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DISCLOSURE CONTROLS AND PROCEDURES

A. Evaluation of Disclosure Controls and Procedures

Vermilion Energy Trust (the "Registrant") maintains disclosure controls and procedures and internal control over financial reporting designed to
ensure that information required to be disclosed in the Registrant's filings under the Securities Exchange Act of 1934, as amended (the
"Exchange Act") is recorded, processed, summarized and reported within the time period specified in the rules and forms of the Securities and
Exchange Commission (the "SEC"). The Registrant's Chief Executive Officer and Chief Financial Officer, after having evaluated the
effectiveness of the Registrant's disclosure controls and procedures (as defined in Exchange Act Rules 13a-14(e) and 15d-14(e)) as of the end
of the period covered by this report have concluded that, as of such date, the Registrant's disclosure controls and procedures were adequate
and effective to ensure that material information relating to the Registrant and its consolidated subsidiaries would be made known to them by
others within those entities. However, as recommended by the SEC in its adopting release, the Registrant will continue to periodically evaluate
its disclosure controls and procedures and will make modifications from time to time as deemed necessary to ensure that information is recorded,
processed, summarized and reported within the time period's specified in the SEC's rules and forms.

B. Changes in Internal Control Over Financial Reporting

There was no change in the Registrant's internal control over financial reporting that occurred during the period covered by this report that has
materially affected, or is reasonably likely to materially affect, its internal control over financial reporting.
 

AUDIT COMMITTEE FINANCIAL EXPERT

The Registrant's Board of Directors has determined that it has at least one audit committee financial expert (as such term is defined in the rules
and regulations of the SEC) serving on its Audit Committee. Joseph F. Killi  has been determined to be such audit committee financial expert and
is independent (as such term is defined by the New York Stock Exchange's corporate governance standards).

The SEC has indicated that the designation of Joseph F. Killi  as an audit committee financial expert does not make him an "expert" for any
purpose, impose on him any duties, obligations or liability that are greater than the duties, obligations or liability imposed on him as a member of
the Audit Committee and the Board of Directors in absence of such designation, or affect the duties, obligations or liability of any other member
of the Audit Committee or Board of
Directors.

CODE OF ETHICS
 
The Registrant has adopted a written “code of ethics” (as that term is defined in Form 40-F) that applies to its principal executive officer, principal
financial officer, principal accounting officer or controller, and persons performing similar functions (together, the “Financial Supervisors”). A copy
of such code of ethics is available upon request.

PRINCIPAL ACCOUNTANT FEES AND SERVICES

See page 35 of the Renewal Annual Information Form included as Exhibit 99.1 to this report.
 

AUDIT COMMITTEE'S PRE-APPROVAL POLICIES AND PROCEDURES
 
The audit committee pre-approves all audit related fees. The auditors present the estimate for the annual audit related services to the Committee
for approval prior to undertaking the annual audit of the financial statements.

 
AUDIT COMMITTEE APPROVAL OF NON-AUDIT SERVICES

The audit committee pre-approves each non-audit engagement individually. There are no policies and procedures by which engagement for a
particular non-audit service may be pre-approved.

NOTICES RELATING TO PENSION FUND BLACKOUT PERIODS

None
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OFF-BALANCE SHEET ARRANGEMENTS

 
None
 

TABULAR DISCLOSURE OF CONTRACTUAL OBLIGATIONS

Payments due by period (Cdn $000’s)

  Total Less than 1 year 1-3 years 4-5 years More than 5 years 
Long-term debt obligations   271,099  -  271,099       
Total   271,099  -  271,099       

IDENTIFICATION OF THE AUDIT COMMITTEE
 
See page 35 of the Renewal Annual Information Form included as Exhibit 99.1 to this report.
 

UNDERTAKING AND CONSENT TO SERVICE OF PROCESS
 
A. Undertaking

The Registrant undertakes to make available, in person or by telephone, representatives to respond to inquiries made by the staff of the SEC,
and to furnish promptly, when requested to do so by the SEC staff, information relating to the securities in relation to which the obligation to file
an annual report on Form 40-F arises or transactions in said securities.

B. Consent to Service of Process

The Registrant has previously filed with the SEC a Form F-X in connection with the class of securities in relation to which the obligation to file this
report arises.

SIGNATURES

Pursuant to the requirements of the Exchange Act, the Registrant certifies that it meets all of the requirements for filing on Form 40-F and has
duly caused this annual report to be signed on its behalf by the undersigned, thereto duly authorized.
 
  VERMILION ENERGY TRUST (the Registrant)  
    
Date: March 15, 2006  By: (“Curtis W. Hicks”)  
  Curtis W. Hicks  
  Executive Vice President and Chief Financial Officer  
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GLOSSARY OF TERMS

The following are defined terms used in this Annual Information Form:

"ABCA" means the Business Corporations Act (Alberta), R.S.A. 2000, c. B-9, as amended, including the regulations promulgated thereunder;

"affiliate" when used to indicate a relationship with a person or company, has the same meaning as set forth in the Securities Act (Alberta);

"Arrangement" means the plan of arrangement under the ABCA involving the Trust, Vermilion, Clear and Vermilion Acquisition Ltd., which was
completed on January 22, 2003;

"Aventura" means Aventura Energy Inc., a corporation incorporated pursuant to the ABCA;

"Aventura Shares" means the common shares of Aventura;

"board of directors" or " board" means the board of directors of Vermilion;

"Clear" means Clear Energy Inc., a publicly traded oil and natural gas exploration and production company;

"control" means, with respect to control of a body corporate by a person, the holding (other than by way of security) by or for the benefit of that
person of securities of that body corporate to which are attached more than 50% of the votes that may be cast to elect directors of the body
corporate (whether or not securities of any other class or classes shall or might be entitled to vote upon the happening of any event or
contingency) provided that such votes, if exercised, are sufficient to elect a majority of the board of directors of the body corporate;

"Current Market Price of a Trust Unit " means, in respect of a Trust Unit on any date, the weighted average trading price of the Trust Units on
the TSX on that date and the nine trading days preceding that date, or, if the Trust Units are not then listed on the TSX, on such other stock
exchange or automated quotation system on which the Trust Units are listed or quoted, as the case may be, as may be selected by the board of
directors of Vermilion for such purpose; provided, however, that if in the opinion of the board of directors of Vermilion the public distribution or
trading activity of Trust Units for that period does not result in a weighted average trading price which reflects the fair market value of a Trust
Unit, then the Current Market Price of a Trust Unit shall be determined by the board of directors of Vermilion, in good faith and in its sole
discretion, and provided further that any such selection, opinion or determination by such board of directors shall be conclusive and binding and
for the purposes of this definition, the weighted average trading price shall be determined by dividing (a) the aggregate dollar trading value of all
Trust Units sold on the TSX (or other stock exchange or automated quotation system, if applicable) over the applicable ten trading days by
(b) the total number of Trust Units sold on such stock exchange or system during such period;

"Distributable Cash" means all amounts available for distribution during any applicable period to holders of Trust Units;

"Distribution" means a distribution paid by the Trust in respect of the Trust Units, expressed as an amount per Trust Unit;

"Distribution Payment Date" means any date that Distributable Cash is distributed to Unitholders, generally being the 15th day of the calendar
month following any Distribution Record Date;

"Distribution Record Date" means the last day of each calendar month or such other date as may be determined from time to time by the
Trustee, except that December 31 shall in all cases be a Distribution Record Date;

"DRIP Plan" means the Distribution Reinvestment and Optional Trust Unit Purchase Plan adopted by the Trust;

"Exchangeable Shares" means the Series A exchangeable shares in the capital of Vermilion;

"Exchangeable Share Provisions" means the rights, privileges, restrictions and conditions attaching to the Exchangeable Shares;
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"Exchange Ratio" means the exchange ratio used to determine the number of Trust Units a holder of Exchangeable Shares is entitled to receive
upon an exchange of Exchangeable Shares which, in respect of each Exchangeable Share, was initially equal to one upon completion of the
Arrangement, and shall be cumulatively adjusted thereafter by: (a) increasing the Exchange Ratio on each Distribution Payment Date by an
amount, rounded to the nearest five (5) decimal places, equal to a fraction having as its numerator the product of the Exchange Ratio
immediately prior to the applicable Distribution Payment Date and the Distribution, expressed as an amount per Trust Unit, paid on that
Distribution Payment Date, and having as its denominator the Current Market Price of a Trust Unit on the last business day prior to that
Distribution Payment Date; and (b) decreasing the Exchange Ratio on each record date for the payment of dividends to holders of Exchangeable
Shares by Vermilion, if any, by an amount, rounded to the nearest five (5) decimal places, equal to a fraction having as its numerator the amount
of the dividend payable to holders of Exchangeable Shares, expressed as an amount per Exchangeable Share, and having as its denominator
the Current Market Price of a Trust Unit on the date that is the last business day prior to that dividend record date. The Exchange Ratio shall also
be adjusted in the event of certain other reorganizations or distributions in respect of the Trust Units as necessary on an economic equivalency
basis as further described in the Exchangeable Share Provisions;

"Glacier" means Glacier Energy Limited, a private oil and natural gas exploration and producing company;

"GLJ" means GLJ Petroleum Consultants Ltd., independent petroleum engineering consultants of Calgary, Alberta;

"GLJ Report" means the independent engineering evaluation of certain oil, NGL and natural gas interests of the Trust prepared by GLJ dated
February 17, 2006 and effective December 31, 2005;

"Income Tax Act" or " Tax Act" means the Income Tax Act  (Canada), R.S.C. 1985, c. 1. (5th Supp), as amended, including the regulations
promulgated thereunder;

"Insolvency Event" means the institution by Vermilion of any proceeding to be adjudicated to be a bankrupt or insolvent or to be wound up, or
the consent of Vermilion to the institution of bankruptcy, dissolution, insolvency or winding-up proceedings against it, or the filing of a petition,
answer or consent seeking dissolution or winding-up under any bankruptcy, insolvency or analogous laws, including without limitation the
Companies Creditors' Arrangement Act (Canada) and the Bankruptcy and Insolvency Act (Canada), and the failure by Vermilion to contest in
good faith any such proceedings commenced in respect of Vermilion within fifteen (15) days of becoming aware thereof, or the consent by
Vermilion to the filing of any such petition or to the appointment of a receiver, or the making by Vermilion of a general assignment for the benefit
of creditors, or the admission in writing by Vermilion of its inability to pay its debts generally as they become due, or Vermilion not being
permitted, pursuant to solvency requirements of applicable law, to redeem any retracted Exchangeable Shares pursuant to the Exchangeable
Share Provisions;

"Meeting" means the annual and special meeting of Unitholders of the Trust to be held on May 5, 2006 (or, if adjourned, such other date on
which the meeting is held);

"Non-Resident" means (a) a Person who is not a resident of Canada for the purposes of the Tax Act; or (b) a partnership that is not a Canadian
partnership for the purposes of the Tax Act;

"Notes" means the unsecured, subordinated notes issued by Vermilion under the Arrangement;

"Partnership" means Vermilion Resources, the partners of which are Vermilion and its wholly-owned subsidiaries, 764031 Alberta Ltd. and
1209963 Alberta Ltd.;

"Permitted Investments" means (a) obligations issued or guaranteed by the government of Canada or any province of Canada or any agency
or instrumentality thereof, (b) term deposits, guaranteed investment certificates, certificates of deposit or bankers' acceptances of or guaranteed
by any Canadian chartered bank or other financial institutions the short-term debt or deposits of which have been rated at least A or the
equivalent by Standard & Poor's Corporation, Moody's Investors Service, Inc. or Dominion Bond Rating Service Limited, and (c) commercial
paper rated at least A or the equivalent by Dominion Bond Rating Service Limited, in each case maturing within 180 days after the date of
acquisition;

"Pro Rata Share" of any particular amount in respect of a Unitholder at any time shall be the product obtained by multiplying the number of Trust
Units that are owned by that Unitholder at that time by the quotient obtained when such a number is divided by the total number of all Trust Units
that are issued and outstanding at that time;
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"Royalty" means the royalty granted under the Royalty Agreement commencing February 1, 2003, entitling the Trust to approximately 99% of
the net cash flow generated from the present and future oil and natural gas interests, rights and related tangibles of the Partnership after certain
costs, expenditures and deductions;

"Royalty Agreement" means the royalty agreement between the Partnership, Vermilion, 764031 Alberta Ltd. and the Trust dated January 22,
2003 providing for the creation of the Royalty;

"Special Voting Right" means the special voting right of the Trust, issued and certified under the Trust Indenture for the time being outstanding
and entitled to the benefits and subject to the limitations set forth therein;

"Subsequent Investment" means those investments which the Trust is permitted to make pursuant to the Trust Indenture;

"Subsidiary" means, in relation to any person, any body corporate, partnership, joint venture, association or other entity of which more than 50%
of the total voting power of shares or units of ownership or beneficial interest entitled to vote in the election of directors (or members of a
comparable governing body) is owned or controlled, directly or indirectly, by such person;

"Support Agreement" means the support agreement entered into between the Trust and Vermilion Acquisition Ltd. (prior to its amalgamation
with Vermilion) on January 16, 2003;

"Trust" means Vermilion Energy Trust, a trust established under the laws of Alberta pursuant to the Trust Indenture;

"Trustee" means Computershare Trust Company of Canada, the initial trustee of the Trust, or such other trustee, from time to time, of the Trust;

"Trust Indenture" means the amended and restated trust indenture dated as of January 15, 2003 between Computershare Trust Company of
Canada and Vermilion;

"Trust Subsidiary" means Vermilion Resources Ltd., 1209963 Alberta Ltd., Glacier Energy Limited, 764031 Alberta Ltd., Vermilion Rep S.A.S.,
Vermilion Resources (Partnership), Vermilion Oil & Gas Netherlands B.V. and Vermilion Oil & Gas Australia Pty Ltd.;

"Trust Unit" or " Unit" means a unit of the Trust issued by the Trust;

"Trust Unit Award Plan" means the Trust Unit Award Incentive Plan of the Trust;

"TSX" means TSX Inc., carrying on business as the Toronto Stock Exchange;

"Unitholder Rights Plan Agreement" means the Trust Unitholder Rights Plan Agreement to be entered into between the Trust and
Computershare Trust Company of Canada to establish the new Unitholder Rights Plan to be voted on at the Meeting;

"Unitholders" means holders from time to time of the Trust Units;

"Unit Rights Incentive Plan" means the Unit Rights Incentive Plan of the Trust;

"Verenex" means Verenex Energy Inc., a publicly traded oil and natural gas exploration and production company;

"Vermilion" means Vermilion Resources Ltd.;

"Voting and Exchange Agreement Trustee " means Computershare Trust Company of Canada, the initial trustee under the Voting and
Exchange Trust Agreement, or such other trustee, from time to time appointed thereunder; and

"Voting and Exchange Trust Agreement " means the voting and exchange trust agreement entered into on January 16, 2003 between the
Trust, Vermilion Acquisition Ltd. (prior to its amalgamation with Vermilion) and the Voting and Exchange Agreement Trustee.
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Conventions

Unless otherwise indicated, references herein to "$" or "dollars" are to Canadian dollars. All financial information herein has been presented in
Canadian dollars in accordance with generally accepted accounting principles in Canada.
 
Abbreviations

Oil and Natural Gas Liquids  Natural Gas
     
Bbl Barrel  Mcf thousand cubic feet
Bbls Barrels  Mmcf million cubic feet
Mbbls thousand barrels  Bcf billion cubic feet
Bbls/d barrels per day  Mcf/d thousand cubic feet per day
NGLs natural gas liquids  Mmcf/d million cubic feet per day
GJ Gigajoule  MMBTU million British Thermal Units
GJ/d gigajoule per day    
 
Other

AECO-C Intra-Alberta Nova Inventory Transfer Price (NIT net price)
API American Petroleum Institute
°API An indication of the specific gravity of crude oil measured on the API gravity scale. Liquid petroleum with a specified gravity of 28

°API or higher is generally referred to as light crude oil
ARTC Alberta Royalty Tax Credit
BOE barrel of oil equivalent of natural gas and crude oil on the basis of 1 BOE for 6 (unless otherwise stated) Mcf of natural gas (this

conversion factor is an industry accepted norm and is not based on either energy content or current prices)
BOE/D barrel of oil equivalent per day

m3 cubic metres
MBOE 1,000 barrels of oil equivalent
mmboe million barrels of oil equivalent
WTI West Texas Intermediate, the reference price paid in U.S. dollars at Cushing, Oklahoma for crude oil of standard grade
MW/h Megawatts per hour
 
Conversion

The following table sets forth certain standard conversion from Standard Imperial Units to the International System of Units (or metric units).

To Convert From  To  Multiply By
      
Mcf  Cubic metres  28.174 
Cubic metres  Cubic feet  35.494  
Bbls  Cubic metres  0.159 
Cubic metres  Bbls oil  6.290 
Feet  Metres  0.305 
Metres  Feet  3.281 
Miles  Kilometres  1.609 
Kilometres  Miles  0.621 
Acres  Hectares  0.405 
Hectares  Acres  2.471 
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SPECIAL NOTE REGARDING FORWARD LOOKING STATEMENTS

Certain statements included or incorporated by reference in this annual information form may constitute forward-looking statements under
applicable securities legislation. Forward-looking statements or information typically contain statements with words such as "anticipate",
"believe", "expect", "plan", "intend", "estimate", "propose", or similar words suggesting future outcomes or statements regarding an outlook.
Forward looking statements or information in this annual information form may include but are not limited to capital expenditures, business
strategy and objectives, reserve quantities and the discounted present value of future net cash flows from such reserves, net revenue, future
production levels, exploration plans, development plans, acquisition and disposition plans and the timing thereof, operating and other costs, and
royalty rates.

Such forward-looking statements or information are based on a number of assumptions which may prove to be incorrect. In addition to any other
assumptions identified in this annual information form, assumptions have been made regarding, among other things:

 · the ability of the Trust to obtain equipment, services and supplies in a timely manner to carry out its activities in Canada and
internationally;

 · the ability of the Trust to market oil and natural gas successfully to current and new customers;
 · the timing and costs of pipeline and storage facility construction and expansion and the ability to secure adequate product transportation;
 · the timely receipt of required regulatory approvals;
 · the ability of the Trust to obtain financing on acceptable terms;
 · currency, exchange and interest rates; and
 · future oil and gas prices.

Although the Trust believes that the expectations reflected in such forward-looking statements or information are reasonable, undue reliance
should not be placed on forward looking statements because the Trust can give no assurance that such expectations will prove to be correct.
Forward-looking statements or information are based on current expectations, estimates and projections that involve a number of risks and
uncertainties which could cause actual results to differ materially from those anticipated by the Trust and described in the forward looking
statements or information. These risks and uncertainties include but are not limited to:

 · the ability of management to execute its business plan;
 · the risks of the oil and gas industry both domestically and internationally, such as operational risks in exploring for, developing and

producing crude oil and natural gas and market demand;
 · risks and uncertainties involving geology of oil and gas deposits;
 · risks inherent in the Trust's marketing operations, including credit risk;
 · the uncertainty of reserves estimates and reserves life;
 · the uncertainty of estimates and projections relating to production, costs and expenses;
 · potential delays or changes in plans with respect to exploration or development projects or capital expenditures;
 · the Trust's ability to enter into or renew leases;
 · fluctuations in oil and gas prices, foreign currency exchange rates and interest rates;
 · health, safety and environmental risks;
 · uncertainties as to the availability and cost of financing;
 · the ability of the Trust to add production and reserves through development and exploration activities;
 · general economic and business conditions;
 · the possibility that government policies or laws may change or governmental approvals may be delayed or withheld;
 · uncertainty in amounts and timing of royalty payments;
 · risks associated with existing and potential future law suits and regulatory actions against the Trust; and
 · other risks and uncertainties described elsewhere in this annual information form or in the Trust's other filings with Canadian securities

authorities.

The forward-looking statements or information contained in this annual information form are made as of the date hereof and the Trust undertakes
no obligation to update publicly or revise any forward-looking statements or information, whether as a result of new information, future events or
otherwise, unless so required by applicable securities laws.
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PRESENTATION OF OIL AND GAS RESERVES AND PRODUCTION INFORMATION

All oil and natural gas reserve information contained in this annual information form has been prepared and presented in accordance with
National Instrument 51-101 Standard of Disclosure for Oil and Gas Activities  ("NI 51-101"). The actual oil and natural gas reserves and future
production will be greater than or less than the estimates provided in this annual information form. The estimated future net revenue from the
production of the disclosed oil and natural gas reserves does not represent the fair market value of these reserves. The Trust has adopted the
standard of 6 mcf:1 boe when converting natural gas to barrels of oil equivalent. Boes may be misleading, particularly if used in isolation. A boe
conversion ratio of 6 mcf:1 boe is based on an energy equivalency conversion method primarily applicable at the burner tip and does not
represent a value equivalency at the wellhead.
 

NON-GAAP MEASURES

In this annual information form the Trust uses the terms "cash flow", “adjusted cash flow”, "funds flow from operations" and “distributable cash” to
refer to the amount of cash available for distribution to Unitholders and as indicators of financial performance. "Cash flow", "adjusted cash flow",
"funds flow from operations" and “distributable cash” are not measures recognized by Canadian generally accepted accounting principles
("GAAP") and do not have standardized meanings prescribed by GAAP. Therefore, "cash flow", "adjusted cash flow", "funds flow from
operations" and “distributable cash” of the Trust may not be comparable to similar measures presented by other issuers, and investors are
cautioned that "cash flow", "adjusted cash flow" "funds flow from operations" and “distributable cash” should not be construed as alternatives to
net earnings, cash flow from operating activities or other measures of financial performance calculated in accordance with GAAP. All references
to "cash flow", "adjusted cash flow", "funds flow from operations" and “distributable cash” are based on cash flow before changes in non-cash
working capital related to operating activities and site restoration expenditures, as presented in the consolidated financial statements of the Trust.
The actual amount of cash that is distributed cannot be assured and future distributions may vary.  The Trust uses such terms as an
indicator of financial performance because such terms are commonly utilized by investors to evaluate royalty trusts and income funds in the oil
and gas sector. The Trust believes that such terms are useful supplemental measures as they provide investors with information of what cash is
available for distribution from the Trust to Unitholders in such periods.
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VERMILION ENERGY TRUST
 

General

Vermilion Energy Trust is an open-end unincorporated investment trust governed by the laws of the Province of Alberta and formed on
December 16, 2002 pursuant to the Trust Indenture. The head and principal office of the Trust is located at Suite 2800, 400 - 4 th Avenue, S.W.,
Calgary, Alberta, T2P 0J4.
 
Organizational Structure of the Trust

The following diagram describes the intercorporate relationships among the Trust and each of its material subsidiaries as at December 31, 2005,
where each subsidiary was incorporated or formed, the percentage of votes attaching to all voting securities of each subsidiary beneficially
owned by Vermilion, as well as the flow of cash from the oil and gas properties held by such subsidiaries to the Trust, and from the Trust to the
Unitholders. Reference should be made to the appropriate sections of this annual information form for a complete description of the structure of
the Trust.
 

 
 

Notes:
(1) The Unitholders own 100% of the Trust Units.
(2) Cash distributions are made to Unitholders monthly based on the Trust's cash flow.
(3) Cash flow represents payments made by Vermilion to the Trust in respect of principal and interest payments on the Notes. In addition to such

payments, dividends may also be paid on the common shares of Vermilion.
(4) Cash flow represents payments made by the Partnership under the Royalty Agreement.
(5) The Trust will invest funds raised through any subsequent issuance of Trust Units in additional securities of Vermilion to enable Vermilion to

make capital expenditures. In addition, the Trust may reinvest a portion of the income received from Vermilion as well as any repayments of
principal on the Notes in securities of Vermilion to enable Vermilion to make capital expenditures.
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Summary Description of the Business

Vermilion Energy Trust

The Trust was established to acquire and hold, directly and indirectly, interests in petroleum and natural gas properties. Cash flow from the
properties is flowed from Vermilion to the Trust by way of interest payments and principal repayments on the Notes and dividends declared on
the common shares of Vermilion, and from the Partnership to the Trust by way of royalty payments under the Royalty Agreement. Under the
terms of the Trust Indenture, the Trust is also entitled to:

 (a) acquire or invest in securities of Vermilion and in the securities of any other entity including without limitation, bodies corporate,
partnerships or trusts, and borrowing funds or otherwise obtaining credit for that purpose;

 (b) acquire royalties in respect of Canadian resource properties as defined in the Tax Act and making any deferred royalty purchase
payments which may be required with respect to such royalties; provided however that in no event shall the Trust invest in any royalties
which constitute an interest in land or a covenant running with the properties with respect to which such royalties relate;

 (c) dispose of any part of the property of the Trust, including, without limitation, any securities of Vermilion;

 (d) temporarily hold cash and investments for the purposes of paying the expenses and the liabilities of the Trust, making other Permitted
Investments as contemplated by the Trust Indenture, paying amounts payable by the Trust in connection with the redemption of any
Trust Units, and making distributions to Unitholders; and

 (e) pay costs, fees and expenses associated with the foregoing purposes or incidental thereto.

The Trustee is prohibited from acquiring any investment which would result in the Trust not being considered either a "unit trust" or a "mutual
fund trust" for purposes of the Tax Act.

The Trustee may declare payable to the Unitholders all or any part of the net income of the Trust. It is currently anticipated that the only income
to be received by the Trust will be from the interest received on the principal amount of Notes, royalty income pursuant to the Royalty
Agreement, and dividends on the common shares of Vermilion. The Trust currently makes monthly cash distributions to Unitholders of the
interest income earned from the Notes, income earned under the Royalty Agreement and dividends received on the common shares of
Vermilion, after expenses, if any, and any cash redemptions of Trust Units.

Unitholders receive monthly distributions of the cash flow generated by Vermilion and distributed to Unitholders through the Trust. The Trust
currently employs a strategy which: (i) provides Unitholders with a competitive annual cash on cash yield through monthly cash distributions,
(ii) ensures that Vermilion's existing assets are maintained at a level that provides sustainable ongoing cash flow, and (iii) continues to expand
the business of the Trust through the development of growth opportunities that are intended to provide long-term stable cash flows and be
accretive to the existing Unitholders. The Trust intends to finance acquisitions through bank financing and the issuance of additional Trust Units
from treasury, while maintaining prudent leverage.

Vermilion Resources Ltd.

Vermilion Resources Ltd. was incorporated under the ABCA on November 23, 1993. On January 1, 2003, Vermilion amalgamated with its
wholly-owned subsidiary, 973675 Alberta Ltd. and on January 15, 2003, Vermilion amalgamated with its wholly-owned subsidiaries, Big Sky
Resources Inc., Vermilion Gas Marketing Inc. and 962134 Alberta Ltd. On January 22, 2003, Vermilion was amalgamated with Vermilion
Acquisition Ltd. pursuant to the Arrangement. Where the information in this annual information form is as of a date prior to January 22, 2003, the
terms "Vermilion" or "Vermilion Resources Ltd." shall refer to Vermilion Resources Ltd. prior to its amalgamation with Vermilion Acquisition Ltd.
under the Arrangement.

The Trust is the sole holder of Vermilion common shares. Certain former shareholders of Vermilion own Exchangeable Shares of Vermilion in
accordance with the elections made by such holders under the Arrangement. Vermilion continues to carry on an oil and natural gas business
similar to that carried on by Vermilion prior to the Arrangement becoming effective.

The head office of Vermilion is located at Suite 2800, 400 - 4 th Avenue S.W., Calgary, Alberta, T2P 0J4 and its registered office is located at
Suite 3700, 400 - 3rd Avenue S.W., Calgary, Alberta, T2P 4H2.
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History of Vermilion

The following describes the development of Vermilion's business over the last three completed financial years.

On January 15, 2003 the shareholders of Vermilion approved the reorganization of Vermilion by way of a plan of arrangement under the ABCA
into Vermilion Energy Trust and Clear Energy Inc. The Arrangement was completed on January 22, 2003 and resulted in former Vermilion
shareholders and option holders owning all of the issued and outstanding common shares of Clear and all of the issued and outstanding Trust
Units, and the Trust owning all of the issued and outstanding common shares of Vermilion.

Following the completion of the Arrangement, Vermilion completed certain transactions with Aventura pursuant to which Vermilion transferred all
of its 40% participating interest in, and operatorship of, the Central Block onshore Trinidad to Aventura in exchange for Aventura Shares.
Vermilion also acquired from Aventura a 25% gross overriding royalty which was held by Aventura on certain of Vermilion's non-operated
interests and properties located in Bottrel, Alberta for cash consideration of $6.3 million.

On May 6, 2004 all the Aventura Shares were acquired by BG Canada Ltd. on the basis of $5.10 per share pursuant to a take-over bid for an
aggregate consideration of $228 million. As a result of the completion of the acquisition of Aventura by BG Canada Ltd., Vermilion received an
aggregate $165 million for its Aventura Shares.

On May 19, 2004 Vermilion closed the acquisition of certain oil and gas producing properties in the Netherlands for $80.5 million (effective
January 1, 2004). Vermilion acquired 5,900 BOE/D of predominantly onshore producing gas properties. The acquisition added 14.3 mmboe of
proved (P90) reserves and 17.4 mmboe of proved plus probable (P50) reserves to Vermilion.

On June 29, 2004 Vermilion completed the formation and initial financing of an international exploration company, Verenex. Verenex's mandate
includes the acceleration of Vermilion's exploration efforts in France. As part of a series of transactions, Vermilion exchanged an interest in
certain exploration lands in France together with a gross overriding royalty on certain of Vermilion's non-operated interests and properties
located in Bottrel, Alberta for common shares of Verenex. In an initial public financing in June of 2004, Verenex raised over $30 million, of which
Vermilion subscribed for $5 million. In December 2005, Verenex completed a bought deal financing raising $26.1 million of which Vermilion
subscribed for $10 million. Vermilion holds approximately 49% of the Verenex common shares outstanding as of March 15, 2006.

In June 2004 Vermilion entered into a joint venture agreement with Glacier, covering the development of coal bed methane and shallow gas on
lands held by the Trust in Central Alberta. Pursuant to the joint venture agreement, the Trust sold 50% of the Trust's working interest in the coal
bed methane and shallow gas rights on over 40,000 acres of land in exchange for 5.4 million common shares of Glacier. On December 7, 2005
Vermilion completed the acquisition of the remaining Glacier shares not held by Vermilion for total consideration of $91.6 million, including $4.6
million of debt. The acquisition enabled the Trust to control its central Alberta coalbed methane and shallow gas program.

On March 31, 2005 Vermilion closed the acquisition of certain oil producing properties in Australia for $95.0 million (effective January 1, 2005).
Vermilion acquired 4,800 BOE/D of offshore producing oil properties. See "Significant Acquisition - Australia Acquisition".

As at March 15, 2006 Vermilion had 254 full time employees of which 93 employees were located in its head office, 26 employees in its Canadian
field offices, 44 employees in France, 15 employees in the Netherlands and 5 employees in Australia.
 
Significant Acquisition

Australia Acquisition

On March 31, 2005, the Trust entered into an agreement to purchase 4,800 BOE/D of production, 12.1 MMBOE of proven (P90) reserves and
16.0 of proven plus probable reserves in Australia through the Trust's wholly owned subsidiary, Vermilion Oil & Gas Australia Pty Ltd ("Vermilion
Australia").

The purchase price for this acquisition was $95.0 million. Standard purchase adjustments were made at closing (cash flow received by the
vendor over the first three months of 2005, net of interest on the purchase price) resulting in a cash closing cost to the Trust of $90.3 million. The
transaction was financed entirely through Vermilion's credit facility.
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The acquisition included a 60% operated interest in an offshore field located on Western Australia's Northwest Shelf.

Further information with respect to the acquisition is set forth in the business acquisition report filed on the System for Electronic Document
Analysis and Retrieval (SEDAR - www.sedar.com) on June 15, 2005, and which has been incorporated by reference into this annual information
form.
 
Recent Developments

On March 6, 2006, Vermilion announced that  a wholly-owned subsidiary has entered into an agreement with a French subsidiary of Exxon Mobil
Corporation to purchase its 89.886% shareholding in Esso Rep. The purchase price for the proposed transaction is approximately C$185 million
with an effective date of July 1, 2005, subject to working capital closing adjustments. Closing is subject to the satisfaction of all conditions
precedent and the receipt of all necessary regulatory approvals and is anticipated to occur before the end of the second quarter of 2006.

As of the effective date, Esso Rep’s total production averaged 4,370 Bbls/d from assets located in France that are adjacent and highly
complementary to Vermilion’s existing assets in France. Vermilion estimates its share of the acquired production will average approximately
3,500 in the calendar year 2006. The acquisition will add 11.2 mmboe of proved (P90) reserves and 15.5 mmboe of proved plus probable (P50)
reserves to Vermilion.

NARRATIVE DESCRIPTION OF THE BUSINESS
 

Stated Business Objectives

Vermilion is actively engaged in the business of oil and natural gas exploitation, development, acquisition and production in Canada, France, the
Netherlands and Australia. Vermilion's business plan is to maximize returns to the Trust from its oil and natural gas properties and related assets.
Where possible, Vermilion will seek to expand its reserve base through the selective addition of high-quality, long-life reserves with low risk
development opportunities.

In reviewing potential participations or acquisitions, Vermilion will consider a number of factors, including: (a) the present value of the future
revenue from such properties from the proved producing, total proved and proved plus probable reserves; (b) the amount of potential for
additional reservoir development; (c) whether sufficient infrastructure exists in the prospect to provide for increased activity; (d) the cost of any
potential development; (e) investments in properties that exhibit medium to long life reserves and stable production base; and (f) the ability of
Vermilion to enhance the value of acquired properties through additional exploitation efforts and additional development drilling. The board of
directors of Vermilion may, in its discretion, approve asset or corporate acquisitions or investments that do not conform to these guidelines based
upon the board's consideration of the qualitative aspects of the subject properties including risk profile, technical upside, reserve life, asset
quality and the Trust's business prospects.
 
Description of Properties

The following is a description of the oil and natural gas properties, plants, facilities and installations in which Vermilion has an interest and that
are material to Vermilion's operations and exploration activities. The production numbers stated refer to Vermilion's working interest share before
deduction of Crown, freehold and other royalties. Reserve amounts are stated, before deduction of royalties, as at December 31, 2005, based on
forecast cost and price assumptions as evaluated in the GLJ Report.

Canada Assets

Vermilion’s production in Canada is located primarily in six areas, all in Alberta: Drayton Valley, Slave Lake, Athabasca, Southern Foothills,
Central Alberta and Peace River. Vermilion’s main producing gas area is Drayton Valley, while Slave Lake is the main oil producing area.
Athabasca, Central Alberta and Peace River are mainly gas and Southern Foothills is primarily a non-operated project area.

In Canada, Vermilion holds an average working interest of 66.6% in 266,635 (177,572 net) acres of developed land, 360 (257 net) producing
natural gas wells and 305 (206 net) producing oil wells as at December 31, 2005. Vermilion operates two natural gas plants and has an
ownership interest in a third, resulting in combined gross processing capacity of over 75 Mmcf/d. In addition, Vermilion has treating capacity of
over 13,000 Bbls/d of oil in four oil batteries.
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For the year ended December 31, 2005, production in Canada averaged approximately 38.4 Mmcf/d of natural gas and 4,870 Bbls/d of oil and
NGLs.

The GLJ Report assigned 30,532 MBOE of total proven reserves and 44,924 MBOE of proved plus probable reserves to Vermilion's properties
located in Canada as at December 31, 2005.

France Assets

Vermilion's main producing areas in France are located in the Aquitaine Basin which is southwest of Bordeaux, France and in the Paris Basin,
located just east of Paris. Vermilion's assets in France are primarily oil producing properties. The Paris Basin area contains five producing fields
and one main oil battery at Vaudoy. Vermilion holds a 100% working interest in 68,809 acres of developed land in the Aquitaine and Paris
basins. The South Aquitaine area is the only non-operated producing property with a 30.2% working interest in 8,320 (2,512 net) acres of
developed land. Vermilion has 130 (118 net) producing oil wells in France as at December 31, 2005.

For the year ended December 31, 2005, Vermilion's production in France averaged approximately 5,478 Bbls/d of oil and 1.3 mmcf/d of natural
gas.

The GLJ Report assigned 24,473 MBOE of total proven reserves and 35,410 MBOE of proved plus probable reserves to Vermilion's properties
located in France.

Netherlands Assets

Vermilion's Netherlands assets consist of six onshore concessions and one offshore concession located in the northern part of the country.
Production consists solely of natural gas with a small amount of related condensate. The assets include three gas treatment centres. Vermilion
holds an approximate 64% working interest over the six concessions in 456,675 (293,095 net) acres of developed land and 52 (41 net) producing
gas wells as at December 31, 2005.

For the year ended December 31, 2005, Vermilion's production in the Netherlands averaged 28 Bbls/d of NGLs and 28.7 mmcf/d of natural gas.

The GLJ Report assigned 10,962 MBOE of total proven reserves and 14,123 MBOE of proven plus probable reserves to Vermilion's properties
located in the Netherlands.

Australia Assets

Vermilion's Australia assets consist of a 60% operated interest in an offshore field located on Western Australia's northwest shelf. Production
consists solely of oil. Vermilion holds a 60% working interest in the Wandoo block, which comprises of 241.1 square kilometres and is
considered a production license. All acreage therefore is classified as producing.

For the year ended December 31, 2005, Vermilion's production in the Australia averaged 3,391 Bbls/d of oil representing production for the
period March 31, 2005, the date Vermilion acquired such Australian assets, to December 31, 2005 averaged over the full year.

The GLJ Report assigned 12,405 MBOE of total proven reserves and 16,197 MBOE of proven plus probable reserves to Vermilion's properties
located in Australia.
 

STATEMENT OF RESERVES DATA AND OTHER OIL AND GAS INFORMATION
 

Reserves and Future Net Revenue

The following is a summary of the oil and natural gas reserves and the value of future net revenue of Vermilion as evaluated by GLJ. Pricing
used in the forecast and constant price evaluations is set forth in the notes to the tables.

Information contained in this section is effective December 31, 2005 unless otherwise stated. The reserves information was prepared on
February 17, 2006.
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All evaluations of future net production revenue set forth in the tables below are stated after overriding and lessor royalties, Crown royalties,
freehold royalties, mineral taxes, direct lifting costs, normal allocated overhead and future capital investments including abandonment and
reclamation obligations. It should not be assumed that the discounted future net production revenue estimated by the GLJ Report
represents the fair market value of the reserves. Other assumptions relating to the costs, prices for future production and other
matters are included in the GLJ Report. There is no assurance that the future price and cost assumptions used in the GLJ Report will
prove accurate and variances could be material.

Reserves for Canada, France, the Netherlands and Australia are established using deterministic methodology. Total Proved Reserves are
established at the 90 percent probability (P90) level. There is a 90 percent probability that the actual reserves recovered will be equal to or
greater than the P90 reserves. Total Proved Plus Probable Reserves are established at the 50 percent probability (P50) level. There is a 50
percent probability that the actual reserves recovered will be equal to or greater than the P50 reserves.

Vermilion accounts for its investment in Verenex using the equity method and therefore the reserves of Verenex are not included in the tables
below, except to the extent of Vermilion’s working interest.

The Report on Reserves Data by Independent Qualified Reserves Evaluator in Form 51-101F2 and the Report of Management and Directors on
Oil and Gas Disclosure in Form 51-101F3 are contained in Schedules "A" and "B", respectively.

The following tables provide reserves data and a breakdown of future net revenue by component and production group using forecast prices and
costs and constant prices and costs.

Oil and Gas Reserves - Based on Constant Prices and Costs (8)

  Light and Medium
Oil   Natural Gas Natural Gas Liquids  BOEs 

  Gross(1) Net(1) Gross(1) Net(1) Gross(1) Net(1) Gross(1) Net(1) 
  (mbbl)  (mbbl)  (mmcf) (mmcf) (mbbl) (mbbl) (mboe) (mboe) 
Proved Developed Producing(2)(5)                  

Canada   8,418  7,688  74,369  59,245  3,269  2,154  24,082  19,716 
France   21,740  19,319  2,545  2,355  -  -  22,164  19,712 
Netherlands   -  -  64,845  64,845  99  99  10,907  10,907 
Australia   11,335  11,335  -  -  -  -  11,335  11,335 

Total   41,493  38,342  141,759  126,445  3,368  2,253  68,488  61,670 
Proved Developed Non-Producing(2)(6)                          

Canada   64  61  9,897  8,656  150  105  1,864  1,609 
France   362  319  -  -  -  -  362  319 
Netherlands   -  -  355  355  1  1  60  60 
Australia   1,080  1,080  -  -  -  -  1,080  1,080 

Total   1,506  1,460  10,252  9,011  151  106  3,366  3,068 
Proved Undeveloped(2)(7)                          

Canada   318  278  28,076  24,394  89  56  5,086  4,400 
France   2,196  2,085  -  -  -  -  2,196  2,085 
Netherlands   -  -  157  157  -  -  26  26 
Australia   -  -  -  -  -  -  -  - 

Total   2,514  2,363  28,233  24,551  89  56  7,308  6,511 
Total Proved(2)                          

Canada   8,801  8,027  112,343  92,295  3,508  2,315  31,033  25,725 
France   24,298  21,723  2,545  2,355  -  -  24,722  22,116 
Netherlands   -  -  65,356  65,356  100  100  10,993  10,993 
Australia   12,414  12,414  -  -  -  -  12,414  12,414 

Total   45,513  42,164  180,244  160,006  3,608  2,415  79,162  71,248 
Total Probable(3)                          

Canada   2,006  1,836  63,489  51,287  1,978  1,299  14,566  11,683 
France   10,877  9,897  468  429  -  -  10,955  9,969 
Netherlands   -  -  18,886  18,886  30  30  3,178  3,178 
Australia   4,758  4,758  -  -  -  -  4,758  4,758 

Total   17,641  16,491  82,843  70,602  2,008  1,329  33,457  29,588 
Total Proved Plus Probable(2)(3)                          

Canada   10,807  9,863  175,832  143,582  5,487  3,614  45,599  37,407 
France   35,174  31,620  3,014  2,784  -  -  35,676  32,084 
Netherlands   -  -  84,242  84,242  129  129  14,169  14,169 
Australia   17,172  17,172  -  -  -  -  17,172  17,172 



Total   63,153  58,655  263,088  230,608  5,616  3,743  112,616  100,832 
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Net Present Values of Future Net Revenue - Based on Constant Prices and Costs (8)

  Before Deducting Income Taxes Discounted At After Deducting Income Taxes Discounted At 
  0% 5% 10% 15% 20% 0% 5% 10% 15% 20% 
  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) 
Proved Developed Producing(2)

(5)
 
                    

Canada   900,648  674,881  546,530  463,849  405,944  900,648  674,881  546,530  463,849  405,944 
France   973,505  650,904  495,039  404,408  344,970  654,905  443,513  340,380  279,815  239,735 
Netherlands   256,230  212,326  183,678  163,207  147,656  172,469  142,418  122,658  108,497  97,741 
Australia   421,279  359,520  308,855  269,066  237,966  237,097  212,113  186,113  163,744  145,485 

Total   2,551,662  1,897,631  1,534,102  1,300,530  1,136,536  1,965,119  1,472,925  1,195,681  1,015,905  888,905 
Proved Developed Non-
Producing(2)(6)  

                              
Canada   67,660  54,137  45,029  38,517  33,641  67,660  54,137  45,029  38,517  33,641 
France   15,827  11,327  8,647  6,900  5,679  10,596  7,655  5,879  4,709  3,884 
Netherlands   422  529  603  653  686  284  354  402  433  453 
Australia   76,854  61,868  51,839  44,469  38,762  45,128  36,111  30,395  26,235  22,989 

Total   160,763  127,861  106,118  90,539  78,768  123,668  98,257  81,705  69,894  60,967 

Proved Undeveloped(2)(7)                                
Canada   152,403  100,303  68,532  47,957  33,966  152,404  100,303  68,532  47,958  33,966 
France   118,636  80,031  60,405  48,383  40,183  76,267  50,476  37,279  29,180  23,661 
Netherlands   1,068  848  668  528  419  566  371  241  150  83 
Australia   -  -  -  -  -  -  -  -  -  - 

Total   272,107  181,182  129,605  96,868  74,568  229,237  151,150  106,052  77,288  57,710 

Total Proved(2)                                
Canada   1,120,711  829,320  660,091  550,323  473,551  1,120,712  829,320  660,091  550,323  473,551 
France   1,107,968  742,262  564,092  459,691  390,832  741,768  501,644  383,538  313,704  267,280 
Netherlands   257,720  213,703  184,950  164,388  148,762  173,319  143,143  123,301  109,080  98,277 
Australia   498,133  421,388  360,694  313,535  276,728  282,225  248,224  216,508  189,979  168,474 

Total   2,984,532  2,206,673  1,769,827  1,487,937  1,289,873  2,318,024  1,722,331  1,383,438  1,163,086  1,007,582 

Total Probable(3)                                
Canada   488,488  294,129  201,027  148,061  114,340  488,488  294,129  201,026  148,062  114,340 
France   520,503  288,629  190,337  137,449  104,844  336,218  184,058  119,234  84,312  62,826 
Netherlands   118,817  79,420  57,088  43,176  33,881  67,556  44,746  31,706  23,546  18,083 
Australia   203,765  139,474  100,078  75,969  60,626  125,994  88,625  63,368  47,517  37,451 

Total   1,331,573  801,652  548,530  404,655  313,691  1,018,256  611,558  415,334  303,437  232,700 

Total Proved Plus Probable(2)(3)                                
Canada   1,609,199  1,123,450  861,118  698,384  587,891  1,609,200  1,123,450  861,117  698,384  587,891 
France   1,628,471  1,030,891  754,428  597,140  495,676  1,077,986  685,702  502,772  398,016  330,106 
Netherlands   376,537  293,123  242,038  207,565  182,643  240,875  187,889  155,007  132,626  116,360 
Australia   701,898  560,862  460,772  389,504  337,354  408,219  336,849  279,876  237,496  205,925 

Total   4,316,105  3,008,326  2,318,356  1,892,593  1,603,564  3,336,280  2,333,890  1,798,772  1,466,522  1,240,282 

Total Future Net Revenue (Undiscounted) - Based on Constant Prices and Costs (8)

                  

 

 
Revenue

(M$) 
Royalties

(M$) 

Operating
Costs

(M$) 

Capital
Development

Costs (M$) 

Abandonment
and

Reclamation
Costs (M$) 

Future Net
Revenue

Before
Income

Taxes
(M$) 

Income
Taxes

(M$) 

Future Net
Revenue

After
Income

Taxes
(M$) 

Total Proved(2)                  
Canada   1,923,222  292,396  413,433  77,443  19,239  1,120,712  -  1,120,712 
France   1,545,133  160,790  244,519  20,702  11,153  1,107,969  366,201  741,768 
Netherlands   567,880  -  229,156  30,326  50,677  257,720  84,402  173,319 
Australia   799,614  -  217,975  15,271  68,234  498,133  215,908  282,225 
Total   4,835,849  453,186  1,105,083  143,742  149,303  2,984,534  666,511  2,318,024 
Total Proved Plus Probable(2)(3)                          
Canada   2,805,579  454,182  579,232  140,778  22,187  1,609,200  -  1,609,200 
France   2,250,314  222,667  314,990  71,597  12,589  1,628,472  550,485  1,077,986 
Netherlands   732,050  -  263,113  37,455  54,944  376,538  135,663  240,875 
Australia   1,106,067  -  317,214  18,721  68,234  701,897  293,678  408,219 
Total   6,894,010  676,849  1,474,549  268,551  157,954  4,316,107  979,826  3,336,280 
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Future Net Revenue by Production Group - Based on Constant Prices and Costs (8)

      

 
 

Production Group 

Future Net Revenue
Before Income Taxes

(Discounted at 10% Per Year)
(M$) 

Total Proved(2)   Light and medium crude oil  1,121,941 
  Associated gas and non-associated gas   647,886 

        
Total Proved Plus Probable(2)(3)   Light and medium crude oil  1,440,842 
       Associated gas and non-associated gas   877,514 

Oil and Gas Reserves - Based on Forecast Prices and Costs (9)

  Light and Medium
Oil Natural Gas Natural Gas Liquids    BOEs 

  Gross(1) Net(1) Gross(1) Net(1) Gross(1) Net(1) Gross(1) Net(1) 
  (mbbl) (mbbl) (mmcf) (mmcf) (mbbl) (mbbl) (mboe) (mboe) 
Proved Developed Producing(2)(5)                  

Canada   8,120  7,399  73,420  58,437  3,228  2,137  23,585  19,276 
France   21,529  19,128  2,308  2,138  -  -  21,914  19,484 
Netherlands   -  -  64,669  64,669  98  98  10,876  10,876 
Australia   10,655  10,655  -  -  -  -  10,655  10,655 

Total   40,304  37,182  140,397  125,244  3,326  2,235  67,030  60,291 
Proved Developed Non-Producing(2)(6)                          

Canada   64  61  9,891  8,653  150  105  1,863  1,608 
France   362  319  -  -  -  -  362  319 
Netherlands   -  -  355  355  1  1  60  60 
Australia   1,750  1,750  -  -  -  -  1,750  1,750 

Total   2,176  2,130  10,246  9,008  151  106  4,035  3,737 
Proved Undeveloped(2)(7)                          

Canada   318  278  28,060  24,379  89  56  5,084  4,397 
France   2,196  2,085  -  -  -  -  2,196  2,085 
Netherlands   -  -  157  157  -  -  26  26 
Australia   -  -  -  -  -  -  -  - 

Total   2,514  2,363  28,217  24,536  89  56  7,306  6,508 
Total Proved(2)                          

Canada   8,503  7,738  111,371  91,468  3,467  2,298  30,532  25,281 
France   24,088  21,531  2,308  2,138  -  -  24,473  21,887 
Netherlands   -  -  65,180  65,180  99  99  10,962  10,962 
Australia   12,405  12,405  -  -  -  -  12,405  12,405 

Total   44,996  41,674  178,859  158,786  3,566  2,397  78,372  70,535 
Total Probable(3)                          

Canada   1,915  1,747  63,042  50,909  1,970  1,300  14,392  11,532 
France   10,860  9,883  462  423  -  -  10,937  9,954 
Netherlands   -  -  18,782  18,782  30  30  3,160  3,160 
Australia   3,792  3,792  -  -  -  -  3,792  3,792 

Total   16,567  15,422  82,286  70,114  2,000  1,330  32,281  28,438 
Total Proved Plus Probable(2)(3)                          

Canada   10,418  9,485  174,413  142,378  5,437  3,598  44,924  36,813 

France   34,948  31,414  2,770  2,561  -  -  35,410  31,841 
Netherlands   -  -  83,962  83,962  129  129  14,123  14,123 
Australia   16,197  16,197  -  -  -  -  16,197  16,197 

Total   61,563  57,096  261,145  228,901  5,566  3,727  110,654  98,974 
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Net Present Values of Future Net Revenue - Based on Forecast Prices and Costs (9)

  Before Deducting Income Taxes Discounted At After Deducting Income Taxes Discounted At 
  0% 5% 10% 15% 20% 0% 5% 10% 15% 20% 
  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) 

Proved Developed Producing(2)

(5)
 
                    

Canada   665,976  523,750  439,818  384,022  343,865  665,976  523,750  439,818  384,022  343,865 
France   759,618  510,394  393,354  326,264  282,355  515,762  352,595  274,663  229,326  199,282 
Netherlands   128,480  122,878  116,841  110,853  105,168  84,297  81,482  77,867  74,001  70,191 
Australia   240,226  232,952  216,886  199,486  183,314  118,057  129,283  126,683  119,443  111,170 

Total   1,794,300  1,389,974  1,166,899  1,020,625  914,702  1,384,092  1,087,110  919,031  806,792  724,508 
Proved Developed Non-

Producing(2)(6)  
                              

Canada   50,620  42,078  36,073  31,629  28,208  50,620  42,079  36,072  31,629  28,207 
France   12,378  8,728  6,606  5,247  4,307  8,404  6,030  4,613  3,688  3,040 
Netherlands   35  186  297  377  436  23  123  198  252  291 
Australia   65,553  55,179  46,270  39,230  33,758  38,979  33,789  28,506  24,118  20,662 

Total   128,586  106,171  89,246  76,483  66,709  98,026  82,021  69,389  59,687  52,200 

Proved Undeveloped(2)(7)                                
Canada   89,175  57,411  37,363  24,182  15,180  89,176  57,411  37,363  24,182  15,180 
France   98,983  64,520  48,156  38,461  31,940  63,892  40,451  29,316  22,715  18,283 
Netherlands   654  586  495  409  335  266  234  171  108  52 
Australia   -  -  -  -  -  -  -  -  -  - 

Total   188,812  122,517  86,014  63,052  47,455  153,334  98,096  66,850  47,005  33,515 

Total Proved(2)                                
Canada   805,771  623,240  513,253  439,833  387,253  805,771  623,240  513,253  439,833  387,253 
France   870,979  583,641  448,117  369,971  318,602  588,058  399,076  308,592  255,729  220,605 
Netherlands   129,169  123,650  117,633  111,639  105,939  84,586  81,839  78,236  74,361  70,534 
Australia   305,779  288,131  263,156  238,715  217,072  157,036  163,072  155,189  143,561  131,832 

Total   2,111,698  1,618,662  1,342,159  1,160,158  1,028,866  1,635,451  1,267,227  1,055,270  913,484  810,224 

Total Probable(3)                                
Canada   336,759  203,988  139,338  102,482  79,041  336,758  203,987  139,338  102,482  79,040 
France   433,039  224,417  142,989  101,268  76,250  279,868  142,557  88,561  60,830  44,237 
Netherlands   80,646  56,117  41,531  32,112  25,638  60,392  40,547  28,796  21,326  16,295 
Australia   123,292  97,693  76,190  60,631  49,672  73,063  61,402  48,298  38,166  30,931 

Total   973,736  582,215  400,048  296,493  230,601  750,081  448,493  304,993  222,804  170,503 

Total Proved Plus Probable(2)(3)                                
Canada   1,142,530  827,228  652,591  542,315  466,293  1,142,530  827,228  652,591  542,315  466,293 
France   1,304,017  808,058  591,105  471,239  394,852  867,926  541,633  397,153  316,559  264,842 
Netherlands   209,815  179,766  159,164  143,751  131,577  144,978  122,386  107,032  95,687  86,829 
Australia   429,071  385,825  339,346  299,347  266,745  230,099  224,474  203,487  181,727  162,763 

Total   3,085,433  2,200,877  1,742,206  1,456,652  1,259,467  2,385,533  1,715,721  1,360,263  1,136,288  980,727 

Total Future Net Revenue (Undiscounted) Based on Forecast Prices and Costs (9)

                  

 

 
Revenue

(M$) 
Royalties

(M$) 

Operating
Costs

(M$) 

Capital
Development

Costs (M$) 

Abandonment
and

Reclamation
Costs (M$) 

Future Net
Revenue

Before
Income

Taxes
(M$) 

Income
Taxes

(M$) 

Future Net
Revenue

After
Income

Taxes
(M$) 

Total Proved(2)                  
Canada   1,628,488  243,168  473,704  79,533  26,313  805,771  -  805,771 
France   1,367,101  143,218  313,829  20,922  18,153  870,979  282,920  588,058 
Netherlands   482,175  -  258,945  34,763  59,298  129,169  44,582  84,586 
Australia   665,888  -  252,866  15,409  91,835  305,779  148,744  157,036 

Total   4,143,652  386,386  1,299,344  150,627  195,599  2,111,698  476,246  1,635,451 
Total Proved Plus Probable(2)(3)                          

Canada   2,392,288  376,810  695,420  144,049  33,479  1,142,530  -  1,142,530 
France   2,023,293  202,794  420,825  73,136  22,521  1,304,017  436,091  867,926 
Netherlands   620,174  -  301,121  41,919  67,319  209,815  64,837  144,978 
Australia   877,485  -  330,081  18,928  99,405  429,071  198,973  230,099 

Total   5,913,240  579,604  1,747,447  278,032  222,724  3,085,433  699,901  2,385,533 
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Future Net Revenue by Production Group Based on Forecast Prices and Costs (9)

 
 

Production Group 

Future Net Revenue
Before Income Taxes

(Discounted at 10% Per Year)
(M$) 

Total Proved(2)   Light and medium crude oil  863,079 
  Associated gas and non-associated gas   479,080 

        
Total Proved Plus Probable(2)(3)   Light and medium crude oil  1,104,061 
   Associated gas and non-associated gas   638,145 
Notes:
(1) "Gross Reserves" are Vermilion's working interest (operating or non-operating) share before deducting of royalties and without including any

royalty interests of Vermilion. "Net Reserves" are Vermilion's working interest (operating or non-operating) share after deduction of royalty
obligations, plus Vermilion's royalty interests in reserves.

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

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

(4) "Developed" reserves are those reserves that are expected to be recovered from existing wells and installed facilities or, if facilities have not
been installed, that would involve a low expenditure (e.g. when compared to the cost of drilling a well) to put the reserves on production.

(5) "Developed Producing" reserves are those reserves that are expected to be recovered from completion intervals open at the time of the
estimate. These reserves may be currently producing or, if shut-in, they must have previously been on production, and the date of
resumption of production must be known with reasonable certainty.

(6) "Developed Non-Producing" reserves are those reserves that either have not been on production, or have previously been on production, but
are shut in, and the date of resumption of production is unknown.

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

(8) The product prices used in the constant price and cost evaluations in the GLJ Report were as follows:

Oil: $68.27
Cdn/Bbl Light, Sweet Crude
at Edmonton Gas: $9.71 Cdn/mmbtu AECO-C Spot

Pentanes Plus: $71.67 Cdn/Bbl at Edmonton Propane: $43.69 Cdn/Bbl at Edmonton

Butane: $50.52 Cdn/Bbl at Edmonton
Netherlands
Gas: $8.60 Cdn/mcf

   Wandoo
Crude: $64.41 Cdn/bbl

(9) The pricing assumptions used in the GLJ Report with respect to net values of future net revenue (forecast) as well as the inflation rates used
for operating and capital costs are set forth below. The Natural Gas Liquids price is an aggregate of the individual natural gas liquids prices
used in the Total Proved plus Probable evaluation. GLJ is an independent qualified reserves evaluator appointed pursuant to NI 51-101.

         ________  ________   ________        

              Natural Gas 
Natural

Gas Inflation Exchange 
  Light and Medium Crude Oil Crude Oil Crude Oil Natural Gas Netherlands Liquids Rate Rate 

Year

 

WTI
Cushing

Oklahoma
($US/bbl) 

Edmonton
Par Price

40o API
($Cdn/bbl) 

Cromer
Medium

29.3o API
($Cdn/bbl) 

Brent
Blend FOB
North Sea
($US/bbl) 

Australia
Wandoo

Field
($US/bbl) 

AECO Gas
Price

($Cdn/mmbtu) 

Wellhead
Gas

Price
($Cdn/mcf) 

FOB
Field
Gate

($Cdn/bbl) 
Percent

Per Year ($US/$Cdn) 
Forecast                      
2006   57.00  66.25  55.75  55.50  51.78  10.60  8.14  54.43  2.0  0.85 
2007   55.00  64.00  55.25  53.50  49.97  9.25  8.01  52.79  2.0  0.85 
2008   51.00  59.25  51.25  49.50  46.33  8.00  7.57  48.77  2.0  0.85 
2009   48.00  55.75  48.25  46.50  43.61  7.50  7.06  45.68  2.0  0.85 
2010   46.50  54.00  46.75  45.00  42.25  7.20  6.73  44.13  2.0  0.85 
 
Reconciliations of Changes in Reserves and Future Net Revenue

The following table sets forth a reconciliation of the changes in Vermilion's company net (after royalties paid) light and medium crude oil,
associated and non-associated gas (combined) reserves as at December 31, 2005 against such reserves as at December 31, 2004 based on the
forecast price and cost assumptions set forth in note 9 under the heading "Statement of Reserves Data and Other Information - Reserves and
Future Net Revenue".
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Reconciliation of Company Net Reserves by Principal Product Type - Based on Forecast Prices and Costs

  Light and Medium Oil 
Associated and Non-

Associated Gas Natural Gas Liquids  

 

 Net
Proved
(mbbl) 

Net
Probable

(Mbbl) 

Net
Proved

Plus
Probable

(Mbbl) 

Net
Proved
(mmcf) 

Net
Probable

(mmcf) 

Net
Proved

Plus
Probable

(mmcf) 

Net
Proved
(mbbl) 

Net
Probable

(mbbl) 

Net
Proved

Plus
Probable

(mbbl) 
CANADA                    
At December 31, 2004   9,043  2,857  11,900  72,231  37,988  110,219  2,325  1,149  3,474 

Extensions   53  (53)  -  10,369  3,876  14,245  -  -  - 
Improved Recovery   -  -  -  1,593  2  1,595  49  18  67 
Technical Revisions   (363)  (1,057)  (1,420)  695  969  1,665  343  142  485 
Discoveries   -  -  -  -  -  -  -  -  - 
Acquisitions   -  -  -  16,959  8,301  25,260  -  -  - 
Dispositions   -  -  -  -  (227)  (227)  -  (9)  (9)
Economic Factors   -  -  -  -  -  -  -  -  - 
Production   (995)  -  (995)  (10,379)  -  (10,379)  (419)  -  (419)

At December 31, 2005   7,738  1,747  9,485  91,468  50,909  142,378  2,298  1,300  3,598 
FRANCE                             
At December 31, 2004   21,558  8,783  30,341  1,999  820  2,819  -  -  - 

Extensions   342  1,193  1,535  -  -  -  -  -  - 
Improved Recovery   -  -  -  -  -  -  -  -  - 
Technical Revisions   1,450  (93)  1,357  536  (397)  139  -  -  - 
Discoveries   -  -  -  -  -  -  -  -  - 
Acquisitions   -  -  -  -  -  -  -  -  - 
Dispositions   -  -  -  -  -  -  -  -  - 
Economic Factors   -  -  -  -  -  -  -  -  - 
Production   (1,819)  -  (1,819)  (397)  -  (397)  -  -  - 

At December 31, 2005   21,531  9,883  31,414  2,138  423  2,561  -  -  - 
NETHERLANDS                             
At December 31, 2004   -  -  -  74,775  15,941  90,716  112  24  136 

Extensions   -  -  -  -  2,102  2,102  -  4  4 
Improved Recovery   -  -  -  -  -  -  -  -  - 
Technical Revisions   -  -  -  219  739  958  2  2  4 
Discoveries   -  -  -  -  -  -  -  -  - 
Acquisitions   -  -  -  -  -  -  -  -  - 
Dispositions   -  -  -  -  -  -  -  -  - 
Economic Factors   -  -  -  -  -  -  -  -  - 
Production   -  -  -  (9,814)  -  (9,814)  (15)  -  (15)

At December 31, 2005   -  -  -  65,180  18,782  83,962  99  30  129 
AUSTRALIA                             
At December 31, 2004   -  -  -  -  -  -  -  -  - 

Extensions   -  -  -  -  -  -  -  -  - 
Improved Recovery   1,200  -  1,200  -  -  -  -  -  - 
Technical Revisions   -  -  -  -  -  -  -  -  - 
Discoveries   -  -  -  -  -  -  -  -  - 
Acquisitions   12,442  3,792  16,234  -  -  -  -  -  - 
Dispositions   -  -  -  -  -  -  -  -  - 

Economic Factors   -  -  -  -  -  -  -  -  - 

Production   (1,237)  -  (1,237)  -  -  -  -  -  - 
At December 31, 2005   12,405  3,792  16,197  -  -  -  -  -  - 
TOTAL VERMILION                             
At December 31, 2004   30,601  11,640  42,241  149,005  54,749  203,754  2,437  1,173  3,610 

Extensions   395  1,140  1,535  10,369  5,978  16,347  -  4  4 
Improved Recovery   -  -  -  1,593  2  1,595  49  18  67 
Technical Revisions   2,287  (1,150)  1,137  1,450  1,311  2,762  345  144  489 
Discoveries   -  -  -  -  -  -  -  -  - 
Acquisitions   12,442  3,792  16,234  16,959  8,301  25,260  -  -  - 
Dispositions   -  -  -  -  (227)  (227)  -  (9)  (9)
Economic Factors   -  -  -  -  -  -  -  -  - 



Production   (4,051)  -  (4,051)  (20,590)  -  (20,590)  (434)  -  (434)
At December 31, 2005   41,674  15,422  57,096  158,786  70,114  228,901  2,397  1,330  3,727 

The following table sets forth changes between future net revenue estimates attributable to net proved reserves as at December 31, 2005
against such reserves as at December 31, 2004 based on the constant price and cost assumptions set forth in note 8 under the heading
"Statement of Reserves Data and Other Information - Reserves and Future Net Revenue".
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Reconciliation of Changes in Net Present Values of Future Net Revenue Discounted at 10%
Based on Constant Prices and Costs

  After Tax 2005 
  (M$) 
Canada    

Estimated Future Net Revenue at December 31, 2004   420,831 
Sales and Transfers of Oil and Gas Produced, Net of Production Costs and Royalties   (163,225)
Net Change in Prices, Production Costs and Royalties Related to Future Production   270,364 
Development Costs During the Period   44,000 
Changes in Estimated Future Development Costs   (40,355)
Extensions and Improved Recovery   31,440 
Discoveries   - 
Acquisitions of Reserves   48,277 
Dispositions of Reserves   - 
Technical Reserves Revisions   9,310 
Accretion of Discount   42,083 
Net Change in Income Taxes   - 
All Other Changes   (2,634)

Estimated Future Net Revenue at December 31, 2005   660,091 
France     

Estimated Future Net Revenue at December 31, 2004   220,691 
Sales and Transfers of Oil and Gas Produced, Net of Production Costs and Royalties   (101,466)
Net Change in Prices, Production Costs and Royalties Related to Future Production   223,072 
Development Costs during the Period   36,900 
Changes in Estimated Future Development Costs   (13,148)
Extensions and Improved Recovery   10,932 
Discoveries   - 
Acquisitions of Reserves   - 
Dispositions of Reserves   - 
Technical Reserves Revisions   47,157 
Accretion of Discount   32,291 
Net Change in Income Taxes   (91,740)
All Other Changes   18,849 

Estimated Future Net Revenue at December 31, 2005   383,538 
Netherlands     

Estimated Future Net Revenue at December 31, 2004   129,714 
Sales and Transfers of Oil and Gas Produced, Net of Production Costs and Royalties   (46,402)
Net Change in Prices, Production Costs and Royalties Related to Future Production   102,137 
Development Costs during the Period   12,000 
Changes in Estimated Future Development Costs   (17,289)
Extensions and Improved Recovery   - 
Discoveries   - 
Acquisitions of Reserves   - 
Dispositions of Reserves   - 
Technical Reserves Revisions   656 
Accretion of Discount   19,119 
Net Change in Income Taxes   (3,755)
All Other Changes   (72,879)

Estimated Future Net Revenue at December 31, 2005   123,301 
Australia     

Estimated Future Net Revenue at December 31, 2004   - 
Sales and Transfers of Oil and Gas Produced, Net of Production Costs and Royalties   (66,900)
Net Change in Prices, Production Costs and Royalties Related to Future Production   - 
Development Costs during the Period   900 
Changes in Estimated Future Development Costs   (900)
Extensions and Improved Recovery   - 
Discoveries   - 
Acquisitions of Reserves   386,261 
Dispositions of Reserves   - 
Technical Reserves Revisions   41,333 
Accretion of Discount   - 



Net Change in Income Taxes   (151,586)
All Other Changes   7,400 

Estimated Future Net Revenue at December 31, 2005   216,508 
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Undeveloped Reserves

Proved undeveloped reserves are those reserves expected to be recovered from known accumulations where a significant expenditure (for
example, when compared to the cost of drilling a well) is required to render them capable of production. These reserves have a 90% probability
of being recovered.

Vermilion's current plan is to develop these reserves in the following two years. This timetable may be altered depending on outside market
forces, changes in capital allocations and impact of future acquisitions and dispositions.

Probable undeveloped reserves are those reserves expected to be recovered from known accumulations where a significant expenditure (for
example, when compared to the cost of drilling a well) is required to render them capable of production. These reserves have a 50% probability
of being recovered.

Vermilion's current plan is to develop these reserves over the next five years. In general, development of these reserves requires additional
evaluation data to increase the probability of success to an acceptable level for Vermilion. This increases the timeline for the development of
these reserves. This timetable may be altered depending on outside market forces, changes in capital allocations and impact of future
acquisitions and dispositions.
 
Future Development Costs
 
The table below sets out the future development costs deducted in estimation of future net revenue attributable to proved reserves (using both
constant and forecast prices and costs) and proved plus probable reserves (using forecast prices only).
        

 

 
Total Proved

Estimated Using
Constant Prices and

Costs (M$) 

Total Proved
Estimated Using

Forecast Prices and
Costs (M$) 

Total Proved Plus
Probable Estimated

Using Forecast
Prices and Costs

(M$) 
Canada        
2006   29,500  29,500  56,542 
2007   25,184  25,687  54,756 
2008   17,360  18,062  25,913 
2009   20  21  - 
2010   -  -  76 
Remainder   5,379  6,263  6,762 
Total for all years undiscounted   77,443  79,533  144,049 
Total for all years discounted at 10% per year   65,903  67,165  124,577 
France           
2006   14,260  14,260  22,020 
2007   5,592  5,703  27,098 
2008   -  -  23,029 
2009   274  291  291 
20010   -  -  - 
Remainder   576  668  698 
Total for all years undiscounted   20,702  20,922  73,136 
Total for all years discounted at 10% per year   18,925  19,073  63,175 
Netherlands           
2006   1,998  1,998  8,907 
2007   693  707  713 
2008   644  669  680 
2009   631  669  686 
2010   10,574  11,443  11,465 
Remainder   15,786  19,277  19,468 

Total for all years undiscounted   30,326  34,763  41,919 
Total for all years discounted at 10% per year   16,247  18,110  24,823 
Australia           
2006   10,662  10,662  10,662 
2007   3,164  3,227  6,746 
2008   682  709  709 
2009   763  811  811 
2010   -  -  - 
Remainder   -     - 
Total for all years undiscounted   15,271  15,409  18,928 
Total for all years discounted at 10% per year   13,992  14,102  17,153 



Vermilion expects to source its capital expenditure requirements from internally generated cash flow and, as appropriate, from debt or equity
financing. It is anticipated that costs of funding the future development costs will not impact development of its properties.
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Oil and Gas Properties and Wells

The following table sets forth the number of wells in which Vermilion held a working interest as at December 31, 2005:
    Oil Natural Gas 

  Gross(1)

Wells 
Net(2)

Wells 
Gross(1)

Wells 
Net(2)

Wells 
Canada          

Producing   305  206  360  257 
Non-producing   72  51  141  99 

France              
Producing   130  118  -  - 
Non-producing   24  14  -  - 

Netherlands              
Producing   -  -  52  41 
Non-producing   -  -  16  13 

Australia              
Producing   16  10  -  - 
Non-producing   -  -  -  - 

Total              
Producing   451  334  412  298 
Non-producing   96  65  157  112 

 
Notes:
(1)"Gross" refers to the total wells in which Vermilion has an interest, directly or indirectly.
(2)"Net" refers to the total wells in which Vermilion has an interest, directly or indirectly, multiplied by the percentage working interest owned by

Vermilion, directly or indirectly, therein.

Costs Incurred

The following table summarizes the capital expenditures made by Vermilion on oil and natural gas properties for the year ended December 31,
2005.

  Corporate
Acquisition Property Acquisition Costs  

Exploration
Costs  

Development
Costs  

  (M$)  (M$) (M$) (M$) 

    
Proved

Properties 
Unproved
Properties     

Canada   91,613  -  -  5,515  43,894 
France   -  -  -  8,045  42,604 
Netherlands   -  -  -  -  12,434 
Australia   -  94,967  -  -  1,038 
Total   91,613  94,967  -  13,560  99,970 
 
Exploration and Development Activities

Vermilion did not drill any exploratory wells in 2005. The following table sets forth the number of development wells which Vermilion completed
during its 2005 financial year:

  Development Wells 
  Gross(1) Net(2) 
Canada      

Oil Wells   1  0.5 
Gas Wells   19  10.7 
Standing   44  18.6 
Dry Holes   2  0.6 
Total Completed Wells   66  30.4 

France        
Oil Wells   4  4.0 
Gas Wells   -  - 
Standing   -  - 
Dry Holes   -  - 
Total Completed Wells   4  4.0 
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  Development Wells 
  Gross(1) Net(2) 
Netherlands      

Oil Wells   -  - 
Gas Wells   -  - 
Standing   -  - 
Dry Holes   -  - 
Total Completed Wells   -  - 

Australia        
Oil Wells   -  - 
Gas Wells   -  - 
Standing   -  - 
Dry Holes   -  - 
Total Completed Wells   -  - 

Total Vermilion        
Oil Wells   5  4.5 
Gas Wells   19  10.7 
Standing   44  18.6 
Dry Holes   2  0.6 
Total Completed Wells   70  34.4 

Notes:
(1)"Gross" refers to the total acres in which Vermilion has an interest, directly or indirectly.
(2)"Net" refers to the total acres in which Vermilion has an interest, directly or indirectly, multiplied by the percentage working interest owned by

Vermilion, directly or indirectly therein.

Vermilion has initially budgeted $120 million for its 2006 capital program in Canada, France, the Netherlands and Australia. The funds will be
used to drill wells to develop reserves in its Canadian key areas of Drayton Valley, Slave Lake, Athabasca and Central Alberta, France, the
Netherlands and Australia. A portion of the capital will be allocated to workovers, production optimization, and maintenance capital in each
country.
 
Properties with No Attributed Reserves

The following table sets out Vermilion's undeveloped land as at December 31, 2005.
  Undeveloped Land 
Area  Gross Acres(1) Net Acres(2) 
Alberta   349,480  239,495 
France   1,149,683  288,530 
Netherlands   208,808  121,872 
Australia   -  - 
Total   1,707,971  649,897 
Notes:
(1)"Gross" refers to the total acres in which Vermilion has an interest, directly or indirectly.
(2)"Net" refers to the total acres in which Vermilion has an interest, directly or indirectly, multiplied by the percentage working interest owned by

Vermilion, directly or indirectly therein.

Vermilion expects its rights to explore, develop and exploit approximately 48,000 net acres in Canada and 14,000 net acres in France to expire
within one year. In the Netherlands and Australia, no rights expire within one year.

Abandonment and Reclamation Costs

Vermilion has estimated its abandonment costs by determining amounts for facility decommissioning and reclamation costs (including salvage)
by area in Canada, France, the Netherlands and Australia. As well, Vermilion has determined abandonment costs (including salvage) and
reclamation costs per well, by area and applied this amount to its net wells in each of the countries.

The number of net wells to be abandoned is 723 in Canada, 195 in France, 56 in the Netherlands and 10 in Australia.

The total amount of costs net of salvage as estimated in the GLJ Report, is set forth in the following table.

Country  Undiscounted
(M$) 

Discounted
10% (M$) 

Canada   26,313  7,387 
France   18,153  3,058 
Netherlands   59,298  29,338 
Australia   91,835  20,961 
Total   195,599  60,744 
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In estimating the future net revenue it is important to note that facilities costs were excluded from the abandonment calculation totalling:

Country
 

Facilities
Undiscounted

(M$) 
Discounted

10% (M$) 
Canada   8,335  218 
France   27,039  560 
Netherlands   14,393  1,952 
Australia   46,181  8,051 
Total   95,948  10,781 

In the next three years as estimated in the GLJ Report, Vermilion expects to pay abandonment and reclamation costs of:

Country  Undiscounted
(M$) 

Discounted
10% (M$) 

Canada   2,015  1,503 
France   752  525 
Netherlands   7,625  5,117 
Australia   -  - 
Total   10,392  7,145 

Vermilion has set aside a reclamation fund to help cover these future costs which amounted to $42 million as at December 31, 2005. Vermilion
anticipates making quarterly contributions to that fund based on the estimated level necessary to fund future obligations. This estimate is
reviewed regularly and adjusted as determined necessary. In addition to quarterly contributions, Vermilion contributes one-time payments to the
fund as its cash resources permit and as are considered appropriate.
 
Tax Horizon

As a result of the Trust's tax efficient structure, annual taxable income in Canada is transferred from its operating entities to the Trust, and from
the Trust to the Unitholders. This is primarily accomplished through the deduction of the royalties on underlying oil and gas properties held by its
operating subsidiaries. Therefore, it can be expected that no income tax liability would be incurred by the Trust in Canada for as long as the
organization maintains this corporate tax structure. In France, the Trust is currently taxable, subject to a 35% corporate tax rate after eligible
deductions. In the Netherlands, the Trust is currently taxable, subject to an approximate 41% corporate tax rate after eligible deductions. In
Australia, the Trust is currently taxable, subject to an approximate 30% corporate tax rate after eligible deductions.
 
Production Estimates

The following table sets forth the volume of production estimated for the first year as reflected in the estimates of future net revenue:
 

  Light and
Medium Oil Natural Gas 

Natural Gas
Liquids BOE 

  (mbbls) (mmcf) (mbbls) (mboe) 
Canada   1,008  14,353  480  3,880 
France   2,166  382  -  2,230 
Netherlands   -  9,739  15  1,638 
Australia   1,572  -  -  1,572 
Total   4,746  24,474  495  9,320 

Production History

The following table sets forth certain information in respect of production, product prices received, royalties, production costs and netbacks
received by Vermilion for each quarter of its most recently completed financial year:
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  Three Months
Ended 

Three Months
Ended 

Three Months
Ended 

Three Months
Ended 

  March 31, 2005 June 30, 2005 
September 30,

2005 
December 31,

2005 
Canada          

Average Daily Production          
Light and Medium Oil (bbl/d)   3,856  3,254  3,402  3,163 
Natural Gas (mmcf/d)   38.90  37.38  38.22  39.08 
Natural Gas Liquids (bbl/d)   1,638  1,512  1,303  1,359 

Average Net Prices Received              
Light and Medium Oil ($/bbl)   49.24  49.90  53.68  51.36 
Natural Gas ($/mcf)   7.51  8.07  9.78  12.35 
Natural Gas Liquids ($/bbl)   49.72  53.62  59.13  64.73 

Royalties              
Light and Medium Oil ($/bbl)   12.34  11.22  13.22  11.71 
Natural Gas ($/mcf)   1.58  1.36  1.99  2.61 
Natural Gas Liquids ($/bbl)   13.26  16.48  19.93  17.82 

Transportation              
Light and Medium Oil ($/bbl)   0.09  0.04  0.04  0.05 
Natural Gas ($/mcf)   0.22  0.16  0.15  0.13 
Natural Gas Liquids ($/bbl)   -  -  -  - 

Production Costs              
Light and Medium Oil ($/bbl)   8.01  7.40  5.08  13.72 
Natural Gas ($/mcf)   1.04  1.36  1.02  0.89 
Natural Gas Liquids ($/bbl)   5.55  4.56  9.12  11.04 

Netback Received              
Light and Medium Oil ($/bbl)   28.80  31.24  35.34  25.88 
Natural Gas ($/mcf)   4.67  5.19  6.62  8.72 
Natural Gas Liquids ($/bbl)   30.91  32.58  30.08  35.87 

France              
Average Daily Production              

Light and Medium Oil (bbl/d)   5,342  5,067  5,636  5,861 

Natural Gas (mmcf/d)
  1.30  1.16  1.32  1.41 

Natural Gas Liquids (bbl/d)   -  -  -  - 
Average Net Prices Received              

Light and Medium Oil ($/bbl)   66.17  49.51  55.59  48.17 
Natural Gas ($/mcf)   5.40  5.03  6.47  7.25 
Natural Gas Liquids ($/bbl)   -  -  -  - 

Royalties              
Light and Medium Oil ($/bbl)   5.48  5.90  5.68  5.41 
Natural Gas ($/mcf)   0.30  0.27  0.27  0.24 
Natural Gas Liquids ($/bbl)   -  -  -  - 

Transportation              
Light and Medium Oil ($/bbl)   4.47  3.44  2.81  2.77 
Natural Gas ($/mcf)   -  -  -  - 
Natural Gas Liquids ($/bbl)   -  -  -  - 

Production Costs              
Light and Medium Oil ($/bbl)   7.66  7.15  6.59  3.87 
Natural Gas ($/mcf)   3.59  4.05  2.73  5.07 
Natural Gas Liquids ($/bbl)   -  -  -  - 

Netback Received              
Light and Medium Oil ($/bbl)   48.56  33.02  40.51  36.12 
Natural Gas ($/mcf)   1.51  0.71  3.47  1.94 
Natural Gas Liquids ($/bbl)   -  -  -  - 

Netherlands              
Average Daily Production              

Light and Medium Oil (bbl/d)   -  -  -  - 
Natural Gas (mmcf/d)   31.25  22.67  30.00  30.88 
Natural Gas Liquids (bbl/d)   17  11  18  67 

Average Net Prices Received              
Light and Medium Oil ($/bbl)   -  -  -  - 



Natural Gas ($/mcf)   6.43  6.65  6.76  7.53 
Natural Gas Liquids ($/bbl)   45.23  55.54  70.02  66.92 

Royalties              
Light and Medium Oil ($/bbl)   -  -  -  - 
Natural Gas ($/mcf)   -  -  -  - 
Natural Gas Liquids ($/bbl)   -  -  -  - 

Production Costs              
Light and Medium Oil ($/bbl)   -  -  -  - 
Natural Gas ($/mcf)   1.48  2.12  1.57  1.43 
Natural Gas Liquids ($/bbl)   -  -  -  - 

Netback Received              
Light and Medium Oil ($/bbl)   -  -  -  - 
Natural Gas ($/mcf)   4.95  4.53  5.19  6.10 
Natural Gas Liquids ($/bbl)   45.23  55.54  70.02  66.92 
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  Three Months Ended 
Three Months

Ended 
Three Months

Ended 
Three Months

Ended 

  March 31, 2005 June 30, 2005 
September 30,

2005 
December 31,

2005 
Australia(1)          

Average Daily Production          
Light and Medium Oil (bbl/d)   -  4,498  4,710  4,294 
Natural Gas (mmcf/d)   -  -  -  - 
Natural Gas Liquids (bbl/d)   -  -  -  - 

Average Net Prices Received              
Light and Medium Oil ($/bbl)   -  53.48  72.64  68.64 
Natural Gas ($/mcf)   -  -  -  - 
Natural Gas Liquids ($/bbl)   -  -  -  - 

Royalties              
Light and Medium Oil ($/bbl)   -  19.77  20.75  22.76 
Natural Gas ($/mcf)   -  -  -  - 
Natural Gas Liquids ($/bbl)   -  -  -  - 
Transportation              
Light and Medium Oil ($/bbl)   -  0.05  0.05  - 
Natural Gas ($/mcf)   -  -  -  - 
Natural Gas Liquids ($/bbl)   -  -  -  - 

Production Costs              
Light and Medium Oil ($/bbl)   -  8.68  7.87  10.84 
Natural Gas ($/mcf)   -  -  -  - 
Natural Gas Liquids ($/bbl)   -  -  -  - 

Netback Received              
Light and Medium Oil ($/bbl)   -  24.98  43.97  35.04 
Natural Gas ($/mcf)   -  -  -  - 
Natural Gas Liquids ($/bbl)   -  -  -  - 

Note:
(1)Vermilion acquired its interests in Australia on March 31, 2005. As such, information in this table is for the period March 31, 2005 to December

31, 2005.

Marketing

Vermilion is party to certain derivative financial instruments, such as crude oil, natural gas and power contracts. Vermilion has entered into these
contracts for economic hedging purposes only in order to protect its cash flow on future sales from the potential adverse impact of fluctuations in
oil, gas and power prices. The contracts reduce the fluctuations in sales revenues and power costs by establishing fixed prices or a trading range
on a portion of its oil and gas sales and power costs. The majority of the economic hedges below are arranged with counter parties representing
major financial (banking) institutions with AA to AAA credit ratings thereby reducing counter party credit risk exposure.
 
Contracts outstanding in respect of economic hedging transactions are as follows:

Oil  Funded Cost bbls/d US$/bbl 
Collar - WTI        

Q1 2006  $ US0.50 - $1.00/bbl  1,250 $ 53.00 - $72.75 
Q2 2006  $ US1.50/bbl  250 $ 53.00 - $73.90 

Collar - BRENT           
2006  $ US1.00/bbl  1,000 $ 53.00 - $67.70 
Q3 2006  $ US1.00/bbl  250 $ 52.00 - $68.50 
Q4 2006  $ US1.50/bbl  250 $ 53.00 - $69.80 

           
Natural Gas   Funded Cost  GJ/d  C$/GJ 
Collar           
Q1 2006  $ 0.25/GJ  2,500 $ 9.50 - $16.00 

Feb-Mar 2006   costless  2,500 $
11.00 - $20.74

 

April-Oct 2006  $ 0.25/GJ  2,500 $ 8.00 - $15.00 
PUT           

Q1 2006  $ 0.23/GJ  5,000 $ 10.50 
           
Power Swap      mw/h  C$/mwh 

2006      2.0 $ 48.50 
2006 to 2008      2.0 $ 65.17 
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ADDITIONAL INFORMATION RESPECTING VERMILION ENERGY TRUST
 
Trust Units

An unlimited number of Trust Units may be created and issued pursuant to the Trust Indenture. Each Trust Unit shall entitle the holder thereof to
one vote at any meeting of the holders of Trust Units and represents an equal fractional undivided beneficial interest in any distribution from the
Trust (whether of net income, net realized capital gains or other amounts) and in any net assets of the Trust in the event of termination or
winding-up of the Trust. All Trust Units outstanding from time to time shall be entitled to equal shares of any distributions by the Trust, and in the
event of termination or winding-up of the Trust, in any net assets of the Trust. All Trust Units shall rank among themselves equally and rateably
without discrimination, preference or priority. Each Trust Unit is transferable, subject to compliance with applicable Canadian securities laws, is
not subject to any conversion or pre-emptive rights and entitles the holder thereof to require the Trust to redeem any or all of the Trust Units held
by such holder (see "Redemption Right") and to one vote at all meetings of Unitholders for each Trust Unit held.

The Trust Units do not represent a traditional investment and should not be viewed by investors as "shares" in either Vermilion or the Trust. As
holders of Trust Units in the Trust, the Unitholders will not have the statutory rights normally associated with ownership of shares of a
corporation including, for example, the right to bring "oppression" or "derivative" actions. The price per Trust Unit will be a function of anticipated
distributable income from Vermilion and the ability of Vermilion to effect long term growth in the value of the Trust. The market price of the Trust
Units will be sensitive to a variety of market conditions including, but not limited to, interest rates, commodity prices and the ability of the Trust to
acquire additional assets. Changes in market conditions may adversely affect the trading price of the Trust Units.
 
Special Voting Rights

In order to allow the Trust flexibility in pursuing corporate acquisitions, the Trust Indenture allows for the creation of Special Voting Rights which
will enable the Trust to provide voting rights to holders of Exchangeable Shares and, in the future, to holders of other exchangeable shares that
may be issued by Vermilion or other subsidiaries of the Trust in connection with other exchangeable share transactions.

An unlimited number of Special Voting Rights may be created and issued pursuant to the Trust Indenture. Holders of Special Voting Rights shall
not be entitled to any distributions of any nature whatsoever from the Trust and shall be entitled to attend at meetings of Unitholders and to such
number of votes at meetings of Unitholders as may be prescribed by the board of directors of Vermilion in the resolution authorizing the issuance
of any Special Voting Rights. Except for the right to attend and vote at meetings of the Unitholders, the Special Voting Rights shall not confer
upon the holders thereof any other rights.

Under the terms of the Voting and Exchange Trust Agreement, the Trust has issued a Special Voting Right to the Voting and Exchange Trust
Agreement Trustee for the benefit of every Person who holds Exchangeable Shares.
 
Unitholders' Limited Liability

The Trust Indenture provides that no Unitholder, in its capacity as such, shall incur or be subject to any liability in contract or in tort in connection
with the Trust or its obligations or affairs and, in the event that a court determines Unitholders are subject to any such liabilities, the liabilities will
be enforceable only against, and will be satisfied only out of the Trust's assets. Pursuant to the Trust Indenture, the Trust will indemnify and hold
harmless each Unitholder from any cost, damages, liabilities, expenses, charges or losses suffered by a Unitholder from or arising as a result of
such Unitholder not having such limited liability.

The Trust Indenture provides that all contracts signed by or on behalf of the Trust must contain a provision to the effect that such obligation will
not be binding upon Unitholders personally. Notwithstanding the terms of the Trust Indenture, Unitholders may not be protected from liabilities of
the Trust to the same extent a shareholder is protected from the liabilities of a corporation. Personal liability may also arise in respect of claims
against the Trust (to the extent that claims are not satisfied by the Trust) that do not arise under contracts, including claims in tort, claims for
taxes and possibly certain other statutory liabilities. The possibility of any personal liability to Unitholders of this nature arising is considered
unlikely in view of the fact that the sole activity of the Trust is to hold securities, and all of the business operations are carried on by Vermilion,
directly or indirectly.

The activities of the Trust and its subsidiary, Vermilion, will be conducted, upon the advice of counsel, in such a way and in such jurisdictions as
to avoid as far as possible any material risk of liability to the Unitholders for claims against the Trust including by obtaining appropriate insurance,
where available, for the operations of Vermilion and having contracts signed by or on behalf of the Trust include a provision that such obligations
are not binding upon Unitholders personally.
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The Income Trusts Liability Act  (Alberta) creates a statutory limitation on the liability of unitholders of Alberta income trusts such as the Trust. The
Act provides that a Unitholder will not be, as a beneficiary, liable for any act, default, obligation or liability of the trustee that arises after the
legislation comes into effect.
 
Issuance of Trust Units

The Trust Indenture provides that Trust Units, including rights, warrants and other securities to purchase, to convert into or to exchange into Trust
Units, may be created, issued, sold and delivered on such terms and conditions and at such times as the Trustee, upon the recommendation of
the board of directors of Vermilion may determine. The Indenture also provides that Vermilion may authorize the creation and issuance of
debentures, notes and other evidences of indebtedness of the Trust which debentures, notes or other evidences of indebtedness may be created
and issued from time to time on such terms and conditions to such persons and for such consideration as Vermilion may determine.
 
Cash Distributions

The Trustee may declare payable to the Unitholders all or any part of the net income of the Trust earned from interest income on the Notes, from
the income generated under the Royalty Agreement and from any dividends paid on the common shares of Vermilion, less all expenses and
liabilities of the Trust due and accrued and which are chargeable to the net income of the Trust. In addition, Unitholders may, at the discretion of
the board of directors of Vermilion, receive distributions in respect of prepayments of principal on the Notes made by Vermilion to the Trust before
the maturity of the Notes. It is anticipated however, that the Trust may reinvest a portion of the repayments of principal on the Notes to make
capital expenditures to develop the business of Vermilion with a view to enhancing Vermilion's cash flow from operations.

Cash distributions will be made on the 15th day of each month to Unitholders of record on the immediately preceding Distribution Record Date.
 
Record of Cash Distributions

The following table sets forth the amount of monthly cash distributions per Trust Unit paid by the Trust since the completion of the Arrangement
on January 22, 2003. Distributions are generally paid on the 15th day of the month following the month of declaration.

Period  Distribution Amount for Period per
Trust Unit  

2003 - January 22 to December 31  $ 1.87 
2004 - January to December  $ 2.04 
2005 - January to December  $ 2.04 
2006 - January to February  $ 0.34 
Total Cash Distribution since January 22, 2003 (1)  $ 6.29 
Note:
(1) On March 15, 2006, the Trust announced that it would pay a cash distribution of $0.17 per Trust Unit to Unitholders of record as of March 31,

2006 on April 13, 2006 (the “March Distribution”). The Total Cash Distributions since January 22, 2003 does not include the March
Distribution.

Redemption Right

Trust Units are redeemable at any time on demand by the holders thereof upon delivery to the Trust of the certificate or certificates representing
such Trust Units, accompanied by a duly completed and properly executed notice requiring redemption. Upon receipt of the notice to redeem
Trust Units by the Trust, the holder thereof shall only be entitled to receive a price per Trust Unit (the "Market Redemption Price") equal to the
lesser of: (a) 90% of the "market price" (as defined in the Trust Indenture) of the Trust Units on the principal market on which the Trust Units are
quoted for trading during the 10 trading day period commencing immediately after the date on which the Trust Units are tendered to the Trust for
redemption; and (b) the closing market price on the principal market on which the Trust Units are quoted for trading on the date that the Trust
Units are so tendered for redemption.

The aggregate Market Redemption Price payable by the Trust in respect of any Trust Units surrendered for redemption during any calendar
month shall be satisfied by way of a cash payment on the last day of the following month. In certain circumstances, the aggregate Market
Redemption Price payable by the Trust may be satisfied by distributing notes having an aggregate principal amount equal to the aggregate
Market Redemption Price of the Trust Units tendered for redemption.
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It is anticipated that this redemption right will not be the primary mechanism for holders of Trust Units to dispose of their Trust Units. Notes which
may be distributed in specie to holders of Trust Units in connection with a redemption will not be listed on any stock exchange and no market is
expected to develop in such notes.
 
Non-Resident Unitholders

It is in the best interest of Unitholders that the Trust qualifies as a "unit trust" and a "mutual fund trust" under the Tax Act. Certain provisions of the
Tax Act require that the Trust not be established nor maintained primarily for the benefit of Non-Residents. Accordingly, in order to comply with
such provisions, the Trust Indenture contains restrictions on the ownership of Trust Units by Unitholders who are Non-Residents. In this regard,
the Trust shall, among other things, take all necessary steps to monitor the ownership of the Trust Units to carry out such intentions. If at any
time the Trust becomes aware that the beneficial owners of 50% or more of the Trust Units then outstanding are or may be Non-Residents or that
such a situation is imminent, the Trust shall take such action as may be necessary to carry out such intentions.
 
Meetings of Unitholders

The Trust Indenture provides that meetings of Unitholders must be called and held for, among other matters, the election or removal of the
Trustee, the appointment or removal of the auditors of the Trust, the approval of amendments to the Trust Indenture (except as described under
"Amendments to the Trust Indenture"), the sale of the property of the Trust as an entirety or substantially as an entirety, and the commencement
of winding-up the affairs of the Trust. Meetings of Unitholders will be called and held annually for, among other things, the election of the directors
of Vermilion and the appointment of the auditors of the Trust.

A meeting of Unitholders may be convened at any time and for any purpose by the Trustee and must be convened, except in certain
circumstances, if requisitioned by the holders of not less than 5% of the Trust Units then outstanding by a written requisition. A requisition must,
among other things, state in reasonable detail the business purpose for which the meeting is to be called.

Unitholders may attend and vote at all meetings of Unitholders either in person or by proxy and a proxyholder need not be a Unitholder. Two
persons present in person or represented by proxy and representing in the aggregate at least 5% of the votes attaching to all outstanding Trust
Units shall constitute a quorum for the transaction of business at all such meetings. For the purposes of determining such quorum, the holders of
any issued Special Voting Rights who are present at the meeting shall be regarded as representing outstanding Trust Units equivalent in number
to the votes attaching to such Special Voting Rights.

The Trust Indenture contains provisions as to the notice required and other procedures with respect to the calling and holding of meetings of
Unitholders in accordance with the requirements of applicable laws.
 
Trustee

Computershare Trust Company of Canada is the trustee of the Trust. The Trustee is responsible for, among other things, accepting subscriptions
for Trust Units and issuing Trust Units pursuant thereto and maintaining the books and records of the Trust and providing timely reports to
holders of Trust Units. The Trust Indenture provides that the Trustee shall exercise its powers and carry out its functions thereunder as Trustee
honestly, in good faith and in the best interests of the Trust and, in connection therewith, shall exercise that degree of care, diligence and skill
that a reasonably prudent trustee would exercise in comparable circumstances.

The initial term of the Trustee's appointment is until the third annual meeting of Unitholders. The Unitholders shall, at the third annual meeting of
the Unitholders, re-appoint, or appoint a successor to the Trustee for an additional three year term, and thereafter, the Unitholders shall reappoint
or appoint a successor to the Trustee at the annual meeting of Unitholders three years following the reappointment or appointment of the
successor to the Trust. The Trustee may also be removed by Special Resolution of the Unitholders. Such resignation or removal becomes
effective upon the acceptance or appointment of a successor trustee.
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Delegation of Authority, Administration and Trust Governance

The board of directors of Vermilion has generally been delegated the significant management decisions of the Trust. In particular, the Trustee
has delegated to Vermilion responsibility for any and all matters relating to the following: (a) an Offering; (b) ensuring compliance with all
applicable laws, including in relation to an Offering; (c) all matters relating to the content of any Offering Documents, the accuracy of the
disclosure contained therein, and the certification thereof; (d) all matters concerning the terms of, and amendment from time to time of the
material contracts of the Trust; (e) all matters concerning any underwriting or agency agreement providing for the sale of Trust Units or rights to
Trust Units; (f) all matters relating to the redemption of Trust Units; (g) all matters relating to the voting rights on any investments in the Trust
Fund or any Subsequent Investments; and (h) all matters relating to the specific powers and authorities as set forth in the Trust Indenture.
 
Amendments to the Trust Indenture

The Trust Indenture may be amended or altered from time to time by Special Resolution.

The Trustee may, without the approval of any of the Unitholders, amend the Trust Indenture for the purpose of:

 (a) ensuring the Trust's continuing compliance with applicable laws or requirements of any governmental agency or authority of Canada or
of any province;

 (b) ensuring that the Trust will satisfy the provisions of each of subsections 108(2) and 132(6) of the Tax Act as from time to time amended
or replaced;

 (c) ensuring that such additional protection is provided for the interests of Unitholders as the Trustee may consider expedient;

 (d) removing or curing any conflicts or inconsistencies between the provisions of the Trust Indenture or any supplemental indenture and any
other agreement of the Trust or any offering document pursuant to which securities of the Trust are issued with respect to the Trust, or
any applicable law or regulation of any jurisdiction, provided that in the opinion of the Trustee the rights of the Trustee and of the
Unitholders are not prejudiced thereby; or

 (e) curing, correcting or rectifying any ambiguities, defective or inconsistent provisions, errors, mistakes or omissions, provided that in the
opinion of the Trustee the rights of the Trustee and of the Unitholders are not prejudiced thereby.

 
Takeover Bid

The Trust Indenture contains provisions to the effect that if a takeover bid is made for the Trust Units and not less than 90% of the Trust Units
(other than Trust Units held at the date of the takeover bid by or on behalf of the offeror or associates or affiliates of the offeror) are taken up and
paid for by the offeror, the offeror will be entitled to acquire the Trust Units held by Unitholders who did not accept the takeover bid, on the terms
offered by the offeror.
 
Termination of the Trust

The Unitholders may vote to terminate the Trust at any meeting of the Unitholders duly called for that purpose, subject to the following: (a) a vote
may only be held if requested in writing by the holders of not less than 20% of the outstanding Trust Units; (b) a quorum of 50% of the issued and
outstanding Trust Units is present in person or by proxy; and (c) the termination must be approved by Special Resolution of Unitholders.

Unless the Trust is earlier terminated or extended by vote of the Unitholders, the Trustee shall commence to wind up the affairs of the Trust on
December 31, 2099. In the event that the Trust is wound up, the Trustee will sell and convert into money the property of the Trust in one
transaction or in a series of transactions at public or private sale and do all other acts appropriate to liquidate the property of the Trust, and shall
in all respects act in accordance with the directions, if any, of the Unitholders in respect of termination authorized pursuant to the Special
Resolution authorizing the termination of the Trust. Notwithstanding anything herein contained, in no event shall the Trust be wound up until the
Royalty shall have been disposed of, and under no circumstances shall any Unitholder come into any possession of any interest in the Royalty.
After paying, retiring or discharging or making provision for the payment, retirement or discharge of all known liabilities and obligations of the
Trust and providing for indemnity against any other outstanding liabilities and obligations, the Trustee shall distribute the remaining part of the
proceeds of the sale of the assets together with any cash forming part of the property of the Trust among the Unitholders in accordance with their
Pro Rata Share.
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Reporting to Unitholders

The financial statements of the Trust are audited annually by an independent recognized firm of chartered accountants. The audited financial
statements of the Trust, together with the report of such chartered accountants, are mailed by the Trustee to Unitholders and the unaudited
interim financial statements of the Trust are mailed to Unitholders as prescribed by applicable securities legislation. The year-end of the Trust is
December 31.

The Trust is subject to the continuous disclosure obligations under applicable securities legislation.
 
Distribution Reinvestment and Optional Trust Unit Purchase Plan

The Trust has established the DRIP Plan. The DRIP Plan is only available to registered Unitholders who are residents of Canada.

Under the DRIP Plan, registered Unitholders may, at their option, reinvest their cash distributions to purchase additional Trust Units (the "DRIP
Units") by directing the Plan Agent (as defined below) to apply Distributions on their existing Trust Units to the purchase of DRIP Units or by
making optional cash payments (the "Cash Payment Option"). Computershare Trust Company of Canada in its capacity as plan agent (the "Plan
Agent") will apply Cash Distributions towards the purchase of DRIP Units from the Trust, subject to certain limitations either from treasury or at
the discretion of Vermilion through the facilities of the TSX. DRIP Units will be acquired either at the average market price at which DRIP Units
are acquired through the facilities of the TSX or from treasury based on the weighted average of the previous 10 days of trading prior to the
applicable Distribution. Under the Cash Payment Option, a registered Unitholder may, through the Plan Agent purchase additional DRIP Units
having a value of up to $5,000 per month. Participants in the DRIP Plan will also receive additional distributions of Trust Units equal to 5% of the
DRIP Units purchased with their Distributions or under the Cash Payment Option, as applicable (the "Bonus Units under the DRIP Plan"). The
aggregate number of DRIP Units that may be issued under the Cash Payment Option in any fiscal year of the Trust will be limited to 2% of the
number of Trust Units issued and outstanding at the start of such fiscal year. Participants will not have to pay any brokerage fees or service
charges in connection with the purchase of DRIP Units.

Registered Unitholders may, after electing to participate in the DRIP Plan, terminate their participation in the DRIP Plan by written notice to the
Plan Agent. That notice, if actually received no later than 5 business days prior to a Distribution Record Date, will have effect for the distribution
to be made on the following Distribution Payment Date. Thereafter, distributions to those Unitholders will be in cash. The Trust may amend,
suspend or terminate the DRIP Plan in its sole discretion provided that any amendment to the DRIP Plan must be approved by the TSX and that
any amendment, modification or suspension shall have no retroactive effect if it would prejudice the interests of participants. The Trust is not
required to issue Trust Units into any jurisdiction where that issuance would be illegal.

Unitholder Rights Plan

The Trust currently has in place a Unitholder rights plan (the "Existing Plan") that came into effect on January 22, 2003. Under the terms of the
agreement governing the Existing Plan, the Existing Plan and the issuance of rights thereunder will expire at the termination of the Meeting. The
Board of Directors has determined that it is appropriate to maintain a Unitholder rights plan and has prepared a new Unitholder rights plan (the
"2006 Plan") to replace the Existing Plan.

Purpose of the Plan

The objectives of the Plan are to ensure, to the extent possible, that all Unitholders are treated equally and fairly in connection with any takeover
bid for the Trust. Takeover bids may be structured to be coercive or may be initiated at a time when the Board of Directors of Vermilion will have
a difficult time preparing an adequate response to the offer. Accordingly, such offers do not always result in Unitholders receiving equal or fair
treatment or full or maximum value for their investment. Under current Canadian securities legislation, a takeover bid is required to remain open
for 35 days, a period of time which the Board of Directors believes is insufficient for the directors to: (i) evaluate a takeover bid (particularly if it
includes share or trust unit consideration); (ii) explore, develop and pursue alternatives which are superior to the takeover bid and which could
maximize Unitholder value; and (iii) make reasoned recommendations to the Unitholders.
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The 2006 Plan discourages discriminatory, coercive or unfair takeovers of the Trust and gives the Board of Directors of Vermilion time if, in the
circumstances, the Board of Directors determines it is appropriate to take such time, to pursue alternatives to maximize Unitholder value in the
event an unsolicited takeover bid is made for all or a portion of the outstanding Trust Units of the Trust. As set forth in detail below, the 2006
Plan discourages coercive hostile takeover bids by creating the potential that any Trust Units which may be acquired or held by such a bidder will
be significantly diluted. The potential for significant dilution to the holdings of such a bidder can occur as the 2006 Plan provides that all holders
of Trust Units who are not related to the bidder will be entitled to exercise rights issued to them under the 2006 Plan and to acquire Trust Units at
a substantial discount to prevailing market prices. The bidder or the persons related to the bidder will not be entitled to exercise any Rights under
the Plan. Accordingly, the Plan will encourage potential bidders to make takeover bids by means of a Permitted Bid (as defined below) or to
approach the Board of Directors of Vermilion to negotiate a mutually acceptable transaction. The Permitted Bid provisions of the 2006 Plan are
designed to ensure that in any takeover bid for outstanding Trust Units of the Trust all Unitholders are treated equally and are given adequate
time to properly assess such takeover bid on a fully-informed basis.

The 2006 Plan is not being proposed in response to, or in anticipation of, any pending, threatened or proposed acquisition or takeover bid. The
Board of Directors did not adopt the 2006 Plan to prevent a takeover of the Trust, to secure the continuance of management or the directors in
their respective offices or to deter fair offers for the Trust Units of the Trust.

Summary of the Plan

The following summary of terms of the 2006 Plan is qualified in its entirety by reference to the text of the Unitholder Rights Plan Agreement. A
copy of the Unitholder Rights Plan Agreement will be available in its entirety upon request at the head office of Vermilion during normal business
hours.

Term

If approved at the Meeting, the 2006 Plan will be adopted immediately following the Meeting and (unless earlier terminated) will remain in effect
until termination of the annual meeting of Unitholders of the Trust in 2009 unless the term of the Unitholder Rights Plan Agreement is extended
beyond such date by resolution of Unitholders at such meeting.

Issue of Rights

One right (a "Right") will be issued by the Trust pursuant to the Unitholder Rights Plan Agreement in respect of each Trust Unit of the Trust
outstanding at the close of business on May 5, 2006 (or such other date on which the Meeting is held) (the "Record Time"). One Right will also be
issued for each additional Trust Unit issued after the Record Time and prior to the earlier of the Separation Time (as defined below) or the
Expiration Time (as defined below).

Rights Exercise Privilege

The Rights will separate from the voting units to which they are attached and become exercisable at the time (the "Separation Time") which is 10
trading days following the date a person becomes an Acquiring Person or announces an intention to make a takeover bid that is not an
acquisition pursuant to a takeover bid permitted by the 2006 Plan (a "Permitted Bid").

Any transaction or event in which a person (an "Acquiring Person"), including associates and affiliates and others acting in concert, acquires
(other than pursuant to an exemption available under the 2006 Plan or a Permitted Bid) Beneficial Ownership (as defined in the 2006 Plan) of
20% or more of the voting securities of the Trust is referred to as a "Flip-in Event". Any Rights held by an Acquiring Person on or after the earlier
of the Separation Time or the first date of public announcement by the Trust or an Acquiring Person that an Acquiring Person has become such,
will become void and the Rights (other than those held by the Acquiring Person) will permit the holder to purchase Trust Units at a substantial
discount to their prevailing market price at the time.

The issuance of the Rights is not dilutive and will not affect reported earnings or cash flow per Trust Unit until the Rights separate from the
underlying Trust Units and become exercisable or until the exercise of the Rights. The issuance of the Rights will not change the manner in
which Unitholders currently trade their Trust Units.
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Permitted Lock-Up Agreement

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

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

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

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

Certificates and Transferability

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

Permitted Bid Requirements

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

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

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

 (c) the takeover bid contains, and the take-up and payment for securities tendered or deposited is subject to, an irrevocable and unqualified
provision that no voting shares will be taken up or paid for pursuant to the takeover bid prior to the close of business on the date which is
not less than 45 days following the date of the takeover bid and only if at such date more than 50% of the voting units held by
independent Unitholders shall have been deposited or tendered pursuant to the takeover bid and not withdrawn;

 (d) the takeover bid contains an irrevocable and unqualified provision that unless the takeover bid is withdrawn, voting units may be
deposited pursuant to such takeover bid at any time during the period of time between the date of the takeover bid and the date on
which voting units may be taken up and paid for and that any voting units deposited pursuant to the takeover bid may be withdrawn until
taken up and paid for; and
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 (e) the takeover bid contains an irrevocable and unqualified provision that if, on the date on which voting units may be taken up and paid for,
more than 50% of the voting units held by independent Unitholders shall have been deposited pursuant to the takeover bid and not
withdrawn, the offeror will make a public announcement of that fact and the takeover bid will remain open for deposits and tenders of
voting units for not less than ten business days from the date of such public announcement.

The 2006 Plan allows for a competing Permitted Bid (a "Competing Permitted Bid") to be made while a Permitted Bid is in existence. A
Competing Permitted Bid must satisfy all of the requirements of a Permitted Bid except that it may expire on the same date as the Permitted Bid,
subject to the requirement that it be outstanding for a minimum period of 35 days.

Waiver and Redemption

If a potential offeror does not desire to make a Permitted Bid, it can negotiate with, and obtain the prior approval of, the Board of Directors to
make a takeover bid by way of a takeover bid circular sent to all holders of voting units on terms which the Board of Directors considers fair to all
Unitholders. In such circumstances, the Board of Directors may waive the application of the 2006 Plan thereby allowing such bid to proceed
without dilution to the offeror. Any waiver of the application of the 2006 Plan in respect of a particular takeover bid shall also constitute a waiver of
any other takeover bid which is made by means of a takeover bid circular to all holders of voting units while the initial takeover bid is outstanding.
The Board of Directors may also waive the application of the 2006 Plan in respect of a particular Flip-in Event that has occurred through
inadvertence, provided that the Acquiring Person that inadvertently triggered such Flip-in Event reduces its beneficial holdings to less than 20%
of the outstanding voting units of the Trust within 14 days or such earlier or later date as may be specified by the Board. With the prior consent of
the holders of voting units, the Board of Directors may, prior to the occurrence of a Flip-in Event that would occur by reason of an acquisition of
voting units otherwise than pursuant to the foregoing, waive the application of the 2006 Plan to such Flip-in Event.

The Board of Directors may, with the prior consent of the holders of voting units, at any time prior to the occurrence of a Flip-in Event, elect to
redeem all but not less than all of the then outstanding Rights at a redemption price of $0.00001 per Right. Rights are deemed to be redeemed
following completion of a Permitted Bid, a Competing Permitted Bid or a takeover bid in respect of which the Board of Directors has waived the
application of the 2006 Plan.

Exemptions for Investment Advisors

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

Board of Directors

The adoption of the 2006 Plan will not in any way lessen or affect the duty of the board of directors to act honestly and in good faith with a view to
the best interests of the Trust. The Board of Directors, when a takeover bid or similar offer is made, will continue to have the duty and power to
take such actions and make such recommendations to Unitholders as are considered appropriate.

Amendment

The Trust may, prior to the date of the Meeting, without the approval of the holders of Trust Units, supplement, amend, vary or delete any of the
provisions of the Unitholder Rights Plan Agreement and may, after the date of the Meeting (provided the Unitholder Rights Plan Agreement is
approved by Unitholders at such meeting) with the prior approval of Unitholders (or the holders of Rights if the Separation Time has occurred),
supplement amend, vary or delete any of the provisions of the Unitholder Rights Plan Agreement. The Trust may make amendments to the
Unitholder Rights Plan Agreement at any time to correct any clerical or typographical error or, subject to confirmation at the next meeting of
Unitholders, make amendments which are required to maintain the validity of the Unitholder Rights Plan Agreement due to changes in any
applicable legislation, regulations or rules.
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ADDITIONAL INFORMATION RESPECTING VERMILION RESOURCES LTD.
 
Management of Vermilion
 
Vermilion has a board of directors currently consisting of seven individuals. The directors are elected by the Trust at the direction of Unitholders
by ordinary resolution, and hold office until the Meeting.

As at March 15, 2006 the directors and officers of Vermilion, as a group, beneficially owned, directly or indirectly, 866,839 Trust Units
representing approximately 1.4% of the issued and outstanding Trust Units, as well as an aggregate of 4,374,974 Exchangeable Shares.
Assuming all Exchangeable Shares were exchanged for Trust Units, using the Exchange Ratio of 1.40177, the directors and executive officers
would hold 6,999,546 Trust Units, representing approximately 10% of then issued and outstanding Trust Units.

The following table sets forth certain information respecting the directors and officers of Vermilion.
 

Name and Municipality of
Residence

 
Office Held

 
Year First
Elected or
Appointed as
Director

 
Principal Occupation During the Past Five Years

       
Lorenzo Donadeo
Calgary, Alberta  

President and
Chief Executive
Officer and
Director

 
1994

 
Since 2003, President and Chief Executive Officer of Vermilion;
from 2000 to 2003 Vice President and Chief Operating Officer of
Vermilion; from 1995 to 2000, Executive Vice President of
Vermilion.

       
Jeffrey S. Boyce (3)(4)

Calgary, Alberta  
Director

 
1994

 
Since 2003, President and Chief Executive Officer of Clear
Energy Inc., a public oil and gas company; from 1994 to 2003,
President and Chief Executive Officer of Vermilion.

       
W. Kenneth Davidson (1)(2)

Oakville, Ontario  
Director

 
2005

 
Since 2002, Director of Millar Western Forest Products Ltd.; from
1996 to 2001, Co-Chief Executive Officer of Gordon Capital
Corporation, an investment banking firm.

       
Claudio A. Ghersinich
Calgary, Alberta  

Director

 
1994

 
Since 2005, Executive Director of Carrera Investments Corp., a
private investment company; from 2003 to 2005, Executive Vice
President, Business Development of Vermilion; from 2000 to
2003 Executive Vice President, New Ventures of Vermilion.

       
Joseph F. Killi (1)(2)

Calgary, Alberta

 

Director

 

1999

 

Since 2006, Chairman of Parkbridge Lifestyle Communities Inc.,
a public real estate company; from 1998 to 2005 Chief Executive
Officer of Parkbridge Lifestyle Communities Inc.; from 1993 to
present, President of Rosebridge Capital Corp. Inc., a private
real estate investment company and previously Chief Operating
Officer and Chief Financial Officer of Trizec Corporation Ltd., a
public real estate company.

       
Larry J. Macdonald (1)(2)(3)(4) 
Calgary, Alberta  

Director and
Chairman of the
Board  

2002

 
Since 2003 Chief Executive Officer, Point Energy Ltd., a private
oil and gas company; from 2000 to 2003 Chairman and Chief
Executive Officer, Pointwest Energy Inc., a private oil and gas
company.

       
William F. Madison (1)(3)(4)

Houston, Texas
 

Director

 

2004

 

Since 2003 Chairman of the Montana Tech Foundation from
1965 to 2000 Mr. Madison worked in increasingly senior
positions with Marathon Oil Company, a public oil and gas
company, where he retired as Senior Vice President Worldwide
Production.

       
John D. Donovan
Calgary, Alberta  

Executive Vice
President
Business
Development

 
N/A

 
Since 2005, Executive Vice President, Business Development of
Vermilion; from 2002 to 2005 Senior Vice President of Harrison
Lovegrove, oil and gas consultants; from 1978 to 2002, various
positions with ConocoPhillips, a public oil and gas company.
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Name and Municipality of
Residence

 
Office Held

 
Year First
Elected or
Appointed as
Director

 
Principal Occupation During the Past Five Years

       
Curtis W. Hicks
Calgary, Alberta

 

Executive Vice
President and
Chief Financial
Officer  

N/A

 

Since 2004 Executive Vice President and Chief Financial Officer
of Vermilion; from 2003 to 2004 Vice President, Finance and
Chief Financial Officer of Vermilion; from 2000 to 2003, Vice
President Finance and Chief Financial Officer of NAL Oil & Gas
Trust, a public oil and gas trust; from 1998 to 2000, Chief
Executive Officer of Caravan Oil & Gas Ltd, a public oil and gas
company.

       
G.R. (Bob) Mac Dougall
Calgary, Alberta

 

Executive Vice
President and
Chief Operating
Officer

 

N/A

 

Since 2006 Executive Vice President and Chief Operating Officer
of Vermilion; from 2004 to 2006, Chief Operating Officer of
Vermilion; from 1999 to 2004, General Manager of production
and operations of Chevron Texaco Western Canada producing
oil and gas properties.

       
Keith D. Hartman
Calgary, Alberta

 

Vice President
Exploitation

 

N/A

 

Since 2006, Vice President Exploitation of Vermilion; from 2004
to 2006, Director of Exploitation of Vermilion; from 2001 to 2004,
Project Manager and Manager of Production Optimization of
Chevron Texaco Western Canada producing oil and gas
properties.

       
Raj C. Patel
Calgary, Alberta  

Vice President
Marketing  

N/A
 

Since 2001, Vice President, Marketing of Vermilion; from 1996 to
2000, President of Access Energy Management, a private
consulting company.

       
Douglas W. Reynolds
Calgary, Alberta

 

Vice President
Land and New
Ventures  

N/A

 

Since 2004 Vice President, Land and New Ventures of Vermilion;
from 2002 to 2004, Vice President, Land of Vermilion; from 2000
to 2002, Senior Landman and Land Manager for Foothills N.E.
B.C. and Hamburg Areas for Burlington Resources Canada Ltd.,
a public oil and gas company.

       
Daniel Goulet
Biscarosse, France  

Diréctéur
General of
Vermilion REP
S.A.S.

 
N/A

 
Since 2003 Diréctéur General of Vermilion REP S.A.S., a
subsidiary of the Trust; from 2000 to 2003, Production and
Engineering Manager of Vermilion REP S.A.S.

       
Gregory T. Hay
Harlingen, Netherlands

 

Managing
Director,
Vermilion
Netherlands  

N/A

 

Since 2004, Managing Director of Vermilion Oil & Gas
Netherlands B.V., a subsidiary of the Trust; from 2001 to 2003,
Managing Director of Wintershall Noordze BV, an oil and gas
company and Clyde Nederland BV, an oil and gas company, the
Hague, Netherlands; from 1997 to 2001, General Manager,
Wintershall, Tripoli, Libya, an oil and gas company.

       
Bruce D. Lake
Perth, Australia  

Managing
Director,
Vermilion
Australia

 
N/A

 
Since 2005, Managing Director of Vermilion Oil & Gas Australia
Pty Ltd., a subsidiary of the Trust; from 1996 to 2005, Operations
Manager for Apache Energy Limited’s Australian oil and gas
operations.

       
Charles W. Berard
Calgary, Alberta  Corporate

Secretary  N/A  Partner at Macleod Dixon llp, Barristers & Solicitors.

Notes:
(1) Member of the Audit Committee
(2) Member of the Governance and Human Resources Committee
(3) Member of the Health, Safety and Environment Committee
(4) Member of the Reserves Committee
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AUDIT COMMITTEE MATTERS
Audit Committee Charter

Vermilion has established an audit committee (the "Audit Committee") to assist the Board of Directors in carrying out its oversight responsibilities
with respect to, among other things, financial reporting, internal controls and the external audit process of the Trust. The Audit Committee Terms
of Reference are set out in Schedule "C" to this annual information form.
 
Composition of the Audit Committee

The following table sets forth the name of each current member of the Audit Committee, whether pursuant to applicable securities legislation,
such member is considered independent, whether pursuant to applicable securities legislation, such member is considered financially literate and
the relevant education and experience of such member.
 
 
Name

 
Independent

 Financial
Literate

 
Relevant Education and Experience

       
W. Kenneth Davidson

 

Yes

 

Yes

 

Mr. Davidson holds Bachelor of Science degrees in Mathematics and Business
and a Masters in Business Administration degree. Mr. Davidson has obtained
significant financial experience and exposure to accounting and complex financial
issues as a director, officer or consultant to a number of companies involved in the
banking and securities areas of the financial services sector.

       
Joseph F. Killi
(Chair)

 

Yes

 

Yes

 

Mr. Killi holds a Bachelor of Science degree, a Bachelor of Commerce degree and
a Chartered Accountant designation. As a Chartered Accountant, Mr. Killi attained
experience in preparing, auditing, analyzing and evaluating financial statements.
Mr. Killi has an understanding of the accounting principles used by the Trust as
well as the implications of those accounting principles on the Trust's financial
results. Mr. Killi has also obtained significant financial experience and exposure to
accounting and financial issues in a number of senior positions with Parkbridge
Lifestyle Communities Inc., Rosebridge Capital Corp. Inc. and Trizec Corporation
and in his role as a director and audit committee member of other public and
private companies.

       
Larry J. Macdonald

 

Yes

 

Yes

 

Mr. Macdonald holds a Bachelor of Science degree. In 2005, Mr. Macdonald
attended a financial literacy course at the University of Toronto's Rotman's School
of Management in conjunction with the Institute of Corporate Directors. In addition,
Mr. Macdonald has obtained financial experience and exposure to accounting and
financial issues in a number of senior officer positions with Point Energy Ltd.,
Pointwest Energy Inc., Westpoint Energy Inc. and Anderson Exploration Ltd. and
as a director, audit committee member and officer of a number of other public and
private companies as well as not-for-profit organizations.

       
William F. Madison

 

Yes

 

Yes

 

Mr. Madison holds a Bachelor of Science in Petroleum Engineering. Mr. Madison
attended the Harvard Program for Management Development. Mr. Madison has
obtained financial experience and exposure to accounting and financial issues as
the Chairman of Montana Tech Foundation and as a senior executive of Marathon
Oil Company and as a director, audit committee member and officer of other public
and private companies.

External Audit Service Fees

During the years ended December 31, 2005 and 2004, Deloitte & Touche LLP, the auditors of the Trust, received the following fees from the
Trust:

Item  2005 2004 
Audit fees (1)  $ 545,737 $ 411,936 
Audit related fees (2)  $ 154,565 $ 145,275 
Notes:
(1) Audit fees consisted of professional services rendered by Deloitte & Touche llp for the audit of the Trust's financial statements for the years

ended December 31, 2005 and 2004, fees for the review of the quarterly financial statements and services provided in connection with
statutory and regulatory filings or engagements.

(2) Audit related fees are for assurance and related services reasonably related to the performance of the audit or review of the annual financial
statements and are not reported under the heading "Audit Fees".
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Vermilion Share Capital

Vermilion is authorized to issue an unlimited number of common shares and an unlimited number of exchangeable shares issuable in series, of
which an unlimited number of Series A Exchangeable Shares are authorized. The Trust is the sole holder of the issued and outstanding shares
of Vermilion, other than the Exchangeable Shares.

Common Shares

Each common share will entitle its holder to receive notice of and to attend all meetings of the shareholders of Vermilion and to one vote at such
meetings. The holders of common shares will be, at the discretion of the board of directors of Vermilion and subject to applicable legal
restrictions, and subject to certain preferences of holders of Exchangeable Shares, entitled to receive any dividends declared by the board of
directors on the common shares to the exclusion of the holders of Exchangeable Shares, subject to the proviso that no dividends shall be paid on
the common shares unless all declared dividends on the outstanding Exchangeable Shares have been paid in full. The holders of common
shares will be entitled to share equally in any distribution of the assets of Vermilion upon the liquidation, dissolution, bankruptcy or winding-up of
Vermilion or other distribution of its assets among its shareholders for the purpose of winding-up its affairs. Such participation is subject to the
rights, privileges, restrictions and conditions attaching to the Exchangeable Shares and any other shares having priority over the common
shares.

Exchangeable Shares

Each Exchangeable Share will have economic rights (including the right to have the Exchange Ratio adjusted to account for distributions paid to
Unitholders) and voting attributes (through the benefit of the Special Voting Right granted to the Voting and Exchange Trust Agreement Trustee)
as set forth in the Exchangeable Share Provisions. In addition, holders of Exchangeable Shares will have the right to receive Trust Units at any
time in exchange for their Exchangeable Shares, on the basis of the Exchange Ratio in effect at the time of the exchange. Fractional Trust Units
will not be delivered on any exchange of Exchangeable Shares and the Voting and Exchange Trust Agreement. In the event that the Exchange
Ratio in effect at the time of an exchange would otherwise entitle a holder of Exchangeable Shares to a fractional Trust Unit, the number of Trust
Units to be delivered will be rounded down to the nearest whole number of Trust Units. Holders of Exchangeable Shares will not receive cash
distributions from the Trust. Rather, the Exchange Ratio will be adjusted to account for distributions paid to Unitholders in the manner described
below. Holders of Exchangeable Shares may receive dividends from Vermilion at the discretion of the directors of Vermilion.

The initial Exchange Ratio upon the completion of the Arrangement was equal to one. On each Distribution Payment Date, the Exchange Ratio
will be increased, on a cumulative basis, in respect of the Distribution on such date by an amount which assumes the reinvestment of such
Distribution in Trust Units at the then-prevailing Current Market Price of a Trust Unit. The Exchange Ratio will be decreased in respect of any
dividends paid on the Exchangeable Shares by an amount of such dividend divided by the then-prevailing Current Market Price of a Trust Unit.

Ranking

The Exchangeable Shares will rank rateably with shares of any other series of exchangeable shares of Vermilion and prior to any common
shares of Vermilion and any other shares ranking junior to the Exchangeable Shares with respect to the payment of dividends, if any, that have
been declared and the distribution of assets in the event of the liquidation, dissolution or winding-up of Vermilion.

Dividends

Holders of Exchangeable Shares will be entitled to receive cash dividends if, as and when declared by the board of directors of Vermilion.
Vermilion anticipates that it may from time to time declare dividends on the Exchangeable Shares up to but not exceeding any cash distributions
on the Trust Units into which such Exchangeable Shares are exchangeable. In the event that any such dividends are paid, the Exchange Ratio
will be correspondingly reduced to reflect such dividends.
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Certain Restrictions

Vermilion will not, without obtaining the approval of the holders of the Exchangeable Shares as set forth below under the subheading
"Amendment and Approval":

 (a) pay any dividend on the common shares or any other shares ranking junior to the Exchangeable Shares, other than stock dividends
payable in common shares or any other shares ranking junior to the Exchangeable Shares;

 (b) redeem, purchase or make any capital distribution in respect of the common shares or any other shares ranking junior to the
Exchangeable Shares;

 (c) redeem or purchase any other shares of Vermilion ranking equally with the Exchangeable Shares with respect to the payment of
dividends or on any liquidation distribution; or

 (d) amend the articles or by-laws of Vermilion in any manner that would affect the rights or privileges of the holders of Exchangeable
Shares.

The above restrictions in (a), (b) and (c) shall not apply if all declared dividends on the outstanding Exchangeable Shares shall have been paid in
full.

Liquidation or Insolvency of Vermilion

In the event of the liquidation, dissolution or winding-up of Vermilion or any other proposed distribution of the assets of Vermilion among its
shareholders for the purpose of winding up its affairs, a holder of Exchangeable Shares will be entitled to receive from Vermilion, in respect of
each such Exchangeable Share, that number of Trust Units equal to the Exchange Ratio as at the effective date of such event.

Upon the occurrence of such an event, the Trust and Trust Subsidiary will each have the overriding right to purchase all but not less than all of
the Exchangeable Shares then outstanding (other than Exchangeable Shares held by the Trust or any subsidiary of the Trust) at a purchase
price per Exchangeable Share to be satisfied by the issuance or delivery, as the case may be, of that number of Trust Units equal to the
Exchange Ratio at such time and, upon the exercise of this right, the holders thereof will be obligated to sell such Exchangeable Shares to the
Trust or Trust Subsidiary, as applicable. This right may be exercised by either the Trust or Trust Subsidiary.

Upon the occurrence of an Insolvency Event, the Voting and Exchange Trust Agreement Trustee on behalf of the holders of the Exchangeable
Shares will have the right to require the Trust or Trust Subsidiary to purchase any or all of the Exchangeable Shares then outstanding and held
by such holders at a purchase price per Exchangeable Share to be satisfied by the issuance or delivery, as the case may be, of that number of
Trust Units equal to the Exchange Ratio at such time, as described under the subheading "Voting and Exchange Trust Agreement- Optional
Exchange Right".

Automatic Exchange Right on Liquidation of the Trust

The Voting and Exchange Trust Agreement provides that in the event of a Trust liquidation event, as described below, the Trust or Trust
Subsidiary will be deemed to have purchased all outstanding Exchangeable Shares and each holder of Exchangeable Shares will be deemed to
have sold their Exchangeable Shares immediately prior to such Trust liquidation event at a purchase price per Exchangeable Share to be
satisfied by the issuance or delivery, as the case may be, of that number of Trust Units equal to the Exchange Ratio at such time. "Trust
liquidation event" means:

 (a) any determination by the Trust to institute voluntary liquidation, dissolution or winding-up proceedings in respect of the Trust or to effect
any other distribution of assets of the Trust among the Unitholders for the purpose of winding up its affairs; or

 (b) the earlier of, the Trust's receiving notice of and the Trust's otherwise becoming aware of, any threatened or instituted claim, suit,
petition or other proceedings with respect to the involuntary liquidation, dissolution or winding up of the Trust or to effect any other
distribution of assets of the Trust among the Unitholders for the purpose of winding up its affairs in each case where the Trust has failed
to contest in good faith such proceeding within 30 days of becoming aware thereof.
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Retraction of Exchangeable Shares by Holders and Retraction Call Right

Subject to the Retraction Call Right of the Trust and Trust Subsidiary described below, a holder of Exchangeable Shares will be entitled at any
time to require Vermilion to redeem any or all of the Exchangeable Shares held by such holder for a retraction price (the "Retraction Price") per
Exchangeable Share equal to the value of that number of Trust Units equal to the Exchange Ratio as at the date of redemption (the "Retraction
Date"), to be satisfied by the delivery of such number of Trust Units. Fractional Trust Units will not be delivered. Any amount payable on account
of the Retraction Price that includes a fractional Trust Unit will be rounded down to the nearest whole number of Trust Units. Holders of the
Exchangeable Shares may request redemption by presenting to Vermilion or the transfer agent for the Exchangeable Shares a certificate or
certificates representing the number of Exchangeable Shares the holder desires to have redeemed, together with a duly executed retraction
request and such other documents as may be reasonably required to effect the redemption of the Exchangeable Shares. Subject to extension as
described below, the redemption will become effective on the Retraction Date, which will be seven business days after the date on which
Vermilion or the transfer agent receives the retraction notice. Unless otherwise requested by the holder and agreed to by Vermilion, the
Retraction Date will not occur on such seventh business day if such day would occur between any Distribution Record Date and the Distribution
Payment Date that corresponds to such Distribution Record Date. In this case, the Retraction Date will instead occur on such Distribution
Payment Date. The reason for this is to ensure that the Exchange Ratio used in connection with such redemption is increased to account for the
Distribution.

When a holder requests Vermilion to redeem the Exchangeable Shares, the Trust and Trust Subsidiary will have an overriding right (the
"Retraction Call Right") to purchase on the Retraction Date all but not less than all of the Exchangeable Shares that the holder has requested
Vermilion to redeem at a purchase price per Exchangeable Share equal to the Retraction Price, to be satisfied by the delivery of that number of
Trust Units equal to the Exchange Ratio at such time. At the time of a Retraction Request by a holder of Exchangeable Shares, Vermilion will
immediately notify the Trust and Trust Subsidiary. The Trust or Trust Subsidiary must then advise Vermilion within two business days as to
whether the Retraction Call Right will be exercised. A holder may revoke his or her Retraction Request at any time prior to the close of business
on the last business day immediately preceding the Retraction Date, in which case the holder's Exchangeable Shares will neither be purchased
by the Trust or Trust Subsidiary nor be redeemed by Vermilion. If the holder does not revoke his or her Retraction Request, the Exchangeable
Shares that the holder has requested Vermilion to redeem will on the Retraction Date be purchased by the Trust or Trust Subsidiary or
redeemed by Vermilion, as the case may be, in each case at a purchase price per Exchangeable Share equal to the Retraction Price. In addition,
a holder of Exchangeable Shares may elect to instruct the Voting and Exchange Trust Agreement Trustee to exercise the optional exchange right
(the "Optional Exchange Right") to require the Trust or Trust Subsidiary to acquire such holder's Exchangeable Shares in circumstances where
neither the Trust nor Trust Subsidiary have exercised the Retraction Call Right. See "Voting and Exchange Trust Agreement-Optional Exchange
Right".

The Retraction Call Right may be exercised by either the Trust or Trust Subsidiary. If, as a result of solvency provisions of applicable law,
Vermilion is not permitted to redeem all Exchangeable Shares tendered by a retracting holder, Vermilion will redeem only those Exchangeable
Shares tendered by the holder as would not be contrary to such provisions of applicable law. The holder of any Exchangeable Shares not
redeemed by Vermilion will be deemed to have required the Trust to purchase such unretracted Exchangeable Shares in exchange for Trust
Units on the Retraction Date pursuant to the Optional Exchange Right. See "Voting and Exchange Trust Agreement- Optional Exchange Right".

Redemption of Exchangeable Shares

Subject to applicable law and the Redemption Call Right of the Trust and Trust Subsidiary, Vermilion:

 (a) will, on the tenth anniversary of the Effective Date, subject to extension of such date by the board of directors of Vermilion (the
"Automatic Redemption Date"), redeem all but not less than all of the then outstanding Exchangeable Shares for a redemption price per
Exchangeable Share equal to the value of that number of Trust Units equal to the Exchange Ratio as at the last business day prior to
that Redemption Date (as that term is defined below) (the "Redemption Price"), to be satisfied by the delivery of such number of Trust
Units; and

 (b) may, at any time when the aggregate number of issued and outstanding Exchangeable Shares is less than 500,000 (other than
Exchangeable Shares held by the Trust and its subsidiaries and as such shares may be adjusted from time to time) (the "De Minimus
Redemption Date" and, collectively with the Automatic Redemption Date, a "Redemption Date"), redeem all but not less than all of the
then outstanding Exchangeable Shares for the Redemption Price per Exchangeable Share (unless contested in good faith by the Trust).
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Vermilion will, at least 45 days prior to any Redemption Date, provide the registered holders of the Exchangeable Shares with written notice of
the prospective redemption of the Exchangeable Shares by Vermilion.

The Trust and Trust Subsidiary will have the right (the "Redemption Call Right"), notwithstanding a proposed redemption of the Exchangeable
Shares by Vermilion on the applicable Redemption Date, pursuant to the Exchangeable Share Provisions, to purchase on any Redemption Date
all but not less than all of the Exchangeable Shares then outstanding (other than Exchangeable Shares held by the Trust or its subsidiaries) in
exchange for the Redemption Price per Exchangeable Share and, upon the exercise of the Redemption Call Right, the holders of all of the then
outstanding Exchangeable Shares will be obliged to sell all such shares to the Trust or Trust Subsidiary, as applicable. If either the Trust or Trust
Subsidiary exercises the Redemption Call Right, then Vermilion's right to redeem the Exchangeable Shares on the applicable Redemption Date
will terminate. The Redemption Call Right may be exercised by either the Trust or Trust Subsidiary.

Voting Rights

Except as required by applicable law, the holders of the Exchangeable Shares are not entitled as such to receive notice of or attend any meeting
of the shareholders of Vermilion or to vote at any such meeting. Holders of Exchangeable Shares will have the notice and voting rights
respecting meetings of the Trust that are provided in the Voting and Exchange Trust Agreement. See "Voting and Exchange Trust Agreement -
Voting Rights".

Amendment and Approval

The rights, privileges, restrictions and conditions attaching to the Exchangeable Shares may be changed only with the approval of the holders
thereof. Any such approval or any other approval or consent to be given by the holders of the Exchangeable Shares will be sufficiently given if
given in accordance with applicable law and subject to a minimum requirement that such approval or consent be evidenced by a resolution
passed by not less than two-thirds of the votes cast thereon (other than shares beneficially owned by the Trust, or any of its subsidiaries and
other affiliates) at a meeting of the holders of the Exchangeable Shares duly called and held at which holders of at least 5% of the then
outstanding Exchangeable Shares are present in person or represented by proxy. In the event that no such quorum is present at such meeting
within one-half hour after the time appointed therefore, then the meeting will be adjourned to such place and time (not less than ten days later)
as may be determined at the original meeting and the holders of Exchangeable Shares present in person or represented by proxy at the
adjourned meeting will constitute a quorum thereat and may transact the business for which the meeting was originally called. At the adjourned
meeting, a resolution passed by the affirmative vote of not less than two-thirds of the votes cast thereon (other than shares beneficially owned by
the Trust or any of its subsidiaries and other affiliates) will constitute the approval or consent of the holders of the Exchangeable Shares.

Actions by the Trust under the Support Agreement and the Voting and Exchange Trust Agreement

Under the Exchangeable Share Provisions, Vermilion will agree to take all such actions and do all such things as are necessary or advisable to
perform and comply with its obligations under, and to ensure the performance and compliance by the Trust with its obligations under, the
Support Agreement and the Voting and Exchange Trust Agreement.

Non-Resident and Tax-Exempt Holders

Exchangeable Shares will not be issued to persons who are Non-Residents or who are exempt from tax under Part I of the Tax Act.
 
Voting and Exchange Trust Agreement

Voting Rights

In accordance with the Voting and Exchange Trust Agreement, the Trust will issue a Special Voting Right to Computershare Trust Company of
Canada, the Voting and Exchange Trust Agreement Trustee, for the benefit of the holders (other than the Trust and Trust Subsidiary) of the
Exchangeable Shares. The Special Voting Right will carry a number of votes, exercisable at any meeting at which Unitholders are entitled to vote,
equal to the number of Trust Units (rounded down to the nearest whole number) into which the Exchangeable Shares are then exchangeable
multiplied by the number of votes to which the holder of one Trust Unit is then entitled. With respect to any written consent sought from the
Unitholders, each vote attached to the Special Voting Right will be exercisable in the same manner as set forth above.
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Each holder of an Exchangeable Share on the record date for any meeting at which Unitholders are entitled to vote will be entitled to instruct the
Voting and Exchange Trust Agreement Trustee to exercise that number of votes attached to the Special Voting Right which relate to the
Exchangeable Shares held by such holder. The Voting and Exchange Trust Agreement Trustee will exercise each vote attached to the Special
Voting Right only as directed by the relevant holder and, in the absence of instructions from a holder as to voting, will not exercise such votes.

The Voting and Exchange Trust Agreement Trustee will send to the holders of the Exchangeable Shares the notice of each meeting at which the
Unitholders are entitled to vote, together with the related meeting materials and a statement as to the manner in which the holder may instruct
the Voting and Exchange Trust Agreement Trustee to exercise the votes attaching to the Special Voting Right, at the same time as the Trust
sends such notice and materials to the Unitholders. The Voting and Exchange Trust Agreement Trustee will also send to the holders copies of all
information statements, interim and annual financial statements, reports and other materials sent by the Trust to the Unitholders at the same time
as such materials are sent to the Unitholders. To the extent such materials are provided to the Voting and Exchange Trust Agreement Trustee by
the Trust, the Voting and Exchange Trust Agreement Trustee will also send to the holders all materials sent by third parties to Unitholders,
including dissident proxy circulars and tender and exchange offer circulars, as soon as possible after such materials are first sent to Unitholders.

All rights of a holder of Exchangeable Shares to exercise votes attached to the Special Voting Right will cease upon the exchange of all such
holder's Exchangeable Shares for Trust Units. With the exception of administrative changes for the purpose of adding covenants for the
protection of the holders of the Exchangeable Shares, making necessary amendments or curing ambiguities or clerical errors (in each case
provided that the board of directors of Trust Subsidiary and Vermilion are of the opinion that such amendments are not prejudicial to the interests
of the holders of the Exchangeable Shares), the Voting and Exchange Trust Agreement may not be amended without the approval of the holders
of the Exchangeable Shares.

Optional Exchange Right

Upon the occurrence and during the continuance of:

 (a) an Insolvency Event; or

 (b) circumstances in which the Trust or Trust Subsidiary may exercise a Call Right, but elect not to exercise such Call Right;

a holder of Exchangeable Shares will be entitled to instruct the Trustee to exercise the Optional Exchange Right with respect to any or all of the
Exchangeable Shares held by such holder, thereby requiring the Trust or Trust Subsidiary to purchase such Exchangeable Shares from the
holder. Immediately upon the occurrence of (i) an Insolvency Event, (ii) any event which will, with the passage of time or the giving of notice,
become an Insolvency Event, or (iii) the election by the Trust and Trust Subsidiary not to exercise a Call Right which is then exercisable by the
Trust and Trust Subsidiary, Vermilion, the Trust or Trust Subsidiary will give notice thereof to the Trustee. As soon as practicable thereafter, the
Trustee will then notify each affected holder of Exchangeable Shares (who has not already provided instructions respecting the exercise of the
Optional Exchange Right) of such event or potential event and will advise such holder of its rights with respect to the Optional Exchange Right.

The purchase price payable by the Trust or Trust Subsidiary for each Exchangeable Share to be purchased under the Optional Exchange Right
will be satisfied by the issuance of that number of Trust Units equal to the Exchange Ratio as at the last business day prior to the day of closing
of the purchase and sale of such Exchangeable Share under the Exchange Right (the "Exchange Price").

If, as a result of solvency provisions of applicable law, Vermilion is unable to redeem all of a holder's Exchangeable Shares which such holder is
entitled to have redeemed in accordance with the Exchangeable Share Provisions, the holder will be deemed to have exercised the Optional
Exchange Right with respect to the unredeemed Exchangeable Shares and the Trust or Trust Subsidiary will be required to purchase such
shares from the holder in the manner set forth above.
 
Support Agreement

The Trust Support Obligation

Under the Support Agreement, the Trust will agree that:
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 (a) the Trust will take all actions and do all things necessary to ensure that Vermilion is able to pay to the holders of the Exchangeable

Shares the Liquidation Amount in the event of a liquidation, dissolution or winding-up of Vermilion, the Retraction Price in the event of
the giving of a Retraction Request by a holder of Exchangeable Shares, or the Redemption Price in the event of a redemption of
Exchangeable Shares by Vermilion; and

 (b) the Trust will not vote or otherwise take any action or omit to take any action causing the liquidation, dissolution or winding-up of
Vermilion.

The Support Agreement will also provide that the Trust will not issue or distribute to the holders of all or substantially all of the outstanding Trust
Units:

 (a) additional Trust Units or securities convertible into Trust Units;

 (b) rights, options or warrants for the purchase of Trust Units; or

 (c) units or securities of the Trust other than Trust Units, evidences of indebtedness of the Trust or other assets of the Trust;

unless the same or an equivalent distribution is made to holders of Exchangeable Shares, an equivalent change is made to the Exchangeable
Shares, or the approval of Vermilion and holders of Exchangeable Shares has been obtained.

In addition, the Trust may not subdivide, reduce, consolidate, reclassify or otherwise change the terms of the Trust Units unless an equivalent
change is made to the Exchangeable Shares or the approval of the holders of Exchangeable Shares has been obtained.

In the event of any proposed takeover bid, or similar transaction affecting the Trust Units and supported by the Trust, the Trust will use
reasonable efforts to take all actions necessary or desirable to enable holders of Exchangeable Shares to participate in such transaction to the
same extent and on an economically equivalent basis as the Unitholders.

The Support Agreement also provides that, as long as any outstanding Exchangeable Shares are owned by any person or entity other than the
Trust or any of its respective subsidiaries and other affiliates, the Trust will, unless approval to do otherwise is obtained from the holders of
Exchangeable Shares, remain the direct or indirect beneficial owner collectively of more than 50% of all of the issued and outstanding voting
securities of Vermilion, provided that the Trust will not be in violation of this obligation if a party acquires all or substantially all of the assets of the
Trust. With the exception of administrative changes for the purpose of adding covenants for the protection of the holders of the Exchangeable
Shares, making certain necessary amendments or curing ambiguities or clerical errors (in each case provided that the board of directors of
Vermilion and the Trustee are of the opinion that such amendments are not prejudicial to the interests of the holders of the Exchangeable
Shares), the Support Agreement may not be amended without the approval of the holders of the Exchangeable Shares.

Under the Support Agreement, the Trust will agree to not exercise any voting rights attached to the Exchangeable Shares owned by it or any of
its subsidiaries and other affiliates on any matter considered at meetings of holders of Exchangeable Shares (including any approval sought from
such holders in respect of matters arising under the Support Agreement).

Delivery of Trust Units

The Trust will agree to make such filings and seek such regulatory consents and approvals as are necessary so that the Trust Units issuable
upon the exchange of Exchangeable Shares will be issued in compliance with applicable securities laws in Canada and may be traded freely on
the TSX or such other exchange on which the Trust Units may be listed, quoted or posted for trading from time to time.
 
Notes

The following summary of the material attributes and characteristics of the Notes does not purport to be complete and is qualified in its entirety
by reference to the provisions of a note indenture (the "Note Indenture") dated January 16, 2003 and made between Vermilion Acquisition Ltd.
(prior to its amalgamation with Vermilion under the Arrangement) and Computershare Trust Company of Canada, as trustee (the "Note Trustee"),
which contains a complete statement of such attributes and characteristics. The Notes have been issued under the Note Indenture.
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Terms and Issue of Notes

Pursuant to the Arrangement, Notes were issued to the Trust and to former holders of common shares and options of Vermilion. Notes issued to
such former holders were transferred by such holders to the Trust in return for Trust Units. As a result, the Trust holds all of the issued and
outstanding Notes.

The Notes are unsecured and bear interest from the date of issue at 13% per annum. Interest will be payable for each month during the term on
the 15th day of the month following such month. The first interest payment was due on March 15, 2003 for the period commencing on the
Effective Date and ending on February 28, 2003.

Although pursuant to the terms of the Note Indenture Vermilion is permitted to make payments against the principal amount of the Notes
outstanding from time to time without notice or bonus, Vermilion is not required to make any payment in respect of principal until December 31,
2028, subject to the terms of any secured financing and subject to extension in the limited circumstances provided in the Note Indenture.

In contemplation of the possibility that Notes may be distributed to Unitholders upon the redemption of their Trust Units, the Note Indenture
provides that if persons other than the Trust (the "Non-Fund Holders") own Notes having an aggregate principal amount in excess of $1,000,000,
either the Trust or the Non-Fund Holders shall be entitled, among other things, to require the Note Trustee to exercise the powers and remedies
available under the Note Indenture upon an event of default and, with the Trust, the Non-Fund Holders may provide consents, waivers or
directions relating generally to the variance of the Note Indenture and the rights of noteholders. The Note Indenture will allow the Trust flexibility
to delay payments of interest or principal otherwise due to it while payment is made to other noteholders, and to allow other noteholders to be
paid out before the Trust. Any delayed payments will be due 5 days after demand.

Principal and interest on the Notes will be payable in lawful money of Canada directly to the holders of Notes at their address set forth in the
register of holders of Notes.

Ranking

The Notes will be unsecured debt obligations of Vermilion and will rank pari passu  with all other unsecured indebtedness of Vermilion, but
subordinate to all secured debt.

Events of Default

The Note Indenture will provide that any of the following shall constitute an Event of Default: (a) default in payment of the principal of the Notes
when required; (b) the failure to pay all of the interest obligations on the Notes for a period of three months; (c) if Vermilion has defaulted and a
demand for payment has been made under any material instrument, indenture or document evidencing indebtedness of more than $5 million and
Vermilion has failed to remedy such default within applicable curative periods; (d) certain events of winding-up, liquidation, bankruptcy,
insolvency, receivership or seizure; (e) default in the observance or performance of any other covenant or condition of the Note Indenture and
continuance of such default for a period of 30 days after notice in writing has been given by the Note Trustee to Vermilion specifying such default
and requiring Vermilion to rectify the same; (f) Vermilion ceasing to carry on its business; and (g) material default by Vermilion under material
agreements if property is liable to forfeiture or termination.
 
Royalty Agreement

Coincident with the Arrangement becoming effective, the Partnership and the Trust entered into the Royalty Agreement pursuant to which the
Partnership granted the Royalty to the Trust. As owner of the Royalty, the Trust is entitled to cash distributions of approximately 99% of the cash
flow from all present and future oil and gas properties and related tangibles owned by the Partnership after certain costs, expenditures and
deductions which include 99% of: (i) all amounts of interest and principal payable by Vermilion on account of or in respect of its credit facilities (ii)
specified amounts of interest and principal payable by Vermilion on account of or in respect of its indebtedness to the Trust; (iii) the Partnership's
share of operating costs and capital expenditures; (iv) amounts required to be paid to certain reserves; (v) general and administrative expenses;
and (vi) acquisition costs of future oil and gas properties and related tangibles. Such cash distributions are to be paid on or about the 15th day of
the second month following the month to which the distribution relates.
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From time to time upon notice from the Partnership, the Trust has an obligation (the "Deferred Purchase Price Obligation") to pay the
Partnership, as additional consideration for the Royalty, such portion of the acquisition cost of future oil and gas properties and capital
expenditures including amounts borrowed by Vermilion to fund such costs and expenditures as may be designated by the Partnership. The
Trust's obligation to pay amounts as a Deferred Purchase Price Obligation is subject to it having available funds from certain designated sources.

The Partnership is entitled to make farmouts or other similar dispositions of specific interests in any part of the properties subject to the Royalty,
and upon the farmee or other participant earning its interest pursuant to the farmout or other disposition, the Royalty shall burden only the
working interest retained by or reserved to the Partnership. Any net proceeds from the sale of properties subject to the Royalty (to the extent
allocable to petroleum and natural gas rights) shall be allocated to the Trust as to 99%. The remaining 1% and all amounts allocated to tangibles
and miscellaneous interests shall be allocated to the Partnership.

Under the Royalty Agreement, the Trust is obligated to reimburse the Partnership in respect of 99% of certain non-deductible crown royalties
paid by the Partnership; and the Partnership shall be entitled to set off such amounts reimbursable to it against payments to the Trust on account
of the Royalty.

The Royalty does not constitute an interest in land. Except upon the insolvency of the Partnership, the Trust is not entitled to take its share of
production in kind or to separately sell or market its share of petroleum substances.
 

MARKET FOR, PRICE RANGE AND TRADING VOLUME OF SECURITIES

The outstanding Trust Units of the Trust are listed and posted for trading on the TSX under the symbol VET.UN. The following table sets forth
the closing price range and trading volume of the Trust Units for the periods indicated:

2005  High Low Volume (000's) 
January  $ 21.62 $ 19.67  3,931 
February  $ 23.50 $ 21.22  6,400 
March  $ 23.99 $ 20.61  4,714 
April  $ 23.25 $ 20.14  3,669 
May  $ 23.53 $ 20.21  3,623 
June  $ 24.20 $ 22.50  3,306 
July  $ 25.85 $ 23.39  3,363 
August  $ 27.34 $ 24.00  3,407 
September  $ 29.67 $ 26.10  3,734 
October  $ 29.49 $ 22.83  4,971 
November  $ 29.89 $ 25.05  3,879 
December  $ 30.42 $ 28.42  4,746 
2006   High  Low  Volume (000's)
January  $ 31.07 $ 29.55  3,061 
February  $ 31.21 $ 26.51  4,230 
March 1 to 15  $ 33.27 $ 30.40  2,805 

CONFLICTS OF INTEREST

The directors and officers of Vermilion are engaged in and will continue to engage in other activities in the oil and natural gas industry and, as a
result of these and other activities, the directors and officers of Vermilion may become subject to conflicts of interest. The ABCA provides that in
the event that a director has an interest in a contract or proposed contract or agreement, the director shall disclose his interest in such contract
or agreement and shall refrain from voting on any matter in respect of such contract or agreement unless otherwise provided under the ABCA.
To the extent that conflicts of interest arise, such conflicts will be resolved in accordance with the provisions of the ABCA.

As at the date hereof, neither the Trust nor Vermilion is aware of any existing or potential material conflicts of interest between the Trust and
Vermilion and a director or officer of Vermilion.
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INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

Neither the Trustee, Vermilion nor any director or officer of Vermilion, nor any other insider of the Trust, or Vermilion, nor any associate or affiliate
of any one of them has or has had, at any time since the year ended December 31, 2005, any material interest, direct or indirect, in any
transaction or proposed transaction that has materially affected or would materially affect the Trust or Vermilion.

 
LEGAL PROCEEDINGS

The Trust is not party to any significant legal proceedings as of March 15, 2006.
 

MATERIAL CONTRACTS

The Trust has not entered into any material contracts outside its normal course of business.
 

INTERESTS OF EXPERTS

As at the date hereof, principals of GLJ, the independent engineers for the Trust, personally disclosed in certificates of qualification that they
neither had nor expected to receive any of the outstanding Trust Units.

 
TRANSFER AGENT AND REGISTRAR

The transfer agent and registrar for the Trust Units is Computershare Trust Company of Canada at its principal offices in Calgary, Alberta and
Toronto, Ontario.

 
RISK FACTORS

The following is a summary of certain risk factors relating to the business of Vermilion and the Trust. The following information is a summary only
of certain risk factors and is qualified in its entirety by reference to, and must be read in conjunction with, the detailed information appearing
elsewhere in this annual information form. Unitholders and potential Unitholders should consider carefully the information contained herein and,
in particular, the following risk factors.
 
Reserve Estimates

The reserve and recovery information contained in the GLJ Report is only an estimate and the actual production and ultimate reserves from the
properties may be greater or less than the estimates prepared by GLJ.
 
Volatility of Oil and Natural Gas Prices

The Trust's operational results and financial condition will be dependent on the prices received by Vermilion for oil and natural gas production.
Oil and natural gas prices have fluctuated widely during recent years and are determined by supply and demand factors, including weather and
general economic conditions as well as conditions in other oil and natural gas regions. Any decline in oil and natural gas prices could have an
adverse effect on Vermilion's ability to satisfy its obligations under the Notes and on amounts, if any, payable by the Partnership to the Trust
under the Royalty Agreement thereby decreasing the amount of Distributable Cash to be distributed to Unitholders.
 
Changes in Legislation

There can be no assurance that income tax laws and government incentive programs relating to the oil and gas industry in Canada and the
foreign jurisdictions in which the Trust operates, will not be changed in a manner which adversely affects Unitholders. This includes, but is not
limited to the status of mutual fund trusts and the resource allowance.
 
Investment Eligibility

If the Trust ceases to qualify as a mutual fund trust, the Trust Units will cease to be qualified investments for registered retirement savings plans,
registered retirement income funds, deferred profit sharing plans and registered education savings plans ("Exempt Plans") which will have
adverse tax consequences to Exempt Plans or their annuitants or beneficiaries.
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Competition
 
Vermilion actively competes for reserve acquisitions, exploration leases, licences and concessions and skilled industry personnel with a
substantial number of other oil and gas companies, some of which have significantly greater financial resources than Vermilion. Vermilion's
competitors include major integrated oil and natural gas companies and numerous other independent oil and natural gas companies and
individual producers and operators.
 
The oil and gas industry is highly competitive. Vermilion's competitors for the acquisition, exploration, production and development of oil and
natural gas properties, and for capital to finance such activities, include companies that have greater financial and personnel resources available
to them than Vermilion.
 
Vermilion's ability to successfully bid on and acquire additional property rights, to discover reserves, to participate in drilling opportunities and to
identify and enter into commercial arrangements with customers will be dependent upon developing and maintaining close working relationships
with its future industry partners and joint operators and its ability to select and evaluate suitable properties and to consummate transactions in a
highly competitive environment.

Operational Matters

The operation of oil and gas wells involves a number of operating and natural hazards which may result in blowouts, environmental damage and
other unexpected or dangerous conditions resulting in damage to Vermilion and possible liability to third parties. Vermilion will maintain liability
insurance, where available, in amounts consistent with industry standards. Business interruption insurance may also be purchased for selected
facilities, to the extent that such insurance is available. Vermilion may become liable for damages arising from such events against which it
cannot insure or against which it may elect not to insure because of high premium costs or other reasons. Costs incurred to repair such damage
or pay such liabilities may impair Vermilion's ability to satisfy its obligations under the Notes or reduce the amount receivable by the Trust from
the Partnership under the Royalty Agreement.

Continuing production from a property, and to some extent the marketing of production therefrom, are largely dependent upon the ability of the
operator of the property. To the extent the operator fails to perform these functions properly, revenue may be reduced. Payments from
production generally flow through the operator and there is a risk of delay and additional expense in receiving such revenues if the operator
becomes insolvent. Although satisfactory title reviews are generally conducted in accordance with industry standards, such reviews do not
guarantee or certify that a defect in the chain of title may not arise to defeat the claim of Vermilion or its subsidiaries to certain properties. Such
circumstances could impair Vermilion's ability to satisfy its obligations under the Notes or reduce the amount receivable by the Trust from the
Partnership under the Royalty Agreement.
 
Environmental Concerns

The oil and natural gas industry is subject to environmental regulation pursuant to local, provincial and federal legislation. A breach of such
legislation may result in the imposition of fines or issuance of clean up orders in respect of Vermilion or its assets. Such legislation may be
changed to impose higher standards and potentially more costly obligations on Vermilion. Although the Trust has established a reclamation fund
for the purpose of funding its currently estimated future environmental and reclamation obligations based on its current knowledge, there can be
no assurance that the Trust will be able to satisfy its actual future environmental and reclamation obligations.
 
Kyoto Protocol

Canada, France and Netherlands are signatories to the United Nations Framework Convention on Climate Change and all have ratified the
Kyoto Protocol established thereunder. Canada, France and Netherlands, as Annex B parties to the Kyoto Protocol, and France and Netherlands
as a party to the European Union Regional Integration Organization, are required to set legally binding targets to reduce nation-wide emissions of
carbon dioxide, methane, nitrous oxide and other so-called "greenhouse gasses".

Vermilion's exploration and production facilities and other operations and activities in Canada, France, Netherlands and Australia will emit a small
amount of greenhouse gasses which may subject Vermilion to legislation regulating emissions of greenhouse gases and which may include a
requirement to reduce emissions or emissions intensity from Vermilion's operations and facilities. The direct or indirect costs of complying with
emissions regulations may adversely affect the business of Vermilion in Canada, France, the Netherlands and Australia.
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Debt Service

Vermilion may, from time to time, finance a significant portion of its operations through debt (other than the Notes). Amounts paid in respect of
interest and principal on debt incurred by Vermilion may impair Vermilion's ability to satisfy its obligations under the Notes or reduce the amount
received by the Trust under the Royalty Agreement. Variations in interest rates and scheduled principal repayments could result in significant
changes in the amount required to be applied to debt service before payment by Vermilion of its obligations under the Notes or the Royalty
Agreement. Ultimately, this may result in lower levels of Distributable Cash for the Trust.

Lenders will be provided with security over substantially all of the assets of Vermilion its Subsidiaries and the Trust. If Vermilion becomes unable
to pay its debt service charges or otherwise commits an event of default such as bankruptcy, a lender may foreclose on or sell the assets of
Vermilion its Subsidiaries and the Trust.
 
Delay in Cash Distributions

In addition to the usual delays in payment by purchasers of oil and natural gas to the operators of the properties, and by the operator to
Vermilion, payments between any of such parties may also be delayed by restrictions imposed by lenders, delays in the sale or delivery of
products, delays in the connection of wells to a gathering system, blowouts or other accidents, recovery by the operator of expenses incurred in
the operation of the properties or the establishment by the operator of reserves for such expenses.
 
Taxation of Vermilion

Vermilion is subject to taxation in each taxation year on its income for the year, after deducting interest paid to the Trust pursuant to the Note
Indenture and after deducting payments, if any, made to the Trust with respect to the Royalty Agreement. During the period that Exchangeable
Shares issued by Vermilion are outstanding, a portion of the cash flow from operations will be subject to tax to the extent that there are not
sufficient resource pool deductions, capital cost allowance or utilization of prior years non-capital losses to reduce taxable income to zero.
Vermilion intends to deduct, in computing its income for tax purposes, the full amount available for deduction in each year associated with the
income tax resource pools, undepreciated capital cost ("UCC") and non-capital losses carried forward from Vermilion, if any, plus resource pools
and UCC created by capital expenditures of Vermilion. If there are not sufficient resource pools, UCC and non-capital losses carried forward or
other deductions to shelter the income of Vermilion, then cash taxes may be payable by Vermilion. In addition, there can be no assurance that
taxation authorities will not seek to challenge the amount of interest expense. If such a challenge were to succeed against Vermilion, it could
materially adversely affect the amount of Distributable Cash available.

Further, interest on the Notes accrues at the Trust level for income tax purposes whether or not actually paid. The Trust Indenture provides that
an amount equal to the taxable income of the Trust will be distributed each year to Unitholders in order to reduce the Trust's taxable income to
zero. Where interest payments on the Notes are due but not paid in whole or in part, the Trust Indenture provides that any additional amount
necessary to be distributed to Unitholders may be distributed in the form of Units rather than in cash. Unitholders will be required to include such
additional amount in income even though they do not receive a cash distribution.
 
Depletion of Reserves

The Trust has certain unique attributes which differentiate it from other oil and gas industry participants. Distributions of Distributable Cash in
respect of properties, absent commodity price increases or cost effective acquisition and development activities, will decline over time in a
manner consistent with declining production from typical oil, natural gas and natural gas liquids reserves. Vermilion will not be reinvesting cash
flow in the same manner as other industry participants. Accordingly, absent capital injections or acquisitions of additional oil and gas properties,
Vermilion's initial production levels and reserves will decline.

Vermilion's future oil and natural gas reserves and production, and therefore its cash flows, will be highly dependent on Vermilion's success in
exploiting its reserve base and acquiring additional reserves. Without reserve additions through acquisition or development activities, Vermilion's
reserves and production will decline over time as reserves are exploited.
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Net Asset Value

The net asset value of the assets of the Trust from time to time will vary dependent upon a number of factors beyond the control of management,
including oil and gas prices. The trading prices of the Trust Units from time to time is also determined by a number of factors which are beyond
the control of management and such trading prices may be greater than the net asset value of the Trust's assets.
 
Return of Capital

Trust Units will have no value when reserves from the underlying assets of the Trust can no longer be economically produced and, as a result,
cash distributions do not represent a "yield" in the traditional sense as they represent both return of capital and return on investment.
 
Nature of Trust Units

The Trust Units do not represent a traditional investment in the oil and natural gas sector and should not be viewed by investors as shares in
Vermilion. The Trust Units represent a fractional interest in the Trust. As holders of Trust Units, Unitholders will not have the statutory rights
normally associated with ownership of shares of a corporation including, for example, the right to bring "oppression" or "derivative" actions. The
Trust's sole assets will be its shares in Vermilion, the Notes, the Royalty Agreement and other investments in securities. The price per Trust Unit
is a function of anticipated Distributable Cash, the underlying assets of the Trust and management's ability to effect long-term growth in the value
of the Trust. The market price of the Trust Units will be sensitive to a variety of market conditions including, but not limited to, interest rates and
the ability of the Trust to acquire suitable oil and natural gas properties. Changes in market conditions may adversely affect the trading price of
the Trust Units.

The Trust Units are not "deposits" within the meaning of the Canada Deposit Insurance Corporation Act  (Canada) and are not insured under the
provisions of that Act or any other legislation. Furthermore, the Trust is not a trust company and, accordingly, is not registered under any trust
and loan company legislation as it does not carry on or intend to carry on the business of a trust company.
 
Unitholders Limited Liability

The Trust Indenture provides that no Unitholders will be subject to any liability in connection with the Trust or its obligations and affairs and, in
the event that a court determines Unitholders are subject to any such liabilities, the liabilities will be enforceable only against, and will be satisfied
only out of the Trust's assets. Pursuant to the Trust Indenture, the Trust will indemnify and hold harmless each Unitholder from any costs,
damages, liabilities, expenses, charges and losses suffered by a Unitholder resulting from or arising out of such Unitholder not having such
limited liability.

The Trust Indenture provides that all written instruments signed by or on behalf of the Trust must contain a provision to the effect that such
obligation will not be binding upon Unitholders personally. Personal liability may also arise in respect of claims against the Trust that do not arise
under contracts, including claims in tort, claims for taxes and possibly certain other statutory liabilities. The possibility of any personal liability of
this nature arising is considered unlikely.

In addition, the Income Trust  Liability Act (Alberta) provides that the beneficiary of a trust that is (a) created by a trust instrument governed by the
laws of Alberta, and (b) a reporting issuer as defined in the Securities Act (Alberta), is not liable as a beneficiary for any act, default, obligation or
liability of the trustee.

The operations of the Trust will be conducted, upon the advice of counsel, in such a way and in such jurisdictions as to avoid as far as possible
any material risk of liability on the Unitholders for claims against the Trust.
 
Statutory Remedies

The Trust is not a legally recognized entity within the relevant definitions of the Bankruptcy and Insolvency Act  (Canada), the Companies'
Creditors Arrangement Act (Canada) and in some cases, the Winding Up and  Restructuring Act (Canada). As a result, in the event a
restructuring of the Trust was necessary, the Trust would not be able to access the remedies available thereunder. In the event of a restructuring,
a holder of Trust Units may be in a different position that a holder of unsecured indebtedness of a corporation.
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Variations in Interest Rates and Foreign Exchange Rates

Variations in interest rates could result in a significant change in the amount the Trust pays to service debt, potentially impacting distributions to
Unitholders.

In addition, the exchange rate for the Canadian dollar versus the U.S. dollar has increased significantly over the last 12 months, resulting in the
receipt by the Trust of fewer Canadian dollars for its production which may affect future distributions. VRL has initiated certain hedges to mitigate
these risks. The increase in the exchange rate for the Canadian dollar and future Canadian/United States exchange rates may impact future
distributions and the future value of the Trust's reserves as determined by independent evaluators.
 
Mutual Fund Trust Status

It is intended that the Trust continue to qualify as a mutual fund trust for the purposes of the Income Tax Act (Canada) (the "Tax Act"). The Trust
may not, however, always be able to satisfy any future requirement for the maintenance of mutual fund trust status. Should the status of the
Trust as a mutual fund trust be lost or successfully challenged by a relevant tax authority, certain adverse consequences may arise for the Trust
and Unitholders. Some of the significant consequences of losing mutual fund trust status are as follows:

 · By virtue of its status as a mutual fund trust, the Trust has been accepted for registration as a "registered investment" for registered
retirement savings plans ("RRSPs"), registered retirement income funds ("RRIFs"), deferred profit sharing plans and registered
education savings plans (“RESPs”) (collectively, "Exempt Plans"). As such, Trust Units are qualified investments for Exempt Plans and if
the Trust's status as a "registered investment" is revoked in any year by virtue of ceasing to be a "mutual fund trust", the Trust Units
would remain as qualified investments for Exempt Plans and RESPs until the end of the year following such year.

 · Where at the end of any month an Exempt Plan holds Trust Units that are not qualified investments, the Exempt Plan must, in respect of
that month, pay a tax under Part XI.1 of the Tax Act equal to 1 percent of the fair market value of the Trust Units at the time such Trust
Units were acquired by the Exempt Plan. An RRSP or RRIF holding Trust Units that are not qualified investments would become taxable
on income attributable to the Trust Units while they are not qualified investments (including the entire amount of any capital gain arising
on a disposition of the non-qualified investment). RESPs which hold Trust Units that are not qualified investments may have their
registration revoked by the Canada Customs and Revenue Agency.

 · The Trust would be taxed on certain types of income distributed to Unitholders, including income generated by the royalty held by the
Trust. Payment of this tax may have adverse consequences for some Unitholders, particularly Unitholders that are not residents of
Canada and residents of Canada that are otherwise exempt from Canadian income tax.

 · The Trust would cease to be eligible for the capital gains refund mechanism available under the Tax Act.

 · Trust Units held by Unitholders that are not residents of Canada would become taxable Canadian property. These non-resident holders
would be subject to Canadian income tax on any gains realized on a disposition of Trust Units held by them.

In addition, the Trust may take certain measures in the future to the extent the Trust believes such measures are necessary to ensure the Trust
maintains its status as a mutual fund trust. These measures could be adverse to certain holders of Trust Units.

 
ADDITIONAL INFORMATION

Additional information relating to the Trust may be found on SEDAR at www.sedar.com. Additional information related to the remuneration and
indebtedness of the directors and officers of VRL, and the principal holders of Trust Units and Rights to purchase Trust Units and securities
authorized for issuance under the Trust's equity compensation plans, where applicable, are contained in the information circular of the Trust in
respect of its most recent annual meeting of Unitholders. Additional financial information is provided in the Trust's audited financial statements
and management's discussion and analysis for the year ended December 31, 2005.
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SCHEDULE "A"
REPORT ON RESERVES DATA BY INDEPENDENT QUALIFIED RESERVES EVALUATOR OR AUDITOR (FORM 51-101F2)

To the board of directors of Vermilion Energy Trust (the "Company"):

1. We have prepared an evaluation of the Company’s reserves data as at December 31, 2005. The reserves data consist of the following:

 (a) (i) proved and proved plus probable oil and gas reserves estimated as at December 31, 2005, using forecast prices and costs; and

  (ii) the related estimated future net revenue; and

 (b) (i) proved oil and gas reserves estimated as at December 31, 2005, using constant prices and costs; and

  (ii) the related estimated future net revenue.

2. The reserves data are the responsibility of the Company’s management. Our responsibility is to express an opinion on the reserves data
based on our evaluation.

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

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

4. The following table sets forth the estimated future net revenue (before deduction of income taxes) attributed to proved plus probable
reserves, estimated using forecast prices and costs and calculated using a discount rate of 10 percent, included in the reserves data of the
Company evaluated by us for the year ended December 31, 2005, and identifies the respective portions thereof that we have audited,
evaluated and reviewed and reported on to the Company's board of directors:

  Description
and 

Location of
Reserves  Net Present Value of Future Net Revenue  

Independent  Preparation
Date of 

(Country or
Foreign (before income taxes, 10% discount rate - $M)  

Qualified Reserves
Evaluator  Evaluation

Report 
Geographic

Area) Audited Evaluated Reviewed Total 
GLJ Petroleum
Consultants   

February 17,
2006  Australia  - $ 339.3  - $ 339.3 

GLJ Petroleum
Consultants   

February 17,
2006  Canada  - $ 652.6  - $ 652.6 

GLJ Petroleum
Consultants   

February 17,
2006  France  - $ 591.1  - $ 591.1 

GLJ Petroleum
Consultants   

February 17,
2006  Netherlands  - $ 159.2  - $ 159.2 

TOTAL         - $ 1,742.2  - $ 1,742.2 

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

6. We have no responsibility to update our reports referred to in paragraph 4 for events and circumstances occurring after their respective
preparation dates.

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

 
EXECUTED as to our report referred to above:

GLJ Petroleum Consultants Ltd., Calgary, Alberta, Canada, February 17, 2006

“Jodi L. Anhorn ”  
Jodi L. Anhorn, M. Sc., P. Eng. VP Corporate Evaluations  
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SCHEDULE "B"
REPORT OF MANAGEMENT AND DIRECTORS ON OIL AND GAS DISCLOSURE (FORM 51-101F3)

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

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

 (a) (1) Proved and Proved plus probable oil and gas reserves estimated as at December 31, 2005 using forecast prices and costs; and

  (ii) the related estimated future net revenue; and

 (b) (2) Proved oil and gas reserves estimated as at December 31, 2005 using constant prices and costs; and

  (ii) the related estimated future net revenue.

Independent qualified reserves evaluators have evaluated and reviewed the Company's reserves data. The report of the independent qualified
reserves evaluators is presented in Schedule A to the Annual Information Form of the Company for the year ended December 31, 2005.

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

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

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

 (c) reviewed the reserves data with Management and the independent qualified reserves evaluators.

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

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

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

 (c) the content and filing of this report.

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

“Lorenzo Donadeo”  
President and Chief Executive Officer  
  
“Curtis Hicks”  
Executive Vice President and Chief Financial Officer  
  
“Larry J. Macdonald”  
Director  
  
“William F. Madison”  
Director  
March 15, 2006  
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SCHEDULE "C"
AUDIT COMMITTEE TERMS OF REFERENCE

I. PURPOSE

The primary function of the Audit Committee (the “Committee”) is to assist the Board in fulfilling its oversight responsibilities by reviewing:

 A. the financial information that will be provided to the unitholders and others;

 B. the systems of internal controls, management and the Board of Directors have established; and

 C. all audit processes.

 D. Primary responsibility for the financial reporting, information systems, risk management and internal controls of Vermilion Energy Trust
(“Vermilion” or the “Trust”) is vested in management and is overseen by the Board.

II. COMPOSITION AND OPERATIONS

 A. The Committee shall be composed of not fewer than three directors and not more than five directors, all of whom are independent
1directors of Vermilion.

 B. All Committee members shall be “financially literate”2 and at least one member shall have "accounting or related financial expertise". The
Committee may include a member who is not financially literate, provided he or she attains this status within a reasonable period of time
following his or her appoint and providing the Board has determined that including such member will not materially adversely affect the
ability of the Committee to act independently.

 
 C. The Committee shall operate in a manner that is consistent with the Committee Guidelines outlined in Tab 8 of the Board Manual.

 D. Vermilion’s auditors shall be advised of the names of the committee members and will receive notice of and be invited to attend meetings
of the Audit Committee, and to be heard at those meetings on matters relating to the Auditor's duties.

 E. The Committee has the authority to communicate with the external auditors as it deems appropriate to consider any matter that the
Committee or auditors determine should be brought to the attention of the Board or unitholders.

 F. The Committee shall meet at least four times each year.

III. DUTIES AND RESPONSIBILITIES

Subject to the powers and duties of the Board, the Committee will perform the following duties:

 A. Financial Statements and Other Financial Information
The Committee will review and recommend for approval to the Board financial information that will be made publicly available. This
includes:

 i) review and recommend approval of Vermilion’s annual financial statements and MD&A and report to the Board of Directors before
the statements are approved by the Board of Directors;

 ii) review and approve for release Vermilion’s quarterly financial statements and press release;
 
 

1 Independence requirements, including those specifically for Audit Committee members, are described in the Appendix to Tab 6, Board
Operating Guidelines.

2 The Board has adopted the definition of “financial literacy”, contained in Multilateral Instrument 52-110, Audit Committees, which requires that
an individual has the ability to read and understand a set of financial statements that present a breadth and level of complexity of accounting
issues that are generally comparable to the breadth and complexity of the issues that can reasonably be expected to be raised by the issuer's
financial statements.
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AUDIT COMMITTEE TERMS OF REFERENCE (CONTINUED)

 iii) satisfy itself that adequate procedures are in place for the review of the public disclosure of financial information extracted or derived
from Vermilion’s financial statements, other than the public disclosure referred to in items (i) and (ii) above, and periodically assess
the adequacy of those procedures; and

 iv) review the Annual Information Form and any Prospectus/Private Placement Memorandums.

Review and discuss:

 v) the appropriateness of accounting policies and financial reporting practices used by Vermilion;

 vi) any significant proposed changes in financial reporting and accounting policies and practices to be adopted by Vermilion; and

 vii) any new or pending developments in accounting and reporting standards that may affect Vermilion.

 B. Risk Management, Internal Control and Information Systems
The Audit Committee will review and obtain reasonable assurance that the risk management, internal control and information systems
are operating effectively to produce accurate, appropriate and timely management and financial information. This includes:

 i) review the Trust’s risk management controls and policies;

 ii) obtain reasonable assurance that the information systems are reliable and the systems of internal controls are properly designed
and effectively implemented through discussions with and reports from management, the internal auditor and external auditor; and

 iii) review management steps to implement and maintain appropriate internal control procedures including a review of policies.

 C. External Audit
The External Auditor is required to report directly to the Committee, which will review the planning and results of external audit activities
and the ongoing relationship with the external auditor. This includes:

 i) review and recommend to the Board, for unitholder approval, engagement and compensation of the external auditor;

 ii) review the annual external audit plan, including but not limited to the following:
 a) engagement letter
 b) objectives and scope of the external audit work;
 c) procedures for quarterly review of financial statements;
 d) materiality limit;
 e) areas of audit risk;
 f) staffing;
 g) timetable; and
 h) proposed fees.

 iii) meet with the external auditor to discuss the Trust's quarterly and annual financial statements and the auditor's report including the
appropriateness of accounting policies and underlying estimates;

 iv) maintain oversight the External Auditor’s work and advise the Board, including but not limited to:
 a) the resolution of any disagreements between management and the External Auditor regarding financial reporting;
 b) any significant accounting or financial reporting issue;
 c) the auditors' evaluation of Vermilion's system of internal controls, procedures and documentation;
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AUDIT COMMITTEE TERMS OF REFERENCE (CONTINUED)

 d) the post audit or management letter containing any findings or recommendation of the external auditor, including management’s
response thereto and the subsequent follow-up to any identified internal control weaknesses;

 e) any other matters the external auditor brings to the Committee’s attention; and
 f) assess the performance and consider the annual appointment of external auditors for recommendation to the Board.

 v) review the auditor’s report on all material subsidiaries;

 vi) review and receive assurances on the independence of the external auditor;

 vii) review and pre-approve any non-audit services to be provided by the external auditor's firm or its affiliates (including estimated fees),
and consider the impact on the independence of the external audit; and

 viii) meet periodically, and at least annually, with the external auditor without management present.

 D. Compliance
The Committee shall:

 i) Ensure that the External Auditor’s fees are disclosed by category in the Annual Information Form in compliance with regulatory
requirements;

 ii) Disclose any specific policies or procedures has adopted for pre-approving non-audit services by the External Auditor including
affirmation that they meet regulatory requirements;

 iii) Assist the Governance and Human Resources Committee with preparing the Trust’s governance disclosure by ensuring it has
current and accurate information on:

 a) the independence of each Committee member relative to regulatory requirements for audit committees;
 b) the state of financial literacy of each Committee member, including the name of any member(s) currently in the process of

acquiring financial literacy and when they are expected to attain this status; and
 c) the education and experience of each Committee member relevant to his or her responsibilities as Committee member.

 iv) Disclose if the Trust has relied upon any exemptions to the requirements for Audit Committees under regulatory requirements.

 E. Other
The Committee shall:

 i) establish and periodically review implementation of procedures for:
 a) the receipt, retention and treatment of complaints received by the Trust regarding accounting, internal accounting controls, or

auditing matters; and
 b) the confidential, anonymous submission by employees of concerns regarding questionable accounting or auditing matters;

 ii) review and approve the Trust’s hiring policies regarding partners, employees and former partners and employees of the present and
former External Auditor;

 iii) review insurance coverage of significant business risks and uncertainties;

 iv) review material litigation and its impact on financial reporting;

 v) review policies and procedures for the review and approval of officers’ expenses and perquisites; and

 vi) review the terms of reference for the Committee annually and make recommendations to the Board as required.

IV. ACCOUNTABILITY

 A. The Committee Chair has the responsibility to make periodic reports to the Board, as requested, on financial matters relative to the
Trust.

 B. The Committee shall report its discussions to the Board by maintaining minutes of its meetings and providing an oral report at the next
Board meeting.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
 
The following is Management’s Discussion and Analysis (MD&A) dated February 15, 2006 of Vermilion’s operating and financial results for the
years ended December 31, 2005 and 2004. This discussion should be read in conjunction with the Trust’s audited consolidated financial
statements for the years ended December 31, 2005 and 2004, together with accompanying notes.

NON-GAAP MEASURES

Included in this report are references to terms commonly used in the oil and gas industry, such as cash flow and cash flow per unit and funds
from operations which are expressed before changes in non-cash working capital and is used by the Trust to analyze operating performance,
leverage and liquidity. These terms are not defined by Generally Accepted Accounting Principles (“GAAP”). Consequently, these are referred to
as non-GAAP measures. Cash flow, as discussed in this report, appears as a separate caption on the Trust’s cash flow statement as “funds from
operations” and is reconciled to net earnings.

FORWARD-LOOKING INFORMATION

This report contains forward-looking financial and operational information including earnings, cash flow, production and capital expenditure
projections. These projections are based on the Trust’s expectations and are subject to a number of risks and uncertainties that could materially
affect the results. These risks include, but are not limited to, future commodity prices, exchange rates, interest rates, geological risk, reserves
risk, political risk, product demand and transportation restrictions.

HIGHLIGHTS ($m except per unit amounts)  2005 2004* 2003* 
Revenues  $ 529,938 $ 354,525 $ 314,146 
Net earnings from continuing operations   158,471  66,010  44,962 
Net earnings   158,471  127,513  43,477 

Per unit basic   2.57  2.12  0.82 
Per unit diluted   2.49  2.07  0.81 

Funds from operations   278,165  170,179  144,761 
Per unit   4.50  2.83  2.73 

Return on equity (%)   37.4  34.0  12.0 
Total assets   1,111,739  844,602  780,589 
WTI (US$/bbl)   56.56  41.40  31.04 
AECO (CDN$/mcf)   8.77  6.56  6.69 
Realized price ($/boe)   53.48  39.48  37.52 
Cash flow netback ($/boe) 1  $ 30.15 $ 20.19 $ 17.29 
1 2003 netbacks are calculated including the impact of $25.6 million of reorganization costs

2005 Summary of Quarterly Results ($m except per unit
amounts)  Q1 Q2 Q3 Q4 
Revenue  $ 108,715 $ 117,360 $ 149,877 $ 153,986 
Net earnings   25,990  32,585  50,118  49,778 

Per unit basic   0.43  0.53  0.81  0.80 
Per unit diluted  $ 0.41 $ 0.53 $ 0.79 $ 0.78 

2004 Summary of Quarterly Results ($m except per unit
amounts)  Q1 Q2 Q3 Q4 
Revenue  $ 77,610 $ 87,420 $ 96,260 $ 93,235 
Net earnings from continuing operations *   10,797  19,309  14,902  21,002 
Net earnings*   11,625  78,184  14,902  22,802 

Per unit basic*   0.20  1.31  0.25  0.38 
Per unit diluted*  $ 0.19 $ 1.28 $ 0.24 $ 0.37 

* Restated stock compensation expense (Note 11)

QUARTERLY RESULTS

Quarterly results in 2005 have improved due to the Australia acquisition which was completed at the end of the first quarter of 2005. In addition,
WTI prices in the last half of 2005 were approximately US$10.00 per barrel higher than the first half of 2005. The increase in earnings in the
three months ended June 30, 2004 relates to the sale of Aventura for a net gain of $68.0 million.
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FOURTH QUARTER 2005

Revenue for the three months ended December 31, 2005 increased 65% over the three months ended December 31, 2004. This increase is due
to an increase in production resulting from the acquisition of assets in Australia as well as increased prices received. WTI increased 24% quarter
over quarter and AECO increased 74% in the same period. Earnings increased significantly due mostly to the increase in revenues. In
December 2005, the Trust’s ownership in Verenex was decreased to approximately 49% and the Trust discontinued consolidating Verenex
effective December 15, 2005. Prior periods have not been restated.

OPERATIONAL ACTIVITIES

Canada
In Canada, the Trust participated in the drilling of 66 wells (30.4 net) resulting in 19 gas wells (10.7 net), 1 oil well (0.5 net), 2 abandoned wells
(0.6 net) and 44 standing wells (18.6 net) awaiting further evaluation, completion or tie-in. Of the total wells drilled in 2005, 55 (24.0 net) were
related to the CBM / shallow gas program, which achieved a 100% success rate.

In addition to the Trust’s drilling operations, an additional 21 wells were drilled on Vermilion lands by third party operators through farm-out
arrangements. Vermilion maintained an overriding royalty of small working interest in these wells.

France
Vermilion drilled and completed three new La Torche wells and re-entered and completed the Champotran 23 well which was temporarily
abandoned in 2004, all in the Paris Basin. Average production rates from these wells were approximately 180 boe/d per well, with each well
adding approximately 400,000 bbls of reserves on a proved plus probable basis.

Netherlands
The Trust installed 16 small diameter tubing strings to improve the deliverability of these gas wells. Vermilion completed major plant inspections
and turn-arounds at its Harlingen and Garijp facilities and installed a new canal crossing for one of its delivery pipelines.

Australia
Vermilion applied for and received government approval to operate the offshore Wandoo facilities. A modest debottlenecking of the topside
facilities on the Wandoo B platform was successfully completed during the summer, which combined with a modified cycling program of these
wells increased production by approximately 200 boe/d. Vermilion undertook a geological modeling study and a reservoir study to explore
different avenues to increase production from this field.

PRODUCTION

Production in Canada during 2005 averaged 4,870 bbls/d of oil and NGL’s and 38.4 mmcf/d of natural gas compared to 5,723 bbls/d of oil and
NGL’s and 46.4 mmcf/d of natural gas in 2004. Fourth quarter production averaged 4,522 bbls/d of oil and NGL’s and 39.1 mmcf/d of natural gas,
representing an annual decline of approximately 11% compared to fourth quarter 2004 volumes.

Production in France averaged 5,695 boe/d in 2005 a 5% decline compared to 6,018 boe/d production in 2004. Fourth quarter production
averaged 6,096 boe/d and benefited from a recent recompletion and tie-in of new wells in the Champotran/La Torche field.
 
Production in the Netherlands, acquired in May 2004, averaged 4,812 boe/d for the year compared to 3,519 boe/d in 2004. Fourth quarter
production from the Netherlands averaged 5,214 boe/d, representing an annual decline of approximately 7% compared to fourth quarter 2004
volumes.

Production in Australia, acquired in March 2005, averaged 3,391 boe/d for the year. Fourth quarter production in Australia averaged 4,294 boe/d.

Total Trust production averaged 25,166 boe/d in 2005, compared to 22,990 boe/d in 2004. Production declines in Canada and France were
offset with the acquisition of production in Australia and the full year of production in the Netherlands.
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  Year Ended December 31,
2005 

Year Ended December 31,
2004 

Year Ended December 31,
2003 

  Oil & Natural   Oil & Natural   Oil & Natural   
  NGLs Gas Total NGLs Gas Total NGLs Gas Total 
  (bbls/d) (mmcf/d) (boe/d) (bbls/d) (mmcf/d) (boe/d) (bbls/d) (mmcf/d) (boe/d) 
Vermilion Energy Trust                    

Canada   4,870  38.39  11,268  5,723  46.38  13,453  6,678  59.96  16,671 
France   5,478  1.30  5,695  5,763  1.53  6,018  6,018  1.51  6,271 
Netherlands 1   28  28.70  4,812  13  21.03  3,519  -  -  - 
Australia 2   3,391  -  3,391  -  -  -  -  -  - 
Total   13,767  68.39  25,166  11,499  68.94  22,990  12,696  61.47  22,942 

1 Effective from May 19th, 2004
2 Effective from March 31, 2005

2005 Quarterly Production (boe/d)  Q1 Q2 Q3 Q4 
Canada   11,978  10,996  11,075  11,035 
France   5,559  5,260  5,856  6,096 
Netherlands   5,225  3,789  5,018  5,214 
Australia 1   -  4,498  4,710  4,294 
Total   22,762  24,543  26,659  26,639 
1 Effective from March 31, 2005

2004 Quarterly Production (boe/d)  Q1 Q2 Q3 Q4 
Canada   15,055  13,502  12,875  12,398 
France   6,262  5,991  5,869  5,954 
Netherlands 1   -  2,882  5,553  5,593 
Total   21,317  22,375  24,297  23,945 
1 Effective from May 19th, 2004

CAPITAL EXPENDITURES

Capital spending for the year totalled $300.1 million compared to $161.2 million spent in 2004. Of this total, approximately $95.0 million relates to
the acquisition in Australia, $91.6 million relates to the Glacier acquisition with the remainder spent on drilling and development activities.

Capital Expenditures ($m)  2005 2004 2003 
Land  $ 2,233 $ 493 $ 1,520 
Seismic   12,116  787  1,272 
Drilling and completion   43,929  34,469  47,440 
Production equipment and facilities   25,111  15,757  11,887 
Recompletions   21,163  9,999  12,861 
Capitalized exploration administration   267  1,670  2,061 
Drilling and development expenditures   104,819  63,175  77,041 
Property acquisitions (dispositions)   94,967  93,990  (1,294)
Corporate acquisitions   91,613  -  - 
Other   8,711  4,084  3,819 
  $ 300,110 $ 161,249 $ 79,566 
           
Capital Expenditures by Country ($m)   2005  2004  2003 
Canada  $ 141,022 $ 31,722 $ 33,511 
France   50,649  35,028  30,469 
Netherlands   12,434  94,499  - 
Australia   96,005  -  - 
Trinidad   -  -  15,586 
  $ 300,110 $ 161,249 $ 79,566 
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FINANCIAL REVIEW

The Trust (excluding Verenex Energy Inc. “Verenex”) generated funds from operations of $87.9 million ($1.29 per unit) in the fourth quarter of
2005, compared to $47.5 million ($0.72 per unit) in the fourth quarter of 2004. The Trust’s distributions in the fourth quarter totaled $31.8 million
($0.51 per unit) for a payout ratio of 36%. Cash flow (excluding Verenex) for the twelve months ended December 31, 2005 totaled $277.2 million
($4.07 per unit) compared to $169.8 million ($2.57 per unit) in the prior year. The full year distributions in 2005 totaled $126.2 million compared to
$122.6 million in 2004. This represents a payout ratio of approximately 45% of total cash flow. Development capital expenditures during the
fourth quarter of 2005 (excluding Verenex) were $27.2 million bringing the full year total to $102.6 million ($50.7 million in 2004). Vermilion took
advantage of strong cash flow driven by high commodity prices to inject a further $25.2 million into the Trust’s reclamation fund, increasing the
fund to $42.2 million. Vermilion is committed to maintaining a source of funds available for abandonment and reclamation activities, such that
future distribution and capital program decisions will not be impacted by these liabilities.

Vermilion’s net debt as of December 31, 2005 was $244.9 million, less than 0.9 times trailing cash flow. Financial derivatives put in place by the
Trust late in 2002 to protect against a fall in oil prices expired at the end of 2005. In 2005, Vermilion recorded a cash cost of approximately $41
million related to these financial instruments. Vermilion has changed its approach in its use of financial instruments and is currently using a
combination of puts and collars to provide downside commodity price protection.

CASH FLOW NETBACKS

Cash flow was $278.2 million in 2005, up from $170.2 million in 2004. A higher average wellhead price was recorded in 2005 as a result of a
34% increase in AECO pricing and a 37% increase in average WTI pricing compared with 2004.

2005 Cash Flow ($/boe)  Q1 Q2 Q3 Q4 2005 2004 2003 
Oil and gas revenues  $ 53.36 $ 52.90 $ 61.42 $ 62.87 $ 57.94 $ 43.21 $ 39.90 
Realized hedging losses   (3.98)  (4.29)  (5.13)  (4.36)  (4.46)  (3.73)  (2.38)
Royalties (net)   (7.01)  (9.40)  (10.37)  (10.94)  (9.54)  (7.54)  (8.92)
Transportation   (1.43)  (0.96)  (0.82)  (0.81)  (0.99)  (1.17)  (1.24)
Lifting costs   (7.52)  (8.52)  (7.54)  (7.99)  (7.89)  (6.63)  (6.11)
Operating netbacks   33.42  29.73  37.56  38.77  35.06  24.14  21.25 
General and administration   (1.58)  (1.65)  (1.16)  (1.39)  (1.43)  (1.59)  (1.24)
Reorganization costs   -  -  -  -  -  -  (1.05)
Interest   (0.47)  (0.54)  (0.78)  (0.90)  (0.69)  (0.37)  (1.05)
Current and capital taxes   (3.40)  (3.12)  (3.95)  (0.52)  (2.71)  (2.03)  (0.59)
Foreign exchange   (0.08)  (0.06)  (0.13)  (0.05)  (0.08)  0.04  (0.03)
Cash flow netbacks  $ 27.89 $ 24.36 $ 31.54 $ 35.91 $ 30.15 $ 20.19 $ 17.29 

2004 Cash Flow ($/boe)  Q1 Q2 Q3 Q4 
Oil and gas revenues  $ 41.71 $ 44.21 $ 43.79 $ 43.04 
Realized hedging losses   (2.84)  (3.34)  (4.35)  (4.23)
Royalties (net)   (9.67)  (8.33)  (6.74)  (5.75)
Transportation   (1.43)  (1.35)  (0.99)  (0.97)
Lifting costs   (6.16)  (6.72)  (6.86)  (6.74)
Operating netbacks   21.61  24.47  24.85  25.35 
General and administration   (1.58)  (1.67)  (1.59)  (1.53)
Interest   (0.69)  (0.39)  (0.17)  (0.26)
Current and capital taxes   (1.24)  (1.99)  (2.81)  (1.97)
Foreign exchange   -  0.05  0.09  - 
Cash flow netbacks  $ 18.10 $ 20.47 $ 20.37 $ 21.59 

REVENUE

Total revenues in 2005 were $529.9 million compared to $354.5 million in 2004. Vermilion’s combined crude oil & NGL price was $64.79 per bbl
for 2005, an increase of 37% over the $47.26 per bbl reported in 2004. The natural gas price realized in 2005 was $8.28 per mcf compared to
$6.53 per mcf realized a year ago, a 27% year-over-year increase.
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In the following chart, “Derivative instruments” is the amortization of the fair value loss of Vermilion’s hedges in place as of January 1, 2004.
 
  Year Ended December 31 
($000’S EXCEPT PER BOE)  2005 2004 
Crude oil & NGL’s  $ 326,754 $ 199,060 
Per boe  $ 64.79 $ 47.26 
Natural gas   207,902  165,174 
Per mcf  $ 8.28 $ 6.53 
Combined   534,656  364,234 
Derivative instruments   (4,718)  (9,709)
Petroleum and natural gas revenue  $ 529,938 $ 354,525 

DERIVATIVE INSTRUMENTS

Vermilion continues to manage its risk exposure through prudent commodity and currency economic hedging strategies. Vermilion has the
following collars and puts in place at the end of 2005:
 
Risk Management: Oil  Funded Cost bbls/d US$/bbl 
Collar - WTI        

Q1 2006   US$0.50-$1.00/bbl  1,250 $ 53.00 - $72.75 
Q2 2006   US$1.50/bbl  250 $ 53.00 - $73.90 

Collar - BRENT           
2006   US$1.00/bbl  1,000 $ 53.00 - $67.70 

Q3 2006   US$1.00/bbl  250 $ 52.00 - $68.50 
Q4 2006   US$1.50/bbl  250 $ 53.00 - $69.80 

           
Risk Management: Natural Gas   Funded Cost  GJ/d  C$/GJ 
Collar           

Q1 2006  $ 0.25/GJ  2,500 $ 9.50 - $16.00 
Feb-Mar 2006   costless  2,500 $ 11.00 - $20.74 
Apr-Oct 2006  $ 0.25/GJ  2,500 $ 8.00 - $15.00 

Put           
Q1 2006  $ 0.23/GJ  5,000 $ 10.50 

The impact of Vermilion’s hedging program reduced cash netbacks by $4.46 per boe on a combined basis for the year ended 2005 compared to
an economic hedging loss of $3.73 per boe in 2004. Oil hedging resulted in a $41.6 million cost for the year or $4.51 per boe. For 2004, oil
hedging resulted in a $34.1 million cost for the year or $4.04 per boe. For the year the Trust recorded a net gain from its power hedges totalling
$0.5 million or $0.05 per boe. In 2004 a currency hedge gain of $3.3 million or $0.39 per boe was recorded.

ROYALTIES

Total royalties, net of ARTC, increased to $9.54 per boe in 2005 or 16% of sales compared with $7.54 per boe or 17% of sales in 2004. The
increase on a per boe basis is due to the impact of higher commodity prices. The decrease on a percentage basis is due to the fact there are no
royalties paid in the Netherlands offset somewhat by a higher royalty rate in Australia. Contributing to the lower percentage is the fact that gas
royalties in Canada have reached a plateau as prices have increased beyond the maximum royalty calculation. In France, royalties for the most
part are calculated on a unit of production basis and rates do not react to price changes, therefore as prices increase, the royalties, as a
percentage of sales, decline. In Australia, royalties are reduced by capital reinvestment in the country. For 2005, Vermilion’s capital program in
Australia was minimal resulting in the Trust paying royalties at or near the maximum rate.

  Year Ended December 31 
($000’S EXCEPT PER BOE)  2005 2004 
Crude oil & NGL’s  $ 61,322 $ 31,105 
Per boe  $ 12.16 $ 7.39 
Natural gas   26,679  32,450 
Per mcf  $ 1.06 $ 1.28 
Combined  $ 88,001 $ 63,555 
Per boe  $ 9.54 $ 7.54 
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OPERATING COSTS

Operating costs increased to $7.89 per boe in 2005 from $6.63 per boe in 2004. The increase in the dollar amount of operating costs over 2004
was due to the acquisition of higher cost assets in Australia. In Canada, the significant activity levels in the industry combined with increased
energy costs, have placed upward pressure on costs across the board. When combined with a reduction in production volumes due primarily to
plant turnarounds, year over year increases in costs per boe have been experienced. In France, operating costs are down due to a
reclassification of certain expenses in the fourth quarter of 2005. In the Netherlands, operating costs are up due primarily to a reduction in
production volumes and extensive plant maintenance in the second quarter of 2005. Cost of operations in Australia averaged $9.09 per boe of
production since acquiring the assets at the end of the first quarter.

  Year Ended December 31 
($000’S EXCEPT PER BOE)  2005 2004 
Crude oil & NGL’s  $ 39,060 $ 30,632 
Per boe  $ 7.75 $ 7.27 
Natural gas   33,796  25,285 
Per mcf  $ 1.35 $ 1.00 
Combined  $ 72,856 $ 55,917 
Per boe  $ 7.89 $ 6.63 

TRANSPORTATION

Transportation costs, as presented in the statement of earnings, are defined by the point of legal transfer of the product. Transportation costs are
dependent upon where the product is sold, product split, location of properties, and industry transportation rates that are driven by supply and
demand of available transport capacity. For Canadian gas production, legal title transfers at the intersection of major pipelines (referred to as “the
Hub”) whereas the majority of Vermilion’s Canadian oil production is sold at the wellhead. The majority of Vermilion’s transportation costs are
made up of boat charges incurred in the Aquitaine Basin in France where oil production is transported by tanker from Ambès shipping terminal in
Bordeaux to Donges, France. In Australia, oil is sold at the Wandoo B platform and in the Netherlands gas is sold at the plant gate, resulting in
no transportation costs relating to Vermilion’s production in these countries.

  Year Ended December 31 
($000’S EXCEPT PER BOE)  2005 2004 
Transportation  $ 9,136 $ 9,865 
Per boe  $ 0.99 $ 1.17 

GENERAL AND ADMINISTRATION EXPENSES

General and administration expenses for the year decreased to $1.43 per boe from $1.59 per boe in 2004. The decrease per boe is a result of
the higher production volumes experienced in 2005.

  Year Ended December 31 
($000’S EXCEPT PER BOE)  2005 2004 
General and administration  $ 13,241 $ 13,410 
Per boe  $ 1.43 $ 1.59 

UNIT COMPENSATION EXPENSE

A non-cash trust unit compensation expense of $1.52 per boe was recorded in 2005 compared to $0.80 per boe for 2004. This non-cash amount
relates to the value attributable to rights granted to officers, directors and employees under the Trust Unit Rights Incentive Plan (“Unit Rights
Plan”) and the Trust Unit Award Plan (“Award Plan”).

From inception of the unit rights incentive plan until January 1, 2005, the Trust applied the intrinsic value methodology based on the initial
asessment that the number of uncertainties regarding the reduction in the strike price of the rights precluded a reasonable estimate of the fair
value of the rights on the date of grant.

Effective on January 1, 2005, the Trust prospectively applied the fair value based method of accounting for the rights plan.
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In the fourth quarter of 2005 however, it has been determined that, in the circumstances, the fair value methodology could be applied since
inception of the plan rather than the intrinsic value methodology. The Trust has therefore computed a fair value estimate of the rights at the
respective dates of grant and has retroactively restated its unit compensation expense back to the inception of the plan in 2003.

In March 2005, the Board of Directors established the new Award Plan to replace the existing Unit Rights Plan. The new Award Plan will result in
directors, officers, employees and consultants of the Trust and its Affiliates being awarded a specified number of Restricted Units and the Units
shall be designated as either a Restricted Time Based Award (“RTBA’s”) for which the number of awards is fixed or a Performance Based Award
(“PBA’s”) for which the number of awards is variable. Payment in respect of Restricted Units that have vested shall be made by delivering Units
or corresponding cash value to the Grantee. The fair value of the Awards will be recognized in earnings over the vesting period of the Awards
outstanding.

  Year Ended December 31 
($000’S EXCEPT PER BOE)  2005 2004 
    (Restated) 
Unit compensation expense  $ 14,000 $ 6,738 
Per boe  $ 1.52 $ 0.80 

INTEREST EXPENSE

Interest expense increased to $0.69 per boe in 2005 from $0.37 per boe in 2004 as a result of higher average debt levels in 2005 stemming from
the purchase of the assets in the Netherlands in May of 2004, the Australia assets in the first quarter of 2005 and the Glacier acquisition in
December 2005. The Trust’s interest rates have remained steady over the year.

  Year Ended December 31 
($000’S EXCEPT PER BOE)  2005 2004 
Interest  $ 6,331 $ 3,086 
Per boe  $ 0.69 $ 0.37 

DEPLETION, DEPRECIATION AND ACCRETION EXPENSES

Depletion, depreciation and accretion expense increased to $13.23 per boe in 2005 from $11.57 per boe in 2004. The increase is due mainly to
the increase of finding and development costs in Canada and the increase in the asset retirement obligation, resulting primarily from the
Australia acquisition.

  Year Ended December 31 
($000’S EXCEPT PER BOE)  2005 2004 
Depletion, depreciation and accretion  $ 122,098 $ 97,540 
Per boe  $ 13.23 $ 11.57 

TAXES
 
The Trust’s current tax provision has increased to $2.71 per boe in 2005 from $2.03 per boe in 2004 and is due primarily to the increase in
earnings generated by strong commodity prices. The current provision is based on an approximate $13.4 million tax liability in France, an
approximate $3.6 million tax liability in the Netherlands and an approximate $7.4 million tax liability in Australia. The tax liability in Australia was
allocated to the purchase price for the period from January 1 to March 31, 2005 in accordance with the allocation of revenues and expenses
related to the Australia assets for that same time period. The Netherlands acquisition closed on May 19, 2004 resulting in only a partial tax
payment in 2004 compared to a full period assessment this year. In Canada, it is anticipated that there will be no current taxes due with the
exception of capital taxes which are assessed on an annual basis. The recovery in future income taxes is a result of the taxable portion of
distribution payments made to unitholders. In the Trust’s structure, payments are made between the operating company and the Trust
transferring both income and future income tax liability to the unitholder. Therefore it is the opinion of management that no cash income taxes in
Canada are expected to be paid by the operating company in the future, and as such, the future income tax liability recorded on the balance
sheet related to Canadian operations will be recovered through earnings over time.

  Year Ended December 31 
($000’S EXCEPT PER BOE)  2005 2004 
Current and capital tax  $ 25,007 $ 17,108 
Per boe  $ 2.71 $ 2.03 
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FOREIGN EXCHANGE

A combined realized and unrealized foreign exchange loss of $0.12 per boe was recorded in 2005 with a gain of $0.16 per boe in 2004. The loss
is mostly unrealized and relates to the impact of the strengthening Canadian dollar compared to the Euro on the foreign working capital.

  Year Ended December 31 
($000’S EXCEPT PER BOE)  2005 2004 
Foreign exchange loss (gain)  $ 1,083 $ (1,285)
Per boe  $ 0.12 $ (0.16)

EARNINGS

Net earnings from continuing operations in the year increased to $158.5 million or $2.57 per unit from $66.0 million or $1.10 per unit in 2004. The
increase in earnings is due mainly to the record commodity prices realized in the year as well as the full year impact of the Netherlands
operations and the impact of the operations in Australia acquired in 2005.

LIQUIDITY AND CAPITAL RESOURCES

Vermilion’s debt (net of working capital) on December 31, 2005 was $244.9 million. Vermilion entered into an unsecured covenant based credit
facility with a syndicate of chartered banks in July 2005. This $410 million facility is comprised of a one year revolving period with a one year
term to follow with a final settlement payment required at the end of the second year.

Liquidity and Capital Resources  2005 2004 2003 
Debt and working capital ($m)  $ 244,889 $ 84,686 $ 131,498 
Bank facility ($m)  $ 410,000 $ 240,000 $ 240,000 
Unused bank facility ($m)  $ 165,111 $ 155,314 $ 108,502 
Debt-to-cash-flow ratio 1   0.88  0.50  0.87 
Debt-to-equity ratio 1   0.53  0.22  0.38 
1 Debt includes working capital

Vermilion has a long-term and short-term need for capital. Short-term working capital will be required to finance accounts receivable, crude oil
inventory and other similar short-term assets. Short-term capital may also be used from time to time to fund cash distributions to maintain
consistent monthly cash distributions to unitholders of the Trust. However, the acquisition and development of petroleum and natural gas
properties requires large amounts of long-term capital. There are essentially three components in financing the capital needs of Vermilion: debt,
equity and internally generated cash.

There is currently an active market for the equity financing of Canadian resource trusts. Accordingly, any future significant acquisition of
producing properties is expected to be financed through additional bank debt combined with the issuance of trust units.

Internally generated cash is used primarily for distributions, internal capital requirements and contributions to the Trust’s reclamation fund.
Internal cash flow is significantly influenced by commodity prices. Other risks include exchange rates, interest rates and marketing opportunities,
among others. For a thorough discussion of these risks and how they are managed by Vermilion, please see the section on Risk Management.

RECLAMATION FUND

Vermilion has established a reclamation fund for the ultimate payment of environmental and site restoration costs on its asset base. The
reclamation fund will be funded by Vermilion Resources Ltd. and/or its operating subsidiaries. Contributions in 2005 totalled $25.2 million.
Contributions are currently made on a barrel of oil equivalent of production basis in Canada, France the Netherlands, and Australia and are
occasionally supplemented with lump sum contributions. Contribution levels to the reclamation fund will be reviewed on a regular basis and will
be adjusted when necessary to ensure reclamation obligations associated with the Trust’s assets will be substantially funded when the costs are
forecast to be incurred.
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ASSET RETIREMENT OBLIGATION

At December 31, 2005, Vermilion had recorded an asset retirement obligation of $70.2 million for future abandonment and reclamation of its
properties compared to $51.7 million in 2004. The increase is due to the liabilities recorded as a function of the asset acquisition in Australia.

DISTRIBUTIONS

Vermilion maintained monthly distributions at $0.17 per unit for the year distributing a total of $126.2 million compared to $122.6 million in 2004
before the impact of the Trust’s DRIP program. Vermilion has maintained its distributions at $0.17 per month since its conversion to a trust,
resulting in 35 continuous months of distributions at this level. Of the distributions paid in the year, approximately 86% will be taxed in the hands
of taxable Canadian unitholders’ as other income. The balance, considered to be a return of capital, is tax deferred and will reduce the adjusted
cost base of trust units held by unitholders’.

The Trust defines distributable income as funds from operations. For 2005, the Trust has paid out 45% of its distributable income (72% in 2004).

UNITHOLDERS’ EQUITY

During the year approximately 1.8 million units were issued on conversion of exchangeable shares, unit rights exercised, issued pursuant to the
terms of the Trust’s bonus plan and unitholders’ participation in the distribution reinvestment plan. Unitholders’ capital increased during the year
by $26.6 million as a result of the issuance of those units and $4.2 million as a result of contributed surplus transfer on exercise of unit rights. This
increase in equity was offset by cash distributions of $126.2 million in the year.

NON-CONTROLLING INTEREST - EXCHANGEABLE SHARES

The Trust has recorded non-controlling interest attributed to the issued and outstanding exchangeable shares in accordance with accounting
requirements pursuant to EIC-151 (see Note 2 of the consolidated financial statements for further discussion). The intent of the new standard is
that exchangeable shares of a subsidiary which are transferable to third parties, outside of the consolidated entity, represent a non-controlling
interest in the subsidiary.

The exchangeable shares are transferable to third parties. In all circumstances, including in the event of liquidation or insolvency, holders of
exchangeable shares will receive trust units in exchange for their exchangeable shares and as a result the exchangeable shares and trust units
are considered to be economically equivalent. Therefore, the Trust does not believe that there is a permanent non-controlling interest as all
exchangeable shares will ultimately be exchanged for trust units by passage of time whereby the exchangeable shares will be redeemed for trust
units. Consequently, as the exchangeable shares are exchanged for trust units over time, the non-controlling interest will decrease and
eventually will be nil when all exchangeable shares have been exchanged for trust units on or before January 22, 2013.

The non-controlling interest in 2005 of $38.8 million ($24.7 million in 2004) on the consolidated balance sheet represents the book value of
exchangeable shares plus accumulated earnings attributable to the outstanding exchangeable shares. The reduction in 2005 and 2004 net
income, respectively, of $14.4 million and $10.1 million, represents the net income attributable to the exchangeable shareholders for 2005 and
2004. As the exchangeable shares are converted to trust units, Unitholders' capital is increased for the fair value of the trust units issued.

As at December 31, 2005 there were 4.6 million exchangeable shares outstanding at exchange ratio of 1.37836 whereby 6.4 million trust units
would be issuable upon conversion. The exchangeable shares can be converted into trust units or redeemed by the exchangeable share holder
for trust units at any time. Vermilion may redeem all outstanding exchangeable shares on or before January 22, 2013 and may redeem the
exchangeable shares at any time if the number of exchangeable shares outstanding falls below 500,000 shares. Vermilion may issue cash or
trust units upon redemption of exchangeable shares and it is the intention to issue trust units upon redemption.
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PROPOSED TRANSACTION

On October 18, 2005, Vermilion announced that a wholly-owned subsidiary entered into an exclusive arrangement with a French subsidiary of
Exxon Mobil Corporation, to negotiate the purchase of its 89.89% shareholding in Esso REP. Any transaction would be subject to the parties
entering into a definitive purchase and sale agreement which would be subject to the satisfaction of all conditions precedent, including due
diligence and the receipt of all necessary regulatory approvals and which will require consultation with appropriate employee representative
groups.

DISCONTINUED OPERATIONS

The Trust made a strategic decision to sell its interest in the Trinidad operations. On May 6, 2004, the Trust completed the sale of the shares of
its subsidiary, Aventura, for gross proceeds of $164.6 million. As a result, the Trust realized an estimated $68.0 million (net of tax) gain on the
sale of shares, which was recorded in the second quarter.

RISK MANAGEMENT

Crude oil and natural gas exploration, production, acquisition and marketing operations involve a number of risks. These risks include
operational fluctuations in commodity prices, exchange rates, interest rates, exploration uncertainties, product demand, transportation restrictions
and governmental regulatory changes.

Vermilion considers its commodity price risk management program as a form of insurance that protects its cash flow and rate of return. The
primary objective of the risk management program is to support Vermilion’s distributions and its internal capital development program.
Maintenance of a strong financial position and a stable cash flow stream through the development of long-life reserves is key to mitigating
business risks.

To manage the adverse impact of significant movements in commodity prices, exchange rates and interest rates, Vermilion uses over-the-
counter financial structures as well as fixed/collar structures as a part of physical natural gas sales. Vermilion has strict controls and guidelines in
place and enacts transactions only with counter parties that have high credit ratings.

Vermilion maintains an insurance program consistent with industry practice to protect against losses from accidental destruction of assets, well
blowouts, pollution and other potential business interruptions.

CURRENCY RISK

Vermilion’s primary exposure to currency risk comes from a revenue stream that is denominated in U.S. dollars. Vermilion’s exposure to
fluctuations in the Euro and Australian dollar is limited primarily to reinvestment and repatriation of funds and forward-sale contracts can be used
to mitigate these risks. The remaining cash flow from Vermilion’s international operations is reinvested in each country, creating a natural hedge
to the working capital and cash flow stream when they are converted to Euros and Australian dollars.

CRITICAL ACCOUNTING ESTIMATES

The amounts recorded for depletion and depreciation of property, plant and equipment and the provision for future asset retirement obligations
are based on estimates. The ceiling test calculation is based on estimates of proved reserves, production rates, oil and natural gas prices, future
costs and other relevant assumptions. By their nature, these estimates are subject to measurement uncertainty and the effect on the
consolidated financial statements from changes in such estimates in future years could be significant.
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SENSITIVITIES

Crude oil and natural gas prices may change significantly because of factors Vermilion cannot control. The following table provides a summary of
estimated sensitivities to price fluctuations for pro-forma production levels and expenses for the year ended December 31, 2006.

 
 

Cash Available for
Distributions Per Unit and

Exchangeable Shares 
 Cash Available for

Distribution 
Change in crude oil price by Cdn$1.00/bbl  $ 0.05 $ 3.2 million 
Change in natural gas price by Cdn$0.10/mcf  $ 0.02 $ 1.3 million 
Change in interest rate by one point  $ 0.03 $ 2.0 million 
Change in Cdn/U.S. foreign exchange rate by one point  $ 0.05 $ 3.5 million 
Change in Cdn/Euro foreign exchange rate by one point  $ 0.01 $ 0.8 million 

OFF BALANCE SHEET ARRANGEMENTS

The Trust has certain lease agreements that are entered into in the normal course of operations. All leases are treated as operating leases
whereby the lease payments are included in operating expenses or G&A expenses depending on the nature of the lease. No asset or liability
value has been assigned to these leases in the balance sheet as of December 31, 2005.

The Trust has not entered into any guarantee or off balance sheet arrangements that would adversely impact the Trust’s financial position or
results of operations.

ENVIRONMENT, HEALTH AND SAFETY

Vermilion remains committed to conducting its activities in an environmentally responsible manner, protecting the health and safety of its
employees and the public in every country in which it operates. It is a condition of employment that Vermilion personnel work safely and in
accordance with established regulations and procedures.

In 2005, Vermilion remained committed to the principles of the Environment, Health and Safety Stewardship Program set out by the Canadian
Association of Petroleum Producers (CAPP). This voluntary initiative promotes continual improvement in the areas of environment, health and
safety performance, supplemented by progress reports to stakeholders.

Vermilion continued its commitment to protect land, water and air, as policies and procedures, demonstrating leadership in these areas, were
maintained and further developed in 2005. Examples of accomplishments during the year included:

- Reducing long-term environmental liabilities through decommissioning, abandoning and reclaiming well leases and facilities;
- Monitoring long-term liabilities through regular inspections;
- Continuing reductions in flaring and greenhouse gas emissions;
- Minimizing waste products by reducing, recycling and recovering; and
- Continuing risk management efforts with detailed emergency-response planning.

Vermilion is a member of several organizations concerned with environment, health and safety, including the Western Canadian Air Shed and
numerous area co-operatives.

In the area of stakeholder relations, Vermilion works to build long-term relationships with environmental stakeholders and communities.

CORPORATE GOVERNANCE

Vermilion is committed to a high standard of corporate governance practices, a dedication that begins at Board level and extends throughout the
Trust. We believe good corporate governance is in the best interest of our unitholders, and that successful companies are those that deliver
growth and a competitive return along with a commitment to the environment, to the communities where they operate and to their employees.
We comply with the objectives and guidelines relating to corporate governance adopted by the Toronto Stock Exchange. In addition, the Board
monitors and considers the implementation of corporate governance standards proposed by various regulatory and non-regulatory authorities in
Canada. A full examination of our corporate governance policies will be provided in our annual Information Circular, which will be filed on SEDAR
(www.sedar.com) and mailed to all unitholders on or before March 31, 2006.
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SARBANES OXLEY UPDATE

On July 31, 2002, the United States Congress enacted the Sarbanes Oxley Act (“SOX”) that applies to all companies registered with the
Securities and Exchange Commission (“SEC”). On March 2, 2005, the Securities and Exchange Commission (“SEC”) announced a one year
extension of the compliance date for all foreign private issuers. As a result of this extension, Vermilion is currently required to comply with section
404 of the SOX legislation on December 31, 2006. Section 404 of the SOX legislation “Internal Controls Over Financial Reporting” requires that
management identify, document, assess and remediate internal controls and issue an opinion on the effectiveness of internal controls
surrounding the financial reporting process. The Trust currently has a comprehensive plan and a dedicated team of individuals in place to
execute the plan of meeting the SOX Section 404 compliance date.

DISCLOSURE CONTROLS AND PROCEDURES

Vermilion’s officers have established and maintained disclosure controls and procedures and evaluated the effectiveness of these controls in
conjunction with the Trust’s filings.
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Exhibit 99.3

2005 ANNUAL FINANCIAL STATEMENTS
 
 



MANAGEMENT’S REPORT TO UNITHOLDERS
 
The accompanying consolidated financial statements of Vermilion Energy Trust are the responsibility of management and have been approved
by the Board of Directors of Vermilion Resources Ltd., on behalf of the Trust. The financial statements have been prepared in accordance with
accounting policies detailed in the notes to the financial statements and are in accordance with accounting principles generally accepted in
Canada. Where necessary, management has made informed judgments and estimates of transactions that were not complete at the balance
sheet date. Financial information throughout the Annual Report is consistent with the financial statements.

Management ensures the integrity of the financial statements by maintaining high-quality systems of internal control. Procedures and policies are
designed to provide reasonable assurance that assets are safeguarded and transactions are properly recorded, and that the financial records are
reliable for preparation of the financial statements.

Deloitte & Touche LLP, the Trust’s external auditors, have conducted an examination of the consolidated financial statements in accordance with
generally accepted auditing standards in Canada and have provided an independent opinion.

The Board of Directors is responsible for ensuring that management fulfills its responsibility for financial reporting and internal control. The Board
carries out this responsibility principally through the Audit Committee, which is appointed by the Board and is comprised entirely of independent
Directors. The Committee meets periodically with management and the external auditors to satisfy itself that each party is properly discharging
its responsibilities and to review the consolidated financial statements, the Management’s Discussion and Analysis and the external Auditors’
Report before they are presented to the Board of Directors.

 
 

 

 

 
Lorenzo Donadeo  Curtis W. Hicks
President & Chief Executive Officer  Executive Vice President &
February 21, 2006  Chief Financial Officer
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REPORT OF INDEPENDENT REGISTERED CHARTERED ACCOUNTANTS TO THE UNITHOLDERS
 
We have audited the consolidated balance sheets of Vermilion Energy Trust (the “Trust”) as at December 31, 2005 and 2004 and the
consolidated statements of earnings and accumulated earnings and cash flows for the years then ended. These financial statements are the
responsibility of the Trust’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan and perform
an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Trust as at December
31, 2005 and 2004 and the results of its operations and its cash flows for the years then ended in accordance with Canadian generally accepted
accounting principles.

The Trust is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. Our audit included
consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Trust’s internal control over financial reporting. Accordingly, we express
no such opinion.
 

Deloitte & Touche LLP
Independent Registered Chartered Accountants
Calgary, Alberta
February 21, 2006

COMMENTS BY INDEPENDENT REGISTERED CHARTERED ACCOUNTANTS ON CANADA-UNITED STATES OF AMERICA REPORTING
DIFFERENCE
 
The standards of the Public Company Accounting Oversight Board (United States) require the addition of an explanatory paragraph (following
the opinion paragraph) when there has been a restatement of the financial statements as described in Note 11 to the consolidated financial
statements of Vermilion Energy Trust. Our report to the unitholders dated February 21, 2006 is expressed in accordance with Canadian
reporting standards, which do not require a reference to such changes in the Report of Independent Registered Chartered Accountants when the
changes are properly accounted for and adequately disclosed in the financial statements.
 

Deloitte & Touche LLP
Independent Registered Chartered Accountants
Calgary, Alberta
February 21, 2006
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Consolidated Balance Sheets
December 31
(THOUSANDS OF CANADIAN DOLLARS)
  2005 2004 

    
(Restated Note

11) 
ASSETS      
CURRENT      

Cash and cash equivalents  $ 42,777 $ 65,031 
Accounts receivable   75,639  54,044 
Crude oil inventory   10,279  4,468 
Fair value of derivative instruments (Note 13)   1,166  68 
Prepaid expenses and other   9,387  5,022 

   139,248  128,633 
Deferred charges for derivative instruments (Note 13)   -  4,718 
Long-term investment (Note 4)   19,096  5,398 
Reclamation fund (Note 6)   42,198  17,016 
Goodwill (Note 4)   19,840    
Capital assets (Note 5)   891,357  688,837 
  $ 1,111,739 $ 844,602 
        
LIABILITIES        
CURRENT        

Accounts payable and accrued liabilities  $ 90,422 $ 85,837 
Distributions payable to unitholders   10,626  10,320 
Income taxes payable   11,607  23,798 
Fair value of derivative instruments (Note 13)   383  21,678 

   113,038  141,633 
Long-term debt (Note 7)   271,099  75,014 
Asset retirement obligation (Note 6)   70,214  51,688 
Future income taxes (Note 8)   160,475  145,680 
   614,826  414,015 
NON-CONTROLLING INTEREST (Note 4)   -  16,257 
NON-CONTROLLING INTEREST - Exchangeable Shares (Note 10)   38,760  24,686 
        
UNITHOLDERS’ EQUITY        

Unitholders’ capital (Note 9)   274,813  244,015 
Contributed surplus (Note 9)   14,566  9,136 
Accumulated earnings   516,514  358,043 
Accumulated cash distributions   (347,740)  (221,550)

   458,153  389,644 
  $ 1,111,739 $ 844,602 
 

APPROVED BY THE BOARD
 

 

Joseph F. Killi, Director  Lorenzo Donadeo, Director
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Consolidated Statements of Earnings and Accumulated Earnings
Years Ended December 31
(THOUSANDS OF CANADIAN DOLLARS, EXCEPT UNIT AND PER UNIT AMOUNTS)
  2005 2004 

    
(Restated Note

11) 
REVENUE      

Petroleum and natural gas revenue (Note 13)  $ 529,938 $ 354,525 
Royalties (net)   88,001  63,555 

   441,937  290,970 
        
EXPENSES        

Production   72,856  55,917 
Transportation   9,136  9,865 
Unit compensation (Note 11)   14,000  6,738 
Loss on derivative instruments (Note 13)   18,787  38,597 
Interest on long-term debt   6,331  3,086 
General and administration   13,241  13,410 
Foreign exchange loss (gain)   1,083  (1,285)
Depletion, depreciation and accretion   122,098  97,540 

   257,532  223,868 
EARNINGS BEFORE INCOME TAXES, OTHER ITEMS AND DISCONTINUED OPERATIONS   184,405  67,102 
        
INCOME TAXES (RECOVERY) (NOTE 8)        

Future   (12,050)  (21,033)
Current and capital   25,007  17,108 

   12,957  (3,925)
OTHER ITEMS        

Non-controlling interest - exchangeable shares (Note 10)   14,399  5,314 
Non-controlling interest (Note 4)   (1,159)  (338)
Equity in (gain) losses of affiliates (Note 4)   (263)  41 

   12,977  5,017 
NET EARNINGS FROM CONTINUING OPERATIONS   158,471  66,010 

Net earnings from discontinued operations (Note 3)   -  66,286 
Non-controlling interest - exchangeable shares (Note 10)   -  4,783 

NET EARNINGS   158,471  127,513 
        
ACCUMULATED EARNINGS, BEGINNING OF YEAR, AS PREVIOUSLY REPORTED   337,186  228,269 

Prior period adjustment (Note 11)   20,857  2,261 
Accumulated earnings, beginning of year, as restated   358,043  230,530 

ACCUMULATED EARNINGS, END OF YEAR  $ 516,514 $ 358,043 
        
NET EARNINGS FROM CONTINUING OPERATIONS PER TRUST UNIT (NOTE 12)        

Basic  $ 2.57 $ 1.10 
Diluted  $ 2.49 $ 1.07 

        
NET EARNINGS PER TRUST UNIT (NOTE 12)        

Basic  $ 2.57 $ 2.12 
Diluted  $ 2.49 $ 2.07 

        
WEIGHTED-AVERAGE TRUST UNITS OUTSTANDING (NOTE 12)        

Basic   61,755,432  60,166,163 
Diluted   69,395,074  66,375,229 
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Consolidated Statements of Cash Flows
Years Ended December 31
(THOUSANDS OF CANADIAN DOLLARS)
  2005 2004 

    
(Restated Note

11) 
CASH AND CASH EQUIVALENTS PROVIDED BY (USED IN):      
      
OPERATING      
Net earnings  $ 158,471 $ 127,513 
Items not affecting cash:        

Depletion, depreciation and accretion   122,098  97,540 
Amortization of deferred charges for derivative instruments   4,718  9,709 
Unrealized (gain) loss on derivative instruments   (22,393)  7,183 
Unit compensation   14,000  6,738 
Equity in (gain) losses of affiliates   (263)  41 
Unrealized foreign exchange loss (gain)   344  (985)
Non-controlling interest   (1,159)  (338)
Non-controlling interest - exchangeable shares   14,399  10,097 
Earnings from discontinued operations   -  (66,286)
Future income taxes recovery   (12,050)  (21,033)

Funds from operations   278,165  170,179 
Asset retirement costs incurred   (948)  (1,281)
Changes in non-cash operating working capital (Note 14)   (32,101)  22,479 
   245,116  191,377 
        
INVESTING        

Proceeds on sale of Aventura (Note 3)   -  164,585 
Drilling and development of petroleum and natural gas properties   (113,530)  (67,259)
Cash acquired through acquisition of subsidiary   -  62 
Acquisition of petroleum and natural gas properties (Note 4)   (90,318)  (72,985)
Corporate acquisition (Note 4)   (87,036)  - 
Long-term investment (Note 4)   (12,299)  - 
Contributions to reclamation fund   (25,183)  (15,338)
Changes in non-cash investing working capital (Note 14)   (7,068)  (37,131)

   (335,434)  (28,066)
        
FINANCING        

Issue of trust units for cash, net of unit issue costs   9,147  8,836 
Cash distributions   (125,884)  (122,366)
Increase (decrease) in long-term debt   196,084  (60,544)
Issue of trust units pursuant to distribution reinvestment plan   15,850  6,662 
Cash acquired on shares issued by subsidiary, net of share issue costs   424  24,206 
Changes in non-cash financing working capital (Note 14)   (584)  104 

   95,037  (143,102)
Foreign exchange (loss) gain on cash held in foreign currencies   (9,062)  502 
        
NET CHANGE IN CASH AND CASH EQUIVALENTS   (4,343)  20,711 
IMPACT ON CASH RESULTING FROM DE-CONSOLIDATION OF VERENEX (NOTE 4)   (17,911)  - 
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR   65,031  44,320 
CASH AND CASH EQUIVALENTS, END OF YEAR  $ 42,777 $ 65,031 
        
SUPPLEMENTARY INFORMATION - CASH PAYMENTS        

Interest paid  $ 8,612 $ 3,512 
Income taxes paid  $ 26,190 $ 14,208 
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Notes to the Consolidated Financial Statements - Years Ended December 31
(TABULAR AMOUNTS IN THOUSANDS OF CANADIAN DOLLARS, EXCEPT UNIT AND PER UNIT AMOUNTS)

1. BASIS OF PRESENTATION

Vermilion Energy Trust (the “Trust” or “Vermilion”) was established on January 22, 2003, under a Plan of Arrangement entered into by the Trust,
Vermilion Resources Ltd. (“Resources” or the “Company”), Clear Energy Inc. (“Clear”) and Vermilion Acquisition Ltd. The Trust is an open-end
unincorporated investment trust governed by the laws of the Province of Alberta and created pursuant to a trust indenture (“Trust Indenture”).
Computershare Trust Company of Canada has been appointed trustee under the Trust Indenture. The beneficiaries of the Trust are the holders
of trust units.

As a result of the completion of the Plan of Arrangement, former holders of common shares of the Company received units of the Trust or
exchangeable shares of the Company or a combination thereof, in accordance with the elections made by such holders, and common shares of
Clear. The Company became a subsidiary of the Trust. The Company is actively engaged in the business of oil and natural gas development,
acquisition and production.

Prior to the Plan of Arrangement on January 22, 2003, the consolidated financial statements included the accounts of the Company and its
subsidiaries. After giving effect to the Plan of Arrangement, the consolidated financial statements have been prepared on a continuity of interests
basis, which recognizes the Trust as the successor entity to Resources.

2. SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation
The consolidated financial statements have been prepared in accordance with Canadian generally accepted accounting principles and include
the accounts of the Trust and its subsidiaries on a consolidated basis, all of which are wholly owned. Inter-company account balances and
transactions are eliminated upon consolidation. Verenex Energy Inc. (“Verenex”) (Note 4) is accounted for on the equity basis since December
15, 2005.

Petroleum and Natural Gas Operations
The Trust uses the full-cost method of accounting for petroleum and natural gas operations and capitalizes all exploration and development costs
on a country-by-country basis. These costs include land acquisition, geological and geophysical costs, drilling (including related overhead) on
producing and non-producing properties and other carrying charges on unproven properties. Proceeds of disposition are applied against the cost
pools with no gain or loss recognized except where the disposition results in a greater than 20% change in the rate of depletion and
depreciation.

Amortization of these costs plus future development costs to develop proved reserves is done on a country-by-country basis and is calculated on
the unit-of-production method based on estimated proved reserves, before royalties, as determined by independent engineers. The cost of
significant unevaluated properties is excluded from the depletion and depreciation base. For purposes of depletion and depreciation calculations,
oil and gas reserves are converted to a common unit of measure on the basis of their relative energy content based on a conversion ratio of six
thousand cubic feet of natural gas to a barrel of oil.

The carrying value of the Trust’s petroleum and natural gas properties is limited to the sum of the undiscounted cash flows expected to result
from the Trust’s proved reserves on a country by country basis. If the carrying value is not fully recoverable, the amount of impairment is
measured by comparing the carrying amounts of the capital assets to an amount equal to the estimated net present value of future cash flows
from proved plus probable reserves (the “ceiling test”). This calculation incorporates risks and uncertainties in the expected future cash flows
which are discounted using a risk-free rate. Any excess carrying value above the net present value of the future cash flows would be recorded as
a permanent impairment charged to earnings.

Substantially all of the exploration, development and production activities of the Trust are conducted jointly with others and, accordingly, the
consolidated financial statements reflect only the Trust’s proportionate interest in such activities.

The Trust recognizes the estimated liability associated with an asset retirement obligation (“ARO”) in the consolidated financial statements at the
time the liability is incurred. The estimated fair value of the ARO is recorded as a long term liability, with a corresponding increase in the carrying
amount of the related asset. The capitalized amount is depleted on a unit-of-production method over the life of the proved reserves. The liability
amount is increased each reporting period due to the passage of time and the amount of accretion is charged to earnings in the period. The ARO
can also increase or decrease due to changes in the estimates of timing of cash flows or changes in the original estimated undiscounted cost.
Actual costs incurred upon settlement of the ARO are charged against the ARO to the extent of the liability recorded.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

The amounts recorded for depletion and depreciation of property, plant and equipment are based on estimates. The ceiling test calculation is
based on the sum of the undiscounted cash flows expected to result from the Trust’s proved reserves. The asset retirement obligation is based
on liabilities related to legal obligations associated with future retirement of property, plant and equipment. By their nature, these estimates are
subject to measurement uncertainty, and the effect on the consolidated financial statements from changes in such estimates in future years
could be significant.

Cash and Cash Equivalents
Cash and cash equivalents include monies on deposit and short-term investments accounted for at cost that have an original maturity date of not
more than 90 days.

Furniture and Equipment
Furniture and equipment are recorded at cost and are being amortized on a declining-balance basis at rates of 20% to 50% per year.

Crude Oil Inventories
Inventories of crude oil, consisting of production awaiting shipment at the Ambès Shipping Terminal in France and the Wandoo B platform in
Australia, are valued at the lower of cost or net realizable value. Cost is determined on a weighted-average basis.

Long-Term Investment
Investments in which the Trust has significant influence are accounted for using the equity basis of accounting whereby the investment cost is
increased or decreased for the Trust’s ownership percentage of net earnings or loss and reduced by dividends paid to the Trust.

The Trust reviews and evaluates the carrying value of its investment annually. More frequent reviews are conducted as conditions necessitate. In
the event a decrease in the value of the investment is other than a temporary decline, the investment is written down to recognize the loss.

Goodwill
Goodwill is tested for impairment annually by comparing the fair value of the reporting unit with its carrying amount. If the carrying amount
exceeds the fair value, an impairment loss will be recognized for the excess.

Revenue Recognition
Revenues associated with the sale of crude oil, natural gas and liquids are recorded when title passes to the customer.

Deferred Charges for Derivative Financial Instruments
Deferred charges for derivative financial instruments is the fair value of all outstanding derivative financial instruments at January 1, 2004 that
were recorded on the consolidated balance sheet with an offsetting amount to deferred charges. The deferred charge was recognized into
revenue over the life of the associated contracts.

Derivative Financial Instruments
The Trust has not elected to designate any of its price risk management activities as accounting hedges under Accounting Guideline 13, Hedging
Relationships (“AcG-13”) and is accounting for all these derivative financial instruments using the fair value method. The Trust uses derivative
financial instruments to manage exposures to fluctuations in commodity prices, interest rates and foreign currency exchange rates. All
transactions of this nature entered into by the Trust are related to an underlying financial position or to future petroleum and natural gas
production. The Trust does not use derivative financial instruments for trading purposes. The fair value of derivative financial instruments are
recorded in the consolidated balance sheets with changes in fair value of derivative financial instruments recognized in earnings during the
period.

Unit Compensation
The Trust has unit-based long-term compensation plans for directors, officers and employees of the Trust and its subsidiaries. Unit compensation
expense is measured based on the fair value of the rights at the date of grant (see Note 11 for details of a change in the valuation used to
determine unit based compensation expense). Unit compensation expense associated with rights granted is deferred and recognized in earnings
over the vesting period of the Plans with a corresponding increase or decrease in contributed surplus.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Consideration paid upon the exercise of the rights together with the amount previously recognized in contributed surplus is recorded as an
increase in unitholders’ capital. The Trust has not incorporated an estimated forfeiture rate for rights that will not vest, rather, the Trust accounts
for forfeitures as they occur. See Note 11 for a description of the long-term unit compensation plans.

Per-unit Amounts
Net earnings per unit are calculated using the weighted-average number of units outstanding during the period. Diluted net earnings per unit are
calculated using the treasury stock method to determine the dilutive effect of unit-based compensation and include the weighted-average number
of exchangeable shares outstanding converted at the exchange ratio at the end of each period. The treasury stock method assumes that the
proceeds received from the exercise of “in the money” trust unit rights are used to repurchase units at the average market price during the period
and include trust unit awards outstanding converted at a performance factor of one.

Foreign Currency Translation
Foreign currency balances of foreign subsidiaries, which are considered to be integrated, are translated on the following basis:

- Monetary assets and liabilities are translated at the rates of exchange prevailing at the balance sheet dates;
- Non-monetary assets, liabilities and related depreciation and depletion expense are translated at historical rates; and
- Sales, other revenues, royalties and all other expenses are translated at the average rate of exchange during the month in which they are

recognized.

Any resulting foreign exchange gains and losses are included in earnings.

Reclamation Fund
A reclamation fund has been set up by the Trust to ensure that cash is available to carry out future abandonment and reclamation work on wells,
plants and facilities. Contributions are currently made on a barrel of oil equivalent of production basis in Canada, France, the Netherlands and
Australia and are occasionally supplemented with lump sum contributions.

Income Taxes
The Trust is a taxable entity under the Income Tax Act (Canada) and is taxable only on income that is not distributed or distributable to the
unitholders. As the Trust allocates all of its Canadian taxable income to the unitholders in accordance with the Trust Indenture, and meets the
requirements of the Income Tax Act (Canada) applicable to the Trust, no provision for Canadian income tax expense has been made in the
Trust.

In the Trust structure, payments are made between the Company and the Trust that result in the transferring of taxable income from the
Company to individual unitholders. These payments may reduce future income tax liabilities previously recorded by the Company that would be
recognized as a recovery of income tax in the period incurred.

Income taxes are calculated in the subsidiary companies using the liability method of accounting for income taxes. Under this method, income
tax liabilities and assets are recognized for the estimated tax consequences attributable to temporary differences between the amounts reported
in the consolidated financial statements of the Trust and their respective underlying tax base, using substantively enacted income tax rates in the
respective tax jurisdictions that will be in effect when the differences are expected to reverse. The effect of a change in income tax rates on future
tax liabilities and assets is recognized in income in the period in which a change occurs.

The Trust is subject to current income taxes in France, the Netherlands and Australia based on the enacted tax legislation of each respective
country.

Exchangeable Shares - Non-controlling Interest
The exchangeable shares issued pursuant to the Plan of Arrangement were initially recorded at their pro-rata percentage of the carrying value of
Resources equity. When the exchangeable shares are converted into trust units, the conversion is recorded as an acquisition of the non-
controlling interest at fair value and is accounted for as a step acquisition. Upon conversion of the exchangeable shares, the fair value of the
trust units issued is recorded in unitholders’ capital, and the difference between the carrying value of the non-controlling interest and the fair
value of the trust units is recorded as capital assets.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Distributions
The Trust makes monthly distributions of its distributable cash to unitholders of record on the last day of each calendar month. Pursuant to the
Trust’s policy, it will pay distributions to its unitholders subject to satisfying its financing covenants, making loan repayments and, if applicable,
funding future asset retirement obligations.

Variable Interest Entities
The Trust has applied Accounting Guideline 15, Consolidation of Variable Interest Entities. The guideline addresses consolidation of variable
interest entities to which the usual condition for consolidation does not apply. This guideline does not impact the Trust’s consolidated financial
statements.

Discontinued Operations
On May 6, 2004, the Trust completed the sale of its subsidiary, Aventura. Accordingly, these consolidated financial statements include the
accounts of the Trust and its remaining subsidiaries. The results of operations of Aventura previously reported in the Trust’s annual audited
consolidated financial statements for the year ended December 31, 2004 have been restated and are now reported as discontinued operations
(Note 3).

3. DISCONTINUED OPERATIONS

On May 6, 2004, the Trust completed the sale of the shares of its subsidiary, Aventura, for gross proceeds of $164.6 million which was
accounted for as follows:

Gross sale proceeds  $ 164,585 
Carrying value of investment in Aventura   82,388 
Gain on sale of Aventura   82,197 
Future income taxes   14,233 
Net gain on sale of Aventura  $ 67,964 

The Trust restated its prior period financial statements to reflect Aventura’s assets and liabilities as discontinued operations and to separately
classify the operating results of Aventura from the operating results of continuing operations.

The net earnings (loss) from discontinued operations disclosed in the Consolidated Statements of Earnings and Accumulated Earnings includes
the following:

   2004 
Revenue  $ 4,121 
Loss before income taxes  $ (1,938)
Income taxes (recovery)   (260)
Loss from discontinued operations   (1,678)
Net gain on sale   67,964 
  $ 66,286 

4. INVESTMENTS AND ACQUISITIONS

a) Verenex Energy Inc.
On June 29, 2004 Verenex Energy Inc. (“Private Verenex”), a subsidiary of the Trust, amalgamated with Prairie Fire Oil & Gas Ltd. (“Prairie
Fire”). The common shares of Prairie Fire were exchanged for common shares of the resulting issuer, Verenex Energy Inc. (“Verenex”) on
the basis of one Verenex share for every 25 Prairie Fire shares, and each Private Verenex share was exchanged for one common share of
Verenex. As a result of the share exchange control passed to Verenex as it owns the majority of the issued and outstanding shares of the
combined entity. Accounting principles applicable to reverse takeovers have been applied to record this acquisition. Net assets of Prairie Fire
were deemed to have been purchased by Verenex, at fair value, through the exchange of capital.

In conjunction with the transaction described above, Vermilion sold to Verenex exploration interests in France and a royalty on producing oil
and gas assets in Alberta in exchange for 10 million common shares. The sale of assets were recorded at the underlying cost of the assets
to the Trust due to the related party nature of the transaction. The Trust also subscribed for 2 million of common shares at a price of $2.50
per share through Verenex’s $32.6 million private placement on June 29, 2004.
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4. INVESTMENTS AND ACQUISITIONS (Continued)

On December 15, 2005 Verenex completed a $26 million private placement in which Vermilion subscribed for 3.1 million shares at a price of
$3.20 per share, representing 38% of the private placement. The Trust’s equity interest in Verenex was then reduced to 49% from 53%.

Effective December 15, 2005, the Trust discontinued consolidating the financial results of Verenex, as the Trust was no longer considered to
control Verenex. The investment in Verenex has since been accounted for following the equity basis of accounting. Comparative figures
have not been restated.

The impact of no longer consolidating Verenex had the following effect on the Trust’s December 31, 2005 balance sheet:

(000’s)  Increase
(Decrease) 

Current assets  $ (36,344)
Capital assets   (15,951)
Current liabilities   (2,716)
Non-controlling interest   (26,948)
Contributed surplus   (3,591)
Initial investment in Verenex   19,040 
Equity in income of affiliate from December 15 to December 31, 2005   56 
Investment in Verenex at December 31, 2005  $ 19,096 

b) Glacier Energy Limited (“Glacier”)
On June 16, 2004, the Trust acquired 5.4 million shares of Glacier for consideration of 50% of the Trust’s working interest in the coalbed
methane and shallow gas rights over certain of its lands. On June 20, 2005, the Trust acquired an additional 0.9 million shares of Glacier at
a price of $2.50 per share as part of a private placement completed by Glacier.

On December 7, 2005, the Trust acquired the outstanding shares of Glacier, not already owned by the Trust, for total cash consideration of
$87.0 million. Equity income of affliate of $0.2 million has been recorded by the Trust up to December 7, 2005. The acquisition has been
accounted for using the purchase method of accounting, effective from December 7, 2005 as follows:

Allocation of purchase price:  First Purchase 
Second

Purchase Total 
Capital assets  $ 7,903 $ 98,918 $ 106,821 
Goodwill   -  19,840  19,840 
Future income taxes   -  (26,845)  (26,845)
Asset retirement obligation   -  (300)  (300)
  $ 7,903  91,613  99,516 
Investment in Glacier   (7,903)  -  (7,903)

   -  91,613  91,613 
Working capital   -  (4,577)  (4,577)
Cash paid  $ - $ 87,036 $ 87,036 

c) Australia Acquisition
On March 31, 2005, the Trust acquired $95.0 million of producing properties in Australia. Details are as follows:
 
Petroleum and natural gas assets and equipment  $ 113,840 
Asset retirement obligation   (18,873)
   94,967 
Accounts payable and accrued liabilities   (4,649)
Cash paid  $ 90,318 
 

2005 Annual Financial Statements - Vermilion Energy Trust
11



4. INVESTMENTS AND ACQUISITIONS (Continued)

d) Netherlands Acquisition
On May 19, 2004, the Trust acquired producing properties in the Netherlands. The closing cost, after adjustments, on May 19, 2004 was
$64.5 million. Details are as follows:

Petroleum and natural gas assets and equipment  $ 119,355 
Asset retirement obligation   (33,876)
   85,479 
Accounts payable and accrued liabilities   (21,005)
Cash paid  $ 64,474 

5. CAPITAL ASSETS
 

2005

 

Cost 

Accumulated
Depletion,

Depreciation
and

Amortization Net Book Value 
Petroleum and natural gas properties and equipment  $ 1,393,053 $ 504,094 $ 888,959 
Furniture and equipment   7,566  5,168  2,398 
  $ 1,400,619 $ 509,262 $ 891,357 

2004

 

Cost 

Accumulated
Depletion,

Depreciation
and

Amortization Net Book Value 
Petroleum and natural gas properties and equipment  $ 1,079,692 $ 393,372 $ 686,320 
Furniture and equipment   6,855  4,338  2,517 
  $ 1,086,547 $ 397,710 $ 688,837 

As at December 31, 2005 and 2004, no costs for undeveloped properties have been excluded from the depletion and depreciation calculation.
During the year, the Trust capitalized $0.3 million (2004-$1.7 million) of overhead costs related to exploration and development activities.

The Trust performed a ceiling test calculation at December 31, 2005 to assess the recoverable value of petroleum and natural gas properties and
equipment. Based on the calculation, the present value of future net revenues from the Trust’s proved reserves exceeded the carrying value of
the Trust’s petroleum and natural gas properties and equipment at December 31, 2005.

The benchmark prices used in the calculation are as follows:

CDN$/BOE  Canada France Netherlands Australia 
2006  $ 59.79 $ 59.65 $ 48.90 $ 60.92 
2007  $ 56.39 $ 57.71 $ 48.11 $ 58.79 
2008  $ 51.31 $ 53.18 $ 45.46 $ 54.51 
2009  $ 48.09 $ 49.78 $ 42.40 $ 51.30 
2010  $ 46.40 $ 48.04 $ 40.42 $ 49.70 
Average remainder  $ 48.59 $ 50.23 $ 40.84 $ 50.92 

6. ASSET RETIREMENT OBLIGATION

The total future asset retirement obligation was estimated by management based on the Trust’s net ownership interest in all wells and facilities,
estimated costs to abandon and reclaim the wells and facilities and the estimated timing of the costs to be incurred in future periods. The Trust
has estimated the net present value of its asset retirement obligations to be $70.2 million as at December 31, 2005 (2004 - $51.7 million) based
on a total undiscounted future liability of $236.7 million. These payments are expected to be made over the next 49 years with most coming
within the time frame of 25-30 years. The Trust used a credit adjusted risk free rate of 8% and an inflation rate of 1.5% to calculate the present
value of the asset retirement obligation.
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6. ASSET RETIREMENT OBLIGATION (Continued)

The following table reconciles the Trust’s total asset retirement obligation:

  2005 2004 
Carrying amount, beginning of period  $ 51,688 $ 15,570 
Increase in liabilities in the period   19,656  35,653 
Disposition of liabilities in the period   (948)  (1,281)
Change in estimate   3,089  - 
Accretion expense   4,935  2,261 
Foreign exchange   (8,206)  (515)
Carrying amount, end of period  $ 70,214 $ 51,688 

The Trust has set aside funds for the future payment of its estimated asset retirement obligations. In 2005, the Trust contributed $25.2 million
(2004 - $15.3 million) to the reclamation fund, including earnings on the fund balance.

7. LONG-TERM DEBT

As at December 31, 2005, the Trust had an unsecured covenant based credit facility consisting of a revolving term loan in the amount of $410
million. The revolving period under the term loan is expected to expire in July 2006 and may be extended for an additional period of up to 364
days at the option of the lender. If the lenders convert the revolving credit facility to a non-revolving credit facility, the amounts outstanding under
the facility become repayable 12 months after the end of the revolving period. Various borrowing options are available under the facility including
prime rate based advances and bankers’ acceptance loans.

8. FUTURE INCOME TAXES

The components of the future income tax liability at December 31, 2005 and 2004 are as follows:
 
  2005 2004 
Capital assets  $ 185,954 $ 163,619 
Asset retirement obligation   (25,409)  (17,626)
Share issue costs   (70)  (313)
  $ 160,475 $ 145,680 

The provision for income tax differs from the amount that would have been expected if the reported earnings had been subject only to the
statutory Canadian income tax rate of 37.62% (2004 - 38.87%), as follows:

  2005 2004 
    (Restated) 
Earnings before income taxes, other items and discontinued operations  $ 184,405 $ 67,102 
Canadian corporate tax rate   37.62%  38.87%
Expected tax expense   69,373  26,083 
Increase (decrease) in taxes resulting from:        

Income attributable to the unitholders   (40,971)  (40,272)
Non-deductible Crown payments   10,344  12,628 
Resource allowance   (8,244)  (8,378)

Foreign tax rate differentials*   (2,689)  861 

Statutory rate changes   -  (5,836)
Capital taxes   901  525 
Unit compensation expense   3,792  2,248 
France tax assessments   -  7,090 
Pool variances   (3,781)  1,206 
Foreign exchange   (16,539)  (789)
Other   771  709 

Provision for (recovery of) income taxes  $ 12,957 $ (3,925)
* The corporate tax rate in France is 34.8%, 41% in the Netherlands and 30% in Australia

At December 31, 2005, the Trust had approximately $202.3 million (2004 - $178.9 million) of tax deductions for Canadian income tax purposes,
approximately $73.6 million (2004 - $56.5 million) of tax deductions for income tax purposes in France, approximately $61.5 million (2004 - $71.4
million) of tax deductions for income tax purposes in the Netherlands and approximately $68.4 million of tax deductions for income tax purposes
in Australia.
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9. UNITHOLDERS’ CAPITAL AND CONTRIBUTED SURPLUS

The Trust is authorized to issue an unlimited number of units of the Trust. Upon conversion to a Trust, 6.0 million exchangeable shares of the
Company were issued.

The exchangeable shares are convertible into trust units based on the exchange ratio, which is adjusted monthly to reflect the distribution paid on
the trust units. Cash distributions are not paid on the exchangeable shares. On the 10th anniversary of the issuance of the exchangeable shares,
subject to extension of such date by the Board of Directors of the Company, the exchangeable shares will be redeemed for trust units on the
basis of an exchange ratio as at the last business day prior to the redemption date (see Note 10).

The Trust established a Distribution Reinvestment Plan (“DRIP”) in conjunction with the Trust’s transfer agent to provide the option for
unitholders to reinvest cash distributions into additional trust units issued from treasury. In 2005, the Trust issued 0.7 million units for proceeds of
$15.9 million (2004 - 0.4 million units for proceeds of $6.7 million).

  Number of Units Amount 

TRUST UNITS    
(Restated Note

11) 
Balance as at December 31, 2003   59,208,592 $ 221,858 
Distribution reinvestment plan   382,692  6,662 
Issued on conversion of exchangeable shares   209,846  3,204 
Transfer from contributed surplus on unit right exercise (restated Note 11)   -  3,456 
Trust units issued for bonus plan   49,630  825 
Unit rights exercised   856,900  8,010 
Balance as at December 31, 2004 (restated Note 11)   60,707,660  244,015 
Distribution reinvestment plan   674,766  15,850 
Issued on conversion of exchangeable shares   73,692  1,623 
Transfer from contributed surplus on unit right exercise   -  4,178 
Trust units issued for bonus plan   40,246  827 
Unit rights exercised   1,011,850  8,320 
Balance as at December 31, 2005   62,508,214 $ 274,813 
        
   2005  2004 

CONTRIBUTED SURPLUS      
 (Restated Note

11) 
Opening balance  $ 9,136 $ 7,654 
Discontinued operations   -  (1,800)

Unit compensation expense (Note 11)
  13,199  6,738 

Transfer to unitholders’ capital on unit option exercise   (4,178)  (3,456)
De-consolidation of Verenex (Note 4)   (3,591)  - 
Ending balance  $ 14,566 $ 9,136 

10. NON-CONTROLLING INTEREST

The non-controlling interest on the consolidated balance sheets consists of the book value of the exchangeable shares upon issuance plus the
accumulated earnings attributable to the non-controlling interest. The net earnings attributable to the non-controlling interest on the consolidated
statement of earnings represents the share of net earnings attributable to the non-controlling interest based on the Trust units issuable for
exchangeable shares in proportion to total trust units issued and issuable at each period end. When all of the exchangeable shares are
converted to trust units, there will be no remaining non-controlling interest.
 
  2005 2004 
EXCHANGEABLE SHARES      
Opening number of exchangeable shares   4,675,961  4,848,029 
Exchanged for trust units   (56,626)  (172,068)
Ending Balance   4,619,335  4,675,961 
Ending exchange ratio   1.37836  1.26626 
Trust units issuable upon conversion   6,367,107  5,920,982 
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10. NON-CONTROLLING INTEREST (Continued)

Following is a summary of the non-controlling interest:
  2005 2004 

    
(Restated Note

11) 
Non-controlling interest, beginning of year  $ 24,686 $ 15,129 
Prior period adjustment (Note 11)   -  185 
Reduction of book value for conversion to trust units   (325)  (725)
Current period net earnings attributable to non-controlling interest   14,399  10,097 
Non-controlling interest, end of year  $ 38,760 $ 24,686 

11. UNIT COMPENSATION PLANS AND RESTATEMENT

Unit Rights Incentive Plan
The Trust has a unit rights incentive plan that allows the Trust to issue rights to acquire trust units to directors, officers and employees. The Trust
is authorized to issue up to 6.0 million unit rights; however, the number of trust units reserved for issuance upon exercise of the rights shall not at
any time exceed 10% of the aggregate number of issued and outstanding trust units of the Trust. Unit right exercise prices are equal to the
market price for the trust units on the date the unit rights are issued. If certain conditions are met, the exercise price per unit may be calculated
by deducting from the grant price the aggregate of all distributions, on a per-unit basis, made by the Trust after the grant date. Rights granted
under the plan vest over a three-year period and expire five years after the grant date. No future rights are expected to be issued as the unit
rights incentive plan was replaced with a Trust Unit Award Plan in 2005. The existing rights plan will be in place until all issued and outstanding
rights are exercised or cancelled.

Restatement of Unit Compensation Expense
From inception of the unit rights incentive plan until January 1, 2005, the Trust applied the intrinsic value methodology based on the initial
asessment that the number of uncertainties regarding the reduction in the strike price of the rights precluded a reasonable estimate of the fair
value of the rights on the date of grant.

Effective on January 1, 2005, the Trust prospectively applied the fair value based method of accounting for the rights plan.

In the fourth quarter of 2005 however, it has been determined that, in the circumstances, the fair value methodology could be applied since
inception of the plan rather than the intrinsic value methodology. The Trust has therefore computed a fair value estimate of the rights at the
respective dates of grant and has retroactively restated its unit compensation expense back to the inception of the plan in 2003.

The Trust has restated the 2003 and 2004 unit compensation expense. The effect is an increase to net earnings before non-controlling interest in
2004 and 2003 of $20.0 million and $2.4 million respectively. The change in expense also impacted the amount of net earnings attributable to
non-controlling interest resulting in an increase to the amount of net earnings allocated to non-controlling interest and an increased non-
controlling interest on the balance sheet by $1.4 million in 2004 and $0.2 million in 2003. Contributed surplus was reduced by $16.1 million in
2004 ($2.4 million in 2003) and unitholders’ capital was reduced by $3.9 million in 2004 ($NIL in 2003). Net earnings increased by $18.6 million
($0.31 per unit) in 2004 and $2.2 million ($0.04 per unit) in 2003.

The Trust used the Black-Scholes option-pricing model to calculate the estimated fair value of the outstanding rights. The following assumptions
were used to arrive at the estimate of fair value:
 
  2004 2003 
Expected volatility   22.33%  31.47%
Risk-free interest rate   4.0%  4.0%
Expected life of option (years)   5.0  5.0 
Fair value per option   $4.16 - $5.52  $3.99 - $5.15 

The dividend yield is offset by the reducing strike price feature of the plan resulting in using a zero dividend yield in the option-pricing model. The
remaining future fair value of the rights will be recognized in earnings over the remaining vesting period of the rights outstanding. During the
year, $6.8 million of the fair value has been recorded as compensation expense (2004 - $6.3 million). Any consideration paid upon exercise
together with the amount previously recognized in contributed surplus is recorded as an increase to unitholders’ capital.
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11. UNIT COMPENSATION PLANS AND RESTATEMENT (Continued)

The following table summarizes information about the Trust’s unit rights:
 
    2005   2004 

 
 Number of Unit

Rights 

Weighted
Average

Exercise Price 
Number of Unit

Rights 

Weighted
Average

Exercise Price 
Opening Balance   4,744,100 $ 13.99  4,543,000 $ 11.59 

Granted   48,600  20.20  1,471,100  18.10 
Cancelled   (163,100)  16.79  (413,100)  11.81 
Exercised   (1,011,850)  12.13  (856,900)  9.35 

Closing balance   3,617,750 $ 14.47  4,744,100 $ 13.99 
 
A summary of the plan as at December 31, 2005 is as follows:
 
Range of Exercise Price

at Grant Date Adjusted Exercise Price 
Number of Rights

Outstanding 
Remaining Contractual

Life of Right Years) 
Number of Rights

Exercisable 
 $11.45  $5.50  2,116,100  2.1  1,410,733 
 $11.46 - $15.00  $5.68 - $9.22  222,850  2.2 - 3.0  121,200 
 $15.01 - $19.56  $10.93 - $15.48  1,278,800  3.0 - 4.2  381,600 

Trust Unit Award Incentive Plan
In 2005, the Board of Directors established a new Trust Unit Award Incentive Plan (the “Award Plan”) governing the issuance of restricted units
of the Trust to directors, officers, employees and consultants of the Trust and its Affiliates. The Award Plan consists of units that will be
designated as either a Restricted Time Based Award (“RTBA’s”) for which the number of awards is fixed or a Performance Based Award
(“PBA’s”) for which the number of awards is variable.

Upon vesting, the grantee will be delivered units of the Trust, adjusted for cumulative distributions of the Trust during the period that the
restricted units are outstanding. The number of units issued upon vesting of the PBA’s is dependent upon the future performance of the Trust
compared to its peers based on a performance factor that may range from zero to two times the number of PBA’s originally granted. The vesting
date for all restricted units shall be on the date that is the third anniversary of the date of the Unit Award. Awards granted in which 2005 is the
grantee’s first year of service, will vest over three years.

The following table summarizes information about the Award Plan:  
 

  Number of
Awards 

Balance December 31, 2004   - 
Granted   740,675 
Cancelled   (85,125)

Balance December 31, 2005   655,550 

A compensation expense of $3.3 million has been recorded at December 31, 2005. The fair value of unexercised rights is determined using the
Black-Scholes model and management’s estimate of the number of Restricted Units to be issued on maturity. The value is deferred and
recognized as an expense over the vesting period of the Awards. The dividend yield is offset by the cumulative distributions resulting in using a
zero dividend yield in the model.

  2005 
Expected volatility   18.0%
Risk-free interest rate   3.5%
Expected life of option (years)   3.0 
Fair value per unit   $15.57 - $20.59 

Verenex Energy Inc. Compensation Plans
Effective December 15, 2005, Verenex is not considered to be controlled by the Trust (Note 4). Operations to December 15, 2005 have been
consolidated with the Trust. Verenex has a stock option plan and performance warrants outstanding. The Trust has recognized $3.1 million in
stock compensation expense for the options and warrants of Verenex up to December 15, 2005 (2004 - $0.5 million).
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12. PER-UNIT AMOUNTS

The following table shows the effect of dilutive securities on the weighted average trust units outstanding:

  2005 2004 
BASIC    (Restated) 
Net earnings from continuing operations per unit  $ 2.57 $ 1.10 
Net earnings per unit  $ 2.57 $ 2.12 
Weighted-average number of units outstanding (thousands)   61,755  60,166 
DILUTED        
Net earnings from continuing operations per unit  $ 2.49 $ 1.07 
Net earnings per unit  $ 2.49 $ 2.07 
Weighted-average number of units outstanding (thousands)   69,395  66,375 

The number of units used to calculate diluted earnings per unit for the year ended December 31, 2005, of 69.4 million (2004 - 66.4 million)
included the weighted-average number of units outstanding of 61.8 million (2004 - 60.2 million) plus 1.2 million (2004 - 0.3 million) units related to
the dilutive effect of unit rights and 6.4 million for outstanding exchangeable shares at the period end exchange ratio (2004 - 5.9 million).

The determination of diluted net earnings per unit was not affected by (2004 -990,800) unit rights that would be anti-dilutive because the
respective exercise prices exceeded the average market price of the units. Net earnings attributable to the non-controlling interest-exchangeable
shares were added back to net earnings from operations in calculating dilutive per unit amounts.

The unrecognized compensation cost is considered to be part of the assumed proceeds to purchase trust units under the treasury stock method.

13. DERIVATIVE INSTRUMENTS

Risk Management Activities

The nature of the Trust’s operations result in exposure to fluctuations in commodity prices, interest rates and foreign currency exchange rates.
The Trust monitors and, when appropriate, uses derivative financial instruments to manage its exposure to these risks. The Trust is exposed to
credit-related losses in the event of non-performance by counterparties to the financial instruments.

The Trust uses power swap agreements to manage the risk associated with fluctuating electricity costs. The Trust has entered into swaps for 2.0
mw/h at $48.50 per mwh and 2.0 mw/h at $65.17 per mwh in 2006 to 2008.

The Trust uses a variety of options including funded and costless collars and puts to manage the risk associated with fluctuating commodity
prices on the sale of crude oil and natural gas. The Trust does not obtain collateral or other security to support its collars as the majority of these
instruments are with the Trust’s banking syndicate.
 
Risk Management: Oil  Funded Cost bbls/d US$/bbl 
Collar - WTI        

Q1 2006   US$0.50-$1.00/bbl  1,250  $53.00 - $72.75 
Q2 2006   US$1.50/bbl  250  $53.00 - $73.90 

Collar - BRENT           
2006   US$1.00/bbl  1,000  $53.00 - $67.70 
Q3 2006   US$1.00/bbl  250  $52.00 - $68.50 
Q4 2006   US$1.50/bbl  250  $53.00 - $69.80 

           
Risk Management: Natural Gas   Funded Cost  GJ/d  C$/GJ 
Collar           

Q1 2006  $ 0.25/GJ  2,500  $9.50 - $16.00 

Feb-Mar 2006   costless  2,500  
$11.00 - $20.74 

Apr-Oct 2006  $ 0.25/GJ  2,500  $8.00 - $15.00 
Put           

Q1 2006  $ 0.23/GJ  5,000  $10.50 
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13. DERIVATIVE INSTRUMENTS (Continued)

As discussed in Note 2, on January 1, 2004 the fair value of all outstanding derivative financial instruments that are not recorded as accounting
hedges were recorded on the consolidated balance sheets with an offsetting amount to deferred charges. The deferred charge was recognized
into revenue over the life of the associated contracts. Of the total deferred charge of $14,427 recorded at January 1, 2004, $9,709 was
recognized as a charge to revenue in the year ended December 31, 2004 and $4,718 was recognized in 2005.

Changes in fair value after January 1, 2004 are recorded on the consolidated balance sheets with the associated unrealized gain or loss
recorded in net earnings. The estimated fair value of all derivative financial instruments is based on quoted market prices or, in their absence,
third party market indications and forecasts. Unrealized gains or losses and realized gains or losses are recorded as a separate element of
earnings.

The following table presents a reconciliation of the change in the unrealized amounts from January 1, 2005 to December 31, 2005 and the
related total gain or loss during the year:

  Fair Value 
Total Gain

(Loss) 
Fair value of contracts, January 1, 2005  $ (21,610) $ - 
Change in fair value of contracts still outstanding at January 1, 2005   21,610  21,610 
Contract settlements realized during the year   -  (41,180)
Fair value of contracts entered into during the year   783  783 
  $ 783 $ (18,787)

The following table presents a reconciliation of the change in the unrealized amounts from January 1, 2004 to December 31, 2004:

  Fair Value 
Total Gain

(Loss) 
Fair value of contracts, January 1, 2004  $ (14,427) $ - 
Change in fair value of contracts still outstanding at December 31, 2004   (7,183)  (7,183)
Contract settlements realized during the period   -  (31,414)
Fair value of contracts entered into during the period   -  - 
Fair value of contracts outstanding, end of period  $ (21,610) $ (38,597)

The fair value amounts are recorded on the consolidated balance sheets as follows:

  2005 2004 
Fair value of derivative instruments      

Current asset  $ 1,166 $ 68 
Current liability   (383)  (21,678)

Total fair value of derivative instruments  $ 783 $ (21,610)

Fair Values

The carrying values of cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities and long-term debt
approximated their fair values as at December 31, 2005 and 2004 as a result of the short-term nature of these instruments and, in the case of
long-term debt, having variable interest rates which approximate market value.

14. CASH FLOW INFORMATION

The following amounts represent the changes in non-cash working capital per balance sheet accounts:

  2005 2004 
Accounts receivable  $ (13,087) $ (16,843)
Crude oil inventory   (5,811)  (991)
Prepaid expenses and other   (4,369)  (2,073)
Accounts payable and accrued liabilities   (17,017)  5,140 
Foreign exchange   531  219 
Changes in non-cash working capital  $ (39,753) $ (14,548)
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15. SEGMENTED INFORMATION

The Trust has operations principally in Canada, France, the Netherlands and Australia. The Netherlands assets were acquired effective May 19,
2004 and the Australia operations were acquired effective March 31, 2005. The Trust’s entire operating activities are related to exploration,
development and production of petroleum and natural gas.

  2005 2004 
PETROLEUM AND NATURAL GAS REVENUE      
Canada  $ 243,199 $ 212,567 
France   133,729  99,829 
Netherlands   72,525  42,129 
Australia   80,485  - 
  $ 529,938 $ 354,525 
NET EARNINGS      (Restated)
Canada  $ 57,383 $ 108,889 
France   47,652  7,987 
Netherlands   24,038  10,637 
Australia   29,398  - 
  $ 158,471 $ 127,513 
FUNDS FROM OPERATIONS        
Canada  $ 130,023 $ 107,187 
France   62,145  31,458 
Netherlands   50,940  31,534 
Australia   35,057  - 
  $ 278,165 $ 170,179 
CAPITAL EXPENDITURES        
Canada  $ 141,022 $ 31,722 
France   50,649  35,028 
Netherlands   12,434  94,499 
Australia   96,005  - 
  $ 300,110 $ 161,249 
TOTAL ASSETS        
Canada  $ 588,462 $ 433,949 
France   255,816  268,801 
Netherlands   121,296  141,852 
Australia   146,165  - 
  $ 1,111,739 $ 844,602 

16. RELATED PARTY TRANSACTIONS

During the period, Vermilion initially paid for various expenditures on behalf of Verenex and then recovered such amounts from Verenex. These
transactions were measured at the exchange amount, which is the amount of consideration established and agreed to by the related parties.
These transactions were undertaken under the same terms and conditions as transactions with non-related parties.

17. COMMITMENTS AND CONTINGENCIES

The Trust has various commitments and guarantees in the normal course of business, none of which, in managements view, are significant.

18. GUARANTEES

In the normal course of operations, the Trust executes agreements that provide for indemnification and guarantees to counter-parties in
transactions such as the sale of assets and operating leases.

These indemnifications and guarantees may require compensation to counterparties for costs and losses incurred as a result of various events,
including breaches of representations and warranties, loss of or damages to property, environmental liabilities or as a result of litigation that may
be suffered by the counterparties.
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18. GUARANTEES (Continued)

Certain indemnifications can extend for an unlimited period and generally do not provide for any limit on the maximum potential amount. The
nature of substantially all of the indemnifications prevents the Trust from making a reasonable estimate of the maximum potential amount that
might be required to pay counterparties as the agreements do not specify a maximum amount, and the amounts depend on the outcome of
future contingent events, the nature and likelihood of which cannot be determined at this time.

19. COMPARATIVE FIGURES

Certain of the prior-period numbers have been reclassified to conform with the current period presentation.

20. SUBSEQUENT EVENTS

On October 18, 2005, Vermilion announced that a wholly-owned subsidiary entered into an exclusive arrangement with a French subsidiary of
Exxon Mobil Corporation, to negotiate the purchase of its 89.89% shareholding in Esso REP. Any transaction would be subject to the parties
entering into a definitive purchase and sale agreement which would be subject to the satisfaction of all conditions precedent, including due
diligence and the receipt of all necessary regulatory approvals and which will require consultation with appropriate employee representative
groups.

21. DIFFERENCES BETWEEN CANADIAN AND UNITED STATES OF AMERICA GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

The consolidated financial statements of the Trust have been prepared in accordance with accounting principles generally accepted in Canada
(“Canadian GAAP”) which in most respects, conform to accounting principles generally accepted in the United States of America (“U.S. GAAP”).
The significant differences, as they apply to the Trust are shown below.

Consolidated statements of earnings in accordance with U.S. GAAP is as follows:
 
  2005 2004 

    
(Restated Note

11) 
Net earnings from continuing operations - Canadian GAAP  $ 158,471 $ 66,010 
Depreciation, depletion and accretion (Note 21-1,3,4)   628  553 
Gain (loss) on derivative instruments (Note 21-2)   4,718  9,709 
Deferred income taxes (Note 21-1)   (201)  1,572 
Non-controlling interest - exchangeable shares (Note 21-4)   14,399  5,314 
Net earnings from continuing operations - U.S. GAAP   178,015  83,158 
Net earnings from discontinued operations   -  61,503 
Non-controlling interest - exchangeable shares (Note 21-4)   -  4,783 
Net earnings - U.S. GAAP  $ 178,015 $ 149,444 
Earnings from continuing operations per trust unit for U.S. GAAP        

Basic  $ 2.61 $ 1.26 
Diluted  $ 2.57  1.25 

Earnings per trust unit for U.S. GAAP        
Basic  $ 2.61 $ 2.26 
Diluted  $ 2.57 $ 2.25 

Weighted average trust units outstanding        
Basic   68,122,539  66,087,146 
Diluted   69,395,074  66,375,229 
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21. DIFFERENCES BETWEEN CANADIAN AND UNITED STATES OF AMERICA GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(Continued)

Consolidated balance sheets in accordance with U.S. GAAP is as follows:
 
  2005 2005 2004 2004 

  CDN GAAP U.S. GAAP CDN GAAP U.S. GAAP 

ASSETS      
(Restated Note

11)   
CURRENT          

Cash and cash equivalents  $ 42,777 $ 42,777 $ 65,031 $ 65,031 
Accounts receivable   75,639  75,639  54,044  54,044 
Crude oil inventory   10,279  10,279  4,468  4,468 
Fair value of derivative instruments (Note 21-2)   1,166  1,166  68  68 
Prepaid expenses and other   9,387  9,387  5,022  5,022 

   139,248  139,248  128,633  128,633 
Deferred charges for derivative instruments (Note 21-2)   -  -  4,718  - 
Long-term investment   19,096  19,096  5,398  5,398 
Reclamation fund   42,198  42,198  17,016  17,016 
Goodwill   19,840  19,840  -  - 
Capital assets (Note 21-1,3,4)   891,357  890,127  688,837  685,299 
  $ 1,111,739 $ 1,110,509 $ 844,602 $ 836,346 
LIABILITIES              
CURRENT              

Accounts payable and accrued liabilities  $ 90,422 $ 90,422 $ 85,837 $ 85,837 
Distributions payable to unitholders   10,626  10,626  10,320  10,320 
Income taxes payable   11,607  11,607  23,798  23,798 
Fair value of derivative instruments (Note 21-2)   383  383  21,678  21,678 

   113,038  113,038  141,633  141,633 
Long-term debt   271,099  271,099  75,014  75,014 
Asset retirement obligation   70,214  70,214  51,688  51,688 
Future income taxes (Note 21-1)   160,475  167,778  145,680  150,950 
   614,826  622,129  414,015  419,285 
Non-controlling interest   -  -  16,257  16,257 
Non-controlling interest - exchangeable shares (Note 21-4)   38,760  -  24,686  - 
Temporary equity   -  2,118,935  -  1,368,932 
UNITHOLDERS’ EQUITY              

Unitholders’ capital (Note 21-4)   274,813  -  244,015  - 

Contributed surplus
  14,566  -  9,136  - 

Accumulated earnings   516,514  (1,282,815)  358,043  (746,578)
Accumulated cash distributions   (347,740)  (347,740)  (221,550)  (221,550)

   458,153  (1,630,555)  389,644  (968,128)
  $ 1,111,739 $ 1,110,509 $ 844,602 $ 836,346 

1) Income Tax and Related Depreciation, Depletion and Accretion

In 2000, the Trust adopted the liability method to account for income taxes for Canadian GAAP. The change to the liability method
eliminated a difference between Canadian and U.S. GAAP, however, in accordance with the recommendations of the CICA the effect of the
adoption under Canadian GAAP resulted in a charge to retained earnings, whereas, under U.S. GAAP the deferred income taxes that
resulted in the Canadian GAAP retained earnings adjustment would have been reflected in capital assets. As a result of the difference in
implementation method, depreciation and depletion expense will differ between U.S. and Canadian GAAP in subsequent years due to the
additional amounts capitalized under U.S. GAAP.

The adjustment related to the U.S. GAAP difference described above is as follows:

Increase (decrease)  2005 2004 
Depreciation, depletion and accretion  $ 1,603 $ 1,943 
Deferred income tax expense   (603)  (755)
Property, plant and equipment   (1,603)  (1,943)
Deferred tax liability  $ (603) $ (755)
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21. DIFFERENCES BETWEEN CANADIAN AND UNITED STATES OF AMERICA GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

(Continued)

2) Derivative and Other Financial Instruments

Statement of Financial Accounting Standards (“SFAS”) No. 133, “Accounting for Derivative Instruments and Hedging Activities” (“SFAS
133”), as modified by SFAS No. 138 “Accounting for Certain Derivative Instruments and Certain Hedging Activities”, establishes accounting
and reporting standards requiring that every derivative instrument be recorded in the balance sheet as either an asset or liability measured at
its fair value, and that change in the fair value be recognized currently in earnings unless specific hedge accounting criteria are met. This
statement requires an entity to establish, at the inception of a hedge, the method it will use for assessing the effectiveness of the hedging
derivative and the measurement approach for determining the ineffective aspects of the hedge. Those methods must be consistent with the
entity’s approach to managing risk.

Prior to January 1, 2004 the Trust had designated, for Canadian GAAP purposes, its derivative financial instruments as hedges of anticipated
revenue and expenses. In accordance with Canadian GAAP, payments or receipts on these contracts were recognized in earnings
concurrently with the hedged transactions. The fair values of the contracts accounted for as hedges were not reflected in the consolidated
financial statements under Canadian GAAP.

Effective January 1, 2004, the Trust prospectively adopted CICA Accounting Guideline - 13 “Hedging Relationships” (“AcG-13”). This
effectively eliminates U.S. GAAP differences relating to financial instruments that do not qualify for hedge accounting for future periods.

 
Upon adoption of AcG-13, deferred credits for derivative instruments of $14,427 were recognized representing the fair market value of
derivative financial instruments in place as of January 1, 2004. The deferred charges are amortized over the life of the derivative financial
instruments for Canadian GAAP and were equal to the aggregate of U.S. GAAP gains and losses incurred on these instruments, prior to
January 1, 2004. During 2005, the remaining deferred charges of $4,718 were amortized to income under AcG-13 ($9,709 in 2004). Because
this amount was previously recognized and reversed against accumulated earnings for U.S. GAAP, the amount has been reversed in the
current period for U.S. GAAP.

Increase (decrease)  2005 2004 
(Gain) loss on derivative instruments  $ - $ - 
Deferred income tax expense   -  (1,883)
Deferred income tax liability   -  (1,883)
Revenue   4,718  9,709 
Accumulated earnings   (4,718)  (14,427)
Deferred charges for derivative financial instruments  $ - $ (4,718)

 
3) Business Combinations Effected by Issuance of Shares

For both Canadian and U.S. GAAP, the quoted market price of the shares issued in a business combination is used to estimate the fair
value of the acquired enterprise after recognizing possible effects of price fluctuations, quantities traded, issue costs, and similar items. The
value of the shares is based on their market price over a reasonable period before and after the date the terms of the business combination
are agreed to and announced. Under SFAS 141, business combination under U.S. GAAP, the period of time determined to be reasonable
for assessing the market value of the shares, is considered to be two days before and two days after the date of announcement. The
resulting change in the carrying value of the acquired assets as prescribed under U.S. GAAP resulted in changes to the related depreciation
and depletion expense in the current and prior years.

The adjustment related to the U.S. GAAP difference described above, is related to business combinations that occurred prior to 2002:

Increase (decrease)  2005 2004 
Depreciation, depletion and accretion  $ 134 $ 482 
Property, plant and equipment  $ (134) $ (482)
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21. DIFFERENCES BETWEEN CANADIAN AND UNITED STATES OF AMERICA GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(Continued)

4) Unitholders’ Capital

Under adoption of EITF D-98 “Classification and Measurement of Redeemable Securities”, the Trust records the redemption value of all
outstanding trust units and exchangeable shares as temporary equity on the consolidated balance sheets. The amount included for
Unitholders' Equity is reduced by an amount equal to the redemption value of the trust units as at the balance sheet date.  The redemption
value of the trust units is determined with respect to the trading value of the trust units and the trust unit equivalent of the exchangeable
shares at each balance sheet date, and the amount of the redemption value is classified as temporary equity.  Under Canadian GAAP, all
trust units are classified as unitholders’ equity and exchangeable shares as non-controlling interest.  As at December 31, 2005 and 2004, the
Trust has classified $2,118,935 and $1,368,932 respectively, as temporary equity in accordance with US GAAP. 

Under Canadian GAAP, the Company's exchangeable shares are classified as non-controlling interest to reflect a minority ownership in one
of the Trust's subsidiaries.  As these exchangeable shares are ultimately to be converted into trust units, the exchangeable shares are
classified as temporary equity along with the trust units (see Note 10) under U.S. GAAP. As a result, non-controlling interest is eliminated for
the determination of earnings for U.S. GAAP purposes.

The adjustment related to the U.S. GAAP difference described above is as follows:
 
Increase (decrease)  2005 2004 

    
(Restated Note

11) 
Unitholders’ capital  $ (273,901) $ (243,103)
Contributed surplus   (14,566)  (9,136)
Non-controlling interest - exchangeable shares   (38,760)  (24,686)
Capital assets   (13,310)  (17,355)
Future income taxes   (5,114)  (5,918)
Non-controlling interest - exchangeable shares   (14,399)  (10,097)
Depletion   (2,365)  (2,978)
Future income taxes   804  1,016 
Accumulated earnings   (1,815,864)  (1,115,503)
Temporary equity  $ 2,118,935 $ 1,368,932 

 
5) Ceiling Test

Under U.S. GAAP full cost accounting, the carrying value of petroleum and natural gas properties and related facilities, net of deferred
income taxes, is limited to the present value of after tax future net revenue from proven reserves, discounted at 10% (based on unescalated
prices and costs at the balance sheet date), plus the lower of cost and fair value of unproven properties. Under Canadian GAAP, an
impairment loss occurs when the carrying amount of the Trust’s property plant and equipment exceeds the estimated un-discounted future
net cash flows associated with the Trust’s proved reserves. If an impairment loss is determined to occur, the costs carried on the balance
sheet in excess of the discounted future net cash flows associated with the Trust’s proved and probable reserves are charged to income.
The application of the impairment test under U.S. GAAP did not result in a write-down of capitalized costs in either 2005 or 2004.

6) Stock-based Compensation

Prior to 2005, the Trust was accounting for Stock-based Compensation using the intrinsic value method. On January 1, 2005, the Trust
prospectively applied the fair value method, and restated compensation expense for 2003 and 2004. Now that the fair value method is being
used and the compensation expense is deferred and recognized in income over the vesting period of the rights, there is no difference
between Canadian and U.S. GAAP.

7) Effects on Cash Flow

 i) The Trust presents funds from operations before changes in non-cash working capital as a subtotal in the consolidated statement of
cash flows. This line item would not be presented in a cash flow statement prepared in accordance with U.S. GAAP.
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21. DIFFERENCES BETWEEN CANADIAN AND UNITED STATES OF AMERICA GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(Continued)

 ii) Under Canadian GAAP, the Trust recorded cash flows related to derivative instruments of $41.2 million (for the 12 month period ended
December 31, 2005, $31.4 million for the same period in 2004) which flowed through the consolidated statements of cash flows as an
operating activity. Under U.S. GAAP, cash flow related to derivative instruments are classified as investing activities. The result is a
classification difference on the consolidated statements of cash flows with no change in the cash balance at the end of the period.

8) Recent U.S. Accounting Standards

 i) In November 2004, the Financial Accounting Standards Board (FASB) issued Statement 151, Inventory Costs. This statement amends
ARB 43 to clarify that:

 § abnormal amounts of idle facility expense, freight, handling costs and wasted material (spoilage) should be recognized as current-
period charges; and

 § requires the allocation of fixed production overhead to inventory based on the normal capacity of the production facilities.
 
The provisions of this statement are effective for inventory costs incurred during fiscal years beginning after June 15, 2005. We do not
expect the adoption of this statement to have any material impact on our results of operation or financial position.

 ii) In December 2004, the FASB issued FAS No. 123 (revised 2004) (“FAS 123R”), “Share-Based Payment”, which is a revision of FAS
No. 123, “Accounting for Stock-based Compensation”. FAS 123R requires all share-based payments to employees, including grants of
employee stock options, to be recognized in the financial statements based on their fair values and does not allow the previously
permitted pro forma disclosure as an alternative to financial statement recognition. Liability classified awards are re-measured to fair
value at each balance sheet date until the award is settled. FAS 123R supersedes Accounting Principles Board (“APB”) Opinion No. 25
“Accounting for Stock Issued to Employees”, and related interpretations and amends FAS No. 95 “Statement of Cash Flows”. FAS 123R
is scheduled to be effective beginning fiscal 2006. On August 31, 2005, the FASB issued FSP FAS 123R-1 to defer the requirement that
a freestanding financial instrument originally subject to FAS 123R becomes subject to the recognition and measurement requirements of
other applicable generally accepted accounting principles when the rights conveyed by the instrument to the holder are no longer
dependent on the holder being an employee of the entity. On October 18, 2005, the FASB issued FSP FAS 123R-2 to provide further
guidance on the application of grant date as defined in FAS 123R. The Trust is currently assessing the impact of FAS 123R and related
FSPs on its consolidated financial statements.

 iii) In December 2004, the FASB issued Statement 153, Exchanges of Non-monetary Assets, an amendment of APB Opinion 29,
Accounting for Non-monetary Transactions. This amendment eliminates the exception for non-monetary exchanges of similar productive
assets and replaces it with a general exception for exchanges of non-monetary assets that do not have commercial substance. Under
Statement 153, if a non-monetary exchange of similar productive assets meets a commercial-substance criterion and fair value is
determinable, the transaction must be accounted for at fair value resulting in recognition of any gain or loss. This statement is effective
for non-monetary transactions in fiscal periods that begin after June 15, 2005. The adoption of this statement is not anticipated to have
any material impact on our results of operation or financial position.

iv) In May 2005, the FASB issued FAS No. 154 “Accounting Changes and Error Corrections - a replacement of APB Opinion No. 20 and
FAS Statement No. 3”. FAS 154 requires an entity to account for the adoption of a new accounting policy by applying the new principle
to prior accounting periods as if the principle had always been adopted, or “retrospective application”. Under existing GAAP, a new
principle is not applied to prior periods; rather, the cumulative effect of the change is recognized in earnings in the period of the change.
FAS 154 also carries forward without change the guidance from Opinion No. 20 for reporting the correction of an error in previously
issued financial statements and the accounting for changes in estimate. The provisions of FAS 154 will be effective for accounting
changes and corrections of errors made in fiscal years beginning after December 15, 2005.
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EXHIBIT 99.4

CONSENT OF INDEPENDENT REGISTERED CHARTERED ACCOUNTANTS

We consent to the use of our reports dated February 21, 2006 (which audit report expresses an unqualified opinion on the financial statements
and includes Comments by Independent Registered Chartered Accountants on Canada-United States of America Reporting Differences when
there has been a restatement of the financial statements as described in note 11 to the consolidated financial statements), appearing in the
Annual Report on Form 40-F of Vermilion Energy Trust for the year ended December 31, 2005.

(“Deloitte & Touche LLP”)

“Deloitte & Touche LLP”
Independent Registered Chartered Accountants
Calgary, Alberta, Canada

February 21, 2006
 



EXHIBIT 99.5

CONSENT OF INDEPENDENT ENGINEERS

We hereby consent to the use of and reference to our name and our reports, and the inclusion of information derived from our reports, evaluating
Vermilion Energy Trust's petroleum and natural gas reserves as at December 31, 2005, in this Annual Report on Form 40-F of Vermilion Energy
Trust.

Yours very truly,

 (“GLJ Petroleum Consultants Ltd.”)   

GLJ Petroleum Consultants Ltd.
4100, 400 - 3rd Avenue S.W.,
Calgary, Alberta, Canada T2P 4H2
(403) 266-9500 Fax (403) 262-1855

Dated: February 21, 2006
Calgary, Alberta
 



EXHIBIT 99.6

CERTIFICATION REQUIRED BY RULE 13a-14(a) OR RULE 15d-14(a)

I, Lorenzo Donadeo, President & Chief Executive Officer of Vermilion Energy Trust, certify that:
 
1. I have reviewed this annual report on Form 40-F of Vermilion Energy Trust;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the issuer as of, and for, the periods presented in this report;

4. The issuer's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the issuer and have:

 
 (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our

supervision, to ensure that material information relating to the issuer, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

 (b) Evaluated the effectiveness of the issuer's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;
and

 (c) Disclosed in this report any change in the issuer's internal control over financial reporting that occurred during the period covered by
the annual report that has materially affected, or is reasonably likely to materially affect, the issuer's internal control over financial
reporting; and

 
5. The issuer's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to

the issuer's auditors and the audit committee of the issuer's board of directors (or persons performing the equivalent functions):
 

 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the issuer's ability to record, process, summarize and report financial information; and

 
 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the issuer's internal

control over financial reporting.
 
  VERMILION ENERGY TRUST (the Registrant)  
    
Date: March 15, 2006  By: (“Lorenzo Donadeo”)  
  Lorenzo Donadeo  
  President and Chief Executive Officer  
 
 

 



 
 
CERTIFICATION REQUIRED BY RULE 13a-14(a) OR RULE 15d-14(a)

I, Curtis W. Hicks, Executive Vice President & Chief Financial Officer of Vermilion Energy Trust, certify that:
 
1. I have reviewed this annual report on Form 40-F of Vermilion Energy Trust;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the issuer as of, and for, the periods presented in this report;

4. The issuer's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the issuer and have:

 
 (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our

supervision, to ensure that material information relating to the issuer, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

 (b) Evaluated the effectiveness of the issuer's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;
and

 (c) Disclosed in this report any change in the issuer's internal control over financial reporting that occurred during the period covered by
the annual report that has materially affected, or is reasonably likely to materially affect, the issuer's internal control over financial
reporting; and

 
5. The issuer's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to

the issuer's auditors and the audit committee of the issuer's board of directors (or persons performing the equivalent functions):
 

 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the issuer's ability to record, process, summarize and report financial information; and

 
 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the issuer's internal

control over financial reporting.

  VERMILION ENERGY TRUST (the Registrant)  
    
Date: March 15, 2006  By:  (“Curtis W. Hicks”)  
  Curtis W. Hicks  
  Executive Vice President and Chief Financial Officer  
 



 
EXHIBIT 99.7

CERTIFICATION REQUIRED BY RULE 13a-14(b) OR RULE 15d-14(b) AND SECTION 1350 OF CHAPTER 63 OF TITLE 18 OF THE UNITED
STATES CODE

Vermilion Energy Trust (the "Company") is filing its annual report on Form 40-F for the fiscal year ended December 31, 2005 (the "Report") with
the United States Securities and Exchange Commission.

I, Lorenzo Donadeo, President & Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. section 1350, as enacted pursuant to
section 906 of the Sarbanes-Oxley Act of 2002, that:
 
1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

 
  VERMILION ENERGY TRUST (the Registrant)
   
Date: March 15, 2006  By: (“Lorenzo Donadeo”)
  Lorenzo Donadeo
  President and Chief Executive Officer
 



 
CERTIFICATION REQUIRED BY RULE 13a-14(b) OR RULE 15d-14(b) AND SECTION 1350 OF CHAPTER 63 OF TITLE 18 OF THE UNITED
STATES CODE

Vermilion Energy Trust (the "Company") is filing its annual report on Form 40-F for the fiscal year ended December 31, 2005 (the "Report") with
the United States Securities and Exchange Commission.

I, Curtis W. Hicks, Executive Vice President & Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. section 1350, as enacted
pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that:
 
1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

 
  VERMILION ENERGY TRUST (the Registrant)
   
Date: March 15, 2006  By:  (“Curtis W. Hicks”)
  Curtis W. Hicks
  Executive Vice President and Chief Financial Officer
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