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PART1

INFORMATION SENT TO SECURITY HOLDERS

Item 1. Home Jurisdiction Documents
{a) (i)* Offer to Purchase dated October 24, 2006,
{ii)y*  Letter of Transmittal.
(iii)*  Notice of Guaranteed Delivery.

(b) Notice of Extension dated November 30, 2006.

Item 2. Informational Legends

The Offer to Purchase and the Notice of Extension contain the applicable legends.

*  Previously furnished on Form CB on October 25, 2006,
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PART II

INFORMATION NOT REQUIilED TO BE SENT TO SECURITY HOLDERS

Reports or Information Made Publicly Available in Connection with the Transaction but not Disseminated to
" Security Holders

(1) Press Release of Cyries Energy Inc. dated November 30, 2006

Documents Incorporated by Reference into the Home Jurisdiction Documents

Exhibit

1.1*  The annual information form dated March 15, 2006 for the year ended December 31, 2005 including the
business acquisition reports dated September 16, 2005 and October 26, 2005 in connection with the
acquisitions of Devlan Exploration Inc. and 1181608 Alberta ULC, respectively, which are mcorporated by

reference in the annual information form.

1.2* The audited consolidated financial statements, and the related notes thereto, as at December 31, 2005 and
the Auditors’ Report thereon.

1.3*  The management’s discussion and analysis of Cyries Energy Inc.’s financial position-and operating results
for the year ended December 31, 2005.

14*  The management proxy cu‘cular for Cyries Energy Inc.’s annual-and special meeting of shareholders held
on May 16, 2006.

1.5* Unaudited consolidated interim financial statements and the related notes thereto for the six months ended
June 30, 2006 and 2005.

1.6* Management’s discussion and analysis of financial position and operating results for the six months ended
June 30, 2006 and 2005.

1.7*  The material chénge report dated October 13, 2006 with respect to Cyries Energy Inc. and Dual
Exploration Inc. entering into the Acquisition Agreement.

1.8 The maudited consolidated interim financial statements and the related notes thereto as at and for the nine
months ended September 30, 2006 and 2005.

1.9 Management's discussion and analysis of financial position and operating results for the nine months ended
September 30, 2006 and 2005.

*  Previously furnished on Form CB on October 25, 2006,
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PART III

CONSENT TO SERVICE OF PROCESS

(1) A written irrevocable consent and power of attorney on Form F-X was filed by Cyries Energy Inc. with the
Securities and Exchange Commission on October 25, 2006.

2 Not applicable.
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PART IV

After due inquiry and to the best of my knowledge and belief, I certify that the information set
forth in this statement is true, complete and correct.

CYRIES ENERGY

INC
Dated: NovemberZ (2006 W% /

Name: David Gillis
Title: Treasurer

Doc #:NY7:307562.1




EXHIBIT INDEX

INFORMATION SENT TO SECURITY HOLDERS
Offer to Purchase dated October 24, 2006.*

Letter of Transmittal.*

Notice of Guaranteed Delivery.*

Notice of Extension dated November 30, 2006.

INFORMATION NOT REQUIRED TO BE SENT TO SECURITY HOLDERS

Reports or Information Made Publicly Available in Connection with the Transaction but not Pisseminated to
Security Holders

(1 Press Release of Cyries Energy Inc. dated November 30, 2006

Documents Incorporated by Reference into the Home Jurisdiction Documents:

Exhibit

1.1*  The annual information form dated March 15, 2006 for the year ended December 31, 2005 including the
business acquisition reports dated September 16, 2005 and October 26, 2005 in connection with the
acquisitions of Devlan Exploration Inc. and 1181608 Alberta ULC, respectively, which are incorporated by

reference in the annual information form.

1.2* The audited consolidated financial statements, and the related notes thereto, as at December 31, 2005 and
the Auditors’ Report thereon.

1.3* The management’s discussion and analysis of Cyrics Energy Inc.’s financial position and operating results
for the year ended December 31, 2005.

1.4*  The management proxy circular for Cyries Energy Inc.’s annual and special meeting of shareholders held
on May 16, 2006.

1.5*% Unaudited consolidated interim financial statements and the related notes thereto for the six months ended
June 30, 2006 and 2005. :

1.6*  Management’s discussion and analysis of financial position and operating results for the six months ended
June 30, 2006 and 2005.

1.7*  The material change report dated October 13, 2006 with respect to Cyries Energy Inc. and Dual
Exploration Inc. entering into the Acquisition Agreement.

1.8 The unaudited consolidated interim financial statements and the related notes thereto as at and for the nine
months ended September 30, 2006 and 2005.

1.9 Management's discussion and analysis of financial position and operating results for the nine months ended
September 30, 2006 and 2005,

* Previously furnished on Form CB on October 25, 2006.
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PARTI:

' INFORMATION SENT TO SECURITY HOLDERS
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This document is important and requires your immediate attention. If you are in doubt as to how to deal with it, you should consult your financial, legal or
‘other professional advisor. No securities regulatory authority has expressed an opinion about the recurities offered hereunder and it Iz an offence to claim
otherwise. This Offer kas not been approved or disapproved by any securitics regulotory authority nor has any regulatory authority passed upon the
Jfalrness or merits of the Offer or upon the adegquacy of the information contained in this document. Any representation to the contrary is an offence.

November 30, 2006

NOTICE OF EXTENSION

. of the
OFFER TO PURCHASE

all of the outstanding commen shares of

DUAL EXPLORATION INC.
on the basis of

-0.167 of a Common Share of Cyries Energy Inc. for each Common Share of Dual Exploration Inc.

This is a notice of extension (the "Notice™} to the offer by Cyries Energy Inc. ("Cyries” or the "Offeror”) to purchase
all of the issued and outstanding common shares ("Dual Shares™) in the capital of Dual Exploration Inc. ("Dual"), including the
Dual Shares which become outstanding upon exercise of Dual Options and Dual Warrants, set forth in the offer to purchase
dated October 24, 2006 and the accompanying take-over bid circular (the offer to purchase dated October 24, 2006 and the
accompanying take-over bid circular are herein referred to as “Original Offer"). The Offeror hereby gives notice that it is
extending the Original Offer as set forth in this Notice. The Original Cffer, as amended by this Notice, is herein referred to as
the "Offer”. Capitalized terms used herein but not defined in this Notice have the meanings set out in the Original Offer.

THE OFFER HAS BEEN EXTENDED AND IS NOW OPEN FOR ACCEPTANCE UNTIL 5:00 P.M.
(CALGARY TIME) ON DECEMBER 11, 2006 (THE "EXPIRY TIME'), UNLESS FURTHER EXTENDED OR
WITHDRAWN.

On November 30, 2006, Cyries announced that it was extending the Original Offer and delivered notice to
Computershare Investor Services Inc. (the "Depositary™) in respect thereof. Shareholders who have validly deposited and
not withdrawn their Dual Shares need take no further action to accept the Offer. Effective as of 5:00 p.m, (Calgary time)
on November 29, 2006, Cyries took up 30,894,173 Dual Shares, representing approximately 89% of the outstanding Dual
Shares on a diluted basis after the exercise or termination of Dual Options and Dual Warrants, Cyries intends to acquire all of
the Dual Shares not acquired by the Expiry Time pursuant to a Compulsory Acquisition, if available, or pursuant to a
Subsequent Acquisition Transaction.

The board of directors of Dual, after consultation with its legal and financial advisors, and upon receipt of the opinion
from Clarus Securities Inc., kas unanimously approved the Offer, determined that thé Offer is fair, from a financial
point-of view, to holders of Dual Shares and is in the best Interests of Dual and the holders of Dual Shares and
unanimously recommends that holders of Dual Shares ACCEPT the Offer.

Holders of Dual Shares wishing to accept the Offer must properly complete and duly execute the Letter of Transmittal
which accompanied the Original Offer or a manually signed facsimile thereof and deposit it, together with certificates
representing their Dual Shares and all other documents required by the Letter of Transmittal, at the office of the Depositary
shown on the Letter of Transmittal and on the back page of this document, all in accordance with the transmittal instructions in
the Letter of Transmittal. .

Alternatively, a holder of Dual Shares who wishes to deposit such Dual Shares and whose certificates for such Dual
Shares are not immediately available or cannot be delivered by the Expiry Time may deposit certificates representing such

Dual Shares by following the procedure for guaranteed delivery set forth in Sections 2 and 3 of the Original Offer, "Time of
Acceptance” and "Manner of Acceptance”, using the Notice of Guaranteed Delivery which accompanied the Original Offer.

The Depositary for the Offer is: The Informatlon Agent t'or the Offer is:

Computershare
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Questions and requests for assistance may be directed to the Depositary and additional copies of this document,
the Original Offer, the Letter of Transmittal and the Notice of Guaranteed Delivery may be obtained, without charge,
on request from the Depositary at its offices shown In the Letier of Transmittal and the Notice of Guaranteed Delivery
and on the back page of this document. Questions and requests for assistance may also be directed to Georgeson
Shareholder Communications Canada Inc., the Information Agent for the Offer, at 1-866-396-8724.

The Cyries Shares offered pursuant to the Offer involve certain risks. See Section 12 of the Circular, "Risk
Factors" and the risk factors in the documents incorporated by reference therein.

Persons whose Dual Shares are registered in the name of a nominee should contact their broker, investment dealer,
bank, trust company or other nominee for assistance in depositing their Dual Shares to the Offer.

STATEMENTS REGARDING FORWARD-LOOKING INFORMATION

This Notice contains forward-looking statements that are subject to risks and based on a number of assumptions and
other factors. Sce “Statements Regarding Forward-Looking Information™ in the Original Offer.
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NOTICE TO UNITED STATES SHAREHOLDERS

The Offer involves the securities of two Canadian issuers. The Offer is subject to the disclosure
" requirements of Canada, which are different from those of the United States. The Cyries Shares to be issued to
United States Shareholders under the Offer have not been registered under the United States Securities Act of 1933,
as amended (the 1933 Act"), and are being issued to United States Shareholders in reliance on the exemption from
registration set forth in Rule 802 thereof. The solicitation of acceptances of the Offer is not subject to the
requirements of section 14(a) of the United States Securities Exchange Act of 1934, as amended (the "1934 Act”).
The Cyries Shares will not be listed for trading on any Uhited States stock exchange.. Accordingly, the solicitations
and transactions contemplated in the Offer and Circular are made in the United States for securities of a Canadian
issuer in accordance with Canadian corporate and securities laws, and the Offer and Circular has been prepared
solely in accordance with disclosure requirements applicable in Canada. Shareholders in the United States should
be aware that such requirements are different from those of the United States applicable to registration
statemnents under the 1933 Act.

All financial statements incorporated by reference herein and in the Original Offer have been
prepared in accordance with Canadian generally accepted accounting principles and are subject to Canadian
auditing and auditor independence standards. They may not be comparable to financial statements of United
States companies. As a result, the financial statements included and incorporated by reference herein and in
the Original Offer have not been reconciled to U.S. generally accepted accounting principles as may otherwise
be necessary under registration statement requirements of the 1933 Act.

The disposition of Dual Shares and the acquisition of Cyries Shares pursuant to the Offer may
subject holders of Dual Shares to tax consequences both in the United States and Canada, Such consequences
for holders of Dual Shares who are resident in, or citizens of, the United States are not described fully herein.

The enforcement by investors of civil liabilities under the United States federal securities laws may be
affected adversely by the fact that each of the Offeror and Dual were created under the laws of the Province
of Alberta, Canada, that some or all of the officers and directors of the Offeror, Dual and their respective
subsidiaries are residents of Canada, that some or all of the experts named In the Original Offer, or
incorporated by reference therein or herein, are residents of Canada and that all or a substantial portion of
the assets of-the Offeror and Dual and of such persons are located outside the United States. You may not be.
able to sue a Canadian issuer or its officers or directors in a Canadian court for violations of the U.S.
securities laws, It may be difficult to compel a Canadlan issuer and its affiliates to subject themselves to a
U.S. court’s judgment.

. " No broker, dealer, salesperson or other person has been authorized to give any information or make any
representation other than those contained in this document and, if given or made, such information or representation
must not be relied upon as having been authorized by the Offeror or Dual.

You should be aware that the Offeror or its affiliates may purchase securities of Dual otherwise than in
connection with the Offer, such as in the open market or privately negotiated purchases, subject to applicable
Securities Laws. g :

THE SECURITIES OFFERED BY THE OFFEROR PURSUANT TO THE OFFER HAVE NOT
BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES SECURITIES AND EXCHANGE
COMMISSION OR ANY OTHER SECURITIES REGULATORY AUTHORITY NOR HAS THE UNITED
STATES SECURITIES AND EXCHANGE COMMISSION OR ANY OTHER SECURITIES
REGULATORY AUTHORITY PASSED UPON THE ACCURACY OR ADEQUACY OF THIS
DOCUMENT. ANY REPRESENTATION TO THE CONTRARY'IS A CRIMINAL OFFENSE.

IN THE EVENT THAT THE OFFEROR TAKES UP DUAL SHARES DEPOSITED PURSUANT
TO THE OFFER, ALL DUAL SHAREHOLDERS WHO ARE "NON-QUALIFIED PARTIES" (AS
DEFINED BELOW) SHALL HAVE THE CYRIES SHARES OTHERWISE DIRECTLY ISSUABLE TO
THEM PURSUANT TO THE OFFER ISSUED INSTEAD ON THEIR BEHALF TO COMPUTERSHARE
INVESTOR SERVICES INC. OR SUCH OTHER AGENT AS MAY BE DESIGNATED BY THE
OFFEROR (HEREINAFTER REFERRED TO AS A "SELLING AGENT") WHICH SHALL, AS AGENT
FOR SUCH NON-QUALIFIED PARTIES, AS EXPEDITIOUSLY AS IS COMMERCIALLY
REASONABLE THEREAFTER, SELL ALL SUCH CYRIES SHARES THROUGH THE FACILITIES OF
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THE TORONTO STOCK EXCHANGE AND PAY THE NET PROCEEDS OF SUCH SALES, AFTER
DEDUCTION OF BROKERAGE SALES COMMISSIONS AND ANY OTHER RELATED EXPENSES OR
ANY APPLICABLE WITHHOLDING TAXES, TO SUCH NON-QUALIFIED PARTIES. “NON-
QUALIFIED PARTIES" MEANS RESIDENTS OF THE JURISDICTIONS OF ARIZONA, ARKANSAS,
COLORADO, CONNECTICUT, DELAWARE, DISTRICT OF COLUMBIA, FLORIDA, GEORGIA,
GUAM, HAWAILL ILLINOIS, INDIANA, LOUISIANA, MARYLAND, MASSACHUSETTS, MINNESOTA,
MISSISSIPPI, NEW JERSEY, NORTH CAROLINA, NORTH DAKOTA, OKLAHOMA, OREGON,
PUERTO RICO, TENNESSEE, TEXAS, UTAH, WEST VIRGINIA, WISCONSIN AND WYOMING WHO
DO NOT QUALIFY AS EXEMPT INSTITUTIONAL INVESTORS IN SUCH US. JURISDICTIONS.

ALL NON-QUALIFIED PARTIES MUST NOTIFY THEIR BROKER, FINANCIAL ADVISOR,
FINANCIAL INSTITUTION OR OTHER NOMINEE THROUGH WHICH THEIR DUAL SHARES ARE
HELD OF THEIR STATUS AS A "NON-QUALIFIED PARTY". FAILURE BY A NON-QUALIFIED
PARTY TO INFORM THEIR BROKER, FINANCIAL ADVISOR, FINANCIAL INSTITUTION OR
OTHER NOMINEE THROUGH WHICH THEIR DUAL SHARES ARE HELD OF THEIR STATUS AS A
"NON-QUALIFIED PARTY" PRIOR TO THE EXPIRY TIME WILL BE DEEMED TO BE A
CERTIFICATION THAT SUCH DUAL SHAREHOLDER IS NEITHER A RESIDENT OF A SUBJECT
STATE OR IS SUCH A RESIDENT AND IS AN “INSTITUTIONAL INVESTOR" WITHIN THE
MEANING OF THE SECURITIES LAWS AND REGULATIONS OF THE SUBJECT STATE OF WHICH
IT IS A RESIDENT.

All Cyries Shares which the Selling Agent is required to sell will be pooled and sold as soon as practicable
on the TSX. Thereafter, the Selling Agent will forward to each person whose Cyries Shares have been sold a
cheque in Canadian dollars in an amount equal to such person's pro rata interest in the proceeds of sale of all Cyries
Shares so sold by the Selling Agent (net of all applicable brokerage sales commissions, any other related expenses in
respect of such sales and any applicable withholding taxes). In effecting the sale of any Cyries Shares, the Selling
Agent will exercise its sole judgment as to the timing and manner of sale and will not be obligated to seck or obtain
a minimum price. Neither the Offeror nor the Selling Agent will be liable for any loss arising out of any sale of such
. Cyries Shares relating to the manner or timing of such sales, the prices at which Cyries Shares are sold or otherwise.
The sale price of Cyries Shares sold on behalf of such persons will fluctuate with the market price of the Cyries
Shares and no assurance can be given -that any particular price will be received upon any such sale. Dual
Shareholders who are resident in jurisdictions in which Cyries Shares may not be lawfully delivered, and who desire
certainty with respect to the price to be received for their Dual Shares, may wish to consult their advisors.

: NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED
STATUTES WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS
EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE
CONSTITUTES A FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT FILED
UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT
NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A
TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE
MERITS OR QUALIFICATIONS OF OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON,
SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY
PROSPECTIVE PURCHASER, CUSTOMER, OR CLIENT ANY REPRESENTATION INCONSISTENT
WITH THE PROVISIONS OF THIS PARAGRAPH.

CURRENCY AND EXCHANGE RATES

All dollar references in the Offer and the Circular are in Canadian dollars, unless otherwise indicated.

This document does not constitute an offer or a solicitation to any person in any jurisdiction in which
such offer or solicitation is unlawful. The Offer is not being made to, nor will deposits be accepted from or on
behalf of, holders of Dual Shares in any jurisdiction in which the making or acceptance thereof would not be
In compliance with the laws of such jurisdiction. However, the Offeror may, in its sole discretion, take such
actlon as it may deem necessary to extend the Offer to holders of Dual Shares in such jurisdiction.

-2.

CYRIES 11 of 38




NOTICE OF EXTENSION

TO: THE SHAREHOLDERS OF DUAL EXPLORATION INC.

By this Notice and by notice provided to the Depositary, the Offeror is amending the Original Offer by
extending the time during which the Offer is open for acceptance. Except as otherwise set forth in this Notice, the
information, terms and conditions in the Original Offer continue to be applicable in all respects and this Notice
should be read in conjunction therewith.

1. Extension of the Offer

‘The Offeror has amended the Original Offer by extending the time during which the Offer is open for
acceptance from 5:00 p.m. (Calgary time) on November 29, 2006 to 5:00 p.m. {(Calgary time) on December 11,
2006. Accordingly, the definition of Expiry Date in the Offer has been amended to mean 5:00 p.m. (Calgary time)
on December 11, 2006, unless the Offer is extended (pursuant to Section 5 of the Offer, "Extension and Variation of
the Offer”), in which event the Expiry Date shall mean the latest date on which the Offer as so extended expires,

2. Recent Developments

Effective as of the Initial Expiry Time of 5:00 p.m. (Calgary time) on November 29, 2006, Cyries took up
30,894,173 Dual Shares, representing approximately 89% of the outstanding Dual Shares on a diluted basis after the
exercise or termination of Dual Options and Dual Warrants, The Offeror intends to acquire all of the Dual Shares
not acquired by the Expiry Time pursuant to a Compulsory Acquisition, if available, or pursuant to a Subsequent
Acquisition Transaction.

. On November 9, 2006, Cyries completéd the pubhc offering of 2,530,000 Cyries Shares at a price of
$12.50 per share. The net proceeds of this offering of approximately $30 million will be used to fund the Offeror's
capital expenditure program likely focussed in the Gold Creek, Rainbow Lake, Hotchkiss, Knopcik and Judy Creek
areas of northwestern Alberta.

In addition, on November 9, 2006, Cyries issued a press release announcing its third quarter financial
results for the nine months ended September 30, 2006. The unaudited consolidated interim financial statements and
the managcment's discussion and analysis of financial position and operating results for the nine months ended
September 30, 2006 were subsequently filed with the securities regulatory authorities in each of the provinces of
British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, Québec, Nova Scotia and Newfoundland and
Labrador on November 14, 2006. See Section 7 of this Notice, "Documents Incorporated by Reference”.

3. Time for Acceptance

The Offer is open for acceptance until, but not later than, 5:00 p.m. (Calgary time) on December 11, 2006,
or until such time and date to which the-Offer may be extended by the Offeror at its discretion (subject to the
Acquisition- Agreemcnt) unless thhdrawn by the Offeror. See Section 2 of the Original Offer, "Time for
Aoccptancc :

4. Manner of Acceptance

Dual Shares'may be deposited to the Offer in accordance with the provisions set forth in section 3 of the
Original Offer, "Manner of Acceptance”.

5. Take-up and Payment for Deposited Dual Shares
" Dual Shares which have not already been deposited pursuant to the Offer may be deposited at the offices of

the Depositary shown in the Letter of Transnuttal and on the last page of this document at or prior to 5:00 p.m.
(Calgary time) on December 11, 2006.
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The Offeror has taken up the Dual Shares validly deposited under the Offer and not withdrawn as set forth
in Settion 6 of the Original Offer, "Take-up and Payment for Deposited Dual Shares”. The Offeror will pay for the
Dual Shares taken up as of the Initial Expiry Time as soon as possible, and in any event not later than three Business
Days after taking up such Dual Shares. Dual Shares deposited in acceptance of the Offer following the Initial Expiry
Time will be taken up and paid for in accordance with applicable securities legislation.

6. - Withdrawal of Depasited Dual Shares

_ Shareholders have the right to withdraw Dual Shares deposited pursuant to the Offer under circumstances
and in the manner described in Section 7 of the Original Offer, "Withdrawal of Deposited Dual Shares”.

7. Documents Incorporated by Reference

Since the Offer and Circular were delivered to Shareholders, the following documents of the Offeror have

- been filed with the securities regulatory authorities in each of the provinces of British Columbia, Alberta,

Saskatchewan, Manitoba, Ontario, Québec, Nova Scotia and Newfoundland and Labrador and are spccnfically
incorporated by reference mto, and form part of, the Circular:

(a} the unaudited consolidated interim financial statements and the related notes thereto as at and for the nine
months endcd September 30, 2006_a_nd 2005; and

(b)  management’s discussion and analysis of financial position and operaung results for the nine months ended
September 30, 2006 and 2005.

Copies of the documents mcorporatcd by reference in this. Notice and in the Circular may be obtained on
request without charge from the Chairman and Chief Exccutive Officer of Cyries at Cyries Energy Inc., 3200, 500 -
4th Avenue S.W., Calgary, Alberta, T2P 2V6 or by telephone at (403) 262-9609. Copies of documents incorporated
by reference or forming part of the permanent information record may be obtained by accessing the website of the

. Canadian sccuntles regulatory authontlcs located at www.sedar.com.

8. Consequential Amendments to Offer, Circular, Letter of Transmittal and Notice of Guaranteed
Dellvery

Consequential amendments in accordance with this Notice are deemed to be made where required to the
Offer, the Circular, the Letter of Transmittal and the Notice of Guaranteed Delivery. 'Without limiting the generality
of the foregoing, such amendments include the amendment to the Letter of Transmittal and Notice of Guaranteed
Delivery to refer to 5:00 p.m. (Calgary time) on December 11, 2006 as the Expiry Time. Except as varied hereby,
all terms of the Original Offer remain in effect, unamended.

-9, Statutory Rights-

Securities legislation in certain of the provinces and territories of Canada provides Dual security holders
with, in addition to any other rights they may have at law, rights of rescission or to damages, or both, if there is a
"misrepresentation in a circular or notice that is required to be delivered to such security holders. However, such
rights must be exercised within prescribed time limits. Security holders should refer to the applicable provisions of
the securities legislation of their province or temritory for particulars of those rights or consult with their legal
advisers.
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APPROVAL AND CERTIFICATE

The contents of this Notice have been approved, and the sending, commaunication or delivery thereof to the
Shareholders has been authorized, by the Board of Directors of the Offeror.

The Original Offer, as amended by this Notice, contains no untrue statement of a material fact and does not
omit to state a material fact that is required to be stated or that is necessary to make a statement not misleading in
light of the circumstances in which it was made. In addition, the foregoing does not contain any misrepresentation
likely to affect the value or the market price of the securities which are the subject of the Offer within the meaning
of the Securities Act (Quebec).

Dated: November 30, 2006

CYRIES ENERGY INC.
(Signed) DONALD F. ARCHIBALD : (Signed) ERIN P. THORSON
Chairman and Chief Executive Officer Chief Financial Officer and Coantroller

On behalf of the Board of Directors

(Signed) GARY C. PEDDLE (Signed) DOUGLAS A. DAFOE
Director Director
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The Depositary for the Offer is:

~ Computershare

By Registered Mail, Hand or Courier:

Computershare Investor Services Inc.
100 University Avenue, 9" Floor
Toronto, Ontario M5J 2Y1
Attention: Corporate Actions

Computershare Investor Services Inc.
600, 530 - 8" Avenue S.W.
Calgary, Alberta T2P 358

Attention: Corporate Actions

By Mail:
Computershare Investor Services Inc.
P.O. Box 7021
31 Adelaide Street East

Toronto, Ontario M5C 3H2
Attention: Corporate Actions

Toll Free Telephone (within Canada and the U.S5.): 1-800-564-6253

Email; corporateactions @computershare.com

The Information Agent for the Offer is:

B i B )
ARG SR Ol K

Georgeson Sharcholder Communications Canada Inc.
100 University Avenue
11* Floor, South Tower
Toronto, Ontaric M5J 2Y1

Telephone: 1-866-396-8724

Any questions and requests for assistance may be directed by holders of Dual Shares to the
Depositary or the Information Agent at the telephone numbers and locations set forth above.

-6-
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Reports or Information Made Publicly Available in Connection with the
Transaction but net Disseminated to Security Holders
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November 30, 2006
#14-2006

NEWS RELEASE
CYRIES ENERGY INC. ACQUIRES APPROXIMATELY 89% OF DUAL EXPLORATION INC.

CALGARY, ALBERTA - Cyries Energy Inc. ("Cyries") (CYS - TSX) announces today that it has acquired
approximately 89% of the outstanding shares (calculated on a diluted basis} of Dual Exploration Inc. ("Dual")
{DLX - TSX) in exchange for 0.167 of a Cyries share for each Dual share pursuant to its offer and takeover bid
circular dated October 24, 2006.

The initial expiry time for the offer by Cyries to acquire the Dual common shares was 5:00 p.m. on November 29,
2006. Al of the conditions to the offer by Cyries have been satisfied and Cyries has given instructions to the
depositary to take up all of the Dual common shares deposited to the offer. Cyries will pay for such shares in
accordance with applicable securities laws and the acquisition agreement between Cyries and Dual.

Cyries has extended its offer to 5:00 p.m. (Calgary time) on December 11, 2006 to allow additional time for the
Dual shareholders who have not deposited their Dual common shares to tender their shares to the offer.
Subsequent thereto, Cyries intends to acquire all of the remaining Dual common shares not deposited under the
offer pursuant to the compulsory acquisition procedures, if available, or pursuant to a subsequent acquisition
transaction, and to de-list the Dual common shares from the Toronto Stock Exchange.

For further information, please contact:

CYRIES ENERGY INC.
Donald F. Archibald
Chaimman & C.E.O.
Phone: {403) 262-9609 / Fax: {403) 262-0055

This news release shall not constitute an offer to sell or the solicitation of any offer to buy securities in any jurisdiction. The
-Cyries Energy Inc. common shares have not been nor will be registered under the United States Securities. Act of 1933, and
they may not be offered or sold in the United States absent registration or an applicable exemption from the registration
requirements of such Act.

Centain information included in this press release is forward-fooking. Forward-looking statements regarding possible events,
conditions or results are based on assumptions about future economic conditions and courses of action and include future
orfentated financial information with respect to prospective results of operations, financial position and cash flows of Cyries.
Forward-looking statements may include, without limitation, statements relating to the future financial position, business
strategy, budgets, projected costs, capital expenditures, financial results, taxes and plans and objectives of or involving Cyries
and potential acquisitions. Many of these statements can be idenlified by looking for words such as “believe”, “expects”,
“expecled”, ‘will", “intends”, "projects'. “anticipates”, "estimates”, “continues”, or simifar words.

A!though Cyries believes the expeclations reflected in such forward-looking statements are reasonable, no assurance can be
given that these expectations will prove to be comrect and such forward-looking statements should not be unduly relied upon.

Forward-looking statements are not guarantees of future performance and involve a number of risks and uncertainties some of
which are described in Cyries' annual information form and other continuous disclosure documents. Such forward-fooking
statements necessaﬂly involve known and unknown risks and uncertainties, which may cause Cyries’ actual performance and
financial results in future periods to differ materially from any conclusion, forecast, projection of future performance or results
of operations expressed or implied by such forward-looking statements. Any forward-looking statements are made as of the
date hersof and Cyries does not underiake any obiigation, except as required under applicable faw, to publicly update or
revise such statements to reflect new information, subsequent or otherwise.

NOT FOR DISTRIBUTION TO UNITED STATES NEWSWIRE SERVICES OR FOR DISSEMINATION IN THE
UNITED STATES.
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CONSOLIDATED BALANCE SHEETS

| ‘ i As at September 30, As at December 31,

{3000, unavdited) 2006 2005
Assets - ' '
Current assets
Accounts receivable 28,948
Deposits and prepaid expenses 1,835
30,783
Property and equipment, net /note 4) 265,013
Goodwill 68,434
364,230
Liabilities and shareholders’ equity
Current fiabilities
Accounts payable and accrued liabilities 53,343
Income taxes payable 341
Revolving demand loan frate 6/ 47,249
104,003
Future income tax liability 33,158
Asset retirerfient obligations {note 10) 12,440
Total Eabilities 149,601
Shareholders’ equity
Share capital fnots 7 195,734
Contributed surplus frote 8 2,512
Retained eamings 16,383 . -
214,629
364,230

Ses accompanying notas.

Cn behalf of the Board:
; Ssease o5

9% o2 %

. Lot C (e ¥ -_—
"Donald F. Archibald rederic C. Coles o
Chairman, CEQ & Director . Director s
=

=

S

3
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CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS

THIRD QUARTER 2006 REPORT

—
-y

Three months ended Nine months ended
{$000s, except per share amounts, unaudited) Sa pt, 20, 2006 Sept. 30, 2005 Sept 30, 2005
Revenue ‘ ;g-.,'?‘g it
Petroleum and natural gas sales 1l ' 53,995
Royalties {net of Alberta Royalty
Tax Credit) 12,355
41,640
Otherincome 100
41,740
Expenses
Production 1,184
Transportation 1,602
General and administrative 1,887
Interest nota 5} 4495
Stock compensation 1,458
Depletion, depreciation and accretion 13,957
26,583
Earnings before taxes 15,157 .
Taxes fnota 5)
Cumentincome taxes {recovery) 569
Future income taxes 5,438
6,007
Netearnings 9,150
Retained earnings, beginning of period 1,551
Retained eamings, end of period 10,701
Net earnings per share (nota 9}
Basic ‘ 0.31
Dituted 0.27
Weighted average common shares
outstanding nots 9
Basic 37,285 29,936
Diluted 41,594 33,965
Ses accompanying notes.
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CORSOUIDATED STATEMENTS DF EASH FLOWS

Three months ended Nine months ended

{30003, unaudited) Sept 30,2006 Sept 30,2005  Sept. 30,2006 Sept 30,2005
Operating activities Tﬁ;f o 55 5 i
Netearings i 9,150
Items not affecting cash - :
Depletion, depreciation and accretion J; 13,957
Futureincome taxes b 5,438
Gain oninvestment .
Stock compensation 1,458
Funds generated from operations 30,003
Asset retirement expenditures -
Net changes innon-cash operating
working capital {note 11 2,349
] 18,967 32,352
Financing activities :
Issue of common shares 50,005 10,014
Issue of common shares on exercise
of options 32
Issue of common shares on exercise
"of wammants 33
Shargissue costs {3.485)
Increase/ {decrease] in hank debt 13,145
- 79,739
Investing activities :
Additions to property and equipment {24,140) {64,328}
Plan of amangement {57,062} (57,466)
Dispasition of property and equipment N 558
Net changes in non-cash investing 3y
working capital frota 11) 8,985 | -9,145
(71,843) {112,091)
Changeincash
Cash, beginning of period .
Cash, end of period =
-
See accompanying nofes. :
=
o
o
15
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMERTS

For the three and nine months ended September 30, 2006
fall numbers in thousands excepd per shars smounts, unaudited)

1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICEES

Cyries Energy Inc. {"Cyries”) was incorporated under the Business Corporations Act (Alberta) on May 20, 2004 and
commenced operations July 2, 2004, Cyries is engaged in the exploration, development and production of crude il and natural
gasin the province of Alberta, The Company is traded on the Toronto Stock Exchange under the symbol CYS.

These interim consolidated financiat statements have been prepared by management in accordance with Canadian Generally
Accepted Accounting Principles (GAAP), using the same accounting policies as those set out in note 2 to the consolidated
financial stataments for the year ended December 31, 2005. The disclosures in these interim consolidated financial statements |
are incremental to those included in the annual consolidated financial statements and certain disclosures which are requited to
be included in the notes to the annual consolidated financial statements have been condensed or omitted. The interim
consolidated financial statements should be read in conjunction with the consolidated financial statements for the year ended
December31, 2005.

2. CORPORATE ACQUISITIONS
al Devian Exploration Inc.

On July 1, 2005 Cyries acquired all of the outstanding common shares of Devlan Exploration Ltd. {"Devlan”) pursuant to a Plan of
Arrangement. Devlan shareholders received 0.25 Cyriss common shares for each Devian common share outstanding, for a
total of 8,558.Cyries shares. The business combination was accounted for using the purchase method. As part of the
Arrangement, Devlan transferred certain oil and natural gas properties and $4,500 of debt to a new company, Dual Exploration
Inc. {"Dual”), the shares of which were distributed to shareholders of Devian on the basis of 0.5 of 2 Dual share for each Devian
share outstanding. ’

The acduisition was funded by the issuance of common shares. The trading price ascribed to the common shares of §9.52 per
shareis based on the trading prices of Cyries common shares on the five days following and five days prior to the announcement

of the Arrangement.
Amount

— Consideration:
g Common shares _ $ 81,469
a Transaction costs 372
o= 81,841
= Allocated to:
= Cumentassets 9,602
= Currentliabilities (12,680}
= Bank debt {19,208)
— (22,286)
-
= Property, plant and equipment 70,512
ea Goodwill 49,745
= Assetretirement obligations {3,560}
= Future income taxes {12,570)

' $ 81,84

—
L2
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‘NOTES 1O THE CONSOLIDATED FINANCIAL STATEMENTS

For the three and nine months ended Sepre'mbér 30, 2008
{all numbers in thousands except per share amounts, unaudited)

b) 1181608 Alberta ULC

Pursuant to a share purchase agreement, Cyries acquired all of the outstanding common shares of 1181608 Alberta ULC, a
private ol and natural gas exploration and production company, for cash consideration of $57,000. The acquisition closed on
August 12,2005. The business combination was accounted for using the purchase method,

Amount

Consideration:

Cash . $ 57,000

Transaction costs 93

. : : * 57,093

Property, plant and equipment 54,717

Goodwill 18,689

Assetretirement obligations {1,249)
Future income taxes : {15,064)

: ‘ $ ° 52,003

The results of operations of both companies are reflectedin Cyries' eamings from the respective closing dates.

3. DEPOSITS, PREPAID EXPENSES AND OTHER

September 30,2006 December 31,2005
SRR BT I

Deposits $ 2
Prepaid expenses : 1,608
Other -

$ 1,835

4. PROPERTY, PLANT AND EQUIPMENT |

September 30,2006 December], 2005
£ 14:381 $ 297,048
105
297,151
{32,138)

$ 265,013

Petroleurn and natural gas property and equipment
Other

Accumulated depletion and depreciation
Netbook value

In determining the Company's depletion and depreciation, $20,020 of costs related to unproved properties {2005 - $13,411) and
$14,474 of estimated salvage value {2005 - $15,902) was excluded from the cests subject to depletion. Future development
costs required to complete wells for which proved reserves hﬁve been assigned of $4,711 (2005 - $6,467) were added to the
Company's net book value for purposes of the depletion calculation. The Company does not capitalize corporate general and
administrative expenses.

CYRIES ENERGY INC.

—
v o=
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NOTES TO THE CONSOLIDATED FIRANCIAL STATEMENTS

For the three and nine months ended September 30, 2006
{all numbers in thousands except per shars amounts, unaudited]

5. INCOME TAXES

During the second quarter of 2006, the Federal and Alberta taxation authorities substantially enacted reductions inincome tax
rates for the current and future years. The expected benefit of these rate changes was recorded in the nine month period as a
future income tax recovery of $3,050 and a current tax recovery of $89, '

In the fourth quarter of 2005 the Company recorded current income taxes of $1,798 and interest expense of $607 for the
estimated impact of anincome tax audit. In 2006 the audit was finalized resulting in a reduction to current income tax expense
of $958 and intarest expense of $251 inthe nine month period ended September 30, 2006.

6. REVOLVING DEMAND LOAN

The Company has a demand revolving operating credit facifity provided by a Canadian chartered bank. Qn April 7, 2006, the
borrowing capacity of the credit facility was increased to $120 million from $73 million, The credit facility provides that
bomrowing may be made by way of direct advances or bankers' acceptances. Direct advances bear interest at the bank's prime
lending rate plus a variable rate and bankers' acceptances hear interest at the applicable bankers' acceptances rate plus a
variable rate stamping fee. The variable rate charged by the bank is dependent upon the Company's debt to trailing cash flow
ratio. In the third quarter of 2006, the average interest rate on outstanding borrowings, including stamping fees, was 5.49
percent {September 2005 - 3.69 percent). The credit facility is subject to periadic review and is secured by a $250 million
demand fixed and floating charge debenture over all of the Company’s assets. '

7. SHARE CAPITAL
Authorized

At September 30, 2006, the Company had authorized an unlimited number of common shares, an unfimited number of preferred
shares, 3,988 warrants and 605 Class B performance shares.

Issued

The Company had the following shares outstanding at September 30, 2006:

—
py Numberof

a Common shares shares Amount
= Common shares December 31, 2005 39,265 $ 194,300
= Exercise of stock options ' 24 249
= Exercise of warrants 4 8
=~ Flow-through shareissue 1,827 23,036
= Shareissue costs - {800)
= Tax effect of shareissus costs - 249
- Tax effect of low-through shareissuance - (762}
= Common shares September 30, 2006 41,120 $ 216,280

-
oo
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HOTES TO THE CONSOLIBATED FINANCIAL STATEMENTS

For the three and nine months ended September 3G, 2006
{all numbers in thousands except per shara amounts, unaudited)

_ Number of
Warrants warrants Amount
Balance-December 31, 2005 3,968 $ 1428
Exercise of warrants {4) ) {2}
Balance - September 30, 2006 3,964 $ 1426

Number of

Performance shares performance shares Amount
Balance - December 31, 2006 and September 30, 2006 599 $ 6

On March 2, 2005, Devian issued flow-through shares and committed to spend $2,250 before December 31, 2005 on
expenditures qualifying as Canadian exploration expenditures. Flow-through expenditures on Canadian exploration expenses
waere renounced to subscribers of the flow-through common shares in February. 2006 effective December 31, 2005. The total
flow-through commitment was met in 2005 and there is no outstanding obligation remaining in 2006. The related incoms tax
impact was recorded in the first quarter of 2006.

On July 6, 2006, the Company issued 1,827 flow-through common shares of which 1,225 fiow-through commen shares relate
to Canadian exploration expenses (“CEE Flow-Through Shares”) and 602 flow-through common shares relate to Canadian
development expenditures ("COE Flow-Through Shares”}. The CEE Flow-Through Shares were issued at a price of $13.10 per
share for proceeds of $16,048, while the CDE Flow-Through Share were issued at a price of $11.80 for proceeds of $6,988. CEE
Flow-Through Shares wilt be entitled to renunciation of Canadian exploration expenses from the Company, whereas purchasers
of the CDE Flow-Through Shares will be entitled to renunciation of Canadian development expenses from the Company.

hY

Share capital includes common shares of $216,280, warrants of $1,426 and performance shares of $6 foratotal of $217,712.

8. STOCK-BASEDCOMPENSATION

The Company accounts for its stock based compensation plan {the “Plan”) using the fair value method. Under this method, 2 .
compensation cost is charged over the vesting period for stock options and Class B performance shares with a corresponding

increass to contributed surplus.

Stock option activity related to the Plan was as follows:

Weighted

Number of average
options price (3) .
Balance - December 31, 2005 1,672 10.25 :',_’
Granted 1,785 13.24 —
Exercised {24) 1.30 =
Cancelled {10} 13.42 o
Closing balance , 3,423 11.82 =
The Planis for the benefit of employees, officers and directors. Stock options granted under the Plan vest over a four year period =
with 20 percent of the options vesting immediately upon grant and a further 20 percent vesting upon each anniversary date. The s
options expire, if unexercised, five years from the date of the initial grant. >
19
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NOTES TO YHE CONSOLIDATED FINANCIAL STATEMENTS

For the three and nine months ended September 30, 2006
{all numbers in thousands except per share amounts, unaudited)

The following table provides additionalinformation on the stock options outstanding as at September 30, 2006:

Weighted Weighted
Range of exercise . Number of _average average Options
prices {$/share) options exercise price contractual life exercisable
5.21 - 6.50 41 $ 540 3.0 233
10.40-13.53 2,504 12,45 4.2 686
14.51 - 16.60 388 1471 4.1 84
5.21 - 16,60 3,423 $ 11.82 4.0 1,003

The fair value of each stock option granted for the nine months ended September 30, 2006 was estimated on the date of grant
using the Black-Scholes model. The weighted average fair valug of the stock options granted in the period was $5.02 per share
(2005 - $4.86), using an average risk-free interest rate of 3.18 percent {2005 - 2.80 percent), average volatility of 40 percent
{2005 - 50 percent) and an expectedlife of 4.5 years {2005 - 4.5 years). The Company has not re-priced any stock options.

For the nine month period ended September 30, 2006, $3,613 of expense related to the stock options and $103 of expense
| related to the performance shares is included in stock compensation expense.

The following table reconciles the Company's contributed surplus:

| : Nine months ended
- ) September30,2006  September 30, 2005
| Contributed sumplus - December 31, 2005 ] B $ 365

Stock-based compensation expénse 1,458
Exercise of stock options (15}
Cancellation of stock options .
Carrying amount, end of period 3 1,808
9. PER SHAREAMOUNTS
The fullbwing table details the components of diluted comman shares outstanding:
, Three months ended Nine months ended
i Weighteil average common shares Sept 30,2006 Sept 30,2005  Sept 30, 2006 Sept, 30, 2005
; Basic j g 37,285 39:8, B 29,936
! Warrants 3528 343
Performance shares 538 521
Options 243 95
Diluted 41,594 33,965

The calculation of diluted common shares for the three and nine months ended September 30, 2006 excludes 3,423 (2005 -
1,232) of stock options that are anti-dilutive,

THIRD QUARTER 2006 REPORT
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NOTES T0 THE CONSOLIDATED FINANCIAL STATEMENTS

For the three and nine months ended September 30, 2006
{all numbers in thausands axcept per share amounts, unaudited)

10. ASSET RETIREMENT OBLIGATIONS

The tota! future asset retirement obligations were estimated by management based on the Company’s net ownership interestin
all wells and facilities, estimated costs to reclaim and abandon the wells and facilities and the estimated timing of the costs to
be incurred in future periods. The Company has estimated the net present value of its asset retirement obligations to be
$14,767 as at September 30, 2006 {2005 - $8,183) based on a tatal future liability of $36,526 (2005 - $20,907). Asset
retirement expenditures are expected to ba made over the next 25 years with the majority of costs to be incurred by 2020. The
Company used a credit adjusted risk free rate of Seven percent and an inflation rate of two parcent {2005 - 1.5%) to calculate the
present value of the asset retirement obligations. The following table reconciles the Company's total asset retirement
obligations.

Septembar 30, 2006 i Se ptember 30, 2005

Balance, beginning of ﬁen‘od $ 2519
Increasein liabilities 624
Liabilities settled -
Acquisitions 4,809
Accretion 23
Revisions -
Carmying amount, end of period $ 8183
1. SUPI‘LEMENTAI. CASHFLOWINFORMATION
Three months ended Nine months ended

Changes in non-cash working capital
Accounts receivable
Prepaid expenses and deposits

Se
5,

£, 30,2006 _Sep
SETE36H ¢ (7,586)
(322)

£30,2005 Sept 30,2006  Sept 30, 2005
St $ (5473)
{7954 (325)

Accounts payable and accrued liabilities 18,210 : {8,078 17,292

Net change in hon-cash working capital $ 10,302 4 'x[i'ﬁrggﬁ ¥ 0§ 11,494

Investing activities 8,985 risani(374)Y 9,145

Qperating activities ME(076):  $8 2,349

The Company made the following cash outlays inrespect of interest expense and current income taxes:

Three months ended Nine months ended

Interest e
——

Income taxes -
—
(1]
pt
=
21
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENIS

For the three and nine months ended September 30, 2006
{all numbers in thousands except per share amounts, unaudited)

11. SUBSEQUENT EVENT

On October 4, 2006, Cyries Energy Inc. {“Cyries”) announced that it entered into an acquisition agreement to offer (the “Offer”)
. to acquire ali of the outstanding shares of Dual Exploration Inc. {"Dual”) in exchange for 0.167 of a Cyries share for each Dual
‘ ) share outstanding. Cyries mailed the Offer on October 24, 2006 and the Offer will be apen until November 29, 2006 contingent
‘ on certain conditions. Pending successful completion of the Offer and necessary approvals, the acquisitionis expected to close
in Decernber 2006. ) .

|
\ On Octdber 20, 2006, the Company announced that it entered into an agreement with a syndicate of underwriters to issus, by
| way of a short form prospectus, 2,200 common shares at a price of $12.50 per share for total proceeds of $27,500. In addition,
Cyries has provided the underwriters with an over-allotment option to purchase up to an additional 330 common shares at a
price of $12.50 per share, for a period of 30 days from closing.

THIRD QUARTER 2006 REPORT

L
[t ]

CYRIES 29 of 38

o



MANAGEMENT S DISCUSSION AND ANALYSIS

THIRD QUARTER 2006 REPORT

This management's discussion and analysis {"MDBA") should be read in conjunction with the unaudited interim consolidated financial
statements of Cyries Energy Inc. {"Cyries” or the "Company *) for tha threg and nine month periods ended September 30, 2006 and the audited
financial statements for the year ended December 31, 2005, This MD8A is dated as of November 8, 2006.

Cyries was incorporated under the Business Corporations Act {Afberta) on May 20; 2004 and commenéed operations July 2, 2004, Cyriesisa
Calgary based oil and natural gas exploration and development company operating primarily in northwestem Alberta and northeastern British
Columbia. The Company s traded on the Toronto Stock Exchange under tha symbol CY3.

Units of measure - Per bamrel of oif equivalent {“boe™} amounts have been calculated using a conversion rate of six thousand cubic feet of
_ naturalgas to one barrel of ofl {“6:1°). Allvalues are presentedin thousands, other than hoa and per shara amounts.

Noo-GAAP measurements - Cyries evaluates performance based on net income, operating netback and funds generated from operations.
Operating netback i @ benchmark used in the oil and gas industry to measure the contribution of oil and natural gas sales following the
deduction of royalties, production expenses and transportation costs. A calculation of aperating netback is included in the MDBA. Working
capital deficiency is defined as current assets less current liabilities, excluding any debt presented as a current fiabiiity. Funds generated from
- operations is expressed before changes in non-cash operating working capital and asset retirement axpenditures. The Company considers
tunds gensrated from operations a key meastre as itis used to analyze operations, performance, leverage and liquidity.

The foflowing table reconciles funds generated from operations to cash flow from aperating activities, the most diractly comparable GAAP

measure; .
Three months ended Nine months ended
($000s) : Sept. 30,2005 Sept. 30,2005  Sept. 30, 2006 Sept. 30, 2005
Cash flow from operating activities et 3o 18, 18,967 ZAOLER50i660E 32,352
Netchanges innon-cash operatingworking capital  $£H235017640)% T {2,349)
(5 Hd ; i Ftibery

Asset retirement expenditures
Funds generated from operations

f AL -
e
Y

51

Funds generatad from aperations, operating nethack and working capital deficiency do not have a standard meaning prescribed by Canadian
Generally Accepted Accounting Principles {"GAAP™) and therefore may not ba comparable to other companies.

Forward-looking statements - This MDBA contains forwerd-looking statements, Forward-looking statements are based on current
expectations that involve a number of risks and uncertainties that could cause actual events or resulls to differ materialfy from these reflected
inthe MDBA. Forward-fooking statements are based on the estimates and opinions of Cyries’ managemertt at the time the statements werg
made. Thereader should be aware that historical results are not necessarily indicative of future performance. .

HIGHLIGHTS

Three months ended Nine months ended
{$000s, except per share dataj Sept. 30,2006 Sept 30,2005 _ Sept. 30, 2006 Sept. 30, 2005
Netincome REMEam1230% P93 107) 9,150

R12308 8,101

Netincome per share - basic 0.16 247 0.31

iNetincome per share - dituted 0.15 0.27

Funds generated from operations 17,650 30,003

Funds generated per share - basic 0.47 1.00

Funds generated per share - diluted ! _ 0.42 0.88
.r‘ .,' s Spar)

Total assets ‘ EEVECAITS08S 326177 326,177
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MANAGEMENT S DISCUSSION AND ANALYSIS

For the three months ended September 30, 2006 bhoth net eamings and cash flow decreased compared with the comparative
period. Cash fow decreased by $1,939 or 11 percent as the quarterly average sales price decreased by 27 percent and was
only partially offset by an increase in average production of 43 percent. Eamings decreased by $4,871 or 80 percent as the
impact of higher production and lower income taxes was negated by the Jower average sales price, In comparisen with the
three months ended September 30, 2005, expenses increased for stock compensation, interest, general and administrative,
interest and depletion, depreciationand accretion reflecting the increased size and complexity of Cyries.

For the nine months ended September 30, 2008 net eamings increased two percent while cash flow increased 72 percent over
the prior period. The increase in cash flow is a result of 122 percent growth in oil and natural gas production over the prior
period. The impact of the increased production was offset by a decrease in average sales price of 15 percent. Eamings did not
increase significantly over the prior year despite the impact of increased production volumes and reduced income tax expensa,
Eamings were negatively impacted by a decrease in average sales price and increases to DDBA, stock compensation and
interest expense.

DETAILED FINANCIALANALYSIS

Petroleun and natural gas production

Three months ended Nine months ended
Sept. 30 2006 Sept. 30, 2005 Sept. 30 2006 _Sept. 30, 2005
Qil porstd) sk O 989 3 B 639
Natural gas fmciid) 25,816 16,512
Natural gas liquids fbbis/d) 233 174
Tatal {bose/d) 5,525

Production for the three and nine month periods ending Septeniber 30, 2006 increased significantly from the comparative
period. The increase resulted from a combination of acquisition and drilling activity in the past year. Natural gas production in
the three and nine months ended September 30, 2006 increased to 36,378 mcf/d and 37,336 mcf/d, compared to 25,816 mcf/d
and 16,512 mc#/d for the respective three and nine month periods ended September 30, 2005. 0il and liquids preduction in the
three months ended September 30, 2006 increased to 1,854 boe/d compared to 1,222 boe/d in the third quarter of 2005. In the
nine months ended September 30, 2006, oil and liquids productionincreased 109 percentto 1,700 boe/d.

CYRIES ENERGY INE.
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MANAGEMENT S DISCUSSION AND ANALVSIS

THIRD QUARTER 2006 REPORT

Bevenue
Thres months ended Nine months ended
{3000s) Se t 30 2005 Sept. 30, 2005 _ Sept 30,2006 _Sept. 30, 2005
Revenue R g R
oil 6,288 11,186
Natural gas 23,569
Natural gas liquids 1,283
Tota) 31,140
Average sales price
Qil ¢smbi) 69.10 64.13
Natural pas liquids ($/be 59.79
Averageliquids price
Natural gas {$/mcf)
Total perboe ($/bca)
Benchmark pricing
Edmonton par - light oil ¢s/pb4
AECO-C Spoti$imep

In the three months ended September 30, 2006, revenues increased four percent to $32,351 from $31,140 in the comparative
period in 2005. The increase in revenue was a result of the 43 percent increase in preduction volumes offset by a 27 percent
decrease in the average sales price. In the nine month period ended September 30, 2006, revenues increased 88 percent to
$101,589 from $53,995 in the comparative pericd in 2005. The increase in revenue was due to a 122 percent increase in
production volumes partially offset by a 15 percent decrease in the average sales price. The decrease in the average sales price
realized by Cyries resulted from a decrease in benchmark natural gas prices. The average sales price for natural gas is at a
premium to the AECO-C spot price due to the high energy content of the company's natural gas production. All the Company's
production is sold on the spot market, Therefore, hoth the historical prices received and future prices expected fluctuate with
the prevailing market prices of crude oil and natural gas.

The table below summarizes the impact of both production volumes arid natural gas and oil prices on revenua for the three and
ning month periods ended September 30, 2006:

Three months ended Nine months ended

{$000s} ] - Sept. 30, 2006 Sept. 30, 2006
Natural gas sales variance . :
Volume increase 9,642 50,925
Price decrease {12,943} (21,579)
Net gas sales change {3,301) 29,346
Crude oiland NGL sales variance
Volumeincrease 3,910 14,836
Priceincrease 602 3,412
Net crude ofl and NGLs sales change 4,512 18,248

Combined sales change 1,211 41,594
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MANAGEMENT S DISCUSSION AND ANALYSIS

Royalties

il and natural gas royalties, net of the Alberta Royalty Tax Credit ("ARTC"), totaled $7,384 and $24,739 for the third quarter and
first nine months of 2008, respectively, compared to $7,125 and $12,355 for the comparative periods in 2005, The increase in
both periods correspends to the increase in petroleurn and naturat gas sales. Royalties as a percentage of revenue was
consistent at 23 to 24 percent in each of the periods. ARTC was an expense of $121 for the three months ended September 30,
2006 compared with a recovery of $125 in the comparative pericd. ARTC for the nine months ended September 30, 2006 was
$217 compared with $449 in 2005. The reduction in both comparative periods is due to a repayment of ARTC of $246 in the

third quarter of 2006.
Operating nethack and production expense

Three months ended Nine months ended
{$000s) Sept. 30 2006 Sept. 30, 2005 Sepf. 30 2006' : Sept. 30, 2005

Revenue 75532135 31140
Royalty income % 39
S 3179 .

Royalties ) (1125) E=io248) ‘_: {12.355)
Production expense {net) {3,992) s :
Transportation expense {862)

Operating netback 19,200

Dperating netback per boe 31.77

{$000s)

Production expense gross
Overheadrecoveries
Processingincome

Production expense (net)
Production expense per boe (net)

In comparison to the prior year, operdtin'g netback per boe decreased 35 percent to $24.53 for the quarter ended
September 30, 2006 and 23 percent to $26.05 for the nine months ended September 30, 2006. The decrease in both
periods was caused by a decrease in average sales price,

Net production expenses increased 51 percent in the three month period ended September 30, 2006 to $6,024 campared to
$3,992 in the third quarter of 2005. Net production expensas for the nine months ended September 30, 2006 increased to
$17,231 from $7,184 in the comparative period due to increased production and a slight increase in production expense per
boe. Theincrease in production expense per boe is a result of plant turnarounds in the third quarter of 2006, Production costs
per bos increased five percent to $8.27 from $7.85 in the three month period ended September 30, 2005. For the nine months
ended September 30, 2006, production costs per boe increased ta $7,97, an eight percent increase over the comparative period
in2005.

Transportation expense relates primarily to the cost of transporting natural gas on the main natural gas pipelines and a lesser
amount for clean oil trucking charges. Anincrease in production volumes caused an ingrease in transportation costs to $1,107
for the three months ended September 30, 2006 from $862 for the comparative period in 2005. Transportation for the nine
months ended September 30, 2006 increased to $3,347 from $1,602 for the comparative period in 2005. On per boe basis,
transportation decreased 11 percent to $1.52 and six percent to $1.55 for the respective three and nine months ended
September 30, 2006 when compared to the equivalent periods in 2005. 1
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General and administrative expenses

Three months ended Nine months ended .
{$000s) _Se, t.30 2006 Sept. 30,2005 _ Se L 30,2006 Sept. 30, 2005
General and administrative expense (gross) T G e AN R 3k
Overhead recoveries

General and administrative expense [net)
General and administrative /$/boe}

General and administrative costs ("G&A") include costs incurved by the Company which are not directly associated with the
exploration of oil and natural gas. In the third quarter of- 2006 G&A per boe was consistent with the prior period as an increased
net costs were offset by a coesponding increase in production volumes. For the nine month period ended September 30,
2006, G&A expenses per boe decreased 36 peicent to $1.24 from $1.94 in 2005. GSA per boe has decreased as preduction
volumes increased at a greater rate than net G&A costs.

The Company doesnot capitaiize corporate general and administrative expenses. General and administrative costs perbos are
expected to average approximately $1.20 per boe for the remainder of 2006.

Depreciation, depletion and accretion

- Depletion, depreciation and accretion ("DD&A”} increased to $12,981 and $38,358 in the respective three and nine month
periods ended September 30, 2006 compared to $7,967 and $13,957 in the comparative periods in 2005. Theincrease is due to
higher average production in 2006 and an increase in DD&A per boa. DD&A expensa per boe for the three months ended
September 30, 2006 increased to $17.82 from $15.67 for the comparative period in 2005 as a result of the costs associated with
both acquisitions and drilling in the fourth quarter of 2005 and the first three quarters of 2006. In determining the Company's
depletion and depreciation, $20,020 {2005 - $13,411) of costs related to unproven properties and $14,474 (2005 - $15,902) of
estimated salvage value was excluded from the costs subject to depletion. Future development costs required to complete
wells for which proved reserves have been assmned of $4,711 (2005 - $6,467) were added to the Company's nethook value in
the depletion calculation.

Stock-based compensation

In the third quarter of 2006, stock-based compensation expense related te the outstanding stock optlons and Class B
performance shares increased to $1,147 from $506 in the comparative peried. Stock-based compensation expense for the first
ning months of 2006 was $3,716 compared to $1,458 for the comparative period in 2005. Theincrease in stock compensation
expenseis due to the expense associated with the stock options issued subsequent to September 30, 2005. At September 30,
2006 therewere 3,423 stock options outstanding compared to 1,328 at September 30, 2005.

- Income taxes
For the quarter ended September 30, 2006 the Company recorded a future income tax expense of $553 {2005 expense of
$3,076) and currentincome tax recovery of $5 {2005 expense of $530). The reduction inboth current and future tax expense in
the quarter is a result of lower quarterly eamings than in the prior year.

Inthe nine month period ended September 30, 2006 the future income tax expense was $426 {2005 expense of $5,438) and the
currentincome tax recovery was $848{2005 expense of $569). In the nine month period ended September 2006 the company
recognized recoveries for future income tax of $3,050 and current income tax of $89 as a result of reductions in the Alberta and
Federal corporate income tax rates for the current and future years. In addition, a reduction to current income tax expense of
$958 was recorded nine month period ended September 30, 2006 as an amount previously accrued for an income tax
assessment was reduced upan completion of the audit,
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At September 30, 2006 the Company estimates that tax pools of $217.1 million are available for deduction against future
taxable income. No qualifying CEE or COE expenditures related to the July 2006 flow-through share issue have been renounced
as of September 30, 2006.

{3 milfion} - 2006

Canadian oil and gas property expense : 53.2
Canadian development expenss o ' ' 743
Canadian exploration expense’ 12.7
Undepreciated capital costs ) 66.2
Shareissue costs - ' ' - 57
Total - : 217.1
Capital expenditures :

Three months ended - Nine months ended
($000s) Se t 30,2006 Sept. 30, 2005 Sept. 30,2006  Sept. 30, 2005
Land acquisitions : A% B 1g15% 7.447
Property acquisitions {net) {559)
Corporate acquisitions 125,229
Geological and geophysical 3,037
Drilling and completions 43,792
Equipment and facilities 10,039
Other 54
Total capital expenditures 188,999

In the third quarter, Cyries’ drilled 13.0 gross wells {10.7 net) with an 87 percent success rate. In the first nine months of 2006,
the Company drilled 45.0 gross wells {36.6 net} with a 92 percent success rate, Of the total wells drilled, 32.0 (26.3 net) were
natural gas wells and 9.0 (7.3 net) were oil wells. Facility expenditures for the period relate primarily to the costs associated
with connecting successful wells to existing infrastructure and costs related to a gas plant.

The Company expects to spend approximately $145,000 in 2006 of which $30,000 will be incurred in the last quarter of the year
drilling an additional 15 to 20 gross wells. Fluctuations in crude oil and natural gas prices will have a large impact on the
Company's capital program. The Company will menitor the capital program with the cuirent price outlook and adjust it

accordingly. _
Three months ended Nine months ended
Sept. 30,2006 Sept. 30,2005  Sept 30,2006 Sept. 30,2005
Gross  Net Gross Net Gross  Net Gross  Nef PN
weﬂs wells wells wells weﬂs wells wells wells =
Gas ; 5.9 A 16.4 -
oil 0.8 2.0 -
Dry 3.8 15 =
Total 10.5 25.9 e
Success x} 64% 71% e
9
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Share capital

(000s/

Weighted average common shares outstanding for the nine months ended September 30, 2006

Basic 39,846
Diluted ) 43,848
Qutstanding securities at November 8, 2006

Common shares : 41,118
Wamants 3,964
Performance shares 599
Stock options ) 3,426
Total outstanding securities at November 8, 2006 49,108

On July 6, 2006, the Company issusd 1,827 flow-through common shares of which 1,225 flow-through common shares relate
to Canadian exploration expenses {"CEE Flow-Through Shares”) and 602 flow-through common shares relate to Canadian
development expenditures { "CDE Flow-Through Shares™). The CEE Flow-Thraugh Shares were issued at a price of $13.10 per
share for proceeds of $16,048, while the CDE Flow-Through Shares were issued at a price of $11.60 amounting to proceeds of
$6,988. CEE Flow-Through Shares will be entitled to renunciation of Canadian exploration expenses from the Company,
whereas purchasers of the COE Flow-Through Shares will be entitled to renunciation of Canadian development expenses from
the Company.

On November 9, 2006, the Company expects to close bought deal short form prospectus offering of 2,530 Cyries common
shares at a price of $12.50 per share for aggregate gross proceeds of $31,625. Proceeds of the offering will be used to fund the
2007 capital expenditure program of $160,000.

' Durinﬁ the nine month period ended September 30, 2006, the company issued 1,785 stock options to employees and directors.
The options vest over four years and are exercisable into common shares at an average price of $13.24. At September 30, 2006
the Company had 3,423 options outstanding with an average exercise price of $11.82.

Liguidity and capital resocurces )

At September 30, 2006 the Company had bank debt of $30,350 and a waorking capital deficiency of $24,415. In the second
quarter, the Company's bank lines were increased to $120,000. Subsequent to the end of the third quarter, the bank completed
its fall review and the bank lines are expected toincrease to $130,000.

The 2006 capital program is anticipated to be $145,000 and will be funded through a combination of funds generated from
operations, proceeds from the July and November 2006 equity offerings and bank debt. The growth in production has
increased the Company’s ability to fund the capital program with intemally generated funds.

Commodity prices and production volumes have the largest impact on the ability for Cyries to generate adequate cash flow to
meet all of its obligations. A prolonged decrease in commodity prices would negatively affect funds generated fram operations
and would also likely resultin areduction in the amount of bank loan available. If the capital expenditure program does not result
in sufficient additional reserves and/or production it would likely have a negative impact on the Company's abitity to cany outits
planned capital program. The Company willmonitor the capital program with the current price outlook and adjust it accordingly.
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Acquisition of Dual Exploration

On October 4, 2006, the Company announced that it entered into an acquisition agreement to offer {the "Offer”} to acquire all of
the outstanding shares of Dual Exploration Inc. {"Dual™) in exchange for 0.167 of a Cyries share for each Dual share outstanding.
Cyries mailed the Offer on October 24, 2006 and the Offer will be open until November 29, 2006 contingent on certain
conditions. Pending successful completion of the OHer and necessary approvals, the acquisition is expected to close in
December 2006. Dual Exploration is an oil and natural gas exploration company with assets in located in primarily Westem
Canada. The proposed acquisitionis expected te increase Cyries' production by approximately 1,000 boe per day.

Quarterly financial and operational information

a3 [17] a1 a4 a3 02 ar o4

2006 2006 2005 2005 2005 2005 2004

Averaga gas price {$/mcf) 6.49 8.02 12.14 9.92 8.14 1.56 7.19
Average liquids price ($/boe) 71.90 62.41 63.61 6877 57.68 5270 5031
Average sales price/$/boc) 45,76 50.98 7069 6126 5077 4724 45.19
Average production fboe/d] 8172 7675 6522 5525 2768 2,368 1,644
Petroleum and natural gas sales 34027 35212 42419 31,140 12,787 10,069 6,834
Royalties 7,943 9411 11,394 7125 2,882 2348 1,226
Operating expenses 5.644 5564 4,804 3,992 1,755 1,438 1,075

1,079 704 .15 648 17t 462 519
18,337 17,632 20,861 17,650 6,857 5496 3,783

General and administrative expenses &3
Funds generated from operations

Per sharebasic 0.47 0.45 0.53 0.47 0.26 0.21 0.16
Per share diluted 0.42 0.4 0.48 0.42 0.22 0.19 0.14
Neteamings 5,881 2,249 5682 6101 1,822 1227 11N
Per sharebasic 0.15 0.06 .14 0.16 0.07 0.05 0.05
Per share diluted 1 0.14 0.05 0.13 0.15 0.06 0.04 0.04
Total assets 413,143 411,463 364,230 326,177 100,490 94,901 69,711
Bank debt and working capital "

deficiency {excess) 65 116,074 114,338 73,220 56,238 18,322 10,654 9,313
Production

Production during the third quarter of 2006 decreased three percent to 7,917 boe/d compared to 8,172 boe/d in the prior quarter.
Third party operational issues and facility tumarounds in the Hotchkiss, Gold Creek, Knopcik and Boundary Lake areas
accounted for a decrease in production of approximately 375 boe/d in the quarter. The Company utilized this opportunity to
perform tumargunds on Cyries' operated facilities during the resulting downtime.

Petroleum and natural gas sales
0l and natural gas revenues decreased five percent in the third quarter of 2006 compared to the second quarter 2006 as both
average sales prices and production volumes decreased by three percent.

Royalties

Royalties, net of ARTC, decreased seven percent to $7,384 when compared to the second quarter of 2006 as oit and natural gas
prices and volumes decreased slightly in the quarter. As a percentage of sales, royalty rates in the third quarter were consistent
with the second quarter, .
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Operating expenses

Operating expenses increased seven percent from the second quarter despite a decrease in production volurnes, The Company
utilized the downtime associated with third party facility issues to perform maintenance on Cyries' facilities at Hotchkiss, Gold
Creek and Boundary Lake. As a result, operating expenses per boe increased to $8.27 compared to $7.59 in the previous
quarter,

General and administrative expenses

Net G&A expense decreased 16 percent to $909 from $1,079 in the second quarter of 2006. The decrease in net GEA in the third
quarter is due primarily to an increase in capital overhead recoveries. G&A per boe decreased to $1.25 in the third quarter fram
$1.45 per boein the second quarter, ‘
Netearnings and funds generated from operations :

Net eamings of $1,230 {$0.03 per basic share) in the third quarter of 2006 decreased from $5,891 ($0.15 per basic share) as the
second quarter. Second quarter net eamings included $4,348 of one-time income tax adjustments.

Funds generated from operations decreased 14 percentin the third quarter of 2006 to $0.38 per share. The reduction of funds
- generated from operations is a result of lower production volumes, lower average sales prices and an increase in curent tax
expense from the second quarter. ' ‘

Total assets

Total assets increased six percent to $437,508 at the end of the third quarter of 2006 compared to the prior quarter. The
increase is attributable to drilling and capital spending in the third quarter of 2006. The capitat expenditures in the third quarter of
2006 included $3,994 of land acquisitions, $3,609 of net property acquisitions, $367 of geological and geophysical activities,
$19,970in drifling and completions, $8,371 in equipment and facilities and $34 in other,

Working capital deficiency

The bank and working capital deficiency has decreased slightly in the third quarter of 2006 as the Company's cash flow and
proceeds of the July equity issue were in excess of capital spending in the quarter, The Company anticipates heing able to
complete the remainder of its capital program through a combination of debt, proceeds of the November equity issue, working
capital and cash flow.

RISKS

The business of Cyries is subject to certain risks. Prior to making any investment decision regarding Cyries investors should
carefully consider, amang other things, the risks described under the heading "Risks and Uncertainties® set forth in Cyries
Management's Discussion and Analysis (the "Annual MD&A") for the year ended December 31, 2005 and under the heading
*Risk Factors® in the Annual Information Farm of Cyries (the "AIF") for the year ended December 31, 2005. These risk factors are
incorporated by reference hergin.

Cyries' Annual MD&A and AIF can bé located at www.sedar.com or www.cyries.com. To the extent investors do not have
access to the intemnet, copies of the Annual MDA and AIF can be obtained on request without charge by contacting Cyries at
{403) 262-9609 at 3200, 500 - 4th Avenue S.W., Calgary, Alberta T2P 2V,
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