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SCURRY-RAINBOW OIL LIMITED 1600 Home Oil Tower

324 Eighth Avenue S.W/.

Calgary, Alberta, Canada T2P 2Z5
Telephone (403) 232-7101

D. E. Powell Fax (403) 232-7678

President and
Chief Executive Officer

September 24, 1993

Dear Shareholder:

You are invited to attend a special meeting of shareholders of Scurry-Rainbow Qil Limited to be held in the
29th Floor Auditorium of the Home Oil Tower, 324 Eighth Avenue SW., Calgary, Alberta on Monday, the 8th day of
November, 1993, commencing at 9:30 a.m. (Calgary time).

Home Oil Company Limited owns approximately 88.1% of the issued and outstanding common shares of
Scurry-Rainbow. At the special meeting, shareholders will be asked to consider and, if thought appropriate, approve
an arrangement (the “Arrangement”) which will result in the common shares of Scurry-Rainbow not presently
owned by Home Oil being transferred to Home Oil. In exchange, minority shareholders, other than shareholders
who exercise dissent rights, can elect to receive $26.50 per share in cash or in common shares of Home Oil.
The Board of Directors of Scurry-Rainbow, including a special committee of its independent directors established
to consider the Arrangement, has determined that the Arrangement is fair to the minority shareholders, and
unanimously recommends that you vote in favour of the resolution approving the Arrangement. In arriving at
its recommendation the Board of Directors considered a valuation of the Scurry-Rainbow shares prepared by RBC
Dominion Securities Inc., the independent financial advisor to the special committee, and an opinion of RBC
Dominion Securities Inc. that the Arrangement is fair from a financial point of view to the minority shareholders
of Scurry-Rainbow.

The circular accompanying this letter contains a detailed description of the proposed Arrangement, including
the conditions required to be satisfied for the Arrangement to become effective, and information relating to the
business and affairs of Scurry-Rainbow and Home Oil. Please give this material your careful consideration and,
if you require assistance, consult your financial, income tax or other professional advisor.

I hope that you will be able to attend the special meeting in person; however, if you cannot attend, please
complete and return the enclosed form of proxy which will assure you of representation at the special meeting.

Sincerely,

M






SCURRY-RAINBOW OIL LIMITED
NOTICE OF SPECIAL MEETING OF SHAREHOLDERS

Notice is hereby given that a special meeting (the “*Special Meeting ™) of holders of common shares (*“Scurry
Shares™) of Scurry-Rainbow Qil Limited (*“Scurry-Rainbow™) will be held in the 29th Floor Auditorium, Home
Oil Tower, 324 Eighth Avenue SW., Calgary, Alberta on November 8, 1993 at 9:30 a.m. (Calgary time) for
the following purposes:

(a) to consider, pursuant to an order (the “Interim Order”) dated September 23, 1993 of the Court of Queen’s
Bench of the Province of Alberta, and, if deemed advisable, to pass, with or without variation, a special
resolution (the “Arrangement Resolution™) approving an arrangement (the “Arrangement’) under section
186 of the Business Corporations Act (Alberta) involving the acquisition by Home Oil Company Limited
of all the Scurry Shares not already owned by it; and

(b) to transact such other business, if any, as may be properly brought before the Special Meeting, or any
adjournment thereof.

The texts of the Arrangement Resolution and the agreement in respect of the Arrangement are set forth in
Schedules A and B, respectively, to the accompanying Management Information Circular and Proxy Statement
(the “Circular™).

Pursuant to the Interim Order, holders of Scurry Shares (*‘Shareholders™) have been granted the right to
dissent and to be paid the fair value of their Scurry Shares in respect of the Arrangement Resolution. This right
is described in the Circular.

Only Shareholders of record at the close of business on September 27, 1993 will be entitled to vote in respect
of the Arrangement Resolution at the Special Meeting, except that a person who has acquired Scurry Shares
subsequent to such record date will be entitled to vote such Scurry Shares upon making a written request to that
effect not later than ten days preceding the date of the Special Meeting to the Corporate Secretary of Scurry-
Rainbow and establishing that such person owns such Scurry Shares.

Your vote is important regardless of the number of Scurry Shares you own. If you are unable to attend the
Special Meeting in person, please sign, date and return the enclosed form of proxy in the envelope provided
for that purpose to ensure your shares are represented at the Special Meeting. To be used at the Special Meeting,
a proxy must be deposited with Montreal Trust Company of Canada at its principal office in Calgary not later
than 4:30 p.m. (local time) on the last business day preceding the day of the Special Meeting or any adjournment
thereof. :

DATED at Calgary, Alberta this 24th day of September, 1993.

By Order of the Board of Directors

& : &L.JM

D. E. Deakin
Corporate Secretary
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Action No. 9301-14971

IN THE COURT OF QUEEN’S BENCH OF ALBERTA
JUDICIAL DISTRICT OF CALGARY

IN THE MATTER OF Section 186 of the Business Corporations Act (Alberta), being chapter
B-15 of the Statutes of Alberta, 1981, as amended;

AND IN THE MATTER OF a proposed Arrangement involving Scurry-Rainbow Oil Limited,
its shareholders and Home Oil Company Limited.

NOTICE OF PETITION

NOTICE IS HEREBY GIVEN that a Petition has been filed by Scurry-Rainbow Oil Limited (“Scurry-Rainbow™)
for approval of an arrangement (the “Arrangement”) under Section 186 of the Business Corporations Act (Alberta),
S.A. 1981, c. B-15, as amended, which Arrangement is described in greater detail in the Management Information
Circular and Proxy Statement of Scurry-Rainbow dated September 24, 1993 accompanying this Notice of Petition.

AND NOTICE IS FURTHER GIVEN that the Petition is directed to be heard before the Honourable
Chief Justice W. K. Moore at The Court House, 611 Fourth Street S.W., Calgary, Alberta on the 8th day of
November, 1993 at 2:00 p.m. (Calgary time), or as soon thereafter as counsel may be heard. Any holder of common
shares of Scurry-Rainbow or any other interested party desiring to support or oppose the Petition may appear
at the time of hearing in person or by counsel for that purpose. Any such holder or person desiring to appear
at the hearing is required to file with the Court of Queen’s Bench of Alberta, at the Court House, Calgary,
Alberta and serve upon the solicitors for Scurry-Rainbow, on or before November 1, 1993, a notice of intention
to appear, including his address for service together with any evidence or materials which are to be presented
to the Court. Service on Scurry-Rainbow is to be effected by delivery to the solicitors for Scurry-Rainbow at
the address below.

AND NOTICE IS FURTHER GIVEN THAT at the hearing, shareholders and any other interested person
will be entitled to make representations as to, and the Court will be requested to consider, the fairness of the
Arrangement. If you do not attend, either in person or by counsel, the Court may approve the Arrangement as

proposed or as amended by the Court or refuse to approve the Arrangement and may make any further order
it thinks fit.

AND NOTICE IS FURTHER GIVEN THAT the Court, by Interim Order dated September 23, 1993, has
given directions as to the calling of a special meeting of the holders of the common shares of Scurry-Rainbow
for the purpose of such holders voting upon a resolution to approve the Arrangement, and in particular, has directed
that holders of the common shares of Scurry-Rainbow shall have the right to dissent in the manner described
in the agreement relating to the Arrangement.

AND NOTICE IS FURTHER GIVEN THAT the approval of the proposed Arrangement, if granted, will
constitute the basis for an exemption from the registration requirements under the United States Securities Act
of 1933, as amended, with respect to the common shares of Home Oil Company Limited which may be issued
pursuant to the Arrangement.

A copy of the Petition and other documents in the proceedings will be furnished to any holder of Scurry-
Rainbow common shares or other interested party requesting the same from the undermentioned solicitors for

the Petitioner:
Macleod Dixon
Barristers & Solicitors
3700, 400 Fourth Avenue S.W.
Calgary, Alberta T2P 4H2

Attention: J. J. Marshall, Q.C.
DATED at Calgary, Alberta this 24th day of September, 1993.
By Order of the Board of Directors

D. E. Deakin
Corporate Secretary
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SCURRY-RAINBOW OIL LIMITED

MANAGEMENT INFORMATION CIRCULAR
AND

PROXY STATEMENT

ARRANGEMENT INVOLVING
SCURRY-RAINBOW OIL LIMITED
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HOME OIL COMPANY LIMITED






GLOSSARY OF TERMS

Unless the context otherwise requires, the following terms shall have the respective meanings set out below
when used in this Circular. These defined terms are not used in the schedules attached hereto unless specifically
defined therein.

ABCA — The Business Corporations Act (Alberta), S.A. 1981, c. B-15, as amended.

Affiliate — An affiliated corporation and, for the purposes of this Circular, (i) one corporation is affiliated with
another corporation if one of them is the Subsidiary of the other or both are Subsidiaries of the same corporation
or each of them is controlled by the same person, or (ii) if two corporations are affiliated with the same corporation
at the same time, they are deemed to be affiliated with each other.

AMEX — The American Stock Exchange.

Arrangement — The proposed arrangement under the ABCA to transfer to Home Oil all of the Scurry Shares,
other than the Scurry Shares held by Home Oil and Scurry Shares held by Dissenting Shareholders, in consideration of
the Arrangement Consideration, as described under the heading “The Arrangement — Details of the Arrangement”.

Arrangement Agreement — The agreement dated as of September 20, 1993 between Home Oil and Scurry-
Rainbow, a copy of which is attached as Schedule B to this Circular.

Arrangement Consideration — The Cash Consideration to be paid or Share Consideration to be delivered by
Home Oil under the Arrangement, as described under “The Arrangement — Details of the Arrangement”.

Arrangement Resolution — The special resolution, the full text of which is attached as Schedule A to this Circular,
to be considered and, if deemed advisable, passed, with or without variation, by the holders of Scurry Shares
at the Special Meeting.

Associate — Where used to indicate a relationship with any corporation, (i) any corporation of which such
corporation beneficially owns, directly or indirectly, voting securities carrying more than 10% of the voting rights
attached to all outstanding voting securities of the corporation, (ii) any partner of that corporation acting on
behalf of the relevant partnership, or (iii) any trust or estate in which such corporation has a substantial beneficial
interest or as to which such corporation serves as trustee or in a similar capacity.

Bbls — An abbreviation for a barrel which is equivalent to 0.159 cubic metres of oil or liquids.
Bef — An abbreviation for a billion cubic feet of gas.
Board of Directors — The Board of Directors of Scurry-Rainbow.

BOE — A barrel of oil equivalent, based on converting natural gas into equivalent units of crude oil by equating
ten thousand cubic feet of natural gas to one barrel of crude oil.

Business Day — A day other than a Saturday, Sunday or a day when banks in the City of Calgary generally
are not open for business.

Canadian GAAP — Accounting principles generally accepted in Canada.

Cash Consideration — The consideration for the transfer of Scurry Shares to Home Oil pursuant to the Arrangement
to be received in the form of cash, being $26.50 per share.

Circular — The management information circular and proxy statement of Scurry-Rainbow, of which this Glossary
is a part.

Corporation — Scurry-Rainbow.
Court — Court of Queen’s Bench of Alberta.
Depositary — Montreal Trust Company of Canada, in Canada, or The Bank of New York, in the United States.

Dissenting Shareholders — Shareholders who validly exercise the right of dissent provided to them pursuant
to the Interim Order and thereby become entitled to receive the fair value of their Scurry Shares.

Effective Date — The effective date of the Arrangement, being the date shown on the certificate of amendment
to be issued by the Registrar under the ABCA giving effect to the Arrangement, which is expected to be on or
about November 8, 1993.



Election Deadline — 4:30 p.m. (local time) on the Business Day immediately prior to the date of the Special Meeting
(or, if the meeting is adjourned, such time on the Business Day immediately prior to the date of such adjourned
meeting).

Final Order — The final order of the Court approving the Arrangement.
Gross — Includes the interests of others.
Home Oil — Home Oil Company Limited, a corporation subject to the Canada Business Corporations Act.

Home Share Price — The weighted average trading price of Home Shares on the TSE for the ten consecutive
trading days ending on the trading day immediately prior to the date of the Special Meeting (or, if the meeting
is adjourned, ending on the trading day immediately prior to the date of such adjourned meeting).

Home Shares — Common shares of Home Oil.

Interim Order — The interim order of the Court dated September 23, 1993 which is attached as Schedule G
to this Circular, providing for, among other things, the calling and holding of the Special Meeting.

Letter of Transmittal and Election Form — The letter of transmittal and election form accompanying this Circular,
to be used by Shareholders to surrender the certificates representing their Scurry Shares in order to receive the
Arrangement Consideration and to make their election to receive either the Cash Consideration or the Share
Consideration.

Liquidity Opinion — The opinion of RBC-DS dated September 7, 1993 to the Special Committee concerning
the liquidity of the Home Shares, a copy of which is attached as Schedule D.

Management — The senior officers of the Corporation.
MBbls — An abbreviation for a thousand barrels of oil or liquids.

Mecf — An abbreviation for a thousand cubic feet which is equivalent to 28.17 cubic metres of gas measured
at standard temperature and pressure.

MMBbls — An abbreviation for a million barrels of oil or liquids.
MMecf — An abbreviation for a million cubic feet of gas.
Minority Shareholders — Shareholders other than Home Oil.

Net — Excludes the interests of others.

Notice of Petition — The notice of the petition filed on behalf of Scurry-Rainbow with the Court for approval
of the Arrangement and to be heard by the Court in accordance with the terms of the Interim Order.

Plan of Arrangement — The plan of arrangement annexed as Appendix 1 to the Arrangement Agreement.
Policy 9.1 — Policy 9.1 of the Ontario Securities Commission.

Policy Q-27 — Policy Q-27 of the Quebec Securities Commission.

RBC-DS — RBC Dominion Securities Inc., an investment banking firm.

RBC-DS Report — The valuation report and fairness opinion of RBC-DS dated September 20, 1993, a copy
of which is attached as Schedule C to this Circular.

Registrar — The Registrar under the ABCA.

Related Parties — Home Oil, the directors and senior officers of Home Oil and Scurry-Rainbow (other than
members of the Special Committee) and any other person or company excluded for the purposes of the minority
approval requirements of Policy 9.1 and Policy Q-27.

Scurry-Rainbow — Scurry-Rainbow Oil Limited, a corporation subject to the ABCA.
Scurry Shares — Common shares of Scurry-Rainbow.

Share Consideration — The consideration for the transfer of Scurry Shares to Home Oil pursuant to the Arrangement
to be received in the form of Home Shares, being that number of Home Shares per share equal to $26.50 divided
by the Home Share Price, as more particularly described in the Arrangement Agreement.



Shareholder — A holder of Scurry Shares.

Special Committee — The committee of four directors of Scurry-Rainbow, consisting of B. F. MacNeill (Chairman),
R. G. Black, Q.C., S. G. Olson and E. G. Sheasby.

Special Meeting — The special meeting of Shareholders to be held in the 29th Floor Auditorium of the
Home Oil Tower, 324 Eighth Avenue S.W., Calgary, Alberta on November 8, 1993, at 9:30 a.m. (Calgary time),
and any adjournment or postponement thereof, to consider and, if deemed advisable to pass, with or without
variation, the Arrangement Resolution, and to transact any other business which may properly come before the
meeting.

Subsidiary — When used to indicate a relationship with a specified corporation, (a) a corporation which is controlled
by (i) that other, or (ii) that other and one or more corporations, each of which is controlled by that other, or
(iii) two or more corporations, each of which is controlled by that other, or (b) a Subsidiary of a corporation
that is that other’s Subsidiary.

Tax Act — The Income Tax Act (Canada), S.C. 1970-71-72 c. 63, as amended.
TSE — The Toronto Stock Exchange.

In this Circular words importing the singular number only include the plural and vice versa and words importing
any gender include all genders.

EXCHANGE RATE OF THE CANADIAN DOLLAR

All dollar amounts set forth in this Circular are in Canadian dollars, except where otherwise indicated.

The following table sets forth (i) the rates of exchange for the Canadian dollar, expressed in U.S. dollars,
in effect at the end of each of the periods indicated, (ii) the average of exchange rates in effect on the last day
of each month during such periods, and (iii) the high and low exchange rates during such periods, in each case
based on the noon buying rate in New York City for cable transfers in Canadian dollars as certified for customs
purposes by the Federal Reserve Bank of New York.

Six Months Ended

June 30, Year Ended December 31,
1993 1992 1992 1991 1990 1989 1988
Rate at end of period . ...... $0.7798  $0.8353  $0.7865 $0.8652 $0.8617 $0.8636  $0.8384
Average rate for period . . ... 0.7901 0.8432 0.8273 0.8726 0.8570 0.8445 0.8155
High for period ........... 0.8046 0.8757 0.8757 0.8926 0.8837 0.8643 0.8433
Low for period ............ 0.7767 0.8290 0.7761 0.8587 0.8286 0.8263 0.7698

On September 23, 1993 the noon buying rate in New York City for cable transfers in Canadian dollars as
certified for customs purposes by the Federal Reserve Bank of New York was U.S. $0.7561 = Cdn. $1.00
(U.S. $1.00 = Cdn. $1.3225).



SUMMARY

This summary is qualified in its entirety by the more detailed information appearing elsewhere in the Notice
of Special Meeting, the Notice of Petition and this Circular, including the schedules which are attached to
this Circular.

The Special Meeting

The Special Meeting will be held on November 8, 1993, at the time and place set forth in the accompanying
Notice of Special Meeting. At the Special Meeting, Shareholders will be asked to consider and, if deemed
advisable, pass the Arrangement Resolution approving the Arrangement.

The Arrangement

Home Oil owns approximately 88.1% of the issued and outstanding Scurry Shares. Pursuant to the Arrange-
ment, all of the Scurry Shares, other than those owned by Home Oil, will be transferred to Home Qil on the
Effective Date. In exchange therefor, Minority Shareholders (other than Dissenting Shareholders) will receive
for each of their Scurry Shares, at their option, either:

(a) $26.50 cash; or
(b) the number of Home Shares equal to $26.50 divided by the Home Share Price.

The Home Share Price will be the weighted average price at which Home Shares have traded on the TSE
for the ten consecutive trading days ending on the trading day immediately prior to the date of the Special Meeting.
No assurance can be given as to what the Home Share Price will be.

Each Shareholder will be required to elect whether to receive the Cash Consideration or the Share Consideration
by depositing a completed Letter of Transmittal and Election Form, in the form accompanying this Circular,
together with the certificates representing his Scurry Shares, with the Depositary at one of the offices specified
in such form no later than 4:30 p.m. (local time) on the Business Day preceding the date of the Special Meeting.
Any Shareholder who fails to properly make such election by such time will be deemed to have elected to
receive the Share Consideration.

No fractional Home Shares will be issued to Shareholders who elect or are deemed to have elected to receive
the Share Consideration. Such fractional interests will be paid for in cash based on the Home Share Price.

If the Arrangement Resolution is passed by the requisite majorities at the Special Meeting, the Arrangement
is approved by the Court and all other conditions precedent to implementing the Arrangement are satisfied or
waived, the Effective Date of the Arrangement is expected to be November 8, 1993.

Special Committee Review and Recommendation of the Board of Directors

The Special Committee of the Board of Directors of Scurry-Rainbow reviewed the Arrangement and
presented a report to the Board of Directors detailing its conclusions and recommendations. The Special Committee
unanimously concluded that the Arrangement is fair to the Minority Shareholders and in the best interests of Scurry-
Rainbow and unanimously recommended that the Board of Directors approve the Arrangement and recommend
to the Shareholders, including the Minority Shareholders, that they vote in favour of the Arrangement.

In reaching its conclusion and formulating its recommendations, the Special Committee considered, among
other things, the following factors:

1. the conclusion of RBC-DS that the fair market value of the Scurry Shares at June 30, 1993 was in
the range of $23.00 to $26.40 per share and the opinion of RBC-DS that the Arrangement is fair from
a financial point of view to the Minority Shareholders (see “The Arrangement — RBC-DS Report”);

2. under the Arrangement, Minority Shareholders may exchange their Scurry Shares for either the Cash
Consideration or the Share Consideration, enabling Minority Shareholders to deal with their Scurry
Shares in the manner best suited to their particular investment objectives and financial and income
tax circumstances;




3. the liquidity of the market for Home Shares both before and after completion of the Arrangement, as
confirmed by the Liquidity Opinion;

4. the Special Committee’s assessment of the potential enhancement of business efficiency, management
effectiveness and financial results of Scurry-Rainbow consequent on the elimination of potential conflicts
of interest between Scurry-Rainbow and Home Oil, as public corporations.

After considering the report of the Special Committee, the Board of Directors unanimously adopted the Special
Committee’s recommendations, determined that the terms of the Arrangement are fair to the Minority Shareholders
and authorized the submission of the Arrangement to the Shareholders for approval.

The Board of Directors unanimously recommends that all Shareholders vote in favour of the Arrangement
Resolution.

Valuation and Fairness Opinion

The Special Committee retained RBC-DS to provide a formal valuation of the Scurry Shares in accordance
with Policy 9.1 and Policy Q-27, and to provide its opinion as to the fairness of the Arrangement from a financial
point of view to the Minority Shareholders. RBC-DS was also engaged to provide the Liquidity Opinion.

In the RBC-DS Report, RBC-DS determined that the fair market value of the Scurry Shares as at June 30,
1993 was in the range of $23.00 to $26.40 per share and advised that it was not aware of any factor or circumstance
that would render such opinion inapplicable as at September 20, 1993. RBC-DS also determined that as at
September 20, 1993 the Arrangement is fair from a financial point of view to the Minority Shareholders.

Shareholder and Court Approvals

Approval of the Arrangement will require the favourable vote of: (i) two-thirds of the votes cast by all
Shareholders at the Special Meeting; and (ii) a simple majority of the votes cast at the Special Meeting by all
Shareholders other than Related Parties.

The Arrangement must also be approved by the Court. If the Arrangement Resolution is approved at the
Special Meeting, Scurry-Rainbow intends to make application for the Final Order to the Court at 2:00 p.m. (Calgary
time) on November 8, 1993. Any Shareholder or any other interested party has the right to appear at such hearing
and present evidence, subject to filing with the Court and serving on the solicitors for Scurry-Rainbow a notice
of appearance on or before November 1, 1993. See “The Arrangement — Details of the Arrangement —
Conditions to the Arrangement Becoming Effective™.

Right of Dissent

Each Shareholder has the right to dissent in respect of the Arrangement if Scurry-Rainbow has received from
such dissenting shareholder a written objection at or before the Special Meeting and such dissenting shareholder
has otherwise complied with the steps described in Schedule H to this Circular. Upon the Arrangement becoming
effective, each Dissenting Shareholder will be entitled to be paid by Home Oil the fair value of the Scurry Shares
in respect of which he dissents in accordance with the provisions of the Plan of Arrangement and the Interim
Order. See “The Arrangement — Details of the Arrangement — Right of Dissent”.

Income Tax Considerations

The disposition by a Shareholder of Scurry Shares under the Arrangement or through the exercise of dissent
rights may have material tax consequences under applicable Canadian or United States tax laws. Generally, under
Canadian tax laws an exchange of Scurry Shares for cash will result in a capital gain or capital loss to the Share-
holder, whereas an exchange of Scurry Shares for Home Shares will allow a Shareholder to defer any capital
gain or capital loss until a subsequent disposition of the Home Shares. Generally, under U.S. tax laws the disposition
by a Shareholder of Scurry Shares under the Arrangement or through the exercise of a dissent right will be taxable
for U.S. federal tax purposes regardless of whether such Shareholder receives cash or Home Shares. Shareholders
should read carefully the detailed information under “The Arrangement — Income Tax Considerations” and should
consult their own tax advisors.




Stock Market Information

The Scurry Shares are listed on the TSE and AMEX. On July 29, 1993, the last day on which Scurry Shares
traded on the TSE prior to the date of the announcement of the proposed transaction, the closing price was
$22 per share and on August 3, 1993, the last day on which Scurry Shares traded on the AMEX prior to the
date of such announcement, the closing price on AMEX was U.S. $17 per share. See “Information Concerning
Scurry-Rainbow — Stock Exchange Listings and Trading of Scurry Shares™.

The Home Shares are listed on the TSE and AMEX. For information concerning the trading of Home Shares,
see “Information Concerning Home Oil — Stock Exchange Listings and Trading of Home Shares™.

Selected Financial Information of Scurry-Rainbow

The following table sets forth selected financial information with respect to Scurry-Rainbow for each of the
periods indicated:

Six Months Ended

June 30, Year Ended December 31,
1993 1992 1992 1991 1990
(unaudited) (audited)

(dollar amounts in thousands except per share amounts)

For the Period:

REVENUES : comes 5 aoeis & s ves $ 39,201 $ 34,226 $ 74,568 $ 71,703 $ 86,454

BATIANES .+ «oovenrne » 5 6w & 5155058 5 SIE0G 5,668 3,498 8,824 9,535 22,632

Dividends ..........ccviiuiuiiinn 3,366 3,366 6,731 6,731 6,731

Cash Flow From Operations . ... ... 24,596 20,139 42,736 43,863 57,424

Exploration and Development

EXDENIIOIes - - : voms s § wonn 5 voiess 17,719 12,010 21,589 41,078 68,431

Acquisitions of Proved Properties . . . 16,233 2,559 16,449 50 1,394
At End of Period:

Worling Capital. ; . . v « < amiwn 5 asen $ 6,857 $ (4,505) $ (3,436) $(11,105)  $(10,051)

Total ASSELS ne. o seuwn ¢ s 5 s 393,401 378,486 384,171 388,859 379,933

Shareholders” Equity ............. 240,894 236,631 238,592 236,499 233,695
Per Share:

BSEMNBE. 5o x covmn v smmmsun 5 macas e $ 0.42 $ 0.26 $§ 0.66 $ 071 $ 1.68

DIvAdERdS = ¢ ¢ com & vares & ez o o 0.25 0.25 0.50 0.50 0.50

Shareholders’ Equity ............. 17.89 17.58 1702 1757 17.36
Average Scurry Shares Outstanding ... 13,462,129 13,462,129 13,462,129 13,462,129 13,462,129

This information has been prepared on the basis of Canadian GAAP. A reconciliation to U.S. generally accepted
accounting principles is provided for each of the years in the three year period ended December 31, 1992 in
Note 12 to Scurry-Rainbow’s Financial Statements for the year ended December 31, 1992, contained in Schedule E

to this Circular.




MANAGEMENT INFORMATION CIRCULAR AND PROXY STATEMENT

This Management Information Circular and Proxy Statement is furnished in connection with the
solicitation of proxies by the Board of Directors and Management of the Corporation for use at the Special
Meeting to be held on November 8, 1993.

The Special Meeting has been called for the purpose of considering and, if deemed advisable, passing the
Arrangement Resolution approving the Arrangement. The effect of the Arrangement will be that all of the outstanding
Scurry Shares, other than those already owned by Home Oil, will be transferred to Home Oil and the Minority
Shareholders (other than Dissenting Shareholders) will receive, at their option, either the Cash Consideration
or the Share Consideration. Details of the Arrangement are set forth below under “The Arrangement — Details
of the Arrangement”.

PART I — THE ARRANGEMENT

Background to the Arrangement

In the early 1970°s, Home Oil began its association with Scurry-Rainbow by acquiring approximately 18%
of the Scurry Shares. In 1974, Home Oil made a public takeover bid which resulted in Home Oil owning
approximately 86% of the Scurry Shares. Home Oil presently owns approximately 88.1% of the Scurry Shares
and manages the business and affairs of the Corporation pursuant to a management agreement (see “Information
Concerning Scurry-Rainbow — Management Agreement’).

On June 23, 1993, Home Oil approached the Board of Directors with a view to determining whether the
two corporations could discuss, on a confidential basis, whether agreement could be reached on the terms of
a transaction which would result in the acquisition by Home Oil of all Scurry Shares not then held by it. Upon
receiving this request the Board of Directors established a special committee, comprised of the four directors
who are independent of Home Oil, to review the request and make its recommendation thereon to the Board of
Directors. At its first meeting, held on the same date, the committee appointed McCarthy Tétrault as its independent
legal counsel, determined that independent financial advisors should be engaged and authorized the solicitation
of a proposal from RBC-DS to act in that capacity and reviewed with legal counsel generally the possible transaction
structures which might be employed by Home Oil to give effect to its request. After further consideration of
the matter on June 29, 1993 the committee advised Home Oil that it was not prepared to proceed with discussions
on the basis suggested by Home Oil. There were then no further discussions between Home Oil and the committee
and no further steps taken by the committee.

On August 4, 1993, Home Oil presented to the Board of Directors a proposal that Home Oil acquire all of
the Scurry Shares not already owned by it at a cash price of $26.50 per share. The making of such proposal
was then publicly announced.

Special Committee

Appointment and Role of Special Committee

On August 4, 1993, in response to the proposal by Home Oil to the Board of Directors, the Board of Directors
constituted the Special Committee. The Special Committee was given the mandate to review and assess the proposal
and to advise the Board of Directors as to whether such proposal was in the best interests of Scurry-Rainbow and
the Minority Shareholders and, if thought necessary or advisable by the Special Committee, to canvass with Home
Oil any revisions to such proposal that the Special Committee considered to be necessary or desirable. The members
of the Special Committee are Brian F. MacNeill (Chairman), Robert G. Black, Q.C., Stanley G. Olson and E. Gordon
Sheasby, none of whom is an officer, employee, or insider of Scurry-Rainbow, except by virtue of being a director
thereof, or of Home Oil or any other of their Associates or Affiliates. None of the members of the Special Committee
will benefit from the transaction in a manner that is different than the Minority Shareholders.



The Special Committee was empowered to engage its own independent advisors, to authorize and direct senior
management of Scurry-Rainbow as to actions necessary or desirable in light of the Special Committee’s consideration
of Home Oil’s proposal or the proper performance of its duties and to require the cooperation of Management
with the Special Committee and its independent advisors.

Special Committee Review

At its meeting on August 4, 1993, the Special Committee appointed McCarthy Tétrault as independent legal
counsel to the Special Committee, reviewed the proposal with its legal counsel and directed immediate public
disclosure of the proposal by press release. The Special Committee reviewed and confirmed the independence
from Home Oil of each of the members of the Special Committee. The Special Committee also resolved to engage
RBC-DS as its independent financial advisor and requested it to prepare a valuation of the Scurry Shares and
an opinion as to the fairness of the proposed transaction to the Minority Shareholders from a financial point of
view, and generally to advise the Special Committee. The terms of RBC-DS’s engagement are contained in an
engagement letter dated August 4, 1993 between RBC-DS and Scurry-Rainbow.

At the same meeting, the Special Committee also considered and discussed in detail with its legal counsel
an alternative to the transaction proposed by Home Oil which might be of benefit to Minority Shareholders, whereby
Minority Shareholders could elect, depending upon their investment objectives and financial and income tax
circumstances, to receive either a cash payment or Home Shares in exchange for their Scurry Shares. Counsel
to the Special Committee noted that this alternative would require a formal valuation of Home Oil under Policy 9.1
and Policy Q-27 unless exemptions from the valuation requirements were obtained. Home Qil advised the Special
Committee that it would consider such a modification to the transaction, provided that the addition of such alternative
would not result in a valuation of Home Oil having to be prepared in order to effect the transaction. The Special
Committee authorized its counsel to apply to the Ontario and Quebec securities commissions to obtain a waiver
from the valuation requirements applicable to Home Oil under Policy 9.1 and Policy Q-27 in respect of this
alternative proposal.

Two further meetings were held in August at which the Special Committee discussed the activities conducted
and to be conducted by its independent advisors with respect to the proposed transaction.

On September 1, 1993, the Special Committee received from RBC-DS, and questioned RBC-DS on, a detailed
oral and written report on its investigation and analysis undertaken with a view to delivering the RBC-DS Report,
the methodologies and assumptions applied and the reasons therefor, and the nature and sources of information
used by RBC-DS. RBC-DS also presented a draft of the Liquidity Opinion, which the Special Committee directed
be sent to the Ontario and Quebec securities commissions and to the TSE in support of the applications for waivers
under Policy 9.1 and Policy Q-27. On the same date, the Special Committee made a written request to the board
of directors of Home Oil that the proposed transaction be structured to enable Minority Shareholders to elect
to receive either a cash payment or Home Shares in exchange for their Scurry Shares. RBC-DS delivered the
Liquidity Opinion on September 7, 1993. On September 8, 1993 RBC-DS delivered to the Special Committee,
and responded to questioning on, a draft of the RBC-DS Report. On the same date, the members of the Special
Committee and its independent legal and financial advisors conducted a formal due diligence session with Management
and representatives of Scurry-Rainbow’s auditors and independent oil and gas reservoir engineering consultants.
On September 9, 1993 Home Oil advised the Special Committee that it was prepared to modify the transaction
as requested by the Special Committee, subject to waivers, satisfactory to Home Oil, being obtained from the
valuation requirements under Policy 9.1 and Policy Q-27 in relation to Home Oil.

On September 10, 1993 the Special Committee received and considered a further draft of the RBC-DS Report
and questioned representatives of RBC-DS thereon. RBC-DS presented its conclusions as to the range of values
of Scurry Shares and as to the fairness of the proposed transaction from a financial point of view to the Minority
Shareholders. The final RBC-DS Report was subsequently delivered to the Special Committee.

Recommendations of the Special Committee

The Special Committee unanimously concluded that the Arrangement is fair to Minority Shareholders and
is in the best interests of Scurry-Rainbow, and unanimously recommended that the Board of Directors approve
the Arrangement and recommend that all Shareholders, including the Minority Shareholders, vote in favour of
the Arrangement Resolution.



In reaching its conclusion and formulating its recommendations, the Special Committee considered the following

factors:

(a)

(b)

()

(d)

(e)

®

(2

the conclusion of RBC-DS that the fair market value of the Scurry Shares at June 30, 1993 was in
the range of $23.00 to $26.40 per share and the opinion of RBC-DS that the Arrangement is fair from
a financial point of view to the Minority Shareholders (see “The Arrangement — RBC-DS Report™);

under the Arrangement, Minority Shareholders may exchange their Scurry Shares for either the Cash
Consideration or the Share Consideration, (i) providing Minority Shareholders with the opportunity
to continue, indirectly, to participate in the earnings and activities of Scurry-Rainbow, and (ii) providing
certain Canadian resident Minority Shareholders with the ability to defer any capital gain on the disposition
of their Scurry Shares to Home Oil (see “The Arrangement — Income Tax Considerations — Canadian
Federal Income Tax Matters™), thus generally enabling Minority Shareholders to deal with their Scurry
Shares in the manner best suited to their particular investment objectives and financial and income tax
circumstances;

the liquidity of the market for Home Shares both before and after completion of the Arrangement, as
confirmed by the Liquidity Opinion;

that $26.50 per share, being the Cash Consideration and the amount used in determining the Share
Consideration, represents a 20.45% premium over the closing price of $22.00 per Scurry Share on
the TSE on July 29, 1993, the last day on which Scurry Shares traded prior to the public announcement
of Home Oil’s proposal and exceeds the mid-point of the range of values attributed by RBC-DS to
the Scurry Shares by 7.29% (see “Information Concerning Scurry-Rainbow Oil Limited — Stock Exchange
Listings and Trading of Scurry Shares™ and “The Arrangement — RBC-DS Report™);

information concerning the financial condition, results of operations, business, plans and prospects of
Scurry-Rainbow, the financial savings anticipated to be enjoyed by Scurry-Rainbow by virtue of ceasing
to be a public corporation and thereby being relieved of certain obligations to prepare and disseminate
written materials and hold formal meetings, and the resulting potential for enhancement of the business
efficiency, management effectiveness and financial results of Scurry-Rainbow consequent on the
elimination of potential conflicts of interest between Scurry-Rainbow and Home Qil, as public corporations;

the Arrangement will not proceed unless the Arrangement Resolution receives the favourable vote of
not less than a majority of the votes cast at the Special Meeting by the Shareholders other than Related
Parties (see “The Arrangement — Details of the Arrangement — Shareholder Approvals™); and

Minority Shareholders who oppose the Arrangement may, upon compliance with certain conditions,
dissent from the Arrangement Resolution and be paid the fair value of their Scurry Shares (see ““The
Arrangement — Details of the Arrangement — Right of Dissent”).

In view of the wide variety of information and factors considered in connection with its evaluation of the
Arrangement, the Special Committee found it impracticable to, and therefore did not, quantify the specific information
and factors considered by it but, in reaching its conclusions as to the fairness of the Arrangement to the Minority
Shareholders and its being in the best interests of Scurry-Rainbow and in formulating its recommendations, the
Special Committee assigned relatively greater weight to the valuation and fairness opinion of RBC-DS, the liquidity
of the market for Home Shares comprising the Share Consideration and the potential enhancement of the business
efficiency, management effectiveness and financial results of Scurry-Rainbow consequent on the elimination of
potential conflicts of interest between Scurry-Rainbow and Home Oil, as public corporations.



Valuation and Fairness Opinion of Independent Financial Advisor

Appointment of Independent Financial Advisor

The Special Committee retained RBC-DS to provide a valuation of Scurry-Rainbow, in accordance with
Policy 9.1 and Policy Q-27, and a fairness opinion in respect of the Arrangement and generally to provide financial
advice to the Special Committee. The terms of reference of RBC-DS were subsequently expanded to include the
furnishing of the Liquidity Opinion (see “The Arrangement — Other Valuation Matters™).

RBC-DS is one of Canada’s largest investment banking firms with operations in all facets of corporate and
government finance, mergers and acquisitions, equity and fixed income sales and trading, investment research
and investment management. It is a leading provider of financial services to the oil and gas industry in the areas
of accessing debt and equity capital markets, mergers, acquisitions, divestments, restructurings, valuations and
fairness opinions.

The Special Committee determined that RBC-DS was qualified to prepare the valuation and provide the fairness
opinion in light of its credentials, experience and expertise (described under “Credentials of RBC Dominion
Securities” in the RBC-DS Report) and its independence from Scurry-Rainbow, Home Oil and their Affiliates
or Associates, for reasons which include the following:

(a) RBC-DS is experienced in the preparation of valuations and fairness opinions comparable to those
provided in this transaction,;

(b) RBC-DS is not an insider, associate or affiliate (as such terms are defined in the Securities Act (Ontario))
of Home Oil, Scurry-Rainbow or any associate or affiliate of either and neither RBC-DS nor any of
its affiliates is an advisor to Home Oil or any associate or affiliate thereof in respect of the Arrangement;

(c) the compensation payable to RBC-DS for all services rendered to the Special Committee is not dependent
on any arrangement or understanding which gives RBC-DS or any of its affiliates a financial incentive
in respect of the conclusions reached by RBC-DS or on the completion of the Arrangement;

(d) RBC-DS has represented to the Special Committee that there are no understandings, commitments or
agreements between RBC-DS, on the one hand, and Home Oil, Scurry-Rainbow or any associate or
affiliate thereof, on the other hand, with respect to future business dealings, although RBC-DS may
render financial advisory services for such persons in the future or may trade, as principal or agent,
in securities of Scurry-Rainbow or of Home Oil; and

(¢) in view of the past relationships between RBC-DS, on the one hand, and Home Oil, Scurry-Rainbow
or associates or affiliates thereof, on the other hand (which to the knowledge of the Special Committee
are accurately described under *“Independence of RBC Dominion Securities™ in the RBC-DS Report),
the Special Committee does not believe that there exists a potential for bias on the part of RBC-DS
in the performance of its services for the Special Committee.

Scurry-Rainbow has agreed to pay RBC-DS a fee of $150,000 for its services and has also agreed to reimburse
RBC-DS for reasonable out-of-pocket expenses incurred by it in the performance of its services and to indemnify
it in respect of certain liabilities which may be incurred by it in connection with its engagement.

RBC-DS Report

The following is a summary of the RBC-DS Report prepared and delivered by RBC-DS, which is qualified
in its entirety by the report, a copy of which is attached as Schedule C. Shareholders are urged to read the
RBC-DS Report in its entirety.

In preparing its valuation and fairness opinion, RBC-DS reviewed and relied upon certain financial and
operational information for Scurry-Rainbow, reports of consultants and publicly available information. RBC-DS
also conducted extensive interviews and discussions with Management, its independent oil and gas reservoir
engineering consultants and its auditors on the business, affairs, financial condition and prospects of Scurry-Rainbow.
RBC-DS relied upon and assumed the completeness, accuracy and fair presentation of the information and
representations it received. RBC-DS was granted full access to Scurry-Rainbow and Home Oil senior manage-
ment and was not, to the best of its knowledge, denied access to any information which might be material to
the views expressed by RBC-DS.
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The valuation has an effective date of June 30, 1993 and the fairness opinion is effective as of September 20,
1993. For the purposes of the valuation, RBC-DS defined ““fair market value™ as the highest price available in
an open and unrestricted market between informed and prudent parties, acting at arm’s length and under no
compulsion to act, expressed in terms of money or money’s worth without any downward adjustment to reflect
the fact that the Scurry Shares held by Minority Shareholders do not form part of a controlling interest. In preparing
its valuation, RBC-DS concluded that the net asset value approach was the most appropriate methodology to establish
the value of oil and gas companies similar to Scurry-Rainbow. This methodology received the most emphasis
in RBC-DS’s analysis and conclusions. In assessing the fairness of the Arrangement, RBC-DS reviewed the price
to cash flow multiples implied by the Arrangement to the price to cash flow multiples for a group of peer companies
to assess the reasonableness of the Arrangement in the context of current stock market valuations for Scurry-
Rainbow and similar companies. RBC-DS also compared the Arrangement to certain key variables arising from
a number of significant property asset acquisitions and share exchange corporate acquisitions in the oil and gas
industry during 1993.

RBC-DS considered the trading history of Scurry Shares on both an absolute basis and relative to the TSE
oil and gas producers index (the “TSE OGPI"). RBC-DS determined that the Scurry Share price appreciation
under performed the TSE OGPI since the spring of 1993 and that this under performance reflects the superior
growth characteristics displayed by a number of Scurry-Rainbow’s peers. The $26.50 consideration under the
Arrangement represents a premium of approximately 17.5% to the twenty day “unaffected’ average closing price
of $22.55 for Scurry Shares prior to the date of the announcement of Home Oil’s proposal and a 30.3 % premium
to the average closing price of $20.34 for the period from January 1, 1993 to the date of announcement of the
proposal. RBC-DS also reviewed the ratio of the TSE trading price of Scurry Shares to the trading price of Home
Shares. For the period from January 1, 1993 to September 20, 1993 the average of such ratio was 1.22. For
the ten trading days ended September 20, 1993 the weighted average trading price for Home Shares was $21.02
per share which, for purposes of illustration only would, when divided into $26.50, result in 1.26 Home Shares
for each Scurry Share.

RBC-DS determined that the fair market value of the Scurry Shares as at June 30, 1993 was in the range
of $23.00 to $26.40 per share and also determined that RBC-DS was not aware of any factor or circumstance
that would render such opinion inapplicable as at September 20, 1993.

RBC-DS provided an opinion that, as at September 20, 1993, the Arrangement is fair from a financial point
of view to the Minority Shareholders for the following principal reasons:

(i) the consideration to be received for each Scurry Share under the Arrangement exceeds the high
end of the valuation range for the Scurry Shares;

(ii) the valuation parameters implicit in the Arrangement compare favourably to those implicit in
precedent transactions and trading values of publicly traded peer companies;

(iii) the option to receive the Share Consideration provides the opportunity to defer capital gains and
to participate in the benefits of the combination of Home Oil and Scurry-Rainbow; and

(iv) Shareholders electing to receive Home Shares will enjoy a more liquid market than currently exists
for the Scurry Shares.

Recommendation of the Board of Directors

The Special Committee presented a report to the Board of Directors detailing the Special Committee’s
determinations and recommendations and the factors underlying its recommendations. After reviewing such report
and recommendations and the factors considered by the Special Committee, including the valuation conclusion
and fairness opinion of RBC-DS, the Board of Directors unanimously adopted the Special Committee’s
recommendations, determined that the terms of the Arrangement are fair to the Minority Shareholders, approved
the Arrangement Agreement and authorized the submission of the Arrangement to the Shareholders for approval.

The Board of Directors unanimously recommends that Shareholders vote in favour of the Arrangement
Resolution.

Four directors of Scurry-Rainbow are executive officers of Home Oil and one of such directors is also a
director of Home Oil.
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Other Valuation Matters

Scurry-Rainbow

The following information is included in this Circular because certain estimates of value of Scurry-Rainbow
may be considered to be *“prior valuations™ required to be disclosed under Policy 9.1 and Policy Q-27.

The management of Home Oil annually prepares a net asset evaluation of Home Oil, which is used for corporate
planning purposes and as a means of measuring changes in Home Oil’s assets. Included in each evaluation is
a net asset évaluation of Scurry-Rainbow. The net asset value attributed to Scurry-Rainbow in the evaluation as
at December 31, 1991 was $254.1 million ($18.87 per share) using a 12% discount rate in valuing Scurry-Rainbow’s
oil and gas reserves and $282.5 million ($20.99 per share) using a 10% discount rate, and in the evaluation as
at December 31, 1992 was $301.6 million ($22.40 per share) using a 12% discount factor and $339.0 million
($25.19 per share) using a 10% discount factor.

The management of Home Oil prepared a net asset evaluation of Scurry-Rainbow as at June 30, 1993 to
assist Home Oil in making its proposal to Scurry-Rainbow. The net asset value attributed to Scurry-Rainbow
in such evaluation was $296.8 million ($22.05 per share) using a 12 % discount rate in valuing Scurry-Rainbow’s
oil and gas reserves and $334.4 million ($24.84 per share) using a 10% discount rate.

The foregoing evaluations were not intended as assessments of the fair market value of the assets or shares
of Scurry-Rainbow, and were based upon various assumptions considered appropriate at the time and for the
purposes for which the evaluations were prepared. Accordingly, Shareholders are cautioned that the evaluations
may be of limited relevance in assessing the value of the Scurry Shares.

The management information circular of GW Utilities Limited (“GW”) dated February 8, 1993, relating
to the distribution of GW’s Home Shares to GW shareholders, contained reference to (i) material prepared by
The First Boston Corporation to assist GW and Gulf Canada Resources Limited in their efforts in 1992 to sell
their Home Shares (the “FB Material”) and (ii) a net asset evaluation of Home Oil, as at January 1, 1992, prepared
by GW'’s management (the “GW Material”). The FB Material included net asset evaluations of Home Qil ranging
between $789.1 million and $1,040.0 million as at December 31, 1992 ($726.9 million and $966.2 million as
at March 31, 1992), in the computation of which a “minority interest™ ranging between $45.0 million and $54.6
million as at December 31, 1992 ($44.7 million and $53.5 million as at March 31, 1992) was deducted. The
GW Material determined a value of $997 million for Home Oil, from which $59 million had been deducted for
“minority interest”. These “minority interests™ are presumed to represent values attributed to the aggregate of
the Scurry Shares not owned by Home Oil. Management has no knowledge of the basis upon which such amounts
were determined. Such circular stated that the evaluations in both the FB Material and the GW Material did not
comprise formal valuations, should not be relied upon as such, and that no person assumed responsibility for
their accuracy. In view of the nature of these evaluations, and the circumstances, purposes and dates of their
preparation, Management believes Shareholders should give no weight to these evaluations in assessing the value
of their Scurry Shares.

Copies of the net asset evaluations of Scurry-Rainbow, the FB Material and the GW Material described above
are available for inspection during normal business hours at the offices of Scurry-Rainbow, 1600 Home Oil Tower,
324 Eighth Avenue S.W., Calgary, Alberta, T2P 2Z5, and upon request a copy of such documents will be sent
to any registered shareholder upon payment of a nominal charge sufficient to cover printing and postage.

Home Qil

The alternative for Shareholders to receive Home Shares in exchange for their Scurry Shares was included
in the Arrangement at the request of the Special Committee in order to provide Minority Shareholders with the
opportunity to continue, indirectly, to participate in the earnings and activities of Scurry-Rainbow and to provide
certain Minority Shareholders with the ability to utilize a “roll-over” under Canadian tax laws. In connection
with the addition of such alternative, waivers were obtained from the Ontario Securities Commission and Quebec
Securities Commission from the valuation requirements of Policy 9.1 and Policy Q-27 applicable in respect of
the Home Shares as a result of the Arrangement being a related party transaction. The granting of such waivers
was based, in part, upon the Liquidity Opinion rendered by RBC-DS which was provided to such securities
commissions. The TSE also delivered a letter to such securities commissions indicating its concurrence with the
Liquidity Opinion. A copy of the Liquidity Opinion is attached hereto as Schedule D.

No valuation of the Home Shares has been prepared in connection with the Arrangement and the market
price of the Home Shares may exceed their intrinsic value.
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Details of the Arrangement

Scurry-Rainbow and Home Oil have entered into the Arrangement Agreement, a copy of which is attached
as Schedule B. The terms of the Arrangement are set forth in the Plan of Arrangement. The following description
of the Arrangement is qualified in its entirety by the Arrangement Agreement.

On the Effective Date, each of the events set forth below shall occur and be deemed to occur without further
act or formality:

(a) all Scurry Shares (other than Scurry Shares held by Home Oil and other than Scurry Shares held by
Shareholders who exercise their right of dissent and are ultimately entitled to be paid fair value for
such shares) shall be and shall be deemed to be transferred to Home Oil in exchange for, at the option
of the holder, either:

(i) $26.50 in cash for each Scurry Share; or
(ii) the number of Home Shares for each Scurry Share equal to $26.50 divided by the Home Share Price;

(b) with respect to each Scurry Share to which paragraph (a) applies:

(i) the holder thereof shall cease to be a holder of such share and such holder’s name shall be removed
from the register of Scurry Shares; and

(ii) Home Oil shall be, and be deemed to be, the transferee of such share and shall be entered in the
register of such Scurry Shares as the holder thereof; and

(c) all Scurry Shares held by Shareholders who exercise their right of dissent shall, if the holder is ultimately
entitled to be paid the fair value thereof, be deemed to be transferred to Home Oil in exchange for
such fair value or shall, if the holder is ultimately not so entitled to be paid the fair value thereof, be
deemed to be transferred to Home Oil in exchange for the Share Consideration (see ““The Arrangement
— Details of the Arrangement — Right of Dissent™).

The procedures for making an election are described under “The Arrangement — Details of the Arrangement
— Election Procedure”. If a Shareholder fails to properly make an election by the Election Deadline, the
Shareholder will be deemed to have elected to receive the Share Consideration.

Upon the Arrangement becoming effective, Scurry-Rainbow will become a wholly-owned subsidiary of Home
Oil. As a result, the TSE and AMEX listings and registration under Section 12(b) of the United States Securities
Exchange Act of 1934 for the Scurry Shares will be terminated. In addition, Scurry-Rainbow, if the required
applications are made, will no longer be subject to reporting requirements of applicable Canadian and United
States securities laws.

Conditions to the Arrangement Becoming Effective

The Arrangement is proposed to be carried out pursuant to Section 186 of the ABCA. In order for the Arrange-
ment to become effective, the following must occur:

(a) the Arrangement must receive the approval of Shareholders in the manner described below under
*“Shareholder Approval”;

(b) the Arrangement must be approved by the Court, as described below under “Court Approval; and

(c) all conditions precedent to the Arrangement as set forth in the Arrangement Agreement must be satisfied
or waived as stipulated therein and as generally described below under “Other Conditions of the
Arrangement”’.

Upon fulfilment of the foregoing conditions, the Board of Directors intends to cause articles of arrangement
to be filed with the Registrar together with such other material as may be required in order that the Registrar
may issue a Certificate of Amendment giving effect to the Arrangement.

Notwithstanding that the foregoing conditions are satisfied, Home Oil and Scurry-Rainbow may agree to
terminate the Arrangement Agreement (and consequently not proceed with the Arrangement) at any time before
or after the holding of the Special Meeting, but no later than the Effective Date, without any further action on
the part of the Shareholders.
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Shareholder Approval

For the Arrangement to be implemented, the Arrangement Resolution, the full text of which is set out in
Schedule A to this Circular, must be passed, with or without variation. The Interim Order provides that the majorities
required to pass the Arrangement Resolution shall be:

(a) two-thirds of the votes cast by all Shareholders present in person or by proxy at the Special Meeting; and

(b) a simple majority of the votes cast by Shareholders present in person or by proxy at the Special Meeting
after excluding the votes which, to the knowledge of Scurry-Rainbow, Home Oil and their respective
directors and senior officers, after reasonable inquiry, attach to Scurry Shares which are held, or are
beneficially owned or over which control or direction is exercised, directly or indirectly, by Related Parties.

There are 13,462,129 Scurry Shares outstanding, of which Home Oil owns 11,856,588 Scurry Shares (88.1%).
As at September 1, 1993, the directors and executive officers of Scurry-Rainbow and Home Oil beneficially owned,
directly or indirectly, an aggregate of 2,600 Scurry Shares. The directors and executive officers of Scurry-Rainbow
have stated their intention to vote their Scurry Shares in favour of the Arrangement Resolution. In the Arrangement
Agreement, Home Oil has covenanted to vote the Scurry Shares owned by it in favour of the Arrangement Resolution.
Accordingly, the voting requirements set forth in paragraph (a) above will be satisfied.

A form of proxy for voting at the Special Meeting accompanies this Circular. To be used at the Special
Meeting, a proxy must be deposited with Montreal Trust Company of Canada at its principal office in Calgary
not later than 4:30 p.m. (local time) on the last Business Day preceding the day of the Special Meeting.
Further information relating to the use of proxies is set forth under “Other Matters — General Proxy Information™.

The persons designated in the enclosed form of proxy, unless instructed otherwise, intend to vote in
favour of the Arrangement Resolution.

Court Approval

An Arrangement under the ABCA requires Court approval. Prior to the mailing of this Circular, Scurry-
Rainbow obtained the Interim Order providing for the calling and holding of the Special Meeting and other procedural
matters.

A copy of the Notice of Petition for the Final Order accompanies this Circular. Following approval of the
Arrangement Resolution by the Shareholders at the Special Meeting, Scurry-Rainbow will, subject to any conditions
not being satisfied which may prevent the completion of the Arrangement, make application to the Court for
the Final Order at 2:00 p.m. (Calgary time) on November 8, 1993 at the Court House, 611 Fourth Street S.W.,
Calgary, Alberta. At the hearing, any Shareholder and any other interested party who wishes to participate or
to be represented or present evidence or argument may do so, subject to filing with the Court and serving upon
the solicitors for Scurry-Rainbow a notice of appearance on or before November 1, 1993 and satisfying certain
other requirements.

Scurry-Rainbow has been advised by its counsel, Macleod Dixon, that the Court has broad discretion under
the ABCA when making orders in respect of the Arrangement and will consider, among other things, the fairness
of the Arrangement. The Court may approve the Arrangement either as proposed or as amended in any manner
the Court may direct, subject to compliance with such terms and conditions, if any, as the Court shall order.
However, if any amendments are made to the Arrangement, it is a condition of the completion of the Arrangement
that the Final Order be, in form and substance, reasonably satisfactory to Home Oil and Scurry-Rainbow.

Pursuant to applicable Canadian case law, in order to grant the Final Order the Court must conclude, among
other things, that the Arrangement, including its terms and conditions, is fair and reasonable (substantively and
procedurally) to all affected persons.

The Final Order will constitute the basis for an exemption from the registration requirements under the United
States Securities Act of 1933, as amended, with respect to the Home Shares to be issued pursuant to the Arrangement.
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Other Conditions of the Arrangement

The Arrangement Agreement provides that the respective obligations of Scurry-Rainbow and Home Oil to
complete the Arrangement are subject to the satisfaction or waiver of certain additional conditions, including
the following:

(a) the TSE shall have conditionally approved the listing of the Home Shares which may be issued pursuant
to the Arrangement, subject to compliance with the usual requirements of such exchange;

(b) all other consents, orders and approvals necessary or desirable for the completion of the Arrangement
shall have been obtained;

(c) there shall not be in force any order or decree making illegal, restraining or enjoining the completion
of the transactions contemplated by the Arrangement;

(d) none of the consents, orders or approvals required in connection with the Arrangement shall contain
terms or conditions or require undertakings or security deemed unsatisfactory or unacceptable by Scurry-
Rainbow or Home Qil, acting reasonably; and

(e) the Arrangement Agreement shall not have been terminated in accordance with its terms.

Under the Arrangement Agreement, Scurry-Rainbow and Home Oil have agreed that, until the Effective Date
or the time of termination of the Arrangement Agreement, whichever is earlier, they will not perform any act
or enter into any transaction or negotiation which interferes or is inconsistent with the proposed Arrangement.

Effective Date of the Arrangement

If the Special Meeting is held on November 8, 1993 as scheduled, and not adjourned, and the Shareholders
pass the Arrangement Resolution by the requisite majorities, and provided that no condition exists which would
prevent completion of the Arrangement, Scurry-Rainbow intends to apply to the Court on November 8, 1993
for the Final Order approving the Arrangement. If the Final Order is obtained on November 8, 1993 and the
other conditions contained in the Arrangement Agreement are satisfied or waived, Scurry-Rainbow expects that
the Effective Date will be November 8, 1993.

It is not possible, however, to specify when the Effective Date will occur. If the Arrangement does not become
effective on or before November 30, 1993, Home Oil may terminate the Arrangement Agreement and, in such
case, the Arrangement will not become effective.

Election Procedure

The election by a Shareholder as to the form of the Arrangement Consideration to be received in exchange
for his Scurry Shares may be made by depositing a completed Letter of Transmittal and Election Form indicating
the Shareholder’s election, together with the certificates representing the Scurry Shares in respect of which the
election is made (or a notice of guaranteed delivery in a form satisfactory to Scurry-Rainbow), with the Depositary
at any of the offices specified in the Letter of Transmittal and Election Form. To receive the Cash Consideration,
a Shareholder must make such deposit prior to the Election Deadline, being 4:30 p.m. (local time) on the
Business Day preceding the date of the Special Meeting.

Shareholders who do not deposit with the Depositary a duly completed Letter of Transmittal and Election
Form prior to the Election Deadline and otherwise fully comply with the requirements of the Plan of
Arrangement and the Letter of Transmittal and Election Form in respect of an election to receive the Cash
Consideration will be deemed to have elected to receive the Share Consideration for their Scurry Shares.
Shareholders should review the discussion under “Income Tax Considerations™ and consult their own tax advisors
before completing (or failing to complete) the election in the Letter of Transmittal and Election Form.

Any election made by a Shareholder must be in respect of all the Scurry Shares held by such Shareholder.

Any use of the mails to transmit share certificates and a Letter of Transmittal and Election Form is at the
risk of the Shareholder. If such documents are mailed, it is recommended that registered mail, with return receipt
requested, properly insured, be used. If the Arrangement is not proceeded with, all certificates representing Scurry
Shares received by the Depositary as aforesaid will be returned to Shareholders.

Shareholders who dissent and are ultimately not entitled to be paid the fair value for their shares will not
be able to elect to receive the Cash Consideration and will only be entitled to receive the Share Consideration.
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Entitlement to Cash and Share Certificates

Where a Shareholder has elected to receive the Cash Consideration for his Scurry Shares, Home Oil will
cause to be forwarded as soon as practicable following the Effective Date by first class mail (postage prepaid)
to the Shareholder, at the address specified in the Letter of Transmittal and Election Form, a cheque representing
the payment required to be made to such Shareholder. Such cheque will be in Canadian currency, unless the
holder requests in the Letter of Transmittal and Election Form that payment be made in U.S. funds, in which
case the cheque will be in U.S. currency. For such purpose, Canadian dollar amounts will be converted into
U.S. dollar amounts at the exchange rate on the Business Day immediately prior to the date of the issuance of
the cheque evidencing such payment as provided in the Arrangement Agreement.

Where a Shareholder has elected or is deemed to have elected to receive the Share Consideration for his
Scurry Shares, certificates representing the number of Home Shares issuable to such holder together with a cheque
in the amount, if any, payable to such holder for the fraction of a Home Share otherwise issuable, will be forwarded
to the Shareholder, at the address specified in the Letter of Transmittal and Election Form, by first class mail
(postage prepaid) as soon as practicable following the later of the Effective Date and the date of deposit with
the Depositary of a completed Letter of Transmittal and Election Form and the certificates representing such
Scurry Shares.

Where a certificate representing Scurry Shares has been lost, apparently destroyed or wrongfully taken, the
holder of such certificate should immediately contact the Depositary so that arrangements can be made to issue
a replacement share certificate to such holder upon such holder satisfying such reasonable requirements as may
be imposed by the Corporation in connection with the issuance of such replacement share certificate.

Home Oil Fractional Shares

No fractional Home Shares will be issued. Where a Shareholder elects or is deemed to have elected to receive
Home Shares and the aggregate number of Home Shares to be issued to such Shareholder would result in a fraction
of a Home Share being issued, such Shareholder will receive, in lieu of such fractional share, a cash payment
from Home Oil equal to such fraction multiplied by the Home Share Price.

Right of Dissent

Pursuant to the Interim Order, a Scurry Shareholder is entitled to dissent in respect of the Arrangement Resolution
and be paid the fair value of his Scurry Shares by Home Oil if the Arrangement is completed. In order to dissent
a Shareholder must provide Scurry-Rainbow with a written objection to the Arrangement Resolution at or before
the Special Meeting and otherwise comply with the steps set forth in Schedule H hereto. Any notice should be
addressed to the attention of the Corporate Secretary at the Corporation’s head office, 1600 Home Oil Tower,
324 Eighth Avenue SW., Calgary, Alberta, T2P 2Z5.

The rights of Shareholders to dissent are set forth in detail in Schedule H hereto. Any Shareholder
desiring to exercise the right to dissent should seek legal advice since failure to comply strictly with the
procedures set forth in Schedule H may prejudice his right.

Income Tax Considerations

The Arrangement will not result in any material income tax consequences (0 Scurry-Rainbow.

Canadian Federal Income Tax Matters

In the opinion of Macleod Dixon, counsel to Scurry-Rainbow, the following is a fair and adequate summary
of the principal Canadian federal income tax considerations pursuant to the Tax Act generally applicable to persons
who for the purposes of the Tax Act hold Scurry Shares as capital property. This summary is based upon the
current provisions of the Tax Act, the Income Tax Application Rules, 1971 (the “ITAR™), publicly announced
specific proposed amendments thereto and counsel’s understanding of the current administrative policies and practices
of Revenue Canada, Taxation. This summary does not take into account Canadian provincial or foreign income
tax legislation or considerations or, except for publicly announced proposed amendments to the Tax Act, any
changes to the law whether by legislative or judicial action.
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This summary is of a general nature only and is not intended to be, nor should it be construed to be,
legal or tax advice to any particular Shareholder. Therefore, Shareholders should consult their own tax
advisors with respect to their particular circumstances.

Residents of Canada
Exchange for Cash

Upon the disposition of a Scurry Share to Home Qil for cash, whether pursuant to the Arrangement or pursuant
to the exercise of a right of dissent, a capital gain (or a capital loss) will be realized to the extent that the proceeds
of disposition are greater than (or less than) the aggregate of the adjusted cost base of the Scurry Share and any
costs of disposition. Generally, the adjusted cost base of a Scurry Share will be the average cost to the Shareholder
of all Scurry Shares held by him at that time. Where all or a portion of a holder’s Scurry Shares were owned
by the holder on December 31, 1971 and thereafter without interruption until immediately before the exchange,
or are treated under the ITAR as having been so owned (i.e. in the case of certain non-arm’s length transfers),
the “tax-free zone" rules under the ITAR may apply in determining the holder’s adjusted cost base of those Scurry
Shares.

Three-quarters of a capital gain realized on the disposition of a Share (referred to as a taxable capital gain)
will be included in computing income. Three-quarters of a capital loss realized on such a disposition (referred
to as an allowable capital loss) may be deducted by a Shareholder from taxable capital gains realized in the year
of the disposition. Generally, an allowable capital loss which cannot be deducted in the year of the disposition
may be carried back three years and forward indefinitely and deducted against taxable capital gains.

Subject to certain limitations, an individual, other than most trusts, may claim a capital gains exemption in
respect of net capital gains realized after 1984 up to a cumulative lifetime limit of $100,000. The capital gains
exemption may only be claimed in respect of taxable capital gains in excess of the individual’s cumulative net
investment loss at the end of the year. Cumulative net investment loss is defined in the Tax Act as the amount
by which the aggregate of the individual’s investment expenses for each taxation year ending after 1987 exceeds
the aggregate of the individual’s investment income for each taxation year ending after 1987.

An alternative minimum tax will be payable by an individual, other than certain trusts, where the alternative
minimum tax computed in respect of adjusted taxable income is greater than the income tax otherwise determined.
Generally, the alternative minimum tax is computed at a federal rate of 17% of adjusted taxable income in excess
of a basic exemption of $40,000 and a basic minimum tax credit. Adjusted taxable income is computed, in part,
by adding certain amounts to taxable income otherwise determined. One such amount is the one-quarter of capital
gains that is not otherwise taxable. An individual’s liability for alternative minimum tax will depend upon the
amount of the individual’s income, the sources from which the income is derived, and the nature and amounts
of any deductions claimed.

Exchange for Home Shares

A holder who disposes of Scurry Shares in exchange for Home Shares will be deemed to have disposed of
the Scurry Shares for proceeds of disposition equal to their aggregate adjusted cost base immediately before the
exchange and to have acquired the Home Shares received on the exchange at a cost equal to that aggregate adjusted
cost base less any cash received in lieu of a fractional Home Share, unless the holder chooses to recognize a
capital gain or capital loss on the exchange.

A holder may choose to recognize a capital gain or capital loss on the exchange of Scurry Shares for Home
Shares by including the capital gain or capital loss in the holder’s income tax return for the taxation year in which
the exchange occurs. When the holder chooses to recognize a capital gain or capital loss, the holder’s proceeds
of disposition for the purposes of calculating a capital gain or capital loss arising as a result of the exchange
will be the aggregate of the fair market value of the Home Shares received on the exchange plus any cash received
in lieu of fractional Home Shares. Any capital gain or capital loss so arising will result in the same tax consequences
to the holder as described under “Residents of Canada — Exchange for Cash™.

17



Non-Residents of Canada

The following applies to Shareholders who are not resident in Canada, and who do not use or hold and are
not deemed to use or hold their Scurry Shares in, or in the course of, carrying on business in Canada.

A Shareholder who is not resident in Canada for the purposes of the Tax Act who disposes of his Scurry
Shares to Home Oil (whether pursuant to the Arrangement or pursuant to the exercise of a right of dissent) will
not be subject to tax under the Tax Act in respect of his capital gain (or be entitled to deduct an allowable capital
loss arising on the disposition) unless his Scurry Shares are “taxable Canadian property” for the purposes of
the Tax Act and he is not afforded any relief under an applicable tax treaty. A Scurry Share held by a non-resident
Shareholder will generally not be “‘taxable Canadian property’’ of the Shareholder. Subject to the foregoing, a
non-resident holder who disposes of Scurry Shares in exchange for Home Shares will be subject to the same
tax consequences as described under “Residents of Canada — Exchange for Home Shares™.

Interest Awarded to Dissenting Shareholders

In determining the fair value of a Dissenting Shareholder’s Scurry Shares, a court may, in its discretion,
award the Dissenting Shareholder a reasonable rate of interest on such amount from the Effective Date to the
date of payment to the Dissenting Shareholder. Where the Dissenting Shareholder is resident in Canada, any
interest awarded by a court will be included in the Shareholder’s income and excluded from the holder’s proceeds
of disposition of the Scurry Shares. Where the Dissenting Shareholder is not resident in Canada, interest will
be subject to Canadian withholding tax at the rate of 25% of the amount thereof unless the rate is reduced pursuant
to the provisions of an applicable tax treaty. The provisions of the Canada-U.S. Income Tax Convention generally
reduce the rate to 15%.

Certain U.S. Federal Income Tax Maltters

The following is a general discussion of the material United States federal income tax (“U.S. Tax™) consequences
of the Arrangement to Shareholders that are U.S. holders. A U.S. holder is defined as (i) an individual who
is a citizen or a resident of the United States, (ii) a corporation that is organized under the laws of the United
States or any state thereof, or (iii) an estate or trust, the income of which is subject to United States federal income
taxation regardless of its source. This discussion is based upon the Internal Revenue Code of 1986, as amended
(the “Code™), the Treasury Regulations promulgated thereunder and judicial and administrative interpretations
thereof, all as presently in effect, and is addressed to U.S. holders who hold Scurry Shares as capital assets.
The discussion may not be applicable to persons subject to special U.S. Tax regimes (such as financial institutions,
broker-dealers, insurance companies or tax-exempt organizations). Scurry-Rainbow has not requested a ruling
from the Internal Revenue Service with respect to the U.S. Tax consequences of the Arrangement.

This discussion is of a general nature only and is not intended to be, nor should it be considered to
be, advice to any particular Shareholder. Each U.S. holder is urged to consult its own tax advisor regarding
the U.S. tax and applicable state, local and other tax consequences of a sale of Scurry Shares.

Disposition of Scurry Shares to Home Oil Pursuant to the Arrangement

A disposition of Scurry Shares to Home Oil pursuant to the Arrangement is expected to be a taxable transaction
for U.S. Tax purposes, regardless of whether the Shareholder receives cash or Home Shares upon disposition.
A U.S. holder will recognize capital gain or loss on such a disposition of Scurry Shares equal to the difference
between its tax basis for the Scurry Shares disposed of and the U.S. dollar value of the Canadian dollars or Home
Shares received in exchange for such Scurry Shares. Any such gain will generally be U.S. source income.

Disposition of Scurry Shares to Home Oil Pursuant to the Exercise of Dissent Rights

For U.S. Tax purposes, a Dissenting Sharcholder should recognize a capital gain or loss on the Effective
Date equal to the difference between the U.S. dollar value of the amount realized by such Shareholder and such
Shareholder’s basis in his Scurry Shares. For this purpose, the amount realized generally should equal the U.S.
dollar value of the trading value per Scurry Share on the Effective Date. Ordinary interest income (or capital
loss) generally should be recognized by such Dissenting Shareholder upon the receipt of payment pursuant to
dissenter’s rights to the extent the U.S. dollar value of such payments exceeds (or is less than) the amount realized
by such Shareholder on the Effective Date (as described above).
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In addition, any portion of the amount received by a Dissenting Shareholder (including any Canadian tax
withheld) that constitutes interest awarded by a court will be taxable as ordinary income for U.S. Tax purposes
and any Canadian tax withheld from such interest will, subject to certain limitations and conditions (including
those relating to the amount of such Shareholder’s foreign-source income), be allowed as a credit against such
Dissenting Shareholder’s U.S. Tax liability or, alternatively, will be deductible in determining such Dissenting
Shareholder’s taxable income for U.S. Tax purposes. Income recognized by reason of a Dissenting Shareholder’s
disposition of its Scurry Shares generally will be characterized as foreign source income to the extent such income
constitutes interest.

Foreign Currency Issues

The U.S. dollar value of the Canadian dollars received by a U.S. holder that uses the cash method of accounting
for U.S. Tax purposes likely will be determined as of the date received, notwithstanding the date of disposition.
The U.S. dollar value of the Canadian dollars received by a U.S. holder that uses the accrual method of accounting
for U.S. Tax purposes will be determined as of the Effective Date.

In addition to the gain or loss described above, an accrual basis U.S. holder may recognize foreign currency
gain or loss (which will be ordinary income rather than capital gain) equal to the difference between the U.S.
dollar value of the Canadian dollars to be received pursuant to the Arrangement or the exercise of a right of
dissent (including any portion thereof representing interest awarded by a Court) (a) on the Effective Date or at
the time of a court decision, as the case may be, and (b) at the time of the receipt of the Canadian dollars. However,
an accrual basis taxpayer can elect to be treated similarly to a cash basis taxpayer with respect to foreign currency
transactions. Moreover, both cash and accrual basis taxpayers may recognize additional ordinary income or loss
measured by the difference between the U.S. dollar value of the Canadian dollars received (a) at the time of
receipt of the Canadian dollars, and (b) at the time such Canadian dollars are disposed of.

Expenses and Source of Funds

Home Oil will pay all costs and expenses incurred by Scurry-Rainbow in connection with the Arrangement,
except the costs and expenses relating to the Special Committee, including the fees of any advisors to the Special
Committee, which will be borne by Scurry-Rainbow. The costs to be incurred by Scurry-Rainbow are not expected
to exceed $250,000.

If all Shareholders elect the Cash Consideration, the total amount required to pay Minority Shareholders will
be approximately $42.5 million. The Cash Consideration to be paid by Home Oil will be funded by drawdowns
under committed bank facilities of Home Oil.
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PART II — INFORMATION CONCERNING SCURRY-RAINBOW

Corporate Background

Scurry-Rainbow was incorporated on February 5, 1954 under the Companies Act of Alberta. On July 5, 1983,
the Corporation was continued under the ABCA. The registered office and principal place of business of the
Corporation is 1600 Home Oil Tower, 324 Eighth Avenue SW., Calgary, Alberta, T2P 22Z5 and its telephone
number is (403) 232-7101. Home Oil owns approximately 88.1% of the issued and outstanding Scurry Shares.

General Development of Business

The Corporation resulted from the amalgamation in 1954 of Scurry Oils Limited and Rainbow Oil Limited.
During its first year of operation, Scurry-Rainbow conducted considerable exploration of its Alberta properties.
The Corporation also had extensive land holdings in Saskatchewan.

Over the next few years Scurry-Rainbow continued to have an aggressive exploration program in Alberta
and Saskatchewan. In 1957, the Corporation participated in Boundary Lake, the first oil field in British Columbia.
This was the beginning of Scurry-Rainbow’s activity in British Columbia which was enhanced by its merger with
Canadian Pipelines and Petroleums Ltd. in the spring of 1957. Drilling successes continued in northeastern British
Columbia — Beatton River, Milligan Creek, Peejay and Nancy. By mid 1963 Scurry-Rainbow held varying interests
in 150 oil wells and 33 gas wells in British Columbia.

Saskatchewan was also a major focus for the Corporation and in 1963 Scurry-Rainbow acquired Agawam
0il Co. Ltd. and a 50% interest in Minerals Ltd. Both these companies were active in Saskatchewan. That same
year Scurry-Rainbow increased its interests in the Alberta foothills when a 51% interest was acquired in Plains
Petroleums Limited.

The next ten years of Scurry-Rainbow’s history included both continuing exploration successes in western
Canada, and exploration efforts abroad. The Corporation did not limit itself to the pursuit of oil and gas. Ventures
included exploring for potash in Saskatchewan and sulphur in Nova Scotia and Bolivia, mining coal in the Crows
Nest Pass, Alberta, mining gold and silver in Nevada and exploring for petroleum in Turkey, western U.S., Alaska,
the North Sea and Great Britain.

In 1968, the Corporation acquired The Winnipeg Western Land Company and as a result obtained a land
position in Manitoba. In the late 1970°s Scurry-Rainbow began to exit from international activities and mining
to concentrate on oil and gas exploration in western Canada. In 1992, the Corporation initiated an aggressive
asset rationalization program designed to increase its interests in strategic properties while disposing of non-strategic
properties characterized by poor quality reserves, limited development potential, low productivity and high
operating costs.

Description of Business

The Corporation is presently engaged in the exploration for and the development and production of crude
oil, natural gas liquids and natural gas in western Canada. Substantially, all of the Corporation’s exploration,
development and production activities are conducted jointly with others. The Corporation is one of the larger
producers of crude oil in British Columbia, where it holds interests in, and operates, the West and East Eagle
Units and the West Stoddart field, all located near Fort St. John. The Corporation produces natural gas in British
Columbia and in Alberta, where it operates the North Coleman field, and holds oil and gas exploration interests
in all four western provinces. The Corporation also operates one and has interests in several other gas processing
plants. In addition, the Corporation has interests in undeveloped coal properties in Alberta and British Columbia.

Properties

Principal Oil and Gas Properties

The Corporation’s principal properties are comprised of producing oil and gas rights. The following table
sets forth, for each of the periods indicated, the average daily production or sales before royalties of those properties
which account for more than 60% of its crude oil and natural gas liquids production and natural gas sales in
the six months ended June 30, 1993:
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Six Months Ended

June 30, Year Ended December 31,
1993 1992 1991 1990
Crude Oil (Bbls)
West Eagle Unit, British Columbia .................. 1,216 1,333 1,184 1,311
East Eagle Unit, British Columbia .................. 913 1,083 1,051 1,021
West Stoddart, British Columbia .................... 623 740 669 715
Cecil/Royee:: Alberta e = sonss o sven & v owmn & Saotms ¥ 43 526 638 389 391
South Pierson, Manitoba .......................... 255 281 258 223
Hitchcock/Macoun, Saskatchewan ................... 239 327 432 644
Natural Gas Liquids (Bbls)
South Wapiti;: AIBErta o 5 ¢ e 2 5 v & s ¢ somsa y us 419 266 534 587
Karr, Alberta . ..., 250 268 228 123
Swan Hills Unit, Alberta .. ................c....... 149 89 — —
Border ' Montney Units: A&B (1) . covn « v o ¢ svnmsn s wa 93 58 3 -
Natural Gas (Mcf)
South Wapiti, Alberta .............. .. ... ... ....... 17,878 11,477 9,595 14,108
Border Montney Units A&B (1) ..................... 12,591 7,899 552 —
North Coleman, Alberta . .......................... 7,126 4276 5,584 5,355
Mistahiae, AIBerta: «.ovos & cavawn = smawin & moames © awwl @ @ i 5,036 2,469 2,363 739
Karr; Alberta o & s senns nimns s aaing § amns @ 50ne 4 o.a 4,950 5,173 4,158 3,249
Hamburg Unit, Alberta............................ 3,619 4,924 581 —
East Eagle Unit, British Columbia .................. 1,443 1,123 1,039 788
West Stoddart, British Columbia .................... 1,305 1,338 1,015 979
Note:

(1) previously named Ring/Border, Alberta/British Columbia

Wells

The following tables set forth the Corporation’s estimate of the number of oil and gas wells, in which the
Corporation holds a working interest, that were capable of production as at June 30, 1993 and December 31, 1992:

oil _ Gas Total
Gross Net Gross Net Gross Net
June 30, 1993
ATBEIA 5wy sicimi s & smian 5 Ssinim & 5 @0 § AT 4 1,510 49.1 719 60.5 2,229 109.6
British Columbia <o 5 ¢ saren o 5 s 5 somng ¢ nates & 344 101.5 170 45.0 514 146.5
Saskatchewan .............. ... ..., 75 12.1 13 1.7 88 13.8
Manitoba ........ ... 71 204 = — 71 20.4
Total ... .. e 2,000 183.1 902 107.2 2,902 290.3
December 31, 1992
Alberta . ... ... 1,227 57.9 752 60.5 1,979 118.4
British: Columbia:...; 5 «sees 5 ¢ v & simnss 5 awiine @ 347 94.0 163 42.5 510 136.5
SASKAtChOWATN . & wosvse ¢ vsmsies & vasuin & SoMh & ¥ 755 £ 1,742 66.9 13 1.7 1,755 68.6
MANHODA "0 . 5o aii 6 5 + smimir e o pmms s o sinie o s 72 20.4 = — 72 20.4
TORL .. .+ veconcs s wmivinie o enemmsans o srasass = = ssgrse o o seiuis o a 3,388 239.2 928 104.7 4,316 343.9
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0il and Gas Acreage

As at June 30, 1993 the Corporation owned 2,800,703 gross (1,012,039 net) acres of oil and gas leases and
1,660,438 gross (517,767 net) acres of reservations, licences and permits; included in this acreage was 685,728 gross
(109,560 net) acres from which production was, or was capable of, being obtained. As at December 31, 1992,
the Corporation owned 3,090,352 gross (1,130,239 net) acres of oil and gas leases and 2,335,837 gross (986,242 net)
acres of reservations, licences and permits. Total acreage includes 736,444 gross (114,763 net) acres from which
production was, or was capable of, being obtained. No deduction has been made from the gross or net acres
under reservations, licences, and permits to reflect that only a portion of this acreage may be converted to lease.

The following table sets forth the undeveloped and developed oil and gas landholdings of the Corporation,
as at each of the dates indicated:

June 30, December 31,
1993 1992 1991 1990
Gross Net Gross Net Gross Net Gross Net
(thousands of acres)

British Columbia . .........ccoovuinnnn 697 497 1,116 863 1,691 1,349 1,751 1,369
ATBEIEA oo v v oiare s wmrmin s o v v aie o saiali s § 5 1135 200 1,250 227 1,632 316 1,852 349
Saskatchewan . ..............c.oooe... 1,010 634 1,356 819 1,371 828 1,307 809
MERIODAL « & s o s o & s 5 o Havens o o 42 30 47 32 36 36 60 37
Total Western Canada . .. .............. 2,884 1,361 3,769 1,941 4,750 2,529 4,970 2,564
Northern Canada/Frontier ............. 891 59 921 61 1,167 81 2,297 137
Total Undeveloped ................... 3,775 1,420 4,690 2,002 5917 2,610 7,267 2,701
PEVEIOPEA! & & puive: 5 s & wnmnn s s 5w 686 110 736 115 764 114 777 115
TORAL., o 5 5 wis 5% e & §siskaie v S ¥ 6 4461 1,530 5426 2,117 6,681 2,724 8,044 2,816

0il and Gas Activities

Wells Drilled

The following table sets forth the exploration and development wells drilled, in each of the periods indicated,
in which the Corporation had a working interest:

Six Months Ended

June 30, Year Ended December 31,
1993 1992 1992 1991 1990 1989 1988
Gross Net Gross Net Gross Net Gross Net Gross Net Gross Net Gross Net

Exploratory

Ol ..ol i 4 1.50 1 225 2 0.43 6 0.75 9 2.74 5 2.28 27 5.33

1. [P 5 1.91 2 23 2 0.23 9 2.87 26 8.80 21 8.23 17 1.86

DEY s.cinie e 3 35 3 19 7.80 4 91 13 3.07 27 8.97 30 1045 26 4.64 43 6.78
Development

Oil ........... 12 1.65 16 3.80 30 6.64 32 5.56 59 10.41 59 10.07 86 13.54

GAS e v 9 1.78 1 17 3 0.42 10 1.56 27 7.71 8 1.58 10 1.70

Dy s 1 07 4 .81 7 1.15 6 1.37 6 L1535 1.10 18 4.85
Totdl! omcwinniss 50 14.71 28 6.17 57 11.94 90 21.08 157 41.26 124 27.90 201  34.06
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Capital Expenditures

The following table sets forth the capital expenditures incurred by the Corporation with respect to
exploration and development activities and the acquisition of proved properties and land for each of the periods given:

Six Months Ended

June 30, Year Ended December 31,
1993 1992 1992 1991 1990 1989 1988
(thousands of dollars)

EXPlOration v « v » « svaeie o s $ 8,551 $ 5,064 $ 9,265 $19.688 $33,648 $24,009 $25,789

Development - « st s s s v 8,164 6,375 11,265 20,394 29,218 18,378 16,860

Land acquisitions ............. 814 453 772 779 5,254 5,412 11,821

ONETE w5 ssen s o st & 4 SR 5 5 5 190 118 287 217 311 188 623

Exploration and development . . .. 17,719 12,010 21,589 41,078 68,431 47,987 55,093
Acquisitions of proved

PIOPELHES tusicsis 5 vieses i wssbiura o s 16,233 2,559 16,449 50 1,394 4,992 18,870

$33,952 $14,569 $38,038 $41,128 $69,825 $52,979 $73,963

Production and Sales

All of the Corporation’s oil and gas operations are conducted in Canada. The following table sets forth total
production or sales, by province, for each of the periods given, and daily average production volumes of crude
oil and natural gas liquids, and sales of natural gas. This table includes all volumes attributable to Scurry-Rainbow’s

interests before deductions for royalties.

Crude Oil Production (MBbls)
Alberta
British Columbia
Saskatchewan
Manitoba

Daily average production (Bbls)

Natural Gas Liquids Production (MBbls)
Alberta
British Columbia

Daily average production (Bbls)

Natural Gas Sales (Bcf)
Alberta
British Columbia
Saskatchewan

Daily average sales (MMcf)

Six Months Ended
June 30, Year Ended December 31,

1993 1992 1992 1991 1990 1989 1988

285 290 582 589 568 597 662
596 645 1,345 1,284 1,365 1,539 1,663
79 311 559 655 756 699 700
46 46 95 103 114 93 75
1,006 1,292 2,581 2,631 2,803 2,928 3,100
5,559 7,100 7,051 7,208 7,679 8,021 8,469
216 162 353 362 359 439 434
32 33 68 38 37 27 33
248 195 421 400 396 466 467
1,371 1,070 1,150 1,095 1,085 1,277 1,277
9.2 6.5 13.8 11.2 11.3 10.5 10.9
3.6 3.4 6.9 4.4 4.0 3.2 2.6
0.0 0.0 0.1 0.1 0.1 0.1 0.1
12.8 9.9 20.8 15.7 15.4 13.8 13.6

70.7 54.6 56.8 43.0 42.2 377 371
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Operating Revenue

The following table sets forth the percentage of the Corporation’s operating revenue contributed by crude
oil, natural gas liquids and natural gas for each of the periods indicated:

Six Months
Ended
June 30, Year Ended December 31,
1993 1992 1992 1991 1990
Crude 0il ... i 43% 57% 57% 65% 67 %
Natural gas liquids . ..., 8% 7% 7% 6% 6%
NATBLIBAS & vocros 5 & saerss & wowe w e o o - Ve § DL 5o 49% 35% 36% 26% 25%

Proved Reserves

Proved oil and gas reserves are the estimated quantities of crude oil, natural gas liquids and natural gas which
geological and engineering data demonstrate, with reasonable certainty, to be recoverable in future years from
known reservoirs under existing economic and operating conditions. The Corporation’s proved reserves are located
in Canada and are based on estimates made by the Corporation’s engineers.

The calculation of net proved reserves is based on the Corporation’s share of proved reserves after the deduction
of royalties. Royalties are calculated on the basis of royalty regulations in effect on the dates the estimates were
made. Royalty rates vary depending on well production volume, selling price, type and location of well, recovery
method and date of discovery.

Proved developed reserves are reserves that can be expected to be recovered through existing wells with
existing equipment and operating methods at current economic conditions.

The following table presents the Corporation’s proved reserves and changes therein of crude oil, natural
gas liquids and natural gas for the periods indicated:

Six Months
JE:S g%, Year Ended December 31,
1993 1992 1991 1990
Gross Net Gross Net Gross Net Gross Net
Crude Oil (MMBDIs)
Beginning of period ............... 15.3 12.9 18.2 15.1 22.6 18.7 22.8 18.7
Extensions and discoveries ......... 0.2 0.2 0.7 0.5 1.5 1.2 1.3 1.0
Revisions and improved recovery . . .. 0.1 — (0.5 (0.2) (3.0 (2.9 15 1.4
Purchase of reserves in place ....... 1.7 1.4 1:5 1.3 — — 0.1 0.1
Sale of reserves in place ........... 3.2 @7 @0 1.7 0.3 0.2 (0.3) (0.2
Production . ..........ccouivinn.. (1.0 @©.8% 26 @1 26 21 28 2.3
End of period! . ineis b s o smesszuon o oae 13.1 11.0 15:3 12.9 18.2 15:1 22.6 18.7
Beveloped .. . « cnnmwrc sromisn s sasiuzaie o 112 9.4 13.6 11.4 16.6 13.7 19.1 15.9
Uiideveloped : : v vs sonis o s v s 1.9 1.6 1.7 1.5 1.6 1.4 3.5 2.8

13.1 11.0 15:3 12.9 18.2 15.1 22.6 18.7
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Six Months

JE:: 3%, Year Ended December 31,
1993 1992 1991 1990
Gross Net Gross Net Gross Net Gross Net
Natural Gas Liguids (MMBDbls)

Beginning of period ............... 7.0 6.2 7.3 6.4 7.0 59 7.5 6.5
Extensions and discoveries ......... 0.4 0.3 0.1 0.1 1.3 1.2 1.0 0.9
Revisions and improved recovery . . .. — (0.1) (0.2) (0.1) - — (1.1 (1.2)
Purchase of reserves in place ....... 0.2 0.2 0.3 0.3 — - — —
Sale of reserves in place ........... (0.2) 0.1) (0.1 0.) (0.6) (0.5) — —
Production ....................... 02 02 @©49 @©04 @©4 @©2) @©4 (0.3
End of period .................... 72 63 70 62 73 64 70 59
Developed ....................... 3:3 4.8 8.9 5.0 6.1 5.3 5.9 5.
Undeveloped ... - « v » o cusam s o snies 1.7 A3 1.3 12 oL Al 1.1 0.9

72 63 10 62 13 64 10 59

Natural Gas (Bcf)

Beginning of period ............... 338 289 358 292 355 288 297 243
Extensions and discoveries ......... 8 7 3 2 26 21 64 52
Revisions and improved recovery . . .. 8 3 (6) 9 (5) 3) 8 5
Purchase of reserves in place ....... 14 12 17 15 — —_ 3 2
Sale of reserves in place ........... (11) 9) (13) (11) (2) (1) 2) (1)
SAIER S 5 v 5% 5 % 5550 5 osirimne = memmims = o as _an @n _agy dae (13  asy 13
End of period .................... 344 291 338 289 358 292 355 288
Developed ....................... 232 196 229 196 253 206 218 177
UDABVEIOPET . . o.vvovin 5 wiminssn . sraven 5 4 1uz2 9 109 9 105 8 137 111

344 291 338 289 358 292 355 288

The Corporation is not aware of any recent major discovery or other favourable or adverse event that is believed
to have caused a significant change in the estimated proved reserves.

Probable Reserves

Probable reserves are those reserves which analysis of drilling, geological, geophysical and engineering data
does not demonstrate to be proved under current technologies and existing economic conditions, but where such
analysis suggests the likelihood of their existence and future recovery. The Corporation’s probable reserves are
based on estimates made by Home Oil’s engineers.

The following table sets forth the Corporation’s gross probable reserves of crude oil, natural gas liquids and

natural gas as at each of the dates indicated:

Crude Oil (MMBbIs)
Natural Gas Liquids (MMBDls)
Natural Gas (Bcef)

June 30, December 31,

1993 1992 1991 1990
9.2 10.2 9.8 12.1
4.2 4.0 4.0 5.2

197 193 192 203
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Environmental Matters

Scurry-Rainbow believes that its facilities and operations comply in all material respects with all applicable
governmental regulations relating to safety and environmental protection. Scurry-Rainbow’s activities are largely
conducted pursuant to the terms of licences, permits or other specific authorizations granted under law, regulation
or directive by applicable governmental agencies. The terms of each grant specify, either directly or indirectly
by reference to general or specific standards, environmental protection measures to be taken by Scurry-Rainbow
in the design, construction and operation of facilities, or the preparation for and conduct of activities.

Scurry-Rainbow has estimated its future liability for abandonment and restoration and has been recording
this liability in accordance with the recommendations of the Canadian Institute of Chartered Accountants whereby
these costs are accrued using the unit of production method. As at December 31, 1992, total costs were estimated
at $14.0 million, of which $3.8 million (1991 — $3.1 million) had been accrued and was recorded as a liability.
During 1992, $0.8 million (1991 — $0.2 million) was included in depletion, depreciation and amortization expense
using the unit of production method, increasing the liability, and $0.1 million (1991 — $0.2 million) of actual
site restoration costs were incurred, reducing the liability.

Scurry-Rainbow is not aware of any environmental protection measures required, or any unusual contingent
environmental liabilities, of Scurry-Rainbow which are not common to participants generally in Scurry-Rainbow’s
industry segment.

Mining Properties

The Corporation’s mining assets comprise undeveloped metallurgical and thermal coal reserves in British
Columbia and Alberta. The total mineable reserves in place at December 31, 1992 are presented in the following table:

Total Probable Reserves (millions of short tons):

EIK RIVET . . ot oot e e e e e ee s 360
BlaimmoOre . . . oo v e e s _69
420

The Elk River property, in which the Corporation has a 10% working interest, is located in southeast British
Columbia, while the Blairmore property, in which the Corporation has a 50% working interest, is in southwest
Alberta. The Corporation also owns various other thermal coal properties in central and southwest Alberta. There
are no plans to develop any of the coal properties at this time and any future development will be dependent
on improved coal markets.

As at June 30, 1993 the Corporation held 54,061 gross (25,948 net) acres of mining leases. As at December 31,
1992, the Corporation held 65,140 gross (31,487 net) acres of mining leases.

Financial Statements

The audited financial statements of Scurry-Rainbow for the year ended December 31, 1992, including the
auditors’ report and management’s report thereon, and the unaudited condensed financial statements of Scurry-
Rainbow for the six month period ended June 30, 1993 are contained in Schedule E to this Circular.

Management’s Discussion and Analysis

The text of the information which appeared in the Corporation’s 1992 Annual Report under the heading
“Management’s Discussion and Analysis™ is repeated in Schedule E. It should be considered and read in conjunction
with the information set forth under the heading “Recent Developments™ which is applicable to the six month
period ended June 30, 1993.

Recent Developments

This section addresses changes to the Corporation’s assets, operations and activities which occurred subsequent
to December 31, 1992 and prior to June 30, 1993, unless otherwise noted. It should be considered and read in
conjunction with the unaudited condensed financial statements of Scurry-Rainbow for the six month period ended
June 30, 1993 contained in Schedule E to this Circular.
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During the six months ended June 30, 1993 higher gas sales, improved prices and reduced operating expenses
resulted in earnings of $5.7 million compared with $3.5 million earned during the same period last year. Cash
flow from operations of $24.6 million in the first half of 1993 represents a 22 % increase from the corresponding
period in 1992. Higher natural gas revenue and reduced operating expenses more than offset lower crude oil
production and higher taxes.

Revenues for the six months ended June 30, 1993 totalled $39.2 million, up $5.0 million from the same
period last year. Natural gas revenue increased 60% to $19.1 million as a result of significantly higher prices
and volumes, while crude oil revenue of $16.6 million was down $3.0 million as higher prices did not offset
a decline in volumes. Natural gas liquids revenue increased to $3.2 million from $2.4 million last year as a result
of higher prices and volumes. Sulphur production is currently being stockpiled as world oversupply has forced
prices below transportation and marketing costs.

Operating expenses of $7.6 million for the first six months of 1993 were $1.2 million lower than the same
period in the previous year and declined 16% on a unit basis. Operating costs averaged $2.97 per BOE for the
first six months of 1993. This compares with $3.52 during the same period last year and reflects the disposition
of high operating cost properties, increased gas sales and operating efficiency gains. General and administrative
expenses of $2.6 million were slightly higher than last year as cost reductions from downsizing and efficiency
programs were more than offset by lower recoveries from joint venture partners and modest increases in safety
and environmental costs. Depletion, depreciation and amortization expenses increased by $2.5 million due to
higher production levels and an increase in the depletion rate to $5.42 from $5.05 per barrel of oil equivalent
(based on a 6:1 conversion ratio).

Exploration and development expenditures for the six month period totalled $17.7 million, compared with
$12.0 million last year reflecting the more favourable outlook for natural gas. During the first six months of
1993, the Corporation participated in drilling 50 gross (15 net) working interest wells, compared with 28 gross
(6 net) wells in the same period last year. This activity resulted in 30 gross (7 net) successful wells drilled in
the first six months, compared to 20 gross (4 net) successful wells in the same period one year ago. Of the successful
wells drilled in the six months ended June 30, 1993, 4 and 5 were oil and gas exploration discoveries, respectively,
and 12 and 9 were oil and gas development wells, respectively.

Property acquisitions totalled $16.2 million including the acquisition of a 100% interest in developed acreage
adjacent to the Corporation’s operated Mistahae natural gas property in Alberta, and interests in Border Montney
Units A&B and the Mitsue Gilwood Unit. The sale of nonstrategic assets generated proceeds of $23.3 million
including $15.1 million from the sale of 50 nonstrategic properties, containing approximately 800 wells, located
primarily in southeastern Saskatchewan. A number of property swaps, valued by the Corporation, at $2.7 million
were completed in the period.

Crude oil production averaged 5,559 Bbls per day during the first six months of 1993, a decline of 1,541 Bbls
per day from one year ago. The reduction is primarily attributable to the disposition of nonstrategic properties,
partially offset by the acquisition of additional interests in the Mitsue Gilwood Unit and West Stoddart during
the second quarter. Refinery closures in the Vancouver, British Columbia area have necessitated changes in marketing
practices for the Corporation’s B.C. light crude oil. Beginning on April 1, 1993, Scurry-Rainbow commenced
selling its B.C. light crude to a U.S. refinery, in the Anacortes area of the State of Washington, under a one
year contract.

Natural gas liquids production during the first half of 1993 averaged 1,371 Bbls per day, an increase of 301 Bbls
per day from last year due to increased gas sales.

Natural gas sales for the six months ended June 30, 1993 averaged 70.7 MMcf per day, an increase of 16.1 MMcf
per day from the first half of 1992. The increased production resulted primarily from new wells at South Wapiti
and Mistahae and additional discretionary sales in response to improved prices. The Corporation’s natural gas
from the North Coleman field is processed through a plant owned and operated by a third party pursuant to an
agreement in principle recently reached by the Corporation with the plant owner on the key provisions of a new
long term custom processing contract. In August 1993, Scurry-Rainbow entered into an agreement in principle
with Pacific Gas and Electric Co., Pacific Gas Transmission Co. and Alberta and Southern Gas Co. Ltd. (“A&S"™).
Under that agreement, Scurry-Rainbow has agreed in principle to accept a payment of U.S. $3,000,000 as compen-
sation for the early termination of certain gas purchase agreements between Scurry-Rainbow and A&S. Payment
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of the U.S. $3,000,000 to Scurry-Rainbow, currently scheduled for November 1, 1993, is subject to the satisfac-
tion of certain conditions, including receipt of required regulatory approvals and the execution of formal
documentation.

Scurry-Rainbow’s crude oil price averaged $20.21 per Bbl for the six month period. The 7% improvement
over the same period last year reflected a weaker Canadian dollar and an overall improvement in the quality of
oil produced as a result of asset rationalization activities, partially offset by a modest decrease in the West Texas
Intermediate price. Natural gas prices remained strong during the first half of 1993 averaging $1.73 per Mcf,
an increase of 30% from the $1.33 per Mcf received one year ago.

Capitalization
The following table summarizes the capitalization of the Corporation as at June 30, 1993 in thousands of dollars:

Share Capital

Preferred
Authorized — 100 million shares
TsSuEd — AL ¢ i o o sivee & vosumess ¢ peress & Viatorsss « suerass o wssEes ¥ $ -
Common
Authorized — 200 million shares
Issued — 13,462,129 shares . ........vviiiiiunenrennnns 10,922
Cantributed BUrpus:. s« v = s o v asvswer o ssssnss o simsmeen 3ovisens 8 23,334
Bétained Fabninis - » swess somss 5 wmms o nan o ewm & « ssse o cogaecs 206,638

$240,894 (2)

Notes:
(1) The Corporation has no long term debt and has in place unutilized unsecured bank lines of credit of $40 million.

(2) In addition, as at June 30, 1993 the Corporation had deferred taxes of $122,175,000, deferred production revenue of $232,000
(all of which is due within one year), and a site restoration accrual of $4,138,000.

Description of Share Capital

The authorized share capital of the Corporation consists of 200 million common shares and 100 million preferred
shares, all of no par value. There are 13,462,129 Scurry Shares issued and outstanding. No preferred shares
have been issued by the Corporation.

The common shares entitle the holders thereof to one vote for each common share held at all meetings of
Shareholders, except meetings at which only holders of another specified class or series of shares are entitled
to vote separately as a class or series. Subject to the rights of holders of shares ranking senior to the common
shares, holders thereof are entitled to receive any dividends declared thereon by the Board of Directors and to
receive the remaining property of Scurry-Rainbow in the event of its liquidation, dissolution or winding-up.

The preferred shares are issuable in series, with the Board of Directors being authorized to fix the number
of shares comprising each series and the designation, rights, privileges, restrictions and conditions attaching to
the shares of each series. The preferred shares of all series have preference over the common shares and any
other shares ranking junior to the preferred shares with respect to payment of dividends and distribution of the
assets of Scurry-Rainbow on liquidation, dissolution or wind-up.
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Stock Exchange Listings and Trading of Scurry Shares

The Scurry Shares are listed on the TSE and AMEX under the symbols “SCR” and “SRB”, respectively.
The following table shows the volume of trading and price range for Scurry Shares during each of the periods
indicated:

The Toronto Stock Exchange American Stock Exchange
Prices Prices
(Canadian Dollars (U.S. Dollars
per Scurry Share) per Scurry Share)
Volume Volume
High Low (Shares) High Low (Shares)
1991
TSt QUATTET s smimins's samng & seum & 5 243, 22%, 51,724 21% 193, 47,300
2nd quarter. ............. ... 23 24Y, 22,478 21% 20% 18,400
3rdquarter .. ........... L. 247 22% 17,907 213% 19%, 15,600
SthiiquAarter i « o v o o swran + soiees o5 224 17% 33,335 20 144, 40,700
1992
LSt QUATIET oo s sniin = i o mobiiit o - 17% 16Y; 22,377 15% 14% 17,700
2nd quarter. . ......... ..o 173% 16 11,293 147% 133 12,500
A QRATTET v v wnzins @ = bz + o o a4 17Y% 16 82,217 143 13% 46,100
Ath quarter'.cus « comid v e s o sens o 17% 16 75,883 14% 12 76,100
1993
Istquarter ............coueennnn.. 18 16% 328,671 14%, 123, 199,400
AP oo o cvvusene ¢ e veasizan o suswsms s o 224, 18 29,270 17% 14 30,200
MAY: oo o ssgsvese & gmpenes @ vl 3 & wwagm 3 4 24 224, 6,333 18% 17% 13,600
JUNCL s & aeams = st & & alas & 2 3a55 5 4 24 23 13,646 19 18 35,900
T Vo & 5 5o § Shaks 3 fahs & weliv & o 23% 22 23,872 18% 17 3,700
August ... 30 26Y, 16,815 24y 17 105,600
September (to September 23) ........ 28 26Y% 20,431 213% 19% 30,800

On July 29, 1993, the last day on which Scurry Shares traded on the TSE prior to the date of the announcement
of the proposed transaction the closing price was $22 per share and on August 3, 1993, the last day on which
Scurry Shares traded on AMEX prior to the date of such announcement, the closing price on AMEX was U.S. $17
per share. On September 17, 1993, the last day on which Scurry Shares traded on the TSE prior to the date of
this Circular, the closing price was $26%: and on September 22, 1993, the last day on which the Scurry Shares
traded on AMEX prior to the date of this Circular, the closing price was U.S. $20.

Dividend Policy

The following table sets forth the dividends per Scurry Share paid by Scurry-Rainbow in Canadian dollars
and in U.S. dollars, translated at the rates of exchange in effect at each respective payment date:

Six Months Ended

June 30, Year Ended December 31,
1993 1992 1991 1990 1989 1988
Canadian dollars . . .................. $0.25 $0.50 $0.50 $0.50 $0.50  $1.00
US.dollars ....................... 0.20 0.43 0.43 0.43 0.42 0.81

All dividends have been declared payable to Shareholders of record on each of January 1 and July 1. The
Board of Directors has not established a policy with respect to the payment of dividends by the Corporation.
However, if the Arrangement is not consummated, it is expected that dividend payments similar to those of preceding
periods will continue.
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Directors and Senior Officers

Directors

The following table sets forth the name, principal municipality of residence of each of the directors of the
Corporation, his present principal occupation and his principal occupations during the past five years:

Present Principal Occupation or Employment and
Principal Occupations for the Five Year Period
Name Municipality of Residence Ended September 1, 1993

Robert G. Black (1) (3) Calgary, Alberta Barrister and Solicitor, Associate Counsel
to McCarthy Tétrault, Barristers and
Solicitors; prior to 1993, Counsel, and
prior to 1991, Partner of that firm.

Fred Callaway Calgary, Alberta Vice President, Corporate of Home Oil
(oil and gas exploration and production
company) since 1990. (2)

Allen R. Hagerman * Calgary, Alberta Vice President & Chief Financial Officer
of Home Oil since 1991; prior thereto
Vice President, Finance of Interhome
Energy Inc. (“Interhome™) since 1990;
prior thereto Vice President and Treasurer
of Interhome.

Andrew P. Holder Calgary, Alberta Vice President, Exploration of Home Oil
since 1990. (2)

Brian F. MacNeill (1) (3) Edmonton, Alberta President & Chief Executive Officer of
Interprovincial Pipe Line System Inc.
(crude oil and liquids pipeline
transportation company) since 1991; prior
thereto Executive Vice President of
Interhome and Chief Operating Officer of
Interprovincial Pipe Line Company, a
division of Interhome since 1989; prior
thereto Vice President, Finance of

Home Oil.
Stanley G. Olson (1) (3) Spokane, Washington Corporation Director.
David E. Powell Calgary, Alberta President & Chief Executive Officer of

Home 0Oil since 1991. (2)

E. Gordon Sheasby (1) (3) Calgary, Alberta Corporation Director since 1990; prior
thereto Vice President, Law of Interhome
(oil and gas exploration and crude oil
pipeline company).

Notes:
(1) Member of the Corporation’s audit committee.
(2) Prior thereto in senior management or executive capacities with that company or its Affiliates since 1988,

(3) Member of the Special Committee.
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Senior Officers

The following table sets forth the name of each of the senior officers, each of whom is an executive officer
of the Corporation, his current office with the Corporation and his principal occupations for the past five years:

Name (1)
David E. Powell

Fred Callaway

Douglas E. Deakin

Stewart D. Gossen

Allen R. Hagerman

Andrew P. Holder

Richard C. Osborne

Robert M. Perrin

Bruce W. Sherley

Notes:

Current Office (2)

President & Chief
Executive Officer

Vice President,
Corporate

Corporate Secretary

Vice President, Property
Consolidation

Vice President & Chief
Financial Officer

Vice President,
Exploration

Vice President,
Marketing

Vice President &
General Counsel

Vice President,
Production

(1) All such officers are ordinarily resident in Calgary, Alberta.
(2) Unless otherwise noted, all such officers were elected or appointed to their current positions in 1991.
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Current Principal Occupation and Principal
Occupations for the Five Year Period Ended
September 1, 1993

President & Chief Executive Officer of
Home Oil since 1991; prior thereto
Executive Vice President and Chief
Operating Officer of Home Oil.

Vice President, Corporate of Home Oil
since 1990; prior thereto Vice President,
International Operations of Home Oil.

Corporate Secretary of Home Oil since
1991; prior thereto General Manager,
Corporate Planning of Home Oil.

Vice President, Property Consolidation of
Home Oil since December, 1992; prior
thereto General Manager, Property
Consolidation of Home Oil since May 1992;
prior thereto, Director, Asset Optimization
since 1991; prior thereto, General
Manager, Information Systems of Home
Oil since 1989; prior thereto, Director,
Business Development of Interhome.

Vice President & Chief Financial Officer
of Home Oil since 1991; prior thereto
Vice President, Finance of Interhome
since 1990; prior thereto Vice President
and Treasurer of Interhome.

Vice President, Exploration of Home Oil
since 1990; prior thereto Vice President,
Canadian Exploration of Home Oil.

Vice President, Marketing & Pipelines
of Home Oil since 1991; prior thereto
General Manager, Marketing of Home Qil.

Vice President & General Counsel of
Home Oil since September 1991; prior
thereto Vice President, Law and
Corporate Secretary of Home Oil since
May 1991; prior thereto Corporate
Secretary of Interhome.

Vice President, Production of Home Qil
since 1991; prior thereto General Manager,
Operations of Home Oil since 1990; prior
thereto General Manager, International
Exploration of Home Oil.



Executive Compensation

Cash Compensation of Officers

There are nine senior officers of the Corporation and no cash or non-cash compensation was paid by the
Corporation to them for the year ended December 31, 1992. No cash or non-cash compensation is expected to
be paid to such officers in 1993.

Cash Compensation of Directors

The Corporation pays to each director an annual retainer of $6,000 and an additional retainer of $1,500 per
annum to the Chairman of the Audit Committee. Each director is also paid a fee of $500 for each meeting of
the Board of Directors or a committee thereof attended by him. Fees are not paid to directors who are officers
or employees of the Corporation. Travelling and living expenses incurred by directors while attending meetings
of the Board of Directors or a committee thereof are reimbursed by the Corporation.

Retainer and meeting fees paid to all directors, as a group, in respect of the calendar year ended December 31,
1992 amounted to $63,500.

Directors’ and Officers’ Insurance

The Corporation participates in the maintenance of insurance for the benefit of the Corporation and its directors
and officers as a group, in respect of the performance by them of the duties of their offices. The amount of insurance
purchased is U.S. $25 million with a U.S. $1 million deductible in respect of each claim. There is no individual
deductible for directors and officers. The premium allocated to and paid by the Corporation for the twelve month
period ended December 31, 1992 was $28,950. The premium is paid without distinction as to directors as a group
or officers as a group and the total cost of this insurance is paid by the Corporation.

Management Agreement

The management functions of the Corporation are performed by its Board of Directors and Management.
The Corporation does not have any employees. Under an agreement, terminable by either party, Home Oil has
furnished certain management, technical and administrative services to the Corporation at cost. Payments made
by the Corporation to Home Oil for such services for the year ended December 31, 1992 aggregated $14,144,000
and for the six months ended June 30, 1993 the payments aggregated $6,953,000. The Corporation has been
indebted to Home Oil in respect of such services, from time to time since December 31, 1992, the largest total
of such indebtedness being $1,343,000 on April 30, 1993,

In 1992, Home Oil effected a downsizing program affecting approximately 10 per cent of its head office
staff in response to unfavourable economic conditions and lower activity levels prevailing in the oil and gas industry.
The Corporation’s share of the cost of the downsizing was $594,000.

The Corporation borrows from and advances to Home Oil various amounts, depending on the Corporation’s
cash balances. The amounts borrowed or advanced are repayable on demand and bear interest at }js% above
Home Oil’s cost of funds. During the calendar year 1992, the largest borrowing from Home Oil was $16,000,000,
which was outstanding for the period January 17, 1992 to January 21, 1992. During the six months ended
June 30, 1993, the largest borrowing was $14,000 which was outstanding for the period January 5, 1993 to
January 24, 1993. There were no outstanding borrowings at December 31, 1992 and June 30, 1993. During the
calendar year 1992, the largest advance to Home Oil was $14,086,000, which was outstanding for the period
December 24, 1992 to December 28, 1992. On December 31, 1992 such advances totalled $6,186,000. During
the six months ended June 30, 1993 the largest advance to Home Oil was $19,900,000 which was outstanding
on June 28, 1993. On June 30, 1993 outstanding advances totalled $14,800,000.
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The Corporation and Home Oil are active in the business of exploring for and producing crude oil, natural
gas and natural gas liquids and sulphur. In the course of such business the Corporation and Home Oil may, from
time to time, enter into joint venture agreements, the terms of which are similar to other agreements within the
industry, to conduct such activities. The Corporation has also entered into agreements with Home Oil whereby
Home Oil markets the Corporation’s crude oil as well as sulphur, ethane, propane, and butane produced from
certain gas plant facilities in the provinces of Alberta and British Columbia. No interest has been charged or
paid in respect of any indebtedness under the above agreements as accounts are settled on a current basis. Scurry-
Rainbow was indebted to Home Qil in respect of all such activities in the amount of $460,000 and $663,000
on December 31, 1992 and June 30, 1993, respectively.

Auditors, Registrars and Transfer Agents

The auditors of Scurry-Rainbow are Price Waterhouse, Chartered Accountants, 1200, 425 - 1st Street SW.,
Calgary, Alberta.

The registrars and transfer agents of Scurry-Rainbow are Montreal Trust Company of Canada at its principal
offices in Calgary, Toronto, Montreal and Vancouver and The Bank of New York (co-transfer agent and co-registrar)
at its office in New York City, N.Y.
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PART III — INFORMATION CONCERNING HOME OIL

In this Part III, references to Home Oil mean Home Oil together with its Subsidiaries (including Scurry-
Rainbow), unless the context otherwise requires. All information relating to the assets and operations of
Home Oil include the assets and operations of Home Oil and its Subsidiaries. All Subsidiaries are wholly-
owned except for Scurry-Rainbow, which is approximately 88.1% owned. Home Oil’s 50% interest in Federated
Pipe Lines Ltd., which Home Qil operates, is accounted for using the equity method.

The information relating to Home Oil contained in this Circular has been prepared by Home Oil and provided
to Scurry-Rainbow for inclusion in this Circular or taken from publicly available documents.

Corporate Background

Home Oil is a corporation resulting from the amalgamation (the *“Amalgamation”) of Home Oil Company
Limited (“Old Home™) and 2684713 Canada Inc. (*‘Newco™) pursuant to a plan of arrangement under section
192 of the Canada Business Corporations Act (the “CBCA”) involving Interhome Energy Inc. (“‘Interhome”),
its shareholders, Old Home and Newco, which arrangement was effective May 1, 1991. Prior thereto, and since
December 1986, Old Home was a wholly-owned Subsidiary of Interhome. Information contained in this Circular
relating to Home Oil represents the operations, assets, liabilities and structure of Home Oil, including its predecessor
corporations and Subsidiaries.

On May 19, 1993 Gulf Canada Resources Limited and Olympia & York Developments Limited sold their
combined 59.7% interest in Home Oil to the public by way of a secondary offering and, as a result, Home Oil
became a broadly held public corporation.

General Development of Business

Home Oil was established in 1925, and its first well, completed in 1928, came in as the biggest producer
in the Turner Valley area at that time. In the 1940’s Home Oil participated in major early oil discoveries in the
Leduc area of central Alberta.

During the 1950’s Home Oil participated in many significant oil and gas discoveries in Alberta, including
its discovery at Swan Hills, Alberta in 1957. This oil field has become Home Oil’s largest single source of oil
production and revenue. Cumulatively, Swan Hills is one of the larger producing oil fields in Canada. Home
il also discovered one of the richer gas fields in Alberta, at Carstairs, in 1958.

Aggressive expansion continued in the 1960’s with significant oil and gas developments and discoveries.
Amongst those were the Mitsue oil field in north central Alberta and the Harmattan Elkton oil field in west central
Alberta. In the latter part of the 1960’s Home Oil became actively involved in the storage, transportation and
marketing of natural gas liquids. With the acquisition of a controlling interest in Scurry-Rainbow in 1974, Home
0Oil gained access to significant oil and gas reserves in the Fort St. John area of northeastern British Columbia,
as well as natural gas fields throughout Alberta.

Home Oil’s production base continued to grow in the 1970’s and 1980’s as several gas fields were discovered
in Alberta which have since been developed into major properties. The Leismer field, discovered in 1974 has
since become Home Oil’s most significant gas field while other significant gas development occurred at Wapiti,
in northern Alberta, and North Coleman, in southern Alberta. Home Oil increased its western Canadian land
position in the 1980’s by taking a leading role in the development of a major oil discovery at Cecil in northern
Alberta and a substantial gas find at Border Montney in northeastern British Columbia. Exploration in southeastern
Saskatchewan and Manitoba also proved successful in the late 1980’s with oil discoveries at Tableland,
Hitchcock/Macoun, and Pierson.

Home Oil moved into tertiary oil recovery in 1983 with the initiation of a large miscible flood project at
Swan Hills. Home Oil continues to benefit from its expertise in this technology in other miscible flood projects
in Alberta.

Prior to 1990 Home Oil conducted exploration and production activities internationally. In 1988 and 1989,
Home Oil sold its shareholdings in Sovereign Oil & Gas PLC, an exploration and production company operating
in the U.K. On March 30, 1990 Home Oil sold its remaining international exploration and production operations.
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Description of Business

Home Oil is presently engaged in the exploration for, development, production, transportation and marketing
of crude oil, natural gas liquids and natural gas, primarily in western Canada. Substantially all of Home Oil’s
exploration, development and production activities are conducted jointly with others. Home Oil has assets exceeding
$1.3 billion and 1992 revenues totalled $281 million. With properties and facilities in British Columbia, Alberta,
Saskatchewan and Manitoba, Home Oil operates six of its largest fields, nine natural gas processing plants and
two regional pipeline systems.

Home Oil’s principal subsidiary is Scurry-Rainbow, and Home Oil owns approximately 88.1% of the Scurry
Shares. Numerous other subsidiaries are owned, as to 100%, directly or indirectly by Home Oil. Those subsidiaries,
many of which are inactive, are not identified because, considered in the aggregate, they represent less than 5%
of the total consolidated revenues or the total consolidated assets of Home Oil.

Home Oil owns a 50% interest in, and operates, Federated Pipe Lines Ltd. (*Federated’) which transports
crude oil and natural gas liquids in Alberta, and owns 100% of the Manyberries pipeline system, which also
transports crude oil in the Province of Alberta. The Cremona pipeline system, which transports crude oil and
natural gas liquids in Alberta, was sold to Federated by Home Oil on June 30, 1992. Home Oil sold its 50%
interest in an underground storage facility for liquefied petroleum gases (“LPG”) to Federated on March 31,
1993. Home Qil markets proprietary and third party crude oil, natural gas, natural gas liquids and sulphur.

Properties

Principal Oil and Gas Properties

Home Oil’s principal properties are comprised of producing oil and gas rights. The following table sets forth,
for each of the periods indicated, the average daily production or sales before royalties of those properties which
account for more than 60% of its crude oil and natural gas liquids production and natural gas sales for the six
months ended June 30, 1993:

Six Months Ended

June 30, Year Ended December 31,
1993 1992 1991 1990
Crude Oil (Bbls)
Swan Hills Unit, AIberta ..os o smaes o v s 5 o o oo 5,146 5,145 4,719 4,560
Mitsue Gilwood Unit, Alberta ..................... 2,630 2,507 2,339 2,595
Cecil/Royce, Alberta...........coviiiiiiennn.. 1,579 1,914 1,164 15137
West Eagle Unit, British Columbia ................. 1,258 1,355 1,210 1,339
Virginia Hills Unit, Alberta .. . .cone o vnwnn s v e oo 1,073 905 963 1,070
East Eagle Unit, British Columbia ................. 913 1,083 1,051 1,021
Manybeities; AIDBIA ;- : suras & o s ¢ snio 3 8 s s ¢ o0 787 879 709 683
South Pierson, Manitoba: e s v oo ¢ s oves & samn s 5 o6 771 753 775 669
Harmattan/Elkton, Alberta . ....................... 651 610 805 768
West Stoddart, British Columbia ................... 623 740 669 715
Natural Gas Liquids (Bbls)

Swan Hills Unit, Alberta .................c.oon... 2,699 2,883 2,472 1,808
Mitsue Gilwood Unit, Alberta .. ................... 658 730 26 —

CarstaitS/FIEton: : AIDBFEA oo v s wnms 5 smeres & oo s & 6 525 547 825 650
South Wapiti, Alberta . ....................oon.., 419 266 534 587
Pembina Nisku, Alberta . ......................... 314 456 389 465
Moose Mountain, Alberta......................... 309 265 113 260
Harmattan/Elkton, Alberta ........................ 280 314 399 427
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Six Months Ended

June 30, Year Ended December 31,
1993 1992 1991 1990
Natural Gas (Mcf)

Teismer. AIDerta i - ; vioc s vomiin 5 s 5 s srams & s b & & 51,068 46,588 36,932 19,917
South Wapiti, Alberta ............................ 17,878 11,477 9,595 14,108
Border Montney Units A&B (). ................... 15,125 10,578 743 —
Harmattan/Elkton, Alberta . ...« ccvvvvivnrovenanes 11,691 13,370 11,757 8,997
Blackstone,: AIDEIta ; sk o Bewn & sunsas ¢ aams ¢ shamvine © & 10,796 — 2,010 6,766
Bambiing, ATHerta  « w.0as 3 005 % HEwess Mues & § 9eEs & » 9,967 12,822 1,452 —
Carstairs/Elkton, Alberta ...........ccooiinienon .. 9,759 9,172 8,344 8,144
Swan Hills Unit, Alberta ..............covouvnn.. 9,665 6,628 6,676 3,976
Moose Mountain, Alberta. . .......cccvivinnviraas 7,741 7,082 5,151 5,957
Marten Hills: Unit, AIDEIta . s = saemvs & simwn 5 o saven 5 8 7,584 7,142 7,682 6,572
North Coleman, Alberta . ...........ccccovvienennn. 7,126 4,276 5,584 5,355

Note:
(1) Previously called Ring/Border, Alberta/British Columbia.

Gas Plants

The following table identifies the name and location of each gas plant operated by Home Oil, the original
design processing capacity of each such plant and the year of its construction (which is also the year such plant
commenced operation). All such plants (other than those at Chard and Mistahae which are wholly-owned) are
joint venture projects with other industry participants and Home Oil holds the working interests therein specified

below:
Working Processing Construction
Plant Location Interest Capacity Completion Date
(%) (MMcf/day)

CAFSTAITE s o & aie’s § Swgesen & sgvany o bt 3-3-30-2-W5M 22.50 338 1960
CEBI] .. .5 5 sovens 5 Tsios § BTG § e aEsE 8-15-84-8-W6M 59.31 8 1991
CRAT e vtbioso e ot simions o o wsiid T 55705 § 9 S 2-4-78-6-W4M 100.00 7 1992
Leismer East............cconienvnvenann. 3-7-77-7-W4M 78.06 70 1979
Marten Hills:#1. . o oo s o v = smsmmre s somne 14-22-74-24-W4M 40.06 21 1969
Maiten HilS #2: ; : vwsi 5 2 smug 5 seomimme s 14-29-74-25-W4M 40.06 8 1977
MIStahae . . oo 5 comes = oaeR & sagsn s wam 6-7-78-1-W5M 100.00 7 1990
PICKEIL...... « wivrmsnin = sosusne & shosesd & 3 SoigE & ileges B-22-1/94-H-3 75.00 6 1989
South Elkton........................ .. 2-3-31-4-W5M 45.11 8 1965

Pipeline Systems

Home Oil’s interest, and the date of acquisition of Home Oil’s interest, in each of its pipeline systems are

as follows:

Federated Pipe Lines Ltd. — incorporated in 1957. Home Oil was a subscribing shareholder and has held
50% of the issued and outstanding shares of this corporation since its incorporation.

Manyberries Pipeline — a division of Home Oil. Construction of this system commenced in June, 1984 with

start-up in January, 1985.
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Wells

The following tables set forth Home Oil’s estimate of the number of oil and gas wells, in which it held a
working interest, that were capable of production as at June 30, 1993 and December 31, 1992:

Oil Gas Total
Gross Net Gross Net Gross Net

June 30, 1993

Alberta. ....... ... ... 2,750 361.2 1,566 305.2 4,316 666.4

British Columbia. ......................... 354 106.2 201 62.4 555 168.6

Saskatchewan ............................ 81 21.5 13 3.9 94 25.4

MANIOBE o vosmmms 5 enpma s s & S & 5 e G 71 60.1 — — 71 60.1

I | g e S 3,256 549.0 1,780 371.5 5,036 920.5
December 31, 1992

Alberta. ... 2,925 409.8 1,623 314.1 4,548 723.9

British Columbia.......................... 350 96.6 192 58.1 542 154.7

Saskatchewan: s & ovves 5 s 5 2es s 5 o § 1,800 99.4 13 3.9 1,813 103.3

Manitobal =i = vinms s s s & WG & Gemis baias 3 72 60.3 — — 72 60.3

Total ........... PR P 5,147 666.1 1,828 376.1 6,975 1,042.2

0il and Gas Acreage

As at June 30, 1993 Home Oil owned 4,508,341 gross (1,803,142 net) acres of oil and gas leases and 2,116,156
gross (857,283 net) acres of reservations, licences and permits. Total acreage included 1,580,673 gross (407,732
net) acres from which production was being obtained or was capable of being obtained. As at December 31,
1992 Home Oil owned 4,893,879 gross (1,985,091 net) acres of oil and gas leases and 3,006,049 gross (1,605,356
net) acres of reservations, licences and permits, including 1,667,509 gross (426,135 net) acres from which production
was being obtained or was capable of being obtained. No deduction has been made from the gross or net acres
under reservations, licences and permits to reflect that only a portion of this acreage may be converted to lease.

The following table sets forth the undeveloped and developed oil and gas landholdings of Home Oil, as at
each of the dates indicated:

June 30, December 31,
1993 1992 1991 1990
Gross E Gross Net Gross ﬂe_t Gross E
(millions of acres)
Western: Canada’ -3 ; Tuvon s ssse s s & & man 5.3 2.5 6.6 3.4 7.9 4.2 8.4 4.4
Beaufort/Mackenzie Delta ................ j 19| 0:2 151 0.2 1.4 0.2 3.1 0.4
Arctic Islands and others . ................ 0.2 = 0.2 o 0.2 = 0.3 =
66 27 79 36 95 44 118 48
Undeveloped . .......................... 5.0 2.3 6.2 3.2 7.7 3.9 9.9 4.3
Developed ........... .. ..o .. 1.6 0.4 L7 04 1.8 0.5 19 B3
6.6 2.7 7.9 3.6 9.5 4.4 11.8 4.8
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0Oil and Gas Activities

Wells Drilled

The following table sets forth the exploration and development wells drilled, in each of the periods indicated,
and in which Home Oil had a working interest:

Six Months Ended

June 30, Year Ended December 31,
1993 1992 1992 1991 1990 1989 1988

Gross Net Gross Net Gross E Gross Net Gross @ Gross Net Gross E
Exploratory
Oil ........ 4 3 1 1 2 1 T 2 9 4 9 4 40 13
Gas ....... 5 2 2 - 2 1 11 5 2 12 20 12 21 7
DO 3 .1 s 19 16 5 2 15 7 3315 3219 3914 64 19

22 21 8 3 19 9 512 6835 6830 125 3
Development
Oil ........ 33 8 40 11 74 21 6l 16 76 29 89 14 147 48
Gas 5w s ¢ e 16 S 2 1 5 2 13 4 45 22 14 3 21
DIy 515 156 s 2 6 1 142 73 124 1 3 31 1

s4 1s 48 13 93 25 81 23 133 55 114 20 19 64
Tl o 8 36 56 l6 112 34 132 45 201 9 18 50 324 103

Capital Expenditures

The following table sets forth Home Oil’s capital expenditures with respect to its exploration and development
activities and the acquisition of proved properties for each of the periods indicated:
Six Months Ended
June 30, Year Ended December 31,
1993 1992 1992 1991 1990 1989 1988
(dollars in millions)

Western Canada

Exploration: .. « s » 5 vemsw vasmona $15.9 $11.5 $199 $445 $809 $695 $92.7
Developiment . . o v o i s « s 20.1 14.5 30.6 60.3 79.1 723 69.1
Miscible fluids ................ 9.2 8.6 18.4 225 242 22.0 171
ORBEE . - oeoinn v » i85 5 &S00 & sl 1.5 1.5 3.2 6.6 8.5 7.8 T2
Exploration and development. . . .. 46.7 36.1 72,1 1339 192.7 171.6 186.1
Acquisitions of proved
PEODEIHIES. : 5 & siam 5 + s « waoas 9.5 2.6 13.5 0.3 3.4 54.7 23.2
Total Western Canada ............ 56.2 38.7 85.6 134.2 196.1 226.3 209.3
Canadian Frontier. ............... — — — 1.1 0.6 1.7 (0.4)
International .................... - — — — — 20.8 17.9
Canadian Incentives .............. — — - — — 4.4) (7.8)

$56.2 $38.7 $85.6  $135.3  $196.7 $2444  §219.0

Production and Sales

Total and daily average production volumes of crude oil and natural gas liquids, and sales of natural gas
of Home Oil for each of the periods as indicated are shown in the following table. This table includes all volumes
attributable to Home Oil’s interests before deductions for royalties and minority interests in Subsidiaries.
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Crude Qil Production (MBbls)
Canada

AIBBIA. « ¢ o s 5 i % v v @ o0
British Columbia .............
Saskatchewan ................
Manitoba . ...................

TOEETRAHONAL on 7 5 2ins 5 vavns & o4

Daily Average Production (Bbls)
Canada .....................
International .. . c.uos s seemn « o

Natural Gas Liquids Production (MBbls)
Alberta ... ... i
British Columbia: - oo o snmne s &

Daily Average Production (Bbls)

Natural Gas Sales (Bcf)

AIBETR .. ¢ oo & Lo 5 SR 5 5 o8
British Columbia . ..............
Saskatchewan ..................

Daily Average Sales (MMcf)

Operating Revenue

Six Months Ended

June 30, Year Ended December 31,

1993 1992 1992 1991 1990 1989 1988
2,772 3,003 5,995 6,272 6,474 6,467 6,729
606 655 1,360 1,298 1,386 1,558 1,682
140 390 725 810 994 983 983
125 132 279 293 278 194 159
3,643 4,180 8,359 8,673 9,132 9,202 9,553
al . i — — 412 415
3,643 4,180 . 8,359 8,673 9,132 9,614 9,968
20,129 22969 22,839 23763 25,019 25,212 26,100
- — — — — 1,130 1,134
20,129 22969 22,839 23,763 25,019 26,342 27,234
1,339 1,342 2,848 2,345 2,332 2,107 1,872
46 45 93 60 52 30 35
1,385 1,387 2,941 2,405 2,384 2,137 1,907
7,653 7,623 8,034 6,588 6,532 5,854 5,211
39.4 333 68.8 56.4 52.0 50.4 50.7
4.6 4.5 8.9 6.1 5.3 37 2.9
0.3 0.4 0.7 0.6 0.9 0.9 0.6
44.3 38.2 78.4 63.1 58.2 55.0 54.2
244.8  209.6 214.2 172.8 159.5 150.6 148.0

The following table sets forth the percentage of Home Oil’s operating revenue contributed by crude oil, natural

gas liquids and natural gas for each of the periods indicated:

Crude 0il ;x5 ines v 5 soies 5 ¥ wng § 2o
Natural gas liquids . ..............
Natural gas .....................

Proved Reserves

Six Months Ended

June 30,
1993 1992
.......... 43% 52%
.......... 11% 11%
.......... 45% 32%

Year Ended December 31,

1992 1991
51% 57%
11% 9%
34% 27%

1990

60%
9%
24%

Proved oil and gas reserves are the estimated quantities of crude oil, natural gas liquids and natural gas which
geological and engineering data demonstrate, with reasonable certainty, to be recoverable in future years from
known reservoirs under existing economic and operating conditions. Home Qil’s proved reserves are located in
Canada and are based on estimates made by its engineers.
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The calculation of net proved reserves is based on Home Oil’s share of proved reserves after the deduction
of royalties. Royalties are calculated on the basis of royalty regulations in effect on the dates the estimates were

made. Royalty rates vary depending on well productio
method and date of discovery.

n volume, selling price, type and location of well, recovery

Proved developed reserves are reserves that can be expected to be recovered through existing wells with
existing equipment and operating methods at current economic conditions.

The following table sets forth Home Oil’s proved reserves, and changes therein, of crude oil, natural gas
liquids and natural gas for the years indicated:

Crude Oil (MMBbls)
Beginning of year
Extensions and discoveries
Revisions and improved recovery
Purchase of reserves in place
Sale of reserves in place
Production - - s s -

End:of year ... . . i

Developed ..........

Undeveloped

Natural Gas Liquids (MMBbls)
Beginning of year
Extensions and discoveries
Revisions and improved recovery
Purchase of reserves in place
Sale of reserves in place
Production ..........

End of year

Developed ..........

Undeveloped

Natural Gas (Bcf)
Beginning of year
Extensions and discoveries
Revisions and improved recovery
Purchase of reserves in place
Sale of reserves in place
Sales =.: 5 venm s v wewes

End of year

Developed ..........

Undeveloped

Year Ended December 31,

1992 1991 1990
Gross Net Gross Net Gross Net
73.4  61.6 84.0 70.8 88.4 73.4
4.4 3.7 3.4 2:8 4.9 4.1
2.3) (1.6) (4.6) (4.3) 1.7 1.8
3.0 2.5 - — 0.2 0.2
(6.5) (5.5) 0.7) 0.5 (2.1) (1.1)
(8.4) 6.9 (8.7) (7:2) 9.1) (7.6)
63.6 53.8 73.4 61.6 84.0 70.8
53.7 45.4 64.5 54.1 73.4 61.8
9.9 8.4 8.9 1.5 10.6 9.0
63.6 53.8 73.4 61.6 84.0 70.8
255 21.8 26.9 23.0 27.6 23.8
1.4 1.3 6.1 5.3 4.4 3.8
1:3 I3 — —_ 2.7) 2.7)
0.6 0.5 — — —
(0.6) (0.6) (5.1) (4.5) — —
(2.9) 2.5) 2.4) (2.0) 2.4 (1.9)
253 218 255 218 269  23.0
22.5 19.4 23.4 20.0 23.2 19.8
2.8 2.4 2.1 1.8 3.7 3.2
25.3 21.8 25:5 21.8 26.9 23.0
1,207 997 1,256 1,037 1,193 981
12 10 54 45 129 107
(5) 46 (23) (19 (12) (6)
24 20 1 1 6 5
(65)  (56) (18) (15) (2) (2)
(78) (68) (63) (52) (58) (48)
1,095 949 1,207 997 1,256 1,037
902 783 1,020 842 1,020 842
193 166 187 155 236 195
1,095 949 1,207 997 1,256 1,037
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Probable Reserves

Probable reserves are those reserves which analysis of drilling, geological, geophysical and engineering data
does not demonstrate to be proved under current technologies and existing economic conditions, but where such
analysis suggests the likelihood of their existence and future recovery. Home Qil’s probable reserves are based
on estimates made by Home Oil’s engineers.

The following table sets forth Home Oil’s gross probable reserves of crude oil, natural gas liquids and natural
gas as at each of the dates indicated:

December 31,
1992 1991 1990
Crude Ol (MMBDIBY. ..o v« vovininin s armisin = n soinis 3 sidilios 3 4 iaitis § e 8 &30 § 8 33.5 33.8 394
Natural Gas Liquids (MMBbIs) .......... . i i 7.4 14.3
Natural: Gasi(BeE)in s v » Snnss ot st s bbbl s vlTaoivls s s 403 422 507

Pipelines

The average daily capacities and throughputs for each of the two pipeline systems described in the section
“Information Concerning Home Oil — Description of the Business™ for each of the periods indicated were as follows:

Capacity Throughput
ix Month ix Month:
SIXED;;:] s Year Ended S“End(::cll s Year Ended
June 30, December 31, June 30, December 31,
1;993_ 1992 1991 1993 1992 1991

(MBbls per day)
Federated (1)

Crude oil ....... ..o, 180 180 180 104 108 117

Natural gas iquids @) . . vivs o vamim s cmnn v v s 130 88 88 81 86 75
Manyberries

Crude oil (3). ... ivii e 7 20 20 4 8 15
Notes:

(1) Home Oil accounts for its ownership in Federated on an equity basis. Information provided includes the Cremona pipeline system
which was sold to Federated on June 30, 1992,

(2) NGL capacity increase in 1993 resulted from the addition of the Caroline pipeline system and the Acheson to Fort Saskatchewan
extension.

(3) The capacity decrease in 1993 resulted from a reduction in pumping facilities.

Marketing and Storage Operations

Home Oil is engaged in the wholesale marketing and storage of LPG products and sulphur in Canada. Home
Oil acts as the agent for the supply of natural gas liquids on behalf of some 25 companies involved in the Swan
Hills miscible flood project. On behalf of this group, Home Oil is responsible for acquiring approximately
12,500 barrels per day of natural gas liquids. Home Oil also markets its own, as well as others’, production of
crude oil, natural gas liquids, natural gas and sulphur.

Human Resources

Approximately 750 people were employed by Home Oil as at December 31, 1992, which included permanent,
part-time and temporary staff.
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Environmental Matters

Home Oil believes that its facilities and operations comply in all material respects with all applicable
governmental regulations relating to safety and environmental protection. Home Oil’s activities are largely conducted
pursuant to the terms of licences, permits or other specific authorizations granted under law, regulation or directive
by applicable governmental agencies. The terms of each grant specify, either directly or indirectly by reference
to general or specific standards, environmental protection measures to be taken by Home Oil in the design,
construction and operation of facilities, or the preparation for and conduct of activities.

Home Oil has estimated its future liability for abandonment and restoration and has been recording this liability
in accordance with the recommendations of the Canadian Institute of Chartered Accountants whereby these costs
are accrued using the unit of production method. As at December 31, 1992, total costs were estimated at $50.0
million, of which $14.0 million (1991 — $12.4 million) has been accrued and recorded as a liability. During
1992, $2.9 million (1991 — $0.5 million) was included in depletion, depreciation and amortization expense using
the unit of production method, increasing the liability, and $1.3 million (1991 — $0.5 million) of actual site restoration
costs were incurred, reducing the liability.

Home Oil is not aware of any environmental protection measures required, or any unusual contingent
environmental liabilities. of Home Oil which are not common to participants generally in Home Oil’s industry
segment.

Financial Statements

The audited financial statements of Home Oil for the year ended December 31, 1992, including the auditors’
report and management’s report thereon, and the unaudited condensed financial statements of Home Oil for the
six month period ended June 30, 1993 are contained in Schedule F to this Circular.

Management’s Discussion and Analysis

The text of the information which appeared in Home Oil's 1992 Annual Report under the heading
““Management’s Discussion and Analysis™ is repeated in Schedule F to this Circular. It should be considered
and read in conjunction with the information set forth under the heading “Information Concerning Home Oil —
Recent Developments™ which is applicable to the six month period ended June 30, 1993.

Recent Developments

This section addresses changes to Home Oil’s assets, operations and activities which ocurred subsequent to
December 31, 1992 and prior to June 30, 1993, unless otherwise noted. It should be considered and read in
conjunction with the unaudited condensed financial statements of Home Oil for the six month period ended June 30,
1993 attached as Schedule F to this Circular.

Home Oil’s financial results continued to improve in 1993. Earnings for the six months ended June 30, 1993
were $9.6 million, a substantial increase over the $2.4 million earned during the same period in 1992. Cash flow
from operations for the first half of 1993 increased 21% to $77.5 million. Higher operating revenues and lower
operating expenses more than offset higher current taxes. Significant progress was made on Home Oil’s debt
retirement objectives permitting an increase in the exploration and development programs compared to those in 1992.

Operating revenues for the six months ended June 30, 1993 totalled $143.0 million, up $15.9 million for
the same period last year. Natural gas revenue increased by $22.9 million to $64.0 million as a result of improved
prices and volumes, while crude oil revenue of $61.8 million was down from $66.1 million last year as higher
prices did not offset a decline in volumes. Natural gas liquids revenue increased to $15.4 million from $13.5 million
last year as a result of higher prices. Sulphur sales generated a loss of $0.5 million compared to revenues of
$0.6 million last year as world oversupply forced prices below shipping and stockpiling costs.
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Operating expenses of $27.5 million for the first six months of 1993 were down $5.6 million from last year.
Oil and gas operating expenses declined 14 % on a unit basis and averaged $2.86 per BOE for the first six months
of 1993. This compared with $3.33 per BOE during the same period last year and reflected the disposition of
high operating cost properties, increased gas sales and operating efficiencies. General and administrative expenses
of $9.4 million were $1.1 million higher than the first half of last year as a result of first quarter bonus payments
to employees and a 1992 recovery from partners relating to prior years. Depletion, depreciation and amortization
expenses increased by 7% due to higher production and an increase in the average depletion rate to $5.37 from
$5.06 per barrel of oil equivalent (on a 6:1 conversion ratio).

Interest expense of $21.6 million declined $0.7 million from 1992 as a result of the reduction in outstanding
debt, partially offset by higher amortization of foreign exchange losses on U.S. dollar denominated debt.

Exploration and development expenditures for the six month period totalled $46.7 million, compared with
$36.1 million last year reflecting the more favourable outlook for natural gas.

Approximately $9.5 million was spent to acquire additional interests in several properties including Mistahae,
Border Montney Units A&B and the Mitsue Gilwood Unit. The sale of nonstrategic assets generated proceeds
of $38.2 million. Home Oil also completed or reached agreement in principle with respect to six property exchanges,
valued by Home Qil, at $12.3 million.

During the first six months of 1993, Home Oil participated in drilling 82 gross (36 net) working interest
wells, compared with 56 gross (16 net) wells in the same period last year; however drilling activity was lower
than anticipated as wet weather delayed a number of projects. This activity resulted in 58 gross (18 net) successful
wells drilled in the first six months, compared to 45 gross (13 net) successful wells in the same period one year
ago. Of the successful wells drilled in the six months ended June 30, 1993, 4 and 5 were oil and gas exploration
discoveries, respectively; and 33 and 16 were oil and gas development wells, respectively.

Crude oil production averaged 20,129 Bbls per day during the first six months of 1993, a decline of 2,840 Bbls
per day from one year ago. The 12% reduction is primarily attributable to the disposition of nonstrategic properties,
partially offset by the acquisition of additional interests. Natural gas liquids production during the first half of
1993 averaged 7,653 Bbls per day, which was comparable to last year’s level. Natural gas sales for the six months
ended June 30, 1993 averaged 244.8 MMcf per day, an increase of 35.2 MMcf per day from the first half of
1992. The increased production reflects additional discretionary sales in response to improved prices and higher
nominations from aggregators.

Home Oil’s crude oil prices averaged $20.89 per Bbl for the six month period. The 7% improvement over
the same period last year reflected both a weaker Canadian dollar and an overall improvement in the quality of
oil produced as a result of asset rationalization activities, partially offset by a modest decrease in the West Texas
Intermediate price. Natural gas liquids prices improved 19% from last year to average $13.63 per Bbl due to
generally higher product prices and a reduction in proportion of low priced ethane. Natural gas prices remained
strong during the first half of 1993 averaging $1.73 per Mcf, an increase of 37% over the price for the same
period last year.

At June 30, 1993 long term debt of $389.9 million was $36.6 million lower than at the beginning of the
year. Based on six month annualized cash flow, long term debt represents 2.5 times cash flow from operations.
The percentage of debt to total capitalization improved from 52 % at December 31, 1992 to 49% at June 30, 1993.
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Consolidated Capitalization

The following table sets forth the consolidated capitalization of Home Oil as at June 30, 1993 in millions
of dollars:

Long Term Liabilities
Long term debt (including current portion)

Ol Indexed Debenture — 2000 (1) . c i « s 5 5 albiis & srasis s srazeion » s5aare s v eateis o wisimein s v $200.0

9.875% Sinking Fund Debentures — 1998.......... ... 20.0

11% Debentures — 1995 .o vvt v i e ivmes ovmeesannns samesssnanssssbasinmesssesisns 125.0

Revolving Bank Credit Facility — 1994 (2)

CanadianyAOlIATS .....55 & 5o © kiTwnG §HEs & S aamis & DIt § & e s ST 5 @ S . i sl - —

1.5, ' dollars (118, $35 IO ...coce o oonois 5 & 56508 & Bt s & 5083 3 55000 ¥ $a39% 8 wamis & siasacen & 44.9

Total Long Termi Dbt .o « cuiis waause s v vn s « siosminn o simone o 588084 5 balas § aHEE £47350 2 + 389.9

Deferred Credits (including current portion) (3) ...........ouueerereeerrroisininanenns 24.8

MinOFity TOESIESE ...« - ¢ s ¢ coioan + GRa5 5 5 s & S5EEs #3woE 5 S0 4 § St o Saie’s & Seian s e s o 28.7

Total Long Term Liabilities (5). ...« vvvurrrnnt ittt 443 4

Shareholders’ Equity
Capital Stock
Preferred shares
Authorized — unlimited number of shares
ISSUET = ML oo esacene 5 oriwnesons smndiodd b snepcfalt B SEATE & £ ARTSH % HEEE.S DALCHEE ¥ SU00R 8 @ SUE0s % @ sty —
Common shares
Authorized — unlimited number of shares

Taaend — 39,546 564 BHELES: [4)) 5 sais 5 & s oo o s @ wasgmm « s o weens 5 vasass 4 s 100.0
Contritnited SATPIIES: « 2555 & dns & serass & GovR § OoEn § § G § SAETa & DR K0TS 3 SR ¥ SR 153.6
Retained €arniliEs ... . v » swsns o oo Giid 8 el § 5505 § 6 Sais & SR § ST S L EEEE ¥ SEEST v e 156.0

409.6
POtal CADIBITZMAON 5xers 5 ssvore s o biomes o etion & v & aasemeind svenvsos Wassmsn of WHWAS A TRV B AL 5 PEIESTLS $853.0

Notes:
(1) The Oil Indexed Debenture bears interest at a fixed rate of 5% per annum plus a variable rate of up to 16.8% per annum based
upon the average price of crude oil. In March 1992, Home Oil completed an interest rate swap relating to the Oil Indexed
Debenture which effectively fixes the interest rate at 8.263 % beginning February 1, 1993 through to its maturity in October, 2000.

(2) Home Oil has a committed revolving bank credit facility in the amount of $195 million which expires June 30, 1994. Home
0il expects to negotiate replacement facilities prior to June 30, 1994. This facility is available in any combination of Canadian
or U.S. dollar amounts and may be drawn down on a revolving basis. Interest rate during the first six months of 1993 on the
Canadian and U.S. drawdowns averaged 6.34% and 3.93% respectively. At June 30, 1993, the unutilized portion of this facility
amounted to approximately $150 million.

(3) Deferred credits include amounts paid for gas volumes not yet taken under take or pay arrangements (“deferred production
revenue”) of $2.8 million (and all of which is due within one year), a restoration accrual of $14.8 million and a pension accrual
of $7.2 million.

(4) Certain employees of Home Oil have been granted options to purchase unissued Home Shares. As of August 31, 1993, options
to purchase an aggregate of 627,750 shares were outstanding at exercise prices varying between $14.625 and $18.50 per share
and 20,000 shares were reserved for the granting of additional options.

(5) Total liabilities include amounts due within one year of $2.8 million. In addition to long term liabilities shown in the above
table, Home Oil has deferred income taxes of $436 million at June 30, 1993.

(6) No assumption has been made in the above table with respect to completion of the Arrangement. If all Minority Shareholders
elect to receive the Cash Consideration, outstanding indebtedness under the revolving bank credit facility would increase by
approximately $43 million and the minority interest would be eliminated. If all Minority Shareholders become entitled to the
Share Consideration, and assuming, for purposes of illustration only, that the Home Share Price was $20 per share, Home Oil
would be required to issue 2.1 million Home Shares and the total number of Home Shares outstanding would be approximately
42 million. In this example, the minority interest would also be eliminated and shareholders” equity would increase by approximately
$42 million. The Home Share Price cannot be determined until the Election Deadline.

Description of Share Capital

The authorized share capital of Home Oil consists of an unlimited number of common and preferred shares.
There are 39,646,664 common shares issued and outstanding. No preferred shares have been issued by Home Oil.



The common shares entitle the holders thereof to one vote for each share held at all meetings of shareholders,
except meetings at which only holders of another specified class or series of shares are entitled to vote separately
as a class or series. Subject to the rights of holders of shares ranking senior to the common shares, holders of
common shares are entitled to receive any dividends declared thereon by the board of directors of Home Oil
and to receive the remaining property of Home Oil in the event of its liquidation, dissolution or winding-up.

The preference shares are issuable in series, with the Home Oil board of directors being authorized to fix
the number of shares comprising each series and the designation, rights, privileges, restrictions and conditions
attaching to the shares of each series. The preference shares of all series have preference over the common shares
and any other shares ranking junior to the preference shares with respect to payment of dividends and distribution
of the assets of Home Oil on liquidation, dissolution or wind-up.

Stock Exchange Listings and Trading of Home Shares

The Home Shares are listed for trading on the TSE in Canada under the symbol HOC and on AMEX in
the United States under the symbol HO. The TSE is the principal market for Home Shares.

The following table shows the volume of trading and price range for Home Shares during each of the
periods indicated:

The Toronto Stock Exchange American Stock Exchange
Prices Prices
High Low Volume High Low Volume
(Canadian Dollars (thousands) (U.S. Dollars (thousands)
per Home Share) per Home Share)
1991
15t QATEEL (1) = oo 5 s o oais £ 5 aie —_ — — — — —
20 GUATIBE o:: . . ..o & Bieds r vmipnin s mominis 18% 143 1,429 15% 127% 56
3rdquarter . ......... i 15% 143 2,385 13% 12% 98
dthquarter ...........oooiiinn.n, 16% 14% 3,875 14Y% 123% 95
1992
ISEQUATIRT G v < smision 5 et 38 600605 ¥ Bl 15% 133% 2,039 13% 11% 141
4115 l1| 1F: g 1 o 163% 143, 1,325 13% 12y, 133
3rd quarter ...........o 16Y, 15Y 1,182 13% 12% 23
4thquarter ...............0ovinnn... 15% 14Y 1,665 12% 113% 48
1993
IREAOBIIBE, s novtm & B00 8 F Bamin s & 5ahs 15% 13 1,745 124, 9% 236
APTID 2 56 it v vimin@ © 5 somninr y soninin & 5 scsinne 1914 15 3,126 15Y 12Y, 408
May ... ... 20Y 18Y% 4,873 15% 14% 175
June ... 21% 19 4,397 16% 154 359
TULVE. © Ein o i smerers 5 s vmmen s smerons o s 21y 173 2,497 16% 13% 340
BUGNSE omins v & Sowmn 5 Va5 SRR 22% 18 2,862 17% 14 37
September (to September 23) .......... 23Y, 20 2,775 17% 15 106
Note:

(1) Share trading information concerning Home Oil is only available after May 1, 1991 when Home Oil became a publicly traded
corporation.

As at September 23, 1993 the closing trading price of a common share of Home Qil on the TSE and AMEX
was $20% and U.S. $15% per share, respectively.

Principal Holders of Home Shares
There are 39,646,664 common shares of Home Oil issued and outstanding.

To the knowledge of the directors and senior officers of Home Oil, there is no person or company who owns
beneficially, directly or indirectly, or exercises control or direction over, more than 10% of the Home Shares.

The directors and senior officers of Home Oil hold in the aggregate less than 1% of the issued and outstanding
Home Shares.
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Dividend Policy

Home Oil currently does not pay dividends on the Home Shares and no change in this policy is under
consideration by its board of directors. The future payment of dividends on Home Shares will be a matter to
be determined from time to time by the board of directors of Home Oil in light of conditions then existing, including
Home Oil’s earnings, financial requirements and condition, investment opportunities, business considerations and

other factors.

Directors and Senior Officers

The following table sets forth the names of the directors, their municipality of residence, the other positions
and offices with Home Oil, if any, presently held by them, their present principal occupation, and their principal
occupations during the past five years:

Directors

Present Principal Occupation or Employment
and Principal Occupations for the Five Year

Name Municipality of Residence Period Ended September 1, 1993

William A. Dimma (1) Toronto, Ontario Deputy Chairman of Royal LePage
Limited (real estate company).

E. Susan Evans (3) Calgary, Alberta Corporate Director of Home Oil since
August, 1993; prior thereto Vice President

. Law and Corporate Secretary of Encor Inc.

F. William Fitzpatrick (1) Paradise Valley, Arizona Corporate Director.

Richard F. Haskayne (2) Calgary, Alberta Corporate Director since May, 1991,
prior thereto Chairman, President and
Chief Executive Officer of Interhome
Energy Inc. and President and Chief
Executive Officer of Home Oil.

H. Gordon MacNeill (2) Toronto, Ontario Chairman of Jannock Limited (building

products company) since 1989; prior
thereto President and Chief Executive
Officer of Jannock Limited.

David E. Powell Calgary, Alberta President and Chief Executive Officer of
Home Qil since 1991; prior thereto
Executive Vice President and Chief
Operating Officer of Home Oil.

Clifford W. Rackley (1) 3) Houston, Texas Chairman and Chief Executive Officer of
Texas Eastern Products Pipeline Company
(petroleum products pipeline company) since
1991; prior thereto Corporate Director.

Notes:
(1) Member of the Board's audit committee.
(2) Member of the Board’s compensation committee.
(3) Member of the Board’s safety and environment committee.

Senior Officers

Information with respect to the name of each of the senior officers of Home Oil (who comprise the executive
officers of Home Oil) and such officer’s current position, and his principal occupation for the five year period
ended September 1, 1993 is set forth in the table in “Information Concerning Scurry-Rainbow — Directors and
Senior Officers” under the caption “Senior Officers”.
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Executive Compensation

Cash Compensation of Officers of Home Oil

During the year ending December 31, 1992, Home Qil had nine senior officers and paid such officers, in
the aggregate, $1,522,833 in cash compensation (salary and corporate bonuses) for services rendered for the year
ended December 31, 1992,

Cash Compensation of Directors of Home Oil

In 1992, Home Qil paid each of its directors an annual retainer of $12,000 and an additional retainer of $2,000
per annum to each chairman of a Board committee. Directors were also paid a fee of $600 for each meeting
of the Board or a committee thereof attended by them. Director’s fees were not paid to directors who were officers
or employees of Home Oil. Travelling and living expenses incurred by directors while attending Board or committee
meetings were reimbursed by Home Oil.

Retainers and meeting fees paid to all directors, as a group, in respect of the year ended December 31, 1992
amounted to $168,700.

Pension Plan

Home Oil has a trusteed non-contributory pension plan (the ““Registered Pension Plan’") covering all of its
full time employees. Each retiring participant receives an annuity, payable monthly, equal to 1.6 % of the average
of the participant’s highest annual basic compensation during three consecutive years out of the last ten years
of credited service (“Final Average Compensation™), multiplied by the number of years of credited service. The
retirement benefit under the Registered Pension Plan is subject to a maximum pension as fixed from time to time
under the Tax Act. To the extent this limitation applies with respect to the Registered Pension Plan, Home Oil
presently intends to pay a supplemental retirement allowance sufficient to provide the annuity to which the participant
would be entitled absent the limitation (a “Supplemental Allowance™).

The following table sets forth the annual benefits payable under the Registered Pension Plan, together with
any Supplemental Allowances, upon retirement to a person with specified years of credited service and Final
Average Compensation. The benefits shown assume retirement on December 31, 1992 at age 65 and a pension
in the normal form (50% joint and last survivor).

Years of Credited Service

Final Average Compensation 10 15 20 25 30

$50,000 ... $ 7,600 $ 11,700 $ 15,800 $ 19,900 $ 24,600
$100,000 - .covec v cmmss o wamin 5 5 s $16,700 $ 26,000 $ 35,200 $ 44,300 $ 53,900
S150,000 : cnvvni s 5 s 6 0 svwim 3 s 2 $26,000 $ 40,200 $ 54,300 $ 68,500 $ 83,100
$200,000 : 5o s v cmmn s o e ¢ paanE s s $35,300 $ 54,400 $ 73,500 $ 92,600 $112,300
$300,000 o 5 vamvm s 5 ioma s i s $53,600 $ 82,700 $111,800 $141,000 $170,600
$400,000 . ... $71,900 $111,000 $150,100 $189,300 $229,000

Home Oil has a further plan (the “Supplemental Income Plan™) for the benefit of certain senior officers of
Home Oil. Each participant in the Supplemental Income Plan is entitled to receive an annuity, commencing on
the participant’s normal retirement date, payable monthly, equal to that percentage of the average of the participant’s
highest basic annual compensation during three consecutive years out of the last ten years of participation in the
Supplemental Income Plan which is 4% (for each of the first ten years of service), 2% (for each of the next ten
years of service) and %, of 1% (for service in excess of twenty but less than thirty-five years), less any amounts
payable to the participant under the Registered Pension Plan. Two of the senior officers named in the table under
“Information Concerning Scurry-Rainbow — Directors and Officers’ are participants in the Supplemental Income
Plan.

In March, 1993, Home Oil entered into an agreement with a Canadian trust company (the *““Custodian™) to
provide for the timely payment of accrued and future amounts owing by Home Oil under the Supplemental Income
Plan and the Registered Pension Plan (to the extent benefits thereunder comprise Supplemental Allowances). To
support Home Oil’s obligations under the agreement, Home Oil obtained a letter of credit, in favour of the Custodian,
from a Canadian chartered bank.
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The estimated aggregate cost to Home Oil for all pension benefits earned in 1992 under the Registered Pension
Plan, the Supplemental Income Plan and with respect to Supplemental Allowances and which are to be paid by
Home Oil to its senior officers, assuming retirement at normal retirement age (65), is $285,000.

Employment Agreements

Home Oil has entered into agreements (the “‘employment agreements”) with all of its senior officers (the
“executives™). Each employment agreement provides that, should the executive experience involuntary termination
of employment (other than for cause) or constructive dismissal, he will be paid an amount equivalent to two times
the sum of the current year’s base salary and the highest bonus paid in the preceding three years to such executive
and be provided a two year extension of certain existing employment benefits. Unless consented to by the executive,
constructive dismissal is deemed to occur when the executive ceases to be an officer of Home Oil or an officer
of a successor to a material portion of the assets of Home Oil; or incurs a material decrease in title, position,
responsibility, powers or reporting relationships, or incurs a reduction in annual salary, excluding bonuses, or
is required to relocate to another province, country or state.

Should all of the executives incur termination of employment (other than for cause) or constructive dismissal
as described above, the maximum aggregate cash amounts payable as at December 31, 1992 under all employment
agreements would have been $3,974,000.

Employees’ Savings Plan

Home Oil has a savings plan for the benefit of its employees (the “Savings Plan™). Under the Savings Plan,
an employee may participate by authorizing payroll deductions to a maximum ranging from 2% (where credited
service is less than 1 year) to 5% (where credited service is 3 years or more) of the employee’s current salary
earnings. Concurrently, with each such employee contribution, Home Oil is required to match that amount by
contributing fully paid Home Shares.

All contributions under the Savings Plan are paid to an administrator to be held for the accounts of the
participants, subject to the participants’ instructions for investment as permitted by the Savings Plan. The amounts
in each participant’s account are to be distributed upon termination of service and may be withdrawn earlier.
Each of Home Oil’s senior officers is a participant in the Savings Plan. The contributions by Home Oil in 1992
under the Savings Plan for the account of all such senior officers as a group totalled $76,142.

Incentive Compensation Plan, 1991

In 1991 Home Oil adopted an incentive compensation plan (the “ICP”") under which the Board, in its unfettered
discretion, may award cash bonuses to senior officers based on their performance over a year in achieving individual
pre-set objectives. The aggregate of all awards which may be granted under the ICP for a year is not to exceed
20% of the total base salaries of the senior officers of Home Oil in the year. At the discretion of the Board,
awards may be increased by a further 10% in recognition of extraordinary efforts associated with a major acquisition
or disposition by, or reorganization of, Home Oil. Bonuses, in the aggregate amount of $250,000, under the
ICP, were awarded to Home Oil’s senior officers with respect to the year 1992.

Directors’ and Officers’ Insurance

Home Oil maintains insurance for the benefit of both Home Oil and its directors and officers as a group
in respect of the performance by them of their duties. The principal amount of insurance purchased is U.S. $25 million
with a U.S. $1 million corporate deductible in respect of each claim. There is no individual deductible for directors
and officers. The premium allocated to and paid by Home Oil for the twelve month period ended December 31,
1992 was $130,000. The premium is paid without distinction as to directors as a group or officers as a group
and the total cost of this insurance is paid by Home Oil.
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Stock Options

Options to purchase Home Shares (the “Stock Options™) have been granted to certain employees and officers
of Home Oil as recommended by the Compensation Committee of the Board. The Stock Options were granted
under and pursuant to the terms of the Incentive Stock Option Plan (1991). The exercise price of each of the
stock options granted was equal to 100% of the fair market value, being the closing price on the TSE on the
last trading day immediately preceding the date of grant. The date of grant, aggregate number of outstanding
Home Shares under option to other employees, as a group, the number of option holders in each group and the
aggregate number of outstanding Home Shares under option are set forth in the following table:

Senior Officers Other Employees
Home Home
Exercise Option Shares Under Option Shares Under

Date of Grant Price Holders Option Holders Option Total
September 15, 1991 ...... $14% 8 143,000 18 81,750 224,750
May 7, 1992 ............ 16% 7 75,500 4 16,000 91,500
August 6, 1992 .......... 15% 8 76,000 22 68,000 144,000
August 3, 1993 .......... 184 9 95,000 21 72,500 167,500

389,500 238,250 627,750

Auditors, Registrars and Transfer Agents

The auditors of Home QOil are Price Waterhouse, Chartered Accountants, 1200, 425 - 1st Street SW., Calgary,
Alberta.

The transfer agents and registrars of Home Qil are The R-M Trust Company at its principal offices in Calgary,
Toronto, Winnipeg, Montreal, Halifax and Vancouver and The Bank of New York (co-transfer agent and co-registrar)
at its office in New York City, N.Y.
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PART IV — OTHER MATTERS
Canadian Laws and Regulations

Historically, the oil and gas industry in Canada has been the subject of considerable regulation and control
by various levels of government. Since the mid-1980s, the regulations and controls are being lessened creating
a more open market environment in the Canadian oil and gas industry. Outlined below are some of the principal
aspects of the legislation and regulations which affect land tenure, production, prices, royalties and taxation of
Scurry-Rainbow and Home Oil and the industry in general.

Land Tenure

In Canada, leases are acquired from the Crown through competitive bidding. In the case of lands owned
by parties other than the Crown, the acquisition of leases usually involves the payment of an initial consideration.
Leases confer upon the holder the right to explore for, develop and produce petroleum and natural gas. A Crown
lease will continue beyond its primary term by virtue of production or deemed production, and a freehold lease
will continue beyond its primary term usually by virtue of production. Crown reservations, licences, and permits
are acquired from the provinces through competitive bidding and from the federal government by undertaking
work commitments that confer upon the holder the right to lease the petroleum and natural gas rights under varying
portions of the lands covered. The holder is generally required to make cash payments or to undertake specified
amounts of work in order to retain such right.

In Alberta, government oil and gas rights are granted as a licence or lease. Each licence is issued for a term
of two to five years, depending on location. Leases may be selected by the licence holder based on the depth
of well(s) drilled. Each lease has a primary term of five years and may generally be continued by production
or establishment of productive capability.

In British Columbia, government oil and gas rights are conferred as exploration permits, drilling licences
and leases. Exploration permits have terms of five to eight years renewable for further periods at the discretion
of the government. The holder of an exploration permit is authorized at any time, provided work obligations
are current, to apply for leases of up to 50% of the lands covered by the permit. Drilling licences have terms
of three to five years and are renewable once for a period of one year. These licences allow the holder to select
leases on the basis of the depth of wells drilled. Leases have terms of five or ten years, depending on location,
and can be continued by production or demonstration of productive capability.

In respect of any lands acquired pursuant to the British Columbia Resources Investment Corporation Act
(the “Act”) dated March 9, 1978 ten year permits were initially granted with no work commitment. At the end
of these ten year permits, the rights can be converted to a second five year permit, if not proven potentially productive,
or to a ten year lease. Some rights held under a five year permit can then be converted to a ten year lease if
a geophysical program has been undertaken or a well has been drilled. Certain acreage owned by Scurry-Rainbow
falls into various categories of the Act.

In Saskatchewan, government oil and gas rights are granted as exploration permits, drilling reservations and
leases. Exploration permits have terms of three years and are renewable for up to two further one year periods
at the discretion of the government. The holder of a permit may, at any time, provided work obligations have
been complied with, select between 40% and 60% of the permit area as leases. Drilling reservations have a term
of one year and may be renewed for up to two further one year periods. Provided a well has been drilled on
the drilling reservation, leases may be selected for up to 50% of the lands. Leases are issued for primary terms
of five years and continue on the basis of production.

In Manitoba, leases have a primary term of five years and may be continued on the basis of production,
or may be continued without production for up to an additional five years on the payment of an escalating penalty
or rental,

0il and gas interests in federal lands are governed by the Canada Petroleum Resources Act (the “CPRA").
Under the CPRA, lands in the Arctic Islands, Beaufort Sea, Yukon Territory and Northwest Territories and certain
Atlantic and Pacific offshore lands are administered by the federal government.

Private owners of oil and gas rights in all Canadian jurisdictions grant leases for varying periods. These
leases are generally continued, by the terms of the leases, beyond the primary term (usually one to five years)
on the basis of production or deemed production.
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Crude il Prices and Production

In Canada, producers negotiate sales contracts directly with purchasers at competitive market prices. Crude
oil production is sold domestically under short term contracts with various refining companies and other purchasers.
For light crude oil export contracts of more than one year, and for medium and heavy crude oil export contracts
of more than two years, the prior approval of the National Energy Board (“NEB") is required. Contracts for
shorter terms are monitored by the NEB to ensure, among other things, that contracted volumes being exported
are excess to foreseeable Canadian requirements.

In Alberta, the Energy Resources Conservation Board can restrict crude oil production from a pool under
what is called a Maximum Rate Limitation (“MRL”). Under the current market regime, MRLs are assigned for
conservation purposes and are the major factor in controlling pool/well production rates. The objective of MRLs
is to prevent waste and achieve the best technical recovery, along with an orderly development of hydrocarbon
resources.

Natural Gas Prices and Production

The Canadian natural gas market is a market oriented system with the price and terms of natural gas sales
determined through negotiation between buyer and seller. Gas production is sold under long and short term contracts
direct to gas users and to marketing companies who allocate their demand among contracted suppliers.

For natural gas removed from Alberta on a long term basis, the provincial government requires each producer
to dedicate sufficient reserves to fulfil contractual requirements. Gas removed from Alberta on a short term basis
does not require reserve dedication. When granting removal permits the provincial government tries to protect
displacement of existing Alberta supplied Canadian core markets. To enforce this mechanism, the provincial
government adopted a ‘‘core market policy”. This policy enables the government to refuse issuance of a removal
permit if the sale is likely to displace Canadian core market gas sales. During 1991, the Government of Alberta
amended the definition of core market to comprise residential, institutional and commercial users. The provincial
government announced in September 1991, that Alberta producers could sell directly to small domestic industrial
natural gas users outside Alberta. Prior to this announcement only large industrial users were serviced. The Alberta
Department of Energy is continuing to evaluate its core market definition.

Export of natural gas from Canada to the United States requires approval by the NEB and the Government
of Canada. Presently, export orders for terms of 2 years or less are approved by NEB order without a public
hearing and are valid at any border point. Natural gas export licences for contracts with terms of two years or
more may require a public hearing. In August 1991, the NEB stated that it no longer intended to assess whether
sufficient reserves were available to fulfil export sales contracts.

In the United States, the deregulation process reached its final stages when the Federal Energy Regulatory
Commission introduced its decision on interstate pipeline Rate Design and Comparability Matters (“Order 636™).
The purpose of Order 636 is to ensure that transportation service offered by pipelines is comparable in quality
for all gas suppliers whether the customer purchased the gas from the pipeline or from another supplier. The
two main factors in achieving this are unbundling of service and changes in rate design.

Royalties

Royalties are imposed by governments and by freehold owners on the production of crude oil, natural gas,
and related products. In addition, provincial governments levy a freehold mineral tax, or its equivalent, on producing
lands not owned by the provinces. The rates of provincial government royalties on crude oil and natural gas (including
by-products) are determined by regulation and are generally calculated as a percentage of production. The royalty
rates vary depending on well production volume, selling price, type and location of well, recovery method, and
date of discovery.

In Alberta, the provincial royalty rate is principally affected by the date of discovery, product type, selling
price, the production rate and the availability of applicable incentives. These royalty rates may vary between
zero and 40%. Effective January 1, 1993 the Government of Alberta introduced measures intended to provide
a modest amount of royalty relief to producers in a low price environment. The revised royalty regime is more
sensitive to the price of oil and gas and reduces the maximum rate from 40% to 35%. The natural gas royalty
system calculates royalty rates on the basis of a monthly average market price. Natural gas sales are deemed,
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for royalty purposes, to have been sold at the greater of the actual sales price or 80% of the government calculated
average market price. Under changes announced by the Government of Alberta in October, 1992, effective January 1,
1994, royalties on natural gas will be established at the processing plant outlet rather than at the point of sale
and will be determined on the basis of either the weighted average plant outlet price of provincial gas production
or a corporate weighted average price. These changes were intended to simplify natural gas royalty reporting
and are not expected to materially affect the average royalty burden of Scurry-Rainbow or Home Oil.

To encourage drilling activity, the Government of Alberta has, at various times, introduced incentives which
have either reduced or eliminated the payment of royalties for limited periods of time. Current regulations provide
royalty incentives for production from new oil wells, reactivated and low productivity wells, horizontal re-entry
wells and new deep gas wells.

The Government of Alberta has also put in place incentive programs to encourage the oil producers to proceed
with enhanced oil recovery schemes. Under such programs, any incremental production of oil from an eligible
project is exempt from crown royalties until such time as the capital and injected product costs required to implement
the scheme are recovered. The enhanced oil recovery scheme at Swan Hills Unit No. 1 currently qualifies for
this royalty relief.

Maximum crown royalty rates in British Columbia, Saskatchewan, and Manitoba are approximately 40%
for old oil and 30% for new oil. Generally, new oil is oil discovered after April 1, 1974 or additional oil obtained
as a result of infill drilling or tertiary recovery schemes. Actual royalty rates are significantly less because of
the sliding scale nature of the royalty formulas which are significantly influenced by the price received, the rate
of production and certain incentives which may be applicable. Current regulations in Saskatchewan and Manitoba
provide for royalty relief for oil production from exploration wells based on location and drilling depth, as well
as from horizontal wells. British Columbia does not currently provide royalty relief for new wells but owners
may continue to benefit from previous incentive programs. In British Columbia, the royalty on gas from crown
land, which can be a maximum of approximately 20%, is calculated at the processing plant outlet and is priced
based on the greater of actual sales price or the British Columbia Posted Minimum Price.

Royalty on freehold oil and natural gas production typically ranges between 12.5% and 20%, as fixed in the lease.

Taxation

Scurry-Rainbow and Home Oil are subject to Canadian federal and provincial income taxes. The federal rate
on regular income, before a federal surtax of 3% of federal tax and after the provincial abatement of 10%, is
28%. while the federal rate on manufacturing and processing income is 23%. This rate is reduced to 22% and
21% for 1993 and 1994, respectively. Effective July 1, 1989, the Government of Canada introduced a Large
Corporations Tax (“LCT™), levied at a rate of 0.175% until the end of 1990 and 0.2% thereafter, on taxable
capital employed in Canada. Generally, corporations are subject to the greater of LCT or federal surtax. The
LCT is not deductible in computing income for income tax purposes. Provincial tax rates ranging from 15.5%
to 17% are applied to income subject to tax. Prior to April 1, 1990, the Government of Alberta provided for
a 6% abatement in respect of manufacturing and processing income earned in that province. From April 1, 1990
to June 30, 1992, there was no manufacturing and processing abatement in Alberta. Effective July 1, 1992,
manufacturing and processing income earned in Alberta is eligible for a 0.5% abatement with an additional
0.5% commencing January 1, 1993.

In computing income to which the federal tax applies, Canadian exploration expenses are fully deductible
in the year incurred. Canadian development expenses and the acquisition costs of oil and gas properties are deductible
at 30% and 10% per year, respectively, on a declining balance basis. The deductibility of such expenses incurred
is reduced to the extent of government assistance received in relation thereto.

Payments made to provincial governments for royalties, certain oil and gas lease rentals, mineral taxes and
similar payments are not deductible from income for federal income tax purposes. However, to compensate for
these nondeductible payments, a resource allowance of 25% of resource profits is permitted. Such payments made
to the governments of Alberta, British Columbia and Saskatchewan in excess of the resource allowance are deductible
in computing provincial taxable income in each such province. In addition, the Government of Alberta provides
a refundable tax credit based on royalties paid to the province. Prior to 1990, this tax credit, the Alberta Royalty
Tax Credit (the “ARTC”), was limited to $3 million annually for each company or group of associated companies,
with certain exceptions. Effective January 1, 1990, the ARTC program was changed. For the years 1990 through
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1995, the ARTC ranges from 25% to 85% of up to $2.5 million of royalties paid to the province depending on
the prevailing price of oil.

The Government of British Columbia introduced a capital tax, effective April 1, 1992, for corporations with
permanent establishments in that province. The tax is levied at a rate of 0.3% on taxable capital employed in
British Columbia and is deductible from income for computing federal and provincial income tax purposes. Effective
April 1, 1992, there was an increase in the Saskatchewan resource surcharge from 2% to 3% with a further increase:
to 3.6 % effective April 1, 1993. This surcharge is applied against gross working interest revenue in Saskatchewan
and is not deductible from income for federal income tax purposes.

Environmental Considerations

The oil and gas industry is currently subject to environmental regulations pursuant to a variety of provincial
and federal legislation. Such legislation provides for restrictions and prohibitions on releases or emission of various
substances produced by certain oil and gas industry operations. In addition, such legislation requires that well
and facility sites be abandoned and reclaimed to the satisfaction of provincial authorities. Compliance with such
legislation can require significant expenditures and a breach of such requirements may result in the imposition
of material fines and penalties. Environmental legislation in Alberta has recently undergone a major revision and
consolidation pursuant to which approval procedures will become increasingly onerous and stipulated fines and
penalties will be substantially increased.

Risks

Scurry-Rainbow and Home Oil are involved in the oil and gas industry which is intensely competitive in
all phases. Competition for desirable acreage is substantial and many competitors possess financial resources and
technical facilities equal to or greater than those available to such companies. Many such companies not only
explore for and produce crude oil and natural gas but also carry on refining operations and market petroleum
and other products on a worldwide basis. Like their competitors, Scurry-Rainbow and Home Oil must incur
substantial expenditures in locating and acquiring properties, drilling exploratory wells and developing properties
with no assurance that crude oil or natural gas will be discovered or, if discovered, that it will be in sufficient
quantity to permit commercial operations. There is also competition between the oil and gas industry and other
industries with respect to the supply of energy and fuel to industrial, commercial and individual customers. The
industry is also subject to considerable government regulation with the consequent risk of change in regulation,
and reference is made to “‘Canadian Laws and Regulations” above for additional information.

The marketability of crude oil and natural gas which may be acquired or discovered is affected by numerous
factors beyond the owner’s control. These factors include market fluctuations, the world price of crude oil, the
proximity and capacity of crude oil and natural gas pipelines and processing facilities and government regulations,
including regulations relating to prices, taxes, royalties, land tenure, allowable production, the import and export
of crude oil and natural gas and environmental protection. The effect of these factors cannot be predicted.

Scurry-Rainbow’s and Home Oil’s operations are subject to all of the risks normally incidental to the operation
and development of crude oil and natural gas properties and the drilling of crude oil and natural gas wells, including
the encountering of unexpected formations or pressures, blow-outs and fires, which could result in personal
injuries, loss of life and damage to properties of these companies and others. In accordance with customary industry
practice, these companies maintain insurance where reasonably advisable however, they are insured against certain
of these risks, nor are all such risks fully insurable.

The principal financial risks and uncertainties which Scurry-Rainbow and Home Oil face are those of future
oil and gas price levels, and the ability to explore for and develop reserves at an economic cost.

The exploration for, and development of, hydrocarbon reserves is dependent on access of drilling and related
equipment to areas where such activities are to be conducted. Seasonal variations, including freeze-up and break-up
affect such access in certain circumstances and explain the disproportionate share of exploration and development
expenses incurred in the winter season.

The principal markets for natural gas sold by Scurry-Rainbow and Home Oil use such product as a heating
fuel. Accordingly, climatic conditions in these markets affect the demand for, and sales of, Scurry-Rainbow’s
and Home Oil’s natural gas. Depending on prevailing conditions, the sales volumes and to a lesser degree the
price received for sales of Scurry-Rainbow’s and Home Oil’s natural gas are generally higher in winter than in
summer months.
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General Proxy Information

Solicitation of Proxies

The solicitation of proxies will be primarily by mail. In accordance with regulatory requirements, the
Corporation will reimburse brokers and other nominees holding Scurry Shares in their names or in the names
of their principals, the proper costs incurred by them in sending these solicitation materials to their principals.
Scurry-Rainbow has retained MacKenzie Partners, Inc. at an estimated cost of U.S. $6,000 to assist in the solicitation
of proxies from Shareholders in the United States.

No person is authorized to give any information or to make any representation other than those contained
in this Circular and, if given or made, such information or representation should not be relied upon as having
been authorized. The delivery of this Circular shall not, under any circumstances, create an implication that there
has been no change in the information set forth herein since the date of this Circular.

Appointment of Proxy and Discretionary Authority

The persons named in the enclosed form of proxy for the Special Meeting are officers and/or directors of
Scurry-Rainbow. A Shareholder has the right to appoint a person (who need not be a Shareholder) other
than persons designated in the form of proxy as proxyholder to attend and act for and on behalf of such
Shareholder at the Special Meeting and may exercise such right by inserting the name of such person in
the blank space provided in the form of proxy. If a Shareholder appoints a person designated in the form
of proxy as proxyholder and does not direct the said proxyholder to vote either in favour of or against the
Arrangement Resolution, the proxy shall be voted in favour of the Arrangement Resolution. The enclosed
form of proxy confers discretionary authority upon the proxyholders with respect to amendments or variations
to the matter identified in the Notice of Special Meeting and other matters which may properly come before
the Special Meeting.

The persons named in the form of proxy will vote the Scurry Shares in respect of which they are appointed
in accordance with the direction of the Shareholder appointing them. The Scurry Shares represented by the form
of proxy at the Special Meeting will be voted subject to the provisions of the ABCA and, if a choice is specified
in the form of proxy with respect to the matter identified therein, the Shares represented by such form of proxy
will be voted in accordance with the specifications so made.

The Board of Directors and Management know of no matters to come before the Special Meeting other than
the matter referred to in the accompanying Notice of Special Meeting. However, if any other matters should
properly come before the Special Meeting, the Scurry Shares represented by proxies in favour of Management
proxies will be voted on such matters in accordance with the best judgement of such proxyholder.

Time for Deposit of Proxies

To be used at the Special Meeting, the form of proxy must be deposited with the Corporate Secretary of
the Corporation, c¢/o Montreal Trust Company of Canada, Corporate Trust Department, 411 - 8th Avenue SW.,
Calgary, Alberta, Canada T2P 1E7, on or before 4:30 p.m., Calgary time, on the Business Day preceding the
date of the Special Meeting. The Corporation may refuse to recognize any form of proxy received after this time.

Revocability of Proxy

A Shareholder who has given a form of proxy may revoke it by instrument in writing executed by the
Shareholder or by his or her attorney authorized in writing and deposited either at the office of the Corporate
Secretary of the Corporation at any time up to and including the last business day preceding the day of the Special
Meeting or with the Chairman of the Special Meeting on the day of the Special Meeting or in any other manner
permitted by law.
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Voting Shares and Record Date

There are 13,462,129 Scurry Shares issued and outstanding. The Board of Directors has fixed September 27,
1993 as the record date for determining Shareholders entitled to Notice of the Special Meeting. Only Shareholders
of record at the close of business on September 27, 1993 will be entitled to vote in respect of the Arrangement
Resolution at the Special Meeting, except that a person who has acquired Scurry Shares subsequent to such record
date will be entitled to vote such Scurry Shares upon making a written request to that effect not later than ten
days preceding the date of the Special Meeting to the Corporate Secretary of Scurry-Rainbow at the registered
office of Scurry-Rainbow indicated in the Circular and establishing that such person owns such Scurry Shares.
On each matter to come before the Special Meeting, each Shareholder is entitled to one vote for each Scurry
Share standing in his or her name on the securities register of the Corporation.

Certificate of Scurry-Rainbow

The foregoing contains no untrue statement of material fact and does not omit to state a material fact that
is required to be stated or that is necessary to make a statement not misleading in the light of the circumstances
in which it was made.

DATED the 24th day of September, 1993.

ST M @ £ Fp o

David E. Powell Allen R. Hagerman
President and Chief Executive Officer Vice President and Chief Financial Officer
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Consent
To the Board of Directors of Scurry-Rainbow Oil Limited

We hereby consent to the inclusion of our valuation report and fairness opinion dated September 20, 1993
to the Special Committee of the Board of Directors of Scurry-Rainbow Oil Limited in the Management Information
Circular and Proxy Statement (the ““Circular”) of Scurry-Rainbow Oil Limited dated September 24, 1993 and
to all references thereto and the summary thereof contained in the Circular. We also consent to the filing of such
valuation report and fairness opinion with regulatory authorities in accordance with applicable securities laws
and policies.

Calgary, Alberta RBC Dominion Securities Inc.
September 24, 1993
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SCHEDULE A
ARRANGEMENT RESOLUTION

BE IT RESOLVED THAT:

12

The Arrangement pursuant to Section 186 of the Business Corporations Act (Alberta) substantially as set
forth in the Plan of Arrangement attached as Appendix 1 to the Arrangement Agreement dated as of
September 20, 1993 between Home Oil Company Limited and the Corporation (the ‘‘Arrangement
Agreement’’), which Arrangement Agreement is attached as Schedule B of the Management Information
Circular and Proxy Statement of the Corporation accompanying the Notice of this Special Meeting, is hereby
authorized and approved;

The Arrangement Agreement is hereby ratified, confirmed and approved;

Notwithstanding that this resolution has been duly passed by the shareholders of the Corporation, the directors
of the Corporation are hereby authorized and empowered to revoke this resolution at any time prior to the
issue of a certificate of amendment giving effect to the Arrangement without further approval of the shareholders
of the Corporation; and

Any director or officer of the Corporation is hereby authorized and empowered, acting for, in the name
of and on behalf of the Corporation, to execute or to cause to be executed, and to deliver or to cause to
be delivered, all such documents and instruments, and to do or to cause to be done all such acts and things,
as in the opinion of such director or officer may be necessary or desirable in order to fulfil the intent of
the foregoing paragraphs of this resolution.






SCHEDULE B
ARRANGEMENT AGREEMENT
THIS AGREEMENT made as of the 20th day of September, 1993,
BETWEEN:

HOME OIL COMPANY LIMITED, a corporation incorporated under the laws
of Canada (“Home”)

— and —

SCURRY-RAINBOW OIL LIMITED, a corporation incorporated under the laws
of Alberta (“Scurry™)

WHEREAS Scurry intends to propose to its shareholders an arrangement under Section 186 of the Act on
the terms and conditions of the Plan of Arrangement annexed hereto as Appendix 1;

NOW THEREFORE THIS AGREEMENT WITNESSES THAT in consideration of the premises and the
respective covenants and agreements herein contained, the parties hereto covenant and agree as follows:

ARTICLE 1
INTERPRETATION
1.1 Definitions

In this Agreement, including the recitals, unless there is something in the subject matter or context inconsistent
therewith, the following terms shall have the following meanings:

“Act” means the Business Corporations Act, S.A. 1981, ¢. B-15, as amended;

“Arrangement” means an arrangement under the provisions of Section 186 of the Act on the terms and
conditions set forth in the Plan of Arrangement;

“Business Day” means a day other than a Saturday, Sunday or a day when banks in the City of Calgary
generally are not open for business;

“Certificate of Amendment” means the certificate of amendment issued by the Registrar in respect of the
Arrangement;

“Court” means the Court of Queen’s Bench of Alberta;

“Effective Date” means the date shown on the certificate of amendment to be issued by the Registrar giving
effect to the Arrangement;

“Final Order” means the final order of the Court approving the Arrangement;

“Home” means Home Oil Company Limited, a corporation incorporated under the Canada Business
Corporations Act;

“Home Shares” means common shares of Home;

“Interim Order” means the order of the Court providing for, among other things, the calling and holding
of the Scurry Meeting;

“Plan of Arrangement” means the plan of arrangement set out as Appendix 1 hereto and any amendment
or variation thereto made in accordance with Section 5.1 hereof;

“Registrar” means the Registrar of Corporations or a Deputy Registrar of Corporations for the Province
of Alberta, duly appointed under the Act;

“Scurry” means Scurry-Rainbow Oil Limited, a corporation incorporated under the Act;
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“Scurry Meeting” means the special meeting of holders of Scurry Shares (including any adjournment thereof)
to be held to consider and, if thought fit, to approve the Arrangement;

“Scurry Proxy Circular” means the management information circular and proxy statement of Scurry to
be sent to the shareholders of Scurry in connection with the Scurry Meeting; and

“Scurry Shares” means the common shares of Scurry.

1.2 Interpretation Not Affected by Headings, Etc.

The division of this Agreement into articles, sections and other portions and the insertion of headings are
for convenience of reference only and shall not affect the construction or interpretation of this Agreement. The
terms “this Agreement”, “‘hereof”’, “‘herein” and “hereunder” and similar expressions refer to this Agreement
and the schedule hereto and not to any particular article, section or other portion hereof and include any agreement
or instrument supplementary or ancillary hereto.

1.3 Number, Etc.

Unless the context requires the contrary, words importing the singular number only shall include the plural
and vice versa; words importing the use of any gender shall include all genders; and words importing persons
shall include firms, trusts, partnerships and corporations.

1.4 Date For Any Action

If any date on which any action is required to be taken hereunder by any of the parties hereto is not a Business
Day, such action shall be required to be taken on the next succeeding day which is a Business Day.

1.5 Entire Agreement

This Agreement, together with the schedule, the agreements and other documents herein or therein referred
to, constitutes the entire agreement between the parties pertaining to the subject matter hereof and supersedes
all prior agreements, understandings, negotiations and discussions, whether oral or written, between the parties
with respect to the subject matter hereof.

ARTICLE 2
REPRESENTATIONS AND WARRANTIES

2.1 Representations and Warranties of Scurry

Scurry represents and warrants to and in favour of Home as follows and acknowledges that Home is relying
upon such representations and warranties in connection with the matters contemplated by this Agreement:

(a) Scurry is a corporation validly existing under the Act and has the corporate power and authority to
enter into this Agreement and, subject to obtaining the requisite approvals contemplated hereby, to
perform its obligations hereunder;

(b) the execution and delivery of this Agreement and the performance of the transactions contemplated
herein have been duly authorized by the board of directors of Scurry and this Agreement constitutes
a valid and binding obligation of Scurry enforceable against it in accordance with its terms, subject
to the availability of equitable remedies and the enforceability of creditors’ rights generally;

(c) the execution and delivery of this Agreement by Scurry and the performance of the transactions
contemplated herein do not and will not (with notice, lapse of time or otherwise):

(i) result in a breach or violate any term or provision of the articles or by-laws of Scurry; or

(ii) conflict with, result in a breach of or constitute a default under, or accelerate or permit the acceleration
of the performance required by any agreement, instrument, license, permit or authority to which
Scurry is a party or by which it is bound or to which any asset of Scurry is subject, or result
in the creation of any lien, charge or encumbrance upon any of the assets of Scurry under any
such agreement or instrument, or give to others any interest or right, including rights of purchase,
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(d)

(e)

®

(®

(h)

termination, cancellation or acceleration, under any such agreement, instrument, license, permit
or authority which would have a material adverse effect on the business or assets of Scurry;

the financial statements of Scurry as at and for the year ended December 31, 1992 and the unaudited
interim financial statements of Scurry as at and for the six months ended June 30, 1993, with the notes
thereto (where applicable), present fairly the financial position of Scurry as at the respective dates of
such statements and the results of its operations and the changes in its financial position for the periods
then ended in accordance with generally accepted accounting principles applied, except as disclosed,
on a consistent basis;

the authorized capital of Scurry consists of 200,000,000 common shares and 100,000,000 preferred
shares, of which 13,462,129 common shares (and no preferred shares) are issued and outstanding as
fully paid and non-assessable;

no person has any agreement or option, or any right capable of becoming an agreement or option, for
the purchase of any unissued shares of Scurry or any securities convertible or exchangeable into such
shares;

Scurry is not in breach or violation of any of the terms or provisions of or in default under (i) any
indenture, mortgage, deed of trust, loan agreement or other agreement (written or oral) or instrument
to which Scurry is a party or by which Scurry is bound or to which any of the assets of Scurry is subject
or (ii) any statute or any order, rule or regulation of any court or government or governmental agency
or authority having jurisdiction over Scurry or any of its assets, where such breach, violation or default
would prevent or materially hinder the completion of the Arrangement or have a material adverse effect
on the business or assets of Scurry;

To the best of the knowledge of Scurry’s officers (having made due inquiry), except to the extent that
any violation or other matter referred to in this paragraph 2. 1(h) does not have a material adverse effect
on the financial condition, operations or business of Scurry:

(i) Scurry is not in violation of any applicable federal, provincial, municipal or local laws, regulations,
orders, government decrees or ordinances with respect to environmental, health or safety matters
(collectively “Environmental Laws™);

(ii) Scurry has operated its business at all times and has received, handled, used, stored, treated, shipped
and disposed of all contaminants without violation of Environmental Laws;

(iii) there have been no spills, releases, deposits or discharges of hazardous or toxic substances,
contaminants or wastes which have not been rectified or are in the process of being rectified on
any of the real property owned or leased by Scurry or under Scurry’s control, nor has any such
real property been used at any time by any person as a landfill or waste disposal site;

(iv) there have been no releases, deposits or discharges, in violation of Environmental Laws, of any
hazardous or toxic substances, contaminants or wastes into the earth, air or into any body of water
or any municipal or other sewer or drain water systems by Scurry;

(v) no orders, directions or notices have been issued and remain outstanding pursuant to any
Environmental Laws relating to the business or assets of Scurry;

(vi) Scurry has not failed to report to the proper governmental authority the occurrence of any event
which is required to be so reported by any Environmental Laws; and

(vii) Scurry holds all licenses, permits and approvals required under any Environmental Laws in
connection with the operation of its business and the ownership and use of its assets, all such licenses,
permits and approvals are in full force and effect, and except for (A) notifications and conditions
of general application to assets of the type owned by Scurry, and (B) obligations under the Land
Surface Conservation and Reclamation Act (Alberta), Scurry has not received any notification
pursuant to any Environmental Laws that any work, repairs, construction or capital expenditures
are required to be made by it as a condition of continued compliance with any Environmental
Laws, or any licence, permit or approval issued pursuant thereto, or that any licence, permit or
approval referred to above is about to be reviewed, made subject to limitations or conditions, revoked,
withdrawn or terminated;
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)

there has been no material adverse change (or event, condition or state of facts which may reasonably
be expected to give rise to any such change) in the assets, financial condition, business or prospects
of Scurry since June 30, 1993; and

the information set forth in the Scurry Proxy Circular in respect of Scurry and its business and assets
will be true, correct and complete in all material respects and will not contain any untrue statement
of a material fact or omit to state a material fact required to be stated therein or necessary in order
to make a statement therein not misleading in light of the circumstances in which it was made.

2.2 Representations and Warranties of Home

Home represents and warrants to and in favour of Scurry as follows and acknowledges that Scurry is relying
upon such representations and warranties in connection with the matters contemplated by this Agreement:

(a)

(b)

(c)

(d)

(e)

()

(g)

(h)

Home is a corporation validly existing under the Canada Business Corporations Act and has the corporate
power and authority to enter into this Agreement and to perform its obligations hereunder;

the execution and delivery of this Agreement and the performance of the transactions contemplated
herein have been duly authorized by the board of directors of Home and this Agreement constitutes
a valid and binding obligation of Home enforceable against it in accordance with its terms, subject
to the availability of equitable remedies and the enforcement of creditors’ rights generally:

the execution and delivery of this Agreement by Home and the performance of the transactions
contemplated herein do not and will not (with notice, lapse of time or otherwise):

(i) result in a breach or violate any term or provision of the articles or by-laws of Home; or

(ii) conflict with, result in a breach of or constitute a default under, or accelerate or permit the acceleration
of the performance required by any agreement, instrument, license, permit or authority to which
Home is a party or by which it is bound or to which any asset of Home is subject, or result in
the creation of any lien, charge or encumbrance upon any of the assets of Home under any such
agreement or instrument, or give to others any interest or right, including rights of purchase,
termination, cancellation or acceleration, under any such agreement, instrument, license, permit
or authority which would have a material adverse effect on the business or assets of Home;

the financial statements of Home as at and for the year ended December 31, 1992 and the unaudited
interim financial statements of Home as at and for the six months ended June 30, 1993, with the notes
thereto (where applicable), present fairly the financial position of Home as at the respective dates of
such statements and the results of its operations and the changes in its financial position for the periods
then ended in accordance with generally accepted accounting principles applied, except as disclosed,
on a consistent basis;

the authorized capital of Home consists of an unlimited number of common shares and an unlimited
number of preferred shares, of which 39,646,664 common shares (and no preferred shares) are issued
and outstanding as fully paid and non-assessable;

except for options to purchase Home Shares granted under Home's Incentive Compensation Plan (1991),
no person has any agreement or option, or any right capable of becoming an agreement or option, for
the purchase of any unissued shares of Home or any securities convertible or exchangeable into such shares;

Home is not in breach or violation of any of the terms or provisions of or in default under (i) any indenture,
mortgage, deed of trust, loan agreement or other agreement (written or oral) or instrument to which
Home is a party or by which Home is bound or to which any of the assets of Home is subject or (ii)
any statute or any order, rule or regulation of any court or government or governmental agency or
authority having jurisdiction over Home or any of its assets, where such breach, violation or default
would prevent or materially hinder the completion of the Arrangement or have a material adverse effect
on the business or assets of Home;

To the best of the knowledge of Home’s officers (having made due inquiry), except to the extent that
any violation or other matter referred to in this paragraph 2.2(h) does not have a material adverse effect
on the financial condition, operations or business of Home:



(i) none of Home or its subsidiaries (other than Scurry) is in violation of any Environmental Laws;

(i) each of Home and its subsidiaries (other than Scurry) has operated its business at all times and
has received, handled, used, stored, treated, shipped and disposed of all contaminants without
violation of Environmental Laws;

(iii) there have been no spills, releases, deposits or discharges of hazardous or toxic substances,
contaminants or wastes which have not been rectified or are in the process of being rectified on
any of the real property owned or leased by Home or any of its subsidiaries (other than Scurry)
or under their respective control, nor has any such real property been used at any time by any
person as a landfill or waste disposal site;

(iv) there have been no releases, deposits or discharges, in violation of Environmental Laws, of any
hazardous or toxic substances, contaminants or wastes to the earth, air or into any body of water
or any municipal or other sewer or drain water system by any of Home or its subsidiaries (other
than Scurry);

(v) no orders, directions or notices have been issued and remain outstanding pursuant to Environmental
Laws relating to the business or assets of Home or any of its subsidiaries (other than Scurry);

(vi) none of Home or its subsidiaries (other than Scurry) has failed to report to the proper governmental
authority the occurrence of any event which is required to be so reported by any Environmental
Laws; and

(vii) each of Home and its subsidiaries (other than Scurry) holds all licenses, permits and approvals
required under any Environmental Laws in connection with the operation of its business and the
ownership and use of its assets, all such licenses, permits and approvals are in full force and effect,
and except for (A) notifications and conditions of general application to assets of the type owned
by Home, and (B) obligations under the Land Surface Conservation and Reclamation Act (Alberta),
none of Home or its subsidiaries (other than Scurry) has received any notification pursuant to any
Environmental Laws that any work, repairs, construction or capital expenditures are required to
be made by it as a condition of continued compliance with any Environmental Laws, or any licence,
permit or approval issued pursuant thereto, or that any licence, permit or approval referred to
above is about to be reviewed, made subject to limitations or conditions, revoked, withdrawn or
terminated;

(i) there has been no material adverse change (or event, condition or state of facts which may reasonably
be expected to give rise to any such change) in the assets, financial condition, business or prospects
of Home since June 30, 1993;

(j) the information set forth in the Scurry Proxy Circular in respect of Home and its business and assets
will be true, correct and complete in all material respects and will not contain any untrue statement
of a material fact or omit to state a material fact required to be stated therein or necessary in order
to make a statement therein not misleading in light of the circumstances in which it was made; and

(k) the Home Shares which may be issued pursuant to the Plan of Arrangement will, upon issuance, be
validly issued as fully paid and non-assessable and will be free from any restrictions on resale (other
than restrictions imposed upon ‘“‘control persons” of Home) under applicable securities laws of the
provinces of Canada.

ARTICLE 3
COVENANTS
3.1 Covenants of Scurry
Scurry covenants and agrees as follows: -

(a) until the Effective Date, Scurry will not perform any act or enter into any transaction or negotiation
which might directly or indirectly interfere or be inconsistent with the completion of the transactions
contemplated herein;



(b)

(c)

to prepare and file the Scurry Proxy Circular in all jurisdictions where the same is required to be prepared
and filed by Scurry and mail the same to its shareholders in accordance with National Policy 41 of
the Canadian Securities Administrators, the Interim Order and applicable law; and

to do all such acts and things as may be necessary or desirable in order to give effect to the Arrangement
and, without limiting the generality of the foregoing:

(i) to use its best efforts to obtain the approval at the Scurry Meeting of its shareholders required
for the implementation of the Arrangement;

(i) to use its best efforts to obtain the Interim Order and the Final Order as provided in Section 3.3 hereof;

(iii) to use its best efforts to obtain such other consents, orders or approvals as are necessary or desirable
for the completion of the Arrangement, including those referred to in Section 4.1 hereof;

(iv) to defend vigorously all law suits or other legal proceedings against it challenging this Agreement
or the completion of the transactions contemplated herein; and

(v) to effect all necessary registrations, filings and submissions of information requested by governmental
authorities required to be effected by it in connection with the Arrangement.

3.2 Covenants of Home

Home covenants and agrees as follows:

(a)

(b)

(c)
(d)

(e)

until the Effective Date, neither Home nor any of its affiliates (other than Scurry) will perform any
act or enter into any transaction or negotiation which might directly or indirectly interfere or be inconsistent
with the completion of the transactions contemplated herein;

Home will provide Scurry with all relevant information relating to Home and its subsidiaries (other
than Scurry) and their respective businesses and assets for inclusion in the Scurry Proxy Circular to
the standard referred to in paragraph 2.2(j);

to vote all Scurry Shares held by it in favour of the Arrangement at the Scurry Meeting;

to do all acts and things as may be necessary or desirable to give effect to the Arrangement and, without
limiting the generality of the foregoing:

(i) to pay the cash consideration to those holders of Scurry Shares who elect to receive cash for their
Scurry Shares in accordance with the terms of the Plan of Arrangement;

(ii) to issue the Home Shares to those holders of Scurry Shares who elect or are deemed to have elected
to receive Home Shares in accordance with the terms of the Plan of Arrangement;

(iii) to apply for and use best efforts to obtain the listing on The Toronto Stock Exchange and the American
Stock Exchange, as of the Effective Date or so soon thereafter as is practicable, of the Home Shares
which may be issued pursuant to the Arrangement;

(iv) to co-operate in obtaining the Interim Order and the Final Order as provided in Section 3.3 hereof;

(v) to co-operate in obtaining (or use best efforts to obtain, if the matter is within the control of Home)
such other consents, orders or approvals as are necessary or desirable for the completion of the
Arrangement, including those referred to in Section 4.1 hereof;

(vi) to defend vigorously all law suits or other legal proceedings against it challenging this Agreement
or the completion of the transactions contemplated herein; and

(vii) to effect all necessary registrations, filings and submissions of information requested by governmental
authorities required to be effected by it in connection with the Arrangement; and

if the Arrangement is completed and any holders of Scurry Shares exercise rights of dissent as provided
for under the Plan of Arrangement, to pay the amounts required to be paid to all such shareholders
as contemplated by Section 3.1 of the Plan of Arrangement.



3.3 Interim Order and Final Order

Scurry covenants and agrees that it will as soon as practicable apply to the Court pursuant to Section 186
of the Act for the Interim Order providing for, among other things, the calling and holding of the Scurry Meeting
for the purpose of considering and, if thought fit, approving the Arrangement. If the required approvals for the
Arrangement are obtained, Scurry agrees to take the necessary steps to submit the Arrangement to the Court
and apply for the Final Order in such fashion as the Court may direct and, as soon as practicable thereafter,
and subject to compliance with any other condition provided for in Article 4 hereof, file articles of arrangement
pursuant to Subsection 186(10) of the Act and obtain the Certificate of Amendment, provided that such articles
of amendment shall only be filed with the prior written consent of Home, acting reasonably.

ARTICLE 4
CONDITIONS
4.1 Mutual Conditions Precedent

The respective obligations of the parties hereto to complete the transactions contemplated by this Agreement
and the obligation of Scurry to file articles of arrangement to give effect to the Arrangement shall be subject
to satisfaction, on or before the Effective Date, of the following conditions:

(a) the Arrangement shall have been approved without material amendment at the Scurry Meeting by the
requisite majorities of persons entitled to vote thereon as may be determined by the Court or otherwise
required in accordance with applicable law and policies of securities regulatory authorities;

(b) the Interim Order and the Final Order shall have been obtained in form and substance satisfactory to
each party hereto, acting reasonably;

(c) The Toronto Stock Exchange shall have conditionally approved the listing of the Home Shares which
may be issued pursuant to the terms of the Plan of Arrangement, subject to compliance with the usual
requirements of such exchange;

(d) all other consents, orders and approvals necessary or that the parties hereto agree are desirable for
the completion of the transactions contemplated herein shall have been obtained,;

(e) there shall not be in force any order or decree making illegal, restraining or enjoining the completion
of the transactions contemplated herein;

() none of the consents, orders or approvals contemplated herein shall contain terms or conditions or require
undertakings or security deemed unacceptable by any of the parties hereto, acting reasonably; and

(2) this Agreement shall not have been terminated under Article 5.

4.2 Conditions to Obligation of Home

In addition to the conditions set forth in Section 4.1, the obligation of Home to complete the transactions
contemplated by this Agreement is subject to the following conditions, any of which may be waived by Home
in whole or in part without prejudice to Home’s right to rely on any other condition in favour of Home:

(a) the covenants of Scurry to be performed on or before the Effective Date pursuant to this Agreement
shall have been duly performed in all material respects by Scurry;

(b) except as affected by transactions contemplated by this Agreement, the representations and warranties
of Scurry shall be true and correct in all material respects as of the Effective Date, with the same effect
as if such representations and warranties had been made at and as of such time, and Home shall have
received a certificate dated the Effective Date of a senior officer of Scurry confirming the same;

(c) exemptions or waivers in a form satisfactory to Home (acting reasonably) shall have been obtained
by Scurry from the valuation requirements in respect of Home under Ontario Securities Commission
Policy 9.1, Quebec Securities Commission Policy Q-27 and any other law or requirement of any regulatory
authority; and :

(d) the Effective Date shall have occurred on or before November 30, 1993.
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4.3 Conditions to Obligation of Scurry

In addition to the conditions set forth in Section 4.1, the obligation of Scurry to complete the transactions
contemplated by this Agreement is subject to the following conditions, any of which may be waived by Scurry
without prejudice to Scurry’s right to rely on any other condition in favour of Scurry:

(a) the covenants of Home to be performed on or before the Effective Date pursuant to the terms of this
Agreement shall have been duly performed in all material respects by Home; and

(b) except as affected by the transactions contemplated by this Agreement, the representations and warranties
of Home shall be true and correct in all material respects as at the Effective Date, with the same effect
as if such representations and warranties had been made at and as of such time and Scurry shall have
received a certificate dated the Effective Date of a senior officer of Home confirming the same.

4.4 Notice of Non-Compliance

Each of Home and Scurry shall give prompt notice to the other of the occurrence, or failure to occur, at
any time from the date hereof to the Effective Date of any event or state of facts which occurrence or failure
would, or would be likely to:

(a) cause any of the representations or warranties of any party contained herein to be untrue or inaccurate
in any material respect, or

(b) result in the failure to comply with or satisfy any covenant, condition or agreement to be complied
with or satisfied by any party hereunder,

provided that no such notification shall affect the representations or warranties of the parties or the conditions
to the obligations of the parties hereunder.

No party may elect not to complete the transactions contemplated herein pursuant to the conditions precedent
contained in Sections 4.2 (other than paragraph 4.2(d)) or 4.3 unless, prior to the filing on the Effective Date
of articles of arrangement for the purpose of giving effect to the Arrangement, the party intending to rely thereon
has delivered a written notice to the party it alleges to be in breach, specifying in reasonable detail all breaches
of covenants, representations and warranties or other matters which the party delivering such notice is asserting
as the basis for the nonfulfillment of the applicable condition precedent. More than one such notice may be delivered
by a party.

4.5 Merger of Conditions

The conditions set out in Sections 4.1, 4.2 and 4.3 shall be conclusively deemed to have been satisfied, waived
or released by Home and Scurry on the issuance of the Certificate of Amendment.

ARTICLE 5
AMENDMENT AND TERMINATION
5.1 Amendment

This Agreement may at any time and from time to time, before and after the holding of the Scurry Meeting,
but not later than the Effective Date, be amended by written agreement of the parties hereto without, subject to
applicable law, further notice to or authorization on the part of the holders of Scurry Shares, provided that no
such amendment shall decrease the consideration to be received by holders of Scurry Shares in exchange for their
Scurry Shares without the approval of such holders in the same manner as required for the approval of the Arrangement.
This Agreement and the Plan of Arrangement may be amended in accordance with the Final Order but if the terms
of the Final Order require any such amendment, the rights of the parties hereto under Sections 4.1, 4.2, 4.3 and
5.2 shall remain unaffected.

5.2 Termination

This Agreement may at any time before or after the holding of the Scurry Meeting (but no later than the Effective
Date) be terminated by agreement of the parties hereto without further action on the part of the holders of Scurry
Shares.



ARTICLE 6
GENERAL

6.1 Notices

All notices which may or are required to be given pursuant to any provision of this Agreement shall be given
or made in writing and shall be served personally or by telecopy:

in the case of Home addressed to:

Home Oil Company Limited
1600 Home Oil Tower

324 - 8th Avenue S.W.
Calgary, Alberta

T2P 275

Telecopy No.: (403) 232-7678
Attention: Corporate Secretary

and in the case of Scurry addressed to:

Scurry-Rainbow Oil Limited
1600 Home Oil Tower

324 - 8th Avenue SW.
Calgary, Alberta

T2P 2Z5

Telecopy No.: (403) 232-5520
Attention: Corporate Secretary

or such other address which a party may from time to time advise the other party hereto by notice in writing
given in accordance with the foregoing. The date of receipt of any such notice shall be deemed to be the date
of delivery thereof or, in the case of notice sent by telecopy, the date of successful transmission thereof (unless
transmission is received after the normal business hours, in which case, the date of receipt shall be deemed to
be the next Business Day).

6.2 Binding Effect and Assignment

This Agreement and the Arrangement shall be binding upon and shall enure to the benefit of the parties hereto
and their respective successors and permitted assigns. Neither this Agreement nor any rights hereunder or under
the Arrangement may be assigned by any party without the prior written consent of the other.

6.3 Waiver

Any waiver or release of any of the provisions of this Agreement shall only be effective if in writing and
executed by the party granting same.

6.4 Approval of Scurry

Any provision of this Agreement which requires the approval, consent or waiver of Scurry shall be interpreted
as requiring the approval, consent or waiver of a majority of the special committee of the Board of Directors
of Scurry appointed to consider the Arrangement, and any such approval, waiver or consent shall be evidenced
by a document or other instrument signed by a member of such special committee.

6.5 Expenses

Home shall pay all costs and expenses incurred by Home and Scurry in connection with the Arrangement
except that Scurry shall pay all costs and expenses relating to the special committee of the Board of Directors
of Scurry (including any advisors to such special committee).



6.6 Governing Law

This Agreement shall be governed by and construed in accordance with the laws of the Province of Alberta
and the laws of Canada applicable therein and shall be treated in all respects as an Alberta contract.

IN WITNESS WHEREOF the parties have executed this Agreement as of the date first written above.

HOME OIL COMPANY LIMITED

by: (Signed) D. E. Powell

by: (Signed) R. M. Perrin

SCURRY-RAINBOW OIL LIMITED

by: (Signed) B. F. MacNeill

by: (Signed) E. G. Sheasby
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APPENDIX 1

to the Arrangement Agreement Made as of September 20, 1993
Between Home Oil Company Limited
and Scurry-Rainbow Qil Limited

PLAN OF ARRANGEMENT UNDER SECTION 186
OF THE BUSINESS CORPORATIONS ACT (ALBERTA)

ARTICLE 1
INTERPRETATION

1.1 Definitions

In this Plan of Arrangement, unless there is something in the subject matter or context inconsistent therewith,
the following terms shall have the following meanings:

“Act” means the Business Corporations Act, S.A. 1981, c. B-15, as amended;

“Arrangement” means an arrangement under the provisions of Section 186 of the Act, on the terms and
conditions set forth in this Plan of Arrangement;

“Arrangement Agreement’ means the agreement made as of September 20, 1993 between Home and Scurry
to which this Plan of Arrangement is set out as Appendix 1;

“Business Day’’ means a day other than a Saturday, Sunday or a day when banks in the City of Calgary
generally are not open for business;

“Court” means the Court of Queen’s Bench of Alberta;
“Depositary’” means Montreal Trust Company of Canada or the Bank of New York;

“Effective Date” means the date shown on the certificate of amendment to be issued by the Registrar giving
effect to the Arrangement; '

“Election Deadline” means 4:30 P.M. (local time at the place of deposit with the Depositary of the Letter
of Transmittal and Election Form) on the Business Day immediately prior to the date of the Scurry Meeting
or, if the meeting is adjourned, such time on the Business Day immediately prior to the date of such adjourned
meeting;

“Exchange Rate” means the exchange rate used to calculate the conversion of Canadian dollars into U.S.
dollars based upon the Bank of Canada noon rate on any applicable Business Day;

“Holder’” means a registered holder of Scurry Shares immediately prior to the Effective Date or any person
who surrenders to the Depositary certificates representing Scurry Shares duly endorsed for transfer to such
person in accordance with the Letter of Transmittal and Election Form;

“Home” means Home Oil Company Limited, a corporation incorporated under the Canada Business
Corporations Act;

“Home Shares” means common shares of Home;

“Home Share Price” means the “weighted average trading price” of Home Shares on The Toronto Stock
Exchange for the 10 consecutive trading days ending on the trading day immediately prior to the date of
the Scurry Meeting (or, if the meeting is adjourned, immediately prior to the date of such adjourned meeting)
and, for this purpose, “weighted average trading price” shall be determined by dividing the aggregate sale
price of all Home Shares on The Toronto Stock Exchange during such 10 consecutive trading days by the
total number of Home Shares so sold;

“Letter of Transmittal and Election Form™ means the letter of transmittal and election form to be forwarded
by Scurry to the holders of the Scurry Shares together with the management information circular and proxy
statement of Scurry in respect of the Scurry Meeting, for use by Holders in making their election to receive
cash or Home Shares for their Scurry Shares;

“Parent Shares” means the Scurry Shares held by Home immediately prior to the Effective Date;
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“Registrar’”” means the Registrar of Corporations or a Deputy Registrar of Corporations for the Province
of Alberta, duly appointed under the Act;

“Scurry” means Scurry-Rainbow Oil Limited, a corporation incorporated under the Act;
“Scurry Shares” means the common shares of Scurry;

“Scurry Meeting” means the special meeting of the holders of Scurry Shares (including any adjournment
thereof) to be held to consider the Arrangement; and

“U.S.” means the United States of America including the states thereof, the District of Columbia, its territories
and possessions.

1.2 Interpretation Not Affected by Headings, Etc.

The division of this Plan of Arrangement into articles, sections and other portions and the insertion of headings
are for convenience of reference only and shall not effect the construction or interpretation of this Plan of
Arrangement. The terms “this Plan of Arrangement”, “hereof”, “herein” and “hereunder” and similar expressions
refer to this Plan of Arrangement and not to any particular article, section or other portion hereof and include
any agreement or instrument supplementary or ancillary hereto.

1.3 Number, Etc.

Unless the context requires the contrary, words importing the singular number only shall include the plural
and vice versa; words importing the use of any gender shall include all genders; and words importing persons
shall include firms, trusts, partnerships and corporations.

ARTICLE 2
THE ARRANGEMENT
2.1 Arrangement Agreement

This Plan of Arrangement is made pursuant and subject to the provisions of the Arrangement Agreement.

2.2 Transfer of Scurry Shares
Subject to Sections 2.3, 2.4 and 3.1, on the Effective Date:

(a) each of the issued and outstanding Scurry Shares (other than the Parent Shares and Scurry Shares held
by Holders who have exercised dissent rights in accordance with Section 3.1 and who are ultimately
entitled to be paid fair value for such shares) shall be, and be deemed to be, transferred to Home (free
of any claims) in exchange for, at the election of the Holder:

(i) $26.50 Cdn. cash; or
(ii) the number of Home Shares obtained when $26.50 is divided by the Home Share Price; and
(b) with respect to each Scurry Share to which paragraph 2.2(a) applies:

(i) the Holder thereof shall cease to be the holder of such share and such Holder’s name shall be
removed from the register of Scurry Shares as of the Effective Date; and

(ii) Home shall be, and be deemed to be, the transferee of such share (free of any claims) and shall
be entered in the register of such shares as the holder thereof as of the Effective Date.

2.3 Election

(a) To receive the cash consideration specified in subparagraph 2.2(a)(i) for their Scurry Shares, Holders
must deposit with the Depositary, prior to the Election Deadline, a duly completed Letter of Transmittal
and Election Form indicating their election to receive such cash consideration for their Scurry Shares
together with their certificates representing such Scurry Shares or a notice of guaranteed delivery in
a form satisfactory to Scurry;
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(b) Subject to paragraphs 2.3(c) and 4.1(d), to receive the Home Shares specified in subparagraph 2.2(a)(ii)
for their Scurry Shares, Holders must deposit with the Depositary a duly completed Letter of Transmittal
and Election Form indicating their election to receive such Home Shares for their Scurry Shares together
with their certificates representing such Scurry Shares;

(c) Holders who do not deposit with the Depositary a duly completed Letter of Transmittal and Election
Form prior to the Election Deadline and otherwise fully comply with the requirements of paragraph
2.3(a) and the Letter of Transmittal and Election Form in respect of an election to receive cash shall
be deemed to have elected to receive Home Shares for their Scurry Shares as provided in subparagraph
2.2(a)(ii);

(d) Any deposit of a Letter of Transmittal and Election Form and accompanying certificates and documents
may be made at any of the addresses of the Depositary specified in the Letter of Transmittal and Election
Form; and

(e) Any election by a Holder pursuant to this Section 2.3 shall be in respect of all (and not less than all)
of the Scurry Shares held by such Holder.

2.4 Fractional Shares

Notwithstanding anything herein contained, no fractional Home Shares will be issued. Where a Holder elects
or is deemed to have elected to receive Home Shares pursuant to Section 2.3 and the aggregate number of Home
Shares to be issued to such Holder would result in a fraction of a Home Share being issued, such Holder shall
receive, in lieu of such fractional share, a cash payment from Home equal to the fraction of a Home Share otherwise
issuable multiplied by the Home Share Price.

ARTICLE 3
RIGHTS OF DISSENT
3.1 Rights of Dissent

Holders may exercise rights of dissent in the manner set forth in Section 184 of the Act in connection with
the Arrangement, subject to the following provisions:

(a) for the purpose of such rights of dissent:

(i) the written objection to the resolution approving the Arrangement required to be sent to Scurry
by a dissenting shareholder in accordance with the provisions of subsection 184(5) of the Act must
be received by Scurry at or before the Scurry Meeting;

(ii) the references to “‘the corporation™ or *‘a corporation™ in subsections (3), (7), (10), (12)(a), (13)
and (14) of Section 184 of the Act shall be read and construed as references to “Home";

(iii) the provisions and requirements set forth in subsections (18), (19) and (20) of Section 184 of the
Act shall not apply; and

(iv) if an order is rendered by a court against Home in favour of a dissenting shareholder requiring
payment of the fair value of such dissenting shareholder’s shares, and if, within the 30 day period
(the “Payment Period’’) immediately following the date of such order or, if such order is appealed,
the date on which a final determination from which there is no appeal is made by a court of competent
Jurisdiction relating to such order, whichever date is later, Home fails to make the required fair
value payment to such dissenting shareholder, the dissenting shareholder, by written notice delivered
to Home within 60 days following the expiration of the Payment Period, may:

(A) withdraw his notice of dissent, in which case Home and Scurry are deemed to consent to the
withdrawal and, subject to paragraph 3.1(c), the Holder is reinstated to his full rights as a
shareholder; or

(B) retain his status as a claimant against Home, to be paid in priority to its shareholders;

(b) shareholders who exercise their rights of dissent and who are ultimately entitled to be paid fair value
shall be deemed to have transferred their Scurry Shares to Home as of the Effective Date and:

B-13



(c)

(d)

(i) the holder thereof shall cease to be the holder of such share and such holder’s name shall be removed
from the register of Scurry Shares as of the Effective Date; and

(i) Home shall be, and be deemed to be, the transferee of such share and shall be entered in the register
of such shares as the holder thereof as of the Effective Date;

shareholders who exercise such rights of dissent and who are ultimately not entitled for any reason
to be paid fair value for their Scurry Shares or shareholders who withdraw their dissent in accordance
with the rights conferred herein shall be deemed to have participated in the Arrangement on the same
basis as the non-dissenting shareholders who elected or were deemed to have elected to receive Home
Shares as of and from the Effective Date and the Scurry Shares held by such shareholders shall be
deemed to be transferred to Home as of the Effective Date in accordance with Section 2.2; and

for the purposes of giving any notice or other communication to Home in connection with the exercise
of a right of dissent, a shareholder may give such notice or other communication to Home by delivering
it to Scurry’s offices located at 1600 Home Oil Tower, 324 - 8th Avenue SW., Calgary, Alberta, T2P 275,
Attention: Corporate Secretary.

ARTICLE 4
PAYMENT AND SHARE CERTIFICATES

4.1 Right to Payment and Share Certificates

(a)

(b)

(©)

(d)

Where a Holder has elected in accordance with paragraph 2.3(a) and the Letter of Transmittal and Election
Form to receive cash for his Scurry Shares, Home shall forward or cause to be forwarded as soon
as practicable following the Effective Date by first class mail (postage prepaid) to the Holder at the
address specified in the Letter of Transmittal and Election Form, a cheque in Canadian currency
representing the payment required to be made to such Holder pursuant to subparagraph 2.2(a)(i) or,
if so requested by such Holder, Home may make such payment in U.S. dollars (for such purpose Canadian
dollar amounts shall be converted into U.S. dollar amounts at the Exchange Rate on the Business Day
immediately prior to the date of the issuance of the cheque evidencing such payment).

Where a Holder has elected or is deemed to have elected in accordance with Section 2.3 to receive
Home Shares for his Scurry Shares, Home shall forward or cause to be forwarded as soon as practicable
following the later of the Effective Date and the date of deposit with the Depositary of a duly completed
Letter of Transmittal and Election Form and the certificates representing such Scurry Shares by first
class mail (postage prepaid) to the Holder at the address specified in the Letter of Transmittal and Election
Form, a certificate representing the number of Home Shares issuable to such Holder pursuant to
subparagraph 2.2(a)(ii), together with a cheque in the amount, if any, payable to such Holder pursuant
to Section 2.4.

Subject to Section 3.1, Holders who have elected or are deemed to have elected pursuant to Section 2.3
to receive Home Shares shall be deemed to be the holder for all purposes as of the Effective Date of
the number of Home Shares to which they are entitled pursuant to subparagraph 2.2(a)(ii).

Subject to Section 3.1, at and after the Effective Date, any certificate formerly representing Scurry
Shares (other than Scurry Shares held by Home) shall represent only the right to receive cash or Home
Shares in accordance with Sections 2.2 and 2.3 and any such certificate formerly representing Scurry
Shares not duly surrendered on or prior to the sixth anniversary of the Effective Date shall cease to
represent a claim or interest of any kind or nature against Home or Scurry by a former Holder. On
such date, all Home Shares to which the former Holder of such certificate was entitled shall be deemed
to have been surrendered to Home, together with all dividends and distributions thereon.
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RBC RBC Dominion Securities Inc.

> | hH —4th FI
73 DOMINION SRR 707 - 7t Avenue SW.
Calgary, Alberta T2P 3H6

SECU RITIES Telephone (403) 298-1600

September 20, 1993

The Special Committee of the
Board of Directors
Scurry-Rainbow Oil Limited
1600, 324 - 8th Avenue SW.
Calgary, Alberta

T2P 2Z5

To the Members of the Special Committee:

RBC Dominion Securities Inc. (*RBC Dominion Securities”’) understands that Home Oil Company Limited
(*““‘Home Oil”) proposes to acquire all of the issued and outstanding common shares (the “Common Shares™)
of Scurry-Rainbow Qil Limited (*“Scurry-Rainbow™) not owned by Home Oil (the “Minority Common Shares™)
for, at the option of each Scurry-Rainbow shareholder: (i) cash consideration of $26.50 per Common Share; or
(ii) for each Common Share, the number of common shares of Home Oil (the “Home Oil Common Shares™)
having a value equal to $26.50. The number of Home Oil Common Shares to be issued for each Common Share
is to be determined by dividing $26.50 by the weighted average trading price of Home Oil Common Shares on
The Toronto Stock Exchange for the ten consecutive trading days ending on the business day immediately prior
to the meeting of Scurry-Rainbow shareholders (the “Meeting”) to be held to approve the proposed transaction.
The weighted average trading price is to be determined by dividing the aggregate sale price of all Home Qil Common
Shares on The Toronto Stock Exchange during such ten consecutive trading days by the total number of Home
Oil Common Shares sold.

The proposed transaction is to be implemented by way of an arrangement (the ““Arrangement™) pursuant
~ to a court approved plan of arrangement under the Business Corporations Act (Alberta) (the “ABCA™). Under
the Arrangement each of the issued and outstanding Minority Common Shares (other than Common Shares held
by shareholders who have exercised their rights of dissent and are ultimately entitled to be paid fair value for
such Common Shares) will be transferred to Home Oil and exchanged, at the election of the shareholder, for
cash or for Home Oil Common Shares.

The terms of the proposed Arrangement will be more fully described in the information circular (the “Information
Circular”) to be mailed to all Scurry-Rainbow shareholders in connection with the Meeting.

A. Background

The authorized share capital of Scurry-Rainbow consists of 200 million common shares and 100 million preferred
shares, all of no par value. As at June 30, 1993, there were no preferred shares outstanding, no securities convertible
into common shares or preferred shares outstanding, no options to purchase common shares outstanding and
13,462,129 Common Shares issued and outstanding.

Home Oil owns 11,856,588 Common Shares, representing approximately 88.1% of the Common Shares,
with the remaining 1,605,541 Common Shares being held by public shareholders (the “Minority Shareholders™).



B. Engagement

On June 23, 1993 Home Oil approached the board of directors of Scurry-Rainbow with a view to determining
whether Home Qil and Scurry-Rainbow could discuss, on a confidential basis, whether agreement could be reached
on the terms of a transaction which would result in the acquisition by Home Qil of the Minority Common Shares.
Upon receiving this request the board of directors of Scurry-Rainbow established a special committee, comprising
its four independent directors, to review the request and make its recommendation thereon to the board. At its
first meeting, held on the same date, the committee determined that independent financial advisors should be
engaged and authorized the solicitation of a proposal from RBC Dominion Securities to act in that capacity. The
special committee requested that RBC Dominion Securities provide a written proposal for the provision of services
in connection with the proposed transaction. On June 29, 1993, RBC Dominion Securities met with the special
committee to present and discuss RBC Dominion Securities’ written proposal. The special committee inquired
as to RBC Dominion Securities’ independence, capabilities and expertise to provide financial advisory services
including, if requested, the preparation and delivery of such valuations as the special committee might require,
and the provision of RBC Dominion Securities’ opinion as to the fairness, from a financial point of view, of
a transaction to the Minority Shareholders. As discussions concerning this transaction were terminated by Home
Qil, no further steps were taken by the special committee to engage RBC Dominion Securities.

On August 4, 1993, Home Oil presented to the board of directors of Scurry-Rainbow a proposal that Home
Oil acquire the Scurry-Rainbow Minority Common Shares at a cash price of $26.50 per share. The making of
such proposal was then publicly announced.

On August 4, 1993, in response to the proposal by Home Oil, the board of directors of Scurry-Rainbow
constituted a special committee (the *“Special Committee™) to consider the Arrangement. RBC Dominion Securities
was notified that it would be engaged by the Special Committee to provide financial advice and to complete a
valuation of the Common Shares (the “Valuation™). RBC Dominion Securities was also asked to provide its opinion
as to the fairness of the Arrangement, from a financial point of view, to the Minority Shareholders (the “Fairness
Opinion”). The Valuation and the Fairness Opinion have been prepared in compliance with the provisions of
Ontario Securities Commission Policy 9.1 (“Policy 9.17) and Quebec Securities Commission Policy Q-27
(*“Policy Q-27").

RBC Dominion Securities was formally engaged by Scurry-Rainbow by way of a written agreement dated
August 4, 1993 (the “Engagement Agreement”). RBC Dominion Securities understands that this report, including
the Valuation and Fairness Opinion, may be included, subject to the terms of the engagement, in the Information
Circular and RBC Dominion Securities has consented thereto. Scurry-Rainbow has agreed to compensate RBC
Dominion Securities for its services, to reimburse it for its reasonable out-of-pocket expenses and to indemnify
it in certain circumstances. The fees payable to RBC Dominion Securities are not contingent in whole or in part
upon the completion of the Arrangement. RBC Dominion Securities will be paid a fee in the amount of $150,000
for its services pursuant to this engagement.

C. Credentials of RBC Dominion Securities

RBC Dominion Securities is one of Canada’s largest investment banking firms with operations in all facets
of corporate and government finance, mergers and acquisitions, equity and fixed income sales and trading, investment
research and investment management. RBC Dominion Securities is a leading provider of financial services to
the oil and gas industry in the areas of accessing debt and equity capital markets, mergers, acquisitions, divestments,
restructurings, valuations and fairness opinions.

The individuals at RBC Dominion Securities primarily responsible for the preparation of the Valuation and
Fairness Opinion were Ian D. Bruce, C.A., C.BV., Vice President and Director with over ten years experience
at RBC Dominion Securities in all aspects of investment banking as well as six years prior experience in the
valuation and accounting fields, and John P. A. Budreski, Vice President with over six years experience in all
aspects of investment banking as well as five years prior experience as an engineer with a major oil and gas company.
In addition, other RBC Dominion Securities professionals were involved in specific segments of this engagement.

The Valuation and Fairness Opinion expressed herein are the opinions of RBC Dominion Securities and the
form and content of this letter have been approved for release by a committee of its directors, each of whom
is experienced in valuation and fairness opinion matters.
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D. Independence of RBC Dominion Securities

RBC Dominion Securities is not an insider, associate or affiliate (as such terms are defined in the Securities
Act (Ontario)) of Scurry-Rainbow or Home Oil and neither RBC Dominion Securities nor any of its affiliates
is an advisor to Home Oil in respect of the proposed transaction.

RBC Dominion Securities acted as a co-lead underwriter in May 1993 in a joint secondary distribution by
Gulf Canada Resources Limited (“Gulf Canada’) and Olympia & York Developments Limited of 23.6 million
common shares of Home Oil for $396.1 million, and as agent for Federated Pipe Lines Ltd. in October 1992
for a $27.0 million debenture issue (Home Oil holds a 50% interest in Federated Pipe Lines Ltd.), but otherwise
has not acted as an underwriter or financial advisor for either Home Oil or Scurry-Rainbow in the past 24 months.

There are no understandings or agreements between RBC Dominion Securities and Home Oil or Scurry-
Rainbow with respect to future business dealings between them.

E. Scope of Review, Assumptions and Limitations

In preparing the Valuation and Fairness Opinion, RBC Dominion Securities has reviewed and relied upon,
or carried out, among other things, the following:

(i) the audited consolidated financial statements of Scurry-Rainbow for each of the five consecutive fiscal
years ended December 31, 1992;

(ii) the unaudited financial statements for Scurry-Rainbow for the three months ended June 30, 1993 and
1992 and the six months ended June 30, 1993 and 1992;

(iii) information regarding Scurry-Rainbow's undeveloped land holdings and an independent land appraisal
prepared by Seaton-Jordan & Associates Ltd. (““Seaton-Jordan™) effective June 3, 1993 and dated June 11,
1993;

(iv) discussions with representatives of Seaton-Jordan regarding its appraisal;
(v) the internally prepared Scurry-Rainbow budget for fiscal 1993 and a subsequent revision thereto;

(vi) the internally prepared Scurry-Rainbow financial and operating management report for the six months
ended June 30, 1993;

(vii) detailed information regarding Scurry-Rainbow’s estimate of its tax pool balances as at June 30, 1993,
and Scurry-Rainbow’s 1992 federal and provincial income tax returns;

(viii) the reserves report dated July 22, 1993 prepared by McDaniel and Associates Consultants Ltd.
(“McDaniel’"), independent oil and gas reservoir engineering consultants, outlining its June 30, 1993
update to its January 1, 1993 determination of Scurry-Rainbow’s proved reserves volumes;

(ix) discussions with representatives of McDaniel regarding to its determination;
(x) a revised natural gas production profile prepared by McDaniel;

(xi) the reserves reports prepared by management outlining Scurry-Rainbow’s proved and probable reserves
volumes and values as at June 30, 1993;

(xii) information relating to historic and forecast oil, natural gas liquids and natural gas production from
fiscal 1992 to 1995;

(xiii) discussions with representatives of Scurry-Rainbow and Home Oil with regard to the Scurry-Rainbow
information, its operations and future prospects, including environmental matters;

(xiv) public information related to the business, operations, financial performance and stock trading histories
of Scurry-Rainbow, Home Oil and other selected public oil and gas companies; and

(xv) the letter of representation dated the date hereof from an officer of Scurry-Rainbow.

RBC Dominion Securities conducted such analyses, investigations, research and testing of assumptions as
were considered by it to be appropriate in the circumstances for the purpose of preparing the Valuation and the
Fairness Opinion. RBC Dominion Securities was granted full access to Scurry-Rainbow and Home Oil senior
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management and was not, to the best of its knowledge, denied access to any information which might be material
to the Valuation or the Fairness Opinion.

RBC Dominion Securities has relied upon, with the Special Committee’s approval and as provided for in
the Engagement Agreement, and has assumed the completeness, accuracy and fair presentation of, all of the financial
and other information, data, advice, opinions and representations obtained by it from public sources or drafts
of the Information Circular provided to it by Scurry-Rainbow and its subsidiaries, affiliates or advisors, or otherwise
pursuant to the Engagement Agreement. The opinions expressed herein are conditional upon such completeness,
accuracy and fairness. RBC Dominion Securities has not attempted to verify the accuracy or completeness of
any of such information, data, advice, opinions and representations.

RBC Dominion Securities believes that its analyses must be considered as a whole and that selecting portions
of its analyses and of the factors considered by it, without considering all factors and analyses together, could
create a misleading view of the process employed and that its analyses are not necessarily amenable to partial
analysis or summary description. Any attempt to do so could lead to undue emphasis on any particular factor
or analysis. In its analyses and in connection with the preparation of the Valuation and Fairness Opinion, RBC
Dominion Securities made numerous assumptions with respect to industry performance, general business and
economic conditions and other matters, many of which are beyond the control of Scurry-Rainbow.

F. Valuation Methodology
(a) Definition of Value

For purpose of this valuation engagement, fair market value is defined as the highest price available in an
open and unrestricted market between informed and prudent parties, acting at arm’s length and under no compulsion
to act, expressed in terms of money or money’s worth without any downward adjustment to reflect the fact that
the Minority Common Shares do not form part of a controlling interest.

(b) Approach to Value

RBC Dominion Securities has evaluated Scurry-Rainbow using the following valuation approaches, which
in its opinion are appropriate for the valuation of oil and gas exploration and development companies:

(1) Net Asset Value Approach. The net asset value (“NAV”") approach for Scurry-Rainbow ascribes a
separate value for each category of asset and liability utilizing a methodology appropriate in each case;
the sum of total assets less total liabilities yields the net common equity value. This approach does
not provide for the future addition of reserves through an ongoing exploration and development program.

(2) Cash Flow Approach. RBC Dominion Securities compared the price to cash flow multiples implied
by the proposed transaction to the price to cash flow multiples for a group of companies identified
by RBC Dominion Securities to be peers of Scurry-Rainbow, to assess the reasonableness of the proposed
transaction in the context of current stock market valuations for Scurry-Rainbow and similar companies.

(3) Comparison to Recent Transactions. There have been a number of significant producing property
asset acquisitions and ‘“‘share exchange™ corporate acquisitions in the oil and gas sector during 1993.
Utilizing a number of general measures, RBC Dominion Securities has reviewed transaction prices against
certain key variables, determined levels of and trends in prices paid and compared the value as implied
by the proposed transaction to these recent transactions.

It is RBC Dominion Securities’ opinion that the NAV approach is the most appropriate methodology to establish
the value of oil and gas companies similar to Scurry-Rainbow. For the purpose of considering the proposed
transaction, this methodology received the most emphasis in RBC Dominion Securities’ analyses and conclusions.

G. Description of Scurry-Rainbow

Scurry-Rainbow is an Alberta corporation engaged in the exploration for and production of crude oil, natural
gas liquids and natural gas in western Canada. Management, technical and administrative services are provided
to Scurry-Rainbow by Home Oil on a cost of service basis under an agreement dated March 1, 1984 (the
“Management Agreement”). The Management Agreement is of indefinite duration and can be terminated by either
Home Oil or Scurry-Rainbow at the end of any calendar month by giving 30 days written notice. Consequently,

C-4
RBC DOMINION SECURITIES INC.



Scurry-Rainbow has no independent management or employees and the senior officers of Scurry-Rainbow are
also the senior officers of Home Oil. References to “management” includes senior officers of Scurry-Rainbow
and Home Oil employees providing services under the Management Agreement.

A significant proportion of Scurry-Rainbow’s assets are coincident with Home Oil’s. Approximately 58 %
of Scurry-Rainbow’s crude oil reserves and approximately 31% of Scurry-Rainbow’s natural gas reserves are
in properties in which Home Oil also has an interest.

As at June 30, 1993, McDaniel estimated that Scurry-Rainbow had total proved reserves before royalties
of 11.2 mmbbls (9.3 mmbbls net after royalties) of crude oil, 4.1 mmbbls (3.0 mmbbls net) of natural gas liquids
and 308 bcf (229 bef net) of natural gas. Management has estimated Scurry-Rainbow’s total proved reserves before
royalties as at June 30, 1993 at 13.1 mmbbls (11.0 mmbbls net) of crude oil, 7.2 mmbbls (6.3 mmbbls net) of
natural gas liquids and 344 bef (291 bef net) of natural gas. Management has estimated Scurry-Rainbow probable
reserves before royalties as at June 30, 1993 at 9.2 mmbbls of crude oil, 4.2 mmbbls of natural gas liquids and
197 bef of natural gas.

Production for the first six months of 1993 averaged 5,559 bbls/day of crude oil, 1,371 bbls/day of natural
gas liquids and 70.7 mmcf/day of natural gas. Comparable volumes for 1992 were 7,100 bbls/day of crude oil,
1,070 bbls/day of natural gas liquids and 54.6 mmcf/day of natural gas. Discretionary cash flow (cash flow from
operations less capitalized general and administration expense) for 1993 has been estimated by RBC Dominion
Securities at approximately $45.1 million or $3.35 per share. Scurry-Rainbow has no debt outstanding.

Scurry-Rainbow’s major producing crude oil and natural gas liquids properties are West Eagle Unit, East
Eagle Unit, West Stoddart and Cecil/Royce. These four properties accounted for 46 % of Scurry-Rainbow’s 1992
crude oil and natural gas liquids production. Scurry-Rainbow’s major natural gas properties are South Wapiti,
Border Montney Units A & B, Karr, Hamburg and North Coleman, accounting for 59% of 1992 natural gas
production.

For the first six months of 1993, Scurry-Rainbow’s production, (calculated on a 10:1 barrel of il equivalent
(“BOE”) conversion rate for natural gas), was approximately 50% oil and natural gas liquids and 50% natural
gas. Using the same conversion rate, its proved reserves base as at June 30, 1993 as evaluated by McDaniel
was 34% oil and natural gas liquids (15.9 mmbbls) and 66% natural gas (30.8 mmBOE), and as evaluated by
management was 37% oil and natural gas liquids (19.5 mmbbls) and 63% natural gas (33.9 mmBOE).

Scurry-Rainbow markets its natural gas to aggregators and to end users under spot, short to medium term
and long term contracts. Approximately 35% of natural gas production is affected by spot prices. Scurry-Rainbow’s
natural gas production is not currently constrained by lack of markets nor pipeline transmission curtailments.
Crude oil production is marketed primarily under market sensitive evergreen contract arrangements and has not
been affected by pipeline curtailments.

During the first quarter of 1993, Scurry-Rainbow sold, for $15.1 million, 50 non-strategic properties which
were located primarily in southeastern Saskatchewan and contained interests in approximately 800 wells. The
sale reduced daily oil production by approximately 1,000 bbls/day and proved crude oil reserves by approximately
3.2 million barrels.
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SELECTED FINANCIAL INFORMATION
(thousands except per share data)

Six Months
ended June 30 Years Ended December 31
1993 1992 1992 1991 1990 1989 1988

Operations
Oil and gas

revenue (1) .......... $ 38,860 $ 34,167 $ 74,027 $ 70,571 § 84,588 §$ 70,211 $ 67,081
Cash flow from ‘

operations . . ......... 24,596 20,139 42,736 43,863 57,424 50,117 48,122
Batnings « « s s visvwees 5,668 3,498 8,824 9,535 22,632 18,979 15,112
Dividends:. « « o s osan 3,366 3,366 6,731 6,731 6,731 6,731 13,462
Per share data: (2)
Cash flow from

OPErations . . & v auwe $ 18 $ 150 $ 317 $ 326 $ 427 § 372 § 3.57
EATOIIES o ¢ ¢ wnve 5 wos 0.42 0.26 0.66 0.71 1.68 1.41 1.12
Dividends:. : « e 5 6 oo 0.25 0.25 0.50 0.50 0.50 0.50 1.00
Financial Position
Total assets ........... $393,401 $378,486 $384,171 $388,859 $379,933 $349,444 §324,121
Long-term debt . ....... — — — — — — —
Working capital

(deficiency) ......... 6,857 (4,505) (3,436) (11,105) (10,051) 4,167 12,142
Shareholders’ equity . . .. 240,894 236,631 238,592 236,499 233,695 217,794 205,546

Notes:
(1) Excludes investment income.

(2) Per share data based on 13,462,129 shares outstanding.

SELECTED OPERATING INFORMATION

Proved developed
Proved undeveloped

Total proved
Probable

Total proved and probable

Crude Oil Reserves
(millions of barrels before royalties)
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as at June 30

as at December 31

1993 1992 1991 1990
i1 136 166  19.1
1.9 17 1.6 3.5
13.1 153 182  22.6
9.2 10.2 9.8  12.1
22.3 255  28.0 347
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Natural Gas Liquids Reserves
(millions of barrels before royalties)

as at June 30 as at December 31
1993 1992 1991 1990
Proved /developed ... s wsua o oo v v snsas o s sseinie v s o e 5.5 3. 6.1 59
Provedundeveloped oo voonns v paen 5 o oo 5 o swsa o e o s 1.7 1.3 1.2 1.1
Total proved! ma s ¢ some v o isnss & gaws o 5 SEE 5 ISEE & FHS § TR T2 7). 23 70
PrODADIE . . ocois o ¢ eonumin v = somnr @ smmers it & Susidds i § 9,659 4 5 B4 § B840 4.2 4.0 4.0 5:2

[am—y
—
N

Total proved and probable .. ............. ... ... ........ 11.0 11.3 12.2

Natural Gas Reserves
(billions of cubic feet before royalties)

as at June 30 as at December 31
1993 992 191 19%
Proved developed.............oiiiiiiiiiiiiiiii 231 229 253 218
Proved undeveloped.. ;i « « wesn o v wsbus v 6 oo s wave a0 ssie s ® e 113 109 105 137
TOtal Proved s ¢ moe s S ¥ £ wees § 8 JOSE § 0 o & Slel 5 5 SE0h & & sas 344 338 358 353
PTODADIE ... .« coiesnie i 5 7 iopin® % 8 PRSSE T B itad § S0000 5 § N £ 4 i 197 193 192 203
Total proved and probable ...................... ... ... L. 541 531 550 558

Daily Average Production/Sales

Six Months
ended June 30 Year Ended December 31
1993 1992 1992 1991 1990 1989 1988
Crude oil production (bbls) ............ 5,559 7,100 7,051 7,208 7,679 8,021 8.469
Natural gas liquids production (bbls). . ... 1,371 1,070 1,150 1,095 1,085 1,297 | 1,277
Natural gas sales (mmef) .............. 70.7 54.6 56.8 43.0 42.2 37.7 37.1
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H. Net Asset Value Approach

The NAV approach evaluates all categories of business and financial assets and liabilities on a segmented
basis utilizing the valuation methodology most appropriate for each category. The NAV approach ascribes a value
to the cash flows expected to be derived from the proved and probable reserves volumes as determined by reservoir
engineers, and does not provide for the addition of reserves through reinvestment in an ongoing exploration and
development program.

(a) Effective Date of Valuation
An effective date of June 30, 1993 was used for the Scurry-Rainbow valuation.
(b) Oil and Natural Gas Reserves

The major factors affecting oil and natural gas reserves values include: estimates of volumes, including related
principal variables; oil and natural gas pricing assumptions, including related economic factors such as forecasts
of foreign exchange and inflation rates; rates of take under long term natural gas sales contracts; general and
administrative expense assumptions, and federal and provincial tax incidence assumptions.

(c) Volumes and Related Principal Variables

Scurry-Rainbow’s proved oil, natural gas liquids and natural gas volumes were determined by McDaniel
effective June 30, 1993. McDaniel determined Scurry-Rainbow’s proved reserves on a major property basis and
reviewed management’s evaluation of Scurry-Rainbow’s minor properties. Management engineers evaluate Scurry-
Rainbow’s proved and probable oil, natural gas liquid and natural gas volumes annually and have updated their
December 31, 1992 evaluation to June 30, 1993. The management evaluation of Scurry-Rainbow’s reserves attributed
higher volumes and values than the McDaniel determination. RBC Dominion Securities has relied on the Scurry-
Rainbow reserves volumes and values as evaluated by management and supported by the McDaniel determinations.

(d) Oil and Natural Gas Price Forecast

Scurry-Rainbow’s oil, natural gas liquids and natural gas reserves values were derived utilizing price forecasts
which RBC Dominion Securities believes are reasonable and representative of current industry views. In determining
the appropriateness of the price forecasts used, RBC Dominion Securities reviewed the published price forecasts
of major independent reservoir engineering consulting firms, other forecasts it has access to, and considered price
forecasts implicit in recent private market transactions.

Prices utilized for evaluation purposes are set out below for crude oil (West Texas Intermediate at Cushing
Oklahoma in US dollars and sweet light at Edmonton in Canadian dollars) and for representative natural gas contracts
(CanWest and Pan Alberta purchase approximately 44 % of Scurry-Rainbow’s current natural gas production volumes).
An annual inflation factor of 2.0% for 1993, 2.5% for 1994 and 3.0% thereafter was used and the US/Canadian
dollar exchange rate was forecast at $0.80. In applying the pricing scenarios to the oil and gas assets of Scurry-
Rainbow, prices were adjusted to reflect quality differentials, transportation costs and the effects of existing contractual
sale arrangements for natural gas.

Price Forecasts

Crude 0il

WTI @ Light Crude @ Natural Gas
Year Cushing Ok Edmonton CanWest Pan Alberta
Ty (per bbl) (per mmbtu)
1993 - 'z wepm s 5 3 cmmme s Sages 5 & S0RE 1 SEEES 5 Al US$20.25 C$23.65 C$1.43 C$1.60
JOUL | o oot v Siieeis o rmms b = St & BSRGE § HEE 21:15 24.80 1.73 1.88
1995 .. e 21.95 2575 1.90 2.03
1996 ... e 23135 27.50 2.10 2.18
LOOT: .« i v anmesa 5 5 shwaias o svstanh o sesan &% s 24.80 29.20 2.23 2.30
TOOE - ¢ oo ¢ v snmin 5 ¢ oo s = sms 4 Sveans @ i 26.05 31.05 2.35 2.43
Y90G .. . oo = 2 st 5 sumnn &SRB WEERG & i 23D 32.60 2.50 2.60
2000 5 comies 2 s & 3 DanhE T Sa LIRS SR 28.80 34.35 273 2.83
21,0 ) [ It SRS SR W 30.30 36.10 2.90 3.00
2002 L e 31.85 38.00 313 329
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(e) Alberta Royalty Tax Credit

The Alberta Royalty Tax Credit program (“ARTC”) is scheduled to terminate on December 31, 1994. It
was assumed that either an extension to the program will occur or another program with similar economic effect
will be implemented. Accordingly, no downward adjustment for Scurry-Rainbow was made to reflect the possible
discontinuation of the ARTC program. Prior to May 1993, Scurry-Rainbow shared the ARTC entitlement equally
with Home Oil and Gulf Canada Resources Limited. Since the sale by Gulf Canada Resources Limited of its
Home Oil Common Shares in May 1993, Scurry-Rainbow ARTC values have been estimated based on an equal
sharing of the ARTC entitlement with Home Oil.

(f) Future General and Administration Expense

It is customary when valuing oil and gas company reserves to deduct an estimate of ongoing general and
administration expense from the annual cash flows before calculating an estimate of taxes payable and discounting
the resultant annual cash flows. The future general and administration expense is assumed to relate only to the
production of existing reserves and is thus lower than a company with an ongoing exploration focus.

Future general and administration expenses were adjusted to reflect the notional cessation of exploration activities
as well as the forecast decline in production and related cash flow from Scurry-Rainbow’s existing reserves as
fields are depleted and abandoned. A sensitivity analysis on general and administration expense was prepared
which demonstrated that a 25% change in the general and administrative expense resulted in a $0.30 per Common
Share change in NAV.

(g) Federal and Provincial Taxation

Under the NAV approach, oil, natural gas liquids and natural gas assets are valued on an after-tax basis.
In the case of valuing the cash flow streams from Scurry-Rainbow’s assets, federal and provincial taxes were
calculated on an annual basis based on current relevant federal and provincial fiscal regimes, after utilizing tax
deductions available from existing tax pools, tax pool additions generated by required capital expenditures and
other relevant deductions.

(h) Discount Rate Selection

A key determinant in valuing the cash flows derived from oil and gas reserves is the selection of an appropriate
discount rate. The discount rate ultimately selected is a function of a number of factors, including the perceived
quality of the reserves, engineering risk, economic risk, and risk free rates of return. RBC Dominion Securities
has discounted the future after-tax cash flows from Scurry-Rainbow’s reserves at discount rates in the range of
10% to 12%. RBC Dominion Securities believes this range of discount rates is consistent with the prevailing
economic conditions and adequately reflects economic risk, engineering risk and other factors for companies of
the scope and nature of Scurry-Rainbow and is representative of prevailing industry rates.

(i) Proved Reserves

The valuation of Scurry-Rainbow’s proved reserves was based on estimated annual after-tax cash flows
discounted to June 30, 1993 utilizing after-tax discount rates ranging from 10% to 12%. Reserves were valued
on an after-tax basis after giving recognition to the value of opening tax pools and additions associated with future
capital expenditures required to produce existing reserves. The sensitivity of after-tax reserves values to discount
rates and to leverage was reviewed. In addition, certain other qualitative and quantitative measures were also
considered, such as reserves life ipdices, quality of production and operating margins.

(j) Probable Reserves

Probable reserves volumes and pre-tax values have been estimated by management and subsequently adjusted
by RBC Dominion Securities to reflect a value derived by applying a risk-weighted after-tax proved reserves
unit value to the risk adjusted probable reserves volumes. The reduction to the probable reserves volumes and
unit value reflects the increased risk associated with this reserves category, and is consistent with industry practice.

(k) Undeveloped Acreage

As at June 30, 1993, Scurry-Rainbow owned 2.88 million gross (1.36 million net) acres of undeveloped acreage
in western Canada. In a report dated June 11, 1993, Seaton-Jordan set out its opinion as to the market value
of Scurry-Rainbow’s undeveloped oil and gas acreage as at June 3, 1993. Seaton-Jordan estimated Scurry-Rainbow’s
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undeveloped western Canada acreage at that time to have a value of $27.5 million. RBC Dominion Securities
has relied upon the results set out in the Seaton-Jordan report. RBC Dominion Securities adjusted the undeveloped
acreage value to reflect the value of the tax pools associated with open market purchases of land.

Undeveloped acreage
as at June 30, 1993

Gross Net Value Average Value

(thousands of acres) (millions) (per acre)
AIDEIE: wiom = v vt 5 & erse & SR T 5 Qe & FaEs 7 SRNEEE § 1,135 200 $12.1 $60.50
Britishi/Coltmbia. . . . coeis ¢ veei s 5 oan s & s 5 o 0008 & 567 697 497 9.0 18.11
Saskatchewan ....... ... ... ... i 1,010 634 6.3 9.94
MENTEODA s 5 5 swrim © « s = wamsen o s = 0 o & st @ 42 30 0.1 —
TotaAl WeSSTN Canada = = v = s @ 5 e & Sz 5 5 250 2,884 1,361 $27.5 20.21

The average unit value of Scurry-Rainbow’s undeveloped acreage is lower than industry averages. In discussions
with Seaton-Jordan and management, it was noted that there will be significant expiries in both northeastern British
Columbia and eastern Saskatchewan positions over the next few years, and that the expiring lands are generally
lower cost, trend acreage positions acquired in the late 1980’s.

Scurry-Rainbow also has undeveloped acreage holdings in northern Canada totaling 891 thousand gross
(59 thousand net) acres. RBC Dominion Securities, after consultation with Seaton-Jordan and discussions with
management, estimated the value of these holdings as at June 30, 1993 to be between approximately $1.0 and
$1.5 million.

() Other Assets

Based on discussions with management, RBC Dominion Securities estimated the value of other assets to be
in the range of $3.0 to $3.5 million. The majority of this value is represented by Scurry-Rainbow’s prospective
participation in the recently announced contract restructuring payment to be made by Alberta and Southern Gas
Co. Ltd. The balance of the value relates to certain interests in coal assets held by Scurry-Rainbow.

(m) Working Capital

Scurry-Rainbow’s working capital surplus was valued at face value.

(n) Deferred Revenue

Scurry-Rainbow’s deferred production revenue liability relating to natural gas sales prepayments is now a
nominal amount and is due within the next 12 months. It has been valued at face value and included in working capital.

(o) Abandonment Costs

Abandonment costs for future equipment removal and site restoration expenses have been estimated by
management based on current environmental regulations and standards. Future abandonment costs have been
estimated in 1993 terms. RBC Dominion Securities has reviewed these estimates with management and calculated
the after-tax present value of this liability by inflating the abandonment cost estimate based on the inflation forecast
for the term of the BOE reserves life index, tax affecting such balance and then discounting the resultant amount
at the rates used for the proved reserves valuation.
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(p) Net Asset Value Conclusion
As at June 30, 1993

Book Value Low High Notes
(millions)
Assets
CUFTEL : & ¢ s 5 s 2 2wuws § s v Se & u e ¥ e $ 33.1 $ 33.1 350 1
Property, plant and equipment
Proved IESEIVES ...t .viinteie i e 239.7 278.2 2
Probable TeSeIVes ... ...cvvviiiii i 36.0 41.9 3
-1 o | S . 4.1 4.6 4
279.8 324.7
Conventional undeveloped acreage ................. 22.0 22.0 5
Other undeveloped holdings ...................... 1.0 1.5 5
Total property, plant and equipment ................. 360.3 302.8 348.2
Other assets and deferred charges ................... - 3.0 3.5 6
TTOAL ASSEES ....vier v virimree s rdiod § GAER Y 5 BFR G & U0WH 5 550 393.4 338.9 384.8
Liabilities
CHTTETIE s o vmeciods & 5 ioti § SEIEE & § S0 F 5 o s & e = 26.2 26.2 26.2 1
Deferred 1AXes ... .. ooow s oo 8 avdn 5 suiais o 6 nem s e 122.2 — —
Other liabilities . . ... ...vvvini i 4.1 4.1 3.6 8
Total LiablHes. . . i oo « s cvon ¢ svmace s momn = « simnen v 152.5 30.3 29.8
Shareholders’ EqUity . .. ...ccoicoivesvvvsnsaniinas $240.9 $308.6 $355.0
Shares  OUBTANING & & soerns 5 svesi § awee s ¥ wowram « u v o o A 13,462,129 9
Per: SNATE ... « v cooinis o wcovmmen = 5 sibii § 8800 5 450 € £ S 4o $17.89 $22.92 $26.37

?
l
|

Notes:
(1) Current assets and liabilities were based on the June 30, 1993 Scurry-Rainbow unaudited financial statements.

(2) Proved reserves values were based on management's estimates of volumes and related future cash flows, which were adjusted
for estimated future tax and general and administration expense and present valued.

(3) Probable reserves volumes were estimated by management and valued at 25% of the proved reserves after tax unit value.

(4) The ARTC value was based on an equal sharing of the entitlement with Home Oil and the assumption that the program continues
indefinitely.

(5) Undeveloped acreage values were estimated by Seaton-Jordan and adjusted by RBC Dominion Securities for associated tax pool
value. Frontier acreage was valued based on management estimates.

(6) The majority of the other asset value is represented by Scurry-Rainbow’s participation in the Alberta and Southern Gas Co.
Ltd. contract restructuring settlement. The balance represents the estimated value of certain coal assets.

(7) The deferred tax liability has been valued with the proved reserves.

(8) Site restoration expenses were estimated by management and the tax affected present value of the liability has been estimated
by RBC Dominion Securities.
(9) Common Shares outstanding as at June 30, 1993; there are no convertible securities or options outstanding.

I. Capitalization of Cash Flow Approach

In assessing the fairness of the Arrangement, RBC Dominion Securities considered the pricing multiples implied
by the proposed transaction on the basis of the capitalization of discretionary cash flow and the capitalization
of earnings before depreciation, interest and taxes (“EBDIT”). The first of these approaches involves the
determination of the ratio of share price to discretionary cash flow, expressed as a multiple as a relative measure
of the equity value of the company. The EBDIT capitalization approach is similar except that it involves the deter-
mination of the ratio of total value to EBDIT after adjusting for debt, deferred revenue and working capital.

RBC Dominion Securities relied primarily on the multiple of discretionary cash flow approach when comparing
stock market valuations. The capitalization of EBDIT approach is typically preferred over the capitalization of
discretionary cash flow approach as it allows a comparison of companies that is not affected by differences in
capital structure. However, as Scurry-Rainbow incurs a significant cash tax liability and its peers generally are
non-cash taxable, the suitability of this comparison is negatively affected.
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Cash flow multiples attributed for a specific company are a function of several factors including, among other
things, growth prospects, perceived quality of assets and management. RBC Dominion Securities reviewed price/cash
flow multiples for four comparable publicly traded oil and gas companies. Peer group companies were selected
on the basis of market capitalization, and similarity of operating and financial statistics. Comparative data were
compiled using September 7, 1993 share trading prices and RBC Dominion Securities’ Energy Research Group
discretionary cash flow per share estimates for 1993 and 1994 for each comparable company. In addition, Home
Oil was also compared to Scurry-Rainbow as these companies have a number of common properties.

Price Market Price/Cash Flow 2) Cash Flow
Company per Share (1) Cap 1993E 1994E 1995E CAGR (3)
(millions)

CO-BNEICO -5 5 v vivvarons & wgsasmrs + wvese $13.38 $305.3 5.9x 4.8x 3.8x 23%
Inverness Petroleum ............ 11.00 305.9 7.2 5.2 3.8 43
Matk: RESOULCES: ..ol s v & s 10.50 293.1 7.4 6.6 5.5 20
Morgan Hydrocarbons .......... 5.50 179.6 6.1 4.4 3.1 36
AVETALZE:: « sacuais & simmes 2 svnes & wes 6.7x 53x 4.1x 31%
Home Ol o i s coens smmn » wo 20.50 812.7 5.9 49 4.0 20
Scurry-Rainbow

Unaffected price @) ........... 22.00 296.2 6.6 59 5.2 10

Proposal e < comss = s s v 26.50 356.7 7.9 7.1 6.3 10

Notes:
(1) Closing prices on September 7, 1993.
(2) RBC DS Energy Research Group estimates for cash flow.
(3) Cash flow compounded annual growth rates for the period 1992 - 1995.
(4) Based upon the “unaffected” share price on August 4, 1993.

The peer group companies are trading at multiples to estimated cash flow of 5.9 times to 7.4 times for 1993,
4.4 times to 6.6 times for 1994 and 3.1 times to 5.5 times for 1995. Average trading multiples for the same
time periods are 6.7, 5.3 and 4.1 times, respectively.

The peer companies have demonstrated substantial recent growth in cash flows and analysts expect this trend
to continue during the 1993 to 1995 time period. Analysts are now evaluating oil and gas companies on the basis
of forecast 1994 and 1995 price/cash flow estimates. Current comparable stock market prices reflect these high
levels of expected growth. Scurry-Rainbow and Home Oil, with lower projected increases in estimated cash flows,
would be expected to trade at somewhat lower multiples.

RBC Dominion Securities noted that the proposed price of $26.50 per Common Share resulted in price to
cash flow multiples of 7.1 times 1994 estimated cash flow and 6.3 times 1995 estimated cash flow, and that these
multiples were 34% and 54% greater than the peer group average price cash flow multiples estimated for 1994
and 1995 respectively.

J. Comparison to Recent Transactions Approach

There have been a number of acquisitions of oil and gas companies and significant oil and gas property packages
in 1993, For certain of these transactions where details relating to purchase price, reserves volumes and expected
cash flow were available, RBC Dominion Securities reviewed implied pricing on a number of measures. After
reviewing the recent transactions and comparing the characteristics of the target companies to those of Scurry-
Rainbow, RBC Dominion Securities believes the implied acquisition multiples for Scurry-Rainbow are reasonable
and are above the mid-point of the range of other precedent transactions which have occurred in the oil and gas
industry this year.
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K. Public Equity Market Value Analysis

RBC Dominion Securities has also reviewed and considered the trading history of Scurry-Rainbow on both
an absolute basis as well as relative to The Toronto Stock Exchange oil and gas producers index (the “TSE OGPI™).

Performance of Scurry-Rainbow vs
TSE Oil and Gas Producers Index

January 1, 1992 to September 20, 1993 TSE OGPI

Share Price Index Level

$30.00 1 r 6,000

> 5,500

$25.00 1 - 5,000

F 4,500

- 4,000

R 3,500

+ 3,000

$15.00 e T A e 2,500
Jan-92 May-92 Sep-92 Jan-93 May-93 Sep-93

Scurry-Rainbow =***=°* TSE OGPI

Relative Performance of Scurry-Rainbow vs
TSE 0il and Gas Producers Index
January 1, 1992 to September 20, 1993
January 1, 1992 = 100
200 +

180 1
160 s
140 1

120 1

100

Scurry-Rainbow has enjoyed significant share price appreciation since the spring of 1993; however, it has
underperformed the TSE OGPI. This underperformance reflects the superior growth characteristics displayed
by a number of Scurry-Rainbow’s peers. While Scurry-Rainbow has demonstrated dramatic recent growth in
natural gas production volumes, this has been offset by declines in crude oil production with the net result that
cash flow growth is modest.
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The following chart provides share trading information from The Toronto Stock Exchange for Scurry-Rainbow.

Scurry-Rainbow
TSE Daily Volume and Closing Price
January 1, 1993 to September 20, 1993

Share Price Volume

$30.00 1 August4,1993 r 60,000

$27.50 1 Offe prico = $26.50 . M "\ }s0.000
$25.00 1 \ 40,000

$22.50 b 30,000
$20.00 1 - 20,000
$17.50 1 "'q/_,‘/—w - 10,000
$15.00 I T U WV SV | . .L .H-l---—l-l-l-l--o
1-Jan 12-Feb 26-Mar 7-May 18-Jun 30-Jul 13-Sep
——— Share Pricc M Volume

The proposed transaction represents a premium of approximately 17.5% to the 20 day “unaffected average
closing price of $22.55 for Scurry-Rainbow up to the date of the announcement of the transaction, and a 30.3%
premium to the average closing price of $20.34 for the period from January 1, 1993 to the date of the announcement
of the transaction.

L. Share Exchange Alternative

To evaluate the share exchange alternative, the absolute price for Home Oil Common Shares, as well as
the ratio of the share prices of Scurry-Rainbow to Home Oil, have been reviewed.

Home Oil
TSE Daily Volume and Closing Price
January 1, 1993 to September 20, 1993

Share Price VYolume
Proposal snnounced
$25.00 4 August4,1993 - 800,000
52250 & ,-4
§, 7 #J = | 600,000
$20.00 v n

$17.50

§15.00 1

§12.50

$10.00 4 k - i bt
1-Jan 12-Feb 26-Mar 7-May 18-Jun 30-Jul 13-Sep

— — Share Pricc I Volume
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Scurry-Rainbow Share Price
Divided by Home Oil Share Price
January 1, 1993 to September 20, 1993
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== = Relative Strength

For the period from January 1, 1993 to September 20, 1993, the average ratio of Scurry-Rainbow’s share
price to Home Oil’s was 1.22. For the ten trading days ended September 20, 1993, the weighted average trading
price for Home Oil Common Shares was $21.02 per share which, for purposes of illustration only would, when
divided into $26.50 result in 1.26 Home Oil Common Shares for each Common Share.

M. Prior Valuations

The management of Scurry-Rainbow has represented to RBC Dominion Securities that there have been no
prior formal valuations of Scurry-Rainbow prepared by independent parties in the last twenty-four months.

The management of Home Oil annually prepares a year-end net asset valuation of Scurry-Rainbow which
is used for corporate planning purposes as a means of measuring changes in Home Oil’s assets. In addition, a
net asset valuation of Scurry-Rainbow as at June 30, 1993 was prepared by the management of Home Oil to
assist it in making its proposal to Scurry-Rainbow. The net asset values per share attributed to Scurry-Rainbow
in such valuations during the preceding two years are set out below:

Net Asset Value Per Share

Valuation Date 12% Discount Rate 10% Discount Rate
December: 31; 1990 5 v o s 5 vamem o 5ism & 5 oRei s 8 e $18.87 $20.99
Deécember 31, 1992 . o v vminis 6 oeni § 150055 5 5600055 tetes 3 ¥ piied 22.40 25.19
June 30, 1993 ... e 22.05 24 .84

RBC Dominion Securities has been advised that a net asset evaluation of Home Oil was prepared in October
1992 by The First Boston Corporation (“FBC™) to assist Gulf Canada Resources Limited and GW Utilities Limited
(“GW?™) to evaluate offers they might receive for their shares in Home Oil. In the FBC evaluation a deduction
for the Scurry-Rainbow “minority interest” of $44.7 million to $53.5 million was set out. RBC Dominion Securities
has also been advised of a net asset evaluation of Home Oil as at January 1, 1992 prepared by management of
GW which included an allowance for the minority interest in Scurry-Rainbow of $59 million. Both such net asset
evaluations of Home Oil were referred to in GW’s management information circular and proxy statement dated
February 8, 1993 in connection with the distribution to its shareholders of Home Oil Common Shares.

RBC Dominion Securities has placed no reliance on the Home Oil internal valuations or on the evaluations
prepared by or for GW, referred to above.
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N. Range of Values Conclusion

Given the basis of the evaluation, the scope of review and subject to the assumptions and limitations noted
herein, RBC Dominion Securities concluded that as at June 30, 1993, the fair market value of Scurry-Rainbow’s
Common Shares was in the range of $23.00 to $26.40 per Common Share. RBC Dominion Securities is not aware
of any factor or circumstance that would render its conclusion as to such fair market value inapplicable as at
the date hereof.

0. Distinctive Value to Home Qil

In the event that the Arrangement becomes effective, the privatization of Scurry-Rainbow should result in
the realization of certain benefits by Home Oil. Home Oil management believes that the primary benefits it expects
to realize if the Arrangement proceeds are: general and administration expense and operational efficiency savings
of approximately $0.8 to $1.0 million per annum before tax; the benefits associated with the simplification of
Home Oil’s corporate structure; and the benefits associated with the elimination of potential conflicts of interest
between Home Qil as a major shareholder of Scurry-Rainbow, and Scurry-Rainbow and its Minority Shareholders.
As both Home Oil and Scurry-Rainbow are paying cash taxes, no material tax synergies are expected to result
from the Arrangement.

P. Fairness Conclusion

Based on and subject to the foregoing, RBC Dominion Securities is of the opinion that, as at the date hereof,
the Arrangement is fair from a financial point of view to the Scurry-Rainbow Minority Shareholders for the following
principal reasons:

(i) the proposed price of $26.50 per Common Share exceeds the high end of the Valuation range;

(ii) the valuation parameters implicit in the Arrangement compare favourably to those implicit in precedent
transactions and to trading values of publicly traded peer companies;

(iii) the option to receive Home Oil Common Shares at an equivalent level of value to $26.50 cash provides
the opportunity to defer capital gains tax and to participate in the benefits of the combination of Home
Qil and Scurry-Rainbow; and

(iv) Minority Shareholders electing to receive Home Oil Common Shares will enjoy a more liquid market
than currently exists for the Common Shares.

Yours truly,

(Signed) RBC Dominion Securities Inc.
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September 7, 1993

The Special Committee of the Board of Directors
Scurry Rainbow Oil Limited

1600 Home Oil Tower

324 - 8th Ave. SW.

Calgary, Alberta

T2P 275

Dear Sirs:
Re: Liquidity of Home Oil Shares

We are acting as financial advisor to you in connection with a proposal (the “Proposal””) by Home Oil Company
Limited (“Home Qil™) to acquire for $26.50 cash all the outstanding shares of Scurry-Rainbow Oil Limited
(*“Scurry-Rainbow™) not already owned by Home Oil. We understand that the Special Committee is of the view
that the interests of the minority shareholders of Scurry-Rainbow (the “Minority Shareholders’) may be better
served by a modification to the Proposal to enable Minority Shareholders who so wish to receive common shares
in Home, rather than a cash payment, in consideration for their common shares in Scurry-Rainbow. We understand
Home Oil has advised the Special Committee that Home Oil would consider reasonable modifications to the Proposal
but that Home Oil will not entertain any modification that would entail a formal valuation of Home Oil.

Therefore the Special Committee seeks from Home Oil a modification of the Proposal (the *“Amended Proposal™)
to enable each Minority Shareholder to elect to receive, for each Scurry-Rainbow share, either: (a) a cash payment
of $26.50, as contemplated in the Proposal; or (b) that number of common shares in Home Oil the value of which
(based upon closing market prices on a specified date or an average of closing trading prices over a specified
period) approximates $26.50 (the closing price of common shares of Home Oil on The Toronto Stock Exchange
on August 3, 1993 was $18.25 per share).

We understand that an application has been made seeking the grant of discretionary relief by the Director
of the Ontario Securities Commission from certain of the requirements set forth in its Policy Statement 9.1 and
by the Quebec Securities Commission from certain of the requirements set forth in its Policy Q-27. In connection
with such application you have requested that we provide our opinion that there is a liquid market in the shares
of Home Oil and the market will not be materially less liquid if the Amended Proposal is successfully completed.

Definition of Liquid Market

For purposes of this opinion the term liquid market is defined as a market for the subject securities with
sufficient breadth and depth to provide a reasonable opportunity for investors to buy and sell shares without materially
impacting the market price.



Liquidity of Home Shares

In considering the liquidity of Home Oil shares we reviewed recent trading volumes. On or about May 19,
1993 a public distribution (the “Public Distribution™) of a Home Qil control block formerly owned by Gulf Canada
Resources Limited and Olympia & York Development Limited was completed, which increased the publicly-held
float of Home Oil shares from 16.0 million shares to 39.6 million shares. In considering the liquidity of Home
Oil shares, we reviewed trading volumes for the last 12 months and for the period since the Public Distribution
to measure the effect of the increased public float. Our analysis is summarized in the table below:

Average Trading Volume (1)

For 12 Months Since Public

Ended Distribution

Period August 30, 1993 May 19, 1993
DRIIY, tici 2 5 s s p ek § oaminn 3§ SRS & wameis & sitey v swimms ¥ e % smne 88,392 174,229
WWBCKLF .. o v wconmome b B & 54060005 & HEIRG 3 § HEIHs § 69750 % % Gtiuns 3 wisiecn 5 0 wiwiacn 443,595 878,564
Monthly ....ooiiuiiinii it taiiiana e 1,871,357 3,904,109

Note:
(1) Figures indicate combined trading on The Toronto Stock Exchange and the American Stock Exchange.

As indicated in the table above the market for Home Oil shares is liquid.

Pro Forma Impact of Amended Proposal

The result of the Amended Proposal, if successfully completed, would be an increase in the outstanding shares
and public trading float of Home Oil. The following table provides an illustration of the pro forma increase in
Home Oil shares outstanding, assuming varying percentages of the Scurry-Rainbow minority shares are exchanged
for Home Oil shares:

Percentage of Number of Number of Pro-forma
Scurry-Rainbow Minority Scurry-Rainbow New Home Oil Number of Home Oil
Shares Exchanged Shares Exchanged Shares Issued (1) Shares Outstanding
(mm)
0% 0 0 39.6
50% 800,000 1,160,000 40.8
100% 1,610,000 2,334,500 41.9

Note:

(1) Assumes a 1.45 share exchange ratio based on the proposed offer price of $26.50 and the Home Oil closing price prior to the
date of the announcement of the Proposal of $18.25.

As indicated in the table above the successful completion of the Amended Proposal would result in an increase
in the number of Home Oil shares outstanding of up to 2.3 million.

Opinion
Giving consideration to the foregoing it is the opinion of RBC Dominion Securities that the market for shares

of Home Oil is liquid and would not be materially less liquid were the Amended Proposal to be successfully
completed.

Yours truly,

(Signed) RBC Dominion Securities Inc.
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MANAGEMENT’S REPORT
March 19, 1993

To the Shareholders of Scurry-Rainbow Oil Limited

Management is responsible for the accompanying financial statements and for the accuracy and consistency
of all information in this Annual Report. The financial statements have been prepared in accordance with Canadian
generally accepted accounting principles and include certain amounts that reflect management’s judgement and
best estimates. Financial information contained throughout this Annual Report is consistent with the financial
statements.

Management has established systems of internal control that provide reasonable assurance that assets are
safeguarded from loss or unauthorized use and produce reliable accounting records for the preparation of financial
information. The internal control system is augmented by an internal audit function and an established code of
business conduct.

The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial
reporting and internal control. The Audit Committee of the Board, which consists of four independent directors,
has specific responsibility for this area. The Committee meets with management, internal auditors and independent
auditors to review the internal controls, financial statements and auditors’ reports. The Committee reports its
findings to the Board for its consideration in approving the financial statements and other information for
issuance to the shareholders.

Price Waterhouse, appointed by the shareholders as the Company’s independent auditors, have examined
the financial statements and their report is contained herein.

(Signed) David E. Powell (Signed) Allen R. Hagerman
President & Chief Executive Officer Vice President & Chief Financial Officer

AUDITORS’ REPORT
February 9, 1993

To the Shareholders of Scurry-Rainbow Oil Limited

We have audited the statement of financial position of Scurry-Rainbow Oil Limited as at December 31, 1992
and 1991 and the statements of earnings, retained earnings and cash flows for each of the years in the three year
period ended December 31, 1992. These financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of the
Company as at December 31, 1992 and 1991 and the results of its operations and cash flows for each of the years
in the three year period ended December 31, 1992 in accordance with generally accepted accounting principles.

(Signed) Price Waterhouse
Chartered Accountants
Calgary, Alberta, Canada



SCURRY-RAINBOW OIL LIMITED

STATEMENT OF FINANCIAL POSITION
(dollars in thousands)

Approved by the Board

(Signed) D. E. Powell, Director

(Signed) S. G. Olson, Director

December 31,
1992 1991
Assets
Current Assets
Cash and:shorttermideposits: .. « « vums « comms & swmmn g 5 wsisie 5 & se0es © 953 § He $ 18 $ —
Advances to parent company (Note 2) ...ttt 3,909 —
Taxcs TECOVETADIC ionai o 5 ini & 250 5 £ambing & 0o § 5 fniii & Sutueme o reviess 4 asimin — 1,175
Accounts receivable . ... ... 11,715 13,732
INVEMIOTIES: ucoocens o iatimams © sretomige & ciessieire satas e, sabamss & aese o Wativs 3 sataions ¥ spemsis 716 613
16,358 15,520
OHher ASSEtsEINOE 3)in o st ¥ 3 ms S aeass & sash § & e £ 9 domd § Rawm i & atek 52 1,366
Property, Plant and Equipment (Note 4) . . ... ... ... ... . e, 367,761 371,973
$384,171 $388,859
Liabilities and Shareholders’ Equity
Current Liabilities
Bank indebteédness (NGB 5). ¢ o viies s camies o saiein 5 5 shaias 5 & siifacs ¥ duaisin o somumse » $ - $ 909
Advances from parent company (Note 2) .................ooiiiiinnnn. — 12,997
ACCONDS PAYABIE <c-vs v seilims « 5 powvses « e % » vwmmis 5 wwam & W § BRI & st 9,030 8,265
TaxesTpayable « - covpon ¢ i & s 3 rown 5 5 v 5 peEe s SeEeETE % G0 E ¥ s 6,482 —
Dividends payable’ oz ¢ sy & vasin 5 o 5 7 08EE 3 L ERE § S0 § RS § R 8 3,769 3,740
Current portion of deferred production revenue........................... 513 714
19,794 26,625
Deferred Production Revenue (Note 6) ........... ... 215 682
Site’Restoration - Accrual (INOE: 7) iosrsvs & siwnss + saamin s sisiaie's & e » & salss & siarans & 3,754 3,080
Deferted Taxes . o ; snon o ¢ oaler s ¥ TG Sann S AUTnRET SORE T 7 RaEn S aiag & Seah ¥ . 121,816 121,973
145,579 152,360
Shareholders’ Equity
Capital stock (Note 8)

Common shares;issned 13462129 ; ... s ¢ asese s 5 e o sovmiet & s ¥ o sy 3 & 10,922 10,922
Contribnled SUTPIO%: = ; sees &5 oo & guss © 6 SEml ¥ £ s § EEUS § 5es § §0Eas 1§ 23,334 23,334
REAMEd SATAIMPIS 0 5 206008 © 750505 3 0,505 5 5 5550 5 5iuinns » srsmasss siaesesis 5 sysuiete s 204,336 202,243

238,592 236,499
$ 384,171 $ 388,859



SCURRY-RAINBOW OIL LIMITED

STATEMENT OF EARNINGS
(dollars in thousands, except per share amounts)

Year ended December 31,

1992 1991 1990
Revenues
Operating, net of royalties .................oooiiiiieen. $ 74,027 $ 70,571 $ 84,588
Other (NOE 2) .o it ee ettt e 541 1,132 1,866
74,568 71,703 86,454
Expenses
(0] v L4 1T~ R R R R R R 18,252 18,855 17,119
General and administrative . ........ ... 4,860 4,806 4,804
DEWNSIZM < & 5 sinis o vvwn ® mimmm s svane u o simminm o womacs 1.5 biad §3 § 594 1,945 —
Depletion, depreciation and amortization (Note 4) . ............ 34,167 28,406 25,804
THETESE (OIS 2. roveis & 55553 & Yreit s 450508 £ B9 & wmie & & wnidie s » v 852 1,463 1,141
58,725 55,475 48,868
Earnings Before TaXes . .......opvessrmmenonvonssenasainnsss 15,843 16,228 37,586
Taxes (Note 9)
CUTLOIE . . ooreoe o asbifii & AR § S ERING S DESTE § § et & Wiasis & o swomm o 7,176 608 5,019
DICTErTEt . . ciivie o wimpndave o sospocers & SAELE 5 SRIRES & & SRGAIE & Moo § ¥ S ¥ s (157) 6,085 9,935
7,019 6,693 14,954
BUITTNS 5 4 ¢ sictsts « 5 promen ¥ v sowwms & sovmn s woosmsene @ sopcssn s wesmpn = womibet § & $ 8,824 $ 9,535 $ 22,632
Earnings per SHATe: . ;oo o vuv v vmie s« vimiae s cmiamn 1 siains o saains » $ 0.66 $ 071 $§ 1.68
STATEMENT OF RETAINED EARNINGS
(dollars in thousands, except per share amounts)
Year ended December 31,
1992 1991 1990
Retained Earnings at Beginning of Year ....................... $202,243 $199.,439 $183,538
BAITINEY cois 5 & smipg ¢ e = awvassin oo « sosan » rswn s wmees il 8,824 9,535 22,632
211,067 208,974 206,170
VARG . cone » comnens o ESEE F 5 SEEE & GOSIRE & R SRS ¥ SR e 6,731 6,731 6,731
Retained Earnings at End of Year .....................ccoonn $204,336 $202,243 $199,439
Dividends per Share . ......... ... i $ 0.50 $ 0.50 $ 0.50




SCURRY-RAINBOW OIL LIMITED

STATEMENT OF CASH FLOWS
(dollars in thousands)

Year ended December 31,

1992 1991 1990
Operating Activities
Cash flow from operations
BEETMDEE! s 5 wsiwe & § soten s £ uhis B Riasns 3 S00S & 5 0 DRGNS § 5 $ 8,824 $ 9,535 $ 22,632
Charges (credits) not affecting cash
Depletion, depreciation and amortization .................. 34,167 28,406 25,804
Deferred taxes . . ...t (157) 6,085 9,935
(011 [5] g g SN (98) (163) (947)
Cash Flow froi Operations . : s « g & Suress ¢ oyisms & o s §1% 42,736 43,863 57,424
Deferred production revenue .................oiiiiiiiian.. (668) (598) (1,051)
Changes in noncash working capital ......................... 9,043 (3,344) 642
51,111 39,921 57,015
Investing Activities
Additions to property, plant and equipment ................... (38,038) (41,128) (69,825)
Proceeds from disposition of property, plant and equipment. . . . .. 10,346 3,931 3,444
Proceeds from sale of Westcoast Oil & Gas Corp., net
(NOLE 2V 5 2 sven + soviees & Sheralels & RA/AN 5 SIS ¥ SIS0 § A0SR § & Ha — — 2,542
Changes in noncash working capital ......................... 1,311 (6,491) (2,592)
OHHET . . ...cir i o imieie = o sivime & iniain & o siniats o isieidin o sinieis = % pinse (177) (175) 74
(26,558) (43,863) (66,357)
Financing Activities
Advances from (repayment to) parent company ................ (12,997) 9,762 3,235
Dividends .. ... (6,731) (6,731) (6,731)
Changes in noncash working capital ......................... (898) 911 33
(20,626) 3,942 (3,463)
Increase (Decrease) in Cash .. ........ ... . ... ... ... .. ... 3,927 — (12,805)
Cash at Beginning of Year ... ...... ... .. ... . ... — — 12,805
Cashat End of Year .......... ..o, $ 3,927 $ — F =




SCURRY-RAINBOW OIL LIMITED

NOTES TO THE 1992 FINANCIAL STATEMENTS
(tabular amounts are expressed in thousands of dollars)

Summary of Significant Accounting Policies

The financial statements of Scurry-Rainbow Oil Limited are prepared in accordance with Canadian generally
accepted accounting principles and conform in all material respects with the historical cost accounting
standards of the International Accounting Standards Committee.

(i)

(i1)

(iii)

(iv)

(v)

Cash

Cash, for the purposes of the Statement of Cash Flows, is defined as cash and short term deposits and
advances to parent company.

Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is determined using the specific
item cost method or the average cost method of inventory valuation.

Other Assets

The Company followed the equity method of accounting for its investment in Minerals Ltd., a 50%
owned company (Note 3).

Oil and Gas Operations

Substantially all of the Company’s exploration and production activities are conducted jointly with the
parent company and others. These financial statements reflect the Company’s proportionate interest
in such activities.

The full cost method of accounting is followed for oil and gas operations, whereby all exploration and
development costs are capitalized. Capitalized costs include land acquisition costs, geological and
geophysical costs, lease rentals and related charges applicable to nonproducing properties, costs of drilling
both productive and nonproductive wells, and administrative costs related to exploration and development
activities. The net book value of such costs, net of related deferred income taxes and the site restoration
accrual, is limited by a “ceiling test” amount. This amount is the sum of future net revenues from
proved reserves at current prices and costs, plus the lower of cost and estimated fair market value of
unproved properties, less estimated future financing, administrative and tax expenses.

0il and gas costs are depleted using the unit of production method based upon estimated proved reserves,
before royalties, as determined by Company engineers. Natural gas reserves and sales are converted
to equivalent units of crude oil based on six thousand cubic feet of natural gas to one barrel of crude
oil. Future obligations for site restoration costs, including dismantling and abandoning properties, are
accrued using the unit of production method. The annual provision is expensed as depletion.

Depreciation of buildings, plant and equipment, other than oil and gas production equipment, is provided
on the straight line basis over the estimated service life of each asset. Oil and gas production equipment
is depreciated using the unit of production method.

When property, plant and equipment are retired or otherwise disposed of, the net proceeds are credited
to the carrying value except for certain major disposals for which the gain or loss is included in earnings.

Deferred Taxes

Income taxes are accounted for using the tax allocation basis of accounting. Under this method, deferred
income taxes are recorded with respect to differences between depletion, depreciation and other items
recorded in the accounts and those claimed for income tax purposes.



(vi) Comparative Amounts

Certain comparative amounts have been reclassified to conform with the current year’s financial statement
presentation.

Related Party Transactions

Home Oil Company Limited (“Home™) owns approximately 88.1% of the issued and outstanding shares
of the Company. During the year ended December 31, 1992, Home provided certain management, technical
and administrative services to the Company at cost which amounted to $14,144,000 (1991 — $16,285,000;
1990 — $16,414,000). Of this amount, $9,407,000 has been capitalized and allocated to property, plant
and equipment (1991 — $11,394,000; 1990 — $11,651,000). The Company’s share of the cost of Home’s
1992 downsizing program was $594,000 (1991 — $1,945,000).

The Company borrows from and advances to Home various amounts, and, prior to May 1, 1991 when Home
became a stand alone publicly traded company, to Home’s parent company, Interhome Energy Inc. The
amounts borrowed or advanced carry interest at %,% above Home’s or Interhome’s cost of funds from
commercial paper, bankers’ acceptances and prime loans, and are repayable on demand. Net interest expense
for the year ended December 31, 1992 amounted to $200,000 (1991 — $1,410,000; 1990 — $375,000).

The Company’s exploration and production activities are conducted jointly with others including Home and
Gulf Canada Resources Limited (“Gulf”"), the owner of 22.8% of Home’s common shares. The activities
are conducted under competitive market terms and in the normal course of business. In September 1992,
the Company completed a property swap and purchase transaction with Home and Gulf that resulted in a
net cash expenditure to the Company of $3,955,000 to acquire additional interests in petroleum and natural

gas properties.

In 1990, the Company sold Westcoast Oil & Gas Corp., a wholly owned subsidiary, to Home for net proceeds
of $2,542,000.

Other Assets

Effective September 1, 1992, Scurry-Rainbow sold its investment in Minerals Ltd., a 50% owned company,
for $1,418,000. The sale resulted in a gain of $229,000 which is included in other income.

Property, Plant and Equipment
December 31, 1992

Accumulated
Depletion,
Depreciation
and
Cost Amortization Net

Petroleum and natural gas properties and equipment (full cost) ... $653,077  $286,764  $366,313
Undeveloped mining properties . ......vuu s cuvnes vunasonrvaeas 2,640 1,640 1,000
OMBEE: 555 = o sorn © @ s § DEne s § HE ¥ Vi & 3 wensies & poms © o 1,231 783 448

$656,948  $289,187  $367,761

December 31, 1991

Accumulated
Depletion,
Depreciation
and
Cost Amortization Net

Petroleum and natural gas properties and equipment (full cost) ... $623,830  $253,981  $369,849
Undeveloped mining properties ... vowu s vewevs svas o s sums s 2,590 808 1,782
OB ..o o ooouirids & 5 55 7 ShoTaeo.8 SEETS 1 6 2050 % SA08000 & SOEIE 0 sali 1 5 1,173 831 342

$627,593  $255,620 $371,973




The oil and gas depletion, depreciation and amortization rate per equivalent barrel of oil, where six thousand
cubic feet of natural gas equals one barrel of oil, for the year ended December 31, 1992 amounted to
$5.12 per barrel (1991 — $4.96; 1990 — $4.39).

During the year, administrative costs related to exploration and development activities of $1,940,000 (1991 —
$2,071,000) were capitalized.

At December 31, 1992, the Company had a surplus in its ceiling test based on year end wellhead prices.
of $19.87 per barrel for crude oil (1991 — $18.28) and $1.71 per thousand cubic feet for natural gas
(1991 — $1.42).

Bank Indebtedness

At December 31, 1992, the Company had unutilized bank lines of credit of $40 million. Upon drawdown,
the loans bear interest at prevailing market rates and are unsecured.

Deferred Production Revenue

December 31,

1992 1991
Deferred production TEVEMUE . .. ..o vt vttt ettt ettt e e e $ 728 $1,396
Current:;portion:of 'deferred. production TEVENBE. « .cux « wmovs & cumiis « waswrsis wiszoras o sz (513) (714)
$ 215 $ 682

Amounts paid to the Company for gas volumes not yet taken under take or pay contracts are recorded as
deferred production revenue. These amounts will be recorded as revenue when the gas to which the payments
relate is delivered to the purchaser. Deliveries or repayments are being made over a period ending in 1994.

Site Restoration Accrual

The Company’s estimate of future removal and site restoration costs is $14,000,000 of which $3,754,000
has been accrued to the end of 1992 (1991 — $3,080,000). During 1992, $808,000 was included in depletion,
depreciation and amortization expenses (1991 — $199,000). Site restoration expenditures of $134,000 were
incurred in 1992 (1991 — $184,000) and were charged against the accrual.

Capital Stock

The authorized capital stock of the Company consists of 200 million common shares and 100 million preferred
shares, all of no par value. At December 31, 1992 and 1991, 13,462,129 common shares were issued and
outstanding.



10.

11.

12,

Taxes

The tax provision differs from the amounts computed by applying the combined Canadian federal and provincial
income tax rates to earnings before taxes. The differences result from the items shown in the following table:

Year ended December 31,

1992 1991 1990

Earnings before taxes ... ..........oovieiiiiiiiiiii i $15.843  $16,228  $37,586
Canadian Statutory taX [ALE . .. . v cawuvv onas s mmmios s o s rmniss v s 44.6% 44.1% 43.6%
Tankes Gt SUHIOTY TaB . ; ssmms s wamis § wimse we s 5 somwes v s r = s $ 7,066 $ 7,157 $16,387
Increase (decrease) resulting from:

Nondeductible Crown royalties . . . .........ovvieeioaann. 5,786 5,554 6,898

Federal resource allOWAnNCE . . . ..o veevvvenunnnraneneaenes (5,593) (4,475) (7,345)

Alberta Royalty Tax Credit........cvvveciiiievnerannnnens (572) (1,302) (858)

ICADRTRY TAKBE <o 4 ¥ st 3 Hauims & Baii § 5 <00 & CUTsPA & wwns = § fims o 8 947 757 598

i L R N e B g e (615) (998) (726)
TARES ccnvurors o snstana o o sisornn o symins o womesmen 4 SETR% § € W ¥ 7 s ¥ gimes 4 < $ 7,019 $ 6,693 $14,954
EffectiVe taX TAE . . o oo ov vt ie v v e s oo e saasenaenstsas 44.3% 41.2% 39.8%

Deferred taxes result from timing differences in the recognition of items for tax and financial statement purposes.
These differences have arisen principally as a result of claiming capital cost allowance and exploration and
development costs for tax purposes in excess of depreciation and depletion in the accounts.

Subsequent Event

The Company has entered into agreements to sell, effective January 1, 1993, certain petroleum and natural
gas properties for $15,400,000, all of which will be credited to property, plant and equipment.

Contingency

Natural gas from the North Coleman gas field is currently processed, under a contract that expires June 30,
1993, through a gas plant owned and operated by an unrelated company. During 1992, as a result of high
processing fees and low sulphur prices, the field operated at break even on a cash basis, but incurred losses
after depletion and depreciation. Scurry-Rainbow and its partners are evaluating a number of alternatives
to improve the long term economics of the North Coleman field. Certain of these alternatives may necessitate
temporarily shutting the field in and not renewing the processing agreement at an estimated after tax cost
of $1 million.

United States Accounting Principles

The financial statements of the Company have been prepared in accordance with Canadian generally accepted
accounting principles (“*Canadian GAAP™). These principles conform in all material respects with
those in the United States (“U.S. GAAP™) except for the following:

(i) Under U.S. GAAP, the discounted future net cash flows from proved oil and gas properties, discounted
at 10% over their remaining productive lives, plus the lower of cost or fair market value of unproved
properties, net of future taxes, must exceed the net book value of such properties net of deferred taxes
and the estimated site restoration accrual, or a write down is required. The price of crude oil and natural
gas declined in 1991 resulting in a downward revision in the discounted value of proved reserves computed
in accordance with U.S. GAAP. Under these rules, a $55 million reduction in the carrying value of
the Company s oil and gas properties would have been required through a charge to depletion, depreciation
and amortization. This reduction would have been partially offset by deferred taxes of $24 million.
At December 31, 1992, after reflecting the 1991 write down, the conditions of this “ceiling test” were met.
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(ii)

(iii)

If the Company’s financial statements had been presented on the basis of U.S. GAAP, earnings would
have been as follows:

Year ended December 31,

1992 1991 1990
Earnings under Canadian GAAP ......................... $ 8824 % 9,535 $22,632
Adjustment to depletion, depreciation and amortization,
NEL OF LAKES & . ottt e e e et e e 2,363 (31,000) —
Earnings (loss) under U.S. GAAP..................cc..... $11,187  $(21,465) $22,632
Earnings (loss) per share under U.S. GAAP ............... $ 08 § (1.59 §$ 1.68

Under U.S. GAAP, the following items in the statement of financial position would have been restated to:

December 31,

1992 1991
Property, plant and equipment, net...............coviieinneenn.. $316,905 $316,973
Deferred TAXES . v v vttt e ettt e e e $ 99,597 $ 97,973
Retained €armings . ... .......uutiuoernne i, $175,699 $171,243

The Financial Accounting Standards Board (““FASB”) Statement of Financial Accounting Standard
(“SFAS™) No. 95 — “Statement of Cash Flows” requires the following disclosure:

Year ended December 31,

1992 1991 1990
Interest paid .. .........oovueevinnnan . oo ¥ bass s A $939  $1,459  $1,203
Taxes paid (refonded) < ovs o v o v i s prrans cwen v amwm s & s 2 $(481) $6,151  $1,251

In February 1992, FASB issued a revised statement on “*Accounting for Income Taxes”, SFAS No. 109,
which will require companies to recognize current changes in tax rates in recording their deferred income
tax liabilities effective for fiscal years beginning after December 15, 1992. The effect of applying this
statement has not been determined.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
March 19, 1993

Results of Operations provides an analysis of operating results in aggregate as well as on an individual line basis.

Liquidity and Capital Resources discusses the sources which provide the capital available to finance ongoing
activities.

Business Risks and Prospects presents management’s outlook for the future and the impact industry and
business environment changes will have on future results of operations.

The following discussion of the results of operations and financial condition for the three years ended
December 31, 1992 should be read in conjunction with the Financial Statements.

RESULTS OF OPERATIONS

Scurry-Rainbow’s earnings for 1992 were $8.8 million, $0.66 per share, compared with $9.5 million, $0.71 per
share, in 1991 and $22.6 million, $1.68 per share, in 1990. Increased gas sales revenue and lower operating,
downsizing and interest expenses were offset by higher depletion, depreciation and amortization expenses. Cash
flow from operations during 1992 totalled $42.7 million, down from the $43.9 million achieved in 1991 and
$57.4 million in 1990. Increased natural gas sales and lower cash expenses did not compensate for the higher
current taxes incurred in 1992. The higher level of earnings and cash flow from operations in 1990 reflected
substantially higher oil and gas prices.

Operating Revenues

1992 1991 1990
(dollars in thousands)
CrUdeioil i v svsivs « pivimse 5 a3 £ Sess § ¥ S 5 Eimd & B 8 & e ¥ s $41,891 $45,820 $56,956
INABITALZAS: = « somn e o onteiec o i 2 5 S0 & B TEE & Rl By S 1 T e R g 26,489 18,570 20,898
INatiuralioas HGuids . . ..ce.s o faia e 9500 § 50006 § Ranks § 208k § 500555 5,184 4,305 4,873
SUIBHUE . coe i o o) ionems s eeasiebs) s ormaaie s sieess or ishriEnhe sod siaieaerns sfosinis alkesnsine 215 463 1,876 1,861

$74,027 $70,571 $84,588

Operating revenues of $74.0 million were 5% higher than 1991 but were still below the $84.6 million achieved
in 1990. The 1990 revenues were achieved largely as a result of higher product prices, in particular world oil
prices which rose as a result of the Persian Gulf conflict. Average oil and gas prices in 1992 approximated 1991
levels, while crude oil volumes have declined modestly and natural gas sales volumes increased considerably.
Natural gas liquids revenues increased due to modestly higher prices. Sulphur prices, which averaged over $52 per
long ton in 1990 and 1991, declined to $15 per long ton in 1992 and are expected to remain depressed for the
near future.

Crude Oil
1992 1991 1990
Revenue after royalty (dollars in thousands)....................... $41,891 $45,820 $56,956
Volume:/ (Darrels:- Periday)’ : : com: s s puws v 5 some s nisimia ¢ e v o ows o s 7,051 7,208 7,679
Price (DErBATel)s « « spzvs v smin @ 5 aoaas ¥ hemmn ¥ 5w ¥ sle s D6 § 5 $ 20.21 $ 20.14 $ 24.88
RAVAIY, THHE : 2o00.5 & 55505 § 055 5 9 0600 § 0 a0 § G000 & UEER 5§ ETa 5 5 » 19.7% 18.6% 18.3%

Crude oil revenue during 1992 declined $3.9 million or 9% from 1991, however, revenue in 1991 included
a one-time payment of $2.7 million from the Saskatchewan government as compensation for mineral rights
expropriated in error.

Average crude oil production for the year was down 2% from 1991 and down 8% from 1990 levels largely
due to the impact of the disposition of nonstrategic properties. Property dispositions during the past two years
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resulted in a net decline in production volumes of about 600 barrels per day. Natural production declines in mature
fields were offset by increases in production from major operated areas as a result of the implementation of field
optimization programs at Cecil/Royce and West Stoddart in late 1991, the 1992 development program and the
acquisition of additional working interests.

Production during the fourth quarter of 1992 of 7,707 barrels per day was affected by the closing of a major
property acquisition which increased the Company’s interest in the West Eagle Unit by 15%. The transaction,
which had an effective date of July 1, 1992, added 500 barrels per day to the Company’s production base. This
transaction, which was recorded in October, increased fourth quarter production by 1,000 barrels per day.

Although the average price of West Texas Intermediate crude oil declined by 4% in 1992 to U.S. $20.57,
this was more than offset by the positive impact of a weaker Canadian dollar which averaged U.S. $0.83 compared
with U.S. $0.87 in 1991. The 19% decline in price from 1990 levels principally relates to lower world oil prices.

The increase in the royalty rate in 1992 resulted from the expiration of the royalty free period on production
from Cecil/Royce.

Natural Gas

1992 1991 1990
Revenue after royalty (dollars in thousands)....................... $26,489 $18,570 $20.898
Volume (thousands of cubic feet perday) ......................... 56,842 42,970 42,222
Price (per thousand Cubie f6et) o « coma s san & svape s ¢ sawins » onss v s $ 1.45 $ 1.40 $ 1.69
ROYRIE TRIE . . » occonmrm xosmomnas » saviiad & 450005 § RIS 775 S0 7 8000 & & 4004 & 12.3% 15.4% 19.8%

Natural gas sales reached a record of 56.8 million cubic feet per day, increasing 32% over 1991, as a result
of new production from the Ring/Border and Hamburg fields and increased production at South Wapiti. The higher
production from these fields was partially offset by reduced volumes at North Coleman due to processing plant
operational difficulties. About two-thirds of the increased sales represented higher takes under new and existing
long term contracts. The balance was sold into the short term market in order to take advantage of higher prices
prevailing during the latter part of the year.

Firming gas prices in the fourth quarter caused Scurry-Rainbow’s 1992 average natural gas price to rise five
cents per thousand cubic feet. Scurry-Rainbow’s average sales price for the fourth quarter was $1.70 per thousand
cubic feet compared to $1.35 for the first nine months and $1.40 per thousand cubic feet for the fourth quarter of 1991.

The royalty rate declined from 1991 levels due to the royalty free status on new production from Ring/Border
and adjustments relating to prior years. Royalty rates in 1993 are expected to increase due to the expiration of
Ring/Border’s royalty free period. The reduction in 1991 from 1990 reflected the reduced prices and lower sales
from South Wapiti, a high royalty field.

Natural Gas Liquids

1992 1991 1990
Revenue after royalty (dollars in thousands).......................... $5,184 $4.305 $4.873
Volume (barrels per day) ..........civuuiiimmmnnnnanaieananeeeen, 1,150 1,095 1,085
Price/(per BAETELN:: s « auvi » v somme satacs 5 o uiviie = wanis v casmma g s =2 e $14.60 $12.96 $14.37
ROV IREE srren 5 £5im « Bal § 5 SRS 6 Scvs & eisssm A Hasssn o § ke 5 S o ¥ 15.7% 16.9% 14.4%

Revenue from natural gas liquids in 1992 increased 20% from 1991 and was up 6% over 1990. Production
in 1992 was up approximately 5% over the previous two years reflecting new production, primarily from
Ring/Border. The average liquids price increased 13% over last year due to higher quality liquids from new
production displacing low priced ethane, which is no longer being extracted from certain fields. The royalty rate
decline in 1992 resulted from the impact of royalty free production at Ring/Border. The higher royalty rate in
1991 resulted from reduced production from South Wapiti, a field where royalties are assessed on the raw gas
produced prior to the extraction of liquids.
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Operating Expenses

Operating expenses of $18.3 million declined by 3% from 1991 despite the increase in production volumes.
Unit operating costs declined by approximately 12% to $3.57 in 1992. This improvement resulted primarily from
the asset rationalization program coupled with cost reduction and optimization efforts in operated fields. The
higher operating costs in 1991 resulted from the start up of new facilities at West Stoddart, Ring/Border and
Cecil/Royce.

Unit Operating Costs

(dollars per barrel of oil equivalent
where ten thousand cubic feet of gas is equated to one barrel of oil)

TDDD . i v o umvin o siesmzmis o mndibihgt 5 BTG LEAHE T DO ¥ SEUE §8 SRS VLGRS $3.57
TODT . sicrs v wammsssns tusimsers o sesienntn o Apsatn ssamvstas Bisimmars = wsivdi b ST . 8 WA 4.06
100y I T WP P Y. . oo S o 3.57
TOBO - oo 5 s 5 5 Waied ¥ BEIE b SR § ST b SRR § IS o) S ot e 3.34
TOBB . ovon 5 soitins & £ S55805 7 5 55508 & SIoberrs & SSTHR & © Dl @ DGR ST B AT 3.33

General and Administrative Expenses

General and administrative expenses totalled $4.9 million, up slightly from 1991 due to higher safety,
environmental and marketing costs.

Downsizing Expenses

A downsizing program was implemented in late 1991 in response to lower activity levels within the Company
and the oil and gas industry. The 1991 program, which reduced head office costs, resulted in a charge of
$1.9 million. As a consequence of the ongoing rationalization program, further reductions were made in 1992
at a cost of $0.6 million.

Depletion, Depreciation and Amortization Expenses

Oil and gas capital costs are depleted using the unit of production method based upon estimated proved reserves.
Natural gas reserves and sales are converted to equivalent units of crude oil based on their relative energy content.
Depletion, depreciation and amortization expenses rose by 20% to $34.2 million in 1992 as a result of a 14%
increase in equivalent production and a 3% increase in the depletion rate to $5.12. The depletion rate rose as
a result of additions costs exceeding the historical average. The 13% increase in the depletion rate from 1990
to 1991 reflected both higher additions costs and an unfavourable reserves revision at the West Eagle field.

Depletion
(dollars per barrel of oil equivalent)

OO - v & parmis ¥ ihie s & SaTs 3 % S 5 SHaTaTeie % SR B DRIEE RS § e $5.12

DODL . . ronen « shavin & Rl 5 5 deew 3 Luans © SO S 5 MU ¢ e aame b s 4.96

PO, . o orcos o smoeinnn o sraimns o o sumsmin = 5 msepois n sinimin v v Sariedd § O ROV ¥ GOGNE ¥ e 4.39

BOBD. | o iinis o voorapase o simsocs o o sisfeiie = o rewsain % SHagess & & STEAEA 3 8 mieie % EowAR 8 b 4.40

L1088 . ot e e e 4.43

Taxes
1992 1991 1990
(dollars in thousands)

(0110 5y~ 1| A U $7.176 $ 608 $ 5,019
Dottt s 2 vims v v £ SRl § £ SR 4§ S T Steels § ST B seda & st (157) 6,085 9,935

$7,019 $6,693 $14,954
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The Company’s effective tax rate of 44.3% on pretax earnings increased from 41.2% in 1991 and 39.8%
in 1990. The rates increased over the period as a result of the imposition of a capital tax by the Province of British
Columbia in 1992, higher provincial tax rates and nondeductible provincial resource royalties, which exceeded
the resource allowance as a result of lower prices and higher average oil royalty rates.

No taxes were deferred in 1992 as a result of a substantially reduced exploration and development program.
Taxes were deferred in 1991 and 1990 as current tax deductions for capital programs exceeded depletion and
depreciation expenses.

LIQUIDITY AND CAPITAL RESOURCES

Operating Activities

Cash flow from operations during 1992 amounted to $42.7 million compared with $43.9 million in 1991
and $57.4 million in 1990. Increased operating revenues and reduced cash expenses during 1992 were more than
offset by higher current taxes. Cash flow from operations in 1990 benefited from the higher oil prices that prevailed
during the Persian Gulf conflict.

Cash Flow from Operations
(dollars per share)

199D ..ot 5 il § 8 Semali 55 S 3 YEEEE & F SRS ROISEE T ERTSYE SR ¢ S0 5 0 $3.17
TODLL .o = cresonoss o mmomsts o o sessnsnn sopumss s o syiben § Debinge s LAY % DARILE © SR & 0 3 3.26
] e P T R 4.27
VOBD. . /fiucs = woumare v suwieis & 3 veorms % winats S wosnts o SOREATN e wmaieGTS & SNCHY 4 sivEde R e 3:72
1988 e ¢ o svsvn 3 B 408 Saess § P & 5 GRERS § BRGes SRTm o SRR e 3.57

Investing Activities

The Company spent $38.0 million on capital projects during 1992 compared with $41.1 million in 1991 and
$69.8 million in 1990. The lower level of expenditures in 1992 and 1991 reflected the prevailing economic conditions
and the Company’s more selective investment strategy. During 1992 a substantial reduction in exploration and
development spending was partially offset by acquisitions of proved properties for $16.4 million.

Reduced exploration and development activity resulted in lower additions to proved reserves. As a result,
in 1992, reserves additions from exploration and development replaced only 22% of production, significantly
lower than previous years.

Capital Expenditures

(dollars in millions)

Acquisition of
Exploration  Development Proved Properties

199 s i 5 7 ssinis 3 & svues 5 e & Pxrenice @ oL dinza s Sie s v erR o s 10 12 16
1991 i 5 = s 5 & axatans 5 am 5 & SESo0 § 5 FELE § GV @ s 4 R 21 20 0
Y990 ... -« oo = 5 S0 & B0 SRS 5 F % T NGl S S § BT 39 30 1
BDBG...c. i v uammrose o o simiin o simanae o menen o & btfde § BATHE & ¥ SR 53 N 29 19 5
BB i o v cmmsioiin = v smenais 1o siwmssss o sssns o msoegmin 4 simsesa o o bR X B RS 38 17 19

Exploration expenditures during 1992 totalled $10.0 million, just under half of the $20.5 million spent in
1991. Activity included the exploration for gas in northeastern British Columbia and oil exploration under a farmout
agreement in southern Saskatchewan.

Development programs accounted for $11.6 million of the 1992 capital expenditures. Major projects included
the development and optimization of oil reserves at West Stoddart, development drilling in the South Pierson,
South Wapiti and East Eagle fields and the replacement of gas production equipment at North Coleman.
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The Company has an ongoing rationalization strategy to dispose of small working interest properties with
low upside potential and high administrative and operating costs. The proceeds are reinvested in strategic properties
where opportunities exist to add incremental value. In 1992 this program resulted in $10.3 million of proceeds
from the disposition of nonstrategic properties, and acquisitions of $16.4 million. Additional interests were acquired
in West Eagle Unit No. 1, Ring/Border, Wood River/Bashaw and a small interest was obtained in Swan Hills
Unit No. 1.

Investing activities will continue to be financed primarily from internally generated funds supplemented, as
necessary, by borrowings from the Company’s parent. In 1993 Scurry-Rainbow plans to increase its exploration
and development program by 70% to $37 million and will continue its aggressive rationalization program with
proceeds from dispositions funding acquisitions.

Financing Activities

During the year Scurry-Rainbow used cash surpluses to repay parent company advances. In 1991 and 1990
shortfalls between internally generated funds and capital requirements were met by borrowing from the parent.

Scurry-Rainbow declared dividends of $0.50 per share for each of the years 1992, 1991 and 1990.

Liquidity

Scurry-Rainbow continues to be in a strong financial position with almost $4 million on demand deposit with
its parent, no long term debt and unused lines of credit totalling $40 million with two major Canadian banks.
This ensures Scurry-Rainbow’s ability to fund its working capital deficit and meet any operating and capital
requirements. The settlement of accounts receivable on a monthly basis is expected to provide adequate liquidity
to settle trade payables on their due dates.

BUSINESS RISKS & PROSPECTS

The Canadian oil and gas upstream industry continues to face many challenges due to low prices which
have resulted in marginal profitability. Scurry-Rainbow has responded to these challenges by introducing focused
exploration and development strategies and related asset rationalization and cost control programs to improve
Company profitability.

Qil and gas exploration, development and marketing involve numerous business risks. Earnings and cash flow
are sensitive to changes in crude oil and natural gas prices, production volumes, government regulation, trans-
portation and market limitations and, in the longer term, to the Company’s ability to find and develop reserves
economically.

Government regulation and legislation have a significant impact on the industry and the Company. The Province
of Alberta recently announced changes to the provincial royalty regime, effective January 1, 1993, which lower
the base and maximum royalty rates, increase price sensitivity, establish new lower royalty rates for oil discovered
after October 1, 1992, and provide royalty incentives on reactivated, low productivity and horizontal re-entry
wells. These changes improve the economics of oil exploration and development and will partially offset the
anticipated increase in royalty rates as a result of the expiry of earlier royalty holiday and incentive programs.
The increased sensitivity to prices does, however, increase the volatility of royalty rates.

Scurry-Rainbow’s operations are designed to have minimal impact on the environment and meet or exceed
current government regulations. The Safety and Environment group reports annually to the Audit Committee
of the Board of Directors and is responsible for reviewing existing and proposed operations and facilities to ensure
compliance with applicable environmental regulations and the Company’s environmental policies. In this regard,
the Environmental Code of Practice as published by the Canadian Association of Petroleum Producers has been
adopted. The Company’s practice is to abandon and restore well and facility sites when the assets are no longer
required. Scurry-Rainbow has estimated its future liability for abandonment and restoration and has been recording
this liability in accordance with the recommendations of the Canadian Institute of Chartered Accountants whereby
these costs are accrued using the unit of production method. Total estimated future costs are reviewed at least
annually and are currently estimated at $14 million, of which $3.8 million has been accrued and recorded as
a liability. The annual abandonment provision included in depletion, depreciation and amortization expense increased
to $0.8 million in 1992. The Company expects to spend approximately $1 million on site restoration in 1993.
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Oil prices are volatile and dependent on many factors including world supply and demand, political stability,
the Canadian/United States dollar exchange rate and transportation and refining patterns. For example, during
1992, both Petro-Canada and Shell Canada Products Limited announced the shutdown of their refineries in
Vancouver, effective in the second and third quarters of 1993. These refinery closures have forced Scurry-Rainbow
to seek alternative markets for its British Columbia light crude oil. A one-year contract has been negotiated to
sell this production to a U.S. refinery in the state of Washington.

Assuming world oil prices average 1992 levels, a modest improvement is anticipated in the average 1993
wellhead oil price due to both a weaker Canadian dollar and an improvement in the quality of the reserves base
resulting from asset rationalization activities. Crude oil and natural gas liquids production volumes in 1993 are
anticipated to decline by approximately 8% reflecting the full year impact of sales of nonstrategic properties in
1992 and additional sales in 1993. The ongoing rationalization process has resulted in agreements, with effective
dates in early 1993, to sell interests in about 50 nonstrategic properties for proceeds of approximately $15 million.
The properties contain about 800 wells located primarily in southern Saskatchewan. The Company’s share of
crude production from these wells was approximately 1,000 barrels per day in 1992. The sales, which will reduce
proved crude oil reserves by about 3.2 million barrels, reflect the Company’s objective to dispose of small working
interest properties with associated high operating costs. The impact of these sales will be partially offset by increased
production from strategic property acquisitions, including the acquisition of an additional 15% interest in the
West Eagle Unit effective in July 1992 and the December 1992 acquisition of an 8% interest in Wood River/Bashaw.

Approximately 35% of gas production is affected by spot prices. Spot prices for natural gas in Alberta, which
have been depressed, began strengthening in the second half of 1992 due to increased take away capacity at the
Alberta border and the onset of seasonal winter weather. The Company expects stronger spot prices to continue
into 1993, which should begin to affect longer term contract prices in late 1993. Natural gas prices, however,
will continue to be influenced by seasonal changes in demand, supply, competition, pipeline capacity constraints
and North American weather patterns. With gas deliverability coming more into balance with demand both in
Canada and the United States, the longer term outlook is for continued price improvement.

Alberta and Southern Gas Co. Ltd., which markets gas primarily in California, has made a proposal to restructure
its gas supply contracts with Canadian producers. The proposed restructuring, which is to be effective August 1,
1994, results from changes ordered by U.S. regulatory bodies. Scurry-Rainbow is evaluating the terms of the
proposed restructuring, which affects about 17% of its gas sales, and expects this gas to be either decontracted
and sold into new markets or marketed into California under other arrangements.

The Company currently produces approximately six million cubic feet per day of gas from the North Coleman
area, in southern Alberta, which is processed by a third party under a contract that expires June 30, 1993. Economics
are currently marginal due to high processing fees and low sulphur prices. In an effort to improve the economics,
Scurry-Rainbow and its partners are evaluating a number of alternatives to reduce the processing fees. If economics
cannot be improved, the field may be temporarily shut in, necessitating a penalty payment to the plant owner.

Overall, the Company expects natural gas sales to increase modestly from 1992 levels as a result of higher
rates of take under existing contracts and a continuation of prices which allow short term sales to be attractive.
However, as a result of the significant growth in natural gas sales in recent years, the Company s surplus productive
capacity has narrowed and thus significant future growth in gas sales is dependent upon developing additional
proved reserves.

Operating expenses are anticipated to continue to decline modestly both in total and on a unit basis in 1993
as a result of sales of properties with relatively high operating costs along with achievement of further operational
efficiencies in key properties. Depletion, depreciation and amortization is expected to increase with the depletion
rate per equivalent barrel estimated to rise by approximately 3% in 1993.
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Based on 1992 production and sales volumes and existing tax and royalty legislation, the estimated annual
effect on the financial results of a change in each of the following factors is set out below:

Financial Sensitivities

Approximate Change

Cash Flow
from
Earnings  Operations

(dollars in millions)

Crudevoil prices (LS. $1-per bArrel) - . . i v s o vississsn « sasmoie w v swoinge o 5 wnsons o rinseze $1.3 $1.3
Natural gas prices (Cdn. $0.10 per thousand cubic feet) ......................... $1.2 $1.2
Cride; oil production (SN barrels Per Qay) i « s o & ymmirs & areps & & 29i0m 5 ¥ ages ¥ S $1.3 $1.8
Natural gas sales (5 million cubic feet perday) ............coviiiiiiinnnneenn. $0.6 $1.5
Average royalty rate (1% change) ........... ... $0.8 $0.8
Exchange rate (U.SL$OM0L) e« wmitus ¢ b o civmin « srstmsios & ssvsscacs 2 siozons s siaigte s sistass $0.4 $0.4

A $37 million development and exploration program is planned for 1993. Approximately 55% of the planned
expenditures will relate to development activities with an emphasis on oil projects. Major projects include infill
drilling and waterflood installation at South Pierson, development drilling in northeastern British Columbia and
South Wapiti, and installation of gas processing facilities at Attachie and Sikanni. Exploration expenditures are
expected to account for 45% of the program with the majority of the activity directed toward oil prospects in
southern Alberta. Gas exploration will be targeted to prospects in northeastern British Columbia where reserves
can be dedicated to a long term sales contract and to liquids rich gas prospects in west central Alberta.

A significant portion of the 1993 capital program is discretionary and can be modified to reflect changes
in the economic and operating environment.

Assuming stable product prices, Scurry-Rainbow’s ongoing strategies of asset rationalization, cost control
and operational efficiencies are expected to result in an improvement in 1993 financial results.
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SCURRY-RAINBOW OIL LIMITED
STATEMENT OF FINANCIAL POSITION

June 30, December 31,
1993 1992

(unaudited, except for
December 31, 1992;
dollars in thousands)

Assets
Current Assets
Cash anil short term: JePOSHE < « «onvme 5 wwoman » nwswwmin x svavem = v wwearn o swsms . s $ 304 $ 18
Advances 10'parent COMPANY - « + vuss v sais & § sress 5 sin & Searm 5 Sevms s 12,954 3,909
Accounts receivable
TETAE, .« iie1s o siminse o summepmiens samamere o serems o spgews 3 + sosunge 3 ssileh 4 § SRVAE © RIERE & 5% 11,190 10,645
(1011 171 oAU 8,100 1,070
IOVEOLOTIES « ¢ snmis 5 7 5iomn © Seueis 5 o40w s & sieaisn = soasis & ¥ SvAista & ShESeth & Shwiiedioe ¥ ois 503 716
33,051 16,358
Property, Plant and Equipment (full cost)............ ...t 360,297 367,761
OMNET ASSEIS o« srssis « 4 sists ¥ ity & Satemies o Haiiis & VNRVEIARS 4 GATEN & VisTake s ¥ sigeis 0 53 52
$393,401 $384,171

Liabilities and Shareholders’ Equity

Current Liabilities

Acoounts PAVADIE . s 5 oo o o sismn somuan 5 o s siasiein » eombin v savenin s nosmn s 3 $ 19,607 $ 9,030
THACHE DRTADIME: 5on o 5 niims & o 3 e o mwass s e & s » S s somw o o 2,562 6,482
Dividends payable .. : <. s cain s s5e 5 5 saes 3 v srsas s swe § s v e s 3,793 3,769
Current portion of deferred production revenue . ....................... 232 513
26,194 19,794

Deferred Production REVENUE .. .. .ot it ii i e — 215
Site RestOrAtion ACCTUAL « iiun © siimivs & sciives § sistens 5  ioatass o wiitsia & & wiiacs s o sissein s 4,138 3,754
DefeiTed. TAKES! . . coossionn » scrsens s S5l & G200 5 FRLEl & & S8 § SIoI 3 & $Fgese @ o atwnavs 3 122,175 121,816
152,507 145,579

Shareholders’ Equity
Capital stock

Common shares i5s0ed. 13,462,129 .cos o vern s i o 5 sileis & slean & o shrn 10,922 10,922
Contributed SUrplus . ... ... ettt 23,334 23,334
REtAHEd BATTHNES rvos 5 woimiomn s sruers 4 o vominie o vevsiese s siaianse & syosesy 1 wionssmis 5 voeidid 206,638 204,336

240,894 238,592
$393,401 $384,171



SCURRY-RAINBOW OIL LIMITED
STATEMENT OF EARNINGS

Six months ended
June 30,

1993

1992

(unaudited; dollars in "’
thousands, except per
share amounts)

REVEIUES . . ot ittt et e e e e e e e e e $39,201 $34,226
Expenses
OPOFAND 55 & oo = vonies § 540005 5 690504 § S0 § S HERS § SEUSE § SUWES PoEEs § SR 7,585 8,804
General and adminiStratiVe . . ... vttt e e e e e 2,604 2,399
Depletion, depreciation and amortization. .. ............coveeeruineeenn.... 18,569 16,020
D71 =) gy RO .. O O R 97 447
28,855 27,670
Earnings Before Taxes .. ..........uiiiiin i 10,346 6,556
Taxes
CUEFBAT .o & toniiods 3 6oiinss 5 5t § Bibied s O 4 SA00E § DIENG § Aduns i Eaes 5 aG0s 4,319 2,432
Deferred . ..o e e 359 626
4,678 3,058
BUIHIRY: conu s vwers 5 cumes 5 PO 5 caois § SLIes & 0w @ SUDs § CUREeE SEE § suues $ 5,668 $ 3,498
Earnings Per Share ... .........uuuruureret ettt $ 042 $ 0.26
Dividends Per Share .. ...ttt e e $ 0.25 $ 0.25
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SCURRY-RAINBOW OIL LIMITED
STATEMENT OF CASH FLOWS

Six months
ended June 30,

1993 1992

(unaudited;
dollars in thousands)

Operating Activities

BATBES, .- & S50  Gmid § © et § 5000 5 8 SS90 3 Wars 8 § 595 § Same s ¥ oot @ o $§ 5,668 $ 3,498
Charges (credits) not affecting cash flow from operations
Depletion, depreciation and amortization. . ........... ..., 18,569 16,020
DEfErred LAXES . v v oo v et e e e e e e e 359 626
ANBE ..o o fioies 5 5 S00E 5 & G5 § FITSNS 5 & SAIDE & DTS 5 5 EUE § SRS B Gesee s s — (5)
Cash Flow From Operations ... ............couieiiuneineemneeenneennens 24,596 20,139
Changes in noncash working capital .............ccooiviiiiiiiiiii. (2,133) 2,631
Defeired production TEVENUE i« s vun s s sews s commas o sisas « & vwswia o v s o s (496) (494)

21,967 22,276

Investing Activities

Exploration and development expenditures . .............. .o (17,719) (12,010)
Acquisitions of proved properties .............. .. (16,233) (2,559)
Proceeds FIom sale OF ASSOtE . oo i v 3 sumvin = voieie s sdiekos § smeiass ¥ waiwinie o simis 23,282 4,895
Changes in noncash working capital ............ ... .ol 1,435 3,179
EIDET . < o coovvs o vmamons s = wmtiose o o sovinge s szewsns 3 s susnsse = wihie 3 § BRGEE © VR 2 © SN 5 005 (52) (29)

(9,287) (6,524)

Financing Activities

Repayments to parent COMPANY . ... .ovvenneeuetenurranreaneenee e — (11,559)
Changes in noncash working capital .......... ... ..o 17 (827)
DHVALEINAS scusers ¢ smes = & svoviv a0 @ seiioars 0 svmions = ad ssion = siesenn v poaseneas o bosBil 3 % BESIE 3 18 (3,366) (3,366)
(3,349) (15,752)
TNCIEASE 10 ITASH . . coviciose o e 5 ¥ DA 5 59005 5 5 SRUH § § S0 & ST 3 S STE ¥ ST § 4 9,331 -
Cash at Beginning of Period ............cooviiiiiiiiiiiiiiiiiiie 3,927 —
Cash at End of Period . .. ..ot $ 13,258 $ —

Cash is defined as cash and short term deposits and advances to parent company.
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MANAGEMENT’S REPORT
March 16, 1993

To the Shareholders of Home Oil Company Limited

Management is responsible for the accompanying consolidated financial statements and for the accuracy and
consistency of all information in this Annual Report. The financial statements have been prepared in accordance
with Canadian generally accepted accounting principles and include certain amounts that reflect management’s
judgement and best estimates. Financial information contained throughout this Annual Report is consistent with
the financial statements.

Management has established systems of internal control that provide reasonable assurance that assets are
safeguarded from loss or unauthorized use and produce reliable accounting records for the preparation of financial
information. The internal control system is augmented by an internal audit function and an established code of
business conduct.

The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial
reporting and internal control. The Audit Committee of the Board has specific responsibility for this area and
is comprised of three directors, the majority of whom are not officers or employees of the Company or any of
its affiliates. The Committee meets with management, internal auditors and independent auditors to review the
internal controls, financial statements and auditors’ reports. The Committee reports its findings to the Board for
its consideration in approving the financial statements and other information for issuance to the shareholders.

Price Waterhouse, appointed by the shareholders as the Company’s independent auditors, have examined
the consolidated financial statements and their report is contained herein.

(Signed) David E. Powell (Signed) Allen R. Hagerman
President & Chief Executive Officer Vice President & Chief Financial Officer

AUDITORS’ REPORT
February 9, 1993

To the Shareholders of Home Qil Company Limited

We have audited the consolidated statement of financial position of Home Oil Company Limited as at
December 31, 1992 and 1991 and the consolidated statements of earnings, retained earnings and cash flows for
each of the years in the three year period ended December 31, 1992. These financial statements are the responsibility
of the Company’s management. Qur responsibility is to express an opinion on these financial statements based
on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 1992 and 1991 and the results of its operations and cash flows for
each of the years in the three year period ended December 31, 1992 in accordance with generally accepted accounting

principles.

(Signed) Price Waterhouse
Chartered Accountants
Calgary, Alberta, Canada



HOME OIL COMPANY LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
{(dollars in millions)

December 31,
1992 1991
Assets
Current Assets
Accounts receivable
FTAES: vvovits o sanans o ¢ sorass 5 vhssses o seiisle § sadels & & al¥ims & ssmasice. b saieris o W sontate a0 o $ 51.1 $ 573
OHBT s oo 5 5 cimviie ¥ & i & & Sais & Siiara 5 & SRTEN & & §eiens & o Sinets ¥ TR 4 6 WRTES ¥ ¥ 0 3.9 25.9
TRV EOIOTIES ... . (5o 5 vsan &2 s ¥ Saes 5§ Fhies 5 2 I & 5 Sesol & HeeG 3 & e S 5 ¢ 8.3 9.2
63.3 92.4
Investment in Federated Pipe Lines Ltd. ..............coiiiiiiiiiainn... 133 13.8
Property, Plant:and Equipment (INDIE 3F v « cuve s 0 oncvs & 5 sominia 5 wowsin o smwsms s o 0 1,304.7 1,375.7
OheE ASSOIS &5 ¢ i Samitis £ 3 wems & 5aeloh ¢ SRS & S 8 GaE 3 Lies § sems o & : 9.2 10.5

$1,390.5 $1,492.4

Liabilities and Shareholders’ Equity

Current Liabilities

Bl iRIEIBIRRE o « » v s waidas v wim s & PEE s & Faes & e & i & e 5 £ L7 $ 27
Accounts payable and accrued liabilities . . .................. ... ool 48.4 57.9
Interest payable . ..........cooiiuiirrarncaneeaiiiiiiiaiiieaiirirosaes 77 11.6
TAXESIPAVADIE cusasesa & iovensic o Hotsin 0 6 oLoEsee v sumtate tn o mimzaiie 5 5 vz . mumsAEeRALS, bissues i o 11.8 —
Current portion of long term debt (Note 4) .......ccoiivviniiiiiiininaas. — 0.6
Current portion of deferred production revenue (Note 5) ................... 5.0 52
74.6 78.0
Long Term Debt (NOte 4) ... ...ttt 426.5 527.7
Deferred! Credits (INOtEES) ions s oms w v = susirsn & e & ssdee & SaEFee 5 @b » 22.4 26.9
Defeited TARKES 5 5 cmims o ¢ sieip 3 & amis & 59005 ¢ weEEs 5 Faesis & G § SagPs § e § . 438.6 438.6
NABOEIEY THUEIESE . . oo 5 5 aois § 5 Sen & 50500 & 50006 § D580 & S99 7 SOEER | SVERE € 4 28.5 28.2
990.6 1,099.4

Shareholders’ Equity
Capital stock (Note 6)

Commmon:shates issued 39044414 .uas o vuwin 5 cans & samms 5 5 paiss § o s . 100.0 100.0
CORErTHE0 BOTPIIR < o coves 5 5 560 & 7 S0 TRASILE 3§ VEiS0 4 & SEWE © & DTN £ vIee k& 4 153.6 153.6
Retained Sarnings. .....'v vooirs =« s 5 0 orins = somimins @ 807008 ¥ 5 dnieis § £0ERE § Bahe s 146.3 139.4

399.9 393.0

$1,390.5 $1,492.4

Approved by the Board:

(Signed) D. E. Powell, Director

(Signed) W. A. Dimma, Director



HOME OIL COMPANY LIMITED

CONSOLIDATED STATEMENT OF EARNINGS
(dollars in millions, except per share amounts)

Year ended December 31,

1992 1991 1990
Revenues
Operating; DEt OF FOVAIGE . c.oos s vems ¢ vwun e v wobn v wwmss o« wars = 2 $273.3 $266.2 $325.8
Investment and other income (Note 7). ......c.oriiiiiiiinnnonnns 7.9 6.9 7.8
281.2 273.1 333.6
Expenses
OPETREIOR! .5 i sivoin & fasins ¥ SR & 0000 & ¥ 08550 4 SGRH R § Vaun & gmies < 8 s 68.2 71.4 71.1
General and administrative .. .. .......ooiinne i 16.6 20.3 19.6
Restructuring and downsizing .. ....... ..ot 2.8 11.2 2.0
Depletion, depreciation and amortization (Note 3) ................... 127.1 113.9 105.4
Interest (Notes; 8 and 1Y iz o sian s o uwm s 3 pomws o ¢ s & oo s o s @ gos 44.8 54.1 43.4
MINOTItY ANLETESE. oo o ¢ fiie 5 54505 & 5 ali & £ s & & vomile v Faidie & & saes & & &0 1l 1.1 20
260.6 272.0 244.2
Barnings Before: TaXes: . « cown + cammn x wonin  smsemin # wasmey v sowees ¥ mepes s = am 20.6 1.1 89.4
Taxes (Note 9)
CUFIBIL 5 .55 ¢ 2o s 5 299 § 56008 5 5 SRR 5 5 S1o0ls £ SeTERs & 3 0IRTS & SKaisne = & o 13.7 0.2) 12.1
DETEITRU! ..coonvris o sdmsnmnnn. o wsssniin e Shndba i sneid § 5505 ¥ SRHReE § 7 S0eE § HRG 3 3 49 — 1.7 10.9
13.7 1.5 23.0
BRI 5 o o jpsiien & sammans. omo b oo S w5 abene & s 4 o s $ 6.9 $ (0.4) $ 66.4
Earnings (Loss) per common Share (Note 6) ......................... $0.17 $(0.01) $ 1.68
CONSOLIDATED STATEMENT OF RETAINED EARNINGS
(dollars in millions)
Year ended December 31,
1992 1991 1990
Retained Earnings at Beginning of Year ............................. $139.4 $142.7 $ 879
Earrips CLIOBEY = < oo 5 srsomiivic evrn s 9 e v st & o asimee: s SRS 1 S 5 0as 6.9 (0.4) 66.4
146.3 142.3 154.3
Dividends
COMMOL SHATES! ..o = + wosons » wonindh 5 7 Siis & S50 § GG § O05E 4 ¥ S ¥ 7 5 - 2.5 10.0
Preferred shares .. ...ttt it — 0.4 1.6
— 2.9 11.6
Retained Earnimngs at Eod of Vel .« « suwos o o conon v w5 v wvamco x asacesns o ais $146.3 $139.4 $142.7




Operating Activities

Earnings (loss) ......

HOME OIL COMPANY LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
(dollars in millions)

Year ended December 31,
1992 1991 1990

........................................ $ 69 $ (0.4 $66.4

Charges (credits) not affecting cash flow from operations

Depletion, depreciation and amortization . ...................... 127.1 113.9 105.4
Deferred taXes . ... ov it — 17 10.9

Amortization of exchange on U.S. debt........................ 5.3 (0.2) —
GREE © irin 5 5 iers § Frmsly § onies & e 5 5 B« & o & sessso s ime o (1.3) 1.0 (0.2)
Cash. FIow Trofit Operationgc« ¢ oo 3 soes § 5 vees £ COusk ¢ 86mms s 4 138.0 116.0 182.5
Changes in noncash working capital ............................ (1.6) 14.7 4.7
Deferred production revenue ...................ooiiiiiiiiiia (6.7) (5.6) (5.6)
129.7 125.1 181.6

Investing Activities
Capital expenditures

........................................ (85.6) (135.3) (196.7)

Proceeds from sale of assets (Note 10) ............ .. ... oo, 42.6 34.1 30.0
Changes in noncash working capital ............................ 29.2 (27.8) (49.1)
OMHEL. . . v o5 50005 5 D005 & S0TE 5 8 Sora 5 5 000al & Gr s v EN00E 5 § W 0.2 1.2 5.9

Financing Activities

(13.6)  (127.8)  (209.9)

Advances from (repayments to) Interhome Energy Inc.............. — (60.7) 43.8
Proceeds from (repayment of) long term debt (Note 2) ............. (112.1) 291.0 (3.1)
Rediiction of:capitali@OI€:2) o..ecoue & suzes & #8055 % 7 508 3 B6005 5 0 § — (221.4) —
DAVIAENAS © .+« o v e vvee e e e e e e e e — (2.9) (11.6)
Changes in noncash working capital ....................... .. ... (1.0) 2.5 —
OHBE 7 3 iotis 5 Sajeni & SUEviE & S S ARSI B Ul o & FRGITs o Sascst & wyas & (3.0) (5.8) (0.8)
(116.1) 2.7 28.3
Increase in Cash . ... ..ot e $ — $ — $ —




HOME OIL COMPANY LIMITED

NOTES TO THE 1992 CONSOLIDATED FINANCIAL STATEMENTS
(tabular amounts expressed in millions of dollars)

Summary of Significant Accounting Policies

The consolidated financial statements of Home Oil Company Limited are prepared in accordance with Canadian
generally accepted accounting principles and conform in all material respects with the historical cost accounting
standards of the International Accounting Standards Committee.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and all its subsidiaries. All
subsidiaries are wholly owned except for Scurry-Rainbow Oil Limited of which 88.1% is owned. The
Company’s 50% interest in Federated Pipe Lines Ltd. (“Federated™), which the Company operates, is accounted
for using the equity method.

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

Foreign Currency Translation

Monetary assets and liabilities are translated at the rate of exchange in effect at the date of the Statement
of Financial Position. Translation gains and losses relating to long term monetary assets and liabilities are
deferred and amortized to earnings over their remaining term.

Cash

Cash, for the purposes of the Statement of Cash Flows, is defined as cash and short term deposits, which
are highly marketable securities with an original maturity of three months or less. Operating cash requirements
or surpluses increase or decrease a committed revolving long term bank facility and accordingly are shown
on the Statement of Cash Flows under Financing Activities as “Proceeds from (repayment of) long term debt”.

Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is determined using the specific
item cost method or the average cost method of inventory valuation.

Property, Plant and Equipment

The full cost method of accounting is followed for oil and gas operations, whereby all exploration and develop-
ment costs are capitalized. Capitalized costs include land acquisition costs, geological and geophysical costs,
lease rentals and related charges applicable to nonproducing properties, costs of drilling both productive
and nonproductive wells and administrative costs related to exploration and development activities. The net
book value of such costs, net of related deferred income taxes and the site restoration accrual, is limited
by a “ceiling test” amount. This amount is the sum of future net revenues from proved reserves at current
prices and costs, plus the lower of cost and estimated fair market value of unproved properties, less estimated
future financing, administrative and tax expenses.

Oil and gas costs are depleted using the unit of production method based upon estimated proved reserves,
before royalties, as determined by Company engineers. Natural gas reserves and sales are converted to
equivalent units of crude oil based on six thousand cubic feet of natural gas to one barrel of crude oil. Future
obligations for site restoration costs, including dismantling and abandoning properties, are accrued using
the unit of production method. The annual provision is expensed as depletion.

Depreciation of buildings, plant, pipeline and equipment, other than oil and gas production equipment, is
provided on the straight line basis over the estimated service life of each asset. Oil and gas production equipment
is depreciated using the unit of production method.



When property, plant and equipment are retired or otherwise disposed of, the net proceeds are credited to
the carrying value except for certain major disposals for which the gain or loss is included in earnings.

Deferred Taxes

Income taxes are accounted for using the tax allocation basis of accounting. Under this method, deferred
income taxes are recorded with respect to differences between depletion, depreciation and other items recorded
in the accounts and those claimed for income tax purposes.

Comparative Amounts

Certain comparative amounts have been reclassified to conform with the current year’s financial statement
presentation.

Corporate Restructuring

Pursuant to a Plan of Arrangement effective May 1, 1991, Home Oil Company Limited was separated from
its parent company, Interhome Energy Inc. (“Interhome™), and became a stand alone publicly traded company.
The result of the Arrangement was to transfer Interhome’s interest in Home Oil directly to Interhome shareholders.

Under the terms of the Arrangement, Home Oil repaid all advances from Interhome and assumed the obligations
with respect to the payment of principal and interest on certain indebtedness of Interhome totalling
$221.4 million. The assumption of long term debt resulted in a corresponding decrease in shareholders’ equity.

Property, Plant and Equipment

December 31, 1992
* Accumulated

Depletion,
Depreciation
Cost and Amortization Net
Petroleum and natural gas properties and
equipment (full cost) ........ccoiviiiiiiniiinneens $2,292.6 $1,013.6 $1,279.0
Other
MININg PIOPEIHIES :ovs i ¢ poven s 5 s 5 ¥ wates ¢ wnaies v 73 5.3 2.0
Pipeline carrier property . .........ooveeeieaaainns 13.6 8.3 5.3
LPG plant and eqUIPDIEHE.. ... » wnvacs o x winsais non sainon g s 6.8 4.2 2.6
Land, buildings and other equipment ............... 40.0 24.2 15.8
67.7 42.0 25.7
$2,360.3 $1,055.6 $1,304.7

December 31, 1991

Accumulated
Depletion,
Depreciation
Cost and Amortization Net
Petroleum and natural gas properties and
eguipment (Pl ©O8E) v 5 sams 5« wwves & meonion « warmss v $2,255.0 $915.7 $1,339.3
Other
MHINE PIOPELHES: - -ciins « vams b & vsion v & visien ¥ Seis 5 ¢ 723 1.1 6.2
Pipeline carrier property . .. .......oooeveveneeeennns 252 16.2 9.0
LPQG plant and equipment. . ... « voows sonos s vssns s 8.3 4.4 3.9
Land, buildings and other equipment ............... 40.7 23.4 173
81.5 45.1 36.4
$2,336.5 $960.8 $1,375.7



The oil and gas depletion, depreciation and amortization rate per equivalent barrel of oil, where six thousand
cubic feet of natural gas equals one barrel of oil, for the year ended December 31, 1992, amounted to

$5.10 per barrel (1991 — $4.94; 1990 — $4.60).

During the year administrative costs related to exploration and development activities of $7.0 million
(1991 — $8.5 million) were capitalized.

At December 31, 1992, the Company had a surplus in its ceiling test based on year end wellhead prices
of $20.24 per barrel for crude oil (1991 — $19.25) and $1.68 per thousand cubic feet for natural gas
(1991 — $1.36).

The carrying value of petroleum and natural gas properties and equipment included an $11 million credit
relating to the proceeds received on a partial disposition of an interest in an oil sands lease. During 1992,
depletion, depreciation and amortization expense has been reduced and the carrying value of petroleum and
natural gas properties increased by this amount. The Company currently has no plans to develop the remainder
of this property.

The carrying value of the Company’s undeveloped coal mining properties was reduced from $6.2 million
to $2.0 million during the year through a charge to depletion, depreciation and amortization expense. Other
assets were also reduced by $4.6 million in 1992 through a charge to depletion, depreciation and amortization
expense. These adjustments reflect the Company’s estimate of the decline in value of these assets.

Long Term Debt

December 31,
Maturity 1992 1991

Oil Indexed Debenture, unsecured . ... ........ouneeiinnnnoan. 2000 $200.0 $200.0

9.875% Sinking Fund Debentures, unsecured.................... 1998 25.2 33.6

11.0% Debentuies; unsecOred . oo v ven ¢ soen v soen s s s o e 1995 125.0 125.0
Revolving Bank Credit Facility, unsecured . ..................... 1994

Canadian  AOMATS ... » ~oiii 5 dmume & seoieh § & S8R0 § 8 8560 ¥ VomE ¥ 8 00 — 54.1

U.S. dollars (U.S. $60.0; 1991 — $100.0) . ................... 76.3 115.6

426.5 528.3

Carrent Portion of Long Term Debt : «cv v i panns 5 wvon o 5 sworwe s oo — (0.6)

Loing Teari DBt i coun o vomes & wnion « o505 & omei & 9855 % 5 o0 § Foms $426.5 $527.7

The Oil Indexed Debenture bears interest at a fixed rate of 5.0% per annum plus a variable rate of up to
16.8% per annum based upon the average price of crude oil. In 1992, the interest rate averaged 6.9% (1991 —
14.3%) and was 7.2% at the end of 1992 (1991 — 16.5%) (Note 10).

In March 1992, the Company completed an interest rate swap relating to the Oil Indexed Debenture which
effectively fixes the interest rate at 8.263 % beginning February 1, 1993 through to its maturity in October 2000.

The Company has a committed revolving bank credit facility in the amount of Canadian $195 million which
expires in June 1994. This facility is available in any combination of Canadian or U.S. dollar amounts and
may be drawn down on a revolving basis. Interest rates on the Canadian and U.S. dollar portions of the
facility averaged 7.7% and 4.9%, respectively, during 1992 (1991 — 9.3% and 6.4%); the interest rate
on the outstanding U.S. debt at the end of 1992 was 4.0%. At December 31, 1992, the unutilized portion
of this facility amounted to approximately $119 million.

The amounts of long term debt maturities and sinking fund requirements for the years ending December 31,
1993 through 1997 are $0.0 million, $76.3 million, $126.8 million, $3.0 million and $3.0 million, respectively.



Deferred Credits

December 31,

1992 1991

Deferred production TEVENUE . . . .. ...vuuvtinnue ittt $ 6.6 $13.4
Less: CRITONE POTHOM . .x o « covce v smmie o v scmominie w socnon o0 miaieih & BAEEH § 5 £ 3 8 S0 (5.0) (5.2)
1.6 8.2

Site restoration ACCTUAL: : 5 ¢ varin & & swsiai « w5 B & v S%mns & & avars o Kadaia v v sincass 14.0 12.4
PenSion: BCCTIUAL ... « v oo o v sinionn o o eoeies § ¥ 8570 & Fisield 3 5 GBS0 1 8 Flaiete & SeTae b sesee 6.8 6.3
$22.4 $26.9

Amounts paid to the Company for gas volumes not yet taken under take or pay contracts are recorded as
deferred production revenue. These amounts will be recorded as revenue when the gas to which the payments
relate is delivered to the purchaser. Deliveries or repayments are being made over a period ending in 1994.

The Company’s estimate of future removal and site restoration costs is $50 million, of which $14.0 million
has been accrued to the end of 1992 (1991 — $12.4 million). During 1992, $2.9 million was included in
depletion, depreciation and amortization expense (1991 — $0.5 million). Site restoration expenditures of
$1.3 million were incurred in 1992 (1991 — $0.5 million) and were charged against the accrual.

Capital Stock

The authorized capital stock of the Company consists of an unlimited number of common and preferred
shares. At December 31, 1992 and 1991, 39,644,414 common shares were issued and outstanding.

Earnings per share have been computed using the average number of shares outstanding of 39.6 million
shares. There would have been no material dilution of earnings per share if outstanding stock options had
been exercised during the year.

Certain employees of the Company have been granted options to purchase unissued common shares of the
Company.

Year ended
December 31,
1992 1991
Shares under option at beginning of year ............ ... ... .o ol 227,000 —
[0 iTu BT e 11111 (RIS — e F RS TEE 235,500 227,000
Shares under option atend of year .......... ...l 462,500 227,000
Expiry Date
Option Number
Price per of
Share Shares
September 15, 2000 . . ..com o o v o vsimimin » sesinas 0m susise 8 o wivsnie 3 sokizr & 1 G556ls 5 3 $14.625 227,000
M T QD02 . o coniis 5 wvsen = v i & waibiass # wtosiana s wirishs 8 9 Savan = % 4RW % BT $16.125 91,500
BURHstT, 200 com s s s £ 0aeE T UEBFS & Gau i 2 Y & N 5 s $15.500 144,000
462,500

At December 31, 1992, 187,500 common shares were reserved for the granting of additional options.



10.

Investment and Other Income
Year ended December 31,

1992 1991 1990
Equity earnings of Federated Pipe Lines Ltd. . .................... $4.3 $4.3 $4.2
Interest and dividends: s s « semn 4 5 sams ¢ s & wigem 5 9550 & aeems s 0.7 1.1 1.7
OMRET, ., e o wimot o asmcwane n mimense o4 SEEGE & S050 ¥ WA 3 YELH = 3 Sopis sam 29 1.3 1.9
$7.9 $6.9 $7.8

Interest Expense
Year ended December 31,

1992 1991 1990
Long termdebt .. ...t $44.3 $51.8 $32.8
Short- termIDOTTOWINES s « + wxvmess & wmson © sussoross v-ssvneim & breseace o et s s oix 0.5 2.3 10.6
$44.8 $54.1 $43.4

Taxes

The tax provision differs from the amounts computed by applying the combined Canadian federal and provincial
income tax rates to earnings before taxes. The differences result from the items shown in the following table:

Year ended December 31,

1992 1991 1990
Earnings before taXes . . . ... vvvvrin i $20.6 $ 1.1 $89.4
Canadian Statitory €ax Tate waon 5 omme 5 smpess o § s o0 st s _44.5% 44.2% 43.8%
Taxes A SEAbNOOL TAE <5 5 vens & 0amsn ¢ van 5 R4GIE 1 90n 55 wep b & $ 9.2 $ 05 $39.2
Increase (decrease) resulting from:
Nondeductible resource royalties . . ..., 22.0 19.3 23.2
Federal resourcerallOWANCE: . « o wuw 5 o & sremion « s & et & o (20.0) (16.9) (25.9)
Alberta: Royalty TaxiCredit .o o cooes v s o posevic o ssipwn & sosimsn v 5 (1.2) (1.8) (1.7)
CHPIGIXER 2 2 '« sy 5 2 b Widon 2 5% VARS § ¥ Sosi § SAlai§ Sy o 1 2.8 2.7 2.3
Equity earnings ... .....ooouuniitii it i (1.9) 2.1 (2.0)
Utilization of loss carry forward .. .......... ... ... .......... — - (8.5)
6] (5] cpmeimpa, o e SRRSO I S .8 (0.2) (3.6)
TAKEY v ¢ o nems 5 vanies 3 (000§ DWRS S SO 5 SR § SR 3 D ¥ g $.13.7 $ 1.5 $23.0
EHECOVE TR TAIE! 5 & qmns 5 s snvst & Smmwi § Wi s Sae i § 3590800 7 asass & § ¢ 66.5% 136.4% 25.7%

Deferred taxes result from timing differences in the recognition of items for tax and financial statement purposes.
These differences have arisen principally as a result of claiming capital cost allowance and exploration and
development costs for tax purposes in excess of depreciation and depletion in the accounts.

Related Party Transactions

Prior to the effective date of the Arrangement as described in Note 2, the Company borrowed various amounts
from Interhome. These short term loans carried interest at ! ,% above Interhome’s cost of funds from
commercial paper and bankers’ acceptances. Interest of $2.1 million was charged in 1991 (1990 —
$10.0 million) on these short term loans. In addition, Interhome provided certain management and administrative
services to the Company and in return Interhome was provided with facilities and administrative services.
The net cost to the Company amounted to $4.5 million in 1991 (1990 — $5.7 million). As part of the
Arrangement, certain assets and liabilities were exchanged between Home Oil and Interhome. The liabilities
assumed included $125 million of 11% debentures.
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In June 1992, the Company sold the Cremona pipeline system to Federated Pipe Lines Ltd. for $6.5 million,
resulting in a pretax gain of $1.7 million.

The Company’s Oil Indexed Debenture is held by a wholly owned subsidiary of Gulf Canada Resources
Limited (“Gulf”), which owns approximately 22.8% of the Company’s outstanding common shares. The
Company’s exploration and production activities are conducted jointly with others, including Gulf, under
competitive market terms and in the normal course of business. During 1992, the Company transferred
petroleum and natural gas properties to Gulf valued at $11.3 million in exchange for interests in other petroleum
and natural gas properties, valued at $5.4 million, and cash proceeds of $5.9 million.

Subsequent Event

The Company has entered into various agreements to sell, effective January 1, 1993, certain petroleum and
natural gas properties for $23.8 million, all of which will be credited to property, plant and equipment.

Pension Plan

The Company has noncontributory defined benefit pension plans which cover substantially all employees.
The plans are funded by the Company based on independent actuarial valuations. Plan assets are invested
primarily in publicly traded equity and fixed income securities. Retirement benefits are based on the employees’
years of service and salaries during the last years of employment. The cost of pensions is based on the projected
benefits and is charged to earnings as services are rendered. The cost reflects management’s best estimates
of the rate of return on pension plan assets, rate of salary increases and various other factors including mortality
rates, terminations and retirement ages. Adjustments arising from plan amendments, experience gains and
losses, and changes to assumptions are amortized over the expected average remaining service lives of the
employees of approximately 13 years.

Based on an actuarial valuation dated January 1, 1992, the status of the plans was:

December 31,
1992 1991
Pension plan assets: at market Values . ..c. s cae o s o v svwiis 5 oo o mavase s 6 $78.6 $77.7
Projected bencfit oblIGaIONS. ; | sos & « sevs » sonms s imms 5 5 Goes 5 £ 4ees § s oy 80.6 76.0
Excess (deficiency) of pension plan assets over projected
benefit ObLEAtIONS . . . ... .ot (2.0) $ 1.7

The Company’s pension cost for the year ended December 31, 1992, was $2.1 million (1991 — $4.1 million;
1990 — $3.7 million).

The most significant economic assumptions made in the measurement of the pension costs and projected
benefit obligations of the pension plan were as follows:

Year ended December 31,

1992 1991 1990
DISCOMIE: LALES: wninns & & mioes w sumrsvots + whecsita 5,8 siwiie & Siihass & Sisssie & & Ris & o iued 8.5% 8.5% 8.5%
Averdge rate Of Salary ICIEASES < « voovn o s o 7 5 s ¢ 5is s & omaoess 3 5 +7e06 6.5% 6.5% 6.5%
Average rate of return on pension plan assets ........................ 8.5% 8.5% 8.5%

Postretirement Benefits Other Than Pensions

The Company provides group health care and life insurance benefits to retirees, their spouses and qualified
dependants. The cost of providing these benefits, which is charged against earnings and funded in the year
incurred, amounted to $0.2 million (1991 — $0.1 million; 1990 — $0.1 million).
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MANAGEMENT’S DISCUSSION AND ANALYSIS
March 16, 1993

Results of Operations provides an analysis of operating results in aggregate as well as on an individual line
basis. Liquidity and Capital Resources discusses the sources which provide the capital available to finance ongoing
activities. Business Risks and Prospects presents management’s outlook for the future and the impact industry
and business environment changes will have on future results of operations.

The following discussion of the results of operations and financial condition for the three years ended
December 31, 1992 should be read in conjunction with the Consolidated Financial Statements. On May 1, 1991,
pursuant to a Plan of Arrangement, Home Oil was separated from Interhome Energy Inc. and became a stand
alone, publicly traded company. The effect of this corporate restructuring was to transfer Interhome’s interest
in Home Oil directly to Interhome’s shareholders.

RESULTS OF OPERATIONS

In 1992 Home Oil earned $6.9 million, $0.17 per share, compared with a loss during 1991 of $0.4 million,
$(0.01) per share, and 1990 earnings of $66.4 million, $1.68 per share. Cash flow from operations amounted
to $138 million compared with $116 million in 1991 and $183 million in 1990. Significant improvements in both
earnings and cash flow, compared with 1991, were achieved principally as a result of higher gas sales and reduced
expenses. All categories of expense were reduced with the exception of depletion, depreciation and amortization,
which increased largely as a result of higher production volumes. In addition, 1992 earnings reflected a gain
on the sale of the Cremona pipeline system. Higher earnings and cash flow from operations in 1990 resulted
from substantially higher product prices and tax recoveries on the realization of certain capital losses.

Operating Revenue

1992 1991 1990

(dollars in millions)
CEUICTOIL -« ivoniess o) smerens roter suemas o) s sgemmss ih oResten.sote] haoise o sl o) e ieode e salage i bagieinl=) $141 $151 $195
IISEOTAL BUE: ssowas 3 wnims 5 & 5 § & FEG @ ww & o FENn 2 Wthn % ¢ R 3 KA ¥ SeE = 8 92 72 79
Nara] e NYIIAR cnn = 2 cau & v ooms @ o § ¥ G0 G000 5 4 FeEts vk s & poen o 30 25 31
SUIPRDT ...c.c v womiscnca = womimin = o monbkass & sovwnsnen by mesid & omeiiih 3 SEC0S 3 6 U0 § o000 3 8 B 5 ¢ 1 - 5
Pipehine an ORET: . cuim s wmtam « 5 oo s o 5 swmon 6 s s 5 st s 3 § i § & 9 14 16

$273 $266 $326

Operating revenue of $273 million improved from $266 million in 1991 but declined from $326 million in
1990. The significantly higher revenue in 1990 resulted from higher product prices, in particular world oil prices
which rose as a result of the Persian Gulf conflict. In 1992 crude oil revenue declined by 7% from 1991 primarily
due to lower production as a result of property dispositions made throughout the year. Natural gas and natural
gas liquids revenues both improved as a result of increased sales volumes. Sulphur revenues declined significantly
as excess supply has led to a collapse of world prices. Sulphur prices, which averaged over $50 per long ton
in 1990 and 1991, declined to less than $15 per long ton in 1992 and are expected to remain depressed for the
near future. Pipeline and other revenue declined in 1992 principally due to the sale of the Cremona pipeline system
to Federated Pipe Lines Ltd. on June 30, 1992, which reduced revenue by approximately $3 million. Lower
throughput on the Manyberries pipeline and reduced marketing fee income, as a result of lower sulphur prices,
also contributed to the decline.

Crude Oil
1992 1991 1990
Revenue after royalty (dollars in millions) ............... ..o, $ 141 $ 151 $ 195
Voliiie (barrels per day)  « o cous i v x5 some o wamsess o s s o s o o » 22,839 23,763 25,019
Price AP8r BUTEELY 5 & ¢ comi o 5 1605 & S0 § § B & wievine = ¢ souih « & ararans @ osatais o $20.80 $20.58 $25.57
ROVARY T38€ . - - conc - = siisii i § 5505 2 591065 & 4/ § ABES » Fawie 5 & ousbis = vased 3 18.9% 17.0% 16.5%
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Average crude oil production volumes declined by 4% and 5% during each of the last two years largely
due to the impact of the disposition of nonstrategic properties. Property disposition activities during the past two
years resulted in a net decline in production volumes of about 2,000 barrels per day. Natural production declines
in mature fields were offset by increased production resulting from exploration and development programs.

Reported production during the fourth quarter of 1992 of 23,061 barrels per day was affected by the closing
of a major property swap and acquisition which increased the Company’s interest in the West Eagle unit by 15%.
The transaction, which had an effective date of July 1, 1992, added 500 barrels per day to the Company’s production
base but affected fourth quarter reported production by 1,000 barrels per day.

Home Qil’s average price per barrel for 1992 improved slightly over 1991 reflecting changes in world oil
prices and Canadian/United States exchange rates. Although the average price of West Texas Intermediate crude
oil declined by 4% in 1992, to U.S. $20.57, this was more than offset by the positive impact of a weaker Canadian
dollar which averaged U.S. $0.83 compared with U.S. $0.87 in 1991. The 19% decline in the price from 1990
levels principally relates to lower world oil prices.

The increase in the average royalty rate to 18.9% results from the expiry of the royalty free period on Cecil/Royce
production and reduced royalty incentives on enhanced recovery production.

Natural Gas
1992 1991 1990
Revenue after royalty (dollars in millions) .......................... . ... $ 92 $ 72 $ 79
Volume (millions of cubic feet per day) ......... ... oo, 214 173 160
Price: Tper thousind eobigifeet) . « i « o s o oo o swman 5 s v 2 sawn & o o $1.38 $1.37 $1.62
ROVRMVDRE oomms 2 sirns § £ sos 98 S0 & s & SOT00 B SE0UR & 5 SsOlBl § HBNIPE § B8 14.9% 17.4% 16.2%

Natural gas sales reached a new Company record of 214 million cubic feet per day, an increase of 24 % and
34% over 1991 and 1990 levels, respectively. Full year production from Ring/Border, as well as increases in
production from most other fields, supplied new long term sales contracts and higher rates of take under existing
contracts. Increased production from Leismer to offset competitive drainage, and new production from Hamburg
was sold primarily in the short term market to take advantage of higher prices prevailing during the latter part
of the year.

Firming gas prices in the fourth quarter caused the 1992 average natural gas price to rise one cent per thousand
cubic feet over the 1991 price. The average sales price for the fourth quarter was $1.64 per thousand cubic feet
compared to $1.28 for the first nine months of 1992 and $1.33 per thousand cubic feet for the fourth quarter of 1991.

The average royalty rate for the year dropped to 14.9% as a result of royalty free production from the
Ring/Border field and adjustments arising from prior years. Royalty rates in 1993 are expected to return to previous
levels due to the expiration of the Ring/Border royalty free period.

Natural Gas Liquids

1992 1991 1990
Revenue after royalty (dollars in millions) . .......................... $ 30 $ 25 $ 31
Volume:(barrels:peridaY). s + wonin v o ctitas o waviase v siwvass § s e ¢ sasives & & 8.034 6,588 6,532
PEICE (Per BatTel) s smwu = o vivms v smmn 5 5 o505 & 5o 3 § SEE0 § ¥ a0 & Sei@es & ; $12.25 $12.80 $15.66
ROV TRYE ey & oot 3 5 0000 5 § SO0 § £ IS0 T URT § 2 DU 5 D ST 5 veang 5§ 16.7% 17.6% 17.6%

Sales of natural gas liquids rose approximately 22 % from the 1991 and 1990 level due to reduced reinjection
into the enhanced oil recovery project at Mitsue Gilwood and as a result of higher production at Swan Hills.
Generally, liquids prices have tracked changes in the price of crude oil, with the exception of ethane, where prices
declined from last year due to oversupply.

The effective royalty rate declined in 1992 as a result of adjustments arising from prior years.
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Investment and Other Income
1992 1991 1990
(dollars in millions)

Equity earnings of Federated Pipe Lines Ltd............ ..., $4 $4 $4
Interest and dividends .. ........cciiiiiiaiisiiiirriiaer e i 1 1 2
OLRCT: - cvusciess smminsse o oatlin o wimzessioloisihess & supsmsmio b casdins 3 o6 3 SR © SHEE § U088 U5 & 2 2

8 8T 88

Other income in 1992 includes a gain of $2.6 million on the sale of the Cremona pipeline system and associated
linefill.

Operating Expenses

1992 1991 1990

(dollars in millions)
L QB AR - cncos = v n s wscsnn o wowsmimst wmoeios + Schsssn - vimibus & sabibl & 3 S0 § 3 580 $ 66 $ 68 $ 67
Pipelitig At OfBBE ; oo s s anisie » cnmmims o wwms  simmssin o wsmin > womsaiass b ssscus & piasens 2 3 4
$ 68 $ N $ 7
Oil and gas operating costs pet BOE® .. ..o covnnicimiic vownn v sivni s sainies $3.44 $3.88 $3.86

*Where ten thousand cubic feet of gas is equated to one barrel of oil

0Oil and gas operating expenses declined slightly from 1991 and 1990 despite an increase in production volumes.
Unit operating costs declined by approximately 11% to $3.44 in 1992. The improvement resulted from the disposition
of high operating cost properties and the effects of cost reduction and optimization efforts in operated fields.

Pipeline operating costs are down as a result of the disposition of the Cremona pipeline system.

General and Administrative Expenses

General and administrative expenses of $17 million were reduced by almost $4 million in 1992 reflecting
savings resulting from downsizing and other cost reduction programs.

Restructuring and Downsizing Expenses

Home Oil implemented a downsizing program in September 1991 in response to lower activity levels both
within the Company and the oil and gas industry. The head office staff was reduced by 25% resulting in a charge
of $8 million. Selected field staff reductions and a further head office staff reduction of approximately 10% were
implemented in November 1992 at a cost of $3 million. In 1991 and 1990 the Company also incurred expenses
of $3 million and $2 million, respectively, on the Interhome corporate restructuring.

Depletion, Depreciation and Amortization Expenses

1992 1991 1990

(dollars in millions)
il And TAT: & 2 iomis 5 5 50 T ISTeR ¢ U § SR § S TSI stia s v SHRINGS o 6 ssaiie » e o $124 $107 $ 98
CHEEE: ..o s o cooiiine + o snennee § G565 & aies & salnis © L0 § isisss § Sapvs o 5 s = siora 3 i 7

$127 $114 $105

Oil and gas capital costs are depleted using the unit of production method based upon estimated proved reserves
with natural gas reserves converted to equivalent units of crude oil based on their relative energy content. Oil
and gas depletion, depreciation and amortization expenses rose by 16% in 1992 as a result of a 13% increase
in equivalent production and a 3% increase in oil and gas depletion rates. The per equivalent barrel depletion
rate was $5.10 compared with $4.94 in 1991 and $4.60 in 1990. The oil and gas depletion rate has increased
because of revisions to proved reserves and recent years’ additions cost exceeding the historical average.
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Interest Expense

Interest expense of $45 million in 1992 was $9 million lower than 1991 and was approximately the same
as 1990. The assumption of $221 million of debt in May 1991, pursuant to the corporate restructuring of Interhome,
accounted for higher 1991 costs. The decline in 1992 reflects the reduction of outstanding debt by $102 million
during the current year and a decline in the average interest rate on the $200 million Oil Indexed Debenture (“OID"),
partially offset by $5 million of foreign exchange losses on U.S. dollar denominated debt. The interest rate on
the OID varies with the West Texas Intermediate crude oil price and averaged 6.9% for 1992, 14.3% for 1991
and 14.5% in 1990. The interest rate for January 1993 was 7.2 % and beginning February 1, 1993, the Company
has arranged an interest rate swap which effectively fixes the interest rate on the OID at 8.263 % until its maturity
in October 2000. This transaction will permit Home Oil to benefit from future crude oil price increases which
would otherwise be largely offset by higher interest rates under the OID.

Taxes
1992 191 1990
(dollars in millions)
CULTEIE o = ¢ s & 035iis o 5 SR § § GENNE § DATEs s § KIRAm & & FMets W 4 Cstam o Afasciaii s Wass & s $14 $— $12
DEFEtted . . . .onis ¢ nanas sient s & Dosh T 0 e & W 5 3 Weise § § SeNE & SR S S 8 - g 11
$14 $2 $23

The effective tax rate on 1992 earnings before taxes was 67% compared with 136% in 1991 and 26% in
1990. The effective rates were higher in 1992 and 1991 as capital taxes levied by provincial and federal governments
do not vary with declining income levels, and nondeductible provincial resource royalties exceeded the resource
allowance as a result of lower prices and higher average oil royalty rates. The effective rate in 1990 was unusually
low due to income tax recoveries of $9 million from the utilization of capital losses. No taxes were deferred
in 1992 due to a relatively modest capital program. Taxes were deferred in 1991 and 1990 as current tax deductions
for capital expenditures exceeded depletion and depreciation expenses.

LIQUIDITY AND CAPITAL RESOURCES

Operating Activities

Cash flow from operations totalled $138 million compared with $116 million in 1991 and $183 million in
1990. The 19% increase in 1992 over 1991 is due to increased revenues and lower interest, operating, administrative
and downsizing expenses, partially offset by higher current taxes. Cash flow from operations in 1990 benefited
from the higher oil prices that prevailed during the Persian Gulf conflict.

Investing Activities

Capital Expenditures

1992 1991 1990
(dollars in millions)

EXpIEHION. css © awams 5 (aes & & GE9E 5 G9SHE § QRePT P00 5 PURES § SUFss Same i $20 $ 46 $ 82
Development o = st - smmss 5900 ¢ SETRS  STH E SOURE § SRGIA B ORERE B OUARA § 31 60 80
MISCIBle IS .... . 2 2805 5 vtd & T 5 HSIT® 5 Sl § Siiiost § srbrir & siriouron 5 Shiiind ¥ 3 18 22 24
UOBBE ..o » conivsinis o simioinss o v ravduis 5 simisiske = winsais ' = Preimis & Sessase & sgrieds s & simimie o & warsns o - _3 7 8
Excluding acquisitions of proved properties. ... ...t 72 135 194
Acquisitions Of proved PrOPETHES i mr s neon s v suras v orvsvess o siessn v stmas & i siwiare s 14 — 3

586 S135 5197
Proceeds: from 5ale: of BESES i v - orumv ¢ oo ¥ 5 wpiwis & ¢ spoms 5 seres ¢ 0 B« a s § 8 $43 $ 34 $ 30
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Capital expenditures have declined by approximately one-third in each of the past two years. Selective exploration
and development programs reflect both the Company’s response to difficult economic times for the industry and
the priority attached to its debt reduction strategy. The reduced levels of activity, particularly exploration, coupled
with a focus on oil optimization projects resulted in significantly lower additions to proved reserves. As a result,
in 1992, reserves additions only replaced 37% of production, significantly lower than previous years.

In 1992 exploration and development activities were supplemented by acquisitions of proved properties of
$14 million. Additional interests were acquired through purchases or swaps in several strategic core properties,
including Swan Hills, Ring/Border, West Eagle, Mitsue Gilwood, Wood River/Bashaw and Turner Valley.

During the past two years the Company has realized proceeds of $77 million from dispositions of nonstrategic
properties in Western Canada. The objective of this asset rationalization program is to dispose of nonstrategic
assets which have limited upside potential and dedicate the proceeds to acquire further interests in fields where
the Company has strategic and competitive advantages or toward long term debt reduction. In 1990 the proceeds on
sale of assets principally related to the disposition of the remainder of Home Oil’s international properties. During
1992 Home Oil agreed to sell most of its properties located in southeastern Saskatchewan effective January 1, 1993.

Net investing activities were financed from internally generated funds in 1991 and 1992. In 1990 internally
generated funds were supplemented by borrowings from Interhome to finance the more extensive capital program.
Home Oil expects to fund its 1993 capital program, estimated at approximately $120 million, including approximately
$20 million of acquisitions, out of cash flow from operations.

Financing Activities and Capitalization

During 1992 Home Oil used the proceeds from sale of assets and cash flow from operations in excess of
capital expenditures to reduce outstanding debt by $102 million or approximately 20%. The majority of the debt
retired related to borrowings under a $195 million revolving term credit facility. This facility, which expires
in 1994, can be drawn down in either Canadian or U.S. dollars at interest rates of % of one percent over Canadian
Bankers’ Acceptances or the U.S. London Interbank Offer Rate, respectively.

Capitalization
1992 1991 1990
Amount ;%u Amount % Amount i
(dollars in millions)

Long Term Debt
Oil Indexed Debenture, due 2000 ............. $200 24 $200 21 $200 24
9% % Debentures, due 1998 .................. 25 3 33 4 36 4
11% Debentures, due 1995 .................. 125 15 125 14 — —_
Revolving Term Credit Facility, due 1994 ...... 76 10 170 18 — —
426 52 528 37 236 28
BQuity.....oovvvvmnnnnneannneesissnsnsussins 400 48 393 43 620 72
107 ) $826 100 $921 100 $856 100

The Company’s ratio of debt to equity improved to 52:48 at the end of 1992. Debt at the end of 1992 comprised
approximately 18% U.S. denominated floating rate, 35% Canadian denominated fixed rate and 47% OID debt.
An interest rate swap has effectively fixed the OID’s interest rate at 8.263%, effective February 1, 1993, thus
increasing the proportion of fixed rate debt to 82%. The $76 million floating rate debt outstanding at December 31,
1992 was denominated in U.S. dollars, with foreign exchange rate exposure, as it provides a partial hedge against
U.S. denominated crude oil prices and access to lower interest rates prevailing in the U.S.

Liquidity

A working capital deficit of $11 million existed at the end of 1992. The settlement of trade accounts receivable
on a monthly basis is expected to provide adequate liquidity to settle trade payables on their due dates. The
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$119 million unutilized portion of the Company’s revolving bank credit facility provides additional liquidity to
fund ongoing working capital and operating requirements.

Management considers the ratio of long term debt to cash flow from operations to be a key indicator of long
term liquidity. At December 31, 1992, the Company’s long term debt of $426 million represented 3.1 years of
cash flow from operations compared with 4.6 years at the end of 1991. During the next two years the Company
proposes to further improve this ratio to a target level of approximately two years by utilizing both cash flow
from operations in excess of capital expenditures and the proceeds from asset sales to further reduce debt. Management
believes the achievement of this target will enhance the financial soundness of the Company and will provide
the necessary flexibility to take advantage of future investment opportunities.

The Dominion Bond Rating Service and the Canadian Bond Rating Service have assigned ratings of BBB(high)
and B++, respectively, to the Company’s outstanding debt.

The Canadian oil and gas upstream industry continues to face many challenges due to low prices which have
resulted in marginal profitability. Home Oil has responded to these challenges by introducing focused exploration
and development strategies and related asset rationalization and cost control programs to improve profitability.

Oil and gas exploration, development and marketing involve numerous business risks. Earnings and cash
flow are sensitive to changes in crude oil and natural gas prices, production volumes, government regulation,
transportation and market limitations and, in the longer term, to the Company’s ability to economically find and
develop reserves.

Government regulation and legislation have a significant impact on the industry and the Company. The Province
of Alberta recently announced changes to the provincial royalty regime, effective January 1, 1993, which lower
the base and maximum royalty rates, increase price sensitivity, establish new lower royalty rates for oil discovered
after October 1, 1992, and provide royalty incentives on reactivated, low productivity and horizontal re-entry
wells. These changes improve the economics of oil exploration and development and will partially offset the
anticipated increase in royalty rates as a result of the expiry of earlier royalty holiday and incentive programs.
The increased sensitivity to prices does, however, increase the volatility of royalty rates.

Home Qil’s operations are designed to have minimal impact on the environment and meet or exceed current
government regulations. The Safety and Environment group, comprised of 13 individuals, reports regularly to
the Safety and Environment Committee of the Board of Directors and is responsible for reviewing existing and
proposed operations and facilities to ensure compliance with applicable environmental regulations and Home Oil’s
environmental policies. In this regard, the Environmental Code of Practice published by the Canadian Association
of Petroleum Producers has been adopted. The Company’s practice is to abandon and restore well and facility
sites when the assets are no longer required. Home Oil has estimated its future liability for abandonment and
restoration and has been recording this liability in accordance with the recommendations of the Canadian Institute
of Chartered Accountants, whereby these costs are accrued using the unit of production method. Total estimated
future costs are reviewed at least annually and are currently estimated at $50 million, of which $14 million has
been accrued and recorded as a liability. The annual abandonment provision included in depletion, depreciation
and amortization expenses increased to $3 million in 1992. Actual expenditures on site restoration amounted to
$1 million in 1992 and are expected to be approximately $3 million in 1993.

Oil prices are volatile and are influenced by many factors, including world supply and demand, political
stability, the Canada/United States dollar exchange rate and transportation availability. For example, during the
fourth quarter of 1992 the Company’s crude oil sales to eastern markets were reduced by about 1,200 barrels
per day due to apportionment on the Interprovincial Pipe Line system. While alternate markets were found for
substantially all of the displaced production, it attracted a modestly lower price.

The Company’s earnings and cash flow will be more sensitive to fluctuations in the price of crude oil as
a result of fixing the interest rate on the OID. Assuming world oil prices are unchanged from 1992 levels, a
modest improvement is anticipated in the average 1993 wellhead price due to both a weaker Canadian dollar
and an improvement in the quality of the reserves base resulting from asset rationalization activities. Crude oil
and natural gas liquids production volumes in 1993 are anticipated to decline by approximately 5% reflecting
the full year impact of sales of noncore properties in 1992 and additional sales in 1993, partially offset by core
property acquisitions. Production resulting from exploration and development programs is expected to offset the
impact of natural decline.
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Approximately 40% of gas production is affected by spot prices. Spot prices for natural gas in Alberta, which
have been depressed, began strengthening in the second half of 1992 due to increased take away capacity at the
Alberta border and the onset of seasonal winter weather. The Company expects stronger spot prices to continue
into 1993, which should begin to affect longer term contract prices in late 1993. Natural gas prices, however,
will continue to be influenced by seasonal changes in demand, supply, competition, pipeline capacity constraints
and North American weather patterns. With gas deliverability coming more into balance with demand, both in
Canada and the U.S., the longer term outlook is for continued price improvement.

Alberta and Southern Gas Co. Ltd., which markets gas primarily in California, has made a proposal to restructure
its gas supply contracts with Canadian producers. The proposed restructuring, which is to be effective August 1,
1994, results from changes ordered by U.S. regulatory bodies. Home Oil is evaluating the terms of the proposed
restructuring, which affects about 5% of its gas sales, and expects this gas to be either decontracted and sold
into new markets or marketed into California under other arrangements.

Overall, the Company expects natural gas sales to increase modestly from 1992 levels as a result of higher
rates of take under existing contracts and a continuation of prices which allow short term sales to be attractive.
However, as a result of the significant growth in natural gas sales in recent years, the Company’s surplus productive
capacity has narrowed and thus significant future growth in gas sales is dependent upon developing additional
proved reserves.

Operating expenses are anticipated to continue to decline both in total and on a unit basis in 1993 as a result
of sales of properties with relatively high operating costs along with achievement of further operational efficiencies.
Depreciation, depletion and amortization is expected to continue to increase with the depletion rate per barrel
of oil equivalent estimated to rise by approximately 3% in 1993.

Based on 1992 production and sales volumes and existing tax and royalty legislation, the estimated annual
effect on the financial results of a change in each of the following factors is set out below:
Financial Sensitivities

Approximate Change
Cash Flow from

Earnings Operations

(dollars in millions)
Cride gil prices (.S, $1 per Barrel) -« « ; vowo s pawnm s conn o vasess o s s s $4 $5
Natural gas prices (Cdn. $0.10 per thousand cubic feet) ................... $4 $5
Crude oil production (500 barrels perday) .......... ...t $1 $2
Natural gas sales (10 million cubic feet per day) ......................... $1 $3
Average royalty rate (one percentage point) ....................iiiia $3 $3
Exchange rat iU 8. B0 ; cosi s s s vomis s sy poss 5« wewss s swmmn 5 o $1 $2

A $100 million development and exploration program is budgeted for 1993. Approximately $50 million of
the planned expenditures will relate to development of core properties with an emphasis on oil projects. Major
development plans include infill drilling and waterflood installation at South Pierson and Manyberries, optimizing
existing waterflood and miscible flood recovery projects at Swan Hills and Mitsue Gilwood, drilling horizontal
wells in selected fields in southern Alberta and expanding gas processing facilities in the Attachie area. In addition,
about $20 million is earmarked for acquiring fluids for the miscible flood projects.

Exploration expenditures are planned to increase by 50% to $30 million with the program providing for partic-
ipation in approximately 40 gross wells. Emphasis will be on drilling oil prospects in southern Alberta. In addition,
significant expenditures will be targeted toward gas prospects in northeastern British Columbia where reserves
can be dedicated to an existing long term sales contract and to liquids rich gas plays in west central Alberta.

As in past years, a significant portion of the 1993 exploration and development program is discretionary
and can be adjusted to reflect changes in the economic and operating environment. The program will continue
to be held below anticipated cash flow from operations in order to permit further debt reduction.

While asset sales and acquisitions are difficult to forecast with any degree of certainty, Home Oil is committed
to a significant asset rationalization program to dispose of nonstrategic assets through sales or swaps and to increase
interests in selected core properties. Agreements are in place to sell the Company’s interest in about 950 wells
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in early 1993 for approximately $24 million. The Company’s share of crude oil production from these wells,
which are located in over 60 noncore properties in southeastern Saskatchewan and central and southern Alberta,
was about 1,500 barrels per day in 1992. The sales will result in a reduction of proved crude oil reserves of
about 4.5 million barrels and proved gas reserves of about 2.5 billion cubic feet. A portion of the proceeds from
dispositions have been budgeted to purchase additional interests in core properties. These proposed acquisitions,
combined with additions from the planned 1993 exploration and development program, are expected to replace
a significant portion of the reserves and production that are being sold or produced. Total proceeds from asset
sales are expected to exceed acquisition expenditures by approximately $20 million, all of which will be applied
to debt reduction.

Assuming stable product prices, Home Oil’s ongoing strategies of asset rationalization, cost control and emphasis
on core operations are expected to result in further improvements in 1993 financial results. In addition, the application
to debt reduction of cash flow from operations in excess of capital expenditures and net proceeds from asset
rationalization activities is projected to result in further improvement of the Company’s financial position by the
end of 1993.
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HOME OIL COMPANY LIMITED
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

June 30, December 31,
1993 1992

(unaudited, except for
December 31, 1992;
dollars in millions)

Assets

Current Assets
Accounts receivable

TR & o oo € crsann & BET5 35 HEEY § $EFy &5 PO ¥ SR SRS WA SR $ 552 $ SL1
CMDEE: 5 5 ssits 5 5otvni s Soiion s 5 SHE ¥ Slets § & St § S0l B SYasins ¥ a4 HFEN0S & 10.5 3.9
TOVERUOEIES «.cvone » wimininis « sissess i & sxssmina simpnis = = ezsios § 6 FaSass 8 S6700% 4 L0005 ¥ 90w & 5.1 8.3
70.8 63.3

Investment in: Federated Pipe Lines Tt « ¢ v « o cocam o wammes svassonins v sowmse « 13.6 13.3
Propeity; Plant and Equipnient (Full COBEY - s ¢ v v s vman o sioien g sasrass o viasn o 1,258.3 1,304.7
Oher ASSEtS) .ni s £ 2emin ¢ SA000 T 50As » Saai 5 § SHEE & 50N 5 1 SN ¥ T aee 5.9 9.2
$1,348.6 $1,390.5

Liabilities and Shareholders’ Equity

Current Liabilities

Bank INJeBedBiess: o & oy @ voiie & 2860 5 & SR5G & S 5 § et & Gavis 8 s e s $ 0.8 $ 17
Accounts payable and accrued liabilities ................ ... ... .. ..., 41.9 48.4
Interest payable . .. ... .ovvievrvirrinrisesnssninsiitaenttonnsssenaes 8.0 71
BaXeSTPAVABIC i = st s wtrarizn o) o wioires o s e aiates ke wlomesislial s ageibipe o kil o o= Siise = 8.9 11.8
Current portion of deferred production revenue ........................ 2.8 5.0
62.4 74.6

Eanp Term DEBE : con s & o0y 5 5,505 § Bain § UERVE 3 5900 ¢ TS ¥ BN & ¥ HES0 3 389.9 426.5
Deferred Credits. . ..o vttt et ettt ettt ettt et 22.0 22.4
Deferred TaXes . . . oottt e e 436.0 438.6
MInority- IEresl . oo s o suss & w7 s 5 s = & wames 5 D % & Sy« e s 28.7 28.5
SHSEhokIs™ Buity o s » pows s unses so0s § vim s s « o § § W 5 ywcen v 409.6 399.9
$1,348.6 $1,390.5




HOME OIL COMPANY LIMITED
CONSOLIDATED STATEMENT OF EARNINGS

Six months
ended June 30,

1993 1992
(unaudited; dollars
in millions,
except per
share amounts)

Revenues
Operating, net of royalties ............ccciiviiiniiiiiieiiiiiiiiiiiiianna, $143.0 $127.1
Investment and other inCOME . ........c.itniiiiiniiirrernererensersanensons 4.7 5.4
147.7 132.5

Expenses
KIPEEUHIE . . - - cieis & v s ¥ 25080 5 5 oAfs 3 BP0  FOAERA & S0 wosisiitain ks AR  Son 27.5 33.1
General and administrative ... ..ccovviv e vns it iiss s e iaeen s 9.4 8.3
Depletion, depreciation and amortization. . .......... ..o 68.7 64.0
TRIEBTESE ovis 15 wravas « i shbsans v snises o o scsmaca & b wcpssns o sesmsons » soeses o o sublegh % & SGERR § HEHABH 5 21.6 22.3
VNG FOBBEEEE. . o weons & vavinass 5 svumors o & st v & manere o simass n & omimin = % wwivca ® bt & & 0.7 0.4
127.9 128.1
Earnings Before TaXes ..........cciiiiioniereaaetsnetienniinreesanananss 19.8 4.4

Taxes

CUETOML s & 5 rrins & & Ssios o st & « SHels o slasuivm o sesanis o e = s 5 GefiiG & RiaE b 12.8 2.6
DEEEILEA o & sanins & Sumn o vimmms s st s AT & SaRRT § Waae - SIS % aeaTae . sksdni 4 (2.6) (0.6)
10.2 2.0
BALHIEE: « i 1 = wivinin 5 mosimimes » scmsnoms & Bobliid & § ST 3 § SW0F # Ssiiih b G B 8§ HERE T 5 PO 5 $ 9.6 $ 2.4
Earnings Per SHATE ..« oo s oo & 655 5 5 sl & § 50 & § £ams 5 G0 3 8 5ewa s o soan o $0.24 $ 0.06




HOME OIL COMPANY LIMITED
CONSOLIDATED STATEMENT OF CASH FLOWS

Six months
ended June 30,

1993 1992

(unaudited;
dollars in millions)

Operating Activities

BAERHAZE: oo roim « s sovinos  sonsmmes o osiod § 655005 § SAGHE S SRR ¥ H0IOH ¥ wisbiiash § S % & Sl & B $ 9.6 $ 24
Charges (credits) not affecting cash flow from operations
Depletion, depreciation and amortization. .........c.covmnieii i, 68.7 64.0
Deferred tAXES . . oo vt te et e e e e e e (2.6) (0.6)
Amortization of exchange o U.S. debt cows » sunvn v onen s sommes « sroni 5 » peme » o 34 0.9
DT ... inse o sreme o sovameess 5 Beclidt 5 5 BR00E 5 S70% £ RSTERE § SURE B Coiien 7 SHEH.E B SRS £ 0 (1.6) (2.4)
Cash Flow from Operations . . .. ........uuuutttiinereianneetnnneennnnn. 77.5 64.3
Changes inyntncashy WOrBINgIOAPIEAL & .cun o i s s & cmmin-s susnin s susons » razse » s (1.3) (10.3)
Deferted production TEVENME: - & s sswis o cmwis + v v s & e s e« spaibe o e (3.9 4.2)
72.3 49.8
Investing Activities
Exploration and development expenditures . ............ ... ... ... i (46.7) (36.1)
Acquisitions of proved PropPerties. » . i o vmsie « wisvsass o wloas i simceens o ssssaacs o sesse = s (9.5) (2.6)
Proceeds from:sale of Q8818 1ovm 3 ¢ wans v s v iewmnie « s & s o e ¥ s § i 38.2 20.9
Changes in'moncash’ working <capital. iz v sews & ¢ amus v wrs s ouaes § o oo » o (15.4) 26.5
Other 0.1 0.6
(33.3) 9.3
Financing Activities
Repayment:of 1ong termdebl. con 5 & sesm v smman o 5 mimes 5 sommen @ s o iminses o svessss « 50 (37.0) (55.5)
Changes: in noncash’ Worlchg CHpital .ov « vums 5 5 witos ¥ pamws v Bages § SaEmn s Dars s (0.8) (2.2)
OBBE . . oo i & 56008 § 5 & 00000 % & 565850 § BT 5 & 700G § S s § OIS § Sl & it & s (1.2) (1.4)
(39.0) (59.1)
Increase in Cash (1) ... oottt e e e e e e e e $ — L S

(1) Cash is defined as cash and short term deposits which mature in three months or less.



SCHEDULE G

IN THE COURT OF QUEEN’S BENCH OF ALBERTA
JUDICIAL DISTRICT OF CALGARY

IN THE MATTER OF Section 186 of the Business Corporations Act (Alberta), being
Chapter B-15 of the Statutes of Alberta, 1981, as amended;

AND IN THE MATTER OF a proposed arrangement involving Scurry-Rainbow Oil
Limited and its shareholders and Home Oil Company Limited.

BEFORE THE HONOURABLE ) At the Court House, in the City of Calgary,
CHIEF JUSTICE W. K. MOORE ) in the Province of Alberta, on Thursday
IN CHAMBERS ) the 23rd day of September, 1993

INTERIM ORDER
UPON THE APPLICATION by Petition of Scurry-Rainbow Oil Limited (*Scurry-Rainbow™);

AND UPON reading the said Petition, and the Affidavit of Robert M. Perrin and the documents referred
to therein, filed;

AND UPON hearing counsel for the Petitioner and Home Oil Company Limited (“Home Oil™);
IT IS HEREBY ORDERED that:

1.  Scurry-Rainbow shall call, hold and conduct a special meeting (the ““Special Meeting”) to consider, and
if deemed advisable, to pass, with or without variation, a resolution (the “Arrangement Resolution™) approving
a proposed arrangement involving Scurry-Rainbow and its shareholders and Home Oil (the “Arrangement”).
A copy of the Arrangement Agreement (in substantially final form) is attached as Schedule “B™ to the Notice
of Special Meeting of Shareholders, Notice of Petition, Management Information Circular and Proxy Statement
(the “Information Circular’’) which is Exhibit “A” to the Affidavit of Robert M. Perrin, sworn the 23rd day
of September, 1993, filed.

2. The Meeting shall be called, held and conducted in accordance with the ABCA and the Articles of Incorporation
and the By-Laws of Scurry-Rainbow subject to what may be provided hereafter.

3. Scurry-Rainbow shall mail the Information Circular in substantially the form contained in Exhibit “A”
to the Affidavit of Robert M. Perrin filed herein, with such amendments thereto as counsel for Scurry-Rainbow
may advise are necessary or desirable, provided that such amendments are not inconsistent with the terms of
the Order sought herein, to the holders of Scurry-Rainbow Common Shares (the *“Scurry Shares™), to the directors
and auditors of Scurry-Rainbow, and to the Alberta Securities Commission, by mailing the same by prepaid ordinary
mail to such persons in accordance with the ABCA at least 21 days prior to the date of the Special Meeting;
and that such mailing shall constitute good and sufficient service of notice of the Petition, the Special Meeting
and the hearing in respect of the Petition.

4. The accidental omission to give notice of the Meeting, or the non-receipt of such notice by one or more
of the persons specified in paragraphs 3 and 7 hereof, shall not invalidate any resolution passed or proceedings
taken at the Meeting.

3. The majorities required to pass the Arrangement Resolution shall be:

(a) two-thirds of the votes cast by all shareholders present in person or by proxy at the Special Meeting; and



(b) a simple majority of the votes cast by shareholders present in person or by proxy at the Special Meeting,
after excluding the votes which, to the knowledge of Scurry-Rainbow, Home Qil and their respective
directors and senior officers, after reasonable inquiry, attach to Scurry Shares which are held, or are
beneficially owned or over which control or direction is exercised, directly or indirectly by Home Oil,
the directors and senior officers of Home Oil and Scurry-Rainbow (other than members of the Special
Committee of the board of directors of Scurry-Rainbow) and any other person or company excluded
for the purpose of the minority approval requirements of Ontario Securities Commission Policy 9.1
and Quebec Securities Commission Policy Q-27.

6. The holders of Scurry Shares shall have the right to dissent from the Arrangement Resolution in accordance
with the provisions of Section 184 of the ABCA, as modified by Section 3.1 of the Plan of Arrangement which
is Schedule “A” to the Arrangement Agreement, which is Schedule “B” to the Information Circular.

7. The only persons entitled to notice of the Meeting shall be the registered holders of Scurry Shares at the
close of business on the 27th day of September, 1993, the directors and officers of Scurry-Rainbow, and the
Alberta Securities Commission and the only persons entitled to be represented and to vote at the Meeting, either
in person or by proxy, shall be such holders, subject to the provisions of Section 132 of the ABCA.

8. Upon approval of the Arrangement at the Meeting in the manner set forth in this Order, Scurry-Rainbow
may apply before this Court for approval of the Arrangement, which application (the “Final Application™) shall
be heard before me at the Court House, 611 - 4th Street SW., in the City of Calgary, on Monday, the 8th day
of November, 1993, at 2:00 p.m. or so soon thereafter as counsel may be heard.

9. The mailing of the Information Circular referred to in paragraph 3 above in accordance with the provisions
of this Order shall constitute good and sufficient service in respect of the Petition upon all persons who are entitled
to receive such notice pursuant to this Order and no other form of service need be made and no other material
need be served on such persons in respect of these proceedings, and service of the Affidavit of Robert M. Perrin,
filed herein, is dispensed with except as to service on the Alberta Securities Commission.

10.  Any holder of Scurry Shares and any interested person may appear on the application for the approval
of the Arrangement, provided that such holder or person shall file with this Court and serve upon the solicitors
for Scurry-Rainbow on or before the 1st day of November, 1993 a Notice of Appearance setting out the address
for service in respect of such holder or person and indicating whether such holder or person intends to oppose
the application or to make submissions thereat together with any evidence or materials which are to be presented
to this Court, such Notice of Appearance to be effected by delivery, at the address set forth below:

Macleod Dixon

Barristers and Solicitors
3700, 400 - 3rd Avenue S.W.
Calgary, Alberta

T2P 4H2

Attention: John J. Marshall, Q.C.

11. In the event the Final Application is adjourned, only those persons who have filed and served a Notice
of Appearance shall be served with notice of the adjourned date.

12.  Scurry-Rainbow shall be entitled at any time to seek leave to vary this Order.

“W. K. Moore™
ClLC.Q.B:A.

ENTERED this 23rd day of September, 1993

“James McLaughlin™
Clerk of the Court of Queen’s Bench of Alberta




SCHEDULE H
RIGHT OF DISSENT

1. Capitalized terms used in this Schedule H shall have the meanings ascribed to them in the Circular.

2. Pursuant to the Interim Order, a shareholder has the right to dissent (the “Dissent Right™) from the Arrangement
Resolution and to be paid the fair value of his Scurry Shares if the Arrangement is implemented and the shareholder
provides Scurry-Rainbow with a written objection to the Arrangement Resolution at or before the Special Meeting
and otherwise complies with the steps set forth in this Schedule H.

3. In addition to any other right he may have, a shareholder who complies with these provisions is entitled to
be paid by Home il the fair value of the Scurry Shares held by him in respect of which he dissents, determined
as of the close of business on the last business day before the day on which the Arrangement Resolution is approved
by Shareholders.

4. A dissenting shareholder may only claim under the Dissent Right with respect to all the Scurry Shares held
by him or on behalf of any one beneficial owner and registered in the name of the dissenting shareholder.

5. A dissenting shareholder shall send to Scurry-Rainbow a written objection to the Arrangement Resolution
so as to be received by Scurry-Rainbow at or before the Special Meeting.

6. An application may be made to the Court, by originating notice after the adoption of the Arrangement Resolution,
by Home Oil, or by a shareholder if he has sent an objection to Scurry-Rainbow under paragraph 3, to fix the
fair value in accordance with paragraph 3 of the Scurry Shares of a Shareholder who dissents under the Dissent Right.

7. If an application is made under paragraph 6, Home Oil shall, unless the Court otherwise orders, send to
each dissenting shareholder a written offer to pay him an amount considered by the directors of Home Oil to
be the fair value of the Scurry Shares.

8. Unless the Court otherwise orders, an offer referred to in paragraph 7 shall be sent to each dissenting shareholder
(a) at least 10 days before the date on which the application is returnable, if Home Oil is the applicant, or

(b) within 10 days after Home Oil is served with a copy of the originating notice, if a shareholder is the
applicant.

9. Every offer made under paragraph 7 shall be made on the same terms and contain or be accompanied by
a statement showing how the fair value was determined.

10. A dissenting shareholder may make an agreement with Home Oil for the amount to be paid by Home Oil
for his Scurry Shares in the amount of Home Oil’s offer under paragraph 7 or otherwise, at any time before
the Court pronounces an order fixing the fair value of the Scurry Shares.

11. A dissenting shareholder

(a) is not required to give security for costs in respect of an application under paragraph 6, and

(b) except in special circumstances shall not be required to pay the costs of the application or appraisal.
12. In connection with an application under paragraph 6, the Court may give directions for

(a) joining as parties all dissenting shareholders who have not made an agreement with Home Oil under
paragraph 10 and for the representation of dissenting shareholders who, in the opinion of the Court,
are in need of representation,

(b) the trial of issues and interlocutory matters, including pleadings and examinations for discovery,
(¢c) the payment to the Shareholder of all or part of the sum offered by Home Oil for the Scurry Shares,
(d) the deposit of the share certificates with the Court or with Scurry-Rainbow or its transfer agent,
(e) the appointment and payment of independent appraisers, and the procedures to be followed by them,
(f) the service of documents, and

(g) the burden of proof on the parties.



13. On an application under paragraph 6, the Court shall make an order

(a) fixing the fair value of the Scurry Shares in accordance with paragraph 3 of all dissenting shareholders
who are parties to the application,

(b) giving judgment in that amount against Home 0il and in favour of each of those dissenting shareholders,
and

(c) fixing the time within which Home Oil must pay that amount to a shareholder.
14. On
(a) the Arrangement becoming effective,

(b) the making of an agreement under paragraph 10 between Home Oil and the dissenting shareholder as
to the payment to be made by Home Oil for his Scurry Shares, whether by the acceptance of Home Oil’s
offer under paragraph 7 or otherwise, or

(c) the pronouncement of an order under paragraph 13,

whichever first occurs, the shareholder ceases to have any rights as a shareholder other than the right to be paid
by Home Oil the fair value of his Scurry Shares in the amount agreed to between Home Oil and the shareholder
or in the amount of the judgment, as the case may be.

15. Until one of the events mentioned in paragraph 14 occurs,
(a) the shareholder may withdraw his dissent, or
(b) the Corporation may rescind the resolution,
and in either event proceedings under the Dissent Right shall be discontinued.

16. The Court may in its discretion allow a reasonable rate of interest on the amount payable to each dissenting
shareholder, from the date on which the Shareholder ceases to have any rights as a Shareholder by reason of
paragraph 14 until the date of payment.

17. If an order is rendered by a court against Home Oil in favour of a dissenting shareholder requiring payment
of the fair value of such dissenting shareholder’s shares, and if, within the 30 day period (the *“Payment Period™)
immediately following the date of such order or, if such order is appealed, the date on which a final determination
from which there is no appeal is made by a court of competent jurisdiction relating to such order, whichever
date is later, Home Oil fails to make the required fair value payment to such dissenting shareholder, the dissenting
shareholder, by written notice delivered to Home 0il within 60 days following the expiration of the Payment
Period, may:

(a) withdraw his notice of dissent, in which case Home Oil and Scurry-Rainbow are deemed to consent
to the withdrawal and, subject to paragraph 19, the shareholder is reinstated to his full rights as a
shareholder; or

(b) retain his status as a claimant against Home Oil, to be paid in priority to its shareholders.

18. Shareholders who exercise the Dissent Right and who are ultimately entitled to be paid fair value shall be
deemed to have transferred their Scurry Shares to Home 0il as of the Effective Date.

19. Shareholders who exercise the Dissent Right and who are ultimately not entitled for any reason to be paid
fair value for their Scurry Shares or who withdraw their dissent in accordance with these provisions shall be
deemed to have participated in the Arrangement on the same basis as the non-dissenting shareholders who elected
or were deemed to have elected to receive Home Shares as of and from the Effective Date and the Scurry Shares
held by such shareholders shall be deemed to have been transferred to Home Oil as of the Effective Date.

20. For the purposes of giving any notice or other communication to Home Oil in connection with the exercise
of a Dissent Right, a shareholder may give such notice or other communication to Home Oil by delivering it
to Scurry-Rainbow’s offices located at 1600 Home Oil Tower, 324 Eighth Avenue SW., Calgary, Alberta, T2P 25,
Attention: Corporate Secretary.



Proxies for the Special Meeting should be deposited with Montreal Trust Company of Canada at the office
set forth below. Facsimile proxies will be accepted.

Montreal Trust Company of Canada
411 - 8th Avenue SW.
Calgary, Alberta T2P 1E7
Telephone: (403) 267-6555 (collect)
Facsimile: (403) 267-6529

The Letter of Transmittal and Election Form, certificates for Scurry Shares and any other required documents
should be sent or delivered by each Shareholder or such Shareholder’s broker, dealer, bank, trust company or
other nominee to the Depositary at one of the following offices:

VANCOUVER CALGARY TORONTO
Montreal Trust Montreal Trust Montreal Trust
Company of Canada Company of Canada Company of Canada
Montreal Trust Centre 411 - 8th Avenue SW. 151 Front St. West

510 Burrard St. Calgary, Alberta 8th Floor
Vancouver, B.C. T2P 1E7 Toronto, Ontario
veC 3B9 M5J 2N1

MONTREAL HALIFAX
Montreal Trust Montreal Trust
Company of Canada Company of Canada
1800 McGill College Avenue PO. Box 2187
Montreal, Québec 1690 Hollis Street
H3A 3K9 Halifax, Nova Scotia
B3J 3C5

UNITED STATES

By mail: By delivery:

The Bank of New York The Bank of New York
Tender and Exchange Department Tender and Exchange Department
PO. Box 11248 101 Barclay Street
Church Street Station Receive & Deliver Window

New York, New York — Street Level
U.S.A. 10286-1248 New York, New York
U.S.A. 10286

Any questions and requests for assistance may be directed by Shareholders in Canada to Montreal Trust
Company of Canada at its office in Calgary listed above and by Shareholders in the United States to the U.S.
Information Agent at the address and telephone number listed below. Additional copies of this document and
Letter of Transmittal and Election Form may be obtained without charge on request in Canada from Montreal
Trust Company of Canada at any of the offices listed above and in the United States from the U.S. Information Agent.

U.S. Information Agent:

MacKenzie Partners, Inc.
156 Fifth Avenue
New York, New York
U.S.A. 10010

(212) 929-5500
or
Toll-free (800) 322-2885



Printed in Canad:





