were also directors. Directors’ fees of $44,600 were paid in 1980 (1979 - $42,300)
which represents the only remuneration received from Alberta Natural by the directors and of-
ficers. In respect of services rendered to it by some of its officers who are also officers of a
related company, Alberta Natural pays a service charge to the related company.
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8. COMMITMENTS AND CONTINGENT LIABILITY:

Alaska Highway Pipeline Project

Alberta Natural is responsible for the construction and operation of the segment of the Alaska
Highway Pipeline in soulheastern British Columbia parallel to the Alberta Natural pipeline
and has undertaken to subscribe for 49% of the shares to be issued by Foothills Pipe Lines
(South B.C.) Ltd., which company owns that segment of the Alaska Highway Pipeline. The
amount of this investment is not yet determinable.

Calgary Property Development

Preliminary agreement has been reached with Olympia & York Developments Limited for the
joint development of Alberta Natural’s property in downtown Calgary. Subject to the
necessary approvals, the development will comprise a high-rise office tower, to cost approxi-
mately $80 million.

AUDITORS’ REPORT

To the Shareholders of
Alberta Natural Gas Company Ltd;

We have examined the balance sheet of Alberta Natural Gas Company Ltd as at December 11,
1980 and the statements of reinvested earnings, income and changes in financial position for the
year then ended. Our examinaiion was made in accordance with generally accepted auditing stan-
dards, and aecordingly included such tests and other procedures 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, 1980 and the results of its operations and the changes in its financial position for
the year then ended in accordance with generally accepted accounting principles applied on a basis
consistent with that of the preceding year.

DELOITTE HASKINS & SELLS
Chartered Accountants

Calgary, Alberta
February 6, 1981



COMMON SHARE MARKET INFORMATION

(Toronto Stock Exchange)

1980 High
First Quarter $18.00
Second Quarter 21.38
Third Quarter 26.00
Fourth Quarter 25.38
Year 26.00

1979 $14.70

Low
$13.50
16.00
20.00
18.00
13.50
$ 9.00

Adjusted for five-for-one stock split of May 16, 1980.

Close

$16.75
20.00
22.00
19.25
19.25
$14.00

Shares
Traded

28,586
323,098
131,245

70,948
553,877

69,031

Dividends
_ Paid
$0.21
0.21
0.21
0.21
0.84
$0.58

METRIC CONVERSION FORMULAE

I MMcf (million cubic feet)
1 barrel
! mile

028 10°m* (million cubic metres)
.159 m?® (cubic metres)
1.609 km (kilometres)
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ALBERTA NATURAL GAS COMPANY LTD

TEN YEAR COMPARATIVE HIGHLIGHTS

1980
FINANCIAL AND SHARE DATA
Operating revenue ($3000°s) ......ooovviiivirininnenns 116,135
Net income (300078) ...o.ooiiiiiiiiie e 12,304
Common sharcholders’ equity
total ($O00°S) .ot 52,335
per share (3) ..oovviiiiiniininiinines e 8.77
Average equity outstanding ($000°s) .........ocily 48,687
Earnings per outstanding common share (& ..... 2.06
Return on average common shareholders’
SQUILY {T0) covrvrree e e e 25.27
Average number of
cominon shares outstanding ...........ceeeenenn.. 5,964,110
Cash dividends (3000°s) .....oooociiiiniiiiiiinininnn, 5,009
Annual dividend ratc
per common share ($) — yearend ............... .84
Dividend payout ratio (%0) ..cccvvveenverniineiniann, 40.7
GAS PLANT
At year end (5000°s)
ORgINAl COSE .ovvininiinii i ervnenees 120,921
depreciated COSE .oovvviiviiiiiiiiicr e, 73,984
CAPITAL EXPENDITURES (3000°s) ....c..c.nvveeens 1,499
OPERATIONAL
Daily volume of gas delivered
average (10°mM*) oo, 27.82
(MMecl) oo 982
maximum (10°m?) oo 38.04
(MMecf) oo, 1,343
Daily production (average)
NGL (MY 1 705
L0210 1) R P 10,730
Ethane (M) i 3 480
(BBIS) cuvvrerricinnieneninns 21,800

1979

110,207
10,057

45,040
7.55
41,741
1.69

24.09

5,964,110
3,459

.68
344

119,449
78,308

5,073

33.99
1,200
3717
1,312

1930
12,160
3 485
21,920

1978

62,150
7,271

38,442
6.45
35,934
1.22

20.23

5,964,110
2,255

48
31.0

114,419
79,112

23,926

30.57
1,079
36.66
1,294

1 680
10,540
2630
16,530

NOTE: Sharc information is adjusted to reflect the five-for-one stock split on May 16, 1980.



1977

52,387
5,787

33,426
5.60
31,513
.97

18.36

5,964,110
1,962

34
339

90,503
59,162

15,318

35.13
1,240
39.77
1,404

1 840
11,600

47,317
5,701

29,601
4.96
27,663
96

20.61

5,964,110
1,825

32
32.0

75,213
47,220

271

34.56
1,220
38.47
1,358

2020
12,700

1975

41,063
4,563

25,725
4.31
24,278
77

18.79

5,964,110
1,670

.30
36.6

75,105
50,456

946

33.94
1,198
37.96
1,340

2210
13,500

1974

30,940
3,456

22,832
3.83
21,760
58

15.88

5,964,110
1,312

22
38.0

74,183
52,591

314

31.95
1,128
38.78
1,369

2110
13,300

173

23,853
2,144

20,688
347
20,242
36

10.59

5,964,110
1,252

22
584

73,911
55,342

357

34.53
1,219
38.87
1,372

2 460
15,500

1972

17,291
1,977

19,796
3.32
19,404
33

10.19

5,964,110
1,193

20
60.3

73,544
58,012

564

34.16
1,206
37.73
1,332

2080
13,100

1971

14,170
1,770

19,012
3.19
18,723
.30

9.45

5,964,110
1,193

20
67.4

72,999
60,439

4,673

31.84
1,124
36.91
1,303

1 450
9,100
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