AFFIDAVIT OF CHRIS BRADLEY Action No.: 0701-01113
sworn April 29, 2007.

IN THE COURT OF QUEEN’S BENCH OF ALBERTA
IN THE JUDICIAL DISTRICT OF CALGARY

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT
ACT, RS.C. 1985, C. ¢-36, AS AMENDED

AND IN THE MATTER OF CARIBOU RESOURCES CORP.

AFFIDAVIT

I, CHRIS BRADLEY, of the City of Calgary, in the Province of Alberta, MAKE
OATH AND SAY THAT:

1. 1am the President of Framfield Oil & Gas Ltd. (“Framfield”), and as such, have personal
knowledge of the facts and matters hereinafter deposed, save and except where I indicate, or the
context suggests that such information has been obtained from other sources or documents, in
which case I verily believe such information to be true. I am a Chartered Accountant with over
25 years experience working in roles such as ControHer, Vice-President Finance and

Administration and Chief Financial Officer for several public oil and gas companies.
Framfield

2. Framfield is a privately held Alberta corporation that carries on the business of investing in
resource exploration and development companies, in particular, oil and gas exploration and
development companies. Framfield has no debt and its assets consist of a portfolio of shares of
publicly trading oil and gas companies, including Caribou. In addition to its investment

portfolio, Framfield has cash in bank or similarly liquid assets in excess of $1,300,000.00.

3. Framﬁﬂd presently Owgs approximately 7.8% of the outstanding common shares of Caribou
Resources Coap. (“Caribou”). Framfield has had discussions with a number of other
shareholders of Caribou and I can confirm that holders of approximately 48% of the remaining
outstanding common shares of Caribou support Framfield’s efforts in this matter and many of

them have indicated their willingness and ability, in the right circumstances, to advance further
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capital to Caribou to assist in its long term survival should a restructuring acceptable to the

stakeholders be implemented.

Share Data Regarding Caribou

4. According to the annual report of Caribou for the year ending December 31, 2006 (the
“Annual Report”), as of December 31, 2006, Caribou had: (i) a total of 38,529,540 outstanding
common shares ; (ii) 109,973 outstanding share purchase warrants; and (iii) 2,742,500
outstanding share options as part of its stock option plan for the granting of options to directors,
employees and consultants. Attached hereto and marked as Exhibit “A” is a copy of the Annual
Report. o

5. Caribou’s shares trade on the TSX Venture Exchange, under the trade symbol CBU.
Attached hereto and marked as Exhibit “B” to this my Affidavit is 2 document obtained from the
TSX Venture Exchange website which illustrates the pricéa history and volume of trading of
Caribou’s shares from March 19, 2007 to April 27, 2007. Framfield is not trading and has not
traded Caribou shares since the CCAA filing and is not short on Caribou stock.

Communications between Framfield and Caribou

6. Framfield had no advance notice that Caribou was contemplating a CCAA filing and learned

it had obtained CCAA protection when Caribou issued its press release following the ex parte

application.

7. Following Caribou’s CCAA filing, Framfield requested information from Caribou regarding
Caribou’s management and cost structure so that Framfield could evaluate Caribou’s current
operational and financial status and determine what options may be available to preserve the
continuing operation of Caribou’s business. Despite repeated requests, Caribou refused to

provide Framfield with the requested information.

8. By March, I and others at Framfield were becoming concerned that Caribou’s management
were focussing on selling the assets of Caribou rather than pursuing options to restructure the
company and Framfield’s board instructed its chairman, Andy Crooks rto take responsibility for
protecting its investment in Caribou. Caribou also engaged Alger & Associates Inc. as financial

advisors and McCarthy Tétrault LLP as insolvency counsel.
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9. Following several discussions with Caribou on or about April 5, 2007, Andy Crooks sent a
letter (the “April Sth Letter”) addressed to Stephen Fagan, a Director and the Chairman of the
Board of Caribou, making a formal request for costing and management information regarding
Caribou’s operations. In particular, the April 5th Letter requested that: (i) Caribou provide
Framfield with the a copy of the report detailing the status of Caribou’s oil and gas reserves; (ii)
Caribou hold a shareholder’s meeting earlier than the proposed date of June 27 2006; and (iii)
Caribou prowde a full hstlng of all of its creditors, the amounts due to such creditors, and the
security status of such credltors so that optmns to maximize Caribou’s stakeholders’ interests

could be determined. Attached hereto and marked as Exhibit “C” to this my Affidavit is a copy
of the April 5th Letter.

10. I am advised that subsequently Andy Créaoks initiated meetings with a number of creditors
including Brookfield Bridge Landing Fund Inc. (“Brookfield”). Attached as Exhibit “D” is an
email sent by Andy Crooks to Mr. James Reid, Managing Partner, Energy of Brookfield on
April 13, 2007 following their meeting.

11. On April 20, 2007, Andy Crooks, along with Framfield’s legal counsel, met with certain
officers of Caribou, Caribou’s legal counsel, as well as the monitor, Deloitte & Touche Inc. (the
“Monitor”) and the Monitor’s legal counsel. At that meeting [ am advised that Andy Crooks
and our counsel asked for and were denied any information on the results of the marketing
activities or the claims process other than to be told by the Monitor that there were no major
surprises coming out of the claims process and the debt side of Caribou was generally as

described in the Company’s earlier court materials.

12. I am further advised that Ms. Christina M. Fehr, CEQO and Vice Chairman of Caribou; would
only indicate that as a result of the marketing activity the shareholders should not assume there
would be any recovery for them from the restructuring. I understand Andy Crooks and our
counsel were left with the understanding that Caribou would be seeking an extension of its stay
of proceedings on May 3, 2007, but could not obtain any information on whether or not an

application would be made at that time to approve any transactions.

13. With specific reference to the Monitor’s Second Report, Paragraph 17 and the references to
an April 17, 2007 deadline for proposals, I am aware that the time for receiving bids on the assets

had been extended to April 17, 2007. Framfield had never presented itself as a potential
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purchaser and had refused to sign the form of Confidentiality Agreement tendered to potential
purchasers as it prohibited consultation with other shareholders or creditors, the very thing

Framfield knew it had to do if it was going to be part of the solution to Caribou’s difficulties,

14. I am advised by Andy Crooks and our counsel that at the April 20" Meeting, Ms. Fehr made
the comment that time was running out if Framfield intended to make a proposal and Andy
Crooks responded that Framfield needed information if it was going to be able to assist Caribou,
financially and otherwise, in its efforts in restructuring. Subsequent to that meeting, which was
on a Friday afternoon, Caribou did forward a form of Confidentiality Agreement which was
appropriate in the circumstances and with some modification it was signed and returned on
Monday, April 23, 2007 and during the course of this week, information has started to flow to

Framfield and its financial advisors.

Time Required to Consider Options |

15. Framfield learned of the Brookfield proposal to acquire the assets for its debt and the
Monitor’s position on that transaction on Friday moming, April 27, 2007 with the issue of

Caribou’s Press Release and then learned additional details with the release of the Monitor’s

Second Report Friday evening.

16. As I understand Brookfield’s offer, it intends to acquire all the assets of Caribou for
$28,500,000 which is the amount estimated to be necessary to satisfy creditors having priority to
Brookfield and pay all but $500,000 of Brookfield’s debt. I may misunderstand the proposal as
the amount of Brookfield’s debt and prior charges described in the Monitor’s Second Report

would suggest Brookfield’s offer may be as high as $28,720,000.

17. The value of the assets Brookfield seeks to acquire, based on recent independent evaluations

referred to in the Monitor’s Second Report, cash forecasts and other evidence filed in these

proceedings are::

Description Amount.
Proved and probable P&NG Reserves $47.6 million
Undeveloped land 12.9 million
Cash in Bank @ June 1, 2007 2.7 million
Receivables (Estimated) 3.6 million
Total $66.8 million
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18. In addition, I understand from Christine Fehr’s January 30, 2007 affidavit at Paragraph 17 .
and 18 that Caribou has over $90 million of tax pools and significant capital cost allowance

pools, which would appear to be of value only to a reorganized Caribou or differently structured

acquisition.

19. 1 believe from a review of the Monitor’s Second Report that Brookfield continues to have all

interest on its debt paid, when due, Caribou’s cost of operations including administration costs of

its restructuring are being paid and Caribou’s cash in bank continues to increase.

20. Amongst the options Framfield is currently evaluating are:

Y

(b)

(c)

202585-389027

Framfieid is prepared to take over Caribou’s management by putting in place a
new President, Chief Executive Officer and new Chief Financial Officer should
the stakeholders require it. Roger Giovanetto, a professional engineer and
currently a director of Enterra Energy Trust is prepared to assume the role of
President and Chief Executive Officer. Mr. Giovanetto has many years
experience in developing and managing oil and gas companies, in particular
oilfield operations and oilfield consulting companies. I am prepared to step into

the role of Chief Financial Officer of Caribou.

Framfield has on hand $1.3 million dollars which it is holding for use in the
context of a Caribou proposal. Authority has been granted to use these funds,
together with sugh funds as other shareholders may be prepared to contribute as
referred to earlier in this Affidavit, as part of any reorganization that may be

developed and be acceptable to the stakeholders.

Framfield has also had discussions with a company interested in pursuing an
acquisition of Caribou and subject to confidentiality provisions has forwarded a
draft proposal to us and asked that Framfield instruct its counsel to assist in
development of that proposal with the intent that it be tendered to Caribou and the
Monitor. The transaction it describes is a combination of a CCAA arrangement
and a Business Corporations Act arrangement and envisions using a combination
of its shares and cash to obtain the support of the creditors and shareholders of

Caribou. That interested party recognizes that Brookfield must be dealt with to its
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satisfaction. In my view, that interested company, which is a public oil and gas
company has the size, ekpertise and borrowing capacity to make a deal happen

subject to various regulatory, shareholder and creditor approvals.

21. Framfield can give no assurances that any reorganization can be developed for the benefit of
the other stakeholders which includes employees, creditors and shareholders, but would like the
opportunity to try. To this end I would suggest an extension of the stay of proceedings for a
period of 30 to 45 days. While this is not sufficient time to conclude a transaction, I believe it is
sufficient time to allow Framfield and its advisors to continue to obtain information from

Caribou, consult the stakeholders and canvas various alternatives.

SWORN BEFORE ME at the City of )
Calgary, in the Province of Alberta, this )
29" day of April, 2007. )

) '

’ 0 /. Ky
A Commussioner of Oaths in and for the C ' LEY o
Province of Alberta

LARRY BOYD ROBINSOM
Borrioter & Solic fom
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FOR IMMEDIATE RELEASE
Caribou Resources Corp. 2006 Financial and Operating Results

Caribou

BESYERLEN LU kF

THIS IS EXHIBIT “A"
referred toint Affidavit of

G RIS CRADLEY..

Sworn beiore me this.....x'?:\..
dayof .k et AD.20e7]

sagfrarunsrnesrants

P TN

A Commissioner for Oaths
in and for the Province of Alberta

LARRY BOYD ROBINSOR
rd .
Barriste- ¢ go/r'(rh‘i‘Or“

CALGARY, ALBERTA - Caribou Resources Corp., (TSX-V: CBU) presents its annual report for the year ended

December 31, 2006:

Sumrnary Highiights
‘ Three months ended December 31 Twelve months ended Decermber 31 % change (12
: 2006 2005 2066 2005 months)
Financial ($000's, except shares and per share amounts)
il and natural gas revenues 5,384 10,590 25,738 32,484 (21)
Funds flow from operations /" (1,173} 5,642 5,460 16,024 {66)
Per share — basic & diluted & {0.03) 0.16 0.15 053 (72)
Net gain (ioss) (54,345) 1,276 {60,266) (1,293) 4,561
Per share — basic & diluted {1.41) 0.04 (1.63) {0.04) 3,975
Total assets 69,332 118,683 €9,332 119,683 {42)
Bank deb{ 10,829 1,545 10,829 - 1,545 3
Shart-ferm bridge facility 14,500 13,500 14,500 13,500 7
Shareholders’ equity 16,570 70,174 16,570 70174 (76}
Working capiial deficiency 43,064 22,158 43,064 22,158 ' 94
Common shares outstanding 38,528,540 34,849,924 38,529,540 34,849,924 i
Weighted average - basic 38,529,540 34,821,575 36,926,639 30,254,873 22
Weighted average - diluted 38,529,540 34,976,255 36,926,639 30,343,760 22
QOperating (boe - 6:1 basis)
Bales volumes
Crude oit and NGL's {bbis/day) 463 £38 515 698 {26}
Natural gas (mcfday) 4,572 6,391 5,647 4,848 17
Total oil equivalent (boe/day) 1,225 1,703 1,456 1,508 {3)
Product prices ($) . s
Crude oil and NGL's per bbi §5.83 63.50 65.24 63.04 3
Naturai gas per mef 7.14 11.61 6.53 9.28 {30}
Operating expense per boe () 33.59 14.25 22.29 1348 686
Netback per boe (§) 6.11 41.66 22.09 35.68 (38)

% Funds fiow from operations and funds flow from operations per share are non-GAAP terms that represent net loss adiusted for non-cash items. The Company evaluates its
performance based en these measures. These measures may not be comparable to other companies. The Company considers funds flow from operations a key measure as it
demanstrates the Company's ability to generate cash flow necessary to fund future growth through capital investment and to repay debt.

® Netback per boe is & non-GAAP term that is calcuiated as total revenus less royalties, operating costs and transportation costs on a boe basis. The Company evaluates its
performance basad on this measure. Netback per boe doas not have a standardized measure prescribed by Canadian Generally Accepted Accounting Principies and therefore
may not be comparable with the calculations of similar measures for other companies.



Message to Shareholders

Caribou Resources Corp. {"Caribou”) (TSX-V: CBU} presents ifs annual report for the year‘ended December 31, 2006:

The year 2006 has been an extremely challenging year for your company from many perpectives. Caribou undertook the single largest capital
expenditure program in its history, the results of which were signifcantly less than expected on both a production and reserves basis. The
results were compounded by the unprecedented competition and cost escalation experienced for services, equipment and peopie, the loss of
two significant wells in the second quarter of 2008, and the lower gas price environment. Due to capital constraints, the Company has
expended limited capita! since mid 2008 and did not conduct a winter program. Approximately $1.5 million was expended in the last quarter of
2006 to complete pipelining at Redwater and to conduct several workovers.

On January 30, 2007, the Company obtained creditor protection under the Companies’ Creditors Armangement Act {Canada), ("CCAA")

pursuant to an Order from the Alberta Court of Queen's Bench (the "Court”). CCAA protection stays creditors and others from enforcing claims
against Caribou and affords Caribou the opportunity to restructure its affairs. The Court initially granted CCAA protection for a period of 30

days, expiring February 28, 2007, which was subsequently extended to May 3, 2007. While under CCAA protection, the Board of Directors
maintains its usual role and management of Caribou remains responsible for the day-to-day operations of the Company under the supervision |
of a Court-appointed monitor who is responsible for reviewing Caribou's ongoing operations, assisting with the development and filing of a Plan
of Arrangement ("Plan”), liaising with creditors and other stakeholders and reporting to the Court. The Board of Directors and management are
primarily responsible for formulating the Plan for restructuring Caribou's affairs. .

This Plan will describe how Caribou proposes to restructure its affairs, The Plan requires approval by the Court and the requisite number and
value of the affected stakeholders. Despite the liquidity challenges we face, the Company has assembled a solid foundation for future growth

from its asset base. :

f
Caribou Resources Corp. was formed in December 2003 from a private company with approximately 200 boe/d of non-operated 17% Wi
production, and 50,000 acres of undeveioped land. With the subsequent investment of appreximately $116 million of capital ($106 milfion net of
dispositions) from that time (including land, seismic, infrastructure, capital expenditures and acquisitions) to the end of December 2006, the

Company now has:

+ Approximately 178,000 net acres of high working interest (80% W) undeveloped land independently evaluated effective January 31, 2007 by
Seaton-Jordan & Associates Ltd. at a value of $12.9 million;

= Ownership and access {0 extensive seismic over its lands (3D ~ 142 km and 2D — 4,345 kmyj;

+ 3,847 mboe of Total Proved plus Probdble reserves (64% natural gas and 36% oll) comprised of 1,648 mboe of Total Proved and 1,999
mboe of Total Probable reserves as evaiuated by McDaniel & Associates Lid. at December 31, 2006;

- Estimated sales production for Q1 2007 of between 1,100 and 1,200 boeld comprised of 60% gas and 40% oil, of which 85% is operated;

- Extensive ownership of facifities and significant infrastructure to facilitate future growth;

» Generated cash flow of over $30 millien since inception;

« Expended approximately $40 million of CEE on higher risk exploration projects. While some of these projects were not successful, the
exploration risk taken has resulted in several lower risk development and exploitation projects for the future. Caribou has proven up two
significant hydrocarbon discoveries for development. The first is a light oil Keg River discovery at Steen River in Northern Alberta, and the
second is an Ellerslie Sand fight il and gas development with water flood polential at Redwater in Central Alberta, which are discussed in more

detail in the Operations section of the MDEA;
= Accumuated tax pools of approximately $90.6 million, which fully shelter proved plus probable pre-tax net income as evaiuated by McDaniel.

In conjunction with the CCAA process, Scofia Waterous Inc. has been engaged by the Company to act as its financial advisor and to assist
management in identifying business opportunities.

On behalf of the Board of Directors,

Ross G. Robertson, P.Eng

Christina M. Fehr, BA, MSc
President and COO

Vice Chairman and CEC
April 4, 2007



Reserves

The Company's reserves were evaluated by McDaniel & Associates Lid. as at December 31, 2006,

The McDaniel's report is prepared in accordance with National Instrument 51-181 (Ni 51-101), the standard of disclosure for oil and gas
activities as mandated by the Canadian Securities Administrators.

Ni 51-101 replaced the former National Policy 2-B and requires a higher degree of confidence in the assignment of oil and gas reserves.
Under NI 51-101 Proved Reserves are defined to have a 90 percent probability that the actual reserves recovered wil equal or exceed the
assigned estimates, while probabie reserves are defined as having a 50 percent probability that the actual reserves recovered wil equal

or exceed the assigned estimates.

Gross reserves are the Company’s working interest share of reserves prior to deducting royalty burdens and do not include royalties
received by the Company. Net Reserves are the Company's working interest share of the reserves less all royalties owned by others

inclgding Crown, freehold lessors and overriding royally owners. Net reserves include all royalties received by the Company.

According to this methodology the McDanie! December 31, 2006 reserves for Caribou are as follows:

Summary of gross reserves
(Forecast Prices: December 31, 2006)

Reserves category Light/Medium Oil Natura! Gas  Natural Gas Liquids Cil Equivalent
mbbls mmcf mbls mboe
Proved
Proved producing 380.8 4,185.9 17.7 1,086.2
Proved non-producing 321 1,903.2 3.0 3523
Proved undeveloped 196.1 20.0 - 199.4
Total proved 809.0 6,109.t 20.7 1,647.9
Probabte 639.8 7.840.2 358 1,989.1
Proved plus probable 1,2458.8 14,0484 56.8 3,847.0
Net present values of future net revenue, before tax
(Forecast Prices: December 31, 2006)
i
Reserves category ($008's) 0% 5% 10% 15%
Proved . o
Proved producing 248035 22,780.8 21,083.0 18,462 6
Proved non-producing 37753 3,531.9 3,286.0 2,872.5
Proved undeveloped 2,516.3 2,027.5 1,6827.7 1,041.9
TFotat proved 31,0851 28,340.2 26,016.7 22,3770
Probabie 33,039.4 26,448.2 21,613.2 15,189.9
64,1345 54,788.4 47,629.9 37,6669

Proved plus probable




For comparison, 2005;

Net present values of future net revenue, before tax
{Forecast Prices: Decernber 31, 2005)

Reserves category ($000's) 0% 5% 10% 15%
Total proved 72,338 66,011 61,034 56,951
Probable 70,032 58,173 48,558 43,001
Proved pius probable 142,370 124,184 110,582 99,852
Summary of gross reserves
{Constant Prices: December 31, 2008)
Reserves category Light™Medium Qil Natural Gas  Natural Gas Liquids Qif Equivalent '
mbbis ‘ mmcf mmbils mboe
Proved
Proved producing 3814 4,1189 17.5 1.0854
Proved non-producing 321 1,903.2 30 352.3
Proved undeveloped 196.1 20.0 - 189.4
Tetal proved 600.6 | 86,0421 205 1,637.1
Probable 640.7 6,378.6 34.0 1,737.8
Proved plus probabie 1,250.3 12,420.7 545 3.374.9
Net present values of future net revenue, before tax
{Constant Prices; December 31, 2006) !
Reserves category ($000's) 0% - 5% 10% 18%
Proved )
Proved producing 20,6186 19,016.2 17,663.4 16,5146
Proved non-produging 2,658.0 2,570.5 2,454 4 23284
Proved undeveloped ‘ 2,864.4 2,301.2 1,850.0 1,489.0
Total proved 26,142.0 - 23,8879 21,9878 20,332.0
Probable 26,2256 21,1378 17 4C2.0 14.591.7
Proved plus probable 52,3676 45,025.8 39,365.8 34,9237
For comparison, 2005:
Net present values of future net revenue, hefore tax
(Constant Prices: December 31, 2005)
Reserves category ($000's) 0% 5% 10% 15%
Total proved 90,106 79,873 72,305 66,235
Probabie 99,382 80,796 67,524 57,601
189,488 160,769 138,829 123,836

Proved plus probable




Summary of forecast pricing assumptions
{McDaniel December 31, 2006)

Year WTI Edeonton Light AECO Spot Exchange Rate
{$US/bl) {$Cdrvbbl) (3CAVGS) $US/3Cdn
2007 62.50 70.80 4.85 0.87
2008 61,20 69.30 7.05 0.87
2009 59.80 87.70 7.40 0.87
2010 58.40 66.10 7.50 0.87
2011 56.80 64.20 7.70 0.87
2012 58,00 6560 7.80 0.87
1
Reconciliation of gross reserves by product type )
Total proved ’ il Gas NGL Qil Equivalent
' mbbl) (mmeh) (mbbl) (mboe)
December 31, 2005 514 12,516 43 2,642
Production {166} (1,988) an (514)
Acquisitions - - - -
Dispositions 77 (370) . {139)
Discoveries 184 114 - 202
Technical revisions 135 {2,682} - {312)
Minor revisions 19 (1,478) {5) {232)
December 31, 2006 609 6,108 21 1,648
Total proved plus probable Qil Gas NGL Qi Equivalent
(mbbl) {mmef) {mbhl) (mboe)
December 31, 2005 1,276 25,602 109 5,652
Production (166} (1,988) (17) (514)
Acquisitions - - - -
Dispositions (126) {648) - (234)
Discaoveries ' 305 508 - 391
Technicai revisions (88) {6,618) - {1,191)
Minor revisions 47 (2.810) (35) ' (456)
December 31, 2006 1,249 14,049 57 3,647




Based upon production:

Year ended Three months ended
December 31, 2006  December 31, 2006

Raserves life index

Production rate (boe/d) 1,456 1,228
Proved reserves (mboe} 1,648 1,648
Proved reserves life ratio (years) 3t a7
Proved plus probable reserves (mboe) 3,647 3,647
Proved plus probable resarves life ratio (years) ' 6.9 8.2
Before tax net asset value

(Using McDaniel December 31, 2006 Forecast Prices)

At December 31, 2006 {000's; except per share amounts} ' : 5% dcf 0% def '
Proved plus probable reserves ' : 54,788 47630
Undeveloped land (estimated at $70 per undeveloped acre) 13,067 ' 13,067
Seismic (estimated at $500 per km) 2,244 2,244
Net debt (December 31, 2006) (43,084) {43,084)
Net asset vaiue 27036 19,877
Shares cutstanding ! 38,530 38,530
Net asset value per share 0.70 0.52

After tax nef asset value is equal 10 before tax net asset value because the Company's tax poals fully shelter estimated future revenue.



Management's Discussion and Analysis

Management's Discussion & Anaiysis ("MDE&A") is intended 1o assist in the understanding of the trends and significant changes in the financial condition and resulls of
cperations of Caribou. The fellowing information has been prepared by management and should be read in conjunction with the audited financial statements for the vears
ended December 31, 2005 and 2005 together with the nioles related thereto. All cata is praserted in Cenadian dollars. The calcutation of barreds of o equivaient ("hoe") is
Dbased on a con jor rafic of six th cubic feet of natural gas o one barrel of oil o estimale refative energy content and does not P i1 & vélua equivalency at the
welthead. Boes may be misleading, particuarly if used in fsofation. Additonat information mlating te Carbou is available at www.sedar.com.

Non-GAAP measurements
The MO4&A contains the term funds fow from operations which should not be considered an aliernative io, or more mearningful than, cash fiow from operating activities or net
earnings s determined in accordance with Canadian Generally Accepted Accounting Principles ("GAAP") as an indicator of Caribow's performance. Caribou's determination
of funds fiow from operations may not be cormparable to that reported by other companies. The r iligtion baty net ings and cash flow fror: oparations, (which is
alse called "funds fiow from operations”) can be found in the statements of cash flows., The Company also presents funds fiow per share, wheraby funds fiow from eperations
is divided by the weighted average number of shares outstanding to determine per share amounts. This measure does not have any izerd ing prescribed by
GAAP and iherefore may not be comparable to similar measures pr by other In additien, maragement uses Netback, & non~-GAAP term, fo analyze
operating performance. Netback is calcuiated as total revenue iess royallies, operating costs and Fransportation calculated on @ boa basis.

|

Forward locking statements I
$Statements throughout this report that are not historical facts may be considerkd “forward fooking statements.” These forward looking statements sometimes include words o
the effect that management befieves or expects a stated condifion or rasult. All esti and stat 115 that di ibe the Company's objectives, goals or fiture pians are
forwmird locking statements. Since forward locking statements address fusture events and conditions, by thair very nature they invoive inherent risks and uncartgintias, Actual
resuits could differ materiatly from those eurrently anticipated due to any number of factors, including swch vatiables as new i ion regarding bl X
changes in demand for, and comymodity prices of crude oil and natural gas, legislative, environmental and other reguiatory or political changes, competition in araas where the

Company operates znd other factors discussed in this repors.

The Company
Caribou Resources Corp. (*Caribou” or the *Company”} is a full cycle exploration and development company primarily focused on

exploring for oil and natural gas in Northern and Central Alberta. The following discussion and analysis is dated April 4, 2007,
and is management's assessment of Caribou’s three months and year ended December 31, 2006 operating and financial results,

compared to the corresponding pericds for 2005,

Operations
In 2008, Caribou participated in {he drilling of 11 gross (7.8 net) wells, 9 grass (6.3 net) completions, 5 gross {4.35 net)

recompietions, and 12 gross {10 net) tie-ins.

This activity was carried out in Q1 and Q2, with the exception of a successful drilling of one well (15% Wi} in the Legal area of
Central Alberta, and including the successful tie-in of three wells (average 78% W) in the Redwater area.

These activities resulted in five producing gas wells , five producing oif and gas wells and one produsing oii well. In addition,
there are eight shut-in potential gas wells and one abandoned well.

Caribou experienced the unexpected loss of two strong wells which had commenced production in excess of 470 boe/d in total on ,
a working intevest basis. In one instance, this loss was due {o premature depletion. In the second case, it was due to poor ' .
mechanical condition of an acquired welibore. In this case, Caribou believes that there is significant potential to recover reserves

from this same gas accumulation, however achieving that wili require expending funds for the drilling of a new wellbore.

Aithough overall production was increased in 2005 and part of 2008, the additional production from the new wells drilled during
2008 has not offset normal production declines or replaced the production lost from the two wells referred to above.

Other pperations in 2008 included the acquisition of approximately 22km? of 3D seismic data in the Redwater (7.5km?), Wizard
Laks (6.7km?) and Westlock (7.8km?) areas of Central Alberta, These data sets have been processed and interpreted resulting
in a number of exploration prospects in Redwater and Wizard Lake.

Caribou's 2006 production averaged 1,456 boe/d, comprised of 515 bbi/d of oil and iquids and 5,647 mcfid of gas. This

compares to average 2005 production of 1,506 boe/d, comprised of 688 bbl/d of oil and liquids and 4,846 mciid of gas. Q4 2006
average production was 1,225 boe/d, comprised of 463 bblid of oil and liquids and 4,572 mefid of gas.
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January 2007 production averaged 1,129 boeid, comprised of 464 bblid of oil and liquids and 3,992 mefid of gas.

With the exception of the Legal well and the Redwater tie-ins discussed above, a very limited Central Alberta summer program
was conducted as a resulf of the Company's financial position. In addition, for the same reason, no winter 2006/2007 program

was carried out.

Effective September 1, 2006, Caribou sald its non-core Westiock property (approximately 30 boe/d) for $1.2 million. This
represented a substantial premium o the value carried for the property by the Company’s independent reserve auditors.

Effective December 21, 2008, Caribou soid certain non-operated assets (17% average W1} in Northern Alberta for $5.6 million.
The assets included production of approximately 70 boeld, seismic data and 220 mboe of proved and probable reserves based
on the Company's independent reserve report. Proceeds from these divestitures were used to reduce debt.

In 2006, the Company implemented a risk management program consisting of both fixed price contracts and costless collars as a
strategy 1o help mitigate commodity price volatility. in total, 246 boe/d and 2,480 GJ/d are covered for 2007. In 2008, 162 boeld
and 1,758 GJ/d are covered. In 2008, 115 hoe/d and 1,192 GJ/d are covered. These contracts are summarized in the Risk
Management Program section of this MD&A. !

Caribou continues td see strong production performanca from the 11-18 Keg River kight oil step out well {100% Wi} drilled last
winter at Steen River. The well was inifially brought on production in May 2006 at 159 boefd. Optimization efforts undertaken in
Octeber 2006 increased production to approximately 180 boefd. Developrent plans based on Caribou's on-going interpretation
of the 3D seismic indicate between four to ten potential drilling locations on this 100% Wi structure. Caribou received EUB
approval for the development as a result of a successful “holding” type special spacing application granted in Q3 2006. Pipeline
infrasiruciure constructed during the winter of 2006 will allow further developrment of this project as well as the tie-in of shut-in
gas wells in the vicinity. Caribou has determined that summer access and selective drilling could be conducted on this play,
contingent on extending the existing all weather road by approximately three miles.

Caribou remains encouraged about the prospect of continued horizontal development of the Basal Quartz sand, and & new play
involving horizontal exploitation and possible waterflood of an Upper Elferslie sand in its Redwater core area. Well controf based
on past development of the Basai Quariz at Redwater resulted in Caribou estimating an oif in place volume greater than five
milticn barrels of oil in this Upper Ellerslie sand. Core data for the Upper Ellerslie indicated elevated permeabiliies, and the
presence of four to six meters of correlatable sand is believed to bode well for horizontal exploitation and waterflooding of this
undepleted sand. Preliminary independent waterflood feasibility work carried out to date has suggested that the sand may be a
good waterficod candidate. Caribou's Redwater oil battery currently handles significant daily water volumes which could be
uiilized in a water flood project. Implementation of all the abovementioned projects is subject to capital availability.

In addition to the abovementioned deveiopment projects in Northern and Central Alberta, Caribou has significant shut-in gas
awaiting tie-in in Northern Alberta, and a grass roots inventory of seismically supported exploration locations in both Central and
Morthern Alberia.
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Net loss and funds flow

Three months ended December 31 Yaer enced Decomber 31

3 2006 2005 2006 2005
Net loss (54,344,799) 1,276,452 {80,266,125) (1,292,942}
Per share - basic {1.41) 0.04 {1.63) {0.04)

Per share - diluted {1.41) 0.04 {1.63) {0.04)
Funds fiow from operations {1,172,937) 5,641,931 5,459,785 16,023,906
Per share - basic {0.03) 0.16 0.15 0.53

Per share - difuted : {0.03) 0.16 » T DA 0.53.

The Company recorded a loss for the year ended December 31, 2006. in this period, Caribou recorded a $2.6 million writedown
of goodwill, a $52.4 million ceifing test impairment, and a $9.5 miliion writedown of future tax assets. In addition, reduced
revenue, higher costs in the field, higher depletion, interest, and G&A costs have all contributed to the loss in 2006.

Normai production declines, the unexpecied failure of two significant wells, lower gas prices and higher operating costs have also
contributed to lower funds flow from operations. ‘

t

Qil and natural gas revenues

Three months ended December 31 Year ended Decernber 31

$ 2006 2005 2006 2005
Qil and liquids 2,380,426 3,784,712 12,263,188 16,068,965
Per barrel 55.83 63.50 85.24 63.04
Natural gas 3,003,802 6,804,650 13,475,010 16,413,542
Per mcf T.44 11.671 6.53 : 9.28

For the year ended December 31, 2006, ol and fiquids revenue decreased 24%, primarily reflecting a 26% decline in oil and
liguids production volume, when compared fo the cotresponding year in 2005, Total revenue decreased 21% largely dueto a
17% increase in natural gas production offset by a 30% lower price and a 26% decline in il and liguids production volume.
Since the prior year, the product mix, as determined by production, has changed from 46:54 (oil and liquids . natural gas} to

35:65.

Royalties
‘Fhree months ended December 31 Yaar ended Decamber 31
§ (except %) \ 2006 2005 2006 2005
Royatties, net of ARTC 808,707 1,830,541 2,154,313 5,469,282
Per boe 8.06 11.68 4.05 9.95 .
% of revenue 16.9% 17.3% 8.4% 16.8%

For the year ended December 31, 2006, royalties decreased due to the application of increased gas cost allowances associated
with strategic infrastructure acquisitions completed in the fall of 2005. Caribou estimates the total value of these recoveries over
10 years to be approximately $8 million at a 10% NPV discount rate.

Royalties as a percentage of revenue are greater in Q4 2008, compared to the whole year, since the Company's annual gas cost
allowanse was fully achieved over the first nine months of the year.
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QOperating and transportation

Three months endeg Dacamber 31 Year ended Decernber 31

$ ' 2006 2005 2006 2005
Operating 31,625237 2,014,529 11,090,773 8,672,512
Per boe 3215 12.86 20.87 12,14
Transportation 162,836 218,433 754,405 727,705
Per boe 144 1.38 1.42 132
Total S 3,788,073 2,232,962 11,845,178 7,400,247
Per boe 33.59 14:25 22.29 13.46

Total operating costs for the year ended Decernber 31, 2008 increased 56% on a dollar basis, largely due to increased service .
rates’and field eguipment costs, and higher third party gas processing costs, particulary in the Company's northern core area.
Transportation costs increased marginally year over year, reflecting increased rates offset by decreased production. In addition,

annual operating costs were negatively impacted by approximately $672,000 of prior period costs related to an acquisition |

completed in 2004, eguivalent {0 $1.26/boe for the year. In Q4, the Company incurred one-time costs of $9.68 per boe related to

joint venture audit exceptions and non-recoverable charges.

Netbacks

"Three months ended Dacember 31 Year ended Dacember 31
$iboe 2006 . 2005 2006 2005
Revenue 47.76 68.59 48.43 50.00
Royalties, net of ARTC 8.06 11.68 4.05 9.95
Operating and transportation 33.59 14.25 22.29 13.46
Operating netback 6.1 41,66 22,09 35.68
General and administrative 6.57 2.99 5.97 4.30
Interest 263 234 578 2.06
Taxes {0.37) 0.31 {0.08) 0.18
Cash netback {0.72) 36.02 10,42 29.14

Operating netbacks decreased due to lower revenue per boe caused by a shift in product mix, fower gas prices and increased
operating costs, which were somewhat offset by lower royalties.

Cash netbacks were further impacted by higher interest costs associated with increased bank indebtedness, increased short-
term bridge facility, and higher interest rates.
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General and administrative ("G&A"}

Thres months ended December 31 Year ended Decernber 31

$ 2008 2008 2006 2005
General and administrative 740,186 468,516 3,173,180 2,362,327
Per boe 6.57 2.89 597 4.30

On a per boe basis, G&A expenses increased 39% compared o the prior year. The Q4 increase in G&A per boe reflects both
higher costs and the reduction in production volumes. During $he year, Caribou capitalized approximately $1.3 million (2005 -

$705,000) of G&A expenses directly related to exploration and development activities. Caribou began capitalizing general and
administrative costs in the second quarter of 2005 in order to conform with industry reporting practices.

Stock-based compensation

‘Fhree moenths ended December 31 Year ended December 31

5 ’ 2006 2005 2008 2008
Stock-based compensation i 245,498 36B.883 689,816 878,328
Per boe 2.1% 3.58 1.30 1.60

For the three and tweive month periods ended December 31, 2006, stock-based compensation decreased, reflecting the
expiration of options refated to staff reduction.

Interest and ather financing charges

Three months ended Decernber 31 Year ended December 31

s 2006 2005 2006 2005
interest and other financing charges 4,085,823 366,864 3,071,366 1,131,608
Per boe 8.63 . 2.34 5.78 2.06

The increazsed loan carrying costs reflect higher levels of principal and subordinated debt camied by the Company, higher interest
rates, and one-time financing charges associated with renewing and increasing the bridge facility.

For the first five months of the year, the bridge loan was $13.5 million. in June, the balance increased to $15 million until
September, al which time the Company repaid $0.5 million, resulting in a balance of $14.5 million o the end of the year. interest
rates on this bridge loan increased from 8.25% in January to 9% in May, and remained at 9% until the end of the year.

For approximately nine months of the year, the balance owing on the revolving credit facility fluctuated between §15 miltion and
$17 million. In December 2006, the Company made a payment of $5.8 million to reduce the outstanding debt 10 $10.8 miliion at
December 31, 2006.

In Q4, on a per boe basis, the Company incurred higher interest and financing charges due to approximately $287,000 (32.55 per
boe} in financing fees related to loan applications and due diligence. In addition, the Company had lower production in Q4.
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Depletion, depreciation and accretion ("DD&A™)

Tharee smonths ended December 31 Year ended December 3%

s 2006 2005 2606 2005
Depletion and depreciation 7,783,713 4,417,470 22,561,172 17,405,384
FPer boe 68.77 28,20 42.45 31.66
Accretion 103,812 52,902 402,530 287,088
Per boe 0,92 0.59 0.76 0.52

Year to date, DD&A increased 30% in total, and increased 34% on a per boe basis. DD&A rates during the year were
unfavorably impacted by considerable capital expenditures combined with a signficant decrease in reserves. Expiration of
undeveioped lands aiso increased the DD&A rate. At December 31, 2006, Caribou had 240 484 total net acres of which 186,672

was undeveloped.
N

Using the 5% net present value of proved and probable reserves from the independent December 31, 2006 reserve report, the
Company recorded a ceiling test impairment of $52.4 miilion for the year ended 2006, In addition, the Company has tested %he

fair value of goodwill and elected to record an impairment loss for the entire balance, being $2.6 million,

Taxes

Three months ended December 31 Year enced Decomber 31
g . 2006 2006 2006 2005
Capial taxes 41,290 . 48,548 41,280 97,382
Future income 1ax {recovery) {9,932,830) (442,680) {12,928,277) (1,253,962}

Caribou follows the liability method of accounting for income taxes whereby future income taxes are calculaled based on
temporary differences arising from the variance between the {ax basis of an asset or liability and its properly, plant and

equipment carrying value.

The Company has recorded a significant future income tax recovery due mainly to the temporary difference associated with the
ceiling test impaimment. In addition, the Company recorded a $9.5 million fulure income tax asset impairment.

The Company has estimated that availabie tax pools to reduce future taxable income are approximately $90.6 million. The
Company has a further $5.7 mitlion CEE to incur by December 31, 2007 in order to honor the commitments of the June 2006 flow-

threugh share issue. |

Summary of iax pools Year ended December 31
$ 2006
COGPE 14,221,044
CDE 28,609,097
CEE 7,104,241
Undepreciated capital cost 40,380,441
Share issue costs 3,356,338
90,571,161

Total

Liquidity and capital resources
For the year ended December 31, 2008, the Company experienced liquidity difficuities resuiting in current Kabilities of 547.8
million, offset by $4.8 million of current assets. Reduced cashflow from lower production and lower natural gas prices, combined

with insufficient new equity, were factors contributing to this working capital deficiency.

The Company had a revolving credit facility in the amount of $13 million with a Canadian chartered bank, bearing interest at
prime plus 0.25% per annum. The facilities were secured by a $35 million demand debenture with a first fioating charge {with a
right to fix) over alt the present and future property acquisitions. At December 31, 2006 the amount drawn against the existing
senjor revolving credit facility was $10.8 milion. A short-term development bridge facilily was obtained during the fourth quarter
of 2008 from an indepencent Canadian lending company. The effective inferest rate is at bank prime plus three percent and the
maturily date is December 31, 2008. At December 31, 20086, the outstanding balance of this bridge facility was $14.8 million.
The bridge facility is subordinated to the above revolving credit facility.
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In January 2007, the Company closed the $13 million revolving credit facility, and simuttaneously increased the short-term
development bridge facility 1o $28 million. The short-term development bridge facility is a demand loan and bears interest at
bank prime plus three percent, maturing March 30, 2607, and is secured by a $35 million demand debenture with a first fixed
charge over all the present and future property acquisitions, Subsequent io March 30, 2007, the maturity date of the bridge
facility was extended pending the outcome of the CCAA process. For the duration of the CCAA process, this facility bears default
interest at an additional 5%.

Cn January 30, 2007, the Company abtained creditor protection under the Companies' Creditors Arrangement Act {Canada),
("CCAA") pursuant to an Order from the Alberia Court of Queen's Bench {the "Court"). CCAA protection stays creditors and
others from enforcing claims against Caribou and affords Caribou the opporiunity to restructure its affairs. The Court initiatly
granted CCAA pratection for a period of 30 days, expiring February 28, 2007, which was subsequently extended to May 3, 2007,
While under CCAA protection, the Board of Direclors maintains its usual rofe and management of Caribou remains responsible
for the day-to-tay operations of the company, under the supervision of a Court-appointed monitor who is responsible for
reviewing Caribou's ongoing operations, assisting with the development and filing of a Plan of Arangement ("Plan"), liaising with
creditors and other stakehoiders and reporting to the Court. The Board of Directors arkd management are primarily responsible
for formulating the Plan for restructuring Caribou's affairs. '

b

This Plan will describe how Caribou proposes o restmctuzje its affairs. The Pian requires approval by the Court and the requisite
number and value of the affected stakehoiders.

Capital expenditures

Threg monts ended Dacember 31 Year ended December 31
5 2006 2005 2006 2065
Seismic and geclogical evaluation 75,047 647,115 854,047 768,977
Land acquisition and retention _ 161,380 32,753 4,331,923 1,188,035
Well deilling, completion, equipping and pipelining 1,419,690 8,483,470 37,200,730 42,139,035
Disposition {5,600,000} b {6,720,000) . {2,750,000)
Office equipment - 6,767 18,257 19,474
Total (3,943,883) 10,170,125 35,684,957 41,425,522

Caribou experienced significant operational cost overruns in the 2006 winter program, both on projects it operated as well as
those operated by its partners. The level of overruns were in the 40% to 50% range, consistent with that reported by other
industry operators, during a peried of unprecedented demand for labor and equipment. In programs not operated by-Caribou,
overruns were not provided by the cperator for approval until several months after the expenditures wers incurred. in certain
cases, finai expenditures were 100% higher than the original authority for expenditures provided by the operator,

b

Risk management program _
Caribou has implemented a risk management program consisting of bath fixed price contracts as well as costless collars which a
will help to mitigate commodity price volatility, provide both downside protection and the opportunity to share in the upside if

energy prices move upwards. These coniracts are as follows:

Product Violume Pericd Contract - Price

Natural gas 1.200 GJiday Nov 1/06 - Qct 31/07 Fixed $7.14/GJ AECO

Natural gas 1,280 Gd/day Jan 1/07 - Dec 31/07 Fixed $7.70/GJ AECO

Natural gas 1,758 Gd/day Jan 1/08 - Dec 31/08 Costless collar $7.00/GJ to $9.60/GJ AECO
Natural gas 1,192 Giday Jan 1/09 - Dec 31/08 Coslless coflar $7.00/GJ to $8.35/GJ AECO

oil 123 bblsiday Jan 107 - Dec 31/07 Fixed LIS$64.50/bbl WTI

Qil 123 bbisiday Jan 1/07 - Dec 31407 Fixed US564.80/bb1 WTI

Ol 81 bbisiday Jan 1/08 - Dec 31/08 Costless coliar LUS$65.00/bbi to LIS$70.50/bbl WTI
Qi 81 bbls/day Jan 1/08 - Dec 31/08 Costless cofar US3$65.00/bbi to LISET1.46/bbl WTI
il 58 bbls/day Jan 1/09 - Dec 31/09 Costless collar LI5%65 00/ to USS70.35/bbl WTI
Oil 58 bbis/iday Jan 1709 - Dec 31/08 Costless collar LI5$565.00/bb] to LISET.46/bbl WTI
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Related party transactions
The following transactions with related parties were dene on a fair value basis defined as the amounts that would be agreed upon

in an anm's Jength transaction between knowledgeable, willing parties, who are under no compulsion to act.

During the year ended December 31, 2008, the Company's legal counsel invoiced $244,038 (2005 - $398,311) for legal work
charged. The Company's former Corporate Secretary is a partner in the legal firm, inciuded in accounts payable at December
31, 2006 is $82,431 (2005 - $65,227) due to the Company’s legai counsel.

Off-Balance Sheet obligations
The Company has no off-balance sheet obligations, ' !

Business risks
The oil and natural gas industry inherently has many risks associated with it. The risks can be summarized in terms of economic,

financial, cost of capitai, environmental and human resource risk. Economic risk is the risk of finding and producing reserves at a
cost which produces an economic return. Financial risk consists of marketing production at a reasonable price given market
conditions. Cost of capital is the risk asscciated with Caribou's ability to obtain capital to fund its activities at a reasonable cost.
Environmental risk is the risk of carrying cut operations with potential for adverse impact upon the environment. Finally, human
resource risk is the risk of having access to expertise which will allow Caribeui to grow and prosper.

Accounting policies
Caribou’s accounting policies are stated in the notes to the financial statements. Caribou follows policies that are in accordance

with Canadian generally accepted accounting principles.

in 2005, the Canadian Institute of Chartered Accountants issued the following new Handbock Sections that the Company plans to
adopt effective January 1, 200?:‘

1} Section 1530, Comprehensive income

2) Section 3251, Equity
3) Section 3855, Financial Instruments - Recognition: and Measurement

4) Section 3865, Hedges
These standards will require all financial instruments (except financiai instruments qualifying for hedge accounting) be recorded
on the balance sheet at fair value, with changes to fair value charged against net income.

The Company does not expect these sections te have a material impact on its financial statements.
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Critical accounting estimates

The preparation of the financial statements under Canadian GAAP requires managament personnel to make estimates and
assumptions for many financial statement tems based on their estimate and judgment. The amounts recorded for depletion,
‘depreciation of property and equiprnent, stock-based compensation, and the provision for asset retirement obligations are based
on estimates. The ceiling test is based on estimates of oil and natural gas reserves, production rates, oil and gas prices, future
costs and other relevant assumptions. The caiculation of future income tax is based on assumptions, which are subject to
uncertainty as to timing and which tax rates temporary differences are expected to reverse. By their nature, these estimates are
subject o measurement uncertainty and the effect on the financial statements of changes in such estimates in fulure periods

could be significant.

The Company follows the full cost method of accounting for oil and natural gas properties as prescribed by the Canadian Institute
of Chartered Accountants {CICA) in Accounting Guideline 8. Under this method all costs associated with the acquisition of,
exploration for and the development of cil and natural gas reserves are capitalized. These capitalized costs are depleted or
depreciated on the unit-of-production method based on the estimated proved reserves. A revision to the estimate for proved
reserves can have a significant impact on eamings as proved reserves are a key component in the calculation of depreciation,
depletion and amortization. :

Costs related {0 unproved properties are excluded from c?pitalized costs being amortized through depletion and depreciation
expense. These cosis are excluded from the depietion and depreciation calculation until proved reserves are found or until itis
determined that the costs are impaired. Including these costs in the calculation could have a signiiicant impact on depletion and
depreciation expense for the year. Proceeds on disposal of properties are generally deducted from capitalized costs without
recognition of gain or foss except where such disposal constitutes a significant portion of the Company’s reserves.

Under the full cost accounting method, a ceiling test is performed at lsast annually to ensure that the net capitalized costs do not
exceed the undiscountad future netl revenues from proved plus probable reserves, plus the cost of unproved properties. Any
excess capitalized costs will be written off as an expense and charged to eamnings; however, future depletion and depreciation
expense would be reduced.

The Company retains McDaniet & Associates Consultants Lid., an independent petroleum engineering firm, to evaluate the
Company's proved plus probable oil and gas reserves. The estimation of reserves is subjective. Forecasts are based on
engineering data, future prices, expected future rates of production and the timing of capital expenditures, all of which are subject
to uncertainties and inferpretations. Reserve estimates will be revised upward or downward based on the resulls of future drilling,

testing and production leveis.

The Company recognizes a Hability for the future retirement obligations associated with its oil and natural gas properties. The
retirement obligation is initially measured at fair value, which is the discounted fiure value of the liability. This fair value is
capitalized as part of the cost of the related asset and amortized to expense over its useful life. The liability accretes untit the
date of expected settlement of the retirement obligation. Factors that can affect this estimate include the number of wells drilled,
well depths and area-specific environmental legislation.

[}

Changes in accounting policies and practices
Details outlining Caribou's aceounting policies are contained in the notes to the financial siatements, There were no changes in
the Company's accounting policies and practices in 2008, compared to the previous year. '
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Disclosure controls and procedures

The Vice Chairman & CEO and Vice President & CFO evaluated the effectiveness of the Company's disclosure controls and
procedures as at the financial year ended December 231, 2006. Based on thal evaiuation, the Vice Chairman & CEQ and Vice
President & CFO concluded that the design and operation of these disclosure controis and procedures were effective as at
December 31, 2008 to provide reasonable assurance that material information relating to the Company would be made known to
them by others within the entity.

Qutstanding share data

The Company's authorized share capital consists of an unlimited number of common shares without nominal or par value and an
unlimited number of preferrad shares issued in series. There were 38,529,54C common shares outstanding at December 31,
2008, and the same amoun{ of common shares outstanding as at the date of this report. As at December 31, 2006 there were

108,973 share purchase warrants outstanding.

The Company's slock option plan provides for granting of options to directors, employeles and consultants. At December 31,
2006 a total of 2,742,500 options were outstanding.

Selected annual data ‘
12 mgaths ended 12 months ended 12 months ended

December 31, December 31, December 31,
($000's, except per share amounts) ’ 2006 2005 2004
Qil and natural gas revenues 25,738 32,484 9,569
Net gain (foss) (60,268) (1.293) (2,253}
Per share — basic & diluted (1.63) {0.04) {0.19)
Total assets 69,332 119,683 85,879
Total long-term liabilities 4,802 14,042 14,206
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Summary of guarterly operating and financial resuits

2006 2008
Full Year Fourth Third Second First! Full Year Fourth Third Second First

Operating '
Natural gas (mcffday) 5,647 4,572 5,009 7,323 5704 4,846 6,391 4672 4814 3,569

Price ($/mef) .53 714 5.90 5.83 7.40 9.28 11.36 247 7.18 7.23
Oil and NGL's (bhisiday) 515 463 582 514 439 698 838 700 871 778

Price ($/bbly 65.24 £5.83 70.83 69.15 63.45 63.04 B63.44 70.37 61.57 57.90
Barrels of ol equivaient (per day) 1,456 1.225 1,417 1,135 1,450 1,506 1,703 1,479 1,473 1,373
Financial ($000’s, except per share amounts)
Qil and natural gas revenues 25,738 5,384 8,512 7,180 5,652 32484 10,560 8,618 8,900 6,378
Royaities, net of ARTC {2,155) (909} {484} @22 440)] (5470 (1,831}  (1,554) S41) (1,144
interest and other revenue 7 7 - - - - - - - -
Net revenues 23,590 4482 6,028 6,868 6,212 27,014 8,759 7,064 5,856 5,232
Qperating expenses 11,0891 3625 3214 2,685 1857 5712 1,808 1,201 1,386 1316
Transportation 754 163 194 215 32 1,688 424 353 454 452
General and admnistrative 3,173 740 600 1,185 648 2382 469 619 583 681
Stock-based compensation 689 248 7 185 230 878 298 302 141 137
Depletion and depreciation 22,561 7.754 5,307 65,394 4,108 17,405 4417 4424 4511 4053
interest 3,072 1,086 775 771 440 £,132 357 538 123 104
Writedown of goodwitl 2,607 26457 - - - - - - - .
Writedown of petroleum and natural gas properties 62,383 52,393 - - - - - - - -
Aceretion 403 104 102 100 ot 287 93 &7 65 62
Tolal expenses 56,743 68,718 10,218 10,546 7,260 29,464 7877 7.504 7.278 6,805
Income floss) before income taxes (73,153} (64,236) (4,191) {3.678) (1,048) {2,450) Ba2 (440) {1.318) (1,573
Capitai taxes (40 41y . 19 (18) fiors) (469) @ {14) “z
Future income taxes 12,928 9,933 291 2413 291 1.254 443 100 362 349
Net income {foss) for the perfod (60,265) - (54,344) {3,800} {1,246) (T75) {1,293) 1,276 (362) 871) (1,236}
Income (loss) per share (basic and diluied) {1.63} {1.41) {010} (.03) {0.02) (0.04) 0.04 (@.01) {0.03) (0.04)
Funds flow ($000°s} 5,459 {1,173) 1,245 2.020 3,367 16,024 5,642 4,329 3,386 2,667
Funds flow per share (basic) 0.15 {0.03}) 003 0.06 0.10 0.53 0.16 .15 .12 .08
Natbacks (§/boe)
Oil and natural gas revermees 4843 47.76 49.95 4554 50.97 £9.09 67.58 63.34 51.48 51.62
Royaities, net of ARTC 405 806 3.71 2.04 8.29 8.95 18,04 11.42 7.02 926
Cperating expenses 22.29 33.59 26.14 18.44 8.40 13.45 10.89 11.42 13.37 14.31
Operating nethack 22.09 6.1 2010 25.06 34.28 3568 4166 40.4% 30.68 28.05
General and administrative 5.97 6.57 4.60 7.50 447 4.30 289 4.55 4.42 5.52
interest ' v 578 9.63 594 488 337 2.06 234 3.96 0.82 0.83
Capital taxes (0.,08) {0.37) - (0.12) 0,14 0.18 0.31 016 0.10 041
Cash netback 1042 {8.72) 8.56 12.8C 25.80 2915 38.02 382 25.25 21,59
Total assets ($000's) 69,332 69,332 139,590 144433 138511 | 119683 {118,683 110,341 ©4,180 98,003




Caribou Resources Corp.

Balance Sheets

As at December 31, 2006 and December 31, 2005

2006 2005
ASSETS
Current assets
Accounts receivable $ 4,613,091 $ 12489328
Prepaid expenses 182,907 810,548
. 4,795998 13,300,876
Property, plant and equipment {note 3) 64,536,166 103,765,670
Goodwill ' - 2,607,407
$ 69,332,164 $ 119,682,853
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Bank indebtedness (note 4) $ 10,828,923 $ 10545177
Short-term bridge facility (note 4) 14,500,000 13,500,000
Accounts payable and accrued liabilities 22,530,781 11,422,696
47,859,704 35,467,873
Asset retirement obligations (note 5) 4,902,087 4,459 585
Future income {axes (note 6) - 0,581,922
52,761,791 48,509,380
SHAREHOLDERS' EQUITY
Share capital (note 7} 77,187,692 71,214,584
Warrants (note 7c) 208,767 1,111,527
Contributed surplus (note 8) 3,010,905 1,418,328
Deficit {63,836,981) {3.570,866)
16,570,373 70,173,573
$ 69,332,164 $ 119,682,953

Going concern {note 1). Commitments {note 11).
See accompanying notes to Financial Statements

Approved by the Board of Directors:

(signed)
Christina M. Fehr
Director

{signed)
Stephen J.A. Fagan
Director



Caribou Resources Corp.
Statements of Operations and Deficit

For the years ended December 31, 2006 and 2005

2006 2005

REVENUES
Ol and natural gas

$ 25738198 § 32483507

interest and other revenue 6,914 1,225
Less: Royalties, net of ARTC {2,154,313) {5,469,282)
23,590,799 27,015,450
EXPENSES -
Operating 11,090,773 6,672,512
Transportation - 754,405 727,705
General and administrative 3,173,180 2,362,327
Stock-based compensation (note 7) 689,816 878,328
Interest and other financing charges 3,071,366 1,131,608
Accretion (note 5) 402,530 287,088
Depletion and depreciation 22,661,172 17.405,394
Writedown of goodwill 2,607,407 -
Wiitedown of petroleum and natural gas properties 52,393,262 -

96,743,911 29,464,962

(73,153,112} (2,448,512}

Capital taxes . {41,290) {97,392}
Future income tax recovery (note 6) 12,828,277 1,253,962
42,586,987 1,156,570

NET LOSS FOR THE YEAR
Deficit, beginning of year

{60,266,125) (1,292,942)
(3,570,866) (2,277.924)

Deficit, end of year

$ (63,836,991) § (3,570,866)

Net loss per share (note 7e) ‘
Basic
Dijuted

$ {1.63} (50.04}
$ (1.63} ($0.04)

Weighted average common shares outstanding
Basic
Diluted

Qutstanding shares

36,926,639 30,254,873
36,926,639 30,243,760
38,529,540 34,849,824

Going Concern {nofe 1).
See accompanying notes to Financial Statements



Caribou Resources Corp.
Statements of Cash Fiows
For the years ended December 31, 2006 and 2005

2006 2005
Cash provided by {used in}:
OPERATING
Net loss for the year {60,266,125) $ (1,292,942}
Add {deduct) itemns not affecting cash:
Depletion and depreciation 22,561,172 17,405,384
Stock-based compensation 688,816 878,328
Accretion 402,530 287,088
Euture income taxes (12,928,277 {1,253,862)
Wiritedown of goodwill 2,607.407 -
Writedown of petroleum and natural gas properties 52,393,262 -
Funds flow from operations 5,459,785 16,023,808
Change in non-cash working capital 19,661,135 {5,525,970)
28,120,920 10,487,936
FINANCING
Bank debt 283,746 1,339,055
Proceeds from bridge financing 1,500,000 23,500,000
Repayment of bridge financing {500,000} (16,600,000}
Issue of common shares, net of costs 9,319,463 17,298,664
10,603,209 32,137,719
INVESTING ’
Property, plant and equipment, net of dispositions {35,684,957) (41,425,622)
Change in non-cash working capital {38,172) 1,210,133}
{35,724,129) {42,635,655)
Decrease in cash - -
Cash, beginning of year - -
Cash, end of yaar - 3 -
Supplementary disclosure
2,050,237 § 788,210

Cash interest paid

Cash is defined as cash and eash equivalents
See accompanying nofes 1o Financial Statements



Caribou Resources Corp.
Notes to the Financial Statements
For the twelve months ended Decemnber 31, 2006 and 2005

NOte 1 ; Going concemn

These financial statements have been prepared using Canadian generally accepted accounting principles applicabie to a going concem
which contemplates the realization of assets and seltlement of liabilities in the normal course of business as they come due,

As at December 31, 2006, the Company had a working capital cieﬁcieﬁcy, excluding bank indebtedness and short-term bridge facility (see
Note 4), of $17,734,783 and a deficit of $63,836,981. The working capital deficiency primarily consists of accounts payable and accrued
liabifities incurred during the Company's capital expenditure programs.

On January 30, 2007, the Company obtained creditor protection under the Companies' Creditors Arrangement Act {Canada), ("CCAA™)
pursuant to an Order from the Alberta Court of Queen's Bench (the "Court”). CCAA prolection stays creditors and others from enforcing
claims against Caribou and affords Caribou the opportunity to resteucture its financial affairs. The Court initiatly granted CCAA protection for
a period of 30 days, expiring February 28, 2007, which was subsequently extended to May 3, 2007. While under CCAA protaction, the
Board of Directors maintains its usual role and management of Caribou remains responsible for the day-to-day operations of the Company,
under the supervision of a Count-appointed monitor who s responsible for reviewing Caribou's ongoing operations, assisting with the
development and filing of a Plan of Arrangement ("Plan"}, liaising with creditors and other stakeholders and reporing to the Court. The
Board of Directors and management are primarily responsible for formulating the Plan for restruciuring Caribou's affairs.

This Plan will describe how Caribou proposes to restructure its affairs. The Plan requires approval by the Court and the requisite number
and vaiue of the affected stakehoiders.

Although CCAA protection enables Caribou {o continue with its day-to-day operations until its CCAA status changes, the implications for the
Caribou sharehoiders are less clear. At the end of the restructuring process, realizable value left for shareholders will depend upon the
terms of the Plan approved by the affected stakeholders. if the Plan is not approved, Caribou will likely be placed into receivership or

banknaptey.

The actual outcome of fidure events may differ from these plans. In parficular, there can be no assurance that the Company wilt be able te

successfully access debt financing objectives. These financial statements have been prepared on the basis that the Company wiil continue
{0 reatize its assets and discharge its obligations in the ordinary course of business and do not reflect adjusiments that would be necessary

if the going concem assumption was not valid. Such adjustments, if necessary, may be material.

Note 2 . sgnificant accounting policies

L)
The financial statements have been prepared in accordance with accounting principles generally accepted in Canada. The preparation of
the financial statements requires management to make estimates and assumptions that affact the reported amounts of assets and kabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses
during the reported period. Actual results may differ from these estimates.

(a8) Joint operations
A portion of the Company's oil and gas activities are conducted jointly with others and accordingly, these financial statements reflect

only the Company’s proportionate interest in such activities.



Caribou Resources Corp.
Notes to the Financial Statements
For the twelve menths ended December 31, 2006 and 2065 ‘

)

]

(@

(e)

@

Measurement uncertainty

The preparation of the financial staterments under Canadian GAAP reqlires management to make estimates and assumptions for
many financial statement iterns based on their estimates and judgment. The amounts recorded for depletion and depreciation of
property and eguipment, stock-based compensation, and the provision for asset retirement obligations are based on esliimates. The
ceiling test is based on estimates of oil and natural gas reserves, production rates, oil and gas prices, fultire costs and other relevant
assumptions. The calculation of future income tax is based on assumptions, which are subject to uncertainty as fo timing and which
{ax rates temporary differences are expected to reverse. By their nature, these estimates are subject to measurement uncertainty and
the effect on the financial statements of changes in such estimates in future periods could be significant.

' i
Property, plant and equipment ("PPSE") '
The Company follows the full-cost method of accounting for expioration and development expenditures. All costs of exploring,
developing and acquiring petroleum and natural gas properties, including asset retirement costs, and administration costs directly
related to exploration and development, are capitalized and accumulated in one cost centre as all operations are in Canada,
Maintenance and repairs are charged against income, and renewals and enhancements which extend the economic life of the PP&E
are capitalized. Gains and losses are not recognized upon disposition of petroleurn and natural gas properties unless such a

disposition would alter the rate of depletion by 20 percent or more.
[}

Depletion and deprediation
Depletion of petroleumn and natural gas properties and depreciation of production equipment are calculated on the unit-of-production
basis which is based on:

(i} total estimated proved reserves calculated in accordance with Nationat instrument 51-101;

(ity total capitalized costs pius estimated future development costs of proved undeveloped reserves including future estimated asset
retirernent costs, less unimpaired unproved property costs and the estirmated net realizable vaiue of production equipment and
facilities after the proved reserves are fully produced; and

{iii} refative volumes of petroleum and natural gas reserves and production before royalties, converted at the energy equivatent
conversion ratio of six thousand cubic feet of natural gas to one barrel of il.

impairment

The Company piaces a iimit on the aggregate canying value of PP&E. Impairment is recognized if the carrying amount of the PP&E
exceeds the sum of the undiscounted cash flows expecied to result from the Gompany's proved reserves. -Cash fiows are calculated
based on management's best estimates of future prices, adjusted for the-Company's contract prices and quality differentials. Upen
recognition of impairment, the Company would then measure the amount of impairment by comparing the carrying amounts of the
PP&E to the fair value of PP&E which is the estimated net present value of future cash flows from proved plus probable reserves.
The risk free interest rate is used fo arive al the net present value of future cash flows. Any excess camying value above the net
present value of the Company’s future cash flows would be recorded as a permanent impairment.

Asset retirement obligations

‘The Company recoghizes the fair value of its asset retirement obligations ("ARQC™) in the pericd in which they are incurred and when a
reasonable estimate of fair value can be made. The fair value of the estimated ARO is recorded as a leng-term liability, with a
corresponding increase In the camying amount of the related asset. The capilalized amount is depleled on a unit-of-production basis
over the life of the reserves. The liabllity amount is increased each reporting period due to the passage of time and the amount of
accretion is charged to eamings in the period. Revisions to the estimated timing of cash flows or to the original estimated
undiscounted cost would alse result in an increase or decrease fo the ARQ. Actual eosts incurred upon settlement of the ARO are
charged against the ARO to the extent of the liability recorded. Any difference between the actual costs incurred upon settlerent of
the ARO and the recorded liability is recognized as a gain or loss in the Company’s earnings in the period in which the settiement

QCCurs.

Revernue recognition
Revenues from sales of petroteum and natural gas are recorded when title passes from the Company to external parties.



Caribou Resources Corp.
Notes to the Financial Statements
For the twelve months ended Decemnber 31, 2006 and 2005

(b}

0]

)

(i}

income taxes
The Company follows the fiabiity method of accounting for income taxes. Under this method, the Company records future income

taxes for the effect of any differences between the accounting and the income tax basis of an asset or Hability using income tax rates
substantively enacied at the Balance Sheet date. The effect of a change in income tax rates on the future income tax assets and
liabilities is recognized in income in the period of the change.

Stock-based compensation pian

The Company's Option Plan provides for granting of stock options to directors, officers, empioyees and consultants. The Company
uses the fair value method for vaduing stock option grants. Compensation costs atiributed to share options granted are measured at
fair value at the grant date and expensed over the expected exercise time-frame with a corresponding increase to contributed
surplus. Upon exercise of the stock options, consideration paid by the option holder together with the amount previously recognized
in contributed surplus is recorded as an increase 1o share capital.

Per share information }

Per share information is caiculated on the basis of weighted average number of common shares outstanding during the fiscal year.
Diluted per share information reflects the potential dilution that could oceur if securities or other contracts to issue common shares
were exercised or converted to common shares, Diluted per share information is calculated using the treasury stock method that
assumes any proceeds received by the Company upon the exercise of in-the-money stock options would be used to buy back
common shares at the average market price for the period.

Flow-through shares

The resource expenditure deductions for income tax purposes related to exploratory activities funded by flow-through share
arangements are rencunced to investors in accordance with tax legislation. A future tax liabifity is recognized upon the renunciation
of the iax poois and share capital is reduced by the estimated costs of the renounced tax deductions.



Caribou Resources Corp.
Notes to the Financial Statements

For the twelve months ended Decamber 33, 2006 and 2605

NOte 3 : Property, piant and equipment

December 31, December 31,

$ 2006 2005
Qil and natural gas properties, plant and equipment 161,547,692 125,841,020
Qffice equipment and computers 134,651 116,384
© 161,682,343 125,857,414

Less accumutated depletion and depreciation ' 4 {97,146,177) (22,191,744)
) 64,536,166 103,766,670

tnproved oil and gas properties amounting 1o $9.7 million (2005 - $25.6 million) were exciuded from the depletion and depreciation
cafculation, Fulure development costs on proved undeveloped reserves of $6.1 million (2005 - $9,2 million) are included in the depletion

calculation.

Using the 5% net present vaiue of proved and probable reserves from the independent December 31, 2006 reserve repor, the Company
recorded a cefling test impairment of $52.4 million for the year ended 2006,

During the year, Caribou capitalized approximately $1.3 million {2005 - §705,000) of general and administrative expenses direclly related to
exploration and development activities.

OH prices per Gas prices per
Expected future commodity prices ($Cdn) ' barrel GJ
2007 62.50 6.85
2008 61.20 7.05
2008 59.80 7.40
2010 58.40 7.50
20t 56.80 7.70
Thereafter 58.00 - 69.30 7.90 - 9.50
N Ote 4 : Loans
December 31, December 31,
3 2008 2005
Bank indebtedness 40,828,923 10,545,177
14,500,000 13,500,000

Shori-term bridge facility

The Company has a revolving credit facility in the amount of $13 million with a Canadian chartered bank, bearing interest at prime plus
0.25% per annum. The faciiity is secured by a $35 million demand debenture with a first fioating charge (with a right to fix) over all the

present and future property acquisitions.

The short-term  development bridge facility was oblained during the fourth quarter of 2005 from an independent Canadian lending company.
The effective interest rate is at bank prime plus three percent with a matunity date being December 31, 2006, The bridge facility is
subordinated to the above revolving credit facility. As at December 31, 2008, the Company was in breach of the bridge facility covenants.

In January 2007, the Company ciosed the $13 millicn revolving credit facility, and simultaneously increased the short-term development
bridge facility to $28 million. The short-term development bridge fadility is a demand loan and bears interest at bank prime plus three
percent, maturing March 30, 2007, and is secured by a $35 million demand debenture with a first fixed charge over all the present and
fulure propery acguisitions. Subsequent to March 30, 2007, the maturity date of the bridge facility was extended pending the cutcome of
the CCAA process. For the duration of the CCAA process, this facility bears default interest at an additional $%.



Caribou Resources Corp.
Notes to the Financial Statements
As at December 31, 2606 and December 31, 2005

NOte 5 : Asset relirement obligations

Pecember 31, December 31,

& 2006 2005
Balance, beginning of year 4,459,585 2,918,925
{iabilities incurred 39,872 1,253,572
Accretion ‘ 402,530 287,088
4,902,087 4,459,585

Balgnee, end of year

The Company’s asset retirement obligations result from net ownerships in petroleum and natural gas assets including well sites, gathering
systems and processing faciliies. The Company estimates the total undiscounted amount of cash flows required to settle its asset
retirement obligations is $7.3 million, (2005 - $7.1 million) which will be incurred between 2007 and 2019. The majority of the costs will be
incurred between 2010 and 2016. An inflation rate of 2% was usel to inflate the costs, and a credit-adjusted risk-free rate of 8.5% was

used to calculate the fair value of the assef retirement obligations.

Note 6 : Taxes

The difference hetween the expected income tax provision based on the combined federal and provincial statutory tax rate of 34.49%

{2005 - 37.62%) and the amount actuaily provided for is as follows:

Year ended Decemnber 31,

$ 2006 2005
Tax expense {recovery) at 34.49% of net loss before faxes {25,230,508) (921,5086)
Non-deductible crown payments 298,856 1,337,884
Alberta Royaity Tax Credit (60,357) (122,265}
Stock-based compensation 237,918 330,427
Resource ailowance {293,908) {1,337,8599)
Nen-deductible expenditures 29,569 5,220
Writedown of goodwil ' 798,751 .
Writedown of future tax asset 9,477,243 -
Other 165,301 "
Rate recduction 1,648,858 {545,823}
Future income tax {recovery) {12,928,277) {1,263,962)
Future income tax liability is comprised of the following termporary differences:

December 31, December 31,
$ 2006 2005
Net book value of property, plant and equipment in excess of tax basis (6,947,363) 12,262,938
Asset retirement obligations (1,501,702) {1,499,312)
Writedown of future tax asset 9,477,243 -
Share issue costs {1,028,178) (1,181,704}

9,581,922




Caribou Resources Corp.
Notes to the Financial Statements

For the: twetve months ended Decamber 31, 2005 and 2005

Note 7 : Share capital

(a)

(b3

Authorized

Unlimited number of common shares without nominal or par value and an unlimited member of preferred shares issued in series,

Commen shares issued and outstanding

Number
of shares Amaount
Balance, at December 31, 2003 67.418,841 5,689,358 «
Consolidate shares on a 1 for 25 basis (70,723,053) -
Wite off of deficit against share capital - {2,276,240)
Shares issued to repay notes 584 460 1,553,604
Escrow shares cancelled {t.577) -
Share for share exchanges on acquisitions 14,944 302 30,579,678
Shares issuad for cash 15,904,379 24.842,815
2004 share issue expenses - {1,666,399)
Tax effect of share issue expenses - 589,904
Tax effect of flowthrough shares - {5,358,183)
Contributed surpius transfer for oplicns - 163,606
Balance, at December 31, 2004 28,128,352 54,127,143
Shares issued for cash upon exercise of warrants 42813 251,982
issued pursuant to private placement of flow-through shares 3,486,559 10,634,005
Issued pursuant 1o private piacement of units 3,009,200 6,469,778
Exercise of sock options 183,000 441,141
Share issue expenses, net of tax - {709,465}
Balance, December 31, 2005 34,845,924 5 71,214,584
Issued pursuant to private placement of flow-through ghares 3,679,616 10,000,002
Tax effect on renunciation of flow-through shares {September 2005 issue) - (3,575,152}
Share issue expenses, net of lax - (451,742}
38,529,540 $ 77,187,882

Balance, December 31, 2006

On January 22, 2004, the Company applied deficit against share capital which was approved by the shareholders at the annual general and special meeting of the

sharehoiders.



Caribou Resources Corp.
Notes to the Financial Statements

For the twelve mnnths ended December 31, 2005 and 2005

e

(d)

Warrants

On February 28, 2003, the Company issued 152,786 share purchase warants. Each warrant is exercisable into one common share at an exercise price of $§1.75
per share until February 28, 2005, $2.00 per share unlil February 28, 2008, $2.50 per share until February 28, 2007, and $3.00 per share untit February 28, 2008,
As at December 31, 2006, 38,813 of these warrants had been exercised at $1.75 per share, and another 4,000 warrants at $2.00 per share, leaving a balance of

109,973 warrants outstanding.

On September 8, 2005, the Company issued 3,009,200 units in connection with a private placement. Each unit was issued for $2.45 and consisted of one
common share and one-half of one common share purchase warran! with each fulf warrant entitling the hoider thereof to acquire an additional common share at

an exercise price of $3.00 at any time prior {o September 8, 2006.

Balance, December

Balance, December  Exercise price Expired (see
31, 2065 ($)  Fair value (§) Note 8) Issued Exercised ) Expiry Date 31, 2006
109,973 2.50 208,767 N - - - February 28, 2008 109,973
1,504,600 3.00 - i 1,504,600 - - September 8, 2006 -
1,614,573 208,767 1,504,600 - - 109,973

The fair value of ihe above warrans was calculated using the Black-Scholes option pricing moded with the following assumptions: dividend yield - nif; expecied
volatility - 77%; risk-free interest rate - 3.5%; weighted average expected life - 1.26 years; and weighted aversage estimated value of underlying shares - $2.47.

£ach warrant entities the holder 1o one common share of the Company.

Fiow.through shares

Under the terms of the Company’s flow-through share agreements, the Company has committed to incur approximately $6.25 rmilion (2005 - $11.2 million) of
qualifying oil and natural gas Canadian Exploration Expenses ("CEE") between June 8, 2006 and December 31, 2007. Of this amount approximately $5.7 miion
i% still to be incurred. Garibau will renounce the income fax benefits of these expenditures to the flow-through shareholders.



Caribou Resources Corp.
Notes to the Financial Statements
For the twelve months ended December 31, 2006 and 2005

{e) Per share amounts

U]

The following table summarizes the basis for the determination of basié and diluted per share amounts:

Year ended December 31,

. 2006 2005
Weighted average common shares outstanding - basic i 36,926,639 30,254,873
Weighted average common shares outstanding - diluted ‘ 36,926,638 30,343,760
Net loss per share:
Net loss for the period (8} {60,266,125) {1,292,942)
Basic ($/share) {1.63) {0.04)
' (1.63) (0.04)

Diluted ($/share)

Stock-based compensation

The Company has a stock option plan that is described below. Compensation costs atiributable to share options granted to
employees or directors are measured at fair value at the grant date and expensed over the expecled vesting time frame with a
corresponding increase to contributed surplus. The fair value of each option granted is estimated on the date of grant using the

Black-Scholes options pricing mode! with the following weighted average assumptions:

Year ended December 31,
2008 2005

Fair value of options granted (Stoption) 1.02 .76
Expected life of options (years) 3.5 35
Expected volatility (%) a5 75
Risk free rate of retum (%) 3.5 35
Expected dividend yiekd (%) Nit Nil




Caribou Resources Corp.

Notes to the Financial Statements

For the twelve menths ended Degember 31, 2005 and 2005

(g) Stock options

The Company's stock option pian provides for granting of options to directors, employees and consultants to a maximum of ten
percent of the total issued and ouistanding commeon shares of the Company. These options have a term of five years to exphy
and vest 30% as of the date of grant, 20% on each of the first two anniversary dates and 15% on the third and fourth anniversary
dates. The Company has reserved common shares for issuance under the stock option plan in the amount of the stock options
.outstanding from time to time. The following tables summarize the information about options to purchase common shares as at

December 31, 2006 and 2005,

5

* 2006 2005
Numberof  Weighted average Weighted average
options exercise price Number of options exercise price
{$/share) {%/share)
Balance, beginning of year 2,937,500 2.18 2,092,791 212
Granted 487,500 201 1,612,500 223
Terminated (682,500) 2186 (584,791) 2.1
Exercised for cash - - {183,000) 2.06
Batance, end of year 2,742,500 2.16 2,937,500 2.18
Exercisable, end of year 1,335,360 ‘245 1,183,600 217
Outstanding options Exercisable options
Weighted average
Number of options remaining Number of options Weighted average
Exercise price outstanding contractual life exercisable exercise price
{§/share) + {years) {$/share)
1.80 50,000 3.09 15,000 1.80
1.95 120,000 423 36,000 1.96
2.00 20,000 343 6,000 2.00
2.02 35,000 427 10,500 2.02
2.03 320,000 410 96,000 2.03
2.04 5,000 4.58 1,500 204
2.05 740,000 2.86 518,000 2.05
2.10 120,060 an 36,000 210
212 7,500 482 2,250 212
2.20 35,000 3.84 10,500 2.20
2.25 541,300 2.46 358,910 225
2.3 28,700 1.85 28,700 231
233 680,000 371 204,000 233
2.50 40,000 321 12,000 2.50
216 2,742,500 3.26 1,335,360 215




Caribou Resources Corp.
Notes to the Financial Statements

For the twelve months ended December 31, 2006 and 2005

Note 8 : Confributed surplus

December 31, December 31,
$ 2006 2005
Opening balance 1,418,328 603,997
Expiration of 1,504,600 warrants (see Nole 7o) . 902,?61 -
Stock-based compensation : ; 689,816 878,328 .
Exercise of stock options ' - {63,997)
3,010,905 1,418,328

NOte 9 : Related parly transactions

The following transactions with related parties were done on a fair value basis defined as the amounts that would be agreed upon in an amn's length
transaction between knowledgeable, willing parties, who are under no compulsion o act.

Buring the year ended Decemnber 31, 2006, the Company’s tegal counsel invoiced $244,038 (2005 - $308,311) for legat work charged. The Company's
farmer Corporate Secretary is a partner in the legal firm. included in accourts payable at December 31, 2006 is $82,431 (2005 - $65,227) due to the

Company's legal counsel.

NOte 10 : Financial instruments

The Company's financial instruments recegnized in the balance sheet consist of accounts receivable, accounts payable and accrued liabilities, bank
indebtedness, and shori-term bridge facity.

The estimated fair vaiues of the financial instruments have been determined based on the Company's assessment of available market information and
appropriate valuation methodologies; however, these estimates may not be necessarily indicative of the amounts that could be realized or setiled in a current

market transaction.

The carrying value of the Company's financial instruments approximate their fair market value due to thelr demand nature or relatively short periods to
maturity. A substantial portion of the Company’s accounts receivable are with customers and joint venture partners in the oil and naturat gas industry and are
subject to normal industry credit risks. The Company’s bank indebtedness and shori-term bridge facllity are subject {o fioating interest rates.
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Note 11

: Commitments

Under the terms of the Company's flow-through share agreements, the Company has committed to incur approximately $6.26 million (2008 - $10.6 million) of
qualifying off and natural gas Canadian Exploration Expenses ("CEE") between June 8, 2008 and December 31, 2007. Of this amount approximately $5.7
million is still to be incurred.

At December 31, 2006 the Company has 15 months remaining on the lease of the office premises at $11.50 per square foot plus costs, or approximately

$21,000 per month.

tn conjunction with the CCAA process (see Note 1), the Company has committed to the payment of retention bonuses. The retention bonuses will be paid in
the following installments: {i) a sum representing 5% of the employees’ satary if s/he continues to be actively employed with the Company up to and as of
March 31, 2007; and {ii) a sum representing 20% of the employees' salary if s/he continues to be aclively employed with the Company up to and as of July
31, 2007 or upon implementation of a court-approved Plan of Armangement under the CCAA proceedings, whichever ocours first

i

in November 2008, the Company entered into the following hedging contracts:

Product Volume Period Contract Price

Natural gas 1,200 Glfday  Nov /06 - Oct 31/07 Fixed $7.14/1GJ AECO

Natural gas 1,280 GJiday  Jan 107 - Dec 31/07 Fixed S7.70/G4 AECO

Naturai gas 1,758 GJiday  Jan 08 - Dec 31/08 Costless collar $7.00/GJ to $9.60/GJ AECO

Natural gas 1,192 GJ/day  Jan 109 - Dec 31/09 Costless collar $7.00/GJ 1o $8.35/GJ AECO
Qil 123 bbls/day Jan 1707 - Dec 31/07 Fixed t1S$64.50/bbt W1
Ol 123 bbis/day Jan 1/07 - Dec 31/07 Fixed LIS$64.80/bE WTI
(o514 81 bbisiday Jan 1/08 - Dec 31/08 Costless collar US$65,00/bb] to LS$70.50/bbl W
Qi B1 bblsiday Jan 1/08 - Dec 31/08 Costless collar US$65.00/bbl to USH71.46/mb0 WTI
Oif 58 bblsigay Jan 1/09 - Dec 31/02 Costless collar 15%$65.00/bbl to US$70.35/bbl WTH
Qil 58 bbis/day Jan 1/09 - Dec 31/69 Costless collar 1JS$65.00/bbl to US$71.45/bt WT1




Caribou Resources Corp.
Notes to the Financial Statements

For the twelve months ended Decernber 33, 2005 asd 2005

NOte 12 : Subseqguent events

In January 2007, the Company ciosed the $13 million revolving credit facility, and simuftaneously increased the short-term development bridge facilily to $28
milion. The short-term development bridge facility s a demand loan and bears interest at bank prime plus three percent, maturing March 30, 2007, and is
secured by a $35 million demand debenture with a first fixed charge over all the present and future property acquisitions. Subsequent to March 30, 2007, the
maturity date of the bridge facility was extended pending the outcome of the CCAA process. For the duration of the CCAA pracess, this facility bears default

interest at an additional 5%.

4

On January 30, 2007, the Company cbtained creditor protection under the Companie$' Creditors Arrangement Act (Canada), ("OCAA"), and has obtained
such protection pursuant to an Order from the Alberla Court of Queen's Bench (the "Court”). CCAA profection stays creditors and others from enforcing’
claims against Caribou and affords Caribou the opportunity to restruciure its affairs, The Court initially granted CCAA protection for a period of 30 days,
expiring February 28, 2007, which was subsequently extended to May 3, 2007. While under CCAA profection, the Board of Directors maintains ifs usual role
and management of Caribou remains responsible for the day-to-day operations of the Company, under the supervision of a-Court-appointed monitor who will
be responsible for reviewing Caribou's ongoing operations, assisting with the development and filing of a Pian of Arrangement {"Plan”), liaising with creditors
and other stakeholders and reporting to the Court. The Board of Directors and management will also be primarily responsible for formulating the Plan for

restructuring Caribou’s affairs.
“This Plan will describe how Caribous proposes to restructure its affairs. The Plan requires appiroval by the Court and the requisite rumber and value of the
affected stakeholders. ‘ ) .

Although CCAA protection enables Caribou to continue with its day-to-day operations until its CCAA status changes, the implications for the Caribou
shareholders are less clear. At the end of the restructuring process, the value of what is left for shareholders will depend upon the terms of the Plan approved
by the affected stakeholders. If the affected stakeholders do not approve the Plan in the manner contemplated by law, Caribou will likely be placed info

receivership or bankruptcy.

Note 13 1 Gomparative information

Certain information pravided for the previous periad has been restated to conform to the curent period presenzation.
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Certain information regarging Caribow in this news release including management’s assassment of future pians and operations,
protuction estimates, drifling inventery and wells to be drifled, timing of deiling and tie in of welis, productive capacity of new
weiis, capital expendilutes and the timing $hereal, may constitute forward-locking statements under applicable securities lows
and necessadly involve fisks including, without limitation, risks associated with oil and gas exploration, development,

expleitation, product rketing and transporiation, ioss of markets, voiatlity of commedity prices, currency fluctuations,
imprecision of reserve estimates, enviroamenial risks, compettion from ather producers, inability to retain driliing rigs and other
services, delays resulting from of inability to obtain required reguiatory approvals and abiity lo access sufficien! capital from
internal and extemal sources. As a consequence Caribou's actual resuits, per or achi s cold difter jal
from those expressed in, or npliad by, these forward fooking statements and, acsordingly no assurance can be given that any
events anticipated by the forwarnd jooking statements will transpire or ceur, or, if any of them da so, what benefits Caribou will
derive therefrom. Readers are cautioned that the foregoing list of factors is not exhausted. Furthermore, the forward looking
statements contained in this news release are made as at the date of this news release and Carbou does not undariake any
obligation to update publicly orto revise any of the included forward looking statements, whether as 8 result of new information,
future events or otherwise, except as may be required by appliceble securities faws. The TEX Venlure Exchange does not

accepl responsibility for the adequacy os accuracy of this refease.

Natura! gas reserves and volumes are converled to barrels of oil equivalent (boe) os the basis of six thousand cubic feet {mct)
per one barrel (b of oil. Boes may be misieading, particutarly if used in isolation. The £:1 boe conversion ratic is based upon
an energy equivalency conversion method primarily applicable at the bumer tip and does not represent a value equivalency at

the welihead.
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Price History .

Caribou Resources Corp.

, ~0.095 0.095 ~0.095 _ 0
Apr 26 0.095 0.100{  0.090] 72,000
Apr 25 0.090 0.090 0.080 187,946
Apr 24 0.080 0.100 0.080 209,000
Apr 23 BB ~0.120; 0,120 0.120 12,000
|Apr 20 0.120 0.130 0.075] 168,000 ' .
Apr19 0.120 0.120 0.120 ' 0 '
Apr 18 0.120 0.125: 0.120 28,000
Apri7 | 0.120 0.145 0.120 34,012
Apr 16 ~0.145 0.145 0.145 4,600
Apr 13 | ~0.185] 0.155 0.158 , 0
|Apr 12 0.155 0.160 0.130 109,910
Apr 11 0.165 0,165 0.165 . 0
Apr 10 0165 0.180 0,165 | 49,296
Apr 09 1 0.a6s 0.175 0.165 75,300
Apros 0.195 0.195 0.195 - 0
Apr 05 0.195 0.195 0.180 18,000
iApr 04 0.175; 0.175 . 0.175 32,500
Apr 03 0.200]  0.210 ~0.185 88,700
iApr 02 0.200 0.200f  0.200f 1,000
Mar30 | 0.165] 0.165; ~ 0.160 45,500
Mar 29 _ 0.165 0.165] 0.165 2,200
Mar 28 0.165 0.165 0.160 20,500
Mar 27 0.160 0.160 0.160; 7,629
Mar 26 0.160] 0.1604 0.150 17,500
Mar 23 0.160 0.160 0.160 38,500
iMar22 - 0.470] 0.170 0180 36,030
Mar 21 0.140 0.140 0.130 21,500
Mar20 0.150 0.150 0.150 1,112
Mar 19 0.130] 0.185 0.130 20,300
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referred to in the Affidavit of
ongis HaADLEY
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A Commissioner for Oaths
in and for the Provinee of Alberta

LARRY BOYD ROBINSON
Barresten .%’ Colicidon
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Andy Crooks, Chairman
Direct: 265-5489, acrooks@nucleus.com

April 3, 2007 | THIS IS EXHIBIT Ei
i ferred to in the Affidavito
Caribou Resources Corp. e ) ADLE
1545, 101 - 6 th Avenue, S.W. . < —\f;‘z\ s ;‘5]; 9:—01%*}
Calgary, Alberta, T2P 3P4 worn before medhis... 100
= “ dayof ... Apkrx, .. AD. 2021,
Attention: Stephen Fagan 000 prHFC
' A Commissioner for Oaths
: In and for the Province of Alberla
Dear Mr. Fagan LARRY BOYD ROBINSON

_ N Bﬁfﬁf's‘f*&‘ «; Solre Mo
As indicated in our recent. meeting, I represent Framfield Qil and Gas ., a 7.8%
shareholder in Caribou Resources Corp. ( CBU)

In addition, T am working with a number of other shareholders who hold approximately
47% of the CBU’s outstanding shares and who agree with the requests set forth below.
This is a total of 54.8%. I have also discussed the issues set forth below with certain
CBU creditors, some secured and some unsecured. The shareholders are prepared, as you
have been advised, to invest follow-on capital into CBU to support it and see their value

protected.

CBU has chosen to seek protection under the Companies Creditors Arrangement Act
(CCAA). That process is intended to preserve value for the creditors, in the first place,
and the shareholders in second place. The spirit and policy of the CCAA favours
preservation of the company as a going concern. The actions of management are not
conforming to the spirit of the CCAA. We know that you have been asked to allow
interested parties access to management and information about CBU’s management and
cost structure. These requests have been denied or frustrated. Information is limited to
reserve and technical information. The critical costing and management information, is _
necessary for an evaluation of CBU as a going concern. The on-going resistance to
disclosure of critical information impedes the process, delays solutions and erodes value,
particularly for the shareholders. All of the actions of management, both current and for
the months preceding the CBU CCAA application, are directed to or inclined to asset
sales and winding up. For this reason we feel we cannot stand by and wait for a solution

to happen.

While we are quite prepared to work with CBU within the context of the CCAA process,
you should be aware that if our requests for the following are rejected, it is our intention
to appear before the supervising judge to seek an order directing the following:

C:\DOCUME~1\Owner\LOCALS~1\Temp\Stcve Fagan memo v6 CABs comments.doc
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 the Reserve Report, recently completed and released in summary form in a press
relea.se, should be disclosed fully and completely immediately and our request is
that it be made available to any interested parties;

» the proposed June 27, 2006 shareholders date is unacceptable. A date that has 21
" days notice seems more appropriate in the current situation (the niceties of
securities laws and rules have been overtaken by CBU’s act of insolvency); at the
very least the minimum required date to prepare mailing materials, allowing for
the fact that we will file an Information Circular contemporaneously with yours.
We therefore ask that you take all steps necessary, including an application under
the CCAA process, to hold a shareholders meeting at the earliest possible time;

* as the cut off for creditor disclosure submissions has passed, CBU should post on
the website a full listing of all creditors and the amounts due in the company's
view and an indication as to their security status; and :

¢ CBU should waive any restrictions imposed on any party who has signed a
Confidentiality Agreement within the last 12 months limiting or prohibiting
discussions with creditors or shareholders,

Let me comment on the above and our rationale for requesting same,

The Reserve Report is a Material Fact in the context of the insolvency processes in which
CBU is involved. Such a report would be a Material Fact in the normal course, but in
these circumstances materiality is highlighted and therefore, as a matter of securities law,
ought to be disclosed immediately. Additionally, in the context of the insolvency
processes which CBU has engaged, the full and complete disclosure of this information
will more expeditiously and quickly allow all stakeholders to assess where they stand and
how best they can proceed towards an appropriate conclusion. Prudence and good
judgment in this-circumstance would compel an immediate release.

The June 27, 2007 proposed shareholders meeting date is too far away. The extension
under the insolvency processes on which you are embarked expires May 3, 2007. You
may take it from me that a majority of the shareholders are likely to attend at that meeting
and will vote for a new slate of directors. Additionally, major creditors have expressed
their dissatisfaction with the way in which CBU has approached this situation and the
lack of credibility which exists regarding the current management team. We believe that
this lack of trust will inhibit the ability of CBU’s current management to resolve matters
effectively and on a timely basis. We think that you should apply to the court to have the
court set a meeting process for an immediate shareholder meeting, 21 days notice under

the ABCA would seem appropriate.

It is therefore incumbent upon CBU to seek the earliest possible shareholder meeting
date. The earliest possible date may even supervene the normal securities law
requirements for the calling of public company sharcholders meetings. Unless CBU
makes the date change, and applies to the court to abridge the normal time frames, we
intend to seek an earlier date before the judge charged with the responsibilities of

C:\DOCUM-E-1\0wner\LOCALS~I\Telx.np\Steve Fagan memo v6 CABs comments.doc
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administering the insolvency processes in which the Company is involved. We therefore
encourage you to identify the earliest possible date, and if necessary seek court approval
for that early date so that the shareholders may receive their appropriate input to the
ultimate resolution before the assets become thoroughly eroded by the huge on-going
costs of delays. ‘

In regards to the shareholder meeting, I can advise that we have assembled a preliminary
slate of directors. I have also asked if you would stand for re-election suggesting that
some continuity would be advisable to assist us in preserving the value of CBU. [ hope
that you will agree that the other members of the proposed slate would easily qualify to
sit on this Board, and that you would enjoy working with them.

The shareholders and all creditors are entitled to a full disclosure of the creditors list and
their amounts and CBU’s view as to the status of their security in order to make an
informed decision in the context of the insolvency processes in which the company is
involved. Time is of the essence and no interest is served by withholding this
information. Immediate disclosure is’ therefore requested and, as mentioned above in
respect of the other matters discussed herein, it is our intention to apply to the court to
compel disclosure should the company not do so on its own volition.

To the extent that CBU’s Confidentiality Agreements, which govern all parties who have
requested and been granted access to the Data Room, contain restrictions on discussions
and interactions with both crediters and shareholders, we are now requesting that those
restrictions be waived in writing. In the normal course with a company which is not
subject to "going concern” qualifications, this restriction may seem prudent. Although
even in the normal course, many would argue that such a restriction is unwise and
inappropriate. In the current circumstances facing CBU, these restrictions are completely
inappropriate. It is our view, therefore, that the directors, exercising prudence in current
circumstances, must contact all parties who have signed these Confidentiality
Agreements, and serve them notice that the CBU waives any restrictions which they are
otherwise entitled to enforce, allowing a free and open exchange of views and dialogue
between the various stakeholders in the company.

If the Board of Directors of CBU- is interested in moving forward with the company as a
"going concern", a full and frank exchange of views and information is absolutely
required. It is our view that if CBU persists in maintaining these restrictions, the Board
of Directors must, on the evidence of its actions, intend for a disorderly liquidation of the
company at “fire sale” prices and that is certainly not in the best interests of the creditors
or the shareholders. Again, should management fail to respond appropriately we intend to
seek the guidance of the court.

The matters discussed in this letter are serious and significant and worthy of due and
appropriate deliberation. The circumstances of the company are, however, such that
deliberation must be as expeditious as possible. We therefore request a written answer to
these questions and issues before Thursday, April 12, 2007. If we have not received a

CADOCUME~1\Owner\LOCALS~1\Temp\Steve Fagan memo v6 CABs comments.doc
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timely and favorable reply, it is our intention to commence applications to the judge

charged with oversight of the insolvency processes forthwith.

You will also have noted by now that we have listed ourselves as a "Party requiring
Service". Our lawyer is contacting the other lawyers involved giving them an outline of

our position.

We are sensitive to the concerns of the Board of Directors and the possible liability that
they may face. It is, however, our view that all of the actions that could attract any
liability have occurred. To mitigate any further liability, the steps that we have proposed
in this letter ought to be undertaken immediately.

Yours,

FRAMFIELD OIL & GAS LTD.

Andy Crooks ; '

Chairman .
AJC/pdw

cc: Guy Odhams, Larry Robinson

CADOCUME~1\Owner\LOCALS~1\Temp\Steve Fagan memo v6 CABs comments.doc
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Robinson, Larry B.

From: Guy W.L. Odhams [godhams@alger.ca]
Sent:  April 29, 2007 9:44 AM
To: Robinson, Larry B.; chradley@maconresources.com; Hutchison

Subject: FW: Caribou

fyi

Guy W.L. Odhams THIS IS EXniBil .. b ............. ’
enior Vice President . . -
e o s referred to in the Affidavit of
Direct: (403) 296-3143 Chgis. ReAdLE
e s AR e RELIR b I
Fax: (403)296-2988 Sworn before me thisy..... A Ik

Suite 400, 602 11th Avenue SW
Cealgary, Alberta
T2R 148

/e
/g TaLGER

A Commissioner for Oaths
in and for the Provino- cf Alberta

LARRY pOYD Borr 1
nly for the use of the addressee and may contairt information that is privileged and confidential, if you are not%hcéaiggér%gd re{:ipiegt, s bec 5
vthat any dissemination of this communication is strictly prohibited. If you have received this communication in emor, please notify us Seltito-

From: Andy Crooks [mailto:acrooks@nucleus.com]
Sent: April 13, 2007 3:22 PM

To: Jim Reid

Subject: Caribou

On behalf of Framfield and other shareholders, I have submitted a letter to the Board of Directors of
Caribou asking for three things:

1. The earliest possible setting of a shareholder meeting date;

2. A waiver of all restrictions on conversations amongst any party that has signed a
Confidentiality Agreement, to allow such parties to freely deal with shareholders (such as
ourselves) and creditors; and

3. Immediate release of all details and particulars relating to the recent reserve study.

I am anticipating that the Board of Directors will reply to these requests in the negative. We will
continue to press forward for the earliest possible shareholder meeting date. I have advised the company
that we now have a slate of directors and an interim management team prepared to step in immediately
after the shareholders meeting. I continue to speak with some confidence about he results of a
shareholders meeting, inasmuch as our group now holds 54.6% of the voting shares of the company.
Although we do not have a formal agreement whereby each of the shareholders will vote in a certain
direction, each of the shareholder groups has put forth the names of director nominees who have agreed

to stand on the proposed new board of Caribou.

The board of directors of Caribou, and in particular its Chairman, are taking our letter request very

04/29/2007
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seriously. They are meeting on Tuesday, April 10, 2007 to consider our requests and T expect answers
during that week. ‘

You will no doubt have learned by now that the company has extended its cutoff date for receipt of
proposals from parties that have-been through their data room. This date has been extended to April 17,
2007. ‘

We are not at all confident that management of Caribou is working on refinancing or other proposals
which would preserve the company as a going concern, and amongst other things, preserve the tax loss
carryforwards. WE continue therefore to work on an alternative proposal. To that end, [ have been in
meetings with Paramount Resources and other creditors.. In addition, we continue our dialogue with
potential new sources of capitalization. We continue to hope in the near future to move forward with an
alternative proposal, which may include a possible inclusion of Brockfield’s restructuring fund.

Of course my principal hope is that management succeeds in developing a plan whereby the company’
discharges all of its debt obligations and protects shareholder value. But in case they are not working to
that end, we continue to do so. <

If you have any questions, please call me.

This has been sent by
Andy Crooks

His contact information is:
#404, 602 11th Ave. SW
Calgary, Alberta T2R 1J8
Phone: 403-265-5489
Fax: 403-537-6088
1-800-447-1833

HAMADNOANT
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