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Connacher is pleased to report that its production growth accelerated in the third quarter. Successful drilling during the summer and fall
is expected to result in significant fourth quarter production gains and a 2003 exit rate surpassing 2,500 boe/d. This in turn establishes
a strong platform heading into 2004.

Highlights are as follows:

Production rose 83 percent for the three months and 75 percent for the nine months ended September 30, 2003. This is the tenth
successive quarter of production growth for Connacher.

Buoyed by higher prices, revenue grew at triple-digit rates, as did cash flow from operations, which increased 218 percent for the third
quarter and 325 percent for the nine months compared to the same periods in 2002.

Since June, Connacher has drilled and cased 45 wells, including 31 natural gas wells at Cabri/Shackleton, and seven oil wells at
Battrum, both in southwest Saskatchewan. As the wells are brought onstream, their production will materially impact fourth quarter results.

A 50 percent-owned light oil discovery was made in Argentina on a large seismically-defined structure. Development drilling with
attendant production growth is anticipated in 2004.

Significant land purchases at Stewart Valley, Cabri and Battrum in Saskatchewan increased Connacher’s land interests by almost
50,000 acres in the region. Also, a major farm-in in the Tompkins/Gull Lake area of southwest Saskatchewan will enable the company
to earn a majority interest in a further 41,000 acres. In November, up to 20 new wells will be licensed for drilling on these lands prior
to March 2004.

Connacher’s share price has reacted to the strong growth of the company and marketability has improved with the TSX listing. CLL is
up over 185% since March and reached a new high of $1.29 per share on November 5, 2003.

Three Months Ended September 30 Nine Months Ended September 30
2003 2002 % Change 2003 2002 % Change
FINANCIAL
($000 except per share amounts)
Net revenue 2,020 912 121 5,812 2,311 152
Cash flow from operations 745 234 218 2,345 551 325
Per basic and diluted share 0.02 0.01 100 0.08 0.03 167
Net earnings (loss) 2,965 41 7,130 3,410 (67
Per basic and diluted share 0.08 = 0.11 -
Capital expenditures 5,715 1,941 194 20,775 5,247 296
Net debt 16,495 3,323 396 16,495 3,323 396
Shareholders’ equity 13,613 3,228 3R2 13,613 3,228 322
Total assets 33,565 8,360 301 33,565 8,360 301
Common shares outstanding (000)
Weighted average
Basic 35,820 21,671 65 30,127 19,051 58
Diluted 38,817 21,913 a4 31,937 19,294 66
September 30, 2003
Issued 36,512 21,671 68 36,512 21,671 68
Fully diluted 44,511 31,473 41 44,511 31,473 41
OPERATING
Production
0il (bbl/d) 839 364 131 725 297 144
Natural gas (mef/d) 1,012 1,123 (10) 1,086 1,332 (18)
Barrels of oil equivalent (boe/d) 1,008 551 83 906 519 75
Prices
0il ($/bbl) 29.40 25.97 13 31.43 24.21 30
Canadian natural gas ($/mef) 4.57 3.22 42 5.68 1.89 200
Argentinian natural gas ($/mef) 0.23 0.37 (38) 0.26 0.49 (47)
Total natural gas ($/mef) 2.35 1.93 22 2.92 1.90 53
Barrels of oil equivalent ($/boe) 26.84 21.20 7 28.65 18.73 53

Operating netbacks ($/boe) 13.87 10.25 35 15.69 9.03 74




CONNACHER'’S PRODUCTION GROWTH THUS FAR

in 2003 primarily reflects the Battrum, Saskatchewan acquisitions 1,800 —

of the first quarter. None of the oil wells drilled in the third quarter

contributed any meaningful production, as they were being completed Connacher
near the end of September. Also, none of the 31 Cabri/Shackleton 1,500 [~ Q“mel:ly
natural gas wells which have now been drilled will come onstream Pr;;l:g:on

until mid-December when they will be tied-in to Connacher’s new
natural gas plant. The production surge expected in the fourth 1,200
quarter will lay the foundation for further growth in 2004.
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The third quarter of 2003 marks Connacher’s tenth consecutive E 900
quarter of production growth. During this period, quarter-over-quarter =
production has grown on average by 25 percent. Our Q3 Outlook
forecasts fourth quarter production will average 1,580 boe/d. 600
Cabri/Shackleton/Stewart Valley, Saskatchewan 300
Connacher now holds a 100 percent interest in and operates over l I
50,000 acres in this natural gas project in southwest Saskatchewan. 0
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Since July 20083, a total of 31 wells have been drilled and cased for 01 01 01 01 02 02 02 02 03 03 03 03(E)

completion. Of these, 6 are located on our first development area
(Cabri North), where a further five development wells are scheduled
for drilling in early December.

Installation of flowlines and construction of the plant site is well-advanced and in the absence of uncontrollable delays, Connacher expects to
commence production and deliveries of natural gas around mid-December. Plant capacity is rated at five mmef/d and initially the 31 wells to
be tied-in will have excess deliverability relative to initial plant capacity. As declines occur, infill drilling will be scheduled as deliverability
approaches plant capacity. This will not likely be required until well into 2004.

While some minor delays have been encountered due to a temporary shortage of certain materials and services, Connacher is pleased with

the speed at which its Cabri developments have occurred, having entered the play in April 2003. This represents a considerable achievement
by the company’s small and effective operating staff.
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Battrum, Saskatchewan

During the third quarter, Connacher drilled seven oil wells on its property in Battrum, Saskatchewan
this region. None were completed until late September and as a result they
made minimal contributions to third quarter production. New wells in this
region are expected to add a total of 150 - 00 bbls/d to average production
for the fourth quarter of 2003. A further four 100 percent-owned wells will be
drilled in November to complete the company’s 003 program.
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New acreage acquired in October directly offsets Connacher’s Battrum Infill Wells, Battrum North

production and is considered prospective for Roserary and Shaunavon oil ¢ v
Battrum Unit #3
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in addition to shallower Cretaceous gas. Accordingly, continued production
growth is expected from this region during 2004.

Tompkins/Gull Lake, Saskatchewan
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Subsequent to reporting period, Connacher reached an agreement with a
senior oil and gas company to earn a majority interest in up to 64 sections
(approximately 41,000 acres) of petroleum and natural gas rights in the
Tompkins/Gull Lake region of southwest Saskatchewan.
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Under the terms of the farm-in agreement, Connacher is committed to drill
a minimum of four test wells to a specified depth prior to March 2004. Upon
completion of its minimum commitment, Connacher also has the option to

Battrum Unit #1
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drill up to 1R additional wells during the same period to maximize its earning le 2 Battrum Unit #5
capacity. The farmor has the option of exercising a casing-point election ® ‘
to maintain a minority working interest in each validated block earned by ¢ v

test or option wells, or of remaining in a non-convertible override position. R17 W3M
Connacher will have access to specified data to assist in the selection of
locations and will become operator of the blocks.

I:l Connacher Land ® Oil Wells S Water Injectors
O Water Source Wells O New Infill Locations @ Production Facility

Acquired Oct.7/03 Saskatchewan Crown Sale

The Tompkins/Gull Lake region is located approximately 32 kilometres
southwest of Connacher’s Battrum and Cabri/Shackleton properties. The
two farm-in blocks are large and contiguous, which will facilitate efficient
operations if drilling is successful.

The acreage is prospective for Cretaceous and Jurassic natural gas and oil pools. The lands are bounded on the east by numerous oil pools
(Delta, Suffield, Gull Lake) with original oil-in-place between 50 and 100 million barrels and indicated recovery factors of up to 50 percent.
On the west, the lands are adjacent to several Hatton/Crane Lake shallow gas fields which originally had about three trillion cubic feet of
recoverable natural gas reserves.

In November, up to 20 new wells will be licensed for drilling on these lands prior to March 2004.

Islay, Alberta

Subsequent to the reporting period, Connacher has drilled three wells at Islay and is currently drilling an additional horizontal well. If
successful, this well should be capable of higher productivity than conventional vertical wells.

Argentina

The PMNX 1001 well on the La Ramona prospect in the Puesto Morales/Rinconada Concession in the Neuquen Basin, Argentina is a new
light oil discovery. As previously announced, following stimulation and testing the well was placed onstream on November 11,2003, initially
recovering load fluid. By November 13,2003 the well was pumping at a rate of approximately 54 bbl/d of light 37° API crude oil from four
perforated intervals. Immediate sales are anticipated at a price of approximately 90 percent of prevailing levels of WTI or approximately
CDN $36.00 per barrel. Royalties are set at 13 percent.

The La Ramona prospect covers a significant area based on current geophysical mapping so there is considerable scope for development
drilling and related production growth. There is also a deeper play which tested light oil and water in the discovery well, indicating the
potential for additional production from this zone in structurally higher positions, which are achievable on the block.

A definitive 2004 development program with the operator will be announced as soon as plans are formalized. Connacher owns a 50 percent
working interest in the well and concession.
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Guidance - Q3 Outlook and 2004 Financial Plan and Budget

Connacher has updated its guidance for 2003. This 2003 forecast (@3 Outlook) incorporates actual third quarter 2003 results and takes
into account expected fourth quarter developments, including timing of production startups, new drilling and anticipated financing. Based
on forecast 2003 year-end production exceeding 2,500 boe/d, Connacher expects to have an acceptable estimated year-end ratio of net debt
to exit rate cash flow under 1.5:1.

Connacher is also pleased to provide 2004 guidance based on its Financial Plan and Budget (2004 Plan) for the upcoming year.
Highlights of our 2004 Plan are as follows:

Production increases from 2003 and 2004 drilling will be Connacher’s engine of growth.

A 2004 capital budget of $45.3 million is expected to result in the drilling of 128 wells in addition to continued expansion of production
facilities at Cabri, Saskatchewan. Over 95 percent of the company’s spending and growth will be in Canada. Shareholders will be
exposed to the potential of strong reserve replacement ratios at a low risked cost per boe.

Additional seismic and five new wells are included for Argentina. This may be expanded as the year progresses.

Natural gas, light oil and medium gravity oil are forecast to make up 85 percent of targeted annual average production of 4,700 boe/d.
The December 2004 exit rate is forecast to surpass 6,000 boe/d.

Cash flow growth, overall and per share, is forecast to remain at attractive levels, based on conservative but realistic price assumptions.

The 2004 Plan does not include any corporate or producing property acquisitions but does make provision for $5 million of new
undeveloped acreage purchases for future growth.

Conservative financial leverage is utilized; the 2004 Plan’s objective is to operate with a ratio of net debt to annualized monthly cash
flow of under 1.5:1 throughout 2004.

2004 Plan 2003 Forecast (@3 Outlook) 2008 Actual
Sales Volumes (annual averages)
Crude 0il Canada (bbls/d) 2,346 794 294
Argentina (bbls/d) 413 62 46
Total (bbls/d) 2,759 856 340
Natural Gas Canada (mef/d) 11,135 766 811
Argentina (mef/d) 550 553 554
Total (mef/d) @ 11,685 1,319 1,365
Combined Canada (boe/d) 4,202 922 429
Argentina (boe/d) 508 154 139
Total (boe/d) 4,707 1,076 568
Pricing (in Canadian dollars)
Crude 0il Canada ($/bbl) 24.09 29.43 24.22
Crude 0il Argentina ($/bbl) 29.93 36.73 32.22
Natural Gas Canada ($/mef) 5.00 5.59 3.49
Natural Gas Argentina ($/mef) 0.40 0.26 0.49
Combined Canada ($/boe) 26.70 30.00 23.19
Combined Argentina ($/boe) 24.92 15.68 12.72
Combined Total ($/boe) 26.51 27.96 20.64
Financials
Net revenue, after royalties ($MM) 35 -40 9.0 3.7
Cash flow from operations ($MM) 19 - 23 3.8-4.0 1.0
Per share ($) 0.39 - 0.47 0.12-0.13 0.05
Earnings ($MM) 5-6 4.0 0.5
Per share ($) 0.10 - 0.13 0.12 0.03
Capital expenditures ($MM) @ 45.3 36.1 9.0
Year-end net debt ($MM) 39.5 1.2 3.4
Weighted Average Shares (MM) ©® 48.3 31.8 19.9

(@8] Assumes Cabri natural gas onstream, December 15,2003 at five mmef/d; equates to 212 mef/d average for 2003.
@) Includes budget of $5 million for undeveloped land in 2004, $14.3 million for producing properties and undeveloped land in 2003, $4.0 million for producing properties in 2002.
3) Assumes $9.1 million net proceeds from new equity in December 2003 and $5.4 million in 2004.

Certain statements included in this Interim Report that are not historical facts should be considered to be “forward-looking statements”. All estimates and statements that describe
the company’s objectives, goals or future plans (including all estimates and statements with respect to the @3 Outlook and 2004 Plan) are forward-looking statements. Forward-looking
statements involve inherent risks and uncertainties where actual results will differ and such differences could be material. There can be no assurance that Connacher will achieve the drilling
results and levels of production assumed in the @3 Outlook or 2004 Plan. In addition, oil and gas prices are subject to fluctuation and there can be no assurance that the commodity prices
reflected in the @3 Outlook or 2004 Plan will be attained. The @3 Outlook incorporates actual nine month 2003 results, a continuing expansion of the company’s credit facility and trade credit
on a basis and on terms similar to those presently in force, as well as completion of various minor acquisitions which consolidate Connacher’s interests in various properties.

Respectfully submitted on behalf of the Board of Directors,
Signed,

“R.A. Gusella”

Richard A. Gusella
President and Chief Executive Officer
November 19,2003
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Overview

Management’s discussion and analysis provides further insight into the consolidated financial statements of the company. It should be read
in conjunction with the unaudited financial statements for the nine months ended September 30, 2003, the audited financial statements for
the year ended December 31, 2002 and the Management Discussion and Analysis for the year ended December 31, 20082.

In the first half of 2003, Connacher expanded its operational base in Canada by completing two large producing oil property acquisitions.
The company’s financial results reflect the inclusion of the operations of the acquired properties from their respective dates of acquisitions.
The third quarter of 8003 was characterized by an active drilling program which resulted in considerable growth of productive capacity.
Production in the fourth quarter is expected to increase as these wells are brought onstream.

Production and Prices

September 30
Three Months Ended Nine Months Ended
2003 2002 % Change 2003 2002 % Change
Production
0il (bbl/d) 839 364 131 725 297 144
Natural gas (mef/d) 1,012 1,123 (10) 1,086 1,332 (18)
Barrels of oil equivalent (boe/d) 1,008 551 83 9207 519 75
Prices
0il ($/bbl) 29.40 25.97 13 31.43 24.21 30
Canadian natural gas ($/mecf) 4.57 3.22 42 5.68 1.89 200
Argentinian natural gas ($/mcf) 0.23 0.37 (38) 0.26 0.49 (CY))
Total natural gas ($/mef) 2.35 1.93 22 2.92 1.90 53
Barrels of oil equivalent (§/boe) 26.84 21.20 27 28.65 18.73 53

Production for the three months ended September 30,2003 increased 83 percent to 1,008 boe/d compared to 551 boe/d for the same period
in 2002. Year-to-date production also increased 75 percent to 907 boe/d from 519 boe/d in the three quarters of 2002. Third quarter 2003
production was also nine percent above second quarter levels and 18 percent above first half production.

The most significant increase occurred in third quarter Canadian oil production, which was 149 percent higher at 794 bbls/d compared to
319 bbls/d in 2008. For the nine-month period, 2003 Canadian oil production rose 171 percent to 679 bbls/d from 251 bbls/d last year.

Overall oil production rose 130 percent from 364 bbls/d in the three months ended September 30, 2002 to 839 bbls/d in the same period in
2003. Argentinian production was flat for the quarter and year-to-date. During the nine-month period, total oil sales rose 144 percent from
297 bbls/d to 725 bbls/d in 2003.

Natural gas sales were weaker for both the three month and nine month periods in 2003 compared to last year. This reflects declining
productivity in Canada and the absence of production from new drilling for natural gas year-to-date. This is forecast to change in December
2003 when up to five mmef/d of new Cabri gas is scheduled to come onstream. Argentinian natural gas sales were essentially unchanged
compared to last year.

Commodity prices were strong in the first nine months of 2003, although a strong Canadian dollar partially mitigated this impact. Canadian
oil prices averaged $29.40 per barrel in the third quarter and $31.43 per barrel for the nine months. Approximately one-half of the
company’s Canadian oil production is hedged: 250 bbls/d of heavy crude is contracted to sell at an LLB Hardisty price of CDN $30.83 per
barrel until February 28, 8004 and 250 bbls/d of medium-gravity oil is contracted until March 31, 2004 at a fixed price for WTI of CDN
$45.60 per barrel before deduction of the related crude oil price differential. Argentinian oil was sold for an average of $36.16 per barrel
during the quarter and $38.23 per barrel for the year-to-date. In the third quarter of 2002 Canadian oil prices averaged only $25.54 per
barrel while Argentinian prices were $28.98 per barrel.

Canadian natural gas prices averaged $4.57 per mef in the third quarter of 2003 and $5.68 per mef for the three quarters of 2003 compared
to $3.22 per mef and $1.89 per mef, respectively, for the same periods in 2002. Argentinian prices remained weak at only $0.26 per mef
year-to-date, about 50 percent of 2002 levels. Prices have been frozen at one peso and were also adversely affected by a stronger Canadian
dollar. Connacher’s average price for gas in the nine months ended September 30, 2003 was $2.92 per mef, 53 percent above 2002 when
prices averaged only $1.90 per mef.

On an oil equivalent basis, prices in the third quarter of 2003 averaged $26.84 per boe, which was 27 percent above last year's $21.20 per
boe. The nine-month 2003 average price of $28.65 per boe was 53 percent higher than last year when it was $18.73 per boe.
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Revenue, Royalties and Net Revenue

September 30
Three Months Ended Nine Months Ended

4 2003 2002 % Change 2003 2002 % Change
(€)]

Petroleum and natural gas sales 2,488,828 1,069,282 133 7,088,504 2,653,973 167

Interest and other income 2,462 5,492 (55) 40,610 16,927 140

2,491,290 1,074,774 132 7,129,114 2,670,900 167

Royalties 471,789 168,772 190 1,317,367 360,210 266

Net revenue 2,019,501 912,008 121 5,811,747 2,310,690 152

Royalty rate (%) 18.9 18.7 20 18.6 13.6 37

Royalty ($) / boe 5.08 3.21 58 5.33 2.54 110

Revenue before royalties in the third quarter of 2003 was 132 percent higher than in the comparable period of 2002, reflecting 83 percent
higher production, a larger oil component and 27 percent higher prices on a boe basis.

For the nine-month period, the 167 percent improvement was even larger than in the third quarter. Commodity prices were 53 percent
higher in 2003 compared to the three quarters of 2008.

During the third quarter, crude oil sales were $2.3 million or 92 percent of petroleum and natural gas sales. Of this amount, 93 percent were
Canadian sales with the balance of seven percent in Argentina. Year-to-date, crude oil sales represent 88 percent of revenue, with 92 percent
of such sales generated in Canada and the balance of eight percent in Argentina.

Natural gas sales represented only eight percent of revenue in the third quarter of 2003 and 12 percent of revenue year-to-date. Connacher
anticipates a much higher natural gas contribution by year-end from new production at Cabri, Saskatchewan. Also, any improvement in very
depressed Argentinian natural gas prices, which are currently regulated at artificially low levels, will favorably influence the contribution
from natural gas sales.

The company’s revenue incorporates the positive impact of the hedges which were described under Production and Pricing.

Royalties during the three months ended September 30, 2003 increased 190 percent to $472,000 from $163,000 in the same period
in 2002. Year-to-date royalties rose 266 percent to $1.3 million compared to only $360,000 in 2002. The increase primarily related to
higher production at higher prices including more “old” oil at Battrum, Saskatchewan following the purchase of these properties in the first
quarter.

Connacher’s royalty rate also increased by 20 percent and 37 percent, respectively, for the third quarter and year-to-date 2003, when
compared to similar periods in 2002. This reflects the Battrum purchase and higher effective royalty rates for this production compared to
the lower-productivity heavy oil wells, which were the major producers for the company in 2002.

Net revenue from oil and natural gas sales in the latest quarter rose 121 percent to $2 million in 2003 compared to $912,000 in the third
quarter 2002. In the year-to-date, net revenue was $5.8 million, a 152 percent improvement on the $2.3 million reported last year.

Operating Expenses
September 30
Three Months Ended Nine Months Ended
2003 2002 % Change 2003 2002 % Change
Total ($) 731,338 392,319 86 1,889,155 1,014,895 86
$/boe 7.89 7.74 2 7.63 7.16 7

Total operating costs in the third quarter 2003 increased 86 percent to $731,000 from $392,000 in the same period in 2002, while unit
costs only increased two percent to $7.89 per boe compared to $7.74 per boe last year. The overall increase reflects higher production
levels.

Year-to-date overall increases largely reflect production increases while unit costs were only seven percent higher at $7.63 per boe in 2003
compared to $7.16 last year. The company’s target is to reduce unit operating costs below $7.00 per boe.
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Operating Netback

A company’s operating netback is an important measurement of its ability to generate cash flow for reinvestment. It also reflects the
company’s production mix (oil versus gas, heavy oil versus light oil, for example), the royalty regime under which it is operating and the
efficiency of field operations. It is a determinant of a company’s recycle ratio when related to current and historical finding and development
costs. Connacher’s operating netback is calculated on an equivalent ($/boe) basis.

September 30
Three Months Ended Nine Months Ended

2003 2002 % Change 2003 2002 % Change
$/boe
Selling Price 26.84 21.20 7 28.65 18.73 53
Royalties 5.08 3.21 58 5.33 2.54 110
Operating Cost 7.89 7.74 2 7.63 7.16 7
Operating Netback 13.87 10.25 35 15.69 9.03 74

The company’s operating netback rose 35 percent in the three months ended September 30, 2003 compared to the same period last year.
Higher selling prices offset the impact of rising royalties and operating costs.

The year-to-date netback was 74 percent higher than last year despite 53 percent higher prices being offset by a doubling of royalties and
seven percent higher operating costs.

Netbacks as a percentage of selling price improved to 55 percent in 2003 year-to-date compared to only 48 percent last year. Improvements
also occurred in the third quarter.

General and Administrative Expenses (G&A)

G&A expenses less other income were essentially on budget at $412,000 in the third quarter of 2003 and were $1.0 million for the nine-
months. This equates to $4.44/boe in the current 2003 quarter and $4.17 for the nine months. The overall increase from $650,000 in
200R2 reflects the expanded scope of Connacher’s operations and includes one-time costs for a head office move, higher regulatory and
listing charges and non-cash charges for stock-based compensation arising from option awards to non-employees. Connacher’s unit cost is
expected to decline as new volumes come onstream later in the year.

Interest and Current Income Taxes

Interest and current taxes totaled $208,000 in the third quarter of 2003, 300 percent above last year. The $593,000 expense for the
current year-to-date represents a 290 percent increase over 2002. This primarily relates to higher debt levels in 2003, as a portion of
Connacher’s capital expenditures were financed with bank borrowings. Interest charges were $2.16 per boe in the nine months of 2003,
reflecting relatively low interest rates with higher capital spending in excess of cash flow, resulting in new borrowings. Cash taxes relate to
operations in Argentina. In Canada, the company continues to have significant tax pools available to shelter income from tax.

Cash Flow From Operations

Cash flow from operations and cash flow per share do not have standardized meanings prescribed by GAAP and therefore may not be
comparable to similar measures used by other companies. Nevertheless, Connacher’s management uses cash flow and cash flow per share
as a performance measurement.

Cash flow from operations more than tripled in the third quarter of 2003 to $745,000 compared to only $234,000 in 2002. For the nine
months, cash flow at $2.3 million was more than four times that achieved in 2002. Cash flow per boe was $8.02 in the 2003 third quarter
compared with only $4.62 last year and $9.48 for the nine months of 2003 compared with only $3.89 last year.

Relative to selling prices, this cash flow represented 30 percent in the third quarter 2003 and 33 percent in the year-to-date period.
Connacher realized economies of scale as well as higher selling prices this year as cash flow per boe was only 20 percent of revenue in the
nine months 200R.

Based on weighted average shares outstanding, cash flow per share for the three months ended September 30, 2003 doubled to $0.02 per
share from $0.01 per share in 2002. For the nine months, cash flow almost tripled to $0.08 per share compared to the $0.03 per share
reported in 2002.

For the third quarter of 2003, weighted average shares outstanding totaled 35.8 million (38.8 million diluted) compared to 1.7 million (basic)
and 21.9 million (diluted) in the second quarter of 2002. For the nine months ended September 30, 2003 the basic weighted average number
of shares outstanding was 30.1 million (31.9 million diluted). At September 30, 2003 there were 36,512,000 common shares outstanding
(44,511,000 fully-diluted) with 5,009,000 shares reserved for outstanding warrants and 2,990,000 shares reserved for issued and unexercised
stock options. At November 10, 2003 there were 36,815,625 shares, 2,900,000 options and 4,795,342 warrants outstanding.
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Depletion, Depreciation and Amortization of Future Site Restoration and Abandonment Costs (DD&A)

These non-cash charges totaled $679,000 in the third quarter of 2003 and $1.8 million for the year-to-date, compared to $187,000 and
$550,000 in the respective 2002 periods. This overall increase reflects 83 percent higher production volumes for the third quarter (75
percent year-to-date) and the expanded cost base of the company’s assets due to its significant growth. Unit costs for the quarter were
$7.32 per boe in 2003 and $7.33 per boe for the nine months. DD&A charges remain reasonable by industry standards and reflect the
ongoing success of Connacher’s programs.

Future Income Taxes
In the third quarter, the company recorded a one-time credit to income of $3 million to recognize the benefit of its available income tax losses
carried forward and differences between the carrying value and tax basis of its property and equipment.

Net Earnings

Connacher experienced its sixth consecutive period of positive earnings in the third quarter of 2003. Earnings were $3.0 million ($0.08 per
share) compared to the $41,000 (nil per share) reported in the third quarter 2002. For the first nine months of 2003, earnings were $3.4
million ($0.11 per share) compared with a loss of $57,000 (nil per share) in the first nine months of 2002.

Capital Spending, Liquidity and Capital Resources

In the third quarter of 2003, capital expenditures were $5.7 million, consisting primarily of the cost of drilling 20 wells at Cabri and
Battrum. Year to date, capital spending totaled $20.8 million, largely for property purchases at Battrum, drilling of new wells and the
purchase of undeveloped acreage. The following table summarizes third quarter and nine month expenditures.

Three Months Ended Nine Months Ended

September 30 September 30

2003 2003

Acquisitions of producing properties 539,850 10,830,649
Land acquisition and retention 172,794 2,633,857
Seismic, research and development 56,520 651,332
Drilling, completions, equipping and workovers 4,779,911 6,472,083
Production facilities - Cabri 114,268 114,268
Administrative assets 52,133 158,009
5,715,476 20,755,198

During the three months ended September 30, 2003 capital expenditures of $5.7 million were funded by cash flow ($745,000), new equity
($1.2 million), new borrowings ($1.3 million), cash ($287,000) with the balance from working capital or trade credit.

During the nine months ended September 30, 2003 capital expenditures of $20.8 million were financed from cash flow ($2.3 million), new
equity ($5.4 million), borrowings ($11.7 million) with the remainder from cash balances and working capital.

Share purchase loans issued to attract senior officers to the company in 2001 in the amount of $347,000 and interest of $21 thousand
were repaid in full when due during 2003.

Excluding bank debt of $13.8 million, at September 30, 2003 Connacher had a working capital deficit of $2.7 million. The company believes
it will generate sufficient cash flow and has sufficient available unutilized credit to discharge short-term obligations which are largely the
result of an aggressive capital program to develop identified low-risk reserves with associated credit capacity.

At September 30, 2003 bank indebtedness stood at $13.8 million with $9.7 million available from an overall credit facility of $23.5 million
as established by the company’s lender. This is comprised of a $17.5 million revolving operating demand loan which declines at $500,000
per month commencing in October 2003 and an undrawn $6 million non-revolving acquisition and development demand loan. Connacher’s
credit facility will be reviewed again before year end and the company has been in compliance with all requisite loan covenants.

Connacher’s philosophy is to remain conservatively financed as it pursues an aggressive growth strategy. Risk adjusted results are generally
expected to generate a debt/forecast cash flow ratio ranging between 1 and 1.5 times. In this manner Connacher can avoid having to either
reduce growth expenditures or sell assets during periods of low commodity prices. This position is reinforced by controlling overhead and
operating costs, efficient capital spending at low finding costs to increase recycle ratios and selective use of hedging as a defensive planning
tool during periods of high commodity prices.

Outlook

Connacher is on the cusp of accelerated growth. Our common shares have appreciated in price and market liquidity has also improved. Our
increased enterprise and asset value has attracted a broader range of investors. This will assist in financing our continued growth. The
company’s reserve base is broader and more diversified which reduces risk. Our move into more active drilling for light oil and natural
gas, financed by growing cash flow and other suitable and available capital sources, should facilitate more favorable capitalization of our
operating and financial results as field and cash flow netbacks improve. In 2004 Connacher forecasts almost 85% of its production will be
from natural gas together with light and medium gravity oil.
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CONNACHER OIL AND GAS LIMITED
Consolidated Balance Sheets

ASSETS

CURRENT
Cash
Accounts receivable
Loan receivable
Prepaid expenses

Future income tax asset

Property and equipment, net (Note 2)
LIABILITIES

CURRENT

Accounts payable
Bank loans (Note 3)

Provision for future site restoration
Note payable

SHAREHOLDERS( EQUITY

Share capital and contributed surplus (Note 4)
Retained earnings

CONNACHER OIL AND GAS LIMITED

September 30, December 31,
2003 2002
$ $
(unaudited) (audited)
151,293 248,949
2,098,831 920,084
121,244 140,820
835,810 174,287
3,207,178 1,484,140
2,484,320 -
27,873,297 8,770,741
33,564,795 10,254,881
5,901,770 2,329,942
13,800,000 2,100,000
19,701,770 4,429,942
250,385 87,797
- 457,806
250,385 545,603
9,702,356 4,778,616
3,910,284 500,720
13,612,640 5,279,336
33,564,795 10,254,881
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CONNACHER OIL AND GAS LIMITED

Consolidated Statements of Operations and Retained Earnings (Depcit)

(unaudited)
September 30
Three months ended Nine months ended
2003 2002 2003 2002
$ $ $ $
REVENUE
Petroleum and natural gas sales 2,488,828 1,069,282 7,088,504 2,653,973
Interest and other income 2,462 5,492 40,610 16,927
2,491,290 1,074,774 7,129,114 2,670,900
Royalties 471,789 162,772 1,317,367 360,210
2,019,501 912,002 5,811,747 2,310,690
EXPENSES
Operating 731,338 392,319 1,889,155 1,014,895
General and administrative 414,567 250,400 1,072,210 649,816
Interest 191,524 31,742 535,642 96,706
Foreign exchange loss (gain) 21,399 (10,858) 34,651 1,580
Depletion and depreciation 678,689 186,599 1,813,348 550,090
2,037,517 850,202 5,345,006 2,313,087
EARNINGS (LOSS) BEFORE INCOME TAXES (18,016) 61,800 466,741 (2,397)
CURRENT INCOME TAXES 16,549 20,337 57,177 54,972
FUTURE INCOME TAXES (Note 5) (3,000,000) - (3,000,000) -
NET EARNINGS (LOSS) 2,965,435 41,463 3,409,564 (57,369)
RETAINED EARNINGS (DEFICIT), BEGINNING OF PERIOD 944,849 (98,832) 500,720 -
RETAINED EARNINGS (DEFICIT), END OF PERIOD 3,910,284 (57,369) 3,910,284 (57,369)
EARNINGS PER SHARE, Basic and Diluted 0.08 - 0.11 -
WEIGHTED AVERAGE NUMBER OF COMMON SHARES
OUTSTANDING
Basic 35,819,677 21,671,239 30,126,881 19,051,051
Diluted 38,817,006 21,913,406 31,936,892 19,293,718
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CONNACHER OIL AND GAS LIMITED
Consolidated Statements of Cash Flows
(unaudited)

CASH FLOWS RELATED TO THE
FOLLOWING ACTIVITIES:

OPERATING
Net earnings (loss)
Items not affecting cash:
Depletion and depreciation
Stock-based compensation
Foreign exchange loss (gain)
Future taxes
Cash yow from operations
Change in non-cash working capital

FINANCING
Increase in share capital
Increase in bank loans
Decrease in note payable

INVESTING

Acquisition and development of oil and gas properties
Change in non-cash working capital

DECREASE IN CASH

CASH, BEGINNING OF PERIOD

CASH, END OF PERIOD

SUPPLEMENTARY INFORMATION & CASH PAYMENTS

Interest
Income taxes

CONNACHER OIL AND GAS LIMITED

September 30
Three months ended Nine months ended
2003 2002 2003 2002
$ $ $ $

2,965,435 41,463 3,409,564 (57,369)
678,689 186,599 1,813,348 550,090
79,200 17,000 87,000 57,000
21,399 (10,858) 34,651 1,580
(3,000,000) - (3,000,000) -
744,723 234,204 2,344,563 551,301
(941,438) (2,873) (2,831,635) (183,399)
(196,715) 231,331 (487,072) 367,902
1,175,638 (25,500) 5,352,420 1,235,770
1,300,000 1,400,000 11,700,000 1,675,000
- (11,936) (457,806) (34,688)
2,475,638 1,362,564 16,594,614 2,876,082
(5,715,476)  (1,941,405) (20,755,198)  (5,246,753)
3,149,210 304,300 4,550,000 1,326,300
(2,566,266)  (1,637,105) (16,205,198)  (3,920,453)
(287,343) (43,210) (97,656) (676,469)
438,636 130,588 248,949 763,847
151,293 87,378 151,293 87,378
191,524 31,742 535,642 96,706
3,430 2,350 9,980 8,325
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CONNACHER OIL AND GAS LIMITED
Notes to the Consolidated Financial Statements
Period Ended September 30, 2003 and 2002 (unaudited)

1. SIGNIFICANT ACCOUNTING POLICIES

These interim pnancial statements follow the same accounting policies and methods as the most recent annual pnancial statements
but do not include all of the disclosures included in the companyis annual consolidated pnancial statements. These interim
pnancial statements should be read in conjunction with the most recent annual pnancial statements and notes included in the
companyts annual report for the year ended December 31, 2002.

2. ACQUISITIONS

In 2003 the company completed two oil and gas property acquisitions in the Battrum area of SW Saskatchewan from arms-
length parties.

The prst acquisition was for $7 million. It was effective December 1, 2002 and closed on January 31, 2003. The second
acquisition was for $2.9 million. It was effective January 1, 2003 and closed on February 28, 2003.

Cash consideration was paid for each acquisition, funded by available cash, bank debt and from the proceeds of a private
placement pnancing completed in March 2003.

Net operating income earned on acquired properties between effective and closing dates is credited to the purchase price and
is subject to pnal audited closing adjustments.

3. BANK LOANS

At September 30, 2003 the company had the following loan facilities: a $17.5 million Revolving Reducing Demand Loan (LOC),
at bank prime + 3/8 %; and a $6 million Non-Revolving Acquisition / Development Demand Loan (AD Line), at bank prime +
ij percent. These facilities are secured by a $50 million pxed and yoating charge debenture and a general assignment of
book debts. At September 30, 2003, the following amounts were drawn on these facilities: $13.8 million on the LOC and nil
on the AD Line.

4. SHARE CAPITAL AND CONTRIBUTED SURPLUS

Authorized

The authorized share capital consists of the following:
Unlimited number of common voting shares

Unlimited number of prst preferred shares

Unlimited number of second preferred shares

Issued

Only common shares have been issued by the company.

Number Amount
of Shares $
Share capital, December 31, 2002 24,175,334 4,673,083
Issued for cash by private placements (a) 4,542,155 2,043,970
Issued upon exercise of options (b) 344,000 77,300
Issued upon exercise of warrants (c) 7,450,036 3,032,014
Tax effect of expenditures renounced pursuant to the
issuance of yow through common shares (d) (575,680)
Share issue costs (188,104)
Tax effect of share issue costs 60,000
Repayment of Share Purchase Loans and interest (e) 368,240
Share capital, September 30, 2003 36,511,525 9,490,823
Contributed Surplus
Stock-based compensation (b) 211,533
Share capital and contributed surplus,
September 30, 2003 9,702,356
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CONNACHER OIL AND GAS LIMITED
Notes to the Consolidated Financial Statements
Period Ended September 30, 2003 and 2002 (unaudited)

4.

SHARE CAPITAL AND CONTRIBUTED SURPLUS (Continued)

(@

(b)

Private Placement - 2003

In March 2003 the company issued 4,542,155 units, consisting of one common share and one share purchase warrant,
at a price of $0.45 per unit. Each share purchase warrant entitles the holder to purchase one additional common share
from treasury at a price of $0.50 per share any time before February 28, 2005. A nominal value has been ascribed to
the warrants for accounting purposes; 380,000 of the warrants have been exercised during this nine month period. As
partial compensation for distributing the private placement, selling agents were issued 227,107 share purchase warrants
on the same terms.

Stock Options

A summary of the companyts outstanding stock option grants for the nine months ended September 30, 2003 is presented
below:

Number Weighted Average

of Shares Exercise Price ($)

Outstanding, Beginning of period 2,324,000 0.31
Granted 1,010,000 0.65
Exercised (344,000) (0.22)
Outstanding, end of period 2,990,000 0.43

All options have been granted for a period of pve years and are fully vested and exercisable at September 30, 2003
as described in the table below. No additional options were reserved for issuance.

Number Weighted Average Remaining
Range of Exercise Prices QOutstanding Contractual Life (Years)
$0.20 - $0.30 1,200,000 33
$0.31 - $0.50 1,120,000 4.1
$0.51 - $0.75 670,000 45
2,990,000

In 2002 the company adopted the new Canadian Institute of Chartered Accountants Handbook recommendations in
section 3870 on accounting for and reporting stock-based compensation.

During 2003 a compensatory non-cash expense of $87,000 was recorded in general and administrative expenses,
reyecting the fair value of share options granted during the period to non-employees. Additionally, $19,000 was
recognized in Contributed Surplus, reyecting the fair value of 227,107 share purchase warrants granted during the year
to selling agents as partial compensation for a private placement pnancing completed in the prst quarter of 2003.

Based on intrinsic value calculations at the date of granting stock options, no compensation costs are recognized in the
consolidated pnancial statements for stock options granted to employees and directors. The following table provides pro
forma measures of net earnings and net earnings per common share had such compensation expense been recognized for
stock options granted to employees and directors based on fair values at date of grant.

Three months ended Nine months ended
September 30, 2003 September 30, 2003
As Reported Pro Forma As Reported Pro Forma
$ $ $ $
Net earnings 2,965,435 2,867,580 3,409,564 3,269,564
Per Share
Weighted average basic 0.08 0.08 011 0.11
Weighted average diluted 0.08 0.07 0.11 0.10

The fair value of each option granted is estimated on the date of grant using the Black-Scholes option-pricing model with
weighted average assumptions for grants in the third quarter are as follows:

Risk free interest rate 3%
Expected option life 3 years
Expected volatility 53%

The weighted average fair value at the date of grant of options granted to employees and directors in the nine month
period was $0.21 per option.
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CONNACHER OIL AND GAS LIMITED
Notes to the Consolidated Financial Statements
Period Ended September 30, 2003 and 2002 (unaudited)

4.

SHARE CAPITAL AND CONTRIBUTED SURPLUS (Continued)
(c) Warrants

In the current year 7,450,036 warrants were exercised for cash proceeds of $3,032,014, which were received by the
company. At September 30, 2003, the company had 5,009,442 warrants outstanding to purchase common shares from
treasury as follows:

() 600,180 common shares at $0.50 per share until their expiry on June 20, 2004; and
(if) 4,409,262 common shares at $0.50 per share until their expiry on February 28, 2005.

(d) Inthe current year, the company incurred all of its $1.4 million resource expenditure commitment related to its yow through
shares issued and recognized the tax effect of these expenditures.

(e) During the current year Share Purchase Loans of $347,000 together with interest of $21,240 were repaid.
(f)  Per share amounts

The calculation of weighted average diluted shares outstanding include the impact of all outstanding options and
warrants.
FUTURE INCOME TAXES
Based on company performance and future prospects, a decision was made in the third quarter to recognize the benept of its
available income tax losses carried forward and differences between the carrying value and tax basis of its property and
equipment.
COMMITMENTS AND GUARANTEES
The company has various guarantees and indemnipcations in place in the ordinary course of business, none of which are
expected to have a signipcant impact on the companyis pnancial statements or operations.
SEGMENTED INFORMATION

The company has operations in Canada and Argentina; all operating activities are related to exploration, development and
production of petroleum and natural gas.

Canada Argentina Total
$

Three months ended September 30, 2003
Revenue, net of royalties 1,869,401 150,100 2,019,501
Net earnings 2,945,522 19,913 2,965,435
Property and equipment 27,769,148 104,149 27,873,297
Capital expenditures 5,703,444 12,032 5,715,476
Total assets 33,005,787 559,008 33,564,795

Nine months ended September 30, 2003

Revenue, net of royalties 5,340,242 471,505 5,811,747
Net earnings 3,353,873 55,691 3,409,564
Property and equipment 27,769,148 104,149 27,873,297
Capital expenditures 20,632,989 122,209 20,755,198
Total assets 33,005,787 559,008 33,564,795

Three months ended September 30, 2002
Revenue, net of royalties 793,222 118,780 912,002
Net earnings (loss) (25,409) 66,872 41,463
Property and equipment 7,325,079 1 7,325,080
Capital expenditures 1,941,405 - 1,941,405
Total assets 7,989,676 370,646 8,360,322

Nine months ended September 30, 2002

Revenue, net of royalties 1,921,357 389,333 2,310,690
Net earnings (loss) (232,394) 175,025 (57,369)
Property and equipment 7,325,079 1 7,325,080
Capital expenditures 5,246,753 - 5,246,753
Total assets 7,989,676 370,646 8,360,322
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CONNACHER OIL AND GAS LIMITED
Notes to the Consolidated Financial Statements
Period Ended September 30, 2003 and 2002 (unaudited)

Selected Quarterly Information (unaudited):

2002 2003
Three Months Ended Mar 31 June 30 Sept 30 Dec 31 Mar 31 June 30 Sept 30
Financial Highlights
($000 except per share amounts)
Petroleum and natural gas sales 673 912 1,069 1,623 2,129 2471 2,489
Cash yow from operations 60 257 234 496 799 821 745
Per share @ basic and diluted - 0.02 0.01 0.02 0.03 0.03 0.02
Net earnings (127) 28 41 559 272 172 3,065
Per share & basic and diluted - - - 0.03 0.01 0.01 0.08
Capital Spending 4,623 1,182 1,941 1,268 10,768 4271 5715
Bank debt 1,729 450 1,850 2,100 10,650 12,500 13,800
Working capital depciency (surplus) (313) 658 1,008 846 864 179 2,695
Note payable 494 477 465 458 - - -
Net debt 1,910 1,585 3,323 3,404 11,514 12,679 16,495
Shareholdersi equity 2,613 3,560 3,228 5,279 7,447 9,718 13,613
Common Share Information
Shares outstanding at end of period (000) 17,971 21,671 21,671 24,175 28,717 34,082 36,512
Weighted average shares outstanding for
the period
Basic (000) 17,013 18,426 21,671 22,408 25,021 29,421 35,820
Diluted (000) 17,013 18,426 22,443 23,626 25,528 31,945 38,817
Volume traded during quarter (000) 106 231 191 418 6,031 8,342 10,027
Common share price ($)
High 0.42 0.42 0.68 0.58 0.45 0.76 0.87
Low 0.20 0.26 0.25 0.32 0.31 0.40 0.65
Closing 0.38 0.35 0.50 0.43 0.42 0.71 0.75
Production
Natural gas (mcf/d) 1,340 1,536 1,123 1,462 1,216 1,033 1,012
Crude oil (bbl/d) 237 288 364 469 582 752 839
Total (boe/d) (6:1) 460 544 551 713 785 924 1,008
Pricing
Crude Oil ($/bbl) 22.17 23.63 25.97 27.36 32.22 33.10 29.40
Natural gas ($/mcf) 1.65 2.09 1.93 3.29 4,03 2.18 2.35
Selected Highlights ($/boe)
Weighted average sales price 16.38 1851 21.20 25.24 30.15 29.37 26.84
Royalties, net of ARTC 217 217 321 3.62 5.78 5.20 5.08
Operating expenses 7.63 6.18 7.74 9.31 751 7.46 7.89
Netback 6.58 10.16 10.25 1231 16.86 16.71 13.87
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