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TO THE SHAREHOLDERS

The principal objective of your Company in 1982
was to survive. We were successful. You are well
aware the Company 1s 1n serious financial difficulty,
kut our plan of recovery is taking shape and there 1s
reason for optimism. The problems are extremely
complex with a large number of outside forces
constantly at work and many different groups of
creditors with varying interests to be satisfied. In such
circumstances progress comes slowly and only after
many setbacks and a great deal of frustration.
However, persistence 1s paying off and when our
restructuring plan is approved, the Company will not
only survive but be in a strong position to meet the
future.

The financial resulis for 1982 clearly illustrate why a
major restructuring is required. These statements
were approved by the Board of Directors on May
27, 1983 and reflect all significant transactions to that
date.

The consolidated balance sheet shows long-term debt
and bank indebtedness of $923 million on total

assets of only $1,162 million. Of this debt, $723 million is
owed by the parent company whose only direct

cash flowing assets are those of the Qil Products group
(refining and marketing). The returns from the

assets of the Resource Services group (Challenger
International Services Ltd.) and the Oil and Gas

group (Bankeno Mines Limited and Merland
Explorations Limited) are dedicated to servicing the
debt of those respective subsidiary companies and

no cash flow is available for the parent company.

The working capital deficit increased by $339 million
In 1982 primarily because of the reclassification to
current liabilities of loans in the amount of $133 mullion
assoclated with the Company's purchase of Merland
Explorations Limited, the additional $80 million
berrowed to complete the refinery and the deficit
from operations of $64 million. The Turbo
unconsolidated balance sheet (enclosed as
supplementary information) shows that the parent
ccmpany had a working capital deficit at December
31, 1982 of $448 million. This further emphasizes that
the Company's financial problems lie primarily with
the parent company rather than with the subsidiaries.

Revenues for 1982 of $399 million showed an

increase of $39 mullion, or 7%, over those for 1981, This
growth results from an improvement in revenues in
the O1l and Gas segment of $40 million and in the Qil
Products segment of $56 million, offset by a

reduction in revenues from the Resource Services
sector of $57 million. The increased revenue from

the Oil and Gas segment is primarily due to the fact
that the comparative figures include only the last six
months of Merland's operations in 1981, The increased
revenues generated from oil product sales were

largely due to wholesale volume increases by the Qil
Products group. The decline in Resource Services
revenues reflects the depressed state of the drilling
market in North America in 1982 which registered
significant declines in both nig utilization rates and day
rates,

Low margins for refined cil products and poor dnlling
industry conditions were the prime contributers to

the operating loss of $12.7 million. The depressed
Western Canadian drilling industry has a two-fold
impact on the Company, as it not only has an
immediate and direct effect on the profitability of

the Resource Services group, but also negatively
impacts the demand for, and therefore the price of,
diesel fuels iIn Western Canada, thus affecting the
profitability of the Oil Products group. Operating
income from the Oil and Gas segment improved
substantially over 1981 to $15.8 million due to the
inclusion of Merland for the whole year and increases
In production and pricing.

Interest expense of $99 million and the extraordinary
write down of the real estate assets by $12 million
further increased the loss in 1982 to $128 million or
$5.10 per common share and $4.24 per special share.

The details of the restructuring plan are still being
finalized, but the essential elements are a continuing
program to reduce debt by selling non-cash flowing
assets, substantial conversions of debt to equity and a
rescheduling of the remaining debt over a
reasonable period of time. This will provide a sound
financial base and allow management to

concentrate on improving operating results.

Timetables for completion of the restructuring plan
have been derailed several times over the past year,
often by forces beyond the Company's control.
Subject to this happening again, we hope to have
reached a general consensus on our present plan
with the ten lending institutions and the Alberta and
Federal governments, by the date of the Annual
General Meeting on June 29, 1983. This would permit
us to announce details at that time and to commence
the approval process with the Partially Convertible
Debenture holders, the Bankeno Warrant holders,
the Merland minority shareholders and the preferred,
special and common shareholders. This process
would likely take about three months, culminating in a
special meeting of all our shareholders in October,
1983.

Our lenders have been supportive through this
difficult period. All parties have been working towards
an agreement which will ensure the Company has

the ability to continue to operate after the

restructuring. In the meantime, the Company has

been operating on a cash-in cash-out basis as no
additicnal funds have been provided by the lenders
since the completion of the refinery. It is anticipated



that once the restructuring plan is in place no new
funds will be required from lenders, as the Company
will be able to generate sufficient cash flow to meet
its ongoing obligations to trade creditors and meet
interest and principal payments on the restructured
debt.

The Alberta Government is owed $46 million for
deliveries of crude oil to the refinery prior to February
9, 1983. Of this amount, $20 million is secured by a

first mortgage on real estate assets. Subsequent to
February 9, 1983, crude oil is being supplied under

a daily payment arrangement. The Company owes $26
million to the Federal Government for levies due on
crude oil delivered to the refinery up to January 31,
1983. Both levels of government have been helpful
and cooperative in agreeing to these amounts being
dealt with under a restructuring plan.

The Company failed to meet the semi-annual interest
payment of U.S. $1.6 million due on May 15, 1983 on
the U.S. $25 million 12%% Partially Convertible
Debentures due 1990. As a result and as part of the
legal process, the Trustee for the debenture holders
has demanded full payment of the principal and
interest. However, no further action is anticipated until
the refinancing plan is completed when it will be
presented to the debenture holders for approval.

The warrants issued by Bankeno Mines Limited in
conjunction with Bankeno's offer for Merland have a
provision whereby the warrants could be put to
Turbo for $3.50 each during a thirty day period
commencing March 17, 1983. As announced by
Turbo prior to that date, Turbo was not able to meet
that cash obligation. Turbo intends to make an offer
to all Bankeno warrant holders (representing
approximately 2.4 million warrants) as part of the
restructuring agreement and not just to those who put
their warrants to the Company.

Of all the i1ssues to be resolved by the restructuring
plan, the most complex is that relating to Turbo's
obligation to the Merland minority shareholders, which
arose when the Company acquired its interest in
Merland in 1981. The Company has made it clear that
1t does not have the financial capacity to make an
offer equivalent to $13.13 per share for the balance of
the Merland shares. A settlement, within the
restructuring plan, using the “top up” concept,
whereby the Merland minority keep their shares

and recelve compensating consideration from Turbo,
is now the only practical solution.

A settlement proposal was made in December, 1982
suggesting the Company's U.S. oil and gas assets
(excluding those owned by Bankeno and Merland) be
accepted as a "top up”, but this proposal was

rejected by the Merland minority. Meetings were then
held with an ad hoc committee of the Merland

minority but their demands of a "top up" of either cash,

Merland shares held by Bankeno, Bankeno shares
held by Turbo, or a splitting of Merland's assets into
two separate companies, are either not within
Turbo's financial capability or acceptable to the other
principal creditors.

As you are aware, the Company announced on March
2, 1983, that 1t intended to sell its 90% interest in
Bankeno Mines Limited in order to reduce bank debt.
Bankeno holds approximately 55% of Merland,
significant oil and gas assets of its own, a 25% royalty
interest in the Polaris lead/zinc mine operated by
Cominco in the Canadian Arctic, and a small minority
interest in Panarctic Qils Ltd. This move was
heralded as a very positive step by the Merland
minority as they believe a separation of Merland

from Turbo would be to their benefit. However, on
March 22, 1983 the Ontario Securities Commission
issued temporary orders and directions against Turbo,
Bankeno and the Canadian Imperial Bank of
Commerce, which effectively freezes the sale of the
Bankeno or Merland shares until the Merland
minority problem has been satisfactorily resolved. A
hearing to be held by the OSC to determine

whether these orders and directives should be made
permanent will commence on July 11, 1983.

The Company is presently formulating a settlement
offer within the restructuring plan which it believes

to be fair and reasonable in the circumstances and
which appears to meet most of the criteria of the
Merland minority and the Ontario Securities
Commission. The intent of the follow-up legislation
under the Ontario Securities Act is to provide minority
shareholders with the same premium as that

received by a controlling shareholder. Based on this
concept, the Company is proposing to offer, as a

“top up”, the difference between the average closing
market price of Merland shares for the ten days

prior to the Company acquiring the control block on
June 24, 1981 ($9.66) and $13.13. This premium of

$3.47 per share, together with an average interest rate
of 16% to the date the offer is officially made, results
ina "top up" of approximately $4.70 per share or a total
of $56 million. The Merland mincrity would receive

in consideration the same combination of Turbo equity
and debentures as the other unsecured creditors
previously mentioned. At a recent meeting with the ad
hoc committee there did not appear to be any
disagreement over the amount of the "top up”, but
some representatives believed the form of payment
should be different. Hopefully when this is resolved
and agreement is reached with the Merland

minority shareholders, the OSC will grant an
exemption order which will resolve the matter.

During 1982, the Company has made considerable
progress in the sale of assets to reduce debt and to
rationalize the Company's businesses into a more
profitable and manageable form. Despite the soft



market, most of the real estate development properties
have been sold and the real estate development
group disbanded. The Turbo Chemicals division and
the packaging plant in Edmonton have both been

sold. It is expected that the packaging plant and
warehouse in Winnipeg and the re-refinery and
blending plant in Edmonton will be sold in the next few
months. Fortunately. in the case of operating assets,
the sales have involved the transfer of all or most
employees so relatively few layoffs occurred.

A number of corporate and management changes
have taken place over the past year. In a major
corporate reorganization, the Company's oil and gas
assetls were sold to Bankeno in return for shares to
form an oil, gas and mining resource company of
which Turbo owns 90%. Mr. R. G. Brawn moved

over to Bankeno/Merland as Chief Executive Officer of
those two companies, to be responsible for this area
of activity. The separate corporate identity for
Challenger, as the Resource Services group, was
strengthened and management of Challenger is now
more clearly responsible to its own Board of

Directors. Challenger was also successful in arranging
the refinancing and rescheduling of its debt. Mr.

R. H. Allen continues as Chief Executive Officer of
Challenger. Queenston Gold Mines Limited 1s a
subsidiary of Challenger but a separate management
team and Board of Directors is in place for

Queenston with Mr. Michael Gray as the Chief
Executive Officer of Queenston. The corporate
reorganization and strengthening of corporate entities
was undertaken to more clearly establish similar
areas of business under their own management teams
and to provide more immediate and direct decision
making. Under this concept, Turbo Resources Limited
becomes a holding company and a refiner and
marketer of petroleum preducts.

A number of cost cutting steps have been taken in
all the companies to reduce operating and overhead
expenses. This has resulted in necessary but
unfortunate employee reductions. At the end of
December, 1982 the overall Turbo Group of
Companies had 1,942 employees compared to 2,875
employees at the end of 1981. Within Turbo itself
there were 671 employees at the end of 1982
compared to 920 employees at the end of 1981, The
employee count in Turbo at the end of May, 1983
was 570.

OPERATIONS REVIEW

Qil Products

The O1l Products group within Turbo is made up of
refining, supply & distribution and marketing.

Revenue of this group in 1982 amounted to $385 million
on assets of $359 million. The group experienced an
operating loss in 1982 of $2.9 million, but generated
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$3.3 mullion of cash flow. However, 1t is important to
note that the refinery only operated commercially for
the last three months of the year.

Turbo's new 30,000 barrel per day refinery at Balzac,
on the outskirts of Calgary, shipped its first product
in August and was deemed to be in full commercial
preduction October 1, 1983. The refinery has ‘state
of the art" technology and produces gasoline, diesel
fuel, heavy fuel oil, propane and butane. It has the
capability of producing asphalt at httle additional cost
when market demand warrants this additional
product. The refinery experienced a very smooth
start-up with no serious problems. In a full
examination of equipment undertaken during a
planned shut down in May no unusual wear or other
difficulties were encountered. The only problem for
the refinery is throughput. It is currently operating

at 68% of capacity owing to the drop in demand for
refined petroleum products in Western Canada.

The change has been dramatic as just two years ago
diesel fuel was in short supply and effectively
rationed in this same market.

Supply and Distribution 1s responsible for arranging
the supply of feedstock (principally crude oil) for the
refinery and selling the products produced. Sales
and trades are made with a wide variety of third
parties in addition to sales through Turbo's own
marketing outlets. In late 1982, a successful sale of
300,000 barrels of diesel fuel was made to South
Korea. In addition to such export opportunities, Turbo
has identified and recently penetrated the North
Western United States gasoline and diesel market in
order to enlarge the marketing area for the refinery
and improve throughput.

Turbo has approximately 300 retail and wholesale
marketing outlets from Vancouver, British Columbia
to Kingston, Ontario. Turbo's approach has been to
provide full service and competitively priced
products. Although 1982 sales volumes declined 5%
from 1981 levels, this compares favourably with the
10% decline in volumes experienced by the industry
generally. Efforts are being concentrated on
rationalizing outlets, opening new outlets in higher
growth areas and penetrating the industrial and
whaolesale markets.

In examining 1982 and first quarter results for 1983 of
the Oil Products group, it is important to note that the
dispute with Gulf Canada Limited, under an earlier
Product Supply Agreement, was settled and an
outstanding trade account of $13.8 million was paid
between September, 1982 and March, 1983 through
the sale of diesel to Gulf,

The key to an improvement in the Oil Products group
1s a turn around in the general economy which has a
direct impact on the demand and margins for



petroleum products. Prices at the pump, except for
Ontario, have been holding well since March, 1983 and
have improved our results. To give you an example

of the impact prices have on Turbe, an increase of one
cent per litre in the margin at the pump adds

$700,000 per month to the bottomn line of the Company's
financial results. It is easy to see what a devastating
effect the gasoline price war had on Turbo during the
period from September to December, 1982 and also
the effect of the 60 day delay in passing on the
December 31, 1982 oll price increase. Providing the
economic recovery continues, late 1983 and 1984
volumes and prices should increase and bring about
better results. In addition, the Qil Products group is
suffering because the delay in a refinancing
agreement is causing continued uncertainty and
therefore acting as a disincentive for potential
customers to trade with Turbo. It is felt that once a
rescheduling is achieved the value of the refinery's
strategic location will be realized and considerable
improvement in domestic sales will occur.

Resource Services

The activities of the Resource Services group under
Challenger International Services Ltd. include contract
oll and gas well drilling and servicing, mineral and
waterwell drilling, and oilfield supply, as well as the
distribution of heavy construction equipment. It
operates in overseas markets such as Libya, Egypt and
Pakistan, in addition to Canada and the United

States.

High interest rates, reduction in oil demand,

Canada's National Energy Program and the general
recessionary trend contributed to a disappointing
year in 1982, The Canadian drilling industry
experienced significantly lower activity levels
throughout the year, with the greatest reduction taking
place in deep hole drilling as no viable market
existed for deep gas sales. This area, unfortunately,
has been the drilling division's area of specialization
and the decline in this activity explains the 32%
utilization rate of Canadian drilling rigs in 1982
compared to 47% in 1981. The Canadian well servicing
group, in contrast, maintained a reasonable level of
activity and rig utilization rate as operators continued
to service existing ollwells to maintain supply.
Revenue dropped by 10% due to greater competition,
but profits increased slightly as a result of operating
efficiency.

The U.S. drilling and service rig market collapsed
suddenly in the first quarter of 1982 due to an
oversupply of rigs, changes in U.S. tax law, the
cumulative pressures of high interest costs, continued
lack of growth in the U.S. demand for energy, and
limited investor confidence. Challenger's U.S. offshore
1ig, however, continues to operate efficiently and
profitably.

Challenger's international operations showed
continued good results in direct contrast to that of
Canada and the U.S. Thus, overseas operations

were expanded in 1982 and continued growth is being
pursued in this area in 1983

In response to the very poor drilling markets, the
oilfield supply and related services operations were
severely cut back during 1982.

The heavy construction equipment division, located
in Western Canada, was severely hit by the downturn
in construction activity and cost reduction measures
were taken.

Mineral drilling, carried on by Heath & Sherwood
Drilling, experienced a downturn due to lower world
demand for metals and lower mineral prices,
thereby reducing revenues.

Efforts by the Resource Services group to improve
immediate and long-term operating results by
increasing efficiency and reducing operating costs
will continue in 1983. The group intends to provide a
greater emphasis on marketing, particularly in the
successful areas of its overseas operations. In Canada,
the drilling division continues to obtain a few drilling
contracts with large cil and gas companies as a result
of their prior association in contracting services.
Although the U.S. Operations did not meet profit
expectations, there is tremendous potential in the U.S.
and Challenger will maintain its position in the
marketplace in selective and successful areas.

Oil and Gas

The most serious problem affecting the petroleum
industry today is the reduction of demand for both oil
and natural gas. This lack of demand has caused
serious problems for the Oil and Gas group under
Bankeno and Merland. For example, Merland was
able to produce at only 65% capacity last year for their
largest customer and have budgeted only 50% this
year.

On the positive side, during 1982, the government
policy of reducing Crown royalties in relationship to
well performance was extended to include medium
productivity wells and thus the Company will benefit
through realizing higher net backs on gas sold. Also,
a third category of oil price was introduced in July,
1982; Special Old QOil Price (S.C.Q.P.). This category
served to bring certain old oil to 75% of the world
price. Practically all of Merland's oil production in
Alberta falls into the Special Old Oil Price or New Oil
Reference Price (N.O.R.P.) category.

In spite of the constraints outlined, Merland increased
1ts market share of contracted natural gas supply

and production. Contracted gas reserves were
increased In existing contracts, initial deliveries
commenced under new gas contracts, and industrial



sales gas contracts were entered into. The intention
1s to build a strong base from which to aggressively
pursue the next expansion phase by strategies
which result in good steady profits, a solid,
experienced management team that works well
under pressure, a good land inventory and balanced
exploration and drilling programs.

During 1982, Bankeno exercised its option to acquire a
a5% royalty interest in the Polaris Mine which
achieved commercial production levels early in 1982.
As nitial cash flow from the mine is dedicated to
repay the capital costs incurred by Cominco in
developing the mine, cash flow to Bankeno will not
occur until the late 1980's. However, the anticipated
preduction capacity and reserves of the mine are
expected to support activities for a minimum of 25
years.

Queenston Gold Mines Limited

Queenston Gold Mines Limited, 49% owned by
Challenger International Services Ltd., 1s a gold
exploration company primarily engaged in mine
locating and development.

On May 17, 1983, Queenston and Inco Limited jointly
announced that the two companies are proceeding
Immediately to develop the McBean open pit gold
mine near the town of Dobie, 10 miles east of

Kirkland Lake, Ontario. This decision, together with an
agreement whereby Inco will rehabilitate

Queenston's Upper Canada Mill, located | mile north
of the mine, are major steps in the development of

the Company's mining interest. Mine/Mill development
should be completed by early 1984 and processing

of ore at a rate of 500 tons per day is planned to follow.
The estimated capital expenditure for the McBean
Mine/Mill projects is $6,040,000. Of this amount,
Queenston must contribute $1,166,000 to retain a

35% interest in the joint venture.

Queenston holds mineral property interests in 21
properties totalling 764 claims (30,599 acres), which
are located 1n the heart of the gold mining district of
northeastern Ontario and northwestern Quebec,
Included in this helding are five past gold

producers, all of which have additional gold recovery
potential.

Current revenues are derived from a joint venture
gold operation conducted by Lac Minerals Ltd.
through its Macassa Mine at Kirkland Lake and from
cash investments. It 1s anticipated that the revenues
will increase significantly when the McBean Mine
comes into production in 1984, In 1982, the
Queenston/Lac Minerals jointly owned property
produced 22,626 tons of ore from which 8,971

ounces of gold were recovered resulting in gold
royalties to Queenston for the year of $353,130.
Queenston’'s working capital at December 31, 1982 was
$1,318,448.

CONCLUSION

The outlook for all segments of Turbo's businesses are
directly related to an improvement in the economy
generally and a realization at the federal and
provincial levels of government that adequate cash
flow must be left with the industry if Canada is to
achieve its goal of energy self sufficiency. There is
evidence the economy is improving although it 1s
unlikely it will reflect itself in any marked change in
the Company's businesses in 1983. However, there is
more optimism for 1984 and beyond. The immediate
goal 1s to achieve the restructuring of Turbo's debt and
other outstanding obligaticns in such a manner as to
allow its long-term success.

It has been a difficult year for Turbo and, as you are
aware, a number of directors, particularly cutside
directors, felt it was necessary to resign. Their long
association and dedication to Turbo is very much
appreciated,

Under Turbo's current financial circumstances, it is not
possible to attract strong outside directors because

of the personal liabilities that may be incurred. Asa
result, the slate of directors to be voted on at the
Annual General Meeting will continue to be comprised
of senior Company officers. It is commendable that
these officers have agreed to take on this added
responsibility and liability.

It is anticipated that once the restructuring plan is 1n
place, 1t will be possible t¢ again attract strong
outsiders to the Turbo Board to compliment members
from senior management. In the meantime, it is our
intention to constitute an Advisory Committee to the
Board so as to obtain the benefit of outside advice
and experience in the decision making process of the
Company.

It is a tribute to the interest and dedication of all
employees that they have stayed with the Company
during these difficult times. Their determination to see
the turn-around through is sincerely appreciated.

A final thank you to our shareholders who have been
incredibly patient and understanding through a
period of great disappointment. We will keep you
informed of significant events through the press and
the directors and management will continue to make
every effort to bring your Company back to sound
financial health.

On behalf of the Board

Norman R. Gish
President & Chief Executive Officer

= A

Vance Kenneth Travis
Chairman of the Board of Directors



OPINION OF INDEPENDENT CHARTERED ACCOUNTANTS

To the Shareholders of Turbo Resources Limited:

We have examined the consolidated balance sheets of Turbo Resources Limited as at December 31, 1982 and 1981
and the related consolidated statements of (loss) income, changes in financial position, changes in common and
special share capital, changes in preferred share capital and changes in other shareholders' equity (deficiency) for
each of the three years in the period ended December 31, 1982. Our examinations were made in accordance

with generally accepted auditing standards, and accordingly included such tests and other procedures as we
considered necessary in the circumstances, except as described in the following paragraph.

As part of our examination of long-term debt, we requested confirmation directly from the lenders as to the
existence and terms of obligations outstanding as at December 31, 1982 and December 31, 1981. With respect to
$226,300,000 of such debt at December 31, 1982 and $438,806,000 of such debt at December 31, 1981 more
specifically described in Note 11(b) to the consolidated financial statements, the lenders have not provided us
with confirmation of repayment terms. Accordingly, we are unable to determine the portion of such debt, if any,
that should be included in current liabilities in the consolidated balance sheets.

In our opinion, except for the effect of adjustments on the 1982 and 1981 financial statements, if any, which we might
have determined to be necessary had we been able to obtain confirmation of the repayment terms of the debt
described in the preceding paragraph, these consolidated financial statements present fairly the financial position
of the company as at December 31, 1982 and 1981 and the results of its operations and the changes in its financial
position for each of the three years in the period ended December 31, 1982, in accordance with accounting
principles generally accepted in Canada (see Notes 2 and 21) applied on a consistent basis, after giving
retroactive effect to the change in the method of calculating depletion, with which we concur, as explained in Note
3 to the financial statements.

Dobyitte Hoskms $ Sell

Calgary, Alberta, Canada
May 19, 1983

Comments by Auditors for U.S. Readers on Canada-U.S. Reporting Conflict

The above opinions are expressed in accordance with standards of reporting generally accepted in Canada. Had
the report been prepared in accordance with United States reporting standards, our opinion on the 1982 and

1981 financial statements would have required a qualification with respect to the outcome of the uncertainties as
described in Note 1 to the consolidated financial statements, relating to the company's ability to continue as a
going concern.

Dolontte Hoabma + Solle

Auditors
Calgary, Alberta, Canada
May 19, 1983



Turbo Resources Limited

CONSOLIDATED BALANCE SHEETS
At December 31

(in thousands of Canadian dollars)

ASSETS

CURRENT ASSETS:
Cash and short-term deposits
Accounts receivable
Notes 18ceIvable sus o orum 5 wen g 5 e & ome w i § S5 5 20 2 06 § B85 3 SET FOE & R E 2% 3
Inventories (NOte B) . ... .
160 11113

Total CUITeNt 88 . . i
INVESTMENTS INGIE BY i 5 s 5 i 5 sem o s ¢ iy v © 250 § 8% 505 2 590 & 00 5 08 5 46 4
PROPERTY, PLANT AND EQUIPMENT (Note 7) ... ... .. ...

PETROLEUM AND NATURAL GAS PROPERTIES (Note 8)
(Under the: full cost method of accounting) . « o ¢ v v vt v a4 vws v sms v« s

OTHER ASSETS (Note 9) . . ... e

Approved by the Board

Director

Director %” C .

The accompanying notes are an integral part of the conscolidated financial statements.

1

1982 1981
$ 2317 $ 9904
84,484 100,225
3,810 4,799
116,633 94,440
1,387 3,137
214,631 212,505
1,517 28,050
557,123 468,277
363,746 330,588
19,224 23,653
$1,162,241 $1,063,073




1982 1981

LIABILITIES
CURRENT LIABILITIES;
Bank indebtedness (Note 10) .. ...t $ 282,958 $ 121,802
Accounts payable . . ... e 110,054 102,728
Beeried NabiNNes: con s s s sum 5 vy v 35w s G068 o § s s S0 5 260 4 05 0 19,440 28,026
Current portion of long-term debt (Note 11). . .......... .. . ... 221,731 40,934
Totalicrent BADIES . & cow s 5 cen o w5 wm o © sie b ey 9n 5 T8 & Sl &80 % 208 634,183 293,490
LONG-TERM DEBT (Note 11) ... ... o e 418,601 562,703
DEFERRED REVENUE ... ... e e 29,932 10,148
DEFERREDINCOME TAXES - u o o tese 5 o s0mteie soov 6 a5 s § Sl bains e s 0 20,713 26,311
MINORITY INTEREST . . ... e 73,439 55,903
1,176,868 948,555
COMMITMENTS AND CONTINGENCIES (Notes 1 and 17)
SHAREHOLDERS' EQUITY (CAPITAL DEFICIENCY)
Share Capital (Note 12)
Issued and fully paid:
First preferred shares, series A ... ... .. 4,258 4,278
Second preferred shares, 1980 retractable series ... .. ................... 24,360 24,416
COMION S NATES R v v = as wmaie e 5 oo 0 o3t wHies 4 s o, S5l o $0 8, Repess % 6900 A 82,449 81,706
SPECIAlShATES s cron « vism mamms o 5 v & S 500wt 5 0G0 & PAT S T TES T N95 TR 1,470 1,575
Contributed SUIPIUS . . .. oo 423 1,181
Retained Earnings (Deficit) . . ... ... (127,587) 1,362
Total shareholders' equity (net capital deficiency) ......................... (14,627) 114,518
FTE) T TN s ORI I - e o s ST e s 5 e o Sl 5 S | e s s $1,162,241 $1,063,073




Turbo Resources Limited

CONSOLIDATED STATEMENTS OF (LOSS) INCOME
For the Years Ended December 31

(in thousands of Canadian dollars except per share data)

1982 1981 1980
(Restated)
REVENUE ... $ 599,184 $559,798 $322,128
COSTS AND EXPENSES:
Costofsales ... 483,578 435,166 237,701
Indirect costs including general and administrative ................. 17,905 67,305 42,925
Depreciation, depletion and amortization ... ....................... 50,371 29,400 13,840
Total costs and EXPENSES. . .. oo\t 611,854 551,871 294 466
OPERATING INCOME (LOSS) . . ..o (12,670) 7,927 21,662
OTHER INCOME:
Gain (loss) on sale of property, plant and equipment ................ (1,562) 1,728 3,423
Gain (loss)onsale of Investments. .. ... oo (1,980) 1,233 27
Share of income (loss) of affiliated companies ................. ... .. (40) (576) 178
Total other income (10SS) . . . ... oot (3,582) 2,385 3,628
INTEREST EXPENSE:
0] 110) 4 S (=3 ¢ oo AN P 28,870 13,198 2,685
LONG-t I . e 70,220 32,988 8,888
Total INtEIESt BXPENSE . . o .ottt e 99,090 46,186 11,573
INCOME (LOSS) BEFORE TAXES, MINORITY INTEREST AND
EXTRAORDINARY ITEM ... e e (115,342) (35,874) 19,717
NET PROVISION FOR (RECOVERY OF) TAXES (Note 13) ............. (849) (14,557) 5,119
INCOME (LOSS) BEFORE MINORITY INTEREST AND
EXTRAORDINARY ITEM ... e (114,493) (21,317) 13,938
MINORITY INTEREST, © i v 5 50 5 e 5 50 2 5 3 wais 4 9055 & 5606 ke 3 a0 s & 90 1,725 (772) 349
INCOME (LOSS) BEFORE EXTRAORDINARY ITEM .. ................ (116,218) (20,545) 13,589
EXTRAORDINARY ITEM (NGtE 140 ¢ som v os ssve s aom 5 55 5% 5 205 Bames 12,090 — —
NET INCOME (LOSS)FORTHE YEAR. ... ... .. i $(128,308) $(20,5345) $ 13589
EARNINGS (LOSS) PER SHARE (Notes 3 and 15):
Net income (loss) before extraordinary item
COMITION &+ o et e e e e e e e e e e e e e $ (469 $ .on ¢ 54
SITECIAL s 5 5 s 5 s 57 00 1 s = s = e v @ v @ YRR SRR ¥ SRANE B e S S $ (3.86) $ (84 $ 53
Net income (loss) for the year
(©/6) 1311575 KA PP $ (5.10) $ (10D 5 64
SPECIAL . o e $ (429 3 (84) $ 53

The accompanying notes are an integral part of the consolidated financial statemnents.



Turbo Resources Limited

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION
For the Years Ended December 31

(in thousands of Canadian dellars)
1982 1981 1980
(Restated)
WORKING CAPITAL PROVIDED:
Net income (loss) for the year before extraordinary ttem ........... $(116,218) $(20,545) $ 13,589
Add (deduct) items not affecting working capital:
Depreciation, depletion and amortization. ...................... 50,371 29,400 13,840
Deferrad iINCOMEXaXes .. v ¢ tris som s S § B0 T 5a Vs v 5 0 1 i (6,518) (15,311) 5,931
Share of (income) loss of affiliated companies ................... 40 516 (178)
Losses (gains) onsale ofassets ...............o i 3,542 (2,961) (3,450)
E11 11=] A A 5,088 (772) 308
Total working capital provided from (applied to) operations. ........ (63,695) (9,613) 30,040
BEroceedsifrom long:termidebte « vu: v vmns v s v o same o ss 5 42,531 452,080 103,155
Issue of common and special shares, less costofissue.............. 64 50,774 23,928
Issue of preferred shares, less costofissue ....................... — = 4,007
Proceeds fromsaleofassets ........... ... ... 30,608 13,664 8,213
Reclassification of @Ssets . ... .. .. 31,890 = =—
Advancesonnatural gas salescontracts. .. ............. .. L 18,749 3,528 =
Interest acquired by minority on reorganization ................... 16,574 = -
(EMTIET 1+ v sie cocimre sishe siasiie ssmron sbit v fasin o =hee ~Ase e pabis £ 4o mpscs o Wt o1 s 3,604 1,925 —
Total Working Capial BYOVIAEE 1 s o vuss «onm st s v 5 5t o4l v 6% ¥ i 80,325 512,358 170,003
WORKING CAPITAL APPLIED:
Additions to property, plant and equipment ........... .. ... ..., 136,320 294,680 95,329
Repayment of long-termdebt ......... ... ... .. . ... 7,066 52,718 28,728
Reclassification of long-termdebt . ...... ... ... . 179,567 35,790 849
Additions to petroleum and natural gas properties. . ............... 58,889 31,519 20,966
Additions 10 INVESHNONLS 1ox so s i 5 i s wie « een v o e s sas v o8 4,800 14,628 13,059
AdditionS 1o OtheT-ASSEIS | . . oo« 5o ¢ sip 54005 Fa 5 B & oy 9408 7 s & Ua 15,422 11,883 7,179
Dividends declared . ... ... ... e 641 3,537 2,121
Dividends paid by subsidiaries to minority interests ............... 2,874 1,661 349
Acquisition of subsidiaries (Note 4) .. ... L = 148,636 2,218
ETAoTAINATY IO wa « e o sioi & svits siatars S & shebiod iobin s & sihe i 12,090 — s
EHNET . ..o, .00 S0 1 T SiaHE s & ST 3700 AR o SR ¥ e TS e s 1,223 1,670 986
Total working capitalapplied. .. ........ ..o, 418,892 596,722 168,844
INCREASE (DECREASE) IN WORKING CAPITAL FOR THE YEAR . ... (338,567) (84,364) 1,159
WORKING CAPITAL (DEFICIENCY) AT THE BEGINNING
OF THE YEAR . oot e e (80,985) 3,379 2,220
WORKING CAPITAL (DEFICIENCY) AT THE END OF THE
B d) 27T o G L B o e $(419,552) $(80,985) $ 3319

The accompanying notes are an integral part of the consolidated financial statements.
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Turbo Resources Limited

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION
For the Years Ended December 31

(in thousands of Canadian dollars)

1982 1681 1980
(Restated)
CHANGES IN COMPONENTS OF WORKING CAPITAL:
INCREASE (DECREASE) IN CURRENT ASSETS:
Cashand short-term deposits. . . ... oo $ (1,587) $ 7531 $ 290
Accountsreceivable ... ... ... ... (15,741) 35,193 26,092
Notesreceivable ... ... ... . (989) 4,599 (675)
[OVEIBIIES e ¢ svsn wms s & o S & 2060 o Sl B8 3 G & 6% Ul & B i 22,193 61,831 19,175
[0 ]447=1 4,250 1,337 274
Net Increase Incurrent assets ... ..., 2,126 110,491 45156
INCREASE (DECREASE) IN CURRENT LIABILITIES:
Bank indebtedness . ... 161,156 92,018 18,668
Accounts payable and accrued liabilities . . ..................... (1,260) 66,047 26,078
Current portion of long-term debt (Note 11) .................... 180,797 36,790 (749)
Net increase in current liabilities . . . ..........ciiivnnn... 340,693 194,855 43997
INCREASE (DECREASE) IN WORKING CAPITAL FOR THE YEAR .. .. $(338,567) $(84,364) $ 1,159

The accompanying notes are an integral part of the conselidated financial statements.
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Turbo Resources Limited

CONSOLIDATED STATEMENTS OF CHANGES IN PREFERRED SHARE CAPITAL

For the Years Ended December 31

(in thousands of Canadian dollars)

1982 1981 1980
Shares Amount Shares Amount Shares Amount

FIRST PREFERRED SHARES (Note 12):
Series A
BalanceJanuary 1.........coooiiinnnnnn 213,900 § 4,278 224,400 § 4,488 235600 § 4712
Redeemed and cancelled. .............. (1,000) (20) (10,500) (210) (11,200) (224)
Balance December 3l .................. 212,900 § 4,258 213,900 $ 4,278 224400 3 4,488
SECOND PREFERRED SHARES (Note 12):
1979 convertible series
BalanceJanuary 1...................... 749,500  $14,990
Converted to common shares. ........... (746,323)  (14,926)
Redeemed and cancelled. .............. (3,577) (72)
Held by subsidiary:

Jamuary 1 ... 400 8

December 3l ... ... ... = e
Balance December3l.................. = =
1980 retractable series
Balance January L. s o s wmea s o & e o 1,220,800  $24,416 1,245,100  $24,902 — § —
Issued duringtheyear ................. — — — — 1,250,000 25,000
Redeemed and cancelled. . ............. (2,800) (56) (24,300) (486) (4,900) (98)
Balance December 3l .................. 1,218,000  $24,360 1,220,800  $24,416 1,245,100  $24,902

The accompanying notes are an integral part of the consolidated financial statements.
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Turbo Resources Limited

CONSOLIDATED STATEMENTS OF CHANGES IN COMMON AND

SPECIAL SHARE CAPITAL
For the Years Ended December 31

(in thousands of Canadian dollars)

1982 1981 1980
Shares Amount Shares Amount  Shares(l) Amount

COMMON SHARES (Note 12):
Balance January 1...................... 20,925,381  $81,706 15,764,121  $28046 10925886 $ 9.62]
Issued ....... ... ... ... ... 59,020 64 4,300,000 50,525 — —
Exercise of:

Stock opHONS: v « s v o v 2 o 3 00 5 — _— 351,855 2,702 118,806 164

VUATTANES com s s # 508 5.0 ¥ 500§ shin o e o 300 1 196,575 49] 1,505,472 3,015
Conversions of:

Special shares ...................... 390,689 105 218,915 13 609,240 160

Preferred shares .................... —_ — — == 2,487 741 14,826
AcqUISIONS o ¢ vt i s oo 5 ¥ 55 5 siie = s — — - — 30,000 250
Held by subsidiaries:

January 1 ..... .. ... ... ... ... ... 48,612 743 82,467 612 168,443 522

December3l ....................... (1589,757) (170) (48,612) (743) (82,467) (612)
Balance December 31 .................. 21,264,245 $82,449 20925381  $81,706 15764121  $28.046
SPECIAL SHARES (Note 12):
Balance January 1. ...:covnvvincvns oy vy 5,771,890 § 1,575 6,028,365 $ 1,628 6,590,730 § 1,712
Exercise of stock options . .............. — — 22,500 20 37,125 53
Conversion into common shares ......... (390,689) (105) (278,975) (73) (609,240) (160)
Held by subsidiaries:

JAnaEY: Lzo, o s ssmice vossn o g v v s w — — — - 9,750 23

December 3] ....................... — —_ — — — .
Balance December 31 .................. 5,381,201  $ 1,470 5,771,880 § 1,575 6,028,365 3§ 1628

(1) The number of shares presented for the year 1980 reflects the 3 for | share division in 1981,

The accompanying notes are an integral part of the consolidated financial statements.
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Turbo Resources Limited

CONSOLIDATED STATEMENTS OF CHANGES IN OTHER

SHAREHOLDERS' EQUITY (DEFICIENCY)
For the Years Ended December 31

(in thousands of Canadian dollars)

RETAINED EARNINGS (DEFICIT):

Balance January 1:

B8 BrevIOusly TEPOIET s smm o i s dos srmimm dasis wiis o 6w & wagre s v e

Accounting changes (Note 3):

Sales and excise tax aSSeSSIMENTS ..o v vt e e e
Change indepletionmethod ........... ... ... ...t

L2t 21 1= o A g

Net income (108s) for the Vear: . cou . v v v v v i s+ b sasie et « -

Deduct:

Cost Of ShATE ISSUES .« o v o v e et e e e e e e e e e
Lessrelated deferred taxes . ... ..o

Dividends declared:

First preferred shares, series A ... ... .o

Second preferred shares:

1970 CONVErtbIE SEYIES . . . .0 oo 5 o6 & 565 8 SRR & 66 ¥ 406 % Sl & 96 &
1980 retractable SEIES ... ..ot e
COMMOI SHATES . . ottt e e e et e e
SPECIAlSNATES . s wres & o ¢ e o wass & avs 3 stass s v B 3 S5 o A -

Foreign capital tax paid on a subsidiary's issue of

additional share capital . . . ...

Balance December 3l . . .ot

CONTRIBUTED SURPLUS:

BAlaTICE [ANUATY Lo o son s sen s s 5 590 Siseivs Sais shm b spaes seevess wwoms & smasa s

Gain (loss) on common shares and warrants acquired by subsidiaries
and subsequently sold, with no deferred taxes
(deferred tax recovery 1981 — $12,000;

deferred taxes 1980 — $142,000) . ... . ...
Discount on redemption of preferred shares . . ......................

Balance December 3l ...\ i e e

1982 1981 1980
$ 1362 $ 26911 $16,811
— (467) —
— 675 —
1,362 21,118 16,811
(128,308) (20,545) 13,589
(126,946) 6,574 30,400
— 2,964 1,072
— 1,446 523
— 1,518 549
— 383 403
— — 1,046
641 2,593 257
— 444 292
— 117 123
— 157 611
641 5212 3,281
$(1217,587) $ 1362 $27,119
$§ 1181 3 1,109 $ 648
(779) (13) 445
21 85 16
$ 423 1,181 $ 1,109

The accompanying notes are an integral part of the consolidated financial statements.

14



Turbo Resources Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At December 31, 1982 and 1981 and for the three years
ended December 31, 1982

(all tabular amounts in thousands of Canadian dollars)

FINANCIAL POSITION OF THE COMPANY

An assumption underlying the preparation of financial statements in accordance with generally accepted
accounting principles is that the enterprise will be able to realize assets and discharge liabilities in the normal
course of business for the foreseeable future. This is commonly referred to as the "going concern’

assumption. The significant accounting policies in Note 2 are based on this assumption.

The following factors adversely affect this going concern assumption:

a) Asshown in the consolidated financial statements, the Company has incurred a net loss of $128,308,000
(1981 — $20,545,000), current liabilities exceed current assets by $419,552,000 (1981 — $80,985,000),
excluding the potential effect of the debt reclassification described in (b) below, and total liabilities
exceed total assets by $14,627,000.

b) As described in Notes 10 and 11, the Company has not maintained certain financial covenants of its loan
agreements and, consequently, repayment of debt classified in the consolidated financial statements as
long term of $226,300,000 (1981 — $438,806,000) could be demanded. In addition, the Company has not
generated sufficient funds from operations to pay the principal and interest payments owing on a
substantial portion of its long term debt.

c) Asdescribed in Note 17, an obligation to make an offer to the Merland minority shareholders exists. The
Company does not have sufficient funds or other assets available to satisfy the demands of the Merland
minority shareholders in this regard.

d) The Company owes $72 million ($46 million at December 31, 1982) to Alberta and Federal Government
departments which it is currently unable to pay. $46 million of this amount is secured by a $20 million
mortgage on certain real estate assets. The $72 million relates to crude oil purchases and levies thereon
prior to February 28, 1983. Subsequent to this date, the Company has met all its commitments in this
regard.

e) As described in Note 17, a liability exists to certain Bankeno warrant holders as of March 17, 1883, Turbo
has indicated that it is not in a position to meet this obligation.

f) Asdescribed more fully in Note 17, other litigation exists which may or may not have an effect on the
continuing operations of the Company.

The consolidated financial statements do not include any adjustments relating to the receverability and
classification of recorded asset amounts or the amount and classification of liabilities that might be necessary
should the Company be unable to continue as a going concern.

Since negotiations started in early 1982, the Company has been in continuous meaningful discussions with its
lenders concerning alternative methods of rescheduling its debt repayments, debt reduction measures
(including asset dispositions and conversions to equity) and reorganizing the Company's equity structure,
which are the critical elements of any practical agreement. Factors which have prevented concluding an
agreement include an inability to resolve the various security claims, the determination of the amount and
nature of additional consideration to be paid to the Merland minority shareholders and a reconciliation of the
diverse interests of the parties involved.

The parties whose concurrence is necessary for any successful agreement are ten financial institutions, the
Trustee for the 12%% partially convertible debentures, the Bankeno warrant holders, the Merland minority
shareholders, the Federal and Alberta Governments and the Company's shareholders.

The Company's continuation as a going concern is dependent upon obtalning an agreement or agreements
with the parties above and achieving successful profitable operations under the new structure. Negotiations
with the various lenders and creditors are progressing well but a successful conclusion 1s not assured at this
time. The Company is optimistic that an agreement will be reached which will result in the parties involved



ultimately realizing more of their claims through the continued operations of the Company as a going
concern than would be available in a liquidation of the Company.

SIGNIFICANT ACCOUNTING POLICIES
The consolidated financial statements have been prepared in accordance with accounting principles

generally accepted in Canada. Information with respect to differences between generally accepted accounting

principles in Canada and the United States, as required by the United States Securities and Exchange
Commission, is provided in Note 21

Principles of consolidation

The consolidated financial statements include the accounts of Turbo Resources Limited, all its wholly-owned
subsidiaries, Challenger International Services Ltd. (100% equity interest, 94.18% voting contrel) and its 90%
owned subsidiary, Bankeno Mines Limited, The consclidated financial statements of Bankeno Mines Limited
include the accounts of its 35% owned subsidiary, Merland Explerations Limited.

Inventories

Land and property, work in process and finished products are stated at the lower of cost and net realizable
value. Other inventories are stated at the lower of cost and replacement cost. Cost is determined on the
weilghted average cost basis or on the first in, first out basis.

Investments
Investments in shares of affiliated companies, real estate joint ventures, and in the production fund are
accounted for using the equity method. Other investments are accounted for using the cost method.

Property, plant and equipment
Property, plant and equipment are recorded at cost and depreciation is provided as follows:

Petroleum and natural gas production equipment — on the unit-of-production basis used to compute
depletion on petroleum and natural gas properties.

Drilling rigs — at a standard operating rate per day.

Buildings, refinery, transportation and other equipment — on both the straight-line and diminishing
balance bases.

Interest charges attributable to capital projects are capitalized during the period of development.

Real estate properties held for resale are included in inventory. Properties used in Company operations are
included in property, plant and equipment.

Mining property represents the acquisition cost of the royalty interest in the Polaris Mine. Amortization of
this cost will be provided when revenues become attributable to the Company.

Petroleum and natural gas propeirties

The Company follows the full cost method of accounting for its petroleum and natural gas properties. All
costs related to the exploration for and development of petroleum and natural gas are capitalized. These
costs include lease acquisitions, geological and geophysical costs, lease rentals on undeveloped properties,
drilling of productive and non-productive wells, and all technical and administrative overhead directly
related to exploration and development activities. Proceeds from disposition of preperties reduce the
carrying value of the properties except in the case of significant dispositions. In this case, gains or losses
are recognized and included in the consolidated statements of (loss) income. Depletion 1s computed on the
basis of a North American cost centre using the composite unit-of-production method based on proved
reserves as determined by the Company's technical staff and independent consulting engineers.

16
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A significant portion of the Company's petroleum and natural gas activity is conducted jointly with others.
The accounts reflect only the Company’s proportionate interest in these activities.

Leased equipment

Leases which transfer substantially all of the benefits and risks of ownership of the leased assets are
treated as purchases. All other leases are accounted for as operating leases.

Foreign currency transiation

The accounts of the Company's foreign subsidiaries are translated into Canadian dollars as follows:

Current assets, (excluding inventories and prepaid expenses) and current liabilities — at the year-end
exchange rate.

All other assets and liabilities — at the exchange rate at acquisition or incurrence.,

Income and expenses, excluding depreciation, depletion and amortization — at the average exchange rate
for the year.

Depreciation, depletion and amortization — at the same exchange rate as the related asset.
Translation gains and losses are included in the consolidated statements of (loss) income.

Income taxes

Investment tax credits are recorded on the flow through method of accounting, whereby the provision for
federal income taxes is reduced in the year the credit is generated.

Deferred revenue

Proceeds received under take-or-pay provisions of gas sales contracts are deferred and taken into income
as production occurs or upon expiration of the contract period.

ACCOUNTING CHANGES

Change in depletion method

On July 1, 1981 the Company changed its reserve base for computing depletion from proved developed
reserves to total proved reserves. This change coincided with the acquisition of Merland Explorations Limited
which has significant proved undeveloped reserves. Since a portion of total acquisition costs was attributed

to these reserves under the purchase method of accounting, the Company believes this change will result in a
better matching of costs with related revenues in future periods.

As a result of this change, figures reported for 1980 have been restated to reflect decreased depletion expense
of $1,236,000 and increased income taxes of $561,000. If the change had not been made, the 1981 loss before
income taxes would be increased by $2,751,000 and the net loss for the year would increase by $1,632,000. The
1982 loss before income taxes would be increased by $760,000 and the net loss for the year would increase

by $760,000.

Sales tax assessment

In 1981 the Company was assessed additional sales and excise taxes on gasoline sales. Figures reported for
1980 have been restated to reflect increased indirect costs and decreased working capital of $817,000 and
decreased income taxes of $350,000.

The effect of both thase restatements on earnings per share is not significant.

Change in depreciation rates

Effective April 1, 1980 the Company changed liis depreciation rate on oil and gas drilling rigs and related
equipment. The Company now depreciates this equipment aver 3,300 operating days instead of over 2,250
operating days. The Company believes that this change more accurately reflects the estimated useful lives
of equipment.



If the change had not been made, the net income (loss) and the earnings (loss) per share would have been
as follows:

1982 1981 1980

Income (loss) before income taxes, minority

interest and extraordinaryitem...................... $(117,635,000) $(39,583,000) $17,795,000
Income (loss) forthe period . .. ...t $(130,601,000) $(23,470,000) $12,398,000
Basic earnings (loss) per share

CIOTUITION: none st ok ot = Shincn n, st S 3 S50 2002 DA 206 3 630 $(5.19) $(1.13) $.51

SPECIAL L. $(4.31) $ .94 $.48
Fully diluted earnings (loss) per share

CIOTIIIGTT 55 5 2rs 55 2 20 = S & i< (G § 9 = Seses e ssime ausan 5 $(5.19) $(1.13) $.53

SOEETAL 1+ v o mmie . wors susme = somsn n sskis B680 % i § 5% £ B T alh & $(4.31) $( .94 $.44

If the change had taken place effective January 1, 1980, income before income taxes n 1980 would have been
increased to $20,574,000 and net income for the period would have been increased to §14,125,000.

ACQUISITION OF SUBSIDIARIES

During 1981, the company acquired:

(@) InJuly, a 50.11% interest in Merland Explorations Limited (Metland), a Canadian public oil and gas
company. This interest was acquired by a stock exchange takeover bid and acquisition of all the
outstanding shares of Merland Holdings Limited, which had, as its only significant asset, shares of
Merland.

(b) In February, additional shares of Bankeno Mines Limited (Bankeno), a Canadian public development stage
mining company, which increased the percentage of voting shares held from 34% to 72%.

(c) All the outstanding shares of two Canadian private companies involved in equipment sales and gaseline
transportation.

Details of net assets acquired and assigned values are:

Merland Bankeno Other Total
ASSETS ACQUIRED:
WorkingiCaPURAL o - o 5,55 5 9o ¥ 00 2 S wag 3 s = s $ =— $ 6,609 $ 605 $ 7214
Property, plantand equipment. ................... 29,029 9,633 2,388 41,050
Petroleum and natural gas properties . ............. 263,434 — — 263,434
GoodWill. ..o — — 726 126
51411 G U 430 2,776 =i 3,208
292,893 19,018 3,719 315,630
LIABILITIES ASSUMED:
Working capital deficiency ........... .0 5,386 — — 5,386
DeleITed TEVENUR., . 1o o o o o 5 5ol & 506 § 585 2 855 5 &0 6,620 — — 6,620
Longtermdebt. .. ... . 16,498 3,000 —= 79,498
Deferred income taxes .. ... 16,611 1,151 7 17,769
MIHOEEIIEIES s « s sosmn i v v o oz & soeie = orxe 3 0 54,000 1,893 — 55,893
159,115 6,044 7 165,166
NET ASSETS ACQUIRED
(fitiaticed by bank debit) co:ccon s men s oes mm s s - 2 $133,778 $12,974 $3,712 $150,464
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All the above acquisitions are accounted for by the purchase method. The results of operations acquired are

included in the consolidated statement of loss from the date of acquisition. Goodwill is amortized on the straight
line basis over 25 years.

Supplemental pro-forma information

The following consolidated pro-forma information, based on the audited financial statements of the Company

and those acquired subsidiaries noted above, gives effect to the acquisitions as if they had occurred at
January 1, 1981, and 1980 respectively.

1981 1980
REVENUE . $579,766 $354,761
NETINGOME (LOBSY FORTHE PERIOD: « « wa « onis wos & 5o 5 05 5 96 & 668 5456 § S on $(29,742) 1604

The following pro-forma losses per share have been calculated in accordance with the method described in
Note 15.

1981 1980
BASIC AND FULLY DILUTED PRO-FORMA EARNINGS (LOSS) PER SHARE:
1070} 11441 ) R P $(1.40) $ .04
SEEIAL it & 0005 50055 £ e 3 imae m weocs mmse 5 sione o1 s moacs o orome o e Sace o s ek sass e e $(1.17) $ .03

The following transactions took place in 1982

(a) In March 1982, Bankeno, a subsidiary company, issued 4,097,004 share purchase warrants to the holders of
Bankeno's common shares as of the record date of February 16, 1982, These warrants, which expire
March 17, 1986, allow the holder to acquire one common share of Bankeno for $9.00, or require Turbo to
purchase the warrants for $3.50 per warrant during a thirty day period, or such longer period as may be
permitted by Turbo, commencing March 17, 1983 (Note 17).

(b) (i) On March 17, 1982, Bankenc acquired 11,204,974 common shares and 56,030, $2.00 cumulative
redeemable convertible preferred shares of Merland by public offering (which included the acquisition
of 10,074,687 common shares held by Turbo), by the issue of 11,330,089 units. Each unit consists of 1.4
common shares of Bankeno (1.3 shares issued by Bankeno and 0.1 shares contributed by Turbe) plus 1
share purchase warrant. The common shares forming part of the offer were not transferable separately
from the share purchase warrant until July 15, 1982 at which time the warrants have the same rights as
described in the preceding paragraph. This acquisition represents a 55.4% voting interest. If all the
preferred shares of Merland were converted, Bankena's interest would be reduced to 49.5%.

(i) In conjunction with the Merland share acquisition, Turbo exchanged all the outstanding common shares
of two wholly cwned subsidiaries, whose major assets were petroleum and natural gas properties, for
9,344,600 Bankeno common shares valued at $10 per share. As a result of this transaction and the transaction

described in the preceding paragraph, the Company increased its interest in Bankeno from 72% to
approximately 90%.

For accounting purposes, the Company has treated the 1982 events described above as a reorganization.



5. INVENTORIES

1982 1981
Land and DIODEITY . . .. cvo ittt e e e e e e e $ 24,589 $ 4,976
Raw materials, drumsand pallets . ... .. . 15,826 20,940
Brilling:materaliand - SUBRIIES: wue: =i o s v s i o e = i e mm 5 e o w0 W 11,886 12,169
Work il DIOCESS 2 s s o is S50 & S5 & el 3 500 S8 & 406 & 5% Daies 165 & S0 5 1l Swes o 8,255 9,587
Finished productS. . .. ...ttt 56,077 46,768

$116,633 $94,440

6. INVESTMENTS

%
Owner-
ship Market Value Carrying Value
1982 1981 1982 1981
Affiliated companies:
Queenston Gold Mines Limited:
SHHTES o v e e § A% T SR DB SES U 49% $7,369 $6,729 $ 860 $ 1,041
Convertible note receivable — — - 121 145
Advances . ... — — - (8) 9
Universal H.S. Drillers (Pty.) Ltd.:
SHATESE & 5o s 2008 TR ¥ se ¥ ol § s 5an § o 50% not quoted 474 424
FAVATICES: oot e v eie opmis 5 S50 5 B0 Bl 52 — — = 1,857 1,709
Real estate joint ventures . .................... — not quoted 1,016 14,940
Panarctic Oils Ltd. . .. ... . 1.45% not quoted 2,612 3,010
TBR Gas & Qil Production Fund #4 — not quoted 129 129
Other — GUOtET : s o cov v wi s i o sy sbovss s — — $4,080 — 5,367
Other—notauoteds: = oo sien mens o 3 s e o sa — — — 456 1,294

$1,517 $28,050

The Queenston Gold Mines Limited note receivable is due in annual installments of $24,000 plus interest at
6% per annum. The Company has the option, at each repayment date, of converting the principal portion due
into shares at 15 cents per share.

Market values are based on published quotations, as at December 31. These values may differ from what might
be realized if the shares were sold as these holdings represent significant interests.
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1

PROPERTY, PLANT AND EQUIPMENT Depreciation
1982 1981 Rates
TANA o o oo $ 10,493 $ 11,755 =
Buildings and leasehold Improvements. .. ... 17,094 19,975 2V2-20%
Drilling and service rigs and related equipment .. ........... 177,532 174,827 Daily rates and
10-20%
RERHEET . ...q & 55 § 555 5 £5 o o wistes 5 ke $3403 S =S98 Bt o e 5 264,812 — 5%
Transportation eqUIPIENt . . .. ..vveee et 6,398 7,154 20-30%
Petroleum and natural gas production equipment . ........... 80,240 53,237 Note 2
MIDING PYODETLY © o v eeeete e e e e e 26,186 — Note 2
OHET BOUDITEIT & 5 s o v e 5 omor 5 vun v o sise o ssran prens + toys 34,850 35,429 3-30%
617,605 302,377
Less accumulated depreciation .. ... (60,482) (39,877)
557,123 262,500
Assets in the development stage:
REBIEEY 1 2501 » suvon = s . veson somen 6 5065 5 HEF 90 % 9 & vin aven = so — 187,860
Polaris royalty option . ... — 17,917
= 208,171
Net propetty, plant and equipment ... $557,123 $468,2177

Interest capitalized on assets in the development stage for the year amounted to $29,864,000 (1981 —
$18,430,000). Total interest costs for the year were $128,954,000 (1981 — $64,616,000).

The Polaris royalty option was to acquire a 25% royalty interest in the total net proceeds of production from the
Polaris lead/zinc mine on Little Cornwallis Island. Bankeno exercised this option for cash of $7,263,000 in

March, 1982. The royalty interest is shown as Mining property.

The refinery went into commercial production on October 1, 1982,

PETROLEUM AND NATURAL GAS PROPERTIES

Petroleum and natural gas properties are carried at cost of $400,470,000 at December 31, 1982 (1881 —
$343,024,000), less accumulated depletion of $36,724,000 (1981 — $12,436,000).

OTHER ASSETS

TIEEIOBI 5 iy & cvwms & s 1 s 5 s ki (e o v = st St wnen e 3 Sl 3 9B B G0N A ¢

Notes receivable:

TBR CGas & Oil ProdilcHon PUTIdl oo ¢ sni 5 v 5 s o oo o s @ s6m 5 sieis miuie o v sowms o«

(11 D et T T L L Y
Goodwill, less amortization .. ... ...
Loans to directors, officersand employees. .. ... i
Deferred Charges . .o oot et e e e
EETEHIE | 5 5 i s & oo 3 WD S50 5 WA S A Sudne B SGae ¥ HRSHe TRk SO ) St DR X NEEI SET 1
Agreementsforsale . ...
Capitalized pre-production costscn the refinery . ...
UIRRET: o coums o wrose o wmei eciie o snsss & susse & s st & 5000 B GNP S0 § @9 & B0 ¥ BT % SRR i o S

1982 1981

e g $ 5,033 $ 6,655
e 935 850
e 4,039 4710
S—_— 1,602 1,797
o 150 3,828
£ 1,713 1,484
Y 1,506 12
ce 1,026 2,947
Ce 2,713 —
e 447 1,210

$19,224 $23,653
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Deposits include U.S. $3,901,000 deposited during 1980 with one of the underwriters of the partially
convertible debenture issue. The deposit bears interest at 12.82% and is due November 15, 1990.

Goodwill, the unallocated excess of cost of investment in subsidiaries over net assets acquired at the dates of
acquisition, is carried at cost of $2,186,000 (1981 — $2,163,000) less accumulated amortization of $584,000 (1981
— $366,000).

Capitalized pre-production costs on the refinery are being amortized over 2 years from the date of commercial
production,

BANK INDEBTEDNESS

Included in bank indebtedness is an amount of $175,412,000 (including $58,744,000 of accrued and unpaid
interest) owing to the Company's principal lender which is secured by a general assignment of accounts
receivable of Turbe (excluding the accounts receivable of Challenger and Bankeno Mines), and by a §17 million
floating charge debenture on all the assets of Turbo (excluding subsidiaries). In addition, $87,159,000 of the
above amount, is secured by an assignment of inventories of Turbo (excluding subsidiaries) and $70,210,000 is
secured by a $50 million first supplementary debenture and a $15 million second supplementary debenture
containing first fixed and fleating charges on refinery assets,

LONG TERM DEBT
(a) Long-term debt consists of 1982 1981
Amounts owed by Turbo (excluding subsidiaries) . ...............ooooooo .. $447,151 $445,002

Amounts owed by subsidiaries:

Canadian $49.4 million and U.S. $22.6 million repayable in 34 equal quarterly

installments commencing March 31, 1984 and secured by a general assignment

of the accounts receivable of Challenger, a fixed charge on Challenger's

service and drilling rigs and a floating charge on all Challenger's remaining

assets. These agreements contain various covenants, including restrictions

on additional indebtedness, payment of dividends, acquisition or 1ssuance of

capital stock, and capital expenditures. (This security also covers

Challenger's bank indebtedness in the amount of $4,893,000.) Interest is at

bank prime plus 1% or LIBOR plus 1¥2% .. ... 76,763 47,406

Term loans, secured by certain Canadian producing petroleumn and natural gas

properties of Merland, bearing interest at rates varying from bank prime

plus Y% to bank prime plus %%, repayable quarterly in equal installments

of $2,778,000 which commenced in April, 1982 . ... ... ... .. il 84,537 79,841

Income debentures, Cdn. $20 million and U.S. $7 million, secured by certain
Canadian producing petroleum and natural gas properties of Merland,
bearing interest at one-half of bank prime rate plus 13%, reducing to prime
plus 1%:% after July, 1983, repayable quarterly commencing in September,

1983 in amounts ranging from $1,048,000 to $1,747,000, ending in June, 1988 .. .. 27,966 27,966
TIERET . . couse stososs s sienss smpa s 7ot o ssne s swses = seen - AR § WA BIRE FOR4 TR ¥ IRV 2 3,915 3,422
Total IoteteTNIdebt vui « s« s 5 som o s was & dms © woms & S e e o R @ SE 640,332 603,637
Less amounts due in 1982 and unpaid by Turbo (excluding subsidiaries) ... ... 217,486 —
Less current portion of remaining debt .. ... ... 194,245 40,934
e Ton T el . & won o s @ g = s & sserm o v vt o . s o Wil W AT 1 $418,601 $562,703
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Principal repayments are due as follows:

LB o
Therealter . .

(b) Turbo (excluding subsidiaries):

(1) Amounts owed by Turbo (excluding subsidiaries) consist of

Bank loans:
Refinery loan, (including U.S. $10 million) bearing interest at bank
prime (12.5% at December 31, 1982) plus %% to plus %%, principal and
interest secured by a $150 million debenture providing first fixed and
floating chargesonrefineryassets .. ... ... i

Acquisition and replacement loans, bearing interest at bank prime

plus %%, due April 1, 1983, principal and interest secured by 12,971,559
common shares and 10,074,687 warrants of Bankeno Mines Limited
exchanged for Merland Explorations Limited shares as described In
Note 4(b)(1), 9,344,600 Bankeno common shares exchanged for

Merbank and Leaside shares as described in Note 4(b)(i1), and 2,949,632
shares and 2,949,632 warrants representing the original ownership of
Bankeno by Turbo prior to the Bankeno offer of March 17, 1982. Of the
above security, 11,854,220 shares and 6,077,427 warrants are held by
subsidiaries and are hypothecated directly in support of these loans . . . .

U.S. $70 million bearing interest at rates varying from 11.8% to U.S. base
rate (12% at December 31, 1982) of which U.S. $10 million, principal and
interest, 1s secured by fixed charges on certain real estate with a

canyingvalue of B35 rllon:,  msw vas & s 5 s v 5 g e s @ g w90

Floating rate notes, unsecured and bearing interest at bank prime rate less
Y%, due in 1991 .. ..

U.S. $25 mullion, 12'2% partially convertible debentures, due 1390,
unsecured (convertible to the extent of U.S. $250 for each U.S. $1,000
debenture at a rate of Cdn. $10.08 per commeon share)

$221,731

$ 12,019

$ 170,701

$ 40,127

$ 41,984

$193,710
1982 1981

$150,000 $150,000
132,856 132,856
81,595 81,595
25,000 25,000
30,735 28,175
26,965 26,376

$447,151 $445,002

(1) $296,857,000 of loans with the Company’s principal lender are also secured by the assignment of
accounts receivable and the $17 million floating charge debenture referred to in Note 10. As a result
of this security and that described in Notes 1(d), 10 and 11{(b)(i), virtually all of the assets of Turbo

(excluding subsidiaries) are pledged.

(1) As a result of the Company's current financial position, certain financial covenants, including interest
coverage, net worth, and working capital ratios have not been maintained, and the Company has not



been able to generate sufficient cash flow from operations to meet most of the interest and principal
payments due on its debt obligations. By virtue of the cross-default provisions of certain debt
instruments, the principal amounts of such debt may be declared due and payable.

If the negotiations referred to in Note 1 are unsuccessful and repayment of debt instruments on which
the covenants have not been maintained is demanded, the consolidated financial statements would
be affected by the reclassification of this debt to reflect the current nature of the obligations as follows:

Before Increase After
Reclassification (Decrease) Reclassification
1982
Current liabilities . .. ................... $634,183 $230,459 $864,642
Longtermdebt .......... ... ......... 418,601 (226,300) 192,301
Working capital deficiency ............. 419,552 230,459 650,011
Loss before taxes, minority interest
and extraordinary item ............... 115,342 4,159 119,501
Loss before extraordinary item .......... 116,218 4,189 120,377
Net loss fortheyear. s« cun s san v vas 128,308 4,189 132,467
Basic and fully diluted loss per share:
Loss before extraordinary item
COMIMOIL . ..o otiee e eeeens $4.64 $.15 $4.79
SPECial s vus ¢ w5 ok 5 e g e $3.86 $ .13 $3.99
Net loss for the year
COMUTION © v v v e e oee et $5.10 $.15 $5.25
BRSO ol ooyire o w s 0 ozt paniile $4.24 $ .13 $4.37
1981
Current liabilities . ........... .. ... ..... $293,490 $440,085 $733,515
Long termidebt ...« cos v con o s v s s 562,703 (438,8086) 123,897
Working capital deficiency ............. 80,985 440,085 521,070
Loss before taxes and minority interest . .. 35,874 1,279 37,153
Netlossfortheyear.................... 20,545 656 21,201
Basic and fully diluted loss per share:
COMIMON ot e et eeeeeee et $1.01 $ 03 $1.04
SPEEIAL: zo & spe v srvers itass s e wztas $ 84 $ .02 $ 86

(iv) On July 5, 1982, Canada Trustco Mortgage Company and Guaranty Trust Company of Canada filed suit

(v)

against the Company claiming that Turbo and the Canadian Imperial Bank of Commerce breached
the negative pledge covenant contained in the Note Purchase Agreement dated March, 1981 under
which $25 million Floating Rate Notes were issued. In addition, they are suing the Company for
judgement on the Notes, plus interest, and are seeking an interlocutory injunction against Turbo
granting any security.

The Company has filed a statement of defence and believes that it has not breached the negative
pledge covenant and has a good defence. If Canada Trustco and Guaranty Trust are successful in
their claim, they could be granted a share, on a pari passu basis, of security held by the Canadian
Imperial Bank of Commerce or granted a first charge on unencumbered assets at an appraised
value equal to $25 million.

Subsequent to the year end, a writ of summons has been obtained, but not served, by several of the
Company's unsecured lenders which claims that certain security granted to the Company's principal
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lender in 1982 was granted as a fraudulent preference. If the action 1s proceeded with and succeeds,
all or a portion of the security granted with respect to the refinery assets, the Bankeno shares, and
inventories, together with the $17 million floating charge debenture, could be declared void.

In addition, Turbo (excluding subsidiaries) has been unable to meet principal and interest payments
that have come due. As a consequence of not meeting the semi-annual interest payments due May 15,
1983 on the U.S. $25 mullion 12V2% partially convertible debentures due 1990, the Trustee has
demanded payment of principal and interest.

SHARE CAPITAL
Authorized
At January 1, 1980, the authorized share capital of the Company was:

5,000,000 special voting shares without nominal or par value, convertible share for share into common
shares, maximum aggregate consideration of $3,125,000.

50,000,000 common voting shares without nominal or par value with a per share dividend entitlement 1.2
times that paid on special shares, maximum aggregate consideration of $500,000,000.

1,000,000 first preferred shares issuable in series with a par value of $20 each.
10,000,000 second preferred shares, issuable in series with a par value of $20 each.

The common shares are entitled to one vote per share. The special shares are entitled to votes equal to three
times the number determined by dividing the total of all shares represented and voted at a meeting of
shareholders by the total of all special shares represented and voted at such a meeting. In the event of
wind-up, special shares and common shares have equal distribution rights.

At the May 7, 1881 Annual Special General Meeting of Shareholders, the existing share capital of the Company
was reorganized by:

dividing each issued and unissued common share into three common shares;
dividing each 1ssued and unissued special share into three special shares;

deleting the maximum aggregate consideration for which the common and special shares may be
1ssued; and

increasing the authorized capital of the Company by creating an additional 25,000,000 preferred shares
with a par value of $20 each (junior preferred shares).

At December 31, 1982, the authorized share capital was:
15,000,000 special voting shares without nominal or par value, convertible share for share into common

shares.

150,000,000 common voting shares without nominal or par value, carrying a per share dividend 1.2 times
greater than that paid on special shares.

1,000,000 first preferred shares, 1ssuable in series with a par value of $20 each.
10,000,000 second preferred shares, i1ssuable in series with a par value of $20 each.

25,000,000 junior preferred shares with a par value of $20 each.



Common Shares

On June 12, 1981 the Company issued 4,300,000 common shares to the public. Net cash proceeds to the
Company of $47,561,000 were used to repay bank loans incurred for construction of the refinery and for
general corporate purposes.

Redeemable Preferred Shares
First preferred shares, series A
In 1977, the Company issued 250,000 8%% cumulative redeemable first preferred shares, series A, due 1987,

with a par value of $20 each. The Company has the right to redeem all or any part of these first preferred
shares after October 1, 1982 at $21.25 reducing to $20.00 by 1987.

During the year, the Company redeemed 1,000 shares at $20.00 per share plus accrued dividends.

The total amount of dividends in arrears at December 31, 1982 was $373,000 and at March 31, 1983 was
$466,000.

The holders of the first preferred shares are entitled to one vote per share if there are 8 quarterly dividends
in arrears except that they may only elect 2 directors, voting separately and as a class.

Second preferred shares, 1979 convertible series
In 1979, the Company issued 750,000 8'2% cumulative redeemable second preferred shares, 1979
convertible series with a par value of $20 each.

On December 19, 1980, the Company redeemed these shares at $21.00 per share plus accrued dividends.
2,487,741 common shares were issued and $75,000 cash was paid for shares redeemed.

Second preferred shares, 1980 retractable series

On August 26, 1980, the Company issued 1,250,000 10%:% cumulative redeemable retractable second
preferred shares, 1980 series. A shareholder may require the Company to purchase all or any of these shares
on October 1, 1985 and October 1, 1990 at $20 per share, plus any accrued and unpaid dividends. These
shares are redeemable by the Company any time after October 1, 1985 at $20.80 per share reducing by $0.16
per annum to $20 per share in 1990, plus any accrued and unpaid dividends.

During the year the Company redeemed 2,800 shares at $20.00 per share. The total amount of dividends in
arrears at December 31, 1982 was $2,559,000 and at March 31, 1983 was $3,198,000.

The holders of the second preferred shares are entitled to one vote per share if there are 8 quarterly dividends
in arrears except that they may only elect one director, voting as a class.

Stock Options

In 1981 the shareholders approved the Employee Incentive Stock Option Plan (1981) for officers and employees
of the Company, replacing the previous plan. Unexpired options granted prior to 1881 under the old plan
continued in effect. During 1982, the Board of Directors did not grant any further stock options. At December
31, 1982 no special shares and 264,700 common shares were reserved for purchase. Qutstanding stock

options, after giving effect to the 1981 three for one division of common and special shares are 264,700 all of
which expire in 1986.
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Stock Options

Common Special
Balance, January 1, 1980 . . .. ... 160,959 75,936
Granted ... .. 166,500 —
Exercised (at prices ranging from $67to $2.10) .. ...t (118,806) (37,125)
EXDITEA .« oottt (12,342) (9,000)
Balance, December 31, 1980 . .. ... . 196,311 29,811
CHAEE ¢ s wm 5 oo @ epun s g e & a1 e TN 5 S A SR SN ¥ GO S D SRS GG DS E D 653,200 —
Exeroised (at prices ranging from $i67 (0 $10.13) 1ow ¢ s o v s smn v oo 2500 w2 2 (351,855) (22,500)
BDIeA . . e (66,456) (2,811)
Balanice, December 3L, 1981 «i o o s ¢ oo sans mosg v s s b o walis S o o5 005 5 5 431,200 4,500
EXDITEA . oo oo e e e (166,500) (4,500)
Balance, December 31, 1982 . . . ..ot 264,700 —

Stock options are outstanding at prices ranging from $4.10 to $10.13 per share. Stock options granted prior to
1981 may be exercised to acquire up to 20% of the shares under option in any one year on a cumulative basis.
Stock options granted during or after 1981 are either exercisable within 60 days of granting or may be
exercised to acquire up to 20% of the shares under option in any one year on a cumulative basis. At December
31, 1982 there are stock options exercisable for 52,940 common shares.

Fractional Warrants
Warrant transactions, after giving effect to the 1981 three for one division of common and special shares, were:

Balance, January 1, 1980 . . .. ... 3,651,300
EXEICISEA . o oottt et e e (1,505,472)
Balance, December 31, 1980 ... ... i 2,145 828
EXOICISEA & oo ottt e e (196,575)
Balanies, December 31 T8 v sun v cus o sen v i & 4o 5908 ¥ vovis 558 § 2298 3 0@ Soik § Ml S0 4w 2 1,949,253
EXEYCISEA . o o (300)
BRI Ed . (1,948,953)

Balarice; December 81, 1982 <o sun i s o amom own 5 650 5 vvs 556 4 095 § £os 95 3 098 260 ¢ VAT T 8 ORE Ha —

These fractional warrants were exercisable at $2.50 per share to December 1, 1982.

Common shares reserved for conversion of debentures

On November 13, 1980, the Company issued U.S. $25,000,000 12v4% partially convertible debentures due 1990.
For each U.S. $1,000 debenture, U.S. $250 is convertible, after March 31, 1981, into common shares of the
Company at Cdn. $10.08 per common share (with a fixed exchange rate of U.S. $1.00 = Cdn. $1.1670). 723,348
common shares have been reserved for potential conversions.
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INCOME TAXES
The components of the provision for taxes are:

Year ended December 31

1982 1981 1980

Current:

Canadian INCOME taXES . .. oottt ettt e e 5 — $§ (15 $ (149

Provincial rebates . ... (5,127) (1,034 (260)

EOTBIGIAKES : sor v s ¢ e wdis & a5t 5 dels & bes § 096 ¥E0s 4o & 05 heine ses 4,465 298 252

Petroleumand gasrevenue tax. . .. .....ov o 6,331 1,505 —
Deferred INCOME taXES . . o o\ttt et e e e e e e (6,518) (15:311) 5,931

$ (849) $(14,557) $5,779

The differences between the Canadian statutory rate and the effective tax rates in the consolidated

statements of (loss) income result from:

Year ended December 31

1982 1981 1980
SIANIMOTY TAISE cicir v 2 oam aamse a4 s & s ¢ sveite rakers sHbs s STavs M Seth & a0t (49)% (49)% 49%
Increases (decreases) resulting from:
Non-deductibility of:
Crown royalti®s . . ...ttt e e e 1 5 2
Debenture Interest . .. ..ot e 1 4 3
Non-taxable portion of capital (gains) losses .. ..................... — 5 (3)
Foreign'tax 1ate QiffeTence o . ve s wup & oo sses s ¢ on s s v s 1 (33) (12)
Loss carry-forwards without virtual certainty of
UtlZation . . .. 48 28 —
Petroleum and gasTEVENUE taX . . ..o oot e ee oo e e e 8 4 —
Rate adjustments:
INVEsSHTEnt AR ETEANE: « coon siian o ws & Hem Hiaisls Hum s St Sy cam 3 — — (6)
ResOUCE AllOWATIEE ... . in 555 fois e o S 7 6t Salels vk Sulh St 5 Bt (6) (6) (@)
Earned depletion. ... ..ottt et e N (2) —
OB .« e e (¢))] 3 #3)
(1)% (41)% 29%

a8
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Consolidated deferred taxes result from timing differences in the recognition of revenue and expense items

for tax and financial statement purposes. The tax effect of these differences is:

1682 1881 1980

Excess of capital cost allowance for income tax

purposes over depreciation for accounting purposes ............... $ (251) $ (5,360) 3 (81D
Excess of exploration and development costs

deductible for iIncome tax purposes over

depletion for accountiig PUIBESES: wes « wus s 5 sm v mes e ¢ s s a5 523 2,558 7,898
Tax losses available to reduce future taxable

incomes recorded as there is reasonable

assurance of Utilization . ... ... i (2,276) (15,430) (1,045)
Foreign taxes applicable to prior years which

werenotdueuntil the current year ..., (3,960) = —
CRBBE.. . 1ove wcos » ownce acenmn sl 5 5000 5 25000 55008 A0 3 S0 bimie B 2l £y Do § g o3 (554) 2,921 (345)

$(6,518) $(15,311) $5,931

As at December 31, 1982 the consolidated group had loss carry forwards for income tax purposes of

approximately $310,698,000. The benefit of approximately $134,147,000 of these losses has been recognized

through a reduction of deferred tax credits. The losses may be utilized by reducing future years taxable

income. The losses expire as follows:

Canada
RS g T T b 13
TOBB. .. s o e wmase scoss o pimss f sonee Sreess s = swwe smisd wad 5 505 WS 5 S BHAE O 129,489
L0 18,277
$207,1779
United
States
1002 . § 185
1008 e 926
1O o o e = vms @ iy gams s Ghig s SRR S TR B GG M VIR SR AN ¢ IR 8 197
TADB . s mmo ok S G AN ¢ TS §OEAE AW § OGN BN NEE D GE AT E s 7,174
VOB ... o e st o simsce i soinss o5 s sy . oo 5. egien gmne et =, sponss Sy o sl 60 % SERTH & 3 44 831
100 . 49,606
$102,919
EXTRAORDINARY ITEM

During 1982, a decision was made to sell the Company's real estate development assets. The real estate assets
have been written down as at December 31, 1982 to net realizable value (Note 21). No provision has been

made for taxes because the Company has no virtual certainty of utilization of losses.

EARNINGS (LOSS) PER SHARE

Due to the unique characteristics of the Company's share capital (Note 12), earnings per share can be

calculated on varying assumptions. The method adopted is considered most representative of the interests of

special and commeon shareholders in the retained earnings or deficit of the Company.
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Basic earnings (loss) per share

Basic earnings (loss) per share have been calculated using the monthly weighted average number of shares of
each class outstanding during the year. The weighted number of outstanding common shares is increased to
reflect their entitlement to dividends 1.2 times that paid, per share, on special shares. Earnings (losses) have
been allocated between the two classes in proportion to the weighted numbers outstanding.

Fully diluted earnings (loss) per share

1982 1981 1880
Net income (loss) before extraordinary item
COMIMION s s 5 wsse = vy 3 905E 2 558 § G & 055 £ S0 50500 5,55 4 Bt o meme o seoee 4 s $(4.64) B(1.0D $.59
SOECTAL - 5 i 5 v 5 95 B TR 5 B0 & vl § Fum m s samtems S seia o state o rroke 5 e St $(3.86) $ (89 $.49
Net income (loss) for the year
CHIRMIOI L 0+ vieon 3 2ocim = revi o s b e wemes Tam § SEars SE5 § A 5 B9 5 65 555 $(5.10) $(1.0D $.59
DPETIAL « cuv v o 2 g o JUFE SR TGRS S S Dl o St ot e i et srem e $(4.29) $ (.89 $.49

Fully diluted earnings (loss) per share have been calculated assuming the conversion of debentures and the
exercise of options and warrants at the later of the beginning of each year or the date of issue. Conversion of
special to common shares is not determinable, so no effect has been given to potential conversions. Earnings
(losses) have been adjusted for the income (net of tax) which would have been earned on the proceeds,
assuming interest rates of 15%10%, 19%% and 14%:% in 1982, 1981 and 1980 respectively.

These potential transactions have no dilutive effect for the years ended December 31, 1981 and December
31, 1982,

Conversion of special to common shares

If all outstanding special shares were converted to common shares, basic earnings (loss) per share before
extraordinary item would be $(4.48) (1981 — $(.97); 1980 — $.60) and basic earnings (loss) per share would be
$(4.92) (1981 — $(.97); 1980 — $.60). Fully diluted earnings (loss) per share before extraordinary item would

be $(4.48) (1981 — $(.97); 1980 — $.56) and fully diluted earnings (loss) per share wuld be $(4.92) (1981 — $(.97):
1980 — $.56).

LEASE OBLIGATIONS

The Company has operating lease obligations for retail gasoline outlets, drilling rigs, equipment, and office
space expiring from 1983 to 1991. Minimum annual rental payments are;

B L ettt e e e minie e e e ne s seie e s ST e 4 e See € aie $10,421
108 o $ 9,248
| 1ot SR S o B e S SO $ 8,579
VOB . .o i © v w5 vvws & a5 s B Bl & SATE 3 VI B RIS 555 A R0 ¥ BEe 5 chame m esene $ 6,878
198 5 s o o 5 5w st 56T & HEH T U 5 D65 ¥ TIE T Dl e % wer o mer o Saean s @ s $ 1,779
Thereafter . . .. .. $ 9,151

COMMITMENTS AND CONTINGENCIES
Offer for Merland

(@) Inthe process of acquiring Merland Explorations Limited, Bankeno, a subsidiary company, issued share
purchase warrants (Note 4). These warrants, which expire March 17, 1986, allow the holder to acquire one
common share of Bankeno for $9.00, or require Turbo to purchase the warrants for $3.50 per warrant
during a thirty day period, or such longer period as may be permitted by Turbo, commencing March 17,
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1983. In a letter to warrant holders, Turbo indicated that it would not be in a position to meet this cash
obligation but intended to make an offer to the holders of Bankeno share purchase warrants as part of the
overall restructuring of Turbo's debt. There are 2,402,774 warrants owned by investors outside of the
Turbo group.

(b) The Company has an obligation to the Merland minority shareholders stemming from the Ontario Securities
Act follow-up rules. It is the Company's view that the obligation arose out of the clarification statement
dated July 8, 1981 which was issued in relation to the Company's offer dated June 26, 1981 addressed to
holders of common shares of Merland. The clarification statement required the Company to effect, or
cause to be effected, an offer of a consideration equivalent in value to $13Ys for the balance of the Merland
common shares. However, the Ontario Securities Commission (O.S.C.), in subsequent hearings, held that
the consideration offered was not equivalent to $13%. The O.S.C. also sought and received a compliance
order in the Ontario courts requiring the Company to comply with the decisions of the O.5.C. The
company was denied leave to appeal this order. On August 16, 1982, a Merland minority shareholder
initiated a Writ of Summons which was issued but not served on the Company. This step was taken to
preserve the time within which the shareholder could initiate an action. The writ claims, on behalf of all
Canadian resident Merland minority shareholders, payment equal in value to $13%s plus interest and
damages for breach of contract and negligence. The potential liability of the Company to certain Merland
shareholders cannot reasonably be determined at this time.

On January 18, 1983, Turbo Resources Limited and certain of the minerity shareholders formed an
informal committee to work towards reaching a compromise settlement. The O.5.C. deferred further
proceedings until it is determined whether a settlement can be reached in this manner. At March 31, 1983,
the minority shareholders of Merland held 8,227,440 common shares and 1,247,958 preferred shares
(which are convertible for 2.232 common shares for each preferred share held).

The Company is liable as the General Partner in six Alberta Limited Partnerships, the TBR Gas and Oil
Production Funds and Programs.

Some overseas subsidiaries currently operate in jurisdictions where the application of tax law 1s uncertain. The
Company has prudently estimated the tax liability based on tax legislation currently in force. The actual
liability may differ from that provided and any adjustments will be made when the ultimate liability 1s known.

A former employee has filed a statement of claim for $7.7 million plus interest and costs pertaining to a bonus
incentive agreement. The Company estimates the ultimate Liability, if any, will not have a material effect on
operations.

At December 31, 1982 the Company had outstanding letters of credit totalling U.S. $2,450,000.

Merland Explorations Limited (Merland) is a defendant in an action arising from the 1879 acquisition of

certain oil and gas properties which were placed on production in 1980, Merland is defendant in another action
arising from the 1980 acquisition of certain oil and gas properties which were placed on production in 1981.
The plaintiffs allege to hold an interest in the respective properties. The Company is not able to estimate the
effect, if any, on earnings which would result from settlement in the plaintiffs’ favour or on the resultant
reclassification of assets.

Challenger Drilling Inc. (Challenger), a wholly owned subsidiary of the Company, is a co-defendant in a suit
filed in the District Court of Harris County, Texas. The plaintiff alleges Challenger was in violation of its
contractual obligations and drilled a well with substantial inclination and directional deviations. This action is
currently in the discovery stage and while Challenger intends to defend vigorously such action and claims, it is
not possible to predict the ultimate outcome of this suit. The Company feels that the ultimate liability, if any,
will not have a material effect on operations.



18.

19.

20.

al.

REMUNERATION OF DIRECTORS AND OFFICERS
Remuneration of directors and officers as defined by the Companies Act, Alberta, was:

1982 1681
Directors 88T « v vas sere 005 ¥ 96057 067 % 55§ UE% ¥ 505 520G & Siue s e o 1 a5 sio ot s $§ 10 $ 36
OICETIS .« . .ottt 1,894 1,905

$1,964 $1,941

At December 31, 1882, the Company had 8 directors and 11 officers, 6 of whom were serving in both
capacities. During the year, the Company had 20 officers and 15 directors, 11 of whom served in both
capacities. In 1981, the Company had 9 directors and 17 officers, 5 of whom served in both capacities during
the year.

Officers’ 1981 remuneration includes bonuses of $573,000 accrued for 1980 but not allocated until 1981, No
officers’ bonuses have been accrued for 1982 or 1981.

RELATED PARTY TRANSACTIONS

Effective July 30, 1382, the assets of Turbo's Chemicals Divisions in Canada and the U.S. were sold to a company
owned by a former officer and director. The total selling price was $821,000, $342,100 of which was owing at
December 31, 1982 and is due on or before September 2, 1983 with interest accruing at the rate of 14% per
annum.

Amounts due from directors, officers and employees relate principally to loans granted to key employees prior
to 1982 under the Key Employee Share Option and Warrant Programs. As a result of the severe decline in

the market values of the Company's shares, the loans had become a major burden to these employees with the
result that the programs were acting as a disincentive and adversely impacting the performance of key
personnel. After considering the actions taken by other companies in similar circumstances, the directors
decided to reduce the loan amount to the market value of the related shares or warrants and to accelerate
payment of the remaining balance to May 31, 1983. This resulted in these loans being reduced by $2,839,000, of
which $693,000 represented loans to officers.

CLASSIFICATIONS
Certain of the prior year's figures have been reclassified to conform to the current year's presentation.

ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNITED STATES

The accounting policies described in Note 2 differ from accounting principles generally accepted in the United
States as follows:

Financial Accounting Standards Board Statement No. 8 requires translation of long-term monetary assets and
liabilities at year-end exchange rates. Had long-term debt been translated at current rates for the years
ended December 31, 1982, 1981 and 1980 long-term debt would have increased by $6,650,000, $2,018,000 and
$1,935,000 respectively.
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The Securities and Exchange Commission (S.E.C.) has required oil and gas producing companies to use
standard forms of full cost or successful efforts accounting. Differences from the Company's full cost

accounting policies are:

Amortization of oil and gas property costs including production equipment, is to be provided on the
unit-of-production method on a country-by-country cost centre basis rather than on a North American
cost centre basis.

Workover costs are to be expensed as incurred rather than capitalized and amortized on a
unit-of-production basis.

Accounting Principles Board Opinion Number 16 prohibits recording pre-acquisition deferred income taxes of
subsidiaries by an acquiring company. Under this opinion, deferred income taxes payable in the

consolidated financial statements would be reduced by $22,459,000 in 1982 and in 1981. Depreciation and
depletion expense would have been reduced by $1,760,000 in 1982 (1981 — $1,047,000 and 1980 — $625,000)
due to the resulting differences in assigned values.

Accounting Principles Board Opinion Number 20 requires recording a change in depletion method (Note 3)
in the consolidated statement of income in the year in which the change is made. Under Canadian generally
accepted accounting principles, this change was applied retroactively.

If the consolidated financial statements had been presented under United States generally accepted accounting
principles, net income (loss) would be:

1982 1981 1980 Pro-Forma
(Restated) (Note 22)

Income (loss) before extraordinary item
(asreported) .......oiiiiii $(116,218) $(20,545) $13,589 $(121,884)

Adjustments, net of applicable income taxes for:
(Income) loss from operations of;

Discontinued real estate operations . ........ (1,299) (6,074) (1,776) (1,299)
Bankeno Mines Limited ................... — — == 7,544
Long-term debt translation .................. (4,171 (43) (967) (4,162)
Fullcostaccounting ............cooveeueonn.. (22,319) (1,611) (394) (10,791)
Deferred tax accounting. .. .................. 1,760 1,047 625 625
Aeoconnting ChanQesi. s s i wwve wemn s 5 s s o _ 675 (675) =
Income (loss) from continuing operations ........ (142,247) (26,551) 10,402 (129,967)

Discontinued operations
Income from operations of discontinued

Real Estate!DIVISION: . wsivs s sve swsis s s s 1,299 6,074 1,776 1,299
Write-down of assets of Real Estate
Division (NGte HY s o v » svs ¢ a0 v sy (12,090) = — (12,090)
Loss from operations of Bankeno
Mines LIS ... . oot & s 3 s 5 560 3 6% S — — — (7,544)
Net income (loss) asadjusted .................. $(153,038) $(20,477) $12,178 $(148,302)




Under United States accounting practice, and after giving effect to these differences, earnings (loss) per
share would be;

1982 1881 1880 Pro-Forma
(Restated)
Basic and fully diluted earnings (loss) per share:
Net income (loss) from continuing operations
COMIMON . o v v et e e e e $(5.64) $(1.27) $.45 $(5.16)
SPEEIAIY qaci # e v v swans v s oo T 6 s $(4.69) $(1.05) $.38 $(4.29)
Net income (loss) for the year
Common . ... $(6.06) $(1.01) $.52 $(5.87)
SPeCial. s vron v v @ s wmeiy s v E vEa T $(5.04) $ (84) $.43 $(4.89)

Under the accounting rules of the S.E.C., the Company's second preferred shares, 1980 retractable series
would be classified outside of shareholders' equity on the consolidated balance sheet as redeemable preferred
shares with mandatory redemption provisions. As at December 31, 1982 and 1981 shareholders' equity
(deficiency) as shown on the consolidated balance sheets would have amounted to $(59,064,000) and $94,114,000
respectively, had the preferred shares been shown separately and consolidated retained earnings (deficit)
adjusted for the effect of these differences.

Under the accounting rules of the S.E.C.,, fully diluted earnings per share would be shown on the face of the
income statement instead of in a note to the financial statements.

22. SUBSEQUENT EVENTS
In addition to the matters described in Note 11(b)(v) the Company announced its intention to sell the 90%
interest it holds in Bankeno Mines Limited, a Canadian public oil and gas company. As well as significant oil
and gas assets of its own, Bankeno holds a 55.4% interest in Merland Explorations Limited, a Canadian public oil
and gas company, and a 25% royalty interest in the Polaris lead/zinc mine located in the Canadian Arctic.

The Ontario Securities Commission (O.S.C.) has issued temporary orders and directions preventing the
Company and its principal banker from trading or otherwise dealing in shares of Bankeno and Merland
without their approval. The Company believes that upon the attainment of an agreement reorganizing the
Company's debt, to which the Merland minority shareholders will be a party, these temporary orders and

directions will be lifted.

The pro-forma statements do not consider adjustments fo interest expense or other costs that may be
realized upon the divestment of Bankeno because they are not determinable at this time.

This plan will require the Company to account for its investment in Bankeno using the equity method. The

following presentation compares the balance sheet and income statement presented for 1982 with those that
would have resulted had the equity method been used.
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BALANCE SHEET

As Presented Pro-forma
ASSETS
Current Assets
Cash and short-term depositS .. ..ot $ 2317 $ 2317
Accoinitsand Notas TECOIVADIE cav s s 5 auy wev e ses v e s 5 e wese » s s 88,294 59,195
Due from affiliated COMPANIES . . . ... .ot — 3,098
INVENIOTIES « .\ o v et et et e e e e e e e e e e 116,633 114,217
(] 4= SRR PP __Tﬂ 6842
Total CITTEnt ASSEtE . o o ciois o cooie wmiin vonas & pomse 5008 ¥ 560 & 0¥ 9493 & S 05 & 214,631 185,669
INVESHTIETIES o o o ettt et e e e e e e e e e e e e 7,517 185,387
Property, plant/and SQUIDMENTt au & ce. « sns was o wosis @ wvor sam + sors e w ssmen sions 557,123 464,375
Petrolatiti atid natuial D88 DYODETHES: ; cvw suw v o o sissr sas o s a4 v voimn & 363,746 17,258
OIDEEEESEIE . e v s oose o epmres sommsns il § mdd BTS00 S0 § DON B60 8 Wil DAIVR S5 wwe 19,224 18,224
TR = s 5 s 065 @ s 5 S0 5 S0 SR 5 SEba 755t SHibs & avs 5 36 ST o S8 6 AR 36 51,162,241 $881,913
LIABILITIES
Current Liabilities
Bank indebtedness . ..o $ 282,858 $281,463
ACCOINE BAVADIE : wims sen 1 5o & s 380 § s & sy 968 @ S8 w5 sfms © 27 Toe 110,054 82,492
AeoTed HADAIEIEE . . o ooe ooer s e o sibie mooie & 57675 5 0 S0 & s £ 5 T § viass s 19,440 8,875
Current portion of long termdebt. .. .......... ...l 221,731 208,476
Total eutrent HADINTNES: o i «on 7 mom @ von Tou 5 a5 D00 w5 & Fwe W% % S s 634,183 581,306
LORG ST ABDE ..o+ v v sivin 0 viee mimin i s # simon sasy o sash 8 i =055 % 08 EaT8 ¥ B S5 418,601 315,971
Deferred EXPEIISES . . . oottt e 50,645 3,181
IINGETEY TIEETESE: ; sros = cruse o srams s vt & vrmis wwers diods + Sre Sims & @t e & paess w5 13,439 1,748
Total HADIITIES .« o oo v ot et ettt et ettt e e it 1,176,868 802,206
CAPITAL DEFICIENCY
Share capital . ...t e 112,537 112,537
Deficit. riet of cotitributed SUYPIIS..; » sue was = ome o vam v 5 s s & s s w5 (127,164) (132,830)
Netcapital deficiency. ... .. i (14,627) (20,293)

TOTET ..o . voor ssmm o s v summen sremmosn edh 5§06 $o002 BEE § B B B 908 & P00 BAGIS & 50008 % $1,162,241 $881,913



STATEMENT OF LOSS

As Presented Pro-forma
REVENUE: ... . wous s o sness 5 s o somss o sms 5 o & w0 & 005 5 s 06 5 6080 5 55805 5 S768 2 $ 599,184 $547,816
COSTS AND EXPENSES:
Costof SaleS . . ..o 483,578 475,831
Indirect costs including general and administrative . . ............... ... 77,905 71411
Depreciation, depletion and amortization ............................ 50,371 24,229
Totalicosts/andieXPEnSES « muww & s o el v o e 1 Gt & G5 % 08§ S0 & 2 b 611,854 571,471
OPERATING LOSS . .. 12,670 23,655
EQUItY-108S v won o sums smasew smsss s o s < covs waspate wem o e 5 o 5% 5 G0 § OR 2 40 7,544
Cther 108868, s o i waies avsir S5 s Sosn SN TR R T 3,542 3,542
Interest B PONSE vttt e 95,090 83,774
Loss before taxes, minority interest and extraordinaryitem............... 115,342 118,515
Write down of oll and gas properties . . . ... — 5,666
Net provision for (recoveryof)taxes ..................... ... .. .. .. ... (849) (3,432)
Loss before minority interest and extraordinary item . ................... 114,453 120,749
Minority Inferest ... ... 1,725 1,135
Loss before extraordinary item .. ... ... ... 116,218 121,884
Extraordinary item (Note 14) .. ... ... ... . 12,080 12,090
Nt 1088107 the YEAT: s s meii & i £ 0% 5518 5 25006 & siers wieies vyose o isse siein o ssors = sore $ 128,308 $133,974
LOSS PER SHARE (Basic and Fully Diluted)
Lioss before extracrdinary item
Common (21,083,870 Shares) . ...t e 3 4.64 $ 485
opecial (8,601,884 8HAYER) .« » cori v o ¢ 58 5 560 5 S & S T 5 Fies wenre e o $ 3.86 $ 403
Loss for the year
Common (21,083,870 shares) .. ... ..., $ 5.10 $ 532
Special (6,601,554 shares) . .. ... ... $ 424 $ 442

The number of shares is computed on a weighted average basis (Note 15).

Any gain or loss which may arise due to the divestment of Turbo's 90% interest in Bankeno is not determinable

at this time.
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23. SEGMENT INFORMATION

The Company's consolidated operations can be divided into four business segments:

Resource Services includes oil and gas well drilling and well servicing, mineral exploration drilling,
construction drilling, oilfield equipment rentals, machinery and oilfield supply sales and the manufacture of
specialty rigs and drilling tools;

Qil and Gas includes oil and gas acquisition, exploration, development and production;

Qil Products includes the refining, distribution and marketing of petroleum products;

Real Fstate includes the acquisition, development, rental and sale of real estate properties (Note 14).

The following tables summarize the Company's operations by business segment and geographic area.

BY BUSINESS SEGMENT

REVENUE:
Resource Services sales:

CUSIOIMIETS .« . o o oottt e e e e e e
Inter-segment . ........

Qil and Gas sales:

CUBIOIHETS & ie oot 5 600 5 v .50 5 PRS & 5000 Bt 3 $69E 3§ 598 50 % HEN
Inter-segment . ........

Qil Products sales:

CUstomers . .. v 5 so s
Inter-segment ... ... ...

Real Estate sales:

CUSIOMBYS . . . oo e
INTEYESETINEINE: o« v a5 e & s o & v o S 8 o6 5 65 o G0

Corporate and Other sales:
Customers............
Inter-segment . ........

Inter-segment eliminations

Consclidated . . . . ..

31

December 31

1982 1981 1980
(Restated)
$141,321 $197,834 $143,058
535 195 228
65,508 24,768 7,007
385,102 329,219 169,827
197 206 638
6,556 5,264 1,537
121 1,626 670
700 2718 699
3,341 483 26
(4,194) (2,510 (1,562)
$599,184 $559,798 $322,128




DEPRECIATION, DEPLETION AND AMORTIZATION:
Resource ServiCes .. ...
Ol and i Gas: ; ¢ st o v wrme D= fem § wen 5 e © EEE T8
O PIGAVEES : = mos ¢ s 2505 5 s S s 265 5 56% & #on & 508 5805 3
Real Estate .. ... . ...
Corporateand Other ... ... ... ... .. ... ... ... .........

GONSoNAdated o an con @ nih 5o & eI S SER SR B 5 s S

OPERATING INCOME (LOSS):
RES0UTCE SEIVICES i 4 e v st v soser 0 svets & it Sidte o 47207 6 47458 % &
G ATIAIGHS) = 2 s mees e 5 wan 7 085 ¥ 05§D S s 5 4a0 8 3
Oll Products . . ... .
RealEstate ... ... .
Corporateand Other ................iiiiiiinenn..
Consolidation:eUmMINations ; vus « wes o e 5 smsn siers s 5 oo 5§

Consolidated . ...t

TOTAL ASSETS:
RESOUTCE SEIVICESE ~ix van ¢ i 5 06 e §00m0 v o 560 & viad 44
Olland GaS .. oo
Oll Products . . ... s
Real Estate ... ... e
Corporate anti@NeT . ox o su « i svosie speze e o trme g rege 2

Consolidated ........... i

CAPITAL EXPENDITURES:
RESOIICE SOIVIBEE s vy 5y = sy wrams el Seysie, sbe 5 1563 73
G ANciGAS & = v e % 37m & 5n ©00E Sein e SR AR Sl o
@1 1% delo [0 Te = P N S H 0 0 o
Real Estate . .. ... 0 e
Corporateand Other .......... ... ...

Gonsolidatedias =me » son 20 SanE e el Go B 5 i o

December 31

1982 1981 1980
(Restated)
$ 10,955 $ 13830 $ 10,966
29,809 11,358 541
6,237 2,604 1,788
549 281 85

2,821 1,327 460

$ 50,371 $ 29,400 $ 13,840
& {1125 $ 5542 $ 23,238
15,826 3,718 1,502
(2,927) (304) 6,855
2,621 5,329 868
(17,018) (7,448) (4,989)
— 1,090 188
$ (12,670) $  7.927 $ 27,662
$ 232,798 $ 265,338 $162,303
476,382 420,482 62,368
359,182 283,380 58,007
38,351 44,194 25,965
55,528 49,679 23,592
$1,162,241 $1,063,073 $332,235
$ 15,807 $ 74838 $ 61,528
86,202 53,184 22,321
80,889 187,754 20,695
2,378 2,442 8,472
9,933 7,981 3,279
$ 195,209 $ 326,199 $116,295
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BY GEOGRAPHIC AREA

REVENUE:
Canada

CUSTOITIEES .« oo v s o mime w0 G000 5 5608 55009 w160 B o ¥ e =
TIanSIEIS . oot e

United States

(IStOITIETE & o mun 2o 5 won & o p onen T © ke ¥ sl SHRs S8 5
THATSIETE . . voe o wri nei § S5 5 S50 5 GAIE Y65 5 Su ¥ i s o

Other

CUSIOIMIEIS .« o v vt e e e e e e e e et e e e
TRATEIETE now wain o s © DEss. e, D % 0 % Mo SIS ST & SO

Inter-segment eliminations ............ ...t
Consolidated . ...t e

DEPRECIATION, DEPLETION AND AMORTIZATION:
EATATA ... v s o s o s msmr o pdils 5 5§ IR PR T BT § A P

CADBEA .. « oo sses 5 scxm o sispe = wosse simis o sem = apee o sssng seng 8 80a & 8

December 31

1982 1981 1980
(Restated)
$ 505,185 $ 439,729 $266,976
239 34] 1,924
505,424 440,070 268,900
57,792 105,710 42 900
= 6 -
57,7192 108,716 42,900
36,207 14,359 12,252
529 — —
36,736 14,359 12,252
(768) (347) (1924)
$ 599,184 $ 559,798 $322,128
$ 39,146 $ 16315 $ 6,553
8,114 12,257 6,370
3,111 828 917
$ 50371 § 29400 $ 13,840
3 (417) $ 10144 $ 21,220
(22,583) (4,322) 4731
10,330 2,105 1711
$ (12,670) $ 1927 $ 27,662
$ 893,003 $ 781,507 211614
242,493 261,846 110,680
26,745 19,720 9,941
$1,162,241 $1,063,073 $332,235




Turbo Resources Limited

QUARTERLY FINANCIAL DATA (UNAUDITED)

Summarized quarterly financial data (in thousands of dollars except for per share amounts) for 1982, 1981 and 1980
Is as follows:

Three months ended

Mar. 31 Jun. 30 Sep. 30 Dec. 31
1982
ReVeIUE .. ...t $141,801 $144,837 $134,111 $178,435
Income (loss) before income taxes,
minority interest and extraordinary item ............, (16,215) (14,838) (39,367) (44,922)
Net' IMcome (Y088) i vmn & ene sisiav s o o g svose p wase @ e o (9,809) (22,563) (39,839) (56,097)
Basic earnings (loss) per share:
COMIMON . . ... ittt (.41) (.90) (1.58) (2.21)
Special . . .. ... ... (.34) (.75) (1.31) (1.84)
Fully diluted earnings (loss) per share:
COMMON. -5t i & e s o e s s S & Sl & WEe & SFfie o (.41) (.90) (1.58) (2.21)
Special . . ... . (.34) (.15) (1.31) (1.84)
1981
REVENUE . . .t e e $113,615 $133,075 $168,888 $144,220
Income (loss) before income taxes
and minority Interest .. ... ... ... 3,027 (3,948) (6,941) (28,012)
Netincome (10SS) . .. ..o 3,053 (883) (3,809) (18,906)
Basic earnings (loss) per share;
(1876]1111110) § LN A P R Al (.08) (.20) (.84)
SOECIAL. . . o o e e S e § G T SR B e G .09 (.06) (17 (.70)
Fully diluted earnings (loss) per share:
(@171 1110) + PP 11 (.08) (.20) (.84)
SPECIAL. . oev e e e e e e .09 (.06) C1n (.70)
1980
REVENUE, o b St o e & Sais Tere e Saiers s Sl e $ 69,264 $ 13,286 $ 92,487 $ 87,091
Income before income taxes
and minority interest .. ... ... 4819 3:535 5,569 5,794
NEet INCOMIE .« o oo ettt e e e e e 2317 2,128 3,155 5,389
Basic earnings per share:
COMITION v : iz samt sk © sos o cams ) Sk i cnds s Srs sFers oo 11 10 .18 28
SEECIAlLw v 5 sa e S SRR SR S R e e 10 .08 A5 .20
Fully diluted earnings per share:
COMITION . . ottt e e e et et 10 .10 ;18 .24
SpECIAl. . oot .09 .08 12 .20
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SUPPLEMENTARY INFORMATION

Turbo Resources Limited

UNCONSOLIDATED BALANCE SHEETS (UNAUDITED)
At December 31

(in thousands of Canadian dollars)

1982 1981
ASSETS
CURRENT ASSETS:
Cash and short term depoSItS . ... $ 1,166 3 —
Accounts receivable
D A . o oo o h B SR R EA R SIS G E TRV A S7EGE SR SRS SAIRE A A b wie 25,033 33,221
BIIEAEEE. . & oo o o wiors svmcs o sgose o s o s 5% S € S ¥ SEE e b S § ST WM D D © o 8,661 17,169
INVENIOTIES & « crvn & curs o smis worore ssore o ovein = sain savam oo = swon 5 sovs 2ed d = 5405 § 003 Ta ¥ S303 % e 69,993 39,067
OtheT CUITENE ASSEIS . . o oottt et e e e e e e e e e e 4,609 904
Total CIETENT BESETS . vo vsie o e o onmss o sond sonls § Suess 5 5005 ¥.400 5 G060 & 80800 & 2t g & o 109,462 150,361
INVESTMENTS — at cost:
SUDSIAIATIES .« ottt e e e e e e 217,218 167,678
BT . s o v o omre & s § bans § b S0 ¥ 0 5 G55 3 S0 SR09S 2050 4 B DURCID BNSE B e @R G 129 17,294
PROPERTY, PLANT AND EQUIPMENT ... ... e 302,140 235,976
PETROLEUM AND NATURAL GAS PROPERTIES . ... ... ... . . i, 2,539 12,903
DUE FROM:SHBSIDIARY COMPBANTY - vwn 5 s s oo st o b v s i 5 vaie § 0 5 s 214,659 151,122
OTHER ASSETS. ........... O G S R I T 14,540 21,686
8. T e It I I T I T $860,687 $757,020




LIABILITIES

CURRENT LIABILITIES:
Bank Indebtedness . ... ...
Accounts payable and accrued charges .. ...
Imeto subSICHATIES & 1w sron = varms Som & ohin 5 s Sakey S5 S 5am o NG & T W 8 SR 5 SR b

SHAREHOLDERS’ EQUITY
Share Capital:
Issued and fully paid:
First preferred shares, series A. ... ... ...
Second preferred shares, 1980 retractable . ........ ... ... ... . ...
COMMOMESNATESE cve sone = o srrsy Tes 2607 SB6 & 5E% 5 000 5 T e s I o pogts s ol o7
SPECIAlSHATEE! & .ot si5 4 6,0 fiies susie o ssit & faiba s nensn o 1osis eraloe miaie e mvie o sunds s maeis anene
Contributed SUIPIUS. . . . ... o e
Retained earnings (deficit) . . .. ...

Total shareholders' equity . ..... ...t e i

1982 1981
$276,303 $ 87,350
12,517 16,916
al 12,801
208,336 32,828
557,177 209,995
238,815 412,174
2,113 1,135
— 10,052
798,105 633,356
4,258 4,218
24,360 24,416
82,620 82,449
1,470 1,576
126 105
(50,252) 10,840
62,582 123,664
$860,687 $757,020

42



lawson graphics western

PRNTED e CAADA





