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	PanCanadian to Buy Alberta Energy
In Agreement Valued at $6.6 Billion

By TAMSIN CARLISLE 
Staff Reporter of THE WALL STREET JOURNAL
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Dow Jones, Reuters
PanCanadian Energy Corp. (PCX)
PRICE
CHANGE
U.S. dollars
26.20
-2.10
11:46 a.m. 

 
Alberta Energy Co. (AOG)
PRICE
CHANGE
U.S. dollars
37.99
1.00
11:47 a.m. 
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* At Market Close
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CALGARY, Alberta -- PanCanadian Energy Corp. agreed to acquire Alberta Energy Co. for about $6.6 billion, in a deal the companies say would create one of North America's biggest independent energy producers.

The move, which the companies are billing as a merger of equals, comes as several large Canadian energy producers have been snapped up by U.S. rivals. Analysts say the combination of PanCanadian and Alberta Energy would help shield these companies from being acquired and would provide a larger capital base for them to expand internationally. The joined entity would be renamed EnCana Corp.

"We have decided to come together as equals from positions of strength so that we can achieve a stronger future in this highly competitive marketplace," said Alberta Energy President and Chief Executive Gwyn Morgan, 57 years old. He said the combined company would have "the size and technical capabilities to manage the challenges associated with developing high-impact North American and offshore projects."

Under terms of the agreement, PanCanadian would issue 1.472 of its shares for each Alberta Energy share, valuing Alberta Energy at $41.66 a share based on Friday's closing price. The companies said the ratio is based on the average of the closing price for the 10 trading days ended Wednesday, Jan. 23, 2002. PanCanadian shareholders would own 54% of the combined company, with the balance owned by Alberta Energy holders.

The companies, both based in Calgary, said Mr. Morgan would become EnCana's president and CEO, while PanCanadian Chairman and CEO David O'Brien, 61, would serve as nonexecutive chairman. PanCanadian and Alberta Energy would have equal representation on EnCana's board. The planned merger, which is expected to close in April, requires approval by regulators and both companies' shareholders.

PanCanadian has been seen as vulnerable to a potential takeover since it became widely held after being spun off from Canadian Pacific Ltd. last fall. Despite falling energy prices, a weak Canadian dollar continues to make that country's energy companies vulnerable to foreign takeovers. Last fall, independent energy producer Burlington Resources Inc. agreed to buy natural-gas concern Canadian Hunter Exploration Ltd. for $2.08 billion. And Devon Energy Corp., one of the largest independent energy producers in North America, bought Canada's Anderson Exploration Ltd. The PanCanadian and Alberta Energy merger pact has a breakup fee of 350 million Canadian dollars (US$217.4 million). Still, disclosure Friday that the companies were in talks triggered market speculation that another player could make a bid for PanCanadian.

At 4 p.m. in New York Stock Exchange composite trading on Friday, PanCanadian's stock was priced at $28.30, up 9%, or $2.34. Alberta Energy rose 15 cents to $36.99 on the Big Board.

A combination of PanCanadian and Alberta Energy would produce 2.7 billion cubic feet a day of natural gas and 255,000 barrels of oil and natural-gas liquids in 2002, with combined oil and gas production forecast to increase 55% by 2005, the companies said. Besides substantial Canadian energy assets, PanCanadian has a major interest in Buzzard, one of the largest oil discoveries in the North Sea in years, and has operations in the Gulf of Mexico. Alberta Energy has substantial assets in the U.S. Rocky Mountains and Ecuador. The companies also would have one of the biggest natural-gas storage networks in North America.

The companies projected they would achieve within one year annual pretax cost savings of about C$250 million from operational synergies, and a further C$250 in annual cost savings from integrating their capital programs. In 2002, the combined company's capital spending would total C$3.8 billion, they said.


