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ESTGROWTH PETROLEUMS LID.

Westgrowth continued to expand its activities and
achieve new levels of success in 1980. Listing on the Toronto
Stock Exchange to increase the Company's exposure and
profile in the investment community was approved and
initial trading took place October 6, 1980. During the course
of the year your Company participated in a total of 79 wells in
Canada and the United States, and on behalf of seven joint
ventures, four limited partnerships and for its own account,
spent approximately $16,000,000. In Canada 19 wells were
cased as oilwells, 16 as gaswells and 19 were abandoned. In
the United States 14 holes were cased as oilwells, 2 as
gaswells and 8 were abandoned for an overall success ratio of
65%. Westgrowth’s acreage holdings continued to expand to
include various working interests in 382,906 gross acres
(154,960 hectares), or 65,774 net acres (26,618 hectares) in
Canada and the United States.

Continued financial growth was also achieved during
1980 including a 351% increase in revenues to $2,260,696
from $643,510 in 1979. Net earnings rose from $289,323 last
year to $507,536, an increase of 175% despite more than a
four fold rise in expenses. Forecasted revenues for 1981 are
expected to exceed $3,000,000 in association with an explora-
tion and development budget of approximately $17,000,000.

Proven plus probable Corporate reserves escalated from
9.12 bef (257.1 X 10° cubic meters) of gas and 199,000 barrels
(31,780 cubic meters) of oil to 11.2 bef (315.2 X 10° cubic
meters) of gas and 544,356 barrels (86,543 cubic meters) of
oil. These results reflect the Company’s greater emphasis on
exploration for oil rather than gas, especially in Canada
where considerable political uncertainty and delays continue
to plague the contracting and marketing of natural gas.
Notwithstanding this problem Westgrowth was able to place
several gaswells onstream during 1980 under existing con-
tracts as well as several oilwells resulting in an average daily
producing rate of approximately 1.8 mmcf (52 cubic meters)
of gas and 63 barrels (10 cubic meters) of oil.

Proven Plus Probable
0il & Gas Reserves 1978-1980
(net of royalties)
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In the United States several wells were placed on
production in late 1980 including 3 oilwells in Nebraska, 3
oilwells in Kansas and a gaswell in Texas. These wells had
only a nominal effect on Westgrowth’s overall daily produc-
tion, however, during 1981 several additional wells coupled
with the aforementioned producers should contribute signifi-
cantly to the Company’s production and cash flow.

In order to meet it’s 1980 monetary requirements,
Westgrowth was fortunate in securing United Kingdom and
United States as well as Canadian sources of financing. New
joint venture and limited partnership funds raised in these
countries are anticipated to provide sufficient capital to allow
for participation in 70 to 80 wells again this year in Canada
and the United States. At least one third of Westgrowth’s
budget will be dedicated stateside, specifically Nebraska,
Kansas, Oklahoma, Texas and Ohio where the Company is
presently active. United States operations will be directed out
of a recently opened division office in Dallas, Texas. Furth-
ermore, we intend to incorporate in Australia in order to be in
a position to take advantage of new opportunities emerging
from this recently revitalized exploration area.

To conclude, 1980 was a year of tremendous activity
and growth for your Company and, as evidenced by the
accompanying graphs, continued a trend initiated in 1979
when Westgrowth was refinanced and reactivated from a
relatively dormant state. Every sector has expanded, not the
least of which was our staff which now totals eighteen
full-time employees and several part-time and consulting
personnel. To these people, on behalf of the Board of Direc-
tors, I wish to convey our appreciation and compliments.

Eric C. Gronberg -

President

Net Earnings & Estimated
Future Net Income 1978-1980
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Canada-Areas of Exploration Activity - 1980
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Alberta

Berland River 3>

The Berland River project represents your Company’s most
ambitious undertaking to date. In this remote area of west
central Alberta Westgrowth committed to a nine well farmout
program from Amoco Canada Ltd. on 73,120 acres (29,591
hectares) of land which expires in January of 1982 unless
proven productive. Drilling commenced last fall with five
rigs operating simultaneously on the initial round of explora-
tion. The estimated cost of the nine wells total between
$14,000,000 and $18,000,000 with the potential for finding
major reserves of Cardium oil and Lower Cretaceous gas
analagous to the “Deep Basin” Elmsworth area on trend to the
northwest. Westgrowth and its investors have retained a 20%
working interest in this play before payout reverting to 10%
after payout. Although the results to date have been encourag-
ing, specific details cannot be released until the extent of the
expiring acreage has been determined and offsetting Crown
lands disposed of at forthcoming competitive land sales.
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In the Craigmyle area Westgrowth and its investors have
acquired or earned approximately a 15% working interest in
7,040 acres (2,849 hectares) of land. Five shutin gaswells were
drilled resulting in substantial reserves in the Cretaceous
Belly River and Glauconite formations. Two of the better
wells include 5-7 and 10-16-32-17 W4M which drillstem tested
gas at rates of 1.3 mmcf (36,630 cubic meters) per day and
1.9 mmcf (53,296 cubic meters) per day, respectively, from
7 feet (2.2 meters) to 16 feet (5 meters) of net pay. In addition
the 5-7 well gave gas at 4.6 mmcf (129,614 cubic meters) per
day from 17 feet (5.3 meters) of Glauconite pay.
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Alberta
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Swan Hills North

The Swan Hills Beaverhill Lake “C"' Pool, a major Devonian
reef oil field, was discovered and developed during the late
fifties. Westgrowth’s successful completions in 4-4 and 4-5-
71-11 W5M are an example of the potential which still remains
in and around long established major oil and gas fields. The
wells have an average net pay of 38 feet (11.6 meters) and are
anticipated to have an initial producing rate of approximately
30 barrels (4.8 cubic meters) of oil per day following comple-
tion and stimulation. By virtue of drilling these two wells,
Westgrowth and its drilling fund partners have earned a 41.7%
working interest before payout of the wells and a 22.9%
interest thereafter in 3,360 acres (1,360 hectares).
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Retlaw/Turin

Westgrowth continued to be active in the Retlaw area during
1980 having participated in nine successful wells. In section
22-12-18 W4M five Glauconite oilwells were drilled at 2-22,
4-22, 10-22, 12-22 and 16-22 in which the Company has a
34.6% corporate interest. Initial producing rates ranged from
70 barrels (11.1 cubic meters) to 185 barrels (29.4 cubic meters)
of oil per day from net pays varying between 7 feet (2.2
meters) and 59 feet (18 meters). In section 27 the 4-27 well
was also completed as a Glauconite oilwell with an initial
producing rate of approximately 35 barrels (5.6 cubic meters)
of oil per day. Westgrowth has a 37.9% corporate working
interest in this well.

Westgrowth and its investors also participated in successful
Glauconite zone oilwells in 16-24 and 8-26 as well as a
Glauconite gaswell in 6-11. The 16-24 well in which the group
has a 30.5% working interest before pavout reverting to 15.2%
after payout, is currently averaging 40 barrels (6.4 cubic
meters) of oil per day. At 8-26 the well had an initial pumping
rate of 46 barrels (7.3 cubic meters) per day which is expected
to significantly improve following a fracture stimulation.
Westgrowth and its drilling fund/joint venture partners have a
60.9% working interest before payout and 30.5% after pavout
in this well.

At 6-11-12-18 W4M the Company and its investors participated
as to a 61.2% interest before payout of the well, and 30.6%
interest after payout. The well was drilled on lands with an
associated gas deliverability contract and the well is currently
producing at a rate of 2.0 mmecf (56,354 cubic meters) of gas
per day.

Westgrowth has continued to expand its acreage position in
the Retlaw area to the extent that it now owns various
interests in 13.920 acres (5,633 heclares).
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Alberta
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Westgrowth and its investors have earned an average 20.0%
working interest in 2,720 acres (1,101 hectares) by drilling two
successful wells in this area. The 10-12-56-17 W5M well has
been cased as a Bluesky/Gething gaswell with 36 feet (11
meters) of net pay which gave gas to surface at 2.6 mmect/d
(74,097 cubic meters/day) on drillstem test. The second well,
11-3, has been completed as a dual zone oil and gaswell;
however, specific results are being held confidential pending
the disposition of contiguous lands.

R-19 R18W5 R17
) 1 6 s 1 5 |T58
* 36 31 36 31
%
* i +
e +
3
%
8
T57
i

I |-10+

+ /mnz

T56

Tmile .

Pine/Mayberne

In the Pine/Mayberne area of west central Alberta,
Westgrowth and its joint venture partners have earned or
acquired an average 9.8% working interest in 13,600 acres
(5,504 hectares). Two wells were drilled during 1980 in
10-10-57-18 W5M and 10-12-57-19 W5M and cased as potential
gaswells. The 10-12 well drillstem tested 657 mcf (18,500
cubic meters) of gas per day from the Lower Cretaceous
Bluesky zone as well as 142 mcf (4,000 cubic meters) per day
through perforations from the Jurassic Nordegg formation.
Both zones should flow at significantly higher rates following
fracture stimulations. The well has been assigned a total net
gas pay of 55 feet (16.9 meters) including the Lower Cre-
taceous Gething zone which has not been tested at this time.

The 10-10 well was also cased for its Gething gas potential and
is presently being completed and evaluated.

Westgrowth operated drilling rig on location at 13-3-60-27
W5M, Berland River area of West Central Alberta.




British Columbia
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In the Peggo area the c-29-L-94-P-8 well was drilled by
Westgrowth and its investors as to a 33.3% working interest
reverting to 16.7% after payout of the well. The hole was
cased as a potential Devonian Jean Marie gaswell and is
currently being completed and evaluated. The Company and
its partners presently have earned an interest in 5,710 acres
(2,311 hectares) and by drilling a second Jean Marie test on
the indicated option lands can increase their acreage position
to include an additional 3,581 acres (1,449 hectares).
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Westgrowth and its joint venture partners have earned and
acquired working interest ranging from 16.7% to 33.3% in
5,240 acres (2,121 hectares) and have an option to earn similar
interests in an additional contiguous 3,930 acres (1,590 hec-
tares). The initial earning well drilled in a-87-L-94-P-1 has
been completed as a dual zone Mississippian and Devonian
Jean Marie formation gaswell. During production tests the
Jean Marie zone flowed at a rate of 423 mcf (11,909 cubic
meters) per day and the Mississippian zone at rates of
approximately 1.65 mmcf (46,492 cubic meters) per day.
Additional drilling is planned for the 1981-82 winter drilling
season on the aforementioned option lands.

Pumpjack installation on a Westgrowth etal oil well at Retlaw
8-26-12-18 W4M in Southern Alberta.




United States -Areas of Exploration Activity - 1980
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United States
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Seabourne Creek - Fort Bend County, Texas

The Guntle Gas Unit #1 well in which Westgrowth has earned
a 7.5% corporate working interest was drilled to 8,716 feet
(2,656 meters). An independent engineering evaluation has
identified six potentially productive zones in the well includ-
ing four Frio sands plus the Cockfield and Yegua formations. To
date only two Frio sands have been completed as gas zones,
with one being placed onstream in September. The calculated
absolute open flow potential from each zone perforated at
5024-5027 feet (1531.2-1532.1 meters) and 5220-5225 feet
(1591.0-1592.5 meters) was 27.2 mmcf (766,413 cubic meters)
and 20.5 mmcf (577,628 cubic meters) of gas per day, respec-
tively. During December, 1980 the well was averaging 1.66
mmef/d (46,774 cubic meters per day) and has at least one
potential offset location.

Nine Well Program - Barton, Ellsworth and Rice Counties,
Kansas =

A number of large and prolific oilfields were developed in the
Arbuckle Dolomite of central Kansas during the 1930’s and
1940’s. Characteristically these fields have an active water
drive and later in the producing life of each well disposal of
water produced with the oil became an economic problem
since oil was selling for only $3.00 per barrel. Today, how-
ever, with oil averaging $40.00 per barrel and recent advances
in high volume pumping technology, many of these fields
and their residual oil reserves are being redrilled and the oil
plus associated water produced economically. Westgrowth
and its investors participated in a nine well infill drilling
program of which seven wells were cased as potential
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Hidy - Hitchcock County, Nebraska

During 1980 Westgrowth earned a 32.5% corporate working
interest in 880 acres (356 hectares) on this prospect by partici-
pating in a 4,340 foot (1,323 meter) multizone Lansing/Kansas
City oil discovery. The well had an initial producing rate from
the “G” zone alone of approximately 85 barrels (13.5 cubic
meters) of oil per day and is expected to stabilize at an average
daily pumping rate of 30 barrels (4.8 cubic meters). Several
potential offset locations exist to the discovery well and de-
velopment drilling will commence early in 1981

Arbuckle producers, and two were abandoned. Several of the
cased wells also carry uphole Lansing/Kansas City potential
which was not considered attractive during the early de-
velopment of these fields due to the lower productivity
compared to the Arbuckle zone. Initial production from the
Arbuckle is expected to average approximately 10 barrels (1.6
cubic meters) of oil per day and potentially double with the
installation of high volume lift facilities. Westgrowth and its
joint venture partners have earned a 32.5% working interest in
1,240 acres (502 hectares) on this project which has the
possibility for at least twenty development locations.




United States
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Rig and barge moving to location on State lease 7724 #1 Rabbit
Island prospect, Iberia Parrish, Louisiana.




Consolidated Balance Sheet
December 31, 1980
Westgrowth Petroleums Ltd.

Assets

1980

1979
(Restated)

Current assets:

Accoiinterecelvablei(NOtEB) w e mumcians w1 i oees G s s 5 5 T I R T $ 6,767,671 $ 2,112,889
Due from limited partnerships .. ... 1,620,807 303,754
NOte TacaivVable: m: s s o s e (s St A e brdts 160 91 1 BT — 513,271
Prepaid EXPEISES « ..\ 'ttt et e e e 19,099 13,732
8,407,577 2,943,646
Property, plant and equipment (Note 5):
Petroleum and natural gas properties and production equipment ...................... 7,253,834 2,379,099
Accumulated depletion and depreciation ............ ... 757,903 347,072
6,495,931 2,032,027
Other assels (INOLE 4) ...ttt e e e e e e 279,591 156,422
$15,183,099 $ 5,132,095
Liabilities and Shareholders’ Equity
Current liabilities:
Gutstanding cheques 1688/ CASH TN DANKS oo v r s gt ot W mEsnesss 5 o w8 S $ 509,733 § 613,511
Bank demand loan (INOLE B) ...ttt e 1,432,080 —
ACCOUNS PAVADLE s e nme rosiom wsrmssssiaio it st 1aninass S 500 e isa st e e, 50 o181 o SEA TPt 6,989,176 2,271,945
Due to limited partnerships ........... . i e 666,476 —
Deferred managementfee TEVEIUE ;g wn cnmasis s e s smsiisisia. 5 v 51 fevamain 184,500 —
9,781,965 2,885,456
Advances on natural gas sales contracts (Note 7) ...... ... ... ..ot 235,486 60,882
10% Subordinate Convertible Debentures ......... ... ... ... .. . . . . .. . . . . .. 2,000,000 —
Shareholders’ equity:
Share capital (Note 9):
Prefarred SNATes: 4 o o i marssis i 5 10 50l e Eam.an 95 i 25 b 0 50 amtiriem s 5 a0 are) S Taciald 782,500 1,112,500
Common SHATES . ...ttt 2,861,902 1,975,222
3,644,402 3,087,722
DRRICHE - i o e o e e s 4 SRl s Tare e 55 il e e e S S SR 478,754 901,965
3,165,648 2:185,757
Commitment (Note 14)
On behalf of the Board Director e
$15,183,099 $ 5,132,095

— i

Director ( fw\_g \_&Lk

See accompanying notes.




Consolidated Statement of Earnings
Year ended December 31, 1980
Westgrowth Petroleums Ltd.

1980 1979
(Restated)
Revenue:
Sale of petroleum and natural gas, net of royalties ........................... ... .. ... $1,350,841 $ 439,477
Management fees based upon capital contributions of joint interest participants ........ 894,708 157,660
INYETESEE. | . iecsisis e rios mreomisieiaion st sie) i AiasofodstioSaii i o | ko o bl et} a5 iz A5 o T SR E RSN KADIREE W6 6 585 S5 & 15,147 46,373
2,260,696 643,510
Expenses:
Production ... ... .....o..e e 397,981 156,917
General and administrative ....... ... i 538,175 123,320
EOMINISSIONS e w v wumunient 55 G 2SS TR S G 0 05 % T 50 e B et e moe e aie tut e 164,368 35,000
Interest on debentures. . ... 83,333 —
DEpLletiGn emes sn i soinasan 5 i oov b seE o5 5 05 78 55 50 20085 b s enemrenirea reniace. sve st ot o 247,346 39,500
Depreciation . ... ... 163,484 30,612
Ehei INTETESt & o v vonnvamen o5 5 Sear TGS S5 58 19 56 5 15 55 e rmatamemets e sren e sae. ate e, 263,135 4,534
Reorganization Costs ... ... ... — 29,500
1,857,822 419,383
Earnings before income taxes and extraordinary items ................ ... ... ... ....... 402,874 224,127
Income taxes, net of provincial royalty tax credit (Note 10) .......... ... ... ... ... . ..... 68,190 55,066
Earnings before extraordinary items ............... ... . ... . ... .. 334,684 169,061
Extraordinary items:
Gain on disposition of investment in Westgrowth Investments Ltd. .................. .. — 36,015
Tax/benefitsiof prioriyearst10s568 ovasmmmmnmmmss: o o 55 g 78 SrEe RS £ 5 3 172,852 84,247
172,852 120,262
Net earnings [NOTE 11) ..ottt e e e e $ 507,536 $ 289,323
Consolidated Statement of Deficit
Year ended December 31, 1980
Westgrowth Petroleums Ltd.
1980 1979
Deficit, beginning of year, as previously reported ............. .. . i $1,021,726  $1,151,441
Deduct:
Change ofaccounting policy (INOLE 2] s s i v ws el Bas §5 5 5 5 64,000 -
Prior period adjustment [NOte 3) .. ..o ot 55,761 92,886
Deficit, beginning of year, as restated . ..o ittt ittt ety 901,965 1,058,555
Add:
Issue expense of preferred shares less related income tax of $23,500 ................... — 26,500
Dividends on preferred shares ....... .. .. . . 84,325 110,233
986,290 1,195,288
Deduct:
Proceeds from warrants issued ..., — 4,000
Net' arnings o o sorerenes &5 8% 5o 9 EaEs OF 0 55 55 58 55,30 Pt s s s iren, sin wis o s sincs 507,536 289,323
Delicit) end /of YOaT womuniun i s (oo s vmime i 51 0 5 b e S e e i 55 0 1 35 Han $ 478,754 $ 901,965




Consolidated Statement of Changes in Financial Position

Year ended December 31, 1980
Westgrowth Petroleums Ltd.

1980 1979
(Restated)
Funds provided:
Eront OPELations .06 68 05 Svaeusyonas v 1 08 28 00 Bn.as 55,08 o 12 0 2 S0 s $ 919,622 $ 338,230
Procseds)ontiss eIt BDETIMITES ] raiicitvemsies i vt 56 se0s s e s Eeises et s s | Sy oHave et s 2,000,000 —
Proceeds on issue of share capital:
PrEfETTEANSIATEE! <iincvim st 1o irsust S e 5 ) 0 60508056 T S RS T2 4 SSRGS — 1,265,000
GOMMDND SHATES ... ieiiiie oie sha 3785kt okr e vhs s <) S0 ik ansatoiiaminl %181 pat | s o) mobiaiio s e oh ity 556,680 58,000
Disposition of investment in Westgrowth Investments Ltd. ............................ — 513,271
Advances on natural gas sales contracts ......... ... i 174,604 52,186
Property, plant and equipment transferred to limited partnerships ..................... 547,646 —
I OT o e o e e et st o | 2| e mg e e e oo 128 o e e i oo i |25 o pmarieeeansehmmiole — 10,000
4,198,552 2,236,687
Funds applied:
Property: plantiand SquiPIment « .o e i o s dos piesis s w5 i e s 5,422,381 1,792,471
Investment in Westgrowth Investments Ltd. ....... ... ... i, — 466,199
Preferred shares:
1SS UEIOXPOIISEEN |- - miessimnos s r ey 0 3 b e e s ol b 4, 5 £ Baut tonrymse oot s sie ! o) Sl S s cmtonndy - 50,000
PIVIACIAS = cyom comvsniminvms: i 51 im0 3iames sy o0 ysrs L) 19151508 a1 8 1 AR 41 e | ) 551 S A S0 84,325 110,233
Advances to officers and directors ..............cco i — 72,990
INCEEASE INOLNOT RSSPEST 7yt merrmriss sratusduetoss tets s s, 1) died 5 E3a b eSS SR 15 | S S AT i S s — 27,682
Reclassification of account receivable ....... ... ... 124,424 —
5,631,130 2,519,575
Working capital deficiency:
INETCASE ITEVOAD! . ses msvinydcamrers S72| 5|7 osusi s e Vot o | | 654 ¥ i o ook S SR 8 1 | G Gl g oS 1,432,578 282,888
Beginning of Year - .. ..o ettt it it i b i e e (58,190) (341,078)
DT e 0 e b $1,374,388 $ (58,190)

Notes to Consolidated Financial Statements
Year ended December 31, 1980
Westgrowth Petroleums Ltd.

1.  Significant accounting policies:
a) Principles of consolidation:

The consolidated financial statements include the
accounts of the Company and its wholly owned subsidiary.

b) Property, plant and equipment:

The Company follows the full cost method of account-
ing for petroleum and natural gas properties and related
expenditures, under which all costs related to the exploration
for and development of petroleum and natural gas reserves
are capitalized recognizing separate Canadian and United
States costs centres. Such costs include those related to lease
acquisitions, geological and geophysical activities, carrying
charges of non-producing properties, drilling of productive
and non-productive wells and overhead related to explora-
tion and development.

Depletion of petroleum and natural gas properties is
calculated on the unit-of-production method based upon
estimated proven reserves as determined by independent

engineers. Depreciation is calculated on a declining balance
basis at a rate of 10% for production equipment and 20% for
other equipment.

c) Foreign currency translation:

The foreign currency accounts of the Company and its
United States subsidiary are translated to Canadian dollars as
follows:

Current assets and current liabilities at the rate of
exchange prevailing at the end of the year;

Other assets and liabilities at the rate of exchange in
effect on the dates the assets were acquired or the
obligations were incurred;

Revenue and expenses at the average rate of exchange
in effect during the year with the exception of depletion
and depreciation, which reflect the rate in effect when
the related assets were acquired.

All gains and losses arising from foreign currency translation
are included in the determination of net earnings.




Notes to Consolidated Financial Statements
Year ended December 31, 1980
Westgrowth Petroleums Ltd.

d) Joint interest operations:

Substantially all of the Company’s petroleum and natu-
ral gas exploration, development and production activities
are conducted jointly with others and accordingly these
financial statements reflect only the Company's proportion-
ate interest in such activities.

2. Change of accounting policy:

Effective January 1, 1980 the Company retroactively
adopted a policy whereby overhead expenses relating to the
exploration for and development of petroleum and natural
gas reserves are capitalized and included in costs to be
depleted by the unit-of-production method. The effect of the
application of this policy for the years ended December 31,
1980 and 1979 is as follows:

1980 1979

Decrease in general and

administrative expenses .. ... $177,000 $ 64,000
Increase in depletion .......... 9,100 —
Increase in earnings before

income taxes and

extraordinary items ......... 167,900 64,000
Increases in income taxes -

deferred o s snnmmenan v s s 45,256 16,920
Increase in earnings before

extraordinary item .......... 122,644 47,080
Increases in extraordinary item -

tax benefit of prior years’

108888 o commnas 2 i v 45,256 16,920
Increase in net earnings and

decrease in deficit .......... $167,900 $ 64,000

The effect of the change prior to 1979 is not material

3.  Prior period adjustment:

An error in 1976 resulted in the exclusion of petroleum
and natural gas revenue from earnings for the years ended
December 31, 1976 through December 31, 1979. The correc-
tion of this error has resulted in an increase of $148,647 in
accounts receivable at December 31, 1979 and an increase in
net earnings for the year then ended as follows:

Increase in sale of petroleum and natural gas,

net of Toyalties ... ... . iz siienas 9 o L asuss $62,692
Increase in production expense ............... 13,347
Increase in net earnings before income taxes

and extraordinary items .................... 49,345
Increase in income taxes, net of provincial

tovaltytakicredit . x o ssosumres i & sossEn 12,654
Increase in net earnings before

extraordinary items ...............cc.nna.. 36,691
Increase in extraordinary item — tax benefit

~of prior years' losses ..................... 19,070

Increase in net earnings and decrease in deficit . . $55,761

The deficit at January 1, 1979 has been reduced by
$92,886 in order to reflect the effect of this adjustment on
the years ended December 31, 1976 through December 31,
1978.

4.  Other assets:

Other assets consist of the 1980 1979

following:
Accounts receivable ......... $124,424 —
Promissory notes ............ 71,735 $ 72,990
Marketable securities, at cost

(quoted market value

$£325,000) . i o e s 55,750 55,750
Drilling deposits ............ 27,682 27,682

$279,591 $156,422

The promissory notes, which bear interest at 10% per
annum, are due in June, 1984 and represent funds advanced
to officers and directors for the purpose of acquiring shares
of the Company.

5. Property, plant and equipment:

December 31, 1980 1979
Accumulated
Depletion Net Net
and Book Book
Cost Depreciation Value Value
(notes 2&3)
Canada
Petroleum and
natural gas
properties ..... $4.335.924 S 344.011 $3.891.913 $1.741.467
Production
equipment. gas
plants and other
equipment . .... 1.288.535 232.877 1.055.658 290.560
5,624,459 676,888 4.947.571 2,032.027
United States
Petroleum and
natural gas
properties...... 1,246,571 42,735 1.203.836 —
Production
equipment. gas
plants and other
equipment .. ... 382.804 38.280 344.524 —
1.629.375 81.015 1.548.360 -
Total $7.253,834 S 757.903 6.495.931 §2.032.027

The Company has pledged certain Canadian petroleum
and natural gas properties as security for bank indebtedness.

6. Bank demand loan

The bank demand loan represents drawings on an
operating line of credit of $4,700,000 and bears interest at 4%
over the prime lending rate of the Company's banker.

The loan is additionally secured by a general assign-
ment of accounts receivable.




Notes to Consolidated Financial Statements
Year ended December 31, 1980
Westgrowth Petroleums Ltd.

7. Advances on natural gas sales contracts

This is an amount received in respect of annual con-
tracted gas volumes not taken by purchaser and which will be
reported as revenue upon subsequent delivery of gas.

8. 10% Subordinate Convertible Debentures

The Company has issued debentures bearing interest at
10% per annum maturing July 31, 1985 in the principal
amount of $2,000,000, of which $1,000,000 was issued to a
major corporate shareholder. The debentures are converti-
ble into common shares at the rate of $5.00 per share to July
29, 1982 and $6.00 per share for the duration of the term.

The debentures are redeemable at the sole option of the
Company after July 31, 1981 if the average closing stock
exchange price of the common shares of the Company
during thirty consecutive trading days subsequent to that
date was not less than one dollar above the conversion rate
applicable during that period.

9. Share capital:

a) Authorized:

i) Preferred — 126,500 cumulative redeemable, con-
vertible shares of $10 par value each, having an
annual dividend rate of $1 per share.

ii) Common — 10,000,000 shares of no par value.

b) Issued:

i) Prefered shares:

At December 31, the Company has reserved common

shares for issue as follows:
1980

1979

On the conversion of
debentures ...................
On the conversion of preferred
shares ......................
Under share purchase warrants:
Issued to company controlled
by director, exercisable at
$.60 per share (1979 - $.50)
and escalating by $.10 per
share each year to date of
expiration, December 31,
1983 - ivveme o i
Issued to senior officers,
exercisable at $.50 per
share, expiring December 31,
L e
Issued to major shareholder,
exercisable at $1.75 per
share, expiring June 1, 1981
Issued to partners of limited
partnership, exercisable at
$1.75 per share ........... —

400,000

1,565,000

200,000

172,000

80,000

Under options granted to
officers and employees of
the Company:
Exercisable at prices between
$1.83 and $3.06 per share
98,000

2,225,000

200,000

175,000

160,000

234,400

99,000

Shares Consideration

Balance, December 31, 1979 111,250 $1,112,500
On conversion to common

shiales . vsems o s | 33,000 330,000

Balance, December 31, 1980 ... 78,250 $ 782,500

The preferred shares are convertible to twenty common
shares for each preferred share outstanding.

The Company has the sole option to redeem the prefer-
red shares at par value plus accrued and unpaid dividends at

any time subsequent to December 31, 1981.

ii) Common shares:

Shares Consideration

Balance, December 31, 1979 ... 3,025,008 $1,975,222

On exercise of warrants ...... 319,200 554,850

On exercise of options ....... 1,000 1,830
On conversion of preferred

shares .................... 660,000 330,000

Balance, December 31, 1980 ... 4,005,208 $2,861,902

expiring in 1983 ..........
Exercisable at prices between
$3.40 and $4.04 per share

expiring in 1984 .......... 137,000 —

No more than one third of
options granted may vest in
a particular year. The price
of certain options,
principally those expiring in
1983, escalates at $.25 per
VEAL. it

2,652,000 3,093,400

10. Income taxes:

The provision for income taxes differs from the result
which would be obtained by applying the combined Cana-
dian Federal and Provincial income tax rate of 48.8% (1979 -
479%) to the earnings before income taxes. The difference
results from the following items:
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1980 1979
Computed expected tax ........ $196,602 $105.340
Increase (decrease) in taxes
resulting from:
Royalties and other payments
to provincial governments 205,451 78,621
Provincial rebate ............ (25,124) (8,295)
Federal resource allowance .. (158,718) (51,755)
Tax depletion of Canadian
production income ........ (59,413) (34,154)
Other non-deductible items .. 14,054 6,933
Income taxes — deferred ...... 172,852 96,690
Alberta royalty tax credit ...... (104,662) (41,624)
Income taxes, net of Alberta
royaltyitax credit'. . < cvonmvwan o $ 68,190 $ 55,066
Percentage of earnings before
income taxes: . .. o seasms s i 16.9% 24.6%
11. Earnings per share: Fully
Basic Diluted
1980 1979 1980
(Restated)
Before extraordinary items .. § .07 $ .02 $ .06
Extraordinary items ........ $ .04 § .04 $ .04

$ .11 $ .06 5 .10

Earnings per share are calculated on the weighted daily
average number of shares outstanding during the year.

12. Segmented information:

The following information relates to the Company’s
operations in Canada and the United States:

Canada LIS:A, Total

Revenue ......... $ 2,073,292 $187,404 $ 2,260,696
Segment operating

profit (loss) .... % 1,008,434  § (22,978) § 985,456
General and

administrative 499,249
Interest on

debentures .. ... 83,333
Earnings before 582,582

income taxes

and

extraordinary

R s v s wasoss 402,874
Income taxes, net

of provincial

royalty tax credit 68,190
Earnings before

extraordinary

(-3 11 0 SR 334,684
Extraordinary item

— tax benefit of

prior years’

losses ......... 172,852

Net earnings $ 507,536

Identifiable assets ~ $13,021,003 $2,162,096 $15,183,099

13. Related party transactions:

During the year, the company carried out transactions
with certain related parties.

The Company has paid amounts of $20,000 and
$132,864 in commissions for the issuance of debentures and
the raising of capital through joint ventures, respectively, to a
company whose chairman is a director of the Company.

Subsidiaries of a major shareholder have participated
on a joint venture basis in the Company's exploration and
development programs. The terms of the joint venture are
considered comparable to similar transactions with non-
related parties.

During the vear these companies paid $134,430 in
management fees to the Company and contributed approx-
imately 14% of the total capital expenditures of the Com-
pany’s programs. The companies’ share of revenue from the
programs was not significant.

14. Commitment:

The Company has entered into a ten year lease agree-
ment for office space effective December 1, 1981. The min-
imum aggregate payments are $4.205,050. The minimum
payments required in the next five vears are as follows:

O ivisnmimne ane site ssmymommseutimsmte g sse sym s AT Ridit $ 30,307
BB ccnvnvniminin i s Cre T S i W 363,680
OB, L sriner o sne one pasmirmonmesslusame ms s wiom SiBA et 363.680
U984, sumivunn s i ot semT T S I T 363.680
L P i O N - P 363,680

$1,485,027

15. Reclassification of comparative figures:

Certain 1979 figures have been reclassified to conform
with the current year presentation.

Auditors’ Report

We have examined the consolidated balance sheet of
Westgrowth Petroleums Ltd. as at December 31, 1980 and the
consolidated statements of earnings, deficit and changes in
financial position for the year then ended. Our examination
was made in accordance with generally accepted auditing
standards, and accordingly included such tests and other
procedures as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements
present fairly the financial position of the company as at
December 31, 1980 and the results of its operations and the
changes in its financial position for the year then ended in
accordance with generally accepted accounting principles
applied, after giving retroactive effect to the capitalization of
overhead expenses as explained in Note 2 to these financial
statements, on a basis consistent with that of the preceding

(o) 0 ek i 2o

Peat, Marwick, Mitchell & Co.
Chartered Accountants

Calgary, Canada
March 13, 1981




Reserves and Future Net Income Evaluation to December 31, 1980 * * *

0il Gas Estimated Future Net Income*
barrels mmcf
(m?) (10°m?) Undiscounted 12% 15% 20%
Proven:
Canada 305,600 8,758 $61,197,400 $18,092,600 $15,000,700 $11,583,100
(48,585) (246.7)
U.S.A. 50,458 273 3,712,745 1,557,167 1,328,226 1,056,043
(8,022) (7.7)
Probable:
Canada 163,300 2,130 30,680,600 4,783,800 3,424,400 2,079,100
(25,962) (60.0)
U.S.A. 24,998 30 673,375 344,072 298,653 239,501
(3,974) (0.8)
TOTAL 544,356 11,191 $95,264,120 $24,777,639 $20,051,979 $14,957,744
(86,543) (315.2) -

1. Canadian properties evaluated by Kloepfer, Coles, Nikiforuk Pennell Associates Ltd. and M & D Petroleum Consultants Ltd. United States properties evaluated by
Ryder Scott Company.

2. Reserve values are net of all royalties and windfall profit tax,

3. Westgrowth carries non reserve acreage independently valued at $5,986,062.

4. Expressed in Canadian dollars and employing a 17% exchange rate on U.S, values.

Abbreviations and Metric Conversions

BCF  — billion cubic feet
MMCF — million cubic feet
MCF — thousand cubic feet
m? — cubic meters

1 cubic meter = 6.29 barrels
1 cubic meter = 35.49 cubic feet
1 hectare 2.471 acres
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