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FORM 10-Q

(Mark One)

y QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
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Or
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707 17th Street, Suite 3600 Denver, Colorado 80202
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. y Yes o No
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As of April 30, 2008 there were 88,753,183 shares of the registrant's common stock, par value $.10 per share, outstanding.




Edgar Filing: FOREST OIL CORP - Form 10-Q

FOREST OIL CORPORATION
INDEX TO FORM 10-Q
March 31, 2008
Part I FINANCIAL INFORMATION

Item 1 Financial Statements

Condensed Consolidated Balance Sheets as of March 31. 2008 and December 31, 2007

Condensed Consolidated Statements of Operations for the Three Months Ended March 31. 2008
and 2007

Condensed Consolidated Statement of Shareholders' Equity for the Three Months Ended
March 31, 2008

Condensed Consolidated Statements of Cash Flows for the Three Months Ended March 31, 2008
and 2007

Notes to Condensed Consolidated Financial Statements

Item 2 Management's Discussion and Analysis of Financial Condition and Results of Operations
Item 3 Quantitative and Qualitative Disclosures About Market Risk

Item 4 Controls and Procedures

Part [I OTHER INFORMATION

Item 1A Risk Factors

Item 2 Unregistered Sales of Equity Securities and Use of Proceeds

Item 6 Exhibits

Signatures

29

40

43

44

47

47

48




Edgar Filing: FOREST OIL CORP - Form 10-Q

PART I FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

ASSETS
Current assets:

Cash and cash equivalents

FOREST OIL CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(In Thousands, Except Share Data)

Accounts receivable
Derivative instruments
Deferred income taxes
Other investments
Other current assets

Total current assets

Property and equipment, at cost:

Oil and gas properties, full cost method of accounting:
Proved, net of accumulated depletion of $2,833,490 and $2,742,539
Unproved

Net oil and gas properties
Other property and equipment, net of accumulated depreciation and
amortization of $31,543 and $30,011

Net property and equipment

Derivative instruments
Goodwill
Other assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:

Accounts payable

Accrued interest

Derivative instruments

Current portion of long-term debt
Asset retirement obligations
Other current liabilities

Total current liabilities

Long-term debt

Asset retirement obligations
Derivative instruments
Deferred income taxes
Other liabilities

March 31, December 31,
2008 2007
$ 1,919 9,685
217,648 201,617
464 30,006
60,537 23,854
28,411 34,694
83,894 61,518
392,873 361,374
4,562,932 4,414,710
548,699 568,510
5,111,631 4,983,220
47,197 42,595
5,158,828 5,025,815
4,824
254,459 265,618
50,289 42,741
$ 5,861,273 5,695,548
L] I
$ 329,865 361,089
35,523 7,693
162,563 72,675
265,454 266,002
3,308 2,562
27,033 28,361
823,746 738,382
1,540,492 1,503,035
88,382 87,943
52,814 38,171
894,040 853,427
68,256 62,779



Total liabilities

Shareholders' equity:

Edgar Filing: FOREST OIL CORP - Form 10-Q

Preferred stock, none issued and outstanding
Common stock, 88,618,466 and 88,379,409 shares issued and outstanding

Capital surplus

Retained earnings

Accumulated other comprehensive income

Total shareholders' equity

March 31, December 31,
2008 2007

3,467,730 3,283,737
8,862 8,838
1,976,331 1,966,569
292,298 306,062
116,052 130,342
2,393,543 2,411,811
$ 5,861,273 5,695,548
L] I

See accompanying Notes to Condensed Consolidated Financial Statements.
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FOREST OIL CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

Revenues
Operating expenses:
Lease operating expenses
Production and property taxes
Transportation and processing costs
General and administrative (including stock-based compensation)
Depreciation and depletion
Accretion of asset retirement obligations
Gain on sale of assets

Total operating expenses

Earnings from operations

Other income and expense:
Interest expense
Unrealized losses on derivative instruments, net
Realized losses (gains) on derivative instruments, net
Unrealized foreign currency exchange loss (gain)
Unrealized loss on investments, net
Other expense (income), net

Total other income and expense

Earnings (loss) before income taxes
Income tax:

Current

Deferred

Total income tax

Net earnings (loss)

Basic earnings (loss) per common share

Diluted earnings (loss) per common share

Three Months Ended
March 31,

2008

2007

(In Thousands, Except Per
Share Amounts)

$ 376,530 182,609
37,565 36,040

20,051 7910

4,925 4,194

19,288 12,971
115,567 60,459

1,784 1,275
(7,176)

199,180 115,673
177,350 66,936
27,857 24,353
142,213 57,838
3,663 (25,134)
2,775 (49)
7,091

837 (888)

184,436 56,120
(7,086) 10,816

(22) 878

(2,332) 3,047

(2,354) 3,925

$ (4,732) 6,891
] ]
$ (.05) 11
] ]
$ (.05) 11
] ]

See accompanying Notes to Condensed Consolidated Financial Statements.
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FOREST OIL CORPORATION

CONDENSED CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY

(Unaudited)
Common Stock Accumulated
Other Total
Capital Retained Comprehensive Shareholders'
Shares Amount Surplus Earnings Income Equity
(In Thousands)

Balances at December 31, 2007 88,379 $ 8,838 1,966,569 306,062 130,342 2,411,811
Exercise of stock options 251 25 4,534 4,559
Employee stock purchase plan 9 1 364 365
Restricted stock issued, net of
cancellations ©)] @))] 1
Amortization of stock-based
compensation 5,397 5,397
Adoption of EITF 06-4 and
EITF 06-10 (9,032) (9,032)
Restricted stock redeemed and
other 12) 1) (534) (535)

Comprehensive loss:

Net loss 4,732) 4,732)

Foreign currency translation (14,290) (14,290)

Total comprehensive loss (19,022)
Balances at March 31, 2008 88,618 $ 8,862 1,976,331 292,298 116,052 2,393,543

See accompanying Notes to Condensed Consolidated Financial Statements.
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FOREST OIL CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Operating activities:
Net earnings (loss)
Adjustments to reconcile net earnings (loss) to net cash provided by operating
activities:
Depreciation and depletion
Accretion of asset retirement obligations
Stock-based compensation expense
Unrealized losses on derivative instruments, net
Gain on sale of assets
Deferred income tax
Unrealized foreign currency exchange loss (gain)
Unrealized loss on other investments, net
Other, net
Changes in operating assets and liabilities, net of effects of acquisition and
divestitures:
Accounts receivable
Other current assets
Accounts payable
Accrued interest and other current liabilities

Net cash provided by operating activities
Investing activities:

Capital expenditures for property and equipment:
Exploration, development, and acquisition costs
Other fixed assets

Proceeds from sales of assets

Other, net

Net cash used by investing activities
Financing activities:
Proceeds from bank borrowings
Repayments of bank borrowings
Repayments of term loans
Proceeds from the exercise of options and from employee stock purchase plan
Other, net

Net cash provided by financing activities
Effect of exchange rate changes on cash

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Cash paid during the period for:

Three Months Ended March 31,

2008 2007
(In Thousands)
$ 4,732) 6,891
115,567 60,459
1,784 1,275
3,857 1,796
142,213 57,838
(7,176)
(2,332) 3,047
2,775 (49)
7,091
(1,024) (1,080)
(17,665) (9,392)
(5,581) (14,562)
(47,955) (41,148)
13,074 16,939
207,072 74,838
(257,650) (135,486)
(6,428) (7,510)
466 1,661
5
(263,607) (141,335)
383,590 182,027
(340,622) (139,759)
(625)
4,924 997
967 8,463
48,859 51,103
(90) (684)
(7,766) (16,078)
9,685 33,164
$ 1,919 17,086
.| ]
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Three Months Ended March 31,

Interest $ 5,222 11,600
Income taxes 44 574
See accompanying Notes to Condensed Consolidated Financial Statements.

4
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FOREST OIL CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
(1) BASIS OF PRESENTATION

The Condensed Consolidated Financial Statements included herein are unaudited and include the accounts of Forest Oil Corporation and its
consolidated subsidiaries (collectively, "Forest" or the "Company"). In the opinion of management, all adjustments, consisting of normal
recurring accruals, have been made which are necessary for a fair presentation of the financial position of Forest at March 31, 2008, the results
of its operations for the three months ended March 31, 2008 and 2007, and its cash flows for the three months ended March 31, 2008 and 2007.
Interim results are not necessarily indicative of expected annual results because of the impact of fluctuations in prices received for liquids (oil,
condensate, and natural gas liquids) and natural gas and other factors.

In the course of preparing the Condensed Consolidated Financial Statements, management makes various assumptions, judgments, and
estimates to determine the reported amounts of assets, liabilities, revenue, and expenses, and in the disclosures of commitments and
contingencies. Changes in these assumptions, judgments, and estimates will occur as a result of the passage of time and the occurrence of future
events and, accordingly, actual results could differ from amounts previously established.

The more significant areas requiring the use of assumptions, judgments, and estimates relate to volumes of oil and gas reserves used in
calculating depletion, the amount of future net revenues used in computing the ceiling test limitations, and the amount of future capital costs and
abandonment obligations used in such calculations. Assumptions, judgments, and estimates are also required in determining impairments of
undeveloped properties, valuing deferred tax assets, and estimating fair values of financial instruments, including derivative instruments.

Certain amounts in the prior year financial statements have been reclassified to conform to the 2008 financial statement presentation.

For a more complete understanding of Forest's operations, financial position, and accounting policies, reference is made to the consolidated
financial statements of Forest, and related notes thereto, filed with Forest's Annual Report on Form 10-K for the year ended December 31, 2007,
previously filed with the Securities and Exchange Commission.

(2) ACQUISITIONS AND DIVESTITURES
Acquisitions
Ark-La-Tex Properties Acquisition

On May 2, 2008, Forest completed its acquisition of producing oil and natural gas properties located primarily in its core Ark-La-Tex
region in East Texas and North Louisiana. Forest paid approximately $281 million, subject to customary adjustments, for the assets using funds
advanced from its credit facility.

Acquisition of Houston Exploration

On June 6, 2007, Forest completed the acquisition of The Houston Exploration Company ("Houston Exploration") in a cash and stock
transaction totaling approximately $1.5 billion and the assumption of Houston Exploration's debt. Houston Exploration was an independent
natural gas and oil producer engaged in the exploration, development, exploitation, and acquisition of natural gas and oil reserves in North
America. Houston Exploration had operations in four producing regions within

10
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FOREST OIL CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

(2) ACQUISITIONS AND DIVESTITURES (Continued)

the United States: South Texas, East Texas, the Arkoma Basin of Arkansas, and the Uinta and DJ Basins in the Rocky Mountains. Pursuant to
the terms and conditions of the agreement and plan of merger ("Merger Agreement"), Forest paid total merger consideration of $750 million in
cash and issued approximately 24 million common shares, valued at $30.28 per share. The cash component of the merger consideration was
financed from a private placement of $750 million of 7'/4% senior notes due 2019 and borrowings under the Company's credit facilities.
Immediately following the completion of the merger, Forest repaid all of Houston Exploration's outstanding bank debt totaling $177 million.

The acquisition, which was accounted for using the purchase method of accounting, has been included in Forest's Condensed Consolidated
Financial Statements since June 6, 2007, the date the acquisition closed. The following table represents the preliminary allocation of the total
purchase price of Houston Exploration to the acquired assets and liabilities of Houston Exploration as of March 31, 2008. The allocation
represents the estimated fair values assigned to each of the assets acquired and liabilities assumed. The purchase price allocation is preliminary,
subject to the completion of evaluations of proved and unproved oil and gas properties, deferred income taxes, contractual arrangements, and
legal and environmental matters. These and other estimates are subject to change as additional information becomes available and is assessed by
Forest.

(In Thousands)
Fair value of Houston Exploration's net assets:

Net working capital, including cash of $3.5 million $ (13,430)
Proved oil and gas properties 1,741,823
Unproved oil and gas properties 448,100
Goodwill 166,201
Other assets 14,537
Derivative instruments (45,170)
Long-term debt (182,532)
Asset retirement obligations (36,424)
Deferred income taxes (569,001)
Other liabilities (18,795)
Total fair value of net assets $ 1,505,309

I

Consideration paid for Houston Exploration's net assets:

Forest common stock issued $ 726,412
Cash consideration paid 749,694
Aggregate purchase consideration paid to Houston Exploration stockholders 1,476,106

Plus:
Cash settlement for Houston Exploration stock options 20,075
Direct merger costs incurred 9,128
Total consideration paid $ 1,505,309
I

Goodwill of $166.2 million has been recognized to the extent that the consideration paid exceeded the fair value of the net assets acquired
and has been assigned to the U.S. geographical business segment. Goodwill is not expected to be deductible for tax purposes. The principal
factors that

11
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FOREST OIL CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

(2) ACQUISITIONS AND DIVESTITURES (Continued)

contributed to the recognition of goodwill include the mix of complementary high-quality assets in certain of our existing core areas, lower-risk
exploitation opportunities, expected increased cash flow from operations available for investing activities, and opportunities for cost savings
through administrative and operational synergies.

Included in the working capital assumed at the acquisition date was a severance accrual of $28.9 million for costs to involuntarily terminate
employees of Houston Exploration. Management determined it would be necessary to eliminate certain overlapping positions to achieve cost
savings through administrative and operational synergies. As of March 31, 2008, management has finalized its termination plan as a result of the
acquisition and all severance payments have been made. The following table summarizes the activity in the severance accrual through March 31,
2008 since the acquisition date.

(In Thousands)
Severance accrual at June 6, 2007 $ 28,850
Cash payments) (26,805)
Net adjustment® (2,045)
Severance accrual at March 31, 2008 $
]

)]
Represents cash severance and excise tax payments to involuntarily terminated employees of Houston Exploration as well as the
related employer tax payments paid by the Company.

@3]
Represents the net adjustment made to the accrual as the Company continued to finalize the termination plan. This net adjustment was
made to the cost of the acquired company.

The following summary pro forma combined statement of operations data of Forest for the three months ended March 31, 2007 has been
prepared to give effect to the merger as if the merger had occurred on January 1, 2007. The pro forma financial information is not necessarily
indicative of the results that might have occurred had the transaction taken place on January 1, 2007, and is not intended to be a projection of
future results. Future results may vary significantly from the results reflected in the following pro forma financial information because of normal
production declines,

12
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FOREST OIL CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

(2) ACQUISITIONS AND DIVESTITURES (Continued)

changes in commodity prices, future acquisitions and divestitures, future development and exploration activities, and other factors.

Three Months
Ended March 31,
2007

(In Thousands,

Except Per Share
Amounts)

Revenues $ 303,806
Earnings from continuing operations 8,067
Net earnings 8,067
Basic earnings per common share:

From continuing operations $ .09

Basic earnings per common share .09
Diluted earnings per common share:

From continuing operations $ .09

Diluted earnings per common share .09
Divestitures
Sale of Alaska Assets

On August 27, 2007, Forest sold all of its assets located in Alaska (the "Alaska Assets") to Pacific Energy Resources Ltd. ("PERL"). The
total consideration received for the Alaska Assets included $400 million in cash, 10 million shares of PERL common stock (subject to certain
restrictions) (the "PERL Shares"), and a zero coupon senior subordinated note from PERL due 2014 in the principal amount at stated maturity of
$60.8 million (the "PERL Note"). A portion of the cash consideration, $269 million, was applied to prepay all amounts due under the Alaska
term loan agreements, including accrued interest and prepayment premiums. Consideration received by Forest in the form of the PERL common
stock and the zero coupon senior subordinated note are being held in other investments within the Condensed Consolidated Balance Sheets.
Forest accounts for these investments as trading securities in accordance with Statement of Financial Accounting Standards ("SFAS") No. 115,

Accounting for Certain Investments in Debt and Equity Securities. Investments in debt and equity securities classified as trading securities are
recorded at fair value with unrealized gains and losses recognized in "Other income and expense" in the Condensed Consolidated Statements of
Operations.

Sale of Australian Overriding Royalty Interests

In February 2007, Forest sold its overriding royalty interests in Australia for net proceeds of $7.2 million, which resulted in a gain on the
sale of $7.2 million.

(3) EARNINGS (LOSS) PER SHARE AND COMPREHENSIVE EARNINGS (LOSS)
Earnings (Loss) per Share

Basic earnings (loss) per share is computed by dividing net earnings (loss) attributable to common stock by the weighted average number of
common shares outstanding during each period, excluding

13
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FOREST OIL CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

(3) EARNINGS (LOSS) PER SHARE AND COMPREHENSIVE EARNINGS (LOSS) (Continued)

treasury shares. Diluted earnings per share is computed by adjusting the average number of common shares outstanding for the dilutive effect, if
any, of stock options, unvested restricted stock grants, and unvested phantom stock units. Stock options, unvested restricted stock grants, and
unvested phantom stock units were not included in the calculation of diluted loss per share for the three months ended March 31, 2008 as their
inclusion would have an antidilutive effect. The following sets forth the calculation of basic and diluted earnings (loss) per share.

Three Months Ended
March 31,

2008 2007

(In Thousands, Except Per
Share Amounts)

Net earnings (loss) $ (4,732) 6,891
Weighted average common shares outstanding during the period 87,294 62,393
Add dilutive effects of stock options, unvested restricted stock grants, and unvested

phantom stock units 1,341
Weighted average common shares outstanding, including the effects of dilutive securities 87,294 63,734

Basic earnings (loss) per share $ (.05) A1

Diluted earnings (loss) per share $ (.05) A1

Comprehensive Earnings (Loss)

Comprehensive earnings (loss) is a term used to refer to net earnings (loss) plus other comprehensive income (loss). Other comprehensive
income (loss) is comprised of revenues, expenses, gains, and losses that under generally accepted accounting principles are reported as separate
components of shareholders' equity instead of net earnings (loss). Items included in Forest's other comprehensive income (loss) for the three
months ended March 31, 2008 and 2007 are foreign currency gains (losses) related to the translation of the assets and liabilities of Forest's
Canadian operations and changes in unfunded postretirement benefits.

The components of comprehensive earnings (loss) are as follows:

Three Months Ended
March 31,
2008 2007
(In Thousands)
Net earnings (loss) $ 4,732) 6,891
Other comprehensive income (loss):
Foreign currency translation (losses) gains (14,290) 2,826
Unfunded postretirement benefits, net of tax (104)

14
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Three Months Ended
March 31,

Total comprehensive earnings (loss) $ (19,022) 9,613

15
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FOREST OIL CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)
(4) STOCK-BASED COMPENSATION
The table below sets forth total stock-based compensation recorded during the three months ended March 31, 2008 and 2007 under the

provisions of SFAS No. 123 (Revised), Share-Based Payment ("SFAS 123(R)") and the remaining unamortized amounts and the weighted
average amortization period remaining as of March 31, 2008.

Restricted Phantom
Stock Options Stock Stock Units Total®
(In Thousands)

Three Months Ended March 31, 2008:

Total stock-based compensation costs $ 835 4,436 653 5,924

Less: stock-based compensation costs capitalized (347) (1,453) (393) (2,193)

Stock-based compensation costs expensed $ 488 2,983 260 3,731
Unamortized stock-based compensation costs as of
March 31, 2008 $ 4,605 25,959 4,3892) 34,953
Weighted average amortization period remaining 2.0 years 1.7 years 1.6 years 1.7 years
Three Months Ended March 31, 2007:

Total stock-based compensation costs $ 933 1,433 224 2,590

Less: stock-based compensation costs capitalized (309) (420) (138) (867)

Stock-based compensation costs expensed $ 624 1,013 86 1,723

)]
The Company also maintains an employee stock purchase plan (which is not included in the table above) under which $.1 million of
compensation cost was recognized for each of the three month periods ended March 31, 2008 and 2007 under the provisions of
SFAS 123(R).

@3]
Based on the closing price of the Company's common stock on March 31, 2008.

Stock Options

The following table summarizes stock option activity in the Company's stock-based compensation plans for the three months ended
March 31, 2008.

Weighted
Average Aggregate Number of
Number of Exercise Intrinsic Value Shares
Shares Price (In Thousands)(» Exercisable

Outstanding at January 1, 2008 2,941,506 $ 2135 $ 87,816 2,275,314
Granted
Exercised (250,522) 18.20 8,118
Cancelled (23,971) 26.94

16
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Weighted
Average Aggregate Number of
Number of Exercise Intrinsic Value Shares
Shares Price (In Thousands)(» Exercisable
Outstanding at March 31, 2008 2,667,013 21.60 72,137 2,164,643

M
The intrinsic value of a stock option is the amount by which the current market value of the underlying stock exceeds the exercise
price of the option.

10
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

FOREST OIL CORPORATION

(Unaudited)

(4) STOCK-BASED COMPENSATION (Continued)

Restricted Stock and Phantom Stock Units

The following table summarizes the restricted stock and phantom stock unit activity in the Company's stock-based compensation plans for

the three months ended March 31, 2008.

Unvested at January 1, 2008
Awarded

Vested

Forfeited

Unvested at March 31, 2008

The phantom stock units can be settled in cash, shares of common stock, or a combination of both. The phantom stock units have been

Restricted Stock Phantom Stock Units
Weighted Weighted
Average Average
Number of Grant Date Number of Grant Date
Shares Fair Value Shares Fair Value

1,281,000 $ 4341 164,500 $ 42.50

19,250 47.63 800 47.56
(38,300) 41.95
(27,950) 44.42 (1,200) 41.13
1,234,000 43.50 164,100 42.53
I I

accounted for as a liability within the Condensed Consolidated Financial Statements.

11
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FOREST OIL CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)
(5) DEBT
Components of debt are as follows:
March 31, 2008 December 31, 2007
Unamortized Unamortized
Premium Premium
Principal (Discount) Other® Total Principal (Discount) Other® Total
(In Thousands)

U.S. Credit Facility  $ 200,000 200,000 165,000 165,000
Canadian Credit
Facility 132,491 132,491 129,126 129,126
8% Senior Notes due
2008 265,000 24) 478 265,454 265,000 48) 1,050 266,002
8% Senior Notes due
2011 285,000 4,844 3,106 292,950 285,000 5,167 3,315 293,482
7% Senior
Subordinated Notes
due 2013 5,822 (151) 5,671 5,822 (158) 5,664
73/4% Senior Notes
due 2014 150,000 (1,452) 10,832 159,380 150,000 (1,512) 11,275 159,763
7'/4% Senior Notes
due 2019 750,000 750,000 750,000 750,000
Total debt 1,788,313 3,217 14,416 1,805,946 1,749,948 3,449 15,640 1,769,037
Less: current portion
of long-term debt (265,000) 24 478) (265,454) (265,000) 48 (1,050) (266,002)
Long-term debt $ 1,523,313 3,241 13,938 1,540,492 1,484,948 3,497 14,590 1,503,035

;& ;& & & & ___________§ & |
(D

Represents the unamortized portion of gains realized upon termination of interest rate swaps that were accounted for as fair value
hedges. The gains are being amortized as a reduction of interest expense over the terms of the notes.

Bank Credit Facilities

On June 6, 2007, Forest entered into amended and restated credit facilities with lender commitments totaling $1.0 billion. The amended and
restated facilities consist of an $850 million U.S. credit facility (the "U.S. Credit Facility") and $150 million Canadian credit facility (the
"Canadian Credit Facility", and together with the U.S. Credit Facility, the "Credit Facilities"). On May 5, 2008, the Company secured
commitment letters from its existing and new lenders to amend the Credit Facilities and to exercise an accordion option to increase the size of
the Credit Facilities. The pending amendment and accordion option will increase the combined commitments under the U.S. Credit Facility and
Canadian Credit Facility to $1.8 billion and establish a global borrowing base at $1.8 billion. The Credit Facilities, as amended, will consist of
the U.S. Credit Facility in the increased amount of $1.65 billion, with a syndicate of banks led by JPMorgan Chase Bank, N.A., and the
$150 million Canadian Credit Facility, with a syndicate of banks led by JPMorgan Chase Bank, N.A.,

19
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FOREST OIL CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

(5) DEBT (Continued)

Toronto Branch. The increased global borrowing base will be allocated $1.65 billion to the U.S. Credit Facility and $150 million to the Canadian
Credit Facility. The Company expects to complete the documentation and implement the amended Credit Facilities in mid-May 2008. The
Credit Facilities, as so amended, will mature in June 2012.

Forest's availability under the Credit Facilities is governed by a borrowing base ("Global Borrowing Base") which currently is set at
$1.4 billion, with $1.25 billion allocated to the U.S. Credit Facility and $150 million allocated to the Canadian Credit Facility, and will increase
to $1.8 billion as described above. The determination of the Global Borrowing Base is made by the lenders in their sole discretion taking into
consideration the estimated value of Forest's 0il and gas properties in accordance with the lenders' customary practices for oil and gas loans. The
Global Borrowing Base is redetermined semi-annually and the available borrowing amount could be increased or decreased as a result of such
redeterminations. In addition, Forest and the lenders each have discretion at any time, but not more often than once during any calendar year, to
have the Global Borrowing Base redetermined.

The Credit Facilities include terms and covenants that place limitations on certain types of activities, including restrictions or requirements
with respect to additional debt, liens, asset sales, hedging activities, investments, dividends, mergers and acquisitions, and include financial
covenants.

Under certain conditions, amounts outstanding under the Credit Facilities may be accelerated. Bankruptcy and insolvency events with
respect to Forest or certain of its subsidiaries will result in an automatic acceleration of the indebtedness under the Credit Facilities. Subject to
notice and cure periods in certain cases, other events of default under either of the Credit Facilities will result in acceleration of the indebtedness
under the facilities at the option of the lenders. Such other events of default include non-payment, breach of warranty, non-performance of
obligations under the Credit Facilities (including financial covenants), default on other indebtedness, certain pension plan events, certain adverse
judgments, change of control, a failure of the liens securing the Credit Facilities, and an event of default under the Canadian Credit Facility.

The Credit Facilities include provisions and conditions linked to Forest's credit ratings. For example, the Company's collateral requirements
will vary based on the Company's credit ratings. In general, Forest's ability to raise funds and the cost of any financing activities may be affected
by the Company's credit ratings at the time any such activities are conducted.

The Credit Facilities are collateralized by a portion of Forest's assets. The Company is also required to mortgage and grant a security
interest in the greater of 75% of the present value of its consolidated proved oil and gas properties, or 1.875 multiplied by the allocated U.S.
borrowing base. The Company also has pledged the stock of several subsidiaries to the lenders to secure the Credit Facilities. Under certain
circumstances, the Company could be obligated to pledge additional assets as collateral. If Forest's corporate credit ratings by Moody's and S&P
improve and meet pre-established levels, the collateral requirements would not apply and, at the Company's request, the banks would release
their liens and security interests on its properties.

From time to time, Forest and the syndication agents, documentation agents, global administrative agent, and the other lenders party to the
Credit Facilities engage in other transactions, including securities offerings where such parties or their affiliates may serve as an underwriter or
initial purchaser of Forest's securities and, or serve as counterparties to Forest's derivative agreements.
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FOREST OIL CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)
(6) PROPERTY AND EQUIPMENT

The Company uses the full cost method of accounting for oil and gas properties. Separate cost centers are maintained for each country in
which the Company has operations. During the periods presented, the Company's primary oil and gas operations were conducted in the United
States and Canada. All costs incurred in the acquisition, exploration, and development of properties (including costs of surrendered and
abandoned leaseholds, delay lease rentals, dry holes, and overhead related to exploration and development activities) and the fair value of
estimated future costs of site restoration, dismantlement, and abandonment activities are capitalized. For the three months ended March 31, 2008
and 2007, Forest capitalized $12.1 million and $8.2 million of general and administrative costs (including stock-based compensation),
respectively. Interest costs related to significant unproved properties that are under development are also capitalized to oil and gas properties.
During the three months ended March 31, 2008 and 2007, the Company capitalized $5.2 million and $.8 million, respectively, of interest
expense attributed to unproved properties.

Investments in unproved properties, including capitalized interest costs, are not depleted pending determination of the existence of proved
reserves. Unproved properties are assessed periodically to ascertain whether impairment has occurred. Unproved properties whose costs are
individually significant are assessed individually by considering the primary lease terms of the properties, the holding period of the properties,
and geographic and geologic data obtained relating to the properties. Where it is not practicable to assess individually the amount of impairment
of properties for which costs are not individually significant, such properties are grouped for purposes of assessing impairment. The amount of
impairment assessed is added to the costs to be amortized, or is reported as a period expense, as appropriate.

Pursuant to full cost accounting rules, the Company must perform a ceiling test each quarter on its proved oil and gas assets within each
separate cost center. The ceiling test provides that capitalized costs less related accumulated depletion and deferred income taxes for each cost
center may not exceed the sum of (1) the present value of future net revenue from estimated production of proved oil and gas reserves using
current prices, excluding the future cash outflows associated with settling asset retirement obligations that have been accrued on the balance
sheet, at a discount factor of 10%; plus (2) the cost of properties not being amortized, if any; plus (3) the lower of cost or estimated fair value of
unproved properties included in the costs being amortized, if any; less (4) income tax effects related to differences in the book and tax basis of
oil and gas properties. Should the net capitalized costs for a cost center exceed the sum of the components noted above, an impairment charge
would be recognized to the extent of the excess capitalized costs. There were no provisions for impairment of proved oil and gas properties in
2008 or 2007, although the Company's ceiling test in each of its cost centers could be adversely impacted by declines in commodity prices.

Gain or loss is not recognized on the sale of oil and gas properties unless the sale significantly alters the relationship between capitalized
costs and estimated proved oil and gas reserves attributable to a cost center.

Depletion of proved oil and gas properties is computed on the units-of-production method, whereby capitalized costs, as adjusted for future
development costs and asset retirement obligations, are amortized over the total estimated proved reserves. Furniture and fixtures, leasehold
improvements, computer hardware and software, and other equipment are depreciated on the straight-line or declining balance method, based
upon estimated useful lives of the assets ranging from three to 15 years.
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FOREST OIL CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(7) ASSET RETIREMENT OBLIGATIONS

(Unaudited)

Forest records estimated future asset retirement obligations pursuant to the provisions of SFAS No. 143, Accounting for Asset Retirement
Obligations ("SFAS 143"). SFAS 143 requires entities to record the fair value of a liability for an asset retirement obligation in the period in
which it is incurred with a corresponding increase in the carrying amount of the related long-lived asset. Subsequent to initial measurement, the
asset retirement liability is required to be accreted each period to its present value. Capitalized costs are depleted as a component of the full cost
pool using the units-of-production method. Forest's asset retirement obligations consist of costs related to the plugging of wells, the removal of
facilities and equipment, and site restoration on oil and gas properties.

The following table summarizes the activity for Forest's asset retirement obligations for the three months ended March 31, 2008 and 2007.
The increase in total asset retirement obligations at March 31, 2008 compared to March 31, 2007 is primarily due to the acquisition of Houston
Exploration in June 2007 offset by the sale of the Alaska Assets in August 2007.

Asset retirement obligations at beginning of period
Accretion expense

Liabilities incurred

Liabilities settled

Liabilities assumed

Revisions of estimated liabilities

Impact of foreign currency exchange rate

Asset retirement obligations at end of period
Less: current asset retirement obligations

Long-term asset retirement obligations

Three Months Ended
March 31,
2008 2007
(In Thousands)
$ 90,505 64,102
1,784 1,275
2,417 693
(843) (563)
319
(1,921) 175
(571) 131
91,690 65,813
(3,308) (3,055)
$ 88,382 62,758
I I
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FOREST OIL CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)
(8) EMPLOYEE BENEFITS
Pension Plans and Postretirement Benefits

The following table sets forth the components of the net periodic cost of Forest's defined benefit pension plans and postretirement benefits
in the United States for the three months ended March 31, 2008 and 2007.

Pension Postretirement
Benefits Benefits

Three Months Ended
March 31,

2008 2007 2008 2007

Preferred stock, par value $0.01 per share

Additional paid-in capital
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3,255,809

3,243,619

442,551

Accumulated other comprehensive loss

(106,723

)

(106,159

)

(42,744

)

Retained earnings
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1,190,807

1,213,035

1,108,516

Total Shareholders' Equity

4,340,566

4,351,166

1,508,785

Noncontrolling interests
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1,617

1,582

35,508

Total Equity

4,342,183

4,352,748

1,544,293

Total Liabilities and Equity
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7,417,646

$

7,464,392

$

3,255,257

See accompanying notes to the consolidated financial statements.

Page 3 of 49
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MARTIN MARIETTA MATERIALS, INC. AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS AND COMPREHENSIVE EARNINGS

Three Months Ended

March 31,

2015 2014

(In Thousands,

Except Per Share

Data)

(Unaudited)
Net Sales $631,876 $379,678
Freight and delivery revenues 59,471 48,951
Total revenues 691,347 428,629
Cost of sales 557,615 353,843
Freight and delivery costs 59,471 48,951
Total cost of revenues 617,086 402,794
Gross Profit 74,261 25,835
Selling, general & administrative expenses 49,450 34,247
Acquisition-related expenses, net 1,604 9,512
Other operating income, net (2,364 ) (2,026 )
Earnings (Loss) from Operations 25,571 (15,898 )
Interest expense 19,331 12,201
Other nonoperating expenses, net 893 3,463
Earnings (Loss) from continuing operations before taxes on income 5,347 (31,562)
Income tax benefit (812 ) (8,424 )
Earnings (Loss) from Continuing Operations 6,159 (23,138)
Loss on discontinued operations, net of related tax benefit of $1 — (15 )
Consolidated net earnings (loss) 6,159 (23,153)
Less: Net earnings (loss) attributable to noncontrolling interests 33 (1,535 )
Net Earnings (Loss) Attributable to Martin Marietta Materials, Inc. $6,126 $(21,618)
Net Earnings (Loss) Attributable to Martin Marietta Materials, Inc.:
Earnings (Loss) from continuing operations $6,126 $(21,603)
Loss from discontinued operations — (15 )

$6,126 $(21,618)

Consolidated Comprehensive Earnings (Loss): (See Note 1)

Earnings (Loss) attributable to Martin Marietta Materials, Inc. $5,562 $(20,248)

Earnings (Loss) attributable to noncontrolling interests 35 (1,534 )
$5,597 $(21,782)

Net Earnings (Loss) Attributable to Martin Marietta Materials, Inc.

Per Common Share:

Basic from continuing operations attributable to common shareholders $0.07 $0.47 )

Discontinued operations attributable to common shareholders — —

$0.07 $0.47 )
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Diluted from continuing operations attributable to common shareholders  $0.07
Discontinued operations attributable to common shareholders —

$0.07
Weighted-Average Common Shares Outstanding:
Basic 67,411
Diluted 67,676
Cash Dividends Per Common Share $0.40

See accompanying notes to the consolidated financial statements.
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$(0.47
$(0.47

46,315
46,315

$0.40

)
)
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MARTIN MARIETTA MATERIALS, INC. AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Ended
March 31,
2015 2014
(Dollars in
Thousands)
(Unaudited)

Cash Flows from Operating Activities:

Consolidated net earnings (loss) $6,159 $(23,153)

Adjustments to reconcile consolidated net earnings (loss) to net cash

provided by operating activities:

Depreciation, depletion and amortization 67,268 42,466
Stock-based compensation expense 2,907 1,409
Gains on divestitures and sales of assets (1,576 ) (1,106 )
Deferred income taxes 27,774 (5,063 )
Excess tax benefits from stock-based compensation transactions (109 ) (636 )
Other items, net 1,192 1,223

Changes in operating assets and liabilities, net of effects of acquisitions

and divestitures:

Accounts receivable, net 40,006 2,834
Inventories, net (19,071) (7,411 )
Accounts payable (20,328 ) (4,825 )
Other assets and liabilities, net (69,097 ) 874

Net Cash Provided by Operating Activities 35,125 6,612
Cash Flows from Investing Activities:

Additions to property, plant and equipment (56,085) (36,913)
Acquisitions, net (10,589 ) (50 )
Proceeds from divestitures and sales of assets 1,475 1,401
Repayments from affiliate 1,808 —

Net Cash Used for Investing Activities (63,391 ) (35,562)

Cash Flows from Financing Activities:

Borrowings of long-term debt — 60,000
Repayments of long-term debt 4,738 ) (23,125)
Payments on capital lease obligations (795 ) (625 )
Change in bank overdraft (183 ) (2,556 )
Dividends paid (28,354 ) (18,604)
Issuances of common stock 9,942 6,488
Excess tax benefits from stock-based compensation transactions 109 636

Net Cash (Used for) Provided by Financing Activities (24,019) 22,314
Net Decrease in Cash and Cash Equivalents (52,285) (6,636 )
Cash and Cash Equivalents, beginning of period 108,651 42,437
Cash and Cash Equivalents, end of period $56,366 $35,801

Supplemental Disclosures of Cash Flow Information:
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Cash paid for interest
Cash paid for income taxes

See accompanying notes to the consolidated financial statements.
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$11,417
$18,678

$1,633
$53
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MARTIN MARIETTA MATERIALS, INC. AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED STATEMENT OF TOTAL EQUITY

(Unaudited)

Shares

of Total

Common Commo#dditional ~ Accumulated ORetained Shareholders' Noncontrollinigl
(in thousands) Stock Stock Paid-in CapitalComprehensiveHaosings Equity Interests Equity
Balance at
December 31,
2014 67,293 $671 $3,243,619 $(106,159 ) $1,213,035 $4,351,166 $ 1,582 $4,352,748
Consolidated net
earnings — — — — 6,126 6,126 33 6,159
Other
comprehensive
(loss) earnings — — — (564 ) — (564 ) 2 (562 )
Dividends
declared — — — — (28,354 ) (28354 ) — (28,354 )

Issuances of
common stock for

stock award plans 182 2 9,284 — — 9,286 — 9,286
Stock-based

compensation

expense — — 2,906 — — 2,906 — 2,906
Balance at March

31, 2015 67,475 $673 $3,255,809 $ (106,723 ) $1,190,807 $4,340,566 $1,617 $4,342,183

See accompanying notes to the consolidated financial statements.
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MARTIN MARIETTA MATERIALS, INC. AND CONSOLIDATED SUBSIDIARIES
FORM 10-Q
For the Quarter Ended March 31, 2015

NO