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One of Canada's premier corporations, Alberta based 

with a worldwide organization of companies, assets 
exceeding $4.3 billion and three operating p u p a  

employing more than 5,500 persons. 

The Operating Groups: 

Canadian Utilities Limited 

Canadian Utilities' subsidiaries include Alberta Power 

Limited, (electric power generation, hansmission and 

Wbut ion) ,  Canadian Westem Natural Gas Company 

Limited and Northwestem Utilities Limited (natural 

gas production, transmission and distribution), 

CU Power International Limited (international 

independent power generation and transnlision 

projects), CU Gas Limited (gas gathering, transmission, 

processing and storage), 

CU Water Limited 

(water transmission and 

distribution). 

Frontec Corporation 
I 

Frontec provides manage- 1 
ment, operation and 

maintenance and 

tffhnical s e ~ c e s  in the 

defence, mporta t ion 

and industrial secton. 

ATCO Shuctures Inc. 

ATCO Structures manufaaura, sells and leases 

industrial workforce housing to over 75 countries 

around the world from factories in Calgary, Canada 

and Budapest, Hungary. ATCO Noise Management, 

a division of ATCO Structures, designs and constructs 

buildings and acoustic banias to reduce noise 

emissions from industrial facilities. 



ATCO LTD 

Consolidated Annual Results 

Highlights and 
Consolidated Financial Information 
( S  Millions except share data) 

Year Ended December 31 

Revenues 

Earnings beforc income taxes and non controlling interests 

Earnings from continuing operations 

Earnings attributable to Class I and Class ll shares 

Earnings per Class I and Class 11 share 

Dividends paid per Class I and Class 11 share 

Additions to property, plant and equipment 

Total assets 

Class I and Class Ii shareholders' equity 

Equity per Class I and Class II share 

Class I and Class I1 sham outstanding 

Weighted average Class I and Class I1 shares outstanding 30,463,349 30,423,765 
ATCO 

Consolidated Quarterly Results (1) 
(Unaudited) Three M o n h  Ended 

March 31 Tune 30 Se~tember 30 December 31 Total 
. . . . . . . . . . . .  

Revenues 

Earnings from continuing operations 

26.0 8.3 6.7 16.9 57.9 1995 
!?amings attributable to Class I and Class I1 shares 

22.7 5.3 3.0 21.6 52.6 1994 

0.85 0.28 0.22 0.55 1.90 1995 
Earnings per Class I and Class I1 share (2) 

0.75 0.17 0.10 0.71 1.73 1994 

(1)  Because of seasonal puchultims, particularly in the utility operations ofATCO, quattrrly earnings are not indicative of full year result% 

(2) After paymmt ofprefened share dividends. 



Property, Plant 
& Equipment 

(Millions of dollars) 

Cost. 

N& Bmk Value . 
Total Assets 

(Miliiom of dollars) 

Class I b Class I1 
Shareholders' 

Equity 
(Millions of dollars) 

Revenues 
(Millions of dollarsj 

Earnings for 
the Year 

(Millions o f  dollars) 

Earnings before. 
inmm taxes & 

nonconmlling interests 

Earnings fw theyear. 

Earnings per 
Class I and Class 

I1 Share 
(Dollars) 

ATCO LTD. 

Financial Review 

Performance Graph 

The following compares the five year cumulative share 

holder retum on $100 invested in Class I non-voting 

shares and Class I1 voting sham of the Corporation on 

D m k  31,1990 with the cumulative tottl return of the 

BE 300 Stock Index, asswning reinmbnent of dividends. 

Five Year Total Return on $100 Investment 

ATCO W m  I Non-Voting 100 102 106 157111 144111 184111 

ATCO Class 11 Voting 100 104 106 155111 143111 18~11  

NOTE: 
(I) The cumulative shareholder return on the C l m  I non-wting 
and Class 11 wting shares includes the effect o f  a distribution by the 
Corporation to shareholders of shares ofAkitn hillling LM: effediw 
Ianuary 1, 1993 on the basis of one Akita share for every four s h  
of the Corporation held and assumes the caninued holding by share- 
holders o f  s w h  Akita shares. If the dhbibution of the Akita shares h 
not included in the calculatim of cumulatiw rehun, the aamounts as 
at December 31, 1993 are $148 for the Class I non-wting shares and 
$146 for the Class U voting shares and the amounb as at December 
31, 1994 are $135 forthe Class I non-wtingshares and $134 for the 
Class 11 voting shares, and as at December 31, 1995 are $172 for the 
Class I non-voting shares and $1 70 f a  the Class 11 voting shares. 



xe ATCO Group ("ATCO") is pleased to report 

increased earnings for the eighth consecutive year. 

Earnings for the year ended December 31,1995, 

before payment of preferred share dividends were, 

$77.8 million on revenues of $1,736.9 million. 

Comparable figures for the previous year were earnings 

of $74.7 million on revenues of $1,831.5 million. After 

payment of preferred share dividends of $19.9 million 

($22.1 million in the previous year) earnings athibutable 

to Class I and Class 11 shares for the twelve months 

ended December 31, 1995 were $57.9 million or $1.90 

per share compared to $52.6 million or $1.73 per share 

*TC* in the previous year. 

The improved earnings were the result of the 

commencement of commercial operations at the 1030 

megawatt ("MW") Barlang Power Station, higher electric 

and natural gas sales and the acquisition of siguficant 

natural gas utility assets. 

A highlight of the year was the commissioning of 

the aforementioned Barking Power Station, a gas fired 

combined cycle generation plant in London, England. 

The plant was offidally opened in October by Britain's 

industry and energy minister, the Right Honourable 

Tim Eggar. 

'The ATCO Group subsidmy CU Power International 

Limited, had the lead role in design, construction 

supelvision and commissioning and is now operating 

the plant. The project is a great example of ATCO's 

capabilities in elecnic generation and as such provides 

a platform for future projects. 

R.D. Southern 

Chairman and Chief 

Executive Omcer 

1.0, Wood 

President and Chief 

Operating OfFcn 

CS. Richardson 
One such project led by the Australian subsidiary Vice Pr esid ent, 

of CU Power International Limited is the development Finance and Chief 
and operation of a gas fired 180 MW cogeneration plant 

OmCer 
near Adelaide, Australia. Financial close is scheduled for 

the second quarter of 1996 with construction starting 

immediately thereafter and operation expected to 

commence in early 1998. 

'The complementary natusal gas opemtiom conducted 

by CU Gas Limited ("CU Gas") are gaining momentum. 

Our strategy of combining natural gas gathering, trans- 

mission, processing, storage and marketing assets in a 

single entity provides the focus necessary for success by 

allowing CU Gas to offer a complete portfolio of services 

to prospective customers. 

The regulatory aspects of our utility operations 

continued to occupy a great deal of senior executive 

time in 1995 as the move toward increased deregulation 

continued. 

In May 1995, the Albesta Government passed the 

Elechic Utilities Act, which restructures the indus'ay and 

introduces competition in generation. In March 1995, 

portions of the Gas Utilities Statutes Amendments Act 

were enacted to allow customers to purchase natural 

gas directly from suppliers rather than only from 

Canadian Western Natural Gas and Northwestern 

Utilities. Additional details regarding these changes can 

be found in the narrative and in the Management's 

Discussion and Analysis sections of this report. 



ATCO has a unique initiative underway in Chile 

where ATCO Structures Inc. ("ASI") has for the first 

time granted a thii party, Tecno Fast S.A., a license to 

manufacture AS1 products utilizing the ATCO trademark. 

In addition, AS1 has a@ to joint venture with Tecno 

Fast, a leading Santiago, Chile construction company, 

on large complex projects which can benefit from 

ATCO's forty plus years of experience in manufacturing 

and installing workforce housing. 

In January 1995, ATCO's investment in ATCOR 

Resources Limited ("ATCOR") was sold to Forest Oil 

Corporation. Fomt also purchased all of the sham 

owned by the public. The purchase price was 54.88 per 
share which provided ATCO with groa prorreds of $84.5 

million. An attractive feature of the sale was Forest's 

agreement to employ all of ATCOR's p m n n e l  in their 

Canadian operations. 

The dedsion to sell was made because ATCO is 

earnings and dividend oriented. Oil and gas exploration 

and development companies such as ATCOR tend to 

focus on generating cash flow and reinvffting those 

funds to build assets. Because of this situation it was 

decided that shareholder value would be madmized by 

the sale. Shareholders o4wiously a@ because over 

9996 of the shares represented at the meeting, called to 

consider the transaction, voted in favour of the sale. 

The price of ATCO Ltd. shares, which grew by 23% 

during 1995, continued to out-perform the Toronto St& 

Exchange 300 index. The stock market performance is 

attributable, in part, to the fact that all segments of 
ATCO's operations continue to perform very well. This 

broad based s u m s  of our prinapal operating subsidiaries 

is one of ATCO's strongest attributes. 

The shong earnings of the pas? aght years, combined 

with recent asset sales, have resulted in ATCO Ltd. 

accumulating sigruficant cash wrves.  Management 

and the Board are now considaing appropriate stratepies, 

in our core businesses, to maximize shareholder value 

through the prudent investment of thee  funds. 

In March 1996, the ATCO Ltd. Board of Dimton 

increased the quarterly dividend to $0.11 per share, an 

increase of 22% over the amount paid previously. lhis 

increase is a reflfftion of the Board's confidence in the 

outlcak for the Corporation. 

In addition, the Board of D i  dedared a speaal 
dividend of $0.08 per share. This special dividend is 

being paid in w i t i o n  of the inaeased liquidity 

rmlting from the significant asset sales of the past 15 

months. Both the regular quarterly dividend and the 

spffial dividend are payable on March 29,1996 to 

shmholden of record on March 25, 1996. 

A number of management changes took place in 

1995 and early 1996. 

In January 1996, Ms. N.C. Southern was appointed 

Deputy Chainnan of ATCO Ltd. and Canadian Utilities 

Limited. 

In 1995, Mr. RG. Lock was appointed Senior Vice 

President, Office of the Chairman, ATCO Ltd. and 

Canadian Utilities Limited. In January 1996, Mr. Lock 

was appointed President of CU Power Australia Pty Ltd. 

Mr. P. J. House was appointed Vice Pmident, 

Corpomte Secretary, Office of the Chairman in February 

1996. He replaced Mr. D.P. Wood who retired after 30 

years of distinguished service. 

As was noted prrviously, this is the eighth mnmtive 

yearofinaeasedeamirpforATC0. Wearewryproudof 

this achievement and would Ue to thank our customers, 

employees, suppliers, dimton and shareholders, all of 

whom have played a vital role in this success. 

On behalf of the Board of Dimton, 

R.D. Southem 

Chairman and 

Chief Execufive OfFcer 

oB"C 
J.D. W& 

President and 

Chief Operating o f l i ~  

A highlight of the year was 

the commissioning of the 
aforementioned Barking Power 

Station a gas fired combined 
cycle generation plant in 
London, England. 



Nahu'al Gas Utility Operations 

T he Corporation's natural gas utility operations con- 

sist of two subsidiaries: Canadian Western Natural Gas 

Company Limited ("CWNG") whch serves southern 

Alberta, and Northwestern Utilities Limited ("NUL") 

which serves nortll-central Alberta. 

CWNG's customer base increased 2.1% in 1995. At 

year end, the company s e n d  348,143 customen in 115 

ATCO communities. 

Total CWNG system throughput was 183.1 peta- 

joules (PJ), up 9.9 % from 1994. The growth was the 

result of higher volumes transported for gas producers 

and increased temperature-sensitive sales. Temperatures 

were 5.8% colder than the previous year 

At year end, NUI. s e n d  377,051 customers in 175 

communities. The customer base grew 1.1'Yo in 1995. 

Total NUL system throughput was 470.8 I'J, up 

14.6% from the previous year. The gronlh resulted from 

acquisition of transmission assets, greater demand 

from a strong fertilizer market, increased demand for 

transportation to the gas export market and increased 

demand horn the petrochemical industry due to higher 

ATCO LI'D. 

Operations Review 

Capital expenditures by the two gas companies to 

provide for customer growth and to meet existing 

custom el.'^ needs totalled $141.7 million. The largest 

expenditure was NUL's acquisition in January 1995 of 

gas transmission pipelines and asscxiated facilities from 

Norcen F.nergy Resources Limited and North Canadian 

Oils Limited. CWNG's largest project was the t i t  stage of 

a three year program to upgrade field withdrawal capacity 

and improve efficiency and reliabity at the companfs 

production aod storage facility at Carbon, Alberta. 

At year end, CWNG's book value of property, plant 

and equipment, net of accumulated depredation, was 

$515.8 million and NUL's was $788.8 million. 

In May, a reorganization within Canahan Utilities 

Limited resulted in the appiniment of separate presidents 

responsible for CWNG, NUL and CU Gas L i t e d .  In 

October, the Gas Supply division of CWNG and NUL 

was e h a t e d .  Gas production and gas management 

services are now provided by CU Gas Ihnited. 

Alberta's Energy and Ublities Board ("EUB") approved 

regular and unscheduled applications by CWNG and 

NUL for changes in the winter and summer gas cost 

recoveq' rates. Since the cost of gas is a floiu-through, 

astomus received the full benefit of the price reductions. 

Work canied out 

at Canndian 

Western's Carbon 

storafe facility near 

Dmheller, Alberta 
to i n m e  

responsivmess, 

efticiency 

and saf@, 

Nahrral gas 

storage facilities at 

Carbon, Alberta. 
methanol prices. 'Temperatures in NULk sewice area 

were 1.5'% colder than in 1994. 





ATCO LTD. 

In March, portions of Alberta's Gas U ~ t i e s  Statutes 

Amendment Act (Bii 51) were enacted to allow the core 

market, that is residential, commercial and institutional 

customen, to purchase natural gas diuectly from suppliers 

of t11ei1 choice rather than exclusively from CWNG or 

NUI,. The EUB held public hearings on rates and terms 

and conditions for core market direct purchase in late 

1995. The mitdiing of core market customen from regular 

Arc0 sales service to durn purchase vvlll have no impact on 

total tluoughput and will have little impact on earnings. 

NUI. renegotiated franclise agreements with nine 

communities in 1995, includimgthe City of Edmonton 

whde CWNG renegotiated franchise agreements with 

thl.ee communities. 

In line with th& responsibhty to provide a healthy 

and safe workplace for employees and the public, 

CWNG and NUL developed a re~lsed alcohol and drug 

policy which was implemented in February 1996. 

Random alcohol and drug testing for safety-sensitive 

positions is scheduled to be introduced in 1996. 

'lhe ongohg commitment of NUL and CWNG to 

protection of the environment continued in 1995. The 

companies developed an environmental management 

system and confinued a program of training all employ- 

ees regarding envirolmental policies and procedures. 

CU GAS LIMII'ED 

CU Gas Limited's natural gas-related complementary 

business activities in 1995 centred on the areas of natural 

gas gathering and processing, natural gas storage and 

water ttansmission and dmibution. Restructuring in 

late 1995 saw the integration of the gas supply groups 

of Canadian Westem Natural Gas and Northwestern 

Utilities into CU Gas. The merging of these groups has 

resulted in an enhanced focus in the areas of natural gas 

gathedng and processing, storage and hub senlces, and 

natural gas supply production and transmission. 

'lo complement and add value to its purchase from 

Norcen in early 1995 of the natural gas gathering and 

processing assets of Mid-West Gas Transmission Ltd., CU 

Gas applied for and received EUB approval to conshuct 

a 35 million cubic feet per day ("mmdd") liquids 

extraction facility near the hamlet of Villeneuve north 

of Edmonton. This plant will be constructed in 1996 

and will process gas from the CU Gas gathering system. 

The Edmonton Ethane Extraction Plant continues 

to peifoolm well. In 1995 operating costs were reduced, 

throughput was mnaxinized and the cost of shrmkage 

makeup significantly reduced as a result of the 

syuergie? arising from CU Gas ownership of the Mid-West 

Gas Transmission assets. CU Gas is confident these h g h  

levels of throughput will be maintained in future yean. 

New performance levels were achieved at the 

Carbon Storage facility in 1995. Records established 

included the October storage inventory of 44 PJ and the 

storage gas ~lthdrawal rate of 600 TJ per day. This 

enhanced perfomiauce resulted from the 1995 capital 

program at Carbon whidi included the installation of a 

new 20 inch field line, the drilling of a serond horizontal 

well and the reconfiguration of the facility into three gas 

stteams. Additional benefits include improved reliability, 

efficiency, safety responsiveness and the positioning of 

the Carbon storage facility for future expansion. 

Northwestern used 

directional drilling 

as it replaced the 

gas transmission 

line crossing the 

Pembina River new 

Sangudu, about 

80 kms northwest 

of Edmonton. 

During 1995, 

Canada's first 

natural $as 

refi~elling facility 

at an fliryort 

opened at 

Edmonbn 

Intmational 

Airport 





ATCO LTD. 

The aforementioned reorganization brought all 

aspeas of the Carbon facility - marketing, operations 

and capital expansion - under the management of a 

single group, the Gas Senices division of CU Gas. 

Deregulation, competition and increased gas marketing 

saphistication have made storage and huh services 

inaeasingy important components in the natural gas 

market. 'this coordinated organization will pursue new 

opportunities to meet customers' needs while utilizing 

Alberta's most strategically located storage and hub fadlity. 

ATCO 
CU Gas' Golden Spike 

1 gas plant west 

ofEdmonton. 

The Gas Supply division of CU Gas has assisted in 

the management of the gas supply portfolios for its affili- 

ated natural gas utilities, Canadian Western and 

Northwestern. 'his portfolio management is performed 

on the basis of a management contract which includes 

gas supply portfolio planning, the negotiation of supply 

arrangements and the procurement of gas supply. The 

utilities' portfolio (219 PJ) is comprised primarily of an Stripping the 

aggregation of gas supplies to serve Northwestern and sulphur out of 

Canadian Westem customers. Staff performing these tail gases at 

functions were transfend from the uiilities to CU Gas at CU Gas' 

the time of the reorganization. Carbondale 

The portfolio management services provided to the gas plant 

utilities also include regulatory tilings in support of the 

utilities' gas purchasing activities. The company took the 

lead in presenting the uiilities in the regulatory hearing 

intended to open the Alberta core market to direct gas 

sales. In addition, CU Gas completed the regulatory hl- 

ing of the utilities' deferred gas accounts (flow-through 

accounts for natural gas costs) and implemented revised 

pmedutes to reduce administration for everyone 

involved. 

In 1995, the non-core production assets of both 

Canadian Western and Northwestern were padtaged for 

sale to the industIy. The program was successful with 

the majority of the properhes being sold. 

During 1995, a three-dimensional seismic program 

was conducted at Carbon to idenhfy future drilling loca- 

tions and evaluate the potential in other horizons and a 

hokontal well was Wed to increase storage deliverahfi- 

ity and injectivity. Pipe rack at 

With the tmnsition toward deregulation of the nat- CU Gar' 
ural gas industry and the resulhng inaease in competi- ethane extraction 

tion, new opportnnities will develop in the area of gas plant at Fort 

transmission in western Canada. With its new organiza- Saskatckewan. 

tion, CU Gas has the resources and mandate to pursue 

these opporbnities. 





Yukon Ele&'cal is involved with 

testing Yukon Energy's wid turbine 

near Whitehorse, Yukon Tm'tory. 

ATCO LTD. 

Electric Utilities Operatiom 

A ~ t x r t a  Power Limited (.APL") and itr subsidiaries, 

m e  Ynkon Electrical Company Limited, Northland 

Utilities L i t e d  and Northland Utilities 

(Yellowknife) Limited serve 176,800 customers in 359 

communities. During 1995 sales increased by 3.4% to 

a total of 8,886 million kilowatt hours. 
ATco In Alberta, sales growth was driven by industrial 

development particularly in the oil and gas and forestry 

sectors. Industrial sales which sqassed 6,000 million 

kilowatt hours account for more than 72% of APES sales 

In May, the Alberta govemment passed its new 

Elechic Utilities Act which brings changes to th 

of the industry and introduces competition in the 

generation sector. Throughout 1995, APL made major 

contributions to shaping the legislation and the 

accompanying regulations 

Innovations that were developxi M g h  discuss'~ons 

with industly, consumer and environmental groups 

include a new power pool through which all electdc 

energy trading in the province will be carried out. This 

pool creates an hourly spot market for ele&idty. APL 

played a key role in developing the rules and systems 

under which the p o l  will operate. 

In the transmission segment of the industry an 

administrator will contract with owners of transmission 

facilities to provide the transmission services needed to 

serve customers throughout the province. The Grid 

Company of AlbeIta Inc. ("GridCo") was created through 

a joint agreement among the four utilities owning 

transmission services and GridCo was appointed trans- 

mission administrator by the provincial government in 

November. Jim Beckett, APL's Vice Resident, Transmission 

is serving the first t m  as President of GridCo. 

During 1995 APL invested more than $111 million 

in capital projects. $50 million of this amount was 

spent on distribution projects as the company added 

nearly 1700 kilometres of new distribution lines. The 

major upgrade to the H.R Milner generating station at 

Grande Cache commenced in 1995 with $9.6 million 

being spent. 

The Yukon Electric Company Limited continues to 

manage some $121 million of generation, transmission 

and distribution assets of the Yukon Energy Corporation 

which is owned by the Yukon Temtorial Government. 

The two companies combimed have 14,423 customers, 

an increase of some 4% in the past year. 

In the Northwest Territories, the Company serves 

Yellowknife, Hay River and seven other communities. 

Capital spending was approximately $2 million to meet 

the growth in the number of customers. 

Solar panels 

for heating a 

community 

swimmingpool 

at Drumheller, 

part of an 

Alberta Power 

conservation 

demonstralion 

project. 

Alberta Power 

facilities sm'ng 

indushial customer, 

Sceptre Resources. 





Ron Southern, Chairman and Chief Executive Oflicer, 

ATCO and CU and Dick Walthall, Barking Plant Manager 

address visitors at  the Oflicial Opening of the 

garking ~ o w e r  ~ l d n t  on October 18, 1995. 

CU POWER INTERNATION.4L LIMllED 

CU Power International limited ("CUI'II.") was 

established in 1988 to participate in the deregulated and 

highly competitive world elech-icity markets. 

CUI'II. now operates 1,014 MTV of generating capacity 

and has a recognized reputation as a lorn,-cost producer 

Among CUPIL's accomplishments in 1995 were the Agreements are being negotiated to hell elechic 

enerby to USA Corporation, the state-owned utility, 

and steam to Penrice Soda Products Pty Ltd., a producer 

of soda ash. Financial close for the $170 million, non- 

recourse financing package is scheduled for the second 

quarter of 1996. Construction will start immediately 

thereafter, with commercial operations scheduled to 

commence during the first half of 1998. 

CUPlL will lead the development, constn~ction 

and operation of the project, a 50150 joint venture 

partnership with Boral Limited. 

The 118 hflV McMahou Cogeneration plant in 

Ijylor, B.C. exceeded its availability targets in 1995. The 

station provides electriaty to the British Columbia grid 

and stean~ to a plant owned by CUPII!s joint venture 

partner, Westcoast Energy Inc. Power sales began in 

liovemba 199'1 under a 20 year agreement with BC 

Hydro. 
liegotiations are ongoing with a number of potential 

pamers in korth Ame~ica, England, Europe and 

AustraLia regarding independent power development 

opportunities which complement CUPIL's expertise and 

position it for continued growth in selected national 

and international markets. 

ATCOR RESOURCFS 1:I'D. 

The Group's interest in ATCOR Resources Ltd. 

(",4TCOR") was sold effectivelanuary 31, 1996. The 

details of the sale are outlined in the Letter to the 

Shareholders and the Management's Discussion and 

Analysis. 

ATCOR's eamings are retlected in the Consolidated 

Statement of Earnings and Reiained Earnings as 

Discontinued Operations. (Please refer to the financial 

statements Note 5 - Discontinued Operations.) 

commissioning of the Barlung I'ower Station in London, 

England, the purchase n~ith joint venture partner, 

London Electricity plc, of a cogeneration facility at 

Heathmw Auport which CUPII. operates and the signing 
Cofeneration plant 

at lundon's 

Heathrow Airport 

now operated by 

CUPower 

hltemtioml 

Limitd 

of a Heads of Agreement with USA Corporation and 

Penrice Soda Products IYy Ltd, to develop a 180 MW 

cogeneration plant near Adelaide, Australia. 

Conshuction of the 1,OM) MV, $1.4 billion, natural 

gah-fired, combined-cyle generating plant at Barking, in 

Imdon, England wac completed during 1995 

Commercial operations of Block 1 (400 MW) began in 
Arc0 May while ~ ~ o c l i  2 ( 6 ~ )  kiw) came on heam injune. 

CUPll. was responsible for the owners' engineering role 

during construction which required a peak work force of 

1,850. CUPIL is also responsible for operating the plant. 

Thames Power Limited, a company jointly owned 

by CUP1I:s UK subsidar)? and BICC plc, an international 

engineering and cable manufaburer, owns 51% of the 

1 OOO MCV Barking 

Powerplant, lout- 

ed in East London, 

Ensland began 

commercial opera- 

tion in May, 1995. 

Barkng project. 

InJuly CUPlL and a subsidiary of London Electricity 

plc purchased a cogeneration plant at London's 

tleathrow Airport from BAA plc. The plant, which has 

a 14 MW gas-fired turbine and a 40 MW boiler, 1s 

supplying electricity and hot water to BAA plc for a 15 

year term. 

During 1995, CURL and Boral Limited, an 

Aushalian building materials and energy company, 

agmd to develop a 180 W cogeneration plant near 

Adelaide. South Australia. 





.,...- c Corporation ("Frontec , ... 
Canadian leader i n  the provision I 

project management and technical 

services for customers i n  the indnsb 

efence and  transportation sectors. 

w ith its corporate offices in Edmonton, Frontec 

Corporation ("Frontec") employs over 400 technical 

and management professionals in offices anoss 

Canada and in Alaska. 

ATCO In April, a new joint venture of Frontec and the Pan 

Arctic Inuit bgistics Corporation ("PAIL") was awarded 

a five year contract to operate and maintain the North 

Warning System, a network of over SO radar and logistics 

support sites across the Arctic and along the Labrador 

coast. A unique element of this new joint venture is 

the training program under which PAIL will remit, and 

Frontec will hain, 20 Inuit per year over a five year period. 

Operationally, Frontec successfully re-co@ured the 

system to allow for remote operation of nine long range 

radar sites. Llnder this innovative cost-reduction initiative, 

all sites will now be operated and maintained from five 

strategically located logistics support sites. Frontec hopes 

to draw on this experience with the North Waming 

System to introduce a similar program for the Alaska 

Radar System project which is co-managed by Frontec 

and its partner, native-owned Piquniq Management 

Corporation. 

Early in 1995,l~rontec expanded its airport operations 

work with the addition of a new contract to operate 

and maintain the Castlegar Airport in British Columbia. 

On Canada's east coast, Prontec was awarded a contract 

to provide aiiport management services at Canadian 

Forces Base Shearwater, near Halifax. 

Frontec's Calgary-based Iris Installation Project 

reached a number of significant milestones in 1995. In 

addition to achieving IS0 9002 certification, Frontec 

completed its first Engineering Development Model Frontec provides 

("EDM), a forerunner to a fully qualified and accepted airP'Jfl m m X m  

vehicle installation. The EDM is essential to ensure that s h c e s  includ& 

the installation hardware, as designed, can be manu- firefighh'nl at 

factured and installed to support the system. the Casflp, 

Another of Frontec's operations, Yellowknife-based B.C. airport 

Narwhal Arctic Services, provides airpo~t services, facilities 

management, construction and logistics support in the 

High Arctic. Nanuhal's ongoing projects include the 

operation and maintenance of the Resolute Bay Airport 

and support to high arctic weather stations at Eureka 

and Mould Bay, as well as the operation of the Narwhal ~ i ~ i n ~  exp[Dr& 
Hotel and the maintenance of the Solar Wind camp at Voisey's 
Observatory, both in Resolute Bay. Bay, L&&. 

In January, Frontec expanded its operation and Frontec has s i p d  
maintenance capabities by purchasing A'YCO's I'ropetty a joint venfmr 
Management Group. This Group manages industrial agree& tD 
sites, commeraal office towers and retail space in several provide suppoPt 
centres in Alberta. s e n k  p 

Frontec has also signed a joint venture agreement exploration mi 
with the Labrador Inuit Development Corporation to developmart 
pursue promiimg opportunities in the transportation, adivay. 
logistics and support seivices in Iabmdor's Voiscy's Bay 

region, site of sipficant nickel, copper and cobalt 

discoveries. Work will be performed by lbmgait Services 

Inc., a newly incorporated Newfoundland company 

formed as a result of this agreement. 

As the leader in the technical support services 

industry in Canada, Frontec is well positioned to 

meet the evolving needs of customers both in North 

America and abroad. 





A T c o  structures ~ n c  experienced a very 

successful year in 1995. 

The program to modernize the existing workforce 

housing fleet continued with the sale of used units 

further reducing the fleet from 1,950 units in 1994 to 

1,400 units at year end. In conjunction with these 

Arc0 sales, AS1 introduced its "New Generation" of industrid 

housing products incorporating both new materials and 

designs. The new units were widely accepted by both sales 

and rental customers and approximately $4.0 million 

was invested in new rental fleet units. 

The largest single project awarded to AS1 in 1995 

was the $20 million contract for a permanent housing 

facility for the Falconbridge Ltd. Raglan Nickel project 

in the Deception Bay area of northern Quebec. The 

170,000 square foot facility will provide state-of-the-art 

housing for 300 personnel. Manufacturing commenced 

in 1995 and will be completed by June 1996. Installation 

is scheduled to be complete by January 1, 1997. 

Late in the year, ATCO Structures entered into a five 

year licensing agreement with'l'ecno Fast S.A., a leading 

manufacturing and construction company based in 

Santiago, Chile. The agreement provides Temo Fast 

with the exclusive rights to utilize the A X 0  trademark 

and to manufacture K C 0  products from its location 

in South America. In addition, the two companies will 

work in a joint venture on those large projecis which 

require direct paiticipation by A'l'CO's expeuienced 

manufacturing and field installation personnel. 

ATCO Sfru&m' 
main manry'miwiy 

facility in C U M ,  
The level of activity in the Budapest, Hungary 

Alberta is operuldg 
manufacturing facility was below expectations however, 

at full prndufh 
orden were completed for a variety of products including 

c a p d y  
camps, schools, wellsites and Fold-A-Way buildings 

which were delivered to various l ~ a t i o n s  in Ehstern 

Europe. ATCO Europe Ltd., a subsidiary of ASI, was 

recently awarded a significant order for the supply of 

housing and related facilities for the peacekeeping 

forces in Bosnia. It is expected that the reconstruction 

of Bosnia and Croatia will provide similar opportunities 

in the future. 

Internationally, AS1 provided a 200 person camp 

for a natural gas power project in India. Other projects 

were successfully completed in Russia, Bulgaria, 

Thaikastan, Uzbekistan and the Ukraine. 

The 1996 outlook is promising. The year started 

with good production backlogs and the opportunities 

in Eastern Europe and South America should more 

than offset any slowdown in Canada. 

A 420 person 
refurbished 

workforce housing 
facility provided by 

ATCO to a F l h  

Challenge pulprll 

in Mackenzie, B.C. 
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ATCO's manufacturingplant in 

Budapest, Hungary produced 

dormitory housing and kitchen 

facilities to Brown & Rwt  for the 

US.  NATO forces serving in Bosnia 

and Croatia. Units were transported 

by rail from Budapest to Slavonski 

Brod, the marshalling area for all 

components, thtn loaded onto tnuks 
for transport to Zupanja, then on to 

Tuzla and Lukavac areas of Croatia. 

ATCO ako supmised the installation 

of the units at the various sites. 

ATCO Structures also 

provided several Fold-a-way 

storage buildings to the NATO 

forces in Bosnia. 



ATCO NOISE MANAGEMENT 

The ATCO Noise Management Division of AS1 

operates as a turnkey supplier of acoustic buildings, 

acoustic barriers, and the &ofit of existing facilities for 

the control of environmental noise. AU projects incor- 

porate proprietary technology developed and tested by 

the Division. 
In 1995, significant diversi6cation was experienced 

beyond the traditional markets of compressor station 
and highway noise control. Contracts were received for 

the acoustic txatment of three cogeneration plants: 
two for TransCanada PipeLines at Kapuskasing and 

North Bay, Ontario and one for Northland Power at 
Iroquois Falls, Ontario. In addition the Division received 

its first overseas contract from BOC Process Plants, 

United Kingdom for work on an oxygen plant in Poland. 

These projects, together with acoustic buildings 

supplied on four TransCanada PipeLlnes comprewr 

stations in Ontario and retrofit work on four stations 

for Northwest Pipeline Corporation in Wa$hington, 

constituted a year of rapid growth for the Division. 

'The outlook for the future is bright with the 

inaeasing awareness of the negative effects of noise 

poUution promisiig to open up further markets for the 

ATCO LTD. 
ATCO Noise 
Management 
designed, supplied 
and installed a new - acoustic building 
envelope for 

I 
Northwest Pipelin? 
Corporation - Sumas 
"A" compressor 
station in Sumas, 
Washington. 

Division. In this regard, ATCO Noise Mmagement has 

recently received contracts for three compressor build- 
ings in Ontario and Saskatchewan and an extensive 

retrofit program on a number of compressor stations in 
Washington and Oregon. 

The TransCanada 

Pipelines - Station 99 

compressor station 

located at Smwth  Rock 

Falls, Ontario is ATCO 

Noise M a ~ g ~ n o t t ' s  

most acoustic building 

to date. 



ATCO LTD 

Management's Discussion and 
Analysis of Financial Condition 
and Results of Operations 

INTRODUCTION 

x e  following d i w i o n  and analysis of hancial 

condition and d t s  of operations of ATCO Ltd. for 

the two years ended December 31,1995 should be read 

in conjunction with the audited consolidated hancial 

statements which include the accounts of ATCO Ltd. 
and all of its subsidiaries ("ATCO). The principal sub 

sidiaries are Canadian Utilities Limited ("Canadian 

Utilities'?, of which ATCO LM. om 41.29% of the 

Class A non-voting sham and 67.52% of the Class B 
common shares, for an agpgate ownership of 

51.19%, and ATCO Structures hc. ("ATCO Structures") 

(100% owned). Canadian Utilities has published an 

Annual Report containing its Managements Divussion 

and Analysis of Financial Condition and Results of 

Operations. Please refer to Shareholders' Information 

on the back inside cover of this annual report to 

obtain copies. 

BUSINESS 

ATCO Ltd. is a management holding company with 

operating subsidiaries engaged in the following budnersg: 

Generation, transmission and distribution of eledric 

energy by its utility subsidiaries Alberta Power Limited 

("Alberta Power"), Yukon Elechical Company Limited, 

Northland Utilities Limited, Northland Utilities 

(Yellowlolife) Limited and dwdopment, ownership 

and operation of independent power and cogeneration 

projects by CU Power International Limited ("CUPIL"). 

Natural Gas 

Production, transmission and distribution of natural 

gas by its utility subsidiaries Canadian Western Natural 

Gas Company Limited ("Canadian Western Natural 

Gas") and Northwestern Utilities Limited 

("Northwestern Utilities"), natuml gas gathering and 

processing and storage by CU Gas Limited ("CU Gas") 

and water transmission and distribution by CU Water 

Limited ("CU Water"). 

Facilities Management and Lofi$tics 

Operation and maintenance, and facilities management 

by Frontec Corporation, Frontec @ h c s  Cop. 

("Frontec Logistics") and Frontec Services Limited, 

owned by Canadian Utilities. 

Manufactur@ and Leasing 

Manufacture, sale and lease of relocatable Workforce 

Housing shelter produrn and design and construction 

of buildings to reduce noise emissions from industrial 

facilities by ATCO Structures. 

Othn 

Real estate and travel agency services by ATCO 

Investments Ltd., a wholly-owned subsidiary of 

ATCO Ltd. 
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CONSOLIDATED RESULTS OF OPERATIONS 

Segmented revenues and earnings, being earnings 

before income taxes and noncontrolling interests, 

for the years 1994 and 1995 were as follows: 

Rwenues ($ Millions) Earnings (I Millionr) 

1995 1994 1995 1994 

Electnc Power 771.0 688.1 204.9 195.8 

Natural Gas 807.0 914.5 130.2 128.9 

Facilities Management and Logistics 

Manufacturing and Leasing 

Other 

lntersegment 

Total 

On December 12, 1995, ATCO Ltd., Canadian Utilities 

Limited and CanUtilities Holdings Ltd. entered into 
an agreement with Forest Oil Corporation ("Forest") 

of Denver, Colorado, whereby Forest agreed to acquire 

all of the issued and outstanding sham of ATCOR 

Resources Ltd. ("ATCOR") for $4.88 per Class A 

non-voting share and Class B common share. As part 

of the transaction, ATCO Ltd. and Canadian Utilities 

Limited agreed to purchase 50% of ATCOR's frontier 

oil and gas holdings, 54% of ATCOR's one-third interest 
in the Edmonton Ethane Extraction Plant and certain 

marketable securities for approximately $21.3 million. 
ATCO Ltd., Canadian Utilities Limited and CanUtilities 

Holdings Ltd. owned 8,009,721 Class A non-voting 

shares and 9,314,346 Class B common sham of 

ATCOR. The transactions closed in early 1996. 

As a result of the sale of the ATCOR sham, ATCO's 

oil and gas segment has been amounted for as a 
discontinued o p t i o n  in the consolidated 

finanaal statements. 

BUSINESS RlSKS 

Utility Rate Regulation 

ATCO's utility operations in Alberta are subject to the 

jurirdiction of the Alberta Energy and Utilities Bod 
("EUB) which, among other things, is vested with broad 

powers of supervision with respm to the construction 

and o p t i o n  of elechic energy and natuml gas facilities 

within the province and broad powers of regulation in 

respea of rates charged for electric energy, natural gas 
and water. The EUB approves customer rates based on 

the revenue required to r ~ o v e r  estimated operating 
expenres, depreciation and taxes payable and to provide 

afa irretumonratebase ,a l l in~ofhtes tyem.  

Rate base consists of the depreciated cost of utility assets 

and an allowance for working capital. Retum on rate 
base is designed to meet the cost of interest on long term 

debt and dividends on preferred sham and to provide 
the common shareholders with an opportunity to earn 
a fair return on their investment. 
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The determination of a fair return to the common 

shareholders involves an a,vament by the EUB of many 

factors, including retums on alternative investment 

opportunities of comparable risk and the level of return 
which will enable a utility to attmct the necessary capital 

to fund its operations. 

The detamination of customer rates is based on antiapat- 

ed energy sales consistent with a forecast of economic 
and business conditions and o p t i n g  expenses. For 

natural gas utility operations, customer rates are also 
based on antiapated energy sales at normal temperature 

which is defined as the average temperature for the pre- 
vious 20 years. 

The Electric Energy Marketing Act ("EEMA") came into 

effect in September 1982 with the objective of equaliz- 

ing the generation and transmission costs of eleclric 

energy throughout the province of Alberta. This equal- 
ization of costs (the EEMA program) was achieved by 

ATCO having each participating utility sell its electric energy 

to EEMA based on its own generation and transmis- 

sion costs and then purchase the electric energy back 
from EEMA at the average generation and tmnsmission 

costs of the partiapating utilities. Alberta Power sold 

electric energy to EEMA at prices greater than those at 

whichitpurchasedtheelechicenergyfromEEMk'Ihis 
condition was primarily due to Alberta Power's larger 

more m o t e  service area and newer asset base relative 
to the other utilities partiapating in this program. The 

entire benefit from the difference in prices was pawd 

on to the customers of Alberta Power. As a consequence, 

the operations of EEMA did not have a material effect 
on ATCO's earnings. 

It is on a 

non-recourse basis where the lender's recourse m 'ur - 
the event of default is limited ta the &sines and 

assets of the pmject in quertion and not to the 
. business and assets of ATCO as a whole I 

EEMA was repealed and replaced by the Electric Utilities 

Act ("EUA") effective January 1, 1996. The system of 

regulation of the electric utility industry in Alberta has 

undergone si@cant change with the implementation 
of the Electric Utilities Act (Refer to "Electric Power - 

Busi is  Outlook"). 

ATCO's utility operations are subject to the n o d  

risk faced by al l  regulated utility companies. These 
risk include the approval of customer rates by the EUB 

which permit a reasonable opportunity to recover on a 

timely basis the estimated costs of providvlg service, 

including a fair retum on investment in utility assets. 
ATCO's ability to recover the actual costs of providing 

senice and to eam the approved rates of retum 

depends on achieving the forecasts established in the 
rate-making process. Changes in natural gas supply 

costs have a negligble effect on ATCO's earnings. Refer 

to page 28. 

Indepotdent Paver Projects 

For independent power projects, it is ATCO's policy to 

limit risk by entering into long term contracts with 

purchasers for the output of projects and with key sup 
pliers. In addition, it is ATCO's policy to hance these 

projects on a non-recorn basii whereby the lendefs 
recourse in the event of default is limited to the busi- 

ness and assets of the project in question and not to 
the buhms and assets of ATCO as a whole. 

Environment 

ATCO LM.3 o p t i n g  subsidiaries are subject to ewtensive 
federal, provincial and local environmental protection 

laws concerning emissions to the air, discharges to 
surface and subsurface waters, land uw activities and 

the handling, manufacturing, processing, use, emission 
and disposal of materials and waste products. In 

Alberta, protection of the environment is generally 

governed by the Alberta Environmental Protection and 
Mancement Act. The operating subsidiaries' facilities 

have aU necessary permits and licences as rrquirrd by 

law to carry on their operations. 
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The operating subsidiaries of ATCO Ltd. are committed 

to preserving and proteaing the environment and 

mhhizing the discharge of deleterious materials into 

the environment in accordance with environmental 

proteaion laws and regulations. Nevertheless, some risk 

of unintentional violation of environmental protection 

laws and the resulting liability is inherent in particular 

operations of these subsidiaries, as it is with other 

companies engaged in similar businesses. There can be 

no assurance that material costs and liabilities will not be 

inmed.  To mitigate these costs, ATCO carries insurance 

against third party claims for bodily injury and property 

damage arising from a sudden and accidental event or 

occurrence resulting horn an unexpected release of 

pollutants or contaminants. 

ATCO Ltd. d m  not expect that environmental protection 

laws and regulations will affect its operating subsidiaries 

diierently from other companies in the industries in 

which they operate. Identifiable expenditures for 

pollution abatement and control for ATCO Ltd. operating 

subsidiaries were approximately $4.4 million in 1995 
and are estimated to be $6.5 million in 1996. Costs of 

compliance with existing laws and regulations are not 

expected to have a material impact on the earnings or 

the competitive position of the operating subsidiaries 

of ATCO Ltd. 

ELECTRIC POWER 

Operatin$ Results 

The segmented earnings of ATCO's Electric Power 

operations for 1995 increased by 4.6% from $195.8 
million to $204.9 million. 

Revenues in 1995 increased by $82.9 million or 12.0% 
to $771.0 million. Of th'is increase, $65.0 million was 

the result of in& revenues from independent power 

production, primarily due to the commencement of 

commercial operations at the Barking power station 

during 1995, and $16.3 million was due to higher sales 

by Alberta Power. Of the increase in Alberta Power 

sales, $1 1.9 million was due to higher industrial sales, 

mainly in the oilfield ($6.4 million) and gas and oil 

processing ($3.6 million) sectors. 

Operating costs for 1995 increased by $51.5 million or 

16.8% to $358.1 million, primarily due to an increare 

of $37.4 d i o n  in fuel and purchased power expses .  

CUPIL accounted for $26.2 million of the inneax, 

primarily as a result of the Barking Power Station, and 

Alberta Power awunted for $10.5 million due to h@er 

sales. Alberta Power's fuel costs are mostly coal supply. 

To protect against volatility in coal prim, Alberta Power 

owns or has committed under long term contram 

sufficient coal supplies for the anticipated lives of its 

coal-fired generating plants. The% contxts are at prices 

that are either fixed or indexed to inflation. Operation 

and maintenance expenses increased by $14.0 million 

mainly as a result of the Barking Power Station. 

Depredation expense i n d  by $9.3 million to $103.1 
million in 1995. This i n m e  was primarily as a result 

of the commencement of commercial operations at the 

B a h g  Power Station ($4.5 million) and capital additions 

by Alberta Power during 1995 ($4.1 million). 

Interest expense inarascd from $97.9 million to $118.7 
million in 1995. This innease is primarily due to the 

commencement of commercial operation of the Barking 

Power Station. Interest was capitalized during the 

construction phase of the Barking Power Station. 

Business Outlook 

REGULATORY 

The EUA enacted in May 1995, is the result of a con- 

sensus reached after several years of discussion among 

Alberta's elechic utilities (including Alberta Power), cus- 

tomers, independent power pmducen, environmental 

groups and the Alberta government r e g a m  changes 

to Alberta's electric industry. The EUA provides, among 

other things, for separate tariffs at the wholesale level 

for generation and transmission in addition to those 

retail rates which currently exist for distribution, 

unregulated new electric generation, mechanisms to 

effectively replace EEMA and the use of incentive 

regulation. There is also a requirement to study the 

feasibility of retail customers buying their in~~emental 

electric energy requirements from supplim other than 

their local electric utility. The EUA took effect on 

January 1, 1996. 
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The EUA r e q W  that sepmte tariffs and retail rates be 
approved by the EUB. The new tariffs will allow any 

owner of a regulated or non-regulated generating unit 

to have access to the transmission systems of Alberta's 

utilities and thus facilitate the sale of its power to the 
distribution utilities in the province. The same trans- 

mission tariff will be charged to each distribution utility 

regardless of the location. 

Under the EUA, new generation assets will not be con- 

sidered part of utility optations and will not be regulated 
by the EUB. However, owners of non-regulated generating 

units as well as owners of regulated generating units m u t  
sell theu power through a competitive power pool 

established by the EUA. The power pool functions as a 

spot market, matching demand with supply to establish 

an hourly pool price. The power pool is operated by 
the Power Pool Council whose primary function is to 

ensure fair and open competition for the exchange of 

electric energy. The Power Pool Council's membership 
ATCo includes Alberta's electric utilities (including Alberta 

Power) as weU as intervenors and other Nstomer p u p s .  

Effective December 31,1995, EEMA was repealed 

and replaced by the EUA. Under the EEMA program all 

customers t l w o u t  the province of Alberta paid the 
same average price for generation and transmission. The 

EUA provides that the averaging p n x w  will continue 

for transmission and existing generating fadlities, but 

he  changes enacted by the EUA arcnot  expe$6dd,, 
r;ii 

to have a s i ~ i f i c a n t j , p c t  , o q t h e  . ,C(.-. electric utility . . 
industry or Alberta Powq in thenea+Q&be&lise ' 

existing generating capacity in A I M  isexpaw 
t o  be sufficient to meet the needs of customemfor , ' ]  
the rest of the  d 

that the costs of future generating facilities will not be 
averaged. Each distribution utility is responsible for 

obtaining the new electric generating capacity needed 

to meet the needs of customers in its service area. 

The EUA requires that the EUB, when considering any 

rates requested by a regulated electric utility, ensure 
that the rates provide for incentives for efficiencies that 

result in cost savings or other benefits that can be shared 
in an equitable manner between the electric utility and 

its customers. It is not known at this t h e  if this 
requirement will affect the efficiency incentives currently 

in existence in Alberta. 

As part of the EUA and the new elechic i n d m  structure, 

it has been agreed that a study, commencing in 1996, 
be conducted into the feasibility of retail customers 

buying theu incremental electric energy requirements 

from suppliers other than their local elechic utility. 
Currently only wholesale customers, namely distribution 

utilities, are allowed to purchase the electric energy 

required to meet customer needs in e x m  of the amounts 

supplied by existing generation horn the supplier of 
their choice. A committee, which induds representatives 

from the Alberta government, Alberta's elechic utilities 
(including Alberta Power) as well as intervenors and 

other customer groups, has been established to review 

the matter. It is not known when the findings of the 

committee will be available. 

The changes enacted by the EUA are not expected to 

have a sigmficant impact on the electric utility indusiq 
or Alberta Power in the near term becaw existing 

generating capacity in Alberta is w e d  to be sufficient 

to meet the needs of customers for the rest of the decade. 

As required under the EUA, Alberta Power filed a general 

rate application with the EUB on October 31,1995 
seeking, among other things, approval for wholesale 

tariffs for each of generation and transmission and retail 
rates. A hearing was held in November 1995 and a 

decision was issued on December 21, 1995 approving 

tariffs on an interim refundable basis which resulted in 

no change in existing retail rates. 



The application also requested a 2.9?h inuease in retail 

rates to mover estimated operating expem, i n v b e n t  

in assets and a fair retum on common equity for the 

1996 test year. The application incorporates forecast costs 

which, among other t h i s ,  are based on a rate of retum 

of 12.75% on the portion of rate base considered to be 

financed by common equity. A hearing is scheduled to 

commenceJuly 15, 1996 to determine the amount of 
increase, if any, in the final tariffs and retail rates. 

On December 19,1994, an association of industrial 

power customers tiled an application with the EUB 

requesting a review of the rates charged by Alberta 

Power for 1994. On Match 1,1995 a similar application 

was filed with the EUB for 1995. Both the 1994 and 1995 

applications were dismissed in their entirety by the EUB 

in decisions issued May 31, 1995. Subsequently, the 

industrial power customers filed an application for a 

review and variance with the EUB regarding Alberta 

Power's 1995 rates and an application for leave to appeal 

with the Alberta Court of Appeal. On December 21,1995, 

the EUB issued a decision denying the review and 

variance application. The application for leave to appeal 

is expected to be heard by the Alberta Court of Appeal 

in 1996. 

CAPITAL EXPENDITURES 

Capital expenditures in Alberta Power's electric utility 

operations are expected to average $100 million per 

year over the next five years, down 20% from the $125 

million per year average of the past five years. 

INDEPENDENT POWER 

Canadian Utilities has a 50% equity interest in Thames 
Power Ltd., based in London, England. Thames Power 

Ltd. has a 51% interest in Barking Power L i t e d  which 

operates a 1,000 megawatt, natural gas-fired, combined- 

cycle generating plant at Barking in London, England. 

The Barking generating plant commenced operations 

during May 1995, consequently earnings for 1996 will 

reflect a full year's operations. 

In 1995, CUPIL and 

Limited, an  Austtali 

and energy group, ente& kto 
venture agreement to divelop, 

Osborne, South RudinrlisT'  

- 
In July 1995, a 50150 joint venture of CUPIL and a sub 

sidiary of London Electricity plc pmhased and oper- 

ates a facility consisting of a 14 megawatt natural gas tm- 

&me, 40 megawatt of boiler capaaty and an assodated 

heat distribution system at London's Heathrow Airport. 
This joint venture entered into a 15 year energy s e ~ c e s  

contract with BAA pk, owners of the Heathrow Auport, 
for aU of the electric energy and hot water produced by 

the facility. A contract has been signed for a 15 year 

supply of natural gas. As a result of required overhauling 

and upgrading, this facility did not cnntribute to earnings 

in 1995 but is expeaed to contribute to earnings in 1996. 

In 1995, CUPlL and a subsidiary of Boral Limited, an 

Australian construction materials and energy group, 

entered into a 50150 joint venture a g m e n t  to develop, 

construct and operate a AUS$170 million (approximately 

$170 million) 180 megawatt cogeneration plant in 

Osborne, South Australia. ATCO's share will be approx- 

imately $85 million, of which appmximately $65 million 

will be financed on a non-recourse basis. It is aniiapated 

that agreements respeaing the sale of the output of the 

plant and the supply of natural gas will be finalized so 
that non-recourse financing arrangements will be com- 

pleted in the second quarter of 1996. Construction 

under a bed price turnkey mntmct would begin shortly 

thereafter with commercial operation expected to 

commence in the first half of 1998. 

Canadian Utilities continues to focus its development 

effom on independent power and cogeneration projects 

in Canada, Australia, Europe and the United States. 
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NATURAL GAS 

Opnating Results 

I The segmented eamings of 

ATCO's Natural Gas o p t i o n s  for 1995 inawed by 

1% from $128.9 million to $130.2 million. 

Temperatures in 1995 were 6.3% colder than normal. If 

tempuahm had been n o d  dunng 1995, the segmented 

earnings would have been reduced by $10.7 million. 

On January 26,1995, Northwestern Utilities and CU Gas 

acquired certain transmission, natural gas gathering 

and processing assets for a price of $79.3 million. The 
Northwestem Utilities assets, amounting to $47.1 million, 

consist of a transmission line in the vidnity of Edmonton, 
Alberta, a natural gas pipeline system from Wabamun 

to Hinton and natural gas transportation and sale 

contracts relating to the systems. The CU Gas assets, 

amounting to $32.2 million, consist of three natural 
ga% processing plants, two compressor stations and 420 

kilometres of pipelines in the Edmonton, Alberta area. 

Revenues in 1995 decreased by $107.5 million or 11.7% 

to $807.0 million. The primary reason for the decrease 
was a decline in the price of natural gas recovered in 

utility rates ($127.6 million). Revenues from utility 

operations also declined due to reduced industrial sales 

($9.6 million), lower sales per customer ($9.0 million), 
reduced franchise tax recoveries ($6.4 million) and 

reduced storage revenues ($2.1 million), partially offset 
by growth in the number of customen ($10.1 million) 

and colder temperatures ($10.1 million). Revenues 

from CU Gas inaeased by $28.4 million in 1995 due 
to revenue from the assets acquired in early 1995. 

Operating costs for 1995 deaeased by $120.0 million 
or 17.7% to $556.6 million. This decrease was primarily 

due to lower natural gas supply costs resulting from 
lower natural gas prices ($127.6 million), reduced 

industrial sales ($7.2 million) and lower sales per 
customer ($5.6 million), partially offset by colder 

temperatures ($3.8 million) and an inaease in the 
nu& of customers ($4.7 million). In addition, opaatlng 

costs also decreased due to lower franchise taxes ($6.4 
million), primarily as a result of lower natural gas prices. 

The deaease in operating costs was partially offset by 
costs from CU Gas related to the assets acquired in 

early 1995 ($22.5 million). 

The amount of natural gas supply costs recorded as an 
expense is based on the forecast cost of natural gas 

included in customer rates. Any variances from forecast 

are deferred until the EUB approves revised rates to 

either refund or collect the variance. As a consequence, 
changes in natural gas supply costs have a negligible 

effect on ATCO's earnings. 

Depredation expense inaeased by $6.2 million or 

10.2% to $66.9 million, primarily as a mult of capital 
additions during 1994 and 1995, indudmg the assets 

acquired in early 1995. 

Business Outlook 

REGULATORY 

On March 13, 1995, the Gas Utilities Statutes 

Amendment Act was prodaimed and the Gas Utilities 
Core Market Regulation and the Municipal Gas System 

Core Market Regulation were enacted under the Gas 
Utilities Act and Municipal Government Act, respectively 

In compliance with such act and regulations, in 1995, 
Northwestern Utilities and Canadian Westem Natural 

Gas fled with the EUB rates, terms and conditions 
which, if approved, will allow midential, commercial 

and institutional natural gas customers to buy their 
natural gas directly from producers. Northwestern 

Utilities and Canadian Westem Natural Gas are currently 
awaiting a decision from the EUB on the hearings held 

relative to these filings. Although the legislation could 

r d t  in some core market customers switching from 

sales to transportation service, neither total throughput 
nor ATCO's earnings are expeaed to be materially 

affected 

CU Gas recently received EUB approval to construct a 
$9.0 million, 35 million cubic feet per day, liquids 

extraction facility near Villeneuve, Alberta. This plant is 

anticipated to be constructed in 1996 and will process 

natural gas from CU Gas' existing natural gas 

gathering system. 
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CAPITAL EXPENDITURES 

Clpital expenditures to provide for customer growth 

and to meet the needs of existing customers in ATCO's 

natural gas utility operations are expected to average 

$100 million per year over the next five years, down 

22% from the $128 million per year average of the past 

five years. 

CU Gas continues to pursue natural gas gathering and 

processing, storage and pipeline opportunities in westem 

Canada. CU Water continues to pursue water projeci 

opportunities in Canada. 

FACILITIES MANAGEMENT AND LOGISTICS 

Effective January 1,1995 Canadian Utilities purchased 

ATCO Ltd.5 5096 interest in facilities management and 

l@cs and ATCO Ltd.'s propnty management operations 

for $35.7 million which was paid for by the issuance of 

935,679 Class A non-voting shares and 599,756 Class B 

common shares of Canadian Utilities. 

Operating Results 

The v e n t e d  earnings of ATCO's Fadlities Management 

and Logistics operations for 1995 decreased by $5.8 

million to $12.8 million primarily due to lower earnings 

from the North Warning System contract as well as 

Frontec Logistics sharing of the profits with its partner. 

Until March 31,1995 when the initial contract expired, 

Frontec Logistics managed a seven year, $415 million 

contract with the Govanment of Canada to o p t e  and 

maintain the North Warning System on behalf of 

ATCO. A new five year, $255 million contract to operate 

and maintain the North Warning System from April 1, 

1995 was awarded to a venture of Frontec Logistics and 

Pa l  Antic Inuit Logisticx Corporation. The agreement 

provides for a sharing of the profits from the new North 

Warning System contract, based on each participant 

meeting certain performance targets. 

Revenues in 1995 deaeased by $6.5 million to $97.1 

million, primarily due to lower revenue from the North 

Warning System contract which reflects the reduced 

scope of the new contract. 

Business Outlook 

Frontec Logistics has a joint venture with Piquniq 
Management Corporation, an Alaska-based company, 

to operate and maintain the Alaska Radar System. This 

contract is for one year and has four one year renewal 

options. The joint venture assumed operations respon- 

sibility on October 1,1994. If all renewal options are 

exercised, the total revenues will be approximately U.S. 

$100 million. Frontec Logistics' share is 4% of this total. 

Frontec Senies Limited has signed a limited partnership 

agreement with the Labrador Inuit Development 

Corporation ("LIDC") to provide transportation, logistio 

and support services for developers and mineral explo- 

ration companies in Labrador's Voisefs Bay region, a 

site of substantial exploration activity associated with 

nickel-copper-cobalt discoveries. The partnership will be 

managed by Torngait Services Inc., a newly incorporated 

Newfoundland company owned by Frontec Corporation 

(51%) and LIDC (4904. 

MANUFACTURING AND LEASING 

Operating Results 

The 1995 segmented eamings of ATCO's Manufacturing 

and kasing operations decreased to $4.8 million ham 

$14.7 million in 1994, primarily as a result of the sale of 

the Space Rentals assets on November 30,1994. Non- 

rrcurring items of $9.8 million in 1994 included earnings 
from Space Rentals up to November 30,1994 and the 

gain on the sale of Space Rentals assets which were par- 

tially offset by a writedown of the remaining lease fleet. 

Manufacturing and Leasing revenues in 1995 decreased 

$57.7 million from $107.9 million to $50.2 million due to 

the sale of the Spae Rentals awls on November 30,1994 

($51.9 million) and due to a decrease in Manufacturing 

and Worldom Housing revenues ($5.8 million), primarily 

as a result of less revenues from international sales 

($16.3 million), partially offset by increased sales in 

Canada ($10.5 million). 



MANUFACTURING AND WORKFORCE HOUSING 

Western Canadian capital resource projffts provide the 

primary domestic market for the North American 

Workforce Housing division. Since there were no major 
lease contracts in 1995, the fleet utilization rate was 

10%. Rental wenues of $2.1 million werr down 8.7% 

from 1994 wenues of $2.3 million. As part of a con- 
tinuing disposal program, the Workforce Housing lease 

fleet was reduced from a 1994 level of 1,950 units to 

1,424 units at December 31,1995. ATCO Structures 

inwted approximately $4 million in the manufacturing 
of 88 "New Generation" style workforce units as part 

of a progam to modernize the lease fleet. 

Business Outlook 

ATCO Struaures will continue to focus on its core busi- 

nesses of Workforce Housing in North America and 
selective international markets and Noise Management 

operations. Thm is a current backlog in the manufac- 
turing facilities in Calgary and Edmonton, Alberta and 

in a satellite facility in Montreal, Quebec. The backlog 
is primarily due to the $20 million Falconbridge Project 

located in northern Quebec, comprised of a 300 person 

permanent housing faciliv, scheduled for completion 

in January 1997. 

In Canada, there are several new major murce  

developments which will create opportunities for 
ATCO Structures this year and beyond. These r e s o w  

developments indude the new mineral find at Vok& 

Bay, Newfoundland, diamond mining in the Northwest 

In Ewope, reconstruction in Bosnia and Croatia is 
ex- to provide a n u m k  of opporhmih to provide 

housing and clamwms. ATCO Struchlrrs' manufachuing 
facility in Budapest, Hungary was awarded a contract 

in 1996 to provide base camps to accommodate the 
United States peacekeepen supporhng NATO activities 

in Bosnia. Other identified projects may wive approval 

in 1996 and provide biddug oppormnities for ATCO 

Structum. 

ATCO Structures inc. and TecnoFast S.A. ("TecnoFast") of 
Santiago, Chile have entered into a five year licendng 

agreement @ving'l'ecnoFast the exclusive tights to 
manufacture ATCO products in South America and 

utilize the ATCO trademarks. ATCO Structures and 
TecnoFast have also established a joint venture to bid 

on two significant projects for the Mahuasi mining 
group which is preparing to develop the $2 b i o n  

Collahuasi copper mine in northern Chile. A dedsion 
on these bids is expected in early 1996. 

International sales may expose ATCO Strudures to 
greater risk than normally assodated with domestic 

transactions due to the political and financial as* 
of international busimess. However, ATCO Structures 

will continue to foUow stiict d t  polides on interna- 

tional sales to minimize finanaal exporn and to uti- 
lize its international experience to manage the political 

and other risks assodated with international busies. 
ATCO Structures has marketed and installed its manu- 

factured prcducts in over 75 countries around the 

world since 1947. 

OTHER 

Operating Results 

The segmented earnings of ATCO's Other operations in 

1995 inaeased $4.9 million primarily due to an 
increase in interest income. 

Territories, tar sand initiatives in northern Alberta, gas 

plants in Alberta and mining ventures in British 

Columbia. 
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OTHER EXPENSE 

Income taxes decreased by 2.5% from $156.3 million 

to $152.4 million in 1995. The decrease is mainly due 

to lower large corporation taxes and the effect of foreign 
income tax rates. 

The Public Utilities Income Tax Transfer Act ("PUlT- 

TA") provided for the rebate to customers of a majority 
of federal corporate income taxes paid by Canadian 

Utilitie which were attributable to its elechic and natural 

gas utility operations in Alberta. Prior to March 31, 

1995, the level of rebate was 85.5% of the eligible federal 

corporate income taxes paid. Legislation eliminating 
PUITTA became effective March 31,1995. Utility cus- 

tomer rates are designed to recover estimated income 

taxes payable. Actual federal income taxes rebated are 

passed on to customers by a credit on their monthly 
bills. Therefore, the elimination of PUlITA will affect 

customers' net b i g s  for utility s e ~ c e s  but will not 

have any direct effect on earnings attributable to ATCO 
Ltd.'s Class I non-voting and Class 11 voting shares. 

Customers will see an increase in their b i s  in mid-1996 

as a result of the elimination of PUITTA. 

The interests of non<ontrolling shareholders increased 

from $114.0 million to $115.7 million, primarily as a 

result of increased earnings by Canadian Utilities, 
partially offset by a deaease of $2.9 million related to 

Canadian Utilities' prefer& share dividends. 

LIQUIDITY AND CAPITAL RESOURCES 

Internally generated funds, comprised of cash generat- 

ed by operations, provided substantial amounts of 
ATCO's cash requirements in 1994 and 1995. Cash 

from continuing operations totalled $338.0 million in 

1995 as compared to $338.9 million in 1994. 

A major portion of ATCO's operating income and cash 
flow is generated from its utility operations. Canadian 

Utilities uses commercial paper borrowings and bank 

loans to provide flexibility in the timing and amounts 

of long term financing. Utility rates designed to recover 

financing costs and depreciation over the useful life of 
the utility assets assure the availability of funds for debt 

interest and retirement and preferred share dividends 

and redempon. ATCO Ltd. and CanUtilities Holdings 
Ltd., a wholly-owned subsidiary, receive dividends from 

Canadian Utilities which have been more than suffiaent 

to senice debt requirements and to pay dividends. 

Capital expenditures in 1995 totalled $367.9 million. 

These were primarily financed by internally generated 

funds. Estimated capital expenditures, of $303 million in 

1996, are expeaed to be financed from internal sources. 

It is the policy of ATCO Ltd. to pay dividends quarterly 

on its Class I non-voting and Class I1 voting shares. 
The payment of any dividend is at the discretion of the 

B o d  of Directors and depends on the tinand condition 

of ATCO Ltd. and other factors. 

In addition to the long term and medium term facilities 

desmbed in Note 10 to the financial statements, ATCO 
Ltd. and ATCO Structures have short term atdit facilities 

available at Derrmber 31,1995 of $20 million, of which 

$Nil had been drawn. 

ATCO has entered into several contracts in order to 
reduce interest rate and foreign exchange risk. The 

magnitude of the financial impact of these contram is 

not material and the counterparty in each transaction 
b a major Canadian bank It is the policy of ATCO to use 

financial instruments to reduce s p d c  risk exposures 

and not to hold thae instruments for trading purposes. 

During 1994, the 12 million outstanding 7.75% 

Cumulative Redeemable Retractable Reset Preferred 

Shares of CanUtilities Holdings Ltd., a wholly owned 
subsidiq of ATCO Ltd., were subdivided into sii million 

Series A Preferred Shares ($150 million) with a fixed 

dividend rate of 6.90% per annum, and t h m  million 
Series B Preferred Shares ($75 million) and three million 

Series C Preferred Shares ($75 million), each with a 

dividend rate determined monthly by an auction 
procedure. CanUtilities Holdings Ltd. is required to 

redeem the Preferred Shares on July 1,2001. The lower 

dividend rates should benetit future eamings; however, 
the amount of any benefit is not known as the Series B 

and Series C Preferred Shares outstanding are subject to 

a floating rate. 
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Corporate Information 

PRINCIPAL OPERATIONS 

Canadian Utilities Limited 

Head Office 
10035 - 105 Street 
Edmonton, Alberta TSJ 2V6 
Telephone: (403) 420-7757 
Fax: (403) 420-7400 

Opmating Companies: 

Alberta Power Limited 
Canadian Westem Natural Gas 

Company L i t e d  
Northwestern Utilities Limited 
The Yukon Electrical Company Limited 
CU Power Australia Pty Ltd. 
CU Powa International Limited 
CU Power Canada Limited 
CU Power Generation L i t e d  
Thames Power Limited 
Barking Power Limited 
Thames Power Services L i t e d  
Thames Valley Power Limited 
CU Gas Limited 
CU Water Limited 
Northland Utilities Limited 
Northland Utilities (Yellowknife) Limited 

Fmntec Corporation 

Head Office: 
P.O. Box 2426, Station Main 
10035 - 105 Street 
Edmonton, Alberta T5J 2V6 
Telephone: (403) 420-7112 
Fax: (403) 420-3426 

Opmating Divisions and Companies: 

Frontec Logistia Cop. 
Fmntec Services Limited 
Narwhal Arctic Services 
Frontec Property Management 

ATCO Structures Inc. 

Head Office: 
5115 Crowchild Trail S.W. 
Calgary, Alberta T3E 1T9 
Telephone: (403) 2927MX) 
Fax: (403) 2927624 

Operating Divisions and Companies 

ATCO Noise Management 
ATCO Europe Ltd. 

ATCO Travel 

1243 McKnight Blvd. N.E. 
Calgary, Alberta T2E ST2 
Telephone: (403) 292-7474 
Fax: (403) 250-8731 

BOARD OF DIRECTORS AND OFFICERS 

Directors 

W.L. Britton Q.C. cs (31 

Partner, BenneftJm Vmkm,  Calgary 

B.P. Drummond (21 (31 

Vice Chairman 
Richardson Greovhields of Canada Limited 
Montreal 

B.K. French (21 (31 

President, Kanwl Managtmmt Ltd., Calgary 

Honourable FJ? bugheed, pc.,c.c., Q.C. 
Partner, Bennett Jm Vmkme, Calgary 

R. k (2) (31 

Corporate Director and P r i ~ t e  Illyestor 
South Camlina, USA. 

C.S. Richardson (11 

h i o r  Vice President, Finance and Chief 
Financial Wco;  ATCO Ltd. 

N.C. Southem (21 (31 

Deputy Chairman, ATCO Ltd. 

RD. Southern, GM., c s . ~ ,  LLD (11 (31 

Chabmrm and ChiefEwmiiw officer, ATCO Ltd. 

LC. van Wachem, K B . E  

Coprate D i m ,  The Hague, llte Netherlrmds 

D1.J.D. Wood, LCA.E. (11 

Residslt and Chiefoperating WCB, ATCOLtd. 

Officers 

R.D. Southem 
Chairman and ChiefExecutiw @ca 

N.C. Southern 
Deputy Chairman 

Dr. J.D. Wood 
Resident and Chief Operating officer 

C.O. Twa 
Executive Vice h i d e n t  

C.S. Richardson 
S t n b  Vice Resident, 
Finance and CkiefFinancial OfFer 

J.A. Campbell 
Vice President, Finance 

M.M. Shaw 
Vice President 

K.M. Watson 
V i i  Presidmt, ConfroIIer 

S.R. Werth 
ViueResident, Adminisb.ation 

P.J. House 
Vice P~~sident, Cnporate Serretmy 
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Shareholders' Information 

CORPORATE HEAD OFFICE 
ATCO Ltd. 

1600,909 - l l t h  Avenue S.W. 

Calgary, Alberta T2R IN6 

Telephone: (403) 292-7550 
Fax: (403) 2927507 

Shareholders and security analyst 
inquiries should be directed to: 

Senior Vice President Finance and 
Chief Financial Officer 
ATCO Ltd. 
1600,909 - l l t h  Avenue S.W. 
Calgary, Alberta T2R 1N6 
Telephone: (403) 292-7554 

Dividend information and other 
inquiries concerning shares should 
be directed to: 

The R-M Trust Company 
Stock Transfer Department 
600 The Dome Tower 
333 - 7th Avenue S.W. 
Calgary, Alberta T2P 221 

The shares of ATCO Ltd. m listed on 

The Toronto Stock Exchange 
The Montreal Stock Exchange and 
Alberta St& Exchange 

under the ticker symbols: 

AC0.X (Class I Non-voting Shares) 
AC0.Y (Class I1 Voting Sham) 

The fiscal year of ATCO Ltd. ends on 
December 31. Dividends are mailed 
approximately the end of March, 
June, September and December. 

ATCO Ltd. is incorporated under the 
laws of the Province of Alberta. 

AUDITORS 

Price Waterhouse 
Qlgary, Alberta 

COUNSEL 

Bennett Jones VeIrhere 
Calgary, 
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