


























NOTE 15 - CHANGES IN NON-CASH WORKING CAPITAL

Years ended December 31, 2007 2006
Change in:

Accounts receivable and other current assets $ (28,198) $ 8,180

Accounts payable and accrued liabilities 109,185 (102)

Depletion related to other current assets 362 -

Accrued financing items - 3,136

$ 81,349 $ 11,214

Changes relating to:

Attributable to operating activities $ 10,716 $ 3,046
Attributable to financing activities (Note 13) $ 1,178 $ 6,921
Attributable to investing activities $ 69,455 $ 1,247

NOTE 16 — ACQUISITION OF PEERLESS

On January 28, 2008, Petrobank acquired all of the issued and outstanding shares of Peerless Energy Inc. (“Peerless”) for a cash payment of
$61.6 million, the assumption of debt and working capital deficiency of approximately $61.0 million and through the issuance of 4,931,672 common
shares of Petrobank. The purchase method will be used to account for the acquisition.

NOTE 17 - COMMITMENTS AND CONTINGENCIES

Pursuant to current exploration contracts, Petrominerales has work commitments, to be completed by March 31, 2009, totalling US$35.4 million.
The work commitments are normal course of business exploration activities that include acquisition and processing of seismic data and drilling of
exploration wells. Petrominerales has secured five drilling rigs and two completion rigs with contract terms expiring April 2008 through

November 2009 in order to fulfill those exploration work commitments and future development plans. At December 31, 2007, the costs remaining
on these contracts totalled US$64.3 million, a significant portion which will be used to satisfy exploration work commitments. Petrominerales plans
to fund these costs with existing cash balances, cash flow from operations, and available credit facilities. Petrominerales has issued letters of credit
totalling US$5.5 million outstanding in connection with the obligations on these exploration contracts.

The Company has committed to one drilling rig under long-term contract until September 30, 2008 to facilitate the drilling program targeting the
Bakken formation in southeast Saskatchewan. At December 31, 2007, the Company had commitments of $2.1 million remaining under the terms of
the contract.

The Company is committed to spend US$1.6 million until the end of 2011 for air compression rental at the Whitesands project.

At December 31, 2007, Petrobank was committed to payments under operating leases for office space as follows:

Year

2008 $ 1,261
2009 210
Total $ 1,471

The minority shareholders that previously owned a 16 percent interest in Whitesands have indicated that they are challenging the Whitesands valuation
amount that determined the purchase price for the acquisition of their interest (Note 5). The Company considers the likelihood of liability under this
proceeding not to be determinable and, accordingly, an estimate of any contingent loss cannot be made.

The development of certain of the Company’s assets and the success of its operations are dependent on obtaining sufficient financing to fund its
working capital requirements and future capital expenditure commitments. The Company plans to fund these commitments with existing cash
balances, funds flow from operations, available credit facilities, new debt and potentially through the issuance of equity.

The Company is party to certain legal actions arising in the normal course of business, the outcome of which cannot be reasonably determined. In the
opinion of management, the resolution of these matters will not have a material effect on the Company’s financial position or results of operations.

The Company has entered into certain types of contracts, particularly those related to divestiture transactions that require it to indemnify parties
against possible third-party claims. These obligations are typically limited to the amount of sales proceeds and expire within one year in the case of
property dispositions. Management does not expect payments, if any, related to such matters to have a material effect on the Company’s financial
position or results of operations.
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NOTE 18 — SEGMENTED INFORMATION

Years ended December 31, 2007 2006
Canada Canada
and other Colombia Total and other Colombia Total
Revenues
Oil and natural gas $ 125,547 $ 124,819 $ 250,366 $ 49,835 $ 49,393 $ 99,228
Royalties (9,718) (11,627) (21,345) (7,047) (3,961) (11,008)
Interest income 2,832 667 3,499 510 687 1,197
Loss on risk management contracts (4,950) (5,700) (10,650) - - -
113,711 108,159 221,870 43,298 46,119 89,417
Expenses
Production 16,360 12,816 29,176 7,736 6,233 13,969
Transportation 384 - 384 439 - 439
General and administrative 5,944 6,822 12,766 3,857 4,889 8,746
Stock-based compensation 5,153 1,446 6,599 2,936 600 3,536
Interest 4,339 2,914 7,253 2,941 129 3,070
Foreign exchange loss (gain) (16,520) 516 (16,004) 17 211 228
Other 370 - 370 892 - 892
Depletion, depreciation and 48,435 31,221 79,656 16,484 14,456 30,940
accretion
64,465 55,735 120,200 35,302 26,518 61,820
Income before taxes and non-
controlling interests 49,246 52,424 101,670 7,996 19,601 27,597
Taxes - 3,784 3,784 139 2,125 2,264
Future income tax (recovery) 7,054 (1,281) 5,773 543 - 543
Income before non-controlling
interests 42,192 49,921 92,113 7,314 17,476 24,790
Income applicable to non-controlling
interests - 10,686 10,686 - 1,684 1,684
Net income $ 42,192 $ 39,235 $ 81,427 $ 7,314 $ 15792 $ 23,106
Identifiable assets $ 723,337 $ 421,098 $ 1,144,435 $ 253,998 $ 193,533 $ 447531
Capital expenditures $ 358,113 $ 152,151 $ 510,264 $ 146,470 $ 83,223 $ 229,693

(1) Canada includes Heavy Oil Business Unit capital expenditures of $54.4 million in 2007 (2006 — $58.4 million), identifiable assets at December 31, 2007 of
$281.6 million (2006 — $86.8 million), and negligible revenues and expenses as operations are considered to be in the pre-operating stage and accordingly

are capitalized.
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Information requests and other investor relations inquiries can be
directed to ir@petrobank.com or by telephone at 403 750 4400.
Additional corporate information can be obtained through Petrobank’s
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Forward-Looking Statements

This report contains forward-looking statements that are generally identifiable as any statements
that express, or involve discussions as to, expectations, beliefs, plans, objectives, assumptions

or future events of performance (often, but not always, through the use of words or phrases such
as “will likely result,” “expected,” “is anticipated,” “believes,” “estimated,” “intends,” “plans,”
“projection” and “outlook”). These statements are not historical facts and may be forward-looking
and may involve estimates, assumptions and uncertainties which could cause actual results or
outcomes to differ materially from those expressed in such forward-looking statements. The reader
is cautioned that assumptions used in the preparation of such information, although considered
reasonable at the time of preparation, may prove to be incorrect. Actual results achieved during
the forecast period will vary from the information provided herein as a result of numerous known
and unknown risks and uncertainties and other factors. Such factors include, but are not limited
to: general economic, market and business conditions; fluctuations in oil and gas prices; the
results of exploration and development of drilling and related activities; costs and availability of
services; fluctuation in foreign currency exchange rates; the uncertainty of reserve estimates;
changes in environmental and other regulations; risks associated with oil and gas operations;

the ability to economically test, develop and utilize the Company’s patented technologies, the
feasibility of the technologies; and other factors, many of which are beyond the control of the
Company. Accordingly, there is no representation by Petrobank that actual results achieved during
the forecast period will be the same in whole or in part as those forecast. All subsequent forward-
looking statements, whether written or oral, attributable to Petrobank or persons acting on the
Company’s behalf, are qualified in their entirety by these cautionary statements.

BOE

Disclosure provided herein in respect of boes may be misleading, particularly if used in isolation. A
boe conversion ratio of 6 mcf:1 bbl is based on an energy equivalency conversion method primarily
applicable at the burner tip and does not represent an economic value at the wellhead.
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