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PRESS RELEASE

CONNACHER PROVIDES ACTIVITY UPDATE
Conventional Production surpasses 1,100 boe/d

Calgary, Alberta — Positive results at the Great Divide oil sands project, increased production from
successful conventional drilling at Battrum, Saskatchewan and continuing progress by Petrolifera in
South America characterize Connacher’s recent developments.

Great Divide, Alberta

Connacher owns 100 percent of and operates 101 sections of oil sands leases at its Great Divide oil sands
project, situated along Highway 63, approximately 80 kilometres south west of Fort McMurray. Great
Divide is also situated approximately 50 kilometers west of the Conoco/Total Surmont SAGD project and
20 kilometres south of the Jacos Hangingstone SAGD project, which is currently onstream and producing
approximately 9,000 bbl/d. “SAGD?” stands for steam-assisted gravity drainage, which incorporates the
use of horizontal well pairs and continuous steam injection to allow production of heavy oil from the oil
sands.

Most of Connacher’s lands were acquired in early 2004 at an Alberta Crown Sale, after being posted for
sale by the company following a geological study of the region. The posted and acquired leases were
configured to cover known or prognosed geological leads. The acreage was purchased at a modest cost
before the intense industry competition of late 2005, after oil prices surged and over $60 million was
invested for acreage in the area. Available data suggested McMurray oil sands of varying thickness and
quality would underlie most of the purchased lands. Connacher was also in possession of public data
from several conventional wells which had primarily been drilled for natural gas in the immediate area.
Many of these wells had been drilled to a sufficient depth to provide a clear indication of the potential
existence of McMurray channels of sufficient size and thickness to prospectively contain adequate reserve
volumes to support efficient and viable commercial SAGD projects like Hangingstone.

Once the lands were successfully acquired, Connacher’s 2004 evaluation program involved drilling
exploratory stratigraphic tests or core holes to confirm the location, characteristics and general geometry
of the target McMurray channels (also called “sweet spots” or “Pods”). Once the presence of a
prospective Pod is confirmed, additional delineation drilling of core holes is then needed on or around a
channel (eventually with a target density of about one core hole per Lsd or 40 acres) to confirm it
possesses the necessary reservoir quality, thickness, size and other characteristics to contain sufficient
recoverable reserves to support commercial exploitation, using SAGD technology because of depth of
burial.
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Pod One at Great Divide was determined to be a potentially commercial project through drilling in early
2004. Based on these early drilling results, over 50 million barrels of possible recoverable reserves were
assigned to this Pod by independent consultants DeGoyler & MacNaughton Canada Limited in the Spring
of 2004. Further drilling in December 2004 and during the first quarter of 2005 satisfied Connacher that
Pod One had the potential reserves, reservoir characteristics and other technical parameters to support
proceeding with an application to Alberta’s regulators, the Energy Utilities Board (“EUB”) and Alberta
Environment (“AE”), to seek approval for a 10,000 bbl/d commercial project. The well data, including
logs and cores, were supplemented by results of a densely-gridded 3D seismic program which was shot
this spring; it confirmed the geological model which had been generated from well information. This
geophysical data is also expected to be very useful during drilling in orienting the horizontal well pairs to
be drilled, when and if regulatory approval is received.

Connacher believes the Middle McMurray Channel which comprises Pod One at Great Divide is a high
quality, relatively uncomplicated reservoir. The reservoir sands exhibit excellent porosities, very high
permeability, high oil saturation approximating 90 percent and bitumen content by weight approaching 16
percent, well above acceptable cutoffs. It is sufficiently thick and covers a large enough area to contain
significant oil-in place and recoverable oil, using available and established SAGD technology. An
updated independent resource evaluation and reserve report incorporating this data is presently in
preparation; it will be used to assist Connacher in its financing initiatives to raise the requisite capital to
bring this 25 year project onstream in late 2006.

In addition to the aforementioned technical data supporting Connacher’s decision to apply in July, 2005
for project approval, Connacher has also conducted reservoir simulation studies which support its
expectation of high per well productivity due to the excellent reservoir at Pod One. These results are
similar to actual reported well performance at the Jacos Hangingstone project, geographically the closest
to Great Divide. Per well productivity at Hangingstone has reached as high as 1,500 bbl/d and some
wells have yielded over 1,000 barrels of average daily crude oil production over a multi-year period, with
total recoveries in excess of one million barrels per well pair. Connacher also anticipates reasonable and
acceptable steam/oil ratios will occur at Great Divide Pod One, given the quality of the reservoir.

Connacher is fortunate in that the Middle McMurray sands which constitute Pod One’s reservoir, are
deposited on a flat paleo-basement, which should contribute to optimum recoveries as most of the
bitumen within the sand reservoir will be producible by placing the horizontal producing well bore at or
near the base of the reservoir section. This is also expected to be feasible as no bottom water has been
encountered, nor is there evidence of discernible basement rubble, which could otherwise reduce effective
SAGD pay thicknesses by having to place the well pair higher in the section.

Suitable down-hole water sources for steam and disposal zones for waste water have been identified at
Pod One. The target reservoir is also sufficiently deep at below 450 meters to be able to contribute to
efficient recoveries using SAGD, while conventional drilling technologies can be applied for the
horizontal well pairs. Some additional core holes may be drilled on Pod One over time, based on new
information from the 3D program, but these would be to reinforce and expand the reserve base in support
of the project at targeted scales of operation.

Environmental studies and engineering design and costing are nearing completion. Connacher expects
the total cost of developing Pod One to approach $200 million. Of this amount, approximately 12 percent
will be for the cost of drilling the initial 15 horizontal well pairs; the bulk of the remaining cost will be for
surface facilities, including boilers, water treatment facilities and storage tanks.

Connacher expects to submit its application to develop Pod One to the EUB and AE in July 2005, as in
the company’s opinion it has identified a significant resource with the right characteristics to support a
commercial project. The EUB will conduct a complete review of the application, and the timing for
approvals is anticipated to occur in early 2006. Once approvals are received capital outlays would be
spread evenly over the ensuing nine months, targeting a fourth quarter 2006 startup. In the interim period,



Connacher will focus on financing alternatives for the project. Due to the nature of SAGD with
continuous steam injection, the company would expect to operate its plant at near capacity over the life of
the initial Pod, reflecting the annuity-like character of oil sands projects. Additional well pairs would be
drilled as required to maintain the high targeted utilization rate.

Over time, Connacher hopes to identify and confirm other sweet spots on its extensive acreage holdings at
Great Divide. This winter a total of seven core holes were drilled on Pod Three southwest of Pod One.
Results were consistent with Connacher’s expectations but are being held confidential for competitive
reasons. More drilling to determine the size and geometry of this accumulation is anticipated next winter.
At this stage there is no assurance that Pod Three will become a commercial accumulation.

Subject to board approval and availability of funding, Connacher also anticipates initiating a core hole
drilling program in the winter of 2005-2006 comprised of up to 20 wells on or around what the company
has labeled Pods “Two” and “Four”, both situated several kilometers east of Pod One. This region is
considered very prospective, based on available well data and related geological interpretations. Drilling
in this region is of short duration due to its proximity to muskeg and caribou birthing grounds and more
advanced planning is required as a consequence. Connacher did not attempt to access this area in 2005.

Connacher hopes this drilling can lead to further positive results and sequential development of additional
discrete 10,000 bbl/d Pods over the next several years. Industry purchases in late 2004 of over $60
million worth of oil sands leases adjacent to or in the vicinity of the Company’s lands underscore a
growing confirmation of Connacher’s approach in the region. Also, the level of investor interest in oil
sands companies and the announcement of new partnerships, as well as transportation and upgrading
initiatives underline the growing importance and awareness of the prospective role to be played by crude
oil from the oil sands in meeting North American and worldwide demand for oil.

Various alternatives are being and will continue to be examined to raise the funds required to develop Pod
One. These financing alternatives will be assessed against the benchmark of maximizing shareholder
value retention at minimum dilution, without undue financial risk, and will include partnering, strategic
alliances, or some combination of new equity, project debt and secured debt from available capital market
sources. Connacher is also examining transportation alternatives, as well as other relationships, to
facilitate access to stable blending options and to mitigate heavy oil price differentials and fuel costs,
which influence economic returns for projects of this nature.

Consolidated Conventional Production surpasses 1,100 boe/d

Connacher recently drilled five new 100%-owned conventional wells at Battrum in southwest
Saskatchewan.  All wells were cased and are in the process of being placed onstream, a process
hampered by recent rainfall and associated weather. This is being overcome and Connacher’s
consolidated production now exceeds 1,138 boe/d or approximately 34 percent above first quarter 2005
results. Current Canadian production at 800 boe/d is up 44 percent over first quarter 2005 levels and
further gains are expected once one new horizontal well which was recently placed onstream reaches its
productive capacity. A modest production purchase of 35 bbl/d at Battrum also contributed to the
improvement. Included in consolidated production is 330 boe/d in Argentina, which is up 15 percent
from first quarter 2005 levels, reflecting stronger seasonal demand for natural gas.

Connacher anticipates drilling three more wells in July 2005, two at Battrum and one at Tompkins,
targeting Shaunavon natural gas.

Further drilling plans for 2005 will await the outcome of the company’s next three wells and production
performance at Battrum.






