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Highlights of 1979

FINANCIAL
Cross Revenue From Operations |
Income from Operations Before

Provisionfor IncomeTax . ............... .. ...

PerShare . ... . ...

NetIneome ... ..o
Por SHATE ¢« oo oo o 5 imms 58 95 605 § 55 8 s 5 a s

TOTAL ASSETS

AVERAGE SHARES OUTSTANDING

QOPERATING
Qil Sales
(Gas Sales

Funds Generated From Operations . ........... . .

Fer Share

Producticn — Net

Lo oY e T T T LI T T T
Natural Gas(mef) ....... ... . ... ... ... ...

Sales — Net
Qil(bbls).........

Natural Gas (Ief) . .........................

RESERVES — NET
Qil(bbls). .. ... ............
Natural Gas (mcf)
— Owned ................

— Committed**
*Restated

1979

............... $33,587,000
$ 2,555,000
45¢
$ 2,705,000
48¢

$51,206,000

5,667,900

$ 17,251,000
$ 2,790,000
$23,127,000
$ 5,184,000
............... $ 1.00

460,000
3,459,000

458,600
13,308,100

4,267,400

52,088,000
12,335,000

**Gas reserves owned by others and committed to pipeline systems.

The Company

Werldwide Energy explores for,
develops and produces oil and gas
from principal petroleum basins of
North America, ranging from the
Gulf Coast of the United States
through the western provinces of
Canada. Worldwide has become an
important and growing producer of
heavy oil in the Cold Lake area of
Northeastern Alberta, Canada,
with several heavy oll projects
undergoing exploration,

COVER: Company employees working
on heavy oil project.

development and pilot operations.
It owns and operates a 415-mile gas
gathering and transmission system
in South Central Kansas and an
85-mile gas gathering system in the
Cold Lake area of Northeastern
Alberta. During 1979 its average
producticn was 1,260 barrels of o1l
per day and 7.8 million cubic feet of
gas per day. The average daily
throughput for its gas transmission
systems was 36 million cubicfeet

1978* % Change
$11,723,000 + 186
$ 1,378,000 + 85

26¢ + 73
$ 1,382,000 + 96
26¢ + 85
$45,186,000 + 13

5,228,700 + 8
$ 4,754,000 + 53
$ 2,987,000 - B
$ 3,523,000 + 556
$ 3,598,000 + 58

69¢ + 45
399,100 + 18
3,874,000 - 11
394,800 + 16

5,755,300 + 131

3,935,500 + 8

44 472,000 + 17

74,075,000 — 8

per day. During 1979 it participated
in 61 (31 net) exploratory and
development wells, with 65% and
100% success ratios, respectively.
During 1880, with a capital budget
of $16.2 millicn, it plans to drill
between 60 and 70 exploratory and
development wells,
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To Our Stockholders

Your Companys investments in
exploration, development and
production of cil and gas and In gas
gathering and transmission all
contributed to provide 1979s record
results and have laid the
groundwork for further gains in 1980
and beyond.

With the past year’s financial and
operating statistics fully detailed
and charted throughout this
report, it is worth noting some of the
Important projects that we may
expect to contribute to our
continued progress. The Company
has varying interests in the
production and acreage in each of
the following prospects and
projects, more fully defined in later
sections of this report, but each of
these projects is deemed a
potentially significant contributor to
the growth of your Company:

HEAVY OIL — At our Ft. Kent
project in Northeastern Alberta, we
have completed the Phase II pilot
development and expect
production to rise to around 1,700
barrels per day by this Summer
from the present 1100 plus rate.
Suncor, our partner in this venture,
assumed operating responsibility at
the start of 1980.
= Operations at our Muriel Lake
heavy oil project will commence
this Summer with a seven well pilot
plant operated by Petro-Canada,
our major partner in this project.

» Exploration and evaluation of the
heavy oil reserves in the Charlotte
Lake area, farmed in last year from
Buttes Resources Canada, will
continue, The first six wells drilled
here indicate an estimated

225 million barrels of heavy cil in
place.

1979 RECENT DISCOVERIES
The discovery well at our Sunshine
Field in Smith County, Texas, was
potentialed at 113 barrels of oll per
day, plus 420 mcf of gas per day.
The first off-set well on this 2,200
acre prospect is now drilling, with

Robert B. Tenison
President

further development expected
throughout the year. Production will
commernce upon completion of a
gas pipeline now under
construction.

« Our two gas wells in the Probandt
Field in Irion County, Texas, are
now on line delivering at a
combined rate of 1,700 mcf per day.
The field’s four cil wells are
producing at a combined rate of 350
barrels of oil and 1,300 mcf of gas
per day.

» At our Valier and Dry Fork shallow
gas prospects in Pondera County,
Montana, seven gas wells with a
combined production rate of 1,657
mcf per day are awaiting pipeline
connection to Montana Power.

« Our Red River oil discovery on the
East Reserve prospect in Sheridan
County, Montana, had initial
production of only 50 barrels per
day due to mechanical problems.
We anticipate a substantially
improved production rate. The first
off-set well is now drilling.

s The new Charlotte Lake Area In
Northeastern Alberta now has 6
wells delivering a total of 6,000 mcf
per day, with more development
scheduled. In the same area of
Alberta, the Kehiwin Prospect has



two zones which tested at a
combined rate of 2,164 mcf per day.
» The Hoselaw-West Bonnyville
Area has two wells. The Hoselaw
gas well tested at a rate of 2,638 mcf
per day. One development well is
scheduled for drilling this year. The
West Bonnyville well tested 1,290
mcf per day and both wells are
awaiting hook-up to the gas
pipeline,

GAS TRANSMISSION
OPERATIONS — Cur Central
States Gas division Is expected to
add 100 new well hook-ups to bring
total wells connected to more than
360 by yearend. Our Cold Lake
Transmission gas gathering and
pipeline system is also scheduled to
grow substantially with the addition
of more wells, both Company-
owned and those of other operators.
Throughput and profitability of each
system may be expected to rise
this year.

1980 CAPITAL BUDGET — A
record $16.2 million capital budget
will help us achieve our objectives
this year, up 62% from last year's $10
million capital budget, with over $12
million dedicated to exploration and
development.

1980 EXPLORATION — Plans
call for the drilling of 24 exploratory
wells in the United States and
Canada during the current year, a
portion of which we may anticipate
as discoveries with development
potential. The realization of these
various activities will define our
further growth this year and
prepare us to maintain an upward
trend in the years ahead. The
achievement of our objectives is
directly related to the dedicated

efforts of our staff and the continuing
support of our many shareholders.
We are truly appreciative of both
and look forward to reporting
further record progress through
1980.

Earlier this year Arthur Cassel
tendered his resignation as a
Director and it was regretfully
accepted by the Board. Mr. Cassel
had served on our Board of
Directors since 1968, and prior to
an lllness several years ago, was
Chairman of the Board. We will
miss him as a long-time member of
the Board and wish him success in
his new endeavors.

[ 'am pleased to advise you that
during the year Mr. William M.
Decker and Mr. James B. Owen
have jolned our Board of Directors.
Mr. Decker is a private investor in
oil and gas and other industries and
resides in Santa Fe, New Mexico.
Mr. Owen is directly involved in
the oil and gas and cattle industries
and resides in Tyler, Texas. Both of
these gentlemen have substantial
expertise and experience, which
will be beneficial in directing the
growth of your Company.

Sincerely,

GG TE Gy

Robert B. Tenison
President

April 3, 1980

Retained Earnings —
End of Year

$ Millions
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1975 1979
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End of Year
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Review of Operations:

HEAVY OIL PROJECTS:

Fort Kent — (WWE: 50%
interest, 4,960 acres)
Development of our most promising
Cold Lake area heavy oll project
continued throughout 1979 resulting
in the completion of Phase Il of the
project which consisted of the
drilling of 16 wells, the installation of
a second 50 million BTU/hour steam
generator and enlarged production
facilities to handle the increased
production. The project is now
averaging over 1,100 barrels per
day, up from 850 barrels average
during 1979. Selling price of the
heavy oil was $10.62 per barrel at
yearend, up from $9.09 per barrel a
year earlier, with the Company’s net
production for 1979 being 137,200
barrels, as compared to a net 46,400
barrels for 1978. We anticipate
further price gains and production
during 1980.

On January 1, 1980, Suncor, Inc.,

became the operator having
acquired a 50% interest in the
project with the payment of 70% of
the $9,100,000 (Cdn.) capital costs of
Phase [ and Phase II expansions.
Suncor may elect to proceed with
the Phase IIl commercial expansion
by December, 1981 and will pay
55% of the next $137 million of
capital costs and 50% of all costs
thereafter.

Operating plans for 1980 call for
Increasing production to between
1,700 and 2,000 barrels per day as a
result of the completion of the Phase
Il expansion in 1979. As previously
reported, independent engineering
studies estimate exploitable oil in
place at 313,000,000 barrels and
recoverable reserves of
85,000,000, of which 2,473,000
proven recoverable barrels have
been assigned to the Phase [ and
Phase I portions of the project.

Muriel Lake — (WWE: 41%
interest, 7,000 acres) Production
from this heavy oil project in the
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* Reflects 50% Sale to Suncor
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Ronald J. Cargo
Vice President

Operations

Cold Lake area will commence this
Summer from a seven well pilot
operation. Petro-Canada, which is
now operating the project, will earn
a 50% interest in the property with
the completion of the pilot, with a
third party holding & 9% interest.
The results of the pilot operation will
determine the viability of future
expansions. Present engineering
calculations indicate there are
approximately 500 million barrels of
oil in place. Pilot operations should
give some indication as to what
percentage of the oil in place can
be recovered utilizing the steaming
process.

Bonnyville Field — (WWE:
100% interest, 1,280 acres)
Evaluation of the Bonnyville Field in
the Cold Lake area continues. As
previously reported, primary
production from this field in the
early 1950's yielded around 200,000
barrels of a more viable, higher
gravity heavy oil. We are working to
resolve a sand production problem



at present and may consider the
installation of a small pilot operation
this year.

Charlotte Lake and Soars
Prospects — (WWE: 25% - 50%
interest, 16,000 acres) These two
acreage blocks in the Cold Lake
area were farmed-in from Buttes
Resources Canada, Litd., as
exploration acreage, with
Worldwide able to earn up to 50%
Interest in any o1l and gas through
the drilling of 12 exploratory gas
and heavy o1l evaluation tests and, if
deemed feasible, the construction

the Charlotte Lake prospect block
indicate approximately 225 million
barrels of heavy cil in place.
Exploration of the southern, or
Soars, prospect block has just
recently commenced with six
exploratory wells scheduled to be
drilled during the first half of 1980.
See Charlotte Lake area exploration
for 100% gas well success.

EXPLORATION AND
DEVELOPMENT:

Our 1979 exploration and
development programs scored

of a pilot project with six producing Important successes, both in terms Blaine S. Day
heavy oil wells. The first six wellson ~ of completion ratios and the quality Vice President — Exploration
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[ Net Wells Drilled

1978 1976 1977 1978
45
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of successful discoveries for further
development. During the past year
your Company drilled 16
exploratory wells, resulting in 10
producing discoveries for a 62%

success ratio. In development
efforts 43 wells were drilled and
completed — a stunning 100%
success rafio.

Itemized below are certain of the
exploration successes. The adjacent
maps will help depict our
exploration acreage and interests
which we will be pursuing during
the current year.

DOMESTIC EXPLORATION:
Sunshine Prospect, Smith Co.,
Texas — (See map, page 4) Ouwr
wildcat discovery well on this
prospect tested at a rate of 113
barrels of oil and 420 mcf of gas per
day on a 24/64" choke. A pipeline 1s
under construction, with production

of oll and gas to commence upon
completion of the gas line. Cur first
off-set well to this discovery is now
drilling, with additional
development drilling planned to
continue evaluation of this new field
which has been named the
Sunshine Field. The nature of this
payzone 1s such that only drilling
will determine the size of the field.
Probandt Field, Irion Co., Texas
— (See map, page 3) The wildcat
well on this prospect was an oil zone
discovery and extended the
Probandt (Canyon) Field. Five
additional wells were drilled in five
different sections resulting in two
new gas discoveries, one new oil
discovery and two oil development

-
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Pondera County, Montana

D 75% working interest
D 50% working interest

@ Wildcat Discovery Well




wells. The two gas wells are
delivering 1,700 mcf per day and
the four oil wells are delivering 350
barrels of o1l per day plus 1,300 mcf
of gas per day. In addition, cne well
has undeveloped gas pay behind
pipe and another well has two
undeveloped o1l pays behind pipe.
Eight development wells are
budge:ed for drilling in 1980.

Valier and Dry Fork Prospects,
Pondera Co., Montana — (See
map, page 5) Exploration on these
two shallow gas prospects resulted
in the completion of seven gas wells
to date. These shallow wells have a
combined production rate of 1,657
mcf per day, with their production
to be sold to Montana Power Co.
upon completion of a pipeline
connection. Additional
development drilling 1s scheduled,
as 1s a further seismic survey, for the
current year.

East Reserve Prospect,
Sheridan Co., Montana — (See
map at right) (WWE: 11.73%
interest, 2,560 acres) This 11,300 ft.
Red River oil discovery, reflecting
mechanical problems, had an initial
production of only 50 barrels of oil
per dav. We anticipate that
elimination of these problems will
result in a substantially improved
production rate. Seismic data
indicates two more development
locations, the first of which is now
dnlling. In addition, there are
shallower zones of interest.

CANADIAN EXPLORATION:
Charlotte Lake Area, Alberta
(WWE interest — see discussion
under "Heavy Qil" above)
Exploratory drilling of this acreage
resulted in six new gas wells and
the establishment of a new field.
Their combined production of 6,000
mcf per day has already been
connected to the Cold Lake

Transmission pipeline system. Two
or more development wells are
scheduled for drilling in 1980.

Kehiwin Prospect, Alberta
(WWE: 25% interest, 4,344 acres)
This exploratory well resulted in a
gas discovery in both the Colony
sand and in the Viking sand, with
combined drill stem test rates of
2,164 mcf per day. The well 1s
awalting hook-up to pipeline.

Hoselaw Prospect, Alberta
(WWE: 100% interest, 1,920 acres)
One gas well tested at a rate of 2,638
mcf per day. This well is now
awaiting hook-up to our gas
pipeline. One development well 1s
scheduled for drilling this year

West Bonnyville, Alberta
(WWE: 100% interest, 640 acres)
This well tested 1,290 mcf per day
and Is awaiting hook-up to the gas
pipeline.

DRILLING RIG PURCHASE

The lack of availabililty of drilling
rigs when needed has motivated
your Company to purchase a used
drilling rig with a 3,500 ft. capacity,
to use on both its own prospects and
those of other operators in the Cold
Lake area and cther areas of
Alberta. The rig will employ about
sixteen crew members and insure
availability of a rig for our
accelerating exploratory and
development drilling activities in
the Cold Lake region.

GAS GATHERING AND
TRANSMISSION

Central States Gas — Ouwr
Intrastate gas gathering system,
operating in South Central Kansas,
made a major contribution to
revenues and its mnitial contribution
to net income 1n 1979, its first full
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year as a Company division. During
the year capital expenditures to
connect additional reserves and
Increase deliverability were
$1,230,000. Acreage dedicated to
the system has 63 billion cubic feet
of proven reserves and another 38
billion cubic feet of probable and
possible reserves. At 1979 yearend
the average daily throughout was
26,477 mcf, with over 90% of
deliveries being made to Kansas
Power and Light Co., our principal
customer. Total deliveries during
1979 amounted to 9,760,000 mecf.
Budgeted expansion for 1980 calls
for the hook-up of about 100 more
wells to the system, raising total
wells connected to approximately
360 by the end of 1980.

Cold Lake Transmission — Our
gas transmission system in the Cold
Lake area of northeastern Alberta
grew to 21 connected wells with 85
miles of gathering system. In
addition to supplying fuel to fire
steam generating equipment at Fort
Kent, the system also provides gas
to Esso Resources Canada Ltd,, for
its experimental heavy oil pilot
operations at Cold Lake, to the
Department of National Defense,
and to a local gas utility company.
We will continue to expand the
system during 1980, both through
the drilling and hook-up of more

Company-owned wells and
contracting to purchase gas from
other operators' wells. Our contract
with Esso Resources was extended
for an additional year, to November
30, 1880, and expanded, effective
March 1, 1980, to provide increased
deliveries of up to 8 000 mcf per day
on an interruptible basis. Total gas
sales for the system during 1979
were 2,975,787 mcf. Total proven
reserves dedicated to the system at
yearend were 42,772,000 mcf,
including 35,000,000 mcf owned by
the Company. Aiding the planned
improvement of the system is the
addition of the new gas reserves
found on our Charlotte Lake,
Hoselaw, West Bonnyville and
Kehiwin exploration blocks,
referred to earlier.

1980 EXPLORATION PROGRAM:

Our efforts during 1980 will
feature our most extensive
exploration program to date in the
United States and Canada, with over
$8,700,000 budgeted to test some 24
exploration prospects in the two
countries. Included in these efforts
are Pinnacle Reef tests in the
Rainbow Lake region of northern
Alberta, an area noted for sizeable
oll reserves — Exploration for deep
gas reserves in the Rockcastle
Anticline in Laurel and Clay
Counties, Kentucky, where we have
approximately 7,000 acres of leases
— Exploration effort on the Soars
block of northeastern Alberta,
farmed in from Buttes Resources
Canada, seeking both gas and
heavy oll reserves — Another
farm-1in involving an oil and gas test
in the North Cache Creek area of
northeastern British Columbia —
Exploration on industry-developed
plays in the Gulf Coast, Mid-
Continent and Rocky Mountain
exploration basins,

Walter V. Pelepchan
Treasurer

John F. Meck
Secretary



WORLDWIDE ENERGY
CORPORATION is an o1l and gas
preducer with working interests in
358 producing oil and gas wells in
the United States and Canada and

415 miles of intrastate gas gathering
and transmission facilities in
Kansas, as well as a small interstate
system in Texas, and an 85 mile
system in the Cold Lake area of

properties including working
interests of approximately 50% in
leases and claims on 20,000 acres
of uranium mining property in the
Ambrosia Lake District of New

undeveloped leaseholds covering Northeastern Alberta, Canada. Mexico.
84,000 net acres. The Company Also the Company holds interests
owns and operates approximately In uranium and other mineral
Summary of Quarterly Earnings (Unaudited)
1979
4th Qtr. 3rd Qtr. 2nd Otr. Ist Qtr.

BeVeNUE o« o v v o v e b ww s s 6 5 0 st 3 4 ¥ s $9,203,111 $9,110,748 $8,384,237 $6,8889,057
OperatingExpenses ..................... 6,168,834 6,165,281 6,135,516 4 951,216
General and administrative .. ............ .. 683,803 534,143 485,048 497,133
Depreciation and depletion ............... 291,996 835,607 819,878 858,500
IRETEEE v« v 0 v e vy 6 vwn 5 58 £ P s B ¥ § 159,331 639,674 644,742 561,130

Total Expenses ................co.ovven, 1,903,964 8,174,705 8,085,184 6,867,979

1,299,147 936,043 299,053 21,078

Provision for incometax .. .......... ..., ... (107,000 32,000 (34,000) (41,000)
Net INCOMIE: - 45 v o vt pw v ziim s a6 8 5@5 55 5 ¢ 0 $l.406_1__1_4_T $ 904,043 _$ 333,083 $ 62,078
Net InopmePer SharE ;simsiissunssioe __ 528 _$.16 $.06 $.01
Market for Worldwide Common Stock

On December 21, 1979 High Low
Worldwide's common stock was
listed on the American Stock 1980 lgt Cuanie $24 raE
Exchange, symbol WWE. The high i e ey s
and low for the period December
21 through December 31, 1979 1979  4th Quarter  $22-1/8 $22-1/2 $9-5/8 810
were $21-1/4 and $18-3/4, 31d Quarter 12-3/8 12-3/4 8-1/2 8-374
respectively. Prior to December 2nd Quarter 9-11/16 9-15/16  6-5/8 6-7/8
2 ]_‘ 19?9 the Company’s common lst Quarter 7-3/4 8 5-1/4 5-1/2
stock was traded over the counter
and quoted over NASDAQ's 1978  4th Quarter 6-3/4 i 3-13/16 4-1/6
national listing, symbol WWEN. 3rd Quarter 7-5/16 7-9/16 5-1/4 5-1/2
The following table sets forth high 2nd Quarter 5-3/4 6 4-11/16 4-15/16
and low prices for the common 1st Quarter 5-1/16 5-5/16  4-1/4 4-1/2

stock fcr each quarterly period of
the two-year period ended
December 31, 1979 and for the first
quarter of 1980.

In Canada the Company's stock 1s

traded on the Toronto Stock
Exchange, symbol WWE.




Five Year Summary of Operations

1979 1978 1977 1976 1975
OIL AND GAS
Production — 0il (000sbbl) ................. 460 399 451 407 393
= SOPRS I ) 5 5 4 5 s B3 4 8 5 FBam 8 8 8 3 3,459 3,874 4,095 4612 4161
Sales — ol (000SBBL): . a5 as e s s wangs s 459 395 449 408 392
—gas(mmef). ... 13,308 8,155 4,835 5674 5,364
Net wells owned
— O] | s 5 v S b b S 5 e 6 e 142 134 120 121 120
P R P PR 69 58 59 56 53
—SEIVICE .« ot vt 47 49 54 52 51
— ShUt-In® . 138 122 117 111 107
*Includes wells temporarily shut-in for water flood,
NET WELLS DRILLED
— BT crctocs i e o e T 15 8 3 6 3
— EIS = B e e o s s R D § 14 1 6 a 3
—dryorsuspended . ...... ..o 3 6 4 5 3
—Injectlon . ... —_ 1 = 1 1
RESERVES
—oil (000sbbl) ................ . 4,267 3,936 3,920 3,977 4,294
— gas (ECE) — @WREA ;o = e w5 6. 52,088 44 472 42,540 50,949 52,104
— gas (mmcf) — committed ................. 72,335 74,075 4,227 5119 6,118




Five Year Financial Summary
(Figures for 1978 and prior years are restated.)

1979 1978 1977 1976 1975
BALANCE SHEET DATA (dollars in thousands)
Property, plantand equipment ............... $41,549 $34,541 515275 $13,787 $12,117
Otherassets ... 9,657 10,645 4,138 3,233 2,539
Total ASSEIS w5« 5 5 e s 9 0 oo G 5 56 wai 6 8 & & 0 $51,206 $45,186 $19,413 $17,020 $14,656
Liong-term Habilities ..« i s comis s s cavnsa s e oon $22,301 $20,564 $ 5,156 $ 5406 $ 4,139
Deferred Incometaxes...................... 2,055 1,888 1,380 677 104
Shareholders'equity ........................ 19,771 16,098 11,254 9,496 8,330
PER SHARE DATA
Income — continuing operations ............. $.48 $.26 $.30 $.24 $.28
Extraordmary Greditus: ;s « ¢ oo s s 5 wesn 3 2 3 vaen -- — - - .03
Income — discontinued operations ........... - — — — .08
Netincome . .......... ... i, $.48 $.26 _$30 $.24 $.39
Weighted average shares outstanding (000s) . . . 5,668 5,289 4 865 4813 4,820
Dividend — spin-off of subsidiary . ............ - — — — 387
Bookvalue . ..........vuui $3.42 $2.88 $2.32 $1.98 $1.73
OTHER DATA
Stock outstanding — common (000s) .......... 5,788 5,586 4,889 4813 4813
Number of shareholders. . .. ... ....... ... ..., 13,400 11,900 12,300 12,000 7,935
Numberofemployees ...................... 115 114 69 52 46

All real estate operations have been exciuded and are Included in discontinued operations due to spin-off of real estate net assets as of

December 31, 1975

Earning data 1s presented on page 8
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Directors

Arthur R. Smith, Chairman*®
Vice President

Allarco Developments Ltd.
Calgary, Alberta

J. Kenneth Boyles*
Vice President

The National State Bank
Elizabeth, New Jersey

William M. Decker®

Private investments in oil, gas,
and other industries

Santa Fe, New Mexico

Barron C. Housel}°
O1l and Gas Consultant
Houston, Texas

William C. Jones III*t

Attorney
Tulsa, Oklahoma
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Item 1.
(a)

Description of Business

General Development of Business

Worldwide Energy Corporation is a Delaware
corporation with principal and executive offices at 1600
Tower Building, 1700 Broadway, Denver, Colorado,
80290, telephone (303) 861-8615. Registrant (also referred
to as the Company) means Worldwide Energy Corporation
and its consolidated subsidiaries. The Company was
organized in December 1971 for the purpose of assuming
all of the operations previously carried on by its former
parent, Worldwide Energy Company Ltd., an Alberta
corporation.

In 1978, the Company acquired Central States
Gas Company, owner and operator of an intrastate gas
gathering system and related facilities in South Central
Kansas. In 1979 Central States Gas Company was dis-
solved and its operations are now conducted as a division
of Worldwide Energy Corporation.

In Canada, the Company has completed an
agreement with Suncor Inc. (formerly Sun Oil Company
Limited) for the development of its Fort Kent heavy oil
project located in the Cold Lake area of northeastern
Alberta, Canada. Under the terms of the agreement, Sun-
cor is acquiring a 50% interest in the 4,960 acre heavy oil
project by paying 70% of capital costs of Phase I and
Phase II expansions (which cost $9,100,000 Cdn.), 55% of
the first $137 million of capital costs beyond Phase II, and
50% of all costs thereafter. During 1979 the Company
commenced and completed Phase II which entailed drilling
16 wells, the installation of a SOMMBTU/hour steam
generator and production facilities to handle the additional
production. The new facilities started operation during Oc-
tober 1979. On January 1, 1980 Suncor Inc. became
operator of the project. Production is presently averaging
1,300 gross (650 net) barrels of oil per day. Suncor will
earn its full 50% interest provided it commits to a Phase
I1I commercial expansion by January 1, 1982, extendable
by one year.

Under the Company’s agreement with Petro-
Canada (successor to Pacific Petroleums Ltd.) for the
development of its Muriel Lake heavy oil prospect in the
Cold Lake area of Alberta, Petro-Canada has elected to
proceed with a $4 million (Cdn. $) pilot project. Plans for
the proposed pilot have been submitted and the project is
expected to be operational in 1980. The results of the pilot
project will determine whether Petro-Canada, Worldwide,
and another partner will enter into a full-scale commercial
expansion at Muriel Lake.

In 1979 the Company entered into an exploration

PART I
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agreement with Buttes Resources Canada Ltd. whereby it
would earn a half interest in oil and gas leases in the Cold
Lake area of Alberta. Six wells were drilled on this acreage
in 1979 all of which resulted in gas discoveries. Twenty-six
miles of pipeline facilities were constructed to make this
gas available to the Company’s existing 61 mile gas system
in the area. The drilling has also indicated the presence of
low gravity oil bearing zones. The Company is undertaking
a study to determine the extent and nature of these deposits
and the feasibility of economic recovery.

The Company has also renegotiated its gas sales
agreement with ESSO Resources Ltd. to provide gas for
ESSO’s experimental heavy oil project at Cold Lake. The
selling price of gas has been increased to the Alberta
Border Price less 20¢ plus the “‘export adjustment’’. Alber-
ta Border Price is currently $1.34 /mcf Cdn. and the ex-
port adjustment is approximately $.83 /mcf Cdn. Under
the new contract the Company has agreed to deliver up to
8mmcf/day beginning March 1, 1980. Gas deliveries are
currently approximately Smmcf/day and prior to March 1,
1980 were approximately 3mmcf/day. The new contract
expires November 30, 1980 and the Company is currently
negotiating with ESSO and a third party for the continued
supply of gas to the project on a long term basis.

During 1979 the Company participated in explor-
atory and development drilling for shallow gas in Mon-
tana. Additional drilling is continuing and it is expected
that gathering lines to connect the shut-in gas wells will be
completed by early summer 1980. The Company also par-
ticipated in a Montana Red River wildcat well which is an
indicated oil discovery. Additional drilling is planned for
1980.

In Irion County, Texas, the Company par-
ticipated in the drilling of 6 wells; two produce gas and the
other four oil. Due to a high gas oil ratio, production has
been delayed pending the completion of gas sales facilities
which are expected to be completed in early 1980.

At December 31, 1979 drilling was in progress on
an exploratory well in Smith County, Texas which was
later completed as an oil well and on test produced at a
potential of 113 barrels of oil and 420 mcf gas per day. Ad-
ditional drilling on the Company’s 100% owned, 2,200
acre block is planned for 1980.

In Beauregard Parish, Louisiana the Company
drilled two wells, one of which is a marginal producer. The
other has been temporarily suspended due to down-hole
mechanical problems encountered during an attempted
completion.



(b) Segment Information

Worldwide is engaged in two principal lines of continued operations in the Registrant’s statement of in-
business — (1) exploration and production of crude oil and come. The following table sets forth for the years indicated
natural gas, and (2) gas gathering and transmission. Real the gross income, operating profit and identifiable assets
estate operations previously conducted through Citrus attributable to segments of continuing oil and gas opera-
County Land Bureau, Inc. were disposed of through a tions and discontinued real estate operations. Information
spin-off on December 31, 1975 and the results of these for 1978 and prior years has been restated. See also Notes 2
operations in 1975 and prior years are treated as dis- and 12 of Notes to Consolidated Financial Statements.

(000’s Omitted)

1979 1978 1977 1976 1975
Revenue
Continuing Operations
Oil & gas ProdU et BN o Fh . oo b coie e e s viene ve s ereins $10,042 § 7,744 $ 7,924 $ 6,898 § 5,317
a8 AT IS ST e o oee st niiasoiesae siaia aiviorsiecare: srotbi) 23,127 3,523 175 209 190
(01 V- o D 5 el et e R S S 418 456 272 40 380
(L OLal R ey eriNe v e R 0 L cefaranie isibiatorsta. siote siatleterare | $33.58% . $11.723 $ 8,371 $ 7,147 -8 5887
Discontinued operations — realestate . .................. — — — — $ 1,239
Operating Profit
Continuing operations
CHEG BASDTOAUCTION ..o, vros v Tam ey s e $ 4,933 § 3,166 $ 3,519 $ 2,787 § 2,059
GRS ANSISSION S t: coviin o ool o sl Sl e 2,186 301 31 39 41
1 e L B - Moo 241 471 193 (16) 253
Total @PeratingProfit =« v oo vioe daioe st m i i $ 7,360 § 3,938 $ 3,743 $ 2,810 §$ 2,353
Discontinued operations — real estate . .................. — — — — (125)
Identifiable Assets*
Continuing Operations
Ol & gasproducHion . k. oth i il L b e S $31,828  $26,593 $18,691 $16,321 $13,987
GAS tRANSINISRIONE, v neieae on s wieiorefelonm s ioiarereib T s I L GRE 18,772 18,119 242 229 211
(814 1) 250l e O ot NS [ A B R S, = . i WS (SR 606 474 480 469 449
3 o3| I V3 S S R R b S Sl e - e S $51,206 $45,186 $19,413 $17,019 814,647

*Primarily property, plant and equipment.

The increase in gas gathering and transmission activities is due to the acquisition of Central States Gas Company in

1978.
(¢) (1) Description of Business The Registrant’s principal products, crude
Oil and Gas Producing Activities oil and natural gas, accounted for 30% of the Registrant’s

gross revenue from continuing operations in 1979 and in
excess of 66% in the years 1975 to 1978, In 1979, revenue
from the Company’s gas gathering and transmission
operations were 69% of the total. Additional information
on revenue from principal products is furnished under the
caption, ‘‘Segment Information’’.

Worldwide Energy Corporation engages in
the exploration and development of oil and gas reserves
and the production and sale of crude oil and natural gas in
the United States and Canada. Crude oil and natural gas
are produced and marketed in the provinces of Alberta and
Saskatchewan and in the states of Colorado, Kansas, Ken-
tucky, Louisiana, Montana, Nebraska, New Mexico, The Company does not own any patents,
Oklahoma and Texas. trademarks, licenses, or franchises except for various oil
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and gas and mineral leases.

Oil and gas production is not considered to
be of a seasonal nature.

Customers of the Registrant who individual-
ly account for more than 10% of the Registrant’s con-
solidated revenues from production are ESSO Resources in
Canada, Exxon Company U.S.A. and Sun Oil Company
in the United States. Although the loss of any one of these
customers would have an adverse effect on the Registrant’s
operations, management is of the opinion that because of
the high demand for oil and natural gas in the United
States and Canada the possibility of a loss of market is
highly unlikely. Except for contractual business and joint
venture obligations, the Registrant has no relationship
with any of its principal customers.

The Company and its subsidiaries are a
minor factor in the petroleum and natural gas industry as
regards their exploration, development and production
activities. The Company encounters substantial competi-
tion from the major oil and gas companies and other in-
dependent oil operators in the United States and Canada in
acquiring prospects or leases for the purpose of its explora-
tion, development and producing operations. It competes
with many other companies having far greater financial
and other resources.

Gas Gathering and Transmission

The Registrant owns 415 miles of intrastate
gas gathering system in Kansas which facilities are used for
the gathering and purchase of gas for resale. Gas is pur-
chased from many individual producers in the area and
sold to two major customers, Kansas Power and Light
Company (KP&L) and Getty Oil Company (Getty). Sub-
stantially all purchases are made under long-term contracts
with remaining terms of one year to nineteen years. Sales
to KP&L and Getty are also under long-term contracts; the
KP&L contract expires in 1990 but continues from year to
year thereafter unless terminated and the Getty contract
expires in 1986 and is renewable for a further term of 10
years. The agreement with Kansas Power and Light pro-
vides that if the price of delivered gas exceeds $2.35/mcf
KP&L may at its option terminate the gas sales agreement.
Because of price increases granted to gas suppliers and the
effects of price escalations in existing contracts gas prices
charged to KP&L will exceed $2.35/mcf in 1980. KP&L
has not served notice of termination of contract and the
Company expects to negotiate a gas price ceiling higher
than $2.35/mcf which will allow for the extension of the
gas sales contract. The renegotiated price ceiling would be
subject to the approval of the Kansas Corporation Com-
mission. Although the loss of either of these customers
would have an adverse effect on the Registrant’s opera-
tions, management is of the opinion that because of the
high demand for natural gas within the State of Kansas
and elsewhere the loss of market is unlikely. Except for
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these contracts the Registrant has no relationship with
these principal customers.

Gas reserves subject to these long-term con-
tracts committed to company pipelines as well as those
under contract in Canada are shown in the table below:

United States Canada
Proved Proved
Total Developed Total Developed
Proved Reserves Proved Reserves
Reserves Producing Reserves Producing
Dedicated
Reserves*—

December 31,

1979 (Mmcf) . 64,563 45,424 7,772 7,772

*These reserves do not include reserves owned by the
Company and which are reported elsewhere in this Form
10-K. See Note 3 of Notes to Consolidated Financial
Statements.

The Registrant does not own any patents,
trademarks, licenses, or franchises except for the gas sup-
ply and sales contracts referred to in the preceding
paragraph.

The gathering, purchase and resale of
natural gas is not considered to be of a seasonal nature.

The Company and its subsidiaries are a
minor factor in the natural gas industry as regards their ac-
tivities in gathering, purchase and resale of natural gas. It
encounters substantial competition from major oil and gas
companies and competes with companies having far
greater financial and other resources. The Natural Gas
Policy Act of 1978 imposes maximum prices with respect
to first sales of intrastate gas purchased in the United
States by the Registrant thereby reducing any competitive
advantage that could be obtained by pricing. However
management believes the location and characteristics of its
system are compatible with reserves in the area of opera-
tion and that it will be able to continue to compete
favorably with other larger interstate purchasers who
operate high pressure systems in the area.

(c) (2)

Description of Business — General

The Company’s involvement in research is
limited to its participation in an experimental project in
Canada using steam injection to assist in the recovery of
heavy oil from shallow formations. The Company’s net
capital expenditure on the Fort Kent thermal project was
approximately $1,791,000 in 1979 and $1,830,000 in 1978.
Expenditures in both years reflect recoveries from Suncor
Inc. pursuant to a joint venture agreement. This and
another similar venture with Petro-Canada are discussed
more fully under the caption, ‘‘General Development of
Business”’, in item 1 (a) above.

For comment on principal customers of the



Registrant see the preceding section (c) (1).

The production of oil and natural gas is
subject to regulation by the appropriate state regulatory
authorities in the United States and by the provinces in
Canada in which Worldwide has its producing oil and gas
properties. In general, these regulatory authorities are em-
powered to make and enforce regulations to prevent waste
of oil and gas, preserve the natural environment and to fix
allowable production of oil and gas within the limits of
maximum efficient rates of production and reasonable
market demand for oil and gas. Certain of the Company’s
activities are also subject to environmental controls, but
such controls have not materially affected capital expen-
ditures, earnings, or the Company’s competitive position.

Sales of natural gas and crude oil are sub-
ject to extensive and complex regulations in both the
United States and in Canada which restrict the prices
which the Company can charge for its production. In the
United States, oil prices are scheduled to be gradually
decontrolled by October, 1981 but this decontrol is ex-
pected to be offset by the proposed ‘“Windfall Profits
Tax’’. An analysis of the anticipated impact of the ‘““Wind-
fall Profits Tax’’ on the Company is included in Note 3 of
Notes to Consolidated Financial Statements.

As at December 31, 1979, the Company had
115 employees, including officers.

(d) Foreign and Domestic Operations

Information concerning the Registrant’s for-
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eign and domestic operations are tabulated below:

(000’s Omitted)
1979 1978* 1977
Revenue
=hiEhNada ... 0 et ) $ 4,183 § 2,853 § 3,425
— United States ........ $28,986 $ 8,414 § 4,674

Operating Profit (Loss)

—Canada ............. $ 2276 § 1,554 § 2,022
— United States ........ $ 5260 51,913 § 1,528
— United Kingdom. ..... $ (176) — —
Identifiable Assets

—Canada ............. $17,197 $13,602 $ 8,662
— United States ........ $33,701 $31,416 $10,575
— United Kingdom. ..... $308 % 168-8 176

*Restated — See Note 2 of Notes to Consolidated Finan-
cial Statements.

There were no export sales or sales or trans-
fers between geographic areas during the years included in
the table above. The results of operation of mineral prop-
erties in the United Kingdom prior to 1979 are insignificant
and are included in domestic operations. Management
does not feel there are any special risks outside of usual
business risks entailed in its foreign operations.

For additional information pertaining to the
business of the Company, see Item 3 Properties.



Item 2. Summary of Operations

WORLDWIDE ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS

The consolidated statements of income and retained earnings for Worldwide Energy Corporation and its subsidiaries
(Company) for each year in the five year period ended December 31, 1979, have been examined by Coopers & Lybrand, in-
dependent certified public accountants, whose report with respect thereto appears elsewhere in this Form 10-K. These
statements should be read in conjunction with the consolidated financial statements of the Company and related notes thereto
included elsewhere herein. Information for 1978 and prior years has been restated — See Note A.

Years Ended December 31

1979 1978 1977 1976 1975

Revenue
Oil and gas production .................... $10,041,370 § 7,744,439 $ 7,924,623 $ 6,898,391 $ 5,316,817
Gastransmission.........c..covveevnneenn.. 23,127,077 3,522,944 174,555 209,189 189,909
Gain on sale of note receivable (Note E). ... .. — - — —- 294,450
Interest and otherincome. . ..« cvon v s s 418,706 455,876 272,260 39,862 85,676
33,587,153 11,723,259 8,371,438 7,147,442 5,886,852

Expenses
Oil and gas operations .................... 4,781,111 3,099,247 2,905,771 2,864,189 2,267,271
GasPUIChASES! & vun o aats warem smo s Gisters i 18,714,310 2,863,676 117,002 143,555 124,911
General and administrative ................ 2,200,127 1,684,348 1,415,533 1,027,104 787,392
Depreciation and depletion ................ 2,805,981 1,917,480 1,545,476 1,305,297 1,116,987
| 71 (2] R SR OSSP SCR 2,604,877 875,575 469,346 404,426 448,717
Exploration permits relinquished ........... — - — 24,733 24,751
Foreign exchange conversion............... (74,574) (95,025) 60,504 - —

31,031,832 10,345,301 6,513,632 5,769,304 4,770,029

Income from Continuing Operations
Befare Provision for Income Taxes and
Extraordinary Credit ................... $ 2,555,321 § 1,377,958 1,857,806 § 1,378,138 § 1,116,823
Provision (Credit) for Income Taxes (Note D). . . (150,000) (4,000) 408,000 211,700 (214,500)
2,705,321 1,381,958 1,449,806 1,166,438 1,331,323

Extraordinary Credit Equivalent to

Utilization of Operating Loss Carryforward . . — — - — 159,000
Income from Continuing Operations . ......... 2,705,321 1,381,958 1,449,806 1,166,438 1,490,323
Income from Discontinued Operations (Note B). — — — — 372,767
NET INCOME ..: ciciva sin cvemrpiivis sy sivias s o 2,705,321 1,381,958 1,449, 806 1,166,438 1,863,090
RETAINED EARNINGS —

BEGINNINGOFYEAR .................. 5,463,577 4,081,619 2,631,813 1,465,375 3,796,787
Dividend (Note BY s s v 5 sisn e sanie s o - — — — (4,194,502)
RETAINED EARNINGS —

END OF YEAR o s siis st smieisatin ssi o $ 8,168,898 § 5,463,577 § 4,081,619 $ 2,631,813 § 1,465,375
PER SHARE DATA (NOTE G)

Income

—Continuing Operations Before

Extraordinary Credit ............... $.48 $£.26 $.30 $.24 $.28
—Extraordinary Credit ................. - — — — .03
—Discontinued Operations .............. = - - = .08

INEEIMCOMIE! wiavus smss wtmtiis’ i s wimzmie. s s v $.48 8.26 $.30 $.24 $.39

Dividerid (INOE Bz saiis e sams s s sia s — — — — $.87
Weighted Average Shares Outstanding. ........ 5,667,900 5,228,700 4,864,800 4,812,700 4,820,400

The accompanying notes are a part of the consolidated
financial statements.
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WORLDWIDE ENERGY CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS
(Numerical note references are to Notes to Consolidated Financial Statements)

A. Restatement of Amounts Previously Reported

The financial statements of the Company have been retroactively restated (see Note 2 of Notes to Consolidated
Financial Statements) to adopt the cost recovery method of recognizing income on drilling arrangements and to provide for
comprehensive income tax allocation. The effects of such restatement were as follows:

1978 1977 1976 1975*
Income from continuing operations before extraordinary credit
A8 PreVIONSHY FEPOTIEH B E ol | it e criraetie v ains sais Sarersials $1,567,335 §$1,449,806 $1,137,671 $1,020,346
Adjustment — increase (decrease). . ......coovveerriaiieiriiaes (185,377) — 28,767 310,977
Adjustment for extraordinary credit — increase............... — — — 159,000
G P e L S R S e o re 1,381,958 1,449,806 1,166,438 1,490,323
Income per common share as previously reported. ................. $.30 $.30 $.24 $.21
Adjustment — increase (decrease). .........cocoiviinnriiananens (.04) - — .07
Adjustment for extraordinary credit. ..............cooviiiin., e - = w203
ATTErTeRtat eMENE - Re ISR L Ll s s v vn i i Bated snines $.26 $.30 $.24 $:31
December 31
1978 1977 1976 1975
Retained earnings as previouslyreported.........ccovviieirrnnnns. $6,202,274 $4,634,939 $3,185,133  $2,047,462
Adjustment —1ncrease (ecrease)s v i iy dtayaivitois s s (738,697) (553,320) (553,320) (582,087)
ATIEP TESTALEMENL: ... o' v ooviriin s oredhase o dins T LA DL SWNE TR $5,463,577 $4,081,619 $2,631,813 $1,465,375

*Does not include discontinued operations

B. Discontinued Operations

The real estate assets and liabilities of Citrus County Land Bureau, Inc. (Citrus), a subsidiary of the Company
through December 31, 1975, were spun-off to the shareholders of the Company as of December 31, 1975, and accordingly the
real estate operations have been reflected as discontinued operations in the accompanying consolidated statements of income.
Information relative to discontinued operations for the year ended December 31, 1975 is as follows:

L e S N R S S SRS SR $1,238,855
Loss Before Provision for Income Taxes . ......ooevinverensnnes $ 124,633
e on TN COMEBARES - s vt e s sreisis s siatins Breiemaite s iseals 497,400
Income from Discontinued Operations...........cooei000ennas $ 372,767

The real estate assets and liabilities (including the unpaid balance [$450,000] of 6% % subordinated convertible
debentures) remaining in Citrus at December 31, 1975 and distributed as a dividend on that date were as follows:

ASSELS /vt citmiraraiaat iy oo il $7,213,780
Liabilities: .u waiite sl 3,019,278
$4,194,502

C. Significant Accounting Policies

For information concerning significant accounting policies followed by the Company see Note 1 of Notes to Con-
solidated Financial Statements.

19



D. Provision for Income Taxes

Income tax expenses for the years ended December 31, are as follows:

1979 1978
Canadian income taxes
@110 5 = 1 | $ 19,000 $ 69,000
DR EITE0 i e oot sraisavaters. s SEvkems siaTs aTee 103,000 299,000
Current tax recovery — Alberta
Royalty taxcredit ..............coovu.n. (351,000) (365,000)
Total Canada i ;s v s siei 557 Gl Sime. spoe $(229,000) $ 3,000
United States federal and state income taxes
EUBTETI o ot Lt ovagesnns avsesre st svse ‘aesens 43uta) eak 7,000 (7,000)
Deferred .o sonviwn s s s s v s e 72,000 —
Charge equivalent to utilization of
operating loss carryforward.............. — -
Total United States . ... ovvvveinninenernnnn 79,000 (7,000)
$(150,000) $ (4,000)

1977 1976 1975

$ 55,000 $ — $ —
676,000 573,200 310,950
(341,000) (277,500) (206,450)
$390,000 $295,700 $104,500
18,000 o s
— (84,000) (478,000)
= = 159,000
18,000 (84,000) (319,000)
$408,000 S_Zl 1,700 $(214,500)

The tax effect of real estate operations is included in discontinued operations. State income taxes included in the

current and deferred provisions are not material.

A reconciliation between the Company’s provision for income taxes computed at the statutory United States Federal
income tax rate (46% - 1979, 48% previously) on income before income taxes and the provision for income taxes as reported is

set forth below.

1979
PROVISION FOR INCOME TAXES
COMPUTED AT STATUTORY RATE....... $1,175,000

INCREASE (DECREASE) IN
PROVISION RESULTING FROM:
Reinstatement of deferred income taxes
related to the effects of investment tax
credits and excess statutory depletion
recognized in previous periods. ........... —

Benefit from the utilization of a deduction
for tax purposes arising from the sale of a
note receivable with a tax basis in excess
of book basis (NoteE) .................. —

Benefit of utilization of investment tax credits
for financial reporting purposes .......... (417,000)

Benefit from utilization of excess statutory
depletion for financial reporting purposes. . (737,000)

Effect of Canadian operations including add
back of royalties, rentals and similar
payments deducted for financial reporting
purposes which are not deductible for
Canadian income tax reporting purposes,
net of Canadian resource abatement,
depletion and Alberta royalty tax
CTEANSE: ovme sman moiie oo ware ¥ Pivey afiey oons iess o (172,000)

United States tax preference items........... 24,000
OENEE. & s siaie svarans el Srmienssats siats ebagiy aisie Shens o (23,000)

1978

$661,000

(75,000)
(52,000)

(149,000)

(354,000)
(7,000)
_(28,000)

1977

1976

$892,000

174,000

(191,000)

(20,000)

(228,000)

(194,000)
18,000
(43,000)

$408,000

1975

$662,000

(41,000)

(188,000)

(252,300)

31,000

$ 536,000

(277,000)

(28,000)

(291,000)

(158,500)

4,000

$211,700

$(214,500)

$ (150,000)
EffectiVE RALe ... tvie voomis ivils 565500005 S0 S0 4 (6%)

$ (4,000

Nil

20

2%

15%

(19%)




The provision for deferred income taxes results from timing differences in the recognition of certain revenue and
expense items for tax and financial reporting purposes. The nature of these differences and the tax effect of each were as

follows:
For the Years Ended December 31

1979 1978 1977 1976

1975

U.S. oil and gas exploration and development
costs which are capitalized for financial

reporting purposes but are deducted for
income tax purposes . .........o.ovvvvnnnnnn. $ 663,000 $245,000 $103,000 $160,000

Reinstatement of deferred income taxes related
to the effects of investment tax credits and
excess statutory depletion recognized in
Previous peroasi Rl i i in v van it o s — - 174,000 —

Benefit from the utilization of excess statutory
depletion over depreciation, depletion and
amortization for financial reporting
PULPOSES . o N e it s s s fen e (315,000) (149,000) (228,000) (188,000)

Benefit from the utilization of investment
tax credits for financial reporting purposes . .. (417,000) (52,000) (20,000) (41,000)

Canadian oil and gas exploration and develop-
ment expenditures utilized to reduce Canadian
IO XS e h ot v v e 356,000 299,000 676,000 573,200

Utilization of net operating loss carryforward
to reduce deferred income taxes recorded in
BHOBDEHOAS S T, L ueiam St e — — = -

(0711 S O S U TP e 5 o (112,000) (44,000) (29,000) (15,000)

(291,000)

(28,000)

310,950

(159,000)

Total Deferred Income Taxes ................ $ 175,000 $299,000 $676,000 $489,200

$(167,050)

E. Gain on Sale of Note Receivable

In connection with the acquisition of PetroDynamics, Inc. in 1973, the Company acquired a promissory note
payable out of production from foreign oil and gas properties. In February of 1975 the Company sold the note for $1,165,000

and such sale resulted in a book profit of $294,450 and a tax loss of $1,760,000.

F. Summary of Quarterly Earnings (Unaudited)

1979
4th Qtr 2nd Qtr 3rd Qtr 1st Qtr
RENEINET &or Gl Gah 50as ieiosstoiain svmwisaeisas siis Shssaie, dhaves et siase Shas $9,203,111 $8,384,237 $9,110,748 $6,889,057
CIDETan DT EXPENSERY oo orversvives 5% sjrsiangels «sisilosis 555 shinm snn 6,168,834 6,135,516 6,165,281 4,951,216
General and administrative .......coveieriiiinrerenonnnnns 683,803 485,048 534,143 497,133
Depreciation and depletion ...............cccviiiiiiinn.... 291,996 819,878 835,607 858,500
b1 T S O S R 759,331 644,742 639,674 561,130
T OtalEXDOISES it cs oie i e 275055 505.5, 6065 Soriore. ool stnatiebase abommtate 7,903,964 8,085,184 8,174,705 6,867,979
1,299,147 299,053 936,043 21,078
Provision forincometax ...............cviiiinnnnnnnnn.. (107,000) (34,000) 32,000 (41,000)
INEt INCODIE: o2 el Bensio sisimpnnse e rafisto i (SRR AR et T e $1,406,147 $ 333,053 $ 904,043 $ 62,078
Net Incomie Per Share. i St e $.25 $.06 §_£ $.01

Depreciation and depletion was significantly reduced in the fourth quarter as a result of oil and gas price increases

which increased the future gross revenues used in the depreciation and depletion calculation.
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The provision for income taxes reduction resulted from a revision in the annual estimate primarily from increased
heavy oil equipment purchases which increased the investment tax credits available.

1978
4th Qtr* 3rd Qtr 2nd Qtr 1st Qtr
51+ L = $5,539,529  $2,004,279 $2,026,031 82,153,420
OPETAtINE EXDENSEs - s ivinonn v i ¢35 o s v depans 3,666,717 816,005 760,442 719,759
General and administrative ... .....vveeriiierirneeinneeennnnenn 384,760 344,241 441,288 419,034
Depreciation:and depletion . v v wissar s sisesass s sz aniozmezess 550,241 399,705 452,298 515,236
TOEOTOSE ot cvuim avom o e s 5400 i Siave s ¥ams wial S0V AUO% e sVom & ora xive 440,774 182,100 137,974 114,727
Total BXDENSes:: s samtin s i salas it o s i Hoesriae s son 5,042,492 1,742,051 1,792,002 1,768,756
497,037 262,228 234,029 384,664
Provision for INCOME TAX s st v s stwaziomess e s e s 5,000 (8,000) (51,000) 50,000
INEE TG OIIE 50 ssive ssmisiesss svass wissiaianans svad alats wiaiata st aTwsrieTanse winn wiuim $ 492,037 §$ 270,228 $ 285,029 $ 334,664
INet InCOMEPEr SHATE .. . 1iv vcosu sivinin sine winsn pincres sinie Seah Fodibed $405 40 S0 $.08 $.05 5.06 $.07

*The fourth quarter includes the operations of Central States Gas Company from date of acquisition, November 1, 1978.

The Summary of Quarterly Earnings has been restated to conform to revised accounting rules for oil and gas producing
activities. See also Note 2 of Notes to Consolidated Financial Statements. The effect of the changes is as follows:

1979
2nd Qtr 1st Qtr
Net Income as Previously Reported ..o, $371,153 $207,350
RAORRTROE: ¢ ool i v wimse s oo Bhsessanao ssmms sl (38,100) (145,272)
Net INnCome — Iestated . v vvv it it rnnr e rionnronnsronnssens $333,053 $ 62,078
Net Income Per Share
Previously Reported . . .o v va s siumie e wnim siwisioiotoss sinie e sis $.06 $.04
AQJUSIITEIE 0 103 vares s va's e i wamee e ava s e st voris = (.03)
RESTAE o v siasars siwms wrvans voets aacsmsisun Wt ietatalioeioreiass scess wiacain 4 $_7L06 &
1978
4th Qtr 3rd Qtr 2nd Qtr 1st Qtr
Net Income as Previously Reported ........cooiiiiiiiiiiiinnns $646,694 $275,480 $310,497 $334,664
ACITURONOHE . oot it o605 533 WRRERSS (5% ANSRERE T3 SIRESES wals £0 8 (154,657) (5,252) (25,468) —
Net TN COTHE —TeStAtEt vars oo a1/ HF S S Sareeraars ot swaten $492,037 $270,228 $285,029 $334,664
Net Income Per Share
Previously RepOTted ..... ovvovss  a/5 5itiie i siais sislomiato s gus sisis aisies $.12 $.05 $.06 $.07
AJJUSHIIEIIE 4 v cieas vinin o oinie sinis sain wainin wine swin sisia S a0 #4780 47878 (.04) = = e
R eStBEOT s varats coeions sunee simee sinie snszesupusensanivee Sy SR GEIGETE Z0008 SaTe B SRR w $.05 $ $.07

|
|
|

G. Earnings Per Share

Earnings per share computations are based on the weighted average number of shares outstanding. Computations
giving effect to potential dilutive factors result in no dilutive effect on earnings per share.

Earnings per share for 1979 would have been $.50 if the 8% convertible debendures, due 1983 (but converted on
January 28, 1980) had been converted on January 1, 1979. See also Note 4 of Notes to Consolidated Financial Statements.
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WORLDWIDE ENERGY CORPORATION AND SUBSIDIARIES
MANAGEMENT’S DISCUSSION AND ANALYSIS

Comparison of Fiscal 1979 with Fiscal 1978

Sales and operating revenue in 1979 increased
$21.8 million or 187% over 1978 principally due to gas
gathering and sales operations of Central States Gas Com-
pany which were included in the Company’s accounts for
the full fiscal year in 1979 but only two months in 1978;
from date of acquisition November 1, 1978 to December
31, 1978. These operations accounted for an increase of
$19.6 million or a 167% increase over the prior year. In-
creased oil and gas sales accounted for the remaining 20%
increase. Oil sales quantities increased 16% over the prior
year because of increased production of low gravity crude
in Canada which together with generally higher selling
prices account for a 21% increase in revenue. Additional
information regarding changes in average selling prices is
provided in Item 3 under the caption, ‘“‘Revenue and Cost
Data’. The quantity of company owned gas sold de-
creased 16% resulting in a 7% reduction of revenues. Gas
production in Canada did not change significantly but
domestic production was reduced because of decline in
productivity of gas wells.

Operating costs and expenses increased $20.7
million, or 200%, over 1978 principally because of the ac-
quisition of Central States Gas Company and its gas pur-
chase activities. Costs attributable to Central States opera-
tions are $16.4 million, or 159% of the total increase. The
remaining 41% increase is due to changes in the
Company’s regular oil and gas operations, including the
impact of inflation, increased general and administrative
cost, depreciation and interest costs.

Increase in costs are categorized as follows:

Gas purchases 152%
Production costs 15%
General and administration 5%
Depreciation and amortization 8%
Interest 17%
Miscellaneous 3%
Total Cost Increase 200%

The increase in production costs and general and
administrative expense reflects generally higher prices for
goods and services purchased. Depreciation and amortiza-
tion expense increases are the result of increased produc-
tion and sales of oil and gas and additions to fixed assets,
additional exploration and drilling, and the acquisition of
assets of Central States Gas Company. Interest costs in-
creased significantly because of debt assumed on the ac-
quisition of Central States and higher bank interest rates.
Interest on debt associated with Central States was $1.7

23

million which accounts for a 16% increase in total
operating costs. The provision for income taxes has been
reduced over the prior year through the application of in-
vestment tax credits against foreign and domestic income
and, more significantly, through the utilization of
statutory depletion in excess of cost against domestic in-
come.

Comparison of Fiscal 1978 with Fiscal 1977

Sales and operating revenues in 1978 increased
$3.4 million or 40% over 1977 principally due to gas
gathering and sales operations of Central States Gas Com-
pany acquired on November 1, 1978, Revenues from oil
and gas production remained steady as generally higher
product prices offset minor decreases in quantities pro-
duced and sold. Miscellaneous revenues increased over
1977 because of increased income on short-term in-
vestments and receipt of income from a net profits interest
in uranium mining.

Operating costs and expenses increased 59% over
the prior year with the Central States gas gathering opera-
tion accounting for substantially all of the increase. In-
creased general and administrative costs reflect the addi-
tion of an exploration office in Canada as well as generally
higher costs of salaries, payroll benefits, and other ad-
ministrative services. The increase in depreciation and
amortization expense is attributable to additional explora-
tion and development costs added to the full cost pool in
1978 while increased interest expense is attributable to
higher interest rates and additional bank borrowing as well
as the debentures issued in the acquisition of Central States
Gas Company.

The Company’s provision for income taxes has
been significantly reduced over the prior year because of
the effects of reduced provisions for deferred income taxes
in Canadian subsidiaries. The portion of total pre-tax
earnings attributable to Canadian operations has de-
creased, reducing tax provisions while earnings at-
tributable to U.S. operations has increased over 1977
thereby decreasing the overall effective income tax rate. In-
come tax provisions are further reduced and tax rates af-
fected by royalty rebates which are dependent on produc-
tion royalties paid to the Province of Alberta.

Item 3.

(a) The Registrant’s numerous properties are located
in the provinces of Saskatchewan, Alberta, and British
Columbia in Canada and in the states of Alaska, Col-
orado, Kansas, Kentucky, Louisiana, Montana, Nebraska,
New Mexico, Oklahoma and Texas in the United States.

Description of Properties



The Company also has an interest in mining properties in
the United Kingdom. Oil and gas production facilities are
generally dispersed over many locations except for the Fort
Kent heavy oil project in Alberta where producing wells
and facilities are concentrated in a relatively small area.
Substantially all of the Company’s producing oil and gas
properties with the exception of heavy oil properties and
facilities are pledged as security for bank loans.

The major portion of the Company's gas
gathering and transmission facilities are located in South
Central Kansas. Approximately one-half of the value of
assets employed in this segment of the Company’s opera-
tions are allocated to gas contracts acquired in the Central
States acquisition. Gathering and transmission facilities
and contracts for the purchase of gas are pledged to a bank
as collateral for a bank loan.

The Company owns approximately 50% working
interest in certain fee mineral interests, unpatented lode
mining claims and leases on fee lands covering approx-
imately 20,000 acres potentially valuable for uranium min-
ing located in McKinley and Valencia Counties, New Mex-
ico. Pursuant to agreements, all of the required assessment
work, rentals, or advance royalty obligations were met by
the Registrant’s joint-venture partners.

A 360 gross acre tract in McKinley County, New
Mexico which includes the old ‘‘Poison Canyon Mine’’ is
presently operated by Reserve Oil and Minerals Corpora-
tion under a net profits interest arrangement. A small,
relatively low grade uranium deposit has been delineated
and is being worked now. To date, the Company has
received $75,000 as its share of net profits. 1979 operations
did not produce any net profits and it appears that mining

(b) (3) (i) Production

operations may be suspended soon as the ore being mined
is not of sufficiently high grade.

The Company owned an undivided 70% interest
in a tungsten mine and a 3,500 acre mining lease located in
Cumberland, England. During 1977 a European group ex-
ercised its option to enter into a joint venture for the
operation of the property and earn a working interest
therein. The Registrant retains a 37.86% working interest
in the property. Operating losses from mining operations
have not been significant and are included in the current
statement of earnings. The Registrant’s investment in this
subsidiary was previously written down to estimated
realizable value of equipment.

(b) (1) Oil and Gas Reserves

Information concerning the Registrant’s oil and
gas reserves and the present value of estimated future net
revenues attributable thereto is provided in Note 3 of
Notes to Consolidated Financial Statements appearing
elsewhere in this Form 10-K.

(b) (2) Reserve Estimates

Except for Form EIA-23, ““Annual Survey of
Domestic Oil and Gas Reserves’’ filed with the Department
of Energy for 1977 and 1978, there were no reserve
estimates filed with any other United States federal
authority or agencies. Reserves reported in this Form 10-K
are based on the net revenue interest owned by the
Registrant and are therefore not comparable to those
reported on Form EIA-23 which are based on gross work-
ing interests, including royalty interests.

Net oil and gas production from Company owned wells for each of the last five years is tabulated below:

Qil (Bbls.)
Canada U.S.A.
Heavy Working Royalty
Conventional Qil Interest Interest

1979 59,200  137,200* 232,400 31,200
1978 63,400 46,400* 258,400 30,900

1977 72,600 77,700 264,000 36,800
1976 87,100 12,400 269,400 37,600
1975 86,500 1,500 263,400 42,400

Gas (Mcf)

Canada USA.
Working Royalty
Interest Interest

1,944,000 1,468,000 47,000
1,941,000 1,886,000 47,000
2,103,400 1,942,800 48,300
2,454,100 2,116,200 41,600
2,059,800 2,045,900 47,100

*Reflects reduction of Registrant’s working interest in producing heavy oil properties. See comments under caption,

““‘General Development of Business’’.



In addition to net production from Company owned oil and gas wells, the following amounts of gas committed to
Company pipelines were purchased from others for resale:

Mcf
1979* 10,874,600
1978* 2,194,800
1977 841,700
1976 1,007,100
1975 1,116,500

*Includes Central States Gas Company operations from date of acquisition,
November 1, 1978.

(b) (3) (i) Revenue and Cost Data

The average selling prices of oil and gas received by the Company in the United States and Canada during each of
the years 1976 to 1979 are as follows (Canadian funds have been converted to U.S. currency):

1979 1978 1977 1976
Gas — per mcf
| 00 et B R o i N AL $ .60 $ .61 $ .46 $ .40
T b S TR v $ 1IB $ 115 $ 1.08 $..77
Oil — per bbl.
I It EASTALES i i o5 it etk o5 aiaers siesn aiorate sras iminie (sinte) siee $21.67 $13.56 $12.80 $11.31
Canada
1 | e e $ 8.68 $ 8.13 S L13 $ 5.85
Sl ek o 114 (0] 171 R SR e B B e $10.90 $10.37 $ 9.27 $ 8.03

The average production (lifting) cost per unit of production for the years noted is tabulated below. Units of gas
produced have been converted to equivalent barrels of oil using the gross revenue method.

1979 1978 1977 1978
Production Cost — per Bbl.
DI Dt CSERLES" 5 115 070 & v.cniatt burn rose o aneshmians asasermosiars. acote siesn $8.01 $5.76 $5.66 $ 5.81
Canada
= HEAVVION™ o b Y o o s s i s e $3.83 $5.98 $6.21 $20.41
— CONVENLIONA]L « v vvvviiiee it nnnsenennnanssss $2.07 $1.55 1.33 $ 1.15

*Production of heavy oil was conducted on an experimental basis from one well during 1976 and prior years; average unit
cost of production is therefore not a meaningful number,

(b) (4) Producing Wells and Acreage
At December 31, 1979 the Company owned working interests in oil and gas wells as follows:

Canada u.s.
Gross Net __Gross ZHNetER
OHIWIRIIS | vovevs el o et v s b seara e et e Vs s & 84 33 172* 109
S W LIS 1555, o e s el ke 1ot oo o koo R e it e o 21 19 81** 50
Service Wells irli v ts foiiios: el s ameiins So s 34 7 41 40
1L EVRRIOn At e 1o o 0 R o S O B e e ey 37 27 121 111
IV P 1 L om0 ot 65 & o0 a0 450 0 & A DGO o @ g E 310

||

*Includes 3 wells with multiple oil and gas completions.
**Includes 3 wells with multiple gas completions.

Working interest production for 1979 was derived from approximately 89,800 gross (57,900 net) producing acres of
which 14,200 gross (13,200 net) acres are in Canada.
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(b) (5) Undeveloped Properties

The Company owns oil and/or gas rights in leases comprising 131,506 gross acres (84,493 net acres) located in
Western Canada and in the United States. The leases expire at various dates from 1980 to 1995 and require the payment of an
annual rental in lieu of drilling. Leases may be surrendered at any time by notice or non-payment of lease rental.

The following table sets forth the Company’s ownership in undeveloped leaseholds as of December 31, 1979:

Province or State Gross Acres Net Acres
-4 0. = o £ L N . ) SR 47,917 32,233
British/Columbia: sz : aus s sewie s sovramtm e sy s w6 e 5,226 697
TOTAL —CANADA. .. coe s v i e s ssiasss o e saes 53,143 32,950
L1070 1o - T (o T 487 287
KENTNCKY: s oo wminin winss avisas wsivs aoisn ratass wrash sbie Shervs avesa st Sowmi ¥iaara 9,840 6,351
TOMISIADA 4 snm: s 5,000 o5 sames il s Al Ss viams Falis G0 S0 SR 11,393 4,757
IVTOTIEATIE, vosen sieon sussaie sxans ssose] Sisas. musunshommss. samnsorabel axssann edihS anius Sheibsn iEhes 32,618 20,944
) 1 < 800 349
NOHDEKOE: cori v sie e wavs i s oo s s et Sies s s e 1,036 526
TEXASS s v 350 5000 Tl S SR S Ges Sran shem 2 SR BRNS SR VR 21,589 17,729
L0151 1 R WU Ul R R 600 600
TOTALTLS: oo 5 a5 iaf 5007 205 50005 550 e talalimes o b b iBi% s 78,363 51,543
TOTALU.S: AND CANADA o & o v ik bains 5 das a0 i s M 84,493
(b) (6) Drilling Activity
During 1979 the Company participated in the completion of 59 wells as summarized below:
USA. - . Canada - _ Total

_ Exploration ‘ Development Exploration Development

Gross Net Gross Net Gross Net Gross Net Gross Net
(1Y O S 3 ) 4 .4 — — 25 14.2 32 154
BAS L s srvvwce wvass siniens onmss s 3 .8 6 1.8 4 3.2 8 8.0 21 13.8
DY seivsin smm sossi g s 5 2:5 — — 1 ) — — 6 2.8
SEIVICR roics oo s oo o & — — — — — — — o
Total: o o somn sws e & 11 4.0 10 2.2 .5 38 33 222 9 320

In 1979 the Company recompleted or reworked a total of 16 (14 net) wells in the U.S., all of which are classified as
successful. Nine net recompletions were of gas wells enabling the gas to qualify for higher area rate gas prices.

Similar information for 1978 is as follows:

___USA. _Canada =~ _ Total

Exploration Development Exploration Development
Gross  Net Gross Net Gross Net Gross Net Gross Net
5171 ) AT L e o 1 .50 16 7.6 17 8.11
(& 1, R — — 2: .03 — — 1 1.00 3 L03
B o R S Z .63 1 25 3 2.50 5 311 11 6.49
DEEVIEE oo s v s 3 - = - — - = 1 .50 _ .1, 50
Total...vveeeeinninnnnns 2 .63 3 .28 4 3.00 3 122 32 16.13

In 1978 Worldwide Energy Corporation recompleted or reworked a total of 23 (20.1 net) wells, 21 (18.6 net) in the

U.S. and 2 (1.5 net) in Alberta, Canada. Seventeen (16.6 net) of these reworks are classified as successful,

(b) (7) Present Activities

At December 31, 1979 drilling was in progress on one well in Texas which was later completed as an exploratory oil
well. (For additional comments, see “‘General Development of Business’’.) There were an additional 6 (1.8 net) gas wells in

Montana and Texas awaiting completion and pipeline hookup.

In Canada there were 7 net gas wells awaiting completion and hookup to pipeline.
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(b) (8) Contractual Commitments
Cold Lake

In the Cold Lake area of northeastern Alberta, Canada, the Company has been supplying gas to the Canadian
Department of National Defence since 1955 and to Beaver River Utilities (now Northwestern Utilities Limited) since 1965, dur-
ing which time the Company has met or exceeded the delivery requirements of both. The Northwestern Utilities contract ex-
pires at the end of 1985, and the Defence Department contract expires October 31, 1980 and may be renewed at the option of
the Department for an additional five years. The Company has renewed its contract with ESSO Resource Canada Limited
(formerly Imperial Oil Company) for an additional one year which expires November 30, 1980. See ‘‘General Development of
Business’’ above. The renewed contract provides for increased deliveries of up to 8,000 mcf of gas per day on an interruptible
basis. The following table shows gross Company sales of gas (Mcf) under these contracts and others for the last five years.

Department
Northwestern of National
Year Utilities Defence ESSO Other Total
1979 449,129 629,364 1,174,794 722,500 2,975,787
1978 400,331 625,968 1,265,689 362,926 2,654,914
1977 367,278 598,161 1,686,050 255,031 2,906,520
1976 332,930 519,064 2,398,464 118,872 3,369,330
1975 337,722 498,578 1,849,280 15,448 2,701,028

Historically the Company has made necessary capital expenditures to increase deliverability to meet its contractual
commitments. These expenditures for the last five years were:

$504,368 $587,852 $95,480 $310,566 $158,799
(Expressed in Canadian funds)

1979 1978 1977 1976 1975

Principal sources of gas reserves available to meet the Company’s contractual commitments for the same years were
as follows:

Gross Proven Reserves — Mcf

Year Company Total

End Owned Owned by Others Committed
1979 35,000,000 7,772,000 42,772,000
1978 30,727,000 1,434,000 32,161,000
1977 31,057,000 - 31,057,000
1976 36,514,000 —_ 36,514,000
1975 40,532,000 —_ 40,532,000

Central States

A description of the Central States system in South Central Kansas is included above under the caption, ‘‘Descrip-
tion of Business — Gas Gathering and Transmission’’. Virtually all of the gas gathered by this system is sold to the Kansas
Power and Light Company (KP&L) and Getty Oil Company, the latter under an exchange agreement among Registrant,
KP&L and Getty. Since Registrant’s acquisition of Central States on November 1, 1978, purchases and sales under these con-
tracts have exceeded delivery requirements, currently 120,000 mcf per month. The following table shows gross Company sales
of gas (mcf) for 1979 and for the last two months of 1978:

Year KP&L _ Getty Other Total
1979 8,779,165 937,093 43,754 9,760,012
1978* 1,312,226 146,561 407 1,459,194

*Two (2) months only.

Capital expenditures to connect additional reserves and increase deliverability of the Central States system for the
fiscal year ending December 31, 1979 and for the two month period ending December 31, 1978 were $1,229,761 and $360,228,
respectively. To date, all of gas sold by the Company through the Central States system is purchased from independent pro-
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ducers in the area. Reserves attributable to these sources at year end 1978 and 1979 as calculated by Keplinger and Associates,
Inc., Independent Petroleum Engineering Consultants, were as follows:

Proved Producing

Proved Undeveloped
Total Proven Reserves Dedicated (mcf)

Item 4. Parent and Subsidiaries

The accounts of all wholly-owned subsidiaries
as shown below are consolidated with those of the

Registrant.
Subsidiary* Incorporation

Alberta, Canada

Worldwide Energy
Company Ltd.

Worlwide Energy (U.K.)
Limited

WECO Development
(Canada) Ltd.

United Kingdom

Alberta, Canada

WECO Kentucky Kentucky
Energy, Inc.
Semco Gas, Inc. Texas

Cold Lake Transmission Limited, incorporated
under the laws of Alberta, Canada, is a wholly-owned sub-
sidiary of Worldwide Energy Company Ltd.

*Two subsidiaries have not been included in the consolida-
tion as they are inactive and are not material to an
understanding of the Company.

Item 5. Legal Proceedings

The Company is a party to an action filed
March 29, 1977 by United Petroleum Exploration, Inc.
seeking review by the Supreme Court of Oklahoma of an
Order of the Corporation Commission of the State of
Oklahoma. The Order of the Corporation Commission
found that the Company made a timely election to par-

1978 1979
47,760,000 44,042,000
21,255,000 19,290,000
69,015,000 63,332,000

ticipate in the drilling of a well in Beaver County,
Oklahoma in connection with the formation of a drilling
unit pursuant to Oklahoma law relating to compulsory
pooling. The Oklahoma Supreme Court assigned the case
for decision to the Court of Appeals and on April 24, 1979
the Court of Appeals vacated the Order of the Corporation
Commission and entered its decision to the effect that the
Corporation Commission did not have jurisdiction to
decide whether the Company made a timely election and
that the question of the Company’s right to share in the
well must be decided by the Oklahoma District Court. The
Company then filed a Petition for Rehearing with the
Court of Appeals which, in rejecting the Petition, stated as
an additional ground for vacating the Commission’s Order
that the Company had not made a timely decision to par-
ticipate in the pooled unit, which appears may be a deter-
mination on the merits. The Company has petitioned for a
writ of certiorari to have the Oklahoma Supreme Court
review this decision. If the decision of the Court of Ap-
peals is sustained, the Company will be denied the right to
participate in proceeds from the well, Revenue from this
well reflected in the Company’s accounts and statements
of income for the periods prior to 1979 are approximately
$300,000, excluding the Company’s share of the drilling
costs. Revenue of approximately $175,000 in 1979 has not
been taken into account for financial reporting purposes.
Proceeds attributable to the Company’s net interest in this
well are held in escrow pending the outcome of the litiga-
tion.

There are no other material pending legal
proceedings.

Item 6. Increases and Decreases in Qutstanding Securities
_Amount
(a) (1) Common Stock — $.20 par value
Shares Qutstanding — December 31, 1978 .. ...ttt e e e e e 5,585,564
Issued upon conversion of 62 % Convertible Subordinated Debentures ........... 21,674
Issued upon conversion of 8% Subordinated Convertible Debentures . ............ 15,424
Issued upon exercise of Common Stock Purchase Warrant ...................... 150,000
Issued as contribution to Registrant’s Employee Stock Ownership Plan ........... 15,671
Shares Outstanding — December 31, 1979 . ... ...t eeee e 5,788,333
(2) 6%% Convertible Subordinated Debentures due May 15, 1980

Balance Outstanding — December 31, 1978 . . ..ottt $ 500,000
Redeemed or retired during the year upon conversion to capital stock ............... 500,000

Balance Outstanding — December 31, 1979 . ... ..ttt e ee e e e Nil
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(3) 8% Subordinated Convertible Debentures due November 1, 1983

Balance Outstanding — December 31, 1978
Retired during the year upon conversion to capitalstock ....................oou

Balance Outstanding — December 31, 1979

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

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

$7,450,000
107,968
$7,342,032

(4) Options to Employees to Purchase Common Stock under 1979 Non-Qualified

Stock Option Plan

Balance Outstanding — December 31, 1978
Granted’ AVSUSE IR, 19709, . ..o vioareruiois erane esnsninmnse avie sinihis amas siaatataiars scaxaiarelsiatedots) S2alsin
Granted December 27, L9709 . . . tinowstin: avatitsuisurayetatel srosiTaxeiics | e oo ifiotatatielots | rrorsiessHerasansl visiizi

Balance Outstanding — December 31, 1979

Common Stock Purchase Warrant No. la to
purchase 150,000 shares of Registrant’s $.20 Common
Stock was exercised July 9, 1979 at the exercise price of
$3.45 per share. These shares were registered on Registra-
tion Statement File No. 2-64663 declared effective June 29,
1979. Common Stock Purchase Warrant No. 2 remains
outstanding and provides for the purchase of an additional
150,000 shares at exercise prices ranging from $3.95 to
$6.45 per share and expiring February 26, 1983,

Pursuant to resolutions of the Board of Directors
15,671 shares of Registrant’s $.20 par value Common
Stock were issued as Registrant’s contribution to its
Employee Stock Ownership Plan for the 1978 Plan Year.
The value of the stock contributed was based on the split
between NASDAQ current market prices on June 11, 1979
of 8% bid and 8% asked. The shares were issued pursuant
to the exemption from registration available under Section
4(2) of the Securities Act of 1933 as not involving a public
offering.

Information relating to the Registrant’s 1979
Non-Qualified Stock Option Plan was previously reported
on Form 10-Q for the quarter ended September 30, 1979
which information is incorporated herein by reference.
Options to purchase an additional 72,000 shares of the
Company’s $.20 par value Common Stock were granted
December 27, 1979 to 16 employees, including four of-
ficers, at an exercise price of $18.625 per share. As
previously reported, the Plan will be submitted to stock-
holder for approval at the 1980 Annual Meeting and none
of the outstanding options will be exercisable without such
approval.

(b) Information relating to increases in out-
standing indebtedness was previously reported on Form
10-Q for the quarter ended June 30, 1979 which informa-
tion is incorporated herein by reference.

(c) During the fourth quarter ended December
31, 1979, the amount of debt securities or indebtedness
outstanding has not increased or decreased in the aggregate
more than 5% . However, the entire outstanding balance of
Registrant’s 8% Subordinated Convertible Debentures was
called for redemption on January 31, 1980 as reported on
Form 8-K dated December 3, 1979, and all of the deben-
tureholders exercised their conversion privilege prior to the
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.....................................

Nil
100,000
72,000

172,000

redemption date. See Note 4 of the Notes to Consolidated
Financial Statements.

Item 7. Changes in Securities and Changes in Security
for Registered Securities

On December 28, 1979 the Company entered into
a $10 million Loan Agreement with United Bank of
Denver. Under this new Loan Agreement, the Company
has agreed not to permit its working capital to be less than
$1.00 and not to permit its consolidated liabilities exceed
250% of stockholders’ equity. These working capital
restrictions are substantially identical to those contained in
the Company’s existing $10 million line of credit with Con-
tinental Illinois National Bank & Trust Company of
Chicago as reported on Form 10-Q for the quarter ended
June 30, 1979. As of December 31, 1979, approximately
$3,800,000 was borrowed under this new Loan Agreement
principally to pay off in full the loan from AMEX Bank
Limited. See Note 4 of the Notes to Consolidated Financial
Statements.

Item 8. Defaults Upon Senior Securities
None
Item 9. Approximate Number of Equity Security

Holders

The approximate number of holders of record of
each class of equity securities of the Registrant as of
December 31, 1979 was as follows:

Number of
Record
Title of Class Holders
1. Common Stock — $.20 par value. . ... 8,430*

2. 8% Convertible Debentures due
November1,1983................ 17

3. Common Stock Purchase Warrant
dated February 26, 1976 and
expiring February 26, 1983,
exercisable at prices from $3.95 to
$6.45pershare .................. 1

*Does not include an estimated 5,000 holders in street
name.



Item 10. Submission of Matters to a Vote of Security

Holders
Not Applicable

Item 11 (a). Indemnification of Directors and Officers

The By-Laws of the Registrant contain a
provision requiring the Company to indemnify to the full
extent permitted by law any person made, or threatened to
be made, a party to any action, suit, or proceeding

Item 11 (b). Executive Officers of the Registrant

(whether civil, criminal, administrative or investigative) by
reason of the fact that he, his testator or intestate is or was
a director, officer or employee of the Company or serves
or served any other enterprise at the request of the Com-
pany.

The Registrant also carries Directors and
Officers Liability and Corporate Reimbursement in-
surance in the amount of $1,000,000 to insure against loss
incurred resulting from claims asserted against officers and
directors.

The names and ages of all executive officers of the Registrant and positions held by each are as follows:

Office and Principal Occupation
for Last Five Years

President and Director

Vice President — Operations

Since June 1977; 1971 to June 1977 — superintendent of

drilling and production

Vice President — Exploration

Since June 1977; January 1977 to June 1977 — exploration
manager; May 1974 to January 1977 — staff geologist

Treasurer and Comptroller

Secretary and General Counsel

__ Name o Age
Robert B. Tenison 56
Ronald J. Cargo 36
Blaine S. Day 37
Walter V. Pelepchan 49
John F. Meck 34

Since June 1978; October 1971 to June 1978 — associate with
the law firm of Davis, Graham & Stubbs, Denver, Colorado

engaged in private practice of law — member of Colorado

and California bars.

Lysle A. Gust, a Vice President of the Registrant since October, 1974, resigned on January 3, 1980 to assume

another position in the oil and gas industry.

The Officers are elected annually by the Board of Directors at the first meeting after the Annual Meeting of
Shareholders. There is no family relationship between any of the officers, director or person nominated to become an officer

or director.
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Financial Statements, Exhibits Filed, and

Reports on Form 8-K
(a) (1) Consolidated Financial Statements

Item 12.

Page(s)
Report of Independent Certified Public
ACCOUMEBNES . 5o 4 I i o e iainia sioe sslnioiaisia s 32
Consolidated Balance Sheets as of
December 31, 1979 andi978 ... .o« e v v 5 33

Consolidated Statements of Income and
Retained Earnings for Each Year in the
Five Year Period Ended
Pecember IL 19195000 Fesl Lot i s swans 18

Notes to Consolidated Statements of

Income and Retained Earnings ............. 19 to 22

Consolidated Statements of Changes in
Financial Position for Each Year
in the Five Year Period Ended
BIecembEr31, 1979 700 v vian wse ae e witersie 34, 35

Notes to Consolidated Financial
N R e NS = o f s ot e R S i s i

Schedules for the Years Ended
December 31, 1979 and 1978

Schedule V — Property, Plant and
Equipment................ 48

Schedule VI — Accumulated Depreciation
and Depletion of
Property, Plant and
Equipment............... 49

Individual financial statements of the Regis-
trant are omitted as consolidated financial statements are
being filed and the Registrant is primarily an operating
company and all subsidiaries included in the Consolidated
Financial Statements filed in the aggregate, do not have
minority equity interests or indebtedness excluding in-
debtedness guaranteed by the Registrant to any person
other than the Registrant or its consolidated subsidiaries in
amounts which together exceed five percent of the total
consolidated assets at the date of the latest balance sheet
filed.

Schedules Omitted:

Schedules IX, XIII, XIV, and XVI are omitted
because the required information is set forth in
the Financial Statements, or notes thereto.
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Schedules I, II, III, IV, VII, VIII, X, XI, XII,
XV, XVII, XVIII, and XIX, are omitted
because the information called for is not pres-
ent or is not required.

(a) (2) Exhibits

(i) Worldwide Energy Corporation
1979 Non-Qualified Stock Option
Plan.

(ii) Agreement with Sun Oil Com-
pany Limited (now Suncor, Inc.)
dated as of June 22, 1978.

(iii) Consent of Keplinger and
Associates, Inc. dated March 21,
1980.

(iv) Gas Purchase and Sales Agree-
ment dated September 19, 1975
between the Kansas Power &
Light Company and Registrant’s
predecessor, Central States
Gathering Company, together
with amendment letters dated
December 1, 1977 and July 5,
1978.

(v) Incorporated
references:
Stock Purchase Agreement dated
as of July 14, 1978, as amended
August 15, 1978 whereby
Registrant acquired Central States
Gas Company filed as an Exhibit
to Current Report on Form 8-K
on November 15, 1978.

(b) Current Reports on Form 8-K Filed During
the Quarter Ended December 31, 1979

(i) Report filed December 4, 1979 relating to a
Notice of Redemption to call for redemption all of
Registrant’s 8% Subordinated Convertible Debentures due
November 1, 1983, which Debentures were issued in con-
nection with Registrant’s acquisition of Central States Gas
Company on November 1, 1978.

herein by

PART I

Part II is omitted pursuant to General Instruction
H, as such information will be included in the Proxy State-
ment.



REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors and Shareholders,
Worldwide Energy Corporation:

We have examined the consolidated financial
statements and supporting schedules as listed under Item
12(a)¢1) in this Form 10-K of Worldwide Energy Corpora-
tion and its subsidiaries. Our examinations were made in
accordance with generally accepted auditing standards
and, accordingly, included such tests of the accounting
records and such other auditing procedures as we con-
sidered necessary in the circumstances.

In our opinion, the financial statements referred
to above present fairly the consolidated financial position
of Worldwide Energy Corporation and subsidiaries as of
December 31, 1979 and 1978, and the consolidated results
of their operations and changes in their financial position
for each year in the five-year period ended December 31,
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1979, and the accompanying supporting schedules present
fairly the information required to be included therein, all
in conformity with generally accepted accounting prin-
ciples applied on a consistent basis after restatement for
the changes, with which we concur, in the method of ac-
counting for oil and gas producing activities as defined
under rules issued by the Securities and Exchange Commis-
sion, as discussed in Note 2 of Notes to the Consolidated
Financial Statements.

COOPERS & LYBRAND

Denver, Colorado
March 25, 1980



WORLDWIDE ENERGY CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS — AS OF DECEMBER 31, 1979 AND 1978

ASSETS
1979
CURRENT ASSETS
AT L7, o il s o ara, st e e A AR I e e e e e & $ 1,589,481
ACCODNTS TECEIVADIE. 50, v, St v bt s nie s s Bl e 5 e (e ) et at suptetasd Soas 6,268,187
Alberta royalty tax credits receivable ... cvvvvivnnns vovieensss s nees cbeiaisne 351,050
Inventory of supplies — at aVerage COSt .« v vt vv v it e v rnnerrvrernnrosnnnrennns 800,970
P s BT 7S 1 T, T SRR ¢ S i S M . a0 286,092
9,295,780
PROPERTY, PLANT AND EQUIPMENT, AT COST
(Notes 2 and 4 and Schedules V and VI)
Qil and gas properties — under full cost method..............ccovvennnnnnn. 30,134,744
Gas ranSMISSION FACIHIIIES . o .o vv v o eeieeeanmuennsssosooossssaoseensos s 11,507,769
Gas purchase contracts, ., ....... R A s e R e SR i e AR e e 8,176,651
N ET AL DEODEERIES . 5.+ 5 s ool s sios s IR g, o S e B Lo o 298,437
Other equipment and:ProPEItYii -oe s el ot S, b ris e b 8 e 2,451,411
52,569,012
Less — Accumulated depreciation and depletion ............ccovveneen.n.. 11,019,910
41,549,102
DEFERRED CHARGES AND OTHER ASSETS(Note5) ...vvvevevnnennnn.. 361,524
$51,206,406
LIABILITIES AND SHAREHOLDERS’ EQUITY
1979
CURRENT LIABILITIES
Long-term debt due within one year (NOtE4). . ..o vvee ittt iie e ieeennrnns $ 593,900
Accounts payable and accrued EXpenses. . ... ..ottt 6,508,694
7,102,594
LEONG-TERM DEBT (NOTEA) ... civiareiailhicoasiarorsies abolilasratvie v sve srsiace sials srais's slats + 21,706,926
PDEFERRED INCOME <:oo.ovc e omnaravn s ot s 0 slaberestais sase Siie a7 Serais s s s 2 570,698
DEFERRED INCOME TAXES (Notes2and 6). . ......vvvvronsesrroivonennses 2,055,210
TOIANLEAAbIES: - o e rcrariamris ot mam v 6 Barn e s pe Sl 31,435,428
SHAREHOLDERS’ EQUITY (Notes 2 and 7)
Common stock, authorized 10,000,000 shares, par value $.20,
issued 5,788,833 shares in 1979 and 5,586,064in 1978 ...........ccovvvunnnn. 15157767
Capital iIn'excess Of PArVAIUE . «i: i viii i svs e irs sulials s s et o A ek o 0 10,447,138
11,604,905
Treasury stock 500 Shares; at COSt . . «vx vaaies ol T s e e e o (2,825)
11,602,080
Retained Barnifigs . .. snn ciumiasiis voss st ot e ey s il G S i o8, 8,168,898
Total Shareholders iy . e T s Sds ebis e s s 19,770,978
$51,206,406

The accompanying notes are a part of the consolidated financial statements.
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1978

$ 3,103,109
5,679,533
416,471
846,925
179,186

10,225,224

22,708,805
10,855,383
7,751,632
298,437

1,144,425

42,758,682
8,217,493
34,541,189
419,682
$45,186,005

1978

$ 418,300
6,088,461
6,506,761

20,145,740
547,457
1,888,319
29,088,277

1. 117,213
9,519,853
10,637,066
(2,825)
10,634,241
5,463,577
16,097,818
$45,186,095



WORLDWIDE ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION

Years Ended December 31

1979 1978 1977 1976 1975
SOURCE OF FUNDS
From Operations
Income from continuing operations
exclusive of extraordinary credit. ........... $ 2,705,321 § 1,381,958 $1,449,806 $1,166,438 $1,331,323
Items not requiring outlay of working capital
Depreciation and depletion................ 2,805,981 1,917,480 1,545,476 1,305,297 1,116,987
Deferred income taxes and effects
resulting from filing consolidated
(=111 g o -1 175,000 299,000 676,000 489,200 (167,050)
Otherftems .....coovviveriireeeeeannneas 97,541 - 96,958 44,967 57,475

5,783,843 3,598,438 3,768,240 3,005,902 2,338,735
Credit equivalent to utilization of

operating loss carryforward ............... — — — - 159,000
Working capital provided by

continuing operations .................... 5,783,843 3,598,438 3,768,240 3,005,902 2,497,735
From Discontinued Operations

Income from discontinued operations......... — — — — 372,767

Change in net assets of discontinued
operations spun-off as a dividend on

December'31, 1978 o ovs von maivs st sassas — — — — 4,322,420
Issue of capitalstock .........ovviiivinnnnnnn. 967,839 3,461,700 299,300 — 992
Obligations relating to company acquired

— A EDENIUYES o covs swierivines s Hwai s demises — 7,150,000 — — —

—bankloanandother .........ccoevvvennnn —_ 5,484,539 —_ — —_
Bankloans. ...covvviiiiiiiiiii i 16,463,750 3,812,794 449,996 2,550,000 1,075,000
Decrease (increase) in deferred

charges and other ItemMS . s vow v awn wins o 46,485 (129,132) (53,977) (61,073) 105,386

$23,261,917  $23,378,339  $4,463,559 $5,494,829 $8,374,300

USE OF FUNDS
Retirement of long-term debt, net of change

I CUTTENtIMAtUTILIOS: sos s e e sites 596 2s $14,976,864 $ 411,978 § 878,872 81,224,971 § 965,628
Additions to properties, net ...........iiennn. 9,810,330 5,363,689 3,020,993 3,073,460 1,986,595
Properties of Company acquired ............... — 15,815,062 — - —
Net assets spun-off by dividend of

common stock of former subsidiary. .......... — =, — —_ 4,194,502

$24,787,194  $21,590,729  $3,899,865 $4.298,4311 $7,146,725

INCREASE (DECREASE) IN

WORKING CAPITAL s:un sop g s smmnmns &6 (1,525,277) 1,787,610 563,694 1,196,398 1,227,575
WORKING CAPITAL — BEGINNING OF YEAR. 3,718,463 1,930,853 1,367,159 170,761  (1,056,814)
WORKING CAPITAL — ENDOF YEAR ........ $ 2,193,186 § 3,718,463 $1,930,853 §1,367,159 § 170,761

The accompanying notes are a part of the consolidated financial statements.

(continued)
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WORLDWIDE ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION (continued)

Years Ended December 31

1979 1978 1977 1976 1975
CHANGES IN COMPONENTS OF
WORKING CAPITAL
Increase (Decrease) in Current Assets
Cashc i sl o e s a AT VR s s $(1,513,628) §$ 1,894,952 $ 588,523 $ 170,058 $ (284,911)
Accountsreceivable . .......oiiiiniinnn. 523,233 4,030,834 259,365 453,823 685,928
Inventory of supplies and prepaid items ....... 60,951 431,120 59,599 68,550 286,581
NotesTecelVADIE .. oo s avve s s s s - — — — (912,584)

(929,444) 6,356,906 907,487 692,431 (224,986)
LESS INCREASE (DECREASE) IN
CURRENT LIABILITIES

Accounts payable and accrued expenses ....... 170,233 4,712,156 181,221 (445,555) 33,229
Long-term debt due within one year. .......... 425,600 (142,860) 162,572 (58,412) (1,226,342)
Payable to Citrus County Land
Bureau; INC: oo o as im0 0 s sl Bttt — — — — (259,448)
INCREASE (DECREASE) IN
WORKINGCAPITAL . ..ooiviiiieniiannn. $(1,525,277) §$ 1,787,610 §$ 563,694 $1,196,398 $1,227,575

The accompanying notes are a part of the consolidated financial statements.
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WORLDWIDE ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Basis of Consolidation

The consolidated financial statements include the
accounts of the Company and its subsidiaries operating in
the United States, Canada, and the United Kingdom, all of
which subsidiaries are wholly-owned. Significant inter-
company balances and transactions are eliminated.

Currency Conversion

Foreign subsidiary balance sheets are converted to
United States dollars at the rate of exchange in effect at the
end of the year, except for property, plant and equipment,
deferred income taxes and stockholders’ equity accounts
which are converted at the historical rate of exchange.
Revenue and expense accounts are converted monthly
based upon the average rates of exchange in effect during
the month, except for depreciation, depletion and amorti-
zation, which are translated at the rates of exchange pre-
vailing when the assets were acquired. Gains or losses from
foreign exchange are included in net income currently.

0il and Gas Properties and Gas Transmission
Facilities
The Company follows the ““full cost’’ method of

accounting under which all costs of acquiring, exploring
for and developing oil and gas reserves are capitalized.
Such costs include lease acquisition, geological and geo-
physical expenses, carrying charges of non-producing
properties, exploration and development and overhead ex-
penses related to the acquisition of properties and oil and
gas reserves. Separate cost pools are maintained for the
United States and Canada and are amortized using the
composite unit of production method of depreciation and
depletion over the aggregate proven oil and gas reserves of
the Company in each country as estimated by the Com-
pany’s engineers. Costs capitalized are not in excess of
their estimated net realizable value.

Gas transmission facilities are depreciated on a
straight line basis over their estimated useful lives or over
the lives of reserves estimated to be available for transpor-
tation through the facilities if such reserve lives are less
than the estimated useful lives of the assets. Gas contracts
acquired with Central States Gas Company are amortized
using the unit of production method over the life of the gas
reserves dedicated to the system.

Gains or losses resulting from disposition of oil
and gas reserves in place are charged or credited to the cost
pools. Gains or losses on the disposal of undeveloped
properties are recognized at the time of sale.
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Depreciation of Other Equipment

Depreciation is provided at straight-line rates
ranging from 3% to 33%. Gains and losses from disposals
are included in income. Maintenance and repairs are
charged to expense. Major improvements and replace-
ments are capitalized.

Income Taxes

The Company files United States income tax
returns on a consolidated basis with its United States sub-
sidiaries. Canadian subsidiaries are required to file
separate income tax returns.

The Company provides, as required, for deferred
income taxes resulting from timing differences in the
recognition of income and expenses for financial and tax
reporting purposes in the United States and Canada.

Investment tax credits are recognized as a reduc-
tion of income taxes in the year in which the credits are
utilized.

2. ACCOUNTING CHANGES

In 1978, the Securities and Exchange Commission
(SEC) concluded that (i) neither ‘‘successful efforts’” nor
““full cost’’ accounting was adequate for accounting for oil
and gas producing activities and (ii) that interperiod tax
allocation on all oil and gas producing activity timing dif-
ferences was appropriate. The SEC determined that a new
method termed ‘‘reserve recognition accounting’’ should
be developed for such activities. This method would
recognize proved oil and gas reserves as assets and addi-
tions to such reserves as income of the current period. The
SEC expects that the development of such a method will
take at least three years.

Pending the development of ‘‘reserve recognition
accounting”’ oil and gas companies may now continue to
use either “‘successful efforts’” or “‘full cost” accounting.
The SEC has published rules which govern the application
of the two methods and other accounting matters relating
to oil and gas producing activities. These rules became ef-
fective for fiscal years ended after December 25, 1978 and
are applied retroactively.

The Company’s operations are accounted for
using the ““full cost’” method and are in compliance with
the rules prescribed by the SEC, accordingly, no revisions
were required. However, the SEC prescribed rules also re-
quire (i) the use of the cost recovery method for recogniz-
ing income on drilling arrangements income; and (ii) com-
prehensive interperiod tax allocation (deferred income
taxes), not considering the interaction with future deple-
tion allowance. The cumulative effect of such changes as
of December 31, 1978 is a reduction of $492,000 to prop-



WORLDWIDE ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

erty costs, a $247,000 provision for deferred income taxes, statements of income see Note A to Consolidated

and a charge of $739,000 against retained earnings. For ad- Statements of Income and Retained Earnings.
ditional detail on the effects on prior year’s consolidated

3. OIL AND GAS PRODUCING ACTIVITIES

Capitalized Costs

Details of capitalized costs as of December 31, 1979 and 1978 relating to oil and gas producing activities are as follows:

(000's Omitted)
1979 - 1978
Accumulated Accumulated
Cost Amortlzat;on Cost  Amortization
Canada
AV ONl e e L v oo s v ess Sotd it ite $ 4,980 $ 694 $ 3,208 $ 459
Regilavoill S gaulmiies . ol i s sl AT 13,009 3,464 9,175 2,716
17,989 4,158 12,383 < I Frk
LIl St oS L R s s Don St i e A e 15,216 5,488 12,607 4,468
10T {1 AR IR G o o SR e R L A SRR O NEERP < $33,205 $9,646 $24,990 §$7,643

Capitalized costs include lease acquisition, exploration and development activities including lease equipment and
related facilities. Capital costs of unproven properties are not significant in relation to total capitalized costs.

Costs Incurred in Producing Activities Development Costs
Details of costs incurred in the Company’s oil and Canada
gas producing activities during 1979 and 1978 are as Heavyoil ...........ooenins 81,772 §1,185
follows: Regularoill &gas ......ovvens 2,183 1,219
TotalCanada................. 3,955 2,404
TInited SEAFes ... vurs o v cos 691 548
(000’s Omitted) a1 w2 ol 00 6 oG A e S G ¢ $4,646 $2,952
1979 1978
Property Acquisition Costs Production Costs
Canada Canada
| A  S— $ — | (7R | S P s . $ 5205 8 267
Regularoil &gas ............ 652 477 Regularoil&gas ............ 546 405
Total Canada < .o 5% s5ss vass 652 477 TotalCanada................. 1,066 672
United States . .. vvvvonnennnn. 383 204 UNTed States ; ou.oivee o aiiteare s 2,434 2,174
TORRL 5 o 55,5008 WAt haSAE G4 Sidtarmin $1,035 § 681 Total ...oovvniiiniiiiinnnnn. $3,500  $2,846
Depreciation, Depletion &
Exploration Costs Amortization
Canada Canada
Heavyoil .................. $ — $ — Heayyioll "ot ol b s $ 256 $ 156
Regularoil&gas ............ 537 547 Regularoil&gas.......... 646 468
Total Canada ... .., slspeiil 537 547 Total GaAnada), ; . 563 sveee s 902 624
United States . .. o SEniii 1,535 715 United States .. o a5 s o 707 1,099
Total. ... ... 5 o o R $2,072 $1,262 TOAL: - cscie gieis wvamsierasas sieis il $1,609 $1,723
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WORLDWIDE ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Amortization Expense Per Dollar of Gross Revenue

1979 1978
Canada
BIBHVIOIl 155 i.ommincnm sior momiscn vancs. $.22 $.43
Regularoll £g8s oo vsie woms us @ E
United BI0108 .o v vows o wraw s s $.12 $.22

Revenues from Producing Oil and Gas

Net revenue derived from oil and gas production
related to the Company’s proved developed oil and gas
reserves for 1979 and 1978 is indicated below. Net revenue
reflects the Company’s share of oil and gas produced and
sold after deducting costs of production.

Estimated Oil and Gas Reserves (Unaudited)

(000’s Omitted)

1979 1978
Canada
Heavyioll sy o o5 2508 dune $ 661 § 97+
Regularoil&gas .............. 2,159 2,116
TotalCanada................... $2,820 $2,213
LR BERIRE: ... oum:usrmcscicss . s $3,721  $2,685
Total ......oviiiiiinn, $6,541 $4,898

*Reflects reduction of the Company’s working interest in
producing heavy oil properties. See comments under cap-
tion, “‘General Development of Business’’ - Item 1(a) of
this Form 10-K.

A review of the Company’s net proved reserves of crude oil and natural gas as of December 31, 1977, 1978 and 1979
determined by the Company’s engineers (based in part upon reports of other consultants) are as follows:

OIL RESERVES (BBLS.) —
UNITED STATES (UNAUDITED)

Reservesat December 3], 1977 .. ciox oo s siorsaisions ks stesaioss

Additions:
Net Revisions of previous estimates .........oovvvevunnnn.
Extensions and discoveries . ..........coviriinerinnnennn.

Deductions:
Production’: v oms i 555 05050 el iiirmaieis mass sinisieismais

Additions:
Net Revisions of previous estimates .............c0ovuun..
Extensions and discOVeries .. ....oovvveinrenrnnennnnnnn.

Deductions:
Production .. .cvvuin it i e e e,
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Proved Developed Reserves

Non-

Total Producing Producing
Proved Working Royalty
Reserves Interest Interest
2,624,121 2,036,986 535,223 51,912
68,357 69,157 -_ (800)
8,409 8,409 = I
2,700,887 2,114,552 535,223 51,112
289,303 258,353 30,950 —
2,411,584 1,856,199 504,273 51,112
280,090 276,893 3,207 (10)
112,794 112,794 — —_
2,804,468 2,245,886 507,480 51,102
263,664 232,438 31,226 —
2,540,804 2,013,448 476,254 51,102
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OIL RESERVES (BBLS.) — CANADA (UNAUDITED)
Reserves at DecembBer 31 1077 oo viivivinnrinrasnnsinsnseecas o

Additions:

Net Revisions of previous estimates due to:
Royalty adjuRIRISIIES B Soat . vt ot e e et sisie siaiaiagsiane &
Additional production and engineering data

Extensions and disCOVeries . .. ....ovriiieniriernernrnrnennnns

Deductions:

PO CH O s e e AEB e fsorh s sies s aisiars S{us skt ayaio aisiale e 8 etz s
Disposition of mineralsaniplace.. ... .o sovi o seidsisie ses saas e s

Recervas atDecember NI YI8 L oiiiin i sians s ein s oy s siem s vt

Additions:

Net Revisions of previous estimates due to royalty

adjustments and additional production and

enEIneering Aatal o IR s oo oo csmiseni als sisie bl aiais vl s
Extenz1ons and QiSCOVETICS o <o - o5 «oloaivs shthisieisia o sisioe s ol s

Deductions:

P AU CTION T . ooorarais e sie s simisiwinss vivtndaiota Sraier ST et e larare o o
Reserves at December 31, 1979 ... .viiviiiiiiiii i iieea s

GAS RESERVES (Mmcf) —
UNITED STATES (UNAUDITED)

Reserves at December 31,1977 .......ccovvnne

Additions:

Revisions of previous estimates .............
Extensions and discoveries.................

Deductions:

Production........ovoiiiiiiiennnennennnns
Reserves at December 31,1978 ...............

Additions:

Revisions of previous estimates . ............
Extensions and discoveries........coveuveen-

Deductions:

Production q.: s s mib5aiing. s st Sy
Reserves at December 31,1979 ...............

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

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

.............
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Proved Developed Reserves

Total Producing
Proved Heavy
Reserves Conventional Qil
1,296,054 855,084 440,970
(28,785) (28,785) -
4,140 4,140 —
(24,645) (24,645) —
571,606 174,511 397,095
1,843,015 1,004,950 838,065
109,906 63,395 46,511
209,281 — 209,281
1,523,828 941,555 582,273
(143,677) (137,880) (5,797)
542,805 31,008 511,797
1,922,956 834,683 1,088,273
196,397 59,160 137,237
1,726,559 775,523 951,036
Proved Developed Reserves
Non-
Total Producing Producing
Proved Working Royalty
Reserves Interest Interest
14,764 14,349 263 152
1,018 739 —_ 263
797 797 — —
16,579 15,901 263 415
1,933 1,886 47 —
14,646 14,015 216 415
1,167 1,164 3 —
4,588 4,588 — —
20,401 19,767 219 415
1,515 1,468 47 —
18,886 18,299 172 415
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Total Proved Developed Reserves
Proved Non-
Reserves Producing Producing*
GAS RESERVES (Mmcf) — CANADA (UNAUDITED)
Reservesat December 31, 1977 ... ..., 27,776 22,267 5,509
Additions:
Net Revisions of previous estimates due to:
Royalty adjustment . .. ...oovuuunniiiiiiiiiiie i erenenn. 1,367 1,395 (28)
Additional production and engineeringdata ................... 2,025 2,025 —
3,392 3,420 (28)
Extensions and discoveries..........c.vviriiiiiiinnrrennnnnnn.. 599 — 599
31,767 25,687 6,080
Deductions:

Production .. .ot e e 1,941 1,941 ==
Reserves at December 31, 1978 .. ...t 29,826 23,746 6,080
Additions:

Net Revisions of previous estimates due to royalty adjustments

and additional production and engineeringdata ................ 767 960 (193)

Extensions and diSCOVETIes . . ... vvviiiiiiie e e e ieeeieeinns 4,553 — 4,553

35,146 24,706 10,440
Deductions:

Productioni: .o sunin vas smvvsas s v v nisn i6s 55 simiio o 1,944 1,944 —

Reservesat December 31, 1979 i v wasn sras o s 553 508 5 4 33,202 22,762 10,440

*Requires pipeline to market gas.
See also comments under caption, ‘“‘Estimated Future Net Revenues’’ elsewhere in this Note.
There have been no events subsequent to December 31, 1979 which would have a significant effect on the reserves above.

Estimated Future Net Revenues (Unaudited)
Estimated future net revenues from proved reserves of oil and gas as of December 31, 1979 are as follows:

U.S.A. Canada
Proved Proved
Developed Developed
an Proved an Proved

Undeveloped Developed Undeveloped Developed
19805 c:ci i einie oumemin s $ 8,363,973 $ 6,845,505 $ 3,832,424 $ 3,832,424
1981 .. ovvveivieennnn 8,300,229 7,464,406 4,362,764 4,362,764
1982058, Lo sevve i 6,494,661 6,117,134 4,828,944 4,828,944
Remainder............ 37,205,979 36,796,431 36,624,958 36,624,958
Total s wes s s o $60,364,842 $57,223a476 $49,649,090 $49,649,090

The present values of estimated net revenues from proved developed reserves of oil and gas as of December 31, 1979
and 1978, using a 10% discount factor, is as follows:

1979 B 1978
U.S.A. Canada __US.A Canada
Present value of oil

and gas reserves:
Added in previous

VearS. . vvvernennn. $28,243,876 $23,529,575 $10,574,840 $15,849,422
Added during

current year....... 5,671,920 4,210,288 1,388,276 2,897,968
Total value ......... $33,915,796 $27,739,863 $11,963,116 $18,747,390
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These economics were projected utilizing year end
oil and gas prices, operating expenses and capital costs. In
the U.S.A. maximum lawful stripper gas price at year end
was utilized for wells which qualify for stripper gas prices
under the current regulations issued pursuant to the
Natural Gas Policy Act of 1978.

The economics do not include projections for
the Company’s gas gathering and transmission operations.
Future net revenues from Canadian heavy oil reserves in-
clude only proved developed reserves as indicated above
under ‘‘Estimated Qil and Gas Reserves’’ elsewhere in this
Note.

In Canada production is generally subject to a
sliding scale royalty that increases with price and decreases
as production declines. Accordingly, evaluations of Cana-
dian reserves usually entail escalating product prices over
the life of the reserves to arrive at the appropriate royalty
percentage on an annual basis. These two factors have the
effect of decreasing net remaining volumes being offset by
higher cash flows in future periods. The Canadian Federal
Government has adopted a policy that will allow the price
of Canadian oil to escalate to world price levels over a
period of several years. Historically gas price increases
have tracked oil price increases. Accordingly, the Com-
pany anticipates that the selling price of natural gas will
also increase.

The application of constant unit values as of
December 31, 1979 and 1978 to the reserve volumes and
resulting estimated future net revenue fails to represent
fairly the effects of increased royalties which will arise
from future price increases. The effect on royalties for
changes in net reserves has been indicated in the preceding
oil and gas reserve tables.

Windfall Profit Tax (Unaudited)

The “Windfall Profit Tax’’ Bill which establishes
a temporary excise tax on domestically produced crude oil
has been approved by both Houses of Congress but has not
been signed by the President. The adoption of this bill ap-
pears imminent and would, in its proposed form, substan-
tially decrease the Company’s future net revenues from
domestic oil properties.

The proposed bill is complicated but essentially
provides that all domestic crude oil be classified into one of
three different tiers. The windfall profit tax is equal to the
tax rate for the appropriate tier of crude oil times an
amount equal to the selling price of crude oil, minus a
deduction for State severance taxes on the difference
between the base price and the selling price. Tax rates
range from 30% to 70%. The Company, an ‘‘independent
producer”, qualifies for the reduced rate of tax provided by
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the bill on the first 1,000 bbls./day production.

Computations on the impact of the proposed
Windfall Profit Tax have been made on the following
basis:

Base prices and tax rates for the Tiers I, II & III
are $12.79, $15.20 and $16.55 per barrel and 50%, 30%
and 30% respectively. It is assumed that the tax will be in
full effect through and including the year 1993, The selling
price used is the average over the fourteen year period 1980
to 1993 for all wells included in each tax tier. The average
price used for Tiers I, II & III were $13.25, $37.12 and
$36.66 per barrel respectively.

The estimated effect of the ‘‘Windfall Profit Tax”’
(WPT) using factors described above will be to reduce the
Company’s future net revenues by $16,317,000 and the
present value of future net revenues by $10,612,000 which
results in the following values for United States reserves:

Proved Developed Reserves

Before WPT After WPT
Future Net Revenue ...... $57,223,476  $40,905,989
Present Value of Future
Net Revenue — at
10% Discount ......... $33,915,796  $23,303,268
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Reserve Recognition Accounting (Unaudited)

Summary of Oil and Gas Producing Activities on the Basis of Resege IRe%t;gnition Accounting For the Year Ended December 31, 1979
(000's Omitte

Additions and revisions to estimated proved oil and gas reserves:

Additions to estimated Proved FeSEIVES, BIOSS . . . v v v v vt et e e e e et e et ettt tae e aenesseentenaeeeseenns $15,944
Revisions to estimates of reserves proved in prior years:
Ghangesinpricess bz Ul il e Do Nl SO el oY s D SRS B T B b S v e sive 25,953

Change in present value due to changes in estimated operating costs, and changes in estimates based on

additional production and engineering data. . .........uviiiiiiiiiiiiiiii i e 971)

ACcretioN Of GISCOUME << 5iis 2 5is ¢0m 5 F0s o e T oA et e e sosia e atat st ko are 10 e e e chmtiote siiimss wiabate afea siareis 2,621
5 8, : ) _43,547

Evaluated acquisition, exploration, development and production costs:
COStSiNCUTEE EHASIPETION. o0 o1 wisieiato n, simtake aoia’ wsaers dhiotolailenre ssetbinrmimte st msin e relararh vrers Swsuns efeios aLES wave wiEiEte o 11,253
Present value of estimated future development and production costs. .. .....vuviiiiiiiiiinnnniiinnnnnn. 3,598
14,851
Additions and revisions to proved reserves Over eValuated COSTS . . v v v vt vt s et ee s esasteenenenennennns 28,986
PrOVISION TOr INCOMIGIEAYES. , 1 vle s s oo elsisins siore o o bomieiaralbt cbar Lo oain sis sininie s sinters sies misce srn ain o voaie sraiare wieiaia s ies oie 9,300
Results of oil and gas producing activities on the basis of reserve recognition accounting. . ..........ooovuvn.. $19,686

Changes in Present Value of Estimated Future Net Revenue from Proved Oil and Gas Reserves For the Year Ended December 31, 1979

Increases: (000’s Omitted)
Additions and FRVISIONS. oot o et ehiel s vty sieisls sl hokors Toboy sl e aa b ot s o hir g ot TS oo e ey armmis o $43,547
Less related estimated future development and production costs .........oovveiiiii i iiiinnn. 3,598
Net:additions and TEVISIONS ... cc oot voise siane »omiaeieiiiole ais siece stoleis wisioie aisln s uahiinzaie Sidtoaiarsla e sreiaiare;n siacoss o 39,949
Decreases:
Sales of oil and gas and value of transfers, net of production costs, $3,500. ... ...t iinennnnn. 6,541
o (o B 157y o0 Ty W el T 1 SO - N, WO OO | -1 o i I R, TS, 5, -0 S S L O 1 33,408
BeEMNMZIOE YEATT, o tcuarvie wowimia wseswainsuis Sberi St Sored i vsere sisie MAtTle whs blisrase. ane Byariin siwce W lpors wiarans wvwsmsel azare o3 30,711
EndiOf VEar: . . o oL o cosecer koo Bt I w3 T imie otmiegpTolos o tirabe Tt TR IR o L ML LB e miosane sistei i €8 $64,119
4. LONG-TERM DEBT Maturity Dec?lgl?b: Lo Doct-_:lr;;:: il
Payable in U.S. Funds
Bank Loans — SeeBeloW. « s s s Folanbie s s oa 4w dnts &4 See Below $10,000,000 $ 9,749,996
6%2 % Subordinated Convertible Debentures*................... 1980 — 491,419
8% Convertible Debentures*........coovivriinieiiiniiieannnns 1983 7,107,751 7,150,000
*Net of original issue discount $17,107,751 $17,391,415
Payable in Canadian Funds
Bank Loan — %: % above prime interest rates collateralized
by Canadian oil and gas properties and production
proceeds s i, X SRk LA R v ori aanmat il See Below 5,193,075 3,172,625
. oK. 22,300,826 20,564,040
Included in Current Liabilities —
Amountsdue WithinONe Year .......cveesnrsssssisassarsens 593,900 418,300
$21,706,926 $20,145,740

During May 1979 the Company renegotiated a
bank loan assumed upon the acquisition of Central States
Gas Company. The amended loan agreement provides for
a $10 million revolving line of credit of which $6,200,000
had been drawn at December 31, 1979. Available credit is
determined semi-annually based on the value of gas
reserves under contract to the Company. The agreement
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also provides for interest at 3 of 1% above prime rate,
maintenance of compensating balances of 10% of
available credit and matures September 7, 1982. Gas pur-
chase contracts and transmission facilities of the Com-
pany’s Central States Gas Company Division continue to
serve as collateral for the loans. The loan agreement re-
quires that the Company maintain positive working capital
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and that liabilities not exceed 250% of stockholders’ equi-
ty.

During December 1979 the Company established a
$10 million revolving line of credit of which $3,800,000
had been drawn at December 31, 1979. Available credit is
determined semi-annually based on the value of oil and gas
reserves owned by the Company. The loan matures
January 15, 1983 and provides for interest at 34 of 1%
above prime rate. The European merchant bank loan with
a maturity date of February 8, 1980 was paid from the pro-
ceeds of this loan. Substantially all of the Company’s
United States producing oil and gas properties and produc-
tion proceeds are pledged as collateral on the loan. The
loan requires that the Company maintain positive working
capital and that liabilities not exceed 250% of stock-
holders’ equity.

The 8% convertible debentures issued on the
acquisition of Central States Gas Company were called for
redemption on January 31, 1980. During December 1979
debentures with a face value of $107,968 were converted
into 15,424 common shares of the Company at $7 per
share and all of the remaining debentures outstanding at
December 31, 1979 were converted into common stock on
January 28, 1980 for 1,048,861 shares of common stock.

The remaining 6% % subordinated convertible
debentures were converted or retired during 1979.

During 1979 a subsidiary obtained a $7,000,000
(Cdn$) line of credit with a Canadian bank for its Cana-
dian operations. Interest at the rate of % of 1% above
prime is payable monthly. Principal repayments are at
$16,500 per month subject to review and renegotiation by
April 30, 1980.

Unamortized discount and issue expenses are
being amortized over the life of the debentures and loans.

Maturities of long-term debt over the next five
years are as follows:

1980.......... $ 593,900
1981 .viins vis iimis 735,800
1982 i asa o 6,935,800
1983 soni oo wes 4,535,800
1984 . v v s 735,800
Subsequent ... . 1,655,975
8% debentures 15,193,075
converted in

1980 prior to

maturity date .. 7,107,751
Long term

debt at

December 31,

1979 . cvs i $22,300,826
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5. DEFERRED CHARGES AND OTHER ASSETS

The Company makes non-recourse loans to key
employees, including officers of the Company, for the pur-
pose of purchasing common shares of the Company at cur-
rent market prices. Loans totalling $127,141 bearing in-
terest at 4% per annum and collateralized by an assign-
ment of the shares purchased have been made and are in-
cluded under this caption.

6. INCOME TAXES

At December 31, 1979 the Company had used
all of its net operating loss carryforwards from prior years
for United States income tax reporting purposes. For in-
come tax purposes the Company has an unused statutory
depletion carryforward of approximately $3,706,000
available without limitation to offset future taxable in-
come, an investment tax credit carryforward of approx-
imately $392,000 which, if not used, will expire in varying
amounts during the years 1980 through 1986, and a job tax
credit carryforward of approximately $27,000 which if not
used will expire in varying amounts in 1984 and 1985. Ap-
proximately $2,642,000 of the statutory depletion carry-
forward and $392,000 of the investment tax credit carry-
forward have been used for financial reporting purposes.

At December 31, 1979, approximately $6,534,000
of drilling, exploration and lease acquisition costs, deple-
tion allowances, and undepreciated capital costs and ap-
proximately $2,220,000 of earned depletion allowances are
available to be applied against future taxable income of the
Company’s Canadian subsidiaries. Additional deferred
taxes will be provided for financial reporting purposes at
such time as these allowances are applied to reduce future
income taxes payable. The Company also has unused in-
vestment tax credit carryforwards of approximately
$253,000 which is not used will expire in 1983 and 1984.

Approximately $1,557,000 and $253,000 of earned
depletion allowance carryforwards and investment tax
credit carryforwards, respectively, have been used for
financial reporting purposes.
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7. COMMON STOCK, CAPITAL IN EXCESS OF PAR VALUE AND RESERVED SHARES

Common Stock and Capital in Excess of Par Value

During the five years ended December 31, 1979, the following changes occurred:

Balance — Janbary 1, 1998 25 ke s SR B o s e
Issued on conversion of 62 % debentures .................
Balance — December 31, 1975 and December 31, 1976 ........
Issued on conversion of 8% % debentures .................

Gain on treasury stock contributed to Employee

Stock Ownetsp PIANT 75 o5 o o b i atnaeals S s e
Balance — December 31, 1977, ... oiiieiiiieeienneneeans
Issued on conversion of 834 % debentures .................
Issued on the exercise of stock purchase warrants...........
Issued in exchange for property interests ..................

Loss on treasury stock contribution to
Employee Benefit plans

Balance — December 31, 1978. . ....oviiiinrennrnnnrnnnns

Issued for contribution to

Employee Stock OwnershipPlan ..............couuun..
Issued on conversion of 6%2% debentures ............vu.u.
Issued on conversion of 8% debentures ...................

Reserved Shares

Of the authorized but unissued common shares,
1,398,862 shares were reserved at December 31, 1979
(December 31, 1978 — 1,414,740 shares) for issue upon the
exercise of the following:

(a) Outstanding warrants for the purchase of 150,000
shares of common stock of the Company at prices
from $3.95 to $6.45 to February 26, 1983.

(b) 1,048,861 shares have been reserved for the con-
version of 8% convertible subordinated deben-
tures due November 1, 1983. (Note 4.)

(c) 200,000 shares have been reserved for shares to be
issued under a non-qualified stock option plan ap-
proved by the Directors on August 18, 1979. The
plan is subject to the approval of stockholders.

8. EMPLOYEE BENEFIT PLANS

The Company’s non-qualified, non-funded De-
fered Compensation Plan for key employees, including of-
ficers of the Company, provides for qualified employees to
be credited with amounts determined anually by the Board
of Directors. At the end of each Plan year, each par-
ticipating employee will be paid 20% of the balance of the

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

Capital
Issued Common in Excess
Shares Stock of Par Value
..... 4,828,249 $ 965,650 $ 5,933,599
..... 90 18 974
..... 4,828,339 965,668 5,934,573
..... 67,000 13,400 254,600
..... — — 31,300
...... 4,895,339 979,068 6,220,473
..... 19,500 3,900 74,100
..... 656,225 131,245 3,149,880
..... 15,000 3,000 78,562
..... — — (3,162)
..... 5,586,064 1,117,213 9,519,853
..... 15,671 3,134 128,112
..... 21,674 4,335 210,455
..... 15,424 3,085 101,228
..... 150,000 30,000 487,490
..... 5,788,833 $1,157,767 $10,447,138

credit in his account. During 1979 the Company accrued
$57,326 (857,578 in 1978) to the credit of the Plan which
amounts have been charged against current operations.

During 1979 the Company contributed $131,246
to the Employee Stock Ownership Plan which contribution
was comprised of 15,671 common shares of its previously
unissued capital stock, valued at the quoted market prices
on the date the contribution was authorized by the Board
of Directors.

The Company’s 1979 contribution to the Deferred
Profit Sharing Plan for employees of Canadian subsidiary
companies amounted to $33,344 ($28,460 in 1978).

9. RELATED PARTY TRANSACTIONS

The Directors have approved a policy of allowing
key employees, Officers and Directors of the Company to
participate in exploration joint ventures with the Company
on the same terms as those offered to industry partners but
limited to an aggregate working interest of 5%. As at
December 31, 1979, fifteen individuals were participants in
various programs.

10. COMMITMENTS AND CONTINGENCIES
The Company is party to an action contesting
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the Company’s right to participate in a gas well drilled in
1977 in Beaver County, Oklahoma. A ruling of the Cor-
poration Commission of the State of Oklahoma affirming
the Company’s position was vacated by the Court of Ap-
peals and the matter is presently before the Supreme Court
of Oklahoma. If the Supreme Court decision is un-
favorable to the Company, net revenues of approximately
$300,000 and a liability for the Company’s share of well
costs (approximately $60,000) presently recorded in the ac-
counts will be reversed resulting in a charge against in-
come. Revenue for periods subsequent to January 1, 1979
(approximately $175,000) have not been reflected in the
Company’s accounts pending the outcome of the litiga-
tion.

The Company’s operations are subject to a variety
of state and federal statutes and regulations, including
those governing the pricing of crude oil, petroleum prod-
ucts and natural gas liquids. In common with other pro-
ducers, compliance with these statutes and regulations has
been and is subject to audit by the Department of Energy.
The statutes and regulations are in many cases uncertain in
their applicability to the Company’s operations thus re-
quiring many day-to-day unilateral interpretations by
Company personnel in order to carry on its business. The
Company is unable to predict what positions, if any, might
be taken during the course of audits by the regulatory
authorities as to their interpretation of the proper applica-
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tion of the various statutes and regulations referred to
above. The Company believes, however, that these matters
will not be material in relation to its consolidated financial
position.

In order to retain their interest in undeveloped oil
and gas properties, the companies will be required to pay
delay lease rentals, which based on holdings at December
31, 1979, will amount to approximately $404,000 annually.

11. SUPPLEMENTARY INCOME STATEMENT

INFORMATION
Item 1979 1978

Maintenance and repairs . . . . .. $1,448,766 $ 979,043
Depreciation and depletion

of property, plant and

COUIPMENL . sos slaie s ss st $2,805,981 $1,917,480
Taxes, other than income ..... $ 390,227 § 323,014
Rents, other than delay

rentals on undeveloped

properties ......cceevvenves $ 319,887 § 192,756
Note: The Company pays no royalties other than

petroleum and natural gas royalties which are
based on sales and are recorded in the accounts as
a deduction from sales.
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12. SEGMENT INFORMATION
Segment information for the year ended December 31, 1979 is as follows:

(000 Canitsecy Oil & Gas Gas
Total Other Production Transmission
I (R ST, | W W 8, < B o e I T $33,587 $418 $10,041 $23,127
UPErating IOt . . ufin s e o sil s o g g ot S8 o T ki $ 7,360 $241 $ 4,933 $ 2,186
INtereSt EXDENse Lol et e s ot o e LA S0, L T 2,605
Corporate General and Administrative EXpense .. ........vvevnnnn.. 2,200
Pre=Tax Barning§s (i vyt il o e i o e $_2.555
Depreciation, Depletion and Amortization ............ovvveeenrnn.. $ 2,806 § — $ 1,609 $ 1,197
L8 e 2 T 201 RS SR IR oS T SRR e SRR 1T $10,061 $111 $ 8,804 $ 1,146
Identifiable assets related to the above segments as of December 31, 1979 are:
$51,206 $606 $31,828 $18,722
Similar information for 1978 is as follows:
(000's Omitted)
Qil & Gas Gas
Total Other  Production Transmission
REVENNE s & 7550t Be i B A IR B, e e R Rie R $11,723 $456 $ 7,744 $3,523
Opetating Proflt . 5 i e v o e L, s $ 3,938 $471 $ 3,166 $ 301
= A 2 L e O R R ) 876
Corporate General and Administrative EXpense . ................... 1,684
Pro-Tax Barniflgs. 0 vl o 55 o croiins 2o m it st s e o rsen 8 e e ot $ 1,378
Depreciation, Depletion and Amortization ............vveeneennn.. $ 1,917 $ — $ 1,723 $ 194
CapltalE eI e At ek e o e el i & L $ 5,364 § — $ 4,973 $ 391
Identifiable assets related to the above segments as of December 31, 1978 are
$45,186 $474 $26,593 $18,119

Information regarding the Company’s assets,
liabilities, and operations by country for 1979 is as follows:

(000's Omitted)

U.K. Canada u.s. Total T A 3
ABREEE. . wyos vt o $308 $17,197 $33,701  $51,206 ol
Liabilities. . ... $ 8 $9728 S$21,699 $31,435 i R
Gross Revenues.. $§ 76 § 4,394 $29,117  $33,587 QrossRoveuues:
Net Income . . ... $(163) $ 946 $ 1,922 § 2,705 ke

Similar information for 1978 is as follows:

(000’s Omitted)
U.K. Canada u.s. Total
$168 $13,602 $31,416 $45,186
$— $7,507 $21,581 $29,088
$ — $3,053 8§ 8,670 811,723
$(63) $§ 795 § 650 § 1,382

During 1979 the Company had gas sales to one
customer which exceeded 10% of its total oil and gas sales
for the year. The amounts of such sales were $20,463,000
representing 61% of the Company’s oil and gas revenues.

The total dollar sales in 1978 to its three major
customers represented 27%, 14%, and 12%, respectively
of the Company’s oil and gas revenues.



SIGNATURES

Pursuant to the requirements of Section 13 or 15 (d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

WORLDWIDE ENERGY CORPORATION
(Registrant)

BY __/s/ Robert B. Tenison
Robert B. Tenison
President

Date: March 27, 1980
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Column A

WORLDWIDE ENERGY CORPORATION AND SUBSIDIARIES

SCHEDULE V — PROPERTY, PLANT AND EQUIPMENT

Undeveloped Properties .................
Developed Properties

Leaseholds ..

Gas contracts

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

------------------------

Production Equipment ..................
Gas Pipeline, Plant

Equipment and Rights-of-Way

Mineral Properties..cccoeeeecircensecnss

Other Assets . ..

(1) Transfers

Column A

------------------------

Undeveloped Properties .................
Developed Properties

Leaseholds ..

Gas contracts

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

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

Production Equipment ..................
Gas Pipeline, Plant

Equipment and Rights-of-Way

Mineral Properties: .« i sosaios s oo stviais vaias

Other Assets . ..

(1) Transfers

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

Column B Column C Column D Column E Column F
Balance Balance
January 1, Additions Retirements Other December 31,
1979 At Cost or Sales Changes (1) 1979
$ 2,029,548 $ 1,666,783 § 61,296 $ (219,232) $ 3,415,803
12,859,657 3,378,819 338 219,200 16,457,338

7,751,632 101,383 — 323,636 8,176,651
7,819,600 2,513,169 71,198 32 10,261,603
10,855,383 1,428,130 59,847 (715,897) 11,507,769
298,437 — — — 298,437
1,144,425 972,887 58,162 392,261 2,451,411
$42,758,682 $10,061,171 § 250,841 $ —  $52,569,012
Column B Column C Column D Column E Column F
Balance Balance
January 1, Additions Retirements Other December 31,
1978 At Cost or Sales Changes (1) 1978
$ 1,217,579 $ 1,142,128 § 140,548 $ (189,611) §$ 2,029,548
10,534,216 2,101,333 9,634 233,742 12,859,657
7,751,632 (2) — —_ 7,751,632
6,561,976 1,370,452 68,697 (44,131) 7,819,600
2,049,571 8,806,729 (2) 917 - 10,855,383
293,737 4,700 —_ — 298,437
922,852 277,700 56,127 — 1,144,425
$21,579,931 $21,454,674 §$§ 275,923 $ —  $42,758,682

(2) Primarily acquisition of subsidiary company.
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WORLDWIDE ENERGY CORPORATION AND SUBSIDIARIES

SCHEDULE VI — ACCUMULATED DEPRECIATION AND
DEPLETION OF PROPERTY, PLANT AND EQUIPMENT

Column A Column B Column C Column D Column E Column F
Additions
Balance Charged Balance
Janualg 1, to Costs Other December 31,
197 and Expenses _Retirements Changes (1) 1979
Undeveloped Properties ............ccnu.. $ 633,500 $ 168,725 $ = $(45,072) $ 757,153
Developed Properties
| 727 e) B PRI A s SRR R T g 3,994,036 725,721 — 45,072 4,764,829
GaSCONITACES « v vvvvvnnerronerennnnnes 132,289 828,337 — — 960,626
Production Equipment .............cou.. 2,114,739 483,082 356 — 2,597,465
Gas Pipeline, Plant
Equipment and Rights-of-Way ......... 999,559 468,526 1,436 (938) 1,465,711
Mineral Properties...........coeivennann 5,243 — — — 5,243
OHhEr ASBLS cix <ioin si0mere isiminininis sisrmimimioia wibla 338,127 131,590 1772 938 468,883
$8,217,493 $2,805,981 $ 3,564 $ —  $11,019,910
(1) Transfers and miscellaneous adjustments.
Column A Column B Column C Column D Column E Column F
Additions
Balance Charged Balance
January 1, to Costs Other December 31,
197 and Expenses Retirements Changes (1) 1978
Undeveloped Properties ............00uu $ 514,856 $ 118,644 8 — $ — § 633,500
Developed Properties
Leaseholds ......convvenveenninnennns 3,173,640 820,396 — — 3,994,036
A8 COTETACER | e o asea i ot winin. sinivin winiainia — 132,289 — — 132,289
Production Equipment ............cvnn.. 1,584,296 531,266 823 — 2,114,739
Gas Pipeline, Plant
Equipment and Rights-of-Way ......... 785,645 219,726 5,812 — 999,559
Mineral Properties........coovivnenennss — 5,243 — — 5,243
OtherASSEtS . . ccoove wmmenins inaaoteid SaTbiow 246,504 89,916 — 1,707 338,127
$6,304,941 $1,917,480 $ 6,635 $1,707 $ 8,217,493

(1) Transfers and miscellaneous adjustments.
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