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ANG is a Calgary-based company operating in three husiness areas - hydrocarhons, specialty
chemicals and magnesium.

Pacific Gas Transmission Company, a U.S. federally regulated pipeline company, owns
49.9% of the issued and outstanding common shares of ANG. In turn, Pacific Gas and
Electric Company, a major investor owned utility hased in San Francisco, Califomnia, owns
100% of Pacific Gas Transmission. The halance of the shares of ANG are held
predominantly by Canadian institutions and individuals.

ANG owns and operates a large-diameter natural gas pipeline, which links the systems of
NOVA Corporation of Alberta and Pacific Gas Transmission Company, to move natural
gas from Alberta to California. ANG has a 49% iaterest in and operates, Foothills Pipe
Lines (South B.C.) Ltd., a pipeline which parallels about one-half of ANG’s lin¢ in
southeastern British Columbia.

The Company also owns and operates a pipeline which transports natural gas for Shell
Canada Resources Limited in the Peace River area of Alberta.

Through the Cochrane Extraction Plant Partnership, ANG owns and operates a world-scale
natural gas liquids and ethane extraction facility near Cochrane, Alberta, on the western leg
of the NOVA pipeline system. A carbon dioxide (CO;) facility at the plant site refines CO5
to food grade quality.

ANG is in the business of natural gas and natural gas liquids marketing in Canada and the
United States, through ANG Liquids Ltd. and its wholly-owned subsidiaries, and has an
imterest in NGL storage facilities located at Marysville, Michigan.

Through its subsidiary, ANGUS Chemical Company, ANG is engaged in the production and
marketing of nitroparatfins and their derivatives, and the manufacture and marketing of
specialty chemicals in the United States and abroad.

ANG holds a 54 percent interest in Magnesium Partnership No. 1, which was formed in
1987, to construct and operate a magnesium production facility near High River, Alberta.
ANG also has a 50 percent interest in the Amoco Centre in downtown Calgary.

This Annual Report provides information to assist in understanding ANG’s businesses - the
operations and the directions the Company is taking to improve its competitive position.

It contains management’s discussion and analysis of the financial condition and resuits of
operations. This information is essentially the same as the discussion and analysis contained
in the Annual Information Form (AIF), a document prepared pursuant to regulatory
guidelines. The AIF is available upon request.
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Financial Highlights - ' - S0 1989 (Restured)

For the Yeurs Ended Opejating Revenue {S) 377,405,000 366,150,000
Income (S)

December 31, 1990 fiom continuing aperations 26,651,000 28,193,000

ond 1989 nef incame 25,728,000 23,623,000

Eainings Per Average Quistanding Commen Share (5}
(from continuing operatians)

firs) quorter 2 29
second quorter 30 .34
thid quarter 28 33
faurth quarter 46 36
annual
from continuing operations 1.25 1.32
net income 1.21 1.1
Common Shoreholders’ Equity (5)
total ot yecr-end 168,528,000 152,652,000
per average outstanding common shore 1.97 7.15
Return on Aveiage Common Shoreholders’ Equity (%) 16.60 18.93
Dividends Poid Per Comman Share (S)
onnual rate 48 .68
Totol Assets ($) 607,655,000 384,148,000
(apitol Expenditures (S) 28,111,000 18,003,000
Average Number of Cammon Shores Qutstanding 71,284,242 21,362,119
Number of Shoreholders ot Yeor-End 1,015 1,126

Operating Revenue (Millians of dollors)

. ] 374 1990
- - | 366.7 198%
- - ] 33717 1988
-] 3181 1987
- - | 308.4 1986
Income From Continuing Operations (Millions of dollurs)
L] 6.7 1990
e ] 28.2 1989
"] 26.4 1988
] 219 1987
] 162 1986
Eornings Per Average Ouistonding Common Share From Continuing Operofions (Dollors)

- ] 175 1990
- - ] 1.32 1989
- | 131 1988
- ] 1.20 1987
- "~ ] &9 1986



1990 Operating Strolegies

Letrer 1o Sharehalde:s

1t s a grear pravilege to present my hint letter 1o shareholders as Chiet
Executive Officer of ANG and 1am pleased to report that Tor the

Company, 1990 was a year ol moderate growth, with improved oper
anng resulis, ANG has maintamed a strong financial posinon, which
in parncularly granlymg considermg that the High River magnesiom

plant required an infusion of funds throughout the vear,

1990 was a1 vear of significant change tor the Company, We launched

new imtanves to keep pace with changmg imarkets and a changing

[Our people have shown that they can meet the challenges, but they will continue

our ever changing world. For this reason, training and education are at the top of

business environment, Change was also telt at our corporate office.
In July of 1990, upun the ressgnation ot Mr. DR, Fenton, | was
appomnted Chief Executive Officer and President of ANG, in addition
to my role as Chairman. Also, at that ame, Mr. D, McMorland, the
new President and Chief Executive Otficer ot Alberta and Southern

Gas Co, Lid,, was appointed 1o the ANG Board of Directors,

In 1990, we adopted the following operating strategies to achieve our
ongoing objective  to carn and maintam investor confidence and 1o

enhance sharcholder value:

8 Mamtam long term rehability and secunty of pipebne and plant

operanons, while concentrating on safety and cfficiency.

8 Mamtan exnning gas markets and seck out new gas marken to

strengthen the gas brokerage business,

§ Actvely mvesnigate and pursie new business ventures in the

hydrocarbons business.

8 Develop new and expand exiting markets i the chemuical business

through an enhanced commitment 1o quality and service.
8 Attaun an operaung profit at ANGUS Fine Chemicals Lid.

B Finahze a strategy regarding the magnesium business,

1990 Results

10 be tested by

our agenda.|

1990 ANG Annuat Report

In general, our strategies were successful and our hinancial results

were on target. Farnmgs were $1.21 per share, 10 cents per share

more than last vear. We achieved our carnings due 1o the vontinuimg

strong performances of both the hvdrocarbons busimess and the

chemical business, The hvdrocarbons busimess expenenced a very

suceessful vear with operanng carnings of $42.1 milhon, an 11%

mcrease over last vear, ANGUS Cheneal Company abwo had a good

year, with strong carmings of $26.8 milhion,

The following are some ot the highlights ot 1990:

Record volumes of natural gas were exported at Kingsgate, Brinnh
Columbia, to serve markets m Caltorma and the Pacific Northwest.
To ensure rehable future service, ANG niated a compressor
replacement program, Older units are being replaced with new

energy cfficient unis.

The Cochrane Extraction Plant performed beyond expectations and
generated products and revenues which have contnbuted

ugmficantly to ANG’s 1990 earnings.

The NGL and natural gas marketing division had an excellent year
achieving income of $5.6 million, an increase of $2.5 mithon over
1989 results.

The Pipehne Expansion Project i forging ahead towards a proposed
completion date of November, 1993,

A business development group was established for the hydrocarbons
business to review and direet the development of business

OPPOrIUNItics.,

ANGUS Chemical detailed and imniated a Enropean growth
strategy, ANGUS is continuing to work with its customers to
achieve successful research and development resulis. Success 1s
highly dependent on its ability to deliver high quality products and
provide 1op quahty service. This requires a thorough understanding
of customer necds in order to develop the appropnate products.
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B The fine chemicals facility tn Treland earned a small profit during
1990, which is enconraging. We recognize that this facility is new
and is performing in a highly comperttive marker, We are working
to maximize utihzation of this plane by producing quality products

to our customers’ speaitications.
B ANG acquired control of the magnesium parenership,

B The only disappomnting aspect of 1990 was our inability to
achieve aur objecnves in the magnesinm business, Not only did
we cncounter start-up ditficulbtios, boe i was necessary to advance
funds tor our partaer. Although, we now have achieved the pro-
duction and sale of some lngh quality magnesium, the commercial
viahility of this project remains uncerram. We are continuing 1o
cvaluate this business, including the additional tinancial support

required to achieve commericial viabiliry.

With respect to the many snccesses we experienced in 1990, they were
due to the efticiency, hard work and dedication of our emiployees. They
soized new opportumitics and challenges, and turned them to ANG's
advanrage. ANG's employees are its competitive edge. The companies
with whom we compete have just as imany opportunities and face the
same difficulties that we do. We arc all experiencing the tmpact of
nuarket fluctuations and global change, ANG emplovees developed

and implemented innovative ideas and found new ways to improve

the Company’s performance,

Qur people have shown that they can mecet the challenges, but they

will continue to he tested by our ever changing world. For dhis reason,
trainiug and cducation are at the top of our agenda. We are developing
astruciure which will enable our emploveces to improve their skills, so

they may discover better, more productive ways to approach their jobs.

o succeed i the 19905, we need 1o work smarrer. Daniel Bell, a well
known futurist, is quoted as saying, “informadon is a transforming,
resource, knowledge is a strategic resource ™. We are challenging all
of vur emplovees we put this maxim into practice. We most transform
data and information into knowledge, to ensure thar our decision
making 1s based on the most thorough analysis and the determination

to capitalize on opportunitics,
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This will mean the development of new value added products and
processes, as the operating results from the hydrocarbons and chemical
businesses have illustrated. Tt means formalizing progressive, intelligent

financing arrangements, as shown in our financtal resuls.

This concept of knowledge as a strategic resource is also the
motivation behind our ongoing strategic planning excreises. Like all
alert companies, we continue to probe our current practices and

explore new challenges.

We are proud of our record with respect to safety and environmental
compliance and these issues will continue to be of paramount concern
to the Company, Our 1990 safety record for the operating areas

reflects this commitment.

Industry must reduce emissions and wastes to an absolute minimum,
To this end, ANG must play a pro-active role. The commitment to this
objective is evidenced by new investments to improve our efficiency
and environmental performance, We will continue to cooperate with
others in industry to find solutions that will improve ANG’s

performance.

1991 promises to be a most challenging year. Fnergy prices will
continue to be unstable and there are no signs that exchange rates
will work to our advantage. This is a time when our very besc efforts

will be required to succeed and prosper, and we plan to do just that.

e

Norman E. Wagner
Chairman, President and Chief Executive Officer
February 12, 1991
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Net lnceme Alliony of dollar)

Earnings Per Average Ouistanding (ommen Skare :Dollare,

I he hvdrocarbons busimess achieved excellent resalis m 1990, 4nd

s s rradinional business hase that has allowed 1he Company o
participate m other diversihied busniess opporinmties m reeent vears,
Strong m.ll'|\L‘llllf_', profits, Jue I.II'Q“l‘l\ 1o the inorease in PEOPRTC PHICes
dourmg the varly and Licrer pares of 19940, contnbuted extensinels o the
mnprosement mooverall corporate resulis, Management recognzes that
hydrocarbon revenue sources are morcasingly market drven. Growsh
and stabhidis s hoseever, are dependent on o solid cosr ot service base
and muagement s aconvels poarsiing projects, such as the Pipeline
Uspansion and the Cochrane Faraction Plane Y spansion, to achieve
these abpectives, These opportonmes hase heen addressed and are

preseinted m greater detals thronghour this reporc

[ he chemical basimess contmued 1o provide a4 signiticant conribuoion
ta onerall corporate resulis, Phe nivaparattines hosness mamnamed o
sohd record of profit performanice aod management irends 1o enhance
proticabndiny by develepmyg and nurkeung nes prodocs and nes
apphaations tor existing prodocts through mereased rescarcl and

develepment eftorts. The hne chemicals opecation, Jocared m Treland,
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ronagement’s Discussion and Analysis

realized its first positive contrtbution at the operating income level in
1990. Management is hopeful that this upward trend in profitability
can be sustained due to an expanded customer hase and ANGUS
Fine Chemicals Lid.'s growing, reputation as a reliahle supplicr of fine

chemical intermediates.

The magnesium business has not achieved the production levels thar
were anticipated. During 1991, atention will he focused on resolving
a final straregy regarding the magnesium business, including cvaluating

its commeercial viahility.

{Millions of do'lors) 1990 1989 1988
{Restaled) {Restated)

Income from continuing opesations
Hydrocorbons; *

Revenue ) 0 S 296 S 205.0
Expenses 180.9 181.8 174.8
421 37.8 302
Chemical:

Revenue 1538 146.5 1327
Reseaich & Jevelopment 41 4.1 3.7
Other expenses 122.1 1145 100.2
o _ oo 279 _28.8

Mognesium:
Revenue 0.6 — —
Expenses b4 LT L L T
i (5.8} - —
{oipoiote expenses 87 5.4 4.1
Operating income 54.4 60.3 54.9
Dther income 5.8 1.7 39
£0.4 42.0 58.8
Interest expense 20/ 156 16.0
Income foxes 17.1 18.2 16.4
Rinority interest . (4.1} — —

$ 7S 82 5 264

" These higures exclude the NGL ond nnturol gos marketing operations of the CanStates group These
results are 1ncluded on an equily bosis in Other Income.

The above chort provides a summory of income from contimuing operations.

The following information provides an in-depth analysis of each of the

Company’s major husinesses.
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In 1990, operarmyg mcome for the hedrocarbons business moereased s
1%t 542,10 million, indicaring contmned serengehy stabilng and

growth,

Qperating incoine (Millions of dollars) 1920 18y 1988
Hydracorhons husiness
Notura! gas pracessing ) IS 75 S o
Pipelines 45 4.0 44
Koturel gus motkefing 1.3 1.3 1.8

o S 21 5 W8S 30.2

" These figures exclude the NGL and natural gos morketing operations of he CanStotes gioup, These
results are included on an equity bosis in Other Income.

The bydrocarbons business includes ANGS narural gas processing
business, irs NGl and natural gas marketing business and s prpeline

imvestrizents in British Columibia and Peace River, Alberta.,

Opetaling Income (Millions of daifars)

mmmemem (05! of Senvice mmmmem  Hon Cost of Semvice

= e R S 6
" =T 24
'] 19

Operating income genatated from cos! of seivice contigets contines ta provida significant, stoble and
long leim earnings to the hydracarbons businass. This gioph details specitic cost of service elements in
the Notural Gas Processing and Pipeline operations,

Hatural Gos Processing The narural gas processing business 1s conducted at the
world-scale Cochrane Exrraction Plant, NGL and erhane are extracted
from natural gas made available to the Cochrane Plant by its supplicrs.
The Cochrane Plant is, by far, the largest contributor 1o operaring
results within the hydrocarbons business, generating operating income

of $35.3 miilion during 1990, compared to $32.5 million during 1989,

The husiness 1s driven by two major cost of service based exeracrion

agreements, one for cach of NGL and ethane,

16
11
I

1930
1989
1738
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The cost of service component of these agreements provides for the

full recovery of both current operating expenses and capital facilities
investment over the life of the agreements, along with a contracted
after tax return on the outstanding investment base. These returns will
decline as the investment base is recovered, This decline may eventually
be offsee by additional facilities investment that may be required to

continue to meet the service obligations.

Return and related taxes total $14.0 million for both 1990 and 1989.

[In 1990, operating income for the hydrocarbons business increased by 11% to

indicating continued strength, stability and growth. |

This represents 41% (43% - 1989) of overall operating results for the
natural gas processing business for 1990,

The cost of scrvice provisions of the ethane extraction agreement call
for the full recovery of the initial capital investment by the end of 1998,
Because the Company has a commitment from the Cochrane Plant’s
major natural gas supplier to the end of 2012, the facility is being depre-
ciated in the accounting records over this longer, useful life estimate.
The additional revenue stream that results from this treatment con-
tributed $5.0 million during 1990 ($4.9 million - 1989).

Other cost of service related fees contributed $3.8 million to operating
income during 1990 ($5.0 million - 1989). The variance is the result of
a decline in production volumes experienced during 1990, in
comparison to those achieved in 1989,

The NGL extraction agreement, in conjunction with one other related
profit sharing arrangement with a major supplier, provides for at least
a 25% participation in cumulative net marketing profits generated by
the sale of propane, butane and condensates, derived from the NGL
delivered 1o the buyer. Marketing profits include the selling prices of
these products, reduced by Cochrane Plant processing costs and down-
stream expenses for transportation, fractionation and marketing. Any
losses that may be generated by this activity are carried forward to
subsequent contract years.

$42.1 million,

1990 AKG Annual Repon

Certain marketing losses did accumulate during 1989 and prior years,
hut due 1o the substantial increase in propane and related product
prices that were experienced at various times during 1990, these Josses
have been recovered. A $6.2 million marketing profit contribution was
made to operating results during 1990 ($1.5 million - 1989).

The Company participates in a further profit opportunity through its
arrangements with the NGL buyer By aggressively managing the supply
and cost of natural gas made available for processing at the plant, any
savings, when compared with the price that would otherwise be payable,
are shared with the buyer. This arrangement contributed $5.3 million
during 1990 ($6.3 million - 1989).

A small CO, processing facility has been in operation at the Cochrane
Plant for a number of years, contributing $.6 million 1o operating
results for 1990 ($.3 milhion - 1989).

Investment in the Cochrane Plant, through ongoing capital mainte-
nance projects, has been small over the past two years. Plans for more
significant capital projects are currently under way for 1991, at an
estimated cost of approximately $8.7 million. The majority of this
amount will be spent on energy saving modifications, such as the addi-
tion of three heat exchangers and the re-wheeling of the compressor.
Thesc projects will increase operational flexibility and achieve energy
COost savings.

Cochrane Extraction Plant Production (Barrels/Doy)

e Eihone e NGL
40,000 1990
15,000
S 33,500 1969
16,000
40,500 1988
18,500

Ethanc production averaged 6,336 m* per day (40,068 Bbls/Day)

in 1990, an increase of 2.7% over 1989. NGL production volumes
averaged 2,374 m? per day (14,933 Bbls/Day) in 1990, a decrease of
8.4% over 1989, This decrease is a direct result of a lower propane
content in the natural gas stream available 10 the plant and a lower
natural gas throughpur. Natural gas volumes processed in 1990
averaged 32.3 10%m? per day (1,147 Mmcf/Day), down 1% from
the record volumes processed in 1989,
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There was a marked increase in sales of CO; to the food industry,
resulting in total shipments of 29,827 tonnes compared to 22,403

tonnes in 1989,

A significant investment opportunity exists for expansion of the
Cochrane Plant, duce to the anticipated increased gas flows projected tor
the Alberta - California Pipeline Expansion Project, which is addressed
later in this report. Management is considering a plant expansion, at an
estimated cost of $50 - $75 million, which would provide operational
flexibility and increinental capacity, allowing the hydrocarbons business

to participate in future market opportunities.

Pipelines The success of the pipeline business depends on providing a
safe and reliable transportation service. ANGs pipeline investments are
located in southeastern British Columbia and northern Alberta, The
B.C. pipeline links the systems of NOVA Corporation of Alberta and
Pacific Gas Transmission Company, to move natural gas from Alberta
to California. Its facthties and related cost of service contracts are
subject to the jurisdiction of the National Energy Board (NEB). The
Peace River, Alberta, pipeline is dedicated o the delivery of natural gas
for Shell Canada Resources Lad., to its heavy oil recovery project. The

related contract provides a cost of service based tariff to the vear 2016,

In additon to the operating tacilities described above, the Company
has a further pipeline investment through a 49% common share owner-
ship in Foothills Pipe Lines (South B.C.) 1id. Foothills (South B.C.)
owns facilities that parallel about one-half of ANGS own pipeline in
southeastern British Columbia. The Company’s share of net income is
accounted for on an cquity basis and is included in Other Income in

the Consolidated Statement of Income.

Similar to the cost of service agreements relating to the Cochrane
Plane, the pipeline transportation agreements provide for full recovery
of operating expenses and capital investment along with an after tax

return.

Operating income contributed by pipeline operatons amounted to
$4.5 million tor 1990, compared to $4.0 nullion for 1989, Maintaining
and improving this level of contribution requires continuing capital
investment. In excess of $6.6 million was spent on capital improvement
projects tor 1990 and 1989, The Company has plans, approved by

the NEB, for further capital projects amounting to approximately
$29.5 million during 1991 and into 1992. The replacement of two
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compressor units accounts for the bulk of this capital program,
Replacing these units with new gas wrbines and axial inler compressor
units will dramatically reduce fuel consumprion, station ¢missions and
noise. ANG's concern for the environment is clearly evident in this
project, as it is expected 1o reduce emissions of products of combustion
by up 1o 50% of current cmissions. This acnion 1s taken n response 1o
the increasing awareness of environmental concerns, which may lead

1o stricter regulatory standards in the near furore,

The most significant opportunity for capital invesement in the pipeline
business ts the Alberta - Calitornia Pipeline Expansion Project, ANG
views this project as a valuable expansion of one of its primary

businesses.

In February, 1990, ANG and Foorhills (South B.C.) reached an agrec-
ment to co-sponsor the Canadian portion of the project, The project
was initated to meet the growing demand for natural gas in the
California and Pacific Northwest markets, and will expand pipeline
capacitv by over 30% to carry an additional 932 million cubic feet per
dav. ANG will design, construct and operate the expansion facilities in
southeastern British Columbia. The estimated $186 million Canadian
portion of the project will consist of additional pipeline segments that
will be owned by Foorthills (South B.C.), along with new and modified
compression facilities at existing compressor stations that will be
owned by ANG, Construction is plannced to commence in the fall of
1992 or carly 1993, with full volame deliveries in November, 1993,
Facilities applications have been filed with both the NEB and the
Northern Pipeline Agency, with approval expecred in 1991,

The United States portion of the project has been granted most of
the required regulacory approvals, In December, 1990, the California
Public Urilitics Commiission approved expansion of the California
portion from Malin, Oregon, to Kern River Station in San Joaquin
County, Califormia. [n early 1991, the Federal Encrgy Regulatory

Commission granted the project preliminary approval.

ANG, working jointly with TransAlta Resources Corporation, has
proposed a $100 million development of a cogeneration plant for the
gencration of up to 129 megawatts of electricity for domestic and export
markets by 1995, The project would relv on the recovery of waste heat,
complemented by natural gas, for the generation of eleciricity and waould

be located at the Crowsnest compressor station on the British Columbia
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pipeline. Should the project proceed, the facility would be designed to
meet or exceed all environmental regulations, with particular attention
to atmospheric emission, surface discharge and noise. The technology

required for the project is well proven and efficient.

If ANG and TransAlta arc successtful in attracting any one of a number
of markets being pursued, an electricity sales contract could be in place
by the end of 1991. Other ANG owned and operated gas compressor
stations along the British Columbia pipeline could be similarly developed
with a total potential cogeneration capacity of 400 megawatts.

NGL and Natural Gas Marketing ANG’s natural gas marketing business is
structured as two divisions: ANG Gas Marketing, focusing on Western
Canada, and CanStates Gas Marketing, which primarily targets the
eastern North American markets. Natural gas liquids are marketed
by CanStates Energy and CanStates Petroleum Marketing.

The NGL and natural gas marketing business made a substantial
contribution during 1990, achieving operating income of $5.6 million,
a $2.5 million increase over 1989, The CanStates operations contribut-
ed $3.3 million of the $5.6 million and are recorded in the accounting
records on an equity basis and are included in Other Income in the
Consolidated Income Statement ($1.8 million - 1989). These improved
operating results were due to worldwide fluctuations in energy prices,
which caused significant variances between spot and contract NGL
prices. Management recognizes that 1990 results reflect the Company’s
ability to take advantage of temporary market uncertainty, and is
cautious of anticipating similar results if and when a measure of

price stability prevails,

In January, 1991, ANG acquired 100% ownership of CanStates
Energy, CanStates Petroleum Marketing and 66.67% interest in
CanStates Gas Marketing. As part of the acquisition, existing contracts
with NOVA Corporation of Alberta to supply feedstock to NOVA's
petrochemical facilities will be terminated and replaced with new

arrangements.

CanStates is aggressively secking new markets. A major natural gas
export contract, including export authority, has been negotiated and
will enable deliveries to commence by November 1, 1991, when
required TransCanada Pipelines facilities are in service. Opportunities
exist for ANG’s marketing divisions to develop a large cross-Canada
and export gas marketing business.
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[0 1990, the dicmical bosiness achieved operanmg mcame, aber
discontinued operatons, ol 8268 nulhon. [hese strang results
denonstrate the chemeal basiness” amhey 1o conebuate sipmificanthy

o ANG operanomal and sirategic obearises,

O_Deluting income (Millons of dellors) 199 1989 1984
{Restared ) (Restored )
Chemical business
Hitinpmiofting 5 g S %8 5 3t
~ Fine Chemicols 0.2 ) (1.9 (2.3i
Qperoting inceme frem conlinuing ageintions 770 79 284
Discentinued operations - Biclech (0.2) (5.7} {15.5)

S %8 S 227 S 133

The chemical business consists of two major operations: the nitro-
parattins business and the fine chemicals business. A thurd eperation,
the ANGUS Biotech business, was discontinued in 1989 and s
operating results were reclassitied to discontinued operations. These
operations make up ANGUS Chemical Company, a 100% owned
subsidiary of ANG. ANGUS Chemical is headquartered in Northbrook,
Iinois, U.S.A., and its technical oftices are [ocared in West Germany,
France. England and Singaporce.

Nitreporaffins ANGUS Chemical is the worldwide leader in the manufacture
and marketing of nitroparaffins and derivative products. The nitroparaf-
fins business has production facilities for the four basic nitroparaffins
and their derivatives in Seerlington, Louisiana. Nitroparaftin derivatives
are manufacrured ar Ibbenbueren, West Germany, and custom organic

infermediares are manuofactured aca plant in Ringaskiddy, Ireland.

The nitroparaffins and derivatives produced by ANGUS Chemical
are used in the following applications: pharmaceutical intermediates,
punnng inks, dispersants for paint pigmaents, biccides in cutting
flutds and personal care products, fuels, speciahy explosives, solid

propellants, and many more,

With over 50 years of history, ANGUS Chemical has a reliable track
record of supplying valae added products 1o a dynamic nuarket. Long-
term growth in the nitroparaffins business requires the development

of new uscs for its products and the development of new products.

Through an increased commitment to research and development,
the nitroparaffins business is aggressively pursuing new opportunitics.

To create a greater emphasis on market driven technical innovation,



Manogement’s Discussion and Anolysis

the nitroparaffins business is currently enhancing product management
and market development capabilities, The high value market
opportunities are identified and prioritized, allowing management to
focus its efforts on research and development expansion. During 1990,
approximately 3% of revenues was allocated to research and
development. New products, currently under development, are
considered promising enough to warrant a planned 30% increase in
rescarch and development spending in 1991.

[ With over 50 years of history, ANGUS Chemical has a reliable track record of

added products to a dvnamic market.|

Revenues in the nitroparaffins business declined slightly from 1989
levels, primarily as a result of volume shortfalls during the first half of
the year. The decline stemmed from depressed sales volumes, as severe
weather affected certain agricultural markets, and reduced purchases
from offshore markets. This was partially offset by strong sales during
the second half of 1990. Management believes that these volume
decteases are temporary fluctuations, not trends.

Profits were also hampered by other temporary conditions during
1990. First, the business was faced with a 50% - 60% increase in

the cost of a key feedstock, as the price of propane showed extreme
volatility throughout the year. Management anticipates continued
volatility. However, as discussed later in this report in the Sensitivities
section of the Corporate Liquidity and Capital Resources section, this
volatility is counterbalanced by the positive impact of propane prices
on the hydrocarbons business. Second, increased manufacturing
expenses, associated with the start-up of new facilities in Sterlington,
Louisiana, negatively affected operating results.

Capital spending in the nitroparaffins business totalled $3.5 million
during 1990. The major capital expenditures included expansions at
both the Sterlington and Ibbenbueren production facilities. An additional
$9.3 million is planned during 1991, for ongoing improvements,
environmental upgrades and research and development projects.

supplying value
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The nitroparaffins business is highly profitable and management is
determined to maintain this level of success. ANGUS Chemical was

the sole Western World manufacturer of nitroparaffins until the mid
1980s. Since that time, another U.S. producer has entered the field

with approximately 15% of ANGUS Chemical’s worldwide capacity.
Nitroparaffin products are sold on a performance basis and success is
measured by the value added, in end-use, in a wide diversity of markets.
Product margins are dependent on valuable applications at the cus-
tomer level. Increased competition prompted the nitroparaffins business
to focus on its most profitable products and markets. The business will
continue to enjoy growth in these areas as a result of expanded
production capacity and improved marketing capabilities.

Fine Chemicals ANGUS Fine Chemicals Ltd. began operations in 1987, as
a grass roots development of ANGUS Chemical. It operates one of the
Industry’s largest custom chemical facilities at Ringaskiddy, Ireland,

and offers a broad range of capabilities to carry out multi-stage batch

organic reactions.

The fine chemicals business achieved a positive operating income

in 1990, with the introduction of several major new products in the
fourth quarter. Management expects the business to achieve further
growth and improved profitability in 1991, which will solidify its
reputation as a high-quality, United States Government Food and
Drug Administration registered, manufacturer.

Capital expenditures in the fine chemicals business in 1990 totalled
$8.2 million, and were primarily allocated to environmental projects,
such as the installation of waste treatment facilities. The 1991 budget
of $9.7 million will be used for ongoing improvements, further
environmental upgrades and research and development efforts.

Because of the developing nature of the fine chemicals business, its
ultimate market share is not currently determinable. Management
believes that this operation excels in the areas critical to success in
this business, due to the quality of the production facilities and the

technical and marketing skills of the employees.



Magnesium Business

fonogement’s Discussion and Analysis

The magnesium plant has nat achicved the production fevels that
were anticipated. Commissioning the facility has been difficult and
expensive. Additional financial support will be required to achieve
commercial viability. Until commericial success can be demonstrared,
it is not reasonably determinable whether all capiral costs will be

realizeable through ongoing operarions.

Since 1987, ANG has been a partner with Magnesium International
(Canada) Ltd. (MICAN) in the construction and operation of a

(It is MAGCAN’s objective to improve the competitive position of magnesium,
alternative structural materials, by providing a secure high quality magnesium

longer term contracts. |

facility near High River, Alberta, to produce and market high puriry
magnesium and magnesium metal alloys. The facility is operated for
the partnership by the Magnesium Company of Canada (MAGCAN).
Phase | of the development, with a 12,500 tonne per year design
capacity, is in the start-up phase and has produced metal on a limited
basis since September, 1990. Throughout 1990, construction and
operation of the plant required considerable effort and expenditure.

ANG has been advancing its partner’s share of project equity
requirements since July, 1990. According to the partnership agreement,
these advances are repayable with interest, or may be converted by

the contributing partner into additional partnership interest. ANG
exercised this conversion right in August, 1990, by converting
advances amounting to $2.8 million, plus accrued interest, into an
additional 4% interest in the partnership, giving ANG a 54% interest.
Ongoing advances have been made by the Company, on behalf of its
partner, amounting to $13.0 million as of December 31, 1990.

relative to

supply under
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As a result of the increase in ownership, ANG established control of
decision making for the partnership. Acquisition of control has resulted
in a full consolidation of the accounts of the partnership in ANG's
Consolidated Financial Statements, The effect of this consolidation is
summarized in Note 10 to the Consolidated Financial Statements.

ANG’s investment in the project, including advances made on behalf
of its partner, amounted to $58.8 million as of December 31, 1990.
ANG?s Canadian commercia) paper program and internally generated
operating cash flow, provided the necessary funding for this project.

It is anticipated that any additional funds required in 1991 would be
similarly sourced. Financing for 75% of the original capital cost of the
project was arranged through a bank loan of $102.8 million. This loan
is described in Note $ to the Consolidated Financial Statements.

Considered operational October 1, 1990, the magnesium business
reported an operating loss of $5.8 million on revenue of $.6 million for
the remainder of 1990. Because the facility has not demonstrated its
ability to produce at design capacity, the results of future operations
are uncertain. It remains uncertain whether MAGCAN can contribute
positively to net income.

Since consolidation, $8.8 million was spent on capital expenditures at
the magnesium production facility in 1990, 1991 capital expenditures
arc expected to be $4 to $9 million.

The primary markets for magnesium are the diecasting of auto and
other components, the production of aluminum alloys and the metal
reduction processes used to manufacture titanium and zirconium.

There are nine producers of magnesium in the Western World. Four
companies - Dow Chemical Company (Dow), Norsk Hydro AS
(Norsk), Magcorp and Alcoa, represent over 80% of the total capacity.
With Norsk’s new Becancour, Quebec facility reaching full capacity in
1991, Norsk and Dow will have in excess of 60% of the Western
World's supply capability, In 1990, there was an cffort on the part of
the producers to reduce inventory, resulting in an oversupply on the
world market which depressed prices.

n
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Salety ond the Environment
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ANG iy committed 10 ocenpatonal health and saen moall areas

ot its businesses and this s retlecred in the Company’s safeny record,
ANG Safery Program contmues tes be an mreznal part ot dav o

day operations - at cach business leveland ae the corporate Tevel It
includes ongomg satets trannng tor all emplovees, wosether with saters
inspections and audits throughout the organizanon. .\ spearat elrart
s been made o involve the operatmg statt in s ey mectings

in the establishment of satens goals,

The Cochrane Extraction Plant was recognized by hoth the Canadian
Gias Processors Association and the Southern Alberia Petro-Chemtcal

Safery Council, for its outstanding record of zero loss tme accidents.

ANG shares the publics increasing concern about the environmenr.
This is evidenced by a number of initatives currently raking place,
including ongoing reviews of operating procedures and practices, to

reflect current technology and regulations,

In the hydrocarhons business, the compressor replacement program
will reduce emissions of products of combustion by up to 50%,
improve energy efficiency and reduce notse pollution. Plans for the
proposed Cogeneration Plant are being carcfully designed 1o meet or
exveed all environmental regulations. Environmental protection has
hecome an integral component of the Pipeline Expansion Project.
Wherever possihle, the project will follow the existing pipeline right-of-
way to minimize environmental hnpact. The right-of-way, or any other
disturbed areas, will be re-vegetated, which is expecred to enhance the
habitac for some spectes. All aspects of the project are being destpned

to meet or exceed all environmental standards.

In the chemical business, ANGUS Chemical’s Sterhngron, Lowsiana
plant received a sausfactory environmental rating, which 1s the highest
environmental rating given by the State of Lowisiana, The ANGUS Fine
Chemical facility in Ireland. continues its significant level of environ-
mental spending. Much of this spending is not in response to regulatory
requirements, demonstraong ANGUS Chemical’s pros-active commit-

ment to the environment,

At the magnesium plant, environmental monitoring is carried out on a
routine hasis. Additional investments are being investigared to further

reduce emissions at the facility,



Corporate Liguidity and

Copitel Resources

#onogement’s Discussion and Analysis

Liquidity

(Milions of dollars) 1990 1989 1988
Current Assefs S 1520 S 1204 S 115.6
Cunant Liabilines 716.7 106.4 1222
Working Capital 7153 140 (6.6)

Working capital increased significantly in 1990, to $735 million.
Reclassification of ANG’s Canadian commercial paper program to

[On an ongoing basis, management monitors key business drivers, which it

economic variables critical to the Company’s cash flow and profitability.]

long term debt, as discussed in the Notes to Consolidated Financial
Statements, decreased current notes payable, on a net basis, by

$50.6 million. Accounts receivable increased by $14.3 million during
the year, reflecting ANGUS Chemical’s strong sales during the final
two months of 1990. Inventory levels rose by $14.6 million during
1990, primarily due to a significant inventory build up of new prod-
ucts in ANGUS Fine Chemicals and a planned increase in the deriva-
tives inventories required to support nitroparaffin sales during early
1991. Accounts payable increased by $7.5 million in 1990, primarily
due to the consolidation of MAGCAN. 1990 funds provided by
operations continued at the 1989 level. Investing activity exceeded the
1989 levels, primarily due to the magnesium project requirements.

In 1989, working capital was $14 million, an increase of $20.6 million
from the previous year. The most significant impact was a $19.6 million
decrease in notes payable, The proceeds of a Deutsche Mark bank

loan, as well as operating cash flow, were used to retire this debt. The
cash balance rose by approximately $7.5 million, largely due to the
discontinuation of the operating losses at ANGUS Biotech Inc. Other
current assets decreased by $2.7 million, reflecting lower income taxes
receivable, resulting from substantially larger tax deferrals in 1988.
Other current liabilities increased by approximately $3.8 million,
impacted by ANGUS Fine Chemicals’ increased business activity.

N
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1989 funds from operations showed marginal improvement over 1988.
The most substantial improvement was found in the non-cash working
capital accounts. Significant cash was required by the chemical business
during 1988, to bring ANGUS Fine Chemicals and ANGUS Biotech to
commercial scale. This requirement was not repeated in 1989. In 1988,
the Company required $23 miilion to make its initial equity contribu-
tion to the magnesium partnership. An additional $3.5 million of equity
was required in 1989,

Sensitiviies On an ongoing basis, management monitors key business
drivers, which it defines as those economic variables critical to the
Company’s cash flow and profitability. By tracking and forecasting these
drivers and analyzing the effects of their movements, management is
aware of the Company’s sensitivity to each of the variables and is posi-
tioned to capitalize on opportunities and quickly react to downturns.

The commodity prices of magnesium, energy costs, chemical products
selling prices, and natural gas prices, are all key drivers within the
various businesses, Variables such as interest rates, foreign exchange
rates, and propane prices, are analyzed from a corporate viewpoint.
Knowledge of the simultaneous effects on cash flow and profits of

all the businesses, which result from movements in these variables,

is valuable to management as it continually strives to reduce ANG’s
operational and financial exposures.

Corporate Key Drivers Effect on ANG's 1991 Plan Net Income {Millions of dollars Canadian)

Net Income
Corporate Key Drivers L _ Incieass/ (Devreose)
Piopone prica /increase of $.05 U.S. per gallon S 15
Interest ratg /incregsa of 100 bosis points M)
U.S. dollar exchangs rate/increass of $.02 Canodion $ 9
~ US. dollor exchanga rate/increase of 5% versus Deutsche Mark S (4

The obaove table fllustrates an analysis of corporate sensitivity.
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finondng ANG has operations in several countries, substantially
increasing the number of variables that aftect profitability. The 1980s
saw an unprecedented volatility in exchange and interest rates. This
trend is expected to continue in the 1990s. The challenge issued to
ANG’s management is to match the overall corporate funding
requirements in the most cost effective way. The Company's response to
this challenge is the implementation of a coordinated multi-currency
treasury management function. This will allow ANG to obrain
maximum benefit from its multi-national resources by matching cash
flow surpluses and deficits throughout the organization and negotiating
funding by drawing upon the credit and resources of ANG as a whale,

The Company endeavors to reduce both its borrowing cost and its
exposure to foreign exchange fluctuations. As part of its long term
financial strategy, the Company converted $70 million of floating rate
Canadian debt into fixed and floating U.S. debt in 1990, and
borrowed [4 million Deutsche Marks in 1989, The details of these
transactions and of the Company’s outstanding debt are described in
the Notes to Consolidated Financial Statements.

ANG’s available bank lines of credit total $120 million. These lines
support the commercial paper borrowings. Upon drawdown, the

unsecured loans bear interest at prevailing market races.

The Company and its subsidiaries expect to mect their fiscal 1991
cash requirements for working capital, capital expenditures, long-term
debt repayments and dividends from internally generated funds,
unutilized existing bank lines of credit and unutilized existing short-

term borrowing facilicies,

Major capital projects in the future will require additional long-term
borrowing. ANG management fully anticipates that there will not be any

restraints on its ability to secure future financing on the capital markets.

n






Report of Manogemenl

huditors' Report

Consolidated Finanaigl Statements

The occompanying cansolidoted financial stetements hove been pregared by manogement, which is
wesponsible for the integrity ond objectivity of his information. These financic! stotements, prepored on
a historicol cost basis, ore in accordonce with generolly accepted accounting prnciples in Conodo ond
ore alse in confarmity with Internaticnal Accounting Stondords with respect to historic cost. Where
appropricte, omounts bosed on estimotes and judgements me included. Other financio! information
included in the Annual Report is cansistent with thot in the finonciol stotements.

Koncgemenr hos established ond maintoins oppropriate systems of intesnal cantrel, ond policies and
pracedures, which are designed to meer ifs responsiblity for reliohle and occurate reperfing. These
systems of cannal inciude periodic review by the Company's internal qudirers.

Aithur Ancersen & Co., independent ouditars oppointed by the shoreholders, have reviewed the
systems of internal contral end examined the consolidoted finencial statements in occordonce with
generolly occepted cuditing stonderds, 1o enobile them Yo express an opinion on the faimess of the
statements. Their repart is included herewith.

Through its appointed Audit Committee, the Board of Bisectars oversees management's responsibilities
for financial reparting. The Audit Committee mee’s annuolly with monagement, the internol quditars
ond the independent ouditars ta 1eview ouditing and fingnciol matters. Intemal and extemnal cuditars
hove unrestricted occess to the Audit Commitree. The censclidoted financiol stotements have been
epproved by the Boord of Directors on the recommendation of the Audit Committee.

To the Shareholders of Alberto Noturol Gos Compony Ltd;

Ve hove oudited the consalidored belonce sheet of Alberto Noturol Gos Compeny Ltd ¢s of December
31,1990 and 1989 and the consclidoted starements of income, retained eornings end changes in
cosh flow for the yeors then ended. These financicl storements are fhe responsibility of the company’s
menagement. Qur responsibility is te express on opinicn cn these finoncial stetements bosed cn our
oudits.

We conducted our audits in accardonce with generolly occepted auditing stendards. Those standards
require thet we plon ond perform nn oudit o obtoin recsonable assurance whether the finonciol
stotements ore free of moferiol misstatement. An oudit includes exomining, on o test besis, evidence
supparting the cmaunts end disclosures in the fingnciol stotements. An audit olse includes ossessing the
occcunting principles used ond significont estimates mode by management, os well 0s evaluting the
overalt finonciol statement presentotian.

[n cur opinion, these consolidoted finoncial statements present fairly, in olf materiol respects, the
finenciol position of the compony as at December 31, 1990 and 1989 and she results af its operctions
and the changes in it cosh flow for the yeors then ended in cccordence with generclly occepred
accounting principles.

Colgary, Aberto, Arthur Andersen & Co.
February 1, 1991, (hortered Accountonts
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Consolidoted Statement
of Income

For the Yews Ended
December 31, 1990
ond 198%

Consolidated Finoncial Statements

Thousonds of dollars

Operating Revenue
Operating Expenses:
Qperating and maintenance
Gos puschoses
Selling, administrctive ond research
Oepreciotion and amertization
Property toses ond ather
Operoting Income
Interest and Other Income
Income Belore Interest Expense
Interest Expense:
Interest an lang term debt
nferest an other debt

Income from Continuing Operations Before
income Taxes ond Minority Interest
Pravision for Income Toxes
Minarity Inferest
Income from Continuing Operotions
Qiscontinued Dperotions
Net Intome
Earnings Per Share:
From continuing operaticns
_Net income

See accompanying summary of significont accounting policies and nefes.

30

1990

347,405 S

123998
35,626
43,534
15,042

4,611

322813

54,592
5778

80370

12,854
7,869

008

39,647
17,074

4,078
76,651

(923)
5728 S

125 5
121 5

198¢
{Restated)

366,150

201,908
47,392
35,134
15,075
6,354
305,863
60,267
1,480

81,967

8,641
6.349
_ 15,590

46,377
18,184
28,193
(4 570)
23623

1.32
1.1
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Consolidoted Thousends of dollars BTl 1989
Bolance Sheet Assels
Current Assels:
D 31,199
ecember 31, 1990 Cash and interest bearing deposits S 15609 S 136
ond 1985 Accounts receivoble 78,065 63812
Inventaries 55,468 40,898
~ Other o 7,889 2,105
Total current assels i 152,031 120,426
investments and Advances 34,309 48,757
Deferred Charges ) 25175 NN
Property, Plant and Equipment - Nel 396,140 194,747
Total . S 807655 5 386,148
Thousands of doflors - 1990 1989

Liobilities & Shareholders’ Equity
Current Liabilities

Notes poyahle S 16,258 S 66812
Accaunts poyable 36,428 28,909
tncame taxes payoble 16,066 877
Other o 7,928 9,769
Tatol current liabilities 76,680 106,367
Long Term Debl _ 281,104 89,245
Deferred Income Toxes 41 660 137,884
Minority Interest 39.673 -
Shorehalders’ Equity:
21,232,652 cammon shores (1989 - 21,359,235) 54,419 54,300
Retoined eornings 117,364 108,488
Cumulative tronslotion adjustment (3,255) (10,136)
Totcl sharehalders” equity _ 168,528 152,652
Total S 607,655 S 386,148

Approved by the Boord;

o Lde At

Director Director

See accomponying summory of sigaificont accounting palicies ond notes.
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Cansclidoted Stotement of
Chouges in Cash Flow

For the Yenrs Ended
December 31,1990
ang 1989

Cansolidoted Stotement
of Retoined Earnings

For the Years tried
December 31, 1990
ongd 1989

{onsolidoted Finonciol Statements

Thausands of datlors
Operating Aclivities;
Income from continuing apeiations
ftenis non affecing cnshy
Cepreciotion and amastizahon
Deterred income Taxes
Equity eumings ond partnership earnings -
net af dividends ond distributions
ilinatity Inerest
Other

Discontinued apelations
Change in wotking copital items ather than casn
Effect of exchange 10te chonges

Investing Activifies:
Net oraperty, planl and equipment expenditures
Investinents ond advonces
Othe:

Financing Activities:
Common shoses - issyed

- nnrchased ond concelled

Reclassificotion of short term notes payable
Change in lang feim debt
Diwidends

Cosh Provided by (Used in);
Operating ochvities
[nvesling aclivities
Financing activities

Cosh, Interest Bearing Oeposits and Nates Poyable:

Beginning af veai

Dl

Thouserds of dottars

Balonce at Beginning of the Yeor
_N_el_lnwme o
Purchase and Cancellotion of Commen Shares
Di_\{it_ignds

Bolonce at End of 1he Year

1990

S 2665)

15,047
17,296

(1,650}
{4,078)
L
54,10%
{923)
{22.740)
W1

28,111}
(17,900)

(4065
S 150076

W

S 510
(2.783)
90,000
il,442}
(144700

S T8

S 30,603
150,076)
71825
52,552

(53,201

S isa9)

1990

S 108488

25,728
134216
2,382
.40
S 117364

See recomponying summary of significant agcaeary pelices ond nates

3

)__
)

7989
(Re_s_lq@d)

28,193

o

15,075
10,551

822

1,095

95,73
(4,570}

6,47
(1,519

S5 %118

S (18,003;
{2,007}
(2,593}

S (22,603

S s
(156)
7,700

(14,528)

S a6

5 56,118
(22,603)

16,481)
27,051

182,252
S (s3.200)

1989

S 99549
22,622
123,172

154

14,528

S 108,488



Operations

Svmmory of Sigaiticant Accounting Poiicies

Alberta Natural Gas Compoany Utd owns ond operotes, thraugh the Cochrane Extiaction Plant
Parinership, an extaction plant near Cochrene, Alberto, which removes prapane and heavier liquids
{NGL) and ethane from the gus slieom.

The Compony also owns and operates rwa pipeline finsportation facifities:

o} 0914 mm (34 inch} pipeline, from a point near Coleman, Alberta to Kingsgate, ont the British
Columbicldaho bevder, for the sranspartotion of gas awned by Alberto ond Saythem Gos Ca. Lid.
and Westcoost Triansmission Compony lirnited ond o numbe: of interruptible shippers, ond far the
transportation of gos tor Foothills Pipe Lines (South 8.C.) Ltd. ANG clso operotes the pineline
fagdiries owned by Foothilis Pipe Lines (South B.C.} Lrd. locared in southeastern British Columbia.

B) 0324 mm (12 inch) pipeling, from o paim near Wanensville, Aloeito 10 on ail sands 1ecovery focility
owned by Shell Canoda Resouices Limited, for the transpartotion of gos owned by Shell Canodo.

The sule agreements with the purchosers of NGL ond ethane ond the gos transportation contracrs and
operoting ogreement wilh the gas shippers provide for the full recovery of ol aperoting exsenses,
property and income raxes and capitol investment together with o retuin on the unrecuveled
investment. |n oddition, ANG is entitled 10 opproximately 25% of the cumulative net markering profits
arising fram the sole of the NGL by the buyer, Amoca (cnada Petroleum {ompony Ltd.

ANGUS Coemical Compony, o U.S. subsidiary, owns and aperates ninoporaffins praduction locilities
located in the United States and West Germony. The facilities ulilize feedstocks detved fram noturol
ges in the production of nitroporaffins and other derivative products thot ore morketed worldwide.
AXGUS Chemicel, thigugh its subsidiory, ANGUS Fine Chemicals Ltd., olso owns ond operates a fine
themicals production facitiry lacated in Ireland.

ANG Liquids Ltd., a subsidiory of the Company, is engoged in votious aspects of the natural ges and
NGL busiaess in both Canoda ond the Uniled Stares. These otlivihes include marketing ond NGL
fractionoting ond storoge ond hove been canied out :n poitnership viith subsidiories of Palysor Limited.
Eorly in January, 1991, the interest in the fractionotian partnership wos sold cnd the Polysar interest in
the marketing porinerships vos acquited af on appraximete cost of $1,300,000.

The Compony is o postnet with Mognesivi (ateinotianc! (Conada) (td. (AICAN] in o portnership that
owns o magnesium praduction plant located near High River, Albeita. Mognesium Company of Conoda
td., on beholf of the partnership, os its ogent, is responsible for the construction, financing ond
operation of the plant. Construction ond start-ug of the plont wos complete on September 30, 1990
All expenditures to this dote weie copitelized. Since that time, eperoting reverue and current expenses
hove been included in the determination of net income. it hos been more difficult and expensive than
management inifially orficipoted to reach initio} design copacity ong wil! require the continuing
financial commitment of the Compony. Untl commercial success cam be demonstrated, it is not
ieosonahly determinoble whether ol copital casis will be reclizable 1hiough ongoing epesasians. The
Company's net investmend in the panneiship os of December 31, 1990 is $58,7467,000, which
includes amounts advonced by the Company, on beholf of its potner, os discussed in Note 10

KX|



Consolidation

Investmenis

Regulotion

Foreign Currency Tronslotion

Summory of Significant Accounting Policies

The consolidated financiol storements include the occounts of ANG ond its subsidiaries o mojority
interest portnerships os follaws:

S Inteiest
ANGUS Chemical COMPANY ..ottt 100%
ANG UIGUITS L0, 1ottt e 100¢%
ANG PrOCESSING 1T, .ooovooeeceiitee e s 100%
Cachrane Extraction Plant POrership...........c.cccoovvnvereerereceieeieiveens s e 100¢:
Mognesiom Parmership No. 1.....voeiee e e 54%
158149 CON0HE INC. oo e s e 100
ANG Marketing POrEISRID . .....co..ovvuneeriieeerses st 1004

All intercompony occounts end trensactions have heen eliminated upon cansalidation,

The invesiment in Magnesium Portnership No. 1 was accounted for on on equity bosis during 1989,
ot which time the Campany’s shere of the portnership was 50%.

The equity method of accaunting is followed for the fallowing investments:

Interest

Foothills Pipe Lines (SQuIh B.C.Y L. oo e 49%
Internotonal PermRalion INC. ...t nae e,
“Amaco Centre” jcint venture ...... RO

Magnesium Compeny of Coneda Ltd....................

ConStates Energy Partnership.....c.cc..ovvvveerivvrnnne

ConStates Petroleum Morketing Portnership
St. Clair Undergraund Starage Pamnership.............cooovoevoeioceeeeeee e

The Company's interest in CanStates Energy Portnership ond CanStates Petraleum Marketing
Partnership will increase 1o 100% in 1991.

The pipeline facility lacated in British Columbia is subject to the Notioncl Energy Boaid At and 1o
the jurisdiction of the Boord created thereby. This Boord regulates accounting motters, export of gos,
construction and operation of gas pipelines and rotes, tolls ond toriffs charged for such operatians.

The accounts of U.S. ond Insh subsidiories have been transloted into Conadion dollars using the year
end rate of exchange for ull ossers end liobilities and average rates of exchange for the year for
sevenues ond expenses. The cumulative effects of these foreign currency tianslations ore included

in o seporate component of sharehalders” equity.

The accounts of the German subsidiary hove been tronslated into Canadian daliors using the year end
rate of exchenge for oll manetary ossets ond liabilities and the historicol 1ote of exchange for non-
monetory cssels ond liobilities. Revenues ond expenses have been tiansloted ot the exchange rotes
prevoiling on the dote of the transoctions. The cumulative effects of these foreign currency hanslotians
are included in the determination of net income.
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The Company’s Deutsche Muik (D) denominated long term bank loan is translated into Canadian
dollars using the yeor end rote of exchonge. The effect of this foreign currency hanslotion is deferred
and amortized over the term of the bonk foon.

Centain U.S. dollar debt ond foreign currency contrects act os on effective hedge against the foreign
exchonge exposure reloting to U.S. operotions. Exchonge gains or losses associoted with the debt ond
contiacts are included in the separate companent of shoreholders” equity.

Goodwill arose on the acquisition of certain subsidiories, ond represents thar portion of the purchase
price thot was in excess of the fair volue of the net assets ocquited. Goodwill is included in deferred
tharges and is being omantized an a straight line basis over a period of 30 years.

Property, plant and equipment is carried ot ost.

An allowance for funds used during canstiuction is copitalized for plant under consiruction. Any such
allowance recorded is included in other income.

(hemical production facilities ore being deprecioted on a straight-line hasis over the estimoted useful
lives of the osseis. Buildings are deprecioled over 9 ta 25 yeors and equipment is deprecioted over
31015 yeass.

The mognesium production facilities were depreciated using o unit of production method for the fourth
quarter of 1990. Once the fucility reaches initil design capacity o stioight line basis aver o 20 yeor
estimate of the usefu! life of the ussets will e odopted.

Oepreciation is provided on o straight-line basis aver the teim of the service controcts associoted with
the pipefine fucilities and the ferm, to 2012, of the supply contiocts assacinted with the Cochrane
extioction plant.

(hemical and magnesium product inventories ore carried of the lower of cost or morket. The last-in,
first-out (LIFO) methad is used ta accaunt for chemical product inventary cast. inventaries of materials
and supplies are coriied at average cost.

Income taxes oie provided on the tax ollacotion basis for oll income except liquids extraction income
which is subject 1a cast of service contracts. Incame taxes are provided an this souice of incame only
1o the extent thot they hove been included in costs of sesvice under such camiracts.

Project casts are initially recaided as deferred charges pending evaluatian of the piojects. Oeferred
charges applicable to projects which have been terminaled ore expensed.
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Hotes to Consolidated Finonaigl Statements

Tebular amounts shown in 1. Property, Plant and Equipment
thousends of dallars | o T j'—— T T e 1989
Matuial gos processing 5 138817 5 137,943
Chemical 145,987 128,466
Pipeline transport 90,790 86,423
Megnesium 189,238 -
Under Construction 15,612 10,077
550,444 362,909
Less occumulated depreciation 184,304 168,162
Met progerty, plont and equioment 5 356,140 S 194747
2. Investments and Advances
B o 195 1989
feothills Pipe Lines (South 8.C.) Lnd 5 6,334 5 6,296
Faathills Pipe Lines {Yukon) L1d. (preferred shores ot cost) 2.876 2,981
International Permeation Inc. 112 136
Mognesium Partnership No. | - 26,500
ConStates Partnerships 8,980 5,774
Advonces to MICAN 12,950 -
Other 3,057 3,070

S 34309 S 48757

The Compuny and Olympio & York Developments Ltd. are to-owners of the AMOCO CENTRE office
building located in downtown Colgary. The Compeny’s shaie of project development expendityres rotalled
548,725,000 os nt December 31, 1990. The results of operatians heve been included in other income,
and emount fo a loss of $2,726,000 for 1990 {1989 - loss of 52,487,000;.

Lang term financing was airanged in September, 1990. The Compony's shore of this liobility is
545,000,000 ond security pledged is reshicted ta its shaie of the praject development. This loon wos
converted to 11.S. dollors in October, 1990 and the {ompony considers this conversion on effeclive
hedge ogoinst foreign exchange exposure reloted 1o its investment in LS. subsidiaries.

3. Deferred Charges

1950 1989
Unomerhzed goodwill 5 17,593 S 18,266
Unomartized debt expense 445 607
Projectcosts 1137 31,345

SOOBIB S 1028
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4. Shareholders’ Equity

The oushatized share capitol consists af aa unlimited number of preference shares, hoving such rignts
and privileges otached Yo them os 1he Direciars moy by resolution determine, and an yntimied
number of common shores.

In accordonce with the provisions of a Senior Management Stock Option Plon, 1,140,000 comman
shares were reserved for issuence under the Plon. Options have been mode ovolloble on 814,300
shares ot prices ranging from $7.55 10 $16.77 per shore. As of December 31, 1990, substortiolly oll
of the options hove been exercised in the amouns of $8,613,620 (1989 - $8,093,750). Of these
amounts, $4,006,000 (1989 - 5,765,000} is included in accounts receivoble. A cumylutive toto! of
522,883 {1989 - 345,300) commen shares hove been purchgsed by the Compony ot morket prices
and cancelled in accordance with provisions of the Plon.

5. Long Term Debt

Veor Issued ~ Motuiity 1990 1989
Bank loon 12.55% 0 12.67%  1989/90 2000 S 102750 S -
Debentures 10 1/8% - unsecured 1986 1993 60,000 60,000
Revenue Bonds 6 3/4":

(513,008,000 U.5) 1978/79 2004 /08 15,093 15,081
Deutscne Mark Bank Loon 7.75%

(14,000,000 D#) 1989 1996 10,854 9,597
Notes poyable 90,000 -
Other 1985/87 1992 4,482 6,384

283,179 71,042

Less cmounts due within ene yeor 2,065 L LI97

S w1114 S 89,245

The bonk loan was used to finance the conshuction of the mognesium production focility and recourse
to the lender is restricted to these focilities. Interest rote exchenge agreements are in ploce for
75,000,000 of the loon which tixes the interest ate ot 11.42% plus slamping fee ond come due
bety:een 1994 ond 1999. Repoyments are not due on this loon until 1993, ot which time semi-annual
poyments will commence. The Government of Atberte hos provided o loan guorantee in suppoit of

this fingncing.

The Compony’s available bonk lines of credit totol $120,000,000, which was utilized o support
commerciol paper borrowings os ot December 31, 1990. Upon diawdown, the loons bear interest at
prevailing morket rotes and ore unsecured.

At December 31, 1990, notes poyable amounting to $97,000,000 were outstanding pursuant 1o ¢
Canodicn commercial poper progiom cf interest rotes which everoged 13.01% during 1990 (1989 -
12.01%) ond 12.33% ot the end of 1990 (1989 - 12.35%). 0f this omount $90,000,000 hes been
classified os long term debt os it is nat expected to be retired and is supported by cammitted lang teim
bonk lines of credin.
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Interest 1ale ond currency exchange agreements have been miade for 525,660,000 for o period of

3 years commencing May 4, 1990. This transaction ncts os an effective hedge uguinst the Company’s

investment in U.S. operaticns, The effective inferest 1cte, far 1990, an short-term borrowing resulting

from these interest rate exchange agreements is 11.805%.

Repayment requirements for other long term debt are $1,780,000 U.S. for 1991 and subsequent years.

The dekentures, revenue bonds ond DA bonk Ican have no repayment requitements before matwrity.

4. Income Taxes

The pravision for incame toxes varies fiom the omount that would ke camputed by applying current

federal cnd provincinl income tax rates for the recsons shown in the following toble:

Income from <ontinuing operations

Add (deduar):

Liquids exnaction acfiities not subjec!
to 10x allocotion

Equity earnings

Amortizatian of the cost of assets
acquired in excess of book volue

Minority interest

Income subect 1o 1ox ollocation

Expected provision for income toxes ot 43.4°;
(1989 - 43.5%)

Add (deduct) cdjustments to income toxes:
Monufocturing and pracessing profits deduction
Fareign tnx credits
Tox 1elief avoilable to foreign subsidiory
Losses of foreign subsidiories for which no

cutrent benefit is provided
Higher effective tox rote of foteign subsidiories
‘Withholding toxes ap foreign income
Other _

Actuol provision for income toxes

Inclded in incame taxes poyable in 1990 is $14,000,000 of cunient ceferred toxes.

1950

S 39647

(10.077]
9

2,101
1078
S 34828

S 15,185

(39)
(2,899
(703)

(35)
1090
o
13,133
394

S s

1989
(Restoted)
S 44377

(8,580}
91

2,255

S 39,081
S 17,000

{397}
(2,786)
{803

1,981
719
(738}
377
15,395
8
S 18184

The Compeny onficipates thot ofl foreign earnings will be reinvested by its foreign subsidiories on on

ongoing bosis. As a result, during 1989, moncgement mode the decision 1o reverse ifs peovision for

withholding laxes on fareign incame.
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7. Segmented Information

aj Financial inforniotien by industry segmient:

ANG Annya! Repan

" NowolGos  Pipeline

190 Piocessing  Transporr Chemicol  Moguesium Other Eluninations Total
Opelofing revenye 163139 3,278 153,79 589 41460 12,857y 377,405
Deprecichon and amortization expense 3,043 1,677 9.832 330 160 - 15,042
Operofing inccme 35,356 4,462 26,991 {5791 {6,426) - 54592
dentifiatle ossets 99,157 41,308 211,310 195,519 60,361 - 607,655
Capitol expenditures 621 6,99 11,661 8833 - - 28111
1989 o o
Operatig tevenve 153,751 29,904 144,497 - 49,041 [13,043) 366,150
Depreciation ond omodization expense 3,029 2,240 9,514 - 792 - 15,075
Operoting income 32,549 3,983 27915 - {4,180) - 60,287
{denrifioble ossets 100,165 35,903 187,223 26,500 36,357 - 386,148
(cpitol expenditures ) 1,124 6,685 1094 - - - 18.003
b)Y Financiel information by geogrophic segment;

- Europeon
1990 o (onodn United States  Commiunity Torel
Opercling revenue 223,609 76.503 77,293 377,405
Operoling income 27,601 19.920 1.0M1 54,592
Tolol identitioble assels 386,954 121,607 99,094 607,655
1989 L ' e
Operating 1evenua 119,653 78.3%7 68,100 366,150
Gperofing income 32,352 25,254 7,681 40,287
Totnl identficble ossels 191,213 118,123 76.812 386,148
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8. Relared Parly Transactions

Alberto and Sauthem Gas Co. Ld. and Pocific Gos Transmissian Compony are wholly-awned sutsidiaries
of Pacific Gas and Electric Compony. Pocilic Gos Tionsmission Company, in turn, owned 49.4% of the
outstanding capital stock of the Campany ot December 31, 1990,

Significant wransactions with these and other related porties were o5 tallows:

1990 1989

{0} Net charges far peisonnel ond reloted

ndministiative costs from:

Alberta and Southern 11,210 9,539

Pecific Gos Tiansmission __wm 325
{b) Charges for liguids extiaclion

feedstock ond fuel purchased

from Atbertc and Sauthern - 63,183 ~ 60,790
{¢) Net chaige for transpadation of gos ta:

Alberta ond Soulhern 12,565 il,829

Foothills (South B.C.) o 1,865 1,547
{d) Net chorges for gos sales to

Albera and Sauthera o 11,068 12,493
{e) Net charges far gos purchoses and

sales fromn CanStates Gos Matketing __Llog 1,270
(f)y Amounts outstonding at December 31:

Payable fo:

Alkerta ond Southen 1,320 7,709

Pocilic Gos Transmissicn 0 49

Reeivoble from:

Mbeito ond Sauthein 1247 3,662

toothills (South B.C.) 1,732 569

Moncgement - ANGUS Chemical -0 926

9. Pension Plan

ANG ond its subsidiaries maintain defined berefit pensian plans for substantially oll of their esnployees.
Information telating to the plans, or o consolidoted bosis, 1s provided below:

- 1990 1989
Actuarial present volue of occumuloted pension benefiss 14,144 11,376
Market volue of pension fund ossels ) 11,933 9,032

The mnojority of the unfunded pension obl'qotion relutes fo the Germen operction.
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10. Acquisition

In Augus! of 1990 the Compony increased it interest in Magnesium Partnership Ne. 1 10 54 from
s oniginal 50% portigipation. To ollow the mognesium project to proteed, the Company hos been
odvonding its poriness share ot pragect equity requirements since July, 1990, Puisuont 1o the
porinesship agieemeny, these amaunis are repoyable with intetest. As well, the rantiibuting pornet
hias the right 1a convert these advandes, including interest oc<iued, inta additiona! partnesship intetes).
The Campany exercised this sight in August, 1990 by canverting advances, amaunting ta $2,750,000
pius aecrued interest, inta on addirionai 4° interest in the partnership. Ongaing odvonces hove heen
made by the Campany, an behalf of its partnes, omaunting ta $12,950,000 al Oecembes 31, 1990
ond hove heen recorced as an odvonce.

The acceunts of Magnesium Partnership Na. 1, of dote of acquisition of contral, ore summarized as
follows:

Cosh and warking capital ) 444

Property, plont ond equipment 180,404

Long-term debt B {102,750
5 78,300

Net Equity

Alberta Natural Gos Company Lid S 39,150

BICEN (including odvances mode by 84G) N 39,150
5 78,300

11. Discontinued Qperotions

In December, 1988, the detision wos mode ta curtall the opesation of the erythiomycin production
facility locored in Californio. The plant wos reduced 10 o pilat phase which conceniroted on o process
development effort. During the first quaiter of 1989, the process develapmens effart wos gbandoned
ond in the second quorter of 1990 the facility wos sold. Net disposol proceeds, tevenues and expenses
gssaciated with this facility are included os discontinued epetations ond amoun! 1 income of
$713,000, net of rox of $367,000 for 1990 ond o loss of 53,397,000, net of tax ol $2,243,000
101 1989 AN 1989 amaunts, including those recarded a5 an extropidinary item in 1989 hove heen
teclassilied to Discantinued Opesatians.

late in 1990, the Company mode the deciston ta sell its 24 interest in the Maryswile Fractionation
Portnership. The partnership inferest was sold in fanuary 1991, Net dispasol proceeds and clf equiry
losses have been recorded os discontinued aperations and omount 10 a loss of $1,634,000, net of
tox of $843,000, for 1990 and o loss of $398,000, net of tax of $205,000, far 1989. &ll 1989
nmaunts hove been reclossified to Biscontinued Operafiens.

Buring 1989, international Permealion In¢. {IP1) made the decision to write off its investment in
deferred 1eseorch and development expenditures due la the continuing economic uncestainty
sutrounding the markeds for its products. As a result, the Campany wrate down its investment in IPI
in the omoun of $775,000. This amount wos recerded os an extroordingry item in 1989 and has
been reclossified to Discontinued Operations for 1990.
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1965 1984 1983 1o 1981 Hotes:

Accounts of Mognesium Portnership No. 1 hove been consolidoted since

S 1806 S 309200 S 290,257 S 214418 S 130,904 August, 1990.
54,345 52,661 48,251 29,597 22,239
24 948 24178 22779 16,004 13 800 Certain comporable figures for piior years hove been reclossified to conform
74 948 24,178 22.779 16,004 18,800 with the financiol stotement presentation adopted for 1990. Prior 10 1989,
‘ 40153 301 044 7903 ) 262 363 128,385 all extinordinary items hove teen reclossified os discontinued ogerarions.
- o 1988 earniags ger share figures reflec! the effect of the May, 1988
5,714 45,787 94,687 69,102 13,083 Rights Offeiing.
i;:;; g;;?; gg?:i g;g;z ]”53 Shore infermation hos been odjusted 1o give 1eticortive effect 1o the
1,549 36 882 0116 34591 23209 thiee-for-one stock spht on Moy 18, 1984,
124 584 107,549 90,635 72,282 65,171 Accounts of ANGUS Chemicol Compnny hove been consolidoted since July, 1982.
301,325 262,114 248,148 235,875 119,218
— U {lasing price - Voluotion Date, December 22, 1971 -$1.33.
45,805 43,158 46,629 36,285 26,014
27,801 10,243 13,875 40,982 22,569
4] 358 (2,373 {2,373 {2,373
¢l 276 2,054 - -
L !Q,‘JII 10,234 7932 ) 7,_873 5,744
137 1.32 1.77 0.89 1.05
1.5 1.32 1.77 0.89 1.05
FAY| 2.36 2.59 203 1.45
(.60 0.56 0.44 0.44 0.33
18223 18,236 18,163 17,892 17,892
18,174 18,257 17,581 17,892 17,892
4.84 5.90 499 4.04 3.64
16.25 14.50 .67 217 10.33
1275 500 71.25 7.08 633
) 15.87 1375 867 750 817
21.51% 24.40% 17.96% 23.29% 32.00%
B.36" §.48% 9.41% 5.01% 17.72%
43.70% 42.33% 34.82% 43.19% 31.77%
178% 4.07% 5.07% 5.87% 3.60%
0.7l 0.7:1 0.9 1.4:] 0.5
39 1.32 598 4.71 12.71
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