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Incorporated in 1950, ANG has grown from its inception as a 
pipeli~e company into a strong international corporation with 
significavtt operations in both hyHrocarbalzs and chemicals. 

The Company owns and operates pipelines in Alberta and British Columbia and is 

currently participating in a major pipeline expansion project m serve markets in California and 

the United States Pacific Northwest. ANG also owns and operates a natural gas processing plant 

located at Cochrane, Alberta, and is involved in the marketing of natural gas and nahld gas 

liquids fNGL) in Canada and the United States. 

ANG's international chemicals business is focnsed on the production and market 

ing of nitroparaffins and their derivatives, and fine chemicals. This business is operated by 

ANGUS Chemical Company, a wholly-owned subsidiary, and its 100% subsidiary ANGUS Fine 

Chemicals Ltd 

As of December 31, 1991, Pacific Gas Transmission Company (PGT), a US. feder- 

ally-regulated pipeline company, owned 49.98% of the issued and outstanding common shares 

of ANG. In turn, PGT is owned 100% by Pacific Gas and Electric Company (PGBtE), a major 

investor-owned utility based in San Francisco, Califor~a. 

In September 1991, PG&E and TransCanada PipeLines Limited (TransCanada) 

signed a Letter of Intent which could lead to TransCanada's purchase of PGT, including its 

49.98% interest in ANG. ANG's Board of Directors has appointed a special committee of direc- 

tors to represent shareholder interests with respect to the proposed acquisition. 

The balance of the shares of ANG are held predominantly by Canadian institutions 

and individuais. ANG's common shares are listed on the Toronto, Montreal, Vancouver and 

Alberta Exchanges and trade under the symbok ANG. 



was the most difficult year in ANG's history. The 

decision to  cease funding the magnesium project and 

shutdown of the facility, the tragic fire and explosion at the 

ANGUS Chemical plant, and the major operating losses at 

ANGUS Fine Chemicals significantly affected our Company. 

Although there was improvemcnt in the fourth quarter ,  these evcnts negatively 

impacted our  financial results. Income from continuing operations was $0.34 per share, down 

from $1.39 per share in 1990. The  net loss after discontinued operations and extraordinary items 

was $2.12 per share, compared t o  net income o f  $1.21 per share the previous year. 

In assessing future husiness opportunities, wc have conccntrated on our  strengths. 

We are looking forward to a future based predominantly on utilizing our  expertise in the natural 

gas transmission, extraction and marketing businesses, as  well as  ou r  nitroparaffins business. 

We have advanced o r  identified opportunities for growth which have the potential 

t o  double our  asset base by 1996.  In our  hydrocarbons business, we  are  confidcnr tha t  ou r  

pipeline expansion project will proceed toward start u p  in November 1993. The  pipeline project 

offers additional business opportunities through potential expansion of ou r  Cochrane extraction 

plant. Another opportunity is the proposcd cogeneration plant on our  British Columbia pipeline. 

This project would use waste heat  from our  existing a n d  expanded pipeline facilities in the 

production of electricity. 

In our  chemicals business, the  fast track rebuilding of o u r  ANGUS Chcniical 

nitroparaffins plant a t  Sterlington, 1,ouisiana will help us retain markets and build future growth 

from a new plant q u i p p e d  with processing improvcments. We c(~nt inue  to be disappoinied by 

the performance of ou r  fine chemicals husiness in Ireland. During 1992, a key priority will be to 

determine ways to maximize the value of ANGUS Fine Chemicals. W e  have retained an  invest- 

ment advisor to assist us with this undertaking. 

l!!!?! ] O n  September 5, 1991, PG&E announced that  it had signed a 1.cttcr of 

Intent to sell PGT t o  TransCanada.  Thc proposed sale would include PGT's 49.98% intcrcst in 

ANG. O u r  Board of Directors appointed a special committee of directors t o  rcprcsenr your 



Norlnall E Wogner 

Chairman, President and 

Chief Executive Offtcer 

interests with respect t o  the proposed acquisition. At the time 

of writing, negotiations between PG&E a n d  TransCanada 

were continuing. 

of the ANGUS Chemical plant  a t  Sterlington, and in all of 

o u r  o p e r a t i o n s ,  w e  c o n t i n u e  to d e d i c a t e  o u r s e l v e s  to 

environmental  protection a n d  the  health a n d  safety of our  

employees. W e  are  working t o  improve our  knowledge and 

practices, a n d  t o  communicate this t o  ou r  staff, o u r  customers a n d  t o  the  community.  W e  

a r e  deve lop ing  a n d  ma in ta in ing  in t e rna l  sys tems of review a n d  c o n t r o l  t o  e n s u r e  o u r  

o p e r a t i o n s  mee t  o r  exceed  a l l  s a fe ty  a n d  e n v i r o n m e n t a l  p r o t e c t i o n  r e q u i r e m e n t s .  A 

discussion of the  major environmental  initiatives launched in 1991 is included o n  page 27. 

The  explosion a t  Sterlington will be remembered with great sadness due  t o  the 

loss of life and injury. It will also be remembered for the commitment and compassion shown 

by p lan t  employees a n d  the  nearby communi ty .  In the  af termath ,  it w a s  their  spiri t  a n d  

dedication that  protected this business and helped mitigate market loss. Within a short  period of 

time, shipping of product t o  ou r  customers resumcd. Thc undamaged derivatives facility was 

brought back into operation within three weeks. By month-end, key contractors had been 

authorized t o  commence a fast track rebuild which reduced the construction schedule by as  

much as  one year. These actions, ongoing comniunication with our  customers, and procurement 

of alternate nitromethane supplies are  some of the examples of ou r  employees' commitment. 

In the hydrocarbons business, our  employees turned opportunities into advantages 

in 1991. Equipment was developed and installed a t  the Cochrane extraction plant t o  reduce 

power consumption which, in turn, lowers electrical costs. At the Crowsnest compressor station 

o n  our  British Columbia pipeline, we installed a more efficient compressor and related equipment 

which enhanced operational integrity and added value. An intensive examination of the pipeline 

t o  check wall thickness and overall integrity showed it to be in very good condition. Monitoring 



of our pipeline operations is an ongoing process which we consider extremely important for 

maintaining safe and reliable transportation service. We commend all of our employees for the 

professionalism, dedication and technical expertise shown during 1991. 

In 1991, we welcomed Stephen P. Reynolds, President and Chief Executive Officer 

of PCT to our Board of Directors. Regretfully, we received the resignations of Donald 

McMorland, President and Chief Executive Officer of Alberta and Southern Gas Co. Ltd., and 

George A. Maneatis, who retired as President of PG&E. We would like to express our apprecia- 

tion to Mr. McMorland and Mr. Maneatis for their valued contributions. 

1991 has been recorded in our history books. All of our resources are directed 

toward improved performance in 1992 and beyond. 

Norman E. Wagner 

Chairman, President and Cbkf Execat i~v Officer 
February 2 1 ,  1992 





lberta Natural Gas Company Ltd (ANG) recorded consol- 

idated income from continuing operations for the year 

ended December 31, 1991 of $7.2 million on revenue of 

$481.0 million or $0.34 per share. The comparable results 

for 1990 were $29.5 million on revenue of $376.8 million 

or $1.39 per share. 

The decline is mainly attributable to 

results in the chemicals business which were 

impacted by the Srerlington plant explosion 

and the performance of the fine chemicals 

business in Ireland. Income from the hydro- 

carbons business remained consistently strong 

in 1991. A detailed analysis of operating 

income from the hydrocarbons and chemicals 

businesses is provided on pages 1 1 - 19. 

The hydrocarbons business 

contributed $41.9 million t o  operating 

income compared to $4 1.7 million in 1990. 

The continued strong performance of the 

hydrocarbons husiness provides ANG with a 

solid financial base. Growth and stability are 

dependent on a solid cost of service founda- 

tion, and in 1991 management continued its 

ongoing capital programs t o  maintain and 

improve the operational efficiencies of its 

existing facilities. Substantial growth 

potential is being actively pursued through 

development of three major projects: a 

pipeline expansion, expansion of the 

Cochrane extraction plant, and a joint 

venture cogeneration project. These projects 

are profiled on pages 21-23. 

Operating income from nitroparaf- 

fins, before deducting a n  unusual item of 

$7.4 million, was $19.3 million in 1991 

compared to $26.8 million in 1990. Income 

was affected by lower sales resulting from the 

Swrlingron explosion, however, the decline 

was  substantially offset hy business 

interruption insurance. Increased selling, 

administration and research costs also 

contributed t o  the reduction in operating 

income. The unusual item of $7.4 million 

resulted from unabsorbed plant costs a t  

Sterlington. Due t o  the interruption of 

nitroparaffin production in 1991, certain 

fixed production costs were expensed as  

incurred. Under normal operating condi- 

tions, these costs would form part  of product 

Inventory costs. 



The Sterlington plant is expected to 

begin partial production in the first quarter 

of 1992 and achieve full production by mid- 

year. Rebuilding of the plant includes certain 

processing modifications which are expected 

to improve operating efficiencies. Property, 

liability and business interruption insurance 

coverage is in place to mitigate much of the 

financial impact of the incident. As of 

December 31, 1991, more than $80.0 million 

(U.S.) in advances and partial settlements 

had been received from the insurers. Final 

Income Summary 
(in millions) 

Hydrocarbons"" 

Operating revenue 
Operating expense 

Chemicals 
Operating revenue 

Operating expense 

Research and development 

Corporate expenses 

Operating income before unusual item 

Unusual item - unabsorbed plant costs 

Operating income 

Other income 

Interest expense 
Provision for income taxes 

Income from continuing operations 

Discontinued operations 
Extraordinary items 

Net (loss) income 

" Restated in 1991. 

insurance settlement is expected in the 

second half of 1992. 

Operating income from the fine 

chemicals business declined $8.1 million in 

1991 from the previous year. This was 

mainly due t o  reduced business from a major 

customer. Management has retained an 

investment advisor to assist in determining 

ways to maximize the value of the fine 

chemical business. 

Discontinued operations for 1991, 

which amounted t o  a loss of $49.3 million 

" "  Effective Februaq 1991, the N G L  and naturalgar marketing operations o f  the CanStater group were consolidated 
and included in hydrocarbons due to A N G  acquiring the remaining 50% interest in CanStates. Previously, ConStntes' 
rerultr were recorded by the equity accounting method and included in other income. 



net of tax, o r  $2.34 per share, mainly 

reflect the decision in April 1991 t o  discon- 

tinue ANG's participation in the magnesium 

project a t  High River, Alberta. In the first 

quarter of 1991, ANG recorded a write down 

of $63.8 million o r  $3.02 per share. This 

charge was a conservative estimate relating 

to the magnesium project and its estimated 

shutdown costs. At year end, the after tax 

loss from discontinued operations resulting 

from the magnesium operation was $12.6 

million lower than the first quarter estimate. 

Further explanation on  the magnesium 

project is provided on page 27. 

Extraordinary items, which amounted 

to a net after tax loss of $2.5 million, o r  $0.12 

per share, primarily reflect the nonrecurring 

consequences t o  A N C  of the Sterlington explo- 

sion. Based upon the proceeds received t o  year 

end, which management has allocated t o  the 

property damage claim, a net of tax gain of 

$2.5 million was recorded. A $5.0 million net 

of tax charge offsets this gain and represents 

nonreimbursed expenses and insurance 

deductibles relating t o  the explosion. A further 

gain is expected in 1992 as insurance proceeds 

are received. Additional commentary on 

extraordinary items is provided in Note 12 t o  

the Consolidated Financial Statements. 

The  consolidated net loss was 

$44.6 million o r  $2.12 per share for the year 

ended December 3 1, 1991. In 1990, consoli- 

dated net income totalled $25.7 million o r  

$1.21 per share. 
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Opera t ing  income for  Ah1 NGL demand varies 

the hydrocarbons business in according to current price and 

1991 remained s tab le .  Th i s  other factors, such as seasonal 

stability underl ines the  solid 114 temperature variations. The 

financial base of ANG's tradi- following are common end uses. 

tional business. Propane is used for heating, 

The hydrocarbons busi- crop drying and automotive fuel. 

ness includes ANG's natural gas processing Butanes and condensates are used in the 

business, pipeline investments in British manufacture of gasoline. Condensates are 

Columbia and Alberta, and marketing of also used as diluents for transporting heavy 

natural gas and natural gas liquids (NGL). oil through pipelines and as buffers between 

sh i~ments  of hvdrocarbons. In addition, all 

Natural gas processing at the Cochrane 

extraction plant is the largest contributor to 

operating results within the hydrocarbons 

business. The plant generated operating 

income of $32.0 million on revenue of 

$152.1 million during 1991, compared to 

$35.3 million operating income on revenue 

of $163.1 million in 1990. 

NGL, ethane and carbon dioxide are 

extracted from natural gas made available 

t o  the Cochrane  p lan t  by - 
natural gas shippers. NGL 

are a range of hydrocarbons 

such as propane, butane and 

condensates or pentanes plus. I 

NGL serve as feedstock for a wide variety of 

petrochemical processes. 

The natural gas processing business 

is driven by two major cost of service based 

extract io~~ agreements, one for each of NGL 

and ethane. The cost of service component of 

these agreements provides for the full 

recovery of current operating expenses and 

an after tax return on the investment base. 

The investment base is recovered over the life 

of the agreements through a deprcciation 

7 charge. As a result, return on 

the investment base declines 

as the asset is depreciated. 

1 This decline may eventually 

be offset by addlt~onal 

NEAL GAS & NGL Muxmm 

NATURAL GAS PRCCEIIINC 



investments which may be required to 

continue to meet the service obligations. 

ANG's average rate base in the natural gas 

processing business was $70.0 million in 

1991 and $75.0 million in 1990. In both 

years, ANG earned a 13.2% average return 

on rate base. 

In addition to the cost of service 

income, the NGL extraction agreement, in 

conjunction with a related profit sharing 

arrangement, provides for participation in the 

cumulative net marketing profits generated by 

the sale of propane, butane and condensates. 

Cochrane Plant Volumes 
(average per day) 1991 1990 1989 

NCL (Cubic metres) 2 381 2 374 2 593 
(Barrels) 14,973 14,933 16,307 

Ethane (Cubic metres) 6 490 6 371 6 203 
(Barrels) 40.8 16 40,068 39.01 0 

The NGL operating income in 1991 

was $12.0 million compared to $15.4 million 

in 1990. Average unit prices for NGL were 

general ly  higher  in 1991 t h an  in 1990.  

Production volumes a t  the 

p lan t  remained  s tab le ,  

however ,  sales  vo lumes  

d o w n s t r c a m  of t he  p lan t  

were  subs tan t ia l ly  l ower  

ERATlF 
(millions of dollars) 

particularly in the last quarter of 1991. These 

reduced sales were primarily due to moderate 

weather conditions which lowered the 

demand for propane. Unsold volumes of 

propane are held in storage for future sale. 

The higher average unit prices partially offset 

the lower sales volumes. Ethane operating 

income remained stable a t  $19.7 million in 

1991 compared to $19.3 million in 1990. 

ANG is committed to maintaining a 

reliable and efficient cost of service business. 

In 1991, new investment a t  the Cochrane 

plant totalled $7.0 million, including 

$5.7 million for energy savings modifica- 

tions. Installation of three heat exchangers 

and modifications t o  compressors reduced 

power consumption at  the plant and, in 

turn, lowered electrical costs. 

In the near term, income for the 

natural gas processing operation will be 

affected by the current volatility in natural 

gas prices and industry supplyldemand 

imbalance. The California Public Utilities 

Commission has made rulings 

designed to open the Alberta- 

California pipeline system to  

allow access to a greater 

number of natural gas 



shippers. If implemented in its current form, 

these rulings are not  expected t o  affect the 

natural gas volumes processed at  the 

Cochrane plant. A N G  may, however, have 

to negotiate new processing arrangements 

which may impact the profitability of 

natural gas processing in ANG's hydrocar- 

bons business. Management is unable t o  

predict the extent, if any, of such impact. 

-1 TIN success of ANG'S 

pipeline business depends on providing a 

reliable and cost effective natural gas 

transportation service. Pipeline investments 

are located in southeastern British Columbia 

and northern Alberta. 

The British Columbia pipeline is a 

vital link in the Alberta-California pipeline 

system and exports more natural gas than 

any other system in Canada. The British 

Columbia pipeline operation and the related 

cost of service transportation agreements are 

subject to the jurisdiction of the National 

Energy Board (NEB). 

ANG's Peace River, Alberta pipeline 

is dedicated primarily to the delivery of 

natural gas for Shell Canada Limited, to its 

heavy oil recovery project. The related 

contract provides a cost of service based tariff 

to the year 2016. 

ANG has an additional pipeline 

investment through a 4 9 %  common share 

ownership in Foothills Pipe Lines (South B.C.) 

Ltd. Facilities owned by Foothills Pipe Lines 

(South B.C.) parallel about half of ANG's 

pipeline in southeastern British Columbia. 

Income from this investment is recorded using 

the equity method of accounting. 

Until June 30, 1991, ANG recovered 

its monthly cost of service from its British 

Columbia pipeline from each firm shipper in 

proportion t o  their daily contract quantities. 

Effective July 1, 1991, the NEB approved a 

new tolling method which permits ANG to 

recover fixed costs through a demand charge 

based on shipper contract quantities. The 

demand charge includes all reasonable and 

necessary operating and maintenance 

expenses, depreciation and amortization, 

income and other taxes, and a return on 

rate base. Variable costs, which include fuel 

related taxes, are recovered through a 

commodity charge based on shipper through- 

put. This tolling method provides A N G  with 

the same revenue as under the previous 

method, but reflects each shipper's actual use 

of the pipeline. 

Effective October 1, 1991, A N G  

amended the method for determining depreci- 

ation charges. Previously, depreciation was 

calculated using the remaining volumes in the 

major export licenses as the measure of useful 

life. The depreciation charge is now calculat- 

ed on the estimated useful life of the aswts. 

The change has n o  material effect on ANG's 

operating income. 



Operating income contributed by 

pipeline operations amounted to $5.1 million 

on revenue of $32.3 million for 1991, 

compared to $4.5 million on revenue of 

$31.3 million for 1990. The 1991 increase in 

revenue and operating income over 1990 is 

the result of a growing investment base. ANG 

had an average rate base of $37.5 million for 

pipelines in 1991 and $32.2 million in 1990. 

In both years, ANG earned an average return 

on rate base of 12.2%. 

Management does not expect the 

recent California Public Utilities Commission 

rulings to affect ANG's income from pipeline 

transportation. Discussion of this issue, and 

its impact on the natural gas processing 

business is contained on pages 12-13, 

Maintaining and improving the 

consistent performance of the pipeline 

business requires ongoing capital investments. 

Capital improvements in 1991 totalled 

$16.4 million compared to $7.0 million for 

1990. ANG has a program, approved by the 

NEB, for further capital additions amounting 

to approximately $21.0 million during 1992 

and into 1993. These projects will increase 

operating income in 1992 and beyond, as a 

result of an increased rate base. These plans 

include a compressor replacement program 

to improve operating efficiency of the British 

Columbia pipeline. One compressor unit 

was installed and began operating in 1991. 

The cost was $11.7 million. A second 

compressor unit is to be installed by the third 

quarter of 1992 at an approximate cost of 

$13.0 million. 

Pipeline Volumes 
(average per day) 1991 1990 1989 

For export at Kingsgate: 
(Millions of cuhic metres) 38.6 39.8 38.9 
(Millions of cuhic feet) 1,362 1,406 1,374 

Peace River: 
(Millions of cubic metres) 0.7 0.7 0.5 
(Millions of cubic feet) 23 23 18 

natural gas marketing husiness is organized as 

two divisions: ANG Gas Marketing, focusing 

on Western Canada, and CanStates Gas 

N A T U R A L  G A S  A N D  
N G L  M A R K E T I N G  

Marketing, which primarily targets the 

ANG's 

eastern North American markets. In addition, 

NGL are marketed by CanStates Energy and 

CanStates Petroleum Marketing. 

Effective February 1991, ANG 

acquired 100% ownership of CanStates 

Energy partnership and CanStates Petroleum 

Marketing partnership. Previously, ANG held 

a 50% interest in these entities, and CanStates' 

income was recorded using the equity method 

of accounting. ANG also increased its owner- 

ship in CanStates Gas Marketing partnership 

to 66.67%. A major portion of the increase in 

revenue and expenses recorded in 1991 in the 

hydrocarbons business was due to an increase 

in ownership of the CanStates group and the 

resulting consolidation of these accounts. 



ANG's natural gas marketing 

business had an excellent year in 1991. Sales 

volumes of CanStates Gas Marketing 

increased by 140% compared to 1990 levels. 

Further sales increases are expected in 1992 

due to a full year of natural gas delivery under 

at least one significant export contract. NEB 

approval is expected in 1992 on a second 

export contract. In the domestic market, 

natural gas sales volumes by ANG Gas 

Marketing remained stable providing a sound 

marketing base. 

In November 1991, CanStates Gas 

Marketing commenced natural gas deliveries 

under its first major export project. The daily 

volume of 48.4 million cubic feet per day is 

purchased under long term contracts from 

producers in Alberta and Saskatchewan and 

sold to Transcontinental Energy Marketing 

Co. (TEMCO) at Niagara Falls, Ontario. 

CanStates' field price for gas purchased from 

producers will vary monthly to reflect the 

value of gas in TEMCO's markets in New 

York State and along the Atlantic Seaboard. 

In December 1991, CanStates Gas 

Marketing, together with Esso and TEMCO, 

filed an application with the NEB for the 

transfer of an export licence to CanStates 

Gas Marketing. The transfer of the export 

licence will enable CanStates Gas Marketing 

to supply up to an additional 75 million 

cubic feet of gas per day to TEMCO at 

Niagara Falls. Supplies purchased by 

TEMCO under this second contract will 

serve northeastern US.  natural gas utilities. 

The contracts initiated in 1991 

were an important step towards further 

development of ANG's domestic and 

export natural gas marketing business. 

ANG Gas Marketing and CanStates Gas 

Marketing will continue to  aggressively 

pursue new marketing opportunities. 

During 1991, sales of NGL were 

reduced due to the loss of a major market at 

Sarnia, Ontario. Efforts are being directed 

towards developing new NGL markets. 
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1991 operating income in producrs, fuels, specialty 

the chemicals business declined to explosives and solid propellants, 

$1 1.4 million compared to 1990 and more. 

operating income of $27.0 million. On May 1, 1991, a 

Operating revenue declined in  major fire and explosion at the 

1991 t o  $128.6 mi l l ion  f rom Sterlington, Louisiana location 

$1 53.8 million in 1990. caused substantial damage to the 

The chemicals business i s  operated basic nitroparaffins production facility. With 

by ANGUS Chemical Company a wholly- 

owned subsidiary of ANG with head offices 

in Northbrook, Illinois. The properties of 

ANGUS Chemical include the following: 

nitroparaffin and nitroparaffin derivatives 

production facilities at Sterlington, Louisiana; 

a technical centre located at Northbrook, 

specializing in new research applications; 

nirroparaffin derivativcs production 

facilities a t  Ibbenbueren, Germany; and a 

fine chemicals plant at Ringaskiddy, County 

Cork, Ireland. 

regret, eight employees of IMC Fertilizer, 

Inc., the operator of the facility, died in the 

incident. Management focused i t s  immediate 

attention on assisring the families and 

communiry, and mitigating the effects of the 

incident on the marketplace. 

The town of Sterlington and the 

surrounding community supported ANGUS 

Chemical in its decision to rebuild the facili- 

ties. Plant reconstruction will continue in 

1992 and i s  expected to restore 70% of 1990 

basic nirroparaffin production volumes 

during the first quarter of 1992. Full produc- 

N i t r o p a r a f f i n s  tion capability i s  scheduled to be achieved by 

and derivatives produced by ANGUS the middle of 1992. 

Chemical are used in  many r applications: pharmaceutical 

inrermediares, printing inks, 

dispersants for pa in t  p ig-  I 
ments, biocides i n  cut t ing  

fluids and personal care I 

1 Inventories of basic 

nitroparaffins, supplemented 

I by supplies purchased from 

I alternatc sources, have 

allowed the n~troparaffm 

der~vat~ves fac~lmes to 

NlnOP~R*rfms 

Frm Cnwrrrs 



operate during reconstruction. These invento- 

ries and alternate supplies have not been 

sufficient to continue deliveries to 

nitromethane customers. Nitromethane 

derivatives continue to be allocated to 

customers based generally on 1990 sales. 

Deliveries of certain other nitroparaffins and 

nitroparaffin derivatives also had to be allo- 

cated to some extent. At this time, 

management is unable to estimate the extent 

of loss of demand, i f  any, resulting from this 

period of reduced production and delivery of 

certain products. 

Limited availability of certain 

nitroparaffin and derivative products after 

May 1, 1991 resulted in reduced sales 

volumes. The loss of margins from lower 

sales volumes is expected to be substantially 

offset by proceeds from business interruption 

insurance. 

Property, liability and business inter- 

ruption insurance coverage is in place to 

mitigate much of the financial impact of the 

incident. Discussions with the insurance 

carriers are ongoing and final settlement is 

expected in the second half of 1992. For finan- 

cial reporting purposes, ANGUS management 

has made reasonable estimates of accruals with 

respect to these insurance matters. 

Operating income includes an 

unusual deduction of $7.4 million relating to 

unabsorbed plant costs at Sterlington. Due to 

the loss of nitroparaffin production capacity 

in 1991, certain fixed production costs were 

expensed as incurred although these costs are 

normally inventoriable costs. The unusual 

deduction represents a fixed cost volume 

variance since production volumes were 

below the standard volumes used for product 

costing purposes. Until standard production 

volumes are achieved in 1992, a similar fixed 

cost volume variance will occur. 

A gain was recorded in 1991 as an 

extraordinary item relating to the Sterlington 

plant. The proceeds received to date from the 

property damage claim exceed the net book 

value of the damaged plant. The higher 

replacement costs of the rebuilt facilities will 

be capitalized as property, plant and equip- 

ment. Additional property damage insurance 

proceeds are expected to be received during 

1992 and will be recorded as an extraordi- 

nary gain. The full amount of the proceeds 

cannot be determined until negotiations with 

the insurance carriers are finalized. 

Further details on the accounting 

treatment of the Sterlington fire and explosion 

are contained in Note 12  to the Consolidated 

Financial Statements. Extraordinary items are 

also discussed in that note. 



As planned, t o  support future growth 

of this business, selling, administration and 

research costs were up over last year. Certain 

one time administrative costs, such as 

consulting and legal fees, were also incurred. 

I n  December 199 1, ANGUS elected 

to assume operational responsibility for rhc 

Sterlington plant, effective dur ing the first 

quarter o f  1992. This i s  no t  expected to 

have a material impact o n  the operating 

income o f  the plant. 

Capital expenditures in  the fine chem- 

icals husiness i n  199 1 totalled $6.5 mil l ion for 

operating cost reduction, environmental, and 

research and development projects. 

Maximizing the value o f  the fine 

chemicals business is a priority i n  1992. 

Management, wi th  the assistance o f  an 

investment advisor, is evaluating a number o f  

options to optimize value for shnreholders. 

I FINE C H E M I C A L S  1 Finechemicals, 

designed t o  mcct customer specifications 

and requirements, arc manufactured by 

ANGUS Fine Chemicals Ltd., n whol ly- 

owned subsidiary o f  ANGUS Chemical. 

A multi-purpose fine chemicals plant, 

located in Ireland, offers ful ly integrated 

process development and manufacturing 

capabilities t o  the pharmaceutical, 

agricultural chemical and fine chemical 

markets on a worldwide basis. 

The 1991 results for fine chemicals 

were disappointing. The operating loss for 

1991 was $7.9 mi l l ion compared t o  opcrat- 

ing income o f  $0.2 mil l ion i n  1990. The 

operating loss was due t o  reduced husiness 

from a major customer and the failure o f  

expected husiness t o  materialize. 



Ongoing analysis 

of financial, market 

and regubtory 

conditions is 

essential b he  

success of ANG's 

major projects. 

These projects have 

the potential to 

double ANG's 

assat base 

by 195'6. 



NG is pursuing three major projects: a pipeline expansion, 

expansion of the Cochrane extraction plant, and a joint 

venture cogeneration project. 

( P I P E L I N E  E X P A N S I O N  I Thepipeline 

expansion project, co-sponwred by ANG 

and Foothills Pipe Lines (South K C . )  Ltd, 

(Foothills), is an opportunity t o  add signifi- 

cantly to ANG's cost of service investment 

base. The expansion will increase the 

capacity of the ANG and Foothills pipeline 

systems to allow delivery of an additional 

877 million cubic feet per day of Canadian 

natural gas. The project is scheduled for 

completion in November 1993. 

The ANG - Foothills pipeline expan- 

sion is part of the Pacific Gas Transmission 

Company (PGT) - Pacific Gas and Electric 

Company (PG&E) pipeline expansion to 

serve markets in the U.S. Pacific Northwest 

and California. PGT and PG&E have mct the 

regulatory requirements for construction of 

the United States portion of the proiect 

Construction began in December 1991 and is 

progressing on schedule. 

The capital cost of the ANG - 

Foothills pipeline expansion is expected t o  he 

$224.0 million of which ANG's share will he 

approximately $96.0 million for con?pression 

equipment and approximately $16.0 million 

for its equity contribution t o  the pipeline. 

Purchase orders for compression equipment 

were finalized in the fourth quarter of 1991. 

The pipe is expected t o  he ordered in the 

middle o f  1992. Construction is scheduled to 

hcgin in carly 1993. 

AN<; has completed long term 

contracts, based on current tolling methods, 

with 29  shippers for the cntirc incremental 

capacity of the expanded facilities. Through 

these contracts, shippers have shown thc 

commitment needed for the project t o  

proceed. ANG has drawn reasonable assur- 

ance from these contracts that  the costs 

incurred t o  date by ANG and Foothills will 

ultimately be part o f  the rate hase on which 

ANG and Foothills will earn a return. 

ANG has moved forward with the 

rcquired federal regulatory review of the 

proposed facilities. The National Energy 

Board (NEB), which is responsible for this 

review. chose t o  hear ANG's Facilities 



Application through a written procedure 

which began in October 1991 and concluded 

in January 1992. NEB approval t o  begin 

construction is expected by the end of the 

first quarter of 1992. 

The  Alberta Government directed 

the Alberta Energy Resources Conservation 

Board (ERCB) t o  conduct a Call For 

Information on the A N G  - FoothillslPGT - 

PG&E pipeline expansion and an alternate 

proposal by Altamont Gas  Transmission 

Company. The  Altamont expansion project 

proposes t o  serve the California market by 

constructing a pipeline through Montana 

and Wyoming t o  connect with the Kern 

River Gas Transmission Company pipeline 

t o  California. The ERCB is gathering perti- 

nent information t o  assist producers and 

shippers in their decisions. The  information 

presented will be summarized in a report 

which will he made availahle t o  the puhlic. 

T o  ANG, the pipeline expansion 

project represents a n  important opportunity 

t o  capitalize on  expertise in its traditional 

business. The  project also presents other 

business opportunities which offer the 

potential for major growth in the hydrocar- 

bons business such as expansion of the 

Cochrane plant. 

ANG is investigating an opportunity to 

expand the Cochrane extraction plant. This 

business opportunity is derived from the 

pipeline expansion project which would 

increase the quantity of natural gas available 

t o  the plant as feedstock. 

Expansion of the plant would involve 

recommissioning and modifying certain facili- 

ties to increase the NGL. production capacity 

to process up to an additional 900 millio~i 

cubic feet per day of natural gas. The technical 

analysis has concentrated on refining the most 

economic plant expansion configuration. This 

analysis will be used in the preparation of an 

application to the ERCB t o  review the 

proposed facilities. 

Discussions are underway with 

ANG's NGL buyer regarding the sale of addi- 

tional volumes. ANG has also commenced 

discussions with the parties expected t o  be 

shipping pipeline expansion volumes past 

Cochraue in order to acquire extraction rights. 

The project is in the early stages, however, a 

preliminary timetable indicates possible start 

up in the fourth quarter of 1994. 



I C O G E N E R A T I O N  I Throughout 1991, 

ANG worked with TransAlta Kesources 

investment Corporation (TransAlta) on  a 

joint venture development project to produce 

and sell electricity gcnerated from a proposed 

cogeneration plant. The approximately 

$150.0 million project, t o  be located adjacent 

to ANG's Crowsnest compressor station on 

the British Columbia pipeline, would employ 

highly efficient and environmentally sound 

technology which has heen used in numerous 

North American facilities. ANG's share of 

project costs is approximately $75.0 million. 

The proposed process, known as 

enhanced combined cycle cogeneration, would 

use existing and new facilities. Waste heat 

would he recovered from compressors on 

ANG's pipeline and the pipeline expansion 

project. The heat would he used t o  generate 

steam to drive a steam turbine generator 

which would produce electric power. It is 

planned that ANG, under the direction of a 

joint executive committee, would be responsi- 

ble for operation of the plant. 

ANG and TransAlta have signed a 

Memorandum of Understanding with the 

Sacramento Municipal Utility District 

(SMUD) in northern California on material 

terms of a 30 year Power Sales Agreement t o  

be negotiated by the parties. SMUD serves a 

suhstantial and growing marketplace with 

long term requirements for electricity at  

stahlc priccs. 

The Power Sales Agreement would 

provide for all available power t o  he 

purchased at the plant gate by SMUD for a 

fixed capacity payment. The capacity payment, 

similar t o  a utility demand charge, would 

return to the joint venture all proiect capital 

costs amortized over the 30 year term of the 

agreement, taxes and a return on investment. 

In addition, SMUD would be responsible for 

the cost of fuel gas. Other operating and main- 

tenance expenses would he recovered at  a 

negotiated amount which would be indexed to 

the annual rate of inflation. 

The  first delivery of electricity is 

planned for early 1996. SIMUD is responsi- 

ble for arranging transnlission t o  California. 

Power sales negotiations with SMUD, 

environmental impact and socio-economic 

assessments, regulatory approvals, licensing 

and permitting, energy project certification, 

and financial arrangements are in the 

planning stage. 



verall, interest expense increased by $3.4 million in 2991. 

A $55.3 m i l l i o n  h igher  average  leve l  o f  b o r r o w i n g s  
increased interest expense by  $5.2 million. This was offset 

by $1.8 million due t o  lower interest rates. 

Borrowings increased due to 

funding of the magnesium project, the time 

lag between expenditures and insurance 

receipts related to the Sterlington plant 

rebuild and ongoing capital projects in the 

hydrocarbons business. 

Due to the lag in insurance receipts, 

ANGUS was required to access its credit 

facilities to meet short term cash needs. It is 

expected that these funding requirements 

will peak by the middle of 1992, and should 

be reduced hy year end with the insurance 

settlement. 

Capital expenditures amounted to 

$85.0 million in 1991. The funds were 

mainly used for the following upgrades to 

existing businesses: $52.8 million for the 

rebuild of the Sterlington plant, $10.5 million 

for a compressor replacement program 

for the British Columbia pipeline, and 

$5.7 million for energy savings modifications 

at the Cochrane plant. 

ANG's quarterly common share divi- 

dends for 1991 and 1990 remained at $0.17 

per common share. The dividend distribution 

in 1991 was $14.3 million compared to 

$14.5 million in 1990. 

In 1992, capital expenditures are 

expected to be $70.0 million of which $50.0 

million will be invested in the hydrocarbons 

business. These expenditures will include 

improvements to existing facilities, expansion 

of existing facilities and funding of the 

proposed cogeneration project. 

As part of the strategy for strength- 

ening the cost of service business, ANG is 

planning for capital expenditures of 

$227.0 million from 1993 through 1995. 

These funds will be allocated to the pipeline 

expansion, Cochrane plant expansion and 

cogeneration projects. 



Although events in 1991 led to a 

lowering of ANG's debt ratings by both 

Canadian bond rating agencies, ANG still 

maintains investment grade ratings. 

Management does not anticipate any 

restraints on its current ability to secure future 

financing in capital markets. Through its bank 

lines, ANG moved existing short term debt in 

the commercial paper market to bankers' 

acceptances and bank loans. 

The events of the past year have 

significantly impacted ANC's cash flow and 

liquidity, and management will be concen- 

trating in 1992 on the alternatives and 

opportunities available to strengthen ANG's 

financial position. ANG believes that operat- 

ing cash flow, access to current credit 

facilities and access to long term capital 

markets will be sufficient to finance debt 

repayment obligations, dividends and capital 

expenditure programs in 1992 and beyond. 

ANG has operations in several coun- 

tries which increases the number of external 

variables that affect profitability. The volatili- 

ty in exchange and interest rates presents a 

significant challenge in terms of managing 

ANG's exposure to these variables. ANG's 

strategy is to reduce both borrowing costs 

and exposure to foreign exchange fluctua- 

tions. ANG's long term financial strategy is 

to match the life or duration of its debt with 

the expected economic life, and currency of 

its assets. As part of a long term financial 

strategy, ANG converted $25.0 million of 

floating rate Canadian debt into fixed rate 

US. debt. ANG has other foreign debt of 

14.0 million Deutsche marks. 

I S E N S I T I V I T I E S  I Thefinancial 

results and cash flaw of ANG are, to a 

degree, dependent upon external variables 

which ANG cannot influence. Management 

considers the most significant variables to he 

propane prices, interest rates and foreign 

exchange rates. Knowledge of the movements 

in these variables and their simultaneous 

effect on profits of all the businesses is 

valuable to management as it strives to 

continually reduce ANG's operational and 

financial exposures. 

Corporate K e y  Drivers Effect on 
ANG's 1992 Net Income Plan [in millions) 

Corporate Key Drivers Increase (Decrease) 
Propane pricelincrease of 

$0.05 U.S. per gallon 5 1.1 

Interest ratelincrease of 1.0% $ (1.0) 

US. dollar exchange ratelincrease 
of $0.02 Cdn. $ 0.6 

U S .  dollar exchange ratelincrease 
of 5% versus Deutschemark $ 10.4) 





In 1987, ANG entered into a partnership with 

Magnesium International (Canada) 1.td. for 

the construction and operation of a magne- 

sium production facility located near High 

River, Alberta. In April 199 I ,  the decision 

was made to cease ANG's involvemelit in the 

project as it was not economically viable for 

the Company. The investment was written 

off resulting in a loss of $51.2 million, net of 

tax, or $2.44 per share. ANG does not expect 

to incur any further significant costs in 

connection with the termination of its 

involvement in the magnesium project. 

In I99 I ,  r\NG and r\lhcrta :lnd Soothern Gas 

Co. Ltd. (A&S) agreed to sever a working 

business relationship which had existed since 

the late 1950's. The companies shared many 

of the costs of administrative support services, 

including employee expenses, office space and 

related equipment. Negotiations continue on 

some issues and finalization of the separatim 

should be completed during 1992. 

In 1991, three 

major initi,~tives wcrc taken with respect to 

environmental matters: management focus, 

environmental assessment of the magnesium 

Responsibility for environmental 

matters was assigned to specific individuals 

with the understanding that all employees 

must continue to maintain high environmen- 

tal standards as  a first priority. Management 

is actively pursuing initiatives to ensure that 

this philosophy is communicated to employ- 

ees, custolncrs and the communities in which 

ANG operates. 

T o  complete the closure of the 

magnesium project, a thorough assessment 

of environmental conditions a t  the plant was 

conducted and a cleanup plan was prepared 

and executed. 

Environmental audits of ANG's 

operations a t  the Cochrane plant, and on the 

British Columhia pipeline system were 

conducted n) ensure that  operations complied 

with all regulations and that  operations 

conformed t o  industry and corporate 

standards. The audits were also directed t o  

idcntify any changes to improve corporate 

policies and practices. Results of the audits 

showed high levels of compliance and confor- 

mity. Minor housekeeping changes were 

identified and action plans were recommend- 

ed. ANG has acted on several of these 

recommendations and further work will 

continue in 1992. 

project, and envirwmental  audits of the 

Cochrane extraction plant and the British 

Columbia pipeline. 





T h e  accompanying consolidated financial statements and all other information in 

this Annual Report have been prepared by the management of Alberta Natural Gas Company Ltd 

(ANG). Management is responsible for the intcgrity and objectivity of this information. The finan- 

cial statements have been prcpared in accordance with accounting principles gencrally accepted in 

Canada and conform in all material respects with International Accounting Standards relating t o  

the presentation of historical cost financial information. Whcre appropriate, amounts based o n  

estimates and judgements are included. Financial information throughout this Annual Report is 

consistent with the consolidated financial statements. 

Management h a  established a n d  maintains appropriate systems of internal control, 

with policies and procedures which are designed to meet its responsibility for reliable and accurate 

reporting. These systems o f  control include periodic reviews hy ANG's internal auditors. 

Arthur Andersen & Co. are independent auditors appointed by the shareholders. 

The auditors have considered, for the purposes of determining the nature, timing and extent of 

their audit procedures, ANG's internal controls and have audited the consolidated financial state- 

ments in accordance with generally acccptcd auditing standards t o  enable them t o  express a n  

opinion on the fairness of the financial statements. Their report is included on page 30. 

Through its appointed Audit Committee, the Board of Directors oversees manage- 

ment's responsibilities for f inancial  repor t ing.  T h e  Audi t  Commi t t ee  meets regularly wi th  

management, the internal auditors and Arthur Andcrsen & Co.  to review auditing and financial 

reporting matters. Internal and external auditors have unrestricted access t o  the Audit Committee 

and management. The  consolidated financial statements have heen approved by the Board of 

Directors on the recommendation o f  the Audit Committee. 



T o  the Shareholders o f  Alberta Natural Gas Company Ltd: 

We have audited the consolidated balance sheet of Alberta Natural Gas Company Ltd 

as at December 31, 1991 and 1990 and the consolidated statements of income, retained earnings 

and cash flow for the years then ended. These financial statements are the responsibility of the 

company's management. Our responsibility is to express an opinion on these financial statements 

based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. 

Those standards require that we plan and perform an audit t o  obtain reasonable assurance 

whether the financial statements are free of material misstatement. An audit includes examining, 

on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 

audit also includes assessing the accounting principles used and significant estimates made hy 

management, as well as evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material 

respects, the financial position of the company as at December 31, 1991 and 1990 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. 

Calgary, Alberta, 

February 5 ,  1992. 

Arthur Andersen & Co. 

Chartered Accountants 



Year ended Oeco,rber I I  
in thowands ewept for share dnfn 

Operating Revenue 

Operating Expenses 

Operating and maintenance 

Gas purchases 

Selling, administrative and research 

Depreciation and amortization 

Property taxes and other expenses 

Operating lncome before Unusual Item 

Unusual item - unabsorbed plant costs 

Operating Income 

Equity income 

Interest and other income 

Interest expense 

Income from Continuing Operations before lncome Taxes 

Provision for income taxes 

Income from Continuing Operations 

Discontinued operations 

Extraordinary items 

Net (Loss) lncome 

Earnings Per Sharc 

Continuing operations (after deducting an  unusu:~l 

item of $0.22 per share net of tax in 199 1) 

Discontinued operations 

Extraordinary items 

Net (loss) income 

Dividends Per Share 

Yeor ended Deccmhcr 3 1 
in thousands 

Opening balance 

Net (loss) income 

Purchase and cancellation of common sharcs 

Dividends 

Closing balance 



December 3 1  
in t /xwsmds 

Assets 

Current Assets 

Cash and interest hearing deposits 

Accounts receivable 

Income taxes receivable 

Inventories 

Other 

Tntal current assets 

Investments 

Property, Plant and Equipment 

Goodwill and Other 

Net Assets o f  Discontinued Operations 

Liabilities and Shareholders' Equity 

Current Liabilities 

Notes payahle 

Accounts payable and accrued liahilities 

Deferred income taxes 

Other 

Total current liabilities 

Long Term Debt 

Deferred Income Taxes 

Shareholders' Equity 

Common shares 

Retained earnings 

Cumulative translation adiustment 

Approved on behalf of the R o a d  of Directors: 

Director 



Yeor etrded D e c c d w r  1 1  
tn thorrstzds 

Operating Activities 

Income from continuing operations 

Non-cash items included ahove 

Depreciation and amortizarion 

Deferred income taxcs 

Equity income net of cash rcccived 

Othrr  

Cash uscd hy discontinued operatmns 

Cash providcd hy extraordinary irems 

Change in nun-cash working capital itcms 

Effect of exchange rare changes 

invest in^ Activities 

Net property, plant and equipment additions 
lnvestmenrs 

Other 

Financing Activities 

Common shares issucd 

Common shares purchased and cancellrd 

Change in long rerm deht 

Dividends 

Summary of Cash Used (Provided) 

Operating activities 

lnvesring activities 

Financing activities 

Notes Payable net of Cash and Interest Bearing Dcposits 

Opening balance 

Closing balance 



Alberta Natural Gas Company Ltd (ANG) processes and sells hydrocarbons and manu- 

factures and sells specialty chemicals. 

ANG owns and operates a natural gas processing and extraction plant near Cochrane, 

Alherra, which removes propane and heavier liquids (NGL) and ethane from natural gas. It also owns 

and operates two natural gas pipeline transportation facilities. One of  these facilities is in British 

Columhia and the other is in Alherra. 

Sales agreements with the purchasers of NGI. and ethane, as well as natural gas trans- 

portation contracts with gas shippers, provide for the full recovery of operating expenses, taxes and 

capital invested together with a return on the unrecovered investment. In addition, ANG is entitled to 

participate in the cumulative net marketing profits arising from the sale of NGI.. 

ANG is also engaged in various other aspects of the natural gas and NGL husiness in 

both Canada and the United States. These activities include marketing natural gas, NGL and other 

refined products and the underground storage of  liquids. An interest in a fractionation facility was 

sold effective a t  the end of 1990 and in 1991 ANG's interest in cerrain marketing entities increasrd 

to 100%. 

ANGUS Chemical Company (ANGUS), a wholly-owned subsidiary of ANG, owns and 

operates nitroparaffin production facilities located in the United States and Germany. The facilities 

utilize feedstocks derived from natural gas i n  the production of nitroparaffins and derivative products 

that are mnrkered worldwide. Nitroparaffins are produced a t  ANGUS' plant in Sterlington, Louisiana. 

ANGUS, through its subsidiary ANGUS Fine Chemicals Ltd. (AFCI.), owns and 

operates a fine chemicals and pharmaceutical intermediates production facility located in ircland. 

The consolidated financial statements have hccn prepared in accordance with accounr- 

ing principles generally accepted in Canada.  The significant acc~runt ing policies of ANG are 

summarized below: 

B A S I S  O F  P R E S E N T A T I O N  The consolidated financial statements include the 

accounts of the parent company and all of the accounts of subsidiaries and partnerships over which 

ANG has control. The equity method of accounting i5 followed tor other investments. 

Effective February 1 ,  1991, the remaining SO0?, interest in certain natural gas and NGL 

marketing entities were acquired at their net book valuc and as a rrsult operatims that were equity 

accounted for in I990 are consolidated i n  1991. 

R E C U I . A T I O N  Thc pipeline facility located in British Columhia is suhjecr to regula- 

tion by the National Energy Board (NEB) pursuant to the National Energy Board Act. The NEB 

regulates accounting matters, thc export of  gas, the construction a n d  operation of gas pipelines and 

the rates, rolls and tariffs charged for such operations. 



~ N V E N T O R I E S  inventories are carried at the lower of cost or market. The last in, first 

out method is used to account for crrmin chemical product inventory costs. The cost of the remaining 

chemical product inventory is detrrmined using the first in, first out method. If the last in, first out 

method had not been used. inventories would he $7.3 million higher a t  Decemher 31.  1991 

($5.4 million a t  Decemher 31, 1990). Inventories of materials and supplies are carried at average cost. 

P R O P E R T Y ,  P L A N T  A N D  E Q U I I ' M E N T  Property, plant and equipment iscarried a t  

cost and includes an allowance for funds used during ctmstruction. Any allowance recorded is 

included in other income. 

Chemical production facilities arc hcing depreciated on a straight linc basis over the 

estimated useful lives of the assets. Buildings are depreciated over 9 to 2.5 years and equipment is 

depreciated over 3 to 1.5 years. The British Columbia pipeline facility is hcing depreciated on a straight 

line hasis using rates reviewed hy the NEB. The overall composite rates are currently 3.9% for 

pipelines and 4.2% for compressor stations. Prior to Octoher 199 1 ,  depreciation was determined 

based on the remaining NER authorized natural gas export volumes. The effect of this change in 

policy decreased depreciation and the corresponding cost of service revenue hy $0.3 million for the 

three months ended December 31, 1991. The Cochrane extraction plant and the Alherta pipeline 

facility are being depreciated on a straight linc basis over the term of the supply and the service 

contracts respectively (up to the year 2012). 

The cost of  certain chemical facilities included in property, plant and equipment has 

been reduced by the proceeds received from an Irish government incentive program. Depreciation is 

reported on the net amount. 

G O O D ~ I L I .  Goodwill arose on the acqoisition of certain subsidiaries and represents 

the portion of the purchase price that was in excess of the fair v;llue of the identifiable net assets 

acquired. Goodwill is being amortized on a straight line hasis over a period of  30 years. The unamor- 

tized balance as of December 31, 1991 is $16.9 million ($17.6 million at Decemher 31, 1990). 

F O R E I G N  C U R R E N C Y  T R A N S I . A T I O N  The accounts of U.S. and Irish subsidiaries 

are translated into Canadian dollars using the year end rates o f  exchange for all assets and liahilities 

and average rates of exchange for the year for revenues and expenses. The cumulative effects of these 

foreign currency transl~tions are included in a separate component of  shareholders' equity. 

The accounts of the German subsidiary are translated into Canadian dollars using the 

year end rate of exchange fur all monetary assets and liahilities and the historical rate of exchange for 

non-monetary assets and liabilities. Revenues and expenses have been translated a t  the exchange rates 

prevailing on the date of the transactions. The cumulative effects of these foreign currency translations 

are included in the determination of net income. 

ANG's Deutsche mark ( D M )  denominated long term bank l m n  is translated intu 

Canadian dollars using the year end rate of exchange. The effect of this foreign currency translation is 

deferred and amortized over the term of the hank luan. 



Certain US. dollar deht and foreign currency contracts act as an effective hedge against 

the foreign exchange exposure related to U.S. operations. Exchange gains or losses associated with the 

deht and the contracts are included in the separate component of shareholders' equity. 

I N C O M E  T A X E S  Income taxes are provided on rhe tax allocation basis for all 

income except fur the natural gas processing and liquids extraction income from the Cochrane plant 

which is suhiect to cost of  service contracts. Income taxes are provided on this source of income only 

to thc extent they have been included in the cost of service and are recovered as revenue under such 

contracts. Had the tax allocation hasis heen used for this source of income, there would have been a 

deferred tax recovery of  $0.8 million in 1991 (a provision of $0.3 million in 1990) on this income 

and additional deferred income taxes would have been recorded in the amount of $23.7 million to 

December 31, 1991 ($24.5 million to December 31, 1990). 

Withholding taxes are not provided on undistributed earnings of foreign operations as it 

is ANG's general intention to reinvest such earnings permanently in such foreign jurisdictions. 

Oecrmbur I I 
m thounznds 

Foothills Pipe lines (South KC.) l.td. 
St. Clair Underground Storage Partnership 

Foothills Pipe Lines (Yukon) Ltd. 

CanStates Partnerships 
Advances to the nitroparaffin plant opcraror 

Amoco Centre 

Other 

1990 
restated 

$ 6,334 

4,268 

2,876 

4,132 

3,829 

(744)  
664 

$ 21,359 

ANG's interest in the CanStates partnerships increased in 1991 and has been consoli- 

dated effective February 1, 1991. 

ANG is a 5 0 %  owner of the Amoco Centre office building in Calgary. The project 

incurred $97.7 million in development costs which were financed, in part, with $88.8 million of long 

term deht. The debt is secured by the office building with no recourse to the owners. 



Decemhcr I I 1990 
in thorrra,tdr rrrt,ztcd 

Natural gas processing $ 138,872 
Chemical 158,649 
Pipeline transport 93.68.5 
Other 

Less accumulated depreciation 

ANGUS and AFCI. lease certain buildings and equipment. The $18 million cost of these 

assets is included under property, plant and equipment and the related liability is included in long term 

debt. The capitalization of these leases reflects the effective acquisition and financing of the assets. 

Accumulated amortization of these leased assets amounts t o  $1 1 million to Decemher 31, 1991 

($10 million to Decemher 31, 1990) 

December .I I 
in thonrands 

Notes payable 
lo'%% unsecured debentures 

6%% revenue bonds ($13 million US.) 
7%% hank loan (14 million DM) 

Other 

Less amounts due within one year 

Notes payable are outstanding pursuant to revolving credit facilities. Notes payahle of 

$110 million at December 31, 1991 ($90 million a t  Decemher 31, 1990) have been classified as long 

term debt since they are not expected to he retired in the next year and are supported by cmmi t t ed  

long term bank lines of credit. 

For the three years ending May 4,  1993, an interest rate and currency exchange agree- 

ment has been entered into to convert $25 million of Canadian dollar floating rate notes payable to 

$21.5 million (US. )  fixed rate deht. This transaction acts as an effective hedge against the net investment 

in US. operations. The effect of this "swap" arrangement has lowered the effective interest rate on all the 

notes payable from 10.O"h to 9.8"A in 1991 (13.0% to 11.8% in 1990). 

Interest on long term deht was $16.4 million in 1991 ($17.5 million in 1990). 

Excluding notes payable, the long term deht is due 560 million in 1993, $10 million in 

1996 and $19 million after 1996. 

El 



The authorized share capital consists of an unlimited number of preference shares and 

an unlimited number of common shares. 

Number cr{cornmon sharer 

riiued and fidh pard m thoasands 
1"fl .om. Year ended Derember 31 1990 

Openmg balance 21,359,235 $ 54,300 

Issued 11.000 520 

Purchased and  anc celled (157.5831 (401 1 
Closmg balance 21,232,612 $ 54,419 

A new senior management stock option plan was established in 1991 and options on 

83,178 shares were granted at $14.75 per share. As at Decemhet 31, 1991, none of these options have 

been exercised. Loans will not he made available by ANG for the purpose of purchasing shares under 

the plan. The total number of shares reserved for issuance under this plan may not exceed 10% of  the 

issued and outstanding shares of ANG. This new plan replaces a previously existing plan which had 

been in place since 1982 and is being wound down in accordance with its terms, with no further 

options being granted. With respect to options exercised under the old plan, $0.9 million is included in 

accounts receivable as a t  Decemher 31, 1991. These receivables are secured by the assignment of 

71,951 shares with a quoted market value of $1.0 million on Decemher 31, 1991. 

Year ended December 31 
in thousands 

Opening balance 

Current year's deferred income tax provision 

Net tax recovery on discontinued operations 

Net tax on extraordinary items 

~ i s s  current portion 

I N C O M E  T A X  R A T E  The provision for income taxes varies from the amount deter- 

mined by applying the comhined statutory Canadian federal and provincial income tax rates to 

"Income from Continuing Operations before lncome Taxes". The following is a reconciliation of the 

combined statutory rates to the effective income tax rate: 



Year ended December .I I 

Statutory income tax rates 

Loss of foreign subsidiary o n  which no tax benefit is provided 

Non-deductible expenses 

Effect of different tax rates on foreign operations 

Equity income 

Effect of "taxes payahle" method for certain cost of service contracts 

Other 

Effective income tax rate 

Natural Gas 
Natural Gas and NGI. Pipeline 

in thuurands Processing Marketing Transport Chemical Other Eliminations Total 

1991 

Operating revenue $152,055 $177,863 $ 32,288 $128,603 $ - $ (9,843) $480,966 

Depreciation and 

amortization 

Operating income 

Identifiable assets 

Capital expenditures 

1990 restated 

Operating revenue 

Depreciation and 

amortization 

Operating income 

Identifiable assets 

Capital expenditures 

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

European 
in rhourarzdr Canada United Stater Community Total 

1991 

Operating revenue $ ,331,157 $ 80,389 $ 69,420 $ 480,966 

Operating income 31,417 12,297" 5 1 8 44.232' 
Identifiable assets 204,608 152,705 93,813 451,126 

1990 restated 

Operating revenue 223,020 76.503 77,293 376,816 

Operating income 33,392 19,920 7,07 1 60.383 

Identifiable assets 237,120'i;' 119,672 99,094 455,886 

Before rrrrns~al item of  $7.4 mrllion (see Note 121. 

'*lnclr,der S.YX.8 ,nillion in nrr nrrctr of drscorrrirrrred opernt~~ns  



Pacific Gas Transmission Company owns 49.98% of ANG at  December 31, 1991 

Alberta and Southern Gas Co. Ltd. ( A M )  and Pacific Gas Transmission Company are wholly-owned 

subsidiaries of Pacific Gas and Electric Company. In the past ANG and A&S operated with some 

common functions and management. This relationship was severed in 1991. Negotiations continue on 

some issues and finalization should he completed by the middle of 1992. 

Significant transactions with these and other related parties were as follows: 
~.. . ~.~ .~ ~- 

December 3 1  
in thousands 1990 
Revenue for the transportation and sale of gas $ 25,498 

Charges for feedstock and fuel 63,183 

Net charges for personnel and related administrative costs 11,487 

Amounts included in: 

Accounts receivable 1,732 
Accounts payahle and accrued liabilities 5,073 

ANG and its subsidiaries maintain defined benefit pension plans for substantially all of 

their employees. Information relating to the plans is provided below: 
. . . . .* .. - .. - 

December 3 1 
in thousarids 1990 

Actuarial present value of accumulated pension henefits 

Canada 6,382 

United States 5,147 
Ireland 983 

Germany - - 1,652 
4,164 . 

Fair value of pension fund assets 

Canada $ 7,084 

United States 4,358 

Ireland - 49 1 

$ 11,933 

Disconrinued operations, net of income taxes, consist of the following: 

Yeor ended December 3 1 
,n rhorrrandr 1990 
Loss o n  magnesium project $ 2,861 

Loss on fractionation facility 1,636 

Gain on previously discontinued operation 



In 1987 A N G  cntcred into a partnership with Magnesium Intcrnarional (Canada)  L.td. 

for the construction a n d  operat ion of a ~nagnes ium product ion facility located near High River, 

Alherta. In the first quarter of 19Y 1 a decision was made to  cease funding the project. T h e  1990 finan- 

cial statements have heen restated to  reflccr the magncsiu~n project on an  equity hasis (see Note 14) .  

Effective a t  the end of 1990, A N G  s ~ ) l d  its interest in the fractionation facility. It was 

recorded a s  a disconti~iocd operation in 1990. 

1 1 2 .  S T E R L I N C T O N  F I R E  A N D  E X P L O S I O N  I 
ANGUS Chemical Company owns  a nitroparaffins plant in Sterlington, I.ouisiana. O n  

May 1. 1991 a fire and explosion caused suhstantial damage t o  the hasic nitroparaffins production 

area of the facility. 

ANGUS maintains insurance to  mitigate much o f  the financial impact f rom propcrty 

damage, husiness interruption and liability claims resulting from thr  fire and explosion. Numerous 

discussions have hecn held with the insurers a n d  as o f  Decemher 31,  199  1, over $80 million (U.S.) in 

advances and partial settlements have been received. Estimated husiness interruption prt>cceds in the 

amount  of $ 1  5.1 million have been offset against operating expenses. 

E x T R A o R D I N A R Y I T E M s Extraordinary items have been recorded for certain 

non-recurring consequences to  A N G  of the fire and explosion. These consequences include non-reim- 

hursed expenses and insurance deductibles and an "involuntary conversion" gain on the unintended 

plant disposition. T h e  insurance proceeds received in 1991 exceeded the consolidated net hook value 

of the damaged plant assets thus generating an  involuntary conversion gain. The propcrty damage 

claim is expected to  be settled by the end of 1992 with a further gain expected to  be recorded as an  

extraordinary item. 

Year eraled Dr<-er,her I I .  1 W 1  

irr thurr~~rrzds Gain (loss) Income taxes Net 

Involuntary conversinn gain $ 8.368 $ (5,843)"  $ 2.525 

Expenses and insurance deductibles (7.82.3 1 2,808 15.0151 
Extraordinary itrms $ 5 4 5 $ (3.0351 $ (2.490) 

1,irrmru r u e :  i i r~ ,  hrxher t i ,m wpc'red htwrrrre tlwre is S7. I nrillro,i of h o d  cost wnttcrj rltf twhrrh is xnf tax dedzrrtrbie. 

U N U S U A I .  ITEM - U N A H S O K H E D  P L A N T  C O S T S  Operating income includes an  

unusual deduction of $7.4 million relating to  unahsorhed plant cosrs a t  Srcrlington. Duc to  the loss o f  

nitroparaffin production capacity in 1991, certain fixed production costs werc expensed as incurred 

although these costs arc norn~al ly invenroriahle cosrs. T h e  unusual deduction rcprcsents a fixed cost 

volume variance since p r o d u c t i ~ ~ n  volumes werc helow the standard volumes used for  product costing 

purposes. Until s t andard  product inn volumes a r e  achieved in 1992 ,  o similar fixed cos t  volume 

variance will occur. 



A number of claims have been made by third parties against ANGUS as a result of the 

fire and explosion. Although most of these claims have been settled, a number of them are in early 

stages of legal proceeding. The outcome of these claims and their ultimate impact on these consolidat- 

ed financial statements is unknown, although ANGUS' management believes insurance coverage 

mitigates the risk of material exposure. 

IMC Fertilizer, Inc. (IMCF), the operator of the nitroparaffin facility, has filed a claim 

against ANGUS for expenses incurred by IMCF as a result of the fire and explosion. IMCF is seeking 

reimbur~emenr for $9.8 million (US.) paid to the US. Occupational Safety and Health Admin~stration 

and for $1.9 million (US.) in other related expenses. IMCF has stared its intention to make further claims 

against ANGUS as additional expenses are incurred, including costs associated with its defense from third 

party lawsuits. ANGUS takes exception to rhese claims. The outcome of rhese claims is unknown and has 

not been reflected in these consolidated financial statements. 

Any costs that might subsequently become exigible from ANGUS pursuant to these 

contingent liabilities would be recorded as prior period adjustments if and when any settlement deci- 

sions are made. 

The results of ANG's 1991 decision to no longer participate in the magnesium business 

are reported as discontinued operations. The 1990 comparative figures relating to the magnesium 

operations have been reclassified to net assets of discontinued operations on the balance sheet and 

discontinued operations on the statement of income. 

December 31 1990 Magnesium 1990 
m thor<rundr project restated 

Balance Sheet 

Current assets $ 149.965" $ (6,281) $ 143,684 

Investments 34,309 (12,950) 21,359 

Property, plant and equipment 396,140 (189,238) 206,902 

Goodwill and other 25,175 - 25,175 

Net assets of discontinued operations - 58,766 58,766 

Current liabilities 

Long term deht 
Deferred income taxes 

Minority interest 

Shareholders' equity 

* Income taxes payable o fS2 .  I mrllron hove bmn tretted against mmrne tuxes recc~oable to conform wrth the financral 
statement presentation adopted for 199 1 .  



Year ended Lkembcr 1 l 
in tlmmands 

Statement of Income 

Operating income 

Equity income 

Interest and other income 

Interest expense 

Provision for income taxes 

Minority interest 

Discontinued operations 

Net income 

Statement of Cash Flow 

Operating activities 

Investing activities 

Financing activities 

Notes Payable net o f  Cash and Interest Rearing Deposits 

Opening balance 

Closing halance 

1990 Magnesium 1990 
project resrated 



in thousands except /or share data nnd rotmi 1989 1988 

Operations 

Operating revenue n dnn 966 n 176 216 $ 366,150 $ 337,706 

Operating income 83 60,287 54,905 

Income from continuing operations 12 28,193 26,356 

Net (loss) income 28 23,623 4,511 

Total assets 

Capitalization 

Short term deht 

I.ong term deht (including current portion) 

Minority interest 

Deferred income taxes 

Common equity 

Total capitalization 

Cash flow 

From operations"" 

N r t  property, plant and equipment 

additions 

Net long term deht issued (retired) 

Common shares (purchased) issued 

Dividends paid 

Common share data 

Earnings pcr sharc 

from continuing operations 

net (loss) income 

Cash generated from operations per share" 

Dividends paid per share 

Outstanding - year end (thousands) 

- average (thousands) 

Common equity per share at year end 

Market prices (TSE) - high 

close 

Other statistics 

Return on average common equity"'" 

Return on average capital employed""" 

Dividend yield (year end market pricc) 

Debt t o  common equity 

Interest coverage 1x1 



Notes: 

1. All extraordinary items prior t o  1989 have heen reclassified as discontinued operations. 

2. Share information has been adjusted t o  give retroactive effect to  the three-for-one stock 

split on May 18, 1984. 
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