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ABBREVIATIONS

In this Annual Information Form, the abbreviatic®s forth below have the following meanings:

Oil and Natural Gas Liguids Natural Gas
bbls barrels of crude oil Mcf thousand cubic feet of natural gas
bbls/d barrels per day MMcf million cubic feet of natural gas
boe barrels of oil equivalent Bcf billion cubic feet of natural gas
boe/d barrels of oil equivalent per day Mcf/d thousand cubic feet per day
Mbbl  thousands of barrels Mcfe thousand cubic feet of gas equivalent
MSTB thousand stock tank barrels MMbtu million British Thermal Units
NGL natural gas liquids MMcf million cubic feet
Other
AECO a natural gas storage facility located km kilometres

at Suffield, Alberta km’ square kilometres
AFE  authorization for expenditure m’ cubic metres
API American Petroleum Institute 2D two dimensional

the measure of the density or gravity =~ 3D three dimensional

of liquid petroleum products derived Uss$ United States dollars

from a specific gravity $ Canadiardollars

M$ thousands of dollars

Conversion

The following table sets forth certain conversitwa$ween Standard Imperial Units and the Internation
System of Units (or metric units).

To Convert From To Multiply By
Mcf cubic metres 28.174
cubic metres cubic feet 35.315
bbls cubic metres 0.159
cubic metres bbls 6.289
feet metres 0.305
metres feet 3.281
miles kilometres 1.609
kilometres miles 0.621
acres hectares 0.405
hectares acres 2.471
gigajoules MMbtu 0.950
MMbtu gigajoules 1.0526

In this Annual Information Form, calculations of barrels of oil equivalent (boe) and thousand cubic fet of gas equivalent
(Mcfe) are based on the standard of 6 Mcf: 1 bbl wén converting natural gas to oil and 1 bbl: 6 Mcf lmen converting oil

to natural gas. Boe and Mcfe may be misleading, pacularly if used in isolation. A boe conversion r#éio of 6 Mcf: 1 bbl or

a Mcfe conversion ratio of 1 bbl: 6 Mcf is based oan energy equivalency conversion method primarilapplicable at the
burner tip and does not represent a value equivalay at the wellhead.



CONVENTIONS

Certain terms used herein are defined in Natiamgttiment 51-101 — Standards of Disclosure fora@il
Gas Activities (“NI 51-101") or the Canadian Oildasas Evaluation Handbook (“COGE Handbook”)
and, unless the context otherwise requires, shat ithe same meanings in this Annual Informatiomo
as in NI 51-101 or the COGE Handbook.

FORWARD-LOOKING STATEMENTS

Certain statements contained in this Annual InfdromaForm constitute forward-looking statements.
These statements relate to future events or thpdCation's future performance. All statements othan
statements of historical fact may be forward-logkstatements. Forward-looking statements are often,
but not always, identified by the use of words sasliseek”, “anticipate”, “plan”, “continue”, “estiate”,
“expect”, “forecast”, “may”, “will", “project”, “predict”, “potential’, “targeting”, “intend”, “could;
“might”, “should”, “believe” and similar expressien These statements involve known and unknown
risks, uncertainties and other factors that mageactual results or events to differ materialbnfrthose
anticipated in such forward-looking statements. Toeporation believes that the expectations redlbct
in those forward-looking statements are reasonaliéno assurance can be given that these expetatio
will prove to be correct and such forward-lookirtgtements included in this Annual Information Form
should not be unduly relied upon. These statenspeak only as of the date of this Annual Informatio
Form. In particular, this Annual Information Forrantains forward-looking statements pertaining t® th
following:

the quantity of reserves or resources;

the performance characteristics of the Corporatioih'and gas properties;

oil and natural gas production levels;

capital expenditure programs;

future development and exploration activities dmelttiming thereof;

future land expiries;

estimated future contractual obligations and thewrh expected to be incurred under our
farm-in commitments;

future liquidity and financial capacity;

projections of market prices and costs;

supply and demand for oil and natural gas;

expectations regarding the Corporation's abilityrd@se capital and to continually add to
reserves through acquisitions and development;

expectations relating to the award of exploratiempts by governmental authorities; and
treatment under government regulatory and taxaggimes.

With respect to forward looking statements contaiimethis Annual Information Form, the Corporation
has made assumptions regarding:

oil and natural gas production levels;

commodity prices;

availability of labour and drilling equipment;

general economic and financial market conditionst a

government regulation in the areas of taxationaltgyrates and environmental protection.



The Corporation's actual results could differ miatlgr from those anticipated in these forward-lauki
statements as a result of the risk factors set fmetow and elsewhere in this Annual Informatiomnfo

volatility in market prices for oil and natural gas

liabilities and risks inherent in oil and naturalsgoperations;

uncertainties associated with estimating oil arslrgaerves;

competition for, among other things, capital, asgans of reserves, undeveloped lands and
skilled personnel;

incorrect assessments of the value of acquisitions;

geological, technical, drilling and processing peots;

fluctuations in foreign exchange or interest rated stock market volatility;

changes in income tax laws or changes in tax lawdsirrcentive programs relating to the oil
and gas industry;

failure to realize the anticipated benefits of dsijions; and

the other factors discussed under “Risk Factors”.

These factors should not be considered exhausitatements relating to “reserves” or “resourceg’ ar
deemed to be forward-looking statements, as theghia the implied assessment, based on certain
estimates and assumptions that the resources aat/es described can be profitably produced in the
future. The forward-looking statements containethia Annual Information Form are expressly quetdfi

by this cautionary statement. CYGAM does not urak@rtany obligation to publicly update or revise any
forward-looking statements except as required byriges laws.

PRESENTATION OF OIL AND GAS INFORMATION

All oil and gas information contained in this Anhdiaformation Form has been prepared and presented
in accordance with NI 51-101. The actual oil and ggserves and future production will be greatanth

or less than the estimates provided herein. Theatgd value of future net revenue from the produact

of the disclosed oil and gas reserves does natsept the fair market value of these reserves.€lisaro
assurance that the forecast prices and costs er afisumptions made in connection with the reserves
disclosed herein will be attained and variancesdcba material.

The estimates of reserves and future net revenuendlividual properties may not reflect the same
confidence level as estimates of revenue and futateevenue for all properties, due to the effefts
aggregation.



CORPORATE STRUCTURE
Name, Address and Incorporation

CYGAM Energy Inc. (“CYGAM” or the “Corporation” othe “Company”) was incorporated under Bgsiness
Corporations Act(Alberta) (“ABCA”) on April 12, 1996 as Sheer Eggrinc. (“Sheer”). Sheer and Krystal
Energy Ltd. were then amalgamated on December998.1The Corporation subsequently changed its rtame
CYGAM Energy Inc. on October 11, 2005.

The Corporation’s principal office is located ait8u06, 138-18tAvenue, SE, Calgary, Alberta T2G 5P9 and its
registered office is located at 1900, 520/8/e. SW, Calgary, AB T2P OR3.

Inter-corporate Relationships

The Corporation owns all of the outstanding shareRigo Oil Company Limited (“Rigo”), a corporation
incorporated in Jersey, Channel Islands on Nover@b&®80, which owns all of the shares of Rigo@impany
Tunisia Ltd, incorporated in Tunisia, and Vega Gip.A. (“Vega”), a corporation incorporated in ytabn
September 6, 2003.

GENERAL DEVELOPMENT OF THE BUSINESS
General

CYGAM is an international oil and gas exploratiomdaproduction company based in Calgary, Canada. The
Corporation has an active inventory of internatiooih and gas opportunities in Italy and Tunisias #vell,
CYGAM has crude oil and natural gas production ibesta, Canada and oil production in the Sud Remada
Permit in Tunisia.

Corporate Strategy

CYGAM's business plan is to increase its productenmd reserves through international acquisitiond an
exploration. The Corporation’s operations are t@geo areas that have good exploration potensialble
economic and business environments, and effe@ya kystems. CYGAM'’s primary interests are in Simand
Italy, where the Corporation is building a presetime®ugh joint ventures, drilling and acquisitiora)d has
production in the Sud Remada Permit in Tunisia, andCanada, where the Corporation owns interests in
producing oil and gas wells.

CYGAM plans to create value by developing a baldrmertfolio of short, medium and long-term opporties.
CYGAM intends to realize this by leveraging its etss building strong partnerships, participatindgid rounds
to gain low cost exposure to high impact opportasjtexecuting accretive mergers and acquisitionfsitther
strengthen its short and near-term portfolio, faogon growth in value and reserves potential, lagmg its
management team'’s international oil and gas exgeetti add accretive production and reserves, avelajgng
and building on strategic alliances with nationhtompanies and large proven operators.

In reviewing potential drilling or acquisition opponities, CYGAM considers the following criteriask capital
to secure or evaluate the opportunity, the potergtarn of the project, and the likelihood of sess.

Personnel

As at December 31, 2010, CYGAM had nine (9) futhdéi employees and three (3) part time employees or
consultants based in its offices in Calgary, Rom Eunis, Tunisia.



Three Year History
2008

Tunisia

Sud Remada Permit

During March and April 2008, CYGAM participated tine drilling of a discovery well, TT2, on the SudrRada
Permit in southern Tunisia, at a 14% working intetevel with the permit Operator, Storm Tunisi&trm”) a
subsidiary of Chinook Energy Inc. The well waslddland cased to a total depth of approximatel@Q fhetres,
having discovered light oil in the Ordovician BieB Tartar Formation. In October 2008, the Operatimmpted
twice to hydraulically fracture and stimulate thellwn order to increase productivity. Hydrauliaéturing of the
Ordovician Formation did not succeed, possibly tlueequipment failure. Nevertheless, due to positog
analysis, an application was submitted to the stdteompany, Enterprise Tunisienne d’Activitiestidéeres
(“ETAP”), to place the well on an extended prodosttest.

Bazma Permit

In June 2008, the Corporation completed the adgpnsof a 60 km 2D seismic program on the Bazmanriteo
further define a drilling prospect near the Tanfia 8aguel producing fields. Seismic interpretatonfirmed the
presence of one structure (hamed “Frida”) with Eimgeophysical character as the Tarfa field arwhtied
approximately 5 km from a producing well and pipeB. Several additional drillable prospects wese altlined
on the Bazma Permit.

Jorf Permit

In June, CYGAM conducted an additional 200 km 23reé& program in the north-western portion of tloef J
permit. The presence of two large pinnacle reefPaimian age was confirmed and CYGAM and its pastne
committed to drill a well on this permit by 2011.

2009
Tunisia
Sud Remadkermit

A successful work-over was completed on the TT2alisry well on the Sud Remada Permit in Februagg20
Following the work-over, test production facilitiegere installed and production commenced in Maliahthe
end of December, the well had flowed close to 60 88Is of light oil (43° to 44° API) from the Ordaian Bir
Ben Tartar Formation at a depth of 1,422 metre® ©uhe absence of nearby pipelines, the oil leas rucked
to the La Skhira oil terminal on the coast of Tumis

The TT2 well confirmed an Ordovician structure mstied to have an areal extent of approximatelyriiband a
gross hydrocarbon column of approximately 57 metredlovember 2009, a 3D seismic survey was acduire
the TT structure in order to select the locatiotwas appraisal wells planned for 2010.

Bazma Permit

During 2009, CYGAM continued both the evaluationtleé Bazma Permit and the search for potential farm
partners. In October, CYGAM'’s wholly-owned subsigtigRigo, signed an Option and Farm-in Agreemerti ai



large U.S. independent oil and natural gas comgidrey“U.S. Company”) for the Bazma Permit, locatedhore

in central Tunisia. Under the terms of the agregmre U.S. Company agreed to reimburse CYGAM for a
portion of past costs, re-process a substantiabiatmaf existing 2D seismic data and acquire a lapgantity of
new 2D seismic data on the permit at no cost to B8MGThe U.S. Company also had the option to condugb
seismic survey and the option of earning an intdogsdrilling a deep well on the permit. In Decemi2€09,
CYGAM was able to secure a seismic crew and comegeiite acquisition of the new 2D seismic program on
behalf of the U.S. Company.

Jorf Permit

CYGAM continued the interpretation of a 200 km g&ts program begun in 2008 for the Jorf Permit. The
Corporation initiated the transfer of operatorstuyl part of its interest in the permit to TimgaceEyy, a private
Egyptian company, which became responsible for @0&xploration expenditures.

Sud Tozeur Permit

The evaluation of several structures on the langk ®zeur Permit continued in 2009. This permit whiially
granted in July 2007, for an initial period of foyears, and CYGAM approached several companies tivéh
intention of farming-out the drilling of a deep Weh this very large permit.

Italy
C.R148.VG Permit

In June 2009, CYGAM acquired 233 km of 2D marinisre& survey, conducted by Petroleum Geo-Serviaes,
Norwegian geophysical company, around and acras<CtR148.VG Permit offshore Sicily. This new sesmi
data was acquired in order to better evaluatege lstructure, named Aretusa and located in thealgudrt of the
permit, which had already been mapped with oldetage seismic data, and to determine a potentiadlation
with the Mila field, located some 45 km to the hevtest.

C.R268.VG Permit

In July 2009, CYGAM commissioned DeGolyer and Magtlaon Canada Limited (“D&M”), a worldwide
petroleum and engineering consulting firm, to prepan independent evaluation of the Elsa struciurieh
comprises the B.R268.RG Permit located offshoréhan central Adriatic Sea. D&M determined that atbes
estimate of the gross unrisked contingent recoveralh and gas resource attributable to the 13.65 Kisa
structure was 104.23 million bbls of oil and 31.& Bf gas (40.29 million bbls plus 4.26 Bcf for tleev case and
166.66 million bbls plus 89.42 Bcf for the high easThe D&M resource estimates were prepared inrdence
with the requirements of the Canadian Nationalriment 51-101 Standards of Disclosure for Oil arak G
Activities. See “Summary of Contingent Resourc&R268.RG Italy” below. While existing seismic datathe
permit clearly shows several large structures, glitisure, D&M was asked to evaluate only the Elsacture.

In December 2009, the Corporation announced thaubsidiary, Vega, had entered into a Farm-oueégent
with Petroceltic International plc., a company lwhée Dublin, Ireland and listed on the AIM Londomo&k
Exchange (“Petroceltic”) for the B.R268.RG Perrtiie(“B.R268.RG Farm-out Agreement”) whereby Petitace
agreed to pay 100% of well costs for the proposksd B well to be drilled on the permit and Vegaeagr to
transfer to Petroceltic 30% participating interastthe permit. The transfer would be completed s @%
participating interest in the permit effective upalhlong-lead items required to drill the Elsa 2lMhaving been
ordered and as to the remaining 20% participatmegrést in the permit upon spudding of the Elsaell an or
before October 31, 2010, subject to any extensjoasted by Italian Government authorities and coteskto by
Vega and Petroceltic. Upon the assignment of ttexdést and successful completion of the Elsa 2, Welja and



Petroceltic will participate in the future develogm, rights and obligations of the permit in aceworce with the
following participating interests: 30% for Vega ar@o for Petroceltic.

Vega and Petroceltic also agreed that, from thectte date of the Agreement, de facto operatorshifhe

permit would be transferred from Vega to Petrocedtid Petroceltic would become the operator witipeet to
all operations conducted in relation to the peumitler the Elsa Joint Operating Agreement (the “B3A”"). In

consideration for receiving the assignment andrdwesfer of operatorship, Petroceltic agreed téoper all well

operations and to pay all exploration costs relatethe permit and all costs of well operations emtihe Elsa
JOA, including coring and logging, prior to the gatial setting of final production casing in thes&l2 well.
Exploration costs included the costs of any poatitiill stem test in the Elsa 2 well and all abamtient costs if
final production casing is not set.

2010
Tunisia
Sud Remada Permit

In March 2010, CYGAM received an independent assens of reserves and an independent assessment of
contingent oil and gas resources for the 67 K structure on the Sud Remada Permit, locateaesTunisia.
Total recoverable proved plus probable plus possibserves before production attributed to the seeméral
portion of the TT structure were assessed at 18lBmbbls. In addition, D&M also provided a sep&# report
for the contingent resources of crude oil and rsdtgas potentially recoverable from the balancehef TT
structure. CYGAM'’s 14% gross working interest prody#us probable plus possible reserves, beforeustah,
were estimated at 2,081,482 bbls of oil and 1,12IcMof sales gas. CYGAM's 14% gross working intéres
contingent oil and gas resources quantities wemmated at 2,099,000 bbls of oil and 9,150 MMcfyak for the
low case scenario, 3,779,000 bbls of oil and 18]A8&f of gas for the best case scenario and 7, 8bkbls of
oil and 38,199 MMcf of gas for the high case scendfor more details, see “Statement of Reserveaa Bad
Other Oil and Gas Information — Petroleum and Nat@Gas Reserves” and “Summary of Contingent Reggurc
TT Structure, Sud Remada Permit, Tunisia” below.

The TT2 well on the Sud Remada Permit continuefiotw 44° API oil at rates ranging from 160 bbls/dtlae
beginning of the year to approximately 100 bbld/the end of the year due to natural decline amceatilack of
artificial lift, at an average well-head pressufel@®0 psi, with 1.2% water cut. To December 31,®0he well
produced in excess of 100,000 bbls of oil (CYGAMghbeing14,000 bbls) since being placed on pramucin
March 22, 2009.

In December 2010, CYGAM announced that the secaptbeatory well (TT3) at Sud Remada had been cased
total depth (1,555 metres) and suspended awaitimpletion in early 2011. The well was drilled o 7 knf
TT structure with the primary targets being the @rdian Jeffara and Bir Ben Tartar reservoirs thatre
originally encountered and proven productive in T& discovery well located approximately 2.8 kmthe
northeast. Several cores were cut in the OrdoviBiaBen Tartar Formation as well as in the Silarigannezuft
“hot shales” which will be assessed for their un@sriional reservoir qualities. An extensive loggiagd
wireline testing program using a modular dynamstee (MDT) tool was undertaken over both the Ordawi
and Silurian Formations. Completion operationsnpéad for mid to late first quarter 2011, would irdé a
fracture stimulation of the Bir Ben Tartar Format@&nd would require the mobilisation of a specedizrew.

Drilling of the TT3 well fulfilled all the explorédn requirements on the permit. Data from this well be
included in the Plan of Development for a TT PrdaucConcession to be submitted to the Tunisiahaittes
in early 2011.



Bazma Permit

In January 2010, CYGAM completed the acquisitiorapproximately 300 km of new 2D detailed seismitada
across previously recognized deep Ordovician amkSic structures on the Bazma Permit in Tunisiacéssing

of this new seismic data and reprocessing of a lamge quantity of older seismic data commencee@arly
March and was completed in September 2010. The Copany announced in late October that, due teroth
commitments, it would not exercise its option tdldmn Ordovician well on the Bazma Permit. CYGAMasv
given full ownership of all the seismic programddpéor by the U.S. Company and commenced its own
interpretation of the data in the latter part af {ear.

Italy
C.R268.VG Permit

On March 5, 2010, CYGAM announced that Petrocditid officially assumed operatorship of the B.R263.R
Permit located in the Adriatic Sea, offshore Itayd that it planned to appraise the 15° Kefsa structure.
Petroceltic was planning to commence drilling opiers in September 2010, subject to receiving attessary
regulatory approvals.

In August 2010, Legislative Decree (“DL128") wasspad into law, amending the Italian Environmentadl€by

prohibiting within five miles of the coastline amdthin twelve miles of the perimeter of protectednme parks
activities related to the exploration, researcproduction of liquid hydrocarbons and gases. Tlopgsed Elsa 2
well location was within the newly prohibited ar@s it is approximately 3.8 miles from the coastliBetroceltic
applied for permission to suspend its timing olliy@s under the permit in order to extend the wplid date
deadline until interpretation issues regarding D& I#e resolved. Several companies were workingutiro
Assominerara (the Italian Association of Oil andsGaompanies) to clarify and, if necessary, amend 8L

Later in 2010, CYGAM requested clarification frornet Italian authorities regarding the interpretatemd

validity of the Decree in relation to the Elsa jajand submitted an application to the MinistryEabnomic

Development to “freeze” the permit and thereforeeed its drilling deadline.

C.R148.VG Permit

CYGAM's C.R148.VG Permit, offshore Sicily, was alisapacted by DL128 as a portion of the permit i a
twelve-mile perimeter of an environmentally proestarea. The Company made an application on Novehthe
2010, calling for the extension of the C.R148.V@nilefrom August 26, 2010 until August 26, 2011.
Corporate

In March 2010, CYGAM closed a short-form prospeabéfering which resulted in the issuance of 12,088,
units of the Corporation (“Units”) at a price of .80 per unit, for gross proceeds of $7.25 milliBach Unit was
comprised of one common share of the Corporati@hare-half of one common share purchase warrait, wi
each whole warrant entitling the holder to purchase common share for $0.80 per share until SepEe3D,
2011.

Recent Developments

Tunisia

Sud Remada Permit

The Sud Remada Permit is located onshore Tunisizacompasses an area of 1,173,215 acres (4,724}8 km



In January 2011, the operator of the Sud RemadaiR&torm Tunisia submitted a Plan of Developnfentthe
TT structure to the Tunisian authorities and becatiévely engaged with ETAP to obtain the grantofga
Production Concession by the Direction GénéraléEteergie (‘DGE”). Approval for the 352 kfmProduction
Concession around the TT structure was receivégbiit 2011.

Drilling of the TT4 appraisal well on the Sud Reradkermit commenced in January 2011 and was cordpigte
mid February. Production casing was set to totptidef 1,745 metres. The TT4 well, located appratity 6
km south-east of the TT2 discovery well and apprately 7.6 km south-east of the recently cased W&,
evaluated the main Bin Ben Tartar Ordovician Foromatthe Triassic Tagi, the Silurian Acacus and ezuft
Formations, the Ordovician Jaffara and a new deppepective target in the Cambrian which was rathed
by the TT2 or the TT3 wells. An extensive logginglawireline testing program undertaken over theo®ialan
section confirmed that two zones interpreted agdoatbon-bearing in the TT2 discovery well externeroa
significant portion of the large TT structure. Dny at the TT4 location commenced shortly aftevilci
disobedience of increasing intensity around thedmicbf January led to the resignation of the Peagicf
Tunisia in favour of an interim government thatimds to lead the country until elections can bd kegkr this
year. Drilling of the TT4 well and production opgoas at the TT2 location did not incur any intgian during
this period. The security situation improved quyctd “near normal” with an end to an overnight ewfand with
schools and businesses being open, including CY@GAMinis office. Minor localized demonstrations @alis
only short term disruptions. The interim governmehf unisia stated its intent to honour all lawédantracts in
place prior to the change in government and waglgrsuccessful, with the support of the major labgroups,
in having people return to work to help re-stag étonomy.

In April, upon arrival of equipment and specializzéws, multiple fracture stimulations commencethi TT4,
TT3 and TT2 wells with the main targets being theBen Tartar and Jeffara Ordovician Formationsackire
stimulation of the Silurian Tannezuft Formation (arconventional shale reservoir) was also planAgatogram
to drill five additional development wells was alsoalized. In addition to the 67 KnTT structure, six other
structures, including the 74 Kril Bell anomaly located approximately 17 km ncetist of the TT2 discovery
well, and several leads were identified on thenillon acre Sud Remada block. CYGAM will partictedor its
14% direct working interest in all the appraisa¢yvelopment and exploratory operations on the Suuada
Permit.

In May 2011, CYGAM announced the following compbetiresults on three Sud Remada wells:

TT2 well: The producing Upper Bir Ben Tartar zomdhich has produced over 110,000 bbls to date fitoen
discovery well under natural flow, was re-completada single stimulation within the Lower Jeffarattwa

fracture stimulation (100,000 Ibs). After a 228-hflaw period, during which a water volume close@ of the
load water used was recovered, the final 24-hderwas 266 bbls of fluid per day with a 19% watdr @he gas
rate averaged 273 Mcf/d for a total hydrocarbordpotion of 265 boe/d.

TT3 well: Four separate fracture stimulations warecessfully performed on the Lower Bir Ben Ta(6,000
Ibs), Lower Jeffara (108,000 Ibs), Upper Jeffarg, @00 Ibs) and the Tannezuft shale (114,000 Ibis@ Oower

Bir Ben Tartar was completed below the pool oilevatontact and confirmed wet. After a 70-hour flpgriod,
during which a water volume equal to approximag8$o of the load water used was recovered, the fiddlour
rate was 1,452 bbls of fluid per day with a 41% ewatut. The gas rate averaged 1,030 Mcf/d for total
hydrocarbon production of 1,020 boe/d.

TT4 well: A single fracture treatment (125,000)lbsas performed on perforations in the Upper BinBartar
and Lower Jeffara intervals combined. The Uppédiadafis not developed at this location. After a-b@lr flow
period, during which a water volume equal to appnately 75% of the load water used was recovertedfihal
24-hour rate was 95 bbls of fluid per day with &#AWater cut. The gas rate averaged 1,373 Mcf/ddta
hydrocarbon production of 285 boe/d.



Bazma Permit

The Bazma Permit, located onshore south-centralisieynis the western extension of the Jorf permitl a
encompasses an area of 1,616 (389,308 acres).

In February, CYGAM announced that it received tppraval from Tunisian authorities to extend the Baz
Permit for one year (to July 27, 2012) and that deep Ordovician well would be drilled on that périm late
2011.

Sud Tozeur Permit

The Sud Tozeur Permit, located near the Algerianddroand adjacent to the Sabria and El Franigdjetdvers
an area of 4,380 khf1,082,283 acres) and carries a drilling commitnuerer a period of four years.

CYGAM initially held a 100% working interest in theermit and is currently discussing joint ventugeegments
with other companies to participate in the exploraton a promoted basis. CYGAM received a two-year
extension (to May 12, 2013) by committing to acquir 200 krh 3D seismic survey in Q3, 2011, and by
committing to drill a 4,500 metre Ordovician ex@tory test on the permit. The 3D seismic survey bé
conducted immediately north of the El Franig pradgcfield where one Ordovician well increased its
productivity to over 5,000 boe/d after successtftifigial fracturing operations. It is expected thiae 3D seismic
survey will enhance the interpretation of a 27°lgttucture already identified by CYGAM north-eastttee El
Franig field on the basis of proprietary 2D seisiéta. The Company has received bids for the aitiquiof
seismic to fulfill work commitments transferredrindhe relinquished Jorf Permit.

Italy

As of April 19, 2011, Assominerara had petitioned European Union to persuade the Italian Goverhiteen
annul the bans enacted by DL128.

C.R148.VG Permit

CYGAM's C.R148.VG Permit, offshore Sicily, is alsoapacted by DL128 as a portion of the permit ismmta
twelve-mile perimeter of an environmentally proeettirea. The Company made an application on Novehie
2010, calling for the extension of the C.R148.VQ@rhie from August 26, 2010 until August 26, 2011.eTh
expiration of the permit was extended to Novemb®erZD13 by way of a Decree issued in February 2011.

Colle della Guardia Application

In May 2011, the Company received preliminary apaldor an exploration permit called Colle della @&dia.
This 81.18 krA (20,060 acres) permit is located south-east ofGhétaquana Permit, in the Molise region,
adjacent to the coastline. Final award for this 5@8%rking interest permit is expected in late 20Xtera
ministerial and provincial review of all the necagsenvironmental reports. Commitments on the peimolude
re-processing and interpretation of 50 km of erggeismic data which may be followed by an electadrill a
1,500 metre exploratory well. Gas transmissioraistiiucture is in place in close proximity to thenpié.

Activities in Canada

Production in Canada was similar to that in thevioiges quarter, at 31.9 barrels of oil equivalent day. In
March 2011, the board of directors decided thasah@operties were no longer strategic assetseo€Ctmpany
and made the decision to actively commence a salegs of the properties. Active marketing of thepprties
did not commence until the second quarter of 2011.



Corporate
In April and May 2011 the Company announced auesiring of the board and management of the Company

Mr. Gary Hyde was appointed Chief Executive Offieerd Chief Operating Officer and was appointedhi® t
Board of Directors. Mr. Brad Goldie was appointegedtdent. Messrs. Hyde and Goldie will provide thei
experienced leadership and international expettiseanage and develop the Company's significamtssand
lead the Company as it works to build out its poief with a focus on new exploration and developtnen
opportunities in its core region. Mr. Alastair Raisen was appointed Chief Financial Officer, rejpigavir. Ali
Rawiji.

Mr. Giuseppe Rigo, the previous Chief Executiveicaff, and Mr. Dario Sodero, the previous Presidesigned
from their respective positions. Mr. Rigo will conte in his role of Executive Chairman of the Boafd
Directors, and Mr. Sodero will continue in his r@e a director. Mrs. Neli da Silva Rigo, the widowDr.
Fabrizio Rigo and the major shareholder of CYGAM,. Berrick Armstrong and Mr. Drew Burgess resigned
from the Board of Directors. The Board of Directomv consists of Giuseppe Rigo (Executive Chairm&ayy
Hyde (Chief Executive Officer and Chief Operatinffi€®r), Dario Sodero, Peter Haverson and Alecr&iewho
was appointed to the board in March 2011.

STATEMENT OF RESERVES DATA AND OTHER OIL AND GAS IN FORMATION
Petroleum and Natural Gas Reserves

DeGolyer and MacNaughton Canada Limited (“D&M”")dependent petroleum engineers of Calgary, Alberta,
prepared independent engineering evaluations Beetmber 31, 2010, evaluating the proved and prpues!
probable plus possible crude oil, natural gas atdral gas products reserves attributable to CYGA®Bnadian
and Tunisian properties and the net present valftiisture net revenue for these reserves usingcésteprices
and costs as of the effective date December 310 2Bk “Reserve Report”). The Reserve Report wapared
and is presented in accordance with the requiresvadtil 51-101.

All of the Corporation’s oil and gas reserves aPatember 31, 2010 are attributable to propertieatéd in
Alberta, Canada and Tunisia. For information conicgy resources attributable to properties locateldaly, see
“Summary of Contingent Resources — B.R268.RG ltaly.

The net present value of future net revenue atalila to reserves is stated without provision faerest and
general and administrative costs, but after progjdor estimated royalties, production costs, dgwelent costs,
other income, future capital expenditures and wkdndonment costs for only those wells assigneziwes by
D&M. It should not be assumed that the undiscourdedliscounted net present value of future netmege
attributable to reserves estimated by D&M represéme fair market value of those reserves. Othguraptions
and qualifications relating to costs, prices fotufe production and other matters are summarizeéirheThe

recovery and reserve estimates of oil, NGL andradtyas reserves provided herein are estimates Aalyal

reserves may be greater than or less than theagesmrovided herein.

Possible reserves are those additional reserveardnéess certain to be recovered than probabrves. There is
a 10% probability that the quantities actually nesr@d will equal or exceed the sum of proved phabable plus
possible reserves.

The Reserve Report is based upon certain factual sigpplied by the Corporation and D&M’s opinion of
reasonable practice in the industry. The extentdradacter of ownership and all factual data peirigito the
Corporation’s petroleum properties and contrackedpt for certain information residing in the pabtiomain)



were supplied by CYGAM to D&M and accepted withaumy further investigation. D&M accepted this dasa a
presented and neither title searches nor fieldeictspns were conducted.

The following tables, based on the Reserve Repoet,a summary of the oil, natural gas and NGL reser
attributable to the Canadian and Tunisian propedfeCYGAM and the net present value of estimategdré net
revenue attributable to such reserves as estimatdtle Reserve Report based on forecast price astl ¢
assumptions. Throughout the following summary tabléferences may arise due to rounding.

In accordance with the requirements of NI 51-1@thched hereto are the following appendices:

Appendix A: Report on Reserves Data by Indepen@Qematified Reserves
Evaluator (D&M) in Form 51-101F2 containing cert&iformation
estimated using forecast prices and costs basédoamber 31,
2010 pricing assumptions

Appendix B: Report of Management and Directors dra@d Gas Disclosure in
Form 51-101F3

Definitions used for reserve categories in the ResBeport are attached as Appendix C hereto.



This table summarizes Cygam's oil and gas reserves of December 31, 2010

SUMMARY OF RESERVES AS OF December 31, 2010 (ForestPrices & Costs)

Light & Medium Oil Heavy Oil Natural Gas (1) Natural G as Liquids
Gross(2) | Net(3) | Gross(2] Net(3)| Gross(2) Net(3) @s(2)| Net(3)
RESERVES CATEGORY (Mbbls) | (Mbbis) | (Mbbls) | (Mbbis) | (MMcf) | (MMcf) | (Mbbls) | (Mbb Is)
TOTAL CANADIAN PROPERTIES
PROVED
Developed Producing 15 13 205 202 6 5
Developed Non-Producing 1 il 1 il - -
Undeveloped - - 193 168 2 1
TOTAL PROVED 16 14 399 37 8 g
Probable 7 g 69 671 2 1
TOTAL PROVED + PROBABLE 23 2 468 439 10 i
TOTAL TUNISIAN PROPERTIES
PROVED
Developed Producing 10 10
Developed Non-Producing 83 81
Undeveloped 53 52
TOTAL PROVED 146 143 - -
Probable 1513 1,432 904 859
TOTAL PROVED + PROBABLE 1,659 1,579 904 859
Possible 1471 1,369 1,019 941]
TOTALPROVED +PROB+POY 3,130 2,944 1,919 1,796
TOTAL COMPANY
PROVED
Developed Producing 25 23 205 202 6 5
Developed Non-Producing 84 82 1 il - -
Undeveloped 53 52 193 168 2 1
TOTAL PROVED 162 157 399 37 8 g
Probable 1,520 1,438 973 922 2 1
TOTAL PROVED + PROBABLE 1,682 1,599 1,372 1,293 10 1
Possible 1471 1,369 1,019 941 - -
TOTALPROVED +PROB+POY 3,153 2,964 2,381 2,234 10 i
Notes:

1.) Estimates of Reserves of natural gas includecited and non-associated gas.

2.) "Gross Reserves" are Company's working inteezstrves before the deduction of royalties.

3.) "Net Reserves" are Company's working interestives after deductions of royalty obligationsjthe Company's royalty interests.
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This table summarizes the undiscounted wa and the present value, discounted at 5, 10, 16:20%,
of Cygam's estimated future net revenue bagen forecast price and cost assumptions as of Decger 31, 2010.

SUMMARY OF NET PRESENT VALUE OF FUTURE NET REVENUE

AS OF December 31, 2010 (Forecast Prices & Costs)

Net Present Value (NPV) of Future Net Revenue (FNR) Unit Value
Before Income Taxes - Discounted at (%fyr) After Income Taxes - Discounted at (%lyr) BFIT Disc.
0 5 10 15 2 0 5 10 15 20 | @Lo%
RESERVES CATEGORY (M$) (M$) (M) (M9) (M$) (M) (M$) (M) (M$) (M$) [ (§/BOE)
CANADIAN PROPERTIES
PROVED
Developed Producing 1,628 1,307 1,073 899 764 1,626 1,307 1,073 898 769 2082
Developed Non-Producing 60 4 21 i 16 5 3 pa 19 1 230
Undeveloped 778 401 2 123 64 606 314 174 9 41 7.5
TOTAL PROVED 2,466 1,748 1,321 1,041 843 2,28 1,654 1,272 1,012 827 16.11
Probable 600 334 202 130 83 45( 254 154 102 71 110
TOTAL PROVED + PROBABLE 3,066 2,084 1,523 1171 933 2,73 1,913 1,421 1,114 899 15.1
TUNISIAN PROPERTIES
PROVED
Developed Producing 412 384 369 344 34 182 168 154 144 134 36.1
Developed Non-Producing 5,020 4,30 3,743 3,284 2,914 2473 2,101 1,813 1,586 1,404 46.17
Undeveloped 2,733 2,184 1,759 1414 1,139 863 650 474 33 24 3394
TOTAL PROVED 8,165 6,884 5,864 5,05( 4,389 3,514 2,919 2,447 2,070 1,76 4102
Probable 104155 59,110 367801 2421 16403 17,004 11114 6,910 3844 1,582 23.34
TOTAL PROVED + PROBABLE 1123200 65999 42649 29260 20784 20500 14,033 9,357 5,914 3,341 24.83
Possible 176060 67628 40940 26004 16974 20834 12548 7,442 4,20 2,164 26.83
TOTAL PROVED + PROB + POSS 22992 133263 83589 55263 37,761 4135 26580 16799 10,143 5,513 2577
TOTAL COMPANY
PROVED
Developed Producing 2,040 1,69 1,439 1,244 1,093 1,814 147 1,229 1,043 900 56.94
Developed Non-Producing 5,080 4,34 3,710 3,30 2,934 2,528 2,138 1,834 1,609 141 69.29
Undeveloped 3511 2,589 1,980 1,539 1,203 1,469 964 652 434 279 2441
TOTAL PROVED 10,631 8,632 7,189 6,091 5,23 5,807 4,571 3,719 3084 2,59 319
Probable 104755 594471 36983 24340 16491 17454 11,369 7,06 3,950 1,653 34.39
TOTAL PROVED + PROBABLE 115386 68079 44172 3043 21720 23260 1594 10,784 7,032 4,24 243
Possible 176060 67268 40940 26009 1697 20834 12548 7,442 4,20 2,164 26.83
TOTAL PROVED + PROB + POSS 232992 1353471  &114 56434 38694 44004 28494 1822 11257 6,411 2449
Notes:

Reference tem Forecast Prices

NPV of FNR includes all resource income; Saleibfgas, by-product reserves; Processing of thadypreserves; Other income.

Income Taxes inclucles all resource income, appatgincome tax calculations and prior tax pools.

The unit values are based on net reserve volunfeseiacome tax (BFIT).

Note: The numbers in this table may not add exatttyto rounding.

11



TOTAL FUTURE NET REVENUE (Undiscounted)
AS OF December 31, 2010 (Forecast Prices & Costs)

BT Future AT Future
Operating | Development | Well Aband. | Net Revenue Net Revenue]
Revenue (1)|  Royalties Cost Costs Costs (1) Income Taxe ~ (2)
RESERVES CATEGORY (M$) (M$) (M$) (M$) (M$) (M$) (M3) (M$)
CANADIAN PROPERTIES
PROVED DEVELOPED PRODUCING | 3,070| 379 997 - | 74 1,628 - | 1624
PROVED DEVELOPED | 3,197| 397 1,034 1| 80 1,684 5 1,683
TOTAL PROVED | 4,738 600 1444 143 89 2,464 171 2,284
TOTAL PROVED + PROBABLE | 6,245 774 2,154 144 10} 3,064 321 2,734
TUNISIAN PROPERTIES
PROVED DEVELOPED PRODUCING | 1,008 2 564 - | 4 412 230 189
PROVED DEVELOPED | 9,417| 184 3,679 104 1 5,43 2,171 2,659
TOTAL PROVED [ 14782 296 5,451 849 24 8,163 4,641 3514
TOTAL PROVED + PROBABLE [ 204043 10,17( 62,581 18,644 324 112320 91794 20,524
TOTALPROVED +PROB+POSS |  386713] 22914 101484 31,839 540 229926 188570 41354
TOTAL COMPANY
PROVED DEVELOPED PRODUCING | 4,078 399 1561 - | 84 2,040 23 1810
PROVED DEVELOPED [ 12614 580} 4714 101 91 7120 2,781 4334
TOTAL PROVED [ 19520| 896 6,891 984 114 10,63] 4824 5,801
TOTAL PROVED + PROBABLE [ 210289 10,949 64,74 18,791 44 11538 9219 23,261
TOTALPROVED +PROB+POSS |  392958] 23684 103644 31,979 651 232,990 188891 44099
Notes:

(1) Including the revenue for MISC interest on Signiitaonnection with Canadian and Total Company Rese

(2) BT = Before Taxes and AT = After Taxes.

Reference Item Forecast Prices

Note: The numbers in this table may not add exatitfyto rounding.
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RESERVES CATEGORY

CANADIAN PROPERTIES

NET PRESENT VALUE OF FUTURE NET REVENUE BY PRODUCTI ON GROUP

BFIT Future Net Revenug

PROVED

PROVED + PROBABLE

TUNISIAN PROPERTIES

PROVED

PROVED + PROBABLE

TOTAL COMPANY

PROVED

PROVED + PROBABLE

Notes:

AS OF DECEMBER 31, 2010 (FORECAST PRICE & COSTS) Discounted (10%/Yr)(1) UNIT VALUE
(M$) ($/BOE)

Light & Medium Crude Qil (including solution gas) 409 26.]
Heavy Oil - -
Natural gas (including by-products but excludintusion gas from il wells) 913 131
Light & Medium Crude Ol (including solution gas) 477 214
Heavy Oil - -
Natural gas (including by-products but excludiniution gas from oil wells) 1,04 13.3
Light & Medium Crude Ol (including solution gas) 5,868 41(
Heavy Oil -
Natural gas (including by-products but excludiniution gas from oil wells)
Light & Medium Crude Ol (including solution gas) 41,436 24.1
Heavy Oil -
Natural gas (including by-products but excludiniution gas from oil wells)
Light & Medium Crude Ol (including solution gas) 6,217 394
Heavy Oil - -
Natural gas (including by-products but excludiniution gas from oil wells) 913 131
Light & Medium Crude Qil (including solution gas) 41,913 24
Heawy Oil - -
Natural gas (including by-products but excludintution gas from il wells) 1,04 13.3

(L) The unit values are based on net reserve volunfeseiacome tax (BFIT).

Reference Item Forecast Prices

Note: The numbers in this table may not add exatitlyto rounding.
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PRICING ASSUMPTIONS
Forecast Prices and Costs — December 31, 2010
D&M employed the following pricing, exchange ratadanflation rate assumptions as of December 310460
estimating CYGAM'’s reserves data using forecastgsriand costs.
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TABLE B-2
Degolyer and MacNaughton Canada Limited Price Fore&st — Brent
Effective Date: December 31, 2010

YEAR | WTI@CUSHING Brent/Blen
$/BBL $/BBL

2011 $88.00 $93.00
2012 $90.78 $91.78
2013 $93.64 $92.64
2014 $96.57 $94.57
2015 $99.58 $97.58
2016 $101.58 $99.58
2017 $103.61 $101.61
2018 $105.68 $103.68
2019 $107.79 $105.79
2020 $109.95 $107.95
2021 $112.15 $110.15
2022 $114.39 $112.39
2023 | +2.0% Thereafter| +2.0% Thereafter
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RECONCILIATION OF CHANGES IN RESERVES AND FUTURE NE T REVENUE

Reserves Reconciliation

The following table sets forth a reconciliation ©@¥GAM'’s total gross (before royalty) proved, probaland

proved plus probable reserves as at December 30, &fainst such reserves as at December 31, 2@ed ba
forecast price and cost assumptions.

ASSOCIATED AND NON-
LIGHT AND MEDIUM OIL ASSOCIATED GAS NATURAL GAS LIQUIDS
Gross Gross
Gross Proved Proved

Gross Gross Proved Plus Gross Gross Plus Gross Gross Plus

Proved Probable Probable Proved Probable Probable Proved Probable Probable
FACTORS (MSTB) (MSTB) (MSTB) (MMSCF) | (MMSCF) (MMSCF) (MSTB) (MSTB) (MSTB)
December 31, 2009 124.0 914.0 1,038.0 41 51 930 9.3 p.5 11.8
Technical Revisions 46.2 605.9 652.1 34 461 495 (.B) (.8)
Discoveries } R R ) ) )
(Tunisia)
Economic Factor (36) (36) (1.3) (1.3)
Production (neg.) (7.8) - (7.8) a7 - 17) (0.2) (0.2)
December 31, 2010 162.4 1519.9 1682.3 39D 97B 1372 7.9 1.7 9.6

ADDITIONAL INFORMATION RELATING TO RESERVES DATA

Undeveloped Reserves - Proved Undeveloped Reserves

The following table sets forth the volumes of grpssved undeveloped reserves that were first ateibin each
of CYGAM's three most recent financial years aniipthereto, in the aggregate:

LIGHT AND MEDIUM OIL NATURAL GAS © NATURAL GAS LIQUIDS
Cumulative Cumulative Cumulative
First at Year First at Year First at Year
Attributed End® Attributed End® Attributed End®
Year (Mbbl) (Mbbl) (MMcf) (MMcf) (Mbbl) (Mbbl)
Aggregate prior to
2008 - 251 - -
2008 - - 211 - -
2009 60 60 188 18¢ Y. 2
2010 - 53 193 - 2
Notes:

1)
@)

Cumulative at year end is cumulative of previouarygus first attributed, less developed duringytbar.
Natural gas volumes include solution gas, assatie non-associated gas.

Proved undeveloped reserves are generally thosesessrelated to wells that have been tested angendied-in,
wells drilled near the end of the fiscal year orllsvéurther away from gathering systems. In additisuch

reserves may relate to planned infill drilling lGoas. All assigned proved undeveloped reservegplamned to
be on stream within a two-year timeframe.
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Undeveloped Reserves - Probable Undeveloped Resexve

The following table sets forth the volumes of prioleaundeveloped reserves that were first attributeshch of
CYGAM's three most recent financial years and, iptiereto, in the aggregate:

LIGHT AND MEDIUM OIL NATURAL GAS @ NATURAL GAS LIQUIDS
Cumulative Cumulative Cumulative
First at Year First at Year First at Year
Attributed End® Attributed End® Attributed End®
Year (Mbbl) (Mbbl) (MMcf) (MMcf) (Mbbl) (Mbbl)
Aggregate prior to
2008 - 5 - 277 - -
2008 - 5 - 216 - -
2009 909 909 457 457
2010 - 1,042 - 51Q - -
Notes:
Q) Cumulative at year end is cumulative of previousrydus first attributed, less developed duringytear.
2) Natural gas volumes include solution gas, assatie non-associated gas.

Probable undeveloped reserves are generally tlesseves tested or indicated by analogy to be ptiveydnfill

drilling locations and lands contiguous to prodoigtiAll assigned probable undeveloped reserveglaraed to
be on stream within a two-year timeframe.

Significant Factors or Uncertainties Affecting Reseses Data

The process of estimating reserves is complexdtires significant judgments and decisions bagealvailable
geological, geophysical, engineering and econorata.dThese estimates may change substantiallycisoad!
data from ongoing development activities and prtidac performance become available and as economic
conditions impacting oil and gas prices and cobtmnge. The reserve estimates contained hereinamet bon
current production forecasts, commodity prices aadnomic conditions. CYGAM'’s reserves are evaludiged
D&M, an independent engineering firm.

As circumstances change and additional data beeoaitable, reserve estimates also change. Estimade are
reviewed and revised, either upward to downwardwaganted by the new information. Revisions arerof
required due to changes in well performance, coniiyogrices, economic conditions and governmental
restrictions. Although every reasonable effort iade to ensure that reserve estimates are accuestrye
estimation is an inferential science. As a restiie subjective decisions, new geological or pradact
information and a changing environment may impaesé estimates. Revisions to reserve estimatesrcsn
from changes in year-end oil and gas prices argtves performance. Such revisions can be eitheitipe or
negative.
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This table outlines development costs deductetlérestimation of future net revenue attibutablprtved reserves
and proved plus probable reserves, in gathnce using forecast price and costs.

FUTURE DEVELOPMENT COSTS (1)

Forecast Prices & Costs

For Proved + Probabl

For Proved Reserves (M9) Reserves (M

CANADIAN PROPERTIES

YEAR
2011 143 144
2012 -
2013 -
2014 -
2015 -
REMAINING -
TOTAL 143 144
Undiscounted 143 144
Discounted @ 10%/Yr 136 187
TUNISIAN PROPERTIES

YEAR
2011 843 7,5p9
2012 - 8,35
2013 -
2014 _
2015 - 2,783
REMAINING - 1
TOTAL 843 18,608
Undiscounted 843 18,6/18
Discounted @ 10%/Yr 802 16,1p0
TOTAL COMPANY

YEAR
2011 986 7,6f3
2012 - 8,3p5
2013 - -
2014 - -
2015 - 2,7B3
REMAINING - 1
TOTAL 986 18,7p2
Undiscounted 986 18,7p2
Discounted @ 10%/Yr 938 16,2p7

(1) Future Development Costs shown are associatedooitked reserves in the Reserves Report and deenessarily represent the Company's full exploragiosh development
budget.
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CYGAM will require additional capital to fund theutire, near-term development costs disclosed above.
CYGAM’'s management will continue to consider vagomeans of obtaining additional capital, within the
context of existing market conditions (equity ficamgs, debt, sale of assets, joint venture agreenwrother) to
further the exploration and development of the Canys properties and to provide sufficient workicapital.
However, the ability of the Company to raise fuigldependent on capital market conditions and tbenebe no
certainty that the said plans will be successful.

OTHER OIL AND GAS INFORMATION

Oil and Gas Properties - Alberta

CYGAM has interests in the following oil and gasperties, all of which are located in Alberta aagdresent the
Canadian properties to which reserves have begipuadd.

South Edson Gas Unit No. 1

CYGAM has an 8.9688% working interest in the Sodttson Gas Unit No. 1 located west of Edmonton. The
Unit covers 45,120 gross acres of land and prodgasg$rom the Elkton-Shunda formations.

Harmattan East Unit No. 1

CYGAM holds a 1.014525% working interest in oil guation and a 0.13331% working interest in natgees
production from the Harmattan East No. 1 Petrolddmit and a 0.13331% working interest in the natgas
production from the Harmattan East No. 1 Naturad Gait. The Unit is located north-west of the GifyCalgary
and covers 37,280 gross acres of land. Oil anghgaBiction is derived from the Rundle formation.

Additional Properties

CYGAM holds minor working interests in three otluérunits, namely Cynthia Cardium Unit No. 4, Snipeke
Beaverhill Lake Unit No. 1 and Wainwright Unit N&é. The Corporation’s working interest in these ¢humits
ranges from 0.076% (Snipe Lake and Wainwright).82% (Cynthia).

Oil and Gas Properties - Italy

CYGAM has interests in the following oil and gasperties, located in Italy. No reserves have bégibated to
these properties. A report has been prepared by Ddifith attributes resources to the B.R268.RG Perage
“Summary of Contingent Resources — B.R268.RG ltaly.

B.R268.RG Permit

This permit is located offshore in the central Atid Sea and covers an area of 126.68 (81,302 acres). The
permit was officially awarded on March 24, 2005d & in good standing. The town of Ortona offers tiearest
port facility to the permit. The Elsa prospectrisciose proximity to the northern margin of the Apuo Platform.
Water depth at the proposed location is approxiin@@ metres.

CYGAM currently has a 60% working interest, incliesiof a 20% free carried interest, in the firstivdellled on

the block and the Corporation has agreed to traresf80% working interest in the permit pursuantthe
B.R268.RG Farmout Agreement. See “General Developwiethe Business — Three Year History - 2010".
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C.R148.VG Permit

The C.R148.VG permit is located in the Mediterran&a, offshore south-eastern Sicily, and encorepaass
area of 336.98 k(83,267 acres). Water depth ranges from 20 to 180as Official ministerial approval for
exploration on the Aretusa permit was received oxdthber 27, 2006, for an initial period of six y@aLYGAM
currently holds a 100% working interest in thisrpir

Civitaquana Permit

The Civitaguana permit, located onshore centrdy,ltaest of the B.R268.RG Permit block, covers amaaof
615.45 km (152,076 acres) and received final ministerial apal on July 27, 2007 for an initial period of six
years. CYGAM has a 60% working interest plus a 5%e fcarried interest in all exploration costs ie th
Civitaguana permit. A joint venture agreement hasrbsigned with a London AIM-listed company whicti w
pay 40% of seismic acquisition and well costs tm @a35% working interest.

Posta Nuova Permit

CYGAM has a 100% working interest in the Posta Nupgrmit located onshore, in the Puglia regionootisern
ltaly. The parcel is 154.41 Krin size (38,154 acres) and is criss-crossed byrakgas transmission pipelines.
The initial six-year term on the permit, validatddfough the drilling of the Posta Piana-1 well, womes to
October 3, 2012, and can be extended until Oct®p2015 by electing to drill a second well.

Montalbano Permit

CYGAM has a 42.86% working interest in the Montalbgermit together with one other partner, Mediteean
Oil and Gas (newly appointed operator with 57.1486king interest). The permit is 165.04 ki size (40,781
acres) and is located in the Basilicata regionooftsern Italy. The block was officially awarded $aptember 8,
2005, for a six-year initial term. Requirementshimd this permit consist of purchasing and reprsices of

approximately 80 km of existing seismic data, asifjon of an additional 40 km of seismic lines aatéction to

drill a well to a total vertical depth of 1,600 me.

Masseria Montarozzo Application

In July 2008, the Corporation received preliminapproval for an additional exploration permit cdllasseria
Montarozzo. This 155 k(38,300 acres) permit is located immediately e&she Posta Nuova permit. Final
award for this 100% working interest permit is extge after ministerial and provincial review of afle
necessary environmental reports. Commitments opéhmit include re-processing and interpretatioB@km of
existing seismic data which may be followed by decton to drill a 1,400 metre exploratory well. $5a
transmission infrastructure is in place in closexpnity to the permit.

Colle della Guardia Application

In May 2011, the Corporation received preliminapp@val for an exploration permit called Colle deGbuardia.
This 81.18 krA (20,060 acres) permit is located south-east of@hdétaquana permit, in the Molise region,
adjacent to the coastline. Final award for this 5@8%rking interest permit is expected in late 20Xtera
ministerial and provincial review of all the necagsenvironmental reports. Commitments on the peimolude
re-processing and interpretation of 50 km of ergseismic data which may be followed by an electadrill a
1,500 meter exploratory well. Gas transmissioraistiiucture is in place in close proximity to thenpié.
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Oil and Gas Properties - Tunisia
CYGAM has interests in the following oil and gaserties, located in Tunisia.
Jorf Permit

The Jorf Permit covered an area of approximated6Q knf (484,309 acres) and has been relinquished. The
northern boundary of the exploration permit washwit35 km of the Gulf of Gabes. The Corporation &sd
partners transferred the work commitments assatiaith this block to the Sud Tuzeur Permit.

Bazma Permit

The Bazma Permit, located onshore south-centralisieynis the western extension of the Jorf Permid a
encompasses an area of 1,616 k899,308 acres). The permit was officially grantedJuly 28, 2006 for an
initial four-year period. CYGAM initially had a 180 working interest in this permit and has now siyj@nt
venture agreements with two other companies whiithpay 33.7% of the cost to drill the first welb tearn a
21% working interest. The Corporation signed areagrent with a large U.S. independent oil and nhgaa
company which agreed to conduct a large amouneisfrsc work which was completed in January 201@h wi
processing completed in September 2010. The Cdiporhas received an extension to the term of thenji to
July 2012.

The drilling location currently proposed will be thin approximately five km from existing producti@amd a
northbound pipeline carrying gas and condensatm filoe Baguel and Tarfa fields. This pipeline jois
eastbound pipeline carrying Ordovician gas and eosdte from the El Franig and Sabria fields loc&@dm
west of the Bazma Permit and then connects to #ijerrtine carrying hydrocarbons from the El Bormeld in
southern Tunisia to the Gulf of Gabes.

Sud Tozeur Permit

The Sud Tozeur Permit was officially granted on M8y 2007. The permit, located near the Algeriardéoand
adjacent to the Sabria and El Franig fields, coeersarea of 4,380 Kn(1,082,283 acres) and carries a drilling
commitment over a period of four years. CYGAM iailly held a 100% working interest in the permit dad
currently discussing joint venture agreements vather companies to participate in the exploration a
promoted basis. The Corporation has received aensiin to the term of the permit to May 2013 and ha
received bids for the acquisition of seismic tdillulvork commitments transferred from the Jorf Pér

Sud Remada Permit

The Sud Remada Permit, operated by Storm, is Idcatesouthern Tunisia, near the Libyan border and
encompasses an area of 4,748 kinl73,215 acres). CYGAM has earned a 14% workinerést in the entire
permit (or 164,250 net acres) and will participateall future exploration activities at Sud Remawtaan un-
promoted basis. The Bir Ben Tartar Production Cesiom has been awarded to Storm to facilitate priooiu
and maintain the lands associated with the cufieldtdiscovery.

Producing and Non-Producing wells

As at December 31, 2010, the Corporation had ameast in 174 gross (1.75 net) producing and 4083(2.59
net) non-producing (inclusive of suspended, abaed@md injectors) wells as follows.
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PRODUCING NON-PRODUCING
Qil Natural Gas Qil Natural Gas

Location GrosgY Net? Gross Net Gross Net Gross Net

Alberta 85 0..30 88 1.31 252 1.15 1585 130

Tunisia 1 0.14 0 0 1 0.14 ( D

Italy 0 0 0 0 0 0 0 0

TOTAL 86 0.44 88 1.31 253 1.2D 15p 1.30
Notes:
Q) “Gross” wells means the number of wells in which@AM has a working interest or a royalty interesittimay be convertible to a working

interest.

2) “Net” wells means the aggregate number of wellsibletd by multiplying each gross well by CYGAM's pentage working interest therein.
3) All the producing oil and natural gas wells andth# non-producing wells in which CYGAM has an et are operated by companies other

than CYGAM. Except for the 2 Tunisian wells, alétbther wells are located in six unitized fieldsaaoe part of a limited partnership operated by
Signalta Resources Limited and are all locatedlbeAa.

Properties With No Attributed Reserves

The following table sets forth the gross and netsof unproved properties held by the Corporasiod the net
area of unproved property for which the Corporagapects its rights to explore, develop and expgmiexpire
during the next year. Further particulars relatiogoroperties with no attributed reserves locatedtaly and
Tunisia are set out above under the headings “@il @as Properties — Italy” and “Oil and Gas Prapsrt

Tunisia”.

UNPROVED PROPERTIES - UNDEVELOPED LAND
(acres)

LOCATION Gross ™ Net® Net Area to Expire in 2011

Alberta 1,920 173 -

Tunisia 2,654,806 1,442,934 -

Italy 403,904 305,500 -

TOTAL 3,060,630 1,748,607 -
Notes:
Q) “Gross Acres” are the total acres in which CYGAM et had an interest.
2) “Net Acres” is the aggregate of the total acrewlich CYGAM has or had an interest multiplied by GXM’s working interest percentage held

therein.
Forward Contracts

As at December 31, 2010, CYGAM did not have anytaunding forward contracts with respect to oil as g
commodities.

Additional Information Concerning Abandonment and Reclamation Costs

CYGAM estimates well abandonment costs on an ayeardia basis using amounts that are consistenttiéth
actual experience and knowledge of its technice@®el and in Canada using average site restoretists as
determined by the Alberta Energy Resources ConsernvBoard.

The total company expected abandonment and redtamedsts for the Proved Reserve category is $002,0
undiscounted, none of which is estimated to ocnu2d11 and 2012. The following table provides gapbic
breakdown of abandonment and reclamation costediag future abandonment costs related to fasiléie not
applicable, as CYGAM does not own a material parbbfacilities.
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ABANDONMENT & RECLAMATION COSTS (Forecast Prices & Costs)

CANADIAN PROPERTIES

Total Abandonment and Reclamation Costs Including V&Il Abandonment and
Disconnect Costs (M$)

Total Proved Reserves (Yr)

2011

2012

2013

2014

2015

Remaining
Undiscounted Total
Discounted @ 10%

Proved + Probable Reserves (Yr)

2011

2012

2013

2014

2015

Remaining

Undiscounted Total
Discounted @ 10%

TUNISIAN PROPERTIES
Total Proved Reserves (Yr)

2011

2012

2013

2014

2015

Remaining

Undiscounted Total

Discounted @ 10%

Proved + Probable Reserves (Yr)

2010

2011

2012

2013

2014

Remaining

Undiscounted Total
Discounted @ 10%

TOTAL COMPANY
Total Proved Reserves (Yr)

2011

2012

2013

2014

2015

Remaining
Undiscounted Total
Discounted @ 10%

Proved + Probable Reserves (Yr)

2011

2012

2013

2014

2015

Remaining

Undiscounted Total
Discounted @ 10%

Total Abandonment and Reclamation Costs Including VEll Abandonment and
Disconnect Costs (M$)

Total Abandonment and Reclamation Costs Including V&Il Abandonment and
Disconnect Costs (M$)

Note: The numbers in this table may not add exalib to rounding.
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Tax Horizon

CYGAM estimates that based on current expendit@®@spno income taxes will be payable on CYGAM's
income for the 2011 fiscal year. It is likely thitie Corporation will not become taxable until itnomences
significant production.

Costs Incurred

The following table summarizes CYGAM's property aisition costs, exploration costs and developmestsc
(before property dispositions) incurred during ylear ended December 31, 2010.

Property Acquisitions and Capital Expenditures
Nature of cost Canada (M$) Italy (M$) Tunisia (M$) Total (M$)
Property Acquisition Costs - 101 17 118
Exploration Costs 1 247 1,151 1,398
Development Costs 5 - - 5
Total 5 348 1,168 1,521

Exploration and Development Activities

The following table summarizes the results of esqtion and development activities during the yeadesl
December 31, 2010.

Canada Italy Tunisia
Wells Gross Net Gross Net Grosg Net
Development
Gas - - - - - -
Exploratory
Oil - - - - 1 0.14
Total - - - - 1 0.14
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Production Estimates

Forecast Prices & Costs
RESERVES CATEGORY Gross Daily Production (2)

CANADIAN PROPERTIES

Light & Medium Oil (bbls/d) 5
Heavy Oil (bbls/d) -

Associated and Non-Associated Gas (Mcf/d) 88
Natural Gas Liquids (bbls/d) 4
TOTAL (1) (boe/d) 22

TUNISIAN PROPERTIES

Light & Medium Oil (bbls/d) 52
Heavy Oil (bbls/d) -
Associated and Non-Associated Gas (Mcf/d)
Natural Gas Liquids (bbls/d) -
TOTAL (1) (boe/d) 52

TOTAL COMPANY
Light & Medium Oil (bbls/d) 57
Heavy Oil (bbls/d) -
Associated and Non-Associated Gas (Mcf/d) 88
Natural Gas Liquids (bbls/d) 4
TOTAL (1) (boe/d) 74

(1) Barrels of Qil Equivalent (boe) have been repbltased on natural gas conversion of 6 Mcf/1 bbl.
(2) Gross production is Company interest beforeagihlty deductions.

Note: The numbers in this table may not add exaithy to rounding.

The Sud Remada Permit in Tunisia is the only priypesith production in excess of 20% of the estirdate
combined production set forth in the immediatelyeqading table. The estimated average daily volufne o
production for the South Edson property is 64% ldadnattan East is 33% of the total Canadian prooluct

Production History

The following table summarizes CYGAM'’s productioeftre deduction of royalties and Tunisian produetio
sharing amounts for the periods indicated.
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Year Q4 (2010) | Q3(2010)) Q2 (2010f Q1 (2010
Product (2010)
Canada Light & Medium Oil (bbls) | 1,632 447 435 396 354
NGLs (bbls) 1512 329 496 342 344
Natural Gas (Mcf) 56,818 12,710 14,239 14,975 141,89
Total Canada (BOE) 12,613 2,894 3,304 3,234 3,181
Tunisia Light & Medium Oil (bbls) 6,384 2,874 643 1,094 1,773
Total Company 18,997 5,768 3,947 4,328 4,954
Total (BOE/d) 52.05 62.70 42.90 4756 55.04

Netback History

The following table sets forth information respegtiprices received, royalties paid, production esgs and
operating netbacks received by the Corporatioregpect of the Corporation’s combined productiocratie oil
and natural gas on a per unit of volume basis.

2010 2009

Canada| Tunisig Totdl Canada Tunisia Tqtal
Gross revenue (note 1) $ 414,981 $ 485,607 $96(0,5 $384,077 $ 565,188 $ 949,2p0
Royalties and production 36,627 181,494 218,12p 163,581 211,332 374)763
sharing amounts
Net revenue 378,304 304,109 682,413 220,646 353,951 574,497
Operating costs 159,503 199,560 359,063 228)851 ,5244 377,379
DD&A 201,421 98,922 300,348 242,264 112,513 354,§77
Production (boe/d) 34.6 156 502 34.6 27.8 q43.4
Per BOE:
Gross revenue $32.86 $ 85.p8 $49{14 $29.55 5011. $ 48.61
Operating costs $12.683 $ 35.05 $ 19(59 $17.61 8.1 $ 18.14
Average Netback afte 4.28 $32.86 $ 13.16 ($0.62) $26.11 $ 8.53
Royalties

Note 1 — gross revenue for Tunisia is not an ameepdrted by the Operator but is calculated byGbmpany from the net
revenue and the amount of total oil allocated égitties and production sharing amounts as repdnyetie Operator.

Note 2 — operating expenses include mineral anfaceirlease rentals, property taxes and expensatedeto the operation and
maintenance of wells, production facilities andhgaing systems.
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Production Volume by Field

SUMMARY OF COMPANY SHARE GROSS PRODUCTION ESTIMATES (1) BY FIELD

TOTAL PROVED RESERVES FOR YEAR 2011 (Forecast Prics & Costs)

Light & Medium
Oil
(bbl/d)

Heavy Oil

(bbl/d)

Natural Gas (2)

(Mcf/d)

Natural Gas
Liquids
(bbl/d)

FIELD

Canade
Cynthia
Harmattan 4 - B
Snipe Lake - - -
South Edson - - 79
Wainwright - - -

Signalta
Tunisia
Sud Remada 52
TOTAL 59

(1)  Daily production is taken from the Reserves Repsrof December 31, 2010
(2)  Natural Gas includes Associated and Non-Associsdégs gas volumes.

Note: The totals shown above may not match thearatp totals due to rounding.

SUMMARY OF CONTINGENT RESOURCES
ITALY - B.R268.RG PERMIT

D&M prepared a report entitled “Report as of Jull, 2009 on Contingent Resources attributable tda®er
Accumulations for CYGAM Energy Inc. in Italy” (theD&M Report”), evaluating the contingent petroleum
resources of one accumulation located in B.R268.RBy, in which CYGAM currently owns a 60% intetes
(prior to giving effect to transfers pursuant te 8.R268.RG Farmout Agreement) in the accumulatiomger the
terms of the licenses issued. The contingent ressum this report are expressed as gross poolgeves
working-interest contingent resources. The resounfoemation was prepared and is presented in @ecme with
the requirements of NI 51-101, Section 5.9. The@aration date of the D&M Report is September 1920

Contingent resources quantities should not be sadfuvith those quantities that are associated negrves due
to the additional risks involved. The quantitieattmight actually be recovered should they be dpes may
differ significantly from the estimates presentedrein.

D&M's independent estimates of the gross pool ogetit oil and gas recoverable resources quantitiesf July

31, 2009, are summarized as follows, expressdubunstinds of barrels (Mbbl) for oil and in billiooscubic feet
(Bcf) for gas:
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B.R268.RG
Gross Contingent Recoverable Resourtes

Low Best High
Estimate Estimate Estimate
(2 (3 4)
Oil — thousand barrels 40,286 104,230 166,654
Gas - billion cubic feet 4.26 31.49 89.42

Estimates of CYGAM's gross working interest (60%einest) contingent recoverable oil and gas ressurce
guantities, as of July 31, 2009 and prior to ttendfer of a 30% working interest in the B.R268.R&nkit
pursuant to the B.R268.RG Farmout Agreement, anemgrized as follows, expressed in thousands oklsarr
(Mbbl) for oil and in billions of cubic feet (Bcfpr gas:

Low Estimate Best Estimate High Estimate

Gross Working Interest Contingent 24,172 62,538 99,992
Recoverable Oil Resources, Mbbl

Gross Working Interest Contingent 2.56 18.89 53.65
Recoverable Gas Resources, Bcf

TUNISIA - TT STRUCTURE, SUD REMADA PERMIT

In addition to reserve numbers for the TT structmeorted in another part of this Annual InformatiBorm,
D&M also provided a separate report for the corgirigresources of crude oil and natural gas potbntia
recoverable from the balance of the TT structute @ntire TT structure is approximately 67°%km

D&M's independent estimates of the gross pool agetit oil and gas resources quantities, as of Dieeefl,
2009, expressed in thousands of barrels (Mbbl)dibrand in millions of cubic feet (MMcf) for gas,re
summarized as follows:

Balance of “TT” structure - Gross Contingent Resegd(1)

Low Best High
Estimate Estimate Estimate
) ® @
Oil — thousand barrels 14,992 26,992 51,180
Gas — million cubic feet 65,355 131,421 272,851
Total Oil and Gas
Thousand BOE 25,885 48,896 96,655
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Estimates of CYGAM's gross working interest (14%enest) contingent oil and gas resources quantiie of
December 31, 2009, expressed in thousands of sgMélbl) for oil and in millions of cubic feet (MMfor gas,
are summarized as follows:

Low Estimate Best Estimate High Estimate

Gross Working Interest Contingent 2,099 3,779 7,165
Oil Resources, Mbbl

Gross Working Interest Contingent 9,150 18,399 38,199
Gas Resources, MMcf

Total Oil and Gas
Thousand BOE 3,624 6,846 13,532

Notes:
(1) Contingent Resourcese those quantities of petroleum estimated, asgifen date, to be potentially recoverable fromown accumulations
using established technology or technology undeeldement, but which are not currently considerede commercially recoverable due to one
or more contingencies. Contingencies may includéofa such as economic, legal, environmental, ipalitand regulatory matters or a lack of
markets. It is also appropriate to classify as iogent resources the estimated discovered recdeegalantities associated with a project in the
early evaluation stage.

The contingencies identified in this report aretfid need to drill additional appraisal wells oa #tructure and (2) implementation of a full field
development. The contingencies will be removed withdrilling of additional wells and implementatiof the full development plan.

Estimates of resources always involve uncertaityl the degree of uncertainty can vary widely betwaccumulations/projects and over the
life of a project. Consequently, estimates of reses should generally be quoted as a range acgotalithe level of confidence associated with
the estimates. The range of uncertainty of estichegeoverable volumes may be represented by eaititerministic scenarios or by a probability
distribution. Resources should be provided as b®st, and high estimates as follows:

Low EstimateThis is considered to be a conservative estimftiee quantity that will actually be recoveredisltikely that the actual
remaining quantities recovered will exceed the lestimate. If probabilistic methods are used, thereuld be at least a 90%
probability (P90) that the quantities actually nexed will equal or exceed the low estimate.

Best (Median) Estimatdhis is considered to be the best estimate ofjtlamntity that will actually be recovered. It isuedly likely
that the actual remaining quantities recovered gvédater or less than the best estimate. If prdisabimethods are used, there should
be at least a 50% probability (P50) that the qtiastactually recovered will equal or exceed thst lestimate.

High Estimate This is considered to be an optimistic estimdtéhe quantity that will actually be recoveredidtunlikely that the
actual remaining quantities recovered will exce®sl liigh estimate. If probabilistic methods are usieere should be at least a 10%
probability (P10) that the quantities actually nee@d will equal or exceed the high estimate.

(2) BOEs may be misleading, particularly if usedidgnlation. A BOE conversion ratio of 6 Mcf: 1 bisl based on an energy equivalency
conversion method primarily applicable at the butippand does not represent a value equivalentiyeatvellhead.

For deterministic estimates of petroleum resoureesange of values is selected for each parametéhd
volumetric calculation. This range encompassesnaawative value, or Low case, a Best case vahgaaHigh
case value, which represents an upside case facthenulation. The selection of these values igdan data
available in the basin and within the prospectiseeasment area. The values may be supported stichht
distributions or may be the best judgement of treduator. The reader is cautioned that there isartainty that
it will be commercially viable to produce any portiof the resources.

INDUSTRY CONDITIONS

The oil and natural gas industry is subject to mesitee controls and regulations governing its openat
(including land tenure, exploration, developmembduoiction, refining, transportation and marketiimgposed by
legislation enacted by various levels of governnaamd with respect to pricing and taxation of oitlaratural gas
by agreements among the various levels of govertsnat of which should be carefully consideredityestors
in the oil and gas industry. It is not expected #ay of these controls or regulations will affdue operations of
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CYGAM in a manner materially different than they wla affect other oil and gas issuers of similaesiall
current legislation is a matter of public recordl @YGAM is unable to predict what additional legtsbn or
amendments may be enacted. Outlined below are sbrtiee principal aspects of legislation, regulasicand
agreements governing the oil and gas industry.

Pricing and Marketing - Oil and Natural Gas

In general the market determines the price of sipeoducers of oil negotiate sales contracts dyrewith oil
purchasers. The price depends in part on oil typkcuality, price of competing fuels, distance tarket, the
value of refined products, supply/demand balanckadiner contractual terms.

Canada

In Canada natural gas is sold throughout the cguttvarious market hubs that are connected tarakepmpelines
within Canada and the United States. The transagiiice is determined by negotiation between buyerd
sellers and includes the utilization of electromaxling platforms and various publications and nexiee indexes.
Prices depend on many variables including but moitdd to supply and demand fundamentals, the poice
NYMEX natural gas contracts, distance to altermasekets, pipeline costs, natural gas storage, ctngptiels,
contract term, weather conditions and foreign ergbarates. Natural gas exported from Canada iesub)
regulation by the National Energy Board (the “NEBiNd the Government of Canada. The price receiged f
natural gas that is exported depends largely onvéinmbles listed above including market hub priaeshe
delivery end of the export pipelines. Exporters fie® to negotiate prices and other terms with lpagers,
provided that the export contracts must continuemieet certain criteria prescribed by the NEB and th
Government of Canada.

CYGAM's Alberta gas production is purchased by @htgmited, with the price based on the Daily Spggas
Price at AECO C. CYGAM'’s Alberta Natural Gas Ligsidre sold to various entities including Conocdmisil
Canada Ltd., Trilogy Energy LP and Harmattan Gescéssing at a price based on the monthly Edmonton
Market Average calculated as the arithmetic avexdgBP, Flint Hills, and Shell's Edmonton C5+ Dorties
Postings for the month of delivery adjusted for lfua(“the equalization”) per the Canadian Conddasa
Equalization Process Procedures Guide dated Ocl@8I841, as revised from time to time.

Tunisia

The Corporation’s Tunisian oil production from SRdmada is trucked to a storage terminal at La Skdnirthe
coast of Tunisia. From the terminal it is then leddnto oil tankers arranged by third parties asid en the
world market based on the average price for Brémjumtations for the three days after loading osibipping
tankers. Realized gas prices in Tunisia are tiethéonine-month trailing average of low sulphurthegoil as
guoted in Italy. Marketing is performed by the Cgier, Storm. There are no royalties incurred fod emada
production as the operations are governed by auetath Sharing Contract (“PSC”) with ETAP. UndeetRSC,
the contractor receives 62.625% of the productidth ETAP receiving the remaining balance of 37 %76f the
production. The share received by ETAP is then tieqrhy the royalties and taxes on behalf of thgpQation
in accordance with the PSC.

Italy

The Corporation does not currently have productiewvenue in ltaly. Oil and gas sales revenue isestilip
energy market price risk. Oil and gas sales revemwe comprised of oil and gas sold on term suppiytracts.
Estimated production volumes are set out in thdéraots but there is no penalty if actual volumes/Jeom the
estimate. The gas price is set for each month doapto a formula that applies a constant to treraye oil price
from fuel oil, gas oil and crude oil (Brent) pricageraged over each of the nine months prior talghgery. The
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oil prices are as specified in the Platt’s OilgrBnice Report (average of the highest and lowestéoh oil type
in each of the nine months) in US$ and convertibl&uro value by the average US$/Euro exchange aate
published by the European Central Bank, in the mohgas delivery.

Royalties and Incentives
Alberta
New Alberta Royalty Regime

On October 25, 2007, the Alberta government retbasesport entitled “The New Royalty Framework” RR")
containing the government’s proposals for Albertaésw royalty regime that became effective on Jandar
2009. The new regime introduced new royalties tmventional oil, natural gas and bitumen, effecligauary 1,
2009, that are linked to price and production Is\axid would to both new and existing conventiorlahied gas
activities and oil sands projects.

Royalties payable pursuant to petroleum and nagaslleases with the Government of Alberta areadorem
royalties, calculated on a sliding rate formulateaning separate elements that account for theranatural gas
price and well production. Royalty rates for coni@mal oil will range up to 50%, with rate caps ertbe price

of conventional oil reaches CDN $120 per barrelyd®y rates for natural gas will range from 5 t&&With rate
caps once the price of natural gas reaches $1615@iGajoule). A shallow rights reversion prograrasnalso
implemented that resulted in the reversion to thevéenment of Alberta of mineral rights to undevedp
geological formations above developed zones. Riegafbor NGLs are set at 40% for pentanes and 308 fo
butanes and propane.

In response to the drop in oil prices experiencednd the second half of 2008, the Government diefta
announced on November 19, 2008, the introductioa fife-year program of transitional royalty rateih the
intent of promoting new drilling. Companies driimew natural gas or conventional oil deep wellpmfter
November 19, 2008 (between 1,000 and 3,500 metves) given a one-time option per well to adopt rieev
transitional royalty rates or those outlined in tigF. On December 2, 2008 Bill 47 Mines and Miner@lew
Royalty Framework) Amendment Act received royaleassand came into force on various dates, withrée
adjustments contemplated by it coming into effecfanuary 1, 2009.

In March 2009, the Government of Alberta announadtiree-point incentive program to encourage auttili
activity in the province’s conventional oil and gadustry. The program included a drilling royatex credit, a
new well incentive program and additional investtrignthe province in reclamation and abandonmeiwoilaind
gas well sites.

In March 2010, the Government of Alberta announteal results of a competitiveness review, whereby it
proposed further changes to the provincial roysdtyime, in particular, reducing the maximum ratedar NRF

to 40% for oil and 36% for gas.

The implementation of the recently enacted chabhgése royalty regime in Alberta is subject to aértrisks and
uncertainties. The changes require legislation amemts, changes to existing legislation and reguiatand
development of proprietary software to supportdaieulation and collection of royalties.

Additionally, there may be further modificationsgromduced to the royalty structure.
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Tunisia

In 2008, according to industry sources, the couptoduced approximately 140,000 boe/d, comprise@bgd00

barrels of oil per day and 212 million cubic feétnatural gas per day. Proven remaining recovergdserves
amount to approximately 840 million boe, of which¥ (or 428 million bbls) is represented by crudieaoid

49% is represented by natural gas. Tunisia offdnst@rically stable environment and an attractiveestment
climate for petroleum exploration. Exploration p&evare obtained through an application processhvhsually
involves a multi-year program of seismic and drglicommitments, but does not require payment afagige

bonuses or competitive bidding processes. In thiethaee years several new exploration permits baea issued
and the remaining open acreage is minimal. Thisiges an advantage for CYGAM in attracting joinhtge

partners given the large inventory of land curgentintrolled by the Corporation.

Royalties and taxes in Tunisia are also more diteathan in neighbouring countries. Royalties frgm 2% to
15% based on profitability. In case of commercigdcdveries, ETAP has the right to participate ie th
development of oil and gas fields by paying itsrehaf exploratory and development costs and theeiving a
negotiated share of production. ETAP typically riegges a 45% to 55% production share in most ageaésn

ltaly

In Italy, for offshore exploration permits, the tstaoyalty on oil production is 4% (which is at tlwev end of
international oil and gas taxation and less thana@a and the United States), with a provision tizatoyalties
are paid on the first 300,000 bbls of oil productper year, per field. This represents a royakefproduction on
the first 822 bbls of oil per day, per field. Oftsk gas production is subject to a 7% royalty, thetfirst 1,750
MMcf per year, per field (or approximately 4.8 MMpér day) are also royalty-free. For onshore pesntite
state royalty on production of both oil and gaa imaximum of 10%, with a provision that no royaltare paid
on yearly production less than 125,000 bbls ofaaill 700 MMcf of gas, per field (or approximately034bls/d
and 1.9MMcf/d). The corporate tax is a maximum 8¥@3and there are no restrictions on repatriatioprofits.

Land Tenure
Canada

Crude oil and natural gas located in Canada’s wespeovinces is owned predominantly by the Crown.
Provincial governments grant rights to exploredod produce oil and natural gas pursuant to letisesses, and
permits for varying terms from two years, and omditions set forth in provincial legislation incliog
requirements to perform specific work or make paytseOil and natural gas located in such provircasalso
be privately owned and rights to explore for anddpice such oil and natural gas are granted by leassich
terms and conditions as may be negotiated. The i@mant of Alberta began implementation of a shallmlts
reversion program on January 1, 2009. The polisgyated objective is for mineral rights at the tdptle
shallowest productive formation to be severed fribmir lease agreements, thereby permitting theggsrito
made available for re-sale. The shallow rights r&ea program will be implemented over time; itiwilowever,
potentially impact some of CYGAM'’s land.

Tunisia

Tunisia offers a historically stable environmemdan attractive investment climate for petrolewpl@ration.
ETAP and the DGE encourage foreign participatiominand gas exploration and production. Explomatio
permits are obtained through an application proedssh usually involves a multi-year program ofsseic and
drilling commitments but does not require paymefrgignature bonuses or competitive bidding processethe
event of commercial discoveries, ETAP has the righparticipate in the development of oil and gatd$ by
paying its share of development costs and receia@imggotiated share of production. ETAP will alspay its
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share of initial exploration costs through a reghurctn its percentage of production revenue. ETA@ically
negotiates a 55% production share in most agreament has sometimes reduced its share to 45%.

ltaly

In Italy a permit for the exploration for oil andgymay be issued for the exploration of an areaeroteding
75,000 hectares. Applicants may obtain more thanpmmmit to the extent that an aggregate permitted does
not exceed 1,000,000 hectares.

A permit is granted for a period of six years ander certain conditions may be extended for twthimrperiods
of three years each. Upon the expiration of a pé&smitial period, the permit area has to be remtliby 25% and,
upon the expiration of the rst renewed period, d@yurther 25%. Should the permit area be less 83600

hectares, these reductions shall not apply.

A permit may be extended beyond twelve years thierrtime is required to complete the work obligasi (and
the delays have not been due to inactivity, caseless or incapacity of the entity granted the prr8iuch
further extension is limited to one period of oreak In case of expiration, waiver or loss of tleenmt, the
holder will be entitled to apply for a new permiteo the same zone only after the expiry four yesditsr the
termination of the original permit.

Impact of Environmental Protection Regulations

The Corporation is subject to significant enviromta and other regulations in respect of its openat
activities in all jurisdictions and seeks to conitg operations in an environmentally responsibinner and to
maintain compliance with relevant regulations.

All elements of the oil and natural gas industrg associated with environmental risks and hazdrds dre
subject to various environmental regulations pumsua a variety of federal, provincial and locaivk and
regulations. Environmental legislation typicallyda€sses, amongst other things, restrictions ankilgptions on
spills, releases or emissions of various substapoeduced in association with oil and natural gperations.
Legislation also typically requires that wells dadility sites be operated, maintained, abandometraclaimed
to the satisfaction of applicable regulatory auities. Compliance with such legislation can requdignificant
expenditures and a breach may result in the impasdf fines and penalties, some of which may béenn.
Environmental legislation has been evolving in anne that is expected to result in stricter statsland
enforcement, larger fines and liability and potalhti increased capital expenditures and operatwgjsc The
discharge of oil, natural gas or other pollutantoithe air, soil or water may give rise to lialigls to
governments and third parties and may require tivpdation to incur costs to remedy such dischadgfaough
the Corporation believes that it is in material pliance with current applicable environmental regjohs, no
assurance can be given that environmental laws nitl result in a curtailment of production or a et
increase in the costs of production, developmenexploration activities or otherwise adversely efff¢he
Corporation’s financial condition, results of op@as or prospects.

Given the evolving nature of climate change ac#ind regulation, it is not possible to predict tla¢ure of future
legislation with respect to climate change or thpact on the Corporation, its operations and firsrmondition
at this time.

Compliance with such legislation may require siigaifit expenditures and a failure to comply may ltaauthe

issuance of “clean-up” orders or the impositionfioEs and penalties, some of which may be mateltidks

possible that the costs of complying with environtaé regulations in the future will have a matealverse
effect on the Corporation’s financial conditionresults of operations. The Corporation may incaiilities that
could be material or require the Corporation tosegaroduction on properties if environmental dan@grirs.
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Canada

Environmental legislation in the Province of All@erts governed by thdenvironmental Protection and
Enhancement AdtAlberta) (the “EPEA”) and th®il and Gas Conservation A¢Alberta). These regulations
impose strict environmental standards, requireagét compliance, reporting and monitoring obligiasi and
significantly increase penalties. The Corporatkes such steps as required to ensure compliaticehei EPEA
and similar legislation in other jurisdictions irhieh it operates. CYGAM believes that it is readandikely that
the trend towards more stringent standards in enmiental legislation and regulation will continue.

In addition to existing environmental legislati@nnumber of federal and provincial governments fareounced
intentions to regulate greenhouse gases and athgoltants. These governments are currently igieg the
regulatory and policy frameworks to deliver on thesnnouncements. In general there are few techdietlils
regarding the implementation and coordination @fsthplans to regulate emissions. It is anticiptted other
federal and provincial announcements and reguldtammeworks to address emissions will continuerteye.
CYGAM is unable to predict the total impact of thetential regulations upon its business as thederd and
regional programs are under development.

Italy

A Legislative Decree setting forth amendments asditeons to Legislative Decree No. 152 of April Z)06,
which contained regulations governing environmergsiies, pursuant to Article 12 of Law No. 69 ohelu8,
2009” was published on August 11, 2010 in Issue D& of the Official Gazette of the Italian RepuablThese
amendments included significant changes to Pamdl Part V of Legislative Decree No. 152/2006, Wwhiealt
with the Environmental Impact Assessment proceduacethe Integrated Environmental Authorization pohae
respectively, as well as air quality protectionulatjons.

In addition, this Legislative Decree (“DL 128") fuids exploring and prospecting for or producinguiitjand
gaseous hydrocarbons inside protected marine astatareas, as well as within twelve nautical snitem the
base lines of the territorial waters along Italgittire coastal perimeter and, limited to liquid foahrbons, within
five nautical miles from these base lines. Thi® rapplies retroactively to permit applications thed already
filed (in process) or are being finalized.

RISK FACTORS

An investment in Common Shares would be subjecettain risks. Investors should carefully consitdter risk
factors set out below and consider all other infion contained herein and in the Corporation’sptbublic
filings. In order to mitigate these risks, the Corporati@s lgualified technical and financial personnelhwit
experience in the areas of Canada, Tunisia ang Fairther, the Corporation has focused its foraigerations,
and plans to target future foreign operations,iovin and prospective hydrocarbon basins in jurigxis that
have previously established long-term oil and gastwes with foreign oil and gas companies, antl hlaae
stable political and favourable fiscal environme#tdditional risks and uncertainties not currentlyolum to the
management of the Corporation may also have anrseladfect on CYGAM'’s business and the informatet
out below does not purport to be an exhaustive sanpor the risks affecting CYGAM.

Operational Risks

Oil and natural gas exploration, development aratipetion operations are subject to all the riskd bazards
typically associated with such operations, inclgdivazards such as fire, explosion, blowouts, dragesour gas
releases and spills, each of which could resukubstantial damage to oil and natural gas wellgdyation
facilities, other property and the environment ersonal injury. In particular, the Corporation mexplore for
and produce sour natural gas in certain areas.mmtantional leak of sour natural gas could regulpersonal
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injury, loss of life or damage to property and nm@gessitate an evacuation of populated aread, w&hioh could
result in liability to the Corporation. In accorad&nwith industry practice, the Corporation is naityf insured
against all of these risks, nor are all such risksrable. Although the Corporation maintains lipinsurance in
an amount that it considers consistent with ingugtactice, the nature of these risks is suchlihhtities could
exceed policy limits, in which event the Corporaticould incur significant costs that could have aterial
adverse effect upon its financial condition. Oibdamatural gas production operations are also subjpeall the
risks typically associated with such operationgluding encountering unexpected formations or press
premature decline of reservoirs and the invasiowater into producing formations. Losses resulfirmgn the
occurrence of any of these risks could have a ahgiverse effect on the Corporation.

Oil and natural gas exploration and developmenvities are dependent on the availability of dngliand related
equipment (typically leased from third parties)tive particular areas where such activities willdoaducted.
Demand for such limited equipment or access réng may affect the availability of such equipmémtthe
Corporation and may delay exploration and develograetivities.

To the extent the Corporation is not the operafdatsooil and gas properties, the Corporation Wil dependent
on such operators for the timing of activities tethto such properties and will be largely unablalirect or

control the activities of the operators. Paymerasifproduction generally flow through the operaiod there is
a risk of delay and additional expense in receigagh revenues if the operator becomes insolvent.

CYGAM'’s success depends in large measure on tHerpgnce of its management and key personnel. G |
of the services of such key personnel or the iitghtd attract suitably qualified personnel in flséure could have
a material adverse effect on the Corporation’s rmss. Difficulties may also be experienced in @erta
jurisdictions in employing and retaining qualifipdrsonnel who are willing to work in such jurisdicts.

The Corporation’s ability to market oil and natugals from its wells also depends upon numerousrabieyond
its control, including, among other things, the iEalality of natural gas processing and storageacdp, the
availability of pipeline capacity, the price offaéld services and the effects of inclement weatBGAM may
be unable to market some or all of the oil and rstyas it produces or to obtain favourable priceghe oil and
natural gas produced.

Competition

The petroleum industry is competitive in all itsaghs. CYGAM will compete with numerous other orgations

in the search for, and the acquisition of, oil aadural gas properties and in the marketing ofod natural gas.
CYGAM’'s competitors will include oil and natural gacompanies that have substantially greater fihnci
resources, staff and facilities than those of thgpGration. CYGAM'’s ability to increase its resesva the future
will depend not only on its ability to explore addvelop its present properties, but also on itktalbd select and
acquire other suitable producing properties or peots for exploratory drilling. Competitive factons the
distribution and marketing of oil and natural gaslude price and methods and reliability of delwand storage.
Competition may also be presented by alternate $oekrces. CYGAM believes its competitive positien i
equivalent to that of other oil and gas companfesrilar size and at a similar stage of developmen

Seasonality

The level of activity in the Canadian oil and gadustry is influenced by seasonal weather patte3pasonal
factors and unexpected weather patterns may leadettines in exploration and production activitydan
corresponding declines may delay the Corporatiants/ities and/or affect the prices for the Corpioras sales.
Other international jurisdictions where the Corpiorais or is intending to be active will likewiseve seasonal
variations in access and activity.
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Risks Associated with Foreign Operations

International operations are subject to politieglpnomic and other uncertainties, including, ammthgrs, risk of
war, risk of terrorist activities, border disputegpropriation, renegotiations or modification afs¢ing contracts,
restrictions on repatriation of funds, import, estpand transportation regulations and tariffs, texapolicies
including royalty and tax increases and retroactase claims, exchange controls, limits on allowaleieels of
production, currency fluctuations, labour dispugasjden changes in laws, government control ovaregtic oil
and gas pricing, and other uncertainties arisingafuforeign government sovereignty over the Coation's
international operations. With respect to taxatiatters, the governments and other regulatory et the
foreign jurisdictions in which CYGAM operates anddands to operate in future may make sudden changes
laws relating to royalties or taxation or imposghar tax rates which may affect CYGAM'’s operationsa
significant manner. These governments and agenwgsnot allow certain deductions in calculating payable
that CYGAM believes should be deductible under igpple laws or may have differing views as to valoé
transferred properties. This can result in sigaifity higher tax payable than initially anticipateg CYGAM. In
many circumstances, re-adjustments to tax payatpesed by these governments and agencies may yearg
after the initial tax amounts were paid by CYGAMivh can result in the Corporation having to pan#icant
penalties and fines. Furthermore, in the event dispute arising from international operations, @@ poration
may be subject to the exclusive jurisdiction ofeign courts or may not be successful in subjectorgign
persons to the jurisdiction of courts in Canadae Torporation operates in such a manner as to rnzieiand
mitigate its exposure to these risks; however,ethsan be no assurance that CYGAM will be successful
protecting itself from the impact of all these sk

Foreign oil and gas operations involve substantiats and are subject to certain risks owing to the
underdeveloped nature of the oil and gas industsuch countries. The oil and gas industry in wegioountries

is not as developed as the oil and gas industr¢anada and the United States. As a result, driling
development operations may take longer to compatemay cost more than similar operations in Carsantt
the United States. The availability of technicapestise, specific equipment and supplies is marétdid in
various countries than in Canada and the UniteteSt&uch factors may subject oil and gas opematiother
countries to economic and operating risks not egpeed in Canada and the United States.

Prices, Markets and Marketing

The marketability and price of oil and natural ¢faat may be acquired or discovered by the Corpmmas and
will continue to be affected by numerous factorgdmel its control. The Corporation’s ability to matkts oil and
natural gas may depend upon its ability to acgspace on pipelines that deliver natural gas to ceroial
markets. The Corporation may also be affected Wiwetability uncertainties related to the proximiof its
reserves to pipelines and processing and storageiés and operational problems affecting sugbepines and
facilities as well as extensive government regatatielating to price, taxes, royalties, land tenakéowable
production, the export of oil and natural gas ammshynother aspects of the oil and natural gas bssine

The Corporation’s revenues, profitability, futureogth and the carrying value of its oil and gasperties are
substantially dependent on prevailing prices of amld gas which are unstable and subject to fluctuat
CYGAM'’s ability to borrow and to obtain additionahpital on attractive terms is also substantialpehdent
upon oil and gas prices. Prices for oil and gassaigect to large fluctuations in response to negét minor
changes in the supply of and demand for oil and gasket performance and uncertainty and a varéty
additional factors beyond the control of the Cogtion. These factors include economic conditionth@United
States, Canada, Tunisia, Europe, and Italy, tHerecbf the Organization of Petroleum Exporting Goes and
Russia, governmental regulation, political stapiiit the Middle East and elsewhere, the foreigrpgupf oil and
gas, the price of foreign imports and the avaiigbdf alternative fuel sources.
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Prices received for the Corporation’s natural gess iafluenced primarily by factors within North Amea,
including North American supply and demand, ecomop@rformance, weather conditions and availabdiyl
pricing of alternative fuel sources.

Any substantial and extended decline in the pricgiland gas would have an adverse effect on thgp@ation's
carrying value of its proved reserves, borrowingagaty, revenues, profitability and cash flows froperations
and could cause a reduction in CYGAM'’s oil and geguisition and development activities. Volatileand gas
prices make it difficult to estimate the value obgucing properties for acquisition and often cagiseuption in
the market for oil and gas producing propertiehwagers and sellers have difficulty agreeing ornstadue. Price
volatility also makes it difficult to budget for drproject the return on acquisitions and on develm and
exploitation projects.

Variation in Foreign Exchange Rates and Interest

CYGAM receives Canadian dollars for gas sales fisnCanadian properties. These Canadian dollarshare
expended on operations and capital in Canada. TompoEation’'s expenses on Canadian operations are
denominated in Canadian dollars and a significantign of the Company’s international activitieg aonducted

in Euros in ltaly and in US dollars and Tunisiam@rs (“TND”) in Tunisia where the Company is exmbse
changes in foreign exchange rates as operatinghegpecapital expenditures, and financial instruméuactuate

due to changes in exchange rates. The Companyrditasse derivative instruments to hedge its exposor
foreign exchange risks.

Reserve Estimates

There are numerous uncertainties inherent in estijmguantities of reserves and cash flows attedub such
reserves, including many factors beyond the contfolCYGAM. These evaluations include a number of
assumptions relating to factors such as initialdpobion rates, production decline rates, ultimaeovery of
reserves, timing and amount of capital expendituregketability of production, future prices of ahd natural
gas, operating costs and royalties and other gowemhlevies that may be imposed over the produdie®f the
reserves. These assumptions were based on prieeafis in use at the date the relevant evaluatie@re
prepared and many of these assumptions are subjetiange and are beyond the control of CYGAM. Attu
production and cash flows derived from the Corpgoréé oil and gas reserves will vary from the esties
contained in the reserve evaluation, and such ti@mgcould be material. The reserve evaluatidmased in part
on the assumed success of activities the Corparatiends to undertake in future years. The researd
estimated cash flows to be derived therefrom capthin the reserve evaluation will be reduced éoetktent that
such activities do not achieve the level of suc@ssaimed in the reserve evaluation. The reserdeaticm is
effective as of a specific effective date and has meen updated and thus does not reflect chamgéisei
Corporation’s reserves since that date.

Reserve Replacement

CYGAM's future oil and gas reserves, productiond aash flows to be derived therefrom are highlyeielent
on successfully acquiring or discovering new resenExisting reserves and production will decliveratime
without the continual addition of new reserves.ufufe increase in reserves will depend on CYGAMvgity to
develop any properties it may have from time toetiend its ability to select and acquire suitabledpcing
properties or prospects. There can be no assuthat€CYGAM's future exploration and developmentoef$
will result in the discovery and development of idddal commercial accumulations of oil and natugas.
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Resource Estimates

In accordance with applicable securities laws, D&Miependent reserve evaluators, has used forpgestand
cost estimates in calculating reserve quantitietuded in this Annual Information Form. Actual frgunet
revenue will be affected by other factors suchasa production levels, supply and demand foraaidl natural
gas, curtailments or increases in consumption thyand natural gas purchasers, changes in goveraiment
regulation or taxation and the impact of inflatmm costs.

Actual production and revenues derived therefronh weiry from the estimates contained in the D&M RBep
and such variations could be material. The D&M Reobased in part on the assumed success oftiadithe
Corporation intends to undertake in future yearse feserves and estimated cash flows to be detinezdfrom
contained in the D&M Report will be reduced to theéent that such activities do not achieve thellef/success
assumed in such report.

Substantial Capital Requirements

CYGAM will require additional capital to fund theequisition, exploration, development and produrctd oil
and natural gas reserves in the future. CYGAM's ag@ment will continue to consider various means of
obtaining additional capital, within the context eXisting market conditions (equity financings, tjedale of
assets, joint venture agreements or other) toduttre exploration and development of the Compapsoperties
and to provide sufficient working capital. The Corgtion may not have access to the capital negegear
undertake or complete future drilling programs. fEhean be no assurance that debt or equity fingnoincash
generated by operations will be available or sidfitto meet these requirements or for other cateopurposes
or, if debt or equity financing is available, thiatvill be on terms acceptable to the Corporatibnere is also no
assurance that farmouts or sale of assets willrtzanged. Moreover, future activities may require @AM to
alter its capitalization significantly. The inabyliof the Corporation to access sufficient capiitalits operations
could have a material adverse effect on the Cofjoor'a financial condition, results of operatiomslgrospects.

Economic Conditions

Unfavourable economic conditions may adverselycaffiee Corporation’s development and exploraticiviies
and could also increase the Corporation’s financogts, decrease revenues, limit access to capaedets and
negatively impact any of the availability of creféitilities to the Corporation.

Possible Failure to Realize Anticipated Benefits dfuture Acquisitions and Dispositions

CYGAM may make acquisitions and dispositions ofibesses and assets in the ordinary course of @ssine
Achieving the benefits of any future acquisitiorspdnds in part on successfully consolidating femgtiand
integrating operations and procedures in a timelg afficient manner as well as the Corporationfitakio
realize the anticipated growth opportunities anuesgies from combining the acquired businessesopedations
with its own. The integration of acquired businesssjuires substantial management effort, timerasdurces
and may divert management's focus from other gfi@tgpportunities and operational matters during fiocess.
The integration process may result in the lossegfd&mployees and the disruption of ongoing busjrassomer
and employee relationships that my adversely al&EAM’s ability to achieve the anticipated bengfuf these
and future acquisitions. Non-core assets may bedieally disposed of, so that CYGAM can focus éfforts
and resources more efficiently. Depending on thtesbf the market for such non-core assets, cen@ircore
assets of the Corporation, if disposed of, coul@gxgected to realize less than their carrying valu€YGAM'’s
financial statements.

38



Issuance of Debt

From time to time the Corporation may enter intansactions to acquire assets or the shares of other
organizations. These transactions may be finannedhole or in part with debt, which may increase th
Corporation's debt levels above industry standddgpending on future exploration and developmeabgl the
Corporation may require additional equity and/dstdaancing that may not be available or, if aghle, may not

be available on favourable terms. CYGAM'’s artickesl by-laws do not limit the amount of indebtedrtess the
Corporation may incur. The level of the CYGAM's édedness from time to time, could impair its &pitd
obtain additional financing on a timely basis tket@dvantage of business opportunities that mag ari

Operational Dependence

Other companies operate some of the assets in V@¥¢&AM has an interest. As a result, CYGAM will leav
limited ability to exercise influence over the ogwn of those assets or their associated costshwdould
adversely affect the Corporation's financial perfance. CYGAM 's return on assets operated by othélrs
therefore depend upon a number of factors that lmeagutside of the Corporation's control, includihg timing
and amount of capital expenditures, the operaexfgertise and financial resources, the approvabtbkr
participants, the selection of technology and niglhagement practices.

Regulatory

Oil and natural gas operations (exploration, préida¢ pricing, marketing and transportation) ardojeat to
extensive controls and regulations imposed by varlevels of government, which may be amended fioma to
time. (See “Industry Conditions”). Governments magulate or intervene with respect to price, taxegalties
and the exportation of oil and natural gas. Sugjuledions may be changed from time to time in respoto
economic or political conditions. The implementatiof new regulations or the modification of exigtin
regulations affecting the oil and natural gas imgusould reduce demand for natural gas and crudena
increase the Corporation’s costs, any of which imaye a material adverse effect on the Corporationéded
business, financial condition and results of ogenat In order to conduct oil and gas operatioms,Gorporation
will require licenses from various governmentalhawities. There can be no assurance that the Catiporwill
be able to obtain all of the licenses and pernhigg may be required to conduct operations thatay mish to
undertake.

Environmental Concerns

The oil and natural gas industry is subject to emmental regulations pursuant to local, provineiatl federal
legislation. A breach of such legislation may resnlthe imposition of fines or other penalties.o8kl the
Corporation be unable to fully fund the cost of eglying an environmental problem, the Corporatioghnhbe
required to suspend operations or enter into mtexompliance measures pending completion of theimed
remedy. Environmental legislation is evolving inn@anner expected to result in more strict standarts
enforcement, larger fines and liability and potalhti increased capital expenditures and operatimgfsc The
discharge of oil, natural gas or other pollutantoithe air, soil or water may give rise to lialigls to
governments and third parties and may require tivpdation to incur costs to remedy such dischadgfaough
the Corporation believes that it is in material pliance with current applicable environmental regjohs, no
assurance can be given that environmental laws nitl result in a curtailment of production or a et
increase in the costs of production, developmenexploration activities or otherwise adversely effféghe
Corporation’s financial condition, results of op@as or prospects.

Canada is a signatory to the United Nations FramleWonvention on Climate Change. Canada has rhtifie

Kyoto Protocol established thereunder and is therequired to establish legally binding targetseduce nation-
wide emissions of carbon dioxide, methane, nitraxide and other “greenhouse gases”. The Corporatiay be

39



subject to legislation in Canada regulating emissiof greenhouse gases. The Government of Canada pu
forward in April 2007, and March 2008, its “Turnitige Corner” climate change plan that proposeslagiguas to

set greenhouse gas “emissions intensity” reductgumirements for certain industrial sectors by 186 2006
levels, commencing in 2010, and including oil aag gxploration and production. This may requireréiction

of emissions or emissions intensity from the Coaion’s operations. The Province of Alberta impletee the
Specified Gas Emitters Regulation under its Clin@tange Emissions Management Act on July 1, 2065 T
regulation requires facilities which emit in excedsl00,000 tonnes of greenhouse gases per yeadtwe their
emissions intensity by 12% from a baseline derifrech the average of 2003-2005 emissions. The dmact
indirect costs of complying with these emissiorgutations may adversely affect the business ofCiigoration.

See “Industry Conditions— Impact of EnvironmentadtBction Regulations”.

Abandonment and Reclamation Costs

CYGAM will be responsible for compliance with termsd conditions of environmental and regulatoryrapgpls
and all laws and regulations regarding abandonnasrat reclamation in respect of its properties, which
abandonment and reclamation costs may be substantiseach of environmental legislation or regidas may
result in the imposition of fines and penaltieg;liling an order for cessation of operations at gite until
satisfactory remedies are made.

Title to Assets

Although title reviews may be done according tousstdy standards prior to the purchase of oil artdrahgas
producing properties or the commencement of dglkvells, such reviews do not guarantee or certit an
unforeseen defect in the chain of title will nosarto defeat CYGAM's claim which could result ineguction of
the revenue received by the Corporation.

Insurance

CYGAM's involvement in the exploration for and déwgment of oil and natural gas properties may tdasuhe
Corporation becoming subject to liability for pdian, blow outs, property damage, personal injuryother
hazards. Although CYGAM maintains insurance in agaace with industry standards to address cerfdinese
risks, such insurance has limitations on liabildgd may not be sufficient to cover the full exteftsuch
liabilities. In addition, such risks are not, inl @ircumstances, insurable or, in certain circumsgs, the
Corporation may elect not to obtain insurance ta déth specific risks due to the high premiumsoassted with
such insurance or other reasons. The payment ofiaimgured liabilities would reduce the funds aaaié to the
Corporation. The occurrence of a significant etbat CYGAM is not fully insured against, or theahsency of
the insurer of such event, could have a materiadisg effect on the Corporation.

Geo-Political Risks

The marketability and price of oil and natural dglagt may be acquired or discovered by CYGAM is aiiitl

continue to be affected by political events thraughthe world that cause disruptions in the supgfiyoil.

Conflicts, or conversely peaceful developmentssiragiin the Middle-East, and other areas of theldydrave a
significant impact on the price of oil and natugals. Any particular event could result in a matetecline in
prices and therefore result in a reduction of thepBration’s net production revenue.

In addition, CYGAM'’s oil and natural gas propertigglls and facilities could be subject to a taswattack. If

any of the Corporation's properties, wells or ftes are the subject of terrorist attack it cobllve a material
adverse effect on CYGAM. The Corporation does reehinsurance to protect against the risk fronotesm.
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Dilution

CYGAM may make future acquisitions or enter intoaficings or other transactions involving the isseaof
securities of the Corporation which may be diluti@'GAM may also issue additional Common Sharemfro
time to time as the Board may determine pursuaits stock option plan.

Management of Growth

The Corporation may be subject to growth-relatsiisrincluding capacity constraints and pressurgsanternal
systems and controls. The ability of CYGAM to mamagyowth effectively will require it to continue to
implement and improve its operational and finansigtems and to expand, train and manage its eeplogse.
The inability of the Corporation to deal with thasowth could have a material adverse impact otutsness,
operations and prospects.

Expiration of Permits, Licenses and Leases

CYGAM's properties are held in the form of permitigenses and leases and working interests in pgrmi
licenses and leases. If the Corporation or thedrotd the permit, license or lease fails to meet specific
requirement of a permit, license or lease, the ftetitense or lease may terminate or expire. Thoene be no
assurance that any of the obligations required &ntain each permit, license or lease will be nidie
termination or expiration of the Corporation’s pésnlicenses or leases or the working interedtsting to a
permit, license or lease may have a material adveffect on the Corporation’s results of operatiomsl
business.

Dividends

Payment of dividends in the future will be dependamn among other things, the cash flow, resulteprations
and financial condition of the Corporation, the achder funds to finance ongoing operations and otheiness
considerations as the Board of Directors considdevant.

Third Party Credit Risk

CYGAM may be exposed to third party credit riskatingh its contractual arrangements with its curoerfuture
joint venture partners, marketers of its petroleamd natural gas production and other parties. énetrent such
entities fail to meet their contractual obligatidasCYGAM, such failures could have a material adeesffect on
the Corporation and its cash flow from operatidnsaddition, poor credit conditions in the indusamyd of joint
venture partners may impact a joint venture padnaillingness to participate in CYGAM'’s ongoing pital
program, potentially delaying the program and #wults of such program until the Corporation fiadsuitable
alternative partner.

Conflicts of Interest

Certain directors of CYGAM may associate with otbempanies or entities, including entities engagettie oil
and gas business, which may give rise to confbftsiterest. Conflicts of interest, if any, whichse will be
subject to and governed by procedures prescribedheyABCA which require a director or officer of a
corporation who is a party to, or is a directoraor officer of, or has a material interest in anyspa who is a
party to, a material contract or proposed mateoalract with the Corporation to disclose his or ingerest and,
in the case of directors, to refrain from votingany matter in respect of such contract unlesswibe permitted
under the ABCA.
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Price Volatility of Publicly Traded Securities

In recent years the securities markets in CanaddtenUnited States have experienced a high Idvetice and
volume volatility, and the market price of secastiof many companies, particularly those considéoete
development stage companies, have experienced flidiiations in price which have not necessarilgrbe
related to the operation performance of, underlgigget values or prospects of such companies. Tharbe no
assurance that continual fluctuations in price wit occur. It is likely that the market price f6ommon Shares
will be subject to market trends generally, notaitimding the financial and operational performaatehe
Corporation.

Delay in Cash Receipts

In addition to the expected time-lags in paymenpimducers of oil and natural gas to the operaibSYGAM'’s
properties, and by the operators to CYGAM, paymdmsveen any of such parties may also be delayed by
restrictions imposed by lenders, delays in the saleelivery of products, delays in the connecidwells to a
gathering system, blowouts or other accidents,yagoby the operator of expenses incurred in theraipn of
CYGAM's properties or the establishment by the aparof reserves for such expense.

Net Asset Value

CYGAM's net asset value will vary dependent upomwanber of factors beyond the control of CYGAM
management, including oil and natural gas pricée. ffading prices of Common Shares are also datedriy a
number of factors which are beyond the control ahagement and such trading prices may be greaterah
less than the net asset value of CYGAM.

Reliance on CYGAM Management

Shareholders of CYGAM will be dependent upon thenaggment of CYGAM in respect of the administration
and management of all matters relating to CYGAM isgroperties and operations.

Impact of Future Expenditures

The reserve values of CYGAM’s properties, as egtohdy independent engineering consultants, aredois
part on cash flows to be generated in future yaara result of future capital expenditures. Themesvalues of
CYGAM'’s properties, as estimated by independenirergging consultants, will be reduced to the extbat
such capital expenditures on such properties doaobiteve the level of success assumed in such esTiig
reports.

Structure of CYGAM

From time to time CYGAM may take steps to orgaritseaffairs in a manner that minimizes taxes artteiot
expenses payable with respect to the operationY@AM and its subsidiaries. If the manner in whichk @AM
structures its affairs is successfully challenggdabtaxation or other authority, CYGAM may be acety
affected.

Changes in Legislation
It is possible that the Canadian and internatigeaiernments and provincial/state or regulatory @ttiles could

choose to change the income tax laws, royalty regjiranvironmental laws or other laws applicableitand gas
companies and that any such changes could mayeadlersely affect CYGAM and the market value of
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Common Shares. In addition it is also possible kbgislation changes, which could adversely affe¥iGAM
and the market value of CYGAM could occur in otheisdictions where CYGAM operates.

DESCRIPTION OF SHARE CAPITAL

CYGAM is authorized to issue an unlimited numberGafmmon Shares, of which 97,700,937 are issued and
outstanding as of December 31, 2010 and an ueliihmumber of preferred shares, issuable in sefeshich
none have been issued as of the date of this Arnfamation Form.

Common Shares

The holders of Common Shares are entitled to recaistice of, to attend and vote at any meetingshef
Shareholders, to receive such dividends declared¥Y @AM and to receive the remaining property of CMG
on dissolution after creditors of CYGAM and holdefsthe preferred shares outstanding at the tinve heen
satisfied.

Preferred Shares

CYGAM is authorized to issue an unlimited numbepoéferred shares issuable in series, each senessting

of such number of shares and having such righig)gmes, restrictions and conditions as may bemeined by
the Board of Directors prior to the issuance therdbth respect to the payment of dividends anddis¢ribution

of assets in the event of liquidation, dissolut@nwinding-up of CYGAM, the preferred shares arétkal to

preference over the Common Shares and any othezsstanking junior to the preferred shares and atsy be
given such other preferences over the Common Shakany other shares ranking junior to the preteshares
as may be determined at the time of creation df sades.
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MARKET FOR SECURITIES

The Common Shares are listed for trading on the M&Xture Exchange (“Exchange”) under the symbol,
“CYG".

The following table sets out the price range fawl arading volume of the Common Shares as repdryethe
Exchange for the each month during the year endmeiber 31, 2010:

Price Range
High Low Volume
(Canadian Dollars)

2010 High Low Volume
December 0.60 0.39 534,400
November 0.50 0.39 562,400
October 0.53 0.46 252,000
September 0.57 0.41 475,300
August 0.49 0.30 409,800
July 0.45 0.35 148,700
June 0.52 0.45 219,900
May 0.61 0.45 262,600
April 0.63 0.46 465,500

March 0.64 0.55 384,600
February 0.75 0.60 445,700
January 0.76 0.54 265,600

DIVIDENDS OR DISTRIBUTIONS

CYGAM has not declared or paid any cash dividenddistributions to Shareholders in the past thregry. The
future payment of dividends or distributions wik blependent upon the financial condition of thepGaation
and other factors which the Board of Directors roaysider appropriate in the circumstances.

PRIOR SALES

During the financial year ended December 31, 2@H®,Corporation issued the following securities thr@ not
listed or quoted on a marketplace:
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DATE SECURITIES EXERCISE AMOUNT
ISSUED PRICE
March 17, 2010 Units* $0.60 8,333,333
March 17, 2010 Agent Warrants** $0.60 416,667
March 30, 2010 Units* $0.60 3,753,400
March 30, 2010 Agent Warrants** $0.60 187,670
July 8, 2010 Stock Options $0.40 2,900,000
December 20, 2010 Stock Options $0{50 300,000
December 20, 2010 Stock Options $0/65 300,000

*Each unit comprised one common share of the Catpor and one-half of one common share purchaseantar
where each whole warrant entitles the holder tehlmse one common share for $0.80 per share umptie®@ber

30, 2011.

** Agent warrants were issued exercisable at agpoic$0.60 per Unit for a period of 18 months.

DIRECTORS AND OFFICERS

As of December 31, 2010, the name, municipalitgyjprce or state and country of residence of thectlirs and
executive officers of CYGAM, the offices held iretlCorporation, the period of service as a direotoofficer
and the principal occupation of each of the dinectnd senior officers of the Corporation during tast five

years is as follow8"

Name, Province and Country

Position and Period of Service as a
Director

Principal Occupation For Past Five Years

Neli da Silva Rigd”®
Rome, Italy

Director since March 2006

Director of Farmkey Inwesnts Limited, a
private investment company

Dario E. Soder® ©
Alberta, Canada

President. Director since April 1996

President and Director of the Corporation.

S.S. (Ali) Rawji®
Alberta, Canada

Chief Financial Officer and Secretary
Treasurer. Director from February
2005 to June 2010

-President of a consulting services compg
since 2004. Previously Vice Presids
Corporate  Finance, First Associat
Investments Inc.

any
nt
es

A. S. (Drew) Burgess @ ©®)

Alberta, Canada

Director since June 2003

Vice President, Chief iérel Officer and a
Director of Huntington Exploration Inc., an
oil and gas exploration company and
President of Greenfields Financial
Corporation, a private company

Derrick Armstrond” ®
Alberta, Canada

Director since October 2005

Senior Counsel withlalwefirm of Borden
Ladner Gervais LLP

Peter Haversof? ©
Alberta, Canada

Director since March 2006

Manager of Internatidbelling Operations
Suncor Energy Inc. and its predecessors
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Position and Period of Service as a

Name, Province and Country Director Principal Occupation For Past Five Years
Giuseppe Rigo de Righ? Chief Executive Officer since July | Chief Executive Officer of the Corporation
Rome, Italy 2010. Director since June 2006 since July 2010 and prior thereto VP

International Exploration of the Corporation;
President of Rigo Oil Company Limited and
Vega Oil S.p.A. since March 2006. Since
1999, President of Riogeo Petroleum, a
consulting company.

Notes:

Q) Member of the Audit Committee.

2) Member of the Compensation Committee.

3) Member of the Reserves Committee

4) The directors are all appointed to hold officgil the next annual meeting of Shareholders.

(5) Resigned April 29, 2011.

(6) Resigned May 12, 2011.

(@) The current directors of the Corporation arei®&. Sodero, Peter Haverson, Giuseppe Rigo deiRMec Silenzi and Gary Hyde. Mr. Silenzi
and Mr. Hyde were appointed to the Board of Directn March and April 2011 respectively.

(8) Resigned March 23, 2011

As at December 31, 2010, the directors and offioéithe Corporation, as a group, owned directlynolirectly

36,783,478 Common Shares or approximately 37.65%hefissued and outstanding Common Shares. The

information as to the number of Common Shares licially owned, not being within the knowledge ofeth
Corporation, has been furnished by the respectreetdrs and officers of the Corporation individyal

Corporate Cease Trade Orders or Bankruptcies

Other than as set forth below, none of the directorexecutive officers of the Corporation is, as tbeen within
the past ten years, a director, chief executivicaffor chief financial officer of any company, nding the
Corporation, that while such person was actindnat tapacity, was the subject of a cease tradendasorder or
an order that denied the relevant company acceasyt@xemption under securities legislation, fqresiod of
more than thirty consecutive days, or after sualsqres ceased to be a director, chief executiveaffor chief
financial officer of the company, was the subjetaccease trade or similar order or an order tleamiedl the
company access to any exemption under securitigsiddon, for a period of more than thirty consacu days,
which resulted from an event that occurred whilingdn such capacity.

In 2002, Mr. Burgess joined the board of CarpatBkyroleum Ltd. which, at the time, was subject twease
trade order for failure to file financial statemefitat subsequently lapsed. Mr. Burgess is alsceatdr and the
President of Life Medical Corporation which is sadij to a cease trade order for failure to file ficial
statements that was issued in 2002.

In 2007, Peter Haverson, a director of the Corpamatvas a director of Rage Energy Ltd. at the tihet a cease
trade order was issued for failure to file annuahiicial statements. The cease trade order wasgudastly
revoked.

In addition, no director or executive officer naryashareholder holding a sufficient number of sit@sr of the

Corporation to affect materially the control of @erporation is, or has been within the past teargjea director
or executive officer of any company, including t@erporation, that, while such person was actinghiat

capacity, or within a year of that person ceasingdt in that capacity became bankrupt, made aogedpnder
any legislation relating to bankruptcy or insolvere was subject to or instituted any proceedirgsangement
or compromise with creditors or had a receivereingr manager or trustee appointed to hold itstaggber than
as set forth below.
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On June 1, 2004, Vanguard Aviation Corp., a cotjimmaof which Andrew Burgess was a director, cotsero
the appointment of a receiver with respect to lomasle to the corporation by its secured creditarhatered
bank.

Penalties or Sanctions

None of the Corporations’ directors or executivéicefs, nor any shareholder holding a sufficienmber of
securities of the Corporation to affect materidilg control of the Corporation, have been subeeiny penalties
or sanctions imposed by a court relating to sdegritegislation or by a securities regulatory atitiicor has
entered into a settlement agreement with a seesirittgulatory authority; or any other penaltiesanctions
imposed by a court or regulatory body that wouldikely to be considered important to a reasonailestor
making an investment decision.

STATEMENT OF EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

The Compensation Committee is responsible forrgethe overall compensation strategy of the Cotpmrand
administering the Corporation's executive compémsaprogram. As part of its mandate, the Compeosati
Committee approves the appointment and remuneratiche Corporation's executive officers, includitige
Named Executive Officers identified in the Summ@gmpensation Table. The Compensation Committelsds a
responsible for reviewing the Corporation's compéng policies and guidelines generally.

The objective of the executive compensation progeata attract, motivate, reward and retain managertalent
that is needed to achieve the Corporation's busiobgctives. The compensation program is desigmethsure
that compensation is competitive with other compsartf similar size and is commensurate with theeggpce,
performance and contribution of the individualsdiwed and the overall performance of the Corporatio
evaluating performance, the Compensation Commigies consideration to the Corporation's long-term
interests and quantitative financial objectiveswadl to the qualitative aspects of the individsiglerformance
and achievements. In addition, the Compensationmitiee will receive and review recommendations taf t
Chief Executive Officer relating to the general gamsation structure and policies and programs ler t
Corporation and the salary and benefit levelsterexecutive officers.

The executive compensation program for the mosenmc completed financial year was comprised of two
principal components: management fees and a sfotidnoplan which are designed to provide a comimnabf
cash and equity-based compensation to effectivedgim and motivate the executive officers to achiéve
corporate goals and objectives. Each componeieoéxecutive compensation program is describedwelo

Management Fees

The executive officers are compensated indiregtlyay of management fees paid by the Corporatiqoriiate
companies controlled by the executive officers. Tamagement fees are to compensate officers foidang the
leadership and specific skills needed to fulfileithresponsibilities. The management fees are wadeby the
Compensation Committee and are determined by cenisgdthe contributions made by the officers, hbwirt
compensation levels relate to compensation packdggswould be achievable by such officers fromeoth
opportunities and commercially available surveyadManagement fees are not determined based ohrbarks

or a specific formula. The Compensation Committelensits its recommendation to the full board of dices
(the “Board”) to determine the fee payable for tBkief Executive Officer. The Compensation Committee
considers, and if thought appropriate, approvesifengements recommended by the Chief Executifiegdfor

the other executive officers of the Corporation.
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Stock Option Plan

The Corporation established a stock option plantfodirectors, officers, employees and consultétis “Stock
Option Plan”) which was adopted by the CorporationSeptember 8, 2005. The purpose of the Stocko@pti
Plan is to advance the interests of the Corporalipnencouraging the directors, officers, employees
consultants of the Corporation and its subsidianescquire Common Shares thereby increasing theprietary
interest in and encouraging them to remain assamtiatith the Corporation. The Stock Option Plan is
administered by the Board and all stock optionsigéthereunder are subject to the policies ofltBX¥ Venture
Exchange (the “Exchange”). The aggregate humb&oofimon Shares issuable upon the exercise of adrept
granted under the Stock Option Plan shall not exd€¥46 of the issued and outstanding Common Shérée o
Corporation from time to time. No single participanay be granted stock options to purchase a number
Common Shares equalling more than 5% of the is€i@dmon Shares of the Corporation in any one twelve-
month period. Options shall not be granted if tkereise thereof would result in the issuance ofartban 2% of
the issued Common Shares in any twelve-month peaaahy one consultant of the Corporation or tcspes
conducting investor relations activities on beldlthe Corporation. The exercise price of the ComrShares
subject to each option shall be determined by ther®but in no event shall such exercise priceobet than the
exercise price permitted by the Exchange. The tfrany stock options granted is determined by tbar8,
subject to the requirements of the Exchange whioht the term of options to a maximum of ten yedfghe
Common Shares are increased, decreased or chahgedlgh re-organization, merger, re-capitalization,
reclassification, stock dividend, subdivision omsolidation, an appropriate adjustment shall be eriayl the
Board in the number of shares optioned and theceseeprice per share.

Option-Based Rewards

The process that the Corporation uses to granboftased awards to executive officers, includirg Named
Executive Officers, is for the Board to approve i@ptgrants based on recommendations made by the
Compensation Committee. In determining the numbeoptions to be granted to the executive officehe
Compensation Committee considers the amount, tandsvesting levels of existing options held by dfficers

and also the number of options remaining availédnegrant by the Corporation in the future to attrand retain
gualified technical and administrative staff. Gexigy the number of options granted to any optioises function

of the level of authority and responsibility of toptionee, the contribution that has been madédéyptionee to

the business and affairs of the Corporation, thaber of options that have already been grantebddmptionee
and such other factors as the Compensation Conenmitég/ consider relevant.

Summary Compensation Table
The following table sets forth a summary of all g@nsation for services paid during the most regentl
completed financial year for Dario Sodero, Predidemd former Chief Executive Officer, Ali Rawji, @&

Financial Officer and Giuseppe Rigo, Chief Execmiti@fficer. No other executive officer received tota
compensation of more than $150,000 during the meesintly completed financial year.
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Share- Option-

Name and based based Non-equity Pension All other Total
principal Salary awards awards incentive plan value compensation| compensation
position® | Year %) (%) 3@ compensation %) 3$)® (%)

Annual | Long

incentive | term

plans incentive

plans

Dario 2010 Nil Nil $218,700 Nil Nil Nil $189,996 $408,696

Sodero -

President | 5009 Nil Nil Nil Nil Nil Nil $189,996 $189,996

2008 Nil Nil $127,200 Nil Nil Nil $189,996 $317,196

Ali Rawji - | 2010 Nil Nil $109,350 Nil Nil Nil $148,465 $257,815

Chief

Financial 2009 Nil Nil Nil Nil Nil Nil $116,875 $116,875

Officer

2008 Nil Nil $137,800 Nil Nil Nil $120,890 $258,358

Giuseppe | 2010 Nil Nil $145,800 Nil Nil Nil $157,386 $303,186

Rigo -

Chief 2009 Nil Nil Nil Nil Nil Nil $155,052 $155,052

Executive

Officer 2008 Nil Nil $63,600 Nil Nil Nil $179,758 $243,358

Notes:

1) The value of the option-based awards represhatsompensation value of options granted on 8uB010. The July 8, 2010 option grant value
is based on a share price of $0.40 and a Blacki&olatility factor of 70%. The option grant coemsation value reflects the full five-year life
of the options as well as assumptions for volgtiliisk-free interest rate and dividend yield. Thanber of stock options granted to each Named
Executive Officer on July 8, 2010 is provided ie table below.

2) The amounts in this column consisted of managefees paid to companies controlled by the agpleeNamed Executive Officer. The value of
perquisites and benefits for each Named Executffie€d is less than $50,000 and less than 10% cii &amed Executive Officer's total salary
for the financial year. Mr. Rawiji received a teration payment of $335,000 on May 31, 2011 and $&dero received a termination payment
of $459,115 on May 31, 2011.

3) Mr. Sodero served as CEO through July 4, 20itDaes President until April 29, 2011 and Mr. Rigoved as CEO from July 5, 2010 to April 29,

2011. Mr Rawiji resigned from his position as Chigfancial Officer on May 13, 2011. In April, 2011rM5ary Hyde was appointed as Chief
Executive Officer and Chief Operating Officer wigh annual salary of $240,000 and Mr. Brad Goldis appointed as President and Vice-
President Business Development with an annualysafa$240,000. On May 13, 2011 Mr. Alastair Robentsvas appointed as Chief Financial
Officer with an annual salary of $185,000.
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Incentive Plan Awards
Outstanding Option-Based Awards

The following table sets forth information in respef all option-based awards outstanding at theé enthe
financial year ended December 31, 2010 to the NaExedutive Officerd of the Corporation.

Option-based Awards
Number of
securities Value of
underlying Option exercise unexercised in-the-
unexercised options price Option expiration money oPtions
Name #) %) date )
Dario Sodero 600,000 $0.60 January 1, 2018 nil
900,000 $0.40 July 8, 2015 $126,000
Ali Rawji 650,000 $0.60 January 1, 2013 nil
450,000 $0.40 July 8, 2015 $63,000
Giuseppe Rigo 300,000 $0.60 January 1, 2013 nil
600,000 $0.40 July 8, 2015 $84,000
Note:
Q) Value is calculated based on the differencevbéen the exercise price of the options and therzigsrice of the Corporation's Common Shares
on the Exchange on December 31, 2010 of $0.54.
2) Mr. Hyde and Mr. Goldie were each awarded 1,200 stock options on May 4, 2011 with an optioereise price of $0.48 and expiring on
May 4, 2016. Mr. Robertson was awarded 1,000,08¢ksbptions on May 4, 2011 with an option exergisee of $0.48 and expiring on May 4,

2016.
Incentive Plan Awards — Value Vested or Earned Dogithe Year

The following table sets forth information relatit@gthe value vested or earned during the Corpmratifinancial
year ended December 31, 2010, in respect of opid@ed awards and non-equity incentive plan comgiendar
Named Executive Officers of the Corporation.

Non-equity incentive plan

Option-based awards — Value
vested during the year

compensation — Value earned
during the year

Name $)“ (%)
Dario Sodero $63,000 nil
Ali Rawiji $31,500 nil
Giuseppe Rigo $42,000 nil
Note:
Q) Value is calculated based on the differencevbéen the exercise price of the options and thdarzigsrice of the Corporation's Common Shares

on the Exchange on the vesting date of Decembe2@®1) of $0.54.
Termination and Change of Control Benefits
The Corporation has no written contract, agreenm@at) or arrangement that provides for payment iamed
Executive Officer in connection with any terminatjoresignation, retirement, change of control o th
Corporation or change in the responsibilities ef lamed Executive Officer other than as set foelow.

Mr. Sodero, the former President and Chief Exeeu®ifficer of the Corporation, entered into an ergplent
agreement with CYGAM through Planaval Resources (fdlanaval”), a company controlled by Mr. Sodero.
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The agreement provides, among other things, fomgay of compensation to Planaval upon terminatibn o
employment in certain circumstances. If employmenérminated without just cause or by reason keé-taver of

or change of control (as defined in the employnagmeement), Planaval will be entitled to a termorapayment
fee equal to a minimum of twenty four months' samee, together with an additional month for eaainmeted
year of service, plus the right to exercise all ¥keted options for a period of 90 days from threnieation of
employment. Mr. Sodero's employment was terminatedlay 31, 2011 and he received a termination payme
of $459,115.

Mr. Rawiji, the former Chief Financial Officer of@hCorporation, entered into a consulting agreemeétit
CYGAM through 735135 Alberta Inc. (*735135"), a cpamy controlled by Mr. Rawji. The agreement proside
among other things, for payment of compensatiory36135 upon termination of the agreement in certain
circumstances. If the agreement is terminated witfusst cause or by reason of take-over of or chafgcontrol

(as defined in the consulting agreement), 735135 v entitled to a termination payment fee equalat
minimum of twenty four months' severance, togethién an additional month for each completed yeasewice,
plus the right to exercise all the vested optiansaf period of 90 days from the termination of diggeement. Mr.
Rawiji's agreement was terminated on May 31, 208lhareceived a termination payment of $335,000.

Mr. Rigo, the former CEO and current Executive @imain of the Corporation, entered into an employment
agreement with CYGAM through Riogeo Petroleum (‘¢&0”), a company controlled by Mr. Rigo. Upon
termination of employment, the agreement providdyg tor payment to Riogeo of accrued consultingsfetus

the right to exercise all the vested options fpeeod of 90 days from the termination of employmen

Mr. Hyde, the current Chief Executive Officer anti€ Operating Officer of the Corporation and MrolGie,
the current President and Vice President, Busibesslopment of the Corporation entered into empleym
agreements with CYGAM effective on April 19, 20The agreements provide, among other things, fomeay
of compensation upon termination of the agreementertain circumstances. If the agreement is teatath
without just cause or by reason of take-over ongkeof control (as defined in the employment agesdin each
party will be entitled to a termination payment fgual to (i) the amount of unpaid salary to araduiding the
date of termination, (ii) all outstanding vacatipay and expense reimbursements, (iii) any bonushiés been
declared by the Board of Directors but not yet paidd (iv) a lump sum equal to fifteen months’ saldn
addition, upon termination all stock options wi#st automatically and shall be exercisable in atwre with
the terms of the Stock Option Plan. The total arhgayable under each agreement as of the datefhethe
agreement is terminated without cause or upon e-dakr or change of control would be $300,000, @ing
unpaid salary, outstanding vacation pay and expegigsdursements and any declared but unpaid bonus.

Mr. Robertson, the current Chief Financial Offiedrthe Corporation, entered into an employment exgent
with CYGAM effective on May 5, 2011. The agreemenbvides, among other things, for payment of
compensation to Mr. Robertson upon terminatiorhef dgreement in certain circumstances. If the aggatis
terminated without just cause or by reason of takex or change of control (as defined in the enmpiegt
agreement), Mr. Robertson will be entitled to anieation payment fee equal to (i) the amount ofaidsalary
to and including the date of termination, (ii) alitstanding vacation pay and expense reimbursem@ntsiny
bonus that has been declared by the Board of Diredtut not yet paid, and (iv) a lump sum equatvtelve
months’ salary. In addition, upon termination atick options will vest automatically and shall bereisable in
accordance with the terms of the Stock Option Pl&e. total amount payable under the agreement teafate
hereof if the agreement is terminated without caarsepon a take-over or change of control would&b@&5,000,
plus any unpaid salary, outstanding vacation payexpense reimbursements and any declared butcubpaius.
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Director Compensation

Director Compensation Table

The following table sets forth information in respef all amounts of compensation provided to tireadors
during the Corporation's financial year ended Ddwm31, 2010.

Note:

Option-
Share- | based Non-equity
Fees | based | awards | incentive plan | Pension All other
earned | awards @ compensation | value | compensation| Total
Name™ () () $) () () $) $)

Neli da Silva Rigo nil nil nil nil n/a nil nil
Derrick Armstrong nil nil $60,750 nil n/a nil $6G0
A. S. (Drew) Burgess nil nil $60,75D nil n/a nil 850
Peter Haverson nil nil $60,750 nil n/a nil $60,7

(1) On March 23, 2011 Mrs. Neli da Silva Rigo resigfiexn the Board of Directors and on April 29, 20Mr, Derrick Armstrong and Mr. A.S.

(Drew) Burgess resigned from the Board of Directmid Mr. Gary Hyde and Mr. Alec Silenzi were appetéhto the Board of Directors. The
Board of Directors currently consists of Mr. Rigdr. Hyde, Mr. Sodero, Mr. Haverson and Mr. Silenzi.
The value of the option-based awards representsaimpensation value of options granted on July0802 The July 8, 2010 option grant value
is based on a share price of $0.40 and a Blacki&kolatility factor of 70%. The option grant coemsation value reflects the full five-year life

of the options as well as assumptions for volgtiliisk-free interest rate and dividend yield. Tiember of stock options granted to each
Director on July 8, 2010 is provided in the tabdtolw.

@)

Outstanding Option-Based Awards

The following table sets forth information in respef all option-based awards outstanding at theé enthe
financial year ended December 31, 2010 to the @ireof the Corporation.

Option-based Awards
Number of
securities Value of
underlying Option exercise unexercised in-the-
unexercised options price Option expiration money options
Namé? #) ($) date $)"
Neli da Silva Rigo Nil Nil n/a n/a
Derrick Armstrong 250,000 $0.60 July 29, 2011 Nil
250,000 $0.40 July 29, 2011 $35,000
A. S. (Drew) Burgess 250,000 $0.60 July 29, 2011 I Ni
250,000 $0.40 July 29, 2011 $35,000
Peter Haverson 250,000 $0.83 March 11, 201 Nil
250,000 $0.60 January 1, 2013 Nil
250,000 $0.40 July 8, 2015 $35,000

Note:
(1)

@)

Value is calculated based on the differencevbéen the exercise price of the options and therzigsrice of the Corporation's Common Shares
on the Exchange on December 31, 2010 of $0.54.
Mr. Silenzi was awarded 250,000 stock optiondMay 4, 2011 with an exercise price of $0.48 exyiring on May 4, 2016.
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Incentive Plan Awards — Value Vested or Earned Dagithe Y ear

The following table sets forth information in respef the value vested or earned during the Cotjmora
financial year ended December 31, 2010 of optiedaawards and non-equity incentive plan compensé&br

directors of the Corporation.

Option-based awards — Value
vested during the year

Non-equity incentive plan
compensation — Value earned
during the year

Name $)“ (%)
Neli da Silva Rigo Nil Nil
Derrick Armstrong $17,500 Nil
A. S. (Drew) Burgess $17,500 Nil
Peter Haverson $17,500 Nil
Note:
1) Value is calculated based on the difference betweerexercise price of the options and the clogirice of the Corporation's Common Shares

on the Exchange on the vesting date of Decembe2@®1) of $0.54.
LEGAL PROCEEDINGS

There are no legal proceedings to which CYGAM ergtibsidiaries is or was a party to, or that anyhef
Corporation’s property is or was the subject ofjryithe most recently completed financial yeaat twere or are
material to the Corporation, and there are no suaterial legal proceedings that the Corporationugently

aware of that are contemplated.

CONFLICTS OF INTERESTS

There are potential conflicts of interest to whitte directors and officers of CYGAM will be subjeict

connection with the operations of CYGAM. In partany certain of the directors and officers of CYGAde
involved in managerial or director positions witih@r oil and gas companies whose operations mary, fime to
time, be in direct competition with those of CYGAM with entities which may, from time to time, pide

financing to, or make equity investments in, coritpet of CYGAM (See “Directors and Officers”). Cdicfs, if

any, will be subject to the procedures and remeaheslable under the ABCA. The ABCA provides thatthe
event that a director has an interest in a contlaptoposed contract or agreement, the directalf disclose his
interest in such contract or agreement and shizllinefrom voting on any matter in respect of swcmtract or
agreement unless otherwise provided by the ABCA.

INTERESTS OF MANAGEMENT AND OTHERS IN MATERIAL TRAN SACTIONS

Other than as set forth herein or as previouslglaégd by the Corporation, the Corporation is veara of any
material interest, direct or indirect, of any diacor executive officer of the Corporation, anygm or company
that beneficially owns or controls or directs, dthg or indirectly, more than 10% of any class eriss of the
Corporation’s outstanding securities or an asseaataffiliate of any of the foregoing, in any tsagtion within
the three most recently completed financial yearshe during the current financial year that hademally
affected or is reasonably expected to materiafigcathe Corporation.

AUDITORS, REGISTRAR AND TRANSFER AGENT

The Corporation’s auditors are PricewaterhouseQuopeP (“PWC”), Chartered Accountants, of Calgary,
Alberta.
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Computershare Trust Company of Canada at its pahciffices in Calgary, Alberta and Toronto, Orals the
transfer agent and registrar of the Common Shares.

MATERIAL CONTRACTS

There are no contracts entered into by the Corjporan the last financial year or entered into befthe last
financial year and which are still in effect thaancreasonably be regarded as presently materidhdo
Corporation, except for contracts entered intdadrdinary course of business.

INTERESTS OF EXPERTS

There is no person or company whose professiomuginbss gives authority to a statement made by gseidon
or company and who is named as having preparedrtfied a report, valuation, statement or opint@scribed
or included in a filing, or referred to in a filingnade under NI 51-102 by us during, or relatedthe,
Corporation’s most recently completed financial ryether than D&M, independent engineering evalusator
engaged by the Corporation and PWC, auditors o€tmporation. None of the designated professiooal3&M
has any registered or beneficial interests, dmeatdirect, in any securities or other propertyCofGAM.

PWC has advised that it is independent of the Gatjum within the meaning of the Rules of Profesalo
Conduct of the Institute of Chartered Accountaritalberta.

ADDITIONAL INFORMATION

Additional information, including directors’ andfifers’ remuneration and indebtedness, principéddrs of the
Corporation’s securities and securities authorifmrdssuance under equity compensation plans isagoed in
the Corporation’s Information Circular relating its most recent annual meeting of shareholders.itidddl

financial information is contained in the Corpooats audited financial statements and managemdigtsission
and analysis for the year ended December 31, 28dditional information relating to CYGAM is availabon
SEDAR atwww.sedar.com
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APPENDIX B
Form 51-101F3

NATIONAL INSTRUMENT 51-101 FORM F3

REPORT OF MANAGEMENT AND DIRECTORS
ON RESERVES DATA AND OTHER INFORMATION

Management of Cygam Energy Inc. (the “Company”) is responsible for the preparation and
disclosure of information with respect to the Company’s oil and gas activities in accordance with
securities regulatory requirements. This information includes reserves data, which are estimates
of proved reserves and probable reserves and related future net revenue as at December 31,

2010 estimated using forecast prices and costs.

An independent qualified reserves evaluator has evaluated the Company’s reserve data. The
report of the independent qualified reserves evaluator will be filed with securities regulatory

authorities concurrently with this report.
The Reserves Committee of the Company has:

a) reviewed the Company'’s procedures for providing information to the independent

qualified reserves evaluator;

b) met with the independent qualified reserves evaluator to determine whether any
restrictions affected the ability of the independent qualified reserve evaluator to

report without reservation;

C) reviewed the reserves data with management and the independent qualified reserves

evaluator.

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

approved:
a) the content and filing with securities regulatory authorities of the Form 51-101 F1
containing reserves data and other oil and gas information;

b)  the filing of Form NI 51-101 F2 which is the report of the independent qualified

reserves evaluator on the reserves data; and

C) the content and filing of this report.



Because the reserves data are based on judgements regarding future events, actual results will

vary and the variation may be material. However, any variations should be consistent with the

fact that reserves are categorized according to the probability of their recovery.

Signed “Gary Hyde”

Gary Hyde
Chief Executive Officer

Signed “Dario E. Sodero”

Dario Sodero
Director

Dated: June 10, 2011

Signed “Alastair Robertson”

Alastair Robertson
Chief Financial Officer

Signed “Alec Silenzi”

Alec Silenzi
Director



APPENDIX C
Definitions Used for Reserve Categories

The following definitions form the basis of the sd#fication of reserves and values presented D8I
Report. They have been prepared by the Standing@it®e on Reserves Definitions of the Petroleum
Society of the CIM incorporated in the Society eti@leum Evaluation Engineers Canadian Oil and Gas
Evaluation Handbook (“COGE Handbook”) and specitigdNational Instrument 51-101 (“NI 51-101").

Reserves are estimated remaining quantities @mailnatural gas and related substances anticipatesl
recovered from known accumulations, from a givete darward, based on:

analysis of drilling, geological, geophysical amgjmeering data;

the use of established technology;

specified economic conditions, which are generatiyepted as being reasonable, and shall be
disclosed; and

a remaining reserve life of 50 years.
Reserves are classified according to the degreertdinty associated with the estimates.

1. Proved Reserves

Proved reserves are those reserves that can beatedi with a high degree of certainty to be
recoverable. It is likely that the actual remainouantities recovered will exceed the estimated
proved reserves.

2. Probable Reserves

Probable reserves are those additional reservesthdess certain to be recovered than proved
reserves. It is equally likely that the actual reviry quantities recovered will be greater or less
than the sum of the estimated proved + probabkrves.

3. Possible Reserves

Possible reserves are those additional reservesithidess certain to be recovered than probable
reserves. It is unlikely that the actual remaingugntities recovered will exceed the sum of the
estimated proved + probable + possible reservessilfle reserves have not been considered in
the D&M Report.

Other criteria that must also be met for categtiopaof reserves are provided in Section 5.5 of the
COGE Handbook.

Each of the reserves categories (proved, probaiple, possible) may be divided into developed and
undeveloped categories.

4. Developed Reserves

Developed reserves are those reserves that aretedpte be recovered from existing wells and
installed facilities, or if facilities have not beénstalled, that would involve a low expenditure
(e.g., when compared to the cost of drilling a yvédl put the reserves on production. The
developed category may be subdivided into produairtdjnon-producing.



Developed Producing Reserves

Developed producing reserves are those reservdsatiea expected to be recovered from

completion intervals open at the time of the estim@ihese reserves may be currently producing
or, if shut in, they must have previously been oadpction, and the date of resumption of

production must be known with reasonable certainty.

Developed Non-Producing Reserves

Developed non-producing reserves are those res#raegither have not been on production, or
have previously been on production, but are shuama the date of resumption of production is
unknown.

Undeveloped Reserves

Undeveloped reserves are those reserves expectes tecovered from known accumulations
where a significant expenditure (e.g., when compévethe cost of drilling a well) is required to
render them capable of production. They must fuillget the requirements of the reserves
classification (proved, probable, possible) to whitey are assigned.

In multi-well pools, it may be appropriate to alide total pool reserves between the developed
and undeveloped categories or to subdivide the loeed reserves for the pool between
developed producing and developed non-producings 8Hocation should be based on the
estimator’'s assessment as to the reserves whabevilecovered from specific wells, facilities,
and completion intervals in the pool and their ez$fye development and production status.

Levels of Certainty for Reported Reserves

The qualitative certainty levels contained in tledirtions in Section 5.4.1 Reserves Categories
above are applicable to individual reserves estitighich refer to the lowest level at which
reserves estimates are made, and to reported essevhich refers to the highest level sum of
individual entity estimates for which reserve esties are made.

Reported total reserves estimated by determirastarobabilistic methods, whether comprised of
a single reserves entity or an aggregate estinoatendltiple entities should target the following
levels of certainty under a specific set of ecoraainditions:

(@) There is a 90% probability that at least tht@veded proved reserves will be recovered.

(b) There is a 50% probability that at least thensaf the estimated proved reserves plus
probable reserves will be recovered.

(© There is a 10% probability that at least thensaf the estimated proved reserves plus
probable reserves plus possible reserves will bevered.

A quantitative measure of the probability associatéth a reserves estimate is generated only
when a probabilistic estimate is conducted. Theoritgjof reserves estimates will be performed
using deterministic methods that do not provide umngjtative measure of probability. In
principle, there should be no difference betweetimeses prepared using probabilistic or
deterministic methods.



10.

11.

12.

13.

14.

15.

Additional clarification of certainty levels assat@d with reserves estimates and the effect of
aggregation is provided in Section 5.5.3 of the GOBandbook. Whether deterministic or
probabilistic methods are used, evaluators areesgprg their professional judgment as to what
are reasonable estimates.

Pipeline Gas Reserveare gas reserves remaining after deducting sulfases due to process
shrinkage and raw gas used as lease fuel.

Remaining Recoverable Reservese the total remaining recoverable reserves as®aolcwith
the acreage in which the Company has an interest.

Company Gross Reserves are the Company’s workjrinterest share of theremaining
reserves, before deduction of any royalties.

Company Net Reserveare the gross remaining reserves of the propéntiesich the Company
has an interest, less all Crown, freehold, andraliag royalties and interest owned by others.

Net Production Revenuds income derived from the sale of net reserveslppipeline gas, and
gas by-products, less all capital and operatingscos

Fair Market Value is defined as the price at which a purchaser sgekineconomic and
commercial return on investment would be willingotoy, and a vendor would be willing to sell,
where neither is under compulsion to buy or sedl both are competent and have reasonable
knowledge of the facts.

Barrels of Oil Equivalent (BOE) ReservesBOE are the sum of the oil reserves, plus the gas
reserves divided by a factor of 6, plus the natgaal liquid reserves, all expressed in barrels or
thousands of barrels.



