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C O R P O R A T E  P R O F I L E  

Alberta Natural Gas  Company Ltd [ A N G ]  is a Calgary-based corporation operating in Canada and, through its various subsidiaries 

and afiliates, in the United States, Europe, Asia and Latin America. A N G ' s  businesses comprise natural gas processing, marketing 

and services, specialty chemicali and naturalgas transportation. 

ANG began over 30 years ago as a transporter ofnaturalgax to markets in Cal$ornia. T h e  businessgrew through the development of 

extraction facilities for natural gas liquids and ethane at Cockrane, Alberta. This was the catalystfor A N G ' s  involvement in NGL 

and naturalgas marketing in Canada and the United States. 

In 1982, ANG diwers$ed its asiet base and added A N G U S  Chemical Company [ A N G U S ]  to its portfolio ujbuiinesies. A N G U S  

is the world's foremost producer and marketer oj nitroparafins and nitroparafin derivatives. A N G U S '  technology adds value to 

industrial and consumer products rangingfrom pharmaceuticals to latex paints. Its scope is global, the end products diverre. 

ANG is listed on the Toronto, Montreal, Vancouver and Alberta stock exchanges and trades under the symbol "ANG". 

H I G H L I G H T S  

[Operating] 

Income from base operations up 20 per cent 

Pipeline system throughput increased 38 per cent 

Two new products conlmercialized by ANGUS 

[Investingl 

Cochrane extraction plant recommissioning 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 

[Other] 

ANGUS' Sterlington plant granted I S 0  9002 certification 

Canstates received NEB approval to export an additional 44.5 MMcf/d of natural gas 

New strategic initiative approved by ANG's Board 



[in thousands exceDt oer share data1 

F I N A N C I A L  H I G H L I G H T S  

Revenues 

Income from continuing operations 

Net income 

Net property, plant and equipment additions 

Total assets [year end1 

Shareholders' equity [year end] 

Average number of shares outstanding 

Earnings per share 

Continuing operations 

Net income 

Dividends paid per share 

Shareholders' equity per share [year end] 

Toronto Stock Exchange market price per share [year end1 

Dividend yield [percent on year end market price] I 4.12 

Includes an after-tax litigation senlement of$7.0 million ($0.27 per share). 

t Restated far past employment benefit costs otherthan pensions dueto a change in accounting policy 

C o n t r i b u t i o n  to O p e r a t i n g  I n c o m e  
1994 

A s s e t  Mix 
DetembarBi. 1994 



Revenues 
I m i o n i  of dollaril 

Total Assets 
Im~ l l on io fdo l l a~s l  

Earnings Per Share From Continuing Operations 
I d o a r i l  

0 25 . . . . . . . .  . . . . .  
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Throughout 1994 ANG continued to concentrate on  Investments in new field gathering systems and gas 

strengthening its core businesses. We acted decisively to processing facilities 

improve our organization, sell non-core assets, bring on . Developing n e w  markets and transportat ion 

new products and make major investments in the opportunitics for ethane production 

chemical, extraction and pipeline facilities. These actions 
In addi t ion .  A N G  is vu r su ins  t w o  electrical - 

were major contributing factors to achieving a 20 per cent 
cogeneration projects associated with it? existing facilities 

increase in income from base operations during 1994. 
in southeastern British Columbia. The ANGUS stratem -. 

During this proccss, the balance sheet 
wil l  be  to  cxpand its position o n  a 

was strengthened to give ANG a strong 
worldwide basis as the foremost producer 

capital base to support future growth. 
and marketer  o f  nitroparaffin-bascd 

In specialty chemicals. T h c  acquisition of 

addition to achieving improved operat- product linc extensions will form part of 

ing performance in 1994, ANG exam- this strategy. 

ined several strategic options directed at 
All of these strategic initiatives evolvc 

maintaining recent momentum of asset 
from our existing core businesses. ANG 

growth and profitability. Key criteria in 
will build in new directions from what it 

thc selection process is the ability to pro- 
does best. 

vide significant investnient opportunity 

and leverage ANG's existing 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 opportunities in field gathering, processing, trans- 

portation and marketins services. 

This new strategc thrust into the mid stream sector was 

launched in 1994 with ANG's participation in the 

CrossAlta gas storage projec t .  W e  expanded o u r  

presence in this sector by constructing a gathering system 

which feeds thc Cochrane extraction plant. Other m d  

stream investments are also being investigated. These 

include: 

Acquisitions of existing gas processing facilities 

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 

s t rong base by wh ich  A N G  can carry o u t  these 

initiatives, as do  ANGUS' strengths in research and 

developmcnt, marketing and manutlcturing. 

The  recommissioning and complete 

modernization o f  previously idled facilities at thc 

Cochrane extraction plant was completed and in service 

November 1, 1994 at a cost of S53 milhon. Thc project, 

which added 900 MMcf/d of natural gas processing 

capacity for the extraction of NGL, was conipleted on 

schedulc and under budget. Total design capacity of the 



Cochranr plant is now 2,200 MMcf/d, whilr thr NGL 

producrion capability is in cxcrss of 20 Mbbldd.  By 

yrar-end, full capacity unl~raoon had bern achieved. 

A gas gathcnng system was completed to direcrly supply 

10 MMcf/d of natural gas to the Cochrane plant from 

the Bottrcl and Wildcat Hills areas. The  systcm was 

dcrigncd to facilitate expansion of  deliverability t o  

20 MMcf7d. This successful project was our first iniriative 

in ticld gxhcring. An expansion is aiready underway. 

Phasc I of the Cros5Alta gas storagc project, in which 

AN(; has 3n approximate 20 per cent  interest, was 

completcd in Novrmbcr 1994. Thls facdity, located 

ncar Crositidd, Albzrra, has storagc capaciv of 40 Bcf 

and pcak day in j rcnon o r  w~rhdrawa l  capacity of  

500 MMcf/d and is fully contracrrd fix varying rrrins. 

In Novcmbcr, CanStates Gas Marketing mas granred 

15-?car liccnics to cxporr a total of 44.5 MMcf/d ar 

Kingsgate, British Columbia. The  natural gas will be 

used to fuel a proposed consbincd cycle electricity 

generating plant at Hemiston, Oregon. 

ANGUS bcnrfitcd from expanded markets worldwide 

due to a combination of global markzt pcnrtration and 

the  i n t r o d u c t ~ o n  of  new products .  l iesearch  and 

drvclopment efforts r e d r e d  in the introduction of two 

nrw products, wlth a furrhrr thrrr in vxrious stager of 

d r v r l o p m e n t  t o  b r  i n t roduc id  m 19'15. A N G U S  

contlnurs to pursoz markrtr which have rubstanrial 

upiidr, particularly Asia, thr Pacific Kim, Europe and 

Larin Arncrica. 

W e  are particularly proud of the facr that, in early 1995, 

A N G U S '  Strr l ington Planr earned rhc prrstlgious 

I S 0  9002 certification. I S 0  9002 is one of a serirs of 

five quality assurance srandards coordinarrd by rhc 

International Orgamzation for Standardization [ISO]. 

Thls crrrificanon repre~rnts  worldw~dz rrcognir~on of 

t h r  hlgh standards of  rnanagrment practlccs u-hlch 

ensure product quahty 

As mentioned A N G  is pursuing two  cogcnrrat ion 

p r o j ~ " ~  located in British Columbia. The Company is 

preparing to submit proposals for both  projects in  

response ro a December 1994 reqursr to supply power 

to BC Hydro. A short list of suppliers is expected to bc 

issued by B C  Hydro in mid-1995. 

T h e  successful pipeline expansion,  completed in 

Novcnibcr 1993,  opcratcd at higher volunics than 

expected in 1994 and contributed to ANG's m o n g  

financial performance.  W e  anticipate that further  

opportunitie~ for expansion will arisc in I096 or 19'17. 

In Febmary, ANG completed the sale of its NGL and 

crude oil brokerage business for $9 million, including 

$5 ~nillmn ln working capml. 

I n  Dcccmbcr ,  thc  salc o f  the  Amoco Ccn t r c  war 

concluded at a price of S'15.5 million. ANG received 

$8.5 million in net cash proceeds for its SO per cent 

intere\t, aftcr repayment of project financing. This salc 

markrd the successful conclusion of a long rrstrucruring 

process involving this non-core asset. 

[Financial Review] O u r  financial results for 1994 con- 

tinued to improve, benefiting iron1 strong performances 

in the pipeline and chemical operations. 

In 1994, income fron, continuing operations increased 

by 20 per cent to $31.5 million, a? compared to $26.4 

million [before including after-tax income of  $7.0 

mil l ion f rom the  A N G U S  li t igat ion set t lement]  

Earnings per share from continuing opcrations increased 

to $1.23 per share in 1994, from $1.03 [excluding the 

ANGUS litigation settlement]. Funds from continuing 



ANG's fin.inclnl succcs, and hvoumblc outlook e,~rncd 

thr Company nn upgladc on i ts  long-tcrm dcbt r:~ring 

tion) the i h a d i i n  Bond llltilig Scrwcc to A[lo\v] from 

H++lhlgh]. This further cnliancc\ ANG's accex to thc 

ANG's capital h ~ s c  is htrong. Our  c a p ~ ~ t y  fbr illturc 

invcitmcnt is suhrrantial. 

[ O u t l o o k ]  T h r  fu ru l r  1% cxcit ing for  A N G .  T h c  

<:onipany lhas hot11 opportunity and focus a n d  mill grou- 

unng cxisting strrligtlrs. In thc conqxtitn~f rl~rnl-onmint 

fxccd hy rll bus~ncsscs roday, ANG rucog~iizcs tli.~t it 

mmt continur to evolve in order to anticipate nnd mcct 

thc challcngcc of the fiitul-c and ctrsut-c contmncd succcss. 

AN(; has thc disclplmc to adlrerc to what it dopi well. 

and thr ability to finance growth. The  opportunitic\ 

r i o \ ~  bcinx devclopcd within the inid\trcnm rector d t h ~  

nntor:~l  gas bus~ncss  will cnahlc AN( ;  to a r h i c r r  

continued profitable gro\vth. Wc are confident in our 

nhillty to amin this objectwr and wr look fbrwrrd to 

tclllng you of oar succcsws in 1 3 %  and hcyond. 

[ C o r p o r a t e  Responsibi l i ty1 ANG and ANGUS invc5t 

in thr contit~ucd dwclopn~cnt  of rhr i o n i n ~ u ~ i ~ t i c s  in 

wh~ch  thcy oprratr. Contributions arc midc to olg3nI- 

a n o n 5  tint piomotc hcalth. n-elhlc mid duc.itiun, a s  

well 2s ~ t h l ~ t l c .  C ~ V ~ C  :md cultu~al artivltl~s. 

Thc  cfforrs of 311 c n ~ p l o ~ c r s  havr hclpcd \trrngthcll 

AN(;'s businc\r base through focus and dlsciplinc. T h c ~ r  

drdicarion and crcaovity l ~ i v c  bccl, instrumental in tlic 

p r o p a \  ;~cbicued. Wu nic proud of rhc strong tcmr t h t  

wc havc built :it ANG which is committed to cnruiing 

thc co~lrinucd \ucc rss  of the Conipan)-. Wc .~ rc  dl\o 

co~ifidcnr in our employcei' :ib~lity to imploncnt thu ncw 

stl-atrgic lnitiatlvc focuiilng on thc mdstremi~ businrss. 

To borrow ti-om thc Olynplc motto. AN(; mivcs to 

move fistcr, hisher a n d  stronger. 

Jolm M. Hcddomr 

I'riiidrrii and Ci~i~fL3m11tivr CItfic~~. 



Income Summary 

[in thousands1 

Extraction 

Marketing and services 

ANGUS Chemical 

Base operations 

Non-recurring item 

Pipeline 

Corporate expenses 

Other income 

Interest expense 

Provision for income taxes 

Discontinued operations 

E x t r a o r d i n a ~  item 

Net  income 

lncludes$12.6 million pertaining to a successful litigation senlement. 

t lncludes$7.0 million after tax [$l2.6 miilion pre tax] pertaining to a successful litigation settlement 

Continuing Operations 

Nan-recurring ltem 

lncome from contlnulno ooeratlons 

Earnings per Share 

Continuing operations 

Base operations 

Non-recurring item 
. . . . . . . . . . . . . .  

Dlscontlnued operattons 

E x t r a o r d l n a ~  ltem 

Net income 



ANG continues to record 

strong growth in financial performance from base opera- 

tions. Income from continuing operations increased to 

831.5 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 hrigation settlement]. 

Net income for 1994 was $31.5 million, compared to 

$49.6 million in 1993. Eamings per share were $1.23, 

versus $1.93 in 1993. The 1993 results indude $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 offset 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. 

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 dollar. 

Operating income from the pipeline business 

showed an increase of 70 per cent over 1993, to $15.6 

nullion 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 865.5 d i o n  

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. 





i n g  f ~ c i l i t i c \ .  ' r h c  1reco111- 
The Cochrane Extraction Plant, 

i i  . tddcd ')oil 

North America's second largest such M M r f / d  of. p r o c e s s i n g  
facility, extracts NGL, ethane i a p : ~ c i t ! ,  h i ~ ~ > ~ g ~ i i g  t i le  

and CO, from natural gas. tot.ll t u  2,21111 MMcf /L  

Co~ltr. icrual al-rangcnlcnts 

.I,-c 11, plaoc to proccs, virtu;illy ,111 of tltc natul-'11 



Extraction Operating Income 
I m l o n r  ofdolars l  

NGL Production 
IMbbli/dl 

90 91 92 33 W 

Ethane Production 
lMbbIsldl 



Production of NGL awl-aged 21.6 Mbbldd in 1994, 

compared wit11 18.9 Mbbls/d in 1993, 311 increase of 

14 per cmt.  T h c  incrcasc in production was dur to tire 

complrrion of thc rccon~miss ioncd f i ~ c ~ l ~ t y  which 

~ncl-c;isud total NCL production capaclry by ovcr 40 per 

cent to 26.0 Mbbldd. All of this product is sold ut~dcr 

long-trrm contracts tlcd to market pnccr in a . t c rn  

( h a d l  2nd the Unitrd States. 

Ethanr production in I904  averaged 34.1 Mbbl\ /d,  

conipli-cd to 42.1 Mbbl4d in 1993. Most ofrlrc ethane 

produced a t  the facility i s  sold undcr a long-term 

:igrcen,cnt a \  feedstock for cthylvnc prodilction in 

Albrrti. This agreement will bc rrncgotiatrd by 1998. 

i ., 1 ,  .J I I \ Ipr d l  I .  I ,., Expendituris on proprrty, 

plant and rqulpment for thc extraction bunncss totalled 

$41 milhon in 1994, compared with 516 mllhon in 

1993. Of- thebe amounts, $39 million was spent on rhr 

rccornlnis<ion~ng project in 1994 and S 1 1  million in 

9 1 3 .  Air additional So3 milhon relating to  t h i  

rccommis\ioncd ficilitics was dlrbursrd during thr t i n t  

cluartcr of 1'195. A further $3 million i \  budgctcd for  

sustammg capiral rxpcnditorei in l 995. 

I I I .i, t I . i  Opcl-.~t~ng incomc froln the crtt-action bus,- 

nris was $21 5 n~ilhon, ,IT compared to $24.5 mlllon in 

1903, ma~n ly  due to a lo\ver c.~pital h s c .  ANG ha\  

dlvel-shed thc rirk assoc~atcd with fi-edstock wpply by 

contracting with morr sh~ppcrs and producrrc. 

0 I .  AN<; is currently in a strong position whcrc- 

by its NGI. and most of itc crhanc produmon i r  com- 

mitted to markets. G ~ v c n  currcnt ctlianc 

market conditionr in Nortll America, AN(; bclirvcc that 

thcrr arc opportun,tics to fr~rthcr expand thlr burincss in 

tcrmi o f  production, assrts and markct' served. This 

would bcnctit AN<;'s strategic pos~tion with rcspect to 

contracting for gar wpply and extractiot~ ~nghts. 



M A R K E T I N G  A N D  S E R V I C E S  

. . I . . I  1 . .  .,.I., A N G  itrvcstcd $16 m~ll ion for 

an approximate 20 pcr cent interest in the CI-ossAlta nat- 

ural g.n 5toragc projcct locatrd n ra r  Ct-o\sficld, Alberm. 

T h c  firilin. IS a joint venturc butwran Amoco, a\ opcl-n- 

tor, TranKanada I'ipiLincs a n d  ANG.  T h e  CrossAlta 

g,v sroi-ngr pl-ojrct \ u s  fonnrd to  pruvldr co~npetitircly 

pricrd natunl gas storagc and hub inanagcmcnt scrviccs. 

T h r  fiicility ha5 a pcak &i)- drsign injection 0 1  \vithdmxv- 

nl cap:ic,p of 500 MMcf/d and 10 Bcf of\toragc capaci- 

ty. An cxpansion o f  the  facdity is being cvaluatcd 

~ i h i c l i  w-odd incrcarc pmk design injrotion o r  \virI~- 

drawal capacity to 1,300 MMcf/d and storage capacity 

to X i )  Bcf. T h c  Albcl-ta Encrg :  Rrsourccs Conscrvat~on 

Board has gr.lntrd a comn~ercial license to th r  project 

for '3 term o f  25 ?cars. T h c  license alloxvs for incrc- 

m r n r ~ l  rxpansion of  thc facilitici without  \ub~ni t t ing  

furthcr applicat~ons. 

. . a ,  > . I  I .  I :  During 1994, CanStatrs 

Gas Mxkcting ICmStatcs], a parmcrrhip , t r  which AN(; 

I I ~ F  3 67 p r r  ccni ~ n t c r ~ s t ,  clitcrcd into long-tc1.111 g:as 

conrr:icts to  iupply a cogcnrrat lon plant in the US 

Pacific Northwest. (:atrStatc\ rccclvrd NEB appn~val  in 

Novcn~ber  1'194 to cxport thc 44.5 MMcf/d with dcliv- 

cricr expected to commencc in imd-l'J9h. Thrsc new 

contracts augment the 12.5 MMcf/d of long-tenn rupol-t 

contracts hcld bv (:anSratcs. 





ANGUS, our US-based specialty chemical 

products manufacturer, is a key element in 

ANG's long-term growth strategy. 

ANGUS is the world's foremost producer 

of nitroparaffin-based specialty 

chemical products. 

r c rm g r o w t l ~  , r r , ~ ~ c g > .  

AU(;US ~ 1 1  pol-suc product 

llnc cxtc~~,ion, 0 1  bu\incsscs 

ul,i<.l, ; ~ ~ t g ~ t ~ c n t  it ,  ~ ~ u r r c n t  

t f i  tc~111101"g).. 

This. t v ~ c r h c ~  \\.it11 .I iunrln- 

L I C ~  col lccl l r rat lon a n  

I.CW.IIKII ,111d d c v c l o ~ ~ ~ ~ ~ w t  u f  

nciv p~odurts alld rhc dcbcl- 

o p ~ ~ l c l ~ t  OF I > C V  ~ n . i l k ~ t \  ihl. 
. . 

cxctlng p r d ~ c t s .  15 ~ x p ~ i t c d  

to plovidc long-rcl-111 proi- 

iL,hlc ~ r o u  tl,. 

p.wt of it, lung-tcrm rtr-nt- 

cgy to dcvclop nmop:~rrffiin- 

h:iscd product'.  AN( ;US 

malnra ln i  n d ~ s c ~ p i ~ n c  ol 

ipclrdlng : ipprosnna~cl~ f"ul~ 

p r r > d u i r i  p o s ~ t ~ o n s  A N G U S  i, i \ .uorabl) without p c ~  c c ~ ~ t  f I r c v c n u i .  on , t i  i . ~ i ~ d l . ~ h  slid 

rlcpcndcncc on 311). o n c  1roduct 0 1  i ~ i s t ~ m c r .  Furthcr. I[ dcvclopl~,c~>t. 



Nitroparatfins a id  rhuir d e n ~ a t ~ v e i  art. produced at the 

Stcl-lingrun plant. w l ~ i l c  rhc p lmr  i n  ibbenbocrcn,  

Gcnn:my rxclurivcly manufirtorrs derivativr products. 

In lCJ94, the basic nitroparaffins plant opcrared at two- 

tturdi of i r i  'XI n ~ ~ l l ~ o n  pound c a p a n - .  In 1991, X O  per 

ccnr of  t hc  b ~ s l c i  p roduced w c r c  uscd <or tlic 

producrlon of dcnvarwer. 

I1994 Highlights] I' , i d ,  , ANGUS'  nr\\ product 

dcvrlopnicnr process scrcl-ns thc market potcntlal, trcli- 

nicd fit and uvcl-all economic returns, allowing the dcdi- 

canon of rriourccs to only tliow products that have a 

high pl-obabdlry nf commcrc,;rl succrsr .  New product 

dcvclopmcnt ir contmung to xenrratc widcsp~xad inter- 

mt in scvcral markct segment\. Four new product5 were 

introduced in 1'991 2nd two n c r e  introduced in 1094. 

Zoldinee ZT-55, which war intl-oducid in latc 19'93 as 

a \prcialty additivc for the adhesivr industry, dcmon- 

stratcd strong growth in 11)94 hccauw of its combined 

hcnrtits of improvcd proprrtrc< :and rcdoction in worker 

expmnri: to hazardous chrm~cals. 

Zold lnc@ RD-20 r r a c r i i c  d i lucnt  and ZoldincR' 

MS-PLUS moistul-r scarcngcr, introduced in 1994, arc 

two 11c\v products developed by ANGUS targeting thr 

u r c t h ; ~ ~ i c  industrial coatings niirkct. T11r$c products 

rcplcwit a nc \ \  clas of compounds for AN(;US whlch 

cnablc h rn iu l a to r~  to dramancally lowrr thr vo1:~tilr 

o r g m ~ c  conipound level of thcsc coatings and improur 

their surface appenancc and durability. Zoldin& RD- 

20 replaces so l \vn t~  used in urrtlunc coatings. Unlikr 

solvents, lhowcvcr, i t  reacts \vlthin the coat ins  to 

bccomc a part of the final product. As a result, it docs 

not cvapol-ate into tlic atniosphsrc and contributc to 

pour mr  quality as colvcnrs do.  Zoldinea MS-PLUS 

~remo\-cs inoirturc from thcsc s:mr coatings, prrvrnting 

nn unwanted chcmical i-caction thut wonld othri-wise 

crcatc bobhlcs, pinholes, hazing and reduced glosr in thc 

final product. Both ncw product\ rnablc manufacturcrs 

to dcvclop high pi-rforn~ancc urrthanr coatings which 

di-liver thc top quality customcry txp rc t  and meet 

~ncrrasitrgly strm crrvironmrntal rcgulatlons. 

A N G U S  hni thrcc  n c w  product5 \ chcdu l rd  for  

commercial introduction in  199.5. Thc  production 

processes fos thcsc products were piloted in 1994 and 

arc no,,, 111 cornmcrcial product ion .  scale-up and 

customcr trials. A number  of  o ther  ncxv products 

continue in various stages of drvcloptncnt, many in 

partnerships with AN(;US customers, to mcer spccific 

custotne~ nccdr. 

Sales of ANC;US' more than 50 products is Icd by 

AMP 95'". Thii rcr~atl lc  product, w h ~ h  ir pritn;mly 

uscd to  opt imir r  thc pcrformancc of  latex palnts, 

cnjoyrd worldwide, doub lz -d~g~ t  growth 111 1991 as 

opportunlncs in the coatlngs n~arkets expanded and new 

mtrrnational markets were pcnetratcd. 



. . 
I , ,  I Wo~ddn-~dc.  AN(;US ~ 4 1 s  i n  products dil-cit pluducri \rcl-c r rd r~ccd  by I l l  to 13 p u  cclit. c ~ ~ a b l i l ~ g  

. I  r h l  i i t h t  1 I I 1 t i .  I t  .4T\r(;US producrr to hi. inosc cw~rpctiriw i \ i r l ,  lorally 



. . . . . . . . . .  . . .  
market  rate\ .  I n  rcsponsr,  . . . . . . . . lowing a rigorous audit of " . . .  . .  . . . . 

L)uring rhc second quarter of appo lu t cd  h y  the  [ S O  

199.1. the Unirrd Status D r p a r t l ~ ~ c n t  of Conrnicrcc Counci l .  T h e  lbbenbucrun plant in Grnnany  h;id 

fuund t l x t  nmorncrhanc sourccd fi-om Chin2 was bcmg previously received ISO 9002 certlficarion. 

sold ar  lcss rlun f a r  v.duc. Howrvrr, thc Utritcd Srrrci 
C>, I , . , ,L  AN(;US look, fwward ro pcnctl-ating nrw 

1nrcrnational Tradc  Commi \ \ i on  d r t r rmincd  rhat niarkcts w ~ t h  new and cxisring producrs. AN(;US' 
AN(;US \vas not materially mjurcd or rhrcatcncd with ability to crearc producrs \vhich coirri-01 rhr rclrasc of 
m:~rrl-ial i ~ ~ j u l y  and dcnlcd AN(;US' rcqucst for thc 

i o r tna ld r l~ydc ,  n i r r o \ a n ~ i n e s  and volatilc organic 
imps i r ion  of dumping duties. ANGUS has filcd a n  

compoundr  will fur thcr  benefi t  thc  C o m p a n y  .ts 

a p p d  of this drcmon \\.it11 thc United St.rrcr Court of 
cnvi~o~~mi- l i t31  lcgirlation conrinurs to t~ghrcn  with 

lntcrnatio~ral Tradr. rcspcrr ro rhesc c o m p o u ~ ~ d i .  1nrrc.isrd gcograph~c and 

Dul-lng 1994 ANGUS rrccivcd thc balancc of f i~nds end-market  dl\-cl-sit) \ \ i l l  p rovidr  a p l l t form for 

,moc~rrrd w ~ t h  the 19'13 litigarion setrlc~ncnr rrlanng to continued gi-owrli a t  AN(;IJS 

the 1991 cxploslon at the Srcl-lington facility Ncr 



P I P E L I N E  

AN(;'r p p r l m r  provided irs l u ~ r d  plxforni for gruvtli .  e u p a n s ~ o n .  S u c h  e n d e a v o u r \  r n s u r r  t h c  o p t i m a l  

Ovt-r the yenrs, the pipclinc lus prowdid a reliablc cash utiliratlon o f A N G ' ,  pipeline f ,I(I - I '  itlcs. 

flow ,and a fail r ~ t c  o f  rcturn for ANG's 41archoldrrs. 
AN(;'\ transpol-ration \ c n r ~ c c \  arc mtcrconncctcd n-ltli 

A N G  o\\.ns and opcracrs t h i  lrrgcst singlc csporr point 
I'(;T'\ \ystcm. With thc acrisriticc of K T ' S  c l c c t r o n ~  

ibr  dcliverirs o f  Canadian natural gas. 111 thc lYc)3-<I4 
bullet~ri board, k ~ ~ o w i  ni thr  Pacific Trail, the iystrm 

g . ~  ?car ,  thesc dclivrrlc\ repl-cscnted ZX pcr  ccnt  o f  
faci1it:itci  nomination^ and other icrviccs pl-ovidcd to 

C:.~nada's total  natural  gas expor t s .  Toda>-. A N ( ; ' \  
A N ( ;  \ h ~ p p c r s .  A N  5 c ~ i r s r t l  i n  d i s c u s \ ~ o n <  

pipcl lnc-rclatcd g r o w t h  
r r g a r d ~ n g  participatioll in t h r  

opportunitirs will depend Pipel ine O p e r a t i n g  Income 
m o n s  ofdollaril "NrG Highway", being dcrzl- 

on  nc\v nial-kct d c m a n d  
11.6 o p e d  by  ic\-era1 C a n a d i a n  

for natural gas, thc contin- 16 

cotnpanir\. \vhlch w 1 I  providc 
u r d  ab i l i ty  t o  p r o v l d r  

12 A N G  customcl-s  m i t h  
~ollrpctitive tl-;insportatlon 

addition21 r l ro t ron ic  mult i -  
si .~w~ccs and AN(;'5 abl l iy  

8 p i p c l ~ n r  ga \  tr:tnspol-ration 
t o  cap i ta l i ze  o n  o t h c r  

informxion scrviccs. 
o p p o r t u n i t i e \  r c la t id  t o  6 

the mnelmc assuts. . . .  . .  . . . .  As A N ( ;  tnovcs  t o  p u r s u z  , , . ~ 

0 . . . . . . 
[ S t r a t e s v l  A key factor a 91 

c o n t n h u n y  to thc sncccis 

o f t h c  p i p r l ~ n r  oprration is ANG'r  ability to rontinuoui- 

I) nvx t  t h r  ch:inging need? of cuitomcrc ming thc s p  

t s~ l i .  A N G  recognizes thc dynmuc  nature of the natnnl  

$I\ indusrr?;. 111 order to stay ibrcast of the isues  facing 

the pipelmc oprratmns, its custonicrr and tlic indus tq  at 

largc,  A N G  n ~ a l n t a i n s  a cloic  rclatiouship x\-ltli its 

pipchnr ihlpprrs. 

A planncd cxpanrlon o f  rhr  pipeline d u n n g  1995 t o  

m r c t  gro\ving market  d r m a n d  for gzs in  the I'acific 

Northwest and Ncvada was dcferrrd. Responding to 

custorncr reqnurtr.  A N G  successfdly coo l -d~na tcd  a 

rar~onalir:ltion inechanisni whcr rby  e x s t i n g  shippcrs 

w s r c  ablr t o  relinquish u n d c r u t ~ l i r r d  rran\portation 

capacity t o  shlppcl-r comniitted t o  thc planned 1095 

. . . .  , .  
. . . . .  t h r  ~ o : i l  o f  b c c o l l ~ i n g  a n  

n p3 91 

integrated midstrca~li na tu rd  

gas ron>p,>l,y. t h e  (:ompan? 

will continue to cel-w lts customcls thlough pipeline 

cspanslons and cunmi i~r  r rh tcd  opportuniur i ,  such as 

cogcnei-ation. 

I ,. 1'1 p ,  , I , , r . :. A N G  opcra tas  t h e  BI-itish 

Colriinbia wgmenr of thc Albcrtx-Cnhfornla pipclinc 

systcli~, onc  of Can.&'s major pipclinrs For n.ltul-rl gar 

exports to thr  Unltrd States. T h e  pipcline i-xtands f?om 

t h e  Albcrta/flrlt ish Colrnribia border  co t h r  British 

C o l u ~ n b ~ a / I d n h o  bordcr and links thc N O V A  m d  PGT 

~ W ~ I I I \  transporting gas t o  Califorma. T h c  Foothills 

South H.C: pipcline, which parallrl~ and interconnects 

\vith AN(;? plpeliiic,  is 49 p e r  ccn t  o\vricd and  ii 

opcra tcd  by  A N ( ;  a i  a n  i n t c g r ' ~ l  p a r t  o f  t l i r  K C .  

Pipelinc Sy\tem. 





Bascd on ANG's Dccember 31, 1994 rate base, an BC Hydro, signed a letter of intent providing for the 

incrcase in the equity component of five per cent [i.e. marketing of the electricity to be generated by the 

from 30 per cent to 35 pcr ccnt] would increasc earnings Crowsnest cogencration project. T o  date, Powerrx has 

pcr share by approximately S0.01, as would a fifv basis becn unsuccessful in its attempts to find a buycr,  

point risr lie. from 12 per ccnt to 12.5 per ccnt] in thc however  is cont inuing i n  its cfforts t o  market 

ratc of return on equity. 

C o g c n c r a t i o n  A N G  and 

Corporation [TransAlta] are 

partners in thc ownership 

and operation of a proposed 

cogeneration facility t o  

be  locatcd adjacent to 

ANG's compressor station at 

Crowsnest, British Columbia. 

Thls facility's capacity could 

range from 80 Megawatts to 

170 Megawatts and col t  

between $100 million and 

$160 million. 

In  March 1494,  A N G ,  

TransAlta and Powcrex, the 

expolt marketing division of 

the electricity. 

TransAlta Energy In addit ion to thc Crowsnest  projec t ,  A N G  

As part of our commitment to 

provide safe, efficient and reliable transportation 

services, we  continue 

to upgrade our pipeline facilities. 

is indepcndently dcvel- 

oping another cogrneration 

project located adjacent to 

its pipeline compressor 

stat ion near Elko i n  the  

East Koorenay region of  

British Columbia .  This 

proposcd facility wou ld  

combine  heat  gencratcd 

through combustion of 

sawmill wood waste with 

waste heat  recovered 

from compressors at the  

station. Thc cost of this 45 

Megawatt faciliv is approx- 

imately $95 million. 



Both projects will be submitted as proposals in March 

of 1995 in response to a request to provide power to 

BC Hydro by 1999. A short list of the successful 

bidders is cxpected to be received in mid-1995. 

[1994 H i g h l i g h t s ]  Capi ta l  Expend i tu res  As part of 

ANG's ongoing commitment to provide safe, eficient 

and reliable transportation services, ANG continues to 

upgrade irs pipcline facilities. Sustaining capital expcndi- 

tures for 1994 wcre $10 million. Additions to property, 

plant and equipment were $78 million in 1993, of 

which $67 million was related to the 1993 pipclinc 

expansion. Expenditures for 1995 arc expected to total 

Headquaners 

f Enraction facility 

- Pipeline 

A Gasnorage facility 

$12 million to fund compressor turbinc cooling systems 

and several smaller projects. 

Financial Operating income from the pipclinc busi- 

ness was S15.6 million in 1994, as compared to S9.2 

mill ion in 1993. T h e  increase resultcd from the  

November 1993 pipcline expansion. 

O u t l o o k  The need for expansion capacity to meet 

markct dcmand is now growing again and may result in 

another pipcline expansion in 1996 or 1997. ANG also 

believes that there are opportunities to service upstream 

companies operating in arcas which are uneconomic 

with respect to szrviccs offcrcd by other pipelines and 

will investigate such opportunities as warranted. 

Idaho Montana 

A Compressor station Proposed cogeneration facility 

ANG pipeline - Foothills South BC pipeline 



L I Q U I D I T Y  A N D  CAPITAL R E S O U R C E S  

Imptovcd opcl-~tlog pcrf"m~ancc in 1994 incrcarcd 

iundc from contmuing operations to $ 6 5 5  n ~ i l h a n  

comp.~rcd to $58.8  million in 1993.  D u n n g  1094,  

ANG's lovcsrrncnt in pl-ope,-ty. plant and equip~ncnt  

totalled $6') million, of which $3') million w a s  fol. the 

~~pgrndc  and f~cihty rcconrn~iisioning :it thc (:ochl-nnc 

crtractlun plant. T l ~ c  rmraindcr of the uspcnditures 

n c r t  mainly rcl;itcd ro w n i n i n g  capital for thc chcni~cal 

a n d  pipclinc operations. I n  1091, cxpcnd1turc5 on 

pl-opcrty. plant and cquipmct~t totalled $1 11 i d i o n  of 

which $07 million was for the expansion of ANG's 

pipclinc sytum in wuthrastcn~ Britl\h Colun~bia. 

Also in 1994, AN<; sold nun-itratcglc assrts for nct 

p rocwd\  of  $13 nllllion and incurred costs of  S l h  

n~illion rcl:itcd to its invostnlcnt in rhc CrossAlta gar 

storage prujcct. Net procrcd\ of $13 inillion relating to a 

litigation wttlcn~ent WCTC rrccived in tach of 1094 and 

1'1'13. Scc N o t c  1 1  to thc Consolidated Financial 

Stntcnlcnts. At the cnd of 1'194, ANG held c s h  and 

  tit err st-bearing deposits of 652 n~illion, an incrcasc of 

S3X million over the prior yrar-cnd. 

In J u n e  1091,  thc  Canadian Bond Katnig Scrvicc 

upgr~deci i ts  r.~ting on rhc Conrpany's long-tcmm dcbt 

to A[lawl froln B + + [ h i g h  as .I rcsult of thc rtrady 

Improvrmcnr in earnings, cxsh flow, intrrcsr covcngc 

luvcl~  and prospects fhr contmuc-d impl-ovrmcnt in 

oonsol~datcd pedbrnratrce. This i-atmg further cnhanccs 

AN(;'\ accm to debt inxkct, a t  attractlvr intcrrst ram.  

Thr  Conrpany's debt ratmgs ;arc as follows: 

O U I  a 1 1  Eos-d 961 1 ( 4  S L  . 1.0 

Commercial Paper R - l  [low] 

Debentures A [low] 

Commercial Paoer A-1 llowl 1 
As of Dccenrbcr 31, 1994, total dcbt outstandmg wac 

$274 million comparcd to $250 niillio~l on Dccenibcr 

31, 1993. Of the total dcbt outstanding, short-tcim 

notcs payable wrrr $98 rnillioi~ and consistrd klrgrly of 

conimcrcial paper with varying tcnlls to maturity. Long- 

tern1 dcbt c o n k e d  of $1 10 million in Canadian dollas, 

CI>N $5.3 million dmominatcd in US dollars and CDN 

$13 million dcnominatcd in Gcnnatr markc. Scc Note 7 

to rhc Consolidated Financ~al Statctnmti. 



Capir.11 cxpcnd i t t c rcs  i n  1 .  a r c  b u d g c r e d  a t  

~ p p r o x i t i i a t e l y  5-17 tnill ion and drc c r p c c t c d  to  b e  

f inanccd mainly through cash i low from opcrarions. 

AN(; 's w u n d  caplt.il po\ , t ion affords thc  C o m p a n y  

tlcuibility for future financing iiccis~ons. 

[Sensitivitiesl T h c  Colnpaliy is cxposcd to  mtcl-eit raw, 

c r c h r i ~ g c  rate and comn~odlr)-  pl-icr v o l a r i l ~ ~ .  To rhe 

extcnt possible, rirks arc m i t p t e d  by natural oKscrs, and 

In w i n e  caws, rhl-ougli thc usr o f  hrdging mrtl-omrnrs. 

l : i ~  P ~ P  :i KP; ?',larkel Dr; .e~s 
1995 Earnings per share 

increase [decrease] 

Propane price of US $0.03 per gallon $0.02 

CDNIUS dollar exchange rate of CDN W.03 10.021 

Natural gas CDN $0.25 per glgajoule I0.041 



ENVIRONMENTAL A N D  SAFETY 

[Canadian Operations1 ANG rcmains committed to 

opcrating its business in an environtnentally respo~rsible 

tnatmer. In 1993 ANG implcntcntcd its Environmental 

Philosophy and Policy which emphasizes its commit- 

ment to the environment and outlines the measures 

being taken within ANG to ensure that Company opcr- 

ationr are compatible with the environment. 

As part of  this Policy, a Chief Compliance Officer 

[ C C O J ,  report ing to  the Board o f  Directors, was 

appoint& to miure that thr Policy is properly adhcrrd 

to. T h e  C C O  mret5 regularly with the Safrty and 

Environmental Krvicw Conmuttcc to rcvirw s a f q  and 

envlronmrntal concrrns. 

In 1994, A N 6  personnel inspected, surveyed and tested 

all opcrating facilities to ensure proper performance and 

co~npliance with applicable regulations and operating 

policies. A number of regular safety and cnvironmental 

inspections were conducted by federal and provincial 

agencies which did not identify any significant concerns. 

As part  o f  its con tn~ i t rncn t  t o  cnvironntcntal  

preservation, ANG conducrs facility audits on a regular 

basis. I n  addit ion,  an independent environmental  

consulting firm ha* been engaged to conduct an audit of 

both the plant and pipeline facilities in 1995. 

A N G  keeps a b r c a ~ t  o f  devrloprnznts r rgarding 

cnvironmental legislat~on to insurt. 3 timely rcsponsr to 

any change* in laws or iegulations. ANG docs not  

expect that environmental protcction laws will affect it 

differently from othcr corporations in the industries in 

which it opcratcr. T o  date, cnuironrnmtal protection 

rcquircnicnts havc not had, nor will have, a material 

adverse impact on ANG's earning5 o r  c o m p r t ~ t i v r  

position. It i\ expected, howrvrr, that nrw and amended 

legislation could increase environmrntal cornpl~anci  
. . 

costs. A N G  is unable to predict the impact of  such 

increased costs at this time. 

[Chemicalsl ANGUS is committed to fill1 compliance 

wlth currmt and futurt. cnvironmental regulations on a 

worldwide basis. In this rzspcct, ANGUS is engaged in 

an  active program of environmental management. 

Camponrnts of  this program include a management 

conumtnment to environmcntnl compliance and issue 

managcmrnt, a tramrd and experienced environmental 

staff, and adrquate capital resources. 



In 1992, ANGUS initiated a project at Sterlington to 

reduce its long-term material handling risks which 

include the development of stringent material handhng 

standards for certain chemicals. Many of these standards 

were implemented in 1993, at  a minimal cost to 

ANGUS. Additional improvements to be completed in 

1995 include reducing and consolidating certain storage 

facilities while providing improved containment 

capability as well as upgrading and rationalizing 

associated piping systems. 

During 1994, ANGUS received renewal of its water 

discharge permit. This permit, which extends through 

1999, allows ANGUS to continue to use its existing 

waste water treatment system, but will require the 

construction of certain facilities to reduce certain 

elements in its discharge and to &ow mrect discharge to 

the receiving stream. The permit contains a compliance 

schedule which provides up to three years to make 

changes necessary to comply with certain limits. 

The costs associated with ANGUS' environmental 

activities have increased significantly in recent years. 

While i t  is difficult to  determine environmental 

compliance costs, ANGUS expects environmental 

capital costs will not exceed $2 million per year over the 

next three to five years. ANGUS has dedicated resources 

to identi$ industrial and regulatory trends relating to 

environmental issues at an early stage and to take action 

to reduce potential long-term financial liability 

[Safety] ANG is pleased to report that the lost rime rate 

for its Canadian operations was zero in both 1994 and 

1993,d&n from 1.18 in 1992. The lost time rate expe- 

rienced in our United States operations has been rela- 

tively stable; 0.66 in 1994, 0.60 in 1993 and 0.69 in 

1992. This rate is approximately one-half of the rates 

normally experienced by chemical manufacturen of a 

similar size. The lost time rate is determined by dwiding 

the number of days absent as a result of injury by 

200,000, a calculation which is routinely used by North 

American industries when determining the impact of 

safety-related injuries. 





ALBERTA NATURAL GAS COMPANY LTO 

M A N A G E M E N T ' S  R E P O R T  

The accompanyng consodated f~nancal statements and all other ~nformat~on in ths  Annual Report have been prepared by the 

management of ANG Management 1s responsble for the ntegr~ty and objectivty of ths  nforrnaton The f~nancal statements have 

been prepared n accordance w t h  accountng prncpes generally accepted n Canada Where approprate amounts based on 

estimates and judgements are ncuded Financal lnlormaton throughout ths  Annual Report IS consstent wlth the consodated 

fnanc~a statements 

Management has establshed and mamtains appropriate systems of Internal control wlth pollces and procedures whlch are 

desgned to meet t s  responslbty for rel~abe and accurate reportng These systems of control nclude a program of revew by 

ANG s nterna audtors 

Arthur Andersen & Co are ndependent audtors appo~nted by the shareholders. For the purposes of determning the nature, timng 

and extent of their audit procedures, the auditors have consdered ANG's ~nternal controls. They have audited the consoldated 

fnancia statements n accordance with generally accepted auditng standards so as to enable them to express an op~nion on the 

lalrness of the fnancia statements. 

Through t s  apponted Aud~t Committee the Board of D~rectors oversees the f~nanc~al reporting prepared by management The 

Audt Commttee meets regularly w t h  management the mternal audtors and Arthur Andersen & Co to revlew aud~tng and f~nan 

c~al reportng matters Internal and external aud~tors have unrestrcted access to the Audt Commttee and management The con- 

solidated fnanca statements have been approved by the Board of D~rectors on the recommendaton of the Audt Commttee 



ALBERTA NATURAL GAS COMPANY LTO 

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

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, reinvested earnings and cash flow for the years then ended, These financial statements are 

the responsibility of the company's management. Our responsibility is to express an opin~on on these financial statements based 

on our audits. 

We conducted our audts in accordance with generally accepted audit~ng standards. Those standards require that we plan and per- 

form an audit to obtain reasonable assurance whether the financial statements are free of mater~al m~sstatement An audit includes 

exam~ning, on a test bass, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 

assessmg the accountlng principles used and significant estimates made by management, as well as evaluating the overall financial 

Statement presentation. 

In our opinlon, these consolidated financial statements present fairly, in all materlal respects, the financial position of the company 

as at December 31, 1994 and 1993 and the results of its operations and t s  cash flow for the years then ended in accordance w t h  

generally accepted accountlng principles. 

Calgary, Alberta, 

February 3,  1995. 

Arthur Andersen & Co. 

Chartered Accountants 



ALBERTA NATURAL GAS COMPANY LTO 

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 December31 [in thousands except earnings Per share1 

Revenues Note 12 

Expenses 

Operating and maintenance 521.016 

Selling, administrative and research 

Depreciation and amortization 

peratlng ncome Note 12 

Other income [Note 91 

33,398 

Discontinued operations 790 

Continuing operations $ 1.30 

Discontinued operations 0.03 

$ 1.93 

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  

Opening balance 

As previously reported 

As restated 

Net income 

Dividends 



ALBERTA NATURAL GAS COMPANY LTD 

C O N S O L I D A T E D  B A L A N C E  S H E E T  

December31 [inthousands] I 1994 1 1993 
Assets 

Current Assets I I 
Cash and interest-bearing deposlts c 

Accounts receivable 

Inventories [Note 41 57.715 I 57,495 1 
Other 

Investments [Note 51 39.926 1 38,532 I 
Property, Plant and Equipment [Note 61 376,474 1 

Current Liabilities I I 
Notes payable $ 91.609 1 $ 79.445 1 
Accounts payable and accrued liab~lities 90.455 I 101,968 1 
Deferred Income taxes 

Long-Term Debt [Note71 175, I 170,978 ( 
Deferred Income Taxes 67,859 1 55,967 1 
Deferred Cred~ts [Note 141 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Shareholders' Equity 

Common shares [Notea] 

Reinvested earnings 

Foreign exchange adjustment 

Approved on behalf of the Board of Directors 

John E. Goudie, Director John M. Beddome, Director 



ALBERTA NATURAL GAS COMPANY LTO 

C O N S O L I D 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 December31 [in thousands1 

Operating Activities 

Income from continuing operations 

Add non-cash items included above [Note 151 

Fundsfrom continuing operations 

Change in non-cash working capital 

Foreign exchange effect on working capital 

Other 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

D~scont~nued Ooerations $ - 
Investing Activities 

Net propem, plant and equipment additions 

Proceeds from sale of assets [Note 91 

Net investments 

Extraordinary item [Note 111 

Other 

Financing Activities 

Dividends 

Long-term debt additions 

Long-term debt repayments 

Deferred credits 

Common shares issued for cash 

Summary of Cash Provided [Usedl 

Operating activities 

Discontinued operations 

lnvesting activities 

Financing activities 
..... . . . . . . . . . . . . . . . . . . . . . . . . .  

Cash and Cash Equivalents [Def~ciencyl [Note 151 

Doenina balance 

Closing balance $ L45.4891 

[331 



ALBERTA NATURAL GAS COMPANY LTD 

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

Note 1 
[Descript ion of the  Business1 

Alberta Natural Gas Company Ltd [ANGI owns and operates a 

natural gas liquids [NGLI and ethane extraction facility near 

Cochrane, Alberta. The plant straddles the western Alberta 

mainiine of the pipeline system operated by NOVA 

Corporation of Alberta [NOVA!. The purchasers of NGL and 

ethane from the Cochrane extraction 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 approximately a 20 per cent interest in the 

CrossAta Gas Storage facility near Crossfield. Alberta. 

ANGUS Chemical Company [ANGUSI, a wholly-owned sub- 

sidiary of ANG, owns and operates chemical production facili- 

tes  located in the United States and Germany. These facilities 

utilize propane and nitric acid as feedstock t o  produce 

nitroparaffins 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 Pacific Gas Transmission Company lPGTl to move natural 

gas from Alberta to California and the United States Pacific 

Northwest. ANG holds a 49 per cent interest in Foothills Pipe 

Lines [South BC.1 Ltd, IFoothills South B.C.1 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-sponsored 

by ANG and Foothills South B.C., was completed and com- 

menced service on November 1, 1993. 

The pipeline system in southeastern British Columbia is sub- 
s 

iect to regulation by the Natonal Energy Board [NEBI pur- 

suant to the National Energy Board Act. The NEB regulates 
5 

accounting matters, the export of gas, the construction and I# 
operation of gas pipelines and tolls charged for transportation 

service. The Foothills South B.C. pipeline is also regulated I 
by the Northern Pipeline Agency pursuant to the Northern 

Pipel~ne Act. 

Note 2 

[Accounting Policies1 

The consolidated financial statements have been prepared 

in accordance with accounting principles generally accepted 

in Canada. Significant accounting policies are summarized 

below: 

Basis of Presentation The consolidated financial statements 

include the accounts of ANG and all of the accounts of sub- 

s~diaries and partnerships over which ANG has control. The 

equity method of accounting is followed for investments 

which are less than 50 per cent owned by ANG. 

lnventories lnventories are carried at the lower of cost and 

market value. The last-In, first-out method is used to account 

for certain chemical inventories. These inventories would be 

$1 1.4 million higher at December 31, 1994 1$7.1 million at 

December 31, 19931 if the first-in. first-out 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 or, where appropri- 

ate, the rate specified in the contract. This return is included 

in income when it is recorded. 
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Note 2 
[continuedl 

Depreciation is calculated on a straight-line basis over the 

estimated service life of the asset. The overall composite rate 

is 2.0 per cent 12.3 per cent in 19931 for extraction, 6.2 per 

cent 16.5 per cent in 19931 for chemicals and 4.1 per cent f3.8 

per cent in 19931 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 assets acquired and is amortized on a straight-line basis 

over a period of 30 years. The unamortized balance was 

$8.6 million at December 31, 1994 ($9.0 million at December 

31, 19931. 

Foreign Currency Translation The accounts of foreign sub- 

sidiaries are translated into Canadian dollars using the bal- 

ance sheet date foreign exchange rate for assets and 

liabilities and the average foreign exchange rate during the 

year for reveniles and expenses. ANG holds a German 

mark denominated long-term bank loan which is designated 

as a paitia hedge against the German mark currency expo- 

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 t o  these contracts are 

recorded when deliveries are made. Anticipated future 

losses, if any, on specific contracts are charged to income 

when identified. 

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 allocation basis been used for this source of 

income, there would have been a deferred tax recovery of 

$1.3 million in 1994 [$2.4 million in 19931 on this income, and 

additional deferred income taxes would have been recorded 

in the amount of $16.3 million to December 31. 1994 E17.6 

millionfo December 31. 19931. 

Withholding taxes are provided on undistributed earnings of 

foreign subsidiaries if those earnings are deemed not to be 

permanently invested. 

Note 3 
[Change in Accounting Policy1 

Certain health care, dental care and life insurance benefits. 

provided to eligible retirees and their dependants, are now 

accrued as the benefits are earned by employees [see Note 

141. Previously these costs were recorded when paid by 

ANG. This change in accounting policy, which is not material 

to current or any prior year's net income, has been applied 

retroactively effect~ve December 31, 1994 and has reduced 

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

Note 4 
[Inventories] 

December31 [in thousands1 1994 

Extraction t 2346 

Chemicals 46.657 

Pipeline 7.154 

Other 1.558 
................................................................... 

$ 57,715 



Note 5 
[ Investmentsl 

, ,~ 
December 31 [in thousands] ' 3 4 s q  

Foothills Pipe Lines 

[South B.C.1 Ltd. 5 

CrossAlta Gas Storage 

joint venture Z 

Foothills Pipe Lines 

[Yukon] Ltd. 1 

Amoco Centre joint venture 

St. Clair Underground 

Storage partnership 

Other 
. . . . . . . . . . .  . . . . .  t 

i 
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Foothills South B.C. has a $90.0 million bank line of credit to 

provide interim financing for its portion of the pipeline expan- 

sion project in southeastern British Columbia. This line was 

drawn to $83.7 million as at December 31, 1994. ANG has 

guaranteed 49 per cent of any outstanding loan balance. The 

guarantee will terminate upon replacement of the interim 

financing with long-term debt, which management anticipates 

will occur in 1995. 

ANG acquired its interest in the CrossAlta Gas Storage joint 

venture during 1994. Also in 1994, ANG sold its interest in the 

Amoco Centre joint venture and the St. Clair Underground 

Storage partnership. Net proceeds from the sale of these 

investments were $12.6 million. 

Note 6 
[Property, Plant and Equipment1 

December31 [~nthousandsl 

Cost 

Extraction 

Chemicals 

Pipeline 

Under construction 

Accumulated depreciation 

Extraction 

Chemicals 

Pipeline 

Other 
. . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . .  
235.140 

$ 428230 
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Note 7 
[Long-Term Debt1 

December31 [in thousands1 I Interest rate [%I I Due date 

Debentures 8.40 2003 

Notes [US $25 millionl 

Bonds [US1613 million1 

Bank loan [DM 14millionl 7.75 1996 4 10.655 ......... ~ .................................. ~ ........................ .......................... .~ .................. ~~~ ........ ............. ~ ...................... ........................ 
S 175,390 $ 170.978 

All debt is unsecured except for the US $13.0 million bonds Note.? 
which are secured by certain ANGUS pollution control assets 

costing US $1 1.2 million. All long-term debt matures after The authorized share capital consists of an unlimited number 
1999 except for $12.7 million in 1996. $5.0 millionin 1997 and of preference shares and an unlimited number of common 
$5.2 million in each of 1998 and 1999. lnterest on long-term 

shares, 
debt was $13.7 million in 1994 1$9.0 million in 19931. 

Year ended December31 

Number of common shares 

issued end fully paid: 

Opening balance n 25,654,365 

Issued for cash 43,143 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . . . . . . . . 
~- 

Closing balance 

Amount [in thousands]: 

Opening balance 

Issued for cash 
....... .~ ~ ....................... .............. 
Closing balance 

ANG has reserved common shares for issuance under a 

senior management stock option plan. At December 31, 

1994. options for 572,333 shares were outstanding i339.903 

at December 31, 19931. The options are exercisable for cash 

at prices ranging from $13.38 to $17.38 per share during 

specified periods that expire no later than 10 years from the 

grant date. 
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Note 9 

[Other Income1 

Year ended December31 lbn thousands1 I "W3.l '1 1993 

Gam on sale of assets $ 1,161 ( $ 5,157 

Allowance for funds used 

during construction 

Equity lncome 

Other 
. . . . . . . . .  . . . . . . . . . . .  . . . .  

The "Gain on sale of assets" in 1994 relates to the disposi- 

tion of certain investments [see Note 51. Net proceeds of 

$15.3 million from the sale of ANG's Peace River naturai gas 

pipeline resulted in a gain of $5.2 million in 1993. 

Note 10 

[Income Tax Rate1 

The provision for income taxes varies from the amount deter- 

mined by applying the combined statutory Canadan federal 

and provinciai income tax rates to "Income from Continuing 

Operations before Income Taxes." The following is a reconcil- 

iation of the combined statutory rates to the effective income 

tax rate: 

Year ended December31 " i ~ n * ' :  1993 

Statutoly lncorne tax rates 44 0% 

Effect of the taxes payable 

method for cost-of- 

service arrangements 

Effect of foreign tax rates 

Non-deductible expenses 

Other 

Effective income tax rate 

Note 11 

[Li t igat ion Sett lement] 

Foilowing the May 1, 1991 explosion at the Sterlington, 

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 $15 

ml ion  by December 31, 1993. The remaining baiance of US 

$20 million was received in 1994. The net settlement [CDN 

$44.4 million1 was recorded in 1993 as an extraordinary item 

of CDN $31.8 million 1515.4 million net of taxes and other 

expensesl and income from continuing operations of CDN 

$12.6 million [$70 million after tax or $0.27 per share]. The 

collection of $26.7 ml ion  lthe $31.8 million less related cash 

expenses1 is reported as an extraordinary i tem on the 

"Consolidated Statement of Cash Flow" for 1994 and 1993 

[ $ I32  million and $13.5 million respectivelyl. 
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Note  12 

[Segmented I n fo rma t i on1  

Financial information by industry segment 
7 

lin thousandsi Extraction 

1994 

Revenues $ 162.710 

Depreciation and amortization 4223 

Operating income 21,489 

Identifiable assets 153.493 

Net property, plant and 

equipment additions 40.810 
. . . . . .  . . . . . . . . . . . . . . . . . . . . . . . .  

1993 

Revenues 149,591 

Depreciation and amortization 3.415 

Operating income 24.447 

Identifiable assets 135,172 

Net property, plant and 

equipment additions 16.237 

Marketing 

and 
Services 

~. * ,. . . , 
1994 

Revenues $ 505.788 

Operating income 38274 

Identifiable assets 391 A86 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Financial information by geographic segment 

1993 

Revenues 

Operating income 

ldentifiable assets 

lin thousands1 

Eliminations 
and Corporate 

Canada 

Sales to three customers account for 41.9 per cent 147.5 per cent in 19931 of these revenues. 
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Note 13 
[Related Party Transactions] 

TransCanada PipeLines Limited owns 49.9 per cent of ANG. 

in the normal course of its business, ANG enters into transac- 

tions with related parties which reflect prevailing market con- 

ditions. These transactions include revenues ($165 million n 

1994 and $5.1 million in 19931 and expenses [$77.7 million in 

1994 and $48.6 million in 19931 for the transportation of nat- 

ural gas. The net amount due to related parties was $5.1 mil- 

lion at December 31, 1994 and 1993. 

ANG acted as the agent for Foothiis South B.C. in periorming 

constructon management services for the 1993 pipeline 

expansion. In that capacity. ANG recovered costs from 

Foothills South B.C. of approximately $100 ml ion.  

Note 14 
[Post Employment Benefit Plans] 

Substantially all of ANG's employees panicipate in defined ben- 

efit pension plans. Other post employment benefits are also 

provided Isce Note 31. At December 31, 1994, the actuarial 

present value of these accumulated benefits was $32.7 millon 

and the fair value of the funding assets was $24.3 million. 

Unfunded pension and related post employment obligations 

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

Note 15 
[Consolidated Statement of Cash Flow] 

"Cash and Cash Equivalents [Deficiencyl" is defined to 

include interest-bearing deposits and is net of notes payable 

included in current liabilities. Non-cash items included in 

"Income from continung operations" consist of the following: 

Deferred income taxes 

Gain on sale of assets 

Note 16 
[Contingencies and Commitments1 

ANG has received reassessment notces for additional taxes 

and interest pertaining to the 1985 to 1989 taxaton years. 

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 deter- 

minable at this time. Meanwhile, taxes and interest have 

been prepaid in order to avoid further assessment of non- 

deductble interest. If ANG's notices of objection are upheld, 

this amoutii,'pl;s interest, will be refunded. Should the tax 

assessments be upheld, approximately $8.0 million [including 

a deferred tax adjustment of $4.4 million1 would be charged 

directly to reinvested earnings. 

Numerous claims have been made by thrd parties against 

ANGUS as a result of the Sterington fire and explosion. 

Many of these claims have been settled. The outcome of out- 

standing claims is unknown, however, their ultimate impact 

on these consolidated 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 entered into 

long-term and shoit-term agreements for the purchase and 

sale of natural gas. The agreements specifically provide for 

the recovery of virtually all transportation 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- 

sequent to 1999 aggregate approximately $175 million. 

Building lease commitments in each of the next five years 

are approximately $3 million. The commitments subsequent 

to 1999 aggregate approximately $28 million. - , 
Equity income net of cash received " , 19521 .. . 
Other . . ,- ' 

. . . . . . . . . . . . . . . . , ' 459 ' . . . . . . . . . . . . . . . . . . ,. . . . . . . . . . . . . . . . . . . 
s .33,m 

[2.2331 

. . 540 

$ 25,369' 
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F I V E  Y E A R  S U M M A R Y  

[in thousands of dollars except share data and other statistics] 

Operations 

Revenues 

Operating income 

Income from continuing operations 

Net income llossl 

Total assets 

Capltallzatlon 

Short-term debt 97.W 

Long-term debt, including current pornion 

Shareholders'equity 

Total capitalization 

Funds from continuing operations 

Net property, plant and equipment additions 

Net long-term debt additions [repayments] 

Common shares issued [purchased] 

Earnings per share 

Continuing operations 

Net income [loss] 

Funds from continuing operations per share 

Dividends paid per share 

Outstanding shares in thousands 

y e a r  end 

Shareholders' equity per share at year end 

TSE market price per share 

h i g h  

- l ow 

-close 

Other statistics 

Return on average shareholders' equity* 

Return on average capital employed$ 

Dividend yield on year-end market price 

Debt to debt plus equityratio 

Interest coveraqe ratio% 

Restated to exclude deferred credits 

1 Restated for post employment benefit costs otherthen pensions due toe change in accounting policy 

% Based on income from continuing operations. 
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Abbreviations 

ANG 

ANGUS 

B.C. Pipeline System 

Foothills South B.C. 

Bcf 

Mbbl 

M M d  

NEB 

NGL 

NOVA 

PGT 

Alberta NaNral Gas Company Ltd 

ANGUS Chemical Company 

Pipeline and the pipeline owned by 

Foothills South B.C. 

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

Billion cubic feet 

Thousands of barrels 

Million cubic feet 

National Energy Board 

Natural gas liquids 

NOVA Corporation ofAlberta 

Pacific Gar Transmission Company 

Conversion Table 

The conversion factors set out below provide approximate conversions. 

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

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

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

megawatts horsepower 1340 

million cubic metres million cubic feet 35.3 

cubic metres (liquid) barrels 6.29 

The cover and narrative section of this report 
contain 10% post-consumer waste. 

The financial section of this repon contains 
60% recycled fiber including 20% post- 
consumer waste. 
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