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Scurry-Rainbow Qil Limited

Corporate Profile

Scurry-Rainbow Qil Limited is a Canadian
company incorporated in 1954 under the laws of
the Province of Alberta. The Company is engaged
primarily in the exploration for and development
and production of crude oil and natural gas.
Exploration activities are conducted in Alberta,
British Columbia, Saskatchewan, the Beaufort
Sea, offshore Nova Scotia and in the Netherlands’
sector of the North Sea. The major producing
properties are located in the three western
provinces. The Company owns substantial
undeveloped coal reserves in southern Alberta
and British Columbia and holds a net profits
interest in a producing gold and silver mine in
Nevada.

Home Oil Company Limited (““Home”), a
wholly-owned subsidiary of Hiram Walker
Resources Ltd., owns 88.5 percent of the common
shares of Scurry-Rainbow. Plains Petroleums
Limited, a Canadian oil and gas company
operating primarily in Alberta, is a 72.2 percent-
owned subsidiary of the Company.

The Company has a Canadian Ownership Rate of
83 percent and is Canadian controlled. This
qualifies the Company for the maximum level of
Petroleum Incentives Program (“PIP”’) grants
under the National Energy Program.

Annual General Meeting

The Annual General Meeting of Shareholders
will be held on Monday, February 6, 1984 at
10:30 a.m. in the Company’s head office, 29th
floor, Home Oil Tower, 324 Eighth Avenue S.W.,,
Calgary, Alberta, Canada. Formal notice of this
meeting and proxy materials have been mailed to
all registered shareholders with this annual
report.

Form 10-K

The Company files annually with the United
States Securities and Exchange Commission a
report on operations known as the Annual Report
on Form 10-K. Copies of the Form 10-K are
available to shareholders free of charge upon
written request to E. Jorgensen, Comptroller,
Scurry-Rainbow Qil Limited, 2300 Home Oil
Tower, 324 Eighth Avenue S.W., Calgary, Alberta,
Canada, T2P 275.
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Highlights

Year ended September 30,

1983 1982 1981
Financial (Thousands of Dollars)
TREVENTIE s oo sopmm wames e @ e wes = ki wars & S S ¥ et i it o 82,089 56,574 52,637
INEtEATTIINEE = o0 2 50w ¢ e 5 90 5 Wy & Yoo vmL Y Sovo 2an VEE 2O 5 Gy 0 22,463 14,324 8,582
Funds generated from operations . ....................... ... ... .. 52,554 29,609 21,552
Government royalties and taxes payable . ........ ... ... ... ... ... 49,237 30,240 22,628
Capital expenditures (before PIP grants) . ....... .. ... ... ... ...... 43,170 24,957 24,973
Capital sxpenditures (after PIP grants) ... . cou voms « avy g vus senw puss v 20,203 20,717 21,667
Working capital (deficiency) .......... ... 35,688 (957) (4,618)
Per Common Share (Dollars)
NetSarNINRES ; e mrms o ki & s« voemes semn ¢ S & @ ¥ 909 @RDE A% © o e 1.68 1.07 0.64
Funds generated from operations.................... ... . ... 3.92 2.21 1.61
Operating
Daily Average Production (before royalties)
Crude oil & natural gas liquids (barrels) ......................... 7,598 6,724 7,323
Natural gas (thousands of cubicfeet). ........................... 20,622 16,824 16,593
Proved Reserves (before royalties)
Crude oil & natural gas liquids (millions of barrels) .............. 17.6 18.9 24.8
Natural gas (billions of cubic feet) .................. .. ... ... ... 179 169 183
Sulphur (thousands of longtons)........... ... ... ............ 367 366 582
Acreage
0il & gas (thousands of netacres) .............................. 1,477 1,521 1,681

The financial data were restated to reflect the five for one share split (effective July 5, 1983) and the
change in accounting policy (note 2, page 18).

Glomar Labrador I drilling the Louishourg well on the Scotian Shelf. i -,'. ey !




To The Shareholders

Financial Results

1983 was the most successful year in the
Company's history. Net earnings for the year
ended September 30, 1983 were $22.5 million or
$1.68 per share, an increase of 57 percent from
restated net earnings for 1982. Funds generated
from operations rose by 77 percent to $52.6
million or $3.92 per share. Revenues, net of
royalties, amounted to $82.1 million, an increase
of 45 percent. These substantial increases
resulted from higher production volumes and
higher prices for oil and gas. Capital
expenditures, before PIP grants, totalled $43.2
million in 1983, an increase of 73 percent,
principally because of substantial commitments
in the frontier areas of Canada. After deducting
PIP grants, expenditures totalled $20.2 million,
essentially unchanged from the net amount spent
during the previous year.

0il and Gas

The most important developments during the
year were two major farmins on lands owned by
Dome Petroleum Limited (“Dome”) in Western
Canada and in the frontier areas. The farmin
agreements cover more than 33 million gross
acres (15 million net) and commit the Company
to capital expenditures in excess of $160 million,
before PIP grants, over the next three years. The
lands in Western Canada provide the opportunity
for early production growth and the frontier
regions offer excellent exploration and
production potential over the long term.

Drilling activity increased by 26 percent during
the vear because of the farmin agreements, with
the Company participating in 53 working interest
wells. Crude oil and natural gas liquids
production, before royalties, averaged 7,598
barrels per day in 1983, up 13 percent from the
prior year. Improved performance from the Eagle
fields in British Columbia as well as improved
market conditions for production in
Saskatchewan were the major contributing
factors. Natural gas sales, before royalties, rose by
23 percent to 20.6 million cubic feet per day, due
to the start-up of the South Wapiti field, and
increased sales from the Karr field.

Industry Outlook

During 1983, the federal and provincial
governments continued to respond to the
difficulties being experienced by the Canadian
petroleum industry. By virtue of amended energy
agreements on pricing, approximately 25 percent
of the industry’s conventional crude oil
production now receives the equivalent of the
world price, compared with about 5 percent a
year ago. Furthermore, the price for the
remaining production was frozen at a minimum
of $29.75 per barrel or roughly 80 percent of the
current world price. In an effort to encourage
additional sales of natural gas, the federal
government cut the price of exports to the United
States from U.S. $4.94 per thousand cubic feet to
U.S. $4.40 per thousand cubic feet and
introduced a volume-related incentive price of
U.S. $3.40 per thousand cubic feet. The federal
and provincial governments are continuing to
examine a number of additional incentives to
increase both export and domestic gas sales.

The Government of Saskatchewan, under its Qil
Industry Recovery Program, extended the royalty
holiday available to new oil wells for two more
years to December 31, 1985. The royalty holidays,
lower royalties and higher prices available under
the Program have stimulated a severalfold
increase in Saskatchewan exploration activities
which is expected to continue in 1984. As part of
Alberta’s ongoing incentives, the government
renewed the Well Servicing Incentive Program
and the Development Drilling Incentive System.
These two programs provided cash grants and
bath expired during the last two months of fiscal
1983. The government also decided to
significantly reduce the Alberta Royalty Tax
Credit from 75 percent to 50 percent with a $2
million maximum, effective January 1, 1984.

On balance, the actions of governments in 1983
helped improve the industry’s cash flow and
encouraged increased activity.

The most pressing problem currently facing the
industry is the weak demand for natural gas,
particularly in the export market where sales in
1983 were less than one-half of authorized
volumes. Although a return to normal seasonal
weather patterns will improve the situation, a
major market turnaround is not expected for
some time.




Corporate Outlook

During 1984, declining production in the West
Eagle field and in a number of mature,
non-operated fields will be largely offset by
recent successes in the same general areas, the
further lifting of market constraints in
Saskatchewan and successful exploratory
drilling. Due to an anticipated lack of demand,
gas sales will likely remain at about the same
level as 1983, although the Company has the
productive capacity to expand sales significantly
when markets improve.

The average wellhead price for crude oil will
increase slightly due to the full year’s impact of
reclassifying the Special Old Qil Price to the New
0il Reference Price, which affected a large
proportion of Scurry-Rainbow’s production.
Natural gas prices will remain essentially
unchanged, because increases in the domestic
field price will be offset by reductions in the
export flowback.

With an increasing proportion of natural gas
liquids production coming from Crown lands,
average royalty rates on natural gas liquids will
increase. The Company’s tax expense will
increase beginning January 1, 1984, by the
scheduled reduction in the Alberta Royalty Tax
Credit.

Capital expenditures planned for 1984 are
expected to increase significantly to
approximately $90 million, before PIP grants.
The exploration program, which will be the
largest in the history of the Company, will
consume more than three-quarters of total
expenditures and is aimed at the discovery of oil
in Western Canada where there is the prospect of
early cash flow. At the same time, major
exploration programs will continue in the
frontier regions where there is the potential for
much larger discoveries, but where production
will not commence for a number of years.

Scurry-Rainbow’s development program is
designed to optimize recoveries from existing
fields, drill in areas qualifying for the New Oil
Reference Price, reduce operating costs and
improve the efficiency of the Company’s
facilities.

Corporate Changes

On July 4, 1983, the shareholders approved a five
for one share split of the authorized 7.5 million
common shares, an increase in the authorized
common share capital to 200 million shares,
creation of 100 million preferred shares and
continuance of the Company under the Business
Corporations Act of Alberta. The changes to the
capital structure and the continuance became
effective July 5, 1983.

Since the last annual report to shareholders, D.E.
Powell was appointed Senior Vice President
Exploration and Director of the Company,
replacing WH. Waddell.

Submitted on behalf of the Board of Directors.

Calgary, Alberta, Canada President and Chief
November 25, 1983 Executive Officer




Review of Operations

Exploration and Development
Drilling Activity

During 1983, the Company participated, through
working interests, in nine exploratory wells and
44 development wells, an increase of 26 percent
compared with 1982. Three of the exploratory
wells and 19 of the development wells were
related to the farmin on Dome lands.

Exploratory drilling resulted in four oil wells and
one gas well. Two of the oil wells and the one gas
well were located in Alberta; the remaining two
oil wells were in Saskatchewan. In addition, four
wells in the Beaufort Sea were suspended and
will be drilled to total depth and tested during
the 1984 drilling season.

Development drilling resulted in the completion
of 28 oil wells and seven gas wells. Fourteen of
the oil wells and the seven gas wells were in
Alberta, nine of the oil wells were in British
Columbia and the remaining five oil wells were
in Saskatchewan.

Working Interest Wells®
1983 1982
Gross Net Gross Net

Exploratory
511 e A 4 1.20 2 0.28
GRS n 1 0.08 1 0.67
P 4 1.49 4 049
ot gitis 9 77 7 1.44
Development
8] a e S 28 6.87 15 6.49
BaE N 7 042 12 1.67
0] 5, o e e 9 1.87 8 5.47
Total .. 44 9.16 35 13.63
Fotalls e e 53 11.93 42 15.07

! The heading “‘gross" refers to the number of wells in which
the Company has a working interest. “Net” represents the
total of the working interests held in each of the gross wells.
The table does not include suspended wells or wells that
were still drilling at year-end.

2 In addition to these interests, the Company holds gross
overriding royalty positions in nine new oil wells and one
new gas well as at September 30, 1983.

Major Farmins

The most significant step taken by
Scurry-Rainbow over the past year was the
participation, through the Company's affiliation
with Home, in two farmin agreements on lands
owned by Dome in Western Canada, the Beaufort
Sea, offshore Nova Scotia and the Arctic Islands.

In July 1983, Scurry-Rainbow agreed to
participate in a three-year farmin agreement on
about 20 million gross acres (10 million net) of
Dome’s lands in Western Canada and 12.8
million gross acres (5 million net) in the
Beaufort Sea.

In Western Canada, the Company will pay 13.34
percent of Dome's exploration and development
costs to earn a 6.67 percent working interest

in a maximum of nine sections surrounding each
exploratory well, and in the spacing unit
containing each development well. During

the three-year term of the agreement,
Scurry-Rainbow is committed to spend a
minimum of $55 million before PIP grants. The
Company also may extend the agreement by one
year.

Through this farmin, Scurry-Rainbow gains
access to the largest spread of acreage held by
any company in Western Canada. The move
should allow the Company to participate in most
industry plays over the next three years. Between
early July and September 30, 1983,
Scurry-Rainbow participated in drilling 22 wells
on Dome lands in Western Canada, resulting in
12 oil wells and four gas wells.

In the Beaufort Sea, Scurry-Rainbow agreed to
spend during the three years a minimum of $59
million, or $12 million after PIP grants. This
represents the Company’s share of well costs,
which will vary between 5.00 percent and 11.67
percent, in a six-well program. Scurry-Rainbow
will earn between 2.50 percent and 5.83 percent
of Dome’s interest in the structures drilled, and
an approximate 1.5 percent interest in the
remaining undrilled lands, excluding significant
prior discoveries.

As part of the six-well program, the Siulik I-05
and Arluk E-90 wells were spudded and drilled
to depths of 13,350 feet and 11,300 feet,
respectively, before being suspended due to
unusually severe ice conditions. Scurry-Rainbow
will earn a 4.2 percent interest in Siulik and a 4.9
percent interest in Arluk and expects both wells
will be tested next year.




The Beaufort Sea agreement was also structured
so that the Company retained the 20 percent
interest already held in the 607,000 gross acres
where the Natiak O-44 and Havik B-41 wells are
being drilled by Dome. During the 1983 drilling
season, the Natiak well was re-entered and drilled
to a depth of 12,000 feet, but evaluation of the
well will be delayed until the next season
because of unfavorable ice conditions. The Havik
well was spudded and drilled to 2,300 feet before
operations were suspended due to encroaching
pack ice. The Company holds a 20 percent
interest in each well and the expenditures
associated with these two wells will be
approximately $49 million, or $10 million after
PIP grants.

In April 1983, Scurry-Rainbow agreed to
participate in a farmin agreement covering Dome
lands on the East Coast and in the Arctic Islands.

Offshore Nova Scotia, the Company will earn a
7.3 percent interest in a structure located on the
593,000 acre East Sable block. The well,
Louisbourg J-47, was spudded on November 25.
Scurry-Rainbow's share of the cost is estimated
at $7.3 million, or $1.5 million after PIP grants.

The Explorer Il drillship on location at the Havik well site in
the Beaufort Sea.

Scurry-Rainbow also holds an option to
participate in a maximum of two additional wells
to earn an identical interest in other structures

on the East Sable block. Home is the Operator of
this drilling program with each well expected to
cost approximately $50 million, before PIP

grants.

The Louisbourg well will take roughly 200 days
to drill to its total depth of 21,000 feet. An
additional 50 to 60 days is expected for

completion and testing. The well will be drilled
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in about 220 feet of water using the new Global
Marine Labrador I jack-up rig, one of the largest
in the world. The objective of the Louisbourg
well is natural gas and condensate.

In the Arctic Islands, the Company will earn a
3.7 percent interest in the deep rights of a
structure currently being drilled on the Sabine
Peninsula block. The Company has an option to

participate in two additional wells on this block.

Scurry-Rainbow relinquished an option to
participate with Dome in a well at Cape Allison,
which is also in the Arctic Islands.

British Columbia

During 1983, Scurry-Rainbow participated in
three unsuccessful exploratory wells, and 13
development wells, none of which were related
to the farmin on Dome lands. Development
drilling resulted in nine oil wells.

The Company was the Operator of eight
development wells drilled in the Fort St. John

area. This resulted in six oil wells from which
Scurry-Rainbow’s share of production is expected
to exceed 200 barrels of oil per day. In addition,
the Company holds an average interest of 5.6
percent in three development oil wells at
Boundary Lake northeast of Fort St. John.

At West Eagle Unit No. 1, the Company’s most
important field where it has a 31.5 percent
interest, a comprehensive geological and
waterflood performance study was completed
near mid-year. The study indicated the need for
four new in-fill wells and conversion of several
production wells to injector wells. The Company
received tentative approval for this program from
its associates in Unit No. 1 and is currently
awaiting approval from the provincial
government.

Battery facilities were completed in the Cecil
field and are now capable of handling 365 barrels
of il and 3.5 million cubic feet of gas per day.

LOUISBOURG J-47




The water injection plant at West Eagle Unit No. 1.

Alberta

The Company held a working interest in four
exploratory and 25 development wells drilled in
Alberta during the year. Participation in two of
the exploratory wells and in 17 of the
development wells arose from the farmin on
Dome lands. Exploratory drilling resulted in two
oil wells and one gas well. The results of the

development drilling program were 14 oil wells
and seven gas wells.

Two of the development wells farmed out by
Dome in north-central Alberta were potentially
significant oil finds. Scurry-Rainbow holds a 1.17
percent interest in the well at Valhalla and a 3.08
percent interest in the other well at Tangent.
Although the interests are small, the Company
holds the option to earn interests in a substantial
amount of additional land in the two areas.
Initial testing of both wells was very encouraging
and further drilling is planned.

By virtue of the Company’s interest in 11
connected gas wells in the south and central
blocks of the South Wapiti field, Scurry-Rainbow
became a 9.65 percent owner in the new South
Wapiti gas processing plant. In addition, the
Company acquired interests in the gas gathering
system and compression facilities.

Saskatchewan

Following changes to the province’s royalty and
taxation system in 1982, the Company reactivated
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exploratory and development activities on its
existing acreage and became an active purchaser
at Crown land sales. During 1983,
Scurry-Rainbow drilled two exploratory and six
development wells. One of the exploratory wells
and two of the development wells were in
conjunction with the farmin on Dome lands.

Both exploratory wells discovered oil. One of
these wells, 100 percent-owned by the Company,
was drilled at Tableland in southeastern
Saskatchewan and appears to be capable of
producing oil at a significant rate. Five of the
development wells were also successfully
completed as oil producers in the southeastern
part of the province.

In February, Scurry-Rainbow farmed out
approximately 40,000 net acres in southeastern
Saskatchewan to Bedford Petroleums Limited and
Postell Energy Co. Ltd. These companies plan to
drill 40 wells before December 31, 1984 in order
to earn all of Scurry-Rainbow's working interests
in the spacing units upon which the wells are
drilled. The first three wells were spudded in
mid-November and 12 additional wells are

A service rig working on the Tableland well.
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expected to be completed by December 31, 1983.
Bedford and Postell also have options to drill
another 60 wells before April 30, 1987 under the
same terms and conditions,

Scurry-Rainbow will retain gross overriding
interests in the farmout ranging between 5
percent and 30 percent, depending upon the
rates of production and whether the leases are
freehold or Crown. The lands farmed out are
small, isolated properties more effectively drilled
and developed by smaller companies having
considerable operating experience in this region.

Other

During the summer, a gross overriding royalty
well was drilled at no cost to Scurry-Rainbow on
the Company’s lands in the Netherlands' sector
of the North Sea. The well produced 32 million
cubic feet of gas during testing. An additional
exploratory well may be drilled in 1984. This
North Sea permit covers approximately 105,000
acres and the Company holds a 1.53 percent
interest. In March of 1983, Scurry-Rainbow
relinquished another permit in the North Sea
covering about 51,000 acres in which the
Company held a 2.49 percent interest.

In the second fiscal quarter of 1983, Westcoast
Oil and Gas Corp., a wholly-owned subsidiary,
sold its oil and gas assets in the United States to
HPC, Inc., wholly-owned by Hiram Walker
Resources Ltd. The price of approximately $1.1
million was based on an evaluation of the
properties by outside engineering consultants.
With this sale, the Company has no oil and gas
interests in the United States.

Mining

Scurry-Rainbow completed the sale of the
Gooseberry mine to Asamera, Inc. on January 10,
1983. At the Closing, the Company received U.S.
$3 million and will receive a further U.S. $6
million in equal, annual payments for the next
ten years commencing January 31, 1984, The
Company also retained a net profits interest of 15
percent at gold prices up to U.S. $650 per ounce,
25 percent at gold prices over U.S. $650 per
ounce and 30 percent at gold prices over U.S.
$1,000 per ounce. The mine was started up again
late in May and is now processing between 250
and 300 tons of ore per day.




Production

During 1983, crude oil and natural gas liquids
production, before royalties, averaged 7,598
barrels per day compared with 6,724 barrels per
day in 1982. The major factors contributing to
this 13 percent increase were the continued
improvement in the performance of four oil fields
near the Fort St. John area in British Columbia
and improved markets for production from
Saskatchewan.

The four fields in the Fort St. John area represent
the Company’s major oil producing properties.
The Eagle, West Eagle, Cecil and West Stoddart
oil fields were placed on-stream a number of
years ago and currently account for over 45
percent of Scurry-Rainbow’s total oil production.
Most of this oil now qualifies for the New Oil
Reference Price.

At West Eagle Unit No. 1, crude oil production
increased by 7 percent to 2,588 barrels per day.
This was due to an improved waterflood response
in the central portion of the reservoir, placing six
wells back on production and installing artificial
lift facilities on four wells.

With improved markets, oil production in
Saskatchewan rose by 36 percent to 1,841 barrels
per day, primarily because of increased
production from the Workman Frobisher Unit.

Currently about 52 percent of Scurry-Rainbow’s
crude oil production qualifies for the New Oil
Reference Price, which is more than double the
overall industry average of 25 percent for
conventional crude oil.

Average natural gas sales, before royalties,
increased by 23 percent to approximately 20.6
million cubic feet per day, due to new sales from
the South Wapiti gas field and increased sales
from the Karr gas field; both of which are located
in the Gold Creek area of Alberta.

Production from South Wapiti began on
December 15, 1982, with the Company’s share
averaging 16 million cubic feet per day until
March 31, 1983. At that time, the 1983 contract
volumes had been largely fulfilled and
production was shut-in for essentially the
remainder of the year. Production from the field
resumed on November 1, 1983, the start of the
new contract year, at relatively low nomination
rates. The royalty free period, to which a portion
of the sales from this field are entitled, will
continue through 1984.

AVERAGE DAILY PRODUCTION
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Between November 1, 1982 and March 31, 1983,
the annual contract volumes from the Karr area
were largely fulfilled and the gas processing
plant was shut-in, except for intermittent

Daily Average Production
(Before Royalties and Minority Interests)

periods, until the new contract year commenced
on November 1, 1983. By March 31, 1983, the
Company’s share of sales from the Karr field had
averaged 3.4 million cubic feet of gas per day.

1983 1982
Petroleum Natural Petroleum Natural
Liquids* Gas Liquids’ Gas
(barrels) (thousands of (barrels) (thousands of
cubic feet) cubic feet)
Albertagtets s et mRln 1,455 16,732 1,329 12,249
British Columbia................ 4,200 3,403 3,915 4,438
Saskatchewan .................. 1,841 457 1,357 129
O] T Pl e el e T e 102 30 123 8
PotalF e s 7,598 20,622 6,724 16,824
! Includes crude oil and natural gas liquids
AVERAGE DAILY SALES
NATURAL GAS
MILLIONS OF CUBIC FEET
25

1981 1982 1983
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Proved Reserves

The Company added nearly 1.5 million barrels of
crude oil reserves during 1983, primarily from
fields in the Fort St. John area, replacing more
than 50 percent of the 2.6 million barrels
produced. Natural gas reserves increased by 6
percent because additions from development
drilling in the Karr field and upward revisions at
South Wapiti resulting from improved reservoir
performance, more than offset production.

Sulphur reserves increased marginally due to net
upward revisions at Coleman.

Proved reserves are the estimated quantities of
crude oil, natural gas liquids, natural gas and
sulphur which geological and engineering data
demonstrate with reasonable certainty to be
economically recoverable in future years from
known reservoirs under existing operating and
economic conditions. The reserve estimates are
prepared by Company engineers.

PROVED RESERVES
OIL & GAS LIQUIDS

MILLIONS OF BARRELS
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Financial Review

Management’s Discussion and
Analysis of Financial Condition
and Results of Operations

Management’s discussion relates to the results of
operations, financial condition and changes in
financial condition for the three years ended
September 30, 1983. These comments should be
read in conjunction with the consolidated
financial statements, unaudited supplementary
information, the five year review of operations
and other data contained herein.

EARNINGS

Net earnings for 1983 were $22.5 million, 57
percent higher than the $14.3 million earned in
1982 and more than double the $8.6 million
earned in 1981. Net earnings per common share
amounted to $1.68 in 1983 compared to $1.07 in
1982, and $0.64 in 1981. Increased earnings are
attributed to higher oil and gas income,
suspension of mining operations, and increased
investment income.

REVENUE

The following table summarizes the composition
of operating revenue:

REVENUE — FUNDS FROM — EARNINGS
OPERATIONS

MILLIONS OF DOLLARS
B REVENUE

[ FUNDS FROM QOPERATIONS

Bl EARNINGS

1981 1982 1983

1983 1982 1981
(thousands of dollars)
Crudeoil ............ $57,056 $40,727 $30,106
Naturalgas .......... 17,943 12,503 10,449
Natural gas liquids ... 2,599 1,406 1,202
Sulphur............. 1,381 1,149 2,258
Mining.............. — 310 7,731

$78,979 $56,095 $51,746

Increased operating revenue reflects reduced
Crown royalties, higher oil and gas prices, and
increased production, offset, in part, by the
suspension of mining operations.

Average oil royalty rates, as a percentage of gross
revenue, were 26.1 percent in 1983, down from
the 29.4 percent recorded in 1981. Average
royalty rates for natural gas decreased from 26.3
percent in 1981 to 14.9 percent in 1983. These
royalty reductions result from the overall
reduction in royalty rates initiated by the Alberta
and Saskatchewan governments and with royalty
free status for certain new gas production.

Crude oil production increased 2.2 percent
during the three year period ended September
1983 to 7,227 barrels per day, mainly as a result
of increased production from the Fort St. John

CAPITAL EXPENDITURES
MILLIONS OF DOLLARS

(] LAND ACQUISITION [ OIL & GAS DEVELOPMENT

[ OIL & GAS Il MINING & OTHER
EXPLORATION

- 25

20

- 15

= 10

1981 1982 1983
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area in British Columbia. Gas production
increased 24 percent to 20.6 million cubic feet
per day over the same period as a result of new
gas sales from the South Wapiti and Karr areas of
Alberta.

As a result of amendments to federal/provincial
pricing agreements, signed in 1983, crude oil is
currently categorized into two streams for pricing
purposes. Oil discovered after 1974 attracts
essentially world price, while oil discovered
prior thereto attracts $29.75 per barrel. These
arrangements, coupled with previously scheduled
price increases, served to increase the average
price received for all categories of crude oil to
$29.16 per barrel in 1983 compared to $23.19 in
1982 and $16.18 in 1981. The Company’s oil
production comprises approximately 48 percent
discovered prior to 1974 and 52 percent
subsequent thereto.

The Alberta border price for natural gas
increased $0.25 per thousand cubic feet (“Mct")
February 1, 1983 and a further $0.25 per Mcf to
$2.825 per Mcf on August 1, 1983. The price of
natural gas is tied to 65 percent of the Toronto
refinery gate price of crude oil. To maintain this
relationship only a portion of the scheduled
$0.25 per Mcf price increase scheduled for
February and August 1984 is anticipated. To
arrive at field prices for natural gas the Alberta
border price is incremented by the United States
export price and reduced by transportation
charges to the Alberta border. As a result, field
prices for natural gas averaged $2.80 per Mcf in
1983 up from $2.46 in 1982 and $2.34 in 1981.

EXPENSES AND TAXES

Operating expenses totalled $12.1 million in
1983, down from $12.7 million in 1982 and $20.7
million recorded in 1981, mainly as a result of
the suspension of mining operations in May 1981
and sale of the Gooseberry mine in January 1983.
Oil and gas depletion rates per equivalent barrel
amounted to $3.59 in 1983, $2.69 in 1982 and
$1.94 per barrel in 1981 reflecting higher finding
and development costs. Depletion expenses for
1982 and 1981 have been restated to conform to
the accounting policy as outlined in note 2 to the
consolidated financial statements.

Income tax expense as a percentage of pretax
income increased from 36.4 percent in 1981 to
38.1 percent in 1983, reflecting the phasing out
of earned depletion allowances offset, in part, by
non-deductible mining losses and increased
Alberta Royalty Tax Credit.

As part of the National Energy Program, the
Petroleum and Gas Revenue Tax was
implemented in 1981. This tax totalled $9.6
million in 1983, up from the $2.8 million in
1981, as a result of higher rates and increased oil
and gas revenue.

CAPITAL EXPENDITURES AND
CORPORATE LIQUIDITY

Capital expenditures (net of PIP grants)

amounted to $20.2 million in 1983 compared
with $20.7 million in 1982 and $21.7 million in
1981. The 1983 capital program included 810.5
million on exploration of which approximately
$5 million was spent on exploration programs in
the Beaufort Sea. Development programs
continued during 1983 primarily in the Fort St.
John area of British Columbia and the Gold Creek
area of Alberta with expenditures of $9.4 million.

As part of the National Energy Program, the
Company'’s PIP grants totalled $23 million in
1983 compared with $4.2 million in 1982 and
$3.3 million in 1981. The increase in 1983 relates
mainly to the Beaufort Sea exploration program,
where eligible exploration expenditures are 80
percent recoverable through PIP grants.

Capital expenditures for 1984 are anticipated to
approximate $47 million (net of PIP grants).

Total sources of funds in 1983 amounted to $62.6
million compared to $30.5 million in 1982 and
$22.5 million in 1981. Funds generated from
operations increased to $52.6 million in 1983
and were supplemented by $10.1 million from
other sources, primarily the sale of the
Gooseberry mine and the disposition of the
Company's United States oil and gas assets. Total
sources of funds were sufficient to finance the
capital program and debt obligations,
consequently, at year-end, the Company had
working capital of $35.7 million. This compares
to vear-end working capital deficiencies of $1
million in 1982 and $4.6 million in 1981.

The number of common shares outstanding at
September 30, 1983, after reflecting the

five for one split, remained unchanged from the
prior year at 13,391,780. At year-end, long term
debt represented 6.1 percent of total debt and
equity capital. The Company had approximately
$16 million of unused bank lines of credit, which
together with funds from operations will be
available to finance anticipated capital programs.
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Consolidated Balance Sheet

September 30,
1983 1982
(Expressed in thousands)
Assets (note 2)
CURRENT ASSETS
Cash andshort termidehorits . ;.. ool rrsne e e e b s e, $ 220 $ 6,156
Advances to parent company (note 9) ........... . o il 25,300 =
Accounts receivable
Trade fr e el - e o N s G ot T el 13,621 14,809
Petroleum incentives PrOSram . . .. ....cvvvvemecreivannannannanann 23,832 7,546
Inventories, at lower of cost and net realizable value................. 650 1,669
63,623 30,180
INVESTMENT IN 50% OWNED COMPANY . ... ... 0t 1,054 1,060
PROPERTY, PLANT AND EQUIPMENT (note 3) ..............c.ocou... 141,587 145,318
OTHERASSEESNote S5t n 0t L2k e S i R Sen S e 5,271 854
$211,535 $177,412
Liabilities
CURRENT LIABILITIES
Bankindebtedness [note 4): - i . o i e o e R $ 2,711 $ 5,120
Accounispayanle s n- U e e R 14,538 15,827
Taxes payablessses i o 00 i e R e 9,750 8,451
Due toparentiCOmMPAnYL oo . s e o S M TR s Ch s s 905 1,708
Current portionof long termidebt . i i v st c SIS G 31 31
27,935 31,137
PEEERRERD ERODUETIGN-REVENUE: (e e e e 2,860 1,919
LONGTERNEDEB T (mote B)s .. n sl i o i i o e et 7,689 9,386
DEFERRED: INCOMEFBATTES ... . oo si s it Tesa ot S RS 52,080 36,800
MINORIFYGINTEERESTE s o i i E s S PR e b a1 S 1,922 1,584
Shareholders’ Equity
CAPITAL STOCK (note 6)
Authorized
100,000,000 preferred shares, without par value
200,000,000 common shares, without par value
Issued
13391 780! COMMON SHATES . ;. o .o e e e S SR G R o 9,374 9,374
CONTRIBUTEDRD SURBERIS 1. o0 s ma s e s i ot 23,334 23,334
RECAINED EARNINGS 5 i o s oo o e G i i e s s oy 86,341 63,878
119,049 96,586
$211,535 $177,412

Approved by the Board

// }7 : J{@/“'—}w Director
ZW’ 4 ﬂ,&bcx; Director
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Consolidated Statement of Earnings

REVENUE
Operating - s e e e s T i e
Other income (note 9) ........

EXPENSE
Gperating - o s I s e e
General and administrative ..................... ..o
Depletion and depreciation ............... ... ... ... ...
Interest on long termdebt . ...... . ... ... .. il
Gfherinferest s L ne e ot e T R
Minoptsinterest st s T O

EARNINGS BERORETAXES: ool ol i e s e

ARSI (MOles ) e s s i e L R S e SR e ey
NEEEARNINGS - n e s s i e

EARNINGS:PERISHARK (notelB) .. i oo i on i 8 st s

Year ended September 30,

1983 1982 1981

(Expressed in thousands except
per share amounts)

(note 2)
$78,979 $56,095 $51,746
3,110 479 891
82,089 56,574 52,637
12,134 12,673 20,714
2,303 1,471 1,465
15,029 9,713 9,111
416 1,044 2,635
29 1,029 755
338 26 23
30,249 25,956 34,703
51,840 30,618 17,934
29,377 16,294 9,352
$22,463 $14,324 $ 8,582

$ 1.68 8 1.07 $ 0.64

Consolidated Statement of Retained Earnings

BEGINNING OF YEAR
Asmreviousiyreported = T s e R
Change in accounting policy (note 2) ......................

A TOSIALO U e e e e BT S R e e e
N EIEEARNINGES s el gt o e I i S e

IS MBI DN e e R L b e e S

Year ended September 30,

1983 1982 1981

(Expressed in thousands)

$68,316 $53,153 $43,739
(4,438) (3,599) (2,767)
63,878 49,554 40,972
22,463 14,324 8,582

$86,341 $63,878 $49,554
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Consolidated Statement of Changes in Financial Position

FUNDS WERE OBTAINED FROM
Operations
Net earmings:. i e sliles ol AR T ST ot et il
Items not affecting funds
Depletion and depreciation ...................
Deferred incometaxes ........................
Others S e onisin s i St e il

Disposaliofiassetsiiaiteeas il Cie oo b i SR
Deferred productionrevenue ......................
(0 T A S o R e e e

FUNDS WERE USED FOR
Property, plant and equipment ....................
Reduction in longtermdebt . ......................
Other=; 25 i masiasiisatiectes e T A bUiaormg

INCREASE (DECREASE) IN WORKING CAPITAL .....

WORKING CAPITAL (DEFICIENCY) AT
BEGINNING ORESNEAR S cniict s it

WORKING CAPITAL (DEFICIENCY) AT END OF YEAR

CHANGES IN COMPONENTS OF WORKING CAPITAL
INCREASE (DECREASE) IN CURRENT ASSETS
Cash and short term deposits . . ....................
Advances to parent company .. ....................
Notes receivable from an affiliated company ...... ..
Accounts receivable
Tradefrssasotiniir el v abnay s et
Petroleum incentives program ...................
Income taxes recoverable .........................
Inventariesis e B e RS 52 nO iR RSO e

INCREASE (DECREASE) IN CURRENT LIABILITIES
Bank indebtedness st syl sl o e,
Alccountspayable e e
Taxes:pavable: ol m s Bl ol e
Due to parentcompany ...........................
Current portion of long termdebt .. ................

INCREASE (DECREASE) IN WORKING CAPITAL .. ...

Year ended September 30,

1983 1982 1981

(Expressed in thousands)

(note 2)
$22,463 $14,324 $ 8,582
15,029 9,713 9111
15,280 5,948 4,094
(218) (376) (235)
52,554 29,609 21,552
9,123 366 451
941 287 b21
—_ 263 —_
62,618 30,525 22,524
20,203 20,717 21,667
1,487 6,147 9,104
4,283 — 95
25,973 26,864 30,866
36,645 3,661 (8,342)
(957) (4,618) 3,724

$35,688 $ (957) $(4,618)

$ (5,936) $ 6,091 $ (131)
25,300 = s
= (2,534) (4,020)
(1,188) 6,446 (3,529)
16,286 4,240 3,306
= i (1,527)
(1,019) (375) (449)
33,443 13,868 (6,350)
(2,409) 240 1,162
(1,289) 4,730 (3,008)
1,299 4,611 3,840
(803) 625 (3)
o 1 1
(3,202) 10,207 1,992
$36,645 $ 3,661 $ (8,342)
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Notes to 1983 Consolidated Financial Statements

(Tabular amounts are expressed in thousands except per share amounts)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company’s accounting policies, which conform with accounting principles generally accepted in
Canada, are summarized below:

Principles of Consolidation

The consolidated financial statements include the accounts of all companies in which the Company
has ownership of more than 50% of the voting capital stock.

The Company follows the equity method of accounting for its investment in a 50% owned company.
Under this method the Company’s investment is carried at cost plus its share of undistributed
earnings since the date of acquisition.

The excess of the cost, of shares of subsidiaries and of the investment in the company accounted for
by the equity method, over the underlying net book value at dates of acquisition has been allocated to
property, plant and equipment.

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

0il and Gas Operations

The Company follows the full cost method of accounting for oil and gas operations whereby all
exploration and development costs are capitalized and charged against earnings as set out below.
Capitalized costs include land acquisition costs, geological and geophysical costs, lease rentals and
related charges applicable to non-producing property, costs of drilling both productive and non-
productive wells and overhead charges related to exploration and development activities. Such costs
are generally limited to the future net revenues from estimated production from proved reserves at
current prices and costs and the estimated fair market value of unproved properties. A separate cost
centre is established for each country. Proceeds of disposals are generally credited to cost and no
gains or losses are recognized unless such disposals constitute a major disposition. Costs are depleted
using the unit of production method based upon estimated proved reserves, as determined by
Company engineers. Natural gas reserves and production are converted to equivalent volumes of
crude oil based on the relative energy content.

Depreciation of buildings and equipment, other than production equipment, are depreciated on a
straight-line basis at rates which are estimated to amortize the costs of the assets, less salvage values,
over their useful lives. Production equipment is depreciated using the unit of production method.

Mining Operations

Mining costs are charged to earnings in the period incurred (included in depletion) until such time
as the presence of economically recoverable reserves is established. Proceeds on partial disposition of
properties are generally deducted from the related costs without recognition of gain or loss.

Costs, including equipment costs, are accumulated by producing area and are depleted or depreciated
using the unit of production method based upon estimated recoverable ore reserves, as determined by
Company engineers.

CHANGE IN ACCOUNTING POLICY

Prior to October 1, 1982, the Company followed the full cost method of accounting for oil and gas
operations whereby all exploration and development costs were capitalized and accumulated in the
North America (Canada and the United States) cost centre.

Costs accumulated in the North America cost centre were depleted using the unit of production
method based upon estimated proved reserves, as determined by Company engineers. Oil and gas
production equipment was depreciated on a straight-line basis.
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Effective October 1, 1982 the Company retroactively changed its accounting policy in respect of its oil
and gas operations to the policy described in note 1. These changes were made to conform with the
methods prescribed by the United States Securities and Exchange Commission. The comparative
financial statements for the years ended September 30, 1982 and 1981 have been restated to give effect
to this change. As a result of this change, net earnings decreased by $911,000 ($0.07 per share),
$839,000 ($0.06 per share), and $832,000 ($0.06 per share), for 1983, 1982 and 1981 respectively.
The cumulative effect of the change to September 30, 1982 results in a reduction in retained earnings
of $4,438,000 ($0.33 per share). Under United States accounting principles, the cumulative effect of
the change to September 30, 1982 would be charged to earnings for the year ended September 30,
1983.

PROPERTY, PLANT AND EQUIPMENT

1983
Accumulated
depletion and
Cost depreciation Net
Petroleum and natural gas properties
andeguipments= oL i e $226,311 $90,928 $135,383
Mining properties and equipment
Develaped:oimatatic e - i il e e ol 4,603 345 4,258
UndevelopedssgtaEiaiacy oo o vatontie s S 4,744 2,962 1,782
Land, buildings and other equipment .............. 425 261 164
$236,083 $94,496 $141,587

1982 (note 2)

Accumulated
depletion and
Cost depreciation Net
Petroleum and natural gas properties
and equipment s T REDS - e $214,610 $83,106 $131,504
Mining properties and equipment
Developed:: i tmnt e b o e 14,046 2,815 11,231
Undevelaped! es el i o e s el 4,593 2,978 1,615
Land, buildings and other equipment .............. 1,549 581 968
$234,798 $89,480 $145,318

Costs of petroleum and natural gas properties at September 30, 1983 have been reduced by credits of
$30,513,000 with respect to petroleum incentives program grants.

The developed mining properties pertain to the Company’s interest in mining operations in Nevada.
On January 10, 1983, the Company sold the Gooseberry gold and silver mine in Nevada for a cash
consideration of U.S. $3 million and non-interest bearing notes aggregating U.S. $6 million payable
equally over ten years commencing January 31, 1984. In recording the transaction, the proceeds were
credited to cost and the Canadian value of the notes has been discounted at a rate of 10% to $4,535,000
(included in other assets). The Company has retained a net profits interest ranging from 15% to 30%
depending on the price of gold.

BANK INDEBTEDNESS

Bank indebtedness is partially secured by general assignment of certain accounts receivable and
interests in certain petroleum and natural gas properties. At September 30, 1983, the Company had
unused lines of credit totalling $11,000,000.
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5. LONG TERM DEBT

September 30,
1983 1982
7.25% subordinated dehentures: i s s $7,505 $9,218
[0111) R e e P L e L e 215 199
7,720 9,417
Less; Current portion ot i e s e e 31 31
$7,689 $9,386

The Company has an unused bank revolving term loan facility amounting to $5,000,000 at September
30, 1983. The loan can be drawn on a revolving basis up to April 30, 1985 at which time the balance is
convertible into a term loan, repayable over a period of six years. The loan would bear interest at a
Canadian bank's prime rate and would be secured by a general assignment of certain accounts
receivable and interests in certain petroleum and natural gas properties.

The 7.25% subordinated debentures, due May 1, 1988, are subject to annual sinking fund require-
ments of $1,067,000 on November 1, of each year. Debentures purchased by the Company may be
applied against its sinking fund obligations. Debentures purchased to September 30, 1983 satisfy
installment requirements to November 1, 1983 and a balance of $759,000 remains to be applied
against subsequent sinking fund requirements.

The estimated amount of long term debt maturities and sinking fund requirements for the five years
subsequent to September 30, 1983 are as follows: 1984 — $31,000, 1985 — $339,000, 1986 —
$1,098,000, 1987 — $1,098,000, 1988 — $5,093,000.

CAPITAL STOCK

During the year, the authorized capital stock of the Company was increased to 200,000,000 common
shares without par value. The previously authorized 7,500,000 common shares with a par value of
$3.50 each were split five for one, and in addition, a further 162,500,000 common shares without par
value were created. The Company also created 100,000,000 preferred shares without par value.

As a result, the number of issued and outstanding common shares increased from 2,678,356 common
shares to 13,391,780 common shares. Earnings per share for 1982 and 1981 have been restated to
reflect the split in issued and outstanding shares.
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7. TAXES
Earnings before taxes, and taxes by geographic area are as follows:

Year ended September 30,

1983 1982 1981
(note 2)
Earnings before taxes
Canada .- i@ Sealestie aifi il S i SiRa e st 2 $52,592 $32,890 $21,907
United States = aiitte Ssed sn San sl e oin i (752) (2,272) (3,973)
$51,840 $30,618 $17,934
Taxes
Current income taxes — Canada .. ..................... $ 8,660 $ 6,318 $ 3,473
Deferred income taxes
Canada . . 0l i T At s o i S SR e 15,280 5,948 4,456
United States. . . s we i e SR o — — (362)
15,280 5,948 4,094
Petroleum and gas revenue tax — Canada. . ... . ......... 9,616 5,871 2,820
Incremental oil revenue tax — Canada ................. — 1,246 -
Alberta royalty tax credit —Canada................. ... (4,179) (3,089) (1,035)
$29,377 $16,294 $ 9,352

Deferred income tax expense arises from the following timing differences:

Year ended September 30,

Exploration and development costs deducted

for income tax purposes in excess of

related provision for depletion ...................... .. $15,564
Capital cost allowance claimed for income

tax purposes in excess of related provision

for depreciation ;. s i o TE e e SRR e (284)
Reduction in deferred income taxes resulting

from losses .. . .4 s S e —

1983 1982 1981
(note 2)
$ 5,216 $ 2,132
732 2,324
— (362)
$15,280 $ 5,948 $ 4,094
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Taxes differ from the amounts which would be obtained by applying the Canadian statutory federal
income tax rate to the respective years’ pretax earnings. These differences result from the following:

Barnings befors taxes o
Canadian expected income taxrate ......................

Computed “expected” income tax expense ...............
Royalties and other payments to provincial governments . . .
Petroleum and gas revenue tax ..........................
Federal resource allowance .............................
Depletion allowances on Canadian oil and gas

POl CH ONNGOmMESEMEErS it v e e e
Albertaroyalty taxcredit ......... ..o,
Refund of taxes under incentive plans....................
Losses not currently recognized for income tax purposes . . .
Provincial income taxes net of federal

incometaxiabatement &l il i s e e
() T E Sl Pl e T e e S R s e

R L e s e et e e s e O

Actual tax rate as a percentage of earnings before taxes. . . ..

Year ended September 30,

1983 1982 1981
(note 2)
$51,840 $30,618 $17,934
46% 46% 469,
$23,846 $14,085 $ 8,250
9,535 6,623 6,568
9,616 5,871 2,820
(9,280) (6,130) (5,281)
(1,333) (2,378) (3,069)
(4,179) (3,089) (1,035)
(457) (423) (700)
346 909 1,348
1,267 691 345
16 135 106
$29,377 $16,294 $ 9,352
56.7% 53.2% 52.1%
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8. BUSINESS AND GEOGRAPHIC SEGMENTS

The Company’s operations consist of two business segments, oil and gas and mining, conducted in
Canada and the United States. Presented below is financial information by business segment and

geographic area:

(a) Business segments

Operating revenues

Oiliandigagi s IR Ie
Mining' fosndla e o el

Operating income (loss)

Oil andigag=hui el o= r S e
Mining? st Ten s s s e

Otheriincorme e s S e it
General and administrative
Interest expense s st s s N
Minority interest .......................
Income taxes (net of Alberta royalty tax credit)

Netiearnings: bt e S s o o

Identifiable assets

Oilandipasts st el s
Mining . e el e

Corporateasgetsi i e adl Sin o el
Investment in 50% owned company

Total'ssets 0 i i s

Capital expenditures

O andigas: = e Siais e s s
Mining:s fas e e TS Cer ke

Depletion and depreciation
Qil and gas st Sngne e bl e
Mining: - e e e o e

Year ended September 30,

1983 1982 1981
(note 2)

$ 78,979 $ 55,785 $ 44,015
= 310 7,731
$ 78,979 $ 56,095 $ 51,746
$ 42,923 $ 28,032 $ 23,796
(723) (1,440) (4,695)
42,200 26,592 19,101
3,110 479 891
(2,303) (1,471) (1,465)
(445) (2,073) (3,390)
(338) (26) (23)
(19,761) (9,177) (6,532)
$ 22,463 $ 14,324 $ 8,582
$174,009 $155,414 $138,562
6,040 14,782 13,411
180,049 170,196 151,973
30,432 6,156 65
1,054 1,060 1,074
$211,535 $177,412 $153,112
$ 19,990 $ 19,025 $ 17,743
213 1,692 3,924
$ 20,203 $ 20,717 $ 21,667
$ 14,627 $ 9472 $ 8,135
402 241 976
$ 15,029 $ 9,713 $ 9,111




(b) Geographic areas
Year ended September 30,

1983 1982 1981
(note 2)
Operating revenues (i)
Canadal s a2 nte e R L T s s SN S e o $ 78,942 $ 55,743 $ 44,466
United States: ! st n e s Dt e il el 37 352 7,280

$ 78,979 $ 56,095 $ 51,746

Operating income (loss) (ii)
Canada o s e e e LR S $ 43,207 $ 29,012 $ 23,702
B ited State s s e e (1,007) (2,420) (4,601)

$ 42,200 $ 26,592 $ 19,101

Identifiable assets
Ganada JaGih - s S A A s e A VW SRR $175,819 $153,310 $134,174
United: Statesr s e h e e SR 4,230 16,886 17,799

$180,049 $170,196 $151,973

Capital expenditures
Canadalisy Snihnitar s U sietare it R T el $ 20,190 $ 20,050 $ 18,275
Thited States: iRy s rn ei et i mhie et p e 13 667 3,392

$ 20,203 $ 20,717 $ 21,667

(i) Net ol royaltiesiofs i it liert o rem Sl e $ 24,064 $ 17,273 $ 17,009

(ii) Net of maintenance and repairsof ................. $ 1,586 $ 1,691 $ 1,454

Taxes, other than income taxes,
petroleum and gas revenue tax
and incremental oil revenuetax ... . ... $ 2,534 S $ 1,480

Capital expenditures are net of petroleum incentives program grants of $22,967,000, $4,240,000 and
$3,306,000 for 1983, 1982 and 1981, respectively.

RELATED PARTY TRANSACTIONS

Home Oil Company Limited (“Home) owns approximately 88.5% of the issued and outstanding
shares of the Company. During the three years ended September 30, 1983, Home furnished certain
management, accounting, administrative, technical and other services to the Company and its
subsidiaries at charges equal to the cost of services rendered, which amounted to $6,111,000 (1982 —
$5,245,000; 1981 — $3,812,000).

Advances to parent company carry interest at % above the cost of funds in the commercial paper
market and are payable on demand. The Company earned interest on these advances of $1,573,000
during 1983.

During the year, the Company sold its remaining oil and gas properties in the United States to an
affiliated company for $1,136,000.
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10. REMUNERATION PAID TO DIRECTORS AND SENIOR OFFICERS

11.

Remuneration paid to directors during the year ended September 30, 1983 was $40,000. No
remuneration was paid to senior officers in their capacity as senior officers; such costs are included in
the management fees charged by Home.

CAPITAL COMMITMENTS

Under the terms of agreements with Home, Dome Petroleum Limited and Dome Canada Limited, the
Company agreed to invest a minimum of $163 million over a three year period which commenced
July 7, 1983. In the western Canadian provinces, the Company has committed to spend $55 million on
exploration and development wells. Approximately $108 million is committed to be spent on
exploration lands in the Beaufort Sea. The Company qualifies for maximum grants under the
petroleum incentives program. Accordingly, eligible expenditures incurred in western Canada entitle
the Company to grants of 35% of exploration costs and 20% of development costs. Eligible exploration
costs in the Beaufort Sea entitle the Company to grants of 80%. The Company’s commitment to the
Beaufort Sea program is contingent on the continuance of the petroleum incentives program. To
September 30, 1983, the Company had incurred expenditures of $5,439,000, net of petroleum
incentives program grants of $21,050,000.

s :
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Unaudited Supplementary Information

(a) Selected quarterly financial data
Quarter ended (notes 2 and 6)

December March June September
31, 1982 31, 1983 30, 1983 30, 1983
ROVEIIIE o el e e e s $19,132 $23,626 $18,658 $20,673
BGRBITIATEIY:. - ¢ i D e $15,961 $19,782 $15,412 $16,497
NEBBATRINESL o i s s b s 2ot e s $ 4,678 $ 6,745 $ 5,122 $ 5,918
Parningsiper:share sl el Ladai . $ 035 S 0i51 $ 0.38 $ 0.44
December March June September
31, 1981 31, 1982 30, 1982 30, 1982
REBIIU R - e il oty et o dhotatiatia o2 FoR RO 0 4l atios of i $11,731 $13,928 $15,463 $15,452
GIassimarg st Sl s e $ 9,179 $10,320 $11.835 $11,096
N BRI EE e fars o Lo R EEU e e Rttt $ 3,365 $ 3,382 53,772 $ 3,805
Earningsper shave oo b s U e $§ 0.25 $ 0.25 $ 028 $ 0.29

(b) Oil and gas exploration and production activities

The Company’s oil and gas exploration and producing activities are carried out principally in Canada.
The following unaudited supplementary oil and gas information is provided in accordance with the
United States’ Statement of Financial Accounting Standards (SFAS) No. 69, “‘Disclosures about Oil and
Gas Producing Activities”.

Year ended September 30,

1983 1982 1981
(note 2)

Capitalized Costs
Petroleum and natural gas properties . ..................... $226,311 $214,610 $196,069
Accumulated depletion and depreciation .................. (90,928) (83,1086) (73,763)
N et OkEVARIE Sy e e e e o S $135,383 $131,504 $122,306
Costs Incurred
Acquisition of unproved properties ....................... $ 773 $ — $ 1,407
PR larAHON i e R e e 9,760 3,594 2,476
Blevelapactite s b st e e e R e el 9,355 15,325 13,771
O el et Pl el e et R U PO lE e o, SR et 102 106 89

$ 19,990 $ 19,025 $ 17,743
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Results of Operations for Oil and Gas Producing Activities

Revenues, netofireyallieste: o o0 Jon i v

Productioni({lifting)icosts MEEas o
Petroleum and gasrevenuetax..........................
Incremental oil revenuetax ................. ... ...,
Depletion and depreciation.............................

Income before income tax from oil and gas operations. . . ..
Income tax expense (net of Alberta royalty tax credit) . .. ..

Results of operations for oil and gas operations (excluding

general and administrative overhead and interest costs) . . .

Proved Oil and Gas Reserve Quantities

Year ended September 30,

1983 1982 1981
(note 2)

$ 78,979 $ 55,785 $ 44,015
11,813 11,164 9,264
9,616 5,871 2,820
— 1,246 —
14,627 9,472 8,135
36,056 27,753 20,219
42,923 28,032 23,796
20,031 11,426 10,325
$ 22,892 $ 16,606 $ 13,471

The Company’s proved reserves are based on estimates made by Company engineers. Proved oil and gas
reserves are the estimated quantities of crude oil, natural gas and natural gas liquids which geological and
engineering data demonstrate with reasonable certainty to be recoverable in future years from known
reservoirs under existing economic and operating conditions. Proved developed oil and gas reserves are
reserves that can be expected to be recovered through existing wells with existing equipment and
operating methods. The process of estimating reserves is complex, requiring subjective judgements in the
evaluation of available geological, engineering, economic, and other data in respect of each reservoir. All

of the Company’s proved reserves are located in Canada.

The calculation of reserves of crude oil, including condensate and natural gas liquids, and natural gas is
based on the Company’s share of proved reserves, after the deduction of royalties.

Year ended September 30,

1983 1982 1981
Crude Natural Crude Natural Crude Natural
il Gas il Gas il Gas
(thousands (billions (thousands (billiens (thousands (billions
of of cubic of of cubic of of cubic
barrels) feet) barrels) feet) barrels) feet)
Proved reserves
Beginning of year. .. ... 14,183 134 15,586 105 13,255 121
Revisions of previous
estimates and
improved recovery . . 478 15 (363) 18 3,840 (17)
Discoveries and
extensions .......... 1,127 3 791 16 371 5
Producton v i (2,055) _(6) (1,831) _(5) (1,880) (4)
Endofyear ........... 13,733 lﬁi 14,183 }_3_4 15,586 1_05
Proved developed reserves
Beginning of year. ... .. 14,183 134 15,586 105 13,255 121
Endiofyear ... hnne s 12,936 Eg 14,183 El 15,586 125
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Discounted Future Net Cash Flows and Changes Therein From Proved Reserves

Estimated future cash flows are computed by applying year-end prices, except for fixed and determinable
escalation provisions in contracts, to year-end quantities of proved oil and gas reserves. Estimated future
development costs, production costs, petroleum and gas revenue tax (“P.G.R.T.”), and income taxes (net
of Alberta royalty tax credit), are deducted from estimated future cash flows to arrive at estimated future
net cash flows. Future development and production costs have been computed by estimating the
expenditures to be incurred in developing and producing the proved reserves at year-end, based on
year-end costs and assuming continuation of existing economic and operating conditions. Estimated
future P.G.R.T. levied on oil and gas production from proved reserves, is computed based on rates and
legislation in effect at year-end. Future income tax expense has been computed by applying the
appropriate year-end statutory rates, to the future taxable income to be generated from proved reserves
after making provision for the tax basis of the oil and gas properties. Future net cash flows are discounted
at a rate of 10% per annum to arrive at discounted future net cash flows.

The Company cautions that the discounted future net cash flows from proved oil and gas reserves is
neither an indication of fair market value of the Company’s oil and gas properties, nor of the future cash
flows expected to be generated from such properties. The discounted future net cash flows do not include
the fair market value of exploratory properties and probable or possible oil and gas reserves, nor is
consideration given to the impact of anticipated future changes in crude oil and natural gas prices,
development and production costs, and possible changes to tax and royalty regulations. The prescribed
discount rate of 10% may not appropriately reflect future interest rates.

Discounted Future Net Cash Flows From Proved Oil and Gas Reserves

Year ended September 30,

1983 1982 1981

Estimated future cashiinflows ... . ... i i i $854,872 $817,895 $704,094
Estimated future productioncosts. ........................ (171,300) (133,089) (166,602)
Estimated future developmentcosts ....................... (28,731) (39,000) (29,684)
Batimated fitture G R Shm o sit o o8 i e e e (104,601) (126,000) (92,244)
Estimated future pretax cash flows .......... e e e 550,240 519,806 415,564
Estimated future income tax expenses ..................... (243,535) (237,241) (171,990)
Estimated future net cashiflows. . 0o 0 i, 306,705 282,565 243,574
Discount at 10% per annum for estimated future

et eaS T TIOWS I, e ety vz =i IS e RE e Sl s (153,986) (151,658) (141,444)
Discounted future netcashflows ......................... $152,719 $130,907 $102,130
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Changes in Discounted Future Net Cash Flows Relating to Proved Oil and Gas Reserves

Discounted future net cash flows, before income taxes,

atheginning abyear PR aitte b e e e

Revisions to reserves proved in prior years

Revisions in quantity and timing estimates...............

Net change in prices, net of lifting costs and P.G.R.T.,

relatod to progduBlgR et = e e e
Change in estimated future development costs ...........
Introduction of PaGrRaEmmsiene = v s i e
Other Changaas s e s

A GCTe O Of SO D ot o o o e T g i s

Discoveries and extensions, net of related costs. ............

Previously estimated development costs incurred

during The Ve ar e e . oo e et

Revenue, net of lifting costs and P.G.R.T.,

from Produaon e L e s e

Discounted future net cash flows, before income taxes,

atendiof years e cesalaEseRine s e i S

Discounted future income taxes

At'beginning olsyeRe e 0o i i s S e e
Net.change duringthe yeem 05 a oo o utils i o,

Atendiofyear. o Al ol R

Discounted future net cash flows at end of year.............

1983 1982 1981
$232,657 $167,052 $187,839
17,388 (30,304) (14,506)
29,738 106,713 16,257
8,085 (9,798) 9,270
— = (35,239)
857 1,118 3,328
23,266 16,705 18,784
311,991 251,486 185,733
19,317 14,428 2,853
6,762 4,247 10,397
(57,550) (37,504) (31,931)
280,520 232,657 167,052
(101,750) (64,922) (66,195)
(26,051) (36,828) 1,273
(127,801) (101,750) (64,922)
$152,719 $130,907 $102,130
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Auditors’ Report

To the Shareholders of Scurry-Rainbow Oil Limited

We have examined the consolidated balance sheets of Scurry-Rainbow Oil Limited as at September
30, 1983 and 1982 and the consolidated statements of earnings, retained earnings and changes in financial
position for each of the two years in the period ended September 30, 1983. Our examinations were made
in accordance with generally accepted auditing standards in Canada, and accordingly included such tests
and other procedures as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements present fairly the financial position of the
Company as at September 30, 1983 and 1982 and the results of its operations and the changes in its
financial position for each of the two years in the period ended September 30, 1983 in accordance with
generally accepted accounting principles in Canada applied, after giving retroactive effect to the change
(with which we concur) in the method of accounting for oil and gas operations as explained in note 2 to
the consolidated financial statements, on a basis consistent with that of the preceding year.

We also reviewed the adjustments described in note 2 to the consolidated financial statements that
were applied to restate the 1981 consolidated statements of earnings, retained earnings and changes in
financial position. In our opinion, such adjustments are appropriate and have been properly applied to
those statements.

The consolidated statements of earnings, retained earnings and changes in financial position of
Scurry-Rainbow OQil Limited for the year ended September 30, 1981, before the above restatement, were
examined by other auditors whose report dated November 17, 1981 expressed an unqualified opinion on

those statements.
Calgary, Canada /"—4*"( M

November 16, 1983 Chartered Accountants
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Five-Year Financial and Operating Review

Nine
months
Year ended September 30, ended Year ended
September 30, December 31,
1983 1982 1981 1980 1979
Financial
(Expressed in thousands except per share amounts)
Revenue
Crude oil and natural gas liquids. ............... $ 59,655 $ 42,133 $ 31,308 $ 18,586 $ 22,590
Natural gas and related products . ............... 19,324 13,652 12,707 9,808 10,566
MADTOE oo s aumimim et s srms s — 310 7,731 15,150 10,866
OHhEFANGOIOR wo s s s s avmmms i 3,110 479 891 747 279
$ 82,089 $ 56,574 $ 52,637 $ 44,291 $ 44,301
Earnings
Net earnings before gain on sale of North Sea
properties and extraordinary item............. $ 22,463 $ 14,324 $ 8,582 $ 13,202 $ 12,819
Pershare ............. ... .. .. . .. 1.68 1.07 0.64 0.99 0.96
Net earnings before extraordinary item ............ 22,463 14,324 8,582 13,202 16,082
PRrSHATe: sonman S Domss o sy M 1.68 1.07 0.64 0.99 1.20
Netearnings . ........c.oooiiiiiiiiiiiinaiana... 22,463 14,324 8,582 15,787 18,296
Pershare ......... ... ... .. ... ... ... .. 1.68 1.07 0.64 1.18 1.37
Funds generated from operations ................. $ 52,554 $ 29.609 $ 21,552 $ 26,945 § 27,286
Pershare ......... ... .. cciiiiiiiiiii . 3.92 2.21 1.61 2.01 2.04
Total as8als o srmmweens orprsinmmph suss St W $211,535 $177 412 $153,112 $147,204 $123,181
Long term debt (including current portion) ........ $ 7,720 $ 9417 $ 15,908 $ 25,212 $ 21,613
Capital expenditures
Oil and gas
Land acquisition ............. ... ... ... $ 773 $ — $ 1,407 $ 383 $ 5,334
EXPYOYAION cocromisissnmns sominn s omanse sress 9,760 3,694 2,476 7,292 15,609
DevVBIOPIHBAL i vmssi o ssnans mura s 9,355 15,325 13,771 15,739 14,449
Minig ==z o sogm s ioass Seom: Sens e sress 213 1,692 3,752 2,159 2,528
(8] 1071 T TN - o1 e 102 106 261 93 131
$ 20,203 $ 20,717 $ 21,667 $ 25,666 $ 38,051
Shares outstanding at end of period ............... 13,391,780 13,391,780 13,391,780 13,391,780 13,391,780
Operating
Production
Crude oil and natural gas liquids
—barrelsperday ................ ... ... 7,598 6,724 7,323 7,340 7,768
Natural gas
— thousands of cubic feet
PRRAAY " s s mm s s s s st 20,622 16,824 16,593 17,676 18,812
Drilling activity
Gross wellsdrilled .. ........ ... .. ... ... ... 70 54 70 72 162
Working interest ............. T P —— 53 42 47 46 135
Rovalty interest ........... ... ............... 17 12 23 26 27
NetwellsaHled . oommmmon s s e s 11.93 15.07 10.79 11.08 28.10
O] oo ipamemans G VvHRES TR M SR B.07 6.77 5.84 6.43 15.39
GBS o S eTeEn S SRR SRR SRR 0.50 2.34 2.30 2.13 9.63
Proved oil and gas reserves at end of period
Crude oil and natural gas liquids
— 1008 0F DATTRIS «ovcou srnwnin somuns umne ssvees 17.6 18.9 24.8 20.8 22.6
Natural gas
— billions of cubic feet .........c.iviiviecvais 179 169 183 174 180
Landholdings at end of period (thousands)
Petroleum and natural gas
CIOSE ACTORED oo s s s s M B e e 416 4,342 4,793 5,052 6,136 5,578
Wet acreage s v i ap e s 1,477 1,521 1.681 1,778 1,645
Mining
GrOSS ACKBABE . ...\ ovurvreerinnreocesaionenns 163 462 672 773 597
Netacreage ...........oovuimiiuiiiaannan.. 77 173 217 249 259

The above data incarporate retroactive adjustments
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Price Waterhouse
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The Canadian Bank of Commerce Trust Company
New York, N.Y.

At September 30, 1983, the Company had
13,391,780 common shares issued and
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No dividends have been paid on the common
shares.

The Foreign Investment Review Act (FIRA)
requires prior approval by the Government of
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non-residents of Canada of direct or indirect
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Scurry-Rainbow Qil Limited. FIRA does not
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Toronto American
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High Low High Low
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st gnarter” .. ... 13% 9% 10%s 7%
2nd quarter ........ 12 10 10 8
3rd quarter ........ 17% 9% 14 778
4th quarter ........ 24 167 19% 15%
Close at
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10} i Tl e T e 20 162
Year ended
September 30, 1982
1st quarter ......... 13 8 11%4 676
2nd quarter ........ 10% 6% 8% 5%
3rd quarter ........ 7% 6% 6% 5%
4th quarter ........ 10%2 7Va 8% 52

* Adjusted to reflect five for one share split which became

effective July 5, 1983.

2300 Home Oil Tower
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