
658 
COP 
AR 
1971 

CANADIAN 
OCCIDENTAL 

PETROLEUM 
LTD.~ 

oxv 
~ 



t · N I · N 10£ N T· l PETROL _UM LTD. 

OFFICERS 

ROBERT A. TElTSWORTH 
h:'lu llMI' 11f tht' B~ud 

DAVID B. CHALMERS 
Pre.sid nt 

ARMAND HAMMER 
Ch 1rman tlf the E>-. cutive Committee 

HO ARD 8. SHELTON 
\ IC't "' esooe"t 

ILLlA G. O'ROURKE 
Secretary and Counsel 

DAVID BERTRAM 
Controllet 

PAUL C. HEBNER 
Ass1stant Secretary 

CONT£NTS 

fmancia l and Operating Highlights 

Corporate Highlights . 

Report of Directors . 

011 and Gas Operat1ons 

Chemical Operations . 

Financial Review . . 

Page 

1 

2 

3 

5 

13 

16 

The Annual and Special General Meeting of the Share­
ho,ders of the Company will be held at the Palliser 
Hotel , Calgary, Canada on May 1, 1972 at 11:00 a.m. 

DIRECTORS 

PAUL A. BAILLY 
Prcsldl'nt , OccidcnlJI Minerals Corporotion, 
Wheat Ridge, Colorado 

• RO BERT J. CAVERLY 
Execut1ve V1ce President • Operations 
Occidental Petroleum Corporation 
Los Angeles, California 

*DAVID B. CHALMERS 
President; 
President and Chief Execut1ve Officer 
Petrogas Processing Ltd.; 
Calgary, Canada 

MARSH A. COOPER 
President and Managing Director, 
Falconbridge Nickel Mines Limited, 
Toronto, Canada 

*ARMAND HAMMER 
Chairman of the Board, President 
and Chief Executive Officer 
Occidental Petroleum Corporation, 
los Angeles, California 

*J. HOWARD HAWKE 
President, The Glengair Group limited, 
Toronto, Canada 

RONALD P. KLEIN 
Vice-President and General Counsel 
Occidental Petroleum Corporation 
Los Angeles, California 

LEO L. LeCLERC 
Industrial Development Co-ordinator, 
Edmonton, Alberta 

J. ANGUS McKEE 
Toronto, Canada 

MORRIS M. MESSING 
President, Hooker Chemical Corporation, 
Stamford, Connecticut 

*ROBERT A. TEITSWORTH 
Chairman of the Board; 
Executive Vice-President, 
Occidental Petroleum Corporation, 
Bakersfield, California 

*Member of the Executive Committee 

FINANCIAL AND OPERATING HIGHLIGHTS 

FINANCIAL 

Revenues 

Cash Income 

Per Sharet • 

Net Income 

Per Sharet 

Income Before Extraordinary Items 

Extraordinary Items 

Net Income . 

Working Capital . 

Additions to Property, Plant and Equipment 

l ong-term Debt . . 

Shareholders' Equity . 

.338.76 COP 
Annu 1 r port I 
c nadian occid 

1971 1970 

26.713,000 23,.854.000 

$ 8,357,000 $ 5,916000 

$1.37 s1 oa 
s 3,517,000 $ 2,087,000 

$ .62 ~ .38 

$ (.04l $ -

$ .5S 'S .38 

$12 518,000 $ 8,442,000 

$12,213.000 $ 5,~67,000 

$ 200,000 s 7,371,000 

$64,160,000 S46 762.000 

t Based on weighted average number of shares outstanding 

SHAREHOLDERS AND EMPLOYEES 

Number of Shareholders . . 

Number of Shares Outstanding 

Number of Employees . . . 

OPERATING 

Production of Crude Oil and 
Natural Gas ltqutds (barrels) . 

Pipeline Gas (thousands of cubic feet) • 

Sulphur Product1on (long tons) . . . 

1 

3,983 

6,752,241 

376 

693,000 

19,200,000 

257,000 

4370 

5,456,436 

402 

601.000 

18.~00.000 

266,000 
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FINANCIAL AND OPERATING HIGHLIGHTS 

FINANCIAL 

Revenues 

Cash Income 

Per Sharet • 

Net Income 

Per Sharet 

Income Before Extraordinary Items 

Extraordinary Items 

Net Income 

Working Capital . 

Additions to Property, Plant and Equipment 

Long-term Debt . . 

Shareholders' Equity . 

38.76 COP 
1Ulnu 1 r port I 
c nadian occident 

1971 1970 

.26.713,000 $23,254/}00 

$ 8,357,000 s 5,916.000 

$1.37 ~1 08 

$ 3,517,000 s 2,027,000 

$ 62 $ 38 

$ (.04) 

$ .58 ~ .38 

$12,518,000 $ 8,442,000 

$12,213,000 $ 5,%7,000 

$ 200,000 s 7,371000 

$64,160,000 S-!6,762.000 

t Based on weighted average number of shares outstanding. 

SHAREHOLDERS AND EMPLOYEES 

Number of Shareholders . . 

Number of Shares Outstanding 

Number of Employees . . . 

OPERATING 

Production of Crude Oil and 
Natural Gas Liqutds (barrels) . 

Pipeline Gas (thousands of cubic feet) • 

Sulphur Production (long tons) . . . 

3.933 

6,752.241 

376 

693,000 

19.200,000 

257,000 

1!.370 

5.456,436 

402 

601,000 

266,000 

_ __...j 



Reorganization 

"'ansdi:.m Occidt>nt<.11 Petroleum Ltd. ("the CompJny") was formed on July 12, 19 71, 
a rt $Ult t the mmtlgamati n of Jetter son Lake Petrochemicals of Canada Ltd. with 

ev. Hooker anadc.1 Lm1rted, subsidiary of Occidental Petroleum Cor poratron ~ew 
Hoo er Canada Umlted O\\ned chlor--alkali plants at North Vancouver and Nanarmo, 
Bnt sh C lumbia, a metals fmishing chemicals plant at Rexdale, Ontario. and a plastics 
plant at Fort Erie, Ontario. As part of t 1c reorganization, the Company purchased all of 
the Canad'an oil and gas propertie of Occidental Petroleum Corporation for $7,000,000 
and also r~tirea $7,200,000 m not0s and accrued interest payable to Occidental Petro· 
le-um Coroo ation and its subsidiary Hooker Chemical Corporation. In the reorganization, 
the Company issuea ~.066,820 common sha ·es to Occidental Petroleum Corporation 
and its subsidiaries which now ov.n 82°o of the Company's common shares. 

Dramatic Increase in Gas Prices 

As a result of an arbrtratron award announced in December, the Company, through 
its 31% owned affiliate Petrogas Processing Ltd., established a record price for natural 
gas 111 v~este~n Canada. This favourable award is an important step towards establishing 
realistic fed prices for natural gas in Western Canada recognizing its commodity value as 
a premtum fuel and feed stock 

Sale of Coleman Plant 

In June, the Company disposed of its sulphur recovery plant at Coleman, Alberta, for 
a cash consideration of $780,000. This operation had become marginal due to depressed 
su phur prices. Although the plant was sold for less than its book value, the sale provided 
the Company Nith additional funds to expand ts oil, gas and chemical operations. 

Purchase of Oil Properties 

In December, the Company completed the purchase of interests ranging from 50% 
to 100% in ten oil wells in the Alida and Warmley Fields of Saskatchewan. This acquisi· 
tion •.rill add approximately 370 barrels per day of light crude oil production effective 
January 1, 1972. 

Expansion of North Vancouver Chlor-Aikali Plant 

Ouring the jear, the Company commenced expansion of its chlor-alkali plant in 
'art. Vancou.,er, British Co umbia ·n order to meet increased customer demand. This 

expansion !Vi ·ncrease product"on capacity of chlorine from 330 tons to 395 tons per 
day and of caustic soda frof11 363 tons to 434 tons per day. Construction is proceeding 
on schedu e and is expected to be completed in the fall of 1972. 
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TO THE SHAREHOLDERS : 

I ht y(•ar 19 71 wa onr of slgnificnnt rJChif."' m(:nt for ;our C(1mp<my Th rno t mportgr evf.i • 
was thf' cJrnalgamatror r on July I? r1f Jcffcr .. on Lake Pr~trocherru.il of Umada Ltrt 11tf New Hoo...: r 
C.mddd Lirnltod, C:l <,ubsididry of Or.ciclent"l Pf.:trolr.iJm Corporatron, to form CrJnacJfan Occ der, ~ Pe rr, 
l(•urn l tcJ . In thfJ am,dgc.JmiJiion, Jr•ffr·rcon LdV.f/<. oil and gas opflrotJOrr' VJrlf(! C.fJmbined tlith Ocdd-=:rrtdr', 
CancJrlifln chcmicCII opr~mtion•, whir,h inclucJ(:O tht: manufac!ur', ;:mcJ marl<,~ting of cnlorlnf;, c:.a Y~tfr •• </1~. 
rnetals finishing chemical& aml a wirJr- '";rrety of rtJ!.in!) ;;,nd rncldr'lg compr; mcJc; JncJuded r tre acqr{, 
lion was a staff of 200 highly qwllitf(;(J employc(;s who r'lP''rate thr cherrw.al pfrmts Zit Nor r /ar,co .ver 
cJnd Nanaimo, British Columbia, and ReMlalc and Fort Erie, Ontario, .anrJ mar~.et the p'odtv:.ts produced 
at these plants. As part of the reorgan /otion he Comp8ny purcho ed all of 0 .c'der; .a's Ca.nad'an o 
ond gas properties and also retirccJ $7 200,000 in note', and accrued ntere .t pai"b e tr, Occ'de--ta an 
its subsidiary 

The results of this diversificatiOn have been most gratify ng. On tre bass of a~Xatr i'"g fc' the 
amalgamation as a pooling of interests. the Company recorded cash earrur;gs of $B,357,000 o,.. $1.37 
per share for a 27% increase on a per share basis over the 1.5 916,000 or $LOB p~r ~-a'~ &~- the 
corresponding period of 1970. fotal revenues for 1971 11ere ':.26 713,000, an 'ncrea:~ ol ~2 359,000 
over 1970. Net income amounted to $3,517,000 or 58 cents per c;hare for a 53% increa~e c- G pe,.. S"a'e 
basis over the $2,087,000 or 38 cents per share ear'1ed in 1970. 

Further diversification was achieved early in 1972 Nhen your Company purchased a I of me assets 
of Occidental Minerals Corporation of Canada for $240,555. These properties included min r'lg c aims in 
New Brunswick, Saskatchewan and the Yukon upon which furtner exploration 11ork Nill oe carried out 
this year. The staff of qualified geologists and technical personnel Nho pre1iousfy carried on Occid~"ta 's 
minerals exploration program in Canada now comprise the Minerals Division of this Conpany and Nill 
direct its future metals exploration activities. 

These important steps have culminated in establishing a diversified Company n ~rr a b"'oad e.:vnings 
base and healthy balance sheet which should enable the Company henceforth to partie pa'"e co..-~pet tive y 
in the important oil, gas and minerals potent ial in Canada. In this regard, the Company p a"s to purst.ie 
both an active exploration program in the field of natura resources as well as tne cont ........ ed asqu'si ·on 
of oil and gas producing properties. The North AMerican continent is facing contmued snor+.ages a~ 
energy, and the Company anticipates an increasing strong demand for petroleum and nawra gas ~i 
resultant improvement in prices for these commodities. 

In addition, the Company plans to continue to tfevo~e efforts to maximize the ea ... n·ngs oote~:·a a~ 
its chemicals operations. Assuming a modest ecoromic recovery in Canada and tne un·:ec: S:ates ·n 
1972, the Company projects moderate increases in sa es for all its chemical produc~s. "fi"e co...,..,olet on 
of the current expansion of the North Vancouver chlor-a kal· plant rs timed to meet increased c ... stomer 
requirements in the third quarter of 1972. 

The management views 1971 as an important milestone in the growth of the Compan1 ana oe ie1es 
that the achievements to date wi ll provide a favourable springboard toward attaining "ts ob;ecfves of 
future growth. 

The Company is pleased to acknowledge the contributions and efforts of its employees, Nho olayed 
such a key role in concluding a successful year. In addition, the Company is grateful to 'ts sha-enolae""s 
who have supported the management of the Company with their loyalty and confidence. 

/~/~ 
ROBERT A. TEITSWORTH 
Chairman of the Board 

Calgary, Alberta 
March 27, 1972 
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Respectfu y submitted, 

w~UJ_J 
DA\ D B CrlA ... MERS 
Pres·dem 
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OIL AND GAS OPERATIONS 

LAND 
Tho following l.tblc r,ot•, forth the Comp~ny's 

I£Jnd holding~. IJy i.lroiJ Dt De;ccmbc:r 31, 1971, witn 
cor npt.lral lvo f lg11rc~. for 19/0. 

rho incroaso In p,rosr~ acreage was due prima 
rily to l h0 purchasr> ot 5 t Crown Petroleum ond 
Natural Cac, Reservations comprising 1,771,335 
acres of exploratory lands in northern Alberta 
The increase in net <~Crcage largely resulteo from 
the acquisition of Occidental's entire interest in 
5,277,922 acres of exploratory lands in Western 
Canada which had previously been jointly owned 
by Jefferson Lake and Occidental. 

EXPLORATION 
During the year, the Company participated in 

the drilling of 15 exploratory wells. In addition, 
14 wildcat wells drilled by other companies under 
various farmout and option agreements partially 
evaluated Company lands. 

In Saskatchewan, the Company participated in 
the drilling of 10 exploratory wells which resulted 
in the discovery of one oil well, one suspended 
oil well and one marginal gas well. Stratigraphic 
testing in the general North Hoosier-Beau~ield 
area of southwestern Saskatchewan yielded tne 
discovery of a small, heavy gravity, Bakken sand 
oil pool and a single well Bfairmore sand gas 
pool. Bakken oil was also discovered at Plover 
Lake,but the well was suspended because of the 
difficulty in producing the 9 API gravity o'l by 
conventional methods. 

Seven additional wells drilled by other com­
panies pursuant to farmout arrangements resulted 
in two Mississippian oil wells in southeastern 
Saskatchewan. One of these wells was on Com­
pany lands and the other immediately offset Com­
pany lands. 

Although a well drilled to test the Winnipegosis 
Fringing Reef in southwestern Saskatchewan was 
abandoned, the geological information obtained 
led the Company to purchase a 13,600 acre Re­
servation at a Crown Safe. Geophysical work was 
carried out on this block late in the year and 
further drilling is expected in the spring of 1972. 

In southeastern Alberta, the Company carried 
out a shallow gas exploration program leading to 
the acquisition of 172,956 gross acres (137 ,825 
net acres) of land. During the year, the Company 
directly participated in the drilling of three wells 
and a further six wells were drilled by other com­
panies on these properties. Although no discov­
eries have resulted to date, the program is being 
continued with four additional wells to be drilled 
by other companies early in 1972. 

During the last half of the year the Company 
concentrated its exploration effort in northern 
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Alberta 11here older Pa'eozo·c age formations 
offer the main potentra . GeQ og'ca '> ud1 and 
seismic interpretation of Lo11er De10nian Fnng'ng 
Reef and Cretaceous-Mississ·ppian prospects led 
to the acquisition of 166,250 acres of h'gn y pm:.· 
pective land and ar additional 1,560,000 acr~-: of 
lower priced, trend acreage. These rands are in 
the g~nera Peace Piver-East Rainoo .. t-Sentr...: a~ea 
where industry exploratory ac~i 1ity increased 
greatly during the SP..cond half o! the 1ear. Tr.e 
Company has recentl1 fa'T""ed out 64,000 acrEs 
of these lands to a Majo' o· company , "ch is 
committed to car(l; ou+ a se·smic p~og'am. 

The Company joined N~th seven o• er land 
holders in the drilling of a 1,775 foot Precam­
brian test 'Nell on Rowley Island in he Foxe 
Basin area of the Canac·an ,t. ... c~ic. r~e Company's 
participation in the Ne , ana in t."le landS Upon 
which it was drilled, was 34-.18%. Tne 'leI pene­
trated a thin section o~ lo11er Pa!eozo·c st'ata 
encountering several hundred ""ee"L o.., hig:1 poros­
ity sand, but without hyd'oca'bon shows. 

Following the reorganization, the Company 
commenced evaluating various possible means of 
participating in the currer'lt exploratory acti•tit:t in 
the so-called frontier areas of Canada. Tnese 
studies were contifluing at year-end. The Com­
pany's acreage onshore and in tne coasta waters 
of Little Corrwa is, Axe He;berg and Ellesmere 
Islands in the Arct'c offers ·nc,easing e;.;oosure 
to the escalating activ:t} irt the high north. The 
acreage on the sou:rwest port or o~ Ellesmere 
Island has especially ·l'lte,.esfng geo og·ca ooss·­
bilities and the Cor1pa111 is endeaworing to acf­
vate a drilling program b1 third parties in 'L ·s 
area in 1972. 

The Company entered 'nto a Plains Coa Ex­
ploration venture with three ot'ler partners during 
1971. A prog'am of mapp;ng a'ld tf-te d"'i ·ng of 
256 test holes established soMe 38 mill ons to'ls 
of strippable bituminous coal under the syndi­
cate's 6,000 acres of 21 year C•own eases ,.he 
Company has an 18.75% interest in h's venture. 
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DEVELOPMENT 

Acquisitions 

As part of the reorganltation, the Company pur­
chased all of the Canadian oil and ga', prop!;rlier:. 
of Occidental Petroleum Corporation. Although 
these properties comprised ma'nly r:tploration 
acreage, some producing proper! (!5 Wf!re acquir­
ed. These included interests in two gas wells in 
British Columbia, one oil well in Saskatchewan 
and three shut-in gas wells in Alberta . 

In December the Company purchased interests 
ranging from 50% to 100% in ten producing oil 
wells (7.5 net wells) in the Alida West and Warm­
ley Fields, Saskatchewan. This acquisition will 
add an estimated 370 barrels per day of light 
gravity crude oil to the Company's production 
during 1972. 

Field Operations 
The Company's major operating interest con­

tinues to be centered in the Crossfield gas field 
located about seven miles northeast of Calgary. 
The Company is operator and owns a 35.02% 
working interest in 29 wells in the Calgary Cross­
field Unit, a 23.23% working interest in 12 wells 
in the Calgary Elkton Unit, a 37.73% working in­
terest in two wells in the Basal Quartz Unit and 
up to a 25% working interest in eight wells locat­
ed outside the units. No new wells were drilled 
in the field during the year as well capability was 
adequate to meet the sales demand for pipeline 
gas. 

The Company and its partners laid a pipe line 
to connect a Basal Quartz gas well in the Cross­
field East Field to the main pipe line transmission 
system. The Company has a 12% working interest 
in th is well wh ich went on stream in March, 1971. 

Two development wells drilled at South Okotoks 
and Morinville, Alberta, in an attempt to extend 
the pool limits, proved unsuccessful and subse­
quently were abandoned. 

At Hoosier, Saskatchewan, a development well 
drilled offsetting the Bakken sand discovery well 
proved dry and was abandoned. The d'scovery 
well was completed and is producing heavy 
gravity oil. 

At Sandhills, Saskatchewan, two further evalua­
tion gas wells were drilled and completed ir the 
Milk River formation. These wells were cased, 
perforated and fractured, a completion technique 
sign ificant ly different from that used in our multi­
well evaluation program of the prior year. These 
new wells were placed on production during De­
cember and initial results give fairly optimistic 
prospects for the development of this area. 
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Production 

nr~lrJ gas r;rOdur:tton from Cornpany-vp~<:rat(;~J 
propert1e~ a teragerJ 287 rrHIIfon cubic fef.;t pF:r dtJ; 
durir·g the 'jC;ar, ar" trr~r(;a',e of abvut $6v~n m , tO"' 
cubic feet r~er cJay from that produced in 1970 
Thio, increase or:curred prirnaril;t as a resu of 
higher sales demand in the Crossfi~fd Fie d a.-ea. 
Approx1matel:t 81 million cub'c feet per day of 
field gas 'lias produced for tne Compa'ly'-:; ac­
count from its operated and o•her non-ope"'ated 
properties during the year. 

The Company'c.: c,..ude oil productior. increcsed 
b; 22% 01er the pre1ious ye<Jr and amounted to 
212,000 barrels. No production from ot.:r jeer-end 
acqJisltion of he Alida and '1/arm Ef Field proper­
ties is included in this volume:. Tre Company noN 
has oil producing properties irt ten &iefds six of 
which nvolve Company operations. 

Reserves 

At year-end, the Company's worki"g ·.,teres 
share of rese"';es of pipeline gas, ra:.,~.-a gas 
liqu·ds, crude o'l and sulphu,... were es~·,.....,ated o 
be as follows: 

Pipeline Gas - 293 bitron cuo·c &ee: of proven 
pipeline gas reserves af.e,. ded..cc:·'ig 19.2 
b'llion cubic feet produced du,..·'1g t:1e year. 
Probable additional reserves are ~·"la:ed at 
23 b'llion cubic feet. 

Natural Gas Liquids - 5,744,000 bar .. els of 
proven reserves after deduct ng 481,000 
barrels produced during the year. Probable 
additional reserves are estimated at 405,000 
barrels. 

Crude Oil - 2,190,000 ba--re!s oF O'"Oven 
reserves after deduc ing 212 000 ba,.. .. e's oro­
duced during the year. This rese-ve •·gure 
includes the Company's sha .. e o< reserves o& 
the recently acquired A ioa \~,est ana Warmley 
Fie d properties. Probao e ada·t:o'la reseP.es 
are esrrnated at 2.989,000 barre1s. 

Sulphur - 3,488 000 long tortS o' ~ro en 
reser\es after deducting 180 000 lo'"'g tons oro­
duced duri11g the year. Prooable addTonal 
reserves are esrimated at 250.000 ong tons. 
These figures do not incluoe a"} su p"lur 
reserves for the Peace River plant .... ~-tere pro~ 
duction amourtted to 66,000 ong tons for the 
year from non-owned gas deflvered to tne 
Company operated facility. 



GAS PROCESSING AND SULPHUR RECOVERY PLANTS 

The gas pt cssing and sulphut t ~covery op­
erations of tilt' Comp;,my 3tt' conducted in bot11 
Atbert:l ~md Brit1sh Columbia 

In lberta, the Con1p.:m • has a 30.9°~> intetest 
in the 11a•or gJs ptO<X'ssing complt'x owned by 
Petr gas P -ocessing Ltd. This plant. lor:tte~ ::ld· 
JSCent to the Ctty of Calgary, has the c.~pactty t~ 

roduce 215 million cubic feet per da\ of spect· 
t 1cation pipel.ine gas and uo to 2,000 long ~on~ 
oer da ot h1gh purity elemer:ttal sulphut. Stgn 
f1cant quantities of propane, butantc~s and con­
densat"' are also 1ecovered and processed to mat-
1\etable products. The management. supervisory 
and technical personnel needed to operate the 
complex are prov ded by the Company. 

A progressive upgrading of the ~~arious plant 
acil ities has been carried out dunng the past 

few years resulting in improved operating effi­
ciencies and product yield. Favourable operating 
ecoPomies have also been ach'eved. 

Dur;ng tne year, a major addition to the plant 
faci 'ties was comMenced involving the applica­
tion of frst and second stage compression to the 
raw gas feed of the processing plant. Phase I of 
the project was operationally camp ete at the end 
of 1971. Phase II of the compression program 
is currently ·n the engineering and procurement 
stage and is scheduled for completion to meet 
the peak load requirements of the 1972-73 winter 
season. The capital employed in this expansion 

be provided in1tially by Petrogas Process·ng 
Ltd. from existing funds. Ultimately, the cost of 
the compression facilities will be recovered from 
the working interest owners of the raw gas who are 
assessed a processing charge proportional to 
the r util"zation of the gas processing facilities. 

The Company also owns working interests in 
gas process'ng operations conducted by others in 
the Wimborne and Crossfield East gas fields of 
Alberta. 

At Taylor, Britisr eo·umbia, the Company op­
erates tre wholly-owned Peace River sulphur re­
co•ery p.ant which has a design capacity of 325 
ong ons per day. The hydrogen sulphide feed for 
j1·s operation ·s obtained from an adjacent gas 
treat rg plant which processes gas from exten­
s ve gas f.e,ds. 

Union agreements for the gas and sulphur 
plants Nere renegotiated during 1971 and will 
remain in effect through to mid-1973. It is fully 
anticipated that the stable management~employee 
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relationship which has bcc'n a slgntflcant fcdture 
of pl,mt operations in prt'Vious years can be tnaln 
tained in tuturC' years 

In June, the Company sold its sulphur recovery 
plant at Coleman, Alberta, for a cash considera­
tion of $780,000. Depressed sulphur prices had 
made continued operation of this facility mar­
ginal. Although the plant was sold for less than 
its book value, the sale provided the Company 
with additional funds to expand the growth areas 
of its business. Notwithstanding the sale of the 
plant. the Company will continue to market all 
sulpllur produced from the plant, for which ser­
vice :t will receive a commission. 

The accompanying table sets forth the Com­
pany's share of plant production during the year 
witll comparative data from the previous year. 
Record production was established for pipeline 
gas, propane, butanes and condensate. 

Company's Share of Plant Production 

Product 
1971 1970 

Sulphur (long tons) 
Coleman Plant * 10,478 24,124 
Peace Rrver Plant 66,474 56,960 
Petrogas Plant . 175,298 180,350 
Other Plants 4,970 4,125 

257,220 265,559 
Pipeline gas, (millions of 

cubic feet) . 19,189 18,355 
Propane, (barrels) 122,939 88,333 
Butanes, (barrels) 92,179 79,037 
Condensate, (barrels) 265,818 260,138 

* 5112 months' production. 

Gas Sales 

The Company's share of gas sales from the 
Crossfield Field will benefit from increased prices 
commencing January 1, 1972, as a result of an 
arbitration award released on December 20, 1971. 
This award represents the successful conclusion 
of lengthy negotiations to redetermine the price 
to be paid for gas sold under the contract between 
Petrogas Processing Ltd. and the major gas pur­
chaser. 

In their majority award, the arbitrators de­
termined that the price will be 20.5 cents per 
Mcf in 1972, an increase of 3.25 cents per Mcf 
over the previous contract price for 1972. The 
price will escalate a further one cent per Mcf each 
year thereafter to 23.5 cents per Met for 1975, 
which is the last year of the current price rede-

termination period. An additional 0.75 centc; per 
Mel wil l be added to the above pric.es in each of 
the years 1972 through 1975 to provide for the 
increase that the arbitrators deemed appropriate 
for 1971. A further adjustment to price, amount­
ing to about OA cents per Mcf, was awarded to 
more accurately reflect the delivered heating val­
ue of the gas. 

In total, the effective price will be about 21.65 
cents per Mcf in 1972, an increase of some 4.4 
cents per Mcf. By 1975 the effective selling price 
of the gas will have escalated to approximately 
24.7 cents per Mcf. The new gas price is expected 
to increase the Company's gross cash revenues, 
before royalties, by approximately $600,000 in 
1972 and by increasing amounts in subsequent 
years. 

This favourable arbitration award is a dramatic 
breakthrough in the price of natural gas in Wes­
tern Canada, and is an important step towards 
establishing prices for natural gas consistent with 
its commodity value. 

Sulphur Sales 

The world-wide imbalance between the supply 
and demand for elemental sulphur continued 
through 1971. Due to the oversupply of sulphur 
the Company's sales volume declined about 12% 
from the preceding year. 

Severe competition, primarily in the overseas 
market, plus increased land and ocean transpor­
tation costs, contributed to a further erosion of 
the average selling price for sulphur at the Com· 
pany's plants to $7.53 per long ton. This com­
pares with an average plant net price of $9.30 
per long ton for the preceding year. 

The accompanying table indicates the sulphur 
sales with comparative data from the previous 
year. 

Company's Share of Sulphur 
Sales (long tons) 

Petrogas Plant 
Peace River Plant 
Coleman Plant 
Other Sources 

Total 

Distribution 
Off-shore sales 
North American sales 

1971 1970 

124,256 144,691 
52,838 43,662 
10,828 23,994 

911 --
187,922 213,258 --
70,774 87,365 

117,148 125,893 
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Although fh(; s;;fes ;olume d•~lin~J during the 
yl:ar th~ market ng groups, through an aggrF:~<Ji 1e 
approac,~1, managed to ri!tain a significant p"e"¥ 
enc.e r the Cornpar:J''S histork.ally etabf1st;"d 
marketmg ar~(JS botn at rJornestic and fntemation· 
al levels. 

The Environment 

The managE:ment of tne Company cor.tinue-:; to 
devote considerable time and frnancfa resources 
towards improving the opera ional effic'eno; c& 
its processing units tr; methods ""' c" ,, ass st 
the Company in meeting the c ear ai" al'ld 11a"er 
standards established b'f :tanous gote .. 'lrnenta 
authoraties. The latest technologica d~Je !opr-"ents 
·n pla'lt operations and pollution cont ... ol are con~ 
tinually being evaluated, as they becoMe a1ai a­
ble, to determine tneir possib e app ·ca!ior '"o the 
Company's operations. 

In the Oil and Gas Division, one of the most in­
teresfng act Jities o~ t,e many i,., p"ogress is an 
operations onentated research progra'Tl whicn nas 
been a'1 on-going effort fo-- t'"'e past fourteen 
months. The objecti 1e of nis prog"a,...., is to im­
prove operating effic'ency at tne Pe:"ogas gas 
processing and sulphur recovery p ant and nere­
by enhance resource conserva~ion whi e imp'oting 
ambient air quality. In late 1970 tre Comoany's 
technical staff placed in operation a urlique con­
trol package on three sulphur reco1ery units. The 
system, developed by tne staff in conjunct:ion .vitn 
a leading contractor, pro'lides closed oop cont .. of 
from 'nlet to outlet of tre su phu,.. reco.e:-y un".s 
by using analytical data automafca' y neasured 
with process chromatog-aphs. The syster:-1 has 
proved quite successful and has resulted in the 
emission of ess su•ohur diox de 'nto 1e atmos­
phere and improved proouct y"eld. 

The Company's air quality monitori!"g system at 
the Petrogas plant, installed by affinor·ty of tne 
Energy Resources Conservation Board. orovides a 
confnuous record of su phur dioxide and hyoro­
gen su phide concentrations in the vicinity o-' t e 
Plant. This monttoring program, be ie eo to be 
the most comprehensive of any s·r"l' lar program 
in Albe-rta, has shown that arrb·em air quality 
generally exceeds the prescribed standards. 

The Company a so supports research at ti1e 
University of Calgary and b} ·ndepende'1t consu -
ing groups on many industry related problems 
having en-. iron Mental imp tcatio'ls. 
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Canadtan Occitf('ntol's elliot nlkoli plant at 
Nottll Vancouver, £3.C. oxv 

CHEMICAL OPERATIONS 

HOOKER CHEMICALS DIVISION 

In the reorganilalion, the Company acquired 
chlorine and caustic (..oda piC~nts at North Van 
couver and Nanaimo, British Columbia. The~.e 
plants are now operated a<> the •looker Chemical 
Division. 

The North Vancouver plant is operating at its 
full capacity of 330 tons per day of chlorine and 
363 tons per day of caustic soda. Plant capacity 
is currently being expanded to 395 tons per day 
of chlorine and 434 tons per day of cau5tic soda. 
Most of the chlorine and caustic soda is sold to 
the pulp and paper industry in Western Canada 
for pulp treatment and bleaching. The plant ex 
pansion will be completed by the fall of 1972 
and will enable the Company to supply the re 
quirements of two new pulp and paper mills. 

The Nanaimo plant is operating at its full capa­
city of 100 tons per day of chlorine and 110 tons 
per day of caustic soda. Most of this production is 
delivered by pipeline to the adjacent major pulp 
mill complex. 

Although the pulp and paper industry was af­
fected by adverse business conditions in 1971, 
sales revenues from the two plants increased 12% 
over the previous year. Further improvement in 
sales of chlorine and caustic soda is expected 
in 1972. 

The production cells to be installed in the North 
Vancouver plant during the current expansion will 
be equipped with metal anodes. These anodes, 
which are fabricated from titanium rather than 
the graphite previously used, are the most signi­
ficant recent development in chlorine cell tech­
nology. Substantial savings in power and renewal 
costs are attainable through this change in design. 
At the Nanaimo plant, the new metal anodes are 
now being used in approximately one-half of the 
production circuit. A number of these cells are 
running at the highest production rate per cell yet 
achieved in any Hooker type cell in commercial 
use anywhere in the world. 

In January, 1971, a new production unit for 
muriatic acid went on stream at the North Van­
couver plant. This unit was designed to burn 
residual gas, a dilute chlorine gas stream other­
wise of no commercial value, thereby achieving 
economic operation while eliminating a potential 
air pollution problem. Although the unit is sma I 
compared to the chlor-alkali facilities, it is of a 
size that enables the Company to supply muriatic 
acid to the mining and chemical industry in the 
area. 

A new unit capable of producing 5,000 tons per 
year of high purity salt will go into production at 
the North Vancouver plant about May 1, 1972. 
This salt will be sold to a British Columbia pulp 
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and pap<:r compan; f')r u-:.e ,,n th~; produc.tior rJf 
chlorin€i diozid~ ,,... ;:, H~".iVJ.ter chronne d 'o:.<Jrle 
gc.merating unit. 

Much of the Hoov.er Cher" ·C<:I D 1 ~ion'c, sr ... c­
ce(;~ in m;:,rv.eting its prOdJCf!:. or tr<:: Nes Ccas 
can be attributtd to its etpert ~e 10 tr.~ fteld of 
marine transportation of crei'Y'~ea s. S~uil'tn in tr.e 
photograph on page 14 1s tne Corpa"; .-,spec' a y 
chemical barge "Metlai'atla". Tr ~ 272 "oot C;j'ge 
can carry up to 5,000 tone. of ca ... :.• c soda a~ll:f 
900 tons of chlorine. &ince 1967, tne AetJa;.;aila 
has pro1ided regular ser 1ice to a pt.: p mill cus­
tomer at Prince Rupert, Bri isr C.o'umb'a. 

In fAarch, 1971 o nell 'ai l barge "Hyat: V.mg" 
was launched. Thi;. 223--~'oo~ barge is capao e of 
carrying tuel'le 100-tor ra il cars on the dec~ and 
1,500 tons of liquid caustic soda in oo aN-d=o 
storage. This barge was designed to mee t'1e 
specific requirements of the Hooker Chem·ca 
o· 1ision and has been leased to tais Compan1 
for a term of five years. 

These two barges togetner Ni<n the Com~a l1'/s 
large chemicals storage term·na a~ Watson Island 
(near Prince Rupert, British Columbia) ha:;e en­
abed the Hooker Chemicals o·' son w p"o 1ide 
better ser1ice to its customers a: IO'..ver cost. 

PLASTICS 
The Companj's Nholly-owned subsid'arJ Hoof­

er Cnemicals (Nanaimo) Limitea owns a plasfcs 
plant at Fort Erie, Ontario. Th"s plant, w:l·cn ~as 
completed in June, 1970, manufac~u"es pheno -c 
molding compounds and phe,o'ic and ool1 ester 
resins. These products a·e ma"<eted uncer me 
trademark DUREZ~ (Durable Resins} and are 
used in molding afld &abricating a ;vide •tariety of 
plastic components and fin ished products for the 
automotive, electrica, constructon. foundry, com­
munications, insulation. rubber a"d ao::;liance in­
dustries. Increased acceptance of Durez produc s 
throughout Canada led to an expansion of me 
Cor1pan~ ·s ne of materials during ~re year_ 

'\few qua ty control equipment nsta .ed in me 
p•ant during the latter part of 1971 ,., · I enable 
the Company to produce a newly de:eloped line 
of phenolic molding compounds for sc"ev' inject­
ion molding. one of the fastest g"o ·,...g segments 
of the thermoset molding indust":, . The ' irst o 
these new mate"ials ~ill be '1t''Oducec ea' J in 
1972. Du"eZ thermoset plas~ cs are plast cs .,.,ic 
will not melt once nardened. 

As part of the Company's 01era!l orogram for 
increased participation in the growing domestic 
market. in:tial production of fi re-retaroant rlET­
RON® polyester resins Is scl-tedu~ed for early 
1972. 
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Can dlsn 0< c1dent, l's speCI.Jity chemiCal 
bJH c "Metlakatla''. 

\ 
J 

Increased sa le~ of plastics t~nrJ rec;ins f/(;re 
recorded during 1971, which was the first full 
year of operation of the Fort Erie plant. 

METAL FINISHING 

Our wholly-owned subsidiary Oxy Metal Finish­
ing of Canada ltd. was incorporated in 1971 to 
acquire an established metals finishing chemicals 
business previously operated by Hooker Parker 
(Canada) limited, a subsidiary of Occidenta . 
Included in the acquisition was a modern plant 
at Rexdale, Ontario. This subsidiary has two divi­
sions -the Parker Division and the Sei-Rex 
Division. 

Parker Division 

The Parker Division, which commenced busi­
ness in Canada in 1948, is the leading supplier of 
chemicals for producing zinc phosphate, iron 
phosphate and oxide coating on steel. aluminum 
and galvanized surfaces prior to the appl ication 
of paint. Zinc phosphate coatings are also used 
as a base for lubricants to aid in the drawing of 
steel tubing. In addition, Parker produces a com­
plete line of cleaners, paint spray booth com­
pounds and paint strippers. 

The Parker Division serves a multitude of in· 
dustries including automotive, appliance, office 
furniture, fastener, coil coating, tube and wire 
drawing. Wherever there is an industry need for 
cleaning, coating or metal treatment, there is a 
Parker product to do the job. The success of the 
Parker Division lies in its extensive research facil­
ities, development laboratories, expert engineer­
ing staff, competent field representatives, cus­
tomer service laboratories and testing facilities. 

Parker has two new developments, PARKER­
IZING 200 plus PARCOLAC@ 2946 which far sur­
passed PARCO@ Compound as a standard rust 
resistant treatment for iron and steel surfaces. 
Parkerizing 200 has the same simple operating 
specifications, uses the same equipment as Parco 
Compound and is easier to control. The difference 
is that Parkerizing 200 plus Parcolac 2946 pro­
duces a fin ish that is two to three times more 
corrosion resistant. 

Total sales of the Parker Division for 1971 
increased 17% over the previous year. The Parker 
Division is expected to have favourable operating 
results during 1972. 
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&:f-Ret Dilie;ion 
rhe '3el R~1 Oi t•sion s a ~upp ier (Jf electro­

plating pror:.t:~se~. a~cessory crE:mica-; and equ p 
rnl';nt to the metal fmi5hing 1ndustry. Sirit'...e the 
r·ception of Sei·Rex in Ccsnaoe~ in 1965, trt-; d ~~~ 

sion has had a consistent d~;~lopmer; alid g-owtll 
pa ern which 11a', reflected oy ano her .. ecord 
sales year in 1971. Sei-Re-.1. is th€= ao:nowtetiged 
leader in the field of precious meta '> e ectro­
pfating proc€=sses. 

The first of two reactors fo- tne prod'~~tron o~ 
po .. assium gold Cjanid~ salts from "a"' god ;nen 
into operation in the summer of 1971. Tr~is eauip­
mer~ nas not only quadrupled the Sei-P.ex pro­
duction capability, but also has suostantia l:t 
reduced manu~acturing costs anCJ labou' . A ~odel 
AN-600 Betascope was also added to the testing 
equipment. This computerized lnstrurT'er , .,·en 
works on the principle of bacr.scatter cr Beta 
particles emitted from a radioacti ~e SOL.~"ce, en­
ab es a technician to de~ermine nithin 7 5 sec­
onds the thickness of a plated deposi on an)' 
g·ven sample. 

One of the D /sian's nel"/ developments is 
custom-made automated equipment designee o 
selecti•;elj gold plate specific areas o& e ec<,·ca 
contacts or connectors. This eou·pment has 
created a good deal of inte .. est in Ute industry. 

The Sei-Rex " Aodu'e-X'' olating facTzy w ·c 
consists of a series of uni ized modu a'" o af g 
stations was put to good use during the :JaSt year 
by a local mint. A pre-producfon run of .!,000 
sterling silver coins was gold plated in a 8DT510 
orocess utilizing the Sei-P.ex equiomeni: at he 
Rexaale plant for a period of tNo eeks. 

Total sales for 1971 increased 21% o.e' :re 
previous year. The prospects for continued good 
growth and further increased sales appea"" very 
promising for the Set-Rex D v·sion in the 1 ear 
1972. 

CHEMICAL OPE!U""lONS 
G~OSS REVE.HUES 

::c "S 
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The financial results of tl1c Company give effect 
to the statutory amalgamation of Jefferson Lake 
Petrochemicals of Canada Ltd. and New Hooker 
Canada Limited. The amalgamation has been 
accounted for as a pooling of interests. 

Earnings 

Cash income from operations for 1971 a­
mounted to $8,357,000 or $1.37 per share, an 
increase of $2,441,000 or 27% in the per share 
amount over the $5,916,000 or $1.08 per share 
in 1970. 

Consolidated income, before the extraordinary 
item described below, reached $3,770,000 or 
$0.62 per share in 1971, an increase of 
$1,683,000 over the previous year's earnings of 
$2,087,000 or $0.38 per share. 

Net income in 1971 includes an extraordinary 
write-off of $253,000 resulting from a loss of 
$494,000 on the sale of the Coleman sulphur 
plant and an exchange gain of $241,000 realized 
on the conversion into common shares of the 
4112% Note payable to Occidental Petroleum Cor­
poration. Net income after this extraordinary item 
was $3,517,000 or $0.58 per share. 

Revenues 

Revenues for 1971 were $26,713,000, an in­
crease of $2,859,000 or 12% over the 1970 
amount of $23,854,000. The increase in revenues 
resulted primarily from increased sales of chem­
ical products-particularly chlorine and caustic 
soda. 

The contributions to revenues are summarized 
below: 

Increase 
1971 1970 (Decrease) 

Oil and Gas 
operations . $ 5,747,000 $ 6,023,000 $ (276,000) 
Chemical 
operations . 20,966,000 17,831,000 3,135,000 

$26,713,000 $23,854,000 $2,859,000 

expenses 

Total expenses for 1971 increased $1,358,000 
or 7% over 1970. The increase largely reflects 
product costs attributable to additional sales vol­
umes, reorganization expenses and an increase 
in the charge for depletion, depreciation and 
amortization as a result of the increased in·;est­
ment in oil and gas properties during the year. 
Interest charges were significantly reduced during 
1971 as a result of the conversion of long-term 
debt into common shares. 

Changes in Financial Position 

During 1971, working capital increased by 
$4,076,000 to $12,518,000 with $1,990,000 of 
this increase occurring in cash and marketable 
securities. The remainder of the working capital 
increase was mainly attributable to a reduction 
in the current portion of long-term debt and 
accrued interest payable as a result of converting 
certain notes payable to Occidental Petroleum 
Corporation and its subsidiary into common 
shares of the Company. 

Capital expenditures for 1971 amounted to 
$12,213,000, an increase of $6,746,000 over the 
previous year. Major additions in 1971 were the 
acquisition of the Canadian oil and gas properties 
from Occidental Petroleum Corporation and the 
purchase of producing oil properties in the Alida 
and Warmley fields of Saskatchewan. The fol­
lowing table sets forth a summary of capital 
expenditures: 

Oil and Gas Operations 
Exploration and production, 

including purchase of 
producing properties . . 

Acquisition of Occidental's 
Canadian oil and 
gas properties . . 

Chemical Operations . 

1971 1970 

$ 4,505,000 $2,236,000 

7,000,000 

$11,505,000 $2,236,000 
708,000 3,231,000 

$12,213,000 $5,467,000 

Long-term debt was reduced by $7,171,000 in 
1971 primarily as a result of converting certain 
notes payable to Occidental Petroleum Corpora­
lion and its subsidiary into common shares. 
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0 X v CANAOIAN Clnl NT L p 1 ROl f:UM LTD. AND SUOSIOIAHI s 

CONSOLIDATED STATEMENTS OF INCOME 
For the Years ond d December 31, 1911 and 1970 

1971 1970 

REVENUES (Notes 1 and 9). 
(Amou nts in Thousands) 

et $ales and other re\ enues 
Interest • . . . . . . 

COSTS AND EXPENSES (Notes 9 and 10): 

Cost ot products sold <Note 3) . . . 

Selling expenses . . . . . . . 

Ge eral and adm nistrative expenses . 

lnte• est on long-term debt . . . 

Reorganization expenses (Note 1) . 

Other expenses . . . . . . 

INCO E BEFORE INCOME TAXES AND 
EXTRAORDINARY ITEMS . . . . . . . . 

PROV SION FOR INCOME TAXES (Note 6) . . . . 

11'\CO 'E BEFORE EXTRAORDINARY ITEMS (Note 1) . 

EXTRAORDINARY ITEMS: 

Excharge gain on corwers'on of long-term debt (Note 5) . 

Loss on sale of Coleman Plant . . . . . . . . . 

NET INCOME (Notes 1, 3 and 6) . 

EARNINGS PER SHARE (Based on the weighted average 
number of shares outstanding, 1971 - 6,104,660 shares; 
1970- 5,456,436 shares) 

lrcome before extraordinary items . 
Extraordinary items . . . . . 

Net income . . . . . . . . 

Net income, assuming equity accounting for 
imestrrerts U'lote 3) . . . . . . . 

$26,454 
259 --

$26,713 

$19,189 
737 

1,186 
230 
154 

55 

$21,551 

$ 5,162 
1,392 

$ 3,770 

$ 241 
(494) 

$ (253) 

$ 3,517 

$ .62 
(.04) 

$ .58 

$ .55 

The accompanying notes are an integra l part of these statements. 
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$23,545 
309 

$23,854 

$17,810 
728 

1,215 
467 

(27) 

$20,193 

$ 3,661 
1,574 

$ 2,087 

$ 

$ 

$ 2,087 

$ .38 

$ .38 

$ .53 

0 X v CANADIAN OCCIO£tHAL PETFIOLf.UM l.TO AND C!IJB ... IOJAP.IEZ 

~CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 
For the Yea" ended December 31, f971 and 1970 

~ 

1971 1910 

(Amounts in Thousand~) 
FUNDS WERE PROVIDED BY: 

Net income (Notes 3 and 6) . . . . . . . 
Add Items not requiring the outlay of cash 

Depreciation, depletion and amortiLation (Note 4) . 
Deferred income taxes (Note 6) . 
Other non-cash items . . . . . 

Proceeds from common stock issued . . . . . . 
Proceeds on sale of property, plant and equipment . 
Loan from Ontario Development Corporation (Note 5) . 
Other . . . . . . . . . . . . . . 

FUNDS WERE USED FOR: 
Additions to property, plant and equipment­

Acquisition of Occidental's Canadian oil and 
gas properties . . . . . . . . 

Other capital and exploration expenditures 
Reduction in long-term debt (Note 5) 
Other . . . . . . . . . . . . 

INCREASE (DECREASE) IN WORKING CAPITAL 

INCREASE (DECREASE) IN WORKING CAPITAL 
REPRESENTED BY: 

Increase (Decrease) in Current Assets­
Cash and marketable securities . 
Accounts receivable 
Inventories . . . . . 
Prepaid expenses . . . . . 

Increase (Decrease) in Current Liabilities-
Occidental Petroleum Corporation and subsidiaries . 
Accounts payable and accrued liabilities 
Income taxes payable . . . . . . 
Current portion of long-term debt . . 

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

$ 3,517 

4,207 
116 
517 

$ 8357 
14 255 

950 

2 

$23,56A 

$ 7,000 
5,213 
7,171 

10..1 

$19,488 

$ A. 076 

s 1,990 

53 
45 

$ 2.088 

$ (207) 
5781 

(1,203) 

$(1 ,988) 

$ 4,076 

The accompanying notes are an integral part of these statements. 
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(.' 2,087 .. 
3 378 

616 
l65) 

¢ .,. 5,916 

266 
250 
t.B 

$ 6,L20 

$ 
5 <167 
2,157 

290 

$ 7 ,914 

s :,43..1 

s {2,770) 
20 

783 
(13) 

$ (1,980) 

s 149 
(550 

(1,095 
950 

s (546) 

s : . .!3-+ 



OX V l' NAOIAN CCIOf:NTAL PETROl I UM LTD ANO SlJBSIOIARII::S 

CONSOLIDATED BALANCE SHEETS - DECEMBER 31, 1971 AND 1970 

ASSETS 

1971 1970 

CURRE T ASSETS. 
(Amounts In Thousands) 

Cash 'IClud·ng deposit · ece"pts of $3,610 in 1971 
aM $9~6 :n 1970 . . . . . . . . . . . . 

~arketab e sect.Jr·ties, Jt cost which approximates market . 

Accounts receivable -
Trade . . . . . . . . . . . . . . · 
Jo 'It ventures and participants . . . . . . . 
Occidental Petroleum Corporation and Subsidiaries 
I neon e taxes · ecoverabte 
Othe1 . . . . . . . 

lm·entories lNotes 2 and 3) . 
Prepaid expenses . . . . 

Total current assets 

INVESTr..•ENTS AND ADVANCES: 

Pe rogas Process·rg Ltd. (Note 3) . 
Other \1\ote 10) . . . . . . 

PROPERTY, PLANT AND EQUIPME"'JT, at cost (Note 4) . 
less- Accumulated deprec·ation and depletion 

OTHER ASSETS: 

Pre-operating and project development costs being 
amortized over ten years . . . . . . . . 

Debt discou'lt, and financing costs, less amortization 
of $214 (Note 5) . . . . . . . . . . 

Other . . . . . . . . . . . . . . 

$ 4,548 
386 

3,015 
781 
485 

49 
667 

4,097 
158 

$14,186 

$ 1,607 
226 

$ 1,833 

$78,110 
23,440 

$54,670 

$ 203 

113 

$ 316 

$71,005 

The accompanying notes are an integral part of these balance sheets. 

$ 1,861 
1,083 

3,050 
1,025 

318 
604 

4,044 
113 

$12,098 

$ 1,607 
228 

$ 1,835 

$67,623 
19,527 

$48,096 

$ 214 

389 
18 

$ 621 

$62,650 

0 X v CANAIJIArl OCCIOUHAL PCTROLf.:UM LTO AND qJB JOIAP.lEfJ 

CONSOLIDATED BALANCE SHEETS ~ DECEMBER 31, 1971 AND 1970 

LIABILITIES AND SHAREHOLDERS' EQUITY 

1971 1970 

CURRENT LIABILITIES: 
(Amounts in Thousands) 

Occidental Petroleum Corporation and Subsidiaries-
8% demand note 

Trade . . . . 

Accounts payable . 

Accrued liabilities . 

Current portion of long-term debt . 

Total current liabilities 

LONG-TERM DEBT, less current portion (Note 5) . 

DEFERRED INCOME TAXES (Note 6) . 

CONTINGENT LIABILITY (Note 7) 

SHAREHOLDERS' EQUITY: 

Common shares, $1 par value; authorized 15,000,000 
shares; outstanding 6,752,241 in 1971 a'1d 5,456,436 
in 1970 (Note 8) . . . . . . . . 

Capital in excess of par value . . . . . 

Series B share purchase warrants (Note 8) . 

Retained earnings (Notes 3 and 6) . . . 

APPROVED ON BEHALF OF THE BOARD: 

/~/.~-d-
ROBERT A. TEITSWORTH, Director 

W teLLJ 
DAVID B. CHALMERS, Director 

$ 233 

1,060 

350 

25 

s 1,668 

$ 200 

$ 4,977 

$ 6,752 

33,786 

23,622 

$64,160 

$71.005 

The accompanying notes are an integral part of these balance sheets. 

23 

$ 233 

207 

1,573 

415 

1,228 

$ 3,656 

$ 7.371 

$ 4 ,861 

$ 5456 

2l,l95 

5 

20,105 

$40 762 

$62650 



oxv CANADIAN f'll IOENTAL r TROLEUM LTD. ANO SUBStniARIES 

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY 
f nr the Years ended Decem bot 31 , 1971 and 1970 

Common Capital Sorlos B 
Shares In Excess Share 

Par Value Of Par Purchase 
of $1 Value Warrants --

(Amounts in Thousands) 

BALANCES DECEMBER 31, 1969, 
asp E'\itOusly teported 
Jet·~ son Lake> Petrochemicals 

o Canada ltd. . . $2,683 $ 18,186 $ 5 
Amounts aopr-cable to chemical 

companies lNote 1) 2.773 3,010 

BA.LA"\CES, DECEMBER 31, 1969, 

as restated . $5,456 $21,196 $ 5 
Net Income . 

BALANCES. DECEMBER 31, 1970 $5,456 $21,196 $ 5 
Common shares issued in payment for 

Occidental Petroleum Corporation's 
Canadian oil and gas properties . 636 6,364 

Commo'l shares issued on conversion of 
long-terr debt by Occ·dental Petroleum 
Corporaron and Subs diaries (Note 5) . 658 6,578 

Debr dis~ount, and financtng costs being 
amort1zed over the :fe of the long-term 
debt converted ("Jote 5) . . . . . 

(375) 
Common shares issued on conversion of 

Series B share purchase warrants and 
exercise of employee stock options . 

2 18 
Series B share purchase warrants _ 

expired June l, 1971 . 
5 (5) 

Net Income. 

BALANCES, DECEMBER 31, 1971 
$6,752 $33,786 $ 

= 

The accompanying notes are an integral part of these statements. 
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Retained 
Earnings 
(Notes 3 
and 6) 

$ 6,793 

11,225 

$18,018 

2,087 

$20, 105 

3,517 

$23,622 

0 X v CAtlADIAN OCGI[)f NTAL P£rROL£lJM LTD AND tJBSIDIARIE!, 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31 , 19'/1 and 1970 

1. Principles of Consol idation and Reorganization 
The consolidated financial st13tement~ arr~ expre-;serJ in thou-.anrJ-; of Car adi;Jn duffars and 

include the accounts of Canadian Occidental Petroleum Ltd. and its nholl)' onMd sur;~kfaries. A 
intercompany transactions have bf~en eliminated. 

Canadian Occidental Petroleum Ltd. Nas formed Jul1 l 2 1971, a.-; a re:t.t1 of t~ ~=.: -:.'a _. Of'J 
amalgamation of Jefferson Lake Petrochemical!> of Canada _td (" JLP") and r e11 Hoo~"e,.. Co"' ada 
Limited ("Newco"). The amalgamation 'Has part of a pan of reorgan·zation to cor.~b'ne certain 
chemical operations conducted by Canadian subsidiaries of Occidental Petroleum Co' pora+ or; 
("Occidental") with JLP. The plan was approved a a special g~neral meeiing of t e sna•eo ders 
of JLP held June 28, 1971. 

JLP was engaged in Canada in the production and processing 0 1 pe roleum, na•ura gao: and 
sulphur and the exploration and drilling for oil a0d gas. 

The chemical operations were carried on by Hooker Chemicals Limited ("HC.l"), 1-'.oor.e ... Cne-m-­
icals (Nanaimo) Limited ("HCN") and Hooker Parker 'Canada) Lim1 ed (''Parker"). Tr.ey included 
the manufacture and marketing of chlorine and caustic soda, phenolic resins and mo ding com­
pounds and metal-treating chemicals, lubricants and rinses. 

According to the plan of reorganization, the operations of HCL, HCN and Parker Nere trans­
ferred to Newco which was then amalgamated with JLP. 

The t ransactions were accounted for as a pooling of interests, at net book value. 
Immediately following the amalgamation, Canad'an Occidental Petroleum ltd. ·ssued co:n­

mon shares to acquire the Canadian oil and gas properties of Occidental at tllei' fai"' r"la"'ke" ~a u~ 
of $7,000,000 and to convert two notes payable to Occidental ha1ing unpa'd pri:1c na oo ances 
plus accrued interest aggregating $7,200,000. 

Revenues, income before extraord'nary ·rems, and net income ha 'le been restated -"or ~~e }ears 
ended December 31, 1971 and 1970 to give e~ect to tne business comoinatfon o" ..~._.0 'Oil and 
Gas" and Newco "Chemicals". 

1971 1970 

Oil and Oil and 
Gas Chemicals Total Gas Chemicals Tatal 

(Amounts in Thousands) 

Revenues $5,747 $20,966 $26,713 $6,023 $17.831 S23.85~ 

Income Before 
Ext raordinary Items $ 330 $ 3,440 $ 3,770 $ 372 $ 1,715 ~ .,.. 2,087 

Net Income $ 77 $ 3,440 s 3,517 $ 372 $ 1,715 $ 2,087 

The chemical operations of Canadian Occidental Petroleum Ltd. have six ma,or cus<o.....,er-s. 
Sales to these customers are under contracts that expire at various dates up to 1979. In tne years 
ended December 3 1, 1971 and 1970,sales to these major cus;:omers accounted fo ... 59% and 58%, 
respectively, of the total revenues from the chem·cal operat'ons. 

For the purposes of meeting the requirements of Section 126.17 and Regu1ar'on 81 o" e 
Ontario Securities Act, the amalgamated company ·s consdered to be the acqui rer o• : e ama -
gamating companies and the acquisition equation is as follows: 

Net assets at book value of amalgamating compa,ies . . . . . . . . 
On pooling of interests · excess consideration over net assets at boo value . 

Shares issued by amalgamated company- 5,456,436 shares at $11 each . 

(Quoted market value July 12, 1971 - $10%) 

25 

(Amounts in 
Thousands) 

S48 186 
E830 

$50,016 



2. ln\lentori 

lm nt rk · are :.-t:lted t tho IO\\ r of<· 1st (.l'J ldge 01 first-in, first out) 01 mark ' 1. 

Fim hed J: rMu ts • . • . . 
T,Jt-u Jr goods !'lnd field ~u~ pli\ ~ • . • • . • . . • 
\\flt" tn prcx~ess, raw m:tterl Is ttnd mnnu13ctut ing suppl ics . 

3. Petrogas Processing ltd. 

197 1 1970 
(Amounts In Thousand&) 

$2,1?0 $2,434 
1 r)3 255 

I ,224 1,355 - --
$4,097 $4,044 

Petrl'1gJ$ Processing Ltd., a joint venturt! company, was incorporated by the working interest 
0\\ners in the C.1lgJry ti~ld to construct and own t11e plant and field facilities necessary to pro 
ces- fi"ld gas for the recovety of pipeline gas, condensate. liquefied petroleum gases and elemen 
t I !>Ulpl ur. Tl'\e costs incur ed by Petrogas in processing the gas is recovered through a service 
char. to the \\Ork'rg interest owners. Canadian Occidental Petroleum ltd. allocates its share 
of this sen ice charge to sulphur · ecovered and natural gas sold 

Canadian Occidental Petroleum ltd. is the operator of the plant and field facilities and owns 
30.9° of Petrogas P·ocessmg Ltd. The investment in Petrogas is carried at cost and as at Decem­
ber 31. 1911 and 19-o. t~e amount comprised $309.000 in common shares and $1,298 000 in 
subordinate debe11tures due 1987. ' 

Effecti' e 1972. the accounting profession proposes that the equity accounting method would 
be more appropriate tor recording such an investment. If this method had been applied retro­
actl\el). the reported figure for the investment in Petrogas would be increased by $3 043 000 in 
!971 ($3,154,000 in 1970), ~ulphur inventory would be decreased by $466,000 in 197i ($3,50,000 
m 1970) and the 1971 net rncome would be reduced by $227,000 or 3¢ per share (increased 
by $806,000 or 15~ per share in 1970). 

4. Property, Plant and Equipment 
1971 1970 

Accumulated Accumulated 

Cost 
Depreciati on Depreciation 

and Deplet ion Cost and Depletion 

(Amounts in Thousands) 
Chemical plants and equipment $33,658 $14,040 $33,058 $12,257 
Sulphur extraction plants and equipment 2,351 1,166 3,808 1,227 
Oil and gas properties -

leasehold ·nterests, contract rights, 
oevelopmert and exploration costs . 40,224 7,848 29,171 5,750 

Well, ease and other equipment 1,877 386 1,586 293 
$78,110 $23,440 $67,623 $19,527 

All. co.sts a~d ex~nses of acqui~ing, exploring for and developing oil, gas and sulphur reserves 
are. cap1tal1,:~~. mcludmg pre:pr~ductron expen~es, lease facilities and costs of non-producing prop­
ert1:s. Pro~1s1on for deprecratron an~ depletron .of the aggregate unrecovered portion of these 
cos.s has bee:n computed on the ~as1s of the rat1o of the aggregate oil and gas production to the 
aggregate est mateo recoverable oil and gas reserves. 

. Depree ?fOP o~ chemical and sulphur plants and related equipment is provided on the straight-
line oas1s us ng est·mated useful lives. 

In 1970 oepreciation of the sulphur plants was provided on the unit of production method 
oased on total. recover~b e reserves of ~ulphur. The change in the sulphur plant depreciation 
method had an r1r1atenal effect on 1971 rncome. 

The or_iginal cost and a~cumulated depreciation for sulphur and chemical plant assets and 
related equ1pm~nt ~old or drsposed of are cleared from the accounts and any resulting prof it or 
los~. after consrdenng_ salvage value or proceeds from sale, is carried to profit and loss accounts. 
Ma ~te!lance and repa rs are charged to rncome as incurred. Major renewals and betterments are cap tallzed. 
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5. Long-Term Debt 

Non intr.re•,f b' arrng loan from Ontano De ;elop~ncnt Corporal on . 
4•12% ancl 6% Note·, payalJie to Occidr·nt,l Pf~trolcum 

Corporation and SIJbsidiancs 
f>!fil% Mortgage, rcrwyable to February 1972 

less current portion . 

1971 1970 

(Amo mts In Thousands) 

22>:~ 

$ 22~ 

25 
$ 200 

8,347 
2 

'$6 , '599 
1,228 

$7,371 

The Ontario Development Corporation loan is forgi ;able at the rate of $25 000 ps:;r _ :t~,.. to 
1976. In 1976 the entire balance may be forgiven pro1ided that the subsir.J ar1 o.as c;ontJnuo ... dy 
carried on the business of manufacturing chemicals at its plant in Fort Erie, On ar r;, 1r1 a manner 
satisfactory to the Ontario Development Corporation. 

The 4112% and 6% notes payable to Occidental Petroleurr f....O':JOrat1on were cor~u<! .... ~d '11to 
common shares of Canadian Occidental Petroleum ltd. on Ju 'J 12. 1971 and the rema ~.ne.,. of tr.:; 
unamortized debt discount and financing costs of $375,000. pre 1 ously being arwrt1zed o.'=r t""e 
life of the 4112% notes, was charged to Capital in Ezcess of Par Value. 

Under the terms of notes issued by Occidental Petro eum Corpor"tion, the-e a"e resu- cticns 
on the ability of Canadian Occidertal PetroleuM Ltd. to incur certarn types of tund'=d deb· r~e d~ot 
at December 31, 1971 and 1970 did not contratene those restrictions. 

6. Income Taxes 
Drilling, exploration and lease acquisition costs may be deducted for tax purpos~s in arnour~ts 

which may exceed the related depletion provided in the accounts. As a. resu +, .no mcorn~ ta.<es 
were paid for the years ended December 31, 1971 and 1970, by Canadran Occidental Petroleum 
Ltd. or Jefferson l ake Petrochemicals of Canada Ltd. 

As of December 31, 1971, approximately $7,100.000 of drilling, elC'ploraron and lease ac­
quisition costs remain to be applied aga nst future taxable income 

The Accounting and Auditing Research Committee of the Canad·an Institute o" Cra~e-ed 
Accountants has recommended the income tax allocation method of accounting w e'eoy t"'e ~co~e 
tax provision is based on the income reported in the accounts. Management, howeve", ooes no 
consider it appropriate to apply this method to differences in the timing o~ ~~ductions La_: ~x ~no 
accounting purposes with respect to drilling, exporatior a_nd lease acqu1s1< on costs. 1 naS vtew 
conforms with general practice in the Canadian o' .and gas rndustry. . 

If the tax allocation basis had been followed for sucl'l timing differences oe weer :axao e m­
come and reported income, the deferred income t~ provisions would _na:e oeen 51,::35.000 !~r 
1971 and $220,000 for 1970. The accumulated tncome tax reduct ons, r.o• reco,..dea n • e 
accounts, aggregated approximately $8,000,000 as of December 31, 1971. 

Depreciation claimed for tax purposes is greater than th~ deprecia·ion reco'<:!ed i'1 tne 
accounts and the deferred income taxes have been charged agamst tncome and cred ied to De­
ferred Income Taxes. 

The taxes thus deferred were $116,000 in 1971 and $616,000 in 1970. The accurnl.l!ated ae­
ferred taxes as of December 31, 1971 arising from depreciation timing differences is $4 977.000. 

7. Contingent Liability 
Canadian Occidental Petroleum Ltd. may be requ·red under certa·n conait"ons to ma.!(e pay­

ments under guarantee arrangements in connection "" ·~h the_ issuing o' non-'n<erest-beanng, oe­
mand promissory notes deposited with the Federa1 or Pr?vinctal governments. The nores are ela 
as work performance deposits in respect of exploratory r ghts. 

The contingent liability under such arrangements does not exceed $407,000. 

8. Capital Stock and Stock Options 
Under the stock option plan, options granted to certa·n off1ce~ and e~oloyees are .con,·ng_~m 

upon continued employment and are exercisabte on a cumulative basts o. er a ~er od o m·e 
years from the date of grant. Options granted by Jefferson Lake.> Petrochemtcals o Ca0a~a ltd. 
and outstanding at the time of the amalgamation have been assumed by Canad an Occ aema 
Petroleum Ltd. 
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At D embt'r 1, l9il, lr., 4 hares \\<'re r('servcd for issuance tmd ~r outstanding opt
1
ons 

t p rcc f $10.1 aM $11.13 ~er hsn. I uring 1971, no further option W'f granted, options 
f r , ,0 1 . r's bt', nP e tiC: I:; ble at $10. 13 unc1 $J 1.13 p~r sh<1rt', :mct optrorul for 4-10 shares 
\'> r r· nrt:'&!\ed 3t $11.1 p 'r shar ' · 

~ n ':-. B'' \\arr:mt~ to purch:1se , ~ 3 slnres were outstanding ell Dt'Cl'lllhcr 31, 1970. In 
lt 71 , w. mmt to purcha~t"' 1, '7 ~hart'::. WNt' LXt'rcbed and lh' r 'Inclining Wi.lt rtt rlts Pxpired on Junt' 1, 1971. 

9. Inter-Company Transactions 

0 ~ dt"ntal Pt">trolrum Cor por.1tion .md subsidialies render advisory nnd couns011 ing services 
to tht> Comp,uw and its subsicli.'Hies consis~ing primarily of technical, r c~l'<lrct1, <~dm inis_tra live ar;d 
ll113tlle1 ng Sf'rvices. The cost of theSl' s~rvtCL'S ()mounted to $670,000 1n 1971 and $b52,000 m 1970. 

In addition. the chemical OPt J3tions of tht~ Company pPriodically purchase materials from 
nd .::ell materials to Hooke' Chemical Corporation (a subsidiary of Occidental Petroleum Cor­

pomtion). During 19""1 purc"Mst~s amounted to $1.537,000 compared with $1,670,000 in 1970 
and sales \\ere $2,259,000 in 1971 and $912,000 ·n 1970. These purchases and sales were at competitive prices. 

10. Directors and Officers 

1971 1970 
'ur. ber ot a·rectors (he ud 1g past directors) 13 13 

Remuneration as d •ectors $ 12,000 $ 9,000 
umber of offcers . . 10 10 

Remuneration as officers . . . . . $223,000 $217,000 1
umber of officers who are directors . 2 2 

Included in other investments are advances to an officer under the executive stock-purchase 
plan. The advances are evidenced by 5% promissory notes ($86,000 due December 1973 and 
$20,000 due May 1975) which are collateralized by 5,000 shares of Canadian Occidental Petro­
leum Ltd. The sole remedy for non-payment is foreclosure on the collateral; no deficiency judgment 
being recoverab

1
e. The quoted market value of the collateral at February 10, 1972 approximated $50 000. 

11. Subsequent Event 

On Febr1..1ary l, 1972, Canadian Occidental Petroleum ltd. purchased the assets (primarily 
mming cia ms) o~ Occidental Minerals Corporation of CarJada (a wholly-owned subsidiary of Occi­
dental Petro eurn Corporation) for $240,555. 

AUDITORS' REPORT 

To the Shareholders of Canadian Occidental Petroleum Ltd.: 

. We have e~a':llined the <:onsolidated balance sheet of Canadian Occidental Petroleum Ltd. (a Canada corpora-
tron and a su~stdtary of Occtdentai.Petroleum Corporation) and subsidiaries as of December 31, 1971, and the 
related consohd~ted. statements o~ mcome, shareholders' equity and changes in financia l position for the year then 
ended. Our exammatton was made. 10 accordance with generally accepted auditing standards, and accordingly i!"J· clud~ such tests of the account10g records and such other auditing procedures as we considered necessary 10 the Circumstances. 

In our «?Pinion, the accompanying consolidated balance sheet and consolidated statements of income share­
lholders' equrty and chaJ!g~s . in financial position present fairly the financial pos1tion of Canad1an Oc~idental 
Pet!ole_um l~d. and_ ~ubsrd1arres as of December 31, 1971, and the results of their operations and the changes in 
thetr fmanctal ~1t1on. for th~ year then ended, 10 conformity with generally accepted accounting principles apphed on a basts cons1stent wrth that of the precedrng year. 

As drscussed in Note 1 ~o the c~>nsohdated fmancial statements, a reorganization occurred during 1971 that 
was acc~nted for a~ a pool!ng of mterests. For the year ended December 31, 1970, the consolidated financial 
statemen.s of c,anadran Occrdental Petroleum ltd. represent combinations of the financral statements of Jefferson 
La e PetrochemJcals of Canada Ltd. and_ certain subsidiaries of Occidental Petroleum Corporation. The financial 
statements of Jef!;rson Lake Petr~hem1cals of Canada ltd., which represent approximately 54% of the consol r­
dated assets, 2510 of the conso!tdated revenue and 2% of consolidated net income, were examined by other cha~ered accountants. In our OPiniO!J,. th~ amounts ancluded in the consolidated financial statements of Canadian 
Occtdental Petrole~:~m ltd. and s'!bs1dranes for the year ended December 31 1970 have been property compiled •rom the amounts tn the underlymg statements. ' ' 

Calgary, Canada. ARTHUR ANDERSEN & CO. 
February 10, 1972. Chartered Accountants. 
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