






















































The costs accumulated in each producing area of interest are written down (included in depletion) 
when the caving value for that particular area of interest exceeds the estimated value of the 
economically recoverable proven and probable ore reserves. 

(d) Methanol Plant 
All costs incurred prior to the commencement of commercial production and relating to the construction 
of the Kitimat methanol plant including pre-production expenses, start-up costs and financing charaes 
have been capitalized Commercial production commenced on December 1, 1982 and, therefoc 
accompanying consolidated financial statements reflect operations of the plant from that date. 

(e) Capitalization of Interest Costs 
The costs of major development projects (such as the construction of the methanol plant and the 
development of the gold mine) include interest and other financing charges on funds specif~cally 
borrowed to finance such projects. Such charges are capitalized (1983 - $35,451,000; 1982 - 
$22,519,000) and are depreciated against production revenues on a basis similar to other develor 

I 
ment costs. 

(f) Drilling and Well Service Rigs and Related Property and Equ~pment 
Costs of new equipment and upgrading existing equipment are capitalized. Repairs and replacemenl 
which do not extend the useful lives of assets are expensed as incurred The cost and relatea 
accumulated depreciation are removed from the accounts when an asset is sold or retired and the I resulting gain or loss is included in earnings. 

(g) Depreciation 
Depreciation Of production equipment is provided on a unlt of production basis based upon estimate 
recoverable reserves of gas and oil within a project area. 

Depreciation of drilling and construction assets is provided on methods and at rates which will akiortiz 
the cost of the assets over their estimated useful lives. The annual rates of depreciation on rnajc 
classes of assets are: 

Drilling and service rigs - 10 percent (based on operating days) 
Construction equipment - 20 percent to 35 percent 

Depreciation of the methanol plant is provided on a straight-line basis at rates wh~ch are designed to 
write the asset off over the estimated useful lives of its major components, functional areas and related 
facilities. 

(h) Revenue Recognition 
The revenues and expenses on drilling and construction contracts are recorded on the percentage c 
cbmpletion basis. 

(i) Foreign Currency Translation 
Current assets and current liabilities are translated to Canadian dollars uslng the exchange rate 11 
effect at the balance sheet date. Other assets and liabllit~es are translated at the rate in effect at the tim~ 
the onglnal transactions took place. Revenue and expenses (excluding depletion and depreciatioi 
which are translated at the rate of exchange applicable to the related asset) are translated usin! 
average rates of exchange throughout the year. 

(j) Pension Plans 
The Company and its U.S. subsidiary have implemented non-contributory, benefit-based pension plans 
for substantially all permanent, full-time employees. Pension costs associated with current service are 
expensed and funded in the period in which the service is rendered. Past service costs remaining tc '- 

charged to earnings are amortized and funded over a fifteen year period 

(k) Deferred Gas Revenues 
Amounts received under take-or-pay provisions of gas sales contracts are deferred and will bc 
recognized as revenue when reserves comm~tted under the contracts are delivered to the purchasers 




















