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On April 4, 2005, Vermilion Energy Trust filed the Annual report. The filing is
attached hereto as Exhibit A.
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Dear Unitholders,

As the only Canadian-based energy trust with assets outside
North America, Vermilion is truly unique.

While high commodity prices have benefited the oil and gas
sector, they have made it far more difficult and expensive to find
attractive acquisitions in North America. Strategically, Vermilion
began adding value-based international production and reserves
more than eight years ago—giving us the distinct advantage of
having assets, knowledge and experience about international
operations. While one of our goals was to maintain a balance
between international and Canadian assets, given the current market
conditions for acquisitions in Canada, we believe there’s better value
internationally. Accordingly, we will use our competitive advantage
to capture opportunities that offer significant value and attractive

growth in 2005.

In fact, we've already begun. Early in 2005, we added a third core
region by acquiring the oil production offshore Western Australia.
In 2004, we acquired properties in the Netherlands, further
strengthening our presence in Western Europe. Vermilion is now
well positioned to expand our operations in three core regions:
Canada, Western Europe and Australia. These areas should enable
us to grow using modest development capital and accretive acqui-
sition programs. Each area has stable political and economic
climates, well-established oil and gas markets and growth opportu-
nities ideally suited to sustain the trust model.

Economically attractive acquisitions aren’t the only way
Vermilion is creating value. We are optimizing the value of our exist-
ing assets through traditional and unconventional means. During
2004, we participated in creating two new equity partnerships to

@

fully exploit the value of selected assets. Verenex Energy Inc.
(Verenex) was launched to capitalize on higher-risk properties
previously held within the Trust and to enable Vermilion to partici-
pate in an exciting international junior exploration and production
company. Verenex has also taken great early strides beyond France—
the company was one of 12 (and the only Canadian firm) to be
awarded an exploration license in Libya’s recent bid round. Verenex is
rapidly gaining recognition as a respected participant in the world of
high-stakes exploration. Vermilion owns 53.7% of Verenex, which
trades on the TSX Venture Exchange under the symbol VNX.

Vermilion entered a joint-venture partnership with Glacier
Energy Limited (Glacier) in June 2004, contributing one-half of our
interest in 40,000 net acres of land in Central Albertain return for
a38% equity position in Glacier. We’re delighted to be working with
one of Canada’s foremost specialists in developing shallow gas and
coalbed methane gas. The Trust will benefit in two ways: through
the joint-venture growth opportunities from these previously
under-exploited properties, and from our equity exposure in Glacier.
We are very pleased with the results of this joint venture partner-
ship to date and are excited about the future potential drilling.

We divested our interest in Aventura Energy Inc. in May 2004,
generating net proceeds of $165 million to Vermilion. The goal of
our equity ventures is to accelerate value creation from the Trust’s
assets and improve sustainability of the trust model by reducing the
amount of ‘issued equity’ capital required to replace production and
reserves over the long term.

In 2004, we spent most of our development capital in Canadaand
France, allocating only a modest amount to the Netherlands. Our
capital program 1s aimed at mitigating the natural declines from




our reservoirs, but is generally insufficient to replace all of our
production. Last year we focused our efforts on low-cost workovers
and recompletions. In France, Vermilion completed the La Torche
2 wellin the Paris Basin, yielding good oil production and expand-
ingour drilling prospects in the area.

In 2005, we are increasing our capital program budget to
$68 million, approximately $17 million higher than last year. We are
encouraged by our exploitation opportunities, including the
potential to improve our waterflood performance at Utikuma, our
largest Canadian oil-producing property, and the possibility of
significantly enhancing recovery on our largest reservoir in France,
at Parentis. In Canada, our drilling plans include expanding the
coalbed methane program with Glacier. We will also target infill-
drilling prospects on our lands identified either by successful
recompletions or historical success, predominantly in the Drayton
Valley region. In France, we are planning to drill three to four wells
in the Champotran/La Torche area and will continue a steady
program of workovers and recompletions in the Parentis Basin.

In the third quarter of 2005, Verenex and Vermilion plan to run
3-D seismic on the Aquitaine Maritime prospect in the Bay of Biscay
offshore southwest France to further delineate several attractive
world-class structures, and we anticipate drilling one or two wells
in the region in 2006. In the Netherlands, the average size of our
acquired drilling prospects is approximately 45 bef per well, signif-
icantly larger than most gas exploration plays in Western Canada. We
will be working closely with our partners and regulatory authorities
to initiate a drilling program, aspiring to drill our first well in late
2005. We arereviewing our capital program for Australia; however,
we anticipate fairly modest expenditures in 2005. As you can see,
we really have a world of opportunities to sustain the Trust.

A strong team of experienced and dedicated people enhances
Vermilion’s progress. In 2004, we were very pleased to welcome
Bob Mac Dougall as our new Chief Operating Officer. Bob has more
than 19 years of experience in production and drilling operations and
was previously General Manager of Production and Operations for
ChevronTexaco's Western Canadian producing properties. We also
welcomed Greg Hay as the General Manager of our Netherlands
operations. Greg has almost 30 years of industry experience including
aposting as the Managing Director of Wintershall AG’s operations
in the Netherlands with its 40,000 boe/d of net production.

Vermilion is pleased to introduce William F. Madison as the
newest member of our Board. Now a consultant residing in Housten,
Texas, Bill spent 35 years with Marathon Oil Company before he
retired as the Senior Vice President, Worldwide Production.
Vermilion is privileged to benefit from Bill's international experience
and strategic perspective.

Vermilion’s excellent progress is reflected in our value—our
share price has doubled since converting to a trust two years ago.
1 thank all of our staff for their ongoing contributions to this
outstanding effort. I'm looking forward to another exciting and
rewarding year as we continue using our international advantage to
deliver strong, sustainable returns to our investors and superior
rewards for all of our stakeholders.

Lorenzo Donadeo,
President & Chief Executive Officer
March 26,2005
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Our Canadian production averaged 12,398 hoe/d in
the fourth quarter of 2004, providing a core hase for
Vermilion and about one-half of our total volumes.
Approximately 60% of our Canadian production is
natural gas.

Vermilion is Frasdce’s largest oil hroducer and the

country’s most active operator. Established in France
since 19/97, we maintain a steady stream of\%duc—
tion, of'which 97% is light 0il. Qur fourth quartey

2094 production averaged 5,954 boe/d. /
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Vermilion focuses on‘four core areas—Slave Lake, Drayto two wells per sect:on mstead ‘of one to lmprove FeServe ..
Valley,: Athabasca and Central Alberta—with our mam tecoveries. Our largest cil-producing property is Utikuma
producing: propérties at Drayton Valley, where we controh at Slave Lake, originally acquired in late 1998. We have
apprommately 120, 000 net undeveloped acres. We are,  recovered approximately 40% of the original 200 mmbbls
targeting and prodiicing hiydrocarbons from reservoirsi  of oil-in-place at Utikuma and are evaluating the potential
from the Devonlan Jurassic and Cretaceous ages, giving us to extend recovery from this reservoir. In 2005, we will
the potential to encounter more than one producing zone:  continue to focus on low-risk workovers and recomple-
per well. On some of our Rock Creek/Ellerslie (Jurassm/ tions, as well as a modest drilling program.
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gas, yet thms the source> some cn‘VérrmIlon S mpsthlgh

- qualtty and stable productlon Development drilling in the =

- Paris Bas and productlon mamtenance in the Aqwtame

_Basm south of ‘Bordeaux provide us with fow- decllne oil -
. preductlon «We are applylng our. experlence in Canada to
the same geologlcal aged formatlons in.France. Our reser:
voir targets. mdthe Paris Basm are predommantly Jurassnc
carbonates and at’ Parentls in the Aqurtame Basm are

.Paren(ns orlglnally heid more than 850 mllhon ba?rels of
fonl,‘and with only 219 “miltion produced, we believe tirere is
plenty of upside potent|a1 and contmue to evajuate methods

- to increase recoveries. We also hold a 50% inferest in the
Aquutame Maritime- exploration concess:on in-the Bay of
".Biscay offshore southwestern- France,. where we plan to - -
S run.a 3 D sezsmlc program thls year.







e World's sixth-targest progucer of _jeetof natural gas per day, which end bles us to con ;ﬁligju‘
costs and may potentially add to our revenue stream® @Lu#lr_;j'
[ is:country. Our initial acquisition rations include net production of more than 30 millig
—provided Vermi g PrOPErLIES: o cubic feet per day o natural gas from approximately 5§

one reservoirs at

he-drilling. prospects we acquired, v v
3irst wel & 2005, offer targets.of " also operates the Zuidwal production platform in the shallow
well, significantly arger than mos waters of the Waddenzee about 15 kilometres from shore
Canada. We also gaineg control 0 We manage our operations in the Netherlands through a -
rocessing more than 250 million cubic ully staffed office in Harlingen. o
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TRUST PERFORMANCE SNAPSHOTS

This year we are releasing our first Annual Update Report. As most of our unitholders bave indicated their preference not to veceive our full annual

report, complete with the Audited Financial Statements, Management’s Discussion and Analysis and Notes to the Financial Statements, the follow-

ing pages provide a summary of information that we believe unitholders will find concise, practical and user-friendly. The complete audited financial

statements are available under our corporate filings at www.sedar.com. The full reserve information is available in our Annual Information Form filing,

also on sedar. Alternatively, if you are interested in receiving bard copies of these documents, please contact our tnvestor relations department. Our

Annual Update Report will be prepared and distributed annually to all of our unitholders as a supplement to legal filing requirements. Please keep

this in mind when you respond to the request for annual report documents on the proxy statement. If this Annual Update is sufficient for your needs,

then no request for additional materials is necessary. We will be glad to provide the full set of documents to umitholders who request them.

SUMMARY OF CONSOLIDATED FINANCIAL STATEMENTS '°

(Thousands of Canadian dollars, except unit and per unit amounts)

CONSOLIDATED BALANCE SHEETS SUMMARY 2004 2003
Restated

CURRENT ASSETS $ 128,633 $ 96,483
Deferred charges for derivative instruments 4,718 -
Long-term investment 5,398 -
Reclamation fund 17,016 1,678
Capital assets related to discontinued operations - 85,597
Capital assets 688,837 596,831
$ 844,602 $ 780,589

CURRENT LIABILITIES $ 141,633 $ 94,917
Long-term debt 75,014 135,558
Asset retirement obligation 51,688 15,570
Future income taxes related to discontinued operations - 6,919
Future income taxes 145,680 151,198
Non-controlling interest 16,257 -
Non-controlling interest — exchangeable shares 23,069 15,129
UNITHQLDERS’ EQUITY 391,261 361,298
$ 844,602 $ 780,589

1 This is a non GAAP presentation of the financial statements. For a copy of our fully audited financial statements, please refer to our public

filings on www.sedar.com or contact our investor relations department.




CONSOLIDATED STATEMENTS OF EARNINGS SUMMARY 2 2004 2003
Restated
REVENUE
Petroleum and natural gas revenue $ 354,525 $ 314,146
Royalties 63,555 74,719
290,970 239,427
EXPENSES
Production 55,917 51,161
Transportation 9,865 10,370
Accretion 2,261 1,134
Unit compensation 26,766 8,303
Loss on derivative instruments 38,597 -
Interest on long-term debt 3,086 9,348
General and administrative 13,410 10,368
Reorganization costs - 25,628
Foreign exchange (gain) loss (1,285) 2,998
Depletion and depreciation 95,279 91,947
243,896 211,257
EARNINGS BEFORE INCOME TAXES, OTHER ITEMS AND DISCONTINUED OPERATIONS $ 47,074 $ 28,170
INCOME TAXES (RECOVERY)
Future (21,033) (23,832)
Current 16,583 4,205
Capital 525 761
(3,925) (18,866)
Other items 3,585 4,335
NET EARNINGS FROM CONTINUING QPERATIONS $ 47,414 $ 42,701
Per trust unit, basic $ 0.79 $ 0.80
CONSOLIDATED STATEMENTS OF CASH FLOWS SUMMARY 2 2004 2003
OPERATING Restated
Cash and cash equivalents provided by (used in):
Funds from operations $ 170,179 $ 144,761
Other 21,198 11,134
191,377 155,895
INVESTING
Proceeds on sale of Aventura 164,585 -
Drilling and development (67,259) (66,919)
Acquisition of petroleum and natural gas property (72,985) -
Other (52,407) (4,351)
(28,066) (71,270)
FINANCING
Decrease in long-term debt (60,534) (57,467)
Issue of common shares for cash, net of issue costs 8,836 81,953
Cash distributions (122,366) (88,864)
Other 30,972 5,652
(143,102) (58,726)
Foreign exchange gain (loss) 502 (4,103)
NET CHANGE IN CASH AND CASH EQUIVALENTS $ 20,711 $ 21,796
Weighted average trust units outstanding, basic, including exchangeables 66,087,146 58,600,290
Cash flow from operations related to the Trust $ 169,847 $ 144,761
Cash flow per trust unit, including exchangeables $ - 2.57 $ 2.47

1 This is a non GAAP presentation of the financial statements. For a copy of our fully audited financial statements, please refer to our public filings

on www.sedar.com or contact our investor relations department.
2 Includes Consolidated Results of Verenex Energy Inc.




SUMMARY OF QOPERATIONAL INFORMATION

YTD
TRUST PRODUCTION SUMMARY Twelve months ended December 31, 2004 2003
0il & NGLs Gas Total (6:1) Total
(b/d) {mmcf/d) (bae/d) (boe/d)
CANADA 5,723 46.4 13,453 16,671
FRANCE 5,763 1.5 6,018 6,271
NETHERLANDS 13 21.0 3,519 -
Total Trust 11,499 68.9 22,990 22,942
YTD
OPERATING NETBACK SUMMARY Twelve manths ended December 31, 2004 2003
0il & NGLs Gas Total (6:1) Total
($/hhl) ($/mcf) ($/hoe) ($/boe)
CANADA
Price 48.58 $ 7.07 $ 45.04 40.53
Realized hedging foss (7.01) (0.04) (3.11) (2.01)
Royalties (net) (9.70) (1.90) (10.68) (10.59)
Transportation (0.06) (0.17) (0.61) (0.60)
Lifting costs (7.34) (0.91) (6.27) (5.82)
Qperating netback 24.47 $ 4.05 $ 24.37 21.51
FRANCE
Price 45.96 $ 5.16 $ 45.32 38.20
Realized hedging loss (7.63) - (7.31) (3.37)
Royalties (net) (5.11) (0.32) (4.98) (4.49)
Transportation (3.25) - (3.11) (2.92)
Lifting costs (7.23) (2.42) (7.54) (6.88)
Operating netback 22.74 $ 2.42 $ 22.38 20.54
NETHERLANDS
Price 50.05 $ 5.44 $ 32.71 -
Realized hedging loss - - - -
Royalties (net) - - - -
Transportation - - - -
Lifting costs - (1.10) (6.55) —
Operating netback 50.05 $ 4.34 $ 26.16 -
TOTAL TRUST
Price 47.27 $ 6.53 $ 43,23 39.90
Realized hedging loss (7.31) (0.03) (3.73) (2.38)
Royalties (net) (7.39) (1.29) (7.55) (8.92)
Transportation (1.66) (0.11) (1.17) (1.24)
Lifting costs (7.28) (1.00) (6.65) (6.11)
Operating netback 23.63 $ 4.10 $ 24,13 21.25




RESERVES SUMMARY AS AT JANUARY 1, 2005 Qil Equivalent Net Present Value 2
Light & Natural
Medium 0il NGLs Gas 6:1 at 8% at 12%
{(mmbhls) (mmbhls) (bef) {mmbhoe) ($m) ($m)
CANADA
Proved 10.12 3.52 92.5 29.05
Proved plus probable 13.27 5.25 141.1 42.03 $ 518,196 $ 442,777
FRANCE
Proved 25.08 - 2.3 25.46
Proved plus probable 35.19 - 3.2 35.73 $ 335,314 $ 274,212
NETHERLANDS
Proved - 0.11 74.8 12.57
Proved plus probable - 0.14 90.7 15.26 $ 181,502 $ 164,597
CONSOLIDATED
Proved 35.20 3.64 169.5 67.09
Proved plus probable 48.50 5.38 235.0 93.01 $ 1,035,012 $ 881,586

1 Calculated on a pre-tax basis.

2 The net present value of the reserves (cumulative cash flow) is based on Gilbert Laustsen Jung’s forecasted price and cost scenarios, is presented

for comparative purposes only and is not necessarily representative of fair market value.

Numbers may not total because of rounding.

RESERVES RECONCILIATION SUMMARY

AS AT JANUARY 1, 2005 P90 P50 VET Units? P50 Change in
Qil Equivalent {(mmboe) Proved Total Proved Plus Outstanding Reserves Reserves
Gas at 6:1 Producing Proved Prohable {mm) per Unit per Unit
OPENING BALANCE 51.95 62.56 84.58 64.694 1.307

Drilling additions 0.44 1.53 3.05

Acquisition 14.02 14.05 16.74

Disposition - (0.76) (1.81)

Technical revisions 1.47 (1.87) (1.15)

Production (8.41) (8.41) (8.41)
CLOSING BALANCE 59.47 67.09 93.01

Includes exchangeables.

Numbers may not total because of rounding.
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ANNUAL AND SPECIAL MEETING
May 6, 2005, at 10:00 a.m.

Grand Lecture Theatre

Metropolitan Centre

333 4 Avenue S.W.

Calgary, Alberta

FORWARD-LOOKING INFORMATION
This report contains forward-looking
financial and operational information
including earnings, cash flow, production and
capital expenditure projections. These
projections are based on the Trust’s
expectations and are subject to a number of
risks and uncertainties that could materially
affect the results. These risks include, but
are not limited to, future commodity prices,
exchange rates, interest rates, geological
risk, reserves risk, political risk, product
demand and transportation restrictions.
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