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1 9 8 9 H i g h l i g h t s

C O R P O R A T E

O T h e C o m p a n y s o i l a n d g a s s u b s i d i a r i e s , R a n c h m e n s

R e s o u r c e s L t d . a n d C o n s o l i d a t e d T r a n s C a n a d a

R e s o u r c e s L t d . , c o m b i n e d i n S e p t e m b e r , 1 9 8 9 t o f o r m

a m o r e e f f i c i e n t a n d p r o f i t a b l e c o m p a n y w i t h T O T A L

1 E n e r g o l d C o r p o r a t i o n r e t a i n i n g a 5 6 p e r c e n t i n t e r e s t .

0 S u b s e q u e n t t o y e a r - e n d , t h e C o m p a n y a c q u i r e d 1 2 . 5

p e r c e n t o f V e n t u r e s T r i d e n t l l L i m i t e d P a r t n e r s h i p w h i c h

h a s a n i n t e r e s t i n o v e r 1 2 c o m p a n i e s a n d p r o j e c t s

i n v o l v e d i n g o l d e x p l o r a t i o n a n d p r o d u c t i o n .

0 T h e D o m e M o u n t a i n d i s p u t e w a s r e s o l v e d , r e s u l t i n g i n

t h e r e t e n t i o n o f a 1 5 % N P l i n t h e p r o p e r t y a n d a p p r o x i -

m a t e l y 1 9 % o f t h e s h a r e s o f e a c h o f t h e r e m a i n i n g j o i n t

v e n t u r e p a r t n e r s .

M I N E R A L E X P L O R A T I O N

0 A t t h e E r i c k s o n G o l d M i n e , s u s p e n s i o n o f t h e d r i f t

p e r m i t t e d f u n d s t o b e r e d i r e c t e d t o w a r d s a c c e l e r a t e d

e x p l o r a t i o n o f t h e H e a t h e r a n d B a i n V e i n s .

O T h e C o m p a n y c o n t i n u e d a g g r e s s i v e e x p l o r a t i o n a n d

a c q u i s i t i o n a c t i v i t y i n t h e C a s a B e r a r d i d i s t r i c t i n

E a s t e r n C a n a d a a n d i n t h e W e s t e r n U S A .

0 T h e T u n d r a J o i n t V e n t u r e c o m p l e t e d i t s i n i t i a l a s s e s s m e n t

o f t h e u n d e r g r o u n d e x p l o r a t i o n r e s u l t s . C u r r e n t i n d i c a

t i o n s o f g r a d e , t o n n a g e a n d c o s t s s u g g e s t t h a t f u r t h e r

d e v e l o p m e n t o n t h i s p r o j e c t w i l l b e d e f e r r e d .

 
F I N A N C I A L

0 O p e r a t i n g e a r n i n g s i n c r e a s e d s i g n i f i c a n t l y f r o m

$ 8 . 5 m i l l i o n i n 1 9 8 8 t o $ 2 1 . 8 m i l l i o n i n 1 9 8 9 .

O T h e C o m p a n y r e c e i v e d a c o m m o n s h a r e d i v i d e n d

o f $ 0 . 1 7 p e r s h a r e f r o m i t s s u b s i d i a r y , R a n c h m e n s

R e s o u r c e s L t d .

0 W h i l e a s s e t s ( a f t e r w r i t e - d o w n ] w e r e $ 1 9 5 . 0 m i l l i o n ,

t h e C o m p a n y h a d n o l o n g t e r m d e b t .

0 T h e C o m p a n y i n v e s t e d i n $ 3 2 . 6 m i l l i o n o f c a p i t a l

e x p e n d i t u r e s ( $ 2 3 . 8 m i l l i o n i n 1 9 8 8 ] .

  

 

1 9 8 9 1 9 8 8

F I N A N C I A L ( I n M i l l i o n s ) ,

M i n i n g s a l e s 0 $ 1 0 . 6

O i l a n d g a s s a l e s 3 2 . 4 1 7 . 3

F u n d s g e n e r a t e d f r o m o p e r a t i o n s 1 4 . 2 2 . 4

I n c o m e ( l o s s ) b e f o r e o t h e r e x p e n s e s ( 4 . 8 ) ( 1 4 . 9 )

L o s s f o r t h e y e a r ( 2 2 . 9 ) ( 4 7 . 2 )

A s s e t s

M i n i n g a n d m i n e r a l e x p l o r a t i o n 4 5 . 4 4 7 . 9

O i l a n d g a s 1 2 3 . 1 1 1 9 . 5

I n v e s t m e n t s 2 . 4 4 . 7

C a s h a n d c u r r e n t a s s e t s 2 3 . 6 3 7 . 9

L o n g t e r m d e b t 0 . 0 0 . 0

P R O D U C T I O N

G o l d ( o u n c e s t o T O T A L E n e r g o l d s a c c o u n t ) 0 2 1 , 9 9 6

O i l ( b a r r e l s p e r d a y ) 4 , 3 3 6 3 , 6 1 7

N a t u r a l G a s ( m i l l i o n c u b i c f e e t p e r d a y ) 2 0 . 3 2 1 . 0

R E S E R V E S ( P r o v e n a n d P r o b a b l e ]

O i l ( b a r r e l s , i n m i l l i o n s ) 1 4 . 5 1 4 . 2

N a t u r a l G a s ( c u b i c f e e t , i n b i l l i o n s ) 1 2 1 . 3 1 2 7 . 6

R e p o r t t o S h a r e h o l d e r s

W e a r e p l e a s e d t o p r e s e n t t o y o u t h i s a n n u a l r e p o r t o f T O T A L

E n e r g o l d C o r p o r a t i o n .

T h e C o m p a n y h a s u n d e r g o n e m a n y c h a n g e s o v e r t h e

p a s t f e w y e a r s , a n d t h i s h a s r e s u l t e d i n s o m e w h a t c o n f u s e d

m a r k e t p e r c e p t i o n s : W e a r e p e r c e i v e d e i t h e r a s a g o l d
 

O u r s t o c k p r i c e

a t t r i b u t e s l i t t l e v a l u e

t o o u r m i n e r a l e x p l o r a t i o n

p r o p e r t i e s , s o m e o f

w h i c h w e b e l i e v e h a v e

s i g n i m n t w o r t h -

 

e x p l o r a t i o n c o m p a n y w i t h i n v e s t m e n t s i n o i l a n d g a s , o r a s

a n o i l a n d g a s h o l d i n g c o m p a n y w i t h i n t e r e s t s i n g o l d

e x p l o r a t i o n .

T h i s i n v e s t o r u n c e r t a i n t y h a s a d v e r s e l y a f f e c t e d t h e

p r i c e o f o u r s t o c k , w h i c h o v e r t h e p a s t s e v e r a l m o n t h s h a s

a p p r o x i m a t e d l i t t l e m o r e t h a n t h e m a r k e t v a l u e o f o u r

i n v e s t m e n t i n R a n c h m e n s R e s o u r c e s L t d . p l u s t h e

c a s h t h e C o m p a n y h o l d s i n i t s b a n k a c c o u n t s .

C l e a r l y , o u r s t o c k p r i c e a t t r i b u t e s l i t t l e v a l u e

t o o u r m i n e r a l a n d e x p l o r a t i o n p r o p e r t i e s , s o m e

o f w h i c h w e b e l i e v e h a v e s i g n i f i c a n t w o r t h . W e

r e c o g n i z e t h a t w e m u s t c l a r i f y t h e m a r k e t p e r c e p

t i o n o f o u r C o m p a n y d u r i n g 1 9 9 0 i n o r d e r t o a c h i e v e

a s t o c k p r i c e t h a t m o r e a c c u r a t e l y r e f l e c t s t h e f u l l

v a l u e o f T O T A L E n e r g o l d C o r p o r a t i o n .

A C R E D I B L E M I N I N C C O M P A N Y

I t i s y o u r m a n a g e m e n t s i n t e n

t i o n t o i n c r e a s e T O T A L E n e r g o l d

C o r p o r a t i o n s c r e d i b i l i t y a s a

m i n i n g c o m p a n y . T o d o t h i s ,

T O T A L E n e r g o l d m u s t f o c u s

o n m i n e r a l p r o d u c t i o n a n d

p r o d u c e p o s i t i v e c a s h f l o w

a n d p r o f i t s . B y p u r s u i n g

t h i s c o u r s e , w e b e l i e v e

w e c a n a c c o m p l i s h o u r

m a i n g o a l o f i n c r e a s i n g

t h e r e a l , l o n g t e r m

v a l u e o f t h e C o m p a n y

f o r t h e b e n e f i t o f o u r

s h a r e h o l d e r s .

T h e f u t u r e

g r o w t h o f t h e C o m p a n y

c l e a r l y h a s s o l i d f o u n d a

t i o n s . W e h a v e i n t e r e s t s

i n m o r e t h a n 5 0 m i n e r a l

p r o p e r t i e s , m a n y o f w h i c h a r e

v e r y p r o m i s i n g . W i t h a n o t h e r
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e x p l o r a t i o n s e a s o n a t t h e E r i c k s o n G o l d C a m p a s s u c c e s s f u l

a s t h a t o f 1 9 8 9 a n d a l l i n d i c a t i o n s a r e t h a t i t c o u l d w e l l b e

w e b e l i e v e w e s h o u l d h a v e i d e n t i f i e d s u f f i c i e n t r e s e r v e s t o

r e - o p e n t h e m i l l i n 1 9 9 1 a n d o p e r a t e i t f o r s e v e r a l y e a r s , d u r i n g

w h i c h t i m e o t h e r t a r g e t s , a l r e a d y i d e n t i f i e d , w i l l b e e x p l o r e d .

E X P L O R A T I O N A C T I V I T Y

W e a r e c o n t i n u i n g o u r e f f o r t s t o e x p a n d o u r e x p l o r a t i o n

a c t i v i t i e s t o d i v e r s i f y t h e C o m p a n y a w a y f r o m s m a l l , v e i n

t y p e m i n e s , s u c h a s E r i c k s o n . T O T A L E n e r g o l d h a s b e e n

e x p l o r i n g m o r e c l o s e l y t h o s e a r e a s i n e a s t e r n C a n a d a a n d

t h e U n i t e d S t a t e s w h e r e t h e p r o b a b i l i t y o f f i n d i n g l a r g e l o w

c o s t g o l d r e s e r v e s i s h i g h e r . R e c e n t l y , w e c o n c l u d e d a n

a g r e e m e n t w i t h M o r r i s o n M i n e r a l s L i m i t e d a n d M o r r i s o n

P e t r o l e u m s L i m i t e d w h e r e b y w e c a n u s e , a n d e v e n t u a l l y o w n

a 5 0 % i n t e r e s t i n v e r y h i g h d e f i n i t i o n a e r i a l s u r v e y s i n t h e

C a s a B e r a r d i r e g i o n o n t h e O n t a r i o / Q u e b e c b o r d e r . T h e

i n f o r m a t i o n o b t a i n e d u n d e r t h i s a g r e e m e n t w i l l e n a b l e u s

t o i d e n t i f y a l a r g e r n u m b e r o f p o t e n t i a l m i n e r a l t a r g e t s

w h i c h w e m a y t h e n s t a k e , o r o t h e r w i s e a c q u i r e ,
t o a d d t o o u r g r o w i n g l a n d p o s i t i o n i n t h i s

m o s t p r o m i s i n g a r e a o f C a n a d a .

T h e C o m p a n y h a s a l s o b e e n c o n c e n

t r a t i n g m o r e o f i t s e f f o r t s i n t h e U n i t e d S t a t e s ,

p a r t i c u l a r l y i n N e v a d a a n d l d a h o . W e n o w

h a v e g o o d l a n d p o s i t i o n s i n b o t h t h e s e s t a t e s ,

w i t h o n e p r o p e r t y i n l d a h o t h e N a v a r r e

c l a i m b l o c k , a f e w m i l e s w e s t o f M a c k a y ,

w h e r e w e h a v e s t a k e d n e a r l y 5 0 0 c l a i m s , a n d

i n w h i c h w e h a v e a 1 0 0 % i n t e r e s t l o o k i n g

p a r t i c u l a r l y p r o m i s i n g .

S T R A T E G I C A C Q U I S I T I O N S

W h i l e w e c o u l d w a i t f o r o n e o r

m o r e o f t h e s e p r o p e r t i e s t o

d e v e l o p i n t o f u l l - s c a l e m i n i n g

o p e r a t i o n s , w e n e e d m o r e t h a n

f u t u r e p o t e n t i a l t o b e a c r e d i b l e

m i n i n g c o m p a n y . A c c o r d i n g l y ,

w e a r e l o o k i n g t o a c q u i r e

p r o p e r t i e s t h a t a r e e i t h e r i n , o r

v e r y c l o s e t o , p r o d u c t i o n . A s

w e h a v e r e c e n t l y a n n o u n c e d ,

w e h a v e e n t e r e d i n t o p r o
v i s i o n a l a g r e e m e n t s t o a c q u i r e

o v e r 5 0 % o f P l e x u s R e s o u r c e s

C o r p o r a t i o n , a n d a 1 2 . 5 %

i n t e r e s t i n V e n t u r e s T r i d e n t l l

L i m i t e d P a r t n e r s h i p .

T h e s e a c q u i s i t i o n s w i l l

g o s o m e w a y t o w a r d s a c h i e v -

i n g o u r c o r p o r a t e g o a l s , a n d

t h e P l e x u s r e l a t i o n s h i p i n p a r

t i c u l a r w i l l g i v e u s p r o d u c t i o n

R a y m o n d C F L e e k s

P r e S i d e n t a n d C h i e f E x e c u t i v e O f f i c e r



a n d c a s h f l o w . A l t h o u g h v e n d o r s e x p e c t a t i o n s a r e u s u a l l y

u n r e a l i s t i c a l l y h i g h , w e b e l i e v e i t i s p o s s i b l e t o a c q u i r e a d d i

t i o n a l r e s e r v e s / p r o d u c t i o n a t e c o n o m i c a l p r i c e s .

A s w e l o o k f o r o t h e r a c q u i s i t i o n s , w e w i l l c o n t i n u e t o

e x p l o r e o u r e x i s t i n g p r o p e r t i e s , t o d e v e l o p n e w e x p l o r a t i o n

o p p o r t u n i t i e s b o t h i n C a n a d a a n d t h e U n i t e d S t a t e s , a n d s e e k

i m p r o v e d e f f i c i e n c i e s i n t h e f i n a n c i n g a n d t h e a d m i n i s t r a t i o n

o f y o u r C o m p a n y .

O I L A N D G A S O P E R A T I O N S

O u r o i l a n d g a s s u b s i d i a r i e s , R a n c h m e n ' s R e s o u r c e s L t d . a n d

C o n s o l i d a t e d T r a n s C a n a d a R e s o u r c e s L t d , c o m b i n e d i n

S e p t e m b e r , 1 9 8 9 t o f o r m a m o r e e f f i c i e n t a n d p r o f i t a b l e

c o m p a n y a s R a n c h m e n s R e s o u r c e s L t d . T h e p r o v e n a n d

p r o b a b l e r e s e r v e s o f t h e n e w c o m p a n y a t y e a r e n d e x c e e d e d

1 4 . 0 m i l l i o n b a r r e l s o f o i l a n d 1 2 1 b i l l i o n c u b i c f e e t o f

n a t u r a l g a s . F u n d s g e n e r a t e d f r o m o p e r a t i o n s a m o u n t e d t o

$ 1 8 . 4 m i l l i o n i n 1 9 8 9 , a n d n e t e a r n i n g s w e r e $ 4 . 6 m i l l i o n .

R a n c h m e n s b a l a n c e s h e e t c o n t i n u e s t o b e d e b t f r e e .

T O T A L E n e r g o l d r e c e i v e d $ 1 . 5 m i l l i o n a s i t s s h a r e o f t h e

d i v i d e n d p a i d b y R a n c h m e n s i n D e c e m b e r , 1 9 8 9 . R a n c h m e n s

1 9 8 9 r e s u l t s a r e r e f l e c t e d i n t h e c o n s o l i d a t e d o p e r a t i n g

a c c o u n t s a n d b a l a n c e s h e e t o f y o u r C o m p a n y i n t h i s a n n u a l

r e p o r t .

F I N A N C I A L R E S U L T S

i n p r e p a r i n g o u r f i n a n c i a l s t a t e m e n t s , w e h a v e c o n t i n u e d t o

p u r s u e a c o n s e r v a t i v e f i n a n c i a l p o l i c y w h e r e c o s t o r m a r k e t

a $ 1 4 m i l l i o n c o n v e r t i b l e d e b e n t u r e i s s u e d i n 1 9 8 5 . T h e

C o m p a n y h a s $ 1 2 m i l l i o n i n c a s h , a n d a g g r e g a t e b a n k l i n e s

o f c r e d i t t o t a l l i n g $ 4 5 m i l l i o n s t i l l i n p l a c e .

O u r m a j o r s h a r e h o l d e r , T O T A L C o m p a g n i e F r a n c a i s e

d e s P é t r o l e s , h e l d a n e q u i t y p o s i t i o n o f 6 5 % a s a t D e c e m b e r

3 1 , 1 9 8 9 . G i v e n t h e f i n a n c i a l s t r e n g t h o f t h i s g r o u p b e h i n d

u s , o u r o w n s t r o n g f i n a n c i a l p o s i t i o n , a n d t h e e n t h u s i a s m

a n d d e d i c a t i o n o f a w e l l q u a l i f i e d a n d p r o f e s s i o n a l s t a f f , w e

s h o u l d b e a b l e t o s u c c e s s f u l l y p u r s u e a n d a c c o m p l i s h t h e

p l a n s f o r t h e f u t u r e o u t l i n e d i n t h i s r e p o r t .

B O A R D O F D I R E C T O R S

W e w o u l d l i k e t o m e n t i o n t h o s e d i r e c t o r s w h o l e f t t h e B o a r d

o f D i r e c t o r s d u r i n g 1 9 8 9 . T w 0 d i r e c t o r s , M e s s r s . L o u i s D e n y

a n d P i e r r e G e l y r e t i r e d f r o m t h e p a r e n t c o m p a n y a n d

c o n s e q u e n t l y l e f t o u r b o a r d . M r . J e a n P i e r r e J a n u a r d , w h o

w a s P r e s i d e n t a n d C h i e f E x e c u t i v e O f f i c e r f r o m J u l y 1 9 8 5 t o

J u n e 1 9 8 9 , r e t i r e d f r o m t h e b o a r d a t t h e e n d o f t h e y e a r .

O n y o u r b e h a l f , a n d o n b e h a l f o f t h e d i r e c t o r s o f T O T A L

E n e r g o l d C o r p o r a t i o n , w e w o u l d l i k e t o t h a n k t h e m f o r t h e i r

c o n t r i b u t i o n a n d t h e d e d i c a t i o n t h e y h a v e s h o w n o n b e h a l f

o f t h e C o m p a n y , a n d t o w i s h t h e m w e l l .

O n b e h a l f o f t h e B o a r d ,

M i n e r a l E x p l o r a t i o n

P r i o r t o 1 9 8 7 , T O T A L E n e r g o l d C o r p o r a t i o n w a s a s m a l l g o l d

m i n i n g c o m p a n y w i t h l i t t l e e x p l o r a t i o n a c t i v i t y o t h e r t h a n o n

i t s t w o p r o p e r t i e s , E r i c k s o n a n d M o u n t S k u k u m .

l n 1 9 8 7 , c o m p a n y m a n a g e m e n t d e c i d e d t o a c q u i r e o r

e a r n i n t o e x p l o r a t i o n p r o j e c t s t o b r o a d e n t h e C o m p a n y s

r I C ) V F A L J E n e r g o l d C o r p o r a t i o n

c o n t i n u e d a n e n e r g e t i c

s e a r c h f o r n e w d e p o s i t s l

t h r o u g h o u t C a n a d a a n d t h e

w e s t e r n U n i t e d S t a t e s I

i n 1 9 8 9 . ,

r e s e r v e b a s e a n d a c c o r d i n g l y p e r m i t t h e o p p o r t u n i t y f o r

f u t u r e g r o w t h T i m i n g w a s c r u c i a l d u e t o t h e a v a i l a b i l i t y o f

f l o w t h r o u g h s h a r e f i n a n c i n g a n d r i s i n g g o l d p r i c e s . I n

a d d i t i o n , t h e C o m p a n y w a s e x p e r i e n c i n g o n e o f i t s b e s t

y e a r s 8 1 , 0 0 0 o u n c e s o f g o l d p r o d u c t i o n f r o m

E r i c k s o n a n d M o u n t S k u k u m .

E x p l o r a t i o n e f f o r t s i n 1 9 8 7 w e r e f o c u s e d

m a i n l y o n s m a l l g o l d d e p o s i t s i n B r i t i s h

C o l u m b i a , t h e Y u k o n a n d t h e w e s t e r n

U n i t e d S t a t e s .

A s a s h o r t a g e o f r e s e r v e s b e c a m e a p p a r -

e n t a t b o t h o p e r a t i n g m i n e s , m a n a g e m e n t

r e f o c u s e d i t s s t r a t e g y i n l a t e 1 9 8 7 a n d e a r l y 1 9 8 8 .

  

 

  

  

 

  
  
  
   

i n N e v a d a a n d I d a h o T h e C o m p a n y i s i n t h e p r o c e s s o f f a r m i n g

o u t m a n y o f i t s s m a l l v e i n p r o p e r t i e s s u c h a s O ' B r i e n , E n g i n e e r

a n d T i s d a l e , a n d h a s s o l d o t h e r s s u c h a s D o m e M o u n t a i n

a n d M y s t i c . I n a d d i t i o n , T O T A L E n e r g o l d i s a c t i v e l y p u r s u i n g

j o i n t v e n t u r e s f o r b a s e m e t a l p r o p e r t i e s s u c h a s L o g a n , P o r p h y r y

C r e e k , C l e a r L a k e a n d D a w e s P o n d .

E X P L O R A T I O N S T R A T E G Y

T h e C o m p a n y c a n a c h i e v e i t s o b j e c t i v e o f c r e a t i n g l o n g

t e r m / l o w - c o s t , s t a b l e r e s e r v e s i n s e v e r a l w a y s . P l a n s t o

c o n d u c t e x p l o r a t i o n f o r l a r g e t o n n a g e g o l d a n d b a s e m e t a l

g o l d d e p o s i t s i n a r e a s o f r e l a t i v e l y g o o d a c c e s s m a i n l y i n

e a s t e r n C a n a d a , a n d s p e c i f i c a l l y i n t h e A b i t i b i a n d o t h e r

g r e e n s t o n e b e l t s i n O n t a r i o a n d Q u e b e c a r e a l r e a d y i n p l a c e .

E x p l o r a t i o n f o r C a r l i n - t y p e , e p i t h e r m a l a n d v o l c a n i c

h o s t e d e p i t h e r m a l d e p o s i t s i n t h e w e s t e r n U S , s p e c i f i c a l l y

i n s e l e c t e d a r e a s o f N e v a d a a n d I d a h o , i s a l s o c u r r e n t l y

u n d e r w a y . S e v e r a l h i g h p o t e n t i a l t a r g e t a r e a s h a v e b e e n

i d e n t i f i e d , a n d t h e C o m p a n y h a s a c q u i r e d , o r i s i n t h e p r o c e s s

o f a c q u i r i n g , s t r a t e g i c l a n d d e p o s i t s b y s t a k i n g .

I n o r d e r t o c o m p e t e e f f e c t i v e l y , t h e C o m p a n y

r e l i e s h e a v i l y o n t h e h i g h d e g r e e o f t e c h n i c a l c o m p e

t e n c e o f i t s s t a f f . G e n e r a t i v e w o r k i n s e l e c t e d , p r o m

i s i n g t a r g e t a r e a s , f o l l o w e d b y s t a k i n g , w i l l b e e m p h a

s i z e d i n l i e u o f c o m p e t i t i v e b i d d i n g t o s e c u r e p o s i t i o n s

f r o m e x i s t i n g l a n d o w n e r s w h e r e v e r p r a c t i c a l .

T o i n c r e a s e i t s e x p o s u r e , t h e C o m p a n y w i l l a c t i v e l y

s e e k j o i n t v e n t u r e p a r t i c i p a t i o n i n a n u m b e r o f
T h e a c q u i s i t i o n o f G e t t y R e s o u r c e s L i m i t e d , c o n I f
s u m m a t e d i n 1 9 8 8 , g a v e t h e C o m p a n y o n e

m a j o r e x p l o r a t i o n t a r g e t , T u n d r a ,

w h i c h a p p e a r e d t o h a v e t h e p o t e n t i a l

t o b e c o m e a m a j o r p r o d u c i n g p r o p

e r t y . T h e G e t t y a c q u i s i t i o n a l s o g a v e

T O T A L E n e r g o l d n u m e r o u s e x p l o r a

t i o n o p p o r t u n i t i e s w h i c h h a d l a r g e

p o t e n t i a l g o l d a n d b a s e m e t a l

r e s e r v e s a s t h e i r t a r g e t s .

I n a d d i t i o n , t h e C o m p a n y

r e d i r e c t e d i t s e x p l o r a t i o n e f f o r t s

t o w a r d s t a r g e t s w h i c h w o u l d

p r o v i d e l a r g e , l o n g l i f e / l o w

c o s t p r o d u c t i o n r e s e r v e s a n d

s t a b l e , l o n g - t e r m c a s h f l o w

v i t a l t o f u t u r e g r o w t h f o r

t h e C o m p a n y .

T h i s r e f o c u s i n g h a s

l a r g e l y b e e n c o m p l e t e d b y t h e

e n d o f 1 9 8 9 . T h e C o m p a n y i s

, e n g a g e d i n a c t i v e e x p l o r a t i o n

i n e a s t e r n C a n a d a i n t h e

T i m m i n s C a s a B e r a r d i

D e t o u r L a k e a r e a s , a s w e l l a s

v a l u e e x c e e d s b o o k v a l u e . I f i n d o u b t , w e h a v e w r i t t e n , / C . /

d o w n o r w r i t t e n o f f t h e a s s e t . T h e a c c o u n t s f o r 1 9 8 9 r e f l e c t / W 5 6 : % , , . / / / 7 , x - Q f
t h e s e r e d u c t i o n s t o t h e e x t e n t o f $ 1 8 . 4 m i l l i o n , r e s u l t i n g i n a ( j V /

n e t l o s s o n a c o n s o l i d a t e d b a s i s o f $ 2 2 . 9 m i l l i o n c o m p a r e d

w i t h a l o s s o f $ 4 7 . 2 m i l l i o n i n 1 9 8 8 .

I n s p i t e o f t h e s e r e c e n t l o s s e s , y o u r C o m p a n y h a s n o

b a n k d e b t , a n d o n l y $ 0 . 5 m i l l i o n r e m a i n s o u t s t a n d i n g f r o m

p r o j e c t s . I n 1 9 9 0 9 1 , f o r e x a m p l e , i t i s a n t i c i

p a t e d t h a t j o i n t - v e n t u r e c o n t r i b u

t i o n s o r f a r m o u t s w i l l i n c r e a s e

t o t a l e x p o s u r e b y 3 0 % , o r $ 4 m i l

l i o n , i n e x p l o r a t i o n f u n d i n g .

W h i l e t h e C o m p a n y c o n

t i n u e s t o p l a c e e m p h a s i s o n

g o l d , b a s e m e t a l s s p e c i f i -

c a l l y c o p p e r , z i n c a n d l e a d -

a r e p a r t o f T O T A L E n e r g o l d s

e x p l o r a t i o n s t r a t e g y . S i l v e r i s

e x p e c t e d t o b e a n i m p o r t a n t

b y - p r o d u c t o f t h e s e d e p o s i t s ,

a s w e l l a s i n v o l c a n i c a s s o

c i a t e d e p i t h e r m a l d e p o s i t s .

T h e C o m p a n y p l a n s t o

s p e n d a p p r o x i m a t e l y $ 1 0

m i l l i o n a n n u a l l y o n e x p l o r a

t i o n f o r t h e n e x t s e v e r a l y e a r s

t o a c h i e v e i t s o v e r a l l o b j e c t i v e s .

T O T A L E n e r g o l d i s p r e p a r e d t o

r e a d y 1 0 - 2 0 p r o p e r t i e s f o r d r i l l i n g

a n n u a l l y , a n d t o d r i l l 1 0 o r m o r e

u s i n g i t s o w n a n d j o i n t - v e n t u r e

p a r t n e r c o n t r i b u t e d f u n d s .

  
  

 

  
  

  

  

     

  

   

P h i l l i p d e B o o s - S m i t h

C h a i r m a n o f t h e B o a r d

R a y m o n d C F . L e e k s

P r e s i d e n t a n d C h i e f E x e c u t i v e O f f i c e r

M a r c h 2 2 , 1 9 9 0

l l W u l t v i S l l l l l l l l
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1939 EXPLORATION ACTIVITY

TOTAL Energold Corporation continued an energetic search

for new deposits throughout Canada and the western United

ERIOKSON

At the Erickson property, which totals 242 claims

(306.9 sq. km.) and is located 15 km. south of Cassiar, 8.0. the

States in 1989. An exploration
staff of15 individuals operat—

ing from offices inVancouver,

Toronto,Timmins.Whitehorse

and Reno, managed expendi—
tures of $178 million,ofwhich

$6.8 million was dedicated

to the Tundra project, and

$1.4 and $1.0 million to

Erickson and Mount Skukum

respectively.
TOTAL Energold car—

ried out active exploration
on 18 projects with drilling
on 8. Landholdings at year—

end totalled 4,547 claims or

1,808 sq. km in 10 different

jurisdictions.

Western Canada

The Company’s mining oper—

ations at Erickson near

Cassiar, BC. and at Mount

Skukum near Whitehorse,

Yukon remained closed.

while exploration for addi—

tional reserves continued

in 1989.

MOUNT sxuxum

The Mount Skukum property

BAIN VEIN

Diamond Drilling and Trench Plan

Ail—Gold

Ag—Silvei'
Assays are in ounces/ton

60.1600 N

V

6‘

O 9 in, u‘

(l (le All

004 Ag

BAIN VEIN

Longitudinal Section

looking N. 330° KSE 89-1

10 m. @
3.045 Au

1.40 Ag
[1.6 m.)

1.60 in, in

[i 183 All

0110 An
1.90 In. .1

9107/10,
‘

0,92%?)

KSE 11075

1701. ill

(1.935 All

(i so Ag
(13 in.)

KSE 895

1 7m. @
0.935 Au

0.30 Ag
(1.3 m.)

covers some 145.3 sq. km. of

prospective ground, which l

is 370/0—owned by TOTAL

Energold, the project oper—

ator, and 63% by AGIP. Explo—
ration in 1989 involved drilling
in three relatively untested

major structures, the Tango,
Goat and Ocean Veins, with

unencouraging results. Pros—

pecting, sampling and map—

ping have identified several
‘

targets on the property that
‘

merit further exploration.
In addition, the camp, mill

facility and tailings disposal
site are valuable assets to sur—

rounding properties in theWheaton River district.AGlP and

TOTAL Energold are currently seeking to determine the

value of these assets.

Sect.
1040

BAIN VEIN

Cross Section 1034.5

Overburden
‘
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0 185 Au

0 30 A51
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Trench wrlli
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\fnll
hole
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QV 1.00 in. if?!

4.00 m. (tit
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Sect.
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1250 "‘1.

driving of the 10 Level drift towards the Michelle high~grade
vein continued until September 1, 1989.The drift was

temporarily halted 900 m. from its destination to allow funds
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to be diverted towards exploration of two nearby surface LOGAN

discoveries, the Heather and Bain Veins. As well, exploration TOTAL Energold earned a 50% interest and purchased a

east of the Erickson Creek structure continued to lend further10% interest from Fairfield Minerals Ltd., as well as

encouragement that major vein structures similar to the becoming operator ofthis project in early1989.The property,

Jennie and Maura Vein systems may exist in this previously located 114 km. northwest of Watson Lake, Yukon hosts a

' ’ ’ ’ ’ ' —
‘

zinc stock—work zone with a mineral inventory estimated by
Cordilleran Engineering to be 13.5 million tons, grading
6.17% zinc and 0.77 ounces of silver per ton.TOTAL Energold
and Fairfield are seeking to sell, orjointventure, their interest

in this mineral resource to a base metals producer with the

necessary financial and operating capability.

CLEAR LAKE

Clear Lake, located at the confluence of the Pelly and

MacMillan Rivers 110 km. north west of Faro,Yukon, was

restaked by TOTAL Energold with 505 claims covering
105.3 sq. km. and at least eight as yet undrilled geophysical

* ' 7" ' *—" ,, * “W7 7"

targets. 40 holes drilled by Conwest and Getty in 1980—83

underexplored part Of the property. The 1990 exploration outlined a resource of 6.14 million tons, grading 11.35% zinc,

program Wl“ further test the area east 0f Erickson Creek, 200% lead and1.11 ounces silver perton in a steeplydipping
the vicinity Of the Heather GHd Bain Veins, and their lens which remains open at depth, and may be repeated in

extensions, as well as additional targets elsewhere on the the Dev0n0_jv|jssjssjppjany sedimentary—volcanic strati—

property. It is expected that the objective of 200,000 tons of graphy. |n late 1989, the Company purchased a 5% NSR [on
drill-indicated reserves grading 0-5 ounces 90Id per to“ a 51% interest held byTEC) from Conwest for 200,000 shares.

may be attained by mid-199130 production at Erickson USX holds a 20.4% interest and TOTAL Energold, the

can recommence. operator, 79H60/O

DOME MOUNTAIN The Company plans to conduct definition drilling and

In keeping with the Company’s intention to refocus metallurgical testing on the Clear Lake Zone and its

its objectives towards the acquisition and development extensions, as well as initial drill testing of the remaining
of major gold reserves, and to resolve outstanding legal targets on the property in conjunction with a joint-venture

issues,TOTAL Energold sold its rights in the Dome Mountain partner with technical expertise in the exploration and

properties for 3 million shares (approximately 18% of development of this type of deposit.
issued stock] in Teeshin Resources Ltd, and 1.8 million Eastern Canada

shares [approximately 19% of issued stock) in Canadian- In order to focus its exploration activity in Ontario

United Minerals Inc. TOTAL Energold continues to hold and Quebec more cost—effectively, the Company decided

a 15% net profits interest in Dome Mountain purchasable to close itsToronto office in early1990,thereby substantially

byTeeshin or Canadian—United for $1.4 million. reducing exploration overheadTheTimmins, Ontario office

O’BRIEN will serve as the organizational base for TOTAL Energold’s

The O’Brien properties, under option from Cody Hawk eastern Canadian exploration effort, With an expanded

Resources Ltd. and Kim Hudson, total 233 claims staff including a district manager and tWO senior

[48.7 sq. km.) and are located 65 km. north east of projectgeologists.

Dawson,Yukon.TOTAL Energold has the right to earn a TUNDRA

60% interest by expending $1.5 million on exploration The underground exploration program begun in July, 1988

before December 31, 1993, and paying $170,000 to Cody at theTundra project (TOTAL Energold: 49%) was completed
Hawk and Hudson. in December1989 by Noranda,the projectoperator. A472 m.

In1989,theCompanyspent$570,000 on exploration of two—compartment shaft was sunk. 767.4 m. of drill drift,

these claims, including an airborne EM/Magnetic survey, 359.7 m. of cross-cuts, 629.2 m. of ore drifts and six raises

surface geophysics, trenching, mapping, soil sampling totalling131.3 m.were driven. 125 underground diamond drill

and 765 m. of diamond drilling in 6 holes on a major holes [26,6649 m.) and 36 bazooka holes (582.18 m.) were

vein structure. Mineralization on the AJ vein, although drilled and a 1,283 tonne bulk samplewas prepared. Results

locally very high grade, was found to be discontinuous. from this work, coupled with extensive metallurgicaltestwork
Several attractive exploration targets remain to be explored and a pre-feasibility study prepared under the direction of

in 1990. Wright Engineers Ltd., indicates that the deposit, although

TOTAL Energold has

redirected its exploration

efforts towards targets which

have the opportunity to

provide large, long—life/ j

low/cost production reserves i

that will provide us with

stable, long—term msh flow

vital to future growth-
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a large inventory ofgold, is too low grade and discontinuous geological maps, previous drill results and computer—

to be economic at current gold prices.The potential remains assisted interpretative techniques will provide enhanced

for high—grade, non—refractory reserves on the large, exploration targets foracquisition and drilltesting in an area

16562 sq. km. land holding. Noranda has proposed an which has demonstrated the presence of major gold

exploration program to test nearby targets in 1990. depositsTOTAL Energold will identify, conduct surface

evaluation and drill between 5 and 10 such targets annually
over the next two to three years.

DETOUR LAKE

This property, consisting of 44 claims located 35 km. south

of the Detour deposit currently in production, is projected
to lie on a favourable structure in an area of felsic volcanics

and sediments, which are intruded bya granitic stock. Exten—

sive geophysical surveys, both airborne and ground, were

completed in1981—86 in search of iron formation—hosted gold
c0LLET mineralization Only limited drilling on certain conductors

In |ate1989,TOTAL Energold entered into option agreements was carried out. Results indicate a greater potential for

With Glen Auden RESOUFCGS Limited, Golden Dragon Hemlo-style gold mineralization associated with sedimentary—
Resources Ltd., GoldrOCk Resources lnC. and Tarzan GOld felsic—intrusive lithologies near majorstructuresln addition

Inc. giving the Company the right to earn Up to a 70% interest to increasing its land position to a total of180 claims,TOTAL
in 522 claims located in Dieppe and Casa Berardi Townships, Energold will conduct mapping and ground surveys to

Quebec. In return, the Company must make expenditures delineate drill targets in 1990.

aggregating $1.8 million, along with $61,000 in cash payments, Western United States

over six years. These properties straddle favourable mafic— TOTAL Energold, through its Whojjy owned subsidiary
felsic volcanics and sediments, in an area indicated to contain

Sovereign Explorations |nc., maintains an exploration Office

alteration and massive sulphide mineralization, along a in Reno, NevadaThe Company's policy is to identify, through
major SUUCWFB With strong QO'd anomalies in basal “”3 careful geological work,superiorexploration targets in less

Ground |.P. surveys commenced in late1989, with initial drilling competitive areas to enabje it to achieve a strong land

The Conlpany

plans to spend approxinlately

$10 nlillion annually

on exploration for the next

several years to

achieve its overall objectives-

slated for March, 1990- position at relatively low cost wherever possible, and to focus

ST. LAURENT on targets with potential for major gold deposits of either

TOTAL Energold has staked 60 claims in St. Laurent Township, skarneassociated, volcanic epithermal or Carlin-type.Thus
Ontario on the projected

'

extension of the Casa Berardi

structure in an area of favour- CASA BERARDI— r I0
Casa 8mm“

able, volcano-sedimentary
DETOUR AREA

DetourAregn . .

.

omson Chibougamau

stratigraphy and numerous
*

§uwey .

-

geophysical conductors, with Detour
' Managaml

excellent potential for an Inco—

Golden Knight type of dis—

covery. The property will be

prepared for drilling in 1990.
Timmins

cAsn manual 2

The Company has entered Kirkland.Lake . Cadillac
into an agreement with

‘

Nomnda -'Va'P'°’
lVlorrison Minerals Ltd. and

Morrison Petroleums Limited

giving it the right, in return

for spending $1.5 million over
, , ,

three years, to earn a 50% interest in a high—resolution TOTAL Energold maintains a strong generative presence in

Aerodat airborne ElVl/lVlagnetic Survey of the Casa Berardi both Idaho, Nevada and adjoining states.

area, and in any properties jointly acquired on the basis ROCK cum nnncu

of this data. During 1989, the Company substantially renegotiated its

It is anticipated that the data coupled with available agreement with Getchell Resources Inc. by virtue of which
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both companies entered into an earn—in, joint—venture

agreement with FMC Corp, giving FMC the right to earn a 51%

interest in the project by spending $2.3 million overthe next

three years. At this point, Getchell and TOTAL Energold would

each retain a 24.5% interest in the Rock Creek Ranch Project.
To earn its 50% interest (or 24.5% if FMC earns in),TOTAL

Energold has purchased 233,333 Getchell shares and must

purchase a further 200,000 shares on October 30,1990, ata

')))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))

survey of the property in December 1989, and plans
to carry out a major surface exploration and drilling

program in 1990.

cAMEco JOINT VENTURE

TOTAL Energold entered into earn—in,joint—venture agreements
on three of its Idaho properties, (Waddoups Canyon, Lava

Creek and Whiskey Road) totalling 132 claims with Cameco

Resources Inc. of Saskatoon, Saskatchewan. Cameco funded

a program ofsurface exploration and reverse circulationprice of US$1.50 per share, and has paid Getchell US$235,000.

NAVARRE PROJECT
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Geology and Land Tenure
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drilling on two of the proper—

ties (3,226 m in 25 holes].

HAVARRE

Generative work by the

Company in the Mackay,
Idaho area identified the

Lehman Basin Caldera

Complex as a highly pros-

pective area for volcanic—

hosted, epithermal deposits
similarto Paradise Peak and

the Sunbeam—Grouse Creek

deposits in Central Idaho.

Accordingly, the Company
has staked a total of 463

claims to coveratleastSspe-
cific target areas containing

Legend extensive argillic alteration,

Tertiarthyolite silicification, sinter and jas—
Mafic Volcanics - - -

Limestone perOId with highly anomalous
a Anomalies gold, Silver, and assocrated

» Gold Assays are in parts/billion
metal values. During 1990,

the Company will conduct

an airborne EM/Magnetic

survey and detailed mapping,

sampling and LP. surveys to

The Rock Creek Ranch propertyencompasses almost

78 sq. km. of lands favourable for Carlin—type, epither—
mal gold deposits at the intersection of north—south

trending range faults, co—extensive with the Pinson—

Prebble trend and the Battle Mountain trend. Pinson

Mining Company has recently indicated that it will mine

the Kramer Hill deposit which adjoins the property to

the north. FMC completed an airborne EM/Magnetic

10

delineate targets for reverse circulation drilling.

GARDEN VALLEY

This property [TOTAL Energoldz1000/o) of 367 claims is

located north of Eureka, Nevada. It is awell located, shallow

pediment play in search of a Carlin—type epithermal gold

deposit. In late 1989, the Company entered into negotiations

whereby Billiton Minerals USA Inc. could earn a 60%

interest in the property by spending $1 million over 5 years.
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Oil and Gas Operations

TOTAL Energold Corporation is the controlling shareholder

of Ranchmen’s Resources Ltd.,which emerged during 1989

as one of the top 30 publicly traded oil and gas companies
in CanadaTOTAL Energold holds 8,556,766 common voting

shares or 56.4% of Ranchmen’s. At current share prices

($8.50), the market value of the company’s interest in

Ranchmen’s exceeds $72 million or $2.45 perTOTAL Energold
share. During 1989, the market value of TOTAL Energold’s

oil and gas investment increased by $36 million.
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On September 28,1989, the shareholders of Ranchmen’s

Resources Ltd. and Consolidated Trans—Canada Resources

Ltd. approved the merger of the two companies.TOTAL

Energold has provided financial assistance and management

advice to both companies, resulting in a simplification of

Ranchmen’s capitalization and elimination of Trans-Canada's

previous debt. The merger has produced a well financed

exploration and development company, led by a dedicated

management team.
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1989 OIL AND GAS RESULTS

During 1989, funds generated from operations increased

44% to $18.4 million from $12.8 million in 1988. Production

of crude oil and natural gas liquids increased 20% from

3,617 barrels per day in 1988 to 4,336 barrels per day in

The merger between

Ranchmen’s and Trans—Canada

has produced awell

financed exploration and

development company, led by

a dedicated management team-

1989, due mainly to successful drilling at the Amisk and

Sylvan Lake properties in Alberta. Increased oil revenues

were further supplemented bye 27% increase in the average

wellhead price to $18.92 per barrel, reflecting a global

strengthening ofoil markets. During1989,gasrevenueswere

unchanged relative to 1988, with gas production averaging

20.3 million cubic feet per day at a wellhead price of $1.43

per thousand cubic feet.

Net earnings increased 254% from $1.3 million to $4.6

million, due principally to improved operating results, but

also to the synergy resulting from the merger of Ranchmen’s

and Trans-Canada. It is estimated that the deferred tax

charge against the earnings of the combined company can

be sheltered by the surplus of Trans-Canada’s tax pools over

the carrying value of its assets for over 3 years. Combined

tax pools of $143 million should shelter Ranchmen’s from

current tax over the same period.

EXPLORATION AND DEVELOPMENT

Ranchmen’s has an average 30% interest in 680,000 non—

producing acres of land in western Canada, 95% of which is

in Alberta. Activity is focused in three areas, mainly in low—

risk Cretaceous oil plays in east—central Alberta [such as

Amisk, Hayter and Taber); in medium—risk Cretaceous and

Mississippian oil and gas plays in central Alberta (such as

Sylvan Lake and Lanaway); and in high-risk/high-reward

Mississippian and Devonian oil and gas plays in northern

Alberta (such as Eaglesham, Golden and Knopcick).

During 1989, capital expenditures were $18.6 million,

45% of which was spent on drilling. A total of 60 wells, with

an average working interest of 45%, were drilled with a suc—

cess rate of 70%. New pool discoveries at Taber, Hayter and

Golden have identified the potential for up to 25 develop—

ment locations for drilling in 1990. A capital spending program

of $23 million has been approved for 1990.

At year—end, proven reserves were 10.7 million barrels

of oil and natural gas liquids, plus 96.3 billion cubic feet of

gas. Proven plus probable reserves were estimated to be 14.5

million barrels and 121.3 billion cubic feet respectively.
Gas facility construction in 1989 at Lanaway and

Whitecourt will increase gas production by four million

cubic feet per day in 1990. A $10 million gas plantexpansion
at Rosalind during 1990 may add a further 3.0 million cubic

feet per day of production in 1991.

Engineering studies indicate that significant produc-
tion and reserve increases may be achieved from Ranchmen’s

Dina reservoirs [mainly Amisk, Hayter and Bellshill Lake].

Results from pilot testing in the field, which commenced

late in 1989, have been encouragingThrough a $1.5

million investment in larger pumping equipment, and larger
oil and water handling facilities, Ranchmen’s is forecasting

production increases from the Dina of 1,000 barrels of oil

per day from existing wells beginning in the second half

of1990.

NATURAL GAS PRODUCTION NATURAL GAS RESERVES CRUDE OIL & NGL PRODUCTION CRUDE OIL RESERVES
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3. ACQUISITION 0F ADDITIONAL INTEREST IN CONSOLIDATED TRANS-CANADA RESOURCES LTD.

During the yearended December 31, 1988, Consolidated Trans—Canada

issued shares pursuant to 9 rights offering. The Company exercised

its rights and in addition, the Company acquired all shares that were

not purchased by other rights holders. ln aggregate, the Company

acquired 1,913,840 common shares (11.7%] for a net consideration of

$3,116,138, bringing its total ownership of Consolidated Trans-Canada

to 4,139,559 common shares (63.2%]. Net assets acquired are sum—

marized as follows:

Current assets

Oil and gas properties and equipment

Other assets

Current liabilities

Long—term debt

Deferred production income

3; 469,033

3,120,168

79,814

3,669,015

242,346

216,450

94,081

552,877

$ 3,116,138

As described in Note 4, Ranchmen's acquired all of the issued and outstanding shares of Consolidated Trans—Canada on a share exchange,

thereby reducing the Company’s effective interest from 63.2% to 56.4%.

4. ACQUISITION 0F RANCHMEN’S RESOURCES LTD.

Effective June 30, 1988, the Company through the conversion of

its debenture, acquired 3,336,190 common shares of Ranchmen’s

Resources Ltd. (“Ranchmen’s"), a companyengaged in oil and gas ex-

ploration and production. As a result of this acquisition the Company's

aggregate holdings in Ranchmen’s increased to 4,505,890 common

shares [53.4%]. The Company had previously held a 23.5% equity

interest in the common shares of Ranchmen’s which was accounted

for on the equity basis. The acquisition has been accounted for by

the purchase method, and accordingly, the consolidated statement

of operations includes the operating results of Ranchmen's for the

period from July 1, 1988 to December 31,1988. Consideration given

and net assets acquired are summarized as follows:

Consideration given:

Cash

Carrying value of debentures converted to common shares

Carrying value of Ranchmen's shares previously acquired

Net assets acquired:

Current assets

Oil and gas properties and equipment

Otherassets

Current liabilities

Deferred revenue and taxes

Minority interest

$ 4,950,000

35,683,215

40,633,215

(1,913,987)

$ 38,719,228

$ 5,609,759

87,257,133

1,092,105

93,958,997

4,035,568

3,909,775

47,294,426

55,239,769

$ 38,719,228

21
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Management Discussion and Analysis

TOTAL Energold Corporation has evolved significantly over

the last three years through a series of complicated corporate

transactions. In October, 1987, Total Erickson Resources Ltd.

acquired 51% control of Consolidated Trans—Canada

Resources Ltd, a junior Canadian oil and gas producer. ln

TOTAL Energold Corporation

has evolved significantly

over the last three years

through a series

of cornplicated corporate

transactions-

the spring of1988,Total Erickson increased its equity interest

in Trans—Canada to 63% through 3 rights offering
In June, 1988,Total Erickson acquired

100% of Canadian Oil and Gas Funds Ltd.

(COGFJ, a company that had minoroil and

gas holdings, and coincidentally repre—

sented the second largest shareholder

of another Total Erickson subsidiary,
Ranchmen’s Resources Ltd. As a result

'1

i

of this and other transactions,Total ..
..

Erickson held over 50% of the common .3

voting stock of Ranchmen’s, and fully con—

solidated its operations from that period
onward in its group results.

In September, 1988, Total Erickson

merged with Getty Resources Ltd,

an affiliated company with a large
mineral exploration portfolio, to

form TOTAL Energold Corporation.
.

In October, 1988, COGF was i

acquired by Ranchmen's.The

Company’s two energy subsidiaries,

Ranchmen's and Trans—Canada,

were formally merged October 1, ,

1989 under the name Ranchmen’s

Resources Ltd, with TOTAL

Energold holding over 56% ofthe

outstanding common shares.

TOTAL ENERGOLD TODAY

At the end of1989, the consoli-

dated statements of TOTAL

Energold reflected the fol—

lowing financial condition:

/
,,

l/
0 The company had approxi—

mately $195 million in assets,

after write—downs of mineral

properties and long-term
investments of $18.4 million

in 1989 and $38.1 million in 1988.

0 Cash flow from operations before changes in working

capital components was $14.2 million compared to $2.4 million

in 1988. Capital expenditures, including exploration costs, were

$32.6 million compared to $23.8 million in 1988.

0 Operating earnings increased significantly from $8.5

million in 1988 to $21.8 million in 1989.

O The Company received a common share dividend of $0.17

per share from its subsidiary Ranchmen’s Resources.

0 The Company, through its investment in Ranchmen’s,

produced over 4,336 barrels per day of oil and 20.3 million

cubic feet per day of natural gas during 1989.

In 1988, the Company shut down its milling operations
at both the Erickson Mine in northern British Columbia, and

at Mount Skukum in the Yukon Territory, in order to rebuild

depleted reserves at both sites through exploration.

Subsequent exploration results indicate that lVlount Skukum

will not be re—opened, while the results at Erickson are more

positive. Exploration will be continued at the Erickson site

in 1990 to add additional reserves.

During 1989 the initial assessment of underground

exploration results at the Tundra Gold Venture project in

the Northwest Territories, in which the company holds a

49% interest, was completed. Current indications of grade,

tonnage and costs suggest that further development on

this project will be deferredThe Company's other

mineral activities include a portfolio of prop—

erties in precious and base metals through—
out North America.

During the year it also increased

its already significant land positions in

geologically favourable areas of

Ontario, Quebec and the western

United States with the objective of

increasing its exploration exposure

through the encouragement of farm—

ins by other mineral companies.
TOTAL Energold is heavily

committed to continuing expan-

sion of its mineral exploration

program. Mineral—related expendi—
tures exceeded $18 million in1989,

and are anticipated to be in excess

of $10 million in 1990. Through a

series of joint ventures and option

agreements, a further $10 million

was spent by third parties on the

Company’s properties, including Tundra,

during1989.

FINANCIAL REVIEW

Certain comparative figures for 1988 have

FierleiickW Dnvrrlson

VICL‘ President and Chief Finrincral Officer
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b e e n r e c l a s s i f i e d t o c o n f o r m w i t h t h e f i n a n c i a l p r e s e n t a t i o n

a d o p t e d a s a t D e c e m b e r 3 1 , 1 9 8 9 . I n a c c o r d a n c e w i t h t h e

J a n u a r y 1 9 9 0 r e c o m m e n d a t i o n s o f t h e C a n a d i a n I n s t i t u t e o f

C h a r t e r e d A c c o u n t a n t s ( C I C A ) , t h e C o m p a n y h a s r e t r o

a c t i v e l y c a t e g o r i z e d w r i t e d o w n s d u e t o t h e s i g n i f i c a n t

i m p a i r m e n t o f c e r t a i n m i n e r a l p r o p e r t i e s a n d i n v e s t m e n t s

a s o t h e r i t e m s r a t h e r t h a n u n u s u a l i t e m s . I n 1 9 8 8 , t h e s e

a m o u n t e d t o $ 3 8 . 1 m i l l i o n v e r s u s $ 1 8 . 4 m i l l i o n i n 1 9 8 9 .

R a n c h m e n s w a s f u l l y c o n s o l i d a t e d f o r a c c o u n t i n g

p u r p o s e s f o r t h e f i r s t t i m e a s a t J u l y 1 , 1 9 8 8 , o n a p u r c h a s e

b a s i s , w h i l e t h e m e r g e r o f T O T A L E n e r g o l d s p r e d e c e s s o r

c o m p a n i e s , G e t t y R e s o u r c e s L i m i t e d a n d T o t a l E r i c k s o n

R e s o u r c e s L t d . , o c c u r r e d e f f e c t i v e S e p t e m b e r 1 4 , 1 9 8 8 . T h e

l a t t e r t r a n s a c t i o n w a s t r e a t e d a s a p o o l i n g o f i n t e r e s t .

C o m p a r a t i v e c o n s o l i d a t e d f i g u r e s f o r 1 9 8 8 i n c l u d e

r e s u l t s o f T r a n s C a n a d a f o r t h e e n t i r e y e a r , a n d R a n c h m e n ' s

f o r t h e p e r i o d b e g i n n i n g J u l y 1 , 1 9 8 8 , w h e n c o n t r o l o f t h a t

c o m p a n y w a s a c q u i r e d .

R E S U L T S O F O P E R A T I O N S
T O T A L E n e r g o l d s i n c o m e s t a t e m e n t i n c l u d e s t h e f u l l y c o n

s o l i d a t e d r e s u l t s o f e n e r g y s u b s i d i a r y R a n c h m e n s R e s o u r c e s .

S a l e s i n 1 9 8 9 , w h i c h w e r e c o m
 

p o s e d e n t i r e l y o f e n e r g y r e v -
G R O U P S A L E S

3 5 e n u e s , t o t a l l e d $ 3 2 . 4 m i l l i o n

3 0 c o m p a r e d t o $ 2 7 . 9 m i l l i o n i n

2 5 1 9 8 8 . T h e 1 9 8 8 f i g u r e i n c l u d e d

2 0 $ 1 0 . 6 m i l l i o n f o r p r e c i o u s m e t a l s

5 a n d $ 1 7 . 3 m i l l i o n f o r o i l a n d g a s .
C o n s o l i d a t e d c o s t o f s a l e s

o f $ 1 0 . 6 m i l l i o n r e p r e s e n t s o n l y

t h o s e c o s t s r e l a t e d t o o i l a n d

( i m m i o n s ) g a s p r o d u c t i o n ; i n 1 9 8 8 , t h e

1 9 8 7 1 9 8 8 1 9 8 9  
 

c o m p a r a t i v e f i g u r e o f $ 1 9 . 5

m i l l i o n i n c l u d e s $ 1 2 . 3 m i l l i o n r e l a t e d t o m e t a l p r o d u c t i o n , w i t h

t h e b a l a n c e o f $ 7 . 2 m i l l i o n r e l a t e d t o o i l a n d g a s p r o d u c t i o n .
O p e r a t i n g e a r n i n g s w e r e
 

 

$ 2 1 . 8 m i l l i o n , u p f r o m $ 8 . 5 m i l

O P E R M I N G E A R N I N G S l i o n i n 1 9 8 8 , d u e p r i m a r i l y t o t h e

3 5 d i f f e r e n t n a t u r e o f o p e r a t i n g

3 ° r e v e n u e s f r o m m i n i n g .

2 5 O t h e r r e v e n u e s o f $ 3 . 1 m i l -
2 ° l i o n i n c l u d e i n v e s t m e n t i n c o m e

e a r n e d o n t h e C o m p a n y ' s l i q u i d

a s s e t s T h e c o m p a r a t i v e f i g u r e

f o r 1 9 8 8 w a s $ 6 . 2 m i l l i o n , a r e f l e c

t i o n o f h i g h e r c a s h b a l a n c e s a t
( i n m i l l i o n s ) t h a t t i m e

1 5

1 9 8 7 1 9 8 8 1 9 8 9  
G E N E R A L A N D A D M I N I S T R A T I V E E X P E N S E S

G e n e r a l a n d a d m i n i s t r a t i v e c o s t s o f $ 9 m i l l i o n r e m a i n e d

t h e s a m e a s i n 1 9 8 8 , i n s p i t e o f t h e a d d i t i o n o f a n e n t i r e

y e a r o f R a n c h m e n ' s o p e r a t i o n s ; t h i s b r o u g h t t o t a l e n e r g y -

r e l a t e d c o s t s t o $ 5 . 7 m i l l i o n . M i n e r a l - r e l a t e d g e n e r a l a n d

a d m i n i s t r a t i v e e x p e n d i t u r e s w e r e $ 3 . 3 m i l l i o n , d o w n f r o m

$ 5 . 7 m i l l i o n i n 1 9 8 8 .

D E P R E c I A T I O N A N D A M O R T I Z A T I O N

D e p r e c i a t i o n a n d a m o r t i z a t i o n e x p e n s e o f $ 1 4 . 4 m i l l i o n

r e l a t e d a l m o s t e n t i r e l y t o e n e r g y p r o p e r t i e s , d o w n f r o m t h e

c o m p a r a t i v e f i g u r e o f $ 1 6 . 5 m i l l i o n i n 1 9 8 8 . T h i s l a t t e r f i g u r e

i n c l u d e d $ 7 8 m i l l i o n f o r t h e m i n e r a l s e c t o r a n d $ 8 . 7 m i l l i o n

f o r e n e r g y .

E X P L O R A T I O N

T o t a l m i n e r a l e x p l o r a t i o n e x p e n s e d w a s $ 2 . 3 m i l l i o n f o r

t h e y e a r , t h e b a l a n c e w a s c a p i t a l i z e d .

M I N O R I T Y I N T E R E S T

M i n o r i t y i n t e r e s t e x p e n s e w a s $ 3 . 2 m i l l i o n , $ 2 . 4 m i l l i o n h i g h e r

t h a n i n 1 9 8 8 , w h e n t h e s t a t e m e n t s i n c l u d e d R a n c h m e n s o n

a c o n s o l i d a t e d b a s i s f o r o n l y p a r t o f t h e y e a r . T h i s c a l c u l a t i o n

r e f l e c t s t h e p r e f e r r e d a n d m i n o r i t y c o m m o n s h a r e h o l d e r s

i n t e r e s t i n t h e e a r n i n g s o f R a n c h m e n s .

O T H E R

O t h e r i t e m s , p r e v i o u s l y c l a s s i f i e d a s u n u s u a l i t e m s , c o n s i s t e d

o f a d d i t i o n a l w r i t e d o w n s o n i n v e s t m e n t s a n d p r o p e r t i e s t h a t

t h e C o m p a n y h e l d . T h e C o m p a n y w r o t e o f f a n a d d i t i o n a l

$ 3 m i l l i o n o n i t s i n v e s t m e n t i n P i o n e e r M e t a l s L t d . , a p r o v i

s i o n o f $ 4 m i l l i o n a l r e a d y h a v i n g b e e n m a d e i n 1 9 8 8 . T h e

C o m p a n y a l s o w r o t e d o w n a n a d d i t i o n a l $ 1 5 . 2 m i l l i o n i n

m i n e r a l p r o p e r t i e s ( r e l a t e d m a i n l y t o $ 4 . 9 m i l l i o n f o r t h e

M o u n t S k u k u m m i n e , a n d a $ 6 m i l l i o n p r o v i s i o n f o r t h e

T u n d r a p r o j e c t ) . I n 1 9 8 8 , t h i s w r i t e d o w n a m o u n t e d t o

$ 3 4 . 1 m i l l i o n .  

N E T R E S U L T

T h e C o m p a n y s n e t r e s u l t a f t e r

o t h e r i t e m s f o r 1 9 8 9 w a s a l o s s o f

$ 2 2 . 9 m i l l i o n o r $ 0 . 8 3 p e r s h a r e , 1 2

d o w n f r o m $ 4 7 2 m i l l i o n o r $ 1 . 8 2 , 0

p e r s h a r e f o r t h e c o m p a r a b l e

p e r i o d i n 1 9 8 8 . F u n d s g e n e r a t e d

f r o m o p e r a t i o n s e x c e e d e d $ 1 4 . 2

m i l l i o n f o r t h e y e a r , u p s i g n i f i

c a n t l y f r o m $ 2 . 4 m i l l i o n i n 1 9 8 8 .

F U N D S P R O V I D E D
B Y O P E R A T I O N S

1 4

0
N
b
m
m

1 9 8 7 1 9 8 8 1 9 8 9

E Q U I T Y I S S U E
( i n m i l l i o n s }  

D u r i n g 1 9 8 9 , T O T A L E n e r g o l d

i s s u e d 2 , 3 8 2 , 6 4 6 t r e a s u r y s h a r e s o n a t a x f l o w t h r o u g h b a s i s

a t a n a v e r a g e p r i c e o f $ 4 . 2 5 p e r s h a r e . T h e s e s h a r e s w e r e

r e c o r d e d a t $ 3 . 3 2 p e r s h a r e , t h e d e e m e d n e t - o f t a x b e n e f i t

p r i c e t o t a l l i n g $ 7 . 9 m i l l i o n . I n 1 9 8 9 , t h e C o m p a n y a l s o a c q u i r e d ,

i n r e t u r n f o r 2 0 0 , 0 0 0 t r e a s u r y s h a r e s , a n e t s m e l t e r r e t u r n

o n C l e a r L a k e , o n e o f i t s p r i n c i p a l l e a d z i n c d e p o s i t s i n

n o r t h e r n C a n a d a .

D u r i n g 1 9 8 8 , s h a r e s i s s u e d i n c l u d e d 3 , 0 1 7 , 6 8 7 s h a r e s

a s t h e r e s u l t o f t h e e x e r c i s e o f o u t s t a n d i n g w a r r a n t s , 5 7 3 , 7 1 4

s h a r e s f r o m t h e e x e r c i s e o f o u t s t a n d i n g s t o c k o p t i o n s ,

8 8 6 , 0 3 1 s h a r e s r e l a t e d t o f l o w - t h r o u g h e x p e n d i t u r e s , a n d

2 3 8 , 7 4 3 s h a r e s f r o m t h e c o n v e r s i o n o f c o n v e r t i b l e d e b e n t u r e s .

 

C A P I T A L E X P E N D I T U R E S A N D
I N V E S T M E N T S

_ _ _ C A P I T A L E X P E N D I T U R E S

C a p i t a l e x p e n d i t u r e s d u r i n g t h e 3 5

p e r i o d i n c l u d e d $ 1 5 . 1 m i l l i o n i n 3 0

m i n e r a l e x p l o r a t i o n a n d d e v e l o p - 2 5
m e n t , a n d $ 1 7 5 m i l l i o n i n e n e r g y - 2 °

r e l a t e d p r o j e c t s . 5

P r o c e e d s f r o m t h e s a l e o f

p r o p e r t y , p l a n t a n d e q u i p

m e n t c o n s i s t e d m a i n l y o f t h e

e x c h a n g e o f p r o p e r t y i n t e r e s t s " m m i m s )

a t t h e D o m e M o u n t a i n p r o j e c t

1 9 8 7 1 9 8 8 1 9 8 9 
f o r e q u i t y i n t e r e s t s i n t h e r e m a i n i n g j o i n t - v e n t u r e p a r t n e r s ,

a n d a n e t p r o f i t i n t e r e s t o f 1 5 0 / o i n t h e p r o p e r t y i t s e l f , a l l o f

w h i c h w e r e r e c o r d e d a s a d d i t i o n s t o l o n g - t e r m i n v e s t m e n t s

a t c o s t .

F I N A N C I A L P O S I T I O N

T h e C o m p a n y s m i n e r a l o p e r a t i o n s a r e i n a n e x p l o r a t o r y

m o d e , a s e x p e n d i t u r e s a r e b e i n g m a d e t o l o c a t e a n d

d e t e r m i n e m i n e r a l r e s e r v e s . S u c h e x p e n d i t u r e s a r e c u r r e n t l y

b e i n g f i n a n c e d t h r o u g h j o i n t v e n t u r e s w i t h t h i r d p a r t i e s ; t h e

i s s u a n c e o f f l o w t h r o u g h s h a r e s , w h i c h p a s s o n t o t h e

s u b s c r i b e r s t h e t a x b e n e f i t s o f C a n a d i a n E x p l o r a t i o n

E x p e n d i t u r e s ; a n d r e v e n u e s d e r i v e d f r o m t h e C o m p a n y s

i n v e s t m e n t s i n o t h e r m a r k e t a b l e s e c u r i t i e s , i n c l u d i n g

d i v i d e n d s f r o m t h e C o m p a n y s o i l a n d g a s s u b s i d i a r y . I n 1 9 8 9 ,

R a n c h m e n s p a i d a d i v i d e n d o f $ 0 . 1 7 p e r s h a r e .

T h e C o m p a n y s e n e r g y s u b s i d i a r y i s s e l f f i n a n c i n g , a n d

i t s e x p l o r a t i o n a c t i v i t i e s a r e f u n d e d i n t h e m a i n b y c a s h f l o w

f r o m c u r r e n t o i l a n d g a s o p e r a t i o n s . I n 1 9 8 9 , c a p i t a l

e x p e n d i t u r e s b y R a n c h m e n ' s e x c e e d e d $ 1 7 . 5 m i l l i o n , a n d

$ 1 9 . 0 m i l l i o n i s b u d g e t e d f o r 1 9 9 0 . A f u r t h e r $ 4 m i l l i o n h a s

b e e n a l l o c a t e d t o s m a l l a c q u i s i t i o n s o f r e s e r v e s .

T h e C o n s o l i d a t e d S t a t e m e n t o f C h a n g e s i n F i n a n c i a l

P o s i t i o n i n c l u d e s t r a n s a c t i o n s w h i c h r e f l e c t o n l y t h e

i n t e r e s t s o f t h e m i n o r i t y s h a r e h o l d e r s i n t h e c o m p a n y s

 

> > > ) > » » » » > > m ) > ) m m ) > > > > m m » > > > m m ) > > > > > » m » > m m ) » » » » » » » » » > ) > ) > » ) > > > > m ) ) m » » > ) » » » » » ) ' m m ) m > m » m > m m » ) > » » » > > > » » » > > > > > >
> > > > > > > > > > > > > > m m ) > > > > > > > > m » ) m ) > m > » » » » » » m m » » ) » ) ) » ) m m ) ) » ) m ) ) m ) m ) ) » ) m » ) , m ) m ) ) ) m m ) ) ) m ) m ) » » m » » » » » » m » ,

c o n s o l i d a t e d s u b s i d i a r i e s .

D u r i n g t h e y e a r R a n c h m e n s m a d e a r i g h t s o f f e r i n g t o

i t s s h a r e h o l d e r s , t h e m i n o r i t y s u b s c r i p t i o n f o r w h i c h

e x c e e d e d $ 3 . 9 m i l l i o n . I n t h e s a m e p e r i o d t h a t c o m p a n y a l s o

p a i d d i v i d e n d s t o b o t h i t s p r e f e r r e d a n d c o m m o n s h a r e

h o l d e r s , o f w h i c h t h e m i n o r i t y p o r t i o n w a s $ 3 . 1 m i l l i o n . I n

1 9 8 8 t h e c o m p a n y r e c o r d e d t h e m i n o r i t y p o r t i o n o f a r i g h t s

s u b s c r i p t i o n i n C o n s o l i d a t e d T r a n s - C a n a d a o f $ 0 . 9 m i l l i o n

a n d $ 1 . 1 m i l l i o n t h e a m o u n t p a i d t o p r e f e r r e d s h a r e h o l d e r s

o n l y a f t e r R a n c h m e n s c o n s o l i d a t i o n .

A t t h e e n d o f 1 9 8 9 , t h e C o m p a n y h a d c a s h a n d s h o r t

t e r m i n v e s t m e n t s o f $ 1 2 m i l l i o n . I n a d d i t i o n t o a $ 2 0 m i l l i o n

c r e d i t f a c i l i t y h e l d b y t h e C o m p a n y , R a n c h m e n s h a s a s i m i l a r

f a c i l i t y f o r $ 2 5 m i l l i o n . T h e s e r e v o l v i n g f a c i l i t i e s w e r e

e s t a b l i s h e d t o a s s i s t t h e g r o u p i n t h e a c q u i s i t i o n o f

p r o d u c t i o n f r o m b o t h m i n e r a l a n d o i l a n d g a s p r o p e r t i e s .

S U B S E Q U E N T E V E N T S

S u b s e q u e n t t o t h e c u r r e n t y e a r e n d , t h e C o m p a n y p r o p o s e s

t o e n t e r i n t o a n a g r e e m e n t w i t h C M P 1 9 9 0 R e s o u r c e

P a r t n e r s h i p L t d . ( C M P ) f o r t h e p r i v a t e p l a c e m e n t o f f l o w -

t h r o u g h c o m m o n s h a r e s . U n d e r t h e a g r e e m e n t , t h e C o m p a n y

w i l l r e c e i v e u p t o $ 7 m i l l i o n f r o m C M P a n d a f u r t h e r $ 3 m i l l i o n

i n g r a n t s u n d e r t h e C E I P p r o g r a m f o r e x p e n d i t u r e s i n c u r r e d

f r o m F e b r u a r y 1 t o D e c e m b e r 3 1 , 1 9 9 0 .

T h e C o m p a n y , s u b j e c t t o r e g u l a t o r y a p p r o v a l , a l s o

i n t e n d s t o a c q u i r e a 1 2 1 / 2 0 / 0 i n t e r e s t i n V e n t u r e s T r i d e n t | |

L i m i t e d P a r t n e r s h i p f o r a p p r o x i m a t e l y 4 , 4 0 0 , 0 0 0 s h a r e s .

A s p a r t o f t h e s t r a t e g y t o a c q u i r e m i n e r a l p r o d u c t i o n

i n t h e n e a r f u t u r e , t h e c o m p a n y m a d e a n o f f e r t o P l e x u s

R e s o u r c e s C o r p o r a t i o n t o a c q u i r e b y p r i v a t e p l a c e m e n t

6 , 0 0 0 , 0 0 0 c o m m o n s h a r e s , a p p r o x i m a t e l y 5 1 % , o f t h a t

c o m p a n y f o r $ 1 6 . 5 m i l l i o n i n c a s h a n d t h e t r a n s f e r o f t h e

o w n e r s h i p o f S o v e r e i g n E x p l o r a t i o n s l n c . , T O T A L E n e r g o l d s

U . S . e x p l o r a t i o n c o m p a n y . S u b j e c t t o c e r t a i n c o n d i t i o n s a n d

a p p r o v a l s , t h e a c q u i s i t i o n w o u l d p r o v i d e r e v e n u e s a n d c a s h

f l o w f r o m o n e o f P l e x u s ' s U n i t e d S t a t e s p r o p e r t i e s i n l a t e

s u m m e r t h a t w o u l d a s s i s t t h e f i n a n c i n g o f t h e c o m p a n y s

U . S . e x p l o r a t i o n .

 



 

 

C o n s o l i d a t e d B a l a n c e S h e e t s

A S A T D E C E M B E R 3 1 , 1 9 8 9 A N D 1 9 8 8

T O T A L E N E R G O L D C O R P O R A T I O N

 

 

 

 

 

 

 

 

 

 

A S S E T S 1 9 8 9 1 9 8 8

C u r r e n t A s s e t s

C a s h a n d s h o r t t e r m i n v e s t m e n t s $ 1 1 , 9 6 9 , 6 0 9 $ 2 5 , 7 9 9 , 2 7 6

A c c o u n t s r e c e i v a b l e 1 1 , 2 4 1 , 5 3 4 1 1 , 3 8 5 , 4 4 9

I n v e n t o r i e s 2 5 4 , 4 6 2 6 0 1 , 3 5 5

R e c e i v a b l e f r o m r e l a t e d c o m p a n i e s 1 2 2 , 7 0 8 6 6 , 6 8 7

P r e p a i d e x p e n s e s 5 8 , 6 6 9 8 3 , 7 5 7

2 3 , 6 4 6 , 9 8 2 3 7 , 9 3 6 , 5 2 4

L o n g - T e r m I n v e s t m e n t s 2 , 4 1 9 , 9 4 6 4 , 6 6 8 , 7 8 8

P r o p e r t y , P l a n t a n d E q u i p m e n t ( n o t e 5 ) 1 6 8 , 6 2 1 , 7 5 3 1 6 7 , 4 1 6 , 2 6 3

$ 1 9 4 , 6 8 8 , 6 8 1 $ 2 1 0 , 0 2 1 , 5 7 5

L I A B I L I T I E S

C u r r e n t L i a b i l i t i e s

B a n k i n d e b t e d n e s s ( n o t e 6 ) $ $ 3 , 9 4 7 , 0 0 0

A c c o u n t s p a y a b l e a n d a c c r u e d l i a b i l i t i e s 1 0 , 8 1 0 , 3 8 4 1 0 , 8 5 9 , 6 1 8

C o n v e r t i b l e d e b e n t u r e s ( n o t e 7 ) 4 7 7 , 9 4 7 -

1 1 , 2 8 8 , 3 3 1 1 4 , 8 0 6 , 6 1 8

D e f e r r e d P r o d u c t i o n I n c o m e 3 , 6 3 0 , 1 2 0 4 , 2 0 4 , 2 2 6

C o n v e r t i b l e D e b e n t u r e s ( n o t e 7 ) 1 , 2 9 9 , 6 8 7

D e f e r r e d I n c o m e T a x e s 8 7 5 , 3 2 3 2 , 6 9 2

M i n o r i t y I n t e r e s t 6 0 , 0 9 7 , 9 9 8 5 6 , 1 5 8 , 2 5 4

7 5 , 8 9 1 , 7 7 2 7 6 , 4 7 1 , 4 7 7

S H A R E H O L D E R S E Q U I T Y

C a p i t a l S t o c k ( n o t e 8 ) 1 4 2 , 5 9 2 , 6 8 3 1 8 6 , 8 6 8 , 2 7 4

D e f i c i t ( n o t e 8 ) ( 2 3 , 1 8 4 , 1 6 3 ) ( 5 2 , 7 0 6 , 5 6 5 )

1 1 9 , 4 0 8 , 5 2 0 1 3 4 , 1 6 1 , 7 0 9

L e s s c o s t o f 5 8 , 7 9 9 s h a r e s h e l d b y t h e C o m p a n y a n d i t s s u b s i d i a r i e s ( 6 1 1 , 6 1 1 ) ( 6 1 1 , 6 1 1 )

1 1 8 , 7 9 6 , 9 0 9 1 3 3 , 5 5 0 , 0 9 8

$ 1 9 4 , 6 8 8 , 6 8 1 $ 2 1 0 , 0 2 1 , 5 7 5
 

C o m m i t m e n t s a n d C o n t i n g e n t L i a b i l i t i e s ( n o t e 1 0 )

S u b s e q u e n t E v e n t s ( n o t e 1 3 )

A p p r o v e d b y t h e D i r e c t o r s

@ a é f %
D i r e c t o r

/ 7 ,
D i r e c t o r

C o n s o l i d a t e d S t a t e m e n t s o f

O p e r a t i o n s a n d D e c i t

F O R T H E Y E A R S E N D E D D E C E M B E R 3 1 , 1 9 8 9 A N D 1 9 8 8
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T O T A L E N E R G O L D C O R P O R A T I O N

 

 

 

 

 

 

 

1 9 8 9 1 9 8 8

S a l e s .

M i n i n g 5 $ 1 0 , 6 1 6 , 4 6 0

O i l a n d g a s ( n o t e 4 ) 3 2 , 3 8 7 , 6 4 0 1 7 , 3 3 1 , 4 3 4

3 2 , 3 8 7 , 6 4 0 2 7 , 9 4 7 , 8 9 4

C o s t o f s a l e s

M i n i n g - 1 2 , 2 9 7 , 3 0 7

O i l a n d g a s ( n o t e 4 ) 1 0 , 5 5 1 , 5 1 6 7 , 1 5 0 , 8 2 9

O p e r a t i n g e a r n i n g s 2 1 , 8 3 6 , 1 2 4 8 , 4 9 9 , 7 5 8

I n v e s t m e n t a n d o t h e r i n c o m e 3 , 1 1 0 , 5 5 3 6 , 1 8 7 , 5 5 2

S h a r e o f l o s s o f R a n c h m e n s R e s o u r c e s L t d . ( 1 6 3 , 6 3 1 )

2 4 , 9 4 6 , 6 7 7 1 4 , 5 2 3 , 6 7 9

E x p e n s e s

A d m i n i s t r a t i o n a n d g e n e r a l 9 , 0 4 6 , 1 2 4 8 , 6 6 2 , 0 6 1

D e p r e c i a t i o n , d e p l e t i o n a n d a m o r t i z a t i o n 1 4 , 4 1 8 , 8 0 2 1 6 , 4 7 6 , 7 1 2

I n t e r e s t 8 3 5 , 4 3 3 1 , 2 5 5 , 6 8 8

E x p l o r a t i o n 2 , 2 8 2 , 8 8 3 2 , 1 8 4 , 3 3 7

N e t p r o f i t i n t e r e s t s a n d m i n o r i t y i n t e r e s t s 3 , 1 5 1 , 1 8 8 8 3 9 , 4 4 5

2 9 , 7 3 4 , 4 3 0 2 9 , 4 1 8 , 2 4 3

( 4 , 7 8 7 , 7 5 3 ) ( 1 4 , 8 9 4 , 5 6 4 )

O t h e r

M i n e r a l p r o p e r t i e s w r i t t e n d o w n

L o n g t e r m i n v e s t m e n t s w r i t t e n d o w n

E x p e n d i t u r e s i n c u r r e d a s a r e s u l t o f t a k e o v e r b i d

( 1 5 , 1 7 2 , 2 6 1 )

( 3 , 2 0 0 , 0 0 0 )

( 3 4 , 0 7 3 , 7 6 3 )

( 4 , 0 0 0 , 0 0 0 )

( 6 5 0 , 2 5 6 )
 

L o s s b e f o r e i n c o m e t a x e s

I n c o m e t a x r e c o v e r y ( n o t e 9 )

( 2 3 , 1 6 0 , 0 1 4 )

2 4 4 , 5 5 1

( 5 3 , 6 1 8 , 5 8 3 )

6 , 4 2 3 , 7 7 3
 

L o s s f o r t h e y e a r $ ( 2 2 , 9 1 5 , 4 6 3 ) $ ( 4 7 , 1 9 4 , 8 1 0 )

 

 

D e f i c i t a t b e g i n n i n g o f y e a r ( 5 2 , 7 0 6 , 5 6 5 ) ( 3 , 8 4 0 , 8 6 6 )

A p p l i c a t i o n o f D e c e m b e r 3 1 , 1 9 8 8 d e f i c i t t o c a p i t a l s t o c k ( n o t e 8 ) 5 2 , 7 0 6 , 5 6 5

A m a l g a m a t i o n a n d r e o r g a n i z a t i o n c o s t s ( 2 6 8 , 7 0 0 ) ( 1 , 6 7 0 , 8 8 9 )

D e f i c i t a t e n d o f y e a r $ ( 2 3 , 1 8 4 , 1 6 3 ) $ ( 5 2 , 7 0 6 , 5 6 5 )

L o s s p e r s h a r e S ( 0 . 8 3 ) $ ( 1 . 8 2 )
  



 

C o n s o l i d a t e d S t a t e m e n t s o f
C h a n g e s i n F i n a n c i a l P o s i t i o n

F O R T H E Y E A R S E N D E D D E C E M B E R 3 1 , 1 9 8 9 A N D 1 9 8 8

T O T A L E N E R G O L D C O R P O R A T I O N

 

 

 

 

 

1 9 8 9 1 9 8 8

C a s h R e s o u r c e s P r o v i d e d b y ( U s e d i n ) O p e r a t i n g A c t i v i t i e s

L o s s f o r t h e y e a r $ ( 2 2 , 9 1 5 , 4 6 3 ) $ ( 4 7 , 1 9 4 , 8 1 0 )

I t e m s n o t i n v o l v i n g c a s h

D e p r e c i a t i o n , d e p l e t i o n a n d a m o r t i z a t i o n 1 4 , 4 1 8 , 8 0 2 1 6 , 4 7 6 , 7 1 2

D e f e r r e d i n c o m e t a x e s ( r e d u c t i o n ) 8 7 2 , 6 3 1 ( 6 , 0 5 7 , 1 7 1 )

M i n e r a l p r o p e r t i e s w r i t t e n d o w n 1 5 , 1 7 2 , 2 6 1 3 4 , 0 7 3 , 7 6 3

L o n g t e r m i n v e s t m e n t s w r i t t e n d o w n 3 , 2 0 0 , 0 0 0 4 , 0 0 0 , 0 0 0

M i n o r i t y i n t e r e s t 2 , 7 7 6 , 1 2 6 9 1 3 , 2 7 8

O t h e r 6 5 7 , 7 0 0 2 2 6 , 5 6 6

F u n d s g e n e r a t e d f r o m o p e r a t i o n s 1 4 , 1 8 2 , 0 5 7 2 , 4 3 8 , 3 3 8

W o r k i n g c a p i t a l c h a n g e s 4 1 0 , 6 4 1 2 , 7 9 5 , 9 1 0

1 4 , 5 9 2 , 6 9 8 5 , 2 3 4 , 2 4 8

C a s h R e s o u r c e s P r o v i d e d b y ( U s e d i n ) F i n a n c i n g A c t i v i t i e s

I s s u e o f c o m m o n s h a r e s 8 , 4 3 0 , 9 7 4 4 5 , 2 7 5 , 2 8 3

P r o c e e d s o n s h a r e i s s u e b y s u b s i d i a r y 4 , 3 0 9 , 9 4 7 8 8 2 , 1 6 6

D i v i d e n d s p a i d b y s u b s i d i a r y t o m i n o r i t y s h a r e h o l d e r s ( 3 , 1 4 6 , 3 2 9 ) ( 1 , 0 1 0 , 7 8 2 )

D e c r e a s e i n l o n g t e r m d e b t ( 7 , 9 6 3 , 1 5 5 )

R e d u c t i o n o f c o n v e r t i b l e d e b e n t u r e ( 8 7 9 , 4 1 8 ) ( 3 , 4 1 7 , 0 1 8 )

R e d u c t i o n o f d e f e r r e d i n c o m e ( 5 7 4 , 1 0 6 ) ( 4 3 5 , 0 1 8 )

8 , 1 4 1 , 0 6 8 3 3 , 3 3 1 , 4 7 6
 

C a s h R e s o u r c e s P r o v i d e d b y ( U s e d i n ) I n v e s t i n g A c t i v i t i e s

P u r c h a s e o f p r o p e r t y , p l a n t a n d e q u i p m e n t ( 3 2 , 5 5 7 , 4 8 1 ) ( 2 3 , 8 1 1 , 9 3 5 )

 

 

 

 

 

P r o c e e d s f r o m s a l e o f p r o p e r t y , p l a n t a n d e q u i p m e n t 1 , 7 6 0 , 9 2 8 1 , 2 9 7 , 1 5 5

P u r c h a s e o f l o n g t e r m i n v e s t m e n t s ( 1 , 6 6 7 , 5 4 9 ) ( 8 , 7 9 2 , 6 8 8 )

P r o c e e d s f r o m s a l e o f l o n g t e r m i n v e s t m e n t s 1 1 6 , 3 6 9

A m a l g a m a t i o n a n d r e o r g a n i z a t i o n c o s t s ( 2 6 8 , 7 0 0 ) ( 1 , 6 7 0 , 8 8 9 )

A c q u i s i t i o n o f n e t a s s e t s o f R a n c h m e n ' s R e s o u r c e s L t d . ( n o t e 4 ) ( 4 0 , 5 4 3 , 4 5 4 )

C o n v e r s i o n o f R a n c h m e n s R e s o u r c e s L t d . d e b e n t u r e s 3 5 , 6 8 3 , 2 1 5

A c q u i s i t i o n o f n e t a s s e t s o f C o n s o l i d a t e d T r a n s - C a n a d a R e s o u r c e s L t d . ( n o t e 3 ) ( 3 , 1 1 6 , 1 3 8 )

( 3 2 , 6 1 6 , 4 3 3 ) ( 4 0 , 9 5 4 , 7 3 4 )

D e c r e a s e i n C a s h P o s i t i o n ( 9 , 8 8 2 , 6 6 7 ) ( 2 , 3 8 9 , 0 1 0 )

C a s h P o s i t i o n a t B e g i n n i n g o f Y e a r 2 1 , 8 5 2 , 2 7 6 2 4 , 2 4 1 , 2 8 6

C a s h P o s i t i o n a t E n d o f Y e a r 5 1 1 , 9 6 9 , 6 0 9 $ 2 1 , 8 5 2 , 2 7 6

C a s h P o s i t i o n C o m p r i s e s :

C a s h a n d s h o r t t e r m i n v e s t m e n t s 5 1 1 , 9 6 9 , 6 0 9 $ 2 5 , 7 9 9 , 2 7 6

B a n k I n d e b t e d n e s s ( 3 , 9 4 7 , 0 0 0 )

$ 1 1 , 9 6 9 , 6 0 9 $ 2 1 , 8 5 2 , 2 7 6
 

N o t e s t o C o n s o l i d a t e d F i n a n c i a l S t a t e m e n t s

F O R T H E Y E A R S E N D E D D E C E M B E R 3 1 , 1 9 8 9 A N D 1 9 8 8

1 . S I G N I F I C A N T A C C O U N T I N G P R I N C I P L E S

T h e s e c o n s o l i d a t e d f i n a n c i a l s t a t e m e n t s o f T O T A L E n e r g o l d C o r p o r a

t i o n ( t h e C o m p a n y ) a n d s u b s i d i a r y c o m p a n i e s h a v e b e e n p r e p a r e d

i n a c c o r d a n c e w i t h a c c o u n t i n g p r i n c i p l e s g e n e r a l l y a c c e p t e d i n

C a n a d a a n d r e f l e c t t h e f o l l o w i n g p o l i c i e s :

( a ) B a s i s o f C o n s o l i d a t i o n
T h e C o m p a n y r e s u l t s f r o m t h e a m a l g a m a t i o n u n d e r t h e C a n a d a

B u s i n e s s C o r p o r a t i o n s A c t o f T o t a l E r i c k s o n R e s o u r c e s L t d . ( T o t a l

E r i c k s o n ) a n d 1 2 1 3 5 9 C a n a d a L t d . , a w h o l l y o w n e d s u b s i d i a r y o f

T O T A L E n e r g o l d C o r p o r a t i o n ( f o r m e r l y G e t t y R e s o u r c e s L i m i t e d ) . T h e

a c c o u n t s o f t h e c o m p a n i e s h a v e b e e n c o m b i n e d u s i n g t h e p o o l i n g o f

i n t e r e s t b a s i s o f a c c o u n t i n g . A c c o r d i n g l y , t h e c a r r y i n g v a l u e s o f t h e

a s s e t s , l i a b i l i t i e s , s h a r e h o l d e r s e q u i t y a n d r e s u l t s o f o p e r a t i o n s h a v e

b e e n c o m b i n e d f o r p e r i o d s p r i o r t o t h e a m a l g a m a t i o n . T h e c o n s o l i d a t e d

f i n a n c i a l s t a t e m e n t s i n c l u d e t h e a c c o u n t s o f t h e C o m p a n y a n d i t s

s u b s i d i a r i e s . A s a t D e c e m b e r 3 1 , 1 9 8 9 , t h e C o m p a n y s p r i n c i p a l

s u b s i d i a r i e s a n d i t s p e r c e n t a g e e q u i t y i n t e r e s t i n e a c h i s a s f o l l o w s :

T o t a l E r i c k s o n R e s o u r c e s L t d . ( f o r m e r l y 1 2 1 3 5 9 C a n a d a L t d . ) 1 0 0 . 0 %

T o t a l E a s t c a n E x p l o r a t i o n L t d . 1 0 0 . 0 %

E r i c k s o n G o l d M i n i n g C o r p . 1 0 0 . 0 %

M o u n t S k u k u m G o l d M i n i n g C o r p o r a t i o n 1 0 0 . 0 %

S o v e r e i g n E x p l o r a t i o n s , I n c . 1 0 0 . 0 %

A J M M e t a l s L t d . 1 0 0 . 0 %

G e t t y R e s o u r c e s , I n c . 1 0 0 . 0 %

T a b l e M o u n t a i n M i n e s L i m i t e d 9 4 . 7 %

R a n c h m e n s R e s o u r c e s L t d . ( n o t e 4 ) 5 6 . 4 %

( b ) F o r e i g n C u r r e n c y T r a n s l a t i o n
M o n e t a r y a s s e t s a n d l i a b i l i t i e s d e n o m i n a t e d i n f o r e i g n c u r r e n c i e s a r e

t r a n s l a t e d i n t o C a n a d i a n d o l l a r s a t y e a r e n d e x c h a n g e r a t e s . A l l o t h e r

a s s e t s , l i a b i l i t i e s , r e v e n u e s a n d e x p e n s e s a r e t r a n s l a t e d a t t h e e x c h a n g e

r a t e s p r e v a i l i n g a t t h e d a t e s o f t h e t r a n s a c t i o n s . G a i n s o r l o s s e s o n

t r a n s l a t i o n a r e n o t s i g n i f i c a n t , a n d a r e i n c l u d e d i n o p e r a t i o n s .

( c ) I n v e n t o r i e s
G o l d i n v e n t o r y a n d o r e s t o c k p i l e s a r e v a l u e d a t t h e l o w e r o f p r o d u c t i o n

c o s t a n d n e t r e a l i z a b l e v a l u e . S p a r e p a r t s a n d s u p p l i e s a r e v a l u e d a t

c o s t

( d ) L o n g - t e r m I n v e s t m e n t s
I n v e s t m e n t s o v e r w h i c h e f f e c t i v e c o n t r o l i s e x e r c i s e d a r e a c c o u n t e d

f o r b y t h e e q u i t y m e t h o d . O t h e r i n v e s t m e n t s a r e r e c o r d e d a t c o s t l e s s

a p r o v i s i o n f o r p e r m a n e n t i m p a i r m e n t i n v a l u e .

( e ) P l a n t a n d E q u i p m e n t
P l a n t a n d e q u i p m e n t a r e r e c o r d e d a t c o s t . D e p r e c i a t i o n i s p r o v i d e d

d u r i n g p e r i o d s o f o p e r a t i o n o v e r t h e e s t i m a t e d u s e f u l l i v e s o f t h e a s s e t s

o n t h e f o l l o w i n g b a s i s :

M i n i n g

B u i l d i n g s a n d m a c h i n e r y 8 . 3 % t o 1 2 . 5 % s t r a i g h t l i n e b a s i s

C o m p u t e r a n d o t h e r e q u i p m e n t 1 0 % t o 3 0 % s t r a i g h t - l i n e b a s i s

M o b i l e e q u i p m e n t 3 0 % d e c l i n i n g b a l a n c e b a s i s

F u r n i t u r e a n d f i x t u r e s 3 0 % d e c l i n i n g b a l a n c e b a s i s

O i l a n d G a s

N o n p r o d u c t i o n a s s e t s 2 0 % d e c l i n i n g b a l a n c e b a s i s

. ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) Y ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) )

T O T A L E N E R G O L D C O R P O R A T I O N

( f ) M i n e r a l P r o p e r t i e s a n d D e v e l o p m e n t
T h e C o m p a n y c a p i t a l i z e s a n d d e f e r s a l l c o s t s i n c u r r e d i n c o n n e c t i o n

w i t h t h e a c q u i s i t i o n , e x p l o r a t i o n a n d d e v e l o p m e n t o f m i n e r a l

p r o p e r t i e s , l e s s p r o v i s i o n s f o r p e r m a n e n t i m p a i r m e n t i n v a l u e , u n t i l

s u c h t i m e a s c o m m e r c i a l p r o d u c t i o n c o m m e n c e s o r t h e p r o p e r t y i s

a b a n d o n e d . T h e c a r r y i n g v a l u e o f a n y a b a n d o n e d p r o p e r t y i s c h a r g e d

t o o p e r a t i o n s a t t h e t i m e o f a b a n d o n m e n t . G e n e r a l e x p l o r a t i o n

e x p e n s e s , c o n s i s t i n g o f c o s t s i n c u r r e d t o c a r r y o u t t h e e v a l u a t i o n o f

m i n e r a l p r o s p e c t s , w h i c h d o n o t r e s u l t i n t h e a c q u i s i t i o n o f p r o p e r t i e s

a r e c h a r g e d t o o p e r a t i o n s .

F o l l o w i n g c o m m e n c e m e n t o f c o m m e r c i a l p r o d u c t i o n , a m o r t i z a -

t i o n o f t h e s e c o s t s i s p r o v i d e d o n a s t r a i g h t - l i n e b a s i s o v e r t h e

e s t i m a t e d l i f e o f t h e o r e b o d y . C u r r e n t e x p l o r a t i o n e x p e n d i t u r e s r e l a t e d

t o t h e m i n e a r e c h a r g e d t o o p e r a t i o n s .

T h e C o m p a n y c h a r g e s d e p l e t i o n a n d a m o r t i z a t i o n o f t h e c o s t

o f i t s m i n i n g p r o p e r t y i n t e r e s t s , r e l a t e d d e f e r r e d e x p l o r a t i o n a n d

a d m i n i s t r a t i v e c o s t s , a n d d e v e l o p m e n t c o s t s i n c u r r e d d u r i n g t h e

p r e p r o d u c t i o n p e r i o d u s i n g t h e u n i t o f p r o d u c t i o n m e t h o d b a s e d o n

e s t i m a t e d r e c o v e r a b l e r e s e r v e s . T h e d e p l e t i o n a n d a m o r t i z a t i o n o f

m i n e r a l p r o p e r t i e s a n d d e v e l o p m e n t c e a s e d w i t h t h e s u s p e n s i o n o f

t h e C o m p a n y ' s t w o m i n i n g o p e r a t i o n s .

( 9 ) O i l a n d G a s I n t e r e s t s

T h e C o m p a n y s o i l a n d g a s s u b s i d i a r y f o l l o w s t h e f u l l - c o s t m e t h o d o f

a c c o u n t i n g f o r o i l a n d g a s i n t e r e s t s u n d e r w h i c h a l l c o s t s r e l a t e d t o

t h e e x p l o r a t i o n f o r a n d d e v e l o p m e n t o f p e t r o l e u m a n d n a t u r a l g a s

p r o p e r t i e s a r e c a p i t a l i z e d a n d a c c u m u l a t e d i n s e p a r a t e c o s t c e n t r e s

f o r C a n a d a a n d t h e U n i t e d S t a t e s . S u c h c o s t s i n c l u d e l a n d a c q u i s i t i o n

c o s t s , g e o l o g i c a l a n d g e o p h y s i c a l e x p e n s e s , c a r r y i n g c h a r g e s o f

n o n p r o d u c i n g w e l l s , a n d o v e r h e a d c h a r g e s d i r e c t l y r e l a t e d t o

e x p l o r a t i o n a n d d e v e l o p m e n t a c t i v i t i e s . G r a n t s a n d i n c e n t i v e p a y m e n t s

r e d u c e t h e c a p i t a l i z e d c o s t s .

T h e c o s t s r e l a t e d t o e a c h c o s t c e n t r e , i n c l u d i n g c o s t s o f

p r o d u c t i o n e q u i p m e n t , a r e d e p l e t e d a n d d e p r e c i a t e d o n t h e u n i t o f

p r o d u c t i o n m e t h o d b a s e d o n t h e e s t i m a t e d g r o s s p r o v e n r e s e r v e s i n

e a c h c o u n t r y a s d e t e r m i n e d b y t h e C o m p a n y s s u b s i d i a r y .

T h e c a p i t a l i z e d c o s t s l e s s a c c u m u l a t e d d e p l e t i o n a n d d e p r e c i a

t i o n i n e a c h c o s t c e n t r e a r e l i m i t e d t o a n a m o u n t ( t h e c e i l i n g t e s t

a m o u n t " ) e q u a l t o t h e u n d i s c o u n t e d a n d u n e s c a l a t e d e s t i m a t e d f u t u r e

n e t r e v e n u e s f r o m p r o v e n r e s e r v e s p l u s t h e l o w e r o f c o s t o r f a i r m a r k e t

v a l u e o f u n p r o v e d p r o p e r t i e s l e s s e s t i m a t e d f u t u r e g e n e r a l a n d

a d m i n i s t r a t i v e e x p e n s e s , f i n a n c i n g c o s t s a n d i n c o m e t a x e s .

S a l e s o f o i l a n d g a s p r o p e r t i e s a r e a c c o u n t e d f o r a s a d j u s t m e n t s

o f c a p i t a l i z e d c o s t s , w i t h n o g a i n o r l o s s r e c o g n i z e d , u n l e s s s u c h

a d j u s t m e n t s w o u l d s i g n i f i c a n t l y a l t e r t h e r a t e o f d e p l e t i o n a n d

d e p r e c i a t i o n o n a c o u n t r y b y c o u n t r y b a s i s .

( h ) M i n i n g S a l e s
N e t r e v e n u e f r o m m i n i n g s a l e s c o m p r i s e s r e v e n u e f r o m s u c h s a l e s

l e s s m a r k e t i n g a n d r e f i n i n g c o s t s . M i n i n g s a l e s f o r w h i c h p r i c e s h a v e

n o t b e e n f i n a l i z e d a t y e a r e n d a r e r e c o r d e d a t p r i c e s e s t i m a t e d t o b e

i n e f f e c t o n t h e f i n a l i z a t i o n d a t e s . F u t u r e c o n t r a c t s f o r s a l e s o f m e t a l s

a n d c u r r e n c i e s a r e e n t e r e d i n t o f o r m a t u r i t i e s b a s e d u p o n e s t i m a t e d

f u t u r e p r o d u c t i o n o r r e c e i p t o f c u r r e n c i e s . T h e s e c o n t r a c t s a r e

l i q u i d a t e d a t t h e t i m e o f p r o d u c t i o n o r r e c e i p t o f c u r r e n c i e s a n d t h e

r e a l i z e d g a i n s o r l o s s e s a r e i n c l u d e d i n r e v e n u e f r o m m i n i n g .



( i ) I n c o m e T a x e s
I n c o m e t a x e s a r e a c c o u n t e d f o r b y t h e t a x a l l o c a t i o n m e t h o d . U n d e r

t h i s m e t h o d , i n c o m e t a x e s r e f l e c t t h e d e f e r r a l o f s u c h t a x e s t o f u t u r e

y e a r s . T h e d e f e r r a l r e s u l t s f r o m t i m i n g d i f f e r e n c e s w h i c h a r i s e w h e n

c e r t a i n c o s t s , p r i n c i p a l l y d e p r e c i a t i o n , e x p l o r a t i o n a n d a d m i n i s t r a t i o n

e x p e n s e s , a r e c l a i m e d f o r t a x p u r p o s e s i n d i f f e r e n t t i m e p e r i o d s t h a n

t h e r e l a t e d a m o u n t s a r e a m o r t i z e d i n t h e a c c o u n t s .

2 . A M A L G A M A T I O N O F G E T T Y R E S O U R C E S L I M I T E D A N D

T O T A L E R I C K S O N R E S O U R C E S L T D .

E f f e c t i v e S e p t e m b e r 1 4 , 1 9 8 8 , G e t t y R e s o u r c e s L i m i t e d ( G e t t y " )

a n d T o t a l E r i c k s o n c o m b i n e d t h e i r b u s i n e s s o p e r a t i o n s . G e t t y i s

p r i m a r i l y e n g a g e d i n t h e e x p l o r a t i o n a n d d e v e l o p m e n t o f m i n e r a l

r e s o u r c e s . T o t a l E r i c k s o n i s p r i m a r i l y e n g a g e d i n t h e m i n i n g a n d

e x p l o r a t i o n o f g o l d a n d s i l v e r a n d p r o d u c t i o n a n d e x p l o r a t i o n o f

o i l a n d g a s .

T h e c o m b i n a t i o n w a s e f f e c t e d b y a n a m a l g a m a t i o n o f T o t a l

E r i c k s o n w i t h 1 2 1 3 5 9 C a n a d a L t d . , a w h o l l y o w n e d s u b s i d i a r y o f G e t t y ,

 

( j ) L o s s P e r S h a r e ,

T h e l o s s p e r s h a r e i s c o m p u t e d u s i n g t h e m o n t h l y w e i g h t e d a v e r a g e

n u m b e r o f c o m m o n s h a r e s o u t s t a n d i n g d u r i n g t h e y e a r .

( k ) C o m p a r a t i v e F i g u r e s

C e r t a i n 1 9 8 8 f i g u r e s h a v e b e e n r e s t a t e d t o c o n f o r m t o 1 9 8 9 f i n a n c i a l

s t a t e m e n t p r e s e n t a t i o n .

t h e s h a r e h o l d e r s o f T o t a l E r i c k s o n r e c e i v i n g s h a r e s o f G e t t y i n e x c h a n g e

f o r t h e i r T o t a l E r i c k s o n s h a r e s . T h e c o m b i n a t i o n h a s b e e n a c c o u n t e d

f o r u s i n g t h e p o o l i n g o f i n t e r e s t s m e t h o d . A t t h e t i m e o f c o m b i n a t i o n ,

G e t t y c h a n g e d i t s n a m e t o T O T A L E n e r g o l d C o r p o r a t i o n a n d c h a n g e d

i t s y e a r e n d t o D e c e m b e r 3 1 , e f f e c t i v e i n 1 9 8 8 .

T h e f o l l o w i n g t a b l e s e t s f o r t h c e r t a i n s u p p l e m e n t a r y i n f o r m a t i o n

c o n c e r n i n g o p e r a t i n g r e s u l t s o f T o t a l E r i c k s o n a n d G e t t y f r o m J a n u a r y

1 , 1 9 8 8 t o S e p t e m b e r 1 4 , 1 9 8 8 :

 

3 . A C Q U I S I T I O N 0 F A D D I T I O N A L I N T E R E S T I N C O N S O L I D A T E D T R A N S - C A N A D A R E S O U R C E S L T D .

D u r i n g t h e y e a r e n d e d D e c e m b e r 3 1 , 1 9 8 8 , C o n s o l i d a t e d T r a n s C a n a d a

i s s u e d s h a r e s p u r s u a n t t o 3 r i g h t s o f f e r i n g . T h e C o m p a n y e x e r c i s e d

i t s r i g h t s a n d i n a d d i t i o n , t h e C o m p a n y a c q u i r e d a l l s h a r e s t h a t w e r e

n o t p u r c h a s e d b y o t h e r r i g h t s h o l d e r s . I n a g g r e g a t e , t h e C o m p a n y

a c q u i r e d 1 , 9 1 3 , 8 4 0 c o m m o n s h a r e s ( 1 1 . 7 % ) f o r a n e t c o n s i d e r a t i o n o f

$ 3 , 1 1 6 , 1 3 8 , b r i n g i n g i t s t o t a l o w n e r s h i p o f C o n s o l i d a t e d T r a n s C a n a d a

t o 4 , 1 3 9 , 5 5 9 c o m m o n s h a r e s ( 6 3 . 2 % ) . N e t a s s e t s a c q u i r e d a r e s u m -

m a r i z e d a s f o l l o w s :

 

R e v e n u e

L o s s

T o t a l E r i c k s o n

$ 2 7 , 6 0 4 , 4 3 1
 

$ 7 , 8 0 9 , 8 6 5

  

G e t t y E l i m i n a t i o n C o n s o l i d a t e d

$ 2 , 4 9 2 , 9 9 5 $ 0 , 7 5 4 , 0 7 8 ] $ 2 7 , 3 4 3 , 3 4 8

$ 1 , 7 6 0 , 4 8 7 $ 2 , 5 8 2 , 1 7 8 $ 1 2 , 1 5 2 , 5 3 0

C u r r e n t a s s e t s

O i l a n d g a s p r o p e r t i e s a n d e q u i p m e n t

O t h e r a s s e t s

C u r r e n t l i a b i l i t i e s

L o n g t e r m d e b t

D e f e r r e d p r o d u c t i o n i n c o m e

$ 4 6 9 , 0 3 3

3 , 1 2 0 , 1 6 8

7 9 , 8 1 4

3 , 6 6 9 , 0 1 5

2 4 2 , 3 4 6

2 1 6 , 4 5 0

9 4 , 0 8 1

5 5 2 , 8 7 7

$ 3 , 1 1 6 , 1 3 8  
 

  
T h e f o l l o w i n g t a b l e s e t s f o r t h c e r t a i n i n f o r m a t i o n c o n c e r n i n g t h e f i n a n c i a l p o s i t i o n o f T o t a l E r i c k s o n a n d G e t t y a s o f S e p t e m b e r 1 4 , 1 9 8 8 :

 

T o t a l a s s e t s

T o t a l l i a b i l i t i e s

M i n o r i t y i n t e r e s t s

S h a r e h o l d e r s e q u i t y

T o t a l E r i c k s o n

$ 1 7 4 , 0 5 8 , 7 4 4

$ 2 4 , 4 9 1 , 8 0 7

4 4 , 7 6 7 , 0 3 8

1 0 4 , 7 9 9 , 8 9 9

$ 1 7 4 , 0 5 8 , 7 4 4

  

G e t t y E l i m i n a t i o n C o n s o l i d a t e d

$ 6 1 , 0 5 7 , 6 4 7 $ 2 3 5 , 1 1 6 , 3 9 1

$ 4 9 5 , 8 9 6 - $ 2 4 , 9 8 7 , 7 0 3

4 4 , 7 6 7 , 0 3 8

6 0 , 5 6 1 , 7 5 1 1 6 5 , 3 6 1 , 6 5 0

$ 6 1 , 0 5 7 , 6 4 7 $ 2 3 5 , 1 1 6 , 3 9 1

A s d e s c r i b e d i n N o t e 4 , R a n c h m e n s a c q u i r e d a l l o f t h e i s s u e d a n d o u t s t a n d i n g s h a r e s o f C o n s o l i d a t e d T r a n s C a n a d a o n a s h a r e e x c h a n g e ,

t h e r e b y r e d u c i n g t h e C o m p a n y ' s e f f e c t i v e i n t e r e s t f r o m 6 3 . 2 % t o 5 6 . 4 % .

4 . A C Q U I S I T I O N O F R A N C H M E N S R E S O U R C E S L T D .

E f f e c t i v e J u n e 3 0 , 1 9 8 8 , t h e C o m p a n y t h r o u g h t h e c o n v e r s i o n o f

i t s d e b e n t u r e , a c q u i r e d 3 , 3 3 6 , 1 9 0 c o m m o n s h a r e s o f R a n c h m e n s

R e s o u r c e s L t d . [ R a n c h m e n s " ) , a c o m p a n y e n g a g e d i n o i l a n d g a s e x

p l o r a t i o n a n d p r o d u c t i o n . A s a r e s u l t o f t h i s a c q u i s i t i o n t h e C o m p a n y ' s

a g g r e g a t e h o l d i n g s i n R a n c h m e n s i n c r e a s e d t o 4 , 5 0 5 , 8 9 0 c o m m o n

s h a r e s ( 5 3 . 4 % ) . T h e C o m p a n y h a d p r e v i o u s l y h e l d a 2 3 . 5 % e q u i t y

i n t e r e s t i n t h e c o m m o n s h a r e s o f R a n c h m e n s w h i c h w a s a c c o u n t e d

f o r o n t h e e q u i t y b a s i s . T h e a c q u i s i t i o n h a s b e e n a c c o u n t e d f o r b y

t h e p u r c h a s e m e t h o d , a n d a c c o r d i n g l y , t h e c o n s o l i d a t e d s t a t e m e n t

o f o p e r a t i o n s i n c l u d e s t h e o p e r a t i n g r e s u l t s o f R a n c h m e n s f o r t h e

p e r i o d f r o m J u l y 1 , 1 9 8 8 t o D e c e m b e r 3 1 , 1 9 8 8 . C o n s i d e r a t i o n g i v e n

a n d n e t a s s e t s a c q u i r e d a r e s u m m a r i z e d a s f o l l o w s :

 

 
 

T h e n u m b e r o f o u t s t a n d i n g c o m m o n s h a r e s o f T o t a l E r i c k s o n a n d G e t t y o n t h e d a t e o f t h e a m a l g a m a t i o n a n d t h e b a s i s o f t h e i r c o n v e r s i o n i n t o

c o m m o n s h a r e s a r e a s f o l l o w s :

 

T o t a l E r i c k s o n

G e t t y

P r e - a m a l g a m a t i o n

c o m m o n s h a r e s

3 5 , 9 3 9 , 9 9 0

1 3 , 7 0 6 , 7 5 4

E x c h a n g e P o s t a m a l g a m a t i o n

r a t i o c o m m o n s h a r e s

. 3 5 7 1 2 , 8 3 0 , 5 7 6 4 8 . 3 %

1 . 0 0 0 1 3 , 7 0 6 , 7 5 4 5 1 . 7 %

2 6 , 5 3 7 , 3 3 0 1 0 0 . 0 %  
 

C o n s i d e r a t i o n g i v e n :

C a s h

C a r r y i n g v a l u e o f d e b e n t u r e s c o n v e r t e d t o c o m m o n s h a r e s

C a r r y i n g v a l u e o f R a n c h m e n s s h a r e s p r e v i o u s l y a c q u i r e d

N e t a s s e t s a c q u i r e d :

C u r r e n t a s s e t s

O i l a n d g a s p r o p e r t i e s a n d e q u i p m e n t

O t h e r a s s e t s

C u r r e n t l i a b i l i t i e s

D e f e r r e d r e v e n u e a n d t a x e s

M i n o r i t y i n t e r e s t

$ 4 , 9 5 0 , 0 0 0

3 5 , 6 8 3 , 2 1 5

4 0 , 6 3 3 , 2 1 5

( 1 , 9 1 3 , 9 8 7 )

$ 3 8 , 7 1 9 , 2 2 8

$ 5 , 6 0 9 , 7 5 9

8 7 , 2 5 7 , 1 3 3

1 , 0 9 2 , 1 0 5

9 3 , 9 5 8 , 9 9 7

4 , 0 3 5 , 5 6 8

3 , 9 0 9 , 7 7 5

4 7 , 2 9 4 , 4 2 6

5 5 , 2 3 9 , 7 6 9

$ 3 8 , 7 1 9 , 2 2 8  
 

o » ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) » ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) » ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) 9 ) ) » ) ) ) ) ) ) ) ) ) ) ) ) ) > ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) > ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) }

 



T h e p u r c h a s e p r i c e o f t h e C o m p a n y ' s i n t e r e s t e x c e e d
e d t h e n e t

b o o k v a l u e o f t h e a s s e t s a c q u i r e d b y $ 9 , 1 6 6 , 9 0 3 . T h i s
e x c e s s h a s b e e n

a l l o c a t e d t o o i l a n d g a s p r o p e r t i e s a n d i s b e i n g a m o
r t i z e d o n t h e u n i t

o f p r o d u c t i o n b a s i s .

O n J a n u a r y 1 6 , 1 9 8 9 , t h e C o m p a n y ' s s u b s i d i a r y , R
a n c h m e n ' s

 

) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) 3 3 \ ) \ \ \ \ \ \ \ \ \ \ \ \ \ \ \ \ \ \ \ \
\ \ \ \ \ \ \ \ \ \ \ \ \ \ " . . - . . - . . _ . . _ . . . .

> ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) )
) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) )

) ) ) ) ) ) ) ) ) ) ) ) ) ) > ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) > ) ) ) ) ) ) ) ) ) ) ) ) ) ) )
) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) )

) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) > ) ) ) ) ) )

R a n c h m e n ' s t o 5 , 6 9 5 , 3 6 4 c o m m o n s h a r e s ( 5 3 . 9 % ) .
.

E f f e c t i v e S e p t e m b e r 3 0 , 1 9 8 9 , R a n c h m e n s a c q u
i r e d a l l o f t h e

o u t s t a n d i n g s h a r e s o f C o n s o l i d a t e d T r a n s C a
n a d a R e s o u r c e s L t d .

( C o n s o l i d a t e d T r a n s C a n a d a ) , a 6 3 . 2 % o w n e d
s u b s i d i a r y o f t h e C o m

p a n y , w i t h a l l s h a r e s o f C o n s o l i d a t e d T r a n s C a n a
d a b e i n g e x c h a n g e d

f o r s h a r e s o f R a n c h m e n ' s . T h e C o m p a n y s i n t
e r e s t i n R a n c h m e n s

 

 

 

8 . C A P I T A L S T O C K

( a ) A u t h o r i z e d S h a r e C a p i t a l
T h e C o m p a n y i s a u t h o r i z e d t o i s s u e a n u n l i m i t e d n u m b e r o f c o m m o n a n d p r e f e r r e d s h a r e s w i t h o u t p a r v a l u e .

( b ) T h e C o m p a n y h a s i s s u e d c o m m o n s h a r e s t o D e c e m b e r 3 1 , 1 9 8 9 a s f o l l o w s :

 

 

  

 
 
 

   

R e s o u r c e s L t d . ( R a n c h m e n s ) i s s u e d s h a r e s p u
r s u a n t t o a r i g h t s

o f f e r i n g T h e C o m p a n y e x e r c i s e d i t s r i g h t s a n d , i
n a d d i t i o n , a c q u i r e d i n c r e a s e d b y 2 . 5 % t o 5 6 . 4 % b r i n g i n g i t s t o t a l o w n e r

s h i p o f R a n c h m e n s

a l l s h a r e s t h a t w e r e n o t p u r c h a s e d b y o t h e r r i g h t s h o
l d e r s . I n t o 8 , 5 5 6 , 7 6 6 C o m m o n S h a r e s , a n d i n C o n s o l i d a t e d T r a n

s C a n a d a
S h a r e s A

a g g r e g a t e , t h e C o m p a n y a c q u i r e d 1 , 1 8 9 , 4 7 4 c o m m
o n s h a r e s ( 0 5 % ) d e c r e a s e d b y 6 . 8 % t o 5 6 . 4 % . T h e t r a n s a c t i o n w a s r

e c o r d e d a t c a r r y i n g B a l a n c e a s a t D e c e m b e r 3 1 1 9 8 7
_ m o u n t

f o r n e t c o n s i d e r a t i o n o f $ 5 , 0 5 3 , 2 6 5 b r i n g i n g i t s t o
t a l o w n e r s h i p o f v a l u e a n d a c c o r d i n g l y r e s u l t e d i n n o g a i n o r l o s s .

_
2 2 , 0 6 8 , 3 0 0 $ 1 5 1 , 7 4 5 , 0 1 3

I s s u e d d u r i n g t h e y e a r :

5 ' P R O P E R T Y , P L A N T A N D E Q U I P M E N T
O n c o n v e r 3 1 0 n o f c o n v e r t i b l e d e b e n t u r e

2 3 8 , 7 4 3 2 5 7 5 0 0 0

O n i s s u e o f f l o w - t h r o u g h s h a r e s ( n e t o f p r e m i u m ) 8 8 6 0 3 1 7 , 0 1 9 , 0 8 4

O n e x e r c i s e o f s h a r e p u r c h a s e w a r r a n t s 3 0 1 7 , 6 9 7 1 8 1 0 5 7 9

1 9 8 9 _ 1 9 8 L / O n e x e r c i s e o f e m p l o y e e s s h a r e o p t i o n s 5 7 3 , 7 1 4 3 , 0 9 5 , 9
,

. . , 3 8 8

C o s t N e t B o o k C o s t N e t B o o k O n e x e r C I S e o f s h a r e p u r c h a s e r i g h t s 6 8 6 3 6 7 7 6 7

V a l u e V a l u e

' _ '

S . . 2 6 , 7 9 1 , 3 4 8 $ 1 8 2 , 7 0 8 , 0 5 1

M i n e p l a n t a n d e q u i p m e n t $ 1 5 , 4 9 4 , 1 1 5 $ 8 , 4 2 2 , 1 0 6 $ 1 6 , 8 6 4 , 8 2 7 $ 9 , 6 7 9 , 3 1 9 F P ' U S l e s u l l ' n g f r o m a m a l g a m a t i o n
_ 2 5 8 2 1 7 8

M i n e r a l p r o p e r t i e s a n d d e v e l o p m e n t 4 5 , 7 7 2 , 6 1 7 3 7 , 0 1 9 , 3 4 5 4 2 , 5 0 5 , 8 5 1 3 8 , 2 1 0 , 2 4 1 I S S U B d s u b s e q u e n t t o t h e y e a r e n d f o r f I O W t t h U Q h e x p e n d i t u r e s m a d e d u r i
n g 1 9 8 8 1 8 3 1 8 7 1 , 5 7 8 , 0 4 5

O i l a n d g a s p l a n t a n d e q u i p m e n t 4 6 , 4 6 9 , 0 2 7 2 4 , 9 8 7 , 0 6 9 4 1 , 3 5 0 , 2 4 4 2 3 , 2 2 9 , 8 2 9 B a l a n c e a s a t D e c e m b e r 3 1 1 9 8 8
, .

. .

2 6 , 9 7 4 , 5 3 5

0 1 1 a n d g a s p r o p e r t i e s a n d d e v e l o p m e n t 1 9 6 , 5 3 9 , 3 8 1 9 8 , 1 9 3 , 2 3 3 1 8 4 , 1 7 3 , 9 9 5 9 6 , 2 9 6 , 8 7 4 I s s u e d d u r i n g t h e y e a r :
$ 1 8 6 . 8 6 8 . 2 7 4

$ 3 0 4 , 2 7 5 , 1 4 0 $ 1 6 8 , 6 2 1 , 7 5 3 $ 2 8 4 , 8 9 4 , 9 1 7 $ 1 6 7 , 4 1 6 , 2 6 3 R E d U C t h 0 e ' l m l n a l l o n 0 f d e l l c ( O l e 8 < 0 9 ( 5 2 7 0 6 5 6 5 )
.

_ , ,

O n i s s u e o f f l o w t h r o u g h s h a r e s ( n e t o f p r e m i u m ) 2 3 8 2 6 4 6 7 9 2 0 9 7 4

O n i s s u e f o r i n t e r e s t i n m i n e r a l p r o p e r t y 2 0 0 , 0 0 0 1 5 1 0 , 0 0 0

6 _ B A N K I N D E B T E D N E S S
_ ' B a l a n c e a s a t D e c e m b e r 3 1 , 1 9 8 9

T h e C o m p a n y h a s a n u n u t i l i z e d l i n e o f c r e d i t i
n t h e a m o u n t o f a m o u n t o f $ 2 5 , 0 0 0 , 0 0 0 w i t h i n t e r e s t a t t h e l e n d e r s p

r i m e r a t e , s e c u r e d

m $ 1 4 2 , 5 9 2 , 6 8 3

$ 2 0 , 0 0 0 , 0 0 0 w i t h i n t e r e s t a t t h e l e n d e r s p r i m e r a t e , s e c u r e d b y a f i r s t b y a g e n e r a l a s s i g n m e n t o f d e b t s , a n a s s i g n m e n t o f c e r t a i n o i l a n d
T h e n u m b e r 0 f s h a r e s a n d a m o u n t 0 f s h a r e c a p i t a l a t D e c e m b e r 3 1 1 9 8 7 a r e c a

l c u l a t e d a s s u m i n g t h e S h a r e c o n ' '

f l o a t i n g c h a r g e o v e r t h e a s s e t s o f T o t a l E r i c k s o n . g a s p r o p e r t i e s a n d p r o d u c t i o n r e v e n u e s , a n d a n u n d e r t a k i n g t o p r o
a m a l g a m a t i o n w a s a p p l i e d t o t h e a c t u a l a m o u n t s r e p o r t e d e a c h y e a r b y t

h e C o m a n a n d T t | E k v e r S I O n r a m 0

R a n c h m e n ' s h a s a r r a n g e d a n u n u t i l i z e d l i n e o f c r e d i t i n t
h e v i d e t h e a s s i g n m e n t o f f u r t h e r o i l a n d g a s p r o p e r t i e s .

p y 0 a n o s o n .

 

( c ) E l i m i n a t i o n o f A c c u m u l a t e d D e f i c i t

7 . C O N V E R T I B L E D E B E N T U R E S j o n M a y 4 , l 9 8 9 . t h e S h a r e h o l d e r s o f t h e C o m p a n y a p p r o v e d e l i m i n a t i o n o f t h e d e f i c i t o f $ 5 2 , 7 0 6 , 5 6 5 a t D e c e m b e r 3 1 , 1 9 8 8 b y a c o r r e s p o n d
i n g

 

    

 

 

  

   
 

  

r e d u c t i o n o f c a p i t a l s t o c k .

1 9 8 9 1 9 8 8

. . .
d

8 % F l o a t i n g c h a r g e c o n v e r t i b l e S i n k i n g f u n d d e b e n t u r e s , d u e
J u l y , 1 9 9 0 ,

( ) C o m m o n s h a r e s a r e r e s e r v e d a s f O H O W S a t D e c e m b e r
3 1 , 1 9 8 9 :

c o n v e r t i b l e i n t o c o m m o n s h a r e s a t $ 1 4 . 0 0 .
$ 3 , 8 3 7 , 0 0 0 $ 3 , 8 3 7 , 0 0 0

L e s s :
F o r i s s u e u n d e r e m p l o y e e s t o c k o p t i o n s a t :

S i n k i n g f u n d p r o v i s i o n
3 3 2 5 . 4 0 3 2 4 4 5 1 9 9 0 $ 2 . 7 5 p e r s h a r e

R e l a t e d d e f e r r e d f i n a n c i n g c h a r g e s
3 3 , 6 4 5 9 1 , 3 2 3 $ 2 . 8 0 p e r s h a r e

9 . 0 0 0

3
2 6 8 , 8 0 0

$ 4 7 7 , 9 4 7 $ 1 , 2 9 9 , 6 8 7 $ 1 0 p e r s h a r e
4 5 0 0

L e s s c u r r e n t p o r t i o n i n c l u d e d i n c u r r e n t l i a b i l i t i e s
( 4 7 7 , 9 4 7 ) $ 3 5 0 p e r s h a r e

6 9 0 0 0

$ 5 . 2 5 p e r s h a r e
'

$ - $ 1 2 9 9 . 6 8 7 .
4 7 , 9 2 8

_ _ _ _ F o r i s s u e u n d e r o t h e r s t o c k o p t i o n s a t $ 5 . 2 5 p e r s h a r e
1 4 2 8 0

F o r i s s u e u p o n c o n v e r s i o n o f c o n v e r t i b l e d e b e n t u r e ( n o t e 7 )
2 7 4 , 0 7 1

6 8 7 , 5 7 9  
 

T h e e m p l o y e e s t o c k o p t i o n s a r e e x e r c i s a b l e a s t o 3 3 1 / 3 % i n e a c h y e a r o n a c u m u l a t i v e b a s i s . O t h e r s t o c k o p t i o n s e x p i r e A u g u s t 1 1 9 9 0



0 ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ; )

9 . I N C O M E T A X E S

T h e C o m p a n y s i n c o m e t a x p r o v i s i o n i s d e t e r m i n e d a s f o l l o w s :

) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) "
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1 9 8 9 1 9 8 8

L o s s b e f o r e i n c o m e t a x e s $ ( 2 3 , 1 6 0 , 0 1 4 ) $ 6 3 , 6 1 8 , 5 8 3 )
N o n d e d u c t i b l e d e p l e t i o n a n d p r o p e r t y w r i t e d o w n s 8 , 4 6 8 , 5 2 2 2 7 , 2 7 2 , 5 0 7

L o s s e s n o t t a x e f f e c t e d 1 6 , 1 8 2 , 8 5 5 1 2 , 0 1 4 , 0 7 5

R e c o v e r y o n a p p l i c a t i o n o f p r i o r y e a r s l o s s e s ( 3 , 0 4 8 , 6 1 9 )

S h a r e o f l o s s o f R a n c h m e n s R e s o u r c e s L t d . 1 6 3 , 6 3 1

O t h e r 9 8 5 , 8 7 6 3 5 3 , 8 0 4

L o s s s u b j e c t t o t a x a t i o n ( 5 7 1 , 3 8 0 ) $ ( 1 3 , 8 1 4 , 5 6 6 )
E f f e c t i v e i n c o m e t a x r a t e 4 2 . 8 % 4 6 . 5 %

I n c o m e t a x r e c o v e r y 2 4 4 , 5 5 1 $ 6 , 4 2 3 , 7 7 3

T h e e f f e c t i v e i n c o m e t a x r a t e i s d e t e r m i n e d a s f o l l o w s :

F e d e r a l s t a t u t o r y r a t e 2 8 . 8 % 3 2 . 5 %

P r o v i n c i a l s t a t u t o r y r a t e 1 4 . 0 % 1 4 . 0 %

4 2 . 8 % 4 6 . 5 %

T h e C o m p a n y h a s a c c u m u l a t e d t h e f o l l o w i n g l o s s e s w h i c h h a v e n o t b e e n t a x e f f e c t e d i n t h e a c c o u n t s :

T o t a l

E n e r g o l d

C o r p o r a t i o n R a n c h m e n s

a n d M i n i n g R e s o u r c e s

S u b s i d i a r i e s L t d .

L o s s e s c a r r i e d f o r w a r d f o r i n c o m e t a x p u r p o s e s a v a i l a b l e u n t i l :

1 9 9 6 $ 3 , 2 5 0 , 0 0 0 $
1 9 9 5 7 , 8 0 0 , 0 0 0
1 9 9 1 1 9 9 4 3 , 1 5 0 , 0 0 0 1 9 , 0 0 0 , 0 0 0

1 4 , 2 0 0 , 0 0 0 1 9 , 0 0 0 , 0 0 0

E x c e s s o f a m o u n t s d e d u c t e d f o r b o o k p u r p o s e s o v e r a m o u n t s d e d u c t e d f o r i n c o m e t a x p u r p o s e s 2 7 , 0 0 0 , 0 0 0 1 1 , 0 0 0 , 0 0 0

$ 4 1 , 2 0 0 , 0 0 0 $ 3 0 , 0 0 0 , 0 0 0

 

T h e b e n e f i t o f t h e s e l o s s e s w i l l b e r e c o r d e d i n f u t u r e y e a r s a s t h e y a r e u t i l i z e d t o r e d u c e i n c o m e t a x e s i n t h o s e y e a r s a t t h e t a x r a t e a p p l i c a b l e .
I n c l u d e d i n t h e b o o k v a l u e o f m i n e r a l p r o p e r t i e s a n d d e v e l o p m e n t i s a n a m o u n t o f $ 1 6 , 1 0 0 , 0 0 0 r e l a t i n g t o f l o w t h r o u g h s h a r e s

w h i c h i s n o t d e d u c t i b l e f o r i n c o m e t a x p u r p o s e s .   

 

1 0 . C O M M I T M E N T S A N D C O N T I N G E N T L I A B I L I T I E S

( a ) T h e C o m p a n y a n d i t s s u b s i d i a r i e s h a v e c o m m i t m e n t s r e l a t i n g t o

v a r i o u s o p t i o n a g r e e m e n t s t o a c q u i r e o r e a r n i n t e r e s t s i n c e r t a i n

m i n e r a l c l a i m s . T h e s e a g r e e m e n t s g e n e r a l l y r e q u i r e p e r i o d i c c a s h

p a y m e n t s o r o t h e r c o n s i d e r a t i o n t o m a i n t a i n t h e o p t i o n s a n d p r o v i d e

f o r f u r t h e r p a y m e n t s b a s e d o n p r o d u c t i o n s h o u l d t h e p r o p e r t i e s b e

d e v e l o p e d T h e a g r e e m e n t s a l s o p r o v i d e f o r c a n c e l l a t i o n o f t h e o p t i o n s

i n t h e e v e n t o f d e f a u l t i n p a y m e n t s o r o n t h i r t y d a y s n o t i c e b y t h e

o p t i o n e e . A t D e c e m b e r 3 1 , 1 9 8 9 , t h e C o m p a n y h a d m i n i m u m a n n u a l

p a y m e n t s u n d e r a g r e e m e n t s o f a p p r o x i m a t e l y $ 7 0 0 , 0 0 0 .

( b ) C u s a c I n d u s t r i e s L t d . ( C u s a c " ) h a s d i s p u t e d t h e a m o u n t t o

w h i c h i t i s e n t i t l e d , c l a i m i n g a 1 0 0 % i n t e r e s t i n t h e f i r s t 1 2 , 0 0 0 t o n s o f

o r e m i l l e d , u n d e r t h e i r i n t e r p r e t a t i o n o f a n a g r e e m e n t f o r d e v e l o p m e n t

1 1 . R E L A T E D P A R T Y T R A N S A C T I O N S

o f a p r o p e r t y . T h e C o m p a n y b e l i e v e s t h a t C u s a c i s e n t i t l e d t o o n l y 4 0 %

o f t h e n e t p r o f i t s a n d h a s e n g a g e d l e g a l c o u n s e l t o d e f e n d i t s p o s i t i o n .

O n N o v e m b e r 1 8 , 1 9 8 8 t h e S u p r e m e C o u r t o f t h e P r o v i n c e o f

B r i t i s h C o l u m b i a r u l e d a g a i n s t t h e C o m p a n y a n d a $ 2 , 8 0 0 , 0 0 0 j u d g e

m e n t w a s a w a r d e d t o C u s a c . T h e C o m p a n y h a s f i l e d a N o t i c e o f A p p e a l

a n d i n t e n d s t o v i g o r o u s l y d e f e n d i t s p o s i t i o n . B y a g r e e m e n t w i t h

C u s a c , t h e C o m p a n y a d v a n c e d $ 1 , 3 0 0 , 0 0 0 t o C u s a c w h i c h w i l l b e

r e t u r n e d t o t h e C o m p a n y , w i t h i n t e r e s t , i f t h e C o m p a n y i s s u c c e s s f u l

a t t h e a p p e a l h e a r i n g s c h e d u l e d f o r M a r c h 1 9 9 0 .

I n v i e w o f t h e n a t u r e o f t h e a d v a n c e a n d t h e a r g u m e n t s s u p

p o r t i n g i t s d e f e n c e o f t h e l a w s u i t , t h e C o m p a n y h a s c l a s s i f i e d t h e

a d v a n c e a s m i n e r a l p r o p e r t i e s a n d d e v e l o p m e n t .

I n c l u d e d i n g e n e r a l a n d a d m i n i s t r a t i o n e x p e n s e s i s a f e e p a i d t o t h e c o n t r o l l i n g s h a r e h o l d e r o f t h e C o m p a n y o f $ 6 0 0 , 0 0 0 ( 1 9 8 8 $ 4 0 0 , 0 0 0 ) f o r

s e r v i c e s r e n d e r e d a n d c o s t s i n c u r r e d .

1 2 . S E G M E N T E D I N F O R M A T I O N

T h e C o m p a n y a n d i t s s u b s i d i a r i e s o p e r a t e p r e d o m i n a n t l y i n t h e m i n i n g a n d o i l a n d g a s i n d u s t r i e s i n C a n a d a T h e m a j o r p r o d u c t s p r o d u c e d a r e

g o l d , s i l v e r , o i l a n d n a t u r a l g a s .

 

( a ) Y e a r e n d e d D e c e m b e r 3 1 , 1 9 8 9

O p e r a t i n g e a r n i n g s

D e p r e c i a t i o n , d e p l e t i o n a n d a m o r t i z a t i o n

O t h e r

S e g m e n t o p e r a t i n g i n c o m e ( l o s s )

I n v e s t m e n t a n d o t h e r i n c o m e

G e n e r a l a n d a d m i n i s t r a t i v e e x p e n s e s

I n t e r e s t

O t h e r

I n c o m e t a x e s

L o s s f o r t h e y e a r

C a p i t a l e x p e n d i t u r e s

C u r r e n t a s s e t s

P r o p e r t y , p l a n t a n d e q u i p m e n t

I n v e s t m e n t s

T o t a l a s s e t s

M i n i n g O i l a n d G a s T o t a l

$ $ 2 1 , 8 3 6 , 1 2 4 $ 2 1 , 8 3 6 , 1 2 4

( 5 8 8 , 2 3 4 ) ( 1 3 , 8 3 0 , 5 6 8 ) ( 1 4 , 4 1 8 , 8 0 2 )

( 2 , 3 6 2 , 2 6 5 ) ( 3 , 0 7 1 , 8 0 6 ) ( 5 , 4 3 4 , 0 7 1 )

$ ( 2 , 9 5 0 , 4 9 9 ) $ 4 , 9 3 3 , 7 5 0 1 , 9 8 3 , 2 5 1

3 , 1 1 0 , 5 5 3

( 9 , 0 4 6 , 1 2 4 )

( 8 3 5 , 4 3 3 )

( 1 8 , 3 7 2 , 2 6 1 )

2 4 4 , 5 5 1

$ ( 2 2 , 9 1 5 , 4 6 3 )

$ 1 5 , 0 7 3 , 3 1 2 $ 1 7 , 4 8 4 , 1 6 9 $ 3 2 , 5 5 7 , 4 8 1

$ 1 3 , 8 9 8 , 9 4 4 3 5 9 , 7 4 8 , 0 3 8 $ 2 3 , 6 4 6 , 9 8 2

4 5 , 4 4 1 , 4 5 1 1 2 3 , 1 8 0 , 3 0 2 1 6 8 , 6 2 1 , 7 5 3

2 , 4 1 9 , 9 4 6 2 , 4 1 9 , 9 4 6

$ 6 1 , 7 6 0 , 3 4 1 $ 1 3 2 , 9 2 8 , 3 4 0 $ 1 9 4 , 6 8 8 , 6 8 1
   
  



 

 

( b ) Y e a r e n d e d D e c e m b e r 3 1 , 1 9 8 8

O p e r a t i n g e a r n i n g s

D e p r e c i a t i o n , d e p l e t i o n a n d a m o r t i z a t i o n

O t h e r

S e g m e n t o p e r a t i n g i n c o m e ( l o s s )

I n v e s t m e n t a n d o t h e r i n c o m e

G e n e r a l a n d a d m i n i s t r a t i v e e x p e n s e s

I n t e r e s t

O t h e r

I n c o m e t a x e s

L o s s f o r t h e y e a r

C a p i t a l e x p e n d i t u r e s

C u r r e n t a s s e t s

P r o p e r t y , p l a n t a n d e q u i p m e n t

I n v e s t m e n t s

T o t a l a s s e t s

M i n i n g O i l a n d G a s T o t a l

$ ( 1 , 6 8 0 , 8 4 7 ) $ 1 0 , 1 8 0 , 6 0 5 $ 8 , 4 9 9 , 7 5 8

( 7 , 7 6 1 , 2 9 5 ) ( 8 , 7 1 5 , 4 1 7 ) ( 1 6 , 4 7 6 , 7 1 2 )

( 2 , 2 0 5 , 1 1 9 ) ( 9 8 2 , 2 9 4 ) ( 3 , 1 8 7 , 4 1 3 )

$ 0 1 , 6 4 7 , 2 6 1 ) $ 4 8 2 , 8 9 4 ( 1 1 , 1 6 4 , 3 6 7 )

6 , 1 8 7 , 5 5 2

( 8 , 6 6 2 , 0 6 1 )

( 1 , 2 5 5 , 6 8 8 )

( 3 8 , 7 2 4 , 0 1 9 )

6 , 4 2 3 , 7 7 3

$ ( 4 7 , 1 9 4 , 8 1 0 )

$ 1 6 , 0 3 5 , 7 0 2 $ 7 , 7 7 6 , 2 3 3 $ 2 3 , 8 1 1 , 9 3 5

$ 2 9 , 7 1 8 , 3 7 3 $ 8 , 2 1 8 , 1 5 1 $ 3 7 , 9 3 6 , 5 2 4

4 7 , 8 8 9 , 5 6 0 1 1 9 , 5 2 6 , 7 0 3 1 6 7 , 4 1 6 , 2 6 3

4 , 6 6 8 , 7 8 8 4 , 6 6 8 , 7 8 8

$ 8 2 , 2 7 6 , 7 2 1 $ 1 2 7 , 7 4 4 , 8 5 4 $ 2 1 0 , 0 2 1 , 5 7 5  
 

1 3 . S U B S E Q U E N T E V E N T S

( a ) O n F e b r u a r y 1 1 1 , 1 9 9 0 , t h e C o m p a n y e n t e r e d i n t o a n a g r e e m e n t

w i t h C M P 1 9 9 0 R e s o u r c e P a r t n e r s h i p a n d C o m p a n y , L i m i t e d ( C M P " )

f o r t h e p r i v a t e p l a c e m e n t o f f l o w t h r o u g h c o m m o n s h a r e s . U n d e r

t h e a g r e e m e n t , t h e C o m p a n y , w i l l e x p e n d u p t o $ 1 0 . 0 m i l l i o n i n

C a n a d i a n e x p l o r a t i o n e x p e n d i t u r e s , $ 7 . 0 m i l l i o n o f w h i c h C M P h a s

a g r e e d t o f i n a n c e i n r e t u r n f o r f l o w t h r o u g h s h a r e s , i s s u e d a t

a p r e m i u m t o c u r r e n t m a r k e t p r i c e s , w i t h t h e r e m a i n i n g $ 3 . 0 m i l l i o n

t o b e f i n a n c e d b y g r a n t s a v a i l a b l e u n d e r t h e C a n a d i a n E x p l o r a t i o n

I n c e n t i v e P r o g r a m . T h e a g r e e m e n t i s s u b j e c t t o r e g u l a t o r y a n d

b o a r d a p p r o v a l s .

( b ) O n F e b r u a r y 1 5 , 1 9 9 0 , t h e C o m p a n y e n t e r e d i n t o a n a g r e e m e n t w i t h

i t s c o n t r o l l i n g s h a r e h o l d e r f o r a p r i v a t e p l a c e m e n t o f 4 , 3 9 4 , 3 9 7

c o m m o n s h a r e s f o r a n a g g r e g a t e p r i c e o f U S . $ 1 0 . 0 m i l l i o n , t h e

p r o c e e d s o f w h i c h a r e t o b e u s e d t o a c q u i r e , f r o m a n o t h e r a f f i l i a t e ,

1 2 1 / 2 % i n t e r e s t i n V e n t u r e s T r i d e n t l | L P , a l i m i t e d p a r t n e r s h i p w h i c h

h o l d s s h a r e p o s i t i o n s i n a n u m b e r o f j u n i o r g o l d m i n i n g c o m p a n i e s . T h e

a g r e e m e n t i s s u b j e c t t o r e g u l a t o r y a n d b o a r d a p p r o v a l s .

( c ) O n F e b r u a r y 2 3 , 1 9 9 0 , t h e C o m p a n y e n t e r e d i n t o a n a g r e e m e n t

t o a c q u i r e b y p r i v a t e p l a c e m e n t 6 . 0 m i l l i o n t r e a s u r y s h a r e s o f P l e x u s

R e s o u r c e s C o r p o r a t i o n a t $ 3 . 0 0 p e r s h a r e . T h e s u b s c r i p t i o n p r i c e i s

p a y a b l e b y $ 2 . 7 5 p e r s h a r e i n c a s h a n d $ 0 . 2 5 p e r s h a r e b y t h e

t r a n s f e r t o P l e x u s o f T O T A L E n e r g o l d ' s w h o l l y o w n e d e x p l o r a t i o n

s u b s i d i a r y , S o v e r e i g n E x p l o r a t i o n s , I n c . P l e x u s R e s o u r c e s C o r p o r a t i o n

i s a c o m p a n y e n g a g e d i n m i n e r a l e x p l o r a t i o n a n d d e v e l o p m e n t i n

t h e U n i t e d S t a t e s . T h e a c q u i s i t i o n w o u l d r e p r e s e n t a p p r o x i m a t e l y

5 1 % o f t h e o u t s t a n d i n g s h a r e s o f P l e x u s . T h e a g r e e m e n t i s s u b j e c t

t o t h e s a t i s f a c t i o n o f c e r t a i n c o n d i t i o n s i n c l u d i n g r e g u l a t o r y a n d

b o a r d a p p r o v a l s .

A u d i t o r s R e p o r t

T o t h e S h a r e h o l d e r s o f T O T A L E n e r g o l d C o r p o r a t i o n

W e h a v e e x a m i n e d t h e c o n s o l i d a t e d b a l a n c e s h e e t s o f T O T A L E n e r g o l d

C o r p o r a t i o n a s a t D e c e m b e r 3 1 , 1 9 8 9 a n d 1 9 8 8 a n d t h e c o n s o l i d a t e d

s t a t e m e n t s o f o p e r a t i o n s a n d d e f i c i t a n d c h a n g e s i n f i n a n c i a l p o s i t i o n

f o r t h e y e a r s t h e n e n d e d . O u r e x a m i n a t i o n s w e r e m a d e i n a c c o r d a n c e

w i t h g e n e r a l l y a c c e p t e d a u d i t i n g s t a n d a r d s , a n d a c c o r d i n g l y i n c l u d e d

s u c h t e s t s a n d o t h e r p r o c e d u r e s a s w e c o n s i d e r e d n e c e s s a r y i n

t h e c i r c u m s t a n c e s .

I n o u r o p i n i o n , t h e s e c o n s o l i d a t e d f i n a n c i a l s t a t e m e n t s p r e s e n t

f a i r l y t h e f i n a n c i a l p o s i t i o n o f t h e C o m p a n y a s a t D e c e m b e r 3 1 , 1 9 8 9 a n d

> ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) , ) » ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) )
) ) ) ) ) ) ) ) ) ) ) ) )

T O T A L E N E R G O L D C O R P O R A T I O N

1 9 8 8 a n d t h e r e s u l t s o f i t s o p e r a t i o n s a n d t h e c h a n g e s i n i t s f i n a n c i a l

p o s i t i o n f o r t h e y e a r s t h e n e n d e d i n a c c o r d a n c e w i t h g e n e r a l l y

a c c e p t e d a c c o u n t i n g p r i n c i p l e s a p p l i e d o n a c o n s i s t e n t b a s i s .

a W J / u m
C h a r t e r e d A c c o u n t a n t s

V a n c o u v e r , C a n a d a

F e b r u a r y 9 , 1 9 9 0

( M a r c h 2 , 1 9 9 0 a s t o N o t e 1 3 )

i
l

l
l



 

D » ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) » » ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) )

S u m m a r y o f O i l a n d G a s A c t i v i t i e s T O T A L E N E R G O L D C O R P O R A T I O N

T h e f o l l o w i n g u n a u d i t e d s u p p l e m e n t a r y i n f o r m a t i o n i s d i s c l o s e d i n a c c o r d a n c e w i t h t h e S t a t e m e n t o f F i n a n c i a l A c c o u n t i n g S t a n d a r d s N o . 6 9 .

R e s u l t s o f o p e r a t i o n s f o r o i l a n d g a s p r o d u c i n g a c t i v i t i e s ( i n t h o u s a n d s ) :

E s t i m a t e d C a n a d i a n n e t q u a n t i t i e s a f t e r r o y a l t i e s o f p r o v e n o i l a n d g a s r e s e r v e s :

 

 

 

 

 

  
 

 

 

 

 

 

( T h o u s a n d s o f B a r r e l s )
 

C r u d e O i l a n d N a t u r a l G a s L i q u i d s

 

 

 

P r o v e n r e s e r v e s a t D e c e m b e r 3 1 , 1 9 8 6 7 , 9 7 7

A c q u i s i t i o n s

R e v i s i o n s o f p r e v i o u s e s t i m a t e s 8 4 5

E x t e n s i o n s , d i s c o v e r i e s a n d o t h e r a d d i t i o n s 1 , 1 0 9

P r o d u c t i o n ( 1 , 0 7 4 )

P r o v e n r e s e r v e s a t D e c e m b e r 3 1 , 1 9 8 7 8 , 8 5 7

A c q u i s i t i o n s 2 7 1

R e v i s i o n s o f p r e v i o u s e s t i m a t e s ( 4 1 6 )

E x t e n s i o n s , d i s c o v e r i e s a n d o t h e r a d d i t i o n s 1 , 4 5 3

P r o d u c t i o n ( 1 , 1 6 6 )

P r o v e n r e s e r v e s a t D e c e m b e r 3 1 , 1 9 8 8 8 , 9 9 9

A c q u i s i t i o n s 2 5

R e v i s i o n s o f p r e v i o u s e s t i m a t e s 4 3 1

E x t e n s i o n s , d i s c o v e r i e s a n d o t h e r a d d i t i o n s 7 7 7

P r o d u c t i o n ( 1 , 3 4 0 )

P r o v e n r e s e r v e s a t D e c e m b e r 3 1 , 1 9 8 9 8 , 8 9 2
 

 

 

 
 

 

 

 

 

1 9 8 9 1 9 8 8 1 9 8 7

N e t p r o d u c t i o n r e v e n u e 5 3 2 , 3 8 8 $ 2 5 , 8 8 5 $ 3 0 , 5 3 3

P r o d u c t i o n e x p e n s e s ( 1 0 , 5 5 2 ) ( 8 , 9 1 7 ) ( 9 , 8 7 8 )

D e p l e t i o n a n d d e p r e c i a t i o n ( 1 2 , 9 2 6 ) ( 1 1 , 4 0 3 ) ( 1 2 , 6 5 1 )

8 , 9 1 0 5 , 5 6 5 8 , 0 0 4

I n c o m e t a x 7 6 4 6 8 ( 1 6 4 )

R e s u l t s o f o p e r a t i o n s S 8 , 9 8 6 $ 6 , 0 3 3 $ 7 , 8 4 0

C o s t s i n c u r r e d i n o i l a n d g a s p r o p e r t y a c q u i s i t i o n , e x p l o r a t i o n a n d d e v e l o p m e n t a c t i v i t i e s ( i n t h o u s a n d s ) :

1 9 8 9 1 9 8 8 1 9 8 7

L a n d A c q u i s i t i o n a n d L e a s e R e n t a l s $ 1 , 8 7 2 $ 3 , 0 9 8 $ 1 , 0 6 7

E x p l o r a t i o n 6 , 0 2 0 6 , 4 5 5 3 , 1 2 8

D e v e l o p m e n t 8 , 6 8 6 9 , 5 6 2 9 , 2 0 3

P r o p e r t y A c q u i s i t i o n s 1 , 3 8 0 1 , 1 4 3 1 6 7

O v e r h e a d C a p i t a l i z e d 6 2 5 4 9 0 4 8 0

1 8 , 5 8 3 2 0 , 7 4 8 1 4 , 0 4 5

L e s s : I n c e n t i v e s ( 5 3 2 ) ( 3 , 1 9 5 ) ( 2 , 0 4 9 )

T o t a l $ 1 8 , 0 5 1 $ 1 7 , 5 5 3 $ 1 1 , 9 9 6

C a p i t a l i z e d c o s t s a t D e c e m b e r 3 1 r e l a t e d t o t h e C o m p a n y ' s o i l a n d g a s a c t i v i t i e s ( i n t h o u s a n d s ) :

1 9 8 9 1 9 8 8

P r o v e d p r o p e r t i e s $ 2 2 0 , 4 6 0 $ 2 0 3 , 3 6 5

U n p r o v e d p r o p e r t i e s 9 , 9 5 2 9 , 0 0 5

T o t a l c a p i t a l i z e d c o s t s 2 3 0 , 4 1 2 2 1 2 , 3 7 0

A c c u m u l a t e d d e p r e c i a t i o n , d e p l e t i o n a n d a m o r t i z a t i o n ( 1 1 7 , 6 3 6 ) ( 1 0 5 , 0 5 4 )

N e t c a p i t a l i z e d c o s t s $ 1 1 2 , 7 7 6 $ 1 0 7 , 3 1 6
  
 

( M i l l i o n s o f C u b i c F e e t )
 

N a t u r a l G a s

 

 

 

P r o v e n r e s e r v e s a t D e c e m b e r 3 1 , 1 9 8 6 7 6 , 9 6 8

A c q u i s i t i o n s

R e v i s i o n s o f p r e v i o u s e s t i m a t e s ( 3 , 0 4 4 )

E x t e n s i o n s , d i s c o v e r i e s a n d o t h e r a d d i t i o n s 5 , 3 2 0

P r o d u c t i o n ( 5 , 1 4 7 )

P r o v e n r e s e r v e s a t D e c e m b e r 3 1 , 1 9 8 7 7 4 , 0 9 7

A c q u i s i t i o n s 1 , 2 3 9

R e v i s i o n s o f p r e v i o u s e s t i m a t e s 8 , 0 5 5

E x t e n s i o n s , d i s c o v e r i e s a n d o t h e r a d d i t i o n s 9 , 5 9 3

P r o d u c t i o n ( 6 , 6 4 0 )

P r o v e n r e s e r v e s a t D e c e m b e r 3 1 , 1 9 8 8 8 6 , 3 4 4

A c q u i s i t i o n s 2 , 2 2 3

R e v i s i o n s o f p r e v i o u s e s t i m a t e s ( 7 , 5 9 8 )

E x t e n s i o n s , d i s c o v e r i e s a n d o t h e r a d d i t i o n s 3 , 7 0 8

P r o d u c t i o n ( 6 , 1 9 9 )

P r o v e n r e s e r v e s a t D e c e m b e r 3 1 , 1 9 8 9 7 8 , 4 7 8
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P r o v e n o i l a n d g a s r e s e r v e s a r e e s t i m a t e d q u a n t i t i e s o f c r u d e o i l , n a t u r a l g a s a n d n a t u r a l g a s l i q u i d s w h i c h h a v e b e e n d e m o n s t r a t e d w i t h

r e a s o n a b l e c e r t a i n t y t o b e r e c o v e r a b l e i n f u t u r e y e a r s f r o m k n o w n r e s e r v o i r s u n d e r e x i s t i n g e c o n o m i c a n d o p e r a t i n g c o n d i t i o n s .

A s a t D e c e m b e r 3 1 , 1 9 8 9 , t h e r e s e r v e s a r e b a s e d o n e s t i m a t e s o f B L . P a d d o c k & A s s o c i a t e s L t d , i n d e p e n d e n t p e t r o l e u m c o n s u l t a n t s ,

c o n t a i n e d i n t h e i r r e p o r t s d a t e d J a n u a r y 1 , 1 9 9 0 .

T h e e s t i m a t e s a r e b a s e d o n j u d g e m e n t s a n d i n t e r p r e t a t i o n s o f d a t a d e p e n d e n t u p o n u n c e r t a i n t i e s i n c l u d i n g m a r k e t c o n d i t i o n s , g o v e r n

m e n t a c t i o n s a n d t h e e n v i r o n m e n t i t s e l f . A s a r e s u l t , i t i s p o s s i b l e t h a t t h e u l t i m a t e r e c o v e r y f r o m p r o v e n r e s e r v e s w i l l b e d i f f e r e n t f r o m

t h o s e r e p o r t e d .

S t a n d a r d i z e d M e a s u r e o f D i s c o u n t e d F u t u r e N e t C a s h F l o w s a n d C h a n g e s T h e r e i n R e l a t i n g t o P r o v e n O i l a n d G a s R e s e r v e s ( i n t h o u s a n d s ) 1 '

T h e f u t u r e n e t c a s h f l o w i n f o r m a t i o n s h o u l d b e i n t e r p r e t e d w i t h c o n s i d e r a b l e c a u t i o n . R e s e r v e e s t i m a t e s , b y t h e i r v e r y n a t u r e , a r e i n e x a c t a n d

a r e s u b j e c t t o c o n s t a n t c h a n g e s a n d r e v i s i o n s . A l s o , t h e f u t u r e p r o d u c t i o n s t r e a m s a n d f u t u r e d e v e l o p m e n t s a n d p r o d u c t i o n e x p e n d i t u r e s a r e

u n p r e d i c t a b l e f o r n u m e r o u s r e a s o n s i n c l u d i n g g o v e r n m e n t r e g u l a t i o n s a n d a r e , t h e r e f o r e , s u b j e c t t o s i g n i f i c a n t c h a n g e s .

I t s h o u l d n o t b e a s s u m e d t h a t t h e e s t i m a t e s o f t h e s t a n d a r d i z e d m e a s u r e o f f u t u r e n e t c a s h f l o w s r e p r e s e n t f a i r m a r k e t v a l u e o f t h e r e s e r v e s

o r o f t h e o i l a n d g a s p r o p e r t i e s . A l s o , b e c a u s e o f t h e y e a r e n d p r i c e a s s u m p t i o n s , a s t a n d a r d i z e d m e a s u r e d o e s n o t r e p r e s e n t t h e p r e s e n t v a l u e

o f f u t u r e c a s h f l o w s .

 

 

 

T h e f o l l o w i n g a r e t h e p r i n c i p a l s o u r c e s o f t h e c h a n g e s i n t h e s t a n d a r d i z e d m e a s u r e o f d i s c o u n t e d f u t u r e n e t c a s h f l o w s ( i n t h o u s a n d s ) :

 

 

 

 

1 9 8 9 1 9 8 8 1 9 8 7

F u t u r e c a s h i n f l o w s $ 3 0 4 , 3 7 1 $ 3 0 5 , 9 0 2 $ 3 2 7 , 0 1 4

D e d u c t

F u t u r e p r o d u c t i o n a n d d e v e l o p m e n t c o s t s ( 1 4 5 , 3 3 0 ) ( 1 6 7 , 5 0 1 ) ( 1 7 5 , 9 3 1 )

F u t u r e i n c o m e t a x e s ( 6 7 4 ) 4 5 0 ( 5 4 1 )

( 1 4 6 , 0 0 4 ) ( 1 6 7 , 0 5 1 ) ( 1 7 6 , 4 7 2 )

F u t u r e n e t c a s h f l o w s 1 5 8 , 3 6 7 1 3 8 , 8 5 1 1 5 0 , 5 4 2

D e d u c t

1 0 % a n n u a l d i s c o u n t f o r e s t i m a t e d t i m i n g o f c a s h f l o w s ( 6 2 , 3 6 6 ) ( 4 4 , 3 4 9 ) ( 5 0 , 6 9 1 )

S t a n d a r d i z e d m e a s u r e o f d i s c o u n t e d f u t u r e n e t c a s h f l o w s $ 9 6 , 0 0 1 $ 9 4 , 5 0 2 $ 9 9 , 8 5 1
  
 

 

 

B a l a n c e D e c e m b e r 3 1 , 1 9 8 6 $ 1 0 9 , 0 8 7

S a l e s o f o i l a n d g a s p r o d u c t i o n n e t o f r e l a t e d c o s t s ( 2 2 , 7 0 6 )

N e t c h a n g e i n p r i c e s a n d p r o d u c t i o n c o s t s ( 3 , 5 1 0 )

N e t c h a n g e i n e s t i m a t e d f u t u r e d e v e l o p m e n t c o s t s ( 4 3 7 )

P r e v i o u s l y e s t i m a t e d d e v e l o p m e n t c o s t s i n c u r r e d d u r i n g t h e y e a r ( 8 4 8 )

E x t e n s i o n s a n d d i s c o v e r i e s n e t o f r e l a t e d c o s t s 1 2 , 2 9 2

A c q u i s i t i o n s

R e v i s i o n s o f p r e v i o u s q u a n t i t y e s t i m a t e s ( 1 , 7 7 2 )

A c c r e t i o n o f d i s c o u n t 1 0 , 9 0 9

N e t c h a n g e i n i n c o m e t a x e s ( 3 , 1 6 4 )

B a l a n c e D e c e m b e r 3 1 , 1 9 8 7 9 9 , 8 5 1

S a l e s o f o i l a n d g a s p r o d u c t i o n n e t o f r e l a t e d c o s t s ( 1 6 , 9 6 8 )

N e t c h a n g e i n p r i c e s a n d p r o d u c t i o n c o s t s ( 1 3 , 5 3 3 )

N e t c h a n g e i n e s t i m a t e d f u t u r e d e v e l o p m e n t c o s t s ( 1 , 1 1 0 )

P r e v i o u s l y e s t i m a t e d d e v e l o p m e n t c o s t s i n c u r r e d d u r i n g t h e y e a r ( 2 , 3 5 8 )

E x t e n s i o n s a n d d i s c o v e r i e s n e t o f r e l a t e d c o s t s 1 2 , 4 1 0

A c q u i s i t i o n s 1 , 2 0 0

R e v i s i o n s o f p r e v i o u s q u a n t i t y e s t i m a t e s 4 , 3 5 2

A c c r e t i o n o f d i s c o u n t 9 , 9 8 5

N e t c h a n g e i n i n c o m e t a x e s 6 7 3

B a l a n c e D e c e m b e r 3 1 , 1 9 8 8 9 4 , 5 0 2

S a l e s o f o i l a n d g a s p r o d u c t i o n n e t o f r e l a t e d c o s t s ( 2 1 , 8 3 6 )

N e t c h a n g e i n p r i c e s a n d p r o d u c t i o n c o s t s 1 1 , 7 3 5

N e t c h a n g e i n e s t i m a t e d f u t u r e d e v e l o p m e n t c o s t s ( 1 , 2 1 8 )

P r e v i o u s l y e s t i m a t e d d e v e l o p m e n t c o s t s i n c u r r e d d u r i n g t h e y e a r ( 2 , 0 7 4 )

E x t e n s i o n s a n d d i s c o v e r i e s n e t o f r e l a t e d c o s t s 9 , 2 3 3

A c q u i s i t i o n s 7 2 3

R e v i s i o n s o f p r e v i o u s q u a n t i t y e s t i m a t e s ( 3 , 8 3 2 ) Y

A c c r e t i o n o f d i s c o u n t 9 , 4 7 9

N e t c h a n g e i n i n c o m e t a x e s ( 7 1 1 )
 

B a l a n c e D e c e m b e r 3 1 , 1 9 8 9 5 9 6 , 0 0 1
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Corporate Information

DIRECTORS

Phillip de Boos-Smith

Paris, France

Director, Precious Metals,

TOTAL Compagnie Francaise des Pétroles

Chairman of the Board,

TOTAL Energold Corporation
Served since January, 1988

Claude Beaumont

Paris, France

Manager, TOTAL Mining and Nuclear,

TOTAL Compagnie Francaise des Pétroles

Appointed Director March 2,1990

Howard E. Cadinha*

Vancouver, Canada

President, Chief Executive Officer,

Independence Petroleums Inc.

Served since August, 1986

Jacques Le Chevalier

Paris, France

Served since January, 1988

James H. Coleman

Calgary, Canada

Partner, Macleod Dixon

Served since February, 1988

K.Gordon Green‘

Toronto, Canada

Vice President and Director,

RBC Dominion Securities Inc.

Served since September, 1988

Raymond C.F Leeks

Vancouver, Canada

President and Chief Executive Officer,

TOTAL Energold Corporation
Served since July, 1989

Bruce A. Macdonald

Calgary, Canada

Chairman of the Board,

Ranchmen’s Resources Ltd.

Served since September, 1988

Alain P. Le Menestrel"

Neuilly, France

Corporate Treasurer.

TOTAL Compagnie Francaise des Pétroles

Served since September, 1988

Jean—Paul Nicolet

Calgary, Canada

President,

Minatco Limited

Served since May, 1989

Alexander C. Ritchie"

Vancouver, Canada

Served since September, 1988

Kristian M. Ross

West Vancouver, Canada

Served since September, 1988

"Member of the Audit Committee

omcms ANNUAL GENERAL MEETING

Phillip de Boos—Smith Four Seasons Hotel

Chairman of the Board Vancouver, British Columbia

Raymond C.F. Leeks Mayz ‘990

President and Chief Executive Officer
at 10:00 am.

Frederick W. Davidson

Vice President and Chief Financial Officer

H.Walter Sellmer

Vice President, Exploration

John D. Fitzgerald

Corporate Secretary

Patrick E. Jamet

Chief Geologist

EXECUTIVE OFFICE

Suite 1500 — 700 West Pender Street

Vancouver, British Columbia

Canada V6C1G8

Telephone (604) 681—9501

Telecopier (604) 681-6813

EXPLORATION OFFICES

Suite 1500 — 700 West Pender Street

Vancouver, British Columbia

V6C 1G8

Telephone [604) 681—9501

Suite 21 —1114 First Avenue

Whitehorse,Yukon

Y1A 1A3

Telephone (403) 668—6121

68 Bruce Avenue

South Porcupine, Ontario

PON 1H0

Telephone (705) 235-2233

Sovereign Explorations, Inc.

Suite 162—1755 East Plumb Lane

Reno, Nevada 89502

Telephone [702) 786—9919

SOLICITORS

Davis & Company
Vancouver, Canada

Macleod Dixon

Calgary, Canada

AUDITORS

Peat Marwick Thorne

Vancouver, Canada

STOCK EXCHANGE LISTINGS

Toronto Stock Exchange: TGD

NASDAQ: TGDGF
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