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CORPORATE PROFILE

Oakwood Petroleums Ltd. is a Canadian owned and controlled public company with a Canadian Ownership
Rate (“COR”) of 92%. The Company was incorporated under the laws of Canada on November 28, 1925.

The Company’s principal business is the acquisition of, exploration for and development and production
of oil and natural gas, primarily in Alberta, Saskatchewan, British Columbia and certain Canadian frontier
regions. Through subsidiaries, the Company also has interests in various other parts of the world, including
the United States, Australia and offshore Spain.

The Company continued its pattern of growth by acquisition in 1984. In the first half of the year, it increased
its ownership of Conventures Limited from 28% to 83% and acquired 75% of New York Qils Limited, for which it
issued as consideration a total of 3,254,310 Class A Non-Voting Shares and 1,084,083 Class A Non-Voting
Share purchase warrants valued at $26.0 million. In October and November, Conventures acquired 99% of
Encounter Energy Resources Limited for $8.6 million cash. In December, Oakwood acquired 31% (43% of the
voting rights) of Durham Resources Inc. for $7.7 million in preferred shares of a wholly owned subsidiary
company, and thus added mining to its scope of activities.

In addition to its investment in Durham, the Company also has long-term investments in Alberta Natural
Gas Company Ltd and American Oakwood Energy Ltd.

The number of outstanding shares of the Company was reduced in 1984 by repurchases by the Company
of both Class A Non-Voting and Common Shares. The repurchase program, which is continuing in 1985,
was implemented in response to the reduced market prices of the shares and will be continued as long as the
Directors determine it to be a worthwhile investment of the Company’s funds. Both the repurchase program
and a donation of shares to the Company in 1984 have enhanced the investment of the Company’s continuing
shareholders.

The Company presently employs 162 people at its head office in Calgary, Alberta, its five field offices in
Alberta and British Columbia, and its office in Sydney, Australia.

Shares of the Company are listed on the Toronto, Alberta and Montreal Stock Exchanges and trade under
the symbol OAK.
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Shareholder Information

ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS

An Annual and Special Meeting of Shareholders of the Company
will be held in Macleod Hall “B" at the Calgary Convention Centre,
120 Ninth Avenue S.E., Calgary, Alberta at 10:00 a.m., Calgary Time,
on May 28, 1985.

The petroleum industry in Canada has officially converted to the
International System of Units for measuring and reporting. The
following table notes conversion factors relevant to the industry.

Divide

To Convert from To By
Thousand cubic feet Thousand cubic

(mcf) gas L metres (10°m3) . .. .. 35.4937
Barrels (bbls) oil . . : Cubic metres (m3) ... . .. 6.2898
Feet (well depths) . .. .. Metres(m) ............ 3.2808
Miles (distance) Kilometres (km) . ... ... . 0.6214
Acres (land) = . ... ... Hectares (ha) . ... ... ... 2.4710



HIGHLIGHTS

OPERATIONS
1984 1983
Canadian proved reserves as at July 1(1)
Crude oil (millionof barrels) .. ...... ... ... .. . ... .. .. .. ... ... 38.2 354
Natural gas (Bcf) ... ... . 305 252
Daily production
(11070 [-Na ] [{{al-T{ =1 & ) LR T T rrrepey 9,948 9,248
Natural gas (Mmcf) ... .. .. .. 25.5 205
Canadian land holdings (thousands of acres)
GNOBE oo 55 07 5 5 P B 5 B 6 6 5 o St o o o = o o . 4 2 1 v e g o 13,197 10,093
Net . :ccominevosoommmners oo smmmn e s e p puns s 1,286 1,030
Wells drilled
Gross . .. .. O 138 108
NBE 5o o a5 5 5 58 5 500008 5 6 5 5 5 m e e o o o o5 1 o Ao o S e e o a1 8 37.8 36.5
(1) Excluding reserves in the Beaufort Sea-Mackenzie Delta region
FINANCIAL (thousands of dollars except per share amounts)
REeVENUE . . $108,317 $ 88,443
Cash flow from operations .. ... ... . ... 44,855 40,310
Per share ... . . 3.08 3.96
Discretionary cash flow ... ... . ... 33,921 27,494
Per share ... .. . . 2.33 2.70
Earnings before extraordinaryitem . .. ... .. ... . ... ... ... 6,219 5,665
Per Class A Non-Voting Share .. .. ... ... ... ... . . .. .. .. ... ...... 0.13 0.1
Per Common Share . ... ... . ... 0.05 0.06
Netearnings . . . . .. 6,219 6,693
Per Class A Non-Voting Share .. ... ... ... .. . .. ... . ... .. . . ... 0.13 0.21
PerCommoniShare! ...« .« e x s sewae nn g 6 6 b ovsms v e 85 5 5oan 5555 8o b b 0.05 0.16
Total assets .. .. . 546,317 426,228
Shareholders’ equity . .. ... .. ... 124,592 103,923
Capital expenditures . .. ... . ... . ... 45,945 44,781
Revenue Cash Flow From Operations Total Assets
Millions of Dollars Millions of Dollars Millions of Dollars

1980 1981 1982 1983 1984
355 478 704 861 156 223 196 403 449 228 370 400 426 546
11.0 179 149 204
85 _29 31 _18
550 686 884 1083

1881 1982

1980 1981 1982 1983 1984







i T e 0 DA B 0 T s G BB 8 S B 27|
REPORT TO THE SHAREHOLDERS

We are pleased to present the accompanying Annual Report to you,
covering your Company’s operations and activities for the year 1984. During
1984, the Company undertook to provide to our shareholders and the financial
community a detailed yet concise reference guide to your Company’s history,
operating status and corporate strategy for the future. That information was
presented in the 1984 Corporate Profile, wherein your management outlined
Oakwood’s strategy of continuing to pursue a policy of growth and expansion—by
developing our land holdings through exploration and development and thereby
enhancing our oil and gas reserves base, yet still maintaining an active but
selective acquisition program.

The financial and operating results outlined herein attest to the successes
your Company has achieved in adhering to this policy, and include:

. Several exploration successes in northern Alberta and in the Beaufort

Sea-Mackenzie Delta region.

. A very favourable finding cost for conventional reserves in western
Canada, $3.22 per equivalent barrel, for the five year exploration and
development program through June 30, 1984.

. Additions to proved reserves of both crude oil and natural gas (net of
reserves added through acquisitions) in excess of the record levels of
production attained during 1984.

. Record levels of cash flow from operations and discretionary cash
flow.

. Continued development of our managerial team and support staff,
taking maximum advantage of technological advances to improve our
productivity.

1984 saw Oakwood involved in a number of exciting corporate developments.
Your Company completed take-over bids for and now owns approximately 84%
of Conventures Limited, 76% of New York Qils Limited and 100% of Encounter
Energy Resources Limited. Oakwood also acquired 31% (43% voting control)
of Durham Resources Inc., an investment which provides diversification into the
mining sector as well as additional and unique opportunities in the petroleum
and natural gas sector of our natural resource economy. By virtue of the acqui-
sition of control of Conventures Limited, as well as additional investments in the
open market, your Company’s ownership in Alberta Natural Gas Company Ltd
increased to 33% at the end of 1984.

The primary focus of your Company’s activities is the oil and gas exploration
and production industry. Your management is indeed encouraged by the
dramatic change in the approach of the Federal Government, as evidenced by
the Western Accord announced in late March 1985 which eliminated most of
the remaining provisions of the infamous National Energy Program. The Western
Accord heralds a much more rational and business-like approach to government
involvement with our industry and seems to recognize the economic importance
of this industry to our country, its development and well-being. The longer term
impact of the provisions of the Western Accord points to significantly enhanced
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opportunities both for our Company and the industry in general. We look
forward to the challenges presented by this new era and believe that our
Company is strategically positioned to exploit these opportunities.

In accordance with earlier undertakings by the Board of Directors, your
management intends to present to the shareholders, at our Annual Meeting on
May 28, 1985, a proposal which will add take-over bid protective provisions for
our Class A Non-Voting Shareholders, thereby ensuring equitable treatment to
both the holders of our Common and Class A Non-Voting Shares in the event of
a take-over bid by an outside party at any time.

Our management team has undergone several changes during the past
year. Mr. Kenneth W. Germond has retired as Executive Vice-President, having
served the Company most capably and professionally in an Officer role since
1977. We are deeply appreciative of his contribution to our Company’s growth
and success and are pleased to announce that he will continue to provide his
invaluable counsel to the Company, both as a Director and also as Special
Assistant to the President’s Office. Mr. D. Nolan Blades, formerly Senior Vice-
President, succeeds Mr. Germond as Executive Vice-President of the Company.
Also during 1984, three new Officers were appointed—Mr. George W. Faulkner to
the office of Vice-President, Corporate Development, Mr. Lloyd D. Mann as
Vice-President, Production and Operations, and Mr. John G. Fletcher as Vice-
President, Finance.

As we look into 1985 and the exciting period ahead of us in our industry,
we realize that our success in facing the challenges ahead of us is dependent
on the dedication and commitment of our employees. Their efforts, and those of
our management team, have materially benefitted both Oakwood and its
shareholders in the past, and will continue to do so in the future. We take this
opportunity to express our sincere gratitude to them for their efforts.

A special tribute is due to Mr. Carl O. Nickle who will be retiring from our
Board this year. We would like to thank him for his contribution, not only to
Oakwood during the past year since our acquisition of Conventures, but more
importantly for his life-long dedication and commitment to the business,
political and cultural environment of Canada. Mr. Nickle will be asked to serve
as a Director Emeritus of your Company at our upcoming Shareholders’
Meeting and we look forward to ongoing benefits for the Company from his wise
counsel and input.

We look forward to 1985 and beyond with optimism. Given the implementation
of the provisions of the Western Accord, the abilities and dedication of our staff,
and your continued support and encouragement, we anticipate continued
growth and success for your Company.

Dallas E. Hawkins Brian S. Ekstrom
Chairman of the Board President and
Chief Executive Officer



EXPLORATION

SUMMARY

In 1984, Oakwood concentrated its Canadian
exploration programs in Alberta and the Beaufort Sea-
Mackenzie Delta area. Direct exploration expenditures
in Canada, before Petroleum Incentives Program Credits,
increased 15% over the previous year, to $21.7 million.
International exploration expenditures, concentrated
in Australia, also increased by 15%. Canadian explora-
tory drilling activity increased slightly to 36 wells, the
second highest figure in the Company’s history, from
34 wells in 1983, and vyielded seven oil wells and eleven
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& Major Exploratory Areas

NORTHERN ALBERTA

The Company has significantly expanded its ex-
ploration activities in northern Alberta, particularly
in oil prone areas. Thirty-one wells, of which 17 were
exploratory in nature, were drilled in 1984 compared
to only 13 wells in 1983. Nine additional wells have
been drilled in the first quarter of 1985. The exploratory
tests in 1984 yielded five oil wells and two gas wells.
As a prelude to increased future activity in this region,
in 1984 the Company acquired land interests in the
Randell, Normandville and Seal West areas and also
acquired an additional 1,000 miles of seismic data.

In the Randell area, approximately 160 miles north-
west of Edmonton, Oakwood now has a 20% interest
in almost 20,000 acres. The original interest was
acquired through a farm-in which covered 11,520 acres.
In 1984, the Company added 8160 acres acquired
at two Crown land sales. The discovery oil well was
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gas wells. Outside of Canada, nine exploratory wells
were drilled yielding one gas well in Papua New Guinea.
The Company’s Canadian gross and net land holdings
increased by 31% and 25%, respectively, due to the
acquisitions of Conventures, New York Qils and En-
counter, while the Company’s international land holdings
also increased significantly, primarily offshore Australia.

Of particular note is the Company’s cost of finding
reserves in western Canada. For the five year period
ended June 30, 1984, and based on the July 1, 1984
independent reserves report, Oakwood'’s finding cost
was $3.22 per equivalent barrel, a figure significantly
below the industry average.

TIDE

SANDHILLS

WESTERN CANADA

drilled in March 1984 at a location determined by
seismic programs conducted in 1983 and 1984. Three
of the four wells drilled since that discovery have been
oil wells, with two producing from two formations.
These results, and the fact that three oil discoveries
have been drilled by other operators on offsetting
acreage, provide encouragement as to the ultimate
development potential of the area. The Company is
currently upgrading an access road to allow summer
testing and production activity. Additional acreage has
been obtained in the surrounding area - at Shaw Creek,
where the Company has a 6.25% interest in 13120
acres, and at Sutton Lake, where the Company has
purchased a 33.33% interest in 5,760 acres.

The Normandville area, approximately 230 miles
northwest of Edmonton, has been an area of significant
exploration by the industry during the past three years
in the search for oil reserves primarily in the Wabamun
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Formation. In 1984, the Company increased its orig-
inal land holdings in this area, obtained in an earlier
corporate acquisition, by purchases at Crown land
sales. During the year and the first quarter of 1985,
the Company participated as to its working interest in
three wells in the area and farmed out the drilling of a
fourth well, which was an oil discovery. The Company
is precluded from releasing information pertaining to
the other wells at this time, in view of forthcoming
Crown land sales.

In the Seal West area, 200 miles northwest of
Edmonton, Oakwood’s exploration program originally
involved participation in a seismic option. This was
followed by the drilling of a well in 1984 which earned
a 12.5% interest in 2,560 acres and the drilling of
two wells in 1985 which earned a 17.5% interest in an
additional 3,840 acres. Once again, the results of that
drilling remain confidential at this time, given the
Company's interest in pursuing future opportunities in
this area.

In the Saddle Hills area, the Company drilled one
exploratory and eight development il wells in 1984 in
the development of a new Doe Creek oil pool. It also
increased its interest in the area from 3.5% to 4.3%.

SOUTHERN ALBERTA

A measure of the importance of southern Alberta
to the Company, not only from a production standpoint
but also with respect to exploration potential, is the
fact that 13 exploratory wells were drilled in the area
in 1984, yielding two oil wells and five gas wells.

A major exploration success in this area was the
1983 discovery of the Lower Mannville Il Pool at Grand
Forks, approximately 140 miles southeast of Calgary.
A total of 22 producing wells have been drilled to date
in this Pool, including ten wells drilled in 1984 and
three in 1985. Recent drilling has significantly ex-

tended the Pool, in which the Company has a 45%
working interest.

Oakwood plans to continue its aggressive explo-
ration program of land acquisition, seismic data gen-
eration, geological studies and step-out drilling in the
Grand Forks and surrounding areas, with a view not
only to expanding the boundaries of the seven major
oil Pools in which it now has an interest but also to
locating additional Pools. Oakwood's working interests
in the area vary from 25% to 100%, with the major
portion of such interests, in lands originally owned by
Basset Qil, being 94%.
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In the Tide Lake area, approximately 120 miles
southeast of Calgary, the Company’s working interest
is 23.44%. Subsequent to the drilling of the dual Bow
Island gas and Lower Mannville oil discovery well in
1981, an extensive exploratory and development drilling
program of more than 40 deep zone wells has resulted
in the delineation of five Bow Island gas pools, three
Basal Colorado gas pools and five Lower Mannville oil
pools. The 11 well drilling program in 1984, of which
two were exploratory gas wells, yielded four oil wells
and four gas wells.

In the Carrot Creek area, approximately 90 miles
west of Edmonton, the Company acquired 42 miles of
seismic data in 1984 and an additional 32 miles in
1985. Four of the five wells drilled in the Cardium K Pool
in 1984 and the first quarter of 1985 were successful
oil wells. The Company's working interests vary from
4.375% to 10%.

A successful exploratory test was drilled in 1984
in the Medicine River area, where the Company has
a 10% interest. This well and a follow-up development
well both encountered 45 feet of oil pay in the Pekisko
Formation.

SASKATCHEWAN

In the Fox Valley area of southwestern Saskatch-
ewan, Oakwood participated in an 80 mile seismic
program in 1984, which was followed, early in 1985
by an unsuccessful deep test. The drilling of this well
did, however, earn the Company an interest in 16,000
acres and the well was successfully completed uphole
in the Milk River Formation.

At Sandhills, south of Fox Valley, the Company
participated in a 99 mile seismic program in 1984, in
order to evaluate not only its substantial acreage in
the area but also forthcoming Crown land sale blocks
and potential postings for Crown sales. Two exploratory
and three development gas wells were drilled in this
area in 1984.

BRITISH COLUMBIA

Given the flat market conditions existing for B.C.
gas, the Company has opted to minimize its exploration
and development activities in this province. Activity in
1984 was limited to the shooting of a six mile seismic
line at North Grizzly, to detail a known structure for
future drilling, and the drilling of two wells in the Pegjay
area. The Company is, however, continuing to maintain
its interest in highly prospective acreage, in order to
optimize its position when gas markets improve.

BEAUFORT SEA-MACKENZIE DELTA

The five year Beaufort Sea-Mackenzie Delta ex-
ploratory program includes the drilling of 13 wells and
the conduct of 16 seismic crew seasons, in an explo-
ration area covering approximately 5.9 million acres
extending from the onshore Mackenzie Delta and Tuk
Peninsula to the nearshore of less than 65 feet of water
depth. Oakwood’s share of the cost of the program,
as one of a 13 company consortium, is 8.6%, which
earns a 4.3% net interest.

In 1984, two marine and two land crew seismic
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seasons were completed, to provide additional detail
over the program lands. Four seismic crew seasons
remain to be conducted in 1985 and 1986.

To date, 10 of the 13 commitment wells have been
drilled, one is currently drilling, and two offshore wells,
Kaubvik and Minuk, will be spudded this fall. In addi-
tion, two delineation wells have also been drilled.
Seven wells have been drilled since January 1984,
including offshore locations at Kadluk 0-07, a gas well
with minor oil shows; at Amerk 0-09, which tested
20 Mmcf of gas per day with only a trace of conden-
sate; and at Nipterk L-19, which tested 8,090 barrels
per day of 18° to 20° API gravity crude with good flow
potential. The Nipterk results, the most encouraging
test to date under the program, caused the consortium
to spud a delineation well in April 1985, which will be
directionally drilled from the artificial island constructed
for the L-19 well to targets identified by seismic south
of that well.

Onshore, the Nuna A-10 well was completed early
in 1984 and abandoned without any tests being con-
ducted. The Tuk M-09 well, completed in March 1984,
was a significant gas and condensate discovery, with
cumulative flow rates of 49.2 Mmcf of gas and 2,662
barrels of 51° API gravity condensate per day. The
drilling of a well delineating this discovery, Tuk J-29,
was completed in April 1985, and discovered both oil
and gas. The ltkrilek B-52 well was dry and abandoned
in April 1985. The well currently drilling onshore,
Taglu H-06, was spudded in March 1985.

The consortium is reviewing plans to drill additional
option wells prior to 1987, in accordance with the farm-
in agreement with Esso Resources Canada Limited.
The Western Accord provides that Petroleum Incentives
Program Credits will be available in respect of the
costs incurred to the end of the program.

Based on interpretation of the geological structures
encountered by the successful wells drilled, the Com-
pany has estimated its share of potential reserves on
a preliminary basis to be 5 million barrels of crude oil



and condensate and 50 Bcf of natural gas. This esti-
mate will be subject to the results of further delineation
drilling and the assessment of the overall economic
viability of producing such reserves.

The success of this program to date, coupled with
that of other operators in the area, particularly Gulf
Canada Limited with its Amauligak oil discovery in

1984, raises the possibility of a pipeline from Norman
Wells in the Northwest Territories to the Beaufort Sea,
to bring Beaufort oil to southern markets. The pipeline
from Norman Wells to Zama in northern Alberta became
operational in April 1985, thus making this concept
feasible. It would require approximately five years to
extend that pipeline to the Beaufort.

@ State/Area in which Oakwood has an interest

INTERNATIONAL

The main thrust of the Company’s international
exploration efforts in 1984 was in Australia. Unfor-
tunately, the seven tests drilled both onshore and off-
shore were unsuccessful. The Company increased its
Australian land inventory to 161 million acres in 1984
and participated in a number of seismic surveys in
various of its areas of interest in Australia and offshore
New Zealand.

The Company paid 2% of the costs to earn a 1%
interest in the Juna No. 2 appraisal well in Papua New
Guinea, which tested 241 Mmcf of gas and 1680 barrels
of 51.5° API gravity condensate per day early in 1984.
The results of a seismic program completed thereafter
will be used to locate a second appraisal well to be
drilled in 1985.

In the two Vizcaya Permits covering 245,300 acres
in the Bay of Biscay off the north coast of Spain, the

Canadian Gross Land Holdings

Millions of Acres

Company conducted a 750 mile detail seismic program
in 1984, as well as a sea bottom survey and geological
and geochemical studies. The second earning well,
Santander C-1, was spudded in April 1985. The drilling
of this well will complete the Company’s requirements
to earn a 2% interest in the Permits by paying 4% of
the cost of two wells. The first well was abandoned in
1983, after testing failed to confirm the presence of
gas detected in the drilling operations.

In the three Vasconia Permits adjacent to the
north boundary of the Vizcaya Permits, the Company
retains a 16% interest in approximately 160,000 acres,
after surrendering 155,000 acres to the Spanish govern-
ment in 1984 in exchange for a one year extension of
its work commitments. Analysis of a 330 mile seismic
program shot in the fall of 1983 was completed in 1984
and the Company may conduct additional seismic work in
1985, depending on the results of the Santander C-1 well.

Canadian Net Land Holdings

Thousands of Acres
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PRODUCTION, OPERATIONS
AND MARKETING

SUMMARY

In 1984, Oakwood realized record levels of pro-
duction of and revenue from both crude oil and natural
gas. The Company drilled 93 development wells, also
a record number, of which 81 were drilled in Canada.
That development drilling activity yielded 56 oil wells
and 6 gas wells in Canada and ten gas wells in the
United States.

Of particular note are the increases in Canadian
proved reserves of both crude oil and natural gas for
the year ended June 30, 1984, based on independent
reserves reports prepared for Oakwood, Conventures
and New York Qils as at July 1, 1984. Proved crude
oil reserves increased 6.4 million barrels, including
1.6 million barrels obtained on the acquisitions of
Conventures and New York Qils, while production
totalled 3.6 million barrels in that period. Proved natural
gas reserves increased 61 Bcf, including 28 Bcf for
Conventures and New York Qils, before production
of 8 Bcf.

RESERVES

At July 1, 1984, Canadian proved and probable oil
and gas reserves of Oakwood, Conventures and New
York Qils totalled 43.3 million barrels of crude oil and
495 Bcf of natural gas, compared to reserves of 39.5
million barrels and 433 Bcf for Oakwood a year earlier.
The reserves attributable to Conventures and New
York Qils in 1984 were 2.2 million barrels and 37 Bcf.

The largest increases in crude oil reserves occurred
in the Grand Forks and Hayter, Alberta areas, with the
largest increase in natural gas reserves occurring in
the Sandhills, Saskatchewan area.

Crude 0Oil
Canadian Reserves as at July 1
Millions of Barrels

DRILLING ACTIVITY

The Company's combined exploration and develop-
ment drilling program totalled 138 wells, of which 45
were exploratory and 93 were development. The majority
of the wells, 117 in total, were drilled in Canada, while
13 were drilled in the United States, seven in Australia
and one in Papua New Guinea. The overall results, 63
oil wells and 28 gas wells, reflected the Company’s
emphasis, particularly in Canada, on the search for
oil, and represented the highest number of oil wells
drilled in the Company’s history and the lowest number
of gas wells drilled in the last five years.

Natural Gas
Canadian Reserves as at July 1
Billions of Cubic Feet
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PRODUCTION AND REVENUE

The Company achieved record production levels
in 1984 of 3.6 million barrels of oil and 9.3 Bcf of natural
gas, or 9,948 barrels and 25.5 Mmcf per day, respec-
tively. Crude oil production was 9% higher than in 1983,
while natural gas production increased 24%. The con-
tribution to these production figures by Conventures,
New York Qils and Encounter totalled 168,000 barrels
and 14 Bcf. Crude oil production in 1984 was not
subject to the market restrictions which had existed in
prior years. However, natural gas production continued
to be severely restricted for the better part of 1984. In
the last four months of the year, in response to the
market responsive pricing policy announced by the
Federal government in July 1984, gas production vol-
umes did increase under most contracts as export
sales to the U.S. market began to increase significantly.
That trend should persist in 1985. It is expected that
Oakwood's gas sales in Canada will also increase this
year, by approximately 10%.

Oakwood's share of production at Grand Forks
increased by 87,000 barrels to 2.75 million barrels, or
approximately 7,500 barrels per day, due to new
production from the Lower Mannville Il Pool. The
Company's share of production at its major non-
operated oil property, at Meekwap, Alberta, increased
13% to approximately 400 barrels per day and in the
Hayter-Chauvin, Alberta area, its share increased 56%
to an average of approximately 250 barrels per day.

Crude Oil
Average Daily Production

Thousands of Barrels

The Company’s single largest gas producing prop-
erty at Grizzly Valley in British Columbia suffered a
17% decline in production in 1984, to 2.7 Mmcf per
day to Oakwood’s account, as a result of operating
problems. However, production from the Company's
major properties located in the shallow gas environment
of southeastern Alberta at Verger, Matziwin, Jenner,
Princess and Tide Lake increased 32% to 6.2 Mmcf
per day. In central Alberta, production at Saddle Lake
increased 124% to 2.6 Mmcf per day by virtue of the
acquisition of Conventures and production at Big Bend
increased 28% to 2.3 Mmcf per day. In the United
States, production increased 78% to 1.2 Mmcf per day,
primarily due to the acquisition of the U.S. subsidiary
of Conventures.

The increased production levels together with
higher prices resulted in a 22% increase in revenue
from the sale of oil, to $861 million, and a 37% increase
in revenue from the sale of natural gas, to $20.4 million.
The average price received by the Company for its
crude oil increased 11%, while for natural gas, the
increase was 8%.

There were no substantive changes in the regulated
system of prices implemented under the National Energy
Program, in contrast to the experience of recent years.
The crude oil price increase realized by the Company
was due to the strength of the U.S. dollar vis-a-vis the
Canadian dollar in 1984 and the fact that the price
of NORP oil, which constituted approximately 75% of
the Company’s crude oil production in 1984, was based
on the world price of oil denominated in U.S. dollars.

Natural Gas
Average Daily Production
Millions of Cubic Feet
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In the Western Accord agreed to in March 1985,
it was announced that oil deregulation would occur
effective June 1, 1985. This will result in a decrease in
the NORP price which the Company receives for its
mostly heavy oil production; however, this revenue
loss should be offset in large measure by a larger
increase in the COOP price received by the Company
for its “old oil” production, which is mostly lighter and
medium oil. The Accord requires that the provincial
governments ensure that they do not increase their
share of revenues at the expense of the industry. It
remains to be seen what measures will be adopted
in this regard.

The Alberta border price for natural gas increased
February 1, 1984 by approximately $016 to $2.99 per
Mcf and by less than $0.01 on August 1, 1984, in
accordance with the terms of the June 30, 1983 interim
pricing agreement between the Federal and Alberta
governments. On the other hand, the export adjustment
decreased dramatically in 1984, from $0.54 per Mcf
in January to $018 per Mcf in December, due to lower
revenues from the export of gas. In British Columbia,
the government failed to implement its new natural gas
marketing policy during 1984; however, it is expected
that this will occur in 1985. The adoption of the recom-
mendation to allow the wholesale price of B.C. gas to
increase to 65% of the energy equivalent price of
crude oil in the province, together with the adoption
of a royalty system, should provide for improved
netbacks to gas producers in the province and establish
a more predictable environment in which to invest
and operate.

GRAND FORKS, ALBERTA

As the map indicates, the Company produces oil
from seven major oil Pools in this area, including five
Lower Mannville Pools and one Upper Mannville Pool
in the Cretaceous Formation and the Sawtooth Pool
in the Jurassic Formation. In certain of these Pools,
there are a number of low risk infill drilling locations
required to complete either forty acre or proposed
twenty acre spacing patterns. There are also a number
of medium risk step-out locations required to further
delineate certain of the Pools. Virtually all of the produc-
tion in this area is from Pools operated under waterflood
which have been placed on Good Production Practices
("GPP”) status, thus enabling Oakwood to produce
the Pools to maximum advantage, subject to maintaining
stipulated pressure and operating conditions.

A total of 27 wells were drilled in this area in 1984,
of which 25 were development wells. Besides the ten
successful wells drilled into the Lower Mannville Il Pool,
the Company drilled nine other oil wells.
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The development project in the Lower Mannville Il
Pool received approval to be operated under waterflood
in the summer of 1984 and the Pool was placed on
GPP status October 1, 1984. The construction of a
new battery and injection plant had been completed
earlier in 1984 to provide for processing of the oil and
for water injection. Gross production levels'in March
1985 exceeded 2,600 barrels of oil per day, with the
Company's share being approximately 1,200 barrels,
a significant increase from the 1984 average production
of approximately 450 barrels per day. Two development
oil wells were drilled into the Pool in the first quarter
of 1985, with additional drilling planned for the balance
of this year.

Approvals for a waterflood scheme and for GPP
status were granted for the Lower Mannville H Pool
effective October 1, 1984, which has resulted in in-
creased production of approximately 500 barrels
per day. The Company has a 94% working interest in
this Pool.

11
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Other operating improvements effected in the area
in 1984 included the installation of specialized down-
hole pumping equipment in several wells and a number
of successful recompletions, both of which have en-
hanced oil production. Operating expenses increased
in 1984 due to the increased number of wells and
higher volumes of fluids handled, but still averaged a
very respectable $1.38 per barrel.

Deregulation will provide the Company with the
opportunity to enter into direct negotiations with pur-
chasers for the sale of its crude oil production. Oakwood
has already begun such negotiations with a view to
obtaining alternative markets and alternative modes
of access to such markets.

HAYTER-CHAUVIN, ALBERTA

Three successful development oil wells were drilled
in the Dina Pool in the Hayter area in 1984. A waterflood
pressure maintenance scheme commenced in early
1984 and GPP status was granted effective August 1
for that Pool, in which Oakwood’s interest is 28.8%.
Additional development drilling is planned for the
remainder of 1985.

The acquisition of Encounter in October 1984
added daily production of approximately 475 barrels
per day in the Chauvin area to the Company’s produc-
tion base. Subsequent to the acquisition, two oil wells
were drilled. Approximately 50 wells are operated in
the area by Encounter, with production from the Dina
and Sparky zones. Given the close proximity of the
Hayter and Chauvin areas, which are located very close
to the Alberta-Saskatchewan border, the Company
has combined its field staff and operating capabilities
to effect operating efficiencies.

GAS DEVELOPMENT PROJECTS

The Company is pursuing a number of gas develop-
ment projects. A new domestic gas pricing regime will
be in place by next November, which will likely have a
significant effect on future market opportunities. In
the interim, the Company is planning to increase its
gas production at Grand Forks and Tide Lake, Alberta
and is reviewing a proposal for a 65 well drilling pro-
gram to develop the Milk River gas reserves in the
Sandhills, Saskatchewan area. The implementation of
this proposal will ultimately be dependent upon ob-
taining a sales contract. At Grand Forks, the Company
intends to commence design and construction of a
gas processing facility to conserve and process virtually
100% of the solution gas which is now being flared.
And at Tide Lake, the successful negotiation of a gas
contract resulted in a decision to construct an 8 Mmcf
per day gas plant facility which should be completed
by November 1, 1985.



CORPORATE AND FINANCIAL

SUMMARY

Oakwood continued its strong financial perfor-
mance in 1984, achieving record levels of revenues
and cash flow. The Company experienced a significant
increase in assets, resulting primarily from the acqui-
sition of three new subsidiaries, Conventures Limited,
New York Qils Limited and Encounter Energy Resources
Limited. Also contributing to that increase were addi-
tional long-term investments in Alberta Natural Gas
Company Ltd and Durham Resources Inc.

Of particular note is the 23% increase in discre-
tionary cash flow to $33.9 million. This favorable
trend in available cash flow enabled the Company to
engage in an active exploration and development
program with only a small increase in its long-term debt.

RESULTS OF OPERATIONS

Cash flow from operations increased by 11% to
$44.9 million or $3.08 per share compared to $40.3
million or $3.96 per share in 1983. The decrease per
share resulted from the higher weighted average
number of shares outstanding in 1984, 14.6 million
compared to 10.2 million in 1983. Discretionary cash
flow, which is cash flow from operations less preferred
dividends and capitalized interest and administrative
costs, was $2.33 per share compared to $2.70 per
share in 1983.

Net earnings decreased 7% to $6.2 million from
$6.7 million in 1983. Net earnings applicable to
Class A Non-Voting (“Class A”) and Common Shares
amounted to $1.5 million compared to $1.9 million the
previous year, or $0.13 per Class A Share and $0.05
per Common Share as compared to $0.21 per Class
A Share and $0.16 per Common Share in 1983. The
decreases per share mostly resulted from the increase
in outstanding shares.

Revenue from oil and gas sales in 1984 increased
25% to $106.5 million due to increased production,
higher prices and inclusion of the results of Conventures
(11 months), New York Qils (8 months) and Encounter

Discretionary Cash Flow
Millions of Dollars

(2 months) for the periods indicated.

Qil and gas production costs rose to $12.2 million
from $8.7 million in 1983, reflecting $1.8 million in
costs of the acquired subsidiaries as well as higher
costs resulting from operating an increased number of
wells. General and administrative costs increased as
a result of the progressive growth of the Company and
the associated costs of the acquisitions.

Interest on long-term debt rose to $35.4 million
from $26.5 million, mainly due to the consolidation of
the debt of acquired subsidiaries and a reduction in
the amount of interest capitalized. The Company's
overall annualized borrowing cost as at December 31,
1984, based on interest rates and debt at that date,
was 11.5%. Depletion and depreciation increased to
$21.0 million from $151 million due primarily to the
increase in oil and gas production.

Net Earnings
Millions of Dollars

30 30
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1980 1981 1982 1983 1984
14.1 13.0 73 275 339

1980 1981 1982 1983 1984
58 17.5 5.0 6.7 6.2
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The increase in corporate taxes to $31.9 million
from $22.2 million was largely the result of negative
factors introduced by the National Energy Program
(“NEP”). Income taxes increased $5.1 million due pri-
marily to the phasing out of earned depletion, while the
PGRT, the most negative element of the NEP, rose $31
million, due to higher operating revenues and a higher
effective rate of tax. That rate had increased June 1,
1983 to 16% from 14%. The elimination of PGRT
announced in the Western Accord should prove bene-
ficial to Oakwood. The Alberta Royalty Tax Credit
(“ARTC") was halved in 1984 to $2 million, another
change influenced by the NEP and the Alberta govern-
ment's response thereto. The amount earned by the
Company of $2.4 million exceeded that ceiling, as
Conventures and New York Qils, being owned less than
90% by Oakwood, are not associated with Oakwood
for ARTC purposes and are therefore able to earn the
ARTC in their own right.

FINANCIAL POSITION

The working capital position of the Company
increased to $6.2 million from $5.3 million in 1983.
The acquisition of subsidiaries resulted in a net increase
in working capital of $1.9 million.

Capital expenditures of $45.9 million were up
slightly. Direct expenditures for the Beaufort Sea-
Mackenzie Delta exploratory program were $174 million
compared to $15.3 million. That increase accounted
for a major portion of the increase in PIP credits to
$16.2 million from $13.6 million, as expenditures on
Canada Lands receive PIP credits of 80%. Direct
expenditures on oil and gas properties in western
Canada declined to $16.2 million from $19.8 million,
with $2.5 million of the decrease due to reduced
spending on equipment and production facilities.
Increased proceeds on disposal of property and equip-
ment resulted from a program to dispose of a number
of small oil and gas interests no longer providing an
acceptable rate of return.

Capital Expenditures
Millions of Dollars

Excluding the long-term debt of $45.3 million
added by virtue of the acquisition of subsidiaries, the
increase in long-debt during the year was only $5.3
million. The financing of the acquisitions of Conventures
and New York with equity capital maintained the ratio
of long-term debt to equity at 2.4, as depicted in the
graph. In 1985, the Company has obtained more favor-
able terms for its bank loans, through the amendment
of existing loan arrangements and the introduction
of new lenders.

In 1984, the Company repurchased 26,100 Retract-
able Preferred Shares, Series B as required by the
terms of issue of such shares. It also repurchased
165,000 Class A Non-Voting Shares and 173,900

Long-Term Debt/Equity Ratio

1980 1981 1982 1983 1984
Canadian lll  26.3 225 16.8 276 26.2
PIP Credits s - 39 12 136 16.2

International 19 0.9 74 3.6 3.6

282 273 354 448 460

1980 1981 1982 1983 1984
3.1 4.1 3.2 24 2.4



Common Shares, at an average cost of $4.80 and
$5.40, respectively, under a Normal Course Issuer
Bid. The total cost of these repurchases was $2.4
million. To date in 1985, Oakwood has repurchased
additional shares under the aforementioned Normal
Course Issuer Bid as well as under another Bid which
commenced immediately after the expiry of the initial
Bid, and has also repurchased 654,235 Class A Non-
Voting Shares, at an average cost of $3.77, under a
Substantial Issuer Bid. The Company believes that its
program of repurchasing its Common and Class A
Non-Voting Shares is an economic and advantageous
application of a portion of its cash reserves compared
to other possible investments.

LONG-TERM INVESTMENTS

In 1984, the Company increased its ownership in
Alberta Natural to 33%. This company owns and oper-
ates an extraction plant which removes propane and
heavier liquids (NGL) and ethane from the gas stream,
as well as pipeline facilities transporting gas primarily
to the California market and nitroparaffin production
facilities in the United States and West Germany. In
1984, its net income increased to $24.2 million from
$22.8 million and its dividend rate increased 27%. That
had a favorable impact on Oakwood'’s financial results,
through the contribution of $6.6 million to earnings
and $3.3 million in dividends to cash flow.

The Company’s investment in Alberta Natural is
subject to reduction on the exercise of warrants. To
reduce that exposure, the Company repurchased a
number of these warrants in 1984 under a Normal
Course Issuer Bid, and has approval to repurchase
additional warrants this year. The exercise of warrants
in 1984 generated cash of $2.8 million. Less than 25%
of the Company’s Alberta Natural shareholdings are
now subject to the exercise of warrants.

Oakwood invested $7.7 million to acquire a 31%
ownership in Durham Resources Inc., for which a
wholly owned subsidiary issued preferred shares that
are retractable annually until 1990. The major asset of
Durham, which is a public company, is an antimony
mine in New Brunswick. In 1984, Durham initiated a
program of reactivating this mine, as a result of a firming
in the world price for antimony, and mining operations
should commence later this year. Durham also owns
some oil and gas and hard-rock mining properties.

TECHNOLOGICAL ADVANCEMENTS

The Company is using increasingly sophisticated
geophysical analysis and other exploration technigues
in its search for oil and gas. It has been able to achieve
significant gains in production through the use of
more advanced reservoir engineering analyses and
recovery techniques as well as optimization of its
production equipment and facilities. With respect to
administrative matters, the Company is increasing its
effective use of computer and other information pro-
cessing technology. In 1984, it continued its program
of developing a fully integrated on-line data base for
its land, production, accounting and financial modelling
activities.

PERSONNEL

The number of personnel employed by the Com-
pany has increased almost threefold from 1980, and
now includes more than 50 personnel in the field.
The acquisition of Encounter added three persons to
the Hayter, Alberta field staff, with additions also having
been made at the Taber field office to accommodate
increased operations in the Grand Forks area. At head
office, the exploration department has been expanded
to accommodate the Company’s increased exploration
programs, and the production and operations staff
has also been enlarged, to accommodate the ever
increasing scope of the Company’s drilling and pro-
ducing operations.

r‘\
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Management’s Report

To the Shareholders of
Oakwood Petroleums Lid.

Management is responsible for the preparation and presentation of financial information contained in this Annual Report. The
financial statements of Oakwood have been prepared in accordance with generally accepted accounting principles in Canada
and with international accounting standards which have been consistently applied in all material respects. The financial
statements include amounts that are based on informed judgments and management’s estimates.

Management maintains an appropriate system of internal controls to provide reasonable assurance that transactions are
authorized, assets are safeguarded and financial records properly maintained to provide reliable information in the preparation
of financial statements and other data.

The Board of Directors appoints an Audit Committee of which the majority of the members are not officers or employees of
Oakwood. The Audit Committee reviews the financial statements in detail with management prior to their issue, and also meets
periodically with the Company’s independent auditors and with management to consider matters relating to the system of
internal controls, accounting principles adopted and financial reporting.

Thorne Riddell, Chartered Accountants, have been appointed by the shareholders of Oakwood to examine the financial
statements in accordance with generally accepted auditing standards in Canada and their report to the shareholders is
included in this Annual Report.

VN Ve e Lirtn

Calgary, Canada Brian S. Ekstrom 5 John G. Fletcher
March 8, 1985 President and Chief Executive Officer Vice-President, Finance

Auditors’ Report

To the Shareholders of
Oakwood Petroleums Ltd.

We have examined the consolidated balance sheet of Oakwood Petroleums Ltd. as at December 31, 1984 and the consolidated
statements of earnings, contributed surplus, retained earnings and changes in financial position for the year then ended. Our
examination was made in accordance with generally accepted auditing standards, and accordingly included such tests and
other procedures 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,
1984 and the results of its operations and the changes in its financial position for the year then ended in accordance with
generally accepted accounting principles applied, except for the change in the method of accounting for foreign currency
translation described in note 2, on a basis consistent with that of the preceding year.

Calgary, Canada Thorne Riddell
March 8, 1985 Chartered Accountants



Consolidated Statement of Earnings

Year Ended December 31, 1984
(in thousands of dollars)

1984
Revenue
Saleofoliandgas - bt rasa oS RS SR TR T R $106,535
Interestandother= . s aprio=Ta . s nia=F o NemlE 1,782
108,317
Expenses
Prodliiction sz 5= " sk e San e raii e T i E e i eSe T R 12,159
Genemaland admipnistrative == 0 - L bt e e 7,309
Interestonlongslenndebtnote9). . o L aeaa s T e S 35,360
Bepletionand deprecialionR: s+ 7 =y o e i oee s s et ﬂ
75,831
Earnings before corporate taxes and undernoteditems . ...... .. ... ... ... ...... 32,486
Corporate taxes
Incometaxesoleslliies 2= 5 wra=m § o dEe e EE L o 19,364
Petolelimand Gas Revenueilax . - o T L e e D s 14,966
AlbertarRovallvilacEredity. == s ¥ - s e S sais e T (2,413)
31,917
Eammings befofeundernoted tems=i - = - = .0 0 oo hel s LT o 569
Equity in earnings of Alberta Natural Gas Company Ltd . ... ..... ... ... ... ..... .. 6,631
Share of loss of AmericanOakwood Energylbtd: 7. -~ ... 5 .0 o= . -
MinemiyEinterest: == = = L e e R e (981)
Eamings:before-exivaordinanyitem=== + = - & 0= s e i T e 6,219
Extraordinary item
Income tax reduction on realization of tax
deductions of acquiredisubsidiarycompany- .« . ... s = % =
NEEEABNINGS, &= i = e e d i e e e 6,219
Brovision for-dividends'on preferredshares= ... .- = =& 7 s i = 4,714
NET EARNINGS APPLICABLE TO CLASS A
NON-VOIING AND COMMON SHARES -~~~ . . i 0 . o L. o, . w
EARNINGS PER SHARE (note 11)
Consolidated Statement of Retained Earnings
Year ended December 31, 1984
(in thousands of dollars)
1984
RETAINED EARNINGS AT BEGINNINGOEYEAR -~ i~ & Fi0 = —— $13,975
Neteamings = . oo = v e —wers IS E el 6,219
20,194
Dividends
Convertible Preferred Shares; SenesA- =7 . - . — 0% = 7 oo 2,822
Retractable Preferred Shares, SeriesB ... ... . . . . ... . . ... ... .. 1,892

ClassANomNotingShatesase v = casiir T E 20 S s i 737
Shares of American Oakwood Energy Ltd. -

5,451

Repurchase of capital stock
Retractable PreferregiShares, SeriesB- =~ . -0 = oF oo L 0 27
Class ANGEH-VOlINg Shares# 0 == = e o83 sl e 632
EommenShares — v & 1 = 8 e -t e = i e e T 2115
2,774
RETAINED EARNINGSIATENDGOEYEAR: = - .civ0 =5 0 $11,969

1983
$13,807
6,693
20,500

2,822
1,966

254
1,483

6,525

$13,975
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Consolidated Statement of Changes in Financial Position

Year ended December 31, 1984
(in thousands of dollars)

SOURCE OF WORKING CAPITAL
OperationS 57 s s TR . U B o s TR TS
PetroleumincentiVes BrogramiGraditss s = e 2l e 0 b s 0
Incresisetin lopgtermidebliisie St s = sh B oo v Al 2 S d e BT R R e
Issue plGlassANOR=VONGISHEreS frile g e o Te el R e i il i g eals i =
|ssiie ol Commpn Shares TR S st e Mim S aim sl s oo i TRl e
Proceeds on exercise of ANG warrants (note 4(a)) .. ... ... ... .. ... ... .. ....
Acquisition of subsidiapy.companies. =10 0 o 0 L aE me S g

USE OF WORKING CAPITAL
Long-term:investrments: & o Beal il gy s ot Sl S ot il e T T b
Issue of preferred shares of subsidiary company (note 4(c)) ................

Acquisitionofsubsidianycompaniestss-Saan .= T o e ke S
Additionstopropertyandeguipment ... ... o oo o D T
Reduection-ofAonglermidebtz S rrie s i o = 0 0 = imes -t
Dividendssiis - Smkiis s o
Repurchiaseoficapital stoelk: Srs b oe o &) ir o i L gl T 8 Ll ogaimn il ee o i i
OREEY [B B e S Sl Tt s LT R S i b .kl s oo R

INGREASEINWORKING GARITAIS S el eim denen el & e o
WORKING-CAPHAL AT BEGINNING:OENEAR: v =t ffeae - e Sa-dlinia oot 10
WORKING CAPITALYATIEND DEaYEARGITE. &2 e Tl LS e i S ig

Consolidated Statement of Contributed Surplus

Year ended December 31, 1984
(in thousands of dollars)

CONTRIBUTED SURPLUS AT BEGINNINGOF YEAR . . ... ..... ... oo,
Donation of Class A Non-Voting Shares (note 138) ... ... ... ... ... ... ... ... ....
Repurchase of Class A Non-Voting Shares  ........ .. ... ... ... .. .. 00000,

CONTRIBUTED SURPIEUS ALRENDOENEAR -o/r —o=- -~ = 1 = i

1984

$44,855
16,174
5,264

2,768
1931

70,992

24,338
5,734

18,604
43,442

5,451
2,424
168

70,089

903
5,263
$ 6,166

1984

1,532
32

$ 1,564




Consolidated Balance Sheet

As at December 31, 1984
(in thousands of dollars)

ASSETS
1984 1983
CURRENT ASSETS
Gashiy, =0 el ped i S e S b s R (0 WS f R o $ 17,269 $ 17,062
Marketable securities, at lower of cost or market (cost $6,943) .. ... ... .. . ... .. 6,872 -
Accountsireceivable: | . .S il e S e i o o 8ol Unis s s sl v S el s 27,057 21,724
51,198 38,786
EONG-TERMINVESIMENTS (note 4} =07 e v s nes g bl i e 2010 ol s se i e 111,974 86,707
PREPEREY: AND EQUIPMENTE (nole ) . Te Tt ) s s 375,941 286,262
OTHERASSENS o f bt b h oo nd Nkt st T i b oL S T e 7,204 14,473
$546,317 $426,228
LIABILITIES
CURRENT LIABILITIES
Accountspayable and: aceruet lIAIIMIES © . [ i oo bot i e eas raiier s g g e bR $ 37,016 $ 20,422
Comoerate Exes pavable=Ta 0o e F=t o as e s n Wl SRR i s s B 4,375 1,437
Gamrentmaturities:onleng=termicdebt .- i ic v U RS R 3,641 11,664
45,032 33,523
PREPAYMENTS UNDER GAS SALES CONTRACTS .. ... o e e it e 9,264 7,187
FONG-TERM DEBT (noteB)=— 7. = & il 0 e miin me s @i g U S - (e 301,586 251,051
DEEERRED INGCOMETAXES | -7 o2 =0 i i B sn B Sl bghe Sl | LTSS 44,526 23,303
MINGIRFWYANTEREST - s -0 00 om0 PPt N b S i Gl ot 3 0] 15,583 7,241
PREFERRED SHARES OF SUBSIDIARY COMPANY (note 7) ... .................... 5,734 —
COMMITMENTS AND CONTINGENT LIABILITIES (note 14)
SHAREHOLDERS’ EQUITY
CAPITAL STOCK (note 8)
GopvarhibleiPreferretiSnaras Series Ay . o0 oL nEl TN R U0 e 35,976 35,979
Hekactable Praferted" Shares, Seres:B 111 1. d s en L bl o i i B b e L 17,019 17,749
Glss ANoR=Voling SNares i« .o .. . R s el R e e 50,858 28,067
CommenShares ™ | S Ras e ie el 0 L e o b ke L 7,601 8,153
111,454 89,948
CONTRIBUTEBR-SURPEUS =& = o oo oot n s s 0 n et sy s B b il = 1,564 —
RETAINED EARNINGSHnota B e ek o n e = il & o 0 =i P 11,969 13,975
CUMELATIVE FRANSLEATION ADJUSTMENTS | . 5 o Lo e il ol (395) -
124,592 103,923
$546,317 $426,228

Approved by the Board

7%./ & M Dallas E. Hawkins, Director
QZ‘“. ! .>@ Brian S. Ekstrom, Director
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TR b N AR TR 10 5 3 N R I R A R e i G R TS
Notes to Consolidated Financial Statements

Year ended December 31, 1984
(Tabular amounts in thousands of dollars except share and per share amounts)

1. ACCOUNTING POLICIES

The consolidated financial statements have been prepared by management in accordance with generally accepted
accounting principles in Canada applied, except for the change in the method of accounting for foreign currency
translation described in note 2, on a basis consistent with that of the preceding year.

(a) Consolidation

The consolidated financial statements include the accounts of Oakwood Petroleums Ltd. and all of its subsidiary
companies.

(b) Long-Term Investments

Investments in companies over which Oakwood exercises influence through its ownership interest in voting shares
are accounted for on the equity basis. The excess of the consideration paid for shares of Alberta Natural Gas
Company Ltd over the book value of its net assets at date of acquisition has been assigned to goodwill and is
amortized on a straight-line basis over 40 years. Other long-term investments are accounted for on the cost basis.

(c) Petroleum and Natural Gas Operations

Oakwood follows the full cost method of accounting for petroleum and natural gas operations, whereby all costs of
exploring for and developing petroleum and natural gasreserves are capitalized. Costs include land acquisition costs,
geological and geophysical costs, carrying charges on non-producing property, costs of drilling both productive and
non-productive wells, and related overhead expenses. Such costs, net of proceeds from minor disposals of property,
are accumulated in five cost centres (Canada, United States, frontier areas of Canada, Australia and all other areas of
the world) and depleted using the revenue method based upon estimated proved reserves as determined by
Oakwood’s and independent consulting engineers. In the Canadian and United States cost centres, capitalized costs,
net of accumulated depletion and depreciation, are limited to future net revenues from estimated production of proved
reserves at current prices and costs, plus the lower of cost or estimated fair value of unproved property.

Costs incurred in Australia and frontier areas of Canada in which exploration and development activities are
underway, together with related interest costs, are capitalized until the economic viability of the cost centre can be
determined. If the cost centre is determined to be economically viable, accumulated costs are depleted using the
revenue method:; if it is determined not to be economically viable, accumulated costs are charged to earnings.

Costs incurred in exploration and development activities outside North America and Australia are capitalized in a
separate cost centre and amortized on a straight-line basis over 10 years. If the existence of economically recovera-
ble reserves is established in this cost centre, the balance of unamortized costs will be depleted using the revenue
method. If exploration is unsuccessful and discontinued in the cost centre, the balance of unamortized costs will be
charged to earnings.

Gains or losses are recognized upon the sale or disposition of properties when the petroleum and natural gas
reserves of those properties are significant in relation to Oakwood's total reserves in the particular cost centre.

Substantially all of Oakwood's petroleum and natural gas exploration, development and production activities are
conducted jointly with others. These consolidated financial statements reflect only Oakwood’s proportionate interest
in such activities.

(d) Depreciation
Depreciation of petroleum and natural gas production equipment and related facilities is provided using the revenue
method based upon estimated proved reserves.

Depreciation of other property and equipment is provided using a straight-line basis over the estimated life of each
asset at annual rates varying from 10% to 20%.
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3.

(e) Foreign Currency Translation

Oakwood uses two methods in the translation of its accounts into Canadian dollars, the temporal method for its inte-
grated foreign subsidiaries and foreign currency transactions and the current rate method for its financially and
operationally independent foreign subsidiaries.

Under the temporal method, monetary items are translated at the rates of exchange in effect at the balance sheet
date and non-monetary items are translated at the rates of exchange in effect when the assets were acquired or the
liabilities incurred. Revenue and expenses, other than depletion and depreciation which are translated at the same
rates of exchange as the related assets, are translated at the average rates of exchange in effect during the year. The
resulting foreign exchange gains or losses are reflected in earnings except for unrealized gains or losses related to
monetary items with a fixed or ascertainable life extending beyond the end of the fiscal year. Such unrealized gains
or losses are deferred and amortized over the remaining term of the related monetary item with the exception of
unrealized losses relating to Oakwood’s U.S. dollar debt which are hedged by future revenue streams denominated in
U.S. dollars and therefore not reflected in Oakwood’s accounts.

Under the current rate method, all assets and liabilities are translated at the rates of exchange in effect at the
balance sheet date and revenue and expenses (including depletion and depreciation) are translated at the average
rates of exchange in effect during the year. The resulting foreign exchange gains or losses are deferred and reflected
as a separate component of shareholders’ equity in the balance sheet.

CHANGE IN ACCOUNTING POLICY

Effective January 1, 1984, Oakwood adopted, on a prospective basis, the method of accounting for foreign currency
translation described in note 1(e). Previously Oakwood followed the current, non-current method of accounting for the
translation of the accounts of its foreign subsidiaries and its foreign currency transactions. The effect of this change in
accounting policy on the consolidated financial statements is not significant.

ACQUISITION OF SUBSIDIARY COMPANIES
During the year Oakwood made the following acquisitions:

(a)

(b)

(c)

Conventures Limited

Prior to January, 1984, Oakwood accounted for its long-term investment in Conventures Limited on the cost basis
(reference is made to note 4). In January and May, 1984, Oakwood acquired additional common shares of Conventures,
increasing its ownership interest to 52.6% and 83.1%, respectively. The aggregate ascribed consideration for the
Conventures shares purchased in 1984 was $21,146,000 comprising 2,566,377 Class A Non-Voting Shares, 854,977
Class A Non-Voting Share purchase warrants and costs of acquisition.

New York Qils Limited

In February, 1984, Oakwood acquired 32.4% of the outstanding common shares of New York Qils Limited from a
director and officer of Oakwood in consideration for 297,753 Class A Non-Voting Shares and 99,251 Class A
Non-Voting Share purchase warrants. In April, 1984, Oakwood acquired additional common shares of New York Oils
from non-related parties in consideration for 390,180 Class A Non-Voting Shares and 129,855 Class A Non-Voting
Share purchase warrants, increasing Oakwood’s ownership interest to 74.8%. The aggregate ascribed consideration
for the New York Oils shares purchased, including costs of acquisition, was $5,757,000.

Encounter Energy Resources Limited

In October and November, 1984, Oakwood acquired 98.7% of the outstanding common shares of Encounter Energy
Resources Limited for cash consideration, including costs of acquisition, of $8,556,000.
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A summary of the net assets acquired at assigned values and the consideration paid on the acquisitions is as follows:

Encounter
New York Energy
Conventures Qils Resources
Limited Limited Limited Total
Working capital (deficiency) =20 s w0 v inan. $ 10,941 $ (63) $ 478 $ 11,356
Investment in Alberta Natural Gas Company Ltd (note 4(a)) . . 38,109 — — 38,109
Property.andeglipment &2 0 b s 8 200 v o 52,292 16,131 10,621 79,044
Othenagsety VL0 T e EEela s il g eose i R 103 — - 103
101,445 16,068 11,099 128,612
Longsletmidably s it ie S e R R NI Gttt g BT 36,040 8,131 1,100 45,271
Deferrediincomeitaxes we o ic it o ha e Sl oo - 894 1,395 2,289
chenllighiliiess s ere bl Rl ot b an 512 392 — 904
Minority interest in acquired netassets ... .. ... ... . .. 6,760 894 48 7,702
43,312 10,311 2,543 56,166
Purchase price of net assets acquired ... ............. $ 58,133 $ 5757 $ 8,556 $ 72,446
Consideration
Carrying value of shares of Conventures Limited acquired prior to December 31, 1983 (note 4) ... .. $ 36,987
Issue of Class A Non-Voting Shares and Class A Non-Voting Share purchase warrants . ... ... .. .. 26,034
Cash consideration paid in 1984 including costs of acquisition . ... ...... ... ... ... ...... .. 9,425

$ 72,446
All acquisitions have been accounted for by the purchase method and accordingly the operating results of each acquired
subsidiary are included in the consolidated earnings statement from the effective date of acquisition.

The excess of the consideration paid for shares of Conventures, New York Qils and Encounter over the book value of their
net assets at date of acquisition has been assigned as follows:

Investment in Alberta Natural Gas Company Ltd (note 4(a)) .......... ... .. ... ... ... ......... $ 16,113
Broperty:and e Ul DImeE s il st s i bso et 1ok e il e mel eS8 2 1l ] R 13,616
Marketable securities (included in'working capital) .. .. .. . e 1,289

§ 31018

4. LONG-TERM INVESTMENTS

1984 _ﬁs_
Alberta Natural Gas Company Ltd (quoted market value 1984, $82,834,000;
1983, $18,062,000)
Investimentin commonshams. alcost .. .- . a0 oo e i S 62,734 $20,967
Equitvin:indistribited camingsime s ot oet b e v s a B S R 3,307 —
L6609 120,967
American Oakwood Energy Ltd.
Investment in convertible preferred shares, Series A . R 28,472 28,472
Demand notes receivable, non-interest bearing (1984, $7 61 6 000 US
1983, $228:000:18) gty B g B2 o 0 9,727 281
38,199 28,753
Durham Resources Inc. (quoted market value $8,934,000)
Investment in Class C and subordinate voting shares ... .................... 7,734 —
Conventures Limited
Invastmentin.commonshares & o s lii o n s o ds i ek DL - 36,987

$111,974 $86,707



(a) Alberta Natural Gas Company Ltd

Prior to January, 1984, Oakwood'’s investment in Alberta Natural was recorded on the cost basis. In January, 1984,
concurrent with its acquisition of the controlling interest in Conventures, Oakwood commenced to account for its
investment in Alberta Natural on the equity basis. Oakwood owns 33% of the outstanding common shares of Alberta
Natural. The excess of the consideration paid for shares of Alberta Natural over the book value of its net assets at date
of acquisition aggregates $30,118,000 (including $16,113,000 relating to the acquisition of Conventures).

Holders of Oakwood's Retractable Preferred Shares, Series B (reference is made to note 8(c)(ii)) on April 1, 1983
received, for each share held, one warrant (“ANG warrant”) entitling the holder to purchase three of the 2,160,000
common shares of Alberta Natural then owned by Oakwood (as adjusted for the May, 1984 three for one split of Alberta
Natural shares). A corresponding number of Alberta Natural shares are held in trust pending exercise of the ANG
warrants that remain outstanding. Upon exercise of an ANG warrant Oakwood will either receive $26.50 cash or
receive and redeem one Retractable Preferred Share, Series B as consideration. During 1984, 106,960 ANG warrants
were exercised. 518,270 ANG warrants remain outstanding as at December 31, 1984 (64,800 of which are held by
American Oakwood Energy Ltd.). Based on the December 31, 1984 carrying value of its investment in Alberta Natural,
Oakwood will be subject to an after-tax loss of $3.21 per ANG warrant exercised. If the ANG warrants that remain
outstanding as at December 31, 1984 had been exercised effective January 1, 1984, Oakwood's equity in the
earnings of Alberta Natural for the year ended December 31, 1984 would have decreased $1,742,000.

(b) American Oakwood Energy Ltd.

Oakwood’s investment in American Oakwood convertible preferred shares, Series A is accounted for on the cost
basis. Each of the 2,847,192 preferred shares has a stated value of $10.00 and is convertible into 20 common shares
of American Oakwood. All the directors and officers of American Oakwood are directors and officers of Oakwood. The
recovery of Oakwood’s investment in American Oakwood is primarily dependent upon the results of American
Oakwood’s future operations. Management anticipates that, based upon American Oakwood’s future net revenues
from estimated production of proved and probable reserves at escalated prices and costs, as determined by
independent consulting engineers, Oakwood will fully recover its investment in American Oakwood.

At December 31, 1984, outstanding advances to American Oakwood under a Revolving Credit Agreement were
$15,750,000 U.S. American Oakwood has been advised by its banker that such advances are $9,650,000 U.S. in
excess of its borrowing base as defined under the Agreement. Oakwood has undertaken to provide, subject to
receiving consent from its Canadian bankers, an unsecured corporate guarantee limited in amount to American
Oakwood's borrowing base deficiency existing from time to time. Oakwood has also agreed to support American
Oakwood’s payment of interest and principal under the Agreement (scheduled principal payments are: 1985,
$5,250,000 U.S.; 1986, $10,500,000 U.S.).

(c) Durham Resources Inc.

In December, 1984, Oakwood acquired 600,000 Class C shares and 4,315,766 subordinate voting shares of
Durham Resources Inc. comprising 42.8% of the voting rights and a 30.6% ownership interest in the net assets of
Durham. Oakwood accounts for its investment in Durham on the equity basis.

Consideration paid on the acquisition of the Durham shares aggregated $7,734,000 in preferred shares of a wholly
owned subsidiary company (reference is made to note 7), which approximated the book value of the net assets acquired.

5. PROPERTY AND EQUIPMENT

1984 1983
Accumulated
Depletion and
Cost Depreciation Net Net
Petroleum and natural gas leases and rights
including exploration, development and
equipment thereon
Ganadegieg . e $398,530 $78,014 $320,516 $253,342
OnilediSiatesi 225 .. 5~ 0 o0 26,279 5,442 20,837 9,919
Erontlerandiother ==+ . — - . 29,281 203 29,078 18,448
Other property and equipment . . ... ...... ... .. 8,215 2,705 5,510 4,553

$462,305 $86,364 $375,941 $286,262




6. LONG-TERM DEBT

Interest Maturity
Rate Date Payment Terms 1984 1983
Series A
Secured Notes . . . . . 117%% June 15, $1,565,000 semi-annually to $ 32,665 $ 35,000
1995 December 15, 1994 and
$1,365,000 June 15, 1995
Series B
Secured Notes . . . . . 10.9% June 15, $2,430,000 U.S. semi- 59,811 64,366
($51,340,000 U.S.) 1995 annually to December 15,
1994 and $2,740,000 U.S.
June 15, 1995
Series C
Secured Notes . . . .. 1334% June 15, $1,900,000 U.S. June 15 24,596 24,596
($20,000,000 U.S.) 1996 and December 15, 1987,
$3,800,000 U.S. August 31,
1988, $775,000 U.S.
December 15, 1988 and
semi-annually thereafter
Demand bank loans .. Prime + 164,320 122,063
14 %-1%
Promissory notes . . . .. Prime + October 10,000 10,000
1% % 7,1988
Income debenture . . .. %2 Prime October $542,000 quarterly 4,333 6,500
+ 1% % 1, 1986
Notes payable ....... 7% May 31, 9,400 -
1985
Othar i 81 102 190
305,227 262,715
Less current maturities included in current liabilities 3,641 11,664

$301,586 $251,051

Subsequent to December 31, 1984, Oakwood entered into agreements with its bankers for demand bank loans in the
amount of $56,880,000, bearing interest at prime plus ' %-'2%. Such loans are to be used to refinance certain demand
bank loans as at December 31, 1984 and fund a portion of the principal payments required on other debt in 1985.
Accordingly, the refinanced and funded amounts have not been included in current liabilities.

After giving effect to the refinancing, the demand bank loans, the Secured Notes and the income debenture are secured by
specific petroleum and natural gas properties. The demand bank loans are also secured by accounts receivable,
marketable securities and a portion of the shares of Alberta Natural not held in trust pending the exercise of the ANG
warrants. Upon repayment of the notes payable in May, 1985 (which are secured by additional Alberta Natural shares not
held in trust), the demand bank loans will be secured by such additional Alberta Natural shares.



The demand bank loans, including those subsequent to December 31, 1984, are repayable out of future production
proceeds and are not expected to require the use of existing working capital, subject to the bank’s approval as to the
application of proceeds on a sale of the marketable securities securing the demand bank loans. As long as estimated
future production proceeds continue to exceed Oakwood's production loan lines of credit and the margin value of the
Alberta Natural shares securing outstanding advances continues to exceed the related security requirements, as
determined by the banks in accordance with their usual loan parameters, there are no repayment requirements on the
demand bank loans other than for quarterly repayments of $540,000 during the period July, 1985 to October, 1991 (on the
loans subsequent to December 31, 1984) and monthly repayments of $1,000,000 scheduled for the period January, 1986
to December, 1987. The bank has undertaken to review prior to December 31, 1985 the possible deferral of the scheduled
monthly repayments for one year, provided that Oakwood continues to meet the bank’s security requirements. Accordingly,
no portion of the demand bank loans outstanding at December 31, 1984 has been included in current liabilities.

Estimated principal payments on long-term debt in the five years subsequent to 1984, giving effect to the refinancing
outlined above and excluding any provision for the scheduled repayment of demand bank loans which is subject to review,
are: 1985 — $4,709,000; 1986 — $13,188,000; 1987 — $15,875,000; 1988 — $27,004,000; 1989 — $12,928,000.

Oakwood’s U.S. dollar debt is hedged by future revenue streams denominated in U.S. dollars. At December 31, 1984,
the amount of the possible exchange loss on its U.S. dollar debt against which Oakwood is protected is $9,862,000,
representing the additional long-term debt liability that would have resulted had Oakwood not recognized the effect of
the hedge.

PREFERRED SHARES OF SUBSIDIARY COMPANY

1984 1983
$9.00 Cumulative Redeemable Retractable Preferred Shares, SeriesA ... ... ... ... i $7,134 $ -
$9.00 Cumulative Redeemable Retractable Preferred Shares, SeriesB ... ... ... .. .. 600 -

7,734 -
Less preferred shares retractable in 1985 included in current liabilities .. ............ 2,000 —

$5,734 $ -

The Cumulative Redeemable Retractable Preferred Shares, Series A and Series B were issued at $100 per share on the
acquisition of the investment in Durham (reference is made to note 4(c)) and bear dividends of $9.00 per annum. The
preferred shares are retractable at a price of $100 per share plus accrued and unpaid dividends at the option of the holder
on the dates set forth in the table below. Any preferred shares that are not retracted by the holder on the dates set forth
below are redeemable by the subsidiary company at a price of $100 per share plus accrued and unpaid dividends at any
time after the specified retraction date.

Retractable Preferred Shares

Retraction Date Series A SeriesB
ARV, 31 1985 =angy i ki Se = il f e = S ol J = T o ok b B 4,000 6,000
SUNEBTIE1985 2o S Tl etR ke T = G ol Ve S0 e 10,000 -
JUERI3O: 986 Tk semes el v s ene e s s T T e 10,000 —
JNe S0NI0BT= -« - L oW e de 0 et e e S T 10,000 -
SRRt e LS A i e e e S S B i ees e e 10,000 -
gunealcl989 =5 = sl e s Wil S Tabsiaia e B oS Gl T SRS i s e 10,000 —
Aune SEE990 = s LR e e L e N e e T e 17,340 -
71,340 6,000

The subsidiary company retracted 4,000 Retractable Preferred Shares, Series A and 6,000 Retractable Preferred Shares,
Series B on January 31, 1985.
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(a) Authorized

8. CAPITAL STOCK

The authorized share capital of Oakwood consists of an unlimited number of preferred shares issuable in series, an
unlimited number of Class A Non-Voting Shares and an unlimited number of Common Shares.

(b) Issued

Changes in the issued capital stock for the two years ended December 31, 1984 are as follows (reference is made to

notes 15(b) and (c)):

Balance December 31,1982 . . b v s et S

Additional expenses ofissue ...... ................
Redeemed on exercise of ANG warrants ... ..........

Balance December 31,1983 . ... s o L ..

Converted to Class A Non-Voting and Common Shares .
Repurchased andcancelled .. ... . ... .. ... _ ... ..
Redeemed on exercise of ANG warrants . ... ... ... ..

Balance December 31,1984 . ... . . .. .. ... ... ..

Balance December 31,1982 .~ i 0o

Issued on acquisition of Quintus Leaseholds Limited

from a director and officer . ... ... ... .. ... ... ...
Issued on reclassification of Common Shares into

Class A Non-Voting and Common Shares . ... ... ...
Issued (cancelled) on conversion of Common Shares . .
Issued for cash pursuant to share option agreements . . .
Additional proceeds pursuant to share purchase plan

(note Slan; i ivhais i o r i Eile et SRS o aee
Issued for $7,600,000 cash pursuant to private placement,

less expenses of issue, net of income tax reduction

of: 376000014 === St e g TS i BT
Issued for $13,125,000 cash, less expenses of issue, net

of income tax reduction of $528,000 ... .. ... .. ..

Balance December:31, 19834 LUl S A Lust Sot e

Issued on acquisition of subsidiary companies (note 3)

Issued on conversion of preferred shares ... ... ... ..
Issued (cancelled) on conversion of Common Shares . .
Repurchased and cancelled ... .. .. ... ... .. ...... ..
Donated and cancelled (note 13) ... ... .. .. ... .. ..
Cancellation of share purchase plan (note 8(g)) ......
Additional expenses ofissue .. ... .. ... ... ... . ...

Balance December 31,1984 .. . .. ... .. ... ... .. ..

Convertible
Preferred Shares,
Series A
Number of Carrying
Shares Value
1,485,190 $35,979
1,485,190 35,979

(100) (3)
(100) 3)
1,485,090 $35,976
Class A
Non-Voting Shares
Number of Carrying
Shares Value
LY S
5,032,505 7,732
20,791 32
17,000 101
- 112
760,000 7,520
1,500,000 12,570
7,330,296 28,067
7,330,296 28,067
3,254,310 26,034
110 1
2121 4
(165,000) (824)
(300,000) (1,532)
(162,251) (828)
- (64)
2,629,290 22,791
9,959,586 $50,858

Retractable
Preferred Shares,

Series B
Number of Carrying
Shares Value
720,000 $18,442
— (54)
(25,000) (639)
(25,000) (693)
695,000 17,749
(26,100) (666)
(2,500) (64)
(28,600) (730)
666,400 $17,019

Common Shares

Number of Carrying
Shares Value
4,917,868 $13,172
114,637 2,292
- (7,732)
(20,791) (32)
17,000 101
- 352
110,846 (5,019)
5,028,714 8,153
110 1
(2,121) (4)
(173,900) (281)
(165,000) (268)
(340,911) (552)
4,687,803 $ 7,601




(c)

(d)

(e)

(@)

(h)

Preferred Shares
The following summarizes the material characteristics of the issued preferred shares:

(i) $1.90 Cumulative Redeemable Convertible Preferred Shares, Series A

The Convertible Preferred Shares, Series A were issued at $25.00 and bear dividends of $1.90 per annum. Each
share is convertible into one Class A Non-Voting and one Common Share on or prior to September 1, 1988. The
shares are redeemable on or before September 1, 1985 at $26.90 if the aggregate average trading price (for a
specified period of time) of Oakwood’s Class A Non-Voting and Common Shares on The Toronto Stock Exchange
is not less than 125% of the conversion price, and are redeemable after September 1, 1985 at $25.75 declining
$0.25 per year to $25.00 after September 1, 1988. Upon conversion or redemption, the holder is also entitled to
receive .22 of an American Oakwood common share for each share so converted or redeemed. Oakwood is
obliged to purchase, in each calendar quarter commencing January 1, 1989, 1% of the total number of shares
outstanding on a specified date at prices not exceeding $25.00 per share plus costs of purchase, such obligation
to carry over to succeeding calendar quarters in the same calendar year.

(i) $2.78 Cumulative Redeemable Retractable Preferred Shares, Series B

The Retractable Preferred Shares, Series B were issued at $26.50 and bear dividends of $2.78 per annum. The
holder of the shares will have the option of requiring Oakwood to retract all or any of the shares held on April 1,
1988 at $26.50. The shares are redeemable after March 31, 1988 at $27.50, declining $0.25 per year to $26.50
after March 31, 1992. Oakwood is obliged to purchase 6,950 shares in each calendar quarter at prices not
exceeding $26.50 per share plus costs of purchase, such obligation to carry over to succeeding calendar
quarters in the same calendar year.

Reference is made to note 4(a).

Class A Non-Voting Shares

The Class A Non-Voting Shares are entitled to a non-cumulative preferential dividend of $0.10 per share per annum, if,
as and when declared by the directors; thereafter in any year, should any dividends be declared on the Common
Shares, dividends of an equal amount must be declared on the Class A Non-Voting Shares.

Common Shares

Common Shares are convertible into an equivalent number of Class A Non-Voting Shares at any time at the option of
the holder.

Class A Non-Voting Share Purchase Warrants
As at December 31, 1984, there are 1,834,083 Class A Non-Voting Share purchase warrants outstanding, each of

which entitles the holder to purchase, for each warrant held, one Class A Non-Voting Share at $10.20 on or before
December 19, 1986.

Share Purchase Plan

In 1981, a share purchase plan was established under which executive personnel were granted loans of $2,747,000
by Oakwood to acquire 165,000 Common Shares of Oakwood. In January, 1982, the participating executives elected
to withdraw from the share purchase plan and the related notes were cancelled. The 165,000 Class A Non-Voting and
165,000 Common Shares (after reclassification) were held in escrow and unallotted until July, 1983, when the shares
were allocated to executive personnel who received loans from Oakwood aggregating $3,211,000 to acquire the
shares. Effective November 30, 1984, the directors cancelled the share purchase plan. The cancellation of the share
purchase plan has been accounted for as a share repurchase.

Shares Reserved
As at December 31, 1984, the following shares are reserved for issue:

Class A
Non-Voting Common
Shares Shares

On conversion of Convertible Preferred Shares, Series A .. . ... ... . ... .. .. .... 1,485,090 1,485,090
On exercise of Class A Non-Voting Share purchase warrants . .. .............. 1,834,083 -
On exercise of share options granted to directors, officers and employees ... .. .. 782,001 514,500

4,101,174 1,999,590

The options to purchase Class A Non-Voting and Common Shares are exercisable at prices ranging from $3.15 to
$6.19 and from $3.15 to $6.53, respectively, and expire on dates ranging from December, 1986 to December, 1989.

Reference is made to note 8(e).

Dividend Restriction

The payment of dividends on the Retractable Preferred Shares, Series B, the Class A Non-Voting Shares and the
Common Shares is subject to approval by holders of certain of Oakwood'’s long-term debt.
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10.

11

INTEREST ON LONG-TERM DEBT

1984 1983
interest incumed on long=termidebl ;- 2t it ok A0 s E S e i S e e $37,296 $31,021
Interest capitalized on long-term investments and property and equipment .. ... ... .. (1,936) (4,510)

$35,360 $26,511

INCOME TAXES
The provisions for income tax in 1984 and 1983 differ from the amounts that would have resulted had the Canadian federal
statutory tax rate been applied to earnings before corporate taxes and other items. The principal reasons are as follows:

1984 1983
Percent of Percent of
Pre-Tax Pre-Tax
Amount Earnings Amount Earnings
Computed income tax expense at statutoryrate ... .. ... .. M Lﬁ% M 46%
Increase (decrease) in income taxes resulting from
Non-deductible provincial royalties and rentals . .. . ... .. 18,682 58 17,103 52
Less related allowancesandrebates .. ......... .. ... M) E)) M) E@}
2,905 9 3,347 10
Non-deductible depletion of excess consideration
paid for shares of subsidiary companies ......... ... 3,261 10 2414 8
Allowance for earned depletion .. ................ ... (3,544) (10) (7,054) (21)
Unrecognized tax benefit of losses of
subsidiary companies: & kbt il Eer s il 907 3 — -
Incremental provincialtaxes ... .................... 462 1 457 1
O e e e R ey e i 429 &l 75 ol
4,420 14 (761) 2
Actual Incometax expense .. ..m ool St $19,364 60% $14,249 44%
Comprising:
Current income taxes (recovery) . ................... $ 401 $ (45
Deterred N COMIE aXBS ok ik vt bt v et A b B A e == 18,963 14,294
$19,364 $14,249

EARNINGS PER SHARE

Basic earnings per Class A Non-Voting and Common Share are calculated in accordance with the preferential dividend
attaching to the Class A Non-Voting Shares and the entittement of Class A Non-Voting and Common Shares to participate
equally in residual earnings.

1984 1983

Netearningsl 1 Bl g S s e e g e i g e e R e e $6,219 $6,693
Provision for dividends on preferred shares . ... ... ... ... ... ... ... ... ... ... .. ... (4,714) (4,771)
Preferential dividends paid on Class A Non-Voting Shares . .. ........ .. .......... (737) (254)
Residual earnings applicable to Class A Non-Voting and Common Shares ... .. ... ... $ 768 $1,668
Weighted average number of shares outstanding during the year

Class A Non=VotingeSheras s ie s s r=—iby B iR S vl iaant i A 0 9,584,029 5,267,526

G OmMMON A O e L= i o e s eaa i o 4,985,304 4,916,666

14,569,333 10,184,192

Earnings per Class A Non-Voting Share

Earnings:before extraordinaryitemi: s o s s ek $0.13 $0.11

Netastnings: Thth s SF=tn g Rt LR S bl e bt s atad e i Rl $0.13 $0.21
Earnings per Common Share

Eamings beforeextraordinary o= o s i $0.05 $0.06

Neteamingsy: Shiidie sgmnpte s Inl o e e R s $0.05 $0.16
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13.

14.

15.

The differential between earnings per Class A Non-Voting Share and earnings per Common Share reflects the preferential
dividends paid during the year per weighted average Class A Non-Voting Share outstanding (1984, $0.08; 1983, $0.05).

The potential effects of the conversion of the Convertible Preferred Shares, Series A and the exercise of the Class A
Non-Voting Share purchase warrants and outstanding share options are not dilutive.

All share and per share amounts in the above tables give retroactive effect to the reclassification of Common Shares which
occurred in April, 1983.

BUSINESS SEGMENTS

Oakwood is engaged in one industry, oil and gas exploration, development and production, primarily in Canada.

RELATED PARTY TRANSACTIONS

Certain employees of Oakwood are allowed to participate in Oakwood’s acquisition of petroleum and natural gas
properties on the same basis as if a third party had participated. As well, certain employees of Oakwood have the right to
participate in exploration projects through a 5% net profits interest in the projects after payout.

During 1984, a director of Oakwood donated 300,000 Class A Non-Voting Shares to Oakwood. The donation has been
accounted for as a share repurchase at nil cost.

Reference is made to notes 3, 4, 8(g) and 15(a).

COMMITMENTS AND CONTINGENT LIABILITIES

(a) Beaufort Exploration
Oakwood has entered into a five year exploration agreement with Esso Resources Canada Limited in the Beaufort
Sea-Mackenzie Delta region for which the future expenditures are currently estimated at $5,600,000 after deduction
of Petroleum Incentives Program credits.

(b) New York Oils Limited
A Statement of Claim of $1,156,000 has been filed against New York Qils, a 74.8% owned subsidiary, pursuant to a
promissory note issued by the subsidiary in connection with its investment in a limited partnership. No provision has
been made for any amount which may be payable in respect of the note in that it is the opinion of management that all
liabilities in respect of the note have been fulfilled.

(c) American Oakwood Energy Lid.
Reference is made to note 4(b) for commitments and contingent liabilities of Oakwood relating to its investment in
American Oakwood.

SUBSEQUENT EVENTS

(a) Purchase of Oakwood Petroleum Corporation
Effective January 1, 1985 Oakwood purchased from its 63.2% owned subsidiary, Oakwood International Petroleum
N.L., all of the issued and outstanding shares of Oakwood Petroleum Corporation for cash consideration of $4,300,000
us.

(b) Substantial Issuer Bid
On January 15, 1985, Oakwood purchased, by way of a Substantial Issuer Bid through the facilities of The Toronto
Stock Exchange, 654,235 Class A Non-Voting Shares at a total cost of $2,468,000.

(c) Repurchase of Shares and Warrants
In February, 1985, Oakwood received regulatory approval to enter into a program of purchasing, through the facilities
of The Toronto and Alberta Stock Exchanges during the twelve months ending March 4, 1986, not more than 2% in a
calendar month of its issued and outstanding Class A Non-Voting Shares, Common Shares and ANG warrants, to a
maximum of 759,046 Class A Non-Voting Shares, 236,550 Common Shares and 50,797 ANG warrants.

(d) Long-Term Debt
Reference is made to note 6.

(e) Retraction of Preferred Shares of Subsidiary Company
Reference is made to note 7.
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FIVE YEAR OPERATIONS ANALYSIS

1984 1983 1982 1981 1980
Canadian reserves as at July 1 (1)
Crude oil (millions of barrels)
Proved . ..... .. ... . . .. ... ... 38.2 354 38.3 445 43.2
Probable .. ... ... ... .. ... . ... ... 5.1 4.1 0.7 0.4 0.7
Tetal wp g+ o e = v st Boesnl s ge T Y 0 43.3 395 39.0 44.9 43.9
Natural gas (Bcf)
Proved ... .. ... 305 252 322 215 233
Probable . ... ... ... ... .. ... . ... 190 181 118 31 42
T8l = o oo @ ovs s = i mime n s weE @ e 495 433 440 246 275
(1) Excluding reserves in the Beaufort Sea-Mackenzie Delta region
Daily production
Crude oil (barrels) . ... . ... ... . .. ... ... 9,948 9,248 7,548 8,656 7,241
Natural gas (Mmcf) . ... ... .. .. .. . ... ... . . ... 25.5 20.5 235 17.0 19.4
Land holdings
Gross (millions of acres)
ProvinGial| = qe v e s o v s o smss 5 % sier 206 @ 9w @ 65 3.1 2.2 2.3 2.8 1.6
Ganadalands . oeo con v swn o v s e e s oo 1041 7.9 7 3.9 1.4
Total Canadian . ..... ... ... .. ... ... ... ... 13.2 10. 9.4 6.7 3.0
International ... ... ... ... ... ... 258 16.9 15.4 10.1 7.6
Total = o ven oo o o w w2 s = n g s € paw g = o T 39.0 27.0 24.8 16.8 10.6
Net (thousands of acres)
Provincial . ... ... .. ... ... 582 464 466 540 301
Canada Lands ... ..... ... .. ... ..., 704 566 582 483 131
Total Canadian ... ... ... .. .. ... ..., 1,286 1,030 1,048 1,023 432
Intemational - « o s v o e sae 2 e v 5 s e w e e 1,336 957 1,667 1,395 1,054
Total ... 2,622 1,987 2,715 2,418 1,486
Number of employees . . ... ... ... ... . ... ... . . ... . .... 162 146 138 89 7552
Wells drilled
1984 1983 1982 1981 1980
Gross Net  Gross Net Gross Net Gross Net grﬁ Net
Exploratory
[ || i e T 11 6 34 9 2.2 2 0.5 10 29
BA8 oz g s e w0 12 1.7 19 3.7 13 26 8 1.2 15 3.0
Abandoned ........ . .. 26 45 13 29 10 3.5 9 3.0 15 4_0
45 7.3 38 97 32 8.3 19 47 40 9.9
Development
il ......... ... ... .. 56 19.2 38 156 18 7.5 35 177 35 152
Gas ... .. ........... 16 23 22 7.8 25 29 36 9.3 4 10.7
Abandoned .. ... ...... 21 9.0 10 3.4 13 8.4 6 24 3 0.6
93 305 70 26.8 56 18.8 77 294 79 265
Total ... . .. 138 37.8 108 36.5 88 27.1 96 §ﬂ 119 364
1984 1983 1982 1981 1980
Qutstanding shares
Convertible Preferred Shares, Series A 1,485,090 1,485,190 1,485,190 1,485,890 1,500,000
Retractable Preferred Shares, SeriesB .. . .. 666,400 695,000 720,000 - —
Class A Non-Voting Shares ... ... ... ... .. 9,959,586 7,330,296 - — —
Common Shares ................. . 4,687,803 5,028,714 4,917,868 5,238,298 5,007,377
Average number of Class A Non-Voting
and Common Shares outstanding (1) ... .. 14,569,333 10,184,192 9,657,476 10,377,652 9,815,428

(1) Restated to reflect the reclassification of Common Shares which occurred in April 1983.



FIVE YEAR FINANCIAL ANALYSIS

Earnings
Revenue

Sale of oil, after royalties .
Sale of gas, after royalties

Interest and other

Expenses
Production

General and administrative
Interest on long-term debt
Depletion and depreciation

Corporate taxes
Income taxes
PGRT/IORT

Alberta Royalty Tax Credit

Other

Equity in earnings of Alberta Natural . ...

Share of loss of American Oakwood ‘

Minority interest

Extraordinary items

Net earnings

Cash flow

Earnings (loss) before extraordinary items

Depletion and depreciation

Deferred income taxes . .. ...... . ..

Minority interest . . .
Equity in earnings of
net of dividends

Share of loss of American Oakwood

Other

Cash flow from operations . ... ..

Preferred dividends

Alberta Natural,

Capitalized interest and administrative costs

Discretionary cash flow

Balance sheet
Working capital

Long-term investments
Property and equipment

Other assets ... ..
Long-term debt . . .
Other liabilities . . . .
Shareholders’ equity

Net capital expenditures

Canadian
International

Total additions

Proceeds from disposals

Net additions to property and equipment .
Petroleum Incentives Program credits . . .

Net capital expenditures

Per share information
Net earnings

Per Class A Non-Voting Share
Per Common Share .
Cash flow from operations . . ..
Discretionary cash flow

1984

1983

1982

1981

1980

(thousands of dollars except per share amounts)

$ 86,103 $ 70423 $ 47,823 $ 35516 $ 25116
20,432 14,907 17,856 10,975 10,874
1,782 3113 2,888 8,555 2,574
108,317 88,443 68,567 55,046 38,564
12,159 8,657 8,698 6,136 4,608
7,309 5,502 6,077 3.837 2,740
35,360 26,511 30,665 18,921 16,346
21,003 15,143 10,138 7,673 8,130
75,831 55,813 55,578 36,567 31,824
19,364 14,249 7,607 11,266 4,170

14,966 11,877 9.395 4,767 =
(2,413) (3,931) (4,732) (1,340) (1,000)
31,917 22,195 12,270 14,693 3,170

6,631 - - - -

— (4,575) (3,926) (100) -
(981) (195) (462) (29) (194)
— 1,028 8,664 13,806 2,466
5,650 (3,742) 4276 13,677 2,272
$ 6219 $ 6693 $ 4995 S 17463 $ 5842
$ 6219 $ 5665 $ (3669 S 3657 $ 3,376
21,003 15,143 10,138 7,673 8,130
18,963 14,294 8,044 10,797 3.786
981 195 462 29 194

(3,307) - = = =

= 4575 3,926 100

996 438 726 36 132
44 855 40,310 19,627 22,292 15,618
(4,714) (4.788) (2.822) (2,840) (1,243)
(6.220) (8.028) (9,530) (6,456) (309)
$ 33921 $ 27494 $ 7275 S 12996 $ 14,066
$ 6166 $ 5263 $ 3810 S 6266 $ 21,080
111,974 86,707 81,382 76,097 2,224
375941 286,262 267,636 259,433 186,323
7,204 14473 5311 12,988 1,467
301586 251,051 254061 265953 142,408
75,107 37,731 25,425 24,729 22,187
124592 103,923 78,653 64,102 46,499
$ 42,369 $ 41,194 $ 27,938 $ 26429 S 26,297
3,576 3,587 7.412 851 1,934
45945 44,781 35,350 27,280 28,231
(2,503) (1:822) (574) (20) (112)
43,442 42,959 34,776 27,260 28,119

(16,174)  (13594)  (11,161) (3,934) -
$ 27268 $ 29365 S 23615 S 23326 $ 28119
$0.13 $0.21 $0.22 $1.41 $0.44
0.05 0.16 0.22 1.41 0.44
3.08 3.96 2.03 2.15 1.59
2.33 2.70 0.75 1.25 1.43
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CORPORATE INFORMATION
DIRECTORS OFFICERS
DALLAS E. HAWKINS 1) DALLAS E. HAWKINS

Calgary, Alberta
Chairman of the Board

BRIAN S. EKSTROM(1)(2)
Calgary, Alberta
President and Chief Executive Officer

J. BRIAN AUNE

Montreal, Quebec

Chairman and Chief Executive Officer
of Nesbitt Thomson Bongard Inc.

CARL E. BEIGIE(2)

Toronto, Ontario

Vice-President and Chief Economist of
Dominion Securities Pitfield Limited

GEORGE A. FIERHELLER(2)

Vancouver, British Columbia

Vice-Chairman of Rogers
Cablesystems Inc.

KENNETH W. GERMOND
Calgary, Alberta
Retired Executive

R. ROSS HAMILTON(1)(2)
Calgary, Alberta
President of Scoteire Exploration Ltd.

DAVID J. HENNIGAR

Bedford, Nova Scotia

Atlantic Regional Director of
Burns Fry Limited

BRIAN G. McCOMBE
Calgary, Alberta
Partner, McCombe & Company

EDWARD G. McMULLAN (1)(2)
Calgary, Alberta
President of E. G. McMullan Ltd.

CARL Q. NICKLE2)
Calgary, Alberta
Retired Executive

GEORGE W. OUGHTRED(1)

Calgary, Alberta

Chairman of the Board of
Commercial Qil and Gas Ltd.

(1) Member of the Executive Committee
(2) Member of the Audit Committee

Chairman of the Board

BRIAN S. EKSTROM
President and Chief Executive Officer

D. NOLAN BLADES
Executive Vice-President

ANDY J. BLASHYN
Vice-President, Exploration

A. NORMAN BOYSE
Vice-President, Gas Marketing and
Special Projects

GEORGE W. FAULKNER
Vice-President, Corporate Development

JOHN G. FLETCHER
Vice-President, Finance

LLOYD D. MANN
Vice-President, Production and
Operations

BRIAN G. McCOMBE
Secretary

LEGAL COUNSEL

McCombe & Company
Calgary, Alberta

Aird & Berlis
Toronto, Ontario

INVESTMENT IN
OTHER COMPANIES 1)

Alberta Natural Gas Company Ltd .. ... .
American Oakwood Energy Ltd. .. ... .. .
Durham Resources|Inc. . ...... . ... .....

(1) As at March 31, 1985

HEAD OFFICE

Suite 1800, 311 Sixth Avenue S.W.
Calgary, Alberta T2P 3H2
Telephone (403) 268-6100

Telex 03-822846

FIELD OFFICES

Brooks, Alberta
Telephone (403) 362-4175

Hayter, Alberta
Telephone (403) 858-3768

Sylvan Lake, Alberta
Telephone (403) 887-2756

Taber, Alberta
Telephone (403) 223-9671

Dawson Creek, British Columbia
Telephone (604) 782-5971

AUSTRALIAN OFFICE

Oakwood International Petroleum N.L.
Suite 5210, Level 52

MLC Centre

19-29 Martin Place

Sydney, NSW 2000

Telephone 011-61-2-233-7899

Telex AAT2484

AUDITORS

Thorne Riddell
Calgary, Alberta

Ownership (%)

Voting
Common Preferred Rights
Shares Shares Held (%)
32 - 32
- 100 -
31 - 43

(1) Ownership of subsidiaries as at March 31, 1985.
(2) Acquired by Oakwood Petroleums Lid. effective January 1, 1985, subjeclt to approval by minority shareholders of Oakwood International Petroleum N.L.




SHAREHOLDER INFORMATION

INVESTOR RELATIONS

Shareholders and security analysts who desire
further information about the Company should direct
their queries, by phone or in writing, to the Vice-
President, Corporate Development, Suite 1800, 311 Sixth
Avenue S.W.,, Calgary, Alberta T2P 3H2 (403) 268-6100.

Changes of address or inquiries about shares
and dividends should be directed to The Canada Trust
Company, Corporate Trust Department, 505 Third
Street S.W,, Calgary, Alberta T2P 3E6 (403) 294-3333.

STOCK EXCHANGE LISTINGS

The Toronto Stock Exchange
Alberta Stock Exchange
Montreal Exchange

REGISTRAR

The Canada Trust Company
Calgary, Alberta
TRANSFER AGENTS

The Canada Trust Company
Calgary, Halifax, Montreal, Toronto,
Winnipeg, Regina and Vancouver

Bank of Bermuda Limited
Hamilton, Bermuda
DIVIDENDS

The Company has paid the following cash dividends
per share on its outstanding shares during the past
two years.

1984 1983
Convertible Preferred Shares,
Series A . $1.90 $1.90
Retractable Preferred Shares
Series B i ap v o s e 278 2414
Class A Non-Voting Shares. 0.10 0.05

On May 7, 1984, the Company distributed a dividend
in specie of all its common shares of American Oak-
wood Energy Ltd. to holders of its Class A Non-Voting
and Common Shares on December 30, 1983, on the
basis of one American Oakwood common share for
each Class A Non-Voting and/or Common Share
of Oakwood.

TRADING RANGE OF SHARES

OUTSTANDING SHARES

The table below indicates the number of share-
holders, including nominees, and their geographical
distribution as recorded on the shareholders register
maintained by The Canada Trust Company, as at
December 31, 1984.

Number of Number of
Shareholders Shares
Common Shares
Canatla vy oo o 5w s 1,292 4,455,265
Forelgn . .. .. 5 913 232,538
2,205 4,687,803
Class A
Non-Voting Shares
Canada ... . ...... 2,257 9,779,438
Foreign ......... . ... . .. 927 180,148
3,184 9,959,586
Convertible Preferred
Shares, Series A
Canada . . 1,182 1,474,360
FOraIgN: .« o ws v wmessems o o o 5 7 10,730
1,189 1,485,090
Retractable Preferred
Shares, Series B
Canada = oo o3 v v wepge g 860 666,300
Forelan ; ss s vevevss a8 1 100
861 666,400

Dallas E. Hawkins and Brian S. Ekstrom are the
major shareholders of the Company, owning 1,040,955
(22.2%) and 920,512 (19.6%) of the outstanding
Common Shares and 1,033,205 (10.4%) and 474,725
(4.8%) of the Class A Non-Voting Shares, respectively,
as at December 31, 1984. The other Directors and
Officers of the Company collectively own an additional
2.3% and 2.0% of the outstanding Common and
Class A Non-Voting Shares, respectively.

The tables below indicate the trading range of the Common and Class A Non-Voting Shares during the past

two years, as reported by The Toronto Stock Exchange.

Common Shares
1st quarter . .
2nd quarter (after reclassrflcatron in April 1983) .
3rd quarter .
4th quarter . .. .. ... ..

Class A Non-Voting Shares (1)
1st quarter
2nd quarter
3rd quarter
4th quarter .

1984 1983

High Low High Low
........ $9.63 $7.25 $17.00 $12.25
....... 8.88 6.00 12.00 6.50
7.75 4.90 13.00 10.50
7.25 4.85 11.38 7.38
¢ T 7.38 5.88 N/A N/A
......... 6.50 4.65 10.25 6.38
e s, S 5.25 3.60 11.75 9.50
o 4.80 3.00 10.00 7.00

(1) The Class A Non-Voting Shares were listed for trading on The Toronto Stock Exchange on April 11, 1983.








