Nincteen Ninety-Two Annual Report ]Alhm'tﬂ Natural Gas Company Ltd

ill!



/D ROSS LIBRARY
Mé MANAGEMENE

" MAR 20 1993
peaiL UNIVERSITY

Fhweneial Highlighits

1992 10831
i thonsunds ercept for sharve data} vestert o
Operating revenue $ 482,719 s 419665
[ncome from continuing operations $ 17,799 5 1a60y
Net income (loss) $ 17,905 S (41620
Net property, plant and cquipment additions $ 85409 £ THO1Y
Total asscts (vearend) % 509,272 5141019
Sharcholders’ cquity (vearend) $ 169,476 5 105.392
Average nunber of shares outstanding 21,831 21.021
Share data
Earnings per share
Continuing operations 3 0.82 = 0.74
Net income (loss) $ 0.82 b {(2.12)
Dividends paid per share % 0.68 b .68
Sharcholders” equity per share (yvearend} 3 6.61 by 5.02
TSE market price per share (vear-end) $ 15.753 s 1:3.88
Dividend yield (% on vear<end markel price) 4,32 4.0
Numiber ol sharcholders (vesarend) 861 a7s
Operating Revenue Total Assets Earnings Per Share
illions of dofiars) (nutlions of dotlais) From Continuing Operations

feledleaps)

440.0 441.9

380.7 3425

318.1




Corporate Profile

ANG owns and operates natural gas pipelines in northern Alberta and southeastern British
Columbiw. The British Columibia pipeline is an imporiant Mok in the Alberta/California natural gas trans-
portation systerr. Major expansion is underway which will significantly incerease natural gas exports to
the United Swites,

ANG's Extraction business consists of o natnral das licquids (NGL) and ethane extraction plant
locared near Cochrane, Alberta, Planning has cormenced to expand the plant's capacity 1o process larger
volunws of ratural gas which will be available upon completion of the British Columbia pipeline expansion.

ANG's Marketing business is engaged in the purchase and sale of natural gas and NGL, ANG
also has an interest in a NGL storage facility Tocated at Marvsville, Michigan.

The Chemicals business consisis of whollvowned sabsidiary ANGUS Chemieal Company
(ANGUS) which produces and markets nitroparaffins and their derivatives, Derived from propane aned
nitric acid, nitroparaifing are marketed worldwide to a broad ringe of industries including the agricultural
and pharmaceutical industries,

TramsCanada Pipelines Limited (TransCanada) owns 40.98 per cent of ANG's shares, with the
balanee predomimnnly held in Canada, ANG shares are listed on (he Toronto, Montreal. Vancouver and

Alberta exelnges and (rade under the symbol ANG.



To Owr Sharveholders

In the Pipelines business, expansion of
the British Coluntbia syvstetn procecded on
schedule [or startup in November THE, In the
Extraction business. we advanced plans o inerease
the processing capacity of the Cochrane extraction
plant tor completion in T4 Our Marketing
business showed improved performanee in a
highly competitive environment, and good
recovery was made byoour Chemicals business
following the accelerated reconsiruction
of the nitroparattins plant at

Sterlington. Louisiana.

Earnings and Financial

Position In 1992, ANG re-
worded net income of S 179 million
or 50.82 per share, This was a
substantial improvement from
aloss of $44.6 million or $2.12
per share in 1991, Income From
continuing operations increased
by 14 per cent rising to $17.8
million in 1992 from S13.7 mil-
lion in 1991, This represents

carnings of S0.82 per share in

John Beddome

1992 compared o $S0.74 poer

share in 1991,

lrepronved resulis fronn operations,
rights offering and the sale ol our fine chemicals
business in Ireland contributed o a nmjor improve
ment in our financial position. The oftering was
fully subseribed and raised S5903 million, The
sale o the Tine chiemicals operation generated
s S5:4:3.0 million, This business had adversely
alfected carnings tor some tirme, Withe its disposi-
tior. ANG s now comprised of Tour profitable

huasiness segnments with significant growih potential.

Objectives We e targelivg
lotgterm proditable growth Ty
pursuing opportunities rekated
W our existing husinesses, We
have initiated an aggressive
capital program w enhanee
ANGES naneial strengith and
CHSUDE SUFong future carnings.
We have established
three priorities for 194
Complete our pipeline
expansion project and hegin
service in November 19603
Begin construction ot the
recommissioning projeet at

our Cochrane extraction plant:



Reacquire Tost markets to enable ANGUS (o

approach s historical profitability.

Pipeline Expansion The pipeline expansion
prevject in southeastern British Cohmmbin is a Key
clement in our growth strategy, This project is co
sponsored by ANG and Foothills Pipe Lines (Soath
1.0 Lid (Foothills (South B o conpany in
which ANG holds o 49 per cent interest,

The capital cost s estimated at
52240 million. This includes about S96.40 millicen

for ANG's compression Gicilities and approximately

S128.0 mitlion for pipeline segments to be owned by

Foothills (sonth 13.600),

On May 210 1992, ANG received
National Enerdy Board (NEB) approval to expand
its pipeline facilities, Clearing of the pipeline
right-wf-way has heen completed and construetion
has conmenced, Most of the work will talie place
in the spring and summer o 194930 All major
cquipment has heen ordered and the projeet is
on schedule and on hodger.

The British Columbia pipeline system
is being expanded in conjunction with an expan-
siont i the United States sponsored by Pacific
Gas Transmission Company {(PGT) and Pacific Gas
and Electric Company (PG&E). The PGT/PGRK

pipeline expansion is well underway, By yearend,

63 per cent of their facilities had been complotid,

The expansion projects. which conneet
at the British Columbia/ldabio international

honndary near Kingsdate, British Colunabia, will

increase capaicity of the Alberta/California
pipeline svster by more than S0 per cent. The
additionad caparcity has been contraeted uander
longternn arrangements,

By increasing the capacity ol the
Alberta/California pipeline syvstem, Canadian
prochicers will have greater aevess (o the growing
Pactfic Northwest and California markets, Greater
aecess 10 markels will help Canadian producers
compete where the gus is consumed, rather than
competing tor aceess to pipelines, This should

help muximize the value of their produetion.

Cochrane Exiraction Plant
Recommissioning The Cochrane extraction plant
recorminissioting project drose as aoresult of an
opporwunity created by the pipeline expansion
project. By reconnnissioning and upgradingg
certain faeilities, the Cochrine plant will be
cupuble ol proeessing the volumes of natural gas
which will be available upon completion of the
pipeline expansion. The plant recommissioning
project will inerease our NG extraction capabili-
tics by up o 70 per cent.

In December 1992, ANG signed a
product sale agreement with Amoco Candada
Petrolewm Cormpany Lud, and Amoco Canada
Resourees Lid, (Amoco). The agreenent provides
for the use of Amoco’s NG infrastructure
downstream of the plant in a manner similar o

existing arrungements.



Chemical Plant Reconstruction On May 1.

1991, the ANGUS nitroparaifins facility o

=t

Sterlington. Louisiana was severely damaged in
a tragic fire and explosion. Less than one vear
later, the facility was reconstrneted. During the
fourth quarter of 1992, the plant was operating
at full eapacity. By restoring operations as
quickly ax possiblo, ANGUS was able w maintain
continuity of supply for most products and begin
to regain nitromethane markets which sutfered
shortages during (he plant outage.

In July 1992, ANGUS reached un
insurance settlement witht its property insurer
totalling US $1530.0 million. This settlement was
related to damage and loss to the Sterlingion
operation resulting Irom the explosion. ANGUS s
continuing to seck further recoveries from the
former operator ol the Cacility.

The progress made in 1992, which
included completion of the reconstruetion
program and the sale of the fine chemicals
operation, has helped position ANGUS for

improved performance.

Ownership On June 30, 1992, Calgarvbused

ansCanada announced it had acquired the
43.98 per cent interest in ANG held bn PG @
whollyowned subsidiary of PGaE This was a
significant event in our corporate history, ANG
was founded more than 30 vears ago by PG&E as
the Canadian link in the Alberta/California natural
gas pipeline svsten.

TransCanada is well managed. well

financed and a highly regarded plaver in the

natural gas indusiey. We look forward (o renewed
growth with the support of TransCanada as

ANGS miajor sharcholder.

Outlook The natural gas industry in Western
Canada has been undergaing a painful transition
fromm the sharp gas price infTation ol the early
19805 10 (he severe gas price detlation of recent
vears, Clearly, the future snceess of our industry
will depend upon it ability (o provide services
more effectively and mwore economically than in
the past. Ineffective services are being improved or
phased out. This includes both services o external
custotriers and internal services provided within
company orgajzations.

ANG's suecess in this broad process
of enhancing organizational effectiveness will be
critical to meeting our objective of huilding
sharcholder value in the futre.

There is good reason o expeet
suicessful emergence from this (ramsitionary
process, Inereased effectiveness will e the key
o making the rest of the nineties a peried of
cfficient and profitable growth for ANG and the
Western Canadian nataral gas industry, ANG is

oplimistic as it looks w0 the future,

Reorganization As we forge ahead with our
expansion projocts in the Pipelines and Fxtraction
businesses, and with rebuilding the profitability: of
U Chemicals business, we have rearganized our
management twam. On Sceptember 20 19920 Norman
E. Wagner annonneed it he was stepping down as
Prosident and Chiel’ Executive OTicer, but would

confinue o serve as Chairmnan of the Board,



John Beddome was appointed
President mud Chiet” Execative Officer off ANGL
Mr. Beddotne has served in executive capacities
with Canadinn and international oil and gas
companics ad has extensive experienee in
natural gas processing and NGL oextraction, and
natural gas amnd NGL teansmission and marketing,

On August [0 1992 Wavne . Lunt
was appointed Senior Viee President aned Chiief
Financial Officer. Mreo Lunt brings extensive
financial and nataral gas indnstry experience o
ANG. In particular, he provides signilicant

strength in strategdic: planning,

People Concurrent with TranstCunada’s acquisi-
tion of PGS interest in ANG, four new members
Joined the ANG Board of Dircctors: Gerald .
Maicr., Chairman, President and Chict” Exceutrive
Officer of TransCanada: George W, Watson, Chief
Financial Officer ol TransCanada;. Robert M,
Young, Senior Viee President, Taw of
TransCanada: and Dervels Fo Henwood, former
Senior Viee President of TransOCanadia, Me
Henwood later stepped down from the ANG
Board following his appointnent as President
and Chiet” Exeentive Officer of Great Lakes Gas
Transmission Compuny.

My Beddome joined the Board of
Directors upon the resignation off Mr. Henwood,

The tollowing four directors resigned
from the ANG Board: Richard AL Clarke, Chairmnan
and Chicl Executive Officer of PG&R Stanley T,

Skinner, President and Chiel” Operating Oificer of

PGack: Jerry R Melewd Exeentive Vice President
of PGEE: aaul Stephen T Reynolds, President and
Chief Executive Otficer of PG We would like to
express our sincere apprecintions (o cach ot these
gentlemen for their valued contribnation,

The suceess we achioved in TR was
the result of the commitment. dedication and
expertise of our crployees, We commend the
cmplovess of ANG and ils subsidiavies for their
strong pertformanes,

ANG S o commpany poised for growth.
Sound operations and our dedicated people provide
a strong fonndation on which to build, We helieve
thitt the expansion projects underaay along with
other opportunities will create real growth and
vithue for our sharcholders, as well s challenging
and rewarding carcers for our emplovees,

On behall of manadgenient and the

Board of Directors,

=

John Beddonwe
President aad Chiled Foeewtive Officer

Norman E. Wagner
Cherivmean of Hre Boesd

Febywerry 16, 10003
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lueomte from continuing operations
was S17.8 million in 1992, This vepresents 4
14 per cent iperease over 19971 income 1o
continuing operations of $15.7 million. Farnings
per share rose 11 per cent, from $0.74 per share
in 1991 to S042 per share in 1992,

The Pipelines, Extraction il
Marketing business segments provided ANG with
a solitl earnings base which was eritieal to the
Company’'s recovery in 1992, Pipelines operating
income of 8G.6 million was 1.5 million or

30 per cent higher than the previous vear

Pipelines

Extraction
Marketing
Chemicals

Corporatle expenses

Operating Income
Equity and other income
Interest expense

Provision (or income laxes

Income from Continuing Operations
Discontinued operations
Extraordinary items

Net Income (Loss)

“Reslated in 1092

)

Extraction operating income of’ S20.08 million rose
S:323 million or T4 per cent. Marketing ineonie of
sS4 million vielded S101 million or 3.5 per
cent more than in 1991

Operating income from the Chemicals
husiness was S0.3 million in 1992, This was
£2.6 wmillion lower than the previous vear.

A loss from discontinued operations
ol $20.1 million tor 1992 retlects the sale of the
fine chemicals business, The amount includes a
loss on disposition and the 1992 operating loss o

the sale date. For eomparison puarposes, the Tl

1992 S laare 1494
$ ©.633 & 5008 s 3462
26,787 235103 2267
14,424 13,203 113,99
9,265 11,873 26,702
®1en W1y LA
47,918 J-1.663 a6l 41
4,684 3718 2171
(19,422) (20.347) [16.:348)
.(15381) (12.375) 106G
17,799 13,650 20,924
(20,075) (HT.78 (34.19:3)
....... 20,181 o (2490) )
8 17,905 5 (11.620) Lo T



line chemicals operating loss has been reclassificod
as discontinued operations, This loss, combined
with a $49.3 million loss mainly related o the
discontinuation of the magnesium operagion,
resulted in a S57.8 million loss for 1991, More
detail can be found in Note 12w the consolidated
financial stalements.

Fxtraordinary items, including a
520.2 million gain in 1992 and a $2.5 million
loss in 19910 relate o the Swerlington plant
explosion. Included in these items is o book
gain, due o insurance proceeds exceecding the
historical net book value of the damaged plant
assels, This was partially offset by non-reimbursed
expenses, insnranee deductibles amd Gixes.
Further explanation is provided in Note 13

to the consolidated finanecial statements,

As ANG looks o the future, significant
growth is expectidd from the British Columbia
pipeline expansion, the Cochrane extraction plant
recommissioning project. and u proposcd cogener-
ation plant (o be located newr Crowsnest, British
Columbia. Additional profit opportunities exist
through farther improvements in operating
efficiencies and market development. ANG is also
pursuing other growth opportunides related o is
existing businesses, including opportunities in the

Cheinicals business,



Pipelines

| il . |
oithe 't Drrtisti
LBritishi Colummbia pipeli
Aerta/Calitornia pipelin
approxinnuely Sact millic il
natural gas across the inte i

Columbia. This pipeline

I]{‘

are subject to the jurisdiction

The tolling method on the British
Columbia pipeline allows ANG to recover fixed
cosls through a demand charge based on
shippers’ contract gquantities. This demand charge
provides for all reasonable and necessioy operating
costs, depreciation and amortization, incore and
other taxes, and o return on the unrecovered
investment. Variable costs are recovered throngh
a commodily charge based on shipper throughput.

ANG has another pipeline investiment in
British Columbia through o 49 per
cent common share ownership in
Foothills (South B.(). Opermusd by
ANG, this pipeline parallels about
onehall of the Company's British
Columbia pipeline.

ANG also owns amdd
operates a pipeline in the Peace
River area of northern Alberta.
This pipeline is dedicated primae-
ily to the delivery of natural gas
to Shell Canada Limited's heavy

oil recovery project.

Operating Income
Pipelines

fmittions of doflarsy

As part of ANG™S ongoing commitment

1o provide safe and reliable natonal gas nnsporc-

tion service, the Company continuesd to apgrade its

pipeline Lwilities in 1992 Capital spending totalled

5227 million for projects which inelnded installing

o more cfficient compressor unit at Station 213 near

Movie. British Columbia, connecting a security loop

at the Kl River crossing. and completing two

control facilities,

Additional invesunent related o these
projects resulted in Pipelines
aperating ircome inereasing
from Sa. 1 million in 1991

Lo S6.6 million in 1992,

Refleeted in the 1992 results is

the offsetting effect of an NEB

decision to lower pipeline tolls on

ANGTs British Columbia pipeline,

As g result of this decision,

elfective Febmary 7. TO820 the
decned common equily cormpur
nent was reduced from 35 per

cent o 30 per cent, and the rate
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of retirn on commaon cquity was selat 12 per cent,

dowrr from 1375 per cent. The allowed rate for
ANG's deemed debt was fowered from 115 per
cent to 8.5 per cent.

California state and United States federal
regulators have cmbarked on a program which
incudes cortadn rulings designed W open up the
Alberta/California pipeline svstem o allow acoess (o q
greater munber of natural gas shippers. Negotiations
on this restructuring prodeam are underway between
industry and the United States and Canadian
governments, Until negotiations ane further developeed.
any possible impaet of this program on ANGS

Pipelines business remains unclear.

Pipeline Expansion Project Cosponsored by
ANG and Foothills (south B.C2), the pipeline
expansion project in southeastern British
Columbia will increase the capacity of the

ARG and Foolhills (South B.C) pipeline systern
by more than 30 per cent. This project will
allow delivery ol an additional

24.7 million cubic metres per day

is beind boilt in conjunction with an expansion
in the Unived States sponsored by POGT and PG&eE.
The capital cost of the ANG/Foothills
{(Sourh B.O) project is estimated at $224.0 million.
OF this amount. $06.0 million is for compression
cquipnient belonging (o ANG, and 5128.0 million
is for pipeline segments helonging to Foothills
(senth BaO) As o 39 per cent owner of Foothills
(South RO ANG's share of the Foothills (South
B.CO portion of the project is approximately
SG.0 million. Discussions are undenway 1o have
the Foothills (South B.OC) portion project financed.
On May 21, 19920 ANG received NEB
approval tor its expansion lacilities, Foothills
(south B received the necessary spprovals
under the Northern Pipeline Act for its portion
ol the project. In November, the NEB confirmed
that ANG had fuallilled all preconsteuction condi-
tioms and could procecd with constrmetion off
compression facilites. All major equipment has
been ordered, clearing of the pipeline rightofaway

hus been completed, and prelimie

Kingsgate Export Volumes

miflicns of cabic welres

nary construction has bhegun.

fuvervage por ceyf

(872 million cubie feer per day) of
Canadian natural gus for export
Kingsgate. British Columbia. The

ANG/Foothills (South 13.67) project

Mast of the work will tike place
in the spring and swmmer ol
14993 with serviee (o begin

in November,



ANG has longerm transportation

contracts with 20 shippers for the additional capacity

of the expansion. As of February 19493, export
licenee applications had been filed with the NEB
by or on behall” of shippers holding approxsi
nuitely 45 per cent ol the expansion volumes,
In Janmaary TR removal permils for several
shippers were approved by the Alberta Energy
Resourees Conservation Board {(ERCB),

Also inJanuary 19930 the ERCB held o
public hearing om a series of applications by NOVA
Corporation of Alberta (NOVA) for expansion
fircilities needed 1o connect with the ANG/Foothills
(South B.CY) praject. A decision by the FRCDB s
expeeted by March 1, 1093

Construetion by PG

and P&l in the Uniled Stares

The ANG Foothills fsouth 15.00)
pipetive erpansion projet is peort

15 proceeding on schedule, Al year
ed, 65 per ocent was complete
375

pipe in the ground.

with more than miles ol

VLBERT
HPIPELINT

Crowsnest Cogeneration Project ANG and is
partner, TransAlt Energy Corporation (TEC), are
planning to buikl a cogencradion Facility w Te
located wljacent (o ANG™s Compressor Station 1
near Crowsnest in southeastern British Columbia,
The projsct is estimated (o cost S 15000 million,
Using highly eflictent and environmene
tally sound technology, the facility will produce
130 megawaits of electrical power, The process.,
kunown as enhanced combined evele cofeneration,
has been used in numerous facilities in North
Americi, Heat will be recovered tromn ANG's
pipeline compressors and from (wo additional
natural gastclled turhines, The heat will be
converted o steam and used (o drive a
steam lurbine generator (w
pricluce elecetricity.

The etectrical

of o meajor copeansion of the
Mbevta/California natural gas
transprission spstein.

power will be sold under a
B0vear contract to the

Sacramento Municipal Udlity

Alberts Nalural Gas
Company Ltd and
Foothills Pipe Lines
South 8.C) Ltd.

Pacific Gas
Transmission Compuny

Pacific Gas and
Electric Company

= NOVA Corparation of Albrng
VEAFefi N

Syl

1AL



District (SMUD} located in northern California.
Material terms of this agrecement are expected to
be finalized in the [irst quarter of 1993, The
current understanding provides that all available
power will be purchased by SMUD at the plant
gate for a fixed capacity payvment which will
provide a return over the contract’s 30-vear
term. SMUD will he responsible for supplving
fuel for the cogeneration plant and arranging
transmission of the cleciricity o California.

In December, a partnership agreement
was signed between ANG and TEC, ANG and TBEC

will hold undivided intlerests of 51 per eent and

=’

‘e

49 per cent, respectively, in the Crowsnest
Cogeneration Partnership. ANG and TEC will cach
own H0 per cent of the Crowsnest Cogeneration
Corporation which will acl as manager. agent and
trustee for the partnership. ANG will operate the
cogeneration facilities.

With continued success in the developr
ment of the Crowsnest Cogeneralion project
construction could begin in 1994, with the {irst

delivery of power scheduled for 1996,
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NGL, ethane and liguitied cathon
dioxide are removed rom the gas stream as it
passes (hrough the plant.

Extracted NGL, composed of approxi-
mately 69 per cent propane, 22 per cent butane
and nine per cent pentane-plus, are sold to
Amoco under longernt contracts. The propane is
used for crop drving, petrochemical [eedstock,
vehicle carburation and rural heating. 'The butane
and pentaneplus are used mnostly as blending
stock [or fuel.

Recovered ethune is supplied under Tong
term contract to Novacor Chemicals Lud, (Novacor)
principally for conversion o ethylene at the
Novacor plant at Joffre. Alberta. Ethylene is used
in the manutacture of a4 variery of
products inchuding home turnish-
ings. anwmotivee parts. household
products, industrial gdoods, paints
and solvents.

The Extraction business
continued o provide ANG with stable
and reliable income in 1992,
Operating income assoviated with

longterm cost of serviee agreements

Shainline of the NOV nataral gas
p ‘

Operating Income
Extraction

favillians of dollers)

wis $26.80 million. compared 1o 5235 million in 1991,
The 14 per cent increase was mainly related to addi-
tional revenue required w pay higher income G,

A program by Calitornia o United
States regulators designed (o open up the
Alberey/Calitornia pipeline svstem to a greater
nunmber of shippers is not expected (0 affect the
volummes of natural gas currently processed at the
Cochrane plant, However, s discussed on page
I3, in the Pipelines bisiness section, negotiations
botween industry and United States and Canadian
governments are stll underway. It is unelear the
possible impact. this restructaring program may

have ou the Extraction business.

Cochrane Extraction Plant
Recommissioning Project
ANG s proceeding o recommis-
sion a portion of the Cochrane
extraction plant. This business
opportunity is derived from

the pipeline expansion project
which will increase the quantity
of natural gas available w

the plant.



Fxpunsion of the plant will involve recorne
tissioning and moedityving cortain acilities (o inerease
the planCs NGL production ecapacity fo lindle up
o an additional 23.5 million cubic metres per day
(900 million cubic feet per day) of natural gas,
Preliminary technical analysis is complete and
work has begun on detailed engineering. Suhject
Lo regulatory approval, ANG will be ordering major
cquiptnent in the spring of 1993, and field worl is
scheduled to commence in e sunner.

In Ocober 19602, ANG submitled an
application o the ERCHB for construction of
the proposed facilities. In February 1993,

ANG received a developinent permit from the
Munivipal District of Rocky View. In support of
these regulatory submissions, ANG initiated a
public consultation prograin 1o solicit input from

arey residents.

On Decornber 16, 1992, an agreement
was signed with Amoco for the sale of produet
from the expanded facilities, The agreenient
provides for the nse of Amoeo's NGL infrastucture
downstrear of (he plant in a manner similar o
existing arrangernetils,

ANG s also discussing gas supply
arrangements with the shippers expected 1o
transport gas through the proposed expansion of
NOVA'S pipceline facilitios, Managemoent believes
the recommissioned Tacility will ofter efficiencies
o the NOVA expansion shippers that cannot be
achioved through other alternatives,

Currently. the project schedule anticipates
startup in nid- 1o ue-19% An ecarlier siotup is
possible, bt is largely dependent on regulatory

approvals and delivery o major equiprent.

Higleer production of NGL and clline at e Coctirane
plevt dhiving 102 weas prieaeiy due Lo o shightly ricker
corpasition of e dnlet gas stream from The western
Atevter ndnline of the NOVAA pipelive,

NGL Production

Hinnsgnds of beorvels {avcrage per dagyg)

Ethane Production

Hegnsernrds of havvels (oecvage per day)

410 407 403



Markeling

he natnral oa Ak .
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Natural Gas Marketling ANG's Natral Gas
Marketing is conducted by CanStates Gas Markeling
which primarily targets markets in the Eastern
United States and, to a lesser extent, Central and
Western Canida. ANG has a twothirds ownership
interest in CanStates Gas Markeling,

During 1992, CanStales Gas Marketing
continued to develop longterm business. (n
Sepleraber 1, 1992, CanStates Gas Marketing
formally assumed an established contract to supply
gas to Transeo Energy Marketing Company (T1MCO)
at Niagara alls. Ontario. To obtain this contract,
CunStates Gay Marketing entered into longterm gas
supply contracts with a number of prodnecrs, The
transfer of the existing export licence was approved
by the NEB in August 19492, This
was the second long-term sales
contract between CunStates Gas
Marketing and TEMCO. Total deliv-
eries o TEMCO are approximaltely
3.0 million cubic metres per day
(125 million cubic feet per day).

Natural gas sales hy
CanStates Gas Marketing vielded
substantial profits during the (st
thrie quarters of 1992, These
profits were partially offset by
[ourth quarter losses  which
weurred when spot. prices increased
dramatically, Selling price commit-
ments under various contracts did
not contemplate the unexpected

prive jumnp.

Operating Income
Marketing

friillions af didlars)

| GYEE =p ]

NGL Marketing The NGL Marketing business
consists of parcticipation in NGLosales rom the
Cochrane extraction plant and ANG'S NGL narket-
ing arm, CanSudes Energy. CanStates Energy, a
partnership of wholly-owned ANG subsidiaries,
purchases NGL and liguificd petroleum gases and
resells them o elineries, retail propane distributors,
petrolenm chemieal plants and aerosol manufice
turers. About hall of CanStates Fnerdgy's sales are
made in the United States.

After a slow start, CanStates Energy
showed recovery in the tourth quarter as a result
of stromg vearend NGL prices combined with the
opening ol a Houston, Texas sales office in
Ovtober, CanStates FEnergy s exploring diversitica-
tion of its XGL brokerage activities
by pursuing crude oil marketing
oppartunities, Turing the spring
of 1992, muany major oil compi-
nices made a shift in their joint
ventre marketing policies, This
move has created opporiunities
for entities such as CanStates
Energy (o assist midsize and
Junior companies in their erade
oil marketing.

NGL protlueed at the
Cochrame exiraction plant inereased
in 1992 mainly due to o slightly
richer inlet gas strean which
allowed for higher sades volumes,
The incresse in sales was partially

oftset by Tower selling prices,



Reconstruction of the ANGUS nitroparaffins plant in Sterlington,
Louisiana was completed in May 1992, ANGUS is working diligenily
to restore its manrkel position.



Cliemicals
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Nitroparafting and derivatives

produced by ANGUS are used in many applica-

tions: pharmaceutical intermedintes, printing inks.

dispersants for paint pigments, biocides in
cutting fMuids and persomal care products, fuels,
agricultural chemicals and more,

In 19920 operating income for the
Chemicals business was 5003 million, down (rom
SLLY million in 1991, Onedine charges for site
clean up. legal {res and restrncturing costs more
than offset improved sales revenues,

Operating revenne in-
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ANGUSS inventories of key produets had declined
to o mininunn, Management continued o produet
allocation program into 1992 working with s
many customers (o accommodate their require-
menis (o the extent possible,

During the production outage in 144 ]
and 19920 there was o tarketpliace: shortage off
nitrometlzuie, one ol ANGLUSS Rey products In
respomse, ncereased production of nitronethane was
hronght on the market from other sonrees. ANGUS
is working diligently (o restore its nuarket position.

I 1992, ANGLUS

Operating Income
creased (o 81 15.6 million jn 19492 Chemicals reached o U's $150.0 million

faillions of daollars)

from $57.3 million in 1991, This
improvement was related (o the
reconstructed plant achioving
partial production in March and
full production during (he fourth
quarier of 1992 Successiul
completion ol a “fast track”™ recon-

struction project was essential s

insurance setlement with

ils property insurer for
darnnge and loss resulting
from the Sterlingron explosion.
IFurther details are provided in
Notw 13 to the consolidated

linaneial statements.



ANGTS assumed operation ol the
Berlington Gueilits on Febroary 200 1092 " Te plan
Bad previcasly been operated b IMC Ferdliver, Tne
ACEY onder o nenagernent and sopply sgrecinent.
I assurmng operations. ANGES hired 20 expect
chiced opsite craplovess previously cmnploved e
PO Approxinately Us o s28 million was peod
Lo AT under an adreement swhich included the
purchase ol adjucent land and ntilities.

Iharing the sccond bt o TOf02,
ANGUS'S Largest competitor shat down s
business<: Ligquidation ol thal compsnn s invenlories
s expecled o bmpaet ANGUSS narlaels inoihe

nead terim unul the innverdories are depletedd,

ANGES Fine Chernicads, Lud. (AFCL).
dovhiollyvany el snthsidiary off ANGU = Tacated in
Hingasiiddy, County Corle Trelimd, was sold e
approsinntely Us =100 milliopn i Avdost 1092,
The sale resulted Do TO92 Joss rany diseanting:
ned operations ol S2001 million, This sonond
rellects o S TGS miliien loss aon the e, plos
it operating loss to the sale date of S36G nllion,
AFCLs 1991 aperating loss ol S8.5 nuillion hais
bectr reclassiticod s ddiscontinmed oprerations for
|'HIII|)£II'I'?-;(||| JRAThses. This =ale allts ANGLS
Hragernent Lo locus e groswth witliin fis core

DO R s hisitiess.
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Liquidity and Capital Hesowrees

and Hie issue of common e
ANG's cash position. which
improved by S29.0 i

Woere roedieed by =010 villion

Cash gencrated from operations
increased significantly in 1992, The contribution
from contlinuing operations was $3 1.9 million,
$6.0 million more than in 1991, This was largely
due o improved results rom the Extreaction,
Pipelines and Marketing businesses, Larnings
from these businesses were partially ofTset by the
performance of (he Chemicals business and
higher income taxes. Funds from discontinued
operations were $48.7 million during 1992 and
Included proceeds from the sale o' AFCL.

Capital expenditures on property. plant
and equipment for 1992 totalled $85.4 million.
Approximmately 50 per cent of this amount was
directed 10 vost of serviee businesses and
included the pipeline compressor replacement
and pipeline expansiont projects. The balanee
primarily was associated with the reconstruction
of the Sterlinglon plant. The change in non<ash
working capital of $17.0 niillion reftects the
paymentl of Sterlington plant reconstruction costs

accrucd during 1901,

Finaneing activities in 1992 included
a suceessful rights offering during the Tourth
quarter. Through the issue of 4.7 million common
shares, ANG raised net proceeds of 53893 million.
The proceeds initislly were used o repay short:
term debt and will ultimately fand a portion of
the capital expenditure program in Canada,

A December 310 19920 (oal debt was
$193.8 million and included longterm deht. the
current portion of longterm debt and all notes
payable, OF this amount, $123.0 million was
denominated in Canadian dollars, 5398 million
in Untited States dollars and $11.0 million in
Deutsche marks. See Nowe Goto the consolidated
linancial statements for further details.

AL the end of 19920 ANG had revolyv-
ing credic faeilities with five Canadian banks
totalling $176.5 million of which S86G.2 million
wits unused. ANG also had a US $12.0 million
credit Facility which was unused. During 1992,
the Company’s Board ol Directors inereased the
authorized limit of shortderm borrowing for ANG

and ils subsidiaries (o 52300 million.



Tok! capital investment during 1993 s
expected 1o be about S147.0 millien. Within the
Chemicals business, spending is planned at
approximately $15.0 million and includes expendi-
tures for safety and regnlatory requirements, aned
naintenanee capital. Cash generated by the
Chemicals business will be sulficient o fund these
requirernents, In Canada. ANG expects to spenid
about $132.0 million on projects which include
the British Cohunbia pipeline expansion and
Cochrane extraction plant reconumnissioning project,

Finaneing requirements during 1993
will he satistied throngh u combination of
internally generated cash flow, the issue of long-
term debt and short-term borrowing. ANG
intends to refinance its $60.0 million 10 per
cont debentures which mature October T

Given the strength of the Company's
financial position at the end of 1992 managdement
does not expect the arpbitions capital expansion
program and related financing requirements o

result in unreasonable levels of debd,

Sensitivities Management monitors key business
drivers which atfect ANG's cash Tow and profit
ability. Nafural gas and NGL prices, other energy
costs, chemical products prices, interest rates and
forcign exchange rates are all key drivers within
ANG™s core businesses, Knowledge of their effeets
on cash flow widd profits of all the businesses is
essential for reducing ANG's operational and

fiticial exposures,

Corporaly Key Divivers Efect on
ANGS 18978 Net Tueone

Corporate Key Drivers

I'ropane price inerease of

5005 US per gallon 5 0.7
Nterest e incerease of 1% =5 (0.7)
Us dollur exchange rate inerease

of S0,02 Cdu. s 0.7
U'S dollar exchunge rate ineroase

of 54 versus Dentsche mark b (0.4
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Health and Safety ANG's safety program
was formalized in 1990 with the goal of attaining
a perfect safety record. During 1992, several
initiatives helped increase safety awareness.
Presenlations were made at all locations to
outline the safety program’s gouls und objectives,
Courses were hekl on supervision principles of
safety management and accident investigation and
analysis. Emiployees also received job skill upgrid-
ing and training in such arcas as safe chemical
handling, emergency response proparedness and
fire fighting techniques.

Hazard and Operability Studies
(HAZOPS} are being carried oul at existing
facilities. HAZOPS identify procedures which
create a safer environment. As part ol normal
project developinent, these studies are also
conducted at the engineering design stage lor all

new projects.

In 1992, ANGUS implemernwed (he
Chemical Manufacturers Association Responsible
Care Program. This program is part of a continuing
effort by the industry to improve the management
of chemicals. Tt consists of managing principles
and codes of practice designed to minimize tisks
of accidents, spills, and exposures (o chemicals
in production and distribution. These codes
represent a olal commitment to hiealth, safety

and environmental protection.

Environment ANG is dedicated to maintaining
a high stundard of environmental quality. The
Comnpany 1ot only complies with relevant legisla-
tion. but alse encourages other initiatives (o

[']l'()l(‘('l the environment.



One important initintive involves
environmental andits of all tacilities on an ongoing
basis. The andits assess the Company’s complinhee
with legal requirements, conformanee with policies
and standards of performance, and day-today
environmentad management and housekeeping.

In 1992, andits were conducted at the
Peaee River pipeline, the corporate head office in
Calghary and ANG's vehicle leet. They showed that
ANG's facilities comply with regulations, and
conform with industry and corporate standards
and practioes, The results also showed thid ANG
operales in a progressive amnd environmentally
responsible manner.,

The audils identified minor housekeep-
ing requirements and action plans were developid,
ANG also implemented changes which were
recommnended in the T environmental audils
of the Cochrane extraction plant and the British
Columbia pipeline system. For example, at
Cochrane, waste disposal guidelines have Tormal-

ized waste handling procedures at the facility,

An intermal report on ANGUS'S
cnvironmnental policies and practices showed
complisnee with regulations and conformanes

with industry standards.

Corporate Contributions .As a responsible
company. ANG invests in the continued develop-
ment of the communities in which it operates,
Contributions are made 1o organizations that
promote health, welfare and education. as well as
athletic, eivie and cultural activities. As in past
vears. ANG contributed significantly (o cach of
the Uniuxd Way eampaigns in the communities in
which it operates, A emplovees were encouraged

o do the sane.



Management's Report

The accompanying consolidated financial statements and all other information in this
Annual Report have been prepared by the managentent of Alberta Natural Gas Company Ltd (ANG),
Management is responsible for the integrity and objectivity of this intormation. The financial statements
have been prepared in accordance with accounting principles generally aceepted in Canada and conform
in all material respects with International Acconnting Standards relating to the presentation ol histori-
cal cosl financial information. Where appropriate. amounts based on estimates and judgements are
included. Financial information throughout this Annual Report is consistent with the consolidated
financial statements.

Management has established and maintains appropriate svstems of internal control. with
policies and procedures which are designed to meet its responsibility for reliable and aceurate reporting.
These systems of control include periodic reviews by ANG™s internal auditors.

Arthur Andersen & Co, are independent auditors appointed by (the sharcholders, The audi-
tors have considered. for the purposes of determining the nature, timing and extent of their audit
proeedures. ANGs internal controls and have andited the consolidated financial statements in aceor-
dance with generally accepted auditing standards to enible them o express an opinion on the fairness
of the financial statements.

Through its appointed Audit Committee. the Board of Direcltors oversees management’s
responsibilitics for financial reporting. The Audit Committee meets regularly with management. the
internal anditors and Arthur Andersen & Coo to review anditing and financial reporting matters,
Internal and external auditors have unrestricted aceess (o the Aadit Committee and management. The
consolidated financial statements have been approved by the Board of Directors on the recommenda
tion of the Audit Committec,

Auditors” Report

To the SBhareholders of Alberta Natural Gas Company Ltd:

We have audited the consolidated balanee sheet of Alberta Natural Gas Company Ltd as al
December 31, 19492 and 1991 and the consolidated statements of income. reinvested carnings and cash
flow for the years then ended, These financial statements are the responsibility of (he company’s man-
agement. Our responsibility is to express an opinion on these finanecial statements based on onr audits.

We condueted our audits in aceordance with generally acceepted auditing standards. Those
standards reguire that we plan and perform an awldit Lo obtain reasonable assurance whether the finan
cial statements are free of malerial misstatement. An andit inelides examining. on a test basis, evidencee
supporting the amounts and disclosures in the financial stalements. An audit also includes assessing
the accounting principles used and significant estimates made vy management. as well as evaluating the
overall finaneial statement presentation.

In our opinion, these consolidated finanecial statements present fairly, in all material
respects. the financial position of the company as ot December 310 1992 and 1991 and the results
of its operations and the changes in ils cash low for the vears then ended in aecordance with gen-

erafly accepted acconnting principles.

Calgary. Alberta. Arthur Amdersen & Co
January 29, 1994, Churtered Aceountants
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Operating Revenue

Operating Expenses
Operating and maintenance
Selling, administrative and research
Depreciation and amortization

Property taxes and other expenses

Operating Income
Equity income
Interest and other income
nterest expense

Income from Continuing Operations
before Income Taxes
Provision for income taxes

Income from Continuing Operations
Discontinued operations
Extravrdinary items

Net Income (Loss)

Earnings per Share
Continuing operations
Discontinued operations
Extraordinary items

Net income (loss)

(rm-.ohdu!(d btut(’nu’n! ()[ Reinvested Fa P‘NH!U‘i

Year vuded Decewdher 31
(uu “JOM‘\(UH!‘U

Opening balunee

Net income (loss)
Comimon shares purchased and caneelled

Dividernds

Closing balanee

DUC pocompnping woles

364,157
50,079
15,426

345,492
43,0906
10.871

47.918 '
2,504
2,180

(19,422)

33,180

(15881

17,799
(20,075)
20,181

'$ 17905

o

4“ 002
44 GG
(’() J4 r)

28.0:34
(12.375)

15,659
(H7.78Y)

0.74
2.74)
((l 1 )]
212

ll( 364

(44.620)

(3.071)
(14.273)



Consolidated Balanee Sheel ALBERTA NATLEAL GAS COMPALY (1D

December 31 1992 1a91
fin thousuntls) resteteed
Assets
Current Assets
Cash and interest bearing deposits $ 39,601 S 100s04
Accounts receivable 86,132 G7.067
Income taxes receivable 10,876 5,749
Inventories 38,661 24 948
Other 3,960 2,239
Total curren! assels - 179,010 l 114 ll
Investments 18,489 20,635
Property, Plant and Equipment 289,752 211169
Goodwill and Other 22,021 24,357
Net Assets of Discontinued Operations - 72327
..... $509272\441(”q

Liabilitles and Sharehoiders’ Equity
Current Liabilities

Notes pavable $ 22,009 540879
Accounts payable and acerued liabilities 86,463 24T
Deferred income taxes 16,361 13,773
Current portion of longterm deby 60,000 -
Toted enrrent HDubilities - 184.833 1 l‘ll.Zi
LongTerm Debt 111,813 198,725
Deferred income Taxes 43,150 18,679

............ 339,796 B

Shareholders’ Equity

Common shares 113,099 R
Reinvested carnings 58,239 30,400
Foreign exchange adjustment (1.862) (:3.830)

............ Chaare T ok

Approved on behall of the Board of Directors,

Director Director

See accomputnying notes



Consolidated Stalement of Caste Flowe ALBERTA NATURAL G&5 COMPANY LTO
Yeor ended Decvpebor 21 1902 1411

{n Hhoraser pifs) restaltod

Continuing Operations

[neome from continuing operiations $ 17,799 5 13.659
Nop-cash items included above 23,038 22361
40837 38020
Change in non-cash working capital items 6,921 3,000
Lffeet of exchange rate changes 4,136 {694)
% 51,894 0§ 45021
Discontinued Operations S
Loss from discontinuced operations $  (20,075) S (HT.T8M
Non-vash items inehided above 63,688 18517
Change in noncash working eapital items 5,084
..... . 48,697 e
Investing Activities -
Net properiy. plant and equipment additions $ 856,409 5 TRAH19
Extraovdinary iters (34.956) (7.623)
Change in non-cash working capital jwemis 17,031 (17.031)
Investments (4.661) (1.835)
Mher (3.742) H414
""" $ 59,181 & 53442
Financing Activities SO
Common shares issucd tor cash & 59,277 bl 31
Common shares purchased and caneelled - (3,690
Change in longterim debt (28,758) 19.022
Dividends (15.086) (14.273)
$ 15453 S 108l
Summary of Cash Provided (Used) S
Continuing operations $ 51,894 s 45021
Discontinued operations 48,697 (37.974)
Investing activities ($9,181) (HH.442)
Financing aetivities 15,453 1.081
56863 (46414
Cash and Cash Equivalents
Opening balunce (39.371) 70438
Closing Dalanoey $ 17.492 . “- 7 (N!?]]

Neraerin i g neles



Noles to Consotidalted Finaweial Statewenls ALBERTA HATURSL GAS COMPANY LD

1. Description of the Business

Alberta Natural Gas Company Lid (ANG)Y owns wind operates o largediimeter pipeline for the
transportation of patural gas through sontheastern British Columbia, This pipeline links the systems of
NOYA Corporation ol Alherta (NOVA L and Pacific Gas Transmission Company (PGT) o move naoaral gas from
Alberta to Calitornia and the Pacilie Northwest, ANG holds a 49 per cent interest in Foothills Pipe Lines
(South B.C) Lud.. o pipeline which parallels aboot half off ANG™s British Columbia pipeline 1t is operated
by ANG as ancintegral part ol the link between the NOVA and PGT pipeline systems, ANG also owns
and operates a sinalter pipeline located near Peace River: Alberta which transports natural gas mainly
to a heavy oil recovery facility.,

ANG owns sond operates a natnral gas liguuds (NGL) and ethane extraction facility near
Cochrane. Alherta The plant straddles the woslern Alberta mainline of the XOVA pipeline systen which
conieels with ANG™s British Colnnmbia pipelite,

The natural gas shippers on the ANG pipeline system and the parchasers of NG and ethane
front the Cochirane extraction plant have adgreed (o provide for the recovery ol operating expenses, laxes
and capital invested together with o vetorn on the unrecovered inveshment. ANG is also entitled 1o
participate in any nurketing profits arising from the sale of prodoacts (rom the Cochrane plant,

ANG s endaded in varions other aspects ol the natureal gas and Hgoid Toel basiness in Canada
and the United States, These activities inclhuwde marketing natural gas, erude oill ethane and Nl

ANGUS Chemical Company (ANGUSL @ whallyv-oswned subsidiary off ANG owns and operates
chemical production facilitios located i the United Stades and Germany. These Tacilities utilize
feedstocks dervived Trom natural gas in the production of nitroparaflins and derivative products that e
marketed worldwide, Tno 19920 ANGUS assumed operation of the United States faceility ar Sierlington,

Louisiani from a third-party operator.

2. Accounting Policies
The consolidated Financial statemoents have been prepared in aceordanee with aceounting
principles generally aceepted in Canada. The significant aecounting policies of ANG are

summarized helow:

Basis of Preseidation
The consolidated finanmeial statements include the aecounts of the parent commpany and all of
the acconnts of subsidiaries and partnerships over which ANG has control. The equity method off

accounting is followed Lor other investnents,

Regulution

ANGs British Columbia pipelinge is subject o regulition by the National Energy Board (NEDB)
purswant (o the National Energy Board Act. The NEB regulaies aceounting matters, the export of gas, the
construction atel operation of gas pipelines and the wolls and tarifls charged for such operations, The Peace

River pipeline is subject 1o the jorisdiction of the Aberta Energy Resources Conservation Board.
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2. Accounting Policies (continmed)
Iirentories

thventories ave carried at the lower of costand market, The last in, livst out method is used
Lo account lor certain chemical product inventory costs. The cost ol the remmaining chemical produoet
inventory is devermined using the fipst in, first out method, IF the fiest in fiest out method had been
usced for all chenrical product inventory costscinventories would be 5549 million highey it Decomber 31,
14K

2873 willion at December 31, 199 1) For all other inventories, cost is determined as average cost.

Propevty, Plawd and Fguipivend

Properiy. plant and cquipment is carrvied at cost less acenmubated depreciation. Cost inchides
the cost for funds used during the construction ol assets thut are devoted 1o cost of service arratdements.
The rate used 1o capitalize this financing costis the NEB's approved rate of return on rate base ors where
appropriate. the rate specified in the cost of service contract, This returen is included in income when it
is recorded.

ANGTs British Columbia pipeline is depreciated an a straight-line basis using rates reviewed by
the NEB. The overall composite rates are currenty 3.5 per cent (3.9 per cent in 190 1) tor pipelines ol
L2 per coent for compressor stations, Prior to October 1991, depreciation was deterntined based on the
rentaining NEB authorized natural gas export volumes, The offeet of this change in policy is nol naterial,

The Peace River pipeline il the Cochirane extraction pland are heing depreciated ona straight-
line basis over the tevp of their respective service and supply contracts (up o the year 2012),

Chemnical production facilitios are heing depreciated on oo straight-line basis over the estimated
usetul lives of the ussets, Buildings are depreciated over 9 (o 25 vears and cquipnient is depreciated over

J o 19 vears,

Cioodwed!

CGoondwill arose on the acquisition of certain subsidizries and partnerships. It represents the
portion of the purchase price in exeess o the fair value of the identitiable nel assets acquired and s
aniortized on o steaightdine basis over o period of 30 vears, The nnamortized balaoee is S 13500 million at

December 31, 1992 (S 137 million at Decoimber 31, 1995,

Forveign Curvency Translation

The aceounts ol United States subsidiaries ave transloted into Canadign dollars using the
balattee sheet date exeliange rate tor all assets and labilities and (he average exchangde rate for the year
for revenues atd expenses, The cumulative effects of these Toreign curreney translstions are included in
the "Foreign exchange adjustment”™ component of shareholders” cquity nntil there is a realized rednetion

of the et investment in United States dollars,
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2. Accounting Policies (continned)

Cortain United Scates dollir deb and Toreign earreney contracts act as a pavtial hedge agaeinst
the foreign exchange exposare related 1o the United States operations, Aecovdingly, exehange gains or
losses associited with this debr and these contracts are also included in the separate foreign exchange
section of shareholiders” equity,

The aceonnts of the German subsidiary are transked ingo Canadian dollios using 1he balanee
sheet date exchange rate for all monerary asscets and labilities and the historical exchange rite for non-
monctary assels atd liabilities, Revenoes and expenses are transliced at the exchange rates prevailing
on the date ol the transactions, The elfect of these forcign earreney transhdions is inclnded in the
deterntinalion ol net incone,

ANGTS Denrsehe mark denominated Tong-term bunk loan is transloted ino Canadian dollars
using the balinee sheet date excehange vate, The effect of this foreign carreney tramsltion is deferred and

amortized (o income over the term of the hank loan,

Natural Gas Seles Conlraels
Certain natnral gas sales contracts arve entered into at fixed prices for up tooa vear, Revenues
and expenses related to these contracts e recorded when deliveries are made, dAnticipated future Josses,

irany. on specilic contracts are charged to income when identitied,

Tweome Teoeres

[ncome taxes are provided on the tix allocation basis for all income except for the extraction
income Crom the Cochrane plant which is subject (o cost ol service contracts, Ineonwe taxes are provided
on this source of income (o the extent they are recovered as revenue, Had the tax allocation busis heen
used for this source ol incaome. there would have heen o delerred tax recovery ot 53.7 million in 1992
(F048 million in 1991) on thes income and additional deferred income laxes would hive been recorded
in the amount of 520 million to Jwecember 310 1992 (8237 million 10 December 310 199 1),

Withholding tases are not provided oo carnings of foreign operations unless repatriation
vecurs, It is management's intention (o permanently reinvest undisteibuted carnings of foreign
operations in the forcidn jurisdictions. tn 19920 it was derermined that US S38 million wounld be
repatriated and withholding tixes of 10 per cont or US 558 million were recorded, By December 31,

1992, Us S T8 million of the US 8538 million was repsdriated,

Post Ewiplogment Bewefils Other than Pensions
Certain health cares dental care and tife insurance benelits oo eligible retirees and their

dependents are provided. These benefits are expensed when the costs are inenrred.
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3. Inventories

Deceber 33 1992 19491
(i Heniseands) roestated
Pipelines $ 2,750 s 200
IExtraction 1.977 1,532
Marketing 3.816 RAIR
Chemicals 30,008 19315

$ 38551 SRR RINTY

4. Investments

Decenibey 31 1992 L4341
fin Hransrpdsy
Foothills Pipe Lines (South B.CL) Ltk $ 6,638 5 G301
S Chur Underground Storage Partnershipy 4,457 1051
Amaoco Centre 4,179 22
Foothills Pipe Lines (Yokon) Lid. 2,567 2764
Advinees 1o the nitroparalfins plant operator - 3463
Other 748 G0
$ 18489 S 20455

Foothills Pipe Lines (South [LC) Ltd, has negotiared S 1o million bank line of eredit to provide
interim financing tor its portion of the pipeline expansion project in southeastern British Cohoubia,
ANG has guaranteed 49 per cent of any ontstanding loan balanee, The guarantee does not apply (o any
refinancing of the loan which managemoent anticipates will oceure in 1O,

An ANG whollv-owned subsidinry, ANG Realty Lidis o 50 per cont owner of the Anoco Centre
office building in Calgary (Property). The ather 30 per cent interest is heled by Clvimpia & York AMCC Limited,
a subsidiary of Olympin & York Developments Limited (O&Y). The Property inenvred S97.7 illion in
development costs which are (inaneed. in part. with S87.7 million in long-term deb at Decernhber 310 1602
(8848 million at Decerber 310 1991 This longternn debt is funded by a banking syndicate (Bank) whose
only recourse as against ANG Healty Lud, and ANG s o the Property,

Al monthly pavments reguired under the longerm loan agrecment are currently in good
standing, The currentcash flow rrom the Property is more than safficient to maintain building operations
to satisly the required Bank payvments awd (o provide monthly income 1o the bailding owners, [nospite
ol this, the Bank has, by o letter dated Janary 200 T3 notified ANG that it has aceeleraied paviment
of the halance of the Toan by reason of the insolveney of Q&Y in that their current sitiaition constitiutes
un event of detault under the loan agrecment Management is actively engaged in negotintions with the
Bank and (Y i this regard. The Bank has agreaod to posipone the exercising of jis legal remedios as

against the Property at least untl Februury 28, 1993,
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4, Investments (continued)

In management’s opinion no impairment of the careving value of the net investment in the
Properiy has aceurred. This position is based on several recent valuations of the Propertv, as well as
oulside legal counsel’s opinion that ANG would be successful in preserving its interest in the Property,

notwithstanding actions taken by or that may e taken by the Bank against O&Y or the Property.,

5. Property, Plant and Equipment

Devenihier 231 1992 1491
fin thowsaudsy restoded
Cost
Pipelines $ 127,218 = 1072064
Extraction 147,670 1458146
Chenticals 168,058 GHTO0
Under construction 29,550 037
Other 1.581 HARY
: 474077 ........ C o
Accumulated depreciation .
Pipelines 62,768 G732
Extraction 73,969 T0.521
Chemicals 46,818 31,694
Othier 770 614
© 184325 1GGS6G0
Net book value $ 289,752 s 211164

6. LongTerm Debt

Heeember 31 1992 11 ]
(i thansaudst vesietled
\ul('-.pi\lhh ..................................... OO OO . $ 80000 ............ L 1 S
10%S0 debhentares 60,000 G} 000
TA% bank loun (DM 14 million) 10,589 L0235
GAY% bonds (U8 S13 million) 16,534 15.032
Other 4,290 348

171,813 198725
Less current portion 60,000 -

'3 111813 s loa723

Notes pavable are outstanding pursuant (o revoelving credin feilitios, Notes pavable o 580
mitlion at Deeember 310 1992 ($110 million o December 310 199 1) have been elassificd as long-term

debt sinee they are supported by hank lines of eredit that do not require repayiment within one vear,
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6. LongTerm Dcbt (continued)

For the three vears ending May B TO930 an interest rale and curreney exchange agrecmett

converts $25 million of Canadian dollar floating rate notes pavable (o US =2 1.5 million fixed rate debt.

This trausaction aets as o partial hedge against the net investment in United States operations,

The weighted average interest rite on all the notes pavable is 78 per ernt for 1902

(9.8 per cent for T,

Al debt is unsecured except the 6% per cenl bonds which are securced Dy certain ANGES

pollution control assets costing UsS 5112 million.

Marnngement intends (o replace the TS per cont S60 million debentures, due in 19693, with

new longterm debt maturing alter 19930 The 74 per cent ST LO million bank loan is due in 1996, The

67 per cent bonds and other debt totalling 2008 million are duae after 1997,

Itterest on longterm debt is S13.7 million for 1992 (5161 million for 1989 1).

7. Shareholders’ Equity

The authorized share capital consists of an unlimited number ol preference shates and

nudimited mamber of conmmorn shires.

Newher of comunon shoores

issied coed fully prid

Yeor cnded Deccnber 3 1992
()]n.l._'.rl.i.n;.,f. balinee . -;.3(7),989,935
Issued (or cash 4,664,430
archased and cancelled -
Closing balanee 2&6'54,36'5

(o thopuscaids)

1441 1992 1991
212082002 $ 53,822 5o 1Y
20400) 569,277 31

{245, 117) -

(G2
20 089,935 $ 113,099

S B

ANG has reserved 323700 common shares For issuoncee trder o senior nanageert stoek oplion

plan, A December 310 THO2 options for 2335305 shares are outstanding (80 178 ot December 310 1991). The

options are excreisable for cashoal prices rimging trom SR8 16 SEGTT per share during specified periods

Lhat expire no later than TO years from the grion date,
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o

8. Income Tax Rate

The provision for income taxes varies from the amount determined by applying the combined
statutory Canadian federal and provineial income tax rates to “Income from Continuing Operations hefore
Income Taxes.” The following is o reconcitiation of the combined statutory rates to the elfective income

tax rate:

Year ended Decceyeher 31 1992 1001
restated
Slatutory income lax rates 44.0% 4400
Effect of “taxes pavable” method for the Cochrune extraction ineomse 5.6 I
Effecl of foreign tax rates (5.6) (3.4
Nondeduetible expenses 2.3 1.8
Other 0.1 0.7
Effective income tax rate O 464% dblw%

9. Segmented Information

Pinancial information by industry segment

Eliminations

{in thousaids) Pipelines Extraction Murketing® Chemicals and olher Total
1092
Operating revemie 527050 S 138434 % 2060661 % 115560 B (3HY5) 8482710

Depreciation and

amortization 2,191 3302 BHE 9.544 - 15,026
Operating income 3,600 2, TRT 14424 9265 (9.191) 474018
[dentifiable assets 1OGRKGT 106,520 46,3438 244147 11401 M) 2T
Capital expenditures do.o12 2210 12 44175 - 83409

1991 restated
Operating revenne 32288 142,990 186,928 uT7.302 (.84:3) 419,665

Depreciation and

amortization 1.870 2971 146 55844 - 10.871
Operating income 5,008 23513 143,293 11.873 (9.1 14 44663
Identifiable assels (13,154 12, 188 A2 189 1 5G40 15,211 BTN M
Cupital expenditures 16389 6,067 44 53114 - T3
* Includes vertain marketing actvites previensly inchidid with patural gas processing

Exelurdes 5720 million bet assets of discontunued operitions
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9. Segmented Information (conrinued)

Financial information by geographic segment

fén Ahonsinidst Carsula Foreign Totul
,(N_) T OO POt VAPPSO
Operating revenue 5 330,168 s O182551 S 482714
Operating income 37881 1 0.034 17918
Identifiable assets 253,390 235.4482 H00).272
19T rextated

Operating revenne 331,157 118,508 8,66
Gperating incomne 117 13246 41,6634
ldentifiable assets 20:-1608 T6G4.984 B6HO 50200

.n

Faxchades 8720 million pet assets of diseattimed operatuons

10. Related Party Transactions

On June 300 T2 TrausCanada PipeLines Limited acquired the 1998 per cent interest in
ANG previously owned by PGT. Albert and Southern Gas Co, Lid, (ASS) and PGT are whollv-owned
subsidiaries of Pacific Gas and Llectrie Company, ANG and A&S operated with some common furne-
tions and management prior 1o October 10 19910 Most of these arrangements have been severed
although negotiations continue o sore issues,

The following transactions oceurred with related parties:

Year ended Deceniher 041 1992 1991
fin Hronse sy

Net revenune for (he transportation and sale of gas $11,101 503623
Charges for fecdstoek and fuel 25,558 GOLOA32L
Net charges for personnel and velated adntinistrative costs 1,714 10,459

Amounts included at vearend:
Accounts receivabte 651 236

Accounts pavabie and acerued liabilities - 3,751
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11. Pension Plan

ANG and s subsidiaries maintain defined bhenefit pension pluns for substantially all of
their cmployees. The actuarial present value ol the accumulated pension benelits under these plans is
$25.5 million at December 31, 10992 (5209 million at December 31,0 19910 The fair value of the pen-
sion fund assets s 194 million at December 371, 1992 (5162 million at December 310 1991 which
amount excludes $1.8 million of assels transterred {rom A&S pension plans (o ANG pension plans in

1992} All significant unfunded pension ebligations are recorded as Liabilities in the aceounts.

12. Discontinued Operations

Year ended Deecendher 31 1992 i1
firne thowsapdsy resteded

IFine chemicals loss

Operations $ 3,549 = 8.1
Disposition 11,442 -
Withholding taxes on the repatriation of sale proceeds 5,084 -

Magnesium loss

Operations - 3509
Disposition - U783y
Delerred ineome laxes - (10.182)

Net gain on previously discontinued operations - (1.897)
©$ 20075 § 57780

13. Extraordinary Items

A dire and explosion caused substantial damage to the Sterlington facility on May 1. 1991,
ANGLUS maintained insurance o mitigate much of the financial impact fvom the resulting property
damage. business interruption and liability claims. A US $ 150 million insurance settement was reached
in 19492,

Extraordinary items have been recorded for eertain nonrecurving consequences of the fire and
explosion, These consequences include an “involuniary conversion”™ hool gain due o insurance proceeds

received exeecding the historical net book value of the diunaged plant assets.

Yeur ended Decendher 1 1992 1041
(i thousands)

Involuntary conversion gain $ 56,733 o) 8368
Nonreimbursed expenses and insuranee deductibles (20,429) (7.H23)
Income and other axes (16,123) (:3.035)

Extraordinary iterns $ 20,181 o "a (.34‘)())
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14. Commitments and Contingencies

ANG expects capital expenditures to be approximately S147 million in 1993, The majority of
these expenditures relate (o the pipeline expansion project in southeastern British Columbia and the
additonal husiness opportunities the expanded throaghput volumes offer, The project will expand ANG'S
pipeline capacity in British Columbia by more thun 30O per cont,

Numerous claims have heen made by third parties against ANGLUS as o resuit ol the
Sterlington fire und explosion. Many of these claims have been setted. Others are in various stades of
legad procecdings, The onteome of the outstanding claims and their ultimate impact on these
consolidited Tinancial statements is unknown, although ANGUST management helieves insuranee
coverage mitigates the risk of material exposure,

IMC Fertilizer, lne, (1MCEF), the operator of the Sterlington tacility at the time of the explosion,
has filed a elaim against ANGUS for expenses incurred by IMCEF as o vesult o the fire and explosion.
IMCE s secking reimbursemnent for US S0.8 quillion paid (o the United Sttes Occupational Safety and
Healith Administration and for US $ L9 million in other related expenses, TMOE has stated its intention
to make Marther claims against ANGUS as additional expenses are ineonrred. including costs associated
with its defense from third-party lawsuits, ANGUS talies exception o these elaims. The outeome of these
claims is unknown and has not been reflected in these consolidated financial statemenes.

Any eosts that might subsequently become exigible Irom ANGUS pursuant to these contingent

Labilities would he recorded as prior period adjustiients i and when any settlement decisions are made.

15. Consolidated Statement of Cash Flow

“Cash and cash equivalents™ is defined to include interest bearing deposits and is net of notes
payible classifiod as current Habilities, Non-cash items included in “Ineome from continning operations”
and "Loss from discontinued operations”™ consist of the Tollowing:
Year ended Deceriher G0 1992 [451]

fin dhousaneds) resfeled

Continuing Operations

Depreciation and amortization $ 15,426 s 10.871
Deferred income (axes 7.951 13,939
Equity income net of eash received (1,594) (2.877)
Other 1,255 4248
Discontinued Operations T T
Book vahie of net assels $ 63,688 S0 600G
Deferred income taxes - (1o, 18:2)
Other - (1.897)



16. Restatement of 1991 Comparative Figures
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The Irish line chemicals facility was sold during 1992, The 1991 comparative figures relating

to this operation have been reclassified to "Discontinued operations”™ on the statement ol income and to

“Netassets of discontinued operations™ on the balance sheet,

Year cawdded Decencher 11 1991
fin thousands)

Statement of Income

Operating income $ 36804
Equity income 1275
Interest and other inconie 2,470
Interest expense (20.9704)
Provision for income laxes (12.375)
Discontinued operations (19.328)
Extraordinary iteins (2.490)
Net loss S (A4.620)
Balance Sheet

current assels S 1330509
Investments 200655
I'roperty. plant and equipment 207,202
Goodwill and other 20.710

Net assets of discontinued operations

Cuarrent Habilities &

128,164
198,851

Long-term deln
L3679
105,392

Deferred incomne laxes

Shareholders’ equity

Fine el
chemicals restaled

S T.859 5 11,603
- 1.275

(27} 2343
6G:20) 200.0337)

(8.461)

- (2.490)
e © s o0
S (22.148) S 111.411

- 20,635

(56.0:3:3) 211,169
(:3.:35:3) 20,357

& (9041 S 111123
(1663) 198,725

- 18,6479

- 1033492

"""" & (207) 5 4118919



Tew Year Sunonary

(i trowsitneds of dollars crcepl e dala and other stalistics) 1992 e 1990 1589
Opemtlons. I, e ey e L S e
Opoerating revenue 482,719 3-HLGED d12.520 340,650
Operating incone 47918 41,663 (HINEE G1.6GGO
Income rom continuing operations 17,799 15,6354 20,921 20,620
Net incone {loss) 17906 (G2 2T ez
Total assets 509,272 A4 1919 459 9606 ~ 3GRYT
Caplialization L MEela AT ] ST St O
Short-terin deht 22,009 A0.879 6,044 A5TH1
Longterm debt {including current portion) 171,813 18725 178,012 tHEE BE
Minority interest - - - -
Sharchobders’ equity 169,476 105392 168,524 152,652
Total capitalization 363,208 353,006 352,584 204848
Cash floww Shstrbeicorint P T ool S
From operations® 51,894 43,021 57410 2605
Net property, plant and equipment additions 85,409 TR L1070 14.220
Net long-lerm debt (retired) issued (28,758) 194022 48038 7.700
Comnotl shares issued (purchased) 59277 (13.668) (2.26:3) 364
Dividends puid 15.066 14T . I14TU 14‘)..’.8 .

Common share data

Earnings per share

Canlinuing operations 5 0.82 0.74 1.-4H1 1.39
Net income {(loss) $ 0.82 (2.12) 1.21 [.11
Cash generated from operations per share® % 2.38 2.18 270 246
Dividends paid per share $ 0.68 (.68 (.68 0.6
Outstanding - vear+nd (thousards) 25,654 20990 271,213 21.359
= averuge (thousands) 21,831 21.021 21,284 21362
Connnont equily per share at vearend $ 6.61 502 794 715
Market prices (I8E) - high $ 16.00 17.25 16,50 19.13
- low $ 1200 1238 11.50 14.25
~ close $ 1575 1:3.86 1:2.84 19.00
other statistles o 3 S SOOI RO e
Return on average common eyuity® 15.02% 11.38% 18.63% 19,80 %,
Return on average capital employed®® 7.48% G.OT 5% 11224 11.94%
Dividend yield (vearend markel price) 432% 400 e 3.28 % 1 Fti A
Debt to commeon equity 1.14 236 1.09 0.3
Tnterest coverage (x) 271 2,38 400 400

° Incarie frome conthoning operations adjisted for vovcasic items included thevein,

oo

Hased on inconee Jrome condinwing operations.



1988

1987

198G

1985

1964
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15483

318.080
H6.738
20.111

311.157

55033
20,189
16,906

308.454
38022
16247

372806
54,345
24 868
24.968

300,201
H2.061
24,178

T7.3568
77328
145,211
299 8407

82378
84348
134,332
301.058

14.990
95,395
H.156
128977
280518

nha3l6G
350961
47437
124,584
26:3.208

301,044

43,690
31979
39017
107,549
224,135

279,223

52712
30,544
32,164
90.635
206.057

539030
G.404
(:3.803)

35,023

31,492
1894
(2.361)

108

0.64
21,332
20,084

6.81

16.25

12.87

20.8:3 %

11.59%
4,00 %
1.07

38.114
43,722
60,495
(273)
11.653

34,565
27801
3447
(310)
104911

20,404
10,243
338
276G
10.2:34

3275

13.875H
(2.373)

2,054

7.032

1.60
0.93
211
(0.GH
18242
18.263
7.36
16.00
10.75
13.00

22.17%
12.00%
523 %

1.24

(2.89
0.89
2.00
0.64
182056
18211
7.08
16.00
11.00

1:2.82%
7.13%
4.7D%
0.86

1.37
1.37
1694
0.60
18.223
18.174
G.44
16.25
12.75
n87

21.51%
11.54 %
3.78%

073

1.32
1.32
276
0.56
18.2:36
18.257
3.90
14.50
8.00

24.40%
12.63%
4,07 %

0.70

1.27
1.27
3.02
.14
14,163
17.983
4.99
9.67
7.25

8.67

27.9G%

16.85%
507%
0.2

Notes:

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

2. Bhare information has been adjusted o give retroactive ¢ffect to the threedorone stock

split on May 18. 1984,
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Abbreviations

AFCL ANGUS Fine Chemicals Lid.

ANG Albertz Natural Gas Company Lid
ANGUS ANGUS Chemical Company
Amoco Amoeo Canada Petroleum

Company Ltd. and Amoeo Canada
Resources Lid.

ERCB Energy Resources Conservation Board
Foothills
(South B.C.) Foothills Pipe Lines (South B.C.} Ltd.
HAZOPS Hazard and Operability Study
IMCF IMC Fertiliger, Ing.
km kilometre
NEB National Energy Board
NGL natural gas Tquids
NOVA NOVA Corporation of Alberta
Novacor Novacor Chemicals Lid.
PGT Pacific Gas Transmission Company
PG&E Pacific Gas & Electric Company
SMUD Sacramento Municipal

Utility Distriet
TEC TransAlta Energy Corporation
TEMCO Transco Energy Marketing Company

TransCanada TransCanada Pipelines Limited
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