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M E S S A G E  T O  S H A R E H O L D E R S  

Nineteen ninety-three was a year of major accom- 

plishment for AN0 highlighted by strong earn- 

ings growth, $ 1  11.1 million of investment in 

property, plant and equipment, and refocusing 

business and management practises on strategic 

assets and tasks. 

Significantly improved financial perfor- 

mance resulted from the commencement of ser- 

vice of the 1993 Pipeline Expansion, increased 

profitability and a favourable legal setdenlent in 

our chemical business, and strong marketing 

profits at our Cochrane extraction plant. 

Our efforts to refocus on strategic asset5 

and tasks included the restxucturing of corporate 

resources associated with our Canadian opera- 

tions. Specifically, ANG sold its Peace River 

pipeline and the Canstates natural gas liquids 

and crude oil brokerage business. The divestiture 

of these assets, having limited upside, allows 

increased allocation of resources to projects with 

stronger $rowth potential and of greater stratpgic 

importance. 

In addition, the refocus resulted in the 

successful introduction of four new specialty 

chemical products through ANGUS' research and 

development efforts. ANGUS will continue these 

efforts in 1994 and will also aggressively pursue 

programs directed at expanding its customer base 

and increasing its market share in both Europe 

and Asia. 



One of ANG's most significant arconl- 

plishments in 1993 was the successful cnmple 

Lion of the Pipeline Expansion, which more than 

doubled our investment base in lhe pipeline busi- 

ncss. This expansion increa3ed the average annual 

contracted capacitl- of the B.C. Pipeline system 

by more than 56 per ccnl to approximately 2,497 

MMcf per day. 

As a rcsult of our investment program, 

Ah% now owns a solid base of well maintained, 

productivc assets. Thesc assets include the 

Cochrane extraction plant, the B.C. Pipeline and 

the ANGUS production facilities. Thesc core 

assets, together with our strengthened balance 

sheet, provide ANG with the depth necessav tu 

exploit new opportunities which are continually 

boing sought out and selectively analyzed. 

FINANCIAL HIGHLIGHT8 

Nineteen ninetythrce marks the second ycar of 

substantial earnings improvement. AUG recorded 

net income of $49.6 million ($1.93 per share) 

compared to $17.9 million ($0.82 per share) in 

1992. Income from continuing operations 

increased by 48.3 per cent t o  $26.4 million 

before including after-tax inmme of $7.0 million 

($0.27 per share) from the legal settlement 

entered into by ANGUS. Earnings per share from 

continuing operations. excluding the impact of 

the settlement. were $1.03 in 1993 compared to 

$0.82 in 1992. an increase of 25.6 pt?r cent. 

In 1993, investors showed significant 

confidence in the Corporation. AUG solidified its 

financial position through the issue in Canada of 

$110.0 million. 8.4 per ccnt unsecured ten-year 

debentures, and through the LUGUS placement 

of US. $25.0 million, 6.56 pnr cent unsecured 

notes. Thc Corporation also had a successful 

entry into the commercial paper market after a 

tweyear absence. 

In April. ANGUS enter& into a settle- 

ment agreement with the formnr operator of our 

nitroparaffin l'acility, relating to the fire and 

explosion at the Stcrlington plant in 1991. The 

sct.l.lement provides for US. $35.0 million to be 

paid to ANGI:S ovcr a threeycar period, of which 

U S .  $15.0 million has been received. 

INVESTMENT ACTIVITY 

Onr goal of long-term profitable growth by pursu. 

in$ opportunities related to our existing business- 

es has brought the following strategic capital 

projects. 

Coehvane Recommissioning Prqjeet The recom- 

missioning and upgrading of previously idled 

facilities at the Cochrane extraction plant com- 

menced in August 1993. When the project is 

completed in the fall of 1994, ANG will be posi- 

tioned to process up to 900 MMcf per day of 

additional gas. The $55 million project arose 

from the opporlunitq to process additional vol- 

umes of natural gas associated with the recently 

completed Pipeline Expansion. 



Crossfield G a s  Storage Project Agreements arc 

being finalized for AN(; to invcst an estimated 

$16 million in project developmsnt costs to 

obtain an approximatc 20 per cent interest in 

the Crossfield Gas Storage Project. This project 

offers solid earnings potential and is of strategic 

significance to both the B.C. Pipeline and thc 

Cochrane extraction plant. 

1995 Ezpansion In O(!tober 1993, ANG applied 

to the NEB for authorily to incrcase the capacity 

of the Pipeline by 521.7 MMcf per day. The $3'2.0 

million project is in addition to the 1993 

Pipeline Expansion u-hich commenced scn.ice on 

November 1, 1993. The planncd expansion is 

based on long-term contractual mmmitments by 

shippers seeking firm transportation to serve 

important new markets in the U.S. Pacific 

Northwest, northeastern California and northwest- 

ern Nevada. Before this additional capaciv is con- 

structed. ANG will determine whether shippers 

on the existing pipeline system are willing to pcr- 

manently relinquish any unused capacity. Should 

sufficient capacity be relinquished, the planned 

expansion mould be reduced or cancelled to corm 

spond wlth shipper requirements. 

Crotusnrst Cogeneration Facility AN(: and its 

partner TransAlta Energy are proposing to build 

a cogeneration facility to be located adjacent 

to ANWs Compressor Slation 1 near Crowsnest 

in southeastern British Columbia. This project, 

estimated to wst $150.0 million. nlll bc capable 

of producing 130 megawatts of power. A 

Memorandum of Understanding with a potential 

purrhascr of the power was terminated la* in 

1093. However, AVO and 'PransAlta Energy have 

executed a letter of intcnt with POWEREX, the 

export marketing division of BC Hydro, for the 

marketing oS electricity generated by the pro,jcct. 

Wc expcct that commercial operation will com- 

mence prior to 1997. 

OUTLOOK 

iLUG is well positioncd to face the many chal- 

lcngcs which Ik: ahpad. Our four business seg- 

ments: pipelines, extraction, marketing and chcm- 

icals, are profitable and performing well. The 

Corporation's balance shect is strong and its u s h  

flow outlook is positive. In addition, the support 

of our shareholders, including TransCanada 

Pipe1,inrs Limited which holds a 40.9 per cent 

interest, provides a solid base for continued 

growth as we pursue our goal of building extraor- 

dinary valuc for our shareholders through invest 

ment in natural ga-related opportunities. 



PEOPLE 

ANG continues to strengthen its management 

team as part of an effort to increase organiza- 

tional effectiveness. 

On April 29, 1993, Walentin (Val) Mirosh 

was appointed Senior Vice President, Law. 

Mr. Mirosh is a former senior partner with a 

major Calgary-based law firm and brings extensive 

corporate and energy industry experience in 

Canadian and international business. On the samc 

date, Phillip R. Knoll was appointed Vice 

President, Business Development and Engineering, 

and Bruce A. Stevenson was appointed Corporate 

Secretary. Both Messrs. Knoll and Stevenson have 

many years of energy industry experience. 

On April 27, 1993, Gary W. Granzow, in 

addition to his duties as President and Chief 

Operating Officer, was appointed Chief Executive 

Officer of ANGUS. 

On April 29, 1993, Harry Booth retired 

from the ANG Board of Directors. Mr. Booth 

served ANG both as an officer and later as 

a director, and was associated with ANG for 

over 23 years. We would like to express our 

sincere appreciation to Mr. Booth for his valued 

contribution. 

Three new members were elected to the 

ANG Board of Directors: Robert A. Helman, 

Senior Partner with the law firm Mayer, Brown 

and Platt of Chicago, Illinois; George M. Hugh, 

Chief Operating Officer of TransCanada PipeWnes 

Limited: and Patrick Reid, recently retired 

Chairman of the Vancouver Port Corporation. 

The realization in 1993 of real progress 

in ANG's mission to build value for its sharehold- 

e n  was the result of the commitment, dedication 

and expertise of our employees. We thank the 

employees of ANG and its subsidiaries for their 

strong performance. With their continued dedica 

tion and focus on strategically important activi. 

ties, shareholders should expect solid growth in 

the years ahead. 

John M. Beddome 
h i d e n t  and CXief Ezeeulive O$ieer 

Norman E. Wagner 1 
C h a i m n  of the Board 



M A N A Q E M E S T ' S  D I S C U S S I O K  A N 1 1  A N A L Y S I S  
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FINANCIAL O V E R V I E W  
................................................................. 

Nineteen ninew-three marks thc sccond consecn- 

tive year of signifirmt improvement in ANCl's 

financial performance. With the expansion of the 

B.C. Pipeline System, efficient operation of the 

four core businesses and a favourable legal settle 

ment, ANG achieved a substantial improvement 

in both revenue and income. 

The following chart identifies the 1995 

wntrihution to operating inenme (before corpn 

rate expenses and the IMC Fertilizer settlommt) 

from each business segment: 

1993 Contribution to 
Operating Income 

Extraction 40.3% 

Marketing 21.8% 

Net income in 1993 was $49.6 million, 

up from $17.9 million in 1992. Earnings per 

share were $1.93 compared to $0.82 in 1992. 

The Corporation's improved operating perfor- 

mance and several non-recurring events have pro 

duced these positive results. 

Income from continuing operalions 

increased to $26.4 million from $17.8 million in 

1992 before including after-tax income of $7.0 

million from the 1993 ANGUS legal settlement. 

Earnings per share from continuing operations 

for 1993 were $1.03, excluding $0.27 from the 

legal settlemcnt, compared to $0.82 in 1992. 

Operating inu)me from the pipeline and 

chemical businesses showed significant improve- 

ment over the previous year. I'ipeline operating 

income grew 39 per cent to $9.2 million primari- 

ly as a result of increased investment relating to 

the Pipeline expansion. The chemical business, 

before including $12.6 million from the legal 

settlement, also recorded growth in operating 

income in 1993. 

Operating income from the extraction 

business decreased $23 million in 1993 mainly 

due to a reduction in revenue entitlement associ- 

ated with a depreciating investment base and 

lower income taxes. In the marketing business, 

stronger selling pries and higher salcs volumes 

of NGL at the Cochrane extraction plant resulted 

in an increase in optnating incomc. 'Ibis increase, 

however, was more than offset by a loss  pro^- 

sion relating to the sale of the Canstates NGL 

and crude oil brokerage business. 

Other income in 1993 increased to 

$13.7 million from $4.7 million in 1992. 'Ms 

increase includes a gain from the sale of ANG's 

Peace River pipeline. It also reflects a higher 

allowance for funds used during comtruction of 

the Pipeline expansion and higher equity income 

from MG's investment in Foothills South B.C. 



lncome Summary lin ihousandsl 
.............................................................. 

Pipelines 

Extraction 

Marketing 

Chem~cals 

Corporate expenses 

Operating lncome 

Other income 

Interest expense 

Income taxes 

lncome from Continuing Operations 

Discontinued operations 

Extraordinary items 

Net lncome (Lossl 

Disc~ntinued opcrations in 1993 reflect a 

gain of $0.8 million rclating to the contingent 

portion of sale proceeds from the disposition of 

ANGUS Fine Chemicals Ltd. in Ireland. 'me busi- 

ness was sold in 1992 and a loss on disposition 

of $20.1 million was recorded. 

The extraordinary gain of $15.4 million 

in 1993 relates to the legal settlement with IMC 

Fertilizer. In 1992, ANG recorded an extraordi- 

nary book gain of $20.2 million associakd with 

rebuilding the Stcrlington nitroparaffins plant. 

ANG maintained a strong liquidity pos 

ition and improved its access to capital mar  

kets in 1993 during a period of significant 

asset growth. Although the expansion of the B.C. 

Pipeline System and other capital projects 

increased 1993 debt levels, declining interest rates 

reduced total interest expense by $5.0 million. 

Funds from continuing operations 

increased to $58.8 million from $40.8 million 

in 1992 as a result of ANG's improved operat- 

ing performance. 



Pipelines 
Operating 
Income 
imillioos of dollsrsl 

2 

A%'s pipcline intmesis are located in southemt 

ern British Columbia and are a vital link in the 

2,800 kilomctre Alberta to California pipeline sys 

tcm. Pipcline investments more than doubled in 

1993 as a result of the Pipeline Expansion. 

Opcnting inmme from the pipeline busi- 

ncss grew by 39 per cent to $9.2 million in 1993 

from $6.6 million in 1992. Thc increase was a 

result of capital expenditures directed mainly 

toward the completion oC the Pipeline expansion, 

which cornrnenmxl operation on Novcmbcr 1. 

1993. 

Thc Pipeline operates within the jurisdic 

tion of the NEB and its income and cash flow 

are based on tolls charged to Pipelinc shippers. 

These tolls are designed to recover all reasonable 

operating and maintenance expenses, dcpreci a t' lon 

and amortization, inwme and other taxes, and a 

return on ANG's rate base. 

Generally, the rate hase (the net asscts of 

the Pipeline) increases by the amount of capital 

additions and decreases hy the amount of depre 

ciation charged. The rate base is funded by a 

deemed capital strncture consisting oS debt and 

equity. The rrturn on the rate base includes the 

recovev of debt costs and an after-tax return on 

the deemed equity component. Thc deb1 and 

equity components and the return on cquio: are 

determined in consultation with the Pipeline 

shippers and other inkrested parties. Nct income 
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is affected by changes in the amount of the rate 

base and the rate of return on equity and should 

not, under normal circumstances, be affected by 

variations in the volume of gas delivered. 

The average Pipeline rate base was $in, 

million in 1993 and $47.9 million in 1992. 

The number of shippers who have mn- 

tracted for firm transportation on the Pipeline 

increased in 1993 from three to 34. This increase 

is a result of the 1993 Pipeline Expansion and 

the restructuring of the A&S gas supply pool. 

ANG successfullv com~leted an eman- 

sion, of the B.C. Pipeline System, which com- 

menced commercial service on November 1, 

1993. The prqject was cosponsored by ANG and - ~ 

its 49 per cent owned affiliate, Foothius South 

B.C. ANG provided design and construction man 

agement services to the project and owns the 

new compression facilities while Foothills South 

B.C. owns the new pipeline segments. The expan 

sion increased the average annual contracted 

capacity on the B.C. Pipeline System by more 

than 56 per cent or 897 MMcf per day. Total 

average annual contracted capacity is now approx- 

imately 2,497 MMcf per day. 
-ANG pipeline 

lll.l Foothills South B.C. pipeline 

A Corn~ressor Station 





Kingsgate 
Export 
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. . 
The projected capital cost of the Pipeline 

Expansion is $209.1 million. Of this amount, 

AI'Cs ncw compression facilities are $98.3 mil- 

lion, whilc Foothills South B.C.'s. new pipeline 

segments are $110.8 million. AKCs net equity 

investment in Foothills South B.C., as a 49 

per ccnt owvncr, increased by $17.8 million. 

As part of its ongoing commitment to 

provide safe, efficient and reliable transportation 

servicc, ANG continues to upgrade its pipeline 

facilities. Sustaining capital expenditures for 1993 

wcrc $5.6 million and ANG has budgeted $10.8 

million for 1994. The $10.8 million includes 

$4.7 million, for which an  application for 

approval to proceed was filed with the XEB on 

Dccember 6, 1993. A decision is expected early 

in 1994. 

Coincident with the commencement of 

service on thc Pipcline Expansion, ANG filed for 

ncw tolls, effective November 1, 1995. The tolls 

were accepted on an interim basis hy the WEB 

and arc based on a deemed capital structure of 

65 per cent debt and 36 per cent equity. The 

debt has a cost of 8.4 per cent and the equity 

has a 12.5 per ccnt return. Previously, &Is were 

based on a deemed capital structure of 70 per 

cent dcht, 30 per cent equity and a 12 per cent 

mtnrn on equity. The debt had a 9.5 per cent 





In October 1983, ANG filed an applica- 

tion with Lhc NEB for facilities designed to 

accommodate long-term transportation contracts 

for up to 321.7 MMcf per day of year-round 

capacity and an additional 40 MMcf per day of 

winter senice commencing November 1, 1995. 

These newly contracted volumes are required to 

serve utility and end-use markets in southern 

British Columbia, the US. Pacific Northwest. 

northeastern California and northwestern Nevada. 

This additional capacity is backed by long-term 

firm transportation contracts with 11 shipper% 

however 97 MMcf per day is conditional upon 

one shipper obtaining state re$ulatory approval. 

Depending on the state regulatory 

approval, the capital cost of this project to LUG 

is cstlmated at between $30.0 million and $52.0 

millio~~. The NEB has called a public hearing on 

the application which is scheduled to begin on 

March 21, 1994. 

ANG is reassessing its new facility 

requirements in li$ht of indications from certain 

shippers and other parties that existing capacity 

could be made available to satisfy all or part of 

the 1995 expansion markets. While the ANG 

Pipeline remains fully contracted, some rational- 

ization of capacity in Canada and the U S .  mnuld 

ultimately be undertaken which could obviate or 

reducc thc scope of the proposed expansion. 

ANG'S PEACE RIVER PIPELINE 

On Dccember 30, 1993, ANG sold its Peace River 

pipeline to NOVA for $15.3 million. This pipeline 

transported natural gas fir regional industrial 

users in northern Alberta. The pipeline had very 

limited growth potential for ANG and was 

restricted by NOVA'S regulatory mandate. For 

these reasons, it was considered non-strategic. 

The disposition resulted in an after-tax gain 

of $4.6 million. 

COGENERATION PROJECT 

In December 1992, ANG and TransAlta Energy 

formalized a partnership agreement regarding 

the planned ownership and operation of a 

cogeneration facility to bc locatcd adjacent to 

ANGs Crowsnest compressor station in British 

Columbia. Total project cnsts are expected to be 

approximately $150.0 million, which will bc pre 

ject financcd with qui iy  and non-rwurse debt 

ANG's equity investment is anticipated to range 

between $15.0 million and $30.0 million. These 

costs are expected to be incurred in 1995 

and 1996. 



The facility will recover cxhausl heat 

h m  five existing pipeline compressors at ANG's 

Cmwsnest compressor station and from two new 

naturd gas-fired turbinedriven electrical genera 

tors which wiU be instaled as part of the project. 

me exhaust heat will then be converted to ateam 

which, together with the new gas turbine genera- 

tors, will produce electricity. lhr facility will he 

capable of producing 130 megawatts of power. 

In March 1993, AKG and TransA1t.a 

Energy filed an Energy Project Certificate applia- 

tion with the Pmvince of British Columbia for 

authorization of the cogeneration facility. During 

August 1993, notification was received that no 

sgnifkant facility-related issues were outstanding, 

and the application was forwarded to thc RritLsh 

Columbia Minister of Energy for appmval. 

ANG and TransNta Enera had conclud- 

ed a conditional Memorandum of Understanding 

with the Sacramento Municipal Utility District 

(SMLTD) which outlined a proposed 130 megawatt 

electricity sale from the project. In Novcmher 

199'5, however, this agreement was terminated hy 

SMUI) mainly due to their inability to obtain 

amptable transmission arrangements. Since that 

timc, IWG and TnneAlta Energy have mnlinued 

to work with POWEREX, tho export marketing 

division of k?C Hydm, to seek alternative markets 

for the sale of the electricity from the project. 

APJG, 1hmAlta Energy and POWEREX signed a 

letter of intent for the marketing of the electrici- 

ty generated hy the project. Given the e~xmomic: 

viability of the prqject, it is anticipated that these 

marketing efforts will be sucf~~8ful and that corn 

mercinl operation will commence prior to 1997. 



EXTRACTION 

The Cochranr exLracLion plant is one of the 

lowcst~cost producers of ethane and NGI, in 

Albrrta. Ethane, NGI, and liyuified carbon dioxide 

are extractd from the natural gas stream passing 

through the Cochrane extraction plant which 

straddles thr NOVA pipclinc system. Ethane and 

NGL are extracted under long-term agreements 

which provide for Lhr recovery of all reasonable 

Extraction 
Operating 
Income 
imillions of dollars1 

operating expenses, depreciation, interest expense 

and an afier-tax return on thc net investment. 

Ethane is sold under a long-term agree- 

ment as feedstmk for ethylme production. Ethane 

production in 1993 averaged 42,073 harrels per 

day compared to 42,056 barrels per day in 1992. 

Extracted NGL, conlposcd of approximately 69 

pcr e n t  propane, 22 per cent butane and nine 

per cent pentane plus. are sold under long-(em 

contracts. Production of NGL averaged 18,933 bar- 

rels per day in 1993, compared to 17,717 barrels 

per day in 1992, an incrcasr of 6.9 pcr cent The 

incrcaqe in NGL production resulted from a richer 

inlet ga? stream experienced in 3993. 

Operating income from the extraction 

business was $24.4 million in 1993 compared to 

$26.8 million in 1992. A dccrease in revenue 

entltlcment associated with a depreciating invest 

ment base and lower incom? taxes reduced oper- 

ating income. 

On November 1, 1993, as a result of 

pressure from the California Public Utilities 

Commission, the A&S gas supply pool was dis 

solved and A&S gas sale arrangements to PGT 

and IJG&E wrre terminated. A&S was a major 

natural gas: shipper on the ROVA pipeline system 

and ANG had agreements with A&S to extract 





ethane and NGL from the A&S gas supply pool. 

The dissolution of the supply pool necessitated 

the replacement of the A&S extraction agree 

ments. The majority of the transportation capaci- 

ty held by A&S was assigned to PG&E and to 

producers formerly in the A&S gas supply pool. 

As a result, ANG replaced the existing A&S 

extraction agreements with a new A&S agree- 

ment, an agreement with PG&E and 168 new 

agreements with producers formerly in the A&S 

gas supply pool. 

The dissolution of the A M  gas supply 

pool had no significant impact on the volumes 

of gas processed at the Cochrane extraction plant 

in 1993. 

RECOMMI88IONINa PROJECT 

ANG received unconditional approval from the 

Alberta Energy Resources Conservation Board in 

June 1993, to recommission and upgrade previ- 

ously idled facilities at the Cochrane extraction 

plant. The project will allow the Cochrane extrao 

tion plant to process up to 900 MMcf per day of 

additional natural gas for a total plant capacity of 

2,200 MMcf per day. This opportunity comes 

from the increased volumes of natural gas flow- 

ing through the Cochrane extraction plant as a 

result of the Alberta to Cakfornia pipeline expan- 

sion. Construction and recommissioning of the 

facility is progressing on schedule and within 

budget. Completion is expected in the third quar- 

ter of 1994. The capital cost of the project is 

estimated at $55 million. To date, constmction 

of the recommissioning project is 20 per cent 

complete. 

In December of 1992, ANG signed a 

product sale agreement relating to the increased 

volumes of NGL to be produced from the recom- 

missioned facility. This agreement provides for 

the use of downstream facilities upon terms sub 

stantially similar to existing arrangements. Thw 

agreement also includes a product marketing 

arrangement. ANG is finalizing agreements for 

the processing of natural gas at the recommie 

sioned facility with shippers transporting gas on 

the expanded NOVA pipeline facilities. 

NGL 
Production 
(thousands of barrels per dsyl 

'" 
, m 

Ethane 
Production 
(thousands of barrels per day1 



M A R K E T I N G  

CanStates Gas Marketing, a partnership in which 

AVG has a 66.7 per cent interest, contracts with 

natural gas producers for gas supplies which are 

marketed in the eastern U.S. and central and 

western Candd. It has two long-term export con- 

tracts with deliveries of approximately 125 M B f d  

per day. These two contracts amount to approxi- 

mately 50 per cent of CanStatrs Gas Marketing's 

Marketing 
sales volumes. The agreements specifidly provide 

Operating for the rewvcly, by Canstates Gas Marketing, of 
Income virtually all transportation costs from its cus 
(millions of doiiarsi 

tomers. As a result, CanStates CTas Marketing has 
0 9 entered into agreements providing for pipeline 

transportation capacity. 

Total natural gas sales volumes for 

1993 were 94,400 MMcf, which were comparable 

to 1992. 

APjG participates in the marketing of 

products fmm the Cochrane e.wtraction plant. Sales 

of NGL from the plant are made under a long 

term product sales agreement. In 1993, a richer 

inlet gas stream generated higher production vol- 

*' 92 93 umes. Uvenll stronger NGL prim9 and increased 

sales volumes resulted in an increase in operating 

income for 1993 compared to 1992. An increase 

in natural gas prims in 1994 is expected to lower 

NGL marketin$ profits. 



Contractual arrangements also provide 

for ANG's participation in the marketing of 

ethane outside Alberta. These arrangements have 

not contributed to ANG's operating income for a 

number of years and are not expected to con- 

tribute in the near term. 

The natural gas and NGL marketing 

business is affected by the seasonality of 

market demand for natural gas and NGL. 

Traditionally, the more active periods for natur- 

al gas sales are winter and summer, and for 

NGL, the fall and winter. 

ANG was also in the NGL and crude oil 

brokerage business. This business was operated as 

CanStates Energy and CanStates Petroleum 

Marketing. On February 3, 1994, this business 

was sold after experiencing significant losses. 

The sale also included ANG's 12.3 per cent inter- 

est in the St. Clair Underground Storage partner- 

ship which owned and operated the Marysville 

Underground Storage Terminal in Miclngan. The 

selling price of these assets was $5.9 million plus 

working capital. Based on the net realizable value 

of the assets, a 1993 year end loss provision of 

$4.9 million was taken by writing off goodwill 

and other intangibles. The finalization of the sale 

on February 3, 1994, will have no material effect 

on income in 1994. 

GAS STORAGE PROJECT 

In January 1994, the Corporation's Board of 

Directors approved ANG's equity participation in 

a gas storage project being developed by Amoco 

Canada Petroleum Company Ltd. near Crossfield, 

Alberta. Agreements axe being finalized for ANG 

to invest an estimated $16 million in project 

development costs for the drilling of additional 

wells and providing additional compression and 

connecting facilities for which ANG will obtain an 

approximate 20 per cent interest in the Crossfield 

Storage Project. This project is of strategic signifi. 

cance to both the B.C. Pipeline System and the 

Cochrane extraction plant. The current plan is to 

develop up to 400 MMcf per day of deliverability 

capacity from the project by November, 1994. 



CIIEMICALS 

ANG is in  the specialty chemicals business. 

Chemical products are manufactured at ANGUS 

facilities lmted in Sterlin@on, Louisiana and in 

Ibbenbueren, Germany. Products are markcted 

worldwide to a broad range of industries. 

ANGUS, which is the world's largest 

producer of nitroparaffins, manufactures four 

basic nitroparaffin co-products: nitromethane: 

Chemicals nitroethane; l-nitropropane; and 2-nitropropane. 

Operating These mproducts are made from a feedstock of 
Income 

nitric acid and propane. Nitroparaffin derivatives 
(millions o f  dol lad 

are produccd from each of the basic mproducts. 
2 w z 5 .- Operating income in 199'5 for chemicals 

was $26.4 million, up $17.1 million from 1992. 

The increur includes $12.6 million from a settle 

ment between ANGUS and IMC Fertilizer for 

reimbursement of unabsorbed plant costs 

incurred following the 1991 explosion at  the 

Stcrlington nitroparaffins plant. IMC Fertilizer 

was the operator of the nitroparaffins plant at 

the time of the explosion. Excluding the $12.6 

million settlement, operating income improved by 
89 90 91 92 93 

$4.5 million. Higher sales volumes of certain 

nitroparaffins and better plant utilization, to 

restore inventory levels, were partially offset by 

reduced margins for some products and higher 

depreciation expense. 



The April 1993 settlement agreement 

between ANGUS and IMC Fertilizer provided for 

reimbursement of certain losses relating to the 

explos~on. ANGUS and its insurers will be paid 

US $180.0 million plus interest over a three-year 

period. The net settlement to ANGUS is approxi- 

mately US $35.0 million (CDN $44.4 million). In 

addit~on to the CDN $12.6 million ($7.0 million 

after-tax) recorded as income from continuing 

operations, CDN $31.8 million ($15.4 million 

after expemes and tax) was recorded as an extra- 

ordinary item. As required under the terms of 

the settlement agreement, ANGUS had received 

US $15.0 million by December 31, 1993. The bal- 

ance is due as follows: US $5.6 milllon m 1994, 

US $4.1 million in 1995 and US $10.3 million 

in 1996. ANGUS cnntinucs to seek further recov- 

eries from IMC Fertilizer and its insurers for low 

es not mvered by the 1993 settlement. 

The Sterlington, Louisiana plant manufaa 

tures nitroparaffins and their derivatives. The 

basic nitroparaffins plant currently operates at 

approximately twethirds of its annual production 

capability of 90 million pounds. The Ibbenbueren 

plant primarily manufactures nitroparaffin deriva 

tives. Nitroparaffins for the manufacture of these 

derivatives are supplied by the Sterlington plant 





Infrastructure and safety projects 

throughout 1993 accounted for a large portion of 

the US $9.4 million of capital expenditures. 

During 1994, total expenditures are projected 

to be approximately US $10.0 million. These 

funds are directed at completing 1993 infrastue 

ture and safety projects as well as the construe 

tion of a new administration building a t  

Sterlington. Sustaining capital for ANGUS nor- 

mally ranges from US $5.0 million to US $7.0 

million each year. 

The majority of ANGUS' products are 

sold to highly competitive global markets. 

Competition is based primarily on alternative 

chemistry where success depends upon product 

performance and service to customers. In the see 

and half of 1992, the world's second largest pre 

ducer of nitroparaffins exited the business. The 

liquidation of its inventories impacted ANGUS 

business in several market segments during 

1993. ANGUS has regained sales lost as a result 

of this one-time event. 

Nitroparaffins and nitroparaffin deriva- 

tives produced by ANGUS comprise more than 

50 products which are used in many applications 

including pharmaceuticals, coatings, solvents, tex- 

tiles and agricultural chemicals. Serving a wide 

m g e  of specialty chemical markets, these prod- 

uct? offer valueadded properties such as building 

blocks for pharmaceutical drugs, additives which 

reduce corrosion and aid dispersion in paints, 

biocides for metalworking fluids, and neutralizers 

and dispersants for cosmetic and personal care 

products. 

ANGUS' product diversity is demonstrat 

ed by their use in applications such as the lea& 

ing drugs used to combat tuberculosis and treat 

ulcers, in almost aU hair sprays, in the majority 

of high performance latex paints produced in the 

US., and in fungicides used in the fumigation of 

high-value crops such as strawberries and toma 

toes. The diversity of markets which ANGUS' 

products serve leads to a low concentration 

on any one customer or industry group. The 

W e s t  industry group represented less than 15 

per wnL ol  ANGUS 1993 gross margin. In a t y p  

cal year, the ten largest customers account for 

approximately 26 per cent of gross margin. The 

diversified market and customer base also 

reduces the impact of economic cycles on sales 

and profitability. 



Otlr of ANGUS' major focuses has been 

lo dev~lop new markets for existing products and 

nm prod~icts based on nitroparaffin chemistry 

and plupt'i~ury technology. Research and dcvclop 

mmt ~~xp~t~ditures were approximately US $4.0 

million i n  1993, and are targeted at approximate 

Iy low pet' ml t  of sales. Four new products were 

intFaduinl in 1993, and numerous market oppor- 

tnnitirs I'IX current products were pursued. 

'l'hr new products introduced in 199:3 

haw ~ P ~ I I  designed to bring customers increased 

\-due by improving the properties of their fin- 

ished pro~lucts, improving the safety of their 

proclum or a combination of both. An example 

of this is ;I recently introduced specialty additive 

lor tile ildil~sive industry, Z E 5 ,  which provides 

the mmbirml benefits of a substantial improve 

men1 i n  thr strength of the bond uith reduced 

work~r rrposure to hazardous chemicals. Zoldinc 

RWZO. Ihc first new ANGUS product in the field 

ol reactivr dilrifmts, allows customers to offer uro 

thane metings that have improved appearance, 

weathenlhilir) and reduced environmental impact 

during the application stage. A new metalworking 

fluid additive developed in Europe has been 

approved for use by a major automobile manu- 

facturer due to its unique balancc of properties. 

A number of other new products continue in var- 

ious stages of development and are scheduled for 

introduction over the next se.vcral years. 

ANGUS is also focusing its efforts on 

increasing market penetration in Europe and the 

Far East. During 1993. North American sales 

accounted for 53 per cent of total sales. European 

sales accounted for 28 per ccnt and Asian and 

Latin American sales accounted for 19 per cent. 



LIQUIDITY A N D  CAPITAL R E S O U R C E S  

ANG maintained a strong liquidity position and 

improved its access to capital markets in 1993, 

during a period of significant asset growth. 

Taking advantage of upgraded credit ratings, the 

Corporation issued new fixed-term debt and 

entered the commercial paper market. 

Funds from continuing operations 

increased significantly in 1993 to $58.8 million 

from $40.8 million in 1992. The increase of 

$18.0 million was mainly due to the legal settle 

ment with IMC Fertilizer and improved operating 

performance from ANG's pipeline, marketing and 

chemical businesses, as well as lower interest 

charges. Noncash working capital requirements 

increased by $29.4 million mainly due to an 

increase in inventories and receivables. A large 

portion of this increase relates to the commence 

ment of Pipeline expansion operations and inven- 

tory replenishment in the chemicals business. 

Capital expenditures on property, plant 

and equipment for 1993 totalled $111.1 million. 

Approximately $67.8 million of this amount was 

for expansion of the Pipeline. The remainder of 

the expenditures relate to sustaining capital 

requirements for ANGUS as well as the Cochrane 

extraction plant recommissioning project. 

During 1993, a net investment of $17.6 

million was made to maintain ANG's 49 per cent 

interest in Foothills South B.C. The investment 

facilitated completion of Foothills South B.C.'s 

share of the Pipeline Expansion. 

Long-term debt of $140.0 million was 

repaid in 1993. This includes $60.0 million of 

debentures, carrying an interest rate of 10% 

per cent which matured on October 22, 1993. In 

addition, notes payable of $80.0 million were 

repaid. Also, a $25.0 million crosscurrency inter- 

est rate swap matured May 4, 1993. 

As a result of continued improvement in 

financial performance and a strong balance sheet, 

the two Canadian bond raiing services upgraded 

the credit ratings on ANG's debt in June 1993. 

The higher quality ratings allow ANG wider 

access to capital markets and lower financing 

costs. The corporate debt ratings are as follows: 

1993 1992 ............................................................................................................. 
Dominion Bond Rating Service 

Debentures A (Low) BBB 

Commercial Paper 13-1 (Low) R-2 (High1 ............................................................................................................. 
Canadian Bond Rating Service 

Debentures B++ (High) 8++ 
Commercial Paper A-2 (High) A-2 ............................................................................................................. 

Subsequent to obtaining the credit upgrades, 

ANG successfully issued $110.0 million of unse 

cured debentures carrying an 8.4  per Cent 

coupon payable semiannually. The debentures 

mature in 2003. The net proceeds were used to 

fund ANG's Pipeline and its expansion. 

During the fourth quarter, ANGUS issued 

US $25.0 million of unsecured senior notes at an 

interest rate of 6.56 per cent. Principal repayIIeIIt5 

are due in seven installments commencing in 

1997 with a final payment in 2003. The prooeeds 

were used to retire notes payahle and for gened 

corporate purposes. This debt also partially hedges 

ANG's net investment in its US. operations. 



Proceeds from the divestiture of non- 

strategic assets mere also used to retire notes 

payable. 

ANG entered the commercial paper mar- 

ket in October 1993, after a twmyear ahsence. 

This action lowered the cost of short-term horrow- 

ing rompared to the cost of hank financing. 

By year end, ANG had $76.0 million of commer- 

rial paper outstanding with varying te rms  

to maturity. 

As of Decembcr 31, 1993, total dcht uut- 

standing was $256.2 million with $176.8 million 

classified as long-term debt and $79.4 million 

rl&%ifid as short-term debt. Total debt in 1093 

inrrra.d by $62.4 million over 1992 levels main- 

ly due to expansion of the B.C. Pipeline System. 

AS(:'s long-term debt includes $110.0 million in 

Canadian dollars, CDN $56.1 million denominated 

in U.S. dollars, and CDN $10.7 milliou denomi- 

nated in Deutsche marks. f i r  further details, see 

Note 6 to the oonsolidatcd financial statements. 

The Corporation's weighted average cost 

of bnowing for short-term dcbt was 6.5 per cent 

mmpaared to 7.8 per cent in 1992. The lower cost 

of horrofiing in 1993 was due to a significant 

decline in interest ratcs and broader access to 

capital markets made possible by ANG's 

improwl credit rating. 

Total capital expenditures in 1994 are 

experted to be approximately $76.8 million. Of 

the tokli. $63.8 million is cxpected to be spcnt in 

Cmada. largely on thc Cochrane extraction plant 

mmrnissioning project. l'he remainder will be 

Invested by ANGUS in thc C.S. on suskaining cap 

itA. safety and environmental projects, and fund- 

ing the construction of a n c a  administration 

building at Sterlington. 

At the cnd of 1993, AN(; had revolving 

credit fiacilitirs totalling $156.5 million with five 

Canadian banks. of which $152.8 million was 

unused. iWCi reduced thcse facilities hy $20.0 

million from 1992 levels based on  projected 

financing requirements for 9 9 .  In addition, 

ANG had a US $6.0 million credit facility, of 

which US S5.9 million was unused at  ycar end. 

The credit facilities are required to support 

fLVG's commercial paper program and are also 

used for general corporate purposes. 

Financing requirements during 1994 are 

expected to he satisfied through a rombination 

of internally generated rash flow and short-term 

borrowing. 

SENSITIVITIES 

Management monitors key market drivers which 

affect ANG's rash flow and profitability 

1994 Earnings 
per share 
ncrease 

Increase in Key Market Drivers (decrease) 
............................................................................................................. 

Propane price of US $0.03 per US gallon $0.04 

CDNIUS dollar exchange rate of CDN $0.01 (0.01) 

Natural gas CDN $0.20 per gigajoule (0.03) ............................................................................................................. 



E N V I R O N M E N T A L  A N D  O T H E R  

CANADIAN OPERATIONS 

ANG is committed to operating its business in a 

manner that protects the environment. 

In 1993, ANG implemented an 

Environmental Philosophy and Policy (the 

Environmental Statements) which are provided to 

its employees and are available to the public. The 

Environmental Statements emphasize the 

Corporation's commitment to protecting the envi- 

ronment and the measures it is taking to achieve 

its environmental performance goals. 

A key measure is the appointment of a 

Chief Compliance Officer who reports to the 

Board of Directors and is responsible for ensur- 

ing ANG's compliance with all applicable environ- 

mental regulations. The Chief Compliance Offlcer 

is a member of the Safety and Environmental 

Review Committee (SERC), which in turn is 

responsible for reviewing safety and environmen~ 

tal concerns and supervising or conducting en* 

ronmental inspections and audits. The SERC is 

comprised of members of senior management, 

engineering and operations staff. 

An important  corporate initiative 

involves environmental audits of all facilities on 

a regular basis. The audits assess ANG's compli- 

ance with legal requirements, conformity with 

policies and standards of performance, and dayto- 

day environmental management. 

In the fall of 1991, a series of environ- 

mental audits of facilities was conducted, starting 

with the Cochrane extraction plant and followed 

by the Pipeline. ANG has now implemented 

changes which were recommended as a result of 

these audits. In 1992, audits of ANG's Peace 

River pipeline, the corporate head office in 

Calgary and ANG's vehicle fleet were conducted. 

The audits confirmed that ANG's facilities comply 

with regulations and conform with industry and 

corporate standards and pmtices. They also con- 

firmed that ANG operates in a progressive and 

environmentally responsible manner. Inspections 

of the Cochrane extraction plant and the B.C. 

Pipeline System in 1993 indicated that no sgmfi- 

cant environmental concerns existed. 

Specific environmental protection prc+ 

grams were carried out during 1993, includii 

the completion of an asbestos abatement program 

connected with the recommissioning of the lean 

oil facilities at the Cochrane exhitction plant Also, 

a cooling water pilot projed, using lowcost ozone 

in place of conventional water treatment chemi- 

cals, was initiated at the Cochrane extraction 

plant. Based on favourable preliminaxy results, a 

l a r g d e  test will be conducted in 1994. In addi- 

tion, updated guidelines for spill reporting and 

waste handling and disposaJ have been imp10 

mented at the Cochrane extraction plant. 

Turbine exhaust gas emission reduction 

systems were installed on the new compressors 

at both the Crowsnest and Moyie compressor 6kt 

tions. This entailed water injection into gas tun 

bines to reduce the amount of oxides of nitrogen 

(NO,) emitted to the atmosphere. Full implemen- 

tation will be completed in 1994. 

Noise abatement measures and equip 

ment were incorporated into all the new facilities 

installed as part of the Pipeline Expansion. 



tLUG docs not expect that cnvironmental 

prolrction laws will affect it diffcrmtly from 

o 1 I i 1 ~  mrpomtions in the industries in which it 

upr~ates. To date, environmental protcotion 

rrqoirements have not had a materially adversc 

ilnpwt on earnings or thr competitive position of 

Ill? ('orporation. In future, it is anticipdtcd that 

nrn and amended legislation will increase envi- 

ronlnmtal compliance costs; however. managc- 

lnrnt is unable to predict the future impact of 

s~wh increased costs. 

('IIEMICALS 
. . . . . . . . . . . . . . . . . . . . . 

AT(;VS is cnmmitted to full compliance with cur- 

rml and future environmental regulations on a 

a-orld~vide basis. In this respect, ANGUS is 

~llgagnl in an active program of ,f!n\lronmental 

managPment. During the reconstruction of its 

nitn~lmraffin facility, many improvements were 

incorporated anticipating future regulatory 

requirr~nants, including changes in the US. C k n  

.Air :\d. 

In 1992, AVGUS initiated a project to 

r~ducw its long-term material handling risks, 

whirh includes stringent material handling stan- 

dards for certain chemicals. In 1993, many 

of thesr standards were implemented with 

more than US $1.0 million spcnt on projects 

to upgrade handling and storage facilities. 

Improvements included installation of double 

bttomrd tanks, improved containment capability, 

and a rnlmign of the system to reduce potential 

morws (11' I&. 

lo February 1994, the Louisiana 

Departlnrnt of Environmcntal Quality granted 

.L\'(;US' request for authorization to continue 

opration ol' its Class I hamrdous waste injection 

wells to the ycar 2007.  AXGUS also holds 

approvals for the continued use of the wells from 

thc U.S. Environmcntal Protection Agency and 

the Louisiana Ikpartment of Nalural Resources. 

The wells arc monilored on an ongoing basis to 

ensurv prevention of harm to thc environment. 

Thc cosis associated with ANGUS' environ- 

mnntal activities have increased significantly in 

recrnt years. While it is difficult to determine 

en\lronmentd compliance costs. AUGUS ~?xpcct? 

enblronmental capital costs to r ach  US $1.0 mil- 

lion to US $2.0 million per ycar over thc next 

threc to four ycars. ANGUS has dedicated 

resources to identify industrial and regulatory 

trellds relating to environmcntal issues at an 

early shge, and to makc prudent business deci- 

sions based on a strate8 of reducing long-tmn 

financial vulnerability. 

CORPORATE CONTKlRUTlONS 

As a responsible corporation, AKG invests in the 

continued development of the communities in 

which it operates. Contrihutions are made to 

organizations that promote hcalth, welfarc and 

education, as well as athletic, civic and cultural 

activities. This year our employees conducted 

ANG's most successful Unitcd Way campaign. 

Their efforh produced record contribution and 

paxticipation levels. 



A YEAR OF ACCOMPLISHMENT 

1993 was a year of major accomplishment for 
ANG highlighted by strong earnings growth, 
significant investment in facilities and a renewed 
focus on strategic assets and tasks. Selected 
highlights include: 

Continued improvement in financial performance 
led to higher quality ratings from the two 
Canadian bond rating services. ANG now has 
wider access to capital markets a t  lower 
financing costs. 

After several years of planning and development, 
the Pipeline Expansion commenced operation 
on November 1, 1993. This pro-ject more than 
doubled ANG's pipeline investment and increased 
the B.C. Pipeline System capacity by more than 
56 per cent.. 

Focusing on continued growth, ANGUS Chemical 
Company introduced four new products. ANGUS 
continues to be the largest producer of 
nitroparaffins in the world. 

Investor confidence allowed ANG to solidify 
its financial position through the entry into 
the commercial paper market and the issue 
of favourable debentures and unsecured notes. 

Divestiture of non-strategic assets increased 
the allocation of financial resources to projects 
of strategic importance and stronger growth 
potential. 

The recommissioning project commenced a t  the 
Cochrane extraction plant. This project provides 
for a 70 per cent increase in NGL extraction 
capability and for future earnings growth. 



MANAGEMENT'S R E P O R T  

The accompanying consolidated financial statements and all other information in this Annual Report 

have been prepared by the management of ANG. Management is responsible for the integrity and objea 

tivity of this infonnation. The financial statements have been prepared in accordance with accountmg 

principles generally accepted in Canada. Where appropriate, amounts based on estimates and judge 

ments are included. Financial information throughout this Annual Report is consistent with the consoli 

dated financial statements. 

Management has established and maintains appropriate systems of internal control, with poli- 

cies and procedures which are designed to meet its responsibility for reliable and accurate reporting. 

These systems of control include a program of review by ANG's internal auditors. 

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

poses of determining the nature, timing and extent of their audit procedures, the auditors have consid. 

ered ANG's internal controls. They have audited the consolidated financial statements in accordance 

with generally accepted auditing standards so as to enable them to express an opinion on the fairness 

of the financial statements. 

Through its appointed Audit Committee, the Board of Directors oversees the financial reporting 

prepared by management. The Audit Committee me.ets rrg111n.rly with management, the internal auditors 

and Arthur Andersen & Co. to review auditing and financial reporting matters. Internal and external 

auditors have unrestricted access to the Audit Committee and management. The consolidated financial 

statements have been approved by the Board of Directors on the recommendation of the 

Audit Committee. 



A U D I T O R S '  R E P O H ' I '  
....................................................... 

To the Shareholders of Alberta Natural Gas Company Otd: 

We have audited the mnsolidated halance shcct of hlbcrta Katural (;as (hmpany Lid as at 1)eccmbcr 

31, 1993 and 19% and thc <.onsolidakd stalcmcnts of income, reinvestd earnings and a s h  flow for 

the years then ended. 'l'hese financial slatemcnts are the responsibility of thc company's man;y:cmcnt. 

Our responsibility is VI cxpnws an opinion on thcse financial stakmcnts based on our aullils. 

We conducted our audits in i~ceordance wlth generally acccpted auditing standanis. Those slan- 

dards require that we plan and perform an audit to obtain reasonat)lr assurance whclhnr Lhr financial 

statements are froc of material misstatement. An audit inriudcs examining, on a test basis, evidence 

supporting the amounts and disclosures in the financial statements. An audit also includes assessing 

the accounting principles usrd and significant eslimatcs made by management, as wrli as evaluating the 

overall financial statement presentation. 

In our opinion, thcse consolidated financial statcmenLs presrmt fairly. in all material respects, 

the financial position of the company as at Dccemhcr 31, 1993 and 19512 and thr results of its oper- 

ations and its cash fluw for the years ihcn ended in acrordance with generally accepted accounting 

principles. 

Calgary, Alberta, 

February 3, 1994. 

Arthur Andersen & Co. 

rharkrcd Accounhntu 



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

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

Year ended December 31 

lin thousands exceDt earnlnss Der shard 

Revenues 

Expenses 

Operating and maintenance 

Selling, administrative and research 

Depreciation and amortization 

Property taxes and other expenses 

Operating lncome 

Other income 

Interest expense 

lncome from Continuing Operations before lncome Taxes 

Income taxes 

lncome from Continuing Operations 

Discontinued operations 

Extraordinary items 

Net lncome 

Earnings per share 

Continuing operations 

Discontinued operations 

Extraordinary items 

Net income 

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

Year ended December 31 

iin thousands1 

Opening balance 

Nal ir~come 

Dividends 

Closing balance 

See accompanying oozes 



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

( ' O ? ] S O I , I D A ' l ' E D  B A L A N C E  S H E E T  
..................................................................................... 

December 31 

ion lho~sandsl 
. . . . . . . . . . . .  

Assets 

Current Assets 

Cash and interest bearing deposits 

Accounts receivable 

Income taxes rece~vable 

Inventores 

Other 

Total current assets 

Investments 

Property, Plant and Equipment 

Goodwill and Other 

Liabilities and Shareholders' Equity 

Current Liabilities 

Notes payable 

Accounts payable and accrued liabilities 

Deferred Income taxes 

Current portion of long-term debt 

Total current iiabiltes 

Long-Term Debt 

Deferred Income Taxes 

Shareholders' Equity 

Common shares 

Reinvested earnings 

Foreign exchange adjustment 

Approved on behalf of the Board of Directors 

John E Goud~e 

Drector 

John M. Beddome 

Director 



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

( ' 0 N S O L I I ) A T E D  S T A T E M E N T  O F  C A S H  F L O W  

Year ended December 31 

(in thousands1 ....................................................................................... 

Continuing Operations 

Income from continuing operations 

Non-cash items included above 

Funds from continuing operations 

Change in non-cash working capital items 

Other 

Discontinued Operations 

Investing Activities 

Net propetty, plant and equipment additions 

Proceeds on sale of assets 

Investments 

Extraordinary items 

Other 

Financing Activities 

Long-term debt additions 

Long-term debt repayments 

Dividends 

Common shares issued for cash 

Summary of Cash [Used) Provided 

Continuing operations 

Discontinued operations 

Investing activities 

Financing activities 

Cash and Cash Equivalents (Deficiency) 

Opening balance 

Closing balance 

See accompanying notes. 



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

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
................................................................................................................................................... 

1. DESCRIPTION OF THE BUSINESS 

Alberta Natural Gas Company LM (ANG) owns and operates a largediameter pipeline for tho trans 

portation of natural gas through southeastern British Columbia. This pipeline links the systems of 

NOVA Corporation of Alberta (NOVA] and Pacific Gas Transmission Company (PGT) to move natural 

gas from Alberta to California and the United States Pacific Northwest. AN0 holds a 49.0 per cent 

interest in Foothills Pipe Lines (South B.C.) Ltd. (Foothills South B.C.) which owns a pipeline that 

parallels and interconnects with ANG's pipeline. Foothills South B.C.'s pipeline is operated by ANG 

as an integral part of the ANG pipeline system. A major pipeline expansion project in southeastern 

British Columbia, cmsponsored by ANG and Foothills South B.C., was completed and commenced 

service on Novembcr 1, 1993. 

The pipeline system in southeastern British Columbia is subject to regulation by the 

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

accounting matters, the export of gas, the construction and operation of gas pipelines and tolls 

charged for transportation service. The Foothills South B.C. pipeline is also regulated by the 

Northern Pipeline Agency pursuant to the Northern Pipeline Act. 

ANG owns and operates a natural gas liquids (NGL) and ethane extraction facility near 

Cochrane, Alberta. The plant straddles the western Alberta mainline of the NOVA pipeline system. 

The purchasers of NGL and ethane from t,hn Cochrane extraction plant have agreed to provide for 

the recovery of operating expenses, taxes and capital invested together with a return on the unre  

cavered investment. 

ANG is engaged in the natural gas marketing business in Canada and the United States. 

These operations are managed by the Canstates Gas Marketing partnership of which ANG owns 

66.7 per cent. ANG also participates in the marketing of products from the Cochrane plant. 

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

ohemical production facilities located in the United States and Germany. These facilities utilize 

propane and nitric acid as feedstock to produce nitroparaffins and derivative products which are 

then marketed worldwide. 

2. ACCOUNTING POLICIES 

me consolidated financial statements have been prepared in accordance with accounting principles 

generally accepted in Canada. Significant accounting policies are summarized below: 

Bass of Presentabon 

%he consolidated financial statements include the accounts of AN0 and all of the accounts of s u b  

sldiaries and partnerships over which ANG has control. The equity method oT accounting is fol- 

lowed for investments which are less than 50.0 per cent owned by ANG. 
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2. ACCOUNTING POLICIES (contnuedl 

inventories 

Inventories are carricd at the lower of cost and market. The lastin, first-out method is used to 

account for certain chemical inventories. These inventories would be $7.1 million higher at 

Dcccmber 31, 1993 ($5.9 million at December 31, 1992) if the firstin, firstout method had been 

used. Avcrage cost is used for most other inventories. 

Property, Plant and Equipment 

Property, plant and equipment is carried at cost less accumulated depreciation. Cost includes the 

cost for funds used during the construction of assets that are devoted to cost of service arrange- 

ments. The rate used to capitalize this financing cost is the NEB accepted rate of return on rate 

base or, where appropriate, the rate specified in the contract. This return is included in income 

when it is recorded. 

Depreciation is calculated on a straightline basis over the estimated service lives of assets. 

The overall composite rate is 3.8 per cent (3.7 per cent in 1992) for pipelines, 2.3 per cent (2.4 
per cent in 1992) for extraction and 6.5 per cent (5.6 per cent in 1992) for chemicals. 

Goodwill 

Goodwill arose on the acquisition of certain subsidiaries and partnerships. It represents the portion 

of the purchase price in excess of the fair value of the identifiable net assets acquired and is amor- 

tized on a straight-line basis over a period of 30 years. In 1993, an additional provision was made 

to write off $3.7 million of goodwill (see Note 18). The unamortized balance was $9.0 million at 

Ilecember 31, 1993 ($13.1 million at December 31, 1992). 

Foreign Currency Translation 

The accounts of United States subsidiaries are translated into Canadian dollars using the balance 

sheet date exchange rate for all assets and liabilities and the average exchange rate during the year 

for revenues and expenses. The cumulative effects of these foreign currency translations are includ- 

ed in the "Foreign exchange adjustment" component of shareholders' equity until there is a real- 

ized reduction of the net investment in United States dollars. 

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

ance sheet date exchange rate for all monetary assets and liabilities and the historical exchange 

rate for non-monetary assets and liabilities. Revenues and expenses are translated at the exchange 

rates prevailing on the date of the transactions. The effect of these foreign currency translations is 

included in the determination of net income. 

ANG's Deutsche mark denominated long-term hank loan is translated into Canadian dollars 

using the balance sheet date exchange rate. The effect of this foreign currency translation is 

deferred and amortized to income over the term of the bank loan. 
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2. ACCOUNTING POLICIES (continued) 

Natural Gas Sales Contracts 

Certain natural gas sales contracts are entered into at fixed prices for up to a year. Revenues and 

expenses related to these contracts are recorded when deliveries are made. Anticipated future  loss^ 

es, if any, on specific contracts are charged to income when identified. 

Natural gas transportation costs of $45.1 million, previously reported for 1992 as a reduc- 

tion of revenues, have been reclassified to expenses to be consistent with the presentation adopted 

for 1993. This reclassification has no effect on net income 

Income Taxes 

Income taxes are provided using the tax allocation basis for all income except for cost of service 

income which permits the recovery of income taxes as paid. Income taxes are provided on this 

source of income using the taxes payable method to the extent they are recovered as revenue. Had 

the taw allocation basis been used for this source of income, there would have been a deferred tax 

recovery of $2.4 million in 1993 ($3.7 million in 1992) on this income, and additional deferred 

income taxes would have been recorded in the amount of $17.6 million to December 31, 1993 

($20.0 million to December 31, 1992). 

Withholding taxes are provided on undistributed earnings of foreign subsidiaries if those 

earnings are deemed not to be permanently invested. 

Post Employment Benefits Other Than Pensions 

Certain health care, dental care and life insurance benefits to eligible retirees and their dependants 

are provided. These benefits are expensed when the costs are incurred. 

3. INVENTORIES 
December31 

1;" thousandsi ................................................................................................................ 
Pipelines 

Extraction 

Marketing 

Chemicals 

4. INVESTMENTS 
December31 

Foothills Pipe Lines (South 6.C.i Ltd. S 25,717 $ 6,538 

Amoco Centre joint venture 6,092 4.179 

St. Clair Underground Storage partnership (see Note 18) 3,618 4.457 

Foothills Pipe Lines (Yukon) Ltd. 2,420 2.567 

Other 
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4. INVESTMENTS (continued) 

Foothills South B.C. has negotiated a $90.0 million bank line of credit to provide interim 

financing for its portion of the pipeline expansion project in southeastern British Columbia. This 

line was drawn to $83.7 million as at December 31, 1993. ANG has guaranteed 49.0 per cent of 

any outstanding loan balance. The guarantee will terminate upon replacement of the interim financ 

ing with long-term debt, which management anticipates will occur in 1994. 

An ANG wholly-owned subsidiary, ANG Realty LM., has a 50.0 per cent interest in the 

Amoco Centre joint venture. The other 50.0 per cent interest is held by Olympia & York AMCC 

Limited, a subsidiary of Olympia & York Developments Limited (OM). The joint venture owns an 

office building in Calgary (the Property). The debt on the Property is a joint and several obligation 

of the owners. It is funded by a banking syndicate (the Bank) whose only recourse as against ANG 

Realty Ltd. and ANG is to the Property. 

All monthly payments required under the loan agreement are in good standing. In addi- 

tion, substantial payments have been made against the outstanding principal of the loan. Funds for 

this purpose have been generated through the renegotiation of certain huilding leases and through 

continuing profitable building operations. At present, a letter of intent has been signed with lead 

tenant Amoco Canada Petroleum Company LM. to provide for a renegotiation and extension of 

their existing lease, including the occupancy of a further three floors of space. 

In spite of the foregoing, the Bank has, by letters dated January 20, 1993 and 

Septrmher 3, 1993, notified ANG that it has accelerated payment of the balance of the loan by rea- 

son of the insolvency of O&Y, in that O&Ys current situation constitutes a continuing event of 

default under the loan agreement. Negotiations continue with the Bank to effect a satisfactory 

restructuring of the debt on the Property. Management is of the opinion that an arrangement can 

be implemented that extends the term of the loan. The Bank has, to date, not commenced legirl 

action against the Property in response to O&Ys insolvency, but has reserved all rights to do so 

under its security agreements. 

In managements opinion, no impairment of the carrying value of the net investment in 

the Property has occurred. This position is based on several valuations of the Property, as well as 
outside legal counsel's opinion that ANG would be successful in preserving its interest in the 

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

Property. 



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

5 .  PROPERTY, PLANT AND EQUIPMENT 

December 31 

lin thousands1 .............................. 
cost 

Pipelines 

Extraction 

Chemicals 

Under construction 

Other 

Accumulated depreciation 

Pipelines 

Extraction 

Chemicals 

Other 

Net book value 

6. LONG-TERM DEBT 
December 31 interest 
ini thousands1 Rate 1%) Due Date 1993 1992 .................................................................................................................................................................................................................................. 

Debentures 

Notes (US $25.0 million) 

Bonds (US $13.0 million) 

Bank loan (DM 14.0 million) 

Debentures 

Notes 

Other 

Less current oortion 

All debt is unsecured except for the US $13.0 million bonds which are secured by certain 

ANGUS pollution control assets costing US $11.2 million. All long-term debt matures after 1998 

except for $10.7 million in 1996, $4.7 million in 1997 and $4.9 million in 1998. Interest on long- 

term debt was $9.0 million in 1993 ($15.7 million in 1992). 



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

7. SHAREHOLDERS' EQUITY 

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

ed number of common shares. 
Number of common shares 

issued and fully paid (in rhousandsi 

Yem ended December 37 1993 1992 1993 1992 

Opening Balance 25,654,365 20,989,935 $ 113,099 $ 53.822 

Issued for cash 

Closing balance 

ANG has reserved common shares for issuance under a senior management stock option 

plan. At December 31, 1993, options for 339,903 shares were outstanding (235,346 at December 31, 
1992). The options are exercisable for cash at prices ranging from $13.38 to $16.13 per share dur- 

ing specified periods that expire no later than 10 years from the grant date 

8. OTHER INCOME 
Year ended December31 

li" thousands1 1993 1992 .................................................................................................................................................................................................................................... 
Gain on sale of assets $ 5,157 $ - 
Allowance for funds used during construction 4204 2.140 

Equity income 3,729 2.504 

Other 615 40 

ANG sold its Peace River pipeline for $15.3 million on December 30, 1993. The "Gain on 

sale of assets" relates to this sale. 

9. INCOME TAX RATE 

The provision for income taxes varies from the amount determined by applying the combined 

statutory Canadian federal and provincial income tax rates to "Income from Continuing Operations 

before Income Taxes." The following is a reconciliation of the combined statutory rates to the effeo 

tive income tax rate: 

Year eodedDecember 31 1993 1992 .................................................................................................................................................................................................................................... 
Statutory lncorne tax rates 44.0% 44.0% 

Effect of the taxes payable method for 

cost of sewice arrangements 

Effect of foreign tax rates 

Nondeductible expenses 

Other 

Effective income tax rate 
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10. DISCONTINUED OPERATIONS 

1)iswntinurd operations in 1993 relate to the contingent portion of thr sale procceds from the d i s  

position of tho fine chemicals business in Ireland. This business was sold in 1992 

Year ended December 31 

fin rhousaodsl ....................................... 
Disposal gain (loss) 

Operating loss 

Withholding taxes on the repatriation of sale proceeds 

11. EXTRAORDINARY ITEMS 

Extraordinary itcms were recorded for the nonrccurring consequences of the Sterlington lire and 

explosion. Thr 1993 gain represents the procpeds from the lMC Fertilizer settlement (see Noto 12) 

and the 1992 gain rrprrscnts an "involuntary conversion" book gain arising from insurance 

procccds reccived to rebuild the damaged plant. The following is a summary of the extra- 

ordinary items: 

Year ended December 31 

Inr rhousandsl 1993 1992 

Expenses (4.010) (20,429) 

Income and other taxes 

12. LITIGATION SETTLEMENT 

In April 1993. ANGUS entered into an agreement with 1MC Fcrtilizer Group, Ino. and IMC 

Fcrtilizer, Inc. (collcctively IMC Fcrtilizer) relating to the May 1, 1991 explosion at the Sterlington, 

Louisiana nitroparaffins plant. IMC lktilizer was the operator of the plant, a t  thc time of the explo 

sion. The agreement provides for IhlC Fcrtilizer to pay ANGUS approximatcly US $35.0 million plus 

interest over a threcyear period. In addition, IMC Fertilizer dropped its claim seeking rrimbu~sc- 

ment from ANGUS for amounts paid by IMC I'ertilizer to the Unitcd Statcs Occupational Safety and 

Health Administration and for other related expenses. ANGUS received US $15.0 million hy 

December 31. 1993 as rcquirrd under the terms of the agreement. Hrccivables from IMC Fertilizer 

on 1)eccmbcr 31, 1093 of US $20.0 million, due from 1094 to 1996, are included in "Accounts 

receivable" (C1)N $7.5 million) and "Goodwill and Other" (CIIN $19.0 million). 

The net settlement to ANGUS of' approximately US $35.0 million (CDN $44.4 million) was 

recorded as income [rom continuing operations of C1)N $12.6 million ($7.0 million alter L?x or 

$0.27 per sharc) and as an extraordinary item of CDN $31.8 million. The $12.0 million portion of 

the settlement was recorded as a reduction in "Operating and maintenance" expense in 1993. This 

amount represents a recovery of fixed production costs previously expmsed as "unabsorbed plant 

costs" of $4.3 million and $8.3 million in 1991 and 1992, rcspectivcly. The remainder of the settle. 

ment proceeds was recorded as an extraordinary item (scl? Note 11). 
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13. SEGMENTED INFORMATION 

Financial information by industry segment 

tin thousands1 Pipelines . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

1993 

Revenues S 35,856 

Depreciation and amo~ization 3,163 

Operating income 9,196 

Identifiable assets 200,742 

Capital expenditures 77,966 

1992 

Revenues 27.950 

Depreciation and amortization 2,191 

Operating income 6,633 

Identifiable assets 100,861 

Capital expenditures 39.01 2 

Financial information by geographic segment 

tin ihousaodsi . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
1993 

Revenues 

Operating income 

ldentifiable assets 

1992 

Revenues 

Operating income 

ldentifiable assets 

Extraction Marketing 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Eliminations 
and 

corporate 
Chemicals items Total 

Canada Foreign Total 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Sales to three customers account for 47.5 per cent 143.5 per cent in 19921 of these revenues. 
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14. RELATED PARTY TRANSACTIONS 

TransCanada PipeLines Limited owns a 49.9 per cent interest in ANG. Prior to June 30, 1992, 

Pacific Gas Transmission Company (PGT) and its affiliates were related parties since PGT owned 

this interest in ANG. 

In the normal course of its business, ANG enters into transactions with related parties 

which reflect prevailing market conditions. These transactions include revenues for the transporta- 

tion and sale of natural gas ($5.1 million in 1993 and $26.9 million in 1992) and expenses for the 

transportation and purchase of natural gas ($48.6 million in 1993 and $43.4 million in 1992). The 

net amount due to related parties was $5.1 rnillion at December 31, 1993 ($3.7 million at 

December 31, 1992). 

ANG acted as the agent for Foothills South B.C. in performing construction management 

services for the 1993 pipeline expansion. In that capacity, ANG recovered from Foothills South B.C. 

costs of approximately $100.0 million 

15. PENSION PLAN 

Substantially all of ANG's employees participate in defined benefit pension plans. At December 31, 

1993, the actuarial present value of the accumulated pension benefits was $26.1 million, and the 

fair value of the pension fund assets was $23.8 million. Unfunded pension obligations are recorded 

as liabilities in the accounts. 

16. CONSOLIDATED STATEMENT OF CASH FLOW 

"Cash and Cash Equivalents (Deficiency)" is defined to include interest bearing deposits and is net 

of notes payable included in current liabilities. Noncash items included in "Income from continu- 

ing operations" consist of the following: 

Year ended December 31 

tin rhousandd ............................................................................................................................................................ 

Depreciation and amortization 

Deferred income taxes 

Gain on sale of assets 

Equity income net of cash received 

Other 

17. CONTINGENCIES AND COMMITMENTS 

ANG has received reassessment notices dated October 7, 1993 from Revenue Canada for the 1985 to 
1989 taxation years, for additional taxes and interest. ANG disagrees with these reassessments and 

notices of objection have been filed. Legal counsel has advised that there are substantial arguments 

to support ANG's position: however, the ultimate outcome of the objection is not determinable at 

this time. Meanwhile, taxes and interest have been prepaid in order to avoid further assessment of 

nondeductible interest. If ANG's notices of objection are upheld, this amount plus interest will be 

refunded. Should the tax assessments be upheld, approximately $8.0 million (including a deferred 

tax adjustment of $4.4 million) would be charged directly to reinvested earnings. 
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F I V E  Y E A R  S U M M A R Y  
............................................................... 

iin thousands of dollars except lor share data and other sratisricsl 
....................................................................................................... 
Operations 

Revenues 

Operating income 

Income from continuing operations 

Net income (loss) 

Total assets 

Capitalization 

Short-term debt 

Long-term debt including current portion 

Shareholders' equity 

Total capitalization 

Cash flow 

Funds from continuing operations 

Net property, plant and equipment additions 

Net long-term debt additions (repayments) 

Common shares issued (purchased) 

Dividends paid 

Share data 

Earnings per share 

Continuing operations 

Net income (loss) 

Funds from continuing operations per share 

Dividends paid per share 

Outstanding shares in thousands 

Year end 

Average 

Shareholders' equity per share at year end 

Toronto Stock Exchange market price per share 

High 

Low 

Close 

Other statistics 

Return on average shar~holders' equity** 

Return on average cap~tal employed** 

D~v~dend yield on year end market prlce 

Debt to sharehoiders' equlty ratlo 

Interest coverage ratlo** 

" Restated 

" Based an income from continuing operations 
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ABBREVIATIONS 

A&S 

ANG 

ANGUS 

Pipeline 

Pipeline Expansion 

B.C. Pipeline System 

Foothills South B.C. 

IMC Fertilizer 

M M d  

NEB 

NGL 

NOVA 

PGT 

PG&E 

TransAlta Energy 

Alberta and Southern Gas Co. LM. 

Alberta Natural Gas Company Ltd 

ANGUS Chemical Company 

ANG's pipeline in southeastern 
British Columbia 

The British Columbia portion of the Alberta 
to California pipeline expansion project 

Pipeline and the pipeline awned by 
Foothills South B.C. 

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

IMC Fertilizer Group, Inc. and 
IMC Fertilizer, Inc. 

Million cubic feet 

National Energy Board 

Natural gas liquids 

NOVA Corporation of Alberta 

Pacific Gas Transmission Company 

Pacific Gas & Electric Company 

TransAlta Energy Corporation 

CONVERSION TABLE 

The conversion factors set out below provide approximate conversions. 
To convert from Metric to Imperial, multiply by the factor indicated. 
To convert from Imperial to Metric, divide by the factor indicated. 

Metric Imperial Factor . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
kilometres miles 0.62 

millimetres inches 0.04 

megawatts horsepower 1340 

million cubic metres million cubic feet 35.3 

cubic metres barrels 6.29 
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