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Corporate Pr_ofile

otal Petroleum (North America) Ltd. is active in
I exploration and production in Canada and the U.S,,
and refining and marketing in the Mid-continent U.S.

A strong land position and long life reserves are the
foundation of TOTAL's Canadian operations. Exploration
and production in the U.S. commenced in the early 1970's.
Reserves and production have been growing steadily.

Through expansion and acquisitions, refining capacity
has increased to 150,000 barrels per day in three locations:
Alma, Michigan; Arkansas City, Kansas; and Ardmore,
Oklahoma. Two refineries have been upgraded to produce
a high yield of light oils and the Ardmore refinery is in the
process of being similarly upgraded.

Through company-owned service stations and indepen-
dent distributors, TOTAL markets in 22 Mid-continent and
Great Lakes states under the brand names TOTAL, BEST,
APCO and VICKERS.

Reflecting TOTAL's expansion of activities in the Mid-
continent, new executive headquarters were opened in
Denver, Colorado in August of 1981 and management
functions previously located in different cities are now
concentrated in Denver.

Total Petroleum (North America) Ltd. shares are listed
on the American, Toronto, Montreal and Pacific Coast stock
exchanges. Compagnie Francaise des Peétroles of Paris,
France, owns approximately 50% of the voting shares of
Total Petroleum (North America) Ltd.



Highlights

1981 1980

OPERATING Crude oil production (barrels per day) 9,866 10,427
Natural gas sales (thousands of cubic feet per day) 50,038 51,618

Proved crude oil reserves (barrels) 28,764,000 30,731,000

Proved gas reserves (thousands of cubic feet) 312,904,000 288,106,000

Refinery input (barrels per day) (i) 134,259 129,655

Refined product sales (barrels per day) (ii) 140,369 162,243

1981 1989

FINANCIAL Total revenue $2,380,538,000 $1,604,537,000
(W8 Dolars) Net income (loss) N (63,608,000) 47,749,000
Net income (loss) per share (4.12) 2.30

Funds provided by operations (iii) (6,269,000) 110,681,000

Capital expenditures (iv) 109,121,000 66,866,000

Shareholders’ equity 280,720,000 357,879,000

Total assets 1,098,417,000 1,155,017,000

(i) Includes Ardmore, Oklahoma refinery’s average daily input for three months of 1980.
(ii) Includes Vickers Division's average daily refined product sales for three months of 1980.
(iii) Net income plus income charges not affecting working capital in the year. Refer to Consolidated Statement

of Changes in Financial Position for other sources and uses of funds.

(iv) Excludes acquisition of certain assets from Traverse Corporation and Vickers Petroleum Corporation.
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To Our Shareholders

fter six years of sustained growth 1981 marked a severe
setback for TOTAL. Changes in world petroleum mar-
kets, amplified by TOTAL's particular situation, caused
this setback. We are reassessing our strategies, and making or
planning necessary adjustments to our assets and operations
that, we are confident, will restore satisfactory profitability
when markets return to more normal conditions.

In financial terms, the year 1981 resulted in a deficit of
funds provided by operations (cash flow) of ($6,269,000)
versus a cash flow of $110,681,000 in 1980, and a net loss of
($63,608,000) versus net income of $47,749,000 in 1980.

These results were caused primarily by a drastic reduction in
U.S. refining and marketing margins. Production cash flow from
Canada, which had increased steadily over the years, declined
10% under the effects of the National Energy Program. Cash
flow was also adversely affected by the interest costs associated
with our 1980 acquisitions and with high inventories. On the
positive side, production cash flow from the U.S. increased 37%.

The major factors which affected the petroleum industry in
1981 are well known.

Demand for petroleum products continued to decline below
all forecasts. Consumption of all petroleurn products in the U.S.
declined 5.8% in 1981 versus 1980, and stood at 15% below the
peak of 1978. Gasoline demand declined 4.2% versus 1980, and
was 13% below the peak of 1978. Current indications are that
the decline is continuing.

In the face of weak demand and high inventories, crude oil
costs inthe U.S. received two jolts at the beginning of 1981:
another round of OPEC price increases and, on January 28, the
sudden removal of U.S. price controls that were to be phased
out by October 1. Product prices never caught up with crude oil
costs, and to make matters worse, wide price disparities per-
sisted between U.S. domestic crude oil, low priced Saudi oil,
high priced African oil, and spot market crude oil of various
kinds, until Saudi Arabia forced a reunification of OPEC prices
in October. These disparities seriously affected the relative
competitiveness of individual refiners.

These adverse developments occurred at a critical time in
TOTAL’s history. Confident of the long term potential and of our
specific strengths, we had just expanded our marketing outlets
and refining capacity by the Vickers acquisition. We faced a
changing and difficult environment at the time we were inte-
grating two companies and implementing a major corporate and
geographical reorganization.

The effects of market changes on TOTAL, and the actions we
took to deal with them, are highlighted in the Refining and
Marketing section of this report. The most important action
involved a shifting of crude oil supplies from foreign to domestic
sources. This took almost a year to accomplish, because of prior
commitments to foreign supplies that had proved very benefi-
cialin prior years. Other actions included reducing inventories,
improving upgrading capabilities at the refineries, and improv-

ing the efficiency of the retail network. Meanwhile, competitive
pressures continued unabated, and the net result of our efforts
was only to bring refining and marketing cash flow back from a
negative $52 million in the first half year to a near break even
position in the second half year.

TOTAL's capital expenditures in 1981 amounted to $109 mil-
lion, versus $67 million in 1980. More than half, namely $58
million, was spent in exploration and development in the U.S.
Our efforts of the past few years have resulted in a number of
economically attractive drilling opportunities, enhanced by the
decontrol of crude oil prices. We also continued to expand and
upgrade our exploratory acreage.

In Canada, our capital program was slowed in the course of
the year because of the uncertainties of the National Energy
Program. We spent $26 million, primarily to maintain our pros-
pective acreage. In the process we continued to significantly
increase our shut-in gas reserves, most of which are in the
Elmworth area.

Capital expenditures of $20 million in the refining and mar-
keting area were devoted primarily to the upgrading of the
Arkansas City and Ardmore refineries.

In spite of the drastic reduction of cash flow, we could main-
tain our capital program because of our financial flexibility,
which was put to its most severe test in 1981.

After such a turbulent and frustrating year, it is appropriate
to assess TOTAL's position for 1982 and beyond.

Our strategies of the past few years rested on these basic
premises:

1. An outstanding land position, long-life proved reserves, and
large potential gas reserves in Western Canada.

2. Expertise at operating and upgrading refineries, and man-
aging gasoline retail networks.

3. A goal to become a larger producer of oil and gas in the U.S.
through acquisitions and exploration.

In 1981, the first two premises were seriously shaken, for
different reasons, with different future outlooks.

In Canada, the 1980 National Energy Program, confirmed in
September of 1981, imposes economic ground rules that con-
trast starkly with the excellent geological potential of Canada,
and indeed frustrate the development of this potential. More
troubling than the economics, though, is the political content of
the NEP which discriminates against “foreign’ companies. We
must reluctantly face reality, and consider all options available
to maximize the value of Canadian assets to our shareholders.
These may include the sale of all or part of our Canadian assets,
or transactions to increase the degree of Canadian ownership of
our Canadian operations. We have retained investment bankers
to assist us in this effort. Meanwhile, we carefully control capital
expenditures in order to maintain our assets while in no event
spending more cash in Canada than we generate there.



Our second premise appeared shaken in 1981, because of the
sudden change in the economics of refining and marketing.
However, we remain confident about the long term outlook for
this segment of our business, once the necessary adjustments
have taken place within the industry and within our own opera-
tions. The sudden change in economics resulted from the con-
junction of the return to an unregulated market with a sharp
drop in demand caused by price-induced conservation and a
weak economy. The complex logistics of the petroleum industry
and the lead times of its capital investments are such that reac-
tions cannot be as quick as changes in the environment such as
occurred in 1981, and earlierin 1974.

It is generally accepted that demand for petroleum products
will not grow appreciably in the coming decade. This means
that crude oil production, inventories and prices will be adjusted
downward to reflect the reduced demand level: this adjustment
is already in progress.

This also means that the current operable refining capacity in
the U.S. will remain in excess of demand. Market forces, and the
industry’'s drive toward efficiency and competitiveness should
cause the closing of additional refining capacity beyond the
approximately 2 million barrels per day that were shut down in
1981. Once these capacity adjustments have taken place, the
industry, as in the past, should return to a cycle of profitability
for efficient operators.

This scenario assumes no major supply interruption caused
by political events, which remains a constant threat.

In this adjustment process, each company will base its deci-
sions on its particular circumstances. TOTAL has already
achieved substantial progress in making its crude oil supplies
more competitive and in reducing inventories. Our operations
and assets enjoy a number of positive features in the current
and prospective environment:

— Our retail network, concentrated in high volume urban
areas, provides an assured outlet for a substantial share of our
refinery production, at very low cost.

— The combined gasoline demand of our retail network and
of our jobber network, spread over 22 states, remains higher
than the maximum gasoline production of our refineries, even
allowing for declining market demand.

— Our refineries already have a competitive yield structure,
and we anticipate further progress in upgrading residual fuel oil
into gasoline and distillates.

We will have to make some yet undetermined adjustments to
our operations and our assets to meet future market conditions;
but basically, our system of supply, refining and marketing, is
sound, balanced, and well positioned to be competitive and to
return to profitability once industry-wide adjustments have
restored a proper balance between supply, demand, and
capacities.

Our third premise, rather a goal, was to become a larger
producer of oil and gas in the U.S. We have made significant
progress towards this goal since the early 1970’s. The econom-
ics of many prospects in the U.S. remain very attractive. Gas
prices are assured of continued increases with or without accel-
erated decontrol. We have considerably enhanced our land
position and staff capabilities over the last few years. We will
continue to allocate a substantial share of our capital resources
to U.S. oil and gas operations, and leverage our investments
through participation of financial partners. Depending on our
financial position and opportunities, we will continue to con-
sider acquisitions of oil and gas reserves in the U.S.

As mentioned earlier, TOTAL's financial flexibility was put to
a severe test in 1981. We entered the year with a high level of

debt incurred for the Vickers acquisition. Because of the lack of
cash flow, capital expenditures had to be financed primarily by
an additional $79 million of long-term debt and a $49 million
reduction of working capital. The increasing level of debt, com-
bined with high interest rates, inflated interest expenses to $68
million, which contributed largely to our corporate cash flow
deficit.

QOur lines of credit, and our capacity to borrow on our oil and
gas reserves, are in excess of anticipated needs in the worst
scenarios; thus our financial flexibility remains substantial.
However, reduction of interest expenses through reduction of
debt is now a primary corporate objective. It will be pursued in
several ways:

m First and foremost, by our efforts to restore operating cash
flow, but this depends largely on market factors.

® Second, by controlling capital expenditures: the 1982 capital
budget is directed towards the maintenance of assets and
projects with a high expected rate of return. It currently
stands at $88 million versus $109 million in 1981. It allows for

the continuation of our exploration momentum in the U.S.,

leveraged by farm-outs or participation by outside investors.

The 1982 capital program will remain flexible.

m Third, by further reducing inventories of crude oil and fin-
ished products.
= Fourth, the recently announced acquisition of Supron Energy

Corporation by Allied Corporation and Continental Group,

Inc., will generate $58 million of cash for TOTAL as our in-

vestment in Supron is liquidated.

m Fifth, a modification of our corporate structure in Canada
might involve a cash resource for TOTAL.

TOTAL's financial flexibility allows the Company to pursue
worthwhile economic objectives, while simultaneously working
towards the financial objectives mentioned above.

After the storm of 1981, 1982 is likely to be a period of adjust-
ment, in an environment that appears to be less erratic than in
1981, but equally challenging. Severe competitive conditions
are expected to continue in the refining and marketing sector;
however, we are steadily improving our control of operating
factors to direct the process of our own adjustments. We will
work diligently to find a satisfactory solution to our Canadian
dilemma, and continue to enhance our U. S. exploration
and production.

TOTAL will spare no efforts to improve its operations and
assets, but some help from the market will be needed to return
to satisfactory levels of cash flow.

Our efforts are, in effect, the efforts of all the employees of
Total Petroleum. [ am pleased to take this opportunity to ex-
press my appreciation for their professional dedication during
the past year, in which they were simultaneously confronted
with a major internal reorganization and a revolutionized busi-
ness environment. I also express my confidence that they will
live up to the challenge of the adjustments and the recovery, so
that, in future years, we will again have the pleasure of report-
ing to our shareholders on the growth of their investment in
TOTAL.

On behalf of the Board of Directors,

Philippe Dunoyer, President




cash flow increased 19% in 1981 versus 1980, to

$74.2 million. U.S. production cash flow increased
37%, to $52.6 million, more than offsetting a 10% decline
in Canadian production cash flow, to $21.6 million (U.S.).
The decline in Canadian production cash flow was a re-
flection of the Canadian National Energy Program.

On an energy equivalent basis (6 MCF of gas = 1 barrel
of oil), combined U.S. and Canadian reserves, net of pro-
duction, increased 3% in 1981 to 80.9 million equivalent
barrels, as a result of exploration and development drilling
activities in the U.S. and Canada.

Exploration and production activities have been steadily
increasing in the U.S. TOTAL's most significant areas of
success were in the Montana/Dakotas region of the Willis-
ton Basin, the Niagaran reef trend in northern Michigan,
and the Texas Gulf Coast onshore.

In Canada, activities in the EImworth area of West Cen-
tral Alberta added significantly to our gas reserves, while
drilling at Red Earth extended a new oil play. However,
because of the disappointing economics of the Canadian
National Energy Program we have reduced our 1982 capi-
tal program in Canada.

T OTAL's combined U.S. and Canadian production
C

Exploration and Development

UNITED STATES: During the eight years TOTAL has been
engaged in exploration and development in the U.S., 1981
was our most active year. Considerable experience has
been gained by our professional staff in major exploratory
areas of the United States, such as the Williston Basin, the
Michigan northem reef trend and the Gulf Coast. At the
same time, our portfolio of undeveloped acreage has been
consistently enlarged and upgraded.

In 1981, TOTAL’s capital commitments for U.S. explora-
tion and development increased to $58.1 million, more than
twice the 1980 level, resulting in our participation in
160 wells.

Williston Basin - Our 1981 activities in the Williston Basin
were concentrated in the Richland-Roosevelt/Sioux Pass

Exploration and Production

area of Montana and the McGregor area of North Dakota.
TOTAL participated in 47 wells with a 65% success ratio.
The major objective is the oil-bearing Red River formation,
with secondary objectives often being encountered at shal-
lower levels. TOTAL's working interest averages about 41%
in the Williston Basin.

In July, 1981, TOTAL purchased 16,000 undeveloped
net acres in the West Nesson area of North Dakota from
Depco, Inc. We will have an active exploration campaign on
this acreage as well as a significant development program
in the already successful McGregor area. In 1982, TOTAL
will continue an active exploration and development pro-
gram in the Williston Basin area.

Michigan - TOTAL participated in 24 wells in Michigan in
1981 of which 15 were farmed out. Twelve were success-
ful oil wells, of which two at the Rotary Camp field were
particularly significant, adding approximately 275,000 net
barrels to our reserves. Several secondary recovery proj-
ects are currently underway or planned in Michigan.

Gulf Coast - In the Gulf Coast area TOTAL participated in
66 wells in 1981. One of the most significant results was a
gas discovery in the lower Wilcox formation at the Rancho
Solo prospect in Duval County, Texas. TOTAL’s working
interest in this discovery is 50%. During the present year,
we plan to continue development at Rancho Solo where
some additional exploratory drilling could also take place.

In 1981, two wells at the Kirkbride prospect in Hidalgo
County, Texas added 2.3 billion cubic feet (BCF) to TOTAL's
net U.S. gas reserves. Kirkbride now accounts for about
4.5 million cubic feet per day (MMCFD) of TOTAL's U.S.
gas production. Two additional development wells are
presently being drilled in the prospect.

Production from Block 755 in the Federal offshore Texas
area, where TOTAL's working interest is 10%, is expected
to go on stream in 1982. Other oil and gas discoveries were
made on Blocks 555, 700 and 713 where TOTAL has work-
ing interests ranging from 1.5% to 10%.

In 1980, TOTAL acquired a 100% interest in 1,148
acres comprising the western portion of Dauphin Island in



One of TOTAL's gas
wells in the Rancho
Solo prospect in
Duval County, Texas
(far left) which
accounts for several
million cubic feet per
day. TOTAL has work-
ing interests in por-
tions of Dauphin
Island (left) near

Mobhile Bay. The
Germundson Rye 3-1
(below) an oil pro-
ducer from the
Nesson formation in
the McGregor area
of North Dakota in
Williston Basin.




Mobile Bay, Alabama. Late in 1981, TOTAL contributed its
100% interest in the portion of the Island lying within
offshare Block 90 in exchange for a 19-1/4% interest in all
of Block 90. TOTAL retains its 100% interest in the acres of
the Island lease lying outside Block 90. Negotiations are in
progress with participants in adjacent blocks to drill a joint
exploratory well.

During 1981, TOTAL added two additional blocks to its
existing four blocks in the South Padre Island area in the
Federal waters of offshore Texas.

CANADA: Last year's exploration and development efforts
in Canada continued to be concentrated in the Elmworth
region of Western Alberta. Capital expenditures in Canada
were $25.9 million (U.S.), similar to 1980 expenditures and
in excess of 1981 Canadian cash flow. Expenditures were
primarily directed to the maintenance of prospective acre-
age and the delineation of undeveloped reserves. In the
current year, TOTAL’s Canadian capital program will be
subject to similar limitations and will continue to stress the
enhancement of existing assets.

Elmworth - In 1981, TOTAL drilled 17 wells in the Elm-
worth area with a 73% success ratio. This resulted in the
addition of over 40 BCF to our proven gas reserves and
over 17 BCF to probable reserves. By way of comparison,
TOTAL's current annual gas production in Canada is about
7.6 BCF.

The oil discovery in the Wembley/Hythe area of Elm-
worth was successfully extended to the northwest with
the completion of three additional oil wells. In addition, this
extension proved up sizeable reserves of gas and conden-
sate in the Doig formation which underlies the oil bearing
Halfway formation.

Other areas - During 1981, TOTAL followed up on a 1980
oil discovery at Red Earth in North Central Alberta. Eight
wells were drilled, of which four were completed as oil
wells and two more are awaiting completion. We plan to
drill two additional wells at Red Earth this year. The oil
produced from these wells qualifies for the “"new oil’* price

(i.e., "world price”) under the National Energy Program.

At the heavy oll steam injection project in North
Battleford, Saskatchewan, where TOTAL has a 33-1/3%
interest, a second steam recovery plant was constructed in
order to extend the experiment to an adjacent tract where
sufficient reserves had been established.

TOTAL has farmed out parts of its interest and is being
carried for its share of drilling commitments in both the
Beaufort Sea and Labrador. In the Beaufort Sea, one well
drilled in 1981 was dry and abandoned while a small
quantity of oil was recovered in one of the Labrador wells.

Reserves and Production

UNITED STATES: At year end, TOTAL's proved reserves
in the U.S. amounted to 7.6 million barrels of oil and 59.8
BCF of gas. Additions to proved reserves during the year
(on an energy equivalent basis) came within 2% of replac-
ing production. The majority of additions to oil reserves
occurred in the Williston Basin and in Michigan. Increased
gas reserves were mainly attributable to activities in the
Gulf Coast.

In 1981, TOTAL's daily average production amounted
to 4,460 barrels of oil (4% lower than in 1980) and 29.2
million cubic feet of gas (2% lower). U.S. production
cash flow increased 37% to $52.6 million, reflecting
increased prices.

CANADA: Canadian oil reserves declined about 8% to
21.1 million barrels during 1981, as production exceeded
new discoveries. Gas reserves, net of 1981 production,
increased by 25.3 BCF, or 11%, to 253 BCF. On an energy
equivalent basis Canadian oil and gas reserves increased
4%. The increase in gas reserves was mainly the result
of drilling in the Elmworth area.

Our Canadian oil production declined about 7% in 1981
compared to 1980, while Canadian gas production declined
about 5%. The cil production decline was mainly attribut-
able to the production cutback ordered by the Province of
Alberta during its negotiations with the Federal Govern-
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ment over the National Energy Program. Gas production
continued to be restricted due to a lack of market demand.
It should be noted that at current production rates, TOTAL's
vear end 1881 Canadian gas reserves would last 33 years.

A contract for additional gas exports from the Elmworth
region, currently under negotiation, could lead to a sub-
stantial increase in gas production by 1984.

Outlook

In the United States, a free market for oil and phased
decontrol of natural gas make exploration and production
economically attractive. TOTAL can capitalize on a
number of opportunities in 1982 through the follow-up

of late 1981 discoveries and continued exploration, partic-
ularly on our expanded Williston Basin and Gulf Coast
acreage.

In Canada, the National Energy Program has seriously
reduced the incentives to explore, particularly for foreign
controlled companies. As discussed in the President’s let-
ter, TOTAL is considering all options available to maximize
the value of its Canadian assets to its shareholders. In the
meantime, we will conduct a carefully controlled explora-
tion and development program with two major objectives:
maintain, and possibly enhance the value of our gas-prone
acreage, particularly in the Elmworth region; develop new
oil prospects which, even though of limited scope, are the
only economically attractive ventures under the new pric-
ing policies.

Drilling Activity
Exploratory Wells 1981 1980
- Gross Net Gross Net
CANADA (] 19 6.2 5 1.8
Gas 28 10.2 30 7.5
Dry/Suspended 34 10.4 35 8.1
81 26.8 70 17.4
UNITED (] 17 33 4 .6
wIATES gay 8 1.5 1 -
Dry!Suspendepl 51 11.1 16 5.6
76 15.9 21 6.2
Total Exploratory Wells 157 42.7 91 23.6
Development Wells B
CANADA (] 2 1 4 2:0
Gas — - 3 R
Dry/Suspended — - 1 7
2 1 8 3.4
UNITED  (j] 31 6.9 23 5.1
SIATES  Gag 24 2.2 18 2.2
riDry/ Suspended 29 5.5 14 4.0
84 14.6 55 113
Total Development Wells 86 15.6 63 14.7
Total Wells 243 58.3 154

38.3




0il Production Natural Gas Sales Remaining Proved Oil Reserves ~ Remaining Proved Gas Reserves

4 20 40 320
= — -
(Millions of Barrels) (Billions of Cubic Feet)

— —
(Millions of Barrels (Billions of Cubic Feet
per year) per vear)

W usa
. Canada
77 78 79 B0 81 77 78 79 B0 Bl —
Consolidated Land Holdings at December 31, 1981
Petroleum and Reservations, Total
Natural Gas Leases Permits and Licenses
Gross Net Gross Net Gross Net
British Columbia 641,516 201,110 5,189 529 646,715 201,639
Alberta 1,187,975 555,693 398,325 175,879 1,586,300 731,672
Saskatchewan 74,404 24,970 — - 74,404 24,969
Ontario 43,366 21,683 — — 43,366 21,683
Northwest Territories 82,111 54,972 663,436 110,738 745,648 165,710
Arctic - — 37,782 3,230 37,782 3,230
Labrador (Offshore) — — 16,459,420 345,648 16,459,420 345,648
CANADA 2,029,372 858,428 17,564,162 636,024 19,693,535 1,494,451
Michigan 431,107 229,771 — — 431,107 229,771
Texas Onshore 347,000 95,000 — — 347,000 95,000
Texas Offshore 80,000 47,000 — — 80,000 47,000
Rocky Mountain Area 1,019,885 230,793 — — 1,019,885 230,793
Other States 123,024 7,344 — — 123,024 7,344
UNITED STATES 2,001,016 609,908 — — 2,001,016 609,908
TOTAL 4,030,388 1,468,336 17,564,162 636,024 21,594,561 2,104,359
Production Statistics
Crude 0Oil Production 1981 1980
(before royalties) Revenue Cash Flow Revenue Cash Flow
Bbls. BPD Per Bbl. (i) Per Bbl. (ii) Bbls. BPD Per Bbl. (i) Per Bbl. (ii)
Canada 1,973,013 5,406 $15.69 $ 6.65 2,114,694 5,778 $13.47 $ 6.61
United States 1,627,788 4,460 $34.67 $19.31 1,701,489 4,649 $20.11 $11.72
TOTAL 3,600,801 9,866 3,816,183 10,427
Natural Gas Sales
(before royalties) Revenue Cash Flow Revenue Cash Flow
MCF MCFPD Per MCF (i) Per MCEF (ii) MCF MCFPD Per MCF (i) Per MCF (ii)
Canada 7,611,496 20,853 $ 2.34 $ 1.15 8,011,670 21,890 $ 2.32 $ 1.31
United State_s 10,652,348 29,185 $ 2.60 $ 2.20 10,880,607 29,728 $ 217 $ 1.36
TOTAL 18,263,845 50,038 18,892,277 51,618

(i) Average revenue per barrel or MCF, before royalties, stated in U.S. dollars.
(ii) Revenue per barrel or MCF less royalties and operating costs.



%@ Refining and Marketing

year for its refining and marketing operations. The

sudden and sweeping changes that affected the
entire U.S. refining industry resulted in the direct opposite.
After four years of increasing profitability, refining and
marketing operations sustained severe losses in 1981.
Refining and marketing cash flow was a deficit of
$58,463,000 compared to a positive $85,956,000 in
1980. Most of the cash flow deficit, namely $52,101,000,
was incurred during the first half year; while during the
second half year, the cash flow deficit was reduced to
$6,362,000.

The year 1981 therefore became a period of adjustment
with the goal of setting the stage to improve the Company’s
competitiveness in 1982.

Certain industry-wide factors contributed to the 1981
unfavorable results:
® Petroleum price and allocation regulations in the U.S.

were abolished suddenly on January 28, 1981, whereas

they had been scheduled to be phased out gradually by

October 1.
= Another round of OPEC price increases occurred at the

end of 1980.

» Refined products demand in the U.S. decreased sharply,
reflecting price-induced conservation and an eroding
economy.

A high level of interest rates throughout 1981 increased
the holding cost of inventories.

Throughout 1981, large price disparities existed among
various foreign crude oils, particularly high priced Afri-
can crude oils and low priced Saudi Arabian crude oils.
» Domestic crude oil prices declined in the second quarter
of 1981 but foreign crude prices were not adjusted to
reflect world conditions until later in the year. This
created price differentials as large as $6 per barrel
between the delivered cost of domestic crude oil and
certain foreign crude oils.

For most of 1981, product prices were at levels that
allowed profitability only if domestically priced crude oil
was used in refining operations.

These were the principal industry-wide factors that had
a negative impact on the U.S. refining and marketing in-

At the outset of 1981, TOTAL anticipated another good

10

dustry. Their effect on each company within the industry

differed, depending upon the company’s position with

respect to:

® Levels of crude oil and product inventories.

= The level, terms and duration of contractual foreign
crude oil supplies versus domestic crude oil supplies.

® The level of refinery runs necessary to support con-
tractual crude oil supplies, as opposed to the optimum
runs related to reduced product demand and the need
to reduce inventories.

Refining and Supply

At year end 1980, TOTAL's crude oil and refined product
inventories were high relative to the product demand of
1981, in part due to the October 1980 acquisition of Vickers
Petroleum with its inventories.

In late 1980, TOTAL made foreign crude oil supply com-
mitments in the expectation that the level of refining oper-
ations in 1981, including the newly acquired Vickers oper-
ation, would match 1980 levels. Decreased demand for
petroleum products and the necessity to reduce inventories
resulted in optimum crude oil runs falling significantly
below our committed levels of supply. While we were able
to negotiate sizable reductions in foreign supplies during
the second quarter, these obligations could not be entirely
eliminated until year end. As the chart, Selected Crude Oil
Prices (page 12) indicates, pressures of the market place
gradually brought prices for crude oils of different sources
into line; but in the meantime refiners such as TOTAL, still
committed to sizable purchases of African crude oils at
official prices, were at a severe disadvantage. Qur domes-
tic crude oil cost peaked at about $39 per barrel in April
and dropped to about $35.50 by September, but foreign
crude oil purchases did not allow our raw material costs to
drop as fast as domestic crude oil prices.

As domestic crude oil prices declined $3/bbl. in the sec-
ond quarter, product prices also declined by similar
amounts. A corresponding decline in foreign crude oil
costs did not occur until the fourth quarter. For TOTAL,
and others with foreign supply commitments, this situa-
tion was the largest single factor contributing to the un-
satisfactory refining and marketing results of 1981.



The vacuum tower of
the crude unit at the
Ardmore refinery (far
left). TOTAL markets
under the brand
names of TOTAL,
APCO, BEST and
VICKERS. Nearly all
Company stations are
self-serve.
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During 1981, we were successful in increasing our TOTAL. By year end the two organizations had been

supplies of domestic crude oil and other domestic raw successfully consolidated with resulting efficiencies and

materials by about 50%. We can now supply approximately  cost savings.
70% of our full refinery capacity from domestic sources.

We have eliminated all term obligations for the supply of Marketing

offshore crude oil. This gives us considerable flexibility to Termination of petroleum price and allocation regula-
adjust refinery runs to suit market fluctuations, and also tions in early 1981 had a significant impact on the mar-
allows flexibility to move in and out of the crude oil and keting segment of our industry. After a slight increase
product markets as profitable opportunities appear. immediately after decontrol, product prices eroded

At year end crude oil inventories had been reduced near  Steadily due to the renewed competition stemming from
minimum working levels. Further reductions of both crude ~ free market forces and lower demand. The nationwide

oil and product inventories will continue. average wholesale price for regular gasoline was $0.985
The operating performance of our three refineries in per gallon on January 1, 1981; it peaked at $1.104 per

1981 was mixed. The Alma refinery operated very effi- gallon in March, 1981 and declined to $1.017 per gallon

ciently and met its objectives. The newly acquired Ard- by February 24, 1982,

more, Oklahoma refinery progressed ahead of schedule in Gasoline demand in 1981 was down 4.2% from 1980

refining efficiency with light oil yields well above our initial ~ While middle distillate and residual fuel oil demand de-

projections. During the second quarter of 1982 we will clined 4.6% and 19.9% respectively from 1980 levels.

start operating a new residual oil upgrading unit at the Despite these adverse marketing conditions, TOTAL's

Ardmore refinery. This unit will further enhance our ability ~ retail operations generated cash flow in 1981 and we

to convert low value residual products into gasoline and achieved a number of goals that strengthened our com-

middle distillates. petitive position. Most important was the integration of
The Arkansas City refinery encountered several

mechanical problems throughout the year, which pre- $/BEL Selected Crude Oil Prices 1978-1981

vented the refinery from achieving its 1981 operating 40

goals. We have been making progress in solving these —‘ | _|'I rri "“;:w

problems and expect a more efficient operation in 1982. ,.—l" L ' —
The combined vield of light oils (gasoline, diesel fuel, =0, ‘ r gl |

r_|—"‘_' B

and home heating oil) at TOTAL's refineries at year end ‘
1981 was approximately 86%, up from 83% in the first
20

quarter of 1981. Combined gasoline yield at year end —
was approximately 65%, versus approximately 59%

during the first quarter. Our goal is to achieve a light - ! ey
products yield of 90% and a gasoline yield approaching S - ‘ —
70%. s
Despite the many problems that beset our refining |
and marketing operations during 1981, it was necessary - Tg?é bt ’1'917;' b l1[932)| FrT T -ig--sll—‘ =
for our staff to devote a considerable portion of its time — — - : =
and effort towards integrating Vickers Petroleum into 0 Q,iﬁiﬁﬁﬁ S;;'TCE',Q}'CE O P G
== ARABIAN LIGHT OFFICIAL AVERAGE EQUALIZED NATURAL
GAS CONTRACT PRICE
7Suu:l;e: Fetroleum Intelligence Weekly and The Petroleum Situation
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Vickers retail and wholesale marketing into TOTAL with
an overall improvement in operating efficiency and con-
siderable savings in overhead.

TOTAL's retail operations now encompass a nineteen
state area with 460 Company operated stations. This com-
pares with 129 Company operated stations in two states
prior to the Vickers acquisition. The large expansion of our
retail network was a key factor in maintaining a high level
of gasoline sales at the best possible prices under competi-
tive conditions.

During 1981, TOTAL expanded sales of non-petroleum
items such as cigarettes, soft drinks and snack items
throughout the Vickers retail network. Our goal is to offer
these items at all Company service stations by mid 1982.
Non-petroleum items have already made a significant con-
tribution to our retail profitability and we expect additional
profits in the current year.

Nearly all of TOTAL's Company operated stations are
self-service. Self-service is the fastest growing segment of
retail marketing and is currently estimated to account for
about two-thirds of all U.S. gasoline sales.

Last year, significant overhead savings were achieved
through consolidation of various retail offices, as well
as the consolidation of our credit card operations at a single
credit card center located in Alma, Michigan. During 1982,
we expect additional savings to result from the elimination
of most Company operated warehouses.

Although TOTAL's retail sales through Company oper-
ated stations now exceed 50% of all our gasoline sales, we
continue to maintain strong relationships with our branded
jobbers. In Michigan and Ohio, jobbers use the TOTAL
brand name while in the Mid-continent area all jobbers are
under the APCO brand name. Sales volumes through this
important channel decreased last year as a result of re-
duced demand and competitive conditions, but TOTAL has
been able to reduce the volume loss with the additions of
new jobbers.

Consumers’ demands are constantly changing and
TOTAL's marketing operations continue to evolve with such

==
(Millions of Gallons)

78 79 80 Bl

Industrial Products
B Light Fuel Oils
W Gasoline

changes. For example, all of our Company operated retail
stations now offer high octane gasoline. In 1982, we also
intend to increase the availability of diesel fuel at Company
stations.

Outlook

The demand for petroleum products is not expected to
grow appreciably in the 1980’s. Because of improved effi-
ciency of new vehicles, reduced demand for gasoline seems
assured for several years at least. Demand for other petro-
leum products may also decline as users substitute alter-
nate fuels. In addition, the low level of economic activity
has an impact on the use of petroleum products.

In 1981, the industry began to make adjustments to this
changing environment and more adjustments will be re-
quired in the current year and beyond. Refinery closings
and lower utilization rates indicate that such adjustments
are under way.

TOTAL is in a far better position to deal with this com-
petitive environment than it was a year ago. Nonrecurring
costs attributable to the Vickers integration are behind us;
crude oil supplies are competitive and flexible; inventories
are at a level that will allow us to react quickly to poten-
tially profitable opportunities; our refineries already have a
competitive yield structure and we anticipate further prog-
ress in upgrading residual fuel into light oils and improving
our saleable yields as well; and our retail network is highly
efficient and becoming more so while providing an assured
outlet for a significant portion of our refinery production.

Refining and marketing continues to be a cyclical busi-
ness. We are currently in a period of low margins, reflect-
ing highly competitive conditions. As adjustments take
place in the market and within the industry, we should
experience a return to a period of higher margins. Mean-
while, the actions we have taken in 1981, and continue to
take, will make us more competitive and enable us to re-
turn to satisfactory levels of cash flow when market condi-
tions improve.
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Selected Five-Year Data

1981 1980 1979 1978 1977
FINANCIAL Revenues $2,380,538 $1,604,537 $910,505 $572,310 $349,469
(in thousands of Net income (loss) (63,608) 47,749 29,871 14,416 12,964
U.5. dollars, Net income (loss) per share (4.12) 2.30 1.82 .98 1.01
except per share e
T Dividends per common share (Can. $) .48 .44 .29 5 .05
Funds provided by operations (6,269) 110,681 75,029 51,579 42,357
Capital expenditures 109,121 66,866 54,262 50,246 40,998
Acquisition expenditures 11,890 306,407 — 48,025 9,850
Total assets 1,098,417 1,155,017 624,262 440,554 346,690
Long-term debt 357,559 278,060 68,542 109,868 134,807
Shareholders’ equity 280,720 357,879 306,565 163,476 129,017
Ratio of debt to debt plus equity 56% 44% 18% 40% 51%
OFERATING Crude oil and condensate
Exploration and (thousands of barrels) —
Production Canada
Proved reserves at year-end 21,137 22,864 24,786 26,708 28,176
Production during year 1,973 2,115 2,336 2.020 1,929
United States
Proved reserves at year-end 7.628 7,867 7,022 7,240 8,614
Production during year 1,628 1,701 1,641 1,678 1,628
Natural gas (millions of cubic feet) —
Canada
Proved reserves at year-end 253,063 227,726 215,809 213,937 190,389
Sales during year 7,612 8,012 8,062 6,800 6,876
United States
Proved reserves at year-end 59,841 60,380 59,092 62,066 59,860
Sales during year 10,652 10,880 10,328 8,505 9,319
Gross land holdings (thousands of acres) —
Canada 19,594 25,261 25,235 28,626 32,092
United States 2,001 1,972 2,124 2,401 2,641
Net land holdings (thousands of acres) —
Canada 1,494 2,413 2,427 2,774 2,972
United States 610 584 658 633 728
Refining and Refinery input (thousands of barrels) 49,005 35,652 31,829 26,873 15317
Marketing Manufactured gasoline
(thousands of barrels) 30,417 21,818 20,402 16,573 8,074
Refined product sales
(thousands of barrels) 51,234 39,560 33,378 29,525 17,884
Gasoline sales (thousands of barrels) 36,311 27,815 22,967 20,088 11,407
15



Flnanclpl Review

Management Discussion and Analysis
The following discussion includes a brief description of signifi-
cant factors affecting the Company’s operations, its liquidity and
financial resources. The financial statements and the table of
Selected Five-Year Data provide financial and operating infor-
mation for the past five years and should be read in conjunction
with this discussion.

Results of Operations

The Company has two operating divisions — exploration and
production in Canada and the United States (U.S.), and refining
and marketing in the U.S. The Statement of Information by
Industry Segment and Geographic Area (the Statement) presents
revenues, funds provided by operations and operating profit with

details for amounts directly attributable to the divisions. Certain
administrative expenses and amounts included in other revenue,
net are incurred at the corporate level and, accordingly, are not
allocated to the divisions. Interest and income tax expense
(benefit) are also not allocated.

Exploration and Production

Funds provided by operations of the exploration and production
division have increased in each of the five years presented in the
Statement. Higher sales prices have been the principal reason for
the trend of rising funds. The following table presents an analysis
of the increase in funds provided during each year presented
compared to the prior year (in thousands of U.S. dollars):

1981 1980 1979
LI Canada ELSE Total Canada U.s. Total Canada 7U,S. Total
Increased sales revenues
(net of royalties) due to:
Sales quantities $(1,565) $ (135) $(1,700) $(1,495) $ 3,442 $ 1,947 $3,494 § 669 $4,163
Sales prices (784) 30,496 29,712 6,127 16,032 22,159 987 3,611 4,598
Other income 148 — 148 (30) (210) (240) 451 165 616
(2,201) 30,361 28,160 4,602 19,264 23,866 4,932 4,445 9,377
Increased operating and
administrative expenses (179) (16,106) (16,285) (745) (2,288) (3,033) (927) (1,357) (2,284)
Total increase in
funds provided $(2,380) $14,255 $11,875 $ 3,857 $16,976 $20,833 $4,005 $3,088 $7,093

In the U.S., sales gquantities increased in 1980 as the result of the
acquisition of producing properties from Traverse Corporation in
January, 1980. Increased sales prices contributed to the increase
in funds provided in each year presented. The “"phased decon-
trol” in 1980 and complete decontrol in 1981 of crude oil prices
resulted in very significant increases in funds due to sales prices.
To a lesser extent, natural gas prices increased in accordance
with provisions of the Natural Gas Policy Act. During the latter
part of 1981 and into early 1982 the industry witnessed decreas-
ing crude oil prices. This decrease has a favorable effect on the
Company as crude oil costs incurred by the refining and market-
ing division decrease dollar for dollar while the revenues net of
windfall profit tax from crude oil production decrease less than
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fifty cents on the dollar as the majority of the Company’s crude oil
production is taxed at the Tier I rate of 70%.

The large increase in operating and administrative expenses in
1981 was primarily due to increased windfall profit tax expense
based on crude oil prices which were entirely decontrolled on
January 28, 1981. In 1980 the tax was in effect for only ten
months and applied to partially decontrolled crude oil prices.
Windfall profit tax expense was $14.3 million in 1981 and $3.8
million in 1980.

In Canada, the National Energy Program (NEP) continues to
have a negative impact on the oil and gas industry. During 1981,
sales quantities decreased as the province of Alberta decreased
allowable crude oil production to express displeasure with



the Federal Government's NEP as proposed in 1980. Crude oil
production increased in 1979 due to Western Canadian crude oil
replacing crude oil imports in Eastern Canada and subsequently
decreased in 1980 as an increased crude oil supply reduced the
flow of western crude oil to the east. Even though the Company
has abundant natural gas production capacity in Canada, market
conditions held natural gas sales at a similar level each year.

A higher export price for natural gas was the principal reason
for increased funds in 1980. A slight decrease occurred in 1981
as a result of the 8% Petroleum and Natural Gas Revenue Tax
(PGRT), a provision of the NEP that is calculated on gross rev-
enues less lifting costs. The PGRT, which is applied to the entire
sales price of oil and gas, offset the increased revenues resulting
from the price increases allowed by the Federal Government.

On September 1, 1981 an agreement was reached between
Alberta and the Federal Government modifying the NEP as
originally proposed. Crude oil prices are scheduled to increase at
a faster rate in approaching world prices but unfortunately most
of the increased revenues are confiscated by way of taxation by
the provincial and federal governments. Provincial royalties, the
PGRT, which has been increased to an effective rate of 12%, and a
new tax, the Incremental Qil Revenue Tax, absorb most of the
increased revenue resulting from the September, 1981 agree-

ment. The producer is left with very little to reinvest in explora-
tion and development activities.

Overall, the Company anticipates an increase in Canadian
production that, along with projected U.S. natural gas price in-
creases, will offset the effect of reduced U.S. crude oil prices and
leave total 1982 funds provided at a level similar to 1981.

Depreciation and depletion attributable to the exploration and
production segment increased in 1980 and again in 1981. This
expense increases as costs to find and develop mineral reserves
increase. The Summary of Exploration, Development and Pro-
duction Activities provides additional information relative to costs
incurred, production volumes and recorded depletion expense.

Refining and Marketing

The trend of increasing funds provided by the Company’s refin-
ing and marketing division suffered a setback in 1981. This
segment of our business, which had increased funds provided by
operations from $12.6 million in 1976 to $86 million in 1980,
experienced a funds deficit of $58.5 million in 1981.

The following table provides an anaylsis of the increase or
decrease in funds provided by the refining and marketing divi-
sion during each year presented compared to the prior year
(in thousands of U.S. dollars);

1981 1980 1979
Increase (decrease) in revenues:
Sales related to acquired assets increased due to —
Sales quantities $ 600,965 $161,707 $ -
Sales prices 140,245 110,941 —
741,210 272,648 —
Other sales increased (decreased) due to —
Sales quantities (143,567) (9,987) 62,000
Sales prices 160,636 396,354 269,677
Increase (decrease) in other income (2,011) 1,207 473
756,268 660,222 332,150
Increased cost of purchased crude oil, products and merchandise due to:
Purchase quantities (328,455) (146,168) (46,211)
Purchase prices (432,863) (434,478) (236,540)
(761,318) (580,646) (282,751)
Increased operating, marketing and administrative expenses: :
Related to acquired assets (101,000) (19,242) -
Other (38.369) (32,438) (21,431)
(139,369) (51,680) (21,431)
Total increase (decrease) in funds provided $(144,419) $ 27,806 $ 27,968

The table shows that the dramatic increases in 1981 revenues,
materials costs and expenses resulted from the acquisition of
Vickers Petroleum in late 1980. More importantly, the table pro-
vides the basic explanation of the 1981 setback — materials costs
increased more than revenues during the year with the result
that all increased expenses were a reduction of funds provided.

The industry’s markets for crude oil and for finished petroleum
products operated in opposite directions throughout most of the
year. Faced with high inventory levels, demand below all fore-
casts and increased competition in an environment freed of gov-
ernmental controls, product prices moved downward throughout
most of the year. On the other hand, crude oil price declines,

17



which came only in the latter part of the year, never caught up
with declining product prices. This caused drastic reductions in
refinery margins throughout the entire industry.

TOTAL's particular situation was further aggravated by foreign
crude oil supply commitments which were at considerably higher
prices than available domestic or spot market crude oils. These
foreign crude oil supply obligations, which had served the Com-
pany well in the past, were negotiated downward during the year
but could not be entirely eliminated until year-end.

These adverse market conditions occurred just as the Com-
pany was in the process of integrating the Vickers’ assets and
implementing a major corporate relocation. The internal change
added complexity to dealing with the dramatic changes that were
occurring in the marketplace. Despite these less than desirable
conditions, considerable progress was made in coping with the
adverse market conditions and improving the efficiency of the
refining and marketing assets. Crude oil supplies were shifted
from foreign to domestic sources. By year-end, the combined
vield of higher-value light products (gasoline and fuel oils) at our
refineries had been increased from 83 percent early in the year
to approximately 86 percent. Combined gasoline yield was in-
creased to approximately 65 percent from 59 percent. Progress
continued on the $15 million upgrading program at the Ardmore,
Oklahoma refinery which will further improve combined refinery
yields when completed in mid-1982. The marketing organization
completed the integration of the Vickers retail and wholesale
marketing into TOTAL which has resulted in improved efficiency
and considerable savings in overhead costs. These actions helped
to reduce the funds deficit during the last half of 1981 and placed
the refining and marketing division in a better position to begin
1982.

At this time, it is not possible to predict 1982 refining and
marketing results. Since the start of 1982, demand for petroleum
products has continued to slide and product prices have con-
tinued their downward plunge. On the positive side though,
crude oil price declines have accelerated and adjustments are
being made throughout the industry to reduce refining capacity.

Operating, marketing and administrative expenses in 1981
nearly doubled from 1980. As indicated in the table, $101 million
of the increase relates to the assets acquired from Vickers —
principally the Ardmore, Oklahoma refinery and approximately
350 company-operated service stations. These assets were oper-
ated by the Company for a full year in 1981 versus only three
months of 1980. Depreciation expense for refining and marketing
assets in 1981 increased $11.5 million from 1980, principally
because of depreciation for a full year on the acquired assets.

General

Interest expense increased significantly in 1980 and 1981. The
1980 increase was due to the financing for the Vickers Petroleum
acquisition and for additional working capital requirements.
Approximately 75% of the 1981 increase relates to long-term
borrowings and was caused by the financing for Vickers which
was included in 1980 operations for three months and in 1981 for
the entire year. The remainder of the 1981 interest expense in-
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crease resulted from higher short-term borrowings.

Income tax expense (benefit) tends to vary directly with net
income (loss) before income taxes. The effective rate is increased
in loss periods and decreased during income periods by invest-
ment and other tax credits. The effective tax rates in 1980 and
1979 in both the United States and Canada were at a similar
level. The current year loss before income taxes resulted in the
1981 benefit for income taxes.

Financial Resources and Liquidity

As can be observed from the five years presented in the Consoli-
dated Financial Statements, the Company has grown significantly
in recent years. To a large degree this growth came from acquisi-
tions which were primarily financed by new equity and long-term
debt. The Company’s strategy has been to borrow to finance
acquisitions, raise new equity when market conditions are favor-
able in order to restore flexibility to the balance sheet, and devote
cash flow to normal operations. This strategy can be illustrated
with events of 1979 and 1980. In 1979, $117 million was raised
from the sale of 2.8 million Preferred shares. Ninety-five million
dollars of the proceeds was placed in short-term investments to
be held for acquisitions, while the remaining proceeds were used
to prepay long-term debt. The $95 million of short-term invest-
ments plus $16 million of equity raised from exercise of warrants,
and $216 million of additional long-term borrowings were used
to finance capital expenditures for acquisitions of $306 million in
1980.

In 1981, external financial sources weremneeded to finance the
majority of the Company’s normal capital expenditures because
of the large decrease in cash flow. Working capital reductions
supported operations and other financial requirements. The
working capital reduction includes increased short-term bank
debt of $93 million. Even though cash flow from operations
continues to suffer from the drastically reduced refining and
marketing margins, external financing may not be required in
1982. Projections for 1982 include the following major cash items
(in thousands of U.S. dollars):

Liquidation of investment in

Supron Energy Corporation $ 58,000
Refund of taxes receivable 40,000
Capital expenditures, net (85,000)
Scheduled repayment of long-term debt (24,000)

$(11,000)

Providing that cash flow from operations (excluding the gain
on the Supron investment) exceeds about $11 million plus an
amount to cover dividends, the indebtedness at December 31,
1981 could be reduced during 1982. In addition, the Company
may sell certain of its properties in 1982. The amount of such
transactions, if any, cannot be predicted at this time.

The Company's short-term liquidity is much stronger than the



December 31, 1981 elements of working capital indicate. The
approximate replacement cost of inventories at December 31,
1981 is $290 million or nearly $150 million in excess of the LIFO
cost amounts reflected in working capital in the Consolidated
Financial Statements. In addition, committed and uncommitted
bank lines for short-term borrowings aggregated approximately
$212 million against which the Company has drawn $98 million

at December 31, 1981. Subject to new financing arrangements,
the Company expects the availability of these lines to continue.

Financing on a long-term basis remains available to the Com-
pany. The Company’s oil and gas properties are unencumbered
at the end of 1981 and could be utilized to support significant
new debt.

Market Information and Dividends

Principal markets for the Company’s common shares (TPN) are
the Toronto Stock Exchange in Canada and the American Stock
Exchange in the United States. There were approximately 6,200
holders of record of the Company’s common shares on March

5, 1982.

The high and low sales prices of the common shares and the
dividend paid during each quarterly period were as follows:

1981 1980
1 2 3 4 1 2 3 4
Toronto Stock Exchange High 24Ys 223 25% 207 362 31 30%2 32%
(Can. $) Low 21% 193% 117 16% 20 23 26 24V,
American Stock Exchange High 23% 21% 21 1758 31% 27 25% 27%
(U.S. %) Low 17% 16 103 11 16Ya 21% 2214 221
Dividend per share (Can. $) e e (P O e S [ SR )

The Canadian government imposes no limitations on rights of
United States persons holding equity shares in the Company. The
Canada-United States reciprocal tax convention states that the
withholding tax rate on dividends paid to U.S. shareholders shall
not exceed 15%. The Company has been withholding on such
dividends at a 15% rate since the last quarter of 1981 pending the
passage of a proposed amendment to the Income Tax Act Canada

which would eliminate the 5% reduction allowed for corporations
having a specified degree of Canadian ownership. Previously,
withholding on dividends was at the reduced 10% rate.

Quarterly Results

The following summarizes certain quarterly financial information for
1981 and 1980 (in thousands of U.S. dollars except per share amounts):

Quarter Ended
March June September December

1981 31 30 30 31 Total
Revenue $603,115 $539,084 $583,401 $654,938 $2,380,538
Contribution to profit* (26,890) (19,876) 15215 (10,563) (66,114)
Income tax benefit (21,270) (14,030) (9,900) (15,050) (60,250)
Net loss (17,832) (21,578) (9,531) (14,667) (63,608)
Net loss per share (1.14) (1.36) (.66) (.96) (4.12)
1980

Revenue $314,589 $326,531 $313,548 $649,869 $1,604,537
Contribution to profit™® 18,805 38,655 27,937 20,036 105,433
Provision for income taxes 7,300 16,500 10,800 500 35,100
Net income 8,071 18,291 14,261 7,126 47,749
Net income per share .38 .89 .69 33 2.30

*Income (loss) before interest charges and provision for income taxes.

Net loss for the fourth quarter of 1981 includes approximately
$2 million of expense related to an increase in the depletion rate
from that applied in earlier quarters and other adjustments. The

fourth quarter of 1980 included income of approximately $4
million because of a downward revision in the income tax rate
and other adjustments.
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Consolidated Balance Sheet

Total Petroleum (North America) Ltd. and Subsidiaries

(Thousands of U.S. dollars)

December 31 1981 1980

ASSETS s Cash $ 10784 $ 22,930

Short-term investments 30,839 34,696

Accounts and notes receivable 189,773 298,148

Taxes receivable 40,000 -

Inventories of purchased crude oil and products 125,868 136,343

Inventories of merchandise, materials and supplies 15,625 13,603

Prepaid expenses and other 4,536 7,665

Total current assets 417,425 513,175

Other assets 10,505 4,932

Property, plant and equipment, net (*‘full cost” method) 670,487 636,910

$1,098,417 $1,155,017

LIABILITIES Accounts payable (Note 10) $ 216,844 § 348,033

Notes payable 98,000 5,000

Accrued taxes 29,843 72,127

Other accrued liabilities 35,520 21,123

Current portion of long-term debt 24,561 5,375

Total current liabilities 404,768 451,658

Long-term debt 357,559 278,060

DEFERRED CREDIT Deferred income taxes 55,370 N 67,420
SHAREHOLDER-S‘ EQUITY Capital Stock

Preferred shares 116,599 116,602

Common shares 30,743 30,675

Contributed surplus 92,213 92,213

Retained earnings 41,165 118,389

280,720 357879

$1,098,417 $1,155,017
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Consolidated Statement of Changes in Financial Position

Total Petroleum (North America) Ltd. and Subsidiaries

(Thousands of U.S. dollars)

1981 1980 1979 1978 1977
FUNDS Net income (loss) $(63608) $ 47,749 $ 29,871 $ 14,416 $ 12,964
PROVIDED BY Income charges (credits) not affecting working
DEERSS N capital in the year:
Depreciation and depletion 68,574 47,932 31,358 30,063 21,693
Deferred income taxes and other (11,235) 15,000 13,800 7,100 7,700
(6,269) 110,681 75,029 51,579 42,357
FUNDS USED Capital expenditures 121,011 373,273 54,262 98,271 50,848
FOR Short-term investments held for acquisitions - - 94,500 - 40,000
Reduction of long-term borrowings 31,250 7,020 41,326 40,755 46,632
Dividends 13,616 12,719 3,818 2,306 1,320
Increase (decrease) in working capital (48,860) 46,087 438 499 5,889
Other 5,622 (149) 3,854 1,773 321
122,639 438,950 198,198 143,604 145,010
DEFICIT $128,908 $328,269 $123,169 §$ 92,025 $102,653
DEFICIT Property sales $ 18,860 $ 947 $ 6,133 §$§ 2,576 $ 2415
FINANCED BY Additional long-term borrowings 109,983 216,538 — 26,340 100,009
Liquidation of short-term investments — 94,500 — 40,000 —
Issuance of equity securities,
net of conversions 65 16,284 117,036 23,109 229
$128,908 $328,269 $123,169 §$ 92,025 $102,653
INCREASE Cash and short-term investments $ (16,003) $ 43,003 $ 4450 $ (6,385 § 7,223
(DECREASE) IN Accounts, taxes and notes receivable (68,375) 171,138 64,528 34,402 4,830
‘(’:"ﬁf}m‘} Inventories (8,353) 85,255 479 41,975 2,833
Prepaid expenses and other (3,019) 1,614 2,126 (2,649) 501
Accounts and notes payable and
other accrued liabilities 23,792 (212,679) (62,223) (57,881) (6,317)
Accrued taxes 42,284 (57,229) (9,612) (1,279) 345
Current portion of long-term debt (19,186) 14,985 690 (7,684) (3,526)
$ (48860) $ 46,087 § 438 § 499 $ 5,889
See Notes to Consolidated Financial Statements
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Consollc_l_a__ted Statgment of Income (Loss) and Retained Earnings

Total Petroleum (North America) Ltd. and Subsidiaries

(Thousands of U.S. dollars except per share amounts)

1981 1980 1979 1978 1977
REVENUE Net sales of refined products $2,271,802 $1,513,524 $854,509 $522,832 $306,135
Net sales of crude oil and natural gas 105,412 77,399 53,294 44,533 41,146
Other, net 3,324 13,614 2,702 4,945 2,188
2,380,538 1,604,537 910,505 572,310 349,469
EXPENSES Purchased crude oil, products

and merchandise (Note 10)

2,043,203 1,281,885 701,239 418,488 240,338

Operating 231,494 120,001 81,671 61,243 36,801

Marketing and administrative 93,381 49,286 30,902 27,078 22,281

Depreciation and depletion 68,574 47,932 31,358 30,063 21,693

Interest 67,744 22,584 13,564 14,322 7,392

Income taxes (60,250) 35,100 21,900 6,7QO 8,000

] 2,444,146 1,556,788 880,634 557,894 336,505

NET INCOME (LOSS) , 7 (63,608) 47,749 29,871 14,416 12,964
RETAINED Retained earnings at beginning of year 118,389 83,359 57,306 45,196 33,552
EARNINGS =y ) =

Dividends:

Preferred shares (6,863) (6,880) - (606) (845)
Common shares (6,753) (5,839) (3,818) (1,700) (475)

Retained earnings at end of year $ 41,165 $ 118,380 $ 83359 $ 57,306 $ 45,196

PER SHARE Net income (loss) $(4.12) $2.30 $1.82 $.98 $1.01
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Dividends :
Series A Preferred shares
Convertible Preferred shares (Can. $)
Ccmmon shares (Can. $)

— — - $.525 $ .70

_$ .48 $ 44 $ .29 $.15 $ .05

See Notes to Consolidated Financial Statements



Statement of Information by Industry Segment and Geographic Area

Total Petroleum (North America) Ltd. and Subsidiaries

(Thousands of U.S. dollars)

1981 1980 1979 1978 1977
REVENUE Exploration and production
Canada $ 25827 $ 28028 $ 23426 $ 18494 $ 16,507
LS. 80,355 49,994 30,730 26,285 25,023
Refining and marketing — U.S. 2,273,379 1,517,111 856,889 524,739 306,698
Unallocated 977 9,404 (540) 2,792 1,241
$2,380,538 $1,604,537 $910,505 $572,310 $349,469
FUNDS PROVIDED Exploration and production
BY OPERATIONS Canada $ 21502 $ 23972 $ 20,115 $ 16,110 $ 14,289
ELS: 52,621 38,366 21,390 18,302 18,441
Refining and marketing — U.S. (58,463) 85,956 58,060 30,092 17,613
Unallocated
Other income 977 9,404 2,459 2,792 1,241
Interest expense (66,929) (22,584) (13,564) (14,322) (7,392)
Income taxes 48,200 (20,100) (11,100) 400 (300)
Administrative (4,267) (4,333) (2,331) (1,795) (1,535)
$ (6,269) $ 110,681 $ 75,029 $ 51,579 $ 42,357
OPERATING Exploration and production
PROFIT Canada $ 13960 $ 16,819 $ 13,128 §$ 10,645 §$ 10,319
U.s. 17,427 11,801 4,301 (138) 3,990
Refining and marketing — U.S. (84,211) 71,742 50,778 23,934 14,341
Unallocated expenses, net (71,034) (17,513) (16,436) (13,325) (7,686)
$ (123,858) $ 82,849 §$ 51,771 $ 21,116 $ 20,964
CAPITAL Exploration and production
EXPENDITURES Canada $ 25984 $ 23,18 $ 20,484 $ 18,700 $ 11,885
U.s. 58,128 24,237 16,629 23,540 15,870
Refining and marketing — U.S.
Refining 15,783 11,882 12,650 4,144 11,140
Supply and transportation 3,035 3,264 1,932 1,404 1,024
Marketing 1,529 1,997 1,591 1,740 684
Administrative 4,662 2,301 976 718 395
109,121 66,866 54,262 50,246 40,998
{\cquisitions 11,890 306,407 - 48,025 9,850
$ 121,011 $ 373,273 $ 54,262 $ 98,271 $ 50,848
DEPRECIATION Exploration and production
AND DEPLETION Canada $ 7632 $ 7153 % 6987 $ 5465 $ 3,970
EEFENSE US. 35,194 26,565 17,089 18,440 14,451
Refining and marketing — U.S. 25,748 14,214 7,282 6,158 3,272
$ 68574 $ 47,932 $ 31,358 $ 30,063 $ 21,693
ASSETS AT Exploration and production
DECEMBER 31 Canada $ 145,907 $ 132,614 $115636 $105,339 $ 91,743
U.s. 170,123 139,470 97,383 96,933 93,141
Refining and marketing — U.S. 700,764 825,307 302,120 228,109 105,248
Unallocated 81,623 57.626 109,123 10,173 56,558
$1,008,417 $1,155,017 $624,262 $440,554 $346,690

See Notes to Consolidated Financial Statements
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Notes to Consolidated Financial Statements

1. Accounting Policles
The significant accounting policies followed by the Company
and its subsidiaries are presented here to assist the reader in
reviewing the financial information contained herein. The
Company’s accounting policies are based on generally accepted
accounting principles in the United States. Any material differ-
ences between those principles and the principles recom-
mended by the Canadian Institute of Chartered Accountants are
disclosed in the financial statements or the notes thereto.

Principles of Consolidation
The consolidated financial statements include the accounts of
all subsidiaries.

Business Segments (Classes of Business)

The Board of Directors has determined that the Company’s
operations can be divided into two business segments and such
determination is recorded in the minutes of a meeting of the
Board. Exploration and Production includes the exploration for,
and development and production of, petroleum and natural gas
reserves. Refining and Marketing includes the refining of crude
oil and the distribution and marketing of refined products.
Other income (principally financial) and expenses incurred at
the corporate level, including income taxes, are not allocated to
the segments. Unallocated assets are cash, short-term invest-
ments and taxes receivable.

Foreign Currency Translation

The Company presents the consolidated financial statements in
United States dollars because the majority of the transactions
and the major portion of the working capital and long-term debt
of the consolidated companies are in that currency. Canadian
assets and liabilities representing cash and amounts owing to or
by the Company are translated at the rate of exchange in effect
at the end of the period. Other assets (such as inventories and
property, plant and equipment) and deferred income taxes are
translated at historical rates. Operating results for the period
are translated at the monthly average rate of exchange during
the year; depreciation and depletion included in operating re-
sults are translated at historical rates. Currency translation
gains and losses, which are not material, are included in net
income (loss).
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Inventories

Inventories are valued at the lower of cost or net realizable
value. Cost of inventories of crude oil and refined products is
determined by the last-in, first-out method. Cost of other in-
ventories is determined by the first-in, first-out method with
respect to merchandise and by the average cost method for
materials and supplies. The replacement cost of inventories at
December 31, 1981 and 1980 was approximately $290,500,000
and $265,000,000 respectively.

Property, Plant and Equipment

Property, plant and equipment is carried at cost.

The Company follows the “full cost” method of accounting for
its exploration and production activities. All costs of exploring
for and developing oil and gas reserves are capitalized and
charged to operations over the life of estimated future produc-
tion (proved reserves) on the unit-of-production method. Pro-
ceeds from disposals are applied against such cost.
Depreciation is provided using the straight-line method based
on estimated useful lives.

Income Taxes

The Company’s subsidiaries located in the United States file a
consolidated tax return in that country while the parent com-
pany files a tax return in Canada for the Canadian operations.

The Company does not provide for taxes which would be pay-
able upon transfer of undistributed earnings of subsidiaries be-
cause management believes that either such earnings will not
be transferred in the foreseeable future or no tax expense would
be incurred because of available credits or deductions. At De-
cember 31, 1981, undistributed earnings of subsidiaries
amounted to $13,188,000.

Investment tax credits are applied as a reduction of income tax
expense in the period realized.

Other

Excise taxes collected from customers are excluded from the
Consolidated Statement of Income (Loss) and Retained Eam-
ings.

Sales of purchased crude oil are deducted from the related
purchases in the Consolidated Statement of Income (Loss) and
Retained Earnings.



2. Acquisitions

On October 2, 1980, the Company acquired all of the outstand-
ing capital stock of Vickers Petroleum Corporation, a wholly
owned subsidiary of Esmark, Inc. Immediately upon acquisition,
Vickers Petroleumn Corporation was liquidated into a wholly
owned subsidiary of the Company. The underlying assets ac-
quired included a refinery in Oklahoma and related pipeline
facilities and service station properties located in the United
States Mid-continent area. The cost of the acquired assets, as
measured by payments to the seller plus liabilities assumed and
certain income tax liabilities incurred upon liquidation of Vick-
ers, were attributed to current assets based on fair value with
the rernainder being attributed to property, plant and equip-
ment. This allocation resulted in working capital of approxi-
mately $60,000,000 and cost of properties aggregating

$276,211,000. The cost of properties includes $11,890,000
added in 1981 representing settlement of all disputed items.
Financing for the acquisition was provided by proceeds from
borrowings under revolving bank credits (see Note 4), liquida-
tion of short-term investments and working capital.

In 1981, the Company disposed of a portion of its interest in
petroleum and natural gas properties acquired in 1977. This
disposal resulted from the Foreign Investment Review Agency's
refusal to allow the acquisition on the grounds that it was not
likely to be of significant benefit to Canada. The interest was
sold for more than the proportionate cost of the properties,
with the gain being credited to the cost of property, plant and
equipment.

3. Property, Plant and Equipment
Property, plant and equipment is as follows (in thousands):

1981 1980
Exploration and production $426,824 $357,874
Refining 274,924 249,147
Marketing 117,274 130,062
Supply and transportation 60,440 42,338
Other 12,511 16,661
891,973 796,082

Accumulated depreciation and
depletion 221,486 159,172
$670,487 $636,910

4. Debt
The following summarizes the consolidated long-term debt (in
thousands):

1981 1980
Notes payable:
Due 1982, interest 82% $ 20,000 $ 20,000
Due 1983, interest 8% % 20,000 20,000
Due in five annual installments
beginning May 1, 1982, interest 8% 16,000 =
Revolving credits 270,000 210,000
Guaranteed 1432% Subordinated Notes
due October 1, 1986 40,000 -
Guaranteed 11%2% Sinking Fund
Debentures due December 31, 1990
(subordinated) 10,320 10,625
Production Payment — 10,660
Other secured debt at 5%2% to 10%2% 13,645 12,150
Less: unamortized discount (7,745) i
382,120 283,435
Current maturities 24,661 5,375
$357,559 $278,060
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In connection with the acquisition of Vickers Petroleum Cor-
poration in 1980, the Company entered into revolving credit
agreements with ten banks. The agreements provide for
maximum aggregate borrowings of $270,000,000 at rates
based on domestic or Eurodollar short-term market rates. Prior
to December 31, 1983 the Company may borrow any amount
desired from time to time up to the maximum. Any borrowings
outstanding on January 1, 1984 are payable in equal semi-
annual installments beginning on June 30, 1984 with the final
payment due on December 31, 1988.

On September 17, 1981, a subsidiary of the Company issued
$40,000,000 of 14%1% Subordinated Guaranteed Notes (Notes)
with detachable warrants to purchase 1,840,000 shares of Sup-
ron Energy Corporation common stock at $30.75 per share. The
Notes are guaranteed as to payment of principal and interest (on
a subordinated basis) by the Company. The warrants must be
exercised no later than October 1, 1982. The Notes were issued
at a discount which is being amortized over the period the Notes
are outstanding, resulting in an effective interest rate of 19%%.

The Guaranteed 11%2% Sinking Fund Debentures are payable
by a subsidiary and guaranteed as to payment of principal and
interest {(on a subordinated basis) by the Company. The sinking
fund provisions require annual payments of $1,740,000 from
December, 1981 through December, 1988 with the remaining
balance due on December 31, 1990. In 1979, the Company
elected to redeem $1,740,000 of the debentures effective
January 1, 1980. Because of this redemption and repurchases in
market transactions, sinking fund payments were not required
in 1981 and may be omitted in 1982, 1983 and 1984. Annual
payments of approximately $1,740,000 in 1985 through 1988
will be required with the remaining balance payable in 1990.

In satisfaction of all disputed items relating to the acquisition
of Vickers Petroleumn Corporation, the Company issued a
$16,000,000 note payable to Esmark, Inc. The note is due in
five annual installments of $3,200,000 each commencing on
May 1, 1982. The note was recorded at a discount which is
being amortized over the period of the note resulting in an
effective interest rate of 16%.

The purchaser of the production payment outstanding at De-
cember 31, 1980 received 65% of the revenues net of royalties
from specified properties. Payments were applied to interest at
0.85% above Canadian prime and to reduction of the primary
sum. During September, 1981 payment of the remaining pri-
mary sum was made.

Interest expense on long-term borrowings was:
1981 - $53,232,000 1978 - $12,930,000
1980 - $18,641,000 1977 - $ 7,024,000
1979 - $12,288,000
Minimum annual maturities of long-term debt for the next five
years are as follows:
1982 - $24,561,000
1983 - $24,070,000
1984 - $57,999,000

At December 31, 1981 the Company or its subsidiaries had
unused commitments from various banks for future borrowings
aggregating $54,500,000, all of which would be on a short-term
basis. Borrowings under such agreements would be at the
prime interest rate or at margins of %% to ¥2% over money
market rates. Commitment fees on the unused available credits
range from ¥4% to ¥2%. All of the commitments for short-term
borrowings may be withdrawn annually.

1985 - $59,794,000
1986 - $99,454,000

5. Income Taxes

Income (loss) before income taxes and the provision for income
tax expense (benefit) included in the Consolidated Statement

of Income (Loss) and Retained Earnings are as follows (in
thousands):

1981 1980 1_?79 1978 192
Income (loss) before income taxes:
15! $(140,193) $61,202 $42,230 $13,398 $12,255
Canadian 16,335 21,647 9,541 7,718 8,709
$(123,858) $82,849 851,771 $21,116 $20,964
Current tax provision payable (refundable):
U.S. $ (43,500) %$20,200 $ 3,850 $ 250 % —
Canadian 2,300 3,400 (850) (650) 300
Deferred tax provision:
is: (25,000) 5,600 13,700 4,450 5,015
Canadian 5,950 5,900 5,200 2,650 2,685
$ (60,250) $35,100 $21,900 $ 6,700 $ 8,000




Substantially all of the Canadian deferred tax provision results
from the deduction of exploration and development expendi-
tures on various bases which generally have the effect of per-
mitting such deduction to be made for tax purposes in advance
of the related deduction from income for book purposes. At
December 31, 1981, the Company had the following approxi-
mate deductions and credits available to reduce Canadian tax
payments which would otherwise be required in future years:

Property expenditures $ 9,200,000
Development expenditures $ 9,400,000
Capital cost allowance $ 4,500,000
Depletion allowance $24,600,000

The currently refundable U.S. tax provision reflects the U.S.

taxes previously paid that may be recovered under prescribed
loss carryback rules. The remainder of the 1981 loss applicable
to the U.S. (approximately $59,700,000) plus certain tax credits
(approximately $10,300,000) will be carried forward to reduce
U.S. taxes which would otherwise be payable. The future cash
benefit of these carryforwards is recorded in the U.S. deferred
tax provision.

Upon utilization, the benefits of these carryforwards will be
credited to the deferred income taxes in the balance sheet ex-
cept for approximately $5,900,000 related to Canadian deple-
tion which will be credited to income. The U.S. deferred tax
provision consists of timing differences related to the following
(in thousands):

1981 1980 1979 1978 1977
Exploration and development costs $ 4,500 $1,400 $ 2,200 $ 750 $1,415
Utilization of tax loss carryforward (27,500) — - 2,100 3,900
Revenue recognition differences (6,400) (2,500) 7,300 1,600 -
Depreciation expense 7,900 6,800 1,900 2,000 -
Allocation of purchase price
of acquired assets - — - (2,000) —
Investment tax credits (10,300) 1,100 3,900 (1,100) (1,000)
Other 6,800 (1,200) (1,600) 1,100 700
$(25,0000 $5,600 $13,700 $4,450 $5,015

Prior to 1981, investment tax credits are applied as a reduction
of the tax expense, thereby reducing the expense to an amount
below the statutory tax rate. Credits and special allowances in
Canada similarly reduce taxes otherwise payable. Royalty and

other payments to governments are not deductible for Canadian
federal income tax purposes. In 1981, investment tax credits
increased the tax benefit to an amount above the statutory tax
rate.

Income tax expense (benefit) is at rates other than the statutory U.S. income tax rate as follows (in thousands):

1981 1980 1979 1978 1977
Income (loss) before income taxes $(123,858) $82,849 $51,771 $21,116 $20,964
Statutory U.S. rate 46% 46% 46% 48% 48%
Tax provision at statutory rate (56,975 38,111 23,815 10,136 10,063
Differences:
Canadian taxes at rates higher
(lower) than U.S. rates 1,732 120 (40) (1,306) (393)
State income taxes and other (1,617) (106) 400 50 130
Investment and other tax credits (2,390) (2,225) (1,475) (1,380) (1,000)
Amortization of additional tax basis on
properties distributed as a dividend
by a subsidiary (1,000) (800) (800) (800) (800)
$ (60,250) $35,100 $21,900 $ 6,700 $ 8,000
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6. Capital Stock

The Company's authorized capital at December 31, 1981 con-
sists of 12,800,000 Preferred shares and 10,000,000 Second
Preferred shares without nominal or par value, issuable in
series, and an unlimited number of Common shares without

nominal or par value. 2,800,000 of the authorized Preferred
shares, 2,798,590 of which are outstanding at December 31,
1981, are designated as $2.88 Cumulative Redeemable Con-
vertible Preferred shares (“'Convertible Preferred shares’’).

Changes in issued capital stock and contributed surplus are as follows (in thousands of dollars):

Preferred Shares Common Shares

Number of Number of Contributed
Shares Amount Shares Amount Surplus
Balance January 1, 1979 - 8 — 15,400,953 $14,244 $91,926
Sales of Convertible Preferred
shares, net of expenses 2,800,000 116,665 - - =
Adjustments to 1978 Preferred
share conversion — - 264 —_ 3
Exercise of stock options
and warrants - — 42,611 84 284
Balance December 31, 1979 2,800,000 116,665 15,443,828 14,328 92,213
Exercise of stock options
and warrants — — 1,639,545 16,292 —
Adjustments to 1979 sale of
Convertible Preferred shares — (8) = = —
Conversion of Convertible Preferred
shares into Common shares (1,310) (55) 1,873 55 —
Balance December 31, 1980 2,798,690 116,602 17,085,246 30,675 92,213
Exercise of stock options and warrants - - 7,789 68 —
Redemption of Convertible
Preferred shares (100) (3) = = =
Balance December 31, 1981 2,798,590 $116,599 17,093,035 $30,743 $92,213

The holders of the Convertible Preferred shares are entitled to
receive fixed cumulative preferential cash dividends, if and
when declared by the Board of Directors, at an annual rate of
$2.88 (Can.) per share payable quarterly. The Convertible
Preferred shares are convertible into Common shares at any
time at the option of the holder at a conversion rate of 1.43
Common shares for each Convertible Preferred share. These
shares may be redeemed by the Company (but only under
certain conditions prior to December 20, 1983) at specified
prices declining from a high of $52.40 (Can.) per share to a low
of $50.00 (Can.) per share after December 20, 1989.

Warrants to purchase 1,588,445 Common shares at $10.00
(U.S.) per share were exercised in late 1980 prior to their
December 31, 1980 expiration. Warrants to purchase 40,587
Common shares had not been exercised by that date resulting
in adjustments in 1981.
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On April 29, 1981, the shareholders approved a resolution of the
Board of Directors extending the term of the 1975 Stock Option
Plan for Employees to November 30, 1990 and increasing the
shares authorized for granting of options from 400,000 to
900,000 Common shares. Options to purchase 360,150 of the
Company’s Common shares at prices ranging from $9.49 to
$22.75 (Can.) were outstanding at December 31, 1981 under
this plan, 188,650 of which were exercisable. This includes
options to purchase 314,850 Common shares granted in
December 1981 that can be exercised (subject to shareholder
approval) at the rate of 40% in the year granted and 20% in
each of the three years following the year granted. The options
previously granted may be exercised at any time within five
years of the date of the grant. No charges are made to income in
connection with the option plan.



7. Net Income (Lns:_s) Per S-h-are

The computation of net income (loss) per share in the Consoli-
dated Statement of Income (Loss) and Retained Earnings is
based on the weighted average shares outstanding during the
year. Prior to 1981, average shares include outstanding Com-
mon shares, Common shares that would be issued assuming
conversion of all Preferred shares and the incremental shares
that would be issued assuming all dilutive options and warrants
outstanding during the year were exercised at the beginning of
the year and the proceeds were used to purchase treasury
shares. In 1981, shares other than outstanding Common shares
were anti-dilutive and, therefore, not considered in average
shares outstanding. The net loss in 1981 plus dividends paid on
Preferred shares was used in computing the loss per share
amount.

Under Canadian practice, basic net income per share is calcu-
lated based on the net income available to Common shares (net
income less dividends on Preferred shares) and the weighted

average number of Common shares outstanding. The calcula-
tion of fully diluted net income per share is based on net income
increased by net earnings which would be realized from in-
vestment of proceeds received on exercise of warrants and op-
tions, divided by the Common shares outstanding including the
shares reserved for conversion of Preferred shares and exercise
of warrants and options. Basic and fully diluted net loss per
share are calculated based on the net loss available to Common
shares (net loss plus dividends on Preferred shares) and the
weighted average number of Common shares outstanding. Net
income (loss) per share pursuant to Canadian practice is as
follows:

1981 1980 1979 1978 1977
Basic $(4.12) $2.63 $1.94 $%$1.07 $1.186
Fully diluted $(4.12) $2.32 $1.81 $ 94 §$ .93

8. Penslon Plans
The Company and its subsidiaries have several separate pen-
sion plans covering substantially all of their employees. The
total pension expense for all plans, which includes amortization
of prior service costs over 30 years, was: 1981 - $2,960,000,
1980 - $1,635,000, 1979 - $2,089,000, 1978 - $1,945,000 and
1977 - $1,526,000. The information pertaining to 1981 includes
amounts relating to Vickers Petroleum Corporation pension
plans assumed by the Company. The Company funds at least
the pension expense described above.

At January 1, 1981, the net assets available for benefits (U.S.
pension plans) were $30,220,000 which exceeded the actuarial
present value of accumulated plan benefits of $22,330,000
(vested - $18,680,000 plus non-vested - $3,650,000).

The future rate of return assumed in determining the actuarial
present value of vested and non-vested accumulated plan ben-
efits is 7% per annum, compounded annually. Net assets are
stated at market values.

9. Quarterly Results

Unaudited information for the individual quarters of 1981 and
1980 is presented on page 19.
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10. Related Party Transactions
The Company purchased crude oil at contract prices from Total
International Limited, a wholly owned subsidiary of Compagnie
Frangaise des Petroles (CFP), a French corporation which owns
approximately 50% of the voting shares of the Company. The
contracts were for one-year periods ending each December 31,
with purchase prices based upon the posted prices of certain

African producing countries. The contracts were not renewed
in 1982.

11. Contingencles

Effective January 28, 1981, substantially all crude oil and re-
fined petroleum products were exempted from price and allo-
cation controls administered by the Department of Energy
(DOE). Nevertheless, the Company continues to be subject to
the possibility of alleged violations of the regulations as inter-
preted by the DOE for the control period.

On March 17, 1980, the Company received a Notice of Probable
Violation concerning certain processing agreements. The NOPV
does not state any monetary claim against the Company. On
September 26, 1980, the Company received a NOPV alleging
that the Company had improperly calculated allowable finished
product selling prices. The Company believes that it has settled
all civil claims and disputes with the DOE and during 1980
provided for all anticipated losses.

Various issues between the DOE and certain other companies
may result in retroactive refunds or increases in the prices of
crude oil purchased in periods prior to decontrol. The future
impact on the Company will depend on the outcome of litigation

The aggregate of such purchases was $385,000,000 in 1981,
$451,400,000 in 1980, $192,600,000 in 1979, $53,600,000 in
1978 and $33,800,000 in 1977. Accounts payable at December
31, 1980 include $36,900,000 (none in 1981) related to the
purchases described above.

and on the provisions to be established by the DOE in connec-
tion with implementation of decontrol.

On April 1, 1978, the Company acquired a refinery and certain
related U.S. assets from Apco Oil Corporation. Since the closing
date, the Company and Apco have been unable to agree upon
the purchase price for the inventories and accounts receivable.
The Company has also asserted claims against Apco based
upon the allegations, among others, that Apco has breached
certain covenants and warranties. The amounts at contro-
versy in the litigation add to approximately $10 million, which
amounts the Company withheld from payments to Apco. Any
additional payments would be added to the cost of the refinery
and other facilities.

The Company believes that the liabilities, if any, that it might
incur upon the resolution of all unresolved issues will not be
materially important in relation to the Company’s financial
position.

12. Exploration and Production Activities

See Summary of Exploration, Development and Production
Activities on Page 32 for audited information.

13. Subsequent Event — Short-term Investments

The amount of short-term investments represents the cost of
such investment. Substantially all of the 1981 amount repre-
sents 1,866,000 shares of Supron Energy Corporation common
stock. Approximately 1,505,000 of these shares were sold pur-
suant to a tender offer during the first quarter of 1982. The
Company received $56,000,000 for these shares and the war-
rants which were exercised by other holders. The Company’s
gain on this first step of the merger transaction was
$23,000,000.
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Report of Management

The financial statements and all information in this report
are the responsibility of management. The financial state-
ments have been prepared in conformity with generally
accepted accounting principles appropriate in the circum-
stances and, therefore, include amounts that are based on
informed judgements and management’s estimates. Other
financial information in the report is consistent with that in
the financial statements.

Management depends upon the Company’s system of
internal controls in meeting its responsibilities for reliable
financial statements. This system provides reasonable as-
surance that assets are safeguarded and that transactions
are properly recorded and executed in accordance with
management's authorization. There are limits inherent in
all systems of internal accounting control based on the
recognition that the cost of such system should not exceed
the benefits to be derived. The Company believes its sys-
tem provides this appropriate balance.

Report of Independent Accountants

The Company's independent accountants, Price Water-
house, have examined the financial statements as de-
scribed in their report included herein. Their role is to
render an independent professional opinion on manage-
ment’s financial statements to the extent required by
generally accepted auditing standards.

The Audit Committee of the Board of Directors, which
includes a majority of directors who are not employees of
the Company, is responsible for reviewing the accounting
principles and practices employed by the Company and
reviewing the Company’s annual financial statements prior
to their issuance. The Audit Committee meets periodically
with the independent accountants and management to re-
view the work of each and ensure that each is properly
discharging its responsibilities. The independent accoun-
tants are entitled to call a meeting of the Committee and
are invited to discuss any matters they deem appropriate,
with or without management being present.

To the Shareholders of
Total Petroleum (North America) Ltd.

In our opinion, the accompanying consolidated balance
sheet and the related consolidated statements of income
(loss) and retained earnings and of changes in financial
position present fairly the financial position of Total Petro-
leum (North America) Ltd. and its subsidiaries at De-
cember 31, 1981 and 1980, and the results of their opera-
tions and the changes in their financial position for each of
the five years in the period ended December 31, 1981, in
conformity with generally accepted accounting principles
consistently applied. Our examinations of these statements
were made in accordance with generally accepted auditing
standards and accordingly included such tests of the ac-
counting records and such other auditing procedures as
we considered necessary in the circumstances.

PRICE WATERHOUSE

Denver, Colorado
February 5, 1982, except for Note 13 as to which the date is

March 15, 1982.
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Summary of Exploration, Development and Production Activities

Capitalized Costs and Net Revenues (Audited)

The information below provides additional details concerning which evaluation has been completed. Unproved properties in-
the Company's oil and gas exploration and production activities cludes lease acquisition costs for properties not yet proved or
from 1979 through 1981. The capitalized cost at the end of the abandoned plus the cost of wells drilling at the end of the year.
year categorizes the gross cost of exploration and production Net revenues from oil and gas production are revenues less
properties. The cost of proved properties includes all costs for royalties, production expenses and windfall profit tax.

(Thousands of U.S. dollars)

= Canada =~ Uos ~ Tol
Capitalized cost at
December 31: 1981 - Proved properties $144,320 $234,107 $378,427
Unproved properties B 15,661 32.736 48,397
$159,981 $266,843 $426,824
1980 - Proved properties $117,914 $174,618 $292,532
Unproved properties 31,017 34,325 65,342
$148,931 $208,943 $357,874
1979 - Proved properties $ 96,129 $122,245 $218,374
Unproved properties 29,617 20:711 50,328

$125,746 $142_,E3_56 $268,_7(_)2

Accumulated depletion at

December 31: 1981 $ 27,733 $116,695 $144,428
1980 $ 24,311 $ 81,501 $105,812
1979 $ 17,198 $ 54996 §$ 72,194

Net revenues from oil and

gas production: 1981 $ 21,903 §$ 54,616 $ 76,519
1980 $ 24,193 $ 40,305 $ 64,498
1979 $ 20,205 $ 23,457 $ 43,662
Costs Incurred (Audited)
Property acquisition costs are those costs incurred to purchase, drilling exploratory wells and carrying costs of undeveloped
lease or otherwise acquire property and includes the purchase properties. Development costs are incurred to obtain access to
of proved properties of $30,053,000 in 1980. Exploration costs proved reserves and to provide facilities for extracting, treating,
include costs of identifying areas that may warrant examination  gathering and storing the oil and gas. Production or lifting costs
and in examining specific areas that are considered to have include severance taxes and costs to operate and maintain wells
prospects of containing oil and gas reserves, including costs of and related equipment.

F

.
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(Thousands of U.S. dollars)

Canada u.s. Total

Costs incurred in the year for: 1981 - Property acquisition $ 3,257 $ 13,511 $ 16,768
Exploration 17,997 23,874 41,871
Development 4,730 20,743 25,473

Total capitalized $ 25984 § 58,128 $ 84,112
Production (lifting) 3,154 $ 11,490 $ 14,644

1980 - Property acquisition 3,387 $ 46,315 $ 49,702
Exploration 14,028 10,919 24,947
Development 5,770 9,089 14,859

Total capitalized $ 23,185 §$ 66,323 $ 89,508
Production (lifting) 3,212 9,689 $ 12,901

1979 - Property acquisition 3,871 2,930 6,801
Exploration 9,010 7,555 16,565
Development 7,603 6,144 13,747

Total capitalized $ 20,484 $ 16,629 $ 37,113
Production (lifting) $ 2568 & 7064 § 0,632

As indicated in Note 1, depletion is charged over the life of
estimated future production on the unit-of-production method.
Under this method the depletion rate per equivalent barrel is
computed by dividing proved reserves into the accumulated
undepleted cost of exploration and production properties and
estimated future development cost. The rate per barrel is then

multiplied by the equivalent barrels of sales during the year to
determine the charge to expense. Natural gas reserves and
sales are measured in cubic feet and then converted to equiva-
lent barrels of crude oil based on relative energy content (six
thousand cubic feet of gas equals one equivalent barrel).

(Thousands of U.S. dollars)

Canada :S: Total
Depletion expense charged:
1981 $ 7,502 $ 35,194 $ 42,696
1980 $ 7,153 $ 28565 § 33,718
1979 $ 6987 $ 17,089 §$ 24,076
Depletion expense per
equivalent barrel: 1981 $ 23118 8.83
1980 $ 2.07 % 7.56
1979 S LR by Sl
Reserve Quantities

The following table presents the estimated quantities of proved
oil and gas reserves at December 31, 1978, 1979, 1980 and
1981 and details for changes in such quantities during 1979
through 1981. These estimates do not include any amounts for

probable or possible reserves. Natural gas liquids are combined
with crude oil quantities. The reserve quantities are before
deduction for royalties. Oil quantities are expressed in millions
of barrels. Gas volumes are stated in billions of cubic feet.
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Canada u.s. Total

Oil Gas Oil Gas 0il Gas

Proved developed and undeveloped reserves -
Reserves at December 31, 1978
Increase (decrease) in 1979 due to:
Revisions of previous estimates
Extensions and discoveries
Production
Purchases of reserves in place

26.71 213.94 7.24 62.07 33.95 276.01

(.34) (2.12) .85 .84 i | (1.28)
.76 12.05 .46 3.51 1.22 15.56
(2.34) (8.06) (1.64) (10.33) (3.98) (18.39)
— - 10 3.00 2151 3.00

Reserves at December 31, 1979
Increase (decrease) in 1980 due to:
Revisions of previous estimates
Extensions and discoveries
Production
Purchases of reserves in place

24.79 215.81 7.02 59.09 31.81 274.90

(.39) 1.26 .60 1.29 .21 2.55
.58 18.65 .34 5.30 .92 23.95
(2.11) (8.01) (1.70) (10.88) (3.81) (18.89)
= — 1.60 5.60 1.60 5.60

Reserves at December 31, 1980
Increase (decrease) in 1981 due to:
Revisions of previous estimates
Extensions and discoveries
Production
Sales of reserves in place

22.87 227.71 7.86 60.40 30.73 288.11

.38 (4.81) .40 (.45) .78 (5.26)
1.10 42.33 1.00 10.54 2.10 52.87
(1.97) (7.61) (1.63) (10.65) (3.60) (18.26)
(1.25) (4.56) — - (1.25) (4.56)

Reserves at Dgcfember 31, 1981

21.13 253.06 7.63 59.84 28.76 312.90

Proved developed reserves included above at -
December 31, 1978
December 31, 1979
December 31, 1980
December 31, 1981

26.71 213.94 6.88 61.94 33.589 275.88
24.79 215.81 6.71 58.97 31.50 274.78
22.87 227.71 7.43 60.07 30.30 287.78
21.13 253.06 7.37 58.45 28.50 312.51

Proved reserves are the estimated quantities of crude oil,
natural gas and natural gas liquids which geological and en-
gineering data demonstrate with reasonable certainty to be
recoverable in future years from known reservoirs under exist-
ing economic and operating conditions; i.e., prices and costs as
of the date the estimate is made. The Company believes that its
estimates are based on reasonable judgements and interpreta-
tions of available information, although it is possible that the
ultimate recovery of hydrocarbons from the proved reserves will
be significantly different from the quantities reported herein.

Future Net Revenues from Proved Reserves

The amounts for estimated future net revenues from proved
reserves are based on prices and costs in effect at the end of
1981 which are assumed to continue for all future periods
except for price escalation provisions in sales contracts. Deduc-
tion was made for royalties, severance taxes, lifting costs,
windfall profits tax and future development expenditures that
will be required to produce the estimated reserves. No consid-
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eration was given to income taxes nor any possible reduction in
windfall profits tax as a result of application of the net income
limitation on “‘windfall profit.’

Provisions of the Canadian National Energy Program, as
modified in the September 1, 1981 agreement with Alberta,
were considered in determining future net revenues. The 16%
Petroleum and Gas Revenue Tax levied on gross operating
revenues less lifting costs has the effect of reducing total future
net revenues from proved reserves in Canada approximately
$112,000,000 before discount ($46,600,000 after discount). The
Incremental Oil Revenue Tax, levied upon the increased old
oil"’ sales price allowed producers in the September 1 agree-
ment, results in a further reduction of future net revenues in
the amount of $20,900,000 before discount ($8,700,000 after
discount). The value of the Company’s Canadian oil and gas
reserves has not been significantly increased as a result of the
National Energy Program. The net revenue amounts related to
Canadian reserves were translated to U.S. dollars at the ex-
change rate in effect at the end of the year.



Future net revenues at December 31, 1981 are estimated to be
realized as follows (in millions):

Canada :Se Total
1982 $ 242 §$ 429 $67.1
1983 25.5 30.7 56.2
1984 23.1 22.3 45.4
1985 and beyond 356.5 100.6  457.1
$429.3 $196.5 $625.8

Present value (discounted at 10%) of estimated future net rev-
enues at December 31 (in millions):

Canada S Total
1981 $179 $139 $318
1980 $166 $138 $304
1979 $140 $103 $243

Summary of 0il and Gas Activities

The Summary presents the results of oil and gas exploration
and production activities on the basis of evaluation of dis-
coveries, adjusted for the effects of revisions to prior year
estimates and other items. Conventional financial statements
measure operating profit as oil and gas revenues reduced by
production expenses, depletion charges, and overhead and ad-
ministrative expenses attributable to current year activities.
Under Reserve Recognition Accounting (RRA) the results of oil
and gas activities before taxes (the conceptual equivalent of
operating profit) includes the change in present value of esti-
mated future net revenues, thereby recognizing the economic
significance of discoveries, the effects of changing prices on
previously discovered reserves and accretion of value as cash
flows are realized. Depletion charges are replaced by direct
charges of costs evaluated during the year.

The amounts under net present value of proved reserves are
calculated under procedures prescribed by the Securities and
Exchange Commission (SEC) as described under “'Future Net
Revenues from Proved Reserves' above.

Funds Flow represents the actual costs incurred and actual
net revenues received during the current year. Proceeds from
sales of proved reserves are also included.

Deferred Costs adjust the Funds Flow to defer current year
costs not yet evaluated and to charge previously deferred costs
which were evaluated during the current year. Gains and losses
resulting from purchases of proved reserves are deferred and
subsequently recognized in accordance with the SEC guidelines.

Net Present Value of Proved Reserves includes the following:
m Discoveries and extensions - present value of future revenues,

before deduction of future development and production costs,

from proved reserves added during the current year.

m Revisions: Changes in prices - effect of change in prices on
present value of reserves proved in prior years. In 1981, a
decrease in U.S crude oil prices was offset by increasing gas
prices.

m Revisions: Other - includes changes to reserve quantities
proved in prior years, timing of production and changes in the
translation rate for Canadian reserves.

m Interest Factor - represents the addition of value caused by
accretion of discount and is calculated on estimated future
revenues net of future development and production costs.

Provision for Income Taxes - the provision per the Funds Flow
column is based upon income realized and deductions and
credits allowable in the current year assuming no limitation on
their utilization. The provision attributable to the Results of Oil
and Gas Activities includes, in addition to the current taxes, the
taxes which may become payable in future years (calculated at
tax rates in effect at the end of the year) less the amount
similarly calculated as of the beginning of the year.
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Summary of 0il and Gas Actlvities on the Basls of Reserve Recognition Accounting

(in thousands)
Year ended December 31 1981 1980 1979
Net
Present
Value of
Funds Deferred Proved
Flow Costs Reserves Results of Qil and Gas Activities
Additions to estimated proved
reserves:
Discoveries and extensions $ 60,527 $ 60,527 $ 27,380 $ 21,629
Revisions to estimates of
reserves proved in
prior years-
Changes in prices 7,216 7,216 56,199 54,042
Other 20,234 20.234 1,108 4,962
Interest factor 28,117 28,117 28,711 22,075

116,094 116,094 113,398 102,708
Costs incurred/evaluated:
Property acquisition
(excluding purchases of

proved reserves) $(16,768) $ 6,994 — (9,774) (4,985) (5,168)
Exploration (41,871) 4,095 - (37,776) (24,977) (15,843)
Development (25,473) 2,932 - (22,541) (12,794) (13,393)

Present value of estimated
future development and
production costs related to -

Discoveries and

extensions = = (11,829) (11,829) (4,765) (3,778)
Changes in prior
year estimates — — (2,422) (2,422) (6,961) (21,311)
Net revenues from sales of
oil and gas 76,519 - (76,519) - - _
Overhead and administrative
expenses (2,306) — — (2,306) (2,161) (2,157)
Purchases of proved reserves - (615) - (615) (1,620) 353
SES_Qf proved reserves 10,818 — (10,818) - - —
Subtotal 919 13,406 14,506 28,831 55,135 41,411
_Ir_lc_o_me tax provision (benefit) (60) 18,700 28,900 19,500
Net change or amount $ 979 $ 10131 $ 26,235 § 21,911
Balance, beginning of year 42,603 303,157
Balance, end of year $ 56,009 $317,663
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Financial Data Adjusted for Changing Prices

The financial statements included in this report are prepared on
the basis of historical costs. The conventional accounting model
reports the actual number of dollars received or expended
without regard to changes in the purchasing power of the
currency or changes in the cost of goods consumed. Deprecia-
tion and depletion charges are deducted from revenues in the
calculation of net income even though the dollars expended to
acquire properties in prior years had a different value, in terms
of general purchasing power, than the value of revenues re-
ceived in the current year. This mixing of transactions from
various periods in which the dollars have differing values dis-
torts the conventional measures of financial performance.

The accompanying schedules present the estimated effects
of changing prices on certain financial information. Prices of
specific goods and services change for many reasons in addition
to the changes caused by the general decline in the value of the
dollar. Any attempt to reflect the effects of changing prices on
financial information involves the use of assumptions, approxi-
mations and estimates. Therefore, the resulting information
should be regarded as an estimate of the effect of inflation, not
a precise measure.

The constant dollar data adjusts the historical cost financial
information to dollars having common units of measurement by
use of an index which measures inflation. This price index, the
Consumer Price Index for All Urban Consumers, measures the
changes in the purchasing power of the dollars as such changes
affect U.S. consumers as a group. The results of the approach do
not purport to represent appraised value, replacement cost or
any other measure of the current value of the underlying assets.
The historical information was translated into average 1981
dollars.

The current cost disclosure measures the impact of changes
in specific prices of inventories and property, plant, and equip-
ment from the dates they were originally purchased to the
present.

Property, Plant and Equipment
Property, plant and equipment (PPE) — computed by grouping
related assets together and applying specific indices to his-
torical costs. The costs related to exploration and production
activities, approximately 40% of the PPE balance, are esti-
mates of the amounts that would be required had past drilling
and development costs been incurred at today’s prices. The
results do not represent the current cost of finding or pur-
chasing a similar quantity of oil and gas reserves.

During 1981, indices most commonly used in the petroleum
industry were applied to the remaining PPE, mainly
consisting of refining and marketing assets, to compute a cur-
rent cost which had previously been derived using fair market
values. Prior year amounts have been changed to reflect the use
of indices. The resulting current cost of PPE was
less than that previously disclosed in 1980, due to a lower
value assigned to the refineries. The current cost of PPE at
December 31, 1980 computed using specific indices would have
been $822,078,000 rather than $959,053,000 previously re-
ported. The amounts of depreciation, depletion and amortization
were similarly adjusted. No changes in estimated lives or com-
putational methods as used in the historical financial statements
were made in computing these amounts.

Inventory

The current cost of inventory was primarily determined from
current market prices. The cost of purchased crude oil, products
and merchandise did not change from historical amounts as
predominantly all inventories and purchases are accounted for
under the LIFO method of inventory valuation in the historical
financial statements. The LIFO method charges the most recent
purchases to operations and, as a result, such charges approxi-
mate current cost.
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Etajtemont of Incﬁmé (Loss) from Continuing Operations Adjusted for Changing Prices

(in thousands)

Adjusted for
Adjusted for Changes in
As Reported in the General Inflation Specific Prices
Year ended December 31, 1981 Primary Statements (Constant Dollar) (Current Cost)
Revenue $2,380,538 $2,380,538 $2,380,538
Expenses:
Purchased crude oil, products
and merchandise 2,043,203 2,045,864 2,043,203
Operating 231,494 231,494 231,494
Marketing and administrative 93,381 93,381 93,381
Depreciation and depletion 68,574 86,745 89,191
Interest 67,744 67,744 67,744
Income taxes (60,250) (60,250) (60,250)
2,444,146 2,464,978 2,464,763
Loss from continuing operations $ (83,608) $ (84,440) $ (84,225)
Loss per share $ (4.12) $ (5.34) $ {5.32)
Increase in current cost valuation of
inventory and property, plant and
equipment held during the year $ 71,976
Effect of increase in general price level 107,256
Excess of increase in general price
level over increase in specific prices $ 35,280
Current cost at December 31, 1981:
Inventory $ 290,497
Property, plant and
equipment, net $ 873,188

Five-Year Comparison of Selected Supplementary Financial Data Adjusted for Changing Prices '

(in thousands of average 1981 dollars)

1981 1980 1979 1978 1977

Revenue $2,380,538 $1,770,972 $1,140,853 $797,836 $524,492
Income (loss) from continuing operations:

Constant dollar $ (84,440) $ 32,390 $ 24,858 - -

Current cost $ (84,225 § 26,251 $ 20482 = =
Income (loss) from continuing

operations per Common share:

Constant dollar $ (5.34) % 1.48 % 1.52 - -

Current cost $ (5.32) % 1.11  § 1.24 - =
Net assets at year-end:

Constant dollar $ 505,965 $ 591,370 $ 522,592 — ==

Current cost $ 640,208 $ 734,417 $ 573,197 = -
Gain from decline in purchasing

power of net amounts owed $ 41,775 $ 21479 $ 28,405 — =
Excess of increase in specific

prices over (under) increase in

general price level $ (35.280) § 99,225 - — -
Cash dividends declared per

Common share $ 40 % 41§ 31 A9 § .07
Market price per Common share

at year-end $ 13.79 $ 2385 $ 2891 $ 2031 $ 15.19
Average consumer price index $ 27240 $ 246.80 $° 21740 $ 19540 § 181.50
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