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Delivering results worldwide

Finding and Development Costs Daily Oil and Gas Production Cash Flow from Operations
(dollars per boe) (mboe/d) (millions of dollars)

534 986 651 528 422 170 234 248 229 261 766 865 600 780 1,300

' Yemen ' Canada
’ Us. Other

2000 estimates assume WTI oil price of US $24 per barrel.

Corporate Profile

We are Canadian Occidental Petroleum Ltd. (CanadianOxy). Our core business activities include exploration, development,
production and marketing of crude oil and natural gas, and the manufacturing and marketing of sodium chlorate, chlorine
and caustic soda. We operate from a strong base of assets in Yemen, Canada and the Gulf of Mexico. Our core operations
also include a 7.23 per cent interest in the Syncrude Joint Venture in Canada. We aggressively target exploration activities
and operations in the deep waters of the Gulf of Mexico, Yemen, Nigeria, Australia, Indonesia and Colombia. Our chemicals

operations are located throughout North America and, most recently, Brazil.

We conduct our business in an honest, ethical manner and adhere to the highest standards of integrity when dealing with

our stakeholders and the communities where we operate.
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Capital expenditures increased in 1999 due to a full year of construction on the Aurora mine and debottlenecking

of the base plant processing facilities.

Marketing

CanadianOxy is involved in various crude oil and natural gas marketing activities intended to enhance its oil
and gas operations through greater customer satisfaction, market diversification, economies of scale and improved
transportation access. The Company enters into contracts to purchase and sell crude oil and natural gas in order
to gain control over larger quantities than those available from its proprietary production. This exposes the
Company to commodity price risk between the time contracted volumes are purchased and sold. The marketing
operation utilizes energy-related futures, forwards, swaps and options to manage its exposure to commodity
price fluctuations, meet customer needs and for trading purposes. Open positions may exist where not all
contracted purchases and sales have been matched in order to take advantage of market differences. The extent
of exposure under these activities is restricted to prescribed limits and is monitored by a daily value-at-risk
calculation as described under the heading “Market Risks — Commodity Price Risk”. During 1999, CanadianOxy
marketed 373,000 bbls/d of crude oil and 1.8 billion cubic feet per day (bcf/d) of natural gas, of which
255,000 bbls/d and 1.6 bcf/d were acquired from or brokered on behalf of third parties. Net revenue from these

activities, including the related derivative financial instruments, was 28 million in 1999.

Consistent with the Company’s intention and management regarding the revenues to be derived from its
marketing activities, CanadianOxy records the sales and cost of sales on a net basis and includes such amounts
in “Marketing, Interest and Other Income” in the Consolidated Statement of Income. Related accounts receivable
and accounts payable are recorded in the Consolidated Balance Sheet on a gross basis reflecting the full extent

of CanadianOxy’s exposure to credit risk and its obligations.

Chemicals
1999 1998 1997

Production (thousand short tons)

Sodium chlorate 404 399 383

Chlor-alkali (") 330 340 352
Sales (thousand short tons)

Sodium chlorate 404 399 385

Chlor-alkali () 340 313 334
Sales $ 240 $ 258 $ 260
Operating Profit $ 20 $ 54 $ 56
Capital Expenditures $ 18 $ 17 $ 18

Note:

(1) Sales volumes differ from production volumes primarily due to the use of chlorine in the production of muriatic acid and changes in
inventory levels.

CanadianOxy manufactures sodium chlorate and chlor-alkali (caustic soda, chlorine and muriatic acid) in Canada

and sodium chlorate in the United States. Sodium chlorate and caustic soda are sold primarily to the North

American pulp and paper industry, and chlorine is sold to the pulp and paper, water treatment and PVC industries.

Sodium chlorate sales volumes have increased modestly over the past three years with the addition of plant
capacity. However, sales during this period have declined despite volume increases as lower operating rates in
the pulp and paper industry and increasing supply have eroded prices. Chlor-alkali sales volumes increased in
1999 as a result of strong demand for caustic soda in the pulp and paper market. Sales in 1998 were consistent
with 1997 as increased sodium chlorate sales volumes were offset by reduced chlor-alkali volumes and prices

as a result of a weak PVC market and lower pulp and paper industry operating rates.

Operating profit decreased in 1999 primarily as a result of lower product prices and increased electricity costs.

Operating profit was consistent between 1998 and 1997.

Canadian Occidental Petroleum Ltd.



In December 1999, the Company’s chemicals operation acquired sodium chlorate and chlor-alkali facilities in
Brazil for s91 million. Current production capacity from these plants is 39,000 short tons of sodium chlorate,
35,000 short tons of chlorine and 39,000 short tons of caustic soda. The majority of production is sold to a
major pulp and paper manufacturer in Brazil under a long-term contract. Under this contract, prices received
for sodium chlorate and chlor-alkali products will be based on the cost to produce plus a margin. The margin

is determined by market prices for sodium chlorate and chlor-alkali, referenced in United States dollars.

Consolidated Results of Operations
Net Sales

The increase in net sales was attributable to the following:

1999 vs. 1998 1998 vs. 1997

Crude Oil Price $ 282 $ (813)
Volume 11 42

Yemen cost recovery, net of increased profit oil (51) 10

Natural Gas  Price 16 2
Volume (88) 17

Chemicals Price (27) (7)
Volume 9 5

Other 19 3
Increase (decrease) in net sales over prior year $ 171 $ (2412)

Gain on Disposition of Assets

Gains in 1999 relate primarily to the disposition of producing properties in Canada. In 1998, the gains related
to the disposition of the Company’s oil and gas assets in the United Kingdom sector of the North Sea and
producing properties and undeveloped land in Canada. In 1997, the gains related to the disposition of properties

in Canada.

Marketing, Interest and Other Income

Marketing, interest and other income consists of net revenue from marketing activities, interest income and
non-recurring income items. The decrease of $18 million in 1999 as compared with 1998 resulted primarily
from the loss of pipeline tariff revenue from the sale of North Sea assets and a reduction in net revenue from
marketing activities. The increase in 1998 as compared with 1997 was due to an increase in net revenue from

marketing activities.

Operating
On a barrel of oil equivalent basis, conventional production costs for oil and gas properties were $3.11 as compared
to $3.30 in 1998 and $3.13 in 1997. The decrease in 1999 is due to cost reduction initiatives implemented in

1999 and the disposition of high-cost properties.

Chemicals operating costs increased over 1998 due to increased electricity costs and increased maintenance

at the plant sites. The increase in 1998 over 1997 was due to higher electricity costs.

Selling, Administrative and Other
Selling, administrative and other decreased $38 million over 1998. This was a result of reduced staff levels and
cost reduction initiatives implemented in 1999. The 1998 results include a s2o0 million charge for employee

termination costs.

Depreciation, Depletion and Amortization

Depreciation, depletion and amortization decreased by $179 million from 1998. The depletion rate for oil and
gas properties was $5.79 per barrel of oil equivalent, as compared to $6.96 in 1998 (excluding asset write-downs)
and $6.43 in 1997. The decrease over 1998 reflects the impact of lower cost recovery pools in Yemen, reserve
additions, and asset dispositions in Canada. The increase in 1998 over 1997 is a result of the inclusion of a full
year’s depreciation, depletion and amortization on the Wascana assets and a $4o million impairment charge

for the Ejulebe Field in Nigeria.

Canadian Occidental Petroleum Ltd.
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Exploration Expense

1999 1998 1997

Seismic $ 37 $ 45 $ 45
Unsuccessful Drilling 57 90 66
Other 42 52 37
$ 136 $ 187 $ 148

CanadianOxy’s growth strategy includes the exploration for new sources of reserves and production from the
Company’s portfolio of exploration opportunities worldwide. These opportunities include low-risk exploration
projects in Canada and the shallow water of the Gulf of Mexico, and higher risk prospects in Yemen, Nigeria,
Indonesia, Colombia, Australia and the deep water of the Gulf of Mexico. In response to low crude oil prices,
CanadianOxy significantly reduced its exploration program in 1999. The decrease in exploration expense reflects

the reduced capital program.

Interest Expense

Interest expense decreased from 1998 reflecting the impact of reduced levels of indebtedness associated with
the sale of producing properties, the issuance of preferred securities and increased cash flows from operating
activities. At December 31, 1999, CanadianOxy had fixed the interest rates for varying periods on 81 per cent

of its long-term debt at an effective rate of 7.2 per cent.

Provision for Income Taxes

The effective tax rate was 64 per cent in 1999. The higher rate is due to the non-tax deductibility of a portion
of the depletion associated with the Wascana acquisition. In 1999, approximately s130 million of depletion,
depreciation and amortization was expensed for accounting purposes but is not deductible for tax purposes.
The effective rates in 1998 and 1997 were also impacted by non-deductible depletion. Additional information

regarding variations from the expected tax rate is provided in Note 12 to the Consolidated Financial Statements.

Current income taxes were paid in Yemen, Ireland, Nigeria and the Netherlands. In addition, Alternative Minimum

Tax was paid in the United States and Large Corporation Tax was paid in Canada.

Dividends on Preferred Securities
CanadianOxy issued preferred securities in the amount of US $259 million and US s217 million in October
1998 and February 1999, respectively. The increase in dividends on preferred securities during 1999 is due to

the securities being outstanding for a full year and the issuance of preferred securities in 1999.

Liquidity and Capital Resources

Cash generated from operating activities was $716 million as compared to $696 million in 1998 and $877 million
in 1997. The increased operating cash flow in 1999, compared with 1998, reflects the impact of higher crude
oil prices, partially offset by increases in non-cash working capital as a result of higher trade receivable balances.
1998 was lower than 1997 as a result of lower crude oil prices. The Company sold accounts receivable in the
amounts of s120 million, $115 million and $100 million at December 31, 1999, 1998 and 1997, respectively.
These sales advance the collection of non-interest bearing receivables and the proceeds are used to reduce interest-

bearing obligations.

Investing activities used cash of $396 million as compared to s592 million in 1998 and $2,062 million in 1997.
Changes in non-cash working capital reflect the collection of s210 million in proceeds on the disposition of
CanadianOxy’s investment in the United Kingdom sector of the North Sea. Capital expenditures of s703 million
(including acquisitions) were financed from the proceeds of asset dispositions and cash generated from operating

activities. Investing activities in 1997 included the acquisition of Wascana for $1,680 million (net of cash acquired).

During 1999, CanadianOxy reduced short-term borrowings and long-term debt by s425 million. This resulted
from the issuance of preferred securities for net proceeds of s314 million. In addition, cash generated from
operations and asset dispositions in excess of capital expenditures and other financing requirements were used
to reduce debt. Revaluation of US denominated debt facilities to Canadian dollars reduced long-term debt by

$36 million in 1999. The Company’s total net fixed-term obligations at December 31, 1999, which is defined

Canadian Occidental Petroleum Ltd.



as the sum of long-term debt, short-term borrowings and preferred securities less cash and short-term investments,
decreased from 1998 levels by $183 million. Since the acquisition of Wascana in the second quarter of 1997,

CanadianOxy has reduced its net fixed-term obligations by s541 million.

At December 31, 1999, the Company had long-term debt of $1,308 million, none of which is scheduled for
repayment in 2000. During 1999, the Company issued US s225 million of five-year, 7.125 per cent notes and
US s217 million of 49 year, 9.375 per cent preferred securities. The preferred securities provide a solid base
of fixed-rate financing, tax-deductible interest payments and mature in 49 years. They are callable in five years,
providing the Company with significant flexibility to respond to changes in interest rates and commodity prices.
Further flexibility is provided from options which allow the Company to defer interest payments for up to

five years and to settle the deferred interest payments or principal by issuing common shares.

During 1999, CanadianOxy filed two shelf prospectuses, one in Canada for s500 million and one in the United
States for US s500 million. Both of these shelf prospectuses expire in June 2001. The Company currently has

no plans to access the capital markets.

At December 31, 1999, CanadianOxy had unused committed credit facilities of approximately s1.4 billion and
undrawn short-term operating loan facilities of $191 million. The Company also had an authorized commercial

paper program of s5oo million which is supported by unused lines of credit.

On March 1, 2000, the Company entered into an agreement (the “Agreement”) to repurchase 20 million of its
common shares for s592 million. The Company plans to use available cash and existing credit facilities to
finance the purchase as described in Note 16 to the Consolidated Financial Statements. Following the repurchase,

the Company will have approximately s8oo million of unused committed credit facilities.

The Company expects that cash generated from operating activities and existing committed borrowing capacity,
after the repurchase of shares, will be sufficient to fund its 2000 capital program and meet financial obligations

as they become due.

The Company declared common share dividends of so0.30 per common share in each of the years 1999, 1998

and 1997.

Foreign Investments

Portions of CanadianOxy’s assets are located in countries outside North America, some of which may be considered
politically and economically unstable. These assets and the related operations are subject to the risk of actions
by governmental authorities and insurgent groups. It is CanadianOxy’s policy to conduct its business so as to
minimize such risks. At December 31, 1999, the carrying value of CanadianOxy’s identifiable assets in countries

outside North America aggregated approximately $718 million or 17 per cent of the Company's total assets.

The United States dollar is the functional currency of the Company’s foreign operations. Capital expenditures,
operating costs and revenues earned in these foreign locations are principally transacted in United States dollars.
The Company has no material exposure to highly inflationary foreign currencies. In addition, there are no

restrictions on accessing cash generated in any foreign operation.

Market Risks

In the normal course of its business, the Company is exposed to a variety of market risks, including fluctuations
in commodity prices, foreign currency exchange rates and interest rates. CanadianOxy manages these risks by
operating in a manner intended to minimize its exposure to the extent practical, and through the periodic use
of derivative financial instruments and derivative commodity instruments (collectively “derivative instruments”).
The Company’s financial risk profile at December 31, 1999 and its management thereof is described in Note 7

to the Consolidated Financial Statements.

CanadianOxy has formal written policies relating to the use of derivative instruments. The exposure relating
to outstanding derivative instruments held in connection with marketing activities is restricted to prescribed
limits and is monitored by a daily value-at-risk calculation. The use of derivative instruments for other purposes
must be approved by the Chief Executive Officer and, in excess of prescribed limits, by the Board of Directors.
The Finance Committee of the Board of Directors reviews the results of derivative activities and all outstanding

positions on a regular basis.

Canadian Occidental Petroleum Ltd.
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Commodity Price Risk

Prices received for crude oil and natural gas are impacted in varying degrees by factors outside the Company’s
control. Crude oil prices are influenced by worldwide factors such as OPEC actions, political events and supply
and demand fundamentals. In addition, quality differential price adjustments are also influenced by local market
supply and demand fundamentals. Natural gas prices are generally influenced by local market supply and demand
fundamentals, although Canadian and United States markets are now more closely linked as new export capacity
has been added in Canada. The majority of the Company’s production is sold under short-term contracts thereby
exposing CanadianOxy to short-term price movements. As described in Note 7 to the Consolidated Financial

Statements, CanadianOxy may occasionally use derivative instruments in its management of such risks.

Based on the results of operations, production levels and the Canadian to United States dollar exchange rate
for the year ended December 31, 1999, a US s1.00/bbl decrease in crude oil prices would have decreased net
income by approximately $38 million, and a US so.10/mcf decrease in North American natural gas prices would

have decreased net income by approximately s7 million.

CanadianOxy’s marketing activities also expose the Company to commodity price risk. The exposure is managed
by generally matching contracted purchases and sales, and through the use of derivative instruments comprising
futures, forwards, swaps and options. In addition, derivative instruments are also used for trading purposes.
The extent of exposure is restricted to prescribed limits and is monitored by a daily value-at-risk (VAR) calculation.
This represents the maximum potential loss that can be expected from current values under normal market
conditions for a given period of time. The Company’s VAR calculation uses a two-day time period, representing

the time period necessary to unwind a position, and a 95 per cent confidence level.

At December 31, 1999, the VAR for marketing activities was $3 million and ranged from a low of $2 million
to a high of s10 million during 1999. Although VAR is a reasonable measure of exposure, it does not represent

the maximum possible loss, nor is it necessarily indicative of actual results which may occur.

Foreign Currency Rate Risk

A substantial portion of CanadianOxy’s operations is exposed to short-term fluctuations in the Canadian to
United States dollar exchange rate. Revenues, expenses and capital expenditures of operations outside Canada
are principally denominated in United States dollars. In addition, crude oil and a portion of natural gas prices
received from Canadian-based operations are referenced to United States dollar denominated prices. Also,
CanadianOxy borrows on a short-term and long-term basis in United States dollars. CanadianOxy’s net

investments in operations outside Canada are exposed to longer-term fluctuations in the exchange rate.

The Company manages its exposure to exchange rate fluctuations by generally matching United States dollar
denominated cash inflows with similarly denominated cash requirements. Since the timing of cash inflows
and outflows is not necessarily interrelated, particularly regarding capital expenditures, CanadianOxy maintains
revolving United States dollar borrowing facilities which can be utilized or repaid depending on the net cash
flows. In addition, CanadianOxy maintains long-term United States dollar denominated borrowings which it
designates as a hedge against its net investments in foreign operations. CanadianOxy occasionally utilizes
derivative financial instruments to effectively convert future cash flows from Canadian to United States dollars
or vice versa. Information regarding CanadianOxy’s foreign currency net investments, borrowings and related

derivative financial instruments is provided in Note 7 to the Consolidated Financial Statements.

Based on the foreign exchange rate, results of operations, and levels of production and borrowings at and for
the year ended December 31, 1999, a one cent increase in the Canadian to United States dollar exchange rate

would have decreased net income by approximately s9 million.

Interest Rate Risk

CanadianOxy is exposed to fluctuations in short-term interest rates as a result of the use of floating rate debt
and, to a lesser extent, the use of derivative financial instruments as their market value is sensitive to interest
rate fluctuations. The Company maintains a portion of its debt capacity in revolving, floating rate bank facilities
with the remainder issued in fixed rate borrowings. To minimize its exposure to interest rate fluctuations, the
Company occasionally enters into interest rate swap agreements and exchange contracts to effectively fix the

interest rate on floating rate debt.
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At December 31, 1999, the Company had $9 million of short-term borrowings and s241 million of floating rate
long-term debt, net of derivative financial instruments. Subsequent to year-end, the Company plans to increase
the amount of floating rate debt by approximately s592 million to repurchase shares, as described in Note 16

to the Consolidated Financial Statements.

Based on CanadianOxy’s floating rate long-term debt, short-term borrowings and derivative financial instruments
at December 31, 1999, a one per cent increase in interest rates would have decreased net income by approximately
s1 million. Following the repurchase of shares, a one per cent increase in interest rates would have decreased

net income by approximately s4 million.

Environmental Expenditures

The Company’s worldwide operations are subject to increasingly stringent government laws and regulations.
These laws and regulations generally require the Company to remove or remedy the effect of its activities on
the environment at present and former operating sites, including dismantling production facilities and
remediating damage caused by the disposal or release of specified substances. The Company operates in a manner
intended to ensure that its projects around the world meet appropriate environmental standards and believes

that its operations comply in all material respects with applicable environmental regulations.

Of significance to the chemicals operations are regulations which apply to its pulp and paper customers. In
British Columbia, current regulations allow discharge of 1.5 kg of adsorbable organically bound halogens (AOX)
per tonne of pulp produced. This limit decreases to zero in 2002. Consequently, the use of chlorine as a bleaching
agent is under pressure as customers move to elemental chlorine-free pulp bleaching. Other Canadian provinces
and the United States have established more reasonable, science-based AOX levels which the pulp and paper
industry can meet with the use of sodium chlorate as the bleaching agent. The chemicals industry is working
with the Canadian Chlorine Coordinating Committee, the Chlorine Chemistry Council and the pulp and paper
industry to have the Province of British Columbia reassess its position. The Government of Canada is working

with the industry to manage, rather than eliminate, the use of chlorinated substances.

CanadianOxy has received orders under the British Columbia Waste Management Act to conduct a comprehensive
remediation program including soil and ground water remediation with respect to its former chlor-alkali plant
site at Squamish, British Columbia. The orders are within the scope of contemplated and accrued environmental

remediation requirements for the former plant site and do not constitute a fine or penalty upon the Company.

At December 31, 1999, s145 million has been provided in the accounts for future dismantlement and site
restoration costs which are currently estimated to be approximately $370 million for all of CanadianOxy’s oil
and gas and chemicals facilities. The Company periodically performs internal and external assessments of its
operations and adjusts its estimate and annual provision accordingly. During 1999, CanadianOxy recorded a
provision for future dismantlement and site restoration costs of $25 million (1998 — $22 million; 1997 -
s20 million). Actual capital expenditures for the year amounted to s10 million (1998 — $11 million). It is anticipated

that actual capital expenditures in 2000 will increase to approximately s20 million.

New Accounting Pronouncements

During 1997, the Canadian Institute of Chartered Accountants issued a new standard on “Accounting for Income
Taxes”. The requirements of the new standard are similar to United States Financial Accounting Standard
Statement No. 109, as described in Note 15 to the Consolidated Financial Statements. However, upon adoption,
the standard allows the increase relating to Property, Plant and Equipment to be charged to retained earnings.
The standard must be adopted in the first quarter of 2000. The impact on the Company’s financial statements

is currently under review.

In June 1998, the Financial Accounting Standards Board issued Statement No. 133 “Accounting for Derivative
Instruments and Hedging Activities”. The statement requires an entity to recognize all derivatives as either
assets or liabilities in the balance sheet and measure those instruments at fair value. The recognition of the
gains or losses depends on the intended use of the derivative instrument. The standard must be adopted on
or before the end of the first quarter of 2001. The impact on the Company’s financial statements has not

been determined.

Canadian Occidental Petroleum Ltd.
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Outlook

During 2000, CanadianOxy expects its production to increase by approximately 14 per cent to 261,000 barrels
of oil equivalent per day. Oil production is anticipated to average 220,000 barrels per day, up 14 per cent from
1999, while natural gas production volumes are expected to average 314 million cubic feet per day, a 13 per
cent increase as compared with 1999. Actual production rates in 2000 will depend upon numerous factors

including the level of capital expenditures, drilling success and the availability of transportation.

Capital expenditures in 2000 will ultimately be dependent on crude oil prices. At an assumed price of US $20.00
per barrel for WTI, net cash from operating activities will be sufficient to fund a capital program of approximately
$880 million. The Company plans to use additional cash generated from operating activities to repay debt. The
actual amount of debt repaid and capital expenditures will vary in 2000 depending on crude oil prices and
other related economic factors.

Approximately 6o per cent of oil and gas expenditures in 2000 are budgeted for development activities while
the remaining 40 per cent will be directed at exploration activities. Development expenditures are budgeted
primarily for projects in Canada, Yemen and the Gulf of Mexico. Exploration expenditures in 2000 will be focused
on acquiring seismic and drilling in Canada, Yemen, the Gulf of Mexico, Nigeria, Australia, Colombia and
Indonesia. The exploration program budgeted for 2000 is the largest in the history of the Company. The level

of success of this program could significantly impact earnings in 2000.

Special Note Regarding Forward-Looking Statements

Certain statements in this report, including those appearing under the caption “Management’s Discussion and
Analysis of Financial Condition and Results of Operations”, constitute “forward-looking statements” within the
meaning of the United States Private Securities Litigation Reform Act of 1995, Section 21E of the United States
Securities Exchange Act of 1934, as amended, and Section 27A of the United States Securities Act of 1933, as

amended. Such statements are generally identifiable by the terminology used such as “plan”, “expect’, “estimate”,

“budget” or other similar words.

The forward-looking statements are subject to known and unknown risks and uncertainties and other factors
which may cause actual results, levels of activity and achievements to differ materially from those expressed
or implied by such statements. Such factors include, among others: market prices for oil and gas and chemicals
products; the ability to produce and transport crude oil and natural gas to markets; the results of exploration
and development drilling and related activities; foreign currency exchange rates; economic conditions in the
countries and regions in which the Company carries on business; actions by governmental authorities including
increases in taxes, changes in environmental and other regulations, and renegotiations of contracts; political
uncertainty, including actions by insurgent groups or other conflict and the negotiation and closing of material
contracts including, but not limited to, the Agreement. The impact of any one factor on a particular forward-
looking statement is not determinable with certainty as such factors are interdependent upon other factors,
and management'’s course of action would depend upon its assessment of the future considering all information
then available. In that regard, any statements as to future crude oil, natural gas or chemical production levels,
cost recovery oil revenues and the Company’s share of production from operations in Yemen, capital expenditures,
the allocation of capital expenditures to exploration and development activities, sources of funding for its capital
program, drilling of new wells, demand for chemical products, expenditures and allowances relating to
environmental matters, dates by which certain areas will be developed or will come on-stream, dates by which
transactions are expected to close, cash flows, debt levels and changes in any of the foregoing are forward-
looking statements, and there can be no assurance that the expectations conveyed by such forward-looking

statements will, in fact, be realized.

Although the Company believes that the expectations conveyed by the forward-looking statements are reasonable
based on information available to it on the date such forward-looking statements were made, no assurances
can be given as to future results, levels of activity and achievements. All subsequent forward-looking statements,
whether written or oral, attributable to the Company or persons acting on its behalf are expressly qualified in

their entirety by these cautionary statements.
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Global Results

Management’s Report

The Management of Canadian Occidental Petroleum Ltd. (CanadianOxy) is responsible for the integrity of its
reported financial data. Fulfilling this responsibility requires the preparation and presentation of consolidated
financial statements in accordance with generally accepted accounting principles in Canada. Management uses
internal accounting controls, offers guidance through corporate-wide policies and procedures, and exercises
its best judgement in order that such statements present fairly the consolidated financial position, results of
operations and cash flows of CanadianOxy. The financial information contained elsewhere in this report has
been reviewed to ensure consistency with that in the Consolidated Financial Statements.

In order to gather and control financial data, CanadianOxy has established accounting and reporting systems
supported by internal controls and an internal audit program. Management believes that the existing internal
controls provide reasonable assurance that assets are safeguarded against loss from unauthorized use or
disposition and that the records are reliable for preparing consolidated financial statements and other data,
and maintaining accountability for assets.

(signed) (signed)

Victor J. Zaleschuk Marvin F. Romanow

President and Senior Vice President, Finance and
Chief Executive Officer Chief Financial Officer

March 1, 2000

Auditors’ Report
To the Shareholders of Canadian Occidental Petroleum Ltd.:

We have audited the consolidated balance sheet of Canadian Occidental Petroleum Ltd. as at December 31, 1999
and 1998 and the consolidated statements of income, cash flows and shareholders’ equity for each of the three
years in the period ended December 31, 1999. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position
of the Company as at December 31, 1999 and 1998 and the results of its operations and its cash flows for each
of the three years in the period ended December 31, 1999 in accordance with generally accepted accounting
principles in Canada.

(signed)
Calgary, Alberta Arthur Andersen LLP
January 28, 2000, except as to Chartered Accountants

Note 16 which is as of
March 1, 2000
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Notes to Consolidated Financial Statements

(tabular amounts in millions except as otherwise noted)

1. Accounting Policies

The Consolidated Financial Statements are prepared in accordance with generally accepted accounting principles in
Canada. The preparation of financial statements requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
Consolidated Financial Statements, and revenues and expenses during the reporting period. Actual results could differ
from those estimated.

Principles of Consolidation

The Consolidated Financial Statements include the accounts of Canadian Occidental Petroleum Ltd. and subsidiary
companies and partnerships in which it has a controlling interest (CanadianOxy or the Company). All subsidiary
companies are wholly owned. The consolidated chemicals partnerships are 85 per cent owned (see Note 16). All material
intercompany accounts and transactions have been eliminated. Substantially all exploration, development and production
activities related to oil and gas and the Syncrude Joint Venture are conducted jointly with others and, accordingly,
the accounts reflect only CanadianOxy’s proportionate interest in such activities.

Inventories and Supplies
Inventories and supplies are stated at the lower of cost or net realizable value. Cost is determined on the first-in first-
out method or average basis.

Property, Plant and Equipment

CanadianOxy follows the successful efforts method of accounting for oil and gas exploration and development activities.
Acquisition costs of resource properties, exploratory drilling costs and all development costs are capitalized. The costs
of exploratory wells found to be dry and all other exploration costs are charged to operations.

The capitalized cost of resource properties and facilities, producing wells and the Syncrude plant are depleted or
depreciated using the unit-of-production method over remaining proved reserves. The cost of other plant and equipment
is capitalized and depreciated using the straight-line method based on the estimated useful lives of the assets, which
range principally from three to 25 years. Improvements that increase capacity or extend the useful lives of these assets
are capitalized. Unproved properties are amortized at rates determined in accordance with experience. All property,
plant and equipment are periodically evaluated and, if conditions warrant, an impairment provision is provided.

Future dismantlement and site restoration costs for resource properties, facilities, production platforms and pipelines,
chemical manufacturing facilities and the Syncrude Joint Venture are provided using either their associated proved
reserves or their estimated remaining lives. Costs are based on engineering estimates of the anticipated method and
extent of site restoration in accordance with current legislation, industry practices and costs. The annual provision
for dismantlement and site restoration is included in depreciation, depletion and amortization.

Carried Interest

Production generated from the Masila Block Development Project (the Project) in Yemen is segregated by the terms
of the Agreement for Petroleum Exploration and Production (the Agreement) between the Government of Yemen
(the Government) and CanadianOxy and the other Masila Block participants. Production is divided into Cost Recovery
Oil and Profit Oil. Cost Recovery Oil provides for the recovery of operating, exploration and development costs in
accordance with a formula and is limited to a maximum of 40 per cent of production during each fiscal year. Costs
not actually recovered in any year may be carried forward for recovery in future years, and are included in property,
plant and equipment in the Consolidated Balance Sheet.

Profit Oil is that portion of production remaining after deducting Cost Recovery Oil. Profit Oil is deliverable to both
the Government and the Masila Block participants on a sliding scale basis based on production rates. CanadianOxy’s
“Working Interest” in the Project is equivalent to the percentage of Profit Oil deliverable to it over the life of the
Project and is accounted for using the successful efforts method of accounting.

Profit Oil which is attributable to the Government is considered to be the Government’s “Deemed Interest”. This includes
an amount in respect of all Yemen income taxes payable by CanadianOxy and the other Masila Block participants
under the laws of Yemen.
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Under the terms of the Agreement, CanadianOxy and the other Masila Block participants fund the Government'’s
share of exploration, development and operating costs. Cost Recovery Oil delivered to CanadianOxy includes a “Carried
Interest” component from which CanadianOxy will recover the Government’s share of exploration, development and
operating costs incurred on the Government’s behalf by CanadianOxy. Amounts received pertaining to the Government’s
Carried Interest are included as revenue and are offset by the actual recoveries representing firstly, the Government’s
share of the current year’s operating costs and secondly, the Government’s share of exploration and development
costs. Recoveries of capitalized Carried Interest costs are shown as depreciation or depletion expense.

Production Overlifts and Underlifts

Crude oil and natural gas lifted and sold by CanadianOxy above or below its working interest share in resource properties
results in production overlifts and underlifts. Revenues are recorded in accordance with the entitlement method under
which overlifts are recorded as liabilities and underlifts are recorded as assets. Settlement will be in kind when the
liftings are equalized or in cash when production ceases.

Income Taxes

The deferral method of tax allocation accounting is followed under which the income tax provision is based on the
results of operations reported in the accounts. The difference between the income tax provision and taxes currently
payable is reflected as deferred income taxes. Such deferred income taxes have arisen principally due to the differences
in the timing of deductions taken for exploration, development and dismantlement and site restoration costs for income
tax purposes and the related depreciation, depletion and amortization expense recorded in the financial statements.

Deferred foreign withholding taxes are not provided on the undistributed earnings of foreign incorporated subsidiaries
as it is CanadianOxy’s intention to invest such earnings indefinitely in foreign countries.

Net Income (Loss) per Common Share
Net income (loss) per common share is based on the weighted average number of common shares outstanding during
each year and net income (loss) after deducting dividends on preferred securities, net of income taxes.

Foreign Currency Translation

The assets and liabilities of foreign operations considered financially and operationally independent are translated
into Canadian dollars from their functional currencies using exchange rates at the balance sheet dates. Revenue and
expense items are translated using the average rates of exchange throughout the year. Gains and losses resulting from
this translation process are deferred and included in the cumulative foreign currency translation adjustment in
shareholders’ equity.

Transactions and monetary balances denominated in a currency other than a functional currency are translated into
the functional currency using month-end exchange rates. Gains and losses arising from this translation process are
included in income.

Foreign denominated long-term monetary liabilities of Canadian operations are translated using exchange rates at
the balance sheet dates. CanadianOxy has designated its United States dollar denominated net debt as a hedge against
its net investment in United States dollar-based self-sustaining foreign operations and, accordingly, gains and losses
resulting from the translation of the net debt are deferred and included in the cumulative foreign currency translation
adjustment in shareholders’ equity.

Capitalized Interest
Interest is capitalized on qualifying assets until put into service, using either the interest rate on borrowings specifically
associated with the asset or, if no such specific borrowings exist, the weighted average interest rate on all other borrowings.
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Derivative Financial Instruments and Derivative Commodity Instruments
CanadianOxy utilizes derivative financial instruments and derivative commodity instruments (collectively “derivative
instruments”) for both non-trading and trading purposes.

CanadianOxy utilizes derivative instruments for non-trading purposes in its management of exposures to fluctuations
in commodity prices, foreign currency exchange rates and interest rates as described in Note 7. Hedge accounting is
used when there is a high degree of correlation between price movements in the derivative instrument and the item
designated as being hedged. Gains and losses on derivative instruments used for hedging purposes are recognized
in the same period as the hedged item and are recorded in the Consolidated Statement of Income in the same manner
as the hedged item. If correlation ceases, hedge accounting is terminated and future changes in the market value of
the derivative instruments are recognized as gains or losses in the period of change.

CanadianOxy’s marketing operation utilizes energy-related futures, forwards, swaps and options to manage its exposure
to commodity price fluctuations, meet customer needs and for trading purposes. Derivative instruments used in
connection with the marketing operation are accounted for using the mark-to-market method of accounting, under
which changes in the market value of derivative instruments are recognized as gains or losses in the period of change.
Gains and losses on financial instruments are recorded in marketing, interest and other income in the Consolidated
Statement of Income.

The cash flow impact of derivative instruments is reflected as cash flows from operating activities in the Consolidated
Statement of Cash Flows. See Note 7 for a further discussion of CanadianOxy’s use of derivative instruments.

Employee Benefits

The Company accrues its obligations under employee benefit plans. The cost of pension benefits earned by employees
in defined benefit pension plans is actuarially determined using the projected benefit method prorated on service
and management’s best estimate of expected plan investment performance, salary escalation and retirement ages of
employees. For the purpose of calculating the expected return on plan assets, assets are measured at fair value. Past
service costs arising from plan amendments, and net actuarial gains and losses which exceed 10 per cent of the greater
of the benefit obligation and the fair value of plan assets are amortized on a straight-line basis over the expected
average remaining service life of the employee group.

Cash and Short-Term Investments
Cash and short-term investments include instruments with a maturity of three months or less when purchased.

2. Affiliates

Occidental Petroleum Corporation and its subsidiaries (Occidental) own approximately 29 per cent of the common
shares of CanadianOxy. Subsequent to year end, Occidental entered into an agreement to sell its entire interest to a
third party and the Company, as described in Note 16.

In the normal course of operations, CanadianOxy sells and purchases products and services to or from Occidental,
all of which are at market prices. During 1999, 1998 and 1997, such transactions were not material and at December 31,
1999 and 1998, there were no material amounts owing to or due from Occidental.

3. Acquisitions

(a) Chemicals Operations
On December 17, 1999, CanadianOxy acquired a sodium chlorate and chlor-alkali facility, located in Brazil, for cash
consideration of US $61 million (s91 million). The results of operations have been consolidated since that date.

(b) Wascana Energy Inc. (Wascana)

Effective April 14, 1997, CanadianOxy acquired all of the issued and outstanding common shares of Wascana.
The aggregate amount required to purchase all the common shares and to pay the related fees and expenses was
approximately $1.7 billion. The acquisition was financed by long-term credit facilities.
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The acquisition was recorded using the purchase method of accounting whereby the results of operations were included
from April 15, 1997, and the assets acquired and liabilities assumed were recorded at their fair values. The allocation
of the purchase price was as follows:

Current Assets (including cash of $42 million) $ 256
Property, Plant and Equipment 2,091
Other Assets 10
Current Liabilities (192)
Long-Term Debt (393)
Dismantlement and Site Restoration Allowance (20)
Other Deferred Credits and Liabilities (30)

$ 1,722

The following unaudited pro forma financial information combines the consolidated results of operations of
CanadianOxy and Wascana as if the acquisition had occurred on January 1, 1997, after giving effect to certain adjustments
including increased depreciation, depletion and amortization to reflect the value assigned to Wascana's property, plant
and equipment, increased interest expense relating to debt issued to fund the acquisition, and income tax effects.
This pro forma financial information does not necessarily reflect the results of operations as they would have been
if CanadianOxy had controlled Wascana during such periods and is not necessarily indicative of results that may be
obtained in the future.

1997

Revenues $ 1,882

Net Income in Accordance with Canadian Principles $ 104

Net Income per Common Share in Accordance with Canadian Principles $ 0.76

Net Income in Accordance with United States Principles $ 101

Net Income per Common Share in Accordance with United States Principles $ 0.74
4. Accounts Receivable

1999 1998

Trade $ 399 $ 307

Non-Trade 20 234

419 541

Allowance for Doubtful Accounts (1) ®)

$ 418 $ 538

At December 31, 1998, non-trade receivables included s210 million from the sale of oil and gas assets in the United Kingdom.

5. Inventories and Supplies

1999 1998

Finished Products $ 40 $ 12
Work in Process 5 4
Field Supplies 76 94
$ 121 $ 110
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6. Property, Plant and Equipment

1999 1998

Accumulated Accumulated

Depreciation Depreciation
Depletion and Net Book Depletion and Net Book
Cost Amortization Value Cost Amortization Value

Oil and Gas

Yemen $ 520 $ 374 $ 146 $ 532 $ 357 $ 175
Yemen Carried Interest 885 803 82 889 796 93
Canada 2,513 871 1,642 2,423 669 1,754
United States 1,062 597 465 1,077 Seill 546
Nigeria 193 80 113 193 50 143
Other Countries 187 30 157 93 24 69
Marketing 126 30 96 124 19 105
5,486 2,785 2,701 5E33| 2,446 2,885
Syncrude Joint Venture 410 125 285 358 115 243
Chemicals 614 231 383 508 209 299
Corporate and Other 62 22 40 48 16 32
$ 6,572 $ 3,163 $ 3,409 $ 6,245 $ 2,786 $ 3,459

Capitalized costs relating to unproved properties and projects that are under construction or development are not
depreciated, depleted or amortized. Included in the above table are oil and gas assets amounting to s203 million (1998
— 5128 million) which are not being depreciated, depleted or amortized.

Portions of CanadianOxy’s oil and gas and chemicals assets are located outside North America. These assets and the
related operations are subject to the risk of actions by governmental authorities and insurgent groups. It is CanadianOxy’s
policy to conduct its business so as to minimize such risks.

7. Financial Instruments and Financial Risk Management

The nature of CanadianOxy’s operations and the issuance of long-term debt exposes the Company to fluctuations in
commodity prices, foreign currency exchange rates and interest rates. CanadianOxy manages these risks by operating
in a manner intended to minimize its exposure to the extent practical, and to a lesser extent through the periodic
use of derivative instruments. In addition, CanadianOxy’s marketing operation utilizes energy-related futures, forwards,
swaps and options to manage its exposure to commodity price fluctuations, meet customer needs and for trading
purposes. The Finance Committee of the Board of Directors reviews the results of derivative activities and all outstanding
positions on a regular basis.

(a) Commodity price risk management

CanadianOxy generally sells its crude oil and natural gas under short-term market-based contracts. Occasionally,
derivative instruments may be used to manage the price risk associated with crude oil and natural gas sales. During
1999, 1998 and 1997, CanadianOxy utilized derivative instruments to effectively fix the prices and differentials on
crude oil and natural gas sales, however, these did not have a significant impact on the results of operations. At December
31, 1999, CanadianOxy held derivative instruments which fix the differential on 12 thousand barrels per day of heavy
oil production in 2000. At December 31, 1999, the fair value of these instruments was $(8) million (1998 — $(22) million).

CanadianOxy’s marketing operation is involved in various crude oil and natural gas marketing activities intended to
enhance its oil and gas operations through greater customer satisfaction and market diversification, economies of
scale and improved transportation access. The Company enters into contracts to purchase and sell crude oil and natural
gas in order to gain control over larger quantities than are available from its proprietary production. This activity
exposes the Company to commodity price risk between the time contracted volumes are purchased and sold. The
marketing operation utilizes energy-related futures, forwards, swaps and options to manage its exposure to commodity
price fluctuations, meet customer needs and for trading purposes. The extent of exposure under these activities is
restricted to prescribed limits and is monitored by a daily value-at-risk calculation. During 1999, net revenue from
these activities, including the related derivative instruments, was $28 million (1998 — $34 million; 1997 — $17 million)
and at December 31, 1999, the value-at-risk was $3 million (1998 — $8 million).

46  Canadian Occidental Petroleum Ltd.



(b) Foreign currency rate risk management

A substantial portion of CanadianOxy’s activities are transacted in, or referenced to, United States dollars. Revenues,
expenses, capital expenditures and related net assets of operations outside Canada are primarily United States dollar
denominated. Crude oil and a portion of the natural gas prices received from Canadian-based operations are referenced
to United States dollar denominated prices. Also, CanadianOxy borrows on a short-term and long-term basis in United
States dollars. CanadianOxy does not have any material exposure to highly inflationary foreign currencies.

CanadianOxy manages its exposure to fluctuations in the United States to Canadian dollar exchange rate by operating
in a manner which minimizes the need to convert between the two currencies. Net revenue from foreign operations
together with United States dollar denominated borrowings are used to fund United States dollar denominated capital
expenditures and debt repayments. Derivative instruments may occasionally be used to effectively convert future
cash flows from United States to Canadian dollars or vice versa.

At December 31, 1999 and 1998, CanadianOxy held the following foreign denominated net investments, long-term
debt and preferred securities:

1999 1998

United States Dollar Denominated
Net Investments in Foreign Operations UsS $744 US $662
Long-Term Debt US $462 UsS $412
Preferred Securities US $476 US $259

At December 31, 1999, CanadianOxy held the following foreign currency related derivative instruments:

Foreign Exchange Contract Related to Long-Term Debt
Amount Receivable Amount Payable Maturity Date

Exchange Contract Cdn $50 US $37 November 2006

This contract represents an obligation to exchange principal and interest amounts between CanadianOxy and the
counterparty. Details regarding this contract and the obligation to which it relates are described in Note 8.

Foreign Exchange Contracts Related to Future Sales in 2000
Contract Amount to Sell US $68
Weighted Average Contractual Exchange Rate (US$/Cdn$) $0.7073

These contracts represent obligations to exchange United States dollars for Canadian dollars at fixed exchange rates.

(c) Interest rate risk management
CanadianOxy manages its exposure to interest rate risk through a combination of fixed and floating rate borrowings,
and the periodic use of derivative instruments.

At December 31, 1999, CanadianOxy had fixed the interest rates on 81 per cent (1998 — 77 per cent) of its long-term
debt at an effective average rate of 7.2 per cent (1998 — 7.1 per cent) through fixed rate borrowings and the following
derivative instrument:

Principal Amount Effective Rate Maturity Date

Exchange Contract US $37 6.75% November 2006

The exchange contract represents an obligation to exchange principal and interest amounts between CanadianOxy
and the counterparty.

(d) Credit risk
A substantial portion of the Company’s accounts receivable are with customers in the oil and gas industry and are
subject to normal industry credit risk.
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(e) Fair value of financial instruments, including derivative instruments

The fair value of long-term debt and preferred securities at December 31, 1999 was $1,876 million (1998 — $1,733 million).
The estimated fair value of long-term debt and preferred securities is based on public trading values where available,
or where not available, on values for similarly traded instruments with similar features. The carrying value of cash
and short-term investments, amounts receivable and short-term obligations approximates their fair value because of
the near-term maturity of those instruments. The fair value of unrecognized derivative instruments at December 31,
1999 was $(11) million (1998 — s(60) million).

8. Long-Term Debt and Short-Term Borrowings

1999 1998

Unsecured Syndicated Term Credit Facilities (a) $ 241 $ 421
Unsecured Retractable Debentures, due 1999 (b) - 26
Unsecured Ten-Year Debentures, due 2001 (c) 75 75
Unsecured Five-Year Term Loan, due 2001 (d) - 77
Unsecured Redeemable Notes, due 2004 (e) 325 -
Unsecured Ten-Year Redeemable Debentures, due 2006 (f) 103 107
Unsecured Redeemable Medium Term Notes, due 2007 (g) 150 150
Unsecured Redeemable Medium Term Notes, due 2008 (h) 125 125
Unsecured Redeemable Notes, due 2028 (i) 289 307
Other - 90
$ 1,308 $ 1,378

(a) Unsecured syndicated term credit facilities (see Note 16)
CanadianOxy has the following committed unsecured term credit facilities:

(i) arevolving facility in the amount of s1.1 billion of which $8o million is available until July 31, 2003 and the remainder
is available until July 31, 2005. The availability date on $945 million of the amount due in 2005 is extendible for
two-year periods at the lenders’ option commencing in July 2000. At December 31, 1999, $211 million (1998 —
$204 million) and US snil (1998 — US s125 million) were outstanding under this facility. Interest is payable at a
floating rate. During 1999, the weighted average interest rate was 5.5 per cent (1998 — 5.7 per cent). In November
1997, the Company entered into interest rate swap agreements wherein the effective rate of interest on borrowings
of s$50 million and US s10o million was fixed until November 2007. In August 1999, CanadianOxy terminated
the swap agreements.

(ii

-

arevolving facility in the amount of s460 million which matures July 31, 2005. The availability date on the amount
due in 2005 is extendible for two-year periods at the lenders’ option commencing in July 2000. Interest is payable
at a floating rate. At December 31, 1999 and 1998 there were no outstanding balances under this facility. During
1999, the weighted average interest rate was 5.5 per cent (1998 — 5.5 per cent).

(iii)a revolving facility in the amount of s$100 million which matures September 30, 2006, unless extended by the
lender, with interest payable at a floating rate. At December 31, 1999, snil (1998 — s25 million) was outstanding
under this facility. During 1999, the weighted average interest rate was 5.5 per cent (1998 — 5.5 per cent).

(iv) a revolving facility in the amount of $75 million which matures July 31, 2006, unless extended by the lender, with
interest payable at a floating rate. At December 31, 1999, $30 million (1998 — snil) was outstanding under this
facility. During 1999, the weighted average interest rate was 5.5 per cent (1998 — 5.5 per cent).
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(b) Unsecured retractable debentures, due 1999

At December 31, 1998, unsecured retractable debentures in the amount of s26 million were outstanding (net of
$28 million face value of debentures repurchased) with interest payable at a rate of 6.625 per cent. The debentures
were repaid on maturity in February 1999.

(c) Unsecured ten-year debentures, due 2001
During 1991, CanadianOxy issued $75 million of unsecured ten-year debentures. Interest is payable semi-annually at
a rate of 10.85 per cent and the principal is to be repaid in June 2001.

(d) Unsecured five-year term loan, due 2001
During 1996, CanadianOxy entered into a five-year US $50 million unsecured term loan agreement with a Canadian
chartered bank with interest payable at a floating rate. The term loan was repaid in March 1999.

(e) Unsecured redeemable notes, due 2004

During February 1999, CanadianOxy issued US s$225 million principal amount of notes. Interest is payable semi-annually
at a rate of 7.125 per cent and the principal is to be repaid in February 2004. The notes are redeemable, in whole or in
part, at any time by the Company at a price equal to the greater of par and an amount calculated to provide a yield equal
to the yield on a United States Treasury security having a term to maturity equal to the remaining term of the notes.

(f) Unsecured ten-year redeemable debentures, due 2006

During 1996, CanadianOxy issued s100 million of unsecured ten-year redeemable debentures. Interest is payable semi-
annually at a rate of 6.85 per cent and the principal is to be repaid in November 2006. In December 1996, $50 million
of this obligation was effectively converted through an interest rate and currency exchange contract with a Canadian
chartered bank to a US s37 million liability bearing interest at an effective rate of 6.75 per cent for the term of the
debentures. The debentures are redeemable, in whole or in part, at any time by the Company at a price equal to the
greater of par and an amount calculated to provide a yield equal to the yield on a Government of Canada Bond having
a term to maturity equal to the remaining term of the debentures plus o.10 per cent.

(g) Unsecured redeemable medium term notes, due 2007

During July 1997, CanadianOxy issued s150 million principal amount of notes. Interest is payable semi-annually at
a rate of 6.45 per cent and the principal is to be repaid in July 2007. The notes are redeemable, in whole or in part,
at any time by the Company at a price equal to the greater of par and an amount calculated to provide a yield equal
to the yield on a Government of Canada Bond having a term to maturity equal to the remaining term of the notes
plus 0.125 per cent.

(h) Unsecured redeemable medium term notes, due 2008

During October 1997, CanadianOxy issued s125 million principal amount of notes. Interest is payable semi-annually
at a rate of 6.30 per cent and the principal is to be repaid in June 2008. The notes are redeemable, in whole or in
part, at any time by the Company at a price equal to the greater of par and an amount calculated to provide a yield
equal to the yield on a Government of Canada Bond having a term to maturity equal to the remaining term of the
notes plus o.125 per cent.

(i) Unsecured redeemable notes, due 2028

During April 1998, CanadianOxy issued US $200 million principal amount of notes. Interest is payable semi-annually
at a rate of 7.40 per cent and the principal is to be repaid in May 2028. The notes are redeemable, in whole or in part,
at any time by the Company at a price equal to the greater of par and an amount calculated to provide a yield equal
to the yield on a United States Treasury security having a term to maturity equal to the remaining term of the notes
plus 0.25 per cent.
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() Repayment and interest

Required long-term debt repayments for the next five years are 2000 — snil; 2001 — s75 million; 2002 — snil; 2003 —
s27 million; and 2004 — $325 million. Interest expense on long-term debt was $103 million, $139 million and $103 million
in 1999, 1998 and 1997, respectively.

(k) Debt covenants
The majority of debt instruments contain covenants pertaining to the Company’s net worth, certain ratios and the
ability to grant security. At December 31, 1999, all covenants have been met.

() Short-term borrowings

CanadianOxy has unsecured operating loan facilities of approximately s200 million. The Company also has an authorized
commercial paper program of s500 million, which is supported by unused lines of credit. Interest is payable at floating
rates and the facilities are subject to periodic reviews.

During 1999 and 1998, the weighted average interest rate on short-term borrowings was 5.3 and 5.2 per cent, respectively.

9. Preferred Securities and Share Capital

(a) Preferred securities

In February 1999, CanadianOxy issued US s217 million of unsecured junior subordinated debentures (preferred
securities). Interest is payable quarterly at a rate of 9.375 per cent and the principal is to be repaid in March 2048.
The preferred securities are redeemable, in whole or in part, on or after February 9, 2004 by the Company at par.
CanadianOxy may defer, subject to certain conditions, up to 20 consecutive quarterly interest payments and may
satisty its interest, principal or redemption payments through the issuance of common shares.

In October 1998, CanadianOxy issued US $259 million of preferred securities. Interest is payable quarterly at a rate
of 9.75 per cent and the principal is to be repaid in October 2047. The preferred securities are redeemable, in whole
or in part, on or after October 30, 2003 by the Company at par. CanadianOxy may defer, subject to certain conditions,
up to 20 consecutive quarterly interest payments and may satisty its interest, principal or redemption payments through
the issuance of common shares.

Since the Company has the unrestricted ability to settle the interest, principal and redemption payments through
the issuance of common shares, the preferred securities are classified as equity. Accordingly, the principal amount is
included in shareholders’ equity in the Consolidated Balance Sheet. Interest payments, net of income taxes, are classified
as dividends and charged directly to retained earnings. In addition, costs of s16 million to effectively fix a portion
of the interest rate prior to issuance have been deferred and are being amortized over the life of the preferred securities
and included in the dividend.

(b) Authorized capital
Authorized share capital consists of an unlimited number of common shares of no par value and an unlimited number
of Class A preferred shares of no par value issuable in series.

(c) Issued common shares and dividends

(thousands of shares) 1999 1998 1997
Beginning of Year 137,373 136,610 136,155
Exercise of Stock Options 136 190 112
Issue of Common Shares for Cash 636 573 343
End of Year (see Note 16) 138,145 137,373 136,610
Dividends per Common Share $0.30 $0.30 $0.30

During 1999, CanadianOxy issued 636,292 (1998 — 375,694; 1997 — 342,874) common shares for cash consideration
of s12 million (1998 — $10 million; 1997 — $9 million) under a Dividend Reinvestment Plan. At December 31, 1999,
there were 1,455,262 common shares reserved for issuance under this plan. During 1998, CanadianOxy issued 197,175
common shares for cash consideration of $5 million pursuant to an employee flow-through share arrangement.
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(d) Stock options
The following options to purchase common shares have been granted to directors, officers and employees. Under
the stock option plan, options vest over four years and are exercisable on a cumulative basis over 10 years. At the

time of grant, the exercise price is equal to the market price.
Weighted-Average
Exercise Price

Options Per Share
(thousands)

December 31, 1996 1,150 $ 18
Granted 1,135 $ 26
Exercised (112) $ 16
Forfeited (58) $ 24

December 31, 1997 2,115 $ 22
Granted 2,853 $ 22
Exercised (190) $ 18
Forfeited (117) $ 24

December 31, 1998 4,661 $ 23
Granted 1,793 $ 27
Exercised (136) $ 18
Forfeited (112) $ 25

December 31, 1999 6,206 $ 24

Options exercisable at end of year
1997 847 $ 20
1998 1,314 $ 23
1999 2,352 $ 22

The outstanding options were granted at prices ranging from s10 to $38 per common share and have a weighted
average remaining contractual life of eight years. At December 31, 1999, there were 2,927,290 common shares reserved
for the granting of additional options.

10. Contingencies

There are a number of lawsuits and claims pending including income tax reassessments as described in Note 12, the
ultimate results of which cannot be ascertained at this time. Costs are recorded as they are incurred or become
determinable. Management is of the opinion that any amounts assessed against the Company would not have a material
adverse effect upon its consolidated financial position or results of operations.

11. Pension and Other Post-Retirement Benefits

In 1999, CanadianOxy adopted the new accounting policy for employee future benefits in accordance with the standard
issued by the Canadian Institute of Chartered Accountants. The effect of the change in accounting policy on the
Company’s 1999 financial statements is not material. The new standard was applied prospectively and, accordingly,
1998 and 1997 have not been restated.

The Company maintains contributory and non-contributory defined benefit and defined contribution pension plans, which
together cover substantially all employees. The defined benefit pension plans provide pension benefits upon retirement
based on length of service and final average earnings. Defined contribution benefits are based on plan contributions.

The cost of pension benefits earned by employees in the defined benefit pension plans is determined using the projected
benefit method prorated on employment services and is expensed as employment services are rendered. The defined
benefit plans are funded in accordance with federal and provincial government regulations by contributions to trust
funds, which are administered by an independent trustee. Assets of the defined benefit pension funds are invested
in investment funds, consisting primarily of equities and bonds.
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CanadianOxy provides certain post-retirement benefits, including group life and supplemental health insurance to
eligible employees and their eligible dependents. Such costs are fully accrued as deferred compensation earned during
the period that employees render service, however, no funding of these future obligations is provided. Future liabilities
are not material to the ongoing operations of the Company.

The following table sets forth for the defined benefit plans reconciliations of the beginning and ending balances of
the benefit obligation and the fair value of the plan assets, the funded status and the assumptions used in the

determination of the projected benefit obligation and net pension expense.

1999 1998
Change in Benefit Obligation
Benefit Obligation — Beginning of Year $ 1290 $ 96
Service Cost 6 5
Interest Cost 8 7
Plan Participants’ Contributions 2 2
Actuarial (Gain) Loss 9) 1
Benefits Paid (6) (6)
Plan Amendment (10) 6
Benefit Obligation — End of Year $ 120 $ 111
Change in Fair Value of Plan Assets
Fair Value of Plan Assets — Beginning of Year $ 1200 $ 96
Actual Return on Plan Assets 7 12
Employer’s Contribution 5 6
Plan Participants’ Contributions 2 2
Benefits Paid (6) (6)
Plan Amendment (6) -
Fair Value of Plan Assets — End of Year $ 122 $ 110

Note:

(1) The benefit obligation and the fair value of plan assets at the beginning of 1999 differ from the 1998 ending balances as a result of the prospective

application of the new standard for employee future benefits effective January 1, 1999.

1999 1998
Reconciliation of Funded Status
Funded Status $ 2 $ (1)
Unamortized Past Service Costs - 12
Unamortized Transitional Obligation 2 -
Unamortized Net Actuarial Gains (8) (8)
Pension (Obligation) Asset Recognized in the Consolidated Balance Sheet $ (4) $ 3
Assumptions:
Discount Rate 6.25% 7.00%
Long-Term Rate of Employee Compensation Increase 3.75% 4.50%
Long-Term Annual Rate of Return on Plan Assets 7.00% 7.00%

Included in the above amounts are unfunded obligations for supplemental benefits to the extent that the benefit under
the defined benefit pension plan is limited by statutory guidelines. At December 31, 1999, the projected benefit obligation

for supplemental benefits was s12 million (1998 — $12 million).

Net pension expense for the defined benefit pension plans has been determined as follows:

1999 1998 1997
Cost of Benefits Earned by Employees $ 6 $ 5 $ 4
Interest Cost on Benefits Earned 8 7 6
Expected Return on Pension Plan Assets (8) (7) (6)
Settlement Gain (3) — _
Net Amortization and Deferral (1) 1 1
Net Pension Expense $ 2 $ 6 $ 5

During 1999, pension expense for the Company’s defined contribution plans was $2
1997 — 2 million).
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12. Income Taxes

Income (loss) before income taxes generated from Canadian and foreign operations is as follows:

1999 1998 1997

Canadian $ 36 $ (245) $ (56)
Foreign 238 151 334
$ 274 $ (94) $ 278

The Canadian and foreign components of the provision for (recovery of) income taxes
which income is taxed are as follows:

based on the jurisdiction in

1999 1998 1997
Current
Canadian $ 6 $ 7 $ (1)
Foreign 137 78 123
143 85 122
Deferred
Canadian 44 (70) (4)
Foreign (13) 1 21
31 (69) 17
Total
Canadian 50 (63) (5)
Foreign 124 79 144
Provision for Income Taxes $ 174 $ 16 $ 139

Foreign is principally comprised of Yemen, the United States and the United Kingdom prior to its disposition.

The provision for income taxes in the Consolidated Statement of Income varies from the provision for income taxes
calculated at the Canadian statutory tax rate. The following table reconciles the main differences:

1999 1998 1997
Income (Loss) Before Income Taxes $ 274 $ (94) $ 278
Provision for (Recovery of) Income Taxes Computed at
the Canadian Statutory Rate $ 122 $ (42) $ 124
Add (Deduct) the Tax Effect of:
Royalties, Rentals and Similar Payments to Provincial Governments 48 34 41
Resource Allowance and Provincial Tax Rebates (41) (24) (39)
Lower Tax Rates on Foreign Operations (20) (30) (22)
Permanent Differences Between Accounting and Tax Bases of
Assets and Liabilities 56 69 25
Large Corporation Tax 6 7 7
Other 3 2 3
Provision for Income Taxes $ 174 $ 16 $ 139

The provision for deferred income taxes arises from timing differences in the recognition of revenue and expense
items for income tax and financial statement purposes. The income tax effects of these differences are as follows:

1999 1998 1997
Depreciable Property, Plant and Equipment $ 21 $ 22 $ (8)
Dismantlement and Site Restoration Expenditures (5) 9) (7)
Deferred Income 25 22 37
Tax Loss Carry Forwards 9) (107) (8)
Foreign Taxes 1) 7 8
Other - (4) (5)
Provision for (Recovery of) Deferred Income Taxes $ 31 $ (69) $ 17
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At December 31, 1999, the Company had available unused tax loss carry forwards in Canada totalling $512 million
(1998 — $350 million) which expire at various times to 2005.

CanadianOxy’s income tax filings are subject to audit by taxation authorities. There are various audits in progress
and items under review, some of which may increase the tax liability of the Company. The ultimate results of these
items cannot be ascertained at this time. Management is of the opinion that it has adequately provided for income
taxes based on all information currently available.

At the time of acquisition, Wascana had outstanding taxation issues in dispute relating to prior taxation years. Wascana
disagreed with issues raised and has filed Notices of Objection in respect of these issues. The value of the tax pools
acquired at the time of acquisition reflects management’s evaluation of the potential impact of these issues.

13. Cash Flows

(a) Charges and credits to income not involving cash

1999 1998 1997
Depreciation, Depletion and Amortization $ 534 $ 713 $ 589
Gain on Disposition of Assets (26) (135) (12)
Deferred Income Taxes 31 (69) 17
Minority Interest in Net Income 3 6 6
Amortization of Deferred Credits - - (27)
Other 2 8 5
$ 544 $ 523 $ 578
(b) Changes in non-cash working capital
Changes in non-cash working capital items increased (decreased) cash as follows:
1999 1998 1997
Accounts Receivable $ 120 $ (63) $ (12)
Inventories and Supplies (12) (31) 5
Prepaid Expenses 1 = @)
Accounts Payable and Accrued Liabilities 7 (1) 86
Accrued Interest Payable 6 4 1
123 (91) 78
Effect of Foreign Exchange Rate Changes on Non-Cash Working Capital 2) (3) (1)
$ 121 $ (94) $ 77
These changes relate to the following activities:
1999 1998 1997
Operating Activities $ (64) $ 92 $ 23
Financing Activities (65) - -
Investing Activities 250 (186) 54
$ 121 $ (94) $ 77
(c) Other cash flow information
1999 1998 1997
Interest Paid $ 97 $ 145 $ 112
Income Taxes Paid $ 140 $ 81 $ 112
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14. Operating Segments and Related Information

CanadianOxy is involved in activities relating to oil and gas, the Syncrude Joint Venture and chemicals in various
geographic locations.

The oil and gas activities involve exploration for and the development and production of crude oil, natural gas and
related products around the world. Operations are generally managed on a country-by-country basis reflecting differences
in the regulatory environments and risk factors associated with a country. Principal operations are located onshore
in Yemen and Canada, and in the offshore waters of the United States Gulf of Mexico and Nigeria. Other operations
are located primarily in Australia, Colombia, Indonesia and Ecuador. The Company’s oil and gas assets located in the
United Kingdom sector of the North Sea were sold effective December 31, 1998. Oil and gas activities also include
the transportation and marketing of proprietary and third-party purchased crude oil and natural gas.

The Syncrude Joint Venture activities involve the development and production of synthetic crude oil from oil sands
in northern Alberta in Canada.

The chemicals operations involve the manufacture, marketing and distribution of industrial chemicals, principally
sodium chlorate, chlorine and caustic soda. Sodium chlorate is produced at six facilities located in Canada, one facility
in the United States and one facility in Brazil. Chlorine and caustic soda are produced at chlor-alkali facilities in Canada
and Brazil.

The accounting policies of the operating segments are the same as those described in Note 1. Net income of operating
segments excludes interest income, interest expense, unallocated corporate expenses and foreign exchange gains and
losses. Identifiable assets are those used in the operations of the segments.

Notes to the following tables:
(a) Includes results of operations from producing activities in Ecuador (see Note 16).
(b) Includes results of operations from sales of asphalt and related by-products in Canada.

(c) Comprised of sales in Canada of $99 million and in the United States of $141 million (1998 — Canada $109 million and United States $149 million;
1997 — Canada $108 million and United States s152 million). In addition, the Canadian operations sell finished products to the United States
operations at market prices less an amount for selling costs.

(d) Sales and cost of sales associated with the purchase and sale of crude oil and natural gas are recorded on a net basis and included in marketing,
interest and other income in the Consolidated Statement of Income. Sales and cost of sales were s4,568 million and s4,540 million (1998 —
$3,318 million and $3,284 million; 1997 — $2,196 million and $2,179 million), respectively. Net sales in Canada and Syncrude Joint Venture
reflect sales to the Marketing segment. Approximately 11 per cent (1998 — 11 per cent; 1997 — 21 per cent) and three per cent (1998 — four per
cent; 1997 — six per cent) of Marketing’s cost of sales relate to purchase of products from Canada and Syncrude Joint Venture segments, respectively.

(e

(f

Includes exploration activities primarily in Colombia, Australia and Indonesia.

The provision for (recovery of) income taxes for foreign geographic operating locations is based on in-country taxes on foreign income. For
oil and gas locations with no operating activities, the provision is based on the tax jurisdiction of the entity undertaking the activity.

(g) Includes an impairment charge of s4o million.

(h) Includes exploration activities primarily in Indonesia, Australia and Colombia.

(i) Includes the impact of the Wascana acquisition commencing April 15, 1997.

(j) Includes results of operations from producing activities in Ecuador, and Venezuela prior to its disposition in December 1997.
(k) Includes exploration activities primarily in Indonesia, Australia, Colombia and Vietnam.

(I) Sales made in Canada from all segments were $419 million (1998 — s502 million; 1997 — $627 million) and property, plant and equipment
located in Canada was $2,274 million at December 31, 1999 (1998 — 52,350 million; 1997 — $2,648 million).
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1999 Operating and Geographic Segments

Syncrude Corporate
Joint and Other
Oil and Gas Venture  Chemicals Items(®) Total
United Other
Yemen Canada States Nigeria  Countries® Marketing
Net Sales $ 499 $ 385 $ 203 $ 51 $ 19 $ = $ 162 $ 24000 $ 52 $1,611
Gain on Disposition

of Assets - 25 1 - - - - - - 26
Marketing, Interest

and Other Income 4 8 1 - 3 28d) - 2 11 57
Total Revenues 503 418 205 51 22 28 162 242 63 1,694
Operating 52 113 51 19 5 - 74 177 43 534
Selling, Administrative

and Other 5 26 5 1 15 9 2 16 31 110
Depreciation, Depletion

and Amortization 96 212 120 36 8 12 12 29 9 534
Exploration 11 23 31 19 52() - - - - 136
Interest, Net - - - - - - - - 106 106
Income (Loss) Before

Income Taxes 339 44 (2 (24) (58) 7 74 20 (126) 274
Provision for (Recovery of)

Income Taxes® 129 85 - (4) (19) 3 25 8 (53) 174
Net Income (Loss) $ 210 $ (41) $ (2 $ (20) $ (39) $ 4 $ 49 $ 12 $ (73) $ 100
Identifiable Assets $ 331 $1,783 $ 539 $ 120 $ 176 $ 313 $ 294 $ 449 $ 100 $4,105
Additions to Property, Plant and Equipment

Development and

Other Expenditures $ 68 $ 136 $ 51 $ 17 $ 98 $ 3 $ 54 $ 18 $ 13 $ 458

Exploration

Expenditures 6 32 37 15 56 - - - - 146
Proved Property
Acquisitions - 2 6 - - - - - - 8

Capital Additions $ 74 $ 170 $ 94 $ 32 $ 154 $ 3 $ 54 $ 18 $ 13 $ 612
Property, Plant and Equipment

Cost $1,405 $2,513 $1,062 $ 193 $ 187 $ 126 $ 410 $ 614 $ 62 $6,572

Accumulated

Depreciation,

Depletion and

Amortization 1,177 871 597 80 30 30 125 231 22 3,163
Net Book Value $ 228 $1,642 $ 465 $ 113 $ 157 $ 96 $ 285 $ 383 $ 40 $3,409
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1998 Operating and Geographic Segments

Syncrude Corporate
Joint and Other
Oil and Gas Venture Chemicals Items(®) Total
United North Other
Yemen Canada States Sea Nigeria ~ Countries@ Marketing
Net Sales $ 399 $ 367 $ 183 $ 64 $ 8 $ 13 $ = $ 115 $ 258 $ 33 $1,440
Gain (Loss) on
Disposition of Assets - 31 1 101 - - 1) 3 - - 135
Marketing, Interest
and Other Income 5 - 8 10 - 34 - 3 14 75
Total Revenues 404 398 192 175 9 13 33 118 261 47 1,650
Operating 49 151 49 21 4 6 - 75 166 27 548
Selling, Administrative
and Other 4 33 7 3 2 15 9 3 17 55 148
Depreciation, Depletion
and Amortization 175 277 112 38 500 4 11 13 24 9 713
Exploration 22 36 24 1 9 95 - - - - 187
Interest, Net - - - - - - - - - 148 148
Income (Loss) Before
Income Taxes 154 (99) - 112 (56) (107) 13 27 54 (192) (94)
Provision for (Recovery
of) Income Taxes () 63 33 - 10 (4) (48) 5 9 23 (75) 16
Net Income (Loss) $ 91 $ (132) $ = $ 102 $ 52 $ (59 $ 8 $ 18 $ 31 $ (117)  $ (110)
Identifiable Assets $ 355 $1,882 $ 587 $ = $ 163 $ 344 $ 183 $ 255 $ 339 $ 118 $4,226
Additions to Property, Plant and Equipment
Development and
Other Expenditures $ 85 $ 229 $ 78 $ 4 $ 74 $ 19 $ 6 $ 36 $ 17 $ 14 $ 562
Exploration
Expenditures 39 51 107 2 32 101 - - - - 332
Proved Property
Acquisitions - 11 45 - - - - - - - 56
Capital Additions $ 124 $ 291 $ 230 $ 6 $ 106 $ 120 $ 6 $ 36 $ 17 $ 14 $ 950
Property, Plant and Equipment
Cost $1,421 $2,423 $1,077 $ = $ 193 $ 93 $ 124 $ 358 $ 508 $ 48 $6,245
Accumulated
Depreciation,
Depletion and
Amortization 1,153 669 531 - 50 24 19 115 209 16 2,786
Net Book Value $ 268 $1,754 $ 546 $ = $ 143 $ 69 $ 105 $ 243 $ 299 $ 32 $3,459
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1997 Operating and Geographic Segments

Syncrude Corporate
Joint and Other
Oil and Gas Venture Chemicals Items(b) Total
United North Other
Yemen Canadal)  States Sea Nigeria Countriesl) Marketing
Net Sales $ 497 $ 449 $ 212 $ 69 $ - $ 24 $ = $ 140 $ 260© $ 30 $1,681
Gain on Disposition
of Assets - 11 1 - - - - - - - 12
Marketing, Interest
and Other Income - - 14 5 2 17 - 3 18 60
Total Revenues 497 460 227 74 1 26 17 140 263 48 1,753
Operating 41 142 42 15 - 10 - 75 160 18 503
Selling, Administrative
and Other 1 34 8 3 - 17 5 3 21 29 121
Depreciation, Depletion
and Amortization 176 221 91 33 - 5 8 13 26 6 589
Exploration - 46 26 2 1 73K - - - - 148
Interest, Net - - - - - - - - - 114 114
Income (Loss) Before
Income Taxes 279 17 60 21 - (89) 4 49 56 (119) 278
Provision for (Recovery
of) Income Taxes () 110 41 21 9 - (30) 1 16 23 (52) 139
Net Income (Loss) $ 169 $ (249 $ 39 $ 12 $ = $ B9 $ 3 $ 33 $ 33 $ (67) $ 139
Identifiable Assets $ 413 $2,146 $ 472 $ 250 $ 77 $ 121 $ 358 $ 234 $ 375 $ 101 $4,547
Additions to Property, Plant and Equipment
Development
and Other
Expenditures $ 49 $ 327 $ 109 $ 19 $ 52 $ 16 $ 3 $ 26 $ 18 $ 9 $ 628
Exploration
Expenditures - 101 45 11 3 97 - - - - 257
Proved Property
Acquisitions - 8 12 - - - - - - - 20
Capital Additions $ 49 $ 436 $ 166 $ 30 $ 55 $ 113 $ 3 $ 26 $ 18 $ 9 $ 905
Property, Plant and Equipment
Cost $1,222 $2,478 $ 833 $ 394 $ 67 $ 76 $ 123 $ 325 $ 491 $ 43 $6,052
Accumulated
Depreciation,
Depletion and
Amortization 903 412 426 159 - 22 8 106 186 16 2,238
Net Book Value $ 319 $2,066 $ 407 $ 235 $ 67 $ 54 $ 115 $ 219 $ 305 $ 27 $3,814
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15. Differences Between Canadian and United States Generally Accepted Accounting Principles

The Consolidated Financial Statements have been prepared in accordance with generally accepted accounting principles
in Canada. The significant differences from United States principles are as follows:

(a) In accordance with US principles, the preferred securities are classified as long-term debt rather than shareholders’
equity. Accordingly, the pre-tax dividends are included in interest expense and the related income tax is included in
the provision for income taxes in the Consolidated Statement of Income. The related pre-tax issue costs are included
in deferred charges and other assets and the foreign currency translation gains or losses are included in other
comprehensive income in the Consolidated Balance Sheet. The pre-tax dividends are included in operating activities
in the Consolidated Statement of Cash Flows.

(b) In accordance with US principles, deferred income taxes are recognized, at enacted rates, to reflect the future effects
of tax carry forwards and temporary differences between the tax bases of assets and liabilities and their financial reporting
amounts. In addition, assets and liabilities related to purchased businesses are restated to eliminate the use of net of
tax accounting for such assets and liabilities, resulting in higher carrying values for assets and deferred income taxes.

The impact of these differences on the Consolidated Financial Statements is as follows:

Consolidated Statement of Income

1999 1998 1997

Net Income (Loss) as Reported in Accordance
with Canadian Principles $ 100 $ (110) $ 139
(a) Dividends on Preferred Securities (65) (6) -
Less: Associated Deferred Income Taxes 28 2 -

(b) Accounting for Income Taxes

Net Sales - 1 12
Depreciation Expense (58) (72) (44)
Deferred Income Taxes 58 69 30
Net Income (Loss) in Accordance with US Principles $ 63 $ (115) $ 137
Net Income (Loss) per Common Share in Accordance with US Principles $ 0.46 $ (0.84) $ 1.00

At December 31, 1999, net income per fully diluted common share in accordance with US Principles was antidilutive
(1998 — 3(0.84); 1997 — $1.00).

Consolidated Statement of Comprehensive Income

In accordance with US principles, exchange gains and losses arising from the translation of the Company’s net investment
in self-sustaining foreign operations and long-term monetary liabilities are included in comprehensive income which
is added to net income in determining total comprehensive income. Cumulative amounts are included in accumulated
other comprehensive income in the Consolidated Balance Sheet. In accordance with Canadian principles, such amounts
are included in the cumulative foreign currency translation adjustment in shareholders’ equity in the Consolidated
Balance Sheet. During 1999, the foreign currency translation adjustment, net of deferred income taxes, was $19 million
(1998 — 5(46) million; 1997 — 518 million) and total comprehensive income (loss) was $82 million (1998 — s(161) million;
1997 — $155 million).
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(b) The Company provides stock-based compensation in the form of stock options to directors, officers and employees.
At the time of grant, the exercise price is equal to the market price and, accordingly, no compensation expense is
recognized under the Company’s accounting policies. Under US principles, a compensation cost is measured at the
grant date in accordance with a fair-value-based method utilizing an option-pricing model. Companies electing not
to recognize the compensation cost determined under the fair-value-based method must make pro forma disclosures
of net income and net income per share as if that method of accounting had been applied. Had CanadianOxy applied
the fair-value-based method, net income (loss) in accordance with US principles would have been s53 million (1998 —
$(120) million; 1997 — $134 million) and net income (loss) per common share would have been $0.38 (1998 — $(0.87);

1997 — 50.98).

Recent Developments in US Accounting Standards

In June 1998, the Financial Accounting Standards Board issued Statement No. 133 “Accounting for Derivative Instruments
and Hedging Activities”. The statement requires an entity to recognize all derivatives as either assets or liabilities in
the balance sheet and measure those instruments at fair value. The recognition of the gains or losses depends on the
intended use of the derivative instrument. The standard must be adopted on or before the end of the first quarter of
2001. The impact on the Company’s financial statements has not been determined.

16. Event Subsequent to December 31, 1999

On March 1, 2000, the Company, Ontario Teachers’ Pension Plan Board (Teachers’) and Occidental entered into an
agreement (the “Agreement”) whereby Occidental would sell its 29 per cent interest in CanadianOxy. Teachers’ will
purchase 20.2 million common shares for $29.61 per share. The Company will repurchase 20 million common shares
at the same price for approximately $592 million. CanadianOxy has also agreed to exchange its oil and gas operations
in Ecuador for Occidental’s 15 per cent interest in the Company’s chemicals operation. This transaction is subject
to approval by a majority of CanadianOxy shareholders other than Occidental and Teachers’at a meeting of shareholders
to be held on April 17, 2000.

The Company plans to finance the repurchase using available cash and existing credit facilities. Upon repurchase,
the common shares will be cancelled, resulting in a reduction of s52 million in common shares, $14 million in contributed
surplus and $526 million in retained earnings in the Consolidated Balance Sheet. The transaction will not have a material
impact on the results of operations.
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Supplementary Financial Information wnaudited)

Quarterly Financial Data in Accordance with Canadian and US GAAP
Summarized quarterly financial data for 1999 and 1998 is as follows:

Quarter Ended

March 31 June 30 September 30 December 31
(millions except per share) 1999 1998 1999 1998 1999 1998 1999 1998
Net Sales $ 288 | $ 355 $ 3B8| $ 357 $ 460 $ 352 $ 505| $ 376
Operating Profit (Loss)
Oil and Gas MR $ 41 % 6 $ 37| $ (1) $ 130 | $ 3 $ 135 $ 21
Syncrude Joint Venture 4) 6 (1) 15 12 26 9 27 7
Chemicals 10 15 4 10 6 15 - 14
20 8 56 21 162 27 162 42
Interest and Other Corporate Items ) 38 41 31 48 24 41 33 62
Income Tax Expense (Recovery) 28 (29) 15 (12) 74 5 57 52
Net Income (Loss) in Accordance
with Canadian GAAP (46) (4) 10 (15) 64 (19) 72 (72)
US GAAP Adjustment 9) - 9) - 9) - (10) (5)
Net Income (Loss) in Accordance
with US GAAP $ (55| $ 4 $ 11 $ (@5 $ 5| $ (19 $ 62| $ (77)

Per Common Share:
Net Income (Loss) (Canadian GAAP) $ (0.40)| $ (0.03) $ 001 | $ (0.11) $ 040 | $ (0.14) $ 045| $ (0.55

Net Income (Loss) (US GAAP) $ (040)| $ (003) $ 001| $ (011) $ 040| $ (024) $ 045| $ (0.56)
Dividends Declared ©)7) $ 0075 | $ 0075 $ 0075 | $ 0.075 $ 0.075| $ 0.075 $ 0.075| $ 0.075
Common Share Prices:
The Toronto Stock Exchange
High $ 1945 | $ 3245 $ 2385 | $ 3260 $ 30.75| $ 3220 $ 32.00 | $ 26.90
Low $ 1310 | $ 2500 $ 1660 | $ 2780 $ 2365 | $ 1800 $ 2580 | $ 15.25
American Stock Exchange
High (US$) $ 1288 | $ 2281 $ 1619 | $ 2268 $ 2019 | $ 2181 $ 2188 | $ 17.25
Low (US$) $ 869 $ 1750 $ 11.00| $ 1950 $ 16.00 | $ 1169 $ 1750| $ 9.88

Notes:

(1) A gain of s25 million was recorded on the disposition of Canadian resource properties during the first quarter of 1999, and a gain of s1 million
was recorded on the disposition of United States resource properties during the second quarter of 1999.

(2) Gains (losses) of $14 million, s5 million, $17 million and $(2) million were recorded on the disposition of Canadian resource properties during
the first, second, third and fourth quarters of 1998, respectively. A gain of s101 million was recorded on the disposition of the Company’s North
Sea properties in the fourth quarter of 1998.

(3) Includes s40 million impairment charge for assets in Nigeria in the fourth quarter of 1998.

(4) The annual plant turnaround occurred in the second quarter in 1999 and first quarter in 1998.

(5) Includes s20 million for employee termination costs in the fourth quarter of 1998.

(6) In February 2000, the Board of Directors declared a regular quarterly dividend of $0.075 per common share, payable April 1, 2000 to shareholders
of record on March 10, 2000.

(7) The Income Tax Act of Canada requires that the Company deduct a withholding tax from all dividends remitted to non-residents. In accordance
with the Canada-US Tax Treaty, the withholding tax is 15 per cent on dividends remitted by the Company to residents of the United States,
except in the case of an affiliated company where the withholding tax is five per cent.

(8) At December 31, 1999, there were 1,397 registered holders of common shares and 138,145,237 common shares outstanding.

(9) Certain 1998 quarterly amounts have been reclassified for comparative purposes.
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A. Reserve Quantity Information (continued)

North Other
Total Yemen(1) Canada United States Sea  Nigeria Countries(?)
Synthetic
Crude

Qil Gas Qil Qil Qil Gas Qil Gas Gas Qil Qil

Proved Developed and
Undeveloped Reserves:

December 31, 1996 177 520 156 110 36 261 17 158 101 - 14
Revisions of Previous Estimates 65 (112) - 57 3 (116) 1 4 - 4 -
Purchases of Reserves in Place® 142 546 - - 141 545 1 1 - - -
Sales of Reserves in Place 4) (42) (72) - - (37) (66) (1) (5) - (4)
Extensions and Discoveries 50 55 - 25 21 30 4 25 - - -
Production (60) (128) (4) (36) (19) (85) (4) (29) (14) - (1)
December 31, 1997 332 810 152 156 145 569 18 154 87 4 9
Revisions of Previous Estimates 73 100 23 55! 8 90 2 11 (1) 3 5)
Purchases of Reserves in Place () 4 48 - - 3 21 1 27 - - -
Sales of Reserves in Place ©) (10) (278) - - (20) (204) - - (74) - -
Extensions and Discoveries 31 89 - 15 15 78 1 11 - - -
Production (61) (131) (5) (38) 17) (84) (4) (35) (12) 1) 1)
December 31, 1998 369 638 170 188 144 470 18 168 - 6 13
Revisions of Previous Estimates 37 37 24 29 4 27 2 10 - 1 1
Purchases of Reserves in Place 3 2 - - 2 - 1 2 - - -
Sales of Reserves In Place (7) 2) (59) - - 2) (59) - - - - -
Extensions and Discoveries 44 81 - 27 16 67 1 14 - - -
Production (60) (85) (6) (40) (14) (50) 3 (35) - 2 1)
December 31, 1999 391 614 188 204 150 455 19 159 - 5 13
Proved Developed Reserves:
December 31, 1997 271 648 141 124 127 472 14 108 68
December 31, 1998 279 597 143 135 116 432 17 165 -
December 31, 1999 305 535 171 153 117 395 17 140 - 5 13

Notes:

(1) Up to 40 per cent of the crude oil reserves in Yemen are reserved for the recovery of costs incurred or to be incurred by CanadianOxy on behalf of
CanadianOxy and the Government of Yemen. The remaining reserves are shared between CanadianOxy and the Government of Yemen based on the
level of production with CanadianOxy’s interest ranging between 20 per cent and 33.3 per cent and with the Government of Yemen’s interest varying
between 66.7 per cent and 8o per cent. The interest taken by the Government of Yemen includes satisfaction of all income taxes payable in Yemen.

(2) Represents reserves in Australia and Ecuador.

(3) Purchases of reserves in place in 1997 consist of the Wascana acquisition and exchange of properties in Canada and the acquisition of an additional
interest in a property in the United States.

(4) Sales of reserves in place in 1997 consist of an exchange of properties in Canada and property dispositions in Canada, the United States and Kazakhstan.
(5) Purchases of reserves in place in 1998 consist of an exchange of properties in Canada and the acquisition of Eugene Island 18 in the Gulf of Mexico.
(6) Sales of reserves in place in 1998 consist of an exchange of properties in Canada and property dispositions in Canada and the North Sea.

(7) Sales of reserves in place in 1999 consist of property dispositions in Canada.

64  Canadian Occidental Petroleum Ltd.



Canadian Occidental Petroleum Ltd. 65




66  Canadian Occidental Petroleum Ltd.




D. Results of Operations for Producing Activities

Total QOil and Gas
Syncrude
QOil and Joint United North Other
(millions) Gas Venture Yemen Canada States Sea Nigeria ~ Countries
Year Ended December 31, 1999
Net Sales $ 1157 $ 162 $ 499 $ 38 $ 203 $ - 3 51 % 19
Production Costs 240 74 52 113 51 - 19 5
Exploration Expense 136 - 11 23 31 - 19 52
Depreciation, Depletion, and Amortization 472 12 96 212 120 - 36 8
Other Operating Expenses (Income) 10 2 1 (7) 3 - 1 12
299 74 339 44 2 - (24) (58)
Income Tax Provision (Recovery) 191 25 129 85 - - (4) (19)
Results of Operations $ 108 $ 49 $ 210 $ (41) $ 2 9 - $ (20 $ (39
Year Ended December 31, 1998
Net Sales $ 1034 $ 115 $ 399 $ 367 $ 183 $ 64 $ 8 $ 13
Production Costs 280 75 49 151 49 21 4 6
Exploration Expense 187 - 22 36 24 1 9 95
Depreciation, Depletion and Amortization 656 13 175 277 112 38 50 4
Other Operating Expenses (Income) (93) - (1) 2 ) (108) 1 15
4 27 154 (99) - 112 (56) (107)
Income Tax Provision (Recovery) 54 9 63 33 - 10 (4) (48)
Results of Operations $ (50 $ 18 $ 91 $ (132) $ - $ 102 $ (52 $ (59
Year Ended December 31,1997
Net Sales $ 1251 $ 140 $ 497 $ 449 $ 212 % 69 $ — S 24
Production Costs 250 75 41 142 42 15 - 10
Exploration Expense 148 - - 46 26 2 1 73
Depreciation, Depletion and Amortization 536 13 176 221 91 83 - 15
Other Operating Expenses (Income) 29 3 1 23 (7) 2) (1) iS5
288 49 279 17 60 21 - (89)
Income Tax Provision (Recovery) 151 16 110 41 21 9 - (30)
Results of Operations $ 137 % 33 $ 169 $ (249 $ 39 % 12 3 - $ (59

E. Standardized Measure of Discounted Future Net Cash Flows and Changes Therein

For purposes of the following disclosures, estimates were made of quantities of proved reserves and the periods during
which they are expected to be produced. Future cash flows were computed by applying year-end prices to CanadianOxy’s
share of estimated annual future production from proved conventional oil and gas reserves (excluding synthetic crude oil),
net of royalties. Future development and production costs were computed by estimating costs, based on year-end prices,
to be incurred in producing and further developing the proved reserves. Future income taxes were computed by applying,
generally, year-end statutory tax rates, after application of existing deductions carried forward, tax credits and allowances,
to the estimated pre-tax future net cash flows. The discount was computed by application of a 10 per cent discount factor.
The calculations assume the continuation of existing economic, operating and contractual conditions. However, such arbitrary
assumptions have not proven to be the case in the past. Other assumptions of equal validity could give rise to substantially
different results.

Management believes that this information does not in any way reflect the current economic value of the oil and gas producing
properties or the present value of estimated future cash flows since no economic value is attributed to probable and possible
reserves, the use of a 10 per cent discount rate is arbitrary, and prices change constantly from year-end levels.
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E. Standardized Measure of Discounted Future Net Cash Flows and Changes Therein (continued)

United North Other
(millions) Total Yemen Canada States Sea Nigeria ~ Countries
December 31, 1999
Future Cash Inflows $11,026 $ 3,512 $ 5686 $ 1,234 - $ 184 $ 410
Future Production and Development Costs 2,956 580 1,769 445 - 52 110
Future Income Tax 2,441 954 1,319 123 - 11 34
Future Net Cash Flows 5,629 1,978 2,598 666 - 121 266
10% Discount Factor 1,828 543 1,090 148 - 21 26
Standardized Measure $ 3801 $ 1435 $ 1508 $ 518 - $ 100 $ 240
December 31, 1998
Future Cash Inflows $ 5690 $ 1,736 $ 2,886 $ 803 - $ 155 $ 110
Future Production and Development Costs 2,711 647 1,506 380 - 117 61
Future Income Tax 636 335 202 99 - - -
Future Net Cash Flows 2,343 754 1,178 324 - 38 49
10% Discount Factor 702 195 416 60 - - 31
Standardized Measure $ 1641 $ 559 $ 762 $ 264 - $ 38 % 18
December 31, 1997
Future Cash Inflows $ 6891 $ 2,110 $ 3,168 $ 985 356 $ 127 $ 145
Future Production and Development Costs 3,085 661 1,717 336 156 126 89
Future Income Tax 817 440 184 125 59 7 2
Future Net Cash Flows 2,989 1,009 1,267 524 141 (6) 54
10% Discount Factor 707 242 310 93 34 2) 30
Standardized Measure $ 2282 $ 767 $ 957 $ 431 107 % 4 % 24

Changes in the Standardized Measure of Discounted Future Net Cash Flows

The following are the principal sources of change in the standardized measure of discounted future net cash flows:

(millions) 1999 1998 1997
Beginning of Year $ 1641 $ 2,282 $ 2,109
Sales and Transfers of Oil and Gas Produced, Net of Production Costs (607) (836) (1,290)
Changes in Estimated Future Development Costs (180) (46) (342)
Net Changes in Prices and Production Costs Related to Future Production 2,122 (766) (797)
Extensions, Discoveries and Improved Recovery, Less Related Costs 708 76 589
Development Costs Incurred during the Period which Reduced

Future Development Costs 375 468 66
Revisions of Previous Quantity Estimates 673 301 397
Accretion of Discount 209 269 272
Purchases of Reserves in Place 42 56 1,221
Sales of Reserves in Place (53) (212) (303)
Net Change in Income Taxes (1,129) 49 360
End of Year $ 3,801 $ 1,641 $ 2,282

68  Canadian Occidental Petroleum Ltd.




Canadian Occidental Petroleum Ltd. 69




70  Canadian Occidental Petroleum Ltd.




Canadian Occidental Petroleum Ltd. 71




72

30
3
@
47
(65)

45
2
(69)
94
(101)

4

(2
59
(65)

Canadian Occidental Petroleum Ltd.

(95)
91
(101)




Board of Directors

Committee Membership:

(@ Executive Committee @ Finance Committee @) Audit and Conduct Review Committee ) Compensation Committee

) Corporate Governance and Nominating Committee © Environment, Health and Safety Committee () Independent Committee

Richard M. Thomson 1.24.6.7

Chairman

Retired Chairman and
Chief Executive Officer
of the Toronto-Dominion
Bank, Director of the

Dr. Ray R. Irani 145
Honourary Chairman

Chief Executive Officer and

a Director of Occidental
Petroleum Corporation,
Los Angeles, California

Victor J. Zaleschuk
President and

Chief Executive Officer
of Canadian Occidental
Petroleum Ltd.,
Calgary, Alberta

John E. Feick 1.3:5
President and

Chief Executive Officer
of Matrix Solutions Inc.,
Calgary, Alberta

Toronto-Dominion Bank,
Toronto, Ontario

——
-
-

Gordon R. Wittman 1.34.5.6.7 Francis M. Saville, Q.C.13567
Formerly President, Vice Chairman and President and Chief

Chief Operating Officer and Senior Partner of Executive Officer and

a Director of Fraser Milner Barristers a Director of

DuPont Canada Inc., and Solicitors, The Westaim Corporation,

Mississauga, Ontario Calgary, Alberta Calgary, Alberta

Kevin J. Jenkins 123457

John M. Willson 2:4.5.6.7
Vice Chairman of

Placer Dome Inc.,
Vancouver, British Columbia

Dr. Dale R. Laurance 1.24.5
President and a

Director of Occidental
Petroleum Corporation,
Los Angeles, California

David A. Hentschel 2:3.6

Former Executive Vice President,
Oil and Gas of Occidental Oil
and Gas Corporation,
Bakersfield, California

Canadian Occidental Petroleum Ltd.



Corporate Information

Officers

Richard M. Thomson
Chairman of the Board

Laurence Murphy
Senior Vice President,
International Oil and Gas
Victor J. Zaleschuk
President and

Chief Executive Officer

Douglas B. Otten

Senior Vice President,
United States Oil and Gas
Charles W. Fischer
Executive Vice President and
Chief Operating Officer

Marvin F. Romanow

Senior Vice President, Finance
and Chief Financial Officer
John B. McWilliams

Senior Vice President,

General Counsel and Secretary

Thomas A. Sugalski
Senior Vice President,
Chemicals

Head Office

635 — 8th Avenue S.W.

Calgary, Alberta, Canada T2P 371
(403) 2346700

www.cdnoxy.com

Common Share Transfer Agents and Registrars
CIBC Mellon Trust Company,
Calgary, Toronto, Montreal, Regina, Winnipeg,

Vancouver and Halifax.

ChaseMellon
Shareholder Services,
New York, NY

Listed — Symbol “CXY”
The Toronto Stock Exchange

American Stock Exchange

Preferred Securities
9.75 per cent due 2047
9.375 per cent due 2048

TRUSTEE: IB] Whitehall Bank & Trust Company
New York

LISTED: Symbol “CZX”
New York Stock Exchange

Investor Relations Contact: Tim Jeffery Telephone (403) 234-6984 Fax (403) 234-1086 tim_jeffery@cdnoxy.com
Statistical Supplement available at www.cdnoxy.com

Canadian Occidental Petroleum Ltd.

Kevin J. Reinhart
Treasurer

Roger D. Thomas
Senior Vice President,
Canadian Oil and Gas
Una M. Power
Controller and Director,
Risk Management

David B. Wartman
Senior Vice President,
Human Resources and
Corporate Services Lynda J. Elliott
Assistant Secretary
Graeme G. Phipps
Vice President,
Corporate Planning and
Business Development

Eric B. Miller
Assistant Secretary

Dividend Reinvestment Plan

A copy of the offering circular (and for United States
residents, a prospectus) and authorization form
may be obtained by calling CIBC Mellon Trust
Company at 1-800-387-0825 or via the Internet at

www.cibcmellon.ca

Auditors
Arthur Andersen LLP
Calgary, Alberta

Form 10-K

A copy of the 1999 Annual Report on Form 10K as
tiled with the United States Securities and Exchange
Commission is available without charge, upon written

request to the Secretary.

Corporate Governance

The Board of Directors of CanadianOxy takes seriously its duties
and responsibilities with respect to principles of good corporate
governance. In this regard, CanadianOxy supports and conducts its
business in accordance with the guidelines adopted by The Toronto
Stock Exchange. A report of our compliance with the guidelines

may be found in the Proxy Statement and Information Circular.



