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In today's changing world

[ IS essential. Albe

Pool has a proud and rich history in the agricultural sector.
Out were not relying on the past to take us into the future.
Instead, we've made a commitment to meet the demands of

our domestic and gn customers b
preparing for the road ahead.

e D
proactively

Preparing for the road ahead is not an easy task. It
takes courage. innovation, a willingness to chart new paths
and take risks. Over the past year, we took grez
change the way we conduct business. We found ne
better ways of doing things, we brought new facilities and
new technologies to our customers. we introduced new
services and new products, and we spent time exploring
options to generate increased capital that will allow Alberta
Pool to grow and develop well into the future.

The road travelled during the past year was governed by our mission to help
farmers feed the world. It certainly was not without its potholes and sharp curves -
that's almost a given in today’s changing environment. Nevertheless, we covered a
considerable amount of ground. As we continue on this path. the strategies w
put in place will ensure Alperta Pool. its customers and its employees are well
positioned for what lies ahead.




Alberta Pool's 1994 Annual Report
looks at the activities of the cooperative
during the past crop year and highlights
where were headed in the months to
come. Complete financial results for the
1993/94 crop year ending July 31. 1994
are also included.

Additional information on areas of
Alberta Pool's business that could benefit
your farming operation has also been
included. If you would like further details
on any of the initiatives or services out-
lined in this report. please call Alberta
Pool at:

1-800-332-1416 (in Alberta)
1-403-290-4910 (outside Alberta)

Helping Farmers Feed the World

To be the leading agribusiness.
consistently seeking to understand
what customers value and
exceeding their expectations.

To successfully link farmers to
world customers.

To be the preferred employer in
Canadian agribusiness.

To build on the principles and
uniqueness of our cooperative
enterprise.

To combine the skills of our
farmer members and staff
to achieve as a team what
no one can do alone —

help farmers fead the world.

| quen \ Helping Farmers
POOL) roed The World
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Corporate Profile

Alberta Pool is a farmer-owned cooperative. It handles
and markets grain. oilseeds and special crops for its farmer-
members both domestically and internationally. A broad
range of farm supplies and services are offered to farmers
through Pool agro centres and elevators.

Alberta Pool is a world leader in developing grain han-
dling technology and has introduced new, improved crop
varieties to benefit farmers and develop new markets.
Through its investment in diversified companies such as
Demeter Agro. Prairie Sun Crains Ltd. of Camrose and
Drummond Brewing Company Ltd. of Red Deer, Alberta Pool
also plays an active role in the value-added food industry in
the province.

For 70 years. Alberta Pool has made a significant contri-
bution to the rural economy of Alberta. As the provinces
largest cooperative. the Pool contributes to the provincial
economy by paying over seven million dollars in taxes annually
10 local communities and also issues close to one billion dollars
annually to farmers who deliver grain to Pool facilities.

Organized in 1923, Alberta Pool today has 57497 mem-
bers and employs 1469 people in Alberta, northeastern
British Columbia, Vancouver and Winnipeg. Since its creation,
the Pool has handled close to 183 million tonnes and
returned $369 million to its member-owners.




pard of Directors’ Report

An environment characterized by decreasing regulation, increasing competition and
shifting world markets posed many challenges for Alberta Pool in the 1993/94 crop
year. This is not startling news. Agriculture - like any segment of today’s economy -
has seen rapid changes. As a major player in Canadian agriculture, Alberta Pool has not
escaped these unstable, yet exciting times.

Front (from left):

Back (from left):

Economic pressures on gaovernments. farmers
and agricultural businesses have resulted in exten-
S examination r*‘r the country’s agricultural
policies, programs and regulations. There are new
world trading partners. new crops. and new cus-

tomer requirements.

J.F. Pearson, First Vice-President: T.A. Graham, President;
N.D. Silver, Second Vice-President.

AL Aasen, B. Lindeman, A.L. Oberg, D. Nanninga,
A.L. D. Pidruchney, W.J. Sutherland.

This is the environment f\lbﬂ* ta Pool found
Itself operating in during the past year. Other iso-
lated circumstances such as poor weather, rail car
shortages. and US. trade retaliation ad ded to the
already unusual picture. Despite these challer _g:S.
Alberta Pool and its staff worked hard to build on
its position as one of the leading agribusinesses in
the country.

THE GROP
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result was record producticn of 185 million tonnes
but a crop which fell well below the ten year aver-
age for quality.

The high quantity. low grade crop posed many
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The focus of the Board «
past year was twofold:
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AGRICULTURAL POLIGY
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This objective was achieved by providing our
recommendations to several government mandat-
ed processes such as the federal Regulatory Review
process examining the structure and practices of
the Canadian Wheat Board and the Canadian Grain
Commission. and the Producer Payment Panel look-
ing at changes to the Western Grain Transportation
Act (WGTA). Alberta Pool also provided input and
guidance to the federal government on international
trade relations under the Canada-US. Free Trade
Agreement (CUSTA) and the North American Free
Trade Agreement (NAFTA)

Alberta Pool was represented on the Grains
Industry Council formed by Federal Agriculture
Minister Ralph Goodale in May 1994. Participation in
this group gave Alberta Pool the opportunity to
examine current issues affecting Canadian agricul-
ture and recommend solutions to improve
inefficient processes and procedures. This group
was instrumental in addressing the issue of effi-
cient and orderly movement of grain to export
position. Several solutions were put forth and
implemented to prevent a reoccurrence of the
1993/94 rail car shortage and maintain Canada's
reputation as a reliable supplier to world markets.

STRATEGIC PLANNING

Alberta Pool continued its commitment to the
implementation of the Country Plan for both the

grain and agro segments of our business. The
Country Plan is Alberta Pools blueprint for the
entire country system and charts out locations
where the Pool plans to capitalize on its market
presence through the construction of new. highly
automated and advanced facilities.

The consolidation of our country system will
allow Alberta Pool to strengthen its operating units
and realize greater operating efficiencies. These
efficiency gains will be passed along to farmers and
give Alberta Fool an edge in providing quality cus-
tomer service in today's competitive environment. [t
is an ambitious plan requiring capital investment of
$140 million in the grain segment and $10 to $12 mil-
lion in the agro segment of our business over the
next five to ten years.

During 1993/94, the Board approved a capital
budget for the Country Division of $25.1 million.
Construction began on two new high throughput
grain facilities - Smoky River and Legacy Junction.
Both facilities feature condominium storage units
which provide personalized and specified storage
space to producers at a reasonable investment cost
of $10.000 per 4000 bushel unit. At the end of
September 1994, Alberta Pool had sold 176 of the
274 available condominium storage units.

Several agro product warehouses, constructed
to meet strict environmental guidelines governing

Grain Receipts Distribution of Earnings Gross Revenue
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Prairie grain trade and the unique ownership and
philosophy of cooperatives will serve Alberta Pool
and its members well in the coming 1

THE ROAD AHEAD

Alberta Pool has always had a strong commit-
ment to servicing the needs of its members and
customers and this commitment will continue as
the road ahead. A top priority w
be to continue to adapt to the changes in agr
ture. keeping in mind the central focus o

cocperative - its member owners.

QOur visic
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n for the organization touc =
I v‘w\ﬂ\

he
segment of our operations and was develope
our mission in mind. ve made some progress
over the past year tum.. S seeing this vision
become reality. We are by no means where we
want to be but we have made a significant start ir
positioning Alberta Pool for the future.
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There is good reason to be optimistic Ubout
potential tunities in the a agricultural
sector. W er population is growing. demarni for
grains and oilseeds is high and the shifting market
focus towards Asian countries has opened up
many new and profitable markets for Canadian

agricultural products.

growth ¢ Ar

World trade has stabilized somewhat with
what appears to be the successful conclusion of
the Uruguay Round of the General Agreement on
Tariffs and \TT). Limits on

Trade (GA I1se of
export st are expected by early

the L

Ibsidies under GATT a
1995, These limits bring some sanity back into
the world market place — pr\ nj iction declines and
increased prices are cr.tlup ed. With restricted use
of damaging subsidies by the United States and
i‘-u*cp@aw Community. Canada will be well posi-
mpete under the new trading rules.

onths to come. our forward-looking
m(tecx '«vilj continue to enhance our competitive-
ness and better serve our customers. Our vision for
H‘f *lm_w- of past s

llture “._ll"c on our

S. CONsIS
tenuy seeﬁking to I.mder":_anzi ~.A.'hf_;\ customers value
and exceeding their expectations. Alberta Pool will
strive to link farmers to world customers and be
the preferred employer in Cana- ian agribusiness. In
our acr‘ie‘-'&rrri«-nt of this vision. we will build on the
principles and unigueness of our w:.w.rmp_wera_we enter-
pnse and combine the skills of our members and
staff to achieve as a team. what no one can do
alone — help farmers feed the world.
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Alex Graham
President

John Pearson - First Vice President

Neil Silver - Second Vice President

Brian Lindeman - Director, District One
Wilson Sutherland - Director, District Two
Alf Aasen - Director, District Three

Allan Oberg - Director. District Four
Albert Pidruchney - Director. District Six
Dennis Nanninga - Director. District Eight




Ghief Executive Officer’s Report

‘It was the best of times. It was the worst of times.” These familiar words best describe
the 1993/94 crop year. It was one of the most satisfying, and at times, one of the most
frustrating years | have experienced in my 37 years in the agriculture industry.

We were successful in making some substan-
tial improvements in our business. Our market share
of grain handled increased by almost two per cent.

We had our best-ever

year in agro sales. Our gains

1 the area of non-Board marketing and handling

Chief Executive Officer, Garry Dewar

were most impressive. Our staff
made measurable strides in
seeking to better understand the
needs of our customers and
adapting to a new culture within
the organization.

There were also a number
of circumstances facing our
business that negatively affect-
ed our bottom line. Road blocks
such as poor weather. a low
guality crop. slow export mar-
Kets that impeded movement,
transportation problems that
limited our ability to effectively
move grain to export position.
and incomprehensible demurrage
charges challenged us at every

turn. In many areas of our business we responded
and were effective. In others, our efforts - although

genuine -

did not translate into substantial returns
for Alberta Pool

Some of these factors were beyond our control.
Others we worked hard to fix. Despite these diffi-
culties, our ability to respond to the many curves
thrown our way nhas given us renewed confidence
to continue on the path we've charted for our busi-
ness - a path that will strengthen Alberta Pool for

the road ahead.

OPERATING RESULTS

The 1993/94 business plan focused on our core
operations of grain and agro handling and marketing.
We placed a h\g} priority on seeking to understand

I CUsto

mers, |

mproving t

the level of service we

provide, and increasing the volume of grain handled
through Alberta Pool points. We continued to look
for ways to strengthen our organization through
acquisitions. mergers or amalgamation. Of particular

6

importance was the value-added segment of our
business and our philosophy t@ get more value for
our members products and expand markets both
domestically and internationally

The operating results in many of our individual
divisions reflect our success in finding and keeping
customers for a life - a goal pre ‘uIEfI[ in the day to
day activities of all Alberta Pool staff. Net earnings
for the year ended July 31 1994 were $43 million.
up from the previous year's earning of $515.000.
Total volume of grain handled jumped to 6.2 million
tonnes from 49 million tonnes the previous year -
an increase of 265 per cent. Our improvement in
total volume of grain handled resultec in improved
market share of 58 per cent, up from the previous
years 562 per cent.

These improvements are heartening n
ticularly in a year characterized by such
unpredictability. It shows were moving in the right
direction and making some measurable progress in
repositioning our business to respond to the chang-
Ing environment. At the same time, we know there
Is a need to do better. A careful review of our per-
formance over the past year has helped us refine
our approach and build on what we have done well

ews. par-

Were not just talking about improving - we're
doing it. Our budget for the coming year calls for a
total net earning of $25 millicn. We have every con-
fidence this is an achievable figure. How will we
realize this goal? An aggressive approach to fiqca\
responsibility. d vemﬁcamm cost reduction and
improved margins will continue to define our ope
ating plans as we strive to meet the very real
demands of constructing new facilities. expanding
services, and satisfying the desire of our members
for a return of their equity.

KAIZEN

The Japanese concept of "kaizen™ refers
ability to do a little better every day. to continually
improve or find a better way. This philosophy was
adopted by many of our business units cver the
past year. The end result has been some very real

< 0 ‘v-r_\_




progress in attracting new customers. improving
our quality of service, finding new markets. and
generating employee commitment to meeting the
needs of our growing customer base.

Our performance in the marketing of non-
Board grains was remarkable despite the demands
of handling & poor quality crop for the second con-
secutive year. Quick rethinking of our marketing
strategy and the ability of our staff to respond
with some innovative initiatives propelled Alberta
Pool into top spot as the largest non-Board mar-
keter in Canada. Sales of non-Board grains
increased 94 per cent and tonnage sold increased
88 per cent to 37 million tonnes.

The demand for domestic sead, fertilizers and
chemicals was extremely solid. Strong marketing
programs and an aggressive approach led to
increases in both volume and market share. Agro
sales of $190 million smashed our previous agro
sales record of $163 million set in 1989/90.

The acceptance of new and exciting Ultrabred
seed varieties continued to grow. offering both a top
quality product to our customers and positive
returns to Alberta Pool. We realized a record $98 mil-
lion in sales of Ultrabred seed (a 26 per cent increase)
and registered five new varieties during the past
year. We also successfully negotiated an agreement
with AgrEvo that gives Alberta Pool exclusive distri-
bution rights to market the first genetically
engineered, herbicide-resistant canola variety to be
offered in Western Canada. Extensive export market

1993-94
Cash Provided By:

S0.5M

. Long Term Debt
Loans from Members and Staff

. Short Term Financing

Earnings From Operations
Before Non-cash ltems

Total 66.3 Million

development was initiated which holds excellent
potential for growth, particularly in the Pacific Rim.

Our Special Crops Business Unit - in its second
full year of operation - continued to make signifi-
cant gains. Total volume of special crops sourced
was 111000 tonnes. an increase of 370 per cent over
the previous year. Pea tonnage achieved the largest
gain of any special crop. increasing 251 per cent over
the previous year.

Our Terminal Operations Division was affected
by many of the same conditions that pervaded our
country operations. The end result was severe
underutilization of available west coast terminal
capacity. When combined with labor unrest. which
prevented the movement of grain to export cus-
tomers, the overall volume of grain moved through
the west coast dropped. Total volume of grain
moved through west coast terminals in 1993/94
reached 165 million tonnes, down from the previous
year’s clearance of 17.9 million tonnes.

Clearances at Alberta Pool Terminal reached 27
million tonnes, down slightly from the 29 million
tonnes realized in 1992/93. Pacific Elevators Limited
(PEL) terminal saw its clearances drop to 26 million
tonnes after outperforming all other terminals in
the Port of Vancouver last year with a handle of
3.0 million tonnes. The new country originations
formula adopted by the B.C. Terminal Elevator
Operators Association and reduced international
sales early in the crop year played a large role in the
lower handle in our Terminal Division.

1993-94
Cash Used For:

l Capital Expenditures

l Equity Payouts
$§209 M S26.0 M

Payment of Obligation Under
Loan Agreement

Investments

$16.0M

l Non-Cash Working Capital tems

Total 66.3 Million
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COUNTRY PLAN

Alberta Pools Country Plan has been in place
since 1992. This plan applies to both the grain and
agro segments of our business and charts out a
clearly-defined path to follow as we work towards
consolidation of our country system. Part of the
Country Plan focuses on the construction of new
facilities. but that is by no means the guts of the
plan. A more important and critical aspect of our
Country Plan is its focus on a new way of thinking:
a new and better way of doing business.

Today's environment requires careful and pru-
dent management of available capital. Increased
emphasis on decentralization and regulatory
changes in the grain business will result in a vastly
different country landscape. The planning we do
today. will prepare Alberta Pool for what lies ahead.
Successful completion of the Country Plan will

position us to make the best and most efficient use

of our available facilities and provide improved ser-

vice to our customers.

Critical issues such as grain volumes, competi-
tion, railway service, volume freight discounts and
other customer requirements were considered in
the establishment of our strategic plan. Our ulti-
mate goal will be to trim our country elevator
network from its present size of over 250 facilities
to approximately 100 points. The benefits for cus-
tomers and for Alberta Pool operations will come in
the form of new technologically advanced equip-
ment that will increase efficiencies and offer a
more comprehensive package of services to our
customers. All proposed locations for new con-
struction are analyzed with these issues in mind.

Within the design plans for construction of
facilities at Smoky River and Legacy Junction, pro-
visions were included for inland cleaning. Alberta
Pools decision to proceed with cleaning capabilities
at Legacy Junction and be in the position to add
cleaning at Smoky River is related to concerns
regarding the labor situation at the west coast. The
ability to clean grain on the Prairies will offer flexi-
bility to Alberta Pool in instances when terminal
operations are shut down as a result of labor dis-
putes. As a business. we simply cannot afford to be
defenceless against the damaging impacts of future
WOrk stoppages.

A NEW DIREGTION

Preparing for the road ahead requires clear
direction to realize achievement of our goals. To
successfully manage the change, we have embarked
on a renewal process for the commercial segment
of our organization. This management philosophy -
called The Heart, Mind and Bottom Line - proposes
there are two simple things any company must do
to achieve business success:

W find and keep customers for life
B inspire and motivate employees

The focus of this consultative process has been
to look at where Alberta Pool is today and where
we need to take the organization to meet the needs
of our customers in the future. When complete,
Heart. Mind and Bottom Line will see all staff
trained and empowered as a team to meet the
short and long-term objectives of our customers.
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recogniti

A lot has been accomplished
n the past year We completed
discussions with staff, Board
members. delegates. competitors
and suppliers. We even MO‘«P
with customers who were not
Ldo_ng business with us to gain
some first hand insight into how
they viewed Alberta Pool. We
essentially bared our soul for all
to evaluate and judge. As a
result of these meetings. six
strategic thrust committees
were formed to evaluate and
recommend solutions to achiev-

j the long-term reguirements
)f Alberta Pool. These strategic
thrust committees are: political:
s: management informa-
-apital; and employee

/motivation.

These committees have

worked extremely hard

over the course of the year: their most important

achiev

ement

being the development of a team of
employees that is dedicated to the process

of find-

ing and keeping customers for life. We've also taken
the responsibility to empower our staff to assure
the success of our mission and the Tuture well-
being of the organization.

The first stage of this journey is complete and
we are now shifting our focus Over the course of
the next year. we must deal effectively with the
need to reduce organization-wide cOStS al*;d pro-
duce efficlencies within our system that distinctly
set us apart from our competitors. task will
involve a complete evaluation of all processes in the

organization with the final target being a more
responsive. efficient. cost effective approach to
meeting the needs of our customers.

This t

We have been successful in finding a better
way to do business. The road weTe headed down is
a long one where paramount ‘mprovements will not
materialize overnight. We are just into the second
year of this program and | Tru y Delieve it will take
another year or two to see some significant
improvements. Nevertheless, new attitude has
turned some heads. L,u.stumﬂrs are starting to
notice that it's no longer bt
Alberta Pool.

1siness as

usual™ at
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THE ROAD AHEAD

There is still significant work to be done. Our
future depends on contending with a number of
major issues: the restructure of our equity. imple-
mentation of our Country Plan, pursuing three Pool
discussions. and making further headway with our
customer-service initiatives as outlined under the
Heart, Mind and Bottom Line process. We are com-
mitted to developing innovative ideas in all these
areas in order to provide better value to our cus-
tomers and improved returns to our members.

Our business plan for the coming year provides
Alberta Pool with the focus required to generate
these changes. There’s no doubt in my mind we will
once again be challenged by external circumstances
but there is considerable reason for optimism. First.
we remain committed to meeting the vision and
goals we have set for this organization by doing
what needs to be done to turn our plans into
action. Second, significant changes and improve-
ments in operations over the past year confirm that
were headed in the right direction. Finally, there is
considerable room for growth in agriculture, both in

domestic and export markets. A recent vision set
for the Canadian grain industry calls for a doubling
of our current capability to export and process
grains and oilseeds. As one of the larger players in
the Canadian agricultural sector, Alberta Pool will
play an active role in making this vision a reality.

How will we get there? Positioning Alberta Pool
for the road ahead will require a commitment to
consistently understand what customers value and
make sure we have the necessary structures in
place to allow our employees to provide it. It will
also require strategic planning in order to manoeu-
vre around the curves and sharp bends that will
inevitably lay in the road ahead. Strategic planning is
particularly important for Alberta Pool in light of
the many factors affecting our business. Pressures
associated with deregulation. consolidation. diversi-
fication. demand for new products and services, and
the need for increased capital to support future
growth and satisfy the desire of our members to
have their equity paid out. have escalated in recent
years and must be addressed.

Most important. any future success will require
the dedication and competence of a motivated and
well directed teamn. Alberta Pool has that team and
we will continue to strive 1o be more competitive,
more aggressive, more profitable, more innovative
and more responsive to our members and cus-
tomers in the months ahead. With these
destinations in mind. Alberta Pool is heading down
the road anead with renewed confidence. A strong
commitment to our new direction will strengthen
our business and provide better value to our cus-
tomers. In short. it allows us to meet our mission of
helping farmers feed the world.

Garry Dewar
Chief Executive Officer
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Affiliated GCompanies

DRUMMOND BREWING COMPANY LTD. Alberta
Paol has held a 50 per cent ownership in Drummond
Brewing Company Ltd. of Red Deer. Alberta since
July 01 1991. Drummond is the third largest brewer
in Alperta, marketing its products in Alberta. British
Columbia. Saskatchewan and Japan. Results to
August 31 1994 showed a slight market share
decline in comparison to the previous year.
Drummond successfully launched a private label
prand beer called Banff Springs to the Japanese
market in 1993, The product has been enthusiasti-

cally received in Japan and Is presently enjoying
succassful consumer sales.

PACIFIC ELEVATORS LIMITED Pacific Elevators
Limited. the company that operates Pacific Elevator
Terminal in Vancouver, experienced lower handling
volumes in comparison to the previous two years.
PEL recorded a handle of 26 million tonnes, down
from the 30 million tonnes handled in 1992/93. Net
earnings of $124 million were achieved in spite of
several negative factors impacting on activity.
Alberta Pool is a 60 per cent owner of PEL

INSURANCE COMPANIES Canadian Pocol Agencies
Limited and Pool Insurance Company are jointly
owned by the three prairie Pools. Canadian Pool
Agencies places insurance on Pool facilities and
associated companies. most of it with Pool
Insurance Company. Canadian Pool Agencies allo-
cated 5121359 for distribution to member-patrons

12

in 1993. Pool Insurance Company refunded $46 mil-
lion ta 1ts policy holders

PRAIRIE SUN GRAINS LTD Prairie Sun Crains Ltd.
formerly Byers Flour Mill. was purchased by Alberta
Poo! in the spring of 1991 The mill. located in
Camrose, processes high quality wheat and flour
for bakeries and other similar institutions, as well as
pancake mixes for retail markets. Sales for the year

ending July 31. 1994 increased 145 per cent in dollar
value and 101 per cent in volume over the previous
year. Production volumes of flour and milling prod-
ucts also increased.

PRINCE RUPERT GRAIN LTD. The Prince Rupert
Grain terminal handles grain for a consortium of
grain companies and other western Canadian grain
handling organizations. The 1993/94 crop year was
the fifth highest year experienced for receipts and
shipments. PRG recorded receipts of 4.4 million
(down from last year's receipts of 4.9 million
tonnes), and shipments of 45 million tonnes (down
from last year’s shipments of 48 million tonnes).

WESTERN CO-OPERATIVE FERTILIZERS LIMITED
The fiscal year ended June 30 1994 was the most
successful year Western Co-operative Fertilizers
Limited (WCFL) has experienced since its start in 1965.
Net earnings for the year nearly doubled to 5206 mil-
lion from the previous years $105 million WCFL also
increase its market share to 24 per cent in 1993/94.
Shipments increased over 12 per cent to 812000
tonnes, the highest level achieved in WCFLS histor

Shipments taken by the three prairie Pools aJSO
increased to 670000 tonnes (a 145 per cent increase).

XCAN GRAIN POOL LTD. XCAN is the export ma
keting arm for the three prairie Poois. During lhu
year ended July 311994, XCAN maintained its dis-
tinction as Canada's largest exporter of canola,
malting barley. flax. oats. rye, special crops and ter-
minal by-products. XCAN also markets Western feed
grains and terminal by-products into the Eastern
Canadian and US. feed markets. Over the past year

CAN shipped a record total of 52 million tonnes of
grain, oilseeds, special crops and by-products: an
increase over the 34 million tonnes or 52 per cent in
comparison to 1993. The increase is primarily due to
increased volumes of cano'a 10 Canadian crushers
and Mexican and Eur‘opnam buyers: malting barley to
foreign markets; and oats to the L; S. market



Highlights and Gomparisons

$(000s)
1994 1993 1992 1991 1990
Revenue
Board Grain Margins $ 23445 $ 24891 § 40212 § 4121 $ 33,830
Non-Board Marketing Margins 31,480 22,142 18,621 16,998 35,492
Agro Margins 30,299 24,807 27,774 28,499 26,322
Specialty Crop Margins 5,046 1,289 670 1,259 1,087
90,270 73,129 87,277 87,967 96,731
Terminal Services 57,227 57,839 62,108 54,152 52,162
Storage 13,978 13,149 12,820 13,856 11,329
Interest 6,941 10,525 6,256 6,102 9,867
Other 8,437 11,698 12,581 13,422 17,113
$ 176853  $ 166340 $ 181042 $ 175499  § 187202
Net Earnings S 40R00 . $aaBa S SREli263 U T T3S i betiah Ul
Capital Expenditures $ 1077 $ 14912 § 24429  § 25069 & 31,754
Working Capital $ 60437 $ 65240 $ 52953 $ 60766 $§ 73489
Equity Issued to Members $ 118367 $ 119136 § 125602 § 117,077  § 114,318
Return on Equity (%) 2.83 34 8.43 552 6.09
Current Ratio 1.2 13 13 1.3 14
Other Statistics
Grain Receipts (tonnes 000s) 6,250 4974 5,962 6,129 5,918
Number of Licensed Primary Elevators 256 263 264 269 272
Licensed Elevator Capacity (tonnes 000s)
Country 1,336 1,381 1,402 1,443 1478
Terminals 482 482 482 482 482
Total Membership 57 497 57,429 58,493 57,967 58,988
Number of employees 1,469 1,457 1,497 1,481 1,696

Certain comparative figures have been reclassified to conform with the current year's method of presentation.
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Feature Reports

GRAIN MARKETING

The business of farming has become increas-
ingly complex. To remain competitive, farmers must
Know as much about marketing grain as they do
about growing It.

Keeping up with the changes in commodity
markets. exchange rates, transportation considera-
tions and supply and demand is a full-time job
"'Hat‘-; where the grain marketing services provided
by Alberta Pool can help

Al'wl'"a Pool has many grain marketing pro-
grams aimed at easv ig the challenge of marketing
your crop. Our staff investigate markets. evaluate
the marketabi luy of various crops. develop new and
innovative contract .g options and offer growers a
range of marketing alternatives

The marketing of Alberta-grown crops is one
of the primary functions of Alberta Pool. The Pool's
policy is to market aqgressiveiy to both domestic
and international end-users of Alberta grains. Many
other grain marketers work through various mid-
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dlemen. but because we deliver directly to the party
who is purchasing the grain for use, we have a bet-
ter understanding of the market. This
understanding makes it easier to respond to our
customer’s demands.

For instance, last year's pcor quality crop chal-
lenged the grain marketing and transportation
departments to find available markets for feed
quality grains. An incredible amount of product was
moved to local Alberta feedlots and into the US. To

Keep up with the demand. Alberta Pool had an
average of 1200 trucks per week on the road

here are a number of contract options avail

able through Alperta Pool: each one designed to

serve a growers best interest in various situations

Collectively. these contract options offer the

infinite flexibility. The contract options

available include:

B Delivery Options - elevator deliver. p
or on-farm pickup.

B Payment
settlement.

B Contract Options - forward price def
delivery: grain pricing orcer: gun anteed mini-
mum price: production contract; basis contract:
partial payment contract: canola cash contract;
or special crop production contract.

currently
roducer car
deferred

ptions - cash ticket or

\A S

While all farmers dream ;r’ at the top of
the market, it is not realistic 1 achieved.
Many farmers target the mp third of the market
Whatever your target or goal. Alberta Pcol can pro-
vide a wide range of tools to help you choose the
pest marketing plan for vour individual farm.

youd like further information on any of the grain
ma "keting options or ¢ s offerad by Alberta
Pool. please talk to your [L,Cd! Pool Manager.

POOL COMMODITY TRADING

Alberta Pool ©

ffers futures trading for growers
and users of commodities through Pcol Commodity
Trading Services (PCTS). Today. interest and a y
in futur es trading is ||OUI ISning

PCTS is a division of XCAN GCrain Pocl Ltd. [t
was formed in 1992 by Ult three prairie Poals to
focus specifically on the agric Jlt' Ire industry and
related commodities. It's essentially a brokerage



that links growers to the various commodity mar-

kets by providing trading services to farmers who
want to use the futures market to price their grain.
customers can access the
Winnipeg Commodity Exchange, as well as all US.
based exchanges. Prior to PCTS being formed. farm-
ers who wanted to trade futures ac:;vc"y had
limited opportunity as trading usually had to be
conduczes through securities firms located in major
centres. Today. regional offices are located in all
three prairie provinces with Albertas office based
out of Red Deer.

Trading volume rose 44 per cent between
January 1992 and April 1994 and revenues during
the same period increased 99 per cent. "Our active
client base in Alberta has increased more than 224
per cent since January 1992° says Bevyn Litke.
PCTS manager. ‘In today's tight-margin markets,
more and more farmers are looking to agencies like
PCTS to give them access to the futures market
and the potential for improved returns.

Through PCTS.

For more information on PCTS and the services
it provides, call Alberta Pools Red Deer Regional
Office at 1-800-661-7252 and ask for any member
of the PCTS team.

AGRO OPERATIONS

Alberta Pools commitment to expand the agro
side of its business and provide new and improved
products to \t% customers was redfﬂrmod several

times during the 1993/94 crop year. The construction

of new state-of-the-art agro warehouses was com-
pleted at Rockyview, Broxburn and Magrath. At the
same time, numerous upgrades to existing agro sites
were completed in an effort to expand the range of
products and services available at Pool cutlets.

Alberta Pool's long-range plan for the agro
business highlights 5tra tegic locations where
Alberta Pool plans to construct new facilities or
upgrade existing ones. During the past year. close 10
$9 million was invested in projects aimed at improv-
ing service to F’OJ] customers. Over the next five
years, a tota $22 million is targeted for Alberta

Pools agro plan.

The Division has led the industry in meeting the
changing needs of farmers and society. Investment
in new ag:o product warehouses has been heav y as
Alberta Pool strives to comply with warehouse
standards initiated by the Crop Protection Institute
Along with the construction of new warehouses,
there has been a substantial investment in applica-
tion equipment and training of staff to meet the
ever changing needs of our increasingly sophisticat-
ed customer base.

"Our ability to provide specialized agro services
to our customers is enhanced by the construction
of new facilities and the training of our people’
explains Rob Haag. Alberta Pool's Agro Business
Development Advisor. “The new facilities allow us to
offer new technologically-advanced equipment.
professional agronomic advice and custom applica-
tion services to a broader-base of farm customers.

Increased prices for farm products. a renewed
optimism in the farm community and Alberta Pools
efforts to improve customer service in the agro
segment of its businesses led to exceptional growth
n Alberta Pool's farm supply business in 1993/94
Sales from agro products reached a record $190 mil-
lion this past year and Alperta Pool was successful
in gaining market share in most product lines.
Overall sales of fertilizer, crop protection products
and twine increased by an incredible $355 million or
22.9 per cent.
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eature Reports

S[EII IIISIH[SS UNIT

eed Business Unit was formed in
ational areas of Alberta
S seed business irtf‘: one division. Located in
Camrose, the JBL has quickly | become one of Alberta
Pools most efficient and successful divisions.

pr ewdes Suppur t to

on the retail end of
from helping far'rr“ur‘*;
contracts for the p

the seed business Ewytmg
test seed samples and signing
"oduc U n of B-16 Oé to accept-
ing tenders for in_Jrags:' seed is handled by the
experienced staff of the SBU. The focus of the Unit
both the farm customer and the end-user of

Car dthI grown seed
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The unit concept adopted by Alberta Pool's
SBU has generated efficiency imprevements and
created several potential o tunities for
and development. It's also meant better service
better selection for Pool customers domestically
and internationally.

During the past crop year. the SBI
rignts to ten new varieties. incr \:flb\f\‘.‘
of Ultrabred varieties marketed by tne
Of this number. ten were reenffer»w ]
strong mar ket for seed and an aggre
approach b J, Pool staff resulted in sale
unit of $276 million in 1893/94, up 531 n
previous year.

‘Once again. our Unit was leac '
seed sales which increased 26 pﬁw cent t
lion” said SBU Manager Cle ‘
seed 1s becoming the brand : =
many Alberta growers because of its strong
nomic characteristics and relianility. Our
program is second to none in western Canada and
its reputation is showing results in many of the
new varieties being brought to market under the
Ultrabred name’”

RESEARCH & DEVELOPMENT

Alberta Pool's Research
Department and the Ultrabred
pocled their effor L_l to produce a
tion for farmer

SUCCess s

and Development
brand name have
winning combina-

ar, there were several

]hﬁ .” esed r-:" ;

wn_uuvcd var H_E,J
The departmen

nerships with

t r*.za&rltum._] Sevel ——

other plant br e-:-r?ﬂr*-'-

and is continuing to se

varieties (one by ’:{y and
od for registration. In
) also supported dhe' ta
Poo \': Jer Business l‘mT (SBL)Y in acquiring an addi-

tional five varieties thro ering oro

rment

gh a tenc

The department also assis
Directors in finalizing an ac
University of British Columbia on the
development of Creeping Red F

anad was




active in market development. particularly in the
former USSR and in the Pacific Rim. This latter area
offers the best immediate opportunity for increased
sales of western Canadian crops.

In the spring of 1994, the department complet-
ed a long-term agreement with the University of
Alberta on canola breeding: an agreement that
greatly strengthens the organization's ability to
secure improved canola varieties in the future.

"The pooling of resources with the University
of Alberta offers efficiencies in research. logistics
and genetic evaluation not available if the pro-
grams run separately,” explains Dick Klaffke.
Alberta Pool's Manager of Research and
Development. “This new collaboration offers poten-
tial for very high returns to the agricultural grains
industry of western Canada’

Alberta Pool outbid many competitors for the
exclusive rights to one of the University of
Alperta’s most promising Argentine canola varieties
this past year. Klaffke says this particular variety
has shown outstanding yield potential - as much as
17 per cent higher than standard canola varieties -

BUSINESS SEGMENTS

For the Year Ended July 31, 1994 $(000s)

and also has impressive resistance to blackleg.
Alberta Pool is hoping to register this new canola
variety in 1995 and if approved. it could hit the
market the same year.

ULTRABRED VARIETIES

Alberta Pool's Research and Development
Department has teamed up with the Pools Ultrabred
program to produce a number of proven varieties for
western Canadian farmers. Among these varieties are
Oslo and Conway wheats, Legend. Colt and Horizon
canola, Express peas and B-1602 malt barley. WLZ25
alfalfa. Carneval peas and Legacy canola are the
latest to join the list.

“Ultrabred is a product line developed and eval-
uated in western Canada to fit the needs of
farmers in western Canada.” says Keith Martin.
Ultrabreds Marketing Supervisor. “Ultrabreds field
evaluation program permits research personnel to
provide farmers with a complete information and
performance package about every variety licensed.
It's practical. useful information that has years of
testing behind it

GRAIN TERMINALS AGRO ELIMINATIONS TOTAL
1994 1993 1994 1993 1994 1993 1994 1993 1994 1993
Revenue o
External 890,485 623,722 73,592 73653 210,395 170,760 1,174,472 868,135
Inter-Segment 3,169 3527 2,677 2914 (5,846) (6,441) 0 0
893,654 627249 76,269 76567 210,395 170,760  (5,846) (6,441) 1,174,472 868,135
Operating Income 13,602 15215 16,441 17,094 6,592 2391 36,635 34,700

General Corporate Expense
Interest Expense

Equity (Loss) Income of Affiliates
Taxes

Net Earnings

(24,606) (28,302)

(6,902) (3.272)
(638) 1919
(220) 470

4,269 515
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eature Reports

Six new Ultrabred varieties were supported fo
registration the past year; three canola. two barley
and one oats. In addition. Alberta Pool secured the
rights to market the first genetically-engineered
canola variety in western Canada. Klaffke says this
new var |et} L up for registration in 1995 and if
accepted. will result in a whole new production
package for farmers.

Several new varieties with higher yield poten-
tial or better disease resistance are also in the
works. In 1894, Alberta Pool marketed the new
canola variety Legacy and registered the new culti-
vars Frontier (AK88528) and B2014

PR R ER N
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Some malt barley varieties registered in the
past two years are also showing promise. A two-
row malt barley called B1215 is in the market
development phase and results to date show it has
superior agronomic characteristics to Harrington.
"The most encouraging aspect of Bi2i5 is that it has
market potential in the domestic. US. and foreign
markets, particularly in Japan’ says Klaffke

Klaffke says there is also considerable potential
in many of the Pools six-row malt barley varieties.
AC-Buffalo (a variety acquired from the
Agriculture Canada Research Centre in Brandon)
and BT926 (a variety developed with American
brewing giant Anheuser-Busch), are both in the
market evaluation phase and have yielded some
promising results to date.

"As technology improves, better varieties are

coming out much quicker, says Martin. "The new.

marketplace contains several new varieties and our
customers know they can rely on Ultrabred seed
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because we do everything we can to ensure a vari
ety performs before it gets into the mometp!ace

For more information on Alperta Pool’s research
program or Ultrabred varieties, farmers can call Dick
Klaffke at (403) 290-4904 or Keith Martin,
Ultrabred Supervisor at (403) 679-5144

The popularity of special crops has been rapid
in recent years. This past year was no exception.
More and more farmers are including special crops
like peas. mustard. lentils or spices in their cropping
rotations.

The 1993/94 crop year was the secord year of
operation for Alberta Poals Special Crops Business
Unit. The SCBU realized a 370 per cent increase in
the total volume of specia! crops sourced in
1993/94 when compared with the previous year,

Alberta Pool's SCBU provides farmers with a
stable, aggressive, service-oriented source for mar-
keting and processing special crops. It contracts
acreage on peas. lentils, mustard, safflower. canary
seed and spice crops. This past year. the Unit also
entered into a joint venture with Wilbur-Ellis to
process Timothy Hay for export to Far East markets.

One of the SCBUs more exciting ventures over
the course of the last year has been the completion
of a new pea meal processing facility in Camrose.
The Unit is now actively marketing pea meal and
Peacan meal to the feeding industry.

One of our main areas of focus in the special
crops business is to make sure we do wnat is nec-
essary to open up new markets for pea growers,’
says Macfarlane. In the past. feed mills, feeders and
others have been approached about expanding the
use of peas as a feed stuff, but to really establish
the market, lay the foundation for future growin,
and ensure consistency and stability of supply. we
felt we needed 0 take this step’

The new plant is now fully equipped to clean
blend and mill peas into a pea meal that meets the
consistency and quality reguirements of hog grow-
ers in the province For hog growers, the pea meal
production facility Shoulci be chcmb news
because consistency of protein in peas is something
the new facility will guarantee.



Macfarlane says that when hog farmers grow
or purchase peas. protein levels can vary dramati-
cally. The blending and cleaning equipment and
detailed analysis of product coming out of the
Camrose plant will eliminate any unzertainty about
protein levels and allow hog growers to build their
rations with confidence that they've met their pro-
tein reguirements.

In addition to producing pea meal, the plant also
produces a special blend of peas and canola - called
Peacan - that ensures performance. but is a lower
cost alternative to soy meal. Peacan is a blend of 1/3
canola meal and 2/3 pea meal. In short. says
Macfariane, Peacan is Alberta’s home-grown
replacement for soya

"Our trials show pea meal and Peacan meal give
similar results to all-soya diets, but at current mar-
Ket prices. Peacan meal offers a cost savings of
$2.00 per shipped pig over soya.” notes Macfarlane.

Additional information about Alberta Pool's
Special Crops Business Unit or the Camrose Pea Mill
is available by contacting the facility directly at (403)
672-3829; Special Crops Trader Dave Macfarlane at
(403) 382-3412; or Special Crops Business Unit
Manager Blair Roth at (403) 382-3405.

Condominium storage is the newest. most inno-
vative service to hit the grain industry in years and
it's available from Alberta Pool.

The condominium concept provides personal-
ized and specified storage space to a producer.
Unlike traditional on-farm storage bins, condomini-
um storage is situated adjacent to an on-track
grain elevator. Alberta Pool presently offers stor-
age space in 4000 bushel units at Legacy Junction,
Falher and Vermilion.

Alberta Pool's condominium storage agreement
allows farmers to purchase a defined volume of
space with flexibility to utilize the storage as they
see fit. Grain delivered to the elevator is co-min-
gled with like grades and varieties delivered by
other owners

Alvin French, Alberta Pools Operations Manager
in Falher, says the advantages of condominium stor-
age include increased storage capacity. flexibility to
haul grain at your own convenience (thereby avoid-
ing road bans and inclement weather), and the ease
of a phone call to the elevator manager if you want
to sell your grain.

‘Farmers are also attracted by the fact that
Alberta Pool assumes liability for the condition of
grain. we cover the taxes. repairs and maintenance
during the first five years. and guarantee the pur-
chase price during that same five year time frame’
said French.

Each 4,000 bushel condominium storage unit
sells for $10.000 ($2.50 per bushel). Attractive
financing arrangements are available for farmers
interested in purchasing a condo storage unit. For a
personalized consultation on condominium storage
call: Don Gordash, Operations Manager, Camrose
(403) 672-2280; Alvin French, Operations Manager,
Falher (403) 837-2093; or Russell Stewart.
Operations Manager. Yermilion (403) 853-1979.
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ENVIRONMENTAL INITIATIVES Warehousing Standards Tne upgra
ing of new warehouses for the stora
of pesticides to me ot Ir ldum yoan
standards continued ir
standards which come ir
Incre , the environ- ensure Alberta Pool faci
ment. new environmental protection laws and tal rules. safeguard employee al"d public saf
her penalties for environmental pollution protect the environment. Wher comple
d that Alberta Pool undertake actions that the plan w
minimize any impact cn the environment. faciliti : C
10 about 556 in t 1e Albe

nd t."”"’

Alberta Pool is committed to
environment in the cond of its 0

oW environmen-

see the number of waret

rta Pool system

Farm Environmental Assessment Manual

The manual - a ~‘~‘—f1r1r inistered. f [|1f for
measuring and quantifying a Mrm- environmental
performance - was mad ' 300
farmers and a large nurr
tions and gowve
Conservation 2000 Program Durirg t
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' C 0 the Environmental
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4 were:
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Management Report

The accompanying consolidated financial statements of Alberta Wheat Pool and its subsidiaries,
together with other information contained in this annual report have been prepared by Management, who
have full responsibility for them. and approved by the Board of Directors. The statements reflect the results
for the year ended July 31, 1994, and the financial status of the organization as at that date.

Managements responsibility includes ensuring that the financial statements are presented in accor-
dance with generally accepted accounting principles, and that appropriate systems of internal control are in
place to provide reasonable assurance as to the reliability of the financial information, as well as the safety
of all of the organizations assets. The Board of Directors approval of the financial statements and related
information is carried out principally through its Audit and Finance Committee which reviews them with
Management and recommends their approval by the Board.

These consolidated financial statements have been examined by the Members auditors. Deloitte &
Touche, whose report is presented separately. Concurrent with their examination, the auditors had full
access to the Audit and Finance Committee on all matters pertaining to the financial presentation and
internal controls. as well as other related issues,

OZ-, _@cw)

G. J. Dewar L. J. Gracie
Chief Executive Officer Acting Chief Financial Officer

Auditors’” Report

To the Members of Alberta Wheat Pool:

We have audited the consolidated balance sheet of Alberta Wheat Pool as at July 31 1994 and the
consolidated statements of operations and retained earnings and changes in cash for the year then ended
These financial statements are the responsibility of the Association's management. Our responsibility is to
express an opinion on these financial statements based on our audit.

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

In our opinion, these consolidated financial statements present fairly, in all material respects. the finan-
cial position of the Association as at July 31,1994 and the results of its operations and the changes in cash
for the year then ended in accordance with generally accepted accounting principles.

Calgary. Alberta )M ”VZdé

October 13, 1994 Chartered Accountants
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Gonsolidated Balance Sheet

As At July 31, 1994

1994 1993
$(000s)
ASSETS
Current Assets
Cash 6,908 4858
Accounts receivable 175,980 135,115
Inventories (Note 3) 157,186 135,450
Prepaid expenses 7177 3.929
347 251 279,352
Property and Equipment (Note 4) 152,221 145,815
Investments and Memberships (Note 5) 22,149 21,009
Other Assets 556 518
522177 446 694
LIABILITIES
Current Liabilities
Cash fickets outstanding 38,321 22,153
Short-term loans 165,271 148,600
Accounts payable 82,840 43,001
Current maturity of long-term debt 382 358
286,814 214112
Loans From Members, Staff and Co-operatives (Note 6) 49945 49,455
Long-Term Debt (Note 7) 26,636 11,223
Obligation Under Loan Guarantee (Note 8) - 16,000
Minority Interest 3,555 4177
366,950 294 967
MEMBERS' EQUITY
Equity Issued to Members (Note 9 118,367 119,136
Retained Earnings 32,591 32,076
Net Earnings 4,269 515
155,227 151,727
522177 446 694

APPROVED BY THE BOARD

du 4.

T. A. Graham, Director
22
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Gonsolidated Statement of
Operations and Retained Earnings -

For the Year Ended July 31, 1994

1994 1993
$(000s)
Revenue
Sales and other operating revenue 1,174,472 868,135
Cost of sales 947,619 701,795
176,853 166,340
Expenses
Human resources 82,197 82,193
Other operating 17,680 14,294
Depreciation and amortization 15,137 14,887
General and administrative 13,482 12,185
Repairs and maintenance 12,017 10,508
Property taxes 9,588 9,543
Interest 6,902 8,272
Rentals 6,608 5680 i
163,611 157,562
Earnings from operations 13,242 8,778
(Gain on disposal of investment - 2,110
Earnings attributable to others (Note 10) (8,753) (10,843)
Earnings before provision for taxes 4,489 45
(Pravision for) recovery of faxes (220) : 470
NET EARNINGS 4,269 515
Retained earnings, beginning of year 32,076 32,079
Less patronage refunds allocated as members' equity - 3
32,076 32,076
Net earnings allocated aheoC) 913 :
RETAINED EARNINGS, END OF YEAR 32,591 32,076

23




Gonsolidated Statement of

For the Year Ended July 31, 1994

1994 1993
o $(000s) 2
Gash provided by (used in):
Operating Activities
Earnings from operations 13,242 8,778
Items not affecting cash:
Depreciation and amortization 15,137 14,887
Earnings atributable to others (8,753) (10.843)
Write down in investment 1,000 1,000
(Provision for} recovery of taxes (220) 470
(Gain) loss on sale of property and equipment (48) a7
Minority interest (622) 47
Equity (earnings) loss from investments (120) 1,523
19,616 15,959
Change in non-cash working capital items (26,010) (73.205)
(6:394) (57,246)
Financing Activities
Increase in long-term debt 15,437 9,072
Payment of obligation under loan guaraniee (16,000)
Members' equity payments (769) (6,456)
Increase (decrease) in loans from members, staff and co-operatives 490 (929)
(842) 1,677
Investing Activities
Purchase of property and equipment (21,077) (14.912)
(Increase) decrease in investments and memberships (2,604) 3,094
(Increase) decrease in other assets (146) 659
Proceeds on disposition of property and equipment 274 240
(23,553) (5,919)
DECREASE IN CASH (30,789) (61,488)
Cash, beginning of year (165,8495) (104,407)
Cash, end of year (196,684) (165,895)

Cash is defined as cash tickets outstanding and short-term loans, net of cash.

24




Notes to the
Gonsolidated Financial Statements

For the Year Ended July 31, 1994

1. NATURE OF BUSINESS

Alberta Wheat Pool (“the Association") is incorporated by a special Act of the Alberta Legislature and is primarily engaged in the
supply of services to the Agriculture industry. A significant portion of its transactions is with members of the Association.

2. ACCOUNTING POLICIES
In preparing its financial statements the Association follows generally accepted accounting principles. The following is @ summary of

the significant accounting policies adopted by the Association;
Principles of consolidation
These consolidated financial statements include the accounts of Alberta Wheat Pool and its subsidiaries:

Percentage Ownership

Western Pool Terminals Ltd. 60%
Pacific Elevators Limited 60%
Alberta Wheat Pool Financial Corporation 100%
Prairie Food Holdings Inc. 100%
Demeter (1993) Inc. 100%
Alberta Industrial Mustard Company Ltd. 50%

All significant inter-company transactions have been eliminated.

Investments and memberships

The Association uses the equity accounting method for recarding the carrying value of its investments in certain affiliated companies
over which it has significant influence.

Portfolio investments are stated at cost less provisions for permanent decline in value when appropriate.

Property and equipment

Property and equipment are recorded at cost less investment tax credits earned. Depreciation is charged on either a straight-line or
a declining balance basis at annual rates varying from 4% to 30%, designed to amortize the cost of the assats over their useful lives.

Other assets

Goodwill and patent rights are amortized on a straighi-line basis over five years.
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Notes to the
Gonsolidated Financial Statements
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For the Year Ended July 31, 1994

ACCOUNTING POLICIES (continued)

Recognition of income

Handling revenues related to country and terminal elevators are considered earnad at the time that shipments are made from
the facilities.

Revenues from grain overages registered in advance at the terminal elevators are recorded at the time of registration.

Foreign currency translation

The Association has an investment in an integrated foreign operation in the United States. The temporal method is used to translate the
financial statements of the foreign operation.

Net earnings
Net earnings are allocated by way of patronage refunds according to the equity targets established by the Board.

Income taxes

The Association follows the tax allocation method of accounting. Taxes otherwise payable for the year have been eliminated primarily
through the allocation of fax deductible patronage dividends.

INVENTORIES
1994 1993
$(000s)
Grain purchased for delivery to the Canadian Wheat
Board, valued at established delivery prices, after
deferral of unearned handling revenues 96,477 85,024
Grain valued at cost, with unrealized gains or losses on
contracts being deferred until the contracts are closed 11,773 2918
Other inventories, including seed and agro supplies,
valued at the lower of cost and net realizable value 48,936 47508
157,186 135,450




4. PROPERTY AND EQUIPMENT

Property and equipment are classified by operating division as follows:

1994 1993

$(000s)
Accumulated Net Book Net Book
Cost Depreciation Value Value
Country facilities 206,724 130,267 76,457 69,396
Terminal operations 142,040 79,740 62,300 64,939
Other 29,059 15,595 13,464 11,480
377,823 226,602 152,221 145,815

During 1994, interest of $73,000 (1993 - $1,376,000) was capitalized on major projects under construction.

5. INVESTMENTS AND MEMBERSHIPS

1994 1993
% Ownership $(000s) % Ownership $(000s)
Equity investments

Ridley Grain Ltd. 26.2% 7,081 291% 8,195
Drummond Brewing Company Ltd. 50.0% 4373 50.0% 4,431
XCAN Grain Pool Ltd. 33.3% 4,444 33.3% 4,159
Lloydminster Joint Venture 50.0% 3,009 - :
Other - 2,450 - 3,484
P oy 20,269

Portfolio investments and
memberships - 792 - 740
22,149 21,009

6. LOANS FROM MEMBERS, STAFF AND CO-OPERATIVES

Substantially all loans from members, staff and co-operatives are on a demand basis. However, experience has shown that such
obligations are outstanding for longer than one year and accordingly they are not included in current liabilities. Interest paid during
the year was $2,665,000 (1993 - $2,925,000).
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LONG-TERM DEBT

1994 1993

$(000s)
Alberta Wheat Pool Term loan 25,795 10,000
Western Pool Terminals Ltd. 6-5/8% mortgage 1,223 1,581
27,018 11,581
Less current maturity 382 358
26,636 11,223

Three term facilities totalling $25,795,000 have been entered into by the Association. As of July 31, 1994, the full amount of two facili-
ties had been drawn.

The first facility is a $15,000,000 revolving term loan. This facility has a one-year revolving period during which interest is payable at
prime, bankers' acceptances plus 5/8% cr London Inter-Bank Offer Rate plus 5/8%. On an annual basis the revolving period may be
extended an additional year or converted to a reducing four-year t2rm loan. Upon conversion to a reducing term loan, interest is
payable at prime, bankers' acceptancas plus 3/4% or London Inter-Bank Offer Rate plus 3/4%. The loan is repayable in quarterly
installments of $562,500 with the balance due at the end of the four-year term.

A second facility for $10,000,000 represents a five year term loan. During the first year of the loan a floating interest rate is in effect
with the option to convert to a fixed interest rate upen written notice. The floating interest rate is set monthly at a rate equal to the 30-
day Government of Canada Treasury Bill yield plus 1.40%. At the end of the first year or on written notice during the first year, the loan
converts to a fixed rate four year term. The fixed interest rate becomes the average of the five-year Government of Canada Bond yields
for three business days hefore conversion plus 1.40%. Principal is due at the end of the five years.

The third facility is a $2,200,000 interest free five year term loan of which $795,000 was drawn as of July 31, 1994. Instaliment pay-
ments of $232,207 are due in 1996 and 1997. The balance of the loan is due and payable July 1998.

The mortgage is secured by the proparty and equipment of Western Pool Terminals Lid. and is payable in annual instalments of
$463,000, including interest, to 1997.

Interest on long-term debt was $1,330,000 (1993 — §125,000).



LONG-TERM DEBT (continued)

Assuming that the loan is converted to a reducing term loan at the end of the current one-year revalving period, repayments of long-
term debt for the next five years ending July 31 are as follows:

1995 $

362,000

1996 $ 2771,000
1997 $ 2,798,000
1998 $ 2.817,000
1999 $ 18,250,000

OBLIGATION UNDER LOAN GUARANTEE

The Association was released from an obligation under a loan guarantee on July 15, 1994 after direct payment of an affiliated

company's loan.

EQUITY ISSUED TO MEMBERS

Members' equity is comprised of reserve and surplus plans. The reserve plan consists of the members' initial membership fees plus
any earnings allocated to members that have not been paid in cash. The surplus plan account includes the amount by which each
member's equity exceeds their individual reserve target amount. These accounts are eligible to be paid out in any year when the

Association has distributable equity.

Members' equity at beginning of year
Deduct members' equity purchased

Members' equity at end of year

As at July 31, members' equity is comprised of

the following balances:
Reserve plan
Surplus plan

1994 1993
$(000s)
119,136 125,602
769 6,466
118,367 119,136
70,463 70,718
47,904 48,418
118,367 119,136
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EARNINGS ATTRIBUTABLE TO OTHERS

The Association has investments in companies for which it is the majority shareholder but not the scle owner. The pro rata income of
these afiiliated companies attributable to other shareholders is allocated to the other shareholders as minority interest. In the case of
Pacific Elevators Limited, the earnings are not distributec on the basis of share ownership but rather are distributed pursuant to a sig-
natory shippers agreement which distributes earnings on the basis of volumes handled through the terminal.

1994 1993
$(000s)
Net earnings (loss)
Pacific Elevators Limited
Allocation to signatory shippers 8,652 10,796
Minority interest
Alberta Industrial Mustard Company Ltd. 117 -
Western Pool Terminals Ltd. (16) 4
8,753 10,843
LEASE COMMITMENTS

The Association leases a variety of equipment under various operating leases which will be in effect until July 31, 1999. Future lease
paymertts aggregate $8,725,000 &s follows:

1995 $ 2,714,000
1996 $ 2,319,000
1997 $ 1,649,000
1998 $ 1,333,000
1999 $ 710,000

COMMITMENTS AND CONTINGENCIES
The Association has guaranteed and is contingently liable for up to $5,625,000 of the debt owed by affiliated companies.



13.

14.

15.

PENSION PLANS

The Association has defined benefit pension plans covering substantially all of its employees. The most recent actuarial valuation of
the Association's obligation was made as of January 1, 1993 and indicated an obligation of $66,983,000. Based on the January 1,
1993 valuation, a projected obligation for July 31, 1994 was set at $66,387,000 (1993 - $66,796,000). The market value of the assets
at July 31, 1994 is $66,012,000 (1993 - $67,206,000).

RELATED PARTY TRANSACTIONS

The Association operates as a cooperative and, as such, conducts a substantial portion of its business activities with related parties

consisting primarily of the Association's shareholder members and companies owned or significantly influgnced by the Association

together with other western Canadian cooperatives. In addition fo transactions with members, including grain purchases and sale of
farm products, the Association acquires from and sells to other related parties certain other goods and services in the normal course
of business.

COMPARATIVE FIGURES
Certain comparative figures have been reclassified to conform with the current year's method of presentation.
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