UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

TRILOGY ENERGY TRUST
Interim Consolidated Balance Sheets (Unaudited)

(In thousand dollars)

June 30, December 31,
2008 2007
ASSETS
Current Assets
Accounts receivable (notes 10, 11 and 13) $ 71,755 $ 51,603
Prepaid expenses 3,332 656
75,087 52,259
Property, plant and equipment (note 4) 747,064 721,756
Future income taxes (note 14) 14,257 13,705
Goodwill 140,471 140,471
$ 976,879 $ 928,191
LIABILITIES AND UNITHOLDERS’ EQUITY
Current liabilities
Accounts payable and accrued liabilities (notes 10, 11 and 13) $ 61,344 $ 59,500
Distributions payable (notes 8, 10, 11 and 13) 9,621 6,623
Financial instruments (notes 10 and 11) 74,462 6,963
Unit-based compensation liability (notes 9, 10 and 11) 10,517 3,092
155,944 76,178
Long-term debt (notes 5, 10 and 11) 341,298 326,496
Asset retirement obligations (note 6) 60,451 60,752
Future income taxes (note 14) 86,279 82,760
488,028 470,008
Unitholders’ equity
Unitholders’ capital (note 7) 717,759 704,100
Contributed surplus (note 9) 6,841 5,558
Accumulated deficit after distributions (391,693) (327,653)
332,907 382,005
$ 976,879 $ 928,191

Commitments and contingencies (notes 6, 10, and 11)

See accompanying notes to interim consolidated financial statements.
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TRILOGY ENERGY TRUST

Interim Consolidated Statements of Loss and Other Comprehensive Income (Unaudited)
(In thousand dollars except as otherwise indicated)

Three Months Ended June 30

Six Months Ended June 30

2008 2007 2008 2007
Revenue
Petroleum and natural gas sales $ 141,749 $ 111,050 $ 252,081 $ 222,557
Realized gain (loss) on financial instruments (14,973) 514 (17,239) 17,755
(note 11)
Unrealized loss on financial instruments (51,908) (661) (67,499) (19,796)
(note 11)
Royalties (28,696) (22,477) (51,712) (47,403)
Other 3,872 (823) 4,361 (867)
50,044 87,603 119,992 172,246
Expenses
Operating 20,738 23,458 40,601 46,160
Transportation 3,968 4,194 7,189 8,436
General and administrative (notes 9 and 13) 8,416 4,768 15,516 9,017
Exploration expenditures (note 4) 638 1,057 3,135 4,347
Gain oh disposition of property, plant and (370) (1,046) (528) (1,046)
equipment
Accretion on asset retirement obligations 1,278 1.161 2,654 2341
(note 6)
Depletion and depreciation (note 4) 30,757 29,680 58,306 62,608
Interest and financing charges 3,869 5,597 8,226 12,298
69,294 68,869 135,099 144,161
Earnings (loss) before taxes (19,250) 18,734 (15,107) 28,085
Future income taxes (note 14) (276) 80,861 2,967 80,861
Net loss / Total comprehensive loss $ (18,974) $ (62,127) $ (18,074) $ (52,776)
Loss per Trust Unit (in full amounts)
— Basic $ (0.20) $ 0.67) $ 0.19) $ (0.57)
— Diluted $ (0.20) $ 0.67) $ 0.19) $ (0.57)
Weighted average Trust Units outstanding (in
thousands)
— Basic 95,914 92,567 95,578 92,567
— Diluted 96,397 92,567 95,578 92,567

See accompanying notes to interim consolidated financial statements.
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TRILOGY ENERGY TRUST
Interim Consolidated Statements of Unitholders’ Equity (Unaudited)

(In thousand dollars except Trust Unit information)

Six Months Ended June 30, 2008
Distributions Unit/Stock

Opening DRIP Declared Option Closing
Balance Net Loss (Note 7) (Note 8) Recognition Balance
No. of Trust Units 94,608,704 — 1,601,457 — — 96,210,161
Unitholders $ 704100 $ — 3 13,659 $ — % — $ 717,759
capital (note 7)
Accumulated 193,629 (18,074) _ — _ 175,555
earnings
Accumulated
distributions (521,282) - - (45,966) — (567,248)
Accumulated
other . i . i . .
comprehensive
income
Subtotal (327,653) (18,074) — (45,966) — (391,693)
Contributed 5,558 — — — 1,283 6,841
surplus (note 9)
Toet(illil:;ltholders $ 382005 $ (18,074) $ 13,659 $ (45,966) $ 1,283 $ 332,907
Six Months Ended June 30, 2007
Other Unit/Stock
Opening Comprehensive Distributions Option Closing
Balance Net Loss Inomce Declared Recognition Balance
No. of Trust Units 92,566,681 — — — — 92,566,681
Unitholders $ 689816 $ — s — 3 — 3 — § 689816
capital (note 7)
Accumulated 243,379 (52,776) — — — 190,603
earnings
Accumulated
distributions (415,441) — — (55,540) — (470,981)
Accumulated
other . . . . . .
comprehensive
income
Subtotal (172,062) (52,776) (55,540) (280,378
Contributed 3,100 — — — 1,263 4,363
surplus (note 9)
Total unitholders’ ¢ oon 064 ¢ (52776) $ — $ (55540) $ 1263 $ 413,801

equity

See accompanying notes to interim consolidated financial statements.
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TRILOGY ENERGY TRUST
Interim Consolidated Statements of Cash Flows (Unaudited)

(In thousand dollars)

Three Months Ended June 30 Six Months Ended June 30
2008 2007 2008 2007
Operating activities
Net loss $ (18,974) $ 62,127) % (18,074) % (52,776)
Add (deduct) non-cash and other items:
Depletion and depreciation 30,757 29,680 58,306 62,608
Gain on.dlsposmon of property, plant and (370) (1,046) (528) (1,046)
equipment
Exploration expenditures 638 646 3,135 3,736
Asset retirement obligation expenditures
(note 6) (1,127) (301) (2,950) (649)
Accretion on asset retirement obligations 1,278 1.161 2,654 2,341
(note 6)
Future income tax expense (recovery) 276) 80,861 2,967 80,861
(note 14)
Non-cash general and administrative 4,376 623 8,710 733
expense (note 9)
Unrealized loss on financial instruments 51,908 661 67,499 19,796
(note 10)
68,210 50,158 121,719 115,604
Net changes in operating working capital (12,251) (404) (18,331) 1,711
Cash flow from operating activities 55,959 49,754 103,388 117,315
Financing activities
Credit facilities — draws 130,213 125,055 173,059 228,607
Credit facilities — repayments (112,442) (192,399) (157,303) (289,887)
Distributions to unitholders (note 8) (16,633) (27,770) (29,309) (61,094)
Cash flow provided by (used in) financing
activities 1,138 (95,114) (13,553) (122,374)
Investing activities
Property, plant and equipment expenditures (14,036) (6,106) (65,860) (61,076)
Property acquisitions (20,935) — (20,935) —
Proceed; on disposition of property, plant and 412 73,972 570 73.972
equipment
Net change in investing working capital (22,538) (22,506) (3,610) (7,837)
Cash flow provided by (used in) investing
activities (57,097) 45,360 (89,835) 5,059
Net change in cash / cash, end of period $ — $ — $ = $ —
Cash interest and financing charges paid $ 3,743 $ 5,504 $ 9,180 $ 12,156

See accompanying notes to interim consolidated financial statements.
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TRILOGY ENERGY TRUST

Notes to Interim Consolidated Financial Statements (Unaudited)

June 30, 2008

(Tabular amounts expressed in thousand dollars except as otherwise indicated)

1. GENERAL

Trlogy Energy Trust (“Trilogy” or the “Trust”) is an open-ended unincorporated investment trust
governed by the laws of the Province of Alberta and created pursuant to its Trust Indenture dated
February 25, 2005, as amended and restated from time to time. The Trust is managed by Trilogy
Energy Ltd., the administrator of the Trust. The beneficiaries of the Trust are the holders of Trust Units
(the “Unitholders”).

The interim consolidated financial statements of Trlogy have been prepared in accordance with
Canadian generally accepted accounting principles (“GAAP”) and are expressed in Canadian
Dollars.

2. SIGNIFICANT ACCOUNTING POLICIES

The unaudited interim consolidated financial statements of the Trust follow the same accounting
policies and basis of presentation as the audited consolidated financial statements as at and for
the year ended December 31, 2007 (the “Audited Financial Statements”), except as disclosed in
note 3. These interim financial statement note disclosures do not include all of those required by
Canadian GAAP applicable for annual financial statements. Accordingly, these interim
consolidated financial statements should be read in conjunction with the Audited Financial
Statements.

Trlogy’s consolidated financial statements include the accounts of the Trust and its wholly-owned
subsidiaries. The timely preparation of these interim consolidated financial statements in conformity
with Canadian GAAP requires that management make estimates and assumptions and use
judgment that affect the reported amounts of assets and liabilities, and the disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period, including those relating to the accounting for petroleum
and natural gas properties, estimates of reserves, impairment of petroleum and natural gas
properties, asset retirement obligations, unit-based compensation and future income tax. Such
estimates primarily relate to unsettled transactions and events as of the date of the interim
consolidated financial statements. Actual results could differ materially from those estimates.

3. CHANGES IN ACCOUNTING POLICIES

On January 1, 2008, Trilogy adopted the recommendations of the Canadian Institute of Chartered
Accountants Handbook Sections 3862 (Financial Instruments - Disclosures), 3863 (Financial
Instruments — Presentation) and 1535 (Capital Disclosures). The adoption of these hew accounting
standards did not impact the amounts reported in the Trust’s financial statements but it required the
Trust to provide additional disclosures relating to financial instruments (note 10) and the Trust’s
capital (note 12).
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TRILOGY ENERGY TRUST

Notes to Interim Consolidated Financial Statements (Unaudited)

June 30, 2008

(Tabular amounts expressed in thousand dollars except as otherwise indicated)

4. PROPERTY, PLANT AND EQUIPMENT

June 30, 2008 December 31, 2007

Accumulated Accumulated

Depletion and Net Book Depletion and  Net Book
Cost Depreciation Value Cost Depreciation Value
Petroleum and natural

gas properties 1,415,112 (674,252) 740,860 1,334,534 (619,817) 714,717
Other 8,894 (2,690) 6,204 8,959 (1,920) 7,039
1,424,006 (676,942) 747,064 1,343,493 (621,737) 721,756

Capital costs associated with non-producing petroleum and natural gas properties totaling
approximately $120.1 milion as at June 30, 2008 (December 31, 2007 - $125.6 milion) were not
subject to depletion. No interest costs were capitalized for the three and six months ended June 30,
2008 and 2007.

The costs of exploratory dry holes amounted to $0.3 million and $2.9 million for the three and six
months ended June 30, 2008, respectively (nil and $2.6 million for the three and six months ended
June 30, 2007, respectively) and were written off having been included in exploration expenditures.

5. LONG-TERM DEBT

June 30, December 31,
2008 2007
Revolving credit and working capital facility 342,411 326,655
Less unamortized discount (1,113) (159)
Carrying value of long-term debt 341,298 326,496
Weighted average interest rate for the period/year 4.86% 5.62%

The Trust has a $343 million revolving credit facility and a $35 million working capital facility with a
syndicate of Canadian banks. Borrowing under the facility bears interest at the lenders’ prime rate,
bankers’ acceptance rate or LIBOR, plus an applicable margin dependent on certain conditions.
The facilities are available on a revolving basis for a period of at least 364 days and can be
extended a further 364 days upon request. The revolving phase of this credit facility expires on
March 27, 2009, if not extended. In the event the revolving period is not extended, the revolving
facility would be available for a one year term on a non-revolving basis, at the end of which time
amounts drawn down under the facility would be due and payable. The working capital facility
would continue on a revolving basis for a one year term. Advances drawn on the Trust’s facility are
secured by a fixed and floating charge debenture over the assets of the Trust. The $378 million
borrowing base is subject to semi-annual review by the banks.

The Trust has undrawn letters of credit totaling $8.8 million as at June 30, 2008. These letters of credit
reduce the amount available for draw under the Trust’s working capital facility.
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TRILOGY ENERGY TRUST

Notes to Interim Consolidated Financial Statements (Unaudited)

June 30, 2008

(Tabular amounts expressed in thousand dollars except as otherwise indicated)

Commodity Price Risk

Inherent to Trilogy’s business of producing petroleum and natural gas is the commodity price risk
where fluctuations in the market price of natural gas (and oil to a lesser extent) could significantly
impact the Trust’s ability to generate cash flow from operations. As numerous items, including but
not limited to the amounts of distributions to Unitholders, capital expenditures and debt repayments
or draw-downs, are dependent upon the level of cash flow generated from operations, the
fluctuation in petroleum and natural gas prices (in addition to normal operational and external risks)
impacts Trilogy’s liquidity.

To protect cash flow against commodity price volatility, Trlogy uses from time to time forward
commodity price contracts that require financial settlement between counterparties. This financial
instruments program is generally for periods of up to one year and would not exceed 50 percent of
Trlogy’s annual production (see note 11 for details of outstanding financial instruments as at June
30, 2008).

Interest Rate Risk

As described in note 5, Trilogy’s credit facilities are subject to floating interest at the lenders’ prime
rate, bankers’ acceptance rate or LIBOR, plus an applicable margin. The interest rate margin is
determined by the lenders based on their periodic review of the Trust’s results and is generally
dependent upon Trilogy’s debt to cash flow ratio, which may also be impacted by commodity
price risk.

The draw-downs from Trilogy’s credit facilities are generally in the form of bankers’ acceptances
with fixed terms ranging from 10 to 180 days which are then rolled-over if not repaid on their due
dates. Trilogy may enter into interest rate swap contracts to mitigate the impact of interest rate
fluctuations. There are no interest rate swap contracts outstanding as at June 30, 2008.

Foreign Exchange Risk

Foreign exchange rate exposure may impact the Trust mainly due to the outstanding U.S. Dollar
denominated financial instrument contracts mentioned in note 11, in addition to normal conversions
of U.S. Dollar denominated revenues into Canadian Dollar. Approximately 13 percent of Trilogy’s
petroleum and natural gas sales for the six months ended June 30, 2008 was denominated in U.S.
Dollar. Trlogy may enter into foreign currency contracts to mitigate the impact of foreign
exchange rate exposure. There are no outstanding fixed forward currency contracts as at June 30,
2008.
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TRILOGY ENERGY TRUST

Notes to Interim Consolidated Financial Statements (Unaudited)

June 30, 2008

(Tabular amounts expressed in thousand dollars except as otherwise indicated)

Market Risk Sensitivity Analysis

A sensitivity analysis showing how net earnings for the six months ended June 30, 2008 would have
been affected by changes in commodity prices, and interest and exchange rates is set out below.

Estimated Effect on

Risk Variations Net Earnings®
Natural gas price change of $0.10/Mcf 1,079
Oil and natural gas liquids price change of U.S.$1.00/Bbl 458
US Dollar to Canadian Dollar exchange rate fluctuation of $0.01 228
Average interest rate change of 1 percent 839

@ The effect of each risk variation is mutually exclusive.
In deriving the above analysis, specific exposures to each risk were quantified upon which the risk
variations were applied. The historical information for the six months ended June 30, 2008, which
were used as key inputs in the sensitivity analysis above, are as follows:

Average production:

Natural gas 97 MMcf/d

Crude oil and natural gas liquids 4,609 Bbl/d
Average royalty as a percentage of sales 20 percent
Average exchange rate (U.S.$/Cdn$) Cdn$1.01/U.5.$1.00
Weighted average interest rate on indebtedness 4.86 percent per annum
Income tax Nil
Forward pricing of outstanding financial contracts As at June 30, 2008

11. FINANCIAL INSTRUMENTS
Carrying Values

Set out below are the carrying amounts by category of Trilogy’s financial assets and liabilities that
are reflected in the financial statements.

June 30, December 31,
2008 2007

Financial assets
Receivables® 71,755 51,603
Financial liabilities
Non-trading liabilities® @ (81,482) (69,215)
Financial instruments held-for-trading® (74,462) (6,963)
Indebtedness® (341,298) (326,496)

@ Carried at cost which approximates the fair value of the assets or liabilities due to the short-term nature of the accounts.

@ Consists of accounts payable and accrued liabilities, distributions payable and unit-based compensation liability.

® Carried at the estimated fair value of the related financial instruments based on third party quotations. See Forward
Contracts below.

“)  Carried at amortized cost.

32



TRILOGY ENERGY TRUST

Notes to Interim Consolidated Financial Statements (Unaudited)

June 30, 2008

(Tabular amounts expressed in thousand dollars except as otherwise indicated)

12.

Forward Contracts

At June 30, 2008, the Trust had the following outstanding financial forward commodity sales
contracts:

Description Quantity Price Remaining Term

WTI Fixed Price 2,000 Bbl/d U.S.$90.40/BBI July 2008 — December 2008

WTI Fixed Price 1,000 Bbl/d U.S.$133.75/BBI January 2009 — December 2009

NYMEX Fixed Price 50,000 MMBtu/d U.S.$8.99/MMBtu July 2008 — October 2008

NYMEX Fixed Price 20,000 MMBtu/d U.S.$10.02/MMBtu November 2008 — March 2009

NYMEX Collar 10,000 MMBtu/d Flo?r ~US:3950 April 2009 - October 2009
Ceiling - U.5.$13.00

AECO Fixed Price 30,000 GJ/d $9.50/GJ November 2008 — March 2009

The Trust classified these financial instruments as held-for-trading and therefore has recognized the
fair value of such financial instruments on the balance sheet. The estimated fair values of these
financial instruments are based on quoted prices or, in their absence, third-party market indicators
and forecasts.

The changes in the fair value associated with the above financial contracts are recorded as an
unrealized gain or loss on financial instruments in the statement of earnings. Gains or losses arising
from monthly settlements with counterparties are recognized as a realized gain or loss in the
statement of earnings.

CAPITAL DISCLOSURE

The Trust’s capital structure currently consists of (a) revolving long-term debt pursuant to a credit
facility, (b) working capital facility pursuant to a credit facility, (c) letters of credit issued as financial
security to third parties, and (d) unitholders’ equity.

The objectives in managing the capital structure are to:
o utilize an appropriate amount of leverage to maximize return on unitholders’ equity; and

e provide for borrowing capacity and financial flexibility to maintain the petroleum and natural
gas reserve base by replacing production at competitive finding and development costs.

Management and the Board of Directors review and assess the Trust’s capital structure and
distribution policy at each regularly scheduled board meeting. The financial strategy may be
adjusted based on the current outlook of the underlying business, the capital required to fund the
reserves program and the state of the debt and equity capital markets. In order to maintain or
adjust the capital structure, the Trust may (1) issue new Trust Units, (2) issue new debt securities, (3)
amend, revise, renew or extend the terms of the existing long-term debt and working capital
facilities, (4) enter into new agreements establishing new credit facilities, (5) adjust the amount of
distributions to unitholders, (6) reduce capital spending, and/or (7) sell non-core and/or non-
strategic assets.
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TRILOGY ENERGY TRUST

Notes to Interim Consolidated Financial Statements (Unaudited)

June 30, 2008

(Tabular amounts expressed in thousand dollars except as otherwise indicated)

A comparison of Trilogy’s debt structure against the committed amount on existing credit facilities is

as follows:

June 30, December 31,

2008 2007

Committed amount that can be drawn from credit facilities 378,000 370,000
Outstanding undrawn letters of credit (8,780) (8,232)
Amount that can be drawn after letters of credit 369,220 361,768
Long-term debt (341,298) (326,496)
Net current liabilities (working capital) (80,857) (23,919)
Net debt® (422,155) (350,415)
Add back mark-to-market valuation of financial instruments 74,462 6,963
Adjusted net debt® (347,693) (343,452)
Remaining available credit 21,527 18,316

@ Net debt and adjusted net debt as calculated above are not standard terms/measures used by others.

The increase in adjusted net debt from $343.5 milion at December 31, 2007 to $347.7 million at June
30, 2008 is attributable primarily to an asset acquisition and the increase in the value of unit-based
compensation liability as a result of the appreciation in Trilogy’s Trust Unit market prices.

13. RELATED PARTY TRANSACTIONS

Trilogy had the following transactions with Paramount, a Unitholder of the Trust.

Pursuant to a Services Agreement dated April 1, 2005, a Paramount subsidiary provides
administrative and operating services to the Trust and its subsidiaries to assist a Trust subsidiary in
carrying out its duties and obligations as general partner of Trlogy’s main operating entity and
as the administrator of the Trust and its holding trust. Under this agreement, Paramount is
reimbursed at cost for all expenses it incurs in providing the services to the Trust and its
subsidiaries. The agreement is in effect until March 31, 2009 however may be terminated by
either party with at least six months written notice. The amount of expenses billed and accrued
as management fees under this agreement was $0.1 million and $0.2 milion for the three and six
months ended June 30, 2008, respectively ($0.3 milion and $0.6 million for the three and six
months ended June 30, 2007, respectively). This amount is included as part of the general and
administrative expenses in the Trust’s consolidated statement of earnings.

The Trust and Paramount also had transactions with each other arising from the normal course of
business. These transactions were recorded at exchange amounts.

The amounts due from (to) Paramount as at the balance sheet dates are as follows:

June 30, 2008 December 31, 2007
Presented in the Normal Services Normal Services Trust
Balance Sheet as Business Agreement  Distribution Business Agreement  Distribution
Accounts receivable 1,216 — 441 — —
Accounts payable and
accrued liabilities (151) (60) (3,220) (60) —
Distributions payable — — — — (1,168)
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TRILOGY ENERGY TRUST

Notes to Interim Consolidated Financial Statements (Unaudited)
June 30, 2008
(Tabular amounts expressed in thousand dollars except as otherwise indicated)

14. INCOME TAXES

The nature and tax effect of temporary differences that give rise to estimated future income tax
assets and liabilities are as follows:

June 30, December 31,
2008 2007

Differences between the book and tax basis of the following
accounts which are expected to reverse commencing January 1,
2011:

Property, plant and equipment (94,336) (90,436)

Asset retirement obligation 16,060 16,096
Loss carryforwards and other 6,254 5,285
Net estimated future income tax liability (72,022) (69,055)

Future changes in tax rates and technical interpretations of tax legislations could materially affect
management’s estimate of the Trust’s future income tax liability. The amount and timing of reversals
of temporary differences will be dependent upon, among other things, the Trust’s future operating
results, acquisitions and dispositions of assets and liabilities, and its distribution policy. A change in
the assumptions used on the preceding items could materially affect the Trust’s estimated future
income tax liability.
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