FORM 51-101F3
REPORT OF MANAGEMENT AND DIRECTORS ON OIL AND GAS DISCLOSURE

Management of ODYSSEY PETROLEUM CORP. (the “Company”) is responsible 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:

@) () proved and proved plus probable oil and gas reserves estimated as at
December 31, 2005 using forecast prices and costs; and
(i) the related estimated future net revenue; and

(b) Q) proved oil and gas reserves estimated as at December 31, 2005 using constant
prices and costs; and
(i) the related estimated future net revenue.

An independent qualified reserves evaluator has evaluated the reserves data. The report of the
independent qualified reserves evaluator is presented below.

The Reserves Committee of the board of directors of the Company has:

€)) reviewed the procedures for providing information to the independent qualified reserves
evaluator;

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

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

The Reserves Committee of the board of directors of the Company has reviewed the 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 approved:

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

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

(© the content and filing of this report.

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

Dated as of this 15" day of December, 2006.

“Whitney Pansano” “Joe DeVries”

Whitney Pansano Joe DeVries,

President and director Chief Executive Officer and director
“Gilbert Talafuse” “Jurgen Wolf”

Gilbert Talafuse Jurgen Wolf

Director and Chairman of the Director and member of the

Reserves Committee Reserves Committee
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REPORT ON RESERVES DATA BY INDEPENDENT QUALIFIED RESERVES EVALUATORS

To the board of directors of ODYSSEY PETROLEUM CORP. (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:
@ (M proved and proved plus probable oil and gas reserves estimated as at
December 31, 2005 using forecast prices and costs; and
(i) the related estimated future net revenue; and
(b) (M proved oil and gas reserves estimated as at December 31, 2005 using constant
prices and costs; and
(i) the related estimated future net revenue.

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).

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 presented in
the COGE Handbook.

The following table sets forth the estimated future net revenue (before deduction of income taxes)
attributed to proved, probable, plus possible reserves, estimated using forecast prices and costs and
calculated using a discount rate of 10%, 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:

Net Present Value of Future Net Revenue
(before income taxes, 10%” discount rate)
Independent Qualified Description and Location of Reserves
Reserves Evaluator Preparation Date of (Country or Foreign
Evaluation Report Geographic Area Audited Evaluated Reviewed Total
Reserve and
Fletcher Lewis Economic Evaluation | Smith, Rankin, Jasper $978,976,044 $978,976,044
Engineering, Inc. Odyssey Petroleum and Scott Counties,
Corp. as of January 1, Mississippi,
2006, dated And Jefferson Davis
December 7, 2006 Parish, Louisiana
U.S.A.
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 judgments regarding future events, actual results will vary

and the variations may be material.

Executed as to our report referred to above:

FLETCHER LEWIS ENGINEERING, INC., this 14™ day of December, 2006.

“Fletcher Lewis”
Per: Fletcher Lewis, P.Eng.
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engineering, incC.

5001 N. PENNSYLVANIA, SUITE 300
PENN PARK OFFICE CENTER
OKLAHOMA CITY, OKLAHOMA 73112
(405) 840-5675

December 6, 2006

Odyssey Petroleum Corp.
595 Howe Street

Suite 303

Vancouver, BC V6C 2T5

RE: Reserve and Economic Report
Odyssey Petroleum Corp.
As of January 1, 2006

Gentlemen:

At .your request, we have prepared an evaluation of the oil and gas reserves
attributable to the interests of Odyssey Petroleum Corp. in the area of the
Barber Creek Field in Scott County, Mississippi, the lowa Field in Jefferson
Davis Parish, Louisiana, Pelahatchie Field in Rankin County, Mississippi,
Puckett Field in Smith and Rankin Counties, Mississippi and Verba Field in
Jasper County, Mississippi effective January 1, 20086. Odyssey Petroleum
Corp. is hereinafter referred to as the “Company”. It is understood that the
evaluation will be used to satisfy part of the Company’s public disclosure
requirements. :

In all material respects, the evaluation has been prepared in accordance with
National Instrument (NI) 51-101 and the standards set out in the Canadian Oil
and Gas Evaluation Handbook (‘the COGE Handbook”). The reserves
estimates and evaluation are functions of engineering judgment and
interpretation based on data available as the effective date of the report.
Although prepared utilizing conventional petroleum engineering procedures as
outlined in the COGE Handbook it should be noted that there are always

inherent risks in estimates of oil and gas reserves and values because few of

the factors involved are know with certainty. The evaluation should be

accepted with the understanding that events subsequent to the effective date.
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could necessitate revisions and no guarantee is given or implied that the
forecast production or cash flows presented in this report will be achieved.

The aggregate reserves and future net revenues reported are considered to be
compliant with the confidence levels required by NI 51-101. Extraction of
specific evaluations for an individual property or group of properties will not
necessarily reflect the same confidence levels as expressed in this report for
the aggregate. Any evaluation of any subset of these properties extracted
from this analysis should be reviewed and may require revisions in order to
remain compliant under NI 51-101.

Not withstanding the foregoing, this evaluation includes only twenty-seven
wells with production history as of January 1, 2006, the reviewer is cautioned
that the majority of the properties are classified as Proved Undeveloped,
Probable and Possible reserves. Although the aggregate reported reserves
for each category meet the required degree of certainty, however with only the
limited production from the various formations, | cannot provide assurance that
the individual reserves will meet the quantitative confidence level of 90% for
Proved reserves, 50% for Probable reserves or 10% for Possible reserves as
required under NI 51-101.

The following summaries present the evaluation of Odyssey Petroleum Corp.
as prepared by Fletcher Lewis Engineering, Inc. in accordance with National
Instrument 51-101, effective January 1, 20086. The present worth values of
the net production revenue are presented before income taxes. The values are
in U.S. dollars after deduction of all royalties, mineral taxes, operating costs
and estimated future capital. All properties were evaluated to the Odyssey
Petroleum Corp Working Interest which is 70% in the lowa Field, 82.5% in the
Puckett Field and 100% in the other evaluated fields. The Net Revenue
Interests are 49% in the lowa Field, 61.875% in Puckett Field and a 75% in the
majority of the wells in the remaining fields. The reserve summaries are as
follows:

CONSTANT PRICES AND EXPENSES

NET NET PRESENT VALUE OF NET PRODUCTION
NET OlL GAS DISCOUNTED
(BBLS) (MCF)
0% 5% 10% 15% 20%
PDP 369,604 566,604 18,469,359 14,620,41 12,130,503 10,403,954 9,141,998
PDN 166,838 135,471 9,114,791 6,644,268 5,034,840 3,039,711 3,166,031
BHP 146,192 248,542 8,008,573 6,486,146 5,473,965 4,744,206 4,188,528

PUD 20,150,510 41,083,012 1,399,564,554 838,201,041 542,688,470 373,122,535 268,711,253
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PROB 10,010,969 40,863,518
POSS 3773883 14,667,839
SUMMARY 34,617,996 97,564,986
NET OIL NET
(BBLS) GAS
(MCF)
PDP 336,031 558,306
PDN 163,640 133,884
BHP 135,580 242,096
PUD 20,150,510 41,083,012
PROB 0999783 40,863,518
POSS 3,772,788 14,667,839
SUMMARY 34,558,332 97,548,655

841,463,237 485,161,699 302,582,284 200,183,398 138,578,965
314,580,542 180,595,618 111,065,982 71,939,530 48,524,654
2,591,201,067  1,531,709,192 978,976,044 664,33,334 472,311,430
FORECAST PRICES AND ESCALATED EXPENSES
NET PRESENT VALUE OF NET PRODUCTION
DISCOUNTED
0% 5% 10% 15% 20%
12,635,414 10,530,770 9,003,574 8,053,290 7,265,518
6,210,022 4,603,881 3,539,553 2,805,120 2,280,053
5,805,127 4,890,082 4,247,912 3,766,253 3,387,832
952,209,491 565,578,558 362,513,722 246,432,529 175,299,190
545,312,432 310,329,313 190,516,674 123,856,265 84,152,771
205,508,681 117,814,298 72,173,570 46,512,616 31,200,518
1,727,681,168  1,013,746,901 642,085,004 431,426,055 303,585,883

The present worth values of the net production revenue are also presented
after income taxes. The values are in U.S. dollars after deduction of all
royalties, mineral taxes, operating costs and estimated future capital. All
properties were evaluated to the owned Working Interest and Net Revenue
Interest. A review of the net income for both the constant prices and
expenses case and for the forecast prices and escalated expenses case using

the U.S. tax rate schedule shows that the tax rate would be 34%. The after
tax summaries are as follows:
CONSTANT PRICES AND EXPENSES
NET AFTER INCOME TAX
NET OIL GAS NET PRESENT VALUE OF NET PRODUCTION
(BBLS) (MCF) DISCOUNTED
0% 5% 10% 15% 20%
PDP 369,604 566,604 12,189,120 9,650,824 8,010,553 6,873,450 6,042,364
166,838 135,471 6,015,705 4,384,740 3,321,786 2,598,248 2,086,943
PDN
146,192 248,542 5,285,670 4,279,068 3,612,151 3,131,205 2,764,512

BHP
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20,150,510 41,083,012 912,751,265 549,197,088 355,673,869 244,225,011 175,563,793
PUD
10,010,969 40,863,518 566,327,172 326,817,346 203,619,078 134,456,194 92,861,829
PROB
POSS 3,773,883 14,667,839 208,501,652 119,407,207 73,342,588 47,457,134 31,977,496
SUMMARY 34,617,996 97,564,986 1,711,070,585 1,013,736,272 647,580,025 438,741,242 311,296,937
NET OIL NET FORECAST PRICES AND ESCALATED EXPENSES
(BBLS) GAS AFTER INCOME TAX
(MCF) NET PRESENT VALUE OF NET PRODUCTION
DISCOUNTED
0% 5% 10% 15% 20%
PDP 336,031 558,306 8,339,336 6,953,320 6,007,367 5,322,783 4,804,445
PDN 163,640 133,884 4,098,509 3,037,958 2,334,735 1,849,248 1,502,059
BHP 135,580 242,006 3,831,384 3,227,903 2,804,103 2.485,916 2,235,647
PUD 20,150,510 41,083,012 628,458,265 375,383,835 240,414,913 162,959,141 115,507,167
PROB 9,999,783 40,863,518 359,906,217 204,854,314 125,614,273 81,500,315 55,233,930
POSS 3,772,788 14,667,839 136,090,254 77,950,832 47,694,596 30,694,492 20,559,686
SUMMARY 34,558,332 97,548,655 1,140,723,966 671,408,163 424 869,987 284,811,896 199,842,934

The Fair Market Value of a property is that price which a property may be
purchased by a knowledgeable purchaser and sold by a knowledgeable seller,
neither party under duress to sell or buy. The factors used to determine this
price contains many variables and will be dependant on the property, the
current market climate and the needs of the purchaser. None of the values
presented in this report are presented as the Fair Market Value of these
properties.

Following this report are the tables listing the Future Net Probable Reserves,
Future Net Probable Revenue and the 5%, 10%, 15% and 20% Discounted
Present Worth for the evaluated wells and their summary as of January 1,
2006. Also following this report are the reserve and economic projections and
their summary as well as summaries for the various productive reservoirs.
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RESERVE CATEGORIES

The reserves were assigned as Producing, Possible and Probable. Following
definitions and guidelines prepared by the Standing Committee on Reserves
Definitions of the CIM (Petroleum Society). There may be some variation on
the individual reserve entity but the aggregate of the reserves were multiple
entities should adhere to the required probabilities.

The reserves are estimated and anticipated to be recovered from known
accumulations from a given date forward. These are based on the analysis of
drilling, geological, geophysical and engineering data with the use of
established technology under specified economic conditions which are
generally accepted as being reasonable.

Proved reserves are those reserves that can be estimated with a high degree
of certainty to be recoverable. There is at least a 90% probability that the
quantities actually recovered will equal or exceed the estimated Proved
reserves.

Probable reserves are those additional reserves are less certain to be
recovered than Proved reserves. There is at least a 50% probability that the
quantity actually recovered will equal or exceed the sum of the estimated
Probable reserves.

Possible reserves are those additional reserves that are less certain to be
recovered than Probable reserves. There is at least 10% probability that the
quantity actually recovered will equal or exceed the sum of the estimated
Possible reserves.

GEOLOGY AND RESERVE DETERMINATION

BARBER CREEK FIELD

The Barber Creek Field is located in Section 18 and 19-T5N-R8E in Scott
County, Mississippi. This field was discovered in the Pan American USA
Rubie Bell 1 in 1964 from the Smackover completion. Subsequent
development of this field resulted in the drilling of seven additional wells of
which two were productive.
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The Barber Creek Field is located on the up-dip flank of the Mississippi Interior
Salt Basin. The Barber Creek structure is an elongated closure with the axis
trending in a northwest-southeast direction. The closure of the Smackover
formation was originally 300 feet with a down-dip water contact and a
permeability barrier along the north. The three remaining wells are producing
just up-dip of the current water contact.

Reserves were determined for the USA- Rubie Bell 1 and the USA 19 - 6 2
based on the historical producing rate and tempered by the volumetric
calculations of the remaining reservoir. The Tadlock 1 is currently non-
economic, this may be due to a bad cement job but may also be that this well
is so close to the current water contact that it will remain non-productive and
no additional workovers were scheduled for this well.

IOWA FIELD

The lowa Field is located in the northern portions of T9S-R6&7W, in Jefferson
Davis Parish, Louisiana, approximately twenty (20) miles east of Lake Charles
and two miles north of the town of lowa, Louisiana. This field was discovered
in 1949 by Pan American and developed Amoco, Shell and Chevron. Three-D
seismic has since been used to define the complex faulting of this area which
lies on the northern flank of a large salt dome.

Odyssey owns an interest in two wells, the Denison 1 & 2 located in Section 7-
T9S-R6W. The Denison 1 was originally productive at the beginning of 2006 in
the Frio T Sand with production through May 2006. In May, this well was re-
completed in the Frio O Sand with production history available through
September 2006. The actual Frio T Sand production was used for the Proved
Developed Producing reserves and the Frio O Sand was assigned Behind-Pipe
reserves as of January 2006, however reserves were determined for this zone
by assigning a 10% production decline to the August 2006 producing rate.

The Denison 2 is currently producing from the Frio Upper V Sand with
production history available through September 2006. Proved Developed
reserves were assigned the historical production decline of 13% using the
~ August 2006 producing rate to the wells economic limit. This well has an
excellent looking Behind-Pipe zone, the Frio Basal V Sand. Reserves were
volumetrically determined for this zone assigning an initial production rate of 1
MMCF per day with a production decline analogous to other completions in the
area. This Behind-Pipe zone was scheduled for January 2016. There is
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enough uncertainty to the drainage area of this sand, that reserves for this
Behind-Pipe zone was classified as Probable.

PELAHATCHIE FIELD

The Pelahatchie Field is located on a north northeast-south southwest trending
anticline that is approximately five miles long and sixteen square miles in area
located in T5N-R4&5E in Rankin County, in central Mississippi. This field was
first developed in the 1940’s and 1950’s based on early gravity and seismic
work in the area, with completions in the northern part of the structure in the
Lower Cretaceous sands. Deeper development to develop the Smackover
formation occurred in 1967 with the drilling of the Shell-Love W D Rhodes #1
which tested the Smackover and drilled deeper and penetrated and completed
in the Norphlet formation. This well was later offset by the Shell-Love
Mashburn #1 as a successful Norphlet completion and the Shell-Love King #1
which had production problems.

NORPHLET RESERVOIR

The Norphlet formation underlies the Pelahatchie field anticline and is located
in Sections 12, 13, 24 and 25-T5N-R4E and Sections 7, 18 and 19-T5N-R5E.
Five wells have currently penetrated this formation along the northeastern
portion of this anticline, however shallower development and at least four
seismic lines indicate that this field should have the larger areal extent just
mentioned. The Norphlet indicates a water contact at a subsea depth of -
16720 feet and only the upper portion of this anticline will be productive in the
Norphlet.

The first Norphlet producer is the Shell-Love Rhodes #1 located in the
southwest quarter Section 18-T5N-R5E. It was originally perforated from
17,152-17,160 with a test rate of 448 barrels per day and was later perforated
to 17200-17140 feet with a test rate of 1510 barrels per day. This well
produced until February 1973, having produced a cumulative of 595,343
barrels. The abandonment of this well was due to salt build-up due to the
extremely high saline content of the formation water (the Norphlet formation
occurs on top of a salt deposit).

The second well was the Shell-Love Mashburn 1 which was completed in 1968
in the south half of Section 7-T5N-R5E with an initial test rate of 810 barrels of
oil per day. This well produced a cumulative of 73,565 barrels and
experienced the same salt build-up problems as the Shell-Love Rhodes #1.
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Both Norphlet producers maintain a fairly consistent gas-oil ratio throughout
their productive lives indicating a water drive mechanism keeping the reservoir
pressure constant. The two wells showed a consistently increasing water-oil
ratio with no sudden increases as would be expected with coning or by
encountering a rising oil-water contact. The wells production would indicate
that even though the reservoir is affected by a water drive, the water produced
in the two wells was from the connate water within the productive Norphlet
interval.

Analysis of well logs and core samples indicate the Norphlet to be of fairly
uniform thickness (80 feet of porous sand) and porosity (20%). The Norphlet
exhibits a 20% water saturation above the subsea depth of -16668 feet, but
from -16668 to the oil-water contact of -16720 feet, the water saturation
increases with depth from 30% to 50%. This transition zone is where | believe
the water produced in the two wells originated.

The high permeability indicated in the Norphlet cores shows an ideal spacing
to be 160 acres. Using a formation volume factor of 1.2, a porosity of 20%, a
35% water saturation and a 35% recovery factor results in recoverable
reserves of 294.2 barrels per acre foot. With high permeabilities and a water
drive recovery mechanism, such reservoirs can often have recovery factors as
high as 50%; however with the salt build-up problems a more conservative 35%
recovery factor was used. Since this field was discovered, numerous
mechanical and chemical treatments have been developed to prevent the salt
build-up problems that were responsible for the premature abandonment of the
first two wells.

A more recent completion was attempted located to the north of the Shell-Love
Rhodes #1: this is the Harold Karges 18-3 #1. The well was completed in the
“Norphlet formation but has had mechanical problems and was involved in
litigation and has yet to produce. This well has a tested production rate of 50
barrels per day and was assigned a production rate of 50 barrels per day and
held constant for 7.5 years and then declined at an annual rate of 25% until its
economic limit was reached. This well has Proved Developed Non-producing
reserves of 191,153 barrels and 159,653 MCF.

Seventeen 160-acre units have been proposed that largely cover the proposed

productive Norphlet interval in this field. These 160-acre units are often
irregular shaped and are configured so as to cover the entire Norphlet and
their locations are shown in a map following this report. | have determined

the amount of acre-feet underlying each section and have calculated the
original underlying oil reserves for each tract (this is listed in the Norphlet
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Reserves Table) subtracted the Mashburn and Rhodes production from those
units near or underlying the well locations and the Harold Karges 18-3 #1
Estimated Ultimate Reserves from the Norphlet Unit #6.

Those wells drilled underlying the original productive wells or adjoining those
wells were assigned as Proved Undeveloped Reserves. | have also assigned
a portion of those wells located along the structural axis as Proved
Undeveloped. Those proposed locations farther away or structurally lower
were assigned as Probable reserves. The Norphlet Unit #10 which had the
Shell-Love King #1 (which tested the Norphlet but was non-productive) in its
unit and so was assigned 70% Proved Undeveloped (that portion structurally
higher) and 30% Probable while Tract 11 downdip of the King #1 was assigned
all Probable reserves.

The wells with the larger oil reserves were assigned a production decline
consisting of 500 barrels per day for ten years and then declined to produce
the remaining volumetrically calculated reserves. Those wells on the
perimeter of the field that had lower calculated reserves were assigned
proportionally lower initial rates but were scheduled in the same manner. All
of these wells are expected to have a 1000 GOR (GAS OIL RATIO); however it
is assumed it will take until at least January 2008 to bring in a gas pipeline.
The wells were estimated to be drilled every three months starting in July
2007, this schedule is shown in the Norphlet Reserves Table.

The Estimated Ultimate Reserves were developed with known volumetric
parameters, however the production may vary more from a well to well unit.
With a water drive it is possible that the edge wells will produce less than
projected and the structurally high wells will produce more. The Ilimited
production history of this field leaves the possibility that in some cases an
additional well may be drilled to recover these reserves. While the oil
recovery of these wells can justify an 80-acre pattern or less this would reduce
the return on investment.

SMACKOVER RESERVOIR

All of the Norphlet wells have encountered the Smackover gas in that the
Smackover overlies the Norphlet at a depth of approximately 16500 feet. It
was tested in the Shell-Love Mashburn #1 at 16450-16570 feet at a rate of 6.8
MMCF per day on a 12/64” choke and a 5300 psi flowing tubing pressure. The
Shell-Love King #1 also tested this formation at a depth of 16480-16540 feet.
Both wells had a gas analysis of 9.3% hydrogen sulfide, 65.8% carbon dioxide,
1.4% nitrogen and 23.4% methane.
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The presence of the hydrogen sulfide and carbon dioxide has deterred the
development of this formation however, carbon dioxide has recently become a
more profitable commodity for carbon dioxide flooding and a shortage currently
exists. There is currently a pipeline being developed by Denbury running
through this general area that should allow a processing of this gas. | am
assuming that the cost of processing this gas will equal the value of the carbon
dioxide and the hydrogen sulfide for the sulfur content leaving the 23%
methane to be sold at current market rates.

The Smackover net pay appears variable throughout the area but averages
approximately 50 feet of net pay. Using an initial bottom hole pressure of
12024 psia, an abandonment pressure of 2500 psia, a bottom hole temperature
of 315°F, a porosity of 10% and water saturation of 15% results in initial gas
reserves of 1073.7 MCF per acre foot. Reducing this amount to the 23%
methane yields initial methane reserves of 257.3 MCF per acre foot.

Approximately eleven sections contain significant Smackover underlying them.
The high permeability of the Smackover and analogous production in other
fields indicates that one well per section (640 acres) is appropriate. | have
assigned reservoir volume by the underlying reservoir area and 50 feet of net
pay with resulting reserves ranging from 2530 MMCF to 8070 MMCF; these
calculations are shown in the Smackover Reserves Table.

Those three sections immediately adjoining the wells testing the Smackover
were assigned Proved Undeveloped reserves. The five sections adjoining the
three Proved Undeveloped reserves were assigned Probable reserves. The
three Smackover sections furthest away and farthest to the south were
assigned Possible reserves.

Those wells with reserves of 8070 MMCF calculated reserves were assigned
initial rates of 2.5 MMCF per day (approximately 10 MMCF per day total gas
production) and were declined 10% annually to produce the calculated
reserves. Those wells with lesser reserves were assigned proportionately
lower rates but with the same production decline. These wells, in
combination with the Haynesville wells, were drilled at a rate of every six
months beginning January 2007. Note that no production was started before
July 2008.
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HAYNESVILLE RESERVOIR

The Haynesville formation, also known as the Buckner, is found at a depth of
approximately 15,800 feet. It has been found in all four deeper wells and was
tested in the Shell-Love King #1 with a test rate of approximately 1000 MCF
per day on a 7/64" choke. This gas tested 50% carbon dioxide and 50%
methane and as with the Smackover formation has had no market due to the
high carbon dioxide.

This formation averages 15 feet of net pay over a 2080 acre area, for a total of
31,200 acre feet. This reservoir is normally pressured with an initial bottom
hole pressure of 7614 psia, using an abandonment pressure of 1500 psia, a
bottom hole temperature 252°F, 9.5% porosity and 33% water saturation,
results in initial gas reserves of 764.4 MCF per acre foot. Using the 50%
methane, the initial methane reserves are 382.2 MCF per acre foot for a total
of 11,910 MMCF.

| have assigned 3970 MMCF reserves to three Haynesville wells proposed on a
6840 acre spacing in Sections 7, 18 and 24. Each well was scheduled to begin
production with an initial methane rate of 2 MMCF per day (4 MMCF per day
total gas) and declined at an annual rate of 16%. The reserves in Section 7
and 8 were assigned as Proved Undeveloped and the well in Section 24 was
assigned as Probable. The Haynesville 1-7, 1-18, 1-24 were scheduled to be
drilled in January 2008, July 2009 and January 2011. The Haynesville 1-7
production was not scheduled to begin until July 2008.

- COTTON VALLEY RESERVOIR

The Cotton Valley formation is present in the deeper drilled wells and found at
a depth ranging from 12800-15800 feet. This reservoir consists of numerous
Mississippian age sands which the well logs show should be productive. This
formation is prolific throughout the state, however was never tested in any of
the Pelahatchie well bores.

The well logs indicate up to 160 feet of net pay however, | have assigned six
proposed wells, two in Section 7 and four in Section 18 on 80 acre spacing
with an average net pay of 130 feet. | am assuming that this reservoir will be
oil with a 1.2 formation volume factor and porosity and water saturation as
exhibited in the well logs of 15% and 35%. Using a 25% recovery factor, the
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estimated recovery would be 157.6 barrels per acre foot and with 10,400 acre
feet reservoir volume per well, the Estimated Ultimate Reserves per well would
be 1,639,040 barrels.

These wells were scheduled to begin producing at a rate of 500 barrels per day
for five years and then declined to produce the remaining reserves in a ten
year period. The Cotton Valley 1-7, 1-18 and 2-18 are re-drills of the deeper
wells and were assigned as Probable reserves (the well logs show this
formation to be productive but since it has never been tested, it was not
assigned Proved Undeveloped reserves) and the remaining three wells were
assigned as Possible reserves. These wells were scheduled to be drilled every
six months starting October 2008.

The six proposed wells are at the northern end of this anticline. This is where
the deeper wells have been drilled and the Cotton Valley has been seen in the
well logs. With the development of the deeper Smackover, Norphlet and
Haynesville wells in the southern portion of this anticline it is likely that
additional Cotton Valley proposed locations will be justified.

LOWER CRETACEOUS RESERVOIR

The Lower Cretaceous has been developed in a series of shallower wells
(approximately 10,000-12,000 feet deep) and there are currently eight
remaining Proved Developed Producing wells. These wells have all
experienced restricted production in the last few months; this is due to the high
cost of propane used to operate the pumping units, however it is proposed that
gas from the currently shut-in Harold Karges 18-3 #1 be used to supply gas for
these pumps on the wells. Reserves were assigned to these wells by
assigning the producing rate prior to the problems with a 15% production
decline to each wells economic limit.

The Lower Cretaceous consists of four formations, the Paluxy with three
distinct sands (8800, 9200, 9300) the Rodessa with seven distinct sands
(10070, 10100, 10150, 10250, 10450, 10500, 10700), the Sligo with three
distinct sands (10800, 10850, 10900) and the Hosston with two distinct sands
(10950, 11300). These sands are all currently producing from or are Behind-
Pipe on existing or plugged well bores.

These sands are all oil producing with porosity ranging from 12%-15% and
water saturation ranging from 22%-40%. It is assumed that all formations will
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have a 1.2 formation volume factor and a 25% recovery factor with resulting oil
recoveries of 116.4 to 191.0 barrels per acre foot.

Reserves were assigned to each sand and production from the Proved
Developed Producing sands or plugged wells were subtracted. The remaining
reserves in each sand were assigned to Behind-Pipe well bores that exist or
re-drills (five) for wells that had existed but were either plugged or deemed
incapable of re-completion. The result was five sands that were re-drilled
and eleven sands in fifteen Behind-Pipe completions in current well bores after
the Proved Developed Producing sands had been depleted. The sands were
completed by formation with one to three sands commingled and these sands
were then depleted before additional Behind-Pipe zones were scheduled.

The Lower Cretaceous sands while present in the well bores do exhibit a high
degree of discontinuity and while the sands will be present in the well bores
there is some question as to the areal extent and for that reason these zones
have been classified as Probable as opposed to Proved Undeveloped reserves.

As was the Cotton Valley formation, these reserves were all assigned to the
northern portion of the anticline because this is where the current well bores
show the sands to exist. The deeper development of other formations on the
southern portion of the anticline should reveal additional Lower Cretaceous
sands and allow assighment of additional reserves.

PUCKETT FIELD

- The Puckett Field, discovered in the early 1960’s with the aid of early seismic
and gravity surveys, is located in Rankin and Smith Counties, Mississippi,
approximately 20 miles east of Jackson, Mississippi. This field is an east-
west trending anticlinal structure founded to both the north and south by east-
west trending faults. This field has multiple producing Cretaceous age sands
including the Mooringsport, Paluxy, Frederickburg, Washita and Tuscaloosa
formations.

This field has produced 9 MMBBLS and 8 BCF to date with reservoir drive
mechanisms that are a blend of solution gas, gas cap expansion and edge
water. This field has been inefficiently developed due to a combination of
competing operator positions, field rules and occasional lack of gas markets.
There have been many behind-pipe zones that have not been completed or due
to poor economic conditions at the time, inefficiently produced with remaining
reserves. This field has significant deeper and behind-pipe potential which
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will not be addressed or assigned reserves in this report. Only the Proved
Developed Producing reserves as of January 1, 2006 are evaluated in this
report.

As of the effective date of this report, there were ten wells producing, two of
which are non-economic. One additional well, the Burnham Et Al 14-9 1
ceased production in May 2006. Reserves were determine for each of these
wells by assigning the actual production history for January through July 2006
and then assigning each wells historical production decline to its average
producing rate as of July 2006 until each wells economic limit was reached.

It should be noted that the production of the oil wells was contingent on
receiving sufficient gas from the Burnett Et Al 14-9 1 which was the only well
currently producing any significant amount of gas. Production problems with
this well in late 2005 effected the sales in 2005, however production of the oil
wells in this field after the well ceased production indicates that this problem
was solved.

Reserve estimates are only as reliable as the amount and quality of data that
is available. The reserves assigned were developed with accepted engineering
and evaluation principles, and are believed to be reasonable; however, the
reserves should be accepted with the understanding that additional information
subsequent to the date of this report might require their revision. '

VERBA FIELD

The Verba Field is located in T3N-R11&12E, in Jasper County, Mississippi.
Odyssey currently owns the ten remaining well bores in this field that have not
been plugged and are located in Sections 13 & 14-T3N-R11E and Section 18-
T3N-R12E. This field is a faulted structure with multiple stacked oil pays and
the Lower Tuscaloosa, Washita-Fredericksburg, Rodessa, Paluxy, Mooringsport
and Hosston; each of these formations is comprised of multiple zones some of
which are field wide and others are isolated stray zones.

The four of the unplugged ten wells, as of January 2006 were Proved
Developed Producing. Reserves were assigned by including the actual
production through August 2006 and then assigning each wells historical
production decline to the August 2006 production until each wells economic
limit was reached.
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The Haden-Coit 1 was prematurely abandoned in January 2003 due to what
was then low oil prices and with current prices should be profitable and these
reserves have since been reopened although have not responded. These
reserves using the historical production declines and rates were assigned as
Proved Developed Non-producing. Two additional Mooringsport sands were re-
completed in October 2006, however these sands have behaved erratically and
| have assigned a reduced rate of 100 BBLS per month with a 12% production
decline with a designation of Behind-Pipe Possible due to the uncertain initial
response. '

The Lackey 18-14 1 was completed in October 2006 in the Behind-Pipe
Rodessa sands with the sustained rate in excess of 100 BBLS per day.
Reserves were determined by assigning a recovery factor of 150 BBLS per
acre foot (using a 15% porosity, 35% water saturation and 20% recovery
factor), twenty-three (23) feet of average net pay and a 20 acre drainage area
for Behind-Pipe reserves of 70,000 BBLS. These reserves are classified as
Behind-Pipe since the zone was not completed prior to January 2006 but may
be considered Proved reserves.

Numerous additional sands exist in both the six currently producing wells as
well as the remaining two wells, the Lackey 18-10 1 and Lackey 18-11 1.
Reserves were determined using the same 150 BBLS per acre foot and 20 acre
drainage area with the net pay exhibited in the well logs. The Behind-Pipe
reserves of the Lackey 18-10 1 were scheduled as Behind-Pipe Probable to
begin production in July 2007, the remaining Behind-Pipe zones (except the
Paluxy) were assigned Behind-Pipe Probable reserves and were scheduled for
January 2016. The Paluxy formations were also assighed volumetric
reserves in the same manner, but due to the higher sulphur content were never
commingled with other zones and were scheduled approximately 2026
(including the Lackey 18-11 1); these reserves were assigned as Behind-Pipe-
Possible.

ECONOMIC ANALYSIS

The oil price received in the Barber Creek Field for January 2006 was $55.05
per barrel, lowa Field received $61.60 per barrel, Pelahatchie Field received
$58.85 per barrel, Puckett Field received $54.25 per barrel, and the Verba
Field received $55.85 per barrel for the non-Paluxy formations and $52.85 per
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barrel for the Paluxy formation. These oil prices were used throughout the life
of this evaluation for the constant price and expense economic case.

Qil pricing for the forecast price and escalated expenses economic case was

used from the Bank of Oklahoma, January 2006 pricing schedule. | have used
the forecast as follows:

AVERAGE FORECAST OIL PRICES

YEAR

2006 The received January 2006 price

2007 The received January 2006 price + $0.68 per BBL

2008 The received January 2006 price - $16.63 per BBL
The prices for 2008 are continued through the life of the
evaluations

The gas price received in the lowa Field as of January 2006 was $10.08 per
MCF and the Pelahatchie Field received $9.58 per MCF. These gas prices
were used throughout the life of this evaluation for the constant price and
expense economic case.

There is currently no gas gathering system on the Pelahatachie field; however
Denbury is laying a CO2 line through the Pelahatchie Field. This gas line will
allow the separation and treatment of the carbon dioxide and hydrogen sulfide
from the Smackover and Haynesville formations. It is assumed that the sulfur
extraction and the carbon dioxide will pay for the cost of processing the gas
and the gas volumes have used the same gas price but with a reduced gas
stream based on the methane content from the individual formations. While
the drilling is projected to start in 2006, it is assumed that it will take several
years of development before these wells are hooked up and initial gas
production is scheduled to begin January 2008.

Gas pricing for the forecast price and escalated expenses economic case was

used from the Bank of Oklahoma, January 2006 pricing schedule. | have
used the forecast as follows:
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AVERAGE FORECAST GAS PRICES

YEAR
2006 The received January 2006 price
2007 97% of the received January 2006 price

2008 Jan/Sept | 90% of the received January 2006 price

2008 Oct-Dec 64.5% of the received January 2006 price

The prices for 2008 Oct-Dec are continued through the
life of the evaluations

The average operating expenses of the individual wells of the Pelahatchie
Field is approximately $2,000.00 per month for the Lower Cretaceous
formations, $4,000.00 per month for the Cotton Valley and Norphlet formations,
$3,000.00 per month for the Haynesville formation and $5,000.00 per month
for the Smackover formation. The operating expenses for the Barber Creek
and Puckett Fields are $2500.00 per month. The operating expenses of the
lowa Field are $1800.00 per month. The operating expense for the majority of
the Verba Filed wells are $2500 per month, however two of these wells have
down hole pump rentals of $5000.00 per month, increasing the cost of these
two wells to $7500.00 per month. These operating expenses were held
constant for the life of these evaluations in the constant economic case. The
same operating expenses were used initially in the forecast pricing and
escalated operating expenses economic case for 2006, but were then
escalated at an annual rate of 3% until 2013 at which time expenses were then
held constant, this escalation rate is from the same survey used for the
forecast oil and gas prices.

The estimated costs in the Pelahatchie Field to drill and complete a Norphlet,
Haynesville or Smackover producer is $4,000,000.00, a Cotton Valley producer
is $1,500,000.00 and a Lower Cretaceous is $750,000.00. These are gross
costs derived from AFE’s in the area and discussions with the operator in the
field. The costs of completing the Behind-Pipe Lower Cretaceous zones were
assumed to be $50,000.00 per sand with the result that the completion costs of
the individual Lower Cretaceous formations will be either $50,000, $100,000 or
$150,000. The costs of recompleting the Verba Field Behind-Pipe zones are
$50,000.00 per completion, however if more than one interval was completed
or commingled, the cost of $75,000.00 was used. The cost of completing the
Behind-Pipe zone in the lowa Field is $75,000.00. These re-completion costs
were scheduled to begin after the prior deeper producing formation was
depleted.
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These drilling and re-completion costs were used to determine the forecast
investments using the same timing but escalating at an annual rate of 3.0%
until 2013 at which time expenses were held constant. This escalation rate is
from the same survey used for the forecast oil and gas prices.

The costs of plugging and cleaning the locations of the wells in this area are
usually less than that salvage value which usually comprises approximately
one-third to one-half of the casing string, the tubing and the wellhead
equipment (oil tanks are usually of little salvage value). | have, for purposes
of these economics, assumed abandonment costs to be $10,000.00 over the
salvage costs for all wells except the Smackover which assumed $25,000.00
and these abandonment costs were applied at the end of each well’s economic
life. | have assumed the Smackover producers will have higher plugging costs
due to the hydrogen sulfide that these wells produce.

Applicable oil and gas Severance Taxes have been considered in the economic
evaluations. These taxes were from the individual state formulas but were
confirmed from the available oil & gas remittances. No consideration has
been given to depreciation. No company overhead or administration costs
are included other than those directly charged to a well.

Reserve estimates are only as reliable as the amount and quality of data that
is available. The reserves assigned were developed with accepted engineering
and evaluation principles, and are believed to be reasonable; however, the
reserves should be accepted with the understanding that additional information
subsequent to the date of this report might require their revision. '

JACK AND PALO PINTO COUNTIES, TEXAS

During 2003 and prior years, Odyssey Petroleum entered into a series of
acquisition, participation and assignment agreements resulting in the acquisition
of Working Interests in wells in adjacent leases in approximately 1000 net acres in
Jack and Palo Pinto Counties, Texas. |In March 2004, Odyssey sold its interest
in three wells with net proceeds offsetting the carried costs of the oil and gas
properties. The net acreage was further reduced in 2005 by 356.8 net acres.
Effective January 1, 2006, Odyssey owned approximately 258 net acres in this
prospect.
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GENERAL

In evaluating the information available for this appraisal only the engineering
data was evaluated with no potential legal or accounting considerations. The
conclusions expressed were derived using accepted and sound engineering
methods; however, inherent uncertainties in interpretations of engineering data
do exist and the conclusions represent only informed professional judgment.

The basic data and computations are not in this report, but are available for
inspection and study by authorized parties. Should any additional information
be required, please do not hesitate to call.

Sincerely,

—
Fletcher Lewis, P.E.

Md/md/2006/0d/Pelahatchie 12-2006
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