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The Company

Aquitaine Company of Canada Ltd.
(Aquitaine) is a public company
engaged in exploration for oil and
gas and hardrock minerals in
Canada and the United States. It
produces oil, gas liquids, gas and
sulphur in Alberta and northwest
United States and coal in
Pennsylvania.

The Company was incorporated in
1963. In 1964 it acquired a minority
share interest in Banff Qil Ltd., a
small Canadian exploration
company with which it then
entered into joint oil and gas
exploration. The team made its
first discovery at Rainbow Lake in
northern Alberta in 1965. The
discovery developed into a major
oilfield, and was followed by major
gas discoveries in the Strachan
and Ricinus areas of west-central
Alberta in 1968 and 1969,

Incorporated as a wholly owned
subsidiary of Société Nationale des
Petroles d'Aquitaine (SNPA) of
France, the Company went public
in 1968. It acquired all of the
business and properties of Banff
Oil in 1971. In early 1975 it
purchased Westrans Industries,
Inc. (now Aquitaine Pennsylvania,
Inc.) a company primarily engaged

in coal production in Pennsylvania.

The Company's parent SNPA
changed its name to Sociéte
Nationale EIf Aquitaine (SNEA) in
1976 as part of a reorganization
involving its own parent,
Entreprise de Recherches et
d'Activitiés Pétrolieres (ERAP), a
French agency whose trade name
Elf is associated with world wide
oil and gas operations. In the same
year the Company acquired the
Canadian subsidiary of ERAP, EIf
Oil Exploration and Production
Canada Ltd., which had been one

of the earliest oil explorers in
northern Canada.

The Company’s shares are now
held approximately 4% by
investors in the United States and
other countries, 21.2% by
investors in Canada, and 74.8% by
SNEA in France. SNEA in turn is
owned approximately 75% by
ERAP, with the balance widely
held. SNEA shares are listed on the
Paris and Brussels stock
exchanges. The Company’s shares
are held by approximately 6,100
registered shareholders and are
listed on the Montreal, Toronto
and American stock exchanges.

Aquitaine has wholly owned
subsidiaries engaged in coal
mining (Aquitaine Pennsylvania,
Inc.), and in oil and gas
exploration, and minor production,
in the United States (Al-Aquitaine
Exploration, Ltd.). Aquitaine also
owns a one-third interest in
Rainbow Pipe Line Company Ltd.
which owns the oil pipeline
connecting Rainbow Lake and
Edmonton. Aquitaine holds a 23%
interest in the new Stolberg sour
gas pipeline in Central Alberta. It is
also the operator of this pipeline
which connects the Nordegg and
Stolberg gas fields to the Ram
River gas processing plant.

The Company owns the Aquitaine
Tower, a modern 20-storey office
building in Calgary where the
Company's head office is located.
It is currently building another
20-storey office building on
adjacent land with the completion
date scheduled for late 1978.

In 1978 the Company had
income of $194 million, funds from
operations of $91 million and net

earnings of $41 million. In 1978 it
produced and sold, after royalties,
5.8 million barrels of oil and gas
liquids and 33.6 billion cubic feet of
natural gas. The Company sold 545
thousand long tons of sulphur and
1.3 million short tons of coal. It has
418 employees in Alberta, 653 in
Pennsylvania, 13 in Colorado and
two in Switzerland.




Comparative Highlights

%
FINANCIAL (in thousands except per share amounts) 1978 1977 Change

Sales and other income $193,919 $163,787 +18
Net earnings 40,914 35,962 +14
Per share $1.90 $1.67 +14
Income taxes and royalties to governments 132,782 119,556 +11
Per share $6.16 $5.55 +11
Funds generated from operations 90,718 62,738 +45
Per share $4.21 $2.91 +45
Capital expenditures
Oil and gas 33,730 +135
27,344 —-36
1,521 +22

24,995 +24

OPERATIONS
Sales (net after royalties)
Oil and gas liquids
Thousands of barrels per day | 17.0
Gas
Millions of cubic feet per day - 104.8
Sulphur
Annual — thousands of long tons 473
Coal
Annual — thousands of short tons 1,248
Acreage holdings (thousands of acres)
76,763
25,501 33,639
Gross reserves
Oil and gas liquids — millions of barrels 126 132
Gas — billions of cubic feet 672
Sulphur — millions of long tons 1 12
Coal — millions of short tons 56

UNDS GENERATED
ROM OPERATIONS

MILLIONS OF DOLLARS




President’s report




Agquitaine marked its tenth
anniversary as a public company in
1978. Our Company recorded its
best financial performance in its
history with net earnings and
funds generated from operations
up 14% and 45%, respectively,
compared with 1977. These results
are attributable to higher prices
received for ail, gas and sulphur
and to a reduction in income taxes.

For the first time total capital
expenditures exceeded $100
million. Aquitaine’s land and
exploration expenditures increased
130% in 1978 to exceed $63
million. The return to date from
this aggressive exploration policy
is the addition of more than two
years production to our gas
reserves. Our plans for 1979 are to
maintain the same high level of
activity with a view to adding
further to our reserves. Specifically
in Alberta, we shall emphasize
drilling and land acquisition
programs.

We are generally encouraged by
government action concerning

oil and gas exploration and look
forward to continued support
through these programs. However,
we remain concerned by the high
level of oil royalties levied by the
Alberta government. At the
Rainbow Lake oilfield
approximately one-half of our
production goes to the
government in royalties. These
revenues could otherwise be
directed to increased exploration
for and development of new oil
and gas reserves and other energy
sources.

Federal tax incentives encourage
exploration on our frontier lands.
Aquitaine will be concentrating
activity in the Beaufort Sea, and in
the Hazen and Davis Straits. As

well, we shall participate in a
minimum of four wells on the
Labrador Shelf over the next 12
months.

Aquitaine has entered into a long
term agreement with another
company to process natural gas
from the Limestone field at the
Ram River plant. This will provide
an additional income source when
processing commences in 1980
and will permit the plant to
operate at an even more efficient
level. Such processing agreements
illustrate the value of our Ram
River plant investment.

During the year Aquitaine made an
offer of approximately $23 million
for all of the outstanding shares of
Universal Gas Co. Ltd. Late in the
year, we received approval from
the Foreign Investment Review
Agency for the takeover which has
now been completed. This
acquisition has added substantial
amounts of natural gas to our
reserves and 427,000 net acres to
our land holdings.

In the past year the coal industry in
the eastern United States
experienced troubled times. We
were not alone in suffering the
effects of the mine workers’ strike
and weak markets. During the first
half of 1979 we will complete our
capital expenditure program, but
our Company will not get any
benefit from its investments in

the coal industry until a significant
market recovery occurs.

The Company is in a strong
financial position with a low level
of debt and a large annual cash
flow. We will continue to
strengthen our position in
conventional areas through
exploration and acquisition. As
well, we are assessing the
potential for heavy oil production

on our acreage and studying
production technology.

The Company now has 1,086
employees and on behalf of the
Board of Directors | want to thank
them for their hard work and
continuing efforts that have made
possible the successes of 1978.

The members of the Board would
also like to express their gratitude
to Jacques Payan for his
dedication to the Company during
the nine-year term he served as
president.

B. F. Isautier
President



Sales

Summary

Income, after royalties, from sales
of oil, gas liquids, gas and sulphur
increased by $19 million or 15% to
$144.3 million as the result of
higher prices for oil and gas and
both higher prices for and
increased sales of sulphur. Sales of
oil and gas liquids were $71.1
million, up 12%; gas $53.9 million,
up 11% and sulphur $10.6 million,
up 40%. Income from coal sales
increased 33% to $44 million (23%
to $38 million in terms of U.S.
dollars).

Oil and Gas Liquids

The continuation of the federal and
provincial pricing agreement in
1978 resulted in Aquitaine
receiving price increases of $1.00 a
barrel on both January 1 and July
1. The wellhead price for the
Company’s Canadian oil and gas
liquids increased by 19% to $12.15
per barrel, of which the
government received $5.77 as
royalty. The average wellhead
price obtained for U.S. production
was $14.45 in terms of Canadian
dollars. Royalties ranged from
12.5% to 17% on U.S. production.

Gas

The Company's gas sales, which
averaged 145.5 million cubic feet a
day, before royalties, were down
7% from the year before. Sales,
after royalties, declined 12% to an
average 92.1 million cubic feet
compared with 104.8 million cubic
feet a day in 1977. This decrease
was due to declining production
from the Strachan field. The Ram
River plant provided 92.5% of
Aquitaine’s sales gas production.

Income, before royalties, from the
sale of gas amounted to $83.5

million for an average price of
$1.57 per thousand cubic feet. The
price at the beginning of 1978 was
$1.46 per thousand cubic feet. The
average royalty rate on Aquitaine
gas in 1978 was 35%.

Sulphur

Sales of Canadian sulphur
continued to rise in 1978 with
offshore exports reaching a new
high. The outlook for 1979 remains
extremely good as a result of very
heavy world demand which started
in mid-1978.

Aquitaine’s net sales volume of
sulphur increased by 15% to
545,000 long tons. The average
price per ton was $19.35, up 21%
from the 1977 average of $15.97.
Gross income, before royalties,
from sulphur sales amounted to
$12.2 million. Royalties on sulphur
averaged 13%.

Coal

Apart from a short period in the
second quarter when steel
producers replenished their coal
inventories following the miners’
strike, the market for metallurgical
coal remained relatively soft
throughout the year. The steam
coal market, however, continued to
be somewhat stronger. The
Company is making every effort to
arrange long-term contracts that
allow for satisfactory price
escalations for the sale of its steam
coal production. It is also
continuing in its efforts to find
better markets for its metallurgical
coal production.

The average price to the Company
for the 1,264,000 short tons sold
was $30.33 U.S. per ton compared
with $24.89 in 1977.
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Exploration

Summary

In 1978, Aquitaine’s main
exploration efforts were
concentrated on conventional
areas, particularly the Alberta
foothills and deep basin prospects.
Approximately two-thirds of the
Company'’s oil and gas exploration
expenditures of $63 million were
spent on conventional areas, the
balance being allocated to frontier
areas. The Company obtained
good exploration results in the
Gold Creek-Elmworth trend in
1978.

During the year, Aquitaine and its
wholly-owned U.S. subsidiary,
Al-Aquitaine Exploration, Ltd.,
participated in drilling 114
exploration and development
wells, 32 of which resulted in oil
wells, 26 in gas wells, 30 were
abandoned, and 26 were drilling or
suspended at year’'s end. Of this
total, the cost of 20 wells was
borne by other parties. These wells
resulted in seven discoveries and
nine dry holes. Seventeen of the
total 114 were development wells
of which 14 were successful
completions. In addition, an
evaluation program of the
Company’s heavy oil prospect at
Cold Lake, Alberta, resulted in ten
shallow test wells being drilled.

Alberta

In Alberta, the Company
maintained its high level of
exploration activity in areas
offering potential for significant
additions to its oil and gas
reserves. These are in the Alberta
foothills and in the
Pembina-Brazeau and Gold
Creek-Elmworth areas of the deep
basin. Aquitaine participated in a
total of 52 exploratory wells,
acquired 26,700 net acres under
licence and lease from the Crown
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and carried out an extensive
program of seismic acquisition in
the province during the year.

In the Alberta foothills, the
Company has a 50% interest in a
Mississippian gas discovery at
Cutoff Creek north of Limestone
Mountain. On this 40,000 acre
block, Aquitaine is now
participating in drillng two other
structural prospects located six
and 11 miles north of the Cutoff
discovery well.

In the deep basin area of Alberta,
the Company is actively exploring

in two areas of large acreage
representation, Pembina-Brazeau
and Gold Creek-Wapiti. At
Pembina-Brazeau, where the
Company holds interests ranging
from 25% to 100% in 207,000
acres, one well is drilling on a
Nisku prospect which is believed to
represent a southwest extension of
the West Pembina oil and gas play.
In the western part of this acreage,
a successful step-out to an earlier
significant Cretaceous gas
discovery at Owl River is being
followed up by two wells, currently
drilling, which could result in a

productive trend 13 miles in
length. The Company's interest in
this play is 35.5%.

Aquitaine has interests in the Gold
Creek-Wapiti area, ranging from
6.6% to 77% in 460,000 acres
within the ElImworth gas play
trend. The Company participated
in 26 wells in this area during 1978,
15 of which are being completed as
potential gas wells in Cretaceous
and Jurassic reservoirs with ten
wells still drilling. It is anticipated
that this same level of activity will
be maintained throughout 1979. In
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three other areas of the deep
basin, at West Berland, Phoenix
and Cow Lake, the Company is
evaluating seismic in preparation
for drilling in 1979.

In the plains area of Alberta,
drilling is continuing on a 7,500 ft.
Slave Point test at Clearhills, an
area of established Devonian gas
reserves. Aquitaine’s interest in
this project ranges from 25% to
100% in 213,000 acres. At Barrhead
on the northeast extension of the
Nisku oil play, two wells drilling on
the Nisku prospect, Archie and
Freeman River, were abandoned
early in 1979. Further seismic and
drilling is planned in this area
during 1979 to evaluate this and
other prospects.

British Columbia
Drilling in the Fort St. John area of

British Columbia resulted in one
Cretaceous gas well at Goose.
Further drilling in this general area
is planned for in 1979 on several
prospects in areas where the
Company has a good land position.
Aquitaine presently has interests
ranging from 18.75% to 37.5% in
68,000 acres. Further north at
Poplar, the Company’s drilling
program, comprising a minimum
of two wells, has been deferred to
the winter of 1979-80 due to
problems of contracting rigs.
Interest in this area is 70% in
155,000 acres.

Yukon and Northwest Territories

On the Hutchison Block in the
Beaufort Sea, the Company
participated in a twin well to the
Ukalerk C-50 gas discovery, which
was drilled to 7,561 feet in the

summer of 1977. This year's Dome
Gulf Ukalerk 2C-50 well, intended
to evaluate deeper prospective
horizons on the structure, reached
a total depth of 16,250 feet on
October 3, 1978. Due to adverse
weather conditions, encouraging
hydrocarbon indications in the well
could not be tested before the end
of the drilling season; the hole will
be re-entered for testing in the
early summer of 1979. Aquitaine’s
39.65% interest in the 348,000 acre
block will be reduced to 19.82%
after all drilling options have been
exercised by the farmee. Aquitaine
participated for this latter
percentage in the deepening of
this test beyond the original
contract depth of 12,000 feet.

Farther to the east, offshore Cape
Bathurst, Dome Petroleum Limited
commenced on site preparations
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for the Dome Aquit Kilannak M-76
test, to be drilled in the summer of
1979 at no cost to the Company.
Aquitaine will have a 30% share in
this project after Dome has earned
its interest.

The Imperial Isserk E-27 well, in
which the Company participated
with a 15.45% interest, reached a
total depth of 13,519 feet. The well,
drilled on pooled acreage in the
West Beaufort Sea, tested six
million cubic feet of gas per day
from one horizon. A second
wellsite on an artificial island, five
miles to the north, is being
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prepared for the 1979-1980 winter
drilling season for further
evaluation of this pooled acreage.

In the Yukon Territory, the
Company spudded the Aquit Alder
YT C-33 test in the southeast
corner of the Eagle Plains on
March 8, 1978. The well was
suspended during the April to
November period, but resumed
operations upon freeze-up. At year
end the well was at 4,333 feet. It is
licenced for a total depth of 14,000
feet. Aquitaine has 100% working
interest in this well.

In the Arctic Islands, an artificially
thickened ice platform was
constructed in the Hazen Strait
during the winter. Aquitaine has a
25% interest in the test well
currently drilling from the platform
and in the 930,000 acre permit
block surrounding it.

Alaska

On the Alaska North Slope, the
Exxon Point Thomson Unit #2 well
was drilled to a total depth of
14,117 feet on a lease in which
Al-Aquitaine had a 20% interest.
The well tested 248 barrels per day
of 21° API gravity oil. This wildcat
was drilled at no cost to
Al-Aquitaine; the Company retains
a 10% interest in two leases, which
are included in the Point Thomson
Divided State Drilling Unit.

Eastcoast Offshore

On the Labrador shelf, the
Newfoundland government
granted provincial permits
encompassing 18 million acres to
the Labrador Group, in which
Aquitaine has just increased its
interest to 18.83%. The Group also
holds federal government permits
totalling 25 million acres for the
same and additional lands. During
the year Total Eastcan drilled and
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abandoned one well, while a
second, Total Eastcan et al
Roberval L-92 was started and
temporarily suspended at 5,510
feet for deepening and completion
in 1979. Three drilling vessels will
be active during the 1979 summer
season, drilling four to five wells.
Changes in the structure of the
Group were announced in
February, 1979 whereby
Petro-Canada will become operator
in 1980.

In the Davis Strait area off Baffin
Island, Aquitaine, as operator of
the Baffin-Labrador Group,
conducted all necessary studies in
preparation for the drilling of a
wildcat well on Aquitaine permits
in this northern part of the
Labrador Sea during the summer
of 1979. On January 18, 1979, the
Group received clearance from the
federal government to make an
application for a drilling licence.
Aquitaine has a 25% working
interest in the well and will, after
earning wells are drilled, have a
55% interest in the prospect.

Offshore Greenland

The TGA/GREPCO Group, in which
Aquitaine has a 29'/6% interest,
relinquished its concessions on the
southwest Greenland shelf on
December 31, 1978.

Northern United States
Al-Aquitaine participated in 30
wells resulting in 20 oil wells,
seven dry holes, and one
suspended well. It also retained an
overriding royalty interest in 11
additional wells, three of which
were completed as producers.

During the year, Al-Aquitaine
maintained a 25% interest in
approximately 2.6 million gross
acres of Burlington Northern land
spread over the states of North



Dakota, Montana, Washington and
Oregon. Exploration efforts were
concentrated on acreage located
within the Williston Basin where
potential for multi-pay oil
prospects was confirmed by
industry activity results. Two rigs
will remain under contract through
1979 and will help evaluate
additional prospects generated
over this area of high oil potential.
The exploratory agreement with
Burlington Northern has been
extended through 1979 with the
option acreage reduced to
2,169,000 gross acres.
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Al-Aquitaine has participated in
four development wells in the T.R.
Field, North Dakota, discovered in
July of 1978, which produces from
Mississippian formations. The
Company has a working interest
varying from 6.25% to 50% in
about 5,360 gross acres within and
around this new discovery. Two
new wells are presently underway
and it is anticipated that the
Company, as operator or as a
working interest party, will
participate in six to eight new
development wells in 1979.
Nearby, several promising
anomalies with potentials similar
to the T.R. Field will be tested in
the coming months.
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In northeast Montana,
Al-Aquitaine, as a partner in the
McCabe Joint Venture,
participated in four exploratory
tests, resulting in two Red River oil
discoveries.

Sustained exploratory and
development drilling activity in the
northern U.S. is expected in 1979,

Geothermal Exploration

No field activity was carried out on
the Company’s Nevada properties
during 1978. A drilling location has
been selected and a well will
probably get underway later in
1979.
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Mining

The Company continued to explore
for uranium and base metals
during 1978. The exploration
budget was $1.8 million. On a joint
venture in northern British
Columbia, drilling has resulted in
the discovery of a sizeable sulphide
zone with very interesting
showings of lead and zinc.
Exploration will continue on this
prospect in 1979 to determine if
the deposit is of commercial grade.
Aquitaine’s interest in the joint
venture is 33%.

An expanded uranium exploration
program during 1978 has resulted
in the discovery of mineralization
of commercial quality in the
Dismal Lakes region of the
Northwest Territories. In Nova
Scotia, the discovery of uranium
mineralization over a fairly large
area has resulted in the acquisition
of substantial land holdings. A
comprehensive exploration effort
to evaluate these showings will be
made during 1979.
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Production Operations

Summary

Aquitaine’s 1978 oil and gas
operating profit of $95.8 million
was up 11% as a result of price
increases and the smooth
operation of both the Ram River
and Rainbow Lake plants
throughout the year. Operating
costs for oil, gas and sulphur
increased by 8% to $15 million,
compared with a 14% increase the
year before when the Ram River
plant had its major maintenance
turnaround.

Qil

A shortage of rigs available for
contract resulted in very few
development wells being drilled in
the Rainbow field in 1978. A new
rig has been contracted for
Rainbow and continuous drilling to
meet production commitments will
start early in 1979.

Gas

The Ram River plant operated
satisfactorily in 1978 with
production up slightly from 1977.
Aquitaine’s share of sales gas at
49.1 billion cubic feet was down
7.3% from its 1977 share, for the
reason discussed in the Sales
section.

To maintain deliverability from the
Ricinus West field Aquitaine
recompleted a well, which had
been used as a water disposal
well, to a gas producer early in
1979. The Company is also adding
raw gas compression facilities
which will be operating in 1980.

Further evaluation of Rainbow
Bluesky shallow gas wells drilled in
1977 was completed during the
year. These wells will be tied into

the Rainbow processing plantin
1979 and the gas utilized for plant
fuel.

Sulphur

Aquitaine’s share from Ram River
at 951,000 tons was down 4.2%.
Sulphur production from other
areas amounted to 30,000 tons.

Coal

Both coal production and coal
shipments showed increases in
1978 despite the miners’ strike
which virtually brought the
industry in the eastern U.S. to a
halt in the first quarter. Production
for the year increased by 4% or
68,000 tons to 1,674,000 tons and
shipments increased slightly to
1,264,000 tons. This increase was
brought about by the use of two
large electric shovels which were
in full operation for most of the
year, in addition to the startup of a
new underground mine in the third
quarter.

The increase in coal production
and in the proportion of
metallurgical coal sales represents
the initial effect of the capital
expenditures made during the past
two years to improve and expand
the Company’s production
facilities. The final phase of this
program will be completed in the
first quarter of 1979 with the
erection of a 32-cubic yard walking
dragline.

Stolberg Pipeline and Production
Facilities

Construction of the Stolberg sour
gas pipeline was completed in
1978. Construction of the
gathering system was delayed
until the winter of 1978-79 to take

13



advantage of the frozen ground.
Startup of the complete facilities is
scheduled for May, 1979. The
system will deliver approximately
70 million cubic feet of sour gas a
day from three gas pools in the
Stolberg-Nordegg area to the Ram
River plant for processing.

Ram River

A new unit for the removal of
hydrogen sulphide gas from liquid
sulphur, currently under
construction at the Ram River
plant, is scheduled for completion
in the spring. Removal of the gas
will make liquid sulphur both
easier and safer to handle and
ship.

The Company plans to start
removing sulphur from the block
and is currently constructing
remelting facilities which will be
operating before mid-year.

Beaverdam Heavy Oil

As a follow-up to its 1977 and 1978
evaluation program in the Cold
Lake heavy oil area, Aquitaine has
entered into a five-year agreement
for the development of heavy oil
production technology.
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Financial Review

Operations

Net earnings increased 14% to
$40,914,000 ($1.90 per share) in
1978 from $35,962,000 ($1.67 per
share) in 1977.

Funds generated from operations
in 1978 were $90,718,000, a 45%
increase over the previous year.
Contributing to this increase were
higher operating profits from oil
and gas and reduced current
income taxes, the latter being a
result of tax credits earned from
the Company’s expanded
exploration program.

Income from sales and other
sources in 1978 was $193,919,000
compared with $163,787,000 for
the prior year. The reader is
referred to the Sales section on
page six for comments on changes
in this area.

Oil and gas operating expenses
were $14,840,000. These costs
were up only 8% over 1977,
despite higher payroll and sulphur
facility costs. Higher coal operating
costs reflect growth of staff,
processing more metallurgical
grade coal and increased wages
and benefits following the
settlement of the miners’ strike in
late March.

Administrative costs increased
25% from $8,770,000 in 1977 to
$10,968,000 in 1978 reflecting the
substantial expansion and growth
of the Company during the year.
The increase is attributable to the
addition of 33 employees to
administrative staff and general
increases in salaries and other
administrative expenses.

Interest expense in 1978 was
$7,525,000, up 60% from that
reported in 1977. An 18% increase

in average debt outstanding in
1978 over 1977 together with
higher interest rates accounted for
this increase.

Depletion and depreciation were
slightly higher than in 1977. The
increase in these expenses
because of the significantly higher
capital expenditures was largely
offset by the discovery and
addition of 5,000,000 barrels of oil
and gas liquids and 103 billion
cubic feet of gas to the Company’s
reserves during the year. Earnings
in 1978 were charged with the
write-off for costs associated with
concessions granted by the Danish
government to conduct
exploration offshore Greenland.
Such exploration was conducted
without success and the
concessions were abandoned in
1978.

Income taxes were 50% of
earnings before such taxes
compared with 55% in 1977. This
reduction results from the tax
credits earned, referred to above,
which more than offset the
non-deductibility for Canadian
income tax purposes of losses
from the U.S. coal operations and
increases in royalties.

Capital Expenditures

The Company’s activities reached
an all time high in 1978. Total
capital expenditures were
$100,965,000 up 61% from 1977,
Of this total 78% was devoted to
oil and gas, of which $48,990,000
went to exploration, nearly three
times 1977 expenditures,
$14,496,000 to land and rentals
mainly in Alberta, and $15,692,000
to development, plant and
equipment. 17% of the total capital
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expenditures were made on the
Company’s coal operations with
the balance on mining exploration
and the commencement of
construction of a new office
building in Calgary.

Working Capital

The Company's working capital at
December 31, 1978 was
$30,899,000, an increase of 24%
over 1977. This improvement is
primarily a result of funds
generated from operations and
increases in long term debt. Bank
loans and commercial paper
supported by long term lines of
credit which existed in 1977 were
largely replaced by $30,000,000
U.S. of 934 % notes due in 1998
with repayments commencing in
1981 and a $30,000,000 U.S. bank
loan repayable in 1984. This more
permanent financing increased
working capital by reducing the
current portion of long term debt
by $10,022,000. The other major
increase in long term debt was a
15-year office building mortgage of
$12,000,000.

Dividend

A dividend of 39¢ per share, the
maximum payable under Canadian
anti-inflation legislation, was paid
in 1978. This was an increase of 7¢
per share over the 1977 dividend.

16

INFORMATION ON VOTING SHARES

Price Ranges (High-Low)

1978 1977

Toronto Stock Exchange

First Quarter

17% - 14% 17% - 14%

Second QUArter ... vu.s i v inn s 197% - 154 17% - 14%
Third Quarter ......coovvivvenennn. 233, - 17 173% - 14
Fourth Quarter .................... 21% - 18V 17% - 14%
American Stock Exchange
First Quarter ........oouiinunn .. 157 - 132 17% - 14%
Second QUATTEr . v vvan s i aes s & 16V, - 13% 16 - 14%
Third (QUATTET 5 7 s wens avs & i s 3 207 - 147% 16%2 - 13
Fourth QUarter. .........ceeieisiss 183% - 15% 16 -13%
Dividend per Share . ................... 39¢ 32¢
za
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Corporate Affairs

The Environment

Aquitaine is dedicated in all its
operations and activities to the
best principles of environmental
management. A staff
environmental advisor is
responsible for the Company’s
environmental programs. In
addition, each operating group is
responsible for awareness and
maintenance of environmental
policies and actions. As a result,
Aquitaine meets or exceeds
environmental standards required
by legislation.

The Company is well represented
in the majority of Canadian
environmental organizations,
particularly those relating to the
petroleum industry and the Arctic.
This participation enables the
Company to gain a better
perspective on environmental
trends and issues.

Aquitaine, through its policy of
co-operation and liaison also
endeavors to maintain good
relations with government and the
concerned public.

The People

Aquitaine could not have achieved
the degree of success it did in 1978
without the efforts of its
employees. At year end out of a
total of 418 employees in Canada,
286 worked in the Calgary office,
82 at the Ram River plant and 50 at
Rainbow Lake. Another 13 worked
out of the Denver office, 653 for
the Aqguitaine Pennsylvania, Inc.
coal operation, and two were in
Switzerland.

To make Aguitaine a better place
to work, the Company continually
attempts to enrich its job
opportunities. It provides pension,

medical, insurance and savings
plans. And in the area of
education, the Company
encourages and pays for
employees to upgrade their
qualifications. Through the
summer student program, selected
students in petroleum related
disciplines are given the
opportunity to work and gain
experience in their chosen fields.
Aquitaine provides funding for
scholarships, building programs
and research at educational
institutions.

Aquitaine has established itself as
a leader in safety in the petroleum
industry. The Company has
received awards and recognition
from both industry and
government signifying the
awareness that plant and field
personnel have for safety. Staff
members are active in safety
organizations and in arranging
safety seminars for the industry.
Regular safety meetings are held
in-house to train and upgrade
employees in safety procedures;
in-house hydrogen sulphide gas
training and special bush survival
courses are provided for
employees.

The Community

Aquitaine, as an active corporate
citizen, endeavors to support the
community in which it operates.
The Company has maintained over
the years an innovative approach
to funding community groups and
organizations. The greatest
emphasis has been on support of
the arts. In 1978 the largest single
portion of the Company’s
donations budget went to arts and
culture. Newly formed artistic
groups and associations which
have shown strong potential as

18

well as groups and events that
relate to youth received high
priority for support.




Reserves

Acreage Holdings 19

The Company’s gross proved 1978 B 1977
reserves, as calculated by (Thousands of Acres)
Aquitaine’s geological and OIL AND GAS LEASES Gross Net  Gross Net
engineering staff, are summarized
in the accompanying table. Proved British Columbia ................. 622 281 539 254
reserves for this purpose are those Alberta ........... ... ... ...... 1,533 672 1,546 657
which are recoverable at Saskatchewan.................... 7 1 103 1
commercial rates under present Northwest Territories ............. 105 95 540 508
depletion methods and current BeaufortSea ..................... 35 10 —_ =
operating conditions, costs and Arctic ..o 33 33 — —
product prices. No allowance has Alaska ........ ... ... ... ... . ... .. 26 7 26 7
been made for probable additional Montana ......................... 886 295 986 347
reserves which may be recoverable North Dakota .................... 98 36 68 27
by more efficient production South Dakota .................... 1 1 1 1
methods or improved economic Wyoming .......... ... ...l 15 3 21 6
COHIRENS: OIL AND GAS RESERVATIONS,
Natural gas reserves increased by PERMITS, LICENSES AND
50 billion cubic feet or 7% to 722 CONCESSIONS
billion cubic feet due mainly to British Columbia ................. 244 150 418 223
discoveries and extensions inthe  Apergg T 297 89 335 88
Gold Creek and Hotchkiss areas of  no thwest Territories . . ... .. ... 1,801 1,059 2,424 1,760
Alberta. The largest reserve Beaufort Sea ..................... 9,288 5294 6428 3,539
additions were in the'Gold Cresk  &roie tslands ooerrn oo 13,773 9,982 22,461 16,020
area, which includes the Elmworth,  yy qeangay T 1,178 384 6267 2,092
Steep Creek, Lator, Big Mountain, .ot coast Offshore ... ... .. ... 28547 6,934 32,963 7,523
Karr and Wapiti areas. There were Greenland .................... _ . 1332 388
glsoiinereases in reserves assigned iy minous Sands .. oo o o . 50 25 50 25
to the Cutoff area and some gas - - =
pools in Rainbow. TOTAL OIL AND
GAS ACREAGE ................. 58,639 25,351 76,508 33,466
Oil and gas liquids reserves Mi | .
declined by six million barrels to et plermlts
126 million barrels as proved andclaims ..................... 176 99 i Ir i 117
additions did not completely Geothermal leases .,i.....iou0 00 46 25 48 26
replace production. Sulphur Coal
reserves declined by one million Pennsylvania ................... 26 26 30 30
tons due to sales and repayment of
previous sulphur exchanges. Coal
reserves increased by 12 million
tons to 68 million tons through
purchases of reserves and
additions.
GROSS PROVED RESERVES (before royalty)
Qil & gas liquids Gas Sulphur Coal
(millions of (billions of (millions of (millions of
tank barrels) cubic feet) long tons) short tons)
Reserves at January 1, 1978 ...... 132 672 12 56
Discoveries and additions .. ....... 5 103 —_ 13
SAILS s v v s vy o 5 G B A (11) (53) (1) (1)
Reserves at December 31, 1978 ... 126 722 14 68



Well Drilling Record

Aquitaine
Share of
Land
After
Cost Drilling Total Status at
(%) (%] Depth Year End
:I%UITAINE OPERATED EXPLORATORY WELLS
erta
Aguit et al Wolf Ck 10-21-62-15 W5M . 333 33.3 11,700 Gas Well
Aquit et al Mayton 7.31.34.28 WM . s ] N2 N2 4.050° Oil Well
Aquit Grey Owl Ck 7-12-43-13 WBM . . e 100 100 14,79 Abandoned
Aquit Stolberg 10-15-42-14 WEM ... .. v ¢ 100 100 Drilling
Aquit et al Chinchaga 11-13.96-7 WEM — sty 955 95.5 9.716 Abandoned
Aquit el al Owl River £-6-46-15 W5M ... 333 333 Drilling
Aquit Chinchaga 7-36-96-6 WEM .. .. 2% e 100 100 Drilling
Aquit el al Ram River 6-11.36-13 L . 50 50 Drilling
British Columbia
Aguit et al Donnemarie 2-93.C, 34 0.6 765 70 6,100 Abandoned
Yukon
Aquit Alder ¥T C-33 66-00-136-45 Seali i it 00 75 Drilling
North Dakota
Al-Aquit GPE BN #1 Sec 5 143N-100W : s 20 25 9,800 Abandoned
Al-Aquit Crystal State 1-13 Sec. 13-141N-101W 2 P 1) 25 9,650 0Oil Well
Al-Aquit Crystal State 1-24 Sec.24-141IN-101W o cirenena. 28 25 9,600 Qil Well
Al-Aquit Crystal Gull State 3-24 Sec 24-14IN-101W St 25 25 9,440 Qil Well
:gUIYAINE OPERATED DEVELOPMENT WELLS
erta
Aquit Mobil Rainbow 10-15-109-8 WEM .. ... ... ... ..., 50 50 5,867 Ol Well
Aquit Mebil Rainbow 12-32-109-8 WEM . s " .. 50 50 6,725 Oil Well
NON-OPERATED EXPLORATORY WELLS
Alberta
Canhunter el al Simonette 10-8-63-1 WEM BE 88 8.830° Abandoned
Amaco et al Steep Creek 7-7-65-7 WM W e 83 8.3 10.464 Gas Well
Mesa at al Cranbarry 10-27-96-3WBM . ....................... 26 25 7.42% Gas Well
Sabre et al Meliskow 12-4-40-4 W4M " - ... NIL 43.7 2,842 Gas W
Home et al Wolverine 10-2-99-17 W5M T e e i | 25 4,318 Gas Well
Total et al Sutton 12-2-91-4 WeM SR T 477 3,264 Abandoned
Canhunter et al Gold Ck 11-1-66-5 WEM SRR A 9.3 8,230 Gas Well
Home et al Carcajou 7-3-102-19 WBM ciniiaieaae.. 30 30 1,085 Abandoned
H.B. et al Peel 7-23-101-18 WEM . .. sealiasis s 30 30 4,104 Abandoned
Amoco et al Owl River 6-3-46-17 WM . .. . ¥ 356 356 16,952 Gas Well
Amoco et al Wapili 11-26-68-8 WM . . 5 6.7 6.7 8.,330" Abandoned
Canhunter et al Gold Ck 6-9-66-5 WEM s ¥ 93 9.3 8,870 Gas Well
Shell et al Clearwater 10-24-35-12 WEM .. . | .25 25 16,488" Abandoned
Canhunter et al Lator 11-27-63-2 WM .. . 86 129 10,020 Gas Well
Mobil Aguitaine Cutoff 11-2-36-12 WEM . . 50 50 Drilling
Ranchmans et al Cross 6-11-27-1 WM . 187 16.7 5,690 Abandoned
Amoco el al Big Mtn 6-22-67-8 WEM . B3 B3 10,269 Gas Well
Amoco el al Wapiti 6-8-67-9 WeM 6.7 6.7 11,116 Gas Well
Canhunter et al Karr 10-4-65-2 W6M . B7 87 9.301 Gas Well
PEX et al Lator 2-29-62-3 WEM . 93 93 15544 Gas Well
Amoco et al Big Min 6-7-66-6 WEM . . 6.7 6.7 12.447 Gas Well
Leddy Aquit Penhold 16-10-36-27 W4aM 50 50 7.229 Abandoned
Amoco et al Steep Creek 10-29-65-8 WEM 6.7 6.7 12.281 Gas Well
Canhunter el al Karr 6-13-64-2 WEM 11 1.1 9,354 Gas Well
Canhunter et al Karr 6-15-66-3 WEM 20 20 8.696" Gas Well
Amoco et al Wapiti 7-26-68-9 WM 67 6.7 9,641 Gas Well
Amoco et al Wapiti 10-7-68-9 WEM 6.7 6.7 Drilling
PEX et al Lator 7-24-63-3 WEM . 93 9.3 10,390 Gas Well
PEX Gold Creek 10-6-68-5 WEM . . 3.3 3.3 8.507 Abandoned
Amaoco et al Big Min 6-14-66-6 WEM 6.7 6.7 Drilling
Dome et al Provest A1-25.36-5 WaM . %1 2.7 3,342 Gas Well
Amoco et al Brown Creek 11.22.44.16 WsM 237 237 Drilling
Canhunter et al Gold Creek 10-23-65 5 WEM 9.3 9.3 Drilling
Amoco et al Steep Creek 7-26-65-7 WBM s E.7 6.7 Drilling
Mobil et al Archie 1-17-65-8 W5M . 333 333 Drilling
Amoco et al Big Mountain 11-13- 66-8 WEM 83 83 Drilling
Amoco et al Steep Creek 11-9-66-8 WEM 6.7 67 Drilling
Mobil et al Freeman A. 7-21-64-6 WSM 333 333 Drilling
Canhunter et al Gold Creek 6-6-65-2 WEM . 201 201. Drilling
Amoco et al Yoman 7-27-66-9 WEM . 87 6.7 Drilling
Amoco et al Steep Creek 10-11-66-6 WEM . 6.7 67 Drilling
British Columbia
Westcoast et al Goose 2-28-84-21 WEM 125 1285 5,955 Gas Well
Highfield et al Boudreau 11-19-83-21 WEM 18.7 18 6,144 Gas Well
Beaufort Sea
Imperial Gulf et al Isserk E-27-70-00-154-30 ... .. . 15 15 13519 Gas Well
Dome et al Ukalerk 2C-50-70-10-132-30 . .......... Nil 10 12.000° 19.8 16.250° Suspended
19.8 10 T.O.
Labrador Shelf
Total Eastcan et al Skolp E-7 58-30-61-45 = 13.3 13.3 11,313 Abandoned
Total Eastcan et al Roberval L-92 55.00-56-30 . e 133 133 6.352' Suspended
Montana
Terrapet Rudolph #1-8 Sec. 8-29N-57E .. .. H s AL 40 20 12,500 Qi Well
Getty Tri County #1 Sec. 23-65-44E o o | ] 25 7.036 Abandoned
Terrapet Harmon #1-32 Sec. 32-27N-58E " 237 237 12,650 Abandoned
Depco BN #41-9 Sec. 9-11N-24E . .. .. : 125 12.5 1,325 Abandoned
Terrapet Triplett 1-1 Sec. 1.29N-55E . ... . 378 11,900 0il Well
Texaco BN "L" #1 Sec. 19-22N-S8E e 125 125 12,302 Oil Well
Terrape! Sherman #1.2 Sec. 2-26N-54E . .. . 40 11,800 Abandoned
LL&E M.T. Hatley #1 Sec. 10-23N-54E AR TR 12.5 125 11,800 Qil Well
Terrapet/Al-Aquit Bolstad #1-17 Sec. I? 3lN 56E 25 11,550 Oil Well
Union Oil Stale #1-36 Sec. 36-1BN-58E . . 125 125 12121 Abandoned
Getly Oil Eldridge #7-31 Sec. 31-26N S6E .. 31 31 12,325 0il Well
GPE BN #1 Sec. 31-21N-60E e s 25 25 9,700° Abandoned
Terrapet Chrusch #1-3 Sec. 3-28N-S8E . . . Ty . 11| Drilling
North Dakota
GPE/Al-Aquil BN #1 Sec. 19-147N-95W . .. s 25 25 14,460° Qil Weil
GPE BN #1 Sec. 9-146N-103W . B A 187 18.7 9.850 Qil Well
Terrs Messersmith #1-1 Sec. 1-144N-104W | L v 6.7 6.7 12.875 0il Well
Terra Federal #1-12 Sec. 12-144N-104W . & 4 w8 6.7 12.865 Oil Well
Alaska
Exxon Point Thompson Unit #2 Sec. 3-9N-22EUM. ....... NIL 10 9N7 il Well
NON-OPERATED DEVELOPMENT WELLS
Alberta
PEX et al Lator 10-31-62-2 WM . SN 9.3 8719 Abandoned
North Dakota
GPE BN #1 Sec. 1.147N-105W . . - 0 9,573 1Qil well)
GPE BN #2 Sec. 1-147N-105W e e 25 9,545 Suspended
GPE/Al-Aquit BN #1 Sec. 15-146N-103W S .25 25 9,861 Qil Well
Chambers Mosser #2-22 Sec. 22-14IN-101W o o 6.2 6.2 9,380 Qil well
Tenneco Oil Rivet #1 Sec. 10-146N-103W 6.2 9,850 Qil Well
GPE/Al-Aquit BN #1 Sec. 13-147N-104W 8.7 18.7 9,750 Qil well
BWAB BN #11-21 Sec. 11-147N-104W 94 0 9,430 Qi Well
Meontana
Shell BN 24X-12 Sec. 19-23N-60E 9.4 94 8.197° Gil Well
Shell BN 22X-31 Sec. 31-23N-60E 9.4 94 Drilling
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GROSS OVERRIDING ROYALTY
WELLS

In addition, Aguitaine had a gross
overriding royalty interest in 18
wells drilled at no cost to the
Company. Of these, five wells in
Alberta resulted in two oil wells,
two gas wells and one still testing.
In Montana, the drilling of eight
wells resulted in one oil well and
one gas well; five were abandoned
and one is still drilling. Of three
wells drilled in North Dakota, two
were abandoned and one is still
drilling, and of two wells in
Wyoming, one was abandoned and
one is still drilling.

UNIT WELLS

In other 1978 drilling in Alberta,
Aquitaine had a 7.4% interest in
three unit wells (oil) and 8.9% in
two unit wells, one of which is an
oil well, the other a potential oil
well.









FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company follows the generally accepted Canadian accounting policies set out below. These
policies, together with the following notes, should be considered an integral part of the consolidated
financial statements.

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of Aquitaine Company of Canada
Ltd. and all of its subsidiaries (the Company), except for an insurance subsidiary which is included in
investments and other assets at cost.

FOREIGN EXCHANGE

Accounts in foreign currencies have been converted to Canadian currency on the following
bases:

(i) current assets and current liabilities at the exchange rate on December 31;

(i) properties, plant and equipment, investments and other assets, long term debt, income and
expenses at the exchange rate in effect on the date of the transaction;

(iii) accumulated depletion, depreciation, amortization and deferred income taxes and current provi-
sions against earnings on the basis of the converted value of the related assets.
Exchange gains or losses are included in determining net earnings for the year.

PROPERTIES, PLANT AND EQUIPMENT

The Company follows the full cost method of accounting for oil and gas properties. Separate
cost centers have been established for North America including the Arctic Islands and foreign juris-
dictions, the latter generally on a country by country basis. Under this concept all costs, including a
portion of administrative expenses, relating to the exploration for and development of oil and gas
reserves are capitalized. Depletion of such costs is provided for by the unit of production method
based on each cost center’s total estimated recoverable reserves of oil and gas.

The costs of exploration and development of coal properties are capitalized with depletion being
provided for by the unit of production method based on the estimated recoverable reserves of coal.

Costs related to mining properties including a portion of administrative expenses are capitalized
when acquired or undertaken. A regular charge is made to earnings for amortization of undeveloped
mining properties. When the properties are abandoned their cost is charged against the accumu-
lated amortization and any excess of abandonments over the accumulated amortization is charged
as additional amortization against current year’s earnings.

Depreciation of oil and gas plants and production equipment and coal preparation plants is
provided for by the unit of production method. Depreciation of other coal equipment and other
assets is provided for by the straight-line method at rates of from 4% to 30%, based on the esti-
mated service life of each group of assets.

Upon disposal of oil and gas properties, plant and production equipment, the proceeds and
applicable accumulated depletion and depreciation are normally applied to reduce the cost of the
remaining assets without recognition of gain or loss. In the case of coal properties, plant and equip-
ment, and other assets, the difference between the proceeds and net book value is charged or cre-
dited to earnings.

Maintenance and repairs are charged against earnings, and renewals and betterments which
extend the economic life of the properties, plant and equipment are capitalized.

JOINT VENTURES

The Company conducts substantially all of its oil and gas exploration and production activities
on a joint venture basis.

INCOME TAXES

Income taxes are accounted for by the tax allocation method. Under this method income tax
expense is determined on transactions affecting net earnings as opposed to when such items are
recognized for tax purposes. Differences between the total income tax expense and taxes currently
payable are reflected as deferred income taxes. Tax benefits from earned depletion and the frontier
exploration allowance are reflected as a reduction in taxes in the year claimed.
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CONSOLIDATED BALANCE SHEET 22

As at December 31, 1978 and 1977

A ¢ 1978 1977
SSets (thousands)
CURRENT ASSETS
Gashsdeii=. B P PR PR P P $ 868 $ 5611
SO AVERIMBNLS, . S o oo e cn L R g iy e 17,958 61,520
Avcountsireceivahilomss el snaun | sl (i Shass sl LS An e R B 46,447 34,076
Inventories of materials, supplies and coal
at'lower of cost or replacementCOSt . .. .. i vin'scvt sionssnsasins 11,477 6,107
Tk e S o et G e i i e e oy e e T 2,374 3,087
79,124 105,301
INVESINIENTES AN DGR ERVAS SEES thtr i e e e L o s 12,804 6,539
PROPERTIES, PLANT AND EQUIPMENT (Note 2} ......c.cooneniicin, 436,255 376,518
$528,183 $488,358
Liabilities
CURRENT LIABILITIES
Ban ki Daniy -t e 8 e e e e R e e $ — $ 21,888
Accounts payable and accrued liabilities ........................0 41,601 26,391
Income taxesmayables 0 t R B i v i e symn 8 e 5,572 20,953
Current portion of long termdebt ..ot 1,052 11,074
48,225 80,306
LONG TERM DEBT less current portion (Note d4) .................... 79,556 54,359
DEEERBED N COME S AXES: (e ol v e et el e g s Bl st 78,524 64,321
206,305 198,986
- .
Shareholders’ Equity
CAPITAL STOCK
Authorized — 23,000,000 shares without nominal or par value
IS e 2GS T OBISHATES i et T st PN g dha e G als e 131,588 131,588
BETAINER EARN N G S o e o R e v s e 190,290 167,784
321,878 289,372
$528,183 $488,358

Signed on behalf of the Board /&_}W
-
d

Director Director



CONSOLIDATED STATEMENT OF NET EARNINGS 23

For the years ended December 31, 1978 and 1977 1978 1977
INCOME (thousands)
Sales
Oil, gas, liquid products and sulphur after
deduction of royalties (1978 — $91,661; 1977 — $75,472) ..... $144,316 $125,350
(670 7| PP aE o o S S R bl o e s e e 44,031 33,026
188,347 168,376
Inferestzand otNeRINCONYe & c e s e A S TS s e ST 5,411
193,919 163,787
EXPENSES
Operating
Oil; gaszhaquid products andsulphleste s 2 0=l oo Loii v 14,840 13,771
Coallivl ErcimRir st He e PR RS S e e o o 42,332 28,072
57.172 41,843
Adminstratives coria b a5 A e e e R S e e L 10,968 8,770
I Erestin i s L e S R S e PR s e b e 7,525 4,691
Research i s o a s s e, s il el e e e 620 920
76,285 56,224
EARNINGS BEFORE THE FOLLOWING DEDUCTIONS ............... 117,634 107,563
Deplel O S e s s R e R e s 19,741 17,561
D e e A O R e e e e oy s iy s 9,065 9,270
AmorliZallDERneReEaE s 5t e Sl R e 1,111 686
Foreign exploratien:cests writtensolf ... i Siis it toics ot o 5,682 BT
35,599 27,517
EARNINGS BEFORE INCOME TAXES .. ..o viiiiieiiceanne i sneennns 82,035 80,046
Income taxes (Note 3)
Gl en e s e ol o b e R i e o e i i T 26,918 44,341
DeftTrotl A St G o o S e e e s - e L SR 14,203 (257)
41,121 44,084
NEEFEARNINGS:Lssticit: = ot A S IS s e iocid $ 40,914 $ 35,962

NET EARNINGS PER SHARE (based on average number
of shares outstanding during theyear) ......................... $ 190 S 6T

CONSOLIDATED STATEMENT OF RETAINED EARNINGS

For the years ended December 31, 1978 and 1977 1978 1977
(thousands)

Balance at beginning of year

Ereviats IV rapoRtad s i L e r s et $157,784 $128,311

Adjustment to give retroactive effect to change in

accounting policy for foreign exchange (Note 1) ................. — 409

Bestated: e s e e e ni s 157,784 128,720
Net CarNiNg S s e el e R e s s i b 40,914 35,962
Dividend (1978 — 39¢ per share; 1977 — 32¢ per share). ............. (8,408) (6,898)

Balance at endiafeyeara o - e e o s L e $190,290 $157,784




CONSOLIDATED STATEMENT OF CHANGES 24
IN FINANCIAL POSITION

For the years ended December 31, 1978 and 1977 1978 1977
(thousands)
SOURCE OF FUNDS
Funds generated from operations ..............ccooeuinenenn.. $ 90,718 $ 62,738
Lapgietmrdabt R R e oL R L R e T e 25,457 4,768
Bkl g e i I S K e el e R S B s ] 6,384 2,216
122,559 69,722

APPLICATION OF FUNDS
Capital expenditures
Oil and gas

Edndiacquisitiontandirentals i i ar pest e gk e it s e T 14,496 10,606
EXplorationi: Semn i aimias e oot it o S e e G 48,990 16,955
Developinenta I Mt i el Dl T S R S Gl 4,108 3,305
2 PR e (G U 11k n 1 § B e e S S A A MRG0 11,584 2,864
Coal
5 Jre el £ i o R S e S e T e s e 249 2,744
Exploration 2l S Sumiasiieteth, v g Tal oo ae st s e i 102 99
Development:s - iy s s L e st et e S 1434 6,760
RIS G B DN e e ol i e vt s S e 15,782 17,741
e el e brie ]y e e o C S NS R R B el BE T 1,849 1,521
OIheE . e s e et 2,371 2
100,965 62,595
Hedlctiontn: longlte et s o o A B S eiath s 260 114
BIRVG [Fpel se it iR Sl e e e A e B e R e 8,408 6,898
Otheriavesiments i o e el e Rl O 7,022 i
116,655 69,607
INCREASE INSWORKINGEHEARPEIA st s A s e el o $ 5.9% S 115

CHANGES IN ELEMENTS OF WORKING CAPITAL
Increase (decrease) in current assets

B as S0 307 B =206
ST nle e R T Ay L r 1T L) s fe A Sy g b SRR (43,562) 34,397
A OIS ERCIV A IE T o r e ity b (S sEt s el ot B S 12,371 9,063
o0 el o SR e N SR T R il 5,370 765
Prehald BXpensas - A A s (713) 2,437
(26,177) 46,868

Increase (decrease) in current liabilities
ST T A R R T S U e SR G (21,888) 21,888
Accounts payable and accrued liabilities .................... 15,210 6,661
et B tAxesrpatdilainy. et TR g e L e L (15,381) 10,228
Current portion of long termdebt .......................... (10,022) 7,976
(32,081) 46,753
IncreasaiiniwWorkingicapitaliets s snelin it bt 1 e R 5,904 115
Working capital at beginningofyear................cooouuvinn. 24,995 24,880

Wotking Capitaliatend obyean. s o e e $ 30,899 $ 24,995




NOTES TO FINANCIAL STATEMENTS

December 31, 1978 and 1977

1. CHANGE IN ACCOUNTING POLICY

During 1977 the Company changed its accounting policy with respect to conversion of long term
debt payable in foreign currencies to Canadian currency. Previously such debt was converted at the
exchange rate in effect at the end of each period. The revised policy is to state such debt at the rate
in effect at the date the debt was incurred. This change was adopted retroactively and as a result
retained earnings as of January 1, 1977 were increased by $409,000 being the adjustment applicable
to prior years.

2. PROPERTIES, PLANT AND EQUIPMENT

1978 1977
Accumu- Accumu-
lated lated
I_\_sfgts provisionf E Assets provisions !\Ig}
(thousands) (thousands)
Oil and gas
Canadadyssgeen Ty Sii il et $400,944 $145,626 $255,318 $335,914 $121,447 $214,467
United Statesiattc oo o 0 ait s 47,930 750 47,180 39,388 503 38,885
Other forelgh =i o s — — —_ 5,659 — 5,559
Coal
hitediStatessrtiuios i silivaren s 129,118 9,982 119,136 112,121 6,284 105,837
Mining
Ganada st oboiie it Rt e e 6,982 132 6,850 5,983 1FE % 5,851
UnitediSiateskisen i of ot sl o snted, 63 24 a5 336 24 312
Other
Callada b e it e 1A58 - 3422 7732 | B753 v 3146 5607

$596,191 $159,936 $436,255 $508,054 $131,536 $376,518

3. INCOME TAXES

Deferred income taxes result from timing differences in the recognition of income and expenses
for income tax and financial statement purposes. The sources of these differences and the tax effect
of each were as follows:

1978 1977
(thousands)

Capital cost allowance deducted for income tax

purpesesiiniexcessiofidepreciationtoz b g b i e s Ll $ 1,022 $ 9
Exploration and development expenditures deducted

for income tax purposes in excess of depletion ................. 16,017 —
Foreign exploration written off in excess of deduction

currently allowed for income tax purposes ..................... (2,456) —
Othel, 'S sl semiiyplen sleys lon =i apr gt ens S i =l eos Tl o8 e (380) (266)

$14,203 $ (257)




Total income tax expense was $41,121,000 in 1978 and $44,084,000 in 1977, effective rates of
50% and 55% on earnings before income taxes respectively. Such income tax expense varies from
the amounts that would be computed by applying the combined Canadian federal and provincial
income tax rates of 47% to earnings before income taxes for the following reasons:

1978 1977
% of % of
pre-tax pre-tax
Amount earnings Amount earnings
(thousands) (thousands)
Computed income tax expense ........... $38,556 47 $37,622 47
Increase (decrease) in income taxes
resulting from:
Non-deductible royalties,
mineral taxes and other expense
less federal resource allowance
and provincial rebates ................ 13,896 17 10,659 13
Income tax depletion and frontier
exploration allowances ............... (10,364) (13) (2,465) (3)
OB G e e v v e e (967) (1) (1,732) (2)
Incometaxzexpensols - .l e i s S $41,121 50 $44,084 55
4. LONG TERM DEBT
1978 1977
(thousands)

9% % notes due in 1998, subject to repayments
commencingiins1981H{$301000,000000 S5 0 sl n Suhl L s e $31,172 $ —
Bank loan due in 1984, with interest currently at
12% but subject to adjustment at least annually
(SE0I0DGODIEES JEER e o S e i e S i S 31,169 —
Commercial paper (see 4(a) below)
Issued at an average interest cost of 1978 — 10.0%;
1977 — 7.3% and maturing on varying dates within
oy Y S e s, 11 R e e R R e e e 3,433 16,673
Issued at an average interest cost of 1978 — 8.5%;
1977 — 6.8% and maturing on varying dates within

one year (1978 — $246,000 U.S.; 1977 — $30,241,000 U.S.) ..... 286 30,769
Bank loan with interest at 7.6% and due within one
year (See 4(a) below) ($15,000,000 U.S.) ....... .o, — 15,363
10% % office building mortgage due in 1994, subject
toirepaymentsicommencing ini 1980 o ol o i vn s S 12,000 —_
(O LR Ty e s A D et e e I P e o 0 U et NS U e e 2,548 2,628
80,608 65,433
LesstCUr o R OO T e e R A s 1,052 11,074
$79,556 $54,359

(a) The commercial paper issued and $15,000,000 U.S. bank loan were made pursuant to a long
term financing plan. The plan is supported by offers of credit facilities from Canadian and
United States banks totalling $30,000,000 available in Canadian or U.S. funds and



(b)

(c)

$45,000,000 available in U.S. funds. Under the terms of the agreements the facilities expire
as follows: 1979 — $13,000,000; 1980 — $25,000,000; 1981 — $14,000,000; and $23,000,000
until cancelled after 13 months notice. These credit facilities are subject to standby fees of
3/g of 1% or less and may be reduced at the Company’s option on 60 days or less notice,
except as to $15,000,000 which requires 13 months notice. The Company also has the right
to convert the facilities into term loans repayable in: 1979 — $13,333,000; 1980 —
$34,333,000 and 1981 — $27,334,000.

Long term debt repayments for the next six years are: 1979 — $1,052,000; 1980 —
$1,149,000; 1981 — $4,122,000; 1982 — $2,075,000; 1983 — $1,895,000 and 1984 —
$33,068,000.

If the long term debt payable in United States funds were translated at the exchange rate in
effect at the end of the year, long term debt would have been $88,500,000 at December 31,
1978 (1977 — $57,814,000).

5. LINES OF BUSINESS INFORMATION

The following relates to the Company’s main lines of activity. Oil and gas operations are con-
ducted primarily in Canada. All of the Company’s coal operations are in the United States.

1978 1977
(thousands)
Income
Oil-anokbasSircry ol o0 e skl Lae SRR e o] s o s s ey $149,636 $130,307
Coalerieamint s ool dn il el o SRl e sy Tl A 44,283 33,480
Mg o s e g — ==
$193,919 $163,787
Operating profit (loss)
Oiliandigasatsn e i i el e e se s I o T $ 95,839 $ 86,174
B o e o e R e e e e il (4,813) (288)
MinIng WA e s e e R S s e e ~(1,111) (686)
89,915 85,200
Less interest expense, foreign exchange gains and
losses, and general corporate eXpenses .............coeevuninann 7,880 5,154
Earnings:beloreiincOmIe TaX0E ks o G Lo oo o0 et 82,035 80,046
[eTels TR S s s SR e g T (S b S et O 41,121 44,084
Netgarnings s T R i $ 40,914 $ 35,962

Depletion, depreciation, amortization and foreign exploration costs deducted in determining the
above operating profits (losses) follows:

1978 1977
(thousands)

O] BEVaTe fefs Lhurerss o s SR (o2 St L 0 S e RSl Pl e T i e e $ 30,488 $ 23,819

(6o Y] Pl S S e o e TR b e o I 2 S e e R [ e A e 4,000 3,012

Mining e am sttt £ O O SR e o e L 1,111 686

$ 35,599 $ 27,517




The aggregate carrying value of assets for each line of business as at December 31, 1978 and
1977 is as follows:

1978 1977
(thousands)

Qil and gas

TR n F ol e e LRt e S e e L S S $315,612 $310,049

LNt drSIates it Bl RSttt 38t Sk e e e L S 50,794 39,434

e e O T O B S e e s e IS sy e il — 5,665
Coal

T e e e e iy s e B e e e Mt JL 138,148 121,540
Mining

G 1T 0 L3 Pl i el e et S e ol SO M i iR S LS Sl o i prait A AR S 6,850 5,851

UnitediStatesie g e Ml aimiiey s e e e M T s R e 39 3112
Other

2 o e e s i T o e 7,704 5,607

T BT OT RO (e e ot i e M onyemite e s & LS SR, Sl 9,036 =

$528,183 $488,358

Gross revenue from oil and gas includes sales after royalties of 1978 — $66,802,000; 1977 —
$55,512,000 to Alberta Petroleum Marketing Commission (a government agency which is the sole
purchaser of oil in Alberta) and 1978 — $49,924,000; 1977 — $45,552,000 to Consolidated Natural
Gas Limited (purchaser of gas from the Company’s Ram River plant).

6. QUARTERLY FINANCIAL INFORMATION (Unaudited)

1st Quarter 2nd Quarter 3rd Quarter eflﬁth Quarter
1978 1977 1978 1977 1978 1977 1978 1977
(thousands)
Income ...... $39,925 $37,619 $46,870 $35,523 $50,320 $43,035 $56,804 $47,610
Expenses .... 12,653 12,365 17,978 12,894 21,053 14,834 24,601 16,131
Other
deductions . 6,943 6,146 6,535 5,566 7,278 6,434 14,843 9,371
Income
faxes=rndi 12,768 10,913 11,019 9,195 1 _1,224 12,895 6,110 11,076

Net earnings $ 7,561 §$ 8,190 $11,338 §$ 7,868 $10,765 §$ 8872 §11,250 $11,032

Net earnings
pershare... $ 035 $ 038 $ 053 $ 036 $ 050 $ 042 $ 052 $ 0.51

7. SUBSEQUENT EVENT

During January 1979 the Company purchased substantially all the shares of Universal Gas Co.
Ltd., a company engaged in exploration and production of oil and gas principally in Alberta. The
total acquisition cost, including shares still to be acquired and related expenses is expected to be
approximately $23,000,000 being financed by bank loans.



8. OTHER INFORMATION
(a) Fees and remuneration paid to directors and officers follows:

1978 1977
Numbegolidifestorssiidi i) Biotamoen sl sy aaiti s o foln— 12(1) 10(4)
Number of directors who received fees as directors ........... 3 4(4)
Number of officers who are directors ............c.ccovvvinnn.. 3(2) 2
Aggregate aireCtors fees Tt et L e T S s $15,000 $17,000
NEmberoliocers i e iilaswiaatny v o sl 0 T 0T Tl 12(3) 10(4)
Aggregate officers’ remuneration ...............ccoiiniiannien $713,000 $463,000

Notes:

(1) including three who ceased to hold office in 1978
(2) including one who ceased to hold office in 1978
(3) including two who ceased to hold office in 1978
(4) including one who ceased to hold office in 1977

(b) The Company through formal pension plans and coal union health and retirement benefit
plans provides for pensions for substantially all employees. Costs for such plans which are
funded as accrued were: 1978 — $2,061,000; 1977 — $1,673,000. The plans are fully funded.

(c) The annual rental obligations for buildings and equipment under long term leases are: 1979
— $3,193,000; 1980 — $2,691,000; 1981 — $2,129,000; 1982 — $1,676,000; 1983 — $1,398,000
and $3,090,000 thereafter. Actual rental expense for 1978 was $3,991,000 and 1977 was
$3,501,000.

(d) The Company has provided certain information in Form 10-K with the United States Sec-
urities and Exchange Commission (a copy is available on request) with respect to the esti-
mated replacement cost of certain assets and the related effect of such costs on deprecia-
tion expense for the year.

AUDITORS’ REPORT

The Shareholders
Aquitaine Company of Canada Ltd.

We have examined the consolidated balance sheet of Aquitaine Company of Canada Ltd. as at
December 31, 1978 and 1977 and the consolidated statements of net earnings, retained earnings and
changes in financial position for the years then ended. Our examination was made in accordance
with generally accepted auditing standards, and accordingly included such tests and other proce-
dures as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements present fairly the financial position of the
Company as at December 31, 1978 and 1977 and the results of its operations and the changes in its
financial position for the years then ended in accordance with generally accepted accounting princi-
ples applied on a consistent basis.

Calgary, Alberta Touche Ross & Co.
February 13, 1979 Chartered Accountants
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TEN YEAR SUMMARY OF FINANCIAL AND OPERATING DATA

FINANCIAL (1)
EARNINGS 1978 1977 1976 1975 1974 1973 1972 1971 1970 1969
Income
Sales — oil and gas liquids 71,067 63,230 56,014 51,550 45,302 34,936 26,546 21,358 18,180 14,546
RS s YRR e, s R e 53,948 48,754 43,262 23,274 12,803 13,639 9,568 1,681 1,140 627
e BUIDNUE fa s s e ks e S et 10,644 7,619 5,040 7.213 6,904 (100} 270 60 88 147
e N T e e e o T ohs vty 44,031 33,026 30,185 22,459 — — — — — —
Other oil and gas production income .............. 8,657 5,747 4,830 1,248 —_ — — — — -
Total production InCOMe ........c.coeveveiviansnas 188,347 158,376 139,331 105,745 65,009 48,475 36,384 22,999 19,408 15,320
Investment and other income.........cooeivvvenes 5,572 5,411 4,361 4,362 5,035 4,842 4,216 4,264 7.301 5,882
¥ E )7 R L o] 4L s oo Rt S oge o Fone G I SRar gt o oy 193,919 163,787 143,692 110,107 70,044 53,317 40,600 27,263 26,709 21,202
Expenses
Operating — ol and QBB ..o 0 ynrn e raben s 14,840 13,771 12,038 10,612 8,374 6,331 5,173 2,083 2,373 2,192
OO T i s v s e e e SRR 42,332 28,072 21,862 16,607 — —_ = = — —
e T L rd oL o g o A SR e L s R 10,968 8,770 8,409 5,908 3,185 2,780 2,640 1,226 896 937
INLOTBSE o s v s s v s wine Sl d s e S e aiwie aa e 7,525 4,691 4,305 3,865 287 629 712 610 3,345 3,556
T T ] ol e 1, ke i R S R e A et 620 920 944 1,039 841 716 890 600 — —
Depletion, depreciation and amortization .......... 29,917 27,517 25,245 23,605 20,609 19,521 12,242 5,566 4,501 2,944
Foreign exploration costs written off .............. 5,682 — — — —_ — — = — =
Total expenses 83,741 72,803 61,636 33,296 29,977 21,663 10,085 11,115 9,629
Extraordinary gain — — - — — — — 1,341 815
Net earnings before income taxes ..........c.co0ex: 82,035 80,046 70,889 48,471 36,748 23,340 18,937 17,178 16,935 12,388
Income taxes — current 26,918 44,341 26,879 14,640 — — -_ - — ==
— deferred 14,203 (257) 9,958 5,637 15,296 7,000 5,720 5,400 4,870 3,569
Net earnings ......c.ooecioitasnnssnasnerssroneesns 40,914 35,962 34,052 28,294 21,452 16,340 13.217 11,778 12,065 8,819
Par SRR oo i%ie s s v s matiisieis ik sLn b W ae smitewiy 1.80 1.67 1.62 1.37 1.04 0.79 0.64 0.57 0.58 0.45
Funds generated from operations 90,718 62,738 69,765 57,018 57,357 42,861 31,179 22,744 20,095 14,517
PEr SNBIB: vi e vs s Peruie aiw o s tenliie a0 v 5 008 4.21 2.9 3.32 2.76 278 2.08 1.51 1.10 0.97 0.75
[543 [o [ 11 (Rl el et A R S SR 8,408 6,898 6,188 6,188 6,188 4,126 3,094 — - —
TR |y e e e A R B e 0.39 0.32 0.30 0.30 0.30 0.20 0.156 - — —
Net earnings by lines of business
Qil and gas (2) 95,839 86,174 74,184 50,716 38,317 24,940 19,877 17,788 18,938 15,129
BB s e s N e e ot (4.813) (288) 2,915 2,379 — — — — — =
MIRIng - e e L e el (1,111) (686)  (1,840) (686}  (1,282) (971) (228) = == =
Unallocated g i (7,880) (5,154) (4,370) (3,938) (287) (629) (712 {610} {2,003) (2,741)
Income taxes (41,121) (44,084) (36,837) (20,177) (15,296 (7,000} (5,720) (5,400) (4,870) (3,569)
FINANCIAL POSITION
Working capital .5 e aamnahesieainsssnsiassa 30,899 24,995 24,880 6,757 18,689 14,350 9,996 28,598 24,278 55,928
Investments and Other assets ..............ovenens 12,804 6,539 7.227 3,621 3,986 3,675 5,955 5,840 5,632 4,797
Properties, plant and equipment —net ............ 436,255 376,518 342,483 326,507 237,455 217,551 213,314 188,456 145513 118,435
Deferred inCOM@ ......vevvnrerisssrisnssnsnennans — — — 14,852 23,252 29,026 42,059 51,791 21,232 5,723
Longtermdebt ....... . coneeiiaiiirsnnranreees 79,556 54,359 49,704 55,894 1,619 1,751 1,777 1,704 1,787 38,003
Defarrod INCOME taXBS 1 os s it n s sistins o r ik 78,524 64,321 64,578 54,620 45,846 30,550 23,550 17,830 12,430 7,560
Shareholders” equlty s o iR iave ve s s s e 321,878 289,372 260,308 211,519 189,413 174,149 161,879 151,569 139,874 127,874
PROPERTIES, PLANT AND EQUIPMENT
Gross investment
Qilandgas —Canada .............ocavineninnnnes 400,944 335914 308,598 294,206 268,636 237,498 216,754 180,828 134,107 105,063
Bt SRS o s s e 47,930 39,388 34,120 35,121 21,262 13,879 12,556 12,107 11,679 10,948
— OO S0P @I 2l s wrata o oz e — 5,569 5,074 1,278 — - — - — =
Coal — United:StBte8 . vy v e il 129,118 112121 86,397 69,417 - — = - -_— —
Mining —CANBOA T AN R T L 6,982 5,983 5,185 6,021 4,737 4,329 4,073 3,334 2,284 937
— United States . ... s s vanvans 63 336 157 62 — - - s —_— -
Other —— CaNaE S e 11,154 8,753 8,753 8,753 8,753 8,753 8,752 8,751 8,574 8,219
596,191 508,054 448,284 414,857 303,388 264,459 242,135 205,020 156,644 125,167
Net investment
Oilandgas —Canada ..........cooviinnninnnnenns 255,318 214,467 210,239 211,021 204,727 192,230 189,331 165,163 123,439 98,420
— United Stat@s .......ccivaninavrenns 47,180 38,885 33,801 34,267 21,247 13,877 12,555 12,104 11,677 10,948
— Other fOreign: v« «vsie ok s vesieiai ooy — 5,569 5,074 1,278 — — - —_ =
Coal — Lnited States ... ... concersrssnins 119,136 105,837 82,050 67,640 — —_ = = — =
Mining AR s sres A b e st 6,850 5,851 5,185 5,866 4,737 4,329 3,943 3,334 2,284 937
— United States . ........coceerssonna- 39 312 144 62 —_ - —_ e — =z
Other — CANAR s e aaris iy wial s sl Siat prate 7.732 5,607 5,990 6,373 6,744 7115 7,485 7,855 8,113 8,130
436,255 376,518 342,483 326,507 237,45 217,651 213,314 1884 145,613 118,435
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CAPITAL EXPENDITURES 1978 1977 1976 1975 1974 1973 1972 1971 1970 1969

Qil and gas

Land acquisition andrentals .............covvuunes 14,496 10,606 5,868 3,752 6,285 3,021 3,760 1,683 3,041 15,479
U e i o s Ao ot o P P T S 48,990 16,955 20,990 22,778 12,730 12,771 9,112 10,919 13,276 10,856
Development-delling - e oo v e st e s v 4,108 3,305 3,961 1,948 1,054 987 2,597 2,005 5,010 629
Blant and/equipment . visls vt s 11,584 2,864 2,249 9,565 18,699 6,592 22,173 32,694 8,472 1,902

Coal

AN U O s e e o gt ki s a5 Ts o 249 2,744 1,641 2,807 — —_ — —_ - —
XD ORI s s ol S ol e AR e Suk S b o 102 99 253 — — — —_ —_— — —
Devalopment: . . Uk o S T e o, e e 1434 6,760 1,614 — — — —_ — —_ =
Plant and equIpmMent .. .. o e S e sn oo vas 15,782 17,741 13,725 5,623 —_ - == — = =
e R e e S T e e 1,849 1,621 1,230 1,817 1,690 1,623 802 1,050 1,347 763
Other i e e s e e N e 2,31 — — — — 1 1 177 355 4,680
100,965 62,595 51,531 48,290 40,458 24,895 38,445 48,528 31,501 34,309

ACQUISITION OF OTHER COMPANIES ......... - — 16,690 60,646 — - —_ — — —

OPERATING

SALES (2)

Qil and gas liquids (thousands of barrels per day)

Before-Fovally . ot s o e e e T e e 29.7 30.6 315 331 36.6 38.1 32.9 26.8 25.1 209
ATIOrTOVBILY. o Rttt at e e e U W L 16.0 17.0 18.1 19.8 229 31.6 27.4 22.3 20.9 17.4

Gas (millions of cubic feet per day)

Befora rovalby’ -l 5 o o s e sl e R e wTah e 1455 156.5 174.9 180.0 194.7 212.3 151.7 33.2 241 11.6
ATAY Tovally s T e FoB e 1/ 921 104.8 124.7 149.7 175.6 1924 136.0 29.0 231 10.2
Sulphur (thousands of long tons)
2 o] e || e o e S e 630 541 309 273 457 136 88 8 9 21
AT Oy B - e e = o 545 473 273 244 434 131 73 7 8 19
Coal (thousands of shorttons) ..................... 1,264 1,248 1,376 998 —_ — -_ — = =
SULPHUR PRODUCTION
{thousands of long tons) ............c.ccoviievinnn 981 1,025 983 879 976 1,013 472 27 25 25
NET ACREAGE HOLDINGS (thousands)
Qilandgas —Canada.............cvvvevvinnnnrnns 25,009 32,690 35,181 18,838 25,273 27,552 31,594 37,167 43,061 42,463
— Unitad States | i ois T i ditv i g 367 414 448 547 152 24 24 24 24 7
= Other Torelgn e, R e v ne s —_ 388 388 836 e — = — — =
Coal —United STates = ioh i ihine sisieenas 26 30 33 32 — — — —_ -_ ol
Mining  CANAE . S SRR L S 99 117 209 371 1,075 1,484 2,523 2,358 3,601 2,419
RESERVES (before royalties) (2)

Oil and gas liquids

(millions of barrels) ...........ccoiveiiiineneenns 126 132 142 153 165 177 191 224 235 259

Gas

(billions of cubicfeet) .........c..oiiiiiiinnnnn. 722 672 712 823 880 950 1,080 1,200 1,119 745

Sulphur

{millions:of long tons) .. i sais s oy s enmn s dis 1 12 13 13 13 13 14 13 10 3

Coal

(HONS 0f Short TORBY v vs ok Vet s o e g ot s 68 56 57 57 —_ - — — - — —
EMPLOYEES atvyearend ...................... 1,086 888 802 751 354 348 350 335 272 270
SHARES OUTSTANDING (thousands)

BLYOAr BN 5 e e e M S A 21,558 21,558 21,558 20,628 20,628 20,628 20,626 20,616 20,613 20,606

SIGNIFICANT EVENTS

1971 — Acquisition of Banff il Ltd. completed. The above information for 1969 and 1970 includes the operations of Banff as the acquisition was accounted for
partly as a “pooling of interests’ and partly as a “purchase’’.

1972 — Production commenced from Strachan-Ricinus fields.
1975 — Acquisition of Westrans Industries, Inc. (now Aquitaine Pennsylvania, Inc.) completed. With this acquisition the Company commenced operations in the

coal business.

1976 — Acquisition of EIf Oil Exploration and Production Canada Ltd. completed. The acquisition resulted in the addition of some 19 million net acres, primarily

in the frontier areas of Canada.

— Sale of certain United States oil and gas properties and Beacon Hill gas field.

NOTES:

(1) All dollar amounts, except amounts per share, are in thousands of Canadian dollars.
(2) Oil and gas operations are primarily in Canada; coal operations are in the United States.
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FRANCOIS MOREL**#

Area Manager for North America, SNEA (P),

Pau, France
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Payan as President in September, 1978
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