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The Annual General Meeting of Alberta Natural Gas Company Ltd will be
held on May 9, 1995 at 10:30 a.m. in the Belaire Room of the Westin Hotel
located at 320 - 4th Avenue S.W., Calgary, Alberta.

All shareholders are encouraged to attend but if unable to do so are reques}cd
to complete and return the Proxy form to the Company’s Transfer Agent and

Registrar, Montreal Trust Company of Canada,




Consider the athlete. To describe what makes an athlete successful is to use words such as
compe titiveness ; discipline and focus. These are words
that also apply to the successful corporation. ANG is such a Company. Training to stay.com-
petitive. Taking a disciplined approach to new investments to deliver long-term shareholder

value. And focusing its efforts to ensure success.




CORPORATE PROFILE

Alberia Natural Gas Company Lid JANG/ is a Calgary-based corporation operating in Canada and, throvgh ifs various subsidiaries
and affitiates, in the United Stafes, Europe, Asia and Latin America. ANG’s businesses cotprise nafural gas processing, marketing

and services, specialty chemicals and natural gas transporiation.

ANG began over 30 years ago as a transporier of natural gas to markets in California. The business grew throvgh the development of
extraction facilities for natural gas liquids and ethane at Cochirane, Alherta. This was the caralyst for ANG’s involvement in NGL

and natural gas marketing in Canada and the United States,

In 1982, ANG diversified its asset base and added ANGUS Chemical Company [ANGUSJ io its pertfolio of businesses. ANGUS
is the world’s forcmost producey and markcicr of witroparaffins and nitroparaffin derivatives. ANGUS” 1echuology adds value to

industrial and consimer products ranging from pharmacendicals to latex paints, Its scope is global, the end products diverse.

ANG is listed on the Toronto, Montreal, Vancouver and Alherta stock exchanges and trades wnder the symbol “ANG”.

HIGHLIGHTS

[Operating]
® Income fromn base operations up 20 per cent
* Pipcline system throughput increased 38 per cent
* Two new products commercialized by ANGUS
[Investing]
» Cochrane extraction plant recominissioning project completed and in service November 1, 1994
* Acquisition of a 20 per cent interest in the CrossAlta gas storage facility
= Disposition of ANG’s NGL and crude oil brokering business completed
* ANG’s 50 per cent interest in the Amoco Centre sold
[Otherl
* ANGUS’ Sterlington plant granted 1SO 9002 certification
* CanStates received NEB approval to export an additional 44.5 MMef/d of natural gas

* New strategic initiative approved by ANG’s Board
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FINANCIAL HIGHLIGHTS

(in thousands except per share data) 1994 1993
Revenues $ 678,473 $ 662,693
Income from continuing operations $ 31,491 ) 33,3987
Net income $ 3,49 $ 49,584
Net property, plant and equipment additions $ 68,608 5 111,073
Total assets [year end] $ 685,529 $ 640,616
Sharehalders’ equity [year end) $ 225,649 $ 204,273t
Average number of shares outstanding 25,698 25,672
Earnings per share

Continuing operations $ 1.23 $ 1.30*

Netincome $ 123 3 1.93
Dividends paid per share $ 0.68 8 0.68
Shareholders” equity per share [year end] $ 8178 $ 7.95%
Toronto Stock Exchange market price per share [year end] $ 15.25 $ 16.50
Dividend vield [percent on year end market price] 4.46 412
® Includes an after-tax liligation settlement of $7.0 million (30.27 per share}.
t Restated for past emplayment benefit costs cther than pensions due 1o a change in accounting policy.

Contribution to Operating Income Asset Mix
1524 Detember 31,1532
Extraction 3337 Chemicals 27z Extraction 225 Chemicals 419

Marketing and Services 16% Pipeline 24% Other 83 Pipaline 28%:

(3]




Revenues
[millions of dollars]

Total Assets
[mitlions of dollars]

90 9 2 a2 #

Earnings Per Share From Continuing Operations
d1res)

0

L} L 52 93 o
* Excluding the litigation settlement
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Throughout 1994 ANG continued to concentrate on
strengthening its core businesses. We acted decisively to
improve our organization, sell non-core assets, bring on
new products and make major investments in the
chemical, extraction and pipeline facilities. These actions
were major contributing factors to achieving a 20 per cent
increase in income from base opcrations during 1994.
During this process, the balance sheet
was strengthened to give ANG a strong

capital base to support future growth.

In
addition to achieving improved operat-
ing performance in 1994, ANG exam-
ined several strategic options directed at
maintaining recent momentum of asset
growth and profitability. Key criteria in
the selection process is the ability to pro-
¥ide significant investment opportunity

and leverage ANG's extsting strengths and businesses.

Despite recent weakness in gas prices, the Company
concluded that investment activity relating to natural gas
production and development will remain strong in the
years ahead. Furthermore, it was concluded that ANG’s
existing competencies put it in a strong position to
pursue opportuntties in field gathering, processing, trans-

portation and marketing services.

This new strategic thrust into the mid stream sector was
launched in 1994 with ANG’s participation in the
CrossAlta gas storage project. We expanded our
presence in this sector by constructing a gathering system
which feeds the Cochrane extraction plant. Other mid
stream investments are also being investigated. These
include:

» Acquisitions of existing gas processing facilities
q ggas p t

(5]

¢ Investments in new field gathering systems and gas
processing facilities
* Developing new markets and transportation

opportunities for ethane production

In addition, ANG is pursuing two electrical
cogeneration projects associated with its existing facilivies
in southeastern British Columbia. The ANGUS strategy
will be to expand its position on a
worldwide basis as the foremost producer
and marketer of nitroparaffin-based
specialty chemicals. The acquisition of
product line extensions will form part of

this strategy.

All of these strategic initiatives evolve
from our existing core businesses. ANG
will build in new directions from what it

docs best.

Through 1995 and beyond, ANG will broaden and
strengthen its asset base, building a multi-skilled organi-
zation to carry the Company forward to achieve its

strategic goals.

ANG's financial strength and expertise in processing,
transportation and marketing services constitute a
strong base by which ANG can carry out these
initiatives, as do ANGUS' strengths in research and

development, marketing and manufacturing.

The recommissioning and complete
modernization of previously idled facilities at the
Cochrane extraction plant was completed and in service
November 1, 1994 at a cost of $53 mullion. The project,
which added 900 MMecf/d of natural gas processing
capacity for the extraction of NGL, was completed on

schedule and under budget. Total design capacity of the



Cochrane plant is now 2,200 MMcf/d, while the NGL
production capability 1s in excess of 26 Mbbli/d. By

year-end, full capacity utihzation had been achieved.

A zas gathenng system was completed 1o directdy supply
10 MMcf/d of natural gas to the Cochrane plant from
the Botrel and Wildear Hills arcas. The system was
designed 1o faclitate expansion of deliverability to
20 MMctf/d. This successtul project was our fimst iminative

in ficld gathering. An expansion is already underway.

Phase T of the CrossAlta gas storage project, in which
ANG has an approximate 20 per cent interest, was
completed 1 November 19940 Tlas facility, locared
near Crossfield, Alberra, has storage capacity of 40 Bef
and peak day mjecnion or withdrawal capacity of

500 MMecf/d and 15 fully contracted for varying terms.

In November, CanStates Gas Marketing was granted
153-vear licenses to export a total of 44.5 MMcf/d ac
Kingsgare, Britsh Columbia. The natural gas will be
used to tuel a propesed combined cycle elecericity

gencrating plant at Hermiston, Oregon,

ANGUS benefited from expanded markets worldwide
due to 2 combinanon of global market pencrration and
the introdoction of new products. Rescarch and
development eftorts resulred in the inrroduction of two
new produces, with a further three in vanous stages of
development te be introduced 1n 1995, ANGUS
conunues e pursue markets which have subsrantial
upside, particularly Asia, the Pacific Rim, Europe and

Latin America.

We are particularly proud of the fact that, i early 1995,
ANGUS™ Sterhingron Plant earned the prestgious
I1ISO 9002 cernficauen. 1SO 9002 15 one of a series of
five guality assurance standards coordinated by the

International Orgamizanion for Standardization [1SOY).

[6]

This cervfication represents worldwide recognition of
the high standards of management pracrices which

ensure product qualiry,

As mentoned ANG 15 pursuing two cogeneration
projects located i Briush Columbia. The Company 1s
preparing to submit proposals for both projects in
response to a December 1994 request to supply power
to BC Hydro. A short List of suppliers 15 expected 1o be
issucd by BC Hydro in mid-1995,

The successful pipeline expansion, completed in
November 1993, operated ar higher volumes than
expected in 1994 and conmbuted to ANG's strong
financial performance. We anticipate that furcher

opportunitics for expansion will arise in 1996 or 1997,

In February, ANG completed the sale of its NGL and
crude oil brokerage business for 89 million, mcluding

55 million n sworking capital.

In December, rhe sale of the Amoco Centre was
concluded ar a price of §95.5 million, ANG received
$8.5 million 1n ner cash proceeds for its 50 per cent
mrerest, after repayment of projecr financing. This sale
marked the successful conclusion of a long restructuring

process involving rhis non-core assct.

[Financial Review] Our financial results for 1994 con-
tinued to improve, bencfiting from strong performances

m the pipeline and chemical operations.

In 1994, income from continuing operations increased
hy 20 per cent o $31.5 million, as compared to §26.4
million [before including after-tax income of $7.0
million from the ANGUS litigation sertlement].
Earnings per share from continuing operations increased
ro $1.23 per share in 1994, from $1.03 [excluding the

ANGUS lidgation settlement|. Funds from continuing



operations for 1994 were 3635 million, an erease of

[T per cent rom So8.8 nullon in 1943,

AN funncial success and tivourable outlook carped
the Company an upgrade on e long-term debt ratng
from the Canadian Bend Ratng Service to Allow] fronm
B++[Ingh|. This further enhances ANG S aceess to the

capital markers.

ANGS capital base s strong. Our capaciey for tuture

mvestment is substintial .

(Outleok] The future v exciting tor ANG. The
Company has both opportunity and tocus and will grow
wsnig existig strengths, In the compennve environment
fced by oall businesses todav, ANG recogiires dhr i
must contmue e evolve m order to anticipate and meet

the challenges of the future and ensure continued suceess,

ANCG has the dsapline to adhere to what 1 does well,
and dhe ability 1o finance growth. The opporunntes
now being developed swchin the midsereqan sector ot the
natural gas business will enable ANG to achieve
contmued profitable srowdh, We are confident in our
ability to attin thns objective and we look torward o

relling vou of our successes 1 1993 and bevond.,

(7]

[Corporate Responsibility] ANG and ANGUS invest
m the conumued development of the communmuties m
which they operate. Conmibutions are mude 1o organi-
zanons that promote health, welte and cducanion, as

well as athlenc, eivie and culoural acivines.

[Peoplel Yo are plowsed to report that o Apnl 1994,
Robert Dvmond was appomted Preadent and Chiet
Operanmyg Officer at ANGUS, brmging with him
wedlth of expenence mthe enviromuentad and chenn-
cals businesses. Wit dos appomtment. Gary Grimzow,
Chiet Bacentve Officer of ANGUS, wall tocus on the
strategic develepment and noplementinion ot new

market expansions.

I'he ettorts of 4l employees have helped strengthen
ANGS business base through tocus and discipline. Then
dedicaton and ereauvity have been instrimoental mothe
progres achivved. We are proud ol the strong teamn thar
we have bule at ANG which 5 coummted to emsuring
the continued success of the Company, We are alvo
confident in our emplovecs abilie o naplentent the new

strategge imitiatyve focuang on the nndstreon business.,

I'o borrow from the Ohmpic motto, ANG srives 1o

move faster. higher and stronger.

I e plsllom—<—

John M. Beddome

Piesideni and Chief Exeentive Offtee

T2 7§

Norman E. Wagne
Chainnai of e Board

Marele 8, 1995



Income Summeary

lin thousands) ( 1994 1993 1992
Extraction $ 21,489 24,447 26,787
Marketing and services 10,189 13,204 14,424
ANGUS Chemical

Base operatians 17,910 13,732 9,265

MNon-recurring item - 12,631 -
Pipeline 15,629 9,196 6,633
Corporate expenses [8,611] 8,543] [9,191)
Operating income T TRt 56,606 64,667° 47918
Otherincame 9,818 13,705 4,684
Interest expense [18,165] (16,397 [19,422]
Provision for income taxes [16,768] | [28,577] [15,381]
Inceme fram cantinuing cperations . e 31,491 33,3981 17,7.99
Discontinued operations - 790 [20,075]
Extraordinary item - 15,396 20,181
Net income o B s nam 29,584 17,905
®  Includes $12.6 million pertaining to a successful litigation setilement,
t  Includes $7.0 million after tax [$12.6 million pre tax] pertaining to a successful Itigation settlement.

Continuing Operations
fin thousands} 199 1993 192
Base operations $ 31,491 26,350 17,799
Non-recurring item - 7.048 -
Income from continuing aperations - - & 331491 33,398 . . “1.7,.'..’9.9
Earnings per Share
| 1934 1993 1992

Continuing cperations

Base operatians $ 1.23 1.03 0.82

Non-recurring item - 0.27 -
Discentinued operations - 0.03 [0.92]
Extraordinary item - 0.60 092
ot bacoms . s ................... 123 o 062
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ANG continues to record
strong growth in financial pedforinance from base opera-
tions. Income from continuing operations increased to
$31.5 million [$1.23 per share] from $26.4 million [$1.03
per share] in 1993 [excluding after-tax income of $7.0

million from the ANGUS litigation settlement].

Net income for 1994 was $31.5 million, compared to
$49.6 million in 1993, Earnings per share were $1.23,
versus $1.93 in 1993. The 1993 results include $0.87 per
share related to the ANGUS litigation settlement of
which $0.60 per share was an extraordinary item.
Discontinued operations also contributed $0.03 per
share to 1993. When these non-recurring items are
excluded, 1993 earnings per share from base operations
were $1.03.

Extraction operating income was $21.5 mil-
lion compared to $24.5 million for 1993. Reduced
operating income, resulting from a lower capital base in
this business, was partially offsct in the last quarter of
1994 by income from the recommissioning project at
the Cochrane plant.

Operating income from
marketing and services declined to $10.2 million from
$13.2 million as a result of higher natural gas feedstock

prices in the early part of 1994.

[91

ANGUS recorded operating income from
base operations of $§17.9 million, an increase of 30 per
cent from $13.7 million in 1993 [excluding the litigation
settlement]. ANGUS benefited from higher sales vol-
umes attributable to expanded markets worldwide, glo-
bal market penetration and the successful introduction of
new products. These positive results were recorded
despite sharply higher raw materials prices and lower
prices realized for nitromethane due to competition
from China. ANGUS’ results were also positively
impacted by stronger US and German currencies, rela-

tive to the Canadian doiiar.

Operating income from the pipeline business
showed an increase of 70 per cent over 1993, to $15.6
million from $9.2 million. This was primarily due to the
November 1993 completion of the pipeline expansion
in southeastern British Columbia. Pipeline deliveries for
1994 were up 38 per cent, to 1,966 MMcf/d from
1,422 MMcf/d in 1993.

Funds generated
from continuing operations increased to $65.5 million
in 1994 from $58.8 million in 1993, reflecting improved
operating results. The Company’s debt to debt plus
equity ratio at year-end remained at 55 per cent
following the net §55 million investment program
undertaken in 1994. ANG’s capital position affords
the Company flexibility in terms of future financing

decisions.



disci P |l I N @ itis at the core of any success. A thorough, step-by-step

approach to perfecting an action. Or a strategy. At ANG we are disciplined in our approach -

ensuring consistent performance and long-term success.




e ol ANGS core areas of expertse Is ntund] g
processanas ANGTS Coclmane esoiaction plant s e
sevornd Legest such etlins i North Anerica and stands
Gul s one o the most comperntive producers i Albert,
The acibie exoraces NG ethane and CO5 from natal
was. I addivon o it procesang etloeney, ANG
Believes s succes o this busimess s attnbuatable 1o

strengrhs awith respect 1o

development, operation and goguisicion ol g
processing fualivies mowestern Canada, The srate-
vy o vontemplates providing rhese services 1o pro-
ducers under an array of third-party processing
arangoments, alowing producers to concenurate

o thierr core Buaness aonvines,

1984 Highlights) October 1994 marked the com-

pletion ot the recommis-

CUSTOIIer yervice, narkel
miclhigence and oder related

Cross=IUNCTION] COmponents,

I he Cochrane extraction
plamt straddles the western
Alberta Teg of the mpelime
sistent opentted by NOVAL
e producnon and wle or
crhane  and NG are
conducted under Tong-rerm
agreements whicl provide
For the recovers ol all
reasonable operanng expeises,
AUpredLalon. MleTest expense
aned o aner-tax returu on

ISt
[Strategyl A kev to AN arowth sirategy s i
abilioy to Teverage 1oy expoertise inogas processing,

Av part of this sorategy, ANG will be exploring the

Morth America’s second largest such

facility, extracts NGL. ethane

f11]

soning and upgrading of
previoushy wdled facihinies
at ANGS pas processing
plant ar Cochrane wihieh
bPogan in June 1995 The
project was complered on
sehedule and noder bud-
ool withour anterruption
of production trom exise-

g tacihoes, The recom-

The Cochrane Extraction Plant,

misstoning added 900
MMo/d of processing

capacity, brnnging the

and CO. from natural gas. toral to 2200 MMer/d.

Contractual arrangements
are o place to process virtnally all of the natoral
vas lowang through the plano A o result ot s
project. ANG S annual NG producoon capabilin

I Dew I exceesy of 2500 MBbls.



Extraction Operating Income
|millions of dollars]

%3 5.8

90 9 92 9 “

NGL Production
[Mpblsid|

%0 N 92 93 )

Ethane Production

[MALmisai]
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Production of NGL averaged 21.6 Mbbls/d in 1994,

comparcd with 189 Mbbls/d i 1993, an increise of

14 por cent. The morease i production was due o the
completion of the reconnmissioned facility which
mereased total NGL productiion capacity by over 40 per
cent to 20,0 Mbbls/d. All of this product 1s sold under
long-term contraces tied to market prices i eastern

Canada and the Umited States.

Ethane production i 1994 averaged 44,1 Mbblv/d.
compared to 42,1 Mbbl</d i 1993, Most of the ethane
produoced ar the facility is sold under a long-rerm
agreement as tecdstock for ethvlene production m

Alberta. This agreement will be renegotiated by 1998

Coupooal b pe sdag Expenditures on property,
plant and equipment for the exracuon business toualled
S41 mlhon 1 19940 compared with 816 nullion in
1993, Of theswe wmounts, 339 million was spenc on the

recommissioning project in 1994 and 11 nilhon

1993 An addicgonal 83 wullion relating to the

[13]

reconmixsioned facthties was disbursed dorog the fust
quarter of 1995, A further 83 mallion s budgeted for

sustaming capita] expenditures in 1993,
¥

P cad Operatirg ircome from the exomacton bus-
ness was $21.5 million, as compared to 8243 million in
1903 maunly due o a lower capital base. ANG has
diverificd the risk associated with feedsrock supply by

contracting with more shippers and producers,

Ou ool ANG 15 aurently moa strong postton where-
by s NGL and most of it ethune producton s com-
mitted e profitable markers, Givew current cthane
market condinions 1 North America. ANG believes thar
there are opportunitics to further expand this business m
terns of production, assets and muarkets served. This
would beneht ANGTS strategic posttion with respect to

contracung for gas supply and extracnon rights.



MARKETING AND SERVICES

ANG's markenmg and services business s comprised of

natural gas gathering, storage and brokering, as well as
the markening of NG and ethane from the Cochrane
extracton plant.

[Strategy] ANG will conupue to expand 1ts presence m
wes arhenng and services, which v important 1o i goal
of becoming an mregrated jmdsorcam natural gas

company. To this end. ANG 1 explonng oppoertunities

refated o the construction, operation o1 acquisition of

midstrenn gas gathering and processing facihties 111 wese-
ern Caneda, ANG will also exrend the gathering svaem
near Cochrane o provide a cost eftecave fuel supply for
the Cochrane phin

[1994 Highlights] - . o o 2 ANG com-
pleted the comstrucnon of a 33 kidomeoe gas gathering
systent tocany tiurd=parey sweet narura) gas from the
Wildear Thils and Boterel arcas to the Cochrane extrac-
tion plant. The gathenng system commenced service in
December 1994 and was mally designed to wransport
L MMer/d ot natural gas for processing av the
Cochrane extractnion plant, but can be casily expanded o
transport 20 MMet/Zd. The project was developed, in
conjunction with arca producers. to mmnnze construc-
von of new ficld processing tacthues and maximize capaci-
tvoutihzanon ar the existing Cochrane exoraction plant.
ANG will alse share 10 the markenng profits from NGL

extracted moprocessing dhis gas.

[141]

cor o ronaee ANG invested $16 mullien tor
an approximate 20 per cent interest m the CrossAlta nar-
ural gas storage praject located near Crossticld, Alberta
e faolioy isa joint ventre berween Anioco. as operna-
tor, TranvCanada PipeLines and ANG. The CrossAln
gas storage project was fornied o provide compenrively
priced natural pas storage and hub nanagement services.
The faciiity Tas a peak day desgn ingection or withdraw-
al capacity of 500 MMcf/d and 40 Bef ot storage capaci-
. An expansion of che faality s being evaluated
which would merease peak design injection or with-
drawal capacity to 1,300 MMcf/d and storage capacity
to 830 Bef, The Alberta Energy Riesources Comervation
Board hay granted o commuercial license to the project
for a terin of 25 vears, The license allows for incre-
mental expansion of the facilives without submitting

turther appheations.

S = Soee e PDirimg 19940 Clandtares
Gas Markenng [CanStates], a pariership i which ANG
his 0 67 per cent miterest, entered mro long-tenm gas
contracts to supply 2 cogeneration plant i the US
Pacitic Northwest, CanStares received NEB aptroval i
November 1994 o export the 4.5 MMcr/d wath delis-
eries expected 1o commience it nnid-1996. These new
contracts augment the 125 MMot/d of long-term expon

contracts held by Candtares,



CanStates” natural @as sales volumes for 1994 were 10
Boi wineh represented an inerease of 13 per cont over
volumes sold in 1993, Due o the combinaton of a niild

winrer, agmficmt developiment of new reserves and a

Lairge imereane in storage capabilioy, nacural gas price
softened during che Tatter pare of 19940 This orend s
expected to continue inro 19930 Inothis price
environment. CanStates has

been able to cexpand irs
business inco new markets,
mcluding the Us Pacitic

Northwest and Calitfornia.

muarketng of NGL produced
by the Cochrane extracuon
plane 1 conducted under
long-term sales agreements, e
Higher production volumes “
ol 21.6 Mbbls/d v 1994

were attributable to the inereased capacity resulting from

the completon of the recommusstoned facility.

Although prices for NGL remained fairly steady
1994, operating income from the narketunyg of NGL
was stgnificanty lower in 1994 compared to 1993, The
main reason for this decline was the overall Ingher nar-
ural gas feedstock cosess s sitnarion reversed at vear-

end when nataral gas prices fell sharply.

Contractual arrangements also

provide tor ANG's participation m the marketing of

cthane ourside Alberta, These arrungements have not

-
3 mimber

contributed ta ANG'S operating ncome for

of vears, However, ethane from the recommuissioned

Marketing Operating Income

[15]

facihoy has vecendy been profitably sold under a shorr-
terin interruptble aereement. The recommissioned
facihoy will allow ANCG 1o develop new cthane business
4 the project has increased the Compaey’s cthane pro-

duction capabilities.

Evpenditures on property,

plant and camipment for marketing and ~services
totalled 83 million e 1994,
In addion, ANG mvested
S1o o mllion with respecrt to
the CrossAlo gas storage
facihiey. Capraal expenditures
m 1995 are expecred 1o be

S3 nullion.

Operating
mvome for narkeong and
] services 1 1994 was 82
nnllion. 4 decrease from the
S13.2 million recorded in
1993, The decrease was primartly due to the higher cost

ot natural gas used tor NGL feedstock. Toal volunies of

NGL were 7900 Mbbls as compared o 1993 levels of

6,900 Mb

S,

POANCG belicves hat there are significans

opportumities 1o leverage s expertise and mvest in the
arca of gas cathering and processing. This 1s due o the
arowing need for facilivies to meer dehverabilioy
requirciments from the western Canadin sedimentary
basin into che 2100 cencary. Exoracoion rights o

increased natural gas volumes should benefit marketing

profics trom the sule of NGL and cthane.



AN G e mooparatiin chemisies . has cvolved mite
dhe world s doremest producer and markerer of
seroparatiin specnlee choemical produce, Suceess ar
NS wormes Drem ot abihi e respond 1o the ever
changing sroeds o the markerplace s ANGUS Do
Jovetoped oovarery of products rom asncle echnolooy
wooeet the diverse necds o s customers, ANGLS
produces over 30 npire-
parin produces which
provide added benetis
ro approsnae . Honndie-

ries lovared oo ey N0

countries worldwrde.

Ihe products are used in
appheatons ringing trom
porsonal care producrs,
pharna-

Lites  paints,

conncals such as Zantac!™,
ad other drings, ANGUS
leading rosiion s well-
supported by oo wlobal

markoting presence and

distribunion netswork.

Fhe diveraoe of markes
sorved wath nroparatiin
producis posations ANGUS tvourably without
dependence onam one produce or covtomer, Further.
reduces the mipact of ceononne ovcles on osales and
profimabilice. To 19940 dhie Targest imdusory group
represented Tess than 23 per cont ot ANGUS  saless T
evpteal vears the BE Lirgest customers account for los

than 25 per cene of wales,

ANGUS. our US-based specialty chemical

products manutacturer, is a key element in
ANG’s long-term growth strategy.
ANGUS is the world's foremost producer
of nitroparaffin-based specialty

chemical products.

ANGUS commitment 1o product developmuoent
v demonsrrated by the plamed constricnon e T94Y5 ot
Lopdor plan ac s Sterhneron, Tousnar taalite, The

purpose of thie plant s to facihrare new marker

and product developiment and 1o provide processing

seale-up data,

[Strategy  ANGUNS v 0 key element m ANGS long-

e wrowth o srategy .
ANGUS sl parsue product
he extensions o Dusimesses
whineh auement ot current
nitroparatfim icchnolowy,
huss ogether watly 4 conun-

ll(‘\{ COTIeenlratten an

new products and the devel-
apment ot new markens ror
CNINTI Produens, 1y expeeted
o provide long-tenn prof-

1able growth,

As part of s lore-tenm stra-
cov o develop miroparatim-
Lased products. ANGUS
MATNTas
spending approsnaately feur
sales research and

per ocent ol FUVCnUY onoIry

devclopment.

The Business of ANGUS, ANGUS nnutactures tour

basic nirroparallin co-produces: nitroniethanc,

nitrocthane. T-mrepropane and 2-muopropane. These
co-produs s are muade fronn ateedstock ol nivne aad ad

propaiie. Value-added, nivroparathin dervanve products

are produced from cach ob these hasic co-products.,

research and deselopient ot

disarphine of



Niatroparafiins and thewr dervatives are produced ac the
Sterhingron plant, while the plant 1w Ibbenbuceren,
Germany exclusively manufactures derivative products.
I 1994, the basic vrroparatiins plant opevated ar two-
thirds of1ite 90 mnllion pound capacinv, T 199480 pey
cent ot the basies produced were used for the

production of dertvanves.

1994 Highlights] I’ oJdn. ANGUS new product
developmaent process sereens the market potential, teeh-
nical Heand overall cconomic rewms, allowing the dedi-
canon of resources to only those produces that have a
high probabihity of commercil success. New product
development is contnuing o generate widespread nter-
est i several marker segiments, Four new products were
mrroduced 11 1993 and two were mrroduced m 1994,
Zoldine® ZT-535, wilnch was mroduced 1y Jue 1993 as
aspeciley addidve for the adhesive indusory. demon-
straced strotg, wrowethy 1y 1994 because of 1 combined
benctits of improved propertics and reduction in worker

exposure to hazardous chemicals,

Zaoldine® R1I-20 reacove diluent and Zoldinew
MS-PLUS monture scavenger, mtroduced i 1994, are
o new products developed by ANGUS turgeting the
urethane imdustrial coatings market. These products
represent a new class of compeunds tor ANGUS which
enable Tormulators to dramaocally Jower the voladle
orgmie compound level of these coatings and mmprove
thew surface appearance and durabilite. Zoldine® R12-

20 replaces <olvents used  urethane coanngs. Unhke

(17]

solvents, however, ir reaces within the ceaung to
become a part of the fimal produce. A< a resule. 10 does
not evaporate into the atmosplicre and conotbute w
poor air quality as solvenn do. Zoldine® MN-PLUS
removes mobture from these same coatings, preventing
an wwanted chemieal reacton that would otherwise
create bubbles, pinholes. haring and reduced gloss i the
tnal product. Both new products coable manufacturers
o develop high perfornumee urethane coatngs which
deliver the top quality customers expect and meet

mreasingly sorict environmental regulatons.

ANGUS has three new products scheduled for
commeraual mtroduction in 1995, The production
pracesses for these products were piloted 10 1994 and
are now n commercal production, scale-up and
customer trials. A pumber of other new produces
continue 1 various stages of development, many
partrerships with ANGUS customers. to meet specific

custonter needs,

Sules of ANGUS” more than 50 products 1s led by
AMP 95 This versatle product, which s promarily
used te optimize the performance of latex paints,
cnjoyed worldwide, double-digic growrh o 1994 as
opportunites in the coatings markers expanded and new

niternational markers were penetrated.



Woorldwide, ANGUS soll s producis divect
and through dhstriburor o more than 80 counimes, It
las oftices 1 Botkado Grove, Hhmots, BSAD Pans, Franee:
Shetfield, Foaland: Esans Germane: and m Siagapore

stppertg srowtom the Far st mcludmg Chitn,

Larope currends accounts 1or 25 per ceny of worldwide
sales. Dervany s volumes grow m kurope by miore than
Paoper cent o 1994 ashe
coarnmos andusiny moved
vy front solvent=based sy
tems towards warter-based
avateims o wineh unlise
ANGULS primury product
Bnes, I Astas sales have
STOWT TO FCprosent more

than 26 per cone ot world-

wade saless with the magorna

ol wrowth  ocourning
i Yooy countrtes. The
Moddle and Far Base demon-
\Hiilt‘(i e'\':'n‘]ﬂlcﬂm“_\' ,\L]'(\]]:_r
srowth i 19940 wirth sales
mereasting more than 28 per
cent. During 1994 0 distribu-
tor et etk was tormed m China rceting the coatngs
and rubber indesoy i that countey as arcas tor substantil

growth over the nexst several vears,

While Farin Smerica s sull Joss than tao por come of

ANGUS overall saless this Iy @ fast wrowing market
where cight distributors sell all of ANGUS maor
products. In Messco, ANGUS benehinn trom the North

Amertcan Free Prade Agreement as duaties on i

AMP 957 s a versatile product,

pritnarity used to optunize perfarimance
in latex paints. It is used worldwide and

leads ANGUS products in terms of sales.

producty were redoved by 10 to0 13 per cent, enabling

ANGLS produces to be more compennve with Jocalls
produved producis. Brazl) has been wirgered s g pmne
area Tor anarket ponctranon and arewth as ANGUS
produces rave had Dinnced espoesure nohas mger
ket Cuscomers 1 zhe Wniced Stares aecounted tor
abont one-halt or ol ANGLS sales with o diverse range

of tndusmmes contnbunng o

this pertornumee.

Lxpendicures on property.
plant ard equipmeut for
1994 cotalled =14 nnllhion
comtared to S22 anthon m
[OU3 | hese ands were
Jirevred ar intrastruciure
and salety projects s well as
the 1'[_‘]_\1.1((_'11]=;]][ ot A -
porary adnunistragon bald-
i ar e Sterhingron plant,
Foval espenditures for 19495
e enpeoted fo be 225 nnl-
hon awath the nujor projeais
Dommg o mew dermvaus es
producron comrol room winlh aare-of=the-art compurer
control svseents and the construcnon ot the Sterhngoon
piloc plant. The remaming funds have been allocared 1o
dernarives Jaciliny expanvons and cfficiensy nprose-
ments, Suwstnning capitdl tor ANGUS porpaliv ranges

from 55 to 37 nalhon annually.
Oyporatimg mmconie m 1994 for chencals
v N8 nnllion as conmpared 1o STAT million [berore

the N12.6 nullion pre-tax hugavon serrlement| e 1993



This merease was mainly aributable to higher sales vol-
umes mothe phannaceuncal. health care and coanngs
markets. ANGUS benefited frem expanded markes
warldwide duc to glabal marker penetration and the
successtul mtroduction of new prodoces. The 1993
results were negatively aticeted when the world's second
largest manutacturer of mtroparatfins withdrew trom
the market and hquidated

It INVENTory.

Sales of one of the basie
products. pitromethane, were
necatvely affecred 1m0 1963
when  the product was
imported mro the Unired
Stares from Chima at prices
siguticantly below prevailing
market rates. Lo response,

LS filed an ann- « L

dumping pennon in 1993,

During the second guarter of

1994, the Umited Stares Deparoment of Commeree
found that mrromethane sourced from China was being
sold ar less than far valoe, However, the Unted Staces
International Trade Commission determined that
ANCGUS wis not materally myjured or threatened with
tatertal njury and denied ANGUS request for the
nuposition of dumping dunes. ANGUS has filed an
appeal of this decivon with the United States Cowst of

Internanional Trade.
Durmyg 1994 ANGUS vecetved the balance of funds
assocnted with the 1993 Btgation settdement relating o

the J99T explosion at the Sterhingron faciliov, Net

Chemicals Operating Income
[midkons of doilars]

92
* Excluding the liigation settlement

[19]

proceeds o ANGUS of US 335 million were to have
been pard in several isralliments over a period of
three vears. Howcever, US $15 milhon was received i
1993 and the remaming US 320 ndlion was received
m June of 1994 See Note 17 to the Consolidated

Fimancil Statenrents,

[Recent Developments] !> Y “ote 20 w0 00y

Tn ocarlv 1995, ANGUS'
Sterhngron plant received
IS0 9002 certification. This
sought-after certfication,
stgnifyving thar the
Sterlingron pLlint™s quality
systems conform to com-
prehensive international
stndards. was received fol-
lowing a rigorous audit of
« ke ANGUS [acihoes by an
mdependent third parcy
appainted by the [5O
Council. The Ibbenboeren plant m Gernrany had

previously recerved ISOY 9002 certification.

Crodoet  ANGUS Tooks forwapd o penctrating new
markers with new and cxisting producess. ANCGUS
ability o create produces which conwral the release of
tormaldehyde, nitrosammes and volaule organic
compounds will further benefit the Company as
covironnental legnladen continues to tghren with
respect W these compounds, Increased geographie and
end-marker diversity wall provide a platform for

contmucd growth at ANGLUS.



PIPELINE

ANGs pipelme provided i mital plattorm for growth.
Ower the vears, the pipeline has provided o reliable cash
flow and a tor rate of return for ANGs shareholder.
ANG owns and operaes the lirgest single export pomt

ter delivernes of Canadiin natural gas. In the 1993-94

gas vear, these deliveries represented 28 per cent of

Canada’s o) natural gas exports. Todav, ANG
pipehine-relited growth
opportmities will depend
on new marker demand
for natural gas. dhe conun-
ued abilicy e provide
COMPETve ranNspormton
services and ANG s abihey
te capitalize on other
opportunities relared e

the pipeline assets.

[Strategyl A kov lactor 0 N
contribuimyg 1o the suceess

of the prpeline operation 1s ANCGs abibity 1o continuous-
Ivmeet the changing needs of customers using the swvs-
tein, ANG recogimizes the dynamic nature ot the nataral
gas industry. I order to stay abreast of the suey facing
the pipelme eperations, 1t costemers and the industry ar
L

ges ANG maintans a close relavonship widh 1

pipcline shippers.

A planned expansion of the pipeline during 1995 to
meet growing market demand for gas in cthe Pacific
Northwest and Nevada was deferred. Responding o
customer vequests, ANG succesfully coordinated
ravonalization mechanism whereby extsting shippers
were sible to relinrquish underualized transporation

capacity to shippers committed to thie planned 1995

Pipeline Operating Income
|milkors of dollars]

[20]

expansion. Such endeavours ensure the optimal

uthzauon of ANG's pipeline facilies,

ANCG S tansportation services ave mterconnected with

PGT S svstem, Wadh the assstance of PGTS electronie

bulleun board, known as che Pactfic Trail, the watem
facthrates nominanoens and other services provided to
ANG shippers. ANG 1 currenty o discussions
regardimg participaton in the
“Nre Thghwav™. being devel-
oped by several Canadian
companies, which will provide
ANCG customers with
addivional clectronie mulu-
pipeline gas transpartation

lllf})TI]I‘I[i()J 1 SCEVICCS.

As ANG moves o pursue
the goal of becoming an
mtegrated midsoreamn natural
gas company, the Company
will continue to serve 1ty customers through pipeline
expansions and exanine related opportumnes, such as

cogeneration.

[T T N AP ANG operates the Britsh
Colunibia sezment of the Alberti-Calitorna pipeline
syatent, one of Canada’s mgor pipehnes for nawral gas
exports to the United States. The pipeline extends from
the Alberta/Brinsh Columbia border 1o the Boitish
Colhunbi/ldahe border and links the NOVA and PGT
systenis transporang gas to California, The Toothills
South B.C. pipeline. which parallels and interconnects
with ANCTs pipeline. is 49 per cont owned and s
operated by ANG 4y an nregral part of the B3.C

Pipehne System,



[n November 1993, an expansion of the B.CL Pipeline

Svarem was complered which added 900 MMcivd of
capacies. As of December 31, 1994 ol capaciry was
approxiately 25000 MMcetr/d, While the nmugonty ot
the gas v desained for export o the United States, the
B.C. Pipeline Svstem also supplies a local gas distnibutor

and several industrial consumers mn southeastern

Brirish Columbia.

The pipeline operates wathin

the qurisdiction ef the NEB.

)
Incame and cash flow are

based on tolls churged to -
pipehne shippers. These tolls

all

are destgned 1o recove

reasonable operating and
NENNICNANCe expenses, depre-
ciatton and amoruzatoen, TR R
income and other taxes and a
return on rate base [the
pipehne assers]. The average pipeline rate base mcreised

16l million in 1994,

from §77 milhion i 1993 to

retlecting the 1993 pipeline expansion.

The rate base increases by the amount of capitul
additions and decreases by the amount of depreciation
charged. The rate base v funded according to a decmed
capital structure consisting of debt and equity. The
return an the rate base includes the recovery of debr
costs and an after-tas return on the deemed equiny
component. The debr and cquity componenes and the
return on cquity mav be deternuned i consulution
with the pipeline slippers and other mterested parties.
If an agreement cannot be reached as a resule of the

consultarin

process, such return will be determined by

Kingsgate Export Valumes

HPAROCR

[21]

the NLEB. Ner mcome for the pipelime business s

determiined by the rate of rerum on the equity portuon

of the rare base.

1" Ry

ara : On March 17, 1994 the NI'B
called w multi-pipeline cost of capital hearing for major
regulated pipehnes. The purpose of the hearmyg was 1o
ser a benchmark return on cquity, 1o establish o smeable
mechanism for adjusung that
return over a three to Nve

it

vear pertod and assignoan
H_—.J.?u_‘O—Ju;.:n) .M'FT;:H.: SIrUcture
for the individual pipehnes.
Prior to callimg this hearmg,
the NEDB had set a June 15,
1994 date for a separate

lanmg ro ANG

lrearng

pipchine capiaal strocture and

rate of return on equits

I order to aveid unnecessar

duplicanion berween the two proceedings, o settdement

o

was reached i June 1994 with . s shippers for

pipcline wolls for the pertad trom November 101993 o

A

December 31, 1994, This seudement provided for o rare

of return o cquiny of 12 per cent on a decmed cquity
component of 30 per cente. The Company applied for
the benchmark renim on equity of 13 per cent and 4

multi-

deemed cquity component ot 35 per cent i th

pipchne cost of capitl hearimg, The NEB's decision,
expected o be psued inothe sprimg ot 19950 will set

oL 1995,

ANG™S rite of return retroacuve o Jant
The decimon s not expected to have aomaternal mipace

on the caormings of ANCGL



Based on ANGs December 31, 1994 pate base, an
increase e the equity component of five per cent [i.e.
from 30 per cont to 35 per cent] would increase carnings
per share by approsimacely $0.04, a5 would a fifty basis
poing rise Jie from 12 per cent to 12,5 per cent| o the

Tare (ﬁ‘ TCOUTIL on Ctllli Y.

oeencration ANG and  TransAlwa

Encrgy

Corporation | TransAln] are
partners in the ownership
and operation of a proposed
cogeneration  facility 1o
be  located adjacent to
ANGs compressor station ar
Crowsnest, British Columbia.
This facility’s capacity could
range from 80 Megawartts 1o
L70° Megawatts and cost

becween STO0 million and

S160 million.

In March 1994, ANG,
TransAlta and Powerex, the

export marketing division of

As part of our commitment to
provide safe, efficient and reliable transportation
services, we continue

to upgrade our pipeline facifities.

[22]

BC Hydro, signed 2 letter of intent providing for che
marketing of the clectricity to be generated by the
Crowsnest cogencration project. To date. Powerex has
been unsuccessful in s attemprs to find @ buver,

however Is conunuing in its cfforrs to market

the clecrriciry.

In addition to the Crowsnest project, ANG
15 independently devel-
oping another cogeneration
project located adjacent ro
its pipeline compressor
station near Elko in the
East Kootenay region of
Briush Columbia. This
proposed facility would
combine hear generated
through combustion of
sawmill wood waste with
waste  heat recovered
from compressors at the
station. The cost of this 43
Megawart acilicy 1s approx-

umnately $93 million.

rr AN AR EERAAAIAAIAIANOANNOANNANNDNII



Both projects will be subnitted as proposals in March
of 1993 in response to a request to provide power to
BC Hydro by 1999 A short list of the successful

bidders is expected o be received in mid-1995.

[1994 Highlights] Capital bxpenditures As purc of
ANG's ongoing commitment to provide safe, cfficiem
and rehable transportation services, ANG continues to
upgrade 1ts pipeline facilities. Sustaining capital expendi-
tures for 1994 were S10 million. Additions w properry,
plant and cquipment were 878 million 1n 1993, of
which 367 million was related o the 1993 pipeline

expansion. Expenditures for 1995 are expected to toral

B Headquarters - - Pipeline

-~ Extraction facility Gas storage facility

[23]

-== ANG pipeline

$12 million to find compressor turbine cooling systems

and several sialler projects.

Financial Operating income from the pipeline busi-
ness was $13.6 million in 1994, as compared to §9.2
million in 1993, The increase resulted from che

November 1993 pipeline expansion.

Outlook The need for expansion capacity to meet
market demand is now growing again o may resule in
another pipeline expansion m 1996 or 1997, ANG also
believes thac there are opportunities to service upstream
companies operating n arcas which are nneconomic

with respect to services offered by other pipehines and

will invesdgate such opportunities as swarranted.

Sldahe T Wpnade R

A Compressor station B Proposed cogeneration facility

Foothills South BC pipeline



LIQUIDITY AND CAPITAL RESOURCES

Improved operating performance m 1994 increased
funds from contunuing operations to 8655 nnllion
comparcd to 33858 nullion 0 1993, During 1994,
ANG™s mnvesument in property. plant and cquipmens
totalled S69 million. of which 83% nullion was for the
upgrade and tacility recommissioning at the Cochrang
cxtraction plant. The remainder of the expenditures
were mamly related o sustainiug capital for the chenmieal

and pipeline operations. In 1993 expenditures on

propertv. plant and equipment totlled S111 milhon of

which $67 nullion was for the expansion of ANC’s

pipeline system iz southeastern Bratish Columbia

Also in 1994, ANG sold non-strategie assets for net
procecds of $13 milhhon and incurred costs of 310
milhon related to it invesoment m dhe CrossAlia gas
storage project. Net proceeds of 313 million relating ro a
linganon settdenent were received in each of 1994 and
1903 Sce Note 11 to the Consolidated Financial

Statements. At the end of 1994, ANG held cash and

mnterest-bearing deposits of $32 million, an inerease of

S35 million over the prior vear-end.

[24]

In June 1994, the Canadian Bond Rating Service
upgraded s rating on the Company™s long-term debt
to Allow]| from B++|high| as a resule of the steady
improvement i carnings, cash flow. interest coverage
levels and prospeces for conunued improvement in
consolidated performance, This rating further enhances

ANC s access to debe markets ar attractive Interest rares,
The Company's debt ratimgy are as follows:

Do 1 Ba oo 'D-“ [

Debentures A llow]
Commercial Paper R-1 [low]
Canate BoouBe g oe

Debentures Aflow]
Commercial Paper A-1 (low]

As of December 31, 1994, rowl debr outstanding was
5274 milhon compared o 3230 million on December

A1, 1993, Of the toral debt eurstanding, shorr-term

notes pavable were $98 million and consisted largely of

commercial paper with varving terms to maturity. Long-
rerm debt consisted of $110 million i Canadian dollars,
CDN 85335 mulhon denominated in US dollary and CDN
$13 nullion denominated in Gernan marks, See Note 7

to the Consohdated Financial Statements.
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Approximately 3170 million of ANG's debr i< associated
with cost-oi—ervice operations. Through conuacoual
arrdigements, the associated nterest expense on such
debr s recovered. largely shielding ANG from mterest

rate volanh,

Ihe Company’s weighred average cost of short-tern:
borrowing was 3.7 per cent compared 10 0.5 per contm
P993.0 Interest expense swas 8T8 nullion, 82 million
higher than o 19930 The morease retlects tunding

requirementts asodctated witl the 1994 capital program.,

At the ond of 1994, ANG had revolving credit Ricilines
wralling 8135 imthon with five Canadian banks and a US
SO milhon Goihey, all o which were unused. These credin
facthoes are used for general corporate purposes and o

suppart the Company's connmeraal paper program.

[25]

Capitad expenditures in 1995 are budgered ac
approximarely 845 million and are expocted o be
financed mainly dhrough cash flow from operations.
ANGs sound caprtal posivon alfords the Company

Hexibilioy for future Gnancing decisions.

[Sensitivities) The Company 15 cxposed 1o Interest rate,
exchange rate and conmmoduy price volauhiy., To the
extent possible, risks are mitgated by natural ofters, and

1 osonne cases, through the use ot hedging instrenents.

1995 Earnings per share

D L N DS S BT E increase [decrease)
Propane price of US $0.03 per gallon 50.02
CDN/US dollar exchange rate of CON $0.03 {0.02]
Natural gas CON $0.25 per gigajoule [0.04)



ENVIRONMENTAL AND SAFETY

iCanadian Operations] ANG rcmains committed to
operating its business in an environmentally responsible
manner. In 1993 ANG implemented its Environmental
Philosophy and Policy which cmphasizes its commit-
ment to the envirommene and outlines the measures
being taken within ANG o cusure that Company oper-

ations are compatible with the envirenment.

As parc of this Policv. a Chief Compliance Officer
[CCQO, reporting 1o the Board of Directors, was
appointed to ensure that the Policy is properly adhered
ro. The CCO meets regularly with the Safery and
Environmental Review Committee ro review safetv and

environmental concerns.

In 1994, ANG personnel inspected, surveyed and teseed
all operating facilities to ensure proper performance and
compliance with applicable regulartons and operating
policies. A number of regular safety and environmental
mspections were conducted by federal and provincial
agencics which did not identify any significant concerns.
As part of 1t commitment 1o cnvironmental
preservation, ANG conducts faciliry audits on a regular
basis. In addirion, an independent environmenral
consulting firm has been engaged to conduct an audic of

both the plant and pipcline facilities in 19935

[26]

ANG keeps abreast of developments regarding
environmental legislation to ensure a timely response to
any changes i laws or regulations. ANG does not
expect that environmental protection laws will affecr it
differently from other corporations in the industries in
which it operazes. To date, environmental prorection
requirements have nor had, nor will have, a matenal
adverse impact on ANG’s carnings or competifive
position. It is expected, however, that new and amended
legislation could increase environmental comphance
costs. ANG is unable to predict che impact of such

increased costs at this time,

[Chemicals] ANGUS is committed to full compliance
with current and furure environmental regulations on a
worldwide basts. In this respect, ANGUS 15 engaged in
an active program of environmental management.
Components of this program include a management
commitment to environmenral complance and issue
management, a trained and experienced environmental

seafl, and adequate capinl resources.

i ! ! ! H b ; h



In 1992, ANGUS initiated a project at Sterlington to
reduce its long-term material handling risks which
include the development of stringent material handling
standards for certain chemicals. Many of these standards
were implemented tn 1993, at a minimal cost to
ANGUS. Additonal improvements to be completed in
1995 include reducing and conselidating certain storage
facilities while providing improved containment
capability as well as upgrading and rationalizing

associated piping systerns.

During 1994, ANGUS received renewal of its water
discharge permit. This permit, which extends through
1999, allows ANGUS 10 continue to usc its existing
waste water treatment systeml, but will require the
construction of certain facilities to reduce certain
eleruents in its discharge and to allow direct discharge to
the receiving stream, The pennir contains a compliance
schedule which provides up to three years to make

changes necessary to comply with certain limits.

The cosrs associated with ANGUS' environmental

activities have increased significantly in recent years.

[27]

While it 15 difficult to determine environmental
compliance costs, ANGUS expects environmental
capital costs will not exceed $2 million per year over the
next three ro five years. ANGUS has dedicared resources
to idennfy indwstrial and regulatory trends relaring ro
environmental issucs at an early stage and to take acrion

to reduce potential long-rerm financial habilicy.

iSafetyl ANG is pleased to report that the lost time rate
for its Canadian operarions was zero in both 1994 and
1993, down from 1.18 in 1992, The lost time rate expe-
nenced in our United States operations has been rela-
tively stable; 0.66 1in 1994, 0.60 in 1993 and 0.69 in
1992, This rate is approximately one-half of the rates
normally experienced by chemical manufacturers of a
similar size. The lost ime rate is detcrmj;led by dividing
the number of days absent as a result of injury by
200,000, a calculation which is roudnely used by North
Amecrican industrics when determining the 1mpact of

safery-related injuries.
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ALBERTA NATURAL GAS COMPANY LTO

MANAGEMENT'S REPORT

The accompanying consolidated financial statenents and &' other information in this Annuai Report have been prepared oy the
management of ANG. Management is responsible far the integnty and ohjectvity of this information. The financial statements have
been prepared in accordance with accounung principles generally accepted in Canada VWhere appropriate. amounts based on
est:mates and juogements are included. Financial infermation througnout this Annual Report 1s consisient with the consolidaled

financial statements

Wianagementi has estaolished and mantains approcnate systems of interral control, with policies and procedures which are
designed 10 meet 115 responsibility for reliable and accurate reporting. These systems of contral include a program of review by
AMNG's internal auditors.

Arthur Andersen & Co are independent augiiors appemted oy the shareholders. For the purposes of determining the nature, tinving
and extent of their audil procedures. the audilors have considered ANG's internal controls. They have audited the consolidated
financial statements ini accordance with generally acceoled auditing standaros so as 10 enable them 1o express an oonion on the

fairness of the financial statements.

Through 115 appointed Audit Committee, the Bbard of Directors oversees the financial reporting crepared by management. The
Audit Commitiee meels reqularly wilh management, the intemal auditors and Arthue Andersen & Co to reviewy auaiting and finan-
cial reporting matters. Internal and external auditors have unrestricled access 1o the Audit Committee and management. The con-

solidated financial statements have oeen approved by the Board of Direclors on the recommendation of (he Audit Committee

[29]



ALBERTA MATURAL GAS COMPANY LTD

AUDITORS REPORT

To the Shareholders of Alberta Natural Gas Company Ltd:

We have audited the consolidated balance sheet of Alberta Natural Gas Company Ltd as at December 31, 1994 and 1993 and the
consolidated statements of income, reinvesied earnings and cash flow for the years then ended. These financial staltements are
the responsibility of the company’s management. Qur responsibility is 1o express an epinion an these financial stalements based

on our audus.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan and per-
form an audit 10 obtain regsonabte assurance whether the tinancial siatements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial

slatement presentation.

In cur opinion, these consolidated financial statements present fairly, in all material respects, the financial position ot the company
as at December 31, 1994 and 1993 and the results of its operations and its cash flow for the years then ended in accorcance with

generally accepted accounting principles.

Calgary, Alberta, Arthur Andersen & Co.
February 3, 1295. Chartered Accountants

[30]



ALBERTA NATURAL GAS COMPANY LTO

CONSOLIDATED STATEMENT OF INCOME

Year ended December 31 [in thousands except earnings per share] r 1994 1993
Reverues o2l - B .| 5 oeen
Expenses
Operating and maintenance 533,233 521,016
Selling, administrative and research 58,547 49,598
Depreciation and amartization 25,081 22,619
Property tares and other cxpenses L e ss | 733
O G 21867 598,026
Operating Income [Note 12 56,606 64,667
Other income [Note 9] M 9,818 13,705
ntorestexpense _. - e e 16397
Income from Continuing Operations befare Income Taxes 48,259 61,975
Income taxes [Note 10] o | Rl SN (16,768] _ (28,577
income from Continuing Operatians 31,491 33,398
Discontinued operations - 790
Extraardinary temNoe1y R - 15,396
NefiCome L 5 i X SR S8 s
Earnings per Share
Continuing operations $ 1.23 $ 1.30
Discontinued operations - 0.03
Bdeordnaryflemvoteytl - RS Rt 060
Netincome $ 1.23 $ 1.93

CONSOLIDATED STATEMENT OFf REINVESTED EARNINGS

Year ended December 31 [in thousands] | 1994 1993
Opening balance
As previously reported $ 90,364 $ 58,239
 Change in accounting policy Note3l - S e N I .
As restated 86,881 54,756
Netincome 31,49 45584
Dividends L SR, 12 SO ISR L2
Closing balance $ 100,897 § 86,881
[31]



ALBERTA NATURAL GAS COMPANY LTO

CONSOLIDATED BALANCE SHEET

December 31 [in thousands) 1994 1993
Assets
Current Assets
Cash and interest-bearing deposits $ 52,120 $ 13,668
Accounts receivable 87,164 115,51
Inventaries [Note 4] 57,7115 57,495
ober 295 o sn
199,314 191,246
Investments [Note 5 39,926 38,532
Property, Plant and Equipment [Note §] 428,230 376,414
SoodwilandOner R 1009 34368
o s oS s a6
Liabilities and Sharehoiders’ Equity
Current Liabilities
Notes payable $ 97,609 8 79,445
Accounts payable and accrued liabilities 90,455 101,968
Ooforedincomotares 1287 1642
200,711 197,839
Long-Term Debt [Note 7) 175,990 170,978
Deferred Income Taxes 67,859 55,967
Gefored Credits o1l 320 s
P G s
Shareholders’ Equity
Common shares [Note 8] 113,816 113,701
Reinvested earnings 100,897 86,881
Foregn exchange adjosiment 0% 3
_______________________________ 2554 21273
$ 685,529 3 640,616

Approved on behalf of the Board of Directors

55 N

John E. Goudie, Director

[32)

John M. Beddome, Director



ALBERTA NATURAL GAS COMPANY LTD

CONSOLIDATED STATEMENT OF CASH FLOW

Year ended December 31 [in thousands] l 1994 1993
Operating Activities
Income from continuing operations $ 31,491 3 33,398
Add non-cash fems ncluded above o) B 25369
Funds from continuing operations 65,461 58,767
Change in non-cash working capital 12,499 [29,385]
Foreign exchange effect on working capital 6,304 1,938
Other L REte i | 17.584]
SRR LT $ B
Discontied Operatcns A i s
Investing Activities
Net property, plant and equipment additions $ 68,608 $ 111,073
Proceeds from sale of assets [Note 8] [12,603] [15,300]
Net investments 8,844 17,599
Extraordinary item [Note 11] [13,218] [13,479]
Sher L R e | 4587
| RO s s
Financing Activities
Dividends $ 17,475 3 17,459
Long-term debt additions - [140,000]
Long-term debt repayments - 140,000
Deferred credits [3.416] |4,068]
Common shares ssuedforcash s ol
o et BT s s
Summary of Cash Provided [Used]
Operating activities $ 89,672 $ 23,736
Discontinued operations - 790
Investing activities [55.440] 195,008]
Financing actitis sl | 12788
20,288 (83,269]
Gash and Cash Eguivalents [Deficiency] [Note 15]
Opeingbalance e 4
Closing balance $ [45,489] $ |65,777]

[33]




ALBERTA NATURAL GAS COMPANY LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1

[Description of the Business]

Alberta Natural Gas Company Ltd [ANG] owns and operates a
natural gas liquids [NGL] and ethane extraction facility near
Cochrane, Alberta. The plant straddies the western Alberta
mainline of the pipeline syslem cperated by NOVA
Corporation of Alberta INOVA]. The purchasers of NGL and
ethane from the Cochrane extracticn plant have agreed to
provide for the recovery of operating expenses, taxes and
capital invested together with a return on the unrecovered

investment.

ANG is engaged in natural gas brokering, gathering and stor-
age. ANG also participates in the marketing of products
derived from natural gas processed at the Cochrane plant.
The gas brokerage operation is managed by the CanStates
Gas Marketing partnership of which ANG owns 67 per cent.
ANG holds acproximately a 20 per cent interest in the
CrossAlta Gas Storage facility near Crossfield, Alberta.

ANGUS Chemical Company [ANGUS), a wholly-owned sub-
sidiary of ANG, cwns and operates chemical production facili-
ties located in the United States and Germany. These facilities
utilize propane and nitric acid as feedstock to produce
nitroparaffing and derivative products which are then market-

ed worldwide.

ANG owns and operates a large-diameter pipeline for the
transportation of natural gas through southeastern British
Columbia. This pipeline links the systems operated by NOVA
and Pacilic Gas Transmission Company [PGT] to move natural
gas trom Alberta to California and the United States Pacific
Naorthwest. ANG helds a 49 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 inte-
gral part of the ANG pipeline system. A major pipeline expan-
sion project in southeastern British Columbia, co-speonsored
by ANG and Foothills South B.C., was completed and com-

menced service on November 1, 1993.

[341]

The pipeline system in southeastern British Columbia is sub-
jact to regulation by the National Energy Board [NEB) pur-
suant 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 transgortation
service. The Foothills South B.C. pipeline is aiso regulated
by the Northern Pipeline Agency pursuant 1o the Northern
Pipeline Acr.

Note 2

[Accounting Policies]

The consolidated financial statements have been preparec
in accordance with accounting principles generally accepted
in Canada. Significant accounting policies are summarized

below:

Basis of Presentation The censolidated financial statements
include the accounts of ANG and all of the accounts of sub-
sidiaries and partnerships over which ANG has control. The
equity method of accecunting is followed for investments

which are less than 50 per cent owned by ANG.

Inventories Inventories are carried at the lower of cosl ang
market value. The fast-in, first-out method is uscd to account
for certain chemical inventories. These inventories would be
$11.4 million higher at Decenber 31, 1894 |§7.1 million at
December 31, 1993] if the first-in, first-oul method had been

used. Average cost is used for most other inventories.

Property, Plant and Equipment Property, plant and equip-
ment is carried at cost, less accumulated depreciation. Cost
includes an allowance for funds used during the construction
of assets that are devoted to cost-of-service arrangements.
The rate used to capitalize this financing cost is the NEB's
accepted rate of return on the rate base ¢r, wnere appropr-
ate, the rate specified in the contract. This return is in¢luded

in income when it is reccrded.




ALBERTA KATURAL GAS COMPANY LTD

Note 2

[continued]

Depreciaticn 1s calculated on a straight-line basis over the
estimated service life of the asset. The overall composite rate
is 2.0 per cent (2.3 per cent in 1923) for extraction, 6.2 per
cent [6.5 per cent in 1893] for chemicals and 4.1 per ¢ent (3.8
per cent in 1933] for pipelines.

Goodwill Goodwill arose on the acquisition of certain sub-
sidiaries and partnerships. It represents the portion of the
purchase price in excess of the fair value of the identifiable
net assels acquired and is amortized on a straight-line basis
over a period of 30 years. The unamortized balance was
$8.6 millicn at December 31, 1994 [$9.0 million at December
31, 1993].

Foreign Currency Translation The accounts of foreign sub-
sidiaries are translated intc Canadian dollars using the bal-
ance sheet date foreign exchange rate for assets and
lizbilities and the average foreign exchange rale during the
year for revenues and expenses. ANG holds a German
mark denominated leng-term bank loan which is designated
as a partial hedge against the German mark currency expc-
sure from a foreign subsidiary. The cumulative effects of
these foreign currency translations are included in the
“Foreign exchange adjustment” component of shareholders’
equity until there is a realized reduction of the net foreign

investment.

Natural Gas Sales Contracts Certain natural gas sales con-
tracts are entered into at fixed prices for up to one year.
Revenues and expenses related ta these contracts are
recorded when deliveries are made. Anticipated future
losses, it any, on specific contracts are charged to income

when identified.

[35)

Income Taxes Income taxes are provided using the tax allo-
cation 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 tax allccation basis been used for this source of
income, there would have been a deferred tax recovery of
$£1.3 million in 1894 [$2.4 million in 1993] on this income, angd
additional deferred income taxes would have been recorded
in the amcunt of $16.3 million to December 31, 1994 [$17.6
millicn 10 December 31, 1893].

Withholding taxes are provided on undistribuied earnings of
foreign subsidiaries if those earnings are deemed not to be

permanently invested.

Note 3

[Change in Accounting Policy]

Certain health care, dental care and life insurance benelfits,
previded to gligible retirees and their dependants, are now
accrued as the benefits are earned by employees [see Note
14]. Previously these costs were recorded when paid by
ANG. This change in accounting policy, which is not material
10 current or any prior year's net income, has been applied
retroactively effective December 31, 1994 and has reduced

the December 31, 1993 reinvested earnings by $3.5 million.

Note 4

[Inventories]

December 31 [in thousands] I 1994 1993

Extraction $ 2,346 $ 2,203

Chemicals 46,657 42,283

Pipeline 7,154 5,865

Other 1,558 7,144
e e s ......... 57715 ‘ ..S . .5;,',4'95'




ALBERTA NATURAL GAS COMPANY LTD

Note 5 Note 6
[Investments] [Property, Plant and Eguipment]
December 31 [in thousands] 1994 1993 December 31 {in thousands) | 1994 1993
Foothills Pipe Lines Cost
[South B.C.] Lid. $ 20,476 8 25117
CrossAlta Gas Storage Extraction $ 207249 | £ 153,661
jcint venture 16,372 _ Chemicals 219,425 184,436
Foathills Pipe Lines Pipeline 220,520 210,756
[Yukon] Ltd, 2,354 2420 Under construction 9,694 24,109
Amoco Centre joint venture - 6,092 Other 6,482 6,039
St. Clair Underground o 653,370 ) 579'601'
Starage partnership L 3518 Lo L e s A
Other o 685 Accumulated depreciation
$ 3936 | 5 385% Extraction 81,768 71,531
Chemicals 81,960 59,956
Foothills South B.C. has a $90.0 million bank line of credit to
provide interim financing for its pertion of the pipeline expan- Pipeline S 63,102
sicn project in southeastern British Columbia. This line was Other ”89 |932
drawn to $83.7 million as at Decemnber 31, 1994, ANG has 235140 202,527
guaranteed 49 per cent of any cutslanding loan balance. The $ 428,230 3 376.474

guarantee will terminate upon replacement of the interim
financing with long-term debt, which management anticipates

will ocour in 19395,

ANG acquired its interest in the CrossAlla Gas Storage joint
venture during 1994. Also in 1994, ANG scld its interest in the
Amocc Centre joint venture and the St Clair Underground
Storage partnership. Net proceeds from the sale of these

investments were $12.6 million.

[36]
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ALBERTA NATURAL GAS COMPANY LTD

Note 7

[Long-Term Debt]

December 31 [in thousands] Interest rate [%]) Due date 1994 1993
Debentures 8.40 2003 $ 110,000 $ 110,000
Notas [US $25 million] 6.56 1997 to 2003 35,070 33,100
Bonds [US $13 miilign] 6.75 1998 10 2008 18,246 17,223
Bank loan {DM 14 million] 175 1938 12,674 10,655

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 $12.7 million in 19986, $5.0 million in 1997 and
$£.2 million in each of 1898 and 1998. Interest on leng-term
debt was $13.7 million in 1994 [$9.0 million in 1993).

(37]

Note 8
[Common Shares]
The authorized share capital consists of an unlimited number

of preference shares and an unlimited number of common

shares.
Year ended December 31 1994 1993
Number of common shares

issued and fully paid:
Opening balance 25,697,508 25,654,365
Issued for cash 1,670 43,143
Closing balance B -+ ! 2705178 | 25697508
Amount [in thausands]:
Opening halance $ M3m | $ 113,099
Issued for cash 115 602
Closing balance s§ mgs | s n3

ANG has reserved commeon shares for issuance under a
senior management stock option plan. At December 31,
1994, options for 572,333 shares were outstanding [339,903
at December 31, 1993]. The options are exercisable for cash
at prices ranging from $13.38 tc $17.38 per share during
specified periods that expire no later than 10 years from the

grant date.



ALBERTA NATURAL GAS COMPANY LTO

Note 9
[Other income]
Year ended December 31 [in thousands] 1994 1993
Gain on sale of assels $ 1161 $ 5,157
Allowarce for funds used
during construction 1,948 4,204
Equity iIncame 4241 3729
Mher 2468 615
' o S 9B | $13705

The “Gain on sale of assets” in 1994 relates 1o the disposi-
tion of certain investments [see Note 5]. Net proceeds of
$16.3 millicn from the sale of ANG's Peace River natural gas
pipeline resulted in a gain of $5.2 million in 1993.

Note 10

IIncome Tax Rate]

The provision tor income 1axes varies from the amount deter-
mined by applying the combined statutory Canadian federal
and provincial income tax rates to “Income from Continuing
Operations before 'ncome Taxes.” The following is a reconcil-

iation of the combined statutory rates to the effective income

tax rate:
Year ended Decamber 31 1994 1993
Statutory incame tax rates 44.0% 44.0%

Effect of the taxes payable

methaod for cost-of-

service arrangements [3.9] [0.1]
Effect of foreign tax rates [5.61 [3.4]
Nen-deductible expenses 0.7 37
Dther [0.4] 1.9
Effective income taxrate ~ 348% |  46.1%

[38]

Note 11

[Litigation Settlement]

Following the May 1, 1991 explosion at the Sterlinglon,
Louisiana nitroparaffins plant, ANGUS entered into a settle-
ment agreement with the former plant operator. The agree-
ment, signed in 1993, entitled ANGUS to US $35 million plus
interest over a three-year period. ANGUS received US §16
million by December 31, 19383, The remaining balance of US
$20 millicn was received in 1994, The net setllement [CON
$44.4 miilion] was recorded in 1993 as an extraordinary item
of CDN $31.8 milticn |$15.4 million net of taxes and other
expenses] and income from continuing operations of CON
$12.6 millicn [$7.0 million after tax or $0.27 per share). The
collection of $268.7 million [the $31.8 million less related cash
expenses| is reported as an extraordinary item on the
"Consolidated Statement of Cash Flow” for 1984 and 1993
[$13.2 millicn and $13.5 million respectively).
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Note 12

iSegmented tnformation]

Financial information by industry segrient

ALBERTA NATURAL GAS COMPANY LTD

Marketing Eliminations
and and Corporate

[in thousands) Extraction Services Chemicals Pipeline ltems Total
1994
Revenues $ 162710 | $ 2855631 | $ 166,801 69,245 | § [5954]1] $ 678.473"
Depreciation and amortization 4273 - 13,623 6,699 536 25,081
Operating income 21,489 10,189 17,910 15,629 [8.611] 56,606
Identifiabte assets 153,493 27,943 ... 271,796 192,885 33,452 685,529
Net property, plant and

equipment additions 40,810 3.077 13,530 10,128 1,043 68,608
T } Y i ey | bt o e, O R o W il | 1 ot
Revenues 148,591 345,229 133,492 35,856 [1.475] 662,693~
Depreciation and amortization 3415 3,973 12,068 3,163 - 22,619
QOperating income 24,447 13,204 26,363 9,196 [8.543] 64,667
Identifiable assets 135,172 41,302 248717 200,742 14,683 640,616
Net property, plant and

equipment additions 16,237 25 12415 77,966 4,430 111,072
Financial information by geographic segment
linthousancs) ﬁ Canada Forgign Total
1994
Revenues $ 505788 $ 172,685 $ 678473*
Operating income 382714 18,332 56,606
Identifiable assets 391,486 294,043 685,529
]993 .................................................................................................................................... Rt em e S e R BT O M R el
Revenues 494,380 168,313 662,693
Operating income 38,606 26,061 64,667
Identifiable assets 379,050 261,566 640,616

" Sales lo three customers account for 41.9 per cent [47.5 per cent in 1993] of these revenues.

[39]




ALBERTA NATURAL GAS COMPANY LTD

Note 13

[Related Party Transactions]

TransCanada PipeLines Limited owns 49.9 per cent of ANG.
In the normal course of its business. ANG enters Inle transac-
tions with related parties which reflect orevailing market con-
ditions. These transactions include revenues [$16.5 million in
1984 and $5.1 million in 1993] and expenses [$77.7 million in
1994 and $48.6 million in 1893] for the transportation of nat
ural gas. The net amount due to related parties was $5.1 mii-
lion at December 37, 1994 and 1993.

ANG acted as the agent for Foothills Scuth B.C. in performing
construction management services for the 1993 pipeline
expansion. In that capacity, ANG recovered costs from
Foothills South B.C. of approximately $100 million.

Note 14

[Post Employment Benefit Plans]

Substantially all of ANG's employees particicate in defined ben-
efit pension plans. Other post empleyment benefits are also
orovided [sce Note 3j. At December 31, 1994, the actuarial
present value of these accumulated benefits was $32.7 million
and the fair value of the fungding assets was $24.3 million.
Unfunded pension and related post empleyment obligations

are recorded as “"Deferred credits” on the balance sheet.

Note 15

[Consclidated Statement of Cash Flow]

"Cash and Cash Equivalents |Deficiencyl” is defined to
include interest-bearing deposits and is net of noles payable
included in current liabilities. Non-cash items included in

“Income from continuing operations” consist of the following:

Year ended December 31 [in thausands) r 1994 1993
Depreciation and amortization $ 25,081 S 22619
Deferred income taxes 10,543 9,600
Gain on sale of assets [1,161] [5,157]
Equity income net of cash received [952] [2,233]
Other 459 540

[40]

Note 16

[Contingencies and Commitments]

ANG has received reassessment notices for additional taxes
and interest pertaining to the 1985 to 1989 taxation vears.
ANG disagrees with these reassessments and notices of
objection have been filed. Legal counsel has advised that
there are subslantial argurnents to support ANG's postion,
however, the ultimate culcome of the objection is not deter-
minable at this time. Meanwhile, taxes and interest have
been prepaid in order to aveid further assessment of nen-
deductible interest. If ANG's notices of objection are upheld,
this amount, plus intsrest, will be refunded. Should the tax
assessments be upheld, approximately $8.0 million lincluding
a deferred tax adjustment of $4.4 million] would be charged

directly to reinvestad earnings.

Numerous claims have been made by third parties against
ANGUS as & result of the Sterlington fire and explosion.
Many of these claims have been settled. The outcome of out-
standing claims is unknown, however, their ultimate impact
on these consclidated financial statements is not expected to
be material as management believes insurance adequately

covers the risk of material exposure.

The CanStates Gas Marketing partnership has entereg into
long-terrn and short-term agreements for the purchase and
sale of natural gas. The agreements specifically provide for
the recovery of virtually all transportaticn costs from its cus-
tomers. As a result, CanStates has entered into agreements
providing for pipeline transportation capacity. Approximately
90 per cent of these transportation commitments are also
directly guaranteed by one customer of CanStates. Amounts
committed for transportation in the next five years are
approximately $48 million per annum. The commitments sub-

seauent 1o 1999 aggregate approximately $175 million.

Building lease commitments in each of the next five yvears
are approximately 33 million. The commitments subsequent

to 1989 aggregate approximately $28 million,
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ALBERTA NATURAL GAS COMPANY LTD

FIVE YEAR SUMMARY

[in thousands of dollars except share dala and other statistics] 1994 1993 1992 1991 1990
Cperations
Revenues 678,473 662,693 521,813 467,556 346,683
Operating income 56,606 64,667 47,918 44,663 60,144
income from continuing operations 3149 33,398 17,799 15,659 29,921
Netincome [loss] 43,584 17,905 |44,620] 25,728
Towlassets 540,616 509272 241,919 439966
Capitalization ' ' ' '
Short-term debt 97,609 79,445 22,009 49,879 6,044
Lang-term debt, including current portion 175,990 170,978 167,523 195,287 175,595"
Sharehalders” equity 225,649 204,273t 165,9331 101,909t 165,0451
Tatal capitalization 499,248 454,696 355,525 347,075 346,684
bt flag T e e g . ‘ : . . .
Funds from continuing cperations 65,461 58,767 40,837 38,020 57,410
Net property, plant and equipment additions 68,608 111,073 85,409 78,519 11,070
Netiong-term debt additions [repayments] - 4,068 {28,758] 198,022 88,558
Commen shares issued [purchased] 115 602 59,277 [3,668] [2,263]
Oividends paid 17,415 17,459 15,066 14,273 14,470
Share dons e e . BRI | . R
Earnings per share
Continuing operations s 1.23 $ 1.30 $ 0.82 3 0.74 $ 1.4
Netincome [loss] S 123 $ 1.93 3 0.82 $ [2.12] $ 1.21
Funds from continuing operations per share $ 255 3 229 3 1.87 $ 1.81 3 270
Dividends paid per share $ 0.68 $ 0.68 $ 0.68 $ 0.68 8 0.68
Qutstanding shares in thousands
—year end 25,705 25,698 25,654 20,990 21,233
—average 25,698 25,672 21,831 21,021 21,284
Shareholders’ equity per share at year end $ 8.78 3 7951 | § 6.47t | § 4861 | & 17T
TSE market price per share
—high H 17.63 18.50 16.00 17.25 19.50
—low $ 13.25 14,50 12.00 12.38 11.50
—close 15.25 16.50 15.75% 13.88 12.88
Diher statistics :
Return on average shareholders’ equityt 14.65% 18.04% 13.29% 11.73% 19.04%
Return on average capital employeds 9.09% 10.43% 8.03% 1.7%% 12.58%
Oividend yield on year-end market price 4.46% 4.12% 4.32% 4.90% 5.28%
Debt to debt plus equity ratio 54.8% 55.1% 53.3% 70.6% 52.4%
Interest coverage ratiot 3.66 4.80 2N 2.38 4.00

Restated to exclude deferred credits.

! Based onincome from continuing operatiens.

[41]

Restated for pest employment benetit costs other than pensions due te a change in accounting policy.
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Alberia, Montreal, Torento and Vancouver
stock exchanges, and trade under the sytubol
ANG.

Transfer Agent and Registrar

Montreal Trust Company, Calgary, Montreal,

Regina, Toronto, Yancouver, Winnipeg.

Notice of change of address should be sent 10
the Transfer Agent.

Direct Deposit Service

Sharcholders of ANG may elect o have their
dividends deposited directly inte the bank
account of their cheice by advising Mentreal
Trust Company.

Auditors
Arthur Andersen & Co,

Chartered Accountants
Calgary Alberta.

This Annual I epore provides informatien
to assist in understanding, ANG's businesses,
us operations and the ininatves that are being
taken to improve the Corporation’s
competitive position.

Further information on the Corporation is
contained in the Annual Infoermation Form
(AIF}, a document prepared pursuant to
regulatory guidelines. For copies of the AIF
or addiional copies of the Annual Repert,
please write to:

The Comporate Seeretary
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2900, 240 - Fourth Avenue S.W.

Calgary, Albera T2P 417
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Abbreviations

ANG
ANGUS
B.C. Pipcline System

Foothills South B.C.
Bef

Mbbl

MMl

NEB

NGL

NOVA

PGT

Conversion Table

Alberta Natural Gas Company Lid
ANGUS Chemical Company
Pipeline and the pipeline owned by
Foorthills South B.C.

Foothills Pipe Lines (South B.C.) Ltd.
Billion cubic fect

Thousands of barrels

Million cubic feet

National Encrgy Board

Natural gas hiquids

NOWVA Corporation of Alberta

Pacific Gas Transmission Company

The conversion factors set out below provide approximate conversions.

To convert from Metric to Iinperial, inuldply by the factor indicated.

To convert from Imperial to Metric, divide by the factor indicated.

Merric

kilometres
megawatts

million cubic metres

cubic metres {liquid)

Imperial Factor
horsepower 1340
million cubic fect 353
harrels 6.29
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The cover and narrative section of this report
contain 10% post-consumer wasle.

The financial section of this report containg
60% recycled fiber including 20% post-
CONSUMer waste.
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