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Corporate Profile

CanadianOxy is a diversified energy and chemicals company organ-
ized in three business segments: Oil and Gas, Alternate Fuels and
Chemicals. Oil and gas operations include the exploration for and
development and production of conventional oil, gas and sulphur in
Canada, the United States Gulf Coast and South America. Alternate
Fuels operations include a 13.23% interest in the Syncrude Project,
undeveloped oil sands leases, and minerals and coal exploratory
acreage in Canada. Chemicals operations include four industrial
chemical plants in western Canada and metal finishing, plastics and
resins manufacturing facilities in eastern Canada. In 1984, oil and
gas operations contributed 60%, alternate fuels 26% and chemicals
14% of net sales. Occidental Petroleum Corporation of Los Angeles,
California, currently owns 48% of the common shares of CanadianOxy.
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METRIC CONVERSION TABLE

To convert from to Multiply by
cubic metres (m®) barrels (bbl) 6.293
thousand cubic metres thousand cubic feet 35.494
(10°m?) (Mcf)
tonnes (t) long tons (It) 0.984
metres (m) feet (ft) 3.281
kilometres (km) miles (mi) 0.621
hectares (ha) acres (ac) 2.471
kilograms (kg) pounds (Ib) 2.205
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Highlights of 1984
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The acquisition of Canada-Cities Service, Ltd. (“Canada-Cities”), in August 1983, and Cities Offshore Production
Co. (“COPCO”), in December 1983 and February 1984, dramatically changed the corporate complexion of CanadianOxy.
These acquisitions substantially increased conventional oil and gas reserves, production and land holdings in

Canada and the United States. Through Canada-Cities, CanadianOxy acquired a 13.23% interest in the Syncrude
oil sands plant and interests in heavy oil lands. In 1984, CanadianOxy reported significantly improved earnings
over previous years despite serious operating problems encountered at the Syncrude plant and a labour dispute in
the pulp and paper industry which caused a shutdown of the Company’s electro-chemical plants for 10 weeks.
Working capital generated from operations in 1984 almost doubled compared to the prior year, allowing CanadianOxy
to fund its substantially increased capital spending program for oil and gas exploration and development, to fund
the COPCO acquisition and to significantly reduce long-term debt.

% Increase
1984 1983 (Decrease)

(thousands of dollars except
per share data)

FINANCIAL
Net Sales $635,660 323,512 9%
Net Income $100,787 54,521 85
Per common share (basic) $ 2.9 2.08 42
Working Capital Generated from Operations
before Exploration Expenditures $263,916 137,779 92
Capital and Exploration Expenditures $ 91,110 44 434 105
Return on Sales 15.9% 16.9% (6)
Return on Average Total Assets 9.5% 9.4% i
Return on Average Total Capital Employed 17.2% 16.0% 8
Equity as % of Total Capital Employed 88% 74% 19
Debt as % of Total Capital Employed 12% 26% (54)
Return on Average Common Shareholders” Equity 19.7% 20.6% (4)
OPERATIONS
Daily Production (Gross Before Rovaltleq)
Crude Oil, Cnndensate and LPG’s (m?) 3217 1523 111
Natural Gas (10°m?) 4 949 2 330 112
Synthetic Crude Oil (m?) 1817 982 85
Sulphur (t) 366 332 10
Industrial Chemicals (t)_ 819 870 (6)
Specialty Chemicals (10~ kg) 29 28 4
Proven Reserves (Gross Before Rova]tles)
Crude Qil, Condensate and LPG’s (10°m?) 7 680 7 410 1
Natural Gas (10°m?) 17 177 15 953 8
Synthetic Crude QOil (10°m?) 30 524 20122 52
Sulphur (10%) 1970 1 906 3

Note: Includes Canada-Cities from August 1, 1983 and 100% of COPCO from February 24, 1984.

QUARTERLY FINANCIAL HIGHLIGHTS — FIVE YEAR REVIEW (millions of dallars)
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Letter to the Shareholders:

J. Angus McKee and Thomas D. Jenkins.

Nineteen-eighty four was a record year!
Net income increased 85% to over $100
million, net sales increased 96% to 5636
million and cash flow increased 89% to
over $247 million. In addition, a major
milestone in the Company’s history was
achieved during the year with total
assets having surpassed $1 billion.

While the excellent financial results
achieved in 1984 are primarily due to
activities which commenced in 1983,
namely the acquisitions of Canada-Cities
Service, Ltd. (“Canada-Cities”) and Cit-
ies Offshore Production Co. (“COPCO"),
the past twelve months have been a
critical period in the Company’s devel-
opment. The rate of growth that Cana-
dianOxy has achieved over the last two
years has dramatically altered the Com-

pany’s composition, through the tripling
of its assets, the addition of over 200
Canada-Cities” employees, the moving
to new office premises and business
expansions into the production of syn-
thetic crude oil at the Syncrude plant
and several enhanced oil recovery pro-
jects. Any change of this magnitude
requires considerable adaptation on
behalf of employees, not only with
respect to how they handle their new
responsibilities, but with respect to how
they confront future challenges and
work towards making visions a reality.

CanadianOxy is a company of great
potential; it is financially sound, it has
a strong land position, both in conven-
tional oil and gas and heavy oil lands,
and most importantly, it has an excel-
lent employee base.
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Early in the year, we introduced a pro-
gram entitled “Better Ways”". The pri-
mary purpose of this program was to
encourage employee participation in cor-
porate management practices. Employee
response was enthusiastic and encour-
aging with over one hundred and thirty
recommendations being submitted, al-

most all of which were thoughtful and
helpful. Not only did this provide a
vehicle for employees to put forth their
ideas, but it enabled management to
identify potential problem areas.

Another major task we have undertaken
is the building of an integrated com-
puter information system. We feel that
computerization will play a key role in
our efforts to become a more effective
and efficient organization. Any change,
particularly when related to technology,
takes a great deal of time and effort to
implement. We anticipate that this proj-
ect will require 3 - 5 years to achieve
our goals. Once again, employee parti-
cipation in making our computeriza-
tion project a success has been excep-
tional.

From an operational viewpoint, there
were several events of interest which
occurred in 1984. The most significant
event was the Company’s decision 1o
play a major role in the development of
heavy oilin western Canada. The Com-
pany is currently working on two heavy
oil projects, Manatokan and l\hngan
At the Manatokan project, which is a
steamflood pilot in the Cold Lake area
of Alberta, drilling of the planned 32
wells commenced in early 1985. Con-
struction of steam generation and pro-
duction facilities will commence in the
spring of 1985. Subject to regulatory
approvals, drilling operations and sur-
face facilities construction are expected
to commence in mid-April at the Morgan
fireflood pilot, in the Lloydminster area
of Alberta. These projects are discussed
in more detail under “Heavy Qil” on
page 9 of this report.

Canadian exploration and development
activities during the year were very
successful. We have been able to replace
our production for the yearand thereby
hold our Canadian reserves relatively
constant. In Canada, the Company par-
ticipated in the drilling of 57 explora-
tion wells, resulting in 16 oil wells, 10
gas wells and 31 dry holes, representing
an exploration success rate of 46%. Of
the 161 development wells in which
the Company participated, 124 were oil
wells, 25 were gas wells and 12 were
dry holes, representing a development
drilling success rate of 93%.



Following evaluation of extensive seis-
mic programs and well site surveys con-
ducted in Hudson Bay by CanadianOxy
and its joint venture partners during
the summers of 1982 through 1984,
CanadianOxy has decided not to par-
ticipate in the drilling of a proposed
well in the Bay. Consequently, Cana-
dianOxy has agreed to transfer to its
joint venture partners a 23'/3% interest,
retaining a 10% working interest. Cana-
dianOxy will be carried for, and will
not bear any of the costs of, drilling
and completing the first well drilled
under the exploration agreement.

Site clearing and road construction com-
menced in late 1984 for CanadianOxy’s
natural gas processing plant and gath-
ering system in the South Okotoks/
Mazeppa area, southeast of Calgary.
This $95 million plant and facilities will
produce about 600 thousand cubic
metres per day of pipeline gas, 127 cubic
metres per day of condensate and 580
tonnes per day of sulphur. Canadian-
Oxy will be operator and have an ap-
proximate 60% interest in the project.
Plant construction is expected to com-
mence in the spring of 1985, with com-
pletion scheduled for mid-1986.

In the United States Gulf Coast, the
major event of the year was the com-
pletion of the COPCO acquisition in
February, 1984. This acquisition sub-
stantially enhanced the Company’s posi-
tion in the United States and added
twenty-three production platforms in
seven producing fields which averaged
during 1984, approximately 1 003 cubic
metres per day of oil and condensate
and 2 100 thousand cubic metres per
day of natural gas. The Company origi-
nally anticipated that at these produc-
tion levels the properties would have a
short reserve life. While proven gas
reserves had declined by approximately
25% at the end of 1984 compared to
the prior year-end, proven oil reserves
after production were substantially
unchanged due to successful drilling,
well workover projects and engineer-
ing adjustments during the year.

In the Alternate Fuels division, the
Syncrude plant experienced a major
explosion and fire in August, 1984,
which caused the plant to be completely
shut down for approximately five weeks
and partially shut down for an addi-
tional three months. The shutdown had
a significant detrimental effect on the
Company’s financial results for the year
and resulted in production from the
plant averaging only 13 735 cubic metres
per day, compared to 17 761 cubic
metres per day in the prior year. Prop-
erty damage and business interruption
insurance claims are currently being pre-
pared and will be filed in 1985. While
the Company’s insurance claims will
be for a substantial portion of the lost
revenue, the actual amount of insur-
ance proceeds to be received is depend-
ent upon final settlement of the claims
and therefore no amounts have been
reflected in the 1984 financial results.

In the Chemicals division, results were
adversely affected by a ten-week lock-
out and subsequent strike in the pulp
and paper industry, which caused a
shutdown of CanadianOxy’s westcoast
electro-chemical plants in the first quar-
ter of 1984. Following the strike, deferred
demand enabled CanadianOxy to oper-
ate its chemical plants at near capacity,
allowing the Company to recover some
of its lost production.

From a financing viewpoint, the major
events of the year were the completion
of a successful $60 million (Cdn.) Euro-
dollar debenture issue in February 1984
and the paying down of a substantial
portion of long-term debt. At year-end,
$76 million in long-term debt was out-
standing, making our debt to equity
ratio 1:8.

Looking ahead to 1985, we expect to
substantially increase our capital ex-
penditures from $91 million in 1984 to
over 5200 million in 1985. A substan-
tial portion of these expenditures will
be for Canadian exploration and devel-
opment activities, as well as the Com-
pany’s share of expenditures for Syn-
crude. We plan to spend over $30 mil-
lion on heavy oil development, over
5100 million on conventional explora-
tion and development in Canada and
the United States and in excess of
850 million on Syncrude, representing
CanadianOxy’s share of the 5-year, $1.6

' ; billion capltal expenditure program.

CanadianOxy faces some difficult chal-
lenges in the years to come. Its growth
rate over the past few years will be dif-
ficult to sustain in the future. However,
it is our objective to achieve a positive
growth rate and competitive rate of
return for the Company’s sharehold-
ers in the years to come. To this end,
management recognizes the key oper-
ating areas of the Company which need
to be addressed to achieve its goals.
One such area is the U.S. Gulf Coast,
where oil and gas reserves are histori-
cally short-lived. The Company expects
to substantially offset its reserves decline
in the Gulf Coast through increased
exploration and development. In
Canada, the Company expects to in-
crease its oil and gas production, while
still striving to maintain its reserves at
their present level.

In light of CanadianOxy’s excellent
financial results for 1984 and its posi-
tive outlook for 1985, the Board of Direc-
tors announced a 28% increase in the
quarterly common share dividend, in-
creasing it from twelve and one-half
cents to sixteen cents per share, effec-
tive April 1, 1985.

Once again, we would like to thank
our employees for their continued dedi-
cated efforts in achieving the Company’s
objectives. The ability of our employ-
ees to surmount the challenges they
have confronted over the past few years
is indicative of their potential to meet
and exceed the challenges of the future,
We look forward to 1985 with confi-
dence in our ability to grow as a Com-
pany and to reward our shareholders
for their investment in CanadianOxy.

Respectfully submitted,

Thomas D. Jenkins
Chairman of the Board

faa\__ = l@e
—_—
]. Angus McKee

President and
Chief Executive Officer

Calgary, Alberta
February 28, 1985



Oil and Gas

OPERATING PROFIT
Qil and Gas

(millions of dollars)

OIL AND GAS OPERATIONS )

Net Sales:

Natural Gas: . cos o voern on o e e 4
Crude Qil and Condensate ........
Liquefied Petroleum Gas ..........
Sulphur............... ... ... .

Operating Profit:

Canada = v o von i o vmes o sara
United States . .. ..................
Sotth AMBHCA : cov v sures o soves o

Capital and Exploration Expenditures: )

Acquisition of Oil and Gas Rights

ExXploration:: v cuw ww sacamses o e s o
Pevelopment': ..z & svovmnas o om0 6 §

By geographic area:

Canada ¢ o o ama o s 5 s o
United States . ....................
Sotith ATREIICR o uw s spes o0 mawas

Total Capital and Exploration Expenditures..........

Less Current Year Expenditures

Charged to Exploration Expenses

Net Property, Plant and Equipment:

Canada . o:.00 oo s 5 vewes 0 erevs
United States . ....................
South: ATMBHER 5 vas on s w30 s

Notes:

CanadianOxy is engaged in oil and gas
exploration, development and produc-
tion in Canada, the United States Gulf
Coast and South America.

In 1984, net sales from oil and gas oper-
ations increased from $158.3 million in
1983 to $379.8 million and operating
profit more than doubled to $156.6
million. The improvement in net sales
and operating profit is primarily attrib-
utable to the acquisitions of Canada-
Cities, effective August 1, 1983, and
COrCO, effective February 24, 1984.

Exploration expenditures, including
lease acquisition costs, were $32.1 mil-
lion, which is a 152% increase from the
prior year. Development expenditures
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were $26.9 million compared to $9.8
million in 1983. The increase in explora-
tion and development expenditures
reflects CanadianOxy’s more active oil
and gas program, particularly in Canada.
The allocation of these expenditures
between Canada, the United States and
South America during the past five years
is shown in the table below. The Com-
pany anticipates that it will substan-
tially increase its exploration and devel-
opment expenditures in 1985,

Refer to the Supplementary Financial
Information commencing on page 36
for additional information pertaining to
the Company’s oil and gas producing
activities.

1984 1983 1982 1981 1980
(Amounts in Thousands)

.................. $184,754 73,905 55,107 48,219 47,467
.................. 180,191 74,119 59,576 47,099 32,728
.................. 5,423 3,429 1,810 2,082 2,354
.................. 9,434 6,818 10,000 11,767 11,611
$379,802 158,271 126,493 109,167 94,160

.................. $ 66,738 31,950 16,717 17,805 27,229
.................. 80,662 27,969 16,820 8,716 7,626
.................. 9,217 3,176 16,258 18,138 14,200
$156,617 63,095 49,795 44,659 49,055

.................. $ 5,309 2,984 939 4,212 7,009
.................. 26,778 9,724 11,626 16,948 17,611
.................. 26,892 9,750 33,401 69,796 61,390
$ 58,979 22,458 45,966 90,956 86,010

.................. $ 49,690 17,887 13,016 27,187 26,906
.................. 6,807 3,123 9,313 11,434 12: 172
.................. 2,482 1,448 23,637 52,335 46,932
$ 58,979 22,458 45,966 90,956 86,010

................... 16,830 7,303 10,528 13,410 9,231
................... $ 42,149 15,155 35,438 77,546 76,779
.................. $219,097 209,368 49,815 51,028 41,076
.................. 184,977 53,918 61,015 64,443 63,796
.................. 137,716 136,697 139,890 130,979 87,769
$541,790 399,983 250,720 246,450 192,641

(1) The above table includes the results of operations of Canada-Cities from August 1, 1983 and 100% of COPCQ from February 24, 1984.
(2) Capital and exploration expenditures exclude fixed asset additions resulting from corporate acquisitions totalling $180,552,000 in 1984

and $161,980,000 in 1983.



OIL AND GAS SALES by Geographic Area
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LAND

CanadianOxy has a very strong land
position in western Canada consisting
of 2.1 million gross hectares or 1.0 mil-
lion net hectares.

During 1984, CanadianOxy acquired 8
exploration licences covering 10 944
gross or 7 547 net hectares at a cost of
approximately $900 thousand. The ma-
jority of these licences are in the Belloy

and Pembina areas of Alberta.

The accompanying map illustrates the
Company’s land holdings in western
Canada.
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OIL AND GAS LAND HOLDINGS

Petroleum and Natural Gas
Alberta

COREATIO = s sa s v s v

N.W.T.

Bituminous Shale

New Brunswick ......................

Noles:

Hudsen:Bayll: .. o o wmm s scosmemmn o -
Yukon ........ .. ... ...
East Coast Offshore . . ............... ..
Louisiana Offshore. .. ............... ..
Texas Offshore .. ... ... ... ... .......
Bolivia.......... ... ... ... .. .. .. .....

1984 1983
Gross Net Gross Net

Hectares Hectares Hectares Hectares
................. 1 650 776 860 261 1 791 651 983 188
................. 237 079 77 536 312 047 88 905
................ 174 711 91 836 191 424 105 599
................ 51 595 14 308 66 877 16 577
................. 22 911 238 7 637 095 22 911 238 7 637 095
................. 49 613 4 614 217 050 130 957
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ — — 1 748 605
................. 113 760 5972 113 760 5972
,,,,,,,,,,,,,,,, 24 620 9 479 2 568 295
................. 29 684 1742 29 684 1742
................. 301 875 37 734 301 875 37 734
................. — —_ 607 866 139 302
................. 7 637 1 602 7 637 1 602

25 552 588 8 742 179 26 555 425 9 149 573
................ 1439 1439 1439 1439

25 554 027 8 743 618 26 556 864 9 151 012

(1) The Hudson Bay acreage is held under an exploration agreement which provides for the retention of up to 11.3 million grose hectares by the

drilling of two wells.

in the (’\p!omrmn agreement was ‘reduced to 10%
(2) The Company’s interest reflects a 21% share of the petroleum service contract for Talara.

EXPLORATION AND
DEVELOPMENT

During 1984, CanadianOxy participated
in the drilling of 57 exploration wells,
resulting in 16 oil wells, 10 gas wells
and 31 dry holes, representing a suc-
cess rate of 46%; and 161 development
wells, resulting in 124 oil wells, 25 gas
wells, and 12 dry holes, representing a
success rate of 93%. Of these wells, 17
exploratory and 19 development wells
were drilled by others, under various
farmout and optinn agreements at no
cost to CanadianOxy.

At Grand Forks, in southern Alberta,
the Company participated in the dril-
ling of 5 wells which resulted in two
oil discoveries, one of which has pro-
duced oil at rates up to 72 cubic metres
per day. CanadianOxy has a 100% work-
ing interest in this well and holds vari-
ous interests in 1 080 gross hectares in
the immediate area. Seismic surveys and
additional drilling are planned for 1985.

Three exploratory wells drilled in south-
eastern Saskatchewan resulted in one
oil discovery at Elswick, which was com-
pleted for an initial potential of 7 cubic
metres of oil per day. One successful

Drilling crew making drill pipe connection on rig at Drayton Valley,

CanadianOxy has entered into an agreement dated ,’mzuaru 1, 1985 whereby the Company’s 33.3

% working

Alberta.

interest




DRILLING RECORD IN CANADA

1984 1983 1982 1981 1980
Gross Net Gross Net Gross Net Gross Net Gross Net
Exploratory Wells
@il Wells o o0 v saman sy mpess 16 8.5 7 1.6 —_ — 1 0.1 2 1.6
GasWells.................... 10 4.4 5 .5 2 0.7 12 2.0 20 3.5
Dy HOIES! s 5 simas 50 5 wes 31 9.9 8 2.0 4 2.7 11 3.6 8 3.0
57 22.8 20 4.1 6 3.4 24 5.7 30 8.1
Development Wells
Oil Wells .. . oo o v moves o 124 23.4 31 T3 — — 4 1.4 2 0.8
GasWells.................... 25 7.6 17 6.6 12 32 22 6.3 16 6.4
Dry Holes . .. s oo o0 s smssg s 12 1.2 11 2.6 4 212 5 1.5 10 2.4
161 32.2 59 16.5 16 5.4 31 8.9 28 9.6
218 55.0 79 20.6 22 8.8 55 14.6 58 17.7
Notes:

(1) In general, an exploratory well is a well drilled either in search of a new and as yet undiscovered pool of oil or natural gas, or with the intent
of greatly extending a pool already partly developed. All other wells are development wells.

(2) Gross wells means the total number of wells drilled in which CanadianOxy has an interest. Net wells represents the aggregate participating
interests of the Company (other than royalty interests) in the gross wells.

(3) In 1980, 1981, 1982, 1983 and 1984 CanadianOxy earned gross overriding royalty interests in 24, 17, 3, 18 and 36 farmout wells
respectively (included in gross wells above), some of which are convertible to working interests at the Company’s option on the payout of
certain well costs. Upon payout, the net productive well totals in the table will increase by 4.50 gas wells in 1980, by 2.79 gas wells and 0.2
oil wells in 1981, by 1 gas well in 1982, by 1.51 gas wells and 1 oil well in 1983 and by .5 gas wells and 4.9 oil wells in 1984.

follow-up well was drilled and com-
pleted as a Mississippian oil well. The
Company has a 25% working interest
in 512 hectares in this area. It is antici-
pated that several offset wells will be
drilled in the Elswick area in 1985.

In the Carrot Creek area of central
Alberta, the Company participated in
a dual zone oil discovery which was
completed for an initial production
potential of 12 cubic metres of oil per
day. CanadianOxy has a 40% working
interest in the well and 704 hectares in
the immediate area.

In the Peace River Arch area of Alberta,
the Company conducted extensive seis-
mic surveys and participated in the dril-
ling of two discoveries. The wells have
been cased and tested. The Peoria 6-20
well is a multizone gas/oil discovery
and the Bezanson well is a Devonian
gas/condensate discovery. Canadian-
Oxy has extensive land holdings in this
very active area of the Peace River Arch.

The Company participated in two Keg
River discoveries in the Zama Basin of
northwestern Alberta. Of significance
is the 8-34 well in which CanadianOxy
has a 35% working interest. The well
has been completed at a stabilized flow
rate of 54 cubic metres of oil per day.

In the mature producing areas of Park-
man, Wapella and Star Valley in south-
eastern Saskatchewan, the Company
participated in the drilling of 41 oil wells.
CanadianOxy’s working interest in the
wells varies from 10 to 20%.

At Saddle Hills, in west central Alberta,
CanadianOxy participated in the dril-
ling of 20 oil wells in the continuing
development of the shallow Doe Creek
oil pool. The Company plans to drill
an additional 10 wells in this area in
1985. CanadianOxy has a 16%/,% inter-
est in these lands as well as varying
interests in an additional 1 536 unde-
veloped hectares in the immediate area.

In October 1981, CanadianOxy and two
joint venture participants were granted
oil and gas exploration rights in Hudson
Bay by the Federal Government. The
participants each had a one-third par-
ticipating interest in the project, with
CanadianOxy acting as operator. The
exploration agreement, effective Janu-
ary 1, 1983, extends for five years and
now covers approximately 23 million
hectares. Extensive seismic programs
were carried out during the summers
of 1982 and 1983 and well site surveys
were conducted in 1984. Following eval-
uation of the results of these programs,
CanadianOxy has decided not to par-
ticipate in the drilling of a proposed
well in the Hudson Bay. Consequently,
CanadianOxy has agreed to transfer to

its joint venture partners a 23'/3% inter-
est, retaining a 10% working interest.
CanadianOxy will be carried for and
will not bear any of the costs of drilling
and completing the first well drilled
under the exploration agreement.

The Company also participated with
several other companies in the negotia-
tion of an exploration agreement on
113 760 hectares of Canada Lands on
the edge of the Nova Scotia Continen-
tal Shelf. Concurrently, the rights were
farmed out to Petro-Canada Exploration,
Inc. which commenced drilling a 4 125
metre well in December, 1984, at a cost
of approximately $57 million. Canadian-
Oxy holds a 2.1% working interest in
the lands.

Net proven reserves in Canada at the
end of 1984 were estimated to be 2 809
thousand cubic metres of crude oil and
condensate, 10 723 million cubic metres
of natural gas, 665 thousand cubic
metres of liquefied petroleum gas and
1.7 million tonnes of sulphur. Net pro-
ven reserves of oil and condensate after
production declined 6% from the prior
year primarily due to a reclassification
of a portion of condensate to liquefied
petroleum gas. As a result, net proven
reserves of liquefied petroleum gas
increased 18% from the 1983 year-end.
Net proven reserves of natural gas
declined 3% and sulphur reserves re-
mained substantially unchanged.



PRODUCTION AND SALES

Crude oil and condensate accounted
for approximately 50% of Canadian-
Oxy’s net sales from Canadian oil and
gas operations in 1984. During the year,
CanadianOxy’s share of oil and con-
densate production before royalties aver-
aged 1 555 cubic metres per day. About
48% of the conventional oil and con-
densate production is from the Pembina
area, in Alberta, where the Company
holds interests in 1,044 wells. Approxi-
mately 26% of the oil and condensate
production is in Saskatchewan, where
the Company has interests in 1,003
wells. The remaining production is
derived from 734 wells located in Alberta
and Ontario, and condensate recovered
from the Company’s interests in 43 nat-
ural gas processing plants and com-
pression-dehydration facilities.

Heavy crude oil production from the
Lloydminster area of eastern Alberta
and western Saskatchewan accounts for
about 11% or 170 cubic metres per day
of total Canadian oil production, of
which about 36 cubic metres per day is
heavy oil recovered from enhanced oil
recovery projects.

Natural gas and liquefied petroleum gas
accounted for approximately 44% of

CanadianOxy’s net sales from Cana-
dian oil and gas operations in 1984. Dur-
ing the year, CanadianOxy’s average
natural gas, liquefied petroleum gas and
sulphur production before royalties
averaged 2 196 thousand cubic metres
per day, 162 cubic metres per day and
294 tonnes per day, respectively.

The Company’s significant gas produc-
ing areas in Canada are the Calgary
Crossfield field, the Paddle River field,
the Pembina Keystone solution gas
processing facility and the Primrose
Kirby field in Alberta and the Fort Pitt
gas processing facility in Saskatchewan.
These five areas together account for
55% of the Company’s natural gas pro-
duction in Canada.

CanadianOxy currently has approxi-
mately 90% of its gas reserves contracted
to major Canadian gas purchasers. In
terms of approximate percentage distri-
bution of production, Westcoast Trans-
mission Company Limited (“West-
coast”) takes 22%; Northwestern Utili-
ties Limited 26%; TransCanada Pipe-
Lines Limited 19%; Pan-Alberta Gas Ltd.
16%; Alberta and Southern Gas Co. Ltd.
4%; Saskatchewan Power Corporation
6%; and other gas purchasers 7%.

OIL AND GAS PRODUCTION AND SALES

Gas produced from the Crossfield field
is processed at a plant owned by Petro-
gas Processing Ltd., located about five
kilometres northeast of Calgary. The
Company owns 33.1% of Petrogas and
is the manager and operator of the plant
and the related field production facilities.
Westcoast is the major purchaser of the
pipeline gas production. The current
Westcoast contract provides for deliv-
ery of an average daily volume of 2 510
thousand cubic metres per day from
the Crossfield field and expires on the
earlier of December 31, 1987 or when
Westcoast has taken delivery of 28 bil-
lion cubic metres of gas. At current load
factors, CanadianOxy expects the con-
tract to expire during 1986. TransCanada
PipeLines Limited has agreed to pur-
chase additional quantities of gas fol-
lowing the termination of the Westcoast
contract. CanadianOxy is investigating
potential gas marketing possibilities in
Alberta, eastern Canada and the United
States.

Westcoast has failed to take the full
annual contract obligation since 1978,
having taken on average only 80% of
the contracted quantity during this
period. To date, no take or pay pay-
ments have been made by Westcoast.
Petrogas has initiated legal proceedings

1984 1983 1982 1981 1980
Production
(gross before royalties)
Metric Units
Pipeline Gas (thousand cubic metres) ..................... 1 811 341 850 552 646 590 617 229 615 066
Crude Oil and Condensate (thousand cubic metres)..... ... 1117.9 522.3 357.6 321.4 285.8
Liquefied Petroleum Gas (thousand cubic metres)...... ... 59.4 33.6 18.6 23.8 27.0
Sulphur (thousand tonnes) ...................... ... . ... 107.7 07.9 94.0 112.4 109.5
Imperial Units
Pipelifte Gas (BEE) c: o 65 v i 4 88 15 en s wn sonimvein ot 2t sor memis 64.3 30.2 23.0 22.3 222
Crude Qil and Condensate (thousand barrels) ............. 7,034.9 3,286.7 2,250.3 2,022.3 1,798.6
Liquefied Petroleum Gas (thousand barrels) ............... 373.8 211.7 117.1 149.9 169.7
Sulphur(thousand long tOns) . .. o camme s s o oo 106.0 106.2 92.5 110.6 107.8
Sales
Sulphur
Metric Units
(thousand tonnes)
INOTHL ATHBTICAN -2 svwun i susmassnn e s st dn Sesmsnss @ e S 55.8 6l:.1 96.2 117.9 98.7
OFBHOTE., oo 58 i 15 Sas i aEm a0 0 SoTanes 55 e o 70.8 53.5 56.9 77.9 139.4
126.6 114.6 153.1 195.8 238.1
Imperial Units
(thousand long tons)
North American . ........... ... i, 54.9 60.1 94.6 116.0 9%.2
OUESHOTE s mumns s semsiio o s i w5 OaTRas W O TR T 9 SR 69.7 52.6 56.1 76.7 137.2
124.6 112:7 150.7 192.7 234.4

Note: ‘
The above table includes Canada-Cities” production from August 1, 1983, 100% of COPCO preduction from February 24, 1984 and crude oil

8 production in Peru on which the Company receives a service fee.



against Westcoast with respect to the
outstanding take or pay payments.

Site clearing and road construction com-
menced in late 1984 for CanadianOxy's
natural gas processing plant and gath-
ering system in the South Okotoks/
Mazeppa area, 30 kilometres southeast
of Calgary. This $95 million plant and
facilities will produce about 600 thou-
sand cubic metres per day of pipeline
gas, 127 cubic metres per day of con-
densate and 580 tonnes per day of
sulphur. CanadianOxy will be opera-
tor and have an approximate 60% inter-
est in the project. Plant construction is
expected to commence in the spring of
1985 with completion anticipated in
mid-1986.

In the Pembina area, CanadianOxy’s
major source of conventional oil pro-
duction, the 100% owned Ellerslie gas
conservation project was completed in
late June, at a cost of $1.5 million. The
project oil allowable increased 40% to
48 cubic metres of oil per day with a
further doubling of the production
anticipated when full project status is
achieved in 1985.

Construction commenced during the
fourth quarter of 1984 on another gas
conservation and production facility at
CanadianOxy’s 100%-owned Carrot
Creek area. The new facilities, which
were completed in the first quarter of
1985 at a cost of $1.3 million, treat and
compress solution gas and will result
in incremental sales of 20 cubic metres
per day of oil and condensate and 30
thousand cubic metres per day of natu-
ral gas.

Sulphur marketing activities during 1984
contributed approximately 6% of Cana-
dianOxy’s net sales from Canadian oil
and gas operations. CanadianOxy mar-
kets sulphur both for its own account
and as agent for Petrogas and others.
In 1984, CanadianOxy’s share of sales
were 55 838 tonnes in the North Ameri-
can market and 70 756 tonnes in the
overseas markets at an average price
of $83.68 per tonne, F.O.B. plant. The
sulphur market strengthened consider-
ably in 1984, resulting in higher sales
volumes, particularly in the offshore
markets and higher prices in both the
offshore and North American markets.
It is anticipated that the sulphur mar-
ket will continue to be strong in 1985.

HEAVY OIL

CanadianOxy holds approximately
36 000 net hectares of heavy oil lands
near the Alberta/Saskatchewan border.
The Company is developing a steam-
flood pilot project in the Manatokan/
Cold Lake area of Alberta and a fireflood
pilot project at Morgan, in the Lloyd-
minster area of Alberta, and participates
in two operating fireflood thermal pro-
jects, operated by others, in eastern
Alberta and western Saskatchewan.

In late 1984, CanadianOxy commenced
work on phase II of its Manatokan pro-
ject, which is an expansion of the origi-
nal 5 well pilot program. This steam-
flood pilot project consists of the dril-
ling of 32 wells in twelve 4-hectare,
5-spot patterns and the construction of
steam generation and production facil-
ities, The Company expects to spend
approximately $22 million on this proj-
ect during 1985. The pilot phase of the
project will continue for up to four years
and is expected to produce approxi-
mately 190 cubic metres of bitumen per
day by 1986. If the pilot operation is
successful, commercial development
would occur between 1991 and 1994.

) -

Slant drilling at Manatokan steamflood pilot project in Alberta.

CanadianOxy will bear the full cost of
the pilot project. The company owning
the mineral rights has reserved a 10%
net profits interest which is convert-
ible at its option into a 50% working
interest upon completion of the pilot
phase. Original oil in place for the pro-
ject area is estimated at 120 million cubic
metres. If the project reaches the com-
mercial development phase, production
could average 2 540 cubic metres of bitu-
men per day over the 39 year life of the
project.

At the Morgan fireflood pilot project,
in which CanadianOxy has a 100% inter-
est and is operator, preliminary design
work commenced in late 1984. Subject
to regulatory approvals, field work will
commence in early 1985 with the dril-
ling of 10 wells in four 4-hectare, 5-spot
patterns. Limited production is expected
to commence in mid-1985 and to aver-
age 80 cubic metres of oil per day over
the term of the pilot project. Original
oil in place at the Morgan project is
estimated at 7.6 million cubic metres of
oil. Commercial development of the
project could result in production of
up to 480 cubic metres per day.




UNITED STATES

CanadianOxy holds leasehold interests
ranging from 3.7% to 100% in 33 Fed-
eral offshore lease blocks in the U.S.
Gulf Coast. Fifteen of these lease blocks
were acquired through the purchase of
Cities Offshore Production Co.
("COPCO"), which was completed in
February 1984. At that time, COPCO
became a wholly-owned subsidiary and
its name was changed to CanadianOxy
Offshore Production Co. The accompa-
nying map indicates the location of these
lease blocks.

To date, 36 drilling and production plat-
forms have been installed on the lease
blocks and 339 successful development
wells have been drilled. During 1984,
the Company participated in the dril-
ling of 4 oil wells in the Gulf Coast. By
year-end, a total of 222 wells were on
production and another 14 wells were
scheduled to be on production in early
1985.

CanadianOxy’s share of production
from the Gulf Coast during 1984 aver-
aged 3 068 thousand cubic metres of
gas per day and 1 143 cubic metres of
oil and condensate per day, before
royalties, based on 311 production days
for the COPCO properties and a full
year’s production from CanadianOxy’s
other Gulf Coast properties. The net
prices received for the two categories
of pipeline gas production during Dec-
ember, 1984 were $136 (U.S.) per thou-
sand cubic metres and $86 (U.S.) per
thousand cubic metres and for the oil
production is $173 (U.S.) per cubic
metre.

During 1984, well completions were
conducted on the platform serving High
Island 582 and production commenced
by vear-end. At the Vermilion Block
124, the "“"H" platform was set in Sep-
tember and a rig was placed on the
platform to complete 3 oil wells, which
commenced production in December.
The drilling of a fourth well was in prog-
ress at year-end and at least two more
wells are planned for early 1985. Suc-
cessful workovers were performed on
four High Island platforms, the Main
Pass 288 platform and the West Delta
45 platform. In addition, the Company
entered into five exploratory farm-in
agreements covering Federal offshore
leases and purchased a direct interest
in another lease in the Gulf Coast.

CanadianOxy’s share of net proven
reserves for the United States Gulf Coast
as of December 31, 1984 was 660 thou-
sand cubic metres of crude oil and con-
densate and 2 343 million cubic metres
of pipeline gas. The significant increase
over the prior year in net proven reserves
of oil, condensate and natural gas is
due to the inclusion of reserves of
COPCO, which became wholly-owned
in February 1984. Comparing 1984 year-
end net proven reserves with 1983 and

including 100% of COPCO at the prior
year-end, net proven reserves of crude
oil and condensate declined 1.5% and
natural gas 20%), after production. While
net proven reserves of oil and conden-
sate at the COPCO properties increased
compared to the prior year, due to dis-
coveries and engineering adjustments,
the increase was offset by the declin-
ing reserves at the Company’s High
Island and South Pass properties.

Drilling and production platform in the United States Gulf Coast.
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PERU

CanadianOxy (21%), Occidental (63%)
and Bridas Exploraciones v Produccion
(16%), S.A., an Argentinian private oil
company, are participants in an oil field
redevelopment and secondary recov-
ery project in nine established produc-
ing oil fields near Talara, approximately
1 000 kilometres northwest of Lima, on
the coast of Peru. Occidental is the oper-
ator of the project.

From inception of the project in August
1978, the Oxy Group has drilled a total
of 1,005 new wells. At year-end, there
were 1,403 productive wells (both pro-
ducing and capable of production) and
509 injection wells.

CanadianOxy’s share of oil production
from the Talara area averaged 401 cubic
metres per day during 1984. Severe
weather conditions occurred in the
Talara area from January to June, 1983
and caused a shutdown of the water
injection operations for eight months.
Nearly 150 inches of rainfall occurred
compared to the normal precipitation
level of less than one inch per annum.
This severe operating disruption appears
to have had a more longlasting detri-
mental effect than originally anticipated

and response to the waterflood opera-
tions has not yet recovered to its prior
level. CanadianOxy has received pay-
ments totalling $3.2 million (U.S.) in
partial settlement of its insurance claims
resulting from the weather disturbance.

Under a service contract with the Peru-
vian government, CanadianOxy is paid
a service fee on its 21% share of the oil
production. The basic service fee is sub-
ject to adjustment for certain changes
in crude oil prices, Peruvian income
tax rates and unit production costs. The
basic service fee averaged $599.43 (U.S.)
per cubic metre during 1984.

Occidental’s independent consulting
engineers estimated as of December 31,
1984 a total of 10.3 million cubic metres
of proven reserves of crude oil are recov-
erable from the Talara project in the
contract period. CanadianOxy’'s net
share of the reserves was 2.2 million
cubic metres of crude oil. Probable addi-
tional reserves may result from the
waterflood project. However, any esti-
mate of probable additional reserves is
subject to various factors almost all of
which are theoretical and uncertain until
actual response to water injection in
each field is evaluated.

BOLIVIA

Occidental (75%) and CanadianOxy
(25%), as contractors, hold a production-
sharing contract with YPFB, the Bolivian
national oil company, covering approxi-
mately 300 000 hectares at the Porvenir
field in the Chaco Basin of eastern
Bolivia. Under this agreement, the Con-
tractors are entitled to approximately
50% of all production from the con-
tract area, net of taxes and royalties.

Gas cycling and liquids extraction facili-
ties were completed in October, 1981,
whereby condensate is produced and
sold while conserving most of the natu-
ral gas by re-injection into the reservoir.
The plant is serviced by ten wells, of

which six are producing and four are
used for gas re-injection. During 1984,
CanadianOxy’s 12.5% share of the plant
condensate production was averaging
108 cubic metres per day with about
3.1 million cubic metres per day of nat-
ural gas being re-injected into the re-
servoir. Plans are underway to install a
gas pipeline and commence selling some
of the gas, currently being re-injected,
in the second quarter of 1985.

Until mid-1982, the condensate was sold
to YPFEB for domestic consumption at a
price related to the official sales price
for Arabian Light crude oil. Because of
the excess of oil supply over domestic
demand in Bolivia, and its shortage of
U.S. dollars, Occidental and Canadian-
Oxy were authorized to export some
of their production during 1982 and 1983
and YPFB was authorized to reschedule
payment to the Oxy Group in those
years. At the end of 1984, Canadian-
Oxy’s share of this receivable was ap-
proximately $600,000 (U.S.) for 1982 and
$1.5 million (U.S.) for 1983.

During 1984, Occidental and Canadian-
Oxy were not permitted to export their
full 50% share of production. An agree-
ment was reached with YPFB whereby
the Contractors would accept future
delivery of manufactured goods in set-
tlement of production payments for the
first six months of 1984. Occidental and
CanadianOxy have invoiced YPFB for
the condensate production for the last
six months of 1984 in accordance with
the contract terms.

The Company’s net share of the proven
reserves for the Porvenir field as at
December 31, 1984 is estimated to be
448 million cubic metres of natural gas
and 141 thousand cubic metres of con-
densate.



OIL AND GAS RESERVES
(as at December 31, 1984)

Total Proven

Proven Probable and Probable

Gross Net Gross Net Gross Net
Metric Units
Crude Oil and Condensate
(thousand cubic metres)
g ¥ L T T 3 653 2 809 1404 1121 5057 3930
US. Gulf Coast. ... ... . 792 660 75 62 867 722
PO umone me sumines sh oo winkees 595 Tomatmst st 75 S0URE 5 O D 2 164 2164 971 971 37135 3135
Bolivia . .. ... 141 141 = — 141 141

6 750 5774 2 450 2154 9 200 7 928

Pipeline Gas
(million cubic metres)

CaANAA: cow o e vomiy ts GEorTs 55 SEWET B8 95 SORETAE e SINEEE 13 918 10 723 3125 2 565 17 043 13 288
US. Gulf Coast. ... 2 811 2 343 744 620 3 555 2 963
BOliviat: cosum ws samag o s 36 sewmmn o eSS A P 448 448 — — 448 448

17 177 13 514 3 869 3185 21 046 16 699

Liquefied Petroleum Gas
(thousand cubic metres)

Canada ... ... 920 665 63 42 983 707

UiS: GUItCoast o s avmg is 5 s is o5 e 5 o 0 10 8 4 1 14 12
930 673 67 46 997 719

Sulphur

(thousand tonnes)

Canada .......................... e 1970 1 693 1 1 1971 1 694

Total Proven

Proven Probable and Probable

Gross Net Gross Net Gross Net
Imperial Units
Crude Oil and Condensate
(thousand barrels)
CANAAE 0 vovi o veven o evsme s v eUEE 8 B DTSR 06 5 5 22,984 17,675 8,833 7,056 31,817 24,731
U.S. Gulf Coast. ... .o 4,977 4,147 471 393 5,448 4,540
T T me— 13,614 13,614 6,105 6,105 19,719 19,719
Bolivia . ... 884 884 — —_ 884 884

42,459 36,320 15,409 13,554 57,868 49,874

Pipeline Gas
(billion cubic feet)

Canada . ... 494.0 380.6 110.9 91.0 604.9 471.6
LS GulE Coastsas v oo s ov s v 63 9 somas o 5 o8 voais 99.8 83.1 26.4 2.0 126.2 105.1
Bolivia .. ... . 15.9 15.9 - —— 15.9 15.9

609.7 479.6 137.3 113.0 747.0 592.6

Liquefied Petroleum Gas
(thousand barrels)

EANA o iy v mrsmons o BRvE 9 I SO Y 5 SR B B T S 5,794 4,180 396 261 6,190 4,441

US. Gulf Coast. ... 60 50 28 23 88 73
5,854 4,230 424 284 6,278 4,514

Sulphur

(thousand long tons)

CamAA o v i sommsisss ws susiss st o VBSOS 55 KR S 1,939 1,666 I 1 1,940 1,667

Note:

The above table excludes the inventory of 135 130 tonnes (132,968 long tons) of sulphur held at year-end. The Company receives a service fee
per barrel for reserves produced in Peru. 13



Alternate Fuels

CanadianOxy holds a 13.23% interest
in the Syncrude Project as well as vary-
ing interests in undeveloped oil sands
leases. It also holds mineral claims and
coal leases, including an undeveloped
uranium property.

Net sales from alternate fuels opera-
tions in 1984 were $169 million and oper-
ating profit was $35.4 million, reflecting
revenues from the Syncrude plant and
after deducting $9.0 million for explora-
tion and resource evaluation activities
in coal, minerals and other oil sands.
Results in 1984 were severely affected
by a major explosion and fire at the
Syncrude Plant in August, 1984 which
caused the plant to be completely shut
down for approximately five weeks and
partially shut down for an additional
three months. The fire is described in
more detail later in this section.

ALTERNATE FUELS OPERATIONS

Net Sales:

Synthetic Crude Oil . ..............oooiiinn
SUlpRUL.... .. Joier 05 vaves 5 Fwewss t wassn o

Operating Profit (Loss):

OILESANAS: ... e s i, 5 80 S 85 Salgiies g5 v
Minerals and Coal ........ .. ... ... ... .....

Capital Expenditures: @

Qil Sands .. ..o
Minerals and Coal sren i v s v smwems wm 0w

Net Property, Plant and Equipment:

OI'SANAS: oves oo wan s i Faeans 6 W e w8
Minerals and Coal .......... ... ... .. .. ......

Notes:

Syncrude plant near Fort McMurray, Alberta.

& "N
canaoian QXY

w %W

1984 1983 1982 1981 1980
(Amounts in Thousands)
$167,293 72,792 — — _
1,713 442 e _ o
$169,006 73,234 = — _
$ 43,423 24,666 === = -
(7,984) (2,203) (3,192) (4,312) (2,293)
$ 35,439 22,463 (3,192) (4,312) (2,293)
$ 25,572 14,082 - —_ —
190 710 2,678 5,346 5,711
$ 25,762 14,792 2,678 5,346 5,711
$268,360 256,082 — — —
554 7,523 8,485 7,942 6,316
$268,914 263,605 8,485 7,942 6,316

(1) The above table includes the results of operations of Canada-Cities from August 1, 1983.

(2) Capital expenditures exclude fixed asset additions resulting from the Canada-Cities acquisition in 1983 totalling $247,649,000.




SYNCRUDE

The Syncrude Project, a joint venture
created for the purpose of mining shal-
low deposits of oil sands and extracting
and upgrading crude bitumen into a
synthetic crude oil, is located on 39 106
hectares leased from the Province of
Alberta in the Athabasca oil sands area
near Fort McMurray, Alberta.

During 1984, the Syncrude Project re-
corded average daily production of
13 735 cubic metres per day compared
to 17 761 cubic metres per day in the
prior year. This 23% decrease in pro-
duction in 1984, compared to 1983, was
attributable to the aforementioned fire.
On August 15, 1984, a section of pipe
carrying heated bitumen ruptured re-
sulting in a fire that caused extensive
physical damage to one of the plant’s
two bitumen-to-oil processing units
(cokers) and caused the other coker to
be taken out of service. Efforts to bring
the least damaged coker back into serv-
ice were unsuccessful, resulting in a
five-week total shutdown of the plant.
One coker returned to service on Sep-
tember 21, 1984 and the plant resumed
production at about 50% capacity. In
late December, the damaged coker was
repaired and successfully started up and
by the end of 1984 the plant was pro-
ducing 20 975 cubic metres of oil per
day, with CanadianOxy’s share before
royalties being 2 775 cubic metres per
day.

Production for the vear was also affected
by a shutdown of both coker units for
a portion of the first quarter of 1984.
The first coker unit was shut down in
December, 1983, for unscheduled main-
tenance caused by a series of boiler
failures. It was successfully started up
in early February, 1984. The second
coker unit, shut down for repair and
maintenance following a small fire in
January, 1984, was successfully started
up in early March, 1984.

Property damage and business inter-
ruption insurance claims will be filed
during 1985. While the Company’s
insurance claims will be for a substantial
portion of the lost revenue, the actual
amount of insurance proceeds to be
received is dependent upon final settle-
ment of the claims and therefore no
amounts have been reflected in the 1984
financial statements.

Under an agreement dated February 4,
1975, the Province of Alberta as lessor
of the oil sands leases waived its right
to royalties or other payment in lieu of
royalties, and entered into a joint ven-
ture with the participants. Under the
agreement, the Alberta Crownreceives
50% of the deemed net profits of the
Syncrude Project, which at the Prov-
ince’s option may be converted to a
7.5% gross production royalty at any
one time after March 1, 1984, Both the
50% of deemed net profits and the 7.5%
gross production royalty are subject to
change at the option of the Province of
Alberta after March 1, 1989. They are
also subject to change if substantial
changes in circumstances occur which
were not reasonably within the con-
templation of the parties to the origi-
nal agreement which was effective in
1975:

During 1983, the Syncrude participants
negotiated an amendment to the origi-
nal royalty agreement with the Govern-
ment of Alberta. The amended agree-
ment provides for an accelerated write-
off of all qualifying capital expenditures
in the calculation of the deemed net
profits of the Syncrude Project for a
five-year period commencing January
1, 1983.

Bucketwheel at Syncrude plant.

As part of their 5-year, $1.6 billion capi-
tal expenditure program, the Syncrude
participants, in 1984, received the ap-
proval of the Alberta Energy Resources
Conservation Board to increase the per-
mitted yearly synthetic crude oil pro-
duction to 8 million cubic metres and
extend the approved project life by nine
years to December 31, 2013. The pro-
posed expansion project would result
in an estimated increase in plant pro-
duction, over current capacity, of 2 957
cubic metres of oil per day by the end
of the five-year program. The amount
and timing of the proposed capital
expenditures are at the discretion of
the Syncrude participants.

The Company’s share of gross synthetic
crude oil reserves associated with the
Syncrude Project, calculated by inde-
pendent consultants to be produced
over the remaining 29-year term of the
current mining plan, is estimated to be
approximately 30.5 million cubic metres
as at December 31, 1984. Since the joint
venture payment to the Province of
Alberta is based on ““deemed net pro-
fits”, any estimate of net reserves entails
making various assumptions as to future
crude oil prices and future plant oper-
ating costs.
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OTHER OIL SANDS LEASES

CanadianOxy has a 25% interest in six
oil sands leases covering 75 035 hec-
tares in the vicinity of the current Syn-
crude operations. The Company and
five other participants are exploring and
evaluating these leases for commercial
quantities of oil sands. Based on dril-
ling programs conducted in the early
1970’s, the Company estimates that
these six leases hold 4.3 billion cubic
metres of bitumen in place. Since 1981,
the participants have been conducting
drilling programs and engineering fea-
sibility studies on certain of the leases.
This program is expected to continue
until 1986.

IN-SITU OIL SANDS

CanadianOxy has a 31.6% average inter-
est in 34 deep oil sands leases in the
Athabasca deposit of northern Alberta.
These leases cover 494 493 hectares and
the Company estimates that they con-
tain approximately 19 billion cubic
metres of bitumen in place. Canadian-
Oxy’s share, assuming the exercise of
all farmout options, is estimated to be
4.8 billion cubic metres.

Initial exploration of these deep oil sands
holdings commenced in 1956. Since that
time the participants have pursued
active research on various recovery
processes including steam injection and
electrical pre-heating stimulation. In late
1984, a single well steam injection and

ALTERNATE FUELS PRODUCTION
(Gross Before Royalties)

production test was initiated and will
be continued in 1985.

Beginning in 1978, operations on the
deep oil sands leases were conducted
through a joint venture among Canada-
Cities, Esso Resources Canada Limited
and Petro-Canada Exploration, Inc., sub-
ject to a farmout agreement with Japan
Canada Oil Sands Ltd. (“Jacos”). The
farmout agreement gives Jacos a three
phase option to earn a 25% interest in
the deep oil sands over a period of
approximately 15 years. Phase [ has been
completed and Jacos has earned a 25%
interest in approximately one-third of
the deep oil sands leases. Late in 1983,
Jacos exercised its option to participate
in Phase II of the farmout upon com-
pletion of which it will have earned a
25% interest in a further one-third of
the deep oil sands leases.

MINERALS AND COAL

CanadianOxy holds various metallic
mineral claims and leases in Canada.
The Company’s most significant pro-
perty, “Wolly”, is located on the east-
ern rim of the Athabasca basin in north-
ern Saskatchewan. In 1979 and 1982,
CanadianOxy and its equal partner, Inco
Limited, announced potentially signifi-
cant uranium discoveries, named the
“McClean’” deposit and the “JEB” de-
posit.

In January, 1985, CanadianOxy and Inco
entered into an agreement with Minatco
Limited, granting Minatco an option
to earn a one-third interest in the Wolly
property, including the McClean and
JEB deposits. Minatco can earn such
interest by spending $23 million in car-
rying out an extensive exploration pro-
gram and by preparing a feasibility
study as to commercial development
of the property. The first phase of this
program requires Minatco to spend $5
million on the property during the
period 1985 to 1988. During 1985, Min-
atco will drill certain well-defined but
previously untested targets, at an esti-
mated cost of $1 million.

In addition, the Company holds sev-
eral bituminous thermal coal properties,
one of which is located on Vancouver
Island and several of which are located
in Alberta. Further evaluation of these
properties is required to determine their
commercial potential.

1984 1983
Metric Units
Synthetic Crude Oil (thousand cubic metres). ................. ..., 665.0 358.4
Sulphur (thoitsand toRNes) .. o5 seamies % i Savek 5 @ SoPsh 5 5 FE5Gs ¥ 5 D6 6 1 RO TeH 98 1 26.2 13.4
Imperial Units
Synthetic Crude Oil (thousand barrels) ...... ...t i i, 4,184.8 22555
Sulphur: (thousand JONERONSY .o v siwwres s sos susssmens wus o wossisge i s Sosmss e o ammsmm s S e o 25.8 13.1

Note:

The above table represents the Company’s share of production from the Syncrude Project from August 1, 1983. Prior to this date, there was no

production for the Alternate Fuels division.



Chemicals

OPERATING PROFIT

Chemicals
(millions of dollars)
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CHEMICAL OPERATIONS

Net Sales:

Industrial Chemicals .............
Plastics and Resins. ..............
Metal Eimishings. ... vuvansmn oo

Operating Profit .....................

Capital Expenditures:

Industrial Chemicals .............
Plastics and Resing. .« i o5 svveen
Metal Finishing . .................

Net Property, Plant and Equipment:

Industrial Chemicals .. ...........
Plastics and Resins .. .. ...........
Metal Finishing ... v.o comss v vrvmvins

The Company’s chemical operations
include the Industrial Chemicals divi-
sion in western Canada and the Special-
ty Chemicals group in eastern Canada.

The Industrial Chemicals division con-
sists of four electro-chemical plants;
three in British Columbia and one at
Brandon, Manitoba. This division man-
ufactures chlorine, caustic soda, sodium
chlorate and muriatic acid. Over 75%
of net sales from the chemical opera-
tions are generated by this division. The
Specialty Chemicals group includes the
Metal Finishing division and the Durez
Plastics division. The Metal Finishing
division manufactures and markets the
Parker and Sel-Rex product lines in
Canada. Parker products are used by
industry in the treating, cleaning and
finishing of metals and plastics. Sel-

& "N
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Rex products supply precious metal
electroplating chemicals and process
technology, primarily to the electron-
ics and decorative jewellery industries.
The Durez Plastics division is a manu-
facturer and marketer of phenolic mould-
ing compounds and industrial and
foundry resins.

Sales from chemical operations were
$86.9 million in 1984 compared with
$92.0 million in 1983 and operating profit
was $14.7 million compared to $25.0
million in the prior year. The decline
in sales and operating profit is pri-
marily due to a 10-week lock-out and
subsequent strike in the pulp and paper
industry, which caused a shut down
of CanadianOxy’s west coast electro-
chemical plants, and to increased manu-
facturing costs and operating expenses.

1984 1983 1982 1981 1980
(Amounts in Thousands)
.......................... $65,508 70,465 67,408 67,065 67,596
.......................... 10,124 10,045 6,144 7,122 7,500
.......................... 11,220 11,497 11,423 15,024 19,384
$86,852 92,007 84,975 89,211 94,480
.......................... $14,655 25,041 21,945 22,207 22.515
.......................... $ 4,345 6,511 12,732 8,526 4,133
.......................... 362 83 79 103 196
.......................... 192 39 149 157 295
$ 4,899 6,633 12,960 8,786 4,624
.......................... $38,397 37,039 33,040 23,543 17,946
.......................... 1,882 1,779 1,936 2,112 2,256
.......................... 1,081 1,046 1,146 1,152 1,113
$41,360 39,864 36,122 26,807 21,315
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INDUSTRIAL CHEMICALS

The industrial chemical operations com-
prise two chlor-alkali plants at North
Vancouver and Nanaimo, B.C. and
three sodium chlorate manufacturing
plants at Squamish and Nanaimo, B.C.
and Brandon, Manitoba. Industrial
chemical products — chlorine, caustic
soda, sodium chlorate — are manufac-
tured by an electro-chemical process
using salt and electricity. The products
are used primarily as bleaching chemi-
cals by the pulp and paper industry in
western Canada. The Company sup-
plies approximately 50% of the chlo-
rine and caustic soda sold in British
Columbia.

CanadianOxy is also a major producer
of muriatic acid in western Canada. The
Company presently supplies more than
40% of the muriatic acid used in Alberta
and British Columbia. A principal use
of muriatic acid (also known as hydro-
chloric acid) is in the completion and
stimulation of both new and existing
oil and gas wells.

Total production capacities at the North
Vancouver and Nanaimo plants for
chlorine, caustic soda and muriatic acid
are approximately 168 500, 187 000 and
22 700 tonnes per year, respectively.
Sodium chlorate is produced at the
Squamish, Nanaimo and Brandon plants
where the combined annual capacity is
29 300 tonnes. During 1984, production
of chlor-alkali and sodium chlorate was
at about 73% capacity. For the months
May to December 1984, following the
shutdowns, the plants operated at 83%
capacity.

CanadianOxy owns and operates two
chemical barges to deliver chlorine and
caustic soda to its coastal customers.
During 1984, the Hyak King rail car
barge was expanded at a cost of $750,000
which will resultin improved transpor-
tation efficiencies and customer service.

CanadianOxy owns and operates a bulk
chemical terminal at Watson Island,
B.C., adjacent to the Westar Timber pulp
mill. During 1984, a new chlorine pipe-
line was built at a cost of $1 million.
This line will provide improved serv-
ice to the customer and significantly

reduce the risk of an accidental chlo-
rine release.

In February, 1984, the District Council
of North Vancouver adopted a by-law
which could have restricted any future
expansion or modification of existing
chemicals manufacturing plants. This
by-law was similar to a by-law adopted
by the District Council in 1982 which
was subsequently quashed by the Courts
in 1983. In March, 1984 CanadianOxy
again initiated Court proceedings to
challenge the validity of the new by-law.
The Court quashed the by-law in mid-
1984 and subsequently the municipal-
ity initiated appeal proceedings which
are not expected to be heard until the
fall of 1985.

Since 1972, the North Vancouver plant
has been the regional control centre for
the North America-wide Chlorine Emer-
gency Plan (CHLOREP). Through this
plan, the Company participates with
other chlorine producers to provide pro-
fessional and responsive action in the
event of a chlor-alkali related emergency
anywhere in the area. In addition, the
Company estimates that it will spend
$1.9 million in 1985 and $1.1 million in
1986 towards the furtherance of its pol-
icy to meet or exceed all applicable safety
and environmental standards at its
chemical plants.

Unloading salt at North Vancouver plant.

SPECIALTY CHEMICALS

The Metal Finishing division is com-
prised of two business groups, Parker
and Sel-Rex. Products are manufactured
in Rexdale, Ontario and marketed pri-
marily in Ontario and Quebec.

The Parker group has operated in Can-
ada for 35 years and remains the lead-
ing supplier of conversion coatings,
cleaners and metal drawing lubricants.
It manufactures, under a licence agree-
ment, over 190 products in Canada for
the treating, cleaning, coating and fin-
ishing of steel, aluminum and other met-
als and plastics used in many indus-
trial products, including automotive
bodies and parts, agricultural equip-
ment, nuts and bolts and extruded
aluminum.

The Sel-Rex group is a major Canadian
supplier of gold salts and other pre-
cious metal electro-plating chemicals and
process technology to the electronics,
telecommunications and decorative
jewellery industries.

The Durez Plastics division, located at
Fort Erie, Ontario, is a major Canadian
manufacturer of phenol-formaldehyde
industrial resins and moulding com-
pounds. Durez products are used by
the automotive, tire, communications,
appliance and foundry industries.



CHEMICAL SALES by Product Line

CHEMICALS PRODUCTION

Industrial Chemicals

Metric Units (thousands of tonnes)

CalisHdiSoda: v o0 s o viles
Chlorine. . ........................
Sodium Chlorate ..................
1.5 B 1= 1 0 (o L (AR ————

Imperial Units (thousands of tons)

CausticSoda......................
Chlorine..........................
Sodium Chlotate: o« i voum ss vn wonns
Muariatic AGid . v s vones o8 e vwm

Specialty Chemicals

Durez Plastics

Metric Units (thousands of kilograms)

Moulding Materials. ...............
Industrial and Foundry Resins......

Imperial Units (thousands of pounds)

Moulding Materials. . ..............
Industrial and Foundry Resins. ... ..

Metal Finishing
Metric Units (thousands of kilograms)

Metal Finishing Chemicals .........

Imperial Units (thousands of pounds)

Metal Finishing Chemicals ........

Precious Metal Salts (troy ounces) ... ..

! Industrial Chemicals

1982

Bl Plastics and Resins

\d

1983

vV

Metal Finishing
1984

1984 1983 1982 1981 1980
143.1 149.6 145.1 155.7 182.7
124.3 132.5 128.9 136.6 160.8
22.7 24.2 20.2 21.3 21.4
9.7 11.3 11.6 14.9 22.5
157.7 165.0 159.9 171.7 201.4
137.0 146.1 142.1 150.6 177.3
25.1 26.6 22,2 25.5 23.6
10.7 12.4 12.8 16.4 24.8
4190 4778 1977 2695 2 983
2479 1583 2031 2579 2 392
9,237 10,533 4,358 5,941 6,576
5,465 3,490 4,477 5,686 5,273
4 056 4 041 3 040 3790 3937
8,942 8,909 6,702 8,355 8,679
6,420 6,974 11,314 14,472 17,331
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Financial Review

SALES by Division

MANAGEMENT’S
DISCUSSION
AND ANALYSIS

RESULTS OF OPERATIONS

CONSOLIDATED REVENUES
AND NET INCOME

CanadianOxy achieved record levels of
net sales revenues and net income in
1984. This reflects a full year's operating
results from the acquisition of Canada-
Cities Service, Ltd. (“Canada-Cities”),
and ten months’ results from the acqui-
sition of Cities Offshore Production Co.
(“COPCOQ"). These acquisitions have
increased the assets of CanadianOxy
to more than one billion dollars, which
is a significant milestone in the history
of the Company.

Total revenues in 1984 were $655.4
million, an increase of 99% and 200%
over 1983 and 1982, respectively. Con-
solidated net income was $100.8 mil-
lion which compares very favourably
to earnings of $54.5 million and $29.4
million in 1983 and 1982, respectively.

REVENUES
(millions of dollars)

e Oil & Gas
Alternate Fuels

El Chemicals

B Interest & Other

B Oil and Gas
1980 1981

Bl Chemicals
1982

The aforementioned acquisitions are the
principal reason for the improved finan-
cial results. Other significant variances
affecting our 1984 net sales, expenses
and operating profit are more fully
discussed in relation to our major busi-
ness and geographic segments.

OIL AND GAS
Canada

In 1984, net sales rose by $70.1 million
or 92% to $146.7 million. Operating
profit was $66.7 million which was $34.8
million or 109% higher than the 1983
reported amount of $31.9 million. Oper-
ating profit in 1982 was $16.7 million.
Cost of sales and operating expenses
were $80.0 million in 1984, an increase
of 79% over 1983.

The increase in net sales, costs and oper-
ating profit, reflects the full year effect
of the former Canada-Cities operations
and new production brought on stream
during the year. Higher average sell-
ing prices for conventional crude oil,
natural gas and sulphur also had a posi-
tive effect on sales revenues and oper-
ating profit.

NET INCOME —
Consolidated

(millions of dollars)

120

100

1983

& "N
canaoian OXY
- W

Alternate Fuels

U.S. Gulf Coast

Results of operations in the U.S. Gulf
Coast reflect the inclusion of ten months’
operating results of COPCO. Total net
sales in 1984 were $199.4 million and
operating profit was $80.7 million. Of
these totals, COPCO contributed $147.4
million to sales revenues and $49.7 mil-
lion to the operating profit. In 1983 and
1982, operating profits from the Gulf
Coast were $28.0 million and $16.8
million, respectively.

South America

Net sales increased slightly from $30.2
million in 1983 to $33.8 million in 1984,
primarily due to increased production
and the sale of 1983 inventory in Baolivia.
This was offset to some degree by
slightly lower oil production in Peru
and a lower average selling price in both
Peru and Bolivia. Operating profit in-
creased to $9.2 million from $3.2 mil-
lion in 1983, due to the receipt of insur-
ance proceeds for Peru in 1984 and
exploration expenses in Brazil incurred
in 1983.

OPERATING EXPENSES

(millions of dollars)

mmm Cost of Sales
Emm Exploration Expenses

Depreciation, Depletion & Amortization
B Selling, Administrative &

Other Operating




ALTERNATE FUELS

Net sales from the Syncrude operation
contributed $169.0 million in 1984, which
is an increase of $95.8 million or 131%
over the $73.2 million in 1983.

After deducting cost of sales of $125.1
million and operating expenses of $8.5
million, the division had an operating
profit of $35.4 million compared to $22.5
million in 1983. Included in the above
costs and expenses are $9.0 million relat-
ing to coal, minerals and other oil sands
exploration and research activities.

The increase in sales and operating prof-
its is attributable to a full year’s results
in 1984 compared to only five months
in 1983. A major explosion and fire in
August, 1984, caused the plant to be
completely shut down for approximately
five weeks and only 50% operational
for an additional three months. Prop-
erty damage and business interruption
insurance claims will be filed in 1985.
While the Company’s insurance claims
will be for a substantial portion of the
lost revenues, the actual amount of in-
surance proceeds to be received is de-
pendent upon final settlement of the
claims and therefore no amounts have
been reflected in the 1984 financial
statements.

CHEMICALS

Net sales in 1984 declined by $5.1 mil-
lion or approximately 6% to $86.9 mil-
lion. Net sales were $92.0 million and
$85.0 million in 1983 and 1982, respec-
tively. Sales were adversely affected by

CASH FLOW From Operations
(Before Exploration Expenditures)
(millions of dollars)

@8 Net Income
BB Depreciation, Depletion, Amortization
& Other
Deferred Income Taxes
B Exploration Expense

a 10-week strike and lockout in the B.C.
pulp and paper industry which is the
major customer for industrial chem-
icals. In addition, the recession which
has plagued the markets for both indus-
trial and specialty chemicals for the past
three years continued to adversely affect
the chemicals division. Demand weak-
ened and selling prices were reduced
in order to maintain market share in
the face of strong competition. Produc-
tion volumes, particularly for industrial
chemicals, declined from 1983 levels.
Of the $5.1 million decline in sales
revenues, approximately $3.3 million
or 65% was caused by reduced volumes
and $1.8 million or 35% by lower prices.

Manufacturing costs and operating ex-
penses increased $5.2 million or 8% to
$72.2 million due to inflation, salaries,
wages, benefits, and maintenance and
repairs.

As a result of these factors, divisional
operating profit declined from $25.0 mil-
lion in 1983 to $14.7 million in 1984.

CORPORATE COSTS

Net corporate expenses, which include
general and administrative costs, inter-
est expense, interest income and for-
eign exchange were $33.1 million com-
pared to $22.1 million in 1983 and $14.9
million in 1982. A portion of the increase
represents the greater need for corpo-
rate services required by the increased
size of the Company. Virtually all cor-
porate functions for Canada-Cities and
COPCO had previously been performed
by their former parent company, Cit-

CAPITAL EMPLOYED
(millions of dollars)

W Shareholders’ Equity
EEl Long-term Debt

ies Service Company in Tulsa, Okla-
homa. This included such functions as
finance, treasury, tax, legal, account-
ing and computer services. Conse-
quently, these departments in Cana-
dianOxy have had to expand to meet
the increased need for support services.

Although long-term debt was signifi-
cantly lower at year-end 1984 compared
to year-end 1983, interest and related
finance charges increased $8.1 million
to $21.8 million in 1984 from $13.7 mil-
lion in 1983 as the average debt out-
standing for 1984 was higher. Corpo-
rate borrowings are more fully explained
under the section, Liquidity and Capi-
tal Resources.

INCOME TAXES

Income tax expense increased to $72.8
million from $33.9 million and $24.2
million in 1983 and 1982, respectively.
In 1984, the method of accounting for
investment tax credits was changed
causing the tax provision for 1984 to
increase by $4.6 million. A more detailed
explanation is given in Notes 1 and 2
to the Consolidated Financial State-
ments. The significant increase in the
current portion of the tax provision to
$59.9 million compared to $9.2 million
in 1983 is more fully analyzed in Note
16 to the Consolidated Financial State-
ments. The effective income tax rate is
influenced by the earnings mix between
countries and provinces, as a result of
varying tax rates.

CAPITAL AND EXPLORATION

EXPENDITURES
(millions of dollars)

B Oil & Gas
Alternate Fuels
Hl Chemicals
mmm Corporate
120
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LIQUIDITY AND
CAPITAL RESOURCES

Working capital generated from opera-
tions before exploration expenditures
was $263.9 million, an increase of 92%
over the $137.8 million reported in 1983.
The comparable figure in 1982 was $81.1
million.

At the end of 1983, long-term debt was
$166.4 million. Early in 1984, the Com-
pany completed a $60 million (Cdn.)
Eurodollar Retractable Debenture issue
and borrowed funds to finance the re-
maining 70% of the COPCO acquisition.
The net proceeds of $58.5 million from
the Eurodollar issue were used to retire
long-term debt. Operating cash flow
was used to repay debt as well as fund
the Company’s capital and exploration
expenditures totalling $91.1 million in
1984. By year-end, long-term debt out-
standing consisted of the Eurodollar
debentures and the Peruvian produc-
tion credit agreement aggregating $75.9
million.

Dividend payments increased to $17.3
million from $11.2 million in 1983 as a
result of the 7.5 million common share
issue in August, 1983 and the conver-
sion of debentures into approximately
4.4 million common shares in October,
1983, combined with the increased divid-
end rate per common share which oc-
curred in the second quarter of 1984.
Other uses of funds, including natural
gas underlifts, declined from $11.5 mil-
lion in 1983 to $7.2 million in 1984.

PAYMENTS TO GOVERNMENTS

Working capital at year-end was $17.6
million.

Non-cash working capital decreased by
$47.2 million primarily due to an in-
crease in current income taxes payable.
At year-end, net cash and certificates
of deposit were $30.8 million compared
to $17.8 million and $1.6 million in 1983
and 1982, respectively. During the year,
the $400 million secured revolving credit
facility was replaced with a $200 mil-
lion unsecured facility. The Company
also has an unsecured credit facility of
5150 million in U.S. dollars. These long-
term credit facilities were unused at
year-end. In addition, CanadianOxy has
unsecured operating lines of credit total-
ling $82 million.

Capital expenditures are expected to
increase significantly to over $200 mil-
lion in 1985, compared to $91.1 million
in 1984, $44.4 million in 1983 and 561.6
million in 1982.

The Oil and Gas division’s share of this
budget is well in excess of $100 million
and is to be directed principally to oil
exploration in western Canada, contin-
ued exploration and development on
the United States Gulf Coast properties,
major engineering projects such as the
Mazeppa sour gas plant and the Morgan
and Manatokan enhanced oil recovery
projects, and continued development
of existing producing lands.

The Alternate Fuels division is projected
to spend in excess of $50 million in 1985,
being primarily CanadianOxy’s 13.23%
share of Syncrude’s 5-year, $1.6 billion

capital expenditure program. The
amount and timing of these expendi-
tures are at the discretion of the Svn-
crude participants.

The Chemicals division and general cor-
porate requirements will account for the
spending of approximately $10 million
on various capital improvements.

The Company can fund these planned
capital expenditures and meet all finan-
cial obligations from anticipated inter-
nal cash flows. CanadianOxy’s substan-
tial unused lines of credit will enable it
to take advantage of any other attrac-
tive investment opportunities.

INFLATION

The recession, which affected 1982 and
1983, continued to affect 1984. On a
consolidated basis, the costs of many
of the services and materials required
in the oil and gas industry increased
by slightly more than 5% as a result of
the higher value of the United States
dollar and the general Canadian infla-
tion rate of 4%.

World prices for oil and gas have weak-
ened and CanadianOxy has experienced
price declines in some of its markets.
However, there has been no change in
the price received for the synthetic oil
produced by Syncrude, which is sold
at ‘world" price.

The Company reports the Effects of
Changing Prices (Unaudited) in the Sup-
plementary Financial Information on
Pages 36 and 37.

The following table highlights payments made to federal, provincial and municipal governments and charged against income.
The table excludes deferred income taxes, land bonuses and sales and excise taxes on materials purchased by the Company.

ClrtenEINComE TaXES. ... «u wommmms s siboseiis 55 55 Vo ies 20 00 s aie 0% 00 52000 00 08 Dt &
Royalties and Revenue Taxes ....... ..o i
Property, Mineral and Other Taxes:; . i st o pevar i v s wi o 1 vl 5 o ST
Lease Rentals . .. ...
Payroll Taxesi: son ok o005 a5 0 Dnes 16 0 D080 05 S5 7 5 5 B9iass 15 St i 15 b s

TORAL e s s i g g w5, SRt Yo e EraER W NRATORIEIE e SRR G RO, e S

1984 1983 1982
(Amounts in thousands)

$ 59,943 9,207 21,465
111,717 44,053 17,420
28,646 9,771 6,909
2,983 2,150 1,423
4,635 1,067 813
$207,924 66,248 48,030




Management’s Responsibility for Financial Statements

Management is responsible for the integrity of the financial data reported by the Company and its subsidiaries. Fulfilling this
responsibility requires the preparation and presentation of financial statements and other data in accordance with generally
accepted accounting principles in Canada which are consistently applied, with any exceptions specifically described in the notes
to the consolidated financial statements. Management uses internal accounting controls, offers guidance through corporate-
wide policies and procedures and exercises its best judgment in order that such statements reflect fairly the consolidated
financial position, results of operations and changes in financial position of the Company.

In order to gather and control financial data, the Company has established accounting and reporting systems supported by
internal controls and an internal audit program. In establishing systems of internal control, mangement weighs the cost of such
systems against the benefits that it believes can be derived. Management believes that the existing internal controls provide
reasonable assurance that assets are safeguarded against loss from unauthorized use or disposition and that the financial records
are reliable for preparing financial statements and other data, and maintaining accountability for assets.

Arthur Andersen & Co., Chartered Accountants, have been engaged to examine the Company’s consolidated balance sheet as
of December 31, 1984 and 1983, and the related consolidated statements of income and retained earnings and changes in
financial position for the years ended December 31, 1984, 1983 and 1982. Their report, which is included herein, is based on
procedures considered by them to be sufficient to provide reasonable assurance that the consolidated financial statements are
not materially misleading and do not contain material errors.

The Audit Committee of the Board of Directors is responsible for reviewing and monitoring the Company’s financial reports and
accounting practices to ascertain that they are within acceptable limits of sound practice in such matters. The majority of the
members of the committee are outside directors. At regular meetings, the Audit Committee discusses audit and financial
reporting matters with representatives of financial management, the internal auditors and Arthur Andersen & Co.

On behalf of Management,

/@a_etéo_@, :

J. Angus McKee David Bertram
President and Chief Senior Vice President
Executive Officer Finance and Administration

and Chief Financial Officer
February 11, 1985

Auditors” Report

To the Shareholders of
Canadian Occidental Petroleum Ltd.:

We have examined the consolidated balance sheet of Canadian Occidental Petroleum Ltd. (a Canada Corporation) and
Subsidiary Companies as of December 31, 1984 and 1983, and the related consolidated statements of income and retained
earnings and changes in financial position for the three years ended December 31, 1984. Our examinations were 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, the accompanying consolidated financial statements present fairly the financial position of Canadian
Occidental Petroleum Ltd. and Subsidiary Companies as of December 31, 1984 and 1983, and the results of their operations and
the changes in their financial position for the three years ended December 31, 1984, in accordance with generally accepted
accounting principles, which, except for the changes (with which we concur) in the methods of accounting for investment tax
credits and foreign currency translation as explained in Note 2 to the consolidated financial statements, have been applied on a
consistent basis.

Calgary, Alberta Arthur Andersen & Co.,
February 11, 1985 Chartered Accountants
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CANADIAN OCCIDENTAL PETROLEUM LTD. AND SUBSIDIARY COMPANIES
Consolidated Statement of Income and Retained Earnings

FOR THE THREE YEARS ENDED DECEMBER 31, 1984

1984 1983 1982

(Amounts in thousands)

Revenues (Notes 12, 13 and 15)

Mot salanill e ot (B CENER SRS eE R S ek W $635,660 323,512 211,468
Inferestandiothers =1 v iis S Sis hses ot sud S T 19,743 5,020 6,740
655,403 328,532 218,208

Costs and Expenses (Notes 12, 14 and 15)

Eoskol sales s VIRl Lo e s R e L Rl R e 273,280 144,677 91,131
Selling, administrative and other operating ............... 45,849 26,553 12,822
[EETecAGON FN =8 IR (o8 DT Tt e 12,773 9,923 5,780
Depletion and amortization .. ..... ..l il 111,554 38,897 26,165
Hxplorationt Wi sabies w0800 =ean v pdte Bl B8 L 16,830 7,314 15,708
TnterestiNoterf) 5, 7 200 Ll e a0l cant i i 21,792 13,717 14,642
Tessiintercst capitalizedst el i 00 st LN DR (237) (999) (1,639)
481,841 240,082 164,609

Income: Before Income Taxes .| =00 s LI D L 173,562 88,450 53,599

Income Taxes (Note 16)

(i Tna ) e, R ol el e s MG Bes S e s ens 59,943 9,207 21,465
Feferrede s i s BT SR St el e 12,832 24,722 2,782
72,775 33,929 24,247

Netilncome el ® B8 lar s e b e S g 100,787 54,521 29,357
Retained Earnings — Beginning of year...................... 158,077 114,784 94,862
258,864 169,305 124,214

Bividendss— preferred || S L8 1L BUAE Lot oo ia T T (1,775) (1,856) (1,968)

B oMo, e e e LS LR e ) (15,539) (9,372) (7,462)

Retained Earnings —End of year ........................... $241,550 158,077 114,784
Basic Earnings Per Common Share (Note 17) ................. $L29 2.08 1.32
Fully Diluted Earnings Per Common Share (Note 17) ......... $ 294 1.90 121

See accompanying Notes to consolidated financial statements



CANADIAN OCCIDENTAL PETROLEUM LTD. AND SUBSIDIARY COMPANIES

Consolidated Balance Sheet

DECEMBER 31, 1984 and 1983

Assets

Current Assets

Gash=: pas i d e SIS0ty e s e SRl
Accounts receivablei{iNote )= ' - = Lias g lsgoes B TR S
Inventoriessand supphes (Note 5) i-o. 0 = RS MG 8 L Ll
Frepaidiexpenststnib s gk S sug et fe il = BB eRn o .

TFotal'cufrentassets e Lo nlEaglns L CRE R e s
Investments (NoteB)ssdie - .02, Sleis il estof s = MPeliz g )
Natural Gas Undexiifis-- 0= o0 hieng oy Do lah eleg o, =00l ies )
Property, Plant and Equipment (Note 7) .....................00oiuee.
OthieriAssels,, .- T 2SS il s o0 = bl e s RS R e e sl

Liabilities and Shareholders” Equity

Current Liabilities

Short-termleans® . e ot NS S gna . SRS eI S L
Accounts payable and acerued hiabilities .5 .0is Lou. LT do L
Incomié: taxestpayabless =" T8 g il LD i i B Ve T
PlividendsipayabletliSsae s Lol Sl e il s il Sl e
Current portion of long-term debt (Note 8) .......................

Totaléurrent habilifies® == % & i = e R e
Tong-Term Pebt{Note 8} 5ol m s b g et — gl oo

Deferred Liabilities and Credits

Incometaxes ;i —Slmeg b es el S De i il oo TR e e e
Natural easrovedifisg.te e ®lk o ile . Do el oo L
Beferrad tevernue = iMis i IR e pegdl S Ml Ee il e 0 T
Eismantementicostsa 8 oo vt ow 10 sallioo pel = e Mg e D
Investmentitaxieredils: -1 Vi il PO sEmiETn SEd L

Shareholders” Equity

Capital iNotefO)g -2 08 Pt e e e
Contributed -surplis (Noted Q)= .| - L% eamia: SU8 B Rlds e o
Retainedieaenines Sug e tor 00 800 e s Ll IS s LU T
Foreign currency; translation adjustment ', . o oL o cl L,

Total'shareholdersfiequity WLown (0o C SRS elG Ll L

Commitments and Contingencies (Note 11)

APPROVED ON BEHALF OF THE BOARD:

=
’av%\ lCCLe , Director
s (g e ——

1984

1983

(Amounts in thousands)

$ [ 31,225
129,386
37,712
4,116

202,439

7,152
23,646
854,421
2,332
$1,089,990

£ 423
118,310
50,464
4,597
11,030

184,824
75,852

133,947
20,110
46,836
44,711

9,123
1,981

517,384

289,640
20,448
241,550
20,968

572,606

$1,089,990

See accompanying Notes to consolidated financial statements

, Director

18,972
87,239
39,061
1,331
146,603
51,674
17,440
705,073
999

921,789

1,150
89,202

3,454
929

94,735
166,434

131,439
5,694
38,417
5,105

974
442,798

290,043
21,018
158,077
9,853

478,991

921,789
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CANADIAN OCCIDENTAL PETROLEUM LTD. AND SUBSIDIARY COMPANIES
Consolidated Statement of Changes in Financial Position

FOR THE THREE YEARS ENDED DECEMBER 31, 1984

(Amounts in thousands)

1984
Source of Funds:
Iz T v o ey Al S == MR B e o W e N $100,787
Amounts not requiring an outlay of working capital —
Depreciation, depletion and amortization................. 124,327
Prowvision foridismantlement o .00 o F il R L o 12,751
Deferredancome axest i rhet e e e S i 12,832
Ol Wi dh-Tedh vl i e L e U bt et 0t Wil S M 2oL 0 (3,611)
Rromuoperations ol -8l Euls e e el f Ca T AL s et LU 247,086
Add current year exploration expenditures ................. 16,830
From operations before exploration expenditures ........... 263,916
Proceeds from —
Long-term debt, net of financing costs ................... 355,009
Naiiral Sasioverlifts Tl R & o E B e i S 13,824
Beferfedirevenue ¥ e s e el e 8o R 6,940
Sale of property, plant and equipment ................... 2,007
Commen share 1ssue, netiof costs o ot i T —
Eathe g e Sl e LA S S R T T (R R 8,504
200200
Use of Funds:
Acquisitions net of working capital (Note 3) ................ 115,876
Reduchion milong-termidebrvl it wainh s S L0l LU el 452,926
Capital and exploration expenditures ...................... 91,110
PiSidends NS =8 Sre i TR e Rl St s 17,314
Natntalises tndedlife s w8 LR tallE SEL D S 5,009
Birchaselofipraferred sharvest Ui W8 gl ont o wal e 1,385
Purchase'of commonishares . 5.0l i oL el 831
EtHerR RIS GIRR e B ol SR e S 2
684,453
Increase (Decrease) in Working Capital .. .................... (34,253)
Less Changes in Non-Cash Working Capital
Acconnts Tousivable =T R ISR e e e R sl 42,147
Inventones and suppliest' it dle e ol S0l a0 m Sl (1,349)
Prepald  expensestiiii b R =suliis ot e L oot ol e b 2,785
Accounts payable and accrued liabilities.................... (29,108)
Ieeine faxesipayablents S.05 s d i (8 S LiE S i s x (50,464)
Bividends payable (M- LRy et Lt S (1,143)
Current portion of long-termdebt . ........... ... .o . o0, (10,101)
(47,233)
Increase (Decrease) in Cash Less Short-Term Loans........... 12,980
Cash Less Short-Term Loans — Beginning of year ............ 17,822
Cash Less Short-Term Loans — End of year . ................. $ 30,802
Working Capital —Endofyear............................. $ 17,615

See accompanying Notes to consolidated financial statements

1983

54,521

48,820
742
24,722
1,671

130,476
7,303

137,779

366,048

707,113

390,111

1982

29,352

31,945
1,053
2,782
5,451

70,583
10,528

81,111
2,404
1,748

23,497
242

1,910
0972

122,771
(11,799)

(724)
(2,556)
2,222
(358)
(8,692)
31

(143)
(10,220)

(1,579)
3,175

1,596

21,724




CANADIAN OCCIDENTAL PETROLEUM LTD. AND SUBSIDIARY COMPANIES
Notes to Consolidated Financial Statements

312

(Tabular amounts in thousands of dollars, except for share and per share amounts)

ACCOUNTING POLICIES

The significant accounting policies are presented as follows to assist in reviewing the consolidated financial statements. The
accounting policies are based on generally accepted accounting principles in Canada. While differences exist between
generally accepted accounting principles used in these financial statements as compared to generally accepted accounting
principles in the United States, the current year and cumulative effect of these differences is, in the opinion of management,
immaterial.

In the Consolidated Balance Sheet, redeemable preferred shares have been included as part of “Shareholders’ Equity™.
Securities and Exchange Commission regulations in the United States require that redeemable preferred shares in the
amount of $16,875,000 as at December 31, 1984 and $18,260,000 as at December 31, 1983, be disclosed as a separate item
apart from Common Shareholders” Equity.

Principles of Consolidation

The consolidated financial statements include the accounts of Canadian Occidental Petroleum Ltd. and its subsidiary
companies (CanadianOxy) which are all wholly-owned. Investments in companies owned less than 50% in which CanadianOxy
has significant influence are accounted for using the equity method. All intercompany accounts and transactions have been
eliminated on consolidation.

Foreign Currency Translation

Foreign operations have the United States dollar as their primary currency. Assets and liabilities are translated into
Canadian dollars using exchange rates at the balance sheet dates. Revenue and expense items are translated using the
average rates of exchange throughout the year. Gains and losses resulting from the translation process are shown as a
separate component of shareholders’ equity.

Transactions and balances denominated in a currency other than the primary currency are translated into the primary
currency by applying exchange rates in effect at the transaction date. At each balance sheet date the recorded amounts of
monetary assets and liabilities are adjusted using the exchange rate at that date. Any resulting exchange gains and losses are
included in earnings in the current period except for unrealized exchange gains and losses on long-term monetary items
which are deferred and amortized over the remaining life of the asset or liability.

Inventories and Supplies
Inventories and supplies are stated at the lower of cost or market. Cost is determined on a FIFO (first-in, first-out) or average
cost basis.

Investments

CanadianOxy’s investment in Petrogas Processing Ltd. (33.1%) is accounted for by the equity method, whereby the
investment is carried at cost plus the related equity in undistributed earnings.

Property, Plant and Equipment

(a) Qil and gas exploration and development activities
The successful efforts method of accounting for oil and gas exploration and development activities is followed. Lease
acquisition costs and the costs of drilling and equipping development wells and successful exploratory wells are
capitalized. Geological, geophysical and lease carrying costs are expensed as incurred. The cost of exploratory dry holes
are expensed at the time of abandonment.
The costs of producing acreage, successful exploratory wells and all development wells together with related equip-
ment are depleted and depreciated on the unit-of-production method using proved developed reserves. The cost of
non-producing acreage is amortized considering past experience and other relevant factors which might impair the
cost,

(b) Alternate fuels
The cost of the Syncrude leases, plant and extraction facilities other than mobile equipment are depleted and depreci-
ated on the unit-of-production method using estimated recoverable reserves during the licence period. Other property
and equipment is depreciated on the straight-line method over its estimated useful life. Maintenance and repairs,
overburden removal and ongoing reclamation costs are expensed as incurred. Future reclamation costs are accrued on
the unit-of-production method.

(c) Chemical plants and other equipment

Initial costs, renewals and betterments which extend the economic useful life of the assets are capitalized and depreci-
ated on the straight-line method over their estimated useful lives. Maintenance and repairs are expensed as costs are
incurred.
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Natural Gas Underlifts and Overlifts

Natural gas underlifts and overlifts relate to the U.S. Gulf Coast properties. Underlifts represent CanadianOxy’s working
interest share of natural gas produced and sold by other joint venture partners in excess of their working interest share of
total production. Overlifts represent natural gas sold by CanadianOxy belonging to other joint venture partners. These
amounts will be settled in future periods by receiving or making payment in cash or in kind. Revenue is recorded based on
CanadianOxy’s working interest share of natural gas produced.

Joint Ventures

Substantially all exploration and production activities related to oil and gas and alternate fuels are conducted jointly with
others and accordingly, the accounts reflect only CanadianOxy’s proportionate interest in such activities.

Capitalized Interest

Interest is capitalized on all qualifying assets until put into service using either the interest rate on borrowings specifically
associated with the asset or, if no such specific borrowings exist, the weighted average interest rate on all borrowings.
Income Taxes

The tax allocation method of accounting is used with respect to all differences between the time when costs and revenues
are recognized for tax purposes and when they are recorded in the Consolidated Statement of Income.

No income tax provision is made in the accounts for the undistributed earnings of foreign incorporated subsidiaries as such
investments are expected to continue and there is no present intention to repatriate the earnings. At December 31, 1984
undistributed earnings of these subsidiaries amounted to $51,244,000.

Investment Tax Credits

Investment tax credits are recorded as deferred credits in the year the qualifying expenditures are made and are amortized
in a manner consistent with the depletion, depreciation and amortization of the related asset.

Deferred Revenue

Payments received under natural gas “take or pay” contracts are deferred. The amounts will be recorded in earnings when
the gas is delivered.

Deferred Dismantlement Costs
Provision is made for future costs of dismantling production platforms in the U.S. Gulf Coast using the unit-of-production
method. The costs are based on engineering estimates.

CHANGES IN ACCOUNTING POLICY

In the fourth quarter of 1984 CanadianOxy adopted prospectively the method of accounting for investment tax credits
described in Note 1 effective Janaury 1, 1984. Similarly, in 1983 CanadianOxy adopted prospectively the method of foreign
currency translation described in Note 1 effective January 1, 1983. These changes in accounting policy are in response to
recommendations of the Canadian Institute of Chartered Accountants.

The effect of the change in the method of accounting for investment tax credits is to decrease earnings in 1984 by $4,600,000
($0.14 per share). The effect of the 1983 change in the method of accounting for foreign currency translation was to decrease
earnings in 1983 by $650,000 ($0.03 per share).

ACQUISITIONS

(a) CanadianOxy Offshore Production Co. (COPCO)
On December 21, 1983 CanadianOxy acquired, from a subsidiary of Occidental Petroleum Corporation, 30% of the
capital stock of Cities Offshore Production Co. for a net cash consideration of U.S. $35,750,000 (Cdn. $44,687,000). On
February 24, 1984 the remaining 70% of the outstanding capital stock of COPCO was acquired for an adjusted net cash
purchase price of U.S5. $93,250,000 (Cdn. $116,115,000). Prior to February 24, 1984, CanadianOxy's 30% share of
COPCO’s net income was accounted for by the equity method and earnings of $4,124,000 have been included as
“Interest and other”. Subsequent to that date, the purchase method of accounting was used and 100% of COPCO's
results of operations have been consolidated. The name of this subsidiary was changed to CanadianOxy Offshore
Production Co. on March 1, 1984.
COPCO has an interest in fifteen leases in seven producing oil and gas fields in the U.S. Gulf Coast.

Details of the acquisition are as follows:

Pitrchaseiof 30% inferest i TO83 . v s =t e e LR i $ 44,687
Putchase o 70% inferestinuTOBAw " wilf vt =8 om Ml d st 5 116,115
Total purchaseipride. . il L St it kil i Lpi bl s T $160,802
The total purchase price is allocated as follows:

Non=currentiasseis peqiined ™ o5 0 =GR HECR e S LR $180,552
MNon=current liabilities assamed 7= 5. h b aiiany Sa RN 15,865

164,687
Working capitaliacquireds. Ll vl s S ST Ll s e AL 239
Equity in earnings to February 24, 1984..................... .. ... (4,124)
EostEofacquisition il -t e lint LR et S S $160,802



(b) Canada-Cities Service, Ltd. (Canada-Cities)

Effective August 1, 1983 CanadianOxy acquired all the outstanding shares of Canada-Cities from Occidental Petroleum
Corporation for a cash price of $353,871,000. The purchase method of accounting was used and the results of operations
have been consolidated since acquisition. Canada-Cities amalgamated with CanadianOxy January 1, 1984.

These financial statements include Canada-Cities results of operations since August 1, 1983.

Details of the acquisition are as follows:

Non-current assets acquired
Non-current liabilities assumed

Working capital acquired
Cost of acquisition

$353,871

The following table presents selected financial information for CanadianOxy, COPCO and Canada-Cities assuming the

three companies had been combined for each of the years ended December 31, 1984 and 1983.

This pro forma information does not purport to represent the results which actually would have been obtained had the
acquisitions occurred at the beginning of the years presented or which may be obtained in the future.

Basgiols ises g Dardmin oo 5 le V8 e e b ORISR sl i) )

Trade: ;... - Suba2 B SiliEs fivar = e SN s SR E U EIS R

INVENTORIES AND SUPPLIES

Inventories in Canada:

Hinished produets e 80t C i DTt i e
Raw materialgs si= Al o0 Sl s e DS & w0 IER

Finished products in:

United Statessall. & dre=iin S sngogide ae Tk igomiE = 8 il
Southi Amerieals co- 7 T oDllniigs o s on e b ST MSEsins )

Supplies in:

Capnadar Filal s Ssa g ogs s LT EE ke iliE il -

INVESTMENTS

Betrogas Processime Bidiitat s - SbINCE g Gl s = e
COPER - igiies Rt b be oo R

Pro Forma
(Unaudited)

1984 1983
$686,105 650,491
$102,926 97,783
$03403 3.78
$ 3:.01 2.94

1984 1983
$115,190 69,661

12,559 11,407

1,637 1,749

—_ 4,422
$129,386 87,239

1984 1983
$ 6,681 3,397

3,499 3,734

6,069 8,636

16,249 15,787

78 —_
51 687
129 687
12,984 13,193
8,304 9,394
46 —

21,334 22,587
$ 37,712 39,061
1984 1983
$ 7,152 6,987

—_ 44,687

$ 7,152 51,674
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7

PROPERTY, PLANT AND EQUIPMENT

1984 1983
Accumulated Accumulated
Depreciation, Depreciation,
Depletion and Depletion and
Cost Amortization Cost Amortization
Oil and gas:
(Successful efforts method)
Car‘xada .................................... $ 277,742 58,645 255,280 45,912
United State_s ............................... 317,644 132,667 114,544 60,626
SputhiAnmierica 8% L s e AT S bl 182,249 44,533 169,492 32,795
777,635 235,845 539,316 139,333
Alermateitiels = RIE L b Sal R Ly F SRR 295,221 26,307 274,718 5148
Sl Rl E A s Sl M URR S s el A RS e 85,384 44,024 80,998 41,134
CorporateM o msil i e LR DIt 3,461 1,104 2,444 823
$1,161,701 307,280 897,476 192,403
Net bogkivalue es T owihe o5 0t 8 IEe gl e S $854,421 705,073
LONG-TERM DEBT
1984 1983
Retractablo debenfures minseeureds(@)l 5 00 o Ll e D L Sl =L R it $60,000 —
Petroletim btoduchoniaredittapreement (b LLas - pilL e S0 it L on Sa s g e 19,815 18,657
Advance payments, interest free
(U.5.$5,350,000 at December 31, 1984 and U.5.$747,000 at December 31, 1983) ....... 7,067 929
Revelvingstermiloans (e)i s Rulh - tiRens foRihe r dldon Joh T e el e — 147,777
86,882 167,363
Principal amount due within one year, included in current lLiabilities .................. 11,030 929
$75,852 166,434
(a) Retractable debentures

(b)

(©

The $60,000,000 retractable debentures were issued under a trust indenture dated February 23, 1984. The interest rate
on the debentures is 12%% per annum until February 28, 1989. Thereafter, CanadianOxy will have the right to set a
new rate of interest for each of the five year periods commencing March 1, 1989 and 1994. The debentures may be
redeemed in whole or in part at the option of CanadianOxy on March 1, 1989 and 1994 and on such dates any holder of
the debentures may require CanadianOxy to redeem their debentures at 100% of the principal amount.

Petroleum production credit agreement

On September 1, 1982 a U.S. $15,000,000 petroleum production credit agreement was entered into with a consortium of
international banks. This loan is repayable only from production revenues from the Talara project in Peru. The loan is
repayable in ten equal semi-annual installments commencing February 28, 1985. Interest rates under this agreement
vary depending on the currency and year in which the funds are outstanding and approximate U.S. bank prime plus
1%%. At December 31, 1984 the average interest rate under this credit agreement was 13.125%.

Revolving term loans

Under existing term loan agreements, CanadianOxy has available one facility for $200,000,000 in Canadian funds or
U.S. funds equivalent and another for $150,000,000 in U.S. funds. These facilities are unsecured and contain certain
restrictive covenants. The interest rates contain certain options depending on the currency and vary, based on the
prime lending rates. At December 31, 1984 the prime rates were in effect. In addition, CanadianOxy has unsecured
operating lines of credit totalling $82,000,000.

Long-term debt repayments are as follows:

skl s e L e e e A SR e e B $11,030
19862 L0 8= wiBon i TS e S Tl R N i B e i T 3,963
FORTrEs Lo R T s e LIt T R e R S R R S ne 3,963
7R S S R s WL | e L S TS e Sl e 3,963
1980 S ana s e e R B e e R SR RS SR 63,963

$86,882

Interest expense on long-term debt amounted to $18,230,000, $12,455,000, and $13,734,000 for 1984, 1983, and 1982,
respectively.
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CAPITAL

(@)

(b)

(©)

(d)

(e)

Authorized capital

Authorized share capital consists of an unlimited number of common shares of no par value and an unlimited number
of Class A preferred shares of no par value issuable in series.

Issued capital

Common Preferred
Number Number
of of
Shares Amount Shares Amount
Pecember 31, NOB1 cacinl s, a8 i LhE i s e 20,718,116 $ 8,938 812,600 $20,315
Exercise/of stoel opHionsiforeash. o0t i DL LS e Lol 44,765 293 - —
Conversion of subordinated debentures . ... ................ 4,065 60 — -
Purchasediforicashysea® (7o =" i w8 =il N Sees 00, Ll — — (50,100) (1,253)
December:@15 I8 Souimii= = — 3% e hliN =t = g 20,766,946 9,291 762,500 19,062
Common share issue, net of costs of $5,857,000............. 7,500,000 189,143 — —
Exercise:of stockioptions foreasha . %t gl visi Do s Ll 123,079 1,380 — —
Conversion of subordinated debentures . ................... 4,956,464 73,100 — —
Unamortized deferred financing costs, net of income taxes. . . — (1,131) — —
Prrchasedifor coshrat S ata i AR b e e bie = L — - (32,100) (802)
BPecember 3111983 sl fa gl SR 33,346,489 271,783 730,400 18,260
Exercise of stock options forcash ......................... 93,055 1,211 — —
Conversion of subordinated debentures . .................. 2,166 32 — —
Purchased for-eash Fon1S, oA 0T iaas Bl e - o0 (31,900) (261) (55,400) (1,385)
Decembbn 31551984 % ld e oo 0 S el BB e a0 33,409,810 $272,765 675,000 $16,875

Class A preferred shares

The 10% Cumulative Redeemable Class A Preferred Shares, First Series, with annual dividends of $2.50 per share
payable quarterly, are redeemable at the option of CanadianOxy during 1985 at a price of $25.50 per share plus all
accrued and unpaid dividends. The redemption price declines annually by $0.25 per share until 1987, at which time the
shares may be redeemed at their issue price. During each calendar quarter, CanadianOxy is obligated to purchase for
cancellation in the open market, if available, 12,500 Class A Preferred Shares at a price not exceeding $25 plus cost of
purchase. Should this obligation not be satisfied in any calendar quarter it will continue through the next seven
calendar quarters but not thereafter. In satisfaction of this obligation CanadianOxy purchased 55,400 shares during
1984, 32,100 shares in 1983 and 50,100 shares in 1982.

Stock options

Options to purchase common shares have been granted to certain officers and key employees. Under the stock option
plan, options granted are contingent upon continued employment and are exercisable on a cumulative basis over a
period of five or ten years from the date of the grant. At December 31, 1984, 24,959 common shares were reserved for
the granting of additional options and options for 142,306 shares were exercisable at prices from $10.125 to $27.75 per
share.

The following summarizes the stock option transactions:

1984 1983 1982

Options outstanding — Beginning of year ........................... ... 360,086 365,655 338,510
Granted Lo k@l T MERGGIs . S IR R S BRI s R 35,000 125,230 77,850
Exercised:iandiyssueds ol s ns o n e el S R e e (93,055) (123,079) (44,765)
Cancelled, Tonee® S Rena S0 b g ATl iesl s aeinl 05 e B (10,634) (7,720) (5,940)
Options outstanding—-End of vear: ..~ 0 - Coail s s 291,397 360,086 365,655
Options outstanding — Price range per share

Ninimapt s SR e =T e ol S Sia e TS el e e he B $ 10.125 5917 5917

Maamumiis - Sollln s R R R LS $ 27.750 27.750 172925
Options exercised — Price range per share

Minionmgad =~ RS R e e R ke $ 5017 0,917 4.917

Maxamum i sed SRR T oa e n L R s N ) i e Sl $ 27.750 17.125 13.625

Purchase of common shares for cancellation

The Board of Directors has authorized the purchase for cancellation of sufficient outstanding common shares to offset
the dilution caused by the exercise of stock options. A notice filed with the Toronto Stock Exchange has placed the
maximum repurchase amount at 342,000 common shares, expiring October 31, 1985. As at December 31, 1984, 31,900
shares had been purchased pursuant to this notice for an aggregate of $831,000.
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10. CONTRIBUTED SURPLUS

11.

1984 1983 1982
Balance—iBepinnineiofivean BatEia L SoUME D o o aoiiE i Sl $21,018 21,005 20,741
Gains on redemption of Class A Preferred Shares, First Series ................... — 13 264
Excess purchase price of common shares over the assigned value of such shares. . . (570) = =
Balance =B oftyear 5010 3 - a0ins o ERLARE Do L S0 a g R LR Sl $20,448 21,018 21,005

COMMITMENTS AND CONTINGENCIES

@)

(b)

(©)

Lease commitments

Various operating, transportation and office facilities are leased under contracts, none of which are capital leases. A
portion of the minimum annual rental payments is recovered by charges to or credits from third parties and is treated as
areduction of the lease expense. The actual rental payments for 1982, 1983, 1984 and estimates for subsequent years are
summarized below (excluding oil and gas and mineral leases):

1982 1983 1984 1985 1986 1987 1988 1989 Remainder

Minimum Rental
Rayment (1 clhe G 818 $3,617 4,284 8,645 9 755 7,435 6,685 6,740 A 34,500

Expenditure commitment resulting from the acquisition of Canada-Cities

Under the terms of the purchase agreement of Canada-Cities, CanadianOxy has agreed to assume certain undertakings
made to the Government of Canada by Occidental Petroleum Corporation pertaining to the future operation of the
business and assets of Canada-Cities, including an undertaking that during the period January 1, 1984 to December 31,
1988 CanadianOxy will make total expenditures of $300,000,000 on or for oil and gas exploration and development in
Canada. During 1984, $79,451,000 was spent towards the satisfaction of this commitment.

Other commitments and contingencies

CanadianOxy and its affiliate Petrogas Processing Ltd., have a number of lawsuits and claims pending by and against
third parties. While the ultimate result of such lawsuits and claims cannot be ascertained at this time, the management
of CanadianOxy is of the opinion that the adverse determination of any of these lawsuits or claims would not have a
material adverse effect upon the financial position of CanadianOxy or the results of its operations.

CanadianOxy as a joint venture participant has filed business interruption and property damage claims relating to
losses suffered as a result of the severe flooding in Peru in 1983. During 1984, $4,080,000 was received as interim
payments in respect of these claims. Due to disputes concerning the amount of the deductible no amounts other than
the interim payments received have been recorded in the accounts.

In addition, CanadianOxy will be filing business interruption insurance claims related to its share of lost production
from the Syncrude operation. During 1984 the Syncrude plant experienced operating problems resulting in a shut-
down of one of the plant’s two coker units in January and both coker units in August. In both instances the 30-day
deductible period of the business interruption policy was exceeded. An interim payment of $1,500,000 relating to the
January occurrence was received in 1984. No other amounts have been recorded as expected proceeds under the
business interruption insurance policy. Property damage costs are covered by insurance held by Syncrude and the
estimated claim has been recorded.

CanadianOxy and other Syncrude participants have entered into long-term purchase agreements to secure pipeline

capacity and electrical power. Management believes the probability of CanadianOxy being required to make payments
under the above agreements without receiving commensurate benefits is remote.

12. RELATED PARTY TRANSACTIONS

The acquisitions of COPCO and Canada-Cities (as described in Note 3), were from Occidental Petroleum Corporation
(Occidental), and were at fair market value. In addition, CanadianOxy receives engineering, technical, administrative and
marketing services of a routine nature, pays royalties and licence fees on production processes, pays a management fee for
the field operation of certain U.S. Gulf Coast properties, and is charged for its share of overhead and other costs associated
with South American joint ventures by Occidental. CanadianOxy also purchases product and equipment from and sells
product to Occidental. All of these transactions are at competitive prices.

13.

The following table outlines charges (to) from Occidental in respective of transactions other than the corporate acquisitions
noted above:

1984 1983 1982
Stz Hoas i B S SR B AR BB T e e ekl DS LIRS b L $(10,278) (27,398) (10,423)
Furchases ef product and equipment&us - uliot L SMHILETLE, - sl oD onl i 9,411 8,615 3,241
Engineering, technical, administrative and marketing services .................. 1,581 925 1,938
Managementieesiod 1ol Rt S RS0 ol e S U 1,230 — -
Rayalfiestandilicendeifoos i aoll B esii o Raallus] eadicauh t sait (e b (32) 374 312
Edats AL EE S B BRGNS T o R L o, SR S S R el 362 374 (125)

FOREIGN EXCHANGE

For 1984, 1983 and 1982 foreign exchange gains amounted to $950,000, $1,447,000 and $3,820,000, respectively and are
included in “Interest and other” in the Consolidated Statement of Income.



14. EMPLOYEE PENSION PLAN
CanadianOxy has a non-contributory pension plan which covers all employees. Effective January 1, 1984, the Board of
Directors approved the addition of post retirement survivors’ benefits to the plan.
The total pension expense for 1984, 1983 and 1982 was $7,220,000, $868,000 and $976,000 respectively, which includes past
service costs. In 1984 the Company paid an additional amount of $5,122,000 resulting in no unfunded liability at December
31, 1984.
The actuarial present value of accumulated plan benefits and the market value of the plan assets as at June 30, 1984, August
1, 1983 and June 30, 1982 were as follows:

1984 1983 1982
Actuarial value of accumulated plan benefits
Vested . bl o0 il Tadd o ol Sn e Rl Sales - Nieen B Rl T S $14,086 9,484 6,737
Norizvested foiz M = syl o Ry = M SSE IR Sle s i = L] s (Wi 2 B 292 270 198
$14,378 9,754 6,935
Assumed rate of return used to calculate actuarial value of plan benefits .......... 7.0% 7.0% 7.0%
Narket value of plafifassets i T o IR il B d e $17,990 16,772 9,255
15. BUSINESS SEGMENT INFORMATION
(a) Information about operations in different industries
Total 0il and Gas Alternate Fuels Chemicals
1984 19537 1 1989" 31984 RINTOSS T 1982 = 1984 b (19538 L1980 e=1984 ] 058 1982
Netsales ....... $ 635,660 323,512 211,468 379,802 158,271 126,493 169,006 73,234 — 86,852 92,007 84,975
Operating profit
(lpss)tite . Sany $ 206,711 110,599 68,548 156,617 63,095 49,795 35,439 22,463 (3,192) 14,655 25,041 21,945
Identifiable
assets) o8 o0 $1,069,049 886,647 385,988 691,629 524,799 317,046 305,875 297,809 8,550 71,545 64,039 60,392

Depreciation,

depletion and

amortization .. $ 123,666 48,408 31,497 100,390 38,790 25,854 20,023 6,970 2,131 3,253 2,648 3,512
Additions to

property, plant

and equipment $ 72,810 36,580 51,076 42,149 15,155 35,438 25,762 14,792 2,678 4,899 6,633 12,960

CanadianOxy’s Oil and Gas operations include the exploration for and development and production of oil, natural gas
and sulphur. The Alternate Fuels division is engaged in the production of synthetic crude oil and the exploration for
and evaluation of mineral and coal deposits. The Chemical operations consist of the manufacture and marketing of
industrial chemicals (principally chlorine, caustic soda, sodium chlorate and muriatic acid), metal finishing chemicals,
plastic resins and moulding materials. There are no significant sales between segments.

(b) Information about operations in different geographic areas

Total Canada United States South America
1984 1983 1982 1984 1983 1982 1984 1983 1982 1984 1983 1982
Net sales ....... $ 635,660 323,512 211,468 402,513 241,758 127,668 199,375 51,570 35,213 33,772 30,184 48,587
Operating
profitiiic - e $ 206,711 110,599 68,548 116,832 79,454 35,470 80,662 27,969 16,820 9,217 3,176 16,258
Identifiable
assefs sooh $1,069,049 886,647 385,988 644,669 602,862 143,432 260,335 127,347 79,196 164,045 156,438 163,360
(¢) Reconciliation to Consolidated Statement of Income and Balance Sheet
1984 1983 1982
Net sales' Sius SHils el il # s c s BN paetpelllese L0 $ 635,660 323,912 211,468
Interestiand othetafeome | 3l -y = ol T RIES = Silees NER LS e 19,743 5,020 6,740
Totalrreverines ekl rm iy 0t s S i oo Toilis = Uile s 1ee, $ 655,403 328,532 218,208
Operating:profit fiomii e v rbr s iRt S ettt e s $ 206,711 110,599 68,548
Add (Deduct):
Interestincomen = ik e s as VS aass I g N Rt e 1,814 775 1,656
Corporatelexpenses s Wil 07 i TSR R TG LI S (13,408) (10,206) (3,602)
Intereskexpense . sipnss o f 0 EE LAt S o e (21,555) (12,718) (13,003)
Tncomentaxes |ilime . Ton g 0P S s Rl g s RO Sl e T (72,775) (33,929) (24,247)
Nebincomer-. - D =t L n i v L T ST R S e $ 100,787 54,521 29,852
Tdentifizable assetss ol =Sy [l dong 0 WUTEIgeeite San = Wik cLTe e s $1,069,049 886,647 385,988
20,941 35,142 5,077

Corporate assets® i o St LR R g Bde R et e
Fafal assets Pl a TR cprl Pon it ar e R T e T e $1,089,990 921,789 391,065
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16. INCOME TAXES

The Canadian and foreign components of income and taxes thereon are as follows:

1984 1983 1982
Income before income taxes
Cana-dian .............................................................. $ 96,485 54,434 15,257
HereloTiisa L e LS st R S RS e e T it ks 77,077 34,016 38,342

173,562 88,450 53,599

Income Taxes

Current
(Chivebn g e AT s L PSS Rewi i ool e St Bl o T i 19,426 ST 2,307
il s e E b e el s R s B e S 40,517 8,830 19,158
59,943 9,207 21,465
Deferred
(T e B o ae s W B L s e (S ST W e s Es I S R 13,438 21750 3,400
Hesrsiporil s tha s Pl sed Bl e T e Pl s DR S R ol S S = TR (606) 2,972 (618)
12,832 24,722 2,782
Total
(T T T S A0 LS s TRt S S etk TSI Bt ORGSR T e et 32,864 22,127 5,707
Horsipnatiine SLget R P sll el il oo Lo ekl e e 39,911 11,802 18,540
72,775 33,929 24,247
Ned il Torie: e o Rl LS e e B s e R R $100,787 54,521 29,352

The following table reconciles the difference between the income tax expense recorded and the expected tax expense
obtained by applying the expected tax rate to income before income taxes.

1984 1983 1982
% of % of % of
Pre-Tax Pre-Tax Pre-Tax
Amount Income Amount Income Amount Income
BXpecteditoc expense S Ui - Lt o s B $85,045 49.0 43,341 49.0 26,264 49.0
Effect on taxes from:
Royalties, rentals and similar
payments to provincial
poFemmentsEla fo Rl EIcE o s ol 23,040 13.3 12,164 13.8 5,039 9.4
Petroleum and gas revenue tax ......... 11,821 6.8 6,442 7.3 1,899 3:5
Depletion allowance on oil and
asHEORe R L BT ] RS L TEL L (13,710) (7.9) (6,697) (7.6) (394) (0.7)
Resource allowance and provincial
tavirebatesss i ® IR RILET oy (32,384) (18.7) (16,869) (19.1) (7.127) (13.3)
Higher (lower) tax rate on foreign
Sperationst Ao e St 2,136 1.2 (1,818) (2.0) 5,305 9.9
Reduced rate of tax on
manufacturing and processing
ircopie i BT b s 47) — (324) (0.4) (493) (0.9)
Oifiorid=n St el glin o e i (3,126) (1.8) (2,310) (2.6) (6,246) (11.7)
Income tax expense recorded ............. $72,775 41.9 33,929 38.4 24,247 45.2

Income tax expense is computed on the basis of revenues and expenses recorded in the Consolidated Statement of Income.
Deferred income tax balances arise primarily from differences in the treatment for financial statement purposes compared to
statutory treatment for tax purposes. The amount of deferred income tax expense related to these various timing differences
is as follows:

1984 1983 1982
Exploration and development eXpenses . ...............c..coiiiiiiiiiiiiiiiis $(3,070) 354 (3,262)
Depreciable property, plant and equipment ........... ... 30,711 18,780 1,960
Natural gas underlifts (overlifts) ........ ...t (4,485) 1,760 2,263
Peterredidismaritlemencosts = JUNREE s e gl B T i e (5,851) (245) (484)
(Dfhers e N TR e T TR RIS e T L SR T S (4,473) 4,073 2,305
$12,832 24,722 2,782




17. EARNINGS PER COMMON SHARE

Basic earnings per common share are based on the weighted average number of shares outstanding of 33,406,987, 25,358,889
and 20,733,733 in 1984, 1983 and 1982, respectively, and after deducting dividends on the preferred shares which were
$1,775,000, $1,856,000 and $1,968,000 in 1984, 1983 and 1982, respectively.

Fully diluted earnings per share are determined on the assumption that all outstanding convertible debentures and stock
options had been converted or exercised at the beginning of the year.

18. COMPARATIVE FIGURES

Certain amounts for prior years on the Consolidated Balance Sheet, Consolidated Statement of Income, Consolidated
Statement of Changes in Financial Position and certain Notes to the Consolidated Financial Statements have been reclassified

to conform with the current year’s presentation.

QUARTERLY FINANCIAL DATA (UNAUDITED)

Summarized quarterly financial data for 1984 and 1983 is as follows:

(Thousands of dollars, except for per share data)

QUARTER ENDED

March 31 June 30 September 30 December 31
1984 1983 1984 1983 1984 1983 19840 19831
Nefgsales 1ipcr s TINEE IERESTg o $119,804 49,468 179,927 49,646 159,023 98,218 176,906 126,180
Operating profit:®
@Ml and gasis. o Lalaiot nh S mn i $.40,620 40 13 5104 L. 07017 10,934 38110 714,337 50,864 /.25 005
Alternate. fuels = e L T8 EE, T BRn g - (5,125) (748) 27,483 (496) " 1,428 . 13,151 .. 711,653 | = 10,556
Fhemicals' 7= 5 o= S eSS uiL = (183) 5,979 4,676 6,090 6,037 7,009 4,125 5,963
35318 +iL18; 7509 459,176, 157828+ 45/575 ' 34,4097 66,642 (41 524
Less:
Corporate expense and interest........ 9,175 3,403 8,425 3,099 8,566 9,345 6,983 6,302
Icome ftaxes: ¢~ et L PR SEae Wi 0 11,889 5547 | 24,721 3,368 10,893 8,849 125,272 ' 16165
Netimcome The=y i e St i o0 $ 14,254 9,800 26,030 9861~ 26,416 ¥16,305" = 34,387+ 1E 057
Earnings per common share:
Basichr kol S S enic BT S $ 041 0.45 0.77 0.42 0.77 0.63 1.01 0.58
Hifllyidiluted-zigd. & = 2o B R | $ N/AW 0.40 0.76 0.37 0.77 0.56 1.00 0.57

(1) In the fourth quarter of 1984 CanadianOxy adopted prospectively the method of accounting for investment tax credits described in Nofes 1

and 2 to the Consolidated Financial Statements.

(2) In the fourth quarter of 1983 CanadianOxy adopted prospectively the method of translation for its foreign investments described in Notes 1

and 2 to the Consolidated Financial Statements.

(3) Amounts reported as divisional operating profits and corporate expense and interest have been restated due to including corporate overhead

allocations as corporate rather than divisional expenses.
{4) Calculation not applicable as results are anti-dilutive.
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Supplementary Financial Information
Effects of Changing Prices (Unaudited)

There is general recognition that historical cost financial statements do not measure the ability of a company to maintain its
financial and operating capabilities as no adjustment is made for the impact of changing prices. In general terms, in times of
inflation the replacement cost of fixed assets and inventories increase without a corresponding increase in the depreciation and
cost of sales amounts charged to income in the historical cost statements. By adjusting depreciation and cost of sales using the
replacement cost of fixed assets and inventories, historical net income is reduced by an amount representing the cost of
maintaining existing operating capacity.

A problem exists in the application of this theory to the oil and gas industry in that there is no reliable method for arriving at the
replacement cost of non-renewable resources. Notwithstanding this limitation, it is the opinion of the Canadian Institute of
Chartered Accountants that there may be some value in preparing supplementary information on changing prices using
appropriate indices. The resultant estimates are not intended to be an approximation of the replacement cost of current reserves
but are an indication of what it might cost if past activities were repeated at today’s prices. It should be noted that a significant
number of assumptions and estimates are made in the preparation of changing prices information. Different and equally valid
assumptions and estimates would culminate in significantly different results.

While CanadianOxy supports improvements in accounting principles and disclosure of information to investors and the
financial community, we are of the opinion that, until a method of determining reliable replacement costs for resource based
assets is developed, changing price disclosures in relation to the oil industry have limited use.

CONSOLIDATED STATEMENT OF OPERATIONS ADJUSTED FOR CHANGING PRICES
FOR THE TWO YEARS ENDED DECEMBER 31, 1984

As Adjusted For

As Reported In The Changes in Specific
Primary Financial Prices Expressed in
Statements Average 1984 Dollars
(in thousands of dollars)
1984 1983 1984 1983
Neotisalesfendtother Tevenues. L= Ll L m e el 6 =l T o $655,403 328,532 654,984 342,987
(EhstatiEalest Vi Es i tealiee = e e ol LR iRt g E s e B8 L ] e s ol 273,280 144,677 277,078 153,841
Depreciation, depletion and amortization.......................... 124,327 48,820 160,947 73,564
Selling, administration, other operating and exploration expenses . .. 62,679 33,867 62,679 35,357
AriEreshMITRR = e R e T L L B LY 21,555 12,718 21,555 13,278
481,841 240,082 522,259 276,040
Ificome before micome taxes e = L afle el = Cinis o mll 173,562 88,450 132,725 66,947
Broyision o meome faxes m e bl s Lz, B BT o s R s gslic, s w1l 72,775 33,929 72,775 35,422
Netcomesmee e sl i Ailines X1 =0 e Slie TR ol e SRS e L $100,787 54,521 59,950 31,525
Other information:
INventoryis: MEL AL ol femi Lot DRl Al s e $ 37,712 39,061 39,750 42,178
Property, plant and equipment (net) ............... A e $854,421 705,073 1,094,499 949,492
Increase in specific prices of inventories and property,
plant andiequipment Gt s BTSSRI Ll S L $ 58,507 47,233
Less effect of increase in general inflation . ........... ... ......... 35,595 87337
Increase in specific prices net of inflation (Note 1) .................. $= 222912 9,896
Financing adjustment (Note 2):
Based on the amount of changes during the reporting period in the
specific prices of inventory and property, plant and equipment. . .. $ 09199 9,935
Based on the price adjustments made to income during
the reportiig period BV . Soridh LRs s il nmt D hine Lo $ 6,630 5,341




FIVE-YEAR COMPARISON OF SELECTED FINANCIAL DATA
ADJUSTED FOR EFFECTS OF CHANGING PRICES
(in thousands of average 1984 dollars except for per share amounts)

1984 1983 1982 1981 1980
Net salesand’ other tevennel J8 5.0 0, 0 fre S8 ag he PRl $654,984 342,987 241,120 246,793 261,757
Historical financial information adjusted for changes in
specific prices:
Net théome: .. Lo — Rt S0l -y NiFnec- RS S0 F g $ 59,950 31,525 7,468 6,714 14,589
Basic earnings per common share (Note 3) ................. $ 174 197 0.25 0.20 0.52
Shareholders’ equity, less preferred shares ................. $797,847 697,215 385,800 386,436 395,785
Increase (decrease) in the specific prices net of inflation
(Note 1) iuloer 08 simel it Brigire - ST & - s gl 4T T $ 22,912 9,896 (30,752) 39,286 65,810
Other information:
Purchasing power gain from holding net monetary
liabilities| (Noterd)e... 0 w8 Lo i s oer. "l o B $ 5,017 7,288 13,587 18,186 15,053
Gash dividends per eommon share . vt ot 008 0l S0k $ 0.47 0.38 0.40 0.44 0.37
Market price per common share at year-end ................ $ 26.13 30.13 17.39 13.06 20.46
Average Canadian consumer price index ................... 122.4 117:2 110.8 100.0 88.9

Notes:

(1) Changes in specific prices: The indices used to restate historical cost information are related to the type of assets and inventories acquired as
opposed to a general measure of inflation such as the consumer price index. These indices reflect changes in supply and demand for specific
goods and services and embody the impact of inflation. For 1984 the increase in the specific cost of oil and gas materials and supplies and
chemical plant costs was in excess of general inflation by $22,912,000.

(2) Financing adjustment: The use of debt to finance assets reduces the amount of the increase in specific prices that must be charged to
earnings attributable to common shareholders. The financing adjustment represents the amount of specific price increases which have been
financed by debt based upon CanadianOxy's debt to equity ratio.

(3) Basic earnings per comnion share adjusted for changing prices: This amount is calculated as net income adjusted for changing prices less
preferred share dividends divided by the average number of common shares outstanding during the year.

(4) Purchasing power gain from holding net monetary liabilities: This represents the benefit to CanadianOxy of being in a net monetary
liability position during a period of inflation.

Oil and Gas Producing Activities (Unaudited)

The following supplementary information on oil and gas producing activities is provided to promote an understanding of the
nature of the reserves owned and the extent to which the operating capability, in terms of the availability of reserves, is being
maintained.

It should be noted that CanadianOxy's interest in the Syncrude synthetic crude oil project is not reflected in the following oil and
gas producing activities. CanadianOxy has gross proven oil sands reserves of approximately 30 524 000 m* of synthetic crude oil
and 1 270 000 tonnes of sulphur based on the reserves to be produced over the licence period of the project ending in the year
2013.

The reader should be cautioned that the standardized measure of discounted future net cash flow (Schedule E) does not purport
to be an estimate of future results of operations, or a measure of the fair value of CanadianOxy’s conventional reserves, but is
instead meant to be a standardized measure of reserves to promote comparability between companies. This table was prepared
using the following methodology:

(a) All calculations are based on the assumption of the continuation of existing economic, operating and contractual conditions.
(b) The reserve base used includes only proved reserves excluding probable and possible reserves.
(c) Estimates are made of quantities of proved reserves and the periods during which they are expected to be produced.

(d) Future cash inflows were computed by applying year-end prices to the Company’s share of estimated annual future
production from proved oil and gas reserves, net of royalties.

(e) Future development and production costs were computed by estimating the expenditures to be incurred by developing and
producing the proved oil and gas reserves at the end of the year based on year-end costs.

(f) Future income tax expenses were computed by applying, generally, year-end statutory tax rates (adjusted for permanent
differences, tax credits, allowances and tax bases of the properties carried forward) to the estimated net future pre-tax cash
flows.

(g) The resulting cash flows are reduced by a ten percent discount factor.

Due to differences in the definition and categorization of costs, some of the following amounts may not agree with amounts
under similar headings in the notes to the Consolidated Financial Statements.
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A. PROVED OIL AND GAS RESERVES

United South
Total Worldwide Canada States America®?
Oil Gas Sulphur Oil Gas Sulphur GilviGas 5 1Y (Gas
Proved Developed and Undeveloped
Reserves:

Balance at December 31, 1981.............. 3242 6677 . 1826 652 5184 1826 159410001 \9:451 " &394
Revisions of previous estimates ........ (142) 562 (41) 48 254 (41) 48 254-"%(288) | 54
Improved recovery .............--.... 985 = — — — — — — 985 —
Extensions and discoveries ............ — 310 — - 310 — — — — —
i ek TN R Sl E e SN (350) (536) (83) (64) (282) (83) (16) (254 (270) —

Balance at December 31,1982, . ............ ciralat e b R s P 636 5466 1702 19110994 2908 " 1448
Revisions of previous estimates ........ (83) 147 (33) (20) (50) (33) 32 197 (95) —
Improved recovery ................... 111 — - 111 — - - — - —
Purchases of reserves in place® ... ... 3178 1 6423 96 {113 01970k 5186() 96 159 ¢ 563 Al —
Extensions and discoveries ............ — 169 - — 169 —- — — — —
Broddiion v o e B o h B @78) (676) (97) (207 (394 _ (97) (69 (282) (207) —

Balance at December 31, 1983 ............. 6463 13076 1668 3539 11051 1668 318 1577 2606 448
Revisions of previous estimates ....... 406 509 132 325 165 132 207 344 (126) —
Improved TecoOVery ... ..o sl orsnb: v 47 — — 47 — — — — — —
Purchases of reserves in place® ... .. .. 286 1211 — — — — 286 1211 — @ —
Extensions and discoveries ............ 207 213 — 48 157 — 159 56 — —
Produchon =i~ k=il =il e e (962) (1495) (1070 (485 (6500  (107)  (302) (845) (175) —

Balance at December 31, 1984 ............. 6447 13514 1693 3474 10723 1693 668 2343 2305 448

Proved Developed Reserves:

Pecember315 10820 e o Dol 3719 . 61421 - 1702 636 4874 1702 191 1099 2892 448
Pecember: 3l 198840 2o u il i 6447 12506 1668 3539 10481 « 1668 318 I 577 =2590:= 448
Mecember 31 M98 V105 L 1St ) sl 6433 13476 1693 3474 10723 1693 667, 2315 12292\ 438

Crude oil in 10°m®
Natural Gas in 10°n’
Sulphur in thousands of metric tonnes

Notes:

1. The reserves set forth are CanadianOxy's net reserves, after royalties, and are based on estimates prepared by McDaniel and Associates
Consultants Ltd. in the case of Canada, Ryder Scott Company Petroleum Engineers in the case of the United States, and DeGolyer and

MacNaughton in the case of Peru and Bolivia.

R

Includes reserves in Peru for which CanadianOxy is compensated pursuant to a service contract with the Peruvian government.
1983 purchases of reserves in place consist of the Canada-Cities” properties and CanadianOxy’s 30% interest in COPCO.,
1984 purchases of reserves in place consist of the remaining 70% of COPCO's reserves.



B. CAPITALIZED COSTS RELATING TO OIL AND GAS PRODUCING ACTIVITIES

Total Canada United States South America
1984 1983 1982 1984 1983 1982 1984 1983 1982 1984 1983 1982
Proved oil and gas
properties . . .. .. $723,611 483,124 328,753 224,092 199,436 67,602 317,644 114,544 99,645 181,875 169,144 161,506
Unproved oil and
gas properties .. 54,024 56,192 16,946 53,650 55,844 16,598 — — — 374 348 348
777,635 539,316 345,699 277,742 255,280 84,200 317,644 114,544 99,645 182,249 169,492 161,854
Accumulated
depreciation,
depletion and
amortization. ... 235,845 139,333 94,979 58,645 45,912 34,385 132,667 60,626 38,630 44,533 32,795 21,964
Net properties .... $541,790 399,983 250,720 219,097 209,368 49,815 184,977 53,918 61,015 137,716 136,697 139,890

CanadianOxy’s
share of COPCO’s
net capitalized
cogfsi b $ 38,041

8
=

C. COSTS INCURRED IN OIL AND GAS PROPERTY ACQUISITION, EXPLORATION AND DEVELOPMENT ACTIVITIES

Year ended December 31, 1982:
Property acquisition costs

Lnproved! properties: s pifdls (o o LRI
EXploration'costs. o imolRifs LTI JC R T il
Development costs B LEiRE S8 e 7 el

Year ended December 31, 1983:
Property acquisition costs

Unproved properties: = ouas ol i an Sl
Bxploration eosts & 1825 o sonnsnai i 0L U Sl e
Pevelopmenticosts: i o B 2 Sollh ki B

Acquisition of Canada-Cities’

conventional praperties " S oo RIS L

CanadianOxy’s share of COPCQO'’s net capitalized

eosts-(30%) 1 L Nesin RamEE L S s s sl

Year ended December 31, 1984:
Property acquisition costs

Froved propertiessiat += SRS i, okl
Inproved propertiess ss= T o s
Expleoration costs e ieli-. Tl dei i, = o il
Develppmentcosts, oo t0n i - oo el 10 E,

Acquisition of COPCO’s conventional

propertics (70%) Rt SRR e s T

Total

Worldwide

5 45,628

$ 2,984
9,724
9,750

161,980

184,438

38,041

ol o b
5,309
25,651
26,892

142,511

$201,490

Canada

United
States

3,123

2123

38,041
41,164

South

America

4,911
18,726

23,637

635
813

1,448

1,448

89



D. RESULTS OF OPERATIONS FOR PRODUCING ACTIVITIES

Total Canada United States South America
1984 1983 1982 1984 1983 1982 1984 1983 1982 1984 1983 1982

Revenues:

MNetsales bt a4 $379,802 142,356 121,133 146,655 76,517 42,693 199,375 35,655 29,853 33,772 30,184 48,587
Sales to affiliates . .. — 15,9155 5,860 — — — — 15915 5,360 — - —
Total net sales ....... 379,802 158,271 126,493 146,655 76,517 42,693 199,375 51,570 35,213 33,772 30,184 48,587
Production costs . . ... 97,702 41,079 33,999 28,566 18,823 10,961 52,263 7,638 5,623 16,873 14,618 17,415

Other operating

EXPEHSQS

(Ircomeyifs i it s 8,263 6,759  — 12,435 6,251 — (2,229) 491 —  (1,943) 17 —

Exploration

expenses s ol 16,830 7,314 15,708 15,642 6,717 10,548 1,182 1 — 6 586 5,160

Depreciation,

depletion and

amortization....... 100,390 38,790 25,854 23,274 12,939 3,658 67,497 16,161 12,741 9,619 9,690 9,455
156,617 64,329 50,932 66,738 31,787 17,526 80,662 27,269 16,849 9,217 5,273 16,557

Income tax

expenses it 71,581 25,757 24,456 24,987 14,502 6,432 39,265 8,063 6,740 7,329 3,192 11,284

Results of

operatons L $ 85,036 38,572 26,476 41,751 17,285 11,094 41,397 19,206 10,109 1,888 2,081 5,273

E. STANDARDIZED MEASURE OF DISCOUNTED FUTURE NET CASH FLOWS RELATING TO PROVED OIL AND
GAS RESERVES

Total Canada United States South America
1984 1983 1982 1984 1983 1982 1984 1983 1982 1984 1983 1982

Future cash

mflows....... $2,620,979 2,307,709 1,531,819 1,685,081 1,625,774 715,072 483,888 191,270 189,538 452,010 490,665 627,209
Future production

and develop-

ment costs. ... (985,332) (894,814) (437,602) (639,448) (648,682) (194,559) (183,476) (34,249) (34,788) (162,408) (211,883) (208,255)
Future income

SRRl T (773,088) (744,925) (486,852) (478,588) (523,532) (218,133) (138,190) (72,458) (54,149) (156,310) (148,935) (214,570)

flows:. oo Ll 862,559 667,970 607,365 567,045 453,560 302,380 162,222 84,563 100,601 133,292 129,847 204,384
10% annual

discount for

estimated

timing of

cash flows .... (315,143) (272,213) (258,686) (260,574) (217,014) (164,651) (12,274) (15,820) (20,831) (42,295) (39,379) (73,204)
Standardized

measure of

discounted

future net

cash flows . ... 547,416 395,757 348,679 306,471 236,546 137,729 149,948 68,743 79,770 90,997 90,468 131,180
CanadianOxy’s

share of

COPCO's

standardized

measure of

discounted

future net cash

flowrs i 0 s — 56,213 - — — — — 56,213 — — — -

$ 547,416 451,970 348,679 306,471 236,546 137,729 149,948 124,956 79,770 90,997 90,468 131,180




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

Total Canada United States South America
1984 1983 1982 1984 1983 1982 1984 1983 1982 1984 1983 1982

Beginning of year......... $451,970 348,679 312,231 236,546 137,729 130,679 124,956 79,770 68,903 90,468 131,180 112,649
Sales and transfers of oil

and gas produced, net of

production costs . ....... (262,697) (110,437) (92,495) (102,806) (51,443) (31,733) (145,088) (43,441) (29,590) (14,803) (15,553) (31,172)
Changes in estimated

future development

costs ¥ b (405) (3,785) (67,930) (4,035) 2,476 (5,227) 690 (5,627) (6,741) 2,940  (634) (55,962)
Net changes in prices and
production costs . ....... (13,450) (165,435) (27,523) 15,491 (74,142) 6,521 (58,847) (709) (6,902) 29,906 (90,584) (27,142)

Extensions, discoveries, and

improved recovery, less

related costs. ........... 17,660 5,078 86,476 7,515 1,491 7,845 10,145 3,587 — — — 78,631
Development costs incurred

during the period which

reduced future

development . |.& &% 26,892 7,104 79,526 18,791 3,084 5,024 5,625 #1113, 123 890 d1a- = 2:476 897 65,189
Revisions of previous

quantity estimates ...... 125,201 23,568 30,217 46,303 6,284 12,862 88,623 32,292 35862 (9,725) (15,008) (18,507)
Accretion of discount ... .. 45,197 34,868 31,223 23,655 13,773 13,068 12,495 7977 6,890 9,047 13,118 11,265
Purchase of minerals

inplace .. 5.\ Lo aer 167, 800° 4145776 — —_— 346,887 — 167,800 67,889 —_ — — —
Net change in income

faxest oo ol 0 S e (7,666) (180,123) (11,429) 28,424 (187,720) (5,310) (52,959) (27,243) (3,271) 16,869 34,840 (2,848)
EHhen e = 0 e o (3,086) 77,677 8,383 36,587 38,127 4,000 (3,492) 7,338 5,306 (36,181) 32,212 (923)
BRAOWesr oo S s $547,416 451,970 348,679 306,471 236,546 137,729 149,948 124,956 79,770 90,997 90,468 131,180
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Five Year Financial Review

(Amounts in thousands except share and per share data)

19841 19832 1982 1981 1980
Earnings and Working Capital from Operations
Net sales:
@byl RS B SR S e S TR $ 379,802 158,271 126,493 109,167 94,160
Alerrateifitels g LE N o s al T M S 169,006 73,234 — — -
Ehenmeals soh-0 o Sa il Bl A SN SRR 86,852 92,007 84,975 89,211 94,480
635,660 323,512 211,468 198,378 188,640
Interest andsofher s L Ea T aani b s L el e g 19,743 5,020 6,740 3,250 1,452
Notalirerenpiesy g 5o 3l A s Bl B LA S $ 655,403 328,532 218,208 201,628 190,092
Operating profit:
Ollandieas B LIne | iRt e e $ 156,617 63,095 49,795 44,659 49,055
Ahtemiatestiels Belly ki vk p b bS8 R g ot e 35,439 22,463 (3,192) (4,312) (2,293)
Chermeals oo lalit el S0 o i las D0 T 14,655 25,041 21,945 22,207 22,515
206,711 110,599 68,548 62,554 69,277
Less:
Corporate expenses and interest . ............. 33,149 22,149 14,949 15,644 9,343
Indame taxesi ol LIS St 1S anb s el S T 72,775 33,929 24,247 16,871 29,614
Neffitepme TEg i 0 L bl it e Sl gl et $ 100,787 54,521 29,852 30,039 30,320
Earnings per common share:
BagiehSEas £ L R B R S e $ 2.96 2.08 1.32 1355 1.34
Bulligdiluted Tk Vsl S0 s lin 8o b ey $ 2.94 1.90 1.21 1.24 1.30
Working capital generated from operations ... ... $ 247,086 130,476 70,583 72,213 77,508
Working capital generated from operations
before exploration expenditures .............. $ 263,916 187,779 81,111 85,623 86,739
Financial Position
Miorlkanpcapifal i8ose Sl D g Rl sl $ 17,615 51,868 21,724 33,929 24,840
Net property, plant and equipment ............. $ 854,421 705,073 296,394 282,592 221,599
[Iotaliassetst BT oa o T ot v ST $1,089,990 921,789 391,065 371,670 302,919
Pong=termidebtd ke b o8 10 e d sk e $ 75,852 166,434 93,170 1315551 92,474
Redeemable preferred shares ................... $ 16,875 18,260 19,062 20,315 21,873
Common shareholders’ equity . ................. $ 555,731 460,731 145,080 124,541 101,853
Return on investment
Totaltasspts b oo ns Sl S e S % 9.5 9.4 7.8 8.7 11.6
Tatalcapitals t | o€ SR o B Tk § 172 16.0 13.3 14.8 17:5
Common shareholders’ equity ................ % 19.7 20.6 20.4 24.8 30.3
Capital and Exploration Expenditures
il s e aen b Ol L Bl RS SR L R $ 58,979 22,458 45,966 90,956 86,010
AMHBrareifiTals S Ll G ot e S 25,762 14,792 2,678 5,346 5711
Ceryigats TRe R Ul S 3 U el s B Sk 4,899 6,633 12,960 8,786 4,624
(@t @k Sb A IR M L e 1,470 551 - 378 1,163
Tofaldlie e Bloh e TRi s DR A R 91,110 44,434 61,604 105,466 97,508
Less current year expenditures charged to
Explarationiexpensel SR S0H. St ol W T GG, 16,830 7,303 10,528 13,410 9,231
et capital expenditires=i i Sl k. n $ 74,280 37,131 51,076 92,056 88,277
Shares and Dividends
Number of common shares outstanding . ........ 33,409,810 33,346,489 20,766,946 20,718,116 20,553,513
Number of common shareholders. .............. 3,039 3,508 2,851 3,114 3,000
Dividends declared per common share .......... $ 0.465 0.36 0.36 0.36 0.27

(1) In the fourth quarter of 1984, CanadianOxy adopted prospectively the method of accounting for investment tax credits described in Notes 1
and 2 to the Consolidated Financial Statements.

(2) In the fourth quarter of 1983, CanadianOxy adopted prospectively the method of translation for its foreign investments described in Notes 1
and 2 to the Consolidated Financial Statements.

(3) Return on investment is calculated on the applicable average monthly investment. The calculation of return on total captal excludes
interest expense.



Five Year Operating Review

1984 1983 1982 1981 1980
Qil and Gas
Production (gross before royalties)
Metric units
Gas,, 100 s R e R 10°m? 1 811 341 850 552 646 590 617 229 615 066
Crude oil, condensate and
liquefied petroleum gas ....... 10°m?* 1177.3 555.9 376.2 345.2 312.8
Sulphon &L AsUE L g e b 10t 107.7 107.9 94.0 112.4 109.5
Imperial units
Gast il TR 8o 2 sl MMcf 64,291 30,189 22,950 22,288 22,210
Crude oil, condensate and
liquefied petroleum gas ....... M/Bbls. 7,408.7 3,498.4 2,367.4 2,172.2 1,968.3
Sulphuts Sl RiR a0 S M/L.T. 106.0 106.2 92.5 110.6 107.8
Proven reserves (gross before royalties)
Metric units
Gas' et et R 10°m? 17 177 000 15 953 000 8 423 000 8 208 200 8 335 000
Crude oil, condensate and
liquefied petroleum gas ....... 10°m? 7 680 7 410 3 998 3 521 3 770
Sulphur o 88 le s i L i 10%4 1970 1 906 1944 2114 2182
Imperial units
Gass.asa Wl Een el LS MMcf 609,700 566,300 298,600 291,300 296,000
Crude oil, condensate and
liquefied petroleum gas ....... M/Bbls. 48,313 46,616 25,158 22,146 23,724
Sylphur ¢ =% el =t el et M/L.T. 1,939 1,876 1,913 2,081 2,148
Well data
Net:wells — Gas_ .. o0 % = Lol 158.7 195.4 99.3 94.0 84.1
Netiwells — Oil .o o4t L sk DL 776.0 738.5 3212 272.2 330.7
Land holdings
Metric unifs (thousand hectares)
Gross hectares L .- du k= @Y. 25 554 26 557 31 378 30 937 2 340
Net:hectares .id=4 S S LIEE 8 744 9 151 10 654 10 597 1023
Imperial units (thousand acres)
Grossacres . Lo ilbes T ool 63,003 65,502 77,335 76,232 5,836
Netiaeres, g€ 00 S s =@ =8 T8 11}, 21,567 22,581 26,270 26,125 2,549
Alternate Fuels
Production (gross before royalties)(!)
Metric units
Synthetic crudeioil . .5 0oL L 10°m?® 665.0 358.4 — - —
Sulphr, i ST S Sel 800 La 10%/t 26.2 13.4 i — e
Imperial units
Synthetic crude ol c&. = a0l M/Bbls. 4,184.8 202555 — - —
Sulphnsr Tt aodiits . = nuss el M/L.T. 25.8 134 — — —_
Proven reserves (gross before royalties)(!)
Metric units
Syncrude — synthetic crude oil . .10°m? 30 524 20 121 - — —
Imperial units
Syncrude — synthetic crude oil . . M/Bbls. 192,086 126,624 - o -
Land holdings
Metric units (thousand gross hectares)
Syncrude SN ERELE e e 29,1, 39.1 — — —
Otheroil sands. ' =0« = .0l 569.5 569.5 —_— — =
Imperial units (thousand gross acres)
Syrierude @ S TEE AR AL (T 97.8 97.8 — — -
@theroil’sandsetr =8 0L Lk 1,424.2 1,424.2 - — —_
Chemicals
Production
Metric units
Industrial chemicals............. 103/t 299.8 317.6 305.8 328.5 387.4
Specalty ehemicals=® 5 o2 1L 10°/kg 10 725 10 402 7 048 9 064 9312
Imperial units
Industrial chemicals............. M/Tons 330.5 350.1 337.0 362.2 427.1
Specialty chemicals ............. M/Lbs. 23,644 22,932 15,537 19,982 20,528

(1) These amounts pertain to the Company’s interest in the Syncrude Project. The 1983 reserve amounts are based upon the original 25-year
mining plan and the 1984 reserve amounts are based upon the Alberta Energy Resources Conservation Board's approval to extend the

project life by nine years to December 31, 2013.
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Shareholders’ Information

TRADING RANGE OF COMMON SHARES

The common shares are traded on the Toronto Stock Exchange and the American
Stock Exchange. As of December 31, 1984 there were 3,039 registered holders of
common shares and 33,409,810 shares outstanding. The following is the trading
range, as reported by each of these exchanges, during the past two years:

Toronto Stock Exchange American Stock Exchange

(5Cdn.) (SU.S.)

High Low High Low

1983 First Quarter............ 16.63 12.88 13.50 10.38
Second Quarter ......... 24.50 13.25 19.88 10.88
Third Quarter. .. ........ 29.75 23.88 24.13 19.50
Fourth Quarter. .. ....... 29.00 24.50 23.00 20.38

1984 First Quarter......... ... 30.88 27.50 24.25 22.00
Second Quarter . ... ... .. 31.38 26.00 24.00 20.63
Third Quarter .......... 29.13 25.00 22.13 19.00
Fourth Quarter. .. ....... 29.25 24.00 22.00 18.50

DIVIDENDS

The Company has paid the following quarterly dividends on its common shares
during the past two years:

Payment Date Record Date Amount
(Cdn. funds)
1983 Janary L x5 sow 5 sepmm an @ sevis December 3, 1982 9.0¢
APHLT i v v mmmnnn s 13 S 5 March 4, 1983 9.0¢
July 1. June 3, 1983 9.0¢
October 1 ........ ... .. .......... September 2, 1983 9.0¢
1984 Januaryil . ox sovun o svews o weie December 2, 1983 9.0¢
APHI T, ... o iy o0 25 ge o 2 & March 9, 1984 9.0¢
July 1 ... June 8, 1984 12.5¢
October 1........................ September 7, 1984 12.5¢
1985 January'l - o coun on vuwnn o e 4 December 7, 1984 12.5¢

In February, 1985, the Board of Directors announced a 28% increase in the quarterly
dividend on the common shares to sixteen cents per share, payable April 1, 1985 to
shareholders of record on March 13, 1985. The Company expects to continue the
payment of regular quarterly dividends on its common shares.

The Income Tax Act of Canada requires that the Company deduct a withholding tax
from all dividends remitted to non-residents. In accordance with the Canada-United
States Tax Treaty, the withholding tax is 15% on dividends remitted by the Com-
pany to residents of the United States.

VALUATION DAY PRICE

For Canadian capital gains tax purposes, the Department of National Revenue has
published a December 22, 1971 Valuation Day price of $3.04 for the common shares
of the Company (after giving effect to the 3-for-1 stock split in 1979).

& N
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COMMON SHARES

Transfer Agents and Registrars

The National Victoria and Grey Trust
Company

Calgary, Toronto, Montreal,

Winnipeg and Vancouver and the offices

of its agent, Canada Permanent Trust

Company, in Halifax and Regina.

Manufacturers Hanover
Trust Company
New York, N.Y.

Listed

American Stock Exchange

Toronto Stock Exchange
Symbol “CXY”

10% CLASS A PREFERRED SHARES

Transfer Agent and Registrar
Canada Permanent Trust Company
Calgary, Toronto, Montreal,
Halifax, Winnipeg and Vancouver

Listed

Toronto Stock Exchange

Montreal Stock Exchange
Symbaol “CXY PRA”

$60 MILLION RETRACTABLE
DEBENTURES DUE 1999
(Eurodollar Offering)

Trustee
Canada Permanent Trust Company
Calgary, Alberta, Canada

Listed
London Stock Exchange

AUDITORS
Arthur Andersen & Co.
Calgary, Alberta, Canada

INVESTOR RELATIONS

E. ]. Lambert

Canadian Occidental Petroleum Ltd.
1500, 635 - 8th Avenue Southwest
Calgary, Alberta, Canada

T2P 371

(403) 234-6700

ANNUAL MEETING

The Annual General Meeting of the
Shareholders will be held at the King
Edward Hotel, Toronto, Ontario, Canada,
on Thursday, May 9, 1985 at 11:00 a.m.

FORM 10-K

The Company files an annual report
on Form 10-K with the Securities and
Exchange Commission of the United
States. A copy of the report will be sent
without charge to any shareholder upon
request. Such requests should be in
writing addressed to the Secretary.
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