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Highlights

A Land holdings at March 34, 1985

1985 1984
Gross Acres Net Acres Gross Acres Net Acres
Aberta ... ... . 59,804 7,708 60,644 7953
British Columbia ................. 3,337 641 3,337 641
oL (0] (ol §1=117[0 | RAE R — 9,287 1,635 10,369 1821
TOTAL. .. . 72,428 9,984 74,350 10,415

B. Production and sales for the year ended March 31, 1985

Gross before Royalties Net after Royalties
Crude oil & liquids —bbls. ................ .. 76,437 56,321
Naturalgas —mcf ................ ... ..... 767562 540,072
Sulphur—tonnes ........... . ... .. ... 3.091 2593

C. Net proven and probable reserves as determined by independent reservoir engineers
at March 31, 1985

Crude Oil and

Natural Gas Liquids Natural Gas
(Barrels) (Millions of Cubic Feet)
PIOVON  wie: o oz swomeis wapen v pomsce seys 3 st = 4 383,200 5068
RProbiabler « ; sun o sen s oo s smns s s sa0 s 250 5 5 261,900 1614
Total proven and probable ............... 645,800 6,682

D. Future net revenues and present value of proven and probable reserves as determined by
independent reservoir engineers at March 31, 1985

FUaUre Nel reVeRBes. ¢ sus smrs 3 s wisss Sk 5 290 © 206 © sait 200 S0 S85 5 w3 B 5 o o B $35,855,000
Present worth discounted @ 12% . . . ... oot $14,420,000
Present worth discounted @ 18% . ... ..o e $10,945,000



Report to the Shareholders

During fiscal 1985, Giant Reef
Petroleumns Limited improved its
operating results and financial
position through a successful
exploration and development
program conducted in Western
Canada.

Revenues of $3,146,000
increased 44.6 percent from
$2,175,000 last year, net
earnings of $1,443,000
improved 38.8 percent
compared with $1,040,000 in
the previous fiscal year and
earnings per common share
were $0.44 compared with
$0.31. Cash flow for the current
year increased to $2,018,000
from $1,488,000.

Giant Reef participated in 17
oilwells, 1 gaswell and 6 dry or
suspended wells (1 was in
progress at year end) for a
success ratio of 75 percent in
fiscal 1985, Exploration and
development was focused on
oil prospects at existing land
holdings in the Lochend and
Ferguson Lake areas of Alberta
and at Coleville,
Saskatchewan.

In the coming year, the
Company will parficipate in a
projected 25 wells

concentrating on oil prospects.

Giant Reef, with its strong
financial position, will finance
its 1986 projected drilling
program from cash on hand

and cash flow from operations.

The payment of dividends fo
common shareholders was
commenced in 1982. This
policy will be continued in
fiscal 1986. The quarterly
dividend is presently set at
$0.05 per common share.

On behalf of the Board

Yok Loy

Jack Scrymgeour
President
July 15, 1985,



Exploration and Development

Alberta

Ferguson Lake

Giant Reef has an inferest in
nine oilwells which have an
average net production of
approximately 540 barrels of oil
per day (BOPD) in the

Ferguson Lake area of Alberta.
Our interest in these wells
ranges from 4 to 12 percent
resulting in net production of 30
BOPD to the Company.

Giant Reef has a net interest in
13,760 acres in this area and
will drill an additional four
wells at Ferguson Lake in the
coming year.
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Lochend

A drilling program was initiated
at Lochend three and a half
years ago which, to date, has
resulted in 15 wells all of which
have been completed as
commercial oil producers.

Production of light gravity
crude is being obtained from
the Cardium formation with
average production rates
ranging from 17 o 21 net BOPD
per well. The Company’s share
of the daily net production from
this field is now estimated at 41
BOPD.

Giant Reef maintains an interest
in 6,240 acres at Lochend and
has a net earned position of
522 acres.
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Saskatchewan

Coleville

Qur Coleville properties are
located approximately 1.5
miles from the main Coleville
Bakken Sandstone pool
discovered in the early 1950's.
Giant Reef initiated a drilling
program in the region in 1983
and has since participated in
28 wells, all of which have
encountered net pay zones in
the Bakken formation ranging
from 8 to 41 feet. Five of these
wells have encountered varying
net pays in the Mclaren
formation ranging from 15 to 39
feet. In addition, two have
encountered 10 feet of net pay
in a Basal Manville sandstone.

Total recoverable reserves per
section, using a recovery rate of
three percent, are estimated at
800,000 barrels of oil for the
Bakken sand and 250,000
barrels of oil for the MclLaren
sand. Our interests in the area
vary from 7.5 percent to 15.0
percent with net acreage of
308 acres and gross acreage
of 3,174 acres.

Six wells are scheduled in this
region for fiscal 1986 and,
confingent upon their success,
an additional eight wells are
budgeted to be drilled.




Production

Giant Reef’s exploration and
development programs have
resulted in a substantial
increase in crude oil and
natural gas production. Crude
oil and liquids production in
fiscal 1985 rose to 76,437 gross
barrels, compared with 49,399
gross barrels for fiscal 1984,
and reached 56,321 net barrels
in comparison to 35,078 net

barrels for the previous fiscal
year, Gross natural gas
production was 767,562 mcf
compared with 491,116 mcf in
fiscal 1984 and net production
for fiscal 1985 increased to
540,072 mcf over 342,082 mcf.
During the past year, 17 oilwells
in which we had interests were
completed and placed on
production. In fiscal 1986,

Five Year Selected Data

Giant Reef’s exploration and
development activities,
budgeted at approximately
$21 million, will again be
concentrated on crude ail
prospects with early market
potential. Increased gas
production levels, reflecting
improved export market
conditions to the United States,
are expected to continue,

Fiscal year end 1985 1984 1983 1982 1981
Thousands of dollars HesItoo) i (estonell 7 (Rssiomch
except per share data

Net operating revenue ... $3,146 52175 §$1856 $§1486 $1415

Neteamnings ............ 1,443 1040 1172 890 636
Earnings per common

sharesis ot e 0.44 0.31 0.35 0.27 019
Cash flow from

Operalions: =i & ! 2018 1488\ 750 ¢ £218 1477
Cash flow per common

Sharer s e e 0.62 045 0.53 0.37 0.35
Working capital ......... 2784 2506, « 2051 4 1720 1028
Dividends per common

share:s i s B s i 0.20 047 042 0.06 —

Drilling Participation
Alberta Saskatchewan Total

For the year ended
March 31, 1985
Grosswells ............... 8 16 24
Netwells -2 = o an N aa 0.69 1.80 249
Grossproducers. .......... 7 11 18
Net producers ............ 049 128 177
Wells dry and abandoned . . 1 5 o]
BAllingase it s S i 1 — 1
SUCCESS RATIO: 87% 69% 75%
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As At March 31, 1985
ASSETS
1985 1984
Current assets
Eash:andishefistennidopeshistoee o risewn - ahieimng . B vl oo $1,565,983 $1,101,184
MarkelchlaBatUdiesiic - = Sliaia, . = ol Sl on ST S0 0L UEREE Sl 1,283,749 1,137,251
AccounisirecevabieiNola2) @i et e SRl il o0 7 e e B 472,119 678,235
Incomelaxesirecaverable am s =t i anisoe S iiana S R e 35,631 106,320
Prepaickexpanses ginet B oy ook oo e T S Sk s S e o Tl 4,598 5,899
Dllg trampelent cCarnpany s v Sameliee SLmselins: & s C i s Sl 175,850 —
3,537,930 3,028,889
Investments, at cost (market value $2,548; 1984 — $4600) . . ............... 3,242 3,242
Propedy. planhianeiecquipment(Note:d) o5 s ad e i o o8 e 5,859,533 5,838,303
$9,400,705 $8,870,434
LIABILITIES
Current liabilities
Accounts payable and accrued ligbilities . . ................ o L. $ 2,303 D Sn h0
Eiidendsipayabletiaise saios - E e H e e s e 163,467 166,490
hetmeraxas Beyablepssad soll -t s e Rt d il e e i 590,942 250,687
Dliede:parankeOmpPany: - can i - e il TRl 0 ST — 70,126
756,712 522,455
Peferrcdrevenuss, . FoiE s o pRe e iRe Ra e e e S S 1,755,865 1,914,087
DefaredinComesaxes Ml isgnl % o s S e Bl g 5 0l LS e 1,467,696 1,526,546
3,980,273 3,963,088
SHAREHOLDERS’ EQUITY
Share capital (Note 4)
Autherized
5,000,000 common shares without nominal or par value
Issued
3,269,352 sharesii984= 38298023t e L 1,082,699 1,102,647
Retalpecrearmings (NereMES= s e = s el i i T SR 4,337,733 3,804,699
5,420,432 4.907,346

$9,400,705 $8,870,434

On behalf of the Board

Vel - i P e

7 gome o Dl




Statement of Earnings and Retained Earnings

For The Year Ended March 31, 1985

Revenues

Gliand.gasproclichoniasis a0l Sy it S

Operating expenses

&[7s[a1ahia T el (zimli o) o ]n i Al Aok RS SR S MR SOl oo
Generaland administrative . .. .. o i ool
Logseienialss e e hitas ue S uiieit s el L Lo S e e
Deplatiotidnd deptociation’ ;e & L i L it iy St T

o igllate Slitelan sl ol= e 1i ol Cant PRESIE sk o S SR TR i S s e

Other revenue (expenses)

[ntcrastiand oheninceme s G e 5w i En St e
Interestandbank charges: i ma s B el neiiin 2

Edmifgs beforeincome Taxesic i, f il a Ui s ey

Provision for (recovery of] income taxes (Note &)

EHlreRTS o e e e R A s S e
B s e e e g g e i W T e M S )

Netieamingsforthevedr. 06 oot or sl R0 ks e
Retained earnings at beginningofyear . ......................

Redemplienaf sharesNote 4) n . it ol i s D
Elvidands e e Tt} ekt s Db e o e s e e
Retained earningsatendofyear. . ... . ... ... .. ..,

Helinl[plel ol Pl ploli= reatie s S Ml T e e S e S8 e

Auditors’ Report

1985 1984
$3,146,018  $2,175,168
810,945 613,479
190,419 129,254
1,867 12,233
633,874 315,181
1,637,105 1,070,147
1,508,913 1,105,021
301,712 177,901
(8,656) (40,066)
293,056 137,835
1,801,969 1,242,856
417,822 69,980
(58,850) 132,824
358,972 202,804
1,442,997 1,040,052
3,804,699 3,330,713
5,247,696 4,370,765
(253,071) @
(656,892) (566,066)
$4,337,733  $3,804,699
$0.44

$0.31

The Shareholders
Giant Reef Petroleums Limited

We have examined the balance sheet of Giant Reef Petroleums Limited as at March 31, 1985 and the statements of
earnings and retained earnings 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 financial statements present fairly the financial position of the Company as at March 31, 1985 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 on a basis consistent with that of the preceding year.

Touche Ross &(o

Chartered Accountants

Calgary, Alberta
May 30, 1985




Statement of Changes in Financial Position

For The Year Ended March 31, 1985

Cash provided by operating activities
Netearnings feriheNearis . 5 - f g o Tl (s s & Wi e
Add charges to earnings not requiring a current cash payment
Bepletiomianddepreciemon b o Shanald s e s Lo s e siie
Pelermed InCOrie IGXESE v i s s e N s BB e e

Cash provided by (used in) financing activities
Peferiedireveniedis s =i s toas ot i et i s e e e

Redomplion ofshafes s feotu ir bas s R Sel e sl S 0 il il i
B (e (] Rlo SHmicbli S b £ RN B IR g 0 TSR s B e o

Cash used in investment activities
Preperty; plantiancisguipinent s =0 ol e st as s i i s et
Pelfoletmineentives Plogramm aranis =, SF i asicais o i oo i o

Netincrease In:eashdling theyear: 5o o afiaiiine o gig sl e s tisiane 2
Cashposiionakbeginniag ofiVearn i e arh e ot = faie el
Cosh postionianencliefyedr i 5E 2"~ SiEehimess e B Bl iy

Cash comprises
Cashrand shor:term.cleRoshs: i iy o Signien e s e o Sae ailses
Markelable'seciitias == swrp) 2 n el ho s mmiane i oo T e e s

Net change in working capital balances other than cash
AccounlsrocaNEles Siasl gila e Uil s e TS e S
IncomMe fexesraceNerablOr &3 7 r o b S PU e s e
PrepaiciexpensEsie s mm e s bl et i o S at s g SE Rl (Bl
BV relact ole|T=ipl Helelnn] T a A PRiel - el Smn it e I s o R SR e e
Accounts payable and accrued liabilities .. .. ... .. o
Dividendsibayablel - o imintn i n e R L e e
Incemetaxespayable e s el Srsin g iule e e SR R s

1985 1984
$1,442,997  $1,040,052
633,874 315,181
(58,850) 132,824
2,018,021 1,488,057
336,513 (161,582)
2,354,534 1,326,475
(158,222) 340,546
= 152,908
(273,019) i
(656,892) (566,066)
(1,088,133) (72,612)
1,266,401 1,253,863
832,998 1,263,907
(177,894) (303,763)
655,104 960,144
611,297 293,719
2,238,435 1,944,716
$2,849,732  $2,238,435
$1,565,983  $1,101,184
1,283,749 1,137,251
$2,849,732  $2,238,435
$ 206,116  $ 128,402
70,689 89,098
1,301 (3,399)
(245,976) (746,116)
(32,849) 36
(3,023) 166,490
340,255 203,907
$ 336513  $ (161,582)
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Noftes 1o the Financial Statements

March 31, 1985

1. Summary of Significant Accounting Policies

a) Parent company

84% of the Company’s shares are owned by Westburne Petrocleum and Minerals Ltd, a
wholly-owned subsidiary of Westburne Infernational Industries Ltd.

b) Petroleum and natural gas properties
The Company follows the full cost method of accounting for exploration and development
expenditures, whereby all costs relating to the exploration for and development of oil and gas
reserves are capitalized. Such costs are generally limited fo the present value of the future net
revenues from estimated production from proven reserves, plus the estimated value of unevaluated
properties. Proceeds from disposal of properties are normally deducted from costs without
recognition of gain or loss,
Grants receivable under Provincial and Federal Petroleum Incentives Programs are recorded in the
accounts at the time qualifying expenditures are applied for. The full cost pool is reduced by the
amount of the granfs,
Depreciation of production equipment and the gas plant and depletion of oil and gas properties
have been provided on a unit of production method based on estimated proven recoverable
reserves as determined by independent engineers.

c) Deferred revenue
Payments received for undelivered gas are deferred and taken into income when deliveries are
made or the makeup pericd expires. Deliveries of prepaid gas were made during the year and are
expected to continue over the next nine years until all prepaid gas is delivered.

d) Income taxes
The Company follows the tax allocation method of accounting for income taxes. Provincial
Government royalty refunds are taken into account in calculating the current year's income tax
perovision.

e) Joint ventures
The majority of the Company's exploration and production activities are conducted jointly with
others, and accordingly, the accounts reflect only the Company’s proportionate interest in such
activities.

2. Petroleum Incentives Program

Under government legislation, the Company is eligible to apply for grants based on qualifying oil and
gas expenditures. Included in accounts receivable is $135,589 (1984 — $388,241) with respect fo
grants for which application has been made.

3. Propernty, Plant and Equipment

1985 1984
Property, plant and equipment, at cost
Oil and gas leases and development expenditures . ............... $5,721,044 $5,333,786
(€70 (31610 T 1HTSE s ey earh e A T e s L TR S o s i i 1,347,628 1,308,726
Eaulpmente et e =5 i e Sty Ll b T a S Al e 1,380,502 1,151,558
8,449,174 7,794,070
Accumulated depletion and depreciatfion ....... ... ... 2,589,641 1,955,767

$5,859,533 $5,838,303
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Share Capital

During the year the Company repurchased 60,450 of ifs shares at $4.15 per share plus accrued interest
calculated from September 9, 1983 to June 15, 1984. Share capital has been reduced by 519,948,
based upon the proportionate reduction in the number of issued shares. The remainder of the
redemption price has been charged against retained earnings.

Related Party Transactions

The majority of the Company’s recent activities have been conducted jointly with its parent which
administers the affairs of the Company.

The Company has been charged $120,000 (1984 — $60,000) by its parent for administrative services.

Payments of $792,832 (1984 — $1,306,833) have been made to the parent company for the
Company’s proportionate cost for the purchase and development of lands in which the Company has
an interest.

1985 1984
Brillingiandicompieiion cosis o s e ailisai . o o el Tol s Be s $540,150 $ 926,891
Tenglietaetinment e i 00" S8y ERLEs RS & Ser . LB DS e R 254,751 304,864
Geelogleaianclisaismic s o T e LR RIRAE S R e T (2,069) 48,662
Lanciceetlisiion = B e " Sk = L 5 s e e M e o 26,416

$792,832 $1.306,833

The Company eamed net revenue of $1,300,047 (1984 — $759,114) on properties operated jointly with
its parent.

Income Taxes

Income tax expense varies from the amount that would be computed by applying the combined
Federal and Provincial income tax rates fo earnings before income taxes as shown below:

1985 1984
% of % of

pre-tax pre-tax

Amount income Amount income

Expectedtaxexpense. ................... $ 846,925 47.0 $ 584,142 47.0

Effect on taxes from:

Non-deductible crown payments . ... .. .. 507,153 28.1 387,723 27.2
Petroleum and gas revenue tax ....... .. 143,987 8.0 90,240 TiEs!
Alberta royalty tax credit. .. ... .. 5 os 500 (519,895) (28.9) (411,371) (33E1)
Resource dllowanece ................... (377,837) (21.0) (254,569) (20.5)
Depletionallowance . . ........... ... .. (177,602) (9.9) (119,838) (9.6)
@jarclpe s gl e e L PP BRI e (63,759) (3.4) (23,523) (2.0)
Actual income tax provision. .............. $ 358,972 19.9 $ 202,804 16.3

Dominant Industry

The Company has substantially all of its operations in the pefroleumn and natural gas industry in Canada.
The majority of the Company’s revenues are derived from oil and gas sales.

Comparative Figures
Certain 1984 figures have been reclassified to conform with the current year's presentation.
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