






REPORT TO SHAREHOLDERS 

1984 was a record year for your com- 
pany Revenue was $25.2 million, up 
32% over the previous year. Cash Bow 
from operations increased 38X~ to 
514.0 million. After preferred divi- 
dends of $2.0 million, cash flow was 
equivalent to $3.34 per share on an 
increased number of outstanding 
shares. On a fully diluted basis, cash 
flow from operations amounted to 
51.48 per share. 
Net Income increased 13% to 64.0 
million, equivalent to 10.56 per out- 
standing share, or $0.31 per share on 
a fully diluted basis. 

Prior to 1984, our exploration ex- 
penditures and acreage acquisition 
costs offshore Labrador were capital- 
ized at $55.1 million in a cost centre 
separate £ram the on-shore expendi- 
tures. We have elected in 1984 to 
combine the off-shore and on-shore 
cost centres and to add 520 million 
to our depletion pool. The 520 mil- 
lion represents the reduction in the 
value of our off-shore holdings. The 
change does not dec t  our cash flow 
The improved financial perhnnance 
is the result of a 22% increase in the 
volumes of oil produced during the 

year to an average of 164 cubic meters 
(1,030 barrels) per day and a 31% 
increase in average daily gas produc- 
tion to 355,000 cubic meters (12.6 
million cubic feet). The substantial 
improvement enabled the Company 
to declare an initial dividend on its 
ordinary shares of $0.50 per share. 
The Company increased its explora- 
tion e&rt in 1984, particularly in Sas- 
katchewan where almost 25% of our 
capital expenditures occurred. 
Our proved and probable additional 
reserves of oil increased by 7% to 
1,006 thousand cubic meters (6.3 mil- 
lion barrels), after deducting the vol- 
umes produced during the year. Our 
proven and probable reserves of gas 
increased 3% to 2.4 billion cubic 
meters (86 billion cubic feet). 
ProMdre-s of oil, as aproportion 
of our total oil reserves, increased 
significantty, h m  50% in 1983 to 78%. 
The in- is due to the initiation 
of an enhanced oil recovery scheme 
in the Deer Mountain resetwir. 
Based upon widely used estimates of 
future oil and gas prices, the undis 
countedvalue of our oil and gas assets 

is $624 million. Applying a 20% annu- 
al discount before tax (in our case 
equivalent to about 15% after tax), 
the present value of our hydrocarbon 
reserves is $99.3 million. The previ- 
ous year's values were 6646 million 
and 190 million respectively when 
higher estimates of future priceswere 
employed. 
Our capital expendihlres in 1984 were 
$9.6 million, equimlent to $7 million 
after all government incentives. We 
participated in the drilling of 49 wells. 
34 ofwhich were completed as oil or 
gas producers. 

Industry Outlook 
In spite of the downward pressures 
onworld oil prices and the reduction 
in the price of gas sold to the United 
States, the expectations of the indus 
try have improved since the Federal 
election. Statements made by the elec- 
ted representatives during the elec- 
tion campaign and subsequently by 
Government ministers have caused 
industry spirits to rise. We now await 
Government action to turn the vai- 
ous statements into reality. 
Faced with a large deficit, the C;overn- 
ment will be hard pressed to take 
action that will increase industry cash 
flow. The Likelihood is that the Nation- 
al Energy Program will be changed in 
a manner that will not reduce the 
Government's take. 
We do expect the Government to do 
awaywith the retroactive 25% Feder- 
al back-in on frontier lands. 
The reduction in the price of gas sold 
to the United States to a Level competi- 
tivewithindigewussupplieswU~t 
in higher sales. However, revenue to 
gas producers in 1985 will likely be 
about the same a. 1984. 












































