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        Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of the registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K. o

        Indicate by check mark whether the registrant is an accelerated filer. Yes ý    No o

        The aggregate market value of the voting stock held by non-affiliates as of June 30, 2003, the last business day of the registrant's most
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PART I

        Throughout this Form 10-K, we make statements that may be deemed "forward-looking" statements within the meaning of Section 27A of
the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. See Item 1, Business�Forward-Looking Statements, below.
Historical statements made herein are accurate only as of the date of filing this Form 10-K with the Securities and Exchange Commission and
may be relied upon only as of that date.

        In this report, quantities of oil or natural gas liquids are expressed in barrels (BBLS), thousands of barrels (MBBLS) or millions of barrels
(MMBBLS). One barrel equals 42 U.S. gallons. Quantities of natural gas are expressed in thousands of cubic feet (MCF), millions of cubic feet
(MMCF) or billions of cubic feet (BCF). Equivalent units are expressed in thousand cubic feet of gas equivalents (MCFE), million cubic feet of
gas equivalents (MMCFE), or billion cubic feet of gas equivalents (BCFE). Liquids are converted to gas at one barrel of oil equaling six MCF of
gas. The term liquids is used to describe oil, condensate and natural gas liquids (NGL). With respect to information relating to Forest's working
interest in wells or acreage, "net" oil and gas wells or acreage is determined by multiplying gross wells or acreage by Forest's working interest
therein.

Item 1. Business

The Company

        Throughout this Form 10-K we use the terms "Forest", "Company", "we", "our" and "us" to refer to Forest Oil Corporation and its
subsidiaries. Forest is an independent oil and gas company engaged in the acquisition, exploration, development and production of natural gas
and liquids in North America and selected international locations. Forest was incorporated in New York in 1924, as the successor to a company
formed in 1916, and has been a publicly held company since 1969. On December 31, 2003, we had 458 employees. Our common stock, par
value $.10 per share, is traded on the New York Stock Exchange under the symbol "FST."

        We operate from offices located in Denver, Colorado; Lafayette and Metairie, Louisiana; Anchorage, Alaska; and Calgary, Alberta,
Canada. Our corporate headquarters is located at 1600 Broadway, Denver, Colorado, 80202, telephone 303.812.1400. Information about Forest,
including the periodic and current reports that it files with the Securities and Exchange Commission, and all amendments thereto, are accessible,
free of charge, on Forest's website, www.forestoil.com, as soon as reasonably practicable after filing with the SEC.

        In 2003, we operated in five business units: the Gulf Coast, Western United States, Alaska, Canada and International. We conduct
exploration and development activities in each of our North American core areas and in selected international locations. Our proved reserves and
producing properties are all located in North America. At December 31, 2003, approximately 88% of our proved oil and gas reserves were in the
United States and approximately 12% in Canada.
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        For information with respect to our reserves, see Item 2, Properties, of this Form 10-K. For financial information relating to our geographic
and operational segments, see Note 12 of Notes to Consolidated Financial Statements of this Form 10-K.

Exploration and Production Activities

        At December 31, 2003, we held interests in approximately 1,989 net oil and gas wells in the United States and Canada. During 2003, we
drilled a total of 129 gross wells, 25 of which were injection wells. Of the remaining 104 wells, 23 were exploration and 81 were development.
Our 2003 drilling program achieved an 82% success rate. During 2003, we sold 149 BCFE or an average of 409 MMCFE per day.
Approximately 87% of our total production in 2003 was in the United States and approximately 13% in
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Canada. Our operations conducted through our U.S. and Canadian business units are summarized below.

2003 Exploration and Production
Activities in North America

Business Unit Primary Areas
% Total

Production

2003 Sales
Volumes/Average

Daily Volume

% Total
Estimated
Reserves

At 12/31/03

Number of Wells
Drilled in 2003/

Productive No. of Wells

Gulf Coast(1) South Texas
Louisiana Gulf Coast
Offshore Gulf of Mexico

58% 87 BCFE/
240 MMCFE

48% 25/19

Western United
States

Oklahoma
Utah
Wyoming
West Texas
SE New Mexico

15% 22 BCFE/
61 MMCFE

30% 33/26

Alaska(2) Primarily Cook Inlet Area 14% 21 BCFE/
57 MMCFE

10% 3/2

Canada Alberta�Plains Region
and Foothills
British Columbia
NW Territories

13% 19 BCFE/
51 MMCFE

12% 39/37

100% 149/409 100% 100/84

(1)
Our Gulf Coast business unit was formed in the first quarter of 2003 by combining our Gulf of Mexico Offshore Region and our Gulf
Coast Onshore Region to achieve greater efficiencies.

(2)
During the fourth quarter of 2003, we recorded significant downward revisions of our estimated proved reserves, primarily in the
Redoubt Shoal Field in the Cook Inlet, Alaska. See Item 2, Properties�Reserves, of this Form 10-K.

        International Business Unit.    Forest also evaluates oil and gas opportunities in countries outside North America. We currently hold
concessions in South Africa, Gabon, Switzerland, Germany, Albania, Italy and Romania, as well as overriding royalty interests in certain other
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areas. Although we have had some successful wells in South Africa, to date Forest has not recorded any proved reserves related to its
international concessions. The book value of these international interests at December 31, 2003 represents approximately 1% of our total assets.

        During 2003, we entered into participation agreements in connection with our exploration activities in South Africa and Germany. Pursuant
to these agreements, Forest receives partial cost reimbursements and is carried for drilling costs in exchange for a reduced interest in the
concessions.

        During 2003, the International business unit drilled three wells in South Africa, of which one was tested, and one well in Gabon which was
not productive.

Sales and Markets

        Oil and Gas Operations.    Forest's U.S. production of natural gas is generally sold at the wellhead in the areas where it is produced or at
nearby "pooling points". Our U.S. natural gas production is
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typically sold on a month to month basis in the spot market using published indices. The credit-worthiness of various purchasers is an important
consideration in choosing purchasers at a given delivery point. We believe that the loss of one or more of our current natural gas spot purchasers
would not have a material adverse effect on Forest's business in the United States because any individual spot purchaser could be readily
replaced by another spot purchaser who would pay approximately the same sales price. Sales to BP Energy Company and Occidental Petroleum
Corporation, purchasers of natural gas in the Gulf Coast, represented approximately 10% each of our total revenue in 2003.

        Natural gas production in Canada has been sold by Canadian Forest Oil Ltd. ("Canadian Forest") either through a netback pool (the
"Canadian Netback Pool") administered by Producers Marketing, Ltd. (ProMark) on behalf of Canadian Forest, or through Canadian Forest's
direct sales contracts or under spot contracts. In 2003, Canadian Forest sold approximately 71% of its natural gas production through the
Canadian Netback Pool. As described below, on March 1, 2004, the assets of ProMark were sold to a third party.

        Our U.S. production of oil and natural gas liquids is typically sold under short-term contracts at prices based upon posted field prices.
Canadian oil and natural gas liquids are typically sold under short-term contracts at prices based upon posted prices at Alberta pipeline and
processing hubs, netted back to the field. Except in Alaska, our liquids production is generally sold at the wellhead. Our Alaskan oil production,
which represented approximately 14% of our total 2003 production, is currently being sold at the terminal to one local refiner, Tesoro Alaska
Petroleum Company and its affiliate. The oil is transported to a terminal by a pipeline company that is 40% owned by Forest. The primary term
of our contract with this refiner expires on December 31, 2004, but will be renewed automatically from year to year thereafter unless terminated
by either party upon written notice 60 days prior to expiration. Sales to this purchaser represented 15% of our total revenue in 2003.

        We enter into energy swaps and collars to hedge the price of a portion of our spot market volumes against price fluctuations.

Canadian Netback Pool Sales. The Canadian Netback Pool, which was formerly administered by ProMark, matches major end users with
providers of gas supply through firm transportation arrangements, and uses a netback pricing mechanism to establish the average, or "blended,"
wellhead price paid to producers. Under this netback arrangement, producers receive the blended well head price less related transportation and
other direct costs. The administrator charges a marketing fee to the pool participant producers for marketing and administering the gas supply
pool.

        The Canadian Netback Pool gas sales in 2003 averaged 69 MMCF per day, of which Canadian Forest supplied approximately 29 MMCF
per day or 42%. Approximately 22% of the volumes sold in the Canadian Netback Pool in 2003 were sold at fixed prices. The remainder of the
volumes sold were priced in a variety of ways, including prices based on published indices. The weighted average price realized by Canadian
Forest for volumes sold through the Canadian Netback Pool in 2003 was $4.51 CDN per MCF, compared to an average price of $5.31 CDN per
MCF for volumes sold through other channels.

        On March 1, 2004, we sold the gas marketing business of ProMark to Cinergy Canada, Inc. (Cinergy). Immediately prior to the closing,
ProMark was amalgamated with Canadian Forest. Following the closing, all employees of ProMark became employees of Cinergy. Under the
terms of a contract administration agreement, Cinergy will administer the Canadian Netback Pool. In addition, the parties entered into a separate
agreement under which Cinergy will purchase all of Canadian Forest's natural gas that is not otherwise subject to existing contracts for a period
of five years. Canadian Forest's obligation to deliver gas to the pool is not expected to change as a result of the sale. For further information
concerning the ProMark sale, see Note 3 of Notes to Consolidated Financial Statements of this Form 10-K.
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Competition

        The oil and natural gas industry is intensely competitive. Competition is particularly intense in the acquisition of prospective oil and natural
gas properties and oil and gas reserves. Forest's competitive position depends on our geological, geophysical and engineering expertise, our
acreage position and property base, our financial resources, our ability to develop properties and our ability to select, acquire and develop proved
reserves. We compete with a substantial number of other companies including many companies with larger technical staffs and greater financial
and operational resources. Some of these companies not only engage in the acquisition, exploration, development and production of oil and
natural gas reserves, but also carry on refining operations, generate electricity and market refined products. We also compete with major and
independent oil and gas companies in the marketing and sale of oil and gas to transporters, distributors and end users. The oil and natural gas
industry competes with other industries supplying energy and fuel to industrial, commercial and individual consumers. Forest competes with
other oil and natural gas companies in attempting to secure drilling rigs and other equipment necessary for drilling and completion of wells.
Such equipment may be in short supply from time to time. Finally, companies not previously investing in oil and natural gas may choose to
acquire reserves to establish a firm supply or simply as an investment. Such companies provide competition for Forest.

        Forest's business is affected not only by such competition, but also by general economic developments, governmental regulations and other
factors that affect our ability to market our oil and natural gas production. The prices of oil and natural gas realized by Forest are highly volatile.
The price of oil is generally dependent on world supply and demand, while the price we receive for our natural gas is tied to a variety of factors
such as the price of competitive fuels, the spot price at the Henry Hub, and local competition for pipeline capacity in the specific markets in
which such gas is produced. Declines in crude oil prices or natural gas prices adversely impact Forest's activities. Our financial position and
resources may also adversely affect our competitive position. Lack of available funds or financing alternatives can prevent us from executing our
operating strategy and from deriving the expected benefits therefrom. For further information concerning Forest's financial position, see Part II,
Item 7, Management's Discussion and Analysis of Financial Condition and Results of Operations, in this Form 10-K.

Regulation

        Our oil and gas operations are subject to various U.S. federal, state and local laws and regulations and foreign laws and regulations.

        United States.    Various aspects of our oil and natural gas operations are regulated by administrative agencies under statutory provisions of
the states where such operations are conducted and by certain agencies of the Federal government for operations on Federal leases. All of the
jurisdictions in which we own or operate producing crude oil and natural gas properties have statutory provisions regulating the exploration for
and production of crude oil and natural gas, including provisions requiring permits for the drilling of wells and maintaining bonding
requirements in order to drill or operate wells and provisions relating to the location of wells, the method of drilling and casing wells, the surface
use and restoration of properties upon which wells are drilled and the abandonment of wells. Our operations are also subject to various
conservation laws and regulations. These include the regulation of the size of drilling and spacing units or proration units and the number of
wells which may be drilled in an area and the unitization or pooling of crude oil and natural gas properties. In this regard, some states can order
the pooling or integration of tracts to facilitate exploration while other states rely on voluntary pooling of lands and leases. In addition, state
conservation laws establish maximum rates of production from crude oil and natural gas wells, generally prohibit the venting or flaring of
natural gas, and impose certain requirements regarding the ratability or fair apportionment of production from fields and individual wells.
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        The Federal Energy Regulatory Commission (FERC) regulates the transportation and sale for resale of natural gas in interstate commerce
under the Natural Gas Act of 1938 (NGA) and the Natural Gas Policy Act of 1978 (NGPA). In the past, the Federal government has regulated
the prices at which oil and gas could be sold. The Natural Gas Wellhead Decontrol Act of 1989 (the Decontrol Act) removed all NGA and
NGPA price and nonprice controls affecting producers' wellhead sales of natural gas effective January 1, 1993. While sales by producers of
natural gas, and all sales of crude oil, condensate and natural gas liquids can currently be made at uncontrolled market prices, Congress could
enact price controls in the future.

        Commencing in 1992, the FERC issued Order No. 636 and subsequent orders (collectively, Order No. 636), which require interstate
pipelines to provide transportation services separate from the pipelines' sales of gas. Also, Order No. 636 requires pipelines to provide
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open-access transportation on a basis that is equal for all gas supplies. The courts have largely affirmed the significant features of Order No. 636
and numerous related orders pertaining to the individual pipelines, although certain appeals remain pending and the FERC continues to review
and modify its open access regulations. Commencing in February 2000, the FERC issued Order No. 637 and subsequent orders (collectively,
Order No. 637), which imposed a number of reforms intended to further enhance competition in natural gas markets. Most major aspects of
Order No. 637 were upheld in judicial review, though certain issues were remanded to FERC, have been considered on remand, and are pending
rehearing at FERC.

        While any additional FERC action on these matters would affect Forest only indirectly, these changes are intended to further enhance
competition in natural gas markets. We cannot predict whether and to what extent the FERC's regulations will survive rehearing and further
judicial review and, if so, whether the FERC's actions will achieve the goal of increasing competition in natural gas markets in which our natural
gas is sold. However, we do not believe that we will be affected materially differently than other natural gas producers and markets with which
and in which we compete.

        The Outer Continental Shelf Lands Act (OCSLA) requires that all pipelines operating on or across the Outer Continental Shelf (the OCS)
provide open-access, non-discriminatory service. Commencing in April 2000, FERC issued Order No. 639 and subsequent orders (collectively,
Order No. 639), which imposed certain reporting requirements applicable to "gas service providers" operating on the OCS concerning their
prices and other terms and conditions of service. The purpose of Order No. 639 is to provide regulators and other interested parties with
sufficient information to detect and to remedy discriminatory conduct by such service providers. FERC has stated that these reporting rules
apply to OCS gatherers and has clarified that they may also apply to other OCS service providers including platform operators performing
dehydration, compression, processing and related services for third parties. The U.S. District Court overturned the FERC's reporting rules as
exceeding its authority under OCSLA. The FERC has recently appealed this decision, which was affirmed on appeal through petitions to the
U.S. Supreme Court and are pending. We cannot predict whether and to what extent these regulations might be reinstated, and what effect, if
any, they may have on our financial condition or operations. The rules, if reinstated, may increase the frequency of claims of discriminatory
service, may decrease competition among OCS service providers and may lessen the willingness of OCS gathering companies to provide service
on a discounted basis.

        Certain operations that we conduct are on federal oil and gas leases, which are administered by the Bureau of Land Management (BLM)
and the Minerals Management Service (MMS). These leases contain relatively standardized terms and require compliance with detailed BLM
and MMS regulations and orders pursuant to the OCSLA (which are subject to change by the MMS). Many onshore leases contain stipulations
limiting activities that may be conducted on the lease. The stipulations are unique to particular geographic areas and may limit the times during
which activities on the lease may be conducted, the manner in which certain activities may be conducted or, in some cases, may ban any surface
activity. For offshore operations, lessees must obtain MMS approval for exploration,
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development and production plans prior to the commencement of such operations. In addition to permits required from other agencies (such as
the Environmental Protection Agency), lessees must obtain a permit from the BLM or the MMS, as applicable, prior to the commencement of
drilling. Lessees must also comply with detailed BLM or MMS regulations, as applicable, governing, among other things, engineering and
construction specifications for production facilities, safety procedures, plugging and abandonment of OCS wells, calculation of royalty payments
and the valuation of production for this purpose and removal of facilities. To cover the various obligations of lessees on the OCS, the MMS
generally requires that lessees post substantial bonds or other acceptable assurances that such obligations will be met, unless the MMS exempts
the lessee from such obligations. The cost of such bonds or other surety can be substantial and we can provide no assurance that we can continue
to obtain bonds or other surety in all cases. Under certain circumstances, the BLM or MMS, as applicable, may require our operations on federal
leases to be suspended or terminated. Any such suspension or termination could materially and adversely affect our financial condition and
operations.

        In March 2000, the MMS issued a final rule modifying the valuation procedures for the calculation of royalties owed for crude oil sales.
When oil production sales are not in arms-length transactions, the new royalty calculation will base the valuation of oil production on spot
market prices instead of the posted prices that were previously utilized. We do not believe that this rule will have a material adverse effect on our
operations.

        Additional proposals and proceedings that might affect the oil and gas industry are regularly considered by Congress, states, the FERC and
the courts. We cannot predict when or whether any such proposals may become effective. In the past, the natural gas industry has been heavily
regulated. We can give no assurance that the regulatory approach currently pursued by the FERC will continue indefinitely. We do not
anticipate, however, that compliance with existing federal, state and local laws, rules and regulations will have a material or significantly adverse
effect upon our capital expenditures, earnings or competitive position. No material portion of Forest's business is subject to renegotiation of
profits or termination of contracts or subcontracts at the election of the Federal government.
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        Canada.    The oil and natural gas industry in Canada is subject to extensive controls and regulations imposed by various levels of
government. It is not expected that any of these controls or regulations will affect our operations in a manner materially different than they
would affect other oil and gas companies of similar size. We are unable to predict what additional legislation or amendments may be created.

        Oil and natural gas exported from Canada is subject to regulation by the National Energy Board (NEB), an independent federal regulatory
agency and the government of Canada. Exporters are free to negotiate with purchasers, provided that the export contracts must meet certain
criteria prescribed by the NEB. Natural gas exports for a term of less than two years or for a term two to 20 years (in quantities of more than
30,000 cubic meters per day), must be made pursuant to a NEB order. Oil exports may be made pursuant to export contracts with terms not
exceeding one year, in the case of light crude, and not exceeding two years, in the case of heavy crude, provided that an order approving any
export has been obtained from the NEB. Any natural gas or oil export to be made pursuant to a contract of longer duration (to a maximum of
25 years) or a larger quantity requires an exporter to obtain an export license from the NEB and the government of Canada. The provinces in
which our operations are located, mainly Alberta and British Columbia, also regulate the volume of natural gas which may be removed for
consumption elsewhere.

        In addition, each province has regulations that govern land tenure, royalties, production rates and other matters. The royalty regime is a
significant factor in the profitability of oil and natural gas production. Royalties payable on production from private lands are determined by
negotiations between the mineral owner and the lessee, although production from such lands is also subject to certain provincial taxes and
royalties. Crown royalties are determined by government regulation and are
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generally calculated as a percentage of the value of the gross production, and the rate of royalties payable generally depends in part on
prescribed reference prices, well productivity, geographical location, field discovery date and the type or quality of the petroleum product
produced.

        In Alberta, certain producers of oil or natural gas are entitled to a credit against the royalties to the Crown by virtue of the ARTC (Alberta
Royalty Tax Credit) program. The credit is determined by applying a specified rate (25-75%) to a maximum of $2 million CDN of Alberta
Crown royalties payable for each producer. Canadian Forest is eligible for ARTC credits only on eligible properties acquired and wells drilled
after the change of control that occurred when Canadian Forest was acquired by Forest. Production from properties acquired from corporations
claiming maximum entitlement to ARTC will generally not be eligible.

        In British Columbia, the amount payable as a royalty in respect of oil depends on the vintage of the oil, the quantity of oil produced and the
value of the oil. Oil produced from newly discovered pools may be exempt from the payment of a royalty for the first 36 months of production.
The royalty payable on natural gas is determined by a sliding scale based on the greater of the amount obtained by the producer and a prescribed
minimum price. The minimum royalty for natural gas produced in association with oil is 8% and for other natural gas is 15%.

        The federal government has jurisdiction over the exploration and development of oil and gas resources in the Northwest Territories of
Canada. The federal regulatory regime reflects the extended timelines and increased capital expenditures inherent in working in the northern
environment, providing for work commitments and work deposits coupled with the suspension and/or reimbursement of rentals and royalties at
earlier developmental stages. This regime is subject to change as development in the Northwest Territories evolves toward a more conventional
model. It is also possible that jurisdiction over the oil and gas resources in these territories could be transferred to the territorial governments.
We are unable to predict whether any evolution or transfer of jurisdiction to the territorial governments would affect our activities in the
Northwest Territories.

        Our right to produce oil and gas from the Northwest Territories is subject to conversion of certain instruments (i.e., exploration licenses or
significant discovery licenses) into production licenses. The right to such conversion is subject to an application process and regulatory approval.
In addition, the right to produce may be dependent on the negotiation of a pooling agreement or the imposition of a forced pooling order. Until
the finalization of such agreement or order, it is not possible to finally determine our production in such lands.

        Environmental Matters.    Extensive U.S. federal, state and local laws, as well as laws of foreign countries, govern oil and natural gas
operations, regulate the discharge of materials into the environment or otherwise relate to environmental protection. Numerous governmental
agencies, such as the U.S. Environmental Protection Agency (commonly called the EPA), issue regulations to implement and enforce such laws.
Environmental laws and regulations are often difficult and costly to comply with and substantial administrative, civil and even criminal penalties
can be imposed for failure to comply. These laws and regulations may, in certain circumstances, impose "strict liability" for environmental
contamination, rendering an owner or lessee liable for environmental and natural resource damages and cleanup costs without regard to
negligence or fault on the part of the owner or lessee. This regulatory burden on the oil and natural gas industry increases its cost of doing
business and consequently affects its profitability. Changes in existing environmental laws or the adoption of new environmental laws have the
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potential to adversely affect our operations or earnings, as well as the oil and gas exploration and production industry in general. While we
believe that we are in substantial compliance with current applicable environmental laws and regulations and that continued compliance with
existing requirements will not have a material adverse impact on us, we cannot give any assurance that we will not be adversely affected in the
future.
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        The Oil Pollution Act of 1990 (OPA) and regulations thereunder impose a variety of requirements on "responsible parties" related to the
prevention of oil spills and liability for damages resulting from such spills in U.S. waters. A "responsible party" includes the owner or operator
of a pipeline, vessel or onshore facility, or the lessee or permittee of the area in which an offshore facility is located. OPA assigns liability to
each responsible party for oil cleanup costs and a variety of public and private damages from oil spills. OPA also requires operators of offshore
OCS facilities to demonstrate to the MMS that they possess at least $35 million in financial resources that are available to pay for costs that may
be incurred in responding to an oil spill. This financial responsibility amount can increase up to a maximum of $150 million if the MMS
determines that a greater amount is justified based on specific risks posed by the operations or if the worst case oil-spill discharge volume
possible at a facility exceeds applicable threshold volumes established by the MMS. While liability limits apply in some circumstances, a party
cannot take advantage of liability limits if the spill was caused by gross negligence or willful misconduct or resulted from violation of a federal
safety, construction or operating regulation. If the party fails to report a spill or to cooperate fully in the cleanup, liability limits likewise do not
apply. Even if applicable, the liability limits for offshore facilities require the responsible party to pay all removal costs, plus up to $75 million in
other damages, while the liability limits for onshore facilities are $350 million. Few defenses exist to the liability imposed by OPA.

        The U.S. Federal Water Pollution Control Act (commonly called the Clean Water Act) imposes restrictions and strict controls regarding the
discharge of produced waters and other oil and gas wastes in "waters of the United States," a broadly-defined term that includes all navigable
waters. Many state discharge regulations and the federal National Pollutant Discharge Elimination System generally prohibit the discharge of
produced water and sand, drilling fluids, drill cuttings and certain other substances related to the oil and gas industry into coastal waters.
Although the costs to comply with these zero discharge mandates under federal or state law may be significant, the entire industry is expected to
experience similar costs and we believe that these costs will not have a material adverse impact on our financial condition and operations.

        The Comprehensive Environmental Response, Compensation and Liability Act, as amended (commonly called CERCLA but also known as
"Superfund") and comparable state laws impose liability without regard to fault or the legality of the original conduct, on certain classes of
persons who are considered to be responsible for the release of a "hazardous substance" into the environment. These persons include the current
owner and operator of the disposal site or sites where the release occurred and companies that transported or disposed or arranged for the
transport or disposal of the hazardous substances that have been released at the site. Persons who are or were responsible for releases of
hazardous substances under CERCLA may be subject to joint and several liability for the costs of cleaning up the hazardous substances that have
been released into the environment and for damages to natural resources, and it is not uncommon for neighboring landowners and other third
parties to file claims for personal injury and property damage allegedly caused by the release of hazardous substances or other pollutants into the
environment. In the ordinary course of Forest's operations, substances may be generated that fall within the definition of "hazardous substances."
Although we have utilized operating and disposal practices that were standard in the industry at the time, wastes associated with oil and gas
exploration and production operations may have been disposed of or released on or under the properties owned or leased by us or on or under
other locations where such wastes have been taken for disposal. Moreover, we may own or operate properties that in the past were operated by
third parties whose operations were not under our control. Those properties and any wastes that may have been disposed or released on them
may be subject to CERCLA, and analogous state laws, and we potentially could be required to remediate such properties.

        In Canada, the oil and natural gas industry is currently subject to environmental regulation pursuant to provincial and federal legislation that
provides for restrictions and prohibitions on releases or emissions of various substances produced or utilized with oil and gas industry
operations. In

8

addition, wells and facility sites must be abandoned and reclaimed to the satisfaction of provincial authorities. Compliance with such legislation
can require significant expenditures. A breach of such legislation may result in the imposition of fines and penalties, the revocation of licenses
and authorizations or civil liability for pollution damage.

        Although we maintain insurance against some, but not all, of the risks described above, including insuring the costs of clean-up operations,
public liability and physical damage, there is no assurance that such insurance will be adequate to fully cover all such costs or that such
insurance will continue to be available in the future or that such insurance will be available at premium levels that justify its purchase. The
occurrence of a significant environmental-related event not fully insured or indemnified against could have a material adverse effect on our
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financial condition and operations.

        We have established guidelines to be followed to comply with U.S. and Canadian environmental laws and regulations. We employ an
environmental department whose responsibilities include providing assurance that our operations are carried out in accordance with applicable
environmental guidelines and safety precautions. Although we maintain pollution insurance against the costs of clean-up operations, public
liability and physical damage, there is no assurance that such insurance will be adequate to cover all such costs or that such insurance will
continue to be available in the future. In addition, any oil and gas activities conducted by us outside of North America are potentially subject to
similar foreign governmental controls and restrictions pertaining to the environment. To date we believe that compliance with existing
requirements of such governmental bodies has not had a material effect on our operations.

        We believe that it is reasonably likely that the trend in environmental legislation and regulation will continue toward stricter standards. We
are committed to meeting our responsibilities to protect the environment wherever we operate and anticipate making increased expenditures as a
result of increasingly stringent laws relating to the protection of the environment.

        For further information regarding certain environmental matters, see Item 3, Legal Proceedings, in this Form 10-K.

Available Information

        Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments to reports filed
pursuant to Sections 13(a) and 15(d) of the Securities Exchange Act of 1934 are available on our website, www.forestoil.com, as soon as
reasonably practicable after such reports are electronically filed with the Securities and Exchange Commission. In addition our corporate
governance guidelines, code of ethics, and charters for the Audit Committee, Compensation Committee and Nominating and Corporate
Governance Committee are also available on our website. Copies of the foregoing information is available to shareholders upon written request
addressed to the attention of the Secretary of Forest at 1600 Broadway Street, Suite 2200, Denver, Colorado 80202.

Forward-Looking Statements

        The information in this Form 10-K includes "forward-looking statements" within the meaning of Section 27A of the Securities Act of 1933
and Section 21E of the Securities Exchange Act of 1934. All statements, other than statements of historical facts or present facts, that address
activities, events, outcomes and other matters that Forest plans, expects, intends, assumes, believes, budgets, predicts, forecasts, projects,
estimates or anticipates (and other similar expressions) will, should or may occur in the future are forward-looking statements. These
forward-looking statements are based on management's current belief, based on currently available information, as to the outcome and timing of
future events. When considering forward-looking statements, you should keep in mind the risk factors and other cautionary statements in this
Form 10-K, in Part II, Item 7, Management's Discussion and Analysis of Financial Condition and Results of Operations�Risk Factors.
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        These forward-looking statements appear in a number of places and include statements with respect to, among other things:

�
estimates of our oil and gas reserves;

�
estimates of our future natural gas and liquids production, including estimates of any increases in oil and gas production;

�
planned capital expenditures and availability of capital resources to fund capital expenditures;

�
our outlook on oil and gas prices;

�
the impact of political and regulatory developments;

�
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our future financial condition or results of operations and our future revenues and expenses; and

�
our business strategy and other plans and objectives for future operations.

        We caution you that these forward-looking statements are subject to all of the risks and uncertainties, many of which are beyond our
control, incident to the exploration for and development, production and sale of oil and gas. These risks include, but are not limited to,
commodity price volatility, inflation, lack of availability of goods and services, environmental risks, drilling and other operating risks, regulatory
changes, the uncertainty inherent in estimating proved oil and natural gas reserves and in projecting future rates of production and timing of
development expenditures and the other risks described in Part II, Item 7, under the caption "�Risk Factors." The financial results of our foreign
operations are also subject to currency exchange rate risks.

        Reserve engineering is a process of estimating underground accumulations of oil and natural gas that cannot be measured in an exact way.
The accuracy of any reserve estimate depends on the quality of available data, the interpretation of such data and price and cost assumptions
made by our reservoir engineers. In addition, the results of drilling, testing and production activities may justify revisions of estimates that were
made previously. If significant, such revisions would change the schedule of any further production and development drilling. Accordingly,
reserve estimates may differ from the quantities of oil and natural gas that are ultimately recovered.

        Should one or more of the risks or uncertainties described above or elsewhere in this Form 10-K occur, or should underlying assumptions
prove incorrect, our actual results and plans could differ materially from those expressed in any forward-looking statements.

        All forward-looking statements express or implied, included in this Form 10-K and attributable to Forest are expressly qualified in their
entirety by this cautionary statement. This cautionary statement should also be considered in connection with any subsequent written or oral
forward-looking statements that Forest or persons acting on its behalf may issue. Forest does not undertake to update any forward-looking
statements to reflect events or circumstances after the date of filing this Form 10-K with the Securities and Exchange Commission, except as
required by law.

Item 2. Properties

        Forest's principal proved reserves and producing properties are located in the United States in Louisiana, New Mexico, Oklahoma, Texas,
Utah, Wyoming, Alaska and the Gulf of Mexico, and in Canada in Alberta. In addition, we have acreage in various locations outside North
America.

Reserves

        Information regarding Forest's proved and proved developed oil and gas reserves and the standardized measure of discounted future net
cash flows and changes therein is included in Note 13 of Notes to Consolidated Financial Statements. See also Part II, Item 7, Management's
Discussion and
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Analysis of Financial Condition and Results of Operations�Risk Factors�Estimates of oil and gas reserves are uncertain and inherently imprecise,
for additional information regarding estimates of proved reserves.

        Since January 1, 2003 we have not filed any oil or natural gas reserve estimates or included any such estimates in reports to any Federal or
foreign governmental authority or agency, other than the Securities and Exchange Commission (SEC) and the Department of Energy (DOE).
There were no differences between the reserve estimates included in the SEC report, the DOE report and those included herein, except for
production and additions and deletions due to the difference in the "as of" dates of such reserve estimates.

        Forest's estimated proved reserves were 1,296 BCFE at December 31, 2003 compared to estimated proved reserves of 1,560 BCFE at
December 31, 2002. Approximately 62% of our estimated proved reserves at December 31, 2003 were natural gas and our estimated proved
developed reserves represented approximately 75% of total estimated proved reserves.
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        Forest's year-end 2003 estimates of proved reserves were independently reviewed by two independent petroleum engineering firms. Ryder
Scott Company independently reviewed our estimates of the reserves attributable to certain properties in the United States and Canada, except
the properties acquired by us on December 31, 2003 in the Permian Basin and South Texas, which were independently reviewed by DeGolyer
and MacNaughton.

        In conducting an independent review of Forest's estimates of proved reserves each petroleum engineering firm prepared independent
estimates of reserves for specific fields. The estimates prepared by each petroleum engineering firm were presented to Forest by field for oil, gas
and natural gas liquids. The estimates prepared by the engineering firms were then compared to the estimates prepared by Forest in the aggregate
on a gas equivalent basis. Together, these firms independently reviewed estimates relating to properties constituting approximately 88% of our
reserves based on their discounted value and volumes. In the aggregate, for the properties reviewed, the estimates of proved reserve quantities
prepared by the two independent petroleum engineering firms as part of their reviews were lower than Forest's estimates by approximately 8%.
Upon consummation of their reviews, Ryder Scott Company and DeGolyer and MacNaughton each provided Forest with their opinions that
Forest's estimates of proved reserves for the properties reviewed by them complied with the definitions and disclosure guidelines of the SEC.

        2003 Reserve Revisions.    During 2003 we revised downward our estimate of proved reserves by a total of approximately 473 BCFE. The
downward revision of our estimates was due to information received from production results, drilling activity and other events that occurred
primarily in the latter part of 2003. The revisions are not expected to have a material impact on our near-term hydrocarbon production volumes.

        Approximately 62% of the total revisions was attributable to the downward revision of our estimate of proved oil reserves in the Redoubt
Shoal Field in the Cook Inlet, Alaska. We reduced our estimate of proved oil reserves associated with our Redoubt Shoal Field in Alaska from
our 2002 year-end estimate by approximately 49 million barrels, or approximately 85% of the estimated proved oil reserves of this field as of
December 31, 2002. Of this revision, approximately 36 million barrels were classified as proved undeveloped as of December 31, 2002. Our
estimate of proved oil reserves attributable to the Redoubt Shoal Field was approximately 8 million barrels as of December 31, 2003. On
December 31, 2003, Forest's net daily oil production at the Redoubt Shoal Field was approximately 1,650 barrels per day from three wells. On
that date one well was shut in for pump repair.

        Production results in 2003 from Redoubt Shoal, which began production in December 2002, were lower than those originally estimated. In
addition, data from wells drilled in 2003 in Redoubt Shoal,
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when integrated with pre-existing data, reflected significantly lower oil in place than the estimates at December 31, 2002, lower overall recovery
efficiencies and economic cutoffs. During the second half of 2003 Forest undertook an integrated field study of the Redoubt Shoal Field
examining the production performance, field data and well data for 2003 activity. The revision was a result of the study, after applying economic
cutoffs. In addition to preparing and reporting its own internal estimates of proved reserves at Redoubt Shoal, Forest also engaged Ryder Scott
Company to prepare independent estimates of proved reserves at Redoubt Shoal as of the end of 2003, 2002 and 2001.

        Cumulative investment in exploration, delineation and development of the Redoubt Shoal Field by Forest and its predecessor, Forcenergy
Inc (Forcenergy), through December 31, 2003 was approximately $310 million. As of December 31, 2003, we estimated total future
development capital expenditures, excluding abandonment, for the Redoubt Shoal Field to be approximately $53 million. This amount includes
the remaining cost of implementing the water injection project described below.

        Forest's future development plans for the Redoubt Shoal Field currently include the implementation of a water injection project for the
purpose of maintaining the average Hemlock reservoir pressure, conserving the natural energy of the reservoir and assisting oil recovery.

        Implementation of the water injection project is currently planned to begin within the next two years. Our current plans call for the drilling
of two oil wells and one water injection well and the conversion of three wells from production to water injection, over several years.

        We also had downward revisions in our estimated proved reserves for other properties in the fourth quarter of 2003 totaling approximately
143 BCFE. These revisions were in addition to 36 BCFE of downward revisions to estimated proved reserves taken previously in 2003. These
downward revisions are due to a variety of factors, including recent production performance and revised field development plans.

Production

        The following table shows our net liquids and natural gas production for the years ended December 31, 2003, 2002 and 2001:
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Net Natural Gas and
Liquids Production

2003 2002 2001

United States:
Natural Gas (MMCF) 84,368 78,543 97,400
Liquids (MBBLS) 7,686 7,477 9,239
Total (MMCFE) 130,484 123,405 152,834

Canada:
Natural Gas (MMCF) 12,609 13,525 10,994
Liquids (MBBLS) 1,015 1,180 1,361
Total (MMCFE) 18,699 20,605 19,160

Consolidated:
Natural Gas (MMCF) 96,977 92,068 108,394
Liquids (MBBLS) 8,701 8,657 10,600
Total (MMCFE) 149,183 144,010 171,994
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Average Sales Prices

        The following table sets forth production volumes and average sales prices per MCF of natural gas and per barrel of liquids for the years
ended December 31, 2003, 2002 and 2001:

United States Canada

2003 2002 2001 2003 2002 2001

Natural Gas:
Sales volumes (MMCF) 84,368 78,543 97,400 12,609 13,525 10,994
Sales price received (per MCF) $ 5.27 3.18 4.33 3.09 2.05 2.56
Effects of energy swaps and collars (per
MCF)(1) $ (.52) .14 .18 � � �

Average sales price (per MCF) $ 4.75 3.32 4.51 3.09 2.05 2.56
Liquids:

Oil and condensate:
Sales volumes (MBBLS) 7,221 6,792 8,264 629 739 955
Sales price received (per BBL) $ 29.08 24.30 23.92 28.57 23.37 22.96
Effects of energy swaps and collars (per
BBL)(1) $ (4.04) (1.90) .62 � � �

Average sales price (per BBL) $ 25.04 22.40 24.54 28.57 23.37 22.96
Natural gas liquids:

Sales volumes (MBBLS) 465 685 975 386 441 406
Average sales price (per BBL) $ 18.58 11.57 15.81 20.88 13.35 17.17

Total liquids sales volumes (MBBLS) 7,686 7,477 9,239 1,015 1,180 1,361
Average sales price (per BBL) $ 24.65 21.40 23.62 25.65 19.63 21.23

Total Sales Volumes:
Sales volumes (MMCFE) 130,484 123,405 152,834 18,699 20,605 19,160
Average sales price (per MCFE)(1) $ 4.52 3.41 4.30 3.47 2.47 2.97
Oil and gas production expense (per MCFE) $ 1.07 1.17 1.12 .77 .67 .82
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(1)
Commodity swaps and collars were transacted to hedge the price of spot market volumes against price fluctuations. Hedged natural
gas volumes were 49,990 MMCF, 36,050 MMCF, and 42,870 MMCF for the years ended December 31, 2003, 2002 and 2001,
respectively. Hedged oil and condensate volumes were 4,597,500 barrels, 3,921,500 barrels, and 3,742,500 barrels for 2003, 2002 and
2001, respectively. These arrangements have been designated as cash flow hedges for accounting purposes and, as a result, the
effective portion of the net gains and losses were accounted for as increases and decreases of oil and gas sales. The aggregate net gains
(losses) related to our cash flow hedges were $(72,863,000), ($1,742,000), and $22,781,000 for the years ended December 31, 2003,
2002 and 2001, respectively. Those arrangements that are not designated as cash flow hedges for accounting purposes are recorded as
non-operating income or expense. Average sales prices have been adjusted to reflect effects of energy swaps and collars.
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Productive Wells

        The following summarizes our total gross and net productive wells at December 31, 2003:

Productive Wells(1)

United
States Canada

Gross(2)
Gas 1,011 231

Oil 2,716 346

Totals(3) 3,727 577

Net(4)
Gas 390 116

Oil 1,267 216

Totals 1,657 332

(1)
Productive wells are producing wells and wells capable of production, including injection wells, salt water disposal wells, service wells and wells that
are shut-in.

(2)
The number of gross wells is the total number of wells in which a working interest is owned.

(3)
Includes 6 dual completions in the United States and 8 dual completions in Canada. Dual completions are counted as one well. If either completion is
an oil completion, the well is classified as an oil well.

(4)
The number of net wells is the sum of the fractional working interests owned in gross wells, expressed as whole numbers.

Developed and Undeveloped Acreage
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        Forest held acreage as set forth below at December 31, 2003 and 2002. A majority of the developed acreage is subject to mortgage liens
securing our bank indebtedness. See Part II, Item 7, Management's Discussion and Analysis of Financial Condition and Results of Operations,
and Note 4 of Notes to Consolidated Financial Statements in this Form 10-K.

Developed Acreage(1) Undeveloped Acreage(2)

Gross(3) Net(4) Gross(3) Net(4)

United States:
Gulf Coast 1,058,316 482,651 416,177 306,648

Western 312,958 98,636 251,999 114,926

Alaska 305,030 37,379 1,438,220 1,208,798

1,676,304 618,666 2,106,396 1,630,372
Canada 209,189 102,887 1,419,937 794,722
International:

South Africa � � 8,986,446 5,167,647

Gabon � � 2,409,276 2,409,276

Switzerland � � 1,850,000 925,000

Germany � � 1,050,807 315,241

Albania � � 855,123 320,670

Italy � � 940,926 743,230

Romania � � 1,073,693 1,073,693

17,166,271 10,954,757

Total acreage at December 31, 2003 1,885,493 721,553 20,692,604 13,379,851

United States 1,297,337 428,311 1,876,857 1,466,570
Canada 210,475

Edgar Filing: FOREST OIL CORP - Form 10-K

15


