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Front cover: A dramatic formation in
an Arctic ice pressure ridge frames
a northern worker with binoculars,
and a drilling rig, in this montage
depicting BP's frontier exploration.



This is the first Annual Report of the new BP Canada Limited, a
corporation resulting from the amalgamation on October 18, 1972
of the former BP Canada Limited and its partly owned subsidiary,
BP Oil and Gas Ltd. It presents the combined financial statements
and operating results for the year ended December 31, 1972
of the two amalgamating companies and their subsidiaries, with
comparative figures for previous years stated on the same basis.

BP Canada is now a fully integrated oil company, approximately
34.4% of whose common shares are held by the public. Shares
are held by approximately 10,000 shareholders, of whom some
85% are resident in Canada.

The Company has working interests in more than 18 million net
acres of exploration holdings in Canada. Refineries in Oakville,
Ontario (Trafalgar Refinery) and Ville d’Anjou, Quebec (Montreal
Refinery) have a total capacity of 113,000 barrels per day.

Petroleum products under the BP and Supertest brand names are
sold to the public in Ontario and Quebec through more than 3,000
service stations and to the home heating, agricultural, industrial and
transportation markets.

Pour copie de ce rapport annuel
en francais, écrire au:

Service des affaires publiques
BP Canada Limitée

1245 ouest, rue Sherbrooke
Montréal 109, Quebec



Highlights for
the year 1972

with 1971 figures shown
on a comparable basis

From left, D. F. Mitchell, President;

F. A. McKinnon, Vice-President,
Exploration and Production;

R. W. D. Hanbidge, Executive
Vice-President; and D. C. Smith,
Vice-President, Finance discuss the
exploration capital expenditure program

Financial

Revenue — sales and services
Net revenue
Total funds derived from operations
Net income for the year
Net income per share
Working capital at end of year
Additions to property, plant

and equipment
Long term debt at end of year
Shareholders' equity at end of year
Total assets at end of year

Operating

Refined product sales
Marketing
Refinery sales to other
oil companies
Crude oil processed at refineries
Refined product purchased from
another refiner
Net sales of crude oil and
natural gas liquids

Net sales of natural gas

{s]
1972 1971 change
(Thousands of dollars)
$271,436 $257,666 + 53
256,500 244,680 + 4.8
38,727 37,290 + 39
19,679 17,998 9.3
93¢ 85¢ + 9.3
28,131 17,827 + 57.¢
24,322 29,729 — 18.2
56,170 65,184 =188
246,059 230,376 + 6.8
360,607 35,125 + 1.0
(Barrels per day)
94,680 94,400 + 03
20,265 23,296 — 13.0
08,743 99,079 0.3
15,842 17,630 — 10.1
23,977 22.132 + 8.3
(Thousands of cubic feet per day)
86,363 80,125 Ea a0




Report to the Shareholders

1972 was an active and encouraging year for BP Canada, with net
income showing an increase of 9.3%, notwithstanding deteriorating
trading conditions in the latter part of the year. In the early months, the
cost of imported crude oil rose in response to the devaluation of the
dollar in accordance with the Geneva Agreement with the Organization
of Petroleum Exporting Countries. Whilst this was initially reflected in
higher product prices, competitive pressures during the second half of
the year resulted in serious erosion of the prices of all major products.

Since November 1972, both domestic and imported crude oil prices have
increased and a further increase in the latter is expected in the near
future following the realignments of world currencies. It is to be hoped,
however, that the developing tightness in worldwide oil supplies will
support somewhat better margins as 1973 progresses.

Throughout the year we have been heavily engaged in reshaping our
affairs to accommodate the Supertest merger and to accomplish the
amalgamation with BP Oil and Gas.

Major changes have been made in our management structure and
operating procedures. These have inevitably resulted in some disruption
and changes in locations for many of our staff and | thank those affected
for their unfailing help and cooperation. This process will continue in
1973 as our accounting activities are consolidated at our new offices at
Don Mills, Ontario. At the same time, we shall commence to implement
a program for phasing out the use of the Supertest brand over a two-year
period. The latter will be coordinated with an ongoing program for the
upgrading of our retail gasoline network involving the construction of
a number of new high volume service stations and the progressive
elimination of less economic outlets. Overall, the effect will be to increase
the sales potential for BP gasoline through a reduced number of outlets.

In the course of the year, plans were completed and contracts let for the
doubling of the capacity of Trafalgar Refinery by late 1974, at an
estimated cost of some $60 million, of which some $50 million will be
spent in Canada. Financing for this expansion was arranged early in 1973
by means of a private placing of $50 million of debentures in Canada
and U.S.A. and a loan from a consortium of United Kingdom banks of
£3,150,000.

In the exploration sector, we are continuing an active program in Western
Canada and our plans are well advanced for drilling our East Coast
offshore acreage. In the Arctic Islands, however, our experience to date
has been disappointing.

The oil industry is going through a period of rapid evolution and
adjustment. As the gap between demand for petroleum and available
supplies in North America widens and consumption the world over
steadily grows, so does the pressure increase from host governments to
enlarge their take. The comparative stability of the 60's is giving way to
a decade likely to be characterized by rising prices for petroleum and
growing government interest in the industry’s affairs, both at the political
and at the technical levels.

The best assurance the consumer can have of obtaining his energy needs
at the lowest possible price is for the industry to be accorded the full
support of governments in its search for new sources of hydrocarbons
and the freedom to conduct its operations with efficiency and economy.

BP Canada stands ready to play its part in meeting the energy needs of
the future.

D. F. Mitchell, President.
March, 1973






In 1972, BP Canada's exploration expenditures were approximately
$9.3 million. A major part was devoted to the traditional areas of
Western Canada to maintain production levels and cash flow, while
exploration continued in the Arctic and East Coast frontier areas.

During the year, exploration holdings were increased by 3.4 million
gross acres (1.3 million net acres). East Coast offshore holdings
were increased by 2.1 million gross acres, northeastern British
Columbia holdings by 260,000 gross acres and Alberta holdings by
750,000 gross acres.

Drilling and Reserves. Of the 63 exploratory wells in which BP
participated, 15 were successful. In addition, 12 wells were drilled
by others adjacent to BP lands optioned to the drilling parties,
resulting in four gas wells. BP also participated in 48 development
wells, of which 35 were successfully completed.

Additions to reserves and certain revisions in 1972 added 2.5 million
barrels of new oil and natural gas liquids but, with the high rate of
withdrawal, total proven reserves declined by a net 6.3 million
barrels. Natural gas reserves at year end were almost unchanged,
at 782 billion cubic feet.

Production and Sales. Sales of crude oil and natural gas liquids
were 23,977 barrels per day, an increase of 8.3%. Increased
production in Alberta, in particular at Redwater, Swan Hills, Sturgeon
Lake and Chauvin more than offset declines in production in British
Columbia and Saskatchewan.

Sales of natural gas increased 7.8% to 86.4 million cubic feet per
day through improved operation of the Edson Plant and increased
sales from the Bellis Field.

The average daily throughput for the BP Chauvin-Hardisty pipeline
increased 24% to 4,460 barrels per day as a result of increased
production by BP and other companies.

Sulphur sales of 35,000 long tons were lower than in 1971 in a
continuing weak market. Sulphur inventory, at year end, stood at
209,000 long tons.

Exploration and Development in Traditional Areas. In the Alberta - '

foothills, BP has a 20% interest in the successful Gulf Sun BP
Stolberg 6-1 gas well. This well has a deliverability of 9 million cubic
feet per day. Development drilling on the structure is planned in 1973.

At Sukunka, in the British Columbia foothills, BP has a 100% interest
in 178,000 acres where a large gas discovery was made by the
Company some years ago. Part of the area has been farmed out.
The farmee has committed to drill a test in 1973 to earn a 50%
interest in 78,000 acres.

Elsewhere in Alberta, BP discovered gas at Bittern Lake, Hanna,
Smoky Lake and Bawlf and in two zones in five wells at East
Bantry-Tide Lake where development drilling will be carried out in
1973. Shallow gas development drilling was essentially completed
at Atmore-Lodge Lake and Chauvin, both of which should be in
production in 1973.

BP has a diversified mix of exploration prospects
in the traditional and frontier areas of Canada.



Exploration for the Medium Term. In British Columbia, BP has
acquired a large acreage interest. Following seismic surveys, the
successful BP et al Gote well was drilled. BP has a 27.5%
interest in this gas discovery which flowed on test at 49 million cubic
feet per day.

In northern Alberta, BP has interests varying from 25% to 100% in
1.3 million acres. Seven wells were drilled during the winter of
1971-72, primarily to obtain stratigraphic information.

In the Peace River area, BP has interests in 255,000 acres of
reservations and leases in Alberta and permits totalling 135,000
acres in British Columbia. The Alberta area is immediately adjacent
to the Dunvegan gas field where significant gas reserves in several
horizons were discovered by others in 1971. Two test wells were
drilled in 1972 — further surveys and drilling will be done in 1973,

Arctic Islands. Approximately 30% of BP’s 1972 exploration
expenditure was devoted to the Arctic Islands. The second
commitment well under the Panarctic farmout was drilled and
abandoned on Prince Patrick Island. The drilling of the first two wells
earned a 28% interest in 715,000 acres.

The Company exercised an option to drill BP et al Panarctic Emerald
K-33, a 12,000 foot test, on Emerald Island. By paying 37.5% of the
cost of this well, BP will earn a 22.5% interest in a further 234,400
acres. On March 1, this well was drilling below 9,000 feet.
BP also earned a 21% interest in 226,000 acres on Graham and
Buckingham Islands by drilling a 10,110 foot well in 1972. The well
was abandoned.

In total, BP has interests ranging from 1% to 48% in holdings widely
spread throughout the Arctic region, comprising approximately 8.9
million gross acres, as shown on the map on page 8. BP participated
in several seismic surveys in 1972 and further survey work and
drilling is planned in 1973.

BP owns a 34.75% share interest in British Columbia Oil Lands Ltd.
with interests in 1,526,000 acres, including the lands on which the
Drake Point gas field, the Hecla gas discovery on Melville Island and
the King Christian gas discovery are located.

BP also holds a 38.85% share interest in Magnorth Petroleum Ltd.
with approximately 14.2 million net acres offshore the Arctic Islands.
Northern Natural Gas Company has undertaken to spend $9.8
million on exploration over five years to earn a 25% interest.

East Coast Offshore. BP has a 100% interest in 12.7 million acres
of federal permits off Newfoundland and Labrador. Under a farmout,
Columbia Gas Development of Canada Ltd. will provide $25 million
for exploration between 1972 and 1979 to earn a 40% interest in the
acreage. Six thousand miles of seismic line have been completed
to date. Exploratory drilling is expected to begin in 1975.

BP and Columbia have a farmout on one million adjacent acres
where the companies together will earn a net 15% interest by 1975,
with an option to increase the interest up to 60% by further work.
The two companies also hold permits on 1.1 million acres off Baffin
Island where 320 miles of seismic work was done in 1972 and
further surveys are planned.
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Tar Sands and Heavy Oil. In the Athabasca Tar Sands, BP has a
100% working interest in 50,000 acres and a 2% royalty interest in
37,000 acres. A continuing core-hole program is under way to

evaluate the wholly owned property.

The Company also has extensive acreage in the Cold Lake heavy
oil area with a 100% interest in 156,000 acres and a 22.5% interest

in 59,000 acres.

Minerals. BP is active in mineral exploration in several areas. At the
end of 1972, the Company had 175,000 acres of mineral claims in
Nova Scotia and New Brunswick and other small holdings in British
Columbia and Alaska. In Alberta, the Company has an interest in

about 24,000 acres of coal leases.

Reserves 0il and

Sales — Crude oil & natural gas liquids

Natural Gas Natural
Liquids Gas 1972 1971
(barrels)  (mmcf) Bbls./day Bhls./day
Proven Reserves Alberta
December 31, 1971 . . . . . 109,994,600 793,000 Chawvin . . . . . . . 3,009 2,559
£ g Redwater . . . . . . 2,785 2,141
Add — Discoveries, extensions and . C g '
secondary recovery . . . . 1,020,200 42,000 ::;ﬂhh;;'ﬂm~"“|- ----- f::; 3::;
— Net adjustments o bl B TR ' '
existing reserves 1,524,400 (22,000) BwanHIlS: < . ooceo- s 1,424 1,108
112538.200 813,000 R -7 08
Less — Production . ., . . . . 8,826,300 31,000 Diher Areas . . 3,418 2.821
Proven Reserves 16,860 14,665
December 31,1972 . . . . . . 103.712.900 782,000 British Columbia =
Lacation of Proven Reserves Beatton River . . . . . 904 1,108
4] L5 ¢ TN e - BT S e 85,829,700 708,000 Other Areas . . . . . . 70 67
British Columbia . . . . . . 3,105,000 71,000 974 1,172
Saskatchewan . . . . . . . 14,778,200 3,000 Saskatchewan .
103,712,900 782,000 Dollard . . . . . . . 1,768 1,764
. Steelmam . o oo oo 685 693
Weyburn . . . . . . . 722 742
Other Areas . . . . . . 2,968 3,086
6,143 6.9
23,977 22,132
Summary of drilling Sales — Natural gas
0il Gas Dry Other 1972 1971
Exploratory Wells mmef/day mmef/day
Working interest . . . . . - 9 3 - Alberta
Farmout (interest retained) . 3 3 17 1 E"’“"k ------- 39.4 35.1
Wells adjacent to lands Okotoks . . . . . . . 4.2 4.8
optioned — no direct interest - 4 8 — Lac La Biche . . . . . 9.2 8.4
Cegaford . . . « « . & 34 7
Development Wells PEmbIng. i oouven | soner o 43 2.3
Working interest . . . . 21 1 7 [ East Calgary 3 o 3:ﬁ 27
Farmout (interest retained) . 2 1 - - Kaybob . . . . 3.4 16
Bellis 3oEoEE B R 2.6 1.5
Other Areas . . . . . . 16.3 16.0
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Land summary

LEASES
L e
British Columbia
Saskatehewan o - v v oow o= owowe oW
Ontario

RESERVATIONS AND PERMITS

MDAy oown Degmie R £ R B
British Columbia e
SaskateRewan i o o oo W ave w @ o
Northwest Territories . . . . . . . . .
Arctie Islandy. - - ¢ owexo2 Sowew oo
East Coast R
LGNS = <o 5o s m B s w5 oW

MAJOR OPTIONS
RIBBItA sicpia R oms e BEEE W08
British Columbia
Aecticlelamgs: & o oo v wona 3 o
East Coast

TOTAL 'PANG ACREABE . . . . : & = o o ol
MINERAL-ACRERGE: - - w5 o v 9 @ 5 v

31st December, 1972 315t December, 1971
Gross Net Gross Net
2,136.621 1,215,650 2,023,223 1,113,545

337,521 327,195 384,367 358,446
183,456 96,734 189,543 99,104
27,409 11,376 27,409 11,376
245,120 96,915 103,933 51,966
_ 111,519 68,085 119.212 o m.ea
3,041,646 1,815,955 2,847,688 1.705.661]
2,517,532 1,372,960 2,078,865 1,261,597
699,485 272,563 483,511 178,800
-_ —_ 94,720 40,400
1,077,648 207,147 1,360,050 297,043
8,943,146 1,086,626 8,685,612 830,111
13,826,965 13,275,386 12,723,808 12,723,808
182,800 9,140 = —
_ 51323 5714 — o
217,298,899 15,22%5& 25,426,566 15.331.753
335,260 75,590 137,606 28,622
92,318 32,744 —_— —
58,483 52,756 427,349 358,460
1,030,978 371,152 = —_—
262.470 ﬁdﬂ.m = —
ﬂ?&ﬁﬂg _ 575,983 564,955 _7357.082
32,120,054 18.61{).& 28,839,209 17,424,501
208,017 238,762 194,400 178,364
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Net sales — Crude oil and gas liquids
(Thousands of barrels per day)
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Reserves — Crude oil and gas liquids
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110.0
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Reserves — Natural gas
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In 1972, marketing revenue increased substantially while product
sales, at 94,680 barrels per day, were similar to the 1971 level.
The increased revenue reflects continuing emphasis on those
products and sectors of the market which provide the greatest
opportunity for profitable sales.

Refinery sales to other oil companies represented an additional
20,265 barrels per day.

BP’s innovative marketing techniques have enabled the Company
to respond quickly to the rapidly changing needs of motorists by the
provision of specialized services at new and existing service station
sites. In addition to making a direct contribution to profitability, these
services were a major factor in achieving increased gasoline sales
in 1972 at a growth rate in excess of industry average.

The concept of developing each location to meet the specific
needs of its community continued to dominate the service station
construction program with the opening of new self service centres,
car washes and convenience stores with gasoline pump islands.

A number of service stations were sold for non-petroleum
re-development and to individuals for continued operation as BP
franchised dealerships. This program will be continued in 1973
and will assist in providing capital for investment in more modern
centres of the type described above. BP now holds a strong position
in the retail gasoline market, with more than 3,000 service stations
in Ontario and Quebec.

Three new bulk plants were constructed in 1972 to assist BP agents
to extend their services in rural Ontario. With 215 agents, serving
over 90,000 customers, BP has become one of the largest retailers
of petroleum products in the rural area of the province.

Despite a prolonged strike by Montreal longshoremen, marine sales
in 1972 were slightly higher than in 1971. Asphalt volume increased
24.7%. BP continued to market aviation turbine fuels to international
and domestic airlines and charter carriers at Toronto and Montreal
International Airports.

Considerable progress was made in the consolidation of the BP
and Supertest distribution facilities. Duplicate warehouses at six
locations were eliminated and consolidation of the BP and Supertest
road transport fleets provided a substantial reduction in distribution
costs, particularly in the Toronto and Hamilton areas.

The BP and Supertest agency and service station sales organizations
were combined early in the year as the first step in rationalizing
sales coverage and establishing common administrative procedures
for both brands.

Design and construction planning is underway for rebranding to
BP of Supertest sites in Quebec and at certain locations in Ontario
commencing in the spring of 1973.

This montage demonstrates the
broadening scope of specialized
services heing made available to the
motoring public.
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Sales of gasoline
{Thoqsands of barrels

381 40.2
36.3
1969 B 1970
Sales of middle distillates
(Thousands of barrels per day)

26.3 26.5
23.
219 8
1968 1969 1970 1971

Sales of other products
(Thousands of barrels per day)

29.4 29.9
25.9
22.9
1968 1969 1970 1971

Total sales of petroleum products
(Thousands of barrels per day)

S
————
. 96.4 94.4 94.7
% 91.1
" 81.1
%
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Employees. In October, BP's Data Processing Centre in Montreal
was moved to modern new premises in Don Mills, Ontario as the
first step in integrating the BP and Supertest data and accounting
services. Some 240 positions were transferred from Montreal.
Those employees who did not move were either placed in other
jobs within the Company or, with BP help, found employment with
other firms. The Toronto marketing offices were also relocated at
Don Mills and the activities of the Supertest Data Centre in London,
Ontario will be moved there in the course of 1973.

The number of BP employees, approximately 2,200, was unchanged
from 1971. Consolidation of administrative functions was balanced
by an increase in the numbers of sales and other operating
personnel. During the year a number of improvements in the
Company's benefit plans were introduced.

Safety. On May 26, 1972, the 150 employees at Trafalgar Refinery
achieved the remarkable record of one million manhours without
lost time injury over a period of more than 3%2 years. Montreal
Refinery employees completed two years without a lost time injury
on December 28. In keeping with BP’s concern for environmental
safety, further steps have been taken to identify and control the
causes of accidents to personnel and material.

Summer Students. More than 100 students were employed during
the summer months in exploration, refining, marketing and in
head office departments, including 54 university students who
participated in a successful trial program to supplement the service
station work force during the busy summer period.

The Public. Public Affairs Department was formed in mid-1972 in
recognition of the increasing importance of external relations in
the affairs of the Company. Within its broad scope of identifying
and responding to external influences, the department also
coordinates the Public Relations and Environmental Protection
roles of the Company.

Films. Nine new titles, including BP’'s new film CANADA, were
added to BP's film lending library which now comprises 123 titles,
of which 75 are available in French. BP films were seen during the
year by an estimated 7,000,000 Canadian viewers on television, in
theatres and at group showings.

Skid School. Construction of BP's second Skid Control and
Advanced Driver Training School began near Montreal Refinery.
The school will be ready to accept students in the early summer.

In this montage, biologists from the
Ontario Ministry of the Environment
study the effect of water effluent from
Tratalgar Relinery on game [ish;
bottom loading of road tankers at
Montreal Marketing Terminal reduces
gasoline vapor emissions; university
students prepare in the classroom for
summer work at service stations;
and a motorist learns to recover from
a skid at a BP Skid Control School.
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Environmental Protection. Protection of the environment was
emphasized throughout 1972 in all operations, particularly in
ecologically sensitive areas. BP continued to cooperate with other
companies and numerous government departments and agencies
in the development of standards and control programs.

In the market, the sulphur content of BP's fuel oils was further
reduced. Customer education seminars were held to explain the
effects of reducing the sulphur content upon other characteristics of
fuel oils and to provide advice on operating combustion equipment
to minimize pollution.

Particular attention is being paid to the effects of refinery water
effluent on aquatic life. A biological study of the water in Lake
Ontario adjacent to the Trafalgar Refinery outfall was completed
during the year, and facilities were provided to the Ontario Ministry
of the Environment to investigate the effects of refinery effluent
water on game fish.

Trafalgar Refinery is a model industrial site and steps have been
taken to ensure that there will be no deterioration of ambient air
quality as a result of the refinery expansion, to extend the advanced
water treatment plant already in operation, and to preserve the
existing green belt and conservation area. At Montreal Refinery,
studies are underway to improve the water treatment plant and to
develop new methods of internal recycling to minimize wastes.

Continuing emphasis was placed on spill prevention and clean-up
capabilities. BP's spill contingency plan was improved by appointing
staff and adding materials and equipment to deal with possible
accidental spills. Throughout its operating areas, BP is a member of
cooperatives developed jointly by industry and government as part
of national and provincial spill response plans.

BP is an active member of the Petroleum Association for the
Conservation of the Canadian Environment (PACE) which has this
year been engaged in a wide variety of investigations into means
of minimizing pollution of the environment by the petroleum industry
and by the users of its products.
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A scene from BP’s new film,
CANADA, showing an Inuit on
motorized sled in the Arctic,
dissolving into spring crocuses
blossoming on the west coast.
Produced by Christopher Chapman,
the film depicts the diversity of

the people, climate, and geograph
of Canada. =




Five year financial
summary*

(Dollars in thousands except
per share amounts)

1972 1971 1970 1969 1968
Balance sheet
Current assets $ 85,029 $ 77,846 $ 73,198 & 73,722 $ 65,115
Current liabilities 56,898 60,019 55,919 60,057 41,046
Working capital 28,131 17,827 17,279 13,665 24,069
Investments and advances 12,252 14,091 13,340 12,568 12,516
Property, plant and equipment —
net : : ; 263,326 265,188 257,491 253,057 238,799
Capital employed 303,709 297,106 288,110 279,290 275,384
Deduct: Long term debt 56,170 65,184 74,9684 88,037 88,848
Other non-current
liabilities 1,480 1,546 1,646 909 -
Shareholders' equity 246,059 230,376 211,480 190,344 186,536
Per common share $11.72 $10.97 $10.07 $9.55 $9.36
Income
Net revenue 256,500 244,690 223,082 208,152 201,688
Expenses 236,008 225,442 208,782 201,228 191,634
Income before income taxes and
extraordinary items 20,492 19,248 14,300 6,924 10,054
Income taxes 1,800 3,600 3,000 1,233 3,786
Income before extraordinary items 18,692 15,648 11,300 5,691 6,268
Extraordinary items:
Income tax credit 1,563 3,100 1,653 210 2,250
Other debits (576) (750) — — —
Net income for the year $ 19,679 $ 17,998 $ 12,953 $ 5,901 $ 8,518
Per common share
Income before extraordinary items 89¢ 74¢ 53¢ 28¢ 31¢
Extraordinary items 04¢ 11¢ 08¢ Oig¢ 11¢
Net income for the year 93¢ 85¢ 6ig 29¢ 42¢
Total funds derived from
operations . . $ 38,727 $ 37,290 $ 29,240 $ 29,658 $ 29,896
*On the basis described in notes
1, 2 and 7 to the consolidated
financial statements
Five year operating
summary
(Barrels per day except natural gas)
Refined product sales (excluding
sales to other oil companies) 94,680 94,400 96,431 91,099 811
Crude oil processed at refineries 98,743 99,079 100,000 93,638 81,353
Net sales of crude oil and '
natural gas liguids 23,977 22,132 21,326 18,871 18415
Net sales of natural gas '
(Thousands of cubic feet
per day) 86,363 80,125 77,660 58,175 55,514
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Financial °©
Review

Consolidated net income for 1972 was $19,679,000 or 93¢ per common share
an increase of 9% over 1971 earnings of $17,998,000. Results for both years
were after extraordinary items, principally income tax credits arising from the
availability of income tax deductions from prior years as detailed in Note 8 to
the financial statements.

Revenues increased 5% to $256,500,000 in 1972 from $244,690,000 in the
previous year, Significant factors in the improvement were increased revenues
from refined product sales and increased revenues from and higher sales
of crude oil and natural gas.

Total costs and expenses increased $10,566,000 in 1972 reflecting higher
imported crude oil prices and the generally rising costs of labor and materials.

The effective annual dividend rate on common shares was increased from 10¢
per share in 1971 to 15¢ per share in 1972. The number of shares eligible for
dividends increased substantially on December 23, 1971 when 13,150,600
common shares were issued in exchange for the BP petroleum interests in
Canada and again on October 18, 1972 when 3,730,935 shares were issued,
' on amalgamation, to the minority shareholders of BP Qil and Gas Ltd. in
exchange for their shares in that company. The above transactions are more
fully detailed in the notes to the financial statements.

Working capital at December 31, 1972 was $28,131,000, an increase of
$10,304,000 during the year. Funds on hand at the beginning of the year,
together with those generated from operations and from the sale of property,
plant and equipment were more than adequate to cover requirements during
the year. Subsequent to the year end, the company sold privately $50,000,000
Debentures in Canada and the U.S.A. and negotiated a loan in the United
Kingdom, guaranteed by the Export Credit Guarantee Department, of
£3,150,000, which will provide funds for the expansion of the Trafalgar
Refinery (see Note 10 to the financial statements).




BP Canada Limited and subsidiaries

Consolidated Statement of Income
For the year ended December 31, 1972

1972

\BP

1971

(thousands of dollars)

Revenue:
Sales and services $271,436 $257,666
Less federal sales taxes 16,351 14,523
255,085 243,143
Income from investments 1,415 1,547
: 256,500 244,690
Expenses:
Purchases of crude oil, products and merchandise 135,023 133,647
Operating and administration 75,660 67,308
Depreciation (note 1) 13,532 13,264
Depletion (note 1) 7,764 6,572
Interest and discount on long term debt 4,029 4,651
236,008 225,442
Income before income taxes and extraordinary items 20,492 19,248
Income taxes (note 8) 1,800 3,600
Income before extraordinary items 18,692 15,648
Extraordinary items:
Income tax credit (note 8) 1,563 3,100
Amalgamation expenses (note 2) (325) —
Deferred expenditure written off — pipeline
research (after income taxes of $237,000) (251) —
Cost of acquisition of BP petroleum interests
(note 2) —= (250)
Provision for costs of integration
(after income taxes of $500,000) — (500)
987 2,350
Net income for the year $ 19679 $ 17,998
Income per common share (notes 2 and 7)
Before extraordinary items $ B9 § T4
Extraordinary items .04 (il
Net income for the year $ 83 % .85

See accompanying notes
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BP Canada Limited and subsidiaries

Consolidated Statement of Source
and Application of Funds
For the year ended December 31, 1972

1972

{BP

1971

(thousands of dollars)

Funds derived from:

Income before extraordinary items $ 18,692 $ 15648
Extraordinary items 987 2,350
Net income for the year 19,679 17,998
Add (deduct) items not resulting in a flow of funds
in the current year:
Depreciation and depletion (note 1) 21,296 19,836
Profit on redemption of long term debt (265) (234)
Other (1,983) (310)
Total funds derived from operations 38,727 37,290
Issue of capital stock 10 36
Long term borrowing 643 22
Proceeds on sale of property, plant and equipment 7,61 2,803
Net decrease (increase) in investments and advances 1,099 (1,053)
Increase in working capital contributed by parent
company —_ 2,143
Total funds derived 48,090 41,241
Funds applied to:
Additions to property, plant and equipment 24,322 29,729
Repayments of long term debt 9,392 9,588
Net repayments of gas supply contract advances 66 100
Redemption of preference shares 2 63
Premiums paid on acquisition of going concerns 853 730
Dividends 2,806 483
Tax paid on undistributed income 345 —
Total funds applied 37,786 40,693
Net increase in working capital 10,304 548
Working capital, beginning of the year 17,827 17,279
Working capital, end of the year $ 28131 "$1T827

See accompanying notes
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BP Canada Limited and subsidiaries

(Incorporated under the laws of Ontario)

Consolidated Balance Sheet
December 31, 1972

1972 1971
ASSETS (thousands of dollars)
Current:
Cash and short term investments, at cost which
approximates market $ 903D & 5007
Accounts receivable 52,514 47,465
Due from affiliated companies — net (note 3) 1,826 —
Inventory, valued at the lower of cost or market 25,835 23,490
Prepaid expenses and deposits 1,922 1,664
Total current assets 85,029 77,846
Investments and advances:
Investments in other companies (note 4) 4,228 4,636
Mortgages, loans and long term deposits 7,017 8,277
Lease payments, at amortized cost 1,007 1,178
Total investments and advances 12,252 14,091
Property, plant and equipment,
At cost less accumulated depreciation and depletion
(note 5) 263,326 265,188
$360,607 $357,125

On behalf of the board

e

-

Director p
L
e
-
&~

Director

See accompanying notes
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\BP

LIABILITIES AND SHAREHOLDERS’ EQUITY (1 cands of doltu)

Current:
Bank loan $ 8070 $ 7,200
Notes payable - - 7,000
Accounts payable and accrued charges 40,198 36,754
Due to affiliated companies — net (note 3) — 225
Dividends payable 295 222
Current maturities of long term debt 3,731 6,556
Deferred production income 4,604 2,062
Total current liabilities 56,898 60,019
Gas supply contract advances ‘ 1,480 1,546
Long term debt (note 6) 56,170 65,184

Shareholders’ equity:
Capital stock (note 7) 185,416 185,408
Retained earnings 60,643 44,968
246,059 230,376
$360,607 $357,125

See accompanying notes
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BP Canada Limited and subsidiaries @

Consolidated Statement of Retained Earnings
For the year ended December 31, 1972

1972 1971
(thousands of dollars)

Balance, beginning of the year

As previously reported $ 44986 $ 30,852
Deduct —
Deficit attributable to minority interest in
BP Oil and Gas Ltd. (note 2) 18 2,669
As restated 44,968 28,183
Net income for the year 19,679 17,998
Premiums paid on acquisition of going concerns
(note 1) (853) (730)
Tax paid on undistributed income (345) T
63,449 45,451
~ Dividends:
Common shares 2,730 406
Preference shares 76 7L
(2,8086) (483)
Balance, end of the year $ 60,643 $ 44,968

See accompanying notes

Auditors’ Report

To the Shareholders of
BP Canada Limited:

We have examined the consolidated balance sheet of BP Canada Limited and
its subsidiaries as at December 31, 1972 and the consolidated statements of
income, retained earnings and source and application of funds for the year
then ended. Our examination included a general review of the accounting
procedures and such tests of accounting records and other supporting evidence
as we considered necessary in the circumstances.

In our opinion these consolidated financial statements present fairly the
financial position of the companies as at December 31, 1972 and the results
of their operations and the source and application of their funds for the year
then ended, in accordance with generally accepted accounting principles
applied on a basis consistent with that of the preceding year.

Montreal, Canada,
March 8, 1973.

Chartered Accountants
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BP Canada Limited and subsidiaries @

Notes to consolidated financial statements
December 31, 1972

1. Accounting policies
The principal accounting policies are summarized below:

Investment in subsidiary companies —

The consolidated financial statements include the accounts of subsidiary
companies, all of which are wholly owned. If the purchase price of shares of a
subsidiary exceeds their net book value at the acquisition date, the excess is
allocated to the assets acquired up to their fair values, and additional
depreciation, depletion and amortization provided thereon from that date. Any
excess of cost over the fair value of assets acquired is charged to retained
earnings.

Depreciation —
Depreciation on marketing, refining and production assets is provided on a
straight line basis over the estimated useful lives of the assets.

Exploration and development costs —

The full cost method of accounting is used, whereby all costs related
to the exploration for and the development of oil and gas reserves are
capitalized, whether related to productive or non-productive properties.
Proceeds received from the disposal of properties are credited against the
costs, and the net costs are amortized by the composite unit of production
method based on total estimated proven reserves.

Inventories —

Inventories of crude oil, refined products and merchandise are valued at the
lower of cost (determined on a first-in first-out basis, which for manufactured
refined product is based on the average cost of manufacture for the year) and
net realizeable value.

Sales and services —
Sales and road taxes collected for the provincial governments have been
excluded from sales and services revenue.

Income taxes —

Under Canadian income tax law, drilling, exploration and lease acquisition
costs may be deducted from income and any amounts not deducted may be
carried forward to subsequent years. Although the utilization of the maximum
available deductions may eliminate or reduce current income tax liability, it
may also result in the payment of additional taxes in the future when recorded
charges against income exceed those available for tax purposes. Directly
influencing the timing and amount of this future liability, however, are additional
deductions available from continuing exploration and development investment
which will result in a further deferment of tax liability. For this reason the
companies, in common with many others in the oil and gas industry, do not
provide for income taxes deferred as a result of claiming deductions of this
nature for tax purposes greater than the related charges in the accounts.

2. Material transactions
On October 18, 1972 the former BP Canada lelted amalgamated with its
65.9% owned subsidiary, BP Oil and Gas Ltd. The 15,124 5% cumulative
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Notes to consolidated financial statements (continued)

redeemable sinking fund preference shares and the 17,268,889 common
shares of the company outstanding prior to the amalgamation were effectively
continued in the amalgamated company, and 3,730,934.8 additional common
shares were issued in respect of the shares in BP Oil and Gas Ltd. held by the
minority interest. The shares in BP Qil and Gas Ltd. held by the company were
cancelled.

The assets and liabilities and operations of BP Qil and Gas Ltd. were included
in the prior year's consolidated financial statements; the amalgamation resulted
in the restatement of the minority interest as capital stock and as consolidated
retained earnings ($27,140,000 and $2,304,000 respectively at October 17,
1972).

The petroleum marketing, refining and exploration interests of the BP Group
in Canada were acquired by the former BP Canada Limited for shares in 1971,
and the assets, liabilities and retained earnings of those companies have been
consolidated at their carrying values in their respective financial statements;
the results of their operations have been retroactively included with those of
the former BP Canada Limited and its subsidiaries for the periods presented.
This transaction is described in detail in the notes to the consolidated financial
statements included in the company’s 1971 annual report.

1972 1971
3. Due from (to) affiliated companies (thousands of dollars)
Purchases of crude and product $ (1,418) $§ (282)
Dividend due to parent company (5186) -
Less: Due from parent company 3,764 = —
Miscellaneous intercompany accounts (4) 57
Net due from (to) affiliated companies $ 1826 5 H(225)
1972 1971
4, Investments in other companies (thousands of dollars)
Shares of effectively controlled companies, at equity 3 6515 139
Investments in other companies, at cost:
Not quoted 3,276 3,607
Quoted (market value 1972 — $3,086,000
1971 — $2,729,000) 887 890
$ 4228 § 4,636
5. Property, plant and equipment 1972 1971
(thousands of dollars)
Accumulated
Investment depreciation Net Net
at cost and depletion investment investment
Exploration and production $202,166 $ 79,344* $122,822 $121,568
Refining 105,088 51,000 54,088 55,290
Marketing 145,731 59,315 86,416 88,330

$452,985 $189,659 $263,326 $265,188

*Includes depletion of $60,496
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Notes to consolidated financial statements (continued)

1972 1971

6. Long term debt (thousands of dollars) .

BP Canada Limited:

Mortgage loans payable $ — $ 2
Other long term debt 600 —
Subsidiaries of BP Canada Limited:
BP Qil Limited —
Mortgage loans payable 454 261
Notes due 1972 to 1975 (average rate 5.8%) 6,500 10,000
Other —
Mortgage loans payable 275 =

Subsidiaries of BP Oil Limited:
BP Refinery Canada Limited —
5% % first mortgage sinking fund bonds

Series A, maturing March 15, 1979 7,609 8,711
5%4% sinking fund debentures Series A maturing
October 1, 1986 26,523 27,708

Supertest Investments and Petroleum Limited —

Bank loans secured by certain oil and gas
properties, payable over a period of five years . 1,307 1,929

BPOG Operations Ltd:
Bank loans secured by certain oil and gas properties

payable over a period of five years — 3,381

64 % Series B notes 16,143 19,476
Other !ong-t'erm debt 490 —

59,901 71,740

Less current maturities included in current liabilities 7ol 6,556

$ 56,170 $ 65,184

In addition to the current maturities included in current liabilities at December
31, 1972 it is estimated that further repayments of the 6% % Series B notes
from production proceeds during 1973 will amount to $3,700,000.

Repayments and sinking fund requirements during the four years subsequent
to December 31, 1973 are as follows:

1974 — $9,094,000 1976 — $6,157,000

1975 — $8,263,000 1977 — $2,078,000

Sinking fund requirements with respect to debentures issuable in 1973 will be
'$2,000,000 in 1977 (see note 10).
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Notes to consolidated financial statements (continued)

7. Capital stock 1972 1971
Authorized: (thousands of dollars)
27,194 preference shares of $100 par value
each, of which 15,194 (15,219 in 1971)
are designated 5% cumulative
redeemable sinking fund preference
shares of $100 par value each
redeemable for $103 or at par for
sinking fund purposes
Nil Class A fully participating
non-voting shares without par value
(344,390 in 1971)
30,000,000 common shares without par value
Issued: (note 2)
15,194 5% cumulative redeemable sinking fund

preference shares (15,219 in 1971) SbR0NES 11522
Nil Class A fully participating
non-voting shares (344,390 in 1971) 183,886

21,001,023.8 common shares (20,999,823.8 in 1971) 183,896
$185,416 $185,408

Under the terms of the agreement for the acquisition of the petroleum interests
of the BP Group in Canada, BP Canadian Holdings Limited offered to purchase
for $20 each all except 41,590 of the outstanding Class A shares and to donate
all shares so acquired to the company. During 1972 a total of 295,001 Class A
shares were donated and cancelled, and the remaining 49,389 Class A shares
were converted to common shares on a share for share basis. The earnings
per share calculations in these financial statements give retroactive effect to the
donation, cancellation and conversion of the Class A shares and to the
conversion and cancellation of shares on the amalgamation of BP Canada
Limited and BP Qil and Gas Ltd. as stated in note 2.

At December 31, 1972, giving retroactive effect to the amalgamation with BP
Qil and Gas Lid. described in note 2, options were outstanding to officers and
employees to purchase 13,600 common shares at prices ranging from $8.32%2
to $13.27V2 exercisable annually to January 25, 1976. Options with respect
to 1,200 common shares were exercised during the year at a price of $8.32%2
per share.

The company redeemed for cash 25 preference shares during the year.

8. Income taxes

The policy of accounting for taxes on income which have been eliminated
for tax purposes by claiming exploration and development expenses outlined
in note 1 differs from the tax allocation basis of accounting recommended
by the Canadian Institute of Chartered Accountants which requires that
income taxes be provided for on the basis of income reported in the
accounts. If the companies had provided for deferred taxes with respect to
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Notes to consolidated financial statements (continued)

these timing differences, the increase in deferred income taxes and the

decrease in net income would be as follows: Per share
s el R e Ay AT S AL it S s e E61030/0005 .29
SR e s F e B R 5,335,000 ; 25

The accumulated deferred income tax credit for current and prior years would
have been approximately $18.2 million at December 31, 1972 ($12.2 million at
December 31, 1971).

In addition, on a cumulative basis the capital cost allowances claimed to
eliminate taxable income have been significantly less than the related
depreciation charged in the accounts. This difference has been available as a
deduction in the determination of taxable income of subsequent years; the
resulting tax benefits have been reflected in the accounts as extraordinary
items when realized ($1,563,000 in 1972 and $3,100,000 in 1971). The
aggregate unrecorded potential reduction in future income taxes was estimated
to be approximately $9 million at December 31, 1972 ($ 11 million at December
31, 1971).

9. Pension plan

The pension plan provides retnrement benefits for substantially all employees.
—A& Tecent acluaral valuation indicated that all liabiliies of the plan were fully

funded by assets held by the trustees.

10. Commitments and subsequent events

Commitments in the ordinary course of business for the acquisition or
construction of fixed assets, with the exception of the refinery expansion
discussed below, are not significant in relation to net assets.

A contract has been signed with a general contractor for the main process units
and contracts have been signed or are being negotiated for the balance of the
work to expand the Trafalgar Refinery to a capacity of approximately 78,000
barrels per day. The new- facilities which are scheduled to be on stream
towards the end of 1974 are estimated to cost $60,000,000. After the year
end the company concluded the private placement of $25,000,000 7% %
debentures in United States funds, and $25,000,000 8% % debentures in
Canadian funds, both unsecured and maturing February 15, 1993, with
expenses of the issue estimated at $500,000, and a 6% loan of £3,150,000
guaranteed by the Export Credit Guarantee Department (a United Kingdom
Crown Agency), which will provide funds for the refinery expansion. On
February 15, 1973 the company delivered to the purchasers debentures
totalling $6,000,000 United States funds and $24,750,000 Canadian funds. The
remaining $19,000,000 United States funds and $250,000 Canadian funds
debentures will be delivered during 1973.

Total rentals under leases expiring more than three years after the year end
amounted to approximately $25,600,000 of which $2,500,000 is payable in 1973.

11. Remuneration of directors and senior officers

The aggregate direct remuneration of the directors and senior officers of the
company and of the two amalgamating companies (see note 2) was $621,000
in 1972, which includes $457,000 for the year in respect of those who were
the directors and senior officers of the company after amalgamation.
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Additions to property, plant and
equipment
(Millions of dollars)

40.9

29.7
26.8

21.4

1968 1969 1970 1971 1972

Net revenue
(Millions of dollars)

256.5
244.7
223.1
2017 2082
1968 1969 1970 1971 1972
% return on average
capital employed
7.74° 189

6.42

5.13
4.02

1968 1969 1970 1971 1972

Net income per dollar of net revenue
(Cents)

7.38 7.67

5.81

2,83
1968 1969 1970 1971 1972

Total funds derived from operations
(Dollars per common share)

i

1968 1369 1970 1971 1972
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