A= CEpTRE RESOURCES LIMITED

? Annual Report 1982




Sceptre Resources Limited

“

ganized in 1976 and is today one of Canada’s major independ-

ent oil and gas exploration and production companies. Through
a combination of acquisitions and internal expansion, the Com-
pany now has an interest in approximately 3,000 crude oil and
natural gas wells capable of production. Most of Sceptre’s produc-
tion is presently generated from its significant reserve base in
western Canada. The Company also has a growing production
base in the United States, has reserves in the Canadian Arctic
Islands and holds interests in two shut-in natural gas wells in the
Netherlands Sector of the North Sea.

S ceptre Resources Limited, based in Calgary, Alberta, was or-

At year end, Sceptre had one of the largest exploratory land
positions of any Canadian independent company. Totalling over
seven million net acres, this acreage, together with a staff of approxi-
mately 170 technical and support specialists, is the foundation of
Sceptre’s active search for new reserves in North America, Abu
Dhabi, Indonesia and the North Sea.

Sceptre also holds an approximate 41 percent equity interest in
Candecca Resources PLC, a public company which has built up a
substantial portfolio of exploration and production licences on-
shore the United Kingdom.

Sceptre Resources Limited common shares, which are registered
in the names of 8,835 shareholders, are listed on the Toronto and
Montreal stock exchanges and dealings are permitted on The
Stock Exchange, London, England. They are also quoted in the
United States on NASDAQ. The Company’s 7 percent convertible
preferred shares are also listed on the Toronto and Montreal
exchanges.
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SUMMARY OF RESULTS

Operating

Financial

(in thousands of
dollars except
for share data)

1982

Production (actual)

Crude Oil and Condensate, daily barrels............ 2,028

RasmalbGas dailyMMcE . ... ... e 21.9
Production (pro forma) (1)

Crude Oil and Condensate, daily barrels............ 3,225

NABTAGAR rdaly MIMECE et o s Sl e e 51.3
Productive Wells @)

(Hpes oI BMERE & e B S L o s S e 2,967

T S m o e T e S R S R RO S 569
Undeveloped Acreage Holdings (net) 2)

T s I o o e b s R s P e 895,000

R 0 S B i 6 B i B i o e AL S 397,000

e A E oY ot B b L e s, e 6,057,000

1982

Tl T e e e Sy S RISl $ 29,758
Net Loss Applicable to Common Shares 3)............ $ (20,303)
Net Eoas Per Conmmon SHame o/ i o vauave on i $ (1.52)
EundsiGenerated from M OPerations .. . . ..o v« coiaeos P =205
Funds Generated Per Common Share ................ $ 0.49
GapipliExpenditiresidl, =t 0 L L i $ 53,103
T o i o s el s e ne L L OB~ WL s $ 372,317
Shareliolders” EQUILY . ... vhivnnn s v eviin o vamsine o s $ 109,451
Common Shares Outstanding at Year End ............ 17,443
Registered Common Shareholders ................... 8,800

1981

159
b7

(o]

59
5./

412
81

391,000
338,000
1,728,000

1981
$ 12,856
$ (2,308)
$  (0.47)
$ 5878
$ 063
52,829
$ 142,465
$ 88,719

10,253

2,600

i

(1) Reflects the production results for 1982, on a pro forma basis, had Francana Oil & Gas Ltd. and Willowdale

Resources (1981) Ltd. been acquired on January 1, 1982,
(2) Includes Willowdale, acquired on January 27, 1983,

(3) Includes the write-off of non-productive foreign exploration offshore Germany and onshore Portugal together

with a write-down of the Company's U.S. oil and gas properties, totalling $18.3 million in 1982.

(4) Excludes the cost of acquisitions or business combinations.




Sceptre Resources Limited

Report to the Shareholders

Nineteen eighty-two was a year of transition and reappraisal for
Sceptre Resources Limited. The deep recession in Canada and
throughout the world resulted in reduced demand for oil and
natural gas. High interest rates impacted adversely on financial
results. Declining prices for hydrocarbons diminished investors’
confidence in the oil and gas industry. As a result, your Company
was unable to achieve all the corporate objectives formulated by
management during the year. In particular, we were unsuccessful
in our efforts to dispose of our holdings in Candecca Resources
PLC and thus were unable to reduce corporate indebtedness.

Nevertheless, the past year was also a year of significant accom-
plishment. As reported to you in last year’s Annual Report, on
May 14, 1982 Sceptre acquired the Canadian assets of Francana
Oil & Gas Lid. By this purchase Sceptre realized its primary corporate
objective, which was to secure a stable, long-term source of cash
flow to finance its future capital spending programs. Subsequent
to year-end, the Company’s reserve base and future revenue stream
were further strengthened by the acquisition of Willowdale Resources
(1981) Ltd., a closely-held public Canadian company with producing
properties primarily located in Alberta. This company was acquired
on favorable terms and is expected to contribute significant cash
flow to fund operations in 1983 and subsequent years. As a result
R. A. Gusella. of these acquisitions, and after allowance for a reduction in the
forecast price profile for oil and gas, independent consultants
estimate your Company will be capable of generating net revenues
of $2 billion over the life of its properties. Your Company plans to
examine similar acquisition opportunities in the future.

Another corporate objective enunciated to sharcholders at last
year's Annual Meeting was to concentrate our international activity
in three main areas, namely the Middle East, Indonesia and selected
areas of the North Sea. These regions were chosen for a variety of
reasons. All are established hydrocarbon-bearing areas with the
potential for yielding discoveries which can impact markedly on
the Company’s reserve base and underlying value. The areas offer
reasonable political stability and fiscal regimes which enable operators
to realize attractive returns on investment upon success. To
complement established holdings in Abu Dhabi and in the Dutch
sector of the North Sea, yvour Company was successful in acquiring
an interest in production sharing contracts with Pertamina covering
two blocks in the Northwest Java Sea, Indonesia. The blocks are
contiguous and cover approximately 7.7 million acres. The area is
in close proximity to the Arjuna Basin, where a consortium headed
by Atlantic Richfield has established significant hydrocarbon reserves
and produced approximately 130,000 barrels of oil per day in
1981. This level of production is reportedly scheduled to increase
to approximately 200,000 barrels of oil per day in 1983. Seismic
programs are underway on these concession areas with a view to
initiating a multi-well drilling program in early 1984.




In Canada, the Company’s objective was to concentrate activity on
processing our large acreage base by emphasizing the deployment
of corporate funds on low-risk prospects which could contribute
near-term cash flow. This primarily entailed drilling for new oil
and maintaining and expanding the productive capacity of natural
gas properties subject to long-term sales contracts, while farming
out higher risk plays to industry partners. This resulted in significant
new oil discoveries at Crystal and Taber in Alberta and at Colgate
and Viewfield in Saskatchewan. In addition, a total of over 40
wells were drilled for the Company by industry partners at no
direct cost.

During 1982, the Company continued its program of land acquisition
and drilling in the United States. The Company participated in a
significant crude oil discovery in the Williston Basin and in two
natural gas/condensate discoveries in Texas. Subsequent to year-
end, Sceptre was successful in terminating the Gulf Coast Joint
Venture in which it was a participant and in April 1983 announced
that a plan to combine the U.S. business affairs of Sceptre with
those of its affiliate, S & K Petroleum Ltd., had been approved in
principle by the Boards of Directors of the two companies. If
approved by the shareholders of S & K, Sceptre’s exposure to the
U.S. oil and gas industry will be by way of a substantial equity
interest in a new U.S.-based public company which will be well-
financed and poised to capitalize on opportunities during the
mid-1980’s.

Outlook for the mid-1980’s

The short-term outlook for the Canadian oil and gas industry is
not promising. The uncertainty is due to the weakness of North
American and world economies which has translated into low
levels of demand for oil and natural gas. As a result, prices have
been under considerable downward pressure. This situation is, in
our judgment, likely to prevail until mid-to-late 1985. The
unseasonably warm 1982-83 winter also contributed to the disarray
which currently characterizes North American markets for natural
gas. It is expected this will result in underutilization of productive
capacity for the next one to two years.

In response to the circumstances of the day, your Company has
responded in a variety of ways. Senior management changes have
been instituted. Overhead has been cut through a combination of
staff reduction and salary decreases for senior management. Capital
spending plans have been reduced to ensure the Company’s financial
viability. Non-recurring writeoffs which do not impair future cash
flow were recorded and unsuccessful drilling in Portugal and
Germany was written off. The equity base of the Company has
been strengthened through the issuance of common and preferred
shares since year-end.




Sceptre Resources Limited

Specific objectives for the ensuing two years are as follows:
1. Maintain an alignment of capital spending and available cash
flow.

2. Maintain control of overhead and examine other cost-cutting
alternatives.

(&5

Reduce corporate indebtedness.
Achieve the rationalization of the Company’s U.S. operations.

Concentrate capital spending on projects which can result in
either a replacement of reserves with near-term cash flow
potential or the addition of significant new reserves to finance
the continued growth of the Company in the 1980s.

During 1983, it is anticipated that, as our corporate objectives are
achieved, Sceptre will be perceived as a well-financed, independent
Canadian oil company with a significant reserve and acreage base
in Canada, high potential exposure in key international regions
such as Abu Dhabi and Indonesia, and significant equity stakes in
public companies active onshore the United Kingdom and in the
United States. Our present plan is to maintain these equity holdings
for their growth potential. Over the longer term these equity
investments could be converted to cash to finance other corporate
activities, should sufficiently attractive opportunities arise.

Your Company holds an attractive inventory of new prospects.
More importantly, it has substantial oil and natural gas productive
capacity (under contract, in the case of natural gas) which is not
currently being utilized because of market constraints. As the North
American economy emerges from the recession, your Company is
well-positioned for a significant improvement in operating and
financial results in subsequent years.

Success in these troubled times cannot be accomplished without
the continued support of shareholders and the cooperation of the
Company’s employees. We would also like to thank the other
members of the Board for their consistent efforts on behalf of the
shareholders.

Respectfully Submitted
A. A. Mackenzie
Chairman

R. A. Gusella
President and
Chief Executive Officer

May 18, 1983




Sceptre Resources Limited

Report on Exploration and Development Activities
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Sceptre participated directly in a total of 86 wells
during 1982 of which 65 were drilled in western

Canada, 17 in the United States and four

internationally. Drilling in Canada resulted in 24 oil
wells, 28 natural gas wells and 13 dry or suspended
wells. In the United States, three wells were completed
as oil wells, six as natural gas wells and eight were dry
or suspended. Two wells were also abandoned in the
German sector of the North Sea, one in the
Netherlands sector of the North Sea and one in Abu

Dhabi.

The Company also had interests in an additional 42
farmout wells drilled at no cost to the Company. On a
combined basis, the farmout wells yielded 14 oil wells,
12 natural gas wells and 16 dry or suspended wells.

1982 DRILLING ACTIVITY
(Participation Wells Only)

Exploratory Wells

Canada 1 o g

United States Oil ..o

and International Gas ..............
Dry/Suspended . . ..
Total .............

Development

Wells

Canada |
GaS: . & oo o wswn w5
Dry/Suspended

United States T
GRash & o ses oo @ 2 v

Dry/Suspended . . ..

Total .............
TOTAL WELLS

Gross

10

12

9

44
86

1982
Net

0.8
0.0

252
3.0
12:3




Sceptre Resources Limited

CONSOLIDATED HOLDINGS OF UNDEVELOPED LAND

December 31, 1982
(thousands of acres)

Petroleum Concessions
and Natural Permits, Licences,
Gas Leases and Reservations Total
Gross Net Gross Net Gross Net
Acres Acres Acres Acres Acres Acres
Canada (1)
ANDETEAS van Sams w00 5 555 6o & e 5ah 5 T8 2% § SAG e cvmasns Siese stess s v 1,621 586 169 60 1,789 646
Bl o b onm onvms s 5 o v 5 onis SR T SE 0T © SO SR DL SRS el iR 411 69 42 6 453 75
SaskatchewWan . s = cow wms 5 s s v s 055% © Q0E J6R SEETEIOE S 5 5 202 106 38 13 240 119
Manitoba . ... ... 21 12 — — 21 12
Eastcoast Offshore ... . — — 80 19 80 19
NWT, Beaufort Sea, Arctic Islands . ......... ... .. ... .. ... = — 306 24 306 24

D

2,255 773 635 122 2,889 895

United States

Williston Basin .. ... ... 248 98 — o 248 98
Rocky Mountain REgOn ... . cus v v s wiee waves s ssase viass o o v 512 95 — — 512 95
Michigan Basin ... . ... 172 33 — — 172 33
Gulf Coast, Onshore. . ... ... .. . 31 16 — — 81 16
Other reglons. .. ... i e 683 155 —_ = 683 155
1,696 397 — — 1,696 397

International
Abu Dhabi, U A E. ... — — 1,945 486 1,945 486
Indonesia . ... ... . — — 7,665 5,204 7,665 5,204
Germany, North Sea ....... ... ... .. ... ... .. ... ...... — — 2,560 66 2,560 66
Netherlands, North Sea........ ... ... .. .. .. . .. .. . .. ... ... —_ — 227 13 o 13
Philippines . ... ... .. — == 3,583 269 3,583 269
Republiciof Irelaind , OMShOre : cox o on vom 555 0 155 20 2 wm sem mmee — — 214 19 214 19
— — 16,194 6,057 16,194 6,057
THDTALL, voie v oo o wsiee o sevit s0sns o st & s1oss smage = ssis siate o see mcieie oot 3,951 1,170 16,829 6,179 20,779 7,349

(1) The Company also holds royalty and other interests in an additional 1,071,000 gross undeveloped acres in Canada of which 879,000 acres are
situated in the frontier regions.

Bob Won — Chief Geophysicist, Exploration; Gord Johnston — Vice
President, Land and Contracts and Gary Freeman — Vice President,
Domestic Exploration.




CANADA

Southern Alberta Region

During 1982, Sceptre’s exploration and development
activities were primarily conducted in Alberta and
Saskatchewan. Contributing in great measure to the
ongoing activity in these provinces is the Company’s
significant holding of wildcat and semi-proven acrcage
which totalled 2.9 million gross (895,000 net) acres at
vear end.

Southern Alberta Region

During 1982, Sceptre maintained a cautious exploratory
program within this oil-prone area of Alberta with the
main emphasis on finding oil that qualifies for the New
Oil Reference Price (NORP). In this region, where the
Company holds 92,296 gross (26,324 net) acres, 78
miles of geophysical data were acquired and five wells
were drilled during the year, resulting in two significant
oil discoveries.

At Taber, where the Company holds a 25 - 45 percent
interest in 14,997 acres, the POR et al Taber N.
13-36-10-16 W4M well was drilled in November 1982
and encountered a thick oil-bearing Glauconite sand.
Production from this well is currently averaging 250
barrels of oil per day (113 barrels per day net to
Sceptre). A total of four productive wells have been
drilled on the property to December 31, 1982,
producing at a combined rate of 620 barrels of oil per
day (280 barrels per day net to Sceptre). Subsequent
to year end, two additional oil wells were drilled at
Taber, and a minimum of four additional locations
are planned for 1983,

At Lake Newell, where Sceptre holds a 25 - 50 percent
interest in 3,200 acres, a Glauconite oil discovery was
drilled through farmout at no cost to the Company.
The PCP et al Johnson 6-30-16-14 W4M, in which
Sceptre holds a 25 percent interest after payout,
encountered a thick channel sand and has averaged 140
barrels of oil per day since commencement of
production in early 1983. Subsequent to the year end,
three additional wells were drilled on this property,
also at no cost to Sceptre, resulting in one oil well and
two dry and abandoned wells. The Company
anticipates a minimum of three additional wells will be
drilled at Lake Newell prior to year end 1983.

The Company plans to accelerate its activity within this
region by participating in a number of additional wells
in 1983,
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Crystal (Hoadley)

North-Central Alberta Region
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Crystal (Hoadley), Alberta

The Company currently holds interests ranging from
33"/ percent to 50 percent in 9,600 acres in this
oil-prone area of central Alberta. Six Viking channel
sand NORP oil wells, including two drilled subsequent
to the year end, have been drilled since October 1982
and are currently producing high-quality crude oil
(42° gravity) at a combined rate of 570 barrels per day
(270 barrels per day net to Sceptre).

Development in the area has been rapid and all wells
are presently producing from temporary production
facilities. Central battery and production flow lines are
presently under construction to service all six wells in
which Sceptre has an interest. A pipeline connection to
the Pembina Pipeline system is expected to be
completed by the early summer of 1983.

It 1s anticipated that the ultimate recovery ftactor, as
well as the daily production rate on the wells drilled to
date, can be increased significantly through the
implementation of a secondary recovery scheme.
Additonally, further development well locations on
Sceptre acreage may be proposed depending upon
production performance as well as the results of
industry activity in the region.

Bob Guedo — Senior Exploration Geologist.
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North-Central Alberta Region

A high level of activity was maintained during 1982 in
the north-central area of Alberta where Sceptre holds
an exploratory acreage position of 57,280 gross (15,006
net) acres. Over 50 wildcat and development locations
were drilled by the industry in 1982 within the area
shown on the accompanying map with many of the
wells categorized as tight holes. Sceptre participated in
11 wells within this region, resulting in seven NORP
oil wells, one gas well and three abandonments. A
similar level of activity is planned during 1983, The
Company has participated in the acquisition and
shooting of 119 miles of seismic data in an etfort to
upgrade wildcat acreage to drillable prospect status.




East-Central Alberta Region
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East-Central Alberta Region

Approximately 40 percent of Sceptre’s natural gas
production is now generated within the general
east-central Alberta region, which includes Wintering
Hills, Stanmore, Drumbheller-Rowley and Cessford.
The Company also owns an interest in seven gas plants
or major compression facilities in the area. The region
is also prospective for NORP oil.

During 1982, Sceptre participated in a total of 18 wells
within this multiple pay potential area. This drilling
resulted in 11 development gas wells and five oil wells.

The gas wells were primarily drilled to maintain
contract rates in the area. A minimum of four
additional development wells are planned for 1983.

At Wintering Hills, Willowdale’s share of production

in 1982 was 12.6 million cubic feet (MMcf) per day with
195 barrels per day of associated natural gas liquids.
Willowdale participated in one well during 1982 on this
property, resulting in an oil well. Development
opportunities in this area may result in additional wells

being drilled in 1983.




Sceptre Resources Limited

In the Stanmore region, three wells were drilled during
1982, resulting in one gas well and one oil well. In
1982 Sceptre produced 4.5 MMcf per day of natural
gas at Stanmore and operates the natural gas
processing plant in the area.

Two natural gas wells at Drumheller-Rowley
commenced production in April 1983 adding to the six
wells which were placed on production in late 1981.
These eight wells are subject to a TCPL contract and
are currently producing at a combined rate of
approximately one MMcf per day net to Sceptre.

The Company was also active in the Delia area during
the year and drilling resulted in two oil wells and two
natural gas wells. [hlet‘ of the wells were dnlled at no
direct cost to Sceptre. Further development drilling is
anticipated in 1983, All natural gas is subject 1o an
area contract with TCPL.

At Arrowwood, Sceptre is participating in the tie-in of
three additional wells which will add approximately
500 Mct per day of net production beginning in April
1983. The te-in and commencement of production
from four additional non-unit wells contracted to Pan
Alberta at a rate of 2,240 Mcf per day (780 Mct per
day net to Sceptre) is expected by May 1983, Additional
well tie-ins to optimize production from this area are
under consideraton.

Birch Wavy, Alberta Contract Region

Approximately 25 percent of Sceptre’s natural gas
production is derived from this region of Alberta
which is located east of Edmonton. All reserves
developed within the boundaries of the Birch Wavy
gas contract area can be brought on pmduunm under
normal reserve-redetermination provisions.

Major pmdu(lnq properties for Sceptre within the
mapped region are Edwand, Birch Lake, Warwick,
Plain l.dls.e. Therien and Holmberg. The Company also
operates eight gas plants and compressor stations in
this region and is a part owner in three non-operated
facilities.

Sceptre maintained an active drilling program within
the area during 1982. A total of 26 wells were drilled
primarily to maintain natural gas production from
existing properties. This dLll\ll\ resulted in 15 gas
wells and two oil wells, all of which are on p]n(llull(m
The Company anticipates a similar level of activity in
the area during 1983.

Southeast Saskatchewan Region

Approximately 36 percent of the Company’s oil

I I I

production is located in this region. The main
producing fields are at Willmar, Viewfield and Souris
Flat.

10



o Suspended Well
X Service Well
el Gas Plant

02468
Miles

11

Birch Wavy Contract Region
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Sceptre Resources Limited

Southeastern Saskatchewan Region
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Recent exploratory and development incentives
initiated by the Saskatchewan Government have
51gmf1camh enhanced Sceptre’s undeveloped acreage
in the Province.

During 1982, an exploratory well at Colgate was
drilled at no cost to Sceptre, resulting in an oil well with
an initial productive capacity of approximately 140
barrels per day. The well can be produced royalty-free
for three years. Sceptre retains a 12.5 percent interest
in the well after payout. Additional lands offsetting the
discovery are controlled and development drilling in
1983 is expected. Two Midale area development oil
wells were drilled, one with a three-year and the other
with a one-year, royalty-free period. At Viewfield, a
development well was drilled in early 1983 and is
currently producing at its allowable of 120 barrels per
day (45 barrels net to Sceptre), also with a one-year
royalty holiday.

In 1983 Sceptre is considering a number of shallow
exploratory prospects at Ingoldsby, Glen Ewen and
Raduville, all in Saskatchewan. In Manitoba, the
Company will be involved in several exploratory wells
on the Lyleton (Waskada) prospect.

The Company has 51,500 gross acres (10,900 net
acres) of exploratory acreage which lies immediately
north of a number of recent deep discoveries in
Montana and North Dakota. Several of these wells

produce in excess of 400 barrels of oil per day. These
same productive trends extend into Saskatchewan onto
the Oungre, Boundary and Coteau Lakes acreage.

Western Saskatchewan Activity

Sceptre operates two fields in western Saskatchewan,
at Tangleflags and Battrum, which contribute
approximately 13 percent of total Company oil
production. During 1982 and early 1983, Sceptre
drilled seven wells at Tangleflags, resulting in five oil
wells. In addition to the existing proved reserves at
Tangleflags, there are substantial oil reserves which
the Company believes are recoverable through the
implementation of enhanced recovery methods. Plans
for an enhanced recovery project will be deferred
pending improvements in heavy oil markets and
pricing.

Sceptre is the operator of the Battrum Unit 4, a
medium gravity oil producing pool in southwestern
Saskatchewan. The pool has been on waterflood since
1967 and work is under way to improve this secondary
recovery by the drilling of three infill vil wells and one
water injection well along with an upgrading of flow
line and treating facilities during 1983. Under the
plan, approved by the Saskatchewan Government, one
half of production from the field will be subject to a
beneficial royalty reclassification.

12



UNITED STATES

Valley County, Montana

During the past three years, Sceptre has significantly
expanded its wildcat acreage base in the United States
and now holds approximately 390,000 net acres,
situated in a variety of prospective oil- and

gas- producmg basins. SLepUe 18 L(Jl‘l((lllldtil]g its
exploration and development efforts in regions where
the Company had previously acquired wildcat acreage,
including the Williston Basin, central Michigan, the
Rocky Mountain region, onshore the Gulf Coast and in
Washington County, Virginia.

WILLISTON BASIN
Divide County, North Dakota

Sceptre participated in a significant Red River oil

discovery in Divide County, North Dakota during 1982.

The Laverne Haugen No. 1, in which Sceptre has a 30
percent working interest, was completed with a flowing
potential of 364 barrels of oil per day. The well,
currently on pump, is producing an average of 163
barrels of oil per day.

Sceptre and its partners are presently completing an
indicated oil discovery, the Le Gaard No. 1, located
two and one-half miles south of the Laverne Haugen
No. 1 discovery. Sceptre has a 26.2 percent working
interest in this well.
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Valley County, Montana

Sceptre has 64,000 leasehold acres within this region,
which experienced a high level of drilling activity
during 1982. Oil production from the \ll‘s\l\"lppl(ll]
Charles Formation has recently been established by
another operator in the Lustre Field of eastern V dl](\
County. Twelve oil wells have been successfully
completed to date,

Sceptre’s acreage in the Lustre area offsets this
Charles production and has potential for development
dzll]mq Available information from operators in

Valley County indicate several wells may have reserve
pntentm] in excess of 200,000 barrels of recoverable
oil per well based on 80-acre spacing.
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Michigan
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CENTRAL MICHIGAN BASIN

In Missaukee County, Michigan, Sceptre holds a 4.2
percent working interest in the Gilde No. 1-25 well
drilled in 1982 on the Falmouth Prospect as a
northwest offset to the Dart Edwards No. 7-36 well.
The Gilde No. 1-25 was completed in the Ordovician
Prairie du Chien Formation at 10,500 feet and placed
on production in November 1982. Cumulative
production for 1982 was 373 million cubic feet of
natural gas (7.1 million cubic feet per day).

Sceptre holds a 16.67 percent working interest in

1,200 gross leasehold acres on the Hersey-Evart
Prospect located in southern Osceola County where
Willmet (PPG) has established Clinton gas production in

three wells located approximately one mile south of
the Sceptre acreage block. Initial drillstem test results
indicate that these wells are capable of producing five
to six million cubic feet of gas per day. This is a
potentially significant play where gas accumulations
may cover a broad area, including Sceptre’s acreage
block.

Sceptre and partners have defined a Devonian
Richfield seismic anomaly on the Grass Lake Prospect
located immediately west of the East Norwich Field in
Missaukee and Kalkaska Counties. Sceptre anticipates
drilling a 4,700-foot Richfield test on this prospect
during 1983, with a view to establishing a western
extension of this field. Sceptre’s working interest in
acreage in this area is 16.67 percent.

ROCKY MOUNTAIN REGION
Big Horn Basin

Sceptre holds a 25 percent working interest in 6,599
acres in the Southeast Frost Ridge area, located in

Park County, Wyoming. The acreage is situated along
the west side of the Big Horn Basin, between the
Pitchfork-Spring Creek Fields and the Oregon Basin
Field. Sceptre plans to acquire additional seismic data
in 1983 over the faulted Phosphoria-Tensleep structure
before drilling a well.

D-]J Basin

In Laramie County, Wyoming, Sceptre successfully
completed a Cretaceous | sand oil well which 1s
producing 25 barrels of oil per day. Sceptre, the
operator of the property, holds a 75 percent working
interest in the well and offset acreage. Based on
existing well control and seismic data, an additional
three to five development locations could be drilled on
the acreage. Sceptre’s well offsets the Golden Prairie |
sand oilfield which has produced over 1.95 million
barrels of oil.
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Texas and Louisiana

GULF COAST REGION
Round Prairie, Texas

Sceptre has participated in the recompletion of two
wells and the drilling of five wells on the Round

Prairie Prospect in Navarro County, Texas. The wells
were drilled to a depth of 12,500 feet, to evaluate the
Jurassic Formation. Three of the wells are presently
producing natural gas and condensate from the
Jurassic Cotton Valley Limestone at a depth of
approximately 11,000 feet. A fourth well, the
Henderson No. I, also a Cotton Valley gas well, is
scheduled to be tied into gas-gathering lines in
mid-1983. Production of natural gas for 1983 from the
four wells is expected to be approximately 640 Mcf

per day with 35 barrels per day of condensate. Sceptre’s
working interest in these four wells ranges from 13 to
23 percent. The remaining three wells are classified as
suspended gas wells pending further testing and .

GULF OF MEXICO

evaluation. Sceptre has decided to suspend additional i "I& Sceptre Ol Discovery @ Gas Field
drilling and development at Round Prairie until - ¥ sceptre Gas Discovery 0 40 B0 120
uncertain market conditions improve. - & O Field Miles

Rutersville, Texas

During 1982, two natural gas wells were successfully
completed on the Rutersville Prospect in Fayette
County, Texas. Both wells are presently tied into a sales
line and are producing both natural gas and
condensate from the Edwards Formation. The expected
combined production for 1983 from the two wells is
2.7 MMcf per day of natural gas with 130 barrels per
day ol associated condensate.

The Quinn No. 1 well commenced production in June
1982, Sceptre holds a 13.3 percent working interest in
the well. Hackebeil No. I, the second well at Rutersville,
was placed on production in November 1932, Sceptre
has a 5.1 percent working interest in the well, which
was also completed in the Edwards Formation.

WASHINGTON COUNTY, VIRGINIA

In Washington County, Virginia, Sceptre holds a 26.67
percent interest in 66,503 wildcat acres. During 1981,
the Highland Sourbeer No. 1 well, in which Sceptre
holds a 33 percent interest, was drilled on the
acreage within the Early Grove natural gas field. This
well is scheduled to be placed on production in late
1983. In addition, a seismic re-evaluation has identified
a deep prospect which is expected to be evaluated in
1983 by a 12,500-foot well drilled on a farmout at no
cost to the Company.
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INTERNATIONAL

Abu Dhabi, United Arab Emirates
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ABU DHABI, UNITED ARAB EMIRATES

Sceptre is the operator of, and has a 25 percent
working interest in, Concession Area “A”, onshore

Abu Dhabi. This concession, 7,870 square kilometres in
size, is situated in close proximity to a number of large
proven oil fields. An active seismic program, which
commenced in January 1981, continued throughout
the year. By year end some 2,750 kilometres of new
seismic data had been acquired. This data
supplemented the roughly 2,500 kilometres of older
seismic which was obtained from previous
concessionaires. The program was completed on March
31, 1983. This regional evaluation has led to the
generation of a number of promising leads which are
currently being pursued.

Sweihan No. 1 was drilled to a total depth of 14,442
feet and was suspended in March 1982. Testing of the
lower hydrocarbon zone proved to be disappointing,
against all indications to the contrary. Testing of the
upper Mishrif Formation did provide considerable
encouragement and, after a thorough technical
evaluation based on integrating the well results with
geological model and geophysical interpretation, a
large stratigraphic trap with considerable reserve
potential has been identified. Work is continuing on
this prospect.

Abu Dhabi campsite.

Sceptre and its partners will continue the
interpretation studies throughout 1983. B.P. have
acquired concession rights covering previously
explored acreage onshore Dubai, immediately adjacent
to the Area A concession. The area is to the west of
the recent Arco/Britoil Nazwa-1 gas-condensate
discovery. The Company and its partners will continue
to monitor industry activities while at the same time
pursuing other exploration concepts.
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Northwest Java Sea, Indonesia
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On October 20, 1982, Sceptre signed
production-sharing contracts with Pertamina covering
two blocks in the Northwest Java Sea, Indonesia. The
blocks, A and B, are contiguous and cover
approximately 7.7 million acres. This northwest Java
basinal area has been the scene of intense oil
exploration activity during the last 15 years, the results
of which have established the Arjuna Basin as a
significant hydrocarbon-bearing province. To date, oil
production in the Arjuna area has been primarily from
Cibulakan sandstones and limestones, although a
number of other formations host commercial oil
accumulations. Typically, these are associated with
fault-related structural closures, similar to a number on
the Company's concessions. Most pay zones are found
at depths of less than 4,000 feet.

Arco has 58 production platforms within the basin
which, during 1981, had a total average daily
production rate of 132,000 barrels per day. Seven of
these producing fields are located within 20 miles of
Blocks A and B and, additionally, numerous
non-producing fields and single-well wildcat
discoveries are located within this 20-mile corridor.

Combined geological and geophysical studies over
Sceptre’s blocks have established the presence of a
Tertiary sedimentary section favorable for the
generation and entrapment of commercial quantities
of petroleum.

/
/
[ Sceptre Acreage & Gas Field
O Sceptre Well (1982-83)
Gas Well
i Abandoned Well
@ Oil Field Miles

Sceptre has a 25 percent working interest in Block A,
which covers an area of 13,280 square kilometres. In
conjunction with partners, the Company will be
participating in a seismic program during the summer
of 1983. Sceptre is operator of and has a 100 percent
interest in Block B, which covers 17,740 square
kilometres. A seismic program is to be carried out
over this area in 1983. Drilling is expected to
commence in early 1984.

NORTH SEA
Netherlands Sector

Sceptre is a participant in four blocks offshore the
Netherlands, with interests ranging from 3.625
percent to 14.59 percent.

The K/9-4 exploratory wildcat was spudded on
October 12, 1982 and drilled to a total depth of 13,001
feet. Two tests were carried out on the primary
objective, upper Slochteren sandstones. Both flowed
considerable quantities of natural gas with some
condensate. A gas-water interface was not intersected
and a production licence application was filed with the
Ministry on April 3, 1983. It is expected that a decision
will be received by year end.
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m

The Company holds a 7.5 percent interest in Block
L/14 where a natural gas well is situated which tested
18 MMcf per day. Development of the discovery awaits
Government approval of a production licence
application which was made in 1980. A step-out well,
drilled on the block during 1982, was non-productive
on test and was abandoned.

Ongoing studies of Block Q/14 have succeeded in
highlighting an oil prospect in the Lower Cretaceous
interval. A number of oil discoveries have been made
in this region; notably, to the northwest in P/15, where
36° API oil was tested at rates of up o 4,000 bdrrels
per day; in Q/1, where Union is developing a field;
K/18 (8,145 bpd); and to the east in NAM's Wassenaar
Zee No. | well.

German Sector

Sceptre holds interests ranging from one percent to
five percent in 29 blocks in the German sector of the
North Sea.

During 1982, the Company participated in the drilling
of two wells on its German licences. ]/5-1 was drilled to
a total depth of 5,200 metres (17,061 feet) in Lower
Rotliegendes volcanics. While some sandy intervals were
located within the Rotliegendes, they (lxspla\ed poor
reservoir characteristics and were barren of
hydrocarbons. The St. Peter Ording No. 1 well was a
Tertary test drilled onshore on the Halligen permit.
The wildcat was drilled in November to a total depth
of 2,310 metres in the Eocene. Significant gas-detector
readings were noted while drilling the objective
Oligocene interval, but logs indicated the few sandstone
beds, up to 27 metres thick, were water-bearing.

Work is continuing in the various other German blocks
and, while additional drilling is not envisaged for

1983, some seismic work is planned.

Abu Dhabi geophysical crew.

OTHER INTERNATIONAL AREAS

Sceptre is participating in an ongoing exploration
program in licence group 4/76, offshore western
Ireland. A comprehensive 3-D seismic survey,
amounting to 3,131 kilometres of data, was gathered
in 1982. Two successful oil wells have been drilled on a
very complex feature situated in the block. A well will
be drilled on this block during 1983, In the Irish Sea,
Sceptre is a 15 percent equity member in two option
blocks. Geophysical studies have highlighted a number
of prospective structures which will be more fully
evaluated this year.

In the Philippines, Amoco, the operator of the
concession, successfully completed a farmout to Union
Texas on behalf of the participants. The terms of the
farmout require Union Texas to shoot a 600-kilometre
seismic program and grants the option to drill a well
on the block at their cost. If fully exercised, Union

Texas will earn a 60 percent interest in the concession
in which Sceptre presently holds a 7'%

percent interest.
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CANDECCA RESOURCES PLC

Candecca Acreage Holdings, United Kingdom

Sceptre owns 11,978,603 (approximately 41 percent) of
the issued and outstanding share capital of Candecca
Resources PLC, a London, England based independent
company engaged in the exploration for and
production of oil and gas, primarily onshore the United
Kingdom. At May 6, 1983 the quoted market price of
Candecca’s shares on The Stock Exchange, London, was
1.58 pounds per share.

EXPLORATIONAND
DEVELOPMENT ACTIVITIES

In September 1982, the British Secretary of State for
Energy awarded Candecca a total of nine new
production licences in the Midlands region, which
added approximately 512,000 gross acres to the
company’s holdings onshore the United Kingdom.
Candecca now has an interest in almost 3.2 million
gross acres (1,080,562 net acres) onshore and 1s
represented in virtually all the major sedimentary
basins.

During its 1982 year, Candecca was the operator of
two seismic programs in central England, one west of
The Wash and the other south of the river Humber.
These programs covered approximately 178 miles and
are an integral part of Candecca’s efforts to identify
and develop prospects in the licence areas in which the
company is involved. Over the next four years, apart
from its development activities at Humbly Grove,
Candecca expects to participate in more than 40
onshore wells located on at least 18 of its production
licences.

Hatfield Moors

In early 1982 Candecca participated as to a 41.25
percent interest in what appears to be a significant
shallow gas discovery on production licence 162 in the
Hatfield Moors, which is located in the
Yorkshire/Humberside region of central England. The
Hatfield Moors No. 1 well, which blew out in a shallow
gas sand, flowed commercially significant rates betore
being brought under control. Three follow-up shallow
wells and possibly a deep test are scheduled for 1983
in this region.

Humbly Grove

During 1981 and 1982 Candecca, as to a 25 percent
interest, participated in three appraisal wells to the
original Humbly Grove No. 1 oil discovery well which
was drilled in 1980 on production licence 116B,
located onshore the south of England in Wessex. The
Humbly Grove No. 2 well, drilled on the crest of the
feature, achieved a stabilized flow rate of 750 barrels of
oil per day on test; Humbly Grove No. 3 established
the eastern flank of the field and Humbly Grove No. 4

Sy

Humbly
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tested oil at stabilized flow rates of 980 and 305
barrels per day from two zones. At Humbly Grove
No. 1, a production testing program, involving a
fracturing of the lower zone, is currently in progress.

A development program is anticipated for late 1983
following the evaluation of core and production data
from the first four wells. Candecca and its partners
also plan at least two wells to assess the potential of two
satellite features located on the licence and
immediately northwest and north of the Humbly Grove
Field.

ASSOCIATED COMPANIES

In addition to its extensive holding of acreage onshore
the United Kingdom, Candecca also owns a 36 percent
equity interest (4.55 million shares) and manages the
affairs of Plascom Limited. Plascom owns a 2.3 percent
interest in the Hewett Gas Field, situated offshore the
United Kingdom and holds various interests in 14
blocks in the U.K. North Sea, two blocks in the
English Channel, 32 blocks offshore Germany and five
blocks offshore Ireland.

Candecca also owns a 31 percent interest (4 million
shares) in and manages the affairs of Pennine
Resources PLC, a company engaged in oil and gas
exploration in the United States.




Sceptre Resources Limited

Report on Production and Reserves

ﬁ

PRODUCTION

The Company’s 1982 production volumes were
significantly enhanced with the acquisition of Francana
Oil & Gas Ltd. on May 14, 1982. These volumes will be
further expanded in 1983 when the Company will
receive the benefits of a full year’s production from
Francana, as well as from Willowdale Resources (1981)
Ltd. which was acquired on January 27, 1983.

Average actual daily crude oil and condensate
production during 1982 increased to 2,028 barrels per
day from 159 barrels per day in 1981. Natural gas
production increased to 21.9 million cubic feet per day
in 1982 from 5.7 million cubic feet per day in 1981.
"The accompanying table shows Sceptre’s production on
a geographical basis and includes Francana production
from May 14, 1982:

Production of Crude Qil, Condensate
and Natural Gas
Year ended December 31, 1982

Crude 0Oil
and Condensate Natural Gas
(barrels) (million cubic feet)
daily daily
Total average Total average
Canada
Alberta ....... 336,110 920 6,821.1 18.7
Saskatchewan 381,766 1,046 79.6 0.2
British
Columbia . .. 1,835 5 965.4 9.7
Manitoba ... .. 1,756 5 — ==
BLSAL: Lo v 18,878 52 134.0 0.3
Total ......... 740,345 2,028 8,000.1 21.9

SI Units

The Canadian petroleum industry began using SI (metric)
units in 1979 and these are now standard in regulatory,
government and accounting documents. This report is
given primarily in Traditional units which are most often
used in reporting and analysis. For the convenience of
anyone wishing to convert to SI, the following conversion
factors are provided:

Traditional to metric: Metric to traditional:

= 0.621 mile

I square mile = 2.590 square km | square km = (.386 square mile
q |

I mile = 1.609 kilometres (km) I km
I acre = (.405 hectare | hectare = 2,471 acres
I gallon (Can.) = 4.546 litres I litre = 0.220 gallon (Can.)

I barrel = 0.159 cubic metre (m*) 1 m® = 6.290 barrels

1 Mcf = 28.174 cubic metres (m*) 1 m* = 0.035 Mcf




The accompanying table shows, on a pro forma basis,
the 1982 average daily production results had Sceptre
acquired both Francana and Willowdale on January 1,
1982,

Natural Gas Production (Pro Forma)

Daily Production in Millions of

Cubic Feet, Before Royalty 1982
Alberta
Wintering: S ... i o i s ssmieiogons o sozie s 12.6
EdWanicl... . . oo o ooy conin o sunse sinne s sEost fudts 5 70 5.2
SETANTHOLE., ¢ 5ok & i D08 = 505 908 2 S 25 & o o 4.5
BItCh = som sm = on e © st 0m  coe fusms = s s 4.3
WABBFHOH oo« coms s < s vans 5 s s & ssara o B 4
Warwick . .. ..o i e e 1.3
|07 oo COLE1Y (o - e 1 st S 0.9
Plain Lake .. ... ... . i, 0.9
ATTOWWOO .o v i i 5 9008 255 3 o4 0as & g 0.8
BAZeTon = « s v ows s 2 S b s sz e 530 0.8
EERSEOTEL: 5 & v 5 ses s @ cvdin voom s s v w o 0.8
DY« o wives v oniss soems s st 45 o 0 ani i 0.7
HOIMBETE: - i « e i = smom mose 0 s st smn sae 0.7
Huxley ... ..., 07
THRETIER. ... fun & 5o S 5 5w Woe © S 5% 2 M B 0.7
IUONEIlEr e = oo wems & poe s @ aem o = sem o 0.6
EMIBTS: sosvis o o s smoms o s dms & s i« anse 10.0
Tokal. . ...z w5 oy o 47.2
British Columbia
TG v sovmive wmoms = ovtus smts o in S ' SORY V3568 . e te 5 1.6
RO 5 care svsc 5 ot e s s s 2 o) 1 weka o b vern 0.8
Others ... . 1.0
Total ........... ... 34
Saskatchewan . ............................. 0.4
United States -« oo s o vms o s sai 5 oms v s 55 0.3
Total Daily Production — Pro Forma. ... .. 51.3

Holmberg gas plant.

Crude Oil, Condensate and NGL
Production (Pro Forma)

Daily Production in
Barrels, Before Rovalty

Alberta
PECO: v 5 5 oves v e o 2.0 © SR A 6 e S k4
NATEE wor i © oo voims s 0 oo Sim © 000 7% 2 05 3
Princess .. ...
Boundary Lake . : cos o mmn s mess 5 sem s
Taber .. oot e e e e
Pembina............. .. . .. ...
SANINOTE & < oo v v 505 7 50 ¢ 080 em 3 oE &
TEATIAWAY: v Sl 8o g e o sy s 2 ot &
Majorville . » co: v oem s vesn sam s sa o o s o
Others . ... ... .. ..

Saskatchewan
Batbmimm « coow as o omm i « oo o o sus ssiess o mes o
Willmar ... .
Viewfield .. ... ... ...
SOUTIS Flat: s o 2 won v oos v seve 508 & ovr 4 7 pes s
LangleHATS - v « cn i v o v S e o8 6 8
Viewfield Unmit No. I ... .. ... .........
Rapdam Unib.. .. o« com ev s sma e w5 s e s o
Others . ...

British Columbia ..........................
Manitoba . . ..o v oo s & ad 5 008 500 5 D s & 5aE b

UNIed:SALeS - o 2 v vam © s v 5 s e @ o < 6

Total Daily Production — Pro Forma......

52

3,225
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Sceptre Resources Limited

Crude Oil Production

Total production of crude oil, condensate and natural
gas liquids (NGL) during 1982 from all properties
currently owned, including the properties of both
Francana and Willowdale, was 1,177,200 barrels (3,225
barrels per day). This production is located primarily in
the provinces of Alberta and Saskatchewan and is
derived from approximately 1,340 oil wells (215 net
wells) located on 94 properties, of which 37 are
operated by Sceptre. The largest producing properties
in 1982 were Battrum, Willmar and Viewfield in
Saskatchewan and Peco and Virgo in Alberta.

Approximately 13 percent of the production from
properties currently owned qualified for the New Oil
Reference Price. Total production for each oil
category in Canada, together with the average price
received and most recent reference price, is as follows.

Average May, 1983
Price Reference
Received Price
Designation  Barrels per Bbl per Bbl
(@) [ B ¢ | R Coor 790,631 21.64 29.55
Special Old Oil .. 500p 186,061 23.85 29.70
New Oil o i o NORP 144,329 38.22 41.56

Oil production was affected during the year by market
restrictions for Saskatchewan and Alberta crude oil.
There was some resolution of these marketing
problems during 1982, but additional progress must be
made in order for Sceptre’s oil properties to attain full
productive capacity. Total field productive capability is
approximately 4,000 barrels per day.

Recent and ongoing exploration and development
activities in the Crystal, Taber and Red Earth areas

are expected to favourably impact on 1983 volumes. In
addition, the Company has secured approval for a
number of work programs which will result in a royalty
reclassification for certain Saskatchewan old oil
properties.

Natural Gas Production

Full-year production during 1982 from all properties
currently owned, including the properties of both
Francana and Willowdale, was 18.7 hillion cubic feet
(51.3 MMcf per day) with an average price received of
$2.72 per Mcf. Natural gas production is primarily
situated in the Province of Alberta, where the newly
acquired Wintering Hills property, along with Edwand,
Stanmore and Birch, are the most significant
properties. Sceptre has interests in production from
approximately 1,630 gas wells (353 net wells) situated
on 87 gas properties, of which 26 are company-operated.

Natural gas sales were severely curtailed during 1982
due to low nominations by gas purchasers, mainly
resulting from reduced export markets. On average,
gas sales were limited to approximately 65 percent of
minimum contract quantities during 1982. This
situation is expected to persist and possibly deteriorate
even further in 1983, although the recent NEB decision
approving additional exports and export pricing
adjustments make longer-term prospects encouraging.

Approximately 95 percent of the Company’s gas
reserves are contracted. Currently, 78 percent of
Sceptre’s total gas production is contracted to
TransCanada PipeLines Lid. The remainder is
contracted primarily to Alberta & Southern Gas Co.
Ltd., the British Columbia Petroleum Commission and
Pan Alberta Gas Ltd. An increase in gas contract
production rates was achieved in 1982 at Drumheller
and Holmberg through the recognition of new
reserves. Additionally, deliveries commenced under a
Pan Alberta contract at Therien and Cessford in late
1981 and 1982 respectively.

Potential gas contract sales nominations for the
Company total approximately 84 MMcf per day from
producing gas properties at full contract daily
quantities. An additional 11 MMcf per day rate
potential exists from shut-in and uncontracted gas
reserves. Thus, with an improvement in gas markets,
Sceptre could significantly increase production and
cash flow from presently contracted reserves.
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RESERVES

Sceptre’s oil and natural gas reserves and forecast
future cash flow, based on the Company’s interests in
petroleum and natural gas properties as at January I,
1983, are shown in the accompanying table. The table
includes the Willowdale reserves acquired on January
27, 1983. The Canadian properties were evaluated by
McDaniel and Associates Consultants Ltd., Grant
Trimble Engineering Ltd. and Coles Nikiforuk
Pennell Associates Ltid., all of Calgary. The United
States properties were primarily evaluated by
Keplinger and Associates Inc., of Denver, Colorado,
and T. Fekete & Associates Consultants Ltd., of
Calgary.

The combined gross (before Crown royalties)
proven-plus-probable reserves, as at January 1, 1983,
are estimated to be 21.8 million barrels of o1l and
liquids and 387 billion cubic feet of natural gas. Also
associated with the gas reserves are 31,000 long tons
of sulphur. The undiscounted value of future net cash
flow generated by these reserves is estimated to be $2
billion.

Approximately 64 percent of the oil reserves are
located in Saskatchewan, 34 percent in Alberta and the
remainder primarily in the United States. Of the
Company’s total natural gas reserves, approximately 92
percent are located in Alberta and 6 percent in British
Columbia with the remainder in Saskatchewan and the
United States.

Petroleum and Natural Gas Reserves
January 1, 1983 (1

Gross Estimated Sceptre
Working Interest Reserves

Natural
Crude Oil Liquids Gas
Reserve (millions of (millions of (billions of
Category barrels) barrels) cubic feet)
Proven ... ... 9.6 1.3 287
Probable ... .. 10.3 0.6 100
o] | Lp—— 19.9 1.9 387

(1) The table includes the reserves of Willowdale Resources (1981) Lid.
which were acquired January 27, 1983,

Tom Dickson — Chief Engineer, Operations
and Ken Stan — Operations Manager.

Estimated Present Worth of Reserves

The following table gives the present worth of the
Company’s oil and gas reserves at January 1, 1983 as
estimated by its independent consultants. The value
reflects the acquisitions of Francana Oil & Gas

Ltd., on May 14, 1982, and of Willowdale Resources
(1981) Ltd., on January 27, 1983.

These calculations are based on independent price

and production forecasts with appropriate deductions
for Crown and other royalties, revenue taxes, Topgas
repayments, future capital costs, and production costs.

Price forecasts were developed from the
provincial-federal pricing agreements modified by
current market and world energy events. Royalty
provisions contained in the Alberta Activity Program
and Saskatchewan Oil Industry Program announced in
1982 and price/tax adjustments of the National Energy
Program update of May 31, 1982 were used.
Deductions were made for Federal Incremental Oil
Revenue Tax (IORT) and Petroleum and Gas
Revenue Tax (PGRT). No deductions were made for
income tax.

Present Worth of Reserves
January 1, 1983 ()

Present Worth Discounted at

Reserve

Category 10% 15% 20%
($000) ($000) (5000)

Proven ............ $476,993 $341.435 $263,266

Probable........ ... 112,877 66,309 43,762

Lotal o v s o cves 5 $589.870 $407.744 $307,028

(1) The table includes the reserves of Willowdale Resources (1981) Lid.

which were acquired January 27, 1983,

23



u&%&.‘\ fdx&‘l: -

AT 1&,.1

101

imited

Financial Informat

Sceptre Resources L




Sceptre Resources Limited

Financial Review

O S TN I T R T T T e T e L T e e e SR 11 e R

Revenue from all sources, net of royalties, for the 12 months ended
December 31, 1982 was $29.8 million, an increase of 131 percent com-
pared to 1981 revenue of $12.9 million. This increase in 1982 is prima-
rily related to the acquisition of Francana on May 14, 1982.

Cash flow from operations in 1982 was $7.2 million ($0.49 per share),
compared to $5.9 million ($0.63 per share) in 1981. The Company recorded
a loss for the year of $20.3 million ($1.52 per share) compared to a loss
in 1981 of $2.3 million ($0.47 per share). The loss per share is calculated
after the deduction of preferred dividends. On a weighted average basis,
there were 14.8 million shares outstanding in 1982 compared to 9.3
million in 1981.

The 1982 loss is primarily attributable to the write-off of non-productive
foreign exploration offshore Germany and onshore Portugal, together
with a write-down of the Company’s oil and gas properties in the United
States. These totalled $18.3 million in 1982.

Capital spending during 1982 was $53.1 million compared to $52.8
million in 1981. Additionally, as noted above, on May 14, 1982 the
Company acquired all of the outstanding shares of Francana Oil & Gas
Ltd., a public Canadian oil and gas company. As a result of the transaction,
Sceptre issued approximately 7.1 million common shares and assumed
$107 million of Francana’s debt.

On January 27, 1983, the Company acquired the outstanding common
shares of Willowdale Resources (1981) Ltd., a private oil and gas company,
by the issuance of 850,000 8% Convertible Second Preferred Shares
Series “B”, which have a stated value of $20.00 per share. Sceptre also
assumed Willowdale’s net debt of approximately $47.2 million. Willowdale’s
results will be incorporated with those of Sceptre subsequent to January
27, 1983. The acquisition of Willowdale by Sceptre will significantly
expand the Company’s reserve base and provide cash flow to fund an
active exploration and development program in Canada.

On February 25,1983, Sceptre completed the placement to a Canadian
institutional investor of 1,920,000 common shares and 150,000 8%
Convertible Second Preferred Shares Series “C” at a price of $6.25 per
comon share and $20.00 per convertible preferred share for an aggre-
gate sales price of $15 million. Proceeds from the sale of equity were
utilized to retire short-term bank indebtedness and this is reflected in
the financial statements as at December 31, 1982.

Both the acquisition of Willowdale and the equity placement have in-
creased Sceptre’s Canadian Ownership Rating and will enhance the
Company's ability to derive the maximum benefits under the Canadian
National Energy Program. As a result of these 1983 transactions, Sceptre
now has a total of 19.4 million common shares outstanding (24.5 million
fully diluted).
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Sceptre Resources Limited

Auditors’ Report

To the Shareholders of Sceptre Resources Limited

We have examined the consolidated balance sheet of Sceptre Resources Limited as at December 31, 1982
and the consolidated statements of earnings, deficit and changes in financial position for the year then ended.
Our examination was made in accordance with generally accepted auditing standards, and accordingly included
such tests and other procedures as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements present fairly the financial position of the company
as at December 31, 1982 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.
. )

Calgary, Canada Chartered Accountants
March 24, 1983
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Sceptre Resources Limited

Consolidated Balance Sheet

T Y S B T T e e A R S, 1 T S B
As at December 31, 1982

Assets
1982

Current Assets

ACCOUNTS TECETVADIE i 2 it o e e e s s = < wotbari $ 17,010,072

Notes receivable from Candecca Resources PLC ... ................ 2,311,580
Notes FeceiVable: . b i e SRRSO SN g0 Se 8 —
Inventory of leases:held for rerale s e s o, e = 7,049,623
Current amounts due from directors and officers .................. ==
26,371,275
Due from Directors and Officers (note 3) .. ...... ... .. .. ... ... ..... 1,849,200
Investment in S & K Petroleum Ltd., at cost, quoted market
value TOS2 777 781 TG S s 6 ) e S e L 462,933
Investment in Candecca Resources PLC, quoted market
value 1982; $29.940,618; 1981, $57083 372 000t toi i o o o 16,897,875
Fixed Assetsi{iiote )l i o ottt e s e & 326,735,709
$372,316,992

Current Liabilities
Bank mdeblednessy seaured i s i . i o s v
Accounts payable and accrued habilities ................ooLl 18,251,788
Current maturiges on longierm idcb RN IIRRRERET L L U S 10,132,811
Note payaBler ... 0 N TRt ke s <iris pion: s wivn s binla =

49,039,938
144,448,818
24,830,224
11,600,000
32,947,136

$ 20,655,339

Long Term Debt (note 5) ....cco.oveiiimoinimnomniianaoticinanioons
Deferred Production Revenue (note 6).......... ... .. ...y
Preferred Shares of Subsidiary Companies (note 7) ..................

Deferred Tncome FRAXEE . tnii Lk el ey aven s tals Sl

Shareholders’ Equity

Capital Stock (notes 9 & 13)
Issued

1,199,898 7% Convertible Second Preferred Shares Series A ... .. 29,997,450
17,443,486 Common shares (1981 — 10,253,095 shares) .......... 109,457,083
Less

39,780 Common shares held by a subsidiary

and the Qo pany oo s s s (255,990)

139,198,543

) D7 i ARSI N R o= S i e i (29,747,667)

109,450,876

$372,316,992

Approved by the Board

e G Henlle

Director Director

1981

$ 7,582,612

4,000,000
5,574,124
600,600

17,757,336
1,440,900

462,933

15,293,884
107,510,446
$142,465,499

$ 4,969,752
10,465,481
2,371,800
17,807,033
12,425,750
61,040
15,100,000
815521522

29,997,450
66,322,978

(255,990)
96,064,438

(7,345,284)
88,719,154
$142,465,499

(e
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Sceptre Resources Limited

Consolidated Statement of Earnings

Year Ended December 31, 1982

1982 1981
Revenue
(ORNRIERIER . ... .o e S R T e $ 29,291,376 $ 4,614,050
MaREEEmentaiees: .ot v e e o B o G T 466,765 1,877,229
Salestofoiliand:gas leases | | D iminaiels 1 Lo e — 4,477,494
INIETESEIN S = o o i S N (e e L o P — 1,886,988
29,758,141 12,855,761
Expenses
BroanGHeNE e - S Wit e (S| el e T R e 6,085,334 908,766
Costalisales ofioil andigasleases . o0 oL Lo — 3,415,612
Petwoletmmiaridigas tévenuetax - 0o o f o o oo e e 2,897,026 278,226
Generaliandeadminisirativel it va s o L B e e P 4,452 807 2,513,501
Intersdentlony termodebt o u e, o0 s s e SRS 7,781,647 —
Hhergmienests &) .- e Sl T 0= Sl Sl e e e St il 3,686,576 362,438
epletiantandd depreciationss dUSsEaussal 1 EEa b SHEUSEES FE ol e 9,520,750 2,133,967
Write-off of non-productive forcightexploration . 1) o st Lo e 18,310,848 3,222 920
et erEcHHNCOMme TAXCS N o e s oot PEREESR S S (1,619,146) 833,370
Albeseavalty tax credit: | Loshaiilae 0 - 0 vl HE SIS A e (2,370,080) (242,585)
48,745,762 13,226,415
Losstbeforetind errioted o8 o e s S s e (18,987,621) (870,654)
Dividends on preferred shares of subsidiary COTIpaniesL R TN ona i 1,314,938 1,937,784
LossiforatheRViear: |, . f0 . o G iSRS e e e $(20,302,559) $(2,308,438)
Loss pertGommon Share!: .. oo aiEe s oo o Lol o e e $(1.52) $(0.47)

Consolidated Statement of Deficit
m

Year Ended December 31, 1982

1982 1981
DeficitiattBeginming/of Year =1 | o ltN e il i 00 S oSl e o Dy $ (7,345,284 $(2,936,933)
Loss-ferdtheiyear. . . . . ..ok SEPIRR i U Contl. < WMot v el (20,302,559) (2,308,438)
Dividerdstonipreferredishares M a NSNS ST NSNS ISR S T (2,099,824) (2,099,913)
Deficit At Bad of Year . ... . ihiiiens s et i e s o $(29,747.667) $(7,345,284)
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Sceptre Resources Limited

Consolidated Statement of Changes in Financial Position

Year Ended December 31, 1982

Working Capital Derived From
Operations - - -t rin S RN T
Issue of common shares
For cashi | oot o o N s S S

On acquisition of Francana Oil & Gas Ltd. .......................
On acquisition of oil and gas partnerships ........................

Long term debt :con b St = mion.
Deferred production revenue ............
Otherassets it g o o L ik
Iong terimirecelvalile S
Due from directors and officers ..........

Working Capital Applied to
Fixed dssets o o e St Soiieie perisat Tt
Acquisition of Francana Oil & Gas Ltd. ...

Acquisition of net assets of oil and gas partnerships
including working capital deficiencies of $443,887 .............. ...

Reduction of long term debt ... ..........

Preferred share dividends................

Preferred share dividends of subsidiary companies ..................

Investment in Candecca Resources PLC . ..
Due from directors and officers ..........
Investment in S & K Petroleum Lid. ... ...
A S i s mo e o e e R A

Decrease in Working Capital Position ... ...

Working Capital (Deficiency) at Beginning of Year ...................

Working Capital (Deficiency) at End of Year

1982

$ 7,224,831

513,099
42,621,006

33,136,746
10,845,332
566,615

94,907,629

53,103,393
46,421,489

9,074,660
3,500,000
2,099,824
1,314,938
1,603,991

408,300

117,526,595
(22,618,966)
(49,697)
$(22,668,663)

1981

$ 5,877,853

b

14,228,624

4,583,471
12,425,750

4,000,000
408,300
41,523,998

52,828,706

5,398,795

3,500,000
2,099,913
1,937,784

462,933
54,358

66,282,489
(24,758,491)
94,708,794

(49,697)
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Sceptre Resources Limited

Notes to Consolidated Financial Statements

Year Ended December 31, 1982

1.

Accounting Policies

(a)

(b)

(c)

(d)

(e)

®

Consolidation

The consolidated financial statements include the accounts of the Company and all of its subsidiary companies,
each of which is wholly-owned.

The Company follows the cost method of accounting for its investment in Candecca Resources PLC.

The excess of the cost of shares of subsidiary companies over the underlying book value at the dates of acquisition
has been allocated to fixed assets and is subject to the accounting policies described below.

Inventory of Leases Held for Resale

In the course of its ongoing exploration activities, the Company may acquire interests in oil and gas leases which,
at the time of acquisition, are identified as being purchased for resale. These interests are recorded in the balance
sheet as inventory of leases held for resale and are valued at the lower of cost and net realizable value. Gains and
losses on the disposition of such leases are included in earnings.

Fixed Assets

The Company follows the full cost method of accounting under which all costs related to the exploration for and
development of petroleum and natural gas properties are capitalized on a country by country basis. Such costs
include land acquisition costs, geological and geophysical expenses, carrying charges of non-producing properties,
costs of drilling both productive and non-productive wells, interest and overhead charges related to exploration
activities.

The costs related to a cost centre from which there is production, together with the costs of production equipment,
are depleted and depreciated on the unit of production method based on the estimated proven reserves of each
country as determined by the Company. The costs of acquiring and evaluating unusually significant unproved
properties are excluded from the computation of depletion until such time as additional reserves are proven or an
impairment in value has occurred.

No provision is made for the amortization of the costs accumulated in non-producing cost centres. Such costs will
be depleted when the country becomes productive or will be written off to earnings if exploration activity in that
country is determined to be unsuccessful.

The cost of other equipment, less estimated salvage value, is depreciated on the straight line method over their
estimated useful lives at rates varying from 10% to 33%%.

Substantially all of the exploration, development and production activities of the Company are conducted jointly
with others and accordingly these financial statements reflect only the Company’s proportionate interest in such
activities.

Capitalized Interest

The Company capitalizes interest, to the extent it has been incurred, on expenditures in cost centres from which
significant production has not commenced and in which a significant exploration program is in progress.

Foreign Currency Translation

The Company translates amounts in foreign currencies into Canadian dollars on the following basis: current
assets and current liabilities at rates of exchange prevailing at the balance sheet date; other assets and liabilities at
rates of exchange at the date the original transactions took place; and revenues and expenses (other than
depletion and depreciation) at average rates of exchange during the year. Gains or losses resulting from the
translation of foreign currencies are credited or charged to earnings.

Earnings Per Common Share

The earnings per common share are calculated by dividing the weighted average number of common shares
outstanding during the year into the earnings available to the common shareholders after deduction of the
dividend entitlement (including $350,000 respecting undeclared dividends as at December 31, 1982 and 1981) of
the Second Preferred shareholders.
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Acquisition of Francana Oil & Gas Ltd.

On May 14, 1982, the Company acquired all the outstanding shares of Francana Oil & Gas Ltd., a public Canadian oil
and gas company, for an aggregate consideration of $46,421,489. This business combination has been accounted for as
a purchase and the results of operations of Francana Oil & Gas Ltd., have been included in these financial statements
from the date of acquisition. The excess of the cost of shares over the book value of acquired assets less liabilities has
been assigned to fixed assets and is subject to the accounting policies outlined above.

The acquisition is summarized as follows:

| Qi ¢ B T LIl L et e o) T G e e s S M SIS R S $ 110,352,852
(071 Vo e T e RERE e R L e e ol St A oo O s B e e AT e e e 566,615
110,919,467
0T (Yoo 1L L B e o iy 5 e B i B S A e 50 S0 DRG0 B R I o 0 R A (107,960,982)
Deferred INCOING TAXCS =.orb ittt bt s e L e e ) i oy e bt o e Ll s (26,213,760)
DPeferred produchon Ty e e R s (13,923,852)
Book valueiof: assetsilessiliabilit €s s g e e ] s S LT e (37,179,127)
Excess of cost of shares over underlying net book value, assigned to fixed assets .............. 83,600,616
Total COnSIderation . s s e e T e e L b e L e $ 46,421,489
Comprised of:
7,103:501 shaxes atan ascribed value of p600perishare® -t SOt oo e $ 42,621,006
[O7etTR o a e L s st o od ot gl e S R U TR S oS 0 8 3,800,483
T e F1or (8 o S T T it o et o SV S AR R et SR S $ 46,421,489

* Includes 210,474 shares issued in trust in respect of shareholders of Francana Oil & Gas Ltd. who have dissented under the
provisions of the Canada Business Corporations Act.

Due from Directors and Officers

The Company loaned an aggregate of $2,041,500 to two directors and officers which financed the purchase of common
shares of the Company. These loans are non-interest bearing and at December 31, 1981 were repayable in five equal
annual installments commencing in 1982. During 1982 the repayment terms were amended and the loans are now
repayable in three equal annual installments commencing in 1984.
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4.

Fixed Assets

1982
Accumulated
Depletion and
Cost Depreciation Net
Petroleum and natural gas leases and rights
including exploration, development and
equipment thereon

BT b e e e e $262,589,653 $15,941,745  $246,647,908
HnitediStates: [.ind. = Ul R e 43,369,566 1,040,384 42,329,182
ABHIDhaby .. o s s bR RS e 18,452,001 — 18,452,001
1 EVE ST el sl £ i S = SR 4,747,386 — 4,747,386
Netherlands: .l e e 3,534,706 — 3,534,706
el . o e T s Wt 3 e L] 1,261,487 — 1,261,487
Bhiippimes:. . ..ot e e S e s o 359,221 — 359,221

BOERIZAIN. - i v e S| = e — — —

EOTMATIY . ek sl R i — — —

|1 05 o R RS e QAR - o R R — — —
Othier areas: . . .. L LS NRRESE Liannl: s 1,336,137 — 1,336,137
Oitherzequipment . . oo e iome | D 8,617,040 549,359 8,067,681
$344,267,197 $17,531,488 $326,735,709

1981

Net

$ 50,410,219
35,442,489
7,197,393
775,601
2,303,164
965,971
297,408
3,892,831
2,307,510
1,450,000
876,748
15591,112
$107,510,446

At December 31, 1982 the costs of acquiring and evaluating unusually significant unproved properties in Canada of
$45,461,000 and in the United States of $34,015,000 have been excluded from the computation of depletion. During
1982 interest of $5,739,000 (1981 — $505,000) has been capitalized in accordance with the accounting policies of the

Company.

Long Term Debt

1982
BaTviBloaniia)s:. .t e, wo il s Rl ey e e R e e A $107,000,000
BanlSloani(b) ...« s odite sl e e CEl ] S e e et 22,756,250
BAESIOANIC], 1.7, i vk i et MR o Lt E el o O 0 =t e ol e o, 19,000,000
L e L T e o e | LS R TR e R o e 5,825,379
154,581,629
| BT T i (e Lot P81 E oot oo Pl i s b s T el el L e e e A 10,132,811

$144,448,818

1981

$ 2o
12,000,000

425,750
12,425,750

$12,425,750

(a) Bears interest at prime plus %% (12.75% at December 31, 1982), is evidenced by a demand promissory note and is
secured by the Company’s interest in certain oil and gas properties and by a general assignment of accounts

receivable. The loan is repayable over 10 years commencing August 31, 1983.

(b) Bears interest at prime plus 2% (13.00% at December 31, 1982) is evidenced by a demand promissory note and is
secured by the Company's interest in certain oil and gas properties, its investment in S & K Petroleum Ltd. and by a
general assignment of accounts receivable. The loan is repayable over 9 years commencing April 30, 1983.

(c) Bears interest at prime plus %% (13.00% at December 31, 1982), is evidenced by a demand promissory note, is
secured by a portion of the investment in Candecca and is due March 31, 1984. Subsequent to December 31, 1982,
$15,000,000 has been repaid from the proceeds of the issue of common and preferred shares (see note 13 (b)).

The estimated annual payments of principal during each of the five years subsequent to December 31, 1982 are as
follows: 1983 — $10,132,811; 1984 — $19,808,772; 1985 — $14,805,023; 1986 — $15,027,198; 1987 — $14,677,853.
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Deferred Production Revenue

Under the provisions of certain gas purchase contracts, as amended by an agreement with TransCanada PipeLines
Limited and Topgas Holdings Limited, the Company has received payment for gas which will be delivered in the
future. In each year commencing on November 1, 1984, the Company is committed to deliver 10% of the total amount
of gas for which prepayment has been received.

Preferred Shares of Subsidiary Companies

The holder of the preferred shares, a Canadian Chartered Bank, is entitled to receive quarterly cumulative dividends
on the principal amount of preferred shares outstanding calculated at an annual rate equal to 1% plus fifty-two one
hundredths of bank prime rate (7.625% at December 31, 1982). The Company and various subsidiaries have undertaken to
purchase the preferred shares under certain conditions in which case the bank may extend a line of credit and for
which the Company has provided, as security, an assignment of certain oil and gas properties, an assignment of
accounts receivable and a floating charge debenture on all assets of the Company. The redemption requirements of the
Preferred shares are as follows: 1983 — $3,500,000; 1984 — $8,100,000.

Income Taxes

The income tax provision differs from the calculated tax obtained by applying the Canadian corporate tax rate to the
loss before income taxes. These differences are accounted for as follows:

1982 1981
0SS be FOT CHREOTIE AKX 1 N e O R et B sl Sl $(21,921,705) $(1,475,068)
BT 001 (o) 1 (LT st ) P 0 £ ) 63 10 5 505 e e G S B A S R e 47.8% 47.8%
Ealculatedfincome Xy PraVISIOR B e e s i sy et $(10,478,575) $ (705,083)
Add (Deduct):

Crown charges disallowed for tax

RHEposes eSS pToN Heia e (e S o B A A e 4,004,682 430,593
e enal EESOUTCE AIIGWATICE . . o sl sleie ors 5omhedaeS s sale) e o3 S0l sosarat v e ae ST 751505 (3,579,643) (277,985)
Depletion allowance on Canadian oil and

gas produchon IneOme s e s e e el ot mia e e o, (185,266) (39,930)
Preferred share dividends of subsidiaries ...............ccoviiiiiiiiiiii.. 628,540 926,261
Non-deductible depletion and write-off

ofitoreigmlexplorationicosts.y s re nan s e i e s 3,116,753 308,200
Eoss carEyRtOrWaRd e = o i e R S e s o e 3,419,379 —_
PetrolemmEandi castreVENUE taate ot L el s s e e g 1,384,778 132,992
e e e e e i S I o 70,206 58,322
LG Tt b DTS TEID b A st et 0l i O AT P B S B A S e e s $ (1,619,146 ) $ 833,370
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10.

Capital Stock
(a) Authorized

The authorized capital of the Company consists of:

(i) two classes of preferred shares, consisting of a senior class (First Preferred Shares) and a junior class (Second
Preferred Shares). Both classes are of no par value, are unlimited in number and are issuable in series.

(i) an unlimited number of no par value common shares.

(b) Issue of Common Shares

Number of
Shares

BalancelsDecember 515 TO80) TETaERIer a1 - et el e e L 8,505,923
On acquisition of petroleum and natural gas leases and rights ................ 295,271
D B G S O WA TTATIES . I T e e e 897,468
EBEiexcrtise of opOont = L a s S et S o 500,000
Binicxerciseiol stock options! F R el e L 54,283
Ghniconversion'of preferredishares =8 i ool nn e o S 150
Balance: Decemnber 31198 ] o it Btk o b s el 10,253,095
Onigenusition of Erancana Ol EAGasiied ™ oh - oo S i o e o 7,103,501
ORIEXErtise: of: Stock OPHONS. Sl FElll o e B e e 86,890
BalaneesDecem ber 08 o e o e o e e s e o et 17,443,486

(¢) Common Shares Reserved

At December 31, 1982 the following shares were reserved:

Consideration

$ 47,508,333
4,583,471
7,807,200
6,000,000

421,424
2,550

66,322,978
42,621,006
513,099

$109,457,0835

(i) 818,396 shares in respect of stock options granted to officers and employees, exercisable at prices ranging

from $5.50 to $12.47 at various dates to May, 1986.

(i) 1,764,556 shares in respect of conversion rights attaching to the Second Preferred Shares to August 1, 1985

and thereafter 1,666,525 shares to August 1, 1990; and

(iii) a maximum of 563,200 shares in respect of an agreement to offer to purchase all of the units of Sceptre
1980-81 Exploration Program (a partnership engaged in the exploration for the development of petroleum

and natural gas) to August 14, 1983.

Contingent Liabilities and Commitments

The Company is contingently liable for a maximum of approximately $1,000,000 under letters of credit issued by a

Canadian Chartered Bank in respect of work commitments under certain exploration licences.

The Company has lease agreements in respect of office premises of which future minimum payments for the next five
years are approximately as follows: 1983 — §1,800,000; 1984 — $1,800,000; 1985 — $1,500,000; 1986 — $1,200,000;

1987 — $1,100,000.
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11.

Business Segments

The Company is engaged in only one business segment, the exploration for and development and production of
petroleum and natural gas. The following information is presented representing the geographic distribution of the

Company’s activities:

Canada

1982

REVEIME:. i i b i el e o B R = $ 28,131,944

Segment Operating Profit (Loss) .................. $ 10,325,128

General corporate expenses less
managementifeeiTeyenuc S u R e
INCOMERANEE L. ils o et nrms b e s e ar i one re ey e, o
Interestiexpensel. AE s e i Satl e s
Dividends on preferred shares of
SUbSIAIATICS S .o T e S R

Loss forthie Yeak. |« oot s e i R e

Identifiable Assets .. ............ ... .. ... . ... $267.675,339

Corporate assets
Investment in Candecca

Total ABSEES S e o s e et e e L

Canada

1981

REVERUE: S g A T e e S Sl ot s L $ 4,217,921

Segment Operating Profit (Loss) .................. $ 1,270,134

General corporate expenses less
managementeaITeyenUe En il SRS
| 00 11T 3 TR et e e e B e ot LA b
RSB I TICOETC % o it o s i e e hels s e s el e
Interestiexpenses i e s
Dividends on preferred shares of
SE D ST CS s o T e S r Wi

oSS O tHEEVERAR T 1o ik v, o e A e St o

Identifiable Assets . . ... ........ ... ..6ceesanis o $57,452,409

COorpOTAtCaSSe R L kot e e bl e e
Investment in Candecca

Potal A SEets s, T e s oo rihe. o el e

United
States

$ 1,159,432
$(9,036,862)

$53,093,555

United
States

$ 4,873,623
$ 1,084,839

$43.019,970

Other

$ -
$(8.810,848)

$30,026,510

Other

s —
$(3,222,920)

$20,214,803

Consolidated

$ 29,291,576
$ (7,522,582)

(3,986,042)
3,989,226
(11,468,223)
(1,314,938)
$(20,302,559)
$350,795,404

4,623,713
16,897,875

$372,316,992

Consolidated

$ 9,091,544
$ (867,947)

(436,272)
(590,985)
1,886,988
(362,438)
(1,937,784)

$ (2,308,438)
$120,667,182

6,504,433
15,293,884

$142,465,499
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“

12. Related Party Transactions

(@) S & K Petroleum Ltd. (S & K) is 9.96% owned by the Company. The Company has an option, to January 1984, to
acquire a further 9.9% interest in S & K. The Company manages all of the business affairs of § & K pursuant to a
management agreement under which $241,633 was received during 1982.

(b)  The Company is the operator of a joint venture which is engaged in the exploration for oil and gas in Abu Dhabi.
The joint venture includes two companies which are associated with certain directors, other than employees, of
the Company. At December 31, 1982, a total of $1,114,000 was unpaid in respect of cash calls made by the
Company to those associated companies. These unpaid amounts bear interest at bank prime rate plus 2%. Subsequent
to December 31, 1982, $208,000 plus interest was repaid and arrangements were concluded for the payment of
$200,000 per month, commencing April 30, 1983, in respect of the remaining outstanding amount.

13. Subsequent Events

(a) On January 27, 1983, the Company acquired all of the outstanding shares of Willowdale Resources (1981) Ltd., a
private oil and gas company, by the issue of 850,000 8/2% Convertible Second Preferred Shares Series B having an
ascribed value of $20.00 per share.

(b) On February 25, 1983, the Company issued 1,920,000 Common shares at a price of $6.25 cash per share and
150,000 8'2% Convertible Second Preferred Shares Series C at a price of $20.00 cash per share for an aggregate
amount of $15,000,000. These proceeds have been utilized to retire bank indebtedness.
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Historical Information

FINANCIAL SUMMARY FOR FIVE PERIODS

(in thousands of dollars except for share data)

Year Ended Nine Months Ended
December 31, December 31,
1982 1981 1980
Earnings
Revenue
Qil and gas — net of royalties /. o - S EEEC $ 29291 $§ 4614 $ 2,623
Salesiof o1l and gas leases: ..o ool o d SRR, — 4477 —
Interest and other income . .............cciiiinieennnn. 467 3,765 3,644
Total REVENUE L.\ sl sl i N e 29,758 12,856 6,267
Expenses
Production. . ;= Soin s v e e T e T 6,085 909 415
Gost of sales of oil andigastleasess e Lo r R — 3,416 —_
Eetrplenmrand gasiTeyenizes et s a e e 2,897 278 —_—
General and admin S AV E . . e e e e 4,453 2,313 1,376
futerest onidng termadebt i o onn o e et 7,781 — —
EHNETINTETESE 2kl er e L e e b e s L 3,687 362 9
Alherta royalty: taxieredit. oo il Ll i o e (2,370) (242) (67)
Pepletionand depreciationsiit s Sl e 9,521 2,134 1,393
1B 72 2 i bk e 011 0T R i b Sl e O e e e e (1,619) 833 1,349
Write-off of non-productive foreign exploration ........ 18,311 3,223 —
Al ERDENSesT s B e B Y, st st Stk 48,746 13,226 4475
Earnmgs:(ILoss) Before undernated st s 100 o (18,988) (370) 1,792
Dividends on subsidiary preferred shares .............. 1,315 1,938 1,247
Earnings (Loss) Before Extraordinary Items.............. (20,303) (2,308) 545
Exiraordittary Bemest 0, Tl o n ol s i el Gt — — 1,701
Net Encnings (losmior sly S0, 0o i e Sohens.m dia b Do (20,303) (2,308) 2,246
Preferred dividend entitlement ......................... (2,100) (2,100) (931)
Net Earnings (Loss) Applicable to Common Shares ... ... $(22,403) $ (4,408 § 1,315
e common Share: o T i e s $ (1.52) (47¢) 15¢
Funds Generated from Operations . . .................... $ 7225 § 5878 $ 3,910
S ETE (50141 4370] 001 8 B chohieh il Wi e ol B e i e A49¢ .63¢ 46¢
Balance Sheet
ke canitalildeficioney) .ot i i e o $(22,669) $ (50) $ 24,709
IyESIEn S and AAVATICES | 55 0 i s oty o o el e et s, 19,209 17,199 21,206
B B A SR O LS bt ol Vot de oot 3 e s oo e A e s e SN T b 326,736 107,510 54,640
SRpusREmDleved s i sek crimmimtn i i 323,276 124,659 100,555
Preferred shares of subsidianmes . e m et s o e oo 11,600 15,100 18,600
v erm debt . R e ks e ks 144,449 12,426 —
Deferred INCOME LAKPS ... o v v oivioisie s ioingel sooisT s e sbsre siminle. st 32,947 8,353 7,530
Beferred produchGrirevenue SIS a e 24,830 61 110
Long Term Liabilities .. ... ... it e 213,826 35,940 26,240
Prelerred Shares. .. .. oh s e siare e A S pE 29,997 29,997 30,000
EOMMON ShATES .. o v s s ree e e e ot L e e 109,201 66,067 47,252
Retaned jearningsi(defat)c =iy e, o f AT (29,748) (7,345) (2,937)
Sharcholders’ EqUity .05l cia sl cand i i $109,450 $ 88,719 $ 74,315
Common shares outstanding at end of period ............ 17,443 10,253 8,506
Common shares outstanding (weighted average) .......... 14,776 9,299 8,496

Year Ended March 31,
1980 1979

$ 3360 $ 4,614
2,009 138
5,369 4,752
666 il
597 481
364 452
(135) (222)
1,481 1,970
1,165 869
4,138 4,321
1,231 431
1,813 1,456
(582) (1,025)
1,150  (4,474)
568 (5,499)

$ 568 $(5,499)
8¢ $ (1.04)

$ 3,743 $ 3,231
hd¢ B¢
$12.864 $(3,086)
14,333 6,081
42,512 44,156
69,709 47,151
21,225 22,100
— 3,293
6,352 3,000
106 179
27,683 28,572
45,942 23,063
(3,916) (4,484)
$42,026 $18,579
8,380 5,335
6,903 5,268
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SRR T T . e P | S eSS S e NSO T3 ] EN | M S N 1T 1 TEE] [ 0T L0 I EE R

(Financial Summary for Five Periods Continued)

Year Ended Nine Months Ended
December 31, December31, Year Ended March 31,
1982 1981 1980 1980 1979

Working Capital Derived From

D DETatIORRE L L R e R $ 7295 § 5878 $ 3910 § 3,743 % 3,231
Issue of common shares
Fhr cARRSlemi e oo i, e el et 515 14,229 1,811 22 879 674
On acquisition of Francana Oil & Gas Ltd. .......... .. 42 621 - - — —
On acquisition of oil and gas partnerships............. — 4,583 — — —
Lonp:tepmidebta ot oo Lol e I R R o ) 33,137 12,426 — 1,250 1,192
Deferred PrOJUCON YEVENUE ... .. s oo b amis catbidni oh 10,845 — — — —
Long teEmETeceIVables - . ..t s e e — 4,000 2,192 — —
OiheragsetRiyn ool At o e 567 — — — —
Issue ofipreferredishates .. 0 00000 L RS ou e —_ — 30,000 = ==
SalalofinvesmnEnts . . e e il — — 5,702 —_— —
Salefoftfisediassets. . =l o A S SR — — _— 12,000 531
Other . FUENE o0 0O S (408) 354 4 (73) 99()
94,500 41,470 43,119 39,799 5,848
Working Capital Applied To
Fixerdtassersieton. oo ol iem ey s S, 53,104 52,829 13,420 9,657 8,459
Acquisition of Francana Oil & Gas Ltd. ................. 46,421 — — —_ —
Acquisition of net assets of oil and gas partnerships . .. ... — 5,399 — — —
Reduction efflongtermtdebi o f i img o e s e 9,075 - = 4,543 =
Redemption of preferred shares by a subsidiary ......... 3,500 3,500 2,625 875 —
Preferred share dividends ............cco v on 2,100 2.100 581 — —
Preferred share dividends of subsidiary companies. . ... .. 1,315 1,938 1,247 1,813 1,456
Investment in Candecca Resources PLC................. 1,604 = 7,200 oo =
Long terpimecewables o, ik s e e e e e — — 1,080 6,961 —_
Investmentsir s n e n  ohils pii i S e e s S —_ 463 3,826 —_— _—
Preferred shageisniue expenses: . -1 .2 U Sle S — — 1,295 — —
117,119 66,229 31,274 23,849 9,915
Increage (decrease).in working capital ... L. Sl ol oael ) (22,619) (24,759) 11,845 15,950 (4,067)
Working capital (deficiency) at beginning of period ........ (50) 24,709 12,864 (3,086) 981
Working capital (deficiency) at end of period........ .. .. $(22.669) $§ (50) $24,709 $12,864 $(3,086)
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3 P TR O Y P I I RS e e . e e B e e e e e S R S e e SRR SRR e e . oDTEEE
OPERATIONS SUMMARY FOR FIVE PERIODS

Acreage Holdings
CANADA
RO o b s pe e e W B e e
INERRACTE ST . LIl o e S e S e
R R e S T L
UNITED STATES
BTOSSYACIES ot s e s o e
N A e s e e e R e i, i s
INTERNATIONAL
e (o] £ o e R By e o,
R T e B e e RN I AT Ml
Rovaltvinterests fis sl ain s L el

Drilling Activity (direct participation only)
Natuxalioasiwells = o o
A R e s R A et e S
I NV S A e i o s s s et o

B atalEwe LS e i e e L il T
Production

Bentday bt oo o e e
Namiral gas —MMef . oo oo
| 4576 (2 BrEyi i o S e S R S S S

Gross Reserves — proven and probable (1)
Petroleum and liquids — barrels ..........
MNatural eas — Bk v gy s caat e

Employees at end of Period ................ ..

(1) Includes reserves of Willowdale Resources (1981) Ltd.

1982

2,888,626
894,760
1,070,891

1,696,001
397,170

16,193,880
6,057,160

740,345
2,028
8,000

21.9

21,880,500
386.60

190

December 31,
1981

1,769,610
390,534
928,959

2,287,580
338,293

18,049,048
1,728,314

46
18
48

112

57,986
159
2,082

-

2./

1,166,000
74.00

70

1980

1,815,895
476,586
945,855

1,038,136
77,625

11,490,928
1,498,916

19
24
29

72

38,852
142
1,454
555

542,700
58.61

42

March 31,
1980 1979
1,768,616 1,654,694
428,498 347,579
037522 1,027,366
358,055 -
36,235 —

7,657,238
958,060

30
29
30
89

51,533
141
1,927
he3

693,700
b3

2

10,171,379
2,301,630
413,901

45
6
7

(3

78

84,645
232
3,470

9.5

748,600
80.13

11
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Shareholders’ Information
m

Annual Meeting

The annual meeting of shareholders
will be held in the Britannia room
of The Westin Calgary, at 3:00 p.m.
local time, Tuesday, June 28, 1983.

Common Share Information

Transfer Agents and Registrars

Common shares
Canada Trust Company at
Calgary, Toronto and Montreal

CIBC Trust Company of
New York, New York

7% Second Preferred Shares
Series “A”
Canada Trust Company at
Calgary, Toronto, Montreal
and Vancouver

8% Second Preferred Shares
Series “B”
(Issued January 27, 1983)
Canada Trust Company at
Calgary, Toronto, Montreal
and Vancouver

8% % Second Preferred Shares
Series “C”
(Issued February 25, 1983)
Canada Trust Company at
Calgary, Toronto, Montreal
and Vancouver

Stock Exchange Listings
and Symbols

Toronto and Montreal
Stock Exchanges

Common Shares: SRL

7% Second Preferred Shares
Series A: SRL PR.A

Quoted on NASDAQ
Common Shares: SCRLF

Dealings in Common Shares
permitted on

The Stock Exchange,
London, England

Auditors

Thorne Riddell
Chartered Accountants

Investor Relations

Sceptre Resources Limited
2600 Bow Valley Square 1V
250 - 6th Avenue S.W.
Calgary, Alberta

T2P 3H7

(403) 298-9800

Sceptre Resources Limited, a widely held public company, has a total of 17,443,486 issued common shares at
December 31, 1982 (19,387,488 at March 31, 1983), which are held by approximately 8,800 registered shareholders.
On a geographical basis, these shares are registered approximately 77 percent in the names of Canadian
shareholders, 20 percent in the names of U.S. shareholders and the remaining 3 percent in the names of

shareholders in other countries.

On a fully diluted basis, after conversion of preferred shares and the exercise of stock options, Sceptre has a total
of 20,026,452 common shares outstanding at December 31, 1982 (24,466,544 at March 31, 1983).

Trading Range of Common Shares

1982

First Quarter
Second Quarter
Third Quarter
Fourth Quarter

* commenced trading May 28, 1982.

The Toronto Stock Exchange

Symbol “SRL”
High Low Volume
Cdn. $ Cdn. §
$13.125 $5.25 470,063
$ 6.75 $4.70 1,555,339
$ 8.75 $5.375 1,659,522
$ 8.625 $5.875 1,631,909

NASDAQ*
Symbol “SCRLF”

High Low Volume

US. § US. $
$ — § — —
$4.6875 $3.625 145,386
$6.745 $4.125 496,193
$6.875 $4.6875 577,043
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Sceptre Resources Limited

Corporate Information

BT S R S B S AR 1< L e B S e

Head Office

2600 Bow Valley Square IV
250 - 6th Avenue S.W.
Calgary, Alberta T2P 3H7
Telephone (403) 298-9800
Telex 03-822619

Directors

Angus A. Mackenzie*
London, England

Richard A. Gusella*
Calgary, Alberta

James S. Palmer, Q.C.*
Calgary, Alberta

H. S. McColl
London, England

Thatcher L. Townsend, Jr.***

Winston-Salem
North Carolina

Stuart R. Horne***
Caledon, Ontario

T. Oscar Stangeland**
Montreal, Quebec

Timothy J. Wagg#***
Montreal, Quebec

Pierre Goyette™*
Montreal, Quebec

W. Leslie Duffy**
New York, New York

Secretary

James S. Palmer, Q.C.
Calgary, Alberta

* members of the Executive
Committee
** members of the Compensation
Committee
#** members of the Audit
Committee

Officers

Angus A. Mackenzie
Chairman of the Board

Richard A. Gusella

President and Chief Executive Officer

Norman D. Knowles
Vice President, Operations

Gary W. Freeman
Vice President and Manager
Domestic Exploration

Gordon H. Johnston
Vice President, Land and Contracts

Allen F. Emes
Vice President, Corporate

Stanley G. Weber

Vice President Finance,
Treasurer and Chief Financial
Officer

International
Exploration/Production Offices

Sceptre Resources Inc.
5353 West Dartmouth
Suite 300

Denver, Colorado 80227
Telephone (303) 988-9396
Telex 00450884

Sceptre Resources
(Indonesia) Limited
JL. Ampera Raya No. 6
JKT Selatan

Jakarta, Indonesia
Telephone 782 628
Telex 73 47101

Sceptre Resources
(Abu Dhabi) Ltd.

P.O. Box 2604

Abu Dhabi, U.A.E.
Telephone 9712-326560
Telex 893-24186

Sceptre Exploration

(U.K.) Limited

Gloucester House

149 Old Park Lane

London, England W1Y 3LN
Telephone (01) 499-2941
Telex 51-298577

Principal Canadian Subsidiaries
(wholly owned)

Francana Oil & Gas Ltd.
Willowdale Resources (1981) Ltd.
MEC Producing Ltd.

Petroquest Limited

Operated Gas Plants

Cessford, Alberta
Holmberg, Alberta
Huxley, Alberta
Judy Creek, Alberta
Stanmore, Alberta

Major Operated
Compressor Stations

Birch Lake, Alberta
Edwand, Alberta
Warwick/Norma, Alberta

Affiliated Company
(41% owned)

Candecca Resources PLC
97-99 Park Street

London WIY 4N]
England

Telephone (01) 408-0108/10
Telex 51-892684

Solicitors

Burnet, Duckworth & Palmer
Calgary, Alberta

Cahill Gordon & Reindel
New York, New York
Bankers

The Royal Bank of Canada
The Toronto Dominion Bank
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SCEPTRE RESOURCES LIMITED

2600 Bow Valley Square 1V
250 - 6th Avenue S.W,
Calgary, Alberta
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