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NORTHERN AND CENTRAL GAS CORPORATION LIMITED « 4500 TORONTO-DOMINION CENTRE, TORONTO CANADA MSK 1ES

/ TELEPHONE (416} B66-4000

January 24, 1975
Dear Shareholder:

You are invited to attend a special meeting of the Common Shareholders of Northern and Central
Gas Corporation Limited (“N & C"") to be held at the Commerce Hall, Commerce Court, King and Bay
Streets, Toronto, Ontario, on Thursday, February 27, 1975, at 10:30 a.m. (local time).

The meeting has been called to consider, vote upon, and approve a proposed reorganization of N & C
and certain of its subsidiaries, including 61%-owned Canadian Industrial Gas & Oil Ltd. (“Cigol”). This
will result in a new company to be called Norcen Energy Resources Limited (“Norcen"). '

The reorganization will effect a merger of N & C and Cigol shareholder groups and provide for every
N & C Common Shareholder to receive one Common Share of Norcen in exchange for one N & C Common
Share. Every N & C Second Preference Shareholder and Junior Preference Shareholder will receive one
First Preference Share and Junior Preference Share respectively of Norcen in exchange for each N & C
Preference Share held. The Cigol Common Shareholder will receive seven Common Shares of Norcen for
ten Common Shares of Cigol. '

Norcen will be organized into three main operating groups—oil and gas exploration, development,
production and transmission; distribution of natural gas and gas liquids; and exploration, development and
production of coking and thermal coal.

Asof January 1, 1975 Cigol agreed to purchase, subject to certain conditions, all of the outstanding shares
of Great Plains Development Company of Canada, Ltd. (“Great Plains”), a subsidiary of The Burmah Oil
Company, Limited, for approximately $96,000,000. Great Plains, a substantial natural resource company,
is engaged primarily in the exploration for and production of crude oil and natural gas in Canada. If the

“acquisition is consummated as expected in late February or early March and if the reorganization is effected,

Norcen will hold all of the outstanding shares of Great Plains. If the reorganization is not effected, N & C
will have the right to purchase 229 of such shares, which would result in N & C shareholders having directly
and through Cigol an interest in Great Plains comparable to that which they would have if the reorganization
had been effected. N & C is assisting Cigol in the financing of the acquisition by providing a “‘comfort letter”
to Cigol's bankers. The Board of Directors of N & C endorses this acquisition by Cigol and believes that it
benefits the interests of N & C shareholders.

The shareholders of Norcen will consist of the present holders of the Common Shares, Second Preference
Shares and Junior Preference Shares of N & C and the present public holders of the Common Shares of
Cigol. Norcen will hold all shares of N & C (other than the First Preference Shares, which will remain with
their present holders). The present holders of the Common Shares of N & C will hold 69.2%, of the total
outstanding Common Shares of Norcen and the balance will be held by the present Cigol public share-
holders.

There will be a continuity of the present management of both companies with Edmund C. Bovey,
presently Chairman of the Board of N & C, becoming Chairman of the Board and, as such, responsible for
the general supervision of the affairs and business of Norcen. Edward G. Battle, formerly President of Cigol
and currently President of N & C, will be President of Norcen and will be responsible for the general super-

vifl ay operations of Norcen.
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Edward A. Galvin, Chairman of the Board and President of Cigol, becomes Vice-Chairman of Norcen.
C. Spencer Clark, Vice-Chairman of N & C, will also be Vice-Chairman.

The present Chief Financial Officer of N & C, Timothy G. Sheeres, will be appointed Chief Financial
Officer.

The proposed reorganization has been carefully considered by the Board of Directors, which believes
that it will result in a corporation with development and growth capabilities substantially greater than the
combined separate capabilities of the existing companies. Norcen will be in a better position to take advantage
of potential opportunities in the future through a more flexible and productive utilization of cash flow.
The reorganization will result in a substantially larger and more diversified company with a depth of manage-
ment experience in all phases of the energy industry. The wider equity distribution should facilitate future
debt and equity financing. In addition, the reorganization will facilitate compliance with regulatory require-
ments applicable to the utility operations.

For these reasons, the Board believes that the reorganization is in the best interests of N & C’s share-
holders and that the terms of the reorganization are fair and equitable. Although the pro-forma figures show
a dilution in earnings on an historical basis, the Board nevertheless considers that the exchange ratio is fair
to the shareholders of N & C because of the earnings potential and proven oil and gas reserves of Cigol and
Great Plains. Wood Gundy Limited, financial adviser to N & C, has stated in a letter attached that, in its
opinion, the terms of the reorganization are fair and equitable to the shareholders of N & C. Accordingly,
the Board recommends that you vote in favour of the reorganization.

The accompanying Information Circular and Proxy Statement contains a detailed description of the
proposed reorganization and of the operations of N & C and Cigol, together with financial statements in-
cluding pro-forma financial information. The Information Circular and Proxy Statement also contains a
description of Great Plains, its acquisition, and its pro-forma effect.

In order for the reorganization to become effective, the reorganization must be approved by the votes
of the holders of at least 75% of the shares represented at the special meeting (and at similar meetings of
other classes of N & C shareholders and of the Cigol shareholders) and, in addition, a number of other con-
ditions referred to in the accompanying Information Circular and Proxy Statement must be satisfied.

The dividend of 17¢ per Common Share declared on December 11, 1974 with respect to the first quarter
of 1975 will be paid on March 1, 1975.

It is important that you be present or else represented by proxy at the special meeting. If you do not
expect to be able to attend the meeting in person, would you please complete, date and sign the enclosed form
of proxy and return it in the stamped envelope provided as soon as possible.

Yours sincerely,

Epmunp C. BovEy,
Chairman of the Board.



WOOD GUNDY LIMITED Royal Trust Tower | PO. Box 274, Toronto-Dominion Centre
Toronto, Ontario, Canada M5K 1J5 | Telephone (416) 362-4433

January 10, 1975

Ween)

GUNDY

To the Second Preference, Junior Preference
and Common Shareholders of Northern and
Central Gas Corporation Limited

We have been retained by Northern and Central Gas Corporation Limited (“N & C”’) to advise it in
connection with the proposed consolidation of its operations with those of its subsidiary, Canadian Industrial
Gas & Oil Ltd. (“Cigol”), under a new continuing operating and holding company. We have considered
both the means of accomplishing this and the appropriate ratio between the shares of N & C and the shares
of Cigol on which the consolidation should be based.

Our advice to N & C has been based on extensive familiarity with its affairs gained in our position as its
leading underwriter for some years, and on a similar familiarity with Cigol based on an underwriting connec-
tion with that firm and its predecessor companies extending back to the early 1950’s. In addition, we have
studied and analysed recent appraisals and evaluations of virtually all of the assets and operations of N & C
and Cigol and their subsidiaries prepared by leading independent consulting firms, and have reviewed the
proposed acquisition of all the shares of Great Plains Development Company of Canada, Ltd.

[t is our opinion that the proposed consolidation of N & C and Cigol is in the best interests of the
Common Shareholders of N & C by virtue of producing a stronger and more diversified continuing organiza-
tion with a corporate structure considerably more rational and flexible than the present N & C structure.
In our opinion the proposed method of consolidation, which is the result of much planning and study by N & C
and its professional advisers, is a satisfactory and suitable one.

It is also our opinion that the proposed share exchange ratios—namely, 1 Common Share of the new
company for each Common Share of N & C and 7 Common Shares of the new company for every 10 Com-
mon Shares of Cigol—are fair and equitable to the shareholders of both companies bearing in mind their assets
and earnings, both past and potential, and the historical prices at which their shares have traded in the
market.

Although the proposed basis of consolidation will result in a dilution of the earnings and cash flow
per share of the N & C shareholder, in our opinion this is more than compensated for by a number of fac-
tors. These include—

(i) the added diversification of the new consolidated company,

(i1) the enhanced prospects for growth in assets and earnings of the new company as compared with the
present N & C, and

(iii) the improvement in the ability of the new company, as compared with the present N & C, to deal
with its cash flow and earnings both in the matter of directing them to the most profitable investment
areas or to the payment of dividends.

It is our further opinion that the proposed consolidation and exchange ratios are fair and equitable to
and in the best interests of the holders of the Second and Junior Preference Shares of N & C for two reasons.
Firstly, the consolidation will make available the full earnings of Cigol, rather than merely a portion of them
as at present, as backing for the Preference Share dividends. Secondly, those Preference Shares which are
convertible will benefit from what we believe to be the enhanced prospects of the Common Shares consequent
on the consolidation.

Yours very truly,

WOOD GUNDY LIMITED

od

Per: Davip C. H. STANLEY
Vice-President and Director
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NORTHERN AND CENTRAL GAS CORPORATION
LIMITED

Notice
of
Meeting of Holders of Common Shares

February 27,1975

NOTICE IS HEREBY GIVEN that a meeting of the holders of the Common Shares
of Northern and Central Gas Corporation Limited (N & C”’) will be held at the Commerce
Hall, Commerce Court, King and Bay Streets, Toronto, Ontario, on Thursday, February
27,1975, at 10:30 a.m. (local time), for the following purposes:

(1) to consider and, if thought fit, agree to and adopt an arrangement by N & C
forming part of a proposed reorganization of N & C and certain of its subsidiaries,
all as set forth in the accompanying Information Circular and Proxy State-

ment; and

(2) to transact such other business as may properly come before the meeting or any

adjournment thereof.

The effect of the arrangement and the interests therein of the management and
Directors of N & C are described in detail in the accompanying Information Circular
and Proxy Statement, which is incorporated herein by reference (see, in particular, “De-
scription of the Reorganization’ and “Interests of Management in the Reorganization™).

DATED at Toronto, Ontario, this 24th day of January, 1975.
By Order of the Board of Directors,

W. T. KILBOURNE,
Secretary.

NOTE: If you do not expect to be able to attend the meeting in person, please complete,
date and sign the enclosed form of proxy and return it in the stamped envelope

provided for that purpose.






NORTHERN AND CENTRAL GAS CORPORATION LIMITED
CANADIAN INDUSTRIAL GAS & OIL LTD.

SUMMARY OF INFORMATION CIRCULAR AND PROXY STATEMENT

The Common and the Second and Junior Preference Shareholders of Northern and Central Gas Cor-
poration Limited (“N & C") and the Common Shareholders of Canadian Industrial Gas & Oil Ltd. (*Cigol™),
which is 619%.-owned by N & C, are being asked to consider and vote upon a proposed reorganization of
N & C and certain of its subsidiaries. Under the terms of the reorganization, each of the Common and
Second and Junior Preference Shareholders of N & C and each of the Common Shareholders of Cigol (other
than N & C) would, in effect, have his shares converted into shares of a company to be formed known as
Norcen Energy Resources Limited (“Norcen”).

Business of N & C and of Cigol

N & C is engaged in the distribution of natural gas in the Provinces of Ontario, Quebec and Manitoba;
Cigol is engaged primarily in oil and gas exploration, production and transmission in Canada and exploration
in other areas of the world; N & C's 82%-owned subsidiary Coleman Collieries Limited (‘“Coleman’) is
engaged in the exploration for and production of coal in Alberta. Under the terms of the reorganization,
Norcen would be engaged directly in the oil and gas business presently conducted by Cigol and would
be engaged indirectly (through N & C and Coleman, which would become subsidiaries of the new company)
in gas distribution and coal exploration and production.

Exchange Ratios

Under the terms of the reorganization, the Common and the Second and Junior Preference Shares of
N & C would, in effect, be exchanged for equivalent shares of Norcen on a one-for-one basis, and the Common
Shares of Cigol (other than those held by N & C) would be converted into Common Shares of Norcen on
the basis of seven Common Shares of Norcen for every ten Common Shares of Cigol held. Immediately
following the reorganization, the present holders of Common Shares of N & C would hold approximately
69.29, of the total outstanding Common Shares of Norcen, and the balance of 30.8%, would be held by
the present Cigol public shareholders.

Reasons for the Reorganization

Among other reasons for the reorganization, the reorganization will result in a substantially larger and
more diversified company with wide equity distribution, should facilitate future debt and equity financing
as well as compliance with regulatory requirements applicable to the utility operations, and should enable
more flexible utilization of the cash flow from non-regulated operations,

Conditions to the Reorganization

Inaddition to approval of the reorganization by the shareholders of N & C and of Cigol, the reorganization is
subject to the satisfaction of a number of conditions, including obtaining approval by the Supreme Court of
Ontario, the Lieutenant-Governor in Council of Ontario, the Supreme Court of Alberta and the Public
Utilities Board of Alberta, obtaining consent by N & C's First Mortgage Bondholders, and obtaining rulings
or legal opinions as to Canadian tax matters. Except for any modification of the terms of the reorganization
made at the shareholders’ meetings, the terms of the reorganization may not be modified other than by the
Board of Directors of N & C or of Cigol in order to obtain any of the foregoing court or governmental ap-
provals. In approving the reorganization, the courts are required to have regard to the interests of dis-
sentient shareholders but, subject to such requirement, dissentient shareholders will not have any right to
have their shares appraised and to receive the appraised cash value thereof. See ‘‘Description of the
Reorganization” —‘Rights of Dissentient N & C Shareholders”, *‘Rights of Dissentient Cigol Shareholders”
and "Conditions to the Reorganization”.

Acquisition of Great Plains

Cigol, for the account of Norcen if the reorganization is effected, has agreed to purchase, subject to
certain conditions, all of the outstanding shares of Great Plains Development Company of Canada, Ltd.
(“Great Plains”) for a purchase price of approximately $95,600,000 (subject to certain adjustments). Great
Plains is engaged primarily in the exploration for and production of crude oil and natural gas in Canada.
Consummation of the Great Plains acquisition is not conditional on the reorganization becoming effective.
The acquisition is being made on the basis that, if the reorganization is not effected, Cigol would own all of
the Great Plains shares subject to the right of N & C, which is assisting Cigol in financing $93,000,000 of the



acquisition cost by providing a “comfort letter’” to Cigol's bankers, to purchase 229, of such shares for an
amount equal to 22%, of Cigol’s acquisition cost (which would result in N & C shareholders having directly
and through Cigol an interest in Great Plains comparable to that which they would have if the reorganization
had been effected). If N & C determines to exercise such right, it is expected that N & C would finance the
acquisition cost by issuing debt or shares. The acquisition of Great Plains does not require shareholder

approval.

Comparative Per Common Share Data and Nine Months
Ended
Common Share Dividends December 31, September 30,
1969 1970 1971 1972 1973 1973 1974
N & C (a)
Historical net income (restated).................. $ 62 §$.69 $ .81 § .84 $ .88 § 46 $ .89
Pro-forma
—giving effect to the acquisition of 1009 of Great
Plains before the reorganization. . ............ T .36 .81
—giving effect to the reorganization
but excluding the acquisition of Great Plains. . .53 .61 .69 a2 .82 46 .80
—giving effect to the reorganization
and the acquisition of Great Plains........... .68 .33 .69
Cigol (a)
Historical net income (restated).................. .28 .26 .28 .30 46 .31 35
Pro-forma
—giving effect to the acquisition of 1009, of Great
Plains before the reorganization............. .32 .20 .30
—giving effect to the reorganization
but excluding the acquisition of Great Plains. . 37 43 48 .50 .57 232 .56
—giving effect to the reorganization
and the acquisition of Great Plains........... A48 .25 A48
Dividends per share
D e B T e o ot s 575 .60 .60 .60 .60 45 45
RO s dc sng s s v svasg o st siad sy S s v e 0 = A= = AD 025 .15

(a) Includes extraordinary items and is provided on a fully diluted basis.
As to book values at September 30, 1974, see ‘‘Comparative Per Common Share Data’.

The prospective Directors of Norcen have informally determined that Norcen will adopt a policy
of paying quarterly dividends on the Common Shares of Norcen and that, subject to declaration by the
Board of Directors of Norcen, the initial quarterly dividend will be 17¢ per share, equal to the amount of the
dividend payable on N & C’s Common Shares for the first quarter of 1975.

On December 10, 1974, the day prior to the announcement of the exchange ratios, the closing prices
of N & C and Cigol Common Shares on The Toronto Stock Exchange were $7.75 and $5.25 respectively.



NORTHERN AND CENTRAL GAS CORPORATION LIMITED
CANADIAN INDUSTRIAL GAS & OIL LTD.

INFORMATION CIRCULAR AND PROXY STATEMENT
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NORTHERN AND CENTRAL GAS CORPORATION LIMITED
CANADIAN INDUSTRIAL GAS & OIL LTD.

Information Circular and Proxy Statement
January 24, 1975
INTRODUCTION
General

This Information Circular and Proxy Statement is furnished in connection with the solicitation of
proxies by the management of Northern and Central Gas Corporation Limited (“N & C") for use at:

(i) the meeting called for 10:30 a.m. (Toronto time) on February 27, 1975, of the holders of the Common
Shares of N & C:

(ii) the meeting called for 1:30 p.m. (Toronto time) on February 27, 1975, of the holders of the Second Pref-
erence Shares of N & C; and

(iii) the meeting called for 3:00 p.m. (Toronto time) on February 27, 1975, of the holders of the Junior Pref-
erence Shares of N & C;

and in connection with the solicitation of proxies by the management of Canadian Industrial Gas & Oil
Ltd. (“Cigol”) for use at the special general meeting called for 9:30 a.m. (Calgary time) on February 26, 1975,
of the holders of the Common Shares of Cigol. This Information Circular and Proxy Statement will also be
furnished on request to the holders of other classes of securities of N & C or Cigol.

This Information Circular and Proxy Statement is being mailed on or about January 31, 1975, to each
person entitled to notice of any of the above-mentioned meetings, together with the Chairman's introductory
letter, notice of the particular meeting, and a form of proxy for use at the meeting.

All dollar amounts stated in this Information Circular and Proxy Statement are in Canadian
dollars unless otherwise indicated. In late 1971, Canada announced that for the time being it would
maintain a floating exchange rate for the Canadian dollar. Since that time the Canadian dollar floating
exchange rate has generally followed the United States dollar floating exchange rate. Between December
17, 1971 and January 24, 1975, the high and low noon buying rates for cable transfers in New York
payable in Canadian dollars, as reported by the Federal Reserve Bank of New York, were $1.0442
U.S. and $0.9893 U.S., respectively. On January 24, 1975, the noon buying rate was $1.0051 U.S.

All information provided with respect to the business and properties of Great Plains Development
Company of Canada, Ltd. (‘'Great Plains'") and all information provided in the financial statements of Great
Plains has been furnished to N & C and Cigol by Great Plains for inclusion in this Information Circular and
Proxy Statement. Cigol’s acquisition of Great Plains has not been completed, and N & C and Cigol
are not in a position to verify all of such information.

Proposed Reorganization

The above-mentioned meetings have been called in order that the holders of the Common, Second
Preference and Junior Preference Shares of N & C and the holders of the Common Shares of Cigol may
consider and, if thought fit, approve a proposed reorganization involving N & C and its subsidiaries Cigol
and Coleman Collieries Limited (‘“Coleman”). The reorganization has been approved by the Boards of
Directors of N & C and Cigol (see ‘‘Description of the Reorganization—Exchange Ratios’ as to abstaining
Directors).

The first step in the proposed reorganization involves an “‘arrangement’ by N & C under Ontario law
creating a holding-company structure for N & C. For the purpose of such arrangement, a company called
Newco Ltd. (“Newco") has been incorporated. Newco's share capital will be substantially the same as the
issued share capital of N & C (except that there will be no class of shares of Newco corresponding to the
First Preference Shares of N & C). Under the terms of the arrangement:

(@) N & Cwill transfer to Newco all of the Common Shares of Cigol owned by N & C, representing approxi-
mately 619, of the outstanding shares of Cigol;

A Registration Statement has been filed with the United States Securities and Exchange Commission
covering certain shares of Norcen Energy Resources Limited to be issued in connection with the proposed
reorganization. This Information Circular and Proxy Statement also constitutes a prospectus of Norcen
Energy Resources Limited filed as part of such Registration Statement.

Such securities have not been approved or disapproved by the Securities and Exchange
Commission nor has the Commission passed upon the accuracy or adequacy of this Information
Circular and Proxy Statement. Any representation to the contrary is a criminal offence.

1



(b) N & C will transfer to Newco all of the Class A and Class B Shares of Coleman owned by N & C (repre-
senting approximately 82% of the outstanding common shares of Coleman) and all other equity and debt
securities of Coleman owned by N & C;

(c) Newco will issue to N & C, in consideration for the Cigol and Coleman securities, an interest-bearing
demand subordinated promissory note of Newco in a principal amount equal to the fair market value of the
Cigol and Coleman securities; and

(d) each Common, Second Preference and Junior Preference Share of N & C will automatically be ex-
changed for a share of the corresponding class or series of Newco, with the result that N & C will become a
subsidiary of Newco (no share certificates of Newco will be issued).

The second step in the proposed reorganization—which will be completed as soon as possible after
the arrangement becomes effective—involves an “amalgamation’ under Alberta law of Cigol and Newco
to form one continuing company called Norcen Energy Resources Limited (“Norcen") having the aggregate
assets and liabilities of Cigol and Newco. The arrangement cannot become effective unless Cigol and Newco
are in a position to make the amalgamation effective immediately thereafter.

The holders of each class of warrants for the purchase of Common Shares of N & C will be asked to
agree to exchange their warrants for warrants for the purchase of Common Shares of Norcen having equi-
valent terms.

As a result of the reorganization, the equity securities of N & C and Cigol outstanding prior to the
reorganization (other than the Common Shares of Cigol held by N & C, which will be cancelled, and other than
the First Preference Shares of N & C) will be exchanged for equity securities of Norcen on the following basis
(assuming that the holders of each class of N & C share purchase warrants agree to exchange such warrants

for Norcen warrants):

N &C Norcen
1 Common Share (without par value) 1 Common Share (without par value)
1 $1.06 Second Preference Share, Series A (par 1 $1.06 First Preference Share, Series A (par
value $25.00) value $25.00)
1 $1.50 Second Preference Share, Series B (par 1 $1.50 First Preference Share, Series B (par
value $25.00) value $25.00)
1 $1.50 Junior Preference Share, First Series (par 1 $1.50 Junior Preference Share, First Series (par
value $25.00) value $25.00)
1 Common Share purchase warrant expiring 1 Common Share purchase warrant expiring
June 1, 1977 June 1, 1977
1 Common Share purchase warrant expiring 1 Common Share purchase warrant expiring
August 1, 1977 August 1, 1977
1 Common Share purchase warrant expiring 1 Common Share purchase warrant expiring
June 30, 1978 June 30, 1978
Cigol
10 Common Shares (without par value) 7 Common Shares (without par value)

See “Employees’ Stock Options”. As of September 30, 1974, the book values of N & C and Cigol Common
Shares were $8.21 and $3.78 per share respectively, and the pro-forma book value of a Common Share of
Norcen was $7.35 ($5.15 per .7 of a share). No fractional shares of Norcen will be issued (see “Description of
the Reorganization—Share Certificates and Scrip Certificates”).

Following the reorganization (on the basis of shares outstanding on January 6, 1975) the present
N & C Common Shareholders will hold 69.29% of the outstanding Common Shares of Norcen and the present
Cigol Common Shareholders (other than N & C) will hold 30.8%, of such Common Shares. The present
N & C Common Shareholders, Cigol Common Shareholders (other than N & C), N & C Second Preference
Shareholders, and N & C Junior Preference Shareholders will hold approximately 60.69%, 27%, 5.7% and
6.7%, respectively of the total number of outstanding shares of Norcen carrying voting rights in all cir-
cumstances. (The N & C Common Shareholders, N & C Second Preference Shareholders and N & C
Junior Preference Shareholders presently hold approximately 8397, 7.7%, and 9.3%, respectively of the
total number of outstanding shares of N & C carrying voting rights in all circumstances.)

None of the First Preference Shares of N & C, which are presently non-voting and are non-convertible,
or the debt securities of N & C will be exchanged for securities of Norcen. The debt securities of Cigol will
become debt securities of Norcen.



Diagrammatically described below is the existing organizational structure of N & C and its major
subsidiaries, including N & C’s majority-owned gas utility subsidiaries Gaz Métropolitain, inc. and Greater
Winnipeg Gas Company, and also the proposed structure immediately following the reorganization (showing
in each case share ownership percentages):
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Great Plains Acquisition

Cigol has agreed, for the account of Norcen if the reorganization is effected, to purchase, subject to
certain conditions, all of the outstanding shares of Great Plains Development Company of Canada, Ltd.
(“Great Plains”) for a purchase price of approximately $95,600,000 (subject to certain adjustments). Cigol
has arranged to finance $93,000,000 of the purchase price through long-term bank borrowings secured by a
pledge of the Great Plains shares; N & C is not guaranteeing such borrowings, but is assisting Cigol in financing
the acquisition by providing a “‘comfort letter” to Cigol's bankers. Great Plains is engaged primarily in the
exploration for and production of crude oil and natural gas in Canada. Consummation of the Great Plains
acquisition is not conditional on the reorganization becoming effective. The acquisition is being made on the
basis that, if the reorganization is not effected, Cigol would own all of the Great Plains shares subject to the
right of N & C to purchase 229, of such shares for an amount equal to 22% of Cigol's acquisition cost (which
would result in N & C shareholders having directly and through Cigol an interest in Great Plains comparable
to that which they would have if the reorganization had been effected). If N & C determines to exercise such
right, it is expected that N & C would finance the acquisition cost by issuing debt or shares. The acquisition
of Great Plains does not require shareholder approval. See ‘“‘Acquisition of Great Plains”.

PURPOSE OF THE REORGANIZATION

N & C is a public Ontario corporation whose direct operations consist of the distribution of natural
gas in Ontario. Since the commencement of operations in Ontario in 1959, N & C has made a number of
significant corporate acquisitions not only in the gas distribution field in Ontario, Quebec and Manitoba,
but also in other energy and resource-oriented areas, particularly oil, gas and coal exploration, develop-
ment and production.

N & C owns approximately 61%, of the outstanding Common Shares of Cigol, which is a public Alberta
corporation organized in 1965 in order to combine in a single corporate entity a number of companies whose
principal operations were in oil and gas exploration, development and production. Since 1965 Cigol has
made a number of significant corporate acquisitions primarily related to oil and gas exploration, production
and transmission.

N & C also owns approximately 829, of the outstanding Class A and Class B (common) Shares of

Coleman, which is a public Alberta corporation engaged in the exploration for and production of coal in
Alberta.

The proposed reorganization would result in Norcen being engaged directly in the operations presently
conducted by Cigol, primarily oil and gas exploration, production and transmission in Canada and oil and gas
exploration in other areas of the world, and, if the Great Plains acquisition is consummated, indirectly in the
oil and gas operations of Great Plains; Norcen would be engaged indirectly in the exploration for and pro-
duction of coal in Alberta through the holding of the shares of Coleman presently held by N & C. N & C
would be a subsidiary of Norcen and, consequently, Norcen would be engaged indirectly in gas distri-
bution operations in Ontario, Quebec and Manitoba.

The purpose of the reorganization is to combine the present N & C and Cigol public shareholders into
one larger company which it is expected will provide many advantages over the present corporate arrange-
ment. Included among the advantages foreseen as arising from the reorganization are the following:

(a) The new company and its shareholders will be less affected by specific factors from time to time affecting
the respective businesses of N & C and Cigol and their shareholders.

(b) The wider ownership of the shares of Norcen than exists for the shares of N & C or Cigol and the
resultant more active trading of its shares should give Norcen better access to markets for equity capital.
(c) Norcen will be able to pursue more flexible borrowing and other financial and investment policies than
N & C because of its broader equity base and because it will not be subject to the u tility-type restrictive
covenants applicable to N & C under the terms of N & C's senior indebtedness.

(d) Direct ownership by the parent company of the oil and gas operations should result in more flexible
utilization of the cash flow from such operations.

(e) As a result of the transfer to Norcen of N & C's non-utility investments, the regulatory process and
regulatory accounting and reporting applicable to the N & C utility operations will be facilitated.

(f) Combining the present N & C and Cigol public shareholder groups should facilitate organizational
simplification of the group of companies.



DESCRIPTION OF THE REORGANIZATION
Newco

To facilitate the reorganization, Newco was incorporated under the laws of the Province of Alberta on
December 5, 1974, with a nominal share capital. Prior to the reorganization, Newco's share capital will be
changed so as to be substantially the same as the issued share capital of N & C, except that there will be
no class of shares of Newco corresponding to the First Preference Shares of N & C and, accordingly, the
class of shares of Newco corresponding to the Second Preference Shares of N & C will be designated as the
First Preference Shares of Newco. The Directors of Newco are Edmund C. Bovey, Edward G. Battle and
Timothy G. Sheeres, who are Officers of N & C. The only shares of Newco presently outstanding (the three
incorporators’ shares) are held in trust for the purposes of the reorganization and, upon completion of the
reorganization, such shares will be cancelled. The assets and liabilities of Newco will be negligible before
the arrangement becomes effective.

The shareholders of Newco at a meeting held on December 20, 1974 unanimously adopted an agreement
providing for the amalgamation of Newco with Cigol to form a single company (Norcen), and, subject to
the fulfilment of the conditions to the reorganization and the adoption of the amalgamation agreement by
the shareholders of Cigol (see ‘“Amalgamation of Cigol and Newco™), Newco proposes to apply jointly with
Cigol to the Supreme Court of Alberta for approval of the amalgamation.

Arrangement by N & C

On December 11, 1974 N & C’s Board of Directors authorized N & C to make an arrangement pursuant
to Section 193 of The Business Corporations Act of Ontario, and on the same date N & C entered into an
agreement with Newco for the purpose of carrying out the provisions of the arrangement (including the
issuance by Newco of the necessary securities). A copy of the scheme of arrangement is set forth as Schedule
A to this Information Circular and Proxy Statement and a copy of the agreement between N & C and Newco
is set forth as Schedule B. To become effective under The Business Corporations Act the arrangement must:

(a) firstly, be agreed to and adopted, with or without variation, by the votes of the holders (present in
person or represented by proxy) of at least 759 of the shares of N & C represented at each of the following
meetings called for the purpose of considering the arrangement:

(i) ameeting of the holders of the Common Shares of N & C called for 10:30 a.m. on February 27, 1975;

(ii) a meeting of the holders of the Second Preference Shares of N & C called for 1:30 p.m. on February
27, 1975; and

(iii) a meeting of the holders of the Junior Preference Shares of N & C called for 3:00 p.m. on February
27, 1975;

(b) secondly, be approved by the Supreme Court of Ontario; and

(c) thirdly, be the subject of a certificate issued by the Minister of Consumer and Commercial Relations
of Ontario, the arrangement becoming effective upon the date set forth in such certificate.

Under the terms of the arrangement, N & C will transfer to Newco all of the securities of Cigol and of
Coleman owned by N & C, viz., 13,112,529 Common Shares of Cigol and 184,630 Class A (voting common)
Shares, 729,007 Class B (non-voting common) Shares and certain other equity and debt securities of Coleman.
As a result of such transfer, Newco will own approximately 619, of the outstanding Common Shares of Cigol
and approximately 82% of the outstanding common shares of Coleman. In consideration for the Cigol and
Coleman securities, Newco will issue to N & C an unsecured promissory note, payable 60 days after demand,
in a principal amount equal to the fair market value of the Cigol and Coleman securities as established in good
faith by N & C and Newco. In the case of the Cigol shares, fair market value was established at $66,855,000,
the weighted average sales price of such shares on The Toronto Stock Exchange during the eight
trading days commencing on the third trading day following December 11, 1974, the date on which the
arrangement was authorized by N & C's Board of Directors, and, in the case of the Coleman securities,
fair market value will be established by such method as, in the opinion of N & C and Newco, is reasonable
in the circumstances. In the event that the Canadian tax authorities should value the Cigol and Coleman
securities at an amount other than the sale price determined on the foregoing basis, then the price (and the
stated principal amount of the promissory note) will be adjusted to the amount of the valuation by the tax
authorities. The promissory note will bear interest at such annual rate as, when applied to the stated
principal amount of the note, will result in the payment of an annual interest charge of approximately
$6,300,000. The promissory note will be prepayable by Newco on 60 days’ notice. The principal of and
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interest on the promissory note may be subordinated in right of payment to all other indebtedness of Newco
(or, following the amalgamation, Norcen) incurred for money borrowed or incurred in connection with
acquisitions, except that regular interest payments may be made notwithstanding a default on such other
indebtedness.

The arrangement also provides for each share of N & C outstanding immediately prior to the arrange-
ment becoming effective (other than any of the First Preference Shares) to be exchanged on a one-for-one
basis for an equivalent share of Newco, except that the shares of Newco issued in exchange for Second Pref-
erence Shares of N & C will be designated as First Preference Shares of Newco.

The above-mentioned securities of Cigol and Coleman to be transferred by N & C to Newco are subject
to a floating charge securing the outstanding First Mortgage and Collateral Trust Bonds of N & C and,
accordingly, the transfer requires the consent of the holders of such Bonds in accordance with the provisions
in that regard of the trust indenture pursuant to which the Bonds have been issued. See *'Conditions to the
Reorganization''.

Under its terms the arrangement will not become effective before Cigol and Newco are in a position
(subject to the arrangement becoming effective) to file with the Registrar of Companies of Alberta all final
court orders and such other material as may be required to enable a certificate of amalgamation to issue
continuing Cigol and Newco as one company called Norcen (see “Amalgamation of Cigol and Newco”).
In addition, the arrangement will not become effective unless and until certain conditions have been satisfied
(see “Conditions to the Reorganization').

Upon adoption of the arrangement by the shareholders of N & C at each of the above-mentioned
meetings, N & C will apply to the Supreme Court of Ontario for an order of the Court approving the arrange-
ment subject to the satisfaction of any then unsatisfied conditions to the arrangement. If the Court approves
the arrangement and all conditions are satisfied, N & C will file with the Minister of Consumer and Commer-
cial Relations of Ontario a statement in prescribed form and such other material as may be required by the
Minister in order that he may issue a certificate making the arrangement effective.

Rights of Dissentient N & C Shareholders

Section 194 of The Business Corporations Act of Ontario requires that, unless the Supreme Court of
Ontario otherwise directs, N & C shall notify in such manner as the Court may direct each of its shareholders
who dissents from the arrangement of the time and place at which N & C intends to apply to the Court for
an order approving the arrangement. The Act also provides that, upon the application, the Court shall hear
and determine the matter and may approve the arrangement as presented or subject to compliance with such
terms and conditions as the Court thinks fit, having regard to the rights and interests of dissentient share-
holders or any of them. Subject to the foregoing, dissentient shareholders will not have any right under
Ontario law to have their shares appraised and to receive the appraised cash value thereof. In order to be
considered a dissentient shareholder, a shareholder must have voted against the arrangement.

Amalgamation of Cigol and Newco

On December 11, 1974 Cigol's Board of Directors authorized the amalgamation of Cigol with Newco pur-
suant to Section 156 of The Companies Act of Alberta, and on the same date Cigol entered into an amalgama-
tion agreement with Newco, a copy of which agreement is set forth as Schedule C to this Information Circular
and Proxy Statement. To become effective under The Companies Act the amalgamation must:
(a) firstly, be adopted, with or without variation, by at least 759, of the votes cast by the Common Share-
holders of Cigol present in person or represented by proxy at a special general meeting called for the purpose
of considering the amalgamation (the shareholders of Newco having previously adopted the same);

(b) secondly, be approved by the Supreme Court of Alberta (following written approval by the Registrar of
Companies of Alberta); and

(c) thirdly, be the subject of a certificate of amalgamation issued by the Registrar of Companies of Alberta,
the amalgamation becoming effective upon the date set forth in such certificate.

Upon the amalgamation becoming effective, the two amalgamating companies, Cigol and Newco, will
continue as one company (Norcen) having all of the assets and all of the liabilities (including the promissory
note of Newco referred to under “Arrangement by N & C’') of the two amalgamating companies. The re-
organized corporate structure will be as outlined in the diagram headed “After Reorganization” under "In-
troduction—Proposed Reorganization”. The Common Shares of Cigol held by Newco (being all those now
held by N & C) will be cancelled and the remaining shareholders of Cigol will own seven Common Shares
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of Norcen for every ten Common Shares of Cigol held; such shareholders will collectively hold (on the basis
of shares outstanding on January 6, 1975) approximately 30.8%, of the outstanding Common Shares of
Norcen and approximately 27% of the voting rights attached to the outstanding shares of Norcen of all
classes. The present holders of Common and Second and Junior Preference Shares of N & C (who will own
shares of Newco at the time the amalgamation becomes effective) will receive equivalent shares of Norcen
on a one-for-one basis; the present holders of Common Shares of N & C will collectively hold (on the basis
of shares outstanding on January 6, 1975) approximately 69.29 of the outstanding Common Shares of
Norcen and approximately 60.6% of the voting rights attached to the outstanding shares of Norcen of all
classes. Assuming the conversion of all convertible Preference Shares of Norcen and the exercise of all share
purchase warrants of Norcen, but not the exercise of any employees’ stock options, immediately after the
reorganization the present holders of N & C shares and warrants would hold approximately 76.19, of the
outstanding Common Shares of Norcen and the present Cigol shareholders would hold approximately 23.9%,
of such Common Shares. (The holders of scrip certificates evidencing fractional interests in Common Shares
of N & C and of Cigol will be entitled to receive bearer non-voting and non-dividend-bearing scrip certificates
evidencing rights to receive certificates for Common Shares of Norcen (on the basis of the respective ratios
for the exchange of N & C and Cigol Common Shares for Norcen Common Shares) upon surrendering the
scrip certificates evidencing such rights together with other scrip certificates evidencing similar rights
aggregating a whole number of shares; the Common Shares of Norcen underlying such scrip certificates
will be sold after December 31, 1977, with the proceeds of sale and any accumulated dividends being held
in trust for the holders of such scrip certificates.) For a description of the share and debt capital of Norcen
following the reorganization, see ‘‘Description of Share Capital of Norcen” and “Capitalization’".

As mentioned above, the shareholders of Newco before the arrangement voted unanimously on December
20, 1974 in favour of the amalgamation with Cigol and, accordingly, no further meeting of Newco will be held
in connection with the amalgamation with Cigol. The holders of the Common Shares of Cigol will vote on
the amalgamation at a special general meeting called for 9:30 a.m. on February 26, 1975. N & C intends to
vote all of its Common Shares of Cigol in favour of the amalgamation; as the principal shareholder of Cigol
(619;), N & C has a material interest in the amalgamation.

Under its terms, the amalgamation will not become effective before N & C has filed with the Minister
of Consumer and Commercial Relations of Ontario a statement in prescribed form and such other material
as may be required by the Minister in order that he may issue his certificate making the arrangement effective
and the Minister has issued such certificate. In addition, the amalgamation will not become effective unless
and until certain conditions have been satisfied (see ‘‘Conditions to the Reorganization'').

Immediately after the amalgamation is adopted by the affirmative vote of 759, of the votes cast at the
Cigol meeting, Cigol and Newco will jointly apply to the Supreme Court of Alberta for an order approving the
amalgamation subject to the satisfaction of any then unsatisfied conditions to the amalgamation. If the
amalgamation is approved by the Supreme Court of Alberta and all conditions are satisfied, Cigol and
Newco will file with the Registrar of Companies of Alberta such final court orders and other material as may
be required by the Registrar in order that he may issue a certificate making the amalgamation effective as
soon as possible after the arrangement becomes effective.

Rights of Dissentient Cigol Shareholders

Section 156 of The Companies Act of Alberta requires that, unless the Supreme Court of Alberta other-
wise directs, Cigol and Newco shall each notify in such manner as the Court may direct each of its shareholders
who dissents from the amalgamation of the time and place at which Cigol and Newco intend to apply
to the Court for an order approving the amalgamation. The Act also provides that, upon the applica-
tion, the Court shall hear and determine the matter and may approve the amalgamation agreement as pre-
sented or subject to compliance with such terms and conditions as it thinks fit, having regard to the rights
and interests of all parties including dissentient shareholders and creditors. Subject to the foregoing, dis-
sentient shareholders will not have any right under Alberta law to have their shares appraised and to receive
the appraised cash value thereof. In order to be considered a dissentient shareholder, a shareholder must have
voted against the amalgamation.

Exchange Ratios

The terms of the reorganization, including the ratios for converting shares of N & C (or Newco) and
Cigol into shares of Norcen, were negotiated by the managements of N & C and Cigol and were unanimously
approved by the Boards of Directors of N & C and Cigol, with one N & C Director and five Cigol Directors
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abstaining. The abstaining N & C Director is also a Director of an institution holding shares of both N & C
and Cigol (see “Proxy Solicitation and Voting of Shares — Voting of Shares and Principal Holders”); the
five abstaining Cigol Directors were the four Directors who are also Directors of N & C and the Director
who is Chairman of Nesbitt, Thomson and Company, Limited, which has been retained by Cigol as financial
adviser in connection with the reorganization.

Wood Gundy Limited, financial adviser to N & C, has advised N & C as follows:

“Our advice to N & C has been based on extensive familiarity with its affairs gained in our position as
its leading underwriter for some years, and on a similar familiarity with Cigol based on an underwriting
connection with that firm and its predecessor companies extending back to the early 1950's. In addition,
we have studied and analysed recent appraisals and evaluations of virtually all of the assets and operations of
N & C and Cigol and their subsidiaries* prepared by leading independent consulting firms, and have review-
ed the proposed acquisition of all the shares of Great Plains Development Company of Canada, Ltd.

It is our opinion that the proposed consolidation of N & C and Cigol is in the best interests of the Com-
mon Shareholders of N & C by virtue of producing a stronger and more diversified continuing organization
with a corporate structure considerably more rational and flexible than the present N & C structure. In our
opinion the proposed method of consolidation, which is the result of much planning and study by N & C
and its professional advisers, is a satisfactory and suitable one.

It is also our opinion that the proposed share exchange ratios—namely, 1 Common Share of the new
company for each Common Share of N & C and 7 Common Shares of the new company for every 10 Common
Shares of Cigol—are fair and equitable to the shareholders of both companies bearing in mind their assets
and earnings, both past and potential, and the historical prices at which their shares have traded in the
market.

Although the proposed basis of consolidation will result in a dilution of the earnings and cash flow per
share of the N & C shareholder, in our opinion this is more than compensated for by a number of factors.
These include—

(i) the added diversification of the new consolidated company,

(ii) the enhanced prospects for growth in assets and earnings of the new company as compared with

the present N & C, and

(iii) the improvement in the ability of the new company, as compared with the present N & C, to

deal with its cash flow and earnings both in the matter of directing them to the most profitable
investment areas or to the payment of dividends.

It is our further opinion that the proposed consolidation and exchange ratios are fair and equitable to
and in the best interests of the holders of the Second and Junior Preference Shares of N & C for two reasons.
Firstly, the consolidation will make available the full earnings of Cigol, rather than merely a portion of them
as at present, as backing for the Preference Share dividends. Secondly, those Preference Shares which are
convertible will benefit from what we believe to be the enhanced prospects of the Common Shares consequent
on the consolidation.”

Nesbitt, Thomson and Company, Limited, financial adviser to Cigol, has advised Cigol as follows:

“Our advice to Cigol has been based on extensive familiarity with the affairs of both Cigol and N & C
gained in a position as securities underwriter to each company.

Our analysis of the proposed reorganization included a study of recent evaluations of the assets of both
companies™ substantially all of which were evaluated by recognized independent appraisers; consideration of
relative market prices of the two companies’ shares, their historical revenues and earnings, their financial
condition, the book values of their assets; an evaluation of the nature and prospects of their respective
businesses and of that of Norcen and of the value to be received by shareholders of each company in terms
of dividends and participation in Norcen. We have also considered the proposed acquisition of Great Plains
Development Company of Canada, Ltd. (“Great Plains") by Cigol, the involvement by N & C in such acqui-
sition including its right to acquire 229, of Great Plains, and the terms of financing for such acquisition. In
addition, we had extensive discussions with senior executives and the directors of each of Cigol and N & C.

Taking into consideration our conclusions with respect to the foregoing and other factors we consider
relevant in this instance, it is our opinion that the reorganization is in the interests of the shareholders of

*N & C and Cigol are advised that Wood Gundy Limited and Nesbitt, Thomson and Company, Limited
studied recent reports as to the oil and gas reserves of Cigol and the coal reserves of Coleman.
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Cigol and that an exchange ratio of 7 common shares of Norcen for every 10 shares of Cigol and 1 common
share of Norcen for each common share of N & C would represent a fair and equitable exchange for the
shareholders of Cigol."”

No representative or controlling person of Wood Gundy Limited or Nesbitt, Thomson and Company,
Limited is a Director or Officer of N & C or Cigol, except that J. lan Crookston, Chairman of the Board
of Nesbitt, Thomson and Company, Limited, is a Director of Cigol (see “Interests of Management in the
Reorganization’). Neither of such firms holds of record, or, to the best of the knowledge of the N & C and
Cigol managements, beneficially, any securities of N & C or Cigol, nor does any member of either firm hold
of record, or, to the best of the knowledge of the N & C and Cigol managements, beneficially, a significant
number of such securities. Wood Gundy Limited was retained by N & C and will receive $75,000 for its
services. Nesbitt, Thomson and Company, Limited was retained by Cigol and will receive $75,000 for its
services.

See ““Interests of Management in the Reorganization” as to interests of Directors and Officers of N & C
and Cigol in the reorganization and see ‘‘Management of N & C—Directors” and ‘““Management of Cigol—
Directors” as to ownership of securities of N & C and Cigol by Directors of N & C and Cigol.

Conditions to the Reorganization

In addition to approval of the arrangement by the shareholders of N & C and the Supreme Court of
Ontario as set forth under “Arrangement by N & C” and the approval of the amalgamation by the share-
holders of Cigol and the Supreme Court of Alberta as set forth under “Amalgamation of Cigol and Newco",
the reorganization is subject to a number of conditions, including: (i) approval of certain aspects of the
reorganization by the Lieutenant-Governor in Council of Ontario and by the Public Utilities Board of
Alberta, (ii) the receipt of certain rulings from tax authorities or legal opinions as to the Canadian tax
consequences of the reorganization (the receipt of rulings or further opinions as to the United States tax con-
sequences of the reorganization not being a condition), (iii) the absence of additional terms and conditions im-
posed by the Supreme Court of Ontario, the Supreme Court of Alberta, the Lieutenant-Governor in Council of
Ontario, or the Public Utilities Board of Alberta which, in the opinion of the Board of Directors of N & C or
the Board of Directors of Cigol, would be unduly detrimental to the respective interests of N & C or
Cigol or their respective shareholders, (iv) consent to the sale by N & C to Newco of the Cigol and
Coleman securities by the holders of 6623%, of the aggregate principal amount of the outstanding First
Mortgage and Collateral Trust Bonds of N & C given in writing, or consent by such Bondholders given
by resolution passed by at least 66249, of the votes cast thereon at a duly-constituted meeting of such
Bondholders, and (v) the absence of extraordinary dividends or dividends in shares or capital distributions
or share issuances (except as contemplated by the reorganization or pursuant to outstanding rights), in
each case without the consent of the Directors of Cigol and Newco. In addition, the reorganization is
conditional on it being completed no later than December 31, 1975, unless such date is extended by
further shareholder action. There is no condition which would be applicable in the event of material changes
or developments affecting either N & C or Cigol occurring between December 11, 1974, the date of the
reorganization agreements, and the date on which the reorganization becomes effective. Consummation by
Cigol of the acquisition of Great Plains is not a condition to the reorganization. See ““Regulatory Board
Approvals”, "“Tax Consequences of the Reorganization”, “Rights of Dissentient N & C Shareholders”,
“Rights of Dissentient Cigol Shareholders” and ‘‘Acquisition of Great Plains”. For a full statement of the
conditions, see the scheme of arrangement and the agreement of amalgamation as set forth in Schedules
A and C hereof.

It is the intention of the Directors of N & C not to proceed with the reorganization if tax rulings or legal
opinions received by N & C are to the effect that the N & C shareholders whose shares are capital property
would be required, under the Income Tax Act of Canada, to recognize a capital gain or a capital loss on the
exchange of their shares under the arrangement. Similarly, it is the intention of the Directors of Cigol and
of Newco not to proceed with the reorganization if tax rulings or legal opinions received by Cigol and Newco,
respectively, are to the effect that the Cigol shareholders and the Newco shareholders, respectively, whose
shares are capital property would be required, under the Income Tax Act of Canada, to recognize a capital
gain or a capital loss upon the amalgamation.

Except for any modification of the terms of the arrangement or of the amalgamation made at the share-
holders' meetings, the terms of the arrangement or amalgamation may not be modified other than by the
Board of Directors of N & C or of Cigol, as the case may be, in order to obtain any of the foregoing court or
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governmental approvals. No such modification would be required to be resubmitted to shareholders for
approval.

Regulatory Board Approvals

Under the provisions of The Ontario Energy Board Act of Ontario, the acquisition by Newco of the
N & C shares may not be effected without first obtaining the leave of the Lieutenant-Governor in Council
of Ontario. Application for such leave will be made to the Ontario Energy Board, which is required to hold
a public hearing on the application and to submit its report and opinion thereon to the Lieutenant-Governor
in Council.

Under the provisions of The Gas Utilities Act of Alberta, the transfer of the Cigol shares by N & C to
Newco pursuant to the terms of the arrangement, and the amalgamation of Cigol and Newco, require the
approval of the Public Utilities Board of Alberta.

Tax Consequences of the Reorganization
N & C Shareholders and Warrantholders
Canadian Taxes— Residents of Canada

Provided that the Income Tax Act of Canada is amended as proposed in the November 18, 1974 Federal
Budget, and provided that similar appropriate amendments are made, where necessary, to any relevant
provincial statute levying an income tax, each person resident in Canada who owns shares of N & C that
are capital property to him will, if he so chooses, not realize any capital gain or loss for Canadian income
tax purposes in respect of the disposition by him of his shares of N & C in the course of the reorganization.
Where he has so chosen, for the purposes of the Income Tax Act the cost to him of any shares of Norcen
acquired by him by virtue of the reorganization will be
(a) where he has acquired the N & C shares after 1971, an amount equal to the adjusted cost base to him
of any N & C shares given up by him on the reorganization in order to acquire the Norcen shares, and
(b) in any other case, determined by reference to the Income Tax Application Rules, 1971 as if the Norcen
shares were, and always had been, the N & C shares.

Any person resident in Canada who owns warrants to acquire shares of the capital stock of N & C and
who, by virtue of the reorganization, disposes of such warrants and acquires warrants to acquire shares of
Norcen will

(a) realize a gain equal to the amount, if any, by which the fair market value of any warrants of Norcen

that he can be considered to have received as consideration for giving up his warrants of N & C
exceeds the cost to him, determined for the purposes of the Income Tax Act, of his N & C warrants
immediately before the reorganization, or

(b) sustain a loss equal to the amount, if any, by which the cost to him, determined for the purposes

of the Income Tax Act, of his N & C warrants immediately before the reorganization exceeds the
fair market value of any warrants of Norcen that he can be considered to have received as con-
sideration for giving up his warrants of N & C,
as the case may be. If the N & C warrants were capital property to the holder thereof, such gain or loss
will be a capital gain or capital loss; in any other event, such gain or loss will be business income or will
be business loss.

Canadian Taxes— Non-Residents of Canada

Non-residents of Canada who own shares or warrants of N & C that are capital property to them will, in
computing income for Canadian tax purposes, not be required to recognize any capital gain or permitted to
recognize any capital loss arising on the disposition by them of such warrants or shares in the course of the
reorganization because such warrants and shares will not be taxable Canadian property within the meaning
of the Income Tax Act.

United States Taxes

In the opinion of United States tax counsel, while the matter is not free from doubt, the reorganiza-
tion should be tax-free to United States citizens, residents or corporations who hold Common, Second Prefer-
ence and/or Junior Preference Shares of N & C, i.e., such shareholders would not recognize any gain or loss
on the exchange of their respective shares of N & C for equivalent shares of Newco or on the conversion of
such Newco shares into equivalent shares of Norcen, they would have the same basis for the Norcen shares
as they had for their N & C shares, and, provided that their N & C shares are held as capital assets at the
time of the reorganization, they would have the same holding period for the Norcen shares. N & C has
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applied to the United States Internal Revenue Service for a ruling to the foregoing effect. If such ruling is not
issued and if the reorganization were determined to be a taxable transaction for such United States citizens,
resiaents or corporations, such shareholders would recognize gain or loss on such exchange and conversion
in an amount equal to the difference between their cost or other basis for their shares and the fair market
value of the shares of Norcen received by them. Any gain or loss recognized by such shareholders would
be a capital gain or loss if the shares of N & C were held as capital assets on the effective date of the reorgani-
zation and would be long-term capital gain or loss if such shares of N & C had been held for more than six
months on such effective date. Since shareholders of First Preference Shares of N & C will not make any
exchange of their shares in the reorganization, they will not recognize any gain or loss.

Cigol Shareholders
Canadian Taxes— Residents of Canada

Provided that the Income Tax Act of Canada is amended as proposed in the November 18, 1974 Federal
Budget, and provided that similar appropriate amendments are made, where necessary, to any relevant pro-
vincial statute levying an income tax, each person resident in Canada who owns Common Shares of Cigol that
are capital property to him will, in computing income for Canadian tax purposes, not be required to recognize
any capital gain or permitted to recognize any capital loss by virtue of the amalgamation. For purposes of
the Income Tax Act the cost to him of any shares of Norcen held by him by virtue of the amalgamation
will be

(a) where he has acquired Cigol Common Shares after 1971, an amount equal to the adjusted cost base to
him thereof immediately before the amalgamation, and

(b) in any other case, determined by reference to the Income Tax Application Rules, 1971 as if the Norcen
Common Shares were, and always had been, the Cigol Common Shares.

Canadian Taxes— Non-residents of Canada

Non-residents of Canada who own shares of Cigol that are capital property to them will, in computing
income for Canadian tax purposes, not be required to recognize any capital gain or permitted to recognize
any capital loss by virtue of the amalgamation because such shares will not be taxable Canadian property
within the meaning of the Income Tax Act.

United States Taxes

In the opinion of United States tax counsel, while the matter is not free from doubt, the reorganiza-
tion should be treated as a taxable transaction for United States citizens, residents or corporations who hold
Common Shares of Cigol, i.e., such shareholders would recognize gain or loss on the conversion of their
Common Shares of Cigol into Common Shares of Norcen in an amount equal to the difference between their
cost or other basis for their Cigol shares and the fair market value of the shares of Norcen received by
them upon the amalgamation. Any gain or loss recognized by such shareholders would be a capital gain or
loss if the Common Shares of Cigol were held as capital assets on the effective date of the amalgamation and
would be long-term capital gain or loss if the Common Shares of Cigol had been held for more than six
months on such effective date. Cigol has applied to the United States Internal Revenue Service for a ruling
to the foregoing effect. If such ruling is not issued and if the amalgamation were determined to be tax-free to
such United States citizens, residents or corporations, such shareholders would not recognize any gain or loss
on the exchange of their Common Shares of Cigol for Common Shares of Norcen, they would have the same
basis for the Norcen shares as they had for their Cigol shares, and, provided that their Cigol shares are held
as capital assets at the time of the reorganization, they would have the same holding period for the Norcen
shares.

Interests of Management in the Reorganization

Asstated under the heading ‘“Exchange Ratios’’, Nesbitt, Thomson and Company, Limited has expressed
an opinion to Cigol as to the terms of the proposed reorganization. J. Ian Crookston, a Director of Cigol,
is Chairman of the Board of Nesbitt, Thomson and Company, Limited and, accordingly, he may be con-
sidered to have an interest in the reorganization.

The firm of Osler, Hoskin & Harcourt has acted as counsel to N & C and the firm of Macleod Dixon
has acted as counsel to Cigol in connection with the reorganization. F. A. M. Huycke, Q.C., a partner of
Osler, Hoskin & Harcourt, is a Director of N & C and Richey B. Love, Q.C., a partner of Macleod Dixon,
is a Director of Cigol and, accordingly, they may be considered to have an interest in the reorganization.
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Subject to the foregoing, none of the Directors or Officers of N & C or of Cigol has any interest in the
reorganization except (i) as a Director, Officer or holder of securities of N & C and/or of Cigol, or (ii) as a
proposed Director, Officer or holder of securities of Norcen. Edmund C. Bovey, the Chairman of the Board
and a Director of N & C, Edward G. Battle, the President and a Director of N & C, and three other Directors
of N & C, including Edward A. Galvin, the Chairman of the Board and President of Cigol, are also Directors
of Cigol. See “Management of N & C—Directors” and “Management of Cigol—Directors” as to the Directors
and Officers of N & C and of Cigol and their ownership of securities of N & C and of Cigol and their sub-
sidiaries, and see “‘Proxy Solicitation and Voting of Shares—Voting of Shares and Principal Holders" as to
the securities of Cigol owned by N & C.

Management and Offices of Norcen

The Board of Directors of Norcen following the reorganization will consist of the following persons,
each of whom is a Director of either N & C or of Cigol or of both companies:

Name Presently a Director of Name Presently a Director of
Edward G. Battle N&C A. Searle Leach N&C
44 Charles Street West, Cigol 761 Wellington Crescent,
Apt. 4102, Winnipeg, Manitoba.
Toronto, Ontario.
Edmund C. Bovey N&C Richey B. Love, Q.C, Cigol
33 York Ridge Road, Cigol 72 Baycrest Place, S.W.,
Willowdale, Ontario, Calgary, Alberta.
C. Spencer Clark N&C Blancke Noyes N&C
Spring Drive, The Highlands, Cigol 373 Brookside Drive,
Seattle, Washington, U.S.A. Darien, Connecticut, U.S.A.
E. Jacques Courtois, Q.C. N&C Linden J. Richards N&C
9 Chelsea Place, 46 Medford Place,
Montreal, Quebec. Calgary, Alberta.
J. Ian Crookston Cigol Henry S. Romaine Cigol
70 Ardwold Gate, 162 Croton Lake Road,
Toronto, Ontario. Mt. Kisco, New York, U.S.A.
Edward A. Galvin N&C William I. M. Turner, Jr. Cigol
4103 Crestview Road, S.W., Cigol 4294 Montrose Avenue,
Calgary, Alberta. Westmount, Quebec,
F. A. M. Huycke, Q.C. N &C Adam H. Zimmerman Cigol
39 Rosedale Heights Drive, 15 Edgar Avenue,
Toronto, Ontario, Toronto, Ontario.
Raymond Lavoie N&C

69 Maplewood Avenue,
Montreal, Quebec.

See ‘“Management of N & C—Directors” and “Management of Cigol—Directors”. Such Directors will
serve until the first annual meeting of Norcen. Subject to change by the shareholders, the Board of Directors
of Norcen will at all times have a minimum of 12 members and a maximum of 18 members,

The principal Officers of Norcen will be as follows:

Edmund C. Bovey —Chairman of the Board

C. Spencer Clark —Vice-Chairman of the Board
Edward A. Galvin —Vice-Chairman of the Board
Edward G. Battle —President

Timothy G. Sheeres  —Secretary-Treasurer
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Each of the above-mentioned persons is presently an Officer of N & C or of Cigol or of both companies. Mr.
Bovey, as the Senior Officer of Norcen, will have over-all responsibility for the management of the com-
pany and will preside at all shareholders” and directors’ meetings. Mr. Battle will have responsibility for day-
to-day operations.

On the basis of shares outstanding on January 6, 1975, following the reorganization the above-men-
tioned Directors and Officers of Norcen as a group will beneficially own, directly or indirectly, 90,938 Common
Shares of Norcen.

Norcen will have its registered or head office at 640 Eighth Avenue S.W., Calgary, Alberta, T2P 1G9,
and will have its executive office at 4600 Toronto-Dominion Centre, Toronto, Ontario, MSK 1ES.

Accounting Treatment of the Reorganization

For financial reporting purposes, the reorganization will be accounted for as though it were a pooling of
interests. Riddell, Stead & Co., independent chartered accountants and the auditors for N & C and Cigol,
have reviewed such accounting treatment and concur that it is in accordance with generally accepted Cana-
dian accounting principles. Under generally accepted United States accounting principles, the reorganization
would be accorded “purchase’ accounting treatment. See Note (b) to the unaudited pro-forma condensed
statement of income of Norcen giving effect to the proposed reorganization.

It is expected that, following completion of the reorganization, Thorne Riddell & Co., successors to
Riddell, Stead & Co., will be appointed by the Board of Directors of Norcen as the auditors of Norcen.

Stock Exchange Listings

It is expected that the Common Shares of Norcen will be listed on the Toronto and Montreal Stock
Exchanges. It is not the intention that Norcen’s Common Shares will be listed on the New York Stock Ex-
change or on any other United States exchange, but Norcen will be required (as is N & C) to register the
shares under the United States Securities Exchange Act and to comply with the reporting and other require-
ments of such Act. (The Common Shares of N & C are now listed on the Toronto, Montreal, Winnipeg,
Vancouver and New York Stock Exchanges and the Common Shares of Cigol are now listed on The Toronto
Stock Exchange.) It is expected that the First Preference Shares and the Junior Preference Shares of
Norcen will be listed on the Toronto and Montreal Stock Exchanges.

The First Preference Shares of N & C will continue to be listed on The Toronto Stock Exchange.

Share Certificates and Scrip Certificates

After completion of the reorganization, a form of letter of transmittal containing instructions with
respect to the exchange of N & C and Cigol share certificates for Norcen share certificates will be furnished
to N & C and Cigol shareholders. Newco share certificates will not be issued.

No share certificates will be issued to Cigol shareholders in connection with the reorganization repre-
senting other than whole numbers of Common Shares. In lieu of share certificates, such shareholders will be
entitled to receive bearer non-voting and non-dividend-bearing scrip certificates evidencing rights to receive
certificates for Common Shares of Norcen upon surrendering to a transfer agent for Norcen's Common
Shares scrip certificates evidencing such rights together with other scrip certificates evidencing similar
rights aggregating a whole number of shares. Each person surrendering scrip certificates in exchange for
share certificates will receive accumulated dividends on the underlying Common Shares. During the
period ending December 31, 1977, such transfer agent will, at the request of any holder of a scrip certificate,
attempt to sell his scrip certificate or to purchase on his behalf such additional scrip certificates as he may
require in order to become entitled to a whole number of Norcen Common Shares; the charges of the transfer
agent for these services, including brokerage fees, will be borne by Norcen. After December 31, 1977 the
transfer agent will sell the Common Shares underlying the scrip certificates then outstanding and will hold
the proceeds of such sale and all dividends paid thereon in trust pending surrender of the scrip certificates.

Share Purchase Warrants

The holders of each class of outstanding share purchase warrants of N & C, viz., the Common Share
purchase warrants of N & C expiring June 1, 1977, August 1, 1977 and June 30, 1978, respectively, will be
asked, in accordance with the provisions of trust indentures pursuant to which warrants have been issued, to
agree to exchange their warrants for Common Share purchase warrants of Norcen having equivalent terms.
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If the holders of all three classes of N & C warrants were not to agree to such exchange and all of such
warrants were to be exercised, Norcen's ownership of N & C Comimon Shares would be reduced (on the basis
of Common Shares and warrants outstanding on January 6, 1975) to approximately 94,497,

Employees’ Stock Options

There will be no change in the terms of the outstanding Cigol employees' stock oplions upon the reor-
ganization becoming effective, except that the shares in respect of which the options are exercisable will be
shares of Norcen rather than of Cigol and the numbers of optioned shares and option prices will be adjusted
to reflect the ratio for the conversion of Cigol Common Shares into Norcen Common Shares upon the re-
organization. N & C employees' stock options will remain outstanding, but it is expected that, under the
terms of options granted by Norcen, such options will not be exercisable by any person holding N & C
options unless the optionee then surrenders for cancellation all of his N & C options. See “Proposed Incen-
tive Stock Option Plan of Norcen”, “Management of N & C—Remuneration of and Transactions with
Management” and “Management of Cigol — Remuneration of and Transactions with Management”,

Regulation of Norcen and Subsidiaries

Norcen will be the continuing company resulting from the amalgamation of Cigol and Newco and will
be subject to the regulatory provisions presently applicable to Cigol. In particular, under The Gas Utilities
Act of Alberta, Cigol is required and Norcen will be required to procure the approval of the Public Utilities
Board of Alberta before issuing any shares, bonds, debentures or other securities (other than certain short-
term debt), before mortgaging any of its property, or before selling any of its property otherwise than in
the ordinary course of business. (See '‘Business and Properties of Cigol—Competition and Regulation”.)
Those of the subsidiaries of Norcen such as N & C that operate utilities will also continue to be subject to
the regulatory provisions presently applicable to them. N & C must obtain the approval of the Ontario
Energy Board before selling any part of its distribution system as an entirety, but is not required to obtain
regulatory board approval before issuing securities or before mortgaging property. (See “‘Business and
Properties of N & C—Utility Operations—Regulation”.)

Rights of Norcen Shareholders

As stated above, the reorganization will result, in effect, in the shareholders (other than the First
Preference Shareholders) of N & C, an Ontario corporation, exchanging their shares of N & C for equivalent
shares of Norcen, an Alberta corporation. The following are among the principal differences between the
rights of the shareholders of an Alberta public corporation and the rights of the sharcholders of an Ontario
public corporation:

(i)  Under Ontario law a shareholder has a statutory right, with the permission of the Supreme Court of
Ontario, to bring a derivative action on behalf of the corporation to enforce any right of the cor-
poration which the corporation has not itself enforced. Under Alberta law the right to bring a deriv-
ative action has no statutory basis and is relatively limited in scope.

(ii) Under Alberta law the holders of 109, or more of the voting shares of a corporation may require
the holding of a shareholders’ meeting, whereas under Ontario law the holders of 59% or more of the
voting shares may require such a meeting.

(iii) The memorandum of association of an Alberta corporation, which corresponds to the articles of
incorporation of an Ontario corporation, may generally he amended only by 759 of the votes cast at
a meeting of shareholders called for such purpose, subject, in most instances, to confirmation by an
order of the Supreme Court of Alberta; any such amendment that affects the rights of the holders
of any class of preference shares must also be confirmed by the shareholders of such class and, if
confirmed at a meeting of such shareholders and unless otherwise provided in the provisions
attaching to such class of shares, must be confirmed by 75% of the votes cast at the meeting. The
articles of incorporation of an Ontario corporation may generally be amended by 66249 of the votes
cast at a meeting of shareholders called for such purpose; any such amendment that affects the
rights of the holders of any class of preference shares must also be confirmed by the holders of such
class and, if so provided in the articles, may be confirmed by 6625%, of the votes cast at a meeting
of such shareholders.
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(iv) Under Ontario law the Board of Directors of a public company is required to appoint an audit
committee to review the annual financial statements. Such a committee is not required under
Alberta law. (Although not required by law, Cigol presently has an audit committee and the
proposed articles of association of Norcen provide for the appointment of such a committee.)

{(v) Under Ontario law a majority of the members of the Board of Directors and of any executive
committee must generally be ‘‘resident Canadians” and a majority of the meetings of the Board of
Directors and of the executive committee in each year must generally be held in Canada. There
are no such requirements under Alberta law.

(vi) Under Ontario law the specific amount of remuneration payable to Directors must be fixed by by-
law confirmed by the shareholders. There is no such requirement under Alberta law and the pro-
posed articles of association of Norcen do not fix the amount of Directors’ remuneration in specific
terms.

(vii) Although under Ontario law a Director may be removed during his term of office by a majority of
the votes cast at a shareholders’ meeting, under Alberta law the percentage of votes required to
remove a Director from office is that provided for in the corporation’s charter—which is permitted to
exceed a majority of the votes cast. (The proposed articles of association of Norcen provide for
the removal of a director by a majority of the votes cast.)

(viii) Under Alberta law the removal of the auditor during his term of office requires a 75% shareholders’
vote, whereas under Ontario law the auditor may be removed by a majority vote.

(ix) Under Alberta law the Supreme Court of Alberta may appoint an inspector to investigate the affairs
of a corporation upon application by the holders of at least 109, of the outstanding shares, whereas
under Ontario law the Supreme Court of Ontario may appoint an inspector upon application by a
single shareholder regardless of the number of shares that he holds.

(x) The articles of association of an Alberta corporation, which correspond to the by-laws of an Ontario
corporation, may generally be amended or repealed only by 75% of the votes cast at a meeting of
shareholders called for such purpose. Under Ontario law most by-law provisions may be amended
or repealed by a majority of the votes cast at a meeting of shareholders called for such purpose,
although a few provisions may not be amended or repealed except by two-thirds of the votes cast at
such a meeting, e.g., provisions for loans to employees, the creation of an executive committee and
the office of chairman of the board, and the payment of commissions or allowance of discounts in
connection with the issuance of shares.

The proposed articles of association of Norcen, which form an exhibit to the amalgamation agreement
between Cigol and Newco, are similar in form to the present general by-law and borrowing by-laws of
N & C. The proposed articles of association of Norcen are somewhat different in form from the present
articles of association of Cigol, but Cigol's management believes that none of the differences would be
detrimental to the rights of the shareholders of Cigol.

ACQUISITION OF GREAT PLAINS

Cigol, for the account of Norcen if the reorganization is effected, has entered into an agreement (the
“Purchase Agreement’’) dated as of January 1, 1975 with Burmah Oil Canada Limited ("'Burmah”) to
purchase from Burmah all of the outstanding shares of Great Plains. The Purchase Agreement provides for
a purchase price of approximately $95,600,000, to be adjusted by the difference between the total current
assets plus “Other Assets” ($235,000 at September 30, 1974) and the total liabilities (excluding an interest-
free loan from a gas purchaser in an amount not exceeding $2,300,000 and excluding deferred income
taxes) as of December 31, 1974, and certain other adjustments. Cigol estimates that all the adjustments will
not result in increasing the purchase price by more than approximately $750,000. Cigol’s obligation to pur-
chase the shares is subject to the fulfillment of certain conditions, each of which it may waive, including
among others:

(1) the furnishing to Cigol of favourable opinions from its solicitors as to the title of Great Plains and its
subsidiaries to their principal oil and gas producing properties;

(2) the furnishing to Cigol of audited financial statements of Great Plains and its subsidiaries for the year
ended December 31, 1974 showing assets, other than current assets, of at least $75,000,000 and paid-up
capital and contributed surplus of at least $28,500,000 and showing net earnings of at least $10,000,000
before provision for income taxes and before extraordinary items 6f $2,095,000;
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(3) the obtaining of a guarantee from Burmah's parent, The Burmah Oil Company, Limited, in favour of
Cigol, guaranteeing the performance of the obligations of Burmah under the Purchase Agreement;

(4) the obtaining of approvals to the extent required of the Public Utilities Board of Alberta, the Bank of
England and other governmental agencies; and

(5) the furnishing to Cigol of certificates of officers of Great Plains, certifying that, to the best of their
knowledge, since September 30, 1974 there has been no material damage to or alteration in the assets or
undertakings of Great Plains or of any subsidiary which would adversely affect in a material way the opera-
tions, assets or earnings of any of them, and as to various other matters concerning the business of Great
Plains and its subsidiaries.

(Consummation of the Great Plains acquisition is not conditional upon the reorganization becoming
effective.)

Burmah's obligation to sell the shares is subject, among other conditions, to obtaining the above-
mentioned approval of the Bank of England and to obtaining the consent of certain financial institutions
pursuant to the terms of a loan agreement between Burmah and such institutions. Burmah may waive
any of the conditions to its obligation.

The Purchase Agreement provides for the purchase of the Great Plains shares to be consummated no
later than March 31, 1975 subject to agreement otherwise by the parties, but Cigol presently anticipates that
the transaction will be completed in late February or in early March, 1975.

Two Canadian chartered banks (the *'Banks'’) have agreed to lend to Cigol $93,000,000 to finance the
Great Plains purchase, the balance to be financed out of working capital. The principal of the loan will
be repayable in annual instalments over nine years with the first instalment in 1976 being $6,000,000
and with subsequent instalments increasing to $14,000,000 in 1984. The borrower will have the right to
prepay the loan without penalty. Of the amount of the loan, $43,000,000 will be represented by promissory
notes bearing interest at the Banks' prime interest rate plus 1%, per annum in 1975 increasing from time to
time by increments of 14 of 19, to 2% by 1982. The Banks will have the option at any time of converting
such portion of the loan into a United States dollar loan at an interest rate of 114% per annum over the
London inter-bank offered rate in effect from time to time for three, six, nine or twelve months’ periods to
be selected by Cigol. The balance of the loan, in the amount of $50,000,000, will be financed by bankers’
acceptances at a commission rate of 34 of 19, per annum; however, if for any reason Cigol should be unable
at any time to market bankers’ acceptances for all or part of this portion of the loan, such portion of the
loan or part thereof will be financed on the same basis as the $43,000,000 portion. The $93,000,000 loan and
interest are to be repaid out of the consolidated resources of Cigol (and of Norcen following the reorganiza-
tion) and will be secured by a pledge of the Great Plains shares being purchased. N & C is not guaranteeing
the loan, but is assisting Cigol with such financing by furnishing to the Banks a “comfort letter” stating in
effect that, subject to the reorganization transactions, N & C intends, at least so long as Cigol's indebtedness
to the Banks remains outstanding, to retain its share ownership in Cigol and that N & C will ensure that
the affairs of Cigol are conducted in a business-like manner with the aim that Cigol will always be in a position
to meet its financial obligations. Cigol will covenant with the Banks that, so long as the loan is outstanding,
Cigol will maintain a consolidated tangible net worth of at least $80,000,000 and, subsequent to the reorgani-
zation becoming effective, Norcen will maintain a consolidated tangible net worth of at least $150,000,000.
In addition, Cigol will covenant not to permit Great Plains to sell or encumber its assets except in the
ordinary course of business, or to make certain loans, investments or guarantees, without obtaining the
Banks' consent. Upon the reorganization becoming effective, Norcen will undertake with the Banks not to
encumber, sell, transfer or otherwise dispose of its shares of N & C without obtaining their consent.

Cigol's acquisition of the Great Plains shares is on the basis that, in the event that the reorganization
is not effected, N & C would have the right to acquire 229, of the shares of Great Plains purchased by Cigol
for an amount equal to 229 of Cigol's aggregate acquisition cost. Such right would result in N & C share-
holders, directly and through Cigol, having an interest in Great Plains comparable to that which they would
have if the reorganization had been effected. N & C has not yet determined whether it will exercise such right
if the reorganization is not effected; if N & C determines to exercise the right, N & C must do so within
30 days after it becomes clear that the reorganization will not be proceeded with. In the event that the right
is exercised by N & C, N & C would in all likelihood be required to finance the acquisition of the Great
Plains shares by the issuance of debt or shares.

The Great Plains acquisition does not require shareholder approval.
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PROXY SOLICITATION AND VOTING OF SHARES

Solicitation of Proxies

As already stated, this Information Circular and Proxy Statement is furnished in connection with the
solicitation of proxies by the management of N & C for use at meetings called for February 27, 1975, of the
holders of the Common Shares, the Second Preference Shares and the Junior Preference Shares of N & C,
and in connection with the solicitation of proxies by the management of Cigol for use at the special general
meeting called for February 26, 1975, of the holders of the Common Shares of Cigol. It is expected that the
solicitations of proxies for such meetings will be primarily by mail, but proxies may also be solicited personally
by Directors or regular employees of N & C or of Cigol. All expenses in connection with the solicitation of
proxies from shareholders for use at the N & C meetings will be borne by N & C and all expenses in connection
with the solicitation of proxies from shareholders for use at the Cigol meeting will be borne by Cigol.

Appointment and Revocation of Proxies

If the enclosed form of proxy is for use at one of the N & C meetings, the persons named therein to
represent the shareholder are Directors of N & C; if the enclosed form of proxy is for use at the Cigol meeting,
the persons named therein to represent the shareholder are Directors of Cigol. A shareholder has the right
to appoint some other person to represent him at the particular meeting, and the shareholder may exercise
such right by inserting such other person’s name in the blank space provided for that purpose in the form
of proxy or by completing another proxy in proper form. A person so appointed to represent a shareholder
at the meeting need not himself be a shareholder.

To be voted at a meeting of N & C, a proxy must be received by the Secretary of N & C at or prior to
the meeting; to be voted at the meeting of Cigol, a proxy must be received by the Secretary of Cigol not less
than 24 hours before the time fixed for the commencement of the meeting.

A shareholder who has given a proxy may revoke it, as to any matter on which a vote has not already
been cast pursuant to the authority conferred by it, by completing another proxy bearing a later date or
signing a written revocation of proxy and by depositing such other proxy within the prescribed time limit
or such instrument of revocation with the Secretary of N & C or Cigol, as the case may be, or with the
chairman of the particular meeting.

Voting of Proxies

The persons named in the enclosed form of proxy will, if it is duly completed and timely deposited, vote
all shares in respect of which they are appointed to act and they will vote such shares in accordance with any
specification made therein. In the absence of any such specification by a shareholder, the persons named in
the enclosed form of proxy will vote the shares in respect of which they are appointed to act in favour of the
proposed reorganization and, in particular, in the case of any of the N & C meetings, in favour of the proposed
arrangement by N & C and, in the case of the Cigol meeting, in favour of the proposed amalgamation of Cigol
and Newco.

The proxy for any meetng confers discretionary authority upon the persons named therein with respect
to amendments or variations to the matters identified in the notice of the meeting and with respect to any
other matters which may properly come before the meeting,

Neither the management of N & C nor the management of Cigol knows of any matters to come before
any of the meetings other than the matters referred to in the notices thereof. If any matters which are not
now known should properly come before any meeting, the persons named in the proxies solicited by manage-
ment for use at such meeting will vote on such matters in accordance with their best judgment.

Voting of Shares and Principal Holders

With respect to each meeting of shareholders, all persons who are shareholders of record at the time of
the holding of the meeting and are present in person or represented by proxy timely deposited at the meeting
will be entitled on a poll to one vote for each share held. There were outstanding as of January 6, 1975,
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13,420,392 Common Shares of N & C, 1,252,320 Second Preference Shares of N & C, 1,500,000 Junior
Preference Shares of N & C, and 21,644,128 Common Shares of Cigol.

The arrangement must be agreed to and adopted at a separate meeting called for such purpose of the
holders of each class of shares of N & C (other than the First Preference Shares), and at each such meeting the
arrangement must be approved by the votes of the holders of at least 759, of the shares represented. The
amalgamation must be adopted by at least 739 of the votes cast by the Common Shareholders of Cigol at
the meeting called for such purpose. A quorum at each of the meetings will consist of shareholders present in
person or represented by proxy holding not less than 259, of the shares entitled to be voted at the meeting.

The only person or company that, to the knowledge of the Directors or Senior Officers of N & C and
Cigol, beneficially owns, directly or indirectly, more than 109, of the Common Shares of Cigol is N & C,
which beneficially owns 13,112,529 Common Shares of Cigol or approximately 617, of the total number
of Common Shares outstanding. Upon the reorganization becoming effective, the only person or company
that, to the knowledge of the Directors or Senior Officers of N & C and Cigol, will beneficially own, directly
or indirectly, more than 109, of the outstanding voting shares of all classes of Norcen will be Caisse de Dépot
et Placement du Québec which (on the basis of the N & C and Cigol shares outstanding on January 6,
1975) will own 2,508,230 Common Shares of Norcen, or approximately 11.39% of the outstanding voting shares
of all classes; Raymond Lavoie, a Director of N & C and a prospective Director of Norcen, is a Director
of Caisse de Dépot et Placement du Québec.

United States Shareholders

N & C, Cigol, Newco and Norcen, most of their Officers and Directors, and certain experts named herein,
are or will be residents of Canada, and most of their properties are or will be located outside of the United
States. As a result, it may be difficult for shareholders to effect service within the United States upon those
persons or to realize against them judgments of courts of the United States predicated upon civil liabilities
under the United States securities acts. N & C, Cigol and Newco have been advised by their Canadian counsel
that there is doubt as to the enforceability in Canada against any of these persons in original actions or in
actions for enforcement of judgments of United States courts of liabilities predicated solely upon the United
States securities acts.

DIVIDENDS

The following table shows the dividends per share paid and payable on N & C and Cigol Common
Shares for the periods indicated:

Dividends per Common Share

Year NE&G, _Cigol
L1070, e e $0.60 -
DIETL . ool cioine. wfomnpan sassse 4 semwosn. ssmpens e, wxags e SO0, adh o obitbon, sodiio B WS B OB 0.60 —
VOF2 oo 2 vam ¢ dmse i i 5 Seios BEIB & S & AER SO SR 5 BANE ¥ URN B DR dRm 0.60 —_
1078 5c. e & w5 ovisss g ses © Vet PEETEE R § SRl ST RV § S e 0.60 $0.10
1974 First QuUarter. .. . ..ot it e et e e 0.15 —
Second QUATtEr. . . .. ...ttt e 0.15 -
THITA CRIATERE .. » oo e s rine svmmes o smas 5 54555 07 Taminss 3 shiis & RN % 900 0.15 0.15
HOUEEH, OUAELEE x & wum ¢ woss Toos 20wy ¥ 360 T Wa0R S5 5 S5 & S % o 0.15 -
1975 Eirst: QUATTEN s pusvin & vam @i 6 & 5 £ 5 F%s ¥ 955 ¥ S s o o 0.17 —

(payable March 1, 1975 to holders of record February 14, 1975)

It is a condition of the reorganization that neither N & C nor Cigol will declare or pay any extraordinary
dividend, or dividend payable in shares, prior to completion of the reorganization without the consent of
Cigol and Newco.

The prospective Directors of Norcen have informally determined that Norcen will adopt a policy of
paving quarterly dividends on the Common Shares of Norcen and that, subject to declaration by the Board
of Directors of Norcen, the initial quarterly dividend will be 17¢ per share, equal to the amount of N & C’s
Common Share dividend for the first quarter of 1975.
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MARKET PRICES

The following table shows sales prices of N & C Common, Second Preference and Junior Preference Shares
and Cigol Common Shares on The Toronto Stock Exchange for the periods and dates indicated:

N &C N &C N & C
Cigol N & C Second Second Junior
Common Common Preference Shares, Preference Shares, Preference Shares,
Shares Shares Series A Series B First Series

High Low High Low High Low_ High Low High Low

1970. ............. $14.25 §5.75  $15.63 $10.13 $24.25 $16.75 $32.00 $21.50 — -
1970, ... .......... 1275 8.63 17.00 12.75  27.00 21.00 3500 27.00 — —
1972 oo sscavzsns sz + 50 11.75 850 15.25 11.25 25.00 15.25 31.88 24.38 $26.75 $24.63

1973 First Quarter.. 11.00 8.50 12,50 11.00  24.50 21.00 26.25 23.50 25.50 23.75
Second Quarter  8.88 6.63 11.38  9.00 21.00 21.00 24.25 22.00 24.50 20.75
Third Quarter. 9.00 6.63 10.13  9.13 21.00 21.00 23.00 21.25 22.38  20.50
Fourth Quarter 10.75 7.00 11.75  9.63 - — 24.00 20.25 23.50 19.50

1974 First Quarter.. 10.50 850  13.13 10.13  23.13  21.00 25.00 20.75 24.38  20.25
Second Quarter  9.75 6.25  11.88 10.38  21.00 21.00  22.50 19.75  22.00 19.25
Third Quarter. 7.50 425 10.50 863 21.00 21.00 20.50 16.63 19.88  16.25
Fourth Quarter  6.00 3.90 975 125 2113 21.00  19.50 14.75 18.00 14.00

1975 First Quarter. .
(through January 24) 6.88 5.63 11.00 850 21.00 21.00 22.00 16.00 20.75 15.75

October 18, 1974(1) 4.80 9.50 21.13(2) 18.75 17.25
December 10, 1974(3) 5:25 7.78 21.00(4) 16.25 16.13(5)
January 24, 1975 6.88 10.88 21.00(6) 22.00 20.25

(1) Date on which the proposed reorganization was first publicly announced.

(2) Closing bid (made by N & C); no sales on October 18, 1974. Last previous sale was on September 10,
1974 to N & C at $21.00.

(3) Date preceding announcement of the reorganization share exchange ratios.

(4) Closing bid (made by N & C); no sales on December 10, 1974. Last previous sale was on November 19,
1974 to N & C at $21.00.

(5) Closing price on December 9, 1974: no sales on December 10, 1974,

(6) SaletoN & C.

Trading volumes of the above-mentioned shares on The Toronto Stock Exchange during 1974 were as fol-
lows: Cigol Common Shares — 1,443,522; N & C Common Shares — 1,424/528; N & C Second Preference
Shares, Series A — 1,025; N & C Second Preference Shares, Series B — 123,039; and N & C Junior Prefer-
ence Shares, First Series — 158,309,
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COMPARATIVE PER COMMON SHARE DATA
The following table sets forth historical and pro-forma data per Common Share based upon the financial
statements of N & C and of Cigol appearing elsewhere in this Information Circular and Proxy Statement.
Such data should be read in conjunction with the individual companies' consolidated financial statements
and the pro-forma financial statements included elsewhere herein.

Nine Months
Ended
Year Ended December 31, September 30,
1969 1970 1971 1972 1973 1973 1974
N&C
Historical earnings (a) (b)
et INCOMB . & vavss wsen s & omh & T Sare § 555 % & $ .62 $.69 $§ .81 $ .84 $ .89 § 46 § .98
Fullyidiluted .. cus o cose smmses 5 s 5 savem gaven ¢ s 3 3 .62 .69 81 .84 .88 46 .89

Pro-forma earnings giving effect to the acquisition
of 1009, of Great Plains before the reorganiza-
tion (c) (d)
Net iNCOMe. . . vit it i ] .36 .87
Fully diluted........ ... ... .. ... ... i .36 .81
Pro-forma earnings giving effect to the reorganization
but excluding the acquisition of Great Plains (e)
NetinCome. . ....coooiiiniiiennennnnnnn.. .53 .61 .69 A2 .82 46 .84
Fullydiluted........... ... .. ... .oi.. .53 .61 .69 .72 .82 46 .80
Pro-forma earnings giving effect to the
reorganization and the
acquisition of Great Plains (f)

Net income. . . .. Ol 5 B EOE E T SIS T T S .68 .35 .70
Ballyedilubed - cmoe. s o s wnven v & s w3 .68 .35 .69
Book value at end of period
Historical.. ... ... . ... ... .. . 8.21
Pro-forma giving effect to the acquisition of 1009,
of Great Plains before the reorganization.. ... 8.21
Pro-forma giving effect to the reorganization but
excluding the acquisition of Great Plains.. .. .. 7.35
Pro-forma giving effect to the reorganization
and the acquisition of Great Plains........... 7.35
Cash dividends per Common Share............... 575 .60 .60 .60 .60 45 45
Cigol
Historical earnings (g)
Netmcome(h) ceiiiiee.. $.28 $.26 $ .28 $ .30 §$ 46 8 .31 § .35

Pro-forma earnings gwlng effect to the
acquisition of 1009 of Great Plains before the re-
organization (d) (1) ........... ... .34 29 .23
Pro-forma combined earnings attributable to .7 of a
Norcen Common Share
—Giving effect to the reorganization but
excluding the acquisition of Great Plains (j)
Netincome.............................. 3 43 48 .50 .57 .32 .59
Fully diluted. . : e 37 43 48 .50 57 .32 .56
——Gwmg effect to the reorgamzatlon and the
acquisition of Great Plains (k)

Netincome............................. .48 .25 49
Fullyidiluted: .o v ommies 5 smn 3 snw s wens o .48 .25 A48
Book value at end of period
Historical........ ..o i 3.78
Pro-forma giving effect to the acqulsltlon of 100%
of Great Plains before the reorganization (d).. 3.78

Pro-forma attributable to .7 of a
Norcen Common Share
—Giving effect to the reorganization but

excluding the acquisition of Great Plains. ... 5.15
—Giving effect to the reorganization and the

acquisition of Great Plains................ 5.15

Cash dividends per Common Share............... 10 025 15
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(a)

(b)
(©)

(d)

(e)

()

(g)

(h)

(1)
@)

(k)

As restated. See Note 2 to the consolidated financial statements of N & C appearing elsewhere in this
Information Circular and Proxy Statement.

Includes extraordinary loss of $.02 per share in the nine months ended September 30, 1974,

Includes extraordinary loss of $.10 per share ($.07 per share on fully diluted basis) in the nine months
ended September 30, 1974.

N & C has a right to acquire from Cigol 229, of the shares of Great Plains. See Note 3 to the pro-forma
condensed statements of income of both N & C and Cigol giving effect to the acquisition by Cigol of
Great Plains appearing elsewhere in this Information Circular and Proxy Statement.

Includes extraordinary loss of $.06 per share ($.05 per share on a fully diluted basis) in the nine months
ended September 30, 1974,

Includes extraordinary loss of $.16 per share (8.13 per share on a fully diluted basis) in the nine months
ended September 30, 1974.

As restated. See Note (b) to the consolidated statement of income of Cigol appearing elsewhere in this
Information Circular and Proxy Statement.

Includes extraordinary gain of $.03 per share in 1969 and extraordinary losses of $.01 per share in 1972,
and $.11 per share in the nine months ended September 30, 1974,

Includes extraordinary loss of $.20 per share in the nine months ended September 30, 1974.

Includes extraordinary loss of $.04 per share ($.03 per share on a fully diluted basis) in the nine months.
ended September 30, 1974,

Includes extraordinary loss of $.11 per share ($.09 per share on a fully diluted basis) in the nine months
ended September 30, 1974.
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CAPITALIZATION

The following table sets forth the capitalization, on a pro-forma basis and after giving effect to the acqui-
sition of Great Plains, of Cigol and its subsidiaries, N & C and its subsidiaries, and Norcen and its subsid-
jaries on a consolidated basis after elimination of inter-company holdings:

Decemhe_rﬂ. 1974
(in thousands of Canadian dollars)

N&CG
Cigol (including Cigol) Norcen

SnorT-TERM BorrOWINGS (excluding current maturities)
Commercial paper and unsecured income debentures. .......... $§ 25,339 $ 25,339
Banle'loans:of sUbSIAIAEIEs : v ¢ sen soumy vas & wie e oms & fws @ 4 4,090 4,090

$ 29,429  § 29,429

LonG-TeErM DEBT AND Bank Loans
(including current maturities)

N &C (1)
51597,-81597 First Mortgage and Collateral Trust Bonds,

1075100 e e e $114,889 $114,889
9549, Senior Debentures, 1991, . . . ccvie vonn v v vom v o wisinien « 50,000 50,000
BT JOANS (2o o v v vovs o susmrs. vndiss S ¢ oSl Sasins ¥ sis § ¥ia n @ 7,025 7,025
697 Notes and Subordinated Notes, 1975-1987................. 7,546 7,546
5349,-91459%, Subordinated Debentures, 1982-1991.............. 52,505 52,505
231,965 231,965

CicoL (3)
Bank T6805 [2) 5 comms sams o s ¢ it dass s 3 5o femes wevs S & $§ 32,492 32,492 32,492
5749,-99%, First Mortgage Bonds, 1976-1993................... 11,428 11,428 11,428
6149 Debentures, 1976. . . . ... . s 61 o1 61
8 1T 4,336 4,336 4,336
Term bank loan to acquire Great Plains (4)................... 93,000 93,000 93,000
Interestfreeloan of Great PIaing (4) «.. vowas von s wnosn naws i o 2,233 2,233 2933

143,550 143,550 143,550

GREATER WINNIPEG Gas CoMPANY (1)

5349,-69 First Mortgage Bonds, 1978-1984................... 17,375 17,375
6575 DEbEitire: HO79%: ¢ s oo v som 5 v ssamers sy & givsg & g ot 1,525 1,525
5149, Subordinated Debenture, 1980..............c.cvvvvn., 900 900
19,800 19,800
Gaz METROPOLITAIN, INC. (1)
5L59,-79%, First Mortgage Bonds, 1980-1990................... 27,874 27,874
67, General Mortgage Bonds, 1988-1989. . ... ... ... ......... 10,260 10,260
53407 Subordinated Debentures; 1985 « can o v vomn o s 5 s 15,493 15,493
53,627 53,627
CoLEMAN COLLIERIES LIMITED
7159, Mortgage Loans, 1981. .. ... . .. ... ... . i 1,727 1,727
1297 Deberniture; 1981 o .o v o swn o w0 simmes s @ e s svass 660 660
Interest-free Note:due 1981 . coi cmwn v vt 4 vaie 5 wis o wiste s s 5 G 1,835 1,835
EqUIpHEnt NOtes: s w1 o505 55e8 0550 6% 3 SRy Sues s 5 1,588 1,588
5,810 5,810
SUNDRY INDEBTEDNIESS OF OTHER SUBSIDIARIES
IHOREAGES. « cous = onumi o v & wmsion ¥ 8 000 5 G Pisies SUNUbPs Wsrns ¥ @es o avies 170 170
ToTtaL LoNG-TERM DEBT AND BANK LoaNs (5) ... n .. 143,550 454,922 454,922
MINORITY INTEREST IN SUBSIDIARIES (6)
Preference Shares. . . .. ... e e e 15,419 23,546
Common Shares and retained earnings. ... ... ............... 2,010 43,300 11,022
2,010 58,719 34,568




December 31, 1974
(in thousands of Canadian dollars)

Number of N&C
Shares Cigol  (including Cigol) Norcen
CoMMITMENTS AND CAPITAL PROGRAM (7)
SuHARE CAPITAL (8)
Cigol
Common Shares without par value.............. 21,644,128 8 29,283
N&C
First Preference Shares, par value of $50 each
—$2.60 First Series. . ovvveiiiie ciionnnnn .. 128,321 $ 6,416
—$2.70 Second Series. .............0iuin... 34,218 1.711
Second Preference Shares, par value of $25 each
—81.06 Series AL ..o 7,203 180
—§1.508eries B, ,...ovivnnnn.. G TEA de LA 1,245,117 31,128
Junior Preference Shares, par value of $25 each
—851.50 First Series. . .ovuvene . 1,500,000 37,500
Common Shares without par value.............. 13,420,392 78,959
Norcen
First Preference Shares, par value of $25 each
—81.06 Series A . ...t 7,203 $ 180
—81.50Series B ..o 1,245,117 31,128
Junior Preference Shares, par value of $25 each
—=$1.50 First Series: « : aun roen sams 1 500 % 50 & oo 1,500,000 37,500
Common Shares without par value........... ... 19,392,511 90,501
CONTRIBUTED SURPLUS . « « o\ ettt ie et oo e 173 69
RETAINED EARNINGS (9) ... e e 52,431 31,255 51,922
TOTAL SHAREHOLDERS EOUITY oo i 5 2o o 50553 5555 2aie i % miee s soaemn oo 81,887 187,149 211,300
TOTAT. CAPITALIZATION S 526115 Liii s 5555 5 fane o soece o romiece ctate o o resia ot srere o ate $227, 447 $700,790 700,790

(1

(2)

@)

(4)

Substantially all of the utility assets are subject to first mortgage liens under the trust indentures secur-
ing the outstanding First Mortgage and Collateral Trust Bonds and First Mortgage Bonds. The bank
loans and all long-term indebtedness of N & C other than the First Mortgage and Collateral Trust
Bonds are unsecured. The Subordinated Notes and Subordinated Debentures of N & C are subordinated
to the First Mortgage and Collateral Trust Bonds, to the Senior Debentures and to the bank loans.

Bearing interest at rates generally between the prime rate of the lending bank and 149, above such
rate (weighted average interest rate at September 30, 1974 was 11.9%,). N & C and its subsidiaries had
unused lines of credit of $23,021,000 as at December 31, 1974 (Cigol—$10,625,000). Reference is
made to Note 7 to the consolidated financial statements of N & C and Note 4 to the consolidated financial
statements of Cigol for information with respect to the terms of and security for bank loans.

Approximately 409, of the producing properties of Cigol are subject to first mortgage loans securing
outstanding bonds or have been assigned as security for demand and other bank loans.

This debt will be eliminated if the proposed acquisition of Great Plains is not consummated. Reference
is made to Note 1 to the pro-forma condensed balance sheet of N & C giving effect to the acquisition
by Cigol of Great Plains for information with respect to terms, interest rate and security of the term
bank loan,
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(6)

(M

(8)

9

Securities issued in United States funds are included above at their Canadian dollar equivalents at
their respective dates of issue.

Minority interest in subsidiaries as at December 31, 1974 is based upon the financial statements of N & C
and its subsidiaries as at September 30, 1974,

Reference is made to Note 10 to the consolidated financial statements of N & C and Note 10 to the
consolidated financial statements of Cigol for information regarding the companies’ commitments
and contingent liabilities and N & C's capital program as at September 30, 1974.

Does not include Common Shares reserved at December 31, 1974 as follows:

Cigol N&C Norcen

Under employees' share purchase plan..................._. — 15,065 —
Conversion of notes payable. . ............. ... . ... ...... 287,291 — 201,104

............................................... — 801,306 801,306(a)
For incentive stock option plan

—options outstanding.... ... ... ... ... ... 161,800 400,500 113,260(b)
—for future grant — 30,204 —

(a) Assuming exchange of N & C warrants for warrants of Norcen.

Warrants

(b) It is expected that 650,000 Common Shares of Norcen will be reserved for issue under an
Incentive Stock Option Plan. Options granted under the Plan, it is anticipated, will not be
exercisable by any person holding N & C options unless the optionee first surrenders for
cancellation all of his N & C options. (See “Proposed Incentive Stock Option Plan of
Norcen" included elsewhere in this Information Circular and Proxy Statement.)

Reference is made to Note 11 to the consolidated financial statements of N & C and Note 6 to the
consolidated financial statements of Cigol for further details.

Retained earnings are stated as at September 30, 1974. Reference is also made to Note 12 to the con-
solidated financial statements of N & C, Note 7 to the consolidated financial statements of Cigol, and
Note 2 to the pro-forma condensed balance sheet of Norcen giving effect to the proposed reorganization
as to details of dividend restrictions as at September 30, 1974.
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NORTHERN AND CENTRAL GAS CORPORATION LIMITED
CONSOLIDATED STATEMENT OF INCOME

(in thousands of Canadian dollars)

The following consolidated statement of income of Northern and Central Gas Corporation Limited
("N & C") and its subsidiaries for the five years ended December 31, 1973, has been examined by Riddell,
Stead & Co., independent chartered accountants, whose opinion appears elsewhere in this Information
Circular and Proxy Statement. The consolidated statement of income for the five years ended December 31,
1973 has been restated from that previously reported to give effect to the matters described in Note (b).
The statement of income for the nine-month periods ended September 30, 1973 and 1974 is unaudited but
includes all adjustments (consisting only of normal recurring adjustments) which N & C considers necessary
for a fair presentation of the results of operations for the periods. The results of operations for the nine months
ended September 30, 1974 are not necessarily indicative of the results for the full fiscal year. The consolidated
statement of income should be read in conjunction with the other consolidated financial statements of N & C
and its subsidiaries and the notes thereto appearing elsewhere in this Information Circular and Proxy

Statement. Nine Months Ended
Year Ended December 31, September 30, 1974
1969 1970 1971 1972 1973 1973 1974

(Restated (Restated (Restated (Restated (Restated (Restated (unaudigd)
Note (b)) Note (b)) Note (b)) Note (b)) Note (b)) Note (b))

REVENUE (a) (unaudited)
Gas UHILIERE, soe v sid 0i0isaen maeneness e $132,771  $149,338 $162,169  $170,557 $188,591  $132,222  8164,089
Qil and gas exploration and product:on i 34,424 33,196 41,271 47,432 58,964 39,974 57,238
Coal.zs oo diaewiia i S ATE e e e e T -— — 12,357 12,775 15,395 11,079 17,687

167,195 182,534 215,797 230,764 262,950 183,275 239,014

CosTs AND EXPENSES (a) B
(aas purchages, oo vescis s v raevms 75,451 84,142 92,079 100,341 114,008 77,102 105,438
Production, operations and mamtenance. . 33,593 37,020 53,928 55,527 64,658 45,948 55,406
Deprec:latlon and depletion.............. 16,219 15,645 18,018 20,010 23,181 17,431 18,838
Amortization of financing expenses....... 577 464 569 469 489 362 346
Taxes, other than income taxes.......... 4,761 5,076 5,337 5,327 5,053 4,026 4,092
Income taxes (c)—current............... 2,145 718 568 1,126 827 822 2,576

—deferred .............. 2,161 3,517 4,085 4,650 6,042 4,299 8,013
Interest—long-term debt................ 14,298 17,722 23,307 22,530 24,489 18,680 19,468
—other...... T 4,659 3,557 1,347 2,329 1,844 1,063 1,872

Interest charged to construction......... ( 1,114) ( 69) ( 99) (  583) ( 41) ( 28) (. 103)

152,750 167,792 199,139 211,726 240,550 169,705 215,946

Income (loss) before deduction of minority
interests in subsidiaries, income (loss) prior
to date of acquisition, and extraordinary

items
Gas utilities. . i i in it iiiee s e e 8,413 9,482 11,351 13,043 12,706 6,936 11,849
Qil and gas exploration and production. .. 6,032 5,260 5,783 6,448 9,983 6,841 10,077
O8] v s R e e — — ( 476) ( 453) ( 289) 207) 1,142
14,445 14,742 16,658 19,038 22,400 13,570 2{5,0_6&}
Minority interests in subsidiaries........... 2,896 2,859 3,742 4,172 5,843 3,851 6,132
Income (loss) prior to date of acquisition of
subsidiaries acquired during the period (a). 971 - ( 621) — = - —
3,867 2,859 3,121 4,172~ 5,843 3,851 6,132
Income (loss)beforeextraordinaryitems(a) (b)
Gas HIEeE s i e s e e s e 6,818 8,463 9,754 11,267 10,754 5,811 10,041
Oil and gas exploration and production. .. 3,760 3,420 3,664 3,970 6,040 4,078 6,028
o T R 0 — — 119 ( 31) (231 ( 170) 867
INcOME BEFORE EXTRAORDINARY ITEMS .. .. 10,578 11,883 13,537 14,866 16,557 9,719 16,936

EXTRAORDINARY ITEMS
Writedown of a subsidiary's investment
(net of deferred income taxes), after
MINOCILY ANTerest v orcming suaes 0 o5 — — - — —_ = ( 1,414)
Reduction in a subsidiary's income taxes
resulting from application of prior years'

tax losses, after minority interest...... — _— — — —_ — 1,138
NET INCOMB! (£« consoneni sansaiomaarsen o o 10,578 11,883 13,537 14,866 16,557 9,719 16,660
Dividend requirements on preference

shares: = fr anin e g it s 2,779 2,716 2,629 3,604 4,635 3,484 3,444
NET INCOME APPLICABLE TO COMMON

SHARES. 41ttt vineetininnannnnnaneennn $ 7799 $ 9,167 $ 10,908 § 11,262 $ 11,922 $§ 6,235 $ 13,216
Weighted average number of Common

Shares (000’s omitted). . ST 12,088 12,783 13,314 13,435 13,426 13,425 13,437
Earnings per Common Share (d)

—before extraordinary items............ $.62 £.69 $.81 $.84 $.89 $.46 $1.00

o 1L o8 1+ 7510] 111 -SRI $.62 $.69 $.81 $.84 $.89 $.46 § 98
Fully diluted earnings per Common Share (d)

—before extraordinary items. ........... $.62 §.69 $.81 §.84 8.88 $5.46 $ 91

—AEt INCOME. viu s smismesvoin it s $.62 $.69 $.81 $.84 $.88 $.46 § .89
Dividends per Common Share (e).......... $.575 $.60 £.60 $.60 $.60 $.45 $ 45
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NORTHERN AND CENTRAL GAS CORPORATION LIMITED

NOTES TO CONSOLIDATED STATEMENT OF INCOME

(tabular amounts shown in thousands of Canadian dollars)

(Information for the nine-month periods ended September 30, 1973
and September 30, 1974 is unaudited.)

(a) The consolidated statement of income indicates the three significant lines of business, namely, gas
utilities, oil and gas exploration and production, and coal. Revenues and expenses of all subsidiaries acquired
during the period are included from the beginning of the year of acquisition, but net income prior to the date
of acquisition has been deducted in arriving at consolidated net income. Pre-acquisition revenues of $4,569,000
in 1969 and $8,162,000 in 1971 are included in consolidated totals.

Reference is made to Notes 1, 5 and 6 to the consolidated financial statements of N & C for information as
to consolidation and accounting policies.

(b) Consolidated net income as previously reported has been restated for the following:

Gas Utilities

(i) Adjustment of prior years’ depreciation charge resulting from an order of the Ontario Energy Board
in 1971.

(11) Income tax recovery.

0il and Gas Exploration and Production
(111) Retroactive adoption of the tax allocation method of accounting (as more fully explained in Note (¢)).
(iv) Re-assessment of income taxes of subsidiaries.

Coal

(v) Retroactive adjustment to restate 1972 coal operations. See Note 2 to the consolidated financial

statements of N & C.

Year Ended December 31, Nine Months

Ended
1969 1970 1971 1972 1973 September 30, 1973
Net income applicable to Common Shares, as
previously Teported: iavioss sasine ssseamnayse $ 9,496 $11,402 $13,229 $14,035 $15,364 $ 8,771
Adjustments
(1) B DTECTATRION ieversivsis i eimiatais o s susvetssemsssa e ( 267) ( 195) — —_ — —
(ii) INCOME tAX FECOVEIY . .t vt vvianiirannnssss — — — 136 — —
(iii) deferred income taxes............covieenarns (2,118 ( 3,408) ( 3,935) ( 4,407) ( 5,798) ( 4,240
(iv) income tax re-assessments.......vouvevaeeeras ( 275 ( 81) — — — —
(v) restatement of 1972 coal operations........... = — — (365 - —
Minority interest in above items.................. 963 1,449 1,614 1,863 2,356 1,704
(1,697) ( 2,235) ( 2,321) ( 2,773) ( 3,442) ( 2,536)
Net income applicable to Common Shares, as
restated per consolidated statement of income. ... § 7,799 $ 9,167 $10,908 $11,262 $11,922 $ 6,235
Earnings per share
—as previously reported....... ... ..o $.79 $.89 $.99 $1.04 $1.14 §.65
“oagirastated. i b B e el i e 8 $.62 $.69 $.81 8.84 $.89 §$.46

Gas utility revenues for 1969, 1970 and 1971 have been restated to include coke and by-product sales previ-
ously netted in production, operations and maintenance.

(c) Income Taxes

Year Ended December 31, Nine Months Ended

1973 September 30, 1974
Current  Deferred Total Current Deferred Total
Gas utilities (1) . . .o e 8784 § — § 784 $1,180 § — $1,180
Oil and gas exploration and production (ii). . ... 43 6,042 6,085 1,396 5,456 6,852
DAL srovsme v susen vin s = anomnn summsss. wioasws, iedontin & wods -3 — - — — 1,391 1,391

$827  $6,042  §6,869 $2,576  $6,847* §9,423

*Net of $1,166,000 applicable to extraordinary items and the reduction of $1,138,000 in a subsidiary’s income taxes resulting from
application of prior years' tax losses,
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(i)

(ii)

Gas Utilities

The companies’ rates and revenues, established for regulatory purposes, include recovery of income
taxes currently payable; accordingly, the companies provide income taxes on this basis and do not
provide for income taxes which may be payable in future years as a result of current differences in
timing of deductions, principally in respect of depreciation and amortization, for financial reporting
and income tax purposes. Such income taxes not provided and not recovered in revenues amounted,
before applicable minority interests, to the following:

Total
PHortoi 1969, e v s aun 50 555 s = 505 2 Sams SiE SRS B SRS e TONUNE 5 kg § SRR Batn T $ 23,800
R T L Ty ey, T 4,100
VOO s oo vareis & wives s presshy saveis & (0 5 SV 3 eOR SR SN et PO ¥ SRR SR & S @ 8 4,300
VOT e oo b o penonsn vsoes vSwissrias FvRe 4 T4 ) T airge SYAEAL b PUATS aRairs T el VAR e T 5,000
st | e e e I e e 5,800
HOTAE, . cmamit osar ooy gl e et iosiste o el s wReRore] sdelinio +LoTo] SHoEaTe | of oRvEe) SToe oo N sta o) oo | femaiales sweeate 5,900
In total to December 31, 1073, . . . .. . 43,900
Nine months ended September 30, 1974. ... .. . . e 6,000
In total to September 30, 1074, . .. ... . e $ 54,900

Total income tax expense amounted to $784,000 for the year ended December 31, 1973 and $1,180,000
for the nine months ended September 30, 1974, which amounts are less than the tax of $6,475,000
for 1973 and $6,254,000 for the nine months ended September 30, 1974 respectively, which would
result from applying the Canadian federal tax rate for gas utilities (489, for 1973 and 1974 before
deduction of the 1097 abatement in respect of provincial income taxes) to income before taxes and
minority interest of $13,490,000 in 1973 and $13,029,000 in the nine months ended September 30,
1974. The reasons for these differences are as follows:

Year Ended December 31, Nine Months Ended
1973 September 30, 1974
9% of Pre-Tax % of Pre-Tax
Amount Income Amount Income
Tax based on Canadian federal tax rate. ... ... .. $ 6,475 48.09, $6,254 48.09,
Increases (reductions)in income tax result from:
Tax-exemptANCOME . . .\ s win suim & s & s siwies s ( 460) ( 3.4) ( 330) ( 2.5)
Non-deductible items. . .. ................... 330 2.4 883 6.8
Provincial taxes in excess of federal
abatement.......... ... ... ... ..o 300 2.2 333 2.5
Excess of tax over book depreciation.......... ( 6,236) (46.2) (5,879) (45.1)
Deferred charges claimed for tax purposes in year
incurred. ... ... 375 2.8 ( 81) (_.6)
Actual tax expense...............ouune... ... B 784 5.89%, $1,180 ﬁ%

01l and gas exploration and production

The change in accounting for income taxes, as explained in Note (d) to the consolidated statement of
income of Canadian Industrial Gas & Oil Ltd. (‘“Cigol”), had the effect of decreasing the company's
consolidated net income for the nine months ended September 30, 1974 by $3,039,000 ($.23 per
share). See Note (d) to the consolidated statement of income of Cigol for further details.

Total income tax expense for the nine months ended September 30, 1974 includes the effect of the
income tax changes proposed in the budget dated November 18, 1974 by the Minister of Finance of
Canada with effect from May 6, 1974 and in the announced ‘“Alberta Petroleum Exploration Plan
of December 1974". These proposed income tax changes have not yet been passed by the respective
parliamentary bodies. The net effect of the changes on net income for the nine months ended
September 30, 1974 has been to reduce such income by approximately $376,000 ($.03 per share). See
“Business and Properties of Cigol—Recent Government Policy" for further details of the proposed
legislation.
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(d)

(e)
)

(iii) Coal
At September 30, 1974 the undepreciated cost of the coal properties for income tax purposes
exceeded their net book value by approximately $2,807,000. This excess is available for application
against otherwise taxable income in ensuing years. The realization of this potential tax saving is
dependent upon future profitable operations and, accordingly, such benefit has been recognized
only to the extent required to offset otherwise taxable income to September 30, 1974,

Earnings per Common Share were computed by dividing the net income applicable to Common Shares
by the weighted average number of Common Shares and Common Equivalent Shares outstanding
during the year. The convertible Preference Shares have not been considered the equivalent of Common
Shares. The number of Common Shares was increased by the number of shares issuable on the exercise
of warrants and options (considered to be Common Equivalent Shares) and decreased by the number of
Commion Shares assumed to have been purchased with the proceeds from the exercise of warrants. These
purchases were assumed to have been made at the average market price of the Common Shares during
the relevant years.

Fully diluted earnings per Common Share were computed by dividing the net income applicable to
Common Shares by the weighted average number of Common Shares and Common Equivalent Shares
outstanding adjusted to reflect the assumptions that Convertible Preference Shares would be converted
as at the beginning of a year and that warrants and options outstanding at the end of a year would be
exercised at the beginning of that year. Purchases of Common Shares from the proceeds from exercise
of warrants and options were assumed to have been made at the greater of the average price for, or the
price at the end of, the year in question.

Dividends per share are based on the number of shares outstanding at the date of record.

N & C follows Canadian accounting practices which are different in some aspects from those appli-
cable in the United States. These differences can be summarized as follows:

(i) The cumulative effect of changes in 1972 coal operating results (reference is made to Note 2 to the
consolidated financial statements of N & C) would, under United States methods, have been
reflected as a “‘cumulative effect adjustment” in the amount of $299,000($.02 per share) in 1974, the
year of change.

(if) During 1973 costs relating to a proposed financing were written off to contributed surplus and retain-
ed earnings. Under United States accounting practices these costs would have been charged to
earnings and 1973 consolidated net income would have been reduced by $474,000 ($.04 per share).
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF N & C’s
CONSOLIDATED STATEMENT OF INCOME
Revenue
Gas utilities

Gas utility revenue increased $8,388,000 in 1972, $18,034,000 in 1973 and $31,867,000 in the nine
months ended September 30, 1974 compared to the corresponding prior periods. Increases in gas revenues of
$11,466,000 in 1972, $13,502,000 in 1973 and $28,292,000 in the nine months ended September 30, 1974 reflect
increased volumes of 12,612 mmcf in 1972, 9,918 mmecf in 1973 and 18,711 mmef in the nine months ended
September 30, 1974 which were occasioned both by the growth of the areas served by N & C's utility divisions
and by the price advantage of gas over alternative energy sources. The average sales price per mcf increased
$.012in 1972, $.029 in 1973 and $.083 in the nine months ended September 30, 1974 primarily to compensate
for increased costs of gas.

The operations of N & C’s utility divisions are seasonal in that approximately 60% of revenues generated
are earned in the six months January 1 to March 31, and October 1 to December 31.

Coke and by-product sales decreased $2,061,000 in 1972, and increased $3,930,000 in 1973 and $2,983,000
for the nine months ended September 30, 1974 reflecting fluctuations in price, yield and demand.  Service,
rental and interest revenues accounted for the balance of the changes in gas utility revenues.

01l and gas exploration and production
See ““Management’s Discussion and Analysis of Cigol’s Consolidated Statement of Income"’.

Coal
Coal revenue increased $2,620,000 in 1973 and $6,608,000 for the nine months ended September 30, 1974
compared to the corresponding prior periods. The increases were the result of increased sales of 62,970 tons

in 1973 and an increase in average selling price of $2.16 per ton in 1973 and $9.23 per ton in the nine months
ended September 30, 1974.

Costs and Expenses

The utility divisions' gas purchases increased $5,055,000 in 1972, $9,694,000 in 1973 and $28,336,000 in
the nine months ended September 30, 1974 compared to the corresponding prior periods. Increases are attri-
butable to increased sales volumes as discussed above together with an increase in average cost price per mcf
of $.029 in 1973 and $.077 in the nine months ended September 30, 1974, resulting from rate increases
granted to the supplier.

) X . Year Ended Nine Months Ended
Production, operations and maintenance December 31, September 30,
1972 1973 1973 1974 B
Gasutilities (1) . . .. ... ... $32,142,000 $39,268,000 $28,247,000 $31,651,000
il and gas exploration and production (ii)........ 12,511,000 13,917,000 9,863,000 11,942,000
Coal (1) . . o ov i e ettt 10,874,000 11,473,000 7,838,000 11,813,000
Per consolidated statement of income. . .. ......... $55,527,000 $64,658,000 $45,948,000 $55,406,000

(i) The increases of $7,126,000 in 1973 and $3,404,000 in the nine months ended September 30, 1974
reflect primarily the impact of inflation, increased cost of coke sales to sustain higher volumes
(accounting for $3,283,000 of the increase in 1973), and a greater demand for the divisions' service
facilities.

(ii) See ““Management’s Discussion and Analysis of Cigol’s Consolidated Statement of Income”.

(iii) Expenses increased $599,000 in 1973 and a further $3,975,000 in the nine-month period ending
September 30, 1974. Mining operations concentrated on labour-intensive underground mine de-
velopment in 1973 and 1974. The scheduled wage increase in the collective bargaining agreement
accounts for 329, of this 1973 increase. The re-negotiation of the labour agreement in 1974 accounted
for 429, of the 1974 increase in expenses,

Increases in the amounts of depreciation and depletion reflect depreciation provisions arising from
additional capital expenditures, increased depletion rates (see ''Management’s Discussion and Analysis of
Cigol's Consolidated Statement of Income”) and changes in the method of amortization of coal properties
(see Note 5 to the consolidated financial statements of N & C).

Interest-other expense increased $982,000 in 1972, decreased $485,000 in 1973 and increased $809,000
in the nine months ended September 30, 1974 reflecting increases and decreases in N & C’s requirement for

short-term borrowings together with changes in interest rates. See Note 7 to the consolidated financial state-
ments of N & C.
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CANADIAN INDUSTRIAL GAS & OIL LTD.

CONSOLIDATED STATEMENT OF INCOME

(in thousands of Canadian dollars)

The following consolidated statement of income of Canadian Industrial Gas & Oil Ltd. (*'Cigol”) and its
subsidiaries for the five years ended December 31, 1973, has been examined by Riddell, Stead & Co., indepen-
dent chartered accountants, whose opinion thereon appears elsewhere in this Information Circular and Proxy
Statement. The consolidated statement of income for the five years ended December 31, 1973 has been
restated from that previously reported to give effect to those matters described in Note (b). The consolidated
statement of income for the nine-month periods ended September 30, 1973 and 1974 has not been audited;
however, in the opinion of management, all adjustments (consisting only of normal recurring adjustments)
necessary to the fair statement of the results of such periods have been made. The results of operations for
the nine months ended September 30, 1974 are not necessarily indicative of the operating results for the full
fiscal year. The consolidated statement of income should be read in conjunction with the other consolidated
financial statements of Cigol and its subsidiaries and the notes thereto appearing elsewhere in this Information
Circular and Proxy Statement.

Nine Months Ended
Year Ended December 31, September 30,
1969 1970 1971 1972 1973 1973 1974

(Restated (Restated (Restated (Restated (Restated (Restated (unaudited)
Note (b)) Note (b)) Note (b)) Note (b)) Note (b)) Note (b))

(unaudited)
REVENUE (b)
Sales, service and other operating
YEVENUE (C) s i sinnlsmsn vasean snvia $ 33,886 § 32,999 § 41,144 § 47,011 § 58,335 $ 39,550 $ 56,763
Interest and other income........... 288 817 942 o 421 629 421 473
34,174 33,816 42,086 47,432 58,064 39,971 57,236
Costs AND EXPENSES
Gas and other merchandise purchased . 7,017 7,273 11,077 13,273 17,246 10,479 16,643
Selling, operating and administrative
eXPenses (C). . .vvevenivnennnenn s 8,931 8,084 11,388 12,511 13,917 9,863 11,939
Interest, principally on bank loans and
long-termdebt................... 1,427 2,011 2,034 2,026 2,370 1,732 3,045
Bépletion (B): cmnumisnmemasm 5,026 3,297 3,986 4,868 5,615 3,838 4,555
Depreciation. .......ovveeeeernnnnn s 2,770 2,741 3,056 3,277 3,748 2,819 2,959
Minority ifiterests  ..vuswn conpamavs 125 160 161 37 68 132 125
25,296 24,466 31,702 35,992 42,064 28,863 39,266
IncoME BEFORE INCOME TAXES AND
EXTRAORDINARY ITEMS.............. 8,878 9,350 10,384 11,440 16,000 11,108 17,970
Income taxes (d)—current.......... 1,457 371 241 73 43 100 1,396
—deferred......... 2.172 3,517 4,085 4,650 . 6,042 4,299 6,621
3,629 3,888 4,326 4,723 6,085 4,399 8,017
INcOME BEFORE EXTRAORDINARY ITEMS. 5,249 . 5,462 6,058 6,717 9,915 6,709 9,953
Writedown of investment, net of de-
ferred income taxes of $1,166 (e)... — - - e — — (2,334)
Gain on disposal of investments...... 597 8§ — — — — —
Loss on abandonment of propane stor-
age facilitier| cw cunssvii sesm i — — — (306) — — —
597 85 — (306) — — (2,334)
NET INCOME (B oo cocmansammis vamvsmoss § 5846 § 5547 $§ 6,058 § 6411 § 9915 $ 6,709 § 7,619
WEIGHTED AVERAGE NUMBER OF
CoMMON SHARES QUTSTANDING
(000's omitted) ., .. .. ...oouiiinnn 20,490 20,742 21,018 21,185 21,490 21,438 21,644
EARNINGS PER CoMMON SHARE (g)
Income before extraordinary items. ... 8.25 $.26 $.28 $.31 $.46 $.31 $.46
Net iNCOME. ... viren it nannnnn $.28 $.26 $.28 8.30 $.406 $.31 $.35
DivipEnNDs PER CoMMON SHARE (h) .. .. $— $— $— $— $.10 $.025 §.15
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CANADIAN INDUSTRIAL GAS & OIL LTD.

NOTES TO CONSOLIDATED STATEMENT OF INCOME

(tabular amounts shown in thousands of Canadian dollars)

(Information for the nine-month periods ended September 30, 1973 and September 30,
1974 is unaudited.)

(a) Reference is made to Notes 1 and 3 to the consolidated financial statements of Cigol and subsidiaries
for information as to consolidation and accounting policies.

(b) The following sets forth consolidated revenue as previously reported compared to consolidated revenue
restated to include pooled corporations:

1969 1970
Previously reported. ... ... .. i $33,828 $33,369
Restated on pooling basis. . . . ... ... ittt it e $34,174 $33,816

Consolidated net income has been restated from amounts previously reported to include pooled cor-
porations, to give retroactive effect to the change in accounting for income taxes as described in Note (d)

below and to reflect re-assessments of income taxes of subsidiaries as follows:
Nine Months
Ended

Year Ended December 31, Seniembver 30,
1969 1970 1971 1972 1973 1973
Net income, as previously reported.............. $ 8,238 § 8,643 $ 9,889 $10,720 $15,596 $10,863
Adjustments
(i) to include pooled corporations. ............. (50) 269 — —_ — —_
(ii) retroactive adoption of tax allocation
accounting
—deferred income taxes.................... (2,118) (3,408) (3,935) (4,407) (5,798) (4,240)
—less portion applicable to minority interests. . 51 124 104 98 117 86
(iii) income tax re-assessments of subsidiaries. . ... (275) (81) —_ - — —
Net income, as restated, as per consolidated
statement of income.................0ian.., $ 5,846 $ 5,547 $ 6,058 $ 6,411 $ 9,915 § 6,709
Earnings per share
—as previously reportéd.................00n. $.41 $.43 $47 $.50 $.72 $.50
—ag restated o rimianig anvimnsn R e R R $.28 $.26 $.28 $.30 $.46 $.31

(c) In 1969, revenue, operating expenses and depletion included amounts of approximately $2,440,000,
$242,000 and $2,150,000, respectively, all with respect to a production sub-lease which expired in December
1969. There were no similar revenues nor related expenses in any other period during the five years and
nine months ended September 30, 1974.

(d) For income tax purposes, the companies claim drilling, exploration and lease acquisition costs and
capital cost allowances in excess of the related amounts reflected in the accounts. As a result income taxes
have been payable only on the income of certain of Cigol's subsidiaries, while no income taxes have been pay-
able in respect of the income reported for the other companies.

Prior to January 1, 1974 deferred income taxes had been recorded only in the accounts of certain of Cigol's
subsidiaries, while the other companies had provided only for the taxes payable on their taxable income
for the year.

During 1974, at the request of the Canadian provincial securities administrators, Cigol and all subsid-
iaries adopted, with retroactive effect, the tax allocation method of accounting under which the income
tax provision is based on the income reported in the accounts. Under this method the companies provide
for deferred income taxes to the extent that income taxes otherwise payable are reduced by claiming explora-
tion and development costs and capital cost allowances in excess of the depletion and depreciation provisions
reflected in their accounts.

This retroactive change in accounting resulted in a decrease in consolidated net income for the five
years ended December 31, 1973 from that previously reported as described in Note (b) above. Consolidated
net income for the nine months ended September 30, 1974 was reduced by $5,017,000 ($.23 per share).
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Total income tax expense amounted to $6,083,000 for the year ended December 31, 1973 and $6,851,000
for the nine months ended September 30, 1974, which amounts are less than the tax of $7,873,000 for 1973 and
$7,298,000 for the nine months ended September 30, 1974 respectively, which would result from applying the
Canadian Federal tax rate (499, for 1973 and 509, for 1974 before deduction of the 1097 abatement in
respect of provincial income taxes and (1974) 109, abatement in respect of oil and gas income) to income
before income taxes and minority interests of $16,068,000 for 1973 and $14,595,000 for the nine months ended
September 30, 1974. The reasons for these differences are as follows:

Year Ended Nine Months Ended
December 31, 1973 September 30, 1974
% of % of
Earnings Earnings
Before Income Before Income
Amount Taxes Amount Taxes
Tax based on Canadian Federal taxrate................ §7,873 49.09, $7,298 50.09,
Deduction of depletion allowances on Canadian
oil and gas INCOME. wemws v o cvom & cvmnsmimenien s o » st sseve (1,851) (11.5) (1,823) (12.5)
Provincial royalties on oil and gas production included
in income for tax purposes. .. .........oiiiiian . — — 2,199 15.1
Province of Alberta refund of taxes on Alberta
provincial royalties........... ... . i i - - (630) (4.3)
Federal tax abatements in respect of provincial income
taxes and (1974) oil and gas income, net of provincial
taxes and (1974) federal tax surcharge................. 152 0.9 (656) (4.5)
OtHer THeMB—N6T 5 & o v wan G % 550 ¥ o S0 Samvs 435 &% (89) (0.5) 463 341
Avtiual Bax ERPENBE, s sum v wn waws v vws 5 @y e vaEE $6,085 37.99, $6,851* 46.99,

*Net of §1,166,000 applicable to extraordinary items.

Total income tax expense for the nine months ended September 30, 1974 includes the effect of the
income tax changes proposed in the budget dated November 18, 1974 by the Minister of Finance of
Canada with effect from May 6, 1974 and in the announced “Alberta Petroleum Exploration Plan of Decem-
ber, 1974". These proposed income tax changes have not yet been passed by the respective parliamentary
bodies. The net effect of the changes on net income for the nine months ended September 30, 1974 has been
to reduce such income by approximately $620,000 ($.03 per share). See ““Business and Properties of Cigol—
Recent Government Policy’ for further details of the proposed legislation.

(e) Reference is made to Note 2 to the consolidated financial statements of Cigol appearing elsewhere in
this Information Circular and Proxy Statement.

(f) During 1973 costs relating to a proposed public financing were written off to contributed surplus. Under
United States accounting practices these costs would have been charged to income and 1973 consolidated
net income would have been reduced by $783,000 ($.04 per share).

(g) Earnings per Common Share have been computed by dividing the net income applicable to Common
Shares by the weighted average number of Common Shares outstanding during the period. The dilutive
effect of shares issuable on exercise of share options and on conversion of Preferred Shares and notes payable
is not significant.

(h) Dividends per share are based on the number of shares outstanding at the date of record.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF CIGOL'S CONSOLIDATED
STATEMENT OF INCOME

Revenue

Sales, service and other operating revenue increased $5,867,000 in 1972, $11,324,000 in 1973 and
$17,213,000 for the nine months ended September 30, 1974 compared to the corresponding prior periods. The
increases were in crude oil and natural gas liquids sales which improved $1,054,000 in 1972, $5,158,000 in
1973 and 87,734,000 in the nine months ended September 30, 1974, reflecting increased production (up
383,000 barrels in 1972 and 811,000 barrels in 1973) resulting from successful water flood programs and better
production facilities and a higher average selling price per barrel (up $.54 in 1973 and $2.13 for the nine
months ended September 30, 1974). Liquefied petroleum gas sales also increased significantly, up $2,866,000
in 1972, §4,490,000 in 1973 and $8,171,000 for the nine months ended September 30, 1974 on volume increases
of 11,900,000, 7,500,000 and 7,100,000 gallons respectively, and an increase in the average selling price per
gallon from $.151 in 1972 to $.176 in 1973 and to $.257 for the nine months ended September 30, 1974.

Costs and Expenses

Gas and other merchandise purchases increased $2,196,000 in 1972, $3,973,000 in 1973 and $6,164,000
for the nine months ended September 30, 1974, primarily from higher liquefied petroleum gas costs which
increased $1,715,000 in 1972, $2,946,000 in 1973 and $5,827,000 for the nine months ended September 30,
1974 as a result of additional volumes and a higher average cost per gallon ($.086 in 1972, $.105 in 1973 and
$.168 for the nine months ended September 30, 1974).

Selling, operating and administrative expenses increased $1,123,000 in 1972, $1,406,000 in 1973 and
$2,076,000 for the nine months ended September 30, 1974 reflecting primarily the impact of inflation, higher
sales volumes and an increase in number of employees from 567 at December 31, 1972 to 604 at September
30, 1974.

Interest expense for the nine months ended September 30, 1974 increased $1,313,000 over the corres-
ponding period in 1973 as a result of higher average bank interest rates of 10.99; compared to 8.69, in 1973
and increased bank loans which were $31,734,000 at September 30, 1974 compared to $14,575,000 at
September 30, 1973.

Depletion expense increased $882,000 in 1972, §747,000 in 1973 and $717,000 for the nine months ended
September 30, 1974 reflecting increased production in 1972 and 1973, higher depletion rates per equivalent
barrel (on the average 1972—8.71, 1973—8$.76 and $.89 for the nine months ended September 30, 1974) and
a write-off of mining property costs of $325,000 in 1972 and $310,000 in 1973.

Depreciation expense increased $471,000 in 1973 arising from additional capital expenditures on oil and
gas production equipment.
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The information provided in the financial statements of Great Plains in this Information Circular and Proxy
Statement, as well as “Management's Discussion and Analysis of Great Plains’ Consolidated Statement of
Income”, has been furnished to N & C and Cigol by Great Plains for inclusion herein. The information
provided in the audited financial statements of Great Plains has been included herein in reliance upon the
report of Riddell, Stead & Co., independent chartered accountants, and upon the authority of such firm as an
expert in accounting and auditing. N & C and Cigol are not in a position to verify the unaudited information.

GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.
CONSOLIDATED STATEMENT OF INCOME

(in thousands of Canadian dollars)

The following consolidated statement of income of Great Plains Development Company of Canada, Ltd.
(“Great Plains”) and its subsidiaries for the five years ended December 31, 1973, has been examined by
Riddell, Stead & Co., independent chartered accountants, whose opinion thereon appears elsewhere in this
Information Circular and Proxy Statement. The consolidated statement of income for the five years ended
December 31, 1973 has been restated from that previously reported to give effect to those matters described
in Note (b). The consolidated statement of income for the nine-month periods ended September 30, 1973 and
1974 has not been audited; however, in the opinion of management of Great Plains, all adjustments (con-
sisting only of normal recurring adjustments) necessary to the fair statement of the results of operations of
such periods have been made. The results of operations for the nine months ended September 30, 1974 are
not necessarily indicative of the operating results for the full fiscal year. The consolidated statement of in-
come should be read in conjunction with the other consolidated financial statements of Great Plains and its
subsidiaries and the notes thereto appearing elsewhere in this Information Circular and Proxy Statement.

Nine Months
Ended
Year Ended December 31, September 30,

1969 1970 1971 1972 1973 1973 1974

(Restated (Restated (Restated (Restated (Restated (Restated (U;auci—ited)
Note (b)) Note(b)) Note(b)) Note(b)) Note(b)) Note (b))

(Unaudited)
REVENUE
Production::: i sussass oy gessvm $ 9,186 $ 9,887 $11,046 $12,112 816,527 $11,764 $15,873
Interest and other income......... 247 835 613 350 2,208 1,491 1,718
9,433 10,722 11,659 12,462 18,735 13,255 17,591
EXPENSE
OPERATIAD - oremmmn wne wsmienmrssos 2,321 2,599 3,034 3,338 4,061 2,910 3,155
General and administrative........ 169 248 359 391 830 617 715
Mineral exploration.............. 584 842 799 707 564 480 412
Depletion'souensasin w avomsaras 1,791 2,110 2,409 2,624 3,337 2,285 2,605
Depreciation. . .........cocoviinn 479 528 597 661 931 648 688
Amortization of debenture issue
Lo 1 | U - —- — — — 32 21 20
Interest on long-term debt...... .. 359 200 3 4 1,374 996 1,097
5,703 6,527 7,201 7,725 11,129 7,957 8,602
IncoME BEFORE IncoME TAXES AND -
EXTRAORDINARY ITEM ... ......... 3,730 4,195 4,458 4,737 7,606 5,298 8,809
Income taxes (c)
—current. ... ... — - — — 250 _ 3,710
e QRIEETB siive s vammmisrn Gosais 1,262 1,399 1,517 1,620 2,271 1,766 174
1,262 1,399 1,517 1,620 2,521 1,766 3,884
INcOME BEFORE EXTRAORDINARY [TEM 2,468 2,796 2,941 3,117 5,085 3,532 5,015

Premium paid and unamortized deben-
ture issue costs written off on re-
demption of 5% convertible subor-
dinated debentures, net of applicable
income taxes of $187 (d).......... — = —

NETINEOME : - ccomeismms o o s § 2,468 § 2,796 $ 2,941 $ 3,117 $ 5,085 $ 3,532 $ 3,107

WEIGHTED AVERAGE NUMBER OF CoM-
MON SHARES OUTSTANDING (000's

omitted): zno% a6 ot nenenn o o B 3,195 3,197 3,200 3,232 3,243 3,243 3,245
EarninGs PER CoMMON SHARE(e)

Income before extraordinary item. . $.77 $.87 $.92 $.96 $1.56 $1.00 $1.55

Wet ineome: : savs a6 vs spsenyin o $.77 $.87 $.92 $.96 $1.56 $1.09 $ .96
DivipeExps PErR CoMMON SHARE (f). . $.40 $.40 $.40 $£.40 $ .50 — =

34



GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.
NOTES TO CONSOLIDATED STATEMENT OF INCOME

(tabular amounts shown in thousands of Canadian dollars)

(Information for the nine-month periods ended September 30, 1973 and September 30, 1974 is unaudited.)

(a) Reference is made to Notes 1 and 2 to the consolidated financial statements of Great Plains and subsi-
diaries for information as to consolidation and accounting policies.

(b) Consolidated net income has been restated from amounts previously reported to give retroactive effect
to the changes in accounting for income taxes as outlined in Note (c) below and the accounting for mineral
exploration costs as outlined in Note 2(b) to the consolidated financial statements of Great Plains. These
changes had the effect of reducing previously reported consolidated net income as follows:

Nine Months

Ended

December 31, September 30,

1969 1970 1971 1972 1973 1973
Net income, as previously reported.............. $3,636 $4,225 $4,374 §4,501 $6,465 84,503
Adjustments
(1) Write-off of mineral exploration costs—net
(Note 2(b))..... oo (466) (659) (585) (474) — —
(i1) Increase in deferred income taxes
(Note (C)).e oo e e e (702)  (770) (848) (910) (1,380) (971)
Net income, as restated, as per consolidated
statement of income. ... ... ... .. ... .. ...... $2,468 §2,796 $2,941 $3,117 $5,085 $3,532
Earnings per share
—as previously reported...................... $1.14  §1.32  $1.37 $1.39  $1.99 $1.39
—asrestated. .. .. ... § .77 § .87 § .92 § 96 $1.56 $1.09

The cumulative effect of the change in accounting for mineral exploration costs would, under United
States accounting practices, have been reflected as a “cumulative effect adjustment’ in the amount of
$2,779,000 ($.86 per share) in 1973, the year of change.

(c) In determining reported net income the companies have, for many years, made provisions for deferred
income taxes at rates which were less than those in effect under then prevailing taxation legislation, but which
it was estimated would adequately provide for all income taxes payable by the companies in the foresecable
future. However, this method did not conform with the tax allocation basis recommended by the Canadian
Institute of Chartered Accountants, which has not been generally followed by the Canadian oil and gas
industry. On March 29, 1974 the Canadian Securitiecs Commissions advised the oil and gas industry that
thereafter all financial statements filed with the Commissions must adhere to the Institute’s recommendations.

In view of the foregoing, the companies have in 1974, with retroactive application to prior periods,
applied the tax allocation method of accounting. Under this method, the companies provide for deferred
income taxes to the extent that income taxes otherwise payable are reduced by claiming capital cost allow-
ances and exploration and development costs in excess of the depreciation and depletion provisions reflected
in the accounts. This change in accounting method had the effect of reducing consolidated net income
previously reported by the amounts shown in Note (b) above, and increasing cumulative deferred income
taxes by $11,750,000 at December 31, 1973 ($14,426,000 at September 30, 1974). Consolidated net income
for the nine months ended September 30, 1974 was reduced by $2,676,000 ($.82 per share).

Total income tax expense amounted to $2,521,000 for the year ended December 31, 1973 and $3,697,000
for the nine months ended September 30, 1974. These amounts are different from the tax of $3,727,000 for
1973 and $3,402,000 for the nine months ended September 30, 1974 respectively, which would result from
applying the Canadian Federal tax rate (499 for 1973 and 509 for 1974 before deduction of the 109
abatement in respect of provincial income taxes and (1974) 109, abatement in respect of oil and gas income)
to income before income taxes of §7,606,000 for 1973 and $6,804,000 for the nine months ended September
30, 1974. The reasons for these differences are as follows:
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Year Ended Nine Months Ended

December 31, 1973 September 30, 1974
7 of Earnings % of Earnings
‘Before Before
Amount Income Taxes Amount Income Taxes
Tax based on Canadian federal tax rate. . ................. $3,727 49.09%, $3,402 50.0%
Deduction of depletion allowances on Canadian
oil and gas INCOME. . ... ...ttt (1,490) (19.6) (1,828) (26.9)
MNon-deductible items. ; .o cosans s sun & sy news soe @ oo 223 2.9 901 13.2
Provincial royalties on oil and gas production included
in income for tax purposes. .........c.coueeiecneeiieen.. —_ — 2,750 40.4
Province of Alberta refund of taxes on Alberta
provincialiroyalies. v o wws « svssmanen s s e s e s — — (890) (13.1)
Federal tax abatements in respect of provincial income
taxes and (1974) oil and gas income, net of
provincial taxes and (1974) federal tax surcharge......... 61 0.8 (532) (7.8)
Other items—net. ... ..ottt e i e e e nn — — (106) (1.5)
Actiua] T BXPENSE: 1n surs e i « da ¥ sty witsss o & e $2,521 33.19, $3,607* 54,39,

*Net of $187,000 applicable to extraordinary item.

Total income tax expense for the nine months ended September 30, 1974 includes the effect of the
income tax changes proposed in the Budget dated November 18, 1974 by the Minister of Finance of Canada
with effect from May 6, 1974 and in the announced “Alberta Petroleum Exploration Plan of December,
1974, These proposed income tax changes have not yet been passed by the respective parliamentary bodies.
The net effect of the changes on net income for the nine months ended September 30, 1974 has been to
reduce such income by approximately $829,000 ($.26 per share). See “"Business and Properties of Cigol—
Recent Government Policy” for further details of the proposed legislation.

(d) Reference is made to Note 3 to the consolidated financial statements of Great Plains and subsidiaries
appearing elsewhere in this Information Circular and Proxy Statement.

(e) Earnings per Common Share have been computed by dividing the net income by the weighted average
number of Common Shares outstanding during the period. The dilutive effect of Common Share equivalents,
and assuming the conversion of the 59, Convertible Subordinated Debentures due February 1, 1993 at the
date of issue, is not significant. No Common Shares were contingently issuable at September 30, 1974,

(f) Dividends per share are based on the number of shares outstanding at the date of record.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF GREAT PLAINS’
CONSOLIDATED STATEMENT OF INCOME

Revenue

Production revenue increased $1,066,000 in 1972, $4,415,000 in 1973 and $4,109,000 for the nine months
ended September 30, 1974 compared to the corresponding prior periods. Part of the increase was attributable
to crude oil and natural gas liquids revenue which increased $457,000in 1972, §2,434,000 in 1973 and $2,951,000
in the nine months ended September 30, 1974. These production revenue increases resulted from the ac-
quisition of producing properties and higher average selling prices per barrel (up $.64 in 1973 and $2.27 for
the nine months ended September 30, 1974) and were partially offset by higher royalties. Natural gas revenue
also increased significantly, up $638,000 in 1972, $1,960,000 in 1973 and $1,055,000 for the nine months
ended September 30, 1974. Natural gas revenue increases resulted from additional properties coming
onstream during 1973 and increases in the average net selling price per million cubic feet of gas from 22.0
centsin 1972 to 29.2 cents in 1973 and to 35.7 cents for the nine months ended September 30, 1974 as a result
of renegotiation of gas prices with purchasers. Natural gas revenue increases which are attributed to these
price increases were partially offset by higher royalties paid to provincial governments.

Interest and other income was reduced by $263,000 in 1972 due to a reduction in cash surpluses which
had been invested in short-term securities. Increases of $1,858,000 in 1973 and $227,000 in the nine months
ended September 30, 1974 resulted from the investment of the proceeds from the issue of $30,000,000 of 539
convertible subordinated debentures in February, 1973 in short-term interest bearing investments. Re-
demption of the debentures occurred on August 21, 1974,

Cost and Expenses

Operating expenses increased $304,000 in 1972, $723,000 in 1973 and $245,000 for the nine months
ended September 30, 1974 compared to the corresponding prior periods reflecting primarily the impact of
inflation, higher production volumes, plant start-ups and acquisition of producing properties. General ad-
ministrative expenses increased $439,000 in 1973 and $98,000 for the nine months ended September 30, 1974,
Inflationary factors and payment of past service pension benefit costs in 1973 accounted for the major part
of the increase.

Mineral exploration expenses were reduced by $92,000 in 1972 and $143,000 in 1973 due to reduced
exploration activity.

Depletion and depreciation increased $983,000 in 1973 due to increased production and additional
capital expenditures. Interest on long-term debt increased by $1,402,000 in 1973 as a result of the issuance
of $30,000,000 of 59, convertible subordinated debentures in February, 1973.
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NORCEN ENERGY RESOURCES LIMITED

UNAUDITED PRO-FORMA CONDENSED BALANCE SHEET
GIVING EFFECT TO THE PROPOSED REORGANIZATION AND THE ACQUISITION OF
GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.

(in thousands of Canadian dollars)

The following unaudited pro-forma condensed balance sheet at September 30, 1974 gives effect to the
proposed reorganization of N & C and Cigol after giving effect to the acquisition of Great Plains as if both
had been completed at that date. The reorganization has been accounted for as though it were a pooling of
interests. Under United States accounting principles the reorganization would have been accorded “‘pur-
See Note (¢) to the unaudited pro-forma condensed statement of income
of Norcen giving effect to the proposed reorganization and the acquisition of Great Plains. Such pro-forma
condensed balance sheet should be read in conjunction with the consolidated balance sheets of N & C, Cigol
and Great Plains including the notes thereto and the unaudited pro-forma condensed balance sheets of
N & C and Cigol, giving effect to the proposed acquisition of Great Plains, including the notes thereto,

chase’’ accounting treatment.

appearing elsewhere in this Information Circular and Proxy Statement.

ASSETS
Current assets.......c.covuunn.
Investments:. ; v s ¢ siasie & oo

Property, plant and equipment,
less accumulated depreciation

anid AePIetion. « « won cimen ¢ o & s wame veen

Deferred charges and other

Intangibile assets arising from
acquisitions.. . .............

LIABILITIES AND EqQuiTy
Current liabilities.............
Bank 1608 v v swm i o o s

Long-term debt...............

Deférred Income taxes. . o v v 5 s & o

Minority interests
—Gas utilities..............

—Coleman Collieries Limited

SHAREHOLDERS' EqQuIity
Capital stock
Preference Shares.........
Common Shares..........

Contributed surplus.. . ...................

Retained earnings (Note 2). .

Cigol

N&C
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Pro-forma Pro-forma Al:lrj?;sf?t::g:ts
Giving effect to the Add
acquisition of Great Plains (Deduct)
(Note 1)
$ 30,551 | $ 75,081
22,542 31,946
233,598 | 651,529
2,310 16,658
33,820
§289,001 | $811,034 —
$ 24,122 | § 82,573
124,471 128,996
17,190 313,771
39,321 39,321
- 22,349 (a) $ 8,128
2,010 34,288 (b) (32,278)
- 2,082
—_ 77,442 (a) (8,128)
29,283 78,957 (b) 11,542
173 — (b) 69
52,431 31,255 (b) 20,6ﬂ
$289,001 | $811,034 —

Norcen
Pro-forma

$ 75,081
31,946

651,529
16,658

35,820
$811,034

$ 82,573
128,996
313,771

39,321

30,477
2,010
2,082

69,314
90,499
69
51,922
$811,034




NORCEN ENERGY RESOURCES LIMITED

NOTES TO UNAUDITED PRO-FORMA CONDENSED BALANCE SHEET
GIVING EFFECT TO THE PROPOSED REORGANIZATION AND THE ACQUISITION OF
GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.

(in thousands of Canadian dollars)

Note 1—For purposes of the pro-forma condensed balance sheet the following adjustments were made:

(a) the issue of First Preference Shares, Junior Preference Shares and Common Shares in exchange on a
one-for-one basis for the outstanding Second Preference, Junior Preference and Common Shares respectively
of N & C which has the effect of establishing the $8,128,000 of First Preference Shares of N & C as minority
interest; and

(b) the conversion of every ten Common Shares of Cigol (other than shares held by N & C) into seven

Common Shares of Norcen.

Note 2—Cigol had approximately $42 million of retained earnings available for dividends at September 30,
1974, and N & C approximately $10 million. Cigol has negotiated modifications to the deed of trust securing
its First Mortgage Bonds which will free all Norcen’s consolidated retained earnings from dividend restriction.

39



NORCEN ENERGY RESOURCES LIMITED

UNAUDITED PRO-FORMA CONDENSED STATEMENT OF INCOME

OF GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.

(in thousands of Canadian dollars)

GIVING EFFECT TO THE PROPOSED REORGANIZATION AND THE ACQUISITION

The following unaudited pro-forma statement of income for the year ended December 31, 1973 and for
the nine months ended September 30, 1973 and September 30, 1974 gives effect to the proposed reorganiza-
tion of N & C and Cigol after giving effect to the acquisition of Great Plains as if both had been made with
effect as of January 1, 1973. The reorganization has been accounted for as though it were a pooling of
interests. Under United States accounting principles the reorganization would have been accorded ‘‘pur-
chase" accounting treatment (See Note (c)). This statement should be read in conjunction with the con-
solidated statements of income of N & C, Cigol and Great Plains, including the notes thereto, and the
unaudited pro-forma condensed statements of income of N & C and Cigol, giving effect to the proposed
acquisition of Great Plains, including the notes thereto, appearing elsewhere in this Information Circular
and Proxy Statement.

Pro-forma
Nine
Year Ended Months Ended
December 31, September 30,
1973 1973 1974
REVENUE
Gas UtTHEIES . . . ov e vt et te it es e it i aa e e e e e e e $188,591 $132,225 $164,089
0il and gas exploration and production. ... .. ... .o i iiiiiiieeiiiiii 77,699 53,226 74,829
Y 15,395 11,079 17,687
281,685 196,530 256,603
Costs AND EXPENSES
Gas purchased, production and depreciation........cocoviiv i ivnnirensinenii 219,839 154,052 193,309
Interest—long-term debt, other and amortization of financing expenses............... 35,887 26,494 30,400
LI COMIE BAXES . « v o v v e ettt et e e e e e e e e e e et e e e e e e s 6,216 4,631 10,534
261,942 185,177 234,243
19,743 11,353 22,362
Minority interests in sUbsIAIArIes. . .. ... i vttt e e e e 2,363 1,534 2,528
Income (loss) before extraordinary items
Gas ubilities vy o3 svpusrsrss W SROEREIEReT oF Y SETERSE BIaEVEALIn T B Ve 10,326 5,483 9,722
Oil and gas exploration and production...... ... ... ittt 7,291 4,506 9,245
Coal. L e (237) (170) 867
INcoME BEFORE EXTRAORDINARY TTBMS. .. iuvwi ve o vsmine sm s o e siess oo st 08 o's 54 578 17,380 9,819 19,834
EXTRAORDINARY ITEMS
Writedown of investment (net of deferred income taxes)............oovvviunnrevnn.. - — (2,334)
Reduction in a subsidiary's income taxes resulting from application of
prior years' tax losses, after minority interest............vooiivmeeeinanneiiinnn, —_ — 1,138
Premium paid and debenture costs written off (net of income taxes) ................. — — (1,908)
NET INCOME. . .ttt ettt et et e e et e ettt es 17,380 9,819 16,730
Dividend requirements on preference shares.......... ... . i iinriinai... 4,267 3,156 3,125
N INCOME-APPEICABLE 16 COMMON SHARES. « oo i o et s 18 sasas s aias $ 13,173 $ 6,663 § 13,605
Weighted average number of
Common Shares (000 omitted): socaimunia sl 55 i SISEOmELYE 88 .00 Sriann el ¥ o i 19,276 19,241 19,391
Earnings per Common Share (d)
—before extraordinary THeIMIS. ... v e ettt e e et e e e e e s $ .68 $ .35 $ .86
o NEEINCOMIE s s monesmmin @ @ ER e i S 5, SRR SR S 5 $ .68 $ .35 $ .70
Fully diluted earnings per
Common Share (d
—before extraordinary EemIS. ..ouie vt vne it iiniiae i inntteesssnnennnaeeers $ .68 $§ .35 § .82
DB IMCOMIE. . . e e e e e e e § .68 $ .35 $ .69



NORCEN ENERGY RESOURCES LIMITED

NOTES TO UNAUDITED PRO-FORMA CONDENSED STATEMENT OF INCOME
GIVING EFFECT TO THE PROPOSED REORGANIZATION AND THE ACQUISITION OF
GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.

(tabular amounts in thousands of Canadian dollars)

(a) Under the terms of the proposed reorganization, the holders of the 399, minority interest in Cigol will
receive seven Common Shares of Norcen for every ten Common Shares of Cigol. The reorganization, in
accordance with Canadian accounting practice, will be accounted for as though it were a pooling of interests
and, accordingly, the pro-forma condensed statement of income reflects the elimination of minority interest
in the net income of Cigol for all periods.

Dividends on the First Preference Shares of N & C have been reclassified to minority interest since under
the terms of the proposed reorganization the holders of such shares remain shareholders of N & C.

(b) The pro-forma condensed statement of income for the year ended December 31, 1973 and the nine
months ended September 30, 1973 and 1974 adjusts the pro-forma condensed statement of income of N & C
giving effect to the acquisition by Cigol of Great Plains, for the elimination of the minority interest in the
net income of Cigol for the stated periods.

(c) Under United States accounting principles, the reorganization would be accorded “‘purchase’” accounting
treatment. Accordingly, income accruing to the minority interest prior to the date of reorganization would
not be included in consolidated net income nor would the cumulative effect have been credited to retained
earnings. As well, the excess of the cost of the minority shares of Cigol over their underlying book value at
the date of the reorganization, $14,000,000, would be included in property, plant and equipment on the com-
pany’s consolidated balance sheet and would be amortized in the future on the same basis as petroleum and
natural gas rights.

The following table presents a reconciliation of the two methods:

Nine Months
Ended
September 30,
1973 1973 1974
Pro-forma net income applicable to
Common Shares (on Canadian basis). . .... 335 S5 mesn wemin iee $13,173 $6,663 $13,605
Amortization of excess cost attributable
to petroleum and natural gasrights......................... 1,034 764 683
Pro-forma net income applicable to Common
Shares (United Statesd DESIS)* . coon i v50050 2 055 8 500k 5 8 butne $12,139 $5,899 $12,922
Earnings per Common Share (United States basis) ............ $§ .63 $ 31 $.67

*Non-recurring items of $299,000 ($.02 per share) and $474,000 ($.02 per share) (as more fully
explained in Note (f) to the consolidated statement of income of N & C) would in the United
States have been charged to income in 1974 and 1973, respectively, as cumulative effect adjustments.

(d) Per share earnings give effect to the Common Shares, convertible Preference Shares, warrants (assuming
substitution of Norcen warrants for all the N & C warrants) and options outstanding as a result of the re-
organization. See Note (d) to the consolidated statement of income of N & C as to method of computation.
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NORCEN ENERGY RESOURCES LIMITED

UNAUDITED PRO-FORMA CONDENSED BALANCE SHEET
GIVING EFFECT TO THE PROPOSED REORGANIZATION BUT EXCLUDING
THE ACQUISITION OF GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.
(in thousands of Canadian dollars)

The following unaudited pro-forma condensed balance sheet at September 30, 1974 gives effect to the
proposed reorganization of N & C and Cigol (but excludes the acquisition of Great Plains) as if it had been
completed at that date. The reorganization has been accounted for as though it were a pooling of interests.
Under United States accounting principles the reorganization would have been accorded “‘purchase’ accounting
treatment. See Note (b) to the unaudited pro-forma condensed statement of income giving effect to the pro-
posed reorganization. This pro-forma condensed balance sheet should be read in conjunction with the con-
solidated balance sheets of N & C and of Cigol, including the notes thereto, appearing elsewhere in this
Information Circular and Proxy Statement.

N&C Pro-forma
Consolidated Adjustments
(Including Add Norcen
Cigol Cigol) (Deduct) Pro-forma
Assets (Note 1)
CurrentiaBsets: « son von v i s v s s sen s sown s w9 235178 $ 67,708 $ 67,708
Investments. .. ........c..viiitiana., : 22,542 31,946 31,946
Property, plant and equipment, less accumulated
depreciation and depletion...................... 136,268 554,199 554,199
Deferred charges and other assets. . .............. 2,075 16,423 16,423
Intangible assets arising from acquisitions. ......... - 35,820 35,820
$184,063 $706,096 — $706,096
Liabilities and Equity
Current liabilities. . . . ... ... ... ... ... .. ..., $ 14,614 $ 73,065 $ 73,065
Bank loans. .. .. ... ... 31,471 35,996 35,996
Long=termidebt. s « qom « wn v momn g s 5 s @ s g 14,760 311,341 311,341
Deferred income taxes. . . ........................ 39,321 39,321 39,321
Minority interests
—Gas Utilities. . ... oot — 22,349  (a) 8,128 30,477
—Cigol. . ... 2,010 34,288 (b) (32,278) 2,010
—Coleman Collieries Limited. . .. ............ .. = 2,082 2,082
Shareholders' equity
Capital stock
Preference Shares... ... . ........ .. ;T — 77,442 (a) (8,128) 69,314
Common Sharea:- = v 45 2055 6 7 B § 48 B2 £ 5 29,283 78,957 (b) 11,542 90,499
Contributed surplus. . ............ .. ...... ... 173 — (b) 69 69
Retained earnings (Note 2) .. .............. e 52,431 31,255 (b) 20,667 51,922
$184,063 | $706,006 s §706,096

NOTES TO UNAUDITED PRO-FORMA CONDENSED BALANCE SHEET
GIVING EFFECT TO THE PROPOSED REORGANIZATION BUT EXCLUDING
THE ACQUISITION OF GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.

Nore 1 For purposes of the pro-forma condensed balance sheet the following adjustments were made:
(a) the issue of First Preference Shares, Junior Preference Shares and Common Shares in exchange on a
one-for-one basis for the outstanding Second Preference, Junior Preference and Common Shares respectively
of N & C which has the effect of establishing the $8,128,000 of First Preference Shares of N & C as minority
interest; and

(b) the conversion of every ten Common Shares of Cigol (other than shares held by N & C) into seven
Common Shares of Norcen.

Notk 2 Cigol had approximately $42 million of retained earnings available for dividends at September 30,
1974, and N & C approximately $10 million. Cigol has negotiated modifications to the deed of trust securing
its First Mortgage Bonds which will free all of Norcen's consolidated retained earnings from dividend restriction.
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NORCEN ENERGY RESOURCES LIMITED

UNAUDITED PRO-FORMA CONDENSED STATEMENT OF INCOME
GIVING EFFECT TO THE PROPOSED REORGANIZATION BUT EXCLUDING
THE ACQUISITION OF GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.

(in thousands of Canadian dollars)

The following unaudited pro-forma condensed statement of income for the five years ended December
31, 1973 and for the nine months ended September 30, 1973 and September 30, 1974 gives effect to the
proposed reorganization of N & C and Cigol (but excludes the acquisition of Great Plains) as though it were
a pooling of interests and reflects the adjustment described in Note (a). Under United States accounting prin-
ciples the reorganization would have been accorded “‘purchase’ accounting treatment (see Note (b)). This
pro-forma condensed statement of income should be read in conjunction with the consolidated statements of
income of N & C and Cigol and other consolidated financial statements, including the notes thereto, appear-
ing elsewhere in this Information Circular and Proxy Statement.

Pro-forma
Nine

Months Ended

Year Ended December 31, September 30,

1969 1970 1971 1972 1973 1973 1974

REVENUE

Gasutilities. .« Jiovovmmosay mahesm e . $132,771 $149,338 $162,169 §$170,557 $188,591 §132,225 $164,089
0il and gas exploration and production.......... 34,424 33,196 41,271 47,432 58,964 39,971 57,238
Coal. ... e — — 12,357 12,775 15,395 11,079 17,687

167,195 182,534 215,797 230,764 262,950 183,275 239,014

CosTs AND EXPENSES

Gas purchased, production and depreciation. . . ... 130,024 141,883 169,362 181,205 206,900 144,507 183,774
Interest—long-term debt, other and amortization

of financing expenses. ....................... 18,420 21,674 25,124 24,745 26,781 20,077 21,583
INCOMEBAARES: « svrismvranimunmnig s st s 0% 4,306 4,235 4,653 5,776 6,869 5,121 10,589

152,750 167,792 199,139 211,726 _240,550 169,705 215,946

14,445 14,742 16,658 19,038 22,400 13,570 23,068

Minority interests in subsidiaries. .. .............. 2,089 1,501 2,089 2,138 2,327 1,534 2,528
Income (loss) prior to date of acquisition of sub-
sidiaries acquired during the period (a).......... 971 — ( 621) =l — — —

3,060 l,SOi_ 1,468 2,138 2,327 1,534 2,528

Income (loss) before extraordinary items

Gagsatilities! .« oo wimnemms R T e 6,323 7,980 9,288 10,823 10,326 5,483 9,722
Oil and gas exploration and production.......... 5,062 5,261 5,783 6,448 9.984 6,723 9,951
Coalivns e o 5e 2% S RS T S R e e — — 119 ( 371) ( 237 ( 170) 867
IncoME BEFORE EXTRAORDINARY ITEMS. . ... .. ... 11,385 13,241 15,190 16,900 20,073 12,036 20,540

EXTRAORDINARY ITEMS

Writedown of investment (net of deferred income
(T — = — — — = (2,334)

Reduction in a subsidiary’s income taxes resulting
from application of prior years’ tax losses, after

DO ANTEIESE . wiiivnin o sdibmiigsiint £ aie 95 — — — = o L= 1,138
NEGHTROIMEL S 16 25 £ 55 55 imennin i amribehmm b o 11,385 13,241 15190 16900 20,073 12,036 19,344
Dividend requirements on preference shares. ... .. .. 2,284 2,233 2,163 3,160 4,207 3,156 3,125
NET INcoME ApPLICABLE TO COMMON SHARES. .. ... $ 9,101 § 11,008 § 13,027 § 13,740 $ 15866 § 8,830 § 16,219
Weighted average number of Common Shares (000's - o )

OMIEEEAY . it c v o O T G 3 17,143 18,098 18,7‘89_ 19,059 19,276_ 19,241 19,391
Earnings per Common Share (c)

—before extraordinary items................... $.53 $.61 $.69 $.72 $.82 $.40 $.90

—NEt INCOME. . . ..ttt in e e ir e eee e einnes $.53 $.61 $.69 $.72 £.82 $.46 $.84
Fully diluted earnings per Common Share (c)

—before extraordinary items. .. ................ $.53 $.61 $.69 $.72 $.82 $.46 $.85

SREEANOONTE i e oiamstssamrmon v SOERERRIR § $.53 §.61 $.69 $.72 $.82 $.46 $.80
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NORCEN ENERGY RESOURCES LIMITED

NOTES TO UNAUDITED PRO-FORMA CONDENSED STATEMENT OF INCOME
GIVING EFFECT TO THE PROPOSED REORGANIZATION BUT EXCLUDING
THE ACQUISITION OF GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.

(tabular amounts in thousands of Canadian dollars)

(a) Under the terms of the proposed reorganization, the holders of the 399, minority interest in Cigol will
receive seven Common Shares of Norcen for every ten Common Shares of Cigol. The reorganization, in
accordance with Canadian accounting practice, will be accounted for as though it were a pooling of interests
and, accordingly, the pro-forma condensed statement of income reflects the elimination of minority interest
in the net income of Cigol for all periods.

Dividends on the First Preference Shares of N & C have been reclassified to minority interest since
under the terms of the proposed reorganization the holders of such shares remain shareholders of N & C.

(b) Under United States accounting principles, the reorganization would be accorded “‘purchase’” account-
ing treatment. Accordingly, income accruing to the minority interest prior to the date of reorganization would
not be included in consolidated net income nor would the cumulative effect have been credited to retained
earnings. As well, the excess of the cost of the minority shares of Cigol over their underlying book value at the
date of the reorganization, $14,000,000, would be included in property, plant and equipment on the company's
consolidated balance sheet and would be amortized in the future on the same basis as petroleum and natural
gas rights.

The following table presents a reconciliation of the two methods:

Nine Months Ended
September 30,
1973 1973 1974
Pro-forma net income applicable to Common Shares
(on Canadian basis).........cuoivviin e, $15,866 $ 8,880 $16,219
Amortization of excess cost attributable to petroleum and
natural gasrights. . ... ... .. ... . .. ... 954 801 852
Pro-forma net income applicable to Common Shares
(United States basis)*. . ...... .. ... . ... .. ... ... $14,912 $ 8,079 $15,367
Earnings per Common Share (United States basis)............ $ T $ .42 $ .79

*Non-recurring items of $299,000 ($.02 per share) and $474,000 ($.02 per share) as more fully
explained in Note (f) to the consolidated statement of income of N & C would, in the United States,
have been charged to income in 1974 and 1973, respectively, as cumulative effect adjustments.

Under United States accounting methods, this pro-forma condensed statement of income would be
prepared so as to present the transaction as if it had been made with effect as of January 1, 1973 and pro-
forma results would have been presented only for the year ended December 31, 1973 and the nine-month
periods ended September 30, 1973 and 1974.

(c) Per share earnings give effect to the Common Shares, convertible Preference Shares, warrants (assuming
substitution of Norcen warrants for all the N & C warrants) and options outstanding as a result of the
reorganization. See Note (d) to the consolidated statement of income of N & C as to method of computation.



NORTHERN AND CENTRAL GAS CORPORATION LIMITED

UNAUDITED PRO-FORMA CONDENSED BALANCE SHEET

GIVING EFFECT TO THE ACQUISITION

OF 1009, OF GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.
BEFORE THE REORGANIZATION

(in thousands of Canadian dollars)

The following unaudited pro-forma condensed balance sheet at September 30, 1974 gives effect to the
acquisition by Cigol of 1009, of the outstanding shares of Great Plains before the reorganization and without
giving effect to the exercise of the N & C right to acquire 229, of the Great Plains shares (Note 2). The acquisi-
tion has been accounted for as a purchase as if it had been completed at that date. This pro-forma condensed
balance sheet should be read in conjunction with the consolidated balance sheets of N & C and of Great Plains,
including the notes thereto, appearing elsewhere in this Information Circular and Proxy Statement.

Pro-forma
Great Adjustments N&C
N&C Plains Add (Deduct) Pro-forma
(Note 1)
ASSETS
CUITEnt ABIetR vy cpvasuin et o 5 B s e memnms S0 § i $ 67,708 $15,673 (a) $(2,600) § 75,081
(b)  (5,700)
Investments. . ... ..ot ivr it e 31,946 31,946
Property, plant and equipment,
less accumulated depreciation
and-depletion v« vovues ven s s e s s 8 a0 554,199 75,081 (a) 23,549 651,529
(b)  (1,300)
Deferred charges and otherassets.................. 16,423 235 16,658
Intangibile assets arising from acquisitions.......... 35,820 35,820
$706,096  $90,989 $13,949 $811,034
LiABILITIES AND EQuiTY
Current Babilities. ... . ... coiieie ol @ caiofs SN § 5 & 550 $ 73,065 $16,508 (b) $(7,000) $ 82,573
Btk 10808« s s wsne e 5 nam ¢ dvsatissras s 35,996 (a) $93,000 128,996
Long-termdebt........... ... 311,341 2,430 313,771
Deferred income tAXes. o i vun s vien s s svmiiies 39,321 19,580 (a) (19,580) 39,321
Minority interests............ccoiiiiiiitiiiraeaane 58,719 58,719
SHAREHOLDERS' EqQuiTy
Capital stock
Preference shares............ccoiiiiinniinnnnnnn 77,442 77,442
COmMon BNAFes: «..x cnwmmrs sevvies selwes vvs « s ol 78,957 3,246 (a) (3,246) 78,957
Contributed surplus..............coiiii i 25,258 (a) (25,258)
Retained armings: .«qn s v s s § sumessiizes sy 31,255 23,967 (a) (23,967) 31,255
$706,096  $90,989 $13,949 $811,034
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NORTHERN AND CENTRAL GAS CORPORATION LIMITED

NOTES TO UNAUDITED PRO-FORMA CONDENSED BALANCE SHEET
GIVING EFFECT TO THE ACQUISITION
OF 1009, OF GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.
BEFORE THE REORGANIZATION

NoTEl— For purposes of the pro-forma condensed balance sheet the following adjustments were made:

(a) The acquisition of all of the outstanding shares of Great Plains for $95,600,000 (subject to certain
adjustments) of which $93,000,000 is to be financed by a term bank loan repayable over ten years bearing
interest as to $43,000,000 at 1%, over the bank prime rate (increasing to 29 in various stages through the
term of the loan) and as to 850,000,000 at 34 of 19} above bankers’ acceptance rates (such rate would have
been approximately 9.8%, in the nine months ended September 30, 1974; 7.49%, in the year ended December
31, 1973). The loan will be secured by a pledge of the shares of Great Plains. Annual repayments, which
commence in 1976, are as follows:

1976—86,000,000, 1977—§8,000,000, 1978—$8,000,000, 1979—$8,000,000, with increasing
amounts due during the balance of the term.

On consolidation, the excess of the cost of the shares of Great Plains over their underlying book value
at the date of acquisition, $23,549,000, is included in property, plant and equipment on the company’s
consolidated balance sheet and will be amortized in the future on the same basis as petroleum and natural
gas rights. See note 1(a) to the unaudited pro-forma condensed statement of income of N & C giving effect
to the acquisition by Cigol of Great Plains.

(b) The transfer of certain properties (net) by Great Plains to and from an affiliated company in return for
a note of $1,300,000 and the repayment by Great Plains of the amount due to the parent company by the
transfer of the note ($1,300,000) and cash of $5,700,000.

NotE 2—The exercise of N & C's right to acquire 229, of the shares of Great Plains from Cigol would
have no effect on the pro-forma condensed balance sheet.
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NORTHERN AND CENTRAL GAS GORPORATION LIMITED
UNAUDITED PRO-FORMA CONDENSED STATEMENT OF INCOME
GIVING EFFECT TO THE ACQUISITION OF 1009,

OF GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.
BEFORE THE REORGANIZATION

(in thousands of Canadian dollars)

The following unaudited pro-forma condensed statement of income for the year ended December 31,
1973 and for the nine months ended September 30, 1973, and September 30, 1974 gives effect to the acquisi-
tion by Cigol of 100% of the outstanding shares of Great Plains before the reorganization and without giving
effect to the exercise of the N & C right to acquire 229, of the Great Plains shares (Note 3). The acquisition
has been accounted for as a purchase as if it had been made with effect as of January 1, 1973. This statement
should be read in conjunction with the consolidated statements of income of N & C and Great Plains and
other consolidated financial statements, including the notes thereto, appearing elsewhere in this Information
Circular and Proxy Statement.

Nine Months Ended
Year Ended December 31, 1973 September 30,
Pro-forma 1973 1974
Great Adjustments N&C N&C N&C
N&C Plains  Add (Deduct) Pro-forma Pro-forma Pro-forma
REVENUE (Note 1)
Crae UBIILIEE: oo s s vy & e 5 gve $188,591 $188,501 $132,225 $164,089
0il and gas exploration and production 58,064 $18,735 77,699 53,226 74,829
Coalie i i iuis ¢ mrsawss Sl s Ses 8 s 15,395 15,395 11,079 17,687
262,950 18,735 281,685 196,530 256,605
CosTts AND EXPENSES
Gas purchased, production.......... (a) 2,444
and depreciation................. 206,900 9,723 (b) 772 219,839 154,052 193,309
Interest—long-term debt, other and
amortizationof............... ...
financing eXpenses. . ............. 26,781 1,406 (c) 7,700 35,887 26,494 30,400
Income taxes.........ocenevevcsan- 6,869 2,521 (d) (3,174) 6,216 4,631 10,534
240,550 13,650 7,742 261,942 185,177 234,243
22,400 5,085 (7,742) 19,743 11.353 22,362
Minority interests in subsidiaries. .. ... 5,843 (e) (1,047) 4,796 2,977 5,854
Income (loss) before extraordinary items
Gas utilities.. . .. ....ovee v nn s 10,754 10,754 5,811 10,041
Oil and gas exploration and production 6,040 5,085 (6,695) 4,430 2,735 5,600
(a7 | A S A (237) (237) (170) 867
INcoME BEFORE EXTRAORDINARY ITEMS 16,557 5,085 (6,695) 14,947 8,376 16,508

EXTRAORDINARY ITEMS
(after minority interest)
Writedown of investment
(net of deferred income taxes)..... (1,414)
Reduction in a subsidiary's
income taxes resulting
from application of

prior years’ tax losses. ... ........ 1,138
Premium paid and debenture costs
written off (net of income taxes). . (1,156)
NET INCOME. o » s s & s v » 16,557 5,085 (6,695) 14,947 8,376 15,076
Dividend requirements on
preference shares................... 4,635 4,635 3,484 3,444
NET INCOME APPLICABLE TO
COMMON SHARES. .......cocvvnvnnns $ 11,922 § 5,085 $(6,695) $ 10,312 § 4,892 § 11,632
Weighted average number of
Common Shares (000’s omitted)... .. 13,426 13,425 13,437

Earnings per Common Share (Note 4)
—before extraordinary items........ $. $ . $
—NEEANCOMIE. s ik e & Fimas Swieis wEei $ .77 $ .36 $ .87

Fully diluted earnings per
Common Share (Note 4)

—before extraordinary items........ $.
—NEE NGO 5 o st Geresmssa o siets $ .77
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NORTHERN AND CENTRAL GAS CORPORATION LIMITED

NOTES TO UNAUDITED PRO-FORMA CONDENSED STATEMENT OF INCOME
GIVING EFFECT TO THE ACQUISITION OF 1009, OF
GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.
BEFORE THE REORGANIZATION

NotE 1—For purposes of the pro-forma condensed statement of income the following adjustments were
made:

(a) depletion of petroleum and natural gas rights which includes the excess cost arising on the acquisition
and excludes the properties transferred by Great Plains to an affiliated company has been provided on the
unit-of-production basis based on the total estimated recoverable reserves of N & C and Great Plains.

(b) depreciation has been calculated on the fair value of the plant and equipment acquired on the same basis
as N & C.

(c) interest has been provided on the term bank loan of $93,000,000 at the applicable rates-in effect during
the periods.

(d) the adjustment reflects the tax effect of changes in depreciation and interest expense.

(e) the adjustment reflects the minority interest in the net income of Cigol after giving effect to the acquisi-
tion of 1009, of the Common Shares of Great Plains by Cigol.

Notk 2—The payment arrangement amounting to $1,200,000, as described in note 7(b) to the consolidated
financial statements of Great Plains, has not been included in this pro-forma statement of income because
it is considered to be non-recurring.

Note 3—If the proposed reorganization is not completed Cigol will have acquired a 1009, interest in Great
Plains for its own account, subject to a right given N & C as part of the arrangement enabling N & C to
acquire 229, thereof.

The following reflects the restatement of N & C’s pro-forma consolidated statement of income on the
exercise of the right.

Assuming N & C acquires a 22%

interest
Year Ended Nine Months Ended
December 31, September 30,
1973 1973 1974
Cotigolidated Leveiies. .. ¢ vuu s w3 v o S @ ot ¥ S6s & wis & $281,685 $196,530 $256,603
Cosats anid EXPEnEEs: s v svsvi 5 s © owis Fale s ¥ 599 5 v & S8 5 5 8 8 8 262,584 185,627 235,039
MiInority INterestS, . . . . ..o vt it i e 5,026 3,169 5,915
Income before extraordinary item............................ 14,075 7,734 15,651
NI INCOITE 5 10 g s sniss . s mEness A0S % MGG L6 Rt PR ¥ @5 & Homm 14,075 7,734 14,054
Earnings per Common Share
before extraordinary item............ .o $.70 $.32 $.91
NEE IMCOMMIE . . oo o vttt et et e et e e e e $.70 $.32 $.79

NoTe 4—See Note (d) to the consolidated statement of income of N & C as to method of computation
of per share earnings.
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CANADIAN INDUSTRIAL GAS & OIL LTD.

UNAUDITED PRO-FORMA CONDENSED BALANCE SHEET
GIVING EFFECT TO THE ACQUISITION OF 1009, OF
GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.

BEFORE THE REORGANIZATION

(in thousands of Canadian dollars)

The following unaudited pro-forma condensed balance sheet at September 30, 1974 gives effect to the
acquisition by Cigol of 100% of the outstanding shares of Great Plains before the reorganization. The
acquisition has been accounted for as a purchase as if it had been completed at that date. This pro-forma
condensed balance sheet should be read in conjunction with the consolidated balance sheets of Cigol and
Great Plains, including the notes thereto, appearing elsewhere in this Information Circular and Proxy

Statement.

ASSETS

Current assets. .o vu v vin i e e

Investments. ............... e

Property, plant and equipment, less accumu-
lated depreciation and depletion...........

Otherassets. . .......oviiiein ..

LiABILITIES AND EQUITY
Current liabilities. ... .....................
Bank:loans.! .o s nn s s s s v
Long-<terin debt:us s ven 5 naes © oikes
Deferred income taxes.....................

Minority interests.........................

SHAREHOLDERS' EQuiTy
Capital Stocks: cous & srns 2iEn s L Sinas
Contributed surplus. ......................

Retained earnings.........................

Pro-forma
Adjustments
Cigol Great Plains Add (Deduct)
(Note 1)
$ 23,178 $ 15,673 (a) $ (2,600)
(b)  (5,700)
22,542

136,268 75,081 (a) 23,549
(b)  (1,300)

2,075 235
$184,063 $ 90,989 $ 13,949
$ 14,614  $ 16,508 (b) $ (7,000)
31,471 (a) § 93,000

14,760 2,430
39,321 19,580 (a) (19,580)

2,010

29,283 3,246 (a) ( 3,246)
173 25,258 (a) (25,258)
52,431 23,967 (a) (23,967)

$184,063 $ 90,989
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$ 13,949

Cigol
Pro-forma

$ 30,551

22,542

233,598

2,310

$289,001

$ 24,122
124,471
17,190
39,321

2,010

29,283
173
52,431

$289,001



CANADIAN INDUSTRIAL GAS & OIL LTD.

NOTES TO UNAUDITED PRO-FORMA CONDENSED BALANCE SHEET
GIVING EFFECT TO THE ACQUISITION OF 1009, OF
GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.
BEFORE THE REORGANIZATION

Note 1 For purposes of the pro-forma condensed balance sheet the following adjustments were made:

(a) The acquisition of all of the outstanding shares of Great Plains for $95,600,000 (subject to certain
adjustments) of which $93,000,000 is to be financed by a term bank loan repayable over ten years bearing
interest as to $43,000,000 at 1%, over the bank prime rate (increasing to 2%, in various stages through the
term of the loan) and as to $50,000,000 at 24 of 19, above bankers' acceptance rates (such rate would have
been approximately 9.8%, in the nine months ended September 30, 1974; 7.4%, in the year ended December
31, 1973). The loan will be secured by a pledge of the shares of Great Plains. Annual repayments, which
commence in 1976, are as follows:

1976—86,000,000, 1977 —8§8,000,000, 1978 —$8,000,000, 1979—$8,000,000, with increasing
amounts due during the balance of the term.

On consolidation, the excess of the cost of the shares of Great Plains over their underlying book value
at the date of acquisition, $23,549,000 is included in property, plant and equipment on the company'’s
consolidated balance sheet and will be amortized in the future on the same basis as petroleum and natural
gas rights. See note 1 (a) to the unaudited pro-forma condensed statement of income of Cigol giving effect
to the acquisition of Great Plains.

(b) The transfer of certain properties (net) by Great Plains to and from an affiliated company in return
for a note of $1,300,000 and the repayment by Great Plains of the amount due to the parent company by the
transfer of the note ($1,300,000) and cash of $5,700,000.

Note 2 N & C will have a right to acquire 229, of the shares of Great Plains, which, if exercised, would

increase Cigol’s current assets by $572,000, reduce the excess cost by $9,488,000, reduce the bank loans by
$20,460,000 and establish a further minority interest of $11,544,000.
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CANADIAN INDUSTRIAL GAS & OIL LTD.

UNAUDITED PRO-FORMA CONDENSED STATEMENT OF INCOME
GIVING EFFECT TO THE ACQUISITION OF 1009, OF
GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.
BEFORE THE REORGANIZATION

(in thousands of Canadian dollars)

The following unaudited pro-forma condensed statement of income for the year ended December 31, 1973 and
for the nine months ended September 30, 1973 and September 30, 1974 gives effect to the acquisition by Cigol
of 100% of the outstanding shares of Great Plains before the reorganization. The acquisitiori has been
accounted for as a purchase as if it had been made with effect as of January 1, 1973. This statement should
be read in conjunction with the consolidated statements of income of Cigol and of Great Plains and other
consolidated financial statements, including the notes thereto, appearing elsewhere in this Information
Circular and Proxy Statement.

Nine Months Ended

Year Ended December 31, 1973 September 30,
Pro-forma 1973 1974
Great Adjustments Cigol Cigol Cigol
Cigol Plains Add (Deduct) Pro-forma Pro-forma Pro-forma
REVENUE (Note 1)
Sales, service and other operat-
ing revenue. . ............. $58,335 $16,527 3 $74,862 $51,314 872,636
Interest and other income. . ... 629 2,208 2,837 1,912 2,191
58,964 18,735 77,699 53,226 74,827
CosTs AND EXPENSES
Gas and other merchandise pur-
chased and selling, operating
and administrative expenses 31,163 4,891 36,054 23,869 32,452
Interest. .. ................. 2,370 1,406 (c) 7,700 11,476 8,149 11,862
Depletion, depreciation and
mineral exploration. ....... 9,363 4832 (a) 2,444 17,411 12,675 13,179
(b) 772
Minority interests. .......... 68 68 132 125
42,964 11,129 10,916 65,009 44 825 57,618
INcoME BEFORE INcOME TaXEs
AND EXTRAORDINARY ITEM. . .. 16,000 7,606 (10,916) 12,690 8,401 17,209
Income taxes................ 6,085 2,521 (d) (3,174) 5,432 3,909 7,962
INcoME BEFORE EXTRAORDINARY
ITEMs. ... .. .. ... ... ..... 9,915 5,085 (7,742) 7,258 4,492 9,247
EXTRAORDINARY ITEMS
Writedown of investment, net
of deferred income taxes. ... (2,334)
Premium paid and debenture
costs written off (net of in-
come taxes)............... (1,908)
NET INCOME. . ................ $ 9915 § 5,085 $(7,742) 8 7,258 $ 4,492 $ 5,005
Weighted Average Number of
Common Shares Outstanding
(000’s omitted) . cos osnn o iois s 21,490 21,438 21,644
EARNINGS PER COMMON SHARE
—before extraordinary items. $.34 $.21 $.43
—netincome. . ............. 8.34 821 $.23
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CANADIAN INDUSTRIAL GAS & OIL LTD.

NOTES TO UNAUDITED PRO-FORMA CONDENSED STATEMENT OF INCOME
GIVING EFFECT TO THE ACQUISITION OF 1009, OF
GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.
BEFORE THE REORGANIZATION

Note 1 For purposes of the pro-forma condensed statement of income the following adjustments were made:

(a) depletion of petroleum and natural gas rights which includes the excess cost arising on the acquisition
and excludes the properties transferred by Great Plains to an affiliated company has been provided on the
unit-of-production basis based on the total estimated recoverable reserves of Cigol and Great Plains.

(b) depreciation has been calculated on the fair value of the plant and equipment acquired on the same
hasis as Cigol.

(c) interest has been provided on the term bank loan of $93,000,000 at the applicable rates in effect during
the periods.

(d) the adjustment reflects the tax effect of changes in interest expense and depreciation.

NoTE 2 The payment arrangement amounting to $1,200,000, as described in note 7(b) to the consolidated
financial statements of Great Plains, has not been included in this pro-forma statement of income because
it is considered to be non-recurring.

Note 3 If the proposed reorganization of N & C and Cigol is not completed Cigol will have acquired a
1009, interest in Great Plains for its own account, subject to a right given N & C as part of the arrange-
ment enabling N & C to acquire 229, thereof.

The following reflects the restatement of Cigol's pro-forma consolidated statement of income on the

exercise of the right by N & C,
Assuming N & C acquires a 22%
interest

Nine Months Ended

plescnded M e s,
1973 1973 1974

REVENUE. - o o o ot e e e $ 77,699 $ 33,226 $ 74,827
Costs and eXPENSES. « o vun ¢ o fea § ain & sy @ aes sale © u § S 62,562 42,999 55,346
Minority interests. ... ...\ttt e 1,073 816 1,169
THCOIME RARBE ccucs & 5 oo » s S & evi y it & Gy ardiy o 0 5nsns aesens 3 w7ass 6,074 4,359 8,758
Income before extraordinary items........................... 7,990 5,052 9,554
NGt IHCOMB s e ¢ a0 § FE e T b Fava gy v swis & i 7,990 5,052 5:422
Earnings per Common Share

—before extiaordinaiy TeME wawe won = vum o v ¢ s perens s $.37 $.24 $.44

—NEE IMCOMIB. L . vttt e e e e et e e et i e e $.37 $.24 $.26
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BUSINESS AND PROPERTIES OF N & C

N & C, directly and indirectly through its utility subsidiaries, is engaged in the distribution of natural
gas to industrial, commercial and residential fuel consumers in certain areas of the Province of Manitoba
(primarily metropolitan Winnipeg), of the Province of Ontario, and of the Province of Quebec (primarily
metropolitan Montreal). Its combined system forms one of the largest gas distribution systems in Canada.
The population of the communities which it serves is approximately 4,400,000 or 20% of Canada's total
population.

In addition to its utility operations, N & C owns approximately 61% of the outstanding Common Shares
of Cigol and approximately 827, of the aggregate outstanding Class A (common) and Class B (common)
Shares of Coleman.

UTILITY OPERATIONS
General
The utility business of N & C and its subsidiaries is organized into three divisions: the Ontario Division,
the Quebec Division and the Manitoba Division.

The Ontario Division consists of the gas distribution operations of N & C and Le Gaz Provincial du
Nord de Québec Ltée (“Le Gaz") and the gas transmission operations of Champion Pipe Line Corporation
Limited (““Champion”). Le Gaz and Champion are wholly-owned subsidiaries.

The Quebec Division consists of Gaz du Québec, inc. (“Gaz du Québec”), a wholly-owned subsidiary of
N & C, and of Gaz Métropolitain, inc. (“Gaz Métropolitain™), approximately 829, of the outstanding
Common Shares of which are owned by N & C. Gaz Métropolitain became a subsidiary in 1967 at which
time 659, of its outstanding Common Shares were acquired. Between 1967 and 1970 N & C increased its
ownership of Common Shares of Gaz Métropolitain from 659, to 82%,. The balance of the Common Shares
of Gaz Métropolitain is publicly held, and such shares are traded on the Toronto and Montreal Stock
Exchanges.

The Manitoba Division consists of Greater Winnipeg Gas Company (“Greater Winnipeg’'), which
serves metropolitan Winnipeg. N & C owns 99.79 of the outstanding Common Shares of Greater Winnipeg.

Figures given under the heading “Utility Operations” include 1009, of the figures for Gaz Métropolitain
and Greater Winnipeg.

Gas Revenues, Volumes of Gas Sold and Customers

The following table sets forth selected financial and operating statistics for N & C’s utility business for
the five years ended December 31, 1973 and for the nine-month periods ended September 30, 1973 and
September 30, 1974:

Nine Months Ended
Year Ended September 30,
1969 1970 1971 1972 1973 1973 1974
Miles of pipe at end of period— Not Not
distribution and transmission.............. 4,696 4,764 4,871 5,053 5,144 available available
Active customers at period-end
Industrial....... ... ..., 1,973 2,038 2,072 2,050 2,086 2,090 2,085
COMMErcial - cuamm v e smmmaisias e 9 25,319 25,730 26,364 27,179 28,103 27,572 28,900
Residential..................coiivuinn... 371,216 369,508 370,985 374,315 '5_79 24_6 369,527 373,249
TOEAL, ....cocimiviaby e wis 50 v imimiaimis o i s are simnis 398,508 397,276 399,421 403,544 406,835 399,189 404,234
Volumes of gas sold (mmcf)
Industrial, firm...... ... ... ... .. ........ 54,727 62,334 73,449 84,888 90,805 65,494 76,199
Industrial, interruptible................... 45,248 50,865 49,031 41,254 48,171 36,160 34,482
Commercial.............c.ovvirinnn... 26,862 29,118 29,303 33,623 33,847 23,657 30,016
Besidential. . .du v vavn sovswmmmms s o s 40,600 43,778 43,869 48,499 45,359 31,196 34,597
Potal' e sres s ameammsrmnmes e 167,437 186,095 195,652 208,264 218,182 156,507 175,294
Gas revenues (000’s omitted)
Industrial, irm.................c.c0000... 8 28836 $ 33,464 § 40,259 $ 47,310 $ 56,664 $ 39,849 $ 52,436
Industrial, interruptible................... 16,634 19,522 20,790 17,263 21,922 15,635 19,594
Commertal. s - vimmmssmninase avaminm 21,778 23,641 24,626 28,160 29,383 20,251 26,368
Restdentialin, %5, o5 oo e 56,50 st 49,803 53,289 54,381 58,789 57,055 39,182 44,785
Total. ..o i e e $117,051 $129,916 $140,056 $§151,522 §165,024 $114,917 $143,183
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See “Management’s Discussion and Analysis of N & C’s Consolidated Statement of Income’ as to
seasonal factors affecting the utility business.

The following table sets forth numbers of customers at December 31, 1973, and volumes of gas sold and
gas revenues for each of the utility divisions of N & C for the year ended December 31, 1973:

Ontario Quebec Manitoba
Division Division Division Total
Active customers
Residential .. vimwos seomnss v e ieme s a8 e e e v 84,742 177,195 114,709 376,646
Commerciali; . i iiiimeie S5 phe i st wedh o e ShAd O 05804005 8,981 9,561 9,561 28,103
THAOBEERL: v coasimmsininsi s ssiorerers raiieaies SroBhReTe et We 5 SSEAS e 376 1,458 252 2,086
Total s coumaaram s oleds & wpres sy S T Feae 94,099 188,214 124,522 406,835
Volumes of gas sold (mmecf)
Residential. . ..o %6 ams oo iis somomimimemnmsiasmsne v bidin b eeiins 12,236 14,930 18,193 45,359
COMMBEOTALL cown i s s e s s aaE s S e 11,406 8,312 14,129 33,847
Industrial, Beme s cimimees i ob simmme e e e 1 8 s 61,243 28,261 1,301 90,805
Industtial, interruptiblé. ..o os vamorsmsein semmmmi % o do 27,187 6,790 13,594 48,171
Fotalvsrvnnen svopmmesarasn S0 SRaraES R EOTNTEEarS &5 3% | 112,672 58,293 47,217 218,182
Gas revenues (000's omitted)
Regidential s iz moaossnne o Sy in O S insyam i 56 55 $ 15,330 $ 24,753 $ 16,972 $ 57,055
EOMITTEFCIAL v st SRR S Ia e a0 e 9,268 10,140 9,975 29,383
Indiisteial: Armcs: sransi S e demen i i Surei 18 Sesn 33,230 22,670 764 56,664
Industrial, interruptible. . ... ... e e s 13,070 4,877 3,975 21,922
TEEAl s scamsmive i pasapvemsessmen G 5 SIARTO YT $ 70,898 $ 62,440 $ 31,686 $165,024

Areas Served by the System
Ontario Division

The Ontario Division is the largest in the system in terms of the size of the area served and the volume of
gas sold. It distributes natural gas at various points along the transmission line of TransCanada PipeLines
Limited (“TransCanada”) from Kenora in the west, near the Manitoba-Ontario border, to a point 80 miles
north of Toronto, and in an area extending 200 miles east from Port Hope along the north shores of Lake
Ontario and the St. Lawrence River. The Division also distributes natural gas in Sault Ste. Marie and
Sudbury, Ontario, and in Rouyn and Noranda in northwestern Quebec near the Ontario border.

In the northern and western areas of this Division, there are a number of large industrial companies
engaged in the production and processing of natural resources including timber, nickel, iron, copper, zinc,
lead, silver and gold. The Ontario Division serves most of the companies developing these resources and in
many cases supplies their entire fuel requirements. In that part of the Division located along the north shores
of Lake Ontario and the St. Lawrence River, industrial activity is more diversified and includes both primary
and secondary manufacturing.

The 10 largest industrial customers accounted for approximately 439 of the Division’s total 1973
revenues, and one such customer, The International Nickel Company of Canada, Limited, accounted for
9.49%, of such revenues.

At the present time natural gas has a price advantage over other fuels throughout this region. Average
revenue per mcf of the Division for the year ended December 31, 1973 was 63¢ and for the nine-month
periods ended September 30, 1973 and September 30, 1974 was 61¢ and 70¢ respectively.

Quebec Division

The area served by the Quebec Division comprises greater Montreal and the two nearby counties of
Richelieu and Verchéres and also the city of Sherbrooke, 100 miles east of Montreal, which is served by a
propane air system. The Montreal area has a population of approximately 3,000,000.

The substantial price increases since mid-1973 of fuel oil have enhanced the potential for growth in sales
of natural gas. Natural gas currently has a price advantage over fuel oil. Average revenue per mcf of the
Division for the year ended December 31, 1973 was $1.07 and for the nine-month periods ended Sep-
tember 30, 1973 and September 30, 1974 was $1.05 and $1.08 respectively.
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Maniteba Division

Metropolitan Winnipeg, the area served by the Division, has a population of approximately 600,000 and
is the leading commercial, transportation and distribution centre of the Canadian Mid-West. The severe and
lengthy winters in this area result in a large requirement for heating fuels. Owing to the proximity of Winnipeg
to gas-producing areas, natural gas is the most economical fuel and, consequently, the Division has been
successful in attaching a very high percentage of the residential and commercial heating market. Average
revenue per mcf of the Division for the year ended December 31, 1973 was 67¢ and for the nine-month
periods ended September 30, 1973 and September 30, 1974 was 65¢ and 73¢ respectively.

Capital Expenditures and Utility Plant

The following tables set forth by category and by division the expenditures for additions to utility plant
during the five years ended December 31, 1973:
1969 1970 1971 1972 1973
(in thousands of dollars)

New service lines, meters

and regulators.............. .. .. ... ... ... $ 5,280 $ 3,721 $ 4,853 $ 6,408 $ 6,295
New distribution mains. ... cve s e s evasinses 8,087 1,627 1,801 12,996 4,126
Rental appliances.......................... 8,968 2,413 2,203 1,925 2,748
Improvement of existing distribution facilities. 6,803 3,209 5,397 4,080 5,196
Gas liquefaction and storage plants. . ... ... .. 5,891 1,552 1,455 4,110 90
(0 ) 5 ) SRR s S e 10,133 4,667 7,247 674 3,290

TOtaAL. o « oo simniin « wiome v + stk swisss & stacs T & wise i $45,164 $17,189 $22,956 $30,193 $21,745
Ontario Division.............ccciiiirenn. .. 14,655 3,865 6,257 8,918 5,889
Quebec Division........................... 24,524 7,738 10,140 15,801 11,097
Manitoba Division. .. ...................... 5,985 5,586 6,359 5,474 4,759

TOtA]: ¢ voimes 5000 5 2a8 & 23005 Suiend T 5500 5 snodb e $45,164 $17,189 $22,956 $30,193 $21,745

At December 31, 1973, the utility divisions owned gas appliances having an original cost of $39,251,000
which were installed on the premises of commercial and residential customers generally under monthly leases.

At September 30, 1974, the gross and net book values of property, plant and equipment of the utility
divisions were approximately:

Gross Net
(in thousands of dollars)
ORtALTE IIVISION i « s+ wmens wamem soammes o & oo Seimes + TO% § S0 39907 Vielda B8 & 8§157,067 $132,766
Quebec DIVISION. . ... .o e 212,825 177,808
Manitoba DiIviSIOn. . ... ..o e s 89,990 71,381
Total. o e $459,882 $381,955

The Ontario and Quebec Divisions operate gas liquefaction and storage plants, located near Sudbury,
Ontario and in Montreal, to provide additional gas on days of peak demand during the winter months and
to provide economies in gas costs. These plants have storage capacities of 600,000 mcf and 2,000,000 mcf,
respectively.

The expenditures for additions to utility plant in 1974 are estimated to have been approximately
$41,600,000, of which $13,000,000 were for the Ontario Division, $21,100,000 for the Quebec Division, and
$7,500,000 for the Manitoba Division. As of September 30, 1974, approximately $19,300,000 of these ex-
penditures had been made. The estimated expenditures for additions to utility plant in 1975 are $34,000,000,
which will be financed from N & C operating revenues, through available N & C bank lines of credit, and
from the proceeds of the issue of N & C securities.

Substantially all of the utility properties and facilities are subject to first mortgage liens under the
trust indentures securing outstanding bonds.

Natural Gas Supply

Most natural gas for N & C's utility divisions is currently purchased from TransCanada. Recently the
Manitoba and Quebec Divisions contracted to purchase quantities of gas directly from other parties for
delivery by TransCanada, as outlined below.
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The principal contracts under which the Ontario Division is currently purchasing natural gas terminate
on various dates from 1978 to 1994. The Division is entitled under all gas supply contracts to purchase in the
current contract year a maximum aggregate amount of 334,850 mcf per day on a 907, annual load factor basis,
which in effect means that the Division must pay for (if tendered) at least 90%, of the gas which it is entitled
to purchasz during the contract year whether or not it takes delivery of such gas. (A contract year runs from
November 1 to October 31.) If the amount of gas actually taken is less than that required to be paid for,
delivery of the deficiency may be taken during the following two contract years, at the then current price.
The average load factors for the year ended December 31, 1973 and for the contract year ended October 31,
1974 were 92.5%, and 93.5% respectively. The average cost per mef of all natural gas purchased by the
Ontario Division was 44.4¢ for the year ended December 31, 1973 and 50.7¢ for the contract year ended
October 31, 1974.

The principal contracts under which the Quebec Division is presently purchasing natural gas from Trans-
Canada terminate in 1979, 1988, 1990, 1993 and 1994. The maximum aggregate delivery under all contracts
with TransCanada in the current contract year is 221,200 mcf per day on a 909, annual load factor basis. The
average load factors for the year ended December 31, 1973 and for the contract year ended October 31, 1974
were 91.5%; and 95.5% respectively. The average cost per mcf of all gas purchased by the Quebec Division
was 49.7¢ for the year ended December 31, 1973 and 56.1¢ for the contract year ended October 31, 1974.
The Quebec Division has contracted to purchase additional gas supplies from Pan-Alberta Gas Limited for
delivery by TransCanada commencing on November 1, 1974 for a term of 6 years at the rate of 35,500 mcf
per day; negotiations are proceeding to extend the term of this contract, but no assurance can be given that
such negotiations will suceed. The requisite approvals to remove this gas from Alberta have been given by
the Alberta government. The National Energy Board (“NEB) has approved the construction by Trans-
Canada of additional pipeline facilities to transport this gas. Deliveries pursuant to this contract com-
menced on November 1, 1974 at a rate of 18,000 mcf per day and it is expected that delivery will increase to
the contract rate over a period of several months.

The principal contracts under which the Manitoba Division is presently purchasing natural gas from
TransCanada terminate on.various dates from 1977 to 1994. Under all contracts with TransCanada, the
Manitoba Division is entitled to purchase in the current contract year a maximum aggregate amount
of 199,000 mcf per day on a 659, annual load factor basis. The average load factors for the year ended
December 31, 1973 and for the contract year ended October 31, 1974 were 66.2%, and 69.19%, respectively.
The average cost per mcf of all gas purchased by the Manitoba Division was 36.4¢ for the year ended
December 31, 1973 and 40.6¢ for the contract year ended October 31, 1974, In addition to these supplies, the
Manitoba Division has contracted to purchase from Provident Resources Limited additional gas to be
delivered by TransCanada commencing on November 1, 1974 which at the contracted delivery rate of 10,000
mcf per day would be deliverable over a term of approximately 12 years. The status of regulatory approvals
and facilities construction is the same as for the Quebec Division's purchase from Pan-Alberta Gas Limited
discussed above. N & C anticipates that deliveries at the contracted rate pursuant to this contract will
commence by the end of January, 1975.

The following table sets forth the aggregate deliveries to be made by TransCanada and the other
suppliers referred to above under existing gas supply contracts assuming delivery of contracted take-or-pay
load factor volumes:

Contract
Year
Commencing Ontario Manitoba Quebec N&C
November 1 Division Division Division Total
(in billions of cubic feet)
1974 110 51 84 245
1975 110 51 84 245
1976 106 49 82 237
1977 106 22 82 210
1978 36 22 82 160
1979 56 22 34 112
1980 56 22 34 112
1981-1993 335 148 298 781
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N & C anticipates that natural gas to be supplied under these contracts will satisfy projected customer
requirements for the calendar vear 1975. However, no assurance can be given at this time that TransCanada
will not curtail deliveries under these contracts during 1976 and subsequent years due in part to deliverability
problems, discussed below. TransCanada has informed N & C that, unless it is successful in acquiring addi-
tional supplies for removal from Alberta, it will be unable to satisfy the forecasted market demand of its
Canadian customers until the availability of frontier reserves is assured: The N & C utility divisions intend
to seek additional quantities of gas in order to meet increased demand in 1975 and subsequent years, but
there is no assurance that such additional quantities can be obtained.

In a recent statement on natural gas, Ontario’s Minister of Energy indicated government opposition
to the expansion by Ontario gas utilities of Ontario gas markets until TransCanada assures them of sufficient
gas supplies to allow them to maintain current market levels. He also indicated that authority for allocation
of natural gas among Ontario users on a priority basis would be given to the Ontario Energy Board.

TransCanada recently estimated that as of October 31, 1974 it had under long-term gas purchase con-
tracts approximately 23.4 trillion cubic feet of remaining gas reserves in Western Canada. The withdrawal
by TransCanada from these reserves in the 12 months ended October 31, 1974 was 1.244 trillion cubic feet.
Although the volume of gas which TransCanada has under contract exceeds the volume of gas which it has
contracted to sell, TransCanada has indicated that it will have to purchase additional volumes of gas or it will
encounter deliverability problems normally occurring from time to time due to declining reservoir pressures.

The NEB estimated in a January, 1974 decision that, as of June 30, 1973, the remaining total supply of
natural gas in Canada (excluding the Mackenzie Delta, Beaufort Sea and Arctic Islands reserves not yet
deemed to be marketable) was 54.6 trillion cubic feet. Current annual marketable gas production in Canada is
approximately 2.6 trillion cubic feet, of which approximately 1.02 trillion cubic feet is exported to U.S.
customers under existing gas export licences. Under the National Energy Board Act, the NEB is permitted
to authorize additional gas exports only if it determines that the gas to be exported does not exceed the
surplus remaining after due allowance has been made for the reasonably foreseeable requirements for use in
Canada. Since August, 1970, the NEB has approved only the export of a small quantity of the natural gas
derivative ethane. Other applications for the export of natural gas are pending the results of a NEB review
of Canadian gas supply and requirements.

Large reserves of natural gas have been indicated to exist in the Mackenzie Delta and off-shore islands
area of Canada’s Arctic and active drilling programs are presently under way to prove up additional reserves.
Study projects such as Canadian Arctic Gas Study Limited (in which N & C is a participant) and Polar Gas
Limited are conducting research and preparing plans for facilities to bring these reserves to market early in
the 1980’s, subject to governmental approvals, obtaining financing, and resolution of remaining technical
problems.

Regulation

Under the National Energy Board Act the tariffs for the sale of natural gas by an interprovincial gas
transmission company, including sales by TransCanada to the utility divisions under the contracts described
above, are subject to regulation by the NEB. In December, 1973, TransCanada submitted two applications
to the NEB for increases in TransCanada's existing tariffs. The decision on the first application (relating
to the rate base and the rate of return) was rendered by the NEB on July 22, 1974 and resulted in an approxi-
mate average increase of 2¢ per mcf for the three utility divisions effective September 1, 1974. The
date for the hearing on the second application has not yet been announced. In the second application
TransCanada is seeking to increase the amounts which it charges for depreciation and income taxes in its
rates. N & C estimates that, if such application is approved by the NEB, an increase would result in the
average price of natural gas of approximately 12.1¢ per mcf in the case of the Ontario Division, 8.7¢ per
mcf in the case of the Manitoba Division, and 17.4¢ per mcf in the case of the Quebec Division. As a result
of a further application on August 9, 1974 the NEB granted TransCanada a rate increase effective November
1, 1974 which passes on to TransCanada’s customers increases in its cost of gas. This represents increases to
the Ontario Division of 23.6¢ per mcf, to the Manitoba Division of 22.5¢ per mcf, and to the Quebec Division
of 24.1¢ per mcf. TransCanada has made two further applications to the NEB for minor rate increases. The
first is to reflect increased operating costs, while the second is to permit TransCanada to include in its rate
base the cost of a study of coal gasification. Hearings were held on each of the applications during January,
1975.

57



The Federal Minister of Energy, Mines and Resources has stated that the Federal Government believes
that an increase in the price of natural gas consumed in Canada is necessary in order to induce additional
supplies and to restrain inefficient and wasteful uses of this high quality fuel arising from its relative cheapness
compared to fuel oil alternatives. The Minister has announced that the Government will take steps (including
legislation giving it power to set natural gas prices) to insure that domestic natural gas prices do not jump
drastically next fall but instead increase in stages over the next few years to a price level competitive with the
domestic oil price.

N & Cand its utility subsidiaries are subject to regulation with respect to such matters as rates, adequacy
of service, public safety aspects of construction methods and materials, acquisition, extension and abandon-
ment of certain facilities, accounting and depreciation. Regulatory approval is not required for the issuance
of securities of N & C, but regulatory approval is required for the issuance of securities by the utility subsi-
diaries other than Champion. Regulation is by the Ontario Energy Board (““OEB”) in the case of N & C, by
the Public Utilities Board of Manitoba in the case of Greater Winnipeg, by the Electricity and Gas Board
of Quebec in the cases of Gaz Métropolitain, Le Gaz and Gaz du Québec, and by the NEB in the case of
Champion.

Rates currently being charged by the utility divisions have all been approved by the respective regulatory
authorities. In 1973 all three utility divisions received rate orders from the provincial regulatory authorities
to increase prices to fixed-rate customers. For the most part, these rate increases were required to recover
gas cost increases granted by the NEB to TransCanada. N & C anticipates that its utility divisions will
be able to pass on to their customers higher costs resulting from recent NEB-approved price increases
without undue delay. Such price escalations are provided for in the gas sale contracts with most of the
industrial customers of the utility divisions. In the case of other customers the utility divisions will require
the approval of the provincial regulatory authorities.

In the case of the Ontario Division, a full rate application (to establish current rate base and the rate of
return) was recently heard by the OEB. A decision on this application is expected in early 1975. The Ontario
Division applied to the OEB for an interim rate increase to reflect the NEB-approved TransCanada rate
increase which took effect on September 1, 1974. In its decision of September 20, 1974, the OEB refused the
application on the basis that the full rate hearing was then in progress and would consider this matter. The
OEB recently approved an interim rate increase to reflect the NEB-approved TransCanada rate increase
of 23.6¢ per mcf effective November 1, 1974.

The Manitoba Division completed a full rate hearing in June, 1974 and was awarded an over-all rate of
return of 9.949% on rate base. It has received approval from the Manitoba Public Utilities Board to recover
the NEB-approved TransCanada rate increases which became effective on September 1, 1974 and on
November 1, 1974.

The Quebec Division will commence a full rate hearing on January 28, 1975. The Division has received
approvals from the Quebec Electricity and Gas Board to recover from its customers a substantial portion
of the NEB-approved TransCanada rate increases effective on September 1, 1974 and on November 1, 1974
pending the determination of rate base and cost of service at the full rate hearing.

Franchises

Each utility division has franchises permitting it to distribute gas. In the Ontario Division there are
franchises for each community served. Each franchise is for a minimum period of 20 years from its date of
commencement and none expires before 1978. If in the opinion of the OEB public convenience and necessity
appear to require a rencwal or extension of any franchise, the Board has the power to grant such renewal
or extension for such period and upon such terms as it considers appropriate. The majority of the franchises
provide that within 12 months after expiration the distribution system may be removed or the municipality
may require its sale to persons designated by it. Champion’s pipeline operations are covered by a certificate
of public convenience and necessity granted by the NEB. The Quebec National Assembly has granted Le
Gaz the right to distribute gas in the Rouyn-Noranda district.

In the Manitoba Division, Greater Winnipeg was granted rights to distribute gas in metropolitan
Winnipeg through 1983 by an Act of the Manitoba Legislature in 1959 which contains provisions for renewal
of this franchise to be negotiated for further periods of from 10 to 25 years. Greater Winnipeg also holds
franchises for Selkirk, Gimli, Stonewall and Beauséjour and for parts of several municipalities contiguous to
metropolitan Winnipeg and Selkirk, all of which expire in 1983. In each case Greater Winnipeg may be re-
quired to sell its distribution system to municipal authorities or others on expiration.
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In the Quebec Division, the Quebec National Assembly has granted Gaz Métropolitain the right to
distribute gas on the island of Montreal and in the municipalities situated within a radius of 15 miles from that
island. Such right will expire in 2000. In 1962, the Quebec National Assembly extended Gaz Métropolitain’s
franchise area to include the counties of Verchéres and Richelieu. Gaz du Québec, under an agreement with
the city of Sherbrooke, has a franchise to service that city until 1977.

Greater Winnipeg and Gaz du Québec hold exclusive franchises for their distribution areas. While the
franchises of N & C, Gaz Métropolitain and Le Gaz are non-exclusive, no other company distributes natural
gas in the franchised areas.

Personnel

At September 30, 1974, the utility divisions had 1,965 employees. The utility divisions have contracts
with labour unions covering most hourly-paid and some salaried employees, and N & C believes that its utility
divisions have satisfactory labour relations.

CIGOL OPERATIONS

For information with respect to the operations of Cigol, see “‘Business and Properties of Cigol”.

COLEMAN OPERATIONS
General
N & C owns approximately 829, of the aggregate outstanding Class A (voting common) Shares and
Class B (non-voting common) Shares of Coleman. The balance of such shares is publicly held, and such
shares are traded on the Vancouver Stock Exchange.

Coleman is engaged in the exploration for and production of coal in the Crowsnest area of southern
Alberta.

Coleman's assets reflected in the unaudited consolidated balance sheet of N & C at September
30, 1974 are less than 49 of the total assets. Coleman'’s revenue reflected in the unaudited pro-forma con-
densed statement of income for the years subsequent to acquisition has been less than 6%, of consolidated
N & C revenue. Only in 1974 through higher prices for coal deliveries and production controls has Coleman
contributed to consolidated N & C net income.

Land Holdings and Coal Reserves

At September 30, 1974, Coleman had Crown leases covering the coal rights to 36,278 acres and owned
22,779 acres of freehold mineral rights. In addition to the coal and mineral properties, Coleman had petroleum
and natural gas rights on 5,886 acres of the freehold mineral acreage. Substantially all of the Crown coal
leases and the freehold mineral rights are situated in the Crowsnest Pass area of southwestern Alberta.

Crown coal mining leases in Alberta are for an initial term of 21 years and are subject to payment of an
annual rental of $1.00 per acre per year and a royalty of 10¢ per ton of coal produced. Such coal leases are
renewable for one further term of 21 years and further terms of 21 years subject to such terms and conditions
as may be prescribed. Of the Coleman leases, the initial terms of leases covering 25,278 acres expire between
1981 and 1992 and the first or subsequent renewal terms of leases covering 11,000 acres expire between
1976 and 1993.

In reports dated November 8 and December 13, 1974, John T. Boyd Company, Pittsburgh, Pennsylvania,
U.S.A., estimated certain of Coleman's coal reserve holdings as of September 1, 1974 as follows:

Recoverable Clean Short Tons (1)

(millions)
Proven (2) Probable (2) _’1:2!:31_
D EEp TEEETNES: « & « & & wvir & & suavics ssiiess w o vaiiake wimiase o o isym = wiei wia 3 8 4.7 13.0 17.7
SEFID TESEIVIES. .« « « « o sivvsnam wovimis im sinincs sceiass soaceiald ¥ $aie 5 5 ¥ 30 ¥ 4 84 = 8.4
TOtal TESETVES. oo s semis o st RS 2 G083 SGE S SR © e + 13.1 13.0 26.1

(1) Recoverable clean short tons—represent the amount of clean coal that is available for delivery after
allowing for normal coal losses during mining operations, for coal necessarily left in the ground for safety
and other reasons, and for losses during working or processing of the coal. The recovery factors used to
reflect losses before the coal reaches the processing plant, based on mining experience and judgment, are
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859, for strip mining and 409} for underground mining. At present the average yield of clean coal
to raw coal is approximately 769.

(2)John T. Boyd Company defined reserves in the following manner:

Proven Reserves—are considered to be proven when coal data points (seam intersections by drill
holes, good exposed measured sections, underground mining adits, or strip pits) are on nominal
2,640-foot (one-half mile) spacings or less, and express clear geologic continuity or similarity. The
limits of proven reserves from an outlying or peripheral data point are 1320 feet (one-fourth mile).
Probable Reserves—are considered to be probable when coal data points are drilled on 5280-foot (one
mile)spacings or less, but with strong evidence of coal continuity (i.e., mineable thickness observed
in nearby drill holes, adits or mines). Quter limits of probable reserves are considered to be 2640 feet
(one-half mile) from good data points that apparently lie in the same structure.

These reserves are all “assigned'’ reserves—that is, they can be extracted, processed and sold using exist-
ing facilities. All of the above reserves will have a sulphur content by weight ranging from 0.49%, to 0.69,
on an air dry basis.

Coleman's proven recoverable coal reserves are sufficient to enable the company to meet its existing
contractual commitments.

In addition to the proven and probable reserves above, limited exploration, regional information, and
preliminary technical studies have revealed substantial additional tonnages of in-place coal deposits on the
balance of the company’s holdings totalling 59,057 acres. Further exploration and related economic and
feasibility studies are being carried out to determine whether or not these deposits can be commercially
mined.

Production

Coleman is currently producing coal from underground and strip mines. Coal is being extracted from
the Vicary Creek underground mine by use of mechanical mining equipment using the room and pillar
method. The strip mines are located at Tent Mountain, which is approximately 16 miles west of Coleman on
the Alberta-British Columbia border. The raw coal from the mines is hauled by truck to Coleman where it is
washed to remove ash to meet contract specifications. Since the process of washing the coal involves removing
or filtering out rock and other non-combustible materials, the amount of clean coal produced at the plant
will be less than the amount of raw coal which entered the plant. The clean coal is then loaded into railway
cars for the 671-mile shipment to ship-loading facilities at Port Moody, British Columbia.

Coal production for the five fiscal periods ended December 31, 1973, and for the nine-month periods
ended September 30, 1973 and September 30, 1974 was as follows:

Nine Months

Year Ended Ended Year Ended Nine Months Ended

March 31, December 31, December 31, September 30,

1970 1971 1971 1972 1973 1973 1974
Underground............ 653,092 700,968 486,832 710,001 797,339 608,173 419,385
SERIDes « s sumsies swmece 5 oo 370,321 330,708 337,974 292,032 257,394 195,728 490,111

Raw Coal Production .. 1,023,413 1,031,776 824,811 1,002,033 1,054,731 803,901 909,496
Clean Coal Production. _ 760,488 846,379 635,604 815,945 878915 673,616 658,798

Revenue and Costs

The average selling price including subvention payment and the average cost (freight and dock charges
and costs of production) for the five fiscal periods ended December 31, 1973, and for the nine-month periods
ended September 30, 1973 and September 30, 1974 were as follows:

Nine Months

Year Ended Ended Year Ended Nine Months Ended
March 31, December 31, December 31, September 30,
1970 1971 1971 1972 1973 1973 1974
Average Selling Price,
PEr tOM e s v 3 s 5w $14.61 $14.82 $14.17 $15.24 $17.40 $17.46 $26.69
Cost, per ton(1)(2)....... 10.56 9.96 10.79 10.83 12.58 11.89 16.35

(1) The cost per ton has been reduced by freight subsidies of $2.44 per ton in the year ended March 31, 1970
and $1.52 in the year ended March 31, 1971.
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(2) Excludes selling, administration and general expenses, interest, depreciation, depletion and amortization
of preproduction and development expenses which in the aggregate amounted to $1,827,046 and
$2,428,885 for the years ended March 31, 1970 and 1971 respectively, $1,888,246 in the nine months
ended December 31, 1971, $3,375,124 and $4,878,395 for the years ended December 31, 1972 and 1973
respectively, and $3,938,442 and $3,975,861 for the nine months ended September 30, 1973 and 1974
respectively. If these costs were to be allocated on a unit basis (equally among tonnage) they would
amount, on a per ton basis, to: $1.09 in 1970, $2.87 in the year ended March 31, 1971, §1.88 in the nine
months ended December 31, 1971, $4.60 in 1972, $5.55 in 1973 and $5.84 and $6.03 in the nine months
ended September 30, 1973 and 1974, respectively.

Environment

Since 1969 the Provincial Government has enacted laws and associated regulations to ensure the cleaning
up of old mining areas, reducing damage to the environment caused from exploration and a rigid control on
dust and water pollution from production operations and processing plants.

These regulations, and a Government policy of requiring cash performance bonds plus additional cash
deposits on a tonnage basis in respect of strip mines, have been implemented to ensure final rehabilitation of
production sites and have resulted in increasing costs to Coleman.

Environmental expenditures were neglible through 1973 and amounted to approximately $275,000
in 1974, Environmental expenditures for 1975 are estimated to be approximately $300,000.

Marketing

Substantially all of Coleman’s sales are under the following contracts with Marubeni Corporation
(“Marubeni”) and Toyo Menka Kaisha, Ltd. (“Toyo Menka”) providing for the sale of metallurgical coking

coal:
Annual Long Clean

Contract Date Expiry Date Tons*
ADEEEZ; AIOT sunrs srovom s vt 5 stdons & ohim & wms = s o svim ¥ 58 1« spvEssn % » March 31, 1982 1,000,000
AU 31, 19T s« cxooe wmvioss + wzuns o wpmimie samasiin o agose s savie s sivpin s March 31, 1982 500,000

*Marubeni and Toyo Menka have the option to increase or decrease annual deliveries by up to 10%, of
the amount specified in each contract. A long ton is 1129, of a short ton.

Although Marubeni and Toyo Menka are the purchasers named in the above contracts with Coleman, it
is understood that Marubeni and Toyo Menka have agreed to resell the coal so acquired for ultimate consump-
tion by the following Japanese users: Nippon Steel Corporation, Nippon Kokan Kabushiki Kaisha, Kawasaki
Steel Corporation, Sumitomo Metal Industries Ltd., Kobe Steel Ltd., Nissin Steel Company Ltd., Nakayama
Steel Ltd. and Osaka Iron and Steel Company Ltd.

An interim agreement dated March 14, 1974 provides, without penalty, for the delivery of 680,000 long
clean tons during the period from April 1, 1974 to March 31, 1975 as compared with the 1,500,000 long
clean tons called for under the contracts. The interim agreement also adjusts favourably to Coleman the
quality specifications and pricing provisions of the contracts. Prior to the expiration of this interim agree-
ment, Coleman expects to be able to negotiate a further interim agreement of a similar nature. Assuming the
necessary governmental approvals for a new strip mine are obtained, the design production from all mining
operations in 1975 is forecast at 1,200,000 clean short tons.

In addition to the above-mentioned sales, metallurgical coking coal markets other than Japan were
supplied with bulk samples under two spot sales during 1974. Coleman is also actively exploring potential
thermal coal markets.

Capital Expenditures
Capital expenditures for the last five fiscal periods are as follows:

Nine Months
Ended Year Ended
Year Ended March 31, December 31, December 31,
1970 1971 1971 1972 1973
Plant and equipment.......... $1,578,665 $3,379,101 $2,038,199 $1,186,894 $ 612,357
Mine development............ 364,427 1,008,095 1,891,900 2,482,812 1,989,188
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Coleman expects to have spent $890,000 on plant and equipment, $630,000 on exploration, and $6,600,000
on mine development in 1974. In addition to the foregoing, Coleman has committed itself to acquire by lease
or purchase by mid-1976 $4,500,000 of equipment to resume operations at a strip mine.

Personnel

At September 30, 1974 Coleman had 546 employees, 482 of whom are covered by union contracts.
Coleman believes that it has satisfactory labour relations.

MANAGEMENT OF N & C
Directors
All of the present Directors of N & C were elected at the 1974 annual meeting of shareholders to serve
until the 1975 annual meeting.

The following table sets forth as to each Director of N & C (i) the year in which he first became a
Director, (ii) his present principal occupation, and (iii) the approximate number of Common Shares of N & C
of which he is, directly or indirectly, the beneficial owner:

Common Shares

Director Beneficially
Name _Since Principal Occupation(1) Owned(2)
Peter A, Allen 1971 Chief Executive Officer of The Little Long Lac Group 1,000
Edward G. Battle* 1974 President of N & C 1,358(3)
Edmund C. Bovey* 1965 Chairman of the Board of N & C 16,00014)
C. Spencer Clark* 1954 Chairman of the Board of Cascade Natural Gas 6,9410)

Corporation (gas distribution company); also Vice-
Chairman of the Board of N & C

E. Jacques 1969 Partner in the law firm of Laing, Weldon, Courtois, 50(6)
Courtois, Q.C.* Clarkson, Parsons & Tétrault and
Chairman of the Board of Gaz Métropolitain
Robert B. Craddock 1962 Retired executive of N & C 2,649(7)
M. Clifford Deans 1956 Chairman of the Board of Bankers Securities of 2,500

Canada Limited (investment dealers); Honorary Vice-
Chairman, Crang & Ostiguy Inc. (investment dealers)

Edward A. Galvin* 1966 Chairman of the Board and President of Cigol 8,320(8)
F. A. M. Huycke, Q.C.* 1972 Partner in the law firm of Osler, Hoskin & Harcourt 100
Raymond Lavoie 1972 President and Chief Executive Officer 25009

of Crédit Foncier Franco-Canadien
(mortgage company)

A. Searle Leach 1966 Chairman of the Board of Federal Industries Ltd. 5,998(10)
(holding company)

V. Theodore Low 1962 Limited partner of Bear, Stearns & Co. (investment 10,000
bankers)

Donald McKelvie 1969 Chairman of the Board of Northern Telephone Limited 1,090
(telecommunications)

Blancke Noyes 1960 Senior Vice-President of Hornblower & Weeks-Hemphill, 4,520

Noyes Inc. (investment bankers)

Linden J. Richards 1974 Oil and gas consultant and Chairman of the Board of —
Quintana Exploration Co. (oil and gas exploration,
development and production)

*Member of the Executive Committee of the Board of Directors; Mr. Galvin is the chairman of the Executive
Committee.
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(1)

(2)

3)

(4)
(3)
(6)
(7
(8)

9

Each of the Directors has been associated with the company or firm with which he is presently associated
or an affiliate thereof for at least the past five years, except that prior to June, 1974 Mr. Allen was an
executive of John C. L. Allen Limited, prior to August, 1971 Mr. Craddock was an executive of Gaz
Métropolitain, and prior to December, 1971 Mr. Richards was an executive of Hudson's Bay Oil and
Gas Company Limited.

The information as to securities beneficially owned contained in the table and the notes thereto, not
being within the knowledge of N & C, has been furnished by the respective Directors individually. It
does not include shares beneficially owned by wives of Directors as follows: Mr. Bovey—100 Common
Shares of N & C: Mr. Galvin—5,000 Common Shares of Cigol; Mr. Low—1,000 Common Shares of N & C.
Mr. Battle beneficially owns 23,593 Common Shares of Cigol and beneficially owns five Convertible
Notes of Cigol due July 31, 1979 in the aggregate principal amount of $216,000 bearing interest at 14
of 19 above the prime lending rate of a Canadian chartered bank (see “Management of Cigol—Remun-
eration of and Transactions with Management’ for a description of the Convertible Notes).

Mr. Bovey also beneficially owns 2,203 Common Shares of Cigol.

Mr. Clark also beneficially owns 3 Common Shares of Cigol.

Mr. Courtois also beneficially owns 22 Common Shares of Gaz Métropolitain.

Mr. Craddock also beneficially owns 100 Common Shares each of Gaz Métropolitain and of Cigol.
Mr. Galvin also beneficially owns 600 Second Preference Shares, Series B of N & C, Warrants expiring
on June 1, 1977 to purchase 375 Common Shares of N & C, 27,917 Common Shares of Cigol, and five Con-
vertible Notes of Cigol due July 31, 1979 in the aggregate principal amount of $216,000 bearing interest
at 14 of 19, above the prime lending rate of a Canadian chartered bank (see “Management of Cigol—
Remuneration of and Transactions with Management’ for a description of the Convertible Notes).
Mr. Lavoie also beneficially owns 100 Common Shares of Gaz Métropolitain.

(10) Mr. Leach also beneficially owns one Common Share of Greater Winnipeg.

The Directors and Senior Officers of N & C as a group beneficially own, directly or indirectly, 61,652

Common Shares of N & C and 53,816 Common Shares of Cigol.

Remuneration of and Transactions with Management

The following table sets forth the remuneration paid or accrued in 1973 and 1974 by N & C and its sub-

sidiaries to certain named Officers and Directors of N & C and the total remuneration paid or accrued in 1973
and 1974 by N & C and its subsidiaries to the individuals who during 1973 or 1974, as the case may be, were
Directors or Senior Officers of N & C:

Capacities in which

Name of Individual Remuneration was
or Identity of Group Received 1973 1974
Edmund C. Bovey President of N & C in 1973, Chairman of the Board of ~ $134,800 § 138,600

N & Cin 1974, and a Director of N & C and subsidiaries

Edward G. Battle President of N & C and a Directorof N & C (n 100,400

and subsidiaries in 1974

C. Spencer Clark Chairman of the Board of N & C in 1973, 87,100 90,200

Vice-Chairman of the Board of N & C in 1974,
and a Director of N & C and subsidiaries

Edward A. Galvin Chairman of the Board, President and a Director of 106,900 131,300
Cigol, and a Director of N & C and other subsidiaries

Robert B. Craddock Director of N & C and of subsidiaries, and consultant 51,600(2) 11,700
toN &C

Jean J. Leroux Executive Vice-President, Operations of N & C and a 60,300 65,400

Director of subsidiaries

Other Directors and Senior

Officers in the aggregate 458,300 473,400
Total to all Directors and Senior Officers as a group (26 persons) $899,0000%) $1,011,000(3)
(1) See “Management of Cigol—Remuneration of and Transactions with Management'’ as to remuneration

received by Mr. Battle from Cigol in 1973.
Not included in the table is a lump-sum retirement allowance of $76,000 paid in recognition of Mr.
Craddock’s past services to N & C and its subsidiaries.
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(3) $590,000 in 1973 and $658,800 in 1974 was paid or accrued by N & C and $309,000 in 1973 and $343,400
in 1974 was paid or accrued by its subsidiaries, including Cigol, Coleman, Gaz Métropolitain and Greater
Winnipeg. The salary portion of the remuneration shown for each of the Officers and Directors named
in the table was paid by N & C except in the case of Mr. Galvin whose salary was paid by Cigol.
Certain senior Officers of N & C have agreed that, upon attaining the age of 65 or in certain circum-

stances upon earlier termination of active employment, they will act as consultants for a period of five years.

In consideration therefor such Officers will be entitled to receive consulting fees paid on a monthly basis. On

the basis of the rates of remuneration in effect at December 31, 1974, such monthly payments would be at

the rate of $5,000 for Mr. Bovey, $3,125 for Mr. Clark, and $2,188 for Mr. Leroux. See “Management of

Cigol—Remuneration of and Transactions with Management” with respect to a similar arrangement

between Mr. Galvin and Cigol.

The following table sets forth, with respect to the individuals named and the individuals who during 1973
or 1974 were Directors or Senior Officers of N & C, the options to purchase Common Shares of N & C that were
granted pursuant to N & C’s Incentive Stock Option Plan during the period from January 1, 1969 to January
6, 1975, the options that were exercised during such period, the options that were outstanding at the end
of such period, and the number of Common Shares sold during such period by those of such individuals
exercising options:

Aggregate
Exercise Range of Market
Number  Price Market Price Aggregate  Price on
of Per During Pre- Expiry Exercise Exercise
Shares Share ceding 30 Days Date Price Date

Options Granted
January 9, 1969
Mr. Galvin 25,000*% $16.50 $16.50-$17.50  January 8,

1974
April 13, 1970

All Directors and Senior

Officers as a group 15,000 12.38 11.88- 13.00 April 12,
1975
April 27, 1971
Mr. Leroux 8,000
All Directors and Senior } 15.88 15.63- 17.00  April 26,
Officers as a group 30,000 1976
December 7, 1972
Mr. Leroux 7,000
All Directors and Senior } 11.88 11.25- 12.00 December 6,
Officers as a group 27,000 1977
April 19, 1973
All Directors and Senior
Officers as a group 19,000 10.88 10.63- 11.63  April 18,
1978
July 5, 1973
Mr. Bovey 60,000
Mr. Clark 35,000 l
Mr. Leroux 15,000 9.75 9.50- 10.38 July 4
All Directors and Senior 1978
Officers as a group 154,000 S
February 21, 1974
Mr. Battle 100,000
Mr. Leroux 10,000
12.38 11.00- 12.88 February
All Directors and Senior 20, 1979
Officers as a group 120,000 }

*This option was cancelled on September 13, 1972.
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Aggregate

Range of Market
Number Exercise Market Price Aggregate Price on
of Price Per During Pre- Expiry Exercise Exercise
Shares Share ceeding 30 Days Date Price Date
Options Exercised
January 1, 1969 to December 31, 1972
Mr. Bovey 35,000 $416,000 $670,000
Mr. Clark 49,700 $590,000 $887,000
Mr. Craddock 20,000 $131,000 $360,000
Mr. Leroux 10,000 $126,000 $187,000
All Directors and Senior
Officers as a group 138,100 $1,649,000 $2,571,000
January 1, 1973 to January 6, 1975
All Directors and Senior
Officers as a group 12,000 9.75 12.00- 13.13 $117,000 $155,000

Options Unexercised on January 6, 1975

Mr. Bovey 60,000 9.75%
Mr. Battle 100,000  12.38*
Mr. Clark 35,000 9.75*
Mr. Leroux 40,000  12.00*
All Directors and Senior

Officers as a group 243,000 11.10*

*Average exercise price per share.

Sales since January 1, 1969

Mr. Clark 17,080
Mr. Craddock 7,262
All Directors and Senior

Officers as a group 34,712

During the period from January 1, 1969 to January 6, 1975, options to purchase Common Shares
were granted with respect to 189,000 shares to employees of N & C other than the above-mentioned Directors
and Senior Officers at an average exercise price per share of $13.11.

All outstanding options under the Incentive Stock Option Plan of N & C were granted at current market
prices and are ‘‘market growth options”, which means that, upon the exercise of an option, the holder receives,
without payment, such number of shares as equals the quotient obtained by dividing (a) the amount obtained
by multiplying the number of shares with respect to which the option is exercised by the difference between
the market price of a Common Share of N & C on the date the option is exercised and the exercise price, by
(b) the market price of a Common Share of N & C on the date the option is exercised. See Note 11(c) to
the consolidated financial statements of N & C appearing elsewhere in this Information Circular and Proxy
Statement.

See ‘““Management of Cigol—Remuneration of and Transactions with Management” for information as
to options held by Messrs. Galvin and Battle to purchase Common Shares of Cigol.

The following table sets forth with respect to the individuals named the annual pension benefits being
paid or, in the case of individuals who have not retired, estimated to be payable in the event of their retirement
upon reaching age 65 on the assumption that their remuneration will continue until such age at the rates in
effect at December 31, 1974
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Years of Service of Annual Pension

Name of Individual Individual at Age 65 Benefits

Mr. Bovey 23 $26,289
Mr. Battle 32 $32,492
Mr. Clark 20 $22,860
Mr. Galvin 22 $25,622
Mr. Craddock 14%* $12,506
Mr. Leroux 21 $19,343

*Mr. Craddock has attained age 65 and has retired as an employee.

The cost to N & C and its subsidiaries during 1973 of all pension benefits proposed to be paid or being paid
to persons who during 1973 were Directors or Senior Officers of N & C was $29,500. The cost to N & C and
its subsidiaries during 1974 of all pension benefits proposed to be paid or being paid to persons who during
1974 were Directors or Senior Officers of N & C was $37,700.

The firm of Laing, Weldon, Courtois, Clarkson, Parsons & Tétrault, of which E. Jacques Courtois,
Q.C. (a Director of N & C) is a partner, received $225,725 and $223,790 as fees for legal services rendered
to N & C and its subsidiaries during 1973 and during the first nine months of 1974, respectively. The firm
of Osler, Hoskin & Harcourt, of which F. A. M. Huycke, Q.C. (a Director of N & C) is a partner, received
$55,700 and $155,209 as fees for legal services rendered to N & C and its subsidiaries during 1973 and during
the first nine months of 1974, respectively.

BUSINESS AND PROPERTIES OF CIGOL
General

Cigol is a major independent Canadian oil and gas company and is engaged in the business of produc-
ing crude oil and natural gas in Canada, exploring for crude oil and natural gas in Canada and elsewhere,
transporting oil in Western Canada, processing natural gas in Alberta, distributing natural gas in Alberta and
British Columbia, and distributing liquefied petroleum gas in Western Canada and the States of Washington
and Oregon.

Cigol conducts its operations directly, through wholly-owned subsidiaries and through other sub-
sidiaries, including Prairie Oil Royalties Company, Ltd. (“Prairie Qil”), a 74%,-owned subsidiary acquired
in 1966 and 1967, and Trans-Prairie Pipelines, Ltd. (‘““Trans-Prairie"), a 99%-owned subsidiary of which
approximately 95% was acquired in 1969 and the balance was subsequently acquired. Prairie Oil’s principal
business is exploring for oil and gas in Canada and producing oil and gas in Saskatchewan and Alberta. Trans-
Prairie owns and operates crude oil transmission systems in Alberta, British Columbia, Manitoba and
Saskatchewan and natural gas distribution systems in Alberta and British Columbia. The balance of the
outstanding shares of Prairie Oil and Trans-Prairie is publicly held, and the shares of Prairie Qil are traded on
the Toronto and American Stock Exchanges and the shares of Trans-Prairie are traded on The Toronto
Stock Exchange. Unless the context otherwise indicates, the term ““Cigol” includes Canadian Industrial Gas
& Oil Ltd. and its subsidiaries.

As described under “Acquisition of Great Plains”, Cigol has agreed, subject to the satisfaction of certain
conditions, to acquire for cash all of the shares of Great Plains. The description of Cigol under “Business and
Properties of Cigol™ does not include information with respect to Great Plains. See ‘“Business and Properties
of Great Plains".

Lines of Business

The following table sets forth for the periods indicated the sources of the gross revenues and of the
income before income taxes, extraordinary items and minority interests of Cigol (for this purpose including
the operating results of subsidiaries for periods prior to their acquisition by Cigol):
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Nine Months

Ended
Year Ended December 31, September 30,
1969 1970 1971 1972 1973 1973 1974
(in thousands of dollars)
Gross Revenues
Crude oil, natural gas liquids and natural gas produc-

tion:and 8ales:(1).. . ..comss s vmss wmsn e $15,120 §13,806 $15,783 $17,282 $22,985 $16,523 $25,848
Oil gathering and transmission..........coovvenern.. 4,826 4,984 5,012 4,829 5,092 3,859 4,003
Indastrial Fas sYsteni. o cnammnm s sm s e 6,874 6,871 7,256 8,047 8,835 6,494 6,946
Utility gas sUSEeInE: oo o ettt sie o e s lbw s 2,087 2,623 3,230 3,847 4,488 3,096 3,267
Liquefied petroleum gassales...................... 7,670 7,936 13,413 16,279 20,769 12,267 20,438
O AL ..o eevionaneosis simrarsEieR eheSuzie akesatur s som s e o cas aya s sm 36,577 36,220 44,694 50,284 62,169 42,239 60,502
Less interdivision eliminations (2).................. 2,403 2,404 2,608 2,852 3,205 2,268 3,266
CONSOLIDATED: REVENUES s wuoaiics anoies sniswrsioncirs $34,174 $33,816 $42,086 $47,432 $58,964  $39,971 $57,230

Nine Months

Ended
Income Before Income Taxes, Year Ended December 31, September 30,
Extraordinary Items and 1969 1970 1971 1972 1973 1973 1974
Minority Interests (in thousands of dollars)
Crude oil, natural gas liquids and natural gas produc-
tion and sales (1). ... oovvivenoiiineeaannnnnn. $ 3685 $ 3629 $ 4,618 §$ 4,590 § 7,750 $ 6,000 811,416
Qil gathering and transmission..................... 2,712 3,130 3,172 3,102 3,340 2,646 2,681
Industrial gas system,..........oooiiiiiiiiianL, 1,721 1,967 2,151 2,461 2,966 1,914 2,258
Utility gas systerm; ;i s o sraresiiae 440 640 954 991 829 526 300
Liquefied petroleum gassales...................... 445 144 (350) 333 1,183 145 1,440
TOTAL: (B coasairs s sitvarasusnste il is. 00, “iaterd ielatervtnie $ 9,003 § 9,510 $10,545 $11,477 $16,068 $11,240 $18,005

(1) 1969 includes approximately $2,440,000 sublease revenue which generated approximately $48,000 in
income before income taxes, extraordinary items and minority interests. See Note (c) to the con-
solidated statement of income of Cigol appearing elsewhere in this Information Circular and Proxy

Statement.
(2) Interdivision revenue eliminations are as follows: Nine Months
Ended
Year Ended December 31, September 30,
1969 1970 1971 1972 1973 1973 1974
(in thousands of dollars)
Crude oil, natural gas liquids and natural gas production
and sales:
To industrial gas system...................... $ 1,583 $ 1,709 $ 1,683 § 1,707 $ 1,905 $ 1,362 § 1,456
To liquefied petroleum gasdivision............. 77 94 109 119 119 73 208
Industrial gas system to liquefied petroleum gas division 140 170 181 159 184 127 167
Intercompany interest............ccovivneiienneiss 603 431 635 867 997 706 1,345
TOTAL ;o vmavsiris rarsoass T2 da W yaTam e At e aeta e Beoayerosw $ 2403 § 2404 $ 2608 § 2852 § 3,205 $ 2,268 § 3,266

(3) Amounts attributable to minority interests in majority-owned subsidiaries have ranged between .3%
and 1.79, during the periods shown.

There is a sharp increase in sales of both natural gas and liquefied petroleum gas products in the winter
months. Other aspects of Cigol’s operations involve little or no seasonal variations.

Production

The following table sets forth the net production, after’deducting all royalties of third parties, of crude
oil and natural gas liquids and of natural gas accruing to the working and royalty interests of Cigol for the
periods indicated (including production of subsidiaries for periods prior to their acquisition by Cigol and
including 1009, for majority-owned subsidiaries):
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Nine Months

Ended
Year Ended December 31, September 30,
1969(1) 1970 1971 1972 1973 1973 1974
(in thousands of barrels)
Crude o1l and natural gas liquids
AIBETEA ] Y oo 5 pam ¢ 5o s sas v 5 o 2,599 2,073 2,252 2,807 3,480 2,549 2,562
British Columbia. .o s 5o v v swm s as 591 529 0667 468 367 284 223
Sask At W v + s = s+ svsiveg. simen & s 785 788 783 780 769 578 206
Other. . ... ... i 8 7 7 6 6 4 4
3983 3,397 3709 4,061 4,622 3,415 3,085
Synthetic crude oil—Alberta.......... 151 107 162 193 443 273 467
TOTAL s caas.: sdus 2555 8608 5 B4 i G 4,134 3,504 3,871 4,254 5,065 3,688 3,552
Natural gas (in thousands of mcf)
Alberta (1) ... oo 28,402 30,513 29913 32,569 33,297 24 488 26,751
British Columbia. . ..... ............. 4193 3,786 3,705 3,198 3,241 2,426 2,455
Saskatchewan....................... 95 &7 113 92 95 68 80
OthBEes ¢ samn 6000 9605 008 § 060 § 5l 26 324 355 357 308 251 195 50
TPOTAL v s o oms ¥ Bt s Suws Sass & 4 33,014 34,741 34,088 36,167 36,884 27,177 29,336

(1) 1969 figures include sublease volumes of 813,000 barrels and 797,000 mcf.

Although gross production of crude oil and natural gas liquids increased somewhat during the first nine
months of 1974 compared with 1973, net production was lower due primarily to increased provincial royalties.

A significant portion of Cigol's production of crude oil is derived from the Pembina, Countess-Lathom,
Joarcam, Swan Hills and Simonette fields in Alberta, the Weyburn field in Saskatchewan and the Peejay field
in British Columbia. Since present ability to produce in Alberta is greater than existing available markets,
most crude oil in Alberta is pro-rated to market demand, resulting in some curtailment of production.

A significant portion of Cigol's natural gas production is derived from the Westlock, Fort Saskatchewan,
Bindloss, Ghost Pine and Nevis fields in Alberta and the Jedney-Bubbles area of British Columbia.

Marketing

All of the crude oil produced from wells in Canada in which Cigol has interests is marketed at current
field prices under short-term contracts (normally cancellable on 30 days’' notice, except as may be amend-
ed by governmental authorities from time to time) which are standard for the Canadian oil industry. The
following table shows the weighted average price per barrel received from the production and sale of crude oil
and natural gas liquids and from royalties on crude oil (including synthetic crude oil) and natural gas liquids
(expressed in terms of weighted average price per barrel), during the periods indicated:

Nine Months

Ended
Year Ended December 31, September 30,
1969 1970 1971 1972 1973 1973 1974
$2.43 $2.40 $2.62 $2.62 $3.16 $3.09 $5.22

The maximum wellhead price of crude oil to producers such as Cigol in Canada has been fixed at approxi-
mately $6.50 per barrel under an informal agreement between the Provinces of Canada and the Federal
Government of Canada. This was announced on March 27, 1974 to be effective for the 15-month period
ending July 1, 1975 after which the matter is expected to be reviewed. Crude oil exported to the United
States is currently subject to an export tax imposed by the Federal Government. The export tax, which may
be changed unilaterally by the Federal Government, has varied from 40¢ to $5.20 per barrel and on December
1, 1974 was $4.10 on heavy crude oil, $4.70 on medium crude oil, and $5.20 on light crude oil and con-
densate. The combination of the informal price fixing and the export tax results in Cigol's not receiving
the current international price for crude oil produced in Canada. See ““Recent Government Policy” for recent
royalty, marketing and tax changes.
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During the first nine months of 1974, approximately 359 of Cigol's net natural gas production was
sold through Cigol's gathering and transmission system (industrial gas system) near Edmonton, Alberta to
industrial and other customers under gas sales contracts expiring between 1974 and 1983 (see “‘Natural Gas
Gathering, Transmission and Distribution’), and the remainder was sold to three pipeline companies for
resale in Canadian or United States markets. It is impossible for Cigol to determine the relative amounts
of its gas sold to Canadian and United States markets. The contracts under which gas is sold to the three
pipeline companies have terms expiring between 1984 and 1997 and provide for fixed escalation of sales prices
and normally for the redetermination of base prices, both at periodic intervals generally every one to two
years. Redetermination of reserves, which affect the purchasers’ minimum ““take or pay’’ obligations, normally
occurs at two-year intervals. The weighted average prices per mcf received for gas sold to both classes of
customers during the periods indicated below were as follows:

Nine Months

Ended
Year Ended December 31, September 30,
1969 1970 1971 1972 1973 1973 1974
12.4¢ 12.8¢ 13.0¢ 13.3¢ 14.3¢ 14.1¢ 17.9¢

The price per mcf to producers such as Cigol for gas sold to the three pipeline companies increased
significantly in November, 1974. The weighted average price per mcf for gas sold to both classes of customers
during November, 1974 was $.31. See ‘“‘Recent Government Policy" for the effect of recent royalty, mar-
keting and tax changes.

The exportation of natural gas from Canada to the United States is subject to the prior approval of the
National Energy Board (“NEB') and the United States Federal Power Commission. Canada’s total mar-
ketable natural gas production in 1973 was approximately 2,600,000 mmcf, of which 1,029,000 mmcf was
exported to the United States. See ‘‘Business and Properties of N & C—Natural Gas Supply” as to Canadian
gas export policy.

In September 1974, the Federal Government announced that each importer in the United States of
natural gas from Canada would be afforded the election to continue imports under existing contracts and
prices for two years—at which time its export licence would end—or to revise the present licence to provide
for sale prices of $1.00 per mcf. The announcement stated that the increase would be passed on to the pro-
ducers rather than retained by the pipeline companies, but the method of allocation and effect, after provin-
cial royalty, marketing arrangements and tax, has yet to be determined. As stated above, Cigol is unable to
determine the share of its gas sales that is exported to the United States as Cigol's gas enters a stream that
supplies both domestic and export users.

Recent Government Policy

Most of Cigol's oil and gas production is from lands leased from the Provinces in Canada and its net
return is affected by royalty and tax rates and marketing arrangements from time to time that are determined
by government. During 1974, changes in royalty rates, taxes and /or marketing arrangements were instituted
or announced by the Provinces of Alberta, British Columbia and Saskatchewan and by the Federal Govern-
ment. These changes to some extent have precipitated or reflect the current situation whereby the Federal
and Provincial Governments are in disagreement regarding pricing and taxation of natural resources and
sharing of revenues from natural resources and have resulted in Cigol's not enjoying the full benefit of price
increases.

In the Province of Alberta crude oil is now marketed through a Crown Petroleum Marketing Commis-
sion with the producer receiving a frozen wellhead price averaging approximately $6.50 per barrel. Alberta
Crown royalties vary with the volume of production from the producing well and prior to April 1, 1974
ranged from 5% to 25%. As of April 1, 1974 the rates were revised to reflect price increases above the pre-
vious price ranges and were increased so as to range at current prices from 10.32%, to 44.22%, for “old” oil
and from 7.3% to 30.559% for “new’ oil. The royalty share on incremental prices above $6.50 for “old" oil
was 659%. In a December, 1974 announcement, the Province o” Alberta stated that it proposed to decrease
the 65% royalty rate on price increments over $6.50 per barrel, but added that the extent of such reduction
would depend upon the timing of a general crude oil price increase, the amount of such an increase and the
anticipated levels of production. The announcement also stated that, effective January 1, 1975, rates applic-
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able at current prices would be adjusted so that the effective average royalty rate on “old”" oil would be reduced
from approximately 409, to approximately 369 and on “new" oil from approximately 289, to approximately
279%,. In the case of gas, the former rate was 1624% but, since January 1, 1974, the rate is on a sliding scale
ranging from 22% at a price of 26¢/mcf or lower to 48.68%, at a price of $1.20/mcf for “old” gas production.
In the case of sales above 72¢/mcf the incremental royalty share on the excess was 65%, but the December,
1974 announcement stated this was to be reduced to 509, effective January 1, 1975, resulting in a reduction
from 48.68%, at $1.20/mcf to 42.68%. In the case of “new’” gas the rate ranges from 22% at a price of
26¢/mcf, or lower, to 31.62%, at a price of $1.20/mcf. “New” oil is defined as that oil discovered by wells
drilled subsequent to January 1, 1974, or recovered from enhanced recovery schemes instituted after that
date. “New" gas is defined as that gas discovered by wells drilled subsequent to January 1, 1974, The Govern-
ment has announced that gas wells that were not on production prior to January 1, 1974 would be considered
to have a “new’’ gas status; however, regulations effecting this are not yet published. The December, 1974
announcement also proposed that effective January 1, 1975 the amount of credits available as an offset to
royalties payable to the Province of Alberta arising from new exploratory drilling would be increased from
approximately 409, to approximately 50% of drilling costs for wells drilled in the foothills and northern
areas of Alberta and from approximately 30%, to approximately 37.59% in the balance of the Province. Earlier
in 1974 credits against royalty for certain seismic exploration activities in Alberta were announced; however,
the details have yet to be published.

In the Province of Saskatchewan, legislation became effective January 1, 1974, the general effect of
which is that the producer and the royalty holder pay mineral income tax or a rovalty surcharge on their
share of crude production equivalent to 1009, of the increase in per barrel price received over wellhead
prices prevailing prior to August 1, 1973. This base price averages approximately $3.00 per barrel. The
wellhead price received for Cigol's sales of crude oil in September, 1974, averaged $6.29 per barrel. Provision
exists for credits against such tax or royalty surcharge for up to 60% of new exploration costs in certain
instances and a recent announcement indicated further programs to encourage more exploration and develop-
ment in Saskatchewan: however, Cigol does not currently plan any material exploration activities in Saskat-
chewan. As mentioned below, this mineral income tax or royalty surcharge is not a deductible expense in
calculating Federal income tax. Cigol is currently appealing a decision of a Saskatchewan court upholding the
constitutional validity of the Saskatchewan mineral income tax and royalty surcharge legislation. In
addition, the working interest owner pays a lessor’s royalty to the Province on the base figure ranging to a
maximum of approximately 25%. In a December, 1974 announcement, the Province of Saskatchewan
indicated a 12 to 24 cents per barrel reduction on the mineral income tax and royalty surcharge on medium
and heavy crude oil, a credit to the royalty surcharge or mineral income tax ranging from $48.00 to $144.00
per well per month in respect of increased production costs, a reduction in mineral income tax and royalty
surcharge of ten cents per barrel on wells producing at 20 barrels per day ranging up to complete relief on
wells producing at less than five barrels per day.

In the Province of British Columbia, the previous royalties on crude oil ranged from 109, to 409,
depending on the level of production from the producing well and were revised effective April 1, 1974, so as
to range up to 409 on wells that produce up to 1,000 barrels monthly and from 409, to 609 for those produc-
ing above that. Discovery wells in new pools are exempt from royalty for three years. Gas royalties which
previously averaged 159 have, in all but a few isolated cases, been eliminated as the gas produced by Cigol
in British Columbia must now be sold to the British Columbia Petroleum Corporation, a Crown corporation,
at a price net of Crown royalty determined by the Crown corporation, currently approximately 19¢/mcf.

In late 1974, the Federal Government introduced a bill in Parliament which, after its passage, would
give the Federal Government the power to regulate the price of crude oil and natural gas that moves outside
the province where produced and to continue to levy a tax on crude oil exported from Canada. See ‘‘Market-

' 3]

ing".

A substantial portion of Canada's crude oil production is exported to the United States; however,
Canadian export policy significantly restricts the supplying of Canadian production to United States markets.
The export tax and restrictions result in a market situation whereby Cigol is currently forced to produce
below existing capacity. The Federal Government in November, 1974, announced that crude oil exports to
the United States (approximately 900,000 barrels per day during the first 10 months of 1974) would be
reduced to 800,000 barrels per day effective January 1, 1975, and, in all likelihood, to 650,000 barrels per day
effective mid-1975. During the first 10 months of 1974 total Canadian demand for crude oil averaged approxi-
mately 1,765,000 barrels per day. Cigol's management believes that domestic demand will be unable to
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utilize the amount of the initial daily export decrease unless a pipel.ine from Sarnia to MonFreal is completed.
The Federal Government announced that the proposed pipeline is expected to have a daily through-put. of
250,000 barrels and a completion date in late 1976; however, the timing of commencement of GOI-IStI'UCtl'OIl
and completion is unknown, If the announced export decreasm_as are implemented, .thifs, combme.d with
anticipated growth in demand from existing domestic markets, ls.expected to result in industry-wide net
curtailment of production from 1974 levels in Alberta and possibly in Saskatchewan. The November
announcement also stated that crude oil exports to the United States would be phased out by 1982.

On November 18,1974, the Federal Government introduced a Budget proposing that oil and gas royalties,
mineral taxes, and similar levies payable subsequent to May 6, 1974 to a Canadian Provincial or Federal
Government or their agencies (“‘the Crown’") will be included in income and are not deductible for Canadian
income tax purposes. In cases where Cigol disposes of oil or gas produced by it in Canada to the Crown
al prices below fair market value (whether fixed by law or contract), such higher value rather than the
amount received must be taken into income for tax purposes. The effective Federal tax rates in respect
of Canadian petroleum production profits are to be reduced under the Budget from approximately 389,
(up to May 6) to 309 for the balance of 1974, and to 287, in 1975 and 259, thereafter. There is no change
in the Federal tax rate for other sources of income but a 10% corporate surtax will be applicable on other
income earned for the period from April, 1974 to May, 1975. Effective Federal tax rates for such other
sources of income will be approximately 40.59% in 1974, 38.29; in 1975, and 367, thereafter. The Budget also
proposes to allow depletion on Canadian production profits earned after May 6, 1974 at a rate of 259, of
such profits deductible, however, only to the extent of Cigol’s earned depletion base. The earned depletion
base at any particular time consists of one-third of Cigol’s expenses incurred after November 7, 1969 in ex-
ploring and drilling for oil or gas in Canada, less depletion allowances claimed after May 6, 1974. Prior to
May 6, 1974 Cigol was entitled to claim percentage depletion of 3314%, on production income and 259, on
royalty income. The amount of Cigol's earned depletion base available for use by Cigol and Norcen in 1974
and subsequent years is estimated to be approximately $22,000,000. The Budget proposes in general to
continue the deductibility from income in full of Canadian exploration and exploratory drilling costs but to
limit the rate at which Canadian development drilling and land acquisition costs incurred after May 6, 1974
may be written off in any year to the extent of 307, of the unclaimed balance thereof. Both classes of ex-
penses may be carried forward indefinitely until fully deducted. Cigol anticipates that in the 1974 tax year
it will deduct practically all of its available exploration and exploratory drilling costs and will have a balance
of approximately $2,300,000 of development drilling and land acquisition costs available for deduction by
Cigol and Norcen in future years.

Each of the Provinces of Saskatchewan, Alberta and British Columbia also imposes an income tax
being generally a percentage of taxable income for federal income tax purposes. British Columbia and
Saskatchewan apply a 129, rate whereas Alberta applies an 119 rate. However, the Province of Alberta
in the December, 1974 announcement stated it proposes to refund 119, of amounts by which taxable income
was increased by virtue of inclusion of royalties and other payments made to the Province of Alberta. The
same announcement stated that each corporation paying royalties to Alberta is to receive an annual credit
against such royalties of an amount equivalent to Federal corporate tax on royalties paid to Alberta up to a
maximum of $1,000,000. Cigol expects to receive a credit of approximately $650,000 in 1974 and $1,000,000
annually thereafter. See note (d) to the consolidated statement of income of Cigol.

Likewise, later in December, 1974, the Province of Saskatchewan announced that it proposes to rebate
129, of the amounts by which taxable income was increased by virtue of inclusion of royalties and other
payments made to the Province of Saskatchewan.

In January, 1975 the Premier of the Province of British Columbia in an “Official Statement re Natural
Gas" stated that the Province had negotiated a tax rebate system with the Federal Government regarding
natural gas which, in essence, restores the position of the natural gas producer to that which prevailed
prior to the introduction of the November 18, 1974 Budget under which, as mentioned above, the producer
selling natural gas to the Crown was required to include in income the fair market value rather than the
amount received. While details of the rebate system have yet to be announced, management expects its
effect will be that income tax payable with respect to natural gas production in British Columbia will be
based on actual sale proceeds received.

As mentioned under “Marketing” the maximum wellhead price of crude oil is currently fixed at approxi-
mately $6.50 per barrel; however, the December, 1974 announcement of the Province of Alberta stated
that, while sales of Alberta crude at $6.50 would continue over the balance of the winter, the Province intended
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to take action available to it under the constitution to increase the price of its depleting resources closer to
fair market value.

Royalty Interests

At September 30, 1974, Cigol and Prairie Oil owned gross overriding royalty interests (under which the
holder is entitled to a percentage of production without obligation to pay any capital or production expenses)
in oil and gas produced from 881,398 acresand 205,065 acres, respectively, in various areas of Western Canada.
For the year ended December 31, 1973 and the first nine months of 1973 and 1974, Cigol received income
from its royalties of $442,035, $314,615 and $478,575, respectively, and Prairie Oil received income from its
royalties of $653,633, $470,171 and $506,169 respectively.

Cigol owns a gross overriding royalty on bitumen produced from 4,506 acres in the Athabasca Oil Sands
area of Alberta which are presently sub-leased by Cigol to Great Canadian Oil Sands Limited, a subsidiary
of Sun Qil Company. Cigol is presently entitled to receive a minimum rovalty of 2L4¢ per barrel of bitumen
processed, plus additional royalties per barrel of synthetic crude oil production (at September 30, 1974, at a
rate of approximately 2634 ¢ per barrel of synthetic crude oil produced) equal to 6149, of the difference be-
tween the per barrel sale price of synthetic crude oil and a base price of $2.75 per barrel. For the year ended
December 31, 1973 and the first nine months of 1973 and 1974, Cigol received income from this royalty of
$1,732,420, $1,151,366 and $3,082,305, respectively. The increase in 1974 reflects increased prices and pro-
duction and the expiration of the waiver by Cigol of one-half of the aggregate royalties.

Reserves

Cigol’s net proven reserves as at September 1, 1974 were summarized in a report dated November 19,
1974 by McDaniel Consultants (1965) Ltd., Calgary, Alberta, as follows:

Natural Natural
Crude 0il Gas Liquids Gas
Area (bbls) (bbls) (mmcf)
AVDRFtE: & w5 & s vagowry e & GEoss ¥ BTG RS 3 TR GEE ¥ S S 2 20,325,781 3,512,286 373,523
Britishi: Colainbial:  camn sa vanss somin waen § aoms Sams £ & sV L 5 1 2,099,417 8,085 87,678
SaalateeWaTY: » s cowm s 5 awwes o s » 5960 ¥ 205§ o6 © HaG 5 SEEE o 3,670,057 — 2,708
Athabasca Oil Sands. . ... ... .. . . . . i e 18,816,835 - —
Other Royalty . . .. ... 3,015,505 — 23,636
Total Net Reserves. . .. ... e i 47,927,595 3,520,371 487,545

McDaniel Consultants (1965) Ltd. defines proven reserves as those reserves which to a high degree of certainty
are recoverable at commercial rates under present depletion methods and current operating conditions,
prices and costs.

No natural gas liquids reserves were assigned to the proven natural gas reserve unless facilities to remove
these products were available or had been planned for such processing. Prairie Oil was estimated to own
4.29, of the proven crude oil reserves, 4.6% of the proven natural gas reserves, and a negligible amount of
the natural gas liquids reserves. Trans-Prairie was estimated to own 5.29 of the proven crude oil reserves,
3.99%, of the proven natural gas reserves, and a negligible amount of the natural gas liquids reserves.

Approximately 409, of the producing properties of Cigol are subject to first mortgage liens under the
trust indentures securing outstanding bonds or have been assigned as security for demand and other bank
loans. '

Exploration and Development

The following table sets forth information as of September 30, 1974, with respect to the producing and
exploratory oil and gas acreage in which Cigol holds or can earn interests, including 1009, for majority-
owned subsidiaries. The table does not include acreage in which Cigol holds royalty interests. See “Royalty
Interests”.
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Leases and Production

Reservations, Permits

Licences(1) and Concessions(2)
Net Gross Net
Geographic Acres®)  Acres(®) Acres®)  Acres@)

Canada
Albertar o ilsils wose R S R 2,642,761 1,132,658 928,203 669,519
British ColUmbiai . & cosrimie sivonte siaiela tratein 298,620 74,149 389,907 209,699
N AN IO A e viar: aimssts SEsLe STaTa o e BIoeTs s 77,103 23,702 — —_
OEATION . aivie aioreie & snonsse ssmeis sustors Soaie e §%08 5 sieTi 4,252 4,252 1,890 1,890
Saskatchewan............. ... ..., 224,456 125,966 144,480 120,080

Canadian Frontier (4) (5)

Arctic Islands . oo vrvieame Soos Seem e 116,085 6,625 7,206,771 3,677,338
Beatfort SEa: ¢ cives i5ms siaiors asiene sisismns orsimin s 411,727 330,528
Northwest Territories.........ooooeueuenn... 52,976 6,842 320,462 37,627
Yukon. ..o e 381,646 305,846
Budson Bay. .o swes waiis sereiin s s smvas seis 610,112 610,112
East Coast

Offshore Labrador...................... 1,030,978 773,234

Flemish Pass...........covvvinnnn... 1,029,200 1,029,200

Scotian:Shelf. . . cauvy so v sawn ares s - 4,857,516 607,190

Foreign
United States o wums ovne vuies « ot seiseisn s : 17,454 1,001
British Sector of North Sea.................. 259,828 62,210
Ltaly — ol shOre e - mani s oot o 5 Suirens 131,966 131,966
Oman. . ...t i e e e 3,854,599 1,204,562
TUNISIA e s st 4555 5 w7 ) Foatins 2isiene otaneds 3 oo sore 3,776,718 1,675,373
B EE1 L) e s T 123,550 24,710
VAL NG 5 50556 dsrtis sioivtorm ainin » esmioss miasens svetere o » 1,127,591 281,898
Malta . oo s snims e sramn s as Same e e 426,322 90,593

Total (4)(5)(6)evueeneruenininn.... 7,671,684 2,666,677 22,775,489 10,552,113

(1) Includes 550,339 gross (177,188 net) acres attributable to Prairie Oil and 448,514 gross (249,729 net)
acres attributable to Trans-Prairie. '

(2) Includes 3,080,934 gross (234,451 net) acres attributable to Prairie Oil and 1,687,317 gross (1,634,259
net) acres attributable to Trans-Prairie.

(3) “Gross” acres represent the total number of acres in which Cigol has or can earn any working interests.
“Net” acres represent the aggregate working interest which Cigol holds or can earn in the gross acres
after deducting the working interests held by unrelated parties.

(4) Cigol holds a 10% equity interest in EIf Oil Exploration and Production Canada Ltd. (“EIf"") acquired

at a cost of approximately $23,500,000. As of September 30, 1974, EIf held leases, reservations and

permits covering the following properties:
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Gross Acres Net

;A.r_ea- Acres to ElIf

ArcHe ISIANE. « oo it i his s vie sttt e sieie e s e b ieieie wieree o mrere sracaie s ieeis s s 24,812,732 12,283,354
Oifshiore BEasti COaSt, ; suis si555 55505 15008 Safiem o sivte s steiatasereiare soatsts. stotete. suetosm o 4,654,333 2,918,348
MackenzietDelta, wouw sess v coms 55e 2 555 ¥ s B ins 55 » s sess smmee o 5,044,199 3,734,911
BritiBl Columbias s s Tms ot 5 108 ¢ S50 5 STk S5 & TS Sasert Borene 1,112,984 279,529
Beaufort Sea. . ... ... 1,804,919 748,338
AIDEIEA. 1vv i v cnciten e s aas s s s e s e e e ae e e e s 714,220 194,475
Hudson Bay......ouunie e e e e 16,742,525 1,322,659

Totals. ..o 54,885,912 21,481,614

Since 1970, when Cigol acquired its interest, Elf has participated in 15 gross (8.05 net) wells in the Arctic
Islands, all of which wells have been abandoned. In 1974, Cigol reduced the carrying value of its in-
vestment in EIf by $3,500,000 (see Note 2 to Cigol's Consolidated Financial Statements).

(5) Inaddition, Cigol has a 0.67%, share interest in Panarctic Oils Ltd. (“Panarctic”), which as of September
30, 1974 held permits covering an aggregate of 79,969,401 gross and 55,650,218 net acres of exploratory
permits located in the Canadian Frontier. See ‘‘Canadian Frontier” below.

(6) To maintain its percentage interest in leases, reservations, permits, concessions or licences, Cigol may be
required to satisfy certain work or cash obligations. Because Cigol participates with others in many of
its leases, reservations and permits, the continuation of its interests therein may depend on the con-
tinued ability and willingness of the co-owners to satisfy the remaining portion of such required work
or cash obligations. Cigol's holdings may also be reduced from time to time as a result of dispositions
of interests in consideration of the performance of exploratory work or as a result of the surrender or
other disposition of properties.

Substantially all Cigol’s leases are granted by Federal or Provincial governments. Leases grant to the
lessee the right to explore for oil and natural gas and recover it from the leased property to the extent the
lessor is entitled to grant the same. The lessee pays all the development and operating costs and is entitled to
the production subject to a royalty which presently ranges from 5 to 59%. See ‘‘Recent Government Policy".
Lease terms vary from jurisdiction to jurisdiction and with the date of the grant and are generally from 10 to
21 years. The leases generally provide for renewal for the term of the original lease if the lands are capable
of commercial production. Production licences are located in foreign areas and are discussed below.

Reservations, permits and concessions are rights to explore lands and entitle the holder to obtain leases
or production licences covering in most instances up to one-half of the acreage covered by a reservation,
permit or concession with the balance in each case reverting to the government involved. The duration and
terms of reservations, permits and concessions vary in the different jurisdictions. To retain a reservation,
permit or concession the holder is generally required to undertake specified amounts of exploratory work or
make cash payments. The gross and net acreage figures set forth in the above table represent total acreage
before any reversions to the governments involved.

In general, any sale or transfer by Cigol of any of its oil and gas properties or interests is subject to the
consent of the government which granted the interest and to the rights of first refusal of co-owners under
operating agreements.

As indicated in the above table, Cigol holds oil and gas properties in and carries on exploration in many
parts of the world and the following are the areas of most current exploration and development interest:

Western Canada. In 1971 Cigol purchased from a third party 131,856 gross (25,488 net) acres of leases
with daily net oil production of 531 barrels in the Countess area of Southern Alberta. Since 1971 Cigol
has increased its land holdings in the Countess-Lathom Blackfoot-Taber area to 529,922 gross (265,901
net) acres, has participated in approximately 109 exploratory and development wells in the area resulting in
30 gross (7.29 net) oil wells, 22 gross (6.16 net) gas wells and 58 gross (18.6 net) abandoned wells and has
expanded secondary recovery operations. During September, 1974 the daily net oil production from the pur-
chased leases was 3,406 barrels primarily as a result of such expanded secondary recovery operationsand currently
is below this capacity by about 309, under pro-rationing of market demand for medium gravity crude oil which
has decreased primarily due to the size of the export tax levy. See “Recent Government Policy”, “Production”
and ‘“Marketing".
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Since 1971 Cigol has pursued an active land acquisition program in 'the Peace River area of North
Central Alberta and currently holds 116,320 gross (80,433 net) lease acres in the Golden area, 49‘.6(.)0 g1"oss
(12,144 net) lease acres in the Cadotte-Seal area and 81,600 gross (62,400 net) lease acres in the Spirit River
area. During the period extensive seismic programs were conducted in the area and 6 gross (2.03 net) gas wells,
9 gross (3.0 net) oil wells and 10 gross (5.17 net) abandoned wells were drilled. Fu_rt]laer exploraftory afld
development drilling is planned for the 1974-1975 drilling season to further define the limits of the d1sc0ver3es
and to search for similar but separate accumulations in the general area. During September, 1974 the daily
net oil production from this area was 527 barrels.

Cigol has entered into an agreement with a consortium of two Japanese interests, with respect to the
evaluation of its Oil Sands lease No. 60 in the Cold Lake area of East-Central Alberta covering 16,393 acres.
The project encompasses drilling and field testing of in situ oil recovery from the Cold Lake oil sands. The
Japanese companies will spend 1009, of the first $1,500,000 and may elect to spend 75% of the next 15,000,000
and will thereby earn 509, of Cigol's 1009, interest. The first 16 wells of a multi-well evaluation drilling pro-
gram have been completed and it is estimated that prior to March 31, 1975 a further four evaluation wells
will be drilled. Engineering studies and design of pilot surface facilities will be finalized, thereby completing
the first $1,500,000 expenditure. Construction of pilot facilities and drilling of pilot wells are planned for
1975 with pilot operations to begin in 1976. A full-scale project is planned if the results of the pilot operation,
product prices and feasibility studies justify the same.

Trans-Prairie holds 48,640 acres of Crown Reservation in the Athabasca Oil Sands area of Alberta,
drilled three evaluation wells in each of 1973 and 1974 and plans further evaluation drilling in the 1974-1975
winter drilling season.

In situ recovery methods from the Oil Sands have not yet been developed on a commercial basis and
leases covering the Oil Sands contain provisions whereby a royalty payable to the Crown may be unilaterally
fixed by subsequent regulations.

Canadian Frontier. Cigol earned a 209, interest in a total of 133,080 acres, held by Imperial Oil Limited
under exploratory permits from the Federal Government, by drilling six wells on lands in the Mackenzie
Delta at a cost of approximately $7,000,000. All of the wells were abandoned but the fifth well, Imp Cigol
Russell H-23, encountered gas shows and Cigol has commenced drilling a seventh well to earn a 239, interest
on a 22,000-acre block adjacent to the Russell lands and has the option to earn a 309 interest in two other
22,000-acre blocks by drilling a well on each block.

During 1974 Cigol completed a five-well program at a cost to it of approximately $1,700,000 to earn a
12149, interest in a total of 4,857,516 exploration permit acres offshore on the Nova Scotian Continental
Shelf. Each of the wells was abandoned.

In the Arctic Islands, Cigol holds interests in exploratory permits directly and through Prairie Oil,
Panarctic and Elf. Preliminary seismic programs have been conducted on Cigol’s holdings onshore Banks
Island (1,308,000 gross and net acres) and in the Ellef Ringnes Island area (67,872 gross and 16,968 net
acres). Preliminary data suggest the existence of extensive faulting and structural variation on Banks
Island and the existence of structures primarily offshore on the Ellef Ringnes acreage. The preliminary data
will be evaluated along with the general activity by other companies in the Arctic area before deciding on the
extent and timing of further exploration.

Through Prairie Oil, Cigol holds working interests varying from 47259, to 6.175%, in 2,696,879 gross
acres of exploratory permits of which 1,526,214 are farmed out to Panarctic Oils Ltd. reserving a 3.159,
interest to Prairie Oil. As part of the earning program, Panarctic drilled gas discovery wells on Prairie Oil's
acreage on the Sabine Peninsula on Melville Island and on King Christian Island. Panarctic has drilled five
wells‘capable of gas production on the Drake Point structure on Sabine Peninsula and on the west side of
Sabine Peninsula at Hecla has drilled four wells of which two onshore wells are capable of production and
one offshore well encountered gas. On King Christian Island, Panarctic drilled two wells which are capable
of gas production. Panarctic plans further drilling in the area and Prairie Oil has the right to participate at
3.159% in any drilling done by Panarctic on Prairie Oil lands.

All lands in the Canadian Frontier are initially held under permits granted by the Federal Government
of Canada at various times and involve an initial period of three to six years with a work deposit varying
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from 20¢ per acre on the East coast to 40¢ per acre in the Arctic. They are renewable for six additional one-
year periods upon work deposits at a rate ranging from 15¢ per acre in the first year to 50¢ per acre in the
sixth year. Work deposits are refundable to the permit holder to the extent of allowable exploration expendi-
tures in the permit areas. While a permit is in force, the holder has the option of acquiring 21-year leases on
up to 50% of the permit acreage at annual rentals of $1 per acre after the first year and royalties at 59, in-
creasing to 109, after the first 36 months of production or five years after commercial production commences,
whichever is earlier. If the area is capable of production, the permit must be converted to leases, which may
be renewed for successive periods of 21 years as long as there is production. The Federal Government has
currently under review amendments to its existing regulations governing operations, permits and leases in a
number of the Canadian Frontier areas.

There is currently neither significant production from any part of the Canadian Frontier nor transport
systems to deliver oil or gas. Transportation and production from such areas present technical and ecological
problems and also questions of economic feasibility at least until further reserves are discovered. In addition,
ice conditions present many drilling and production problems both economic and technical.

British Sector of North Sea. Cigol drilled a dry hole in 1974 on Block 210/19 offshore the Shetland Islands
which Block covers 48,928 gross acres (159, owned by Cigol) at a cost to Cigol of approximately $688,000.
The well encountered middle Jurassic sandstone of greater than average thickness for the area, but no hydro-
carbon indications. The group members are currently reviewing well and seismic data to determine whether
an additional well or wells should be drilled on the lands which are located in water depths ranging from
540 feet to 600 feet.

Cigol has a 159, interest in Block 38/2 containing 57,450 gross acres located approximately 180 miles
south-east of Aberdeen, Scotland, in water depths ranging from 250 feet to 285 feet. Twenty-five wells have
been drilled by others on various blocks within 40 miles of the lands of which 2 were oil discoveries, 5 were
drilled to delineate the oil discoveries and 18 were abandoned as dry holes; the oil discoveries designated as the
Auk and Argyll oil fields are expected to produce approximately 40,000 barrels per day each. Blocks 210/19
and 38/2 are included in one production licence and, under the licence, the group must drill two wells and,
unless the British authorities are satisfied that a third well is not justified in the light of available data, must
drill a third well on the licence. The group's plans for the drilling of a well on Block 38/2 have yet to be
determined.

Cigol has a 209, interest in the Northern portion of Block 47/14 covering 36,398 gross acres located
approximately 32 miles east of Grimsby, England, in water depths ranging from 70 feet to 190 feet. A 9,065-
foot gas discovery well was drilled in 1972 and was followed up by a second successful gas well in 1973. Two
additional followup wells will be required to determine the commercial viability of the discovery. Drilling of
one of these wells is expected to commence in mid-January, 1975. A 20-mile pipeline to the nearest point on the
English coastline may be required if the field is developed.

In June, 1971 a test well was completed on Block 30/2 covering 55,869 gross acres in which Cigol has a
159, interest and during drill stem tests gas and condensate flowed from approximately 10,000 feet. The
lands are approximately 155 miles east of Aberdeen and reserves to date do not appear to justify the building
of a gas pipeline. The group is presently considering the feasibility of producing gas, removing condensate
and returning residue gas to the formation.

The U.K. Government is currently reviewing its policy as to regulation of offshore operations and the
extent of increased government participation therein.

As at September 30, 1974, Cigol's total expenditure in the British sector of the North Sea area
aggregated $4,422,530 and all of the obligations under the respective production licences had been fulfilled with
the exception of those involving the licence containing Blocks 38/2 and 210/19 discussed above. The production
licences gener ally have initial terms of approximately six years, renewable for forty additional vears as to not
more than 50 9, of the acreage involved and provide for royalties of 12149, and annual rentals ranging from
$0.45 per acre to $3.20 per acre in respect of Blocks 210/19, 38/2 and 30/2 and ranging from $0.36-$2.64 per
acre in respect of Block 47/14 which is in a renewal period.

Tunisia. Cigol has an interest of approximately 389, in two exploration permits in Tunisia covering
2,060,856 gross acres. One permit is in the south-western desert area near Bir Tourkia and two wells were
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drilled on the lands by others and abandoned before the permit was granted .to Cigol. Seismic s;rveys b}i
the group costing $2,250,000 have been carried out and farmouts to others are being pursued-. The other permi
is offshore in the Gulf of Tunis and a well was drilled in 1973 by the group ata cost of approximately $1’700’0,00
and abandoned. Additional seismic surveys are currently being conducted on the acreage to deterrrfme
whether additional drilling is justified. The concessions expire in 1975-76 unless renewed for three possible
successive 214 year periods with area reductions to 80%, 64% and 509, of the original acreage. I.{enewals
require exploration commitments of $1,865,763 and $1,403,822 respectively for each renewal period. Pro-
duction concessions covering up to 247,000 acres may be obtained after discovery and provide for royalties of
1215%, and 17149 respectively and up to 20% of production may be purchased by the Government at
discounts from posted price. A third permit in the Gulf of Gabes, similar in terms to the other two, covers
1,715,862 gross acres and Cigol has approximately a 529 interest subject to being reduced to 26% upon a
third party spending $3,000,000 (U.S.) including drilling an exploratory well which is expected to be drilled
prior to the expiry of the initial term in August, 1976. Renewals require exploration commitments of approxi-
mately $2,891,172 for each 214 year renewal period. Seismic operations have recently been carried out at no
cost to Cigol. The transfer of the interest to the third party is subject to prior governmental approval failing
which the group refunds to the third party expenditures incurred prior to governmental refusal.

Oman. Cigol holds a 31.259%, interest in a 30-year production licence covering 3,854,599 gross acres close
to the coast of Oman in a small new unexplored offshore sedimentary basin. The sediments in the basin are
expected to be similar to those in a large onshore basin where oil production is now in excess of 300,000 barrels
per day and several new fields have been found but are still not on production. The producing area is about
170 miles from Cigol’s licence and the new fields are approximately 100 miles from Cigol's licence. The
group has conducted seismic surveys at a total group cost of approximately $1,100,000 and plans the initial
exploratory well for 1975, The licence may be surrendered after the first or second well is drilled. If the licence
is maintained for six years a minimum of two wells and other expenditures of at least $5,000,000 (U.S.) are
required. Subject to commercial production being obtained within six years, the licence provides for royalties
of 1215-159%,, varying production bonuses which could total $12,000,000 (U.S.) at 400,000 barrels per day
and acreage reductions ranging from 259, at the end of the fifth year to 68.36%, by the twentieth year.
The Sultan has retained a 209, working interest and can acquire, after average production per day reaches
levels above 100,000 barrels, up to an additional 319, interest in stages with the last 69} interest being
available after daily average production reaches 350,000 barrels. Such acquisition is at the group’s then
depreciated costs. The Sultan’s share of expenditures is recoverable by the group out of the Sultan's share
of production.

Viet Nam. Cigol has a 257, interest in an offshore concession covering 1,127,591 gross acres which expires
in 1979 unless renewed, in respect of a maximum of 509, of the original area, for a further five years; such
renewal requires a $10,000,000 (U.S.) additional work obligation for the group. The concession required a
group signature bonus of $8,000,000 (U.S.) and work obligations of $12,000,000 (U.S.). In the event of com-
mercial discovery, a maximum of ten 30-year exploitation concessions covering not more than 123,550 acres
each can be obtained, which provide for royalties of 12149, call for a discovery bonus of $1,000,000 (U.S.) and
varying production bonuses which aggregate $17,000,000 (U.S.) when average daily production for 60 days
reaches 200,000 barrels and cumulative production of 75 million barrels has been achieved. The Government
has the right to participate in the concession to the percentage from time to time comparable to that obtained
by host governments in the Persian Gulf or South-East Asia areas upon paying a proportionate share of the
group costs to such date. Annual rentals range from $6 (U.S.) per square kilometer during the initial three
years to $3,000 (U.S.) per square kilometer following the fifth year after commercial discovery but are
deductible from royalties. The group is currently conducting seismic surveys and plans to drill at least one
well in 1976. Exploration offshore Viet Nam is in its early stages, the first concessions having been awarded
in mid-1973. Only two wells are known to have been drilled to date, both by the same major oil company and
both in the same sedimentary basin in which Cigol’s concession is located. This company reported “hydro-
carbon indications” in its first well (about 100 miles from Cigol) and significant recoveries of oil and gas in the
second (about 80 miles from Cigol). Two wells are currently being drilled and several more wells are expected
to be drilled in 1975 by others on blocks in which Cigol has no interest in the general area.

Turkey. Cigol has a 209, interest in a 123,550-acre licence in the vicinity of Yasince, Turkey. The initial
well drilled in 1974 at a cost to Cigol of $160,000 resulted in an oil discovery, the commercial attractiveness of
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which is still being assessed. Upon any discovery the group is obligated to define and develop the field and
is entitled to leases of up to 61,775 acres having a twenty-year term which may be renewed at the discretion
of the Turkish Government for two additional ten-year terms. Royalty is 1214% and annual lease rentals
per acre range from $.009 in the first year to $.030 in the fifth and succeeding years and, if commercial
production does not occur in the first year or thereafter ceases, the lease may lapse.

Offshore Louisiana. Cigol in early 1974 acquired varying interests in four leases offshore Louisiana com-
prising 17,374 gross acres of which Cigol’s net acreage share is 951 acres. The leases were acquired by tender
from the United States Government with Cigol's cost being $3,696,630. The leases are for five vears and so
long thereafter as production continues and call for rentals of $3.00 per acre and a royalty of 16247 Cigol
drilled and abandoned a well in mid-1974 on one of the leases, drilled a gas discovery on two of the other
leases in late 1974, and plans to drill a well on the remaining lease in 1975. Neither of the discoveries is con-
sidered to be of significant benefit to Cigol.

Drilling Activity

The following table sets forth the gross and net wells which Cigol drilled or participated in during the
periods indicated, excluding wells drilled or participated in by subsidiaries for periods prior to their acquisition
by Cigol inasmuch as their exploration staffs were not continued with Cigol, but otherwise including 1009
for majority-owned subsidiaries:

Exzploratory Wells(1) Development Wells(1)
Gross Wells Net Wells Gross Wells Net Wells
Productive Dry Productive Dry Productive Dry Productive Dry
0il Gas Holes Oil Gas Holes 0il Gas Holes oit Gas  Holes

1969

Canada(2)...... 5 10 43 2.2 37 231 14 10 7 2.5 24 1.4

North Sea...... . - — 1 — — 0. —_ — - e = —
1970

Canadal2) .o — 9 43 — 3.5 13.0 24 5 2 29 1.7 1.1

North Sea...... — — 1 — — 0.1 — — —_ = = ==

Canadian Frontier — 1 1 — .03 .015 —_ — -_ . - =
1971

Canada(2)...... 3 5 ar 1.4 2.9 13.6 17 7 10 1.7 0.7 5.5

North Sea...... — 1 —_— — 15 — — - — = .

Canadian Frontier — 2 — — .06 — —_ — — — s e
1972

Canada(2)...... 4 17 38 1.13 7.51 17.49 21 10 7 6.28 2.83 3.32

North Sea...... — 1 — — 20 — = a — — e —

Malts: wevmruss — — 1 — — 21 = — = — . -

Canadian Frontier — 3 2 — 09 .23 —_ — = s — —
1973

Canada(2)...... 3 20 50 1.73 7.61 19.78 26 6 9 4.71 1.93 2.44

North Sea...:... — — 1 — — 2 — —_ — e i —_

Canadian Frontier — - 2 — — 4 — — — = = =

Adriatic Sea..... — — 1 — — 1.00 —_ — — — = —

THnisia. v iyvvss — — 1 — — .38 — — —_ — e —
1974 (through September 30)

Canada(2)...7 . 5 14 26 2.14 6.04 10.85 3 1 2 575 5 .35

Canadian Frontier — 1 10 - .01 1.41 — — —_ — = —

Lorkesr, ..oomcase 1 — — .20 — —_ — —_ — = = —

United States. .. 5 2 21 1.65 .50 3.76 — 5 2 — .30 .10

North Sea...... — — 1 - — 15 — — — _— —

(1) In general, an “‘exploratory well” is a well drilled either in search of a new and as yet undiscovered pool of
oil or gas or with the hope of greatly extending the limit of a pool already partly developed. All other wells
are “‘development wells”. A “productive well” is a well capable of producing oil or gas in quantities deemed
by the operator to justify its completion, although not necessarily to justify the costs already incurred in
drilling the well. All other wells are considered dry holes. “Gross wells" refers to all wells drilled on the
properties referred to above, and “net wells"” reflects the aggregate of the percentage working interests of
Cigol in the gross wells. Does not include interests solely through share ownership in wells drilled by
Panarctic or Elf.

(2) Consists of wells in the Western Sedimentary Basin (in the Provinces of Alberta, British Columbia and
Saskatchewan) in all years and one well in Ontario in 1969,

Exploration and Acquisition Costs

The following table sets forth the amounts expended by Cigol in drilling and exploration activities and
in oil and gas property acquisitions during the periods indicated, excluding amounts expended by subsidiaries
for periods prior to their acquisition by Cigol in order to correspond with the presentation of drilling activity
information, but otherwise including 1009, for majority-owned subsidiaries:
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0Oil and Gas

Property Drilling and
Acquisition Exploration
Expenditures Expenditures(1)
1060 (in thousands of dollars)
Canada (2)...cvvvirieeiiiie i enaaanens $ 5,071 $ 3,914
INOTEISEH: « mairie 1w sieims 3atee sy Batars ¥ dsara) e — 442
Canadian DIonter i crns o s s s« o 1,620 245
Other TOreITN-ATRAR: & ..ris &5iei Srite 319035 S35 o — 420
1970
CanadailZ)e oo sle seem o Sabts s {5, Stes S $ 794 $ 4,851
North Sea......covviiiiiiiiiiiininnenenns — 131
Canadian Frontier.......................... — 196
Other fOreIgMiareas, « « co fswn st 3 wiivis satets s —_ 319
1971
Canada (2). . vvreie i e $ 3,608 $ 5,290
INOTENISEA . wismane o cisle viraie's siine o wiavels stamars Datals ale - 889
Canadian EroOnHEero: : s s smanaisiote wal @ st i R 189
VBt i S ittt S5 B SRR Earale e S — 401
Other foreignareas. . . .........couviunnn... — 212
1972
Canada (2): . ..o e sis omimeis simis o areien Saisie wslsrd 16 $ 1,446 $ 4,084
North Sea......ooiiriiiiiiiiiiiiinnnnnn. — 390
Canadian Frontier.............c.ciivvnnnnn. 9 2,037
IMALER zvier. et rvlerere niiss e vorare aiators VaSeyats | latiany &7 — 844
Other foreign areass . o «uasiensianies s s v — 457
1973
Canada (2) .. it iiee e ieienenns i e 3972 $ 5,719
NOTERSEA 1 vnlon vnmms o el o otels s #Veols asiiels 2 - 436
Canadian Frontier..:: i o s s sane i — 3,188
Adriatic Sea. . ......cciiiiiiiiiininaaen e — 632
Tunisia....ooov it iiniiinnenennns o ot T, - 1,136
Other foreign areas. .........covvvinnennnn. - 506
1974 (through September 30)
Canada (2). .. oovi it et it $ 6,360 $ 5,101
Canadian Frontier and offshore............... — 4,653
TUrkeYs: i sl siters’s sish & viates aui sistals ol — 186
North Sea. . ¢ o« son o omisios s s e 5% S5 b — 353
Nnited States. s v tiiaiesisiese ot sioke niebors als 4,053 111
Other foreign areas. . ..........civiiivunnnn. 1,945 1,187

(1) Does not include drilling and exploration expenses incurred by Cigol on Elf
properties. See ‘“Exploration and Development—Canadian Frontier'" and
“Capital Expenditures.

(2) Consists of wells and property in the Western Sedimentary Basin (in the Provinces
of Alberta, British Columbia and Saskatchewan) in all years and one well in
Ontario in 1969.

During 1973 Cigol incurred approximately $862,000 for rentals and fees in respect of its exploration
acreage and estimates 1974 costs to have been approximately $877,000.

0il Gathering and Transmission

Cigol primarily through Trans-Prairie owns and operates transmission pipelines and gathering systems
which (a) transport crude oil produced by Cigol and others from the Joarcam field in Alberta to the trunk line
systemn of Interprovincial Pipe Line Limited near Edmonton, (b) transport crude oil produced by Cigol and
others from the Golden-Lubicon area of Northern Alberta to Rainbow Pipeline Company, Ltd. near Edmonton,
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and (c) gather crude oil produced primarily by others from oil fields in northeast British Columbia,
southeast Saskatchewan and southwest Manitoba and transport it to trunk line systems of major pipeline
companies and to a refinery in British Columbia. The pipeline in British Columbia also carries refinery
products for others. The following table shows the miles of gathering and transmission lines in these systems:

Miles of Line
Province Gathering  Transmission

Alberta

Joateami ., ven s smops s vee sane s s 35 39

Golden-Lubicon. ................oooovtt. 9 —

British /Columbia s s ¢ sy s geas e nems 1 s 149 170

Manitobal. ccoe v wesuis siamse sumvss svemin s sai s s o 125 31

SaskaAtCheWaTl o: s nans Saeis doin ¥ 950 § S GaTeE ¢ 127 15

TOtAlicrns mevwmsins ok evscaive spwios istegs & ssesoe s 45 255

Crude oil is transported by the systems under short-term contracts with crude oil purchasers. These
contracts are standard for the Canadian oil industry, and the duration of a transporation contract is always
dependent on the duration of the related contract between the crude oil producer and the crude oil purchaser.

The following table shows the aggregate deliveries for the systems for the periods indicated:

Nine Months
Ended
Year Ended December 31, September 30,
Province 1969 1970 7t 1m 1973 193 1m
(in thousands of barrels)

KIDERA: s an s e v o 2,064 2,177 2,350 2,929 3,755 2,793 2,903
British Columbia........... 23,803 24,157 23,633 22,291 21,192 16,026 14,490(1)
Manitoba. ................. 6,320 6,005 5,687 5,467 5,189 3,915 3,5'}"5(1>
Saskatehewan oo waws o 13,001 12,292 11,260 10,827 10,311 7,824 6,122(1)
Total............. 45,188 44 631 42,930 41,514 40,447 30,558 27,090(1)

(1) Decline in volumes is attributable to decrease in production in the areas served. See ‘‘Lines of Business”.

Natural Gas Gathering, Transmission and Distribution
Industrial Gas System

Cigol owns and operates a natural gas gathering and transmission system, consisting of approximately
310 miles of pipeline and one processing plant, in the Edmonton, Alberta area for the purpose of gathering
natural gas produced by Cigol and others and transmitting it to several industrial customers and others.

Approximately 609, of the natural gas supply for the industrial gas system is purchased from unrelated
parties under long-term contracts, expiring between 1976 and 1990. The remainder is supplied by Cigol’s net
interest in gas produced from wells in which Cigol owns an interest, together with gas produced from such wells
for royalty owners. The management of Cigol believes that the reserves available or committed to the indus-
trial gas system from present sources of supply are sufficient to satisfy its obligations under its fixed-price
agreements with the system’s present customers, which expire between 1974 and 1983. However, no significant
additional sources of supply in the Edmonton area have become available to the system during the last five
years, and a very substantial increase in gas sales prices in the area would be necessary to make economically
feasible the importation of gas from other areas. For the year 1973 and the first nine months of 1974, the con-
tribution of the system to Cigol’s earnings before income taxes, extraordinary items and minority interests
was approximately 18.5%, and 12.59%,, respectively.

In the year 1973, the largest customer accounted for approximately 23.59, and the next four largest
customers accounted for approximately 62.7% of the gas sold from the industrial gas system.
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Utility Gas Systems

Through Columbia Natural Gas Limited, a gas utility subsidiary of Trans-Prairie, Cigol owns and
operates a transmission and distribution system, consisting of 176 miles of transmission and 226 miles of
distribution and services pipelines, serving several communities and industries in the East Kootenay area
of British Columbia. Natural gas for this system is purchased from Westcoast Transmission Company
Limited and Alberta and Southern Gas Company Ltd. under agreements expiring in 1981 and 1992, re-
spectively. Total quantities available under these contracts amount to approximately 1609, of present
demand, and qualifying clauses in export licences granted to the gas suppliers of Columbia Natural Gas
Limited will ensure that additional gas quantities will be made available if required for local consumption.

The decrease in earnings attributable to the utility gas system as shown under “Lines of Business"
between the nine months ended September 30, 1973 and the nine months ended September 30, 1974, is a
result of the increased cost of purchased gas to the utility system. On November 1, 1974, the British
Columbia Energy Commission granted to Columbia Natural Gas Limited an interim increase, effective
November 1, 1974, in residential and commercial rates which offsets the increased costs of gas supply but
which interim increase is subject to ratification at a public hearing to be held in February, 1975.

Through another gas utility subsidiary of Trans-Prairie, Cigol distributes in three small communities in
northeastern Alberta gas which it purchases from Cold Lake Pipe Line Company Limited under an agree-
ment expiring December 31, 1975. Provincial regulations ensure continued contractual supply to these local
customers.

The following table sets forth the volumes of gas sold from the industrial and utility gas systems for the
periods indicated:

Nine Months
Ended
Year Ended December 31, September 30,
1969 1970 1971 1972 1973 1973 1974
(in thousands of mcf)

Industrial gas system........ 40,169 39,588 39,797 43,725 45,699 33,793 33,301
Utility gassystem........... 3,742 4,548 6,126 7,305 7,730 5,161 5,410
Lotals s vnn s e 43911 44136 45,923 51,030 53,429 38,954 38,711

Liquefied Petroleum Gas

Cigol sells liquefied petroleum gas for home consumption and commercial and industrial use, and dis-
tributes customers storage tanks, appliances and equipment, in Western Canada and in the States of
Washington and Oregon. The sales of liquefied petroleum gas for the periods indicated below were approxi-
mately as follows:

Nine Months
Ended
Year Ended December 31, September 30,
1969 1970 1971 1972 1973 1973 1974
(in thousands of imperial gallons)
59,800 67,400 76,500 88,400 95,900 60,700 67,700

Cigol purchases in Alberta approximately 909 of its requirements of liquefied petroleum gas from unre-
lated parties at competitive prices, normally under one-year contracts. One supplier accounted for approx-
imately 229 of Cigol's total requirements for the twelve months ended December 31, 1973 and five
others together accounted for another 349 of such requirements. Cigol currently expects to be able to sat-
isfy its purchase requirements and to export required volumes to Washington and Oregon. At September
30, 1974, 52 distribution plants owned by Cigol were in operation as part of this system.

Capital Expenditures

The following table sets forth the capital expenditures of Cigol during the periods indicated, including
amounts expended by pooled subsidiaries for periods prior to their acquisition by Cigol and including 1009,
for majority-owned subsidiaries:
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Nine

Months
Ended
Year Ended December 31, emS:g_téo’
1969 1970 1971 1972 1973 1974
(in thousands of dollars)
Exploration for oil and gas, including rentals........... $ 4,606 $ 5,009(1) $ 6,258(1) $ 6,501(1) $10,833(1) $11,269(1)
Development of oil and gas properties................. 957 956 1,273 1,311 784 412
Acquisition of oil and gasrights. ..................... 6,772 794 3,058 1,455 9,172 12,358
Plant and equipment...........cooiiiuiiiiinnnaans 4,710 3,795 8,449(2) 6,816 4,298 2,321
Lol ooy opemsms sreiniibinm, onsoiosnsasmn aos wes sid AAG $17,045 $10,644(1) $19,038(1) $16,083(1) $25,087(1) $26,360(1)

(1) Does not include drilling and exploration expenses of $4,274,000, $5,262,000, $4,887,000,
$4,417,000, and $3,903,000 incurred by Cigol in 1970, 1971, 1972, 1973 and the nine months
ended September 30, 1974, respectively, on Elf properties to acquire Elf shares. See *‘Exploration
and Development''.

(2) Includes $1,995,000 representing the net book value of plant and equipment of companies
purchased by Cigol during the year, net of previous investment therein.

The management of Cigol anticipates that the capital expenditures of Cigol and its subsidiaries for the
vear 1974 have aggregated approximately $32,000,000 (excluding approximately $4,700,000 incurred on
Elf properties). Capital expenditures in 1975, exclusive of the cost of acquisition of Great Plains, are estimated
to be between $17,000,000 and $23,000,000, all of which are expected to he financed by funds generated from
operations.

Competition and Regulation

The petroleum exploration and production industry in Canada and in foreign areas is comprised of a
large number of companies which compete generally with each other in acquiring properties, in exploring for
and developing new sources of production, and in selling crude oil, natural gas liquids and natural gas. The
industry also competes with other industries in supplying energy and fuel. The principal area of competition
encountered by Cigol within the industry is in the acquisition of properties. There are many companies
engaged in oil and gas exploration in the Canadian provinces, in the Canadian Frontier, and foreign areas,
many of which have greater financial and other resources than Cigol. As a result of current market conditions,
customary marketing arrangements and government regulation, there is no significant competition between
producers in areas from which Cigol is now taking production.

Cigol’s oil gathering and transmission systems are the only ones serving the producing fields with which
they are connected. Unless production in the areas involved should exceed the capacity of the system, the
likelihood of competition is remote. The systems are subject to regulation as to rates and tariffs under existing
law, but currently are not regulated.

Cigol's industrial gas system in the Edmonton area, which at present is not regulated as to rates and
tariffs, competes with a regulated gas utility company, both in procuring gas for its system and in obtaining
customers. The utility company has substantially greater financial resources and access to substantially
greater economically marketable reserves. Cigol’s gas utility system in British Columbia has at present no
significant competition but is regulated as to rates and tariffs.

Cigol competes with two to six other companies, generally on the basis of price and service, in each of
the areas in which it sells liquefied petroleum gas products.

Cigol's operations and business are significantly affected by governmental regulations and controls and
by tax legislation. In general, existing legislation in Canada and many other countries authorizes the regulation
and control of almost every feature of the production, transmission, distribution and sale of crude oil and
natural gas liquids and natural gas and in most cases requires governmental approval to export from the
country involved. See ‘‘Marketing’ and ‘““Recent Government Policy”’.

The Gas Utilities Act of Alberta requires Cigol to procure the approval of the Public Utilities Board of
Alberta before issuing any shares, bonds, debentures or other securities (other than certain short-term debt),
before mortgaging any of its property, or before selling any of its property otherwise than in the ordinary
course of business.
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Title to Oil and Gas Interests

While no examination of titles to the oil and gas properties in which Cigol holds interests and rights has
been made for purposes of this Information Circular and Proxy Statement, Cigol believes that, insofar as
matters of title are concerned, the manner in which these interests and rights have been acquired by Cigol
is sound and in accordance with established methods employed by prudent petroleum and natural gas com-
panies in the areas concerned.

Personnel
At September 30, 1974, Cigoi had 604 employees, of whom 54 employees were covered by union contracts.
Cigol believes that it has satisfactory labour relations.

BUSINESS AND PROPERTIES OF GREAT PLAINS
General

As described under ‘“‘Acquisition of Great Plains”, Cigol has agreed, subject to the satisfaction of certain
conditions, to acquire for cash all of the shares of Great Plains. Great Plains has, since 1950, been engaged
in the business of exploring for and producing crude oil and natural gas in Canada, and, more recently,
has conducted a moderate mining exploration program in Canada. Great Plains conducts its operations
directly and through subsidiaries, all of which are wholly-owned. Unless the context otherwise indicates,
the term “Great Plains” includes Great Plains and its subsidiaries.

All information provided with respect to the business and properties of Great Plains has been furnished
to N & C and Cigol by Great Plains for inclusion in this Information Circular and Proxy Statement; Cigol's
acquisition of Great Plains has not been completed, and N & C and Cigol are not in a position to verify all
of such information.

Production

The following table sets forth the net production, after deducting all royalties of third parties, of crude oil
and natural gas liquids and of natural gas accruing to the working and royalty interests of Great Plains for the

periods indicated:
Nine Months

Ended
Year Ended December 31, September 30,
1969 1970 1971 1972 1973 1973 1974
Crude oil and natural gas liquids (in thousands of barrels)
Alberta....................... 2,455 2,653 2,750 2,951 3,022 2,250 1,872
Saskatchewan................. 574 600 552 530 526 401 220
TOTAL. c o iivnvv vrennecnaness 3,029 3:253 3,302 3,481 3,548 2.651 2,092
Natural gas (in thousands of mcf)
T Lo g e R 8,581 9,379 10,211 12,193 15,907 11,251 12,038

Net production of crude oil and natural gas liquids during the first nine months of 1974 compared with
1973 was lower due primarily to increased provincial government royalties.

A significant portion of Great Plains’ production of crude oil and natural gas liquids is derived from the
Bigoray, Hamilton Lake, Harmattan, and Pembina areas in Alberta. There is little curtailment of crude oil
production due to pro-rationing in those areas in Alberta in which Great Plains has an interest.

A significant portion of Great Plains’ natural gas production is derived from the Calgary, Harmattan,
and Minnehik-Buck Lake areas in Alberta. Gas sales from Harmattan-Elkton, which commenced in late
1972, and from Harmattan East, which commenced in 1973, are currently limited by conservation regulations
to 40,000 mcf per day and 60,000 mcf per day, respectively. Great Plains estimates that gas sales from each
of these fields will ultimately approximate 120,000 mcf per day. Great Plains’ interest in this gas production
is 7.69, in Harmattan-Elkton and 14.69,, in Harmattan East.

Marketing

All of the crude oil produced from wells in Canada in which Great Plains has interests is marketed at
current field prices under short-term contracts (normally cancellable on 30 days’ notice, except as may be
amended by governmental authorities from time to time) which are standard for the Canadian oil industry.
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The following table shows the weighted average price per barrel received from the production and sale of
crude oil and natural gas liquids and from royalties on crude oil and natural gas liquids (expressed in terms
of weighted average price per barrel) during the periods indicated:

Nine Months
Ended
Year Ended December 31, September 30,

1969 1970 1971 1972 1973 1973 1974
$2.43 $2.47 $2.69  $2.69  $3.33 $3.19 $5.46

The major portion of Great Plains’ proved developed natural gas reserves is subject to long-term sales
contracts expiring between 1982 and 1997. Approximately 759%, of Great Plains’ gas sales is to a purchaser for
export to the United States under contracts which provide for an average price of 60¢ per mcf effective July 1,
1974 (increased from approximately 30¢ per mcf) and provide for price renegotiations on July 1, 1975, and
each two years thereafter. Approximately 15% of Great Plains’ production is sold to interprovincial pipeline
companies in Canada at varying prices, for the most part ranging between 24¢ and 60¢ per mcf, with rights to
renegotiate the price at varying future dates. The remainder of Great Plains' gas production is sold to local
utilities in Alberta under contracts which have recently been or are currently being renegotiated and which
contain or are expected to contain a two-year price renegotiation clause. In addition to the approximately
759, of Great Plains’ gas production which is exported directly to the United States, Great Plains sells
approximately 159 of its gas production to interprovincial pipeline companies in Canada and is unable to
determine what portion of this gas is exported to the United States as it enters a stream that supplies both
domestic and export users.

The weighted average prices per mcf received for gas sold during the periods indicated below were as
follows:
Nine Months

Ended
Year Ended December 31, September 30,

1969 1970 1971 1972 1973 1973 1974
18.0¢  18.5¢  18.8¢  22.0¢  20.2¢  28.8¢  35.7¢

See “Business and Properties of Cigol—Recent Government Policy” for the effect of recent royalty,
marketing and tax changes, and “Business and Properties of N & C—Natural Gas Supply”” and ‘‘Business
and Properties of Cigol—Marketing” as to Canadian gas export policy and as to informal governmental
crude oil price-fixing and the Federal export tax on crude oil.

Reserves

Great Plains’ net proved reserves as at September 1, 1974, were summarized in a report dated January
10, 1975 by DeGolyer and MacNaughton, Dallas, Texas, U.S.A., as follows:

Natural Natural
Crude Oil Gas Liquids Gas
Area (bbls) (bbls) (mcf)
N DTS = YA 26,593,518 8,272,344 297,940,662
British Columbia. .o ov v ot v vevie sin e o e e mtia s ime van s sinia o — — 1,860,250
SaskatcheWaTl. . - « coee e o 05 5 2060 5 000 G s &80 § g R, 3,184,624 — —
Ryl ties: ; . ¢ coms 5ams & o0 2 50D DaEE® My i © w0 & WRG s % vk 5 5 o 1,054,200 — 2,304,000
Total Net ReSEIVeS. . ..o vt vt e et et o ettt e e e et i o 30,832,342 8,272,344 302,104,912

DeGolyer and MacNaughton defines proved reserves as those which have been proved to a high degree of
certainty for commercial production by reason of actual well completions, significant drill-stem tests, or
successful secondary recovery operations. Gas reserves reported herein represent saleable dry gas volumes
after deducting estimated shrinkage due to plant extraction of liquids and field and fuel losses, and are
calculated using 14.65 pounds per square inch absolute and 60 degrees Fahrenheit as measurement units.
Essentially all of these reserves are developed.

Net reserves are those owned by Great Plains after deducting royalties which, when a function of price,
were estimated at rates promulgated in the Alberta Petroleum Exploration Plan of December, 1974, and at
export prices for gas announced in December, 1974 by the Canadian Government to be effective on January
1, 1975.
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Heavy Oil Properties

Great Plains hold interests in 38,000 gross acres (10,000 net acres) of heavy oil properties in the Cold
Lake area of Alberta. Although these properties are not presently economically producible, they may become
so in time if higher crude oil prices are allowed to reach the producer, and/or improvements in technology are
made. Great Plains is receiving the records of an extensive experimental program being conducted by a
major oil company on leases adjoining Great Plains’ properties. Great Plains has also negotiated an agree-
ment with another leaseholder to develop lands jointly in the Cold Lake area. In addition, Great Plains
has a 49, net profits interest in an undeveloped bituminous sands lease in the Athabasca Oil Sands area of
Alberta.

These interests are not included in the table under “Reserves’” appearing above.

Exploration and Development

The following table sets forth information as of September 30, 1974, with respect to the producing and
exploratory oil and gas acreage in which Great Plains holds or can earn interests. The table does not include
acreage in which Great Plains holds royalty interests. See “‘Royalty Interests’".

Reservations, Permits,

Leases (1) and Concessions (1)
Gross Net Gross Net
Geographic Area Acres (2) Acres (2) Acres (2) Acres (2)
Canada _
ANBETER iz 5 mmre v 10 ot S5+ e oh et geei atees 1,180,000 470,000 102,000 45,000
British: Columbia: ¢ ~u: 2 wais con sems & oos 3 s s s 31,000 19,000 465,000 138,000
Saskatchewan............ ... ... . coviiiin.o... 139,000 42,000 28,000 17,000
Manitoba....... ... e 600 500 — —_
QUEbEC. . ot e 1,000 200 — —
Canadian Frontier
Reetio: Iandst3005Y: « cour vamt cmmen oo s r — - 7,322,000 4,590,000
Northwest Territories (4)(3)............c ... 55,000 11,000 2,013,000 664,000
Yukon (3) . ..o e e 65,000 33,000 1,645,000 658,000
Foreign (6)
WInitediStatesi . Vv s ¢ St s § i 8 S & 638,000 386,000 - —
BuertoiRACo = -av sorviie o nraiamr st & i teve o aere — - 1,559,000 390,000
TOTAE (T). oo oiminincoraisns wrusespis rota o satesiats = gt soase o & 2,109,600 961,700 13,134,000 6,502,000

(1) See “Business and Properties of Cigol—Exploration and Development” for description of leases, reser-
vations, permits and concessions.

(2) “Gross™ acres represent the total number of acres in which Great Plains has or can earn any working
interest or is entitled to a carried interest. ‘‘Net' acres represent the aggregate working interest and carried
interest which Great Plains holds or can earn in the gross acres after deducting the working interests held by
unrelated parties.

(3) The acreage shown includes an option to earn an undivided 5%, interest in 272,000 acres in the Neil
Peninsula area and a 309, interest in 316,000 acres on Bathurst Island. In addition and not included in the
acreage shown, Great Plains has filed applications with the Government of Canada for exploratory permits
in the Arctic covering 7,586,000 acres of offshore lands in the Canada Basin, and 4,250,000 acres in the
Kane Basin area primarily offshore and adjacent to Ellesmere Island. Great Plains also has a 15%, share in
10,905,000 acres filed on in the Gulf of Boothia. The issuance of new permits has been suspended by the
Government of Canada until revised Canada Oil and Gas Land Regulations are promulgated.

(4) The acreage shown includes an option covering 1,500,000 gross acres in the Horton River area under
which a 209, working interest may be earned by drilling.
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(5) See “‘Business and Properties of Cigol—Exploration and Development—Canadian Frontier” as to
Federal permits.

(6) Great Plains transferred as of January 1, 1975 all of its non-Canadian oil and gas interests, none of
which were productive, to an affiliate at independently appraised values.

(7) To maintain its percentage interest in leases, reservations, permiits and concessions, Great Plains may
be required to satisfy certain work or cash obligations. Because Great Plains participates with others in
many of its leases, reservations, permits and concessions, the continuation of its interests therein may
depend on the continued ability and willingness of the co-owners to satisfy the remaining portion of such
required work or cash obligations. Great Plains’ holdings may also be reduced from time to time as a result
of dispositions of interests in consideration of the performance of exploratory work or as a result of the
surrender or other disposition of properties.

The following are the areas of most current exploration and development interest of Great Plains:

Western Canada. In 1974, Great Plains participated in 19 gross (10.7 net) exploratory wells in Western
Canada. Of these wells, 7 gross (1.1 net) were drilled at no cost to Great Plains on lands farmed out to other
companies. Great Plains’ oil and gas exploration was centered on acreage in the prospective foothills
trend of Alberta where several prospects were evaluated by seismic and drilling operations. Great Plains
also explored in southeastern Alberta where small gas discoveries were made in two of three wells drilled
near Burdett. One other small gas discovery was made in the Hotchkiss area of Alberta. The results of
seismic operations conducted on a 12,800-acre drilling option in the Bull Creek area northwest of Calgary
in Alberta are presently being evaluated. It isexpected that early in 1975 seismic operations will be conducted
on an 11,500-acre permit recently purchased at Graham River in the foothills of northeastern British
Columbia.

In 1974 development drilling activities were centered in the Pembina area of Alberta where 20 gross
wells (3.73 net) were drilled on land in which Great Plains holds an interest. Of these wells, 19 were completed
as oil wells and one was abandoned. Great Plains also participated in 8 gross (3.25 net) development wells
drilled in the Twining field in Alberta, all of which were completed as oil wells. Great Plains also participated
in development drilling in Alberta at Provost, Bigoray, Hotchkiss and Leafland.

Canadian Frontier. In 1972 and 1973, Great Plains conducted surface geological work on its holdings on
Northeast Ellesmere Island. In 1974, under Great Plains’ sponsorship, a 500-mile marine seismic program
was carried out in the adjacent Kane Basin offshore area. Interpretation of the marine seismic data is in
progress. Great Plains holds a 1009, interest in 3.5 million acres onshore in this area and has applied for
an additional 4.25 million acres in the offshore Kane Basin area.

Early in 1974, Great Plains participated in a well located in the Neil Peninsula of Ellesmere Island.
This test, the most northerly wildcat ever drilled, was abandoned at 8,030 feet. Great Plains, together with a
major oil company, drilled the well under a farmout agreement and Great Plains earned 59 in 185,000 gross
acres (9,200 net acres) plus.an option in an additional 271,600 gross acres.

On December 31, 1973, the option of Panarctic Oils Ltd. (*Panarctic”) to earn certain interests in Great
Plains’ Arctic Islands acreage, totalling 762,300 gross acres (361,000 net acres) expired and Great Plains
assumed operatorship of these lands. A 90-mile seismic program on the Bathurst South Block (324,000 gross
acres) was conducted and results are being reviewed. A further 90-mile seismic program on Bathurst North
(473,600 gross acres) is planned for 1975. Results of the initial seismic program were encouraging. Great
Plains holds interests ranging from 509, to 1009, in these Bathurst properties and may increase its interests
in certain of the partially-owned permits to 80%, by drilling. The closest extremity of the Bathurst Island
properties is 45 miles from the Panarctic et al. Bent Horn well on Cameron Island which is reported to have a
flow potential of 500 barrels of oil per day.

On Lougheed Island, Great Plains participated in a 233-mile seismic survey operated by Panarctic in
1974, The survey indicates the presence of a structure separate from that on which the first Lougheed test was
drilled and abandoned in 1971. Drilling of a second well on Lougheed Island is expected to commence early in
1975 at Panarctic et al. Pat Bay A-72, which will he a 10,600-foot test. Panarctic will pay for Great Plains’
share of well costs under a farmout agreement involving 56,300 gross acres. Following the completion of the
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well, Great Plains’ interest in the farm-out lands will be 109,. Great Plains will retain its 209, interest in
417,900 acres covering the balance of Lougheed Island where other structures have been indicated as a result
of seismic work.

On the northwest area of Melville Island, Great Plains participated in 1974 in a joint seismic program
operated by Panarctic. Further data must be acquired and interpretation made before deciding whether or
not drilling operations will be undertaken.

In the Old Crow area of the Yukon Territory, a major Canadian oil company has agreed to expend
$1.3 million on seismic operations on Great Plains’ holdings, consisting of 647,953 net acres (1,619,890 gross
acres) ; however, the seismic operations have been halted due to environmental and native rights issues. When
and if operations are permitted to resume, such company must fulfil its seismic obligations in the initial year
and has options to extend the program by conducting more seismic operations and may earn certain interests
by drilling one or more wells.

In the Horton River area of the Northwest Territories, Great Plains is participating in a 300-mile seismic
program on a 1.5 million acre block held under option. This program will cost up to $1.5 million and Great
Plains’ share will be 409, thereof. The closest portion of the holding is 30 miles from the Ashland Tedji Lake
F-24 gas discovery made in early 1974. That discovery encountered hydrocarbons in a formation not pre-
viously known to be productive in that area.

As to production and transportation thereof in the Canadian Frontier, see “Business and Properties of
Cigol—Exploration and Development—Canadian Frontier”.

Royalty Interests

At September 30, 1974, Great Plains owned gross overriding royalty interests (under which the holder
is entitled to a percentage of production without obligation to pay any capital or production expenses) in
211,000 acres in the Arctic and 379,000 acres in Western Canada. For the year 1974 up to and including
September the income received from royalty interests in Western Canada amounted to $415,000.

Drilling Activity

The following table sets forth the gross and net wells which Great Plains drilled or participated in
during the periods indicated:

Net Net
Bxpioratory ey Desglopment T
(1)(2)(4) 0il/Gas Dry Total 1)(2) 0il/Gas Dry Total
TS o o ceonons obibion e 64 0.45 8.20 8.65 65 13.93 3.61 17.54
{7 R e e 63 5.10 10.13 15.23 39 5:22 1.32 6.54
VDT s oo v 5 sy & s 62 2.70 9.40 12.10 24 5.85 0.30 6.15
1972 i & o o 59 3.20 9.00 12.20 31 2.38 3.14 5.52
POTB Lrivians + s o st st 41 0.67 4.83 5.50 62 5.26 2.54 7.80
1974 to September 30. . 26 0.97 6.75 Tal2 38 11.48 0.58 12.06

(1) An “exploratory well" is, in general, a well drilled either in search of a new and as yet undiscovered
pool of oil or gas or with the hope of greatly extending the limit of a pool already partly developed. All
other wells are ""development wells”.

(2) “Gross wells” means the total number of wells in which Great Plains has a working, carried or royalty
interest.

(3) “Net wells"” means the number of gross wells in which Great Plains has a working or carried interest
multiplied by Great Plains’ percentage working or carried interest therein.

(4) The table includes 5 gross exploratory wells drilled in foreign areas, of which 0.13 were net gas wells and
0.38 were net dry holes.
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Exploration and Acquisition Costs

The following table sets forth the amounts expended by Great Plains in drilling and exploration activities
and in oil and gas property acquisitions during the periods indicated:

0Oil and Gas
Property Drilling and
Acquisition Exploration
Expenditures Expenditures
(in thousands of dollars)
1969
B T T 1 0 ) A e $1,495 $3,981
Canadian Frontier. . .................. N S AT E R ST ¥ S g 100 563
Foreign (2) . ottt e e et — —
1970
Canadall) . . oottt e e e e e e e $ 820 $4,345
Canadian Frontier. ... ...ciiieiiiin e et nonenrevennnraenns 2 641
HOFCIEANR e = s 3ens 3 2 5 omn S.aR70 S055 3085 So00E § 0% & Roem &0 Tans ¢ o — —
1971
Caada (1) s cnvmms grns vam 5 D99s DHEE § IUE § SORSEEEE S5 5 § TR ¢ HETRREE 57 $3,177 $3,902
Canadian Fromter: « . o « vsw venm v o s sz dates satery gates @i & s g o 23 84
Foreign (2) . ot i vttt e e e e — —
1972
Canada(l) . . oo e e e $ 257 $4,099
Canadiait FTONErs = . 5 5 s viiee o 550 o 5uiis it bl o m 565 & ronieismamid mese & o 52 367
Eoreieii( Doy 5 son v suns dom 8 o0 = s s Sok ¢ S0l s YEnG & 05 & SN ESnE 5 106 77
1973
CAnadatliMe o Sl o e = crevs rireas SR aeTsme Gl St § S § SR SRR E i $5,786 $3,156
Canadian Frontier. . . . ... .. i it e - 871
FOreign (2) o et e e e 533 1,641
1974 (through September 30)
CEanadaCl )i 22 5 wome e own 5 Do e Yo § 0 8 SR ST BT 5 R0 Rl 6 $ 126 $3,932
Canadiaf Froiitier; o o « coums s sems & s € a8 & st 00 5 76705 o000 § 58 5 4 288 569
Forelgn (2) . ..o i e e e 1,240 401

(1) “Canada’ consists of wells and property in the Western Sedimentary Basin (in the Provinces of Alberta,
British Columbia and Saskatchewan) in all years and one well in Quebec in each of 1971 and 1972.

(2) Great Plains has disposed of all of its foreign acreage holdings.

During 1973 Great Plains incurred approximately $437,000 for rentals and fees in respect of its explor-
ation acreage, and estimates 1974 costs to have been approximately $300,000.

Mining Exploration

Since 1965 Great Plains has been carrying out exploration programs mainly in the search for copper, lead,
zine, silver and gold in Ontario, British Columbia, the Northwest Territories, Yukon Territory, Saskatchewan,
and Quebec. The majority of the exploration programs are joint ventures operated by Great Plains with
mining companies as partners. Some of the prospects have been explored by diamond-drilling, including
three properties that will be evaluated by further diamond-drilling in 1975. To date, no deposits of com-
mercial value have been discovered.

The following table sets forth information as at September 30, 1974, with respect to the mineral acreage
in which Great Plains holds or can earn interests:
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Gross Net

Acres* Acres*
ALDErta « oot e e 33,640 33,640
British Columbia ................... 25,081 20,597
Northwest Territories . . ... .......... 368,327 283,669
ONEARIOL: ¢ . v wans - e T SR R g 4,560 4,560
OUEDEE o 5 ims ey somis 36l © st aviats 7,160 4,380
Saskatchewan : cowe 2 oes aeeie v sasiers 4,030 3,794
VARG o o e seroioh sienls s@i viorsh 35 8,050 3,325

450,848 353,965

*‘Gross Acres’’ represents the total number of acres in which Great Plains has or can earn any working
interest. “Net Acres’” represents the aggregate working interest which Great Plains holds or can earn in the
gross acres after deducting the working interests held by unrelated parties.

As to mineral exploration expenses, see Great Plains’ consolidated statement of income appearing else-
where in this Information Circular and Proxy Statement.

Capital Expenditures
The following table sets forth the capital expenditures of Great Plains during the periods indicated:

Nine
Months
Year Ended December 31, S eg?e(:;?}er
1969 1970 1971 1972 1973 30, 1974

(in thousands of dollars)

Exploration for oil and gas,

including rentals. ............ $ 2,801 § 3,650 $ 3,068 $ 3,657 $ 4,561 $ 3,648
Development of oil and gas
DIOPEItES . « + en e v eennannnsns 1,743 1,336 918 886 1,107 1,254
Acquisition of oil and gas rights. . 1,595 822% 3,200% 415* 6,319% 1,654*
Plant and equipment. .......... 920 1,567 1,983 2,374 2,313 1,475
Total..................... 8 7,059 $ 7,375 $ 9,169 $ 7,332 $14,300 § 8,031

*Does not include the net acquisition cost of sub-leases in the amounts of $912,000 in 1970 and $2,190,000
in 1971, nor the subsequent repayment of $1,200,000, $1,390,000 and $512,000 in 1972, 1973 and 1974,
respectively.

The management of Great Plains estimates that capital expenditures of Great Plains for the year 1974
aggregated approximately $10,800,000.

Competition and Regulation

See “Business and Properties of Cigol—Competition and Regulation” as to a general statement of
factors affecting the operations of oil and gas exploration and producing companies in Canada. For further
information, see ‘‘Business and Properties of Cigol—Marketing”’ and “Business and Properties of Cigol—
Recent Government Policy'.

Title to Oil and Gas Interests

While no examination of titles to the oil and gas properties in which Great Plains holds interests and
rights has been made for purposes of this Information Circular and Proxy Statement, Great Plains believes
that, insofar as matters of title are concerned, the manner in which these interests and rights have been
acquired by it is sound and in accordance with established methods employed by prudent petroleum and
natural gas companies in the areas concerned.
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Personnel

At September 30, 1974, Great Plains had 120 employees, none of whom was covered by a union contract.
Great Plains believes that it has satisfactory labour relations.

Background

The following table shows the high and low prices of the shares of Great Plains on The Toronto Stock
Exchange for the periods and dates indicated:

High Low
AOT0L i smugpm v o covn sriass ¢ 5096 & ety 87 $33.38 $16.00
DO, 5 5 5555 nanin - simen = s apwoiera asiess 5 sisate siesose 36.75 28.50
VTP cnwepm smv & spaos: grosss st ST S/omE VR o 36.00 28.50
1973, e 38.00 25.00
1974 (through April 24), ... .............. 30.50 26.75

After the close of the Toronto and Montreal Stock Exchanges on April 24, 1974, Burmah Oil Canada Limited,
which had owned since 1963 659 or more of the outstanding shares of Great Plains, announced its intention
to purchase all of the shares of Great Plains not held by it at that time at $40.00 per share, and pursuant to
its offer of June 7, 1974 and statutory compulsory acquisition provisions subsequently acquired all of such
shares at that price.

On August 21, 1974 Great Plains redeemed its outstanding 5%, Convertible Subordinated Debentures
in the principal amount of $30,000,000 at par plus a premium of 59%. See ‘‘Exploration and Development” as
to the sale of non-Canadian properties.

MANAGEMENT OF CIGOL
Directors

All of the present Directors of Cigol were elected at the 1974 annual meeting of shareholders to serve
until the 1975 annual meeting.

The following table sets forth as to each Director of Cigol (i) the year in which he first became a Director,
(ii) his present principal occupation, and (iii) the approximate number of Common Shares of Cigol and of
N & C of which he is, directly or indirectly, the beneficial owner:

Common Common
Shares of Shares of
Cigol N&C
Director Beneficially  Beneficially
Name Since Principal Occupation (1) Owned(2) Owned(2)
Edward G. Battle* 1969 President of N & C 23,593 1,358
Edmund C. Bovey* 1966 Chairman of the Board of N & C 2,203 16,000
C. Spencer Clark 1966 Chairman of the Board of Cascade Natural 3 6,941
Gas Corporation (gas distribution company);
Vice-Chairman of the Board of N & C
Robert B. Craddock 1966 Retired executive of N & C 100 2,649
J. Ian Crookston 1965 Chairman of the Board of Nesbitt, Thomson 1,000 —
and Company, Limited (investment dealers)
Edward A. Galvin* 1965 Chairman of the Board and President of Cigol 27,917 8,320(3)
Richey B. Love, Q.C.* 1965 Partner in the law firm of Macleod Dixon 12,200 —_
Henry S. Romaine 1973  Senior Vice-President of The Mutual Lifle 100 =

Insurance Company of New York(4)
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Common Common

Shares of Shares of
Cigol N&C
Director Beneficially  Beneficlaily
Name Since Principal Occupation (1) Owned(2) Owned(2)
Vernon Taylor 1973 Retired oil company executive 1,500 —(5)
William I. M. Turner, Jr. 1969 President and Chief Executive Officer of 200 —
Consolidated-Bathurst Limited (forest
products company)
Adam H. Zimmerman 1973 Executive Vice-President of Noranda Mines 500 —

Limited; also President of Northwood
Pulp and Timber Limited and Chairman
and Chief Executive Officer of Fraser
Companies Limited

*Member of the Executive Committee of the Board of Directors; Mr. Bovey is the chairman of the Execu-
tive Committee.

(1) Each of the Directors has been associated with the company or firm with which he is presently associated
or an affiliate thereof for at least the past five years, except that prior to June, 1971 Mr. Taylor was a
Senior Vice-President of Imperial Oil Limited and prior to December, 1970 Mr. Turner was the President
of Power Corporation of Canada Limited.

(2) The information as to shares beneficially owned contained in the table and the notes thereto, not being
within the knowledge of Cigol or N & C, has been furnished by the respective Directors individually. It does
not include shares beneficially owned by wives of Directors as follows: Mr. Bovey—100 Common Shares of
N & C: Mr. Crookston— 800 Common Shares of Cigol; Mr. Galvin— 5,000 Common Shares of Cigol; Mr. Love
—100 Common Shares of Cigol; nor does it include 100 Common Shares of Cigol beneficially owned by a son
of Mr. Turner.

(3) Mr. Galvin also beneficially owns 600 Second Preference Shares, Series B of N & C and Warrants expiring
on June 1, 1977 to purchase 375 Common Shares of N & C.

(4) The Mutual Life Insurance Company of New York is the registered holder of $3,447,000 (U.S.) aggregate
principal amount of First Mortgage and Collateral Trust Bonds of N & C and of $4,619,000 (U.S.) aggregate
principal amount of First Mortgage Sinking Fund Bonds of Cigol.

(5) Mr. Taylor also beneficially owns 100 Second Preference Shares, Series B of N & C.

The Directors and Senior Officers of Cigol as a group beneficially own, directly or indirectly, 171,603
Common Shares of Cigol and 37,892 Common Shares of N & C.

Remuneration of and Transactions with Management

The following table sets forth the remuneration paid or accrued in 1973 and 1974 by Cigol and its sub-
sidiaries to certain named Officers of Cigol and the total remuneration paid or accrued in 1973 and 1974 by
Cigol and its subsidiaries to the individuals who during 1973 or 1974, as the case may be, were Directors or
Senior Officers of Cigol:

Name of Individual or Capacities in which
Identity of Group Remuneration was Received 1973 1974*
Edward A. Galvin Chairman of the Board and President

and a Director of Cigol $104,500 $125,100
Edward G. Battle President and Executive Vice-President

and a Director of Cigol 68,617 5,050
George T. Hefter Vice-President, LPG Division of Cigol 42,750 49,250
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Name of Individual or Capacities in which

Identity of Group Remuneration was Received 1973 1974 *
Donald D. Barkwell Vice-President and Executive Vice-
President of Cigol 37,116 46,800

Other Directors and Senior Officers
in the aggregate 221,514 368,294

Total to all Directors and Senior
Officers as a group (20 persons) $474,497 $594 494

*Not included in the table are contributions made by Cigol, at the rate of 14 of the contributions of the

employee, pursuant to the Cigol Employee Savings and Investment Plan and used to purchase Cigol
Common Shares in the market. In 1973 Cigol contributed $3,000 for Mr. Galvin, $1,931 for Mr. Battle,
$1,288 for Mr. Hefter, $1,106 for Mr. Barkwell, and an aggregate of $12,565 for all Directors and Senior
Officers as a group. In 1974 Cigol contributed $3,600 for Mr. Galvin, $1,476 for Mr. Hefter, $1,398 for Mr.
Barkwell, and an aggregate of $13,824 for all Directors and Senior Officers as a group.

Mr. Galvin has agreed that, upon attaining the age of 65 or in certain circumstances upon earlier termina-
tion of active employment, he will act as a consultant to Cigol for a period of six years. In consideration
therefor Mr. Galvin will be entitled to receive consulting fees paid on a monthly basis. On the basis of the
rate of remuneration for Mr. Galvin in effect at December 31, 1974, such monthly payments would be at
the rate of $5,000.

The following table sets forth, with respect to the individuals named, and the individuals who during
1973 or 1974 were Directors or Senior Officers of Cigol, the options to purchase Common Shares of Cigol that
were granted pursuant to Cigol's Key Employee Incentive Share Option Plan during the period from January
1, 1969 to January 6, 1975, the options that were exercised during such period under such Plan and under
a prior employees’ stock option plan, the options that were outstanding at the end of such period, and the
number of Common Shares sold during such period by those of such individuals exercising options:

Aggregate
Exercise Range of Market
Number Price Market Price Aggregate Price on
of Per During Pre- Expiry Exercise Exercise
Shares Share ceding 30 Days Date Price Date
Options Granted
September 23, 1969
Mr. Battle 22,500 $ 9.50 $ 9.25-$11.00 Sept. 23,
1975
Mr. Barkwell 12,500 9.50 9.25- 11.00  Sept. 23,
1975
All Directors and Senior
Officers as a group 56,500  9.50 9.25- 11.00  Sept. 23,
1975
March 8, 1971
Mr. Galvin* 25,000 10.25 10.13- 12.38  March 8,
1977
*This option was cancelled on June 19, 1972 but reinstated on July 31, 1972,
Options Exercised
January 1, 1969 to December 31, 1972
Mr. Battle 35,000 116,667 450,625
Mr. Hefter 48,500 161,667 567,125
Mr. Barkwell 12,800 42,667 170,413
All Directors and Senior
Officers as a group 200,150 667,167 2,407,951
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Agpregate

Exercise Range of Market
Number Price Market Price Aggregate  Price on
of Per During Pre- Expiry Exercise Exercise
Shares Share ceding 30 Days Date Price Date
January 1, 1973 to January 6, 1975
All Directors and Senior 300 3.33 9.75- 11.00 1,000 3,000
Officers as a group 11,850  3.33 7.00- 8.88 39,500 96,656
Options Unexercised on January 6, 1975
Mr. Galvin 25,000 10.25*
Mr. Battle 22,500 9.50*
Mr. Barkwell 12,500  9.50*
All Directors and Senior
Officers as a group 81,500  9.73*

*Average exercise price per share.

Sales Since January 1, 1969

Mr. Battle 27,900
Mr. Hefter 23,470
Mr. Barkwell 6,500
All Directors and Senior

Officers as a group 169,010

During the period from January 1, 1969 to January 6, 1975 options to purchase Common Shares
were granted with respect to 112,000 Shares to employees of Cigol other than the above-mentioned Directors
and Senior Officers at an average exercise price per share of $9.53.

All options presently outstanding were granted under Cigol’s Key Employee Incentive Share Option Plan
at a price that was not less than 909, of the closing price for the Company’s Common Shares on The Toronto
Stock Exchange on the last business day prior to the date of grant. All outstanding options are “market growth
options”’, which means that, upon the exercise of an option, the holder receives, without payment, such number
of shares as equals the quotient obtained by dividing (a) the amount obtained by multiplying the number of
shares with respect to which the option is exercised by the difference between the market price of a Commeon
Share of Cigol on the date the option is exercised and the exercise price, by (b) the market price of a Common
Share of Cigol on the date the option is exercised. See Note 6(b) to the consolidated financial statements of
Cigol appearing elsewhere in this Information Circular and Proxy Statement.

On July 31, 1973, Cigol sold at par to a number of its Senior Officers, including Messrs. Galvin, Battle,
Hefter and Barkwell, Convertible Notes of Cigol (five to each Officer in most cases) in the aggregate principal
amount of $1,372,000, bearing interest at 14 of 1% above the prime lending rate from time to time of a
Canadian chartered bank. Each note is expressed to mature on July 31, 1979, but may become payable at an
earlier date at the option of either the holder or of Cigol. Each note is transferable and in the hands of certain
transferees may, at any time after a specified number of years (from one to five years) from the issue date of
the note, be converted into Common Shares of Cigol at a conversion price (subject to certain adjustments) of
$8.62 per share, which was the closing market price of the Common Shares of Cigol on the day preceding the
issue date. (During the 30-day period immediately preceding the issue date, the market price of the Common
Shares of Cigol ranged from $6.62 to $8.75 per share.) All of the notes are presently outstanding. The aggre-
gate principal amount of the notes sold to and held by Mr. Galvin is $216,000; in the case of Mr. Battle,
$216,000: in the case of Mr. Hefter, $155,000; and in the case of Mr. Barkwell $104,000.

See “Management of N & C— Remuneration of and Transactions with Management” for information as
to options held by Messrs. Battle, Bovey, Clark and Galvin to purchase Common Shares of N & C.

The following table sets forth with respect to the individuals named the annual pension benefits esti-
mated to be payable in the event of their retirement upon reaching age 65 on the assumption that their
remuneration will continue until such age at the rates in effect at December 31, 1974:
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Years of Service of Annual Pension

Name of Individual Individual at Age 65 Benefits
Mr. Galvin 22 $25,622
Mr. Battle * $ 5,631
Mr. Hefter 28 $22,564
Mr. Barkwell 38 $23,028

*Effective January 1, 1974 Mr, Battle resigned as President of Cigol and became President and Chief Oper-
ating Officer of N & C after nine years participation in the Cigol pension plan. The figure for Mr. Battle
represents his pension receivable under the plan at age 65.

The cost to Cigol and its subsidiaries during 1973 of all pension benefits proposed to be paid or being paid to
persons who during 1973 were Directors or Senior Officers of Cigol was $15,625. The cost to Cigol and its
subsidiaries during 1974 of all pension benefits proposed to be paid or being paid to persons who during 1974
were Directors or Senior Officers of Cigol was $18,400,

The firm of Macleod Dixon, of which Richey B. Love, Q.C. (a Director of Cigol) is a partner, received
$60,000 and $85,000 as fees for legal services rendered to Cigol, N & C and their subsidiaries during 1973
and during the first nine months of 1974, respectively.

Transactions between Cigol and N & C

In December, 1972, Cigol borrowed $6,000,000 from N & C and used the funds to reduce bank indebted-
ness bearing a higher interest rate. The loans, which were due on demand with interest which varied from
574% to 7149, were repaid in September, 1973.

N & C supplies certain management services to Cigol pursuant to an agreement between the two com-
panies. Under the terms of the agreement Cigol and N & C determine in December of each year the fee
payable to N & C in consideration of the services rendered during the year. The fee paid for the vear ended
December 31, 1973 was $120,000.

Cigol manages the Canadian drilling and exploration program of N & C's subsidiary Greater Winnipeg
pursuant to an exploration service agreement at an annual fee equal to 159, of the annual expenses incurred
by the program. For the year ended December 31, 1973, Cigol's fee was $36,395.

DESCRIPTION OF SHARE CAPITAL OF NORCEN
General

Following the proposed reorganization, the authorized capital of Norcen will consist of 1,300,000 First
Preference Shares with a par value of $25.00 each issuable in series, 4,000,000 Junior Preference Shares with a
par value of $25.00 each issuable in series, and 50,000,000 Common Shares without par value. On the basis of
the shares of N & C and Cigol outstanding on January 6, 1975, following the reorganization 7,203 of the
First Preference Shares of Norcen will be outstanding as $1.06 Cumulative Redeemable First Preference
Shares, Series A (‘‘First Preference Shares, Series A"’), 1,245,117 of the First Preference Shares will be out-
standing as $1.50 Cumulative Redeemable Convertible First Preference Shares, Series B (‘'First Preference
Shares, Series B""), 1,500,000 of the Junior Preference Shares will be outstanding as $1.50 Cumulative
Redeemable Convertible Junior Preference Shares, First Series (“‘Junior Preference Shares, First Series’),
and 19,392,511 Common Shares will be outstanding,

The provisions to be attached to the First Preference Shares, Series A, the First Preference Shares, Series
B and the Junior Preference Shares, First Series of Norcen will be substantially the same as the provisions
attaching to the $1.06 Cumulative Redeemable Second Preference Shares, Series A, the $1.50 Cumulative
Redeemable Convertible Second Preference Shares, Series B, and the $1.50 Cumulative Redeemable Conver-
tible Junior Preference Shares, First Series, respectively, of N & C.

The provisions applicable to the Common Shares of Norcen will be substantially the same as the provi-
sions applicable to the Common Shares of N & C (except that there will be only two rather than three
classes of Preference Shares) and to the Common Shares of Cigol (except for the preferences attaching to
the two classes of Preference Shares). See “‘Description of the Reorganization—Rights of Norcen Share-
holders as to differences in applicable law affecting the Common Shares of N & C.
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The following is a summary of the principal provisions to be attached to the various classes and series
of shares of Norcen but is subject to the actual terms of such provisions, which are contained in the amalga-
mation agreement between Cigol and Newco appearing as Schedule C to this Information Circular and
Proxy Statement.

First Preference Shares

The First Preference Shares of Norcen to be outstanding following the reorganization will have attached
thereto provisions to the following effect:

(i) The holders of the First Preference Shares, Series A and of the First Preference Shares, Series B
will be entitled to receive fixed cumulative cash dividends, as and when declared by the Board of
Directors of Norcen, in priority to any dividend on the Junior Preference Shares and the Common
Shares of Norcen, at the rate of $1.06 per share per annum in the case of the First Preference Shares,
Series A and $1.50 per share per annum in the case of First Preference Shares, Series B but shall not
be otherwise entitled to receive any dividends.

(ii) The holders of the First Preference Shares will be entitled to one vote for each share held at all
annual and special meetings of shareholders of Norcen, and will not have cumulative voting rights.

(iii) Subject to the availability for this purpose of “‘consolidated earned surplus’ (as defined) of Norcen
and subject to certain other conditions, Norcen will be required in each calendar year commencing
in 1975 to apply the sum of $195,000 in the case of the First Preference Shares, Series A, and the
sum of $825,000 in the case of the First Preference Shares, Series B, to the purchase of First Pref-
erence Shares, Series A and First Preference Shares, Series B in the open market, if available at a
price not exceeding $25.00 plus costs of purchase.

(iv) Subject to (viii) below, Norcen may redeem the First Preference Shares, Series A in whole or in part
on not less than 30 days’ notice at a redemption price of $27.50 plus any accrued and unpaid divi-
dends. Subject to (viii) below, Norcen may after August 14, 1976 redeem the First Preference Shares,
Series B in whole or in part on not less than 30 days' notice at a redemption price of $26.50 plus
any accrued and unpaid dividends.

(v) Subject to (viii) below, Norcen may purchase for cancellation all or any part of the First Preference
Shares, Series A, at a price per share not exceeding $27.50, or all or any part of the First Preference
Shares, Series B at a price per share not exceeding $26.50, plus in either case costs of purchase and
any accrued and unpaid dividends.

(vi) The First Preference Shares, Series B will be convertible up to August 15, 1977 or, in the case of
shares called for redemption, up to the last business day prior to the date fixed for redemption,
whichever is earlier, into Common Shares of Norcen at the rate (subject to certain adjustments) of
9 Common Shares for every 5 Series B Shares so converted. Non-voting and non-dividend-bearing
scrip certificates will be issued upon such conversion in respect of fractional interests, and the
Common Shares of Norcen underlying such scrip certificates will be sold after two years from the
date of issue of the scrip certificates, with the proceeds of sale and any accumulated dividends
being held in trust for the holders of the scrip certificates.

(vii) In the event of the dissolution of Norcen, the holders of the First Preference Shares, Series A will be
entitled to receive $27.50 per share, and the holders of the First Preference Shares, Series B will be
entitled to receive $26.50 per share, plus in either case any accrued and unpaid dividends, before any
distribution is made to the holders of the Junior Preference Shares or of the Common Shares, but
shall not be otherwise entitled to any distribution on dissolution.

(viii) Norcen may not redeem or purchase less than all of the First Preference Shares unless all dividends
that have accrued on the First Preference Shares have been paid or provided for.

(ix) Without authorization of the holders of the First Preference Shares, Series A and of the First
Preference Shares, Series B, Norcen may not (with certain exceptions) redeem or purchase any Junior
Preference Shares or Common Shares unless all dividends that have accrued on the First Preference
Shares have been paid or provided for, or if, after giving effect thereto, the aggregate amount of
capital paid up on the Junior Preference Shares and Common Shares plus the “consolidated earned
surplus” (as defined) of Norcen would be less than the aggregate par value of all First Preference
Shares then outstanding.
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(x)

(xi)

No class of shares may be created ranking in priority to or on a parity with the First Preference
Shares, nor may the authorized amount of First Preference Shares be increased, without the
authorization of the holders of the First Preference Shares, Series A and of the First Preference
Shares, Series B. Without the authorization of the holders of the First Preference Shares, Series A
and of the First Preference Shares, Series B, no additional First Preference Shares may be issued
unless “‘consolidated net earnings” (as defined) of Norcen (or N & C with respect to the period prior
to the reorganization) for any period of 12 consecutive months out of the 18 months immediately
preceding the issue of the additional shares shall be at least 214 times the maximum annual dividend
requirements on the First Preference Shares to be outstanding immediately following such issue.

Any of the provisions attaching to the First Preference Shares, Series A, and the provisions attaching
to the First Preference Shares, Series B, may be amended with the authorization of the holders of
the particular series in addition to a “special resolution’ of the shareholders of all classes of voting
shares of Norcen confirmed by an order of the Supreme Court of Alberta.

(xii) Any authorization required to be given by the holders of the First Preference Shares, Series A,

or the First Preference Shares, Series B, may be given by the written consent of all of the holders
of the particular series or by at least 759, of the votes cast at a meeting of such holders.

Junior Preference Shares

The Junior Preference Shares of Norcen to be outstanding following the reorganization will have
attached thereto provisions to the following effect:

(@)

(ii)

(i)

(iv)

(v)

(vi)

The Junior Preference Shares, First Series will rank junior to the First Preference Shares of Norcen in
every respect, including payment of dividends and the distribution of assets in the event of dis-
solution of Norcen.

The holders of the Junior Preference Shares, First Series will be entitled to receive fixed cumulative
cash dividends, as and when declared by the Board of Directors of Norcen, in priority to any divi-
dend on the Common Shares of Norcen, at the rate of $1.50 per share per annum, but shall not be
otherwise entitled to receive any dividends.

The holders of the Junior Preference Shares, First Series will be entitled to one vote for each share
held at all annual and special meetings of shareholders of Norcen, and will not have cumulative
voting rights.

The Junior Preference Shares, First Series will not be redeemable by Norcen prior to June 30, 1973,
In addition, they will not be redeemable prior to June 30, 1977 unless the Common Shares of Norcen
have traded during the period of 20 trading days ending on the fifth trading day preceding the date
on which notice of the redemption is given at a weighted average price of not less than 1259 of the
price at which the Junior Preference Shares, First Series are then convertible into Common Shares
of Norcen. Subject to the foregoing and to (viii) below, the Junior Preference Shares, First Series
will be redeemable on or after June 30, 1975 in whole or in part on not less than 30 days' notice at
a redemption price of $26.25 per share if redeemed on or before June 30, 1982, $26.00 per share if
redeemed thereafter and on or before June 30, 1984, $25.75 per share if redeemed thereafter and
on or before June 30, 1986, $25.50 per share if redeemed thereafter and on or before June 30, 1988,
and $25.25 per share if redeemed thereafter, in each case together with any accrued and unpaid
dividends.

Subject to (viii) below, Norcen may purchase for cancellation all or any part of the Junior Preference
Shares, First Series at a price per share not exceeding $26.30 plus costs of purchase and any accrued
and unpaid dividends.

The Junior Preference Shares, First Series will be convertible up to June 30, 1982 or, in the case of
shares called for redemption, up to the tenth day prior to the date fixed for redemption, whichever is
earlier, into Common Shares of Norcen at a conversion price (subject to certain adjustments) of
$14.50 per Common Share (approximately 1.72 Common Shares for each Junior Preference Share,
First Series) if on or prior to June 30, 1977, and if thereafter at a conversion price (subject to certain
adjustments) of $16.00 per Common Share (approximately 1.56 Common Shares for each Junior
Preference Shares, First Series). Non-voting and non-dividend-bearing scrip certificates will be
issued upon such conversion in respect of fractional interests, and the Common Shares of Norcen
underlying such scrip certificates will be sold after two years from the date of issue of the scrip
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certificates, with the proceeds of sale and any accumulated dividends being held in trust for the
holders of the scrip certificates.

(vii) In the event of the dissolution of Norcen, the holders of the Junior Preference Shares, First Series
shall be entitled to receive, before any distribution is made to the holders of the Common Shares,
$25.00 per share plus any accrued and unpaid dividends and, if such dissolution is voluntary, a
premium of $1.25 per share if the dissolution commences prior to June 30, 1977, or, if the dissolution
commences on or after such date, a premium equal to the premium payable on redemption.

(viii) Norcen may not redeem or purchase less than all of the Junior Preference Shares unless all dividends
that have accrued on the Junior Preference Shares have been paid or provided for.

(ix) No class of shares may be created or issued ranking in priority to or on a parity with the Junior
Preference Shares, First Series (other than First Preference Shares and other than subsequent series
of Junior Preference Shares), nor may the authorized amount of Junior Preference Shares be in-
creased, without the authorization of the holders of the Junior Preference Shares.

(x) Any of the provisions attaching to the Junior Preference Shares, First Series may be amended with
the authorization of the holders of such series in addition to a “‘special resolution’ of the shareholders
of all classes of voting shares of Norcen confirmed by an order of the Supreme Court of Alberta.

(xi) Any authorization required to be given by the holders of the Junior Preference Shares or of the
Junior Preference Shares, First Series may be given by the written consent of the holders of 75%,
of the outstanding shares of such class or series, as the case may be, or by at least 759, of the votes
cast at a meeting of the particular holders.

Common Shares
Under The Companies Act of Alberta, the following provisions will be applicable to the Common
Shares of Norcen to be outstanding following the reorganization:

(i) The holders of the Common Shares of Norcen will be entitled to one vote for each Common Share
held at all annual and special meetings of shareholders of Norcen, and will not have cumulative
voting rights.

(i) In the event of the dissolution of Norcen, the holders of the Common Shares will be entitled,
subject to the rights on dissolution of the holders of the First and Junior Preference Shares referred
to above, and to the rights of the holders of any other shares created in the future ranking in
priority on dissolution to the Common Shares, to receive on a pro rata basis all of the assets of
Norcen remaining after the payment of all of its liabilities.

Transfer Agents and Registrars
The transfer agent and registrar for the First Preference Shares, Series A of Norcen will be National
Trust Company, Limited at its principal offices in Toronto, Montreal, Calgary and Vancouver.

The transfer agent and registrar for the First Preference Shares, Series B of Norcen will be National
Trust Company, Limited at its principal offices in Toronto, Montreal, Winnipeg, Calgary and Vancouver.

The transfer agent for the Junior Preference Shares, First Series of Norcen will be National Trust
Company, Limited at its principal offices in Toronto, Montreal, Winnipeg, Calgary and Vancouver, and at
the principal office of Canada Permanent Trust Company in Regina. The registrar for the Junior Preference
Shares, First Series will be Montreal Trust Company at its principal offices in Toronto, Montreal, Winnipeg,
Regina, Calgary and Vancouver.

The transfer agents for the Common Shares of Norcen will be National Trust Company, Limited at
its principal offices in Toronto, Montreal, Winnipeg, Calgary and Vancouver, and at the principal office of
Canada Permanent Trust Company in Regina, and Chemical Bank at its principal office in New York. The
registrars for the Common Shares of Norcen will be Montreal Trust Company at its principal offices in
Toronto, Montreal, Winnipeg, Regina, Calgary and Vancouver, and Morgan Guaranty Trust Company of
New York at its principal office in New York.

Canadian and British Insurance Companies Act
In the opinion of counsel, the First Preference Shares, the Junior Preference Shares and the Common
Shares of Norcen will be investments in which the Canadian and British Insurance Companies Act of Canada
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states that a company registered under Part III of such Act may invest its funds without availing itself for
that purpose of the provisions of subsection (4) of Section 63 of the Act.

PROPOSED INCENTIVE STOCK OPTION PLAN OF NORCEN

It is expected that the Board of Directors of Norcen will establish an Incentive Stock Option Plan
in the form annexed hereto as Schedule D. Such Plan will provide for the granting of non-transferable options,
for a period not in excess of five years (subject to earlier termination in the event of death or cessation of em-
ployment), to officers and other full-time employees of Norcen and its subsidiaries to acquire Common
Shares of Norcen on the basis of a price that is not less than 909, of the fair market value of such shares.
Fair market value will be deemed to be the mid-point between the highest and lowest prices at which the
Common Shares of Norcen are traded on The Toronto Stock Exchange on the day prior to the date of grant.

Such Plan is expected to provide for the granting of options in respect of a maximum of 650,000 shares
of Norcen. See “Description of the Reorganization—Employees’ Stock Options™ as to options to be granted
to persons holding N & C options.

On the issuance of Norcen stock options no amount will be required to be included in computing the
income of the recipient of the option for Canadian income tax purposes. If the holder exercises his option
he will be required to include, in computing his income for Canadian income tax purposes, the difference
between the value of the shares he received by virtue of exercising his option and the cost to him of acquir-
ing the shares. Norcen is not entitled to deduct any amount as a result of the issuance of options.

EXPERTS

The consolidated financial statements of N & C, Cigol and Great Plains included in this Information
Circular and Proxy Statement, except as they relate to the unaudited nine-month periods ended September
30, 1973 and September 30, 1974 and except for the unaudited pro-forma condensed financial statements,
have been examined by Riddell, Stead & Co., independent chartered accountants, for the periods indicated
and to the extent set forth in their reports included therewith. Such consolidated financial statements have
been included herein in reliance upon such reports and upon the authority of such firm as an expert in ac-
counting and auditing.

The reference herein to reports prepared by John T. Boyd Company, mining and geological engineers,
as to Coleman's coal reserves has been included herein in reliance upon the authority of such firm as an
expert in the evaluation of coal reserves.

The reference herein to a report prepared by McDaniel Consultants (1965) Ltd., oil and gas reservoir
evaluators, as to Cigol’'s reserves of crude oil, natural gas and natural gas liquids has been included herein
in reliance upon the authority of such firm as an expert in the evaluation of oil and gas reserves.

The reference herein to a report prepared by DeGolyer and MacNaughton, an oil and gas consulting
firm, as to Great Plains’ reserves of crude oil, natural gas and natural gas liquids has been included herein
in reliance upon the authority of such firm as an expert in the evaluation of oil and gas reserves.

LEGAL OPINIONS
The legality of the securities of Norcen to be issued and outstanding as a result of the reorganization

will be passed upon by Macleod Dixon, 555 Bentall Building, 444 - 7th Avenue S.W., Calgary, Alberta,
T2P 0Y1. Canadian tax matters affecting N & C shareholders will be passed upon by Osler, Hoskin &
Harcourt, 4 King Street West, Toronto, Ontario, M3H 1B9, and Canadian tax matters affecting Cigol
shareholders will be passed upon by Macleod Dixon. United States tax matters affecting both N & C and Cigol
shareholders will be passed upon by Cravath, Swaine & Moore, One Chase Manhattan Plaza, New York,
New York 10005.

ADDITIONAL INFORMATION

A Registration Statement under the United States Securities Act of 1933 has been filed with the Securities
and Exchange Commission, Washington, 1J.C., U.S.A., with respect to shares of Norcen described in this
Information Circular and Proxy Statement. For further information with respect to Norcen and the shares
to be issued by Norcen, reference is made to such Registration Statement and to the exhibits listed in the
Registration Statement. Prior to the shareholders’ meetings the Registration Statement and the exhibits listed
therein will be available for inspection during normal business hours at the head office of N & C at 4600
Toronto-Dominion Centre, Toronto, Ontario, and at the registered office of Cigol at 640 - 8th Avenue S.W.,
Calgary, Alberta.

98



INDEX TO FINANCIAL STATEMENTS

Page
NORCEN ENERGY RESOURCES LIMITED e

Unaudited Pro-Forma Condensed Balance Sheet as at September 30, 1974 giving effect
to the reorganization and the dcquisition of Great Plains., ..o vu i svsaisinios in vasiiaisisiie s 618 i 83 5m s nisne e s sreiare 38

Unaudited Pro-Forma Condensed Statement of Income for the year ended December 31, 1973
and the nine months ended September 30, 1973 and 1974 giving effect to the
reorganization and the acquisition of Great Plains........... ... .. ittt i e 40

Unaudited Pro-Forma Condensed Balance Sheet as at September 30, 1974

giving effect to the reorganization but excluding the acquisition of Great Plains............ ... ... ... ... ... ... ....... 42
Unaudited Pro-Forma Condensed Statement of Income for the five years ended December 31, 1973 and the nine months

ended September 30, 1973 and 1974 giving effect to the reorganization but excluding the acquisition of Great Plains. ... .. 43
NORTHERN AND CENTRAL GAS CORPORATION LIMITED
Unaudited Pro-Forma Condensed Balance Sheet as at September 30, 1974

giving effect to the acquisition of 1009, of Great Plains before the reorganization...............ooiveieiiuesennnnennns 45
Unaudited Pro-Forma Condensed Statement of Income for the year ended December 31, 1973 and the nine months

ended September 30, 1973 and 1974 giving effect to the acquisition of 100 of Great Plains before the reorganization.... 47
Opinion of Independent Chartered ACCOUNTANES. ... ...\t ittt ettt e et e ettt e et r e e e et e e e e e 100
Consolidated Balance Sheet as at December 31, 1973 (audited)

and.as a4t September;30, 1974 (audited), rov i ainmsine e cese s mninie i s s e R e T S msase mimshshan e sig 101
Consolidated Statement of Income for the five years ended December 31, 1973 (audited)

and for the nine months ended September 30, 1973 and 1974 (unaudited). ... .......c..tutr oo 25
Notes to Conselidated Statement of IRCOMIE: o civ i a0 v 50/t s 010 113,33 inie msiia, lorste 818 T8 n.s srrr 8 asnsmmin aba 418 sre .8 wreie aisin.aioms 26
Consolidated Statments of Retained Earnings and Contributed Surplus for the three years ended

December 31, 1973 (audited) and for the nine months ended September 30, 1974 (unaudited).......................... 103
Consolidated Statement of Changes in Financial Position for the three years ended

December 31, 1973 (audited) and the nine months ended September 30, 1974 (unaudited)..................cvvurunn.. 104
Notes to: Consolidated Fifiancial StAteINets: . ook vnias aravaamse s v b s s ol sl s i 57 S oeias 105
CANADIAN INDUSTRIAL GAS & OIL LTD.
Unaudited Pro-Forma Condensed Balance Sheet as at September 30, 1974

giving effect to the acquisition of 100% of Great Plains before the reorganization. ...................ciiiieviiiin... 49
Unaudited Pro-Forma Condensed Statement of Income for the year ended December 31, 1973 and the nine months

ended September 30, 1973 and 1974 giving effect to the acquisition of 100% of Great Plains before the reorganization.... 51
Opinion of Independent Chartered ACCOUMTATIES. .. ... ..\ttt et et ettt e e e e e e et e e e e et e e e e et e 114
Consolidated Balance Sheet as at December 31, 1973 (audited)

and asiat:Septetnber’30 1974 (unandited) s o srln i det s e e e A S e e B s o 115
Consolidated Statement of Income for the five years ended December 31, 1973 (audited)

and the nine months ended September 30, 1973 and 1974 (unaudited). .. ...... ... iiuertiir e 30
Notes:to' Conolidated ‘Statement of TNCOME v« b casiniin S35 54 awsisinsas 55 S asshuein i v U (ra s s 28 vo & 31
Consolidated Statements of Retained Earnings and Contributed Surplus for the three years ended

December 31, 1973 (audited) and the nine months ended September 30, 1974 (unaudited)...................c0ovvoo..... 116
Consolidated Statement of Changes in Financial Position for the three years ended

December 31, 1973 (audited) and the nine months ended September 30, 1974 (unaudited)............ovovuevnrnnennnn. 117
Motesito:Consolidated Einantial i Statermenmta, «us o s st m i ersrs s o siiatios aTersiaseral ats ol aesase s oodeda] st | Red Tob e susgena s s o e 118
GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.
Opinicniof Independent Chartersd ACCOMNLANTE; i i 550 50 S5 st i sl p e a o o i L e TaTE v o0 (e 125
Consolidated Balance Sheet as at December 31, 1973 (audited)

and as at September 30, 1974 (Unaudited). .. ... ... ...ttt e e et 126
Consolidated Statement of Income for the five years ended December 31, 1973 (audited)

and the nine months ended September 30, 1973 and 1974 (unaudited) ..........conuteirrreenreannre e 34
Notes to Consolidated Statement of INCOME. ... . .. ... it e et e e e e e e e e 35
Consolidated Statements of Retained Earnings and Contributed Surplus for the three years

ended December 31, 1973 (audited) and the nine months ended September 30, 1974 (unaudited)....................... 127
Consolidated Statement of Changes in Financial Position for the three years ended

December 31, 1973 (audited) and the nine months ended September 30, 1974 (unaudited)...........covvvieeenina.., 128
Notes:to|Consolidated Financtal STATEIIETER: ciinief s 550 aas s iin s s i e e S v s atats s oty s o SsOTaTHa v asss s i35 & 129



OPINION OF INDEPENDENT CHARTERED ACCOUNTANTS

To The Directors of
NORTHERN AND CENTRAL GAs CORPORATION LIMITED

We have examined the consolidated balance sheet of Northern and Central Gas Corporation Limited
and its subsidiaries as at December 31, 1973 and the consolidated statement of income for the five years
then ended and the consolidated statements of retained earnings, contributed surplus, and changes in
financial position for the three years then ended. Our examination included a general review of the accounting
procedures and such tests of the accounting records and other supporting evidence as we considered necessary
in the circumstances.

We have previously reported on the consolidated financial statements for the year ended December 31,
1973 on February 8, 1974. Our opinion then was qualified because of uncertainties as to the recovery of the
company's investment in Coleman Collieries Limited. Since issuing our report the operations of Coleman
have improved which, together with other factors, has enabled us to withdraw our qualification and issue
the opinion in the succeeding paragraph.

In our opinion, these consolidated financial statements present fairly the financial position of the
companies as at December 31, 1973 and the results of their operations and the changes in their financial posi-
tion for the years indicated, in accordance with generally accepted accounting principles applied on a con-
sistent basis, after giving retroactive effect to the changes, with which we concur, in accounting for income
taxes as explained in Note 8 and in accounting for coal operations as explained in Note 2.

Toronto, Ontario, Canada

February 8, 1974 except as to the middle

paragraph hereof and the information

contained in Notes 2 and 8 as to RippELL, STEAD & Co.
which the date is November 1, 1974 Chartered Accountants
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NORTHERN AND CENTRAL GAS CORPORATION LIMITED

CONSOLIDATED BALANCE SHEET
(in thousands of Canadian dollars)

ASSETS
December 31, September 30,
1973 1974
(Restated— (unaudited)
Note 2)
CURRENT ASSETS
B, s s s et e i T el e AT 1 B TS T e S 0 el $ 2,746 $ 2,800
Short-term interest bearing deposits. . ......ccviiiiiiiesinnennnnnsnsaas 9,697 12,425
Accoiints pEEBIVADLE : « cuvmsvs samis v e 5 Sviv siviin STais ees & S W e 36,206 32,710
Tnhbilled piis, at Bellify PICE . as sms 5w o ssin s sein= s Gime sEmie wimme j 5,295 1,985
Inventories at the lower of cost and replacement cost................... 10,015 14,268
Prepayments, advances and deposits.....c.veieevas cnnsonanasnncnenens 2,410 3,430
66,369 67,708
INVESTMENTS (IO A omicie vt o mviin sibiniacs siaie . simios ainbeis’ ssoinm o wsin s sisfms nbims o 32,528 31,946
PRrOPERTY, PLANT AND EQUIPMENT (Note 5). ....ovriniiiiniieiennnns 680,347 723,213
Accumulated depreciation and depletion............ .. ..., 155,579 169,013
524,768 554,199
DEerFERRED CHARGES, at amortized cost (Note 6)........................ 16,547 16,423
INTANGIBLE ASSETS ARISING FROM ACQUISITIONS,
at:amortized oSt INBEE X .o i wwrls e siwu o srsiers et exiioninis -awredi saes s 35,820 35,820
Signed on behalf of the Board
E. C. Bovey, Director
E. G. BATTLE, Director
$676,032 $706,096

The accompanying notes are an integral part of these financial statements.
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NORTHERN AND CENTRAL GAS CORPORATION LIMITED

CONSOLIDATED BALANCE SHEET

(in thousands of Canadian dollars)

LIABILITIES

CURRENT L1ABILITIES (excluding demand bank loans)
Commercial paper and unsecured income debentures (Note 7)...........
Bank loans of subsidiaries (Note 7). . ... . it
ACEOUNts DAVADIE: mu s mon s omn o 2o § 00T Lies LN 055 § Sth seeN dias
Aceried INTETER . curvaning BauE S St TR 5 v e i SEVE saiee B

DeEMaND BANK Loans (due within one year but intended to be refinanced or
repaid in monthly instalments) (Note 7). .............coiiiiiiiiiinn

LoNG-TERM DEBT [INOLE Dicn ¢ cunis v wainis iwrsss ssnin sigieg sisvars ¥ asithe & dfa s ot
MINORITY INTERESTS IN SUBSIDIARIES (Note 1). . ... ... .. ..o,
DEFERRED INCOME TAXES (Note 8). ... ..o

SHAREHOLDERS’ EQUITY
CariTAL Stock (Note 11)
Authorized

562,767 First Preference Shares $50 each
par value, issuable in series

1,635,799 Second Preference Shares $25 each
par value, issuable in series

4,000,000 Junior Preference Shares $25 each
par value, issuable in series

30,445,160 Common Shares without par value
Issued
First Preference Shares
128,341 $2.60 Cumulative First Series. . . ......................
34,218 $2.70 Cumulative Second Series...............c.cccnvnn..
Second Preference Shares
7,357 $1.06 Cumulative Series A . . . ...
1,265,217 $1.50 Cumulative Convertible Series B. . . ..............
Junior Preference Shares
1,500,000 $1.50 Cumulative Convertible First Series...............
Common Shares
V320,227 o ey v sniore sansin ot = wrsns & awtes St SIRGRE W Sate 6 eoaTe datels S0
RETAINED EARNINGS (Note 12). ... et it

December 31, September 30,
1973 1974
(Restated— (unaudited)

Note 2)
$ 2,000 $ 15,650
6,033 1,827
30,569 34,019
6,299 6,894
1,017 2,075
9,947 10,987
1,140 1,613
57,005 73,065
29,684 35,996
318,952 311,341
55,763 58,719
33,865 39,321
6,422 6,417
1,716 1,711
200 184
31,833 31,630
37,500 37,500
78,926 78,957
24,166 31,255
180,763 187,654
$676,032 $§706,096

The accompanying notes are an integral part of these financial statements.
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NORTHERN AND CENTRAL GAS CORPORATION LIMITED

CONSOLIDATED STATEMENT OF RETAINED EARNINGS
(in thousands of Canadian dollars)

Year Ended December 31,

Nine Months
Ended

September 30,
1971 1972 1973 1974
(unaudited)
BALANCE AT BEGINNING OF PERIOD
As previotsly 1EpOrted. . uvesns s slamieies wane 256 $ 25484  $30,780 836,622 $43,771
Adjustments resulting from retroactive adoption of tax
AlloC Ao ACCOUNEIE o o veme wsiors s sy s s (10,933) (13,254) (15,864) (19,306)
Adjustment in production costs in coal operations. ... .. - — (299) (299)
T a1 e i B R A e T B B ST AT s iy o (393) (393) (125) —
An-restated (NOtR 2] o st s s noaimemeais e ol o s o 14,158 17,133 20,334 24,166
Add
INCE BODIE w0 wrces vistieiori dhnymia sass/iin oo swalass 61y ils e 409 13,537 14,866 16,557 16,660
27,695 31,999 36,891 40,826
Less
Dividends on Preference Shares
First Preference
~=Pirst Series—82.60. . ¢ coramume seessa dwi s e v 365 348 334 250
—Second Series—$2:T00 o s v vwen svss viees v iaew e 101 96 94 69
Second Preference
=S 08 X =BT 06 i atrepd vele s Sda Rewakammseis 3lafass 195 11 9 6
—Series B—81.50. .. ...iiiiiii it i 1,968 1,968 1,948 1,431
Junior Breference==$1.50. .. smwsensnin s vasms s — 1,181 2,250 1,688
Dividends on Common Shares ($.60 per share annually). . 7,914 8,046 8,048 6,038
SHArR ACGUISTEION CBEE. e dheite s i sibind S1¥ie Sraissib oo 19 15 F| 5
(BT o1 ) o S T O UL GO =l A R — — 35 84
10,562 11,665 12,725 DT
BALANCE AT ENDOF PERIOD, ... ...ovi i i, $ 17,133  $20,33¢  $24,166 $31,255
CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS
(in thousands of Canadian dollars)
Nine Months
Year Ended December 31, Sepil;fggr 30,
1971 1972 1973 1974
(unaudited)
BALANCE AT BEGINNING OF PERIOD.......0o0ovvivnvvnn. . § 3,301 $1,909 $ 573 ==
Adjustment of investment in subsidiaries resulting from
issue of additional common shares. ... ................ 1,389 71 137 —
Share capital 18818 EXPENBES...cu coms v v ceies sces Sl & o 63 1,265 436 _
1,452 1,336 573 Py
BALANCE At ERDOF PERIOD .i0 osm waiie sains o wmiioe s oo $ 1,909 § 573 £ — ey

The accompanying notes are an intregral part of these financial statements.
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NORTHERN AND GENTRAL GAS CORPORATION LIMITED
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

(in thousands of Canadian dollars)

Nine Months
Year Ended December 31, Septlzl::l?edr 30
1971 1972 1973 1974

(Restated— (Restated— (Restated— (unaudited)
Note 2) Note 2) Note 2)
Funps DERIVED FROM

Operations
Income before extraordinary items.................... $ 13,537 § 14,866 § 16,557 $ 16,936
Charges not requiring funds
Depreciation and depletion. ................... ... .. 18,018 20,010 23,181 18,838
Minority interests. . ........c..eiieen ... 3,742 4,172 5,843 6,132
Deferred income taXes: oo oo siams v o5 v 6 55 mvnee s 4,085 4,650 6,042 8,013
Other charges. ... ... . 2,319 2,287 2,730 2,348
Funds provided from operations................. 41,701 45,985 54,353 52,267
Issue of long-termdebt........ ... ... ... ... .. ... .. .. 55;251 31,935 5,010 -
Issue of Common Shares forcash..................... .. 33 34 20 31
Issue of Preference Sharesforcash..................... — 37,500 -~ —
[ncrease (decrease) in bank loans....................... 250  (10,263) 17,706 6,312
97,235 105,191 77,089 58,610
Fuxps APPLIED TO
Additions to property, plant and equipment.............. 61,108 49,229 43,578 48,269
Decrease (Increase) in minority interests. ............... (1,679) 865 1,117 2,508
Retirement of long-term debt. ... ... ................ ... 11,088 12,277 11,445 7,611
Dividends on Common Shares.......................... 7,914 8,046 8,048 6,038
Dividends on Preference Shares...................... .. 2,629 3,604 4,635 3,444
Redemption of Preference Shares. . i S5 R I e 4 687 6006 935 229
Fmancmg expenses and other deferred charges ........... 3,662 4,988 2,072 2,224
Increase in other investments. ... ...................... 2,398 2,239 2,479 2,918
Additional investment in subsidiaries—net........... ... 15,084 24 1,329 5
GEIEE OB —TIE « sumis 08 § 9508 2 50 5 F0I00 Dibns o shose w szasn . s (116) 203 259 85
102,775 82,141 75,897 73,331
INCREASE (DECREASE) IN WORKING CAPITAL............. §(5,540) §23,050 § 1,192 $(14,721)

CONSOLIDATED SCHEDULE OF CHANGES IN WORKING CAPITAL

(in thousands of Canadian dollars) Nine Months

Year Ended December 31, Sepa[tlgggr 30,
1971 1972 1973 1974
(unaudited)
INCREASE (DECREASE) IN CURRENT ASSETS
Cash anid! shiort-Ceri deposits: o pows me 5 5 mos 5 2ras 24 $(2,825) § 3,248 § 958 $ 2,872
Accountsreceivable........ ... .. ... .. ... ... ... 1,034 3,903 6,188 (3,4906)
Unbilled gas.. ... o 100 396 (33) (3,310)
TOVETEOTION o i waivie v 55 © 0908 A0 # smse b sovas o svsnsie o sise o e 1,113 3,017 (1,693) 4,253
Prepayments, advances and deposits. .. .............. (276) (396) 200 1,020
(854) 10,168 5,620 1,339
DECREASE (INCREASE) 1IN CURRENT LIABILITIES
Commercial paper and unsecured income debentures. . . 3,225 18,330 (2,000)  $(13,650)
Bank loans of subsidiaries. ......... ... ... ... ..... — (792) 220 4,206
Accounts payable and accrued interest... ... ........ .. (7,049) (2,181) (3,600) (4,045)
Incomieand Other ta%es, cor g s & 5 o & 5080 8 5.0 Fithe » sime (344) (642) 1,143 (1,058)
Current maturities on long-term debt................. (591) (1,808) (195) (1,040)
Other... .. e 73 (45) 4 (473)
(4,686) 12,882 (4,428) (16,060)
[NCREASE (DECREASE) IN WORKING CAPITAL............. $ (5,540) $123,050 8 1,192 $(14,721)

The accompanying notes are an integral part of these financial statements,
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NORTHERN AND CENTRAL GAS CORPORATION LIMITED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(tabular amounts shown in thousands of Canadian dollars)

(Information as at September 30, 1974 and for the nine-month period ended September 30, 1974 is unaudited.)

I;
(a)

(b)

(c)

2.
(a)

(b)

3.

PrincIPLES OF CONSOLIDATION

Subsidiaries
The consolidated financial statements include the accounts of N & C and all its subsidiaries; all inter-
company transactions have been eliminated.

Business Combinations

The acquisition of gas utility subsidiaries by N & C for cash consideration in excess of underlying
book values at dates of acquisition (all of which were acquired prior to January 1, 1969), has given rise
to Intangible Assets arising from Acquisitions. In 1969 N & C discontinued amortization related to these
acquisitions since, in the opinion of management, no diminution in value has occurred.

Combinations resulting from share exchange offers (Cigol and Greater Winnipeg Gas Company) have
been accounted for on the basis that the consideration attributed to the Common Shares issued under
the exchange offers was equal to the underlying book value of the subsidiaries’ shares at dates of
combination.

829, of the outstanding equity shares and certain other securities of Coleman Collieries Limited
(“Coleman) were acquired for $15,260,000 cash in August, 1971, which transaction was accounted
for as a purchase. The excess, $14,247,000, of N & C's acquisition cost over the value of the net assets
recorded by Coleman at date of acquisition has been included in coal properties and will be amortized
on a straight-line basis, over 28 years.

For details of recent combinations effected by Cigol see Note 1 to the consolidated financial statements
of Cigol included elsewhere in this Information Circular and Proxy Statement.

Minority Interests in Subsidiaries
Preference Shares in the amount of $15,419,000 at September 30, 1974 and December 31, 1973 are included
in minority interests.

CHANGES IN ACCOUNTING PoLicY AND RESTATEMENT OF PRIOR YEARS

Oil and Gas Exploration and Production

Financial statements for periods prior to 1974 have been restated from those previously reported to give
effect to the adoption of tax allocation accounting as described in Note (c) to the consolidated statement of
income of N & C appearing elsewhere in this Information Circular and Proxy Statement.

Coal

Deferred mine development costs include all direct and indirect costs of coal reserves being developed in
new levels after deducting therefrom the value of applicable production. Prior to 1973 such costs were
being written off on the basis of coal production from applicable areas as commercial production was
obtained. Following suspension and abandonment of certain mining properties in 1972 and a subsequent
review of operating policies, Coleman adopted the following amortization policy in 1973:

(i) costs of suspended and abandoned properties on a straight-line method over the remaining life
of the sales contracts, and

(ii) cost of producing properties on the unit-of-production method based on estimated recoverable
underground coal reserves as determined by company engineers,

which changes had the effect of reducing consolidated income for 1973 by approximately $1,025,000.

During 1974, the company restated amortization on a basis consistent with the above method and re-
stated 1972 production costs, which changes had the net effect of increasing the 1972 loss on coal opera-
tions by $365,000 before minority interest.

SUBSIDIARIES

Sales and other revenues, N & C's share of net income (loss), and the percentage equity ownership held by
N & C for each principal subsidiary, were:
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Nine Months Ended

December 31, 1973 September 30, 1974
Sales Share Sales
and of Net and Share
Other Income Other of Net
Revenues (Loss) Ownership Revenues Income Ownership
Gas utilities
Greater Winnipeg Gas Company................ $34,085 $2,685 99% $29 487 $2,466 999,
Gaz Métropolitain, inC.................oovevenns 79,630 5,403 8247, 71,886 5,742 824,
0il and gas exploration and production
C{gol and subsidiaries............. .. ... ... ..., 58,964 6,040 619, 57,238 4,615 619,
Coa
IEQISIRT 0 ve smmain sraosramianas Gmm e R e s R 15,395 (237) 829, 17,687 2,376 829,
4, INVESTMENTS, at cost less amounts written off
December 31, September 30,
1973 1974
Gas utilities
Mortgages receivable. .. ... . . . . $ 7,933 $ 4,868
Canadian Arctic Gas Study Limited................................ 1,693 2,383
Shares of Panarctic Oils Ltd... ... ... ... 650 650
OBLEE S oy o 5 B30 VRTRE L3055 5 dhase - Eamncs sowsis. smnmsh 4 wofe. sraneimiie Siofons sisars o ssoss 176 220
10,452 8,121
Oil and gas exploration and production
Shares of Elf OQil Exploration and Production Canada Ltd.*... . ... ... 18,839 19,243
Shares of Panarctic Oils Ltd.. ... ... ... ... . . ... ... . . ... 626 704
Other shares and advances. . .............. v, 2,611 2,595
Interest-bearing: deposits™®. . oowrceaman v nms 0 onns 5 o0 9%s SOST ¥ 945 .2 — 1,283
22,076 23,825
$ 32,528 $ 31,946

*Reference is made to Note 2 to the consolidated financial statements of Cigol appearing elsewhere

in this Information Circular and Proxy Statement.

5. ProPERrTY, PLANT AND EQUIPMENT

December 31, 1973 September 30, 1974
Accumulated Accumulated
Depreciation Depreciation
and and
Cost Depletion Net Cost Depletion Net
Gas utilities
Colee PlanT sy io v osnRReESRTs W a9 3 $ 18,167 $ 8,865 $ 9,302 $ 14,250 $ 6,184 $ 8,066
GAS BLOMARE & v v, 3% 55 L o immnd Se memn 24,631 2,530 22,101 24141 4,437 19,704
Gas distribution.. ... ... ieiiiiinninaannn 356,272 47,681 308,591 356,320 50,184 306,136
Rental equipment................ ... .. ..... 39,251 10,432 28,819 39,214 12,227 26,987
General plant...... ... ... ... i, 17,447 4,467 12,980 17,160 4,958 12,202
Construction i PrOPTess. e i v sirawinme e 488 — 488 18,576 — 18,576
Customers’ and other contributions............ ( 4,473) — ( 4,473) ( 4,944) = ( 4,944)
451,783 73,975 377,808 404,717 77,990 386,727
0il and gas exploration and production
Oil and gas properties and equipment........... 140,710 49,250 91,460 165,906 54,019 110,987
Pipelines and processing plants................ 28,105 19,822 8,283 28,305 20,614 7,661
Propane marketing equipment................. 18,533 5,413 13,120 18,803 5,939 12,844
187,348 74,485 112,863 213,014 81,522 131,492
Coal
Coal properties.. ... ...t iieenannnn. 26,998 2,704 24,294 29,843 4,348 25,495
Production equipment...............c.c.. ... ... 14,218 4,415 9,803 15,638 5,133 10,485
41,216 7,119 34,007 45481 9,501 35980

$680,347  $155579  $524,768  $723212  $169013  $554,199
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Gas Utilities

Depreciation is provided on the straight-line method by application of rates varying from 149, to 259, of
cost. The application of these rates has been equivalent to an annual composite rate of approximately 234 %.

Maintenance, repairs and minor renewals are charged to maintenance expense accounts. Renewals and
betterments of property (other than minor items) are charged to property, plant and equipment accounts.
The original cost of property retired is removed from plant accounts and charged to accumulated depreciation,
which is credited with the salvage proceeds less removal cost. Under this method, no profit or loss is recog-
nized as to ordinary retirements of depreciable property.

0il and Gas Exploration and Production

Reference is made to Note 3 to the consolidated financial statements of Cigol appearing elsewhere in this
Information Circular and Proxy Statement.

Coal

Coal properties include land, exploration and development costs, together with the excess, $14,247,000, of
N & C's acquisition cost over the value of the net assets recorded by Coleman at date of acquisition. See Notes
1(b) and 2(b) which describe the basis on which amortization is provided on the companies’ coal operations.

Production equipment is depreciated at rates varying from 5% to 309, and has been equivalent to an annual
composite rate of approximately 634 9.

6. DErFERRED CHARGES, at amortized cost

Basis or Period December 31, September 30,
Description of Amortization 1973 1974 -
Gas utilities
Long-term debt Amortized over term
issue expense of applicable issue $ 8,063 $ 7,575
Contribution to customers for
conversion to natural gas 3 to 20 years 1,479 1,273
Special gas costs See note (a) below 3,041 2,813
Other gas costs 10 to 20 years 975 903
Special rental
appliance expenses 13}4 years 727 665
Extraordinary plant retirements 4 to 10 years 1,026 1,631
Other 2 to 5 years 726 772
16,037 15,632
Oil and gas exploration and
production
Long-term debt issue expense Amortized over term
of applicable issue 185 159
Other 20 years 325 632
510 791

$ 16,547 $ 16,423

(a) Commencing in 1972 the Company agreed to pay its supplier, on an interim basis, additional
amounts for gas delivered in Ontario. Such payments, which terminated in 1973, were deferred
in accordance with an order of the Ontario Energy Board and, commencing January 1, 1974,
are being amortized over 10 years.
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The costs and expenses of issuing long-term debt are deferred in the year incurred and amortized against
income over the term of the applicable issue.

The gas utilities also defer in the year incurred certain other expenses which the regulatory authorities re-
quire or permit to be recovered from future revenues; such charges are being amortized over various time
periods, not in excess of 20 years.

7. SHORT-TERM BORROWINGS AND BANK LOANS

December 31, September 30,
1973 1974
SHORT-TERM BORROWINGS
Bank loans of subsidiaries
Coleman, secured on Coleman’s accounts receivable............... $ 3,735 $ 1,565
Cigol, amounts due within one year on long-term bank loans. ... .. 2,298 262
6,033 1,827
Commercial paper and unsecured income debentures................ 2,000 15,650
$ 8,033 $ 17477
Bank LoaNs
Cigol and subsidiaries secured primarily on Cigol's oil and gas
DIODEIEIES: siann « wme & 59 5 0ot 5 5 5 G900 5 4 505 DO 5 590 3 ¥ e vsms § 23,057 $ 31,733
Less amounts due within one year included in
current lizoilities. . . ... ..o 2,298 262
20,759 31471
MBI o5 vt 5 5 5 ihen m S £ B no B Brnnnsh, o eonys B o, st - mangmes, penciien o wsn.m & 8,925 4,525

$ 29,684 $ 3599%

While these bank loans are evidenced by demand notes, N & C loans are customarily repaid from the pro-
ceeds of long-term financing. Cigol and subsidiaries have informal understandings with the banks that their
loans will be repaid in monthly instalments. See Note 4 to the consolidated financial statements of Cigol
for further information including debt maturities.

The average interest rate on N & C's commercial paper and unsecured income debentures outstanding at
September 30, 1974 was 8.89; (December 31, 1973—9.79), on its bank loans 11.5%, (December 31, 1973 —
9.67,), and on the subsidiaries’ bank loans 11.6%, (December 31, 1973—9.5%,) including stand-by fees where
applicable. The maximum amount of short-term borrowings outstanding at any month end during the nine
months ended September 30, 1974 was $18,775,000 (year ended December 31, 1973—810,776,000). The
average short-term borrowings outstanding during the nine months ended September 30, 1974 was $12,582,000
(vear ended December 31, 1973—8§6,856,000).

The approximate average interest rate for the nine months ended September 30, 1974 on all bank and
commercial paper borrowings was 10.29; (December 31, 1973—7.79;) based on the total interest expense
(including stand-by fees) divided by the approximate average debt outstanding computed monthly. Unused
lines of credit at September 30, 1974 were $35,076,000 of which $4,350,000 pertains to commercial paper
and unsecured income debentures. Stand-by fees, which range from { to 149, are not payable on all lines
of credit.

8. IncoME TAXES

Reference is made to Notes (c) and (d) to the consolidated statements of income of N & C and Cigol, respec-
tively, appearing elsewhere in this Information Circular and Proxy Statement.
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LoNG-TERM DEBT

December 31, Septe;nber 30,

1973 974
N&C
5189 - 8149, First Mortgage Bonds, 1974 -1992. .. ... .............. $119,581 $116,868
05497 Senior Debentures, 1001, .. . .. ... ittt i, 50,000 50,000
69, Notes and Subordinated Notes, 1975-1987...................... 7,683 7,546
534% - 9249, Subordinated Debentures, 1982 - 1991* ... ... ......... 53,028 52,515
230,292 226,929
Greater Winnipeg Gas Company
5349 - 69, First Mortgage Bonds, 1978 -1984. ... ................... 17,950 17,538
69, Debentures, 1070 . .. .. i e e 1,600 1,600
514%, Subordinated Debentures, 1980................ .. coiviiviinn.. 1,025 1,025
20,575 20,163
Gaz Métropolitain, inc.
5149, - 19, First Mortgage Bonds, 1980-1990....................... 29,750 28,165
69, General Mortgage Bonds, 1988-1989. ... ............ccvviiunn.. 10,635 10,260
53495 ‘Debentures: 1985 yumes wmtim smvs v & iassniin s @i S 15,993 15,493
56,378 53,918
Cigol and subsidiaries
574% - 9% First Mortgage Bonds, 1976 -1993....................... 12,267 11,436
614% Debentures, 1976........ ...ttt 139 136
L0 = A 4,503 4,410
16,909 15,982
Coleman
T4a9 Mortgage Loans, 1981, .. s oo 5 veves s 5 958 % nes WAl e 1,977 1,852
1295 Debenitures; 198L:: cois soen vmite s vl 5o £ 5058 0ved S005 nas 660 660
Interest-free note, 1981. ... ... . it i e 1,835 1,835
EqUipmMent MOteS. ...\ttt ittt e it e st e e i e aanaen 355 1,407
4,827 5,754
OENEE ..o - oo sment msmsens o ol Dot odsaneeeit ¥ ihio extin B Samsnid s TalRen: URSTE 8 Er iR ety 183 172
329,164 322,918
Deduct
Long-term debt held for sinking fund purposes....................... 265 590
Current maturities on long-term debt................. ..o civiiiat, 9,947 10,987
10,212 11,577
$318,952 $311,341

*$20,000,000 principal amount of 9149, debentures are repayable at the option of the holders on July 2,
1975.

Securities issued in U.S. funds are included above at their Canadian dollar equivalents at their respective
dates of issue.

Long-term debt maturities and sinking fund requirements for each of the five years subsequent to December
31, 1973 and September 30, 1974 are:

December 31, September 30,
1973 1974
BATSE VORI coes o w55 3 aai il S5ms § Saansmns vemn 1 dn's Sun San v o § $ 10,212 $ 11,577
SECOI Veal: z mocs vown s SR s TRnT Sl s I 5 SRINE SRITE MAARn VAR SN T SR ¢ 12,536 13,494
Third YEAT. i Ehteaes Lok T655 fak & St S09R The SRR SAa% 5 Shaa 3 13,984 16,530
EOUTEH VAT ... cenes siosenn o somns Sunsmne Shmsess = 50 51 Semsnik Tuowsli m Soioss Soita oaisi o HawR 15,851 18,141
Fifth year. . ..o i i it ettt ie st n i 21,039 22,148



10. CoMMITMENTS AND CAPITAL PROGRAM
It is anticipated that the companies will expend in the year ended December 31, 1974 approximately
$85,000,000 on gas utility facilities, oil and gas exploration and production facilities coal properties and

equipment and other requirements, of which approximately $48,000,000 had been expended to September
30, 1974.

11. CapriTAL StOCK

(a) Changesin N & C’s share capital during the three years and nine months ended September 30, 1974
were as follows:

Preference Shares
Second Preference

Common Shares

First Preference Junior Preference

First Series Second Series Series A Series B First Serles
Number Number Number Number Number Number
of of of of of of
Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount

January 1, 1971... 144,000 $7,200 39,388 $1,969 228,075 $5,702 1,311,975 $32,799 — — 13,057,406 873,628

Issued for cash

Employees' Share

Purchase Plan. — — — — — — — — — — 2,710 31
Warrants....... — — — — — — — — — — 215 2
Incentive Stock
Option Plan.... — — - - - — — — — — 14,995  —
Converted........ — —_ — —  (208,419) (5,211) - = — — 333,470 5,211
Redeemed. . ... ... (5,394) (270) (3,585) _(A79)  (9,530) (238) - — — — —_ -
December 31, 1971. 138,606 6,930 35,803 1,790 10,126 -g 1,311,975 32,799 — — 13,408,796 78,872
Issued for cash
New issue....... — — — — — — - — 1,500,000 37,500 — —_—
Employees’ Share
Purchase Plan. — — — — — — — — - — 2,379 33
Warrants....... — — — — — - — — —_ - 133 1
Incentive Stock
Option Plan.. .. - —_ - — — — —_ — — — 612 —
Redeemed........ (9,345) (467)  (835) (42) (1,069) (27) (5,235) (130) — — — —_
December 31, 1972, 129,261 6,463 34,968 1,748 _9,057 226 1,306,740 32,669 1,500,000 37,500 13,411,920 78,906
Issued for cash
Employees’ Share
Purchase Plan. — — -_ - — — - - — — 1,780 20
Redeemed........ (820) (41) (650) (32) (1,070) (26) (33,423) (836) — - — -
December 31, 1973. 128,441 6,422 34318 1,716 7987 200 1,273,317 31,833 1,500,000 37,500 13,413,700 78926
Issued for cash
Employees' Share
Purchase Plan. — — — — — - — — — —_ 3,336 31
Incentive Stock
Option Plan .. .. - — — — — — — — —_ — 3,191 o
Redeemed. .. ..... (100) (5) (100) (5) (630)  (16) (8,100)  (203) —- — — —
September 30, 1974 128,341 $6,417 §4,218 $1,7117 7,357 §$184 1,265,217 $31,630 1,500,000 $37,500 13,420,227 $78,957

PREFERENCE SHARES

The First Preference Shares, First and Second Series, are currently redeemable at $52.00 and $50.50
per share, respectively, and do not presently have voting rights.

The Second Preference Shares, Series A are redeemable at $27.50 per share and have voting rights. The
Second Preference Shares, Series B (redeemable at $26.50 per share after August 14, 1976) have voting
rights and are convertible into 2,277,391 Common Shares to August 15, 1977.
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(b)

(©)

‘The Junior Preference Shares, First Series (redeemable at $26.25 after June 30, 1975) have voting rights
and are convertible into 2,586,206 Common Shares to June 30, 1977 and thereafter into 2,343,750
Common Shares to June 30, 1982.

So long as in each case the market value does not exceed par value N & C is obligated annually to
purchase on the market for cancellation 3,200 First Preference Shares, First Series, 900 First Preference
Shares, Second Series, and 33,000 Second Preference Shares, Series B.

Unissued Common Shares were reserved as follows:
December September

31, 1973 30, 1974

Under the Employees’ Share Purchase Plan, of which 1,690 shares

(December 31, 1973—3,578 shares) were being subscribed for at prices

ranging from $8.93 to $11.56 per share (December 31, 1973 from $8.44

10 310,06 DT SHAPEY e iore wiricin wissain & wion & sisiess wmcars sinimis 4 wisss s ssvunis siniece S8 5 ¢ 18,566 15,230
For the exercise of warrants at prices increasing from $13.50 to $15.00

per share (December 31, 1973—$12.00 to $15.00) and expiring in 1978. . ... 1,981 1,981
For the exercise of warrants at $14.00 per share and expiring in 1977......... 799,325 799,325
For Incentive Stock Option Plan (see (c) below)

Options outstanding. .. ..o iviiietenineinennenr et aiiieiiiierennan. 305,000 405,500

For Tt s @ranti. o s sirses ssibis somens susitne sxifnt s § $07305 S550% 5.5008 ¥ SHeshs Hjiee o 128,895 25,204

OpTi0NS TO PURcHASE CAPITAL STOCK
(i) Shares reserved for issue under option.

As at September 30, 1974, officers and employees held options to purchase 405,500 Common Shares of

capital stock as follows:
Market Price at

Yeiid Year Number Option Price Date of Grant

Option of of Per Per

Granted Vesting Shares Share  Total Share  Total
L7055 o = wvs 3 S i Srlay § SOTE wwens w 1970 12,000 $12.375 § 149 $12.375 § 149
IO L wom o ameen Dikems S 2 sbar o swm vvise & o 1971 34,500 15.875 865 15.875 865
LT 2 v v ansis BLonss, o wtanks 0 dhases) STageise wmEass o 4 1973 34,000 11.875 404 11.875 404
DT wirns onimn S aaels Sheaats & svstseisal misialin mgszasa o o 1973 33,000 10.875 359 10.875 359
T3 ormmsns aoevas o shvman sinnonsl sbepese o ofbds = Swii g5 1973 152,000 9.75 1,482 9.75 1,482
VOTR . o svincn mimnse = sanm B epbons 808 T 5500 § 3004 4 8 1974 120,000 12.375 1,485 12.375 1,485

Each of these options is exercisable as a market growth option. Options granted July §, 1973 and
February 21, 1974 in respect of 165,000 shares and 120,000 shares respectively are exercisable in total
from September 6, 1973 and April 18, 1974 respectively when the shares were allotted by the Directors.
The balance of the options are exercisable as to one-fifth on or after date of grant and cumulatively there-
after as to one-fifth on or after the next four anniversaries of the granting dates. All options expire five
years from date of grant.

On the exercise of a market growth option the company issues to the optionee, who is not required to make
a cash payment, a number of Common Shares which is the quotient obtained where the numerator is the
excess of the market value at the date of exercise over the option price multiplied by the number of
shares in respect of which the option is exercised and where the denominator is the market value per share
at date of exercise. The issue price of such shares will be 1¢ per share and will be credited upon issue to
Common Share capital and charged to income. The difference between the number of shares in respect
of which the option is exercised and the number of shares issued under the formula will be available for
the granting of future options.
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(ii) Summary of shares with respect to which options became exercisable under option agreements
during the three years and seven months ended September 30, 1974:

Date at Market Price at

Which Dates Options

Options Number Option Price Became Exercisable

Became of Per Per

Exercisable Shares Share Total Share Total

POTL o comamon  srets 3 s sowimm Sl © st § v 116,340 $11.875-16.50  $1,475 $ 15.75-16.875 $1,860
107 108,300 11.875-16.50 1,379 13.00-15.00 1,429
BT Bz o % sons Ba0% & I % 00§ SSEE OWE AR 205,600 9.75-16.50 2,154 8.75-16.50 2,038
1074 . 140,000 10.875-15.875 1,763 10.875-11.125 1,542

(i) Summary of shares with respect to which options were exercised under option agreements during
the three years and seven months ended September 30, 1974:

Dates at Market Prlc_:es at
Which Dates Options
Options Number Option Price __Were Exercised
Were of Per Per
Exercised Shares Share Total Share Total
VOTE e soncims. smsaman o o wwiasrs . ey & 5o naste S5m0 503 59,680 $9.75-12.375 §712 $13.31-16.94 8950
1072, 8,600 11.875 102 12.06-15.19 111
9T .. e s 5 wmn 0 sens memm s v B S 2 13,000 9.75 127 12.75-13.00 169

12. D1viDEND RESTRICTIONS

The indentures and agreements relating to the Company’s long-term debt obligations contain covenants
limiting the payment of dividends. Under the most restrictive of these indentures, retained earnings available
for dividends at September 30, 1974 amounted to approximately $10 million (89 million at December 31,
1973).

13. PEeNsioN PLAN

The Company and its subsidiaries have various pension plans available to all permanent full-time employees.
The plans, certain of which are coordinated with the Canada Pension Plan, require contribution by the par-
ticipating employees and provide pension benefits at normal retirement age. The cost of the plans to the
companies for the three years and seven months ended July 31, 1974 was as follows: 1971—8792,000; 1972—
§945,000; 1973—$1,005,000; nine months ended September 30, 1974—§780,000.

The unfunded liabilities for past service benefits amounted to $1,154,000 at September 30, 1974 and are being
funded over a maximum period of twenty years.

14, SUBSEQUENT EVENT

By an agreement dated as of January 1, 1975 Cigol agreed to purchase, subject to certain conditions, all of
the outstanding shares of Great Plains Development Company of Canada, Ltd. Arrangements have been made
to finance the purchase principally through long-term bank borrowings. See “‘Acquisition of Great Plains”
for further details.

15. SUPPLEMENTARY INCOME STATEMENT INFORMATION

The following amounts were charged directly to costs and expenses during the three years and nine months

ended September 30, 1974:
Nine Months

Year Ended December 31, Sept%ltli;jber 30,
1971 1972 1973 1974
Maintenance and repairs®.. ... ... ... . ... .. .. ... ...... $ 2,770 $ 3,180 § 3,369 $ 5,804
Depreciation, depletion and amortization of property,
plant and equipment........ . ... . ... ... 18,018 20,010 23,181 18,838
Property taxes......... ... ... i 4,827 4,833 4,526 3,691
Royalties™™ . . ... .. — — — —



Rents, research and development costs, and advertising costs are omitted since they are less than 1%, of
Revenues.

*Excluding maintenance and repairs in respect of oil and gas production facilities which amounts cannot
be readily determined.

**The companies pay no royalties other than petroleum, natural gas and coal royalties which are considered
to be a reduction of sales rather than an operating expense and are accounted for accordingly.

113



OPINION OF INDEPENDENT CHARTERED ACCOUNTANTS

To the Directors of
CaNADIAN INDUSTRIAL Gas & O1L Ltp.

We have examined the consolidated balance sheet of Canadian Industrial Gas & Oil Ltd.and itssubsidiaries
as at December 31, 1973 and the consolidated statement of income for the five years then ended and the
consolidated statements of retained earnings, contributed surplus and changes in financial position for the
three years then ended. Our examination included a general review of the accounting procedures and such
tests of accounting records and other supporting evidence as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements present fairly the financial position of the
companies as at December 31, 1973 and the results of their operations and the changes in their inancial
position for the periods indicated, in accordance with generally accepted accounting principles applied on a
consistent basis after giving retroactive effect to the change, with which we concur, in accounting for income
taxes as explained in Note (d) to the consolidated statement of income,

Calgary, Alberta, Canada

February 8, 1974,

except as to the information

contained in Note (d) to the

consolidated statement of

income as to which the date is RippeLL, STEAD & Co.
November 1, 1974, Chartered Accountants.
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CANADIAN INDUSTRIAL GAS & OIL LTD.
CONSOLIDATED BALANCE SHEET

(in thousands of Canadian dollars)

December September

31, 30,
1973 1974
(Restated— (unaudited)
Note 8)
ASSETS
CURRENT ASSETS
Cashivesos 3 swoes vimg vass oo & i, s Samm SR & 0eh 50 1 S fae e ... § 1,096 $ 1,058
Short-term interest bearing deposits (Note 4). ...........cviiiiiiinnine.. T 5,204 3,200
ACEOUNTS TEreINADIE . nisvon. s st mpesrva. et o esiads Syt R S0 ¢ ST GBS AR 12,412 12,682
Inventories of merchandise and supplies,
at lower of costior replacement CoBt . ... ¢ o & o s Swing 040 i saiins i 2,697 5,309
Prepaid expenses/and depOSits, « ; ; swem s 5 w5 s 5 svisess 509t 260s ¢ S TG o 878 929
22,287 23,178
INVESTMENTS, at cost less amounts written off (Note 2). ......c.uvuureeerennnn... 22,076 22,542
ProPERTY, PLANT AND EQUIPMENT (Notes1and 3)............................ 193,396 218,787
Accumulated depletion and depreciation..............ooiiiiiiiiiiiina., 75,540 82,519
117,856 136,268
OTHER ASSETS
Interest-bearing deposits (Note 2).........coiiiiiiiin i, e — 1,523
CRNET s« sante i SR 5 Babeie sEIEh e Somls 5 T SIiais P e Shaate SAuTh CAled Sate 509 552
509 2,075
$162,728 $184,063
LIABILITIES
CURRENT LIABILITIES (excluding demand bank loans)
Accounts Payable: o sawn ¢ e o ste 3 stasie s sl S 4 Seh S e et T i e $ 8,938 $ 8,546
Accrued Interest. . ...ttt e e e e e 231 330
Dividend Payable. . ... .. . e — 3,247
Income taxes (INOte 8) . . ... vttt ittt e e ettt e e 533 1,346
Current maturities on bank loans and long-term debt (Notes 4 and 5)......... 3,174 1,095
12,876 14,614
DEMAND BANK LoANS (to be repaid in monthly instalments) (Note 4). .......... 20,759 31,471
LONG-TERM DEBT (NOte ).\ttt ittt it ettt e e e e et e e e 15,645 14,760
MINORITY INTERESTS IN SUBSIDIARIES. . ..t v vt vvnnvnsonensnsoneessonenenasnnss 2,068 2,010
DEFERRED INCOME TAXES (Note 8) ... ...t e 33,865 39,321
COMMITMENTS AND CONTINGENT LIABILITIES (Note 10) ........................
SHAREHOLDERS’ EQUITY
CaprITAL Stock (Note 6)
Authorized
500,000 5149 Cumulative Redeemable Convertible Voting Preferred Shares,
par value $10 each
50,000,000 Common Shares without par value
Issued
21,644,128 Common Shares. . ... ..ot it e e e 20,283 29,283
CONTRIBUTED SURPLUS . .« et v vttt vt e aeneans ettt e e s ee e te e emeteenesennn 173 173
RETAINED EARNINGS (INOtE 7). ... itetiiiiintee et e et e et e e, 48,059 52,431
71,515 81,887
Signed on behalf of the Board
E. A. GALVIN, Director
E. G. BATTLE, Director $162,728 $184,063

The accompanying notes are an integral part of these financial statements.
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CANADIAN INDUSTRIAL GAS & OIL LTD.

CONSOLIDATED STATEMENT OF RETAINED EARNINGS

(in thousands of Canadian dollars)

Nine Months

Year Ended December 31, Sept%:::t?gr 30,
1971 1972 1973 1974
(unaudited)
BALANCE AT BEGINNING OF PERIOD, as previously reported $47,813 §56,538 $66,957 $79,927
Adjustments resulting from retroactive adoption of tax
allocation accounting (Note 8) . ....covvvicvniniiinacin (18,047) (21,878) (26,187) (31,868)
Adjustments of prior years' income taxes of subsidiaries. . .. (646) (646) (431) -
BALANCE AT BEGINNING OF PERIOD, as restated........... 29,120 34,014 40,339 48,059
NEtITCOTHR, ..o vorvn & eivibdbiiiig Foid Sami SEws Cemi 5 il » Gy o 6,058 6,411 9,915 7,619
35,178 40425 50,254 55,678
Dividends
Preferred Shares of Cigol ($.55 pershare)............... 106 86 40 —
Common Shares of Cigol ($.10 and $.15 per share,
respectively). ..o — — 2:155 3,247
Pooled companies prior to combination................. 1,058 — - -
1,164 86 2,195 3,247
BALANCE AT END OF PERIOD. « o 0ottt it e, $34,014 $40,339 $48,059 $52,431
CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS
(in thousands of Canadian dollars)
Nine Months
Year Ended December 31, Sepi?gggr 30,
1971 1972 1973 1974
(unaudited)
BALANCE AT BEGINNING OF PERIOD . . .. oot vvrvnennnann s $ 956 & 950 $ 956 $ 173
Costs of proposed public financing, subsequently cancelled — — 783 —
BALANCE AT END OF PERIOD. ..o « oo & bnid 5500 5005 5 asis o i $ 956 $ 956 $ 173 $ 173

The accompanying notes are an integral part of these financial statements.
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CANADIAN INDUSTRIAL GAS & OIL LTD.

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

(in thousands of Canadian dollars)

Year Ended December 31,

1971 1972 1973
Funps DERIVED FroMm (Restated—  (Restated— (Restated—
Operations Note 8) Note 8) Note 8)
Income before extraordinary items............. $ 6,058 $ 6,717 $ 9,915
Charges not requiring funds:
Depletion. ... .ouitiieiiiiie i iiieinanens 3,986 4,868 5,615
DEPLECIALION . i5.vmiiee fuoiio s b 5 hedars HoTast milsB & 3 3,056 3,277 3,748
Minority interests...........couurivenrnnnn 161 37 68
Deferred income taxes. ... .................. 4,085 4,650 6,042
Other charges (credits)...................... 133 (73) 166
Funds generated from operations........... 17,479 19,476 25,554
Sale of producing properties and equipment thereon. . — —_ 4,515
Sale/of other AXed asbets:. . e vim s v s i 1 643 560 679
Issue of Common Shares forcash................ 243 407 58
Issue of Common Shares for acquisition of
balance of subsidiary's shares. ... .............. 950 - —
Sale of investments............ ... ... .0 . iin.. 286 — 425
Bank loan additions (reductions)—net............ 1,128 {2,113) 9,631
Long-term debt additions. . ..................... 435 100 5,384
OIEHEE: 5o ¢ i mavs et @ Dom 0 Gl 5 e S & a5 & o 109 35 —
21,273 18,465 46,246
Funps AppLIED To
Exploration, development and acquisition
of oil and gas properties....................... 10,589 9,267 20,789
Plant and equipment, including that of subsidiaries
purchased, net of previous investment therein. ... 8,449 6,816 4,208
Investment in affiliated and other companies. . .. .. 5,087 4,994 4,542
Long-term debt reductions. .. ..........cc.ooun... 1,234 1,454 1,151
Dividends. . ... ... ... .. .. i 1,164 86 2,195
Interest-bearing deposits........................ — — —
Distribution of capital by pooled company........ 744 -— —
Reduction of minority interest in subsidiary....... 165 90 53
Other. ..o e — — 907
27,432 22,707 33,935
INCREASE (DECREASE) IN WORKING CAPITAL. . .... $(6,159) $(4,242) $12,311

CONSOLIDATED SCHEDULE OF CHANGES IN WORKING CAPITAL

(in thousands of Canadian dollars)
Year Ended December 31,

1971 1972 1973
INCREASE (DECREASE) IN CURRENT ASSETS
CABN o cicine sy o paan & S s SRR oA ¥ B S $ (582) $ 484 $ (262)
Short-term interest-bearing deposits. ........... (4,984) (564) 2,620
Accounts receivable. . . ... ... ... .. ... 1,093 1,594 3,528
Inventories of merchandise and supplies......... 670 108 494
Prepaid expenses and deposits. . ............... 104 (3) 310
(3,699) 1,619 6,690
DECREASE (INCREASE) IN CURRENT LIABILITIES
Accounts payable. . ...... ... ... ... .. ... ..... (2,556) (845) (1,207)
Accrived INtETEBE. : - « curs wuon voen & s 5 i v 62 27 26
Dividends payable........................... 17 4 43
Income taxes. ..........cciviieniiiinninnnn.. 47 69 131
Current maturities on bank loans
and long-termdebt.. ... ... .. ... .......... (30) 900 612
Dile to parent: COMPARNY e s ¢ s 5 s voiv — (6,016) 6,016
(2,460) (5,861) 5,621
INCREASE (DECREASE) IN WORKING CAPITAL. . .. .. $(6,159) $(4,242) $12,311

The accompanying notes are an integral part of these financial statements.
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$ 9,953

4,555
2,959
125
6,621

(36)
24,177

—

497
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Ended
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(unaudited)




CANADIAN INDUSTRIAL GAS & OIL LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

((tabular amounts shown in thousands of Canadian dollars)

(Information as at September 30, 1974 and for the nine-month period ended September 30, 1974 is unaudited.)

NoTe 1  PriNcirLES OF CONSOLIDATION

(a) Subsidiary Companies
The consolidated financial statements include the accounts of Canadian Industrial Gas & Oil Ltd.
(**Cigol") and all of its majority-owned subsidiaries. All such subsidiaries are wholly-owned at December
31, 1973 and September 30, 1974 with the exception of Prairie Oil Royalties Company, Ltd. and Trans-
Prairie Pipelines, Ltd., in which Cigol has a 749, and 989; interest respectively. The excess of the cost of
shares of purchased subsidiaries over the underlying net book value of their assets at dates of acqui-
sition has been included in property, plant and equipment and is being systematically amortized on the
same basis as the related assets.

(b) Foreign Exchange
Amounts in foreign currency are converted to Canadian dollars on the following bases:

(i) Current assets and current liabilities, at the rate of exchange as at the balance sheet date;
(ii) Fixed assets, at the rate of exchange at the date of acquisition;

(iii) Long-term debt payable in foreign currencies, at the rate of exchange applicable at date incurred;
and

(iv) Revenue and expenses, at the average rate of exchange for the period.

(¢) Business Combinations
During the five years and nine months ended September 30, 1974 the following companies became
subsidiaries as a result of share exchange offers made by Cigol:

1969 CIGOL International Ltd. (formerly Ranvik Oils Limited)
Manitou Exploration Company Limited
Trans-Prairie Pipelines, Ltd.

1971 CIGOL Laurentian Ltd. (formerly Laurence Oil Co. Ltd.)
Frisco Petroleums Ltd.

These business combinations have been accounted for on a pooling of interests basis, and accordingly
their operating results are included in the consolidated financial statements for all of the periods shown.

In January and November of 1971 a wholly-owned subsidiary acquired the remaining 509, of the
outstanding shares of Western Propane, Inc. for 100,000 Common Shares of Cigol and of Mid-West
Propane Ltd. for $45,000 cash. These acquisitions were accounted for as purchases and their income
has been included in the consolidated statement of income from the effective date of such acquisitions.

NoOTE 2 INVESTMENTS—SHARES IN OTHER COMPANIES

Investments in shares of other companies at December 31, 1973 and September 30, 1974 include 1,020,000
common shares (a 109, interest) and 1,860 preferred shares of EIf Oil Exploration and Production Canada Ltd.
("“Elf”). On November 22, 1969, Cigol entered into an agreement to subscribe for a share interest in EIf.
The consideration for the EIf shares was the commitment by Cigol to incur over a five-year period drill-
ing and exploration expenses on mineral rights in Canada owned or controlled by EIf in an aggregate
amount of $23.5 million. The agreement contains provision under certain circumstances for the incur-
ring of additional expenditures. A total of $18.8 million and $22.7 million had been incurred on drilling and
exploration expenses as at December 31, 1973 and September 30, 1974 respectively. These expenditures are
allowable to Cigol as deductions for income tax purposes.
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During 1974 Cigol reduced the carrying value of its investment in EIf by $3,500,000 based on a valuation
determined by company engineers.

As at September 30, 1974 the remaining expenditures under the EIf commitment amounted to $1,390,000 for
which short-term deposits in the amount of $1,283,000 were held in trust by Cigol.

Also included under this caption at December 31, 1973 and September 30, 1974 are 333,531 shares of British
Columbia Oil Lands Ltd. (approximately 359 of that company’s outstanding capital stock) at a cost of
$2,000,000 with an approximate market value of $667,000 at September 30, 1974, Because of the number of
shares of British Columbia Oil Lands Ltd. involved, the market value is not necessarily indicative of the
amount that would be realized on sale. Adoption of the equity method of accounting for this investment
would not have a material effect on the consolidated financial statements.

NoTE 3 PROPERTY, PLANT AND EQUIPMENT

(a) Details
December 31, 1973 September 30, 1974
Accumulated Accumulated
Depletion and Depletion and
Cost  Depreciation Net Cost  Depreciation Net

Oiland gas properties.  ciiveiiis so svaniss S $117,422 $ 38,137 $ 79,285 $141,244 $ 42,557 $ 98,687
Qil and gas production equipment................ 20,376 10,874 9,502 21,299 11,914 9,385
Pipelines and processing plants................... 28,105 19,822 8,283 28,305 20,644 7,661
Propane marketing equipment................... 18,533 5,413 13,120 18,803 5,959 12,844
Gas utility facilities..........ooviiiiiiei i, 8,960 1,294 7,666 9,136 1,445 7,691

$193,396 $ 75,540 $117,856 $218,787 § 82,519 $136,268

(6) Depletion
The companies follow the practice of capitalizing both productive and non-productive costs related to the
exploration for and the development of oil and gas reserves, and of depleting such costs (except costs
of short-term sub-leases) on a composite unit of production method based on total estimated recoverable
reserves. Costs related to exploration for and the development of mining properties are capitalized
and charged to earnings if the project or property is abandoned.

During 1969, depletion of $2.1 million of a subsidiary’s cost of a short-term sub-lease was provided in
relation to revenue (after operating expenses) of a similar amount received therefrom. See Note (c¢) to
the consolidated statement of income appearing elsewhere in this Information Circular and Proxy
Statement.

(¢) Depreciation
Depreciation of production equipment, processing plants, propane marketing equipment and gas utility
facilities is provided on a straight-line basis at rates ranging from 29, to 25%; pipelines are depreciated
on a diminishing balance basis at rates ranging from 6%, to 11%; trucks used in propane marketing are
depreciated on a diminishing balance basis at 30%,.

(d) Retirements and Sales
Upon retirement or sale of major items of producing property or equipment, the asset accounts are
relieved of the cost of such property together with the applicable accumulated depletion or depreciation.
The difference between net book value of such items and the proceeds, if any, is charged or credited to
earnings. Proceeds on sale of non-producing properties are credited to asset costs.
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(e) Maintenance and Repairs
Maintenance and repairs are charged to earnings when incurred and betterments which extend the ser-
viceable life of properties are capitalized.

NoteE 4 Bank Loans
December 31, September 30,
73 1974

19
Cigol and wholly-owned subsidiaries (see below)..................... $21,530 $30I,534
Trans-Prairie Pipelines, Ltd., secured by Series ‘D" First Mortgage
Sinking Fund Bonds (see Note 5). ...y, 1,527 1,200
23,057 31,734
Current maturities included in current liabilities. . . .................. 2,298 263
$20,759 $31,471

Certain loans of Cigol and wholly-owned subsidiaries from Canadian banks in the amount of $21,150,000 at
December 31, 1973 and $30,460,000 at September 30, 1974, are evidenced by demand notes and are secured by
assignments under Section 82 of the Bank Act (Canada) covering certain producing oil and gas properties
‘ together with a general assignment of accounts receivable. These loans bear interest at bank prime lending
rates plus 14 of 19, per annum. While the loans are payable on demand the companies have informal
understandings with the banks that the loans will be paid in monthly instalments of $690,000 beginning in
October, 1975, plus interest.

Assignments under Section 82 of the Bank Act (Canada) and of other collateral constitute general and con-
tinuing collateral security for all liabilities of the companies from time to time to such banks including
liability by way of indemnity to the banks for guarantee of demand non-interest-bearing notes pledged
with governmental agencies as security for the performance of work obligations on exploration permits.
See Note 10(b).

Unused lines of credit amounted to $10,065,000 at December 31, 1973 and $12,966,000 at September 30, 1974.
Cigol pays standby fees at the rate of 14 of 19, per annum on a major portion ($7,685,000 at December 31,
1973: $9,530,000 at September 30, 1974) of its unused lines of credit.

Asat December 31,1973and September 30, 1974 short-term interest-bearing deposits in theamountof $1,200,000
were held as compensating balances against bank loans of Trans-Prairie Pipelines, Ltd. of similar amounts.
The deposits are available for use by the company without restriction and in the event the deposits are
drawn the loans become payable over five years.

Bank loan maturities for each of the five years subsequent to December 31, 1973 and September 30, 1974

are as follows:
December 31, September 30,
1974

1973
RSB s, v v ) wssscm smasos. s -sommesas e wam - sy s ssasere-vails. el 8 $2,298 $ 263
SEEON VEAT w 5 « s siis e = 6555 Srswur Stee s SIess SRvmEn steree 4 we & R o 5,496 7,895
ThITd FRaF: 55 5 2 & 0% doreiss v46 5 VOGN Yl i 5 5% » s s vwels s misie o » 5,697 8,545
EOULEh VAT . oce s vonone simense o s & 4735 § 60306 § HEFEEEEE0 HUSR 0008 3 nEmss woyees 4,571 8,545
Fifth ¥ear. .o vt ieiie et ienttsanntrrnnereannassaneasssnsconsnnns 2,991 6,535



Note 5 LonG-TeErM DEBT

Cigol and wholly-owned subsidiaries

5749%, First Mortgage Sinking Fund Bonds, due February 1,1983 (Dec-
ember 31, 1973-—8§7,425,000 (U.S.); September 30, 1974—§6,775,000
(U.S.)) subject to semi-annual sinking fund payments of $325,000
(S v soni v wisnsin v s & St § e vy SIS VamTEE SR 4 SN ¥ Sel E 53

Convertible Notes payable (see below)...........................

Advance for drilling costs—interest-free, repayable October 1, 1982, . .

Trans-Prairie Pipelines, Ltd. and subsidiary
First Mortgage Sinking Fund Bonds:

69 Series “A” due June 1, 1982, subject to annual sinking fund
payments of 857,000, .... ... ... ... ...

99 Series ‘B due June 15, 1993, subject to annual sinking fund
payinents of $60;0005 .. covs v 5 svie e LS 5 S0 § Sa e iln selie

6149, Series “C" due February 1, 1976, subject to annual sinking
fund payiiienitsiol $2500000: cus s o v sross s © fe8 7 Sa05% TaEn

Sinking Fund Debentures:

6149, Series A" due February 1, 1976, subject to annual sinking fund
payments of $80,000..... .. .. .. .. ...

Current maturities included in current liabilities. .. ... ...............

December 31,
1973

$ 7,995
2,510
908

697

1,514

2,500

258

139
16,521

876
$15,645

September 30,
1974

$ 7,295
2,493
908
619

1,450

2,440

250

137
15,592

832
$14,760

The convertible notes were issued to Officers and key employees of Cigol, bear interest at a bank prime lending
rate plus 14 of 19, and are convertible into Common Shares from time to time to September 2, 1979 at prices
of $8.25 and $8.63 per share. The notes are expressed to mature on July 31, 1979 but may become payable

at an earlier date at the option of either the holder or of Cigol. See Note 6(c).

Trans-Prairie Pipelines, Ltd. has authorized the creation and issue of $3,500,000 7149, Series “DD" First
Mortgage Sinking Fund Bonds due March 1, 1983, all of which are held by the bank as collateral for bank

loans.

Long-term debt maturities and sinking fund requirements for each of the five years subsequent to December

31, 1973 and September 30, 1974 are:

Frst AT, . . e
Secont FEAT: 2 sins o550 & s 500 05503 ¥ T Bt maedh = Sotiih Seefid sxstaye 8 bumind
Third Vear; - : suecvae: woe i E S ST SRIE § IS SR HATE SN £ Sd b TEn
BOUrth Wear. « cou . s seras erssun s smmis s siassets sen 5 st v s o st

FARED S BAT i comusn sniverm arisers wtstass & soisne sraiuivwmiasots & VyaTRaRERTs SRS SRS SraSe R

December 31,
1973

September 30,
1974

$ 832
1,231
1,243

843
3,324



NoTE 6 CAPITAL STOCK

(a)

(®)

Changes in Cigol’s share capital during the three years and nine months ended September 30, 1974

were as follows:
Preferred Shares

Common Shares

Number of

Number of

Shares Amount _ Shares  Amount
Balance January 1, 1971. . ..., .. ... .. ... .. ........ 228,074 § 2,281 19,853,829 $23,547
Issued in exchange for shares of (Note 1):
Western Propane Inc.. . .............. ... ..... ... — — 100,000 950
CIGOL Laurentian Ltd. (formerly Laurence Oil Co.
Ltd) e et — - 185,000 1,805
Frisco Petroleums Ltd.. .. ... ... .. ............. - — 755,000 33
Issued for cash on exercise of options. ............... — — 73,098 243
Issued on conversion of Preferred Shares into Common
SHETES cuvens vrem 1 5 008 5 5 25 § S90S TR0 5 D00 2 Fau (60,458) (605) 145,100 605
Balance December 31, 1971, ... .. ... .. .. ... .. ..... 167,616 1,676 21,112,027 27,183
Issued for cash on exercise of options. ............... -— — 122,280 407
Issued on conversion of Preferred Shares into Common
SRALES. « o oot (12,653)  (126) 30,367 126
Balance December 31,1972, ... ... ... .. ... .. ....... 154,963 1,550 21,264,674 27,716
Issued for cash on exercise of options. . .............. — — 17,316 58
Issued on conversion of Preferred Shares into Common
SRATES. v o e v e (150,891)  (1,509) 362,138 1,509
Preferred Shares redeemed........... ... ... ... ..... (4,072) _ (41) = —_
Balance December 31, 1973 and September 30, 1974, . . - $ — 21,644,128 §$29,283

Options to Purchase Capital Stock
(i) Shares reserved for issue under option

As of September 30, 1974, officers and employees held options to purchase 163,300 common shares

of Cigol’s capital stock as follows:

Year Option Year of Number of — Option Price
Granted Vesting Shares Per Share Total Per Share
1969 & s wsisrs sy & psces 7 ps 5 0w & 1970 119,800 $ 9.50 $1,138 $ 9.87
1970, . oo 1971 7,500 11.00 83 11.37
19T sy 5 o womes Jares ¥ wem 5 s 3 1972 6,000 9.00 54 9.25
1071 1972 25,000 10.25 245 11.25
1972 ¢ cve v pom 3 smswe smsn = 1o © 25 3 1973 5,000 8.50 43 8.62

Market Price at

~ Date of Grant

Total
$1,182
85

56

281

43

Each of these options is exercisable for a period of five years commencing on the vesting date in
five equal annual amounts. In the event options are not exercised in any one year, they may be
exercised in the succeeding years but not later than five years from the vesting date.

The above options are exercisable as market growth options. On the exercise of the option the
optionee is not required to make a cash payment and receives a number of Common Shares which is
the quotient obtained where the numerator is the excess of the market value at the date of exercise
over the option price multiplied by the number of shares in respect of which the option is exercised
and where the denominator is the market value per share at date of exercise. The issue price of such
shares will be 1¢ per share and will be credited upon issue to common share capital and charged to
earnings. The difference between the number of shares in respect of which the option is exercised
and the number of shares issued under the formula will be available for the granting of future options.
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(ii) Summary of shares with respect to which options became exercisable under option agreements
during the three years and nine months ended September 30, 1974:

Date at Market Price at
Which ’ Dates Options
Options . Option Price Became Exercisable
Became of Per Per
Exercisable Shares Share Total Share Total

LOTH o o warems s wave 5 watess o e dhomm & wres s 99,600 $3.33-11.00 $529 $9.75-11.00  $1,036
LTV & oo wemas v s @ v o B SO & WSS & 0 41,500  $3.33-11.00 348 $9.62-11.25 441
NOTI 2 i 5 heiis § oo Bndies Sudbodt Seifors § D0 & 002 33,500  $8.50-11.00 324 $7.75- 9.62 292
1974, e 30,100  $8.50-10.25 289 $4.50-10.00 166

(iii) Summary of shares with respect to which options were exercised under option agreements during
the three years and nine months ended September 30, 1974:

Market Price at

Dates at
Dates Optio
(%?il:gs Option Price W:r:sExgrcisjtausj
Were Number of Per Per
Exercised Shares Share  Total Share Total
g T L e —— 73,008 $3.33 $243 $ 9.12-
12.62 $ 808
1072 e 122,280 3.33 407 8.75-
11.38 1,277
1073 e it ri i ne et 17,316 3.33 58 8.12-
10.38 143

(¢) Shares Reserved for Issue on Conversion of Notes Payable
As at September 30, 1974, 289,261 Common Shares were reserved for issue on conversion of notes
payable. See Note 5.

Note 7 DIVIDEND RESTRICTIONS
The terms of the Deed of Trust and Mortgage securing Cigol’s First Mortgage Sinking Fund Bonds restrict

the amount of retained earnings available for dividends as at September 30, 1974 to approximately $42
million ($36 million at December 31, 1973).

NoteE 8 IncoME TAXEs AND CHANGE IN ACCOUNTING PoLicy

During 1974 the companies retroactively changed to the tax allocation method of accounting as described in
Note (d) to the consolidated statement of income of Cigol and subsidiaries appearing elsewhere in this Infor-
mation Circular and Proxy Statement. Financial statements for periods prior to 1974 have been restated
from those previously reported to give effect to this accounting change.

NoTeE 9 PEeNsioN PLAN

Cigol and its subsidiaries have two pension plans available to all permanent full-time employees. The plans,
one of which is coordinated with the Canada Pension Plan, require contributions by participating em-
ployees and provide pension benefits at normal retirement age. The cost of the plans to the companies for the
three years and nine months ended September 30, 1974 was as follows: 1971—§104,000; 1972—$§115,000;
1973—$138,000; nine months ended September 30, 1974—$183,000.

The unfunded liabilities for past service benefits amounted to $348,000 at September 30, 1974 and are being
funded over a maximum period of twenty years.

Note 10 CoMMITMENTS AND CONTINGENT LIABILITIES

(a) Reference is made to the commitment outlined in Note 2 with respect to Cigol incurring additional
drilling and exploration expenditures under the terms of the EIf agreement.
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(b) Asat December 31, 1973 and September 30, 1974, the companies had lodged non-interest-bearing demand
notes aggregating $2,858,000 and $5,148,000 respectively, with governmental agencies as security for
the performance of work obligations in respect of normal exploration activities. Such notes are guaranteed
by banks with which the companies do business and will be released to the companies upon performance
of their work obligations. The notes are not reflected in the accompanying balance sheet in that the
companies only become liable for the payment of such notes if they fail to fulfill the work obligations
to which the notes relate.

(c) Claims to the extent of approximately $3,400,000 U.S. have been filed against a wholly-owned subsidiary
in connection with a pipeline explosion which occurred in late 1971. Management believes that insurance
coverage is adequate to cover any and all liability which may emanate therefrom.

Note 11 SUBSEQUENT EVENT

By an agreement dated as of January 1, 1975 the company agreed to purchase, subject to certain conditions,
all of the outstanding shares of Great Plains Development Company of Canada, Ltd. Arrangements have been
made to finance the purchase principally through long-term bank borrowings. See ‘‘Acquisition of Great
Plains” for further details.

NoTE 12 SUPPLEMENTARY INCOME STATEMENT INFORMATION

The following amounts were charged directly to costs and expenses during the three years and nine months
ended September 30, 1974:
Nine Months

Year Ended December 31, Sepiﬂﬁgr 30,

1971 1972 1973 1974
Maintenance and repairs®. . ......... ... ... ..., $ — & — $§ — $ —
Depreciation, depletion and amortization of property, plant

And CqUIDIMBOE o rwe 5 wen v omms e & 155 © MeE & SRS 5 & 3 7,042 8,145 9,363 7,514

Taxes other than income taxes*. ... .. ................... —_ - — S
ReTt8¥ %o s v smres o coms % aismas & 555 5 e ¥ 500 § #Ia it 5 o 379 436 457 484
Royalties® ™ * — — - —
AdVertising COSS: « « vy vuwn + vaiw © veiy « o paw e ¥ PR % 44 46 50 35

Research and development costs. .. ..................... —- — -— —

* The companies make no payments for repairs, maintenance and taxes except for such charges (included
in operating expenses) incurred in the normal course of operating the companies’ producing properties.
Such charges cannot be readily determined and accordingly the amounts have not been reported.

** The amounts shown under this caption comprise office and equipment rents charged to costs and ex-
penses. Rents paid for exploration offices are capitalized and charged to Property, Plant and Equipment.
Lease rentals on producing properties (included in operating expenses) cannot readily be determined
and accordingly the amounts have not been reported. Non-producing lease rentals are capitalized and
charged to Property, Plant and Equipment.

**#%* The companies pay no royalties other than petroleum and natural gas royalties which are not considered
to be an operating expense but a reduction of sales, and are accounted for accordingly.
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OPINION OF INDEPENDENT CHARTERED ACCOUNTANTS

To the Directors of
GRrEAT PLAINS DEVELOPMENT CoMPANY OF CANADA, LTD.

We have examined the consolidated balance sheet of Great Plains Development Company of Canada,
Ltd. and its subsidiaries as at December 31, 1973 and the consolidated statement of income for the five
years then ended and the consolidated statements of retained earnings, contributed surplus and changes
in financial position for the three years then ended. Our examination included a general review of the account-
ing procedures and such tests of accounting records and other supporting evidence as we considered necessary
in the circumstances.

In our opinion, these consolidated financial statements present fairly the financial position of the com-
panies as at December 31, 1973 and the results of their operations and the changes in their financial position
for the periods indicated, in accordance with generally accepted accounting principles applied on a consistent
basis, after giving retroactive effect to the changes, with which we concur, in accounting for mineral ex-
ploration costs and income taxes as explained in Notes 2 and 5 respectively to the consolidated financial
statements.

Calgary, Alberta, Canada

January 25, 1974 except as to the

information contained in Note 5 to the

consolidated financial statements as to RippeLL, STEaD & Co.
which the date is May 23, 1974. Chartered Accountants
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The information provided in the financial statements of Great Plains in this Information Circular and Proxy
Statement, as well as “Management’s Discussion and Analysis of Great Plains’ Consolidated Statement of
Income”, has been furnished to N & C and Cigol by Great Plains for inclusion herein. The information
provided in the audited consolidated financial statements of Great Plains has been included herein in reliance
upon the report of Riddell, Stead & Co., independent chartered accountants, and upon the authority of
such firm as an expert in accounting and auditing. N & C and Cigol are not in a position to verify the
unaudited information.

GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.
CONSOLIDATED BALANCE SHEET

(in thousands of Canadian dollars)
December 31, September 30,
1974

1973
(Restated— (Unaudited)
Note 5]
ASSETS
CURRENT ASSETS
Cash. $ 253 $ 14
Short-term interest bearing investments, at cost, which approximates
Market. 28,953 8,620
Accounts receivable. . ... e 3,866 6,127
Inventories, at lower of cost or realizable value......................... 254 912
33,326 15,673
ProPERTY, PLANT AND EQUIPMENT (Notes 1 and 2)....................... 107,916 113,506
Accumulated depletion and depreciation............................... 35,132 38,425
72,784 75,081
OTHER ASSETS . . 1 ottt ittt e ettt e e et e e e e e 865 235
$106,975 3 90,989
LIABILITIES
CURRENT LIABILITIES
Accounts payable. ... ... $ 2,829 $ 5,739
Accrued Interest. . . ...t e 623 98
Due to parent COMPANY . .. vu ittt et e e iee e e e — 7,000
Dividend Payable:: cun o it s sio% vimis 0% 5 2500 soe it o sums winra ais smn 5 sr0sin u an 1,622 —
Incoiniertaxes (NG 9) cve s ows 5 cumn 1 908 & SRR £555 D005 & 00 SEAE Sk 250 3,671
5,324 16,508
LONG-TERM DEBT (INOte 3) ..ottt e e et e e et 32,852 2,430
DEFERRED INCOME TAXES (Note 5) ..o et e e e 19,464 19,580
CoMMITMENTS AND CONTINGENT LI1ABILITIES (Note 7)
SHAREHOLDERS’ EQUITY
CaprtraL Stock (Note 4)
Authorized
6,000,000 shares of $1 par value
Issued
3,244,864 shares (September 30, 1974 —3,245864). .................. 3,245 3,246
CONTRIBUTED SURPLUS. « « « « t ot vttt et e i et e et e et e e e e e e e e et s s 25,230 25,258
RETAINED EARNINGS. . .ottt i ittt et e e e et e e et ee s 20,860 23,967
49,335 52,471
$106,975 $ 90,989

The accompanying notes are an integral part of these financial statements.
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GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.

CONSOLIDATED STATEMENT OF RETAINED EARNINGS

(in thousands of Canadian dollars)

Nine Months
Ended

Year Ended December 31, September 30,
1971 1972 1973 1974
(Unaudited)

BALANCE AT BEGINNING OF PERIOD, as previously reported. .. $24,249 §27,342 $30,546 832,610

Adjustment to give retroactive effect to changes in account-

ing policies (Notesi2:and Shiue ¢ sos & sses sl v 5 5 o (10,332) (11,765) (13,149) (11,750)
BALANCE AT BEGINNING OF PERIOD, as restated............. 13,917 15,577 17,397 20,860
N S TICOMNIC sisuspare sivens §Haess = ooes o, sxemse siats Sipate woeTeion s, SGis s wiHas 2,941 3117 5,085 3,107
16,858 18,694 22,482 23,967

IvEIdERAS. . « .icie ssniens wiminen v wimin = simiie sscnse s sivse v miswRid sy esbia 1,281 1,297 1,622 —
BALANCE AT END OF PERIOD. .. . ..ot i ie i i e $15,577 $17,397 $20,860 $23,967

CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS

(in thousands of Canadian dollars)

Nine Months
Year Ended December 31, sgpﬁ‘,fbegr 30,
1971 1972 1973 1974
(Unaudited)
BALANCE AT BEGINNING OF PERIOD. ... ... cvvivinnr e onn $24,582 $24,625 $25,189 $25,230
Premium on issue of capital stock.................... ... 43 564 41 28
BALANCE AT END OF PERIOD. . . .o v i i et en e $24,625 825,189 $25,230 $25,258

The accompanying notes are an integral part of these financial statements,
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GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

(in thousands of Canadian dollars)

Nine Months

Year Ended December 31, SeptEé?:begr 30,
1971 1972 1973 1974
(Restated— (Restated- (Restated— (Unaudited)
Notes Notes Note 5)
Funps DERIVED FROM 2&5) 2&5)
Operations
Income before extraordinary item. . ................... $ 2941 § 3,117 § 5,085 8 5,015
Charges not requiring funds:
DIplEtion s & e & oo ¥ res P SR HEms B § S ¥ i 2,409 2,624 3,337 2,605
DEDFECIAION . - vt & womimr Sl = 5005 & B0 Kl 5 £ § W88 S8 597 661 931 688
Deferred income taxes. . . ... oot et 1,517 1,620 2:271 174
Other charges. ... ... ot — — 32 20
Funds generated from operations.................. 7,464 8,022 11,656 8,502
Sale of properties. .. ...t 119 1,467 93 1,929
Issuance of capital stock. . ... .. i 47 604 44 29
Long-term debt dditions . -« « vumr o sovmn v mwve v v s s - — 29,353 -
ORNEE = 5 e & s 5 oo 7 908 $oas DEG SES5 5 6N § SER0E S gam — — 187 144
7,630 10,093 41,333 10,604
Funps APPLIED TO
Exploration, development and acquisition of oil and gas
PEODEEEIES: & o oe 3 vion Seies © iS5 L00F Saias §9o0 Hies ¢ 55 o 9,376 3,758 10,597 6,044
Plant and qUipHent: : vau. o w00 5 5008 5o Sann 3 5 050 « o 1,983 2,374 2,313 1,475
Long-term debt reductions. . . ...... ... ... ... . ... ..., = 32 476 30,422
Dividends. . ... .. e 1,281 1,297 1,622 —
Premium on redemption of debentures. .................. —— — — 1,500
OB s ¢ s ey waranis aos o sasine susies ¥ a0 5 S09% ORI % s & 920 29 177 —_ .
12,669 7,638 15,008 39,441
INCREASE (DECREASE) IN WORKING CAPITAL. . . ............ $(5,039) $ 2,455 $26,325 $(28,837)

CONSOLIDATED SCHEDULE OF CHANGES IN WORKING CAPITAL

(in thousands of Canadian dollars)

Year Ended December 31,

Nine Months
Ended

September 30,
1974

1971 1972 1973
(Unaudited)
INCREASE (DECREASE) IN CURRENT ASSETS
Cashs: sam 2 o pwes s enas & pes v & EEE ¥ O SREG G I 8 E ST Y S $ 6 § 102 § 54 $ (239)
Short-term interest bearing investments................ i (1,000) (4,746) 25,933 (20,333)
Accounts receivable. . . ... ... (708) (56) 580 2,261
LR SR o) L (116) 24 90 658
(1,818) (4,676) 26,657 (17,653)
DECREASE (INCREASE) IN CURRENT LIABILITIES
Accounts payable and accrued interest................... (2,430) 1,652 243 (2,383)
Divident DAVADIE, . ¢ v vo § csieis T35S 5 508 5 o0 905 5 68 8 (2) (16) (325) 1,622
INCOMEe taXeS. . . o\ttt e —_ — (250) (3,421)
Due to parent COMPany . ... ...ouvuuvueieemneaaaeaae.. (789) 5,495 — (7,000)
(3,221) 7,131 (332) (11,184)
INCREASE (DECREASE) IN WORKING CAPITAL. .. ............ $(5,039) $ 2,455 $26,325 $(28,837)

The accompanying notes are an integral part of these financial statements.
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GREAT PLAINS DEVELOPMENT COMPANY OF CANADA, LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(tabular amounts shown in thousands of Canadian dollars)

(Information as at September 30, 1974 and for the nine-month period ended September 30, 1974 is unaudited.)

NoTE 1 PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of Great Plains Development Company
of Canada, Ltd. and all of its subsidiaries. All such subsidiaries are wholly-owned at December 31, 1973
and September 30, 1974. The excess of the cost of shares of purchased subsidiaries over the underlying net
book value of their assets at dates of acquisition has been included in property, plant and equipment and is
being systematically amortized on the same basis as the related assets. Reference is made to Note 2 (b)
below.

NoTE 2 PrOPERTY, PLANT AND EQUIPMENT

(a) Details
December 31, 1973 September 30, 1974
Accumulated Accumulated
Depletion and Depletion and
Cost Depreciation Net Cost  Depreciation E

il and gas properties. . ............ $ 87,530 $29,818 §$57,712  § 91,621 $32,423 $59,198
il and gas production equipment. . . . 14,661 3,825 10,836 15,942 4,380 11,562
Processing PIafits: comms « ven 5 vons wus 5,725 1,489 4,236 5,943 1,622 4,321

$107,916 835,132 §72,784  $113,506 $38,425 $75,081

(b) Depletion

The companies follow the practice of capitalizing both productive and non-productive costs related
to the exploration for and the development of oil and gas reserves, and of depleting such costs on a composite
unit of production method based on total estimated proved developed reserves.

In 1973 the companies have adopted, with retroactive effect, the policy of charging all mineral explora-
tion expenditures to earnings as incurred. This change had the effect of reducing net income as reflected in
Note (b) to the consolidated statement of income of Great Plains and subsidiaries appearing elsewhere in
this Information Circular and Proxy Statement. Comparative figures for the reporting period have been
restated to reflect this change in accounting policy. Previously, the companies followed the policy of capital-
izing all mineral exploration costs and amortizing such costs together with all other exploration and develop-
ment costs on the composite unit of production method.

(c) Depreciation
Plant, production and other equipment are depreciated on the same basis as (b) above.

(d) Retirements and Sales _

Upon retirement or sale of major items of producing property or equipment, the asset accounts are re-
lieved of the cost of such property together with the applicable accumulated depletion or depreciation. The
difference between net book value of such items and the proceeds, if any, is charged or credited to earnings.
Proceeds on sale of non-producing properties are credited to asset costs.

(e) Maintenance and Repairs

Maintenance and repairs are charged to earnings when incurred and betterments which extend the
serviceable life of properties are capitalized.

Note 3 LoNG-TErM DEBT
December 31, September 30,
1973 1974

59, Convertible Subordinated Debentures, due February 1, 1993... ... $30,000 $ —
Interest free loan from gas purchaser... . ... ..... ... ... ............ 2,852 2,430
$32,852 $2,430




As at December 31, 1973 the Debentures were redeemable through the operation of a sinking fund com-
mencing February 1, 1983. The company had the right to call the issue in whole or in part at anytime after
February 1, 1978 and could do so earlier if the weighted average price at which the shares traded for a
specified period was at least 13314 per cent (reducing to 120 per cent on February 1, 1975) of the conversion
price. The Debentures were convertible into capital stock of the company at a conversion rate equivalent to
$44 per share.

Debenture issue costs were being amortized over the term of the Debentures.

On August 21, 1974 and pursuant to the consent of the debenture holders, the Company redeemed the
Debentures at a price equal to 1059 of the principal amount thereof. The premium of $1,500,000 paid
upon redemption, together with the related unamortized debenture issue costs of $595,000 were charged to
income as an extraordinary item.

Note 4 CapriTAL STOCK

(a) Changes in Great Plains’ share capital during the three years and nine months ended September 30,

1974 were as follows:
Common Shares

Number of

Shares Amount
Balarice: JARUATY 1s 1970 v 6 won 5 ans 5 ovins 230E 5 0900 § G502 96 5 § 055 3 90009 He & 3,197,914 $3,108
Issued for cash on execcise of OPHONE. .« v un vomis oo ¢ v wEs ¢ 208 § wowh & st @ 3,750 4
Balatice: Decembier B, 19Tl o covan o o aam v w5 s svsmvn. o, e 5 S 5ot & shesns 3,201,664 3,202
Issued for cash on exercise of options... ... ... ... .. ... .. . 40,200 40
Balance December 31, 1972 . . . 3,241,864 3,242
Issued for cash on exercise of options........ ... ... ... ... .. .. ..., 3,000 3
Balarnice Deceiiber 31 1973 vo s s soons won @ vimem 5 o5 5auss 600 5 5 B0ea 5 5 & pues 3,244,864 3,245
Issued for cash on exercise of OPHONS. ... ... oo vi ittt i e 1,000 1
Balance Septeinber 30, 1974 . o o sno w sovany o @ ann v wws & pass oo & oy § v 3,245,864 $3,246

(b) Options to purchase capital stock

(i) As of December 31, 1973, there were 7,000 unoptioned shares of the capital stock of the Com-
pany reserved for the granting of options under an Incentive Share Option Plan approved by the
Directors on November 30, 1962. There were no such unoptioned shares or any other options to purchase
capital stock of the Company outstanding at September 30, 1974.

(ii) Summary of shares with respect to which options became exercisable under the Incentive Share
Option Plan during the three years and nine months ended September 30, 1974:

[‘)A‘/,’;? cf;:: N]l)arketoPri;:e
at Dat t
ggg‘::: Nur:fber Option Price Becameeg)xefci:al:)sle
Exercisable Shares Per Share Total Per Share Total
VO 5 v w3 pam ¥ pavsse o s Bass 5 WO 3 13,375 $ 9.90-$23.85 %199 $29.00-$34.875 $457
Y9735 o viiven = s 5 sasvs povs Soen & oms ¥ 9 & 12,000 14.40- 23.85 183 30.75- 33.75 402
TOT B & eers Einil o HET s b Fommss mdiire 5 seogs s 7,000 23.85- 29.70 202 29.50- 34.38 236
1074 . e 6,750 20.03- 29.70 200 28.88- 30.00 202

(iii) Summary of shares with respect to which options were exercised under the Incentive Share
Option Plan during the three years and nine months ended September 30, 1974:

DV%ifi?:}alt tl\g}arket(;’ri;:e
a t t
Ow;:_):s Nug}ber Option Price We?e eEsxer?:isggs
Exercised Shares Per Share Total Per Share Total
1071, e 3,750  $9.90-316.43 % 47 $28.50-$34.50 % 116
1072 . 40,200 9.90- 23.85 604 29.00- 35.00 1,278
1073 . 3,000 14.40 43 35.00 105
1974 . . 1,000 29.70 30 36.25 36



(iv) During the three years and nine months ended September 30, 1974 the consideration received
for such shares issued under the Incentive Share Option Plan was credited to capital stock and con-
tributed surplus as follows:

Consideration
Credited to

Number of
Shares Capital Contributed
Year Issued Stock Surplus Total
R A 3,750 $ 4 $ 43 $ 47
O 40,200 40 564 604
LOTF. . ooviie » vmme 2 vimss o sissmis scmces 3 sonin o wisse s sjmrurs wipgeze & wimee % eTesE A . 3,000 3 41 44
B 1,000 1 28 29

NoteE 5 INcoME TAXES AND CHANGE IN ACCOUNTING PoLIcy

During 1974 the companies retroactively changed to the tax allocation method of accounting as described
in Note (c) to the consolidated statement of income of Great Plains appearing elsewhere in this Information
Circular and Proxy Statement. Financial statements for periods prior to 1974 have been restated from those
previously reported to give effect to this accounting change.

NoTE 6 PENSION PLAN

Great Plains has a pension plan available to all permanent full-time employees. The plan, which is
coordinated with the Canada Pension Plan, requires contributions by participating employees and provides
pension benefits at normal retirement age. The cost of the plan for the three years and nine months ended
September 30, 1974 was as follows: 1971 —$47,000; 1972—$66,000; 1973—8$65,000; nine months ended
September 30, 1974—8§62,000.

Effective January 1, 1973, Great Plains amended the plan and past service benefit costs amounting to
$445,000 were paid in full during the year. $272,000 and $173,000 were charged to earnings and property
plant and equipment respectively in accordance with the company's accounting policy.

NoTte 7 COMMITMENTS AND CONTINGENT LIABILITIES

(a) As at December 31, 1973 and September 30, 1974, the companies had lodged non-interest-bearing de-
mand notes aggregating $628,000 and $282,000, respectively, with governmental agencies as security for the
performance of work obligations in respect of normal exploration activities. Such notes are guaranteed by
banks with which the companies do business and will be released to the companies upon performance of their
work obligations. The notes are not reflected in the accompanying balance sheet in that the companies only
become liable for the payment of such notes if they fail to fulfill the work obligations to which the notes relate.

(b) Great Plains has agreed to make payments to essentially all of its employees as of July 12, 1974 if their
employment with the company terminates on or before July 12, 1975. In the event that all such employees
so terminate, the maximum amount pavable as at September 30, 1974 would approximate $1,200,000.
Subsequent to September 30, 1974 Great Plains further agreed that such amount would be paid in two
equal instalments on July 31, 1975 and July 31, 1976 to those employees who are still in the employ of the
company on those dates.

NoTE 8 SUPPLEMENTARY INCOME STATEMENT INFORMATION
The following amounts were charged directly to expense during the three years and nine months ended
September 30, 1974:
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Year Ended Nine Months Ended

December 31, September 30,
1971 1972 1973 1974
Maintenance and repairs®. . . ... .. o $ — $ 974 $1,268 $1,065
Depreciation, depletion and amortization of property, plant
and EPIMEHE: « = ges 5 oo e+ BT PO £ DR & SO ENR TGRS 3,006 3,285 4,268 3,293
Taxes other than income taxes®. . ... ..ot nenn. — 222 295 248
Royalties™® . .. .. i i i — — — —
Rents ™ F et e - — — —

*The companies make no payments for repairs, maintenance and taxes except for such charges (included
in operating expenses) incurred in the normal course of operating the companies’ producing properties. Such
charges for 1971 could not be readily determined and accordingly the amounts were not reported. The
amounts shown under these captions reflect estimates by the company.

**The companies pay no royalties other than petroleum and natural gas royalties which are not con-
sidered to be an operating expense but a reduction of sales, and are accounted for accordingly. Rents, re-
search and development costs and advertising costs are omitted since they are less than 19, of revenues.

**+]_ease rentals on producing properties (included in operating expenses) cannot readily be determined
and accordingly the amounts have not been reported. Non-producing lease rentals are capitalized and charged
to Property, Plant and Equipment.
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SCHEDULE A

SCHEME OF ARRANGEMENT DATED DECEMBER 11, 1974
BY
NORTHERN AND CENTRAL GAS CORPORATION LIMITED

ARTICLE 1

Interpretation

In this Scheme of Arrangement, unless the context otherwise requires the following terms shall have the
meanings specified:

(i) ‘“Arrangement’’ means the arrangement pursuant to Section 193 of The Business Corporations Act
of Ontario provided for by this Scheme of Arrangement;
(i) *“*Arrangement Agreement’’ means the agreement to be made between N & C and Newco in
substantially the form annexed hereto as Exhibit [;
(iii) “‘Cigol” means Canadian Industrial Gas & Oil Ltd., a body corporate organized under the laws of
the Province of Alberta with its registered office in the City of Calgary;

(iv) “Coleman’ means Coleman Collieries Limited, a body corporate organized under the laws of the
Province of Alberta with its registered office in the Town of Coleman;

(v) “N & C” means Northern and Central Gas Corporation Limited, a body corporate organized under
the laws of the Province of Ontario with its head office in the Municipality of Metropolitan Toronto; and

(vi) “Newco' means Newco Ltd., a body corporate organized under the laws of the Province of Alberta
with its registered office in the City of Calgary.

ARTICLE II

Arrangement Agreement

The proper officers of N & C shall forthwith enter into the Arrangement Agreement on behalf of N & C
in order to implement the terms of the Arrangement.

ARTICLE III

Terms of the Arrangement
Upon the Arrangement becoming effective:

(i) N & C shall complete the sale to Newco of certain securities of Cigol and Coleman owned by N & C
as provided for in the Arrangement Agreement; and

(ii) certain of the outstanding securities of N & C shall be exchanged for securities of Newco as provided
for in the Arrangement Agreement.

ARTICLE 1V

Conditions of the Arrangement

The Arrangement shall not become effective unless and until each of the following conditions has been
satisfied:

(i) the Arrangement shall have been agreed to and adopted, with or without variation, by the holders of
the Second Preference Shares, Junior Preference Shares and Common Shares of N & C at meetings duly
called and held for the purpose of considering the same;

(ii) the Supreme Court of Ontario shall have made an order approving the Arrangement without im-
posing any term or condition which, in the opinion of the Directors of N & C, would be unduly detri-
mental to the interests of N & C or its shareholders, and the time limited for any appeal from such
order shall have expired without an appeal having been taken or, if any appeal is taken, such appeal
shall have been finally disposed of upholding the order;

133



(iii) the Lieutenant-Governor in Council of Ontario shall have given its permission, pursuant to the
provisions of The Ontario Energy Board Act of Ontario, to the above-mentioned exchange under the
Arrangement of N & C securities for Newco securities without imposing any term or condition which,
in the opinion of the Directors of N & C, would be unduly detrimental to the interests of N & C or its
shareholders;

(iv) the Public Utilities Board of Alberta shall have authorized, pursuant to the provisions of The Gas
Utilities Act of Alberta, the above-mentioned sale to Newco under the Arrangement of securities of
Cigol without imposing any term or condition which, in the opinion of the Directors of N & C, would be
unduly detrimental to the interests of N & C or its shareholders;

(v) N & C shall have received rulings from tax authorities or legal opinions as to the Canadian tax
consequences of the Arrangement in form satisfactory to the Directors of N & C;

(vi) the holders of the outstanding First Mortgage and Collateral Trust Bonds of N & C shall have
consented to the above-mentioned sale to Newco of Cigol and Coleman securities in accordance with
the provisions in that regard of the trust indenture pursuant to which such Bonds have been issued; and

(vii) in the opinion of the Directors of N & C, Cigol and Newco shall be in a position (subject only to the
filing by N & C with the Minister of Consumer and Commercial Relations of Ontario of the material
required to be filed in order that the Arrangement may become effective) to file with the Registrar of
Companies of Alberta all final court orders and all such other material as may be required to be filed to
enable a certificate of amalgamation to issue amalgamating Cigol and Newco in accordance with the
provisions of an agreement to be made between Cigol and Newco in substantially the form annexed hereto
as Exhibit I1.

The issuance of a certificate of the Minister of Consumer and Commercial Relations of Ontario bringing
the Arrangement into effect shall be deemed to be conclusive proof as to the satisfaction of such conditions.

ARTICLE V
Modification of the Arrangement

N & C may, by resolution of its Directors either before or after the Arrangement has been agreed to
and adopted by shareholders as contemplated by clause (i) of Article IV hereof, assent to any modification
or alteration of the Arrangement which the Supreme Court of Ontario, the Lieutenant-Governor in Council
of Ontario or the Public Utilities Board of Alberta may require.

ARTICLE VI
Effective Date of the Arrangement

The Directors of N & C shall take all such steps as may be necessary in order that the Arrangement
shall become effective on the fifth business day following the day on which the last of the conditions con-
tained in Article IV hereof to be satisfied shall have been satisfied.
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EXHIBIT I TO SCHEDULE A
[See Schedule B to this Information Circular and Proxy Statement.]

EXHIBIT II TO SCHEDULE A

[See Schedule C to this Information Circular and Proxy Statement.]
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SCHEDULE B
This ARRANGEMENT AGREEMENT is made as of the 11th day of December, 1974,

BETWEEN:

NORTHERN AND CENTRAL GaAs CoORPORATION LIMITED, a body corporate organized under
the laws of the Province of Ontario with its head office in the Municipality of Metropolitan
Toronto, (hereinafter called “N & C")

Or THE FIrsT PART

and

Newco LTp., a body corporate organized under the laws of the Province of Alberta with its
registered office in the City of Calgary, (hereinafter called “Newco')

OF THE SECOND PART.

Wauereas N & C proposes to make an arrangement (hereinafter referred to as the “Arrangement’)
pursuant to Section 193 of The Business Corporations Act of Ontario;

AND WHEREAS the Arrangement will become effective upon the date set forth in a certificate to be
issued by the Minister of Consumer and Commercial Relations of Ontario pursuant to Section 195 of The
Business Corporations Act of Ontario;

AND WHEREAS the parties hereto desire to enter into this Agreement for the purpose of implementing
the terms of the Arrangement;

Axp WaeErEAs N & C is authorized to issue 562,747 First Preference Shares with a par value of $50 each
issuable in series, 1,616,845 Second Preference Shares with a par value of $23 each issuable in series, 4,000,000
Junior Preference Shares with a par value of $25 each issuable in series, and 30,445,160 Common Shares with-
out par value issuable for a consideration not exceeding in the aggregate the sum of $80,000,000, of which
128,321 First Preference Shares are outstanding as $2.60 Cumulative Redeemable First Preference Shares,
First Series, 34,218 First Preference Shares are outstanding as $2.70 Cumulative Redeemable First Preference
Shares, Second Series, 7,203 Second Preference Shares are outstanding as $1.06 Cumulative Redeemable
Second Preference Shares, Series A, 1,246,417 Second Preference Shares are outstanding as $1.50 Cumulative
Redeemable Convertible Second Preference Shares, Series B, 1,500,000 Junior Preference Shares are out-
standing as $1.50 Cumulative Redeemable Convertible Junior Preference Shares, First Series, and 13,420,392
Common Shares are outstanding, all having been issued as fully paid and non-assessable;

Anp WHEREAS Newco is authorized to issue 20,000 Common Shares without par value issuable for a price
or consideration not exceeding in the aggregate the sum of $20,000, of which three Common Shares are out-
standing, having been issued as fully paid and non-assessable;

Now THEREFORE THIS AGREEMENT WITNESSETH that, in consideration of the premises and of the mutual
covenants hereinafter contained, the parties hereto agree as follows:

1. Subject to the Arrangement becoming effective, N & C shall sell to Newco and Newco shall pur-
chase from N & C as of the time at which the Arrangement shall become effective (hereinafter called the
“Effective Time""), at a price determined in accordance with paragraph 2 hereof, the following securities of
Canadian Industrial Gas & Oil Ltd. (hereinafter called ““Cigol””) and of Coleman Collieries Limited (herein-
after called “Coleman’’) owned by N & C:

13,112,529 Common Shares without par value of Cigol;

184,630 Class A Shares with a par value of $1.00 each of Coleman;
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729,007 Class B Shares with a par value of $1.00 each of Coleman;
2,580,357 6%, Redeemable Convertible Preferred Shares, First Series of Coleman;

Warrants expiring March 31, 1976 for the purchase of 258,034 Class B Shares of Coleman at a price
of $10 per share;

129, Debenture of Coleman due January 1, 1981 in the principal amount of $320,105;
9149, Debentures of Coleman due 1974 to 1978 in the principal amount of $5,427,000; and

8149, Debenture of Coleman due 1974 to 1977 in the principal amount of $2,350,000;
(hereinafter collectively called the “Securities’).

In the event that, at the Effective Time, the principal amount of any of the above-mentioned Debentures of
Coleman has been reduced, the price of such Debenture determined in accordance with paragraph 2 hereof
shall be reduced accordingly.

2. Subject to the following provisions of this paragraph, the purchase price of the Securities shall be
an amount equal to the fair market value of the Securities at the date of this Agreement as established in
good faith by the parties hereto. Such fair market value shall be established, (i) in the case of the Common
Shares of Cigol, by taking the weighted average sales price of such shares as they trade on The Toronto
Stock Exchange during the eight consecutive trading days commencing on the third trading day following
the date of this Agreement, provided that, if on any of the trading days involved in the calculation no
Common Shares of Cigol are traded on The Toronto Stock Exchange, the eight-day period shall be extended
by an additional day or days so that the length of the period in respect of which the weighted average sales
price is calculated will be eight trading days, and (ii) in the case of the shares and other securities of Coleman,
by such method as is, in the opinion of the parties hereto, reasonable in the circumstances. In the event that
the value of the Securities as finally determined for Canadian tax purposes shall be an amount other than the
purchase price of the Securities determined as above, the purchase price shall thereupon be adjusted to the
value determined for tax purposes. Each of the parties hereto hereby agrees to comply with the conditions
set forth in paragraph 1 of Interpretation Bulletin IT-169 of the Department of National Revenue or the
corresponding provisions of any successor Interpretation Bulletin.

3. Newco shall satisfy the purchase price of the Securities by issuing to N & C at the Effective Time a
note for the amount of such price in substantially the form annexed hereto as an exhibit. Prior to notice
requiring payment being given, such note shall bear interest at such annual rate as, when applied to the
stated principal amount of the note, will result in the payment of an annual interest charge of approximately
$6,300,000. In the event that the price of the Securities is adjusted by reason of the final determination of the
value of the Securities for Canadian tax purposes as contemplated by paragraph 2 hereof, then the stated
principal amount of the note and the stated interest rate shall thereupon be adjusted accordingly.

4, N & C hereby represents and warrants to Newco that N & C will be at the Effective Time the
beneficial owner of the Securities free from any lien, charge or encumbrance.

5. Immediately prior to the Effective Time, Newco shall increase its authorized share capital so that it
will consist of (i) 1,253,620 First Preference Shares, of which 7,203 shares will be authorized for issuance as
$1.06 Cumulative Redeemable First Preference Shares, Series A and 1,246,417 shares will be authorized for
issuance as $1.50 Cumulative Redeemable Convertible First Preference Shares, Series B, (ii) 1,500,000
Junior Preference Shares, all of which will be authorized for issuance as $1.50 Cumulative Redeemable
Convertible Junior Preference Shares, First Series, and (iii) 13,500,000 Common Shares without par value
issuable for a price or consideration not exceeding in the aggregate the sum of $80,000,000.
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In the event that at the Effective Time the fair market value of the $1.06 Cumulative Redeemable Second
Preference Shares, Series A of N & C is, in the opinion of the parties hereto, less than $25.00, the par value
of the $1.06 Cumulative Redeemable First Preference Shares, Series A of Newco shall be an amount equal
to such fair market value or, if such fair market value is not an even dollar amount, the next lowest amount
that is an even dollar amount; otherwise the par value of the $1.06 Cumulative Redeemable First Preference
Shares, Series A of Newco shall be $25.00. In the event that at the Effective Time the fair market value of
the $1.50 Cumulative Redeemable Convertible Second Preference Shares, Series B of N & C is, in the opinion
of the parties hereto, less than $25.00, the par value of the $1.50 Cumulative Redeemable Convertible
First Preference Shares, Series B of Newco shall be an amount equal to such fair market value or, if such fair
market value is not an even dollar amount, the next lowest amount that is an even dollar amount; otherwise
the par value of the $1.50 Cumulative Redeemable Convertible First Preference Shares, Series B of Newco
shall be $25.00. In the event that at the Effective Time the fair market value of the $1.50 Cumulative
Redeemable Convertible Junior Preference Shares, First Series of N & C is, in the opinion of the parties
hereto, less than $25.00, the par value of the $1.50 Cumulative Redeemable Convertible Junior Preference
Shares, Iirst Series of Newco shall be an amount equal to such fair market value or, if such fair market value
is not an even dollar amount, the next lowest amount that is an even dollar amount; otherwise the par value
of the $1.50 Cumulative Redeemable Convertible Junior Preference Shares, First Series of Newco shall
be $25.00.

6. Subject to the Arrangement becoming effective, each holder of a $1.06 Cumulative Redeemable
Second Preference Share, Series A, $1.50 Cumulative Redeemable Convertible Second Preference Share,
Series B, $1.50 Cumulative Redeemable Convertible Junior Preference Share, First Series, or Common Share
of N & C shall be deemed to have been issued as of the Effective Time a fully-paid and non-assessable share
of the corresponding series or class of shares of Newco in exchange for each such share of N & C as follows:

Newco Shares to be Issued N & C Shares to be Exchanged

1 $1.06 Cumulative Redeem- 1 $1.06 Cumulative Redeem-
able First Preference able Second Preference
Share, Series A Share, Series A

1 $1.50 Cumulative Redeem- 1 $1.50 Cumulative Redeem-
able Convertible First able Convertible Second
Preference Share, Series B Preference Share, Series B

1 $1.50 Cumulative Redeem- 1 $1.50 Cumulative Redeem-
able Convertible Junior able Convertible Junior
Preference Share, First Preference Share, First
Series Series

1 Common Share 1 Common Share

Each holder of a scrip certificate evidencing the right to receive a certificate for Common Shares of N & C
upon surrendering such scrip certificate together with other scrip certificates evidencing similar rights
aggregating a whole number of shares, shall be deemed to have been issued as of the Effective Time, in
exchange for such N & C scrip certificate, a scrip certificate evidencing an equivalent right in respect of Com-
mon Shares of Newco.

7. N & C and Newco may, by resolution of their respective Directors, either before or after the
Arrangement has been agreed to and adopted by shareholders as contemplated by clause (i) of Article IV
of the scheme setting forth the Arrangement, assent to any modification or alteration of this Agreement
which the Supreme Court of Ontario, the Lieutenant-Governor in Council of Ontario or the Public Utilities
Board of Alberta may require.

8. Time shall be of the essence of this Agreement.
138



In WitneEss WHEREOF this Agreement has been duly executed by the parties hereto under their respec-
tive corporate seals as witnessed by the signatures of their respective proper officers in that behalf.
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NORTHERN AND CENTRAL GAS CORPORATION
LIMITED

per: “Edmund C. Bovey"”

Chairman of the Board and
Chief Executive Officer

(corporate seal)

per: “"Edward G. Battle”

President

NeEwco LTp.

per: “Edmund C. Bovey”

President

(corporate seal)

per: “Edward G. Battle”

Director



EXHIBIT TO SCHEDULE B

NEWCO LTD.
$ Demand Subordinated Note
1. For value received, Newco Ltd. (the “Company’’) hereby promises to pay to Northern and Central
Gas Corporation Limited (“Northern and Central™) the principal sum of § in lawful money of Canada

at the main branch of the Canadian Imperial Bank of Commerce in the City of Toronto on such date as
Northern and Central in its complete discretion may require by notice in writing given to the Company at
least sixty days prior to the date on which payment is required to be made, and to pay interest on the said
principal amount or on the balance thereof from time to time remaining unpaid in like money and at the
same place at the rate of 9 per annum from the date hereof until notice requiring payment of the principal
hereof shall have been given by Northern and Central to the Company, and thereafter at a rate equal to
the prime domestic corporate lending rate of the Canadian Imperial Bank of Commerce. Interest will be
payable on March 15 and September 15 in each year, commencing with September 15, 1975.

2. The Company may at any time and from time to time on at least sixty days’ notice in writing to
Northern and Central pay off this note in whole or in part by paying the principal amount of this note, or
the amount hereof to be prepaid, together with interest accrued on the amount to be prepaid to the pre-
payment date. Upon any partial prepayment of this note Northern and Central shall make this note available
to the Company at the said branch of the Canadian Imperial Bank of Commerce for notation thereon of
the portion of the principal so prepaid. Notice of prepayment having been given as aforesaid, the principal
amount to be prepaid and the interest thereon to the date of prepayment shall on the date designated in
such notice become due and payable, and from and after such date, unless the Company shall default in
payment of such principal amount and interest as aforesaid, interest on such principal amount shall cease
to accrue.

3. Anything herein to the contrary notwithstanding, the principal of, and interest on, this note shall
be subordinate, and junior in right of payment, to Prior Indebtedness of the Company, to the extent and
in the manner hereinafter set forth:

3.1 In the event of any payment or distribution of assets of the Company upon any dissolution or
winding-up or liquidation or scheme of arrangement (or reorganization equivalent thereto) of the
Company, pursuant to the Companies’ Creditors Arrangement Act, the Bankruptcy Act, the Winding-up
Act, or any bankruptcy, insolvency or analogous law of Canada or of any province thereof, or in the
event of an assignment for the benefit of creditors or any other marshalling of the assets and liabilities of
the Company for the benefit of creditors:

(a) the holders of all Prior Indebtedness shall first be entitled to receive payment in full, in accor-
dance with the terms of such Indebtedness, of the principal thereof and premium, if any, and interest
thereon, before the holder of this note shall be entitled to receive any payment upon the principal
of, or interest on, this note, and to that end the holder of this note by its acceptance hereof assigns
to the holders of Prior Indebtedness or their Designated Representatives, for the purposes and to
the extent set forth in this subsection, all its right, title and interest to and in any payment or
distribution of assets of the Company of any kind or character, whether in cash, property or securi-
ties, to which the holder of this note would be entitled, except for securities of the Company which
are subordinate and junior in right of payment, at least to the extent herein provided, to the pay-
ment of all Prior Indebtedness then outstanding, all to the extent necessary to provide for payment
of all Prior Indebtedness in full, in accordance with the terms of such Indebtedness, but prior to
any payment upon the principal of or interest on this note;

(b) in the event that, notwithstanding the provisions of subsection (a) hereof, any payment or
distribution of assets of the Company of any kind or character, whether in cash, property or
securities, except for securities of the Company which are subordinate, at least to the extent herein
provided, and junior in right of payment to the payment of all Prior Indebtedness then outstanding,
shall be received by the holder of this note before all Prior Indebtedness shall have been paid in full,
in accordance with the terms of such Indebtedness, such payment or distribution shail be paid over
by such holder to the holders of Prior Indebtedness or their Designated Representatives, rateably
according to the aggregate amount of principal and premium, if any, and interest remaining unpaid
on such Indebtedness represented by each, to the extent necessary to pay all Prior Indebtedness
in full, in accordance with the terms of such Indebtedness; and
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(c) whenever all Prior Indebtedness shall have been paid in full, in accordance with the respective
terms thereof, the holder of this note shall be entitled to receive payment from any assets then
available for such payment.

3.2 In the event that a Prior Indebtedness Default shall have occurred and be continuing (unless such
Prior Indebtedness Default shall be continuing for more than six months and there is pending no legal
proceeding with a view to having such Prior Indebtedness Default remedied), the Company and the
holder of this note, by its acceptance hereof, agree that:

(a) the Company shall not purchase this note or make any payment of the principal of, or interest
hereon, except regular interest payments which are made no more than 10 days prior to an interest
payment date;

(b) if the holder of this note shall receive from the Company any payment of the principal of, or
interest on, this note, except payments of interest permitted pursuant to the preceding paragraph
(a), then (A) the holder of the note shall hold such amount, in trust for the benefit of the holders
of Prior Indebtedness, rateably according to, and to the extent of, the aggregate amount of
principal and premium, if any, and interest on each class of such Indebtedness remaining unpaid
at the time of the occurrence of such Prior Indebtedness Default; and (B) the holder of this
note shall from time to time pay over to the Designated Representative of each class of Prior In-
debtedness, from the amount so held in trust for the benefit of such class, so much as shall at the
time of such payment have become due, and remain unpaid, of the principal and premium, if any,
and interest on such class, or, if the amount so due and unpaid shall be greater than the amount so
held in trust for the benefit of such class, then the entire amount so held; provided, however, that if
such Prior Indebtedness Default, and all other Prior Indebtedness Defaults that shall have oc-
curred, shall be cured or waived, and all amounts that shall have become due for principal of, pre-
mium, if any, and interest on, all Prior Indebtedness shall have been paid (whether by the Com-
pany or by application by the holder of this note of the amounts received as aforesaid), and the
holder of this note shall have received from the Company an officers’ certificate, signed by the Com-
pany’s President or any Vice-President and its Treasurer or any Assistant Treasurer, to that effect
and either (x) shall have received a similar certificate from the Designated Representative of each
class of Prior Indebtedness as to the payment in full of all amounts due in respect of such class, or
(y) shall not, within 10 days after written request by the holder of this note to each such Designated
Representative, have received a statement to the contrary from any such Designated Representa-
tive, such trusts for the benefit of the holders of Prior Indebtedness and their Designated Repre-
sentatives shall terminate.

3.3 Subject to the payment in full of all Prior Indebtedness, in accordance with the terms of such
Indebtedness, the holder of this note shall be subrogated to the rights of the holder or holders of the
Prior Indebtedness to receive payments or distributions of assets of the Company applicable to such
Prior Indebtedness, to the extent of the application thereto of moneys or other assets which would have
been received by the holder of this note but for the provisions of this section 3, until the principal of,
and interest on, this note shall be paid in full; it being understood that the provisions of this section 3
are intended solely for the purpose of defining the relative rights of the holders of this note and of Prior
Indebtedness, and nothing in this section 3 or elsewhere is intended to or shall impair the obligation of
the Company, subject to the rights of the holders of the Prior Indebtedness, to pay to the holder of
this note the principal of, and interest on, this note as and when the same shall become due and payable
in accordance with its terms, or to affect the relative rights of the holder of this note and creditors
of the Company other than the holders of Prior Indebtedness, nor shall anything in this note prevent
the holder of this note from exercising all remedies otherwise permitted by applicable law, upon default
under this note, subject, in any event, to the rights, if any, under this section 3 of the holders of Prior
Indebtedness in respect of any payment or distribution of cash, property or securities of the Company
received upon the exercise of any such remedy.

3.4 The holders of any Prior Indebtedness may at any time in their discretion renew or extend the time
of payment of the Prior Indebtedness so held or exercise any other of their rights under the Prior Indebt-
edness, including, without limitation, the waiver of default thereunder, all without notice to or assent
from the holder of this note. No compromise, alteration, amendment, modification, extension, renewal
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or other change of, or waiver, consent or other action in respect of, any liability or obligation under or in
respect of, or of any of the terms, covenants or conditions of, any indenture or agreement under which
any class of Prior Indebtedness shall have been issued, or of any class of Prior Indebtedness, and no
release of property subject to the lien of any indenture, whether or not such release is in accordance
with the provisions of such indenture, shall in any way alter or affect any of the provisions of this
note relating to the subordination hereof.

3.5 The Company covenants that it will (i) at least annually deliver to the holder of this note an officers’
certificate signed by the President or any Vice-President and the Treasurer or any Assistant Treasurer
of the Company showing in reasonable detail the Prior Indebtedness outstanding as of the date of such
certificate by classes and the Designated Representative of each class, and (i) immediately upon the
creation, payment or discharge of any class of Prior Indebtedness or upon the increase or decrease
thereof, deliver to the holder of this note an officers’ certificate, signed in like manner, to the effect that
such Prior Indebtedness has been so created, paid, discharged, increased or decreased and stating the
respective names and addresses of the holders of such Prior Indebtedness and, in case of the creation of
any class of Prior Indebtedness, stating the name of the Designated Representative thereof.

3.6 The Company will not purchase this note, or make any payment of the principal of, or interest on,
this note or make any other payments or distributions to any persons with respect hereto (other than
payments of interest in accordance with paragraph (a) of subsection 3.2) unless full payment of all
amounts then due on Prior Indebtedness has been made or duly provided for in accordance with the
terms thereof.

3.7 The holder of this note by its acceptance hereof expressly authorizes, and shall be conclusively
deemed to have authorized, the Company in connection with any indebtedness heretofore or hereafter
incurred, which is for money borrowed by the Company or for money borrowed by others for the payment
of which the Company is responsible or liable, or is incurred, assumed or guaranteed by the Company in
connection with the acquisition by it or by any Subsidiary of any business, properties or other assets,
or is a renewal, extension or refunding of any such indebtedness, to provide that such indebtedness
constitutes or when created, guaranteed, or assumed shall constitute Prior Indebtedness within the
meaning of this section 3 and that this note is subordinated thereto as in this section 3 provided.

3.8 The holder of this note by its acceptance hereof irrevocably appoints the Company its agent and
attorney-in-fact for the purpose of executing and delivering agreements of subordination with provisions
identical in effect to the foregoing provisions of this section 3 in favour of the holders of all present and
future Prior Indebtedness, and their successors in interest. The Company shall keep on file at its
principal office in Toronto, Canada, copies of all such agreements of subordination executed and delivered
by it pursuant to this section 3 and such copies shall be open to inspection by the holder of this note or
by any of the holders of Prior Indebtedness at such office during regular business hours.

3.9 As used herein, the following terms shall have the following respective meanings:
“Company” means Newco Ltd. and also includes any successor corporation.

“Designated Representative’” means, as applied to any class of Prior Indebtedness which shall
have been issued under an indenture, the trustee or trustees under such indenture, except that, if
any other person shall be designated in writing to the holder of this note by the holders of a majority
of the outstanding principal amount of such class of Prior Indebtedness, such person shall be the
Designated Representative of such class; and, as applied to any other class of Prior Indebtedness,
the person designated in writing to the holder of this note by the holders of a majority of the out-
standing principal amount thereof, or, in the absence of such designation, the person designated
in writing to the holder of this note by the Company.

“person’ means and includes an individual, a partnership, a corporation, a trust, an unincorporated
organization and a government or any department or agency thereof.

“Prior Indebtedness” means the principal of and premium, if any, and interest on (a) all indebted-
ness of the Company now outstanding or hereafter incurred for money borrowed by the Company
(including all indebtedness to banks or other financial institutions evidenced by notes or other
written obligations) or for money borrowed by others (including all indebtedness to banks or other
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financial institutions evidenced by notes or other written obligations) for the payment of which the
Company is responsible or liable, directly or indirectly by guarantee or otherwise, (b) indebtedness
of the Company incurred, assumed or for which it is responsible or liable, directly or indirectly by
guarantee or otherwise, in connection with the acquisition, by lease or otherwise, by the Company
or by any Subsidiary of any business, properties or other assets, in each case whether outstanding
on the date of this note or outstanding hereafter, and (c) amendments, renewals, extensions and
refundings of any such indebtedness; provided, however, that such indebtedness shall not constitute
Prior Indebtedness if by the terms of the instrument (including amendments or supplements thereto)
creating or evidencing such indebtedness, or under or pursuant to which the same is issued or out-
standing or assumed or guaranteed, it is specifically provided that such indebtedness is not Prior
Indebtedness for the purposes hereof and is not superior in right of payment to the principal of
and interest on this note.

“Prior Indebtedness Default”’ means the occurrence of any event which would permit the holder
or holders of any class of Prior Indebtedness, or one or more representatives or trustees in their
behalf, to declare such Prior Indebtedness due and payable prior to the stated maturity thereof.

“Subsidiary” means any corporation more than 50%, of the outstanding voting shares of which at
the time is owned or controlled directly or indirectly by the Company and/or by one or more
Subsidiaries. The term “voting shares’’ in the foregoing provision shall mean shares of a corporation
having general voting power under ordinary circumstances to elect a majority of the Board of
Directors (or the managers or trustees, if any) of such corporation, irrespective of whether or not
at the time shares of any other class or classes shall have or might have voting power by reason of
the happening of any contingency.

“‘successor corporation’” means (a) any corporation into or with which the Company is amalga-
mated or otherwise merged and any corporation resulting therefrom, and (b) any corporation to
which the Company transfers its undertaking and assets as an entirety or substantially as an entirety,
provided in every case that such other corporation becomes liable to pay the principal of and interest
on this note in accordance with the terms hereof.

IN WITNESS WHEREOF the Company has executed this note under its corporate seal this  day of

. 1975,
NEwco Ltp.
POEL: ciivass soamase ) Eiomvig & Fegeiisse » ¥R T e
DPerivs s Sopilaeis B Eeeg o
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SCHEDULE C
This AMALGAMATION AGREEMENT is made as of the 11th day of December, 1974,

BETWEEN:

CANADIAN INDUSTRIAL Gas & O1L Ltp., a body corporate organized under the laws of the
Province of Alberta with its registered office in the City of Calgary,
(hereinafter called “Cigol'")

OF THE FirsT PART

and

NEwco L1p., a body corporate organized under the laws of the Province of Alberta with its
registered office in the City of Calgary,
(hereinafter called “Newco”)

Or THE SEecoND PART.

WaEeREAs Cigol and Newco were both organized under The Companies Act of Alberta (the “Act”) and
are presently in good standing in this jurisdiction;

AND WHEREAsS Cigol and Newco acting under the authority of Section 156 of the Act have agreed to
enter into this Agreement for the amalgamation (hereinafter called the “Amalgamation’’) of Cigol and Newco
into one company to be known by the name “Norcen Energy Resources Limited” (hereinafter called the
“Company”);

AND WHEREAS such amalgamation forms part of a reorganization involving Northern and Central Gas
Corporation Limited (“N & C"), a body corporate organized under the laws of the Province of Ontario with
its head office in the Municipality of Metropolitan Toronto, Cigol and Newco and, pursuant to the terms of
such reorganization, N & C is to make an arrangement under The Business Corporations Act of Ontario prior
to such amalgamation whereby N & C and Cigol will become subsidiaries of Newco (which arrangement is set
forth in the scheme of arrangement annexed hereto as Exhibit I and is hereinafter called the “Arrangement’’);

AND WHEREAS Cigol is authorized to issue 50,000,000 Common Shares without par value issuable for a
price or consideration not exceeding in the aggregate the sum of $50,000,000, of which 21,644,128 Common
Shares are outstanding, having been issued as fully paid and non-assessable, and 449,091 Common Shares
have been reserved for issuance upon the exercise of options and convertible debt instruments;

AND WHEREAS Newco is authorized to issue 20,000 Common Shares without par value issuable for a
price or consideration not exceeding in the aggregate the sum of $20,000, of which three Common Shares
are outstanding, having been issued as fully paid and non-assessable;

AnD WHEREAS, under the terms of the Arrangement, Newco is to increase its authorized capital, imme-
diately prior to the Arrangement becoming effective, so that Newco’s authorized capital will consist of
(i) 1,253,620 First Preference Shares, issuable in series, of which 7,203 shares will be authorized for issuance
as $1.06 Cumulative Redeemable First Preference Shares, Series A and 1,246,417 shares will be authorized
for issuance as $1.50 Cumulative Redeemable Convertible First Preference Shares, Series B, (ii) 1,500,000
Junior Preference Shares, issuable in series, all of which will be authorized for issuance as $1.50 Cumulative
Redeemable Convertible Junior Preference Shares, First Series, and (iii) 13,500,000 Common Shares;

AND WHEREAS, upon the Arrangement becoming effective, Newco will own 13,112,529 Common Shares
of Cigol, and Newco will have outstanding the same number of its $1.06 Cumulative Redeemable First Prefer-
ence Shares, Series A, of its $1.50 Cumulative Redeemable Convertible First Preference Shares, Series B,
of its $1.50 Cumulative Redeemable Convertible Junior Preference Shares, First Series, and of its Common
Shares as the number of N & C’s $1.06 Cumulative Redeemable Second Preference Shares, Series A, N & C’s
$1.50 Cumulative Redeemable Convertible Second Preference Shares, Series B, N & C’s $1.50 Cumulative
Redeemable Convertible Junior Preference Shares, First Series, and N & C’s Common Shares, respectively,
that were outstanding immediately prior to the Arrangement becoming effective;
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AND WHEREAS each party hereto has made full and complete disclosure to the other party hereto of its

known assets and liabilities;

AND WHEREAS it is desirable that the Amalgamation should be effected;

Now THEREFORE THIS AGREEMENT WITNESSETH that, in consideration of the premises and of the mutual

covenants hereinafter contained, the parties hereto agree as follows:

1.

Cigol and Newco shall amalgamate, under the provisions of Section 156 of the Act, and continue as one

company (the Company) limited by shares, being a public company, under the terms and conditions here-
inafter set out.

2,
3.

The name of the Company shall be “Norcen Energy Resources Limited”.

The objects of the Company shall be as follows:

(a) to process, explore and drill for, produce and accumulate oil, gas, coal, any other minerals or sources
of energy, and by-products or derivatives of any of the foregoing;

(b) to refine, process, treat, manufacture, store, transmit, transport, distribute and in any manner what-
soever deal in or with oil, gas, coal, any other minerals or sources of energy, and by-products or deriva-
tives of any of the foregoing;

(c) to construct, own and operate pipelines and plants and all appurtenances relative thereto for the
gathering, refining, processing, treating, storing, transmitting, transporting, distributing and/or de-
livering of gases, liquids and solids or any of them;

(d) to manufacture, produce, provide, furnish, distribute or sell goods and services of every nature and
kind whatsoever; and

(¢) toinvest in the shares, bonds, debentures or other securities of any other company or organization
and to manage, supervise, control or in any other manner whatsoever participate in the business, opera-
tion or undertaking of any other company or organization of which the Company holds any shares,
bonds, debentures or other securities or in which the Company has any other interest.

In the interpretation of the foregoing objects, the meaning of any particular object of the Company shall

not be restricted by reference to or inference from any other object or the name of the Company or by the
juxtaposition of two or more objects and, in the event of any ambiguity, this provision shall be construed
in such manner as to widen and not to restrict the objects of the Company.

The Company shall have the powers set forth in the Act.

4. The names, occupations and places of residence of the first Directors of the Company shall be as follows:
Name Occupation Place of Residence
Edward G. Battle Executive 44 Charles Street West,
Apartment 4102,
Toronto, Ontario.
Edmund C. Bovey Executive 33 York Ridge Road,
Willowdale, Ontario.
C. Spencer Clark Executive Spring Drive,
The Highlands,
Seattle, Washington,
U.S:A.
E. Jacques Courtois Queen's 9 Chelsea Place,
Counsel Montreal, Quebec.
J. lan Crookston Executive 70 Ardwold Gate,
Toronto, Ontario.
Edward A. Galvin Executive 4103 Crestview Road S.W.,
' Calgary, Alberta.
F. A. M. Huycke Queen's 39 Rosedale Heights Drive,
Counsel Toronto, Ontario.
Raymond Lavoie Executive 69 Maplewood Avenue,

Montreal, Quebec.
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Name QOccupation Place of Residence

A. Searle Leach Executive 761 Wellington Crescent,
Winnipeg, Manitoba.
Richey B. Love Queen's 72 Baycrest Place S'W.,
Counsel Calgary, Alberta.
Blancke Noyes Investment 373 Brookside Drive,
Banker Darien, Connecticut,
U.S.A.
Linden J. Richards Executive 46 Medford Place,
Calgary, Alberta.
Henry S. Romaine Executive 162 Croton Lake Road,
Mt. Kisco, New York,
U.S.A.
William I. M. Turner, Jr. Executive 4294 Montrose Avenue,
Westmount,

Montreal, Quebec,

Adam H. Zimmerman Executive 15 Edgar Avenue,
Toronto, Ontario.

5. The said first Directors shall hold office until the first annual meeting of the Company or until their
successors are elected or appointed. The subsequent Directors shall be elected each year thereafter as pro-
vided for in the Articles of Association of the Company.

6. The names of and the offices to be held respectively by the principal officers of the Company, until others
are elected or appointed by the Directors of the Company in their place, shall be as follows:

Name Office Held

Edmund C. Bovey Chairman of the Board

C. Spencer Clark Vice-Chairman of the Board
Edward A. Galvin Vice-Chairman of the Board
Edward G. Battle President

Timothy G. Sheeres Secretary-Treasurer

7. The authorized capital of the Company shall be $132,500,000 divided into 1,300,000 First Preference
Shares with a par value of $25.00 each, issuable in series, and 4,000,000 Junior Preference Shares with a par
value of $25.00 each, issuable in series. The Company shall also be authorized to issue 50,000,000 Common
Shares without par value, provided that such Common Shares shall not be issued for a price or consideration
exceeding in the aggregate the sum of $150,000,000.

The rights, restrictions, conditions and limitations attaching to the Preference Shares of the Company
shall be as follows:

First Preference Shares

The First Preference Shares shall, as a class, have attached thereto the following rights, restrictions,
conditions and limitations:

(1) Inaddition to the first series of the First Preference Shares designated “$1.06 Cumulative Redeem-
able First Preference Shares, Series A" and the second series of the First Preference Shares designated
“$1.50 Cumulative Redeemable Convertible First Preference Shares, Series B’ hereinafter referred to,
the First Preference Shares may at any time or from time to time be issued in one or more series, each
additional series to consist of such number of shares as may before the issue thereof be determined by
the Directors; the Directors of the Company may (subject as hereinafter provided) by resolution fix
from time to time before the issue thereof the designation, rights, restrictions, conditions and limitations
attaching to the First Preference Shares of each additional series including, without limiting the gener-
ality of the foregoing, the rate of preferential dividends, the dates of payment thercof, the redemption
price and terms and conditions of redemption, conversion rights (if any) and any sinking fund or
other provisions.
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(2) The First Preference Shares of each series shall be entitled to preference over the Common Shares of
the Company and any other shares ranking junior to the First Preference Shares with respect to
priority in payment of dividends and in the distribution of assets in the event of liquidation, dissolution
or winding-up of the Company, whether voluntary or involuntary, or any other distribution of the assets
of the Company among its shareholders for the purpose of winding up its affairs and may also be given
such other preferences over the Common Shares of the Company and any other shares ranking junior
to the First Preference Shares as may be determined as to the respective series authorized to be issued.

(3) The First Preference Shares of each series shall rank on a parity with the First Preference Shares of
every other series with respect to priority in payment of dividends and in the distribution of assets in the
event of liquidation, dissolution or winding-up of the Company, whether voluntary or involuntary, or
any other distribution of the assets of the Company among its shareholders for the purpose of winding
up its affairs,

(4) The deletion or variation of any right, restriction, condition or limitation attaching to the First
Preference Shares as a class or the creation of preference shares ranking in priority to or on a parity with
the First Preference Shares must be authorized by at least three-fourths of the votes cast at a meeting of
the holders of the First Preference Shares duly called for that purpose and held upon at least 21 days’
notice at which the holders of at least a majority of the outstanding First Preference Shares are present
or represented by proxy; if at any such meeting the holders of a majority of the outstanding First Pre-
ference Shares are not present or represented by proxy within one-half hour after the time appointed for
such meeting, then the meeting shall be adjourned to such date being not less than 21 days later and to
such time and place as may be appointed by the chairman and not less than 21 days' notice shall be given
of such adjourned meeting but it shall not be necessary in such notice to specify the purpose for which
the meeting was originally called; at such adjourned meeting the holders of the First Preference Shares
present or represented by proxy may transact the business for which the meeting was originally called
and a resolution passed thereat by not less than three-fourths of the votes cast at such meeting shall
constitute the authorization of the holders of the First Preference Shares referred to above; the formalities
to be observed in respect of the giving of notice of any such meeting or adjourned meeting and the con-
duct thereof shall be those from time to time prescribed by the Articles of Association of the Company
with respect to meetings of shareholders.

(5) The Company shall not redeem, purchase, reduce or otherwise pay off less than all the First Pref-
erence Shares then outstanding unless all dividends, up to and including the dividend payable on the last
preceding dividend payment date, on all the First Preference Shares then outstanding shall have
been declared and paid or provided for.

The first series of the First Preference Shares shall consist of 7,203 shares with a par value of
$25.00 each which shall be designated “$1.06 Cumulative Redeemable First Preference Shares, Series A"
(hereinafter called the “First Preference Shares, Series A'") and which, in addition to the rights, restrictions,
conditions and limitations attaching to the First Preference Shares as a class, shall have attached thereto the
following:

(1) The holders of the First Preference Shares, Series A shall be entitled to receive and the Company
shall pay thereon as and when declared by the Directors out of the moneys of the Company properly
applicable to the payment of dividends fixed cumulative preferential cash dividends at the rate of $1.06
per share per annum payable by quarterly instalments of 2614¢ each on the first day of February, May,
August and November in each year; such dividends shall accrue from the effective date of the Amalga-
mation; cheques of the Company payable at par at any branch of the Company’s bankers for the time
being in Canada (far northern branches excepted) shall be issued in respect of such dividends and pay-
ment thereof shall satisfy such dividends; if on any dividend payment date the dividend payable on such
date is not paid in full on all the First Preference Shares, Series A then outstanding, such dividend or the
unpaid part thereof shall be paid on a subsequent date or dates determined by the Directors of the Com-
pany on which the Company shall have sufficient moneys properly applicable to the payment of the
same; the holders of the First Preference Shares, Series A shall not be entitled to any dividends other
than or in excess of the cash dividends hereinbefore provided for.

(2) In the event of the liquidation, dissolution or winding-up of the Company or any other distribution

of assets of the Company among its shareholders for the purpose of winding up its affairs, the holders of

the First Preference Shares, Series A shall be entitled to receive an amount equal to the amount paid
up thereon (not exceeding the par value thereof), together with a premium of ten per cent of such amount,
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plus all accrued and unpaid dividends thereon (which for such purpose shall be calculated as if such
dividends were accruing for the period from the expiration of the last quarterly period for which dividends
have been paid up to the date of distribution), before any amount shall be paid or any property or assets
of the Company distributed to the holders of the Common Shares or shares of any other class ranking
junior to the First Preference Shares, Series A; after payment to the holders of the First Preference
Shares, Series A of the amount so payable to them, such holders shall not be entitled to share in any
further distribution of the property or assets of the Company.

(3) Subject to the provisions of sub-paragraph (3) of the provisions attaching to the First Preference
Shares as a class, and to the Act, the Company may, in addition to its right to redeem First Preference
Shares, Series A in the manner and on the terms provided in sub-paragraphs (4) and (5) below, at any
time or times purchase (if obtainable) for cancellation all or any part of the First Preference Shares, Series
A outstanding from time to time in the market (including purchase through or from an investment dealer
or a firm holding membership on a recognized stock exchange) or by invitation for tenders addressed to all
the holders of record of the First Preference Shares, Series A outstanding at the lowest price or prices at
which, in the opinion of the Directors, such shares are obtainable but not exceeding an amount equal to
the amount paid up thereon (not exceeding the par value thereof), together with a premium of ten per
cent of such amount, plus costs of purchase and all accrued and unpaid dividends thereon (which for
such purpose shall be calculated as if such dividends were accruing for the period from the expiration of
the last quarterly period for which dividends have been paid up to the date of purchase); if upon any
invitation for tenders under the provisions of this sub-paragraph (3) more First Preterence Shares, Series
A are tendered at a price or prices acceptable to the Company than the Company is willing to purchase,
the Company will accept, to the extent required, the tenders submitted at the lowest price and then, if
and as required, the tenders submitted at the next progressively higher prices and, if more shares are
tendered at any such price than the Company is prepared to purchase, the shares tendered at that price
will be purchased as nearly as may be pro rata (disregarding fractions) according to the number of First
Preference Shares, Series A so tendered by each of the holders of First Preference Shares, Series A who
submitted tenders at that price.

(4) Subject to the provisions of sub-paragraph (5) of the provisions attaching to the First Preference
Shares as a class, the Company may upon giving notice as hereinafter provided redeem at any time the
whole or from time to time any part of the then outstanding First Preference Shares, Series A on payment
for each share to be redeemed of an amount equal to the amount paid up thereon (not exceeding the par
value thereof), together with a premium of ten per cent of such amount and all accrued and unpaid divi-
dends thereon (which for such purpose shall be calculated as if such dividends were accruing for the
period from the expiration of the last quarterly period for which dividends have been paid up to the
date of redemption).

(3) In any case of redemption of First Preference Shares, Series A under sub-paragraph (4) of these
provisions, the Company shall at least 30 days before the date specified for redemption mail to each
person who at the date of mailing is a registered holder of First Preference Shares, Series A to be redeemed
a notice in writing of the intention of the Company to redeem such First Preference Shares, Series A:
such notice shall be mailed in a prepaid letter addressed to each such shareholder at his address as it
appears on the books of the Company or in the event of the address of any such shareholder not so
appearing then to the last known address of such shareholder; provided, however, that accidental failure
or omission to give any such notice to one or more of such holders shall not affect the validity of such
redemption; such notice shall set out the redemption price and the date on which redemption is to take
place and, if part only of the First Preference Shares, Series A held by the person to whom such notice
is addressed is to be redeemed, the number thereof so to be redeemed; on or after the date so specified for
redemption the Company shall pay or cause to be paid to or to the order of the registered holders of the
First Preference Shares, Series A to be redeemed the redemption price on presentation and surrender
at the registered office of the Company or any other place designated in such notice of the certificates
representing the First Preference Shares, Series A so called for redemption; such payment shall be made
by cheque payable at par at any branch of the Company’s bankers for the time being in Canada (far
northern branches excepted); if part only of the First Preference Shares, Series A represented by any
certificate shall be redeemed, a new certificate for the balance shall be issued at the expense of the
Company; from and after the date specified for redemption in any such notice, the First Preference
Shares, Series A called for redemption shall cease to be entitled to dividends and the holders thereof
shall not be entitled to exercise any of the rights of shareholders in respect thereof unless payment of the
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redemption price shall not be made upon presentation and surrender of certificates in accordance with the
foregoing provisions, in which case the rights of the holders shall remain unaffected; the Company shall
have the right at any time after the mailing of notice of its intention to redeem any First Preference Shares,
Series A as aforesaid to deposit the redemption price of the First Preference Shares, Series A so called
for redemption or of such of the said shares represented by certificates as have not at the date of such
deposit been surrendered by the holders thereof in connection with such redemption in a special account
in any chartered bank or any trust company in Canada named in such notice to be paid without interest
to or to the order of the respective holders of such First Preference Shares, Series A called for re-
demption upon presentation and surrender to such bank or trust company of the certificates repre-
senting the same and upon such deposit being made or upon the date specified for redemption in
such notice, whichever is the later, the First Preference Shares, Series A in respect whereof such
deposit shall have been made shall be redeemed and the rights of the holders thereof after such deposit or
such redemption date, as the case may be, shall be limited to receiving without interest their propor-
tionate part of the total redemption price so deposited against presentation and surrender of the said
certificates held by them respectively; any interest allowed on any such deposit shall belong to the
Company.
(6) Subject as hereinafter provided and subject to the provisions of sub-paragraph (5) of the provisions
attaching to the First Preference Shares as a class, so long as any of the First Preference Shares, Series A
are outstanding, the Company shall, commencing in 1975, and in each calendar year thereafter, out of
Consolidated Earned Surplus, apply the sum of $195,000 to the retirement of First Preference Shares,
Series A by purchase for cancellation; provided that no such purchase shall be required to be made in any
year except to the extent that First Preference Shares, Series A are available for purchase in the open
market by the Company in such year at a price not exceeding the amount paid up thereon, plus costs of
purchase; and provided further that the Company shall not purchase any First Preference Shares, Series
A for cancellation in accordance with the provisions of this sub-paragraph (6) unless all dividends up to
and including the dividend payable on the last preceding dividend payment date or dates on all the First
Preference Shares then outstanding shall have been declared and paid or provided for; and provided fur-
ther that the Company shall not purchase any First Preference Shares, Series A for cancellation in ac-
cordance with the provisions of this sub-paragraph (6) if such purchase would render the Company
insolvent or be contrary to the Act; and provided further that any amount not so applied in any calendar
vear by reason of the foregoing provisos shall not be required to be so applied in any succeeding calendar
year.
(7) The First Preference Shares, Series A which are purchased or redeemed in accordance with sub-
paragraphs (3), (4), (5)and (6) of these provisions shall be deemed to be cancelled and shall not be reissued.
(8) The Company shall not without, but may from time to time with, the authorization of the holders of
the First Preference Shares, Series A given as specified in sub-paragraph (11) of these provisions:
(a) increase the authorized amount of the First Preference Shares or create any class of shares
ranking in priority to or on a parity with the First Preference Shares;
(b) issue any First Preference Shares in addition to the First Preference Shares, Series A and $1.50
Cumulative Redeemable Convertible First Preference Shares, Series B (hereafter in this clause (b)
called “additional shares”) unless Consolidated Net Earnings for any period of 12 consecutive months
out of the 18 months immediately preceding the date of issue of such additional shares shall have
been at least equal to two and one-half times the maximum annual dividend requirements on all
the First Preference Shares to be outstanding immediately after such issue; provided that any
First Preference Shares outstanding at the time of any issue of additional shares as aforesaid which
are to be retired within 60 days following such time shall be deemed not to be outstanding immediately
after such issue of additional shares if such outstanding First Preference Shares shall have been
duly called for redemption as of a date within such period of 60 days and if adequate provision has
been made assuring that such shares will be redeemed on the date so specified for redemption;
(c) redeem, purchase, reduce or otherwise pay off any Common Shares or any other shares ranking
junior to the First Preference Shares (except out of the proceeds of an issue of shares ranking junior
to the First Preference Shares made prior to or contemporaneously with any such redemption,
purchase, reduction or other payment off), (i} unless all dividends, up to and including the dividend
payable on the last preceding dividend payment date, on all the First Preference Shares then
outstanding shall have been declared and paid or provided for, or (ii) if, after giving effect thereto,
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the aggregate amount of capital paid up on the Common Shares and any other shares of the Company
ranking junior to the First Preference Shares plus the Consolidated Earned Surplus (both as at the
date of such redemption, purchase, reduction or other payment off) would be less than the aggregate
par value of all First Preference Shares then outstanding; or

(d) declare, pay or set apart any dividend on the Common Shares or any other shares of the Com-
pany ranking junior to the First Preference Shares unless all dividends, up to and including the
dividend payable on the last preceding dividend payment date, on all the First Preference Shares
then outstanding shall have been declared and paid or provided for.

(9) Sub-paragraphs (1) to (11) inclusive of these provisions may be deleted, varied, modified, amendec
or amplified only by a special resolution (within the meaning of the Act) confirmed by an order of the
Supreme Court of Alberta with the authorization of the holders of the First Preference Shares, Series A
given as specified in sub-paragraph (11) of these provisions.

(10) In sub-paragraphs (1) to (11) inclusive of these provisions the following terms shall have the follow-
ing respective meanings and the word “Company” when used in this sub-paragraph (10) with respect to
any date or period prior to the effective date of the Amalgamation shall mean N & C or, if prior to Janu-
ary 1, 1968, its predecessor Northern and Central Gas Company Limited:

(a) “subsidiary’ means any corporation or company of which more than 507 of the outstanding
voting shares are for the time being owned by or held for the Company and/or any subsidiary of the
Company and includes any corporation or company in like relation to a subsidiary: ‘“voting shares”
as used in this definition means shares of any class carrying voting rights but shall not include shares
of any class carrying limited voting rights or carrying voting rights by reason of the happening of anv
contingency whether or not such contingency shall have happened;

(b) “Consolidated Net Earnings” means all the gross earnings and income of the Company and its
subsidiaries from all sources less all administrative, selling and operating charges and expenses of
every character and all fixed charges of the Company and its subsidiaries (but excluding gains or
losses on the disposal of investments and fixed assets) arrived at on a consolidated basis in accordance
with generally accepted accounting practice, after making due allowance for minority interests, if
any, and after proper allowance for depreciation, depletion, amortization and taxes (including
income taxes); the net earnings of any subsidiary for the purpose of this definition shall only include
the net earnings of such subsidiary from the date when such subsidiary became a subsidiary of the
Company, subject as hereinafter provided; if, at the time of determining Consolidated Net Earnings
for any past period, the Company or any subsidiary has acquired, is in the process of acquiring, or
proposes to acquire, any property or any shares of any other company (sufficient with any shares of
such other company already owned by the Company or a subsidiary to result in such other company
becoming a subsidiary) and if the net proceeds of a then proposed issue of First Preference Shares are
to be applied directly or indirectly towards the cost of or in reimbursement of the cost of the acquisi-
tion of such property or shares (as to which a resolution of the Directors shall be conclusive and
binding), then the net earnings or net losses of such property or such other company for the same
period (calculated in accordance with the provisions herein contained respecting Consolidated Net
Earnings) shall, if in the opinion of the Company’s auditors the Company has access to data
sufficient to enable such auditors to determine such net earnings or net losses, be treated as net
carnings or net losses, as the case may be, in the computation of Consolidated Net Earnings; Consoli-
dated Net Earnings shall (subject as hereinafter provided with respect to the determination of
Consolidated Earned Surplus) be determined by the auditors of the Company whose determination
shall be conclusive and binding on the Company and the holders of shares of every class;

(c) “Consolidated Earned Surplus" means the Consolidated Net Earnings of the Company and
its subsidiaries since May 6, 1954, less all dividends declared and/or paid (other than in shares of
the Company) on all shares of all classes of the Company and all items which in accordance with
generally accepted accounting practice are properly chargeable to earned surplus, the whole as
determined on a consolidated basis in accordance with generally accepted accounting practice; the
Directors of the Company may from time to time determine the capital paid up on the Common
Shares and any other shares of the Company ranking junior to the First Preference Shares and/or
the Consolidated Earned Surplus as of a date not more than 120 days prior to the making of such
determination and may determine such Consolidated Earned Surplus to be not less than a stated
amount without determining the exact amount thereof; in making any such determination the
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Directors shall consider and may rely upon the last available audited consolidated balance sheet of
the Company and its subsidiaries and/or the last available audited balance sheet of the Company
reported on by the Company’s auditors and may consider and rely upon the last available un-
audited consolidated balance sheet of the Company and its subsidiaries and/or the last available
unaudited balance sheet of the Company prepared by the accounting officers of the Company and
upon any other financial statement, report or other data which they may consider reliable; pro-
vided that the Directors shall not make any such determination on the basis of any such balance
sheet, statement, report or other data if to their knowledge any event has happened which would
materially and adversely affect such capital paid up or such Consolidated Earned Surplus as deter-
mined on such basis; upon any determination having been made by the Directors under the fore-
going provisions hereof, such capital paid up and/or the Consolidated Earned Surplus as at any
date within a period of 120 days following the date as of which such determination is made shall
(unless any further determination of such capital paid up and/or such Consolidated Earned Surplus
is so made as of any later date within the said period) be conclusively deemed to be not less than
the amount stated in such determination and such determination shall, subject as aforesaid, be con-
clusive and binding upon the Company and the shareholders of every class; notwithstanding the
foregoing the Directors of the Company shall not take any action on the basis of any such deter-
mination if prior to the taking of such action any event has, to their knowledge, happened since the
date on which such determination was made which would materially and adversely affect such
capital paid up or such Consolidated Earned Surplus as so determined.

(11) Any authorization required to be given by the holders of the First Preference Shares, Series A here-
under shall be deemed to have been sufficiently given if contained in an instrument or instruments in
writing signed by the holders of all of the outstanding First Preference Shares, Series A or if it shall have
been given by a resolution passed at a special meeting of the holders of the First Preference Shares, Series
A duly called for that purpose and held upon at least 21 days’ notice at which the holders of at least a
majority of the outstanding First Preference Shares, Series A are present or represented by proxy and
carried by the affirmative vote of the holders of not less than three-fourths of the First Preference Shares,
Series A represented and voted at such meeting cast on a poll; if at any such meeting the holders of a
majority of the outstanding First Preference Shares, Series A are not present or represented by proxy
within one-half hour after the time appointed for such meeting, then the meeting shall be adjourned to
such date being not less than 21 days later and to such time and place as may be appointed by the chair-
man and not less than 21 days' notice shall be given of such adjourned meeting but it shall not be neces-
sary in such notice to specify the purpose for which the meeting was originally called; at such adjourned
meeting the holders of First Preference Shares, Series A present or represented by proxy may transact
the business for which the meeting was originally called and a resolution passed thereat by not less than
three-fourths of the votes cast at such meeting shall constitute the authorization of the holders of the
First Preference Shares, Series A referred to above; the formalities to be observed in respect of the giving
of notice of any such meeting or adjourned meeting and the conduct thereof shall be those from time to
time prescribed in the Articles of Association of the Company with respect to meetings of shareholders.

The second series of the First Preference Shares shall consist of 1,246,417 shares with a par value of
§25.00 each which shall be designated ““$1.50 Cumulative Redeemable Convertible First Preference Shares,
Series B" (hereinafter called the “First Preference Shares, Series B"') and which, in addition to the rights,
restrictions, conditions and limitations attaching to the First Preference Shares as a class, shall have attached
thereto the following:

(1) The holders of the First Preference Shares, Series B shall be entitled to receive and the Company
shall pay thereon as and when declared by the Directors out of the moneys of the Company properly
applicable to the payment of dividends fixed cumulative preferential cash dividends at the rate of $1.50
per share per annum payable by quarterly instalments of 3714¢ each on the fifteenth day of February,
May, August and November in each year; such dividends shall accrue from the effective date of the Amal-
gamation; cheques of the Company payable at par at any branch of the Company’s bankers for the time
being in Canada (far northern branches excepted) shall be issued in respect of such dividends and
payment thereof shall satisfy such dividends; if on any dividend payment date the dividend payable
on such date is not paid in full on all the First Preference Shares, Series B then outstanding, such
dividend or the unpaid part thereof shall be paid on a subsequent date or dates determined by the
Directors of the Company on which the Company shall have sufficient moneys properly applicable to
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the payment of the same; the holders of the First Preference Shares, Series B shall not be entitled to any
dividends other than or in excess of the cash dividends hereinbefore provided for.

(2) In the event of the liquidation, dissolution or winding-up of the Company or anv other distribution
of assets of the Company among its shareholders for the purpose of winding up its affairs, the holders of
the First Preference Shares, Series B shall be entitled to receive an amount equal to the amount paid up
thereon (not exceeding the par value thereof), together with a premium of six per cent of such amount,
plus all accrued and unpaid dividends thereon (which for such purpose shall be calculated as if such
dividends were accruing for the period from the expiration of the last quarterly period for which dividends
have been paid up to the date of distribution), before any amount shall be paid or any property or assets
of the Company distributed to the holders of the Common Shares or shares of any other class ranking
junior to the First Preference Shares, Series B; after payment to the holders of the First Preference
Shares, Series B of the amount so payable to them, such holders shall not be entitled to share in any
further distribution of the property or assets of the Company.

(3) Subject to the provisions of sub-paragraph (5) of the provisions attaching to the First Preference
Shares as a class, and to the Act, the Company may, in addition to its right to redeem First Preference
Shares, Series B in the manner and on the terms provided in sub-paragraphs (4) and (5) below, at any
time or times purchase (if obtainable) for cancellation all or any part of the First Preference Shares,
Series B outstanding from time to time in the market (including purchase through or from an invest-
ment dealer or a firm holding membership on a recognized stock exchange) or by invitation for tenders
addressed to all the holders of record of the First Preference Shares, Series B outstanding at the lowest
price or prices at which, in the opinion of the Directors, such shares are obtainable but not exceeding
an amount equal to the amount paid up thereon (not exceeding the par value thereof), together with
a premium of six per cent of such amount, plus costs of purchase and all accrued and unpaid dividends
thereon (which for such purpose shall be calculated as if such dividends were accruing for the period
from the expiration of the last quarterly period for which dividends have been paid up to the date of
purchase); if upon any invitation for tenders under the provisions of this sub-paragraph (3) more
First Preference Shares, Series B are tendered at a price or prices acceptable to the Company than the
Company is willing to purchase, the Company will accept, to the extent required, the tenders submitted
at the lowest price and then, if and as required, the tenders submitted at the next progressively higher
prices and, if more shares are tendered at any such price than the Company is prepared to purchase,
the shares tendered at that price will be purchased as nearly as may be pro rata (disregarding fractions)
according to the number of First Preference Shares, Series B so tendered by each of the holders of First
Preference Shares, Series B who submitted tenders at that price.

(4) Subject to the provisions of sub-paragraph (3) of the provisions attaching to the First Preference
Shares as a class, the Company may upon giving notice as hereinafter provided redeem at any time after
August 14, 1976 the whole, or from time to time after August 14, 1976 any part, of the then outstanding
First Preference Shares, Series B on payment for each share to be redeemed of an amount equal to the
amount paid up thereon (not exceeding the par value thereof), together with a premium of six per cent
of such amount and all accrued and unpaid dividends thereon (which for such purpose shall be calculated
as if such dividends were accruing for the period from the expiration of the last quarterly period for
which dividends have been paid up to the date of redemption).

(5) In any case of redemption of First Preference Shares, Series B under sub-paragraph (4) of these
provisions, the Company shall at least 30 days before the date specified for redemption mail to each
person who at the date of mailing is a registered holder of First Preference Shares, Series B to be redeemed
a notice in writing of the intention of the Company to redeem such First Preference Shares, Series B:
such notice shall be mailed in a prepaid letter addressed to each such shareholder at his address as it
appears on the books of the Company or in the event of the address of any such shareholder not so
appearing then to the last known address of such shareholder; provided, however, that accidental failure
or omission to give any such notice to one or more of such holders shall not affect the validity of such
redemption; such notice shall set out the redemption price and the date on which redemption is to take
place and, if part only of the First Preference Shares, Series B held by the person to whom such notice
is addressed are to be redeemed, the number thereof so to be redeemed; on or after the date so specified
for redemption the Company shall pay or cause to be paid to or to the order of the registered holders of
the First Preference Shares, Series B to be redeemed the redemption price on presentation and surrender
at the registered office of the Company or any other place designated in such notice of the certificates
representing the First Preference Shares, Series B so called for redemption; such payment shall be made
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by cheque payable at par at any branch of the Company’s bankers for the time being in Canada (far
northern branches excepted); if part only of the First Preference Shares, Series B represented by any
certificate shall be redeemed, a new certificate for the balance shall be issued at the expense of the
Company; from and after the date specified for redemption in any such notice the First Preference
Shares, Series B called for redemption shall cease to be entitled to dividends and the holders thereof shall
not be entitled to exercise any of the rights of shareholders in respect thereof unless payment of the
redemption price shall not be made upon presentation and surrender of certificates in accordance with
the foregoing provisions, in which case the rights of the holders shall remain unaffected; the Company
shall have the right at any time after the mailing of notice of its intention to redeem any First Preference
Shares, Series B as aforesaid to deposit the redemption price of the First Preference Shares, Series B so
called for redemption or of such of the said shares represented by certificates as have not at the date of
such deposit been surrendered by the holders thereof in connection with such redemption in a special
account in any chartered bank or any trust company in Canada named in such notice to be paid without
interest to or to the order of the respective holders of such First Preference Shares, Series B called for
redemption upon presentation and surrender to such bank or trust company of the certificates represent-
ing the same and upon such deposit being made or upon the date specified for redemption in such notice,
whichever is the later, the First Preference Shares, Series B in respect whereof such deposit shall have
been made shall be redeemed and the rights of the holders thereof after such deposit or such redemption
date, as the case may be, shall be limited to receiving without interest their proportionate part of the
total redemption price so deposited against presentation and surrender of the said certificates held by
them respectively; any interest allowed on any such deposit shall belong to the Company.

(6) Subject as hereinafter provided and subject to the provisions of sub-paragraph (5) of the provisions
attaching to the First Preference Shares as a class, so long as any of the First Preference Shares, Series B
are outstanding, the Company shall, commencing in 1975, and in each calendar year thereafter, out of
Consolidated Earned Surplus, apply the sum of $825,000 to the retirement of First Preference Shares,
Series B by purchase for cancellation; provided that no such purchase shall be required to be made
in any vear except to the extent that First Preference Shares, Series B are available for purchase in
the open market by the Company in such year at a price not exceeding the amount paid up thereon
plus costs of purchase; and provided further that the Company shall not purchase any First Preference
Shares, Series B for cancellation in accordance with the provisions of this sub-paragraph (6) unless all
dividends, up to and including the dividend payable on the last preceding dividend payment date
or dates, on all the First Preference Shares then outstanding shall have been declared and paid or pro-
vided for; and provided further that the Company shall not purchase any First Preference Shares,
Series B for cancellation in accordance with the provions of this sub-paragraph (6) if such purchase
would render the Company insolvent or be contrary to the Act; and provided further that any amount
not so applied in any calendar year by reason of the foregoing provisos shall not be required to be so
applied in any succeeding calendar year.

(7) The First Preference Shares, Series B which are purchased or redeemed in accordance with sub-
paragraphs (3), (4), (5) and (6) of these provisions shall be deemed to be cancelled and shall not be
reissued.

(8) (a) Upon and subject to the terms and conditions hereinafter set forth the holders of First Prefer-
ence Shares, Series B shall have the right at any time up to the close of business on August 15, 1977
to convert fully-paid First Preference Shares, Series B into fully-paid and non-assessable Common
Shares on the basis of nine Common Shares for every five First Preference Shares, Series B so
converted.

(b) The conversion privilege herein provided for may be exercised by notice in writing given to the
transfer agent of the Company for the First Preference Shares, Series B at its principal office in any
of the Cities of Toronto, Montreal, Winnipeg, Calgary and Vancouver, Canada, or to such other
transfer agent at such other city or cities as the Company may from time to time appoint, accom-
panied by the certificate or certificates representing the First Preference Shares, Series B in respect
of which the holder thereof desires to exercise such right of conversion; such notice shall be signed by
such holder or his agent and shall specify the number of First Preference Shares, Series B which the
holder desires to have converted; if less than all the First Preference Shares, Series B represented by
any certificate or certificates accompanying any such notice are to be converted, the holder shall be
entitled to receive, at the expense of the Company, a new certificate representing the First Preference
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Shares, Series B comprised in the certificate or certificates surrendered as aforesaid which are not
to be converted.

(c) Subject to the provisions of clause (g) of this sub-paragraph (8), upon the conversion of any
First Preference Shares, Series B there shall be no payment or adjustment by the Company or by
any holder of First Preference Shares, Series B on account of any dividends either on the First
Preference Shares, Series B so converted or on the Common Shares resulting from such conversion.

(d) Inthe caseof any First Preference Shares, Series B which may be called for redemption the right
of conversion thereof shall, notwithstanding anything herein contained, cease and terminate at the
close of business on the last business day prior to the date fixed for redemption, provided, however,
that if the Company shall fail to redeem such First Preference Shares, Series B in accordance with
the notice of redemption the right of conversion shall thereupon be restored.

(e) On any conversion of First Preference Shares, Series B, the share certificates for Common Shares
resulting therefrom shall be issued in the name of the registered holder of the First Preference
Shares, Series B converted or in such name or names as such registered holder may direct in writing
(either in the notice referred to in clause (b) of this sub-paragraph (8) or otherwise), provided that
such registered holder shall pay any applicable security transfer taxes.

(f) Subject as hereinafter provided in this clause (f), the right of a holder of First Preference Shares,
Series B to convert the same into Common Shares shall be deemed to have been exercised, and the
registered holders of First Preference Shares, Series B to be converted (or any person or persons in
whose name or names any such registered holder of First Preference Shares, Series B shall have
directed certificates representing Common Shares to be issued as provided in clause (e) of this sub-
paragraph (8)) shall be deemed to have become holders of Common Shares of record for all pur-
poses on the respective dates of surrender of certificates representing the First Preference Shares,
Series B to be converted accompanied by notice in writing, notwithstanding any delay in the de-
livery of certificates representing the Common Shares into which such First Preference Shares,
Series B have been converted, but, should any certificates representing First Preference Shares,
Series B be duly surrendered for conversion during a period when the registers of transfers of Com-
mon Shares are properly closed, the registered holders thereof (or other person or persons as afore-
said) shall be deemed to become holders of Common Shares of record immediately upon the re-
opening of such registers of transfers,

(g) (A) In the event of any subdivision and/or change of the Common Shares at any time on or
before August 15, 1977, into a greater number and/or a different class or classes of shares, the
holder of any First Preference Shares, Series B exercising the conversion right attaching thereto
at any time after such subdivision and/or change shall be entitled to such additional number
and/or different class or classes of shares as would have resulted from such subdivision and/or
change if the right of conversion had been exercised prior to the date of such subdivision
and/or change.

(B) In the event of any consolidation and/or change of the Common Shares at any time on or
before August 15, 1977 into a lesser number and/or different class or classes of shares, the
holder of any First Preference Shares, Series B exercising the conversion right attaching thereto
at any time after such consolidation and/or change shall be entitled to such lesser number
and/or different class or classes of shares as would have resulted from such consolidation and Jor
change if the right of conversion had been exercised prior to the date of such consolidation
and/or change.

(C) If the holder of any First Preference Shares, Series B shall exercise the conversion right
attaching thereto at any time after the payment by the Company of any dividend on the
Common Shares payable in shares of the Company or a dividend on the Common Shares pay-
able at the option of the holder thereof either in shares of the Company or in cash, such holder
shall be entitled to, in addition to the number of Common Shares which he would have been
entitled to on the exercise of such right of conversion of such First Preference Shares, Series B
if such dividend had not been paid, such additional number of shares as would have been pay-
able on the Common Shares (assuming where applicable that such holder would have exercised
his option to receive such dividend in shares of the Company) which would have resulted from
the exercise of such right of conversion if they had been outstanding on the record date for the
payment of such dividend.
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(D) If any question shall at any time arise with respect to adjustments of the conversion
privilege as aforesaid, such question shall be conclusively determined by the auditors of the
Company and any such determination shall be binding upon the Company and all transfer
agents and all shareholders of the Company.

(E) If the Company proposes to issue subscription warrants, or other rights, to all the holders
of its Common Shares to purchase shares of the Company, the Company shall so notify each
registered holder of First Preference Shares, Series B by written notice given (in the manner
provided in sub-paragraph (5) of these provisions for the giving of notice of redemption) at
least 15 days prior to the date fixed by the Company as the record date in connection with the
issue of such subscription warrants or other rights to purchase shares.

(h) (A) The Company shall not issue fractional shares upon any conversion of First Preference Shares,
Series B. If a fractional interest in a Common Share would, except for the provisions of this
clause (h), be issuable upon conversion of a First Preference Share, Series B, the Company shall
issue a bearer non-voting and non-dividend-bearing scrip certificate of the Company in respect
of such fractional interest, which certificate, when surrendered within two years from the date
of issuance thereof to a transfer agent for the Company’s Common Shares (hereafter in this
clause (h) called the “Scrip Agent”) at any office for the transfer of such Common Shares
(hereafter in this clause (h) called the ‘‘Scrip Office”), together with similar scrip certificates
(issued not more than two years prior to the date of surrender) representing in the aggregate
the right to receive at least one whole Common Share, shall be exchangeable for a share certifi-
cate or certificates for the full number of fully-paid and non-assessable Common Shares called
for by all the scrip certificates so surrendered and a new scrip certificate in respect of any
remaining fractional interest in a Common Share called for thereby.

(B) The Common Shares of the Company underlying the total number of scrip certificates to
which persons become entitled as aforesaid shall be issued to the Scrip Agent(s) and all divi-
dends received by the Scrip Agent(s) upon the underlying Common Shares shall be held in
trust by the Scrip Agent(s) for the holders of the outstanding scrip certificates. Upon presen-
tation of a scrip certificate at a Scrip Office, the holder thereof shall be entitled to receive pay-
ment of his proportionate share of all dividends (less any applicable withholding tax) received
by the Scrip Agent(s) as aforesaid.
(C) If any scrip certificates are outstanding at the expiration of two years from the date of
issuance thereof, the underlying Common Shares of the Company shall be sold by the Scrip
Agent(s) on behalf of the holders of such scrip certificates in such manner and at such price
and on such other terms and at such time or times as the Scrip Agent(s) may determine, and
the proceeds of such sale and all dividends received by the Scrip Agent(s) upon the shares so
sold shall be held in trust by the Scrip Agent(s) for such holders and shall be distributed pro
rata (less any applicable withholding tax) to the holders of scrip certificates upon the surrender
thereof at the Scrip Offices.
(D) Dividends paid to Scrip Agent(s) on the Common Shares of the Company underlying out-
standing scrip certificates and the proceeds of sale of such shares may be invested by the Scrip
Agent(s) as the Scrip Agent(s) may determine, and any charges of the Scrip Agent(s) in re-
spect thereof shall be charged to and paid out of the income arising from such investment.
(i) The Company shall reserve, set aside and hold out of its authorized capital a sufficient number
of unissued Common Shares to enable all of the First Preference Shares, Series B outstanding from
time to time to be converted upon the basis and upon the terms and conditions herein provided.
All shares resulting from any conversion of First Preference Shares, Series B into Common Shares
(including whole Common Shares resulting from the consolidation by the Company of fractions
of shares which result from conversions) shall be deemed to be fully-paid and non-assessable.
Nothing herein contained shall affect or restrict the right of the Company to increase the number
of its authorized Common Shares in accordance with the provisions of the Act and to issue such
shares from time to time.
(9) The Company shall not without, but may from time to time with, the authorization of the holders of
the First Preference Shares, Series B given as specified in sub-paragraph (12) hereof:
(a) increase the authorized amount of the First Preference Shares or create any class of shares
ranking in priority to or on a parity with the First Preference Shares;
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(b) issue any First Preference Shares in addition to the First Preference Shares, Series A and
Series B (hereafter in this clause (b) called “additional shares”) unless Consolidated Net Earnings
for any period of 12 consecutive months out of the 18 months immediately preceding the date
of issue of such additional shares shall have been at least equal to two and one-half times the
maximum annual dividend requirements on all the First Preference Shares to be outstanding im-
mediately after such issue; provided that any First Preference Shares outstanding at the time of any
issue of additional shares as aforesaid which are to be retired within 60 days following such time shall
be deemed not to be outstanding immediately after such issue of additional shares if such outstand-
ing First Preference Shares shall have been duly called for redemption as of a date within such period
of 60 days and if adequate provision has been made assuring that such shares will be redeemed on
the date so specified for redemption;

(c) redeem, purchase, reduce or otherwise pay off any Common Shares or any other shares ranking
junior to the First Preference Shares (except out of the proceeds of an issue of shares ranking junior
to the First Preference Shares made at any time prior to or contemporaneously with any such
redemption, purchase, reduction or other payment off), (i) unless all dividends, up to and including
the dividend payable on the last preceding dividend payment date, on all the First Preference
Shares then outstanding shall have been declared and paid or provided for, or (i) if, after giving
effect thereto, the aggregate amount of capital paid up on the Common Shares and any other shares
of the Company ranking junior to the First Preference Shares plus the Consolidated Earned Surplus
(both as at the date of such redemption, purchase, reduction or other payment off) would be less
than the aggregate par value of all First Preference Shares then outstanding; or

(d) declare, pay or set apart any dividend on the Common Shares or any other shares of the
Company ranking junior to the First Preference Shares unless all dividends, up to and including the
dividend payable on the last preceding dividend payment date, on all the First Preference Shares
then outstanding shall have been declared and paid or provided for.

(10) Sub-paragraphs (1) to (12) inclusive of these provisions may be deleted, varied, modified, amended
or amplified only by a special resolution (within the meaning of the Act) confirmed by an order of the
Supreme Court of Alberta with the authorization of the holders of the First Preference Shares, Series B
given as specified in sub-paragraph (12) of these provisions.

(11) Insub-paragraphs (1) to (12) inclusive of these provisions the following terms shall have the follow-
ing respective meanings and the word “Company” when used in this sub-paragraph (11) with respect
to any date or period prior to the effective date of the Amalgamation shall mean N & C or, if prior to
January 1, 1968, its predecessor Northern and Central Gas Company Limited:

(a) “subsidiary” means any corporation or company of which more than 50% of the outstanding
voting shares are for the time being owned by or held for the Company and/or any subsidiary of
the Company and includes any corporation or company in like relation to a subsidiary; “voting
shares” as used in this definition means shares of any class carrying voting rights but shall not
include shares of any class carrying limited voting rights or carrying voting rights by reason of the
happening of any contingency whether or not such contingency shall have happened;

(b) “Consolidated Net Earnings” means all the gross earnings and income of the Company and its
subsidiaries from all sources less all administrative, selling and operating charges and expenses of
every character and all fixed charges of the Company and its subsidiaries (but excluding gains or
losses on the disposal of investments and fixed assets) arrived at on a consolidated basis in accord-
ance with generally accepted accounting practice, after making due allowance for minority interests,
if any, and after proper allowance for depreciation, depletion, amortization and taxes (including
income taxes); the net earnings of any subsidiary for the purpose of this definition shall only include
the net earnings of such subsidiary from the date when such subsidiary became a subsidiary of the
Company, subject as hereinafter provided; if, at the time of determining Consolidated Net Earnings
for any past period, the Company or any subsidiary has acquired, is in the process of acquiring, or
proposes to acquire, any property or any shares of any other company (sufficient with any shares
of such other company already owned by the Company or a subsidiary to result in such other com-
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pany becoming a subsidiary) and if the net proceeds of a then proposed issue of First Preference Shares
are to be applied directly or indirectly towards the cost of or in reimbursement of the cost of the
acquisition of such property or shares (as to which a resolution of the Directors shall be conclusive
and binding), then the net earnings or net losses of such property or such other company for the
same period (calculated in accordance with the provisions herein contained respecting Consolidated
Net Earnings) shall, if in the opinion of the Company's auditors the Company has access to data suffi-
cient to enable such auditors to determine such net earnings or net losses, be treated as net earnings
or net losses, as the case may be, in the computation of Consolidated Net Earnings; Consolidated
Net Earnings shall (subject as hereinafter provided with respect to the determination of Consoli-
dated Earned Surplus) be determined by the auditors of the Company whose determination shall be
conclusive and binding on the Company and the holders of shares of every class;

() “Consolidated Earned Surplus” means the Consolidated Net Earnings of the Company and
its subsidiaries since May 6, 1954, less all dividends declared and/or paid (other than in shares of
the Company) on all shares of all classes of the Company and all items which in accordance with
generally accepted accounting practice are properly chargeable to earned surplus, the whole as
determined on a consolidated basis in accordance with generally accepted accounting practice;
the Directors of the Company may from time to time determine the capital paid up on the Common
Shares and any other shares of the Company ranking junior to the First Preference Shares and/or
the Consolidated Earned Surplus as of a date not more than 120 days prior to the making of such
determination and may determine such Consolidated Earned Surplus to be not less than a stated
amount without determining the exact amount thereof; in making any such determination the
Directors shall consider and may rely upon the last available audited consolidated balance sheet
of the Company and its subsidiaries and /or the last available audited balance sheet of the Company
reported on by the Company’s auditors and may consider and rely upon the last available unaudited
consolidated balance sheet of the Company and its subsidiaries and/or the last available unaudited
balance sheet of the Company prepared by the accounting officers of the Company and upon any
other financial statement, report, or other data which they may consider reliable, provided that
the Directors shall not make any such determination on the basis of any such balance sheet, state-
ment, report or other data if to their knowledge any event has happened which would materially
and adversely affect such capital paid up or such Consolidated Earned Surplus as determined on
such basis; upon any determination having been made by the Directors under the foregoing pro-
visions hereof, such capital paid up and/or the Consolidated Earned Surplus as at any date within
a period of 120 days following the date as of which such determination is made shall (unless any
further determination of such capital paid up and/or such Consolidated Earned Surplus is so made
as of any later date within the said period) be conclusively deemed to be not less than the amount
stated in such determination and such determination shall, subject as aforesaid, be conclusive and
binding upon the Company and the shareholders of every class; notwithstanding the foregoing the
Directors of the Company shall not take any action on the basis of any such determination if prior
to the taking of such action any event has, to their knowledge, happened since the date on which
such determination was made which would materially and adversely affect such capital paid up
or such Consolidated Earned Surplus as so determined.

(12) Anyauthorization required to be given by the holdersof the First PreferenceShares, Series B hereunder
shall be deemed to have been sufficiently given if contained in an instrument or instruments in writing
signed by the holders of all the outstanding First Preference Shares, Series B or if it shall have been
given by a resolution passed at a meeting of the holders of the First Preference Shares, Series B duly
called for that purpose and held upon at least 21 days' notice at which the holders of at least a majority
of the outstanding First Preference Shares, Series B are present or represented by proxy and carried by
the affirmative vote of the holders of not less than three-fourths of the First Preference Shares, Series B
represented and voted at such meeting cast on a poll; if at any such meeting the holders of a majority of
the outstanding First Preference Shares, Series B are not present or represented by proxy within one-
half hour after the time appointed for such meeting, then the meeting shall be adjourned to such date
being not less than 21 days later and to such time and place as may be appointed by the chairman and
not less than twenty-one 21 days’ notice shall be given of such adjourned meeting but it shall not be
necessary in such notice to specify the purpose for which the meeting was originally called; at such ad-
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journed meeting the holders of First Preference Shares, Series B present or represented by proxy may
transact the business for which the meeting was originally called and a resolution passed thereat by not
less than three-fourths of the votes cast at such meeting shall constitute the authorization of the holders
of the First Preference Shares, Series B referred to above; the formalities to be observed in respect of
the giving of notice of any such meeting or adjourned meeting and the conduct thereof shall be those
from time to time prescribed in the Articles of Association of the Company with respect to meetings of
shareholders.

Junior Preference Shares
The Junior Preference Shares shall, as a class, have attached thereto the following rights, restrictions
conditions and limitations:

(1) In addition to the first series of the Junior Preference Shares designated “$1.50 Cumulative
Redeemable Convertible Junior Preference Shares, First Series” hereinafter referred to, the Junior
Preference Shares may at any time or from time to time be issued in one or more series, each additional
series to consist of such number of shares as may before the issue thereof be determined by the Directors
of the Company; subject to sub-paragraph (2) of the provisions attaching to the Junior Preference
Shares as a class, the Directors may by resolution fix at any time or from time to time before the issue
thereof the designation, rights, restrictions, conditions and limitations attaching to the Junior Preference
Shares of each additional series including, without limiting the generality of the foregoing, the rate
of preferential dividends, the dates of payment thereof, any preference as to the repayment of capital
upon dissolution, the redemption price and terms and conditions of redemption (if any), the conversion
rights (if any) and any sinking fund or other provisions.

(2) The Junior Preference Shares of each series shall be entitled to a preference over the Common Shares
of the Company with respect to the payment of dividends.

(3) The deletion or variation of any right, restriction, condition or limitation attaching to the Junior
Preference Shares as a class or the creation of preference shares ranking in any respect in priority to
or on a parity with the Junior Preference Shares must be authorized by at least three-fourths of the
votes cast at a meeting of the holders of the Junior Preference Shares duly called for that purpose
and held upon at least 21 days' notice at which the holders of at least a majority of the outstanding
Junior Preference Shares are present or represented by proxy; if at any such meeting the holders of a
majority of the outstanding Junior Preference Shares are not present or represented by proxy within
one-half hour after the time appointed for such meeting, then the meeting shall be adjourned to such
date being not less than 21 days later and to such time and place as may be appointed by the chairman,
and not less than 21 days' notice shall be given of such adjourned meeting but it shall not be necessary
in such notice to specify the purpose for which the meeting was originally called; at such adjourned
meeting the holders of the Junior Preference Shares present or represented by proxy may transact the
business for which the meeting was originally called and a resolution passed thereat by not less than
three-fourths of the votes cast at such meeting shall constitute the authorization of the holders of the
Junior Preference Shares referred to above; the formalities to be observed in respect of the giving of
notice of any such meeting or adjourned meeting and the conduct thereof shall be those from time to
time prescribed by the Articles of Association of the Company with respect to meetings of shareholders,

The first series of the Junior Preference Shares shall consist of 1,500,000 shares with a par value of $25.00
each which shall be designated “$1.50 Cumulative Redeemable Convertible Junior Preference Shares, First
Series’ (hereinafter called the “Junior Preference Shares, First Series'"), and which, in addition to the rights,
restrictions, conditions and limitations attaching to the Junior Preference Shares as a class, shall have
attached thereto the following:

(1) The Junior Preference Shares, First Series shall rank junior to the First Preference Shares with
respect to priority in the payment of dividends and in the distribution of assets in the event of the
liquidation, dissolution or winding-up of the Company, whether voluntary or involuntary, or any other
distribution of the assets of the Company among its shareholders for the purpose of winding up its affairs,
and shall be subject in all respects to any rights, restrictions, conditions and limitations which are at-
tached to the First Preference Shares as a class and to each series of the First Preference Shares.

(2) The Company shall not declare or pay any dividends on the Common Shares or any other shares
ranking junior in such respect to the Junior Preference Shares, First Series or redeem, purchase, reduce
or otherwise pay off less than all of the Junior Preference Shares then outstanding unless all dividends, up
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to and including the dividend payable on the last preceding dividend payment date, on all of the Junior
Preference Shares, First Series then outstanding shall have been declared and paid or provided for.

(3) The holders of the Junior Preference Shares, First Series shall be entitled to receive and the Company
shall pay thereon as and when declared by the Directors out of the moneys of the Company properly
applicable to the payment of dividends fixed cumulative preferential cash dividends at the rate of $1.50
per share per annum payable by quarterly instalments of 37}4¢ each on the last days of March, June,
September and December in each year; such dividends shall accrue from the effective date of the Amal-
gamation; cheques of the Company payable at par at any branch of the Company’s bankers for the
time being in Canada (far northern branches excepted) shall be issued in respect of such dividends
and the mailing of such a cheque to any holder shall satisfy the dividend represented thereby unless
the cheque be not paid on presentation; if on any dividend payment date the dividend payable on such
date is not paid in full on all the Junior Preference Shares, First Series then outstanding, such dividend
or the unpaid part thereof shall be paid on a subsequent date or dates determined by the Directors on
which the Company shall have sufficient moneys properly applicable to the payment of the same; the
holders of the Junior Preference Shares, First Series shall not be entitled to any dividends other than or
in excess of the cash dividends hereinbefore provided for.

(4) In the event of the liquidation, dissolution or winding-up of the Company, whether voluntary or
involuntary, or any other distribution of the assets of the Company among its shareholders for the
purpose of winding up its affairs, the holders of the Junior Preference Shares, First Series shall be entitled
to receive an amount equal to the par value thereof, together with all accrued and unpaid dividends
thereon (which for such purpose shall be calculated as if such dividends were accruing for the period from
the expiration of the last quarterly period for which dividends thereon have been paid up to the date of
distribution) and, if such liquidation, dissolution, winding-up or distribution be voluntary, an additional
amount equal to a premium of $1.25 per share if such event commences prior to June 30, 1977 or, if such
event commences on or after June 30, 1977, an additional amount equal to the premium which would be
payable as part of the redemption price of such Junior Preference Shares, First Series if such shares were
to be redeemed in accordance with sub-paragraph (6) of these provisions at the date of commencement of
such liquidation, dissolution, winding-up or distribution, before any amount shall be paid or any property
or assets of the Company shall be distributed to the holders of the Common Shares or to the holders of
any other class of shares ranking junior to the Junior Preference Shares, First Series in such respect; after
payment to the holders of the Junior Preference Shares, First Series of the amount so payable to them,
they shall not be entitled to share in any further distribution of the property or assets of the Company.

(5) Subject to the provisions of sub-paragraph (2) of these provisions, and to the Act, the Company
may, in addition to its right to redeem Junior Preference Shares, First Series in the manner and on the
terms provided in sub-paragraphs (6) and (7) below, at any time or times purchase (if obtainable) for
cancellation all or any part of the Junior Preference Shares, First Series outstanding from time to time in
the market (including purchase through or from an investment dealer or a firm holding membership on a
recognized stock exchange) or by invitation for tenders addressed to all the holders of record of the Junior
Preference Shares, First Series outstanding at the lowest price or prices at which, in the opinion of the
Directors, such shares are obtainable but not exceeding $26.50 plus costs of purchase and all accrued and
unpaid dividends thereon (which for such purpose shall be calculated as if such dividends were accruing
for the period from the expiration of the last quarterly period for which dividends have been paid up to
the date of purchase); if upon any invitation for tenders under the provisions of this sub-paragraph (5)
more Junior Preference Shares, First Series are tendered at a price or prices acceptable to the Company
than the Company is willing to purchase, the Company will accept, to the extent required, the tenders
submitted at the lowest price and then, if and as required, the tenders submitted at the next progressively
higher prices and, if more shares are tendered at any such price than the Company is prepared to pur-
chase, the shares tendered at that price will be purchased as nearly as may be pro rata (disregarding
fractions) according to the number of Junior Preference Shares, First Series so tendered by each of the
holders of Junior Preference Shares, First Series who submitted tenders at that price.

(6) The Company may not redeem the Junior Preference Shares, First Series or any of them prior to
June 30, 1975; in addition, the Company may not redeem the Junior Preference Shares, First Series or
any of them prior to June 30, 1977 unless (in the case of each such redemption) the Company shall have
filed with the transfer agent of the Company for the Junior Preference Shares, First Series on the day that
notice of such redemption is first given a certificate certifying that the weighted average price at which
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the Common Shares of the Company have traded on The Toronto Stock Exchange (or, if the Common
Shares are not listed on The Toronto Stock Exchange, on such stock exchange on which such shares are
listed as may be selected by the Directors) during the 20 consecutive trading days ending on the fifth
trading day preceding the date on which such notice of redemption is given, was not less than 1259 of
the Conversion Price (as defined in clause (a) of sub-paragraph (9) of these provisions) in effect on the date
of the filing of such certificate; in addition, the Company may not redeem the Junior Preference Shares,
First Series or any of them at any time if any part of the redemption price which constitutes a repayment
of paid-up capital would for purposes of the Income Tax Act of Canada be deemed to have been paid as
a dividend by reason of the paid-up capital limit (as that term is defined in the said Act, as the same
may be amended or re-enacted from time to time) of the Company being less than the paid-up capital
in respect of those shares so to be redeemed; subject to the foregoing and to the provisions of sub-
paragraph (2) of these provisions, the Company may redeem at any time the whole or from time to
time any part of the then outstanding Junior Preference Shares, First Series, on payment for each share
to be redeemed of an amount equal to the par value thereof plus a premium calculated as a percentage
of the par value thereof as follows:

5%, if redeemed on or before June 30, 1982;

49, if redeemed thereafter and on or before June 30, 1984;

39, if redeemed thereafter and on or before June 30, 1986;

29, if redeemed thereafter and on or before June 30, 1988; and
195 if redeemed thereafter;

together in each case with all accrued and unpaid dividends thereon (which for such purpose shall be
calculated as if such dividends were accruing for the period from the expiration of the last quarterly
period for which dividends have been paid up to the date of such redemption).

(7) In any case of redemption of Junior Preference Shares, First Series under the provisions of sub-
paragraph (6) of these provisions, the Company shall, at least 30 days before the date specified for re-
demption, mail to each person who at the date of mailing is a registered holder of Junior Preference
Shares, First Series to be redeemed a notice in writing of the intention of the Company to redeem such
Junior Preference Shares, First Series; such notice shall be mailed in a prepaid letter addressed to each
such shareholder at his address as it appears on the books of the Company or in the event of the address
of any such shareholder not so appearing then at the last known address of such shareholder, provided,
however, that accidental failure or omission to give any such notice to one or more of such holders shall
not affect the validity of such redemption; such notice shall set out the redemption price and the date on
which redemption is to take place, and, if part only of the Junior Preference Shares, First Series held by
the person to whom such notice is addressed is to be redeemed, the number thereof so to be redeemed;
on or after the date so specified for redemption the Company shall pay or cause to be paid to or to the
order of the registered holders of the Junior Preference Shares, First Series to be redeemed the redemption
price on presentation and surrender at the registered office of the Company or any other place designated
in such notice of the certificates representing the Junior Preference Shares, First Series so called for
redemption; such payment shall be made by cheque payable at par at any branch of the Company’s
bankers for the time being in Canada (far northern branches excepted); if part only of the Junior
Preference Shares, First Series represented by any certificate or certificates shall be redeemed, a new
certificate for the balance shall be issued at the expense of the Company; from and after the date specified
for redemption in any such notice, the Junior Preference Shares, First Series called for redemption shall
cease to be entitled to dividends and the holders thereof shall not be entitled to exercise any of the
rights of shareholders in respect thereof unless payment of the redemption price shall not be made upon
presentation and surrender of certificates in accordance with the foregoing provisions, in which case the
rights of the holders shall remain unaffected; the Company shall have the right at any time after the mail-
ing of notice of its intention to redeem any Junior Preference Shares, First Series as aforesaid to deposit
the redemption price of the Junior Preference Shares, First Series so called for redemption, or of such of
the said shares represented by certificates as have not at the date of such deposit been surrendered by
the holders thereof in connection with such redemption, in a special account in any chartered bank or
any trust company in Canada named in such notice to be paid without interest to or to the order of the
respective holders of such Junior Preference Shares, First Series called for redemption upon presentation
and surrender to such bank or trust company of the certificates representing the same, and upon such
deposit being made or upon the date specified for redemption in such notice, whichever is the later, the
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Junior Preference Shares, First Series in respect whereof such deposit shall have been made shall be
redeemed and the rights ot the holders thereof after such deposit or such redemption date, as the case
may be, shall be limited to receiving without interest their proportionate part of the total redemption
price so deposited against presentation and surrender of the said certificates held by them respectively:
any interest allowed on any such deposit shall belong to the Company.

(8) The Junior Preference Shares, First Series which are purchased or redeemed in accordance with
sub-paragraphs (5), (6) and (7) of these provisions shall be cancelled and shall not be reissued.

(9) (a) Upon and subject to the terms and conditions hereinafter set forth, the holders of Junior
Preference Shares, First Series shall have the right (A) at any time up to the close of business on
June 30, 1977 to convert fully-paid Junior Preference Shares, First Series into fully-paid and non-
assessable Common Shares without par value of the Company at a price of $14.50 per Common
Share, being equivalent to approximately 1.72 Common Shares for each Junior Preference Share,
First Series so converted, and (B) at any time thereafter up to the close of business on June 30,
1982 to convert fully-paid Junior Preference Shares, First Series into fully-paid and non-assessable
Common Shares without par value of the Company at a price of $16.00 per Common Share, being
equivalent to approximately 1.56 Common Shares for each Junior Preference Share, First Series so
converted; in sub-paragraphs (6) and (9) of these provisions, the “Conversion Price’’ per Common
Share in effect at any date shall be deemed to be whichever one of the foregoing prices is applicable
as adjusted to such date in accordance with clause (i) of this sub-paragraph (9), provided that, for
the purpose of adjustments in accordance with the said clause (i) of the price referred to in sub-
clause (B) of this clause (a), such price shall be deemed to be the applicable price prior to the close
of business on June 30, 1977.

(b) The conversion privilege herein provided for may be exercised by notice in writing given to the
transfer agent of the Company for the Junior Preference Shares, First Series at any office for the
transfer of Junior Preference Shares, First Series, accompanied by the certificate or certificates
representing Junior Preference Shares, First Series in respect of which the holder thereof desires
to exercise such right of conversion; such notice shall be signed by such holder or his agent and
shall specify the number of Junior Preference Shares, First Series which the holder desires to have
converted; if less than all the Junior Preference Shares, First Series represented by any certificate or
certificates accompanying any such notice are to be converted, the holder shall be entitled to receive,
at the expense of the Company, a new certificate representing the Junior Preference Shares, First
Series comprised in the certificate or certificates surrendered as aforesaid which are not to be converted

(c) Subject to the provisions of clause (i) of this sub-paragraph (9), upon the conversion of any
Junior Preference Shares, First Series, there shall be no payment or adjustment by the Company or
by any holder of Junior Preference Shares, First Series on account of any dividends either on the Junior
Preference Shares, First Series so converted or on the Common Shares resulting from such conversion.

(d) In the case of any Junior Preference Shares, First Series which are called for redemption, the
right of conversion thereof shall, notwithstanding anything herein contained, cease and terminate
at the close of business on the tenth day prior to the date fixed for redemption, provided, however,
that if the Company shall fail to redeem such Junior Preference Shares, First Series in accordance
with the notice of redemption the right of conversion shall thereupon be restored.

(e) Omn any conversion of Junior Preference Shares, First Series, the share certificates representing
Common Shares of the Company resulting therefrom shall be issued in the name of the registered
holder of the Junior Preference Shares, First Series converted or in such name or names as such
registered holder may direct in writing (either in the notice referred to in clause (b) of this sub-para-
graph (9) or otherwise), provided that such registered holder shall pay any applicable security
transfer taxes.

(f) Theright of a registered holder of Junior Preference Shares, First Series to convert the same into
Common Shares shall be deemed to have been exercised, and the registered holder of Junior Preference
Shares, First Series to be converted (or any person or persons in whose name or names such registered
holder of Junior Preference Shares, First Series shall have directed certificates representing Common
Shares to be issued as provided in clause (e) of this sub-paragraph (9), shall be deemed to have
become a holder of Common Shares of record of the Company, for all purposes on the respective
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dates of surrender of the certificates representing the Junior Preference Shares, First Series to be
converted accompanied by notice in writing as referred to in clause (b) of this sub-paragraph (9),
notwithstanding any delay in the delivery of the certificates representing the Common Shares into
which such Junior Preference Shares, First Series have been converted.

(g) (A) The Company shall not issue fractional shares upon any conversion of Junior Preference
Shares, First Series. If a fractional interest in a Common Share would, except for the provisions
of this clause (g), be issuable upon conversion of a Junior Preference Share, First Series, the
Company shall issue a bearer non-voting and non-dividend-bearing scrip certificate of the
Company in respect of such fractional interest, which certificate, when surrendered within two
years from the date of issuance thereof to a transfer agent for the Company's Common Shares
(hereafter in this clause (g) called the “Scrip Agent'') at any ofhce for the transfer of such
Common Shares (hereafter in this clause (g) called the “Scrip Office”), together with similar
scrip certificates (issued not more than two years prior to the date of surrender) representing in
the aggregate the right to receive at least one whole Common Share, shall be exchangeable for
a share certificate or certificates for the full number of fully-paid and non-assessable Common
Shares called for by all the scrip certificates so surrendered and a new scrip certificate in respect
of any remaining fractional interest in a Common Share called for thereby.

(B) The Common Shares of the Company underlying the total number of scrip certificates to
which persons become entitled as aforesaid shall be issued to the Scrip Agent(s) and all divi-
dends received by the Scrip Agent(s) upon the underlying Common Shares shall be held in trust
by the Scrip Agent(s) for the holders of the outstanding scrip certificates. Upon presentation of
a scrip certificate at a Scrip Office, the holder thereof shall be entitled to receive payment of his
proportionate share of all dividends (less any applicable withholding tax) received by the
Scrip Agent(s) as aforesaid.

(C) If any scrip certificates are outstanding at the expiration of two years from the date of
issuance thereof, the underlying Common Shares of the Company shall be sold by the Scrip
Agent(s) on behalf of the holders of such scrip certificates in such manner and at such price
and on such other terms and at such time or times as the Scrip Agent(s) may determine, and
the proceeds of such sale and all dividends received by the Scrip Agent(s) upon the shares so
sold shall be held in trust by the Scrip Agent(s) for such holders and shall be distributed pro
rata (less any applicable withholding tax) to the holders of scrip certificates upon the surrender
thereof at the Scrip Offices.

(D) Dividends paid to Scrip Agent(s) on the Common Shares of the Company underlying out-
standing scrip certificates and the proceeds of sale of such shares may be invested by the Scrip
Agent(s) as the Scrip Agent(s) may determine, and any charges of the Scrip Agent(s) in respect
thereof shall be charged to and paid out of the income arising from such investment.

(h) The Company shall reserve, set aside and hold out of its authorized capital a sufficient number
of unissued Common Shares to enable all of the Junior Preference Shares, IFirst Series outstanding
from time to time to be converted upon the basis and upon the terms and conditions herein provided.
All shares resulting from any conversion of Junior Preference Shares, First Series into Common
Shares (including whole Common Shares resulting from the consolidation by the Company of
fractions of shares which result from conversions) shall be deemed to be fully-paid and non-assess-
able. Nothing herein contained shall affect or restrict the right of the Company to increase the
number of its authorized Common Shares in accordance with the provisions of the Act and to issue
such shares from time to time.

(i) The Conversion Price per Common Share in effect at any date shall be subject to adjustment
from time to time as follows:

(A) In case the Company shall (i) declare a dividend or make a distribution on its outstanding
Common Shares payable in Common Shares, (ii) subdivide its outstanding Common Shares
into a greater number of shares, or (iii) consolidate its outstanding Common Shares into a smaller
number of shares, the Conversion Price in effect at the record date for such dividend or distri-
bution or the effective date of such subdivision or consolidation shall be proportionately
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adjusted; such adjustment shall be made successively whenever any event referred to in this
sub-clause (A) shall occur; any such dividend or distribution on the outstanding Common
Shares of the Company payable in Common Shares shall be deemed to have been paid or made
on the record date for such dividend or distribution for purposes of calculating the number
of outstanding Common Shares under sub-clauses (B) and (C) of this clause (i).

(B) In case the Company shall fix a record date for the issuance of rights or warrants to all or
substantially all the holders of its outstanding Common Shares entitling them, for a period
expiring within 45 days after such record date, to subscribe for or purchase Common Shares
(or securities convertible into Common Shares) at a price per share (or having a conversion
price per share) less than the Current Market Price (as defined in sub-clause (D) of this clause
(i)) of a Common Share on such record date, the Conversion Price shall be adjusted immediately
after such record date so that it shall equal the price determined by multiplying the Conversion
Price in effect on such record date by a fraction, of which the numerator shall be the total
number of Common Shares outstanding on such record date plus a number of Common Shares
equal to the number arrived at by dividing the aggregate price of the total number of additional
Common Shares offered for subscription or purchase (or the aggregate conversion price of the
convertible securities so offered) by such Current Market Price per Common Share, and of
which the denominator shall be the total number of Common Shares outstanding on such
record date plus the total number of additional Common Shares offered for subscription or
purchase (or into which the convertible securities so offered are convertible); any Common
Shares owned by or held for the account of the Company shall be deemed not to be outstanding
for the purpose of any such computation; such adjustment shall be made successively whenever
such a record date is fixed; to the extent that such rights or warrants are not so issued or such
rights or warrants are not exercised prior to the expiration thereof, the Conversion Price shall
be readjusted to the Conversion Price which would then be in effect if such record date had not
been fixed, or to the Conversion Price which would then be in effect based upon the number of
Common Shares (or securities convertible into Common Shares) actually delivered upon the
exercise of such rights or warrants, as the case may be.

(C) In case the Company shall fix a record date for the making of a distribution to all or sub-
stantially all the holders of its outstanding Common Shares of (i) shares of any class other than
Common Shares or (ii) rights or warrants (excluding those referred to in sub-clause (B) of this
clause (i)) or (iii) evidences of its indebtedness or (iv) assets (excluding cash dividends or distri-
butions, and dividends or distributions referred to in sub-clause (A) of this clause (i)), then in
each such case the Conversion Price shall be adjusted immediately after such record date so
that it shall equal the price determined by multiplying the Conversion Price in effect on such
record date by a fraction, of which the numerator shall be the total number of Common Shares
outstanding multiplied by the Current Market Price per Common Share on such record date,
less the fair market value (as determined by the Directors, whose determination shall be con-
clusive) of such shares or rights or warrants or evidences of indebtedness or assets so distributed,
and of which the denominator shall be the total number of Common Shares outstanding mul-
tiplied by such Current Market Price per Common Share; any Common Shares owned by or
held for the account of the Company shall be deemed not to be outstanding for the purpose of
any such computation; such adjustment shall be made successively whenever such a record
date is fixed; to the extent that such distribution is not so made, the Conversion Price shall be
readjusted to the Conversion Price which would then be in effect based upon such shares or
rights or warrants or evidences of indebtedness or assets actually distributed.

(D) For the purpose of any computation under sub-clauses (B) and (C) of this clause (i), the
“Current Market Price” per Common Share at any date shall be deemed to be the weighted
average price at which the Common Shares of the Company have traded on The Toronto Stock
Exchange (or, if the Common Shares are not listed on The Toronto Stock Exchange, on such
stock exchange on which such shares are listed as may be selected for such purpose by the
Directors) during the 30 consecutive trading days commencing 45 trading days before such date.

(E) Inany case in which this clause (i) shall require that an adjustment shall become effective
immediately after a record date for an event referred to herein, the Company may defer until
the occurrence of such event issuing to the holder of any Junior Preference Shares, First Series
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converted atter such record date and before the occurrence of such event the additional Common
Shares issuable upon such conversion by reason of the adjustment required by such event in
addition to the Common Shares issuable upon such conversion before giving effect to such
adjustment, provided, however, that the Company shall deliver to such holder an appropriate
instrument evidencing such holder’s rights to receive such additional Common Shares upon the
occurrence of the event requiring such adjustment.

(') In the case of any reclassification of, or other change in, the outstanding Common Shares of
the Company other than a subdivision or consolidation, the Conversion Price shall be adjusted
in such manner as the Directors determine to be appropriate.

(G) No adjustment in the Conversion Price shall be required unless such adjustment would
require an increase or decrease of at least one per cent in such price, provided, however, that
any adjustments which by reason of this sub-clause (G) are not required to be made shall be
carried forward and taken into account in any subsequent adjustment.

(H) If any question shall at any time arise with respect to adjustments in the amount of the
Conversion Price, such questions shall be conclusively determined by the auditors of the
Company and any such determination shall be binding upon the Company and all transfer
agents and all shareholders of the Company.

(j) Upon any adjustment of the Conversion Price pursuant to clause (i) of this sub-paragraph (9),
the number of Common Shares into which Junior Preference Shares, First Series may be converted
shall be adjusted accordingly.

(k) Forthwith after the occurrence of any adjustment in the Conversion Price pursuant to clause (i)
of this sub-paragraph (9), the Company shall file with the transfer agent of the Company for the
Junior Preference Shares, First Series a certificate certifying as to the amount of such adjustment
and, in reasonable detail, the event requiring and the manner of computing such adjustment; the
Company shall also at such time give written notice to the registered holders of Junior Preference
Shares, First Series of the Conversion Price following such adjustment and the provisions of sub-
paragraph (7) of these provisions with respect to the giving of notice of redemption shall apply
mutatis mutandis to the giving of such notice.

(I) If the Company intends to fix a record date for any event referred to in sub-clauses (B) and (C)
of clause (i) of this sub-paragraph (9), the Company shall, at least 14 days prior to such record
date, notify the registered holders of Junior Preference Shares, First Series of such intention by
written notice setting forth the particulars thereof to the extent that such particulars have been
determined at the time of giving the notice; the provisions of sub-paragraph (7) of these provisions
with respect to the giving of notice of redemption shall apply mutatis mutandis to the giving of
notice under this clause (1).

(10) The Company shall not without, but may from time to time with, the authorization of the holders
of the Junior Preference Shares as a class given as specified in sub-paragraph (12) of these provisions
increase the authorized amount of the Junior Preference Shares or create, increase the authorized amount
of, or issue any shares (other than, subject as aforesaid, Junior Preference Shares and other than First
Preference Shares or, in the event that the First Preference Shares or shares of any other class of pref-
erence shares that the Directors have determined shall be the senior class of shares of the Company are
no longer authorized or will be no longer authorized within 35 days thereafter, shares of any class of
preference shares that the Directors have determined shall be the senior class of shares of the Company)
ranking in priority to or on a parity with the Junior Preference Shares, First Series in respect of the pay-
ment of dividends or in respect of the distribution of assets in the event of the liquidation, dissolution
or winding-up of the Company, whether voluntary or involuntary, or any other distribution of the
assets of the Company among its shareholders for the purpose of winding up its affairs.

(11) Sub-paragraphs (1) to (12) inclusive of these provisions may be deleted, varied or amplified only
by a special resolution (within the meaning of the Act) confirmed by an order of the Supreme Court of
Alberta with the authorization of the holders of the Junior Preference Shares, First Series given as
specified in sub-paragraph (12) of these provisions.

(12) Any authorization required to be given hereunder by the holders of the Junior Preference Shares,
First Series shall be deemed to be sufficiently given if contained in an instrument or instruments in writing
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signed by the holders of not less than three-fourths of the outstanding Junior Preference Shares, First
Series or if given by a resolution passed at a meeting of the holders of the Junior Preference Shares,
First Series duly called for that purpose and held upon at least 21 days’ notice at which the holders
of at least a majority of the outstanding Junior Preference Shares, First Series are present or represented
by proxy and carried by at least three-fourths of the votes cast thereon at the meeting; if at any such
meeting the holders of a majority of the outstanding Junior Preference Shares, First Series are not
present or represented by proxy within one-half hour after the time appointed for such meeting, then
the meeting shall be adjourned to such date being not less than 21 days later and to such time and
place as may be appointed by the chairman, and not less than 21 days’ notice shall be given of such
adjourned meeting but it shall not be necessary in such notice to specify the purpose for which the
meeting was originally called; at such adjourned meeting the holders of Junior Preference Shares,
First Series present or represented by proxy may transact the business for which the meeting was
originally called and a resolution passed thereat by not less than three-fourths of the votes cast at such
meeting shall constitute the authorization of the holders of the Junior Preference Shares, First Series
referred to above; the formalities to be observed in respect of the giving of notice of any such meeting
or adjourned meeting and the conduct thereof shall be those from time to time prescribed by the Articles
of Association of the Company with respect to meetings of shareholders; the foregoing provisions of
this sub-paragraph (12) shall apply mutatis mutandis to any authorization required to be given here-
under by the holders of the Junior Preference Shares as a class.

8. The manner of converting the issued capital and the authorized but unissued capital of Cigol and of
Newco into that of the Company shall be as follows:

(a) each outstanding $1.06 Cumulative Redeemable First Preference Share, Series A of Newco shall
be converted into one fully-paid and non-assessable First Preference Share, Series A, of the Company;

(b) each outstanding $1.50 Cumulative Redeemable Convertible First Preference Share, Series B of
Newco shall be converted into one fully-paid and non-assessable First Preference Share, Series B, of
the Company;

(c) each outstanding $1.50 Cumulative Redeemable Convertible Junior Preference Share, First Series
of Newco shall be converted into one fully-paid and non-assessable Junior Preference Share, First Series
of the Company;

(d) each outstanding Common Share of Newco shall be converted into one fully-paid and non-assessable
Common Share of the Company;

(e) every ten outstanding Common Shares of Cigol, other than the Common Shares of Cigol to be held
by Newco upon the Arrangement becoming effective, shall be converted into seven fully-paid and
non-assessable Common Shares of the Company;

(f) the Common Shares of Cigol to be held by Newco upon the Arrangement becoming effective shall
be cancelled; and

(g) all authorized but unissued shares of Cigol and of Newco shall be converted into authorized but
unissued Common Shares of the Company.

In the event that the aggregate paid-up capital of the Company attributable to the First Preference
Shares and Junior Preference Shares of the Company immediately following the Amalgamation shall
be in excess of the paid-up capital of Newco attributable to the First Preference Shares and Junior
Preference Shares of Newco immediately prior to the Amalgamation, the amount paid up on the
Common Shares of the Company immediately following the Amalgamation shall be deemed to be an
amount equal to the amount otherwise determinable as the amount paid up on the Common Shares of
the Company immediately following the Amalgamation less such excess.

9. The manner of converting rights under outstanding scrip certificates to receive certificates for Common
Shares of Cigol and of Newco into similar rights to receive certificates for Common Shares of the Company
shall be as follows:

(a) each outstanding right under a scrip certificate to receive a certificate for a Common Share of Cigol
exercisable only when combined with similar rights aggregating a whole number shall be converted into
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a right to receive a certificate for a fully-paid and non-assessable Common Share of the Company exer-
cisable only when combined with similar rights aggregating a whole number equal to the product
obtained by multiplying:

(i) the part of a Common Share of Cigol underlying such right, by

(i) a fraction of which the numerator is seven and the denominator is ten; and

(b) each outstanding right under a scrip certificate to receive a certificate for a Common Share of Newco
exercisable only when combined with similar rights aggregating a whole number shall be converted into
the same right to receive a certificate for a fully-paid and non-assessable Common Share of the Company.

The above-mentioned rights to receive certificates for Common Shares of the Company shall be evidenced
by bearer non-voting and non-dividend-bearing scrip certificates of the Company which shall be subject
mutatis mutandis to the terms and conditions contained in paragraph 10 hereof.

10. (a) The Company shall not issue fractional shares upon the conversion of the issued capital of Cigol
into that of the Company pursuant to paragraph 8 hereof. If a fractional interest in a Common Share
of the Company would, except for the provisions of this paragraph, be issuable upon such conversion,
the Company shall issue a bearer non-voting and non-dividend-bearing scrip certificate of the Company
in respect of such fractional interest, which certificate, when surrendered on or before December 31,1977
to a transfer agent for the Company’s Common Shares (hereafter in this paragraph called the “Scrip
Agent”’) at any office for the transfer of such Common Shares (hereafter in this paragraph called the
“Scrip Office”), together with similar scrip certificates representing in the aggregate the right to receive
at least one whole Common Share, shall be exchangeable for a share certificate or certificates for the full
number of fully-paid and non-assessable Common Shares called for by all the scrip certificates so
surrendered and a new scrip certificate in respect of any remaining fractional interest in a Common
Share called for thereby.

(b) The Common Shares of the Company underlying the total number of scrip certificates to which
persons become entitled as aforesaid shall be issued to the Scrip Agent(s) and all dividends received by
the Scrip Agent(s) upon the underlying Common Shares shall be held in trust by the Scrip Agent(s)
for the holders of the outstanding scrip certificates. Upon presentation of a scrip certificate at a Scrip
Ofhice, the holder thereof shall be entitled to receive payment of his proportionate share of all dividends
(less any applicable withholding tax) received by the Scrip Agent(s) as aforesaid.

(c) After December 31, 1977 the remaining underlying Common Shares of the Company shall be sold by
the Scrip Agent(s) on behalf of the holders of the scrip certificates then outstanding in such manner
and at such priceand on such other terms and at such time or times as the Scrip Agent(s) may
determine, and the proceeds of such sale and all dividends received by the Scrip Agent(s) upon the
shares so sold shall be held in trust by the Scrip Agent(s) for such holders and shall be distributed pro
rata (less any applicable withholding tax) to the holders of scrip certificates upon the surrender thereof
at the Scrip Offices.

(d) Dividends paid to Scrip Agent(s) on the Common Shares of the Company underlying outstanding
scrip certificates and the proceeds of sale of such shares may be invested by the Serip Agent(s) as the
Scrip Agent(s) may determine, and any charges of the Scrip Agent(s) in respect thereof shall be charged
to and paid out of the income arising from such investment.

11. Upon the completion of the Amalgamation and the issuance by the Alberta Registrar of Companies of a
Certificate of Amalgamation, each holder of shares or scrip certificates of Cigol and Newco, when requested
by the Company, shall surrender to the Company or a transfer agent his share certificates or scrip certificates,
as the case may be, and in return shall be entitled to receive share certificates or scrip certificates of the
Company on the basis stipulated in paragraphs 8, 9 and 10.

12. The Amalgamation shall not become effective unless and until each of the following conditions has been
satisfied:

(a) this Agreement shall have been adopted, with or without variation, by Cigol and Newco in accord-
ance with the Act at shareholders’ meetings duly called and held for the purpose of considering the
same;
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(b) the Supreme Court of Alberta shall have made an order approving this Agreement (following
written approval hereof by the Registrar of Companies of Alberta) without imposing any term or con-
dition which,

(i) in the opinion of the Directors of Cigol, would be unduly detrimental to the interests of Cigol,
or its shareholders or creditors, or to the interests of the Company, or its shareholders or creditors,
after the Amalgamation, or

(ii) in the opinion of the Directors of Newco, would be unduly detrimental to the interests of
Newco, or its shareholders or creditors, or to the interests of the Company, or its shareholders or
creditors, after the Amalgamation,

and the time limited for any appeal from such order shall have expired without an appeal having been
taken or, if any appeal is taken, such appeal shall have been finally disposed of upholding the order;

(c) the Public Utilities Board of Alberta shall have approved, by final order, the Amalgamation and
transactions pursuant thereto in accordance with the provisions of The Gas Utilities Act of Alberta
without imposing any term or condition which,

(i) in the opinion of the Directors of Cigol, would be unduly detrimental to the interests of Cigal,
or its shareholders or creditors, or to the interests of the Company, or its shareholders or creditors,
after the Amalgamation, or

(i) in the opinion of the Directors of Newco, would be unduly detrimental to the interests of
Newco, or its shareholders or creditors, or to the interests of the Company, or its shareholders or
creditors, after the Amalgamation;

(d) Cigol and Newco shall each have received rulings from tax authorities or legal opinions as to the
Canadian tax consequences of the Amalgamation in form satisfactory to the respective Directors of
Cigol and Newco;

(¢) A registration statement under the United States Securities Act of 1933 covering certain shares of
the Company shall have become effective and no stop order shall be outstanding in respect thereof;

(f) Cigol, Newco and N & C shall have refrained after the date of this Agreement, without the prior
approval of the Directors of each of Cigol and Newco, from:

(i) declaring any extraordinary dividend;
(i) declaring or paying any dividend in shares;
(iii) making any capital distribution; or

(iv) issuing or agreeing to issue any shares, or options or warrants for the purchase of shares, except
pursuant to rights outstanding at the date hereof to acquire such shares, options or warrants, except
as contemplated by the Arrangement, and except for an agreement by Newco with N & C with
respect to the issuance of share purchase warrants of the Company in exchange for outstanding
share purchase warrants of N & C; and

(g) N & C shall have obtained from the Minister of Consumer and Commercial Relations of Ontario a
certificate making the Arrangement effective, provided that, in approving the Arrangement, no term or
condition shall have been imposed by the Supreme Court of Ontario, the Lieutenant-Governor in
Council of Ontario or the Public Utilities Board of Alberta which,

(i) in the opinion of the Directors of Cigol, would be unduly detrimental to the interests of Cigol,
or its shareholders or creditors, or to the interests of the Company, or its shareholders or creditors,
after the Amalgamation, or

(ii) in the opinion of the Directors of Newco, would be unduly detrimental to the interests of Newco,
or its shareholders or creditors, or to the interests of the Company, or its shareholders or creditors,
after the Amalgamation.
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13. The Company shall possess all the property, rights, privileges and franchises and shall be subject to
all the liabilities, contracts and debts of Cigol and of Newco, and all of the provisions of this Agreement
respecting the name of the Company, its capital and its objects shall be deemed to constitute the Memoran-
dum of Association of the Company.

14. The Articles of Association of the Company shall be in the form of the Articles of Association annexed
hereto as Exhibit IT, and the said Articles are hereby adopted as the Articles of Association of the Company.

15. No action or proceedings by or against Cigol or Newco shall abate or be affected by the Amalgamation,
but for all purposes of such action or proceedings the name of the Company shall be substituted in such
action or proceedings in the place of Cigol or Newco.

16. The liability of the shareholders of the Company shall be limited to the amount, if any, unpaid on their
shares.

17. The books, records and files of each party hereto shall be made available for the inspection and audit
of the officers and agents of the other party hereto and all of the properties and assets of each party hereto
may be inspected by the officers and agents of the other party hereto and full information concerning the
affairs of each party hereto shall be given by such party to the officers or agents of the other party hereto
upon its request.

18. Cigol and Newco may, by resolution of their respective Directors either before or after this Agreement
has been adopted by shareholders as contemplated by sub-paragraph (a) of paragraph 12 hereof, assent to
any alteration or modification of this Agreement which the Registrar of Companies of Alberta, the Supreme
Court of Alberta, or the Public Utilities Board of the Province of Alberta may require,

19. The Directors of Cigol and the Directors of Newco shall take all such steps as may be necessary in
order that the Amalgamation shall become effective on the day on which the last of the conditions contained
in paragraph 12 hereof to be satisfied shall have been satisfied. Prior to the issue of a certificate of amalgama-
tion by the Registrar of Companies of Alberta, Cigol and Newco shall confirm in writing to the Registrar
that all of the conditions contained in paragraph 12 hereof have been satisfied, and the issuance of such
certificate of amalgamation shall be deemed to be conclusive proof as to the satisfaction of such conditions.

20. In the event that a certificate of amalgamation has not been issued by the Registrar of Companies of
Alberta by December 31, 1975, or by such later date, if any, as the shareholders of the parties hereto may
from time to time approve by three-fourths of the votes cast at a meeting or meetings of the shareholders
of each of the parties called for the purpose of considering a date extension, this Agreement and the rights and
obligations of the parties shall terminate on December 31, 1975 or such later date, as the case may be.

21. Time shall be of the essence of this Agreement.

IN WiTNEss WHEREOF this Agreement has been duly executed by the parties hereto under their respec-
tive corporate seals as witnessed by the signatures of their respective proper officers in that behalf.

CANADIAN INDUSTRIAL Gas & O1L LD,

per: “Edward A. Galvin”
Chairman of the Board and President

(corporate seal)
per: “Richey B. Love”

Director

Newco Ltp.

per: “Edmund C. Bovey”
President
(corporate seal)
per: “Edward G. Battle"

Director
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EXHIBIT I TO SCHEDULE C
[See Schedule A to this Information Circular and Proxy Statement.]

EXHIBIT II TO SCHEDULE G
ARTICLES OF ASSOCIATION OF NORCEN ENERGY RESOURCES LIMITED

INTERPRETATION
1. In these Articles, unless the context otherwise requires,
(a) the following terms shall have the meanings specified:
(i) ‘“‘Act” means The Companies Act of Alberta as from time to time amended, or any statute that
may be substituted therefor as from time to time amended;
(i1) “‘annual meeting'' means the annual meeting of shareholders referred to in Article 4;
(iii) "‘board’ means the board of directors of the Company;
(iv) “Company”’ means Norcen Energy Resources Limited;
(v) ‘““director’” means a member of the board;
(vi) “meeting of shareholders’” means an annual meeting and/or a special meeting of shareholders;
(vii) “Memorandum'’ means the provisions of the amalgamation agreement between Canadian Industrial
Gas & 0il Ltd. and Newco Ltd. dated as of December 11, 1974, respecting the name of the Company,
its capital and its objects, as from time to time amended;
(viii) “‘shareholder’ includes a ““‘member"" as that term is defined in the Act; and
(ix) “‘special meeting of shareholders’” means any meeting of shareholders of the Company other than
an annual meeting and includes a meeting of any class or series of any class of shareholders;
(b) terms that are also used in the Act shall have the meanings given to such terms in the Act; and

(c) words importing the singular number shall include the plural number and vice versa, words importing
the masculine gender shall include the feminine and neuter genders, and words importing persons shall include
individuals, bodies corporate, trusts and unincorporated associations.

TABLE A

2. The regulations contained in Table ‘A’ in the First Schedule to the Act are hereby excluded and shall
not apply to the Company.

REGISTERED OFFICE

3. The registered office of the Company shall be in the City of Calgary, in the Province of Alberta, and at
such location within the Province as the board may from time to time determine.

SHAREHOLDERS

4. Annual meeting —A meeting of shareholders of the Company shall be held annually, at such time and
at such place, either within or without the Province of Alberta, as the board, the chairman of the board or the
president may determine, for the purposes of receiving the Company’s financial statements (together with the
report thereon of the Company’s auditor) for the last completed fiscal period of the Company, electing
directors for the ensuing year, appointing the auditor for the ensuing year and fixing, or authorizing the board
to fix, his remuneration, and for the transaction of such other business as may properly be brought before
the meeting.

5. Annual financial statements—Twenty-one days or more before each annual meeting, the financial
statements to be placed before such annual meeting, together with the report thereon of the Company's
auditor, shall be sent to each shareholder. The board may fix in advance of each annual meeting a time as
the record date for the determination of the shareholders entitled to receive the financial statements to be
placed before the annual meeting.
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6. Special meeting—In addition to the provisions of the Act in this regard, a special meeting of share-
holders may be held at any time upon call by the board, the chairman of the board or the president. Any such
meeting shall be held at such place, either within or without the Province of Alberta, as may be determined
by the board or the officer calling the meeting.

7. Notice of meeting —Notice of the time and place of every meeting of shareholders shall be given, not
less than 21 days nor more than 50 days before the date of the meeting, to each shareholder holding one or
more shares of the Company carrying the right to vote at the meeting, to each director, and to the Company’s
auditor. The board may fix in advance of any meeting of shareholders a time as the record date for the
determination of the shareholders entitled to receive notice of the meeting. A meeting of shareholders may
be held at any time without notice if all the shareholders entitled to vote thereat are present in person or
represented by proxy or those not so present or represented waive notice of or otherwise consent to the holding
of such meeting, and if the auditor is present or waives notice of or otherwise consents to the holding of the
meeting. It shall not be necessary to give notice of any adjourned meeting of shareholders.

8. Persons entitled to be present at meeting—The only persons entitled to attend a meeting of
shareholders shall be those persons entitled to vote thereat, the directors, the Company's auditor, and
any other persons who, although not entitled to vote at the meeting, are entitled or required to attend the
meeting under any provisions of the Act, the Memorandum or these Articles. Any other person may be
admitted to the meeting only on the invitation of the chairman of the meeting or with the consent of the
meeting.

9. Quorum—At any meeting of shareholders, a quorum shall consist of at least two persons holding or
representing by proxy not less than 259, of all the shares of the Company enjoying voting rights at the
meeting.

10. Right to vote—At any meeting of shareholders, every person shall be entitled to vote in respect of any
question who, at the time of taking the vote in respect thereof (or at the record date for voting if such a
date has been fixed), is entered in the Company’s records as the holder of one or more shares carrying the
right to vote at the meeting. The board may fix in advance of any such meeting a time as the record date
for the determination of the shareholders entitled to vote at the meeting, provided that such time shall be
not more than 48 hours (excluding any part of a Saturday or holiday) before the time of the meeting. Upon
filing proof of his appointment reasonably sufficient to the secretary of a meeting of shareholders, a person
who holds shares as an executor, administrator, guardian, tutor, trustee, receiver, liquidator, or committee of
or curator to a mentally incompetent person, or another person appointed by proxy to represent him at the
meeting, shall be entitled to vote in respect of such shares at the meeting. Where two or more persons hold the
same shares jointly, any one of such persons present in person or represented by proxy at a meeting of share-
holders shall be entitled in the absence of the other or others to vote in respect of such shares, but, if more than
one of such persons are present or represented by proxy at the meeting and vote, they shall vote together
as one in respect of such shares.

11. Proxies—Subject to the provisions of the Act, every person entitled to vote at a meeting of shareholders
may appoint, by means of a proxy, another person, who need not be a shareholder, as his nominee to vote on
his behalf and otherwise represent him at the meeting.

12. Show of hands—Subject to the requirements of the Act, every question at a meeting of shareholders,
including an election or appointment, shall be decided by a show of hands unless a poll is required by the
chairman of the meeting or is demanded by any person who is present and entitled to vote at the meeting.
Upon a show of hands every person who is present and entitled to vote shall have one vote. Whenever a
vote by show of hands has been taken on a question, unless a poll thereon is so required or demanded a
declaration by the chairman of the meeting that the vote upon the question has been carried, or has been
carried by a particular majority, or has not been carried, and an entry to that effect in the minutes of the
meeting, shall be prima facie evidence of the fact without proof of the number or proportion of the votes
cast in favour of or against any resolution or other proceeding in respect of such question, and the result of
the vote so taken shall be the decision of the shareholders upon such question.

13. Poll—Whether or not a show of hands has been taken on any question at a meeting of shareholders,
the chairman of the meeting may require, or any person who is present and entitled to vote at the meeting
may demand, a poll on the question. A poll so required or demanded shall be taken in such manner as the
chairman of the meeting may direct. Upon a poll each person who is present and entitled to vote at the
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meeting shall have, in respect of the shares which he is entitled to vote at the meeting, that number of votes
provided by the Act, the Memorandum, these Articles, or resolutions of the board or of the shareholders
creating the shares, and the result of the vote so taken shall be the decision of the shareholders upon the
question.

14. Votes to govern—Unless otherwise required by the Act, the Memorandum or these Articles, every
question at a meeting of shareholders shall be decided by a majority of the votes cast on the question.

15. Casting vote—In the event of an equality of votes on any question at a meeting of shareholders either
upon a show of hands or upon a poll, the chairman of the meeting shall be entitled to a second or casting vote.

16. Scrutineers—At any meeting of shareholders one or more scrutineers may be appointed to serve at the
meeting either by a resolution of the meeting or by the chairman. No such scrutineer need be a shareholder
of the Company.
DIRECTORS

17. Powers and duties of board —The board shall manage or supervise the management of the affairs and
business of the Company, and, in addition to the powers by these Articles or otherwise expressly conferred
upon it, may exercise all such powers and do all such acts and things as may be exercised or done by the
Company and are not by these Articles or by the Act or other statute expressly required to be exercised or
done by the shareholders. Without restricting the generality of the foregoing, the board may from time to
time in its discretion (i) raise or borrow money for the purposes of the Company’s business, (ii) issue bonds,
debentures or other securities payable to bearer or otherwise, at a discount, premium or otherwise, or upon
such other terms and conditions and in such manner as the board shall consider to be for the benefit of the
Company, (iii) guarantee the performance or fulfilment of any contracts or obligations or the payment of the
principal of and interest on securities, mortgages and liabilities of any person or corporation with whom or
which the Company may have business relations or any of whose shares, securities or other obligations are
held by the Company, and (iv) secure any or all of the foregoing by mortgage or charge upon the undertaking
and the whole or any part of the assets or the property of the Company (present and future) including its
unissued capital.

18. Number of directors —The board shall have not less than 12 members nor more than 18 members,
provided, however, that the shareholders may, by a resolution carried by at least two-thirds of the votes cast
at a meeting of shareholders, increase or reduce the maximum or minimum number of directors and may at
such meeting elect directors to fill any vacancies resulting from any such increase. Two-hfths of the members
of the board shall constitute a quorum at any meeting. Notwithstanding any vacancies, the remaining
directors may exercise all the powers of the board so long as a quorum of the board remains in office.

19. Qualifications of directors—No person shall be qualified to be elected or appointed a director of the
Company before he has attained the age of 18 years or after he has attained the age of 70 years. No un-
discharged bankrupt or mentally incompetent person shall be qualified to be elected or appointed a director
and, if a person who has been elected or appointed a director becomes bankrupt or mentally incompetent, he
shall thereupon cease to be a director.

20. Election and term—The directors shall be elected at each annual meeting to hold office until the next
annual meeting or until their respective successors are elected or appointed. At any annual meeting every
retiring director shall, if qualified, be eligible for re-election, and, subject to Article 18, the number of
directors to be elected annually shall be the number existing immediately prior to such meeting or such
other number as is approved by ordinary resolution at such meeting.

21. Resignation of directors—A director may resign his office by giving notice of his resignation to the
secretary of the Company and such resignation shall be effective upon receipt thereof by the secretary or
upon such later date as may be specified in the notice.

22 Removal of directors—The shareholders may, at a special meeting of shareholders, remove any
director before the expiration of his term of office and elect any qualified person in his place for the remainder
of his term.

23. Vacancies and additions —Subject to Article 22, if a vacancy shall occur in the board between
annual meetings otherwise than as a result of an increase in the number of directors, the remaining directors,
if constituting a quorum, may appoint a qualified person to fill the vacancy for the remainder of the term.
If the remaining directors do not constitute a quorum, they shall forthwith call a meeting of shareholders to
fill the vacancy. The directors shall have power from time to time to appoint any other qualified person
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as an addition or additions to the board, but the total number of directors shall not exceed the maximum
number applicable under Article 18 from time to time.

24. Calling of meeting —A meeting of the board may be held at any time upon call by the chairman of the
board, the vice-chairman of the board, the president or any two directors. Each meeting of the board shall
be held at such place, either within or without the Province of Alberta, as may be determined by the person
or persons calling the meeting. Notice of each such meeting shall be given to every director not less than 48
hours before the time at which the meeting is to be held, provided that no notice of a meeting shall be neces-
sary if all the directors are present or if those absent waive notice of or otherwise consent to the holding of
the meeting.

25. Meetings by telephone—Any director may participate in a meeting of the board or any committee of
the board by means of conference telephone or other communications equipment by which all persons par-
ticipating in the meeting can hear each other, and a director participating in a meeting pursuant to this
Article shall be deemed to be present in person at that meeting.

26. Resolutions in writing —A resolution in writing, signed by all of the directors without their meeting
together (which resolution may be executed in several counterparts), shall be as valid and effectual as if it had
been passed at a meeting of the board held for such purpose, and shall be effective as of the date upon which
such resolution was signed by the last of the directors to sign the resolution.

27. First meeting of new board —Each newly-elected board may, without notice, hold its first meeting for
the purpose of organization and the election and appointment of officers immediately following the meeting of
shareholders at which the members of the board were elected, provided that a quorum is present.

28. Votes to govern—Every question at a meeting of the board shall be decided by a majority of the votes
cast on the question.

29. Casting vote—In the event of an equality of the votes on any question at a meeting of the board, the
chairman of the meeting shall be entitled to a second or casting vote.

30. Validity of acts of directors—All acts done by any person acting as a director shall, notwithstanding
that it shall thereafter be discovered that there was some defect in the election, appointment or qualification
of such person as a director, be as valid as if such person had been duly elected, appointed or qualified to be
a director, as the case may be.

31. Remuneration and expenses—Each director shall be remunerated for his services as a director at such
rate as the board may from time to time determine. In addition, each director shall be paid such sums in
respect of the out-of-pocket expenses incurred by him in attending meetings of the board, meetings of any
committee of the board of which he is a member, or meetings of shareholders, or otherwise incurred by him
in connection with the performance of his duties as a director, as the board may from time to time determine.
Nothing herein contained shall preclude any director from receiving remuneration for serving the Company
as an officer or employee or in any other capacity.

32. Interest of director in contract—Subject to the provisions of the Act, it shall be the duty of every
director of the Company who has, directly or indirectly, any interest in any contract or transaction to which
the Company or a subsidiary is or is to be a party to disclose his interest in such contract or transaction at a
meeting of the board in accordance with the requirements of the Act and to refrain from voting in respect
thereof at any meeting of the board. No director shall be disqualified by his office from serving the Company
as an officer or employee or in any other capacity or from serving any affiliated corporation in any such
capacity or from contracting with the Company or any affiliated corporation, nor shall any contract or
transaction entered into by the Company or an affiliated corporation in which any director shall be in any
way interested either personally or as a member of a firm or other association or as a shareholder or director
of another corporation or in any other manner whatsoever be avoided, nor shall any director be liable to
account to the Company for any profit arising from serving the Company or any affiliated corporation in
any such capacity.

33. Loans to employees—The Company may from time to time when authorized by the board:

(a) make loans to bona fide full-time employees of the Company, whether or not they are shareholders or
directors, with a view to enabling them to purchase or erect dwelling houses for their own occupation, and
take from such employees mortgages or other security for the repayment of such loans;
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(b) provide, in accordance with a scheme for the time being in force, money by way of loan for the purchase
of or subscription for shares of the Company by trustees, to be held by or for the benefit of bona fide em-
ployees of the Company, whether or not they are shareholders or directors; and

(c) make loans to bona fide employees of the Company other than directors, whether or not they are
shareholders, with a view to enabling them to purchase shares of the Company to be held by them by way
of beneficial ownership.

COMMITTEES

34. Executive committee—The board may, at the first meeting of the board after each annual meeting or
at any other time, elect from among its members an executive committee consisting of such number of
directors (of whom a majority shall form a quorum at any meeting) as the board shall determine. Each
member of the executive committee shall hold office, subject to the pleasure of the board, until the next
annual meeting, and the board may fill any vacancies in such committee occurring from time to time. If
and whenever a vacancy shall exist in the executive committee, however, the remaining members may
exercise all of its powers so long as a majority of the stated number of members of the committee remains
in office.

During the intervals between meetings of the board, the executive committee shall possess and may
exercise all of the powers of the board subject to any restrictions that may be imposed from time to time by
the board. The minutes of each meeting of the executive committee shall be furnished, as soon thereafter as
practicable, to the board.

A meeting of the executive committee may be held at any place within or without the Province of Alberta.

35. Audit committee—At the first meeting of the board after each annual meeting, the board shall elect
from among its members an audit committee consisting of such number of directors as the board may deter-
mine. Each member of the audit committee shall hold office, subject to the pleasure of the board, until the
next annual meeting, and the board shall fill any vacancies in such committee occurring from time to time.

36. Other committees—The board may from time to time elect or appoint such other committees as it
may deem advisable.

37. Powers and procedure—Subject to the other provisions of these Articles, the board may from time to
time delegate any powers to any of its committees and may from time to time revoke any such delegation.
Except to the extent otherwise provided in these Articles or otherwise determined by the board, each com-
mittee of the board shall have the power to elect its own chairman, to fix the quorum for its meetings at not
less than a majority of its members, and to fix its own rules of procedure.

OFFICERS

38. Elected officers—At the first meeting of the board after each annual meeting the board shall elect from
among its members a president, and at such meeting or at any other time the board may elect from among its
members a chairman of the board and, in addition, may elect therefrom one or more vice-chairmen of the
board.

39. Appointed officers—The board shall appoint a secretary at the first meeting of the board after each
annual meeting, and the board may at such meeting or at any other time appoint one or more vice-presidents,
a treasurer and such other officers as the board shall see fit, including one or more officers as assistants to
any other officer or officers. The officers so appointed may, but need not, be members of the board. One
person may hold more than one office.

40. Term of office and remuneration—In the absence of any written agreement to the contrary, each
officer shall hold office, subject to the pleasure of the board, until the next annual meeting or until his successor
is elected or appointed. The remuneration and other terms of employment of officers shall be settled from
time to time by the board.

41. Vacancies—If a vacancy occurs from time to time in either of the offices of president and secretary,
such vacancy shall be filled forthwith by the board. If a vacancy occurs from time to time in any other office
of the Company, the board may, but need not, fill such vacancy.
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42. Chairman of the board—If a chairman of the board is elected, he shall be charged, subject to the
authority of the board, with the general supervision of the affairs and business of the Company and shall
preside at all meetings of shareholders and of the board.

43. Vice-chairman of the board —The vice-chairman of the board, or any of the vice-chairmen if there be
more than one, shall, in the absence of the chairman of the board from any meeting of the board, preside at
such meeting. In addition, the vice-chairman, or vice-chairmen if there be more than one, shall have such
powers and duties as may be assigned to him or them from time to time by the board or by the chairman of
the board.

44. President—If there is in office a chairman of the board, the president shall be charged, subject to the
authority of the chairman of the board, with the general supervision of the day-to-day operations of the
Company. In the absence from any meeting of shareholders of the chairman of the board, the president
shall preside at such meeting. In the absence from any meeting of the board of the chairman of the hoard
and of a vice-chairman of the board, if any, the president shall preside at such meeting. During any other
absences of the chairman of the board or during his disability, the powers of the chairman of the board may
be exercised and his duties shall be performed by the president; whenever the president exercises any of
such powers or performs any of such duties, the absence or disability of the chairman of the hoard shall be
presumed. In addition, the president shall have such powers and duties as may be assigned to him from time
to time by the board or by the chairman of the board.

If there is not in office a chairman of the board, the president shall be charged, subject to the authority
of the board, with the general supervision of the affairs and business of the Company. He shall preside at
all meetings of shareholders and of the board.

45. Vice-president—The vice-president or vice-presidents shall have such powers and duties as may be
assigned to them from time to time by the board, by the chairman of the board, or by the president. Any
vice-president may be designated as a senior or executive vice-president or otherwise so as to indicate his
seniority or function.

46. Secretary—The secretary shall give, or cause to be given, all notices required to be given to share-
holders, directors, members of committees of the board, and the Company’s auditor. He shall attend all
meetings of shareholders and, if requested, of the board and of committees of the board, and shall prepare,
or cause to be prepared, minutes of all proceedings at such meetings at which he is in attendance. In addition,
he shall have such powers and duties as may be assigned to him from time to time by the board, by the
chairman of the board, or by the president.

47. Treasurer—The treasurer shall be responsible for the deposit and disbursement of funds and the safe-
keeping of securities of the Company. In addition, he shall have such powers and duties as may be assigned
to him from time to time by the board, by the chairman of the board, or by the president.

48. Other officers—The powers and duties of all other officers of the Company shall be such as may be
assigned to them from time to time by the board, by the chairman of the board, or by the president, or as
may be called for by the terms of their engagement.

49. Agents and attorneys—The board may from time to time appoint agents or attorneys for the Company
within or without the Province of Alberta with such powers of management or otherwise (including the
power to sub-delegate) as shall be thought fit.

PROTECTION OF DIRECTORS AND OFFICERS

50. Indemnity of directors and officers—Every director and officer of the Company and his heirs,
executors, administrators and other legal personal representatives shall from time to time be indemnified
and saved harmless by the Company from and against,

(a) any liability and all costs, charges and expenses that he sustains or incurs in respect of any action, suit
or proceeding that is proposed or commenced against him for or in respect of anything done or permitted
by him in respect of the execution of the duties of his office, and
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(b) all other costs, charges and expenses that he sustains or incurs in respect of the affairs of the Company,

provided that no director or officer of the Company shall be indemnified by the Company in respect of any
liability, costs, charges or expenses that he sustains or incurs in or about any action, suit or other proceeding
as a result of which he is adjudged to be in breach of any duty or responsibility imposed upon him by law
unless, in an action brought against him in his capacity as director or officer, he has achieved substantial
success as a defendant.

51. Insurance—The Company may purchase and maintain insurance for the benefit of directors and
officers.

SHARES

52. Issue of shares—Subject to the provisions of the Act, the Memorandum and these Articles, the board
may from time to time allot, issue, or grant options to purchase, the whole or any part of the unissued shares
of the Company to such persons or classes of persons and in such manner as the board shall determine.

53. Payment of commissions—Subject to the provisions of the Act, the board may from time to time
authorize the payment of commissions (payable either in cash or by the allotment of shares or partly in cash
and partly by the allotment of shares or in any other manner) or the allowance of discounts to any persons
in consideration of their subscribing or agreeing to subscribe, whether absolutely or conditionally, for un-
issued shares of the Company, or procuring or agreeing to procure subscriptions, whether absolute or con-
ditional, for such shares, provided that no such commission or discount may exceed 25% of the subscription
price.

54, Share certificates—Every shareholder shall be entitled, without payment, to a share certificate
evidencing the shares held by him as shown by the Company's records. Subject to the requirements of the
Act, share certificates shall be in such form or forms as the board may from time to time determine. Share
certificates need not be under corporate seal and shall be signed by two officers of the Company in accordance
with Article 64 hereof and, if the Company has appointed a transfer agent for the Company's shares of the
particular class or series of shares, countersigned by or on behalf of such transfer agent or any branch transfer
agent for such shares, provided that, if so countersigned, the signatures of the officers may be printed,
engraved, lithographed or otherwise mechanically reproduced on the certificates. Share certificates so exe-
cuted shall be valid notwithstanding that one or both of the officers whose signatures (whether manual or
facsimile) appear thereon no longer hold office at the date of issue or delivery of the certificates.

55. Replacement of share certificates—Subject to the provisions of the Act, the board, or any officer or
agent designated by the board, may impose, either generally or in a particular case, reasonable requirements
for the issuance of new share certificates in substitution for and upon cancellation of share certificates that
have been defaced or in substitution for share certificates that have been lost or destroyed.

56. Transfer agents and registrars—From time to time the board may appoint a transfer agent to keep
the register of transfers for any class or series of shares of the Company and may also appoint a registrar to
keep the register of holders for any class or series of shares. The board may also from time to time provide
for the keeping of one or more branch registers of transfers or of holders for any class or series of shares,
whether located within or without the Province of Alberta, and may for such purpose appoint one or more
branch transfer agents or branch registrars. One person may be appointed both transfer agent and registrar
or branch transfer agent and branch registrar.

57. Registration of transfers—No transfer of shares of the Company shall be registered in a register of
transfers or any branch register of transfers except upon surrender of the certificate representing such shares
with a transfer of the shares endorsed thereon or delivered therewith duly executed by the registered holder
or his attorney or successor and upon compliance with any other reasonable requirements of the Company or
a transfer agent or branch transfer agent. Any transferor of shares shall be deemed to remain the holder of
the shares until the name of the transferee is entered in a register in respect thereof.

58, Declaration of dividends—Subject to the provisions of the Act, the board may from time to time
declare, and cause the Company to pay, dividends (including distributions of paid-up shares, bonds, deben-

175



tures or other securities of the Company and of specific assets of the Company) on issued shares of the Com-
pany. A dividend payable to any shareholder in cash shall be paid by cheque drawn on the Company’s
banker to the order of the shareholder and shall be mailed to such shareholder by prepaid ordinary or air mail
in a sealed envelope addressed to him (unless he has directed otherwise) at his address as shown in the
Company’s records. In the case of joint holders, the cheque (unless they have directed otherwise) shall be
made payable to the order of all of such joint holders and, if more than one address appears in the Company’s
records in respect of the joint holding, shall be mailed to the joint holders at the first address so appearing.
The mailing of such cheque as aforesaid (unless it is not paid on due presentation) shall discharge the Com-
pany's liability for the dividend to the extent of the sum represented thereby plus the amount of any tax
which the Company was required to withhold. In the event of the non-receipt of such cheque, the Company
shall issue to the shareholder a replacement cheque for the same amount on such reasonable terms as to
indemnity and evidence of non-receipt as the board, or any officer or agent designated by the board, may
require.

59. Record date—The board may fix in advance a time, preceding by not more than 31 days the date
of payment of any dividend, the date of issuance of any warrant or other evidence of a right to subscribe
for securities of the Company, or the effective date for any conversion, exchange or other change in the share
capital of the Company, as the record date for the determination of the shareholders entitled to such dividend,
such warrant or other evidence of a right to subscribe for securities, or the rights in respect of such change
in share capital, as the case may be.

60. Joint holders—Where two or more persons are registered jointly as holders of shares of the Company,
any one of such persons may give a receipt on behalf of all of them for a share certificate that is issued in
respect of their shares, for any dividend that is paid in respect of their shares, or for any warrant or other
evidence of a right to subscribe for securities of the Company that is issued in respect of their shares, or for
any evidence of the rights in respect of any conversion, exchange or other change in the share capital of
the Company that is issued in respect of their shares.

61. Changes of capital —Subject to the provisions of the Act, the Company may by resolution of the board:

(a) increase the maximum price or consideration for which shares without nominal or par value may be
issued, where such maximum price or consideration has been stated in the Memorandum or these Articles;

(b) cancel shares which, at the date of the passing of the above-mentioned resolution, have not been taken
or agreed to be taken by any person, and diminish the amount of its share capital by the amount of the
shares cancelled or, in the case of the cancellation of shares without nominal or par value, by the number of
shares cancelled;

(c) cancel paid-up shares which are surrendered to the Company by way of gift and, if the resolution so
provides, diminish the amount of its share capital by the amount of the shares, or, in the case of shares without
nominal or par value, by the number of shares cancelled; or

(d) cancel paid-up shares that are acquired by the Company on a distribution of the assets of another
corporation under liquidation proceedings, and, if the resolution so provides, diminish the amount of its
share capital by the amount of the shares cancelled, or, in the case of shares without nominal or par value,
by the number of shares cancelled.

Subject to the provisions of the Act, the Company may by special resolution alter the conditions of the
Memorandum as follows:

(a) increase its share capital by the creation of new shares of such amount or of such number of new shares
without nominal or par value as it thinks expedient;

(b) consolidate and divide all or any of its share capital having a par value into shares of larger amount
than its existing shares;

(c) convert all or any of its paid-up shares into stock and reconvert that stock into paid-up shares of any
denomination or without nominal or par value; or

(d) subdivide its shares having a par value, or any of them, into shares of smaller amount than its existing
shares, so, however, that in the subdivision the proportion between the amount paid and the amount (if any)
unpaid on each reduced share shall be the same as it was in the case of the share from which the reduced
share is derived.
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Shares created pursuant to the foregoing provisions of this Article 61 shall be issued upon such terms and
conditions and with such rights, restrictions, conditions and limitations as the meeting of shareholders which
resolves upon the creation thereof shall direct or, if no direction be given, as the board shall determine.

Subject to the provisions of the Act, the redemption of preference shares of the Company may be
effected on such terms and in such manner as are stated in the Memorandum or the resolution creating the
applicable series, the provisions of the Memorandum or the resolution in this regard being incorporated
herein by reference.

EXECUTION OF DOCUMENTS

62. Banking arrangements—The banking business of the Company shall be transacted with such banks,
trust companies or other persons as the board may from time to time determine, and such business shall be
transacted on the Company’s behalf by such officers or other persons, and in such manner, as the board may
from time to time prescribe.

63. Certificates —The secretary or any other officer may sign certificates and similar instruments on the
Company’s behalf with respect to any factual matters relating to the Company’s affairs and business, in-
cluding certificates verifying copies of Articles, resolutions, and minutes of meetings.

64. Contracts—Subject to Article 63 hereof, all contracts, deeds, bills of sale, assignments and other
instruments including, subject to the provisions of Article 54 hereof, share certificates shall be signed on the
Company's behalf by two persons, one of whom is a director or holds the office of chairman of the board,
vice-chairman of the board, president or vice-president and the other of whom is another director or holds
one of such offices or the office of secretary or treasurer or any other office of the Company.

Notwithstanding the foregoing provisions of this Article and the provisions of Article 63 hereof
but subject to the provisions of Article 54 hereof, the board may from time to time direct the person or
persons by whom and the manner in which, including the use of facsimile reproductions of any or all signa-
tures, any particular instrument or class of instruments shall be signed.

65. Corporate seal —The corporate seal may be affixed to any instrument of the Company when considered
advisable by any officer signing the same on the Company’s behalf or when authorized by the board. The
Company may have for use in any province, country or other jurisdiction an official seal which shall be in
the same form as the corporate seal of the Company with the addition on its face of the name of the province,
country or other jurisdiction in which it is to be used. The facsimile reproduction of the corporate seal or an
official seal on any instrument shall have the same effect as if such seal were affixed thereto.

NOTICES

66. Method of giving —Any notice, communication or other document to be given or sent by the Company
to a shareholder, director, officer or auditor of the Company under any provision of these Articles, the Memo-
randum or the Act shall be sufficiently given or sent if it is:

(a) delivered personally to the person to whom it is to be given;
(b) delivered to his address as shown in the Company’s records;

(c) mailed by prepaid ordinary or air mail in a sealed envelope addressed to him at his address as shown
in the Company's records; or

(d) sent to him at his address as shown in the Company’s records by any form of prepaid transmitted or
recorded communication.

A notice, communication or other document so delivered shall be deemed to have been given or sent when it is
delivered personally or at the address aforesaid, a notice, communication or document so mailed shall be
deemed to have been given or sent when deposited in a post office or public letter box, and a notice, communi-
cation or document sent by any form of prepaid transmitted or recorded communication shall be deemed to
have been given or sent when despatched or when delivered to the appropriate communications agency or its
representative for despatch. From time to time the secretary may change the address in the Company's
records for any person in accordance with any information believed by him to be reliable.
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If no address for any shareholder is known to the secretary, a notice, communication or other document
pested up in the registered office of the Company shall be deemed to have been sufficiently given or sent to
such shareholder upon it being so posted up.

67. Gomputation of time—In computing the time when notice must be given pursuant to any requirement
for a specified number of days’ notice of any meeting or other event, both the date on which the notice is given
and the date of the meeting or other event shall be excluded.

68. Omissions and errors—The accidental omission to give any notice, communication or other document
to any shareholder, director, officer or auditor of the Company, or the non-receipt of any notice, communica-
tion or other document by any such person, or any error in any notice, communication or other document
not affecting the substance thereof, shall not prevent the holding of any meeting held pursuant to such
notice, communication or other document or otherwise founded thereon, or invalidate any action taken at
such meeting.

69. Notice to joint shareholders—Any notice with respect to a share of the Company registered in more
than one name may, if more than one address appears in the Company’s records in respect thereof, be given
to the holders of such share at the first address so appearing, and notice so given shall be sufficient notice to all
such holders.

70. Person entitled by death or operation of law—Every person who by death of a shareholder, operation
of law, transfer, or any other means whatsoever, shall become entitled to any share of the Company shall be
bound by every notice in respect of such share which, prior to his name and address being entered in the
Company’s records, was given to the person from whom he derived his title to such share (whether such notice
was given before or after the happening of the event upon which he became so entitled).

71. Waiver of notice—Any person entitled to receive a notice required to be given by the Company under
the Act, the Memorandum or these Articles, or any person appointed by proxy to represent a shareholder
entitled to receive such notice, may waive such notice, and such waiver, whether given tefore or after the
meeting or other event of which the notice is required to be given, shall cure any default in giving the notice.
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SCHEDULE D

NORCEN ENERGY RESOURCES LIMITED
INCENTIVE STOCK OPTION PLAN

1. The Board of Directors of Norcen Energy Resources Limited (‘‘the Company’’) may from time to time
in its discretion grant to officers and other full-time employees of the Company and its subsidiaries the right
to purchase all or any part of 650,000 Common Shares without par value of the Company upon and subject
to such terms, conditions and limitations as are herein contained and otherwise as the Board of Directors may
from time to time impose in each option.

2. A Director as such will not be eligible to receive an option under the Plan, but an officer or person
employed or engaged in any other capacity by the Company or one or more of its subsidiaries will not be
ineligible merely because he may be a Director.

3. The purchase price of the Common Shares, upon exercise of each option granted under the Plan, shall be
a price fixed for such option by the Board of Directors, but such price shall be not less than 909, of the fair
market value of the Common Shares. The fair market value for this purpose shall be deemed to be the
mean between the highest and lowest prices at which the Company’s Common Shares were traded on The
Toronto Stock Exchange on the day preceding the date on which the price is so fixed, or, if not so traded,
the mean between the closing bid and asking prices thereof on such Exchange for such day.

4, The shares subject to each option shall become purchasable at such time or times after the option is
granted as may be determined by the Board of Directors. Each option, unless sooner terminated, shall expire
on a date to be fixed by the Board of Directors which date shall be not later than five years from the day the
option is granted. Any shares not purchased prior to the expiration of an option may thereafter be re-allocated
under the Plan.

5. If the employment of any employee shall be terminated so that he is no longer employed either by the
Company or by any subsidiary, his option shall be limited to the number of shares immediately purchasable
by him at the time of such termination and his option to purchase any remaining shares shall expire forthwith.
Such limited option may be exercised within three months after the termination of employment (or, in the
case of death while an employee or within three months after termination of employment, then by his
executor or other personal representative within twelve months after such death), but in no event after the
date fixed in the option for its expiration. In the case of any employee on approved leave of absence the
Board of Directors may make such provision respecting continuance of the option as it may deem equitable,
except that in no event shall any option be exercised after the date fixed in such option for termination.

6. No option shall be transferable otherwise than by will or the laws of succession and distribution.

7. No person shall have any of the rights of a shareholder in respect of any shares subject to an option until
such shares have been paid for in full and issued to him.

8. The number of Common Shares subject to the Plan shall be increased or decreased proportionately in the
event of the subdivision or consolidation of Common Shares of the Company, and in any such event a corres-
sponding adjustment shall be made changing the number of shares deliverable upon the exercise of any option
theretofore granted without change in the total price applicable to the unexercised portion of the option, but
with a corresponding adjustment in the price for each share covered by the option. In case the Company is
reorganized or merged or consolidated or amalgamated with another corporation, appropriate provisions shall
be made for the continuance of outstanding rights and to prevent their dilution or enlargement.

9. The Board of Directors may at any time terminate the Plan with respect to any shares not at the time
subject to option, and the Board of Directors may at any time amend any of the provisions of the Plan
except that the Board may not increase the number of shares referred to in paragraph 1 hereof or reduce
the percentage referred to in paragraph 3 hereof.

10. Within the foregoing limitations, the Board of Directors is authorized to provide for the grant and
exercise of options on such terms (which may vary as between options) as it shall determine. All decisions and
interpretations made by the Board of Directors shall be binding and conclusive on the Company and all
employees eligible to participate in the Plan.
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