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Ajberta Natura! is a Calgary-
based, diversified company
involved in processing and
marketing of specialty chemi-
cals and natural gas liquids,
the ownership and operation
of natural gas pipelines and
property development.

Pacific Gas Transmission
Company, a US. federally-
regulated pipeline company,
owns 49.3% of the issued and
outstanding common shares of
Alberta Natural; in turn, Pacific
Gas and Electric Company, a
major investor-owned utility
based in San Francisco, Cali-
fornia, owns 100% of Pacific
Gas Transmission. The balance
of the shares of Alberta Nafural
are held predominantly by
Canadian institutions and
individuals.

Through its wholly-owned
subsidiary, ANGUS Chemical
Company, Alberta Natural is
cngaged in the production ond
marketing of nitroparaffins and
their derivatives, the antihiotic
erythromycin and the manu-
facture and marketing of

speclalty chemicals in the United
States and abroad.

Through the Cochrane
Extraction Plant Partnership,
Alberta Natural owns and oper-
ates a world-scale natural gas
liquids and ethane exiraction
facility near Cochrane, Alberta,
on the western leg of Nova
Corporation of Alberta’s pipe-
line system. This facility also
produces and contracts for
the marketing of carbon dioxide.

Through another wholly-
owned substdiary, ANG Liquids
Lid., Alberta Natural is engaged
in the natural gas liquids
brokerage business in Canada
and the United States and has
an interest in an NGL frac-
tionation and storage facility
located ai Marysville, Michigan.

Alberta Natural is a joint
owner in a new company that
will construct, own and operate
a processing facility near High
River, Alberta to produce and
market high purity magnesium.

The Company owns and
operates a large-diameter
natural gas pipeline which links

the systems of Nova and Pacific
Gas Transmission Company, to
move natural gas from Alberta
to California. Alberta Natural
has a 49% interest in and
operates Foothills Pipe Lines
(South B.C.) Lid., a pipeline
which parallels about one-hall
of Alberia Natural’s line in
southeastern British Columbia,
and is the “pre-build” portion
of the Alaska Highway Pipeline
Project. The Company also owns
and operates & pipeline which
transports natural gas for Shell
Canada Resources Limited, in
the Peace River area of Alberta.
Alberta Natural has a half-
interest in the development of
property located in downtown
Calgary, on which an office
tower is being constructed.
Alberta Natural has a 24%
interest in International Per-
meation Inc., a private Alberta
company which has developed
a membrane technology for the
separation and recovery of
various components from gas
mixtures and nafural gas streams.
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The Annual Meeting of
Shareholders will be held in
the Bonavista Room, Westin
Hotel, Calgary, Alherta, on
Friday, the 29ith day of April,
1988 at 9:30 a.m.

The notice of the meeting
and proxy form are heing
mailed with this report to all
shareholders of record.
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FINANCIAL
HIGHLIGHTS

Years ended Pecomber 31, 987 10815
Operating revenue ($) 318,797,000 SOR 454,000
Netinveome {5)

—belore extraordinary itens 14,893,000 165.247.000

—after extraordinary items 16,906,000 16.217.000
[ncame per gverage outstanding

conmmon share (8)

—Tirst guarter 23 30
—sceond quarier 22 22
—Lhird guarter A5 26
—furth quarter .22 A1
—innul
—before extraordinary ilen:s 82 sl
—afler extraordinaey ilems a1 S
Common shareholdes” cquity (5]

—lotal at vear-end 134,332,000 1284977 000

—per share 7.36 .08
Heturn on average commaon

shareholders’ equity (o) 11.31 12,52
Dividends paid per common share (8)

—unnual rate .68 b
Tolal assets ($) 386,527,000 6253000
Capital expenditures (5) 410,127,000 13722100
Average number of common shares ontstanding 18,262,748 18210648
Number of sharcholders at vear-end 1,305 1.301

OPERATING REVENUE | NET INCOME INCOME PER AVERAGE ]

[N A R A I T
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(/z)nsnli(l:m*(l net earnings in
TONT amounted to S16,806.000
which is equivalent to 93¢ per
average outstanding common
share, 1986 carnings were
S16.247000 equivalent to SH¢
per share. Included in the 1987
results are two extraerdinary
items: o net gain of e per
share resulting from the sale of
ANGUS Petroleum Corporation,
offset by o 3¢ per share foreign
exchange loss with respeet to
the redemption of a portion of
the Company's long term debt,

From an operational point
Dl view, TORT was o suecessful
vear in that both our Cochrane
plant and pipeline operations
achieved record annual produe-
tion and throughput Tevels.

During the pust 15 months,
the face of Alberta Natural
changed signifieantly. In order
to replace earnings declines
necurring as the rate hases of
our traditional cost-of-serviee
businesses depreeiate, our long
standing effort to expand and
diversify the Company has been
realized in four ways,

Firstly, in November, 1956,
following the execution of the
lease agreement with the lead
tenant, Amoco Canada Petro-
leum Company L, construetion
of the 32-storev, B3L000 squarce
foot building, being jointly
developed by the Company and
Olvimpia & York Developments
Limited, was resumed. Tenant
occupaney is expeeted during
the summer of 1H8S.

Seeondly, we acquired a
fifty per cent interest in
CanStates Energy Partnership.
which represents an extension
of our natural gas provessing
business into the arca of mar-
keting finished natural gas liquids
(NGL) produets. Alberta Natural
had not previously been direetly
involved in marketing of NGI.
sinee all of the produetion at
the Coehrane plant is sold at
the outlet of the plant under
long-term contract, CanStates

10 OUR
SHAREHOLDERS

DOUGLAS IUFENTON
PRESIDENT AND

CHIR

NECUTIVE OFFICER

JORN [ GOUDIE
CELAIRMAN OF THIE BOARD

also has a share of aonatural
gas liguids fractionation pliant
in Michigan, which is not yet
operating, and associated salt
cavern storage, The business
will he developed by bringing
the fractionation plant into pro-
duetion for the finishing of
product owned by CanStates and
for toll processing of liquids
for others,

Thirdly, we purchased the
minority interest (forte-three
pereent) in ANGUS Chemical
Company held by our affiliate,
Paeifie Gas Transmission Com-
pany, and Alberta Natwral now
owns one hundred pereent of
this company. I that trans-
action, Alberta Natural's twenty
pereent interest in ANGUS
Petroleum Corporation was
sold. ANGUS Chemical has
experienced another record
carnings vear in its original
nitroparaffins business, and has
broughtits new plants in
Ireland and in California to the
point where we believe that
by vear-end they will begin to
matke a positive contribution
to Alherta Nutural's carnings,
ANGUS is a major segment of
Alberta Natural's business mix,
and has the potential to contri-
bute even more substantially
to the Compuny’s suceess in
the future,

Finally, we have com-
menced a grass roots project
with our partner, Magnesinm
[nternational Corporation, Lud.,
o market high purity magnesivm
from the production of a new
plant to be built near High
River, Alberta. Using a new
patented process, we will be
producing and marketing up
to 12 500 tonnes per vear of
magnesium by 1990, This proj-
eet will demonstrate the viability
ol both the new process and
the magnesium markets, and
we expeet it will he expanded

as anuceh as five-fold during the
1990, The project will show
no results for at least two years,
but we intend that this invest-
ment will contribute materially
o future Company earnings,

[n September 1957
the seareh for the purchase of
@ suitable oib company wis
discontinued.

With these major steps,
we helieve our job is now to
develop and manage these new
ventures and to continue the
speration of our gus rausporta-
tion and provessing bhusinesses
to the best possible benefit of
our shareholders.,

The Bourd of Directors
tirkes this opportunity to wel-
come the employees of CianStites
und MagCan to the Alberta
Naturid group and acknowledyes.
with sineere appreciation, the
lovalty and continued dedica-
tion of our employees and
their substantial contributions
o our operations.

FFor the Board of Directors

95 JL L

Chairman of the Board

/
S0 A

President and Chicef
Fxecutive Officer

February 24, 1955
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BANGUS CHEMICAL
COMPANY

On April 23, 1987, the Company
purchased all issued and out-
standing shares of ANGUS
Chemical held by Pacifie Gas
Transmission Company and
others.

ANGUS Chemieal results
were mixed in 1987 with
another record carnings year
in its core nitroparaffins busi-
ness offset by losses nnd delays
in the two start-up businesses.
The contributing factors to the
nitropiradfins carnings inerense
were continued low levels of
feedstock costs combined with
snles volumes in key markets at
or exceeding the previous
vear's levels, This result ocenrred
despite the entry of two new
competitors in the nitroparaffins
marketpluee; one a United
States produeer and another
based in the Peoples Republice
of Chinu The basie nioparaffins
plant in Sterlinglon, Louisinna,
and the nitroparmdfins derivatives
facilities in Sterlinglon and
[bbenbreren, West Germany,
vperted efficiently throughout
the year with no significant,
unplanned outages.

ANGUS Fine Chemieals
Lid (AFCL), & wholly-owned
subsidiary of ANGUS Chemical
in Cork County, Republic of
Irednnd, has inereased the eapa-

city i its Chemieal Building #2.

the first fine chemieals pro-
cessing unit completed at the
Irish site. While completion and
commissioning of the lurger
Chemiceal Building #1 was
delayed from carlier expee-
tations, the facility was in service
at vear-cnd. Major high-value
business has been contraeted
to bring that facility to a 50%
cupacity level by the middle

of 1988, and opportunities

for ndditional utilization are
promising.

‘The retrofit and construe-
tion of the ANGUS Biotech,
Inc. erythromyein plant in Long
Beach, Californin was essen-
tinlly complete at year-end.
Food and Drug Administration
approval of the produet is ex-
peeted during the first quarter
of 1988, Full senle commereinl
produetion levels are expected
to be reached by mid-year, 1988,
The demund for erythromyein,
an antibiotie and n substitute
for penicillin, continues strong,
wilh existing industry operating
rates at OF near capaeily.
ANGUS Biotech is owned 85%
by ANGUS Chemieal,

REVIEW OF
OPERATIONS

THE NIGHT MIRCREATES A
STMULIRE IMPRESSION

OF THE STERI
NITROPARAFE

TINS FULLY RQUITPED MODERN
FACILETY. LOCNTED AN CORK
FEARBOUIL IRELANDUIS A CUSTOM
CHEMICAL PRODECTION FACILITY
WIHICH DEVELOEPS, PROCESSES.
AND PROPUCES ORGANIC
INTERMEDIATES FORCTHE FINK
CHEMICAL PHARMACEL TICAL
AND AGRICULTURAL MARRETS

N HESIDENT POPULATION

OF MALLARD DUCKS ADDS
NTRANQUIL FEELING TO THIS
AERATION POND AT ANGUS
CHEMICALS [BBENBEUREN, WENT
GERMANY ANT

COCHRANE EXTRACTION

PLANT
During 1987, the ownership of
the Cochrane extraction plant
wis re-structured sueh that the
operations of e plant wil
now be condneted through the
Cochrane Extraction Plant
Partnership, The partners of
the Partnership are Alberta
Natural, and two of its wholly-
owned subsidiaries, ANG
Liguids and ANG Procossing [Ltd.
The restrueturing will not have
any effeet on the presentation
of the linancial results for the
plant, or on its operation.

Gas volumes have been at
or near the plant’s maximum
processing capabilities through-
out the yeur. The 291
inerense over 1986 volumes
refleets the ability of our major
transmission customer, Alberta
and Southern Gas Co. Lid., to
be competitive in the northern
and central California market
area.

As a result of the inervased
volumes flowing through the
plant. production of NGI, and
othane increased 28497 and
25.1% respectively, over 1956,
and represents record produe-
tion levels since the plant was
commissioned.

During periods of high gas
flows past the Cochrane plant,
the maximum inlet volume
levels nuthorized by the Alberta
Energy Resources Conservation
Board had been reached.
Aecordingly, on October 28, 1987
Atberta Natural applied w have
the approved maximum capacity
inereased from 31,15 1087
(1.1 Befy per day to 36.65 108 me
(1.3 Bef) per day. Temporary




approval wax granted Tor the
period November 6, 1957 to
Judy 31,1888, pending final dis-
pensation of the application.
Whoen spare capacity was
available in the Alberta-
California pipeline system, gas
was shipped on an intereruptible
basis. Processing coniracts
have been concluded with the
majority of interraptible
shippers, whose gus passes
through the Cochrane plant.
The Cochrane plant oper-
uted continvously during 1987
with two exeeptions. The plant
was shut down for ninety hours
during the sununer, in conjune-
tion with o total scheduled
shutdown of the Alberta-
California pipeline system,
during which time a complete
maintenanee overhanl was
conducted. The plant was also
shut down for an additional
wen hours due o several unsched-
wled electrical power outages,
The CO, plant achioved
design eapacity on numerous
oceasions as a result of the high
volumes of ethane produced
in the extraction proeess, but,
due to product demand levels,
only operated 60% of the time
during 1987 The production
was used primarily for gus well
stimulation, with lesser yplumes
going to the carbonated bever-
age market, With a greater
degree of coneentration on
marketing by our contracted
marketers, revenues from the
sale of (O, ure expeeted to
incroase in 1988, over 1987,
During the year, capital
expenditures at the plant
iamounted to $1.O million,
primarily for cquipment replace-
ments and improvements.
In response to the problem
created by the construetion of

ethane extraction capacity
upstream of the straddle plants,
on August 21, 1987 the Atherta
Government issued o draft
Poliey Statement on Fthane Up-
streaming. The problem con-
cerned the faet that field plants
were removing cethane that
would otherwise be available
al the straddle plants, thereby
threatening the availability of
adequate supplies of ethane

for proeessing and consequently
the viability of the Alberta
petrochemicad industey, This draft
policy requires the ERCB to
inchude, in further approvals

of upstream ethane extraction
facilities, a condition that the
upstream plunts supply the petro-
chemical industry sufficient
ethane to maintain cerfain mini-
mum “threshold volumes™ other-
wise, the ERCB will diveet
those upstrean plants to re-injeet
or supply cthane (o restore

the “threshold™ fevel, The Alberin
Government reguested the
ERCB o examine a variety of
matters related to this poliey
thereby ensuring consultution
with industry coneerning the
details of dreafting and imple-
menting this policy.

Alberta Natural filed a sub-
mission in response to specifie
uspeets of the Alberta Govern-
ment's ethane poliey and pre-
sented witnesses Lo spenk Lo s
submission, The lnquiry began
on October 26, 1987, and con-
cluded during the week of
December L, 1987 The ERCB
is expeceted to make its recom-
mendations to the Alberta
Government in early 1988, and
these recommendations are
expeeted to affeet the nuinber
of additional “deep-cut” facitity
applications filed with the
Board in the future.

Production and Feed Gas Yolumes: (average per day)

1987
Inlet volumes

NGL 2 326.0 m? 14,645 Bbls 1802.0:m* 11345 Bhls
Ethiane 6 349.0 m* 40,146 Bbls 0500 m* 3L
(04 52.4 tonnes  57.8 tons 2Htonnes 237 tons

30.9 105m? 1,096 Mmef

19806
238 105m 846 Mmef

BIGH SOLEMES OF FIFH AN
PHOBTCED N COCHINY
CONTRIBUTED TO KEEPING THIN
COLONDING INCHTTY JENY

THE CONTROL CENTRE NTTHE
COCHICNE PLANT 1S THE
NUCLECS OF PN IGH TECH
FACILITY

AN AUTT AN NTORM FORMS [N THE

ROCKY MOUNTAIN FOOTHILLS,
NEAR THE COUTIANT, ENTRACTON
PPLANT

B ANG LIQUIDS 11D,

During 1987 Alberta Natural
finalized the acquisition of a
0% equity position in CanStates
Energy Partnership. This was
achieved through the purchase
of the issued and outstanding
shares of Rankin Holdings 1.td.,
subsequently re-named ANG
Liquids Ltd., and related asset
purchuse arrangements with
subsidiaries and affilintes of
Polysar Limited, a# whollyv-
owned subsidiary of Polysar
Energy and Chemieal Corp.
This strafegic acquisition allowed
entry into the marketing seg-
ment of the NGIL business, In
1987, CanStates extended its
diversification into natural gas
marketing, which will blend
well with its existing business
of operating as n marketer

and broker of NGL and refined
produets and petrochemical
feedstock basc.

In addition to the mar-
keting operations of CanStates,
Alberta Natural acquired inter-
ests in certain fractionation
and NGIL storage facilitics, These
facilities are strategically
located at Marysville, Michigan

{in the Sarnia arca). and will
he operated by Consumers
Power Co ftd. the major
Michigan utility, as soon as
sufficient NGIL mix is available.

The storage project is fullv
operational, has a 794,550 m+
(5 million barrel) capacity, stale-
of-the-art truck and =l Joading
racks, and is conneeted to al
the major pipelines in the arva
The 5085 m* (32,000 barrel)
fractionation facility is ex-
peeted to be ready to commence
hateh pperations in 1984,

Since 1952, Alberta Natural
has entered into numerous
natural gas sales arrange-
Ments o serve eustomers in
Alberta, British Columbia, Mani-
toba, Ontario and Quebee. The
Company is currently delivering
over 2.5 10m* (100 Mmef) per
day to these customers. Through
anewly formed gas marketing
division within CanStates
Energy, the Company has
reached agreement with Polysar
to pursue future marketing
opportunities east of Mberta
and in the United States.




B SOLIGAZ

In May of 1986, the Company
announced that it wus a mem-
ber of a consortium with Soquip,
Gaz Metropolitain, and the
SNC Group, whose mandate was
to determine the feasibility of
transporting natural gus liquids
by pipeline fromn western
Canada to Montreal via the
Interprovineial Pipeline Limited
(IPL) system. The NGL would
then be fractionated and mar
keted in Quebece, the Maritimes
and the northeastern United
States. Alherta Natural has a
20U interest in the consortium.

IPL had applied for a toll
design methodology for the
potential conversion of the
Sarnia-lo-Montreal pipeline to
natural gas liquids service. The
National Energy Board issued
a decision favourable to the
project, allowing the cost of
nperaling the pipeline to be
rolled in with the cost of oper
ating the balance of the IPL
system. The projeet will bear
the incremental costs associated
with moving NGI,, relative to
the oil transportation tariff. The
remaining hurdles before the
projeet can pruceed include IPLs
filing of an NEB application to
convert the Sarnia-Montreal
pipeline for transportation of
natural gas liquids.

PIPFLINE OPERNTIONS ARE CARE-
FULLY MONITORED 21 HOURS

A ROW OF MANIFOLDS PREXENTS

AN INTERESTING "FENCE” FOR
THIS PASSING WORKMAN 8T THIE
COMPRESSOR STATION

B GAS TRANSMISSION
During the year, the Company
continued o upgrade its
pipeline system in order to
keep puce with technological
change, Of the total gas trans-
mission capital expenditures
of 3.0 million, on¢ major
expenditure refleeted the
replacement of the two com-
pressors and control panels at
the Elko Compressor Station.
The other major expenditure
involved the replacement of a
compressor driver at the Crows-
nest Compressor Station which
effeetively inereased the total
installed power on the pipeline
system by 1570 kW {2,100 horsc-
power) to a lolal of 73 480 kW
(48,500 horsepower). The re-
maining S1.1 million was used
for other equipment replace-

Deliveries of Natural Gas:
(average per day)

ments and improvements (o
the pipeline and compression
facilitics.

Since early 19586, Alberta
Natural has been transporting
natural gas for several shippers,
hoth within British Columbia
and for export at Kingsgate, on
wn interruptible basis. Any such
shipper is entitled to have its
tras transported when and if
there is unused eapacity on the
Company’s pipeline. The deliv-
criex shown below, on behalf
of those shippers, are also
included in the total for export.

On April 22, 1987, the
NEB released its decision
approving the regulntion of
Alberta Natural's tolls and
tariffs on a complaint basis
only. Alberta Natural would
charge (olls negotiated with its
customers and filed with the
Board. This regulatory method-
ology will improve the man-
ner in which Alberta Natural's
gas transmission services are
repulated by reducing the costs
of regulation und by inereasing
Alberta Natural's effieiency in
providing transmission service
to existing and new shippers.

1987 1956

For export at

Kingsgate 37.6 106m* 1,327 Mmel 27.0 10m? 953 Mmef
Interruptible

deliveries 1.03 10°m*  36.5 Mmel 55 10%m* 20 Mmef
Off-Line sales 1.06 10°m*  37.4 Mmef S4105m* 29.7 Mmef
For the Peace River

Expinsion Project .56 106m® 20 Mmel 34 105 12 Mmef

A PATROLLING HELICOPTER 158
DWARIED BY THE WINTER
MAJESTY OF THE PIPELINE RIGIHT-
OF-WAY IN SOUTHIEASTERN
BRITISH COLUMBIL




EMAGNESIUM COMPANY
OF CANADN LTH
IMAGCANY
MagCan was formed inJuly of
TONT, Lo construel a maygne-
sium metal production faeility,
near High River Mbert, ati-
lizing a new provess developed
by Magnesium International
Corporation, Ltd.

The project, owned B
by Alberta Natural, will be
constructed in three phases.
Phie | is sehieduled for
campletion in tate 1989, having
a production enpaeity of 12500
lonnes per nn.

The phased cupital invest-
ment and staged approich to
finieing is desigoned to mini-
mize the overall project risk
while testing the market entry
strategy. The initial market
penetreation for the Phase 1 pro-
duction will allow the process
o prove ils cost competiiveness
while gauging overall market
FUSPONSE,

Site clearing and construe-
tion of an access road wis
completed in 1957 An engi-
neering eontractor comprised

1]

of @ consortdum of the ree
ftrms of Davy MeRee (Stockton)
Ltd., Neres Davy MeRee and
SNC has been seleeted for the
constraetion of the facility.

When construetion is
completed, asingle step reactor
provess will convert magnesite
ore directly to molten, anhy-
drous magnesium chloride, Tor
subsequent eleetrolytie redue-
tien 1o primary metal. Mag-
nesium has a tremendos
market growth potential in
weight-sensitive applications
sueh as consumer produets and
antomobiles.

The plant will be finaneed
ona TH%a debt, 25 equity
basis, with the equity invest-
ment of AMberta Natural, for
Phase 1 being approximately
320 million. The AMlbert govern-
ment will guarantee the debt
flinancing for the project,
which is betng secured from a
sy ndieate of banks,

BOFFICE BUILDING
Construetion of the substruetire,
to ground level, of the office
huilding in downtown Calgary,
was completed during 1955,
Construction of the 32-storey,
630,000 squanre foot building
was resumed in November, 1956,
following the exeeution ol a
fease agreement with the lead
tenant, Amoen Canada Petro-
leum Company Lid, "Tenant
oceupaney is experted during
the summer of 1954,

Alberta Natural and
Olvinpia & York Developments
Limited are deseloping the prop-
crty jointly, with Olvmpia &
York responsible for arranging
the interim and permanent
finaneing for the project.

OTHER
DUSINESS

S MODEL O THE NV OFFICE
BUTEDING IS DOAWNTOAN
CALGARY = TENANT QCCTPANCY In
PXPRCTED DURINGTHE SUMAMER
O 1'%

COOLING BATELES AT
COCHIONT FACILITY WAl
THIN WORKA AN

MAGNESTUM IS AN ENTREMELY
STRONG, LIGIHTWEIGHT METAL
AL FORUSE IN TENNIS
KACKRETS, RASEBALL BVIN AND
AWIDEVARIETY OF OTHER USIN
PHE AW MATEKEAL AND TWO
INGEITS ARE LSO PICTURED HERE

REGULATORY !
RENTIW

OnJameary 181955, 4 joint
committer of the Publie Uity
Bowrd Fnergy Hesourees Con-
servition Boaed rendered s
decision on an Ingquirs whicely
hegan in September of 1957
respecting seeurity of naturid
gas supply and transportation
serviee, While evidenee was
heard on o number of issues.
the major issues concerned the
basis for determining the
classes of consumers of natural
fas o be protected by contructs
o ensure seeurity of supply, aned
the availability of transporta-
tion scrviee of natural ras
L consumers wlis wish to
contract dircetly with pro-
ducers and others for sapplies
The decision, which must bhe
approved by the Alherta
Government Cabinet before im-
plementation, addressed both
4 definition of the "Core Market”
and the availability of the
transportation servicee, From u
technieal perspective, all cus-
lomers now huave gecess o
transportation service in
Alberta However, due to the
restrictions and costs asso-
ciated with both contructing
supply and transportation
serviee for core customers, only
the Larger “core customers”
are liKely to avail themselves of
thes opportunity to purchase
ras supplies direetly. Alberta
Nanural wus represented at
the Inquiry hut did not present
evideper.

A meview of the surplus
determinatiot procedures of
the Alberta, British Columbia

and Federal Gouernments has
now heen completed Both th
LROB in Alberta and the
Ministry of Energy. Mines and
Petroleunt Recources in Briush
Columbiy issued decisions whuch
adopted a caleulation that
would proteet the requirements
af core users {or 10 years

On Seplember 4, 1957
the National Energy Board
unnouneed the adoption of a
new procedare for approving
gas exports from Canada
Termed the Market-Base Pro-
cedure, market forees will be
allowed o operate frecly as
fony as Canadian needs ar
adequately served Under the
procedure, the Bosrd will ensun
that natural gas licenced for
export is surplus to Canadian
needs by holding public
hearings W consider applications
for licences to export natural
gus and by moniloring exports
on an ongoing basis The public
hearings would include
Complaints Procedunes and
Export Impact Assessm
Hoard will continue 1o cor
all other factors relevant in
determining whether proposed
export licences are in the publi
interest

The Company s affiliate
and major ransmission cus-
tomer. Alberta and Southerr
Gas Co. lad.. is currently pre-
paring support material for ar
application filed during 1957
with the Board o extend i
current export licence, which
will terminate Oclober 31, 1994
at full authorized volumes. 0
October 31, 2010 The authorized
average daily contract vol
at the Canada United States
border ix 25979 1AM (123 Bef)
per day, and the application
sceks lo continue exports at
that level




SAFETY !

The Company recognizes that
safety is the responsibilily of
all levels of management and
stresses the importanee of a
sufe work environment through
continuous edueational pro-
grams and training. Safety is
an integral part of all day-to-
day activities.

Having completed sixteen
conseeutive years without lost
time due to injury, the Cochrane
plant reecived the Presidents’
plaque and safety awards from
the Canadian Gas Association,
the Canadian Gas Processors
Association and the Alberta
Workers Health, Safety and
Compensation division.

The pipeline division com-
pleted six years withoul lpst
time due to injury and received
the Presidents’ plaque and
safety awards rom the Canadian
Gas Assoviation.
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A DAZZLING SUNSET CANTR A
RED HUL OVER THE COCHRANE
FXTEACFION PLANT

A QUIET MOMENT NTTHE
COCHICANF EXTRACTTON PIANT

N TECHNICIAN ENTERS THE
HOUSING OF N COMMUNICATIONS
TOWER FORTHL PIPFULINE SYNTEM,
AVTUPR A SNOW-BOLU XD MOUNTANN
IN THE KOOTHNAY RANGE OF
SOUTHIZASTERN BRITISH
COLUMBINY




The consolidated net inecome of
Aberta Natural Tor 1987 was
S1HH06.000 01 93¢ per average
outstanding common <huare. In
1986, consolidaled net income
was SIH2L7000 or SHC per
share Extraordinary items in-
clided i 1957 income resulied
inaonet gain ol 11¢ per share,
ANGUS Chemital achioved
record operating income in ils
cale basie nitroparaltins opera-
ton during 1987 ANGUS's
conyihntions o Alberta Natural's
camings were significantly
reduced Iy the expensing of
slArt-up costs for the new
aperations in hreland and

Calilornia. These starl-up
operalions dre not expeeted o
significantly impacl carnings
in 198s,

Farnings from Alherta
Natural's share ol the profits
on the downstream sale of NGIL
hy Dome Petroleum Limited
and Amoco Canada Petroleam
Company L. increased signi-
ficantly over 1486, The carmings
INprovement was a result. in
part. ol record production of
liquids sl the Cochrance plant.

Farnings derived from the
Comnpany s pipeline operations
improved over 986, as a result
ol a full year of operation ol

the Peace River project and of
anincrease in interruptibic
deliveries throngh Kingsgale,
British Columbia.

ElTective February 1.0 1885,
the Company has redeemed
the Fiest Mortgage Pipeline
Bonds which were scheduled
1o he repaid during 1991 and
1942, Current market conditions
made the redemption desirable.

The annual dividend raie
paid on the Company's
common shares was increased
10 68C per share. ellective with
the March, 1987 quarterly divi-
dend payment and witl remain
al that Tevel during 1985,

COMMDN SHAREHOLDERS' EQUITY PER

OIVIDEND PAYOUT RATID |

FUNOS PROVIDED FROM DPERATIONS

83 24 85 a5 BY ¥

AVERAGE OUTSTANDING COMMON SHARE '+ oarcanage n mons al e e
o COUArsy
/5 1C0 50
= w 1
6.0
!
as

ANNUAL DIVIDEND RATE |
PER COMMON SHARE

RETURN DN AVERAGE
COMMDN SHAREHOLDERS' EQUITY

hacs natinelude effeet of extraardinary tems,

yeare;d 0ol 17 pRICd Tagel
5 35

1
60 28
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DECEMBEIR M 1987 and
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Shareholders.
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The accompanying consolidated finaneial statements have been prepared by management. which is
responsible for the integrity and objectivity of this information. These financial statements.
prepared on an historie cost hasis, are in accordance with generally accepted accounting
principles in Canada and are also in conformity with International Accounting Standards. Where
appropriate, amounts based on estimates and judgements are included. Other financial information
included in the Annual Report is consistent with that in the financial statements.

Management has established and maintains appropriate systems of internal control, policies
and procedures which are designed to meet its responsibility for reliable and aceurate reporting.
These systems of control include periodic reviews by (he internal auditors.

Arthur Andersen & Co., independent auditors appointed by the sharcholders, have reviewed
the svstems of internal control and examined the consolidated financial statements in accordance
with generally accepted auditing standards. to enable them to express an opinion on the fairness
of the statements, Their report is included herewith,

Through its appointed Audit Commitice. the Board of Directors oversees management's
responsihilities for financial reporting. The Audit Committee meets annually with management,
the internal auditors and the independent auditors to review auditing and financial matters. Internal
and independent auditors have free access to the Audit Comnmittee. The consolidated financial
statements have been approved by the Board on the recommendation of the Audit Conimittee.

We have examined the consolidated balance shecet of Alberta Natural Gas Comnpany Ltd (a Canada
corporation) as at Deeember 31, 1987 and 1986 and the related consolidated statements of

income, reinvested earnings and changes in financial position for the years then ended. Our
examinations were made in accordance with generally accepted anditing standards, and accordingly
included such tests and other procedures as we considered necessary in the circumstances.

In our opinion, these consolidated financial stalements present fairly the financial posilion of
Alberta Natural Gas Company 14d as al December 31, 1987 and 1986 and the results of ils operations
and the changes in its financial position [or the years then ended in accordance with gencrally
accepted accounting prineiples applicd on a consistent basis.

ARTHUR ANDERSEN & CO.
Chartered Accountants
Calgary. Alberta

February 5, 1988

REPORT OF
MANAGEMENT

TO THE
SHAREHOLDERS
OF ALBERTA
NATURAL GAS
COMPANY LTD



CONSOLIDATED
STATEMENT OF
INCOME

FOR THE YEAR ENDED
DECEMBER 31, 1987 (with
1986 figures {or comparison)

(thousands of dollars)

OPERATING REVENUE:
Petrochemical
Transportation and sale of gus

OPERATING EXPENSES:
Opecrating and maintenance
(ias purchases
Sclling, administratlive and research
Depreciation and amortization
Property taxes and other

OPERATING INCOME

INTEREST AND OTHER INCOMIY
INCOME BEFORE INCOMIE DEDUCTIONS
INCOME DEDUCTIONS:

Interest on long term debt
Interest on other debt

INCOME BEFORE INCOMIS TAXES, MINORITY

INTERLEST AND EXTRAORDINARY ITEMS
PROVISION FOR INCOME TAXES
MINORITY INTEREST
INCOME BEFORE EXTRAORDINARY ITEMS
EXTRAORDINARY ITEMS
NET INCOMEL
EARNINGS PER SHARE:

Before extraordinary items

Extraordinary ilems

After extraordinary items

ALBERTA NATURAL GAS COMPANY LD

See accompuanying summary
of signilicant accounting
policics and notes.

1987 1986
$266,539 $262,066
52,258 46,388
318,797 308,454
194,142 187,299
21,863 26,050
39,172 35,141
20,335 17,388
6,036 4,554
281,548 270,432
37,249 38,022
6,022 5,944
43,271 43,966
8,748 3217
5,266 5,074
14,014 8,291
29,257 35,675
13,564 14911
800 4517
14,893 16.247
2,013 -

$ 16,906 $ 16247
$ .82 $ 89
A1 -

$ .93 s .89




(thousands of dollars)

ASSETS

PLANT, PROPERTY AND EQUIPMENT
Less accumulated depreciation

Net plant. propertly and equipment

CURRENT ASSETS:

Cash and interest bearing deposits

Accounts and notes receivable

Inventories

Other

Total current assets

INVESTMENTS AND ADVANCES

DEFERRED CHARGES

TOTAL

Approved by the Board:

18

ok & ot )

Director

CONSOLIDATED
BALANCE SHEET

1987 1986
$368,679 $318.392
139,349 121,720
229,330 196,672
19,623 48437
50,123 50.949
35,446 34,715
1,268 2,004
106,460 136,195
28,458 23627
22,279 3,780
$386,527 $360,283

Director

DECEMBER 31, 1987 (with
1986 figures for comparison)



(thousands of dollars)
SHAREHOLDERS' EQUITY AND LIABILITIES
SHAREHOLDERS' EQUITY:
18,242 430 common shares (1986—18.205.130)
Reinvested earnings
Cumulative (ranslation adjustment
Total sharcholders’ cquity
MINORITY INTEREST
LONG TERM DEBT
DEFERRED INCOME TAXES
CURRENT LIABILITILS:
Notes payable
Accounts payable
Income taxes payable

Other

Total current liabilities

TOTAL

ALBERTA NATUIAL GAS COMPANY LD

Sce accompanying summary
of significant accounting
policies and notes.

1987 1986

$ 18,439 $ 17.687
109,348 105,205
6,545 6,085
134,332 128,977
— 50,156

88,172 94,042
25,235 31317
92,363 16.343
27,471 28,547
3,843 778
15,111 10,123
138,788 55.791
$386,527 $360,283
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(thousands of dollars)
BALANCE AT BEGINNING OF THE YEAR

NET INCOME

PURCHASE AND CANCELLATION
OF COMMON SHARES

DIVIDENDS

BALANCIC AT END OF THE YFEAR

1987 1986
$105,205 $100.866
16,906 16,247
122,111 117113
344 255
12,419 11,653
$109,348 105,205

ALBEREAN NATURAL GAS COMPANY LTD

Sce accompanying summary
of significanl accounting

policies and notes.

CONSOLIDATED
STATEMENT OF
REINVESTED
EARNINGS

IF'OR THE YEAR ENDED
DECEMBER 31, 1987 (with
1986 figures for comparison)



(/‘OA&S’OLEDA TED (thousands of dollars)
STATEMENT OF e o .
CHANGES IV OPERATING ACTIVITIES:

Operations;

FWANCML Ineome before extraordinary items
POSTTTION Add (deduet) non-cash items:

Depreciation and amortization

Provision for delerred income taxes
[ Lquily carnings after dividends

Minority inlerest

Other income deductions

FORTHE YEAR ENDED
DECEMUBER 31, 1987 (with
1886 figures for comparizon)

Change in working capital other than cash

FINANCING ACTIVITIES;
Common shares:
lssued
Purchased and cuncelled
[nerease (deereasce) in long tevin debt

Cush available [or investments and dividends

INVESTMENT ACTIVITIES:
Acquisition of subsidiaries
Net capitol expenditures
Investments and advances
Other

DIVIDENDS:
On common shares
Paid by subsidiury to minority sharcholders

Total investmenis and dividends

CASH—INCREASLE (DECREASE):
Notes pavable
Cush and intereslt bearing deposits

19587

$ 14,893

1956

20,335 17388
(5,931) (5.176)
(84) 2,937
800 4517
356 74
30,369 35887
4,367 2227
34,736 38,114
778 -
(370) (273)
(2,361) 60.495
(1,953) 60,222
32,783 08,336
85,458 -
40,127 13,722
4,325 5351
(4,712) 591
125,198 19.964
12,419 11,653
- 1,854
12,419 13,507
137,617 63,171
(76,020) 10431
(28,814) (5.566)
$(104,834) S 34,865
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OPERATIONS:

Alberta Natural owns and vperates, through the Cochrane Extraction Plant Partnership, an
extraction plant near Cochrane, Alberta which removes propane and heavier liquids (NGL) and
ethane from the gas stream.

Alberta Natural also owns and operates two pipeline transportation facilities:

a) a 914 mm (36 inch) pipeline from a point near Coleman, Alberta to Kingsgate, on the
British Columbia-ldaho border for the transportation of gas owned by Alberta and
Southern Gas Co. Ltd. and Westcoast Transmission Company Limited and a number of
interruptible shippers and for the transportation of gas for Foothills Pipe Lines (South
B.C)) Ltd. Alberta Natural also operates the pipeline facilitics owned by Foothills Pipe
Lines (South B.C.) Ltd. located in southeastern British Columbia.

b) a 324 mm (12 inch) pipeline from a point near Warrensville, Alberta to an oil sands
recovery facility owned by Shell Canada Resources Limited for the transportation of
gas owned by Shell Canada.

The sale agreements with the purchasers of NGL. and ethanc and the gas transportation
contracts and operating agreement with the gas shippers provide for the full recovery of all
operating expenses, depreciation, property and income taxes, together with a return on the
unrecovered investment, [n addition, Alberta Natural is entitled to approximately 23% of the
cutnulative nel marketing profits arising from the sale of the NGL by each of the buyers, Dome
Petroleum Limited and Amoco Canada Petroleum Company Lid. Alberta Natural is also entitled to
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 cthylene plant requirements.

ANGUS Chemical Company, a United States subsidiary of Alberta Natural, owns and vperates
nitroparaffins production facilities located in the United States and West Germany. The facilities
utilize feedstocks derived from natural gas in the production of nitroparaffins and other derivative
products that are marketed worldwide. ANGUS Chemical, through other subsidiaries, also owns
and operates specially chemical production facilities located in California and Ireland.

ANG Liquids Ltd., a subsidiary of the Company, is engaged in various aspects of the natural
gas and NGL business in both Canada and the United States, which it conduets in partnership
with subsidiaries of Polysar Limited through the CanStates group. In addition lo these markeling
vpcrations the CanStates group has an interest in certain fractionation and NGL storage facilities
located in Marysville, Michigan.

REGULATION:

The pipcline facility located in British Columbia is subject to the National Energy Board Act and
to the jurisdiction of the Board created thereby. This Board regulates accounting matters,
cxport of gas, construction and operation of gas pipelines and rates, tolls and tariffs charged for
such opcralions.

ALBERTA NATURAL GAS COMPANY LTD

SUMMARY OF
SIGNIFICANT

ACCOUNTING

POLICIES
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CONSOLIDATION:

The eonsolidated financial statements include the accounts ol Alberta Natural and its wholly-
owned subsidiaries ANGUS Chemical Company, ANG Liquids Ltd., ANG Processing Lid. and the
Cochrane Extraction Plant Partnership. All intercompany accounts have been eliminated upon
consolidation,

INVESTMENTS:

Alberta Natural follows the equily method of aceounting for its 49% investment in Foothills Pipe
Lines (South B.C) Lid., its 24" investment in International Permeation Inc.. its H50% inlerest in the
Amoco Bnilding joint venture and its 50% interest in Magnesium Company of Canada Ltd. and
associated partnership,

FOREIGN CURRENCY TERANSLATION:

The accounts of ANGUS Chemical Company have been translated into Canadian dollars using
current rates of exchange for all assets and liabilitics and average rates of exchange for
revenne and expenses. The cnmulative effeets of foreign enrrencey translations are ineluded in
shareholders’ equity.

PLANT, PROPERTY AND EQUIPMIINT:
Plan(, property and equipment is carried at cost.

An allowance for funds used during construction is capitalized for plant under construction.
Any such allowance recorded is included in other income.

Depreciation on the portion of the extraction plant used for the removal of NGL is calenlated
at an annual rate of 2.5% on a straight-line basis. The cthane portion of the extraction facility is
being depreciated al an initial rate of approximately 6.3% deercasing to 4.6% in 1994,

The pipeline located in southeastern British Columbia is being amortized at an annual rate
(approximately 2.9%) based on the proportion thal the annual volume of throughput authorized
for export bears to the total volume remaining under the licences granted by the National Energy
Board to the major shippers.

The pipeline located in Alberta is being depreciated on a straight-line basis over a 30 year
term ending August 31. 20106,

Nitroparafflins production facilities arc being depreciated on a straight-line basis over the
estimated uselul life of the assets. Buildings are depreciated over 9 to 25 years and equipment is
depreciated over 3 Lo 15 years,

INVENTORIES:

Nitroparalfins product inventories ave carried at the lower o) cost or market on the last-in, first-out
(LIFO) method of aceounting Jor inventory cost. Inventories ol materials and supplies are carried
at average cost.

INCOME TAXES:

Income taxes are provided on the lax allocation basis for all income except liquids extraction
income which is subject to cost of serviee contracts. Income taxes will be provided on this source
ol income only to the extent that taxes are included in costs of service under such contracts,

DEFERRED CHARGES:
Projeet costs are initially recorded as deferred charges pending evaluation of the projecls,
Deferred charges applicable to projects which have been terminated are expensed.




1. PLANT, PROPERTY AND EQUIPMENT:

Petrochemical
Pipeline lransport
Under construction

l.ess accumulaled depreciation

Net plant, property and cquipment

1987 1986
$277,761 | $213.743
78,279 75,770
12,639 28,879
168,679 318,392
139,349 121,720
$229,330 | $196,672

During 1987, an allowance for funds used during construction of $1,246G,000 (1986— $2,145,000)

has been recorded.

2. INVESTMENTS AND ADVANCES:

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

Foothills Pipe Lincs (Yukon) Ltd.
(prefcrred shares al cost)

ANGUS Petroleum Corporation

International Permeation Inc.

The "Amoco Building” joint venture

Magnesium partnership interest

CanStates Partnerships

Other

The Company has enlered into an agreement with Olympia & York Developnients Limited for

1987
$ 6,684

3,085
927
444

2 656

10,982

3,680

1986
S 6,959

3.141
8,599
936
414

3,578

$ 28458

$ 23,627

the joint development of the Amoco Building project 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 project is under construction and Alberta Natural's share of
construction expenditures total $27,921,000 at December 31, 1987 Alberta Natural's secnrity

pledged for construction loans is restricted to its share of the project land.

3. DEFERRED CHARGES:

Unamortized goodwill
Unamortized debt expense
Unamortized organization and

capital stock expensc
Other

1987 1986
$ 19,822 | S -
930 1,260

45 53

1,482 2476

$ 22279 | $ 3.789

NOTES TO THE
CONSOLIDATED
FINANCIAL
STATEMENTS

DECEMBER 31, 1987
(Tabular amounts shown in
thousands of dollars)



A4, SHABEHOLDERS FQUITY:

The elasses ol shares Alberta Natural is anthovized to issue consist of an unlimited nuniber of
preference shares, having such rights and privileges attached to them as the Directors may by
resolution detertnine. and an unlinmited number of common shares.

In wecordance with the provisions of 1 Senjor Management Stock Option Plan, 1110000
commor shares were reserved for issuance under the Plan. Options have been made available on
(81,100 shares al prices ranging fromn $7.55 1o SELY2 per share. As of December 31, 1957 all of the
options have been excrcised in the amount of $6,501.000. Of this mmount S4.068,000 (1986—S3,602.,000)
is included in accounts reeeivable, A cumulative total of 331,000 commaon shaves have been
purchased by the Comnpany at market priees and cancelled in accordance with the provisions of
the P’lan.

30 LONG TERM DEBT:

Youl

[ssucd Maturity 1987 1956
First morlgage pipe line bonds:

9169 Series 13 ($2.000,000 LUS,) 196970 | 1991 $ 2,599 | S 3451
8% Series C 1971 1992 3,744 4413
Debentures 10Vs%i—unseeured 1986 19493 60,000 60.000
Revenue bonds 6%1% ($13.008.000 LS. 197574 2004708 16,908 17.958
Other (34.510,000 US) 1985767 1942 12,361 0,573
93,612 ¥3.495
Less amounls payable within one year 7,440 1,353
$88,172 594,042

Repaymenl requirements for other long term debt are $844.000 US. for 1988 and $1.657000
LS. for subscquent vears.

Nuring 1986 the Company sold $60.000,000 of debentures in the international capital market,
This issue will mature in Qctober, 1993 with no repavment requirements before that time.

The Sertes B and C First Mortgige Pipe Line Bouds were redecemed, in full, on February 1,
1958 and as a resull have been elnssilied as curvent linbilities. A foreipn exehange loss of
approximately 8453000 has been acerved with respect to this retirement and is included in
extraordinary items.

ALBERTA NATURAL GAS COMPANY 1D
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6. INCOMI; TAXES:
The provision for income taxes varies from the amount that would be computed by applyving
current federal and provinceial income tax rates for the reasons shown in the following table:

1987 1956
Income before income laxes, minorily interest and
extraordinary ilems $29,257 $35,675
Less: Income which is not subject to tax allocation 5,934 6,042
Equily earnings 1,069 (1.353)
Add: Amortization of acquisition costs in exeess of book value 1,604 —
[ncome subject to tax allocation $23,858 $:30,088
Expected provision for income taxes al H0.7% (1986—49.6%) $12,096 $15.370
Add (deduct) adjustments (0 income laxes:
Manufacturing and proecessing profils deduetion (228) (564)
Tax credits (607) (1.154)
Tax relief available (o foreign subsidiary (1,144) (1.843)
Loss carry forwards of foreign subsidiaries for which no
current henefit is provided 4,167 3,400
Provision for withholding taxes on foreign income 242 286
Other (962) (284)
Aclual provision for income taxes $13,564 S14911

ALBERTA NATURAL GAS COMPANY LTD
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7. SEGMENTED INFORMATION:

a)  Financial information by segment:

1987

Operaling revenue
Deprecialion expense
Operating income
[dentifiable assets
Capital expenditures

1986

Operating revenue
Depreciation expense
Operating income
Identifiable assets
Capilal expenditures

b) Financial information by reportable geographic arcu:

1987

Operaling revenue
Operaling income

Total identifiable asscts

1986

Opcrating revenue
Operating income
Tolal identifiable assets

Petro- Pipeline
Chemical Transport Other Total
$266,539 $28,381 $23,877 $318,797
17,569 2,295 - 19,864
34,526 4,340 (1,617) 37,249
312,112 30,888 43,527 386,527
37,129 2,998 - 40,127
262.066 14.869 27519 308.454
14,804 2,084 - 17.388
35,378 42567 (1.613) 18,022
302,046 30,624 27,613 360,283
36,696 7,026 - 43,722
Domestic Foreign
$201,817 $116,980
25,968 11,281
179,673 206,854
201.778 106.676
21,741 16,281
174589 185,394




S, BRELATED PARTY TRANSACTIONS:

Alberta and Southern Gas Co. 1.td. and Pacific Gas Transmission Company are wholly-owned
subsidiaries of Pacilic Gas and Eleetrie Company. Pacilic Gas Transmission Company in turn owned
44.3% of the outstanding capital stock ol Alberta Natural Gas Company Lid at December 31, 1987,
Alberta Natural owns 49% of the outstanding capital stock of Foothills Pipe Lines (South B.C)
Ltd.. 100% of ANGUS Chemical Company. 24% of International Permeation Ine., and 100% of
ANG Liguids Ltd. which holds a 50% interest in the CanStates group ol partnerships. Significant
transactions with these related companies were as follows:

(a)

(h)

(e)

Net charges [or personnel and related administralive costs fron:
Alberta and Southern
Pacific Gas Transmission

Charges for liquids extraction feedstock and fuel purchased rom
Alberta and Southern

Net charge for transportation of gas to;
Alberta and Southern
Foothills (South 3.C))

Net charges for gas sales to Alberta and Southern
Interest paid to Paciflic Gas 'Transmission

Amounts outstanding at December 31
Payable to:

Alberta and Southern

Pacific Gas Transmission

Reccivable fronu

Alberta and Southern

I'oothills (South B.C.)

ANGUS Petrolcum Corporation

9. PENSION PLAN:
The Cortupanies maintain defined benefit pension plans for substantially all of their cmployees.
{nformation relating lo the plans, on a consolidated basis, as at December 31, 1987 is provided below:

Actuarial present value of accumulated pension bencefits

Marke( value of pension fund assets

1987

$ 7,762
326

72,729

12,089

1,708

6,684

1,070
52

3,581
183

1986

68,696
11,160
1,731
6,918

185

8,084
69

2,534
123
4114

$5,151,000

S7.056,000

ALBERTA NATURAL GAS COMPANY [TD
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10. ACQUISITIONS:

On March 27, 1987 Alberta Natural purchased 100% ol the capital stock of Rankin Holdings Ltd. for
cash of $12,100.000 and the assumption of $3,100,000 of shoit term debt, representing all of the
liabilities of the company. The results of operations have been included in these consolidated
financial statcments from January 1, 1987 The cost of the purchase was fully allocable, at fair
value. to the Company’s interest in the assets and liabilities acquired except for $4,939.000 avising
as goodwill which is included in deferred charges and is being amortized over a period of

30 years. On Deeember 11, 1987, Rankin Holdings Ltd. changed its name (o ANG Liquids Ltd.

On April 23, 1987 Alberta Natural purchased from Pacifie Gas Transinission the minority
interest share ol the capital stock of ANGUS Chemical Company for cash of $70,236.000. As
additional comsideration for this purchase, Alherta Natural also sold its 20% interest in ANGUS
Petroleum Corporalion, an affiliate. for $11.600,000 resulting in a $2 466,000 net gain included in
net income as an extraordinary ilem. Of the purchase price. $32,600,000 was in excess of book
value and was allocable at fair value to the Company's interest in plant, property and cquipment
acquired except for $15,355.000. arising as goodwill which is included in deferred charges and is
being amortized over a period of 30 vears.

11, COMMITMENT:
On July 16, 1987 Alberta Natural announced that an agreement in principal had been reacbed with
the MPLC Group S.A. (a privately owned rescarch and development organization with its
operaling headquarters in (zeneva, Switzerland) to construet and operate a jointly owned magnesium
plant to be located near High River, Alberta.

The cost of Alberta Natural's 50% participation in this project will be the first $25,000,000 of
cquity firanced construction expenditures and 50% of any subsequent equity requirements, As at
December 31, 1987, the Company has advaneced $2,700,000.

12. PRIOR YEAR FINANCIAL STATEMENTS:
Certain prior year figures have been reclassified where necessary to conformn to the 1987
presentation.
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Years ended December 31,

FINANCIAL AND SHARE DATA
Operating revenuc {S000's)
Net income (3000's)
Earnings per average oulstanding common share ($)
Common shareholders’ equity per average outstanding
common share (3)
Capital provided: (3000's)
Commion sharcholders’ equity-lotal
Loug term debl {including eurrent portion)
Short term debt
Minority interest
Deferred income taxes
Average cquity outstanding ($000°s)
Average debt outstanding (3000°s)
Relurn on average common sharcholders” equity (")
[Return on capital employed (%)
Cash dividends (3000's)
Annual dividend rale per common share (3)—vear end
Price/earnings (")
Dyividend payout ratio (%)
Working capilal {8000's)
Average number of commuon shares outstanding
Closing sharc price (%)

CAPITAL EXPENDITURES (300K)s)

PLANT
At year end: ($000°5)
Original cost
Depreciated vost

OPERATIONAL (averape per day)
Daily volume of was exported:
{105m?)
(MMel)
Daily Production: (avcrage)
NGI.  (m%)
(Bbls)
Ethane (m*)
(Buls)

Noles:

1987

318,797
14,893
82

7.36

134,332
95,612
92,363
25,235

131,655

149,857

1131

6.01

12,419

68

15.85

83.4
(32,328)

18,262,748

13.00

40,127

368,679
229,330

37.6
1,327

2,326
14,645
6,349
40,146

186

305,454
16,247
89

7.08

128477
95,395
16,343
20,156
31317

126,781

102,237

12,82

3.34
11653

b4

15.02

71.7
50,404
18,210,696
13.37

43,722

318,392
196,672

27.0
9353

1802
11,345
n 030
31,435

1955

372,806
24,968
137

4.86

124,554
35,061
o774
47437
36,569

116,067
80,251

2181
10.27
10911

60

11.55

43.7
46.620
18170171
15.87

27801

— =)

=
L1
= &

—_
~1 =1

319
1,127

2235
14,070
6160
38940

1954 |

309,201
24,178
1.32

5.59

167549
J1.978
43,787
30917
36,882
99,092
51,500

2140
1125
10,234

a6

1042

123
37109
18,256,683
13.75

10,243

240,578
158,234

1625
11,230
4695
209575

Certain of the comparable figures for 1986 have been reclassified 1o conform wilh the financial

slatement presentalion adopled for 1987

Accounts of ANGUS Chemical Company have becn consolidated sinve July, 1982,
14981 results do nel include the effect of an extraordinary ilem ($4.756,000 or 27¢ per share).

1457 results do not inelude the cffeet of extraordinary items ($2.013.000 or 11¢ per share),

Share information has been adjusted to give retroactive effect o the five-for-one stock split on

May 16, 1950 and the three-for-one stnck split on May 18, 1984,

Closing price~Valualion Day. December 22, 1971—-81.33.
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90,635
30,546
D4 687
32,164
40.116
81454
92,855
27.96
11.59
7932
44
6.53
34.8
6,447
17,982,677
867

13,875

232912
160,052

24.7
871

1630
10270
3920
24,780

1982

214,618
16.004
89

4.04

72,282
31,374
69.102
28 596
34,521
68.727
65.657
23.29
168
7.873
A4
8.43
19.2
(15.606)
17,892,330
7.50

40,982

221,750
163.842

26.6
940

1970
12,385
3025
19,105

1981

130,904
14,014
78

3.64

65,171
17,755
13.083
23,209
58.753
25,483
23.85
13.40
5964
A3
11.76
31.7
616
17,892 330
9.17

22,569

137,488
89,320

26.6
938

1600
10,085
3370
21,230

1980

116,135
12,304
69

20475
18,687
21315
25.27
13.46
5.009
28
9.30
40.7
12341
17,892,330
6.42

1,499

120,921
73,984

278
982

1705
10,730
3480
21800

1979

110,207
10,057
26

252
45,040
22502
22,476
41,741
29,194

24.09
11.36
3459

19

8.34

34.4

6.740
17,592,330
4.67

5073

119,449
78,308

34.0
1,200

1930
12,160
3485
21,920

1978

62,150
7.271
Al

215

38442
24,875
11,011

18,974
35,934
34,067
20.23
9.00
2,255
13
7.80
310
(1.550)
17,892,330
320

23,926

114,419
79,112

30.6
1,079

1680
10,540
2630
16,530

w77 | ELEVEN YEAR
COMPARATIVE
soas7 | HIGHLIGHTS

3,787
32

1.87

33.426
27,249
4,999
14,118
31513
30,926
18.36
7.90
1,962
A1
8.53
339
3.255
17,592,330
273

15318

90.503
59,162

35.1
1240

1 840
11.600

ALBERTA NATURAL GAS COMPANY LT

)
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TORONTO STOCK EXCHANGE

1987

IFirst quarter
Second quarter
Third gquarter
[‘ourth gquarter

YEAR
1986

CORDPORATE OFFICE
Fast Tower, Esso Plaza
2400,

425 - 1st Street S.\W,
Calgury, Alherta

T2 318

(403) 260-9911

STOCK EXCHANGIE

LISTINGS

Common shares e listed for trading
on the Alberta, Montreal, Toronto
and Vancouver Stock Exchanges,
and trade under the symbol ANG.

32

Shares Dividends

High Low Close Traded Paid
S16.00 $13.37 $15.50 895961 80.17
15.75 14.25 14.50 801,200 0.17
16.00 14.25 14.87 676.205 0.17
15.12 10.75 13.00 a0, 703 0.17
$16.00 $10.75 $13.00 2,882,069 $0.68
$16.00 $11.00 S13.37 3,285,744 $0.64

TRANSFER AGENT AND

REGISTRAR

(Capital Stock and 8w IMirst
Mortgage Pipeline Bonds,
Series C)

Montreal Trust Company
Calpary, Montreal, Regina,
Toronto, Vancouver,
Winnipeg

(10'%% Dehentures)
Roval Trust,
Calgary, Toronto,
London, lingland

AUDITORS

Arthur Andersen & Co.
Chartered Accountanls
Calgary, Alberta

Notice of change of address should
be sent to the Transfer Agent.

SUBSIDIARY COMPANIES
ANGUS Chemical Company
Northbrook, [linois

(1GG% owned by Alberta Natural)
Company LExecutives

R.I Seerist,

Chairman and Chief
Lxceeutive Officer

OV Chandler,

President and Chief
Operating Officer

ANG Liquids 14d,
Calgary, Alberta
(100% owned hy Alberta Natural)

COMMON
SHARE MARKET
INFORMATION

CORPORATE
INFORMATION



DIRECTORS
AND OFFICERS

+

¥t

*t

DIRECTORS

Harry Booth,

Calgary, Alberta

Consultant.

Former Chairman of the Board
and Chief Executlve Oificer.
Alberta and Southern Gas

Co. Ltd.

R A, Clarke,

San Francisco, California
Chairman of the Board and
Chief Executive Officer,
Pacific Gas and Electric
Company

D.R. Fenton,

Calgary, Alberta
President and

Chiel Executive Officer,
Alberis and Southern Gas
Co. Ltd.

J.E. Goudie,

Calgary, Alberia
Semi-Retired.

Chairman of the Board,
Alberia and Southern Gas
Co. Lid.

RA. MacKimmle, Q.C.
Calgary, Alberta
Counsel,

MacKimmie Motthews

Frederick W. Mieike, Jr,
San [Francisco, Califernia
Consultant.

Former Chairman of the Board
and Chief Executive Officer,
Pacifie Gas and Electric
Company

J.S. Poyen,

Calgary, Alberta

Oil and Gas Management
Consultant

B.W. Shackelford,

San Francisco, California
Consultant.

Former President,
Pacific Gas and Electric
Company

8.T. Skinner,

San Francisco, Californla
Vice Chairman of the Board,
Paciflic Gas and Electric
Company

John A. Sproul,

San Francisco, California
Chairman of the Board,
Pacific Gas Transmission
Company and

Executlve Vice President and
General Manager,

Gas Supply Business Unit,
Pacific Gas and Electric
Company

N.E. Wagner,

Calgary, Alberta

President and
Vice-Chancellor,

The Universily of Calgary

Member of Audit Committee
Member of Compensation
Commillee

Member of Executive Commiitee

OFFICERS

J.E. Goudie,

Chairman ol the Board

D R. Fenton,

President und

Chiefl Executive Offlicer

D, McMorland,

Senlor Vice-President

W.J, Demcoe,
Vice-President.

Finance and Adminisiralion
E.W. Mychaluk,
Vice-President,

Business Development

G.T. Noland,
Viee-President,

Corporale Planning

D.A_ Sharp,

Vice-President,

Operations and Engineering
G.R. Walsh,

Vice-President

F.G. Homer.

Secretary and Assistant to the
Chairman of the Board

BM. Mahoney,

Treasurer

A. Kenney,

Assistanl Secretary
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