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CURLEW LAKE RESOURCES INC.
FORM 51-901F — QUARTERLY REPORT
FOR THE PERICOD ENDED JULY 31, 2003

SCHEDULE A: FINANCIAL INFORMATION R A

See attached unaudited consolidated financial statements for the penod ended J:lly 31, 2003
SCHEDULE B: SUPPLEMENTARY INFORMATION
1. See attached unaudited consolidated,ﬁnancial statements for the period ended July 31, 2003.

2. See Note 8 to the attached unaudited consolidated financial statements for the period ended July 31,
2003, -

3. a) See Note 8 to the attached unaudited consolidated financial statements for the pericd ended July
31, 2003

Type of Type of - ' Total
Date Security Issue Number _ Price Proceeds Consideration

July 11, 2003 Common Shares  Warrants 500,000 $0.10  $50,000 Cash

b) Summary of options granted during the period ended July 31, 2003

Number of Exercise
Shares Price Exniw Date
1,600,000 $0.10 Februarv 3, 2008

4. a) See Note 8 to the attached unaudited consolidated financial statements for the period ended July
31, 2003. :

b) See Note 8 to the attached unaudited consolidated financial statements for the period ended July
31, 2003

c) See Note 8 to the attached unaudited consolidated financial statements for the period ended July
31, 2003. : o

d) See Note 8 to the attached unaudited consolidated financial statements for the period ended July
31, 2003 ’

5. List of directors and officers:

R B. Pincombe, Director and President

Michael G. Walker, Director

Cameron G. Troyer, Director

Eric N. Ascroft, Director and Vice President/Finance
Shirley Dyer, Secretary



CURLEW LAKE RESOURCES INC.

CONSOLIDATED BALANCE SHEETS
July 31 R

(Prepared by Management)
Cash 31,356 o 39,224
Receivable 1,534 930
32,890 40,154
Long-term investment (Note 3). - 23,625 1
Capital assets (Note 4) 12,991 13,593
Resource properties and equipment (Note 5) 1,807,532 - 2.692.161
1,877,038 2,745,909
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current
Accounts payable and accrued liabilities 35,200 195,185
Drilling advance (Note 6) 166.071 117,933
201,271 313,118
Due to a related party (Note 7) 214.625 220,956
415896 534074
Sharcholders’ equity |
Capital stock (Note 8) 11,277,753 11,072,753
Deficit (9.816.611) (8.860,918)
- 1411142 2.21]1.835
1,877,038 2,745,909
Nature and continuance of operations (Note 1)
On behalf of the Board:
“ROBERT B. PINCOMBE” Director “ERIC N. ASCROFT™ Director

The accompanying notes are an integral part of these consolidated financial statements.



CURLEW LAKE RESOURCES INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT

{(Prepared by Management)
" 3Months 3 Months 6 Months 6 Months
Ended Ended Ended Ended
July 31,2003 July 31,2002 July 31,2003 July 31, 2002 .

INCOME ‘ ‘ B
Petroleum énd natural gas ;

sales, net 4244 1,495 6.109 2,430
EXPENSES
Abandonment . - 207 -
Bank and interest charges 4,308 2,229 7,968 5,171
Management fees 15,000 15,000 30,000 30,000
Office and miscellaneous - 4,019 3,258 6,967 5,623
Foreign exchange 39 - 39 -
Professional fees 175 538 1,435 8,030
Regulatory and transfer fees 6,731 " 3,263 11,261 7,384
Rent 3,418 3,410 7,023 6,880
Telephone 1,759 2,070 3,478 3,887
Travel and promotion- 1,302 2,202 1,834 2,772
Wages — Secretarial 6.000 6.600 12,000 12,000

42,751 37.970 82,212 81.747

Loss for the period (38,507) (36,475) (76,103) (79,267)
Deficit, begmnlng of penod (9.778.104) (8.824.443) (9.740.508) (8.781.651)
Deficit, end of period 9.816,61 8,860,918 9816611 8,860,918

The aooompénying notes are an integral part of these consolidated financial statements.



CURLEW LAKE RESOURCES INC. :
CONSOLIDATED STATEMENTS OF CASH FLOWS . -

(Prepared by Management) . e e RS oA
U B PP T B RO EWR IS TRl 4
3 Mounths 3 Months 6 Months "6 Months
Ended Ended Ended Ended
July 31, 2003 July 31, 2002 July 31, 2003 July 31,2002
CASH FLOWS FROM OPERATING ACTIVITIES ' SRL T
Loss for the period (38,507) (36,475) (76,103) (79,267)
Changes in non-cash working capital items: ) ‘ - R
Decrease in receivables ' 70 C 509 o 123 1,559
Increase in long-term investments 4,375
Increase in prepaid expenses - 1,774 - -
Increase (decrease) in accounts payable and accrued R
liabilities . . 10,225 : 53,580 - (128,152) (61,20(})" e
Increase (decrease) in due to related party 1,693 , 2,306 1,693 ' (14,120)
Increase (decrease) in loan payable - (15,000) ' - (15,000) -
Increase (decrease) in drilling obligation (19.059) (27.063) 120,457 - 61,932 -
' (41203) _ _ (20369) (81.982) (106.096)
CASH FLOWS FROM FINANCING ACTIVITIES
Capital stock issued 50,000 - 50,000 131,500
Net cash provided by financing activities 50,000 - 50,000 131,500
CASH FLOWS FROM INVESTING ACTIVITIES
Increase (decrease) in capital assets - (2.312) - (2.312)
Net cash provided by investing activities - (2.312) - (2,312)
8,797 (22,681) (31,982) 23,902
Change in cash position during period
Cash position, beginning of period 22,559 61,905 63.338 16,132
Cash position, end of period 31,356 39,224 31,356 39,224
" Cash paid during the period for:
Interest expense 4,191 5972 71,637 8,487

Supplemental disclosure for non-cash operating, financing and iavesting activities — Nil

The aéoompanying notes are an integral part of these consolidated financial statements.



URLEW LAKE RESOURCES INC.
JTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ILY 31, 2003

1. NATURE AND CONTINUANCE OF OPERATIONS

The Company is incorporated under the Company Act of British Columbia and its operations include the
acquisition, exploration and development of and the production from oil and gas properties in Alberta,
Canada and the United States. The Company is considered to be in the development stage.

These ﬁnancxal statements have becn nrepared in acoordance with generally aocepted accounting pnncnples
with the assumption that the Cempany will be able to realize its assets and discharge its liabilities in the
normal ‘course of business rather than through a process of forced hqmdauon As the Company has a
serious workmg capltal deficiency, its ability to continuc as a going concern is dependent on obtaining
continued financial support, completing public eqmty financing or generating profitable production in the

2003 2002
Deficit ' $ (9,816,611) $ (8,860,918)
Workm§ capital| (deﬁc:ency) (168,381) (272,964)

2. SIGNIFICANT ACCOUNTING POLICIES

Basis of consolidzjttion

These. consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiaries Greypower Resources Ltd. ("Greypower”), a compamny incorporated in the province of Alberta,
and Curlew Resource Corporation, a Nevada corporation. All significant inter-company balances and
transactions have been eliminated.

Use of estimate

The preparation of financial statements in conformity with Canadian generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amount of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amount of revenues and expenses during the year. Actual results could differ from these

Capitzil assets and amortization

Capital assets are recorded at cost and amortized over their estimated useful life using the declining balance
method at rates of 20% and 30% per annum.
CURLEW LAKE RESOURCES INC.



CURLEW LAKE RESOURCES INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS .
JULY 31, 2003 L) e

2. SIGNIFICANT ACCOUNTING POLICIES (cont’d...)
Resource properties and equipment

Mineral properties

The Company records its interests in mineral properties and areas of geologlcal interest at cost. All dnrect and
indirect costs relating to the acquisition of these interests are capitalized on the basis of specific claiin dlocks or
areas of geological interest until the properues to which they relate are placed into pmduouon, sold or management
has determined there to be an impairment. These costs will be amortized on the basis of units produwd in relation
to the proven reserves available on the related property following commencement of producuon Mineral
properties which are sold before that property reaches the production stage will have all revenues from the sale of
the property credited against the cost of the property. Properties which have reached the producuon stage will have
a gain or loss calculated based on the portion of that property sold.

The recorded cost of mineral exploration interests is based on cash paid, the assigned value of share considerations
and exploration and development costs incurred. The recorded amount may not reflect recoverable value as this
will be dependant on the development program, the nature of the mineral deposit, commodity prices, adequate
funding and the ability of the Company to bring its projects into production.

Petroleum and natural gas properties and equipment

The Company follows the full cost method of accounting for petroleum and natural gas properties whereby all costs
relating to the exploration for and development of petroleum and natural gas reserves are capitalized in cost centres
on a country-by-country basis. Costs capitalized include land acquisition costs, geological and geophysical
expenditures, lease rentals on undeveloped properties and costs of drilling both productive and non-productive
wells. Proceeds from the disposal of petroleum and natural gas properties are applied against capitalized costs,
unless such a disposal would alter the rate of depletion by 20% or more, in which case a gain or loss is recognized
in income.

Depletion and amortization

Total capitalized costs plus a provision for future development costs, are depleted and amortized, on a country-by-
country cost centre basis, using the unit-of-production method based upon estimated gross proved reserves as
determined by independent and Company engineers with gas (oil) converted to oil (gas) on a relative energy
equivalent basis. Costs of unproved properties excluded from the depletion calculation are evaluated periodically
for impairment.

Ceiling test

In applying the full cost method, the Company will perform a ceiling test in the future which restricts the
capitalized costs including a provision for future development costs less accumulated depletion and amortization,
deferred future income taxes and accumulated provision for future removal and site restoration costs from
exceeding an amount equal to the estimated undiscounted future net revenues from proved reserves based on year
end prices and costs, and after deducting estimated future removal and site restoration costs, general and
administrative expenses, financing costs and income taxes, plus the lower of cost or fair market value of unproved

properties.



CURLEW LAKE RESOURCES INC,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

JULY 31, 2003

2. SIGNIFICANT ACCOUNTING POLICIES (cont'd...)

: Rmurce pmpemes and eqmpment (cont'd...)

‘ Cetlmg test (oont'd )

Capltahzed costs 1o acquire significant proved reserves are excluded from the oellmg testfora penod of 24 months
fellowing acquisition, provided any excess of costs over future net revenues is not cousxdered to represent a
permanent impairment of the ultimate recoverable amount.

Future removal and site restoration

Estimated future removal and site restoration costs are provided for on the unit-of-production method. These costs
are based on year end engineering estimates of the anticipated costs of site restoration in accordance with current
legislationr: and industry practices. The annual charge is moorded as additional depletion and amortization.

Joint venture 'accounting

Substantially iall of the Company's exploration and production activities are conducted jointly with others, and
accordingly these accounts reflect only the Company's proportionate interest in these activities.

Long-term investments

The Company records investments in which it does not have significant influence at cost and are adjusted to net
realizable value if there is a decline in value that is other than temporary.

Fdreign exch?nge

Transaction amounts denominated in foreign currencies are translated into their Canadian doilar equivalents at
exchange rates prevailing at the transaction date. Carrying values of monetary assets and liabilities are adjusted at
each balance sheet date to reflect exchange rates prevailing at that date. Gains and losses arising from restatement
of foreign currency monetary assets and liabilities at each year end are included in earnings.

Stock-based compensation

The Company grants options in accordance with the policies of the TSX Venture Exchange (“TSX-V”) (Note 8).
Effective February 1, 2002, the Company adopted the nmew CICA Handbook Section 3870 “Stock-Based
Compensation and Other Stock-Based Payments”, which recommends that fair value-based methodology for
measuring compensation costs. The new section also permits, and the Company has adopted, the use of the
intrinsic value-based method, which recognizes compensation cost for awards to employees only when the market
price exceeds ithe exercise price at date of grant, but requires pro-forma disclosure of earnings and earnings per
share as if the fair value method had been adopted.
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CURLEW LAKE RESOURCES INC. Lo e
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -~/ %7 70 it e

JULY 31, 2003
2. SIGNIFICANT ACCOUNTING POLICIES (cont;d...) R
Future income taxes

Future income taxes are recorded using the asset and liability'method. ‘Under the assét and liability mettiod, future
tax assets and liabilities are recognized for the future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax bases. Future tax
assets and liabilities are measured using the enacted or substantively enacted tax rates expected to apply when the
assetlsrmhzedorthehablhty settled ’I‘heeﬁ’ectonfuturetaxasselsandhabﬂmwofachdngemtaxrates1$
recognized in income in the penod that substantive enactment or enactment occurs. To the extent that the
Company does not consider it more likely than not that a future tax asset will be recovered, it provides a valuation
allowance against the excess.

Loss per share
The Company uses the treasury stock method to oompute the dilutive efféct of options, warrants and similar
instruments. Under this method the dilutive effect on earnings (loss) per share is recogmized on thie use of the
proceeds that could be obtained upon exercise of options, warrants and similar instruments. It assumes that the
proceeds would be used to purchase common shares at the average market price during the period. For the years
presented diluted loss per share has not been computed as it proved to be anti-dilutive.
Loss per share is calculated using the weighted-average number of common shares outstanding during the year.
Comparative figures
Certain comparative figures have been reclassified to conform with the current year's presentation,

3.  LONG-TERM INVESTMENT

The Company holds 17,500 common shares of Impact Energy Inc. (“Impact™), a public company listed on the
Toronto Stock Exchange, received as part of an agreement to sell and farmout a portion of its interest in the Turner

Valley Oil Project.
4. CAPITAL ASSETS
2003 2002
Accumulated Net Accumulated Net
Cost  Amortization Book Value Cost  Amortization Book Value

Computer equipment  $ 41,983 § 35435 § 6,548 3 37478 3§ 33,710 § 5,540
Office equipment 50,197 . 43734 6,443 50,197 42,144 8,053

$ 92,180 § 79,189 § 12,991 b 87,675 § 75,854 § 13,593




CURLEW LAKE RESOURCES INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

JULY 31, 2003
5. RESGURCE PROPERTIES AND EQUIPMENT
2003 - 2002
Forum PI‘OSPOCt o - R - oo '$ - 1 8- 1
Turner Valiey Oil Project 3,189,085 3,295,977
EKHO Project 1 771,738
B ‘ 3,189,087 4,075,716
Less: accumulated depletion and amortization (1.381.555) _ (1,381.555)

$ 1807532 $ 2692161

Forum Prospect - Los Angeles County, California

The Company currently holds a 5.5% interest in certain petroleum and natural gas rights.

Turner Valley Oi Project - Calgary, Alberta

The Company holds various interests in certain petroleum and natural gas leases. During the fiscal year ended
2002, the Company signed farm out agreements on portions of the leases with three separate parties whereby the
Company has retained royalty and/or working interest. In accordance with one of the farmout agreements, the
Company received 17,500 common shares of Impact with a value of $23,625. This amount has been applied
against the capitalized costs of project. The Company is in 2 non-operator position on all leases in this area.

EKHO Project, California, USA

In 1999, the Company entered into a Participation Agrecment and a Joint Operating Agrecment with Tri-Valley
Oil and Gas ("TVOG") concerning TVOG's EKHO Project located in the San Joaquin Valley, Kern County,
California, USA. Pursuant to the Participation Agreement, TVOG has a 12.5% carried interest to pay-out which
then converts to a 25% working interest. The Company holds a 4.38% working interest in the project. The
Company must participate in the first three wells in order to earn the ongoing right to participate on a heads up
basis in other wells drilled within the property. TVOG will be the operator and will conduct all drilling and
production operations on the EKHO Project leases held by TVOG. The operator has had difficulty in funding the
project and management decided to write-down its investment to 2 nominal value.

Camp Colorado Prospect, Coleman County, Texas

The Company holds a 5% working interest in the exploration and development of certain oil and gas leases and
including two producing gas wells. In fiscal 2002, as production diminished, management decided to write-down
its investment to a2 nominal value.



CURLEW LAKE RESOURCES INC. S
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS ¢ - °
JULY 31, 2003

6. DUE TO RELATED PARTY

. Amounts advanced by an investor to cover 1.575% of the cost of drilling and completing the Impact et al Whiskey
Creek 3-8-22-3 W5SM well. The well is now on production. Net revenue will be shared 85% to the investor and
15% to the Company before payout and 50% to each party after payout. ‘ ,

7. CAPITAL STOCK

Numf)er

of Shares _ Amount
Authorized
1,000,006,000 comumon shares without par value
Issued
As at April 30, 2003 36,529,526 $ 11,227,753
Exercise of warrants 500,000 50,000
As at July 31, 2003 37,129,526 $ 11,277,753
Stock options

The Company follows the policies of the TSX-V under which it is authorized to grant options to executive officers
and directors, employees and consultants, enabling them to acquire up to 10% of the issued and outstanding
common stock of the Company. The exercise price of each option equals the market price of the Company's stock
as calculated on the date of grant. The options can be granted for a maximum term of 5 years.

Number of Exercise
Shares Price Expiry Date

1,600,000 $0.10 February 3, 2008




CURLEW LAKE RESOURCES INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JULY 31, 2003 S

3. CAPITAL STOCK (cont’d...)

Stock options (cont’d...)

[

Stock option hansactionsfor‘me respective years and the number of share options outstanding are summarized as

follows:
Weighted
o _ Average
Number Exercise
of Shares Price
Balance, Jamiary 31, 2003 - $ -
" Options granted | 1,600,000 | 0.10
Balance, April 30, 2003 1,600,000 $_ 010
Number of options carrently exercisable : 1,600,000 _$ 010
Warrants |
The following warrants to acquire common shares were outstanding at April 30, 2003:
- Number Exercise
of Shares Price Expiry Date
500,000 $ 010 June 8, 2003 — expired
500,000 0.10 September 30, 2003 - exercised
500,000 0.10 September 30, 2003
315,000 0.10 April 17, 2004
1,000,000 0.10 April 25, 2004

9. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS
Signiﬁmnt noh-msh transactions for the period ended July 31, 2003 included:

a) The Company had a reduction of accounts payable in the amount of $111,847 which has been applied against
-+ the capitalized cost of the Turner Valley Qil Project.



CURLEW LAKE RESOURCES INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS ~ = " °
JULY 31,2003

10.

INCOME TAXES e

ey KT vy
UFE L .A-‘x} b i

The potential income tax benefit of these losses and tax pool balances has been offset b.'y; valuation-allowarice.

A reconciliation of current income taxes at statutory rates with the reportad {axes are as follows:" - f "‘j Mg

2003 2002
Loss before taxes $ (958857) $ (241543)
Income taxes at statutory rates $ (379,707) § (95,651)
Non deductible expenses and adjustment for income tax - 1321 . 1,345
Write-down of resource properties and equipment 307,984 12,179
Unrecognized benefits of non-capital losses -_70,402 82,127

3 - 8 -

Total current taxes

The tax effects of temporary differences that give rise to significant components
are as follows:

of future tax assets and liabilities

2003 2002

Future income tax assets:
Non-capital loss carryforwards
Resource properties
Capital assets
Investments

Less: Valuation allowance

$ 520049 $§ 585,079

527,301 454,127
28,429 28,926
- 47.000

1,075,779 1,115,132
(1.075.779) _ (1.115.132)

$ - 8 -

The Company has available for deduction® against future taxable income non-capital losses of approximately
$1,384,000. These losses, if not utilized, will expire commencing in 2004, JSubject to certain restrictions, the
Company also has resource expenditures available to reduce taxable income in future years. Future tax benefits
which may arise as a result of these non-capital losses and resource deductions have not been recognized in these

financial statements and have been offset by a valuation allowance.




CURLEW LAKE RESOURCES INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

July 31, 2003

1L

12.

_RELATED PARTY TRANSACTIONS .

The Company entered mto the followmg transactions thh related partics:

a)’ Pard or aocrued management fees of $30,000 (2002 $30 000) toa oompany oontmlled by a drreetor " _

b) Pard or aocrued wages of $12,000 (2002 $12 000) to the secretary of the Company

c) Paid or accrued interest expense of $7,637 (2002 - $8 A8 toa comparty controlled bya drrector for loans

the Company ;
¥
These transactions were in the normal course of operations and were measured at the exchange value which
represented the amount of consideration established and agreed to by the related parties. |

\
l
The Company's financial insttuments consist of cash, receivables, accounts payabie and accrued ltabrhtles and
amounts due to related party. It is management's opinion that the Company is not expesed to mgnﬁumt interest,
currency or credit risks arising from these financial instruments. The fair value of these financial instruments
approximates their carrying values, unless otherwise noted. The fair value of the amounts due tor related partrec is

not determmable as they have no repayment terms. k

FINANCIAL INSTRUMENTS




CURLEW LAKE RESOURCES INC
July 31, 2003
Form 51-901.F — Schedule “C”
Management Discussion

1. Description of Business
Curlew Lake Resources Inc. is an independent oil and natural’ gas e;cploratxon, develophient and -
production company with operations in the western sedimentary basins of Canada and the United States.
Management has undertaken to maximize shareholder value through a combmanon of participation in
low-risk development and acquisiticn of oil and gas properties; as well as participation in high-risk, high
potential exploration pro;ects The common shares of the Company trade on the TSX Venture Exchange

under the symbol CWQ.

2. Discussion of Operatlons and Financial Condition o
Please read the following in conjunction with the financial statements of the Company and notes thereto
(Schedule A). -

Turner Valley Oil and Gas Project, Alberta ' S S
The Turner Valley Project is located just south of - Calgary, Alberta, The current geological
interpretation indicates a long (37km/23 mile) deep anticlinal structure, with associated thrust faults, that
generally underlies and is adjacent to the current/historical Turner Valley field and associated overthrust
fault blocks. The Company has interests in four successful oil and/or §u wells in this area to date.
Three of these wells are currently in productlon and one awaits pipeline cormectlon Another well, in
which the Company has a small interest, is on line undergoing clean up testmg, however the well has not

demonstrated commercial productivity to date.

The first successful well drilled by our group in the southern portion of our Turner Valley land holdings
discovered a deep Devonian gas reservoir. A report dated July 12, \1999 received from Farries
Engineering (1997) Ltd. of Calgary, Alberta, provided a Reserve and Econormc Evaluation of the
Hartell Wabamum Crossfield D-1 Pool, which includes the discovery well at 4-13-19-2 W5M and the
proposed deepening or replacement of the 11-12-19-2 W5M well. Total Proven and Probable Reserves
net to Curlew Lake’s interest are reported as 4,536.5 million Cubic Feet (MMCF) of raw gas; 2,948.7
MMCEF sales gas; 65.3 thousand Barrels (MBLLS) of condensate; and 40.8 thousand long tons (MLT) of
sulphur. This pool is in the southern portion of our Turner Valley land holdings. On March 31, 2001
the Company and its partners in this pool entered into an agreement with \Fortune Energy Inc. whereby
Fortune will deepen or redrill the Stampede et al HZ Hartell 11-12-19-2 W5M well, and tie in both wells
for production, at its sole cost. Prior to the earn-in by Fortune, Curlew Lake and partners will recoup
approximately $3.8 million (Curlew Lake share is 10%) related to the original drilling and completion of
the well. Fortune will earn 50% of Curlew Lake’s interest in the two wells and associated lands, and
become the operator of the Turner Valley South gas pool lands. Pipeline }licensing issues have delayed
production on this project, however the operator expects to achieve produc;tion later this year
|

On lands farmed out to Imperial Oil in the north central portion of the Tumer Valley lands, two
successful wells, the 2-21-21-3 WSM and the 10-16-21-3 W5M, have been drilled and placed on
production. Both wells connect to a new 23 km pipeline buiit by Impact Energy Inc., which delivers the
gas and associated liquids (oil) to the Quirk Creek gas plant owned by Imperial Oil. The Company
holds a royalty interest until payout and then a 1.312% to 2.188% after payout working interest.

f



On:June 27, 2001 the Company concluded a sale and farm out agreement of its mterestlm 259 hectares
(640 acres) of P&NG.rights in the northern portlon of its Turner Valley land holdings. \The agreement,
with Impact Energy:Inc.,, covers land 1mmed1ately adjacent to their producing Whlskey ‘Creek gas
discovery well. Under the terms of the agreement, Curlew Lake sold a working interest of 1.09375% for
$56,000.00 plus 17,500 common voting shares of Impact. Impact has also farmed in to an additional
49.8% working interest in this lease,; of which Curlew Lake’s pre farmout interest was 3.2813%. After
cost recovery by Impact of the cost of drilling and completmg a well on the lease, 853 1% of the farmed
outinterest will revert to Curlew Lake, Curlew Lake also retamed a 1.575% direct workmg interest in
the lease.. The Company completed an agreement dated Novémber 1, 2001, whereby Curlew Lake was
carried for 100% of its 1.575% share of the costs of drilling and completmg the well, and wrll receive

15% before payout and 50% after payout on the interest. Curlew Lake will hold a royalty and carried
interest of 15% of its original interest before payout and a working interest of about 1 4% aftef payout.
This well, the Impact et al Calgary 6-8-22-3 W5M, a gas well with significant liquids, began production
- on July 4, 2003. The operator reports the well has demonstrated a production capablllty in excess of 7
mmcf/day raw gas, against pipeline pressure (1,150 psi), however gas plant capacrty issues have
restricted production to 2.3 mmcf/d during the first 5 weeks of production. It is expected that plant
optimization and declining ‘productlon from other wells in the area will alleviate the problem ’

I

Negotlatnons are ongoing by the Company and its partners to sell and/or farm out leases in the Turner
Vallev. This will speed up development work in the area and reduce funding reqmrements until the
Company has sufficient cash flow to fund development mternally The Company holds 1nterests ranging
from 1.25% to 10%, with an average of about 5%, in approximately 10,000 hectares (25, 000 acres) in

the Turner Valley 'area ‘

Ekho Oul Pro;ect, San Joaquin Valley, California |
The Company signed a Letter of Intent with Tri-Valley Oil and Gas (“TVOG”) in July 1999 followed
by a formal participation Agreement and Joint Operatmg Agreement on August 24, 1999. The
agreement provided for Curlew Lake’s participation in the Ekho Project by fundmg 5% of the
estimated $9,500,000 U.S cost of reimbursing TVOG for land and data costs and the drilling of a test
well to 19,000 feet in the center of the south San Joaquin Valley near Bakersfield, California. The
Company must participate in three wells to earn its interest in the project. TVOG retams a 12.5%
carried interest to payout, which converts to a 25% working interest after payout on the first three
wells. The Company’s share of costs will be 5% before payout and 3.75% after payout,l and its share
of working interest revenue will be 4.375% before payout and 3.75% after payout. The Vancouver
Stock Exchange accepted for filing the Letter of Intent agreement on this prOJect by letter of July 30,

1999. _ ‘

Located 40 miles northwest of Bakersfield, California, the Ekho No. 1 was the first ‘of three wells
scheduled to test a large structurally controlled stratigraphic trap identified geologically and confirmed
by seismic data. The target formation is the Temblor sandstones, a thick package of M1ddle and Lower
Mlocene horizons in which previous drilling identified hydrocarbon prone sections.

Drilling of the Ekho No. 1 well began on February 7, 2000, and on May 7, 2000 the well had reached
total depth of 19,085 feet, under budget and ahead of schedule. The drilling indicated that the primary
target, the Vedder Sand, has a gross sand thickness of 440 feet. As projected, other, horizons with
indications of hydrocarbons include the Phacoides, Olcese and Antelope/MacDonald | mtervals Log
interpretation indicated a potential for commercial hydrocarbons in all the sands. Casmg‘ was run to the
top of the Vedder Sands at 18,015 feet. Open hole flow testing, completed by June 27, 2000 produced
high quality oil with an API of 48.7 degrees, and associated natural gas with a net BTU content of 1,460
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l
with no water HZS CO2 or mtrogen Subsequent flow’ testmg indicated msuﬁ'icrent flow rates. ' The
partners then decided to proceed with a three-stage hydraune h’actunng ‘program. A data frac completed

by September 23 did not indicate ‘clear cut ﬁ'actuhng “The" operator- 1eported that U S $2‘ 8, 2’75 was
still on band, to be held pendmg possrble future abandonment COSIS e [ SR L

i

.r PR PP
The operator aﬁer eonsultmg wrth experts in reservorr stunulatlon teehmques concluded that a ‘state of

the art’ hydraulic fracturing program would have a ‘good prubamhty of- sueeess The well is presently
shut in with a wellhead pressure ‘of appfoxrmately 10, OOO psi.” "The Company will -have to raise
additiona! funds to maintain its 5% interest in’ the project.” Due' to thei ‘delays ‘ih commencemerit:of
further productron testmg the Company has written the investment iii the project down to a nominal

value. However, it is the opinion 6f management ‘that this well and the overali project, with a potemal
for 40 additional wells, ‘has except:onal risk/reward aspects The Company plans to pamc1pate in any
future explorat1on programs in this area, ﬁnances perrmttmg o R - o
Other Progects A LSRR »
The Company retains a 5.5% workmg interést 1n the Forum Prospect‘ in the Crty of" Inglewood,
California. The operator has advised that théy will re-activate the project fol owirig the estabiishinent of
sufficient corporate cash flow. [

L e

Management of the Company is exammmg other natural resource opportumties w1th a view to

expanding corporate activities as finances permrt . ‘ e ' >

3. Material Expenditures

During the quarter ended July 31, 2003 the Company recorded a loss of $38,507, compared to a loss of
$36,475 at July 31, 2002, mamly due to an increase in regulatory and transfer fees. The reduction in
accounts payable of $111,847 is due to the write down of payables related to the 2-34 well in the Turner
Valley, which may result in a reduced interest in the well. The drilling advance of $166,071 relates to
funds received under an agreement with an investor to cover drilling and completion costs of our
1.575% working interest in the 6-8 well, This advance is repayable only from 85% of net production
revenue. Revenue from sales of petroleum products increased due to royalty income from the 8-21 well
operated by Impenal Oil. ;
A (‘ompany controlled bv the Presrdent recerves or accrues $5,000 per month for services, including
performance of corporate business, arranging financing for company acttvrtres and investor relations.
Loans to the Company from this Company totaled $214,625 at the end of the period.

I
4. Investor Relations Activities ' f
Investor relations and shareholder information continues to be provided by management of the

Company, as noted above.

|
|
S. Subsequent Events (
There have been no subsequent events. J
|

6. Financings, Principle Purposes & Milestones
During the pericd 500,000 warrants were exercised at a price of $0.10 per share to net the Company
$50,000.

|
|



7. Liquidity and Solvency ‘
The Company has limited-revenue at this time. In the past corporate capital requtrements have been
provided mainly- from equxt) subscrlptlons and/or exercise of options or warrants. Although revenue
from production v will i increase, .during 2003, additional funds may be required for property acquisitions
and/or exploratxon programs. The Company proposes to meet any additional financing reguirements
through the exercise of outstariding stock -options--and warrants or equity financing. . In light of
continually changing financial markets, there is no assurance that funding will be possible at the times
required or desired by the Company. :




