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CORPORATE HISTORY

The Company was incorporated in
the Province of Ontario, Canada,
August 21, 1950 as Maygill
Petroleum Company. Its name was
changed to West Maygill Gas & Oll
Limited on May 13, 1954 when its
capital was reduced by 10:1. The
name was changed to Ranger Oil
(Canada) Limited on August 5,
1958 and on June 12, 1980, the
Company was continued under the
Canada Business Corporations Act
as Ranger Oil Limited. The
valuation day (December 31,
1971) value of the Company's
common shares for capital gains
tax purposes in Canada is

$1.15 per share (as adjusted

for subsequent stock splits). The
Company and its subsidiaries are
engaged in the exploration for and
development and production of oil
and natural gas on a world-wide
basis.

COMMON SHARE MARKET DATA

The common shares of the Company are listed on
the Toronto, American, and London stock
exchanges. The high and low sales prices for the
common shares on the Taronto and American stock
exchanges for each quarter of the two fiscal years
1980 and 1979 are tabulated below. The Company
has not paid any dividends on its common shares.

Toronto Stock American Stock
Exchange Exchange
(Canadian dollars) (U.S. dollars)
High Low High Low

1980

1st Quarter.. §11.67 S 650 $1025 § 521
2nd Quarter. 14.08 T 12.25 6.42
3rd Quarter . 15.42 12.42 13.58 1071
4th Quarter . 2750 1413 23.38 12.13

1979

1st Quarter..  3.61 267 313 2.50
2nd Quarter. 519 3.23 4.46 279
3rd Quarter . 6.13 4.42 5.31 3.83
4th Quarter . 9.13 5.50 7.83 4.63

The figures quoted have been adjusted to give effect
to a two-for-one stock split in December 1979 and a
three-for-one stock split in October 1980.

NOTE:

Copies of the Company’s Form 10-K (without exhibits) as filed
with the Securities and Exchange Commission are available
upon written request free of charge to all shareholders of record
and beneficial owners of shares. Exhibits to the Form 10-K will
be supplied upon request for a fee which represents the
Company's cost of reproduction and mailing. Any such request
should be addressed to the Corporate Secretary of the
Company at its head office.
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FINANCIAL HIGHLIGHTS (thousands of U.S. dollars)

Commencing with the fiscal year-end 1979, the Company’s financial results including prior years have been

stated in U.S. dollars, as the majority of the Company’s business is now transacted in that currency.
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OPERATIONAL HIGHLIGHTS

Gross Daily Production
Crude Oil and Natural Gas Liguids (barrels)
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Natural Gas
(thousands of cubic feet — Mcf)

Gross Proven Reserves
At December 31
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1980 1979
$140,776 S 69,961
$108,526 S 50,125
$ 25,501 S 10,942
$ 7,529 S 374
$118,414 $163,987

60,090 59,649

$ 1.81 S .87
$ .43 S .19
1,159 1,201

73 96
12,000 8,109
13,232 9,406
11,608 14,230
2,554 3414
14,162 17,644
60.1 Bil:2

4.5 4.7
111.3 103.0



Chairman’s
Report
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J. M. Pierce,
Chairman

A year ago, your company reported
on the excellent results of the first
year of production from the Ninian
oil field in the United Kingdom
sector of the North Sea. The
Company's performance continued
in 1980 with an expanded
exploration and development
program and record oil production,
revenues, cash flow and earnings.

Ninian Oil Field

Production from the field averaged
231,000 barrels per day during the
year with accumulated production
since start-up to December 31,
1980 totalling 142 million barrels
of oil. The field is currently
producing at a rate of
approximately 310,000 barrels per
day. Development drilling from all
three platforms continued as
planned during 1980 with total well
completions at year-end of 30
production and 15 injection wells.
The overall development well
program of approximately 100
production and injection wells will
continue throughout 1981/82.

Crude prices continued to increase
during 1980, increasing from
$29.55 U.S. per barrel on January 1
to $35.95 U.S. at year-end, for an
average price of $35.19 during the
year. Effective January 1, 1981, the
Company's Ninian crude selling
price was increased to $38.95 U.S.
per barrel.
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Under the terms of the Ninian
Unitization Agreement, the first
redetermination of the participants’
field equity interests occurred in
1980. As a result of this
redetermination, the Company's
unit interest increased, effective
January 1, 1981, by approximately
20% to 6.1783%. This increase in
unit interest will directly affect
1981 as the Company will receive
an increased equity interest in daily
production, plus an additional 1.4
million barrels of adjustment oil
due to the retroactive nature of the
equity change. The Company's
share of field capital costs was
also adjusted to reflect the
increased equity interest, with a
payment of S37.2 million U.S. made
on February 27, 1981,

North Sea Exploration

The 3/8a-5A and 6A wells were
drilled and tested in mid-1980. The
5A well was drilled on a large
structure south of the Ninian field
and was a successful appraisal of
the 3/8a-3 oil discovery. The 5A
well tested oil from four separate
pre-cretaceous intervals ata
combined flow rate of 15,200
barrels per day. An additional well,
3/8a-7, was spudded
approximately six kilometres
southeast of the 5A in March 1981
to further evaluate this structure.

The 6A well, located 1.7 kilometres
northeast of the 3/8a-5A ail

discovery, also discovered oil on a
separate structure adjacent to and
south of the Ninian field. Oil was
tested from four separate pre-
cretaceous intervals at a combined
rate of 20,500 barrels per day. A
follow-up well is planned for mid-
1981. As both structures are
adjacent to the main Ninian field,
any future development plans
would utilize certain of the existing
production facilities, the pipeline
and the terminal.

The U.K. government recently
announced the results of the 7th
round of awards with interests in
blocks 3/8b and 209/4 being
awarded to Ranger U.K. Block 3/8b
(Ranger interest 20%) lies directly
east of the Ninian field. Block
209/4 (Ranger interest 16%) isina
promising exploration area west of
the Shetland Islands.

Australia

The Company has recently opened
an exploration office in Perth,
Western Australia. An exploration
permit covering 3,950,000 acres
was awarded to a Ranger operated
group (Ranger interest 56%) in late
1980 and an expansive seismic
program is expected to commence
on the property in May 1981.
Additional exploration prospects
are currently being evaluated and
the Company intends to expand its
activities during 1981.



Other International

During 1980, the Company
continued its exploration efforts in
both Guyana and offshore The
People's Republic of China.

The second year's seismic
program in Guyana, has now been
completed on the 3,340 square
mile concession (Ranger interest
20%). Following final interpretation
of the seismic data, the decision to
commence drilling in late 1981 will
be made.

Offshore The People's Republic of
China, the Companyis a
participant with several major oil
companies in seven seismic group
surveys covering approximately
154,500 square miles. The seismic
surveys are now complete and final
interpretations will be submitted to
the Chinese authorities by mid-
1981. The government is expected
to announce the formal regulations
covering the awarding of
exploration permits as early as late
1981,

North America

During 1980, the Company
participated in the drilling of 91
wells (Canada 84, U.S. 7) of which
6 were successfully completed as
oil wells and 20 as gas wells. An
additional 10 wells have been
cased pending further evaluation.
Drilling activity was concentrated
in the Edson, Auburndale, Craig
Lake and Suffield areas.

Production from Canadian gas
properties continue to be restricted
by market conditions, however, the
Company has negotiated contracts
for the majority of its newly
discovered gas reserves.

Exploration activity continued on
the Company's coal property in
northeastern British Columbia. The
mine development potential of this
area was enhanced recently with
the announcement by the federal
and provincial governments that
the necessary rail and port
facilities would be developed. Coal
sales contracts have been signed
by the Japanese steel industry and
two Canadian companies with
mine development plans adjacent
to the Company's property.
Preliminary sales contract
discussions have also taken place

between the Company and the
Japanese and Korean steel
industries.

Outlook

As previously stated, the
Company's primary objective is to
actively pursue new exploration
prospects on a global basis. As a
result of this policy, the Company
has recently expanded its

senior professional staff and has
initiated and developed new
exploration programs in six
countries. The Company's oil and
gas reserve base has also been
strengthened with continuing
developments in both North
America and the North Sea.
Adverse governmental taxation
policies affecting the energy
industry in Canada and the United
Kingdom have created
uncertainties with respect to the
industry in general, however, the
Company believes that a
favourable climate for energy
exploration and investment will be
achieved, through the co-operative
efforts of both industry and
government.

New Ventures

The Company announced in late
December 1980 that agreement
had been reached with the
shareholders of Kissinger
Petroleum Corporation, to acquire
all of the outstanding shares of the
privately held company based in
Denver, Colorado. The purchase
was completed on March 20, 1981,
and involved a consideration of
$22 million U.S. in cash and a $23
million U.S. 8%2% convertible
debenture, convertible into
800,000 common shares of Ranger
at a conversion price of $28.75 U.S.

Kissinger Petroleum Corporation
and its wholly-owned Canadian
subsidiary own net interests in
approximately two million gross
acres of oil and gas leases and oil
and gas reserves in both Canada
and the U.S. The companies also
own and operate four drilling rigs of
varying depth capacities.

Alsoin March 1981, the Company
announced that agreement had
been reached with Sedco, Inc., a
major international offshore drilling
contractor, to form a 50/50 joint
venture with Ranger to own and

operate a heavy duty semi-
submersible offshore drilling rig.
The rig, to be named the Sedco 714,
costing S100 million U.S. will be
built in Korea and completed in
mid-1983.

The Sedco joint venture will
complement Ranger's worldwide
exploration activities as drilling
units of this type are in constant
demand and their current short
supply is expected to continue for
the balance of the decade.

Financial

The Company's financial position
continued to strengthen during
1980, with record revenues, cash
flow, net earnings and an improved
balance sheet.

Net earnings for 1980 were S25.5
million U.S. (S .43 per share), an
increase of 133% over 1979 net
earnings of $10.9 million U.S. ($.19
per share). Gross revenue for 1980
increased to $140.8 million U.S.
from S70 million U.S. and cash flow
from operations amounted to
$108.5 million U.S., an increase of
$58.4 million U.S. over the previous
year.

During the year the Company
reduced its bank loans by S45.6
million U.S. to $118.4 million U.S. at
year-end. The recent Kissinger
acquisition and the Ninian
redetermination payments were
financed utilizing short-term bank
loans and a $23 million U.S.
convertible debentura. As a result
of the projected increased cash
flowin 1981, the Company
anticipates a substantial reduction
in its bank debt by the end of the
year.

The Company anncunced on
October 16, 1980 a three-for-one
splitin the Company's common
shares. Share certificates for the
additional shares were distributed
to shareholders in late November.

The excellent results during the
year are due to the dedication and
resourcefulness of our employees.
To all employees the Directors
express their sincere appreciation.

On behalf of the Board

J. M. Piérce

March 31, 1981 Chairman



Production

Tanker at jetty at Sullom Voe

Daily gross production and the net
proceeds after royalties from the
sales of such production for 1980
are as follows:

United Kingdom — Crude Oil

Ranger's gross share of production
of oil from the Ninian field
averaged 12,000 barrels per day
during 1980. A total net revenue of
$129 million (U.S.) was received
for the Company's share of
praduction of 3.7 million net barrels
at an average price of $35.19 (U.S.)
per barrel. The prevailing price on
January 1, 1981 was $38.95 (U.S))
per barrel.

Canada — Crude Qil

Production of oil and condensate
averaged 1,159 barrels per day
during 1980. Revenue from oil and
condensate sales totalled $3.2

million (U.S.) during 1980, an
increase of 14% compared to
1979,

The wellhead price received by the
Company for its oi! production in
Canada increased $3.00 (Cdn.) per
barrel during 1980. The current
wellhead price is $17.75 (Cdn.) per
barrel.

Canada — Natural Gas

Production of gas averaged 11,608
Mcf per day during 1980. Revenue
from gas sales totalled $5.9 million
(U.S.) during 1980, an increase of
9% compared to 1979.

The average wellhead price
received by the Company for its
gas production in Canada also
increased during 1980. The current
average wellhead price for gas in
Alberta is approximately $2.65
(Cdn.) per Mcf.

United States — Crude Oil

Production of oil and condensate
averaged 73 barrels per day during
1980. Revenue from oil and
condensate sales totalled
$433,000 (U.S.)) during 1980.

The wellhead price received by the
Company for its U.S. oil and
condensate production varied
between $6.25 (U.S.) per barrel
and $39.50 (U.S.) per barrel in
1980.

United States — Natural Gas

Production of gas averaged 2,554
Mcf per day during 1980. Revenue
from gas sales totalled $1.3 million
(U.S.) during 1980, a decrease of
29% compared to 1979.

The average wellhead price for gas
sales in the U.S. varied between
S.94 (U.S.) per Mcf for interstate
sales, to $2.64 (U.S.) per Mcf for
intrastate sales in 1980.



Reserves y

J.J. Newman, Ninian Northern Platform
Senior Vice President Exploration
and Production

NORTH SEA — NINIAN OIL FIELD

Based on a March 2, 1981 reserve study by DeGolyer and MacNaughton, independent Petroleum Consultants,
estimated remaining gross proven reserves of crude oil and natural gas liquids as of December 31, 1980 are as

follows: Thousands
of ba(rels
Crude QOil
Total Remaining OQil Recoverable, . . ... ... . . . 906,979
Ranger's 6.1783% INterest (1) ... ..o 56,036
Ranger's Retroactive Adjustment Oil (2) ... .. . 1,404
TOtal (2] . oot 57,440
Natural Gas Liquids
NGL'S ReCOVErable. ... ... e 42,508
Rangensi: 17 83% INTere STaN) » s s 2 ik 550 % 5 5 S0 550 700 % 565 Sh § s saeee o sarkebnotal s s a srone o ot 2,626
Total Oil:&NGLsi— Rangers B:1 78 3UNIerastid): « uu « auw v o o 2 s ot 3 s w0 5 i 2 S5 5o & fane o 60,066

North Sea oil and gas reserves outside of the Ninian Oil Field are not included in the above figures. This applies specifically to the discoveries
on blocks 3/8 and 23/27, and the block 48/18b gas discovery

(1) Unit agreement percentage following first redetermination of interest.
(2) Ranger's Ninian Unit Interest increased from 5.192% to 6.1783% retroactive to start of production.

NORTH AMERICA

The Canadian reserve estimates have been prepared by Company engineers. The United States reserve estimates
have been prepared by Keplinger and Associates, Inc.

Estimates of proven reserves before royalty as at December 31, 1980 are as follows:

Canada
Crude Oil and Natural Gas Liguids (thousandsofbarrels)............... ... ... ... .. . ..., 4,385
Natural Gas (millions of cubicfeet) . .. ... . 106,182
United States
Crude Qil and Natural Gas Liquids (thousands of barrels). ............... .. ... ... .. ......... 148
Natural Gas (millions of cubic feet) . ... ... 5179
CORPORATETOTAL
Crude Oil and Natural Gas Liquids (thousands of barrels). . ........... ... .. 64,599
Natural Gas (millions of cubic feet) . . ... ... 111,361



World-wide
Acreage

Holdings

as at December 31, 1980

OIL AND GAS ACREAGE
Geographical Area Nature of Interest
(a) Oil and Gas Developed Acreage
Canada (1)
FH] o= LR S e S Leases
British Columbia. .................. Leases
Saskatchewan .................... Leases
United States (1)
LOUISIANGA. = o o sossrsrenmms i i o e Leases
TEXAS s o s dis SRR S R S Leases
AN OIMITH e oie e e el 55 H5 946 S0 Leases
OtherStates ...................... Leases
United Kingdom — North Sea . . .. . .. Licence P.199
Total Oil and Gas Developed Acreage. .
(b) QOil and Gas Undeveloped Acreage
Canada (1) _
Albertas i v ssasnes L B v R Leases, reservations and licences
British €olUmbIg. ;.a = o v s vemni Leases
United States (1)
LOUISIANE . . oo Leases
TEXAS « o oottt Leases
EtherStates os v we s s o o Leases
United Kingdom — North Sea (3). ... Licence P-114 (2)
Licence P-128 (2)
Licence P-229 (2)
Licence P-199 (2)
Licence P-329

Total Qil and Gas Undeveloped Acreage

COAL EXPLORATION ACREAGE
Canada

British Columbia: - o v on wn o Licences

(1) Does not include Kissinger properties. See page 23.

Block Numbers

3/8a — Ninian

22/27a
23/27
48/18b
48/19b
3/30a
4/21
4/26
3/8a
3/8b

Gross Acres Net Acres
254,182 80,218
10,748 1,790
3,401 =] 1,586
268,331 83,594
2,448 1,679
6,838 2,928
3,992 210
4,000 876
17,278 o 5693
7715 1,543
293,324 90,830
178,127 52,563
12,067 1,852
190‘19_4_ 54,415
1,632 372
9,685 5,943
1,704 70
13,021 6,385
41,711 16,685
49,273 19,709
16,754 3,854
19,818 4558
38,302 7,660
2,298 460
10,329 2,066
1.7.31.7 3,463
12516 2,503

_ 208,318 60,958
ﬂS?.GOO 427,520
3,950,000 2,212,000
6,499,1@_?3 2,761,278
19,745 13,821

(2) At the end of the initial six-year term, 50% of the acreage reverts to the Crown. The above table gives effect to the required relinguish-

ment.
(3) Block 209/4 awarded March 1981 not included.



International
Operations

A. L. Evans,
Vice President Exploration,
International

The Company has expanded its
international exploration activities
during 1980 to include Australia
and has established an exploration
office in Perth, Western Australia.
Exploration activities are currently
under way, outside North America,
in the U.K. sector of the North Sea,
Guyana, offshore the Peoples’
Republic of China and Australia.
Other areas of the world are being
reviewed with a view to possible
exploration activity.

Guyana

The Company holds a 20% interest
in a concession area covering
approximately 3,340 square miles
in the interior of Guyana. An initial
seismic program of 300 miles was
completed during the year and a
second program of 470 miles was
commenced. The current program
will concentrate on detailing
structures indicated by the initial
survey. The terms of the
concession require the drilling of
an exploratory well during the third
contract year which commences
November 1981.

Ninian Central Platform, control room
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China

The Company is a participant in
seven group-seismic surveys
covering approximately 154,500
square miles offshore the People’s
Republic of China. All the surveys
were completed during the year.
Interpretation of survey results is
under way and final reports on
each of the survey areas will be
delivered to the Chinese
authorities prior to June 1981. The
Chinese Government is expected
to announce an initial round of
licence applications during late-
1981. Ranger, by virtue of its
involvement in all seven group
seismic surveys, will be eligible to
apply in all licencing areas.

Australia

The Company has been awarded
an Exploration Permit covering
approximately 3,950,000 acres in
the Canning Basin of Western
Australia. The Company holds a
56% net interest and will act as
Operator for the Permit. In addition,
the Company holds a 20% equity
interest in Pontoon Oil and
Minerals N.L., an Australian
company, which holds a 24%
interest in the Permit.

An initial seismic survey of over
1,000 kilometres will be
undertaken in 1981.

The Company is currently
reviewing other areas of potential
exploration interest, both onshore
and offshore.
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United
Kingdom
Operation

G. H. Bowman,
Managing Director, Ranger Qil (U.K.)
Limited

U.K. Seventh Round

The U.K. Government announced
the Seventh Round of offshore
licencing during 1980. Ranger, in
partnership with other companies,
applied in both the Company
Nominated Area and the
Government Designated Area. The
Nominated Area awards were
announced in December 1980 and
Ranger was successful in the joint
application with BP and LSMO for
block 3/8b. The Designated Area
awards were announced in March
1981. The Sun Oil group of which
Ranger is a 16% participant was
awarded block 209/4.

Licence P-114; 22/27a and
23/27 (Ranger interest 40%).

A seismic programme will be
conducted across block 22/27a in
1981 to evaluate further prospects
on this block. The 23/27 Paleocene
oil discovery is also being re-
evaluated with a view towards
further drilling to determine the
commercial potential of this
prospect.

Licence P-128; 48/18b and
48/19b (Ranger interest 23%).

Adetailed 1 km seismic grid
covering both blocks will be shot in
1981 and a re-evaluation of the
licence will then take place with a
view to further drilling.

Running 30" casing on Northern Platform

Licence P-199; 3/8a (Ranger
interest 20%).

The Company participated in two
successful exploration wells in
1980 on block 3/8a south of the
Ninian oilfield.

Well 3/8a-5A was drilled on a large
structure south of the Ninian field
and was a successful appraisal of
the oil discovery made in 1975 by
the BP/Ranger 3/8-3 well. The
3/8a-5A well tested oil from four
separate pre-cretaceous intervals
at maximun flow rates of 3,688,
100, 4,874 and 6,520 barrels of oil
per day respectively.

Well 3/8a-6A, located 1.7 km.
northeast of the 3/8a-5A oil
discovery, was drilled on a
separate structure adjacent to and
south of the Ninian field. Oil was
tested from four separate pre-
cretaceous intervals at rates of
7,200, 4,900, 4,700 and 3,700
barrels of oil per day respectively.

Adetailed 1 km seismic grid will be
shot across both structures early in
1981 and a development feasibility
study carried out. The first of a two-
well appraisal program on the
structures was spudded in early
March.

Licence P-229; 3/30a, 4/21 and
4/26 (Ranger interest 20%).

Due to adverse weather, the
seismic planned for 1980 was
postponed and will now be shot in
1981 and the licence re-evaluated
following the survey.

Licence P-329; 3/8b (Ranger
interest 20%).

This licence was awarded in the
7th Round of U.K. awards and
comprises the eastern half of block
3/8, which was relinquished in
1978 under the terms of the
original block 3/8 licence. A
seismic survey of the block will be
carried out during 1981,

Block 209/4 (Ranger interest
16%).

Awarded in the 7th Round of U.K.
Awards this block is located in the
West Shetland basin. In addition,
Ranger has a 16% equity interest in
Union Jack Company Limited
which has a 24% interest in the
block.
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Ninian

Aerial view of crude oil tankage at
Sullom Voe

The Ninian oilfield was discovered
in January 1974 by the BP/Ranger
3/8-1 well. By 19786, eight
exploration and appraisal wells
had been drilled and a decision
was made to develop the field
under a Unitization Plan utilizing
three production platforms.

Production commenced on
December 23, 1978 from the first
well drilled from the Southern
Platform.

By the end of 1980, 30 wells were
producing oil from the field and 14
were injecting seawater into the
reservoir as part of the water
injection pressure maintenance
plan to enhance recovery from the
field. A further well was injecting
surplus LPG into the reservoir as a
gas conservation measure pending
the commissioning of LPG
recovery and marketing facilities at
the Sullom Voe Terminal in 1982,

Atotal of 142 million barrels of oil
had been produced from the field
by the end of 1980, and the rate of
production at year-end was
approximately 300,000 barrels
daily. The Company's net share of
production during 1980 was 3.7
million barrels of oil, which were
sold at an average price of $35.19
(U.S.) per barrel to Chevron
Petroleum (U.K.) Limited under a
long-term sales contract.

Ninian Southern Platform

Field Development

The installation of process
equipment and support facilities
continued during 1980, but
construction work offshore was
entering the final phase by the end

On the Southern and Central
Platforms, the LPG processing and
injection systems were put into
operation and injection of LPG into
well C-5began on May 28. The
Alternate Living Quarters module
was lifted onto the Central Platform
and is the first phase of a program
to increase offshore
accommodations.

The Northern Platform received a
Certificate of Fitness for drilling on
May 1. Production facilities were
completed and certified and
production commenced on
September 1.

Reservoir Development

Development drilling continued
during 1980 with two rigs on each
of the Southern and Central
Platforms and one on the Northern.
By year-end, a total of 22 wells had
been completed from the Southern
Platform, of which 14 were
producing and 8 injecting water.
On the Central Platform, 20 wells
had been completed by year-end,
13 of these being producers and 7
injectors. The Northern Platform
completed two wells during the
year, both producers. During
December 1979, an experimental
subsea well was tied-in to the
Central Platform as an additional
producer.

Pressure maintenance by water
injection started in July 1979 and
by year-end 1980 a total of 78
million barrels had been injected
into the reservoir. Current daily
injection rate is approximately
250,000 barrels per day and when
the water injection scheme is
completed, it is planned that
injection volumes will match fluid
withdrawals from the reservoir.

i



Gas Conservation

Plans for conservation of surplus
associated offshore gas include
the connection of the field to the
western leg of the FLAGS pipeline
system, together with reinjection
into the reservoir of surplus LPG.
Equipment for LPG injection was
commissioned at the end of May
1980, and by year-end some 2.5
million barrels had been returned
to the reservoir at an average rate
of 12,000 barrels per day.

Department of Energy consent has
been received for offshore flaring
of dry associated gas pending
commissioning of the FLAGS gas-
gathering system.

The feeder line to the west leg of
the FLAGS gathering system was
laid in July. The 17 kilometres of
line were tied in and successfully
hydrotested. The gas compressor
module was installed on the Cental
Platform and connected to the
existing system and the FLAGS
feeder line. The compressors and
feeder line are awaiting completion
of the FLAGS facilities in late- 1981
before being brought into service.

Sullom Voe Terminal

Construction at the Sullom Voe
Terminal continued at the
programmed rate during 1980. All
the major equipment components
are now on site and being installed.
This includes crude oil
stabilization, gas compression and
LPG recovery facilities in addition
to the existing storage, shipping
Jetties and power facilities.

The Terminal is designed to handle
1,410,000 barrels of stabilized
crude oil perday. Current
production from both the Ninian
and Brent pipeline systems
exceeds 700,000 BOPD. Twelve
crude oil storage tanks are in
service, each having an effective
capacity of 590,000 barrels. One of
the four jetties in service is capable
of handling refrigerated LPG.
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Ninian Pipeline

The 36-inch main oil line from the
Ninian field to the Sullom Voe
Terminal continued to operate
without problems during 1980. The
routine annual survey of the line in
mid-summer found all elements in
satisfactory condition.

The line carries crude from the
Ninian field and from the Heather
field. Output from the Magnus field
will be added when that field
comes on stream in 1984. In
addition, approaches have been
made during 1980 by another field
group to put crude through the line
in 1985 and negotiations are
currently in progress.

Unitization

On January 25, 1979, the
Operating parties in the Ninian
field signed a Unitization
Agreement which defined the
principles of unitized operation,
including the methods of sharing
the oil produced from the field and
the associated operating and
capital costs.

Under this Agreement, each party's
interest in the Unit is determined
according to a formula. The

equity participation resulting from
the formula is redetermined from
time to time as additional reservoir
data become available, with the
final determination expected to
take effect not later than July 1,
1984. At each such
redetermination, oil production,
operating expenses and capital
expenditures for field, pipeline and
terminal facilities will be
retroactively adjusted in
accordance with the new

equity participation assigned.

Initially, the Company was entitled
to 5.192% of production from the
Unit. As a result of redetermination
negotiations during 1980, this
share was increased to 6.1783%
effective January 1, 1981. In
addition to this increased equity,
the Company will receive some 1.4
million barrels of oil during 1981 in
accordance with the retroactive
adjustment procedures of the Unit
Agreement.

Sullom Voe Terminal in the Shetiand Islands
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North American
Operations

Canada

S. B. Smith,
Vice President Operations, North
America

The Company carried out an active
exploration program in 1980 by
participating directly in the drilling
of 84 wells, and indirectly in 14
royalty interest wells.

Emphasis continued in several
established areas of interest,
notably Edson, Auburndale and
Craig Lake areas, as well as
several new areas.

An analysis of the 1980 drilling is
shown in the following table.

A new category — Cased for
Evaluation — has been
incorporated this year to identify
those wells which, although cased,
will require extensive production
testing to determine their ultimate
status.

Total Wells
(Direct Participation)

1980 1979
Ol cas v = vmi e 5 16
Gas............. 20 20
Service.......... 1 0
Cased........... 10 0
Abandoned .. .... - ﬁ 1 E
Total............ 84 52
Net Wells. . ...... 15:1 10.2

Despite generally adverse gas
marketing conditions in the

A. Sanden and W. Wallace inspecting a gas facility

industry, Ranger was able to obtain
new or additional contracts in three
areas during 1980. Auburndale,
Craig Lake and the Rich areas
commenced production on new
contracts during the year.

Shekilie

A significant gas discovery was
drilled in the Shekilie area of
northeastern B.C. in March 1980.

59°25'
s 4

94-P-8

120°07'30"

The d-99-H well was tested at a
rate of 6.0 MMcfd from the Slave
Point formation. Further production
testing is scheduled for the 1980-
81 winter season.

Two additional wells will be drilled
during 1981. The Company has
working interests varying between
19% and 25% in a total of 4,560
acres adjacent to the discovery.

R12 W6M.
T <
i 120
i
0%

SHEKILIE AREA

o 1 2 3 4
1 4 ; ;

STATUTE MILES
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Suffield “C” Block

The extensive drilling program in
this block was completed in 1980
with the drilling of 55 wells to bring
the total to 67. The program has
resulted in 8 il and 7 gas
discoveries. By completing the
program, the Company has earned
a 15% working interest in this
88,080 acre block.

Edson

Drilling continued in Edson West
and resulted in 2 multi-zone gas
wells bringing to 4 the total of
productive wells in this area.
Completion and testing are now
under way on these wells in
preparation for anticipated first
production in 1982. At least one
additional well will be drilled in
1981.

Excellent production performance
was maintained in the existing
Edson Viking contract area during
the year. The A10-16-53-19 well
was recompleted in the Viking
zone and indicated productivity in
excess of 8 MMcfd.

R.9 R.8 W4AM. R7

II==III
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N N

STATUTE MILES

STATUTE MILES
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Kinsella-Auburndale G £ # 5
. . : el R Rl ++‘¢ i B Xf SERT:
Successful drilling continued in the +agat # & EREEE Bt W,
Auburndale area of Alberta with a o NG mtrr s o ¥ +. S ot e B
total of 12 wells, all of which * 4 + x4 *x NS wont * ggf
resulted in gas wells. Also, during g GERRIVIIL e 0 ‘ o | -
1980, gas contracts were obtained o o 8 S Y i R it o o
on 7 Auburndale wells, 4 of which ® . > ek ey C LB E B
went on production in November. Ca e 24 my ¢t o oa¥
Further facility construction and i ATt HE + .
contracts are anticipated in 1981. R e o & R K % 7 ':ﬁ
Extensive facility renovations were i s ik R
made in the Viking Kinsella field e *g* — e et el b
during 1980. Productivity from this g ek f"** = g 3 R
field remains at 9.6 MMcfd. ¢ + *a e R st p Ay @ i
% 4+ # & .
The combined productivity of the e s 3 e o ) 3 :i a:: * ;t: #
Kinsella-Auburndale-Hawkins area g G TR EE + BB b
is estimated to be 18 MMcfd with e E N\t wr W R R
Ranger's share 7.2 MMcfd. Drilling RIS | ENEYRE | | e
in this area in 1981 is expected to *» W - .4* * #—4__  HAWKINS-KINSELLA
involve approximately 7 wells. * 4 gl :\ a’ i o 1 AUBURNDALE AREA
el [ = ¢ ;
BOSRN =
# o 47 BN N e
Craig Lake ¥ b R.12 4+ RIl W4 x
This area saw the drilling of 7 gas i -
wells in 1980 to earn Ranger a 50% <+ s ¥ ¥

working interest in 8,960 acres.
Three previous 100% Ranger wells
in this area were granted a gas
contract in 1980. Facilities were
constructed and the wells were
placed on production in
September.
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Rich-Fenn West

Production operations were
maintained successfully during
1980, and an additional well, 10-6-
35-21, was equipped and tied into
the gas plant. The well is capable
of rates in excess of 2 MMcfd.

Five additional wells are planned
for 1981 and additional gas
contracts for the area are expected
to be available in 1982.

Sweetgrass facility, Alberta
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United States

E. Tonn,
President, Ranger Oil Company

In view of the attractive economic
climate for oil and gas exploration
in the United States, the Company
nlans to significantly expand its
scope of U.S. operations. As a
major first step towards this
objective, Ranger has purchased
Denver-based Kissinger Petroleum
Corporation. This acquisition will
provide Ranger with a strong
exploration base in the Rocky
Mountain Area.

Further acceleration in Ranger's
U.S. operations will be
accomplished by developing a
production and exploration
organization with the capacity to
operate in the major U.S. oil and
gas States. Its principal short-term
goal will be to assure reserve
additions from successful
exploratory drilling in traditional
producing areas. Its main long-
term goal will be to implement
exploration strategies that will
result in developing an attractive
prospect and lease inventory with
the potential for contributing
sizable reserve additions.

Exploration activities in the U.S.
during 1980 included participation

20

Testing the Cartwright # 1 oil well

in the drilling of seven gross
exploratory wells in South Texas
and South Louisiana. An oil
discovery was completed in Live
Oak County, Texas.
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Daily U.S. production averaged
2,554 thousand cubic feet of gas
and 73 barrels of oil from 25 wells
located in Texas, Louisiana,
Kansas and Wycming.
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Minerals
Exploration

EXISTING
B.C RAILWAY

PROPOSED
RAILWAY (75 mi.)

HE. BRITISH COLUMBIA

COAL AREA
SHOWING LOCATION OF
FUTURE MINES

Mount Spieker coal project
— northeastern British Columbia

The Company holds 20,000 acres
of metallurgical coal licences in
the Mount Spieker area of
northeastern British Columbia.
During 1980, seven additional core
holes were drilled on the property,
one of which was located in the
previously undrilied southeastern
sector of the property and
established the presence of a
major additional coal-bearing area.
Four adits were driven in the
proposed future open-pit area in
order to obtain bulk coal samples.
The coal samples were
subsequently shipped to Japan
and South Korea for analysis by
potential purchasers.

Mount Spieker exploration camp
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It is estimated that the property
could eventually produce at a peak
rate of 1.45 million tonnes per
annum and that mine life would be
19 years; these figures exclude
consideration of coal reserves in
the southeastern sector.

The owners of two properties
immediately adjacent to Mount
Spieker have recently concluded
sales agreements with Japanese
steel mills. It is expected that
commitments by the B.C. and
Federal Governments will result in
early construction of the necessary
railroad and terminal facilities to

accommodate export of
northeastern B.C. coal.

The Company has recently
examined and made application
for several mineral licences in New
South Wales, Australia. The
licences lie within the historic area
of early-20th century gold mining
activity in the State,

The Company has continued its
policy of basic prospecting within
Canada, both in its own right and in
joint venture arrangements. During
1980, several claims were staked
in areas of potential mineralization.



Kissinger
Acquisition

Saddle Lake gas plant

Kissinger Petroleum
Corporation

Consistent with corporate strategy
to more aggressively pursue North
American oil and gas exploration,
Ranger has acquired Denver-
based Kissinger Petroleum
Corporation. This company, with an
established daily production of 180
barrels of oil and 9,785 Mcf of gas
in the U.S. and Canada, will act as a
nucleus to bring an active U.S.
exploratory and development
operation into immediate focus.
The company has over a million
gross acres of prime undeveloped
land located in some of the major
oil and gas basins in the
Northwestern United States. An
active and experienced staff is in
place in Denver and will, under the
guidance of Ranger’'s Houston
office, continue to pursue
evaluation of these extensive
properties, in addition to seeking
new exploratory ventures in the
Western U.S. Region.

Dual pumping unit at Chigwell

Kissinger also owns and operates
four drilling rigs, three in Canada
and one in the U.S., with rated
capacities of 6,500, 4,600, 2,600
and 18,000 feet.

In Canada, Kissinger Petroleum
Ltd. has some 931,000 gross acres
of developed and undeveloped
land concentrated in the gas prone
area of east-central Alberta. A
vigorous drilling program has been
maintained on these lands for
Cretaceous gas sand reservoirs
which, on establishing production,
can be put on stream to the
adjacent province of
Saskatchewan. In addition, these
lands are centrally located in an
area containing large known
deposits of heavy oil. A number of
extraction and enhancement
schemes by major companies to
recover these oil reserves are
currently in progress in the
immediate area. A pilot project with
Amoco is under way on Kissinger
lands and has been highly
encouraging in its early recovery
results.

The following table indicates
Kissinger's net Oil and Gas
Undeveloped Acreage as at
December 31, 1980:

Net Acres
Canada
Alberta 113,249
Saskatchewan 20,997
British Columbia 313
Manitoba 542
135,101
United States
Colorado 20,327
Montana 39,437
North Dakota 155,648
South Dakota 12,762
Kansas 11,270
Other States 15,338
254,782
Total 389,883
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and Analysis
of Operations

(expressed in U.S. dollars)

Financial Review

A. K. Surridge,
Senior Vice President, Finance

The substantial increase in the
Company's 1980 revenue, net
earnings and funds generated from
operations, compared to the
previous two years, reflect the
increased production and higher
prices from the Ninian oilfield in the
North Sea. The bar graphs, on Page
27, indicate the dramatic impact the
commencement of Ninian
production in December 1978 has
had on the Company's operations.
The Ninian field currently accounts
for 90% of the Company's gross
revenue, net earnings and funds
generated from operations.

Earnings

Net earnings for 1980 were S$25.5
Million (S.43 per share), an
increase of 133% over 1979 net
earnings of $10.9 Million ($.19 per
share). Net earnings for 1980 were
reduced by $3.2 million dollars net
of income taxes attributable to a
write-down of oil and gas
properties. Under S.E.C. “full cost”
rules, cost centres are established
on a country-by-country basis and
should not exceed the value of
related reserves computed utilizing
S.E.C. guidelines.

Revenue

Oil and gas sales increased by
$70.6 Million in 1980 compared to
1979. The increase is a result of
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Central Platform — Picking up “pig"” to put into the “pig launcher”.

higher prices (S61.6 Million) and
increased production (829 Million),
offset by increased royalty
payments ($20 Million). As over
90% of the Company'’s oil sales are
based on world market prices, any
change in world oil prices will have
a significant impact on the
Company's future gross revenues.
The average sales price for Ninian
crude oil during 1980 was $35.19
U.S. per barrel and the current price
is $38.95 U.S. per barrel. Prices
received for oil and gas produced
in North America also increased
during the past two years.

Expenses

Total expenses for 1980, excluding
income taxes, amounted to $63.6
Million, an increase of 65% from
1979. The increase is mainly
attributable to the higher level of
production from the Ninian Field.
Although the Company’s total bank
indebtedness decreased during
the year, interest expense
increased due to the higher
percentage of interest charged to
earnings under the Company’s
interest capitalization policy. In
addition, the average effective
interest rate for 1980 was
substantially higher than the 1979
rate.

Income Taxes

The provision for deferred Income
and U.K. Petroleum Revenue Taxes
amounted to $51.7 Million, an
increase of $31.3 Million from
1979.

The Company's U.K. operations
were not subject to current
Corporate and Petroleum Revenue
Taxes in 1980 due to the capital
expenditure write-off allowances
associated with the development
of the Ninian oilfield available for
tax purposes.

Current tax provisions are
expected to be required in 1981, of
which the first payments will be
made in 1982, The amount of
current tax payable in future years
will depend somewhat on the level
of exploration and development
expenditures to be incurred in
1981 and subsequent years.




Capital Expenditures

The Company’s capital
expenditures for 1980 were $57.2
Million compared to $55.2 Million
in 1979. Ninian expenditures
decreased by $14.1 Million in 1980
relative to 1979, as total project
development is almost complete.
On February 27, 1981, the
Company paid S37.2 Million
related to past Ninian development
costs under the redetermination
agreement, whereby the
Company's interest in the Field
increased to 6.1783 percent from
5.192 percent.

In March 1981, the Company
entered into a joint venture with
Sedco Inc. to build and operate a
semi-submersible, offshare drilling
rig. The drilling rig, which is
estimated to cost $100 Million, will
be owned 50 percent by Ranger
and contracted to the Company for
a minimum of 5 years.

Qil facility in Alberta

o

Helicopter on Ninian Central Platform
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Financial
Review and
Analysis

(continued)

F. J. Dyment,
Treasurer

Financial Position

The increased funds generated
from operations has allowed the
Company to reduce long term debt,
mainly associated with Ninian
development, from $178.3 Million
as at December 31, 1978t0 $118.4
Million as at December 31, 1980.
The net cash flow from the Ninian
field will substantially reduce the
U.K. bank loanin 1981.

The increase in the Company's
interest in the Ninian field from
5.192 percent to 6.1783 percent,
effective January 1, 1981, as
described in Note 8 to the
consolidated financial statements,
will enhance future revenue, net
earnings and funds generated from
operations.

This increase will be somewhat
offset in the near term by the U.K.
Government's proposed new
Supplementary Petroleum Duty
that will be applied at a rate of 20
percent on oil and gas revenue for
a period of 18 months,
commencing January 1, 1981. The
Supplementary Petroleum Duty will
be deductible for Corporate and
Petroleum Revenue Taxes during
this 18-month period.
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St. Paul compression unit

In addition, the March 10, 1981
U.K. budget speech proposed
certain revisions to the Petroleum
Revenue Tax, which would
increase the amount of PRT
payable in future years. The
Government has indicated that
they will be reviewing the total oil
taxation structure over the next
18-month period. Any changes as a
result of the U.K. Government's
review of the oil taxation structure
would have an effect on the
Company's financial position.

On March 20, 1981, the Company
purchased all of the outstanding
shares of Kissinger Petroleum
Corporation for $45 Million U.S. The
acquisition was financed by a $23
Million U.S. 82% debenture,
convertible into 800,000 common
shares of Ranger at a price of
§28.75 U.S. per share, and a $22
Million U.S. bank loan. In addition,
the Company has arranged to
refinance Kissinger’s existing $19
Million bank debt.

Bank Loans — as of December 31
(in millions of dollars U.S.)

Total Assets — as of December 31
(in millions of dollars U.S.)

300
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Rangen Ol Limited
Consolidated Statement of Earnings and
RelQIREE EAMINGS Ty seomente 1, 1250

_. 1980 & L ABAS o 1918
Revenues
B EngagEsIsHBES S08 0 BITT - s SR e T $139,780 $69,158 S 8746
Investment aNdotheRINERME & i s s il it e s o o 996 803 802
_140,776 _69.961 __ 9548
Expenses
Productionses oot et SRl SRS s or Tl MR el T e 11,049 6,290 1,321
General andiadministrative sl oiies (8 I e 3,774 2,280 1,207
Interest (motei) B . e mls b TRt ekl U S 1) i, 17,354 11,189 2,461
Depletionanddepreciation . ........cooviiiiiiien ... 25,079 16,542 1,680
Write-down of oil and gas and mineral properties ............ 4,243 323 7,662
Provision for future site restorationcosts. ................... 2,093 2,053 —
_ 63,592 _38677 14,331
Eamings-(osskbéloietayas o5 piata i Em Al i ol - T 77,184 31,284 (4,783)
Income and U.K. Petroleum Revenue
Taxes (Recoveries) (note 7). ................0 i, 51,683 20,342 _ (1,010
Nét Eamingg (HoSS): - = i e e 25,501 10,942 (3,773)
Retained earnings at beginningofyear....................... 16,582 5,640 9,413
Retained EarningsatEndofYear ......................... $ 42,083 516,582 S 5,640
Net Earnings (Loss) Per Common Share,
based on weighted average number of
common shares outstanding (note6) .................... $.43 S.19 S(.07)

Rangen Ol Limited
Auditors’ Report

To the Shareholders of
Ranger Qil Limited

We have examined the consolidated balance sheet of Ranger Qil Limited as at December 31, 1980 and 1979 and
the consolidated statements of earnings and retained earnings and changes in financial position for the three
years ended December 31, 1980. 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, 1980 and 1979 and the results of its operations and the changes in its financial position for the three
years ended December 31, 1980 in accordance with generally accepted accounting principles applied on a

consistent basis.
Calgary, Canada (" e ﬂ//ﬂ_ﬂ
March 2, 1981 Chartered Accountants
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zwoga Ocl Limited
Consolidated Balance Sheet

as at December 31, 1980 and 1979
(expressed in thousands of U.S. dollars)

ASSETS
1980 1979
Current Assets
Cashiand:short-tam deposilss « e & A it S o e e s $ 922 S 4,194
Accountsiiegelvab| et s ot s B e L e R AR D 24,498 17,705
IngometaXes recoVerable s 2ol f o oie Sra it b e s e e e 720 169
Inventory, at lower of cost and net realizablevalue. .. ....................... - 52§
26,140 22,597
Property, Plant and Equipment (“full cost”" basis —note4) ................ .. 273,731 245975
$299,871 $268,572
LIABILITIES
Current Liabilities
Accountsitayablbt.ce aiy Lt s e Sara i i L s e $ 10,211 SEITT 2T
Current matinitiesion bankdoans -of % Seiilin L ol sl S i s, 8,400 4,496
18,611 22223
BankiLoans(Rbte:5) . & ik B u oy R ien Ul Fan et . o I T 118,414 163,987
Déférred GasRevenuUe: .. i . .ty Sl Gl i © o SIS 1,447 700
Provision for Future Site RestorationCosts. ... ........... ... ... .. 4,146 2,053
Dafaomadilaxes: ... 1. i 5t s Vot i il v e Ui i 76,655 25117
SHAREHOLDERS’ EQUITY
Capital Stock (note 6)
Authorized
Preferred shares without par value in unlimited number
Commeon shares without par value in unlimited number
Issued
60,089,792 (1979 — 59,649,192) Commonshares................ 38,515 37910
Retsinac Enrhings!. /00 Cias gl he s L INede L . b R T 42,083 16,582
80,598 54,492
$299,871 $268,572
Approved by the Board
, Director
E. O. Parry
_, Director

J. M. Pierce
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Ranger Odl Limited

Consolidated Statement of Changes in Financial

B Three Years ended December 31, 1980
POS Itl On (e;Sfesigd in thousands of U.S. dollars)

1980 1979 1978
Source of Funds
Neteaumnesiloss) s degey s *5r JE- - sugen s v E i ey S $ 25,501 $10,942 SUSTH3)
Charges (credits) not involving funds
Depletionand depreciation . . . ..ooov oo iiineninenn, 25,079 16,542 1,680
Write-down of oil and gas and mineral properties .......... 4,243 323 7,662
Provision for future site restorationcosts. .. ............... 2,093 2,053 —
Deferied taxe s s % i pei oSt g Sl s MR N0 | el 51,610 20,265 (516)
Eundsigenerated fromoperations .. G sim iy e haie 108,526 50,125 5,053
B AN OANST oo e o e i R MR T R RN R e et (e 27,204 21,711 B2
BefairedigasieNentier s 1% | tb caa ks var e Bl i s T 747 303 397
IssUeiof COMMION SNATES: .« vt thr v e i = e S 8 605 17,425 354
137,082 89,564 81,976
Application of Funds
Bropenty. plantandiequipment: 7o i m S oL e 2 57,150 55,228 79,891
BamiloaliSh s, et o s o EeE S SRt s e i B i 72,777 36,003 2792
Deferret Charees. e i i i & i i Tl - = 433
129,927 91,231 83,116
Increase (Decrease) in Working Capital. . ................. 7,155 (1,667) (1,140)
Working capital at beginningofyear......................... 374 2,041 3,181
Working CapitalatEndofYear ......................... .. $ 7,529 Si a4 S 2,041
Increase (Decrease) in Current Assets
Bash andishorttermidepesits: e i Sl amln b i $ (3,272) S 1,167 S 1,098
ACGOUMIS TeEEIVABIEEY o e . o i, w4 S Tl 6,793 10,325 (1,940)
e R o ] =le) [ e e s s e ol st A BT 551 (985) 509
BIVORORE e ns iR e e A b T (529) (87) (642)
3,543 10,420 (975)
Decrease (Increase) in Current Liabilities
Accolmisipayapleiseriaid $80 T Laneleet -t s n Ml B 5 7,516 (10,122) (4286)
Glurrentmaturfies on bankiloams i v an i eSS S (3,904) (1,965) 261
3,612 (12,087) (165)
Increase (Decrease) in Working Capital. . ................. $ 7.185 S (1,667) $(1,140)
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INCORPORATION AND CHANGE OF NAME

In June, 1980, the shareholders authorized the continuance of the company under the Canada Business
Corporations Act. The name of the company was changed from Ranger Qil (Canada) Limited to Ranger Oil
Limited.

ACCOUNTING POLICIES

(a)

(b)

(c)

(d)

(e)

Principles of Consolidation

The consoclidated financial statements include the accounts of Ranger Oil Limited and its subsidiaries
(“the Company”), all of which were wholly-owned as of December 31, 1980.

U.S. Dollar Reporting

The majority of the Company’s business is transacted in U.S. dollars and, accordingly, the consolidated
financial statements are expressed in that currency.

Currency Translation

The accounts recorded in other currencies have been translated into U.S. dollars on the following basis:

(i) Current assets and current liabilities, at the rate of exchange in effect as at the balance sheet date;

(i) Property, plant and equipment, at the rate of exchange in effect at the date on which the respective
assets were acquired;

(iii) Bank loans, at the rate of exchange in effect at the date on which the funds were borrowed;

(iv) Revenue and expenses (excluding depletion, depreciation and write-downs of il and gas and
mineral properties which are translated at the same rates as the related assets), at average rates in
effect during the year.

Unrealized gains arising on translation which are not significant, have been included in earnings.

Oil and Gas Operations

The Company follows the “full cost” method of accounting for oil and gas operations whereby all costs of
exploring for and developing oil and gas reserves are capitalized. Such costs, including the costs of
production equipment, are accumulated in centres established on a country-by-country basis and
depleted using the unit-of-production method based upon the estimated proved oil and gas reserves in
each cost centre, or charged to income if exploration in any cost centre is determined to be unsuccessful.

Capitalization of Interest Costs

The costs of developing oil and gas reserves include interest and other financing charges on funds
specifically borrowed to finance major costs of ongoing developments (such as the Ninian Field in the
North Sea). Such charges are capitalized (1980 — $5,156,000; 1979 — $10,083,000; 1978 —
$9,598,000) and amortized against production revenues on the same basis as other development costs.

Site Restoration

The Company provides for major site restoration costs (such as the removal of offshore production
platforms at the end of the producing life of a field) on a unit-of-production basis, based on its share of the
estimated future liability for such costs.

Mineral Exploration

Costs relating to mineral exploration are capitalized, and will be depleted based upon production from
related mineral reserves as and when discovered or charged to income if exploration is determined to be
unsuccessful.



(h) Taxes

The Company follows the tax allocation method of accounting under which (a) the provision for corporate
income taxes is based on the earnings reported in the accounts, and (b) the estimated total liability for
U.K. petroleum revenue tax is apportioned to accounting periods on the basis of gross revenue derived
from U.K. oil and gas production.

(i) Depreciation
Depreciation of aircraft and other equipment has been provided in the accounts at methods and per
annum rates (ranging from 7% to 30%) which are estimated to amortize the cost of the assets less salvage
values over their useful lives.

() Joint Ventures
Substantially all the Company’s exploration and development activities related to oil and gas are
conducted jointly with others. The accounts reflect only the Company's proportionate interest in such
activities.

(k) Oil and Gas Sales

Revenue from oil and gas sales is net of all royalties and the financing fee of 8% of the Company's share
of crude oil production from the Ninian Field (see note 5).

() Earnings Per Share

Earnings (loss) per common share have been computed by dividing net earnings (loss) by the weighted
average number of common shares outstanding during the year. In determining the number of common
shares used in the computation, no consideration has been given to outstanding stock options or shares
to be issued under the Company's stock bonus plan, which, although considered to be common share
equivalents under United States accounting principles, would not have a material effect on the
calculation of earnings (loss) per common share as reported.

UNITED STATES ACCOUNTING PRINCIPLES

The accounting principles as described in note 2 differ from those generally accepted in the United States in
the following respects:

(@) Currency Translation

Under United States accounting principles, the Canadian dollar bank loans (see note 5) would have been
translated into U.S. dollars at the exchange rate in effect at the current balance sheet date.

(b) Capitalization of Interest Costs

The Company has capitalized interest on the portion of its outstanding bank loans that is regarded to
relate to the ongoing development activities in the Ninian Field in the North Sea. Under United States
accounting principles, the interest capitalization period for the Ninian project would have ended upon the
commencement of production from the Field.

The effect on consolidated net earnings of the difference between Canadian and United States

accounting principles in the area of currency translation is not significant.

The effect on consolidated net earnings of the difference between Canadian and United States

accounting principles in the area of interest capitalization is summarized as follows:

1980 1979
Amount Per Amount Per
(000’s) Share (000’s) Share
Net earningsasreported . ........... $25,501 $.43 $10,942 $.19
Effect of capitalized interest,
net of deferred income taxes. . .. . .. (1,930) (.03) (4,248) (.07)
Net earnings under United States
accounting principles. ............ $23,571 $.40 S 6,694 12

The effect on the Company's balance sheet of the above difference in accounting policy is summarized
as follows:
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December 31, 1980

Property, plant and equipment ..................
DeferrediinGOmEtaxXes .\ = b o 2ot thes s iy T S0 b
Retaifediearnings:cLa: B v o 0 2000 iR T b r s

December 31, 1979

Property, plant and equipment . ............... i3
Defetred INCOMEtaXEsE il .. et d et e A
Retainediearnings: s o —ntim e L A i i e

4. PROPERTY, PLANT AND EQUIPMENT

December 31, 1980
Qil and gas properties™®

Canadas: S o R e e
LiteclEStalestar ot M. Jel B S il 0 e

United Kingdom

BXHIOEaton e ST RSN S S L AR
Ninianidevelopmentil. .  5ls. o d s rrhiis et
Gthertoreiamarcastialiog, Jorpe b e I e
WETE ] etie] stz = oy A s e I PR T e
AlrCTaltiet: f o o e e e R
Gtherequipment s .2 ekl bl 5 e

December 31, 1979
Qil and gas properties™

ARG AT O I L o e B L s 2
UnHeaiSiatas ot s B e e e

United Kingdom

X G rat @RI s e o e e i
Niniahidevelanrmertaismsasimise il i e s e
@therforeldiarcasis v le b i s sl Sl e
MinerE propertias ) s e o T et sl
AlTCIAIE 2ot i L il S0 0 st oo I .
@) Tz T Te [V alial=] ) Gl s e P o R
Eandiandimiiidings: o Ak fuelins y e BEENL L

*Includes il and gas properties, together with exploration, development and production equipment thereon.
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Under

United States

Accounting

ﬁs Bepor_tec_i_ S __(Decrease) Principles

(000’s)
$273,731 $(12,762) $260,969
76,655 (6,584) 70,071
42,083 (6,178) 35,905
245975 (8,750) 237,225
263177 (4,502) 20,615
16,582 (4,248) 12,334
Accumulated
Depletion and
Cost Depreciation Net_
(000's)

$ 41,654 $10,986 $ 30,668
10,231 5,237 4,994
26,537 3,390 23,147
229,729 32,754 196,975
4,913 - 4,913
3,058 - 3,058
10,032 741 9,291
1257 572 685
$327,411 $53,680 $273,731
S 32,882 S 9,455 SU23.427
13,071 4,329 8,742
20,175 1,267 18,908
200,316 12,580 187,736
2,378 — 2,378
2,490 = 2,490
1,219 654 565
858 465 393
1,388 52 1,336
S274,777 $28,802 S245,975




5. BANKLOANS

1980 1979
(000’s)

Ranger Oil Limited

isvdolEtban ki an . s teel s o ol TR ke U Bacd S Ul R $ - S 28,975
Banker's acceptance notes ($18,200,000

Cdn.), bearing interest at an average

effectiVerale Ol BYe T st s e i U o i el el WIS o Sl 15,247 —
Canadian dollar bank loan

(1980 — $200,000 Cdn. 1979 — $4,000,000

Cdn.), bearing interest at bank’s prime

lendingitate: = ae et Uit 8§ B o B0 e e e 167 3,408
15,414 32,383

Ranger Qil (U.K\} Limited
LS dollarpankiloan: s o si o vk SRR S R I 0 st D s e 111,400 136,100
126,814 168,483

Less current maturities included
in:current liabilities . .5 2rlresmiinle T8 CWE G g e e SR el 8,400 4,496

$118,414 $163,987

The banker’'s acceptance notes and loan of Ranger Qil Limited are secured by the company's Canadian oil
and gas properties, together with a first floating charge over all its other assets, subordinate to the security for
the Ranger U.K. loan. The notes and loan are repayable from the company's oil and gas production revenues.

The Ranger U.K. loan has been advanced under production loan facilities, bears interest at the London
Interbank Offered Rate plus %% per annum and is principally secured by the company'’s interest in the Ninian
Field in the North Sea plus a guarantee provided by Ranger Oil Limited. The effective rate of interest for 1980
was 17.2% (1979 — 12.8%). The loan is repayable from the net cash flow from Ninian Field production. Ranger
U.K. also continues to pay a financing fee, relating to earlier loan arrangements for financing the development
of the Ninian Field, equivalent to 8% of its share of Ninian crude oil production.

Ranger U.K. pays a stand-by fee of 4% per annum on the unused portion ($9,000,000 as of December 31,
1980) of its loan facilities.

Subsequent to December 31, 1980, the Company arranged additional bank loan facilities to finance its
increased share in the Ninian Field (see note 8) and the acquisition of Kissinger Petroleum Corporation (see
note 11).

6. CAPITALSTOCK

(a) Effective October 31, 1980, the Company’s issued common shares were split on a three-for-one basis. All
share and per share data in the accompanying financial statements and notes thereto reflect the three-
for-one split retroactively.

(b) Changes in outstanding common share capital during the three years ended December 31, 1980 were as

follows:
Number of
Shares Amount

Balance!December8il 977 S St t s i o el 51,261,792  $20,131,000
Shares issued for cash on exercise of employee stock options ............. 307,200 354,000
Balance, December 3 i Sya s nany i e i s e 51,568,992 20,485,000
Shares issued

For cash on exercise of employee stock options. . ...................... 280,200 397,000

For cash on publicatferiig. fs e e o S e srlls Dot B oL a0 U L 7,800,000 17,028,000*
Balance December3il 1 a7aul S mi alin s ous e U sl 59,649,192 37,910,000
Shares issued

For cash on exercise of employee stock options. ... ...l 200,600 305,000

Fora promiSspnEM@e .t b h L Ll JEnehil o0 S vt i oo W LG i Hs 240,000 300,000
Balance, December-31,18800, ;i dii bl it Ui ot e s o 60,089,792 $38,515,000

*Net of share issue expenses of $888,000, less applicable income tax benefits of $413,000.
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(c) Asof December 31, 1980, common shares in the capital stock of the Company were reserved as follows:

1,141,600 shares under an employees' stock option plan of which options to purchase 1,017,800
shares are outstanding, exercisable from time to time to December 1986 at prices ranging
from $1.46 Cdn. to $21.00 Cdn. per share;

600,000 shares under an employees’ stock bonus plan of which 111,100 shares have been awarded
and are to be issued as fully paid without consideration in five equal annual instalments
commencing December 1, 1981,

(d) Changes in the number of shares issuable under outstanding options during the three years ended
December 31, 1980 were as follows:

1980 1979 1978
Shares under option at beginningofyear ................. 1,431,000 1,825,200 1,848,000
Gptionsigranted,. t 5 2 22 RIS e ST sen s L 73,000 120,000 594,000
Gbtionsiexarcisedesl s - ¢t S el I e ke (440,600) (280,200) (307,200)
@btionsicancelled iy & s e T e e e (45,600) (234,000) (309,600)
Shares under optionatendofyear....................... 1,017,800 1,431,000 1,825,200

INCOME AND U.K. PETROLEUM REVENUE TAXES (RECOVERIES)

Earnings (loss) before taxes and the provision for taxes for the three years ended December 31, 1980 are
summarized as follows:

Other
United United Foreign
Canada States Kingdom Areas . Total
1980 (000’s)

Earnings (loss) before taxes. ... ..... $2,868 $(3,413) $78,239 $(510) 877,184
Corporate income taxes

OV MR o B e gl $ 60 $ 13 § - $ - $ 73

Deferred (reduction) ............. 1,011 (279) 25,135 (234) 25,633

1,071 $ (266) 25,135 (234) 25,706
U.K. petroleum revenue tax
Befemen s i A Ll et — - 25,977 - 25,977

$1,071 $ (266) $51,112 $(234) $51,683

1979
Earnings beforetaxes............... $1,648 S 266 $29,470 S — ~ $31,284
Corporate income taxes AT
(CHITBREST 82 £of 2aes vomiad, -~ BE: S 7 S — S — = SLEt T
Beferad ., J i LT s s e 146 — 8,435 — i 85@1
223 — 8,435 —- 8,658
U.K. petroleum revenue tax
Deterred et 4 o Hupiit ol RTe — - 11,684 — 11,684
g3 S — $20119 $§ —  $20,342
1978 E
Earnings (loss) beforetaxes. ....... .. $2,058 $(5,930) S — S(911) 5(4,783)
Corporate income taxes (recovery) BT
CURrERt:: 1 Mot BehL sam b T S (494) S — S — S — S (494)
Beferfed’ & oo b gl no 672 (769) — ~ (419) (516)
$ 178 S (769) S — $(419)  $(1,010)

Deferred corporate income and U.K. petroleum revenue taxes result from claiming exploration and
development costs for tax purposes in excess of the related depletion and depreciation provisions reflected in
the accounts.



Tax expenses for the three years ended December 31, 1980 differ from the taxes which would result from
applying the Canadian Federal tax rate to consolidated earnings (loss) before taxes. The reasons for these
differences are summarized as follows:

% of Earnings (Loss)

Before Taxes
Year Ended December 31,

1980 1979 1978

Computed “expected” tax expense (recovery). . ........... 46.0% 46.0% (46.0)%
Provincial royalties on oil and gas production included

in income for tax purposes, less provincial refunds ... .... 1.6 2.9 16.5
Deduction of depletion allowance on

Canadianolland gasincome Sa sl Wi e e s § (.5) (.7) (5.8)
Deduction of Federal resource allowance. ................ (1.5) (3.8) (22.0)
Effect of rate differences on foreign earnings

United States s 5 S A R e e N e ot 37 — 40.5

United Kingdom™. . . .. R R e R e 19.6 211 -
OtheritemsSms 2. & oi fo o Sk s, SRl 508 paer ] by (.5) (4.3)
Actual tax expense (reCovery). . .........coovvueeriennnn.s 67.0% 65.0% (21.1)%

*Includes United Kingdom corporate income taxes and petroleum revenue tax.

8. NINIAN FIELD REDETERMINATION

Under the Ninian unitization agreement, the Company's interest in the Ninian Field in the U.K. sector of the
North Sea is based on the allocation of oil reserves in place and is subject to periodic adjustment as additional
reservoir data from the Field becomes available. Effective January 1, 1981, the Company's interest in the Field
was redetermined and increased to 6.1783% from 5.192%. Accordingly, the Company will be liable to other
participants in the Field for a proportionately increased share of past development costs and operating
expenses (including interest thereon) of $37,167,000 and $2,181,000, respectively, and payable by the
Company on February 27, 1981. In addition, the Company is entitled to a correspondingly increased share of
past oil production of approximately 1.4 million barrels (before deduction of royalties and 8% financing fee) of
which the Company will take delivery commencing April 1, 1981.

The above effects of redetermination will be reflected in the 1981 accounts of the Company; no provisions
have been made in the accompanying financial statements for the Company's additional share of past costs
and expenses, or for additional oil production revenues.

The next redetermination of interests is to be made in July 1982, and it is expected that the final determination
of the Company's interest in the Field will occur not later than July 1, 1984,

The Company's share of the total costs of developing the Field, including related financing costs, is expected
to amount to $295 million (including its additional share of capital expenditures resulting from
redetermination discussed above), of which approximately $230 million has been incurred as at December
31, 1980.

9. LEASECOMMITMENTS

Future minimum lease payments under operating leases relating to the rental of office and other building
facilities (but excluding leases relating to oil, gas and mineral rights) are as follows:

Year ending December 31,

1981 S 626,000

1982 830,000

1983 877,000

1984 877,000

1985 877,000

Thereafter 3,896,000
$7.983.000

Total lease rentals charged to operations during each of the three years ended December 31, 1980 were not

significant.
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10. SEGMENT INFORMATION

The Company has a single line or segment of business, which is the exploration for, and the development and
production of oil and gas. Information about the Company's operations by geographic area far the three years
ended December 31, 1980 is as follows:

Year Ended December 31,

1980 1979 1978
(000’s)
Oil and gas sales
Canadal 5. V=10 co bn e e SET aRpa LRl G ST R R $ 9,140 S 8,266 S 7,168
LInftediSiatasile. sk etiimile LT a0 JnosT| SR . T R 1,694 1,974 1,578
Uipitediingdormicy, . Lae siod S gRe S| mlarte M 8 T 128,946 58,918 -
Otherforleigh-areas - ra-tta SErs (ol Fiiiies Sosvy — — —
$139,780 S 69,158 S 8746
Operating profit (loss)
Candelas n B 0L el e SIestE b s Sl o S 5761 S 4838 3 ke
UimitegiStatas=lar " b RN aumEnrgRieE g, 0 ] Pl (3,298) 449 (5,759)
LInIEEKIRGEOME fe. i o L LRt Lo F S - S 79,482* 30,002* -
e TG ORArEaSs . o a5l o PR o P oot i sl o e (510) — (911)
81,435 35,289 (1,917)
Investment and otherincome ............ .. ... .. 996 803 802
General corporate XpeNSeS . . ..o (3,774) (2,280) (1,207)
Interest expense (excluding Ninian
lGaginterast) i ol oAl L TE R W Bt S (1,473) (2,528) (2,461)
Edrningsilose)Beforetaxes [o (il " SR R S R BN $ 77,184 S 31,284 S (4,783)
Identifiable assets
Ganata sl T TR e R D S $ 43,498 S 28,018 S 24,181
UnitediStatess . T i i Beten . shal. L G AURT o0 I 5,064 8,791 6,429
UnitediKingammm;. & ., 5 a0 o S MAIEE S5 alis i s S s 220,256 207,307 T s
GtHerforelgniareas e i, Madmne ooe oL s ulds B Dh 4,913 2,378 426
273,731 246,504 208,208
Corporateiassets. i o e SaE Sl bR Sl s TR 26,140 22,068 11,994
Totalefssets. 5o a0 SEe b R o B s dame b D $299,871 $268,572 $220,202

*After deduction of Ninian loan interest

The Company received approximately 92% and 85% of its oil and gas revenues from oil sales to one customer
in 1980 and 1979, respectively.

11. SUBSEQUENT EVENTS
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(a)

Under an agreement dated January 30, 1981, the Company has agreed to purchase all the outstanding
shares of Kissinger Petroleum Corporation (“Kissinger”) for $22,000,000 U.S. cash and $23,000,000 U.S.
principal amount of convertible subordinated debentures of the Company. Kissinger is a privately-held
Colorado corporation engaged in oil and gas production activities and drilling operations in the United
States and Canada.

The debentures have a term of 20 years, bear interest at 8% per annum and are redeemable under
certain circumstances at the option of the Company. The debentures are convertible into common shares
of the Company commencing September 21, 1982 at a price of $28.75 U.S. per share. Arrangements
have been made by the Company to finance the cash portion of the purchase and to refinance existing
bank debt of Kissinger of approximately $19,000,000 through bank borrowings.

Subsequent to December 31, 1980, the Company entered into an agreement to form a joint venture
company with Sedco Inc. to own and operate a Sedco 700 type, heavy duty, semi-submersible, offshore
drilling rig. The drilling rig will be owned 50 percent by the Company and 50 percent by Sedco and will be
constructed at an estimated cost of $100,000,000 U.S. The rig is expected to be completed in June 1983,
at which time it will be contracted to the Company for a minimum of 5 years.



12. OIL AND GAS PRODUCING ACTIVITIES
(a) Net Revenues from Qil and Gas Production

Other
United United Foreign
Canada States Kingdom Areas Total
1980 (000’s)
il andigassales S b e fb sk $9,1490 $1,694 $128,946 $ - $139,780
Production eXpenses. . ............... 1,519 498 9,032 - 11,049
Netrayenues i . A = e e $7,621 $1,196 $119,914 $ - $128,731
1979
Oilandigas salessi: (o ta it $8,266 51974 S 58,918 S — S 69,158
Production expenses. ... o 1,360 489 4,441 — 6,290
Netrevenligs |l oie o B0 s 2l $6,906 1485 .S 54477 S — S 62,868
1978
Oiliand gassdlese i ina s o i we Lt $7,168 $1,678: 5 — S — S 8746
RroductionexXpensesis « = il T 1,106 215 — = 1321
Netrevenues,. . .o o e 0t $6,062 $1,363 S — S — Se Eaos,
(b) Costs Incurred in Oil and Gas Producing Activities
Other
United United Foreign
Canada States Kingdom Areas Total
(000’s)
1980
Property acquisition. g - it s, L $1,118 $ — $ 2,326 $ - $ 3,444
Exploration’. ... i d s i 5,802 688 4,229 3,045 13,764
Development:. ivih s ool i s ol 2,930 — 29,221 - 32,151
$9,850 $ 688 $35,776 $3,045 $49,359
Production EXpenses .. & i i e $1,519 $ 498 § 9,032 $ - $11,049
Depreciation, depletion and
writedown of oil and gas properties . . $1,552 $4,477 $22,426 $ 510 $28,965
1979
Property acquisition
Unproven, Taodeda o il 818 i Sia 5 363 $ (106) 5= S - Siae57
Provens: = il sl Ree Rl e — -5 7 — — BT
Explorationisiiii e iis ol sl i 3,078 915 243 1,952 6,158
Developments /S 0n D e 2,254 1,036 43,816 — 47,106
$5,695 $3,362 S44,029 s 1952 $55,038
Production eXpenses. . iu . wiut et $1,360 S 489 S 4,441 S — $ 6,290
Depreciation and depletion ............ 51,663 51,039 $13,761 S — S16,463
1978
Propertyacauisition.. h. s s Si168 $ 30 8 — § P S iE0Y
Explorationg: & 4 L0 g S onE o il 1,042 3530 3,065 426 8,063
Pevelopment. Je i st m T 1,908 64,270 = 68,355
$3,384 $5,778 $67,335 S 426 $76,923
Production eXpenses.. . e et e s $1,106 Sl 5 - S — S 321
Depreciation, depletion and
writedown of oil and gas
propettips i Lo Se e 8 $1,228 SPAB9 a5 e S il $ 9,328
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13. OIL AND GAS RESERVES AND RELATED RESERVE RECOGNITION ACCOUNTING DATA

40

(UNAUDITED)
(a) Oil and Gas Reserves

The following tables set forth the Company's net proved and proved developed oil and gas reserves as at
December 31, 1978, 1979 and 1980. The quantities of proved and proved developed oil and gas reserves
are determined by the Company’s engineering staff for the Canadian reserves and by independent

consulting engineers for the United States and the United Kingdom reserves.

(i) Oil and Natural Gas Liquids

(thousands of barrels)
Canada

Proved Reserves, December 31, 1977 Bl
Revision of previous estimates ... ... 302
Extensions, discoveries............. 8
Proglicioneasnit ni b Tt st ot s (255)
Proved Reserves, December 31, 1978 3,200
Revision of previous estimates.... ... (283)
Purchase of reserves ............... —
Extensions, discoveries ............. 184
BRrodiction == s o 2 A o oL e (252)
Proved Reserves, December 31, 1979 2,849
Revision of previous estimates....... 66
Extensions, discoveries .. ........... 116
Produictiopg s Sra il TR s (245)
Proved Reserves, December 31, 1980 2,786
Additional Reserves due to

redetermination of Ninian

working interest (Note 8) . ......... =
Proved Reserves, January 1, 1981. ... 2,786
Proved Developed Reserves:

DeeemBer-31, 19785 5 4 ik e 3,200

Deeember 311979 . L it 2849

December 3110805 .. s s 2,786

(i) Natural Gas
(millions of cubic feet)

Proved Reserves, December 31,1977....................
Revision of previousestimates . .. ........... ... ...
Extensionsidiscovenes & i e il e R e e
lere (ol {[o] Al ot Bl e R PO £ T e AT

Proved Reserves, December 31,1978, ...................
Revision of previous estimates . .........................
U RASEI0 TeSENEs et o Wl L i L s
ExiensionsS discovenes: phines. | SINalt T i B e | o8 0
Rrod RO . 211 Ol i e e SE R el D

Proved Reserves, December 31,1979, . . .................
Revision of previous estimates . . .......................
ExtensionsidiISCOVENES ML . . 8o ka8 g e S8 e B
- fololiledte npRibsdi i P L el e Ll R e il R At

Proved Reserves, December 31,1980. ..................

United United
States Kingdqurl TotaL ;
407 47,708 51,260
(258) (4,394) (4,350)
122 == 130
(28) —~ _ (283)
243 43,314 46,757
(84) 1,329 962
15 - 115
24 — 208
(28) (2,666) (2,946)
170 41977 44996
(30) — 36
2 2,504 2,622
(19) (3,664) (3,928)
123 40,817 43,726
= 8,911 8,911
123 49,728 52,637
243 — 3,443
154 55384 8,536
107 23,695 26,588
United
Canada States TOEL
62,049 13,765 75814
1,460 (3,940) (2,480)
580 706 1,286
(3,109) (831) ~ (3,940)
60,980 9,700 70,680
(397) (3,950) (4,347)
— 2,036 2,036
9,187 537 9,724
(3,7486) (900) (4,646)
66,024 7,423 73,447
(873) (2,847) (3,720)
13,757 - 13,757
(2,988) (663) (3,651)
75,920 3,913

79,833




Proved Developed Reserves:

December 311978 i h g i e B S R 60,980 9,700 70,680
Decembern 3 197D = 7 o i 5t ool oE sz Wi . 66,024 5431 71,455
December 31 Hage -1 we il L L SR e SR I 5 e 75,920 1,920 77,840

Proved oil and gas reserves are the estimated quantities of crude oil, natural gas and natural gas liguids, which
geological and engineering data demonstrate with reasonable certainty to be recoverable in future years from
known reservoirs under existing economic and operating conditions. Based on this definition, the United
Kingdom proved oil reserves do not include any reserves attributable to the South Ninian 3/8a-5A and 3/8a-
6A wells drilled in 1980. Additional appraisal drilling will be required to determine the economic viability of
these separate reservoirs.

Proved developed oil and gas reserves are reserves that can be expected to be recovered through existing
wells with existing equipment and operating methods. The proved developed reserves of the United Kingdom
have been calculated based on the ratio of Ninian wells drilled as at December 31 compared to the total
Ninian wells to be drilled.

Net reserves are calculated after deducting any working, royalty (including government royalties) and
override interests of other parties in the Company's properties.

(b) Future Net Revenues

Future net revenues from estimated production of the Company's proved and proved developed oil and
gas reserves and the present value of such future net revenues as of December 31, 1978, 1979, 1980, as
determined by the Company’s engineering staff, is set forth in the following tables. Future net revenues in
the United Kingdom are based on the Company's 6.1783 percent interest in the Ninian Field.

United United
Canada States Kingdom Total
Future Net Revenues
(thousands of U.S. dollars)
Proved Reserves:
TO8 1L, o e =T ot S T S 5804 $1,041 S 168617 S 175,462
1AB2:, i s et o s S 6,907 oY 202,055 209,719
1983 . s e e 8,705 856 208,937 218,498
Thereafter;.. . & St s gt 121,684 5,885 821,650 949,219
$143,100 $8,539 $1,401,259 $1,552,898
Proved Developed Reserves
TR W A e S 5804 $1,041 $ 78,240 $ 85,085
19825 il L e 6,907 7657 93,753 101,417
1 GEG i = RIS 3 e e 8,705 560 96,947 106,212
Thefeafter e o fe —asa L aws 121,684 2,085 381,245 505,014
$143,100 $4,443 S 650,185 S 797,728
Present Value of Future
Net Revenues
(thousands of U.S. dollars)
Proved Reserves:
December Sl 948 = & = S 49373 S 6,297 S 455076 S§ 510,746
December31,1979 ............ S hB2/5 S 9,077 S 634,731 § 700,083
December 31,1980 ............ $60,038 $ 5,095 $990,904 $1,056,037
Proved Developed Reserves:
December31, 1978 .. ........u: S 49,373 S 6,297 S - S 55,670
December 31,1979 ............ S 'B6275 S4 858 S 1831658 1S 147,291
December 31,1980 ............ $60,038 $3,156 $459,779 $ 522,973

Future net revenues have been estimated using current sales prices, royalties, operating costs and future
development costs necessary to produce such reserves. The present value of estimated future net revenues
has been computed using a mid-year discount factor at a 10% rate.

The sales prices used in the calculation of estimated future net revenues are based upon the sales price
received by the Company for production on December 31. Sales price increases occuring subseguent to
year-end have not been considered in this calculation.
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(c) Summary of Oil and Gas Producing Activities

The following information with respect to Reserve Recognition Accounting has been prepared in
accordance with Securities and Exchange Commission guidelines. Under this method of accounting,
annual earnings are based on the change in value of proved reserves relative to the exploration and
development expenditures incurred for the corresponding period.

Although Management supports the additional disclosure requirement of the future net revenues and net
present values of reserves prepared under specific guidelines, they feel there are too many inherent
difficulties in the estimation process to utilize this information in determining earnings for a period. The
earnings determined under RRA will differ substantially from the cash flow generated from production
operations and do not reflect the funds available for dividend payments or exploration and development.

1980 1979
(000's)
Additions to estimated proved oiland gasreserves................ooo..... $ 12,463 Sit16,253
Revision to estimates of reserves proved in prior years:
Chapgelimpriceasy. « o ki ag el el el i Bl S hetie i 6 Dl 205,294 169,664
)1 5|1t R SRR Al il e T VRS T G B Ll e T 6,264 (21,272)
Intefestiactor — aceretionolaisSCotnl . dhs A st i i _LOLOE 51,075
294,029 205,720
Additional value due to redetermination of
NimarworkingiinterestiiNote 8)a e it i Sl s e e T 160,698 i
454,727 _205,720
Exploration and development cost
Costs incurred:
Acquiisitions & Weesi. ey sl bt Re B S e Rl AR e T 3,444 1,774
Explaration S e s Bias s vls ellm tl e i Dol DI e T e 13,764 4,206
Bevelopmienta il it el aiinteded ol S de S T e e L S 2,193 !
19,401 9,094
Changesin dalerred costs® s IS W aReBERT et /b sl i A58t (9,600) (1,908)
9,801 7,186
Additions and revisions to proved reserves
overexciided Gosis e Sis T im MRt 1h o S el T B et T 444926 198,534
Provision for income and U.K. petroleum revenuetaxes ................... 299,555 153,749
Results of oil and gas producing activities on the
basis of reserve'recognition'acCounting. © . . .. s i. oo bat v ko el inden $145,371 S 44,785

Additions to estimated proved oil and gas reserves represent the present value of future revenues to be
obtained from proved oil and gas reserves discovered during the current year.

Revision to estimates of reserves proved in prior years represents the change in present value of future
revenues to be obtained from proved oil and gas reserves discovered in prior years.

Exploration and development costs represent the acquisition and drilling costs incurred by the Company
which have been determined to be productive or non-productive during the year. Acquisition and exploration
costs are deferred until it is determined whether or not the property contains proved reserves, at which time
they are expensed.

Provisions for income taxes represents the estimated increased tax liability which exists at the end of the
current year. As this estimation of the liability only considers tax legislation in effect at the year-end, certain
additional liabilities may exist for legislation subsequently enacted.

Legislation has been proposed in both Canada and the United Kingdom which has not been taken into
account in computing the results for the year ended December 31, 1980. In Canada, the new Petroleum and
Gas Revenue Tax of 8% on net revenues from oil and gas production, before deduction for crown royalties, will
be applicable January 1, 1981. In the United Kingdom, a Supplementary Petroleum Duty, to be levied at a rate
of 20% on gross revenues, subject to certain allowances, has been proposed for an 18-month period
commencing January 1, 1981. In addition, certain changes to the PRT legislation, with respect to uplift and
safeguard, were proposed, which would increase the amount of PRT payable in future years.



(d) Summary of Changes in the Present Value of Estimated Future

Net Revenues from Proved Reserves

1980 1979
(000’s)
Increases:
Additions to estimated proved oiland gasreserves . .................... $ 12463 S 16253
Revision to estimates of reserves proved
IENRIOTYealst B e 2 Ce HH et R R e e e 281,566 199,467
Additional value due to redetermination
of Ninlan:workingEprerestyds i s sid SFR BT Tos s a5 160,698 -
Purchase af resenvesiniplape vt il e b org o e - 2:315
Expenditures that reduced future
develepmentehstshrebnnkic Dl SEUnel er s irinnml 2l - ol 29,958 44170
484,685 252,205
Decreases:

Productienrevenlelessiproductioneaste i, m s e 128,731 62,868
Increasein presentVAIdE < S o ol aeet e M2 0 e e e 355,954 189,337
Balance at beginningicfyears il = oSSl s B BB IR T 700,083 510,746
Balance at‘end ofiyear: ;. ileisc gt « QBRI 0T A b = TSR e $1,056,037 $700,083

14. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)
The following table summarizes selected quarterly financial data for 1980 and 1979:
Three Months Ended
March June September December
31 30 30 31
(in thousands of dollars,
except per share amounts)
1980
Oilandgassales............... $27,814 $35,646 $35,021 $41,299
Neteamings: . iriae M s $ 4624 $ 5,926 $ 6,135 $ 8,816
Net earnings pershare.......... $ .08 $ .10 $ .10 $ =15
1979
Qiliand gassalessi=r. Th.rnohs S 6,096 S 12,784 S 22662 S 27,616
Netieatmningst... e s I Sl 436 S X198 S 64T S 4,666
Net earnings pershare.......... S .03 3 04 $ 04 S .08

Net earnings for the fourth quarter of 1980 includes an increase in net earnings of approximately $3,700,000,
related to a reduction in the provision for U.K. Petroleum Revenue Tax than that estimated in the first three
quarters, and a decrease in net earnings of $3,204,000 (net of applicable taxes of $1,039,000) related to a

write-down of oil and gas and mineral properties.
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(in thousands unless otherwise stated — dollar amounts are expressed in U.S. dollars)

1980 1979 1978 1977 1976
Earnings
(ROSERaVemiB. © 3 ve .y sy [ ST TEeS S L0961 S 9548 S 9032 .S 5,539
GRSMEIOWA =t | o F e R T e B £908,528° S 501256 « S 5053 . 5 5610 S8 03
NetEEmings Moss)s. 5 owlidsis s e nss ' 259501 =5 10942, +'S (3778) S 2461 $ 1,778
Net Earnings (Loss) per share........... $ 43 S 19 (O7T) =S .05 S .03
Balance Sheet
MorkindCapital’, be, ¢ aih L e 2R $i.7.820 5 Q74 Wsee 208t . S 3181 840773
Property, Plant & Equipment —net........ $ 273,731 $245975 $207,592 $137,043 S 89,462
Bankilioanestd 9t ai - il R $ 118,414 $163987 S$178279 $104,899 S 60,895
ShareholderSEEquIty ==l 2@ S lha il $ 80,598 S 54492 S 26,125 S 29544 $ 27,039
Number of Shares
QOutstanding — at YearEnd ........... 60,090 59,649 51,569 51,262 51,226
Market Price for Shares
Toronto = Highde tat Vi nmit cags RAEOPE = 5 S350 0881 1. S 2.60 S 1060
= enppiis i {EERE A SRR, $ BB S - DT S e S 1.50 S0 .06
AN —Alghy s fia Rt e i Hg g cE e Fan 0 IGORB S - 250 - 8 1 1.64
] atv e L SR s $ Sqies i e Ll L G 1.48 8111504
Capital Expenditures
N ABIHEE S 0 h Rk s Tan s s - as ¢+ 18,270 "sg 9oaT i ES {3180, S B.346." S 7,348
NorthiSegs - #e i TS S f o ranEi) $ 35835 S 44029 S 66,335 S 42,904 S 30,899
et RorSiGAIBaR . - Sl i e SHURIAR FHS IG5 S 4261 1S — S —
Land Holdings — Acres
North America — gross. . ...........c..... 489 423 498 1,088 5o 1
Anek e B Do e 150 132 164 172 679
NOthISBa T AROSS s e e 216 204 204 335 335
2 il alz il ekl el SRR P 2l 62 60 60 111 1140
Other Foreign Areas — grosS............. 6,088 2,138 — — -
—MELES L e ks 2,640 428 — — —
Production — North America
Crude Oil & Natural Gas Liquids —
before royalty
AnRTakiBRS) . st L 451,000 473,000 477,000 507,000 489,000
DailviAverage (bbls) i v 30 0o 1,232 1,297 1,307 1,388 1,339
Natural Gas — before royalty
AEnNABEEE e TR S b Sl R 5.2 6.4 5.6 6.2 5.3
DailyAverageMef)s. s i sl 14,162 17,644 11512438 16,940 14,425
Production — United Kingdom
Crude Oil & Natural Gas Liquids —
before royalty
AnntaliibBLe)l s b e Bl LS e 4,392,000 2,960,000 — — —
Daily Average (bbls) .................. 12,000 8,109 = - =

The above Net Earnings per Share and Share Market prices have been adjusted to give effect to a two-for-one

stock splitin August 1978, a two-for-one stock splitin December 1979 and a three-for-one stock splitin

October 1980.
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