












dollars, for two years being the most 
common forecast. Under a scenario 
of lower prices than currently pre- 
dicted, the Canadian industry would 
still be able to grow under the new 
energy principles set in the Western 
Accord. 

Gas markets on the other hand 
have improved and are expected to 
grow over the coming years, largely 
as a result of the deregulation of 
export prices to the United States. 
While the current deliverabiity surplus 
in the United States will maintain 
some short-term pressure on prices. 
medium-tern prices will have to m r  
to reflect replacement cost of gas 
reselves in the geogaphically protected 
North American market. Considering 
the time lag between the discovery 
and the development of a gas field, 
the company views gas exploration 
as a business oppormnity warranting 
immediate action, particularly with 
the improved economic attractiveness 
under the new fiscal regime set in 
the Western Accord. 

The recovery of sulphur markets 
is related to supply limitations rather 
than abnormal demand. In 1984. more 
than 10 per cent of world sulphur 
consumption came out of inventories 
and no significant new source of 
production is apparent for the next 
few years. Following the preliminary 
volume growth experienced by 
Canadian producers in 1984, markets 
have now entered a phase of com- 
pounded volume and price increases. 
while prices were in the range of 
$85 U.S. (FOB Vancouver) in the first 
half of 1984, they reached $130 U.S. 
for contracts and $150 U.S. for spot 
sales at the beaming of 1985 and 
the Canadian industly is shipping 
product at full capacity. 

Looking Ahead for Canterra 
Canterra anticipates substantial 

financial gains in 1985 and enhanced 
prospects for the future through the 
continued successful achievement of 
its growth objectives. 

Canterra's strategy remains first to 
maximize the value of its existing 
assets through aggressive development 
and marketing plans and rigorous 

cost management. Second, capital 
investments are applied to conven- 
tional exploration and production to 
replace oil, gas and sulphur reserves 
following a selective process to ensure 
above average returns. The Western 
Accord on new energy policies opens 
up very exciting opportunities in 
this area which the company will 
pursue aggressively. Third, Canterra 
also dedicates a modest fraction of 
its capital investments to longer- 
term and more risky projects which 
offer the potential for major growth. 

After the financial growth achieved 
over the last three years. Canterra 
has the capability to finance internally 
a healthy and balanced capital invest- 
ment program consistent with the 
size of its current operations and its 
growth objectives. Free cash flow in 
excess of capital expenditure require- 
ments will be used to reduce debt 
until the financial ratios of the com- 
pany reach a level more in line with 
industry standards. Although the 
company has the internal capacity to 
s e ~ i c e  its debt and its capital needs, 
a public equity issue is being consid- 
ered. This issue would set a market 
reference for the value of the equity 
held by the parent company, Canada 
Development Corporation, familiarize 
the market with Canterra's operations 
if and when additional capital is 
needed, and provide other intangi- 
ble benefits in terms of public recog- 
nition, business opportunities and 
management motivation. The public 
equity issue and its possible timing 
remain contingent on the status of the 
stock market and the ability to obtain 
a price consistent with the underlying 
value of the assets of the company. 

Canterra's Staff 
Following previous years marked 

by unusual challenges. 1984 was a 
year of consolidation for Canterra's 
staff and organization. Building on 
stability and experience, the company 
is stressing pmfessional excellence. 
f ~ u s  on the achievement of goals and 
innovation throughout the organization. 
Training and career development 
plans are being emphasized to ensure 
personal growth oppomnities and 

job satisfaction for Canterra's staff. 
The results already achieved by the 
company both operationally and 
financially are the best objective test 
of the energv, competence and dedica- 
tion of Canterra's staff. 

TWO managers were promoted to 
vice presidential positions: William 
W Taylor, Vice Presidenf. Exploration, 
Western Canada and R. George Scott. 
Vice President. Production. Rontier 
Canada. D. Michael Stewart's respon- 
sibilities as Vice President Marketing 
were expanded to include Corporate 
Development. 

Rank Ricciuti. former Vice msi-  
dent, Corporate Development, elected 
to return to the investment banking 
community in Toronto after five years 
of rich and creative contribution to 
Canterra. 

Canterra's Directors 
Conflicting business obligations 

led William D. Clark and Neil F. 
Phillips to resign from the board of 
directors. Gordon D. deS. Wotherspoon 
took hi retirement but remains as 
an honourary director. The three 
directors had been involved since the 
very early days in the activities of 
Aquitaine Company of Canada, a 
predecessor company of Canterra, 
and through their guidance and their 
personal commitment, were insuu- 
mental in building the major company 
Canterra is today. We owe them our 
very special thanks and gratitude. 

On behalf of the board, 

Bernard F. lsautier 
President and 
Chief Executive Officer 





































































~ o t e s  to Consolidated Financial Statements I - ~ ~ U W  

GEOGRAPHIC 

RevPnue 
Canada . . . . . . . . . . . . . . . . . . . .  
united States . . . . . . . . . . . . . . . .  

. . . . . . .  Other Foreign 

Operating Profits 
Canada . . . . . . . . . . .  
United States 
Other Foreign 

Administrative expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Interestexpense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Earnings before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Illcometax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . .  Earn- before parent company transaction 

Depletion and Depreciation 
Canada . . . . . . . . . . .  

. . . . . . .  United States 

Identifiable Assets 
Canada . . . . . . .  
United States . . .  
Other Foreign . . .  

Capital Expenditures 
Canada . . . . . . .  
United States . . .  

$ 273,500 $ 262,500 

Capital expenditures include capitalized linancingcosts and exploration overhead o€$113,000,000 (1983 - $89,600,000). 


















