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  CONSOLIDATED BALANCE SHEETS
  THREE MONTHS ENDED 

($ millions)  

MAR 31, 2005 
UNAUDITED 

RESTATED (NOTE 2)  

DEC 31, 2004 
 
RESTATED (NOTE 2)

ASSETS    
Current assets     
 Cash and cash equivalents $ 8.7 $ 54.4 
  Marketable securities (note 3) -  68.6 
 Accounts receivable 94.2  96.9 
 Assets held for sale  -  5.4 
 Prepaid expenses  12.8  10.9 
 Inventory 6.8  5.8 
 122.5  242.0 
Cash reserved for site restoration and reclamation  11.3  10.3 
Other assets and deferred charges  10.5  10.9 
Derivative asset  -  0.6 
Property, plant and equipment  1,904.4  1,908.6 

Goodwill  68.5  68.5 
 $ 2,117.2 $ 2,240.9 

LIABILITIES AND UNITHOLDERS’ EQUITY   
Current liabilities   
 Accounts payable  $ 34.5 $ 47.7 
 Accrued liabilities 81.0 72.3 
 Derivative liability  35.0 0.5 
 Accrued distributions to Unitholders 18.6 17.7 
 169.1 138.2 
Long-term debt (note 5) 504.5 656.3 
Future income taxes  211.2 225.7 
Asset retirement obligation (note 4)  34.8 40.3 
  919.6  1,060.5 

UNITHOLDERS’ EQUITY    
Net capital contributions (note 6)  2,100.1 2,042.0 
Capital issued but not distributed  3.0 3.3 
Convertible unsecured subordinated debentures   6.9 8.1 
 Contributed surplus  (note 7)  6.8 6.4 
Accumulated income   120.3 96.3 
Accumulated cash distributions  (1,031.5) (967.7) 
Accumulated dividends  (8.0) (8.0) 

  1,197.6 1,180.4 

  2,117.2  2,240.9 

  The accompanying notes form an integral part of these financial statements. 
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CONSOLIDATED STATEMENT OF CHANGES IN UNITHOLDERS’ EQUITY 

 
 

THREE MONTHS ENDED 

 ($ millions) 

MAR 31, 2005 
(UNAUDITED) 

RESTATED (NOTE 2) 

MAR 31, 2004 
(UNAUDITED) 

RESTATED (NOTE 2) 

Unitholders’ equity, beginning of period $ 1,180.4 $ 1,008.5 
Adjustment to Unitholders’ equity at beginning of period to adopt:     
       New Asset Retirement Obligation   -  5.6 
       New Oil and Gas Accounting Standard   -  (233.3) 
Net income for the period  24.0  19.6 
Net capital contributions  58.1  17.2 
Convertible unsecured subordinated debentures  (1.2)  - 
Capital issued but not distributed   (0.3)  (2.8) 
Contributed surplus  0.4  0.5 

Cash distributions  (63.8)  (41.1) 

Unitholders’ equity, end of period $ 1,197.6 $ 774.2 



PrimeWest Energy Trust 
Three months ended March 31, 2005 – Restated   
 Q1

  CONSOLIDATED STATEMENTS OF CASH FLOW

 THREE MONTHS ENDED 

 ($ millions) 

MAR 31, 2005 
(UNAUDITED) 

RESTATED (NOTE 2) 

MAR 31, 2004 
(UNAUDITED) 

RESTATED (NOTE 2) 

OPERATING ACTIVITIES     
Net income for the period $  24.0 $     19.6 
Add/(deduct) items not involving cash from operations     
 Depletion, depreciation and amortization  57.3  41.7 
 Non-cash general and administrative  1.3  0.9 
 Non-cash foreign exchange loss   0.9  1.9 
 Cash distributions from marketable securities  1.0  - 
 Gain on sale of marketable securities  (26.9)  - 
 Unrealized loss on derivatives  35.2  12.3 
 Future income taxes recovery  (14.5)  (18.2) 
 Accretion on asset retirement obligation  0.6  0.3 
 Other non-cash items  0.8  - 

Cash flow from operations  79.7  58.5 
Expenditures on site restoration and reclamation  (0.9)  (0.9) 
Change in non-cash working capital  (21.6)  1.2 

  57.2  58.8 

FINANCING ACTIVITIES     
Proceeds from issue of Trust Units, net of issue costs  7.6  2.8 
Net cash distributions to Unitholders   (54.5)  (29.9) 
Increase/(decrease) in bank credit facilities  (114.0)  38.1 
Change in non-cash working capital  0.4  (0.2) 

  (160.5)  10.8 

INVESTING ACTIVITIES      
Expenditures on property, plant and equipment  (61.6)  (31.5) 
Acquisition of capital/corporate assets   -  (38.5) 
Proceeds on disposal of property, plant & equipment  8.7  3.5 
Proceeds on sale of marketable securities  94.5  - 
Increase in cash reserved for future site restoration and reclamation  (1.0)  (0.5) 
Change in non-cash working capital  17.0  1.3 

  57.6  (65.7) 

(Decrease)/increase in cash for the period  (45.7)  3.9 

Cash beginning of the period  54.4  2.5 
Cash end of the period $         8.7 $       6.4 

Cash interest paid $         7.7 $      1.2 
Cash taxes paid $         0.6 $       1.0 
Non-cash transactions – conversion of Convertible Unsecured Subordinated Debentures 

into Trust Units $   40.3 $          - 
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CONSOLIDATED STATEMENT OF INCOME      
 THREE MONTHS ENDED 

($ millions except per Trust Unit amounts) 

MAR 31, 2005 
(UNAUDITED) 

RESTATED (NOTE 2) 

MAR 31, 2004 
(UNAUDITED) 

RESTATED (NOTE 2) 

REVENUES   
 Sales of crude oil, natural gas and natural gas liquids      $     155.2   $       110.5 
 Crown and other royalties, net of ARTC (36.0) (23.3) 
 Unrealized loss on derivatives (35.2) (12.3) 
 Gain on sale of marketable securities 26.9 - 
 Other income 0.3 0.3 

 111.2 75.2 

EXPENSES   
 Operating 24.4 19.7 
 Transportation  1.9 1.8 
 Cash general and administrative  5.5 4.2 
 Non-cash general and administrative 1.3 0.9 
 Depletion, depreciation and amortization 57.3 41.7 
 Interest 9.1 3.2 
 Accretion on asset retirement obligation 0.6 0.3 
 Foreign exchange loss  0.9 1.7 
 101.0 73.5 
Income before taxes for the period 10.2 1.7 
 Income and capital taxes 0.7 0.3 
 Future income taxes recovery (14.5) (18.2) 

 (13.8) (17.9) 

Net income for the period   $      24.0  $        19.6 

Net income per Trust Unit – basic    $      0.34   $        0.39 
Net income per Trust Unit – diluted    $      0.34      $        0.39 
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  NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

For the three months ended March 31,2005, (except per Trust unit amounts) all amounts are expressed in millions of Canadian dollars 
unless otherwise indicated. 

1. Significant Accounting Policies 

These interim consolidated financial statements of PrimeWest have been prepared in accordance with Canadian generally accepted 
accounting principles.  The specific accounting principles used are described in the annual consolidated financial statements of the Trust 
appearing on pages 70 through 72 of the Trust’s 2004 annual report and should be read in conjunction with these interim financial 
statements.   

2. Change in Method of Accounting for Unit-Based Compensation 

Beginning January 1, 2005, PrimeWest determined that if a series of assumptions were used, it was possible to use a traditional options 
pricing model to calculate a reasonable estimate of the fair value of PrimeWest’s Unit Appreciation Rights (UARs) granted under its Long 
Term Incentive Plan (LTIP).  Under the fair value method, PrimeWest recognizes compensation expense related to the UARs over the 
vesting period of the UARs granted with the related credit being charged to contributed surplus.  In prior years, PrimeWest had been 
applying the intrinsic method to value its unit-based compensation whereby the value of the UARs was adjusted at the end of each 
accounting period to reflect the impact of the reinvestment of cumulative distributions and the changes in the trading price of the Trust 
Units.  The changes in value of the UAR liability were reflected in non-cash G&A on the income statement.   

PrimeWest has applied the fair value method retroactively to UARs issued on or after January 1, 2002 and prior periods have been restated.  
At January 1, 2005 the change in accounting policy resulted in an increase to the future tax liability of $14.5 million (2004 – $11.2 million), 
a decrease to net capital contributions of $7.9 million (2004 – $5.3 million), a decrease to the LTIP equity of $20.1 million (2004 – $14.6 
million), an increase in contributed surplus of $6.4 million (2004 – $3.6 million) and an increase to accumulated income of $7.1 million 
(2004 – $5.1 million). 

The change in accounting policy resulted in an increase to net income for the three months ended March 31, 2005 of $8.7 million ($13.8 
million net of income tax expense of $5.1 million) and a decrease to net income for the three months ended March 31, 2004 of $0.5 million. 

3. Marketable Securities 

($ millions)    MAR 31, 2005  DEC 31, 2004 
Investment in Viking Trust  
 (formerly Calpine Natural Gas Trust) $     - $     68.6 

PrimeWest sold its 8% interest in the Viking Energy Royalty Trust for net proceeds of $94.5 million.  The investment was accounted for 
using the cost method.  The sale resulted in a gain of $26.9 million. 

4. Asset Retirement Obligations 

Management has estimated the total future asset retirement obligation based on the Trust’s net ownership interest in all wells and facilities.  
This includes all estimated costs to dismantle, remove, reclaim and abandon the wells and facilities and the estimated time period during 
which these costs will be incurred in the future. 

The following table reconciles the asset retirement obligation associated with the retirement of oil and gas properties: 

Asset Retirement Obligation  ($ MILLIONS) 

Asset Retirement Obligation, December 31, 2004 $       40.3 
Change in estimate of liability    (3.6) 
Liabilities settled    (0.9) 
Accretion expense  0.6 
Sale of capital assets    (1.6) 

Asset Retirement Obligation, March 31, 2005 $       34.8 

As at March 31, 2005, the undiscounted amount of estimated cash flows required to settle the obligation is $217.9 million.  The estimated 
cash flow has been discounted using a credit-adjusted risk free rate of 7.0 percent and an inflation rate of 1.5 percent.  Although the 
expected period until settlement ranges from a minimum of 1 year to a maximum of 50 years, the expectation is that costs will be paid over 
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  an average of 34 years.  These future asset retirement costs will be funded from the cash reserved for site restoration and reclamation.  This 
cash reserve is currently funded at $0.50 per BOE from PrimeWest’s operating resources. 

5. Long-Term Debt 

($ millions)  MAR 31, 2005  DEC 31, 2004 

Bank credit facilities $   150.0 $   264.0 
Senior Secured Notes  151.2  150.3 
Convertible Unsecured Subordinated Debentures  203.3  242.0 

 $   504.5 $    656.3 

6. Unitholders’ Equity 

The authorized capital of the Trust consists of an unlimited number of Trust Units. 

Trust Units NUMBER OF UNITS  ($ MILLIONS) 

Balance, December 31, 2004 69,886,111 $ 2,029.8 
Conversion of Convertible Unsecured Subordinated Debentures 1,521,231  40.3 
Issued on exchange of Exchangeable Shares  35,503  0.6 
Issued pursuant to Distribution Reinvestment Plan  65,052  1.8 
Issued pursuant to the Premium Distribution Plan 291,695  7.9 
Issued pursuant to Long-Term Incentive Plan 162,138  0.5 
Issued pursuant to Optional Trust Unit Purchase Plan 276,308  7.6 

Balance, March 31, 2005 72,238,038 $   2,088.5 

 

The weighted average number of Trust Units and Exchangeable Shares outstanding for the three months ended March 31, 2005 was 
71,239,168 (2004 – 50,483,218).  For purposes of calculating diluted net income per Trust Unit for the three months ended March 31, 
2005, 5,432,754 (2004 – 0) and 3,677,367 (2004 – 0) Trust units issuable pursuant to the conversion of the Convertible Unsecured 
Subordinated Debentures Series I and II respectively and 699,737 Trust Units (2004 – 335,341) issuable pursuant to the Long-Term 
Incentive Plan were added to the weighted average number.  

EXCHANGEABLE SHARES 

The Exchangeable Shares are exchangeable into Trust Units at any time up to March 29, 2010 based on an exchange ratio that adjusts each 
time the Trust makes a distribution to its Unitholders. The exchange ratio, which was 1:1 on the date that the Exchangeable Shares were 
first issued, is based on the total monthly distribution, divided by the closing unit price on the distribution payment date.  The exchange 
ratio effective March 15, 2005 was 0.51956:1. 

 

Exchangeable Shares  NUMBER OF SHARES  ($ MILLIONS) 

Balance, December 31, 2004 1,294,391 $   12.2 
Exchanged for Trust Units  (68,342)  (0.6) 

Balance, March 31, 2005 1,226,049 $   11.6 
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7. Contributed Surplus 

Contributed surplus includes the accumulated unit-based compensation charge in respect of PrimeWest’s unexercised Unit Appreciation 
Rights granted under the Long-Term Incentive Plan on or after January 1, 2002.  Upon exercise of the UARs and delivery of the Trust 
Units, the contributed surplus account is reduced and the amount is transferred to net capital contributions.  

  ($ MILLIONS) 

Balance, December 31, 2004 $  6.4 
Non-cash general and administrative expense   0.9 
Unit Appreciation Rights exercised   (0.5) 

Balance, March 31, 2005 $   6.8 

8. Long-Term Incentive Plan 

Under the terms of the Long-Term Incentive Plan, a maximum of 1,800,000 Trust Units are reserved for issuance pursuant to the exercise 
of Unit Appreciation Rights (UARs) granted to Directors and employees of PrimeWest.  Payouts under the plan are based on total 
unitholder return, calculated using both the change in the Trust Unit price as well as cumulative distributions paid.  The plan requires that a 
hurdle return of 5% per annum be achieved before payouts accrue.  UARs have a term of up to six years and vest equally over a three-year 
period, except for those issued to the members of the Board, which vest immediately.  The Board of Directors has the option of settling 
payouts under the plan in PrimeWest Trust Units or in cash. To date, all payouts under the plan have been in the form of Trust Units. 

Effective January 1, 2005, PrimeWest adopted the fair value method of accounting for its Long-Term Incentive Plan with respect to UARs 
granted on or after January 1, 2002.  Under this method of accounting, the fair value of the UARs is estimated using a recognized options 
pricing model on the grant date and is amortized over the vesting period with the amortized amount recorded in non-cash general and 
administrative expenses offset by an increase to contributed surplus.  When the UARs are exercised, contributed surplus is decreased and 
net capital contributions are increased. 

PrimeWest recorded $0.9 million in non-cash general and administrative expense related to the Long-Term Incentive Plan for the three 
months ended March 31, 2005 using the fair value method of accounting. 

PrimeWest used the Black-Scholes Option/Pricing Model to calculate the estimated fair value of outstanding UARs issued on or after 
January 1,2002.  The following assumptions were used to arrive at the estimated fair value: 

Weighted Average Assumptions: MAR 31, 2005 MAR 31, 2004 

Risk-free interest rate 3.25% 3.49% 
Expected volatility in Trust Unit price 19.8% 22.0% 
Expected time until exercise 3 years 3 years 
Expected forfeiture rate 13% 13% 
Expected annual dividend yield zero zero 

 

Summary of Changes in Unit Appreciation Rights NUMBER OF UARS 

 WEIGHTED 
AVERAGE 

EXERCISE PRICE 

Balance outstanding at December 31, 2004 3,233,492 $ 28.77 
Granted 797,460  30.40 
Forfeited/expired (7,755)  (28.44) 
Exercised (176,437)  (28.42) 

Balance outstanding at March 31, 2005  3,846,760 $ 29.09 
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  SUMMARY OF UARS OUTSTANDING AT MARCH 31, 2005 

 
YEAR OF GRANT 

UARS ISSUED & 
OUTSTANDING UARS VESTED 

RANGE OF EXERCISE 
PRICES  EXPIRY DATE 

2002 grants 733,737 515,011 $25.90 - $34.03 2008 
2003 grants 899,933 459,533 $24.94 - $32.24 2009 
2004 grants 1,415,630 309,953 $24.24 - $32.49 2010 
2005 grants 797,460 74,536 $28.90 – $36.63 2011 

Total grants 3,846,760 1,359,033  $24.24 - $36.63  

9. Cash Distributions 

($ millions, except per Trust Unit amounts) MAR 31, 2005 MAR 31, 2004 

     
Cash flow from operations $     79.7 $    58.5 
Deduct amounts to reconcile to distribution:   
 Cash retained from cash available for distribution (1) (13.9) (15.9) 
 Contribution to reclamation fund (2.0) (1.5) 
 $     63.8 $    41.1 
Cash Distributions to Unitholders  $     63.8 $    41.1 
Cash Distributions per Trust Unit $     0.90 $    0.82 

(1)  The Board of Directors determines the cash distribution level which results in a discretionary amount of cash being retained. 
 

 
For Investor Relations inquiries, please contact: 

Diane Zuber 

Investor Relations Advisor 

(403) 699-7356 

Toll-Free:  1-877-968-7878 

Email:  investor@primewestenergy.com 

Website:  www.primewestenergy.com 
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