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ALBERTA NATURAL GAS COMPANY LTD 

Harry Boofh, 
President and Chief Executive Officer 

This situation with respect to Cana- 
dian gas is aggravated by the dispar- 
ity between the export price of Cana- 
dian gas and the comparatively low 
regulated price of U.S-produced gas. 
As a result of the reduced demand for 
Canadian gas, production of natural 
gas liquids (NGL) and ethane at the 
Cochrane plant was reduced. How- 
ever, since market prices for NGL 
continued at higher levels during 1981. 
earnings from the sale of the NGL 
showed a modest improvement. The 
high interest rates being experienced 
on both short and long term borrow- 
ings, together with a required change 
in the rate of return on equity, led 
Alberta Natural to fiie an application 
with the National Energy Board to 
increase the rate of return permitted 
to be earned on rate base associated 
with gas transmission operations. This 
application will be heard by the Board 
commencing March 8, 1982. 

Economic uncertainty continues to 
prevail in the petroieum industry. While 
the energy pricing and taxation agree- 
ments between the federal govern- 
ment and the producing provinces, 
together with the November federal 
budget, were put into place in 1981, 
levels of activity well below the capa- 
biiity of the industry continue. Invest- 
ment and operating budgets have been 

II aspects of this project progressed 
further during 1981 as the United States 
Congress approved amendments to 
existing legislation which will permit 
the major producing companies to 
participate in the financing of the Alas- 
kan segment of this project, and will 
materially improve the prospects for 
the additional financing that must be 
obtained as a prerequisite to final 
United States certification. Phase II  of 
the pipeline system will allow for com- 
pletion of the looping, paralleling Alberta 
Natural's pipeline,' by Foothills Pipe 
Lines (South B.C.) Ltd. 

At the Annual Meeting of Sharehold- 
ers in April 1981, Mr. Barton W. 
Shackelford. President and Chief Oper- 
ating Officer of Pacific Gas and Elec- 
tric Company and Mr. John E. Goudie, 
Executive Vice-president of Alberta Nat- 
ural and Alberta and Southern Gas 
Co. Ltd., were elected to the Board of 
Directors of Alberta Natural. Followina 
the Annual Meeting, Mr. G. R. ~ a l s l h  
was appointed to the position of Vice- 
President Operations. Once again, the 
Board of Directors wish to take this 
opportunity to express their sincere 
thanks to the employees of Aiberta 
Natural, whose skill and dedication 
have contributed significantly to the 
continued success of the Company 
during the past year. 

cut, malor prolects have been shelved . . .  
and an exodus of manpower, equip- 
ment and c a ~ l t a l  reduced 1981 indus- For the Board of Directors 

try activity in Canada. Your Directors 
continue to be concerned as to the w- 
prospects of Canadian energy self- 
sufficiency goals being achieved given Chairman of the Board 
the current economic climate and the 
apparent reduction in exploration activ- 
ity. 

October 1, 1981 marked the first flow President and Chief 
of natural gas from Canada to south- Executive Officer 
ern California markets through the com- 
pleted Phase I facilities of the Alaska 
Highway Pipeline Project. The Phase March 3, 1982 



Financial 

The net income of Alberta Natural for 

J E. Goudie. 
Executive fice~presidenl 

Review of 
Operations 

1981, was $18,800,000 or $3.15 per 
outstanding common share. In 1980, 
net income was $1 2,304,000, or $2.06 
per outstanding common share. The 
graphs below illustrate the increase in 
both earnings per share and share- 
holders' equity over the past ten years 
of operation. 
Net income was enhanced in 1981 by 
an $.80 per share extraordinary .item 
during the third quarter. This 'gain 
resulted from the sale to Oiymp~a & 
York Developments Limited, of a one- 
half interest in the Company's down- 
town Calgary property. The addition 
of Alberta Naturai's share of the earn- 
ings of Foothills Pipe Lincs (South 
B.C.) Ltd, also contributed to the 
increase in earnings. 
The annual dividend rate on the Com- 
pany's common shares was increased 
to $1 0 0  per share, from the previous 
$.84 per share, effective with the quar- 
terly payment in March. 1981, and 
was further increased to $1.32 per 
share effective with the quarterly pay- 
ment in March, 1982. 

Earnings per Outstanding 
Common Share (dollars) 
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Liquids Extraction Operations 

Production at the Cochrane plant dur- 
ing 1981 averaged 1 600 m3 (10,110 
barrels) per day of NGL, and 3 370 
m3 (21,220 barrels) per day of eth- 
ane. Total production in 1981 was 
approximately 1 %% less than that in 
1980. The plant operated at an aver- 
age of 73% capacity for the year com- 
pared to 75% in 1980. 

The volume of feed gas available to 
the plant in 1981 was less than in 
1980 due to the reduced demand for 
Canadian gas in the California market 
caused by increased consumer con- 
servation and the availability of cheaper 
gas and alternative fuels within the 
United States. The reduction was off- 
set in the last quarter w~th the intro- 
duction of an average of approximately 
90 MMcfd of gas into the system on 
October 1 for Pan-Alberta Gas Ltd. 
Pan-Alberta has been authorized to 
export natural gas through the Phase I 
portion of the Alaska Highway Pipe- 
line Project. 

Common Shareholders' Eauitv . . 
(mill~ons of dollars) 



ALBERTA NATURAL GAS COMPANY LTD 

D. R. Fenton, 
Executive Vice-President 

A view of Cochrarle elharie exparaiori 
with the operating plant in the 
background, 

The level of ethane production was 
maintained in 1981, despite reduced 
volumes of feed gas, due to the relax- 
ation by the buyer throughout the year 
of the carbon dioxide specification of 
ethane product. 

To facilitate the looping tie-ins with 
Foothills Pipe Lines (South B.C.) Ltd. 
and to allow for similar tie-ins to the 
Pacific Gas Transmission system at 
the British Columbia-ldahointernational 
border, the plant was shut down for a 
total of 13 days for the two concurrent 
operations. 

On Decem,ber 15, a minor fire occurred 
in the lean oil absorption section of 
the plant, resulting in reduced plant 
processing capacity, while two pumps 
and ancillary equipment were repaired 
No injuries resulted from the fire. 
Production of ethane and NGL aver- 
aged approximately 70% of normal 
until the plant returned to full processing 
capacity on December 31, 1981 

The Canadian Natural Gas Processors 
Association and the Workers' Com- 
pensation Board of Alberta each pre- 
sented safety awards for the accident 

free year of operation at the Cochrane 
plant. The plant has the distinction of 
operating for 10 consecutive years 
without a lost-time injury. 

Cochrane Plant Ethane Expansion 

The necessary regulatory approvals 
for the ethane expansion were received 
during the second quarter of 1981 
and construction began in July. The 
design required to produce increased 
volumes of ethane consists of two 
newturbo-expander units tooperate in 
parallel with the existing unit. All major 
equipment for the two turbo-expander 
units was ordered during 1981. Eth- 
ane production capacity will be 
increased from approximately 4 000 
to 6 800 m3 (25,000 to 43,000 bar- 
rels) per day. 

All earthwork associated with site 
preparation has been completed and 
the building and equipment founda- 
tions have been placed. The piping 
and mechanical work commenced in 
early 1982, and the project is sched- 
uled to be completed during the fourth 
quarter of 1982. 





ALBERTA NATURAL GAS COMPANY LTD 

I 
Pipeline Operations 

Daily deliveries of natural gas during 
1981 averaged 26.58 106m3 (938 MMcf) 
compared with 27.82 106m3 (982 MMcf) 

Installation of a 10,000 horsepower 
centrifugal compressor unit to replace 
thefouroriginal reciprocating compres- 
sors at the Crowsnest compressor 

I 
station, was completed in January, 
1982 and the unit is now being com- 
missioned for service. 

A new maintenance facility was 
constructed at the Cranbrook base, 
encompassing an instrument and elec- 
trical shop, a measurement shop, a 
welding, machine and fabrication shop 

E. W. Mychaiuk. Vrce-President 
Enaineerina and Construction with and a general equipment repair shop. 
~ochrane plant manager Jerry Smith 
studying the I ~ J L & /  01 the ethane 
expansron. 

Pipeline Operations 

Capital expenditures in 1981 includ- 
ing the new compressor unit, the 
maintenance shops, modifications to 
the telemetry systems at several 
compressor stations, the upgrading 
of the radio communications system 
and other items amounted to $6,646,000. 

Foothills Pipeline Project 

Construction of the pipeline section of 
Phase I of the Alaska Highway Pipe- 
line Project was completed in May, 
1981 and gas began flowing through 
the ,new line on October 1, 1981 
~ddit ional meter station facilities at 
Kingsgate were completed and oper- 
ational in November. The total cost of 
the southeastern British Columbiasec- 
tion of the prebuild project was slightly 
under the final design cost estimate. 

The contract for the revegetation of the 
pipeline right-of-way was completed 
in September, one month ahead of 
schedule, by Kootenay Indian Enter- 
prises, a firm consisting of members 
of the Kootenay Indian Area Council 
which represents the five bands in the 
vicinity. The work consisted of re- 
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grading, fertilization and seeding with 
native grasses, on all land which had 
been disturbed by construction. 

Planning and Development 

The application filed with the Alberta 
Energy Resourcesconservation Board 
in 1981 seeking permission to con- 
struct a combined methanolIMTBE 
(methyl tertiary butyl ether) facility in 
the province, at a projected cost of 
$600 million, was subsequently with- 
drawn later in the year. 

As with many other world scale petro- 
chemical projects, the Canadian market 
is not sufficiently large to absorb the 
new production. Thus, it is necessary 
to obtain export markets. In the case 
of methanol, export sales are pre- 
dominantly priced on the basis of 
prevailing United States Gulf Coast 
prices, and those prices have become 
progressively softer over the past sev- 
eral months. As a result, potential 
major export customers have been 
unwilling to commit to the project at 
prices which are needed to provide a 
satisfactory return on investment. 

Similarly, the MTBE portion of the 
project suffered from an apparent (and 
recent) oversupply of the high octane 
component of the U S  gasoline pool. 
This oversupply situation developed 
from an overall lessening in demand 
for gasoline which left refiners operat- 
ing at less than full capacity. These 
reduced operating rates, in turn, pro- 
vided the refiners with an economic 
means of increasing their octane sup- 
ply through refinery runs, thus lessening 
the need for an external supply of 
octane boosters such as MTBE. 

While the sponsoring group has decided 
to suspend further workon the project, 
the Company intends to remain up to 
date with the market situation so that 
future opportunities may be identified 
and acted upon should they arise. 



Regulatory Affairs 

In December, Alberta Natural filed an 
application with the National Energy 
Board requesting an increase in the 
rate of return on transmission rate 
base. The application reflectsthe higher 
rates of return on equity that have 
been included in applications of other 
utiiit~es as well as the higher rates of 
interest now beina ex~erienced on 

I 
- .  

both short and long term borrowings. 
The hearing of this application will 
commence March 8, 1982. . . 

During the year, the Company ~nter- 
vened in proceedings before the Alberta 
Gas Utilrt~es Board and the Energy 

D. McMoriand, 
Vice-Presrdent Regulatory Aiiarrs 

Resources Conservation Board on appli- I catlons by Esso Resources Canada 
Limited which would allow it to expand 
existing facilities in Alberta to increase 
extraction of natural gas liquids. Although 
these facilities would not impact directly 
on Alberta Natural at Cochrane, the 
Company is concerned about the pos- 
sibility of other future facilities that 
may extract ethane and other liquids 
from the gas stream before it reaches 
the Cochrane plant Decisions from 
these proceedings have not as yet 
beenhandeddown. 

The National Energy Board has sched- 
uled a gas export hearing to consider 

a number of licence applications, includ- 
ing one from your Company's affiliate 
and major transmission customer, 
Alberta and Southern Gas Co. Ltd. 
Alberta and Southern is seeking to 
extend its existing export levels through 
Alberta Natural's facilities to October 
31, 1993. The hearing, which will be in 
three phases. begins in Ottawa on 
March 16, 1982, and is expected to 
continue until mid-September, The first 
phase will be a review phase in which 
licence conditions and surplus calcu- 
lation procedures are examined. In 
the second phase the details of each 
export proposal will be considered. 
Thefinai phase will bea  surplus phase 
in which the Canadian gas surplus will 
be determined and allocated to the 
applicants. 

Calgary Property Development 

On August lst,  the Company's offices 
were moved to new premises in the 
East Tower of Esso Plaza in downtown 
Calgary. The move took place over a 
weekend to minimize business dis- 
ruptions. During the fall, the existing 
Alberta and Southern Building was 
demolished and site excavation has 
begun for the new office tower. Con- 
struction is expected to be completed 
in the third quarter of 1983. 

Moving Day . a last look at the old 
ANG budding reflected in the west 
tower of the Esso Resources 
building. 



ALBERTA NATURAL GAS COMPANY LTD 

Financial Review 

STATEMENT OF INCOME 
For the year ended December 31. 1981 
(with 1980 figures for comparison) 

OPERATING REVENUE: 
Transportation of gas . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . .  Liquids extraction 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Other facilities 

Total operating revenue . . . . . . . . . . . . . . . . . .  
OPERATING EXPENSES: 

Operating and maintenance . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Administrative 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Depreciation 
-- . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Taxes excise 
-- property and other . . . . . . . . . . . . . . . . . .  

Total operating expenses 

OPERATING INCOME . . . . . . . . . . . . . . . . . . . . . . . . . . .  
OTHER INCOME: 

Equity earnings in net income of Foothills 
Pipe Lines (South B.C.) Ltd . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Other (Net) 

Total other income . . . . . . . . . . . . . . . . . . . . . . .  

INCOME BEFORE INCOME DEDUCTIONS 

INCOME DEDUCTIONS: 
Interest on long term debt . . . . . . . . . . . . . . . . . . . .  
Interest on other debt . . . . . . . . . . . . . . . . . . . . . . . .  
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total income deductions . . . . . . . . . . . . . . . . .  

INCOME BEFORE INCOME TAXES AND 
EXTRAORDINARY ITEM . . . . . . . . . . . . . . . . . . . . .  

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

INCOME BEFORE EXTRAORDINARY ITEM . . . . . . . . .  

EXTRAORDINARY ITEM (Note 8) . . . . . . . . . . . . . . . . . .  

NET INCOME FOR THE YEAR . . . . . . . . . . . . . . . . . . . .  

EARNINGS PER COMMON SHARE: 
. . . . . . . . . . . . . . . . . . . . .  Before extraordinary item 

Extraordinary item . . . . . . . . . . . . . . . . . . . . . . . . . . .  
After extraordinary item . . . . . . . . . . . . . . . . . . . . . .  

1981 1980 

(thousands of dollars) 

See accompanying summary of accounting policies and notes 
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BALANCE SHEET 
December 31, 1981 
(with 1980 figures for comparison) 

ASSETS 
1981 1980 

(thousands of dollars) 

PLANT, PROPERTY AND EQUIPMENT (Note 1) . . . . .  $137,488 $120,921 
Less accumulated depreciation . . . . . . . . . . . . . . .  48,168 46,937 

Net plant, property and equipment . . . . . . . .  89,320 73,984 

CURRENT ASSETS: 
Cash and interest bearing deposits . . . . . . . . . . . .  71 7,082 
Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . .  22,528 22,614 
Materials and supplies . . . . . . . . . . . . . . . . . . . . . . .  1,550 1,818 
Prepayments and other current assets . . . . . . . . .  236 89 

Total current assets . . . . . . . . . . . . . . . . . . . . . .  24,385 31,603 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  INVESTMENT 10,290 - 

DEFERRED CHARGES (Note 2) 

Approved by the Board: 

Sfl Director 

g& , % y a d  Director 

. . . . . . . . . . . . . . . .  TOTAL 



ALBERTA NATURAL GAS COMPANY LTD 

SHAREHOLDERS' EQUITY AND LIABILITIES 
1981 1980 

(thousands of dollars) 
SHAREHOLDERS' EQUITY (Note 3): 

Capital stock: 
5,964,110 common shares . . . . . . . . . . . . . . .  

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

Total shareholders' equity . . . . . . . . . . . . . . . .  

LONG TERM DEBT (Note 4) 

DEFERRED INCOME TAXES . . . . . . . . . . . . . . . . . . . . . .  

CURRENT LIABILITIES: 
Notes payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income taxes payable . . . . . . . . . . . . . . . . . . . . . . .  
Interest accrued . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . .  Sinking fund instalments due within one year 

Total current liabilities . . . . . . . . . . . . . . . . . . . .  

CONTRIBUTIONS IN AID OF CONSTRUCTION 

TOTAL . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1 28,385 $1 10,681 

See accompanying summary of accounting poiicies and notes. 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
For the year ended December 31, 1981 
(with 1980 figures for comparison) 

1981 1980 

(thousands of dollars) 

FUNDS PROVIDED: 
From operations: 

. . . . . . . . . . . .  Income before extraordinary item 
Add (deduct) non-cash items: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Depreciation 
. . . . . . .  Provision for deferred income taxes 

. . . . . . . . . . . .  Amo~tization of deferred costs 
. . . . . . . . . . . . .  Equity earnings in investment 

. . . . . . . . . . . . . . . . .  Other income deductions 

Net proceeds from sale of Calgary property 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (Note 8) 

. . . . . . . . . . . . . . . . . . . .  Increase in notes payable 
Recovery of Alaska Highway Pipeline Project 

costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Total 

FUNDS APPLIED: 
Net additions to plant, property and 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  equipment 
. . . . . . . . . . . . . . . . . .  Reduction of long term debt 

Investment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Deferred charges . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Increase in working capital other than notes 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . payable 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Total 

See accornpanylng summary of accounting policies and notes 



ALBERTA NATURAL GAS COMPANY LTD 

STATEMENT OF REINVESTED EARNINGS 
For the year ended December 31, 1981 
(with 1980 figures for comparison) 

1981 1980 

(thousands of dollars) 
BALANCE AT BEGINNING OF THE YEAR . . . . . . . . . . $38,021 $30,726 

NET INCOME FOR THE YEAR 

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

BALANCE AT END OF THE YEAR 

See accornpanyng summary of accountng policies and notes. 

SUMMARY OF ACCOUNTING POLICIES 
DECEMBER 31,1981 

OPERATIONS: 

Alberta Natural owns and operates a 914 mm (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. Ltd. and Westcoast 
Transmission Company Limited, and for the transportation of gas for Foothills Pipe 
Lines (South B.C.) Ltd. Alberta Natural also operates the pipeline facilities 
owned by Foothills Pipe Lines (South B.C.) Ltd. located in southeastern British 
Columbia. Alberta Natural also owns and operates an extraction plant near 
Cochrane, Alberta which removes propane and heavier liquids (NGL) and 
ethane from the gas stream. 

The gas transportation contracts and operating agreement with the gas shippers 
and the sale agreements with the purchasers of NGL and ethane provide for the 
full recovery of all operating expenses, depreciation, property and income taxes, 
together with a return on the unrecovered investment. In addition, Alberta Natural 
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 Ltd., 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. 
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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. 
Alberta Natural has filed an application with the Board requesting, effective 
January 1, 1982, an increase in the rate of return which it is permitted to earn on its 
rate base. 

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 included in other income. 

Gas transmission plant is being amortized at an annual rate (approximately 4.7%) 
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. 

INVESTMENTS: 
Alberta Natural foliows the equity method of accounting for its investment in a 49% 
owned affiiiate, Foothills Pipe Lines (South B.C.) Ltd. 

INVENTORIES: 
Inventories of materials and supplies are carried at cost. 

INCOME TAXES: 
Alberta Natural follows the tax allocation basis of recording income taxes on all 
income except for gas transportation and liquids extraction operations which are 
subject to cost of service contracts. Income taxes are provided on this source of 
in.&me only to the extent that they are inciuded 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 capital stock expense 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. Deferred charges applicable to projects which have been terminated 
are expensed. 



ALBERTA NATURAL GAS COMPANY LTD 

NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1981 
(Tabular amounts shown in thousands of dollars) 

1981 1980 

1. PLANT, PROPERTY AND EQUIPMENT: 
Gas Transmission Plant . . . . . . . . . . . . . . . . . .  $ 58,037 $ 54,812 
Extraction Plant . . . . . . . . . . . . . . . . . . . . . . . . . .  62,521 62,408 
Other Plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 2,631 
Plant Under Construction . . . . . . . . . . . . . . . . .  16,930 1.070 

137,488 120,921 
Less: Accumulated Depreciation . . . . . . . . . .  48,168 46,937 

. . . . . . . .  Net Plant, Property and Equipment $ 89,320 $ 73,984 

During 1981, an allowance for funds used during construction of $1,076,000 
(1980 $76,000) has been capitaiized and included in other income. 

2. DEFERRED CHARGES: 
1981 1980 

Alaska Highway Pipeline Project . . . . . . . . . . .  $ 3,816 $ 4,383 
Unamortized debt expense . . . . . . . . . . . . . . .  385 426 
Unamortized organization and 

capitai stock expense . . . . . . . . . . . . . . . . . .  92 100 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Other 97 185 

$ 4,390 $ 5,094 

Alaska Highway Pipeline Project costs have been approved by the Nationai 
Energy Board for inclusion in the rate base of the Foothills group of 
companies at such time as they are transferred to the books of account of 
these companies. 

During 1981, an allowance in the amount of $301,000 for funds used to 
finance the preliminary expenditures has been capitalized and included in 
other income. 

3. SHAREHOLDERS' EQUITY: 
The classes of shares Alberta Natural is authorized to issue consist of an 
unlimited number of preference shares, having such rights and privileges 
attached to them as the Directors may by resolution determine, 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, 1981 $3,082,000 otherwise available for dividends 
was restricted in this manner. 



4. LONG TERM DEBT: 
First Mortgage Pipe Line Bonds: 

Year Issued Maturity 1981 1980 

6%% Series A . . . . . . . . . . . .  1961 1986 $ 4,891 $ 5,978 
g1/8% Series B 

($5,000,000 U.S.) . . . . . .  .196911970 1991 5,364 5,900 
a7/8% Series C . . . . . . . . . . . .  1971 1992 7,500 8,250 

17,755 20,128 
Less sinking fund instalments due within one year 1,623 1,623 

$16,132 $18,505 

The Series A Bonds are payable in United States dollars. As provided by the 
gas transportation contract, Alberta Natural is required to accept from the gas 
shippers in substitution for an equal number of Canadian dollars, the number 
of United 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 1983 to 1985, and 
approximately $1,793,000 ($1,043,000 (U.S.) and $750,000 (Cdn.)) in 
1986. The 1982 sinking fund requirement for the Series C Bonds has been 
provided for by the purchase and cancellation of $750,000 principal amount 
of such bonds and consequently the liability for sinking fund instalments due 
within one year has been reduced by this amount. 

With the exception of Alberta Natural's Calgary property, substantially all of its 
properties are pledged under the Deed of Mortgage and Trust securing the 
bonds. 



ALBERTA NATURAL GAS COMPANY LTD 

5. CLASSES OF BUSINESS OPERATIONS: 
1981 

Natural Gas Pipeline 

Processing Transport Other Total 

Operating Revenue . . . . . . . .  $1 08,928 $21,610 $ 366 $1 30,904 

Operating Expenses: 
Operating and 

Maintenance . . . . . . . . .  69.560 9,054 262 78,876 
Administrative . . . . . . . . . .  1.928 1,632 4 3,564 
Depreciation . . . . . . . . . . . .  3.1 67 2,594 67 5,828 
Property and 

Other Taxes . . . . . . . . . .  17.099 3,220 78 20,397 

. . .  Operating Income (Loss) $ 17,174 $ 5,110 $ (45) $ 22,239 

. . . .  Total Identifiable Assets $ 84,627 $26,481 $1 7,277 $1 28,385 

Total Capital Expenditures 
. . . . . . . .  During The Year $ 15,924 $ 6,483 $ 162 $ 22,569 

Operating Revenue . . . . . . . .  $94,671 $20,937 $ 527 $1 16,135 

Operating Expenses: 
Operating and 

Maintenance . . . . . . . . .  70,536 10,988 368 81.892 
Administrative . . . . . . . . . .  1,638 1,243 6 2,887 
Depreciation . . . . . . . . . . . .  3,153 2,591 66 5.810 
Property and 

OtherTaxes . . . . . . . . . .  2,626 1,350 112 4,088 

77.953 16,172 552 94,677 

. . .  Operating Income (Loss) $16,718 $ 4,765 $ (25) $ 21,458 

Total Identifiable Assets . . . .  $71.885 $22,935 $15,861 $1 10,681 

Total Caoital Exoenditures 
~ u r i n g  The ~ k a r  . . . . . . .  $ 498 $ 983 $ 5 $ 1,486 

6. RELATED PARTY TRANSACTIONS: 
Alberta Natural is related to Pacific Gas Transmission Company, which 
company owns 49.997% of Alberta Natural's outstanding capital stock. Pacific 
Gas Transmission in turn is a subsidiary of Pacific Gas and Electric Company, 
which company owns 50.1 7% of the outstanding capital stock of Pacific Gas 
Transmission. Albertaand Southern Gas Co. Ltd, is a wholly owned subsidiary 
of Pacific Gas and Electric Company. Alberta Natural owns 49% of the 
outstanding capital stock of Foothills Pipe Lines (South B.C.) Ltd. Significant 
transactions with these related companies, not disclosed in the accompanying 
financial statements. were as follows: 



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

. . . . . . . . . . . . . . .  Alberta and Southern 
. . . . . . . . . . . .  Pacific Gas Transmission 

. . . . . . . . . . . . .  Pacific Gas and Electric 

(2) Charges for hquids extraction 
feedstock and fuel purchased from 

. . . . . . . . . . . . . . .  Alberta and Southern 

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

. . . . . . . . . . . .  Foothills (SouthELG.) Ltd. 

(4) Amounts outstanding..at December 31 : 
. . . . .  Payable to Alberta and Southern 

Receivable from: 
. . . . . . . . . . . . . . .  Alberta and Southern 

. . . . . . . . . . . .  Foothills (South B.C.) Ltd. 

7. DIRECTORS AND OFFICERS: 
At December 31, 1981, Alberta Natural had eleven directors and eleven 
officers. Four of the officers were also directors. Directors' fees of $53,000 
were paid in 1981 (1980 - $44,600) which represents the only remuneration 
received from Alberta Natural by the directors and officers. 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. 

8. COMMITMENTS: 
At December 31, 1981, the company had entered into an agreement with 
Olympia & York Developments Limited for the joint development of Alberta 
Natural's property in downtown Calgary. In accordance with the terms of the 
development agreement Olympia & York is responsible for financing the 
project during the construction period. The development, excluding land, 
will cost approximately $76 million, of which $1,914,000 has been expended 
to date. Alberta Natural's security pledged for construction loans is restricted 
to its share of the project land, the cost of which is included in Plant Under 
Construction. In connection with this development, in 1981 Alberta Natural 
sold a 50% interest in its property to Olympia & York resulting in an 
extraordinary gain of 54,786,000 net of income taxes of $1,253,000. 

At December 31, 1981, the company had entered into an agreement relating 
to the expansion of its Cochrane plant aggregating approximately $54,600.000 
of which $14,600,000, has been expended to date. 



ALBERTA NATURAL GAS COMPANY LTD 

AUDITORS' REPORT 

To the Shareholders of 
Alberta Natural Gas Company Ltd: 

We have examined the balance sheet of Alberta Naturai Gas Company Ltd as 
at December 31. 1981 and the statements of reinvested earnings, income 
and changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, and 
accordingly 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 31,1981 and the results of its operations 
and the changes in its financial position for the year then ended in accord- 
ance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 

Deioitte Haskins + Sells 
Chartered Accountants 

Calgary, Alberta 
February 5, 1902 

COMMON SHARE MARKET INFORMATION 
(Toronto Stock Exchange) 

Shares Diwdends 
1981 Hlgh Low Close Traded Paid 

First Quarter . . . . . .  $25.25 $1 9.00 $25.25 352,953 $0.25 
. . .  Second Quarter 25.50 24.00 25.00 446,120 0.25 

Third Quarter. . . . . .  31 .OO 24.00 24.00 439.625 0.25 
Fourth Quarter. . . .  29.50 22.75 27.50 48.940 0.25 

Year. . . . . . . . . . . . . .  31 .OO 19.00 27.50 1,287,638 100 



ALBERTA NATURAL GAS COMPANY LTD 

TEN YEAR COMPARATIVE HIGHLIGHTS 

1981 

FINANCIAL AND SHARE DATA 

. . . . . . . . . . . . . .  Operating revenue ($000'~) 130.904 
. . . . . . . . . . . . . . . . . . . . .  Net Income ($000'~) 18.800 

Common shareholders' equity 
. . . . . . . . . . . . . . . . . . . . . . . . .  total ($000'~). 65.1 7 1 

. . . . . . . . . . . . . . . . . . . . . . . . . .  per share ($) 10 93 
Average equity outstanding ($000'~). . . . . . .  58.753 
Earnings per outstanding common 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  share ($) 3.15 
Return on average common shareholders' 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  equity (%) 32.00 
Cash dividends ($000'~) . . . . . . . . . . . . . . . . .  5.964 
Annual dividend rate 

per common share ($) - year end . . . . . .  1 00 
Dividend payout ratio (%) . . . . . . . . . . . . . . . .  31.7 

GAS PLANT 

At year end ($000'~) 
original cost . . . . . . . . . . . . . . . . . . . . . . . . . .  137,488 120,921 1 19,449 
depreciated cost . . . . . . . . . . . . . . . . . . . . . .  89.320 73,984 78,308 

CAPITAL EXPENDITURES ($000'~) . . . . . . . . .  22.569 1,499 5,073 

OPERATIONAL 

Daily volume of gas delivered 
. . . . . . . . . . . . . . . . .  average (1 06m3) 

(MMcf) . . . . . . . . . . . . . . . . . .  
maximum (1 06m3) . . . . . . . . . . . . . . . . .  

(MMcf) . . . . . . . . . . . . . . . . . .  
Daily production (average) 

NGL (m3) . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . .  (Bbls) 

Ethane (m3) . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . .  (Bbls) 

NOTES: - Share information is adjusted to reflect the five-for-one stock split on 
May 16, 1980. Shares Outstanding - 5,964,110. 

- 1981 Financial and Share Data includes the effect of an 
extraordinary item of $4,786,000 or $.80 per share. 
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