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ABBREVIATIONS AND CONVERSION 

In this document, the abbreviations set forth below have the following meanings: 

Oil, Natural Gas Liquids and Natural Gas 

NGLs natural gas liquids 
Mcf thousand cubic feet 
Mmcf million cubic feet 
Mmcfe million cubic feet of gas equivalent 
Mcf/d thousand cubic feet per day 
mcfe/d thousand cubic feet of gas equivalent per day 
Mmcf/d million cubic feet per day 
MMBtu million British Thermal Units 
Bcf billion cubic feet 
Bcfe billion cubic feet of gas equivalent on the basis of 6 mcfe to 1 BOE 

Other 

AECO EnCana Corporation's  natural gas storage facility located at Suffield, Alberta. 

BOE barrel of oil equivalent on the basis of 1 BOE to 6 Mcf of natural gas.  BOEs may be 
misleading, particularly if used in isolation.  A BOE conversion ratio of 1 BOE for 6 Mcf 
is based on an energy equivalency conversion method primarily applicable at the burner 
tip and does not represent a value equivalency at the wellhead 

BOE/d barrel of oil equivalent per day 

mcfe thousand cubic feet of gas equivalent on the basis of 6 mcfe to 1 BOE 

m3 cubic metres 

M$ thousands of dollars 

MM$ millions of dollars 

Conversions 

The following table sets forth certain standard conversions between Standard Imperial Units and the 
International system of Units (or metric units) 

To convert from To Multiply by 
   
mcf cubic metres 0.028 
cubic metres of gas cubic feet 35.494 
bbls cubic metres 0.159 
cubic metres of oil bbls 6.289 
feet metres 0.305 
metres feet 3.281 
miles kilometres 1.609 
kilometres miles 0.621 
acres hectares 0.405 
hectares acres 2.471 
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DEFINITIONS 

The following terms have the following meanings: 

"Arrangement" means the arrangement under the Business Corporations Act (Alberta) involving the 
Corporation, Thunder Energy Inc., Mustang Resources Inc. and Forte Resources Inc., among others. 

"associated gas" means the gas cap overlying a crude oil accumulation in a reservoir. 

"coal bed methane" or "CBM" means natural gas produced from coal formations.  To produce this gas, 
the pressure in the coal seam must be reduced so that the gas can flow through existing fractures, called 
cleats, to a production well. 

"COGE Handbook" means the Canadian Oil and Gas Evaluation Handbook. 

"constant prices and costs" means prices and costs used in an estimate that are: 

(a) the Corporation's prices and costs as at the effective date of the estimation, held constant 
throughout the estimated lives of the properties to which the estimate applies; 

(b) if, and only to the extent that, there are fixed or presently determinable future prices or 
costs to which the Corporation is legally bound by a contractual or other obligation to 
supply a physical product, including those for an extension period of a contract that is 
likely to be extended, those prices or costs rather than the prices and costs referred to in 
paragraph (a). 

For the purpose of paragraph (a), the Corporation's prices will be the posted price for oil and the spot 
price for gas, after historical adjustments for transportation, gravity and other factors. 

"contingent resources" as described in the COGE Handbook means those quantities of oil and gas 
estimated on a given date to be potentially recoverable from known accumulations but are not currently 
economic.  Contingent resources include, for example, accumulations for which there is currently no 
viable market. 

"Corporation" or "Ember" means Ember Resources Inc. 

"crude oil" or "oil" means a mixture that consists mainly of pentanes and heavier hydrocarbons, which 
may contain sulphur and other non-hydrocarbon compounds, that is recoverable at a well from an 
underground reservoir and that is liquid at the conditions under which its volume is measured or 
estimated. It does not include solution gas or natural gas liquids. 

"development costs" means costs incurred to obtain access to reserves and to provide facilities for 
extracting, treating, gathering and storing the oil and gas from the reserves. More specifically, 
development costs, including applicable operating costs of support equipment and facilities and other 
costs of development activities, are costs incurred to: 

(a) gain access to and prepare well locations for drilling, including surveying and acquiring 
well locations for the purpose of determining specific development drilling sites, clearing 
ground, draining, road building, and relocating public roads, gas lines and power lines, to 
the extent necessary in developing the reserves; 
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(b) drill and equip development wells, development type stratigraphic test wells and service 
wells, including the costs of platforms and of well equipment such as casing, tubing, 
pumping equipment and the wellhead assembly; 

(c) acquire, construct and install production facilities such as flow lines, separators, treaters, 
heaters, manifolds, measuring devices and production storage tanks, natural gas cycling 
and processing plants, and central utility and waste disposal systems; and 

(d) provide improved recovery systems. 

"development well" means a well drilled inside the established limits of an oil or gas reservoir, or in 
close proximity to the edge of the reservoir, to the depth of a stratigraphic horizon known to be 
productive. 

"exploration costs" means costs incurred in identifying areas that may warrant examination and in 
examining specific areas that are considered to have prospects that may contain oil and gas reserves, 
including costs of drilling exploratory wells and exploratory type stratigraphic test wells. Exploration 
costs may be incurred both before acquiring the related property (sometimes referred to in part as 
"prospecting costs") and after acquiring the property. Exploration costs, which include applicable 
operating costs of support equipment and facilities and other costs of exploration activities, are:  

(a) costs of topographical, geochemical, geological and geophysical studies, rights of access 
to properties to conduct those studies, and salaries and other expenses of geologists, 
geophysical crews and others conducting those studies (collectively sometimes referred 
to as "geological and geophysical costs"); 

(b) costs of carrying and retaining unproved properties, such as delay rentals, taxes (other 
than income and capital taxes) on properties, legal costs for title defence, and the 
maintenance of land and lease records; 

(c) dry hole contributions and bottom hole contributions; 

(d) costs of drilling and equipping exploratory wells; and 

(e) costs of drilling exploratory type stratigraphic test wells. 

"exploratory well" means a well that is not a development well, a service well or a stratigraphic test well. 

"field" means an area consisting of a single reservoir or multiple reservoirs all grouped on or related to 
the same individual geological structural feature and/or stratigraphic condition. There may be two or more 
reservoirs in a field that are separated vertically by intervening impervious strata or laterally by local 
geologic barriers, or both. Reservoirs that are associated by being in overlapping or adjacent fields may be 
treated as a single or common operational field. The geological terms "structural feature" and 
"stratigraphic condition" are intended to denote localized geological features, in contrast to broader terms 
such as "basin", "trend", "province", "play" or "area of interest". 

"future prices and costs" means future prices and costs that are: 

(a) generally accepted as being a reasonable outlook of the future; 

(b) if, and only to the extent that, there are fixed or presently determinable future prices or 
costs to which the Corporation is legally bound by a contractual or other obligation to 
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supply a physical product, including those for an extension period of a contract that is 
likely to be extended, those prices or costs rather than the prices and costs referred to in 
paragraph (a). 

"future income tax expenses" means future income tax expenses estimated (generally, year-by-year): 

(a) making appropriate allocations of estimated unclaimed costs and losses carried forward 
for tax purposes, between oil and gas activities and other business activities; 

(b) without deducting estimated future costs (for example, Crown royalties) that are not 
deductible in computing taxable income; 

(c) taking into account estimated tax credits and allowances (for example, royalty tax 
credits); and 

(d) applying to the future pre-tax net cash flows relating to the reporting issuer's oil and gas 
activities the appropriate year-end statutory tax rates, taking into account future tax rates 
already legislated. 

"future net revenue" means the estimated net amount to be received with respect to the development and 
production of reserves (including synthetic oil, CBM and other non-conventional reserves) estimated 
using constant prices and costs or forecast prices and costs. 

"gross" means: 

(a) in relation to the Corporation's interest in production or reserves, its "company gross 
reserves", which are it's working interest (operating or non-operating) share before 
deduction of royalties and without including any royalty interests of the Corporation;  

(b) in relation to wells, the total number of wells in which the Corporation has an interest; 
and 

(c) in relation to properties, the total area of properties in which the Corporation has an 
interest.  

"natural gas" means the lighter hydrocarbons and associated non-hydrocarbon substances occurring 
naturally in an underground reservoir, which under atmospheric conditions are essentially gases but which 
may contain natural gas liquids. Natural gas can exist in a reservoir either dissolved in crude oil (solution 
gas) or in a gaseous phase (associated gas or non-associated gas). Non-hydrocarbon substances may 
include hydrogen sulphide, carbon dioxide and nitrogen. 

"natural gas liquids" means those hydrocarbon components that can be recovered from natural gas as 
liquids including, but not limited to, ethane, propane, butanes, pentanes plus, condensate and small 
quantities of non-hydrocarbons. 

"net" means 

(a) in relation to the Corporation's interest in production or reserves its working interest 
(operating or non-operating) share after deduction of royalty obligations, plus its royalty 
interests in production or reserves; 
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(b) in relation to the Corporation's interest in wells, the number of wells obtained by 
aggregating the Corporation's working interest in each of its gross wells; and 

(c) in relation to the Corporation's interest in a property, the total area in which the 
Corporation has an interest multiplied by the working interest owned by the Corporation. 

"non-associated gas" means an accumulation of natural gas in a reservoir where there is no crude oil. 

"operating costs" or "production costs" means costs incurred to operate and maintain wells and related 
equipment and facilities, including applicable operating costs of support equipment and facilities and 
other costs of operating and maintaining those wells and related equipment and facilities.  

"production" means recovering, gathering, treating, field or plant processing (for example, processing 
gas to extract natural gas liquids) and field storage of oil and gas.  

"property" includes: 

(a) fee ownership or a lease, concession, agreement, permit, licence or other interest 
representing the right to extract oil or gas subject to such terms as may be imposed by the 
conveyance of that interest; 

(b) royalty interests, production payments payable in oil or gas, and other non-operating 
interests in properties operated by others; and 

(c) an agreement with a foreign government or authority under which an entity participates 
in the operation of properties or otherwise serves as "producer" of the underlying reserves 
(in contrast to being an independent purchaser, broker, dealer or importer).  

A property does not include supply agreements, or contracts that represent a right to purchase, rather than 
extract, oil or gas.  

"property acquisition costs" means costs incurred to acquire a property (directly by purchase or lease, or 
indirectly by acquiring another corporate entity with an interest in the property), including:  

(a) costs of lease bonuses and options to purchase or lease a property; 

(b) the portion of the costs applicable to hydrocarbons when land including rights to 
hydrocarbons is purchased in fee; 

(c) brokers' fees, recording and registration fees, legal costs and other costs incurred in 
acquiring properties. 

"proved property" means a property or part of a property to which reserves have been specifically 
attributed. 

"reservoir" means a porous and permeable underground formation containing a natural accumulation of 
producible oil or gas that is confined by impermeable rock or water barriers and is individual and separate 
from other reservoirs.  

"service well" means a well drilled or completed for the purpose of supporting production in an existing 
field.  Wells in this class are drilled for the following specific purposes: gas injection (natural gas, 
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propane, butane or flue gas), water injection, steam injection, air injection, salt-water disposal, water 
supply for injection, observation, or injection for combustion. 

"solution gas" means natural gas dissolved in crude oil. 

"stratigraphic test well" means a drilling effort, geologically directed, to obtain information pertaining to 
a specific geologic condition. Ordinarily, such wells are drilled without the intention of being completed 
for hydrocarbon production. They include wells for the purpose of core tests and all types of expendable 
holes related to hydrocarbon exploration. Stratigraphic test wells are classified as (a) "exploratory type" if 
not drilled into a proved property; or (b) "development type", if drilled into a proved property. 
Development type stratigraphic wells are also referred to as "evaluation wells". 

"support equipment and facilities" means equipment and facilities used in oil and gas activities, 
including seismic equipment, drilling equipment, construction and grading equipment, vehicles, repair 
shops, warehouses, supply points, camps, and division, district or field offices.  

"unproved property" means a property or part of a property to which no reserves have been specifically 
attributed. 

"well abandonment costs" means costs of abandoning a well (net of salvage value) and of disconnecting 
the well from the surface gathering system. They do not include costs of abandoning the gathering system 
or reclaiming the wellsite. 

RESERVES DEFINITIONS 

The determination of oil and gas reserves involves the preparation of estimates that have an inherent 
degree of associated uncertainty.  Categories of proved, probable and possible reserves have been 
established to reflect the level of these uncertainties and to provide an indication of the probability of 
recovery.  

The estimation and classification of reserves requires the application of professional judgment combined 
with geological and engineering knowledge to assess whether or not specific reserves classification 
criteria have been satisfied.  Knowledge of concepts including uncertainty and risk, probability and 
statistics, and deterministic and probabilistic estimation methods is required to properly use and apply 
reserves definitions. 

"Reserves" are estimated remaining quantities of oil and natural gas and related substances anticipated to 
be recoverable from known accumulations, from a given date forward, based on: (a) analysis of drilling, 
geological, geophysical, and engineering data;  (b) the use of established technology; and (c) specified 
economic conditions, which are generally accepted as being reasonable and shall be disclosed. Reserves 
are classified according to the degree of certainty associated with the estimates. 

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

"Developed Producing" reserves are those reserves that are expected to be recovered from completion 
intervals open at the time of the estimate.  These reserves may be currently producing or, if shut-in, they 
must have previously been on production, and the date of resumption of production must be known with 
reasonable certainty. 
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"Developed Non-Producing" reserves are those reserves that either have not been on production, or have 
previously been on production, but are shut-in, and the date of resumption of production is unknown. 

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

In multi-well pools, it may be appropriate to allocate total pool reserves between the developed and 
undeveloped categories or to sub-divide the developed reserves for the pool between developed producing 
and developed non-producing.  This allocation should be based on the estimator's assessment as to the 
reserves that will be recovered from specific wells, facilities and completion intervals in the pool and their 
respective development and production status. 

"Probable" reserves are those additional reserves that are less certain to be recovered than proved 
reserves. It is equally likely that the actual remaining quantities recovered will be greater or less than the 
sum of the estimated proved plus probable reserves. 

"Possible" reserves are those additional reserves that are less certain to be recovered than Probable 
reserves.  It is unlikely that the actual remaining quantities recovered will exceed the sum of the estimated 
Proved plus Probable plus Possible reserves. 
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FORWARD-LOOKING STATEMENTS 

Some of the statements contained herein including, without limitation, financial and business prospects 
and financial outlooks, may be forward-looking statements which reflect management's expectations 
regarding future plans and intentions, growth, results of operations, performance and business prospects 
and opportunities. Words such as "may", "will", "should", "could", "anticipate", "believe", "expect", 
"intend", "plan", "potential", "continue", and similar expressions have been used to identify these 
forward-looking statements. These statements reflect management's current beliefs and are based on 
information currently available to management. Forward-looking statements involve significant risk and 
uncertainties. A number of factors could cause actual results to differ materially from the results discussed 
in the forward-looking statements including, but not limited to, changes in general economic and market 
conditions and other risk factors. Although the forward-looking statements contained herein are based 
upon what management believes to be reasonable assumptions, management cannot assure that actual 
results will be consistent with these forward-looking statements. Investors should not place undue reliance 
on forward-looking statements. These forward-looking statements are made as of the date hereof and, 
except as required by law, Ember assumes no obligation to update or revise them to reflect new events or 
circumstances. 

Forward-looking statements and other information contained herein concerning the oil and gas industry 
and Ember's general expectations concerning this industry are based on estimates prepared by 
management using data from publicly available industry sources as well as from reserve reports, market 
research and industry analysis and on assumptions based on data and knowledge of this industry which 
Ember believes to be reasonable. However, this data is inherently imprecise, although generally indicative 
of relative market positions, market shares and performance characteristics. While Ember is not aware of 
any misstatements regarding any industry data presented herein, the industry involves risks and 
uncertainties and is subject to change based on various factors. 

In particular, this annual information form contains forward-looking information pertaining to the 
following: 

• the quantity of and future net revenues from Ember’s reserves; 
• natural gas production levels; 
• commodity prices, foreign currency exchange rates and interest rates; 
• capital expenditure programs and other expenditures; 
• supply and demand for natural gas; 
• expectations regarding Ember’s ability to raise capital and to continually add to reserves through  

acquisitions and development; 
• schedules and timing of certain projects and Ember’s strategy for growth; 
• competitive conditions; 
• Ember’s future operating and financial results; and 
• treatment under governmental and other regulatory regimes and tax, environmental and other 

laws. 

Ember’s actual results could differ materially from those anticipated in these forward-looking information 
as a result of both known and unknown risks, including the risk factors set forth under "Risk Factors" and 
those set forth below:  

• volatility in market prices for oil, NGLs and natural gas; 
• changes or fluctuations in oil, NGLs and natural gas production levels; 
• changes in foreign currency exchange rates and interest rates; 
• changes in capital and other expenditure requirements and debt service requirements; 
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• liabilities and unexpected events inherent in oil and gas operations, including geological, 
technical, drilling and processing problems; 

• uncertainties associated with estimating reserves; 
• competition for, among other things, capital, acquisitions of reserves, undeveloped lands and 

skilled personnel; 
• Ember’s success at acquisition, exploitation and development of reserves; 
• changes in general economic, market and business conditions in Canada, North America and 

worldwide; and 
• changes in environmental or other legislation applicable to Ember’s operation’s and Ember’s 

ability to comply with current and future environmental and other laws. 
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EMBER RESOURCES INC. 

Ember Resources Inc. was incorporated under the Business Corporations Act (Alberta) on June 3, 2005.   

Ember is a publicly traded oil and gas company engaged in the exploration for, and the acquisition, 
development and production of, natural gas derived reserves, primarily from CBM.  Ember is a reporting 
issuer or the equivalent thereof in the provinces of British Columbia, Alberta, Saskatchewan, Manitoba, 
Ontario, Québec, Nova Scotia, Prince Edward Island and Newfoundland and its common shares are listed 
and posted for trading on the Toronto Stock Exchange (the "TSX") under the trading symbol "EBR".  
Ember was formed in 2005 for the purpose of acquiring the CBM interests of Thunder Energy Inc. 
("Thunder"). 

The head and principal office of Ember is located at Suite 800, 521 – 3rd Avenue S.W., Calgary, Alberta 
and its registered office is located at Suite 3700, 400 – 3rd Avenue S.W., Calgary, Alberta. 

DEVELOPMENT OF THE BUSINESS OF EMBER 

History 

In July 2005, Thunder, Mustang Resources Inc. ("Mustang") and Forte Resources Inc. ("Forte") 
completed the Arrangement.  Under the Arrangement, Ember acquired certain natural gas rights 
associated with coal from Thunder and became engaged in the acquisition, development and production 
of CBM gas reserves.  Ember assumed all liabilities, including environmental liabilities, relating to the 
transferred assets.   

In July 2005, Ember completed a $6 million private placement consisting of 3,108,808 common shares in 
the capital of Ember ("Common Shares") issued at $1.93 per share to employees, directors and service 
providers of Ember.  The Common Shares are subject to escrow with one-third of such shares having 
been released from escrow on each of January 9, 2006 and July 10, 2006 with the remaining one-third to 
be released on July 5, 2007.  See "Prior Sales". 

In July 2005, Ember issued 1,400,000 non-voting performance shares without nominal or par value to 
Ember service providers at a price of $0.01 per share (the "Ember Performance Shares").  Each 
performance share is convertible into a fraction of an Ember Share equal to the closing price on the TSX 
on the trading day prior to conversion less $1.93, divided by the closing price of an Ember Share on the 
trading day prior to conversion.  The Ember Performance Shares will vest and become convertible into 
Common Shares equally on each of the first, second and third anniversaries from the date of grant if the 
holder is an Ember service provider on such date.  Pursuant to the terms of the Ember Performance 
Shares, upon a service provider ceasing to be a service provider such shares are to be redeemed. 

On July 7, 2005, Ember entered into an agreement with a Canadian chartered bank for the provision of 
credit facilities in the amount of $2.5 million.  The credit facilities bear interest at the price rate plus an 
applicable margin.  The credit facilities are secured by a charge over all of the assets of Ember. 

On August 31, 2005, Ember completed a bought deal financing of 7,000,000 Common Shares at a price 
of $7.15 per share for gross proceeds of $50,050,000.  See "Prior Sales". 

In April 2006, Ember finalized arrangements to increase its credit facility to $15 million from $2.5 
million.  The facility was renewed in October 2006 with the next review scheduled for April 2007. 
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On October 18, 2006, the Company held a Special Meeting of Shareholders in which the shareholders 
ratified and approved the Shareholder Rights Plan of Ember which was adopted pursuant to a Shareholder 
Rights Agreement dated August 9, 2006 between Ember and Olympia Trust Company, as rights agent. 

Recent Developments 

On March 1, 2007, Ember completed the acquisition of certain CBM assets in a contiguous new core area  
from a private Alberta based company for $8.75 million (the "Acme Acquisition"). The assets include 
proven plus probable reserves of 27.4 Bcf with an additional 6.2 Bcf of possible reserves in the Acme 
area of Alberta. The Acme acquisition included 10 recently drilled, successfully tested, non-producing 
wells with a productive capacity of 2 mmcf/d and an average 70.5% operated interest in 16,960 gross 
acres of land.   See "Acme Acquisition". 

Concurrent with the completion of the Acme Acquisition, Ember completed a private placement to a 
Calgary based private equity firm of 5,660,400 Common Shares at a purchase price of $2.65 per share.  
Total proceeds of $15 million were used to complete the Acme Acquisition, with the balance of $6.25 
million to be used to expand Ember's capital program for 2007.   

On March 28, 2007 the Alberta Energy and Utilities Board ("EUB") released Decision 2007-024 which 
reviewed the EUB's ability to issue well licences, grant special well spacing and issue compulsory orders 
for split title freehold lands.  Split title freehold lands occur where one party holds freehold mineral rights 
to the coal while another party holds freehold mineral rights to the natural gas.  The EUB decided that the 
gas rights holders could produce CBM from split title freehold lands despite the objections of the coal 
rights owners.  Although much of Ember's interests are held on Crown lands and were therefore not 
largely impacted by the dispute that gave rise to the EUB's decision, the decision is nevertheless an 
important recognition that CBM is a form of gas and is distinct from coal.  The decision of the EUB may 
be appealed within 30 days. 

Trends 

In 2006, gas prices decreased compared to 2005, as North America experienced a warmer than normal 
winter and a less active 2006 hurricane season.  As a result, natural gas storage levels have remained at 
record high levels causing natural gas prices to drop to two-year lows.  Crude oil prices eased from record 
setting prices later in the third quarter.  As a result, the equivalent heating value between natural gas and 
crude oil pricing continued to remain wide through the quarter. 

The longer-term out look for natural gas prices remains strong as futures prices are higher in 2007 and 
beyond as the market anticipates current imbalances in supply and demand to adjust.  Price volatility 
remains the theme for natural gas as the market reacts quickly to changing news and weather conditions. 

CBM is in all material respects the same as natural gas.  It varies in heating content and other elements 
contained within the proceed gas stream.  For example, Ember's CBM contains no harmful H2S and minor 
amounts of CO2  which are remove during processing.  Ember currently receives pricing that typically 
averages 5% less than the weighted average of AECO (based on Ember's weighted average volumes) in 
Canadian dollars which reflects the lower heating content of CBM.   

DESCRIPTION OF THE BUSINESS OF EMBER 

General 

Ember is engaged in the exploration for, and the acquisition, development and production of, natural gas 
reserves derived primarily from CBM.  Ember currently has four core properties, located in Alberta.  
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Ember established its core positions with an initial acquisition of producing and non-producing assets 
transferred to it pursuant to the Arrangement.  With the opportunity base established, Ember has 
expanded production and land positions with workovers, drilling, complimentary acquisitions and new 
land purchases.   

Corporate Strategy 

Ember's business objective is to exploit the production and growth potential inherent in its CBM assets.  
Ember's focus is on the partially developed Horseshoe Canyon play at Fenn Big Valley, its recently 
acquired Acme property, and its larger Mannville CBM play which consists of Mannville coal seams at 
Rosalind, Manola and Fenn Big Valley.  Ember’s Mannville projects in these areas are on trend with and 
are contiguous to other industry activity in the area.  Ember has and will aggressively pursue 
complementary land acquisitions in its core areas.  

Revenues 

For the year ended December 31, 2006, 87.6% of the revenue of Ember before royalties was derived from 
CBM natural gas production from the Horseshoe Canyon play at Fenn Big Valley. 

CBM 

CBM is natural gas, predominately methane gas, which occurs in coal seams. The gas can be produced 
economically by drilling conventional style vertical and horizontal gas wells and employing special 
completion techniques which are specific to this type of reservoir. CBM is virtually identical to the sweet 
gas produced from conventional sandstone reservoirs. In Alberta, CBM is subject to the same drilling, 
production and operational rules as other forms of sweet natural gas. 

CBM reservoir characteristics differ fundamentally from those of conventional petroleum reservoirs. In 
CBM reservoirs, gas molecules are attached, or adsorbed, to the coal matrix. As the pressure in the coal 
seam is depleted, the gas molecules detach, or desorb, from the coal surface and diffuse through the 
matrix until they reach a natural fracture called a cleat. The gas molecules then flow through the natural 
fracture system to the wellbore. The composition and geological history of a coal seam will determine 
whether it is saturated with gas or whether it exists in some state of undersaturation. In an undersaturated 
coal seam only water is produced initially, with gas production being delayed until reservoir pressure has 
declined to the point of saturation (critical gas desorption pressure). 

Ultimate gas recovery from a CBM well is a function of a complex relationship between permeability, 
thickness, coalbed gas content and well spacing, but the production rates for the first portion of the well's 
economic life are almost solely dependent on the coal seam permeability and gas content. 

De-methanization, the removal of methane gas from coalbeds undergoing mining, has been carried out 
since World War II utilizing underground collection systems and boreholes drilled from the surface. 
During the 1980s in the United States, oil field completion and stimulation techniques were applied to 
wells drilled from the surface resulting in profitable gas wells. This exploration and development 
technology is now being actively applied in, among others, Canada, Australia, China and the United 
Kingdom. 

Until the early 1980s, the natural gas industry considered CBM to be a coal mining industry problem. It 
was a nuisance and hazard to coal mining as opposed to a potential source of natural gas. Even though 
coal is a source rock for conventional reservoirs, coal seams were not considered as completion targets 
because they often had little or no gas shows and it was not considered probable that a thin, shallow 
horizon could hold economic quantities of gas. It took an understanding of the storage and production 
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mechanisms, and modification of conventional oil and gas technology, before CBM became recognized 
as an important source of economic gas supplies. 

Coal is unusual as a reservoir because it is both the source rock and the reservoir for the gas. Gas is stored 
in an adsorbed state on coal, and thus for a given reservoir pressure much more gas can be stored in a coal 
seam than in a comparable sandstone reservoir. The methane recovered from coal seams is virtually the 
same as sweet natural gas which is produced from conventional sandstone reservoirs, and therefore 
should have the same marketability and demand the same price. 

Production of gas from coal seams is controlled by a three step process. First, the gas is desorbed from the 
coal. It then diffuses through the coal matrix to the cleat system. Coals contain small (typically, several 
per centimetre), regularly spaced, naturally occurring fractures called face and butt cleats. Finally, the gas 
flows through the fracture and cleat system to the well bore. 

Many coal reservoirs are water saturated, and water maintains the reservoir pressure that holds the gas in 
the adsorbed state in the coals. Typically, water must be produced from coal seams to reduce the reservoir 
pressure and release the gas.  

The reservoir properties which most affect CBM recovery are net coal thickness, gas content, 
permeability and the desorption and diffusion characteristics of the coal. Well log, core data and 
laboratory studies are necessary to determine these parameters. Although some of this data is in the public 
domain, it is very disparate on a regional basis, and as such usually needs to be gathered from new 
samples. 

As the reservoir pressure drops from the critical desorption pressure to the abandonment pressure, the 
amount of gas that the coal can store also decreases. This difference in storage capacities represents the 
amount of gas that can desorb and become available for production. 

For a successful CBM project, producers must accurately characterize the reservoir properties and apply 
the available technology to optimize production. 

In situ CBM resources are estimated by applying industry standard reserve calculations.  It must be noted 
that resource estimates have inherent errors due to the method of measurement, and the effect of moisture 
change, non organic content, lost gas on core extraction and other error sources. 

Management believes that the most promising formations for the recovery of CBM in Western Canada 
are the Horseshoe Canyon and the Upper and Lower Mannville coals located in a fairway from south of 
Calgary to north of Edmonton, Alberta. However, there are numerous other gas bearing coal formations 
that may become economic resources. 

To achieve an economical recovery, a coal must contain sufficient gas. The required combination of 
permeability and methane generation and storage occur in coals ranked between medium volatile and low 
volatile bituminous. Coal seams that have been targeted for CBM development usually have a rank 
between high volatile bituminous and medium volatile bituminous. Coal rank and gas content generally 
increase with depth, but increased depth can have a detrimental effect on permeability. Therefore, there is 
a trade off between increased gas content and diminishing permeability. 

Coal gas capacity is also reduced by the effect of ash (typically 5% to 30%) and increasing temperatures. 
Ash is an all encompassing term for mineral impurities; more impurities in the coal means fewer 
adsorption sites for methane molecules. Increasing coal seam temperature also reduces gas capacity in 
that the energy in the methane molecules causes the gas not to adsorb. The actual gas content of many 
coal seams can be less than the potential gas capacity. This can result from post depositional uplifting, 
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faulting and erosion. Uplifting can reduce the coal's temperature and increase its gas capacity, hence 
producing an undersaturated coal. Faulting and erosion can allow gas to escape throughout geologic 
history and again lead to an undersaturated coal. As noted previously, in an undersaturated coal seam, 
pressure must be depleted past critical desorption pressure. The gas production is delayed until the 
reservoir pressure has declined to the level of saturation. 

Competition  

The oil and natural gas industry is competitive in all its phases.  Ember competes with numerous other 
participants in the search for, and the acquisition of, natural gas properties and in the marketing of natural 
gas. Ember's competitors include resource companies which have greater financial resources, staff and 
facilities than those of Ember. Competitive factors in the distribution and marketing of oil and natural gas 
include price and methods and reliability of delivery.  Ember views its competitive position as being 
equivalent to that of other oil and gas issuers of similar size and at a similar stage of development. 

Seasonal Factors 

The exploration for and development of oil and natural gas reserves is dependent on access to areas where 
production is to be conducted. Ember carries on operations where all properties have year-round access, 
however, seasonal weather variations, including freeze-up and break-up, affect access in certain 
circumstances. 

Environmental Regulation 

The oil and natural gas industry is currently subject to environmental regulations pursuant to a variety of 
provincial and federal legislation. Compliance with such legislation can require significant expenditures 
or result in operational restrictions. Breach of such requirements may result in suspension or revocation of 
necessary licenses and authorizations, civil liability for pollution damage and the imposition of material 
fines and penalties, all of which might have a significant negative impact on earnings and overall 
competitiveness. Ember believes that it is in material compliance with applicable environmental laws and 
regulations. Ember anticipates making increased expenditures of both a capital and expense nature as a 
result of the increasingly stringent laws relating to the protection of the environment. Ember also believes 
that it is reasonably likely that the trend towards stricter standards in environmental legislation and 
regulation will continue. 

Personnel 

As at December 31, 2006, Ember had in its head office in Calgary 17 employees and 1.5 consultants.  

ACME ACQUISITION 

On March 1, 2007, Ember completed the Acme Acquisition. 

The Acme properties are located approximately 80 kilometres northeast of the City of Calgary and are on 
trend with significant development by other operators and Ember’s Fenn-Big Valley operation. The Acme 
properties include an average operated interest of 70.5% in 16,960 gross (11,969 net) acres of land in this 
area.  There are a total of 10 (8.3 net) recently drilled, successfully tested, non-producing CBM wells in 
the Acme area. 

Ember anticipates drilling over the next several years a further 140 wells (105 net) to achieve full 
development on the Acme lands. 
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The property has been evaluated by McDaniel & Associates Consultants Ltd. ("McDaniel"), an 
independent engineering firm, effective as of December 31, 2006 in its report dated March 8, 2007 (the 
"McDaniel Report").  These reserves are associated with Horseshoe Canyon coals. 

The McDaniel Report was prepared in accordance with National Instrument 51-101 - Standards of 
Disclosure for Oil and Gas Activities.  See "Statement of Reserves Data and Other Oil and Gas 
Information - Acme Reserves Data and - Pro Forma Reserves Data". 

STATEMENT OF RESERVES DATA AND OTHER OIL AND GAS INFORMATION 

Principal Properties 

A summary description of Ember's major producing and exploration properties is set out below.  
References to gross volumes refer to total production.  References to net volumes refer to Ember's 
working interest share before the deduction of royalties payable to others.  

Rosalind, Alberta 

The Rosalind properties are located approximately 140 kilometres southeast of the City of Edmonton.  
The properties have multi zone potential for CBM, including the Mannville and Belly River zones and 
include an average working interest of 77% in 131,308 gross (100,936 net) acres of land in this area.  
There are a total of 14 (8.0 net) CBM wells in the Rosalind area, of which 4 (2.5 net) are producing CBM 
wells.  In addition, there are 10 (5.5 net) CBM wells under observation on the properties.  Ember has 
access to two non-operated gas plants in the area on a fee basis.  Production in Rosalind for the year 
ended December 31, 2006 averaged 81 mcf/d or 13 BOE/d. 

During the year ended December 31, 2006, 1 (0.5 net) horizontal well was drilled in the area at a depth of 
1,100 metres, resulting in 1 (0.5 net)  CBM well. 

Ember plans to continue with the development in the Rosalind area for 2007 which includes the drilling 
of up to 3 (1.5 net) horizontal CBM development wells. 

Manola, Alberta 

The Manola properties are located approximately 150 kilometres northwest of the City of Edmonton and 
include an average working interest of 98% in 110,080 gross (108,466 net) acres of land in this area.  
Presently, there are a total of 15 (15 net) CBM wells in the Manola area, of which there are 8 (8 net) 
producing CBM wells, 5 (5 net) CBM development wells under observation on the properties, 1 (1 net) 
recently drilled wells currently being tied in and 1 (1 net) injection well.  Ember has access to facility 
infrastructure to gather and process its gas on a processing fee basis.  Production in Manola for the year 
ended December 31, 2006 averaged 456 mcf/d or 76 BOE/d. 

During the year ended December 31, 2006, 3 (3 net) horizontal wells were drilled in the area at depths of 
approximately 950 metres, resulting in 3 (3 net) CBM wells. 

Ember plans to continue with the development in the Manola area for 2007 which includes the drilling of 
up to 6 (6 net) horizontal CBM development wells. 

Fenn Big Valley, Alberta 

The Fenn Big Valley properties are located approximately 140 kilometres northeast of the City of Calgary 
and include an average working interest of 95% in 54,129 gross (51,241 net) acres of land in this area.  
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There are 130 (130 net) CBM wells in the Fenn Big Valley area, of which there were 115 (115 net) 
producing CBM wells as of December 31, 2006.  6 (6 net) additional wells have been tied in since that 
time resulting in 121 (121 net) producing wells and 5 (5 net) wells awaiting tie in as of the date hereof.  
Ember owns 7 Mmcf/d of processing capacity in two natural gas plants and interests in a gathering system 
that covers four townships in the area.  Production in Fenn Big Valley for the period ended December 31, 
2006 averaged 4,118 mcf/d or 686 BOE/d. 

In 2006, Ember entered into operating agreements with Thunder Energy Trust (the "Trust") which govern 
the parties' respective rights and obligations with respect to certain dual producing wells on the Fenn Big 
Valley properties.  The agreements provide for producing the Trust's conventional gas and Ember's CBM 
through the same well bore.  The agreements also address well abandonments and the administration of 
well licenses and provide Ember with the right to take-over non-productive conventional wells for CBM 
production in certain circumstances. 

During the year ended December 31, 2006, 24 (24 net) wells were drilled in the area at depths of ranging 
from 150 to 350 metres, resulting in 24 (24 net) CBM wells. 

Planned development activity in the Fenn Big Valley area for 2007 includes the drilling of up to 15 (15 
net) CBM wells. 

Acme, Alberta 

The Acme properties are located approximately 80 kilometres northeast of the City of Calgary and 
include an average working interest of 70% in 16,960 gross (11,969 net) acres of land in this area.  Ember 
completed the acquisition of this property on March 1, 2007.  There are a total of 10 (8.3 net) recently 
drilled, successfully completed and tested, non-producing CBM wells in the Acme area awaiting tie-in.  
Ember is reviewing alternatives for access to facility infrastructure to gather and process its gas. 

Other 

In addition to its four core properties, Ember owns an interest in an additional property located at 
Matziwin, Alberta.  The Matziwin properties are located approximately 140 kilometres east of the City of 
Calgary and include an average working interest of 92% in 33,920 (31,139 net) acres of land in this area.  
There are currently no CBM wells on the properties and none are planned to be drilled during 2007. 

Reserves Data 

In accordance with National Instrument 51-101 – Standards of Disclosure for Oil and Gas Activities 
("NI 51-101"), Sproule Associates Limited ("Sproule") prepared a report (the "Sproule Report") dated 
March 29, 2007.  The Sproule Report evaluated, as at December 31, 2006, Ember's oil, NGL and natural 
gas reserves.  The tables below are a summary of the oil, NGL and natural gas reserves of the Corporation 
and the net present value of future net revenue attributable to such reserves as evaluated in the Sproule 
Report based on constant and forecast price and cost assumptions.  The tables summarize the data 
contained in the Sproule Report and as a result may contain slightly different numbers than such report 
due to rounding.  Also due to rounding, certain columns may not add exactly.   

The net present value of future net revenue attributable to the Corporation's reserves is stated 
without provision for interest costs and general and administrative costs, but after providing for 
estimated royalties, production costs, development costs, other income, future capital expenditures, 
and well abandonment costs for only those wells assigned reserves by Sproule. It should not be 
assumed that the undiscounted or discounted net present value of future net revenue attributable to 
the Corporation's reserves estimated by Sproule represent the fair market value of those reserves. 
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Other assumptions and qualifications relating to costs, prices for future production and other 
matters are summarized herein. The recovery and reserve estimates of the Corporation's oil, NGL 
and natural gas reserves provided herein are estimates only and there is no guarantee that the 
estimated reserves will be recovered.  Actual reserves may be greater than or less than the estimates 
provided herein.  

The values shown for income taxes and future net revenue after income taxes were calculated on a 
stand-alone basis in the Sproule Report.  The values shown may not be representative of future 
income tax obligations, applicable tax horizon or after tax valuation. 

The Sproule Report is based on certain factual data supplied by the Corporation and Sproule's opinion of 
reasonable practice in the industry.  The extent and character of ownership and all factual data pertaining 
to the Corporation's petroleum properties and contracts (except for certain information residing in the 
public domain) were supplied by the Corporation to Sproule and accepted without any further 
investigation.  Sproule accepted this data as presented and neither title searches nor field inspections were 
conducted. 

Reserves Data – Constant Prices and Costs 

Summary of Oil and Gas Reserves 

 Company 
Gross Reserves 

Company 
Net Reserves 

 CBM CBM 
 Bcfe Bcfe 

Proved   
Developed Producing 8.2 7.5 
Developed Non-Producing 1.2 1.1 
Undeveloped 5.6 5.1 

Total Proved 15.0 13.6 
Probable 12.4 10.7 
Total Proved plus Probable 27.4 24.4 
Possible 13.2 10.7 
Total Proved plus Probable plus Possible 40.6 35.1 

Note: 
(1) Including conventional gas and by-products, but excluding solution gas from oil wells.  Conventional gas and 

by-products are included in CBM, as they are immaterial. 

Net Present Value of Future Net Revenue of Oil and Gas Reserves 

 Before Future Income Tax Expenses and Discounted at 
 0% 5% 10% 15% 20% 
 (MM$) (MM$) (MM$) (MM$) (MM$) 
Proved      

Developed Producing 30.3 26.5 23.6 21.3 19.4 
Developed Non-Producing 4.2 3.7 3.3 2.9 2.6 
Undeveloped   16.1 11.8 8.8 6.6 4.9 

Total Proved 50.7 42.0 35.6 30.8 27.0 
Probable 25.6 15.9 9.8 5.8 3.0 
Total Proved plus Probable 76.2 57.9 45.4 36.6 30.0 
Possible 13.9 7.8 3.7 0.9 (1.1) 
Total Proved plus Probable plus Possible 90.1 65.7 49.1 37.5 28.9 
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 After Future Income Tax Expenses and Discounted at 
 0% 5% 10% 15% 20% 
 (MM$) (MM$) (MM$) (MM$) (MM$) 
Proved      

Developed Producing 30.3 26.5 23.6 21.3 19.4 
Developed Non-Producing 4.2 3.7 3.3 2.9 2.6 
Undeveloped   16.1 11.8 8.8 6.6 4.9 

Total Proved 50.7 42.0 35.6 30.8 27.0 
Probable 25.6 15.9 9.8 5.8 3.0 
Total Proved plus Probable 76.2 57.9 45.4 36.6 30.0 
Possible 13.9 7.8 3.7 0.9 (1.1) 
Total Proved plus Probable plus Possible 90.1 65.7 49.1 37.5 28.9 

Additional Information Concerning Future Net Revenue – (Undiscounted) 

 

Revenue Royalties 
Operating 

Costs 
Development 

Costs 

Abandonment 
and 

Reclamation 
Costs 

Future  
Net 

Revenue 
Before 
Income 
Taxes 

Income 
Taxes 

Future  
Net  

Revenue 
After 

Income 
Taxes 

 (MM$) (MM$) (MM$) (MM$) (MM$) (MM$) (MM$) (MM$) 
         
Total Proved Reserves 87.2 6.3 19.9 8.4 1.9 50.7 0.0 50.7 
Total Proved plus Probable 159.3 14.3 37.1 29.1 2.6 76.2 0.0 76.2 
Total Proved plus Probable plus Possible 235.4 26.9 55.1 59.8 3.3 90.1 0.0 90.1 

Future Net Revenue by Production Group  

 Future Net Revenue  
Before Income Taxes and 

Discounted at 10% 
 (MM$) 
Proved  

CBM(1)  35.6 
Proved plus Probable  

CBM(1) 45.4 
Proved plus Probable plus Possible  

CBM(1) 49.1 
Note: 
(1) Including conventional gas and by-products, but excluding solution gas from oil wells.  Conventional gas and by-

products are included in CBM, as they are immaterial. 

Reserves Data – Forecast Prices and Costs 

Summary of Oil and Gas Reserves  

 Company 
Gross Reserves 

Company 
Net Reserves 

 CBM CBM 
 Bcfe Bcfe 
Proved   

Developed Producing 8.2 7.5 
Developed Non-Producing 1.2 1.1 
Undeveloped   5.6 5.1 

Total Proved 15.0 13.6 
Probable 12.4 10.7 
Total Proved plus Probable 27.4 24.4 
Possible 13.2 10.7 
Total Proved plus Probable plus Possible 40.6 35.1 
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Note: 
(1) Including conventional gas and by-products, but excluding solution gas from oil wells.  Conventional gas and by-

products are included in CBM, as they are immaterial. 

Net Present Value of Future Net Revenue of Oil and Gas Reserves 

 Before Future Income Tax Expenses and Discounted at 
 0% 5% 10% 15% 20% 
 (MM$) (MM$) (MM$) (MM$) (MM$) 
Proved      

Developed Producing 41.2 36.0 32.0 28.9 26.4 
Developed Non-Producing 5.9 5.1 4.5 4.1 3.7 
Undeveloped   23.9 18.0 13.9 10.9 8.7 

Total Proved 71.0 59.1 50.5 43.9 38.8 
Probable 42.0 28.0 19.3 13.6 9.6 
Total Proved plus Probable 113.0 87.2 69.8 57.5 48.4 
Possible 27.1 18.0 11.9 7.7 4.6 
Total Proved plus Probable plus Possible 140.1 105.2 81.7 65.2 53.0 

 

 After Future Income Tax Expenses and Discounted at 
 0% 5% 10% 15% 20% 
 (MM$) (MM$) (MM$) (MM$) (MM$) 
Proved      

Developed Producing 41.2 36.0 32.0 28.9 26.4 
Developed Non-Producing 5.9 5.1 4.5 4.1 3.7 
Undeveloped   23.9 18.0 13.9 10.9 8.7 

Total Proved 71.0 59.1 50.5 43.9 38.8 
Probable 37.4 24.9 17.1 12.0 8.4 
Total Proved plus Probable 108.4 84.0 67.6 55.9 47.2 
Possible 19.6 12.0 7.1 3.7 1.3 
Total Proved plus Probable plus Possible 128.0 96.0 74.7 59.6 48.5 

Additional Information Concerning Future Net Revenue – (Undiscounted) 

 

Revenue Royalties 
Operating 

Costs 
Development 

Costs 
Abandonment 

Costs 

Future  
Net  

Revenue 
Before 
Income 
Taxes 

Income 
Taxes 

Future  
Net  

Revenue
After 

Income 
Taxes 

 (MM$) (MM$) (MM$) (MM$) (MM$) (MM$) (MM$) (MM$) 
         
Total Proved Reserves 113.9 9.5 22.7 8.4 2.3 71.0 0.0 71.0 
Total Proved plus Probable 211.3 21.6 43.7 29.7 3.4 113.0 4.7 108.4 
Total Proved plus Probable plus Possible 311.6 40.0 64.9 62.1 4.7 140.1 12.2 127.9 
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Future Net Revenue After Income Taxes  

 Future Net Revenue Before 
Income Tax Expenses 

Discounted at 10% 
 (MM$) 
Proved  
 CBM(1) 50.5 
Proved plus Probable  
 CBM(1) 69.8 
Proved plus Probable plus Possible  
 CBM(1) 81.7 

Note: 
(1) Including conventional gas and by-products, but excluding solution gas from oil wells.  Conventional gas and by-

products are included in CBM, as they are immaterial. 

Pricing Assumptions – Constant Prices and Costs 

Sproule employed the following pricing, exchange rate and inflation rate assumptions as of December 31, 
2006 in estimating Ember's reserves data using constant prices and costs. 

NATURAL GAS   

AECO Inflation Rate Exchange Rate 
($Cdn/MMBtu) %/Yr ($US/$Cdn) 

6.13 0.0 0.858 

Pricing Assumptions – Forecast Prices and Costs 

Sproule employed the following pricing, exchange rate and inflation rate assumptions as of December 31, 
2006 in estimating Ember's reserves data using forecast prices and costs. 

 NATURAL GAS   

 Henry Hub AECO Gate 
Inflation 

Rate %/Yr 
Exchange 

Rate 

YEAR 
($US/ 

MMBtu) 
($Cdn/ 

MMBtu) %/Yr ($US/$Cdn) 
Forecast     

2007 7.85 7.72 5.0 0.87 
2008 8.39 8.59 4.0 0.87 
2009 7.65 7.74 3.0 0.87 
2010 7.48 7.55 2.0 0.87 
2011 7.63 7.72 2.0 0.87 
2012 7.75 7.85 2.0 0.87 
2013 7.86 7.99 2.0 0.87 
2014 7.98 8.12 2.0 0.87 
2015 8.10 8.26 2.0 0.87 
2016 8.22 8.40 2.0 0.87 
2017 8.34 8.54 2.0 0.87 

Thereafter escalation rate of 2%.  

The weighted average realized sales prices for Ember for the year ended December 31, 2006 were 
$6.13/Mcf for natural gas.  
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Reconciliation of Changes in Reserves and Future Net Revenue 

The following table sets forth the changes between the reserve volume estimates made as at December 31, 
2006 and the corresponding estimates as at December 31, 2005, based on forecast prices, net of royalties: 

 Net Proved 
Net Proved  

Plus Probable 

Net Proved Plus 
Probable Plus 

Possible 
 CBM(1) CBM(1) CBM(1) 

 Mmcfe Mmcfe Mmcfe 
December 31, 2005 8,016 14,210 14,210 
Extensions 3,022 9,617 18,944 
Improved Recovery -- -- -- 
Technical Revisions 3,907 1,791 3,094 
Discoveries 228 307 424 
Acquisitions -- -- -- 
Dispositions -- -- -- 
Economic Factors -- -- -- 
Production (Estimate) (1,527) (1,527) (1,527) 
December 31, 2006 13,646 24,398 35,145 

Note: 
(1) Including conventional gas and by-products, but excluding solution gas from oil wells.  Conventional gas is included in 

CBM, as it is immaterial. 

The following table sets forth the changes between the reserve volume estimates made as at December 31, 
2006 and the corresponding estimates as at December 31, 2005, based on forecast prices, before royalties: 

 Gross Proved 
Gross Proved  
Plus Probable 

Gross Proved Plus 
Probable Plus 

Possible 
 CBM(1) CBM(1) CBM(1) 

 Mmcfe Mmcfe Mmcfe 
December 31, 2005 8,799 15,730 15,730 
Extensions 3,407 11,293 22,969 
Improved Recovery -- -- -- 
Technical Revisions 4,232 1,710 3,124 
Discoveries 288 381 520 
Acquisitions -- -- -- 
Dispositions -- -- -- 
Economic Factors -- -- -- 
Production (Estimate) (1,698) (1,698) (1,698) 
December 31, 2006 15,028 27,416 40,645 

Note: 
(1) Including conventional gas and by-products, but excluding solution gas from oil wells.  Conventional gas is included in 

CBM, as it is immaterial. 

The following table sets forth changes between the future net revenue estimates made as at December 31, 
2006 and the corresponding estimates as at December 31, 2005 based on proved reserves using constant 
pricing and a discount rate of 10 percent. 
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 2006 (M$) 
Estimated Future Net Revenue after Income Taxes at Beginning of Year 41,375 
Sales and Transfers of Oil and Gas Produced, Net of Production Costs and Royalties (6,631) 
Net Change in Prices, Production Costs and Royalties Related to Future Production (18,252) 
Changes in Previously Estimated Development Costs Incurred During the Period (10,117) 
Changes in Estimated Future Development Costs (5,984) 
Extensions Infill Drilling and Improved Recovery 12,458 
Discoveries 1,050 
Acquisitions of Reserves 0 
Dispositions of Reserves 0 
Net Change Resulting from Revisions in Quantity Estimates 15,488 
Economic Factors 0 
Accretion of Discount 4,242 
Net Change in Income Taxes for Current Period 0 
Net Change in Income Taxes for Future Forecast 2,284 
Other Significant Factors (283) 
Estimated Future Net Revenue After Income Taxes at End of Year 35,630 

Acme Property Reserves Data – Forecast Prices and Costs 

The following tables set forth the reserves and values for the Acme property at December 31, 2006 as 
evaluated by McDaniel in the McDaniel Report, using forecasted prices provided by Sproule.  See "Acme 
Acquisition".  The McDaniel Report was prepared in accordance with NI 51-101.  The tables summarize 
the data contained in the McDaniel Report and as a result may contain slightly different numbers than 
such report due to rounding.  Also due to rounding, certain columns may not add exactly.   

The net present value of future net revenue attributable to the Corporation's reserves is stated 
without provision for interest costs and general and administrative costs, but after providing for 
estimated royalties, production costs, development costs, other income, future capital expenditures, 
and well abandonment costs for only those wells assigned reserves by McDaniel. It should not be 
assumed that the undiscounted or discounted net present value of future net revenue attributable to 
the Corporation's reserves estimated by McDaniel represent the fair market value of those reserves. 
Other assumptions and qualifications relating to costs, prices for future production and other 
matters are summarized herein. The recovery and reserve estimates of the Corporation's oil, NGL 
and natural gas reserves provided herein are estimates only and there is no guarantee that the 
estimated reserves will be recovered.  Actual reserves may be greater than or less than the estimates 
provided herein.  

The values shown for income taxes and future net revenue after income taxes were calculated on a 
stand-alone basis in the McDaniel Report.  The values shown may not be representative of future 
income tax obligations, applicable tax horizon or after tax valuation. 

The McDaniel Report is based on certain factual data supplied by the former owner of the Acme property 
and McDaniel's opinion of reasonable practice in the industry.  The extent and character of ownership and 
all factual data pertaining to the Corporation's petroleum properties and contracts (except for certain 
information residing in the public domain) were supplied by the former owner of the Acme property to 
McDaniel and accepted without any further investigation.  McDaniel accepted this data as presented and 
neither title searches nor field inspections were conducted. 
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Summary of Oil and Gas Reserves 

 Company 
Gross Reserves 

Company 
Net Reserves 

 CBM CBM 
 Bcf Bcf 

Proved   
Developed Producing - - 
Developed Non-Producing - - 
Undeveloped 14.1 11.6 

Total Proved 14.1 11.6 
Probable 13.3 10.7 
Total Proved plus Probable 27.4 22.3 
Possible 6.2 5.0 
Total Proved plus Probable Plus Possible 33.6 27.3 

Net Present Value of Future Net Revenue of Oil and Gas Reserves 

 Before Future Income Tax Expenses and Discounted at 
 0% 5% 10% 15% 20% 
 (MM$) (MM$) (MM$) (MM$) (MM$) 
Proved      

Developed Producing - - - - - 
Developed Non-Producing - - - - - 
Undeveloped   29.4 18.9 11.7 6.7 3.1 

Total Proved 29.4 18.9 11.7 6.7 3.1 
Probable 32.4 19.6 11.6 6.4 3.0 
Total Proved plus Probable 61.8 38.6 23.4 13.1 6.1 
Possible 20.8 12.0 7.2 4.4 2.7 
Total Proved plus Probable plus Possible 82.6 50.6 30.5 17.5 8.8 

 

 After Future Income Tax Expenses and Discounted at 
 0% 5% 10% 15% 20% 
 (MM$) (MM$) (MM$) (MM$) (MM$) 
Proved      

Developed Producing - - - - - 
Developed Non-Producing - - - - - 
Undeveloped   22.3 13.9 8.1 3.9 1.0 

Total Proved 22.3 13.9 8.1 3.9 1.0 
Probable 22.6 13.2 7.1 3.1 0.5 
Total Proved plus Probable 44.9 27.1 15.2 7.1 1.4 
Possible 14.8 8.4 4.9 2.8 1.6 
Total Proved plus Probable plus Possible 59.7 35.5 20.0 9.9 3.0 

Additional Information Concerning Future Net Revenue – (Undiscounted) 

 Revenue Royalties 
Operating 

Costs 
Development 

Costs 

Abandonment 
and 

Reclamation 
Costs 

Future  
Net 

Revenue 
Before 
Income 
Taxes 

Income 
Taxes 

Future  
Net  

Revenue
After 

Income 
Taxes 

 (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) 
         
Total Proved Reserves 109,896 16,163 34,284 27,697 2,354 29,397 7,086 22,311 
Total Proved plus Probable 215,922 32,915 68,341 48,722 4,167 61,778 16,847 44,931 
Total Proved plus Probable plus Possible 268,171 41,543 85,654 53,636 4,742 82,596 22,894 59,702 
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Pro Forma Reserves Data 

The following tables set forth Ember's reserves including those attributable to the Acme property on a pro 
forma basis at December 31, 2006 as evaluated by Sproule and McDaniel, using prices provided by 
Sproule. 

Pro Forma Reserves Data - Forecast Prices and Costs 

Summary of Oil and Gas Reserves 

 Company 
Gross Reserves 

Company 
Net Reserves 

 CBM CBM 
 Bcfe Bcfe 

Proved   
Developed Producing 8.2 7.5 
Developed Non-Producing 1.2 1.1 
Undeveloped 19.7 16.7 

Total Proved 29.2 25.2 
Probable 25.7 21.5 
Total Proved plus Probable 54.9 46.7 
Possible 19.4 15.7 
Total Proved plus Probable Plus Possible 74.3 62.4 

Note: 
(1) Including conventional gas and by-products, but excluding solution gas from oil wells.  Conventional gas and by-

products are included in CBM, as they are immaterial. 

Net Present Value of Future Net Revenue of Oil and Gas Reserves 

 Before Future Income Tax Expenses and Discounted at 
 0% 5% 10% 15% 20% 
 (MM$) (MM$) (MM$) (MM$) (MM$) 
Proved      

Developed Producing 41.2 36.0 32.0 28.9 26.4 
Developed Non-Producing 5.9 5.1 4.5 4.1 3.7 
Undeveloped   53.3 37.0 25.7 17.6 11.8 

Total Proved 100.3 78.1 62.2 50.6 41.9 
Probable 74.4 47.7 31.0 20.0 12.6 
Total Proved plus Probable 174.8 125.8 93.2 70.6 54.5 
Possible 48.0 30.0 19.1 12.0 7.3 
Total Proved plus Probable plus Possible 222.8 155.8 112.2 82.7 61.8 

 

 After Future Income Tax Expenses and Discounted at 
 0% 5% 10% 15% 20% 
 (MM$) (MM$) (MM$) (MM$) (MM$) 
Proved      

Developed Producing 42.1 35.9 32.0 28.9 26.4 
Developed Non-Producing 5.9 5.1 4.5 4.1 3.7 
Undeveloped   46.2 32.0 22.0 14.9 9.6 

Total Proved 93.3 73.1 58.6 47.9 39.8 
Probable 60.0 38.0 24.2 15.1 8.9 
Total Proved plus Probable 153.3 111.1 82.8 63.0 48.6 
Possible 34.3 20.4 11.9 6.5 2.9 
Total Proved plus Probable plus Possible 187.6 131.5 94.7 69.5 51.5 
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Additional Information Concerning Future Net Revenue – (Undiscounted) 

 

Revenue Royalties 
Operating 

Costs 
Development

Costs 

Abandonment 
and 

Reclamation 
Costs 

Future  
Net 

Revenue 
Before 
Income 
Taxes 

Income 
Taxes 

Future  
Net 

Revenue 
After 

Income 
Taxes 

 (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) 
         
Total Proved Reserves 223,749 25,705 56,970 36,110 4,652 100,356 7,086 93,270 
Total Proved plus Probable 427,233 54,532 112,005 78,377 7,527 174,793 21,509 153,284 
Total Proved plus Probable plus Possible 579,817 81,591 150,598 115,759 9,473 222,756 35,124 187,632 

Significant Factors or Uncertainties Affecting Reserves Data 

The process of estimating reserves is complex.  It requires significant judgments and decisions based on 
available geological, geophysical, engineering, and economic data.  These estimates may change 
substantially as additional data from ongoing development activities and production performance 
becomes available and as economic conditions impacting oil and gas prices and costs change.  The 
reserve estimates contained herein are based on current production forecasts, prices and economic 
conditions. Ember's reserves are evaluated by Sproule, an independent engineering firm. 

As circumstances change and additional data become available, reserve estimates also change.  Estimates 
made are reviewed and revised, either upward or downward, as warranted by the new information.  
Revisions are often required due to changes in well performance, prices, economic conditions and 
governmental restrictions. 

Although every reasonable effort is made to ensure that reserve estimates are accurate, reserve estimation 
is an inferential science.  As a result, the subjective decisions, new geological or production information 
and a changing environment may impact these estimates.  Revisions to reserve estimates can arise from 
changes in year-end oil and gas prices, and reservoir performance.  Such revisions can be either positive 
or negative. 

Future Development Costs 

The table below sets out the development costs deducted in the estimation of future net revenue 
attributable to proved reserves (using both constant prices and costs and forecast prices and costs) and 
proved plus probable reserves (using forecast prices and costs only). 

 Constant Prices  
and Costs 

Forecast Prices  
and Costs 

Forecast Prices  
and Costs 

Forecast Prices  
and Costs 

 
Proved Reserves Proved Reserves 

Proved Plus Probable 
Reserves 

Proved Plus Probable 
Plus Possible Reserves 

     

 (M$) (M$) (M$) (M$) 
2007 7,595 7,595 18,415 26,315 
2008 779 818 11,240 23,250 
2009 -- -- -- 8,288 
2010 -- -- -- 4,269 
2011 -- -- -- -- 
Remaining Years -- -- -- -- 
Total Undiscounted 8,374 8,413 29,655 62,122 

Ember estimates that its internally generated cash flow will be sufficient to fund the future development 
costs disclosed above.  Ember typically has available three sources of funding to finance its capital 
expenditure program; internally generated cash flow from operations, new equity issues, if available on 
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favourable terms, and debt financing when appropriate. Debt financing is available to Ember at the Bank 
of Montreal prime lending rate plus an applicable margin (dependant upon debt to trailing cash flow). 

Ember expects to fund its total 2007 capital program with proceeds from recent and potential future 
equity issues and internally generated cash flow and, although quarterly fluctuations in funding levels are 
expected, the objective is to remain at the current net debt level throughout the 2007 financial year. 
Ember's objective is to maintain its debt to cash flow ratio at less than 1.5 times estimated future cash 
flows. 

Contingent Resources 

In addition to conducting an independent reserves evaluation, Sproule was retained by Ember to complete 
an independent estimate of Ember's Contingent CBM Resources for the undeveloped lands that Ember 
owns.  These resources are categorized by Sproule as contingent resources which are defined in the 
COGE Handbook.  This definition states that contingent resources are not currently economic.  Ember 
believes that these contingent resources are not known to be economic at this time, rather than not 
economic.  The contingencies that result in CBM being classified as a contingent resource include but are 
not limited to capital costs, operating costs, deliverability, future gas prices and project timing.  There is 
no certainty that it will be technically or economically viable to produce any portion of the reported 
contingent resource. 

In response to discussions with regulatory authorities, Sproule has made changes in its previously 
employed methodology used to estimate contingent resources.  The intent of these changes are to provide 
a better representation of the range of contingent resources in the future. 

Mannville Coals 

Original gas-in-place ("OGIP") for each section was estimated volumetrically using net pay estimated 
from existing logs.  Average gas content and coal density specific to each area was then applied to 
provide an OGIP estimation.  Changes were made to the assignment of OGIP in the low, best and high 
cases based on the inclusion of individual coal seams. 

The low case includes the net pay in the major seam of an area of potential development in the OGIP 
calculation.  The recovery factor is then estimated based on engineering judgment for each area.  The 
recovery factors assigned in the low case range from 5% to 40% 

The best case considers the net pay from the major and secondary coal seams where the development of 
the secondary coal seam was considered reasonable.  The recovery factors assigned in the best case range 
from 20% to 45% 

The high case calculation of OGIP includes all coals seams greater than 0.9m in thickness.  The recovery 
factors assigned in the high case range from 40% to 60% 

Sproule then estimates contingent resources based on calculated OGIP and assigned recovery factors. 

The following table summarizes Sproule's Contingent Resource estimates attributable to Ember's 
properties as at December 31, 2006.  Note that some gas has been converted from Resources to Reserves 
as noted above. 



- 27 - 

 

 

 Company Gross 
Original Gas in Place 

Bcf 

Company Gross 
Contingent Resources - Raw 

Bcf 

Area / Prospect 
Low  
Case 

Best 
Case 

High 
Case 

Low 
Case 

Best 
Case 

High 
Case 

Manville Coals       
 Fenn Big Valley  34.4 57.8 78.7 1.7 11.6  31.5 
 Manola  189.1 317.9 402.1 75.6 143.1  241.2 
 Rosalind 210.7 331.2 449.2 42.3 99.8  224.5 
Total Mannville 434.1 706.9 929.9 119.7 254.4  498.2 
Horseshoe Canyon Coals       
 Fenn BigValley  5.8 5.8 5.8 2.2 3.0  3.4 
Total  439.9 712.7 935.7 121.9 257.4  501.6 

 
The following table summarizes the expiries of land in the Mannville coal Contingent Resource in 
Ember's three operating areas.  A total of 122,975 net acres of undeveloped land will reach the end of its 
primary term within 5 years.  This represents 65% of Ember's total undeveloped land in the Mannville 
coals in the three areas (189,646 net acres).  The balance of Ember's undeveloped lands in the Mannville 
coal in the three areas is continued. 

 Rosalind Fenn Big Valley Manola Total 

Expires by 
Year: 

Gross 
Undeveloped 

(acres) 

Net 
Undeveloped 

(acres) 

Gross 
Undeveloped 

(acres) 

Net 
Undeveloped 

(acres) 

Gross 
Undeveloped 

(acres) 

Net 
Undeveloped 

(acres) 

Gross 
Undeveloped 

(acres) 

Net 
Undeveloped 

(acres) 
2007 4,683 8,818  1,240  1,240  7,680  7,680  23,603  17,738 
2008  12,888  8,596  6,240  6,240  22,720  22,720  41,848  37,556 
2009 4,762  4,504  1,920  1,920  12,800  12,800  19,482  19,224 
2010  23,817  23,817  960  960  13,440  13,440  38,217  38,217 
2011  1,280  1,280  0  0  8,960  8,960  10,240  10,240 
Totals  57,430  47,015  10,360  10,360  65,600  65,600  133,390  122,975 
 
Undeveloped 
Acreage at 
January 1, 
2007: 

 
 
 
 

98,972 

 
 
 
 

72,638 

 
 
 
 

17,933 

 
 
 
 

16,862 

 
 
 
 

101,760 

 
 
 
 

100,146 

 
 
 
 

218,665 

 
 
 
 

189,646 
 
CBM development at Corbett Creek, operated by Trident Exploration Corp. and Nexen Inc., is the nearest 
analogous project with commercial production to Ember's Manola Mannville coal CBM property.  This 
Mannville coal CBM project is approximately 40 kilometers northwest of Ember's Manola property.  The 
nearest analogous proven production to the Rosalind and Fenn Big Valley Mannville coal CBM 
properties is Ember's Rosalind producers.  This Mannville coal CBM development is within the Rosalind 
property and is approximately 80 kilometers north of Ember's Fenn Big Valley property. 

The vertical depths of Ember's Mannville CBM contingent resources are approximately 925 meters at 
Manola, 1075 meters at Rosalind and 1250 meters at Fenn Big Valley. 

The estimated cost to drill, complete and equip a horizontal well in the Mannville coal is approximately 
$1,500,000. 

Ember has been and will continue to conduct appraisal drilling and testing on selected lands in the 
Mannville coal over the next several years.  The next phase of drilling has commenced in the first quarter 
of 2007.  Pending confirmation of appropriate reservoir quality, Ember expects to develop the contingent 
resources in all three areas during the next 5 to 20 years. 
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Ember's lands are reasonably close to pipelines and facilities owned by Ember, other operators or 
distribution companies.  Ember will consider the appropriate transportation and marketing strategy at the 
time of development of the Mannville coal contingent resources in the three operating areas.  At this time, 
Ember does not believe the marketing of the potential gas volumes will be a concern. 

In management's opinion it is too early to estimate the chance of success for the appraisal programs of the 
Mannville coal contingent resources.  By NI 51 101 definitions these resources do not have the certainty 
at this time to be classified as reserves.  For this reason, the evaluation conducted by Sproule presents a 
range of technically recoverable resources for each area.  While it appears that production is possible 
from these formations and the gas-in-place can be reasonably estimated, the production rates and 
recoveries are still undetermined and have, therefore, been estimated as low, best and high contingent 
resources as presented in the Sproule evaluation. 

Horseshoe Canyon Contingent Resource 

The following table summarizes the expiries of land in the Horseshoe Canyon coal Contingent Resource 
in the Fenn Big Valley area.  A total of 4,700 net acres of undeveloped land will reach the end of its 
primary term within 5 years.  This represents 24% of Ember's total undeveloped land in Fenn Big Valley 
in the Horseshoe Canyon coal (19,531 net acres).  The balance of Ember's undeveloped lands in the 
Horseshoe Canyon coal in Fenn Big Valley is continued. 

   

Expires by Year: 
Gross 

Undeveloped (acres) 
Net 

Undeveloped (acres) 
2007 2,040  1,720 
2008  1,440  1,440 
2009  1,280  1,280 
2010  320  320 
2011  0 0 
Totals  5,080  4,700 

 
Undeveloped Acreage at January 1, 2007:  21,769  19,531 

 
The nearest analogous project to Ember's Horseshoe Canyon coal Contingent Resource is immediately 
adjacent in Ember's producing Horseshoe Canyon CBM wells in Fenn Big Valley. 

The vertical depth of Ember's Horseshoe Canyon CBM Contingent Resource ranges from 125 to 500 
meters in the Fenn Big Valley area. 

The estimated cost to drill, complete and equip a well in the Horseshoe Canyon coal is approximately 
$370,000. 

Ember has been and will continue to conduct drilling and testing on selected lands in the Horseshoe 
Canyon coal over the next several years.  The next phase of drilling is expected to commence in the 
second quarter of 2007.  Pending confirmation of appropriate reservoir quality, Ember expects to develop 
the contingent resources in Fenn Big Valley during the next 2 to 5 years. 

Ember's lands are close to pipelines and facilities in which Ember is an owner.  At the time of 
development of the Horseshoe Canyon coal contingent resources in Fenn Big Valley area the 
transportation and marketing of the gas will be handled through existing and currently planned facilities. 

The proximity of the Horseshoe Canyon contingent resources evaluated to existing production does not 
fall within the NI 51-101 definitions to be classified as reserves at this time.  For this reason the 
evaluation conducted by Sproule presents a range of technically recoverable resources at Fenn Big 
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Valley.  While it appears that production is possible from these formations and the gas-in-place can be 
reasonably estimated, the production rates and recoveries are still undetermined and have, therefore, been 
estimated as low, best and high contingent resources as presented in the Sproule evaluation. 

Wells 

The following table sets forth the number and status of CBM wells in which Ember has a working interest 
as at December 31, 2006. 

 Producing Wells Non-Producing Wells 

 Gross Net Gross Net 
Rosalind 4 2.5 10 5.5 
Manola 8 8 7 7 
Fenn Big Valley 115 115 15 15 
Total 127 125.5 32 27.5 

Properties With No Attributed Reserves 

The following table summarizes the undeveloped gross and net acres of properties in which Ember has an 
interest and also the number of net acres for which Ember's rights to explore, develop or exploit will, 
absent further action, expire within one year. 

 
Gross Acres Net Acres 

Net Acres Expiring  
Within One Year 

    
Rosalind  128,748  99,336  19,498 
Manola  108,800  107,186  7,680 
Fenn Big Valley  30,289  27,681  2,040 
Matziwin  33,920  31,139  1,280 
Total  301,757  265,342  30,498 

Drilling Activity 

The following table sets forth the gross and net exploratory and development wells in which Ember 
participated during the year ended December 31, 2006. 

 Development Wells 

 Gross Net 
Manville    4  3.5 
Horseshoe Canyon  24  24.0 
Total  28  27.5 

Additional Information Concerning Abandonment and Reclamation Costs 

Ember typically estimates well abandonment costs area by area.  Such costs are included in the Sproule 
Report as deductions in arriving at future net revenue.  

The expected total abandonment and disconnect costs included in the Sproule Report for 166.5 net wells 
under the proved reserves category is $2,298,000 undiscounted ($1,092,000 discounted at 10%), of which 
a total of $190,000 is estimated to be incurred in 2007, 2008 and 2009.  This estimate does not include 
expected reclamation and salvage costs for surface leases of $2,702,000 undiscounted. 

Ember will be liable for its share of ongoing environmental obligations and for the ultimate reclamation 
of the properties held by it upon abandonment.  Ongoing environmental obligations are expected to be 
funded out of cash flow. 
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Tax Horizon 

Based on production from existing reserves, Ember estimates that it will not be required to pay income 
taxes for the next several years. 

Costs Incurred 

The following table summarizes capital expenditures (net of incentives and net of certain proceeds and 
including capitalized general and administrative expenses) incurred by Ember for the year ended 
December 31, 2006. 

 Property Acquisition Costs   
 

Proved Properties 
Unproved 
Properties 

Exploration  and 
Drilling Costs 

Development and 
Facilities Costs 

Total (M$) 0 2,472 22,388 11,515 

Production Estimates 

The following table discloses for each product type the total volume of production estimated by Sproule 
for the year ending December 31, 2007 in the estimates of future net revenue from proved reserves 
disclosed above under the heading "Natural Gas Reserves". 

 mcfe/d BOE/d % 
CBM 6,875.4 1,145.9 99.95 
NGL 3.6 0.6 0.05 
 6,879.0 1,146.5 100.00 
    

Production History 

The following table discloses, on a quarterly basis for the year ended December 31, 2006, certain 
information in respect of production, product prices received, royalties paid, operating expenses and 
resulting netback.  

Average Daily Production Volume 

 Three Months Ended 
 March 31, 2006 June 30, 2006 September 30, 2006 December 31, 2006 
Natural gas (Mcf/d) 3,282 4,225 4,972 6,106 
Total (BOE/d) 547 704 829 1,018 

Prices Received, Royalties Paid, Production Costs and Netback – Natural Gas 

($ per Mcf) Three Months Ended 
 March 31, 2006 June 30, 2006 September 30, 2006 December 31, 2006 
Prices Received  6.77 5.72 5.31 6.74 
Royalties Paid 0.76 0.94 0.53 0.40 
Production and  

Transportation Costs  
1.78 2.18 1.63 1.55 

Netback(1) 4.23 2.60 3.15 4.79 

Note: 
(1) Netback is calculated by deducting royalties paid and production costs from prices received. 
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Production Volume by Field 

The following table indicates the average daily production from each of the Corporation's core properties 
for the year ended December 31, 2006. 

Field 
Natural Gas 

(Mcf/d) 
BOE 

(BOE/d) % 
Fenn Big Valley 4,118 686 88.5 
Rosalind 81 13 1.7 
Manola 456 76 9.8 
 Total 4,655 775 100.0 

DIRECTORS AND OFFICERS OF EMBER 

Directors and Officers  

The name, municipality of residence, principal occupation for the prior five years and proposed position, 
of each of the  directors and officers of Ember are as follows: 

Name and Residence Position with Ember 
 

Principal Occupation During Previous Five Years 
Douglas A. Dafoe 
Calgary, Alberta 

Chairman, Chief 
Executive Officer 
and Director 

Chairman and Chief Executive Officer of Ember since July 
2005.  Prior thereto, President and Chief Executive Officer of 
Thunder from October 1995 to July 2005. 

Terence S. Meek 
Calgary, Alberta 

President and Chief 
Operating Officer 
and Director 

President and Chief Operating Officer of Ember since July 
2005.  Prior thereto, Vice President, Engineering and Chief 
Operating Officer of Thunder from July 1996 to July 2005. 

J.W. (Jack) Peltier(1)(2)(4) 

Calgary, Alberta 
Lead Director From 1978 to present, President, Ipperwash Resources Ltd., a 

company engaged in oil and gas exploration and production, 
investments, oil and gas consulting and management services 
and portfolio investments.  

Colin D. Boyer(2)(4) 
Calgary, Alberta 

Director From May 1, 2000, President and Chief Executive Officer, 
Birchill Energy Limited, an oil and gas company. 

Richard A.M. Todd(3) 
Calgary, Alberta 

Director From January 2002, President and Chief Executive Officer of 
Mustang.  From July 1990 to April 1999, President and Chief 
Executive Officer of Richland Petroleum Corporation. 

F. Fox Benton III(1)(3) 

Houston, Texas 
Director Independent Businessman.  Prior thereto, from June 1999 to 

February 2005, Chief Financial Officer of Ultra Petroleum 
Corp. 

Thomas S. Drolet(3) 

Englewood, Florida 
Director From January 2001 to December 2005, Vice-President, 

International Business of DTE Energy Technologies Inc. 

Dennis B. Balderston(1) 

Calgary, Alberta 
Director Independent Businessman.  Prior thereto, a Partner with Ernst 

& Young LLP, a firm of Chartered Accountants until June 
2005. 
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Name and Residence Position with Ember 
 

Principal Occupation During Previous Five Years 
Jeff van Steenbergen(2)(4) 
Calgary, Alberta 

Director General Partner of KERN Partners Ltd., a private equity firm, 
since June 2001. 

Bruce C. Ryan 
Calgary, Alberta 

Vice President, 
Finance and Chief 
Financial Officer 

Vice President, Finance and Chief Financial Officer of 
Ember since October 2005.  Prior thereto, Chief Financial 
Officer of Drilcorp Energy Ltd. from September 2004 to 
September 2005; Chief Financial Officer of Mind's Eye 
Entertainment from June 2002 to December 2003; and 
Partner of Prairie Financial Management, a venture capital 
firm. 

Thomas A. Zuorro 
Calgary, Alberta 

Vice President, Land Vice President, Land of Ember since October 2005.  Prior 
thereto, from December 2004 to October 2005, Vice 
President, Land and from May 2004 to December 2004, Land 
Manager of Thunder.  From August 2001 to May 2004, Vice 
President, Land & Contracts of Grey Wolf Exploration Inc. 

Kenneth S. Ronaghan 
Calgary, Alberta 

Vice President, 
Engineering 

Vice President, Engineering of Ember since October 2005.  
Prior thereto, from September 2001 to October 2005, 
Exploration Manager of Thunder.  From January 1998 to 
April 2001, Exploration Manager of Cypress Energy Inc. 

Kent D. Kufeldt 
Calgary, Alberta 

Corporate Secretary Partner of the law firm of Macleod Dixon LLP. 

Notes: 
(1) Member of the Audit Committee. 
(2) Member of the Reserves Committee. 
(3) Member of the Corporate Governance, Board Nomination and Compensation Committee. 
(4) Member of the Health, Safety and Environment Committee. 

Messrs. Dafoe, Meek, Peltier, Boyer and Todd have been directors of Ember since June 2005.  
Messrs. Benton, Drolet and Balderston have been directors since July 2005.  Mr. van Steenbergen was 
appointed a director in March 2007.  Each of the directors has been elected or appointed to serve as such 
until the next annual meeting of the shareholders of Ember or until his successor is duly elected or 
appointed, unless his office is earlier vacated in accordance with Ember's articles or by-laws.  

As at March 30, 2007, the directors and senior officers of Ember as a group beneficially owned, directly 
or indirectly, or exercised control or direction over 3,030,636 Common Shares of Ember. This represents 
approximately 8.4% of the 36,074,913 outstanding Common Shares. 

Corporate Cease Trade Orders or Bankruptcies 

In the 10 years preceding the date of this Annual Information Form, none of the directors, officers or 
insiders of the Corporation are or have been a director or officer of any other issuer that, while acting in 
such capacity, was subject to any corporate cease trade order or bankruptcies. 

Penalties or Sanctions 

None of the directors, officers or insiders of the Corporation have been subject to any penalties or 
sanctions under securities legislation. 
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Personal Bankruptcies 

To the knowledge of management of Ember, there has been no director or officer, or any shareholder 
holding a sufficient number of securities of Ember to affect materially the control of Ember that is, or 
within the 10 years before the date of this Annual Information Form has been, a director or officer of any 
other issuer that, while that person was acting in that capacity:  

(a) was the subject of a cease trade or similar order, or an order that denied the other issuer 
access to any exemptions under Canadian securities legislation, for a period of more than 
30 consecutive days; or  

(b) became bankrupt, made a proposal under any legislation relating to bankruptcy or 
insolvency or was subject to or instituted any proceedings, arrangement or compromise 
with creditors or had a receiver, receiver manager or trustee appointed to hold its assets. 

To the knowledge of management of the Ember, there has been no director or officer, or any shareholder 
holding sufficient number of securities of Ember to affect materially the control of Ember, or a personal 
holding company of any such person that has, within the 10 years before the date of this Annual 
Information Form, become bankrupt, made a proposal under any legislation relating to bankruptcy or 
insolvency, or was subject to or instituted any proceedings, arrangement or compromise with creditors, or 
had a receiver, receiver manager or trustee appointed to hold the assets of the director or officer. 

To the knowledge of management of Ember, no director or officer, or any shareholder holding a sufficient 
number of securities of Ember to affect materially the control of Ember, has:  

(a) been subject to any penalties or sanctions imposed by a court relating to Canadian 
securities legislation or by a Canadian securities regulatory authority or has entered into a 
settlement agreement with the Canadian securities regulatory authority; or  

(b) been subject to any other penalties or sanctions imposed by a court or regulatory body 
that would likely be considered important to a reasonable investor in making an 
investment decision. 

EMBER SHARE CAPITAL 

Common Shares 

Ember is authorized to issue an unlimited number of Common Shares.  Holders of Common Shares are 
entitled to one vote per share at meetings of shareholders of Ember, to receive dividends if, as and when 
declared by the board of directors and to receive pro rata the remaining property and assets of Ember 
upon its dissolution or winding-up, subject to the rights of shares having priority over the Common 
Shares.   

Ember Non-Voting Shares 

Ember is authorized to issue an unlimited number of Ember non-voting shares (the "Ember Non-Voting 
Shares").  Holders of Ember Non-Voting Shares are entitled to receive dividends if, as and when declared 
by the board of directors and to receive pro rata the remaining property and assets of Ember upon its 
dissolution or winding-up, subject to the rights of shares having priority over the Ember Non-Voting 
Shares.  Holders of Ember Non-Voting Shares are not entitled to vote at meetings of shareholders of 
Ember except as required under the ABCA. Pursuant to the Arrangement, each Ember Non-Voting Share 
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that was outstanding was exchanged for one Ember Share and was cancelled pursuant to a reorganization 
of the capital of Ember. 

Ember Performance Shares 

Ember is authorized to issue up to 1,400,000 Ember Performance Shares without nominal or par value.  
The Ember Performance Shares rank junior to the Common Shares and Ember Non-Voting Shares, other 
than as set forth below.  Holders of Ember Performance Shares will not be entitled to vote at meetings of 
shareholders of Ember except as required under the ABCA and will not be entitled to receive dividends.  
The Ember Performance Shares will not be entitled to receive any property or assets of Ember upon its 
dissolution or winding-up other than an amount of $0.01 per share in preference over the Common 
Shares.   

1,400,000 Ember Performance Shares have been issued to certain employees, contractors, officers and 
directors of Ember (the "Ember Service Providers").  Each Ember Performance Share was purchased by 
the holder at a price of $0.01 per share and will be convertible into the fraction of an Ember share equal to 
the closing trading price of the Common Shares on the TSX or such other stock exchange on which the 
Common Shares are listed on the trading day prior to such conversion (the "Ember Closing Price") less 
$1.93, divided by the Ember Closing Price.  The Ember Performance Shares will vest and become 
convertible as to one-third on each of the first, second and third anniversaries from the date of grant if the 
holder is an Ember Service Provider on such date.  

Upon a holder ceasing to be a Ember Service Provider, Ember will, subject to applicable law, redeem the 
Ember Performance Shares at a redemption price of $0.01 per share.  In the event that Ember is unable to 
pay the redemption price in accordance with applicable law, the Ember Performance Shares which were 
to be redeemed will be cancelled and the former holders will only have the right to receive $0.01 per 
share.   

The Ember Performance Shares will operate in concert with Ember's stock option plan and the number of 
Common Shares reserved for issuance under the stock option plan and the Ember Performance Shares 
shall not exceed 10% of the outstanding Common Shares at any time. 

Shareholder Rights Plan 

At a special meeting of shareholders held October 8, 2006, the shareholders ratified and confirmed the 
Shareholder Rights Plan adopted by Ember on August 9, 2006 (the "Plan"). 

The Board of Directors adopted the Plan to ensure, to the extent possible, that all shareholders of Ember 
are treated equally and fairly in connection with any takeover bid or similar offer for all or a portion of the 
outstanding Common Shares.  The Plan has been implemented by way of a Shareholder Rights 
Agreement (the "Agreement") dated effective August 9, 2006 between Ember and Olympia Trust 
Company, as rights agent (the "Rights Agent"). 

Purpose of the Plan 

The objectives of the Plan are to ensure, to the extent possible, that all shareholders of Ember are treated 
equally and fairly in connection with any takeover bid for Ember. Takeover bids may be structured to be 
coercive or may be initiated at a time when the Board of Directors will have a difficult time preparing an 
adequate response to the offer. Accordingly, such offers do not always result in shareholders receiving 
equal or fair treatment or full or maximum value for their investment. Under current Canadian securities 
legislation, a takeover bid is required to remain open for 35 days, a period of time which the Board of 
Directors believes is insufficient for the directors to: (i) evaluate a takeover bid (particularly if it includes 
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consideration other than cash); (ii) explore, develop and pursue alternatives which are superior to the 
takeover bid and which could maximize shareholder value; and (iii) make reasoned recommendations to 
the shareholders. 

The Plan discourages discriminatory, coercive or unfair takeovers of Ember and gives the Board of 
Directors time if, in the circumstances, the Board of Directors determines it is appropriate to take such 
time, to pursue alternatives to maximize shareholder value in the event an unsolicited takeover bid is 
made for all or a portion of the outstanding Common Shares of Ember. As set forth in detail below, the 
Plan discourages coercive hostile takeover bids by creating the potential that any Common Shares which 
may be acquired or held by such a bidder will be significantly diluted. The potential for significant 
dilution to the holdings of such a bidder can occur as the Plan provides that all holders of Common Shares 
who are not related to the bidder will be entitled to exercise rights issued to them under the Plan and to 
acquire Common Shares at a substantial discount to prevailing market prices. The bidder or the persons 
related to the bidder will not be entitled to exercise any Rights under the Plan. Accordingly, the Plan will 
encourage potential bidders to make takeover bids by means of a Permitted Bid (as defined below) or to 
approach the Board of Directors to negotiate a mutually acceptable transaction. The Permitted Bid 
provisions of the Plan are designed to ensure that in any takeover bid for outstanding Common Shares of 
Ember all shareholders are treated equally and are given adequate time to properly assess such takeover 
bid on a fully-informed basis. 

The Plan was not being proposed in response to, or in anticipation of, any pending, threatened or 
proposed acquisition or takeover bid. 

The Board of Directors did not adopt the Plan to prevent a takeover of Ember, to secure the continuance 
of management or the directors in their respective offices or to deter fair offers for the Common Shares. 

Summary of the Plan 

The following summary of terms of the Plan is qualified in its entirety by reference to the text of the 
Agreement. A shareholder or other interested party may obtain a copy of the Agreement, which is 
available on SEDAR at www.sedar.com or, by contacting the Vice President Finance and Chief Financial 
Officer of Ember. 

Term 

The Plan (unless earlier terminated) will remain in effect until termination of the annual meeting of 
shareholders of Ember in 2009 unless the term of the Agreement is extended beyond such date by 
resolution of shareholders at a shareholders' meeting.  

Issue of Rights 

One right (a "Right") has been issued by Ember pursuant to the Agreement in respect of each Common 
Share of Ember outstanding at the close of business on August 9, 2006 (the "Record Time"). One Right 
will also be issued for each additional Common Share issued after the Record Time and prior to the 
earlier of the Separation Time (as defined below) or the Expiration Time (as defined below). 

Rights Exercise Privilege 

The Rights will separate from the voting shares to which they are attached and become exercisable at the 
time (the "Separation Time") which is 10 trading days following the date a person becomes an Acquiring 
Person or announces an intention to make a takeover bid that is not an acquisition pursuant to a takeover 
bid permitted by the Plan (a "Permitted Bid"). 
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Any transaction or event in which a person (an "Acquiring Person"), including associates and affiliates 
and others acting in concert, acquires (other than pursuant to an exemption available under the Plan or a 
Permitted Bid) Beneficial Ownership (as defined in the Plan) of 20% or more of the voting shares of 
Ember is referred to as a "Flip-in Event". Any Rights held by an Acquiring Person on or after the earlier 
of the Separation Time or the first date of public announcement by Ember or an Acquiring Person that an 
Acquiring Person has become such, will become void and the Rights (other than those held by the 
Acquiring Person) will permit the holder to purchase Common Shares at a substantial discount to their 
then prevailing market price. 

The issuance of the Rights is not dilutive and will not affect reported earnings or cash flow per share until 
the Rights separate from the underlying Common Shares and become exercisable or until the exercise of 
the Rights. The issuance of the Rights will not change the manner in which shareholders currently trade 
their Common Shares. 

Permitted Lock-Up Agreement 

A person will not become an Acquiring Person by virtue of having entered into an agreement (a 
"Permitted Lock-Up Agreement") with a shareholder whereby the shareholder agrees to deposit or tender 
voting shares to a takeover bid made by such person, provided that the agreement meets certain 
requirements including: 

(a) the terms of the agreement are publicly disclosed and a copy of the agreement is publicly 
available; 

(b) the shareholder who has agreed to tender voting shares to the takeover bid (the "Lock-Up 
Bid") made by the other party to the agreement is permitted to terminate its obligation 
under the agreement in order to tender voting shares to another takeover bid or 
transaction where: (i) the offer price or value of the consideration payable under the other 
takeover bid or transaction is greater than the price or value of the consideration per share 
at which the shareholder has agreed to deposit or tender voting shares to the Lock-Up Bid 
or is equal to or greater than a specified minimum which is not more than 7% higher than 
the offer price under the Lock-Up Bid; and (ii) if the number of voting shares offered to 
be purchased under the Lock-Up Bid is less than all of the voting shares held by 
shareholders (excluding shares held by the offeror), the number of voting shares offered 
to be purchased under the other takeover bid or transaction (at an offer price not lower 
than in the Lock-Up Bid) is greater than the number of voting shares offered to be 
purchased under the Lock-Up Bid or is equal to or greater than a specified number which 
is not more than 7% higher than the number of voting shares offered to be purchased 
under the Lock-Up Bid; and 

(c) no break-up fees or other penalties that exceed in the aggregate the greater of 2.5% of the 
price or value of the consideration payable under the Lock-Up Bid and 50% of the 
increase in consideration resulting from another takeover bid or transaction shall be 
payable by the shareholder if the shareholder fails to deposit or tender voting shares to 
the Lock-Up Bid. 

Certificates and Transferability 

Prior to the Separation Time, the Rights will be evidenced by a legend imprinted on certificates for 
Common Shares issued from and after the effective date (the "Effective Date") of the Agreement (being 
the later of the date of the Agreement and the receipt by Ember of all regulatory approvals with respect to 
the Agreement). Rights are also attached to Common Shares outstanding on the Effective Date, although 
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share certificates issued prior to the Effective Date will not bear such a legend. Shareholders are not 
required to return their certificates in order to have the benefit of the Rights. Prior to the Separation Time, 
Rights will trade together with the Common Shares and will not be exercisable or transferable separately 
from the Common Shares. From and after the Separation Time, the Rights will become exercisable, will 
be evidenced by Rights Certificates and will be transferable separately from the Common Shares. 

Permitted Bid Requirements 

The requirements of a "Permitted Bid" include the following: 

(a) the takeover bid must be made by means of a takeover bid circular; 

(b) the takeover bid is made to all holders of voting shares as registered on the books of 
Ember, other than the offeror; 

(c) the takeover bid contains, and the take-up and payment for securities tendered or 
deposited is subject to, an irrevocable and unqualified provision that no voting shares will 
be taken up or paid for pursuant to the takeover bid prior to the close of business on the 
date which is not less than 60 days following the date of the takeover bid and only if at 
such date more than 50% of the voting shares held by independent shareholders shall 
have been deposited or tendered pursuant to the takeover bid and not withdrawn; 

(d) the takeover bid contains an irrevocable and unqualified provision that unless the 
takeover bid is withdrawn, voting shares may be deposited pursuant to such takeover bid 
at any time during the period of time between the date of the takeover bid and the date on 
which voting shares may be taken up and paid for and that any voting shares deposited 
pursuant to the takeover bid may be withdrawn until taken up and paid for; and 

(e) the takeover bid contains an irrevocable and unqualified provision that if, on the date on 
which voting shares may be taken up and paid for, more than 50% of the voting shares 
held by independent shareholders shall have been deposited pursuant to the takeover bid 
and not withdrawn, the offeror will make a public announcement of that fact and the 
takeover bid will remain open for deposits and tenders of voting shares for not less than 
ten business days from the date of such public announcement. 

The Plan allows for a competing Permitted Bid (a "Competing Permitted Bid") to be made while a 
Permitted Bid is in existence. A Competing Permitted Bid must satisfy all of the requirements of a 
Permitted Bid except that it may expire on the same date as the Permitted Bid, subject to the requirement 
that it be outstanding for a minimum period of 35 days. 

Waiver and Redemption 

If a potential offeror does not desire to make a Permitted Bid, it can negotiate with, and obtain the prior 
approval of, the Board of Directors to make a takeover bid by way of a takeover bid circular sent to all 
holders of voting shares on terms which the Board of Directors considers fair to all shareholders. In such 
circumstances, the Board of Directors may waive the application of the Plan thereby allowing such bid to 
proceed without dilution to the offeror. Any waiver of the application of the Plan in respect of a particular 
takeover bid shall also constitute a waiver of any other takeover bid which is made by means of a 
takeover bid circular to all holders of voting shares while the initial takeover bid is outstanding. The 
Board of Directors may also waive the application of the Plan in respect of a particular Flip-in Event that 
has occurred through inadvertence, provided that the Acquiring Person that inadvertently triggered such 
Flip-in Event reduces its beneficial holdings to less than 20% of the outstanding voting shares of Ember 
within 14 days or such earlier or later date as may be specified by the Board. With the prior consent of the 
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holders of voting shares, the Board of Directors may, prior to the occurrence of a Flip-in Event that would 
occur by reason of an acquisition of voting shares otherwise than pursuant to the foregoing, waive the 
application of the Plan to such Flip-in Event. 

The Board of Directors may, with the prior consent of the holders of voting shares, at any time prior to the 
occurrence of a Flip-in Event, elect to redeem all but not less than all of the then outstanding Rights at a 
redemption price of $0.00001 per Right. Rights are deemed to be redeemed following completion of a 
Permitted Bid, a Competing Permitted Bid or a takeover bid in respect of which the Board of Directors 
has waived the application of the Plan. 

Exemptions for Investment Advisors 

Investment advisors (for client accounts), trust companies (acting in their capacity as trustees or 
administrators), statutory bodies whose business includes the management of funds (for employee benefit 
plans, pension plans, or insurance plans of various public bodies) and administrators or trustees of 
registered pension plans or funds acquiring greater than 20% of the voting shares are exempted from 
triggering a Flip-in Event, provided they are not making, either alone or jointly or in concert with any 
other person, a takeover bid. 

Board of Directors 

The adoption of the Plan will not in any way lessen or affect the duty of the Board of Directors to act 
honestly and in good faith with a view to the best interests of Ember. The Board of Directors, when a 
takeover bid or similar offer is made, will continue to have the duty and power to take such actions and 
make such recommendations to shareholders as are considered appropriate. 

Amendment 

Ember may, with the prior approval of shareholders (or the holders of Rights if the Separation Time has 
occurred), supplement amend, vary or delete any of the provisions of the Agreement. Ember may make 
amendments to the Agreement at any time to correct any clerical or typographical error or, subject to 
confirmation at the next meeting of shareholders, make amendments which are required to maintain the 
validity of the Agreement due to changes in any applicable legislation, regulations or rules. 

DIVIDEND POLICY 

Ember has not declared or paid any dividends on the Common Shares since its incorporation.  Any 
decision to pay dividends on the Common Shares will be made by the board of directors of Ember on the 
basis of Ember's earnings, financial requirements and other conditions existing at such future time. 

PRIOR SALES 

On June 3, 2005, Ember issued one Ember Share at a price of $1.00 to facilitate its organization. 

In connection with the Arrangement, Ember issued 20,323,130 Ember Shares to acquire certain natural 
gas rights associated with coal from Thunder. 

On July 6, 2005, Ember issued 3,108,888 Ember Non-Voting Shares at a price of $1.93 per Ember Non-
Voting Share and 1,400,000 Ember Performance Shares at a price of $0.01 per Ember Performance Share 
for aggregate gross proceeds of $6,014,859. 
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On August 31, 2005, Ember completed a bought deal financing of 7,000,000 Common Shares at a price 
of $7.15 per share for gross proceeds of $50,050,000.  

Concurrent with the completion of the Acme Acquisition on March 1, 2007, Ember completed a private 
placement to a Calgary based private equity firm of 5,660,400 Common Shares at a purchase price of 
$2.65 per share.  Total proceeds of $15 million were used to complete the Acme Acquisition, with the 
balance of $6.25 million to be used to expand Ember’s capital program for 2007.   

ESCROWED SECURITIES 

Certain securityholders of Ember are subject to escrow requirements pursuant to National Policy 46-201, 
Escrow for Initial Public Offering ("NP 46-201").  NP 46-201 requires that certain securities held by a 
"principal" of an issuer be held in escrow.  As of December 31, 2006 the number and percentage of each 
class of securities of Ember that were subject to escrow was as follows: 

Class of Securities Number of Securities Held in Escrow Percentage of Outstanding Class 
Common Shares 1,028,386 3.4 
Note: 
(1) The foregoing securities are held in escrow pursuant to an escrow agreement (the "Escrow Agreement") among the 

Corporation, Olympia Trust Company, as escrow agent, and certain securityholders of the Corporation.  The Escrow 
Agreement provides that, except to the extent permitted thereunder, an escrowed securityholder cannot sell, transfer, 
assign, mortgage, enter into a derivative transaction concerning, or otherwise deal in any way with such holder's 
escrowed securities or the related share certificates or other evidence of the escrowed securities.  The securities held in 
escrow as at December 31, 2006 will be released from escrow as follows: one-third of the escrowed securities will be 
released from escrow on January 9, 2006; one-third of the escrowed securities will be released from escrow on July 10, 
2006; and the remaining escrowed securities will be released from escrow on July 5, 2007. 

MARKET FOR COMMON SHARES 

The common shares of Ember are listed and posted for trading on the TSX under the symbol "EBR". The 
following table sets forth the reported market price ranges and the trading volumes for the Common 
Shares for the periods indicated, as reported by the TSX. 

 Price Range ($)  

Period High Low Trading Volume 
January 2006 8.35 7.40  5,347,938 
February 2006 8.10 6.15  5,653,565 
March 2006 6.40 5.60  5,331,920 
April 2006 7.34 5.95  1,364,776 
May 2006 7.50 4.50  1,595,631 
June 2006 5.50 2.95  7,535,499 
July 2006 4.29 3.20  561,895 
August 2006 4.10 3.85  1,627,309 
September 2006 4.00 2.50  3,429,286 
October 2006 3.40 2.49  1,755,373 
November 2006 3.30 2.74  959,053 
December 2006 3.30 2.35  1,240,659 
January 2007 2.80 2.38  1,042,515 
February 2007 2.99 2.60  718,000 
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 Price Range ($)  

Period High Low Trading Volume 
March 1 to 29, 2007 2.96 2.43  1,297,280 

AUDIT COMMITTEE 

Composition of the Audit Committee and Charter 

The Audit Committee of the Board of Directors of the Corporation operates under a written charter that 
sets out its responsibilities and composition requirements.  A copy of the charter is attached to this AIF as 
Appendix "C".  The members of the Audit Committee are Dennis Balderston (Chairman), F. Fox Benton 
III and J.W. Peltier, all of whom are considered to be "financially literate".  In considering criteria for the 
determination of financial literacy, the Board of Directors of the Corporation looks at the ability to read 
and understand financial statements of a publicly traded corporation. The following sets out the education 
and experience of each director relevant to the performance of his duties as a member of the Audit 
Committee.  

Mr. Balderston is a Chartered Accountant and a retired partner with Ernst & Young LLP, a firm of 
Chartered Accountants, and his expertise is particularly important in his capacity as Chairman of the 
Audit Committee. 

Mr. Peltier has been President of Ipperwash Resources Ltd., a company engaged in oil and gas 
exploration and production, investments, consulting and management services and portfolio investments. 

Mr. Benton was the Chief Financial Officer of Ultra Petroleum Corp. and has over 16 years experience in 
the oil and gas industry. 

Auditors' Fees 

Ernst & Young LLP has served as Ember's auditors since incorporation. Fees paid to Ernst & Young LLP 
for the year ended December 31, 2006 are detailed below: 

 For the year ended 
December 31, 2006 

For the year ended 
December 31, 2005 

Audit  $57,000  $46,000 
Audit related  45,000  $3,500 
Tax  9,000  -- 
Other  7,000  -- 
Total   $118,000  $49,500 

Audit fees were paid for professional services rendered by the auditors for the audit of the Corporation's 
annual financial statements and the review of interim financial statements. Audit related fees pertain to 
services rendered in connection with a private placement. All permissible categories of non-audit services 
to be provided by the external auditor must be pre-approved by the Audit Committee subject to certain 
statutory exceptions. 

CONFLICTS OF INTEREST 

Circumstances may arise where members of the board of directors of Ember are directors or officers of 
corporations which are in competition to the interests of Ember.  No assurances can be given that 
opportunities identified by such board members will be provided to Ember.  Pursuant to the ABCA, 
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directors who have an interest in a proposed transaction upon which the board of directors is voting are 
required to disclose their interests and refrain from voting on the transaction. 

RISK FACTORS 

An investment in Ember should be considered speculative due to the nature of Ember's activities and the 
present stage of its development. Investors should carefully consider the following risk factors: 

Industry and Environmental Matters 

The petroleum industry is competitive in all its phases.  Ember will compete with numerous other 
participants in the search for and the acquisition of natural gas properties and in the marketing of natural 
gas.  Its competitors will include companies which have greater financial resources, staff and facilities 
than those of Ember. Ember's ability to increase reserves in the future will depend not only on its ability 
to develop its present properties, but also on its ability to select and acquire suitable producing properties 
or prospects for exploratory drilling.   

The marketability of natural gas acquired or discovered will be affected by numerous factors beyond the 
control of Ember.  These factors include reservoir characteristics, market fluctuations, the proximity and 
capacity of natural gas pipelines and processing equipment and government regulation.  Natural gas 
operations (exploration, production, pricing, marketing and transportation) are subject to extensive 
controls and regulations imposed by various levels of government which may be amended from time to 
time.  Ember's natural gas operations may also be subject to compliance with federal, provincial and local 
laws and regulations controlling the discharge of materials into the environment or otherwise relating to 
the protection of the environment.   

Coal Bed Methane Operations  

CBM operations in Western Canada are in the early stages of development.  As a result, many factors 
affecting the economics and success of CBM operations are unknown or not fully known at this time.  

Ember has a number of demonstration projects that  have been designed to provide the Company with 
information regarding well productivity, reserve recovery factors and reservoir characteristics.  This 
information is required to advance the project areas to commercial development. 

Ember's business is subject to all of the operating risks associated with drilling for and producing natural 
gas, including fires, explosions, blow-outs and surface cratering, uncontrollable flows of underground 
natural gas, formation water, natural disasters, pipe or cement failures, casing collapses, embedded 
oilfield drilling and service tools, abnormally pressured formations and environmental hazards, such as 
natural gas leaks, pipeline ruptures and discharges of toxic gases. 

In addition, the exploration for, and production of CBM differs from conventional oil and gas and can 
pose additional operating risks.   

CBM can require higher capital commitments than similar depth conventional gas developments due to 
such factors as the type of drilling and completion techniques required, which can entail the complexity of 
development of multiple coal steams. In some instances, more wells per section are required to effectively 
develop the resource in place. Lower wellhead pressures are typical with CBM production which can 
require additional compression or larger flow lines. 

CBM also requires a longer timeframe for testing and development. Coalbed methane often comes with 
water. In a sandstone or limestone reservoir, the gas molecules are between the rock particles. With CBM, 
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the gas molecules are stuck to the coal or adsorbed, and the spaces between the coal, referred to as the 
"cleats", must be drained of water before gas will come out of the coal. The length of this dewatering 
process is different in each instance, but CBM wells in the United States have, in some instances, taken 
over a year before CBM production begins.  Ember’s operations may require long lead times before peak 
production is reached, and the sustainability of production is subject to greater uncertainty than with 
conventional gas.  

Water production from CBM firstly requires adequate disposal into government approved formations. 
The large volumes produced potentially create such operational concerns as freezing, scale formation, or 
backpressure caused by inefficient pumping.  

As CBM is relatively new in Canada, there is additional regulatory complexity. This includes uncertainty 
or limitations to development from outstanding CBM ownership questions regarding freehold lands. With 
the recent introduction of CBM development in Canada, operators drilling or producing CBM wells are 
subject to public scrutiny. Any problems experienced by other operators might adversely impact Ember, 
through additional regulations or greater difficulty in acquiring leases, permits or regulatory approvals. 

In addition Ember could incur substantial losses as a result of loss of life, severe damage to and 
destruction of property, natural resources and equipment, pollution and other environmental damage, 
clean-up responsibilities, regulatory investigation and penalties, suspension of the Company's operations 
and repairs to resume operations.  

Long Lead Production Times 

CBM often comes with water.  In a sandstone or limestone reservoir, the gas molecules are between the 
rock particles.  In coalbed, the gas molecules are stuck to the coal or adsorbed, and the spaces between the 
coal, referred to as the "cleats", must be drained of water before gas will come out of the coal.  The length 
of this dewatering process is different in each instance, but coalbed methane wells in the United States 
have in some instances taken over a year before coalbed methane production begins.  Ember may have to 
put up with long lead times before seeing any cash flow from a well. 

Volatility of Gas Prices and Markets 

Natural gas prices are unstable and are subject to fluctuation.  Any material decline in prices could result 
in a reduction of Ember's net production revenue.  The economics of producing from some wells may 
change as a result of lower prices, which could result in a reduction in the volumes of Ember's reserves.  
Ember might also elect not to produce from certain wells at lower prices.  All of these factors could result 
in a material decrease in Ember's net production revenue causing a reduction in its acquisition and 
development activities.  In addition, bank borrowings available to Ember will in part be determined by the 
Corporation's borrowing base.  A sustained material decline in prices from historical average prices could 
further reduce such borrowing base, therefore reducing the bank credit available and could require that a 
portion of its bank debt be repaid. 

From time to time Ember may enter into agreements to receive fixed prices on its natural gas production 
to offset the risk of revenue losses if commodity prices decline; however, if commodity prices increase 
beyond the levels set in such agreements, Ember will not benefit from such increases. 

Price Volatility of Publicly Traded Securities 

In recent years, the securities markets in Canada and the United States have experienced a high level of 
price and volume volatility, and the market price of securities of many companies, particularly those 
considered to be development stage companies, have experienced wide fluctuations in price which have 
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not necessarily been related to the operating performance, underlying asset values or prospects of such 
companies. There can be no assurance that continual fluctuations in price will not occur. It is likely that 
the market price for the Common Shares will be subject to market trends generally, notwithstanding the 
financial and operational performance of the respective companies. 

Operational Risks 

Natural gas exploration operations are subject to all the risks and hazards typically associated with such 
operations, including hazards such as fire, explosion, blowouts and cratering, each of which could result 
in substantial damage to wells, producing facilities, other property and the environment or in personal 
injury.  In accordance with industry practice, Ember will not be fully insured against all of these risks, nor 
are all such risks insurable.  Although Ember will maintain liability insurance in an amount which it 
considers adequate, the nature of these risks is such that liabilities could exceed policy limits, in which 
event Ember could incur significant costs that could have a materially adverse effect upon its financial 
condition.  Natural gas production operations are also subject to all the risks typically associated with 
such operations, including premature decline of reservoirs and the invasion of water into producing 
formations. 

Natural gas exploration and development activities are dependent on the availability of drilling and 
related equipment in the particular areas where such activities will be conducted.  Demand for such 
limited equipment or access restrictions may affect the availability of such equipment to Ember and may 
delay exploration and development activities.  To the extent Ember is not the operator of its properties, 
the Corporation will be dependent on such operators for the timing of activities related to such properties 
and will be largely unable to direct or control the activities of the operators.  In addition, the success of 
Ember will be largely dependent upon the performance of its management and key employees.  Ember 
does not have any key man insurance policies and, therefore, there is a risk that the death or departure of 
any member of management or any key employee could have a material adverse affect on the company. 

Technology Risk 

Ember will rely on information technology to manage its day to day operations and perform reporting 
obligations including the preparation of financial statements, reporting to joint partners, and various 
governments in relation to payment of royalties and taxes. 

Permits and Licenses 

The operations of Ember may require licenses and permits from various governmental authorities. There 
can be no assurance that Ember will be able to obtain all necessary licenses and permits that may be 
required to carry out exploration and development at its projects. 

Foreign Currency Exposure 

From time to time Ember may enter into agreements to fix the exchange rate of Canadian to United States 
dollars in order to offset the risk of revenue losses if the Canadian dollar increases in value compared to 
the United States dollar or the risk of increased repayments on United States dollar denominated debt if 
the Canadian dollar declines in value compared to the United States dollar; however, if the Canadian 
dollar declines in value compared to the United States dollar, it will not benefit from the fluctuating 
exchange rate. 
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Title to Properties 

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

Reserve Estimates 

There are numerous uncertainties inherent in estimating quantities of reserves and cash flows to be 
derived therefrom, including many factors beyond the control of Ember.  The reserve and cash flow 
information set forth herein represent estimates only.  These evaluations include a number of assumptions 
relating to factors such as initial production rates, production decline rates, ultimate recovery of reserves, 
timing and amount of capital expenditures, marketability of production, future prices of oil and natural 
gas, operating costs and royalties and other government levies that may be imposed over the producing 
life of the reserves.  These assumptions were based on price forecasts in use at the date the relevant 
evaluations were prepared and many of these assumptions and subject to change and are beyond the 
control of Ember.  Actual production and cash flows derived therefrom will vary from these evaluations, 
and such variations could be material.  These evaluations are based in part on the assumed success of 
exploitation activities intended to be undertaken in future years.  The reserves and estimated cash flows to 
be derived therefrom contained in such evaluations will be reduced to the extent that such exploitation 
activities do not achieve the level of success assumed in the evaluations. 

Reserve Replacement 

Ember's future natural gas reserves, production, and cash flows to be derived therefrom are highly 
dependent on successfully acquiring or discovering new reserves. Without the continual addition of new 
reserves, any existing reserves Ember may have at any particular time and the production therefrom will 
decline over time as such existing reserves are exploited. A future increase in reserves will depend not 
only on Ember's ability to develop any properties it may have from time to time, but also on its ability to 
select and acquire suitable producing properties or prospects. There can be no assurance that Ember's 
future exploration and development efforts will result in the discovery and development of additional 
commercial accumulations of natural gas. 

Substantial Capital Requirements 

Ember may have to make substantial capital expenditures for the acquisition, exploration, development 
and production of natural gas reserves in the future.  If revenues or reserves decline, Ember may have 
limited ability to expend the capital necessary to undertake or complete future drilling programs.  There 
can be no assurance that debt or equity financing or cash generated by operations will be available or 
sufficient to meet these requirements or for other corporate purposes or, if debt or equity financing is 
available, that it will be on terms acceptable to the company.  Moreover, future activities may require 
Ember to alter its capitalization significantly. The inability of the company to access sufficient capital for 
its operations could have a material adverse effect on its financial condition, results of operations or 
prospects. 

Issuance of Debt 

From time to time Ember may enter into transactions to acquire assets or shares of other corporations.  
These transactions may be financed partially or wholly through debt, which may increase debt levels 
above industry standards.  Ember may also incur debt for general corporate purposes.  Ember's articles 
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and by-laws do not limit the amount of indebtedness it may incur.  The level of Ember's indebtedness 
from time to time could impair its ability to obtain additional financing in the future on a timely basis to 
take advantage of business opportunities that may arise.   

Environmental Regulation 

Canada is a signatory to the United Nations Framework Convention on Climate Change and has ratified 
the Kyoto Protocol established thereunder to set legally binding targets to reduce nation-wide emissions 
of carbon dioxide, methane, nitrous oxide and other greenhouse gases, or GHGs. On October 19, 2006, 
the Canadian Federal Government introduced into Parliament the Clean Air Act (Bill C-30) and released 
its accompanying Notice of Intent to Develop and Implement Regulations and Other Measures to Reduce 
Air Emissions, or the Notice. The Bill and the Notice are intended to reflect the Government’s "made in 
Canada" approach to Canada’s Kyoto Protocol obligations and reduce criteria air pollutants and GHG 
emissions in Canada. Bill C-30 does not expressly include emission reduction targets for industrial 
sectors. However, the Notice provides for sector emission intensity based targets for GHGs to come into 
effect by the end of 2010 and long term GHG emission reduction targets from 2003 levels by 2050. The 
National Round Table on the Environment and Economy is charged with advising the Government on 
these targets. Future emission reduction targets and emission intensity targets, together with provincial 
emission reduction requirements contemplated in Alberta’s Climate Change and Emissions Management 
Act, or emission reduction requirements in future regulatory approvals, may require the reduction of 
emissions or emissions intensity from Ember's operations and facilities. The reductions may not be 
technically or economically feasible for Ember and the failure to meet such emission reduction 
requirements may materially adversely affect the Ember's business and result in fines, penalties and the 
suspension of operations. As well, equipment from suppliers which can meet future emission standards 
may not be available on an economic basis and other methods of reducing emissions or emission intensity 
to required levels in the future may significantly increase operating costs or reduce output. There is a risk 
that the federal and/or provincial governments could pass legislation which would tax such emissions or 
require, directly or indirectly, reductions in such emissions or emission intensity produced by energy 
industry participants for which Ember may be unable to mitigate. Mitigation of the risk of future 
legislative or regulatory limits on the emission of GHGs may include the acquisition of emission 
reduction or off-set credits from third parties. However, emission reduction or off set-credits may not be 
available for acquisition by Ember or may not be available on an economic basis and may not be 
recognized or qualify under future legislative or regulatory regimes as mitigation for the emission of 
GHGs by Ember. 

Abandonment and Reclamation Costs 

Ember will be responsible for compliance with terms and conditions of environmental and regulatory 
approvals and all laws and regulations regarding abandonment and reclamation in respect of its 
properties, which abandonment and reclamation costs may be substantial.  A breach of such legislation or 
regulations may result in the imposition of fines and penalties, including an order for cessation of 
operations at the site until satisfactory remedies are made. 

Aboriginal Claims 

Aboriginal peoples have claimed aboriginal title and rights to resources and various properties in western 
Canada.  Such claims, in relation to any of Ember's lands, if successful, could have an adverse effect on 
its operations. 
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Corporate Matters 

To date, Ember has not paid any dividends on its outstanding common shares.  Certain of the directors 
and officers of Ember are also directors and officers of other oil and gas companies involved in natural 
resource exploration and development, and conflicts of interest may arise between their duties as officers 
and directors of Ember, as the case may be, and as officers and directors of such other companies.  

Possible Failure to Realize Anticipated Benefits of Acquisitions 

Ember may complete acquisitions to strengthen its position in the natural gas industry and to create the 
opportunity to realize certain benefits including, among other things, potential cost savings.  Achieving 
the benefits of any future acquisitions depends, in part, on successfully consolidating functions and 
integrating operations, procedures and personnel in a timely and efficient manner, as well as Ember's 
ability to realize the anticipated growth opportunities and synergies from combining the acquired 
businesses and operations with its own.  The integration of acquired businesses requires the dedication of 
substantial management effort, time and resources which may divert management's focus and resources 
from other strategic opportunities and from operational matters during this process. The integration 
process may result in the loss of key employees and the disruption of ongoing business, customer and 
employee relationships that may adversely affect Ember's ability to achieve the anticipated benefits of 
these and future acquisitions. 

INDUSTRY CONDITIONS 

The oil and natural gas industry is subject to extensive controls and regulations governing its operations 
(including land tenure, exploration, development, production, refining, transportation and marketing) 
imposed by legislation enacted by various levels of government and with respect to pricing and taxation 
of oil and natural gas by agreements among the governments of Canada, Alberta, British Columbia and 
Saskatchewan, all of which should be carefully considered by investors in the oil and gas industry.  It is 
not expected that any of these controls or regulations will affect the operations of Ember in a manner 
materially different than they would affect other oil and gas issuers of similar size.  All current legislation 
is a matter of public record and Ember is unable to predict what additional legislation or amendments may 
be enacted.  Outlined below are some of the principal aspects of legislation, regulations and agreements 
governing the oil and gas industry. 

Canadian Government Regulation 

The oil and natural gas industry is subject to extensive controls and regulations imposed by various levels 
of government.  It is not expected that any of these controls or regulations will affect the operations of 
Ember in a manner materially different than they would affect other oil and gas companies of similar size. 

Pricing and Marketing - Oil, Natural Gas and Associated Products 

In the provinces of Alberta, British Columbia and Saskatchewan oil, natural gas and associated products 
are generally sold at market index based prices. These indices are generated at various sales points 
depending on the commodity and are reflective of the current value of the commodity adjusted for quality 
and locational differentials. While these indices tend to track industry reference prices (ie. price of West 
Texas Intermediate crude oil at Cushing, Oklahoma or price of natural gas at Henry Hub, Louisiana), 
some variances can occur due to specific supply-demand imbalances. These differentials can change on a 
monthly or daily basis depending on the supply-demand fundamental at each location as well as other 
non-related changes such as the value of the Canadian dollar and the cost of transporting the commodity 
to the pricing point of the particular index. 
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The North American Free Trade Agreement 

The North American Free Trade Agreement ("NAFTA") among the governments of Canada, United 
States of America and Mexico became effective on January 1, 1994. NAFTA carries forward most of the 
material energy terms that are contained in the Canada and United States Free Trade Agreement.  Canada 
continues to remain free to determine whether exports of energy resources to the United States or Mexico 
will be allowed, provided that any export restrictions do not: (i) reduce the proportion of energy resources 
exported relative to domestic use (based upon the proportion prevailing in the most recent 36 month 
period); (ii) impose an export price higher than the domestic price; or (iii) disrupt normal channels of 
supply. All three countries are prohibited from imposing minimum export or import price requirements. 

NAFTA contemplates the reduction of Mexican restrictive trade practices in the energy sector and 
prohibits discriminatory border restrictions and export taxes. The agreement also contemplates clearer 
disciplines on regulators to ensure fair implementation of any regulatory changes and to minimize 
disruption of contractual arrangements, which is important for Canadian natural gas exports. 

Provincial Royalties and Incentives 

In addition to federal regulation, each province has legislation and regulations which govern land tenure, 
royalties, production rates, environmental protection and other matters. The royalty regime is a significant 
factor in the profitability of crude oil, natural gas liquids, sulphur and natural gas production. Royalties 
payable on production from lands other than Crown lands are determined by negotiations between the 
mineral owner and the lessee, although production from such lands is subject to certain provincial taxes 
and royalties. Crown royalties are determined by governmental regulation and are generally calculated as 
a percentage of the value of the gross production. The rate of royalties payable generally depends in part 
on prescribed reference prices, well productivity, geographical location, field discovery date and the type 
or quality of the petroleum product produced. 

From time to time the governments of the western Canadian provinces create incentive programs for 
exploration and development. Such programs often provide for royalty rate reductions, royalty holidays 
and tax credits, and are generally introduced when commodity prices are low. The programs are designed 
to encourage exploration and development activity by improving earnings and cash flow within the 
industry. 

In the Province of Alberta, a producer of oil or natural gas is entitled to a credit against the royalties 
payable to the Crown by virtue of the Alberta royalty tax credit ("ARTC") program. The ARTC rate is 
based on a price sensitive formula and the ARTC rate varies between 75% at prices at and below $100 per 
m3 and 25% at prices at and above $210 per m3. The ARTC rate is applied to a maximum of $2,000,000 
of Alberta Crown royalties payable for each producer or associated group of producers. Crown royalties 
on production from producing properties acquired from a corporation claiming maximum entitlement to 
ARTC will generally not be eligible for ARTC. The rate will be established quarterly based on the 
average "par price", as determined by the Alberta Department of Energy for the previous quarterly period.  
The Government of Alberta has announced that it intends to terminate the ARTC program effective 
January 1, 2007.  Although the legislative amendments required to formally terminate the ARTC program 
have not yet been adopted, it is expected that the ARTC program will be retroactively terminated as of 
January 1, 2007. 

Crude oil and natural gas royalty programs for specific wells and royalty reductions will reduce the 
amount of Crown royalties paid by Ember to the provincial governments. In general, the ARTC program 
provides a rebate on Alberta Crown royalties paid in respect of eligible producing properties. 
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Land Tenure 

Crude oil and natural gas located in Western Canada is owned predominantly by the respective provincial 
governments. Provincial governments grant rights to explore for and produce oil and natural gas pursuant 
to leases, licenses and permits for varying terms from two years and on conditions set forth in provincial, 
legislation including requirements to perform specific work or make payments. Oil and natural gas 
located in such provinces can also be privately owned and rights to explore for and produce such oil and 
natural gas on freehold lands are granted by lease on such terms and conditions as may be negotiated. 

Environmental Regulation 

The oil and natural gas industry is subject to environmental regulation pursuant to a variety of 
international conventions and Canadian federal, provincial and municipal laws, regulations, and 
guidelines. Such regulation provides for restrictions and prohibitions on the release or emissions of 
various substances produced in association with certain oil and gas industry operations. In addition, such 
regulation requires that well and facility sites be abandoned and reclaimed to the satisfaction of provincial 
authorities. Compliance with such regulation can require significant expenditures and a breach of such 
requirements may result in suspension or revocation of necessary licenses and authorizations, civil 
liability for pollution damage and the imposition of material fines and penalties. 

Environmental legislation in the Province of Alberta has been consolidated into the AEPEA, which came 
into force on September 1, 1993. The AEPEA imposes stricter environmental standards, requires more 
stringent compliance, reporting and monitoring obligations and significantly increases penalties. Ember is 
committed to meeting its responsibilities to protect the environment wherever it operates and anticipates 
making increased expenditures of both a capital and an expense nature as a result of the increasingly 
stringent laws relating to the protection of the environment and will be taking such steps as required to 
ensure compliance with the AEPEA and similar legislation in other jurisdictions in which it operates. 
Ember believes that it is reasonably likely that the trend towards stricter standards in environmental 
legislation and regulation will continue. 

Canada is a signatory to the United Nations Framework Convention on Climate Change. Canada has 
ratified the Kyoto Protocol established thereunder and the Kyoto Protocol has now come into effect. 
Annex B parties to the Kyoto Protocol, including Canada, are required to establish legally binding targets 
to reduce nation-wide emissions of carbon dioxide, methane, nitrous oxide and other so-called 
"greenhouse gases".  Ember's exploration and production facilities and other operations and activities will 
emit a small amount of greenhouse gasses which may subject Ember to legislation in Canada regulating 
emissions of greenhouse gases. The Government of Canada has put forward a Climate Change Plan for 
Canada which suggests further legislation to set greenhouse gases emissions reduction requirements for 
various industrial activities, including oil and gas exploration and production. Future Canadian federal 
legislation, together with provincial emission reduction requirements, such as those proposed in the 
Climate Change and Emissions Management Act (Alberta), may require the reduction of emissions or 
emissions intensity from Ember's operations and facilities. The direct and indirect costs of complying 
with these emissions regulations may adversely affect the business of Ember.  See "Risk Factors - 
Environmental Regulation". 

LEGAL PROCEEDINGS 

There are currently no outstanding legal proceedings in which Ember is involved that are outside the 
ordinary course of business or that Ember would anticipate would result in a material adverse impact to 
Ember, its financial condition or its results of operations. 
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INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

No director, officer or principal shareholder of Ember, nor any affiliate or associate of such a person, has 
or has had any material interest in any transaction or any proposed transaction which materially affects 
Ember since its incorporation.  

AUDITORS, TRANSFER AGENT AND REGISTRAR 

The auditors of the Corporation are Ernst & Young LLP, Chartered Accountants, Suite 1000, 440 – 2nd 
Avenue S.W., Calgary, Alberta, T2P 5E9. 

The transfer agent and registrar for Common Shares is Olympia Trust Company at its office in Calgary, 
Alberta and of its agent in Toronto, Ontario. 

INTERESTS OF EXPERTS 

Reserve estimates contained in this Annual Information Form have been prepared by Sproule Associates 
Limited.  As at December 31, 2006, the effective date of those estimates, and as at the date of this Annual 
Information Form, the principals, directors, officers and associates of Sproule Associates Limited, as a 
group, owned, directly or indirectly, less than 1% of the outstanding Common Shares.   

The auditors of the Corporation, Ernst & Young LLP, are independent with respect to the Corporation, in 
accordance with the Rules of Professional Conduct of the Institute of Chartered Accountants of Alberta. 

ADDITIONAL INFORMATION 

Additional information, including information as to directors' and officers' remuneration and 
indebtedness, principal holders of the Corporation's securities and securities authorized for issuance under 
equity compensation plans, if applicable, is contained in the Proxy Statement and Information Circular of 
the Corporation prepared in connection with the most recent annual meeting of shareholders of the 
Corporation that involved the election of directors.  Additional financial information is provided in the 
Corporation's financial statements and management discussion and analysis for the year ended December 
31, 2006, which are contained in the Annual Report of the Corporation for the year ended December 31, 
2006. 

Copies of this Annual Information Form, the Corporation's Annual Report, any interim financial 
statements of the Corporation subsequent to those statements contained in the Annual Report, the 
Corporation's Proxy Statement and Information Circular and other additional information relating to the 
Corporation are available on SEDAR at www.sedar.com. 



 

 

APPENDIX "A" 

REPORT ON RESERVES DATA BY 
INDEPENDENT QUALIFIED RESERVES EVALUATOR OR AUDITOR 

Terms to which a meaning is ascribed in National Instrument 51-101 have the same meaning herein. 

To the board of directors of Ember Resources Inc. (the "Company"): 

1. We have evaluated the Company's reserves data as at December 31, 2006.  The reserves data 
consists of the following: 

(a) (i) proved and proved plus probable oil and gas reserves estimated as at 
December 31, 2006 using forecast prices and costs; and 

(ii) the related estimated future net revenue; and 

(b) (i) proved oil and gas reserve quantities were estimated as at December 31, 2006 
using constant prices and costs; and 

(ii) the related estimated future net revenue. 

2. The Reserves Data are the responsibility of the Company's management.  Our responsibility is to 
express an opinion on the Reserves Data based on our evaluation. 

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

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

4. The following table sets forth the estimated future net revenue attributed to proved plus probable 
reserves, estimated using forecast prices and costs on a before tax basis and calculated using a 
discount rate of 10%, included in the reserves data of the Company evaluated by us as of 
December 31, 2006, and identifies the respective portions thereof that we have audited, evaluated 
and reviewed and reported on to the Company's management and board of directors.  
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Net Present Value of Future Net Revenue  

(10% discount rate) 
Independent 

Qualified 
Reserves 

Evaluator or 
Auditor 

Description and 
Preparation Date 

of Evaluation 
Report 

Location of 
Reserves 
(Country) 

Audited 
(MM$) 

Evaluated 
(MM$) 

Reviewed 
(MM$) 

Total 
(MM$) 

Sproule Evaluation of the 
P&NG Reserves of 
Ember Resources, 
as of December 31, 
2006, prepared 
January to February 
2007 

Canada     

Total   0 69.8 0 69.8 

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

6. We have no responsibility to update the report referred to in paragraph 4 for events and 
circumstances occurring after its preparation date. 

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

Executed as to our report referred to above. 

SPROULE ASSOCIATES LIMITED 

Calgary, Alberta 

March 29, 2007 

  
 "signed"    

 R. Keith MacLeod, P. Eng. 
Executive Vice-President 

  

  

  
  

  

  
  

  



 

 

APPENDIX "B" 

REPORT ON RESERVES DATA BY MANAGEMENT 

Terms to which a meaning is ascribed in National Instrument 51-101 have the same meaning herein. 

Management of Ember Resources Inc. (the "Corporation") are responsible for the preparation and 
disclosure, or arranging for the preparation and disclosure of information with respect to the Corporation's 
oil and gas activities in accordance with securities regulatory requirements.  This information includes 
reserves data, which consist of the following: 

(a) (i) Proved and Proved plus probable oil and gas reserves estimated as at December 
31, 2006 using forecast prices and costs; and 

(ii) the related estimated future net revenue; and 

(b) (i) Proved oil and gas reserves estimated as at December 31, 2006 using constant 
prices and costs; and 

(ii) the related estimated future net revenue. 

An independent qualified reserves evaluator has evaluated and reviewed the Corporation's reserves data.  
The report of the independent qualified reserves evaluator is presented in Appendix "A" to the Annual 
Information Form of Ember Resources Inc. effective as at December 31, 2006. 

The Reserves Committee of the Board of Directors of the Corporation has: 

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

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

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

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

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

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

(c) the content and filing of this report. 
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Because the reserves data are based on judgements regarding future events, actual results will vary and 
the variations may be material. 

 

"Douglas A. Dafoe"    

Douglas A. Dafoe, Chairman and  
Chief Executive Officer 

 

"Terence S. Meek"    

Terence S. Meek, President and  
Chief Operating Officer 

 

"Colin D. Boyer"    

Colin D. Boyer, Director 

 

"J.W. Peltier"     

J.W. Peltier, Director 
 

Dated March 29, 2007 



 

 

APPENDIX "C" 

AUDIT COMMITTEE CHARTER 

EMBER RESOURCES INC. 

Policy Statement 

It is the policy of Ember Resources Inc. (the "Corporation") to establish and maintain an Audit 
Committee, composed entirely of independent directors, to assist the Board of Directors (the "Board") in 
carrying out their oversight responsibility for the Corporation’s audit process (internal and external), 
internal controls, financial reporting and risk management processes. The Audit Committee will be 
provided with resources commensurate with the duties and responsibilities assigned to it by the Board 
including administrative support.  If determined necessary by the Audit Committee, it will have the 
discretion to institute investigations of improprieties, or suspected improprieties within the scope of its 
responsibilities, including the standing authority to retain special counsel or experts. 

Composition of the Committee 

1. The Audit Committee shall consist of at least three directors. The Board shall appoint the 
members of the Audit Committee and may seek the advice and assistance of the Compensation 
Committee in identifying qualified candidates. The Board shall appoint one member of the Audit 
Committee to be the Chair of the Audit Committee. 

2. Each director appointed to the Audit Committee by the Board must be independent. A director is 
independent if the director has no direct or indirect material relationship with the Corporation.  A 
material relationship means a relationship which could, in the view of the Board, reasonably 
interfere with the exercise of the director's independent judgment. In determining whether a 
director is independent of management, the Board shall make reference to the then current 
legislation, rules, policies and instruments of applicable regulatory authorities. 

3. Each member of the Audit Committee shall be "financially literate". In order to be financially 
literate, a director must be, at a minimum, able to read and understand financial statements that 
present a breadth and complexity of accounting issues generally comparable to the breadth and 
complexity of issues expected to be raised by the Corporation's financial statements. 

4. A director appointed by the Board to the Audit Committee shall be a member of the Audit 
Committee until replaced by the Board or until his or her resignation. 

Meetings of the Committee 

1. The Audit Committee shall convene a minimum of four times each year at such times and places 
as may be designated by the Chair of the Audit Committee and whenever a meeting is requested 
by the Board, a member of the Audit Committee, the auditors, or a senior officer of the 
Corporation. Meetings of the Audit Committee shall correspond with the review of the quarterly 
financial statements.  Such period reviews of the financial statements shall also include 
management’s discussion and analysis of the results of the Corporation in the respective period 
and any related disclosure material such as press releases, business acquisition reports, required 
certificates from management regarding accuracy and completeness of disclosure of financial 
information and internal financial control systems and any applicable report of the external 
auditor on such certificates. 
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2. Notice of each meeting of the Audit Committee shall be given to each member of the Audit 
Committee and to the auditors, who shall be entitled to attend each meeting of the Audit 
Committee and shall attend whenever requested to do so by a member of the Audit Committee. 

3. The agenda for meetings of the Audit Committee shall be approved in advance by the Chair of 
the Audit Committee.  Notice of a meeting of the Audit Committee shall: 

(a) be in writing; 

(b) state the nature of the business to be transacted at the meeting in reasonable detail; 

(c) to the extent practicable, be accompanied by copies of documentation to be considered at 
the meeting; and 

(d) be given at least two business days prior to the time stipulated for the meeting or such 
shorter period as the members of the Audit Committee may permit. 

4. A quorum for the transaction of business at a meeting of the Audit Committee shall consist of a 
majority of the members of the Audit Committee. However, it shall be the practice of the Audit 
Committee to require review, and, if necessary, approval of certain important matters by all 
members of the Audit Committee. 

5. A member or members of the Audit Committee may participate in a meeting of the Audit 
Committee by means of such telephonic, electronic or other communication facilities, as permits 
all persons participating in the meeting to communicate adequately with each other. A member 
participating in such a meeting by any such means is deemed to be present at the meeting. 

6. In the absence of the Chair of the Audit Committee, the members of the Audit Committee shall 
choose one of the members present to be Chair of the meeting. In addition, the members of the 
Audit Committee shall choose one of the persons present to be the Secretary of the meeting. 

7. The Chairman of the Board, senior management of the Corporation and other parties may be 
invited to attend meetings of the Audit Committee; however the Audit Committee (i) shall meet 
with the external auditors independent of management as necessary, in the sole discretion of the 
Committee, but in any event, not less than quarterly; and (ii) should meet separately with 
management; and (iii) may meet separately as a committee. 

8. Minutes shall be kept of all meetings of the Audit Committee and shall be signed by the Chair 
and the Secretary of the meeting and shall be available to all members of the Audit Committee. 

Duties and Responsibilities of the Committee 

1. The Audit Committee’s primary duties and responsibilities are to: 

(a) review with management the identification and monitoring by management of the 
principal risks that could impact the financial reporting of the Corporation; 

(b) monitor the integrity of the Corporation’s financial reporting process and system of 
internal controls regarding financial reporting and accounting compliance;  
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(c) monitor the independence and performance of the Corporation’s external auditors.  The 
Corporation’s external auditors are ultimately accountable to the Audit Committee and 
the Board and the external auditors shall report directly to the Audit Committee; 

(d) deal directly with the external auditors to approve external audit plans, other (non-audit) 
services (if any) and fees; 

(e) directly oversee the external audit process and results and resolve any disagreements 
between management and the external auditor regarding financial reporting; 

(f) provide an avenue of communication among the external auditors, management and the 
Board; and 

(g) ensure that an effective "whistle blowing" procedure exists to permit stakeholders to 
express any concerns regarding accounting or financial matters to an appropriately 
independent individual.  

2. The Audit Committee shall have the authority to: 

(a) inspect any and all of the books and records of the Corporation, its subsidiaries and 
affiliates; 

(b) discuss with the management and senior staff of the Corporation, its subsidiaries and 
affiliates, any affected party and the external auditors, such accounts, records and other 
matters as any member of the Audit Committee considers necessary and appropriate; 

(c) engage independent counsel and other advisors as it determines necessary to carry out its 
duties and approve the engagement letter for audit services to be provided by the external 
auditors or affiliates, together with estimated fees; and 

(d) to set and pay the compensation for any advisors employed by the Audit Committee. 

3. The Audit Committee shall, at the earliest opportunity after each meeting, report to the Board the 
results of its activities and any reviews undertaken and make recommendations to the Board as 
deemed appropriate. 

4. The Audit Committee shall: 

(a) evaluate the independence and performance of the external auditors and annually 
recommend to the Board the appointment of the external auditor and the compensation of 
the external auditors; 

(b) consider the recommendations of management in respect of the appointment of the 
external auditors; 

(c) review the audit plan with the Corporation's external auditors and with management; 

(d) discuss with management and the external auditors any proposed changes in major 
accounting policies or principles, the presentation and impact of significant risks and 
uncertainties and key estimates and judgments of management that may be material to 
financial reporting; 



C-4 

 

(e) review with management and with the external auditors significant financial reporting 
issues arising during the most recent fiscal period and the resolution or proposed 
resolution of such issues; 

(f) review and resolve any problems experienced or concerns expressed by the external 
auditors in performing an audit, including any restrictions imposed by management or 
significant accounting issues on which there was a disagreement with management; 

(g) review with senior management the process of identifying, monitoring and reporting the 
principal risks affecting financial reporting; 

(h) consider and review with management, the internal control memorandum or management 
letter containing the recommendations of the external auditors and management’s 
response, if any, including an evaluation of the adequacy and effectiveness of the internal 
financial controls of the Corporation and subsequent follow-up to any identified 
weaknesses; 

(i) review, and if appropriate, recommend for approval by the Board, the audited annual 
financial statements, management discussion and analysis and related documents in 
conjunction with the report of the external auditors.  In conjunction with the review of the 
year end audited financial statements, or as circumstances require, the Audit Committee 
shall review the year end oil and gas reserves report of the Corporation, as prepared by 
the Corporation’s independent reserves evaluator; 

(j) review the quarterly unaudited financial statements, management’s discussion and 
analysis and related documents, including the quarterly review report as prepared by the 
external auditors and, if appropriate, recommend for approval by the Board, the quarterly 
unaudited financial statements, management’s discussion and analysis and related 
documents; 

(k) before release, review and, if appropriate, recommend for consideration and approval by 
the Board, all public disclosure documents containing audited or unaudited financial 
information, including annual and quarterly financial statements, management discussion 
and analysis,  annual reports, annual information forms and press releases;  

(l) oversee any of the financial affairs of the Corporation, its subsidiaries and affiliates, and, 
if deemed appropriate, make recommendations to the Board, external auditors or 
management; 

(m) pre-approve all non-audit services to be provided to the Corporation, its subsidiaries and 
affiliates by the external auditors; 

(n) approve the engagement letter for non-audit services to be provided by the external 
auditors or affiliates, together with estimated fees, and considering the potential impact of 
such services on the independence of the external auditors; 

(o) when there is to be a change of external auditors, review all issues and provide 
documentation related to the change, including the information to be included in the 
Change of Auditors Notice and documentation required pursuant to National Instrument 
51-102 (or any successor legislation) and the planned steps for an orderly transition 
period; 
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(p) review all reportable events, including disagreements, unresolved issues and 
consultations, as defined by applicable securities laws, on a routine basis, whether or not 
there is to be a change of external auditors; 

(q) review with management at least annually, the financing strategy and plans of the 
Corporation; and 

(r) receive reports and certificates from management with respect to compliance with 
financial, regulatory, taxation and continuous disclosure requirements. 

5. The Audit Committee shall review the amount and terms of any insurance to be obtained or 
maintained by the Corporation with respect to risks inherent in its operations and potential 
liabilities incurred by the directors or officers in the discharge of their duties and responsibilities. 

6. The Audit Committee shall approve the appointments of the Chief Financial Officer and any key 
financial managers who are involved in the financial reporting process. 

7. The Audit Committee shall enquire into and determine the appropriate resolution of any conflict 
of interest in respect of audit or financial matters, which are directed to the Audit Committee by 
any member of the Board, a securityholder of the Corporation, the external auditors, or senior 
management. 

8. The Audit Committee shall periodically review with management the need for an internal audit 
function. 

9. The Audit Committee shall review the Corporation's accounting and reporting of environmental 
costs, liabilities and contingencies. 

10. The Audit Committee shall establish and maintain procedures for: 

(a) the receipt, retention and treatment of complaints received by the Corporation regarding 
accounting controls, or auditing matters; and 

(b) the confidential, anonymous submission by employees of the Corporation of concerns 
regarding questionable accounting or auditing matters. 

11. The Audit Committee shall review and approve the Corporation’s hiring policies regarding 
employees and former employees of the present and former external auditors or auditing matters. 

12. The Audit Committee shall review with the Corporation’s legal counsel as required but at least 
annually, any legal matter that could have a significant impact on the Corporation’s financial 
statements, and any enquiries received from regulators, or government agencies. 

13. In reference to the discharge of the duties of the Audit Committee members under this Charter, 
each member shall be obliged only to exercise the care, diligence and skill that a reasonably 
prudent person would exercise in comparable circumstances.  Nothing in this Charter is intended, 
or may be construed, to impose on any member of the Audit Committee a standard of care or 
diligence that is in any way more onerous or extensive than the standard to which all Board 
members are subject. 

14. The Audit Committee shall assess, on an annual basis, the adequacy of this Charter and the 
performance of the Audit Committee.  


