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LETTER OF CONFIRMATION !

March 29, 2006
To:  Alberta Securities Commission |
British Columbia Securities Commission
Saskatchewan Financial Services|Commission
Manitoba Securities Commission
Ontario Securities Commission
L'Autorite des marches financiers |
Office of the Administrator, New B unswick
Nova Scotia Securities Commtssmn
Securities Commission of Newfoundland and Labrador
TSX Exchange

Dear Sirs: I

Subject: Esprit Energy Trust

€omputershare

Exemption Number
82-3485¢

Sixth Floor

530 8t Avenue SW

Calgary, Alberta
T2P 358

Telephone 1-403-267-6800
Facsimile 1-403-267-6529

We confirm that the following materials were sent by pre-paid mail on March 29, 2006, to the registered holders of

Trust Units of the Trust:

A
|

Annual Report 2005

Proxy (to registered holders 0 1ly)
Voting Information Form {to NOBO holders only)
Proxy Return Envelope H

P wh =

Management Information CerJlar / Notice of Annual Meeting of Unitholders

We further confirm that copies of the above- n\wenhoned items 1, 2 and 4, were sent by courier on March 27, 2006 to

those non-objecting beneficial owners of Tru§t Units of the Trust.

We further confirm that copies of the above-mentioned materials, along with the Supplemental Mailing List Return
Card, were sent by courier on March 24, \2006 to those intermediaries holding Trust Units of the Trust who
responded directly to Computershare with respect to the search procedures in compliance with current securities

legislation requirements for delivery to beneﬂcual awners.

We are providing this confirmation to you in our capacity as agent for the Corporation.

\
Yours truly, ‘

COMPUTERSHARE TRUST COMPANY OF CANADA
“signed by" 1\
Julie Marsan

Mailing Professional
ClientServicesMailings@Computershare.com

cc: Esprit Energy Trust
Aftn: Greg Jerome i

Computershare
Trust Company
of Canada

Canada
Australia
Channel Islands
Hong Kong
Germany
Ireland

New Zealand
Philippines
South Africa
United Kinadom
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Esprit Energy Trust Announces Increased Exchangeable Share
Ratio

'1

\i
(All amounts are in Canadian d<\pllars unless stated otherwise)
CALGARY, April 3/CNW/ - Esprlt Energy Trust ("Esprit" or the "Trust") announced today that
effective April 17, 2006; the Excipange Ratio in respect of each Exchangeable Share of Esprit
Exploration Ltd. will be mcreased from 1.21016 to 1.22512. The increase in the Exchange Ratio is
calculated by multiplying the $0. WS per unit distribution by the previous Exchange Ratio and
dividing the product by the welghted average trading price of the Trust Units of the Trust for the
five days ending on the d|str|but|”on record date.
A holder of Esprit Exploration Ltd. Exchangeable Shares can exchange all or a portion of their
holdings, at any time, into Trust lUnlts by giving notice to their investment advisor or by
completing the reverse side of thelr share certificates and submitting them to Computershare
Trust Company of Canada at Suite 710, 538-8th Avenue S.W., Calgary, AB T2P 288, Attention:
Corporate Actions.

Esprit is a Calgary based naturaligas weighted income trust. Esprit's operations are primarily
concentrated in Alberta and are charactenzed by long life, gas focused assets. Trust units and
convertible debentures of Esprit are traded on the Toronto Stock Exchange (TSX) under the
symbois “EEE.UN" and “EEE. DB” respectively.

Certain information regarding Espnt Energy Trust including management's assessment of future
plans and operations, constntutesuforward looking information or statements under applicable
securities law and necessarily mvolve assumptions regarding factors and risks that could cause
actual results to vary materially, lpcludlng, without limitation, assumptions and risks associated
with oil and gas exploration, development exploitation, production, marketing and transportation,

loss of markets, volatility of comn%odﬂy prices, currency fluctuations, imprecision of reserve

estimates, environmental risks, cbmpetmon incorrect assessment of the value of acquisitions,
failure to realize the anticipated bhenehts of acquisitions and ability to access sufficient capital from
internal and external sources. The reader is cautioned that these factors and risks are difficult to
predict and that the assumptions used in the preparation of such information, aithough
considered reasonably accurate by Esprit at the time of preparation, may prove to be incorrect.
Accordingly, readers are cautlonend that the actual results achieved will vary from the information
provided herein and the varlatlons may be material. Readers are also cautioned that the
foregoing list of factors is not exhaustive. Additional information on these and other factors that
could affect Esprit's operations or\fmancnal results are included in Esprit's reports on file with
Canadian securities regulatory authormes In particular see Esprit's MD&A and the Risk Factors
and Industry Conditions sections of Esprit's Annual Information Form. Esprit's reports may be
accessed through the SEDAR websnte (www.sedar.com), at Esprit's website (www.eee.ca) or by
contacting Lisa Ciulka at Esprit Energy Trust. Consequently, there is no representation by Esprit
that actual results achieved will be the same in whole or in part as those set out in the forward
looking information. Furthermore, the forward- -looking statements contained in this news release
are made as of the date of this news reiease, and Esprit does not undertake any obligation to
update publicly or to revise any of|the included forward-looking statements, whether as a result of
new information, future events or JtherW|se The forward-looking statements contained herein are
expressly qualified by this caution ary statement.




\\]\ Exemption Numbet

I 82-34890 .
For further information please visit our web site at www.eee.ca or contact:

f

Lisa Ciulka ‘;
Manager, Investor Relations |

(403) 213-3770 or toll free 1 -888{-213-3713
ir@eee.ca |
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Esprit Energy Trust Reports
Business Plan.

\
CALGARY, Apr 28./CNW/ - Esprit Er‘

financial and operating results for the

Exemption N
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Strong First Quarter Results; Focused On Executing

rergy Trust (“Esprit” or the “Trust”), today announced its first quarter
three months ended March 31, 2006.

“We were pleased with our perform‘

President and Chief Executive Officewr.

well and achieve solid results in line

I

ance in the first quarter of 2006" said Stephen Savidant, Esprit's
“At Esprit, our top priority for 2006 is to execute our business plan
with our previously announced guidance.” said Mr. Savidant. “The

first quarter of the year was a good step along this path and followed on from our successful fourth

quarter last year.” r\

First Quarter Highlights

Production averaged 17,439|barrels of oil equivalent (“boe”) per day for the first quarter of 2006.
This was a 61 percent mcrease from the first quarter of 2005. Production was down only
marginally from the fourth quarter of 2005, despite a high level of initial flush production in the
previous quarter and the dlSp”OSltlon of the Trust’s Ante Creek properties early in the quarter.

Cash flow for the quarter was $46 million or $0.69 per unit ($0.63 per unit diluted), more than
double the cash flow generated in the same quarter of 2005. The increased cash flow was a
result of higher production Ie\‘/els and strong commodity prices in 2006.

Commodity prices remained h|gh compared to historical averages for the first quarter of 2006 but
softened somewhat from the levels experienced in the previous quarer. Esprit's average sales
price after hedging and transpor‘tatlon costs was $55.81 per boe, an increase of 28 percent over
the same quarter last year and a decrease of 13 percent from the previous quarter.

Operating netbacks reflected the strong prices in the quarter and were positively impacted by
improved operating costs in ‘the quarter. Operating netback for the quarter was $33.19 per boe,
an increase of 30 percent from the first quarter of 2005 and a decrease of 13 percent from the

previous quarter.

Exploration and developme

nt capital expenditures during the quarter totaled $15 million. In

addition, Esprit received $16 million from its Ante Creek disposition. Including the disposition,

Esprit's capital expenditures\
was used to reduce debt.
During the quarter, Esprit co
its unitholders. This represen
Production at Esprit's key
compared to the first quarter

Executive Officer would reti
Executive Vice President ar
effective May 11, 2006.

in the first quarter amounted to a net receipt of $0.4 million which

tinued to pay consistent distributions of $0.15 per unit per month to
ed a payout ratio of 65 percent of cash flow from operations.
area of Greater Olds increased five percent in the first quarter
ast year and four percent compared to the previous quarter.

Esprit announced during the quarter that Stephen Savidant, the Trust’'s President and Chief

re effective May 11, 2006 at the annual meeting. Esprit’s current
d Chief Operating Officer, Paul Myers, will replace Mr. Savidant

umber
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Message to Unitholders
We were pleased with our level of production in the first quarter of 2006 which averaged 17,439 boe per
day for the quarter. This was an increase of 61 percent from the same quarter last year. Despite a high
level of initial flush production in the previous quarter and the disposition of our Ante Creek properties,
production was down only marglnally from the fourth quarter of 2005. This level of production was in-line
with our expectations and with our guidance of 16,750 to 17,350 boe per day for the full year.

Cash flow for the quarter was $46 million or $0.69 per unit ($0.63 per unit diluted). This was more than
double the cash flow generated in t‘we same quarter of 2005 and was a result of higher production and
strong commoaodity prices in 20086.

Esprit believes in a sustainable business model and strives to pay reliable and stable distributions to its

unitholders. During the quarter, we
amounted to 65 percent of the cash

continued to pay distributions of $0.15 per unit per month. This
flow generated in the period. The remaining cash flow was applied

against debt and reduced our net deb

|

Operations Update ‘

t by 10 percent compared to the end of 2005.

{Tables and additional information ar«‘= provided in our Management’s Discussion and Analysis)

Higher energy prices have increased
levels of overall industry activity. This‘

experiencing significant upward press
review of these costs. We anticipate t

the range of economic opportunities and resulted in much higher
in turn, has created escalation in the industry’s cost base. We are
ure in our operating costs and are currently conducting a detailed
hat our full year operating costs may be higher than our current

guidance of $8.50 per boe and expect to provide updated guidance with our second quarter results.

During the quarter, we spent approx‘

portion of this capital was focused on
success at the end of 2005 through t

mately $15 million of exploration and development capital. A large
our key assets at Olds and Berry and on capturing the benefit of our
ie-ins and production optimization. Qur drilling program got off to a

slower start than we had anﬂcupated largely due to a shortage of drilling rigs. Given the higher than
expected production additions assomated with our fourth quarter last year, we were less concerned with
this delay. By the end of the first quarter we had rigs drilling in the majority of our key operating areas.

\

Greater Olds |

At Olds, we started our shallow dritling program in the first quarter of the year. We drilled the first of a nine
well program; a successful well into the Viking formation. Drilling was completed in March and production
from this well is expected.to be tled -in early in the second quarter. We were encouraged by the test
results from this well and we began dr‘mmg a follow-up Viking well in the first quarter.

We tied-in five wells drilled in 2005 dtLring the quarter and installed a pipeline loop to optimize production
following the very successful Upper Crossﬂeld well we drilled in the fourth quarter of 2005. This Upper
Crossfield well is currently producmg approximately 4.3 million cubic feet equivalent (“mmcfe”) per day
and continues to be a very strong producer with the current production level representing more than
double the historical average of other frossfleld wells.

Following our success with this well, \‘Ne have identified a number of additional Crossfield locations at our
Olds Unit. These include a comblnatlon of re-entries into existing well bores and new drilling locations.
We are currently working through the ”regulatory approvals for these locations, a process that can take six
to eight months due to the sour content of the gas. We expect to drill at least two of these wells in the
fourth quarter of this year and subject to regulatory approval and the anticipated success of these wells,
have a continuous drilling program planned for these new locations throughout 2007.




1 Exemption Number
! 82-34890
We continue to view our key asset at Olds positively and were pleased with our production levels in the
area during the first quarter of the \year. During the quarter, production at Greater Olds, which also
includes our properties at Three HiHIIs, Swalwell and High River, averaged 7,983 boe per day. This
represented a five percent increase over the same quarter last year and a four percent increase from the
previous quarter. This higher level of\ production reflects the inclusion of our successful Upper Crossfield
well for the full quarter and production associated with our shallow program completed in the fourth
quarter of 2005. 1‘[

\
Southern Alberta |
In Southern Alberta, during the first}quarter of the year we tied-in the remaining 21 of the successful
shallow wells drilled in the previous cﬁuarter. We plan to drill 21 wells this year in this area, following on
from our success in 2005. A large po[tion of this program is expected to be drilled in the second quarter of
the year. At our Berry property, we have contracted a drilling rig and expect to begin drilling the first of our
five planned directional wells in the Fﬁichdale Banff oil pool in the second quarter. We expect to have this
program complete within the next six months.
In addition, we have identified up-h’ole, shallow gas re-completion opportunities at our Winnifred and
Berry properties in Southern AIberta.U A 10 well re-completion pilot program is underway and, depending
on the outcome of this pilot, we equct to expand this program to the remainder of our wells in the area.
Esprit has more than 175 wells that are potential candidates for this program.

Production in Southern Alberta in the‘ first quarter averaged 3,373 boe per day. There are no comparative
volumes for the same quarter last year as these properties were all acquired in the second and third
guarters of 2005. Production is essentially flat when compared to the fourth quarter of 2005.
Peace River Arch
in our Peace River Arch area, we ccfmpleted a well with initial gross production of three mmcf per day.
Esprit has a working interest of approximately 33 percent in this well. Our other activities in the area
included two reactivations, two re-co:mpletions and optimization work. Results from these activities were
positive. We began drilling a well at our Beaverlodge property late in the quarter and have identified
several multi-zone locations and additional re-completion opportunities for the remainder of the year in
this area.

Production in Peace River Arch in th‘
volumes for the same quarter last y
quarter of 2005. Production was dow
in the area.

e first quarter averaged 682 boe per day. There are no comparative
ear as our Peace River Arch assets were acquired in the second
n slightly compared to the previous period reflecting natural declines

Saskatchewan h

In Saskatchewan, all five wells drill‘?d in the previous quarter were on-stream and contributed to the
area’s production volumes. We also t?egan drilling the first of two wells that represent the initial phase of a
five well down-spacing program. The full program is expected to be drilled throughout 2006.

Production in Saskatchewan in the fi‘st quarter averaged 952 boe per day. Compared to the same period
last year, production was up 207 p%rcent, due to properties added through acquisition and successful
drilling in 2005. Production was 25 percent higher than the previous quarter reflecting production brought
on-stream in the quarter. 3

Central Alberta

Optimization activity continued in ou
base production as well as adding in
properties in Central Alberta and ha

r Central Alberta area. At Esprit, we are focused on optimizing our
cremental production. We are undertaking a thorough review of our
ve identified several opportunities with optimization potential. This

. . . | s
review process is also being conducted at our other properties.
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We closed the sale of our Ante Creek assets early in 2006 and received $16 million in cash and interests
in certain producing properties in our existing core areas. This transaction was a good example of our
portfolio management strategy to focus on the areas that can make an impact on our production and
capital efficiency and to divest of those that add little value and serve as a distraction from our core areas.

|
Production in Central Alberta in th\e first quarter averaged 4,430 boe per day. This represented an
increase of 54 percent from the samHe period last year and was due largely to properties added through
acquisition in 2005. Compared to the previous quarter, production is seven percent lower, mostly due to
the volumes associated with the Ante Creek assets disposed at the beginning of the quarter.

Building a Team Focused on Execu‘.mon

A crucial part of our ability to execute our business plan is ensuring that we have the people resources to
put the plan into action. Despite a very tight labour market in our industry, we have been successful in
attracting high-quality, skilled people\\ to Esprit. Since the beginning of the year we have added 20 new
staff members including several key t‘echnlcal resources.

Additional geologists, geophysicists énd engineers have been added to our asset-focused teams and are
steadily identifying and adding to our mventory of drilling opportunities. Our technical teams work together
to find the best opportunities for Espwt They take ownership of goals and objectives and challenge each
other’s ideas to look for better or alternatlve solutions; a strategy that led to our recent discovery in the
Upper Crossfield and our up-hole opportunmes in a large number of previously drilled wells in Southern

Alberta.

We have also put together a multi- ?isciplined team fully dedicated to Esprit’s business development.
Acquisitions and portfolio management are an important element of any energy trust's strategy. Having
dedicated resources provides a proac’nve approach to identifying and screening opportunities within a
strategic context. It also allows Espnts asset teams to concentrate on implementing the plans for our
existing assets without distraction. \
|
To enhance our focus and effort towards our strategic goals we are also adding to our pool of
experienced leaders at Esprit. We recently appointed Denis McGrath as our Vice President, Land and
Joint Ventures. Denis has thirty years of experience in the oil and gas industry, most recently with
EnCana where he held the position offManager, Business Development in the Weyburn Business Unit.

We are positive about the future for Esprit. We are continually identifying new opportunities on our
existing land base and our inventory | of drilling opportunities is growing steadily. We remain confident in
our ability to meet the production guudance we set for 2006. Our teams are focused on delivering results
and are driving forward in lmplementmg our plan for the year. We are re-affirming our full year production
guidance for 2006 of 16,750 to 17, 350\ boe per day.

Our focus at Esprit is on the executlc‘m of our business plan. This commitment to meeting our guidance
flows right through our organization and is paramount to achieving success. We believe we have the
strategy and people in place to meet these goals. We are pleased with the performance of the Trust in the
past two quarters and believe that the|opportunities we see for 2006 and beyond reflect a sustainable and
promising future for Esprit.

Conference call
Esprit will be conducting a conference call to discuss its first quarter operating and financial results on
Friday, April 28" 2006 at 9.00am MD‘T {11.00am EDT). Caliers from the Toronto area may dial 416-644-
3424 and all other participants may dial the toll free number 1-800-814-4861 to join the call. A taped
recording will be available until Fnday”May 5, 2006 by dialing 416-640-1917 from the Toronto area and 1-
877-289-8525 from all other areas. The passcode is 21185747 followed by the number sign. This call will
also be broadcast live on the internet and may be accessed at Esprit's website at www.eee.ca
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Annual Meeting \
Esprit will be holding its annual meeting of unitholders on Thursday, May 11, 2006 at 10.00am in the

Lecture Theatre of the Metropohtan\Centre 333 4™ Avenue SW., Calgary, Alberta Al unitholders and
interested parties are invited to attend.

Esprit is a Calgary based natural gas weighted income trust. Esprit’s operations are primarily
concentrated in Alberta and are characterlzed by long life, gas focused assets. Trust units and
convertible debentures of Esprit are traded on the Toronto Stock Exchange (TSX) under the symbols

“EEE.UN” and “EEE.DB”, respectlvel‘y

Certain information regarding Espnt\ Energy Trust including management's assessment of future plans
and operations, constitutes forward- Iookmg information or statements under applicable securities law and
necessarily involve assumptions regardmg factors and risks that could cause actual results to vary
materially, including, without I|m|tat|q?n assumptions and risks associated with oil and gas exploration,
development, exploitation, productiFn, marketing and transportation, loss of markets, volatility of
commodity prices, currency fluctuations, imprecision of reserve estimates, environmental risks,
competition, incorrect assessment of”the value of acquisitions, failure to realize the anticipated benefits of
acquisitions and ability to access sufhc;ent capital from internal and external sources. Forward looking
statements include, but are not IITIted to: Esprit's guidance, production performance, finding and
operating costs, drilling program completlon and results and other statements containing the words
“expects”, “believes”, “will”, “should” or similar such language. The reader is cautioned that these factors
and risks are difficult to predict and”that the assumptions used in the preparation of such information,
although considered reasonably accurate by Esprit at the time of preparation, may prove to be incorrect.
Accordingly, readers are cautioned that the actual results achieved will vary from the information provided
herein and the variations may be matenal Readers are also cautioned that the foregoing list of factors is
not exhaustive. Additional mformatlom on these and other factors that could affect Esprit's operations or
financial results are included in Esprl‘;(s reports on file with Canadian securities regulatory authorities. In
particular see Esprit's MD&A and the Risk Factors and Industry Conditions sections of Esprit's Annual
Information Form. Esprit's reports may be accessed through the SEDAR website (www.sedar.com), at
Esprit's website (www.eee.ca) or by contac'ung Lisa Ciulka at Esprit Energy Trust. Consequently, there is
no representation by Esprit that actual results achieved will be the same in whole or in part as those set
out in the forward looking mformatlon Furthermore, the forward-looking statements contained in this
news release are made as of the date of this news release, and Esprit does not undertake any obligation
to update publicly or to revise any of the included forward-looking statements, whether as a result of new
information, future events or otherwise. The forward- -looking statements contained herein are expressly
qualified by this cautionary statement.

Boe’s may be misleading, particularlylif used in isolation. A boe conversion ratio of 1 bbl:6,000 cubic feet
is based on an energy equivalency ca nversion method primarily applicable at the burner tip and does not
represent a value equivalency at the wellhead. References to “production volumes” or “production” refer
to average sales volumes.

Certain terms referred to herein, including “cash flow”, “net debt”, “net debt to cash flow ratio”, “operating
netback”, “payout ratio”, “finding and development costs” and “finding, development and acquisition costs”
are non-GAAP measures. Please qefer to our Management’s Discussion and Analysis for further
discussion of these measures.

For further information please visit our, web site at www.eee.ca or contact:

Lisa Ciulka

Manager, Investor Relations
(403) 213-3770 or toll free 1-888-213-3713
lciulka@eee.ca
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ESPRIT ENERGY TRUST !
Consolidated Highlights !
(unaudited) L‘ Three Months Ended
} March 31
FINANCIAL (000’s) except per share numtaers 2006 2005 % change
Oil and gas revenue 3 87,600 42,638 105
Net earnings | 19,592 11,029 78
Per unit - basic ; 0.30 0.27 11
Per unit - diluted ‘ 0.29 0.27 7
Cash flow | 45,933 22,456 105
Per unit - basic ‘ 0.69 0.56 23
Per unit - diluted \\ 0.63 0.53 18
Distributions 29,866 16,892 77
Distributions per unit | 0.45 0.42 7
Payout ratlo (%) | 65 75 (13)
Net debt™ U 148,547 108,106 37
Convertible debentures | 93,964 - -
TRUST UNITS
Weighted average — basic 66,388 40,178 65
Weighted average - diluted 74,824 42,312 77
Total trust units outstanding 66,416 40,289 65
Exchangeable shares 430 1,946 (78)
PRODUCTION VOLUMES “l‘
Natural gas (mc#/d) I 77,116 54,963 40
Natural gas liquids (bbls/d) ‘\ 1,768 1,310 35
Crude oil (bbis/d) | 2,818 394 615
Total (boe/d) (6:1) U 17,439 10,864 61
\
[
SALES PRICES® ‘\
Natural gas ($/mcf) ; 9.38 7.12 33
Natural gas liquids ($/bbl) i 65.17 55.09 18
Crude oil ($/bb)) | 47.84 2643 81
Total ($/boe) W 55.81 43.61 28
NETBACKS ($/boe) !
Price® i 55.81 43.61 28
Royalties ;\ (13.76)  (10.42) 32
Operating costs ‘ (8.86)  (7.58) 17
Operating netback [ 33.19 25.61 30
General and administrative costs ! (1.93) (1.61) 20
Total | 31.26 24.00 30
[
CAPITAL (000’s) )
Total exploration and development 15,428 10,454 48
Property dispositions {16,000) 30 {53,433)
Other capital assets “ 162 82 98
Net Capital Expenditure ‘ - (410) 10,566 (104)
LAND (thousands of net acres)
Undeveloped land holdings ! 253 135 87
I
DRILLING 0
Wells drilled \
Gross 1 1 6 (83)
Net } 1.0 32 (69)
|
( )

Net debt includes net working capital (deﬂc:lency) and excludes convertible debentures
Sales prices are after hedging gains (Iosses)\and transportation costs

|
|
] 6
|
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MANAGEMENT’S DISCUSSION AND ANALYSIS
This MD&A has been prepared as of April 27, 2006.

The following discussion and analysrs ("MD&A") of financial and operating results should be read in
conjunction with the unaudited interim consolidated financial statements for the three months ended
March 31, 2006 (contained in this qtﬁarterly report) and the audited consolidated financial statements and
MD&A of Esprit Energy Trust for trpe year ended December 31, 2005. All amounts are in Canadian
dollars unless otherwise noted. All references to “Esprit” or the “Trust” refer to Esprit Energy Trust and all
references to the “Company” refer to Esprit Exploration Ltd. The Trust is an open-ended investment trust
created pursuant to a trust mdenture“ The Company is a subsidiary of the Trust.

Per barrel of oil equivalent (“boe”) amounts have been calculated using a conversion rate of 6,000 cubic
feet of natural gas to one barrel (“bbl”) of oil. Boe’s may be misleading, particularly if used in isolation. A
boe conversion ratio of 1 bbk: 6000\‘ cubic feet is based on an energy equivalency conversion method
primarily applicable at the burner tip and does not represent a value equivalency at the welihead.

111 H ” ][ 113 1 ”
References to “production volumes” or “production” refer to average sales volumes.

References are made to terms commonly used in the oil and gas industry that are not defined by
generally accepted accounting pnncrples ("GAAP”) in Canada and are referred to as non-GAAP
measures. Such non-GAAP measures should not be considered an alternative to, or more meaningful
than GAAP measures as indicators|of the Trust's financial or operating performance. The non-GAAP
measures presented are not standardized measures and therefore may not be comparable with the
calculation of similar measures for other entities. The following are descriptions of non-GAAP measures
used in this MD&A: “

(1) “Cash flow” equals cash flow from operations before changes in non-cash working capital. The
Trust considers cash flow to Hbe a key measure as it demonstrates the Trust’s ability to generate
the cash necessary to pay dlstrlbutrons repay debt and to fund future capital investment. Cash
flow per unit is calculated usrng the same number of units for the period as used in the net
earnings per unit calculatlons

(2) “Net debt” equals bank Ioans and converible debentures plus current liabilities minus current
assets. Net debt is a useful measure of the Trust’s total leverage.

(3) “Net debt to cash flow ratio’ \ equals the net debt (as defined above) divided by cash flow (as
defined above). Net debt to cash flow ratio is a useful measure by which to compare the Trust’s
financial leverage to those of ‘lts peers.

{(4) "Operating netback” equals total revenue per boe less royalties per boe and operating costs per
boe. Operating netbacks are“a useful measure to compare the Trust’s operations with those of its
peers.

(5) “Payout ratio” equals total drsthbutlons as a percentage of cash flow for the period. Payout ratio
is a useful measure used by management to analyze the Trust’s efficiency and sustainability.

(6) “Finding and development cqsts" equals exploration and development capital plus the change in
future development costs dlvr\ded by reserve additions (including reserve revisions). Finding and
development costs are used by management as a measure of the cost effectiveness of the Trust.

(7) “Finding, development and acqursrtron costs” equals all capital (including acquisitions) divided by
reserve additions (including Hacqursmons and reserve revisions). Finding, development and
acquisition costs are used by ‘management as a measure of the cost effectiveness of the Trust.

This MD&A contains forward-looking or outlook information with respect to the Trust. Certain information
regarding Esprit Energy Trust mcludmg management's assessment of future plans and operations,
constitutes forward-looking mformatron or statements under applicable securities law and necessarily
involve assumptions regarding factors and risks that could cause actual results to vary materially,
including, without limitation, assumptrons and risks associated with oil and gas exploration, development,
exploitation, production, marketing and transportation, loss of markets, volatility of commodity prices,
currency fluctuations, imprecision of reserve estimates, environmental risks, competition, incorrect
assessment of the value of acquisiti Dns failure to realize the anticipated benefits of acquisitions and
ability to access sufficient capital fromjinternal and external sources. Forward looking statements include,
but are not limited to: Esprit's guidawce production performance, finding and operating costs, drilling
program completion and results and other statements containing the words “expects”, “believes”, “will”,
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“should” or similar such language. \The reader is cautioned that these factors and risks are difficult to
predict and that the assumptions \used in the preparation of such information, although considered
reasonably accurate by Esprit at the time of preparation, may prove to be incorrect. Accordingly, readers
are cautioned that the actual results achieved will vary from the information provided herein and the
variations may be material. Readers are also cautioned that the foregoing list of factors is not exhaustive.
Furthermore, the forward-looking statements contained in this MD&A are made as of the date of this
MD&A, and Esprit does not undertake any obligation to update publicly or to revise any of the included
forward-looking statements, whether as a result of new information, future events or otherwise. The

forward-looking statements contalned herein are expressly qualified by this cautionary statement.

VISION, CORE BUSINESS AND ST~ RATEGY

Esprit is an oil and gas income trust with high quality assets located in Alberta and Saskatchewan. Our
solid base of natural gas welghted reserves is complemented by experienced and talenied teams of
professionals who are focused on cr=at|ng value for our unitholders.

Esprit is based on a sustainable business model. We maintain our financial strength by keeping debt
levels manageable and strive o pay reliable and stable distributions to our unitholders.

We have capital efficient plans to de/elop our existing assets and to maximize their value. Our operations
have been organized around five l|<ey operating areas, each with a team dedicated to executing its
operating and capital plans and accountable for its results. Our long-life reserves and inventory of organic

opportunities are expected to maintain production levels until at least early 2007.

We continually work to grow and enhance our existing asset base with value-adding strategic
acquisitions. Opportunities are screened analyzed and must meet both strategic and financial
benchmarks before being pursued.

At Esprit, we are committed to a high level of integrity. We have great respect for the environment we
operate in, the people in whose com‘ munities we operate, our employees and other service providers and
all the stakeholders who invest in our Trust. We strive to continually provide transparent, open and timely
information about our business. !

NET EARNINGS AND CASH FLOW

Three months ended

. i 31-Mar 31-Mar 31-Dec 30-Sep 30-Jun

($ thousands except per unit amounts) i 2006 2005 2005 2005 2005
Net earnings 19,592 11,029 | 25,052 22,465 15,906
Net earnings per unit — basic | 0.30 0.27 0.38 0.35 0.28
— diluted 1 0.29 0.27 0.37 0.34 0.27

Cash flow ‘ 45,933 22,456 | 56,149 45,143 30,504
Cash flow per unit — basic fi 0.69 0.56 0.86 0.70 0.54
- diluted ‘ 0.63 0.53 0.78 0.64 0.52

|

Basic weighted average units W 66,388 40,178 | 65,521 64,533 56,802
Diluted weighted average units \ 74,824 42312 74117 71,914 58,961
Cash distributions per unit 0.45 0.42 0.42 042 0.42

Our cash flow for the first quarter of 2006 was $45.9 million, more than double the cash flow we
generated in the same period last year The increased cash flow was largely a result of increased
production levels and higher commodrty prices. These were partly offset by higher costs for royalties,
operating, general and administrative and interest costs.
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Our net earnings for the first quarter %)f 2006 were $19.6 million, a 78 percent increase on the first quarter
of 2005. In addition to the items that affected our cash flow, earnings were impacted by increased
depletion, depreciation and amortizat’ion costs.

i
More information on the items affec#"ring cash flow and earnings is provided in the detailed discussion
below. }

\i

OIL AND NATURAL GAS REVENUE
Three months ended
31-Mar 31-Mar 31-Dec 30-Sep 30-Jun
2006 2005 2005 2005 2005
Oil and gas revenue ($ thousands) 87,600 42,638 | 104,783 83,031 57,382
Production Volumes :
Natural gas (mcf/d) 77,116 54,963 | 79,494 79,056 65,709
Natural gas liquids (bbl/d) 1,768 1,310 1,725 1,424 1,357
Qil (bbl/d) 2,818 394 2,840 2,159 1,216
Total (boe/d) 17,439 10,864 | 17,814 16,759 13,525
Sales Prices {
Natural gas ($/mcf) 9.38 7.12 10.87 8.50 7.46
Natural gas liquids ($/bbl) 65.17 55.09 70.84 63.94 58.43
Crude oil ($/bbl) 47.84 26.43 53.76 64.60 50.07

Our oil and natural gas revenue for the first quarter was $87.6 million, an increase of 105 percent from the
same quarter last year. This increase” was driven through a combination of higher production volumes and
increased commodity prices. Higher commodity prices contributed $22.7 million of the increased revenue
in the first quarter. The remaining $22.2 million of increased revenue was due to higher production

volumes, with 64 percent of this comi:ing from higher natural gas volumes in the quarter.

Production

Three months ended
31-Mar 31-Mar 31-Dec 30-Sep 30-Jun
2006 2005 2005 2005 2005
Natural gas (mcf/d) ? 77,116 54,963 79,494 79,056 65,709
Natural gas liquids (bbl/d) | 1,768 1,310 1,725 1,424 1,357
Oil (bbl/d) ‘ 2,818 394 2,840 2,159 1,216
Total (boe/d) 17,439 10,864 17,814 16,759 13,525
Natural gas ! 74% 84% 74% 79% 81%
Natural gas liquids 10% 12% 10% 8% 10%
Qil 16% 4% 16% 13% 9%
Total “ 100% 100% 100% 100% 100%
We reported strong production volumes in the first quarter of 2006, with volumes averaging 17,439 boe
per day for the quarter. This was an increase of 61 percent from the same quarter last year. During 2005,
Esprit completed three strategic acquisitions adding to our production base and also to our inventory of

drilling opportunities.
9
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Although we remain natural gas fom‘hsed our first quarter production included a higher proportion of il
volumes than the same quarter |ast year. This is a result of increased oil production from our
Saskatchewan and Berry areas. We‘ have identified additional opportunities in these areas for our 2006
capital program and expect this trend of more oil weighted production to continue. For 2006 as a whole,
we expect our production 1o be approxmately 70 percent weighted to natural gas, down from 78 percent
in 2005. Qil production volumes are expected to make up 19 percent of the production in 2006 compared
to 11 percent in 2005. :

!
In the first quarter of 2006, natural gas liquids made up 10 percent of our production. This was down from

12 percent for the same quarter last

with the properties acquired last year.

approximately eight percent compare

We reported a very successful drillir

high levels of initial production at the

that has been established for a longe
our Ante Creek assets in early 2006/
day, our production in the first quarter

Other income in the quarter amou
acquisition of Markedon and Monroe

‘year and is a result of lower natural gas liquids volumes associated
For the full year of 2006, we expect our natural gas weighting to be
d to 10 percent in 2005.

g program in our fourth quarter of 2005. This success brought on
end of 2005, which tends to decline at a faster rate than production
r period of time. Despite this initial production and the disposition of
which amounted to a net disposition of approximately 250 boe per
was down only two percent from the previous quarter.

nted to $0.9 million and consists of adjustments relating to the
n the third quarter of 2005.

Production by Key Operating Area

Three months ended

31-Mar 31-Mar 31-Dec 30-Sep 30-Jun
(boe per day) 2006 2005 2005 2005 2005
Greater Olds | 7,983 7,620 | 7,688 7,392 6,377
Southern Alberta | 3,373 -1 3393 3253 2,110
Peace River Arch | 682 - 703 652 469
Saskatchewan | 952 310 760 601 371
Central Alberta 4,430 2,874 4,789 4,800 3,991
Other ! 19 60 481 61 207
Total ‘ 17,439 10,864 | 17,814 16,759 13,525

The acquisitions in 2005 created new key operating areas in the Peace River Arch and Southern Alberta
and added to our existing assets in §askatchewan and Central Alberta. The addition of these assets is
reflected in the increased product|on in these areas when compared to the same period last year.
Production was also increased through our successful drilling program in the fourth quarter, most notably

in our Greater Olds, Southern AlbertaH and Saskatchewan areas.

Production in the first quarter of 200‘6 was stable in most areas compared to the previous quarter. The
higher volumes at Greater Olds reflect a full quarter of production from the successful horizontal well we
drilled into the Upper Crossfield Iate in 2005. This well came on-stream with initial production of
approximately eight million cubic rfeet equivalent (“mmcfe”) per day and is currently producing
approximately 4.3 mmcfe per day. A decrease in production levels from initial “flush” rates is usual and
was anticipated. This well continues fo be a very strong producer, current production is more than double
the historical average of other Crossf eld wells.

in Saskatchewan, all five wells drille
wells contributed to the increased vol‘
largely due to the disposition of our A

d in December of 2005 were on-stream and production from these
umes in the area. The lower volumes reported in Central Alberta are
nte Creek assets in early 2006.
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Our first quarter production of 17,43§ boe per day was in-line with our expectations. We believe that we
are on track with our plan for 2006‘\ and are comfortable that we can meet our previously announced
production guidance of 16,750 to 17,350 boe per day for the full year.

\
Prices and product marketing \
Average Selling Price"” H
‘ Three months ended
|
\ 31-Mar 31-Mar 31-Dec 30-Sep 30-Jun
‘ 2006 2005 2005 2005 2005

Natural gas ($/mcf) ‘? 9.38 7.12 10.87 8.50 7.46
Natural gas liquids ($/bbl) | 65.17 55.09| 70.84 63.94 5843
Crude oil ($/bbl) 47.84 2643 | 5376 6460  50.07
Total ($/boe) \ 55.81 4361 | 6393 5385 4662

|
M Price is after transportation costs and hedging

Average Benchmark Pricing

Three months ended

\
|
|
l

31-Mar 31-Mar 31-Dec 30-Sep 30-Jun
2006 2005 2005 2005 2005

Alberta Reference Price (C$/GJ) 7.88 6.09 10.91 7.93 6.55
AECO (30 day) natural gas (C$/GJ) 8.79 6.34 11.08 7.75 6.99
NYMEX natural gas (US$/mmbtu) h 9.08 6.32 12.85 8.25 6.80

WTI crude oil (US$/bbl) i

US$/CDN$ exchange rate \
Q)

63.48 49.85 60.02 63.19 53.17
1.15 1.23 1.17 1.20 1.24

Alberta Reference Price for first quarter 2006 is the expected price, as March actual prices are not available at time of release

Natural gas prices remained strong lompared to historical averages during the first quarter of 2006. We
received an average price for our natural gas in the quarter of $9.38 per mcf ($8.54 per gigajoule (“GJ"))
after hedging and transportation costs, an increase of 32 percent over the same quarter last year. Our
price in the quarter represents a $0. 66 per GJ or $0.73 per mcf, improvement over the expected Alberta
Reference Price in the first quarter of $7.88 per GJ. The Alberta Reference Price is the average plant
gate price received by all Alberta ga§ producers for their product and is published by the Department of
Energy of the Province of Alberta. |

|

Natural gas prices strengthened durir}g 2005 as a result of strong oil prices and supply disruptions caused
by an active hurricane season. Natural gas prices were at strong levels in the fourth quarter of 2005 and
although prices have since declined from these levels; they still remain high compared to historical prices.
The natural gas prices we received |n the first quarter decreased 14 percent from the fourth quarter of

2005, reflecting high storage levels caused by a warmer than usual winter.

During the first quarter of the year we sold our natural gas liquids for an average price of $65.17 per
barrel. This was an increase of 18 percent on the same quarter last year and a decrease of eight percent
from the previous quarter. Prices for natural gas liquids have been impacted by the movement of oil
prices over these periods. 1

Our average oil price in the first quarter of 2006 was $47.84 per bbl, an increase of 81 percent from the
same period last year and a decrease of 11 percent from the high levels in the previous quarter. Aithough
oil prices have dropped somewhat from the levels recorded towards the end of the year, they remain high
compared to historical averages. W|d=n|ng heavy oil differentials in the first quarter of 2006 have also had

11
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an impact on our average selling price. Approximately 25 percent of our oil production is heavy. Qil prices
continue to be affected by geo- polmc”al events and tightening supply and demand fundamentals.

|
Cash flow is directly impacted by the‘\volatility of commaodity prices. As part of our risk management policy,
we enter into commodity price der|v‘at|ve contracts to limit our downside price exposure. For the first
quarter of the year, our hedging actlvmes increased our oil and gas revenue by $1.8 million or $1.12 per
boe. This was made up of a gain of $1 9 million ($0.27 per mcf) for natural gas and a loss of $0.1million
($0.07 per boe) for oil. \

\l

Energy commodity prices can flucwtuate due to changes in the geo-political environment, weather
conditions, supply disruptions and vanatlons in demand. We use commodity price hedges to limit the
volatility in our cash flow and, in tu”rn provide stability to our distributions. We have a written policy
delegating limited authorities to management to manage commodity price risk. The Board of Trustees
regularly meets with Esprit’'s management to review our hedging strategy and the hedges in place. In the
case of a material acquisition, we may use hedges on a larger portion of the acquired production to lock
in the transaction economics. 1
For the rest of the year, we have approximately 19 percent of our estimated annual natural gas
production and 20 percent of our ecltlmated oil production hedged using fixed price contracts. We also
have nine percent of our natural gasjvolumes protected by costless collars which provide downside price

protection but also remove the benefit of prices above a specified level.

If all of Esprit’'s commodity price risk management contracts were closed out on March 31, 2006, the gain
resulting from the settlement would |have been approximately $4.4 million, made up of a gain of $9.6
million on the natural gas contracts and a loss of $5.2 million on the oil contracts. At April 27, 2006 the
gain that would have resulted from closmg all of our contracts was $5.4 million, made up of a gain of
$11.4 million from natural gas and a loss of $6.0 million from oil.

Netback summary
Operating netbacks increased by 30 percent in the first quarter of the year compared to the same quarter
last year. Our higher netbacks reflec the higher sales prices we received for our production offset partly
by higher royalty, operating and general and administrative costs.

Three months ended

($/boe) 31-Mar 31-Mar 31-Dec 30-Sep 30-Jun

2006 2005 2005 2005 2005
Price'” 55.81 43.61 63.93 53.85 46.62
Royalties ) (13.76) (10.42) | (16.93) (11.37) (9.90)
Operating costs ‘ (8.86) (7.58) (9.05) (9.40) (8.46)
Operating netback 33.19 25.61 37.95 33.08 28.26
General and Administrative costs (1.93) {1.61) (1.47) (1.37) {1.59)
Netback | 31.26 24.00 36.48 31.71 26.67

W Price is after transportation costs and hedgiriwg
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ROYALTIES }

} Three months ended

: 31-Mar 31-Mar  31-Dec 30-Sep 30-Jun

2006 2005 2005 2005 2005
Total royalties (net of ARTC) ‘1 21,594 10,190 | 27,739 17,534 12,182
($ thousands) “
As a % of oil and gas revenue 25 24 26 21 21

Per boe 13.76 10.42 16.93 11.37 9.90

For the first quarter of 2006, our royalty costs were $21.6 million or $13.76 per boe compared to $10.2
million or $10.42 per boe. Royalty costs are directly impacted by changes in commaodity prices. Our per
unit royalty costs increased compared to the same quarter last year largely because of higher commodity
prices. Total costs also increased because of higher production volumes in the first quarter of 2006.
Royalties, as a percentage of oil and gas revenue, increased slightly to 25 percent over the period and
are expected to remain at that level for the remainder of the year.

OPERATING COSTS
H Three months ended

31-Mar 31-Mar 31-Dec 30-Sep 30-Jun
2006 2005 2005 2005 2005

\
Operating expenses ($ thousands) | 13,907 7,412 1 14,838 14,488 10,412
Per boe ’ 8.86 7.58 9.05 9.40 8.46

Operating costs for the first quarter of the year were $13.9 million or $8.86 per boe up from $7.4 million or
$7.58 per boe in the same period I?st year. Over the past year, costs in the oil and gas sector have
increased significantly. Higher energy prices have increased the range of economic opportunities and
resulted in much higher levels of ovewrall industry activity. This in turn, has created significant increases in
the industry’s cost base. The mcrease in our operating costs this quarter, compared to the same period
last year, reflects this higher cost structure
\

The past three quarters have shown a downward trend in our per unit operating costs. Industry wide there
is continuing cost escalation and we go not believe that our trend of lowering operating costs will continue
throughout 2006. We are experlencmg significant upward pressure in our operating costs and are
currently preparing a detailed anaIyS|s of these costs. We anticipate that our full year operating costs may
be higher than our current full year‘ 2006 guidance of $8.50 per boe and expect to provide updated

guidance with our second quarter results.

DEPLETION, DEPRECIATION & AN\iORTIZATION

;‘ Three months ended
31-Mar 31-Mar 31-Dec 30-Sep 30-Jun
2006 2005 2005 2005 2005

|
|
Depletion, depreciation and amonizat“ion 25,173 10,186 | 26,270 22,506 15,821

($ thousands)
Per boe 16.04 10.42 16.03 14.60 12.85
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For the first quarter of 2006, our D‘epletion Depreciation and Amortization (DD&A) costs were $25.2
million or $16.04 per boe compared to $10.2 million or $10.42 per boe in the same quarter last year. The
calculation of these costs is :mpacted by a number of factors; one significant factor is the cost of adding
reserves to our asset base. Based OT our capital program for 2006, we do not expect our full year DD&A

rate to change significantly from its current level.

GENERAL AND ADMINISTRATIVE |

Three months ended
31-Mar 31-Mar 31-Dec 30-Sep 30-Jun
2006 2005 2005 2005 2005

General and administrative costs ($ thinousands) 3,037 1,573 2,414 2,109 1,957

Per boe ! 1.93 1.61 1.47 1.37 1.59

General and administrative costs for the first quarter were $3.0 million or $1.93 per boe compared to $1.6
million or $1.61 per boe in the same penod last year. A large part of this increase is due to rising industry
compensation costs and an mcreaseq[ staff level.

The increased resources were mclud{gd in our plan and the costs in the quarter of $1.93 per boe were in
line with our forecasts. We expect general and administrative expenses to average approximately $1.85
per boe for the full year in 2006. The first quarter included several budgeted but unusual items such as
recruitment costs and retention bonuses paid to maintain Esprit's competitiveness in a very tight
employment market. ‘

i‘
INTEREST AND FINANCING CHARGES

| Three months ended

! 31-Mar 31-Mar 31-Dec 30-Sep  30-Jun

($ thousands) 2006 2005 2005 2005 2005
interest on Bank Loans 1,865 884 1,618 1,294 1,124
Interest on Debentures 1,536 - 1,589 1,138 -
Amortization of Debenture issue costs 189 - 347 174 -
Accretion of Debentures " | 98 - 100 71 -
Total interest and financing charges E 3,688 884 3,655 2,677 1,124
(1) In accordance with generally accepted accounting principles, the fair value to the conversion feature of the Debentures is classified as equity and the

remainder is classified as debt. Over the term of the Debe‘ntures, the debt portion will accrete up to the principal balance at maturity with the charge going to

In the first quarter of the year our interest expense was $3.7 million, up $2.8 million from the same quarter
last year. In the third quarter of 2005 we issued $100 million of 6.5 percent convertible unsecured
subordinated debentures. A large portlon of the increase in total interest and financing charges was due
to the interest, accretion and amomz“atlon of financing charges on these debentures. The increase in
interest on bank loans was a result of higher average bank debt compared to the same period in 2005
and a higher average interest rate. The increase in our average bank debt is mostly due to the debt we
assumed with the acquisition of Resolute Energy Inc in the second quarter of 2005. The average annual
interest rate on the utilized portion of the credit facility was 4.5 percent in the first quarter of 2006
compared to 3.5 percent in the same p?erlod last year.

\
\

interest and financing expenses.
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INCOME TAXES \

We did not pay any current income taxes in the first quarter of 2006, with the exception of Federal large
corporations tax and Saskatchewan capltal tax. The large corporations tax and Saskatchewan capital tax
have increased from $0.1 million in the first quarter of the prior year to $0.3 million this quarter; reflecting
the increase in taxable capital as a result of acquisitions.

Future income taxes arise from differences between the accounting and tax basis of the operating
company’s assets and liabilities. In the Trust structure, interest and net profits interest payments are

made between the operating compaﬂy and the Trust and ultimately paid to the unitholders in the form of
distributions. This mechanism transfe rs the majority of the income and tax liability to the unitholders. It is
therefore expected that we will not{ incur any cash income taxes in the medium-term under current
commadity prices.
CAPITAL EXPENDITURES
Three months ended

31-Mar 31-Mar 31-Dec 30-Sep 30-Jun
($ thousands) 2006 2005 2005 2005 2005
Drilling and completions 7,117 5,955 | 16,714 17,808 8,180
Plant and facilities 5214 3,450 | 6,469 5369 8,081
Land and Lease 1,795 375 1,043 1,253 1,234
Capitalized G&A 1,302 674 1,035 904 839
Exploration and development expenditures 15,428 10,454 | 25,261 25,334 18,334
Acquisitions & dispositions ‘ (16,000) 30 181 99,745 6,971
Office and computer assets | 162 82 145 150 246
Total capital expenditures (410) 10,565 25,587 125,229 25,551

For the first quarter, our capital program was primarily focused on tying in the remainder of the wells from
our fourth quarter 2005 drilling program along with some re-completions, optimization and minor drilling.
Our drilling program got off to a slower start than we had anticipated mainly due to the lack of drilling rigs
available. Given the higher than expected production additions associated with our successful fourth
quarter, we were less concerned abPut this delay. By the end of the first quarter, we had contracted
several drilling rigs and had begun drilling wells at three of our key operating areas, which we anticipate
will set us up for second quarter actwuty levels.

During the quarter, we spent approxwlmtely $15 million of exploration and development capital which was
focused mainly in our Olds and Berry areas.

Including the proceeds from our Ante Creek disposition, our capital expenditures in the first quarter
amounted to a net receipt of $0.4 million. The previously announced disposition of our Ante Creek assets
in Central Alberta closed early in the first quarter of 2006. From this transaction, we received $16 million
in cash and an interest in producing properties at Manyberries and a small interest in a unit at Three Hills.

At Olds, we started our shallow drilling program in the first quarter of the year. We drilled the first of a nine
well program; a successful well into the Viking formation. Drilling was completed in March and production
from this well is expected to be tied-in early in the second quarter. We were encouraged by the test
results from this well and we began drilling a follow-up Viking well in the first quarter.

|
|
T
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Following our success in the fourth quarter of 2005, we have identified a number of additional Crossfield
locations at our Olds unit. These include a combination of re-entries into existing well bores and new
drilling locations. We are currently worklng through the regulatory approvals for these locations, a process
that can take six to eight months due to the sour content of the gas. We expect to drill at least two of
these wells in the fourth quarter of this year and subject to regulatory approval and the anticipated
success of these wells, have a continuous drilling program planned for these new locations throughout
2007. 4
in Southern Alberta, during the firsti quarter of the year we tied in the remaining 21 of the successful
shallow wells drilled in the previous guarter. We plan to drill 21 wells this year in this area, following on
from our success in 2005. A large portion of this program is expected to be drilled in the second quarter of
the year. At our Berry property, we have contracted a driIIing rig and expect to begin drilling the first of our
five planned directional wells in the Rlchdale Banfif oil pool in the second quarter. We expect to have this
program complete within the next srx\months

In addition, we have identified up- hole shallow gas re-completion opportunities at our Winnifred and
Berry properties in Southern Albertaﬂ A 10 well re-completion pilot program is underway and, depending
on the outcome of this pilot, we expect to expand this program to the remainder of our wells in the area.
Esprit has more than 175 wells that are potential candidates for this program.
In our Peace River Arch area, we completed a well with initial gross production of three mmcf per day,
Esprit has a working interest of appHrommater 33 percent in this well. Our other activities in the area
included two reactivations, two re-completions and optimization work. Results from these activities were
positive. We began drilling a well at our Beaverlodge property late in the quarter and have identified
several multi-zone locations and adqmonal re-completion opportunities for the remainder of the year in
this area. |

|
In Saskatchewan, all five wells drllled in the previous quarter were on-stream and contributed to the
area’s production volumes. We also began drilling the first of two wells that represent the initial phase of a
five well down-spacing program. The‘full program is expected to be drilled throughout 2006.
Optimization activity continued in ou‘r Central Alberta area. At Esprit, we are focused on optimizing our
base production as well as adding m’cremental production. We are undertaking a thorough review of our
properties in Central Alberta and have identified several opportunities with optimization potential. This
review process is also being conducted at our other propetties.

We are confident that we can complete our planned 2006 drilling program during the remaining three
quarters of the year and do not beheve the delays experienced in the first quarter will affect our ability to
meet our full year production gwdance for 2006. We continue to forecast capital expenditures, before
acquisitions and dispositions of $63 mllllon for 2006.
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LIQUIDITY AND CAPITAL RESOURCES

(thousands, except ratios) 1“
|

Three months ended

‘1 31-Mar 31-Mar 31-Dec 30-Sep 30-Jun
Asat | 2006 2005 2005 2005 2005
Bank loan i 135,231 93,166 144,239 148,691 133,814
Working capital deficiency \‘ 13,318 14,940 20,785 16,470 18,299
Net debt (excluding debentures) l $148,549 $108,106 | $165,024 $165,161 $152,113
Convertible debentures 93,964 - 93,866 97,254 -
Total net debt | $242,513 $108,106 | $258,890 $262,415 $152,113

\
Bank loans to cash flow ratio 3" 0.7 1.0 0.6 0.8 1.1
Net debt (excluding debentures) to | 0.8 1.2 0.7 0.9 1.2
cash flow ratio \
Total net debt to cash flow ratio 13 1.2 1.2 1.5 1.2
Outstanding units 66,416 40,289 66,358 64,573 64,523

On July 28, 2005, we issued $100 million of 6.5 percent convertible unsecured subordinated debentures
and received $96.0 million, net of |s<uance costs. These Debentures pay interest semi-annually. They
are convertible at the option of the holder at any time and convert into fully paid trust units at $13.85 per
trust unit. The Debentures mature on December 31, 2010. The net proceeds were used to fund the
acquisitions of Markedon Energy Ltd. 'and Monroe Energy Inc.

The Debentures have been classified
been classified as part of unitholders’

as debt net of the fair value of the conversion feature which has
equity. The issue costs have been recorded as a deferred asset
and will be amortized over the term of the Debentures, and the debt portion will accrete up to the principal
balance at maturity. The accretion, amortization of issue costs and the interest payable are expensed
within interest and financing charges ?n the consolidated statements of earnings.

Esprit's liquidity and capital require
facilities. During the first quarter of

'nents are met through operating cash flow and existing credit
\the year, our cash flow exceeded our distributions and capital
expenditures. This surplus cash was applied against our debt, resulting in a 10 percent reduction in our
net debt level from year end 2005. Al March 31, 2008, our net debt, excluding debentures, was $148.5
million and was made up of $135.2 m illion outstanding on our senior credit facility and a working capital
deficiency of $13.3 million. This reflects a 0.8 times net debt (excluding debentures) to cash flow ratio
based on first quarter annualized cash flow. Total net debt was $242.5 million and, in addition to the bank
loan and working capital, includes $94.0 million of Debentures. This represents a 1.3 times total net debt

to cash flow ratio, based on first quartér annualized cash flow.

Qur credit facility is subject to an annual review by the lenders by May 31, 2006 and we anticipate that the
loan will be extended at that time. A significant decline in oil and natural gas prices or a significant
decline in our oil and natural gas reserves could result in the loan facility being decreased or not being
renewed. Were the loan facility not renewed or significantly decreased, our ability to pay distributions or
fund operations may be impacted. ‘

Future debt levels are primarily dependent on our cash flow, distributions and capital program. The credit
facility, together with cash flow, is expected to be sufficient to meet Esprit’s near term capital
requirements and provide the flexibility to pursue profitable growth opportunities. A significant decline in

oil and natural gas prices and/or a si

access to bank credit facilities and our

We do not have any off balance shee’ui

ignificant reduction in our oil and gas reserves could impact our
ability to fund operations and maintain distributions.

financing arrangements.
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OUTSTANDING TRUST UNIT DATI}
Esprit’s trust units trade on the Toronto Stock Exchange under the symbol EEE.UN. At April 27, 2006, we
had 66,415,910 Trust units and 430/243 exchangeable shares outstanding. 527,098 units are issuable
upon conversion of the exchangeable shares using the exchange ratio at April 17, 2006. During the first
quarter of 2006, a total of 36,675 exchangeable shares have been exchanged for trust units.

r\
During the first three months of 2006 the trust units traded in the range of $10.87 to $13.67 with an
average daily trading volume of approx1mate|y 352,000 units.

Esprit has a Performance Unit Incen‘tlve Plan that was created at the time we reorganized into a trust.
Under the Performance Unit Incentl\rle Plan, the trustees may grant up to five percent of the number of
Trust units outstanding from time to tlme to trustees, officers, employees of, or providers of services to the
Trust. Currently there are 3.3 mrlhon performance units issuable under the Performance Unit Incentive
Plan. The majority of these performance units vest over a period of three years. The number of Trust
units ultimately issued under the Performance Unit Incentive Plan is dependant on our performance
relative to our peers and other performance criteria. The Trust granted 515,716 performance units (net of
cancelled and exercised performance units) during the first three months of 2006. We have recorded
compensation expense and contrlbuted surplus of $0.4 million in the first quarter of 2006 based on the
estimated fair value of the outstandlng performance units on the date of grant.

CASH DISTRIBUTIONS r\
In the first quarter, we continued to pay distributions of $0.15 per unit per month. We paid out a total of 65

percent of the cash flow generated in

Our capital program is financed fror
facility if required. The key drivers of
commodity prices and production.

ithe period. The remaining cash flow was applied against debt.

n the residual cash flow and additional draw-downs on the bank
our cash flow, as is generally the case with other energy trusts, are
Since Esprit’s production is heavily weighted to natural gas (74

percent in the quarter), natural gas pr ices have a significant effect on our cash flow. In the event that oil
and natural gas prices are higher than anticipated and a cash surplus develops in a quarter, the surplus
may be used to increase dlStl’IbutIOl’lS“ reduce debt, and/or increase the capital program. In the event that
oil and natural gas prices and/or production are lower than expected, we may decrease distributions,
increase debt or decrease the capita program. We regularly review our distribution policy in the context
of the current commodity price environment and production levels.

At Esprit, we pay distributions montr‘ly, to unitholders of record on the last business day of the month
Distributions are paid on the 15™ of tr‘e following month or the following business day where the 15" falls
on a weekend. The Board of Trustee”s determines the amount of the distribution after considering factors
such as the commodity price envrronment production levels and the amount of capital expenditures to be

funded from cash flow.

We expect that approximately 20 percent of the 2006 distributions will represent a tax efficient return of
capital to Canadian unitholders and will reduce the adjusted cost base of the trust units held by

unitholders.
U.S. tax rules. The taxable portion of
accumulated earnings in accordance

were dividends that were “Qualifyin

For unitholders resident in the United States, taxability of distributions is calculated using

the monthly distribution is calculated annually based on current and
with U.S. tax law. In 2005, 65.28 percent of the 2005 distributions
g Dividends”. The remaining 34.72 percent was a tax-deferred

reduction to the cost of the units for ta“x purposes.

OUTLOOK

Although commodity prices remained
they did soften somewhat from the le
winter which resuited in high levels of
prices at AECO reflected these condit

high in the first quarter of the year compared to historical averages,
els experienced in the fourth quarter of 2005. A warmer than usual
natural gas storage impacted natural gas prices during the quarter,

ons contracting 21 percent during the quarter.

Natural gas prices in the coming montuhs will be dependent on air conditioning demands, hurricane activity
and the geo-political impact on energy commodity markets. We anticipate the softness in natural gas
prices we have experienced in the first quarter to continue for another few months and then to rebound as
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we move toward the heating season

Exemption Number

82-34890

once again. As we have done in the past, we expect to continue our

commodity price risk management pQIicy, looking for opportunities to optimize our sales prices and to limit

the volatility in our cash flow. ‘

Given these expectations for commibdity prices and our ongoing hedging program we are comfortable
with our ability to maintain our current distribution level.

We remain confident that we can me
our business plan.

2006 Guidance 1
Production |
Operating costs " |
General and administrative costs |
Capital expenditures T

$63 million |

M Operating costs are currently under review;

We have demonstrated solid perform
a growing number of opportunities an

QUARTERLY OPERATING RESUL1
(in thousands of dollars, except per u

et our production guidance for 2006 and are committed to executing

16,750 to 17,350 boe per day
$8.50 per boe
$1.85 per boe

please refer to comments elsewhere in this report

ance over the past two quarters. Our asset base is providing us with
d we believe Esprit has a very bright future ahead.

S

nit amounts)

NVE1S

2006 | 2005 2004
Q1 Q4 Q3 Q2 Q1 Q4 Q3® Q2

Oil and gas revenue 87,600 | 104,783 83,031 57,382 42,638 | 44,419 46,351 48,651
Net earnings 19,592 | 25,052 22,465 15,906 11,029 | 12,179 (185) 8,421
Cash flow 45,933 | 56,149 45,143 30,504 22,458 | 23,791 13,880 25,513
Net earnings per unit — 0.30 0.38 0.35 0.28 0.27 0.31 (0.01) 0.21
basic

Net earnings per unit — 0.29 0.37 0.34 0.27 0.27 0.29 (0.01) 0.21
diluted

Cash flow per unit — 0.69 0.86 0.70 0.54 0.56 0.60 0.34 0.64
basic

Cash flow per unit - 0.63 0.78 0.64 0.52 0.53 0.56 0.34 0.63
diluted

() A loss was recorded in the period as aresu

t of $8.3 million of transaction costs incurred relating to the transformation to a Trust.

OTHER INFORMATION ON THE TR

|
usT

Other information concerning the Wrust, including the Annual Information Form, can be located at
www.sedar.com under the profile Esqrit Energy Trust or at Esprit’s web site at www.eee.ca

Reader’s Advisory:
[ ]

L ]
on the basis of 6 mcf equals

Certain comparative amounts
In accordance with Ni 51-101 all numbers stated in barrel of ¢il equivalent have been converted

\
L
have been reclassified to conform to current period presentation.

boe, unless otherwise stated.
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Esprit Energy Trust
Consolidated Balance Sheets
(unaudited)

(Stated in thousands of dollars)

Assets

Current assets [
Accounts receivable
Prepaid expenses

Property, plant and equipment, net |

Goodwill

Deferred financing charges, net H

|
Liabilities l
Current liabilities
Accounts payable and accrued lia
Unitholder distributions payable

Bank loan note 2)

Convertible debentures (note 3)

Asset retirement obligations

bilities

Future income taxes |
|
I

Non-controlling interest ote ) |

Unitholders’ equity
Unitholders’ capital (Note 5)

Contributed surplus (Note 5)
Accumulated cash distributions (Note 7)
Retained earnings

|
Total unitholders’ equity |
|
|

See accompanying notes to consolidated financial statements

H

Equity component of convertible debentures (Note 3)

Exemption Number
82-34890

March 31, December 31,
2006 2005

$ 29,565 43,433
6,323 7,684

35,888 51,117
738,187 763,191
147,622 147,622

3,744 3,933

$ 925,441 965,863
$ 39,245 61,954
9,961 9,948

49,206 71,902

135,231 144,239
93,964 93,866

24,838 24,059
114,023 113,982
417,262 448,048

6,258 6,280

618,222 617,862

2,090 2,090

2,938 2,638
(143,991) (114,125)
22,662 3,070

501,921 511,535

$ 925,441 965,863
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Esprit Energy Trust i Exemption Number
Consolidated Statements of Earnings and Retained Earnings (Deficit) 82-34890

For the three months ended March 31,
(unaudited)

(Stated in thousands of dollars, except per unit amounts)

! 2006 2005
Revenue ‘
Qil and gas i $ 87600 § 42638
Royalties ’\ (21,594) (10,190)
Other income 891 -
‘ 66,897 32,448
Expenses :
Operating " 13,907 7,412
Depletion, depreciation and amomzatlon 25,173 10,186
General and administrative ‘ 3,037 1,573
Interest and financing (ote 8) \ 3,688 884
Accretion of asset retirement obhgatlon 438 193
Unit-based compensation | 430 430
Other \ - 17
| 46,673 20,695
!
Earnings before income taxes and non-wAtrolling interest 20,224 11,753
|
|
Income taxes I
Capital tax }1 310 96
Future ; 66 70
] 376 166
Earnings before non-controlling interest ‘ 19,848 11,587
Non-controlling interest (Note 4) | 256 558
Net earnings for the period | 19,592 11,029
Retained earnings (deficit), beginning of period 3,070 (71,382)
Retained earnings (deficit), end of penoc‘i $ 22,662 § (60,353)
‘\
Net earnings per unit - Basic i 0.30 0.27
- Diluted | 0.29 0.27

See accompanying notes to consolidated financial statements
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Esprit Energy Trust

Consolidated Statements of CashH Flows Exemption Number

For the three months ended March 31, §2-34890
(unaudited) ‘3
(Stated in thousands of dollars) 3}
| 2006 2005
!
Operations !
Net earnings for the period ‘i $ 19,592 $ 11,029
Items not involving cash ‘;
Depletion, depreciation and amortization 25,173 10,186
Unit-based compensation W 430 430
Accretion of asset retirement oblulgation 438 193
Accretion of convertible debentures 98 -
Amortization of deferred flnancar{g charges 189 -
Future income taxes ‘ 66 70
Non-controlling interest “ 256 558
Asset retirement expenditures :i (309) (10)
‘ 45,933 22,456
Changes in non-cash working capltal from operations (7,771) (3,801)
38,162 18,655
Financing ‘
Distributions ‘ (29,866) (16,892)
Change in unitholder dlstnbutlonus payable 13 12
(Decrease) increase in bank loans (9,008) 6,291

Plan of arrangement costs and gther

(115)
(38,861)  (10,704)

Investments ‘
Exploration and development ex‘pendltures (15,428) (10,454)
Property dispositions 16,000 (30)
Office equipment and other (162) (58)
Changes in non-cash working capital f“om investments 289 2,591
‘ 699 (7,951)
Change in cash “ - -
Cash, beginning of period { - -
Cash, end of period $ - 3 -
Supplementary cash flow information
Cash taxes paid $ 480 $ 340
Interest paid $ 1,766 $ 872

See accompanying notes to consolidated financial statements
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‘! Exemption Number

82-3
NOTES TO CONSOLIDATED FIHNANCIAL STATEMENTS 4890
March 31, 2006 and 2005 |
(unaudited)

(thousands of dollars, unless otherW|se indicated)

|
1. BASIS OF PRESENTATION

The unaudited interim consolidated financial statements include the accounts of the Trust and its
subsidiaries and have been pﬁepared by management in accordance with accounting policies
generally accepted in Canada. [The unaudited interim consolidated financial statements have been
prepared following the same accountmg policies and methods of computation as the audited
consolidated financial statements for the fiscal year ended December 31, 2005. The disclosures
included below are incremental to those included with the annual consolidated financial statements.
These interim consolidated flnanfslal statements should be read in conjunction with the consolidated
financial statements and the notes thereto in the Trust’s annual report for the year ended December

31, 2005. \

2. BANK LOAN H

The Trust has a $280 million crldit facility with a syndicate of five Canadian chartered banks. The
credit agreement provides for an‘ extendible revolving term and is secured by a $500 million demand
debenture and a first floating charge on all petroleum and natural gas assets of the Trust. The interest
rate paid on the utilized portion of the facility for the quarter was approximately 4.5 percent (2005 -
3.6 percent). The facility is fuIIyH revolving untit May 31, 2006 and may be extended at the mutual
agreement of the Trust and its Ienders for an additional year. If the credit facility is not extended, a
balloon payment is required on June 1, 2007.

|

The Trust has no debt denommated in a foreign currency.

II
3. CONVERTIBLE DEBENTURES

On July 28, 2005, the Trust issued $100 million principal amount of 6.5 percent convertible extendible
unsecured subordinated debentures for net proceeds of $96 million. The Debentures bear interest
from the date of issue, which is pald semi-annually in arrears on June 30 and December 31 in each
year. Debentures have a face value of $1,000 and are convertible at the option of the holder at any
time into fully paid trust units at a conversion price of $13.85 per unit. The Debentures mature on
December 31, 2010. After Dece’nber 31, 2008, the Trust may elect to redeem all or a portion of the
outstanding Debentures at a price of $1,050 per debenture or $1,025 per debenture after December

31, 2009. At March 31, 2006, theH principal amount outstanding on the Debentures is $95.9 million.

The Debentures have been clas~smed as debt net of the fair value of the conversion feature at the
date of issue, which has been classmed as part of unitholders’ equity. The debt portion will accrete
up to the outstanding principal balance at maturity. Issue costs have been classified as deferred
financing charges and are bemg\ amortized over the term of the Debentures. The accretion of the
debt portion, amortization of |ssue costs and the interest cost are expensed within “Interest and
financing” in the consolidated statement of earnings. If Debentures are converted into units, that
portion of the value of the conversmn feature within unitholders’ equity will be reclassified to trust
units along with the principal amount converted.
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\
The following table sets forth al reconciliation of the Debenture activity for the three-month period
ended March 31, 2006: !

($000s) ;1 Debt Equity

| Portion Portion Total
Balance, December 31, 2005 | $ 93,866 $ 2,090 $ 95,956
Accretion \ 98 - 98

l
\
Conversion to trust units !
I

Balance, March 31, 2006 $ 93,964 $ 2,090 $ 96,054

4. NON-CONTROLLING INTEI"{EST

Upon the conversion to a Trust qn October 1, 2004, Canadian residents were issued exchangeable

shares of the Company, rather ‘than trust units, if they so elected. Exchangeable shares of the
Company are exchangeable at the option of the holder at any time, based on the exchange ratio,
into trust units at the option of trﬂwe holder. The exchange ratio is increased monthly based on the
cash distributions paid and the volume- -weighted average market trading price over the five days
ending on the distribution recorc{i date. Cash distributions are not paid on exchangeable shares.
Exchangeable shares are classified as non-controlling interest on the balance sheet and their
portion of net earnings is reflected as non-controlling interest on the statement of earnings. Upon
conversion, that portion of the “non -controlling interest represented by the exchangeable shares
exchanged for trust units is rerr“:wved from the non-controlling interest and added to unitholders’
capital. At March 31, 2006 there were 430,243 exchangeable shares outstanding which could be
exchanged for 520,663 trust unlt$.

|
On October 1, 2007, the Trusti will issue trust units in exchange for all remaining outstanding

exchangeable shares based on the then applicable exchange ratio.

The following table summaries th}[e changes in the non-controlling interest during the period:

| March 31, December 31,

($000s) | 2006 2005
Non-controlling interest, beginnin”g of period $ 6,280 $ 15,731
Exchanged for trust units 1‘ (278) (11,879)
Current period net earnings attri Hutable to non-controlling interest 256 2,428
Non-controlling interest, end of pgriod $ 6,258 $ 6,280
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5. UNITHOLDERS' CAPITAL | 82-34890

(a) Issued and Outstanding }‘

! March 31, 2006 December 31, 2005

($000s) i Number Number

(number of units — thousands) | of Units Amount  of Units Amount
Balance, beginning of period ‘i 66,358 $617,862 40,183 $ 298,726
Plan of Arrangement and trust unit issuance costs - - - (338)
Fair value of trust units issued onlacquisition of

Resolute Energy Inc. - - 24,078 301,332
Units issued on conversion of exchangeable shares 44 278 1,797 12,521
Step purchase on exchangeable shares - (48) - 1,406
Units issued on conversion of 6. 5‘ percent convertible

debenture - - 300 4,215
Units issued on exercising of perfhormance units 11 - - -
Transfer to equity from contrlbutqd surplus - 130 - -
Conversion of post-arrangement entitiements to units 3 - - -
Balance, end of period 66,416 $618,222 66,358 $ 617,862

\
(b) Per Unit Amounts T‘
Basic per unit amounts are calcu ated using the weighted average number of units outstanding during
the period. Diluted per unit amounts include the dilutive effect of convertible debentures and
exchangeable shares using the “lf converted” method. The dilutive effect of performance units is
included using the fair value method An adjustment to the numerator of diluted earnings per share
calculation was required to prov1de for the earnings ($0.2 million for the three-month period ended
March 31, 2006) attributable to the non-controlling interest and the interest on the convertible
debentures ($1.5 million for the th‘ree -month period ended March 31, 2006).

The following table summarizes t‘"ne trust units used in per unit calculations:

Three months ended

March 31,
(number of units — thousands) l 2006 2005
Weighted average number of units outstanding - basic 66,388 40,178
Effect of performance units “ 974 50
Trust units issuable on conversnon of exchangeable shares 537 2,084
Trust units issuable on conversmn of debentures 6,921
Weighted average number of units outstanding — diluted 74,820 42,312

(c) Contributed Surplus
!
The following is a schedule outlin‘ ng the components within contributed surplus:

March 31, December 31,

($000s) 2006 2005
Contributed surplus, beginning of period $ 2,638 $ -
Unit based compensation 430 2,638
Conversion of performance units {130) -
Contributed surplus, end of period $ 2,938 $ 2,638
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6. UNIT BASED COMPENSATION PLAN 82-34890
(number of units — thousands)

Balance, December 31, 2005 465
Granted 584
Exercised i (11)
Cancelled ‘ (58)
Balance, March 31, 2006 980

The Trust has implemented a PHen‘ormance Unit Incentive Plan (the “Plan™). Under the Plan, the
Trustees may grantup to 5 perce“nt of the number of units outstanding (including trust units issuable
upon the exchange of exchangeable shares) from time to time to Trustees, officers, employees of,

or providers of services to the Trust. Performance units will vest over a period of one to three years

and result in the issuance of a m:‘meer of trust units (the actual number of units is determined by a
performance factor). The performance factor is established based on the Trust’'s performance

relative to its peers. ‘

The fair value of performance units is estimated at the time they are granted and expensed over the
vesting period. The fair value of| the performance units granted for the three-month period ended
March 31, 2006, was approximately $1.6 million. For the three-month period ended March 31, 2006,
unit-based compensation expense of $0.4 million (2005 — $0.4 million) was recorded in the
statement of earnings with a corresponding increase to contributed surplus. The contributed surplus
balance is transferred to equity when the units are ultimately issued.

7. DISTRIBUTIONS ‘\

The Trust pays distributions to tr#e unitholders of record at the end of each month. Payments are
made on the 15™ day of the foll?wing month or the next business day where such date falls on a

weekend or holiday. For the t?ree-month period ended March 31, 2006, the Trust declared
distributions of $0.15 per unit permonth.

|

h Three Months Ended
‘1 March 31,

($000s — except per unit amounts ) 2006 2005
Cash distributions ‘ $ 29,866 $6,892
Accumulated cash distributions, beginning of period 114,125 16,788
Accumulated cash distributions, end of period $ 143,991 $23,680
Cash distributions per unit *"’ $ 0.45 $0.42
Accumulated cash distributions per unit, beginning of period 2.13 0.42
Accumulated cash distributions per unit, end of period $ 2.58 $0.84
T Represents the sum of the distributions declared on each trust unit during the period.

I

|
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8. INTEREST AND FINANCIN(

W

The following is a schedule outlining the components within interest and financing charges:

Three Months Ended

‘ March 31,
($000s) 2006 2005
Interest on bank loans $ 1,865 § 884
Interest on Debentures 1,536
Amortization of Debenture issue costs 189 -
Accretion on debt portion of Debéntures 98 -
Total interest and financing charges $ 368 § 884

|
|

9. FINANCIAL INSTRUMENTS
(a) Commodity Contracts
The Trust enters into commodlty‘ price derivative contracts to reduce the impact of volatile commodity
prices. The following contracts were in place at March 31, 2006:
Notional Physical/
Natural Gas Contracts Volumes GJ/d __ Financial Term Average Price
AECO Fixed Price 12,500 Financial April 1/06 — Oct. 31/06 $8.87
AECO Fixed Price 2,500 Physical April 1/06 — Oct. 31/06 $9.05
AECO Collar 2,500 Financial April 1/06 — Oct. 31/06 $7.50-10.10
AECO Collar 2,500 Financial April 1/06 — QOct. 31/06 $8.00-10.25
AECO Collar 2,500 Financial April 1/06 — Oct. 31/06 $9.50-13.00
Notional
Volumes Price
Crude Contracts Bbl/d Type Term {$Cdn./bbl)
WTI Nymex Fixed Price -
CAD 650 Financial Nov. 1/05 - Oct. 31/08 $71.50

As at March 31, 2006, the Trust would have realized a gain of approximately $4.4 million (2005 — loss
of approximately $2.9 million) had all commodity hedging contracts been closed out. At April 27,
2006 the gain that would have r‘esulted from closing all of Esprit's contracts would be approximately
$5.4 million.

(b) Fair Value of Financial Instf‘ uments

The carrying value of accounts receivable, prepaid expenses, accounts payable and accrued
liabilities and unitholder distributi‘ons payable approximate their fair value due to their demand nature
or relatively short periods to maturity. The fair value of the bank loan approximates its carrying value
as it bears interest at a floatmg rate. The fair value of the convertible debentures outstanding at

March 31, 2006, was apprOX|mat=ly $103.5 miliion.
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A substantial portion of the Trust’s accounts receivable are with customers and joint venture
partners in the oil and gas industll%y and are subject to normal industry credit risks. The Trust has no
risk. Purchasers of oil, gas and natural gas liquids are subject to

significant concentration of credit
an internal credit review to minimize the risk of non-payment. Commodity price derivative contracts

\

]
are with counterparties that have Envestment grade credit ratings thereby mitigating credit risk.

i
currency fluctuations as oil prices received are referenced to US
ural gas and natural gas liquids prices are influenced by US dollar

The Trust is exposed to foreign l
dollar denominated prices and na
denominated markets. |
‘i
The Trust has no instruments in place at March 31, 2006, (2005 — Nil) to manage the foreign
currency and interest rate exposu"es.
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