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FORWARD LOOKING STATEMENTS

Certain statements in this Annual Information Form are "forward looking statements". Forward looking
statements are frequently characterized by words such as "plan", "expect", "project", "intend", "believe",
"anticipate", "estimate", or other similar words, or statements that certain events or conditions "may" or "will" occur.
Forward looking statements are not based on historical facts but rather on Management's expectations regarding the
Corporation's future growth, results of operations, production, future capital and other expenditures (including the
amount, nature and sources of funding thereof), competitive advantages, plans for and results of drilling activity,
environmental matters, business prospects and opportunities. Such forward looking statements reflect
Management's current beliefs and assumptions and are based on information currently available to Management.
Forward looking statements involve significant known and unknown risks and uncertainties. A number of factors
could cause actual results to differ materially from the results discussed in the forward looking statements including
risks associated with the impact of general economic conditions, industry conditions, governmental regulation,
volatility of commodity prices, currency fluctuations, imprecision of reserve estimates, environmental risks,
competition from other industry participants, the lack of availability of qualified personnel or management, stock
market volatility and ability to access sufficient capital from internal and external sources, the risks discussed under
"Risk Factors" and elsewhere in this Annual Information Form and in the Corporation's other public disclosure
documents, and other factors, many of which are beyond the control of the Corporation. Although the forward
looking statements contained in this Annual Information Form are based upon assumptions which Management
believes to be reasonable, the Corporation cannot assure investors that actual results will be consistent with these
forward looking statements. Assumptions relating to the reserves and resources of the Corporation are discussed
under "Oil and Gas Reserves and Resources". These forward looking statements are made as of the date of this
Annual Information Form, and the Corporation assumes no obligation to update or revise them to reflect new events
or circumstances, except as required by law. Because of the risks, uncertainties and assumptions inherent in forward
looking statements, prospective investors in the Corporation's securities should not place undue reliance on these
forward looking statements. See "Risk Factors".

ABBREVIATIONS AND DEFINITIONS

In this Annual Information Form, the abbreviations set forth below have the following meanings:

" bbl" barrels " mcf" 1,000 cubic feet
" bbl/d" barrel or barrels per day " mcf/d" 1,000 standard cubic feet per day
" bcf" 1 billion cubic feet " mmcf" 1,000,000 cubic feet
" boe" Barrels of oil equivalent " mmcf/d" 1,000,000 cubic feet per day
" boe/d" Barrel or barrels of oil equivalent

per day
" mmstb"
" mmbtu"

1,000,000 stock tank barrels
1,000,000 British thermal units

" mboe" 1,000 barrels of oil equivalent " NGL" Natural gas liquids
" mbbl" 1,000 barrels

Note: For the purposes of this document, 6 mcf of natural gas and 1 boe of NGL each equal 1 bbl of oil. BOEs
may be misleading, particularly if used in isolation. A boe conversion ratio of 6 mcf:1 bbl is based on an
energy equivalency conversion method primarily applicable at the burner tip and does not represent a value
equivalency at the wellhead.

"2P" means the proved and probable reserve categories as defined in the COGE Handbook;

"3P" means the proved, probable and possible reserve categories as defined in the COGE Handbook;

"ABCA" means the Business Corporations Act (Alberta), S.A. 2000, c. B-9, together with any amendments thereto
and all regulations promulgated thereunder;

"COGE Handbook" means the Canadian Oil and Gas Evaluation Handbook prepared by The Society of Petroleum
Evaluation Engineers (Calgary Chapter) and the Canadian Institute of Mining Metallurgy & Petroleum (Petroleum
Society);
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"Common Shares" or "Connacher Shares" means the common shares in the share capital of the Corporation;

"Connacher" or the "Corporation" means Connacher Oil and Gas Limited and its subsidiaries;

"Connacher D& M Repor t" means the independent engineering evaluation of the oil and natural gas interests of the
Corporation prepared by DeGolyer and MacNaughton Canada Ltd. ("D& M"), independent petroleum engineering
consultants of Calgary, Alberta, dated March 8, 2006 and effective December 31, 2005;

"D& M Repor ts" means collectively the Connacher D&M Report and the Petrolifera D&M Report;

"GLJ Reserve Repor t" means the independent engineering evaluation of the bitumen reserves of the Corporation
prepared by GLJ Petroleum Consultants Ltd. ("GLJ"), independent petroleum engineering consultants of Calgary,
Alberta, dated March 16, 2006 and effective December 31, 2005;

"Holly" means Holly Corporation;

"Luke" means Luke Energy Ltd.;

"Luke Acquisition" means the acquisition by Connacher of all the outstanding common shares of Luke by way of a
business combination under a Plan of Arrangement;

"Luke GLJ Repor t" means the independent engineering evaluation of the oil and natural gas interests of Luke
prepared by GLJ, independent petroleum engineering consultants of Calgary, Alberta, dated March 7, 2006 and
effective December 31, 2005;

"Luke Shares" means the common shares in the share capital of Luke;

"MRC" means Montana Refining Company;

"MRC Acquisition" means the acquisition by Connacher of an 8,300 bbl/d refinery situated in Great Falls, Montana
operated by Holly's Montana Refinery Company;

"Management" means management of the Corporation;

" NI 51-101" means National Instrument 51-101 - Standards of Disclosure for Oil and Gas Activities;

"Petrolifera" means Petrolifera Petroleum Limited;

"Petrolifera AIF" means the annual information form of Petrolifera for the year ended December 31, 2005 dated
March 28, 2006;

"Petrolifera D& M Repor t" means the independent engineering evaluation of the crude oil and natural gas interests
of Petrolifera prepared by D&M, independent petroleum engineering consultants of Calgary, Alberta, dated
March 20, 2006 and effective December 31, 2005;

"Puesto Morales Concession" or "Concession" means the interests in the Puesto Morales and Rinconada blocks in
the Neuquén Basin in Argentina;

"Reserve Repor ts" means the GLJ Reserve Report and the Connacher D&M Report;

"SAGD" means steam-assisted gravity drainage;

"SOR" means steam-oil ratio;
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"Seaton-Jordan Repor t" means the independent evaluation of the Canadian undeveloped land acreage of the
Corporation prepared by Seaton-Jordan & Associates Ltd. ("Seaton-Jordan"), independent mineral management
consultants of Calgary, Alberta, dated February 14, 2006 and effective December 31, 2005; and

"TSX" means the Toronto Stock Exchange.

In this Annual Information Form, references to "dollars" and "$" are to the currency of Canada, unless
otherwise indicated.
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THE CORPORATION

Incorporation and Organization

The Corporation was formed on July 3, 1997 through the amalgamation pursuant to the ABCA of Petro
Power Energy Inc. and Justinian Explorations Ltd. and continued as Justinian Explorations Ltd., a public corporation
listed on the TSX Venture Exchange. On January 23, 2001 the outstanding Connacher Shares were consolidated on
a ten-for-one basis and the name of the Corporation was changed to Connacher Oil and Gas Limited. Trading in the
Connacher Shares under the symbol "CLL" commenced on the TSX Venture Exchange on March 23, 2001. This
listing was surrendered on August 1, 2003 when the Corporation graduated to and commenced trading on the TSX.

As of December 31, 2005, the Corporation had three wholly-owned subsidiaries, 6492894 Canada Inc., a
corporation incorporated under the Canada Business Corporations Act, Great Divide Oil Corporation, a corporation
incorporated under the ABCA, and COGL Resources Ltd., a corporation incorporated pursuant to the Business
Corporations Act (Saskatchewan). 6492894 Canada Inc. was incorporated for the sole purpose of participating in
the Luke Acquisition. The Corporation also has a significant equity interest in Petrolifera. See "Business of the
Corporation - Ownership of Petrolifera".

The Corporation has its head and principal office at Suite 2600, 530 – 8th Avenue S.W., Calgary, Alberta,
T2P 3S8 and its registered office at 3700, 400 Third Avenue S.W., Calgary, Alberta, T2P 4H2.

The following chart illustrates the Corporation's organizational structure as at December 31, 2005:

Connacher Oil and Gas Limited
(Alberta)

Great DivideOil
Corporation

(Alberta)

COGL Resources Ltd.
(Saskatchewan)

6492894 Canada Inc.
(Canada)

100%100%

100%

Subsequent to December 31, 2005 the Corporation incorporated the following four subsidiaries:
Connacher Finance Corporation and Great Divide Holding Corporation, each of which are incorporated under the
laws of Alberta, and Montana Refining Company, Inc. and Great Divide Pipeline Corporation, each of which are
incorporated under the laws of Delaware.

On January 1, 2006 Connacher amalgamated with COGL Resources Ltd. pursuant to the ABCA. On
March 16, 2006, the Corporation and Great Divide Oil Corporation created Great Divide Oil Sands L.P. for the
purposes of holding all of the Corporation's oil sands leases and related assets.

The following chart illustrates the Corporation's organizational structure as of the date of this Annual
Information Form:
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Connacher Oil and Gas Limited
(Alberta)

6419101 Canada Inc.
(Canada)

Connacher FinanceCorporation
(Alberta)

LukeEnergy
Partnership

LukeEnergy Ltd.
(Canada)

Great DivideOil Corporation
(Alberta)

Great DivideHolding Corporation
(Alberta)

Great Divide
Oil Sands
Limited

Partnership

Great DividePipelineCorporation
(Delaware)

Montana Refining Company, Inc.
(Delaware)

100% 100%

100%

1%

100%

99%

100% 100%

99.99%

0.01%

100%

General Development of theCorporation

In January 2003, Connacher completed a $7.3 million acquisition of certain oil and natural gas reserves,
production and undeveloped land in the Battrum, Steelman and Cypress Hills areas of Saskatchewan from a large
Canadian independent producer. The transaction had an effective date of December 1, 2002 and was financed from
the Corporation's credit facility with a Canadian chartered bank.

In February 2003, the Corporation completed a further acquisition in the Battrum area for a purchase price
of $3.1 million from an arm's length vendor. The purchase was effective January 1, 2003 and was also financed
from the Corporation's credit facility with a Canadian chartered bank.

The Corporation completed a private placement offering in March 2003 of 4,542,155 units comprised of
one Common Share and one Common Share purchase warrant at $0.45 per unit for gross proceeds of $2.04 million.

Connacher acquired a 100% working interest in 12,320 acres of petroleum and natural gas rights in the
Cabri/Shackleton region of south-western Saskatchewan in April 2003. The lands were prospective for shallow
natural gas accumulations and were within the Corporation's core areaof Battrum.

The Corporation completed a private placement offering in December 2003 of 5,162,000 Common Shares
at a price of $1.05 per Common Share, and 3,703,800 flow-through Common Shares at a price of $1.35 per flow-
through Common Share for aggregate gross proceeds of $10.4 million.

Throughout 2003, a total of 7,785,636 Common Share purchase warrants and broker warrants and 534,000
stock options were exercised, resulting in the Corporation receiving cash proceeds of $3.3 million.

The Corporation sold its conventional heavy oil properties at Islay and Lloydminster in eastern Alberta, and
its Cabri North natural gas properties and related undeveloped shallow gas rights under approximately 35,000 net
acres in south-west Saskatchewan in two separate transactions which were completed in July 2004 for aggregate
gross proceeds of $17.8 million. Proceeds from these sales were used to repay bank debt and trade payables.

In November 2004, the Corporation acquired the 50% working interest it did not already own in the Puesto
Morales Concession in Argentina and immediately thereafter sold its 100% working interest to its then subsidiary,
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Petrolifera, for eight million common shares of Petrolifera and a $4 million promissory note. Prior to Petrolifera's
purchase of those assets, Petrolifera completed a $1.5 million equity financing issuing units comprised of one
common share of Petrolifera and one common share purchase warrant of Petrolifera and used $1.25 million of the
net proceeds to reduce its promissory note indebtedness to the Corporation to $2.75 million. As a consequence of
Petrolifera's equity financing, the Corporation's equity interest in Petrolifera was reduced to 61%. This equity
interest further reduced to 40% in March 2005, upon the completion of another equity financing by Petrolifera,
which raised $7 million by issuing units comprised of one common share of Petrolifera, one half of one common
share purchase warrant of Petrolifera and a right. Of the gross proceeds, $2 million was used to reduce the
promissory note indebtedness owing to Connacher to $750,000.

In December 2004, Connacher completed an equity offering of 30,000,000 Common Shares and
11,706,663 flow-through Common Shares, for aggregate gross proceeds of $21.3 million. Proceeds from the
financing were used to repay all of the Corporation's indebtedness and provide working capital.

Throughout 2004, a total of 1,442,155 Common Share purchase warrants and broker warrants and 575,000
stock options were exercised, resulting in the Corporation receiving cash proceeds of $945,000.

Commencing in the third quarter of 2005, based upon Connacher's then equity interest in Petrolifera and as
a result of the election of independent directors to the board of directors of Petrolifera and certain other factors,
Connacher was no longer considered to control Petrolifera and, accordingly, Connacher discontinued consolidating
Petrolifera's accounts with Connacher's financial results and began accounting for its investment in Petrolifera on an
equity basis.

In September 2005, Connacher completed a public financing on a "bought-deal" basis of 27,027,400
Connacher Shares at a price of $1.85 per share. An additional 13,513,600 Connacher Shares were issued to the
underwriters in connection with such financing upon exercise of their over-allotment option for total gross proceeds
of $75,000,850. Proceeds from the financing were used to fund development of Connacher's Great Divide oil sands
project and for general corporate purposes.

Petrolifera completed an initial public offering of its common shares and warrants in November 2005.
Following completion of the initial public offering (and after giving effect to Connacher's investment of $6 million
in securities offered pursuant to the initial public offering), Connacher held an undiluted 35% equity interest (26%
equity interest on a fully-diluted basis) in Petrolifera, reduced from a 40% equity interest Connacher held in
Petrolifera prior to completion of the initial public offering and a 61% equity interest as at December 31, 2004.

In December 2005, Connacher completed the sale to a syndicate of underwriters of 5,000,000 flow-through
Common Shares at a price of $3.00 per share. Net proceeds from this financing will be used by Connacher to incur
eligible Canadian exploration expenses and, in that regard, primarily to further delineate and define Connacher's
Great Divide oil sands properties through the drilling of additional core holes and shooting additional 3-D seismic.

In December 2005, Connacher and Luke entered into a binding letter agreement pursuant to which
Connacher agreed to acquire the outstanding common shares of Luke by way of a business combination under a
proposed plan of arrangement. In February 2005 Connacher, Luke and 6492894 Canada Inc. entered into an
arrangement agreement that set out the terms pursuant to which Connacher was to complete the Luke Acquisition.
The Luke Acquisition was completed in March 2006 resulting in the payment of approximately $91.5 million and
the issuance form treasury of approximately 30 million Connacher Shares to Luke shareholders.

In December 2005, Connacher entered into an exclusivity agreement with MRC, a subsidiary of Holly to
negotiate the terms of a purchase and sale agreement to acquire an 8,300 bbl/d refinery situated in Great Falls,
Montana operated by Holly's Montana Refinery Company. In January 2006 Connacher entered into a further
agreement with MRC and Holly extending the term of the exclusivity agreement. On March 2, 2006 Montana
Refining Company, Inc., a wholly-owned subsidiary of the Corporation, signed an asset purchase agreement
pursuant to which it will complete the MRC Acquisition. The consideration for the purchase is approximately
US$55 million, comprised of cash and one million Common Shares to be issued from treasury. Closing of the MRC
Acquisition is expected to occur on or before March 31, 2006. See "Forward Looking Statements" and "Risk
Factors".
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Throughout 2005, a total of 3,791,705 Common Share purchase warrants and broker warrants and 981,000
stock options were exercised, resulting in the Corporation receiving cash proceeds of $2,652,296.

Trends

There are some trends that have been developing in the oil and gas industry during the past two years.

The first trend is the consolidation that the industry has been experiencing. Consolidation has affected
companies of all sizes from the small emerging companies to the senior integrated companies. Because of the
relatively high commodity prices in the industry in recent history and the increased demand for producing
properties, the trend in the industry is for larger entities to continue to acquire smaller entities. Oil and gas royalty
trusts have also been a significant acquirer of producing oil and gas properties and companies.

The second trend is the significant access to external capital that the industry has been experiencing. Oil
and gas royalty trusts have become increasingly popular and have been able to access significant capital. As well,
numerous junior oil and gas companies have had access to debt and equity capital which they have invested in both
acquisition and exploration activities.

The third trend is the focus on Canada's oil sands deposits. In 2005 the market for crude oil saw record
high prices which persisted in the context of volatile geopolitical conditions, largely related to the war in Iraq.
Strong demand growth and the forecast of continued growth from China, India and other developing nations also
contributed to the quantum jump in crude oil prices. These strong prices brought into focus the relentless issue of
reserve replacement and the continuing debate about the reliability of supply from established petroleum-producing
regions. These rising oil prices and the need for dependable long-term supplies coalesced during 2005 and brought
Canada’s oil sands deposits into focus. The unofficial oil sands "press index" reached an all-time high, with
financial papers reporting almost relentlessly on the projects under development and the potential importance to
North American certainty of supply of the oil sands. As a result of the foregoing there was a significant increase in
the prices being paid for oil sands properties in 2005.

A fourth trend is the high level at which the industry is operating and the resulting intense competition for
services and personnel to meet corporate capital expenditure programs. See "Risk Factors".

BUSINESS OF THE CORPORATION

The Corporation is engaged in the exploration for, and the development, production and marketing of,
crude oil and natural gas. The Corporation's principal properties are oil sand leases located in the Divide region,
south-west of Fort McMurray, Alberta. It also holds producing and non-producing properties at Battrum, Tompkins
and Steelman, all in Saskatchewan, and a significant equity interest in Petrolifera. Subsequent to December 31,
2005, the Corporation acquired all of the outstanding shares of Luke. Luke's principal properties are located in
Marten Creek and Three Hills, both in Alberta. See "Significant Acquisition".

Pr incipal Proper ties

The following paragraphs describe the Corporation's principal properties. Readers are cautioned that the
estimates of reserves and future net revenue for individual properties may not reflect the same confidence level as
estimates of reserves and future net revenue for all properties, due to the effects of aggregation.

Battrum, Saskatchewan

The Corporation holds interests ranging from 75% to 100% in unitized and non-unitized lands in the
Battrum region of south-western Saskatchewan. The Corporation is the operator of the properties which produce
medium gravity crude oil. The properties were acquired in two transactions with effective dates of December 1,
2002 and January 1, 2003 which were completed on January 31, 2003 and February 28, 2003, respectively. For the
year ended December 31, 2005 the Corporation's production from this area averaged 678 bbls/d and current
production is approximately 700 bbls/d. There are presently 43 (39.8 net) producing oil wells and no producing gas
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wells in this area, which comprises 26,922 gross (26,695 net) acres. At December 31, 2005 the Connacher D&M
Report estimates the Corporation's working interest share of crude oil reserves to be 2,105 million bbls of oil, of
which 1,396 million bbls is proved.

Great Divide, Alberta

The Corporation owns a 100% working interest in 110 sections (70,400 acres) of oil sands leases at its
Great Divide project in the Divide area of north-eastern Alberta. Several oil accumulations in the McMurray
formation have been identified on the leases.

At December 31, 2005 the GLJ Reserve Report estimated the Corporation's proved plus probable plus
possible recoverable reserves to be 108.3 million barrels for one such accumulation, referred to by the Corporation
as "Pod One". This estimate was based on core hole drilling in the winters of 2004 and 2005 and a 3-D seismic
program shot over Pod One in March 2005 that assisted in identifying the size and geometry of the accumulation.
All geological, geophysical, engineering and environmental data was integrated into a resource study which formed
the basis for an application submitted by the Corporation in August, 2005 to the Alberta Energy and Utilities Board
and Alberta Environment to drill and produce from the accumulation at a targeted rate of up to 10,000 bbl/d.
Subject to receipt of regulatory approvals, development of the accumulation is planned for early 2007.

In 2005, seven additional core holes were drilled on what the Corporation labels "Pod Three", situated on
Connacher's land south-west of Pod One. Three other accumulations have been identified and further evaluation
work including core holes and seismic is ongoing during the first quarter of 2006. Evaluation and interpretation of
this new data will take place in the second and third quarters of 2006.

Ownership of Petrolifera

As of the date of this Annual Information Form Connacher owns an undiluted 30.8% equity interest in
Petrolifera. Petrolifera commenced a drilling program in late 2005 and has since completed six wells in its 100%
owned Puesto Morales Concession located in the Neuquén Basin in Argentina and has made six significant light
crude oil discoveries.

Petrolifera is a publicly traded crude oil and natural gas exploration and production company active in
Argentina and Peru with its common shares listed for trading on the TSX under the symbol "PDP". Connacher
discontinued consolidating Petrolifera's accounts with Connacher's financial results commencing in the third quarter
of 2005 and now accounts for its investment in Petrolifera on an equity basis. See "The Corporation - General
Development of the Corporation". As of the date hereof, Connacher owns 11.4 million common shares of
Petrolifera, warrants to purchase 1.7 million common shares of Petrolifera and options to purchase 200,000 common
shares of Petrolifera. Based on the closing trading price of Petrolifera on March 27, 2006 of $12.80, Connacher's
ownership of common shares of Petrolifera (excluding common shares issuable upon the exercise of options and
warrants) represents a $146 million investment.

Petrolifera has forecasted an active drilling and facility installation program during 2006, including
initiation of exploration activity on its significant acreage in Peru and drilling of up to 24 new wells on its
Argentinean acreage.

Pursuant to NI 51-101 the Corporation is required to state the Corporation's share of Petrolifera's oil and
gas reserves, future net revenue and costs incurred during 2005 separately from its own corresponding reserves data
and other oil and gas information. Set out in Schedule C to this Annual Information Form is a summary of the
Corporation's 33.2% interest in Petrolifera's oil and gas reserves and future net revenue as at December 31, 2005 as
evaluated by D&M in the Petrolifera D&M Report. The Petrolifera D&M Report was prepared using assumptions
and methodology guidelines outlined in the COGE Handbook and in accordance with NI 51-101. The pricing used
in the forecast and constant price evaluations is set forth in the notes to the tables. All of the reserves assigned to
Petrolifera in the Petrolifera D&M Report are located in the Puesto Morales Concession in Argentina. Readers are
cautioned that as a result of the exercise of any outstanding options and warrants of Petrolifera and the issuance by
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Petrolifera of additional securities, the Corporation's interest in Petrolifera's reserves will decrease, unless the
Corporation participates in such issuances of securities.

The attached Schedule C has been prepared based on the publicly disclosed information that is contained in
the Petrolifera AIF. For additional information beyond what is set forth in Schedule C reference should be made to
the Petrolifera AIF which is posted on SEDAR (www.sedar.com) and is not incorporated by reference in this Annual
Information Form.

OIL AND GAS RESERVES AND RESOURCES

Connacher engaged GLJ and D&M to prepare reports relating to the Corporation's reserves and resources
as at December 31, 2005. The information set forth below relating to the Corporation's reserves and resources
constitutes forward looking statements which are subject to certain risks and uncertainties. See "Forward Looking
Statements" and "Risk Factors".

Oil and Gas Reserves

Connacher's crude oil and natural gas reserves are primarily located in south-west and south-east
Saskatchewan. Connacher's bitumen reserves are located in the Great Divide region. Set out below is a summary of
the crude oil, natural gas and bitumen reserves and the value of future net revenue of the Corporation as at
December 31, 2005 as evaluated by D&M in the Connacher D&M Report, in the case of the crude oil and natural
gas reserves, and as evaluated by GLJ in the GLJ Reserve Report, in the case of the bitumen reserves. The
preparation date of the Connacher D&M Report is March 8, 2006 and the preparation date of the GLJ Reserve
Report is March 16, 2006. The pricing used in the forecast and constant price evaluations is set forth in the notes to
the tables.

Under NI 51-101, proved reserve assignments are based on a 90% probability that total quantities
recovered will equal or exceed proved reserve estimates. Proved plus probable reserves are the most likely case and
are based on a 50% probability that they will equal or exceed estimates.

GLJ Reserve Report

The following is a summary of the bitumen reserves and the value of future net revenue of the Corporation
as at December 31, 2005 as evaluated by GLJ in the GLJ Reserve Report. The GLJ Reserve Report was prepared
using assumptions and methodology guidelines outlined in the COGE Handbook and in accordance with NI 51-101.
The pricing used in the forecast and constant price evaluations is set forth in the notes to the tables.

Reserves were only assigned to Pod One, in the 2P and 3P categories, although no proved reserves were
assigned pending start-up of production. The study assumed 45 SAGD well pairs for the 2P case and 74 well pairs
for the 3P case, with cumulative SORs of 2.6 in both cases, but declining to 2.3 during peak production periods.
The cutoffs used by GLJ for probable reserves were 15 metres of net pay for 2P reserves and 10 metres of net pay
for 3P reserves.

The evaluations based on constant pr ices and costs utilize a net bitumen pr ice der ived from pr icing
data posted as of December 31, 2005. Although December 31, 2005 pr ices are utilized, production of bitumen
is not anticipated to commence until 2007. Accordingly, if product pr ices from which the net bitumen pr ice is
der ived decline, then the present value of future net revenue associated with reserves and the associated
reserves volumes will be less than those estimated in the GLJ Reserve Repor t and such reductions may be
significant. All evaluations of future revenue are after the deduction of royalties, development costs,
production costs and well abandonment costs but before consideration of indirect costs such as
administrative, overhead and other miscellaneous expenses. The estimated future net revenues contained in
the following tables do not necessar ily represent the fair market value of the Corporation's reserves. There is
no assurance that the forecast and constant pr ice and cost assumptions contained in the GLJ Reserve Repor t
will be attained and var iances could be mater ial. Other assumptions and qualifications relating to costs and
other matters are included in the GLJ Reserve Repor t. The recovery and reserves estimates of the
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Corporation's proper ties descr ibed herein are estimates only. The actual reserves on the Corporation's
proper ties may be greater or less than those calculated.

RESERVES AND NET PRESENT VALUE OF FUTURE NET REVENUE
BASED ON FORECAST PRICES AND COSTS(6)(8)

Bitumen
BeforeDeducting Income Taxes

Discounted At
After Deducting Income Taxes(9)

Discounted At
Gross(1)

(mbbl)
Net(1)

(mbbl)
0%

(MM$)
5%

(MM$)
10%

(MM$)
15%

(MM$)
20%

(MM$)
0%

(MM$)
5%

(MM$)
10%

(MM$)
15%

(MM$)
20%

(MM$)

Proved Plus Probable
Undeveloped(2)(3)(5) 69,604 62,677 705 346 168 71 14 467 215 89 20 (21)

Proved Plus ProbablePlus
PossibleUndeveloped
(2)(3)(4)(5) 108,327 96,449 1,329 525 228 95 27 881 333 129 37 (11)

RESERVES AND NET PRESENT VALUE OF FUTURE NET REVENUE
BASED ON CONSTANT PRICES AND COSTS(7)(8)

Bitumen
BeforeDeducting Income Taxes

Discounted At
After Deducting Income Taxes(9)

Discounted At
Gross(1)

(mbbl)
Net(1)

(mbbl)
0%

(MM$)
5%

(MM$)
10%

(MM$)
15%

(MM$)
20%

(MM$)
0%

(MM$)
5%

(MM$)
10%

(MM$)
15%

(MM$)
20%

(MM$)

Proved Plus Probable
Undeveloped(2)(3)(5) 69,604 68,162 167 36 (30) (66) (87) 110 7 (45) (75) (92)

Proved Plus ProbablePlus
PossibleUndeveloped
(2)(3)(4)(5) 108,327 104,589 283 73 (13) (55) (78) 186 32 (33) (66) (84)

Notes:
(1) "Gross Reserves" are the Corporation's working interest (operating or non-operating) share before deducting royalties and without

including any royalty interests of the Corporation. "Net Reserves" are the Corporation's working interest (operating or non-operating)
shareafter deduction of royalty obligations, plus theCorporation's royalty interests in reserves.

(2) "Proved" reserves are those reserves that can be estimated with a high degree of certainty to be recoverable. It is 90% likely that the
actual remaining quantities recovered will exceed theestimated proved reserves.

(3) "Probable" reserves are those additional reserves that are less certain to be recovered than proved reserves. It is equally likely that the
actual remaining quantities recovered will begreater or less than thesum of theestimated proved plusprobable reserves.

(4) "Possible" reserves are those additional reserves that are less certain to be recovered than probable reserves. It is unlikely that the
actual remaining quantities recovered will exceed thesum of theestimated proved plusprobablepluspossible reserves.

(5) "Undeveloped" reserves are those reserves expected to be recovered from known accumulations where a significant expenditure (for
example, when compared to the cost of drilling a well) is required to render them capable of production. They must fully meet the
requirements of the reserves classification (proved, probable, possible) to which they areassigned.

(6) The pricing assumptions used in theGLJ Reserve Report with respect to values of future net revenue (forecast) as well as the inflation
rates used for operating and capital costs areset forth below. GLJ is an independent qualified reserves evaluator appointed pursuant to
NI 51-101.

Heavy Oil Natural Gas Inflation Rate Exchange Rate
Proxy (12 API )

at Hardisity
($Cdn/bbl)

Alber ta Spot Gas
($/mcf) %/year $US/$Cdn

Forecast
2007 32.75 9.00 2.0 0.850
2008 32.50 7.75 2.0 0.850
2009 32.00 7.25 2.0 0.850
2010 32.00 6.95 2.0 0.850
2011 33.50 6.65 2.0 0.850
2012 33.50 6.65 2.0 0.850
2013 34.00 6.80 2.0 0.850
2014 34.75 6.95 2.0 0.850
2015 35.25 7.15 2.0 0.850
2016 36.00 7.30 2.0 0.850
Thereafter +2%/yr +2%/yr 2.0 0.850
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(7) The product prices used in the constant price and cost evaluations in the GLJ Reserve Report were as follows: West Texas Intermediate
crude oil at Cushing, Oklahoma: $61.04 $USD/bbl; Alberta Spot gas at AECO-C: $9.71/mmbtu; and light crude oil at Edmonton:
$68.27/bbl and abitumen wellhead priceof $20.97/bbl.

(8) Includes estimated capital costs, in the 2P case over the 25 year forecast life of the project (10.9 years half-life) of $300 million and, in the
3P case over the36 year forecast lifeof theproject (16.2 years half-life) of $458 million.

(9) Estimations of future income tax expenses included in the GLJ Reserve Report relate solely to estimated unclaimed costs and tax losses,
tax credits and allowances in respect of the Great Divide project. Estimated unclaimed costs and tax losses, tax credits and allowances
relating to Connacher's other oil and gas activities are included in theConnacher D&M Report. See"Connacher D&M Report".

Connacher D&M Report

The following is a summary of the crude oil and natural gas reserves and the value of future net revenue of
the Corporation as at December 31, 2005 as evaluated by D&M in the Connacher D&M Report. The Connacher
D&M Report was prepared using assumptions and methodology guidelines outlined in the COGE Handbook and in
accordance with NI 51-101. The pricing used in the forecast and constant price evaluations is set forth in the notes
to the tables below.

All evaluations of future revenue are after the deduction of royalties, development costs, production
costs and well abandonment costs but before consideration of indirect costs such as administrative, overhead
and other miscellaneous expenses. The estimated future net revenues contained in the following tables do not
necessar ily represent the fair market value of the Corporation's reserves. There is no assurance that the
forecast pr ice and cost assumptions contained in the Connacher D& M Repor t will be attained and var iances
could be mater ial. Other assumptions and qualifications relating to costs and other matters are included in
the Connacher D& M Repor t. The recovery and reserves estimates of the Corporation's proper ties descr ibed
herein are estimates only. The actual reserves on the Corporation's proper ties may be greater or less than
those calculated.

RESERVES DATA - FORECAST PRICES AND COSTS

CRUDE OIL AND NATURAL GAS RESERVES
BASED ON FORECAST PRICES AND COSTS(10)

L ight CrudeOil Natural Gas Natural GasL iquids
Gross(2)

(mbbl)
Net(2)

(mbbl)
Gross(2)

(mmcf)
Net(2)

(mmcf)
Gross(2)

(bbl)
Net(2)

(bbl)

Proved Developed Producing(3)(6) 1,220 973 124 112 2,115 1,560
Proved Developed Non-Producing(3)(7) - - 160 124 - -
Proved Undeveloped(3)(8) 232 188 - - - -
Total Proved(3) 1,451 1,161 284 236 2,115 1,560
Total Probable(4) 936 744 348 282 623 445
Total Proved Plus Probable(3)(4) 2,387 1,905 632 518 2,738 2,005
Total Possible(5) 1,044 922 125 115 118 103
Total Proved Plus Probable
Plus Possible(3)(4)(5)

3,430 2,826 757 633 2,856 2,108

NET PRESENT VALUE OF FUTURE NET REVENUE
BASED ON FORECAST PRICES AND COSTS(10)

BeforeDeducting Income Taxes
Discounted At

After Deducting Income Taxes
Discounted At

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

Proved Developed
Producing(3)(6)

26,416 22,273 19,261 16,982 15,198 24,416 22,273 19,261 16,982 15,198

Proved Developed Non-
Producing(3)(7)

806 754 707 663 623 806 754 707 663 623

Proved Undeveloped(3)(8) 4,544 3,599 2,858 2,272 1,805 4,544 3,599 2,858 2,272 1,805
Total Proved(3) 31,766 26,626 22,826 19,917 17,626 31,766 26,626 22,826 19,917 17,626
Total Probable(4) 22,909 16,552 12,424 9,575 7,516 21,586 15,790 11,970 9,298 7,343
Total Proved Plus Probable(3)(4) 54,675 43,178 35,250 24,492 25,142 53,352 42,416 34,796 29,215 24,969
Total Possible(5) 24,779 16,929 11,710 8,164 5,700 15,043 10,331 7,152 4,960 3,414
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BeforeDeducting Income Taxes
Discounted At

After Deducting Income Taxes
Discounted At

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

Total Proved Plus Probable
Plus Possible(3)(4)(5)

79,454 60,107 46,960 37,656 30,842 68,395 52,747 41,948 34,175 28,383

FUTURE NET REVENUE
(UNDISCOUNTED)

BASED ON FORECAST PRICES AND COSTS(10)

Revenue(11)

(M$)
Royalties(12)

(M$)

Operating
Expenses

(M$)
Capital Costs

(M$)

Abandonment
Costs
(M$)

Future
Net Revenue

Before Income
Taxes
(M$)

Income Taxes
(M$)

Future Net
Revenue After
Income Taxes

(M$)

Total Proved(3) 67,514 14,479 17,366 1,751 2,621 31,765 - 31,765
Total Proved Plus
Probable(3)(4)

116,073 24,676 28,444 5,849 2,965 54,675 1,322 53,353

Total Proved Plus
Probable Plus
Possible(3)(4)(5)

164,493 30,544 38,757 13,136 3,149 79,454 11,060 68,394

FUTURE NET REVENUE BY PRODUCTION GROUP
BASED ON FORECAST PRICES AND COSTS(10)

Production Group

Future Net RevenueBefore
Income Taxes (Discounted at

10%/Year)
(M$)

Total Proved(3) Light crudeoil 21,710
Associated gasand non-associated gas 1,050
Bitumen -

Total Proved Plus Probable(3)(4) Light crudeoil 32,974
Associated gasand non-associated gas 2,197
Bitumen 167,802

Total Proved Plus ProbablePlus Possible(3)(4)(5) Light crudeoil 44,381
Associated gasand non-associated gas 2,499
Bitumen 227,566

RESERVES DATA - CONSTANT PRICES AND COSTS

CRUDE OIL AND NATURAL GAS RESERVES
BASED ON CONSTANT PRICES AND COSTS(9)

L ight CrudeOil Natural Gas Natural GasL iquids
Gross(2)

(mbbl)
Net(2)

(mbbl)
Gross(2)

(mmcf)
Net(2)

(mmcf)
Gross(2)

(bbl)
Net(2)

(bbl)

Proved Developed Producing(3)(6) 1,214 967 110 98 2,115 1,559
Proved Developed Non-Producing(3)(7) - - 160 124 - -
Proved Undeveloped(3)(8) 232 188 - - -
Total Proved(3) 1,446 1,155 270 222 2,115 1,559
Total Probable(4) 935 743 347 280 623 445
Total Proved Plus Probable(3)(4) 2,381 1,898 617 502 2,738 2,004
Total Possible(5) 1,044 921 124 114 118 103
Total Proved Plus ProbablePlus
Possible(3)(4)(5)

3,424 2,819 741 616 2,856 2,107
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NET PRESENT VALUE OF FUTURE NET REVENUE
BASED ON CONSTANT PRICES AND COSTS(9)

BeforeDeducting Income Taxes
Discounted At

After Deducting Income Taxes
Discounted At

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

Proved Developed Producing(3)(6) 22,393 18,901 16,338 14,385 12,850 22,393 18,901 16,338 14,385 12,850
Proved Developed Non-
Producing(3)(7)

682 635 592 552 516 682 635 592 552 516

Proved Undeveloped(3)(8) 3,814 2,988 2,339 1,827 1,419 3,814 2,988 2,339 1,827 1,419
Total Proved(3) 26,889 22,524 19,269 16,764 14,785 26,889 22,524 19,269 16,764 14,785
Total Probable(4) 15,402 10,832 7,861 5,812 4,337 15,402 10,832 7,861 5,812 4,337
Total Proved Plus Probable(3)(4) 42,291 33,356 27,130 22,576 19,122 42,291 33,356 27,130 22,576 19,122
Total Possible(5) 18,824 12,562 8,399 5,573 3,615 14,850 10,166 6,930 4,661 3,041
Total Proved Plus ProbablePlus
Possible(3)(4)(5)

61,115 45,918 35,529 28,149 22,737 57,141 43,522 34,060 27,237 22,163

FUTURE NET REVENUE
(UNDISCOUNTED)

BASED ON CONSTANT PRICES AND COSTS(9)

Revenue(11)

(M$)
Royalties(12)

(M$)

Operating
Expenses

(M$)

Capital
Costs
(M$)

Abandonment
Costs
(M$)

Future
Net Revenue

Before
Income
Taxes
(M$)

Income
Taxes
(M$)

Future Net
Revenue

After Income
Taxes
(M$)

Total Proved(3) 58,565 12,761 15,388 1,751 2,244 26,889 - 26,889
Total Proved Plus Probable(3)(4) 95,202 20,562 24,600 5,849 2,436 42,291 - 42,291
Total Proved Plus Probable Plus
Possible(3)(4)(5)

134,988 25,203 33,680 12,981 2,556 61,115 3,975 57,140

FUTURE NET REVENUE BY PRODUCTION GROUP
BASED ON CONSTANT PRICES AND COSTS(9)

Production Group

Future Net RevenueBefore Income
Taxes(Discounted at 10%/Year)

(M$)

Total Proved(3) Light crudeoil 18,307
Associated gasand non-associated gas 893
Bitumen -

Total Proved Plus Probable(3)(4) Light crudeoil 25,053
Associated gasand non-associated gas 1,994
Bitumen (30,444)

Total Proved Plus ProbablePlus Possible(3)(4)(5) Light crudeoil 33,141
Associated gasand non-associated gas 2,303
Bitumen (12,885)

RECONCILIATION OF COMPANY RESERVES BY PRINCIPAL PRODUCT TYPE
BASED ON FORECAST PRICES AND COSTS(10)

The following table sets forth a reconciliation of the changes in Connacher's working interest, after
royalties, of light crude oil (including NGL's), associated and non-associated natural gas (combined) and bitumen
reserves as at December 31, 2005 against such reserves as at December 31, 2004 based on the forecast price and cost
assumptions set forth in Note 10.
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Light Oil
Associated and Non-Associated

Natural Gas Bitumen

Net
Proved
(mbbl)

Net
Probable
(mbbl)

Net Proved
Plus

Probable
(mbbl)

Net
Proved
(mmcf)

Net
Probable
(mmcf)

Net Proved
Plus

Probable
(mmcf)

Net
Proved
(mbbl)

Net
Probable
(mbbl)

Net Proved
Plus

Probable
(mbbl)

At December 31, 2004 1,480 1,242 2,722 1,789 1,625 3,414 - - -
Extensions - - - - - - - - -
Improved Recovery 22 92 114 - - - - - -
Technical Revisions 87 (156) (243) 31 (66) (97) - 62,667 62,667
Discoveries - - - - - - - - -
Acquisitions 78 110 94 - - - - - -
Dispositions(2) (300) (266) (566) (1,554) (1,214) (2,768) - - -
Economic Factors (8) (10) (18) (4) (1) (5) - - -
Production (198) - (198) (26) - (26) - - -
At December 31, 2005 1,161 744 1,905 236 282 518 - 62,667 62,667

Notes:
(1) The reserves data presented above for the period ended December 31, 2004 includes Petrolifera's reserves as Connacher was

previously required pursuant to NI 51-101 to include the reserves owned by Petrolifera in the Corporation's oil and gas reserves
disclosure. Connacher discontinued consolidating Petrolifera's accounts with Connacher's financial results commencing in the third
quarter of 2005 and now accounts for its investment in Petrolifera on an equity basis. As a result, Connacher no longer includes
Petrolifera's reserves in itsoil and gasreserves disclosure. See"Business of theCorporation - Ownership of Petrolifera".

(2) Reflects thedeconsolidation of Petrolifera's reserves in thethird quarter of 2005. See"Business of theCorporation".

RECONCILIATION OF CHANGES IN NET PRESENT VALUES
OF FUTURE NET REVENUE AFTER INCOME TAXES DISCOUNTED AT 10%

BASED ON CONSTANT PRICES AND COSTS(9)

The following table sets forth changes between future net revenue estimates attributable to Connacher's net
proved reserves as at December 31, 2005 against such reserves as at December 31, 2004 based on constant prices
and cost assumptions set forth in Note 9 and calculated using a discount rate of 10%.

(M$)

Estimated FutureNet Revenueafter income taxes at December 31, 2004(1) 17,240
Sales and Transfers of Oil and Gas Produced, Net of Production Costs and Royalties (6,075)
Net Change in Prices, Production Costs and Royalties Related to FutureProduction 2,482
Changes in Previously Estimated FutureDevelopment Costs 2,508
Changes in Estimated FutureDevelopment Costs (3,610)
Net Change from Extensions and Improved Recovery 387
Net Change from Discoveries -
Acquisitionsof Reserves 1,765
Dispositionsof Reserves (178)
Net ChangeResulting from Revisions in Quantity Estimates 1,509
Accretion of Discount 1,614
Net Change in IncomeTaxes -
Other 1,627

Estimated FutureNet Revenueafter income taxes at December 31, 2005 19,269

Notes:
(1) The reserves data presented above for the period ended December 31, 2004 includes Petrolifera's reserves as Connacher was previously

required pursuant to NI 51-101 to includethe reserves owned by Petrolifera in theCorporation's oil and gas reserves disclosure. Connacher
discontinued consolidating Petrolifera's accounts with Connacher's financial results commencing in the third quarter of 2005 and now
accounts for its investment in Petrolifera on an equity basis. As a result, Connacher no longer includes Petrolifera's reserves in its oil and
gas reserves disclosure. See"Business of theCorporation - Ownership of Petrolifera".

(2) "Gross Reserves" are the Corporation's working interest (operating or non-operating) share before deducting royalties and without
including any royalty interests of the Corporation. "Net Reserves" are the Corporation's working interest (operating or non-operating)
shareafter deduction of royalty obligations, plus theCorporation's royalty interests in reserves.

(3) "Proved" reserves are those reserves that can be estimated with a high degree of certainty to be recoverable. It is 90% likely that theactual
remaining quantities recovered will exceed theestimated proved reserves.

(4) "Probable" reserves are those additional reserves that are less certain to be recovered than proved reserves. It is equally likely that the
actual remaining quantities recovered will begreater or less than thesum of theestimated proved plusprobable reserves.
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(5) "Possible" reserves are those additional reserves that are less certain to be recovered than probable reserves. It is unlikely that the actual
remaining quantities recovered will exceed thesum of theestimated proved plusprobablepluspossible reserves.

(6) "Developed Producing" reserves are those reserves that are expected to be recovered from completion intervals open at the time of the
estimate. These reserves may be currently producing or, if shut-in, they must have previously been on production, and the date of
resumption of production must beknown with reasonablecertainty.

(7) "Developed Non-Producing" reserves are those reserves that either have not been on production, or have previously been on production,
but areshut in, and thedateof resumption of production isunknown.

(8) "Undeveloped" reserves are those reserves expected to be recovered from know accumulations where a significant expenditure (for
example, when compared to the cost of drilling a well) is required to render them capable of production. They must fully meet the
requirements of the reserves classification (proved, probable, possible) to which they areassigned.

(9) The product prices used in the constant price and cost evaluations in the Connacher D&M Report were as follows: (1) Edmonton Light
price: $38.90/bbl; (2) AECO Spot Gas price: $8.06/MMBTU; and (3) Condensate: $52.06/bbl.

(10) The pricing assumptions used in theConnacher D&M Report with respect to values of future net revenue (forecast) as well as the inflation
rates used for operating and capital costs are set forth below. D&M is an independent qualified reserves evaluator appointed pursuant to
NI 51-101.

L ight CrudeOil Heavy Oil Inflation ExchangeRate

WTI Cushing
Oklahoma
($US/bbl)

Edmonton
Par Pr ice
400 API

($Cdn/bbl)

Hardisty Heavy 120

API
($Cdn/bbl) %/year $US/$Cdn

Forecast
2006 58.00 67.16 37.01 0.0 0.86
2007 56.38 65.26 36.66 2.5 0.86
2008 52.53 60.78 35.37 2.5 0.86
2009 51.69 59.80 36.85 2.5 0.86
2010 52.72 60.99 38.75 2.0 0.86
2011 53.78 62.21 39.66 2.0 0.86
2012 54.85 63.46 40.59 2.0 0.86
2013 55.95 64.73 41.55 2.0 0.86
2014 57.07 66.02 42.52 2.0 0.86
Thereafter 2% 2% 2% 2.0 0.86

(11) Values includeprocessing and other income.
(12) Values includeAlberta Royalty Tax Credit.

Weighted average historical prices realized by the Corporation for the year ended December 31, 2005 were
$42.33/bbl for light and medium crude and $1.37/mcf for natural gas. Although gas prices are expected to move
upward in the near term, there is no specific "price path" for the Corporation’s gas because of its relatively small
sales volumes and due to the possible influence other larger gas sales contracts negotiated with industrial buyers
may have on the Corporation’s realized prices. Although "price paths" represent generic expected trends, actual
pricing may be specific to different producing areas. If additional volumes are developed in a particular area, more
pricing power could accrue to the producer.

Undeveloped Reserves

Proved undeveloped reserves are generally those reserves related to wells that have been drilled and not yet
tied in because of seasonal access issues, the need for further testing of the wells or construction of pipelines and
production facilities for the well. Such reserves may also relate to planned infill drilling locations.

Connacher's net proved undeveloped reserves of 74 mbbls of oil are located at Battrum, Saskatchewan.
The Corporation expects to drill a number of infill locations at Battrum during 2006 which, if successful, would
result in new reserves qualifying for the proved developed category.

Probable undeveloped reserves relate to wells to be drilled, tied in and brought on-stream in future. The
Connacher D&M Report estimates the Corporation's net probable undeveloped reserves to be 350 mbbls of light or
medium oil and the GLJ Reserve Report estimates the Corporation's net probable undeveloped reserves to be 62,677
mbbls of bitumen. Of this total, 176 net probable undeveloped mbbls of oil are at Battrum, Saskatchewan and
62,677 net probable undeveloped mbbls of bitumen are at Great Divide, Alberta. The drilling of 15 SAGD well pairs
and commencement of production should result in reserves qualifying in the proved category.
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Significant Factors or Uncertainties

In mid-August, 2005, Connacher submitted its application for the development of its Great Divide oil sands
project to the Alberta Energy and Utilities Board and Alberta Environment for the necessary approvals required to
produce bitumen using a SAGD process. The regulatory approval process can involve stakeholder consultation,
including objections by mineral rights holders in the area, environmental impact assessments and public hearings,
among other things. There can be no assurance that the required approvals will be obtained and, if obtained, will be
obtained on terms and conditions acceptable to Connacher. Failure to obtain regulatory approvals, or failure to
obtain them on a timely basis, may affect timing of production and realization of future net revenue.

The Corporation does not anticipate that any other important economic factors or significant uncertainties
would affect particular components of the reserves data. Notwithstanding that, a number of factors which are
beyond the Corporation's control can significantly affect the reserves, including product pricing, royalty and tax
regimes, changing operating and capital costs, surface access issues, availability of services and processing facilities
and technical issues affecting well performance. See "Risk Factors".

Future Development Costs

The following table sets forth the development costs deducted in the estimation of future net revenue
attributable to each of the following reserves categories contained in the GLJ Reserve Report and the Connacher
D&M Report:

Total Proved
Future

Development Costs
Using

Constant Dollar
Costs
(M$)

Total Proved
Future

Development Costs
Using Forecast
Dollar Costs

(M$)

Total Proved
Plus Probable

Future
Development Costs

Using Forecast
Dollar Costs

(M$)

Total Proved Plus
Probable Plus

PossibleFuture
Development Costs

Using Forecast
Dollar Costs

(M$)
2006 1,751 1,751 182,499 177,225
2007 3 3 3 6,343
2008 801 782 782 782
2009 149 190 3,237 2,812
2010 101 142 61 61
Total for all remaining years 1,189 1,504 122,406 286,886
Total, undiscounted 3,994 4,372 308,988 474,109
Total for all years discounted at 10%/year 2,911 3,065 225,180 239,457

Future development costs are expected to be funded from a combination of the following: operational cash
flow, debt and equity financing and/or farmout arrangements with other companies. The timing of such funding
may influence the timing of the developmental work expenditures.

Oil and Gas Proper ties and Wells

The following table sets forth the number of wells in which Connacher held a working interest as at
December 31, 2005:

CrudeOil Natural Gas
Gross(1) Net(1) Gross(1) Net(1)

Alberta
Producing - - - -
Non-producing 2 2 - -

Saskatchewan
Producing 43 39.8 - -
Non-producing 71 64.0 8 8

Note:
(1) "Gross Wells" are the total number of wells in which Connacher has an interest. "Net Wells" are the number of wells obtained by

aggregating Connacher's working interest in each of its gross wells.
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Costs Incurred

The following table summarizes the capital expenditures made by Connacher on oil and natural gas
properties for the year ended December 31, 2005.

Proper ty Acquisition Costs
($)

Exploration Costs
($)

Development Costs
($)

Proved Proper ties Unproved Proper ties

1,255,029 115,665 4,976,315 9,140,401

Exploration and Development Activities

The following table sets forth the number of exploratory and development wells which Connacher
completed during its 2005 financial year:

Exploratory Wells Development Wells
Gross(1) Net(1) Gross(1) Net(1)

Oil Wells - - 5 4.75
Gas Wells - - - -
ServiceWells - - - -
Dry Holes - - 3 2.60
Total Completed Wells - - 8 7.35

Note:
(1) "Gross Wells" are the total number of wells in which Connacher has an interest. "Net Wells" are the number of wells obtained by

aggregating Connacher's working interest in each of its gross wells. Additionally, 19 "coreholes" weredrilled at Divide, Alberta.

In 2006, Connacher will focus on development of its oil sands leases at Divide, Alberta, including drilling
additional core holes and proceeding with development of the project if regulatory approvals are received. The
Corporation also anticipates enhancing oil production at Battrum, exploiting new oil and developing natural gas
reserves in the Tompkins area of south-west Saskatchewan and evaluating light oil potential at Steelman in south-
east Saskatchewan.

Proper ties with No Attr ibuted Reserves

The following table sets out the Corporation's undeveloped land position effective December 31, 2005.

Undeveloped Acreage
Gross(1) Net(1)

Alberta 74,400 74,400
Saskatchewan 65,018 53,245
Total 139,418 127,645

Note:
(1) "Gross" means the total number of acres in which the Corporation has a working interest. "Net" means the sum of the products

obtained by multiplying thenumber of gross acres by theCorporation'spercentageworking interest therein.

The Corporation engaged Seaton-Jordon to prepare an independent evaluation of the undeveloped land
acreage of the Corporation as at December 31, 2005. In the Seaton-Jordan Report a fair value of approximately $7.9
million or approximately $142 per gross hectare was assigned to Connacher's non-reserve oil and gas properties.
This equates to approximately $351 per gross acre. In determining the market value, Seaton-Jordan based their
evaluation on the following factors:
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1. The acquisition cost, provided that there have been no material changes in the unproved property,
the surrounding properties, or the general oil and gas climate since the acquisition;

2. Recent sales by others of interests in the same unproved property;

3. Terms and conditions, expressed in monetary terms, of recent farm-in agreements;

4. Terms and conditions, expressed in monetary terms, of recent work commitments related to the
unproved property; and

5. Recent sales of similar properties in the same general area.

This complies with the criteria set out in paragraph (a), subsection (2), Section 5.10 of NI 51-101.

Pursuant to the Corporation's discretionary capital program for 2006, Connacher anticipates evaluating up
to 1,500 gross (1,500 net) acres, largely in south-west Saskatchewan with the drilling of up to 8 wells. Certain of
these wells will be contingent upon the outcome of wells drilled earlier in the year and subject to funding available.
In Alberta 3,000 gross (3,000 net) acres of oil sands leases will be evaluated by the drilling of up to 30 core holes at
Divide. The Corporation has interests in 640 gross (640 net) acres of non-reserve oil and gas properties in respect of
which the Corporation's rights to explore, develop and exploit are expected to expire in 2006.

Except for a commitment to incur $200,000 of capital expenditures on behalf of joint ventures in the
Tompkins area of south-west Saskatchewan, the Corporation's capital program is entirely discretionary and may be
expanded or curtailed based on drilling results and the availability of capital. This is reinforced by the fact that
Connacher operates most of its wells and holds an average 92 percent working interest, proving the Corporation
with operational and timing controls.

Asset Retirement Obligations

Effective January 1, 2004, the Corporation adopted the Canadian Institute of Chartered Accountants' new
standard on Asset Retirement Obligations. This new standard requires liability recognition for retirement
obligations associated with long-lived assets, which would include abandonment of oil and natural gas wells, related
facilities, compressors and gas plants, removal of equipment from leased acreage and returning such land to its
original condition. Under the new standard, the estimated fair value of each asset retirement obligation is recorded
in the period a well or related asset is drilled, constructed or acquired. Fair value is estimated using the present
value of the estimated future cash outflows to abandon the asset at the Corporation's credit-adjusted risk-free interest
rate. The obligation is reviewed regularly by management based upon current regulations, costs, technologies and
industry standards. The discounted obligation is recognized as a liability and is accreted against income until it is
settled or the property is sold and is included as a component of depletion and depreciation expense. Actual
restoration expenditures are charged to the accumulated obligation as incurred. Prior to 2004, the Corporation
estimated costs of dismantlement, removal and site restoration and recorded them over the remaining life of the
proved reserves on the unit-of-production basis.

As at December 31, 2005, the estimated total undiscounted amount required to settle the asset retirement
obligations in respect of the Corporation's 113.8 net producing and non-producing wells, net of estimated salvage
recoveries, was $5.4 million. These obligations will be settled over the useful lives of the underlying assets, which
currently extend up to 20 years. The 10% discounted present value of this amount is $2 million. Over the next three
financial years, the Corporation expects to incur $804,000 ($600,000 discounted at 10%) of these expenditures.

In the Reserve Reports, abandonment costs for total proved plus probable plus possible reserves were
estimated to be $3.1 million, undiscounted, and $1.4 million, discounted at 10%. These estimates are in respect of
well costs only and do not include costs to abandon pipelines and facilities, which the Corporation has included in
determining its asset retirement obligation.



- 19 -

Tax Hor izon

Income earned in Canada is not expected to attract taxes until the Corporation utilizes its accumulated tax
pools and loss carry forwards, which exceed $46 million. Based on anticipated capital spending, which augment the
tax pools, the Corporation does not expect to pay current income taxes for the 2005 fiscal year. Depending on
production, commodity prices and capital spending levels, the Corporation may begin paying current income taxes
in 2006.

Production Estimates

The following table sets forth the volume of working interest production, before royalties, estimated for
2006 which is reflected in the estimate of future net revenue disclosed in the tables of reserve information in respect
of total proved reserves:

Light CrudeOil
(bbl)

Natural Gas
(mmcf)

Natural Gas Liquids
(bbl)

Bitumen
(mbbl)

248,013 28,393 - -

The following table indicates the volume of working interest production, before royalties, estimated for
2006 from fields considered to be individually important:

Light CrudeOil
(bbl)

Natural Gas
(mmcf)

Natural Gas Liquids
(bbl)

Battrum, Saskatchewan 240,000 - -

Production History

The following table sets forth certain information in respect of production, product prices received,
royalties, production costs and netbacks received by the Corporation for each quarter of its most recently completed
financial year:

Three Months Ended
March 31, 2005

Three Months Ended
June30, 2005

Three Months Ended
September 30, 2005

Three Months Ended
December 31, 2005

AverageDaily Production
Light and Medium Oil (bbl/d) 629 702 808 775
Heavy Oil (bbl/d) - - - -
Natural Gas (mcf/d) 1,328 1,416 497 86

AverageNet Prices Received
Light and Medium Oil ($/bbl) 30.02 41.23 53.41 41.54
Heavy Oil ($/bbl) - - - -
Natural Gas ($/mcf) 1.18 0.99 1.88 7.55

Royalties
Light and Medium Oil ($/bbl) 6.37 10.57 12.86 7.91
Heavy Oil ($/bbl) - - - -
Natural Gas ($/mcf) 0.07 0.10 0.11 -

Production Costs
Light and Medium Oil ($/bbl) 9.09 9.33 8.28 9.07
Heavy Oil ($/bbl) - - - -
Natural Gas ($/mcf) 0.18 0.28 0.32 -

Netback Received
Light and Medium Oil ($/bbl) 14.56 21.33 32.27 24.56
Heavy Oil ($/bbl) - - - -
Natural Gas ($/mcf) 0.93 0.61 1.45 7.55
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The following table indicates the Corporation's average daily production for the year ended December 31,
2005 from fields considered to be individually important:

Light CrudeOil
(bbls/d)

Gas
(mcf/d)

Natural Gas Liquids
(bbls/d)

Battrum, Saskatchewan 678 - -

Competitive Conditions

The petroleum and natural gas industry is competitive in all aspects. Connacher competes with numerous
other companies for access to capital to fund its exploration and development activities. It also competes with other
companies in the search for exploration and development prospects and in the marketing of its production.

Connacher attempts to enhance its competitive position by:
- focusing on a limited number of core areas;
- maintaining high working interests;
- wherever possible, operating properties;
- securing control over infrastructure such as pipelines and gas processing facilities;
- employing highly competent professional staff who use leading-edge technology; and
- striving to be a low-cost producer.

SIGNIFICANT ACQUISITION

On March 16, 2006 the Corporation completed the Luke Acquisition. Pursuant to the terms of the Luke
Acquisition, holders of Luke Shares received $2.31 in cash and 0.75 of one Connacher Share for each Luke Share
held, resulting in the payment of approximately $91.5 million and the issuance from treasury of approximately 30
million Connacher Shares.

Luke's principal properties are located in Marten Creek and Three Hills, both in Alberta. Marten Creek
accounted for approximately 90% of Luke's production in 2005. Marten Creek is a relatively shallow (1,925 feet)
multi-zone Cretaceous natural gas area located about 300 miles north of Calgary and it is predominately 100%
owned and operated by Luke. During the first quarter of 2005, Luke drilled 24 wells with 18 successes. In addition,
2 field compressors and a 7 mmcf/d sales compressor were installed to optimize production. Activities in the first
half of 2005 resulted in an increase of 13.56 bcf total proved reserves and 20.2 bcf total proved plus probable
reserves to Luke's account.

Gas production for 2005 averaged 11.9 mmcf/d with an exit rate of approximately 15 mmcf/d.

Luke's land position has grown to an average 84% interest in approximately 61,000 acres. Luke also holds
an additional 4,480 acres under option. Luke has accumulated a seismic base in excess of 1,100 miles of 2D seismic
data on which over 25 potential drilling locations have been identified on existing lands. Based on that information,
Luke's third multi-well drilling program was commenced in late December 2005. Drilling, completion and
pipelining activity is underway and anticipated to be complete in late March 2006. This is a winter work area and
all work must be completed by the end of March, which is generally the start of spring break-up.

In July 2005, Luke acquired the Three Hills properties (Three Hills, Mikwan, Twining and Stettler) for $8.1
million. At the time of the acquisition the properties were producing approximately 175 boe/d. Luke acquired
approximately 334 mboe of total proved reserves and 414 mboe of total proved plus probable reserves. In the fall of
2005, Luke drilled four wells on the Three Hills property resulting in two oil wells, one gas well and one injector.
As a consequence, production with respect to this property exited 2005 at 330 boe/d.

The following is a summary of the oil, liquids and natural gas reserves of Luke effective December 31,
2005 and the net present values of future net revenue for these reserves using constant prices and costs and forecast
prices and costs as evaluated by GLJ in the Luke GLJ Report.
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The Luke GLJ Report was prepared using assumptions and methodology guidelines outlined in the COGE
Handbook and in accordance with NI 51-101. The pricing used in the forecast and constant price evaluations is set
forth in the notes to the tables.

CRUDE OIL AND NATURAL GAS RESERVES
BASED ON FORECAST PRICES AND COSTS(7)

L ight and Medium Oil Natural Gas Natural GasL iquids
Gross(1)

(mbbl)
Net(1)

(mbbl)
Gross(1)

(mmcf)
Net(1)

(mmcf)
Gross(1)

(mbbl)
Net(1)

(mbbl)

Proved Developed Producing(2)(4) 500 426 22,652 17,838 23 19
Proved Developed Non-Producing(2)(5) 66 61 5,117 4,203 1 1
Proved Undeveloped(2)(6) - - - - - -
Total Proved(2) 566 487 22,769 22,041 24 20
Total Probable(3) 400 296 10,360 8,249 17 12
Total Proved Plus Probable(2)(3) 967 783 38,129 30,290 40 32

NET PRESENT VALUE OF FUTURE NET REVENUE
BASED ON FORECAST PRICES AND COSTS(7)

BeforeDeducting Income Taxes
Discounted At

After Deducting Income Taxes
Discounted At

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

Proved Developed
Producing(2)(4) 138,476 118,425 104,248 93,666 85,440 108,766 92,170 80,613 72,082 65,507
Proved Developed Non-
Producing(2)(5) 28,754 22,957 19,128 16,408 14,376 19,538 15,222 12,533 10,681 9,293
Proved Undeveloped(2)(6) - - - - - - - - - -
Total Proved(2) 167,229 141,381 123,376 110,074 99,815 128,124 107,393 93,166 82,763 74,800
Total Probable(3) 62,639 39,236 27,814 21,228 17,034 42,282 26,170 18,423 13,991 11,181
Total Proved Plus Probable(2)(3) 229,868 180,618 151,189 131,302 116,849 170,405 133,563 111,588 96,754 85,981

CRUDE OIL AND NATURAL GAS RESERVES
BASED ON CONSTANT PRICES AND COSTS(8)

L ight and Medium Oil Natural Gas Natural GasL iquids
Gross(1)

(mbbl)
Net(1)

(mbbl)
Gross(1)

(mmcf)
Net(1)

(mmcf)
Gross(1)

(mbbl)
Net(1)

(mbbl)

Proved Developed Producing(2)(4) 515 438 22,681 17,862 24 19
Proved Developed Non-Producing(2)(5) 70 64 5,118 4,205 1 1
Proved Undeveloped(2)(6) - - - - - -
Total Proved(2) 584 502 27,799 22,067 25 20
Total Probable(3) 406 302 10,365 8,254 17 12
Total Proved Plus Probable(2)(3) 991 804 38,164 30,322 41 32

NET PRESENT VALUE OF FUTURE NET REVENUE
BASED ON CONSTANT PRICES AND COSTS(8)

BeforeDeducting Income Taxes
Discounted At

After Deducting Income Taxes
Discounted At

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

Proved Developed Producing(2)(4) 170,414 141,493 121,516 106,924 95,811 130,394 107,714 92,232 81,008 72,499
Proved Developed Non-
Producing(2)(5) 37,267 29,233 23,907 20,137 17,342 24,850 19,328 15,702 13,149 11,262
Proved Undeveloped(2)(6) - - - - - - - - - -
Total Proved(2) 207,680 170,726 145,423 127,062 113,154 155,245 127,042 107,934 94,156 83,761
Total Probable(3) 82,778 52,255 36,721 27,617 21,796 55,547 34,782 24,328 18,232 14,345
Total Proved Plus Probable(2)(3) 290,458 222,981 182,143 154,679 134,949 210,792 161,824 132,262 112,389 98,106
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Notes:
(1) "Gross Reserves" are the Corporation's working interest (operating or non-operating) share before deducting royalties and without

including any royalty interests of the Corporation. "Net Reserves" are the Corporation's working interest (operating or non-operating)
shareafter deduction of royalty obligations, plus theCorporation's royalty interests in reserves.

(2) "Proved" reserves are those reserves that can be estimated with a high degree of certainty to be recoverable. It is 90% likely that theactual
remaining quantities recovered will exceed theestimated proved reserves.

(3) "Probable" reserves are those additional reserves that are less certain to be recovered than proved reserves. It is equally likely that the
actual remaining quantities recovered will begreater or less than thesum of theestimated proved plusprobable reserves.

(4) "Developed Producing" reserves are those reserves that are expected to be recovered from completion intervals open at the time of the
estimate. These reserves may be currently producing or, if shut-in, they must have previously been on production, and the date of
resumption of production must beknown with reasonablecertainty.

(5) "Developed Non-Producing" reserves are those reserves that either have not been on production, or have previously been on production,
but areshut in, and thedateof resumption of production isunknown.

(6) "Undeveloped" reserves are those reserves expected to be recovered from know accumulations where a significant expenditure (for
example, when compared to the cost of drilling a well) is required to render them capable of production. They must fully meet the
requirements of the reserves classification (proved, probable, possible) to which they areassigned.

(7) The pricing assumptions used in the Luke GLJ Report with respect to values of future net revenue (forecast) as well as the inflation rates
used for operating and capital costs are set forth below. GLJ is an independent qualified reserves evaluator appointed pursuant to NI 51-
101.

L ight CrudeOil Heavy Oil Inflation ExchangeRate

WTI Cushing
Oklahoma
($US/bbl)

Edmonton
Par Pr ice
400 API

($Cdn/bbl)

Hardisty Heavy 120

API
($Cdn/bbl) %/year $US/$Cdn

Forecast
2006 57.00 66.25 33.25 2.0 0.85
2007 55.00 64.00 32.75 2.0 0.85
2008 51.00 59.25 32.50 2.0 0.85
2009 48.00 55.75 32.00 2.0 0.85
2010 46.50 54.00 32.00 2.0 0.85
2011 45.00 52.25 33.50 2.0 0.85
2012 45.00 52.25 33.50 2.0 0.85
2013 46.00 53.25 34.00 2.0 0.85
2014 46.75 54.25 34.75 2.0 0.85

(8) The product prices used in the constant price and cost evaluations in the Luke GLJ Report were as follows: (1) Light crude oil at
Edmonton: $68.27/bbl; (2) Alberta Spot gas at AECO-C: $9.71/mmbtu; and (3) West Texas Intermediate crude oil at Cushing, Oklahoma:
$61.04/bbl.

Oil and Gas Resources

The GLJ Reserve Report also provided calculations of Contingent Resources comprised of "Low Estimate
Resources (>15 metre Pay) - higher certainty" together with "Best Estimate Resources (>15 metre Pay) - likely
certainty" and "High Estimate Resources (>10 metre Pay) - lower certainty". Low Estimate recoverable resources
are comprised of mapped original oil-in-place assigned to Pod One (>15 metre Pay) with a lower recovery factor
than are applied to the estimate of 2P reserves. Best Estimate Resources are comprised of 2P remaining recoverable
reserves together with an estimate of recoverable resources attributable to four other pods on Connacher's lands.
High Estimate Resources (lower certainty) include 3P recoverable reserves at Pod One together with recoverable
resources at the other four pods on Connacher's acreage, but with a larger arial extent and a higher recovery factor
than attributable under the Best Estimate Category.

Only Pod One has sufficient well and seismic control to warrant the assignment of reserves. The other four
pods have insufficient drilling density, seismic mapping or project definition to be categorized as reserves at this
time. Additional drilling and seismic activity could result in upgrading these to reserve status over time. In the
interim, a range of contingent resources was assigned to reflect uncertainties. The GLJ Reserve Report also
recognized High Estimate (low certainty) prospective resources attributable to two undiscovered pods with
attributable resources of 160.6 million barrels of original oil-in-place and 91.6 million barrels of initial and
remaining recoverable resources, utilizing average parameters from five identifiable pods, including Pod One. No
calculation was done of the present value of the future cash flow from remaining recoverable or prospective
resources other than the reserves attributable to Pod One as detailed herein.
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The results contained in the GLJ Reserve Report contemplate Connacher proceeding with the filing of an
application to develop Pod One at Great Divide with the relevant Alberta regulators. These applications were
submitted on August 15, 2005. Necessary regulatory approvals are anticipated by the Corporation in mid 2006.
Production start-up is forecast by GLJ to occur in 2007 and a peak rate of 10,000 barrels of oil per day is forecast to
be achieved by 2009. See"Forward Looking Statements" and "Risk Factors".

LOW ESTIMATE RESOURCES (>15 METRE PAY, HIGHER CERTAINTY)

ORIGINAL OIL-IN-PLACE
(mmstb)

RECOVERABLE RESOURCES
(mmstb)

POD 1 128.9 46.4
POD 2, POD 2 South - -
POD 3, POD 4 - -
TOTAL 128.9 46.4

BEST ESTIMATE RESOURCES (>15 METRE PAY, L IKELY CERTAINTY)

ORIGINAL OIL-IN-PLACE
(mmstb)

RECOVERABLE RESOURCES
(mmstb)

POD 1 128.9 69.6 (2P reserves)
POD 2, POD 2 South 53.8 21.8
POD 3, POD 4 79.5 36.1
TOTAL 262.2 127.5

HIGH ESTIMATE RESOURCES (>10 METRE PAY, LOWER CERTAINTY)

ORIGINAL OIL-IN-PLACE
(mmstb)

RECOVERABLE RESOURCES
(mmstb)

POD 1 178.6 108.3 (3P reserves)
POD 2, POD 2 South 82.3 45.0
POD 3, POD 4 116.8 66.0
TOTAL 377.7 219.3

DIRECTORS AND OFFICERS

As of the date of this Annual Information Form the name, municipality of residence, positions held with the
Corporation and principal occupation during the preceding five years of each of the directors and officers of the
Corporation are as follows:

Name and Municipality
of Residence Positions Held

Pr incipal Occupation Dur ing the Preceding
Five Years

Director
Since

Richard A. Gusella
Calgary, Alberta
Canada

President, Chief
Executive Officer
and Director

President and Chief Executive Officer of
Connacher since May 2001 and Petrolifera from
November 2004 to March 2005. Executive
Chairman of Petrolifera since March 2005. Prior
thereto, President of Gusella Oil Investments
Limited, a private oil and gas corporation, since
June 2000.

May 30,
2001

Charles W. Berard(3)(5)

Calgary, Alberta
Canada

Director Partner, Macleod Dixon LLP, a law firm. May 30,
2001
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Name and Municipality
of Residence Positions Held

Pr incipal Occupation Dur ing the Preceding
Five Years

Director
Since

D. Hugh Bessell(1)(2)(3)(4)

Toronto, Ontario
Canada

Director Businessman. Prior thereto, Deputy Chairman
and Chief Operating Officer of KPMG LLP.

December
1, 2005

Colin M. Evans(1)(2)(4)(5)

Calgary, Alberta
Canada

Director Vice President, Finance, Milestone Exploration
Inc., a private oil and gas company. President of
Evans & Co. Inc., a private consulting
corporation providing financial and operating
advisory services to oil and gas corporations.

April 5,
2004

Stewart D.
McGregor(2)(3)(7)

Calgary, Alberta
Canada

Director President of Camun Consulting Corporation, a
private investment company, since 1994.

June 12,
2003

W.C. (Mike) Seth(1)(4)(5)

Calgary, Alberta
Canada

Director President, Seth Consultants Ltd. Prior thereto
Chairman of McDaniel & Associates Consultants
Ltd. and prior thereto, President of McDaniel &
Associates Consultants Ltd.

December
9, 2005

Richard R. Kines
Calgary, Alberta
Canada

Vice President,
Finance and Chief
Financial Officer

Vice President, Finance and Chief Financial
Officer since December 2004 and Chief Financial
Officer of Connacher since June 2003. Prior
thereto, financial consultant of Connacher since
April 2002. From May 2001 to January 2002,
Chief Financial Officer of Integrated Production
Services Ltd., an oil and gas services company
that at that time was listed on the TSX. From
June 1999 to May 2001, Chief Financial Officer
of OTATCO Inc., a company that at that time
was listed on the Alberta Stock Exchange.

--

Peter D. Sametz
Calgary, Alberta
Canada

Executive Vice
President and
Chief Operating
Officer

Executive Vice President and Chief Operating
Officer of Connacher since December 2004.
From February 2004, Vice President Operations
of Connacher. Prior thereto, simultaneously
Chief Operating Officer and a director of Surge
Petroleum Inc., a public oil company listed on the
TSX Venture Exchange since July 2000 and a
Principal of Inline Petroleum Management
Incorporated from 1997 to February 2004.

--

Timothy J. O'Rourke
Calgary, Alberta
Canada

Vice President, Oil
Sands Operations

Vice President, Oil Sands Operations of
Connacher since December 2004. Prior thereto,
General Manager, Production of Connacher since
August 2001. Prior thereto, consultant to
Connacher.

--

Stephen A. Marston
Calgary, Alberta
Canada

Vice President,
Exploration

Vice President, Exploration of Connacher since
January 2005. Prior thereto, Chief Geophysicist
of Real Resources Inc. since January 2000.

--

Jennifer K. Kennedy
Calgary, Alberta
Canada

Secretary Partner, Macleod Dixon LLP, a law firm, since
January 2000.

--
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Notes:
(1) Member of theAudit Committee.
(2) Member of theHuman Resources Committee.
(3) Member of theGovernanceCommittee.
(4) Member of theReserves Committee.
(5) Member of theHealth, Safety and Environment Committee.
(6) Connacher does not havean ExecutiveCommittee.
(7) Lead Director.

As at March 27, 2006, the directors and executive officers of Connacher, as a group, beneficially owned,
directly or indirectly, or exercised control or direction over 3,116,487 Common Shares constituting approximately
1.65% of the issued and outstanding Common Shares.

AUDIT COMMITTEE

Composition and Qualifications

The Corporation's Audit Committee consists of three outside and independent directors, Messrs. Bessell,
Chair, Seth and Evans, all of whom are considered to be "financially literate". In considering criteria for the
determination of financial literacy, the board of directors of the Corporation looks at the ability to read and
understand financial statements of a publicly traded corporation. The education and experience of each member of
the Corporation's Audit Committee relevant to the performance of his responsibilities are as set forth below:

D. Hugh Bessell, Chair

Mr. Bessell is a chartered accountant by training and has an extensive accounting background. He retired
as a partner of KPMG LLP in December, 1999 after holding the position of Deputy Chairman and Chief Operating
Officer, which position he held for approximately six years. He spent a total of 33 years with KPMG LLP and its
predecessor firms, and was Managing Partner of the firm’s Calgary office immediately prior to assuming the role of
Deputy Chairman in 1993. Mr. Bessell has been granted the FCA designation by both the Alberta and the Ontario
Institutes of Chartered Accountants in recognition of his support and contributions to his profession and community.
His expertise is particularly important in his capacity as Chairman of the Corporation's Audit Committee and
Mr. Bessell has been determined to be an "audit committee financial expert".

W.C. (Mike Seth)

Mr. Seth is a geologist by training and holds a Bachelors of Science Degree in Mechanical Engineering
from the University of British Columbia. He is President of Seth Consultants Ltd. and prior thereto he served as
Chairman of McDaniel & Associates Consultants Ltd., one of the preeminent oil and natural gas reserve evaluators
in Canada and internationally. Prior to becoming Chairman of McDaniel Mr. Seth was President of McDaniel for
37 years. Mr. Seth serves on the boards of various other junior oil and gas companies (reporting and non-reporting
issuers) and of one senior oil and gas income fund. He is also the founder and a director of Energy Navigator Inc., a
private software development firm servicing the petroleum industry.

Colin M. Evans

Mr. Evans holds a Bachelors Degree in Economics from the University of Alberta and has had an extensive
business career in most facets of the oil and gas industry since the mid 1960's. He has worked in positions of
increasing responsibility with both large and small private and public companies. He has also worked in the
Canadian securities industry and more recently has advised a variety of oil companies on both operational and
financial matters. Mr. Evans is currently Vice President, Finance of Milestone Exploration Inc. Mr. Evans served
as Chair of the Corporation's Audit Committee from March 23, 2005 to December 1, 2005.

Responsibilities and Terms of Reference

The Audit Committee reviews with management and the external auditors, and recommends to the board of
directors for approval, the annual financial statements of the Corporation and the reports of the external auditors
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thereon, the interim financial statements of the Corporation and related financial reporting, including management's
discussion and analysis and earnings press releases on the annual and interim financial statements of the
Corporation. The Audit Committee reviews and establishes, in conjunction with the external auditors and
management, audit plans and procedures and meets with the auditors independently of management when
considered appropriate. The Audit Committee is responsible for reviewing auditor independence, approving all non-
audit services, reviewing and making recommendations to the board of directors on internal control procedures and
management information systems. In addition, the Committee is responsible for assessing and reporting to the Board
on financial risk management positions. Set out as Schedule D is the text of the Audit Committee's charter.

All permissible categories of non-audit services require pre-approval from the Audit Committee.

External Auditor Service Fees

The following summarizes the total fees paid to Deloitte & Touche LLP, the external auditor of the
Corporation, for the years ended December 31, 2005 and December 31, 2004:

2005 2004

Audit fees $ 75,000 $ 67,000
Review engagement fees(1) 20,000 25,000
Tax fees(2) 1,750 5,500
All other fees(3) 84,057 6,800
TOTAL $ 180,807 $ 104,300

Notes:
(1) Review of theCorporation's interim financial statements.
(2) Tax planning and compliance.
(3) Services related to corporateand property acquisitionsand prospectus financings.

Deloitte & Touche LLP are independent within the meaning of the Rules of Professional Conduct of the Institute of
Chartered Accountants of Alberta.

PERSONNEL

As at December 31, 2005, the Corporation had 15 employees at its head office in Calgary. The Corporation
has one field office, with one employee and three contract operators.

DESCRIPTION OF SHARE CAPITAL

The Corporation is authorized to issue an unlimited number of Common Shares, an unlimited number of
first preferred shares and an unlimited number of second preferred shares (together, "Prefer red Shares"), issuable
in series, of which as at December 31, 2005, 139,940,448 Common Shares and no Preferred Shares were issued and
outstanding. The following is a summary of the rights, privileges, restrictions and conditions attaching to the
Common Shares and Preferred Shares of the Corporation.

Common Shares

The holders of Common Shares are entitled to: dividends if, as and when declared by the board of directors;
to one vote per share at meetings of the holders of Common Shares of the Corporation; and upon liquidation,
dissolution or winding up of the Corporation to receive pro rata the remaining property and assets of the
Corporation, subject to the rights of shares having priority over the Common Shares. All of the Common Shares
currently outstanding are fully-paid and non-assessable.

Prefer red Shares

The Preferred Shares are issuable in series and each class of Preferred Shares will have such rights,
restrictions, conditions and limitations as the board of directors may from time to time determine. The holders of
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Preferred Shares are entitled, in priority to holders of Common Shares, to be paid rateably with holders of each other
series of Preferred Shares the amount of accumulated dividends, if any, specified to be payable preferentially to the
holders of such series and upon liquidation, dissolution or winding up of the Corporation, to be paid rateably with
holders of each other series of Preferred Shares the amount, if any, specified as being payable preferentially to
holders of such series.

DIVIDEND POLICY

The Corporation has not declared or paid any dividends on its Common Shares since incorporation. Any
decision to pay dividends on the Common Shares will be made by the board of directors on the basis of the
Corporation's earnings, financial requirements and other conditions that the board of directors may consider
appropriate in the circumstances.

MARKET FOR SECURITIES

The Common Shares are listed and posted for trading on the TSX under the trading symbol "CLL". The
following table sets out the high and low price for, and the volume of trading in, the Common Shares on the TSX, as
reported by the TSX, on a monthly basis for the financial year ended December 31, 2005.

Monthly Pr ice Range
Volume High Low
(000's) ($) ($)

January 4,290,661 $0.69 $0.49
February 14,690,099 $0.92 $0.61
March 21,505,505 $1.22 $0.74
April 8,403,185 $1.05 $0.68
May 3,292,350 $0.88 $0.68
June 5,125,144 $0.85 $0.72
July 9,317,232 $1.12 $0.76
August 113,078,600 $2.60 $1.09
September 58,271,400 $2.69 $1.94
October 30,800,900 $2.62 $2.01
November 21,474,100 $2.95 $2.20
December 48,945,595 $4.20 $2.79

TRANSFER AGENT AND REGISTRAR

The transfer agent and registrar for the Connacher Shares is Valiant Trust Company at its principal office in
Calgary, Alberta and BNY Trust Company of Canada at its principal office in Toronto, Ontario.

RISK FACTORS

The Corporation

An investment in the Corporation is subject to certain risks related to the nature of the Corporation's
business and its present stage of development. There are numerous factors which may affect the success of the
Corporation's business which are beyond the Corporation's control including local, national and international
economic and political conditions. The Corporation's business involves a high degree of risk which a combination
of experience, knowledge and careful evaluation may not overcome. The Corporation's investment in Petrolifera
exposes the Corporation to risks which may not exist for domestic operations such as political and currency risks.
The Corporation has a limited history of operations and earnings and there can be no assurance that the
Corporation's business will be successful or profitable or that commercial quantities of oil and natural gas will be
discovered by the Corporation. The Corporation has not paid any dividends and it is unlikely to pay dividends in the
immediate or foreseeable future.
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Additional Financing

Depending on future exploration, development, acquisition and divestiture plans, the Corporation will
require additional financing. The ability of the Corporation to arrange such financing in the future will depend in
part upon the prevailing capital market conditions as well as the business performance of the Corporation. There
can be no assurance that the Corporation will be successful in its efforts to arrange additional financing on terms
satisfactory to the Corporation. If additional financing is raised by the issuance of shares from treasury of the
Corporation, control of the Corporation may change and shareholders may suffer additional dilution.

From time to time the Corporation may enter into transactions to acquire assets or the shares of other
corporations. These transactions may be financed partially or wholly with debt, which may temporarily increase the
Corporation's debt levels above industry standards.

Industry Conditions

The oil and gas industry is intensely competitive and the Corporation competes with other companies
which possess greater technical and financial resources. Many of these competitors not only explore for and
produce oil and natural gas but, also carry on refining operations and market petroleum and other products on an
international basis. Oil and gas production operations are also subject to all the risks typically associated with such
operations, including premature decline of reservoirs and invasion of water into producing formations.

The marketability and price of oil and natural gas which may be acquired or discovered by the Corporation
will be affected by numerous factors beyond the control of the Corporation. The ability of the Corporation to
market any natural gas discovered may depend upon its ability to acquire space on pipelines which deliver natural
gas to commercial markets. The Corporation is also subject to market fluctuations in the prices of oil and natural
gas, uncertainties related to the delivery and proximity of its reserves to pipelines and processing facilities and
extensive government regulation relating to prices, taxes, royalties, land tenure, allowable production, the export of
oil and gas and many other aspects of the oil and gas business. The Corporation is also subject to a variety of waste
disposal, pollution control and similar environmental laws.

The oil and gas industry in Canada, including the oil sands industry, operates under federal, provincial and
municipal legislation and regulation governing such matters as land tenure, prices, royalties, production rates,
environmental protection controls, income, the exportation of crude oil, natural gas and other products, as well as
other matters. The industry is also subject to regulation by governments in such matters as the awarding or
acquisition of exploration and production rights, oil sands or other interests, the imposition of specific drilling
obligations, environmental protection controls, control over the development and abandonment of fields and mine
sites (including restrictions on production) and possibly expropriation or cancellation of contract rights.

Government regulations may be changed from time to time in response to economic or political conditions.
The exercise of discretion by governmental authorities under existing regulations, the implementation of new
regulations or the modification of existing regulations affecting the crude oil and natural gas industry could reduce
demand for crude oil and natural gas, increase the Corporation's costs and have a material adverse impact on the
Corporation.

The oil and natural gas industry is subject to varying environmental regulations in each of the jurisdictions
in which the Corporation may operate. Environmental regulations place restrictions and prohibitions on emissions
of various substances produced concurrently with oil and natural gas and can impact on the selection of drilling sites
and facility locations, potentially resulting in increased capital expenditures.

Status of Great Divide and Stage of Development of Connacher

In mid-August, 2005, Connacher submitted its application for the development of its Great Divide oil sands
project to the Alberta Energy and Utilities Board and Alberta Environment for the necessary approvals required to
produce bitumen using a SAGD process. The regulatory approval process can involve stakeholder consultation,
including objections by mineral rights holders in the area, environmental impact assessments and public hearings,
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among other things. There can be no assurance that the required approvals will be obtained and, if obtained, will be
obtained on terms and conditions acceptable to Connacher. Failure to obtain regulatory approvals, or failure to
obtain them on a timely basis, could result in delays, abandonment or restructuring of the project and increased
costs, all of which could have a material adverse affect on Connacher.

If all regulatory approvals are obtained, there is a risk that design and construction of the facilities and
infrastructure to support the project will not be completed on time, on budget or at all. Additionally, there is a risk
that the Great Divide project may have delays, interruptions of operations or increased costs due to many factors,
including, without limitation:

· inability to attract or retain sufficient numbers of qualified workers;
· breakdown or failure of equipment or processes;
· construction performance falling below expected levels of output or efficiency;
· design errors;
· non-performance by, or financial failure of, third-party contractors;
· labour disputes, disruptions or declines in productivity;
· increases in materials or labour costs;
· delays in obtaining, or conditions imposed by, regulatory approvals;
· delays induced by weather;
· disruption or delays in availability of transportation services;
· errors in construction;
· changes in Great Divide's scope;
· unforeseen site surface or subsurface conditions;
· transportation or construction accidents;
· permit requirement violation;
· reservoir performance;
· energy supply disruption;
· shortages of or delays in accessing drilling rigs and services; and
· catastrophic events such as fires, earthquakes, storms or explosions.

The Great Divide project is not being constructed on a turn-key basis. Additionally, given the state of
development of the Great Divide project, various changes to the project may be made. Based upon current
scheduling, the project is not expected to start commercial SAGD operations until 2007. The information contained
herein, including, without limitation, reserve and economic evaluations is conditional upon receipt of all regulatory
approvals and no material changes being made to the project or its scope. The industry is entering a period where
unprecedented oil sands development and industrial activity is planned at a time when activity in many other sectors
is also high. Connacher will need to compete for equipment, supplies, services, and labour in this environment
which could result in increased costs, shortages of goods and services that delay progress, or both. Increased
competition for equipment, materials and labour may result in increased costs that could have a material adverse
effect on Connacher's business, financial condition or results of operations. As such, there are risks associated with
project cost estimates provided by Connacher. Cost estimates are provided prior to completion of final scope design
and detailed engineering needed to reduce the margin of error. Accordingly, actual costs may vary from estimates
and these differences may be material.

Operating Costs

The operating costs of the Great Divide project, which have the potential to vary considerably, are
significant components of the cost of production of the petroleum products produced by the Great Divide project.
The operating costs of the Great Divide project may vary considerably during the operating period. The factors
which could affect operating costs include, without limitation;

· the amount and cost of labour to operate the Great Divide project;
· the cost of catalyst and chemicals;
· the actual steam oil ratio required to operate the SAGD well pairs;
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· the cost of natural gas and electricity;
· reliability of the facilities;
· the maintenance cost of the facilities;
· the cost to transport sales products and the cost to dispose of certain by-products; and
· the cost of insurance.

Connacher's earnings may be reduced if increases in operating costs are incurred.

Infrastructure for the Great Divide Project

Connacher will depend, to a large extent, on third party designers, contractors and suppliers to design and
construct the necessary facilities and infrastructure for the Great Divide project. Connacher also anticipates that it
will rely on certain infrastructure owned and operated or to be constructed by others, including, without limitation,
pipelines for the transportation of diluent and produced bitumen to the market, natural gas, water source and disposal
pipelines and electrical grid transmission lines for the provision and/or sale of electricity to Connacher. The failure
of any or all of these third parties to supply utilities, services or construct the infrastructure required to complete the
Great Divide project on a timely basis and on acceptable commercial terms will negatively impact Connacher's
operation and financial results.

In-situ Extraction

Current SAGD technologies for in-situ recovery of heavy oil and bitumen are energy intensive, requiring
significant consumption of natural gas and other fuels in the production of steam which is used in the recovery
process. The amount of steam required in the production process can also vary and impact costs. The performance
of the reservoir can also impact the timing and levels of production using this technology. Commercial application
of this technology is relatively new and accordingly in the absence of long-term operating history there can be no
assurances with respect to the sustainability of SAGD operations.

Recovery of Bitumen

Recovering bitumen from oil sands involves particular risks and uncertainties. The project is susceptible to
loss of production, slowdowns, or restrictions on its ability to produce higher value products due to the
interdependence of its component systems. Severe weather conditions can cause reduced production and in some
situations result in higher costs. SAGD bitumen recovery facilities and development and expansion of production
can entail significant capital outlays. Equipment failures could result in damage to Connacher's facilities or wells
and liability to third parties against which Connacher may not be able to fully insure or may elect not to insure
because of high premium costs or for other reasons. The costs associated with synthetic crude oil production are
largely fixed and, as a result, operating costs per unit are largely dependent on levels of production.

Access to Diluent Supplies at Favourable Pr ices

Bitumen is characterized by high specific gravity or weight and low viscosity or resistance to flow. Among
its other uses, diluent is required to facilitate the transportation of bitumen. A shortfall in the supply of diluent may
cause its price to increase thereby increasing the cost to transport bitumen to market and correspondingly increasing
Connacher's operating cost, decreasing its net revenues and negatively impacting the overall profitability of the
Great Divide oil sands project.

Operational Hazards

The operation of the Great Divide project and the other oil and gas properties of the Corporation will be
subject to the customary hazards of recovering, transporting and processing hydrocarbons, such as fires, explosions,
gaseous leaks, migration of harmful substances, blowouts and oil spills. A casualty occurrence might result in the
loss of equipment or life, as well as injury or property damage. The Corporation will not carry insurance with
respect to all potential casualty occurrences and disruptions. It cannot be assured that the Corporation's insurance
will be sufficient to cover any such casualty occurrences or disruptions. The project could be interrupted by natural
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disasters or other events beyond the control of the Corporation. Losses and liabilities arising from uninsured or
under insured events could have a material adverse effect on the project and on the Corporation's business, financial
condition and results of operations.

Abandonment and Reclamation Costs

Connacher will be responsible for compliance with terms and conditions of environmental and regulatory
approvals and all laws and regulations regarding the abandonment of the Great Divide project and reclamation of its
lands at the end of its economic life, which abandonment and reclamation costs may be substantial. A breach of such
legislation and/or regulations may result in the imposition of fines and penalties, including an order for cessation of
operations at the site until satisfactory remedies are made. It is not possible to estimate the abandonment and
reclamation costs since they will be a function of regulatory requirements at the time and the value of the salvaged
equipment may be more or less than the abandonment and reclamation costs. In addition, in the future Connacher
may determine it prudent or be required by applicable laws or regulations to establish and fund one or more
reclamation funds to provide for payment of future abandonment and reclamation costs.

Independent Reviews

Although third parties have prepared reviews, reports and projections relating to the viability and expected
performance of the Great Divide project, it cannot be assured that these reports, reviews and projections and the
assumptions on which they are based will, over time, prove to be accurate.

Possible Failure to Realize Anticipated Benefits of the Luke Acquisition and the MRC Acquisition

The Luke Acquisition and the MRC Acquisition are components of Connacher's strategy to mitigate certain
price differential risks relating to production of bitumen at Connacher's Great Divide oil sands project and provide a
supply of natural gas to meet or exceed internal demands for natural gas consumption in Connacher's operations.
Achieving the benefits of these acquisitions will depend in part on successfully consolidating functions and
integrating operations, procedures and personnel in a timely and efficient manner, as well as Connacher's ability to
realize the anticipated opportunities and synergies resulting from these acquisitions. This integration will require the
dedication of substantial management effort, time and resources which may divert management's focus and
resources from other strategic opportunities and from operational matters during this process. The integration
process may result in the loss of key employees and the disruption of ongoing business, customer and employee
relationships that may adversely affect Connacher's ability to achieve the anticipated benefits of these acquisitions.

Volatility of Refinery Margins

Upon completion of the MRC Acquisition, Connacher will face certain risks associated with the volatility
of refinery margins. Refinery operations are sensitive to wholesale and retail margins for refined products,
including asphalt and gasoline. Margin volatility is influenced by overall marketplace competitiveness, weather, the
cost of crude oil and fluctuations in supply and demand for refined products.

New U.S. Government Standards on Content of Refined Products

An initiative of the U.S. Environmental Protection Agency on gasoline would impose reductions in
benzene content, volatility, sulphur, and other parameters. These new requirements, other requirements of the U.S.
Federal Clean Air Act, or other presently existing or future environmental regulations could require Connacher to
expend substantial amounts to permit MRC to produce products that meet such requirements.

Terror ist Attacks and the Threat of Terror ist Attacks

The long-term impact of terrorist attacks in the United States, such as the attacks on September 11, 2001,
and in Canada and the threat of future terrorist attacks on the energy transportation industry in general, and on
Connacher in particular, is not known at this time. The possibility that infrastructure facilities may be direct targets
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of, or indirect casualties of, an act of terror and the implementation of security measures as a precaution against
possible terrorist attacks will result in increased costs to Connacher's business.

Debt Service

Connacher used, and intends to use, its credit facility and new bridge loans and term debt to finance the
Luke Acquisition and the MRC Acquisition and to provide capital for the development of Pod One at Great Divide.
Following completion of such acquisitions and deployment of capital, Connacher's debt-to-equity ratio will increase
from its current debt to equity ratio. Restrictive covenants governing Connacher's debt will limit the amount of debt
that Connacher may incur. Connacher's ability to make scheduled repayments or to re-finance its debt obligations
will depend upon its financial and operating performance, which in turn will depend upon prevailing industry and
general economic conditions which are beyond Connacher's control. There can be no assurance that Connacher's
operating performance, cash flow and capital resources will be sufficient to repay its debt in the future, in which
case Connacher may be required to sell assets to repay its debt, defer capital expenditures or raise additional equity,
to the extent available.

Access to Human Resources

The labour force in the Fort McMurray and surrounding area is limited and the inability to access the
necessary skilled labourers to construct and operate Connacher's Great Divide project could have an adverse affect
on Connacher's development plans. In addition, rising personnel costs could result in increases in general and
administrative expenses and labour costs associated with the development of the project.

Competition

When operations commence, the Great Divide project will compete with other producers of bitumen and
conventional producers of oil and gas. The petroleum industry also competes with other industries in supplying
energy, fuel and related products to consumers.

A number of companies other than Connacher have announced plans to enter the oil sands business, or
expand existing operations. Expansion of existing operations and development of new projects could materially
increase the supply of bitumen in the marketplace. Depending on the levels of future demand, increased supplies
could have a negative impact on prices.

Royalty Regime

In the event that the Great Divide project is developed and becomes operational, Connacher's revenue and
expenses will be directly affected by the royalty regime applicable to the Great Divide project. The economic
benefit of future capital expenditures at Great Divide is, in many cases, dependent on a satisfactory royalty regime.
There can be no assurance that the federal government and the Province of Alberta will not adopt a new royalty
regime which will make capital expenditures uneconomic or that the regime currently in place will remain
unchanged.

Risks of Foreign Investment

Through its significant equity interest in Petrolifera, the Corporation is subject to political, economic, and
other uncertainties, including, but not limited to, expropriation, changes in energy policies or the personnel
administering them, currency fluctuations and devaluations, exchange controls and royalty and tax increases. In the
event of a dispute arising in connection with Petrolifera's operations in Argentina or prospectively in Peru,
Petrolifera may be subject to the exclusive jurisdiction of foreign courts or may not be successful in subjecting
foreign persons to the jurisdictions of the courts of Canada or enforcing Canadian judgements in such other
jurisdictions. Petrolifera may also be hindered or prevented from enforcing its rights with respect to a governmental
instrumentality because of the doctrine of sovereign immunity. Accordingly, Petrolifera's exploration, development
and production activities in Argentina and Peru could be substantially affected by factors beyond Petrolifera's
control, any of which could have a material adverse effect on the Corporation.
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Petrolifera's operations may be adversely affected by changes in government policies and legislation or
social instability and other factors which are not within the control of Petrolifera including, among other things, a
change in crude oil or natural gas pricing policy, the risks of war, terrorism, abduction, expropriation,
nationalization, renegotiation or nullification of existing concessions and contracts, taxation policies, economic
sanctions, the imposition of specific drilling obligations and the development and abandonment of fields. In
addition, the natural gas produced by Petrolifera in Argentina must be sold locally at rates that may not be
comparable to international rates.

Need to Add Reserves

The Corporation's oil and natural gas reserves and production, and therefore its cash flows and earnings are
highly dependent upon the Corporation developing and increasing its current reserve base and discovering or
acquiring additional reserves. Without the addition of reserves through exploration, acquisition or development
activities, the Corporation's reserves and production will decline over time as reserves are depleted. To the extent
that cash flow from operations is insufficient and external sources of capital become limited or unavailable, the
Corporation's ability to make the necessary capital investments to maintain and expand its oil and natural gas
reserves will be impaired. There can be no assurance that the Corporation will be able to find and develop or
acquire additional reserves to replace production at commercially feasible costs.

Environmental Regulation and Risks

Extensive national, state and local environmental laws and regulations in foreign jurisdictions affect nearly
all of the operations of the Corporation. These laws and regulations set various standards regulating certain aspects
of health and environmental quality, provide for penalties and other liabilities for the violation of such standards and
establish in certain circumstances obligations to remediate current and former facilities and locations where
operations are or were conducted. In addition, special provisions may be appropriate or required in environmentally
sensitive areas of operation. There can be no assurance that the Corporation will not incur substantial financial
obligations in connection with environmental compliance.

The construction, operation and decommissioning of the Great Divide project and reclamation of the
project's land are conditional upon various environmental and regulatory approvals issued by governmental
authorities. There is no assurance such approvals will be issued, or once issued renewed, or that they will not contain
terms and conditions which make the project uneconomic or cause the Corporation to significantly alter the project.

Significant liability could be imposed on the Corporation for damages, cleanup costs or penalties in the
event of certain discharges into the environment, environmental damage caused by previous owners of properties
purchased by the Corporation or non-compliance with environmental laws or regulations. Such liability could have
a material adverse effect on the Corporation. Moreover, the Corporation cannot predict what environmental
legislation or regulations will be enacted in the future or how existing or future laws or regulations will be
administered or enforced. Compliance with more stringent laws or regulations, or more vigorous enforcement
policies of any regulatory authority, could in the future require material expenditures by the Corporation for the
installation and operation of systems and equipment for remedial measures, any or all of which may have a material
adverse effect on the Corporation.

Kyoto Accord

Canada is a signatory to the United Nations Framework Convention on Climate Change and has ratified the
Kyoto Protocol established thereunder to set legally binding targets to reduce nation-wide emissions of carbon
dioxide, methane, nitrous oxide and other so-called "greenhouse gases". The Government of Canada has put
forward a Climate Change Plan for Canada which suggests further legislation will set greenhouse gases emission
reduction requirements for various industrial activities, including oil and gas production. Future federal legislation,
together with existing provincial emission reduction legislation, such as in Alberta's Climate Change and Emissions
Management Act, may require the reduction of emissions and/or emissions intensity from the Corporation's oil and
gas exploration and development activities. The direct or indirect costs of such legislation may adversely affect the
Corporation's operations. No assurance can be given that future environmental approvals, laws or regulations will
not adversely impact (i) the ability of the Corporation to conduct its operations or (ii) the Corporation's production
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or (iii) the Corporation's unit costs of production. Equipment from suppliers which can meet future emission
standards may not be available on an economic basis and other methods of reducing emissions to required levels in
the future may significantly increase operating costs or reduce output. There is a risk that the federal and/or
provincial governments could pass legislation which would tax such emissions or require, directly or indirectly,
reductions in such emissions produced by energy industry participants, such as the Corporation. Mitigation of the
risk of future legislative or regulatory limits on the emission of greenhouse gases may include the acquisition of
emission reduction or off-set credits from third parties. However, emission reduction or off-set credits may not be
available for acquisition by the Corporation or may not be available on an economic basis and may not be
recognized or qualify under future legislative or regulatory regimes as mitigation for the emission of greenhouse
gases by the Corporation.

Volatility of Oil and Gas Pr ices and Markets

The Corporation's financial condition, operating results and future growth are dependent on the prevailing
prices for its oil and natural gas production. Historically, the markets for oil and natural gas have been volatile and
such markets are likely to continue to be volatile in the future. Prices for oil and natural gas are subject to large
fluctuations in response to relatively minor changes to the demand for oil and natural gas, whether the result of
uncertainty or a variety of additional factors beyond the control of the Corporation. Any substantial decline in the
prices of oil and natural gas could have a material adverse effect on the Corporation and the level of its oil and
natural gas reserves. Additionally, the economics of producing from some wells may change as a result of lower
prices, which could result in a suspension of production by the Corporation. No assurance can be given that oil and
natural gas prices will be sustained at levels which will enable the Corporation to operate profitably. From time to
time the Corporation may avail itself of forward sales or other forms of hedging activities with a view to mitigating
its exposure to the risk of price volatility.

Reserve and Resource Estimates

There are numerous uncertainties inherent in estimating quantities of proved, probable and possible
reserves and resources and cash flows to be derived therefrom, including many factors beyond the control of the
Corporation. The reserve, resource and cash flow information set forth in this Annual Information Form represents
estimates only. The reserves, resources and estimated future net cash flow from the Corporation's properties have
been independently evaluated by D&M and GLJ with an effective date of December 31, 2005. These evaluations
include a number of assumptions relating to factors such as initial production rates, production decline rates,
ultimate recovery of reserves, timing and amount of capital expenditures, marketability of production, future prices
of oil and natural gas, operating costs, abandonment and salvage values, royalties and other government levies that
may be imposed over the producing life of the reserves. These assumptions were based on price forecasts in use at
the date of the relevant evaluations were prepared and many of these assumptions are subject to change and are
beyond the control of the Corporation. Actual production and cash flows derived therefrom will vary from these
evaluations, and such variations could be material.

Estimates with respect to reserves and resources that may be developed and produced in the future are
often based upon volumetric calculations and upon analogy to similar types of reserves, rather than upon actual
production history. Estimates based on these methods generally are less reliable than those based on actual
production history. Subsequent evaluation of the same reserves based upon production history will result in
variations, which may be material, in the estimated reserves.

Reserve and resource estimates may require revision based on actual production experience. Such figures
have been determined based upon assumed oil prices and operating costs. Market price fluctuations of oil prices may
render uneconomic the recovery of certain grades of bitumen. Moreover, short term factors relating to oil sands
resources may impair the profitability of the Great Divide project in any particular period.

The present value of estimated future net cash flows referred to herein should not be construed as the
current market value of estimated oil and natural gas reserves attributable to the Corporation's properties. The
estimated discounted future cash flow from reserves are based upon price and cost estimates which may vary from
actual prices and costs and such variance could be material. Actual future net cash flows will also be affected by
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factors such as the amount and timing of actual production, supply and demand for oil and natural gas, curtailments
or increases in consumption by purchasers and changes in governmental regulations or taxation.

Title to Proper ties

Although title reviews will be done according to industry standards prior to the purchase of most oil and
natural gas producing properties or the commencement of drilling wells, such reviews do not guarantee or certify
that an unforeseen defect in the chain of title will not arise to defeat the claim of the Corporation which could result
in a reduction of the revenue received by the Corporation.

Potential Conflicts of Interest

There are potential conflicts of interest to which some of the directors and officers of the Corporation will
be subject in connection with the operations of the Corporation. Some of the directors and officers are engaged and
will continue to be engaged in the search of oil and gas interests on their own behalf and on behalf of other
corporations, and situations may arise where the directors and officers will be in direct competition with the
Corporation. Additionally, certain officers and directors of the Corporation are also officers and directors of
Petrolifera and receive compensation from Petrolifera for their services. Conflicts of interest, if any, which arise
will be subject to and be governed by procedures prescribed by the ABCA which require a director or officer of a
corporation who is a party to or is a director or an officer of or has a material interest in any person who is a party to
a material contract or proposed material contract with the Corporation, to disclose his interest and to refrain from
voting on any matter in respect of such contract unless otherwise permitted under the ABCA.

Exchange Rate Risk

Revenue received from the sale of crude oil is generally referenced to a price denominated in US$. As the
Corporation reports its operating results in CDN$, fluctuations in product pricing and fluctuations in the rate of
exchange between the US$ and CDN$ would affect reported revenues and reported results. To mitigate these risks,
the Corporation has, in the past, fixed the price of a portion of its crude oil sales in CDN$.

Abor iginal Claims

Aboriginal peoples have claimed aboriginal title and rights to a substantial portion of western Canada.
Certain aboriginal peoples have filed a claim against the Government of Canada, the Province of Alberta, certain
governmental entities and the regional municipality of Wood Buffalo (which includes the City of Fort McMurray,
Alberta) claiming, among other things, aboriginal title to large areas of lands surrounding Fort McMurray, including
the lands on which the Great Divide project and most of the other oil sands operations in Alberta are located. Such
claims, if successful, could have a significant adverse effect on Connacher and the Great Divide project.

LEGAL PROCEEDINGS

There are no material legal proceedings against the Corporation.

INTERESTS OF EXPERTS

Each of Seaton-Jordan, D&M and GLJ have prepared a report or valuation described herein. Neither
Seaton-Jordan, D&M and GLJ held any interests in securities or other property of Connacher when it prepared its
respective report or valuation, has received any such interest since such time or will receive any such interest. No
director, officer or employee of Seaton-Jordan, D&M or GLJ is to be elected, appointed or employed by Connacher.
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ADDITIONAL INFORMATION

Additional information, including information as to directors' and officers' remuneration and indebtedness,
principal holders of the Corporation's securities and securities authorized for issuance under equity compensation
plans, if applicable, is contained in the Management Information Circular of the Corporation prepared in connection
with the most recent annual meeting of shareholders of the Corporation that involved the election of directors.
Additional financial information is provided in the Corporation's financial statements and management discussion
and analysis for the year ended December 31, 2005, which are contained in the Annual Report of the Corporation for
the year ended December 31, 2005.

Copies of this Annual Information Form, the Corporation's Annual Report, any interim financial statements
of the Corporation subsequent to those statements contained in the Annual Report, the Corporation's Management
Information Circular and other additional information relating to the Corporation are available on SEDAR at
www.sedar.com.
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SCHEDULE A
REPORT ON RESERVES DATA BY

INDEPENDENT QUALIFIED RESERVES EVALUATOR

To theboard of directors of Connacher Oil and Gas Limited (the "Company"):

1. Wehaveevaluated theCompany's reserves dataas at December 31, 2005. The reserves dataconsist of the following:

(a) (i) proved, proved plus probable and proved plus probable plus possible oil and gas reserves estimated
as at December 31, 2005 using forecast prices and costs; and

(ii) the related estimated futurenet revenue; and

(b) (i) proved, proved plusprobableand proved plusprobablepluspossibleoil and gas reserves, estimated
as at December 31, 2005 using constant prices and costs; and

(ii) the related estimated futurenet revenue

2. The reserves data are the responsibility of the Company's management. Our responsibility is to express an opinion on
the reserves databased on our evaluation.

We carried out our evaluation in accordance with standards set out in the Canadian Oil and Gas Evaluation Handbook
(the "COGE Handbook") prepared jointly by the Society of Petroleum Evaluation Engineers (Calgary Chapter) and the
Canadian Instituteof Mining, Metallurgy and Petroleum (Petroleum Society).

3. Those standards require that we plan and perform an evaluation to obtain reasonable assurance as to whether the
reserves date are free of material misstatement. An evaluation also includes assessing whether the reserves data are in
accordancewith principles and definitionspresented in theCOGE Handbook.

4. The following table sets forth the estimated future net revenue (before deduction of income taxes) attributed to proved
plus probable reserves, estimated using forecast prices and costs and calculated using a discount rate of 10 percent,
included in the reserves data of the Company evaluated by us for the year ended December 31, 2005, and identifies the
respectiveportions thereof that wehaveevaluated and reported on to theCompany's board of directors.

Independent
Qualified Reserves

Evaluator

Description and
Preparation Dateof
Evaluation Report

Location of Reserves Net Present Valueof FutureNet Revenue
(before incometax, 10% discount rate)

Audited Evaluated Reviewed Total
M$ M$ M$ M$

DeGolyer and
MacNaughton

Canada

Appraisal Report
as of December 31, 2005

on certain properties owned
by

Connacher Oil and Gas
Limited dated March 8,

2006

Canada - 35,250 - 35,250

5. In our opinion, the reserves evaluated by us have, in all material respects, been determined and are in accordance with
theCOGE Handbook. Weexpress no opinion on the reserves data that we reviewed but did not audit or evaluate.

6. We have no responsibility to update this report referred to in paragraph 4 for events and circumstances occurring after
their respectivepreparation dates.

7. Because the reserves data are based on judgments regarding future events, actual results will vary and the variations
may be material.

Executed as to our report referred to above:

DeGolyer and MacNaughton CanadaLimited, Calgary, Alberta, dated March 8, 2006.

DEGOLYER and MACNAUGHTON
CANADA LIMITED

(Signed) "Colin P. Outtrim, P.Eng"
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REPORT ON RESERVES DATA BY
INDEPENDENT QUALIFIED RESERVES EVALUATOR

To theboard of directors of Connacher Oil and Gas Limited (the "Company"):

1. We have prepared an evaluation of the Company's reserves data as at December 31, 2005. The reserves data consist of
the following:

(a) (i) proved and proved plus probable oil and gas reserves estimated as at December 31, 2005, using
forecast prices and costs; and

(ii) the related estimated futurenet revenue; and

(b) (i) proved oil and gas reserves estimated as at December 31, 2005, using constant prices and costs; and

(ii) the related estimated futurenet revenue.

2. The reserves data are the responsibility of the Company's management. Our responsibility is to express an opinion on
the reserves databased on our evaluation.

We carried out our evaluation in accordance with standards set out in the Canadian Oil and Gas Evaluation Handbook
(the "COGE Handbook") prepared jointly by the Society of Petroleum Evaluation Engineers (Calgary Chapter) and the
Canadian Instituteof Mining, Metallurgy & Petroleum (Petroleum Society).

3. Those standards require that we plan and perform an evaluation to obtain reasonable assurance as to whether the
reserves data are free of material misstatement. An evaluation also includes assessing whether the reserves data are in
accordancewith principles and definitions in theCOGE Handbook.

4. The following table sets forth the estimated future net revenue (before deduction of income taxes) attributed to proved
plus probable reserves, estimated using forecast prices and costs and calculated using a discount rate of 10 percent,
included in the reserves data of the Company evaluated by us for the year ended December 31, 2005, and identifies the
respective portions thereof that we have audited, evaluated and reviewed and reported on to the Company's board of
directors.

Independent
Qualified
Reserves
Evaluator

Description and
Preparation Dateof
Evaluation Report

Location of
Reserves (Country

or Foreign
Geographic Area)

Net Present Valueof FutureNet Revenue
(before income taxes, 10% discount rate -$M)

Audited Evaluated Reviewed Total

GLJ Petroleum
Consultants

March 16, 2006 Canada - $167,802 - $167,802

5. In our opinion, the reserves evaluated by us have, in all material respects, been determined and are in accordance with
theCOGE Handbook.

6. We have no responsibility to update our reports referred to in paragraph 4 for events and circumstances occurring after
their respectivepreparation dates.

7. Because the reserves data are based on judgments regarding future events, actual results will vary and the variations
may be material.

EXECUTED as to our report referred to above:

GLJ Petroleum Consultants Ltd., Calgary, Alberta, Canada, March 16, 2006.

(Signed) "Dana B. Laustsen"
DanaB. Laustsen, P. Eng.
ExecutiveVice-President
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SCHEDULE B
REPORT OF MANAGEMENT AND DIRECTORS ON OIL AND GAS DISCLOSURE

Management of Connacher Oil and Gas Limited (the "Corporation") are responsible for thepreparation and disclosure
of information with respect to the Corporation's oil and gas activities in accordance with securities regulatory requirements. This
information includes reserves data, which consist of the following:

(a) (i) proved and proved plus probable oil and gas reserves estimated as at December 31, 2005 using
forecast prices and costs; and

(ii) the related estimated futurenet revenue; and

(b) (i) proved oil and gas reserves estimated as at December 31, 2005 using constant prices and costs; and

(ii) the related estimated futurenet revenue.

An independent qualified reserves evaluator has evaluated the Corporation's reserves data. The report of the
independent qualified reserves evaluator is presented in Schedule B and will be filed with securities regulatory authorities
concurrently with this report.

TheReserves Committeeof theboard of directors of theCorporation has

(a) reviewed the Corporation's procedures for providing information to the independent qualified reserves
evaluator;

(b) met with the independent qualified reserves evaluator to determine whether any restrictions affected the
ability of the independent qualified reserves evaluator to report without reservation; and

(c) reviewed the reserves datawith management and the independent qualified reserves evaluator.

The Reserves Committee of the board of directors has reviewed the Corporation's procedures for assembling and
reporting other information associated with oil and gas activities and has reviewed that information with management. The board
of directors has, on the recommendation of theReserves Committee, approved

(a) the content and filing with securities regulatory authorities of the reserves data and other oil and gas
information;

(b) the filing of the report of the independent qualified reserves evaluator on the reserves data; and

(c) thecontent and filing of this report.

Because the reserves data are based on judgements regarding future events, actual results will vary and the variations
may be material.

(signed) Richard A. Gusella (signed) W.C. (Mike) Seth
Richard A. Gusella W.C. (Mike) Seth
President and Chief ExecutiveOfficer Chairman, Reserves Committeeand aDirector

(signed) Richard R. Kines (signed) D. Hugh Bessell
Richard R. Kines D. Hugh Bessell
VicePresident Financeand Chief Financial Officer Director

March 27, 2006
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SCHEDULE C
CONNACHER'S 33.2% INTEREST IN PETROLIFERA'S OIL AND GAS RESERVES AND FUTURE NET REVENUE

The following is a summary of the Corporation's 33.2% interest in Petrolifera's oil and gas reserves and future net
revenue as at December 31, 2005 as evaluated by D&M in the Petrolifera D&M Report. The information contained
within this Schedule C has been derived from the Petrolifera AIF which is posted on SEDAR (www.sedar.com).

RESERVES DATA - FORECAST PRICES AND COSTS

CRUDE OIL AND NATURAL GAS RESERVES
BASED ON FORECAST PRICES AND COSTS(9)

L ight CrudeOil Natural Gas Natural GasL iquids
Gross(1)

(mbbl)
Net(1)

(mbbl)
Gross(1)

(mmcf)
Net(1)

(mmcf)
Gross(1)

(bbl)
Net(1)

(bbl)

Proved Developed Producing(2)(5) 1,386 1,199 463 400 - -
Proved Developed Non-Producing(2)(6) 220 191 331 286 - -
Proved Undeveloped(2)(7) 389 336 136 117 - -
Total Proved(2) 1,995 1,726 929 804 - -
Total Probable(3) 4,995 4,321 3,331 2,882 - -
Total Proved Plus Probable(2)(3) 6,990 6,047 4,261 2,882 - -
Total Possible(4) 2,776 2,401 570 493 - -
Total Proved Plus Probable
Plus Possible(2)(3)(4)

9,766 8,447 4,830 4,178 - -

NET PRESENT VALUE OF FUTURE NET REVENUE
BASED ON FORECAST PRICES AND COSTS(9)

BeforeDeducting Income Taxes
Discounted At

After Deducting Income Taxes
Discounted At

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

Proved Developed
Producing(2)(5)

49,285 44,157 40,125 36,836 34,080 33,408 29,944 27,212 24,982 23,114

Proved Developed Non-
Producing(2)(6)

1,587 852 92 (543) (1,038) 880 303 (296) (794) (1,182)

Proved Undeveloped(2)(7) 12,343 10,397 8,835 7,642 6,709 7,698 6,742 5,694 4,892 4,267
Total Proved(2) 63,215 55,406 49,052 43,935 39,751 42,264 36,990 32,610 29,080 26,199
Total Probable(3) 189,295 157,011 133,666 115,907 101,902 123,473 102,216 86,885 75,236 66,058
Total Proved Plus Probable(2)(3) 252,511 212,418 182,718 159,842 141,653 165,737 139,206 119,495 104,316 92,257
Total Possible(4) 103,151 88,889 78,413 69,956 62,884 67,331 57,875 50,994 45,452 40,823
Total Proved Plus Probable
Plus Possible(2)(3)(4)

355,662 301,306 261,131 229,798 204,537 233,068 197,081 170,489 149,768 133,080

FUTURE NET REVENUE
(UNDISCOUNTED)

BASED ON FORECAST PRICES AND COSTS(9)

Revenue(11)

(M$)
Royalties(12)

(M$)

Operating
Expenses

(M$)
Capital Costs

(M$)

Abandonment
Costs
(M$)

Future
Net Revenue

Before Income
Taxes
(M$)

Income Taxes
(M$)

Future Net
Revenue After
Income Taxes

(M$)

Total Proved(2) 91,871 12,403 10,593 5,396 265 63,215 20,952 42,264
Total Proved Plus
Probable(2)(3)

322,629 43,555 15,106 10,878 595 252,511 86,774 165,737

Total Proved Plus
Probable Plus
Possible(2)(3)(4)

447,996 60,479 18,042 13,084 729 355,662 122,594 233,068
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FUTURE NET REVENUE BY PRODUCTION GROUP
BASED ON FORECAST PRICES AND COSTS(9)

Production Group

Future Net RevenueBefore
Income Taxes (Discounted at

10%/Year)
($000's)

Total Proved(2) Light crudeoil 48,159
Associated gasand non-associated gas 892

Total Proved Plus Probable(2)(3) Light crudeoil 179,226
Associated gasand non-associated gas 3,492

Total Proved Plus ProbablePlus Possible(2)(3)(4) Light crudeoil 256,902
Associated gasand non-associated gas 4,228

RESERVES DATA - CONSTANT PRICES AND COSTS

CRUDE OIL AND NATURAL GAS RESERVES
BASED ON CONSTANT PRICES AND COSTS(8)

L ight CrudeOil Natural Gas Natural GasL iquids
Gross(2)

(mbbl)
Net(2)

(mbbl)
Gross(2)

(mmcf)
Net(2)

(mmcf)
Gross(2)

(bbl)
Net(2)

(bbl)

Proved Developed Producing(2)(5) 1,386 1,199 461 399 - -
Proved Developed Non-Producing(2)(6) 220 191 312 270 - -
Proved Undeveloped(2)(7) 389 336 135 117 - -
Total Proved(2) 1,996 1,726 908 786 - -
Total Probable(3) 4,995 4,320 3,300 2,855 - -
Total Proved Plus Probable(2)(3) 6,991 6,047 4,210 3,641 - -
Total Possible(4) 2,775 2,401 570 493 - -
Total Proved Plus ProbablePlus
Possible(2)(3)(4)

9,766 8,448 4,780 4,134 - -

NET PRESENT VALUE OF FUTURE NET REVENUE
BASED ON CONSTANT PRICES AND COSTS(8)

BeforeDeducting Income Taxes
Discounted At

After Deducting Income Taxes
Discounted At

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

0%
(M$)

5%
(M$)

10%
(M$)

15%
(M$)

20%
(M$)

Proved Developed Producing(2)(5) 54,272 48,531 43,996 40,290 37,183 36,678 32,805 29,744 27,242 25,146
Proved Developed Non-
Producing(2)(6)

2,888 1,743 754 (30) (630) 1,816 915 147 (455) (914)

Proved Undeveloped(2)(7) 14,070 11,709 9,946 8,608 7,556 9,117 7,585 6,411 5,518 4,818
Total Proved(2) 71,230 61,983 54,696 48,867 44,109 47,612 41,304 36,302 32,305 29,051
Total Probable(3) 206,507 172,457 147,260 127,821 112,365 134,632 112,264 95,738 82,999 72,878
Total Proved Plus Probable(2)(3) 277,737 234,441 201,956 176,688 156,474 182,244 153,568 132,040 115,305 101,928
Total Possible(4) 113,824 98,691 87,101 77,642 69,706 74,207 64,246 56,649 50,457 45,266
Total Proved Plus ProbablePlus
Possible(2)(3)(4)

391,560 333,131 289,056 254,330 226,180 256,451 217,814 188,689 165,762 147,195
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FUTURE NET REVENUE
(UNDISCOUNTED)

BASED ON CONSTANT PRICES AND COSTS(8)

Revenue(10)

(M$)
Royalties(11)

(M$)

Operating
Expenses

(M$)

Capital
Costs
(M$)

Abandonment
Costs
(M$)

Future
Net Revenue

Before
Income
Taxes
(M$)

Income
Taxes
(M$)

Future Net
Revenue

After Income
Taxes
(M$)

Total Proved(2) 99,358 13,413 9,149 5,370 196 71,230 23,618 47,612
Total Proved Plus Probable(2)(3) 349,087 47,127 12,981 10,795 448 277,737 95,492 182,244
Total Proved Plus Probable Plus
Possible(2)(3)(4)

486,498 65,677 15,729 12,988 544 39,156 135,109 256,451

FUTURE NET REVENUE BY PRODUCTION GROUP
BASED ON CONSTANT PRICES AND COSTS(8)

Production Group

Future Net RevenueBefore Income
Taxes(Discounted at 10%/Year)

($000's)

Total Proved(2) Light crudeoil 54,252
Associated gasand non-associated gas 444

Total Proved Plus Probable(2)(3) Light crudeoil 200,430
Associated gasand non-associated gas 1,522

'
Total Proved Plus ProbablePlus Possible(2)(3)(4) Light crudeoil 287,139

Associated gasand non-associated gas 1,917

Notes:
(1) "Gross Reserves" are the Corporation's working interest (operating or non-operating) share before deducting royalties and without

including any royalty interests of the Corporation. "Net Reserves" are the Corporation's working interest (operating or non-operating)
shareafter deduction of royalty obligations, plus theCorporation's royalty interests in reserves.

(2) "Proved" reserves are those reserves that can be estimated with a high degree of certainty to be recoverable. It is 90% likely that theactual
remaining quantities recovered will exceed theestimated proved reserves.

(3) "Probable" reserves are those additional reserves that are less certain to be recovered than proved reserves. It is equally likely that the
actual remaining quantities recovered will begreater or less than thesum of theestimated proved plusprobable reserves.

(4) "Possible" reserves are those additional reserves that are less certain to be recovered than probable reserves. It is unlikely that the actual
remaining quantities recovered will exceed thesum of theestimated proved plusprobablepluspossible reserves.

(5) "Developed Producing" reserves are those reserves that are expected to be recovered from completion intervals open at the time of the
estimate. These reserves may be currently producing or, if shut-in, they must have previously been on production, and the date of
resumption of production must beknown with reasonablecertainty.

(6) "Developed Non-Producing" reserves are those reserves that either have not been on production, or have previously been on production,
but areshut in, and thedateof resumption of production isunknown.

(7) "Undeveloped" reserves are those reserves expected to be recovered from know accumulations where a significant expenditure (for
example, when compared to the cost of drilling a well) is required to render them capable of production. They must fully meet the
requirements of the reserves classification (proved, probable, possible) to which they areassigned.

(8) The product prices used in the constant price and cost evaluations in the Petrolifera D&M Report were as follows: (1) Light Argentina
crudeoil price: $49.29/bbl, (2) Argentina gasprice: $1.07/mcf and (3) non-associated gas: $1.13/mcf.

(9) The pricing assumptions used in the Petrolifera D&M Report with respect to net values of future net revenue (forecast) as well as the
inflation rates used for operating and capital costs are set forth below and are as at December 31, 2005. D&M is an independent qualified
reserves evaluator appointed pursuant to NI 51-101.

L ight Crude Oil Natural Gas Inflation Rate Exchange Rate
($Cdn/stb) ($Cdn/mcf) %/year $US/$Cdn

Year Forecast
2006 46.81 1.53 0.0 0.860
2007 45.49 2.03 2.5 0.860
2008 42.36 2.06 2.5 0.860
2009 41.68 2.10 2.5 0.860
2010 42.51 2.14 2.0 0.860
2011 43.38 2.18 2.0 0.860
2012 44.25 2.21 2.0 0.860
2013 45.14 2.25 2.0 0.860
2014 46.06 2.30 2.0 0.860
2015 46.98 2.34 2.0 0.860
2016 47.94 2.39 2.0 0.860
Thereafter 48.90 2.44 2.0 0.860
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(10) Values includeprocessing and other income.
(11) Values includeAlberta Royalty Tax Credit.

The following table summarizes Connacher's share of the capital expenditures made by Petrolifera on oil and
natural gas properties for the portion of the year ended December 31, 2005 during which Connacher consolidated
Petrolifera's accounts with Connacher's financial results. See "General Development of the Business".

Proper ty Acquisition Costs
($)

Exploration Costs
($)

Development Costs
($)

Proved Proper ties Unproved Proper ties

- $115,665 $1,651,460 -
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SCHEDULE D
AUDIT COMMITTEE CHARTER

The Audit Committee (the "Committee") of the board of directors (the "Board") of Connacher Oil and Gas Limited
(the "Corporation") shall have the oversight responsibility, authority and specific duties as described below.

Composition

The Committee will be comprised of three or more directors as determined by the Board. Each Committee member
shall satisfy the independence, financial literacy and experience requirements of applicable securities laws, rules or
guidelines, any applicable stock exchange requirements or guidelines and any other applicable regulatory rules. In
particular, each member of the Committee shall have no direct or indirect material relationship with the Corporation
which could reasonably be expected to materially interfere with the member's independent judgment.
Determinations as to whether a particular Director satisfies the requirements for membership on the Committee shall
be made by the full Board and shall be reviewed at least annually.

Members of the Committee shall be appointed from time to time by the Board. Each member shall serve until his
successor is appointed, unless he shall resign or be removed by the Board or he shall otherwise cease to be a director
of the Corporation. If a member of the Committee ceases to be independent for reasons outside that member's
reasonable control, the member shall immediately notify the Chair of the Board as to this fact and shall resign his or
her position as a member of the Committee on the earliest of (i) the appointment of his or her successor; (ii) the next
annual meeting of shareholders of the Corporation; and (iii) the date that is six months from the occurrence of the
event which caused the member to not be independent. The Board shall fill any vacancy if the membership of the
Committee is less than three Directors.

The Chair of the Committee may be designated by the Board or, if it does not do so, the members of the Committee
may elect a Chair by vote of a majority of the full Committee membership.

Operation

The Committee shall have access to such officers and employees of the Corporation and to the Corporation's
independent external auditors, and to such information respecting the Corporation, as it considers to be necessary or
advisable in order to perform its duties and responsibilities. The Committee has the authority to engage independent
counsel and other advisors as it determines necessary to carry out its duties and to set and pay the compensation for
any such counsel and advisors, such engagement to be for the Corporation's sole account and expense.

Meetings of the Committee shall be conducted as follows:

1. The Committee shall meet at least four times annually at such times and at such locations as the Chair of
the Committee shall determine, provided that meetings shall be scheduled so as to permit timely review of
the quarterly and annual financial statements and reports. The independent auditors or any one member of
the Committee may also request a meeting of the Committee.

2. The quorum for meetings shall be a majority of the members of the Committee, present in person or by
telephone or by other telecommunication device that permits all persons participating in the meeting to hear
each other.

3. The Chair shall, in consultation with management and the external auditors, establish the agenda for the
meetings and instruct management to ensure that properly prepared agenda materials are circulated to the
Committee with sufficient time for study prior to the meeting.

4. Every question at a Committee meeting shall be decided by a majority of the votes cast.

5. The Chief Executive Officer shall be available to advise the Committee, and may attend meetings at the
invitation of the Chair of the Committee. Other management representatives may be invited to attend. The
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independent external auditors shall be given notice of, and shall be entitled to attend, each meeting of the
Committee at the expense of the Corporation. The Chair of the Committee shall hold in camera meetings
of the Committee, without management present, at every Committee meeting.

6. A Committee member, or any other person selected by the Committee, shall be appointed at each meeting
to act as secretary for the purpose of recording the minutes of each meeting.

7. The Committee may delegate from time to time to any person or committee of persons any of the
Committee's responsibilities that lawfully may be delegated.

The Committee provides an avenue for communication, particularly for outside directors, with the independent
external auditors and financial and senior management and the Board. The independent external auditors shall have
a direct line of communication to the Committee through its Chair. The Committee, through its Chair, may contact
directly any employee in the Corporation as it deems necessary, and any employee may bring before the Committee
on a confidential basis any matter involving financial practices or transactions.

Responsibilities

The Committee is part of the Board. Its primary function is to assist the Board in fulfilling its oversight
responsibilities with respect to: (i) the preparation and disclosure of the financial statements, and accompanying
reports, to be provided to shareholders and regulatory bodies; (ii) the system of internal control and management
information systems of the Corporation that management has established; and (iii) the external audit process. In
addition, the Committee shall assist the Board as requested in fulfilling its oversight responsibilities with respect to
(i) financial policies and strategies; (ii) financial risk management practices; and (iii) transactions or circumstances
which could materially affect the financial position or results of operations of the Corporation.

The role of the Committee is one of stewardship and oversight. Management is responsible for preparing the
financial statements and financial reporting of the Corporation and for maintaining internal control and management
information and risk management systems and procedures. The external auditors are responsible for the audit or
review of the financial statements and other services they provide.

The Committee should have a clear understanding with the external auditors that the independent auditors must
maintain an open and transparent relationship with the Committee and the Board, and that the ultimate
accountability of the external auditors is to the shareholders of the Corporation.

The Committee shall provide the Board with a summary of all meetings together with a copy of the minutes from
such meetings. Where minutes have not yet been prepared, the Chair shall provide the Board with oral reports on
the activities of the Committee. All information reviewed and discussed by the Committee at any meeting shall be
referred to in the minutes and made available for examination by the Board upon request to the Chair.

Specific Duties

1. Financial Statements and Financial Reporting.

The Committee shall:

(a) review with management and the external auditors, and recommend to the Board for approval, the
annual financial statements of the Corporation, the reports of the external auditors thereon and
related financial reporting, including Management's Discussion and Analysis and financial press
releases;

(b) review with management and the external auditors, and recommend to the Board for approval, the
interim financial statements of the Corporation and related financial reporting, including
Management's Discussion and Analysis and financial press releases;
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(c) review with management and recommend to the Board for approval, any financial statements of
the Corporation which have not previously been approved by the Board and which are to be
included in a prospectus of the Corporation;

(d) consider and be satisfied that adequate procedures are in place for the review of the Corporation's
disclosure of financial information extracted or derived from the Corporation's financial
statements (other than disclosure referred to in clauses (a) and (b) above), and periodically assess
the adequacy of such procedures;

(e) review with management, the external auditors and, if necessary, legal counsel, any litigation,
claim or contingency, including tax assessments, that could have a material effect upon the
financial position of the Corporation, and the manner in which these matters may be, or have been,
disclosed in the financial statements;

(f) review the appropriateness of the accounting practices and policies of the Corporation, the use and
effect of judgment on accounting measurements, the adequacy of accruals and estimates used by
management in preparing financial statements and review any proposed changes in accounting
policies and procedures;

(g) review accounting, tax and financial aspects of the operations of the Corporation as the Committee
considers appropriate; and

(h) include in the annual information form each year, as required, a copy of the Terms of Reference of
the Committee and a report to shareholders on the Committee's activities in satisfying its
responsibilities during the year in compliance with these terms of reference.

2. Relationship with External Auditors.

The Committee shall:

(a) consider and make a recommendation to the Board as to the appointment or re appointment of the
external auditors, ensuring that such auditors are participants in good standing pursuant to
applicable securities laws;

(b) consider and make a recommendation to the Board as to the compensation of the external auditors;

(c) review and approve the annual audit plan of the external auditors;

(d) oversee the work of the external auditors in performing their audit or review services and oversee
the resolution of any disagreements between management and the external auditors;

(e) review and discuss with the external auditors all significant relationships that the external auditors
and their affiliates have with the Corporation and its affiliates in order to determine the external
auditors' independence, including, without limitation, (A) requesting, receiving and reviewing, on
a periodic basis, a formal written statement from the external auditors delineating all relationships
that may reasonably be thought to bear on the independence of the external auditors with respect
to the Corporation, (B) discussing with the external auditors any disclosed relationships or
services that the external auditors believe may affect the objectivity and independence of the
external auditors, and (C) recommending that the Board take appropriate action in response to the
external auditors' report to satisfy itself of the external auditors' independence;

(f) pre approve all non audit services (where such non audit services are considered to be above the
de minimus level referred to in applicable law) to be provided to the Corporation (and any
subsidiaries thereof) by the external auditors and review fee arrangements for such services (the
Committee may delegate to one or more of its members the authority to pre approve non audit
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services so long as such pre approval is presented to the full Committee at its first scheduled
meeting following such pre approval); and

(g) review and approve the hiring policies of the Corporation regarding employees and former
employees of the present and former external auditors of the Corporation.

3. Internal Controls.

The Committee shall:

(a) review with management and the external auditors, the adequacy and effectiveness of the internal
control and management information systems and procedures of the Corporation (with particular
attention given to accounting, financial statements and financial reporting matters) and determine
whether the Corporation are in compliance with applicable legal and regulatory requirements and
with the Corporation's policies;

(b) review the external auditors' recommendations regarding any matters, including internal control
and management information systems and procedures, and management's responses thereto;

(c) establish procedures for the receipt, retention and treatment of complaints, submissions and
concerns regarding accounting, internal controls or auditing matters on an anonymous and
confidential basis; and

(d) review with external auditors any corporate transactions in which Directors or officers of the
Corporation have a personal interest.

4. Financial Risk Management.

The Committee shall:

(a) review with management and the external auditors their assessment of significant financial risks
and exposures;

(b) review and assess the steps that management has taken to mitigate such risks;

(c) review annually the insurable risks and insurance coverages of the Corporation; and

(d) report the results of such reviews to the Board for the purpose of assisting the Board in identifying
the principal business risks associated with the businesses of the Corporation.


