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The Fund announced a

38%  increase in the

October 2002 cash distribution

reflecting solid drilling results

at Medicine Hat and

Vermilion and strengthening

commodity prices.

Advantage Energy Income Fund was formed on May 23, 2001 through the
reorganization of Search Energy Corp. The Fund’s primary objective is to
provide investors with a low risk investment in the oil and gas industry,
while generating superior returns compared with investment alternatives.
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FINANCIAL AND OPERATING HIGHLIGHTS
(thousands of dollars except per Unit amounts)

Three Three Nine For the period
months ended months ended months ended May 24, 2001 to
Sept. 30, 2002 Sept. 30, 2001 Sept. 30, 2002 Sept. 30, 2001

Financial
Oil & natural gas revenue $ 21,449 $ 16,362 $ 62,548 $ 23,796

Cash flow from operations $ 10,600 $ 8,527 $ 32,180 $ 12,892
per Unit $ 0.39 $ 0.66 $ 1.19 $ 1.00

Net income $ 5,357 $ 3,655 $ 9,285 $ 5,617
per basic and diluted Unit $ 0.20 $ 0.28 $ 0.34 $ 0.44

Cash distributions $ 10,569 $ 9,241 $ 32,249 $ 12,834
per Unit $ 0.39 $ 0.72 $ 1.19 $ 1.00

Percentage of cash flow distributed 100% 108% 100% 100%

Capital expenditures
Property & equipment $ 15,165 $ 3,271 $ 36,026 $ 3,442
Gascan acquisition $ 64 $ - $ 70,668 -
Due West acquisition $ - $ 60,027 $ - $ 60,027
Property acquisition $ - $ - $ 3,800 -

Bank debt $104,700 $ 88,567 $104,700 $ 88,567

Units outstanding (millions) 27.1 12.8 27.1 12.8

Operating

Production

Natural gas (mcf/d) 48,259 24,330 43,813 23,561
Light oil and NGLs (bbls/d) 2,140 1,877 2,166 1,727
Heavy oil (bbls/d) 489 1,193 733 1,235
boe (6:1) 10,672 7,125 10,201 6,889

Average prices (including hedging)
Natural gas ($/mcf) $ 3.01 $ 3.29 $ 3.19 $ 3.83
Light oil & NGLs ($/bbl) $ 34.89 $ 34.91 $ 32.52 $ 35.36
Heavy oil ($/bbl) $ 27.06 $ 28.26 $ 25.92 $ 26.50

Cash flow netback ($/boe) $ 10.79 $ 13.01 $ 11.55 $ 14.40

CASH DISTRIBUTIONS TO UNITHOLDERS
The Fund declared three distributions during the quarter totalling $0.39 per Unit. Each distribution amounted to
$0.13 per Unit, payable on August 15, September 16 and October 15 to Unitholders of record on July 31, August 30
and September 30 respectively. Since its inception the Fund has made distributions which in total amount to
$2.64 per Unit.

The level of cash distribution was increased by 38% for the month of October (payable November 15) to $0.18 per
Unit. This reflects increases in natural gas production from the recent drilling programs at Medicine Hat and
Vermilion as well as a significant strengthening of commodity prices.  In addition hedging contracts entered into in the
third quarter will provide increased stability to future cash flows. The Fund expects distributions to remain stable at
the $0.18 per Unit level with future increases dependent on the price of natural gas and crude oil.
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OIL & NATURAL GAS PRODUCTION

PROPERTY EXCHANGE

! Effective September 1, 2002 Advantage exchanged 100% of its heavy oil production at Wainwright, Alberta for
additional interests in producing natural gas properties located at Vermilion, Alberta.

! The transaction is consistent with the long term strategy of building a Fund that is focused on high quality natural
gas and light oil properties and eliminates the Fund’s exposure to heavy oil.

! Related to the exchange transaction Advantage extended its existing farm-in arrangement at Vermilion for a
further three year term. The Fund plans to continue its active drilling program in this area.

NATURAL GAS

! Natural gas production increased by 14% in the third quarter to 48.3 mmcf/d from 42.2 mmcf/d in the second
quarter of 2002.

! Production at Medicine Hat increased by 24% in the third quarter to 12.3 mmcf/d from 9.9 mmcf/d in the second
quarter of 2002. With the completion of the drilling program in September, Medicine Hat is currently producing
20.0 mmcf/d.

! Production at Vermilion more than doubled from 4.3 mmcf/d in the second quarter to 9.8 mmcf/d in the third
quarter.

! Further production increases are expected during the last quarter of 2002 reflecting a full quarter’s production at
Medicine Hat, additional well tie-ins at Vermilion and incremental production from the acquisition of Best Pacific
Resources Ltd. which is effective November 18, 2002. Production for the month of October averaged approxi-
mately 57 mmcf/d or 18% higher than the third quarter average.
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OIL & NGLS

! Oil and NGLs production decreased by 15% during the third quarter to 2,629 bbls/d from 3,081 bbls/d in the
second quarter of 2002. The decline is the result of the exchange transaction where the Fund sold 100% of its
heavy oil production for additional interests in producing natural gas properties.

! Production of light oil and NGLs was unchanged in the third quarter averaging 2,140 bbls/d compared to
2,178 bbls/d in the second quarter of 2002.

! With the disposition of the Fund’s heavy oil production, the remaining light oil and NGLs production is comprised
of long life reserves with stable production profiles.

HEDGING UPDATE

! In total, 67% of anticipated production
volumes from November 2002 to March
2003 are hedged as follows:

Fixed price 29% $4.50/mcf

Collar 38% $4.91/mcf floor
$6.31/mcf ceiling

67%

! The average minimum floor price of
$4.95/mcf represents a 43% premium
to the average price received by the Fund
during the last 12 months.

! The Fund will continue to hedge a
substantial portion of its production for
periods ranging from six months to one year in order to add stability to Unitholder cash distributions.
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DEVELOPMENT ACTIVITY
MEDICINE HAT
! The Fund acquired a 100% working inter-

est in this natural gas property effective
January 1, 2002.

! During the first quarter 41 wells were drilled
and 19 wells were recompleted at a total
cost of $10.2 million.

! During the third quarter 58 wells were
drilled at a cost of $9.9 million.

! Production has increased from approxi-
mately 4.6 mmcf/d when acquired to
current production of 20.0 mmcf/d.

VERMILION
! This area is characterized by low cost,

shallow drilling and multi-zone gas targets
with a high rate of deliverability.

! During the first nine months of 2002,
$3.4 million was expended in the drilling,
completion and tie-in of six natural gas wells
and one dry hole for a success rate of 86%.

! Effective September 1, 2002 the Fund
exchanged 100% of its heavy oil production
for additional working interests in this area.

! Current production at Vermilion is
approximately 12 mmcf/d.

! Seven additional locations have been
identified for drilling in the fourth quarter.

OTHER AREAS
! At Wainwright and Giroux Lake the Fund drilled three wells, recompleted ten wells and tied in two shut-in natural

gas wells, resulting in additional production 1.4 mmcf/d of natural gas and 15 bbls/d of oil.

ACQUISITION ACTIVITY
BEST PACIFIC RESOURCES LTD.

! On November 18, 2002 Advantage acquired Best Pacific Resources for a purchase price, after adjustments and
fees, of approximately $51.7 million. Best Pacific currently produces 5.8 mmcf/d of natural gas and 1,100 bbls/d
of light oil and natural gas liquids.

! Best Pacific’s independent engineers have assessed its total established reserves at 18.4 bcf of natural gas and
3.4 million barrels of oil and natural gas liquids. In addition, Best Pacific has approximately 155,000 acres of
undeveloped land supported by 3,000 miles of 2D seismic and 205 square miles of 3D seismic and approximately
$66 million in tax pools.

! The acquisition will be accretive to Advantage’s 2003 cash flow and will provide the Fund with numerous low risk
development opportunities.
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MANAGEMENT’S DISCUSSION & ANALYSIS
The following MD&A provides a detailed explanation of the financial and operating results of Advantage Energy Income
Fund (“Advantage” or the “Fund”) for the quarter ended September 30, 2002 and should be read in conjunction with
the financial statements contained within this interim report and the audited financial statements and MD&A for the
period ended December 31, 2001.

All per barrel of oil equivalent (“boe”) numbers are stated at a 6:1 conversion rate for natural gas to oil.

PRODUCTION

During the three months ended September 30, 2002 Advantage’s natural gas production nearly doubled to 48.3 mmcf/d
as compared to 24.3 mmcf/d for the quarter ended September 30, 2001. The increase in natural gas production is
due to i) successful drilling and recompletion programs, the most significant of which were conducted at Vermilion
and Medicine Hat, ii) a property exchange transaction in the Vermilion area, and iii) the acquisition of Due West
Resources in August 2001 and Gascan Resources in January of 2002.  As a result of the completion of the Medicine
Hat drilling program in the third quarter of 2002 Advantage’s current production in the Medicine Hat area has
increased to approximately 20 mmcf/d up from 12.3 mmcf/d during the third quarter of 2002 which brings the Fund’s
current total natural gas production to approximately 57 mmcf/d.

Crude oil and natural gas liquids production averaged 2,629 bbls/d in the third quarter of 2002 compared to 3,070 bbls/d
for the quarter ending September 30, 2001. The majority of this reduction is due to lower volumes of heavy oil which
occurred as a result of a swap transaction in which Advantage disposed of 100 percent of it’s heavy oil production for
additional working interests in natural gas properties at Vermilion. The swap was effective September 1, 2002.

Production of light oil and NGLs increased by 14% compared to the third quarter of 2001 rising to 2,140 bbls/d from
1,877 bbls/d. Light oil production increased as a result of the acquisitions of Due West Resources in August 2001 and
Gascan Resources in January of 2002.  Additional production increases of light oil have resulted from the drilling of
two successful horizontal oil wells at Acheson.

PRICES

During the three months ended September 30, 2002 Advantage’s natural gas price averaged $3.10 per mcf ($3.01
per mcf including hedging) compared to $3.21 per mcf ($3.29 per mcf including hedging) in the third quarter of
2001. For the three months ended September 30, 2002 NYMEX prices average $US 3.28 per mcf while AECO daily
prices averaged $3.15 per mcf.

Natural gas prices were relatively weak during the third quarter due to the seasonal slowdown in demand, unscheduled
pipeline maintenance in Alberta and concerns over the high level of natural gas in storage as we approach the winter
heating season. More recently, however, both daily spot and winter futures prices have strengthened with concerns
over diminishing North American supply and the uncertainty surrounding the winter heating season.  Currently winter
natural gas is trading in the $5.35 to $5.50 per mcf range.

Crude oil and NGL prices averaged $37.82 per barrel ($33.43 per barrel including hedging) in the third quarter of
2002 compared to $32.33 per barrel ($31.88 per barrel including hedging) in the three months ended September
30, 2001.  Advantage’s light oil and NGLs averaged $38.48 per barrel in the third quarter of 2002 compared to
$34.91 per barrel for the third quarter of 2001. Heavy oil prices continued to be strong in the third quarter of 2002
averaging $34.93 per barrel compared to $28.26 per barrel in the third quarter of 2001. WTI crude oil averaged
US$28.30 per barrel in the third quarter of 2002 compared to US$26.76 per barrel for the three months ended
September 30, 2001. We anticipate continued strength in crude oil prices due to historically low inventory levels in
the U.S. and the ongoing situation concerning Iraq.
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HEDGING

During the third quarter of 2002 the Fund announced that it had entered into several new hedging contracts, which
provide Unitholders with downside commodity price protection while retaining a significant portion of the upside.
Through a series of collars and fixed price contracts the Fund has now hedged approximately 67 percent of its
anticipated natural gas production for the period November 2002 to March 2003 at an average minimum floor price
of $4.95 per mcf. This floor price represents a 43% increase over the average AECO natural gas price received by the
Fund during the past 12 months. In addition the Fund has hedged 1,000 barrels per day of crude oil for the period
November 2002 to January 2003 at a price of Cdn$43.57 per barrel. The Fund will continue to hedge a substantial
portion of its production for periods ranging from six months to one year in order to add stability to the level of cash
distributions to Unitholders. (See note 5 to the financial statements for details on Advantage’s hedging contracts).

CASH FLOW NETBACK

Advantage’s cash flow netback during the three months ended September 30, 2002 averaged $10.79 per boe
compared to $13.01 per boe for the third quarter of 2001. The lower netback realized in the third quarter of 2002
is primarily due to lower natural gas prices partially offset by lower per boe general and administrative, interest and tax
costs.

Breakdown of cash flow per boe Three months ended Three months ended
Sept. 30, 2002 Sept. 30, 2001

Crude oil & natural gas sales $ 23.33 $ 24.89

Hedging gains (losses) $ (1.48) $ 0.08

Government & other royalties $ (4.26) $ (4.08)

Operating costs $ (4.97) $ (4.98)

General and administrative $ (0.54) $ (1.01)

Management fees $ (0.19) $ (0.24)

Interest & taxes $ (1.10) $ (1.65)

Cash flow from operations per boe $ 10.79 $ 13.01

ROYALTIES

During the third quarter of 2002 Advantage’s royalties amounted to $4.2 million (18.3% of revenue) as compared to
$2.7 million (16.4% of revenue) in the third quarter of 2001. The increase in royalties is due to the substantial
increase in revenues in 2002. The higher royalty rate in 2002 reflects higher oil prices received by the Fund
compared to 2001 and the addition of higher royalty rate production in 2002.

OPERATING COSTS

Operating costs for the three months ended September 30, 2002 amounted to $4.9 million or $4.97 per boe
compared to $3.3 million or $4.98 per boe in the third quarter of 2001. The increase in operating costs in the third
quarter of 2002 reflects the 50 percent increase in boe production over 2001. Looking forward the Fund’s per Unit
operating costs are expected to decline as a result of increased production from lower cost natural gas properties.
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GENERAL AND ADMINISTRATIVE AND MANAGEMENT FEES

General and administrative expense (“G&A”) in the third quarter of 2002 averaged $0.54 per boe compared to
$1.01 per boe in the third quarter of 2001. Lower per boe G&A in 2002 is the result of a 50% increase in boe
production volumes while G&A costs declined by 19%.

Management fees for the three months ended September 30, 2002 amounted to $186,000 or $0.19 per boe
compared to $157,000 or $0.24 per boe in the third quarter of 2001. Management fees are calculated based on
1.5% of operating cash flow, which is defined as revenues less royalties and operating costs.

The Manager of the Fund is entitled to earn a performance incentive fee which is calculated at the end of each year
based on the total return of the Fund. At September 30, 2002 no amount was paid to the Manager, nor is the
Manager entitled to receive any payment related to the Funds performance for the first nine months of 2002 as the
actual amount is calculated and paid on an annual basis only. There is no certainty that the $10.9 million fee accrued
in the financial statements will be paid at year end. Any performance incentive fee paid to the Manager at year end
is expected to be paid in Advantage Units.

INTEREST

Interest expense for the three months ended September 30, 2002 amounted to $1.2 million ($1.26 per boe)
compared to $0.9 million ($1.38 per boe) for the third quarter of 2001. Higher interest expense in the third quarter
of 2002 is the result of higher debt balances in 2002 partially offset by lower interest rates.

TAXES

Current taxes are comprised primarily of capital tax, which amounted to $205,000 for the three months ended
September 30, 2002 compared to $175,000 for the same period of 2001.  Capital taxes are determined based on
debt and equity levels at the end of the year. Also included within the current tax balance in the third quarter of 2002
was a tax refund of $0.4 million related to prior year’s tax returns. For the three months ended September 30, 2002
a future income tax recovery of $11.4 million was included in income compared to a $2.4 million recovery for the
comparable period in 2001.

DISTRIBUTIONS

Cash distributions for the three months ended September 30, 2002 amounted to $10.6 million or $0.39 per Unit.
Since inception of the Fund in May 2001 Advantage has distributed $54.3 million or $2.64 per Unit.  The distribution
for the month of October was increased by 38% to $0.18 per Unit as a result of increased natural gas production and
strengthening commodity prices.

DEPLETION, DEPRECIATION AND SITE RESTORATION

The depletion, depreciation and site restoration rate for the third quarter of 2002 was $10.64 per boe compared to
$11.03 per boe for the third quarter of 2001. The lower per boe rate in 2002 reflects the addition of reserves at a
lower cost in 2002 offset by the acquisition accounting used for Due West and Gascan.
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LIQUIDITY AND CAPITAL RESOURCES

Advantage’s capital expenditures on development activities for the quarter ending September 30, 2002 were
$15.2 million. Expenditures were made primarily in the Medicine Hat area where 58 shallow gas wells were drilled,
completed, tied-in and facilities were added at a total cost of $9.9 million. In addition, $1.2 million was expended at
Vermilion where three natural gas wells drilled in the second quarter were completed and tied-in. Capital expendi-
tures for the nine months ended September 30, 2002 amounted to $36.0 million with an additional $3.8 million
incurred on the Medicine Hat property acquisition and $70.7 million incurred on the acquisition of Gascan Resources.

On October 18, 2002 Advantage issued $55 million of 10% convertible unsecured subordinated debentures. The
debentures mature on November 1, 2007, pay interest semi-annually and are convertible at the option of the holder
into Trust Units of Advantage at $13.30 per Unit plus accrued and unpaid interest.  The net proceeds of the
debenture offering will be used to fund the acquisition of Best Pacific Resources Ltd.  The Best Pacific acquisition is
expected to have a net purchase price of approximately $51.7 million and is scheduled to close on November 18, 2002.

Advantage currently has lines of credit in place of $110 million composed of a $103 million extendible revolving loan
facility and a $7 million operating loan facility. The credit facility is secured by a $250 million floating charge demand
debenture, a general security agreement and a subordination agreement from the Trust covering all assets and cash
flows and is subject to renewal on June 15, 2003.  The Fund’s line of credit is presently under review and is expected
to be increased upon closing of the Best Pacific acquisition.

OUTLOOK

Advantage anticipates strong financial and operating results for the fourth quarter of 2002.  Significant natural gas
production has been added as a result of the completion of the Medicine Hat shallow gas drilling program and the
drilling and completion of three successful natural gas wells at Vermilion. This, coupled with the recent strengthening
of natural gas prices will provide the Fund with significantly higher cash flows. In addition hedging contracts entered
into in the third quarter will provide increased stability to future cash flows and allow the Fund to maintain the current
level of distributions into the first quarter of 2003.

Kelly I. Drader Patrick J. Cairns
President & CEO Senior Vice President

November 18, 2002
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CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEETS
(thousands of dollars)

September 30, 2002 December 31, 2001
(unaudited)

Assets

Current assets

Cash $ 231 $ -

Accounts receivable 16,800 13,102

17,031 13,102

Deposit (note 1) - 6,900

Property and equipment (note 1) 344,801 214,322

$ 361,832 $ 234,324

Liabilities

Current liabilities

Accounts payable and accrued liabilities $ 22,309 $ 13,624

Non-cash performance incentive (note 6) 10,900 -

Cash distributions payable to Unitholders (note 4) 3,523 3,690

Bank debt (note 2) 104,700 889

141,432 18,203

Long-term debt (note 2) - 23,167

Provision for future site restoration 3,709 3,096

Future income taxes 86,664 55,297

231,805 99,763

Unitholders’ equity

Unitholders’ capital (note 3) 147,045 128,616

Accumulated income 37,329 28,044

Accumulated cash distributions (54,347) (22,099)

130,027 134,561

$ 361,832 $ 234,324
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CONSOLIDATED STATEMENTS OF INCOME AND ACCUMULATED INCOME
(thousands of dollars) (unaudited)

Three Three Nine For the period
months ended months ended months ended May 24, 2001 to
Sept. 30, 2002 Sept. 30, 2001 Sept. 30, 2002 Sept. 30, 2001

Revenue

Oil and natural gas $ 21,449 $ 16,362 $ 62,548 $ 23,796

Royalties, net of Alberta Royalty Credit (4,182) (2,676) (11,696) (4,009)

17,267 13,686 50,852 19,787

Expenses

Operating 4,875 3,263 13,134 4,484

General and administrative 531 659 1,769 910

Management fee 186 157 566 230

Interest 1,236 905 3,004 1,062

Depletion, depreciation & site restoration 10,574 7,297 28,907 9,537

Non-cash performance incentive (note 6) 6,100 - 10,900 -

23,502 12,281 58,280 16,223

Income (loss) before taxes (6,235) 1,405 (7,428) 3,564

Future income tax recovery (11,431) (2,425) (16,912) (2,262)

Current taxes (161) 175 199 209

Net income 5,357 3,655 9,285 5,617

Accumulated income, beginning of period 31,972 20,439 28,044 18,477

Accumulated income, end of period $ 37,329 $ 24,094 $ 37,329 $ 24,094

Net income per Trust Unit (note 3)

Basic and diluted $ 0.20 $ 0.28 $ 0.34 $ 0.44
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(thousands of dollars) (unaudited)

Three Three Nine For the period
months ended months ended months ended May 24, 2001 to
Sept. 30, 2002 Sept. 30, 2001 Sept. 30, 2002 Sept. 30, 2001

Operating Activities

Net income $ 5,357 $ 3,655 $ 9,285 $ 5,617

Add (deduct) items not requiring cash:

Non-cash performance incentive (note 6) 6,100 - 10,900 -

Future income tax recovery (11,431) (2,425) (16,912) (2,262)

Depletion, depreciation & site restoration 10,574 7,297 28,907 9,537

Cash flow from operations 10,600 8,527 32,180 12,892

Changes in non-cash working capital 4,312 (563) 4,955 (2,808)

Cash provided by operating activities 14,912 7,964 37,135 10,084

Financing Activities

Units issued, net of costs (note 3) (1) (73) 18,429 (84)

Increase in long-term debt 11,200 60,917 81,533 62,352

Cash distributions to Unitholders (note 4) (10,569) (10,010) (32,415) (10,010)

Cash provided by financing activities 630 50,834 67,547 52,258

Investing Activities

Expenditures on property and equipment (15,165) (3,271) (36,026) (3,442)

Acquisition of Gascan Resources Ltd. (note 1) (64) - (63,768) -

Acquisition of Due West Resources - (60,027) - (60,027)

Property acquisitions - - (3,800) -

Changes in non-cash working capital 232 5,082 32 (1,325)

Cash used in investing activities (14,997) (58,216) (103,562) (64,794)

Net increase (decrease) in cash 545 582 1,120 (2,452)

Cash (bank indebtedness),

beginning of period (314) (1,335) (889) 1,699

Cash (bank indebtedness), end of period $ 231 $ (753) $ 231 $ (753)

Cash taxes paid $ 434 $ 88 $ 1,104 $ 298

Cash interest paid $ 897 $ 912 $ 3,178 $ 1,069
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NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

The interim consolidated financial statements of Advantage Energy Income Fund (“Advantage”) have been prepared by
management in accordance with Canadian generally accepted accounting principles using the same accounting
policies as those set out in note 2 to the consolidated financial statements for the period ended December 31, 2001
except as described in note 2. The interim consolidated financial statements should be read in conjunction with the
audited consolidated financial statements of Advantage for the period ended December 31, 2001 as set out in
Advantage’s Annual Report.

1. ACQUISITION OF GASCAN RESOURCES LTD.

On January 4, 2002 Advantage acquired the crude oil and natural gas assets of Gascan Resources Ltd. (“Gas-
can”) for cash consideration of $70.6 million. Included on the December 31, 2001 balance sheet is a deposit of
$6.9 million which was applied against the purchase price. The balance of the acquisition cost was financed
through available lines of credit. Results from operations are included in the Fund’s financial statements from the
date of acquisition. The acquisition is being accounted for as a purchase as of the closing date of the acquisition.
The purchase price has been allocated as follows:

Consideration:

Cash $ 69,000

Acquisition costs incurred 1,668

$ 70,668

2. BANK DEBT

Effective January 1, 2002 a change in generally accepted accounting principles requires that all credit facilities
that are revolving in nature and are due within one year must be disclosed as part of current liabilities. Advantage
has an agreement with a Canadian chartered bank which provides for a $103 million extendible revolving loan
facility and a $7 million operating loan facility both of which are subject to renewal on June 15, 2003. The
loan’s interest rate is based on either prime or bankers acceptances’ rates at the Fund’s option subject to certain
basis point or stamping fee adjustments ranging from 0% to 2% depending on the Fund’s debt to cash flow ratio.
The credit facilities are secured by a $250 million floating charge demand debenture, a general security agree-
ment and a subordination agreement from the Trust covering all assets and cash flows. For the purpose of the
cash flow statement the bank overdraft amount is considered cash equivalents.

Net assets acquired and liabilities assumed:

Property & equipment $ 108,561

Future income taxes (37,893)

$ 70,668
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3. UNITHOLDERS’ CAPITAL

(a) Authorized

(i) Unlimited number of voting Trust Units

(b) Issued Number of Units Amount

Balance at December 31, 2001 24,598,782 $ 128,616

Issued for cash, net of costs 2,500,000 18,429

Balance at September 30, 2002 27,098,782 $ 147,045

On January 29, 2002 Advantage issued 2,500,000 Trust Units at $7.90 per Trust Unit for net proceeds of
$18,429,000 (net of issue costs of $1,321,000).

(c) Trust Units Rights Incentive Plan

Effective June 25, 2002 a Trust Units Rights Incentive Plan for external Directors of the Fund was established
and approved by the Unitholders of Advantage. A total of 250,000 Units have been reserved for issuance under
the plan. The initial exercise price of rights granted under the plan may not be less than the current market price
of the Trust Units as of the date of the grant and the maximum term of each right is not to exceed ten years. At
the option of the rights holder the exercise price of the rights can be adjusted downwards over time based upon
distributions made by the Trust to Unitholders. No compensation expense is recognized for the rights plan when
the rights are issued. Any consideration received on exercise of the Unit right is credited to share capital. At
September 30, 2002 there were 175,000 rights outstanding.

September 30, 2002
Number Price

Granted during 2002 175,000 $ 11.38
Reduction of exercise price (0.26)
Balance end of period 175,000 $ 11.12

4. CASH DISTRIBUTIONS

Cash distributions to Unitholders were declared as follows:
Period ended Record date Payment date Distribution Distribution per Unit

July 31, 2002 July 31, 2002 Aug. 15, 2002 $ 3,523 $ 0.13

Aug. 31, 2002 Aug. 30, 2002 Sept. 16, 2002 $ 3,523 0.13

Sept. 30, 2002 Sept. 30, 2002 Oct. 15, 2002 $ 3,523 0.13

$ 10,569 $ 0.39
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5. FINANCIAL INSTRUMENTS
As at September 30, 2002 the following financial instruments were outstanding:

Instrument Quantity Terms Effective period

Natural Gas - AECO
Swap 18,000 gj/d $3.51/gj Nov. 1, 2001 - Oct. 31, 2002
Call 12,000 gj/d $3.76/gj Nov. 1, 2001 - Oct. 31, 2002

(cost Cdn$0.47/gj)
Put 500 gj/d $4.60/gj Jan. 1, 2002 - Dec. 31, 2002
Collar 6,000 gj/d $4.75 - $6.00/gj Nov. 1, 2002 - Mar. 31, 2003
Swap 5,000 gj/d $4.50/gj Sept. 1, 2002 - Feb. 28, 2003
Swap 7,500 gj/d $4.74/gj Oct. 1, 2002 - Mar. 31, 2003
Collar 7,500 gj/d $4.75 - $5.93/gj Nov. 1, 2002 - Mar. 31, 2003
Swap 5,000 gj/d $4.93/gj Oct. 1, 2002 - Mar. 31, 2003
Collar 8,000 gj/d $4.50 - $6.00/gj Oct. 1, 2002 - Mar. 31, 2003

Crude oil - WTI
Swap 2,000 bbls/d US$23.27/bbl Nov. 1, 2001 - Oct. 31, 2002
Call 1,335 bbls/d US$24.27/bbl Nov. 1, 2001 - Oct. 31, 2002

(cost US$1.96/bbl)
Collar 5,000 bbls/month US$20.00 - 30.00/bbl Jan. 1, 2002 - Dec. 31, 2002
Swap 1,000 bbls/d Cdn$43.57/bbl Nov. 1, 2002 - Jan. 31, 2003

As at September 30, 2002 the cost to settle the hedges outstanding was approximately $1.1 million for the
crude oil hedges and $3.1 million for the natural gas hedges.

6. NON-CASH PERFORMANCE INCENTIVE
The Manager of the Fund is entitled to earn an annual performance incentive fee which is calculated based on
the total return of the Fund. At September 30, 2002 no amount was paid to the Manager, nor is the Manager
entitled to receive any payment related to the Fund’s first nine months performance as the actual amount is only
calculated and paid on an annual basis.

The Manager earns the performance incentive fee when the Fund’s total annual return exceeds 8%. The total
annual return is calculated at the end of each year by dividing the year over year change in Unit price plus cash
distributions by the opening Unit price. The 2002 opening Unit Price was $8.02. Ten percent of the amount of
the total annual return in excess of 8% is multiplied by the market capitalization (defined as the opening Unit
price multiplied by the average number of Units outstanding during the year) to determine the performance
incentive. It is expected that the fee will be paid to the Manager in Advantage Units. The Manager does not
receive any form of compensation in respect of acquisition or divestiture activities.

7. SUBSEQUENT EVENTS
On October 18, 2002 Advantage issued $55 million principle amount of 10% convertible unsecured subordinated
debentures. The debentures mature on November 1, 2007, pay interest semi-annually and are convertible at the
option of the holder into Trust Units of Advantage at $13.30 per Unit plus accrued and unpaid interest. The
debentures and the related interest obligations will be classified as equity on the consolidated balance sheet as
the Trust may elect to satisfy the debenture interest and principle obligations by the issuance of Trust Units. Issue
cost associated with the convertible debentures approximated $2.6 million.

The net proceeds of the debenture offering will be used to fund the acquisition of Best Pacific Resources Ltd.
(“Best Pacific”) which was announced on September 30, 2002 and to repay Best Pacific’s indebtedness to its
principal lender.  Advantage mailed its offer and takeover bid documents to all Best Pacific shareholders on
October 11, 2002.  The offer is for $1.25 cash per share to purchase all of the outstanding common shares of
Best Pacific.  The transaction is expected to have a net purchase price at closing, after adjustments and fees, of
approximately $51.7 million.
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