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C O R P O R A T E  P R O F I L E  



C O R P O R A T E  P R O F I L E  

AND MARKETING O F  SPECIALTY CHEMICALS AND NATURAL GAS LIQUIDS, A N D  T H E  OWNERSHIP AND OPERATION 

O F  NATURAL GAS PIPELINES. 

P A C ~ F ~ C  GAS TRANSMISSION COMPANY, A 11.5. FEDERALLY-REGULATED 

PIPELINE COMPANY, OWNS 49.2% OF T H E  ISSUED AND OUTSTANDING COMMON SHARES OF ALBERTA NATURAL. 

I N  TURN, PACIFIC GAS A N D  ELECTRIC COMPANY, A MAJOR INVESTOR-OWNED UTILITY BASED I N  SAN FRANCISCO, 

CALIFORNIA, OWNS 100% OF PACIFIC GAS TRANSMISSION. THE BALANCE OF THE SHARES OF ALBERTA NATURAL 

ARE HELD PREDOMINANTLY BY CANADIAN INSTITUTIONS AND INDIVIDUALS. 

THROUGH ITS SUBSIDIARY, ANGUS CHEM~CAL COMPANY, ALBERTA NATURAL 

IS ENGAGED IN T H E  PRODUCTION AND MARKETING O F  NITROPARAFFINS A N D  THEIR DERIVATIVES, A N D  T H E  

MANUFACTURE A N D  MARKETING OF SPECIALTY CHEMICALS I N  THE.U.NITED STATES AND ABROAD. 

THROUGH THE COCHRANE EXTRACTION PLANT PARTNERSHIP, ALBERTA 

NATURAL OWNS A N D  OPERATES A WORLD-SCALE NATURAL GAS LIQUIDS A N D  ETHANE EXTRACTION FACILITY 

NEAR COCHRANE, ALBERTA, ON THE WESTERN LEG OF NOVA CORPORATION OF ALBERTA'S PIPELINE SYSTEM. 

THIS FACILITY ALSO PRODUCES AND CONTRACTS FOR THE MARKETING OF CARBON DIOXIDE. 

ALBERTA NATURAL IS ENGAGED I N  THE BUSINESS OF NATURAL GAS A N D  

NATURAL GAS L I ~ U I D S  BROKERAGE I N  CANADA A N D  THE UNITED STATES, THROUGH ANG LIQUIDS LTD. AND 

ITS WHOLLY OWNED SUBSIDIARIES, A N D  HAS AN INTEREST IN AN NGL FRACTIONATION A N D  STORAGE FACILITY 

LOCATED AT MARYSVILLE, MICHIGAN. 

ALBERTA NATURAL IS A 50% EQUITY OWNER I N  A NEW COMPANY, MAGNESIUM 

COMPANY O F  CANADA LTD., THAT IS PRESENTLY CONSTRUCTING A PROCESSING FACILITY NEAR HIGH RIVER, 

ALBERTA, T O  PRODUCE AND MARKET H I G H  PURITY MAGNESIUM. 

THE COMPANY OWNS A N D  OPERATES A LARGE-DIAMETER NATURAL GAS 

PIPELINE WHICH LINKS THE SYSTEMS OF NOVA A N D  PACIFIC GAS TRANSMISSION, TO MOVE NATURAL GAS FROM 

ALBERTA TO CALIFORNIA. ALBERTA NATURAL HAS A 49% INTEREST I N  A N D  OPERATES FOOTHILLS PIPE LINES 

(SOUTH B.C.) LTD., A PIPELINE WHICH PARALLELS ABOUT ONE-HALF OF ALBERTA NATURAL'S L I N E  I N  SOUTH- 

EASTERN BRITISH COLUMBIA, AS A "PRE-BUILD" PORTION O F  T H E  ALASKA HIGHWAY PIPELINE PROJECT. 

THE COMPANY ALSO OWNS AND OPERATES A PIPELINE WHICH TRANSPORTS 

NATURAL GAS FOR SHELL CANADA RESOURCES LIMITED, I N  T H E  PEACE RIVER AREA OF ALBERTA. 

ALBERTA NATURAL HAS A 50% INTEREST IN T H E  AMOCO CENTRE TOWER 

LOCATED I N  DOWNTOWN CALGARY. 

ALBERTA NATURAL HAS A 2 4 %  INTEREST I N  INTERNATIONAL PERMEATION 

INC., A PRIVATE ALBERTA COMPANY WHICH HAS DEVELOPED A M E M B R A N E  TECHNOLOGY FOR THE SEPARATION 

AND RECOVERY O F  VARIOUS COMPONENTS FROM GAS MIXTURES AND NATURAL GAS STREAMS. 



T O  O U R  S H A R E H O L D E R S  



Consolidated earnings in 1988, before extraordinary items, 

improved by 15% over 1987 to $17,025,000, equivalent to 850 per average 

outstanding common share. 1987 earnings, again before extraordinary items, 

amounted to $14,893,000, or 820 per share. The earnings per share in 1988 

reflect the issuance of an additional 3,050,305 common shares in May (a 16% 

increase), following successful completion of the Rights Offering. 

1988's extraordinary loss resulted from the decision, in 

December, to discontinue the commercial production at the California 

erythromycin facility. The Company will concentrate $1.5 million during the 

first six months of 1989 on research and process development to determine if 
. . 

production deficiencies can be successfully overcome. 

As evidenced by the increase in consolidated earnings 

before extraordinary items, 1988 was a successful year for the Company. Both 

the Cochrane plant and the pipeline operations achieved record annual 

production and throughput levels. ANGUS Chemical's core nitroparaffins 

business again achieved excellent results and the ANGUS Fine Chemicals' plant 

in Ireland is performing very well, with increased capacity utilization. 

Amoco Centre, a prestigious 32-storey, 630,000 square 

foot office tower in central Calgary was opened for business in 1988, with 

PRESIDENT DOUG FENTON Amaco Canada Petroleum Company Ltd. 

O ~ R S E E S  THE BROAD RANGE : the lead tenant. Some space remains to be 

OF ALBERTA NATURAL'S occupied and our partners, Olympia 81 York 

INVOLVEMENTS WORLDWIDE. Developments Limited, are marketing it. 

Our investment in 

the marketing of natural gas and natural 

gas liquids remains encouraging for the 

future. Operating income for 1988 increased over 1987, due to improved 

product margins. 



T O  O U R  S H A R E H O L D E R S  

Magnesium Company of Canada has the construction of 

its plant near High River about half complete for startup late this year. This 

facility will produce 12 500 tonnes per year of high quality magnesium metal for 

the markets of the world. A new, patented process will be used to extract 

magnesium from magnesite ore. The ore will be brought to the plant from a 

mine near Radium, British Columbia. ANG believes this will prove to be only 

the first step toward a much larger facility at High River. With the creation 

of 120 new permanent jobs, this project promises to be beneficial for the 

Company, the region, and the Province. 

Canadian exports of natural gas tq the United States have 

continued at record levels for several years and our pipeline has been full. 

In recognition of the market potential for natural gas in California, Pacific 

Gas Transmission Company, owner of the pipeline connecting Alberta 

Natural's line at the Canadian border, is seelang to expand its delivery capacity 

for the northwest California market for delivery of about 750 million cubic 

feet per day. Connecting pipelines in British Columbia and Alberta will also 

have to be expanded. The proposed completion date for the new pipeline is 

late 1993 and it is likely that ANG will construct the new facilities in British 

Columbia. 

This affords the Company the opportunity to further 

reinforce the strong cost-ofservice base of operations, providing stability and 

revenue for the Shareholders. 

Dr. R.J. Richardson of Montreal, former President of Bell 

Canada Enterprises Inc., was elected to the Board of Directors of Alberta 

Natural at the Annual Meeting of Shareholders, April 29, 1988, following 

the retirement from the Board of Mr. J.S. Poyen. The contributions made by 

Mr. Poyen to the affairs of the Company were very much appreciated 



T O  O U R  S N A R E H O L D E R S  

Dr. N.E. Wagner, former President and Vice-chancellor, 

The University of Calgary, and a Director of the Company since 1986, was 

appointed to the position of Chairman of the Board of Alberta Natural following 

the retirement of Mr. J.E. Goudie on June 1, 1988. Mr. Gaudie has been 

associated with the Company in various capacities since 1961, and contributed 

substantially to its growth. He remains a member of the Board of Directors 

and Chairman of the Board of affiliate Alberta and Southern Gas Co. Ltd. 

Mr. F.G. Homer was promoted to the position of Vice- 

President and Secretary at the June Board Meeting. 

The Board of Directors takes.this opportunity to acknowl- 

edge, with sincere appreciation, the loyalty and continued dedication of our 

employees, without whom none of this would have been possible. 

D.R. FENTON 

PRESIDENT AND CHIEF EXECUTIVE OFFICER 



R E V I E W  O F  O P E R A T I O N S  



ANGUS CHEMICALCOMPANY ANGUS Chemical's results were mixed in 1988. The company's 

core nitroparaffins business enjoyed another excellent year, with earnings 

once again at record levels. Progress at ANGUS Fine Chemicals Ltd. (AFCL) 

was also encouraging, with that facility positioned to be a significant 

contributor to earnings in 1989 and beyond. Results at ANGUS Biotech, 

Inc. were disappointing, where start-up and process problems continued 

throughout the year 

Continued favourable feedstock costs, combined with strong 

sales activity in most key markets, were the main contributors to the core 

business performance. Both basic nitroparaffins and nitroparaffins derivatives 

sales were at or above prior year levels. . . 
AFCL continues to operate its Chemical Building # 2  at 

capacity. Several new products were successfully introduced in the larger 

Chemical Building #I in 1988, with additional opportunities being finalized to 

further increase capacity utilization in 1989. 

In December of 1988, Alberta Natural announced that 

ANGUS Chemical Company would be curtailing the full-scale operation of 

ANGUS Biotech's erythromycin facility in Long Beach, California, effective 

immediately. This decision resulted from the necessity to perfect the process 

that produces the antibiotic. The commercial start-up of the facility had been 

hampered by inconsistent ~ r o d u c t  ~ i e l d s  and recoveries, and has incurred 

substantial losses for some time. This action will result in a significant 

reduction of these losses and their depressive effect on future earnings. 

The Company has committed funds to a concentrated 

process development effort which is currently underway in a pilot plant for a 

six-month ~ e r i o d .  A decision to resume commercial scale operation of the 

facility will be dependent upon the results achieved. 

Alberta Natural incurred a wrire-down of $12 million, o r  

62P per share as a result of this decision. A successful pilot phase would result 

in a return to full-scale plant operations in the future. 

Record volumes were processed through the Cochrane 

extraction plant during 1988. This was due to an increase in the sale of gas 

owned by the shippers utilizing the Nova Corporation of Alberta pipeline and 

ultimately bound for export to the United States market areas. 



R E V I E W  O F  O P E R A T I O N S  

This, combined with the high propane content contained 

in the inlet stream, saw liquids production averaging a record 2 480 m' 

(15,613 Bbls per day). The previous record for NGL production was established 

in 1973, when production averaged 2 462 m3 ((15,500 Bbls per day). A new 

ethane production level of 6 481 m' (40,981 Bbls per day), was also achieved, 

surpassing the 1987 record of 6 349 m3 (40,146 Bbls per day). The CO, 

liquefaction plant also had a record year of CO, production. 

Production and Feed Gas Volumes (average per day) 

1988 1987 

Inlet 
volumes 31.6 106m3 1,121 Mmcf 30 9 106m3 1,096Mmcf 

NGL 2 480 mj  15.613 Bbls 2 326 m3 14.645 Bbls 

Ethane 6 481 mJ 40,981 Bbls 6 349 m3 40,146 Bbls 

co, 72.1 Tonnes 79.5 Tons 52.4 Tonnes 57.8 Tons 

The Cochrane plant operated continuously during 1988, 

with the exception of a 42-hour shutdown in conjunction with a scheduled 

shutdown on the Alberta-California pipeline system. Major maintenance 

inspections were carried out during this period. 

Plant personnel are to be commended for the reputation 

4 NATURAL LIGHT FLOODS THE the Cochrane plant enjoys throughout the world as a model for efficiency 

LABORATORY AT ANGUS and peak performance. During 1988, a group from Thailand was trained at 

Cochrane in this particular type of plant operation. CHEMICAL'S PLANT IN 

The CO, plant was modified to accommodate a new 
IRBENBUEREN, WEST 

catalyst bed, which assures the production of quality food-grade product. 
GERMANY. 

Storage capacity was also increased to approximately 640 tonnes (705 tons). 

On October 14, 1988, the Alberta Government announced 

the adoption of the principal recommendations from the Alberta Energy 

THE HARSH EVENING SUN 

ADDS A DRAMATIC EFFECT TO 

THIS EMPLOYEE AS HE TURNS 

A LARGE VALVE AT THE 

COCHRANE STRADDLE PUNT. 

Resources Conservation Board study concerning Alberta's Ethane Policy. As 

a result, a minimum threshold volume level of ethane will continue to be 

available for extraction at the straddle plants in order to provide a guaranteed 

feed stock volume to the petrochemical industry. While the threshold was 

set lower than both the extraction plant owners and the petrochemical 

industry had requested, current indications are that the petrochemical industry 

expansion which fueled the original request for feedstock protection may still 



poceed under the terms of the policy. Pending resolution of the details of 

the policy implementation, the short term effect on Alberta Natural's plant 

is expected to be minimal. 

NATURAL GAS LIQUIDS Through its 50% ownership of the Canstates Energy 

Partnership, ANG Liquids provides Alberta Natural with an entry into the 

marketing of NGLs, petrochemical feedstocks and refinery specialty streams. 

CanStates' market volumes incrcascd by approximately 7% in 1988 over 1987, 

and operating income increased by approximately 25% in 1988 due primarily 

to improved product margins. 

Canstates, as agent for Marysville, . . Michigan Underground 

Storage Terminal, leased over 1.6 million barrels of LPG storage in 1988, a 

substantial increase over 1987, reflecting a growing awareness within the 

industry of Marysville's strategic location for LPG marketing in central 

Canada and the northeastern United States. 

CanStates is also the marketing agent for the Marysville 

fractionator. Delivery of NGL mix to the ftactionator from the Samia, 

Ontario refining area will commence in the second quarter of 1989, at which 

time the facility is expected to commence batch fractionation operations. 

CanStates is a participant in the proposed High Speed Injection facilities at 

Fort Saskatchewan, Alberta, which will provide 

NGL mix access to the Interprovincial Pipe 
LARGE WRENCHES A N D  

Line Company system. 
STRONG ARMS ARE NECESSARY 

CanStates completed its 
COMPONENTS TO THIS 

first full year of natural gas marketing in 1988, 
ROUTINE MAINTENANCE and late in the year, expanded these activities 

OPERATION. through the addition of Gas Trade Inc. as a 

partner in a new marketing venture known as 

CanStates Gas Marketing. 

GAS TRANSMISSION DIVISION ANG's major shareholder, Pacific Gas Transmission, filed 

an application in late 1988 with the Federal Energy Regulatory Commission, 

to expand its pipeline in the Pacific northwest. Pacific Gas &Electric (PG&E), 

will file its application with the California Public Utilities Commission in 1989 

for the California portion of the expansion. The 2 253 km (1,400 mile) Alberta- 



R E V I E W  O F  O P E R A T I O N S  

California pipeline has been in operation since 1961 and currently provides 

PG&E with half of its supply, o r  about 28.3 10%n' (I Bcf) per day. Alberta 

Natural plans to file an application in 1989 with the National Energy Board to 

construct and operate the British Columbia leg of this project which would 

parallel the existing system. The current cost of this expansion is estimated to 

be approximately $120 million with construction expected to begin in 1993. 

The British Columbia pipeline operated virtually 

trouhlr-frc throughout the year. The predictive preventative maintenance 

program, in place to ensure maximum reliability for the shippers, proved to 

be very effective. 

New gas throughput records were established during the . . 
year. Alberta Natural realized a record maximum di; delivery of 45.4 106mJ 

(1.60 Bcfi during January. 

The pipeline division has converted several of the Company 

vehicles to operate on natural gas. This conversion will be cost evaluated in 

1989 to determine the feasibility of converting additional vehicles to natural gas. 

The Peace River pipeline system operated trouble-free 

throughout the year. The Company relocated 2 kilometres of pipeline to 

accommodate the construction of the Peace River Pulp Company mill near 

Peace River. Negotiations are in progress to provide the mill with a secure 

supply of natural gas. 

Deliveries of Natural Gas (average per day) 

1988 

Million Million 

cubicmerrcs cubic ieer 

For export 
at Kingsgate 39.1 1,380 

lnrerruptible 
deliveries 0.8 27.7 

1987 

Mllllon Mllll"" 

cubtc metres cubic feet 

37.60 1,327 

Off-line sales 0.6 22 1.06 37.4 

For the Shell 
Peace River 
Expansion 
Project 0.53 18.7 0.56 20 



M A G N E ~ V M  COMPANY OF MAGCAN, 50% owned by Albena Natural, was formed in 

CANADA LTD. (MAGCAN) 1987 to construct a magnesium metal production facility near High River, 

Alberta. A new process developed by Magnesium International (Canada) Ltd. 

is being utilized. 

Phase I of the construction is proceeding on budget and on 

schedule. By year-end 1988, the project was 25% complete. Approximately 

half of the major structural steel erection was completed by year-end, and all 

major equipment is on order for delively in the first half of 1989. Mechanical, 

electrical and refractory brick installation contracts will commence in early 

1989 and continue until start-up in the fourth quarter of 1989. 

MAGCAN's marketing efforts have been directed to con- 

firming the structure and format of the magnesium market in North America. 

Markets remain strong, and since the project was undertaken, prices have been 

steadily increasing 

Construction of Amoco Centre, in downtown Calgary, 

jointly owned by Alberta Natural and Olympia & York Developments 

Limited, was completed in the spring of 1988. Olympia & York is responsible 

for arranging the interim and permanent financing for the project. 

At year end, lead tenant Amoco Canada Petroleum Ltd. 

occupied approximately 70% of the leasable space; Olympia & York is 

actively seeking additional tenants. 

During the second quarter of 1988, the Company decided 

to withdraw its 20% interest from the Soligaz project, which was a consortium 

formed in 1986 to determine the feasibility of transporting natural gas liquids 

by pipeline from western Canada to Montreal. A write-off of 20 per share was 

reflected in net Income for the permd 



R E G U L A T O R Y  R E V I E W  

4 THE MASSIVE FRAMEWORK The Company's affiliate and major transmission customer, 

OF THE DEVELOPING Alberta and Southern Gas (A&S), received approval on March 28,1988, from 

MAGCAN PLANT AT H~~~ the National Energy Board (the Board), to extend the $1.81 per Mmbtu (US.) 

commodity price in its international contract with Pacific Gas Transmission 
RIVER,ALBERTA, SURROUNDS 

(PGT) for the period April 1, 1988 to March 31, 1989. Sales under the A&S/PGT 
THIS WORKMAN WITH AN 

contract amounted to approximately 382 Bcf, or approximately 102% of the 
IMPRESSIVE ARRAY 

annual authorized volume, thus piaviding Alberta Natural with maximum 
OF CONVERGING LINES. 

throughputs in its Cochrane extraction plant and its southeastern British 

Columbia pipeline. 

During December of 1988, the Board conducted a public 

hearmg of an applmtron by Alberta and Southern to extend its exmlng 

authormtion to October 31,2010, from the present 0c<ober 31, 1994 The 

current authorized average daily contract volume at the Canadatunited 

States border is 28.979 l O 6 S  (1,023 Bcf) per day, and the application seeks to 

continue exports at that level. A decision is pending. 

S A F E T Y  P R O G R A M  

A SAFETY TECHNICIAN The Company continually monitors its training programs 

C A R R ~ ~ S  O,,T A R ~ U T I N E  TEST to ensure a safe work environment throughout all operations. 

FOR LEAKAGE AT ANG'S During 1988, several programs were conducted, such as 

Rescue Training from Confined Spaces, Fire Training, Emergency Preparedness, 
COMPRE~SOR STATION NO. I. 

First-Aid, Defensive Driving, Cardio-pulmonary Resuscitation, Workplace 

Hazardous Materials Information System and Waste Management. 

Safety is the responsibility of all levels of management and 

staff, and is an integral part of day-to-day activities. 



COMMON 
SHAREHOLDERS' 
EQUITY PER AVERAGE 
OUTSTANDING 
COMMON SHARE 
(in dollrrrl 

The consolidated income of Alberta Natural for 1988, 

before extraordinary items, was $17,025,000 or 850 per average outstanding 

common share. After the extraordinary item discussed previously is included, 

net income was reduced to %4,511,000, o r  230 per share. In 1987, consolidated 

income, before the addition of extraordinary items resulting in a net gain of 

110 per share, was $14,893,000, or 820 per share. 

The Company, as part of its long term financial strategy, 

completed a successful Rights Offering in May, 1988. Existing shareholders 

were entitled to subscribe for one additional common share for every six 

shares then held, at a price of $11.50 per share. The record date for the 

Rights Offering was May 10, 1988 and the Rights expired on May 31, 1988. 

The offering raised $34.6 million, which was used to reduce outstanding 

shalt term debt. An additional 3,050,305 common shares were issued, increasing 

the number of shares outstanding by approximately 16%. Again, the 1988 per 

share figure reflects this equity infusion. 

The annual dividend rate during 1988 was held constant at 

the 1987 level of 680 per share. Dividends were payable quarterly on the last 

banking day of each quarter. 

ANNUAL DIVIDEND 
~ T E  PER 
COMMON SHARE - ~ 

(ycar cnd in dollars! 

68 
c. . 

RETURN ON AVERAGE FUNDS PROVIDED 
COMMON SHARE- FROM OPERATIONS 
HOLDERS' EQUITY !in millions uidollarsl 
(in percentage) 



C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S  



REPORT OF MANAGEMENT The accompanying consolidated financial statements have 

been prepared by management, which is responsible for the integrity and 

objectivity of this information. These financial statements, prepared on an 

historic cost basis, 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 accurate reporting. These systems of 
,/ ' 

control include periodic reviews by the internal auditors., 

Arthur Andersen & Co., independent auditors appointed 

by the shareholders, have reviewed the systems 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 Committee, the Board of 

Directors oversees management's responsibilities 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 auditon have free access to the Audit Committee. The consolidated 

financial statements have been approved by the Board on the recommendation 

of the Audit Committee. 

AUDITORS' REPORT We have examined the consolidated balance sheet of Alberta 

Natural Gas Company Ltd (a Canada corporation) as at December 31, 1988 

TO THE SHAREHOLDERS OF 
and 1987 and the related consolidated statements of income, reinvested earnings 

and changes in cash flow for the years then ended. Our examinations were made 
ALBERTA NATURAL GAS 

in accordance with generally accepted auditing standards, and accordingly included 
COMPANY LID: 

such tests and other procedures as we considered necessaty in the circumstances. 

In our opinion, these consolidated financial statements 

present fairly the financial position of Alberta Natural Gas Company Ltd as at 

December 31, 1988 and 1987 and the results of its operations and the changes 

in its cash flow for the years then ended in accordance with generally accepted 

accounting principles applied on a consistent basis. 



CONSOLIDATED 
Thousands of dolkzrs 
-- -- - 

1988 1987 
STATEMENT OF INCOME 

OPERATING REVENUE 

Chemical 
FOR T H E  YEAR ENDED $135,373 $116,980 

Natural gas processing 

Transportation and sale of gas 

FOR COMPARISON) 

OPERATING EXPENSES: 

Operating and maintenance 203,215 194,142 

Gas purchases 33,150 21,863 

Selling, administrative and research 37,290 39,172 

Depreciation and amortization 21,406 20,335 

Property taxes and other 5,986 6,036 - 

INCOME DEDUCTIONS: 

Interest on long term debt 

Interest on other debt 

INCOME BEFORE INCOME TAXES, MINORITY INTEREST 
AND EXTRAORDINARY ITEMS 27,306 29,257 

PROVISION FOR INCOME TAXES 10,281 13,564 

MINORITY INTEREST - 800 
- 

INCOME BEFORE EXTRAORDINARY ITEMS 17,025 14,893 

EXTRAORDINARY  EMS (12,514) 
- 2,013 

EARNINGS PER SHARE: 

Before extraordinary items 

Extraordinary items 

After extraordinary items 



F I N A N C I A L  S T A T E M E N T S  

CONSOLIDATED 
Thousands of dollars 1988 1987 

DECEMBER 31, 1988 CURRENT ASSETS: 

(WITH 1987 FIGURES 
Cash and interest bearing deposits 

Accounts and notes receivable 
FOR COMPARISON) 

Inventories 

Other 

Total current assets 

INVESTMENTS AND ADVANCES 

PLANT, PROPERTY A N D  EQUIPMENT 

Less accumulated depreciation 

Net plant, property and equipment 



F I N A N C I A L  S T A T E M E N T S  

CONSOLIDATED 
Thousands of dollars 

- -- 
1988 

-- 
1987 

BALANCE SHEET 

DECEMBER 31, 1988 CURRENT LIABILITIES: 

(WITH 1987 FIGURES 
Notes payable 

Accounts payable 
FOR COMPARISON) 

Income taxes payable 

Other 

Total current liabilities 

SHAREHOLDERS' EQUITY: 

21,332,035 common shares (1987-18,242,430) 

Reinvested earnings 

Cumulative translation adjustment 

Total shareholders' equity 

APPROVED BY THE BOARD: 



CONSOLIDATED STATEMENT 
Thourands of dollars 
- -~ ~ pp~~ 

1988 1987 
OF REINVESTED EARNINGS 

NET INCOME 
FOR THE YEAR ENDED 

DECEMBER 31, 1988 

PURCHASE A N D  CANCELLATION OF COMMON SHARES 
FOR COMPARISON) 

 DIVIDEND^ 



F I N A N C I A L  S T A T E M E N T S  

CONSOLIDATED STATEMENT 
Thousands of d o l h  
-- -- 

OF CHANCES I N  CASH FLOW 

OPERATING ACTIVITIES: 

Income before extraordinary items 
FOR T H E  YEAR ENDED 

DECEMBER 31, 1988 

(WITH r987 FIGURES 

FOR COMPARISON) 

Items not affecting cash: 

Depreciation and amortization 

Deferred income taxes 

Equity earnings and partnership earnings 

Minority interest 

Other 

Change in worlung cap~tal nems other than cash 

Effect of exchange rate changes 

INVESTING ACTIVITIES: 

Acquisition of subsidiaries 

Net plant, property and equipment expenditures 

Investments and advances 

Other 

FINANCING ACTIVITIES: 

Common shares-issued 

-purchased and cancelled 

Increase (decrease) in long term debt 

Dividends 

CASH PROVIDED BY (USED IN): 

Operating activities 

Investing activities 

Financing activities 

CASH, ~ N T E R E S T  BEARING DEPOSITS A N D  NOTES PAYABLE: 

Beginning of year 

End of year 



ACCOUNTING POLICIES Alberta Natural owns and operates, through the Cochrane Extraction Plant Partnership, 

DECEMBER 31, 1988 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-Idaho 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 facilities 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 ethane 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. In addition, Alberta Natural is entitled to 

approximately 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. 

ANGUS Chemical Company, a US. subsidiary, owns and operates nitroparaifins 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 a fine chemical production facility located in Ireland and an erythromycin 

production facility located in California. 

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 conducts 

in partnership with subsidiaries of Polysar Limited through the CanStates group. In 

addition to these marketing operations, the CanStates group has an interest in certain 

NGL fractionation and storage facilities located in Marysville, Michigan. 



SUMMARY OF SIGNIFICANT CONSOLIDATION: 

ACCOUNTING POLICIES The consolidated financial statements include the accounts of Alberta Natural and its 

DECEMBER 31, ,988 wholly owned subsidiaries ANGUS Chemical Company, ANG Liquids Ltd., ANG 

Processing Ltd. and the Cochrane Extraction Plant Partnership. All intercompany 

accounts and transactions have been eliminated upon consolidation. 

Alberta Natural follows the equity method of accounting for its 49% investment in 

Foothills Pipe Lines (South B.C.) Ltd., its 24% investment in International Permeation 

Inc., its 50% interest in the Amoco Building joint venture and its 50% interest in 

Magnesium Partnership No. 1. 

REGULATION: 

The pipeline 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, export of gas, construction and operation of gas pipelines and rates, tolls and 

tariffs charged for such operations. 

FOREIGN CURRENCY TRANSLATION: 

The accounts of US. subsidiaries have been translated into Canadian dollars using the 

year-end rate of exchange for all assets and liabilities and average rates of exchange for 

the year for revenues and expenses. The cumulative effects of foreign currency translations 

are included in a separate component of shareholders' equity. 

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. 

Any such allowance recorded is included in other income. 

Depreciation is provided on a straight-line basis over the term of the contracts associated 

with the pipeline facilities and the Cochrane extraction plant. 

Chemical production facilities are being depreciated on a straight-line basis over the 

estimated useful life of the assets. Buildings are depreciated over 9 to 25 years and 

equipment is depreciated over 3 to 15 years. 



F I N A N C I A L  S T A T E M E N T S  S U M M A R Y  

SUMMARY OF SIGNIFICANT INVENTORIES: 

ACCOUNTING POLICIES Chemical product inventories are carried at the lower of cost o r  market on the last-in, 

DECEMBER 31, 1988 first-out (LIFO) method of accounting for inventory cost. Inventories of materials and 

supplies are carried at average cost. 

INCOME TAXES: 

Income taxes are provided on the tax allocation basis for all income except liquids 

extraction income which is subject to cost of service contracts. Income taxes are 

provided on this source of income only to the extent that they have been included in 

costs of service under such contracts. 

DEFERRED CHARGES: 

Pmject costs are initially recorded as deferred charges pending evaluation of the projects. 

Deferred charges applicable to projects which have been terminated are expensed. 



F I M A N C I A L  S T A T E M E N T S  N O T E S  

NOTES TO THE I. PLANT, PROPERTY A N D  EQUIPMENT: 

CONSOLIDATED FINANCIAL ~ ~ ~- 1988 -- -- 
1987 

STATEMENTS Natural gas processing $137,013 $135,719 

DECEMBER 31, 1988 Chemical 121,746 142,042 

Pipeline transport 79,616 78,279 

Under construction 
( T A B U ~ R  AMOUNTS SHOWN 

7,966 
~p ~ 

12,639 

346,341 368,679 
I N  THOUSANDS OF DOLLARS) 

Less accumulated depreciation 154,389 
-- 

139,349 
---- 

Net plant, property and equipment $191,952 $229,330 

During l988, an allowance for funds used during construction of $1,149,000 (1987-$1,246,000) 

has been recorded. 

2. ~NVESTMENTS AND ADVANCES: 

- 

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

Foothills Pipe Lines (Yukon) Ltd. 
(preferred shares at cost) 

International Permeation Inc. 

The "Amoco Centre" joint venture 

Magnesium Partnership No. 1 

Canstates Partnerships 

Other 

Construction of the "Amoco Centre" building in downtown Calgary is complete, and the 

building was occupied, to the extent leased, by its major tenant, Amoco Canada Petroleum 

Company Ltd., on October 1, 1988. Alberta Natural's share of construction costs totals 

$46,868,000 as at December 31, 1988, and security pledged, by the Company, for 

construction loans is restricted to its share of the project development. The results of 

operations have been included in other income, and amount to $235,000 for 1988. 

The Company is in partnership with Magnesium International (Canada) Ltd., for the joint 

construction and operation of a magnesium metal production facility located near High 

River, Alberta. The initial phase of the project is proceeding on schedule at a budgeted cost 

of approximately $139,000,000. At December 31, 1988, the Company has advanced 

$23,000,000 towards the cost of its 50% participation in this project. 



F I N A N C I A L  S T A T E M E M T S  - N O T E S  

NOTES TO THE 2. INVESTMENTS A N D  ADVANCES (CONT'D): 

CONSOLIDATED FINANCIAL The total cost of Alberta Natural's participation will be the first $25,000,000 of equity 

STATEMENTS financed construction expenditures, and 50% of any subsequent equity requirements. The 

DECEMBER 31,1988 plant will be financed on a 75% debt, 25% equity basis. A non-recourse debt financing 

arrangement, which is guaranteed by the Government of Alberta, is in place to complete 

the initial ~ h a s e  of the project. At December 31, 1988, Alberta Natural's share of debt- 
(TABULAR AMOUNTS SHOWN 

financed construction ex~enditures totals $4,650,000. 

Unamortized debt expense 770 930 

Unamortized organization and capital stock expense 40 45 

Other 

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. 

On May 31,1988, Alberta N a m d  completed a Rights Offeting. An additional 3,050,305 common 

shares were issued for proceeds of $34,640,000 which was used to reduce notes payable. 

In accordance with the provisions of a Senior Management Stock Option Plan, 1,140,000 

common shares were reserved for issuance under the Plan. Options have been made 

available on 746,300 shares at prices ranging from $7.55 to $13.92 per share. As of 

December 31, 1988, substantially all of the options have been exercised in the amount of 

$7,548,000. An additional 67,100 shares were issued in May, 1988, for $772,000 as a result 

of rights offered on shares outstanding under the Plan. Of these amounts $5,354,000 

(1987-$4,089,000) is included in accounts receivable. A cumulative total of 355,500 common 

shares have been purchased by the Company at market prices and cancelled in accordance 

with the provisions of the Plan. 



F I N A N C I A L  S T A T E M E N T S  - N O T E S  

Year 
Issued Marunty 1988 1987 

DECEMBER 31, 1988 Debentures 10 1/8%-unsecured 1986 1993 $60,000 $60,000 

Revenue Bonds 
6 31496 ($U,008,000 U S )  

(TABULAR AMOUNTS SHOWN First Mortgage Pipe Line Bonds - - - 6.343 

I N  THOUSANDS OF DOLLARS) Other ($7,047,000 U.S.) 1985187 1992 8,405 12,361 
- ~ -- 

83,921 95,612 

Less amounts due within one year 1,812 7,440 

- $82,109 $88,172 

Repayment requirements for other long term debt are $1,519,000 US. for 1989 and 

subsequent years. 

The debentures and the revenue bonds have no repayment requirements before maturity. 

The First Mortgage Pipe Line Bonds were retired, in full, on February 1, 1988. A foreign 

exchange loss of $453,000, with respect to this retirement, was includcd in extraordinary 

items in 1987. 



F I N A N C I A L  S T A T E M E N T S  - N O T E S  

CONSOLIDATED FINANCIAL The provision for income taxes varies from the amount that would be computed by 

STATEMENTS applying current federal and provincial income tax rates for the reasons shown in the 

DECEMBER 31, 1988 following table: 

1988 1987 
~ - -  -- 

A N D  EXTRAORDINARY ITEMS 
I N  THOUSANDS OF DOLLARS) 

$27,306 $29,257 

Less: Income which is not subject to tax allocation 6,058 5,934 

Equity earnings 1,151 1,069 

Add: Amortization of acquisition costs 
in excess of book value 1,957 1,604 

~ ~ 

EXPECTED PROVISION FOR INCOME TAXES AT 

47.25% (1987-50.7%) 

Add (deduct) adjustments to income taxes: 

Manufacturing and processing profits deduction 

Tax credits 

Tax relief available to foreign subsidiary 

Lass carry f o m r d s  of foreign subsidiaries for 
which no current benefit is provided 

Lower effective tax rate of foreign subsidiaries 

Provision for withholding taxes on foreign income 

Tax recovered through cost of service contracts 

Other 



F I N A N C I A L  S T A T E M E N T S  - N O T E S  

CONSOLIDATED FINANCIAL a) Financial information by segment: 

STATEMENTS Natural Gas Pipeline 

1988 chemical  erring ~ r a n ~ ~ ~ n  0 t h ~ .  ~hminanionr 
~ ~ 

Total 
- -- 

DECEMBER 31, ,988 

Operating revenue $135,373 $146,285 $28,416 $35,190 $(4,864) $340,400 

Depreciation and 
(TABWUR AMOUNTS SHOWN amortization expense 8,880 7,964 2,605 1,957 - 21,406 

I N  THOUSANDS OF DOLURS) Operating income 15,080 19,470 4,386 417 - 39,353 

Identifiable assets 180,951 111,709 33,928 50,202 - 376,790 

Capital expenditures 11,730 1,146 1,608 - - 14,484 - 

1987 
-- - ~~ 

Operating revenue $116,980 $149,559 $28,381 .d23,877 $ - $318,797 

Depreciation and 
amortization expense 8,548 7,888 2,295 1,604 - 20,335 

Operaring income 12,754 22,866 4,340 (2,711) - 37,249 

Identifiable assets 206,853 115,975 33,339 30,360 - 386,527 

Capital expenditures 36,106 1,023 2,998 - - 40,127 

b) Financial information by reportable geographic area: 
- - - p~~ - - 

1988 Domestic Foreign 
- ~ ~ 

- --  

Operating revenue $205,027 $135,373 

Operating income 24,273 15,080 

Total identifiable assets 
~ 

187,773 
- ~ 

189,017 

1987 -- 

Operating revenue 

Operating income 

Total identifiable assets 



F I M A N C I A L  S T A T E M E N T S  - N O T E S  

CONSOLIDATED FINANCIAL Alberta and Southern Gas Co. Ltd. and Pacific Gas Transmission Company are wholly 

STATEMENTS owned subsidiaries of Pacific Gas and Electric Company. Pacific Gas Transmission Company 

DECEMBER 31, 1988 in turn owned 49.2% of the outstanding capital stock of Alberta Natural Gas Company Ltd 

at December 31, 1988. Alberta Natural owns 49% of the outstanding capital stock of 

Foothills Pipe Lines (South B.C.) Ltd., 50% of Magnesium Company of Canada Ltd. and 
(TABULAR AMOUNTS SHOWN 

Magnesium Partnership No. 1, 100% of ANGUS Chemical Company, 24% of International 
I N  THOUSANDS OF DOLLARS) 

Permeation Inc., 100% of ANG Processing Ltd. and 100% of ANG Liquids Ltd., which 

holds a SO% interest in the Canstates group of partnerships. Significant transactions with 

these related entities were as follows: 

(a) Net charges for personnel and related 

administrative costs from: 

Alberta and Southern 

Pacific Gas Transmission 

(b) Charges for liquids extraction feedstock and 

fuel purchased from Alberta and Southern 

(c) Net charge for transportation of gas to: 

Alberta and Southern 

Foothills (South B.C.) 

(d) Net charges for gas sales to  

Alberta and Southern 

(e) Capital transactions: 

Magnesium Partnership No. 1 

(0 Amounts outstanding at December 31: 

Payable to: 

Alberta and Southern 

Pacific Gas Transmission 

Receivable from: 

Alberta and Southern 

Foothills (South B.C.) 

Management-ANGUS Chemical 



F I N A N C I A L  S T A T E M E N T S  - N O T E S  

CONSOLIOATEO FINANCIAL Alberta Natural and its subsidiaries maintain defined benefit pension plans for substantially 

STATEMENTS all of their employees. Information relating to the plans, on a consolidated basis, as at 

DECEMBER 31, 1988 December 31, 1988, is provided below. 

I N  THOUSANDS OF DOLLARS) Actuar~al present value of accumulated penslon benefits $9,034 $8,151 

Market value of penslon fund assets 
- - - 

$7,427 $7,056 
- -  

IO.ACQUISITIONS: 

On March 27, 1987, Alberta Natural purchased 100% of the capital stock of Rankin Holdings 

Ltd. for cash of $12,100,000 and the assumption of $3,100,000 of short term debt, 

representing all of the liabilities of the company. The results of operations have been 

included in these consolidated financial statements 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 arising as goodwill which is included in deferred 

charges and is being amortized over a period of 30 years. On December 11,1987, Rankin 

Holdings Ltd. changed its name to ANG Liquids Ltd. 

On April 23, 1987, Alberta Natural purchased from Pacific Gas Transmission the minority 

interest share of the capital stock of ANGUS Chemical Company for cash of 570,236,000. 

As additional consideration for this purchase Alberta Natural also sold its 20% interest in 

ANGUS Petroleum Corporation, an affiliate, for $11,600,000 resulting in a $2,466,000 net 

gain included in net income as an extraordinary item. Of the purchase price, 532,600,000 

was in excess of book value and was allocable at fair value to the Company's interest in 

plant, property and equipment acquired except for $15,355,000, arising as goodwill which is 

included in deferred charges and is being amortized over a period of 30 years. 

In December, 1988, the Company made the decision to curtail the operation of its 

erythromycin production facility located in California. The plant will be reduced to a pilot 

phase which will concentrate on a process development effort during 1989. As a result of 

this decision, the Company has written down its investment in related plant, property and 

equipment and product inventories in the amount of $12,514,000 (net of tax of $8,343,000). 

IZ.PRIOR YEAR FINANCIAL STATEMENTS: 

Certain prior year figures have been reclassified where necessary to conform to the 

1988 presentation. 



NOTES: 
1988 EARNINGS PER SHARE 

FIGURES REFLECT THE EFFECT 

OF THE MAY, 1988 RIGHTS 
OFFERING. 

1988 RATIOS DO NOT 

INCLUDE THE EFFECT OF 

EXTRAORDINARY ITEMS 
($12,514,000, O R  

$.6r PER SHARE). 

1987 RATIOS DO NOT 

INCLUDE THE EFFECT OF 

EXTRAORDINARY ITEMS 

($2,013,000, OR 

$.II PER SHARE). 

CERTAIN OFTHE COMPARABLE 

FIGURES FOR 1986 A N D  1987 
HAVE BEEN RECLASSIFIED 

TO CONFORM WITH THE 

FINANCIAL STATEMENT 

PRESENTATION ADOPTED FOR 

1987 A N D  1988. 

SHARE INFORMATION HAS 

BEEN ADJUSTED TO GIVE 

RETROACTIVE EFFECT TO T H E  

FIVE-FOR-ONE STOCK SPLIT 

ON MAY 16,1980 A N D  THE 

THREE-FOR-ONE STOCK SPLIT 

ON MAY, 1984. 

ACCOUNTS OF ANGUS 
CHEMICAL COMPANY HAVE 

BEEN CONSOLIDATED SINCE 

JULY, 1982. 

1981 RESULTS DO NOT 

INCLUDE THE EFFECT OF 

AN EXTRAORDINARY ITEM 

($4,786,000, OR $27 
PER SHARE). 

CLOSING PRICE- 

VALUATION DAY, 
DECEMBER ZZ, 1971-$1.33 

FINANCIAL 
Operating revenue ($000'~) 
Income before extraordinary items ($000'~) 
Earnings per average outstanding common share ($) 
Common shareholders' equity per average 

outstanding common share (5 )  
Pricelearnings ratio 
Return on average common shareholders' equity (Oh) 
Return on capital employed (%) 
Income before interest, income taxes, minority interest 

and extraordinary items ($000'~) 
Interest expense ($000'~) 
Interest coverage (x) 
Dividends ($000'~) 
Dividend payout ratio (%) 
Annual dividend rate per common share ($)-year end 

FINANCIAL POSITION ($000'~) 
Capital provided: 
Common shareholders' equity-total 
Long term debt (including current portion) 
Short term debt 
Minority interest 
Deferred income taxes 
Average equity outstanding 
Average debt outstanding 
Toral assets 
Current assets 
Current liabilities 
Working capital 

SHARE DATA 
Common shares outstanding-year-end 
Average number of common shares outstanding 
Closing share price ($) 

PLANT 
At year end: ($000~)  
Original cost 
Depreciated cost 

Daily volume of gas exported (average per day): 
(106m3) 
(MmcO 
Daily production: (average) 
NGL (m3) 

(Bbls) 
Ethane (m3) 

(Bbls) 



E L E V E N  Y E A R  C O M P A R A T I V E  H I G H L I G H T S  



A L B E R T A  N A T U R A L  G A S  C O M P A N Y L T D  

COMMON SHARE MARKET Toronto Stock Exchange 

Sharer Dividends 
1988 High Low Close ~raded Paid 

First quarter 515.00 512.87 $14.37 670,486 $0.17 

Second quarter 14.37 13.00 13.87 1,156,878 0.17 

Third quarter 15.50 13.12 14.75 500,784 0.17 

Fourth auarter 16.25 13.87 14.50 596.593 0.17 

YEAR $16.25 $12.87 $14.50 2,924,741 $0.68 

CORPORATE INFORMATION CORPORATE OFF~CE 

East Tower, Esso Plaza 

2400, 425 - First Srreet S.W. 

Calgary, Alberta 

T2P 3L8 

(403) 260-9000 

STOCK EXCHANGE LISTINGS 

Common sharer are lisred for 

trading on the Alberta, Montreal, 

Toionto and Vancouver Scock Exchanges, and 

trade under the symbol ANG 

TRANSFER AGENT A N D  REGISTRAR 

(Capital Stock) 

Montreal Tmrr Company, Calgaly, Montreal, 

Regina, Tomnto, Vancouver, Winnipeg 

(lo%% Debentures) 

Royal Trust, Calgary; Toronto; London, England 

DIRECT DEPOST SERWCL 

Shareholders of Alberta Natural may elect to 

have their dividends deposited directly into 

rhe bank account of their choice by advising 

Montreal Trust Company 

S u s s ~ o r ~ n u  COMPANCES 

ANGUS Chemical Company 

Northbrook, Illinois 

(100% owned by Alberta Narunl) 

ANGUS Execu-rrv~s 

R.E. Secrist, Chairman and 

Chief Executive Officer 

O W  Chandler, Presidenr and 

Chief Operating Officer 

ANG L~quros  LTD. 

Calgaly, Alberta 

(100% owned by Albena Natural) 

Auorrons 

Arthur Andersen & Co. 

Chaltered Accountanrs, Calgary, Alberta 

Notice of change of address should be sent to 

the Transfer Agent 
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