
Talisman Energy Inc.
Highlights

Three months ended Years ended 
December 31 December 31 
2004 2003 2004 2003

Financial (restated) (restated) 
(millions of Canadian dollars unless otherwise stated)

Cash flow 679 644 2,931 2,729
Net income 121 108 663 1,012
Exploration and development expenditures 728 658 2,538 2,180
Per common share (dollars)
    Cash flow (1) 1.78 1.68 7.65 7.07
    Net income (2) 0.32 0.27 1.77 2.56
Production
(daily average)
Oil and liquids (bbls/d)
    North America 54,464 55,019 54,393 56,929
    North Sea 127,943 128,697 121,861 113,075
    Southeast Asia 35,018 31,138 35,644 24,430
    Algeria 15,329 11,804 13,537 6,594
    Sudan - - - 13,039
    Synthetic oil 2,858 2,508 2,999 2,649
Total oil and liquids 235,612 229,166 228,434 216,716
Natural gas (mmcf/d)
    North America 891 867 885 864
    North Sea 121 118 114 109
    Southeast Asia 280 153 260 117
Total natural gas 1,292 1,138 1,259 1,090
Total mboe/d 451 419 438 398
Prices (3)
Oil and liquids ($/bbl)
    North America 44.05 32.39 42.11 35.78
    North Sea 50.26 38.81 48.29 39.72
    Southeast Asia 53.81 41.56 51.29 41.35
    Algeria 46.50 39.70 51.17 39.01
    Sudan - - - 43.89
Crude oil and natural gas liquids 49.10 37.68 47.45 39.09
    Synthetic oil 61.61 36.99 52.19 43.19
Total oil and liquids 49.24 37.67 47.51 39.14
Natural gas ($/mcf)
    North America 6.99 5.31 6.83 6.58
    North Sea 6.08 5.10 5.55 4.77
    Southeast Asia 4.55 5.31 4.74 5.72
Total natural gas 6.38 5.29 6.28 6.30
Total ($/boe) (includes synthetic) 44.00 34.98 42.81 38.54

(1) Cash flow per common share is calculated before deducting preferred security charges.
(2) Net income per common share is calculated after deducting preferred security charges.
(3) Prices are before hedging.



Talisman Energy Inc.
Consolidated Balance Sheets

(Unaudited)

December 31 (millions of Canadian dollars) 2004 2003
Assets (restated) 
Current (note 1) 
   Cash and cash equivalents 38 98
   Accounts receivable 836 760
   Inventories 78 100
   Prepaid expenses 18 17

970 975

Accrued employee pension benefit asset 61 63
Other assets 64 76
Goodwill 466 473
Property, plant and equipment 10,847 10,193

11,438 10,805
Total assets 12,408 11,780

Liabilities
Current
   Accounts payable and accrued liabilities 1,302 1,064
   Income and other taxes payable 341 154
   Short-term borrowings - - 

1,643 1,218

Deferred credits 105 57
Asset retirement obligation 1,272 1,157
Long-term debt 2,457 2,203
Future income taxes 2,100 2,127

5,934 5,544

Shareholders' equity
Preferred securities - 431
Common shares 2,666 2,725
Contributed surplus 71 73
Cumulative foreign currency translation (150) (114)
Retained earnings 2,244 1,903

4,831 5,018
Total liabilities and shareholders' equity 12,408 11,780

See accompanying notes.



Talisman Energy Inc.
Consolidated Statements of Income

(Unaudited)

Three months ended Years ended 
(millions of Canadian dollars December 31 December 31
 except per share amounts) 2004 2003 2004 2003

(restated) (restated) 
Revenue (note 1) (note 1) 
   Gross sales 1,663 1,311 6,394 5,416
   Less royalties 281 205 1,124 894
   Net sales 1,382 1,106 5,270 4,522
   Other 20 22 85 76
Total revenue 1,402 1,128 5,355 4,598

Expenses
   Operating 302 272 1,198 1,039
   Transportation 50 47 192 181
   General and administrative 64 46 183 152
   Depreciation, depletion and amortization 447 401 1,650 1,435
   Dry hole 89 66 311 251
   Exploration 71 52 238 213
   Interest 38 35 158 137
   Stock-based compensation 7 62 171 185
   Other 74 (9) 89 16
Total expenses 1,142 972 4,190 3,609
Gain on sale of Sudan operations - - - 296
Income before taxes 260 156 1,165 1,285
Taxes
   Current income tax 204 35 478 229
   Future income tax (recovery) (99) (6) (105) (48)
   Petroleum revenue tax 34 19 129 92

139 48 502 273
Net income 121 108 663 1,012

Per common share (dollars)
   Net income 0.32 0.27 1.77 2.56
   Diluted net income 0.31 0.26 1.74 2.53
Average number of common shares outstanding (millions)
   Basic 381 384 383 386
   Diluted 387 390 390 391

See accompanying notes.

Consolidated Statements of Retained Earnings
(Unaudited)

Three months ended Years ended 
December 31 December 31

(millions of Canadian dollars) 2004 2003 2004 2003
(restated) (restated) 

(note 1) (note 1) 
Retained earnings, beginning of period 2,401 1,851 1,903 1,125
Net income 121 108 663 1,012
Common share dividends (56) (51) (114) (90)
Purchase of common shares (222) - (222) (122)
Redemption of preferred securities, net of tax - - 23 - 
Preferred security charges, net of tax - (5) (9) (22)
Retained earnings, end of period 2,244 1,903 2,244 1,903

See accompanying notes.



Talisman Energy Inc.
Consolidated Statements of Cash Flows

(Unaudited)

Three months ended Years ended
December 31 December 31

(millions of Canadian dollars) 2004 2003 2004 2003
(restated) (restated) 

Operating (note 1) (note 1) 
Net income 121 108 663 1,012
Items not involving current cash flow 487 484 2,030 1,504
Exploration 71 52 238 213
Cash flow (note 2) 679 644 2,931 2,729
Deferred gain on unwound hedges - (1) - (9)
Changes in non-cash working capital 46 (126) 203 (128)
Cash provided by operating activities 725 517 3,134 2,592
Investing
Proceeds on sale of Sudan operations - - - 1,012
Capital expenditures
    Exploration, development and corporate (735) (668) (2,565) (2,218)
    Acquisitions (18) (17) (317) (661)
Proceeds of resource property dispositions 70 1 75 63
Investments 4 (8) - (11)
Changes in non-cash working capital 110 104 50 105
Cash used in investing activities (569) (588) (2,757) (1,710)
Financing
Long-term debt repaid (99) - (667) (791)
Long-term debt issued 330 - 912 292
Short-term borrowings - - - - 
Common shares issued (purchased) (286) 2 (284) (184)
Common share dividends (56) (51) (114) (90)
Preferred securities redeemed - - (402) - 
Preferred security charges - (9) (15) (38)
Deferred credits and other (29) 8 164 28
Changes in non-cash working capital (2) - (10) - 
Cash used in financing activities (142) (50) (416) (783)
Effect of translation on foreign currency cash (4) (1) (21) (28)
Net (decrease) increase in cash and cash equivalents 10 (122) (60) 71
Cash and cash equivalents, beginning of period 28 220 98 27
Cash and cash equivalents, end of period 38 98 38 98

See accompanying notes.



ABBREVIATED NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
(unaudited) 
 
The Consolidated Financial Statements of Talisman Energy Inc. (“Talisman” or the “Company”) have been 
prepared by management in accordance with Canadian generally accepted accounting principles.  Certain 
information and disclosures normally required to be included in notes to annual consolidated financial 
statements have been condensed or omitted. 

 

1.   Change in accounting policies 

a) Asset Retirement Obligations 

Effective January 1, 2004 the Company retroactively adopted the Canadian Institute of Chartered 
Accountants (“CICA”) new standard for accounting for asset retirement obligations (ARO). 

The change in accounting has increased net income and decreased depreciation, depletion and 
amortization for the three months and year ended December 31, 2003. In addition, property plant & 
equipment, provision for future site restoration (ARO), future income taxes, and retained earnings 
as at December 31, 2003 have all increased. 

b) Transportation Expenses 

During 2004, the Company began accounting for transportation costs as expenses on a retroactive 
basis. Previously, these costs had been either netted off against the realized price or included as a 
component of operating costs, depending on the circumstances in the various geographic segments. 
Prior period comparatives have been restated to reflect this change in accounting policy. The 
change in accounting has no effect on net earnings but has increased revenue and decreased 
operating expenses. 

c) Share split 

In May 2004, the Company implemented a three-for-one share split of its issued and outstanding 
common shares. All references to net income per share amounts, weighted average number of 
common shares outstanding and common shares issued and outstanding have been retroactively 
restated to reflect the impact of the Company’s three-for-one share split. 
 

2.  Selected Cash Flow Information      
 Three months ended  Years ended 
 December 31  December 31 
(millions of Canadian dollars) 2004 2003  2004 2003 
 (restated)  (restated) 
 (note 1)  (note 1) 
Net income 121 108   663 1,012 
Items not involving current cash flow      
   Depreciation, depletion and amortization 447 401  1,650 1,435 
   Property impairments 31 2  31 30 
   Dry hole 89 66  311 251 
   Net loss (gain) on asset disposals 28 -  30 (14)
   Gain on sale of Sudan operations - -  - (296)
   Stock-based compensation (10) 32  89 138 
   Future taxes and deferred PRT (85) (7)  (101) (29)
   Other (13) (10)  20 (11)
  487 484   2,030 1,504 
Exploration 71 52   238 213 
Cash flow 679 644   2,931 2,729 
 



Segmented Information

North America (1) North Sea (2) Southeast Asia (3)
Three months Years Three months Years Three months Years

ended ended ended ended ended ended
December 31 December 31 December 31 December 31 December 31 December 31

(millions of Canadian dollars) 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
Revenue
Gross sales (5) 765     593     2,964  2,780  541     490     2,056  1,746  291     187     1,120  592     
Royalties 143     122     599     587     10       14       37       8         102     49       391     156     
Net sales 622     471     2,365  2,193  531     476     2,019  1,738  189     138     729     436     
Other 14       22       62       54       6         1         23       23       -         -         -         -         
Total revenue 636     493     2,427  2,247  537     477     2,042  1,761  189     138     729     436     
Segmented expenses
Operating (5) 114     104     421     395     159     140     662     528     24       25       98       86       
Transportation (5) 18       20       75       78       18       16       66       63       11       9         42       36       
DD&A (5) 227     178     785     688     179     184     661     616     32       31       174     95       
Dry hole 38       26       128     135     14       19       109     69       12       7         25       9         
Exploration 36       21       123     87       6         5         28       21       3         6         20       17       
Other 34       3         18       (28)     16       (6)       30       26       (12)     4         (9)       9         
Total segmented expenses 467     352     1,550  1,355  392     358     1,556  1,323  70       82       350     252     
Segmented income before taxes 169     141     877     892     145     119     486     438     119     56       379     184     
Non-segmented expenses
General and administrative
Interest
Gain on sale of Sudan operations
Stock-based compensation
Currency translation
Total non-segmented expenses
Income before taxes
Capital expenditures
Exploration 181     105     590     453     11       40       150     99       16       26       54       70       
Development 246     236     821     629     101     96       357     397     62       58       201     246     
Midstream 34       7         41       27       -         -         -         -         -         -         -         -         
Exploration and development 461     348     1,452  1,109  112     136     507     496     78       84       255     316     
Property acquisitions
Midstream acquisitions
Proceeds on dispositions
Other non-segmented
Net capital expenditures (4)
Property, plant and equipment 6,214  5,767  3,074  2,995  1,050  1,084  
Goodwill 291     291     75       74       100     108     
Other 419     403     347     386     221     217     
Segmented assets 6,924  6,461  3,496  3,455  1,371  1,409  
Non-segmented assets
Total assets

Three months Years Three months Years
ended ended ended ended

December 31 December 31 December 31 December 31
(1) North America 2004 2003 2004 2003 (2) North Sea 2004 2003 2004 2003
Canada 568        480        2,199     2,095     United Kingdom 492        450        1,897     1,699     
US 68          13          228        152        Netherlands 11          3            36          26          
Total revenue 636        493        2,427     2,247     Norway 34          24          109        36          
Canada 5,738     5,356     Total revenue 537        477        2,042     1,761     
US 476        411        United Kingdom 2,858     2,777     
Property, plant and equipment 6,214     5,767     Netherlands 41          40          

Norway 175        178        
(4) Excluding corporate acquisitions. Property, plant and equipment 3,074     2,995     
(5) Revenues, operating expenses and transportation reclassified in 2004.
       DD&A restated effective January 1, 2004 for retroactive adoption of CICA policy on Asset Retirement Obligations.



Algeria Sudan Other Total
Three months Years Three months Years Three months Years Three months Years

ended ended ended ended ended ended ended ended
December 31 December 31 December 31 December 31 December 31 December 31 December 31 December 31
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003

66       41       254     89       -         -         -         209     -         -         -         -         1,663    1,311    6,394    5,416    
26       20       97       46       -         -         -         97       -         -         -         -         281       205       1,124    894       
40       21       157     43       -         -         -         112     -         -         -         -         1,382    1,106    5,270    4,522    

-         -         -          -         -         -         -         (1)       -         (1)       -         -         20         22         85         76         
40       21       157     43       -         -         -         111     -         (1)       -         -         1,402    1,128    5,355    4,598    

5         3         17       12       -         -         -         18       -         -         -         -         302       272       1,198    1,039    
3         2         9         4         -         -         -         -         -         -         -         -         50         47         192       181       
9         8         30       17       -         -         -         19       -         -         -         -         447       401       1,650    1,435    
4         -         4         1         -         -         -         -         21       14       45       37       89         66         311       251       
-         -         -          -         -         -         -         5         26       20       67       83       71         52         238       213       
-         -         -          -         -         -         -         -         20       (1)       20       2         58         -           59         9           

21       13       60       34       -         -         -         42       67       33       132     122     1,017    838       3,648    3,128    
19       8         97       9         -         -         -         69       (67)     (34)     (132)   (122)   385       290       1,707    1,470    

64         46         183       152       
38         35         158       137       

-           -           -           (296)     
7           62         171       185       

16         (9)         30         7           
125       134       542       185       
260       156       1,165    1,285    

-         -         -          4         -         -         -         7         42       50       158     151     250       221       952       784       
1         4         8         30       -         -         -         (5)       34       36       158     72       444       430       1,545    1,369    
-         -         -          -         -         -         -         -         -         -         -         -         34         7           41         27         
1         4         8         34       -         -         -         2         76       86       316     223     728       658       2,538    2,180    

36         27         330       638       
-           -           -           130       

(74)       (14)       (88)       (100)     
6           11         26         38         

696       682       2,806    2,886    
178     202     -         -         331     145     10,847  10,193  

-          -         -         -         -         -         466       473       
36       27       -         -         11       18       1,034    1,051    

214     229     -         -         342     163     12,347  11,717  
61         63         

12,408  11,780  

Three months Years
ended ended

December 31 December 31
(3) Southeast Asia 2004 2003 2004 2003
Indonesia 80          92          346        340        
Malaysia 106        43          363        85          
Vietnam 3            3            20          11          
Total revenue 189        138        729        436        
Indonesia 327        384        
Malaysia 701        677        
Vietnam 22          23          
Property, plant and equipment 1,050     1,084     



Talisman Energy Inc.
Product Netbacks

Three months ended Twelve months ended
December 31 December 31

(C$ - production before royalties) 2004 2003 2004 2003 
North Oil and liquids ($/bbl)
America    Sales price 44.05 32.39 42.11 35.78

   Hedging (gain) 8.64 2.07 5.95 2.45
   Royalties 8.76 6.86 8.59 7.37
   Transportation 0.46 0.51 0.49 0.48
   Operating costs 7.79 6.76 6.75 6.28

18.40 16.19 20.33 19.20
Natural gas ($/mcf)
   Sales price 6.99 5.31 6.83 6.58
   Hedging (gain) 0.04 (0.04) 0.10 0.11
   Royalties 1.20 1.08 1.31 1.37
   Transportation 0.21 0.20 0.20 0.21
   Operating costs 0.80 0.78 0.79 0.75

4.74 3.29 4.43 4.14
North Sea Oil and liquids ($/bbl)

   Sales price 50.26 38.81 48.29 39.72
   Hedging (gain) 10.02 2.07 7.36 2.01
   Royalties 0.52 0.60 0.43 (0.08)
   Transportation 1.09 0.99 1.14 1.16
   Operating costs 11.84 10.83 13.27 11.51

26.79 24.32 26.09 25.12
Natural gas ($/mcf)
   Sales price 6.08 5.10 5.55 4.77
   Hedging (gain) - - - - 
   Royalties 0.37 0.63 0.42 0.28
   Transportation 0.38 0.39 0.35 0.37
   Operating costs 0.72 0.33 0.55 0.37

4.61 3.75 4.23 3.75
Southeast Asia (1) Oil and liquids ($/bbl)

   Sales price 53.81 41.56 51.29 41.35
   Hedging (gain) - 2.10 - 2.37
   Royalties 21.94 15.69 21.24 16.09
   Transportation 0.18 0.27 0.23 0.41
   Operating costs 5.60 6.76 5.57 7.22

26.09 16.74 24.25 15.26
Natural gas ($/mcf)
   Sales price 4.55 5.31 4.74 5.72
   Hedging (gain) - - - - 
   Royalties 1.20 0.33 1.19 0.29
   Transportation 0.38 0.68 0.41 0.77
   Operating costs 0.25 0.41 0.27 0.50

2.72 3.89 2.87 4.16
Algeria Oil ($/bbl)

   Sales price 46.50 39.70 51.17 39.01
   Hedging (gain) - 2.11 - 2.23
   Royalties 18.48 18.52 19.65 19.18
   Transportation 1.64 1.64 1.76 1.77
   Operating costs 3.77 2.66 3.51 5.07

22.61 14.77 26.25 10.76
Sudan Oil ($/bbl)

   Sales price - - - 43.89
   Hedging (gain) - - - - 
   Royalties - - - 20.34
   Operating costs - - - 3.73

- - - 19.82
Total Company Oil and liquids ($/bbl)

   Sales price 49.10 37.68 47.45 39.09
   Hedging (gain) 7.53 2.08 5.42 2.05
   Royalties 6.85 5.13 6.84 5.59
   Transportation 0.84 0.81 0.88 0.83
   Operating costs 9.42 8.85 9.89 8.96

24.46 20.81 24.42 21.66
Natural gas ($/mcf)
   Sales price 6.38 5.29 6.28 6.30
   Hedging (gain) 0.03 (0.03) 0.07 0.08
   Royalties 1.12 0.93 1.21 1.14
   Transportation 0.26 0.29 0.26 0.28
   Operating costs 0.67 0.68 0.66 0.69

4.30 3.42 4.08 4.11

(1) Includes operations in Indonesia and Malaysia/Vietnam.
Netbacks do not include synthetic oil or pipeline operations.



Talisman Energy Inc.
Additional Information for US Readers

Product Netbacks

Three months ended Twelve months ended
December 31 December 31

(US$ - production net of royalties) 2004 2003 2004 2003 
North Oil and liquids (US$/bbl)
America    Sales price 36.05 24.72 32.44 25.64

   Hedging (gain) 8.81 2.00 5.81 2.21
   Transportation 0.47 0.49 0.48 0.44
   Operating costs 7.96 6.55 6.55 5.67

18.81 15.68 19.60 17.32
Natural gas (US$/mcf)
   Sales price 5.74 4.08 5.26 4.74
   Hedging (gain) 0.04 (0.04) 0.10 0.10
   Transportation 0.21 0.20 0.19 0.19
   Operating costs 0.79 0.75 0.76 0.68

4.70 3.17 4.21 3.77
North Sea Oil and liquids (US$/bbl)

   Sales price 41.14 29.50 37.23 28.35
   Hedging (gain) 8.27 1.60 5.77 1.43
   Transportation 0.90 0.76 0.89 0.83
   Operating costs 9.76 8.36 10.28 8.19

22.21 18.78 20.29 17.90
Natural gas (US$/mcf)
   Sales price 4.99 3.89 4.29 3.41
   Hedging (gain) - - - - 
   Transportation 0.33 0.33 0.29 0.28
   Operating costs 0.63 0.29 0.47 0.28

4.03 3.27 3.53 2.85
Southeast Asia (1) Oil and liquids (US$/bbl)

   Sales price 43.93 31.66 39.49 29.66
   Hedging (gain) - 2.57 - 2.78
   Transportation 0.25 0.34 0.30 0.48
   Operating costs 7.72 8.26 7.32 8.48

35.96 20.49 31.87 17.92
Natural gas (US$/mcf)
   Sales price 3.72 4.07 3.65 4.12
   Hedging (gain) - - - - 
   Transportation 0.43 0.55 0.42 0.59
   Operating costs 0.28 0.33 0.27 0.38

3.01 3.19 2.96 3.15
Algeria Oil (US$/bbl)

   Sales price 38.06 30.17 39.48 27.84
   Hedging (gain) - 3.01 - 3.13
   Transportation 2.22 2.34 2.20 2.55
   Operating costs 5.10 3.79 4.41 7.06

30.74 21.03 32.87 15.10
Sudan Oil (US$/bbl)

   Sales price - - - 31.33
   Hedging (gain) - - - - 
   Operating costs - - - 4.96

- - - 26.37
Total Company Oil and liquids (US$/bbl)

   Sales price 40.16 28.67 36.57 27.90
   Hedging (gain) 7.15 1.83 4.90 1.71
   Transportation 0.80 0.71 0.79 0.70
   Operating costs 8.94 7.79 8.87 7.46

23.27 18.34 22.01 18.03
Natural gas (US$/mcf)
   Sales price 5.23 4.06 4.84 4.50
   Hedging (gain) 0.03 (0.03) 0.07 0.07
   Transportation 0.26 0.27 0.25 0.25
   Operating costs 0.67 0.63 0.63 0.59

4.27 3.19 3.89 3.59

(1) Includes operations in Indonesia and Malaysia/Vietnam.
Netbacks do not include synthetic oil or pipeline operations.



Talisman Energy Inc.
Additional Information for US Readers

Production net of royalties

Three months ended Twelve months ended
December 31 December 31

2004 2003 2004 2003 

Oil and liquids (bbls/d)
    North America 43,636 43,178 43,303 45,035
    North Sea 126,622 126,711 120,768 113,291
    Southeast Asia (1) 20,738 19,326 20,884 14,853
    Algeria 9,235 6,298 8,338 3,351
    Sudan - - - 6,997
    Synthetic oil (Canada) 2,748 2,380 2,868 2,510
Total oil and liquids 202,979 197,893 196,161 186,037

Natural gas (mmcf/d)
    North America 738 683 715 678
    North Sea 113 103 105 103
    Southeast Asia (1) 206 142 194 110
Total natural gas 1,057 928 1,014 891

Total mboe/d 379 353 365 334

(1) Includes operations in Indonesia and Malaysia/Vietnam.
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