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PART I

INFORMATION REQUIRED TO BE DELIVERED TO OFFEREES OR PURCHASERS

Item 1. Home Jurisdiction Documents

Letter to Unitholders of Ultima Energy Trust
Notice of Meeting of Unitholders and Proxy Statement and
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Item

Item

Item
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Information Circular dated April 30, 2004 together with the
documents included in Appendices "A" through "E" thereto (the
"Information Circular")

Additional Information-- Reconciliation of Financial Statements to
U.S. GAAP

See Comparative Audited Annual Financial Statements as at and
for the years ended December 31, 2003 and 2002, included in
Appendix C to the Information Circular.

Informational Legends

See the cover page of the Information Circular.

Incorporation of Certain Information by Reference

Not applicable.

List of Documents Filed with the Commission

See "Documents Filed as Part of Petrofund's U.S. Registration
Statement" in Part "II" of the Information Circular.

[LOGO] [GRAPHIC OMITTED]
ULTIMA ENERGY TRUST
NOTICE OF ANNUAL AND SPECIAL
MEETING OF UNITHOLDERS
to be held on
June 4, 2004
- and -

PROXY STATEMENT AND INFORMATION CIRCULAR
with respect to a
BUSINESS COMBINATION
involving
ULTIMA ENERGY TRUST
- and -

PETROFUND ENERGY TRUST
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April 30, 2004

NOTICE TO UNITED STATES HOLDERS

The proposed Merger is in respect of the securities of a foreign issuer
that is permitted, under a multijurisdictional disclosure system adopted by the
United States, to prepare the Information Circular in accordance with the
disclosure requirements of applicable Canadian law. Holders of Ultima Units
should be aware that these requirements are different from those of the United
States. The financial statements included herein have been prepared in
accordance with Canadian generally accepted accounting principles and are
subject to Canadian auditing and auditor independence standards. They may not be
comparable to financial statements of United States companies.

Acquisition of Petrofund Units pursuant to the Merger may subject
holders of Ultima Units to tax consequences both in the United States and
Canada. Such consequences for holders of Ultima Units who are resident in, or
citizens of, the United States may not be described fully herein.

Information concerning oil and gas properties, reserves and operations
of Ultima and Petrofund have been prepared in accordance with Canadian
disclosure standards and are not comparable in all respects to similar
information for United States companies. For example, the SEC permits oil and
gas companies, in their filings with the SEC, to disclose only proved reserves
(as defined in SEC rules). Canadian securities laws permit oil and gas
companies, in their filings with Canadian securities regulators, to disclose
proved reserves (defined differently from SEC rules) and probable reserves.
Probable reserves are of higher risk and are generally believed to be less
likely to be recovered than proved reserves. Moreover, "proved reserves," are
calculated in accordance with Canadian practices using forecasted and constant
prices and costs, whereas the SEC requires that the prices and costs be held
constant at prices in effect on the date of the reserve report. In addition,
under Canadian practice, reserves and production are reported using gross
volumes, which are volumes prior to deduction of royalty and similar payments.
The practice in the Unites States is to report reserves and production using net
volumes, after deduction of applicable royalties and similar payments. As a
consequence, the production volumes and reserve estimates in this Information
Circular may not be comparable to those of U.S. domestic companies subject to
SEC reporting and disclosure requirements.

The enforcement by investors of civil liabilities under the United
States federal securities laws may be affected adversely by the fact that Ultima
was created under the laws of the Province of Alberta, Canada and Petrofund was
created under the laws of the Province of Ontario, Canada, that some or all of
the officers, directors and trustees of Ultima, Petrofund and their respective
management companies may be residents of Canada, that some or all of the experts
named in the Information Circular may be residents of Canada and that all or a
substantial portion of the assets of Ultima and Petrofund and of such persons
may be located outside the United States.

No broker, dealer, salesperson or other person has been authorized to
give any information or make any representation other than those contained in
this document and, if given or made, such information or representation must not
be relied upon as having been authorized by Ultima or Petrofund.
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THE SECURITIES OFFERED BY PETROFUND PURSUANT TO THE MERGER HAVE NOT
BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES SECURITIES AND EXCHANGE
COMMISSION OR ANY OTHER SECURITIES REGULATORY AUTHORITY NOR HAS THE UNITED
STATES SECURITIES AND EXCHANGE COMMISSION OR ANY OTHER SECURITIES REGULATORY
AUTHORITY PASSED UPON THE ACCURACY OR ADEQUACY OF THIS DOCUMENT. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

This Information Circular includes financial statements audited by
Arthur Andersen LLP for which neither Ultima nor Petrofund obtained the consent
of Arthur Andersen LLP to the use of their auditors' report. The consent of
Arthur Andersen LLP was not obtained because, on June 3, 2002, Arthur Andersen
LLP ceased to practice public accounting in Canada. See "Additional Information
Regarding Petrofund Energy Trust - Information Relating to Arthur Andersen LLP".

[LOGO] [GRAPHIC OMITTED]
ULTIMA VENTURES CORP.
April 30, 2004
Dear Fellow Unitholder:

You are invited to attend the annual and special meeting (the "Meeting") of the
holders ("Ultima Unitholders") of Trust Units ("Ultima Units") of Ultima Energy
Trust ("Ultima") to be held in the Chambers Room located on the conference level
at 350 - 7th Avenue S.W., Calgary, Alberta on Friday, June 4, 2004 at 10:30 a.m.
(Calgary time) for the purposes set forth in the accompanying Notice of Annual
and Special Meeting. At the Meeting, among other things, Ultima Unitholders will
be asked to consider and vote upon a merger involving Ultima and Petrofund
Energy Trust ("Petrofund"). As a result of the merger, Petrofund will acquire
all of the assets and liabilities of Ultima, and Ultima Unitholders will
receive, in exchange for each Ultima Unit held, 0.442 of a trust unit
("Petrofund Units") of Petrofund (the "Merger"). The merged trust will continue
to be known as Petrofund Energy Trust. Ultima Unitholders will also receive, on
the business day prior to completion of the Merger, an aggregate of $10 million
in the form of a one-time special distribution, estimated to be $0.17 per Ultima
Unit (the "Special Distribution"). Former Ultima Unitholders who are holders of
record of Petrofund Units on June 16, 2004 (and any subsequent record date for
distributions to Petrofund Unitholders) will also be entitled to receive
distributions from Petrofund following the closing date of the Merger.

For the Special Distribution and Merger to proceed, it must be approved by at
least 66 2/3% of the votes cast by Ultima Unitholders attending the Meeting and
voting on the proposal in person or by proxy. If such approval is obtained and
if other conditions to the Special Distribution and Merger becoming effective
are satisfied or waived, it is expected that the Special Distribution and Merger
will be completed on or about June 16, 2004.

The board of directors of Ultima Ventures Corp., based upon, among other things,
a fairness opinion delivered by its financial advisor, CIBC World Markets Inc.,
that the consideration to be received by Ultima Unitholders pursuant to the
Special Distribution and Merger is fair, from a financial point of view, to the
Ultima Unitholders, has determined unanimously that the Special Distribution and
Merger is in the best interests of Ultima and the Ultima Unitholders and has
unanimously resolved to recommend that Ultima Unitholders vote in favour of the
Special Distribution and Merger.
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All of the directors and senior officers of Ultima Ventures Corp. have entered
into Support Agreements with Petrofund agreeing to vote the Ultima Units held by
them in favour of the Special Distribution and Merger.

The accompanying Information Circular provides a detailed description of the
Special Distribution and Merger and certain information about Petrofund and
Ultima, as well as the other matters to come before the Meeting. Please give
this material your careful consideration, and, if you require assistance,
consult your financial, income tax or other professional advisor.

To be represented at the Meeting, you must either be a registered Ultima
Unitholder and attend the Meeting in person or complete and sign the enclosed
form of proxy and forward it so that the form of proxy is received and deposited
with Computershare Trust Company of Canada, by mail or facsimile to
Computershare Trust Company of Canada, 100 University Avenue, 9th Floor,
Toronto, Ontario M5J 2Y1, fax number: 905-771-4414, at least 24 hours (excluding
Saturdays, Sundays and holidays) prior to the time of the Meeting or any
adjournment thereof.

Yours very truly,
(signed) Brian Gieni
S. BRIAN GIENI

President and Chief Executive Officer
of Ultima Ventures Corp.

| Suite 1000,350 - 7th Avenue SW

| Calgary, AB Canada T2P 3N9

| ph: 403 264.5709 fx: 403 264.6103
|

|

ultimatrust.com

[LOGO] [GRAPHIC OMITTED]
ULTIMA ENERGY TRUST
NOTICE OF ANNUAL AND SPECIAL MEETING OF THE UNITHOLDERS

TAKE NOTICE THAT the annual and special meeting (the "Meeting") of
unitholders (the "Ultima Unitholders") of Ultima Energy Trust ("Ultima") will be
held in the Chambers Room located on the conference level at 350 - 7th Avenue
S.W., Calgary, Alberta on Friday, June 4, 2004 at 10:30 a.m. (Calgary time) for
the following purposes:

1. to receive and consider the consolidated audited comparative financial
statements of Ultima for the year ended December 31, 2003 and the
report of the auditors thereon;

2. to elect the directors of Ultima Ventures Corp. ("Ultima Co") for the
ensuing year;

3. to elect the directors of Ultima Acquisitions Corp. ("AcquireCo") for
the ensuing year;
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4. to appoint the auditors of Ultima, Ultima Ventures Trust, Ultima Co and
AcquireCo for the ensuing year;

5. to consider, and if thought fit, to pass a special resolution in the
form set forth in Appendix "A" to the accompanying Proxy Statement and
Information Circular (the "Information Circular") to approve the merger

of Ultima with Petrofund Energy Trust ("Petrofund"), on the basis that
each Ultima Unitholder would receive 0.442 of a trust unit of Petrofund
in exchange for each trust unit ("Ultima Units") of Ultima (the

"Merger") on the terms and conditions described in the Information
Circular, and to effect all other transactions ancillary to or which
are necessary to implement the Merger as described in the Information
Circular, including, without limitation, the payment of a one-time
special distribution by Ultima in the aggregate amount of $10 million;
and

6. to transact such other business as may properly come before the
Meeting.

Information relating to items 1 through 5 above is set forth in the
accompanying Information Circular.

An Ultima Unitholder may attend the Meeting in person or may be
represented thereat by proxy. A form of proxy for use at the Meeting or any
adjournment thereof is enclosed with this Notice. Ultima Unitholders who are
unable to attend the Meeting are requested to date, sign and return the enclosed
form of proxy to the transfer agent of Ultima, Computershare Trust Company of
Canada ("Computershare"), by mail or facsimile to Computershare, 100 University
Avenue, 9th Floor, Toronto, Ontario, M5J 2Y1 (a self-addressed envelope is
enclosed), fax number: 905-771-4414. In order to be valid, proxies must be
received by Computershare at least 24 hours, excluding Saturdays, Sundays and
holidays, prior to the time of the Meeting or any adjournment thereof.

Ultima Unitholders of record as of April 19, 2004, the record date, are
entitled to notice of the Meeting. Holders of Ultima Units issued subsequent to
the date of this Information Circular and prior to the date of the Meeting are
also entitled to attend and vote at the Meeting. If an Ultima Unitholder has
transferred the ownership of any of his, her or its Ultima Units after the
record date and the transferee of those Ultima Units produces properly endorsed
certificates or otherwise establishes that he, she or it owns the Ultima Units
and demands, not later than 10 days before the Meeting, that his or her name be
included in the list before the Meeting, then the transferee shall be entitled
to vote such Ultima Units at the Meeting.

DATED at Calgary, Alberta the 30th day of April, 2004.

By Order of COMPUTERSHARE TRUST COMPANY OF CANADA,
As Trustee of ULTIMA ENERGY TRUST

"Karen Biscope"

KAREN BISCOPE
Account Manager
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FORWARD-LOOKING STATEMENTS

Certain statements contained in the accompanying Information Circular
under the headings "Background to the Merger", "Reasons for the Merger",
"Recommendation of the Ultima Board of Directors" and "Selected Pro Forma
Information Relating to Petrofund", in addition to certain statements contained
elsewhere in this document, are "forward-looking statements", are prospective in
nature and may be indicated by words such as "anticipate", "continue",
"estimate", "expect", "may", "will", "project", "should", "believe" and similar
expressions. These statements involve known and unknown risks, uncertainties and
other factors that may cause actual results or events to differ materially from
those anticipated in such forward-looking statements. Ultima, Ultima Co,
Ventures Trust, AcquireCo, the Manager and Ultima Energy believe the
expectations reflected in these forward-looking statements are reasonable, but
no assurance can be given that these expectations will prove to be correct and
such forward-looking statements included in this Information Circular should not
be unduly relied upon. These statements speak only as of the date of this
Information Circular or as of the date specified in this Information Circular,
as the case may be.

In particular, this Information Circular contains forward-looking
statements pertaining to, among other things, the following:
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o 0il and natural gas production levels;

o the size of the o0il and natural gas reserves in which Ultima,
Ventures Trust and Ultima Energy hold working interests and/or
royalty interests;

o the size of the o0il and natural gas reserves in which Petrofund
and Petrofund Co hold working interests and/or royalty interests;

o projections of market prices, production costs and development
capital;

o future currency exchange rates;

o supply and demand for oil and natural gas; and

o treatment under applicable tax laws and other governmental

regulatory regimes.

Also, the actual results could differ materially from those anticipated
in these forward-looking statements as a result of the risk factors set forth
below and elsewhere in this Information Circular:

o volatility in market prices for oil and natural gas;

o liabilities inherent in oil and natural gas operations;

o uncertainties associated with estimating reserves volumes and
values;

o competition for, among other things, capital, acquisitions of

reserves and skilled personnel;

o incorrect assessments of the value of acquisitions;
o geological, technical, drilling and processing problems;
o fluctuations in foreign exchange and interest rates and stock

market volatility;

o changes in income tax laws or changes in tax laws and incentive
programs relating to the oil and gas industry and income trusts;
and

o the other factors discussed under "Competitive Conditions and Risk

Factors" in the Renewal Annual Information Form of Ultima dated
April 30, 2004 attached as part of

Appendix "C" of this Information Circular and under "Risk Factors"
in the Renewal Annual Information Form of Petrofund dated March
15, 2004 attached as part of Appendix "B" of this Information
Circular.

These factors should not be construed as exhaustive. None of Ultima,
Ventures Co, Ventures Trust, AcquireCo, the Manager and Ultima Energy undertakes
any obligation to publicly update or revise any forward-looking statements.
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EXCHANGE RATE OF CANADIAN DOLLAR

Except as otherwise indicated, all dollar amounts set forth in this
Information Circular are in Canadian dollars. The following table sets forth:
(i) the rates of exchange for Canadian dollars, expressed in United States
dollars, in effect at the end of each of the periods indicated; (ii) the average
of exchange rates in effect on the last day of each month during such periods;
and (iii) the high and low exchange rates during each such periods, in each case
based on the noon buying rate in New York City for cable transfers in Canadian
dollars as certified for customs purposes by the Federal Reserve Bank of New
York.

Year ended December 31,

2003 2002 2001
Rate at end of period 0.7710 0.6362 0.6277
Average rate during period 0.7146 0.6369 0.6457
High 0.6382 0.6198 0.6234
Low 0.7733 0.6616 0.6697

On April 29, 2004 the noon buying rate for $1.00 Canadian was $0.7301
United States.

SUMMARY

This Summary is qualified in its entirety by the more detailed
information appearing elsewhere in this Information Circular, including the
Appendices hereto. Capitalized terms not otherwise defined herein have the
meaning assigned thereto in the Glossary of Terms.

The Meeting

The Meeting will be held on Friday, June 4, 2004 at 10:30 a.m. (Calgary
time) in the Chambers Room located on the conference level at 350 - 7th Avenue
S.W., Calgary, Alberta, for the purposes set forth in the accompanying Notice of
Annual and Special Meeting. The business of the Meeting will be to elect the
directors of each of Ultima Co and AcquireCo (to serve only until such time as
the Merger is completed), to appoint the auditors of Ultima, Ventures Trust,
Ultima Co and AcquireCo (to serve only until such time as the Merger is
completed), to consider and vote upon the Special Distribution and Merger
(including certain ancillary matters related to the Merger) and to attend to
other related business. The Merger will result in the merger of Petrofund and
Ultima on the terms described herein.

Petrofund

Petrofund is a royalty trust created under the laws of the Province of
Ontario in 1988. Petrofund's primary source of income is from a 99% net royalty
interest granted by Petrofund Co. Petrofund Co acquires, manages, and disposes
of petroleum and natural gas rights and royalties and related property rights
and interests located primarily in western Canada. Petrofund makes monthly cash
distributions to the Petrofund Unitholders, which are derived from Petrofund's
cash flow from its properties. Certain additional information in respect of

11
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Petrofund is set forth under the heading "Additional Information Regarding
Petrofund Energy Trust" and in Appendix "B" to this Information Circular.

Ultima

Ultima is an open—-end investment trust formed under the laws of the
Province of Alberta in 1996. Ultima's primary source of income is from petroleum
and natural gas working interests and related assets which Ultima Co, on behalf
of Ventures Trust, and Ultima Energy hold and from distributions from Ventures
Trust in respect of cash flow attributable to the 11.7136% net royalty interest
held by Ventures Trust in the Weyburn Unit located in southeastern Saskatchewan.
Ultima makes monthly cash distributions to the Ultima Unitholders, which are
derived from its assets. Certain additional information in respect of Ultima is
set forth under the heading "Additional Information Regarding Ultima Energy
Trust" and in Appendix "C" to this Information Circular.

Effect of the Merger Upon Ultima Unitholders
General

After giving effect to the Merger, Petrofund will have acquired all of
the Ultima Assets and assumed all of the Assumed Liabilities, and former Ultima
Unitholders will become holders of Petrofund Units on the basis of 0.442 of a
Petrofund Unit for each issued and outstanding Ultima Unit. The Merger is
structured to be a tax deferred event such that the exchange of Ultima Units for
Petrofund Units will not result in a taxable event to Ultima Unitholders for
Canadian tax purposes. See "Canadian Income Tax Considerations".

Assuming completion of the Merger whereby all Ultima Unitholders
receive Petrofund Units for their Ultima Units, there will be approximately
99,233,252 Petrofund Units issued and outstanding, subject to changes due to the
exercise of outstanding Ultima Rights and the rounding to the nearest whole
number of fractional Petrofund Units and assuming that all outstanding
exchangeable shares of Petrofund Co are exchanged for Petrofund Units.
Immediately following the Merger and assuming that all of the outstanding
exchangeable shares of Petrofund Co are exchanged for Petrofund Units, current
Petrofund Unitholders will hold approximately 73,682,400 Petrofund Units,
representing approximately 74% of the issued and outstanding Petrofund Units,
and former holders of Ultima Units will hold approximately 25,550,852 Petrofund
Units, representing approximately 26% of the issued and outstanding Petrofund
Units. As of April 19, 2004, a total of approximately 2,028,639 Ultima Rights
were outstanding which, based on the adjustment provisions, the Ultima
Employment Agreements and the Exchange Ratio, could result in an additional
896, 658 Petrofund Units being issued to former securityholders of Ultima in
connection with the Merger.

See "Effect of the Merger Upon Ultima Unitholders —-- General".
Special Distribution

If the Ultima Special Resolution is approved at the Meeting, a record
date will be announced for the Special Distribution. Ultima Unitholders of
record on the record date set for the Special Distribution will be entitled to a
distribution from Ultima in the amount of $10 million divided by the number of
Ultima Units outstanding on such record date (or approximately $0.17 per Ultima
Unit assuming 59,835,996 Ultima Units are outstanding). The record date will be
the date which is at least seven business days following approval of the Ultima
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Special Resolution, but which will be not later than the business day
immediately prior to the Closing Date of the Merger. Therefore, if the Meeting
is held as currently proposed on June 4, 2004 and the Closing Date is held as
currently proposed on June 16, 2004, the record date for the Special
Distribution will be June 15, 2004. Ultima will issue a press release announcing
the actual record date for the Special Distribution at least seven business days
prior to the record date. It is possible that the Special Distribution is
approved by the Ultima Unitholders and paid by Ultima on the business day prior
to the Closing Date and that the Merger is not completed.

See "Effect of the Merger Upon Ultima Unitholders —--—
Special Distribution".

Effect on Distributions

Distributions paid to Ultima Unitholders for the months of April and
May 2004 will not be affected by the proposed Merger and will be paid in the
usual manner. Therefore, Ultima Unitholders of record on April 30, 2004 and May
31, 2004 will receive their regular monthly cash distribution from Ultima on May
17, 2004 and June 15, 2004, respectively. Assuming the Merger becomes effective
on June 16, 2004, Petrofund Unitholders of record on June 16, 2004, including
former Ultima Unitholders, will receive a cash distribution from Petrofund on
June 30, 2004, and will receive monthly distributions from Petrofund in a
similar manner in the future. Former Ultima Unitholders who are Petrofund
Unitholders of record on June 16, 2004 (and any subsequent record date for
distributions to Petrofund Unitholders) will be entitled to receive
distributions from Petrofund following the Closing Date of the Merger without
any further action required on their part provided they have exchanged their
certificates representing Ultima Units for Petrofund Units on or prior to the
sixth anniversary of the Closing Date.

See "Effect of the Merger Upon Ultima Unitholders —-- Effect on
Distributions" and "Effect of the Merger Upon Ultima Unitholders -- Exchange of
Ultima Certificates".

Exchange of Ultima Certificates

After the Closing Date, certificates formerly representing Ultima Units
shall only represent the right to receive Petrofund Units which a former Ultima
Unitholder is, except as set forth below, entitled to receive pursuant to the
Merger.

A form of letter of transmittal (printed on yellow paper) containing
instructions with respect to the surrender of certificates representing Ultima
Units has been forwarded to registered Ultima Unitholders for use in exchanging
their certificates. Upon surrender of properly completed letters of transmittal
together with certificates representing Ultima Units to Computershare Trust
Company of Canada, certificates for the appropriate number of Petrofund Units
will be issued, subject to any withholdings as required by law.

No fractional Petrofund Units shall be issued to former Ultima
Unitholders pursuant to the Merger. In the event that the Exchange Ratio would
otherwise result in an Ultima Unitholder being entitled to a fractional
Petrofund Unit, an adjustment will be made to the nearest whole number of
Petrofund Units and a certificate representing the resulting whole number of
Petrofund Units will be issued. In calculating such fractional interests, all
Ultima Units held by a registered holder of Ultima Units immediately prior to
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the Closing Date shall be aggregated.

The Combination Agreement provides that any certificate representing
Ultima Units that is not validly deposited with Computershare Trust Company of

Canada within

six years of the Closing Date shall cease to represent a claim or

interest of any kind or nature in Petrofund, and the Petrofund Units to which

the holder of

such certificate would have otherwise been entitled shall be

deemed to have been surrendered to Petrofund, together with all entitlements to

distributions and interest thereon held for such holder.
See "Effect of the Merger Upon Ultima Unitholders -- Exchange of Ultima
Certificates".

Recommendation of the Ultima Board of Directors

The Ultima Board of Directors has determined unanimously that the
Special Distribution and Merger are in the best interests of Ultima and the
Ultima Unitholders and unanimously recommends that Ultima Unitholders vote in

favour of the

Ultima Special Resolution. In coming to its conclusion and

recommendation, the Ultima Board of Directors considered a number of factors

including the

(a)

following:

the expectation that the Merger will result in a mutual fund trust
that is financially and operationally stronger than Ultima,
enabling it to more effectively participate and compete in the
acquisition and development of o0il and natural gas and the
production and marketing of oil and natural gas under a variety of
economic conditions;

the improved liquidity of the investment anticipated for Ultima
Unitholders and the improved access to capital for the combined
entity that is expected to result from the increase in the market
capitalization of the combined entity;

the Fairness Opinion from CIBC World Markets;
the Special Distribution;

the timing of the record dates for monthly distributions of each
of Ultima and Petrofund and the Closing Date;

the increased efficiencies that are expected to result in reduced
general and administrative costs on a per BOE basis;

that the Merger will enable Ultima Unitholders to continue to
participate in a larger oil and gas royalty trust with a proven
management team;

increased diversification and property synergies that are
anticipated to result from the combination of the high quality
asset bases of each of Ultima and Petrofund;

the increased exposure to a broader suite of internal growth
opportunities through Petrofund's large undeveloped land base and

prospect inventory;

information concerning the financial condition, results of
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operations, business, plans and prospects of the Petrofund Parties
and the Ultima Parties and the resulting potential for enhanced
business efficiency, management, effectiveness and financial
results of the combined entity; and

(k) the historical and current trading prices of the Petrofund Units
and Ultima Units.

The Ultima Board of Directors believes the Special Distribution and
Merger is in the best interests of Ultima and Ultima Unitholders and
therefore unanimously recommends that Ultima Unitholders vote FOR the

Ultima Special Resolution.

The Merger

The Combination Agreement provides for the implementation, subject to
the satisfaction of certain conditions, of the Merger. See "Details of the
Merger - The Combination Agreement".

On the Closing Date, each of the events set out below will occur and be
deemed to occur immediately at the Effective Time in the sequence set out below:

1. the Ultima Trust Indenture and any other constating documents of the
Ultima Parties will be amended to the extent necessary to facilitate
the Merger;

2. Ultima will sell, transfer, convey, assign and deliver to Petrofund,
and Petrofund will purchase and accept from Ultima, all of the Ultima
Assets, as the same exist at the Effective Time;

3. Petrofund will (i) assume and become liable to pay, satisfy, discharge
and observe, perform and fulfill the Assumed Liabilities, in accordance
with their terms, and (ii) issue to Ultima an aggregate number of
Petrofund Payment Units equal in number to the product of the number of
Ultima Units outstanding as of the close of business on the day
immediately prior to the Closing Date multiplied by the Exchange Ratio;

4. Petrofund will subscribe for the Ultima Remaining Unit for $10.00 and
Ultima will issue to Petrofund the Ultima Remaining Unit;

5. the Ultima Units (other than the Ultima Remaining Unit) will be
redeemed in exchange for the Petrofund Payment Units which shall be
distributed to the Ultima Unitholders in accordance with the Exchange
Ratio;

6. the directors of the Ultima Parties, where applicable, will resign in
favour of the nominees for election as directors of Petrofund Co; and

7. all officers of the Ultima Parties, where applicable, will resign from
their offices with such Ultima Parties.

The Combination Agreement also provides that upon the occurrence or
non-occurrence of certain events which result in the Merger not being completed,
the party to the Combination Agreement responsible for or subject to such events
will be required to pay compensation to the other party. See "Details of the

15



Edgar Filing: PETROFUND ENERGY TRUST - Form F-10
Merger - The Combination Agreement -- Termination Fees".
Procedure for the Merger to Become Effective

The following procedural steps must occur in order for the Merger to
become effective:

(a) the Ultima Special Resolution must be approved by at least
66 2/3% of the votes cast by the Ultima Unitholders present in
person or by proxy at the Meeting;

(b) all conditions precedent to the Merger, as set forth below under "
Details of the Merger - The Combination Agreement - Conditions of
the Special Distribution and Merger", must be satisfied or waived
by the appropriate party; and

(c) all agreements which are required in order to implement the Merger
must be executed by the appropriate parties at Closing.

Fairness Opinion

To assist in determining whether to recommend the Special Distribution
and Merger to Ultima Unitholders, CIBC World Markets provided the Ultima Board
of Directors with the Fairness Opinion, which concluded that the consideration
to be received by Ultima Unitholders pursuant to the Special Distribution and
Merger is fair, from a financial point of view, to the Ultima Unitholders. A
copy of the Fairness Opinion is attached as Appendix "E" to this Information
Circular. See "Fairness Opinion".

Intention of Certain Insiders

Members of the Ultima Board of Directors and senior officers of Ultima
Co, who collectively own, directly or indirectly, or exercise control or
direction over, an aggregate of 535,921 Ultima Units, representing approximately
1.0% of the Ultima Units outstanding on April 19, 2004, have indicated their
intention to vote their Ultima Units in favour of the Ultima Special Resolution
approving the Special Distribution and Merger and have entered into Support
Agreements with Petrofund agreeing to vote their Ultima Units in favour of the
Ultima Special Resolution.

See "Interests of Insiders in the Merger and Intentions of Certain
Insiders".
Timing

The Merger will become effective at Closing. If the Ultima Special
Resolution is approved at the Meeting and all other conditions specified in the
Combination Agreement are satisfied or waived, Petrofund and Ultima expect the
Closing Date will be on or about June 16, 2004.

See "Timing".

Canadian Income Tax Considerations

For Canadian tax purposes, Ultima Unitholders who hold their Ultima
Units as capital property within the meaning of the Tax Act will not realize a
capital gain (or capital loss) on the disposition of Ultima Units for Petrofund
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Units pursuant to the terms of the Merger.

Ultima Unitholders (other than Exempt Plans) who are resident in Canada
for the purposes of the Tax Act will generally be required to include in income
their proportionate share of the Special Distribution which represents a
distribution of Ultima's income in the taxation year in which the Special
Distribution is paid. Exempt Plans will not generally be liable for tax with
respect to the Special Distribution.

Ultima Unitholders who are not resident, or deemed to be resident, in
Canada, will generally be subject to a 25% Canadian withholding tax on their
proportionate share of Ultima's income which is distributed pursuant to the
Special Distribution at the time such distribution is paid unless such rate is
reduced under the provisions of a tax treaty between Canada and the respective
Ultima Unitholder's jurisdiction of residence.

See "Canadian Federal Income Tax Considerations".

All Ultima Unitholders should consult their own legal and tax advisors
as to the tax consequences of the Special Distribution and Merger.

United States Federal Income Tax Considerations

Subject to the PFIC, FIC and FPHC rules (discussed under "United States
Federal Income Tax Considerations"), the gross amount of the Special
Distribution (before reduction for Canadian withholding taxes) will be taxable
to U.S. holders of Ultima Units as a dividend to the extent of Ultima's current
and accumulated earnings and profits, as determined under U.S. federal income
tax principles. Ultima stated in 2003 that it believed that it would qualify as
a PFIC for the year ended December 31, 2003. If this is the case, U.S. Holders
of Ultima Units would not be eligible for the reduced rate of taxation on the
Special Distribution that is applicable to dividends paid by certain qualified
foreign corporations.

For U.S. federal income tax purposes, the exchange of Ultima Units for
Petrofund Units has been structured to qualify as a reorganization under the
provisions of Section 368 (a) of the U.S. Internal Revenue Code of 1986, as
amended. The U.S. federal income tax treatment of the exchange to a U.S. Holder
of Ultima Units, however, will depend on whether Ultima has been a PFIC at any
time during which the U.S. Holder has held the Ultima Units. As discussed under
"United States Federal Income Tax Considerations", Ultima believes that it
should not be a PFIC for 2004. Because this conclusion is a factual
determination that is made annually and is subject to change, there can be no
assurances that Ultima will not be a PFIC for the current or any future taxable
year.

If Ultima has been a PFIC at any time during the time during which a
U.S. Holder has held Ultima Units, the exchange of Ultima Units for Petrofund
Units in the Merger should be a taxable transaction to the U.S. Holder. If
Ultima has not been a PFIC at any time during the time during which a U.S.
Holder has held Ultima Units, the U.S. Holder of Ultima Units should not be
required to recognize gain on the exchange of its Ultima Units for Petrofund
Units. If, contrary to Petrofund's current belief (discussed under "United
States Federal Income Tax Considerations"), Petrofund is determined to be a PFIC
for 2004, and Ultima has also been a PFIC at any time during which a U.S. Holder
has held Ultima Units, such a U.S. Holder of Ultima Units should not be required
to recognize gain on the exchange of its Ultima Units for Petrofund Units.

17



Edgar Filing: PETROFUND ENERGY TRUST - Form F-10

U.S. holders of Ultima Units are urged to consult their own tax
advisors regarding the U.S. federal income tax consequences of the Special
Distribution, the Merger, and ownership of Petrofund Units, as well as any
applicable state or foreign tax consequences.

See "United States Federal Income Tax Considerations".
Stock Exchange Listings

The currently outstanding Ultima Units are listed and posted for
trading on the TSX and the Petrofund Units are listed and posted for trading on
the TSX and the AMEX. On March 26, 2004, the last trading day prior to the date
of the announcement of the Merger, the closing price of the Petrofund Units on
the TSX was $17.14 per Petrofund Unit and on the AMEX was U.S.$12.97 per
Petrofund Unit. On March 26, 2004, the closing price of the Ultima Units on the
TSX was $7.47 per Ultima Unit. On April 29, 2004, the closing price of the
Petrofund Units on the TSX was $16.42 per Petrofund Unit and on the AMEX was
U.S5.$11.95 per Petrofund Unit. On April 29, 2004, the closing price of the
Ultima Units was $7.07 per Ultima Unit. Following the Closing Date of the
Merger, the Ultima Units will be delisted from the TSX. See "Stock Exchange

Listings", "Additional Information Regarding Ultima Energy Trust - Trust Unit
Price Range and Trading Volumes" and "Additional Information Regarding Petrofund
Energy Trust - Trust Unit Price Range and Trading Volumes"

Selected Pro Forma Information

The pro forma combined financial information set forth below and the
Unaudited Pro Forma Combined Financial Statements set forth in Appendix "D"
hereto are not necessarily indicative either of results of operations that would
have occurred in the year ended December 31, 2003 had the proposed Merger and
certain other adjustments been effected on January 1, 2003, or of the results of
operations expected in 2004 and future years. In preparing the pro forma
statements, no adjustments have been made to reflect the operating synergies and
the resulting cost savings expected to result from combining the operations of
Petrofund and Ultima.

Selected Pro Forma Combined Financial Information

The following table sets out certain financial information for
Petrofund and Ultima as at and for the year ended December 31, 2003 and for
Petrofund on a pro forma basis as at and for the year ended December 31, 2003
after giving effect to the Special Distribution and Merger and certain other
adjustments. The following is a summary only and must be read in conjunction
with the Unaudited Pro Forma Combined Financial Statements of Petrofund set
forth in Appendix "D" to this Information Circular.

As at and for the year ended December 31, 2003

Pro Forma
After Giving

Effect
Petrofund Ultima to the Merger
($ millions)
REVENUES .. ¢t ittt ettt teeeeeeeeannn 393.1 111.1 504.2
Cash f1owWw (1) cv e e e nneeeeeeeeeennnn. 187.6 54.9 245.8
Net income. ......c.cuiiiiiiinnnnnn. 85.8 12.3 62.0
Total assetS. vt ittt it eie e 943.9 326.5 1,522.2
Working capital (deficiency)....... (30.0) (8.2) (42.1)
Long term debt....... ... 110.3 73.1 193.7
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Unitholders' equity................ 649.2 208.4 1,102.0
_9_

Note:

(1) Management of Ultima Co uses cash flow (before changes in non-cash

Selected

working capital) to analyze financial performance, as one measure to
benchmark performance against peers, and as one measure to determine
distribution levels. Cash flow is calculated as net income for the
period plus charges to income not requiring an outlay of funds less
credits to net income not involving a source of funds. Cash flow as
presented does not have any standardized meaning prescribed by
Generally Accepted Accounting Principles in Canada ("GAAP") and
therefore it may not be comparable with the calculation of similar
measures by other entities. Cash flow as presented is not intended to

represent operating cash flows or operating profits for the period nor

should it be viewed as an alternative to cash flow from operating
activities, net income or other measures of financial performance
calculated in accordance with GAAP. All references to cash flow
throughout this report are based on cash flow before changes in
non-cash working capital.

Combined Operational Information

The following table sets out certain operational information for

Petrofund and Ultima on a pro forma combined basis after giving effect to the

Merger.
forth in

Further operational information concerning Petrofund and Ultima is set

their respective annual information forms which are attached as

Appendices "B" and "C" to this Information Circular.

Petrofund Ultima

Production (1)

Natural gas (MMcf/d) .....iieiiinenon.. 79.4 13.7

0il and NGLs (Bbls/d) ...iieiinnennn. 13,448 8,065

Total (BOE/A) (3) c vt ie it iieeiieeennnn 26,681 10,348
Reserves (2) (3)

Proved (MBOE) ¢t v vvtnsneeeeeeeneennnnn 81,762 30,725

Proved plus Probable (MBOE) ......... 102,030 41,377
Reserve Life Index (4)

Proved. .« v ittt e e e e e e e e e 8.4 years 8.1 years

Proved plus Probable................. 10.5 years 11.0 years
Undeveloped land (thousands of net acres)... 250,509 35,270

Notes:

Based on the 2004 forecast of proved plus probable production of each
of Petrofund and Ultima as estimated by the independent engineers of

each of Petrofund and Ultima in their respective reports of oil and gas

reserves as at December 31, 2003.

Combin
After Givin
to the V

93.1
21,51
37,02

112, 4
143, 4

19



Edgar Filing: PETROFUND ENERGY TRUST - Form F-10

Calculated on a gross basis before deducting royalties, without
including royalty interests, and based on the evaluations of the
independent engineers of each of Petrofund and Ultima as at December
31, 2003. The 11.7136% net royalty interest held by Ventures Trust in
the Weyburn Unit is treated as a working interest as Ultima is
responsible for its share of capital costs, operating costs, royalties
and abandonment costs.

BOEs may be misleading, particularly if used in isolation. A BOE
conversion of 6 mcf:1 bbl is based on an energy equivalency conversion
method primarily applicable at the burner tip and does not represent a
value equivalency at the wellhead.

Calculated as proved reserves or proved plus probable reserves, as the
case may be, divided by 2004 forecast of proved plus probable
production.

Pro Forma Combined Capitalization

The following table sets out the capitalization of Petrofund and Ultima

as at December 31, 2003, together with the pro forma combined capitalization of
Petrofund as at December 31, 2003 after giving effect to the Merger and certain
other adjustments. The following is a summary only and, where applicable, must
be read in conjunction with the Unaudited Pro Forma Combined Financial
Statements of Petrofund set forth in Appendix "D" to this Information Circular.

(100.1

_10_
As at December 31, 2003
Petrofund Ultima
Net debt ($ millions) (1) .....c.uiuieiiieinnennn. $140.3 $81.4
Units outstanding ($ millions) (2) .......... $1,031.2 $324.8
(73.6 million units) (57.6 million units)

Notes:
(1) Long term debt plus working capital deficiency as at December 31, 2003.

Ultima net debt also includes its deferred capital obligation relating

to the 11.7136% net royalty interest held by Ventures Trust in the

Weyburn Unit. Pro forma net debt reflects the payment of the Special

Distribution and excludes transaction costs.
(2) Units outstanding for Petrofund includes those issuable upon conversion

of outstanding exchangeable shares. Pro forma units outstanding
reflects exercise of all outstanding Ultima Rights.

11—
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GLOSSARY OF TERMS

The following is a glossary of certain terms used in this Information
Circular including the Summary hereof and the Appendices hereto; however, terms
and abbreviations used in the Appendices to this Information Circular, to the
extent that they are defined in an Appendix, shall have the meanings set forth
therein.

"AcquireCo" means Ultima Acquisitions Corp., a corporation incorporated under
the laws of the Province of Alberta;

"AcquireCo USA" means the amended and restated unanimous shareholder agreement
dated as of June 23, 1999, and among AcquireCo, Maximize, and TCBM, for and on
behalf of Ultima, as amended;

"Acquisition Proposal" has the meaning ascribed thereto in "Details of the
Merger - The Combination Agreement - Acquisition Proposal and Take-Over
Proposal";

"Assumed Liabilities" means the liabilities and obligations of Ultima, whether
or not reflected on the books of Ultima;

"AMEX" means the American Stock Exchange;

"CIBC World Markets" means CIBC World Markets Inc., financial advisor to Ultima
and Ultima Co;

"Closing" means closing of the transactions contemplated by the Combination
Agreement, anticipated to be on or about June 16, 2004;

"Closing Date" means the date upon which the Merger becomes effective,
anticipated to be on or about June 16, 2004, provided that, in the event any of
the conditions of closing contained in the Combination Agreement in favour of
Ultima or Petrofund have not been fulfilled or waived by such date, the Closing
Date shall be extended to a date mutually agreed by Ultima and Petrofund,
provided (i) the Merger shall become effective on a date which follows a record
date for the payment of a regular monthly cash distribution by Ultima to the
Ultima Unitholders and which precedes the next following record date for the
payment of a regular monthly cash distribution by Petrofund to the Petrofund
Unitholders and (ii) the date is no later than July 16, 2004, unless otherwise
agreed to by Ultima and Petrofund;

"Combination Agreement" means the combination agreement dated March 29, 2004, as
amended April 30, 2004, including any subsequent amendments thereto, between

Ultima, Ultima Co, Petrofund and Petrofund Co;

"Commissioner" means the Commissioner of Competition appointed pursuant to the
provisions of the Competition Act;

"Competition Act" means the Competition Act (Canada), as amended;

"Effective Time" means the effective time of the Merger;

"Exchange Ratio" means the ratio of 0.442 Petrofund Units for each Ultima Unit;
"Exempt Plans" means trusts governed by registered retirement savings plans,

registered retirement income funds, registered education savings plans and
deferred profit sharing plans as defined in the Tax Act;
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"Fairness Opinion" means the opinion of CIBC World Markets dated April 30, 2004
that the consideration to be received by Ultima Unitholders in connection with
the Special Distribution and Merger is fair, from a financial point of view, to
the Ultima Unitholders. A copy of the Fairness Opinion is attached to this
Information Circular as Appendix "E";

"Information Circular" means this proxy statement and information circular dated
April 30, 2004, together with all Appendices hereto and including the Summary
hereof, distributed by Ultima in connection with the Meeting;

"Management Agreement" means the amended and restated management agreement dated
as of August 31, 1997 among Maximize, Ultima Co, on its own behalf and on behalf
of Ventures Trust, AcquireCo, TCBM, for and on behalf of Ultima, and Maximum
Energy Corp. (as it existed at the time), as amended;

"Manager" means Ultima Management Inc., a corporation incorporated under the
laws of the Province of Alberta, which is the manager of Ultima, Ultima Co,
Ventures Trust and AcquireCo;

"Material Adverse Change" or "Material Adverse Effect" means, with respect to
any person, any matter or action that has an effect or change that is, or would
reasonably be expected to be, material and adverse to the business, operations,
assets, capitalization, financial condition or prospects of such person and its
subsidiaries, taken as a whole, other than any matter, action, effect or change
relating to or resulting from: (i) general economic, financial, currency
exchange, securities or commodity prices in Canada or elsewhere, (ii) conditions
affecting the oil and gas exploration, exploitation, development and production
industry as a whole, and not specifically relating to any person and/or its
subsidiaries or (iii) any decline in crude oil or natural gas prices on a
current or forward basis;

"Maximize" means Maximize Management Corp., a corporation incorporated under the
laws of the Province of Alberta, and the former manager of Ultima, Ultima Co,
Ventures Trust and AcquireCo;

"Meeting" means the special meeting of Ultima Unitholders to be held on June 4,
2004, and any adjournment thereof, at which, among other things, the Ultima
Unitholders will consider the Ultima Special Resolution;

"Merger" means the business combination of Ultima and Petrofund which will
provide for, inter alia, the transfer of all the Ultima Assets to Petrofund in
consideration of the Petrofund Payment Units and the assumption of the Assumed
Liabilities by Petrofund and the distribution of all Petrofund Payment Units to
the Ultima Unitholders as of the Effective Time upon, and as consideration for,
the redemption of all of the Ultima Units (other than the Ultima Remaining
Unit), all as contemplated in Section 132.2 of the Tax Act;

"person" includes any individual, firm, partnership, joint venture, venture
capital fund, association, trust, trustee, executor, administrator, legal
personal representative, estate group, body corporate, corporation,
unincorporated association or organization, governmental entity, syndicate or
other entity, whether or not having legal status;

"Petrofund" means Petrofund Energy Trust, a trust created under the laws of the
Province of Ontario;

"Petrofund Board of Directors" means the board of directors of Petrofund Co as
it may be comprised from time to time;
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"Petrofund Co" means Petrofund Corp., a corporation incorporated under the laws
of the Province of Alberta;

"Petrofund Parties" means Petrofund, Petrofund Co, 1518274 Ontario Limited, NCE
Petrofund Management Corp. and NCE Management Services Inc. and "Petrofund
Party" means any of them unless the context otherwise requires;

"Petrofund Payment Units" means the Petrofund Units issued to Ultima in
consideration of the sale and transfer of the Ultima Assets and the assumption
of the Assumed Liabilities by Petrofund;

"Petrofund Royalty" means the royalty granted by Petrofund Co to Petrofund
pursuant to the terms of the amended and restated royalty agreement dated as of
April 16, 2003 between Petrofund Co and Petrofund;

"Petrofund Unit" means a trust unit issued by Petrofund;

"Petrofund Unitholders" means, at the relevant time, the holders of Petrofund
Units;

"Record Date" means the record date set for the Meeting, being the close of
business on April 19, 2004;

"SEC" means the United States Securities and Exchange Commission;

"Special Distribution" means the one-time special cash distribution to Ultima
Unitholders in the aggregate amount of $10 million payable to holders of record
of Ultima Units on the business day immediately preceding the Closing Date;

"Support Agreements" means the agreements entered into between Petrofund and
each member of the Ultima Board of Directors and the senior officers of Ultima
Co, pursuant to which such directors and officers have agreed to vote the Ultima
Units held by them in favour of the Ultima Special Resolution;

"Take-Over Proposal" has the meaning ascribed thereto in "Details of the Merger
— The Combination Agreement - Acquisition Proposal and Take-Over Proposal";

"Tax Act" means the Income Tax Act (Canada) and the Income Tax Regulations, all
as amended from time to time;

"TCBM" means The Trust Company of Bank of Montreal;
"TSX" means the Toronto Stock Exchange;

"Ultima" means Ultima Energy Trust, a trust created under the laws of the
Province of Alberta;

"Ultima Assets" means all the property, assets and undertaking of Ultima of
whatsoever nature or kind, present and future, and wheresoever located,
including the shares, units, royalties, notes or other interests in the capital
of or granted by Ultima's direct subsidiaries and any rights to purchase assets,
properties or undertakings of third parties under agreements to purchase that
have not yet closed, if any, and whether or not reflected on the books of Ultima
(other than $10.00);

"Ultima Board of Directors" means the board of directors of Ultima Co as it may
be comprised from time to time;
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"Ultima Co" means Ultima Ventures Corp., a corporation incorporated under the
laws of the Province of Alberta;

"Ultima Co USA" means the unanimous shareholder agreement dated as of August 31,
1997 among Ultima Co, on its own behalf and for and on behalf of Ventures Trust,
Maximize, and TCBM, for and on behalf of Ultima, as amended;

"Ultima Employment Agreements" means the employment agreements, as amended,
between Ultima, Ultima Management Inc. and each of S. Brian Gieni, Ken G. Pinsky
and Michael P. Wihak;

"Ultima Energy" means Ultima Energy Inc., a corporation incorporated under the
laws of the Province of Alberta;

"Ultima Parties" means Ultima, Ultima Co, Ventures Trust, Ultima Energy,
AcquireCo and the Manager and "Ultima Party" means any of them unless the
context otherwise requires;

"Ultima Remaining Unit" means one Ultima Unit issued to Petrofund immediately
prior to the Effective Time of the Merger;

"Ultima Rights" means the rights to acquire Ultima Units granted under the
Ultima TURIP and pursuant to the Ultima Employment Agreements;

"Ultima Royalties" means the royalty granted by Ventures Trust to Ultima
pursuant to the terms of the amended and restated royalty agreement dated June
23, 1999, between Ultima Co and The Trust Company of Bank of Montreal in its
capacity as trustee of Ultima, as amended, and the royalty granted by Ultima
Energy to Ultima pursuant to the terms of the royalty agreement dated June 26,
2003, between Ultima Energy and Ultima Co on behalf of Ultima;

"Ultima Special Resolution" means the special resolution of Ultima Unitholders
to approve the Special Distribution and Merger;

"Ultima Trustee" means Computershare Trust Company of Canada, in its capacity as
the trustee under the Ultima Trust Indenture;

"Ultima Trust Indenture" means the amended and restated trust indenture
governing Ultima dated as of August 31, 1997, between Ultima Co, AcquireCo, The
Trust Company of Bank of Montreal, Maximum Energy Corp. and Glenn C.

Proudfoot, as amended;

"Ultima Unit" means a trust unit issued by Ultima;
"Ultima TURIP" means the Trust Unit Rights Incentive Plan of Ultima;

"Ultima Unitholders" means, at the relevant time, the holders of Ultima Units
other than Petrofund;

"Unitholder Indemnity Agreement" means the agreement between Ultima and
Petrofund to be entered into on the date of the payment of the Special
Distribution by Ultima pursuant to which Petrofund shall indemnify and save
Ultima Unitholders and annuitants under a plan of which a unitholder acts as a
trustee or carrier harmless from all and any costs, damages or expenses that may
be paid or incurred following any claim, suit or action taken by any other party
because of the failure of Petrofund to discharge and perform all or any of the

24



Edgar Filing: PETROFUND ENERGY TRUST - Form F-10

obligations, covenants, agreements and obligations forming part of the Assumed
Liabilities;
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"Ventures Trust" means Ultima Ventures Trust, a trust formed under the laws of
the Province of Alberta;

"Ventures Trust Indenture" means the trust indenture governing Ventures Trust
dated as of August 31, 1997 between Ultima Co in its capacity as trustee of
Ventures Trust and TCBM in its capacity as trustee of Ultima, as amended; and

"1933 Act" means the United States Securities Act of 1933, as amended.

-16—

ABBREVIATIONS

The following abbreviations are used in this Information Circular to
represent the following terms:

"API" means American Petroleum Institute;

"Bbl" means barrel and "Bbls" means barrels;

"Bbls/d" means barrels per day;

"Bcf" means 1,000,000,000 cubic feet;

"BOE" means barrels of oil equivalent, with natural gas converted at 6 Mcf of
natural gas per Bbl of oil, unless otherwise stated;

"BOE/d" means barrels of oil equivalent per day, with natural gas converted at
Mcf of gas per Bbl of oil, unless otherwise stated;

"GJ" means gigajoule;

"m3" means cubic metre;

"Mbbls" means 1,000 barrels;

"MBOE" means 1,000 barrels of oil equivalent, with natural gas converted at 6
Mcf of gas per Bbl of oil, unless otherwise stated;

"Mcf" means 1,000 cubic feet;

"Mcf/d" means 1,000 cubic feet per day;

"M1t" means one thousand long tons or 2,240,000 pounds;

"MMbbls" means, 1,000,000 barrels;

"MMBTU" means 1,000,000 British Thermal Units;

"MMcf" means 1,000,000 cubic feet;

"MMcf/d" means 1,000,000 cubic feet per day;

"NGLs" or "liquids" means natural gas liquids;

"WI" means working interest;

"WTI" means West Texas Intermediate, the benchmark crude for pricing purposes;
and

"000s" means thousands of dollars;

BOE's may be misleading, particularly if used in isolation. A BOE
conversion ratio of 6 Mcf: 1 Bbl is based on an energy equivalency conversion
method primarily applicable at the burner tip and does not represent a value
equivalency at the wellhead.

CONVERSION

The following table sets forth certain standard conversions between
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(or metric units).

To Convert From To Multiply By
Mcf cubic metres 28.174
cubic metres cubic feet 35.494
Bbls cubic metres 0.159
cubic metres Bbls 6.289
feet metres 0.305
metres feet 3.281
miles kilometers 1.609
kilometers miles 0.621
acres hectares 0.405
hectares acres 2.471

PART

AND ANNUAL AND SPECIAL MEETING MATTERS
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I - GENERAL PROXY MATERIALS

SOLICITATION OF PROXIES

This Information Circular is furnished in connection with the
solicitation of proxies on behalf of Ultima by the management of the Manager for

use at the Meeting.
conference level at 350
2004 at 10:30 a.m.

- 7th Avenue S.W.,
(Calgary time)

Calgary,

The Meeting will be held in the Chambers Room located on the
Alberta on Friday, June 4,
for the purposes set forth in the Notice of

Annual and Special Meeting of the Ultima Unitholders accompanying this

Information Circular.

It is expected that such solicitation will be primarily by

mail. Proxies may also be solicited personally by officers of the Manager at

nominal cost.
reimbursed by Ultima.
given as of April 30,

Manager and
Circular is

The cost of solicitation on behalf of Ultima will be borne by the
The information contained in this Information
2004 except where otherwise indicated.

In addition, Ultima has retained Georgeson Shareholder Communications
Canada Inc. ("Georgeson Shareholder"), 66 Wellington Street West, TD Tower,
Suite 5210, Toronto Dominion Centre, P.O. Box 240, Toronto, Ontario, M5K 1J3 at

a fee of approximately $40,000 plus out-of-pocket expenses to aid in the
solicitation of proxies from individual and institutional investors in Canada

and the United States.

If you have questions about the information contained in

this Information Circular or require assistance in completing your form of proxy

(printed on blue paper)

or letter of transmittal

please call Georgeson Shareholder at 1-866-800-4722.

APPOINTMENT OF PROXIES

(printed on yellow paper),

Those Ultima Unitholders who wish to be represented at the Meeting by
proxy must complete and deliver a proper form of proxy to Computershare Trust
Company of Canada by mail or facsimile to Computershare Trust Company of Canada,

100 University Avenue,
envelope is enclosed),
must be received by the Ultima Trustee at least 24 hours,

Sundays and holidays, prior to the time of the Meeting or any adjournment

thereof.

9th Floor,
fax number:

Toronto,
905-771-4414.

Ontario,

M5J 2Y1

(a self-addressed
In order to be valid, proxies
excluding Saturdays,

The document appointing a proxy must be in writing and completed and
signed by the Ultima Unitholder or his or her attorney authorized in writing or,
if the Unitholder is a corporation, under its corporate seal or by an officer or
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attorney thereof duly authorized. Persons signing as officers, attorneys,
executors, administrators, trustees, etc. should so indicate and provide
satisfactory evidence of such authority.

The persons named as proxyholders in the enclosed form of proxy, S.
Brian Gieni and Gary Lee, are directors of Ultima Co, Ultima Energy, AcquireCo
and the Manager. Mr. Gieni is also the President and Chief Executive Officer of
Ultima Co, Ultima Energy, AcquireCo and the Manager. An Ultima Unitholder
desiring to appoint some other person as his or her representative at the
Meeting may do so by either: (i) crossing out the names of the management
nominees AND legibly printing the other person's name (who need not be an Ultima
Unitholder) in the blank space provided in the enclosed form of proxy; or (ii)
completing another valid form of proxy. In either case, the completed proxy must
be delivered to the Ultima Trustee at the place and within the time specified
above for the deposit of proxies.

-18-

REVOCATION OF PROXIES

An Ultima Unitholder who has given a proxy has the power to revoke it
before the proxy is exercised. In addition to revocation in any other manner
permitted by law, an Ultima Unitholder may revoke the proxy with an instrument
in writing signed and delivered to the Ultima Trustee at any time up to and
including the last business day preceding the date of the Meeting or any
adjournment thereof or deposited with the Chairman of the Meeting on the day of
the Meeting or any adjournment thereof prior to the commencement of the Meeting.
The document used to revoke a proxy must be in writing and completed and signed
by the Ultima Unitholder or his or her attorney authorized in writing or, if the
Ultima Unitholder is a corporation, under its corporate seal or by an officer or
duly authorized attorney thereof. As well, an Ultima Unitholder who has given a
proxy may attend the Meeting in person (or where the Ultima Unitholder is a
corporation, its authorized representative may attend), revoke the proxy (by
indicating such intention to the Chairman of the Meeting before the proxy is
exercised) and vote in person (or abstain from voting).

EXERCISE OF DISCRETION WITH RESPECT TO PROXIES

The Ultima Units represented by the enclosed proxy will be voted or
withheld from voting on any motion, by ballot or otherwise, in accordance with
any indicated instructions. In the absence of such direction, such Ultima Units
will be voted FOR the resolutions referred to in the proxy. If any amendment or
variation to the matters identified in the Notice is proposed at the Meeting or
any adjournment thereof, or if any other matters properly come before the
Meeting or any adjournment thereof, the enclosed proxy confers discretionary
authority to vote on such amendments or variations or such other matters
according to the best judgment of the appointed proxyholder. As at the date of
this Information Circular, none of the Ultima Trustee, in its capacity as
trustee of Ultima, Ultima Co, Ultima Energy, AcquireCo or the Manager is aware
of any other amendments or variations or other matters to come before the
Meeting.

ADVICE TO BENEFICIAL HOLDERS OF ULTIMA UNITS

The information set forth in this section is of significant importance
to many holders of Ultima Units, as a substantial number of Ultima Unitholders
do not hold their Ultima Units in their own name. Ultima Unitholders who do not
hold their Ultima Units in their own name (referred to herein as "Beneficial
Unitholders") should note that only proxies deposited by Ultima Unitholders
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whose names appear on the records of Ultima as the registered holders of Ultima
Units can be recognized and acted upon at the Meeting. If Ultima Units are
listed in an account statement provided to an Ultima Unitholder by a broker,
then, in almost all cases, those Ultima Units will not be registered in the
Ultima Unitholder's name on the records of the Ultima. Such Ultima Units will
more likely be registered under the name of the Ultima Unitholder's broker or an
agent of that broker. In Canada, the vast majority of such Ultima Units are
registered under the name of CDS & Co. (the registration name for The Canadian
Depository for Securities, which acts as nominee for many Canadian brokerage
firms). Ultima Units held by brokers or their agents or nominees can only be
voted (for or against resolutions) upon the instructions of the Beneficial
Unitholder. Without specific instructions, a broker and its agents and nominees
are prohibited from voting Ultima Units for the broker's clients. Therefore,
Beneficial Unitholders should ensure that instructions respecting the voting of
their Ultima Units are communicated to the appropriate person or that the Ultima
Units are duly registered in their name.

-19-

Applicable Canadian regulatory policy requires intermediaries/brokers
to seek voting instructions from Beneficial Unitholders in advance of meetings.
Every intermediary/broker has its own mailing procedures and provides its own
return instructions to clients, which should be carefully followed by Beneficial
Unitholders in order to ensure that their Ultima Units are voted at the Meeting.
Often, the form of proxy supplied to a Beneficial Unitholder by its broker (or
the agent of the broker) is identical to the form of proxy provided to
registered Ultima Unitholders. However, its purpose is limited to instructing
the registered Ultima Unitholder (the broker or agent of the broker) how to vote
on behalf of the Beneficial Unitholder. In Canada, the majority of brokers now
delegate responsibility for obtaining instructions from clients to the ADP
Investor Communications Corporation ("ADP"). In most cases, ADP mails a
scannable voting instruction form in lieu of the form of proxy provided by
Ultima, and asks Beneficial Unitholders to return the voting instruction form to
ADP. Alternatively, Beneficial Unitholders can either call their toll-free
telephone number to vote their Ultima Units, or access ADP's dedicated voting
website at www.proxyvotecanada.com to deliver their voting instructions. ADP
then tabulates the results of all instructions received and provides appropriate
instructions respecting the voting of Ultima Units to be represented at the
Meeting. A Beneficial Unitholder receiving a voting instruction form from ADP
cannot use that form to vote Ultima Units directly at the Meeting - the voting
instruction form must be returned to ADP or, alternatively, instructions must be
received by ADP well in advance of the Meeting in order to have such Ultima
Units voted.

Although a Beneficial Unitholder may not be recognized directly at the
Meeting for the purposes of voting Ultima Units registered in the name of his
broker (or an agent of the broker), a Beneficial Unitholder may attend the
Meeting as proxyholder for the registered Ultima Unitholder and vote the Ultima
Units in that capacity. A Beneficial Unitholder who wishes to attend the Meeting
and indirectly vote his Ultima Units as proxyholder for the registered Ultima
Unitholder, should enter his own name in the blank space on the form of proxy
provided to him and return the same to his broker (or broker's agent) in
accordance with the instructions provided by such broker (or agent), well in
advance of the Meeting.

VOTING SECURITIES AND PRINCIPAL HOLDERS OF VOTING SECURITIES

The Ultima Unitholders are the sole beneficiaries of Ultima. On a show
of hands, every Ultima Unitholder present in person or represented by proxy (and
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entitled to vote) has one vote. On a poll or ballot, every Ultima Unitholder
present in person or by proxy has one vote for each Ultima Unit held. All votes
on special resolutions will be conducted by a poll and no demand for a poll is
required. As at April 19, 2004 (the "Record Date"), Ultima had 57,807,357 issued
and outstanding Ultima Units. Ultima Unitholders of record as of the Record Date
are entitled to receive the Notice and attend and vote at the Meeting.

Holders of Ultima Units issued subsequent to the date of this
Information Circular and prior to the date of the Meeting are also entitled to
attend and vote at the Meeting. If an Ultima Unitholder has transferred the
ownership of any of his, her or its Ultima Units after the Record Date and the
transferee of those Ultima Units produces properly endorsed certificates or
otherwise establishes that he, she or it owns the Ultima Units and demands, not
later than 10 days before the Meeting, that his or her name be included in the
list before the Meeting, then the transferee shall be entitled to vote such
Ultima Units at the Meeting.

As at the date of this Information Circular and to the best of the
knowledge of the directors and senior officers of Ultima Co, AcquireCo and the
Manager, no person or company beneficially owns, directly or indirectly, or
exercises control or direction over, more than 10% of the issued and outstanding
Ultima Units.
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ANNUAL MEETING MATTERS

The election of the directors of each of Ultima Co and AcquireCo in
this "Annual Meeting Matters" section will be effective until such time as the
Merger is approved and completed, after which time the nominees of Petrofund
shall form the board of directors of each of Ultima Co and AcquireCo. If the
Merger is not completed, the matters acted upon in this "Annual Meeting Matters"
section shall be effective until the next annual meeting of Ultima Unitholders
or otherwise as described below.

Consideration of Financial Statements

The consolidated financial statements of Ultima for the year ended
December 31, 2003, together with the auditors' report thereon, have been mailed
to Ultima Unitholders as part of this Information Circular. See "Comparative
Audited Consolidated Financial Statements as at and for the years ended December
31, 2003 and 2002, together with the auditors' report thereon" in Appendix "C"
of this Information Circular.

Election of Directors Until Completion to the Merger

The persons named as proxyvholders in the enclosed form of proxy intend
to vote FOR the election of the persons listed in the following table as
directors of each of Ultima Co and AcquireCo. Each such director will hold
office until the next annual meeting of the Ultima Unitholders or until his
successor is duly elected or appointed in accordance with: (i) in the case of
Ultima Co, the by-laws of Ultima Co and the Ultima Co USA; or (ii) in the case
of AcquireCo, the by-laws of AcquireCo and the AcquireCo USA. If the proposed
Merger is completed in accordance with its terms, the directors of Ultima Co and
AcquireCo named below will resign and cease to hold office on the Closing Date.

The following table and notes thereto state the names of the persons to

be nominated for election by the Ultima Unitholders as directors of each of
Ultima Co and AcquireCo, their current principal occupations, the periods during
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which they have served as directors,

and the number of Ultima Units owned

beneficially or subject to each of their control or direction as at April 19,

2004.

Name and Municipality
of Residence

Marshall M. Williams (1)
Calgary, Alberta

Arthur E. Dumont (3)
Calgary, Alberta

S. Brian Gieni (4)
Calgary, Alberta
John M. Gunn (5)

Calgary, Alberta

Henry R. Lawrie (6)
Calgary, Alberta

Gary Lee(7)
Calgary, Alberta

David Tuer (9)
Calgary, Alberta

Notes:

Principal Occupation

Businessman; Chairman of the Boards of
directors of Ultima Co and AcquireCo

Chairman and Chief Executive Officer of
Technicoil Corporation

President and Chief Executive Officer
of the Manager, Ultima Co, Ultima

Energy and AcquireCo

Chief Executive Officer and Chief
Financial Officer of Tango Energy Inc.
Businessman

Director of North West Capital Inc.

Chairman and Chief Executive Officer of
Hawker Resources Inc.

21—

Trust U
or Bene

Director Since

August 1997 (2)

June 2001

December 2000

November 1999

May 2003

December 2000

May 2003

(1) Mr. Williams is a former Chairman of Alberta Treasury Branches. He has
also served as Chairman of the Board and as a director of TransAlta

Corporation, and as a director of Stelco Inc.

Life Assurance from 1978 to 1995.

from 1984 to 1996 and Sun

(2) Mr. Williams was appointed to the Boards of directors of Ultima Co and
AcquireCo in August 1997 in connection with a reorganization of Ultima.

Prior thereto,

Energy Corp.,

presently held by Ventures Trust.

Williams had been elected as a director of Maximum
the corporate entity which held the initial properties

(3) Mr. Dumont has been the President and Chief Executive Officer of

Technicoil Corporation since October 2000. Prior thereto, Mr.

Dumont

was President and Chief Executive Officer of CenAlta Energy Services
and its predecessor companies from November 1998 until October 2000. He

has also worked in senior roles at Western Rock Bit Company,

Precision

Drilling Corporation, Kenting Energy Services Inc. and Trimac Limited.

(4) Mr. Gieni is a finance and accounting professional who was employed in
various senior management capacities at PanCanadian Petroleum Limited
between 1997 and 2000. Prior to that, he was President and Chief

Executive Officer and a director of Grantham Resources Inc.,

a junior
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resource company listed on the Alberta Stock Exchange.

(5) Mr. Gunn has been the Chief Executive Officer and Chief Financial
Officer of Tango Energy Inc. (a TSX-listed oil and gas company) since
March 2002. Prior thereto, Mr. Gunn was the Chairman of Renata
Resources Inc., formerly a TSX-listed oil and gas company, from 1996
until it was acquired in 2000. Prior thereto, Mr. Gunn was President
and Chief Executive Officer of Ballistic Energy Corporation (formerly a
TSX-listed oil and gas company) .

(6) Mr. Lawrie is a Chartered Accountant - FCA. From July 1997 to February
2001 Mr. Lawrie was the Chief Accountant of the Alberta Securities
Commission. Prior to that, Mr. Lawrie spent 35 years as a Chartered
Accountant with PricewaterhouseCoopers and acted as managing partner of
the Calgary office before retiring in 1997.

(7) Mr. Lee is a director and officer of North West Capital Inc. Prior to
that, he was a partner with Hoar, Lee, Boers, Barristers and
Solicitors, until December 1998.

(8) The Ultima Units are held by a company of which Mr. Lee is the sole
director and a shareholder.

(9) Mr. Tuer has been Chairman and Chief Executive Officer of Hawker
Resources Inc. since January 2003 and Chairman of the Calgary Health
Region since October 2001. From December 1994 until October 2001, Mr.
Tuer was President and Chief Executive Officer of PanCanadian Energy
Corporation. Prior thereto, he worked in various senior roles at
PanCanadian Petroleum Limited and for the Alberta Government.

Each of the Ultima Board of Directors and the board of directors of
AcquireCo has appointed a compensation committee, reserves committee, audit
committee and corporate governance committee. See "Additional Information
Regarding Ultima Energy Trust - Statement of Corporate Governance Practices -
Committees of the Boards" for a description of such committees. Neither board of
directors has appointed an executive committee.

Appointment of Auditors Until Completion of the Merger

The Ultima Trust Indenture provides that the Ultima Unitholders shall
appoint the auditors of Ultima at each annual meeting of Ultima Unitholders.
Both the Ultima Co USA and the AcquireCo USA provide that the Unitholders shall
likewise appoint the auditors of Ultima Co and AcquireCo, respectively, at each
annual meeting of Unitholders. The Ventures Trust Indenture provides that the
Ultima Unitholders shall also appoint auditors of Ventures Trust at each annual
meeting of Ultima Unitholders. Deloitte & Touche LLP was appointed as auditors
of Ultima, Ventures Trust, Ultima Co and AcquireCo on May 27, 2002.

The persons named in the enclosed form of proxy intend to vote FOR the
re—appointment of Deloitte & Touche LLP as auditors of Ultima, Ventures Trust,
Ultima Co and AcquireCo, respectively, to hold such office until the next annual
meeting of the Ultima Unitholders and at a remuneration to be fixed by the
directors of Ultima Co and AcquireCo.

PART ITI - THE MERGER
Background to the Merger
In the normal course, Ultima continually examines opportunities to

advance the interests of its unitholders and to advance unitholder value. In
January 2004, the Ultima Board of Directors, after
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considering the business and operations of Ultima, on both a historical and
prospective basis, the current industry, economic and market conditions,
including an anticipated consolidation in the oil and gas trust market,
commenced a strategic analysis of Ultima's position and the alternatives
available to Ultima.

In assessing the alternatives available to Ultima, Ultima retained CIBC
World Markets effective January 19, 2004. CIBC World Markets presented the
Ultima Board of Directors with a list of industry participants which, by virtue
of their objectives, goals, valuation, market trading levels and corporate
governance policies were most likely to have the ability and interest to enter
into a favourable strategic transaction with Ultima. The Ultima Board of
Directors and CIBC World Markets reviewed, discussed and agreed upon the list of
likely industry participants. A number of these industry participants were
approached and were provided with access to certain non-public information
relating to Ultima and its business and affairs under the terms of a
confidentiality agreement.

Discussions took place with the potential candidates during late
February and early March. Certain of the potential candidates, including
Petrofund, were provided with access to a confidential data room established by
Ultima. As a result of this process, a written, non-binding proposal was
received from Petrofund. On March 18, 2004, the Ultima Board of Directors met
with CIBC World Markets and its legal advisors, Bennett Jones LLP, and reviewed
Petrofund's proposal in detail. Up to this date, the Ultima Board of Directors
had met on numerous occasions, both formally and informally, to receive updates
from Bennett Jones LLP and CIBC World Markets, and to review the process.

The Ultima Board of Directors received financial advice from CIBC World
Markets on the proposal by Petrofund and reviewed with them and Bennett Jones
LLP the structure and terms of the proposal. The Ultima Board of Directors
authorized management to continue to negotiate the terms of the non-binding
proposal with Petrofund and, subject to certain terms and provisions being
included in the proposal, authorized the entering into of the proposal on behalf
of Ultima. The proposal was entered into on March 19, 2004. The proposal
provided for a period of exclusivity to March 30, 2004, indicated preliminary
terms of a combination and outlined certain outstanding due diligence
procedures. The terms of any combination were subject to completion of due
diligence by Ultima and Petrofund, final negotiations and the approval of each
of the Ultima Board of Directors and Petrofund Board of Directors.

Between March 22, 2004 and March 28, 2004, discussions and negotiations
continued between representatives of Ultima and representatives of Petrofund
with respect to price, conditions to the Merger and the terms of the Combination
Agreement.

The Ultima Board of Directors met during the afternoon of March 28,
2004. CIBC World Markets provided the Ultima Board of Directors with financial
advice regarding the proposed Merger and the Special Distribution, including its
view as to the fairness, from a financial point of view, of the consideration to
be received by the Ultima Unitholders under the proposal. Bennett Jones LLP
provided advice on the structure of the transaction and the terms of the draft
Combination Agreement. The Ultima Board of Directors reviewed the terms of the
draft Combination Agreement, discussed with its counsel a number of issues
arising in respect of the Combination Agreement and fully considered its duties
and responsibilities to holders of Ultima Units. The Ultima Board of Directors
approved the Combination Agreement and unanimously determined that the Special
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Distribution and Merger are in the best interest of Ultima and Ultima
Unitholders and resolved to unanimously recommend that the Ultima Unitholders
vote in favour of the Special Distribution and Merger.

The Combination Agreement was executed in the morning of March 29,
2004, and the transaction was publicly announced before markets opened on March
29, 2004. Thereafter, the Support Agreements were executed by each member of the
Ultima Board of Directors and each senior officer of Ultima.

—-23—

On April 30, 2004, the Ultima Board of Directors met again, approved an
amending agreement to the Combination Agreement, reconfirmed its recommendation
respecting the Special Distribution and Merger and approved the contents of this
Information Circular.

Reasons for the Merger

The Ultima Board of Directors believes that the principal advantages of
the Merger to Ultima Unitholders are as follows:

1. the Merger will improve access of the combined entity to capital
markets in both Canada and the United States due to the increased size
and liquidity of the combined entity which should provide the combined
entity a more competitive cost of capital and an improved ability to
compete for and finance future acquisitions;

2. after giving effect to the Merger, former holders of Ultima Units will
hold interests in a much broader and more diversified group of
properties and product mix;

3. the Merger will permit Ultima Unitholders to benefit from Petrofund's
broader suite of internal growth opportunities through Petrofund's
large undeveloped land base and prospect inventory;

4. the Merger will create a trust with larger market capitalization on two
stock exchanges that should result in increased market liquidity for
Ultima Unitholders; and

5. the Merger is expected to eliminate the duplication of costs and
services which arises from administering two separate trusts.

The Merger will result in a combined entity with a larger market
capitalization (approximately four times the current market capitalization of
Ultima) which is expected to improve access of the combined entity to capital
markets at a more competitive cost of capital. As a result, it is anticipated
that the ability to compete for and finance future acquisitions will be
strengthened.

As a result of the Merger, Ultima Unitholders will hold Petrofund Units
with a market capitalization, based on current prices, of an aggregate of
approximately $1.64 billion. Proved plus probable reserves (calculated on a
gross basis before deducting royalties and without including royalty interests)
attributable to Petrofund following the Merger will be approximately 143,400
MBOE. Total production attributable to Petrofund following the Merger is
expected to be approximately 21,500 Bbls/d of crude oil and NGLs and 93.1 MMcf/d
of natural gas, for total gross production of approximately 37,000 BOE/d.
Management of Ultima also anticipates that a larger and more diversified group
of properties will reduce the production risk to which Ultima, as a smaller
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producer, 1is currently exposed.

The Merger, if approved, 1s expected to enhance the liquidity to the
former holders of Ultima Units as the Merger will result in approximately
100,129,910 Petrofund Units (assuming that all outstanding exchangeable shares
of Petrofund Co are exchanged for Petrofund Units) being issued and outstanding
and listed for trading on the TSX and the AMEX with a larger investor base,
which management of Ultima anticipates will result in a more efficient market
for the former holders of Ultima Units.

Administrative cost savings will be realized by eliminating the
duplication of certain third party costs, as well as internal administrative
costs, arising from managing and reporting for two separate trusts. Costs such
as trustee and transfer agency fees, audit fees, mailing and reporting costs and
exchange listing fees are higher for the two separate entities than are expected
for one consolidated entity. The Merger
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will eliminate the internal costs associated with segregating and maintaining
separate books and records, bank accounts and property interests for the two
separate entities.

Recommendation of the Ultima Board of Directors

The Ultima Board of Directors has determined unanimously that the
Special Distribution and Merger are in the best interests of Ultima and the
Ultima Unitholders and unanimously recommends that Ultima Unitholders vote in
favour of the Ultima Special Resolution. In coming to its conclusion and
recommendation, the Ultima Board of Directors considered a number of factors
including the following:

(a) the expectation that the Merger will result in a mutual fund trust
that is financially and operationally stronger than Ultima,
enabling it to more effectively participate and compete in the
acquisition and development of oil and natural gas properties and
the production and marketing of oil and natural gas under a
variety of economic conditions;

(b) the improved liquidity of the investment anticipated for Ultima
Unitholders and the improved access to capital for the combined
entity that is expected to result from the increase in the market
capitalization of the combined entity;

(c) the Fairness Opinion from CIBC World Markets;

(d) the Special Distribution;

(e) the timing of the record dates for monthly distributions of each
of Ultima and Petrofund and the Closing Date;

(f) the increased efficiencies that are expected to result in reduced
general and administrative costs on a per BOE basis;

(g) that the Merger will enable Ultima Unitholders to continue to
participate in a larger oil and gas royalty trust with a proven

management team;

(h) increased diversification and property synergies that are
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anticipated to result from the combination of the high quality
asset bases of each of Ultima and Petrofund;

(1) the increased exposure to a broader suite of internal growth
opportunities through Petrofund's large undeveloped land base and
prospect inventory;

(3) information concerning the financial condition, results of
operations, business, plans and prospects of the Petrofund Parties
and the Ultima Parties and the resulting potential for enhanced
business efficiency, management, effectiveness and financial
results of the combined entity; and

(k) the historical and current trading prices of the Petrofund Units
and Ultima Units.

The Ultima Board of Directors believes the Special Distribution and Merger is
in the best interests of Ultima and Ultima Unitholders and therefore
unanimously recommends that Ultima Unitholders vote FOR the Ultima Special

Resolution.

The Ultima Special Resolution requires the approval of holders of not
less than 66 2/3% of the Ultima Units represented at the Meeting which are voted
in respect of the resolution in person or by proxy. See "Interests of Insiders
in the Merger and Intentions of Certain Insiders".

It is the intention of the persons named in the enclosed Form of Proxy,
if not expressly directed to the contrary in such Form of Proxy, to vote such
proxy in favour of the Ultima Special Resolution set forth in the attached
Appendix "A".

EFFECT OF THE MERGER UPON ULTIMA UNITHOLDERS
General

After giving effect to the Merger, Petrofund will have acquired all of
the Ultima Assets and assumed all of the Assumed Liabilities, and former Ultima
Unitholders will become holders of Petrofund Units on the basis of 0.442 of a
Petrofund Unit for each issued and outstanding Ultima Unit. The Merger is
structured to be a tax deferred event such that the exchange of Ultima Units for
Petrofund Units will not result in a taxable event to Ultima Unitholders for
Canadian tax purposes. See "Canadian Income Tax Considerations".

Assuming completion of the Merger whereby all Ultima Unitholders
receive Petrofund Units for their Ultima Units, there will be approximately
99,233,252 Petrofund Units issued and outstanding, subject to changes due to the
exercise of outstanding Ultima Rights and the rounding to the nearest whole
number of fractional Petrofund Units and assuming that all outstanding
exchangeable shares of Petrofund Co are exchanged for Petrofund Units.
Immediately following the Merger and assuming that all of the outstanding
exchangeable shares of Petrofund Co are exchanged for Petrofund Units, current
Petrofund Unitholders will hold approximately 73,682,400 Petrofund Units,
representing approximately 74% of the issued and outstanding Petrofund Units,
and former holders of Ultima Units will hold approximately 25,550,852 Petrofund
Units, representing approximately 26% of the issued and outstanding Petrofund
Units. As of April 19, 2004, a total of approximately 2,028,639 Ultima Rights
were outstanding which, based on the adjustment provisions, the Ultima
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Employment Agreements and the Exchange Ratio, could result in an additional
896, 658 Petrofund Units being issued to former securityholders of Ultima in
connection with the Merger.

Special Distribution

If the Ultima Special Resolution is approved at the Meeting, a record
date will be announced for the Special Distribution. Ultima Unitholders of
record on the record date set for the Special Distribution will be entitled to a
distribution from Ultima in the amount of $10 million divided by the number of
Ultima Units outstanding on such record date (or approximately $0.17 per Ultima
Unit assuming 59,835,996 Ultima Units are outstanding). The record date will be
the date which is at least seven business days following approval of the Ultima
Special Resolution, but which will be not later than the business day
immediately prior to the Closing Date of the Merger. Therefore, if the Meeting
is held as currently proposed on June 4, 2004 and the Closing Date is held as
currently proposed on June 16, 2004, the record date for the Special
Distribution will be June 15, 2004. Ultima will issue a press release announcing
the actual record date for the Special Distribution at least seven business days
prior to the record date. It is possible that the Special Distribution is
approved by the Ultima Unitholders and paid by Ultima on the business day prior
to the Closing Date and that the Merger is not completed.
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Treatment of Ultima Rights

In connection with the Merger, the Ultima Board of Directors, on behalf
of Ultima, resolved to accelerate the vesting of the Ultima Rights immediately
prior to the record date of the Special Distribution so that Ultima Rights may
be exercised prior to the payment of the Special Distribution. Subject to the
pre—-existing rights of certain executive officers of Ultima Co as set forth in
their respective Ultima Employment Agreements, Ultima has agreed to use its
reasonable commercial efforts to ensure that any Ultima Rights that are not
exercised on or prior to the Effective Time are terminated or surrendered
without the payment of any consideration therefor unless consented to by
Petrofund, acting reasonably. In order to facilitate the exercise of Ultima
Rights prior to the Effective Time, Ultima and Petrofund have agreed to
implement such policies and procedures (including the lending of sufficient
funds for an agreed upon limited period to the holders of Ultima Rights to allow
for the exercise of the Ultima Rights by such holders prior to the Effective
Time provided the person providing the funds required to exercise such Ultima
Rights is granted sufficient security in exchange therefor) to allow for the due
exercise of Ultima Rights on or prior to the record date of the Special
Distribution.

Effect on Distributions

Distributions paid to Ultima Unitholders for the months of April and
May 2004 will not be affected by the proposed Merger and will be paid in the
usual manner. Therefore, Ultima Unitholders of record on April 30, 2004 and May
31, 2004 will receive their regular monthly cash distribution from Ultima on May
17, 2004 and June 15, 2004, respectively. Assuming the Merger becomes effective
on June 16, 2004, Petrofund Unitholders of record on June 16, 2004, including
former Ultima Unitholders, will receive a cash distribution from Petrofund on
June 30, 2004, and will receive monthly distributions from Petrofund in a
similar manner in the future. Former Ultima Unitholders who are Petrofund
Unitholders of record on June 16, 2004 (and any subsequent record date for
distributions to Petrofund Unitholders) will be entitled to receive
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distributions from Petrofund following the Closing Date of the Merger without
any further action required on their part provided they have exchanged their

certificates representing Ultima Units for Petrofund Units on or prior to the
sixth anniversary of the Closing Date. See "Exchange of Ultima Certificates"

below.

Exchange of Ultima Certificates

After the Closing Date, certificates formerly representing Ultima Units
shall only represent the right to receive Petrofund Units which a former Ultima
Unitholder is, except as set forth below, entitled to receive pursuant to the
Merger.

A form of letter of transmittal (printed on yellow paper) containing
instructions with respect to the surrender of certificates representing Ultima
Units has been forwarded to registered Ultima Unitholders for use in exchanging
their certificates. Upon surrender of properly completed letters of transmittal
together with certificates representing Ultima Units to Computershare Trust
Company of Canada, certificates for the appropriate number of Petrofund Units
will be issued, subject to any withholdings as required by law.

No fractional Petrofund Units shall be issued to former Ultima
Unitholders pursuant to the Merger. In the event that the Exchange Ratio would
otherwise result in an Ultima Unitholder being entitled to a fractional
Petrofund Unit, an adjustment will be made to the nearest whole number of
Petrofund Units and a certificate representing the resulting whole number of
Petrofund Units will be issued. In calculating such fractional interests, all
Ultima Units held by a registered holder of Ultima Units immediately prior to
the Closing Date shall be aggregated.
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The Combination Agreement provides that any certificate representing
Ultima Units that is not validly deposited with Computershare Trust Company of
Canada within six years of the Closing Date shall cease to represent a claim or
interest of any kind or nature in Petrofund, and the Petrofund Units to which
the holder of such certificate would have otherwise been entitled shall be
deemed to have been surrendered to Petrofund, together with all entitlements to
distributions and interest thereon held for such holder.

DETAILS OF THE MERGER

On March 29, 2004, Ultima, Ultima Co, Petrofund and Petrofund Co,
entered into the Combination Agreement whereby they agreed to combine the
operations of Ultima and Petrofund. See "The Combination Agreement". The Merger
will become effective on the Closing Date which is expected to be on or about
June 16, 2004. The following procedural steps must occur in order for the Merger
to become effective:

(a) the Merger must be approved by the Ultima Unitholders in the
manner described below under "The Combination Agreement -
Unitholder Approval";

(b) all conditions precedent to the Merger, as set forth below under
"The Combination Agreement - Conditions of the Special
Distribution and Merger", must be satisfied or waived by the
appropriate party; and

(c) all agreements which are required in order to implement the Merger
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must be executed by the appropriate parties at Closing.

On the Closing Date, each of the events set out below shall occur and
be deemed to occur immediately at the Effective Time in the sequence set out
below:

1. the Ultima Trust Indenture and any other constating documents of the
Ultima Parties will be amended to the extent necessary to facilitate
the Merger;

2. Ultima will sell, transfer, convey, assign and deliver to Petrofund,
and Petrofund will purchase and accept from Ultima, all of the Ultima
Assets, as the same exist at the Effective Time;

3. Petrofund will (i) assume and become liable to pay, satisfy, discharge
and observe, perform and fulfill the Assumed Liabilities, in accordance
with their terms, and (ii) issue to Ultima an aggregate number of
Petrofund Payment Units equal in number to the product of the number of
Ultima Units outstanding as of the close of business on the day
immediately prior to the Closing Date multiplied by the Exchange Ratio;

4. Petrofund will subscribe for the Ultima Remaining Unit for $10.00 and
Ultima will issue to Petrofund the Ultima Remaining Unit;

5. the Ultima Units (other than the Ultima Remaining Unit) will be
redeemed in exchange for the Petrofund Payment Units which shall be
distributed to the Ultima Unitholders in accordance with the Exchange
Ratio;

6. the directors of the Ultima Parties, where applicable, will resign in
favour of the nominees for election as directors of Petrofund Co; and
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7. all officers of the Ultima Parties, where applicable, will resign from
their offices with such Ultima Parties.

No fractional Petrofund Units shall be issued to former Ultima
Unitholders pursuant to the Merger and no distribution, dividend or other change
in the structure of Petrofund shall relate to any such fractional security and
such fractional interest shall not entitle the owner thereof to exercise any
rights as a securityholder of Petrofund. In the event that the Merger would
otherwise result in an Ultima Unitholder being entitled to a fractional
Petrofund Unit, an adjustment will be made to the nearest whole number of
Petrofund Units and a certificate representing the resulting whole number of
Petrofund Units will be issued. In calculating such fractional interests, all
Ultima Units held by a registered holder of Ultima Units immediately prior to
the Effective Time will be aggregated.

Special Distribution and Unitholder Indemnity Agreement

In connection with the Merger and conditional on approval of the Ultima
Special Resolution (i) Ultima will declare the Special Distribution payable to
Ultima Unitholders of record on the business day immediately preceding the
Closing Date, payable on the business day immediately preceding the Closing
Date, and (ii) Ultima and Petrofund will execute the Unitholder Indemnity
Agreement. The amount of the Special Distribution payable to each Ultima
Unitholder will be equal to such unitholder's pro rata share, on the basis of
their holdings of Ultima Units, of $10 million (expected to be approximately
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$0.17 per Ultima Unit) and all rights Ultima Unitholders are entitled to under
the Unitholder Indemnity Agreement. It is possible that the Special Distribution
is approved by the Ultima Unitholders and paid by Ultima on the business day
prior to the Closing Date and that the Merger is not completed.

The Combination Agreement

On March 29, 2004, Ultima, Ultima Co, Petrofund and Petrofund Co,
entered into the Combination Agreement whereby they agreed to combine the
operations of Ultima and Petrofund. The Combination Agreement sets forth a
number of conditions to be satisfied or waived in order for the Special
Distribution and Merger to become effective (see "Conditions of the Special
Distribution and Merger") and provides the right of the parties thereto to
terminate the Combination Agreement on the occurrence or non-occurrence of
certain events within specific time frames (see "Termination"). The Combination
Agreement also sets forth a number of covenants on behalf of the parties
thereto, including prescribing the manner of operation of the business and
operations of the parties and precluding the parties from entering into certain
new agreements or commitments with respect to their capitalization or assets
during the term of the Combination Agreement (see "Covenants").

Unitholder Approval

The Ultima Special Resolution must be approved by at least 66 2/3%
of the votes cast by the Ultima Unitholders present in person or by proxy at the
Meeting. In order for the Meeting to be duly constituted for the transaction of
business, at least two Ultima Unitholders (represented in person or by proxy)
must be present at the Meeting, representing not less than 5% of the outstanding
Ultima Units entitled to vote at the Meeting.

Conditions of the Special Distribution and Merger

The obligations of the parties to the Combination Agreement to complete
the Merger are subject to the fulfillment or waiver of a number of significant
conditions which must be satisfied on or before the Closing Date or be waived to
the extent they are capable of being waived by the party benefiting from such
condition. There is no assurance that the conditions will be satisfied or waived
on a timely basis, if
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at all. The following is a summary of the material conditions other than those
which have been satisfied as at the date hereof:

(a) the Ultima Special Resolution shall have been passed by the Ultima
Unitholders at the Meeting by the level of approval set forth
under "Unitholder Approval";

(b) the documents by which the Special Distribution and Merger are to
be effected shall be in form and substance satisfactory to the
parties, acting reasonably;

(c) all approvals and consents, regulatory or otherwise, including
those summarized under "Regulatory and Third Party Approvals"
shall have been obtained;

(d) Ultima shall have received an opinion of counsel to Petrofund, in

form and substance satisfactory to Ultima, as to such matters as
Ultima and Ultima Co, acting reasonably, may require, including
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with respect to the status of Petrofund as a "mutual fund trust"
under Section 132 of the Tax Act, the application of the federal
budget of March 23, 2004 to such status as a mutual fund trust and
that the Petrofund Units to be distributed to Ultima Unitholders
pursuant to the Merger will not constitute "foreign property" for
the purposes of Part XI of the Tax Act;

(e) Petrofund shall have received an opinion of counsel to Ultima, in
form and substance satisfactory to Petrofund, as to such matters
as Petrofund, acting reasonably, may require;

(f) no act, action, suit or proceeding shall have been threatened or
taken before or by any domestic or foreign court or tribunal or
governmental entity or person in Canada or elsewhere, whether or
not having the force of law, and no law, regulation or policy
shall have been proposed, enacted, promulgated or applied which
has the effect to cease trade or enjoin, prohibit or impose
material limitations on the Special Distribution and Merger or
which would have a Material Adverse Effect with respect to
Petrofund or Ultima;

(g) there shall not exist any prohibition at law against Ultima making
the Special Distribution or against Petrofund and Ultima
completing the Merger;

(h) the representations, warranties and covenants of each of the
parties to the Combination Agreement shall be true and correct or
complied with, as applicable, in all material respects as of the
Effective Time;

(i) all outstanding Ultima Rights shall have been exercised,
terminated or surrendered for cancellation; and

(j) there shall not have occurred or arisen after March 29, 2004, any
change (or any condition, event or development involving a
prospective change) which involves a Material Adverse Effect with
respect to either Ultima or Petrofund.

In the event that the Merger does not become effective on or before
July 16, 2004, or such other date as Petrofund and Ultima may agree, Ultima or
Petrofund may terminate its obligations under the Combination Agreement.
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Regulatory and Third Party Approvals

The Combination Agreement provides that receipt of all required
regulatory and third party approvals is a condition precedent to the Special
Distribution and Merger becoming effective, including:

(a) any rulings required under the securities regulatory authorities
in Canada to permit the issuance of the Petrofund Payment Units on
a prospectus and registration exempt basis to residents of the
provinces of Canada and to permit such Petrofund Payment Units to
be issued as freely tradable subject to restrictions imposed upon
trades by control persons;

(b) a registration statement on Form F-10, which includes the
Information Circular as a prospectus, and an appointment of agent
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for service of process and undertaking on Form F-X, each of which
complies in all material respects with the requirements of the
1933 Act at the time it became effective and at the Closing Date,
shall have been filed by Petrofund with the SEC and declared
effective by the SEC under the 1933 Act, and no stop order
suspending the effectiveness of the registration statement shall
have been issued by the SEC and no proceeding for that purpose
shall have been initiated by the SEC;

the Commissioner or any person authorized to exercise the powers
and perform the duties of the Commissioner shall have issued an
advance ruling certificate under Section 102 of the Competition
Act to the effect that he is satisfied that he would not have
sufficient ground on which to apply to the Competition Tribunal
under Section 92 of the Competition Act in respect of the Merger,
or the appropriate time period specified in Section 123 of the
Competition Act shall have expired and neither the Commissioner,
nor the Competition Tribunal as authorized under the Competition
Act shall have taken, or have indicated their intention to take,
any action under such Act, whether before or after the completion
of the Merger, which could have a materially adverse effect on the
Merger;

the Minister under the Investment Canada Act (Canada) is satisfied
or deemed to be satisfied that the consummation of the Special
Distribution and Merger are likely to be of net benefit to Canada;

the Petrofund Units issuable pursuant to the Merger shall have
been conditionally approved for listing on the TSX and the AMEX,
subject to the filing of required documentation;

the lenders to each of Ultima Co and Petrofund Co, to the extent
required, shall have consented to the Special Distribution and
Merger, or shall continue to make financing available to Ultima Co
and Petrofund Co subsequent to the Special Distribution and Merger
on conditions acceptable to Ultima Co and Petrofund Co, acting
reasonably; and

such other sanctions, rulings, consents, orders, exemptions,
permits and other approvals as may be necessary for the Merger and
the other transactions contemplated by the Combination Agreement
to be effected in compliance with applicable laws.

Representations and Warranties

The Combination Agreement includes a number of representations and
warranties on behalf of the Ultima Parties and the Petrofund Parties, including
representations and warranties as to:

(a)

(b)
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the existence of those entities, their power and authority to
enter into the Combination Agreement, the due execution and
delivery of the Combination Agreement and the enforceability of
the Combination Agreement;

the capitalization of the respective parties;

the accuracy of certain financial statements of Ultima and
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Petrofund;

the absence of any Material Adverse Changes since specified dates
in the business or affairs of the respective parties;

the absence of any violation of governing documents and agreements
to which the respective parties are subject; and

various other matters intended to establish the condition of the
respective parties in connection with the Special Distribution and
Merger;

which representations and warranties are required to be true and correct at the
Effective Time in all material respects.

Covenants

The Combination Agreement includes a number of covenants given by the
Ultima Parties and the Petrofund Parties. The following is a summary of some of
the material covenants:

(a)

each of the Ultima Parties and the Petrofund Parties, prior to
termination of the Combination Agreement, shall conduct its
undertaking and businesses only in, and not take any action except
in, the usual, ordinary and regular course of business and
consistent with past practice except as necessary to comply with
applicable laws or to complete the transactions contemplated by
the Combination Agreement or any transactions entered into prior
to the date of the Combination Agreement;

each of Ultima and Petrofund have agreed to restrictions on
certain interim operations including the issuance of securities,
the sale of assets exceeding certain threshold amounts and the
acquisition of assets exceeding certain threshold amounts;

each of the Ultima Parties and Petrofund Parties shall use their
reasonable best efforts to take, or cause to be taken, all
appropriate action, and to do or cause to be done all things
necessary, proper or advisable under applicable laws and
regulations to consummate and give effect to the transactions
contemplated by the Combination Agreement;

within the prescribed time period and in the prescribed form
provided for in section 132.2 of the Tax Act, Petrofund and Ultima
shall jointly elect to have section 132.2 of the Tax Act apply
with respect to the Merger; and

if the Merger is completed, Petrofund has agreed to arrange for
and/or maintain directors' and officers' insurance coverage for
the directors and officers of Ultima's subsidiaries substantially
equivalent in scope and coverage as the directors' and officers'
coverage in place for the benefit of the directors and officers of
Petrofund's subsidiaries on a "trailing" or "run-off" basis
covering claims made prior to or within five years of the Closing
Date.
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Composition of Board of Directors of Petrofund Co
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Pursuant to the Combination Agreement, Petrofund has agreed to use its
reasonable commercial efforts such that, effective as at the Effective Time, the
Petrofund Board of Directors shall be varied to be comprised of two members
mutually agreed to by Ultima and Petrofund, acting reasonably, from among the
individuals presently serving on the Ultima Board of Directors.

Acquisition Proposal and Take-Over Proposal

The Combination Agreement defines "Acquisition Proposal" to mean any
take-over bid, tender offer or exchange offer, merger, amalgamation, plan of
arrangement, reorganization, consolidation, business combination, reverse
take-over, sale of material assets, issuance or sale of securities without the
consent of the other party (other than, in the case of Ultima, pursuant to the
exercise of securities outstanding on the date of execution of the Combination
Agreement and, in the case of Petrofund, pursuant to the exercise of securities
outstanding on the date of execution of the Combination Agreement and securities
issuable pursuant to compensation arrangements of Petrofund to be considered at
the Annual and Special Meeting of Petrofund Unitholders on April 14, 2004),
re-capitalization, liquidation, dissolution, winding-up or similar transaction,
other than the Merger and the other transactions contemplated by the Combination
Agreement.

The Combination Agreement defines "Take-Over Proposal" to mean a bid,
proposal or offer, whether or not subject to conditions, to acquire in any
manner, directly or indirectly, beneficial ownership or control or direction
over 20% or more of the outstanding Ultima Units or Petrofund Units, as the case
may be, whether by way of an arrangement, amalgamation, merger, consolidation,
recapitalization, ligquidation, dissolution, reorganization or similar
transaction or other business combination involving Ultima or Petrofund or any
of their respective subsidiaries, as the case may be (and whether in a single or
multi-step transaction or a series of related transactions) or any proposal,
offer or agreement to acquire 20% or more of the assets of Ultima or its
subsidiaries (taken as a whole) or Petrofund or its subsidiaries (taken as a
whole) as the case may be.

Cease Negotiations

Pursuant to the Combination Agreement and subject to the matters set
forth under "Non-Solicitation", each of Ultima and Ultima Co and Petrofund and
Petrofund Co have agreed to, and to direct and use reasonable efforts to cause
their respective trustees, directors, officers, employees, representatives and
agents to, immediately cease and cause to be terminated any discussions or
negotiations with any person, other than the Ultima Parties and the Petrofund
Parties, as the case may be, with respect to any actual, future or potential
Acquisition Proposal. The parties to the Combination Agreement have also agreed
not to release any third party from or forebear in the enforcement of any
confidentiality or standstill agreement to which the Ultima Parties or the
Petrofund Parties and any such third party is a party.

Non-Solicitation

The Combination Agreement also provides that Ultima and Ultima Co and
Petrofund and Petrofund Co shall not, directly or indirectly, through any
trustee, officer, director, employee, financial advisor or other representative
or agent of the Ultima Parties or the Petrofund Parties, as the case may be, (1)
solicit, initiate or encourage (including by way of furnishing information or
entering into any form of agreement, arrangement or understanding) any inquiries
or proposals regarding any Acquisition Proposal involving it or its subsidiaries
or unitholders or participate in or take any other action to facilitate any
inquiries or the making of any proposal which constitutes or may reasonably be
expected to lead to such
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an Acquisition Proposal, or (ii) provide any confidential information to,
participate in any discussions or negotiations relating to any such transactions
with, or otherwise cooperate with or assist or participate in any effort to take
such action by, any person; provided that nothing shall prevent the Ultima Board
of Directors or the Petrofund Board of Directors, as the case may be, from
responding or acting in any manner (including considering, negotiating,
approving and recommending to their respective unitholders (provided that prior
to furnishing information or entering into negotiations with any person, Ultima
and Ultima Co or Petrofund and Petrofund Co, as applicable, shall have complied
with the matters set forth under "Notice of Request for Information", prior to
providing any non-public information to any such person, Ultima and Ultima Co or
Petrofund and Petrofund Co, as applicable, shall have complied with the matters
set forth under "Provision of Information to Requesting Party" and prior to
entering into any Proposed Agreement, Ultima and Ultima Co. shall have complied
with the matters set forth under "Right to Match")) to an unsolicited bona fide
written Acquisition Proposal (i) in respect of which any funds or other
consideration necessary for such Acquisition Proposal has been demonstrated to
the satisfaction of the Ultima Board of Directors or the Petrofund Board of
Directors, as the case may be, to be reasonably likely to be obtained, and (ii)
in respect of which the Ultima Board of Directors or the Petrofund Board of
Directors, as the case may be, determines in good faith would, if consummated in
accordance with its terms, result in a transaction financially more favourable
to Ultima or the Ultima Unitholders or a transaction financially more favourable
to Petrofund or the Petrofund Unitholders, as the case may be, than the
transactions contemplated by the Combination Agreement (any such Acquisition
Proposal being referred to herein as a "Superior Proposal"”). Any good faith
determination as aforesaid shall only be made by duly passed resolutions of the
Ultima Board of Directors or the Petrofund Board of Directors, as the case may
be, after consultation with its financial advisors and receipt by such Board of
the advice of counsel reflected in the minutes of its board of directors to the
effect that entertaining or negotiating such Acquisition Proposal or the
furnishing of information concerning the Ultima Parties or the Petrofund
Parties, as applicable, 1is necessary for such board to satisfy its fiduciary
duties under applicable laws.

Notice of Request for Information

Prior to furnishing any information to, or entering into any
negotiations with, any person in respect of an Acquisition Proposal, each of
Ultima and Ultima Co and Petrofund and Petrofund Co, as the case may be, shall
notify the other party of any Acquisition Proposal received by it or any request
received by it following March 29, 2004 for non-public information relating to
the Ultima Parties or the Petrofund Parties in connection with an Acquisition
Proposal or for access to the properties, books or records of the Ultima Parties
or the Petrofund Parties by any person that informs the Ultima Parties or the
Petrofund Parties that it is considering making, or has made, an Acquisition
Proposal. Such notice shall be made, from time to time, orally and in writing
and shall indicate such details of the proposal, inquiry or contact known to the
Ultima Parties or the Petrofund Parties as the other party may reasonably
request, having regard to the fiduciary obligations of the Ultima Board of
Directors or the Petrofund Board of Directors, as the case may be, and the
identity of the person making such proposal, inquiry or contact.

Provision of Information to Requesting Party

Subject to the matters set forth under "Non-Solicitation", if any of
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the Ultima Parties or the Petrofund Parties receives a request for material
non-public information from a person who proposes to the Ultima Parties or the
Petrofund Parties a bona fide Acquisition Proposal and the Ultima Board of
Directors or the Petrofund Board of Directors, as the case may be, determines
that such proposal is a Superior Proposal pursuant to the matters set forth
under "Non-Solicitation", the Ultima Party or the Petrofund Party, as the case
may be, may, subject to the execution of a confidentiality agreement containing
customary terms, conditions and restrictions substantially similar to the
confidentiality agreement entered into between Ultima and Petrofund, provide
such person with access to information regarding the Ultima Party or the
Petrofund Party, as the case may be. To the extent not previously done,
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the party receiving the request from a third party shall provide to the other
party a copy of all information provided to the third party forthwith after the
information is provided to the third party.

Right to Match

Ultima and Ultima Co have agreed not to enter into any agreement (other
than any confidentiality agreement contemplated under "Provision of Information
to Requesting Party") to propose, pursue, support or recommend any Acquisition
Proposal (a "Proposed Agreement") or change their recommendation of the
transactions contemplated by the Combination Agreement except in compliance with
the Combination Agreement and only after providing Petrofund with an opportunity
to amend the Combination Agreement to provide for at least equivalent financial
terms to those included in the Proposed Agreement as determined by the Ultima
Board of Directors, acting reasonably and in good faith and in accordance with
its fiduciary duties, after consultation with Ultima's financial advisors and
Ultima and Ultima Co have agreed to negotiate in good faith with Petrofund in
respect of any such amendment. In particular, in such circumstance Ultima Co has
agreed to provide Petrofund Co with a copy of any Proposed Agreement as executed
or submitted by the party making such Acquisition Proposal, not less than two
business days prior to its proposed execution. In the event that Petrofund and
Petrofund Co agree to amend the Combination Agreement as provided above and
within the two business day period, neither Ultima nor Ultima Co shall enter
into the Proposed Agreement.

Termination Fees

The Combination Agreement provides that if at any time after the
execution of the Combination Agreement and prior to the termination thereof:

(a) the Ultima Board of Directors or the Petrofund Board of Directors
(in such case the Ultima Parties or the Petrofund Parties,
respectively, being the "Non-Completing Party") has withdrawn,
changed or modified in a manner adverse to the other party, or
failed to reaffirm upon request (other than as a result of and in
direct response to a material breach by the other party of their
obligations under the Combination Agreement that would or
reasonably could result in the non-satisfaction of the conditions
precedent to the closing of the transactions contemplated by the
Combination Agreement or a material misrepresentation by the other
party or a Material Adverse Change to the other party) any of (i)
its determination or its recommendations to Ultima Unitholders or
Petrofund Unitholders, as the case may be, to vote in favour of
the Special Distribution and/or the Merger, as applicable, or (ii)
its authorization to complete the Merger as contemplated by its
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representation and warranties in the Combination Agreement, or
resolved to take any of the foregoing actions prior to the
completion of the Merger; or

(b) the Ultima Board of Directors or the Petrofund Board of Directors
(in such case the Ultima Parties or the Petrofund Parties,
respectively, being the "Non-Completing Party") has recommended
that, in the case of the Ultima Board of Directors, the Ultima
Unitholders deposit their Ultima Units under, vote in favour of,
or otherwise accept a Take-Over Proposal and, in the case of the
Petrofund Board of Directors, the Petrofund Unitholders deposit
their Petrofund Units under, vote in favour of, or otherwise
accept a Take-Over Proposal; or

(c) prior to the date of the Meeting, a bona fide Take-Over Proposal
is publicly announced, proposed, offered or made to any of the
Ultima Parties or the Petrofund Parties (in such case the Ultima
Parties or the Petrofund Parties, respectively, being the
"Non-Completing Party") or their respective unitholders, the
Merger is not completed and the
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transactions contemplated by any Take-Over Proposal is completed
within 180 days of July 16, 2004; or

(d) any of the Ultima Parties enters into a Proposed Agreement or any
of the Petrofund Parties enters into any agreement to propose,
pursue, support or recommend any Take-Over Proposal (other than a
confidentiality agreement contemplated under "Provision of
Information to Requesting Party") (in such case the Ultima Parties
or the Petrofund Parties, respectively being the "Non-Completing
Party"); or

(e) any of the Ultima Parties or the Petrofund Parties (in such case
the Ultima Parties or the Petrofund Parties, respectively, being
the "Non-Completing Party") breaches any of its representations or
warranties or covenants contained in the Combination Agreement
which breach individually or in the aggregate would or would
reasonably be expected to have a Material Adverse Effect upon the
Non-Completing Party, or would materially impede completion of the
transactions contemplated by the Combination Agreement, and which
the Non-Completing Party fails to cure within five business days
after receipt of written notice thereof from the other party
(except that no cure period shall be provided for a breach by a
Non-Completing Party which by its nature cannot be cured and in no
event shall any cure period extend beyond the Effective Time);

then if the Ultima Parties are the Non-Completing Party, Ultima shall pay to
Petrofund, or if the Petrofund Parties are the Non-Completing Party, Petrofund
shall pay to Ultima, within three business days, an aggregate of $10 million as
ligquidated damages in immediately available funds.

Notwithstanding the foregoing, in the event there is a breach in a
representation or warranty or covenant as contemplated in (e) above, and whether
or not the $10 million termination fee is also payable pursuant to any of (a)
through (d) above, the party (not being the Non-Completing Party) shall have the
right at its sole option to either be paid the $10 million termination fee as
liquidated damages or to be paid $1 million and retain the right to pursue any
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rights or remedies available to such party as a result of any breach of the
Combination Agreement.

Termination

The Combination Agreement may be terminated prior to the completion of
the Merger:

(a) by mutual written consent of the parties to the Combination
Agreement;

(b) Dby Ultima and Ultima Co or Petrofund and Petrofund Co if the
closing date of the Merger shall not have occurred on or before
July 16, 2004;

(c) by Ultima and Ultima Co or Petrofund and Petrofund Co if certain
conditions to the Special Distribution and Merger (including those
described above under (a), (b), (c), (f) and (g) under "Conditions
of the Special Distribution and Merger") have not been satisfied
or waived on or before the date required for the performance
thereof unless the failure of any such condition shall be due to
the failure of the party seeking to terminate the Combination
Agreement to perform the obligations required to be performed by
it under the Combination Agreement;

(d) by Ultima and Ultima Co or Petrofund and Petrofund Co if any of
the conditions (other than those described under (c) above) which
are for the benefit of such parties and which
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are contained in the Combination Agreement have not been satisfied
or waived on or before the date required for the performance
thereof; or

(e) by any of Ultima and Ultima Co or Petrofund and Petrofund Co, as
the case may be, 1if the other party becomes a Non-Completing Party
(as defined under "Termination Fees").

FAIRNESS OPINION

The following summary of the Fairness Opinion is qualified in its
entirety by reference to the full text of the Fairness Opinion, which is
attached and contained herein in Appendix "E" - Fairness Opinion of CIBC World
Markets Inc. Ultima Unitholders are urged to read the Fairness Opinion in its
entirety.

CIBC World Markets was retained by the Ultima Board of Directors, on
its behalf and on behalf of Ultima, effective January 19, 2004 as financial
advisor in connection with the Ultima Board of Directors' consideration and
evaluation of a number of potential strategic transactions involving Ultima. As
discussions and negotiations between Ultima and Petrofund progressed, CIBC World
Markets was, among other things, requested to consider the Special Distribution
and Merger and related matters and make such recommendations relating to
financial matters as it considered appropriate, including the preparation and
delivery to the Ultima Board of Directors of the Fairness Opinion.

In preparing the Fairness Opinion, CIBC World Markets has assumed and
relied on the accuracy and completeness of all information supplied or otherwise
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made available to CIBC World Markets, discussed with or reviewed by or for CIBC
World Markets, or publicly available, and CIBC World Markets has not assumed any
responsibility for independently verifying such information nor undertaken an
independent formal valuation or appraisal of any of the Ultima Parties or the
Petrofund Parties or their assets or securities or been furnished with any such
formal valuation or appraisal. The Fairness Opinion is based upon securities
market, economic and general business and financial conditions as they existed
on, and on the information made available to CIBC World Markets as of, April 30,
2004.

Based upon the assumptions and its review of the information described
in the Fairness Opinion, and subject to the limitations contained in the
Fairness Opinion, it is the opinion of CIBC World Markets that the consideration
to be received by Ultima Unitholders pursuant to the Special Distribution and
Merger is fair, from a financial point of view, to the Ultima Unitholders. The
Fairness Opinion was prepared at the request of and for the information of the
Ultima Board of Directors and does not constitute a recommendation to any Ultima
Unitholder as to how any such unitholder should vote with respect to the Merger.

CIBC World Markets will receive fees for its services in connection
with the Merger, some of which are contingent upon the consummation of the
Merger. In addition, Ultima has agreed to reimburse CIBC World Markets for its
reasonable expenses incurred in performance of such services and to indemnify it
in respect of certain liabilities as may be incurred by it in connection with
its engagement.

INTERESTS OF INSIDERS IN THE MERGER AND
INTENTIONS OF CERTAIN INSIDERS

Members of the Ultima Board of Directors and senior officers of Ultima
Co, who collectively own, directly or indirectly, or exercise control or
direction over, an aggregate of 535,921 Ultima Units, representing approximately
1.0% of the Ultima Units outstanding on April 19, 2004, have indicated their
intention to vote their Ultima Units in favour of the Ultima Special Resolution
approving the Special
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Distribution and Merger and have entered into Support Agreements with Petrofund
agreeing to vote their Ultima Units in favour of the Ultima Special Resolution.

Neither the Manager, nor any person who has been a director or senior
officer of Ultima Co, AcquireCo or the Manager at any time since January 1,
2003, the beginning of the most recently completed financial year of Ultima, nor
any proposed nominee for election as a director, nor any associate or affiliate
of any one of them, has any material interest, direct or indirect, by way of
beneficial ownership of securities or otherwise, in any matter to be acted on at
the Meeting except as disclosed in this Information Circular.

CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

In the opinion of Bennett Jones LLP ("counsel"), the following summary
describes the principal Canadian federal income tax considerations pursuant to
the Tax Act generally applicable to an Ultima Unitholder who is entitled to
receive a proportionate amount of the Special Distribution and acquires
Petrofund Units pursuant to the Merger and who, for purposes of the Tax Act,
holds the Ultima Units disposed of and the Petrofund Units acquired as capital
property and deals at arm's length with each of Ultima and Petrofund. Generally,
the Ultima Units or Petrofund Units, as the case may be, will be considered to
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be capital property to an Ultima Unitholder provided such Ultima Unitholder does
not hold such Ultima Units in the course of carrying on a business and has not
acquired them in one or more transactions considered to be an adventure or
concern in the nature of trade. Certain Ultima Unitholders who are resident in
Canada and who might not otherwise be considered to hold their Ultima Units or
Petrofund Units as capital property may, in certain circumstances, be entitled
to have them treated as capital property by making the irrevocable election
permitted by subsection 39(4) of the Tax Act. This summary is not applicable to
an Ultima Unitholder that is a "financial institution", as defined in the Tax
Act, for purposes of the mark-to-market rules or an interest in which would be a
"tax shelter investment" as defined in the Tax Act. Any such Ultima Unitholder
should consult its own tax advisor with respect to the Merger.

This summary is based upon the provisions of the Tax Act in force as of
the date hereof, all specific proposals to amend the Tax Act that have been
publicly announced by or on behalf of the Minister of Finance (Canada) prior to
the date hereof (the "Proposed Amendments") including the March 23, 2004
Canadian federal budget (the "budget"), counsel's understanding of the current
published administrative and assessing policies of the Canada Revenue Agency
(the "CRA") and representations of Ultima and Petrofund as to certain factual
matters.

This summary is not exhaustive of all possible Canadian federal income
tax considerations and, except for the Proposed Amendments and the budget, does
not take into account any changes in the law, whether by legislative, regulatory
or judicial action, nor does it take into account provincial, territorial or
foreign tax considerations, which may differ significantly from those discussed
herein.

This summary is of a general nature only and is not intended to be
legal or tax advice to any particular Ultima Unitholder. Consequently, Ultima
Unitholders should consult their own tax advisors having regard to their own
particular circumstances.

Special Distribution

On the last business day immediately prior to the Closing Date of the
Merger, Ultima Unitholders of record will, subject to approving the Ultima
Special Resolution, receive the Special Distribution consisting of an aggregate
cash payment of $10 million and the rights under the Unitholder Indemnity
Agreement which management of Ultima believes has a nominal value. For the
purposes of the Tax Act,
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the Special Distribution will be treated like all other Ultima distributions and
is not conditional on the closing of the Merger.

An Ultima Unitholder resident in Canada for the purposes of the Tax Act
(other than an Exempt Plan) will be required to include in income such
proportionate share of the Special Distribution which represents a distribution
of Ultima's income to the Ultima Unitholder in the taxation year in which the
Special Distribution is paid. Exempt Plans will not generally be liable for any
tax with respect to the Special Distribution. The proportionate share of the
Special Distribution distributed to an Ultima Unitholder in excess of such
Unitholder's share of Ultima's income will generally not be included in the
Ultima Unitholder's income but will reduce the adjusted cost base of the Ultima
Units held by the Ultima Unitholder. To the extent that the adjusted cost base
of Ultima Units would be less than nil, an Ultima Unitholder will be deemed to
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have realized a capital gain equal to such negative amount. The taxation of
capital gains is discussed below under "Taxation of Unitholders who are
Residents of Canada".

An Ultima Unitholder who is not resident, or deemed to be resident, in
Canada, will be subject to a 25% Canadian withholding tax on the proportionate
share of Ultima's income which is distributed pursuant to the Special
Distribution at the time the Special Distribution is paid unless such rate is
reduced under the provisions of a tax treaty between Canada and the Ultima
Unitholder's jurisdiction of residence. For example, an Ultima Unitholder
resident in the United States for purposes of the Canada-United States Income
Tax Convention, 1980 (the "Canada-U.S. Treaty") will be entitled to have the
rate of withholding reduced to 15% of the amount of any income distributed. The
proposals under the budget to apply a new 15% Canadian withholding tax on the
non-taxable portion of a distribution should not apply to any non-taxable
portion of the Special Distribution.

The Merger

The Merger will be structured as a "qualifying exchange" pursuant to
section 132.2 of the Tax Act. Accordingly, the disposition by Ultima Unitholders
of Ultima Units in exchange for Petrofund Units pursuant to the terms of the
Merger will not result in a capital gain or capital loss to Ultima Unitholders.
The year end of each of Petrofund and Ultima will be deemed to end in the course
of the Merger and any income of Petrofund or Ultima for such year will be paid
or payable to their respective Unitholders in accordance with the terms of their
respective trust indentures. Ultima and Petrofund have advised counsel that they
will file an election with the CRA in respect of the Merger with the result that
no taxable income will arise in Ultima as a result of the Merger. The aggregate
initial cost of Petrofund Units received by each Ultima Unitholder in exchange
for Ultima Units pursuant to the Merger will be equal to the aggregate adjusted
cost base to such holder of the Ultima Units which are cancelled on the Merger.
This cost will be averaged with the cost of all other Petrofund Units held by
Ultima Unitholders to determine the adjusted cost base of each Petrofund Unit
held.

Status of Combined Trust

Counsel has been advised that Ultima and Petrofund each qualify as a
"unit trust" and a "mutual fund trust" as defined by the Tax Act at all relevant
times. The trust remaining after the Merger will be Petrofund (referred to
hereinafter on or after the Merger as the "Combined Trust") and this summary
assumes that the Combined Trust will also qualify as a mutual fund trust on the
date of the Merger, and will continue to so qualify thereafter for the duration
of its existence. In order to so qualify, there must be at least 150 unitholders
of the Combined Trust ("Unitholders") each of whom owns not less than one
"block" of units of the Combined Trust ("Units") having an aggregate fair market
value of not less than $500. A "block" of Units means 100 Units if the fair
market value of one Unit is less than $25 and 25 Units if the fair market value
of one Unit is greater than $25 and less than $100. In order to qualify as a
mutual fund trust, the Combined Trust cannot, and may not at any time,
reasonably be considered to be
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established or maintained primarily for the benefit of non-resident persons
unless at all times since February 21, 1990, all or substantially all of its
property has consisted of property other than "taxable Canadian property" (as
defined in the Tax Act) (the "property exception"). In addition, the undertaking
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of the Combined Trust must be restricted to the investing of its funds in
property (other than real property or an interest in real property), the
acquiring, holding, maintaining, improving, leasing or managing of any real
property (or interest in real property) that is capital property of the Combined
Trust, or a combination of these activities.

Subject to certain transitional relief available until December 31,
2006, the budget proposes that Canadian resource property (which includes the
Ultima Royalties and the Petrofund Royalty) be considered taxable Canadian
property for the purposes of the property exception after March 22, 2004. The
transitional relief contained in the budget is available to those trusts that on
March 23, 2004 (i) were maintained primarily for the benefit of non-resident
persons and (ii) satisfied the property exception. Counsel has been advised by
Petrofund Co that Petrofund satisfied the forgoing requirements on March 23,
2004 and is entitled to rely on the transitional relief contained in the budget.
Accordingly, subsequent to the Merger, the Combined Trust will have until
December 31, 2006 to ensure that it is not maintained primarily for the benefit
of non-resident persons. If the Combined Trust is maintained primarily for the
benefit of non-resident persons on or after January 1, 2007, the Combined Trust
would permanently lose its status as a mutual fund trust.

It is intended, and this summary assumes, that all the forgoing
requirements, including the transitional relief set out in the budget, will be
satisfied so that Ultima, Petrofund and the Combined Trust will each qualify as
a mutual fund trust at all relevant times. In the event that Ultima, Petrofund
or the Combined Trust were not to qualify as a mutual fund trust at the relevant
times, the income tax considerations would in some respects be materially
different from those described herein.

The budget proposes to restrict direct and indirect holdings by
registered pension plans and tax exempt registered pension plan corporations
(together referred to as "pension funds") in certain "business income trusts"
after 2004 through the imposition of certain taxes which are similar to the tax
on foreign property held by pension plans. A "business income trust" does not
include certain "exempt trusts" which includes most real estate investment
trusts and royalty trusts. It is expected that the Combined Trust will be an
exempt trust and that these proposed amendments contained in the budget should
not apply to pension funds investing in units of the Combined Trust.

Taxation of the Combined Trust

The Combined Trust is subject to taxation in each taxation year on its
income for the year, including net realized taxable capital gains, less the
portion thereof that is paid or payable in the year to its Unitholders and which
is deducted by the Combined Trust in computing its income for purposes of the
Tax Act. An amount will be considered to be payable to a Unitholder in a
taxation year if it is paid in the year by the Combined Trust or the Unitholder
is entitled in that year to enforce payment of the amount. Losses incurred by
the Combined Trust cannot be allocated to Unitholders but may be deducted by the
Combined Trust in future years in accordance with the Tax Act. The taxation year
of the Combined Trust is the calendar year.

The Combined Trust will be required to include in its income amounts
computed in accordance with the Ultima Royalties and the Petrofund Royalty held
by the Combined Trust on an accrual basis. The Combined Trust will also be
required to include in its income interest on its investments that accrues to
the Combined Trust to the end of the year, or becomes receivable or is received
by the Combined Trust before the end of the year, except to the extent that such
interest was included in computing its income for
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a preceding taxation year, and any dividends received or deemed to be

received on shares owned by the Combined Trust. Provided that appropriate
designations are made by the Combined Trust, all dividends which would otherwise
be included in its income as dividends received on shares held by the Combined
Trust will be deemed to have been received by Unitholders and not to have been
received by the Combined Trust.

Generally, the Combined Trust may deduct, in computing its income from
all sources for a taxation year, an amount not exceeding 10% of its cumulative
Canadian oil and gas property expense ("COGPE") account at the end of that year,
on a declining balance basis, pro-rated for short taxation years. In addition to
annual deductions in respect of its cumulative COGPE account, the Combined Trust
will be entitled to deduct in computing its income on an annual basis reasonable
administrative expenses incurred for the purpose of earning income from the
Ultima Royalties, the Petrofund Royalty and its other investments, 20% of the
total costs related to the issuance of Petrofund Units on the Merger and on the
issuance of Petrofund Units on prior offerings (pro-rated for short taxation
years) to the extent such issue expenses were not deductible in a previous
taxation year and amounts in respect of a resource allowance and/or deductible
Crown charges computed in accordance with the rules contained in the Tax Act.

The terms of the Combined Trust's trust indenture generally provide
that all income of the Combined Trust for each taxation year be paid or be made
pavable to its Unitholders in the taxation year. Counsel has been advised that
the Combined Trust intends to deduct the amount of its income paid or payable to
its Unitholders in computing its income for each taxation year and, therefore,
the Combined Trust should not be liable for any material income tax for each
taxation year.

Taxation of Unitholders who are Residents of Canada

A Unitholder will generally be required to include in computing income
for a particular taxation year of such Unitholder the portion of the net income
of the Combined Trust for a taxation year, including taxable dividends and net
realized taxable capital gains determined for the purposes of the Tax Act, that
is paid or becomes payable to such Unitholder in that particular taxation year
whether paid in cash or property of the Combined Trust. An amount will be
considered payable to a Unitholder in a taxation year if such Unitholder is
entitled in the year to enforce payment of the amount. For the purposes of the
Tax Act, income of a Unitholder from the Combined Trust Units will generally be
considered to be income from property and not resource income. Any deduction or
loss of the Combined Trust for purposes of the Tax Act cannot be allocated to,
or treated as a deduction or loss, of a Unitholder.

Provided that appropriate designations are made by the Combined Trust,
such portions of its net taxable capital gains and taxable dividends as are paid
or payable to a Unitholder will effectively retain their character as taxable
capital gains and taxable dividends, respectively, and shall be treated as such
in the hands of the Unitholder for purposes of the Tax Act. Such dividends will
be subject, among other things, to the gross-up and dividend tax credit
provisions in respect of Unitholders who are individuals, the refundable tax
under Part IV of the Tax Act in respect of certain Unitholders who are
corporations, and the deduction in computing taxable income in respect of
dividends received by taxable Canadian corporations for Unitholders who are
corporations.

Any amount paid or payable by the Combined Trust to a Unitholder in

excess of the net income of the Combined Trust that is paid or payable to such
Unitholder in a taxation year should not generally be included in such

52



Edgar Filing: PETROFUND ENERGY TRUST - Form F-10

Unitholder's income for the year. However, the proportionate amount of such
excess will reduce the adjusted cost base of each Unit held by the Unitholder.
To the extent that the adjusted cost base of a Unit to a Unitholder would
otherwise be less than nil, the negative amount will be deemed to be a capital
gain realized by the Unitholder from the disposition of the Unit in the year in
which the negative amount arises.
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Upon the disposition or deemed disposition of a Unit by a Unitholder,
whether on redemption or otherwise, the Unitholder will generally realize a
capital gain (or a capital loss) equal to the amount by which the proceeds of
disposition (excluding any amount payable by the Combined Trust which represents
an amount that must otherwise be included in income) are greater (or less) than
the aggregate of the Unitholder's adjusted cost base of the Unit and any
reasonable costs of the disposition. Where, in accordance with the trust
indenture of the Combined Trust, a Unitholder redeems Units and notes held by
the Combined Trust (the "notes") are distributed or debt securities are issued
by the Combined Trust (the "Repurchase Notes"), as the case may be, in
satisfaction of the aggregate redemption price, the proceeds of disposition to
the Unitholder will generally be equal to the fair market value of the notes
distributed or the Repurchase Notes so issued, as the case may be.

One-half of any capital gain realized by a Unitholder on a disposition
or deemed disposition of Units, and the amount of any net taxable capital gains
designated by the Combined Trust in respect of the Unitholder, will be included
in the Unitholder's income under the Tax Act in the year of disposition or
designation, as the case may be, as a taxable capital gain. One-half of any
capital loss (an "allowable capital loss") realized by a Unitholder upon a
disposition of Units may be deducted against any taxable capital gains realized
by the Unitholder in the year of disposition, in any of the three preceding
taxation years or in any subsequent taxation year, to the extent and under the
circumstances described in the Tax Act.

The cost of any note distributed by the Combined Trust to a Unitholder
or Repurchase Note issued to a Unitholder by the Combined Trust upon a
redemption of Units will generally be equal to the fair market value of the note
or Repurchase Note, as the case may be, at the time of distribution or issuance,
respectively, less any accrued interest thereon. Such a Unitholder will be
required to include in income interest paid or accrued on the note or Repurchase
Note, as the case may be, in accordance with the provisions of the Tax Act. To
the extent that a Unitholder is required to include in income any interest that
had accrued to the date of the acquisition of the note, an offsetting deduction
may be available. For purposes of computing the adjusted cost base to a holder
of notes or Repurchase Notes, the respective costs must be averaged with the
adjusted cost base to the holder of all notes or Repurchase Notes, as the case
may be, held at that time by the holder as capital property. Unitholders who
receive a note or a Repurchase Note should consult their own tax advisors,
having regard to their own particular circumstances.

Taxable capital gains realized by a Unitholder that is an individual
may give rise to alternative minimum tax depending on such Unitholder's
circumstances. A Unitholder that is a "Canadian-controlled private corporation"
as defined in the Tax Act may be liable to pay additional refundable tax on
certain investment income, including taxable capital gains, but excluding
certain income distributed from the Combined Trust which is deemed to be income
from property.

Taxation of Tax Exempt Unitholders
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Subject to the specific provisions of any particular plan, the Units
will be qualified investments for Exempt Plans. Such Exempt Plans will generally
not be liable for tax in respect of any distributions received from the Combined
Trust or any capital gain realized on the disposition of any Units of the
Combined Trust.

Exempt Plans should contact their own tax advisors with regard to the
acquisition of notes or Repurchase Notes on the redemption of Units to determine
whether such indebtedness constitutes a qualified investment for such Exempt
Plan, having regard to their own particular circumstances. Certain negative tax
consequences may arise where an Exempt Plan acquires or holds a non-qualified
investment.
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The manager to the Combined Trust has advised counsel that, at all
relevant times, the cost amount of foreign property of the Combined Trust, if
any, was, or will be, less than 30% of the cost amount of all property of the
Combined Trust and, accordingly, the Units will not constitute foreign property
for registered retirement savings plans, registered retirement income funds,
deferred profit sharing plans, registered pension plans or other persons subject
to tax under Part XI of the Tax Act.

Taxation of Unitholders who are Non-Residents of Canada

Where the Combined Trust makes distributions to a Unitholder who is not
resident in Canada for purposes of the Tax Act, the same general considerations
as those discussed above with respect to a Unitholder who is resident in Canada
will apply, except that any distribution of income of the Combined Trust to a
Unitholder not resident in Canada will be subject to Canadian withholding tax at
the rate of 25% unless such rate is reduced under the provisions of a tax treaty
between Canada and the Unitholder's jurisdiction of residence. For example,
Unitholders resident in the United States for purposes of the Canada-U.S. Treaty
will generally be entitled to have the rate of withholding reduced to 15% of the
amount of any income distributed.

The budget proposes a new 15% Canadian withholding tax on the
non-taxable portion of the Combined Trust's distributions, which, under the
current provisions of the Tax Act, are not subject to any Canadian withholding
tax. The budget proposes that the new 15% Canadian withholding tax be applicable
to distributions made by the Combined Trust after 2004. The new 15% Canadian
withholding tax will only apply if, at the time of the distribution, Units of
the Combined Trust are listed on a prescribed stock exchange (which includes the
TSX) and the value of the Combined Trust's Units is primarily attributable to
real property situated in Canada, Canadian resource property (which includes the
Ultima Royalties and the Petrofund Royalty) or a timber resource property. If a
subsequent disposition of a Unit results in a capital loss to a non-resident
Unitholder, a refund of the new 15% Canadian withholding tax is available in
limited circumstances, subject to the filing of a special Canadian tax return.

The budget also proposes a 25% withholding tax on distributions made to
non-residents of Canada which are attributable to capital gains realized by the
Combined Trust after March 22, 2004 on the disposition of taxable Canadian
property where the Combined Trust has made certain designations on such capital
gains with respect to its Unitholders. The 25% rate of Canadian withholding tax
may be reduced pursuant to the terms of an applicable income tax treaty between
Canada and the Unitholder's jurisdiction of residence.
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A disposition or deemed disposition of Units of the Combined Trust,
whether on redemption, by virtue of capital distributions in excess of a
Unitholder's adjusted cost base or otherwise, will not give rise to any capital
gains subject to tax under the Tax Act to a Unitholder who is not resident nor
deemed to be a resident in Canada provided that the Units of the Combined Trust
held by the Unitholder are not "taxable Canadian property" for the purposes of
the Tax Act. Units of the Combined Trust will not constitute taxable Canadian
property to a non-resident Unitholder unless: (i) the Unitholder holds or uses,
or is deemed to hold or use the Units in the course of carrying on business in
Canada; (ii) the Units are "designated insurance property" of the Unitholder as
defined for purposes of the Tax Act; (iii) at any time during the period of five
years immediately preceding the disposition of the Units the Unitholder or
persons with whom the Unitholder did not deal at arm's length or any combination
thereof, held more than 25% of the issued Units of the Combined Trust or, either
alone or together persons with whom the Unitholder did not deal at arm's length,
held options or rights to acquire more than 25% of the issued Units of the
Combined Trust; or (iv), the Combined Trust is not a mutual fund trust on the
date of disposition.
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Subject to proposals to amend the Tax Act contained in the budget, a
Unitholder who is not resident in Canada will generally compute the adjusted
cost base of a Unit pursuant to the same rules as apply to residents of Canada.
For the purposes of computing a non-resident Unitholder's adjusted cost base of
a Unit after 2004, the budget proposes that a distribution paid in respect of a
Unit which is subject to the new 15% Canadian withholding tax will not reduce
the adjusted cost base of such Unit to a non-resident Unitholder.

Non-resident Unitholders are urged to consult their own tax advisors on
the application of the budget to the ownership of Units of the Combined Trust,
having regard to their own particular circumstances.

UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

The following summary describes the U.S. federal income tax
considerations generally applicable to U.S. Holders (as defined below) of Ultima
Units who receive a proportionate amount of the Special Distribution and who
exchange their Ultima Units for Petrofund Units in the Merger. This summary is
based upon the Internal Revenue Code of 1986, as amended (the "Code"), proposed,
temporary and final U.S. Treasury regulations under the Code, administrative
rulings and judicial decisions, all as in effect as of the date of this document
and all of which are subject to change (possibly with retroactive effect) or to
differing interpretations. This summary applies only to holders of Ultima Units
that hold their Ultima Units, and will hold the Petrofund Units that they
receive in the Merger, as capital assets within the meaning of Section 1221 of
the Code. This summary does not discuss all aspects of U.S. federal income
taxation that may be relevant to a particular holder of Ultima Units in light of
its particular circumstances or to holders of Ultima Units subject to special
treatment under the U.S. federal income tax laws, including:

o banks, insurance companies, trusts and financial institutions;

o tax-exempt organizations;

o mutual funds;

o persons that have a functional currency other than the U.S.
dollar;
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o traders in securities who elect to apply a mark-to-market method
of accounting;

o dealers in securities or foreign currency;

o holders of Ultima Units who received their units in compensatory
transactions; and

o holders of Ultima Units who hold their units as part of a hedge,
straddle, constructive sale, conversion transaction or other
integrated investment

For purposes of this summary, a U.S. Holder is:

o an individual who is a U.S. citizen or resident alien for U.S.
federal income tax purposes;

o a corporation, or entity taxable as a corporation, created or
organized under the laws of the United States, any state thereof,
or the District of Columbia;

o an estate that is subject to U.S. federal income tax on its
worldwide income; or
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o a trust i1if (i) a U.S. court is able to exercise supervision over
the administration of the trust and one or more U.S. persons have
the authority to control all substantial decisions of the trust or
(ii) the trust has a valid election in effect to be treated as a
U.S. person for U.S. federal income tax purposes.

If a partnership holds Ultima Units, the U.S. federal income tax
treatment of a partner in the partnership generally will depend upon the status
of the partner and the activities of the partnership. Partners of partnerships
that hold Ultima Units should consult their tax advisors regarding the U.S.
federal income tax consequences to them of the Merger.

Classification of Ultima and Petrofund as Non-U.S. Corporations

Although Ultima and Petrofund are organized as trusts under Canadian
law, this summary is based on the assumption that both Ultima and Petrofund are
classified as non-U.S. corporations for U.S. federal income tax purposes under
current U.S. Treasury regulations. Accordingly, Ultima and Petrofund Units are
treated as shares of stock of non-U.S. corporations for U.S. federal income tax
purposes. This summary reflects this classification and uses terminology
consistent with this classification, including references to "dividends" and
"earnings and profits".

The Special Distribution

Subject to the passive foreign investment company ("PFIC"), foreign
investment company ("FIC"), and foreign personal holding company ("FPHC") rules
discussed below, the gross amount of the Special Distribution (before reduction
for Canadian withholding taxes) will be taxable to holders of Ultima Units as a
dividend to the extent of Ultima's current and accumulated earnings and profits,
as determined under U.S. federal income tax principles. To the extent that the
amount of the Special Distribution exceeds Ultima's current and accumulated
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earnings and profits, as determined under U.S. federal income tax principles,
the Special Distribution will be treated as a tax-free return of capital,
causing a reduction in the adjusted basis of the Ultima Units. Any balance in
excess of adjusted basis will be subject to tax as capital gain.

Subject to certain limitations, dividends paid to noncorporate U.S.
Holders, including individuals, may be eligible for a reduced rate of taxation
if Ultima is deemed to be a "qualified foreign corporation" for U.S. federal
income tax purposes. A qualified foreign corporation includes a non-U.S.
corporation that is eligible for the benefits of a comprehensive income tax
treaty with the United States that includes an exchange of information program
and that the U.S. Treasury Department has determined to be satisfactory for
purposes of the qualified dividend provisions of the Code. The U.S. Treasury
Department has determined that the income tax treaty between the United States
and Canada is satisfactory for purposes of the qualified dividend provisions of
the Code. A qualified foreign corporation does not include a non-U.S.
corporation that is a PFIC, a FIC, or a FPHC for the taxable year in which a
dividend is paid or for the preceding taxable year. Ultima stated in 2003 that
it believed that it would qualify as a PFIC for the year ended December 31,
2003. If this is the case, U.S. Holders of Ultima Units would not be eligible
for the reduced rate of taxation on the Special Distribution. U.S. Holders are
urged to consult their tax advisors regarding the application of the reduced
rate of taxation to the Special Distribution.

Exchange of Ultima Units for Petrofund Units

For U.S. federal income tax purposes, the exchange of Ultima Units for
Petrofund Units in the Merger has been structured to qualify as a reorganization
under the provisions of Section 368 (a) of the Code. The U.S. federal income tax
treatment of the exchange to a U.S. Holder of Ultima Units, however,

—45-

generally will depend on whether Ultima has been a PFIC at any time during which
the U.S. Holder has held the Ultima Units.

Passive Foreign Investment Company Rules

Special U.S. federal income tax rules apply to U.S. Holders if Ultima
currently is or has been a PFIC at any time during which the U.S. Holder has
held Ultima Units. A non-U.S. corporation generally is classified as a PFIC for
U.S. federal income tax purposes in any taxable year if, either (i) at least 75%
of its gross income is "passive" income (the "income test"), or (ii) on average
at least 50% of the gross value of its assets is attributable to assets that
produce passive income or are held for the production of passive income (the
"asset test"). For purposes of the income test and the asset test, if a non-U.S.
corporation owns directly or indirectly at least 25% (by value) of the stock of
another corporation, the non-U.S. corporation will be treated as if it held its
proportionate share of the assets of the latter corporation and received
directly its proportionate share of the income of that latter corporation.

Passive income generally includes dividends, interest, royalties, rents
(other than rents and royalties derived in the active conduct of a trade or
business and not derived from a related person), certain net gains from the
sales of commodities such as o0il and natural gas, annuities and gains from
assets that produce passive income. Passive income does not include, however,
any income that is interest, a dividend or a rent or royalty received or accrued
from a related person to the extent that the amount is properly allocable to
income of the related person that is not passive income. For these purposes, a
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related person includes a subsidiary controlled by the non-U.S. corporation,
where control means ownership, directly or indirectly, of stock possessing more
than 50% of the total voting power of all classes of stock entitled to vote or
of the total value of the stock of a corporation.

The Code and applicable U.S. Treasury regulations exclude gains from
transactions in commodities from the definition of passive income if (i) the
gains arise from the sale of the commodity in the active conduct of a
commodities business as a producer, processor, merchant or handler of the
commodity and (ii) substantially all of the non-U.S. corporation's business is
as an active producer, processor, merchant or handler of the commodity.

Ultima believes that it should be considered to be engaged in the
active conduct of a commodities business, and thus should not be a PFIC for
2004. Because this conclusion is a factual determination that is made annually
and is subject to change, there can be no assurances that Ultima will not be a
PFIC for the current or any future taxable year. Ultima stated in 2003 that it
had qualified as a PFIC for taxable years prior to 2003 and that it believed
that it would qualify as a PFIC for the year ended December 31, 2003.

Treatment if Ultima is a PFIC with respect to a U.S. Holder

If Ultima has been a PFIC at any time during the time during which a
U.S. Holder has held Ultima Units, the exchange of Ultima Units for Petrofund
Units in the Merger should be a taxable transaction to the U.S. Holder. In such
case, a U.S. Holder should recognize gain upon exchanging its Ultima Units for
Petrofund Units. Such gain should be equal to the difference between the fair
market value of the Petrofund Units received and the U.S. Holder's adjusted tax
basis in the Ultima Units exchanged. Such gain should be recognized on a
share-by-share basis and should be taxable as an "excess distribution” under the
PFIC rules. An excess distribution should be allocated ratably to each day that
the U.S. Holder held Ultima Units. Amounts allocated to the current taxable year
and to years before Ultima became a PFIC should be treated as ordinary income.
In addition, amounts allocated to each taxable year beginning with the year
Ultima first became a PFIC should be taxed at the highest rate in
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effect for that year on ordinary income. The tax should be subject to an
interest charge at the rate applicable to deficiencies for income tax.

A U.S. Holder generally should not be permitted to recognize a loss on
the exchange of Ultima Units for Petrofund Units. The U.S. Holder's basis in the
Petrofund Units received should be adjusted to reflect the gain realized. The
U.S. Holder's holding period in the Petrofund Units received should begin on the
day after the Merger.

Treatment if Ultima is not a PFIC with respect to a U.S. Holder

If Ultima has not been a PFIC at any time during the time during which
a U.S. Holder has held Ultima Units, the U.S. Holder of Ultima Units should not
be required to recognize gain on the exchange of its Ultima Units for Petrofund
Units. The aggregate adjusted tax basis of the Petrofund Units received in the
Merger should be equal to the aggregate adjusted tax basis of the Ultima Units
surrendered for the Petrofund Units. The holding period of the Petrofund Units
received should include the period during which the U.S. Holder held the Ultima
Units.

Treatment if Ultima is a PFIC with respect to a U.S.
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Holder and Petrofund is a PFIC

If, contrary to Petrofund's current belief (discussed below), Petrofund
is determined to be a PFIC for 2004, and Ultima has also been a PFIC at any time
during which a U.S. Holder has held Ultima Units, such a U.S. Holder of Ultima
Units should not be required to recognize gain on the exchange of its Ultima
Units for Petrofund Units. The aggregate adjusted tax basis of the Petrofund
Units received in the Merger should be equal to the aggregate adjusted tax basis
of the Ultima Units surrendered for the Petrofund Units. The holding period of
the Petrofund Units received should include the period during which the U.S.
Holder held the Ultima Units.

Recordkeeping Requirements

Each U.S. Holder of Ultima Units that receives Petrofund Units in the
Merger will be required to file a statement with its U.S. federal income tax
return providing its basis in the Ultima Units surrendered and the fair market
value of the Petrofund Units received, and to retain permanent records of this
information relating to the Merger.

Ownership of Petrofund Units
Distributions on Petrofund Units

Subject to the PFIC, FIC, and FPHC rules discussed below, the gross
amount of any cash distributions on the Petrofund Units (before reduction for
Canadian withholding taxes) will be taxable to a U.S. Holder as dividends to the
extent of Petrofund's current and accumulated earnings and profits, as
determined under U.S. federal income tax principles. As discussed above under
"The Special Distribution", dividends paid to noncorporate U.S. Holders,
including individuals, by a qualified foreign corporation may be eligible for a
reduced rate of taxation. Distributions on the Petrofund Units should be
eligible for this reduced rate of taxation as long as Petrofund is not a PFIC, a
FIC, or a FPHC and is eligible for the benefits of the income tax treaty between
the United States and Canada.

Distributions will be includable in a U.S. Holder's gross income on the
date actually or constructively received by the U.S. Holder. These dividends
will not be eligible for the dividends-received deduction generally allowed to
U.S. corporations in respect of dividends received from other U.S. corporations.
To the extent that the amount of any cash distribution exceeds Petrofund's
current and
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accumulated earnings and profits, as determined under U.S. federal income tax
principles, the distribution will first be treated as a tax—-free return of
capital, causing a reduction in the adjusted basis of the Petrofund Units
(thereby increasing the amount of gain or decreasing the amount of loss that a
U.S. Holder would recognize on a subsequent disposition of the Petrofund Units),
and the balance in excess of adjusted basis will be subject to tax as capital
gain.

To the extent Petrofund pays dividends on the Petrofund Units in
Canadian dollars, the U.S. dollar value of such dividends should be calculated
by reference to the exchange rate prevailing on the date of actual or
constructive receipt of the dividend, regardless of whether the Canadian dollars
are converted into U.S. dollars at that time. If Canadian dollars are converted
into U.S. dollars on the date of actual or constructive receipt of such
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dividends, a U.S. Holder's tax basis in such Canadian dollars will be equal to
their U.S. dollar value on that date and, as a result, the U.S. Holder generally
should not be required to recognize any foreign currency exchange gain or loss.
Any gain or loss recognized on a subsequent conversion or other disposition of
the Canadian dollars generally will be treated as U.S. source ordinary income or
loss.

A U.S. Holder may be entitled to deduct, or claim a U.S. foreign tax
credit for, Canadian taxes that are withheld on dividends received by the U.S.
Holder, subject to applicable limitations in the Code. Dividends paid on the
Petrofund Units generally will constitute "passive income" or, in the case of
certain U.S. Holders, "financial services income" and will be treated as income
from sources without the United States for U.S. foreign tax credit limitation
purposes. The amount of foreign income taxes that may be claimed as a credit in
any year is subject to complex limitations and restrictions, which must be
determined on an individual basis by each holder. U.S. Holders are urged to
consult their tax advisors regarding the availability of the U.S. foreign tax
credit in their particular circumstances.

Sale, Exchange or Other Disposition of Petrofund Units

Subject to the PFIC and FIC rules discussed below, upon the sale,
exchange or other disposition of common shares, a U.S. Holder generally will
recognize capital gain or loss equal to the difference between the amount
realized upon the sale, exchange or other disposition of Petrofund Units and the
U.S. Holder's adjusted tax basis in the Petrofund Units. The capital gain or
loss generally will be long-term capital gain or loss if, at the time of sale,
exchange or other disposition, the U.S. Holder has held the Petrofund Unit for
more than one year. Net long-term capital gains of noncorporate U.S. Holders,
including individuals, are eligible for reduced rates of taxation. The
deductibility of capital losses is subject to limitations. Any gain or loss that
a U.S. Holder recognizes generally will be treated as gain or loss from sources
within the United States for U.S. foreign tax credit limitation purposes.

Passive Foreign Investment Company Rules

As discussed under "Exchange of Ultima Units for Petrofund Units -

Passive Foreign Investment Company Rules", above, special rules apply in
determining whether a non-U.S. corporation is a PFIC. Petrofund believes that it
should be considered to be engaged in the active conduct of a commodities
business, and thus should not be a PFIC for 2004. Because this conclusion is a
factual determination that is made annually and is subject to change, there can
be no assurances that Petrofund will not be a PFIC for the current or any future
taxable year. Under the Code, if Petrofund were considered to be a PFIC in any
taxable year that a U.S. Holder held Petrofund Units, Petrofund generally would
be considered a PFIC for all taxable years that such U.S. Holder held Petrofund
Units after the first taxable year that Petrofund was considered to be a PFIC.

In general, if Petrofund were a PFIC, a U.S. Holder would be taxed at
ordinary income tax rates on any gain realized on the sale or exchange of the
Petrofund Units and on any "excess distributions™"
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received. Excess distributions are amounts received by a U.S. Holder with
respect to Petrofund Units in any taxable year that exceed 125% of the average
distributions received by the U.S. Holder in the shorter of either the three
previous years or the U.S. Holder's holding period for the Petrofund Units
before the current taxable year. Gain and excess distributions would be
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allocated ratably to each day that that U.S. Holder held Petrofund Units.
Amounts allocated to the current taxable year and to years before Petrofund
became a PFIC would be treated as ordinary income. In addition, amounts
allocated to each taxable year beginning with the year Petrofund first became a
PFIC would be taxed at the highest rate in effect for that year on ordinary
income. The tax would be subject to an interest charge at the rate applicable to
deficiencies for income tax.

Rather than being subject to this tax regime, a U.S. Holder could:

o make a qualified electing fund ("QEF") election to be taxed
currently on its pro rata portion of Petrofund's income and gain,
whether or not such income or gain were distributed in the form of
dividends or otherwise; or

o make a "mark-to-market" election and thereby agree, for the year
of the election and each subsequent tax year, to recognize
ordinary gain or, to the extent of any prior ordinary gain,
ordinary loss based on the increase or decrease in market value
for such taxable year. A U.S. Holder's basis in its shares would
be adjusted to reflect any such income or loss amounts.

A QEF election generally should be made for the first taxable year in
which a corporation is a PFIC.

If Petrofund were a PFIC, a U.S. Holder would be required to file
Internal Revenue Service Form 8621 for each year in which the U.S. Holder held
Petrofund Units.

U.S. Holders are strongly urged to consult their own tax advisors
regarding possible classification of Petrofund as a PFIC and the adverse tax
consequences that would result from such classification.

Foreign Investment Company Rules

Special U.S. federal income tax rules would apply to U.S. Holders if
Petrofund were a FIC. A non-U.S. corporation generally is classified as a FIC
for U.S. federal income tax purposes in any taxable year if it is (i) engaged
primarily in the business of investing, reinvesting, or trading in securities,
commodities, or interests in securities or commodities (ii) at a time when 50%
or more of the total combined voting power of all classes of stock entitled to
vote, or the total value of all classes of stock, is held, directly or
indirectly, by U.S. persons. After the Merger, U.S. persons may own 50% or more
of Petrofund's voting power or value. As discussed above, however, Petrofund
believes that it is engaged in the active conduct of a commodities business and
thus is not the type of investment company intended to be covered by the FIC
rules.

Foreign Personal Holding Company Rules

Special U.S. federal income tax rules would apply to U.S. Holders if
Petrofund were a FPHC. A non-U.S. corporation generally is classified as a FPHC
for U.S. federal income tax purposes in any taxable year if both (i) five or
fewer individuals who are U.S. citizens or residents actually or constructively
own more than 50% of all classes of the corporation's stock by vote or value at
any time during the corporation's taxable year and (ii) at least 60% of the
corporation's income is passive income,
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as described above with respect to the PFIC rules. Petrofund believes that it
should not currently be a FPHC. Because this conclusion is a factual
determination that is made annually and is subject to change, there can be no
assurances that Petrofund will not be a FPHC for the current or any future
taxable year.

Information Reporting and Backup Withholding

In general, unless a U.S. Holder belongs to a category of certain
exempt recipients (such as corporations), information reporting requirements
will apply to dividends as well as proceeds of sales of Petrofund Units that are
effected through the U.S. office of a broker or the non-U.S. office of a broker
that has certain connections with the United States. Backup withholding may
apply to these payments if a U.S. Holder fails to provide a correct taxpayer
identification number or certification of exempt status, fails to report in full
dividend and interest income or, in certain circumstances, fails to comply with
applicable certification requirements. Any amounts withheld under the backup
withholding rules will be allowed as a refund or credit against a U.S. Holder's
U.S. federal income tax, provided the U.S. Holder furnishes the required
information to the Internal Revenue Service in a timely manner.

SELECTED PRO FORMA INFORMATION RELATING TO PETROFUND

The following sets forth selected information relating to Petrofund and
Ultima together with pro forma information of Petrofund after giving effect to
the Special Distribution and Merger and certain other adjustments. Additional
information concerning Petrofund and Ultima is set forth in Appendices "B" and
"C" to this Information Circular. In addition, attached as Appendix "D" to this
Information Circular are Unaudited Pro Forma Combined Financial Statements of
Petrofund giving effect to the Special Distribution and Merger and certain other
adjustments.

The pro forma combined financial information set forth below and the
Unaudited Pro Forma Combined Financial Statements set forth in Appendix "D"
hereto are not necessarily indicative either of results of operations that would
have occurred in the year ended December 31, 2003 had the proposed Merger and
certain other adjustments been effected on January 1, 2003, or of the results of
operations expected in 2004 and future years. In preparing the pro forma
statements, no adjustments have been made to reflect the operating synergies and
the resulting cost savings expected to result from combining the operations of
Petrofund and Ultima.

Selected Pro Forma Combined Financial Information

The following table sets out certain financial information for
Petrofund and Ultima as at and for the year ended December 31, 2003 and for
Petrofund on a pro forma basis as at and for the year ended December 31, 2003
after giving effect to the Special Distribution and Merger and certain other
adjustments. The following is a summary only and must be read in conjunction
with the Unaudited Pro Forma Combined Financial Statements of Petrofund set
forth in Appendix "D" to this Information Circular.
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As at and for the year ended December 31, 2003

Pro Forma
After Giving Effect
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Petrofund Ultima to the Merger

($ millions)

REVENUES .t ittt ittt iiiieeeee 393.1 111.1 504.2

Cash flow(l) ...ovviiiinne.n. 187.6 54.9 245.8

Net income..........iiiiin 85.8 12.3 62.0

Total assetsS. ... 943.9 326.5 1,522.2

Working capital (deficiency)... (30.0) (8.2) (42.1)

Long term debt................. 110.3 73.1 193.7

Unitholders' equity............ 649.2 208.4 1,102.0

Note:

(1) Management of Ultima Co uses cash flow (before changes in non-cash
working capital) to analyze financial performance, as one measure to
benchmark performance against peers, and as one measure to determine
distribution levels. Cash flow is calculated as net income for the
period plus charges to income not requiring an outlay of funds less
credits to net income not involving a source of funds. Cash flow as
presented does not have any standardized meaning prescribed by
Generally Accepted Accounting Principles in Canada ("GAAP") and
therefore it may not be comparable with the calculation of similar
measures by other entities. Cash flow as presented is not intended to
represent operating cash flows or operating profits for the period nor
should it be viewed as an alternative to cash flow from operating
activities, net income or other measures of financial performance
calculated in accordance with GAAP. All references to cash flow
throughout this report are based on cash flow before changes in
non-cash working capital.

Selected Combined Operational Information

The following table sets out certain operational information for

Petrofund and Ultima on a pro forma combined basis after giving effect to the

Merger.
forth in

Further operational information concerning Petrofund and Ultima is set

their respective annual information forms which are attached as

Appendices "B" and "C" to this Information Circular.
PP

Petrofund Ultima

Production (1)

Natural gas (MMcf/d) ....ciiiiinenon.. 79.4 13.7

0il and NGLs (Bbls/d) ...iveiineeennn. 13,448 8,065

Total (BOE/A) (3) e v e i iieeiieeeennnn 26,681 10,348
Reserves (2) (3)

Proved (MBOE) ¢t vittnsneeeeeeenennnnnn 81,762 30,725

Proved plus Probable (MBOE) ......... 102,030 41,377
Reserve Life Index (4)

Proved. « v ittt e e e e e e e e e e 8.4 years 8.1 years

Proved plus Probable................. 10.5 years 11.0 years
Undeveloped land (thousands of net acres)... 250,509 35,270

Notes:

Combin
After Givin
to the V

93.1
21,51
37,02

112, 4
143, 4
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(1) Based on the 2004 forecast of proved plus probable production of each
of Petrofund and Ultima as estimated by the independent engineers of
each of Petrofund and Ultima in their respective reports of oil and gas
reserves as at December 31, 2003.

(2) Calculated on a gross basis before deducting royalties, without
including royalty interests, and based on the evaluations of the
independent engineers of each of Petrofund and Ultima as at December
31, 2003. The 11.7136% net royalty interest held by Ventures Trust in
the Weyburn Unit is treated as a working interest as Ultima is
responsible for its share of capital costs, operating costs, royalties
and abandonment costs.

(3) BOEs may be misleading, particularly if used in isolation. A BOE
conversion of 6 mcf:1 bbl is based on an energy equivalency conversion
method primarily applicable at the burner tip and does not represent a
value equivalency at the wellhead.

_51_
(4) Calculated as proved reserves or proved plus probable reserves, as the
case may be, divided by 2004 forecast of proved plus probable

production.
Pro Forma Combined Capitalization

The following table sets out the capitalization of Petrofund and Ultima
as at December 31, 2003, together with the pro forma combined capitalization of
Petrofund as at December 31, 2003 after giving effect to the Merger and certain
other adjustments. The following is a summary only and, where applicable, must
be read in conjunction with the Unaudited Pro Forma Combined Financial
Statements of Petrofund set forth in Appendix "D" to this Information Circular.

As at December 31, 2003

Petrofund Ultima

Net debt (S millions) (1) «u v vuinnnneeennn $140.3 $81.4

Units outstanding ($ millions) (2) .......... $1,031.2 $324.8

(73.6 million units) (57.6 million units)

Notes:

(1) Long term debt plus working capital deficiency as at December 31, 2003.
Ultima net debt also includes its deferred capital obligation relating
to the 11.7136% net royalty interest held by Ventures Trust in the
Weyburn Unit. Pro forma net debt reflects the payment of the Special
Distribution and excludes transaction costs.

(2) Units outstanding for Petrofund includes those issuable upon conversion

of outstanding exchangeable shares. Pro forma units outstanding
reflects exercise of all outstanding Ultima Rights.
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RISK FACTORS

Ultima Unitholders should carefully consider the information described
under the heading "Competitive Conditions and Risk Factors" in the Renewal
Annual Information Form of Ultima dated April 30, 2004 set forth in Appendix "C"
of this Information Circular and under the heading "Risk Factors" in the Renewal
Annual Information Form of Petrofund dated March 15, 2004 set forth in Appendix
"B" of this Information Circular, as well as the other information set forth
elsewhere in this Information Circular.

In addition to the foregoing, income tax laws, or other laws or
government incentive programs relating to the oil and gas industry, such as the
treatment of mutual fund trusts and resource allowance, may in the future be
changed or interpreted in a manner that adversely affects Petrofund and the
Petrofund Unitholders. For instance, certain proposed amendments to the Tax Act
announced in the Canadian federal government's 2004 budget may affect the
permitted amount of non-Canadian resident ownership of the Petrofund Units and
may result in increased withholding tax on Petrofund's cash distributions paid
to non-residents of Canada. In particular, the proposed transition period within
which Petrofund may be required to take certain steps to ensure that it "not be
maintained primarily for the benefit of non-residents" of Canada (as defined in
the Tax Act), currently proposed to end on January 1, 2007, may be shortened or
eliminated. Whether or not the transition period is shortened or eliminated,
Petrofund may not be able to take steps necessary to ensure that Petrofund "not
be maintained primarily for the benefit of non-residents" within the prescribed
transition period, if any, and to ensure that Petrofund maintains its mutual
fund trust status. Even if Petrofund is successful in taking such measures,
there can be no assurance that such measures will be completed in a manner that
is not detrimental to Petrofund Unitholders, including both non-resident
Petrofund Unitholders and the Petrofund Unitholders as a whole. Additionally,
legislation may be implemented to limit the investment in income funds and
royalty trusts by certain investors or to change the manner in which these
entities are taxed. Tax authorities having jurisdiction over Petrofund or the
Petrofund Unitholders may disagree with how
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Petrofund calculates its income for tax purposes or could change administrative
practices to the detriment of Petrofund or the detriment of the Petrofund
Unitholders.

STOCK EXCHANGE LISTINGS

The currently outstanding Ultima Units are listed and posted for
trading on the TSX and the Petrofund Units are listed and posted for trading on
the TSX and the AMEX. Following the Closing Date of the Merger, the Ultima Units
will be delisted from the TSX. Information with respect to the trading history
of the Petrofund Units is contained under the heading "Additional Information
Regarding Petrofund Energy Trust - Trust Unit Price Range and Trading Volumes"
and the Ultima Units is contained under the heading "Additional Information
Regarding Ultima Energy Trust - Trust Unit Price Range and Trading Volumes".

TIMING
The Merger will become effective at Closing. If the Ultima Special

Resolution is approved at the Meeting and all other conditions specified in the
Combination Agreement are satisfied or waived, Petrofund and Ultima expect the
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Closing Date will be on or about June 16, 2004.
EXPENSES OF THE MERGER

The costs to be incurred by Ultima relating to the Merger including,
without limitation, accounting and legal fees, financial advisor fees,
contractual severance obligations, the preparation and printing of this
Information Circular and other out-of-pocket costs associated with the Meeting,
but excluding retention payments and statutory severance obligations, are
estimated to be approximately $6.6 million.

INTERESTS OF EXPERTS

As of the date hereof, the partners and associates of each of Bennett
Jones LLP, considered as a group, beneficially own, directly or indirectly, less
than 1% of the issued and outstanding Ultima Units. Mr. John H. Kousinioris, a
partner with Bennett Jones LLP, is the Corporate Secretary of Ultima Co, Ultima
Energy, AcquireCo and the Manager. As of the date hereof, the partners of
Deloitte & Touche LLP do not beneficially own, directly or indirectly, any of
the issued and outstanding Ultima Units. As of the date hereof, the partners of
Collins Barrow Calgary LLP do not beneficially own, directly or indirectly, any
of the issued and outstanding Ultima Units. As of the date hereof, each of
Gilbert Laustsen Jung Associates Ltd. and McDaniel & Associates Consultants
Ltd., considered as a group, beneficially own, directly or indirectly, less than
1% of the issued and outstanding Ultima Units.

OTHER LEGAL MATTERS
Resale of Petrofund Securities

The Petrofund Units to be issued to Ultima Unitholders pursuant to the
Merger will be issued in reliance on exemptions from prospectus and registration
requirements of applicable securities laws of the various applicable provinces
and territories in Canada and (other than in Quebec and New Brunswick as
described below) will generally be "freely tradeable" (and not subject to any
"restricted period" or "hold period") if the following conditions are met: (i)
the trade is not a control distribution (as defined in applicable securities
legislation); (ii) no unusual effort is made to prepare the market or to create
a demand for the securities that are the subject of the trade; (iii) no
extraordinary commission or consideration is paid to a person or company in
respect of the trade; and (iv) if the selling securityholder
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is an insider or an officer of the issuer, the selling securityholder has no
reasonable grounds to believe that the issuer is in default of securities
legislation.

Notice of the Merger and of the issuance of the Petrofund Units
pursuant thereto will be submitted to the Autorite des marches financiers (the
"Autorite") on behalf of Petrofund which, if accepted by, or if no objection is
received within 15 days from, the Autorite, will result in the Petrofund Units
received by Ultima Unitholders resident in the Province of Quebec not being
subject to the registration and prospectus requirements of such province to
permit such securities to be freely tradeable under the applicable securities
laws of such province. In addition, an application will be made to the Office of
the Administrator for the Province of New Brunswick to provide that Petrofund
Units received by Ultima Unitholders resident in such province will not be
subject to the registration and prospectus requirements of such province and to
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permit such securities to be freely tradeable (other than as a result of any
"control block" restrictions which may arise by virtue of the ownership thereof)
under applicable securities laws of such province.

It is a condition of the Combination Agreement and the completion of
the Merger that all approvals, regulatory or otherwise, necessary in respect of
the Special Distribution and Merger be obtained. See "Details of the Merger —--—
The Combination Agreement - 