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company profile 
Founded in 1947, North Canadian Oils 
Limited is an Alberta based company 
whose principal business s the 
exploration for oil and natural gas and 
the development of these resources. 
The Company owns extensive gas 
producing properties in Alberta and 
Saskatchewan, prospective exploration 
lands in Canada and the United States; 
and a 136 mile gas transmission line. 

The shares of the Company have been 
listed on the Toronto and American 
Stock Exchanges since 1952. 

annual meeting 
The 1983 Annual Meeting of shareholders 
will be held Thursday, June 16, 1983, at 
9:00 A.M. local time, The Westin Hotel, 
320 - 4th Avenue S.W., Calgary, Alberta. 
Canada. 



the year at a glance 
Financial 

. . . . . . . . . .  Gross Revenue (before myally) 
........ Funds Provided from Operations 
....... Incorm before extraordinaly items 

Per Share (after provision for 
............ prefer& share dividends) 

. . . . . . .  Net Income after extraordinary items 
Per Share (after plwision for .~ 
preferred share dividends) . . . . . . . . . . . .  

Exploration Expenditures . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . .  Development Expenditures 

................ Long-term Investments 
................... Shareholders' Equity 

1982 1981 
$351 19,000 $34,356,000 

17,328.00 9,475.000 
11,894,000 11,729,000 Estimated 

Gmss Proved and Pmbable 
2.07 2.21 Reserves - December 31,1982 

11,894,000 10,747,000 NATURAL GAS . 608 B~ll~on cubic feet 
CRUDE OIL & NGL 1.953 Thousand barrels 

2.07 2 02 
2,443,000 4,769,000 
6,873.000 8,791,000 

67,775,000 17,600,000 
66,251,000 54,422,000 

Operating 
Natural Gas Production - billion cubic feet 17.0 17.0 

Average per day - million cubic feet . . .  46.6 46.6 
Pipeline - 

Annual throughput, billion cubic feet . . .  7.5 6.6 
Oil and Natural Gas Liquids (NGL) - barrels 74.000 50,000 

EXPENDITURES 

8.W 
/ 

............................. 

ADMINISTRATION & OPERATIONS 

EXPLORATION 

I GAS PURCHASED FOR RESALE / 
DEVELOPMENT 



to the shareholders 

Thfoughwt IS@, financial resuits 
for the Company continued to 
knprare end rafled a substantial 
posr&kre change wer the previws 
year. Fun& of 517.3 mlllion 
generated hwn operations 
represents an all time high, and is 
an 83% incmase in comparison to 
the S9.5 m i l l i  from the previous 
year. 

The impwed performance was 
attributable to a number of factors, 
i~ tud ing incressed pmduction 
levels ham the Cwnpany's Albefta 
producrog natural gas properties, 
irnpnwed crude oil production in 
Canada and new oil pmdudon in 
the United States. W also 
acMeved increesed returns from 
pipeline operations and long term 
investments, and benefited from 
higher pmduct prices. 

Gmss twmues from operations for 
the year totaned $35.1 million, an 
increase of $8.8 million or 33% 
over the previws year. Net mcorne 
forthesame period was $11.9 
million or e.07  per common 
share. The comparative 1981 figure 
wcrs 510.7 mlllion or $2.02 per 
m m o n  share, which included 
$41 million, after tax, frwn the sale 
of the Company's coal properties. 

Our objfstives, thrwghout 1983, 
am to direct activities toward 
maintain'bg pmduction fmm 
existin~ profitable fields and to 
participate in explwation plays 
which have the greatest potential 
for M i a t e  cash Row. To 
pwvious areas of interest in the 
cenCral United States and Alberta 
we have added exploration for oil 
in promising a m  of 
%skatchewan. We will continue to 
evaluate the increasing number of 
apportunities to acquire oil and 
gas assets available fmm within 
the industty. 

In 1982, North Canadian's 
expbratkm and development 
investment d qqxdmalely Q0.6 
million, before gwemment gmts, 
were concentreted im Alberta 
Arleurses and Colorado Thii 
imwtment resubd In imprrnred 
WJIumes hwn the company's 
major Albefta natural gas fields 
and enabled us to wnfirm the oil 
dlsumry made last year in 
Arkansas. It also res&ed in oil 
discoveries in two areas of Alberta 
and added to our natural gas 
~BSZKVB~ in the Ptuvince. 

Notwithstanding the wrk l  c d e  
dl nwW ewditions and the 
NocthAmericannarwalgas 
surplus, we m i n  guardedly 
optimistic about the future. It is our 
view that given the w n d  financial 
position of the Company and our 
p M  WC€Wd 88 a prudent natural 
-rue operatof, 1983 wiU 
praJide us with opportunities to 
impme perhfmance and to 
i n e w e  the asPet value of the 
Company. 

JamesEKay 
Chairman of the Board 

March 31,1983 
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exploration 

North Canadian's exploration 
activity dunng 1982 was largely 
concentrated in Alberta and the 
west centrai United States. The 
Company participefed in the 
drilling of 39 exploratory wells 
resulting in 16 gas and four oil 
Wls. Geological evaluat~on of 011 
prcrspects in the Prwince of 
Saskatckwan led to particrpation 
in two major seismic programs at 
year end. New explofatory land 
was acquired in prospective areas 
of north central and sauthern 
Alberta. 

CANADA 
The Company participated in the 
drilling of 33 Canadian exploratory 
wells, all located in Alberta. 
Eighteen of these were drilled by 
others on North Canadian lands at 
no cost to the Company. 

In southern Alberta the Company, 
as part of its ongoing search for 
hydlocarbons in the Cretacews 
channel sand play, pined m an 
extensive rnultiiell and seismic 
program ccmrrng some 125,000 
acres. Approximately 180 miles of 
seismic was acquired and 12 
exploratory wells were drilled 
resulting in seven gas and one oil 
well. By participation in this 
program North Canadian earns 
varying interests ranging from 
lFh% to 50% in two to three 
sections of land assoc~ated w~th 
each exploratory well. 
Development drilling associated 
with several of the discoveries is 
anticipated during 1983 subject to 
gas marketing and adequate 
produalon testing. Activity w~ll 
continue on th~s program 
throughout the coming year, as 
indicated by the drilling of three 
wetls dunng the first quarter 
Farmout to industry partners of 
various other Company properties 
scattered throughout the southern 
Alberta area led to the successful 
drilling of an oil and two gas wells 

Drilling in Cmtal Alberta 
consisted of participetion in frve 
exploratory wells. Of the five wells, 
four of which were drilled free to 
the Company on North Canadian's 
famxwt acreage, two were 
completed as gas wells. 

In the Granor-Lik area of 
northeastern Alberta five gas wells 
wem drllied as part of the 
expansion of the Granor Gas Unit. 
The Company d ~ d  not partrc~pate 
in the cost of this drilling bur 
retains a small interest in the gas 
produced f m  the unitized field 
which is presently under contract 
to Pan Alberta Gas. 

Undeveloped Acreage , 

December 31,1982 
A m  Gmss 

Albelia ...................... 673,684 
Saskatchewan ............... 1,120 
British Columbia . . . . . . . . . . . . . .  3,769 

. . . . . . . . . . . . . . . . . . . . . . . .  U.S.A 1,022,331 
1,700,904 
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CENTRAL UNITED STATES 

NCO INTEREST LAND! 

NC001L PRODUCTIOP I 

I n  ,w w w 9 "88 r @? NCO INEREST WELLS . 

UNITED STATES 
In 1982 the Company's activity in 
the United States was primarily 
focused on development of its oil 
property in southern Arkansas. 

In Colorado, North Canadian holds 
a one-third interest in 
approximately 140,000 acres of 
leases located on the western 
flank of the Las Animas Arch. 
Interpretation of 130 miles of 
reconnaissance seismic data was 
completed during 1982. Detailed 
seismic will be acquired in 1983 on 
several specific prospects 
determined from the regional 
program. The Company and its 
partners in the Colorado project 
are presently evaluating a 
proposal from an industry 
company to earn an interest in this 
area in return for a ten-well 
exploration drilling program. 

Five exploratory wells located in 
Kansas, four of which were drilled 
on farmout land and one in which 
the Company participated directly, 
were all abandoned. Evaluation of 
the 80,000 gross acres of land 
holdings located along the 
Nemaha Arch of Central Kansas, 
in which the Company has a 
13.5% interest. will continue in 
1983 by way of farming out for 
exploration drilling. 



development 

In Alberta, an extensive rnfift Natumi gas from these two areas is In the United SWs. devebpmmt 
Mflllng progm consisting of 68 sold to TramCanada PipeLlnes drllling of the Cum Credc Md, 
SkUw gas wells. 34 In each of under tHO Mwrability contracts k?cated in Union County, 
the Attee Buffalo and Hilda which are not subjed to allocation Alksnsas, added Rve additional 
Schufef fields, was wccessfully ~stk t ions  rewlt'ig f m  mrket producing welfis during the year. 
comptgted during 1982. ln demand. Gnoss woduction fmm the fietd 
addWon to thls d&lopment 
diilllng, a mejor program of 
tWewo1r stirnulatbn and well 
~ w a s e a r r i e d w w t t o  
W t i i  pmdmian fiwl these 
Wds. North Canadian now 
spates 428 wells in the 
Hikla Schuler and Atlee Buffalo 
ecea$ comprising 89,000 acres. 

During 1982 the Company, as a 
50% participant, drilled four wells 
oftsetting a lwer Cmtaceous 
heavy oil discarety hated in the 
mithwsmrn comer of our 
Atlw Buffalo block. Two of these 
wells were completed in the 
GIeuconite sand and the three oil 
wefts are each capable of 

rangeshwn to 500 barrels of 
light g&ty crude per day. North 
Canadian's net revenue interest in 
tfris production is appmxlrnately 
11%. The final tHa locations withh 
the defined pod have been staked 
and will be drilled after spring 
break up in 1983. 

producing at approximately 20 
bar& per day 
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production 

Although 1982 natural gas Net operating revenue from the 
production of 17.0 billion cubic Company's 136 mile Wabamun to 
feet was virtually unchanged from 
last year, the combination of 
higher prices and increased 
deliveries from Alberta fields 
improved the gross revenue fmm 
the sale of natural gas by 17.5% to 
$18.1 million. Production from the 
Company's principal Alberta fields 
averaged 18.6 million cubic feet 
per day, an increase of 12% over 
1981. In Saskatchewan, deliveries 
under a long-term contract to 
Saskatchewan Power Corporation 
averaged 28.1 million cubic feet 
per day. 

In fiscal 1982, the gross oil 
revenue was $2.0 million, an 
increase of 89% over 1981 
Production of crude oil and natural 
gas liquids was up by 47% over 
last year, with average daily 
production increasing to 210 
barrels from 143, or 23.600 barrels 
for the year. Of this increase. 
11,000 barrels came from the 
Company's 10% interest in the 
Joarcam Viking Unit #2, where the 
waterflood facilities installed 
during 1981 are having a positive 
effect. 

In the United States, production 
more than doubled from 1981 to 
8.430 barrels. In December, 
production from both Canada and 
the United States averaged 279 
barrels per day. 
In 1983, it is anticipated that 

Hinton was up 25% over 
1981. Sales to industrial accounts 
and distributors, combined with 
fees on gas transported for utility 
companies, generated $1.5 million 
or approximately 6% of North 
Canadian's net operating revenue. 
Throughput of the line increased 
by 20%. to 7.9 billion cubic feet for 
the year. Average daily voluma 
was 21.6 million cubic feet 
compared to the 1981 average of 
18.2 million cubic feet per day. 

During 1982, the Company 
negotiated several short-term 
contracts with a number of 
producers under which the 
Company is purchasing natural 
gas at a discount for resale under 
various terms to its pipeline 
customers. To ensure a supply of 
natural gas for these customers. 
North Canadian has maintained its 
long-term gas purchase contract 
with Alberta and Southern Gas Co. 
Ltd. for the supply of up to a 
maximum of 30 million cubic feet 
of gas per day. Under the long 
term contracts, gas supplieu to 
certain customers is fixed at the 
sum of the purchase price thereof. 
plus a surcharge for transportation. 

, ~. . . ~. natural gas production in Alberta 
will compare favorably with that 
attained in 1982. In  aska at chew an 
a program will be undertaken to 
improve production now that the 
Saskatchewan government has 
approved a price increase, 
effective February 1, 1983, which 
has doubled the netback to gas 
producers. 



reserves 
The following table summarizes 
the estimated reserves as of 
December 31.1982. 

Classification of reserves, as used 
in the table, Is as follows 

PROVED RESERVES are those 
established by existing 
pmductlon, by adequate tests 
and by other information on 
zones behind pipe in existing 
wells, or those existing beneath 
undeveloped tracts offsetting or 
between producing wells where 
geological contml mnflrms the 
presence of these reserves. 

PROBABLE RESERVES are 
those estimated for localtons or 
areas beyond prwed contml, 
where gdog~cal  and seismic 
data reawnably cmf~rm 
satisfactory structural and 

formation characterist~cs, for presence of these reserves, but 
those in zones behind pipe in where such data are inadequate 
existing wells where data to establish proof of the 
reasonably confirm the productivity of the reserves. 

financial review 
RESULTS OF The mts associated with share compared to $10.7 million or 

OPERATIONS maintaining production from $2.02 per common share 
mature natural gas fields together respectively, in 1981. The 1981 net 

Cornpaflson of 1982 to 1981 with the increase in the number of income figure included 
Revenue from crude oil and natural producing wells contributed to approximately $4.1 million. after 
gas operations, net of royalties higher operating expenses in tax, arising fmm the disposition of 
was $21.9 milrm in the 1982 fiscal 1982. As well, on January 1,1982, the Company's coal pmperties. 
year compared to $15.2 million in the rate of tax under the Petroleum 
thg 1981 fiscal year. The Increase and Gas Revenue Act, which was Comparison of 19W to 1980 
is primarily related to the improved initially levied at 8% increased to G ~ S  and oil revenue, net of 
price and production of natural 16%. Depreciation and depletion was s15.2 million in 1981 
gas from the Company's Alberta increased $324,000 Over lW1 as versus $10.5 million for the 
gas fields and fmm higher crude the result of an increased asset previous year. Seventy-eight 
oil production in Canada and the base. The ComPan~'s total tax percent of the increase was 
united states. A 25% improvement provision for 1982 is $3.9 million attributable to the gas properties 
in net pipeline revenue took place versus $7.3 million in 1981. This assumed in the reorganization and 
in 1982 due to increases in difference is attributable to an the balance from slightly higher 
pipeline throughput and marketing asset disposal in 1981. volume of gas produced in Alberta 
fees, Investment income, net of and improved oil revenue. 
interest expense, at $1.8 million Net income for the twelve months Revenue from oil production, 
increased substantially over the ended December 3,1982 was representing 6% of the Company's 
198l figure. $11.9 million or $2.07 per common operating revenue. was up A 

1 



approximately 56%. This increase CAPITAL RESOURCES AND LIQUIDITY 
is directly related to higher prices 
in Canada and tn new nil The Company, in the past several prices, government policies in . . . - -. . - - - - . . - . . . . . . . . . . 
production in the United States. years, has been able to finance its regard 6 domestic oil pricing and 
Pipeline revenue remained exploration and development taxation, expanded domestic 
constant with the ~revious vear. programs through internally markets and additional exports of 

Production expenses related to the 
properties acquired from Hatleigh 
on April 30.1981, the added cost 
of operating new wells, higher 
wellsite rentals and taxes, and 
escalating labor, fuel and material 
costs all contributed to the 
increase in operating expenses 
during the year. Operating cash 
flow was reduced $1,228,000 as a 
result of the Petroleum and Gas 
Revenue Tax which became 
effective Januarv 1. 1981. under 

generated funds and 1983 
anticipated capital expenditures of 
approximately $15 million will be 
provided for as in prior years. 
Although the Company currently 
has no plans to undertake a 
substantial commitment such 
future commitments could be met 
with established lines of credit and 
borrowing capacity available from 
bank sources. 

Future net cash flows depend to a 
significant degree on world crude 

natural gas and the success of the 
Company's exploration and 
development activities. If adverse 
material changes in the 
aforementioned were to be 
introduced, the Company's 
liquidity could be temporarily 
affected. Management is 
confident, however, that its present 
established resources provide a 
firm base for a continuing 
long-term natuml resource 
investment program. 

the provisions of the National 
Energy Program. Administrative 
expenses increased due to 
greater corporate activities, 
increased consulting fees and a 
generally higher cost of doing 
business. 

In 1981 the Company sold its 
nonproducing coal properties for 
$8.1 million resulting in a gain of 
$4.1 million after ~rovision for 

TOTAL REVENUES BY QUARTER 
(in Thousands of Dollars) 

1982 

deferred taxes. dividends of $1.1 
million were received on the 
Company's long term investment 
in securities acquired at mid year. 
Depreciation and depletion 
increased $610.000. as a result of 
continued investment in 
exploration, development and the 
investment in the producing 
properties acquired from Hatleigh. 
The current tax provision increase 
of $1.3 million relates to increased 
earnings, whereas the change in 
the provision for deferred taxes is 
attributable to the tax on the sale 
of the coal properties and the 
effects of certain provisions of the 
National Energy Program. 



SELECTED FINANCIAL DATA OF THE COMPANY 
The following table summarizes certain selected financial data in accordance with Generally Accepted 
Accounting Principles (GAAP) in Canada and the United States and is qualified in its entirety by the more 
detailed Consolidated Financial Statements of the Company appearing elsewhere herein. 

Year ended December 3, 
1982 1981 1980 1979 1978 
(Stated in thousands of dollars except lor per share data) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Net operating revenues $ 31,394 $22,786 $1 7,704 $1 5.600 $16.423 
Income from continuing operations (a) . . . . . . . . . . . . . . . .  $ 11.894 $ 5.929 $ 5,440 $ 4,002 $ 3,461 
lncome from continuing operations per common 

. . . . . . . . . . . . . . . . . . . . . . . .  share (Canadian GAAP) (a) $ 2.07 $ 1.12 $ 1 22(b) $ .89 $ .74 
Income from continuing operations per common 
share(U.S.GAAP)(a) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2.07 $ 1.12 $ 1.25 $ .92 $ .72 

. . . . . . . . . . . . . . . . . . . . . . .  Total assets (at end of period) $1 40.635 $84,440 $56,156 $69,656 $62,152 
Long-term obligations (including redeemable 

. . . . . . . . . . . . . . . . . .  preferred shares) at end of period $ 47,852 $ 6,851 $10,814 $17,843 $21,420 

(a) &fore equity in operating incane (loss) 01 an affiliate and extraordinary items and alter lax gain on disposal of coal properties 
(b) Before extraordinar) loss of $2 99 per common share. Net loss lor the year ended December 31, 1980 was $2 04 pet common share 

RETURN ON 
SHAREHOLDERS' EQUITY 
PERCENTAGE BEFORE 
EXTRAORDINARY ITEMS 

RETURN ON 
AVERAGE CAPITAL EMPLOYED 
PERCENTAGE BEFORE 
EXTRAORDINARY ITEIdS 

COMMON STOCK Tomnto Stock Exchange (Can.) Ainerlcan Stock Exchange (US.) 

PRICE RANGE Quarter 1982 196i 1982 198l 
First . . . . . . . . . .  $30.50$10.75 $20.50$16.00 $25.25$9.00 $17.13$13.25 

. . . . . . .  Second 15.00 10.50 21.00 17.50 11.25 8.13 16.63 14.00 
Third . . . . . . . . .  16.00 9.50 35.25 17.63 13.00 7.63 29.38 14.25 
Fourth . . . . . . . .  21 .OO 13.63 34.25 23.25 16.50 11.00 28.88 19.50 



I of operations 

Revenue 
Gas and 
Less royalties . . . . . . . . . . . . . . . . . . . . .  

Pipeline operations ................ 
Divictendsfrom long-term investment 
Other income ..................... 

Expenses 
Operating and adrninistmtive . . 

....... Gas purchase for resale 
Interest .......................... 
Income tax- current (recovery) .... 
Petroleum and gas revenue tex ...... 

..... Funds Provided from Operations 
Per c~mrnon share ................ 

Ckpreciatim. depletion ............. 
.............. Write-off of foreign exploration 

Gain on sale of coal properties ............ 
Equity in operating income (loss) of affiliate .......... 
Income before undernoted 
Income tax - deferred 

Net income before und 
Per common share ............................. 

.............................. Extraordinary items 
............................ Netincome (loss] 

Per common share ..................... 
................ Working capital - (deficit) 

Long-term investments ........................ 
Property and equipment - 

........ Long-term debt 
Shares outstanding 

- ......................... Common no par value 
Preferred - par value $50 per share .. :. ........... 

Shareholders' equity ............................. 
Cost offinding and developing reserves 
Exploration ............. : .............. 
Development .......................... 

^Excludes shares owned by Millate 

Pmdwlon and Salm 

rtedin thousandsof dollars uwpt for psr sham data) 

Natural Gas Production- billion cubic feet ..... 
Average per day - rniDin cubic feet ........ 

P~pet~ne- 
Annual throughput. billion cubic feet ............ 

Crude 011 and natural gas liquids - barrels ...... I"U + , . I U L  

.Includes produchon of amtiate 



ASSETS 
CURRENT ASSETS 

Cash and short-term deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Petroleum incentive payments receivable . . . . . . . . . . . . . . . . . . . . . . . . . .  
Current portion of long-term investments . . . . . . . . . . . . . . . . . . . . . . . . . .  
Prepaidexpenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

LONG-TERM INVESTMENTS (Note 2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

PROPERN, PLANT AND EQUIPMENT (Note 3) 
At full cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Accumulated depreciation and depletion .......................... 

OTHER ASSETS AT COST . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

On behalf of the Board: 

Director 

See accompanying notes. 

dk 
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LIABILITIES AND SHAREHOLDERS' EQUITY ~~~ .~ ~~ - ~~ ~~ 

CURRENT LIABILITIES 
. . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Accounts payable 

. . . . . . . . . . . . . . . . . . . . . . .  Income and other taxes payable 
- . . . . . . . . . . . . . . . . . . . . . .  :- Current portion of long-term debt 

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

LONG-TERM DEBT (Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
I DEFERRED INCOME TAXES (Note 5) . . . . . . . . . . . .  

SHAREHOLDERS' EQUITY (Note 6) 
Capital stock 

5%% cumulative redeemable preferred shares, par value $50 each: 
authorized 70.000 shares, issued 20,589 shares - ! 
(1981 - 21,651 shares) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Common shares, without nominal or par value; 
authorized 20,000,000 shares, issued 5,722.865 shares 
(1981 - 5.719.865) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23.51 1,000 

24,540,000 
Capital redemption reserve fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,471.000 
Contributed surplus . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  90,QOO 
Retained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  39,150.000 

66,251,000 

, 
~ ~ 



consolidated statements of income 

Revenue . 
Gas and oil. net .............................. 
Pipeline operations ........................... 
Dividends from long-term investment ........... 
Other income ................................ 

Expenses 
Operating . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Gas purchased for resale ...................... 
Petroleum and gas revenue tax ................. 
Administrative ................................ 
Interest on long-term debt ...................... 
Depreciation ................................... 
Depletion ...................................... 

...................... lncome before the undernoted 
Gain on sale of coal properties ..................... 

. . . . . . . . . . . . . . . . . . . . . .  lncome before the undernoted 
lncome taxes (Note 5) 

Current ...................................... 
Deferred ................... .. ............... 

Income before the undernoted ...................... 
........... Equity in operating income (loss) of affiliate 

Income before extraordinary items . . . . . . . . . . . . . . . . . .  
Extraordinary items (Note 7) .......................... 
Net income (loss) ................................... 
lncome (loss) per common share 

Income before extraordinary items ... . . . . . . . . . . .  
Extraordinary items ............................ 

.............................. Net income 

See accompanying notes . 

J 



consolidated statements of changes in 
financial posit 

Yean ended December 31 

SOURCE OF FUNDS 
Funds provided from operations .................. 
Proceeds on sale of investment in affiliate (less related 

costs of disposal $727.000 and income taxes 
$226,000) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Assumption of long-term debt of affiliate . . . . . . . . . . .  
Proceeds on sale of coal properties ............. 
Proceeds on sale of property, plant and equipment 
Proceeds on sale of common shares . . . . . . . . . . . . .  
Proceeds on sale of other investments . . . . . . . . . . . . .  
Proceeds on redemption of investment in affiliate . . . .  ~) 

Increase in long-term debt . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . .  Proceeds on disposition of other assets 

1 ,  - 

, . . . . . . . . . .  , - -~ ,, !-Total funds provided 
; = - . 

' USE'OF FUNDS 
Purchase of long-term investments . . . . . . . . .  
Expenditures for property, plant and 
Reduction of long-term debt . . . . . . . . . . . . .  
Redemption of preferred shares . . . . . . . . . . . . .  
Dividends on preferred shares . . . . . . . . . . . . . . . . .  
Additions to other assets . . . . . . . . . . . . . . . . . . . . . . . . .  
Investment in affiliate . . . . . . . . . . . .  

Total funds used . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

R . . . . . . . . . . . . . . . . .  increase (decrease) in working capital 
Working capital (deficit), beginning of ye 
Working capital (deficit), end of year 

lncrease (decrease) accounted for as fol~ 
. . . . . . . . . . . . . .  Cash and short-term deposits 

Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . .  466,000 
. . . . . . . . . .  Petroleum incentive payments receivable 

. . . . . . . . . . .  Current portion of long-term investments 
. . . . . . . . . . . . .  Due from Receiver General for Canada 

Prepaid expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1 19,000) 
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ,316,000) (405,000) 
Due to affiliate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,331,000 
Income and other taxes payable . . . . . . . . . . . . . . . .  ,611.300 (1,494,000) 
Long-term debt due within one year . . . . . . . . . . . . . . .  (305,000) - 

decreqr;)j~,prking capital . . . . . . . . . . . . . . . . .  , ,1.101.000) $ 3,190.000 
, = d ,., , , ~ > # , ~ < * S ,  ? 

, ,  . 4 ' .  

See accompanying notes. 



consolidated statements of retained earnings 

lam 1 lM 1980 

Balance, beginning of year ........................... 1 S27,367.000 $16,814,000 $26,036,000 
Net income (loss) ................................... 11,894,000 

I 
10,747,000 (9,072,000) 

39.261.003 1 27,561,000 16,964,000 

Deduct 
Transfer to capital redemption reserve fund (Note 6) , 53,000 I 132.000 82,000 
D~vidends on preferred shares .................... 58,000 62,000 68,000 

111,oOO 194,000 150.000 
Balance, end of year ................................ %39.1= $27,367,000 $16,814,000 - 

See accompanying notes. 

auditors' report to the shareholders 

We have examined the consolidated balance sheets of North Canadian Oils Limited as at 
December 81, 1982 and 1981 and the consol~dated statements of income. retained earnlngs and 
changes In financial position for the years ended December 31, 1982,1981 and 1980. Our 
exammation was made in accordance with generally accepted audiilng standards, and 
accordingly included such tests and other procedures as we considered necessary In the 
circumstances. 

In our opinion, these consolidated financial statements present fairty the financial position of 
North Canadian Oils Llmited as at December 31, 1982 and 1981 and the results of its operations 
and the changes in it$%nanc~al position for the years ended December 31, 1982,1981 and 1980 
in accordance with accounting prlnc~ples generally accepted in Canada (which differ from 
accounting princ~ples generally accepted in the United States as set out in Note 14 to the 
consolidated financial statements) applied on a consistent basis. 

Calgary. Canada 
March 2, 1983 

Peat, Marwick, Mitchell & Co. 
Chartered Accountants 



tes to consolidated financial statements 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

North Canadian Oils Limited is incorporated under the provisions u~ 111e Cornva~iies ncr or nioerta and IS principally 
engaged in the exploration for, and production of, oil and gas in North America. 
These consolidated financial statements are stated in Canadian dollars and have been prepared in accordance with 
accounting principles generally accepted in Canada which conform in all material respects with International Accounting 
Standards, and except as indicated in Note 14, with accounting policies generally accepted in the United States. A 
summary of the Company's significant accounting policies is described below. 

Prlnaples of Consolidation 
The consolidated financial statements include the accounts of the Company and its wholly wned  subsidiaries. 

Oil and gas operations 

The Company follows the full cost method of accounting for exploration and development expenditures, wherein all costs 
related to the exploration for and dwelopment of oil and gas reserves in North America are capitalized.. These costs 
include leasehold acquisition costs, geological and geophysical expenses, carrying charges on non-producing 
properties, cost of drilling both productive and n~kproduct i~e wells, oil and gas field production equipment, gathering 
lines, compressors and gas plants and overhead expenses related to exploration activities after deducting relaling 
government grants. All such costs are being amortized on the unit-of-production method, based on estimated proven 
recoverable reserves as determined by independent engineers. 

Proceeds of minor properly sales are credited to the net book value of property, plant and equipment without 
recognizing any gain or loss on disposition. Gains or losses on major property sales are recognized in the statement of 
income. 

Pipeline assets are depreciated over the term of the existing gas contracts and other equipment is depreciated wer the 
estimated useful lives of the assets. Leasehold improvements are amortized over the term of the lease. 

Renewals or replacements which improve or extend the life of existing properties are capitalized. Those of a routine N , ,  

nature as well as maintenance and repairs are charged to income. , . N.., , ,  
! ' 

Income per share 
Income per common snare was computed by d viding net income, alter provlslon for preferred d v.dend requirements, by 
the weignted average number of common an0 common equwalent (stock oDhons) shares outstandma. Such calculation 
is in accordance with the requirements of the Accounting ~ r i n c i ~ l e s ~ o a r d  opinion 15 of the ~meric& lnstitutecf 
Certif~ed Publ c Accountants. income per common share compLted in accordance with generally accepted accounting 
principles in Canada would not be sgnilicant y d~lterent from tnat compJted under APB 15 
The weighted average number of shares was reduced by 1,219,296 shares, held by an affiliate, for the perlod from 
January 1 .  1981 to the date of sale of the afliliate and for the year ended December 31. 1980. 

2. LONG-lERM INVESTMENTS. AT COST 

................ Quoted market value $36,642,000 
No quoted market value .............................. 

.... Preference shares of an affiliate, net of current portion 



3. PROPERTY PLANT AND EQUIPMENT 

December 31. 1982 
Petroleum and natural gas leases, rights, exploration and 

... . .  development costs and related equipment thereon 
Accumulated depreciation and depletion . . . . . . . . . . . . . . . .  

. . .  Pipeline, other equipment and leasehold improvements 
................ Accumulated depreciation and depletion 

December 31. 1981 
Petroleum and natural gas leases, rights, exploration and 

. . . . .  development costs and related equipment thereon 
................ Accumulated depreciatim and depletion 

Pipeline, other equipment and leasehold improvements ... 
................ Accumulated depreciation and depletion 

Grants under the Canadian government's Petroleum Incentive program, aggregating $1,833,000 in l&32 and $1'.452.600 
in 1981, have been accrued in accordance with the regulations an@ treated as a reduction in the cost of the related 
expkxation and development expenditures. , , 

4. LONGpTERM DEBT 
1982 1981 

1i'/r% sinking fund debentures ........... $ 5,748.000 $5.769.000 
Bank indebtedness ..................... 41,380.000 - 

47,128.000 5,769.000 
Less current portion of long-term debt ..... 305,000 - 

$46,823,000 $5,769,000 
I 

The 11%% sinking fund debentures are secured by certain gas properties, redeemable at the option of the Company 
1 

(other than for sinking fund purposes) at 107.5% of the principal amount to August 31, 1982 declining by 1.25% annually 
to 100% in the year ending August 31. 1988. The Company may purchase debentures in the market or by tender or 
private contract at prices not exceeding the foregoing percentages of the principal amount thereof together in each case I 

with accrued and unpaid interest. In addition, the Company is required to make sinking fund payments sufficient to retire. 
on August 31, in each of the years 1982 to 1987 inclusive, $917.000 principal amount of debentures and $1,775,000 in 
1988. In 1981 the Company retired $2,325,000 of such debentures that it wned thereby satisfying the sinking fund 
requirements of 1981. 1982 and $612,000 for 1983. 
The bank indebtedness is provided under lines of credit of $45,000,000 which bear interest at rates fmm prime to prime 

J 
plus %% and are subject to call on demand. The Company's bankers have agreed not to require repayment prior to 
February 28. 1984 and accordingly the indebtedness has been classified as long-term. ! 

3 

5. INCOME TAXES I 
The orovisions made for income taxes differ from the amounts which would have been expected if it were assumed that 

follows: 
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, . 1980 
. . 

"',i . a ii!," . I " : . . = 

. . , * . .<iL+lr ,v,+ s**- 
(M%) 

Computed "expected income tax 2. ..... :: .. 1: .. :. . .  ': .:..,I. $7,605,000 $8,325,000 $3,619.000 
L1 

Increase (decrease) in inc~?axes.resulting from: ,.,*A - .  
. .  

Non-deductibility of royalties and'other payments 
=. ~. -~ ~. *> 

......................................... to the crown 2,351,000 2.1 19.000 996.000 
Federal resource allowances ............................ (2,356.000) (1.654.000) (1,262.000) 
Allwance for earned depietion .......................... (1 81.000) (1 05,000) (845.oOa) 
Pravincial taxes less federal abatement ................... 194.000 246,000 84.000 
Provincial rebates and credits ........................... (2,308,000) (1,179,000) (480,000) 
Non-taxable Canadian dividends ........................ (1,598,000) (515,000) - 
Other ................................................. 243,000 78,000 (14.000) 

$3,950,000 $7.315.000 52,098,000 

Deferred income taxes arise fmm differences in the rates at which certain costs have been written off for tax purposes 
and for financial reporting purposes. The principal items which gave rise to such timing differences, and the amount of 
deferred income taxes attributablethereto, are as follows: 

Is82 1w 1980 

ixcess of capital cost allowances deducted for income tax 
purposes over depreciation recorded in Ule accounts ...... $ 411.000 5 800,000 5 150.0 

ixcess exploration and development expenses and lease 
acquisition costs deducted for income tax purposes wer 
depletion and amortization recorded in the accounts ...... 2,891,000 4,835,000 

rota1 deferred income taxes ................................ $3,302,000 55.635.CiJO 

6. CAPITAL STOCK 
Authorized share capital 
During 1982 the authorized common share capital of the Company was increased from 7,500.000 lo 20.000.OM) common 
shares without nominal or par value. 

Preferred shares 

Under the terms of issue of its preferred shares, the Company is required to purchase for cancellation 2.000 preferred 
shares in each year. The shares may be redeemed at par from the holders on 30 days notice or purchased on the market 
U December 31, 1982 the requirements had been met for the year ending June 1, 1983 and 1.411 shares applicable to 
he year ending June 1 .  1984 have been cancelled. The preferred share indenture imposes certain restrictions on the 
)ayment of common share dividends. 

nformation with respect to the shares redeemed is as follows: 

.... Amounts transferred to the cap~tal redemption reserve fund 

Differences between the acquisition cost and the par value of the 
preferred shares redeemed, which have been credited to 
contributed surplus . . . . . . . . . .  

Shares redeemed . . . . . . .  

Shares issued under stock option plan . . 
Consideration cre 



7. EXTRAORDINARY ITEMS ~- ~ - 

ism 1980 

Loss on sale of investment in affiliate (including related income taxe 
of $226.000) $(2,336.000) $ - 

Gain on sale of other investments ............................. - 240.000 ...... 
, , Equity in extraordinary items of affiliate: 

Write down of investment in subsidiary ................................. - (14,501,000) 
....... 942,000 65,000 Reduction of income taxes on application of losses brought forward 

Gain on sale of investments .......................................... 412.000 811.000 

$ (982.000) $(13,385.000) 

8. STOCK OPTION PLAN 

Under the terms of the Employee common Stock Option Plan, options are exercisable cumulatively in three equal 
installments within a five year pen'od with the first installment exercisable one year after the date of granting the option. 
During 1982. 10,000 options were cancelled. At December 31, 1982. 14.100 shares were still available for granting (7.100 
at December 31, 1981) and 18,000 options were outstanding (December 31, 1981 - 28,000), these options expire in 
1986 and 1987. 

Payment for shares issued under the stock option plan was accepted ty Me Company in the form of cash or notes 
receivable. Notes issued prior to 1979, which are secured by the purchased shares, are non-interest bearing until they 

, , 

mature, at which time they bear interest at 8%. Notes issued subsequent to 1978 bear annual interest equivalent to the 
annual dividends paid on the Company's common shares held by the note holders, until they mature, after which they 
bear interest at 1% above bank prime rate. All notes become due at the earliest of the date of voluntary termination of 
employment of the optionee, the date of sale of the purchased shares and ten years from the subscription date. 
Notes receivable in the amount of $382.000 at December 31. 1982 and $363,000 at December 31.1981 are due from 
directors, officers, a retired director and the estate of a deceased officer and are carried on the balance sheet under 
other assets. No charges or crediis are made to income with regard to options granted under the plan. 
Option information is as follows: 

Optlon Number 
ot sham Pbl sham Amount 

Options exercised 
1982 ............... 
1981 ................ 
1980 ............... 

Options exercisable 
1982 ............... 
1981 ................ 
1980 ............... 

Options granted 
1982 ............... 
1981 ................ 
1980 ......................................... 

9. EMPLOYEE PROFIT SHARING PLAN 

The Company adopted an Employee Profit Sharing Plan in 1979 which is available to technical and other personnel 
directly involved in exploration and development. Contributions to the plan tyfhe Company may be made in cash or as 
a royalty interest in petroleum natural gas and related hydrocarbons attributable to the Company's interest in certain 
non-producing exploration lands. The Company's contributions to the plan in 1982 and 1981 consisted of a gross 
werriding royalty interest having a nominal fair market value at the time of contributions. The royalty interest vests in each #,. 

participant at the rate of 20% per year until fully vested; however, all amounts received in respect of the contingently 
vested portion of any royalty interest is fully vested as and when received. 

10. RELATED PARTY TRANSACTIONS ,. : 

The following is a summary of related party transactions: 

In 1982 the Company made the following transactions with related parties: purchase of long-term 
of $60,896,000, sale of long-term investments (at no gain or loss) for proceeds of $30,000,000. The long-term investme 
with a carrying value of $36,179,000 is preferred shares of a related party. The Company received dividends of $1,061.0 
with respect to this investment in the year ended December 31, 1982. Three directors of the Company are officers of 
certain of the related parties. 
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of sale. The Company;from thep-~pf. 1h.e el&% pur+h+~7J36,p?O @emable preferenceshares o! €haaffiliate< '. 
having anaggregate parvalue of $18,4M);pJ. during 1982 the affiliate redeemed all tf?epreference shares.& ph. ! 

m e  Company accrued or paid professional service fees aggregating $i57,000. $517.000, and $i8?,000 to three legal 
firms In wh~ch certain directors of the Company are parmers f0r the yeamended December 31,1982,198l and 1980 
respeclively 
The Company received from an affiliate $87,000 and $232.000 in respect of interest on debentures for the years ended 
December 31. 1981 and lQ8O resoectlvelv and $836.000 and $1.075.000 in ~reterred share dividends for the mars ended 
bcember 31 ; 1982 and 1981 res'pectlve&. 

11. DEPENDENCE UPON LIMITED CUSTOMERS 
Three customers to whom the Company sold natural gas which accounted individually for more than 10% of grass 
revenue were as follows: 

Company 

TransCanada PipeLlnes Lim~ted . 
Saskatchewan Power Corporation 
St. Regis (Alberta) Ltd . . . . . . . . . . . . . . . . .  

Total ........................... 

12. STATUTORY INFORMATlON 
Directors an0 senior olficers comprising lourteen persons received remuneration amounting to S515,000 ($449000 in 
1981 and $402,000 in 1960). including $27.000 ($32,000 in 1981 and $27,000 in 1980) paid to Directors. 

13. QUARTERLY FINANCIAL INFORMATION (UNAUDITED) 
Thm months ended 

March 3l June 30 September 30 IkmmnEer R 

1982 
Net revenue . . 

Net income . . . . . . . . . . . . . . . . . . . .  $2.671.000 $3,328,000 $2,653,000 

Net income per common share after preferred 
share dividends . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ .46 $ .58 $ .46 

1981 
Net revenue . . . . . . . . . . . . . . . . . . . . . . . .  $4,777,000 $5.226.000 $5,833,000 

Income before extraordinary Items . . . . .  . . .  $2.680.000 $4,324,000 $1,707,000 

Net income . . . . . . . . . . . . . . .  . . .  $4,033,000 $1,947.000 $1.996.000 

lncome per common share after preferred share dividends 
Income before extraordinary items . . . . . . . . . . . . . .  $ .50 $ .88 $ .32 

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ .90 $ .39 $ .39 



14. UNITED STATES ACCOUNTING PRINCIPLES DIFFERENCES 
The accounting principles followed in the preparation of the financial statements of the Company and the affiliate 

Statement of lncome (US. GAAP) 

Year ended D.canber3l: ' : ' i t  ;~ 

1981 
Income before the following .............................. 
Equity in operating income of affiliate ..................... 

$10.747.000 $ - 

. .............................. 
~ ~~ 

, Income before the following 
. '  Equily in operating loss of affiYate ........................ 

Income before extraordinary items ........................ 4,313.000 (13,921,000) 
(13,385,000) 13,385,000 

t Ices ....................... .. ............. $ (9,072,000) $ (536,000) $ (9,608,000) 

Subsequent to December 31. 1982 

STATEMENT OF FINANCIAL ACCOUNTING STANDARD NO. 69 

Capitalized costs relating too l  and gas producing activities. 

relating to oil and gas pmperties. 

1982 

Acquisition of properties ..... 
Exploration ......................... 

....................... Development 

1981 
Acquisition of properties ..... 

1980 
Acquisition of properties ................................. 
Exploration ......................................... 

................................... ..... Development , 



h u b  of opetations tor pduclng sctlvltla lor ihe yean endlng Dewmber 3: 
1982 Canada 

Revenue 
Sales (net) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $21,622 
Transfers ........................................... - - 

Total .......................................... 21.622 

........................................ Production costs 4,370 
Exploration costs ....................................... 2,393 
Depreciation and depletion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,965 

12.894 

Incometaxexpenses ................................... 4.510 

Results of operations from producing activities (excluding 
corporate overhead and interest costs) . . . . . . . . . . . . . . . .  $8.384 - 

1981 

Revenue 
Sales (net) . .... 15,483 
Transfers . . . . . . .  - - 

Total . . . . . . . . . . .  15,483 

Production costs . . . . . . . . .  2,832 
. . . . . . . . . . . . .  Exploration costs ..... 894 

Depreciation and depletion . . . .  ..... 1,661 

10.096 
Income tax expense .......... 3,530 

Results.of operations from producing activities (excluding 
corporate overhead and interest costs) . . . . . . . . . . . . . . . .  $ 6,566 - 

1980 

Revenue 
Sales (net) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Transfers ............................................ 

Total .......................................... 
........................................ Production costs 

Exploration costs ....................................... 
Depreciation and depletion ... . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Incometaxexpense .................................... 
Results of operations fmrn producing activities (excluding 

corporate overhead and interest costs) ................ 9 3,443$0 -$3.195 - - - 



Ouantltles of oll and gas resewes as at December 3l for Canada (unaudited). 

Beginning of year ................... 1,210.282 604.4 568.993 560.0 
Revision of previous estimates . . . . . . . .  - - 125.437 (9.3) 
Improved recovery . . . . . . . . . . . . . . . . . .  - - 559.000 - 

Purchase of minerals in place ........ - - - 69.5 

Extensions and discoveries .............. 158.051 3.6 - - 
Production . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (55.196) (17.1) (43.148) (15.8) 

low 
Oil* Ges" -- 

539,118 574.6 

272 .2 

Sales of minerals-in-place ............... - - - - - - - - -- 
End of year . . . . . . . . . . . . . ............... 1.313.137 590.9 1,210,282 604.4 568.993 560.0 - -- - - -- 
In 1980 the Company's proportional interest in reserves of affiliate accounted for by the equity method amounted to 70.5 ,,.': ..' ,: .?*>:[,%. 

.. ,,' 
. . , . I,, 

, 8 ,, , , i f ,  s,''::~<( ,, 

, , ~ ~ , d  were no long-term supply agreements with foreign governments. There were no significant foreign geographic 
reserves. 
*Oil stated in barrels before royally interests 
" Gas stated in billion cubic feet before royalty interests 

Stndard m a u n  of dlrcounmd mrt cash flom and changes thenln nlating lo ppmved oll and gag rermes (E000'a) at 
Drsmba 3l (unauditad). 

1982 1981 lge0 

Future cash inflows . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $740.720 $674.475 $305,079 
Future production and development costs .................. 230.587 267,147 128.992 

.... Future income tax expenses ........................ ! .: 178.547 142,565 61.630 

Future net cash flows . . . . . . . . . . . . . . . . . . . . . . . . . .  264,763 1 14.457 

10% annual discount for estimated timing of cash flows 114,166 18.750 

Standardized measure of discounted net cash flows . $150,597 $ 95.707 

The follcrwing are the principal sources of change in the standardized measure of discounted future net cash flows. 

Sales and transfers of oil and gas produced. ~e1'0f production costs . . $ (17.459) $ (14.414) $ (14,128) 

....................... Net changes in prices and production costs 50.794 85.828 56.038 

... Extensions, discoveries, and improved recovery, less related costs 3.551 691 514 

Development costs incurred during the period ................... (4,978) (4,839) (5.31 1) 

......................................... Accretion of discount 15.060 9,507 9.341 

Net changes in income taxes ............................. (35.982) (80,935) (1.480) 

Other ....................................................... 17.865 53,316 (42.676) 

The changes for 1980 include the results of the equity investee. 

rmonlztltlon per equivalent phy~lcal unlt of pmductlon (M*: 

Depreciation and depletion ............................... 
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