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Highlights

Yearended December 31

1980 1979
Revenues (millions of dollars) 51,259.4I 3865.f I
Earnings (millions of dollars) $ 3064 51698"
Edrnings per commonshare $ 583 § 3.24¢

*Before extraordinary gains
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Company Profile

Suncor Inc.. one of Canada’s largest
oil companies, was the first in the
world to tap the enormous potential of
the oil sands on a commercial scale.
Today, Suncor operates both mining
and steam stimulation projects recover-
ing hydrocarbons from the oil sands of
Alberta. The Company explores for,
and produces, conventional crude oil
and natural gas in Canada's western
provinces and participates in the search
for oil and gas in the frontier areas of
the Arctic Islands. the Beaufort Sea,
the Mackenzie Delta and offshore
Labrador.

Suncor manufactures, distributes
and markets gasolines, petrochemicals,
home heating oil, heavy fuel oil, lubri-
cants and specialty products under the
Sunoco and Sunchem names. The
Company owns and operates a refinery
in Sarnia, Ontario.

Suncor is independently directed
and managed by Canadians and pur-
sues a policy of responding to Cana-
dian needs. A majority of its common
shares are owned by Sun Company,
Inc. of the United States.

Pour la version frangaise de ce document,
s'adresser au service

des Affaires publiques, Siége social,
Suncor Inc., 20 Eglinton Ave, W.,
Toronto, Ontario M4R 1K8
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The Suncor Tower in Calgary, headquarters
for the Company s Resources Group.

Fronr Cover: Svmbaolizing our proposed multi-
million dollar refinery upgrading. one of our
Sarnia facility'’s fractionators juts into the sky —
jist one of the ventures representing Suncors
commitment to meeting the petroleum needs of
Canadians. Fractionators separate hvdrocarbon
streams into their various components.
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Summary of Results

Financial (donars in millions except per share data) 1980 1979
Revenues $1,259.4 $865.1
Earnings before extraordinary gains $ 306.4 $169.8
Funds from operations $ 418.0 $252.4
Purchases of properties, plant and equipment $ 2719 $132.8
Shareholders’ equity $1,102.3 $797.6
Earnings as a percentage of shareholders’ equity 32.3% 24.3%
Earnings as a percentage of capital emploved 24.6% 18.2%
Earnings before extraordinary gains per common share  $ 5.83 $ 3.24
Funds from operations per common share $ 8.00 $ 4.84
Dividends paid per preferred share $ 192 $ 053

Suncor practises energy conservacion. The
Sarnia refinery’s energy requirements per unit
of throughput have been reduced by 22 per
cent since 1972,

Operating 1980 1979
Gross production
Conventional crude oil and natural gas liquids (a) 940 283
Synthetic crude oil (a) 2716 2465
Gross natural gas sales (b 628 640
Crude oil processed at Suncor refinery ) 4 525 4 454
Sales of refined products 1a) 4 260 4 307
Gross proven reserves
HOWARD. Pocs = Conventional crude oil and natural gas liquids (b 10 12
OF ’*'*NF\GEQE;:'MY Synthetic crude oil ih) 56 65
¥ ) Natural gas (billions of cubic metres) 13 14
APR 3 198§ (a1 thousands of cubic metres
. (h) millions of cubic metres
MeEIL UNivERsTTy




President’s Report

It was a very unsettling year for Suncor.
After seven months of uncertainty
waiting for the federal government to
review our world pricing agreement for
synthetic crude oil, we were stunned
by the decision, contained in the new
National Energy Program, to slash the
price for our current levels of oil sands
production by more than half. No
other single event in our 62-year his-
tory in Canada has been so damaging to
our prospects.

Operationally, 1980 was a success-
ful year. Earnings were up substantial-
ly. due primarily to higher prices for
synthetic crude in the first ten months
of the year, increased synthetic crude
production and improved margins for
most refined products. New initiatives
were aggressively pursued in resources
development and refining. However,
earnings for the final quarter were
down from the same period of 1979
because of the synthetic crude oil
price reduction which came into effect
on November 7, and oil sands produc-
tion losses due to a leak in our
natural gas pipeline which supplies
energy to the plant. Our oil sands opera-
tions actually recorded a loss in
December.

As the year ended, the urgent prior-
ity was to seek a revision in the price
obtained for our oil sands production.
An exceedingly strong case was made
to Ottawa for the higher synthetic

crude price granted to Syncrude and to
new oil sands plants. The facts support
our position and we are guardedly
optimistic that parity with Syncrude
will be obtained in the near future.

In the interim, no capital spending
initiatives have been cancelled,
although many projects valuable to
Canada are on hold as we await a
decision from Ottawa. The details of
our case are presented on page five.
The Year in Review

Apart from the shift in synthetic crude
pricing, the most significant develop-
ments in 1980 were the progress of our
oil sands plant expansion, a major
increase in exploration activity and a
preliminary decision to upgrade our
Sarnia refinery.

The expansion is gratifying proof
of Suncor’s engineering and manage-
ment skills. In an industry where cost
over-runs are considered normal and
at a time when inflation is near record
levels, we have brought this highly
complex project close to completion
while remaining on budget and on
schedule. The work will be finished
this year but the full effects of this
25 per cent increase in capacity will
not be felt until 1982.

Exploration activity was sharply
higher, reflecting the improved profit-
ability of the Company. In the western
provinces, we participated in 38 com-

[ ]

pleted gross exploratory wells in 1980
compared to 24 in 1979. Discoveries
totalled 18, twice the number of the
previous year. This quick acceleration
demonstrated our commitment to
western Canada and fulfilled our aim
of better balancing provincial and
frontier exploration.

In the Arctic Islands, two of three
wells drilled on Suncor interests in 1980
found gas: one of them, Char G-07 was
a significant new discovery. Three
more wells were spudded in 1981 and
one of these, Skate B-80, was a gas
discovery in mid-February. Drilling
was continuing at all three locations as
we wrote this report. Prospects for the
Arctic Islands become more promising
with each drilling season.

In July, our Board of Directors gave
its approval to an upgrading of our
refinery at a preliminary estimated cost
of 5200 million to enable it to produce
more gasoline and home heating oil.
This decision is subject to engineering
and feasibility studies which are now
nearing completion.

Overall, capital spending more than
doubled from the previous year, to
reach $271.9 million in 1980. About
90 per cent of the total was expended
by our Resources Group.

Also during the year, we conducted
a massive, Company-wide search for
opportunities in addition to those iden-
tified in our long-range plan. It result-
ed in a series of exciting new initia-
tives designed to position Suncor as a
much larger supplier ol energy and
petroleum products. Decisions had
been expected on a number of these
items by year end but were postponed
pending a response (o our request
for the synthetic crude reference price.
Canadianization Plans Uncertain
Another initiative held up by the
pricing question was a public issue of
Suncor common stock. Suncor has.
in the past, expressed complete agree-
ment with the need for increased
Canadian ownership of energy resour-
ces. We are prepared to support the
overall objectives of Canadianization
contained in the National Energy
Program with firm action.



As it is. we have an undertaking to
the federal government that in the
range of 15 to 20 per cent of our com-
mon shares will have been distributed
in Canada by the end of 1983. A pro-
spectus has been prepared and under-
writers selected. We were, in fact,
poised throughout most of 1980 to en-
ter the market, waiting only for clar-
ification of oil sands pricing which
investors should have before purchas-
ing our shares, given the impact of this
pricing on our earnings.

However. our desire to Canadianize
extends well beyond this commitment.
Suncor was in the process of examining
ways to increase Canadian ownership
when the National Energy Program was
announced. The oil sands pricing terms
contained in the Program lorced us to
re-evaluate our position because those
terms resulted in an estimated S2 billion
reduction in the market value of our
Company. Once the pricing question
has been satisfactorily resolved. we are
planning to increase Canadian partic-
ipation in our Company substantially.
The Human Factor
Despite the discouragements of the oil
sands pricing issue. our personnel main-
tained a professional and productive at-
titude in 1980. Significant additions to
staff were made to gear up our Com-
pany for an increased role in energy

development. Improved goal-setting
and performance evaluation programs
were instituted to ensure that effort
and responsibility are rewarded. Suncor
has. I believe, perhaps the most effec-
tive team of people in the industry.
one of the main reasons for our en-
hanced performance in 1980,

Outlook

So much depends upon our synthetic
crude oil price that at this time, almost
nothing definitive can be said about
future plans. If the current pricing is
not changed, Suncor’s 1981 pre-tax in-
come will be reduced by about 5250
million from the levels we would have
attained with the synthetic crude refer-
ence price. Obviously, anticipated cap-
ital spending plans would have to be
cut to the bone.

In addition to the oil sands pricing
issue, we must also consider the impact
of the National Energy Program tax
changes and Canadianization require-
ments. The new Petroleum and Gas
Revenue Tax. set at eight per cent of
production revenues less operating
costs, comes directly out of our earn-
ings. We estimate that this item will
reduce 1981 earnings by about 520 mil-
lion from what they would have been
otherwise, based upon the National
Energy Program’s pricing for Suncor.

Depletion allowances for the explora-
tion and production of provineial lands

will be phased out. These sizeable tax
deductions would be replaced by feder-
al grants payable only to Canadian-con-
trolled companies—a provision which
would have the effect of substantially
increasing the effective tax rate for non-
qualifying companies. Under the Na-
tional Energy Program. the federal
government would also acquire a 25 per
cent interest in all rights to Canada lands
(those outside provincial jurisdiction)
without payment of compensation. A
minimum Canadian ownership level
must be met to produce from these
lands.

Another concern is the lack of agree-
ment between Ottawa and the produc-
ing provinces. We cannot continue to
commit financial resources to long-
term energy projects when the funda-
mental issue of revenue-sharing is still
a matter of debate. Surely there is
enough revenue derivable from oil and
gas to satisfy the legitimate needs of
governments and the oil industry.

Despite the shocks and uncertainties
of the past year. we remain commit-
ted to Canada. Given a reasonable regu-
latory environment and the synthetic
crude oil reference price for all oil
sands production. we believe Suncor
will make a significant and growing
contribution to Canadian oil and gas
supplies.

7
=1

A

Ross A. Hennigar
President and
Chief Executive Officer

March 5. 1981
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Suncor’s Case for a Fair Qil Sands Price

On October 28, 1980, Ottawa released
its new National Energy Program
(NEP). In it, the price for Suncor’s syn-
thetic crude from the oil sands was
slashed from $38 per barrel to $16.75,
jeopardizing the future financial sta-
bility of our Fort McMurray project.
The Background

Suncor’s oil sands project in the
Athabasca region of Alberta was
launched in 1963 under the name of
Great Canadian Oil Sands Limited
(GCOS). Once production began, in
1967, we received the western Cana-
dian oil price which was closely related
to world market prices. At that time,
prices were low and we operated at a
loss for six successive years. [t was
hardly surprising: GCOS was the first
commercial scale project to exploit
the oil sands. Every step was a pioneer-
ing one, the consequences often un-
known, with nature in the wilds of
northeastern Alberta a merciless
enemy.

In late 1973, as the world price
began to rise sharply. the Canadian
government moved away from the
world price and set a Canadian price
for all domestic production. GCOS
received this price which was the same
one granted for much lower cost con-
ventionally-produced oil. We therefore
asked for a higher price 1o reflect

our costs and the experimental nature
of our project. However, we con-
tinued to receive the domestic price
and our oil sands operations therefore
remained marginal through to 1979.

The technical viability of oil sands
mining having been demonstrated.
the Syncrude project was born. In
recognition that it would never suc-
ceed under the same terms as GCOS,
Svnerude was granted world prices in
1975. In November 1978, the federal
government agreed to apply the same
price to Suncor and we were therefore
able to undertake a 25 per cent ex-
pansion of our operations at a cost of
S185 million. An agreement was signed
with Ottawa, and world prices for our
synthetic crude became effective on
April 4. 1979 following Alberta gov-
ernment approvals.

World prices then moved quickly
to unanticipated levels due to the
OPEC cartel. Suncor’s agreement with
Ottawa provided that the federal gov-
ernment could review the terms under
certain conditions. On March 28, 1980,
Suncor received official notification
that the agreement was in fact being
reviewed. Suncor had already acknowl-
edged that a review was appropriate in
a submission to Ottawa made the pre-
ceding January.

On October 28, 1980, the federal
government released its National Ener-
gy Program which cut the price for
Suncor’s existing oil sands production
by more than 30 per cent, effective
November 7, 1980. Syncrude was
awarded a new reference price of $38
per barrel for its entire output, more
than twice the Suncor level. Suncor’s
expansion volumes were segregated
and given this reference price, thus
creating a “mixed” price for Suncor
once the expansion increment comes
on stream.

In summary, our oil sands pricing
is a story of abrupt changes. When
world prices were low, we were given
them. When the world price rose, we
were given a lower price. This cycle
has occurred twice, and both times
an enormous gap was created between
us and Syncrude, our oil sands pro-
ducing neighbour. Under the NEP, as it
now stands, this gap will never be
closed.

The Financial Consequences

The October 28 price effectively re-
turned our oil sands project to a mar-
ginal financial position.

In 1981, the Fort McMurray plant
will show an estimated return on capital
emploved of a little more than two per
cent. Cash costs excluding expansion-
related expenditures will exceed cash

Suncors oil sands plant near Fort McMurray,
Albera.
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flow by more than one dollar per bar-
rel, totalling $13 million. Thus. in the
eighteenth year of our oil sands proj-
ect, when profitable operations should
be confidently expected, we will not
generate enough cash flow to cover
ongoing expenditures. If we can hold
cost increases to general inflation plus
four per cent, our after tax-rate of
return will average about seven per
cent over the life of the project. This
return is less than the expected rate of
inflation and comparable to the yield
on a no-risk savings account. The seven
per cent estimate is optimistic, since
inflation in our industry in northern
Alberta has historically exceeded na-
tional levels by more than four per
cent.

The risks in oil sands mining are,
however, very considerable. Under
the NEP the balance between our rev-
enues and expenses becomes even
more precarious and relatively minor
incidents can be sufficient to wipe out
the cash surplus built up over a year or
two. For example. the projected cash
surplus from 1991 to 1995 would
amount to just 19 days of production.
A relatively minor leak in our natural
gas pipeline in late 1980 resulted in a
loss equivalent to 18 days of produc-
tion, despite around-the-clock repair
work.

In our view, Suncor’s oil sands proj-
ect may not be economically viable
with the current pricing formula.

Significant Production Lost

Under the NEP, Canada will lose at
least 90 million barrels of high grade
synthetic crude oil, and perhaps much
more.

Not all the oil sands on the 2 456
hectare lease where our plant is located
are mineable. In some places, the over-
burden is too thick, the bitumen con-
tent of the sand is too low and the fine
clay content is too high. The mineable
area is determined by a complex pro-
cedure which relates these and many
other factors. The result is an assess-
ment of what is economic to produce
and in this assessment, price is
paramount.

Following the rapid price increases
of 1979, we launched a study to deter-
mine if additional oil sands could be
mined economically. The conclusion
was that another 90 million barrels
previously not worth producing could
be recovered at significantly higher
costs, which would extend the life of
our project by about five years.

When the NEP was released, this
additional production became uneco-
nomical once again. It is possible that
other areas scheduled for mining may
also prove to be uneconomic under
the NEP.

The NEP's price for Suncor, if main-
tained, would also put a halt to other
oil sands related investments, one of
them a project to recover bitumen from
sludge. We currently extract about %0
per cent of the bitumen from oil sand:
much of the remainder is trapped in
sludge at the bottom of the tailings
ponds. A commercial scale plant could
reprocess this material, adding as much
as 40 million barrels to our reserves.
Much higher prices would be needed
to justify the development and opera-
tion of the necessary plant.

For this total of 130 million barrels
of reserves, the decisions must be made
soon. The additional mineable area,
once bypassed, will become prohib-
itively expensive. The sludge, which
will begin to be moved in 1984 to
make way for extension of the mine,
will never be accessible again. Under
the NEP, this oil will have to be re-
placed with imported crude for which
Canada will have to pay a price much
higher than would have been needed
by Suncor for Canadian production.
Suncor Singled Out
Suncor’s treatment in the NEP is
unique. We are the only company
which has not received a price treat-
ment related to production costs. In
every other case, prices are determined



by the nature of production—whether
conventional, synthetic crude or heavy
oil (labelled tertiary production in the
NEP). Suncor is the only company to
receive a “mixed” price consisting of
the conventional crude oil price for
pre-expansion output plus the reference
price for expansion volumes.

Why this unique treatment? Perhaps
it was assumed that because Suncor’s
initial capacity was developed when
costs were lower. conventional prices
should therefore apply to this segment
(despite the fact that oil sands mining
is much more expensive and riskier
than the process of conventional oil
exploration and production). In fact,
if we equate Suncor and Syncrude after
expressing historical figures in terms of
their present values. Suncor’s unre-
covered investment on a per barrel
basis is higher than Syncrude’s, This
result reflects the vears of losses and
the continuing capital demands of our
operation.

Furthermore, the initial capital costs
of constructing the plant are of little
significance compared to ongoing oper-
ating expenses, either for Syncrude or
Suncor. We estimate that 90 per cent
of the cash costs for our oil sands proj-
ect are vet to be incurred. Only 52
billion has been expended of the $20
billion in total spending necessary to

realize the potential production of our
oil sands project.

Our operating expenses per barrel
are, if anything, higher than Syncrude’s
because our technology is older. Our
costs are subject to the same inflation-
ary pressures and, as noted, most of
these expenses are in the future. Yet
Suncor is expected to operate its
current capacity at less than half
Synerude’s price. Our oil sands plant
was, in effect. a massive 17-year
"R & D" project of enormous benefit
to Canada and other potential produ-
cers, but this leadership has been recog-
nized by a price treatment substantially
worse than those who have followed
our lead.

The Solution: Parity with Syncrude

There are solid reasons for parity with
Syncrude. As already noted, our unre-
covered investment per barrel is about
the same. Costs are similar. We are
competing in the same. very competi-
tive markets for people. materials and
housing.

Parity with Syncrude would mean
we would receive the synthetic crude
reference price adjusted annually by
the rate of increase in the Consumer
Price Index. With these terms, our
after tax rate of return over the life of
the project would be about 11 per
cent—not enough to compensate for

the risk, compared to other invest-
ments, but sufficient at least to en-
sure financial stability. We believe
that adjusting the reference price by
the rate of national consumer infla-
tion is obviously inadequate, given the
historical fact that cost escalations
for oil exploration and production
have been consistently much higher.
Ending the Drift
Canada is drifting toward dependence
on foreign oil. The cost of this depen-
dence will be high. Foreign oil has
mounted rapidly in price, its supply is
uncertain and its availability may in-
creasingly depend upon agreement
with the policies of exporting countries.
One positive step which can be taken
immediately to help alleviate this sit-
uation is to apply the synthetic crude
oil reference price to all of Suncor’s
oil sands production. This will increase
Canadian reserves, facilitate new ener-
gy projects and signal a commitment
to fair and equitable dealings for those
who invest in Canadian oil and gas
development.

March 5, 1981




Financial Review

EARNINGS — Earnings before extra-
ordinary gains were $306.4 million for
1980. an increase of $136.6 million
over 1979. The bulk of the increase
was due to higher synthetic crude oil
selling prices and production. Of the
factors contributing to the remainder
of the increase, strengthened gasoline
and middle distillates margins were the
most significant.

Exploration, production and resources
development— Pre-tax operating profit
from this segment declined by 50.2
million to $34.9 million.

Revenues rose by $27.2 million or 22
per cent. Higher crude oil and natural
gas selling prices arising from legis-
lated price increases (529 million) were
partially reduced by lower crude oil
sales volumes (53 million).

Expenses were up by $27.4 million
or 30 per cent. Factors contributing to
this increase were royalties on the
higher revenues (S11 million), addi-
tional depreciation and depletion
charges arising from continuing
growth in the investment base (S0
million), and increased research and
development costs, provincial taxes.
and other operating expenses.

Qil sands— Pre-tax operating profit
from this segment increased by $157.9
million to $296.4 million.

Revenues rose by $251.9 million or
73 per cent. Of this amount, 5218
million was due to higher synthetic
crude oil selling prices and $34 million
arose from a 1) per cent increase in
the production of synthetic crude oil.
1979 production was depressed by the
biennial maintenance shutdown and a
major fire, each of which resulted in
about one month’s lost production.

Expenses were $298.9 million, up
$94.0 million or 46 per cent over 1979.
This increase was partly caused by
royalties on the higher revenues (550
million). additional maintenance ex-
penses (S14 million) and higher depre-
ciation charges on increased capital
investment (S6 million). The remain-
der of the increase arose because of
higher operating expenses reflecting,
in part, increased production.

The rate of cost inflation exper-
ienced by the segment is substantially
higher than the general rate of infla-
tion indicated by the Consumer Price
Index, largely because of high pressure
of demand for products and services
by the oil and gas industry in western
Canada. especially in the Fort
McMurray area of Alberta.

Earnings before Mtors o

extraordinary gains -

200 FEES

100 |

Figures in
extraordinary gains per common share.

Refining, petrochemicals and mar-
keting — This segment's contribution
to the Company’s pre-tax operating
profit increased by $31.5 million to
S115.5 million.

Revenues rose by $147.0 million or
21 per cent. This change was primarily
due to refined products price increases
{S148 million) of which petrochemical
price increases were $14 million.

Expenses were up by 5115.5 million
or 19 per cent. Crude oil and raw
feedstock costs rose by 559 million
primarily as a result of purchase price
increases. Other major factors were
the petroleum compensation charge —
formerly the federal petroleum levy —
(up $23 million), transportation costs
(up $10 million), and federal sales tax
on the revenue increase (54 million).
The remaining cost and expense in-
creases were primarily due to the effect
of inflation on refining, marketing and
administrative operations.

Income taxes and other items not
allocated to segments— Interest in-
come before tax rose by $19.3 million
as a result of higher short-term invest-
ments and interest rates.

Income taxes were up $77.2 million
mainly as a result of the increase in
pre-tax profits. The effective tax rate
rose from 33.6 per cent to 34.8 per cent
primarily reflecting the five per cent
federal income tax surcharge.

3] Dollars per
4 common share

6.00

4.00

2.00

1l L PYRPESTEy
parentheses represent earnings before



CHANGES IN FINANCIAL
POSITION — Funds generated by oper-
ations in 1980 were 5165.6 million
higher than 1979, primarily reflecting
the increase in earnings. Purchases of
properties, plant and equipment were
$271.9 million in 1980, an increase of
$139.1 million, or more than double
the 1979 level. Major projects included
the oil sands plant expansion (SY8
million in 1980 vs. $30 million in 1979)
and an accelerated exploration and
production land acquisition and drill-
ing program. Capital spending in the
exploration. production and resources
development segment was up 545.6
million or 71 per cent.

Working capital grew by $130.2
million in 1980. This was attributable
to higher cash, time deposits and
short-term investments of 5136.6
million partially offset by a decline
of $26.4 million in other working
capital accounts. The net effect of
higher refined product selling prices
and costs on accounts receivable and
inventories respectively, was more than
offset by lower synthetic crude oil
receivables due to reduced prices.
and higher expense accruals including
those for the 1981 shutdown,

Funds from operations
vs. purchases of properties,

plant and equipment
(millions of dollars)

Purchases of properties,
plant and equipment

- Exploration, production and
resources development

B Qils sands

B Refining, petrochemicals
and marketing

Funds from operations

[ Other operating sources of
funds

[ Esrnings before
extraordinary gains

Rates of return

ol Earnings as a percentage of
shareholders' equity

o Earnings as a percentage of
capital employed

Return on shareholders’ equity is earnings
as a percentage of average sharcholders’
equity. Average shareholders’ equity is the
average of total sharcholders’ equity
(including Preferred Shares Series A) at the
beginning and end of the vear.

Return on capital emploved is earnings as a
percentage of average capital employed.
Average capital employed is the average of
total assets less current liabilities at the
beginning and end of the vear.

*Includes corporate purchases of 0.1 million in 1979 and $0.7 million in 1980.



Taxes and other
government revenues

(millions of dollars)

From Suncor Inc. 1980 1979
Taxes other than income taxes ' l
Federal sales and excise taxes $ 452 s 418
~ Property taxes, production taxes and other 9.3 7.2
545 490
_Income taxes—current .~~~ 86.1 34.9
) —deferred 772 47.0
Petroleum compensation charge (formerly federal petroleum levy) 43.0 125
Crown royalties, less incentive credits 113.56 69.6
Crude oil. natural gas and mineral lease
acquisitions and rentals 44.8 14.8
- a19.1 2278
Collected for governments
Gasoline and diesel fuel taxes 70.1 68.4
Export taxes B ) B85.1 415
$337.7

$544.3

Accounting for inflation

The Company’s linancial statements
are based on historic costs and are not
adjusted to account for the effect of
inflation on earnings and financial
position. Earnings for the year would
be substantially lower if expenses
reflecting outlays in prior years (pri-
marily depreciation. depletion and
amortization), were adjusted upward
on account of either the declining
purchasing power of the dollar or

changes in specific prices. Assets ac-
quired in prior years (principally
properties, plant and equipment),
would also reflect upward adjustment
over historic cost figures.

No single method of accounting for
inflation has vet been widely accepted
in Canada. The Company has con-
ducted extensive research, and con-
tinues to seek a method that is
appropriate to its operations.

10

Extensive geophysical and geological work was
undertaken in 1980 to identify potential loca-
tions for future exploration drilling.

Parts for another bucketwheel begin arriving at
the Fort McMurray plant site. The bucketwheel
will be assembled in 1981 and used to expand
the ofl sands mining operation.
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Report on Operations

Resources Group

Overview

The overall objectives of the Resour-
ces Group are to increase Suncor’s
near-term production of hydrocarbons
and position the Company for a major
role in future energy developments
involving the frontier areas, in situ
heavy oil, coal and other minerals. In
1980. we made considerable progress
toward these objectives but the Na-
tional Energy Program released at the
end of October placed future plans in
jeopardy.

The Cochrane well. 30 kilometres west of Cal-
gary, a successful exploratory oil well drilled by
Suncor in 1980,

1980 Developments

Oil production increased in 1980,
Higher synthetic crude oil output from
the oil sands more than offset a decline
in conventional crude oil production.
Natural gas sales were about the same
as in 1979 despite adverse market
conditions affecting the industry as a
whole.

Exploration activity was sharply
higher in the western Canadian prov-
inces. Prior to 1976. our exploration
assets were largely in the frontier

areas. A balance has now been achieved
between these opportunities and those
offered by drilling in Alberta, Sas-
katchewan and British Columbia.
Attaining this balance required a major
reallocation of resources, significant
additional funds, new people and new
expertise. The outcome is a first-rate
team in exploration and production
with a sizeable and growing portfolio
of properties with near and mid-term
potential.

In the frontiers. significant progress

*In addition, $3.7 million (1979

Resources Group —purchases of
properties, plant and equipment

Exploration, production and resources development

Exploration
Drilling
Land holdings

Geology. geophysics and other

Production
Development drilling
Acquisitions and land holdings

Plants. related facilities and other

Resources development
In situ oil sands and minerals

Total*

Oil sands
Plant expansion
Housing
Other

Total

Total Resources Group

relating primarily to exploration
activities has been expensed. increasing

total spending to $115.7 million
(1979—568.4 million).

$4.0 million)

tmillions of dollars)

1980 1979

$ 268 S 138
36.4 10.5
7.6 4.6
70.8 28.9
12.8 159
71 6.6
17.6 6.1
376 28.6
1.7 6.9
110.0 64.4
98.4 297
12.0 7.4
21.8 22.3
132.2 59.4
$242.2 51238



was made in 1980 toward determining
the potential for our Arctic Islands
leases. A farmout to Dome Petroleum
covering some of our Beaufort Sea
interests was accomplished in 1980 so
as to begin the process of evaluating
these promising holdings.

Expansion of our oil sands plant
located near Fort McMurray. Alberta
remained on schedule. Work should
be completed in 1981 with full expan-
sion volumes expected in 1982,

Design work on two important new

The Neddrill 2. one of three drillships emploved
. i HE pia)

m the offshore Labrador area hy Suncor and
partners in 19580,

initiatives was completed in 1980. The
first is expansion of our experimental
in situ oil sands project near Fort Kent,
Alberta. Work could begin in 1982,
subject to obtaining a more realistic
price for our synthetic crude oil as well
as approvals by our partner and regula-
tory authorities. We also completed
our planning for another in situ pilot
project south of Fort McMurray. Using
steam stimulation to produce crude
oil, the new project could be opera-
tional in late 1981.

Qutlook

Suncor’s natural gas sales should in-
crease in 1981, contrary to industry
projections, primarily because of our
Calling Lake South field which came
on stream in early 1981, as well as a
full year of production from the Stol-
berg field which began producing in
late May 1980. However, all gas pur-
chasers are once again expected to
take less than contract minimums from
existing fields in 1981,

Wells completed

Exploratory wells
Oil
Gas
Dry
Total

Success ratio

Average depth drilled ( metres)

Development wells
Oil
Gas
Dry
Total
Success ratio

Average depth drilled ( metres)

Note:

The above table does not include wells
completed on Company properties under
farmout agreements as no cash ex-
penditures were incurred by the Company.

Gross Net Gross Net
1980 1980 1979 1979
3 2 1 —
15 9 8 4
23 14 16 12
41 25 25 16
44% 36%
1670 1654
55 12 89 39
46 25 34 23
12 7 8 7
113 44 131 69
89% 94%
1479 1346

During 1980 there were 11 such wells (8
exploratory and 3 development); in
1979 there were 15 such wells (5 ex-
ploratory and 10 development).



Undeveloped land holdings

0il and gas
Western provinces
British Columbia
Alberta
Saskatchewan

Manitoba

Frontier
Northwest Territories and Yukon
Mackenzie Delta/Beaufort Sea
Arctic Islands
Offshore Labrador federal)

Offshore Nova Scotia

Total oil and gas holdings

Minerals

(thousands of hectares)

Gross

1980

153
517
5

675

204
567
7 996
9018
341
18 126
18 801
427
19 228

Net Gross
1980 1979
62 161
303 407
2 5]
367 564
84 204
223 567
1287 8498
902 9018
68 341
2564 18 628
2931 19 192
176 192
3107 19 384

Net

1979

65
220

288

84
223
3342
902
68
4619
4 907
75
4982

o =

)
i
!

S~ ———

Whitefish G-6.3, drilled in 1980, confirmed a sig-
nificant gas discovery on Suncor holdings in the

Arctic Islands.

Courtesy of Panarctic Oils Ltd,

Conventional crude oil production
will decline again in 1981, although not
significantly, as a result of the normal
life cycle for oil reservoirs. If the Al-
berta government does proceed with its
program of phased cutbacks, we esti-
mate that our conventional crude
production would be cut by an addi-
tional five per cent in 1981.

Synthetic crude oil production is
expected to decline marginally in the
current year. A major maintenance
shutdown scheduled for the late spring
should be offset in part by higher
production levels in the second half,
due to expansion.

The question mark for the Company
is the level of future capital expendi-
ture. Sustaining the 1980 pace of
exploration and production spending
will require a realistic price for our
synthetic crude oil. This matter is
discussed in the President’s Report.

Exploration Division

Suncor dramatically accelerated its

search for reserves in the western

Canadian provinces in 1980. In the

frontier areas, Arctic Islands drilling

proved successful while offshore

Labrador results were generally a

disappointment.

Highlights

« Capital expenditures for drilling in
the provinces more than double to
$22.0 million in 1980

» Eighteen gross discoveries in the
provinces compared to nine in 1979

¢ Spending for purchases of explora-
tion properties more than triples to
$36.4 million

¢ Significant gas discovery at
Char G-07 in the Arctic Islands

*  Whitefish G-63 confirms gas
discovery

Western Provinces Drilling

Suncor participated in 35 gross explora-

tion wells in this region in 1980. Of this

total, three were oil wells, 15 were gas

wells, 20 wells were dry and 17 were

still in progress at year end. vielding a

success ratio ol 47 per cent. Suncor

was operator for 25 of the wells. Oil

was discovered in the Thorsby and



1980 Exploratory
Drilling

Land holdings in which Suncor has an
interest or an oplion to arn an interest

M o o3te

Cochrane areas described below and
in the Chigwell area located 100 kilo-
metres south of Edmonton.

On a net basis. 34 wells were drilled
or still in progress, resulting in two oil
and nine gas discoveries. 14 dry holes
and nine stll in progress.

Important drilling areas included:

« Cochrane area: One well was
drilled in 1980—an oil discovery.
This area is 30 kilometres west of
Calgary. Seismic and drilling work
is scheduled for 1981. Suncor inter-
ests average S0 per cent in Y 600
hectares.

* Thorsby area: Two wells were spud-
ded in this area 60 kilometres south
of Edmonton in 1980, resulting in
an indicated oil well and an indi-
cated gas well which is to undergo
further tests in 1981. Seismic work
is planned in early 1981 in anticipa-
tion of additional drilling. Suncor
has 75 and 100 per cent interests in
5952 hectares.

Legend

Qil Potential

Gas Potential
Drilling

Dry and Abandoned

*  Granum area: Four wells were
spudded in this area 100 kilometres
south of Calgary in 1980. Casing
was installed in two of them but
lesting was not completed by year
end. One well was abandoned and
the other was still in progress.
Further drilling is planned in 1981,
Suncor’s interests range from 50 to
100 per cent in 9 024 hectares.

* Bougie-Trutch area: Three wells
were spudded in 1980 in this area
250 kilometres northwest of Fort
St. John in British Columbia.
yielding one gas well, one well
suspended due to mechanical pro-
blems and one still in progress at
vear end. More drilling is planned
in 1981. Suncor has interests or the
right to acquire interests in 7 962
hectares.

Substantial additions were made to our

exploration holdings in 1980 as a result

of aggressive bidding at land sales. A

total of 100 thousand gross hectares

(80 thousand net) were acquired at a
cost of $36.4 million, compared to just
$10.5 million spent in 1979,

Key land acquisitions were in the
Granum area (noted above) where
interests ranging from 50 to 75 per cent
were obtained in 6 500 hectares for
56.8 million; in the Thorsby area
(noted above) where Suncor purchased
75 to 100 per cent interests in 5 700
hectares for $5.1 million; in the
Peacock area of Alberta where a $2.3
million expenditure secured 25 (o 100
per cent interests in 4 600 hectares: in
the Bougie-Trutch area (noted above)
where a 100 per cent interest in 2 500
hectares was obtained for $1.8 million;
in the Faust area of Alberta where 1.8
million purchased 100 per cent of a
2 800 hectare parcel; and in the Don-
nelly area of Alberta where a 75 per
centinterest in 2 400 hectares was
acquired for $1.7 million. Other major
additions were in the Waskahigan,
Petitot, and South Helmut areas of
Alberta and British Columbia.



Arctic Islands

1980 Well

1981 Well

Gas Potential

Dry and Abandoned

H+x0e8

Land holdings in which
Suncor has an interest
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Offshore Labrador

1980 Well
Gas Potential
Dry Well
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Land haldings in which
Suncor has an interest

T T 1
(4] 200km  400km  GOOkm

Arctic Islands Drilling

Three wells were drilled in 1980 on
Suncor holdings previously farmed out
to the Arctic Islands Exploration
Group (AIEG).

Whitefish G-63 confirmed the 1979
Whitefish H-63 discovery. Located 40
kilometres west of Lougheed Island,
(G-63 tested gas at a depth of 874 to 906
metres with a flow of 210 thousand m*
per day. A second zone from 1672 to
1 698 metres flowed gas at 410 thou-
sand m* per day with a light spray of

condensate and no water. The main
zone was penetrated over the interval
208510 2 112 metres and production
tested through tubing at flow rates up
to 1.2 million m* per day. Condensate
recovery was 75 to 100 m® per one
million m” of gas. No formation water
was produced during the test. Prelimi-
nary estimates indicate recoverable
quantitics of natural gas of 85 billion m*,

After completion of the earning
program set by the terms of agreement
with AIEG, Suncor will own 20 per
cent of the two federal exploration
permits on which most of the White-
fish structure is located.

Char G-07 was a significant gas
discovery. Located 42 kilometres south-
east of King Christian Island on land
farmed out to AIEG, this well tested
gas at a rate of 230 thousand m”* per
day with no water from an interval of
1 566 to 1 385 metres. A lower exten-
sion of this zone, from 1 592 to 1 606
metres, flowed gas at 510 thousand m’
per day on a drillstem test with a small
amount of condensate and no forma-
tion water. A third drillstem test from
1 675 to 1 680 metres flowed at a rate of
50 thousand m* per day with recovery
of a small amount of oil from a
separate hydrocarbon zone.

Suncor’s interest in Char will be
11.6 per cent following completion of

16



the ATEG earning program.

The third well, Balacna D-58. also
showed hydrocarbons but the quanti-
ties are not sufficient to warrant com-
mercial production. Located 16 kilo-
metres southeast of King Christian
Island. it produced small quantities of
medium to heavy crude oil and no
formation water from the interval 407
to 416 metres. A second zone tested al
the interval 1 667 to 1676 metres
flowed gas at 80 thousand m” per day
with a small amount of light gravity
crude.

Three exploratory wells are being
drilled on AIEG/Suncor interests in
1981, all offshore of Lougheed Island.
The first well, Cisco B-66.is located 18
kilometres offshore, west of the Island
and about 24 kilometres northeast of
Whitefish G-63. The projected total
depth is 3 210 metres. Maclean 1-72 is
24 kilometres offshore, east of Lough-
ced Island. The projected total depth
is 2700 metres. Skate B-80is 19 kilo-
metres offshore, northeast of the north-
ern tip of the Island. The projected
depth is 2 000 metres. Also planned for
The Arctic Islands in 1981 are a 500
kilometre seismic program and an ice
movement study using instruments at
six locations in the Norwegian Bay
ared.

Skate B-80 found gas in mid-
February 1981, Although mechanical

Mackenzie Delta/

Beaufort Sea

-*— Qil and Gas Potential
*I#% Gas Potential

Land holdings in which
Suncor has an interest

Farmout Agreement

I T I

[s] A40km 80 km

120 km

problems during the test restricted the
flow rate to 30 thousand m* per day.
the test results taken in total indicate

a new gas discovery. The interval tested
was 872 to 877 metres: drilling was
continuing to test deeper zones. The
tested formation is the King Christian
Sand which has yielded a number of
other gas discoveries.

The $48 million committed to explo-
ration by AIEG under the farmout
agreement will be fully expended by
the end of the first quarter of 1981 at
which time the earning program will
be completed. At that time, Suncor
will have interests of 14, 13 and 11
per cent respectively in the three
1981 wells.

Offshore Labrador Drilling

The Labrador Group. in which Suncor
has a 10 per cent interest. employed
three drillships to undertake opera-
tions at eight locations in 1980. There
were no discoveries.

Gilbert F-33, 60 kilometres north-
east of Saglek, was re-entered and
drilled to a depth of 3 605 metres
before being plugged and abandoned.
Only minor traces of hydrocarbons
were found.

Roberval C-02, a new well 150 kilo-
metres northeast of Cartwright, was
drilled to a depth of 2 823 metres.
plugged, and abandoned. An attempt

was made to plug and abandon neigh-
bouring Roberval K-92 which had
been drilled and suspended in 1979 but
bad weather and mechanical difficul-
ties prevented completion of the work.

Ogmund E-72. a new well 140 kilo-
metres northeast of Nain. was drilled
to a depth of 3094 metres, plugged and
abandoned.

Bjarni O-82 was re-entered for fur-
ther testing. It was drilled in 1979 to a
depth of 2 630 metres and an inconclu-
sive initial drillstem test in the interval
of 2362 to 2 373 metres yielded gas at a
flow of 2 000 m* per day and conden-
sate at 10 m* per day. Technical
problems prevented the group from
obtaining a complete test of the well in
1980 and it remains suspended.

Two other wells were spudded and
suspended. North Leif 1-05, 140 kilo-
metres northeast of Cartwright, was
drilled to a depth of 423 metres and
casing was run into the hole. North
Bjarni F-06. 160 kilometres east of
Hopedale was drilled 423 metres and
casing was run. Further drilling at
these locations is considered likely.

Finally. Verrazano L-77. 234 kilome-
tres southeast of Cartwright, which was
drilled and suspended in 1976, was
plugged and abandoned.

Seismic work was conducted in the
offshore Labrador area in 1980. Opera-
tions started late but 2 153 kilometres




of data were gathered by year end.
Biological studies were also continued
to help assess the ecological impact of
exploration and development.
Beaufort Sea Farmout

To initiate work on our extensive
Beaufort Sea holdings while conserv-
ing funds for an expanded program in
the western provinces, Suncor signed a
farmout agreement in carly 1980 with
Dome Petroleum. The agreement cov-
ers 245 000 gross hectares in two main
areas about 80 kilometres distant from.
and on either side of, Dome’s 1979 oil
discovery at Kopanoar. Suncor’s inter-
ests in the two blocks are 27.5 per cent
and 30 per cent.

Dome agreed to undertake extensive
seismic work on the properties during
1980 in return for options to drill up to
five wells. The first of these options
must be exercised by December 31,
1982 and the first well commenced
during 1983. Dome would earn an
interest in proportion to its financial
participation in the wells actually
drilled. Most of the seismic data was
gathered in 1980: the balance was
postponed due to adverse weather and
ice conditions but should be obtained
in 1981.

Production Division

Our production development program
brought new gas fields on stream and
maintained natural gas sales at approx-
imately 1979 levels. Conventional crude
oil production was down, but less than
the industry average. Gross proven
reserves of both conventional crude oil
and natural gas declined.

Highlights

¢ Capital expenditures for produc-
tion development up over 30 per
cent from 1979

e Crude oil production down four
per cent compared to a seven per
cent industry decline

s Natural gas sales about the same as
last year compared to industry-wide
drop of eight per cent

Reserves

Gross proven reserves of crude oil and

natural gas liquids declined by 12

per cent to 10.3 million m*in 1980.

Additions to gross reserves in 1980
amounted to 142 thousand m*. The
most important additions resulted from
development work in the Ferrier field
about 175 kilometres northwest of
Calgary and in the partial addition of
Fort Kent reserves.

Gross proven reserves of natural gas
fell by 3 per cent to 13.3 billion m* in
1980. Additions to gross reserves in
1980 totalled 525 million m*. The lar-
gest additions resulted from develop-
ment work in the Pouce Coupe area
500 kilometres northwest of Edmonton
and the Mink area, 65 kilometres south
of Fort St. John, British Columbia.

Approximately 62 per cent of
Suncor’s gross proven conventional
crude oil reserves are located in
Alberta as are 81 per cent of gross
proven natural gas reserves.
Production

Gross daily production of crude oil
and natural gas liquids averaged 2 56Y
m*in 1980, down about four per cent
from 1979. The total includes both
conventional and in situ oil sands but
excludes synthetic crude oil mined
from the oil sands.

Production declined largely due to
maturing of reservoirs as well as techni-
cal problems encountered at Bonnie
Glen, one of our most important
ficlds. The Bonnie Glen difficulties
were largely surmounted by year end.
Drilling programs in a number of
producing fields enabled Suncor to
limit overall production decline,

Gross daily natural gas sales were
1 717 thousand m*, approximately the
same as in 1979, Two new fields
prevented a decline —South Rosevear
which began producing in late 1979
and Stolberg which came on stream in
May 1980. These additions helped to
offset reduced sales from fields already
in production. Pipeline companies cut
their purchases below contract mini-
mums due to oversupply problems
including weakness in the U.S. export
market and sluggish domestic demand,
factors which accounted for an eight
per cent industry-wide sales reduction.

Overall. in 1980, 63 per cent of
Suncor’s gross crude oil production,
including natural gas liquids and heavy
oil, came from Alberta as did 90 per
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Gross production of conventional
crude oil and natural gas liquids

Alberta

ithousands of cubic metres)

Bonnie Glen

Mcdic_ir}c River

f_s'ffan Hills

Pembina

Fort Kent

B 7Mi}5u€ -
Other

Saskatchewan

Steelman

_ Oungre
Other

British Columbia

Manitoba o

1980 1979
96 111

89 81

81 86

32 37

31 23

30 33
250 264
609 635

73 79

47 49

135 131
26 259
52 65

24 24

983

940

Gross natural gas sales

imillions of cubic metres)

Alberta __1 980 1979
Rosevear 105; 112
~ Portage 90 82
Calling Lake 35 45
~ Ghost Pine 25 CH
Other 31 283
566 553

British Columbia
Inga 19 28
Other E’-G 47
- 5§ 75
Saskatchewan 7 12
628 640



1980 Development
Drilling

Legend
@ Oil Potential
-)#(— Gas Potential

Land holdings in which Suncor has an
. interest or an option to earn an interest

cent of gross natural gas sales.
Spending on gas gathering and pro-
cessing systems to facilitate production
reached S8.6 million in 1980, nearly
three times the previous year’s total.

The largest expenditure was for the

Calling Lake South field which came

on stream at the beginning of 1981.

Drilling

A total of 113 gross development wells

were drilled in 1980, yielding 55 oil

wells, 46 gas wells and 12 dry wells for

a success ratio of 89 per cent. Another

Jwells were in progress at year end.

On a net basis, development drilling
amounted to 44 wells resulting in 12 oil
wells, 25 gas wells and 7 dry holes with

Jwells in progress at the end of the year.

Drilling activity included:

*  Countess area: Twenty-four shallow
gas wells were drilled in this south-
cast Alberta location during a 1980
infill program on this 3072 hectare
property, bringing the total to 45

wells. Drilling on this block is now
complete. Suncor has a 50 per cent
interest.

Ferrier area: Three Cardium oil
wells were drilled in 1980 on this
512 hectare property 175 kilo-
metres northwest of Calgary which
was acquired at a December 1979
land sale. Another three wells are
planned for 1981 including water
injector wells as part of a water-
flood scheme to increase produc-
tion. Suncor has a 100 per cent
interest.

Medicine River area: Two oil wells
and one water injector well were
drilled on this 1 Y84 hectare
property located 150 kilometres
northwest of Calgary. Three more
infill oil wells are planned in 1981,
Suncor has a 31 per cent interest.
Baldwinton area: Three conven-
tional heavy oil wells were drilled in
1980 on this 1 036 hectare property
80 kilometres southeast of
Lloydminster, Saskatchewan. There
are now 19 wells capable of produc-
tion. Suncor has a 100 per cent
interest.

The remaining development wells
were drilled on lands throughout
Alberta, Saskatchewan and north-
eastern British Columbia.

Land Acquisitions

To increase our land base. we pur-
chased 8 756 gross hectares of
undeveloped production properties at
Crown land sales in 1980. Total spend-
ing was $7.1 million. up from $6.6
million the previous vear. Major pur-
chases were located in the Pouce
Coupe area 500 kilometres northwest
of Edmonton where Suncor obtained a
100 per cent interest in 1 216 hectares:
the Pine area. 190 kilometres west of
Edmonton where interests ranging
from 33 to 100 per cent were purchased
in 2432 hectares: and the Elk Point
area, 160 kilometres northeast of
Edmonton where Suncor secured a
100 per cent interest in 1 024 hectares.
Development work is scheduled for all
three locations in 1981.



Reserves
Gross
Conventional
crude oil and
natural gas
liquids
imillions of
cubic metres)
Proven
January 1. 1980 1.7
Revisions {0.6)
Additions 0.1
Production/sales {0.9)
December 31, 1980 _‘_i0.3__
Probable addiliona]
December 31, 1980 1.7

Net
Natural Conventional  Natural
gas crude oil and  gas

natural gas
liquids

tmillions of
cubic metres)

(hillions of
cubic metres)

thillions of
cubic metres)

14.0 8.1 10.8
(0.6) (0.3) (0.7)
0.5 0.1 0.4
(0.6) (0.6) (0.4)
13.3 7.3 10.1
6.6 2 48

Notes:

The above reserve estimates have been
prepared by independent petroleum
consultants. Kloepfer Coles Nikiforuk
Pennell Associates Ltd. ("Kloepfer™).

Proven reserves are those which geological
and engineering data demonstrate to a high
degree of certainty to be recoverable at
commercial rates from known oil and gas
reservoirs under existing economic and
operating conditions.

Probable additional reserves are those
which may be recovered from properties in
the vicinity of proven reserves where there
is some degree of geological, engineering
or operational risk.

Royalty interests of governments and
others are deducted from gross reserves Lo
arrive at net reserves. These can vary
depending upon prices, production
volumes. timing of initial production and
changes in legislation. Rates used are those
experienced in late [980).

The Company’s Fort Kent in situ oil sands
reserves have been calculated using the
December 31, 1980 conventional crude oil
price ($16.75 per barrel), and have been
reflected in the above figures for the first
time. Implementation of the tertiary oil
price of $30.00 per barrel announced under
the National Energy Program could result
in an increase in Suncor’s in situ oil sands
reserves.

All proven reserves are located in western
Canada. Crude oil reserves in the frontier
areas have not been included as there is
insufficient drilling to determine if they are
of commercial size. Natural gas reserves in
the frontier areas have not been included
as their recovery depends upon approval
and construction of adequate transporta-
tion systems to carry the gas to markets.

Kloepfer has determined the present value
of estimated future net revenues from
these reserves using a discount factor of 10
per cent to be S569 million. Estimated
future net revenues employ December 31,
1980 prices and costs. and represent gross
revenues from the estimated future
production less royalties. taxes. operating
costs and capital expenditures incurred in
developing and producing the reserves.
with no deduction for income taxes or
administrative costs. Hence. estimated
future net revenues do not represent future
net earnings or the present market value of
the reserves. These estimates are
particularly sensitive to government
actions with respect to selling prices,
royalties and similar levies. and production
levels.
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Resources Development
Division

This Division is responsible for devel-

oping new energy sources. In situ pro-

iects producing heavy oil from the oil

sands are currently the main emphasis,

followed by coal and other minerals.

Highlights

» Engincering studies completed for
proposed expansion of Fort Kent in
situ project

»  Work begins on new in situ project

¢ Production at Fort Kent up 34 per
centin 1980

* Promising results from evaluation
of Chip Lake coal lease

Fort Kent

Suncor is the operator and 50 per cent
owner of this experimental 2 007 hec-
tare in situ steam recovery project at
Fort Kentin the Cold Lake area of

northeastern Alberta. Steam and water

are forced underground to reduce the
viscosity of heavy oil trapped in the
sand. inducing it to flow. The oil is
then pumped to the surface.

During 1980, production from the
Fort Kent project averaged 169 m* per
day compared to 127 m* per day in
1979.

Ten delineation wells were drilled
during the year to determine if re-
serves were sufficient to warrant ex-
panding production to nearly 800 m*
per day. These wells indicated exploit-
able oil in place exceeding 35 million
m’, sufficient to justify consideration
ol the expansion.

Preliminary engineering designs for
the expansion have been completed,
involving the drilling of 112 wells and
construction ol additional steam facili-
lies at an approximate cost of more

than $50 million. Agreement in princi-
ple has been reached with the nearby
town of Bonnyville to use its sewer
effluent as a water source for steam
injection. Specialized drilling equip-
ment will be constructed to drill six
slant wells in 1981 as a test of the
concept to be used in the actual
expansion,

A decision to proceed with expan-
sion of the Fort Kent project will be
made in 1981, Expansion requires
agreement by our partner, approvals
from regulatory authorities and clarifi-
cation of the tederal government’s new
pricing policy for this type of produc-
tion. Under the National Energy Pro-
gram. in situ production of crude oil
would receive a price of $188.70 per m*
{about 530 per barrel), which in our
view is sufficient to encourage pro-
duction. However, regulations govern-
ing receipt of this price are not yet
available.

New In Situ Oil Sands

Pilot Project

Suncoris proceeding with a $6.7
million in situ steam recovery pilot
project known as Cheecham on our

20 232 hectare wholly-owned lease 27,
south of Fort McMurray. This is one of
three Suncor leases considered suit-
able for in situ oil recovery. Ten wells
will be drilled in 1981 and construction
will also proceed on steam generating
facilities. Steam injection could begin
in late 1981,

In addition, drilling of 20 evaluation
wells commenced in early 1981 on
Suncor leases 84 and 85, north of Fort
McMurray, to quantify the bitumen in
place.

Phase one of Amoco Canada’s in
situ oil sands forward combustion
project at Gregoire Lake, Alberta will
be completed in 1981 and the decision
has been made not to continue with

Steam carried in these pipes is foreed
underground to help in the production of heavy
oil at Suncor’s experimental in situ recovery
project at Fort Kent. Alberta.



further phases. The recovery tech-
niques employed proved unsuccessful.
Our participation provided valuable
experience and data useful to develop-
ment work on our adjacent oil sands
leases thereby fulfilling the original
objectives of our investment in the
Amaoco project.

Suncor’s objective in the Athabasca
region is to build a commercial scale in
situ project by the end of this decade if
government policy is conducive to our
efforts.

Coal and Minerals

Considerable progress was made in
1980 in the coal and minerals portion
ol our business.

Promising results were obtained
from our 13-hole evaluation program
at Suncor’s Chip Lake property, about
100 kilometres west of Edmonton.
Suncor is the owner of two coal leases
totalling 6 799 hectares. Drilling has
indicated the presence of good, contin-
uous thermal quality coal seams at a
depth of 100 metres to 150 metres with
recoverable resources indicated at 260
million tonnes under both blocks. A
preliminary mine feasibility study con-
ducted on the larger of the two blocks
confirmed favourable conditions for
mechanical underground long-wall
mining. This block has excellent
infrastructure in that rail, highway.

water and power cross its southern
edge. We have yet to identify a ready
market for this coal and we therefore
anticipate that it could be a number of
years before the property is put into
production.

An additional 17 holes will be drilled
in 1981 to better define the deposits.
Further engineering and marketing will
also be undertaken.

We participated in uranium explora-
tion in Saskatchewan, Manitoba, New
Brunswick, Nova Scotia, and the North-
west Territories in 1980. All proper-
ties are in the early exploration stages.

Oil Sands Division

The Oil Sands Division operates the
world’s first plant to obtain synthetic
crude oil from bituminous sands on a
commercial scale. The plant is located
near Fort McMurray. Alberta, in the
Athabasca oil sands region.

A four-step process is employed.
First, overburden is removed to expose
the oil bearing sands. Secondly. the
sand is mined and transported by
conveyors to the extraction unit. Third,
bitumen is separated from the sand in
the extraction plant. Fourth. the bitu-
men goes Lo the process area where it
is thermally cracked into coke and

distillates. The distillates are desul-

phurized and blended to form high

quality synthetic crude oil, most of

which is then shipped to Edmonton for

distribution. Power and steam required

for plant operations are generated on

site.

Highlights

e Production up 10 per cent from
1979

e Expansion continues on schedule
and within budgelt

e Sulphur and coke sales made

*  Major maintenance shutdown
planned for 1981

Production

Production of synthetic crude averaged

7421 m* per day in 1980, up 10 per

cent from 1979, Output in 1979 was

reduced by a major fire and a planned

maintenance shutdown.

There was no maintenance shutdown
in 1980 and operations were reason-
ably stable during the year. Three
events did impact on operations but
only one affected output. First, an
equipment failure resulted in a fire in
the kerosene refiner on January 28
which took 28 days to repair. Bitumen
production continued during this per-
iod and the partially refined bitumen
was stored until processing resumed.
The bitumen backlog was processed

Synthetic crude oil
gross proven reserves

(millions of

cubic metres)

January 1. 1980 65.3
Revisions (6.6)
Production 2.7)
December 31. 1980 56.0

Notes:

The above reserve estimates have been
prepared by independent petroleum
consultants, Kloepfer Coles Nikiforuk
Pennell Associates Ltd.

Proven reserves are those which are
considered to a high degree of certainty to
be mineable at commercial rates using
current and future mining methods and
December 31, 1980 prices and costs. All of
these reserves are located adjacent to the
Fort McMurray oil sands plant.

Gross reserves do not reflect deductions in
respect of Crown and applicable sublease
royalties. Since the Crown royalty rate is
dependent on the rate of synthetic crude
oil production. calculations of net reserves
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would vary depending upon assumed
production rates.

The Company estimates that an additional
14 million m* could be added to gross
proven reserves with appropriate pricing
for synthetic crude oil.



and no synthetic crude production was
lost.

Output slipped in July due to equip-
ment failures in the process area.
However, maintenance work scheduled
in August and September was com-
pleted in July and production gains in
the following two months considerably
surpassed the July reduction.

Finally. on November 27, a gas leak
developed in the Albersun natural gas
pipeline which supplies the oil sands
plant. requiring a shutdown of the
pipeline which left the process arca
and the camp living area without fuel.
Lost production amounted to the
equivalent of 18 days.

On the positive side, improvements
continued in operating procedures and
staff training while management initia-
tives contributed to harmonious la-
bour relations. A new contract was

signed with the McMurray Independ-
ent Oil Workers representing most of
our plant employees. The agreement

covers the period from May 1, 1980 1o
May 1, 1982.

Overburden removal was up 60 per
cent from 1979 in order to get further
ahead of the mining operation. About
51 000 bank m* were removed on
average daily for a vear's total of 18.8
million bank m*. A new $2.5 million
hydraulic shovel was added to our
overburden removal capacity in
mid-1980 and performed well.

About 91 000 tonnes of oil sands
were mined on average daily during
1980, an increase of 13 per cent from
the previous year. The oil sands were
generally of good quality.

Required expenditures continued to
escalate rapidly. The aging of key
cquipment and the growing distance

This new hvdraulic shovel which commenced operation in 1980 added
to overbuiden removal capacity at the oil sands plant. Overburden is
removed (o expose oll-bearing sands for mining.

between the mine face and the plant as
well as increasing environmental re-
quirements have continued to push up
capital and maintenance expenditures.
Annual capital outlays have nearly
doubled in just two years to 533.8
million in 1980. not including capital
outlays due to expansion.

Expanding and Improving Operations
Further progress was made in 1980
toward expansion of the plant’s capa-
city by about 2 000 m* per day. The
work will be completed in 1981 and
expanded production will be felt
throughout much of the year although
testing and debugging of equipment
and systems will continue into 1982
when the additional capacity should
be fully realized.

As of the end of 1980, 97 per cent of
the engineering and about 70 per cent of
the construction had been completed.
Approximately S128 million of the
expansion project’'s $185 million budget
had been expended. The work
remained on schedule and within
budget.

Under the new National Energy
Program. expanded production will
receive a price of S239 per m* com-
pared to 5115 per m? for our pre-
expansion output. As noted in the
President’s Report, Suncor is seeking
changes in the pricing for its synthetic
crude.

Major elements of expansion com-
pleted in 1980 were: a fifth extraction
line which separates bitumen from the
sand: an additional pair of coking
drums in which the bitumen is ther-
mally cracked: an additional booster
station to move product along the
pipeline to Edmonton: expansion of
the power plant: a large, additional
bitumen storage tank. These items are
either in operation or being commis-
sioned by operating personnel.

In 1981, the emphasis in the expan-
sion will be on the process area and
mining. One major task will be the
start up and incorporation of the
fourth coker unit into the 24-hour
operating cycle. Cokers crack the
bitumen in large drums, three of which
currently come on and off the line
every 21 hours so that the residual
coke can be removed from them. With



expansion. we will need to bring four
drums on and off the line for servicing
in about the same time period.

In the mining area. we are adding a
third “bench™ or "step™ into the ore
body in 1981. Currently. there are two
bucketwheel excavators each operat-
ing [rom its own bench. A third bucket-
wheel will be put into service on the
third bench during 1981 and it is
expected that there will be some
debugging necessary before stable
operation is achieved.

Other improvements are under way
in addition to expansion. For example.
construction is proceeding on a new
7 000 m? office building at a cost of
about $9.0 million. The facility will
eliminate existing temporary quarters
and provide room for transfer of the
Edmonton office. The decision to
move the Edmonton office was made
in 1980 to increase operating effi-
ciency and improve internal communi-
cations. The transfer, affecting about
120 employees. should be completed
by the end of 1981. Restaffing efforts
are in progress to replace personnel
not wishing to be transferred.

Examination of methods to improve
operations and increase output contin-
ues. During 1981, we intend to work on
developing a better sludge handling
system. We also plan to construct a
54.0 million pilot plant to test recovery
of bitumen from the sludge although
this project is unlikely unless a more
realistic price is obtained for our
pre-expansion synthetic crude oil
output.

More than $24 million in environ-
mental projects were undertaken in
1980. The most important was the
installation of three electrostatic pre-
cipitators (ESPs) to remove fly-ash
from the flue gas of the powerhouse
which uses coke-burning furnaces.
The total cost was about 520 million.
Once fully operational, the ESPs will
remove Y3 per cent of the ash and
meet Alberta’s clean air regulations.

Other environmental work in 1980
included: strengthening of the dikes
along the Athabasca River: research
on land reclamation: construction of a
new separator required to handle in-
creased effluent to result from expan-

sion: improved leak detection systems
for the pipeline to Edmonton: and
installation of two additional reboilers
to eliminate sulphur emissions,
Sulphur and Coke Sold

During 1980 . the Oil Sands Division
signed its first major sulphur sales
contract and also made its first trial
sale of coke, both of which are
by-products of bitumen processing.
Shipments began during the year.

The sulphur contract covers all
current production (around 100 000
tonnes annually) plus a minimum of
about 50 000 tonnes per year from
on-site inventory. This should result in
the sale of most of our stockpiled
sulphur by the end of 1986 when the
contract expires. The sulphur is being
granulated by the purchaser and export-
ed to the European fertilizer market.

The coke sale is more experimental.
A Japanese company tested the blend-
ing of coke with coal and by year end,
a total of about 40 000 tonnes of coke
had been shipped. Although the tests
are continuing. negotiations on a long-
term contract have commenced. The
Fort McMurray plant produces about
2450 tonnes of coke daily of which
approximately 2 000 tonnes are used
on site as fuel for electrical and steam
generation. About one million tonnes
are stockpiled at the plant. Coke is not

in demand as a fuel in Canada because
of the availability of inexpensive alter-
natives such as natural gas and coal
which have a lower sulphur content.
Turnaround Planned for 1981

A maintenance shutdown is scheduled
for the oil sands plant starting in May
1981, It will be one of the largest
“turnarounds” ever conducted in the
North American petroleum industry
and should enable the plant to run
without major maintenance for another
two years.

Because of the interdependent na-
ture of components of the oil sands
plant, the 44-day maintenance period
will include 30 days of shutdown dur-
ing which all normal operations except
overburden removal will cease. The
equivalent of about 37 days of produc-
tion will be lost.

Maintenance work will require about
560 000 man-hours. Another 117 000
man-hours are scheduled for expan-
sion and other capital projects. In
total, about three times as much work
will be undertaken for this turnaround
as the last one, conducted in the
second quarter of 1979,

Gross production of
synthetic crude oil

(thousands of cubic metres)




Sunoco Group

Overview

Total revenues increased 21 per cent to
S831.4 million for the Sunoco Group in
1980. Margins were firm and the
Group’s contribution to Suncor's pre-
Lax operating profits increased
substantially.

Operations reporting improved per-
formance included production and
marketing of petrochemicals, gaso-
lines, home heating oil, lubricants
and specialty products. The one excep-
tion was heavy fuel oil: demand from
our main U.S. customer was down from
1979 and we reduced our production
by about 12 per cent. Heavy fuel oil
prices were depressed and losses were
recorded on sales in the domestic
market.

New initiatives highlighted 1980. The
most important was our decision to
proceed with an upgrading of our
Sarnia refinery, subject to further

engineering and feasibility studies. at a
preliminary estimated cost of 5200
million.

The upgrading would make our
relinery one of the most efficient and
flexible in Canada, able to increase
yields of gasolines and other key prod-
ucts while reducing crude oil require-
ments. These advantages would be
accomplished using a hydrocracker
and vacuum unit to reduce production
of heavy Tuel oil in keeping with
provincial and federal government
objectives. Design work is now in
progress. with completion of the pro-
ject expected in 1984,

Other new initiatives in 1980 in-
cluded design work on refinery im-
provements, purchasing ol a ship and
the launching of an aggressive market-
ing program for premium leaded
gasoline.

Capital spending by the Sunoco
Group in 1980 was 529.0 million, up
from 58.9 million in 1979.

Solar panels on the roof of the Sunoco Group's downtown Toronto office bullding were installed
hy Solartech. a company in which Suncor has a 15 per cent interest. The panels provide heat for
hot water.

Construction began in 1980 on another reactor
like the one shown opposite. to increase

production of high octane gasoline and aromatics.

[ R
h

Suncor demonstrated its commit-
ment to independent gasoline and fuel
oil retailers in 1980. Early in the year,
when supplies were tight, we sacrificed
sales volumes through our Company-
owned and operated outlets in order to
provide the volumes contracted to our
independent distributors. This action
expresses our support of a healthy
small business community in Canada.
Outlook

The amount of crude processed by our
refinery should remain about the same
in 1981 as in the previous year. pro-
vided supplies are available. Demand
for gasoline and home heating oil in
Ontario and Quebec is expected to
decline in 1981 but petrochemical
demand should continue to rise.

Margins for all refined products are
expected to hold firm in 1981,

The most serious concern is the
availability of "sweel” crude oil.




Alberta production is on a downward
trend as major producing fields ma-
ture. If the Alberta government pro-
ceeds with phased cutbacks of produc-
tion, as previously announced, we will
be forced to shift domestic crude from
Montreal to Sarnia and purchase addi-
tional foreign supplies on the volatile
world market.

Operations

Refining
The average daily throughput of crude
oil for the Sarnia refinery in 1980 was
12.4 thousand m*. This volume was
86 per cent of rated capacity compared
to 85 per cent for the previous year.
There were no signiticant equipment
or operating problems during the year.
Two scheduled maintenance shut-
downs were successfully concluded.
The first, in June. closed plant number
two and the benzene-toluene-xylene
unit for 12 days. The relinery consists
of two principal plants which are
independent of each other.

The second shutdown, in September

and October, closed the alkylation unit
for approximately three weeks. This
unit uses hydrofluoric acid to promote
the chemical reaction which converts
propylene and butylene into the high-
octane gasoline component, alkylate.

Sources of crude oil refined
for Suncor account

(thousands of cubic metres per day)

Imported

Canadian conventional

B
[ Canadian synthetic
=

Burners in one of the pretreaters at Suncor’s Sarnia refineiv. Pretreaters remove impurities in
manufacture of high-quality gasoline. Refinery operated at 86 per cent of rated capacity in 194311,
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No further maintenance shutdowns
are scheduled for the refinery during
the next two years. However, plant
number two will be taken out of
service for a short period of time in
October 1981. to tie another reactor
into the Powerformer unit. This addi-
tion will permit the production of
increased quantities ol high-octane
gasoline and more aromatics. Work
should be completed by the end of
1981 at a cost of S16 million.

The Sarnia refinery obtained its
crude oil from domestic sources in
1980. including about 35 per cent from
Suncor’s own production. Our receipts
were limited by the National Energy
Board's allocation of available supply
which in turn was determined by
domestic production capabilities.
Some of the refinery’s production
output was provided to another com-
pany for sale in Ontario and in ex-
change. this same company refined
crude oil for Suncor in Montreal to
supply Suncor’s Quebec customers.

During 1980. we supplied our
Quebec market with domestic crude

to the maximum extent permitted by
the National Energy Board's allocation
procedures. Sunoco’s deliveries from
western Canada by pipeline to Mon-
treal amounted to about 775 thousand
m’. Another 54 thousand m' of western
crude were moved from Vancouver by
ship through the Panama Canal. The
remaining 130 thousand m' required
for the Quebece market consisted of
foreign oil originally from the Middle
East but purchased at Caribbean trans-
shipment terminals. Spot prices were
paid for the foreign oil. costing Suncor
$3.0 million in premiums not offset by
the federal government’s import com-
pensation program.

In the fourth quarter of 1980, Sun-
cor purchased 131 thousand m* of
foreign crude on the spot market,
primarily for use in 1981,

The National Energy Board will
require Suncor and other refiners to
accept Mexican crude oil in 1981,
Suncor’s allocation will amount to
about 63 thousand m* for the year.
This lower quality crude will resultin
the production of higher amounts of

Sales of refined products

(thousands of cubic metres per day)

Lubes, greases, specialty
oils and other

Petrochemicals

Heavy tuel oil

Middle distillates

Gasalines

residual fuel oil which is in oversupply.

Improvements costing 58.5 million
were made to the refinery in 1980,
compared to expenditure of 55.2 mil-
lion in 1979, Included in the wotal was a
computerized system for blending gaso-
lines which will contribute to product
quality and reduce operating costs.
Petrochemicals
Sales revenues increased about 11 per
cent in 1980 for Sunchem, Suncor’s
petrochemical division. A total of 424
thousand m* was produced. about the
same as in 1979, despite a planned
maintenance shutdown of the main
production unit.

Sunchem manufactures benzene,
toluene. xylenes and orthoxylene.
These chemicals are used to make
plastics. solvents. nylon. dynamite.
pesticides. polvesters and paint.

Suncor’s policy is to satisfy Cana-
dian petrochemical requirements first
and export the excess. Sales volumes
to Canadian customers were up in
1980 despite an economic slowdown.




Prices were firm in Canada during the
year. Due to the instability of crude oil
supplies on the world market, Euro-
pean prices were more volatile; they
began the year strongly. declined signif-
icantly during the summer, but recov-
ered somewhalt by year end.

Capital spending in 1980 empha-
sized improved petrochemical delivery
and storage capabilities. Sunchem pur-
chased a ship—the Suncor Chippewa—
an S18 million, 20 000 tonne petro-
chemical tanker. The vessel should be
in full service by May 1981. Construc-
tion also began on a new 52.0 million
storage tank at the Sarnia refinery
which will substantially increase hold-
ing capacity. Completion is expected
in March 1981.

Gasoline Marketing

Our gasoline marketing network con-
tinued to outperform the industry in
1980. Revenues increased and margins
improved compared to 1979.

The main challenge was the tight
supply situation for gasoline in the first
half of the year. A number of factors
including lower oil sands production in
the preceding vear and a fire at the
Sarnia reflinery—dictated a cutback in
sales.

In response to this situation, we
decided to reduce retail hours at
Company-owned and operated outlets
rather than limit sales to independents.
We literally turned customers away.
However, we did meet all our commit-
ments to independent dealers. both
branded and unbranded.

As the year progressed, the situation
changed. Crude supply problems were
overcome and refinery output was on
the upswing. Consequently, we were
able to compete more aggressively.

A number ol innovations contri-
buted to a strong second half. The most
important was the decision to proceed
with installation of "Blender Centres”
at our self-serve outlets which had
already proved successful at full-
service outlets. The majority of the
conversions were completed by the
end of the third quarter.

Blender Centre pumps precision
mix premium unleaded gasoline with
regular leaded to make our Premium
Leaded Blend product. Suncor is now
the only gasoline marketer in Ontario
to sell a higher octane leaded product;
one other refiner offers it in Quebec.
The Premium Leaded Blend provides
a unique advantage to owners of older

28

The bow of Suncory petrochemical tanker, the
Suncor Chippewa, launched in 1950,

Bilender Centres. a Suncor marketing initiative.
offer a premium leaded gasoline blend— one
reason for a successful 1950,



cars and high performance imports
requiring a higher octane leaded gaso-
line. Anintensive advertising
campaign was launched to support
Blender Centres in 1980,

In addition to the Premium Leaded
Blend. we successfully introduced
Mileage Plus. a high quality motor oil.
We also added shock absorbers, belts
and hoses to our line of accessories.
Sales revenues from items other than
aasoline increased significantly
rom 1979.

At vear end. there were 920 service
stations in the Sunoco Group system,
down 30 from the vear before. A
number of small, unproductive loca-
tions were dropped and about $2.3
million in capital was recovered from
these divestitures. All of our outlets
are in Ontario and Quebee except for
two in Fort McMurray. Alberta. Dur-
ing the year, $5.0 million was spent to
upgrade and maintain the long-term

viability of our gasoline retail network.

In 1981, gasoline marketing will
continue to emphasize our unique
Blender Centres with the introduction
ol an unleaded gasoline blend consist-
ing of one-half premium and one-half
regular at a price less than premium
unleaded.

This new product. EMULSUN. functions as a

coolant and lubricant in the production of steel

tubing.

Home Heating Oil Marketing

The home heating oil market in
Ontario and Quebec fell by about eight
per cent in 1980 as consumers prac-
tised conservation and switched to
other fuels. None the less. our sales
volumes iTl(.‘['L‘J.lSCLI.

The main reason for this perform-
ance was our policy of supporting and
developing a network of independent
retail distributors. By year end, our
products were being sold by 101 inde-
pendents and [4 operating divisions of
subsidiary companies,

Lubricants and Specialty Products

Sales volumes and margins remain-
ed firm for this operation in 1980. The
success of our fee-for-service custom
blending and packaging operation
continued.

We added 30 new products to our
line in 1980 including a high water
base fluid —an emulsion of oil, water
and other additives which is in high
demand for hydraulic equipment.
Other changes included a major reduc-
tion in our use of high cost imported
naphthenic base stocks by reformula-
tions where possible to make use of
less expensive domestic paraflinic

stocks, without loss of product quality.
A new sales office was opened in
Calgary to complement the Edmonton
office opened two years ago. We have
had considerable success penetrating
the fast-growing Alberta market.
Agreement was also reached with three
branded lubricant resellers in the
Maritimes. thus achieving the objec-
tive sel three years ago of marketing
Sunoco lubricants on a national basis.
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Financial Statements

Summary of Accounting Policies

December 31. 1980

The financial statements have been
prepared by management in
accordance with generally accepted
accounting principles consistently
applied. Because a precise
determination of many assets and
liabilities is dependent upon future
events, the preparation of periodic
financial statements necessarily
involves the use of numerous estimates
and approximations which have been
made using careful judgement. In
management's opinion the financial
statements have been properly
prepared within reasonable limits of
materiality and within the framework
of the accounting policies summarized
below.

Basis of Presentation

(a) Pooling of interests
Suncor Inc. is the continuing company
arising from the amalgamation on
August 22, 1979 of Great Canadian Oil
Sands Limited and Sun Oil Company
Limited. The amalgamation was a
corporate reorganization and was
accounted for in a manner similar to
a pooling of interests.

The consolidated financial
statements for prior years include
the accounts of the predecessor
companies and their subsidiaries and
have been restated to reflect the
effects of amalgamation, including the
elimination of intercompany
transactions among such predecessor
companies.
(b) Principles of consolidation
The financial statements are prepared
on a consolidated basis to include the
accounts of all subsidiaries.

(¢) Elimination of crude oil revenues

Suncor is a net purchaser of crude oil,
and deems its own production to be
consumed internally. Therefore,
revenues from crude oil, together with
oil import compensation, are
eliminated against costs and operating
expenses, with the following two
exceptions: (i) synthetic crude oil

revenues in excess of conventional
crude oil prices, (ii) crude oil revenues
from Alberta Crown leases. (See also
note 1 to the consolidated financial
statements.)

(d) Joint ventures

A significant part of the Company’s oil
and gas activities is conducted jointly
with others. The accounts reflect the
Company’s proportionate interest in
these activities.

Policies of Application to Specific
Segments

The descriptions of the Company’s
classes of business or segments are
detailed below together with their
respective accounting policies.
(a) Exploration, production and
resources development
This segment encompasses
exploration for and production of
crude oil and natural gas in the
western provinces and frontier areas,
and operation of a natural gas pipeline.
In addition, in situ oil sands recovery
projects. coal and uranium activities
are being pursued.

The full cost method of accounting
for crude oil and natural gas activities
is followed. All costs incurred in
searching for oil and gas reserves,
including leasehold acquisition and
retention costs, are capitalized.
Proceeds received from disposals of
properties are deducted from these
costs. Capitalized costs are charged
against operations through a provision
for depletion, calculated on a
unit-of-production basis. To calculate
depletion, gas is converted into
equivalent amounts of oil on the basis
of relative energy content.

Wellhead equipment, gas plants and
handling facilities are primarily written
off over the life of estimated reserves,
while support and movable equipment
is depreciated on a straight line basis
over an average of ten years.

Research expenditures for in situ oil
sands recovery projects are expensed
as incurred, except those for capital

Lee Domony, Plant Supervisor. overlooks the Sarnia refinery where a major
upgrading is planned to increase yield of gasolines and middle distillates.
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which are written off over the
remaining life of the project.

(b) Oil sands

This segment encompasses production
of synthetic crude oil from bituminous
sands mined from the Athabasca oil
sands in northeastern Alberta.

Mobile equipment, and mine
development expenditures that
significantly benefit operations of
future years, are capitalized. Other
mining equipment and development
expenditures are expensed.

Major additions and improvements
to plant capacity, productivity or
environmental protection are
capitalized. Other plant outlays are
expensed. The cost of housing is
capitalized.

Mine and plant production facilities
which were capitalized prior to
January 1. 1976 are depreciated over
the life of reserves on a unit-of-
production basis. Mine and plant
production facilities capitalized after
January 1, 1976 are depreciated over
the lesser of their useful lives or the
life of reserves. Depreciation over
useful lives is on a straight line basis.

Capitalized plant production
facilities and the bucketwheel
excavators are primarily depreciated
over the life of reserves. Conveyors
and mobile equipment are depreciated
on average over 3 years and rental
housing over 25 years.

Deferred preproduction costs are
amortized over the life of reserves on a
unit-of-production basis.

Overburden removal costs,
including depreciation on overburden
removal equipment, are deferred.
Annual amortization of these costs is
based on the year’s production of oil
sands, the ratio of total overburden
to be removed to total reserves of oil
sands to be mined. and the year's
removal cost per unit of overburden.
(¢) Refining, petrochemicals and

marketing
This segment encompasses the
manufacture, transportation and



marketing of petroleum and
petrochemical products, primarily in
Ontario and Quebec, and also sales of
petrochemical products to the United
States and Europe.

Depreciation is on a straight line
basis. The refinery and additions
thereto are depreciated over an
average of 23 years. service stations
and related equipment over an average
of 15 years, and other facilities and
equipment over 4 to 20 years.

Policies of General Application

(a) Transfer prices between segments
Transfers of crude oil, natural gas and
refined products between segments
are recorded at fair market value.
(b) Maintenance, repairs, shutdown
expense and disposals
Normal maintenance and repairs are
charged to expense as incurred. The
cost of major maintenance shutdowns
is estimated and accrued over the
period to the next shutdown. Except
for oil and gas assets accounted for
under the full cost method, cost of
assets sold, retired or abandoned and
the related amounts of accumulated
depreciation are eliminated from the

accounts, and resultant gains or losses
on disposals are included in earnings.
(c) Pension expense

e Company has a non-contributory
pension plan providing retirement
benefits for its employees and those of
certain subsidiaries. Pension expense
includes the current pension costs, the
amortization of initial past service
costs over 25 years, and the
amortization of plan improvements
over 15 years. It is the Company’s
policy to fund the total pension costs.

(d) Income taxes

Some costs and revenues may by law
be deducted from or added to earnings
in the calculation of taxable income in
years earlier or later than actually
recorded in the Company’s
Consolidated Statement of Earnings.
The income taxes in the earnings
statement are based upon the revenues
and expenses actually recorded. but
differ from taxes actually paid or
payable. These differences are shown
in the Consolidated Statement of
Financial Position as deferred income
taxes.

Investment tax credits are reflected
as a reduction of income tax expense

ZUNCor..

in the year the eligible expenditures
are incurred.

) Inventories
Inventories of crude oil and refined
products are valued at cost using the
first-in. first-out method, which does
not exceed net realizable value.

Materials and supplies are valued
mainly at the lower of average cost
and net realizable value.

(1) Foreign currency translation
The Company applies the temporal
method of accounting for the
translation of foreign currency
amounts into Canadian dollars.

Under this method the Company’s
current assets except inventories,
current liabilities and long-term debt
are translated at year-end rates. Other
assets, other liabilities and revenues
and expenses are translated at the rate
prevailing when they were acquired or
incurred.

Unrealized exchange gains and
losses on translation of long-term debt
are deferred, and amortized over the
remaining repayment periods. Other
exchange gains and losses are reflected
in earnings.

Auditors’ Report

To the shareholders of Suncor Inc.

We have examined the consolidated
statement of financial position of
Suncor Inc. as at December 31, 1980
and the consolidated statements of
earnings, retained earnings and
changes in linancial 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 aur opinion, these consolidated
statements present fairly the financial
position of the Company as at
December 31, 1980 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 on a basis consistent with that
of the preceding year.

s

COOPERS & LYBRAND
Chartered Accountants
Toronto, Ontario
January 26, 1981
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Consolidated Statement of Earnings

for the year ended December 31, 1980

(millions of dollars
except per share amounts)

1980 1979
1 1
Revenues
Gross sales and other operating revenues (note 1) $1,401.1 $1,001.8
Deduct: sales to third parties of crude oil
production inote 1) 1723 148.0
Sales and other operating revenues 1.228.8 853.8
Interest income 30.6 w8
1.259.4 865.1
Expenses
Costs and operaling expenses (note 1) 398.1 3204
Selling, administrative and general 87.9 67.4
Royalties (note 2) 158.6 97.6
Taxes other than income taxes 54.5 49.0
Depreciation, depletion and amortization 84.1 673
Interest inote 6) 6.5 7.5

7897 6092
Earnings before income taxes and s

extraordinary gains 469.7 255.9
Income taxes inote 3) 163.3 86.1
Earnings before extraordinary gains 306.4 169.8
Extraordinary gains (note 4) — 3:1
Earnings for the year $ 3064 S 1729
Earnings per common share
Earnings before extraordinary gains St | B8RS 8:04
Earnings for the year $5 1R 83N SHEERIRE)

See accompanying
summary of accounting
policies and notes

Consolidated Statement of Retained Earnings

for the vear ended December 31, 1980 (millions of dollars)

1980 31979
| Ky 1

Balance — beginning of year $ 3184 $ 1476

Deduct: amalgamation expenses

net of income taxes - 125
Earnings for the year 306.4 (5729
624.8 319.0

Dividends on preferred shares 1.6 0.6
Balance —end of year $/1623.2 53184

See accompanying
summary of accounting
policies and notes
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Consolidated Statement of Financial Position
as at December 31, 1980

(millions of dollars)

1980 1979
1 1
Assets

Current assels
Cash. time deposits and short-term investments $ 3016 § 1450
Accounts receivable (note 5) 136.7 857
Inventories (note 7) 220.7 123.0
659.0 4237
Long-term receivables < 4.5
Properties, plant and equipment (note 8) 935.8 727.6
Deferred charges (note 9) 133.3 99.8

$1,731.3 $1,255.6

Liabilities and shareholders’ equity
Current liabilities

Short-term borrowings SEEan A S S0 65
Accounts payable and accrued liabilities (note 5) 190.8 177
Income taxes 50.6 33.6
Taxes other than income taxes 22.3 15:5
Current portion of long-term debt 2.9 3.8
302.2 197.1
Long-term debt (note 10) 47.9 69.7
Deferred revenues 20.6 9.6
Deferred income taxes 251.6 174.4
Minority interest 6.7 72
Sharecholders’ equity
Share capital (note 11) 479.1 479.2
Retained earnings 623.2 3184

1,102.3 797.6
$1,731.3 $1.2556

See accompanying
summary of accounting
policies and notes

On behalf of the Board:
R.A. Hennigar, Director
D.M. McGeer, Director
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Consolidated Statement of Changes in Financial Position

for the vear ended December 31, 1980

Source of funds
Operations
Earnings before extraordinary gains
Depreciation, depletion and amortization
Deferred income taxes
Gains on disposals of properties, plant and equipment
Deferred overburden removal outlays (note 9)

Extraordinary reduction in income taxes
Disposals of properties, plant and equipment
New long-term debt

Increase in deferred revenues

Decrease (increase) in long-term receivables

Use of funds

Purchases of properties. plant and equipment
Exploration. production and resources development
Oil sands
Refining. petrochemicals and marketing
Corporate

Outlays for deferred charges other than overburden
Reduction of long-term debt

Decrease in minority interest

Dividends on preferred shares

Redemption of preferred shares inote 11)
Amalgamation expenses net of income taxes

Increase in working capital
Working capital —beginning of year
Working capital —end of year

Analysis of the increase in working capital

Cash. time deposits and short-term investments
Accounts receivable

Inventories

Short-term borrowings

Accounts payable and accrued liabilities
Income taxes

Taxes other than income taxes

Current portion of long-term debt

(millions of dollars)

1980 1979
1 Ehal
$3064 $169.8
84.1 67.3
772 47.0
(0.3) (3.2
(49.4)  (285)
418.0 252.4
= 3.1
5.9 8.2
- 0.2
11.0 5.8
e )
436.2 269.0
110.0 64.4
1322 59.4
29.0 8.9
0.7 0.1
271.9 132.8
9.7 5.0
22:2 T
0.5 0.4
1.6 0.6
0.1 0.7
= 15
3060 1487
130.2 120.3
226.6 106.3
$356.8  $226.6
$156.6 5113.1
(19.0) 66.6
97.7 14.9
(9.1) (10.2)
(73.1) (27.5)
(17.0) (29.8)
(6.8) (5.8)
0.9 1)
$120.3

$130.2

See accompanying
summary of accounting
policies and notes
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Schedule of Segmented Data’

Resources Group Sunoco Group  Total

Exploration, Oil sands : Refining, e

production petrochemicals

and resources and marketing

development

(millions of dollars)

Revenues and earnings 1980 1979 _ 1980 1979 _ 1980 _ 1979 1980 1979

PERTT T [ ] =il 1 1 | = ]

For the year ended December 31

Sales and other operating revenues $ 815 S 408 $317.1 $1293 $830.2 $6837 $1.2288 S 8538
Sales to third parties of crude

oil production 27 9% w355 144.4 109.9 - — 172.3 148.0
Inter-segment revenues 431 464 1338 104.2 1.2 0:7 4 e 15123
Segment revenues 152.5 12823 595.3 343.4 831.4 684.4 1.579.2 el
Expenses 117.6 90.2 298.9 204.9 715.9 600.4 A2 g e 0T ED5.5
Segment operating profits $ 349 5 361 $296.4 $1385 $11565 $ 84.0 446.8 257.6
Change in inter-segment profit Ul '

elimination 8.9 1.4
Interest income 30.6 11.3
Corporate expense (10.1) {(6.9)
Interest expense (6.5) (7.5)
Income taxes (163.3) (86.1)
Earnings before extraordinary gains $ 306.4 169.8

Depreciation, depletion and amortization
For the year ended December 31

Segments D282 FESnZl DRGS0 s I8 GlEEs 22 SR 1l 51 1835 | 5 666
Corporate Tkl : 0.6 0.7
S 9851 .5 673
Capital employed
As at December 31
Segment assets $4429 6335.1 $b554.4 $4624 $459.0 $3495 $1456.3 51,1470

Corporate assets and inter-segment

eliminations HE27510 108.6
Total assets 1,731.3 1,265.6
Segment current liabilities $ 496 S 281 §$ 662 $ 499 $1422 $ 984 258.0 176.4
Corporate current liabilities and inter- TR

44.2 2O

segment eliminations

Capital employed $1,429.1 $1.058.5

See accompanying
summary of accounting
policies and notes

*The Company has no foreign geographic segments. See note 6 for information on export sales.
**Excludes sales to the Alberta Petroleum Marketing Commission from April 1, 1980. (See note 1)
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Notes to the Consolidated Financial Statements

December 31, 1980

1. Presentation of revenues
and costs and operating expenses

(a) Reclassification

The amounts received by the Company
in excess of conventional crude oil prices
on sales of its synthetic crude oil produc-
tion have been reclassified as revenues
instead of being deducted from expenses.
This reclassification. to improve the
presentation and comparability of actual
incurred costs, increased sales and other
operating revenues, and costs and oper-
ating expenses, by $123.4 million for the
year ended December 31, 1979.

(b) Alberta Petroleum Marketing
Commission

From April 1, 1980 the Alberta Petroleum
Marketing Commission (APMC). which
purchases all conventional crude oil pro-
duced from Alberta Crown leases, no
longer allowed producers to designate the
uitimate purchaser of their crude oil.
Consequently. the Company now recog-
nizes these purchases by the APMC as
revenues in the Consolidated Statement of
Earnings. However, sales of conventional
crude oil other than to the APMC, together
with sales of synthetic crude oil after
deducting amounts received in excess of
conventional crude oil prices. continue

to be treated as a reduction in crude oil
costs to the refinery. This change by the
APMC increases the Company’s reve-
nues and costs and operating expenses on
an ongoing basis. In 1980 the increase was
$26.5 million. Also, this change resulted in
a reduction in inter-segment profit elimina-
tion, causing a one time increase in 1980
earnings of $1.0 million.

2. Royalties

(millions of dollars)

Crown Other Total Total
1980 1979
3 v 1 |
Exploration, production and resources
development $ 408 $ 88 $ 496 5388
Oil sands 75.3 33.7 109.0 588
$116.1 $425 $158.6 535976
3. Income taxes
The provision for income taxes in the
Consolidated Statement of Earnings re-
flects a statement tax rate which is lower
than the statutory tax rate. A reconcilia-
tion of the two rates is as follows:
1980 1979
Federal tax rate 46.0% 46.0%'
Federal surtax 1.8 —
Provincial abatement (10.0) (10.0)
Provincial tax rate 11.4 11.8
Statutory tax rate 49.2% 47.8%
Crown royalty disallowance 12.4 14.0
Resource allowance (12.6) (12.6)
Depletion allowance (11.2) (10.5)
Investment tax credils 0 - A [ )
Inventory allowance {H0.3): S (E0:5)
Provincial royalty tax credits and rebates (D2 R (E0) )
Manufacturing and processing profits deduction and other (07) {20)
Statement tax rate 34.8%

Investment tax credits reduced the income
tax provision for 1980 by $8.6 million
(1979—5%4.9 million).

Deferred income taxes result from tim-

ing differences, the sources and the tax
effects of which are as follows:

336%

(millions of dollars)

1980 1979
Excess of tax over (under) book expense :

Depreciation $47.3 $33.2
Exploration and development costs 20.8 14.1
Overburden removal 9.1 2
Preproduction expense (1.0) (0.7)
Other __12 {2.3)

$77.2 5470

37




ZUncor..

4. Extraordinary gains

The 1979 extraordinary gains of $3.1 mil-
lion reflect reduced income taxes payable
arising from recognition, for book pur-
poses, of investment tax credits for years
prior to 1979,

5. Related party transactions

In transactions with Sun Company,

Inc. and its affiliates during 1980, the
Company purchased crude oil and raw
feedstocks for $77.2 million (1979—$8.5
million). In turn the Company sold refined
products for $0.7 million (1979—$§1.7
million).

These transactions were carried out on
terms believed by the Company 1o be
no less favourable than those that could
have been obtained from unaffiliated
persons.

Amounts due to Sun Company, Inc.
and its affiliates at December 31, 1980 to-
talling $21.2 million (1979—5$2.1 million)
are included in accounts payable and ac-
crued liabilities. Amounts due from Sun
Company. Inc. and its affiliates totalling
$0.2 million (1979—S0.1 million) are in-
cluded in accounts receivable.

6. Supplemental earnings statement information

(millions of dollars)

1980 1979

Synthetic crude oil receipts in
excess of conventional erude oil prices

Export sales
Unaffiliated customers—
United States— heavy fuel oil
—petrochemicals
Europe —petrochemicals

Affiliates —
United States—refined products
Research and development expenses

Interest expense —short-term
—long-term

1

$314.5 51234

$ 96.8 § 91.1
368 638
838 640

217.4 218.9

0.7 157

$218.1 $220.6

7. Inventories

(millions of dollars)

1980 1979

Crude oil—conventional $ 604 S 220
—synthetic 22.8 18.3

Refined products 106.1 515145]
Materials and supplies 314 27,2
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8. Properties, plant and equipment

(millions of dollars)

Properties. Accumu-  Net Net
plant and lated de-
equipment, preciation
at cost and
depletion
1980 1979
I = ek
Exploration, production and
resources development
Oil and gas properties $ 4156 $ 99.1 $316.56 52464
Equipment and other 93.6 288 648 b4.7
~ 509.2 127.9 381.3 301.1
Oil sands
Mining, plant and equipment 449.7 11315 336 2 25515
Housing 530 1.4 51.6 42.9
502.7 1149 3878 2784
Refining, petrochemicals and marketing
Refinery including petrochemicals 139.8 50.5 89.3 857
Marketing and transportation 1233 467 76.6 62.1
2631 972 1659 147.8
Corporate 1.0 02 08 0:3
$1,276.0 $340.2 $935.8 $7276

9. Deferred charges

(millions of dollars)

1980 1979
Oil sands deferred overburden removal costs (see below) $ 69.3' $40.4'
Oil sands preproduction costs 45.8 48.1
Prepaid gas purchases 12.0 4.1
Foreign exchange loss 1.9 (142,
Other S B S ISl
$133.3 $99.8
Oil sands deferred overburden removal costs
Balance, beginning of year $ 404 $29.2
Outlays during year 49.4 285
Depreciation on equipment during year* 27 23
92.5 60.0
Amortization during year (23.2) (19.6)
Balance, end of vear $40.4

*Depreciation on overburden removal equip-
ment is not included in depreciation, depletion
and amortization expense of $84.1 million
(1979—567.3 million).
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10. Long-term debt

(millions of dollars)

1980 1979
5%% Notes, maturing in 1991, repayable at the rate of U.S. I I
$2.0 million annually. U.S. $30.0 million (1979—U.S. $32.0 million) $35.8 SETLS
Bank term loan, basically at prime rate of interest plus one-half
per cent, maturing in May 1983, prepayable at the Company’s
option, and prepaid on March 31, 1980 15.0
Mortgages on housing, bearing interest at rates between 64 and
113 per cent, repayable over the next 23 years 14.9 20.9
Capitalized lease obligations 0.1 0.1
50.8 738
Less current portion of long-term debt 20 38
$47.9  $69.7
Long-term debt matures as follows
1981 $ 29
1982 oA
1983 o 2.7
1984 2.7
1985 3 207
Subsequent years ¥ 37.1
$50.8

11. Share capital

Authorized:
—an unlimited number of preferred shares lowing attributes:
without nominal or par value, issuable $24 stated capital, $1.92 cumulative
in series. the first being Preferred Shares annual dividend, redeemable at 524,
Series A originally 1 107 145 in num- voting, convertible if and when a
ber. Redemptions to December 31, 1980 public distribution of common shares
have reduced the authorized number is made.
of Preferred Shares Series A to 1 078 827. — an unlimited number of common shares
Preferred Shares Series A have the fol- without nominal or par value.
1 1
Issued: Preferred Shares Common shares
Series A
(millions (millions
of dollars) of dollars)
Number  Amount Number Amount
1 1 ] 1
Balance as at January 1. 1980 939561 $226 52245085 $456.6
Redeemed for cash 580 0.1 = =
Balance as at December 31, 1980 938981 $225 52245085 $456.6
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If and when a public distribution of com-
mon shares is made, the Preferred Shares
Series A would be convertible into com-
mon shares during a 95 day period fol-
lowing such distribution, on the basis

that $24 bears to the per share price (exclud-
ing commissions and discounts) at which
the common shares are sold or issued

for public distribution.

From August 22. 1979 to October 13,
1979 the Preferred Shares Series A were
convertible to common shares on the
basis of one common share for two Pre-
ferred Shares Series A.

The Preferred Shares Series A are
redeemable at the option of the holder
for $24 per share plus accrued and unpaid
dividends at any time. The shares are
redeemable also at the option of the
Company at the same price [ollowing the
95 day conversion period.

Persons who held. or claim to have
held, approximately 90 000 common shares
of Great Canadian Oil Sands Limited
at the time of amalgamation have
demanded payment of the fair value of
their shares in respect of which they claim
to have dissented pursuant to the provi-
sions of Section 184 of the Canada Business
Corporations Act. Suncor Inc. has applied
to the court for a determination of the
persons entitled to be paid and the amount
to be paid in accordance with the Act.

12. Reclassification

Certain 1979 amounts have been reclassi-
fied to conform with the 1980 presentation.
Also see note 1(a) to the consolidated
financial statements.

13. Commitments and
contingencies

(a) The Company has undertaken an ex-
pansion of its oil sands plant at an esti-
mated cost of $185 million to add about

2 000 cubic metres to daily production
capacity. Construction commenced in 1979
and outlays to the end of 1980 were $128.1
million. The expansion is expected to be
completed in 1981 with fully expanded
production to be reached in 1982.

(b) The Company’s Board of Directors has
approved, subject to definitive engineering
and feasibility studies, a proposal to up-
grade the Sarnia refinery that would phase
production of heavy fuel oil down to a level
approximating inplant requirements at an
estimated cost of $200 million. If, after the
definitive studies. the costs of the upgrad-
ing proposal are acceptable, funds are

to be committed before September 30.
1981, and substantial completion under
normal circumstances is expected by
December 31. 1984. If the proposal were
not to proceed. the Government of Canada
has indicated that changes in its established
policy for the determination of export
charges on heavy fuel oil produced by the
Company could be implemented which
would have an adverse effect on the
Company.

(c) In March 1979 a suit was filed against
the Company and the vendor of certain

oil and gas properties which were pur-
chased by the Company in 1973. The plain-
tiff has alleged that the vendor failed to
honour a right of first refusal on the proper-
ties before completing certain transactions
leading to the sale of the properties to

the Company. The claim is for specific per-
formance of the right of first refusal or,
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in the alternative. $35 million damages. If
the plaintiff’s suit is successful. indem-
nity will be claimed against the vendor.

(d) Minimum annual rental charges under
leases for service stations, office space

and other property and equipment approxi-
mate $4.5 million.

(e) The unfunded liability for past ser-
vice costs, based on an independent actu-
arial valuation as of January 1, 1980,

and including that arising from improve-
ments made to the Company's pension plan
during 1980, is estimated at $11.2 million as
at December 31, 1980.

While the result of any litigation neces-
sarily contains an element of uncertainty,
the Company’s management presently
believes that, with respect to the above and
other known contingent liabilities, includ-
ing lawsuits, claims and guarantees, the
aggregate amount of any liability and costs
which might result would not have a
materially adverse effect on the Company’s
consolidated financial position or oper-
ating results.



14. National Energy Program

(a) Prices for synthetic crude oil
production

Commencing April 4, 1979 the Company
received the world price for its entire
synthetic crude oil production as part
of an arrangement with the Government of
Canada under which the Company under-
took to expand its oil sands plant. On
October 28, 1980 the National Energy
Program (“NEP”) of the Government of
Canada stated that production from the
Company’s existing oil sands plant would
receive the conventional crude oil price,
and expanded production would be en-
titled to the oil sands reference price.
Accordingly, from November 7, 1980, the
Company has received the conventional
crude oil price for revenues from its entire
synthetic crude oil production. Under the
NEP the oil sands reference price was
$38.00 per barrel as of January 1, 1981 at
which time the conventional crude oil
price was $17.75 per barrel.

If the Company had received only the
conventional crude oil price since Jan-
uary 1, 1980 its earnings for the year
ended December 31, 1980 (adjusted for
related changes in royalties and income
taxes), would have been $136.4 million
compared with actual earnings of $306.4
million.

The Company has requested the Govern-
ment of Canada to reconsider pricing of
its synthetic crude oil production. The
outcome of these representations is not
known at the present time.

(b) Petroleum and gas revenue tax

The NEP proposed an 8% tax as of
January 1, 1981 on net operating revenues
from the production of crude oil (including
synthetic crude oil) and natural gas. The

tax is not deductible for federal or provin-
cial income tax purposes.

If the 8% petroleum and gas revenue
tax had been in effect since January 1, 1980,
and if the Company had received only the
conventional crude oil price as described
in (a) above, its earnings for the year ended
December 31, 1980 (adjusted for related
changes in royalties and income taxes),
would have been approximately $119
million compared with actual earnings of
$306.4 million.

The NEP contains several other proposals
including those for pricing of conventional
crude oil and natural gas; new taxes on
natural gas sales; increasing the Canadian
ownership of the oil and gas industry; the
establishment without compensation of a
25% interest in federal frontier lands for the
Government of Canada: the phasing

down of earned depletion allowances; and
the establishment of a new petroleum
incentives program.

Legislation to implement the NEP has
not yet been enacted by the Parliament of
Canada and the proposals may be revised in
the legislative process. In addition, the
governments of certain provinces have
disagreed with some of the proposals
in the NEP.

)
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Qual'terly Summary (tunaudited)

(dollars in millions. except per share amounts)

'l H 1
Financial data For the quarter ended ' Total ' Forthe quarter ended Total
year year
Mar 31 June 30 Sept30 Dec31 1980 Mar31 June30 Sept30 Dec3l 1979
1 1 1 1 I 1 | 1 1 1
Revenues $291.3 $325.0 $333.9 $309.2 $1,2594 5_17_3_5} $187.6 $218.3 652853 §865.1
Segment operating profits
Exploration, production and
resources development 11.7 5.4 8.5 9.3 349 8.7 8.8 6.1 11.5 35:1
Oil sands 80.4 92.6 91.2 32.2 296.4 11.9 14.6 38.2 738 138.5
Refining, petrochemicals and marketing SRGIE 29.1 25.2 115.5 10.2 13.9 252 34.7 84.0

§125.7 $1256 $128.8 566.7 $4468 § 308 $ 373 & 695 51200 $257.6

Earnings before extraordinary gains 87.3 87.4 80.7 51.0 306.4 18.8 223 50.2 78.5 169.8
Extraordinary gains — = — = Sl — s 3 — Sl
Earnings for the period $ 873 §$ 874 § 807 $ 510 $3064 § 188 § 223 S 533 § 785 1729
Funds from operations $1205 $1024 $ 958 S 99.3 §4180 § 395 S 448 S5 765 § 926 $252.4
Earnings before extraordinary gains
per common share $ 166 $ 167 $ 153 $ 097 $ 583 5035 $043 5096 $ 1.50 § 324
. e
()peratmg data For the quarter ended Y Total For the quarter ended ' Total
year year
Mar31 June30 Sept30 Dec31 1980 Mar31 June30 Sept30 Dec31 1979
1 1 1 1 1 1 1 1 1 |
Gross production
Conventional crude oil and
natural gas liquids (a) 27 2.6 2.7 23 26 26 26 26 29 2.7
Svnthetic crude oil (a) 72 8.4 7.6 6.4 7.4 7.4 5.0 A 8.9 6.8
Giross natural gas sales (b) 24 1:3 1.6 1.5 1.7 2.5 1.9 1.0 1.6 1.8
Sales of refined products (a) 11.9 10.8 11.9 12.0 11.6 1216 11.2 1.1 12.3 11.8

(a) thousands of cubic metres per day
(b) millions of cubic metres per day
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Financial Five Year Summary wnudica

(dollars in millions except for ratios)

ZUNCOr..

1980 1979 1978 1977 1976
1 =1 ] 1 1
Revenues §.0.289:4. 5.5 86500 "SR EEEZh o 47580 S 055
Segment revenues
Exploration. production and
resources development 152.5 125.3 106.9 92.3 62.8
Oil sands 595.3 343.4 2101 178.7 158.3
Refining. petrochemicals and
marketing 8314 684.4 8175 438.5 3885
IR o e R e e s e i e i T Bl e e e
Segment operating profits
Exploration, production and
resources development 34.9 351 36.8 Sl igls) 18.4
Oil sands 296.4 138.56 379 26.8 24.0
Refining, petrochemicals and
marketing LD 84.0 i Ll Gk
S A6 BB 2 BB 839855 81.9 S 557
Earnings before extraordinary gains 306.4 169.8 5 7als] 36.0 235
Extraordinary gains = - 2l 3.1 643 29
Earnings for the year S5 306455 172195 % 60.2 $ 423 § 26.0
Funds from operations S Sq18.0 S5i2E2g. L S 1266 S 949 § 72.6
Purchases of properties, plant and
equipment
Exploration, production and
resources development 110.0 64.4 61.3 34.9 ikeis:
Oil sands 132.2 59.4 18:6 25.4 15:1
Refining, petrochemicals and
marketing 29.0 8.9 20.1 1.4 20.3
Corporate 0.7 0.1 — — =
S 2719 o NSdiE S 999  § sl il 9 54.9
Capital employed
Long-term debt 47.9 607 77.6 2 88.8
Deferred revenues, deferred taxes
and minority interest 278.9 191.2 138.8 107.8 83.6
Shareholders’ equity 1,102.3 797.6 6275 566.6 524.3
5 14291 510585, S NI8483:0 SN 76560 5. 6967
Number of common shares 52 245 085 52 191626 52 175200 52 175200 52 175 200
Ratios
Earnings before extraordinary gains
per common share $5.83 $3.24 Sl $0.69 50.44
Earnings per common share $5.83 $3.30 S b $0.81 $0.50
Funds from operations per
common share $8.00 $4.84 $2.41 $1.82 $1.39
Earnings as a percentage of
shareholders’ equity 32.3% 24.3% 10.2% 7.8% 5.1%
Earnings as a percentage of
capital employed 24.6% 18.2% 7.6% 5.8% 3.9%
Earnings as a percentage
of revenues 24.3% 20.0% 10.8% 8.9% 6.4%
Long-term debt as a percentage of
capital employed 3.4% 6.6% 9.2% 11.9% 12.7%
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Resources Group 1980 1979 1978 1977 1976
1 1 ISl o
Production ia)
Conventional crude oil and natural gas liquids
— aross 2.6 AT 2.5 25 25
— nef 1 1.8 1.6 1£5 1.6
Synthetic crude oil —gross 7.4 6.8 7t 7l
Natural gas sales (millions of cubic metres per day)
Gross 11 il.1e 1.8 1.9 1.4
Net et J=2 il 152 1.0
Average sales price
Conventional crude oil (dollars per cubic metre) 96 81 76 63 46
Synthetic crude oil (dallars per cubic metre) 217 137 81 69 57
Natural gas (dollars per thousand cubic metres) 82 56 47 40 31
Gross proven reserves (h)
Conventional crude oil and natural gas liquids () 10 12 12 15 16
Synthetic crude oil ¢ 56 65 67 69 72
Natural gas (billions of cubic metres) 13 14 13 16 15
Land holdings (millions of hectares)
Gross 19.6 19.7 23.9 265 265,
Net 3.3 5 6.2 6.6 6.9
Net wells completed
Exploratory  —oil 2 =2 1 L A
—gas 9 4 5 5 1
—dry 14 12 6 9 2
Development—oil 12 39 27 11 1
—gas 25 23 40 36 8
—dry 7 7 St
69 85 86 62 13
Sunoco Group 1980 1979 1978 1977 1976
1 1 1 1 1
Crude oil supply and refining
Refined for Suncor account (a) 11.8 11.8 10.6 11.9 10.3
Gross crude oil production as a percentage of crude
ail refined for Suncor account 84% 79% 89% 80% 97%
Processed at Suncor refinery (a) 12.4 12.2 j i 3 122 12.3
Utilization of refining capacity 86% 85% 77% 85% 91%
Sales of refined products (1)
Gasolines 4.6 4.3 4.0 4.0 S
Middle distillates 2.8 2.9 2.6 25 2.6
Heavy fuel oil 26 3.0 3.4 3.4 515
Petrochemicals 15 1.1 0.8 0.6 0.2
Lubes, greases. specialty oils and other 0.5 OB S UEED S R015 0.5
11.6 11.8 11.4 11.0 105
Service stations (number at year-end) 920 950 990 1 040 1140
Suncor employees (number at yearend) 4620 4310 4130 4000 3900

(a) Thousands of cubic metres per day.

(h Reserve estimates for 19580 1979 and 1978 were prepared by independent consultants. Estimates for 1977 and

1976 were prepared by the Company.
Millions of cubic metres.

£

+
o



Board of Directors

Gerald H.D. Hobbs

Suncor has eleven directors., eight of
them Canadians and five of these
independent. outside directors having
no other association with the Com-
pany orits parent.

The Board operates by a detailed.
written job description. Besides outlin-
ing the Board's goals and duties, this
job description provides for indepen-
dence of action well beyond the norm
for subsidiary companies.

There are three standing commit-
tees of the Board: Audit: Board Policy
and Nominating: and Human Resour-
ces and Compensation. Each commit-
tee is chaired by an outside director.
The Audit Committee has a majority
of outside directors.

Two new directors were appointed
in 1980 — Gerald Hobbs and Guy Saint-
Pierre. Their biographies follow,
Newton Hughes, Chairman of our Au-
dit Committee, resigned. Mr, Hughes’
counsel was considered most valuable

in formulating the direction of our new

Company. We acknowledge his contri-
bution with deep gratitude.

Guy Saini-Plerre
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Gerald H.D. Hobbs

New Director

Gerald Hobbs is a director of such
companies as the Bank of Nova Scotia.
MacMillan Bloedel Limited, Okanagan
Helicopters. British Columbia Tele-
phone Company and a governor of the
University of British Columbia. He was
formerly Chairman of Cominco Lid.
He is a member of Suncor’s Board
Policy and Nominating Committee
where he contributes broad experience
in the management of large
companics.

Guy Saint-Pierre

New Director

Guy Saint-Pierre is President and
Chiel Exccutive Officer of Ogilvie
Mills Ltd. and Senior Vice- President of
John Labatt Limited. Formerly Min-
ister of Education and later Minister
of Industry and Commerce in the
Quebec government. Mr. Saint-Pierre
is currently a director of a number

of other major companies and the
Clinical Research Institute of
Montreal. He is a member of the
Suncor Board's Human Resources and
Compensation Committee.



Glossary of Terms

Bitumen: extremely tarry form ol oil that
coats individual particles of sand in ore
body: extracted from ore and upgraded
(freed ol impurities) to the form of syn-
thetic erude oil.

Bucketwheel: a major piece of equipment
used to scoop oil-bearing sands from the
mine lace.

Coke: by-product of heating bitumen to
S00 degrees Celsius: a fuel used in the
power plant.

Conventional crude oil: oil and natural gas
liguids. including condensate, produced at
the wellhead or extracted on surfuce by
ordinary production methods.

Distillate hyvdrocracking: un cflicient. rela-
tively low-temperature refining process
using hydrogen and a catalyst to convert
middle-hoiling material to high-octane
gasoline. reformer charge stock. jet fuel
and ‘or high-grade luel oil.

Downstream: manulactures. distributes and
markets refined produets from crude oil.
Drillship: a ship which has a hull fitted with
adrilling rig capable of drilling in deep
water. May be sell-propelled. Some carry
all supplies and equipment needed to drill
and complete a well.

Drillstem test: a test performed during the
drilling of a well to determine il hydrocar-
hon-bearing zones have been encountered.
Dry hole: an exploration or development
well incapable of producing hydrocarbons
economically.

Electrostatic precipitators (ESPs): elec-
trically-charged screens that attract and
remove particulates from emissions.
Farmout: an agreement whereby the owner
ol a lease permits another operator 1o earn
an interest in the lease by carrving out
certain work. From the other operator’s
point of view. this same agreement is a
farmin.

Gross production/reserves: Suncor's inter-
st before deducting Crown royalties. free-
hold and overriding rovalty interests and
provincial mineral 1axes on production.
Gross wells/land holdings: the total in
which Suncor has an interest.

Heavy oil: crude oil which is more viscous.
or thicker. than normal crudes and there-
fore does not flow as freely.
Hydrocarbons: organic chemical com-
pounds of hvdrogen and carbon atoms
which form the basis of all petroleum
products, May exist as gases. liquids or
solids.

In situ oil sands production: separation of
oil from the sand within the ore bodyv itself

and inducing the oil to fTow so that it can
be pumped to the surface.

Natural gas liquids: hvdrocarbons found in
natural gas which may be extracted or
isolated as a liquid at standard tempera-
tures and pressures.

Net production/reserves: Suncor's working
interest alter deducting Crown royalties
and freehold and overriding royalty
interests.

Net wells/land holdings: Suncor’s interest
after deducting interests of partners.
Overburden: material overlving oil sand
which must be removed before sand can be
mined: consists of muskeg (organic soil).
elacial deposits and sand.

Proven reserves: hydrocarbons which have
been discovered and determined 1o be
economically recoverable but are still in
the ground.

Reservoir: a body ol porous rock contain-
ing an accumulation of water. crude oil or
nuatural gas.

Restricted choke flow: a wellhead device
which is used to control flow from the well.
Royalty: u percentage of production which
an oil company pays to the owner of the
mineral rights. Owner may be provincial or
federal governments or a freehold or lease
OWner.

Seismic: a geophysical technique which
helps to determine the oil and gas potential
of an area.

Spud: to start drilling a well.

Synthetic crude: the blend of desulphur-
ized naphtha. kerosene and gas oil that is

made from the hydrocarbons resulting
from the thermal cracking of bitumen.
Tailings: mixture of sand. water and clay
remaining after bitumen has been remaoved
from the ore: stored in a diked-in pond.
Thermal cracking: refining process which
uses heat and pressure to break the large
hvdrocarbon molecules found in bitumen
into smaller hydrocarbon molecules and
coke.
Throughput: the quantity of material pro-
cessed within a given period of time.
Turnaround: « maintenance project con-
ducted in refineries and oil sands plants
during which production equipment is shut
down, repaired or overhauled and returned
Lo Operation.
Upstream: explores for, develops and pro-
duces crude ail and natural gas: develops
and produces synthetic crude and heavy il
from the oil sands: pursues coal, uranium
and mineral activities.
Wells:
completed: a well having a definite
status — gras, oil or dry.
delineation: a well drilled in close prox-
imity to an oil or gas well to help
determine the limits of the reservoir.
development: a well drilled with the
expectation of producing from known-
productive oil or gas reservoir.
exploratory: a well drilled in unproven
or semi-proven territory 1o find commer-
cial deposits of crude oil or natural gas in
a4 NEW reservoir.

s ———————————— - SR

Metric conversion guide

Crude oil. refined products, etc.

Natural gas

Land holdings

I m'(cubic metre) = approx. 6.29 barrels
I m* (cubic metre) = approx. 35.49 cubic feet

I hectare = approx. 2.47 acres



Corporate Office

Suncor’s corporate office spearheads
and coordinates a number of key
arcas: corporate, long-range strategic
planning and socioeconomic issues
analysis; financial and accounting con-
trols. insurance, taxation and treasury
administration: investor relations and
external financial reporting: technol-
ogy. research and development and
environmental affairs: legal affairs,
human resources, government rela-
tions. internal communication and
public affairs. Responsibility for many
of these functions is shared with the
operating groups.

During 1980, the most important
task was to put in place the staff and
systems necessary to direct and control
the much larger and more complex
company resulting from the amalga-
mation which formed Suncor in 1979,
Actions taken included complete re-
writing of corporate policy governing
standards of business conduct, human
resources and the environment: an
upgrading and expansion of the Con-
troller’s Department: and appointment
of a Director of Legal Affairs. Pre-
viously, all corporate and Sunoco

Group legal work had been handled by
outside counsel. New, Company-
wide administrative svstems such as em-
ployee performance planning and
review were implemented. We also
tested “vertical sensing™ in 1980 —a
communication process designed to
improve upward flow of information
and encourage employees at all levels
to speak up. The initial tests were
successfully conducted in the Sunoco
Group and more are planned in 1981.

To commemorate Alberta’s 75th
anniversary as a province, Suncor
presented an exhibition of “Great
Albertans™ honouring some of the
people who contributed to its develop-
ment. For the exhibit, Suncor commis-
sioned from Calgary artist Don Inman
15 portraits set in six-foot lighted
pancls. The exhibition toured 10 com-
munities before being donated to the
Alberta Art Foundation.

As a new public Company. financial
reporting and investor relations were
also highlighted. Suncor’s first annual

“report won first prize among oil com-

panies and second prize overall in the
prestigious Financial Post contest as

Part of the display of original art conimissioned
by Suncor to commemovrate gieat Alhertans
during the provinece's 75th anniversary.
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well as second prize in Oilweek's
annual competition. One major reason
for these successes was the degree of
disclosure —a priority established prior
to amalgamation.

Another major task was to prepare
Suncor for a large distribution of
common shares to the Canadian pub-
lic. A prospectus was prepared and
underwriters were selected. However.
the public issue was held back pending
a new pricing formula for synthetic
crude oil which became necessary
when. on March 28, 1980. the federal
government announced its intention 1o
reconsider its world price agreement
with Suncor. A new pricing policy was
released as part ol the new National
Energy Program on October 28, but as
discussed in the President’s Report.
the price unilaterally imposed upon
Suncor was far too low. thus further
delaying our plans to increase Cana-
dian ownership of Suncor. Subsequent
negotiations concerning the National
Energy Program became a top priority
for our Company.




Corporate Directory

Offices

Corporate Office

20 Eglinton Avenue West
Toronto. Ontario M4R 1K8
Telephone (4161 485-25(X)

Sunoco Group

Sh Wellesley Street West
[oronto. Ontario M5S 254
Telephone (41609244111

Resources Group

Fxploration. Production

& Resources Development Divisions
500-4th Avenue S.W.

P.O. Box 38

Calgary, Alberta T2P 2V5
Telephone (403) 269-8100

Resources Group

0Oil Sands Division
10123-99th Street
Edmonton. Alberta T5J 3HY
Telephone (403) 421-2115

Subsidiary Companies
Albersun Pipeline Lud.

Calgary. Alberta
Natvial gas pipeline operator

Athabasca Realty Company Limited
Fort MeMurray and Edmonton, Alberta
Emplovee housing

Baron Petroleums Inc.
Toronto. Ontario
Rerail sasoline distriburor

Gow Fuels Inc.
Hull, Quebec
Heating od and gasoline distributor

Mavwelle Properties Lid.
Toronto, Ontario
Keal estate developer

Ouimet-Gobeille Inc.
Montreal. Quebec
Heating oil and gasoline distributor

SMS Petroleums Lid.
[oronto. Ontario
Retail gasoline distributor

Sun-Canadian Pipe Line Company Limited
Wauterdown, Ontario

Petroleum products pipeline operator

i sonthern Ontario (35% awned)

Suncor Supply Limited
Fort MeMurray and Edmonton, Alberta
Provision of materials and supplies

Sun Explorations of Quebec Lud.
Calgary, Alberta
Exploration in Quebec

Sunoco Home Comfort Inc.
Toronto. Ontario

Heating oil and gasoline distributor
with various divisions in Oniario

Sunoco Inc.

(including Sunchem division)
Toronto. Ontario
Manutacturer/marketer of petroleum
and petrochemical products

Chemsun Inc.

Toronto, Ontario

Marketer of petrochemical products
Sunchem Shipping Inc.

Toronto. Ontario

Marine transportaiion

Directors

Max B. E. Clarkson, Toronto
Professor

Faculty of Management Studies
University of Toronto

Ross A Hennigar, Toronto

Gordon E. Hillhouse. Radnor, Pa.
Executive Vice-President

Sun Company. Inc.

Gerald H.D. Hobbs. Vancouver
Private Investor & Corporate Director
Ardagh S. Kingsmill, Q.C., Toronto
Partner, Tilley, Carson & Findlay
Michael M. Koerner. Toronto
President, Canada Overseas
Investments Limited

Robert McClements. Ir.. Radnor, Pa,
Executive Vice-President

Sun Company, Inc.

Dudley M. McGeer. Toronto

John P. Neafsey. Radnor, Pa.

Senior Vice-President, Finance

Sun Company, Inc.

John E. Poole. Edmonton
Corporate Director

J. A, Guy Saint-Pierre, Montreal
President & Chief Executive Officer
Ogilvie Mills Ltd.

Principal Officers

R. A. Hennigar, President and
Chiel Executive Officer

S. A. Cowtan, Executive Vice-President,

Sunoco Group
W. R. Loar. Executive Vice-President.
Resources Group
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D. M. McGeer, Senior Vice-President,
Administration and Chief Financial
Officer

F. A. Bain, Vice-President, Technology

C. K. Boland. Vice-President. Human
Resources and Corporate Affairs

P. M. Bradbury, Vice-President.
Controller, Resources Group

G. H. Brereton. Vice-President.
Refining. Sunoco Group

1.5, Camp. Vice-President, Oil Sands
Division, Resources Group

H. B. Maxwell. Vice-President.
Government Affairs

W. L. Oliver, Vice-President,
Administration, Resources Group

D. A. Smith. Vice-President,
Exploration Division, Resources Group

W. N. Turner. Vice-President.
Production Division, Resources Group

A.S. Kingsmill, Q.C., Secretary

A AL L. Wright, Treasurer and
Assistant Secretary

Majority Shareholder

Sun Company. Inc.

Radnor. Pennsylvania

{owning Y9.87% of common shares)

Stock Exchange Listings

The Suncor Preferred Shares Series A are
listed on the Toronto and Alberta Stock
Exchanges.

Transfer Agent and Registrar
The Canada Trust Company

110 Yonge St.. Toronto.

Ontario MAC I T4

800 Dorchester Blvd. W., Montreal.
Quebee H3B 3L3

10150-100th St.. Edmonton,
Alberta T5J0OPGO

S053-3rd Ave. S.W., Calgary.
Alberta T2P 3E6

Investor Information

Information to assist the investor in evalu-
ating the Company’s operations and
results. including additional copies of this
annual report or the annual report on
Form 10-K filed with the Securities and
Exchange Commission may be obtained
from the Manager. Investor Relations.
Suncor Inc. at 20 Eglinton Avenue West,
Toronto. Ontario M4R TKHK.








