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ABBREVIATIONS 

In this Annual Information Form, the abbreviations set forth below have the following meanings:  

Oil and Natural Gas Liquids    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

2  

square kilometres  
AFE authorization for expenditure   m

3       

cubic metres  
API  American Petroleum Institute   2D  two dimensional 
 the measure of the density or gravity 3D  three dimensional  

of liquid petroleum products derived US$   United States dollars  
from a specific gravity   $   Canadian dollars 
     M$  thousands of dollars 

Conversion  

The following table sets forth certain conversions between Standard Imperial Units and the International 
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 feet of gas equivalent 
(Mcfe) are based on the standard of 6 Mcf: 1 bbl when converting natural gas to oil and 1 bbl: 6 Mcf when converting oil 
to natural gas. Boe and Mcfe may be misleading, particularly if used in isolation. A boe conversion ratio of 6 Mcf: 1 bbl or 
a Mcfe conversion ratio of 1 bbl: 6 Mcf is based on an energy equivalency conversion method primarily applicable at the 
burner tip and does not represent a value equivalency at the wellhead.  
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CONVENTIONS 

Certain terms used herein are defined in National Instrument 51-101 – Standards of Disclosure for Oil and 
Gas Activities (“NI 51-101”) or the Canadian Oil and Gas Evaluation Handbook (“COGE Handbook”) 
and, unless the context otherwise requires, shall have the same meanings in this Annual Information Form 
as in NI 51-101 or the COGE Handbook.  

FORWARD-LOOKING STATEMENTS 

Certain statements contained in this Annual Information Form constitute forward-looking statements. 
These statements relate to future events or the Corporation's future performance. All statements other than 
statements of historical fact may be forward-looking statements. Forward-looking statements are often, 
but not always, identified by the use of words such as “seek”, “anticipate”, “plan”, “continue”, “estimate”, 
“expect”, “forecast”, “may”, “will”, “project”, “predict”, “potential”, “targeting”, “intend”, “could”, 
“might”, “should”, “believe” and similar expressions. These statements involve known and unknown 
risks, uncertainties and other factors that may cause actual results or events to differ materially from those 
anticipated in such forward-looking statements. The Corporation believes that the expectations reflected 
in those forward-looking statements are reasonable but no assurance can be given that these expectations 
will prove to be correct and such forward-looking statements included in this Annual Information Form 
should not be unduly relied upon. These statements speak only as of the date of this Annual Information 
Form. In particular, this Annual Information Form contains forward-looking statements pertaining to the 
following:  

·  the quantity of reserves or resources;  
·  the performance characteristics of the Corporation's oil and gas properties; 
·  oil and natural gas production levels; 
·  capital expenditure programs; 
·  future development and exploration activities and the timing thereof; 
·  future land expiries; 
·  estimated future contractual obligations and the amount 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 ability to raise capital and to continually add to 

reserves through acquisitions and development;  
·  expectations relating to the award of exploration permits by governmental authorities; and 
·  treatment under government regulatory and taxation regimes. 

 
With respect to forward looking statements contained in this 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 conditions; and 
·  government regulation in the areas of taxation, royalty rates and environmental protection. 
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The Corporation's actual results could differ materially from those anticipated in these forward-looking 
statements as a result of the risk factors set forth below and elsewhere in this Annual Information Form:  

·  volatility in market prices for oil and natural gas; 
·  liabilities and risks inherent in oil and natural gas operations; 
·  uncertainties associated with estimating oil and gas reserves; 
·  competition for, among other things, capital, acquisitions of reserves, undeveloped lands and 

skilled personnel; 
·  incorrect assessments of the value of acquisitions; 
·  geological, technical, drilling and processing problems; 
·  fluctuations in foreign exchange or interest rates and stock market volatility; 
·  changes in income tax laws or changes in tax laws and incentive programs relating to the oil 

and gas industry; 
·  failure to realize the anticipated benefits of acquisitions; and 
·  the other factors discussed under “Risk Factors”. 

 
These factors should not be considered exhaustive. Statements relating to “reserves” or “resources” are 
deemed to be forward-looking statements, as they involve the implied assessment, based on certain 
estimates and assumptions that the resources and reserves described can be profitably produced in the 
future. The forward-looking statements contained in this Annual Information Form are expressly qualified 
by this cautionary statement. CYGAM does not undertake any obligation to publicly update or revise any 
forward-looking statements except as required by securities laws. 

PRESENTATION OF OIL AND GAS INFORMATION 

All oil and gas information contained in this Annual Information Form has been prepared and presented 
in accordance with NI 51-101. The actual oil and gas reserves and future production will be greater than 
or less than the estimates provided herein. The estimated value of future net revenue from the production 
of the disclosed oil and gas reserves does not represent the fair market value of these reserves. There is no 
assurance that the forecast prices and costs or other assumptions made in connection with the reserves 
disclosed herein will be attained and variances could be material.  

The estimates of reserves and future net revenue for individual properties may not reflect the same 
confidence level as estimates of revenue and future net revenue for all properties, due to the effects of 
aggregation. 
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CORPORATE STRUCTURE 

Name, Address and Incorporation  
 
CYGAM Energy Inc. (“CYGAM” or the “Corporation” or the “Company”) was incorporated under the Business 
Corporations Act (Alberta) (“ABCA”) on April 12, 1996 as Sheer Energy Inc. (“Sheer”). Sheer and Krystal 
Energy Ltd. were then amalgamated on December 14, 1998. The Corporation subsequently changed its name to 
CYGAM Energy Inc. on October 11, 2005. 

The Corporation’s principal office is located at Suite 106, 138-18th
 

Avenue, SE, Calgary, Alberta T2G 5P9 and its 
registered office is located at 1900, 520 3rd Ave. SW, Calgary, AB T2P 0R3. 

Inter-corporate Relationships 

The Corporation owns all of the outstanding shares of Rigo Oil Company Limited (“Rigo”), a corporation 
incorporated in Jersey, Channel Islands on November 6, 1980, which owns all of the shares of Rigo Oil Company 
Tunisia Ltd, incorporated in Tunisia, and Vega Oil S.p.A. (“Vega”), a corporation incorporated in Italy on 
September 6, 2003.  

GENERAL DEVELOPMENT OF THE BUSINESS 

General 

CYGAM is an international oil and gas exploration and production company based in Calgary, Canada. The 
Corporation has an active inventory of international oil and gas opportunities in Italy and Tunisia. As well, 
CYGAM has crude oil and natural gas production in Alberta, Canada and oil production in the Sud Remada 
Permit in Tunisia.  

Corporate Strategy  

CYGAM’s business plan is to increase its production and reserves through international acquisitions and 
exploration. The Corporation’s operations are targeted to areas that have good exploration potential, stable 
economic and business environments, and effective legal systems. CYGAM’s primary interests are in Tunisia and 
Italy, where the Corporation is building a presence through joint ventures, drilling and acquisitions, and has 
production in the Sud Remada Permit in Tunisia, and in Canada, where the Corporation owns interests in 
producing oil and gas wells.  

CYGAM plans to create value by developing a balanced portfolio of short, medium and long-term opportunities. 
CYGAM intends to realize this by leveraging its assets, building strong partnerships, participating in bid rounds 
to gain low cost exposure to high impact opportunities, executing accretive mergers and acquisitions to further 
strengthen its short and near-term portfolio, focusing on growth in value and reserves potential, leveraging its 
management team’s international oil and gas expertise to add accretive production and reserves, and developing 
and building on strategic alliances with national oil companies and large proven operators.  

In reviewing potential drilling or acquisition opportunities, CYGAM considers the following criteria: risk capital 
to secure or evaluate the opportunity, the potential return of the project, and the likelihood of success. 

Personnel  

As at December 31, 2010, CYGAM had nine (9) full time employees and three (3) part time employees or 
consultants based in its offices in Calgary, Rome and Tunis, Tunisia. 
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Three Year History 

2008 

Tunisia 

Sud Remada Permit 

During March and April 2008, CYGAM participated in the drilling of a discovery well, TT2, on the Sud Remada 
Permit in southern Tunisia, at a 14% working interest level with the permit Operator, Storm Tunisia (“Storm”) a 
subsidiary of Chinook Energy Inc. The well was drilled and cased to a total depth of approximately 1,500 metres, 
having discovered light oil in the Ordovician Bir Ben Tartar Formation. In October 2008, the Operator attempted 
twice to hydraulically fracture and stimulate the well in order to increase productivity. Hydraulic fracturing of the 
Ordovician Formation did not succeed, possibly due to equipment failure. Nevertheless, due to positive log 
analysis, an application was submitted to the state oil company, Enterprise Tunisienne d’Activities Petrolieres 
(“ETAP”), to place the well on an extended production test.  

Bazma Permit  
 
In June 2008, the Corporation completed the acquisition of a 60 km 2D seismic program on the Bazma Permit to 
further define a drilling prospect near the Tarfa and Baguel producing fields. Seismic interpretation confirmed the 
presence of one structure (named “Frida”) with similar geophysical character as the Tarfa field and located 
approximately 5 km from a producing well and pipelines. Several additional drillable prospects were also outlined 
on the Bazma Permit. 

Jorf Permit 
 
In June, CYGAM conducted an additional 200 km 2D seismic program in the north-western portion of the Jorf 
permit. The presence of two large pinnacle reefs of Permian age was confirmed and CYGAM and its partners 
committed to drill a well on this permit by 2011.  

2009 

Tunisia 

Sud Remada Permit 

A successful work-over was completed on the TT2 discovery well on the Sud Remada Permit in February 2009. 
Following the work-over, test production facilities were installed and production commenced in March. To the 
end of December, the well had flowed close to 60,000 bbls of light oil (43° to 44° API) from the Ordovician Bir 
Ben Tartar Formation at a depth of 1,422 metres. Due to the absence of nearby pipelines, the oil has been trucked 
to the La Skhira oil terminal on the coast of Tunisia. 

The TT2 well confirmed an Ordovician structure estimated to have an areal extent of approximately 70 km2 and a 
gross hydrocarbon column of approximately 57 metres. In November 2009, a 3D seismic survey was acquired on 
the TT structure in order to select the location of two appraisal wells planned for 2010. 

Bazma Permit  

During 2009, CYGAM continued both the evaluation of the Bazma Permit and the search for potential farm-in 
partners. In October, CYGAM’s wholly-owned subsidiary, Rigo, signed an Option and Farm-in Agreement with a 
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large U.S. independent oil and natural gas company (the “U.S. Company”) for the Bazma Permit, located onshore 
in central Tunisia. Under the terms of the agreement, the U.S. Company agreed to reimburse CYGAM for a 
portion of past costs, re-process a substantial amount of existing 2D seismic data and acquire a large quantity of 
new 2D seismic data on the permit at no cost to CYGAM. The U.S. Company also had the option to conduct a 3D 
seismic survey and the option of earning an interest by drilling a deep well on the permit. In December 2009, 
CYGAM was able to secure a seismic crew and commenced the acquisition of the new 2D seismic program on 
behalf of the U.S. Company. 

Jorf Permit 

CYGAM continued the interpretation of a 200 km seismic program begun in 2008 for the Jorf Permit. The 
Corporation initiated the transfer of operatorship and part of its interest in the permit to Timgad Energy, a private 
Egyptian company, which became responsible for 70% of exploration expenditures.  

Sud Tozeur Permit 

The evaluation of several structures on the large Sud Tozeur Permit continued in 2009. This permit was officially 
granted in July 2007, for an initial period of four years, and CYGAM approached several companies with the 
intention of farming-out the drilling of a deep well on this very large permit. 

Italy 

C.R148.VG Permit 

In June 2009, CYGAM acquired 233 km of 2D marine seismic survey, conducted by Petroleum Geo-Services, a 
Norwegian geophysical company, around and across the C.R148.VG Permit offshore Sicily. This new seismic 
data was acquired in order to better evaluate a large structure, named Aretusa and located in the central part of the 
permit, which had already been mapped with older–vintage seismic data, and to determine a potential correlation 
with the Mila field, located some 45 km to the north-west. 

C.R268.VG Permit 

In July 2009, CYGAM commissioned DeGolyer and MacNaughton Canada Limited (“D&M”), a worldwide 
petroleum and engineering consulting firm, to prepare an independent evaluation of the Elsa structure which 
comprises the B.R268.RG Permit located offshore in the central Adriatic Sea. D&M determined that a best 
estimate of the gross unrisked contingent recoverable oil and gas resource attributable to the 13.65 km2 Elsa 
structure was 104.23 million bbls of oil and 31.5 Bcf of gas (40.29 million bbls plus 4.26 Bcf for the low case and 
166.66 million bbls plus 89.42 Bcf for the high case). The D&M resource estimates were prepared in accordance 
with the requirements of the Canadian National Instrument 51-101 Standards of Disclosure for Oil and Gas 
Activities. See “Summary of Contingent Resources – B.R268.RG Italy” below. While existing seismic data on the 
permit clearly shows several large structures, with closure, D&M was asked to evaluate only the Elsa structure. 

In December 2009, the Corporation announced that its subsidiary, Vega, had entered into a Farm-out Agreement 
with Petroceltic International plc., a company based in Dublin, Ireland and listed on the AIM London Stock 
Exchange (“Petroceltic”) for the B.R268.RG Permit (the “B.R268.RG Farm-out Agreement”) whereby Petroceltic 
agreed to pay 100% of well costs for the proposed Elsa 2 well to be drilled on the permit and Vega agreed to 
transfer to Petroceltic 30% participating interest in the permit. The transfer would be completed as to 10% 
participating interest in the permit effective upon all long-lead items required to drill the Elsa 2 well having been 
ordered and as to the remaining 20% participating interest in the permit upon spudding of the Elsa 2 well on or 
before October 31, 2010, subject to any extensions granted by Italian Government authorities and consented to by 
Vega and Petroceltic. Upon the assignment of the interest and successful completion of the Elsa 2 well, Vega and 
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Petroceltic will participate in the future development, rights and obligations of the permit in accordance with the 
following participating interests: 30% for Vega and 70% for Petroceltic. 

Vega and Petroceltic also agreed that, from the effective date of the Agreement, de facto operatorship of the 
permit would be transferred from Vega to Petroceltic and Petroceltic would become the operator with respect to 
all operations conducted in relation to the permit under the Elsa Joint Operating Agreement (the “Elsa JOA”). In 
consideration for receiving the assignment and the transfer of operatorship, Petroceltic agreed to perform all well 
operations and to pay all exploration costs related to the permit and all costs of well operations under the Elsa 
JOA, including coring and logging, prior to the potential setting of final production casing in the Elsa 2 well. 
Exploration costs included the costs of any potential drill stem test in the Elsa 2 well and all abandonment costs if 
final production casing is not set.  

2010 

Tunisia 

Sud Remada Permit 

In March 2010, CYGAM received an independent assessment of reserves and an independent assessment of 
contingent oil and gas resources for the 67 km2 TT structure on the Sud Remada Permit, located onshore Tunisia. 
Total recoverable proved plus probable plus possible reserves before production attributed to the same central 
portion of the TT structure were assessed at 15.8 million bbls. In addition, D&M also provided a separate report 
for the contingent resources of crude oil and natural gas potentially recoverable from the balance of the TT 
structure. CYGAM’s 14% gross working interest proved plus probable plus possible reserves, before production, 
were estimated at 2,081,482 bbls of oil and 1,121 MMcf of sales gas. CYGAM’s 14% gross working interest 
contingent oil and gas resources quantities were estimated at 2,099,000 bbls of oil and 9,150 MMcf of gas for the 
low case scenario, 3,779,000 bbls of oil and 18,399 MMcf of gas for the best case scenario and 7,165,000 bbls of 
oil and 38,199 MMcf of gas for the high case scenario. For more details, see “Statement of Reserves Data and 
Other Oil and Gas Information – Petroleum and Natural Gas Reserves” and “Summary of Contingent Resources-
TT Structure, Sud Remada Permit, Tunisia” below. 

The TT2 well on the Sud Remada Permit continued to flow 44° API oil at rates ranging from 160 bbls/d at the 
beginning of the year to approximately 100 bbls/d at the end of the year due to natural decline and current lack of 
artificial lift, at an average well-head pressure of 100 psi, with 1.2% water cut. To December 31, 2010, the well 
produced in excess of 100,000 bbls of oil (CYGAM share being14,000 bbls) since being placed on production on 
March 22, 2009.  

In December 2010, CYGAM announced that the second exploratory well (TT3) at Sud Remada had been cased to 
total depth (1,555 metres) and suspended awaiting completion in early 2011. The well was drilled on the 67 km2 
TT structure with the primary targets being the Ordovician Jeffara and Bir Ben Tartar reservoirs that were 
originally encountered and proven productive in the TT2 discovery well located approximately 2.8 km to the 
northeast. Several cores were cut in the Ordovician Bir Ben Tartar Formation as well as in the Silurian Tannezuft 
“hot shales” which will be assessed for their unconventional reservoir qualities. An extensive logging and 
wireline testing program using a modular dynamic tester (MDT) tool was undertaken over both the Ordovician 
and Silurian Formations. Completion operations, planned for mid to late first quarter 2011, would include a 
fracture stimulation of the Bir Ben Tartar Formation and would require the mobilisation of a specialized crew.   

Drilling of the TT3 well fulfilled all the exploration requirements on the permit. Data from this well will be 
included in the Plan of Development for a TT Production Concession to be submitted to the Tunisian authorities 
in early 2011. 
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Bazma Permit 

In January 2010, CYGAM completed the acquisition of approximately 300 km of new 2D detailed seismic data 
across previously recognized deep Ordovician and Triassic structures on the Bazma Permit in Tunisia. Processing 
of this new seismic data and reprocessing of a very large quantity of older seismic data commenced in early 
March and was completed in September 2010. The U.S. Company announced in late October that, due to other 
commitments, it would not exercise its option to drill an Ordovician well on the Bazma Permit. CYGAM was 
given full ownership of all the seismic programs paid for by the U.S. Company and commenced its own 
interpretation of the data in the latter part of the year. 

Italy 

C.R268.VG Permit 

On March 5, 2010, CYGAM announced that Petroceltic had officially assumed operatorship of the B.R268.RG 
Permit located in the Adriatic Sea, offshore Italy, and that it planned to appraise the 15 km2 Elsa structure. 
Petroceltic was planning to commence drilling operations in September 2010, subject to receiving all necessary 
regulatory approvals.  

In August 2010, Legislative Decree (“DL128”) was passed into law, amending the Italian Environmental Code by 
prohibiting within five miles of the coastline and within twelve miles of the perimeter of protected marine parks 
activities related to the exploration, research or production of liquid hydrocarbons and gases. The proposed Elsa 2 
well location was within the newly prohibited area as it is approximately 3.8 miles from the coastline. Petroceltic 
applied for permission to suspend its timing obligations under the permit in order to extend the well spud date 
deadline until interpretation issues regarding DL128 are resolved. Several companies were working through 
Assominerara (the Italian Association of Oil and Gas Companies) to clarify and, if necessary, amend DL128. 
Later in 2010, CYGAM requested clarification from the Italian authorities regarding the interpretation and 
validity of the Decree in relation to the Elsa project and submitted an application to the Ministry of Economic 
Development to “freeze” the permit and therefore extend its drilling deadline. 

C.R148.VG Permit 

CYGAM’s C.R148.VG Permit, offshore Sicily, was also impacted by DL128 as a portion of the permit is within a 
twelve-mile perimeter of an environmentally protected area. The Company made an application on November 15, 
2010, calling for the extension of the C.R148.VG Permit from August 26, 2010 until August 26, 2011. 

Corporate 

In March 2010, CYGAM closed a short-form prospectus offering which resulted in the issuance of 12,086,733 
units of the Corporation (“Units”) at a price of $0.60 per unit, for gross proceeds of $7.25 million. Each Unit was 
comprised of one common share of the Corporation and one-half of one common share purchase warrant, with 
each whole warrant entitling the holder to purchase one common share for $0.80 per share until September 30, 
2011.  

Recent Developments  

Tunisia 

Sud Remada Permit 
 
The Sud Remada Permit is located onshore Tunisia and encompasses an area of 1,173,215 acres (4,748 km2). 
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In January 2011, the operator of the Sud Remada Permit, Storm Tunisia submitted a Plan of Development for the 
TT structure to the Tunisian authorities and became actively engaged with ETAP to obtain the granting of a 
Production Concession by the Direction Générale de l’Energie (“DGE”). Approval for the 352 km2 Production 
Concession around the TT structure was received in April 2011. 
 
Drilling of the TT4 appraisal well on the Sud Remada Permit commenced in January 2011 and was completed by 
mid February. Production casing was set to total depth of 1,745 metres. The TT4 well, located approximately 6 
km south-east of the TT2 discovery well and approximately 7.6 km south-east of the recently cased TT3 well, 
evaluated the main Bin Ben Tartar Ordovician Formation, the Triassic Tagi, the Silurian Acacus and Tannezuft 
Formations, the Ordovician Jaffara and a new deeper prospective target in the Cambrian which was not reached 
by the TT2 or the TT3 wells. An extensive logging and wireline testing program undertaken over the Ordovician 
section confirmed that two zones interpreted as hydrocarbon-bearing in the TT2 discovery well extend over a 
significant portion of the large TT structure. Drilling at the TT4 location commenced shortly after civil 
disobedience of increasing intensity around the middle of January led to the resignation of the President of 
Tunisia in favour of an interim government that intends to lead the country until elections can be held later this 
year. Drilling of the TT4 well and production operations at the TT2 location did not incur any interruption during 
this period. The security situation improved quickly to “near normal” with an end to an overnight curfew and with 
schools and businesses being open, including CYGAM’s Tunis office. Minor localized demonstrations caused 
only short term disruptions. The interim government of Tunisia stated its intent to honour all lawful contracts in 
place prior to the change in government and was largely successful, with the support of the major labour groups, 
in having people return to work to help re-start the economy. 
 
In April, upon arrival of equipment and specialized crews, multiple fracture stimulations commenced in the TT4, 
TT3 and TT2 wells with the main targets being the Bir Ben Tartar and Jeffara Ordovician Formations. Fracture 
stimulation of the Silurian Tannezuft Formation (an unconventional shale reservoir) was also planned. A program 
to drill five additional development wells was also finalized. In addition to the 67 km2 TT structure, six other 
structures, including the 74 km2 El Bell anomaly located approximately 17 km north-east of the TT2 discovery 
well, and several leads were identified on the 1.2 million acre Sud Remada block. CYGAM will participate for its 
14% direct working interest in all the appraisal, development and exploratory operations on the Sud Remada 
Permit. 
 
In May 2011, CYGAM announced the following completion results on three Sud Remada wells: 
 
TT2 well:  The producing Upper Bir Ben Tartar zone, which has produced over 110,000 bbls to date from the 
discovery well under natural flow, was re-completed in a single stimulation within the Lower Jeffara with a 
fracture stimulation (100,000 lbs). After a 228-hour flow period, during which a water volume close to 90% of the 
load water used was recovered, the final 24-hour rate was 266 bbls of fluid per day with a 19% water cut. The gas 
rate averaged 273 Mcf/d for a total hydrocarbon production of 265 boe/d. 
 
TT3 well:  Four separate fracture stimulations were successfully performed on the Lower Bir Ben Tartar (60,000 
lbs), Lower Jeffara (108,000 lbs), Upper Jeffara (68,000 lbs) and the Tannezuft shale (114,000 lbs). The Lower 
Bir Ben Tartar was completed below the pool oil water contact and confirmed wet. After a 70-hour flow period, 
during which a water volume equal to approximately 25% of the load water used was recovered, the final 10-hour 
rate was 1,452 bbls of fluid per day with a 41% water cut. 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 lbs) was performed on perforations in the Upper Bir Ben Tartar 
and Lower Jeffara intervals combined. The Upper Jeffara is not developed at this location. After a 191-hour flow 
period, during which a water volume equal to approximately 75% of the load water used was recovered, the final 
24-hour rate was 95 bbls of fluid per day with a 40% water cut. The gas rate averaged 1,373 Mcf/d for total 
hydrocarbon production of 285 boe/d. 
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Bazma Permit 
 
The Bazma Permit, located onshore south-central Tunisia, is the western extension of the Jorf permit and 
encompasses an area of 1,616 km2 (399,308 acres). 
 
In February, CYGAM announced that it received the approval from Tunisian authorities to extend the Bazma 
Permit for one year (to July 27, 2012) and that one deep Ordovician well would be drilled on that permit in late 
2011. 
 
Sud Tozeur Permit 
 
The Sud Tozeur Permit, located near the Algerian border and adjacent to the Sabria and El Franig fields, covers 
an area of 4,380 km2 (1,082,283 acres) and carries a drilling commitment over a period of four years. 
 
CYGAM initially held a 100% working interest in the permit and is currently discussing joint venture agreements 
with other companies to participate in the exploration on a promoted basis. CYGAM received a two-year 
extension (to May 12, 2013) by committing to acquire a 200 km2 3D seismic survey in Q3, 2011, and by 
committing to drill a 4,500 metre Ordovician exploratory test on the permit. The 3D seismic survey will be 
conducted immediately north of the El Franig producing field where one Ordovician well increased its 
productivity to over 5,000 boe/d after successful artificial fracturing operations. It is expected that the 3D seismic 
survey will enhance the interpretation of a 27 km2 structure already identified by CYGAM north-east of the El 
Franig field on the basis of proprietary 2D seismic data. The Company has received bids for the acquisition of 
seismic to fulfill work commitments transferred from the relinquished Jorf Permit. 
 
Italy 

As of April 19, 2011, Assominerara had petitioned the European Union to persuade the Italian Government to 
annul the bans enacted by DL128. 
 
C.R148.VG Permit 

CYGAM’s C.R148.VG Permit, offshore Sicily, is also impacted by DL128 as a portion of the permit is within a 
twelve-mile perimeter of an environmentally protected area. The Company made an application on November 15, 
2010, calling for the extension of the C.R148.VG Permit from August 26, 2010 until August 26, 2011. The 
expiration of the permit was extended to November 27, 2013 by way of a Decree issued in February 2011. 
 
Colle della Guardia Application 

In May 2011, the Company received preliminary approval for an exploration permit called Colle della Guardia. 
This 81.18 km2 (20,060 acres) permit is located south-east of the Civitaquana Permit, in the Molise region, 
adjacent to the coastline. Final award for this 50% working interest permit is expected in late 2011 after 
ministerial and provincial review of all the necessary environmental reports. Commitments on the permit include 
re-processing and interpretation of 50 km of existing seismic data which may be followed by an election to drill a 
1,500 metre exploratory well. Gas transmission infrastructure is in place in close proximity to the permit. 
 
Activities in Canada 
 
Production in Canada was similar to that in the previous quarter, at 31.9 barrels of oil equivalent per day. In 
March 2011, the board of directors decided that these properties were no longer strategic assets of the Company 
and made the decision to actively commence a sale process of the properties. Active marketing of the properties 
did not commence until the second quarter of 2011. 
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Corporate 

In April and May 2011 the Company announced a restructuring of the board and management of the Company. 
 
Mr. Gary Hyde was appointed Chief Executive Officer and Chief Operating Officer and was appointed to the 
Board of Directors. Mr. Brad Goldie was appointed President. Messrs. Hyde and Goldie will provide their 
experienced leadership and international expertise to manage and develop the Company's significant assets, and 
lead the Company as it works to build out its portfolio with a focus on new exploration and development 
opportunities in its core region. Mr. Alastair Robertson was appointed Chief Financial Officer, replacing Mr. Ali 
Rawji. 
 
Mr. Giuseppe Rigo, the previous Chief Executive Officer, and Mr. Dario Sodero, the previous President, resigned 
from their respective positions. Mr. Rigo will continue in his role of Executive Chairman of the Board of 
Directors, and Mr. Sodero will continue in his role as a director. Mrs. Neli da Silva Rigo, the widow of Dr. 
Fabrizio Rigo and the major shareholder of CYGAM, Mr. Derrick Armstrong and Mr. Drew Burgess resigned 
from the Board of Directors. The Board of Directors now consists of Giuseppe Rigo (Executive Chairman), Gary 
Hyde (Chief Executive Officer and Chief Operating Officer), Dario Sodero, Peter Haverson and Alec Silenzi, who 
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”), independent petroleum engineers of Calgary, Alberta, 
prepared independent engineering evaluations as at December 31, 2010, evaluating the proved and proved plus 
probable plus possible crude oil, natural gas and natural gas products reserves attributable to CYGAM’s Canadian 
and Tunisian properties and the net present values of future net revenue for these reserves using forecast prices 
and costs as of the effective date December 31, 2010 (the “Reserve Report”). The Reserve Report was prepared 
and is presented in accordance with the requirements of NI 51-101. 

All of the Corporation’s oil and gas reserves as at December 31, 2010 are attributable to properties located in 
Alberta, Canada and Tunisia. For information concerning resources attributable to properties located in Italy, see 
“Summary of Contingent Resources – B.R268.RG Italy.”  

The net present value of future net revenue attributable to reserves is stated without provision for interest and 
general and administrative costs, but after providing for estimated royalties, production costs, development costs, 
other income, future capital expenditures and well abandonment costs for only those wells assigned reserves by 
D&M. It should not be assumed that the undiscounted or discounted net present value of future net revenue 
attributable to reserves estimated by D&M represents the fair market value of those reserves. Other assumptions 
and qualifications relating to costs, prices for future production and other matters are summarized herein. The 
recovery and reserve estimates of oil, NGL and natural gas reserves provided herein are estimates only. Actual 
reserves may be greater than or less than the estimates provided herein. 

Possible reserves are those additional reserves that are less certain to be recovered than probable reserves. There is 
a 10% probability that the quantities actually recovered will equal or exceed the sum of proved plus probable plus 
possible reserves. 

The Reserve Report is based upon certain factual data supplied by the Corporation and D&M’s opinion of 
reasonable practice in the industry. The extent and character of ownership and all factual data pertaining to the 
Corporation’s petroleum properties and contracts (except for certain information residing in the public domain) 
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were supplied by CYGAM to D&M and accepted without any further investigation. D&M accepted this data as 
presented and neither title searches nor field inspections were conducted. 

The following tables, based on the Reserve Report, are a summary of the oil, natural gas and NGL reserves 
attributable to the Canadian and Tunisian properties of CYGAM and the net present value of estimated future net 
revenue attributable to such reserves as estimated in the Reserve Report based on forecast price and cost 
assumptions. Throughout the following summary tables differences may arise due to rounding. 

In accordance with the requirements of NI 51-101, attached hereto are the following appendices: 

Appendix A: Report on Reserves Data by Independent Qualified Reserves 
Evaluator (D&M) in Form 51-101F2 containing certain information 
estimated using forecast prices and costs based on December 31, 
2010 pricing assumptions 

Appendix B: Report of Management and Directors on Oil and Gas Disclosure in 
Form 51-101F3 

 

Definitions used for reserve categories in the Reserve Report are attached as Appendix C hereto. 
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Gross (2) Net (3) Gross (2) Net (3) Gross (2) Net (3) Gross (2) Net (3)
(Mbbls) (Mbbls) (Mbbls) (Mbbls) (MMcf) (MMcf) (Mbbls) (Mbb ls)

TOTAL CANADIAN PROPERTIES

Developed Producing 15               13               -            -            205            202            6                 5                 
Developed Non-Producing 1                 1                 -            -            1                1                -              -              
Undeveloped -             -              -            -            193            168            2                 1                 

16               14               -            -            399            371            8                 6                 
7                 6                 -            -            69              67              2                 1                 

23               20               -            -            468            438            10               7                 

TOTAL TUNISIAN PROPERTIES

Developed Producing 10               10               -            -            -             -             -              -              
Developed Non-Producing 83               81               -            -            -             -             -              -              
Undeveloped 53               52               -            -            -             -             -              -              

146             143             -            -            -             -             -              -              
1,513          1,432          -            -            904            855            -              -              
1,659          1,575          -            -            904            855            -              -              
1,471          1,369          -            -            1,015         941            -              -              
3,130          2,944          -            -            1,919         1,796         -              -              

TOTAL COMPANY

Developed Producing 25               23               -            -            205            202            6                 5                 
Developed Non-Producing 84               82               -            -            1                1                -              -              
Undeveloped 53               52               -            -            193            168            2                 1                 

162             157             -            -            399            371            8                 6                 
1,520          1,438          -            -            973            922            2                 1                 
1,682          1,595          -            -            1,372         1,293         10               7                 
1,471          1,369          -            -            1,015         941            -              -              
3,153          2,964          -            -            2,387         2,234         10               7                 

Notes:

Probable
TOTAL PROVED + PROBABLE

PROVED

TOTAL PROVED
Probable

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

RESERVES CATEGORY

PROVED

TOTAL PROVED
Probable
TOTAL PROVED + PROBABLE

3.) "Net Reserves" are Company's working interest reserves after deductions of royalty obligations plus the Company's royalty interests.

TOTAL PROVED + PROBABLE
Possible
TOTAL PROVED + PROB + POSS

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

Possible
TOTAL PROVED + PROB + POSS

PROVED

TOTAL PROVED

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

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

Light & Medium Oil Heavy Oil Natural Gas (1) Natural G as Liquids
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              of Cygam's estimated future net revenue based on forecast price and cost assumptions as of December 31, 2009.       of Cygam's estimated future net revenue based on forecast price and cost assumptions as of December 31, 2010.

Unit Value
BFIT Disc.

0 5 10 15 20 0 5 10 15 20 @ 10%/Yr
(M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) ($/BOE)

CANADIAN PROPERTIES

Developed Producing 1,628           1,307           1,073           898              765              1,628           1,307           1,073           898              765              20.82           
Developed Non-Producing 60                40                27                20                16                55                37                25                19                15                23.08           
Undeveloped 778              401              221              123              64                606              314              174              95                47                7.55             

2,466           1,748           1,321           1,041           845              2,289           1,658           1,272           1,012           827              16.11           
600              336              202              130              88                450              255              155              102              71                11.03           

3,066           2,084           1,523           1,171           933              2,739           1,913           1,427           1,114           898              15.19           

TUNISIAN PROPERTIES

Developed Producing 412              388              366              346              328              182              168              156              145              135              36.10           
Developed Non-Producing 5,020           4,308           3,743           3,288           2,918           2,473           2,101           1,813           1,586           1,404           46.17           
Undeveloped 2,733           2,188           1,759           1,416           1,139           863              650              478              339              226              33.93           

8,165           6,884           5,868           5,050           4,385           3,518           2,919           2,447           2,070           1,765           41.02           
104,155       59,111         36,781         24,210         16,403         17,004         11,114         6,910           3,848           1,582           23.36           
112,320       65,995         42,649         29,260         20,788         20,522         14,033         9,357           5,918           3,347           24.83           
117,606       67,628         40,940         26,003         16,973         20,834         12,548         7,442           4,225           2,166           26.83           
229,926       133,263       83,589         55,263         37,761         41,356         26,581         16,799         10,143         5,513           25.77           

TOTAL COMPANY

Developed Producing 2,040           1,695           1,439           1,244           1,093           1,810           1,475           1,229           1,043           900              56.92           
Developed Non-Producing 5,080           4,348           3,770           3,308           2,934           2,528           2,138           1,838           1,605           1,419           69.25           
Undeveloped 3,511           2,589           1,980           1,539           1,203           1,469           964              652              434              273              24.41           

10,631         8,632           7,189           6,091           5,230           5,807           4,577           3,719           3,082           2,592           31.95           
104,755       59,447         36,983         24,340         16,491         17,454         11,369         7,065           3,950           1,653           34.39           
115,386       68,079         44,172         30,431         21,721         23,261         15,946         10,784         7,032           4,245           24.30           
117,606       67,268         40,940         26,003         16,973         20,834         12,548         7,442           4,225           2,166           26.83           
232,992       135,347       85,112         56,434         38,694         44,095         28,494         18,226         11,257         6,411           24.45           

Notes: 
 

Net Present Value (NPV) of Future Net Revenue (FNR)

NPV of FNR includes all resource income:  Sale of oil, gas, by-product reserves; Processing of third party reserves; Other income.

TOTAL PROVED

TOTAL PROVED + PROB + POSS

PROVED

TOTAL PROVED + PROBABLE

Before Income Taxes - Discounted at (%/yr)

TOTAL PROVED + PROBABLE

TOTAL PROVED
Probable

After Income Taxes - Discounted at (%/yr)

PROVED

TOTAL PROVED
Probable

Reference Item Forecast Prices

                                                            This table summarizes the undiscounted value and the present value, discounted at 5, 10, 15 and 20%,

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

RESERVES CATEGORY

The unit values are based on net reserve volumes before income tax (BFIT).

Income Taxes includes all resource income, appropriate income tax calculations and prior tax pools.

PROVED

Possible

SUMMARY OF NET PRESENT VALUE OF FUTURE NET REVENUE
AS OF December 31, 2010 (Forecast Prices & Costs)

Probable
TOTAL PROVED + PROBABLE
Possible
TOTAL PROVED + PROB + POSS



 

 12

(M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

CANADIAN PROPERTIES

3,070             375                992                -                      76                  1,628             -                 1,628             

3,197             392                1,036             1                         80                  1,688             5                    1,683             

4,738             600                1,440             143                     89                  2,466             177                2,289             

6,245             775                2,159             144                     102                3,066             327                2,739             

TUNISIAN PROPERTIES

1,008             20                  569                -                      8                    412                230                182                

9,417             188                3,679             100                     17                  5,432             2,777             2,655             

14,782           296                5,451             843                     26                  8,165             4,647             3,518             

204,043         10,170           62,583           18,648                322                112,320         91,798           20,522           

386,713         22,914           101,489         31,835                549                229,926         188,570         41,356           

TOTAL COMPANY

4,078             395                1,561             -                      84                  2,040             230                1,810             

12,614           580                4,715             101                     97                  7,120             2,782             4,338             

19,520           896                6,891             986                     115                10,631           4,824             5,807             

210,288         10,945           64,742           18,792                424                115,386         92,125           23,261           

392,958         23,689           103,648         31,979                651                232,992         188,897         44,095           
Notes: 

(1)

(2)

TOTAL PROVED + PROB + POSS

Including the revenue for MISC interest on Signalta in connection with Canadian and Total Company Reserves.

TOTAL PROVED + PROBABLE

TOTAL PROVED + PROBABLE

TOTAL PROVED + PROB + POSS

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

Income Taxes

AT Future 
Net Revenue 

(2)
Well Aband. 

Costs

BT Future 
Net Revenue 

(1)

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

Revenue (1) Royalties
Operating 

Cost
Development 

Costs

PROVED DEVELOPED

TOTAL PROVED

PROVED DEVELOPED PRODUCING

RESERVES CATEGORY

PROVED DEVELOPED PRODUCING

Reference Item Forecast Prices

PROVED DEVELOPED PRODUCING

PROVED DEVELOPED

TOTAL PROVED

TOTAL PROVED + PROBABLE

TOTAL PROVED

BT = Before Taxes and AT = After Taxes.

PROVED DEVELOPED
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NET PRESENT VALUE OF FUTURE NET REVENUE BY PRODUCTI ON GROUP
AS OF DECEMBER 31, 2010 (FORECAST PRICE & COSTS)

(M$) ($/BOE)

CANADIAN PROPERTIES

Light & Medium Crude Oil (including solution gas) 409                                    26.13                                
Heavy Oil -                                     -                                    
Natural gas (including by-products but excluding solution gas from oil wells) 912                                    13.76                                

Light & Medium Crude Oil (including solution gas) 477                                    21.65                                
Heavy Oil -                                     -                                    
Natural gas (including by-products but excluding solution gas from oil wells) 1,046                                 13.37                                

TUNISIAN PROPERTIES

Light & Medium Crude Oil (including solution gas) 5,868                                 41.02                                
Heavy Oil -                                     -                                    
Natural gas (including by-products but excluding solution gas from oil wells) -                                     -                                    

Light & Medium Crude Oil (including solution gas) 41,436                               24.12                                
Heavy Oil -                                     -                                    
Natural gas (including by-products but excluding solution gas from oil wells) -                                     -                                    

TOTAL COMPANY

Light & Medium Crude Oil (including solution gas) 6,277                                 39.55                                
Heavy Oil -                                     -                                    
Natural gas (including by-products but excluding solution gas from oil wells) 912                                    13.76                                

Light & Medium Crude Oil (including solution gas) 41,913                               24.09                                
Heavy Oil -                                     -                                    
Natural gas (including by-products but excluding solution gas from oil wells) 1,046                                 13.37                                

Notes: 
(1)

PROVED

UNIT VALUE

PROVED + PROBABLE

PROVED

PROVED + PROBABLE

PROVED

BFIT Future Net Revenue 
Discounted (10%/Yr)(1)

RESERVES CATEGORY

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

PROVED + PROBABLE

The unit values are based on net reserve volumes before income tax (BFIT).

Reference Item Forecast Prices
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PRICING ASSUMPTIONS 

Forecast Prices and Costs – December 31, 2010  
D&M employed the following pricing, exchange rate and inflation rate assumptions as of December 31, 2010 in 
estimating CYGAM’s reserves data using forecast prices and costs.  
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TABLE B-2 
Degolyer and MacNaughton Canada Limited Price Forecast – Brent 

Effective Date:  December 31, 2010 
 
 

YEAR WTI@CUSHING  
$/BBL 

Brent/Blen 
$/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 of CYGAM’s total gross (before royalty) proved, probable and 
proved plus probable reserves as at December 31, 2010 against such reserves as at December 31, 2009 based on 
forecast price and cost assumptions. 

FACTORS 

LIGHT AND MEDIUM OIL 
ASSOCIATED AND NON-

ASSOCIATED GAS NATURAL GAS LIQUIDS 

Gross 
Proved 
(MSTB) 

Gross 
Probable 
(MSTB) 

Gross 
Proved Plus 

Probable 
(MSTB) 

Gross 
Proved 

(MMSCF) 

Gross 
Probable 
(MMSCF) 

Gross 
Proved 

Plus 
Probable 
(MMSCF) 

Gross 
Proved 
(MSTB) 

Gross 
Probable 
(MSTB) 

Gross 
Proved 

Plus 
Probable 
(MSTB) 

          
December 31, 2009 124.0 914.0 1,038.0 418 512 930 9.3 2.5 11.8 
          
Technical Revisions 46.2 605.9 652.1 34 461 495 - (.8) (.8) 
Discoveries 
(Tunisia) 

- - - - - -    

Economic Factor    (36)  (36) (1.3)  (1.3) 
Production (neg.) (7.8) - (7.8) (17) - (17) (0.2) - (0.2) 

December 31, 2010 162.4 1519.9 1682.3 399 973 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 gross proved undeveloped reserves that were first attributed in each 
of CYGAM’s three most recent financial years and, prior thereto, in the aggregate: 

Year 

LIGHT AND MEDIUM OIL NATURAL GAS (2) NATURAL GAS LIQUIDS 

First 
Attributed 

(Mbbl) 

Cumulative 
at Year 
End(1) 

(Mbbl) 

First 
Attributed 

(MMcf) 

Cumulative 
at Year 
End(1) 

(MMcf) 

First 
Attributed 

(Mbbl) 

Cumulative 
at Year 
End(1) 

(Mbbl) 
Aggregate prior to 
2008 - - - 251 - - 

2008 - - - 211 - - 
2009 60 60 188 188 2 2 
2010 - 53 - 193 - 2 

Notes: 
(1) Cumulative at year end is cumulative of previous year plus first attributed, less developed during the year. 
(2) Natural gas volumes include solution gas, associated and non-associated gas. 

Proved undeveloped reserves are generally those reserves related to wells that have been tested and not yet tied-in, 
wells drilled near the end of the fiscal year or wells further away from gathering systems. In addition, such 
reserves may relate to planned infill drilling locations. All assigned proved undeveloped reserves are planned to 
be on stream within a two-year timeframe.  
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Undeveloped Reserves - Probable Undeveloped Reserves 

The following table sets forth the volumes of probable undeveloped reserves that were first attributed in each of 
CYGAM’s three most recent financial years and, prior thereto, in the aggregate: 

Year 

LIGHT AND MEDIUM OIL NATURAL GAS (2) NATURAL GAS LIQUIDS 

First 
Attributed 

(Mbbl) 

Cumulative 
at Year 
End(1) 

(Mbbl) 

First 
Attributed 

(MMcf) 

Cumulative 
at Year 
End(1) 

(MMcf) 

First 
Attributed 

(Mbbl) 

Cumulative 
at Year 
End(1) 

(Mbbl) 
Aggregate prior to 
2008 

- 5 - 277 - - 

2008 - 5 - 216 - - 
2009 909 909 457 457 - - 
2010 - 1,042 - 510 - - 

Notes: 
(1) Cumulative at year end is cumulative of previous year plus first attributed, less developed during the year. 
(2) Natural gas volumes include solution gas, associated and non-associated gas. 

Probable undeveloped reserves are generally those reserves tested or indicated by analogy to be productive, infill 
drilling locations and lands contiguous to production. All assigned probable undeveloped reserves are planned to 
be on stream within a two-year timeframe. 

Significant Factors or Uncertainties Affecting Reserves Data 

The process of estimating reserves is complex. It requires significant judgments and decisions based on available 
geological, geophysical, engineering and economic data. These estimates may change substantially as additional 
data from ongoing development activities and production performance become available and as economic 
conditions impacting oil and gas prices and costs change. The reserve estimates contained herein are based on 
current production forecasts, commodity prices and economic conditions. CYGAM’s reserves are evaluated by 
D&M, an independent engineering firm. 

As circumstances change and additional data become available, reserve estimates also change. Estimates made are 
reviewed and revised, either upward to downward, as warranted by the new information. Revisions are often 
required due to changes in well performance, commodity prices, economic conditions and governmental 
restrictions. Although every reasonable effort is made to ensure that reserve estimates are accurate, reserve 
estimation is an inferential science. As a result, the subjective decisions, new geological or production 
information and a changing environment may impact these estimates. Revisions to reserve estimates can arise 
from changes in year-end oil and gas prices and reservoir performance. Such revisions can be either positive or 
negative.   
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This table outlines development costs deducted in the estimation of future net revenue attibutable to proved reserves 
        and proved plus probable reserves, in each instance using forecast price and costs.

CANADIAN PROPERTIES

2011 143                                           144                                          

2012 -                                           -                                           

2013 -                                           -                                           

2014 -                                           -                                           

2015 -                                           -                                           

REMAINING -                                           -                                           

TOTAL 143                                           144                                          

Undiscounted 143                                           144                                          

Discounted @ 10%/Yr 136                                           137                                          

TUNISIAN PROPERTIES

2011 843                                           7,529                                       

2012 -                                           8,335                                       

2013 -                                           -                                           

2014 -                                           -                                           

2015 -                                           2,783                                       

REMAINING -                                           1                                              

TOTAL 843                                           18,648                                     

Undiscounted 843                                           18,648                                     

Discounted @ 10%/Yr 802                                           16,120                                     

TOTAL COMPANY

2011 986                                           7,673                                       
2012 -                                           8,335                                       
2013 -                                           -                                           
2014 -                                           -                                           
2015 -                                           2,783                                       
REMAINING -                                           1                                              
TOTAL 986                                           18,792                                     

Undiscounted 986                                           18,792                                     
Discounted @ 10%/Yr 938                                           16,257                                     

(1)

FUTURE DEVELOPMENT COSTS (1)

For Proved + Probable 
Reserves (M$)

YEAR

Future Development Costs shown are associated with booked reserves in the Reserves Report and do not necessarily represent the Company's full exploration and development 
budget.

Forecast Prices & Costs

For Proved Reserves (M$)

YEAR

YEAR
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CYGAM will require additional capital to fund the future, near-term development costs disclosed above. 
CYGAM’s management will continue to consider various means of obtaining additional capital, within the 
context of existing market conditions (equity financings, debt, sale of assets, joint venture agreements or other) to 
further the exploration and development of the Company’s properties and to provide sufficient working capital. 
However, the ability of the Company to raise funds is dependent on capital market conditions and there can be 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 gas properties, all of which are located in Alberta and represent the 
Canadian properties to which reserves have been attributed.  

South Edson Gas Unit No. 1 

CYGAM has an 8.9688% working interest in the South Edson Gas Unit No. 1 located west of Edmonton. The 
Unit covers 45,120 gross acres of land and produces gas from the Elkton-Shunda formations.  

Harmattan East Unit No. 1 

CYGAM holds a 1.014525% working interest in oil production and a 0.13331% working interest in natural gas 
production from the Harmattan East No. 1 Petroleum Unit and a 0.13331% working interest in the natural gas 
production from the Harmattan East No. 1 Natural Gas Unit. The Unit is located north-west of the City of Calgary 
and covers 37,280 gross acres of land. Oil and gas production is derived from the Rundle formation. 

Additional Properties 

CYGAM holds minor working interests in three other oil units, namely Cynthia Cardium Unit No. 4, Snipe Lake 
Beaverhill Lake Unit No. 1 and Wainwright Unit No. 6. The Corporation’s working interest in these three units 
ranges from 0.076% (Snipe Lake and Wainwright) to 0.32% (Cynthia). 

Oil and Gas Properties - Italy 

CYGAM has interests in the following oil and gas properties, located in Italy. No reserves have been attributed to 
these properties. A report has been prepared by D&M which attributes resources to the B.R268.RG Permit. See 
“Summary of Contingent Resources – B.R268.RG Italy.” 

B.R268.RG Permit 

This permit is located offshore in the central Adriatic Sea and covers an area of 126.68 km2 (31,302 acres). The 
permit was officially awarded on March 24, 2005, and is in good standing. The town of Ortona offers the nearest 
port facility to the permit. The Elsa prospect is in close proximity to the northern margin of the Apulian Platform. 
Water depth at the proposed location is approximately 33 metres. 

CYGAM currently has a 60% working interest, inclusive of a 20% free carried interest, in the first well drilled on 
the block and the Corporation has agreed to transfer a 30% working interest in the permit pursuant to the 
B.R268.RG Farmout Agreement. See “General Development of the Business – Three Year History - 2010”.  
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C.R148.VG Permit 

The C.R148.VG permit is located in the Mediterranean Sea, offshore south-eastern Sicily, and encompasses an 
area of 336.98 km2 (83,267 acres). Water depth ranges from 20 to 130 metres. Official ministerial approval for 
exploration on the Aretusa permit was received on November 27, 2006, for an initial period of six years. CYGAM 
currently holds a 100% working interest in this permit. 

Civitaquana Permit 

The Civitaquana permit, located onshore central Italy, west of the B.R268.RG Permit block, covers an area of 
615.45 km2

 (152,076 acres) and received final ministerial approval on July 27, 2007 for an initial period of six 
years. CYGAM has a 60% working interest plus a 5% free carried interest in all exploration costs in the 
Civitaquana permit. A joint venture agreement has been signed with a London AIM-listed company which will 
pay 40% of seismic acquisition and well costs to earn a 35% working interest.  

Posta Nuova Permit 

CYGAM has a 100% working interest in the Posta Nuova permit located onshore, in the Puglia region of southern 
Italy. The parcel is 154.41 km2 in size (38,154 acres) and is criss-crossed by several gas transmission pipelines. 
The initial six-year term on the permit, validated through the drilling of the Posta Piana-1 well, continues to 
October 3, 2012, and can be extended until October 3, 2015 by electing to drill a second well. 

Montalbano Permit 

CYGAM has a 42.86% working interest in the Montalbano permit together with one other partner, Mediterranean 
Oil and Gas (newly appointed operator with 57.14% working interest). The permit is 165.04 km2

 in size (40,781 
acres) and is located in the Basilicata region of southern Italy. The block was officially awarded on September 8, 
2005, for a six-year initial term. Requirements to hold this permit consist of purchasing and reprocessing of 
approximately 80 km of existing seismic data, acquisition of an additional 40 km of seismic lines and election to 
drill a well to a total vertical depth of 1,600 metres. 

Masseria Montarozzo Application 

In July 2008, the Corporation received preliminary approval for an additional exploration permit called Masseria 
Montarozzo. This 155 km2 (38,300 acres) permit is located immediately east of the Posta Nuova permit. Final 
award for this 100% working interest permit is expected after ministerial and provincial review of all the 
necessary environmental reports. Commitments on the permit include re-processing and interpretation of 50 km of 
existing seismic data which may be followed by an election to drill a 1,400 metre exploratory well. Gas 
transmission infrastructure is in place in close proximity to the permit. 

Colle della Guardia Application 

In May 2011, the Corporation received preliminary approval for an exploration permit called Colle della Guardia. 
This 81.18 km2 (20,060 acres) permit is located south-east of the Civitaquana permit, in the Molise region, 
adjacent to the coastline. Final award for this 50% working interest permit is expected in late 2011 after 
ministerial and provincial review of all the necessary environmental reports. Commitments on the permit include 
re-processing and interpretation of 50 km of existing seismic data which may be followed by an election to drill a 
1,500 meter exploratory well. Gas transmission infrastructure is in place in close proximity to the permit. 
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Oil and Gas Properties - Tunisia 

CYGAM has interests in the following oil and gas properties, located in Tunisia. 

Jorf Permit 

The Jorf Permit covered an area of approximately 1,960 km2 (484,309 acres) and has been relinquished. The 
northern boundary of the exploration permit was within 35 km of the Gulf of Gabes. The Corporation and its 
partners transferred the work commitments associated with this block to the Sud Tuzeur Permit. 

Bazma Permit 

The Bazma Permit, located onshore south-central Tunisia, is the western extension of the Jorf Permit and 
encompasses an area of 1,616 km2 (399,308 acres). The permit was officially granted on July 28, 2006 for an 
initial four-year period. CYGAM initially had a 100% working interest in this permit and has now signed joint 
venture agreements with two other companies which will pay 33.7% of the cost to drill the first well to earn a 
21% working interest. The Corporation signed an agreement with a large U.S. independent oil and natural gas 
company which agreed to conduct a large amount of seismic work which was completed in January 2010, with 
processing completed in September 2010. The Corporation has received an extension to the term of the permit to 
July 2012. 

The drilling location currently proposed will be within approximately five km from existing production and a 
northbound pipeline carrying gas and condensate from the Baguel and Tarfa fields. This pipeline joins an 
eastbound pipeline carrying Ordovician gas and condensate from the El Franig and Sabria fields located 50 km 
west of the Bazma Permit and then connects to the major line carrying hydrocarbons from the El Borma field in 
southern Tunisia to the Gulf of Gabes. 

Sud Tozeur Permit 

The Sud Tozeur Permit was officially granted on May 13, 2007. The permit, located near the Algerian border and 
adjacent to the Sabria and El Franig fields, covers an area of 4,380 km2 (1,082,283 acres) and carries a drilling 
commitment over a period of four years. CYGAM initially held a 100% working interest in the permit and is 
currently discussing joint venture agreements with other companies to participate in the exploration on a 
promoted basis. The Corporation has received an extension to the term of the permit to May 2013 and has 
received bids for the acquisition of seismic to fulfill work commitments transferred from the Jorf Permit. 

Sud Remada Permit 

The Sud Remada Permit, operated by Storm, is located in southern Tunisia, near the Libyan border and 
encompasses an area of 4,748 km2

 (1,173,215 acres). CYGAM has earned a 14% working interest in the entire 
permit (or 164,250 net acres) and will participate in all future exploration activities at Sud Remada on an un-
promoted basis. The Bir Ben Tartar Production Concession has been awarded to Storm to facilitate production 
and maintain the lands associated with the current field discovery.  

Producing and Non-Producing wells 

As at December 31, 2010, the Corporation had an interest in 174 gross (1.75 net) producing and 408 gross (2.59 
net) non-producing (inclusive of suspended, abandoned and injectors) wells as follows. 
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Location 

PRODUCING NON-PRODUCING 
Oil Natural Gas Oil Natural Gas 

Gross(1) Net(2) Gross Net Gross Net Gross Net 
Alberta 85 0..30 88 1.31 252 1.15 155 1.30 
Tunisia 1 0.14 0 0 1 0.14 0 0 
Italy 0 0 0 0 0 0 0 0 
TOTAL 86 0.44 88 1.31 253 1.29 155 1.30 

Notes: 
(1) “Gross” wells means the number of wells in which CYGAM has a working interest or a royalty interest that may be convertible to a working 

interest. 
(2) “Net” wells means the aggregate number of wells obtained by multiplying each gross well by CYGAM’s percentage working interest therein. 
(3) All the producing oil and natural gas wells and all the non-producing wells in which CYGAM has an interest are operated by companies other 

than CYGAM. Except for the 2 Tunisian wells, all the other wells are located in six unitized fields or are part of a limited partnership operated by 
Signalta Resources Limited and are all located in Alberta. 

Properties With No Attributed Reserves 

The following table sets forth the gross and net acres of unproved properties held by the Corporation and the net 
area of unproved property for which the Corporation expects its rights to explore, develop and exploit to expire 
during the next year. Further particulars relating to properties with no attributed reserves located in Italy and 
Tunisia are set out above under the headings “Oil and Gas Properties – Italy” and “Oil and Gas Properties – 
Tunisia”. 

 
UNPROVED PROPERTIES - UNDEVELOPED LAND 

(acres) 
LOCATION Gross (1) Net(2) 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: 
(1) “Gross Acres” are the total acres in which CYGAM has or had an interest. 
(2) “Net Acres” is the aggregate of the total acres in which CYGAM has or had an interest multiplied by CYGAM’s working interest percentage held 

therein. 
 
Forward Contracts 

As at December 31, 2010, CYGAM did not have any outstanding forward contracts with respect to oil or gas 
commodities. 

Additional Information Concerning Abandonment and Reclamation Costs 

CYGAM estimates well abandonment costs on an area-by-area basis using amounts that are consistent with the 
actual experience and knowledge of its technical personnel and in Canada using average site restoration costs as 
determined by the Alberta Energy Resources Conservation Board.  

The total company expected abandonment and reclamation costs for the Proved Reserve category is $102,000 
undiscounted, none of which is estimated to occur in 2011 and 2012. The following table provides geographic 
breakdown of abandonment and reclamation costs. Expected future abandonment costs related to facilities are not 
applicable, as CYGAM does not own a material portion of facilities.  
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CANADIAN PROPERTIES
Total Proved Reserves (Yr)

2011 -                                                                                                                                  
2012 -                                                                                                                                  
2013 -                                                                                                                                  
2014 -                                                                                                                                  
2015 -                                                                                                                                  
Remaining 89                                                                                                                                   
Undiscounted Total 89                                                                                                                                   
Discounted @ 10% 16                                                                                                                                   

Proved + Probable Reserves (Yr)
2011 -                                                                                                                                  
2012 -                                                                                                                                  
2013 -                                                                                                                                  
2014 -                                                                                                                                  
2015 -                                                                                                                                  
Remaining 102                                                                                                                                 
Undiscounted Total 102                                                                                                                                 
Discounted @ 10% 10                                                                                                                                   

TUNISIAN PROPERTIES
Total Proved Reserves (Yr)

2011 -                                                                                                                                  
2012 -                                                                                                                                  
2013 -                                                                                                                                  
2014 -                                                                                                                                  
2015 -                                                                                                                                  
Remaining 26                                                                                                                                   
Undiscounted Total 26                                                                                                                                   
Discounted @ 10% 9                                                                                                                                     

Proved + Probable Reserves (Yr)
2010 -                                                                                                                                  
2011 -                                                                                                                                  
2012 -                                                                                                                                  
2013 -                                                                                                                                  
2014 -                                                                                                                                  
Remaining 322                                                                                                                                 
Undiscounted Total 322                                                                                                                                 
Discounted @ 10% 10                                                                                                                                   

TOTAL COMPANY
Total Proved Reserves (Yr)

2011 -                                                                                                                                  
2012 -                                                                                                                                  
2013 -                                                                                                                                  
2014 -                                                                                                                                  
2015 -                                                                                                                                  
Remaining 115                                                                                                                                 
Undiscounted Total 115                                                                                                                                 
Discounted @ 10% 25                                                                                                                                   

Proved + Probable Reserves (Yr)
2011 -                                                                                                                                  
2012 -                                                                                                                                  
2013 -                                                                                                                                  
2014 -                                                                                                                                  
2015 -                                                                                                                                  
Remaining 424                                                                                                                                 
Undiscounted Total 424                                                                                                                                 
Discounted @ 10% 20                                                                                                                                   

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

ABANDONMENT & RECLAMATION COSTS (Forecast Prices & Costs)

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

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

Total Abandonment and Reclamation Costs Including Well Abandonment and 
Disconnect Costs             (M$)
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Tax Horizon 

CYGAM estimates that based on current expenditure plans no income taxes will be payable on CYGAM’s 
income for the 2011 fiscal year. It is likely that the Corporation will not become taxable until it commences 
significant production. 

Costs Incurred 

The following table summarizes CYGAM’s property acquisition costs, exploration costs and development costs 
(before property dispositions) incurred during the year 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 - 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 exploration and development activities during the year ended 
December 31, 2010. 

 Canada Italy Tunisia 
Wells Gross Net Gross Net Gross Net 
Development       

Gas - - - - - - 
Exploratory       

Oil - - - - 1 0.14 
Total - - - - 1 0.14 
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Production Estimates 

Forecast Prices & Costs
Gross Daily Production (2)

CANADIAN PROPERTIES

5                                                            
-                                                         
88                                                          
4                                                            

22                                                          

TUNISIAN PROPERTIES

52                                                          
-                                                         
-                                                         
-                                                         
52                                                          

TOTAL COMPANY

57                                                          
-                                                         
88                                                          
4                                                            

74                                                          

(1) Barrels of Oil Equivalent (boe) have been reported based on natural gas conversion of 6 Mcf/1 bbl.

(2) Gross production is Company interest before all royalty deductions.

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

Natural Gas Liquids (bbls/d)
TOTAL (1) (boe/d)

TOTAL (1) (boe/d)

RESERVES CATEGORY

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

Light & Medium Oil (bbls/d)
Heavy Oil (bbls/d)
Associated and Non-Associated Gas (Mcf/d)

Natural Gas Liquids (bbls/d)
TOTAL (1) (boe/d)

Light & Medium Oil (bbls/d)
Heavy Oil (bbls/d)
Associated and Non-Associated Gas (Mcf/d)

 

The Sud Remada Permit in Tunisia is the only property with production in excess of 20% of the estimated 
combined production set forth in the immediately preceding table. The estimated average daily volume of 
production for the South Edson property is 64% and Harmattan East is 33% of the total Canadian production. 

Production History 

The following table summarizes CYGAM’s production before deduction of royalties and Tunisian production-
sharing amounts for the periods indicated. 
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Product 
Year 

(2010) 
Q4 (2010) Q3 (2010) Q2 (2010) Q1 (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 14,894 

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 47.56 55.04 

 

Netback History 

The following table sets forth information respecting prices received, royalties paid, production expenses and 
operating netbacks received by the Corporation in respect of the Corporation’s combined production of crude oil 
and natural gas on a per unit of volume basis. 

 
                             2010 2009 

 Canada Tunisia Total Canada Tunisia Total 

Gross revenue (note 1) $ 414,931  $ 485,607 $ 900,538 $ 384,077  $ 565,183 $ 949,260 
Royalties and production 
sharing amounts 

36,627 181,498 218,125 163,531 211,232 374,763 

Net revenue 378,304 304,109 682,413 220,546 353,951 574,497 
       
Operating costs 159,503 199,560 359,063 228,851 148,524 377,375 
DD&A 201,421 98,922 300,343 242,264 112,513 354,777 
       
Production (boe/d) 34.6 15.6 50.2 35.6 27.8 63.4 
       
Per BOE:       
Gross revenue $ 32.86 $ 85.28 $ 49.14 $ 29.55 $ 71.50 $ 48.61 
Operating costs $ 12.63 $ 35.05 $ 19.59 $ 17.61 $ 18.79 $ 18.14 
       
Average Netback after 
Royalties 

4.28 
 

$ 32.86 $ 13.16 ($0.62) 
 

$ 26.11 $ 8.53 

 
Note 1 – gross revenue for Tunisia is not an amount reported by the Operator but is calculated by the Company from the net  
revenue and the amount of total oil allocated for royalties and production sharing amounts as reported by the Operator. 
 
Note 2 – operating expenses include mineral and surface lease rentals, property taxes and expenses related to the operation and 
maintenance of wells, production facilities and gathering systems. 
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Production Volume by Field 

(bbl/d) (bbl/d) (Mcf/d) (bbl/d)
FIELD
Canada

Cynthia -                          -                          -                          -                          
Harmattan 4                             -                          8                             3                             
Snipe Lake -                          -                          -                          -                          
South Edson -                          -                          79                           1                             
Wainwright -                          -                          -                          -                          
Signalta -                          -                          -                          -                          
Tunisia
Sud Remada 52                           -                          -                          -                          

TOTAL 59                           -                          87                           4                             

(1)

(2)

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

SUMMARY OF COMPANY SHARE GROSS PRODUCTION ESTIMATES  (1) BY FIELD
TOTAL PROVED RESERVES FOR YEAR 2011 (Forecast Prices & Costs)

Natural Gas includes Associated and Non-Associated sales gas volumes.

Daily production is taken from the Reserves Report as of December 31, 2010

Light & Medium 
Oil

Heavy Oil Natural Gas (2) Natural Gas 
Liquids

 

 
SUMMARY OF CONTINGENT RESOURCES 

ITALY - B.R268.RG PERMIT   

D&M prepared a report entitled “Report as of July 31, 2009 on Contingent Resources attributable to Certain 
Accumulations for CYGAM Energy Inc. in Italy” (the “D&M Report”), evaluating the contingent petroleum 
resources of one accumulation located in B.R268.RG, Italy, in which CYGAM currently owns a 60% interest 
(prior to giving effect to transfers pursuant to the B.R268.RG Farmout Agreement) in the accumulations under the 
terms of the licenses issued. The contingent resources in this report are expressed as gross pool and gross 
working-interest contingent resources. The resource information was prepared and is presented in accordance with 
the requirements of NI 51-101, Section 5.9. The preparation date of the D&M Report is September 15, 2009.  

Contingent resources quantities should not be confused with those quantities that are associated with reserves due 
to the additional risks involved. The quantities that might actually be recovered should they be developed may 
differ significantly from the estimates presented therein.  

D&M's independent estimates of the gross pool contingent oil and gas recoverable resources quantities, as of July 
31, 2009, are summarized as follows, expressed in thousands of barrels (Mbbl) for oil and in billions of cubic feet 
(Bcf) for gas: 
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----------------------------------------------------------------------------------------------------------  
B.R268.RG   

Gross Contingent Recoverable Resources (1) 
----------------------------------------------------------------------- 

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% interest) contingent recoverable oil and gas resources 
quantities, as of July 31, 2009 and prior to the transfer of a 30% working interest in the B.R268.RG Permit 
pursuant to the B.R268.RG Farmout Agreement, are summarized as follows, expressed in thousands of barrels 
(Mbbl) for oil and in billions of cubic feet (Bcf) for 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 structure reported in another part of this Annual Information Form, 
D&M also provided a separate report for the contingent resources of crude oil and natural gas potentially 
recoverable from the balance of the TT structure. The entire TT structure is approximately 67 km2. 

D&M's independent estimates of the gross pool contingent oil and gas resources quantities, as of December 31, 
2009, expressed in thousands of barrels (Mbbl) for oil and in millions of cubic feet (MMcf) for gas, are 
summarized as follows: 

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

---------------------------------------------------------------------------------------------------------------- 
Low   Best   High 

Estimate  Estimate  Estimate 
(2)   (3)   (4) 

------------------------------------------------------------------------------------------------------------ 
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 
 
       



 

 29

Estimates of CYGAM’s gross working interest (14% interest) contingent oil and gas resources quantities, as of 
December 31, 2009, expressed in thousands of barrels (Mbbl) for oil and in millions of cubic feet (MMcf) for 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(2)                                          3,624                  6,846               13,532 
 
Notes: 

(1) Contingent Resources are those quantities of petroleum estimated, as of a given date, to be potentially recoverable from known accumulations 
using established technology or technology under development, but which are not currently considered to be commercially recoverable due to one 
or more contingencies. Contingencies may include factors such as economic, legal, environmental, political, and regulatory matters or a lack of 
markets. It is also appropriate to classify as contingent resources the estimated discovered recoverable quantities associated with a project in the 
early evaluation stage.  
 
The contingencies identified in this report are (1) the need to drill additional appraisal wells on the structure and (2) implementation of a full field 
development. The contingencies will be removed with the drilling of additional wells and implementation of the full development plan.  
 
Estimates of resources always involve uncertainty, and the degree of uncertainty can vary widely between accumulations/projects and over the 
life of a project. Consequently, estimates of resources should generally be quoted as a range according to the level of confidence associated with 
the estimates. The range of uncertainty of estimated recoverable volumes may be represented by either deterministic scenarios or by a probability 
distribution. Resources should be provided as low, best, and high estimates as follows: 

 
Low Estimate: This is considered to be a conservative estimate of the quantity that will actually be recovered. It is likely that the actual 
remaining quantities recovered will exceed the low estimate. If probabilistic methods are used, there should be at least a 90% 
probability (P90) that the quantities actually recovered will equal or exceed the low estimate.  

 
Best (Median) Estimate: This is considered to be the best estimate of the quantity that will actually be recovered. It is equally likely 
that the actual remaining quantities recovered will greater or less than the best estimate. If probabilistic methods are used, there should 
be at least a 50% probability (P50) that the quantities actually recovered will equal or exceed the best estimate.  
 
High Estimate: This is considered to be an optimistic estimate of the quantity that will actually be recovered. It is unlikely that the 
actual remaining quantities recovered will exceed the high estimate. If probabilistic methods are used, there should be at least a 10% 
probability (P10) that the quantities actually recovered will equal or exceed the high estimate.  

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

 
For deterministic estimates of petroleum resources, a range of values is selected for each parameter in the 
volumetric calculation. This range encompasses a conservative value, or Low case, a Best case value, and a High 
case value, which represents an upside case for the accumulation. The selection of these values is based on data 
available in the basin and within the prospective assessment area. The values may be supported by statistical 
distributions or may be the best judgement of the evaluator. The reader is cautioned that there is no certainty that 
it will be commercially viable to produce any portion of the resources. 

INDUSTRY CONDITIONS  

The oil and natural gas industry is subject to extensive controls and regulations governing its operations 
(including land tenure, exploration, development, production, refining, transportation and marketing) imposed by 
legislation enacted by various levels of government and with respect to pricing and taxation of oil and natural gas 
by agreements among the various levels of governments, all of which should be carefully considered by investors 
in the oil and gas industry. It is not expected that any of these controls or regulations will affect the operations of 
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CYGAM in a manner materially different than they would affect other oil and gas issuers of similar size. All 
current legislation is a matter of public record and CYGAM is unable to predict what additional legislation or 
amendments may be enacted. Outlined below are some of the principal aspects of legislation, regulations and 
agreements governing the oil and gas industry.  

Pricing and Marketing - Oil and Natural Gas  

In general the market determines the price of oil as producers of oil negotiate sales contracts directly with oil 
purchasers. The price depends in part on oil type and quality, price of competing fuels, distance to market, the 
value of refined products, supply/demand balance and other contractual terms.  

Canada 

In Canada natural gas is sold throughout the country at various market hubs that are connected to several pipelines 
within Canada and the United States. The transaction price is determined by negotiation between buyers and 
sellers and includes the utilization of electronic trading platforms and various publications and reference indexes. 
Prices depend on many variables including but not limited to supply and demand fundamentals, the price of 
NYMEX natural gas contracts, distance to alternate markets, pipeline costs, natural gas storage, competing fuels, 
contract term, weather conditions and foreign exchange rates. Natural gas exported from Canada is subject to 
regulation by the National Energy Board (the “NEB”) and the Government of Canada. The price received for 
natural gas that is exported depends largely on the variables listed above including market hub prices at the 
delivery end of the export pipelines. Exporters are free to negotiate prices and other terms with purchasers, 
provided that the export contracts must continue to meet certain criteria prescribed by the NEB and the 
Government of Canada.  

CYGAM’s Alberta gas production is purchased by Cargill Limited, with the price based on the Daily Spot Gas 
Price at AECO C. CYGAM’s Alberta Natural Gas Liquids are sold to various entities including ConocoPhillips 
Canada Ltd., Trilogy Energy  LP and Harmattan Gas Processing at a price based on the monthly Edmonton 
Market Average calculated as the arithmetic average of BP, Flint Hills, and Shell’s Edmonton C5+ Domestic 
Postings for the month of delivery adjusted for quality (“the equalization”) per the Canadian Condensate 
Equalization Process Procedures Guide dated October 1997, as revised from time to time. 

Tunisia 

The Corporation’s Tunisian oil production from Sud Remada is trucked to a storage terminal at La Skhira on the 
coast of Tunisia. From the terminal it is then loaded onto oil tankers arranged by third parties and sold on the 
world market based on the average price for Brent oil quotations for the three days after loading onto shipping 
tankers. Realized gas prices in Tunisia are tied to the nine-month trailing average of low sulphur heating oil as 
quoted in Italy. Marketing is performed by the Operator, Storm. There are no royalties incurred for Sud Remada 
production as the operations are governed by a Production Sharing Contract (“PSC”) with ETAP. Under the PSC, 
the contractor receives 62.625% of the production, with ETAP receiving the remaining balance of 37.375% of the 
production. The share received by ETAP is then used to pay the royalties and taxes on behalf of the Corporation 
in accordance with the PSC. 

Italy  

The Corporation does not currently have production revenue in Italy. Oil and gas sales revenue is subject to 
energy market price risk. Oil and gas sales revenues are comprised of oil and gas sold on term supply contracts. 
Estimated production volumes are set out in the contracts but there is no penalty if actual volumes vary from the 
estimate. The gas price is set for each month according to a formula that applies a constant to the average oil price 
from fuel oil, gas oil and crude oil (Brent) prices averaged over each of the nine months prior to gas delivery. The 
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oil prices are as specified in the Platt’s Oilgram Price Report (average of the highest and lowest for each oil type 
in each of the nine months) in US$ and convertible to Euro value by the average US$/Euro exchange rate, as 
published by the European Central Bank, in the month of gas delivery. 

Royalties and Incentives  

Alberta  

New Alberta Royalty Regime 

On October 25, 2007, the Alberta government released a report entitled “The New Royalty Framework” (“NRF”) 
containing the government’s proposals for Alberta’s new royalty regime that became effective on January 1, 
2009. The new regime introduced new royalties for conventional oil, natural gas and bitumen, effective January 1, 
2009, that are linked to price and production levels and would to both new and existing conventional oil and gas 
activities and oil sands projects. 

Royalties payable pursuant to petroleum and natural gas leases with the Government of Alberta are ad valorem 
royalties, calculated on a sliding rate formula containing separate elements that account for the oil or natural gas 
price and well production. Royalty rates for conventional oil will range up to 50%, with rate caps once the price 
of conventional oil reaches CDN $120 per barrel. Royalty rates for natural gas will range from 5 to 50% with rate 
caps once the price of natural gas reaches $16.59/GJ (gigajoule). A shallow rights reversion program was also 
implemented that resulted in the reversion to the Government of Alberta of mineral rights to undeveloped 
geological formations above developed zones. Royalties for NGLs are set at 40% for pentanes and 30% for 
butanes and propane. 

In response to the drop in oil prices experienced during the second half of 2008, the Government of Alberta 
announced on November 19, 2008, the introduction of a five-year program of transitional royalty rates with the 
intent of promoting new drilling. Companies drilling new natural gas or conventional oil deep wells on or after 
November 19, 2008 (between 1,000 and 3,500 metres) were given a one-time option per well to adopt the new 
transitional royalty rates or those outlined in the NRF. On December 2, 2008 Bill 47 Mines and Minerals (New 
Royalty Framework) Amendment Act received royal assent and came into force on various dates, with the rate 
adjustments contemplated by it coming into effect on January 1, 2009.  

In March 2009, the Government of Alberta announced a three-point incentive program to encourage additional 
activity in the province’s conventional oil and gas industry. The program included a drilling royalty tax credit, a 
new well incentive program and additional investment by the province in reclamation and abandonment of oil and 
gas well sites. 

In March 2010, the Government of Alberta announced the results of a competitiveness review, whereby it 
proposed further changes to the provincial royalty regime, in particular, reducing the maximum rates under NRF 
to 40% for oil and 36% for gas. 

The implementation of the recently enacted changes to the royalty regime in Alberta is subject to certain risks and 
uncertainties. The changes require legislation amendments, changes to existing legislation and regulations and 
development of proprietary software to support the calculation and collection of royalties.  

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

In 2008, according to industry sources, the country produced approximately 140,000 boe/d, comprised of 95,000 
barrels of oil per day and 212 million cubic feet of natural gas per day. Proven remaining recoverable reserves 
amount to approximately 840 million boe, of which 51% (or 428 million bbls) is represented by crude oil and 
49% is represented by natural gas. Tunisia offers a historically stable environment and an attractive investment 
climate for petroleum exploration. Exploration permits are obtained through an application process which usually 
involves a multi-year program of seismic and drilling commitments, but does not require payment of signature 
bonuses or competitive bidding processes. In the last three years several new exploration permits have been issued 
and the remaining open acreage is minimal. This provides an advantage for CYGAM in attracting joint venture 
partners given the large inventory of land currently controlled by the Corporation. 

Royalties and taxes in Tunisia are also more attractive than in neighbouring countries. Royalties range from 2% to 
15% based on profitability. In case of commercial discoveries, ETAP has the right to participate in the 
development of oil and gas fields by paying its share of exploratory and development costs and then receiving a 
negotiated share of production. ETAP typically negotiates a 45% to 55% production share in most agreements. 

Italy 

In Italy, for offshore exploration permits, the state royalty on oil production is 4% (which is at the low end of 
international oil and gas taxation and less than Canada and the United States), with a provision that no royalties 
are paid on the first 300,000 bbls of oil production per year, per field. This represents a royalty-free production on 
the first 822 bbls of oil per day, per field. Offshore gas production is subject to a 7% royalty, but the first 1,750 
MMcf per year, per field (or approximately 4.8 MMcf per day) are also royalty-free. For onshore permits, the 
state royalty on production of both oil and gas is a maximum of 10%, with a provision that no royalties are paid 
on yearly production less than 125,000 bbls of oil and 700 MMcf of gas, per field (or approximately 340 bbls/d 
and 1.9MMcf/d). The corporate tax is a maximum of 33% and there are no restrictions on repatriation of profits. 

Land Tenure  

Canada  

Crude oil and natural gas located in Canada’s western provinces is owned predominantly by the Crown. 
Provincial governments grant rights to explore for and produce oil and natural gas pursuant to leases, licenses, and 
permits for varying terms from two years, and on conditions set forth in provincial legislation including 
requirements to perform specific work or make payments. Oil and natural gas located in such provinces can also 
be privately owned and rights to explore for and produce such oil and natural gas are granted by lease on such 
terms and conditions as may be negotiated. The Government of Alberta began implementation of a shallow rights 
reversion program on January 1, 2009. The policy’s stated objective is for mineral rights at the top of the 
shallowest productive formation to be severed from their lease agreements, thereby permitting these rights to 
made available for re-sale. The shallow rights reversion program will be implemented over time; it will, however, 
potentially impact some of CYGAM’s land. 

Tunisia 

Tunisia offers a historically stable environment  and an attractive investment climate for petroleum exploration. 
ETAP and the DGE encourage foreign participation in oil and gas exploration and production. Exploration 
permits are obtained through an application process which usually involves a multi-year program of seismic and 
drilling commitments but does not require payment of signature bonuses or competitive bidding processes. In the 
event of commercial discoveries, ETAP has the right to participate in the development of oil and gas fields by 
paying its share of development costs and receiving a negotiated share of production. ETAP will also repay its 



 

 33

share of initial exploration costs through a reduction in its percentage of production revenue. ETAP typically 
negotiates a 55% production share in most agreements, but has sometimes reduced its share to 45%. 

Italy 

In Italy a permit for the exploration for oil and gas may be issued for the exploration of an area not exceeding 
75,000 hectares. Applicants may obtain more than one permit to the extent that an aggregate permitted zone does 
not exceed 1,000,000 hectares. 
 
A permit is granted for a period of six years and under certain conditions may be extended for two further periods 
of three years each. Upon the expiration of a permit’s initial period, the permit area has to be reduced by 25% and, 
upon the expiration of the �rst renewed period, by a further 25%. Should the permit area be less than 30,000 
hectares, these reductions shall not apply. 
 
A permit may be extended beyond twelve years if further time is required to complete the work obligations (and 
the delays have not been due to inactivity, carelessness or incapacity of the entity granted the permit). Such 
further extension is limited to one period of one year. In case of expiration, waiver or loss of the permit, the 
holder will be entitled to apply for a new permit over the same zone only after the expiry four years after the 
termination of the original permit. 

Impact of Environmental Protection Regulations  

The Corporation is subject to significant environmental and other regulations in respect of its operational 
activities in all jurisdictions and seeks to conduct its operations in an environmentally responsible manner and to 
maintain compliance with relevant regulations.  

All elements of the oil and natural gas industry are associated with environmental risks and hazards that are 
subject to various environmental regulations pursuant to a variety of federal, provincial and local laws and 
regulations. Environmental legislation typically addresses, amongst other things, restrictions and prohibitions on 
spills, releases or emissions of various substances produced in association with oil and natural gas operations. 
Legislation also typically requires that wells and facility sites be operated, maintained, abandoned and reclaimed 
to the satisfaction of applicable regulatory authorities. Compliance with such legislation can require significant 
expenditures and a breach may result in the imposition of fines and penalties, some of which may be material. 
Environmental legislation has been evolving in a manner that is expected to result in stricter standards and 
enforcement, larger fines and liability and potentially increased capital expenditures and operating costs. The 
discharge of oil, natural gas or other pollutants into the air, soil or water may give rise to liabilities to 
governments and third parties and may require the Corporation to incur costs to remedy such discharge. Although 
the Corporation believes that it is in material compliance with current applicable environmental regulations, no 
assurance can be given that environmental laws will not result in a curtailment of production or a material 
increase in the costs of production, development or exploration activities or otherwise adversely affect the 
Corporation’s financial condition, results of operations or prospects. 

Given the evolving nature of climate change action and regulation, it is not possible to predict the nature of future 
legislation with respect to climate change or the impact on the Corporation, its operations and financial condition 
at this time. 

Compliance with such legislation may require significant expenditures and a failure to comply may result in the 
issuance of “clean-up” orders or the imposition of fines and penalties, some of which may be material. It is 
possible that the costs of complying with environmental regulations in the future will have a material adverse 
effect on the Corporation’s financial condition or results of operations. The Corporation may incur liabilities that 
could be material or require the Corporation to cease production on properties if environmental damage occurs. 
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Canada 

Environmental legislation in the Province of Alberta is governed by the Environmental Protection and 
Enhancement Act (Alberta) (the “EPEA”) and the Oil and Gas Conservation Act (Alberta). These regulations 
impose strict environmental standards, require stringent compliance, reporting and monitoring obligations and 
significantly increase penalties. The Corporation takes such steps as required to ensure compliance with the EPEA 
and similar legislation in other jurisdictions in which it operates. CYGAM believes that it is reasonably likely that 
the trend towards more stringent standards in environmental legislation and regulation will continue.  

In addition to existing environmental legislation, a number of federal and provincial governments have announced 
intentions to regulate greenhouse gases and other air pollutants. These governments are currently developing the 
regulatory and policy frameworks to deliver on their announcements. In general there are few technical details 
regarding the implementation and coordination of these plans to regulate emissions. It is anticipated that other 
federal and provincial announcements and regulatory frameworks to address emissions will continue to emerge. 
CYGAM is unable to predict the total impact of the potential regulations upon its business as these federal and 
regional programs are under development.  

Italy 

A Legislative Decree setting forth amendments and additions to Legislative Decree No. 152 of April 3, 2006, 
which contained regulations governing environmental issues, pursuant to Article 12 of Law No. 69 of June 18, 
2009” was published on August 11, 2010 in Issue No. 186 of the Official Gazette of the Italian Republic. These 
amendments included significant changes to Part II and Part V of Legislative Decree No. 152/2006, which dealt 
with the Environmental Impact Assessment procedure and the Integrated Environmental Authorization procedure 
respectively, as well as air quality protection regulations.  

In addition, this Legislative Decree (“DL 128”) forbids exploring and prospecting for or producing liquid and 
gaseous hydrocarbons inside protected marine and coastal areas, as well as within twelve nautical miles from the 
base lines of the territorial waters along Italy’s entire coastal perimeter and, limited to liquid hydrocarbons, within 
five nautical miles from these base lines. This rule applies retroactively to permit applications that are already 
filed (in process) or are being finalized. 

RISK FACTORS  

An investment in Common Shares would be subject to certain risks. Investors should carefully consider the risk 
factors set out below and consider all other information contained herein and in the Corporation’s other public 
filings. In order to mitigate these risks, the Corporation has qualified technical and financial personnel, with 
experience in the areas of Canada, Tunisia and Italy. Further, the Corporation has focused its foreign operations, 
and plans to target future foreign operations, in known and prospective hydrocarbon basins in jurisdictions that 
have previously established long-term oil and gas ventures with foreign oil and gas companies, and that have 
stable political and favourable fiscal environments. Additional risks and uncertainties not currently known to the 
management of the Corporation may also have an adverse effect on CYGAM’s business and the information set 
out below does not purport to be an exhaustive summary of the risks affecting CYGAM.  

Operational Risks  

Oil and natural gas exploration, development and production operations are subject to all the risks and hazards 
typically associated with such operations, including hazards such as fire, explosion, blowouts, cratering, sour gas 
releases and spills, each of which could result in substantial damage to oil and natural gas wells, production 
facilities, other property and the environment or personal injury. In particular, the Corporation may explore for 
and produce sour natural gas in certain areas. An unintentional leak of sour natural gas could result in personal 
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injury, loss of life or damage to property and may necessitate an evacuation of populated areas, all of which could 
result in liability to the Corporation. In accordance with industry practice, the Corporation is not fully insured 
against all of these risks, nor are all such risks insurable. Although the Corporation maintains liability insurance in 
an amount that it considers consistent with industry practice, the nature of these risks is such that liabilities could 
exceed policy limits, in which event the Corporation could incur significant costs that could have a material 
adverse effect upon its financial condition. Oil and natural gas production operations are also subject to all the 
risks typically associated with such operations, including encountering unexpected formations or pressures, 
premature decline of reservoirs and the invasion of water into producing formations. Losses resulting from the 
occurrence of any of these risks could have a material adverse effect on the Corporation.  

Oil and natural gas exploration and development activities are dependent on the availability of drilling and related 
equipment (typically leased from third parties) in the particular areas where such activities will be conducted. 
Demand for such limited equipment or access restrictions may affect the availability of such equipment to the 
Corporation and may delay exploration and development activities.  

To the extent the Corporation is not the operator of its oil and gas properties, the Corporation will be dependent 
on such operators for the timing of activities related to such properties and will be largely unable to direct or 
control the activities of the operators. Payments from production generally flow through the operator and there is 
a risk of delay and additional expense in receiving such revenues if the operator becomes insolvent.  

CYGAM’s success depends in large measure on the performance of its management and key personnel. The loss 
of the services of such key personnel or the inability to attract suitably qualified personnel in the future could have 
a material adverse effect on the Corporation’s business. Difficulties may also be experienced in certain 
jurisdictions in employing and retaining qualified personnel who are willing to work in such jurisdictions.  

The Corporation’s ability to market oil and natural gas from its wells also depends upon numerous factors beyond 
its control, including, among other things, the availability of natural gas processing and storage capacity, the 
availability of pipeline capacity, the price of oilfield services and the effects of inclement weather. CYGAM may 
be unable to market some or all of the oil and natural gas it produces or to obtain favourable prices for the oil and 
natural gas produced.  

Competition  

The petroleum industry is competitive in all its phases. CYGAM will compete with numerous other organizations 
in the search for, and the acquisition of, oil and natural gas properties and in the marketing of oil and natural gas. 
CYGAM’s competitors will include oil and natural gas companies that have substantially greater financial 
resources, staff and facilities than those of the Corporation. CYGAM’s ability to increase its reserves in the future 
will depend not only on its ability to explore and develop its present properties, but also on its ability to select and 
acquire other suitable producing properties or prospects for exploratory drilling. Competitive factors in the 
distribution and marketing of oil and natural gas include price and methods and reliability of delivery and storage. 
Competition may also be presented by alternate fuel sources. CYGAM believes its competitive position is 
equivalent to that of other oil and gas companies of similar size and at a similar stage of development.  

Seasonality  

The level of activity in the Canadian oil and gas industry is influenced by seasonal weather patterns. Seasonal 
factors and unexpected weather patterns may lead to declines in exploration and production activity and 
corresponding declines may delay the Corporation’s activities and/or affect the prices for the Corporation’s sales. 
Other international jurisdictions where the Corporation is or is intending to be active will likewise have seasonal 
variations in access and activity.  
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Risks Associated with Foreign Operations  

International operations are subject to political, economic and other uncertainties, including, among others, risk of 
war, risk of terrorist activities, border disputes, expropriation, renegotiations or modification of existing contracts, 
restrictions on repatriation of funds, import, export and transportation regulations and tariffs, taxation policies 
including royalty and tax increases and retroactive tax claims, exchange controls, limits on allowable levels of 
production, currency fluctuations, labour disputes, sudden changes in laws, government control over domestic oil 
and gas pricing, and other uncertainties arising out of foreign government sovereignty over the Corporation's 
international operations. With respect to taxation matters, the governments and other regulatory agencies in the 
foreign jurisdictions in which CYGAM operates and intends to operate in future may make sudden changes in 
laws relating to royalties or taxation or impose higher tax rates which may affect CYGAM’s operations in a 
significant manner. These governments and agencies may not allow certain deductions in calculating tax payable 
that CYGAM believes should be deductible under applicable laws or may have differing views as to values of 
transferred properties. This can result in significantly higher tax payable than initially anticipated by CYGAM. In 
many circumstances, re-adjustments to tax payable imposed by these governments and agencies may occur years 
after the initial tax amounts were paid by CYGAM, which can result in the Corporation having to pay significant 
penalties and fines. Furthermore, in the event of a dispute arising from international operations, the Corporation 
may be subject to the exclusive jurisdiction of foreign courts or may not be successful in subjecting foreign 
persons to the jurisdiction of courts in Canada. The Corporation operates in such a manner as to minimize and 
mitigate its exposure to these risks; however, there can be no assurance that CYGAM will be successful in 
protecting itself from the impact of all these risks.  

Foreign oil and gas operations involve substantial costs and are subject to certain risks owing to the 
underdeveloped nature of the oil and gas industry in such countries. The oil and gas industry in various countries 
is not as developed as the oil and gas industry in Canada and the United States. As a result, drilling and 
development operations may take longer to complete and may cost more than similar operations in Canada and 
the United States. The availability of technical expertise, specific equipment and supplies is more limited in 
various countries than in Canada and the United States. Such factors may subject oil and gas operations in other 
countries to economic and operating risks not experienced in Canada and the United States.  

Prices, Markets and Marketing  

The marketability and price of oil and natural gas that may be acquired or discovered by the Corporation is and 
will continue to be affected by numerous factors beyond its control. The Corporation’s ability to market its oil and 
natural gas may depend upon its ability to acquire space on pipelines that deliver natural gas to commercial 
markets. The Corporation may also be affected by deliverability uncertainties related to the proximity of its 
reserves to pipelines and processing and storage facilities and operational problems affecting such pipelines and 
facilities as well as extensive government regulation relating to price, taxes, royalties, land tenure, allowable 
production, the export of oil and natural gas and many other aspects of the oil and natural gas business.  

The Corporation’s revenues, profitability, future growth and the carrying value of its oil and gas properties are 
substantially dependent on prevailing prices of oil and gas which are unstable and subject to fluctuation. 
CYGAM’s ability to borrow and to obtain additional capital on attractive terms is also substantially dependent 
upon oil and gas prices. Prices for oil and gas are subject to large fluctuations in response to relatively minor 
changes in the supply of and demand for oil and gas, market performance and uncertainty and a variety of 
additional factors beyond the control of the Corporation. These factors include economic conditions in the United 
States, Canada, Tunisia, Europe, and Italy, the actions of the Organization of Petroleum Exporting Countries and 
Russia, governmental regulation, political stability in the Middle East and elsewhere, the foreign supply of oil and 
gas, the price of foreign imports and the availability of alternative fuel sources.  
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Prices received for the Corporation’s natural gas are influenced primarily by factors within North America, 
including North American supply and demand, economic performance, weather conditions and availability and 
pricing of alternative fuel sources.  

Any substantial and extended decline in the price of oil and gas would have an adverse effect on the Corporation's 
carrying value of its proved reserves, borrowing capacity, revenues, profitability and cash flows from operations 
and could cause a reduction in CYGAM’s oil and gas acquisition and development activities. Volatile oil and gas 
prices make it difficult to estimate the value of producing properties for acquisition and often cause disruption in 
the market for oil and gas producing properties, as buyers and sellers have difficulty agreeing on such value. Price 
volatility also makes it difficult to budget for and project the return on acquisitions and on development and 
exploitation projects.  

Variation in Foreign Exchange Rates and Interest  

CYGAM receives Canadian dollars for gas sales from its Canadian properties. These Canadian dollars are then 
expended on operations and capital in Canada. The Corporation’s expenses on Canadian operations are 
denominated in Canadian dollars and a significant portion of the Company’s international activities are conducted 
in Euros in Italy and in US dollars and Tunisian Dinars (“TND”) in Tunisia where the Company is exposed to 
changes in foreign exchange rates as operating expenses, capital expenditures, and financial instruments fluctuate 
due to changes in exchange rates. The Company does not use derivative instruments to hedge its exposure to 
foreign exchange risks. 

Reserve Estimates  

There are numerous uncertainties inherent in estimating quantities of reserves and cash flows attributed to such 
reserves, including many factors beyond the control of CYGAM. These evaluations include a number of 
assumptions relating to factors such as initial production rates, production decline rates, ultimate recovery of 
reserves, timing and amount of capital expenditures, marketability of production, future prices of oil and natural 
gas, operating costs and royalties and other government levies that may be imposed over the producing life of the 
reserves. These assumptions were based on price forecasts in use at the date the relevant evaluations were 
prepared and many of these assumptions are subject to change and are beyond the control of CYGAM. Actual 
production and cash flows derived from the Corporation’s oil and gas reserves will vary from the estimates 
contained in the reserve evaluation, and such variations could be material. The reserve evaluation is based in part 
on the assumed success of activities the Corporation intends to undertake in future years. The reserves and 
estimated cash flows to be derived therefrom contained in the reserve evaluation will be reduced to the extent that 
such activities do not achieve the level of success assumed in the reserve evaluation. The reserve evaluation is 
effective as of a specific effective date and has not been updated and thus does not reflect changes in the 
Corporation’s reserves since that date.  

Reserve Replacement  

CYGAM’s future oil and gas reserves, production, and cash flows to be derived therefrom are highly dependent 
on successfully acquiring or discovering new reserves. Existing reserves and production will decline over time 
without the continual addition of new reserves. A future increase in reserves will depend on CYGAM’s ability to 
develop any properties it may have from time to time and its ability to select and acquire suitable producing 
properties or prospects. There can be no assurance that CYGAM’s future exploration and development efforts 
will result in the discovery and development of additional commercial accumulations of oil and natural gas.  
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Resource Estimates 

In accordance with applicable securities laws, D&M, independent reserve evaluators, has used forecast price and 
cost estimates in calculating reserve quantities included in this Annual Information Form. Actual future net 
revenue will be affected by other factors such as actual production levels, supply and demand for oil and natural 
gas, curtailments or increases in consumption by oil and natural gas purchasers, changes in governmental 
regulation or taxation and the impact of inflation on costs.  

Actual production and revenues derived therefrom will vary from the estimates contained in the D&M Report, 
and such variations could be material. The D&M Report is based in part on the assumed success of activities the 
Corporation intends to undertake in future years. The reserves and estimated cash flows to be derived therefrom 
contained in the D&M Report will be reduced to the extent that such activities do not achieve the level of success 
assumed in such report.  

Substantial Capital Requirements  

CYGAM will require additional capital to fund  the acquisition, exploration, development and production of oil 
and natural gas reserves in the future. CYGAM’s management will continue to consider various means of 
obtaining additional capital, within the context of existing market conditions (equity financings, debt, sale of 
assets, joint venture agreements or other) to further the exploration and development of the Company’s properties 
and to provide sufficient working capital. The Corporation may not have access to the capital necessary to 
undertake or complete future drilling programs. There can be no assurance that debt or equity financing, or cash 
generated by operations will be available or sufficient to meet these requirements or for other corporate purposes 
or, if debt or equity financing is available, that it will be on terms acceptable to the Corporation. There is also no 
assurance that farmouts or sale of assets will be arranged. Moreover, future activities may require CYGAM to 
alter its capitalization significantly. The inability of the Corporation to access sufficient capital for its operations 
could have a material adverse effect on the Corporation's financial condition, results of operations and prospects.  

Economic Conditions  

Unfavourable economic conditions may adversely affect the Corporation’s development and exploration activities 
and could also increase the Corporation’s financing costs, decrease revenues, limit access to capital markets and 
negatively impact any of the availability of credit facilities to the Corporation.  

Possible Failure to Realize Anticipated Benefits of Future Acquisitions and Dispositions  

CYGAM may make acquisitions and dispositions of businesses and assets in the ordinary course of business. 
Achieving the benefits of any future acquisitions depends in part on successfully consolidating functions and 
integrating operations and procedures in a timely and efficient manner as well as the Corporation's ability to 
realize the anticipated growth opportunities and synergies from combining the acquired businesses and operations 
with its own. The integration of acquired businesses requires substantial management effort, time and resources 
and may divert management's focus from other strategic opportunities and operational matters during this process. 
The integration process may result in the loss of key employees and the disruption of ongoing business, customer 
and employee relationships that my adversely affect CYGAM’s ability to achieve the anticipated benefits of these 
and future acquisitions. Non-core assets may be periodically disposed of, so that CYGAM can focus its efforts 
and resources more efficiently. Depending on the state of the market for such non-core assets, certain non-core 
assets of the Corporation, if disposed of, could be expected to realize less than their carrying value on CYGAM’s 
financial statements.  
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Issuance of Debt  

From time to time the Corporation may enter into transactions to acquire assets or the shares of other 
organizations. These transactions may be financed in whole or in part with debt, which may increase the 
Corporation's debt levels above industry standards. Depending on future exploration and development plans, the 
Corporation may require additional equity and/or debt financing that may not be available or, if available, may not 
be available on favourable terms. CYGAM’s articles and by-laws do not limit the amount of indebtedness that the 
Corporation may incur. The level of the CYGAM's indebtedness from time to time, could impair its ability to 
obtain additional financing on a timely basis to take advantage of business opportunities that may arise.  

Operational Dependence  

Other companies operate some of the assets in which CYGAM has an interest. As a result, CYGAM will have 
limited ability to exercise influence over the operation of those assets or their associated costs, which could 
adversely affect the Corporation's financial performance. CYGAM 's return on assets operated by others will 
therefore depend upon a number of factors that may be outside of the Corporation's control, including the timing 
and amount of capital expenditures, the operator's expertise and financial resources, the approval of other 
participants, the selection of technology and risk management practices.  

Regulatory  

Oil and natural gas operations (exploration, production, pricing, marketing and transportation) are subject to 
extensive controls and regulations imposed by various levels of government, which may be amended from time to 
time. (See “Industry Conditions”). Governments may regulate or intervene with respect to price, taxes, royalties 
and the exportation of oil and natural gas. Such regulations may be changed from time to time in response to 
economic or political conditions. The implementation of new regulations or the modification of existing 
regulations affecting the oil and natural gas industry could reduce demand for natural gas and crude oil and 
increase the Corporation’s costs, any of which may have a material adverse effect on the Corporation’s intended 
business, financial condition and results of operations. In order to conduct oil and gas operations, the Corporation 
will require licenses from various governmental authorities. There can be no assurance that the Corporation will 
be able to obtain all of the licenses and permits that may be required to conduct operations that it may wish to 
undertake.  

Environmental Concerns  

The oil and natural gas industry is subject to environmental regulations pursuant to local, provincial and federal 
legislation. A breach of such legislation may result in the imposition of fines or other penalties. Should the 
Corporation be unable to fully fund the cost of remedying an environmental problem, the Corporation might be 
required to suspend operations or enter into interim compliance measures pending completion of the required 
remedy. Environmental legislation is evolving in a manner expected to result in more strict standards and 
enforcement, larger fines and liability and potentially increased capital expenditures and operating costs. The 
discharge of oil, natural gas or other pollutants into the air, soil or water may give rise to liabilities to 
governments and third parties and may require the Corporation to incur costs to remedy such discharge. Although 
the Corporation believes that it is in material compliance with current applicable environmental regulations, no 
assurance can be given that environmental laws will not result in a curtailment of production or a material 
increase in the costs of production, development or exploration activities or otherwise adversely affect the 
Corporation’s financial condition, results of operations or prospects.  

Canada is a signatory to the United Nations Framework Convention on Climate Change. Canada has ratified the 
Kyoto Protocol established thereunder and is thereby required to establish legally binding targets to reduce nation-
wide emissions of carbon dioxide, methane, nitrous oxide and other “greenhouse gases”. The Corporation may be 
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subject to legislation in Canada regulating emissions of greenhouse gases. The Government of Canada put 
forward in April 2007, and March 2008, its “Turning the Corner” climate change plan that proposes regulations to 
set greenhouse gas “emissions intensity” reduction requirements for certain industrial sectors by 18% from 2006 
levels, commencing in 2010, and including oil and gas exploration and production. This may require the reduction 
of emissions or emissions intensity from the Corporation’s operations. The Province of Alberta implemented the 
Specified Gas Emitters Regulation under its Climate Change Emissions Management Act on July 1, 2007. This 
regulation requires facilities which emit in excess of 100,000 tonnes of greenhouse gases per year to reduce their 
emissions intensity by 12% from a baseline derived from the average of 2003-2005 emissions. The direct and 
indirect costs of complying with these emissions regulations may adversely affect the business of the Corporation. 
See “Industry Conditions– Impact of Environmental Protection Regulations”. 

Abandonment and Reclamation Costs  

CYGAM will be responsible for compliance with terms and conditions of environmental and regulatory approvals 
and all laws and regulations regarding abandonment and reclamation in respect of its properties, which 
abandonment and reclamation costs may be substantial. A breach of environmental legislation or regulations may 
result in the imposition of fines and penalties, including an order for cessation of operations at the site until 
satisfactory remedies are made.  

Title to Assets  

Although title reviews may be done according to industry standards prior to the purchase of oil and natural gas 
producing properties or the commencement of drilling wells, such reviews do not guarantee or certify that an 
unforeseen defect in the chain of title will not arise to defeat CYGAM's claim which could result in a reduction of 
the revenue received by the Corporation.  

Insurance  

CYGAM’s involvement in the exploration for and development of oil and natural gas properties may result in the 
Corporation becoming subject to liability for pollution, blow outs, property damage, personal injury or other 
hazards. Although CYGAM maintains insurance in accordance with industry standards to address certain of these 
risks, such insurance has limitations on liability and may not be sufficient to cover the full extent of such 
liabilities. In addition, such risks are not, in all circumstances, insurable or, in certain circumstances, the 
Corporation may elect not to obtain insurance to deal with specific risks due to the high premiums associated with 
such insurance or other reasons. The payment of any uninsured liabilities would reduce the funds available to the 
Corporation. The occurrence of a significant event that CYGAM is not fully insured against, or the insolvency of 
the insurer of such event, could have a material adverse effect on the Corporation.  

Geo-Political Risks  

The marketability and price of oil and natural gas that may be acquired or discovered by CYGAM is and will 
continue to be affected by political events throughout the world that cause disruptions in the supply of oil. 
Conflicts, or conversely peaceful developments, arising in the Middle-East, and other areas of the world, have a 
significant impact on the price of oil and natural gas. Any particular event could result in a material decline in 
prices and therefore result in a reduction of the Corporation’s net production revenue.  

In addition, CYGAM’s oil and natural gas properties, wells and facilities could be subject to a terrorist attack. If 
any of the Corporation's properties, wells or facilities are the subject of terrorist attack it could have a material 
adverse effect on CYGAM. The Corporation does not have insurance to protect against the risk from terrorism.  
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Dilution  

CYGAM may make future acquisitions or enter into financings or other transactions involving the issuance of 
securities of the Corporation which may be dilutive. CYGAM may also issue additional Common Shares from 
time to time as the Board may determine pursuant to its stock option plan.  

Management of Growth  

The Corporation may be subject to growth-related risks including capacity constraints and pressure on its internal 
systems and controls. The ability of CYGAM to manage growth effectively will require it to continue to 
implement and improve its operational and financial systems and to expand, train and manage its employee base. 
The inability of the Corporation to deal with this growth could have a material adverse impact on its business, 
operations and prospects.  

Expiration of Permits, Licenses and Leases  

CYGAM’s properties are held in the form of permits, licenses and leases and working interests in permits, 
licenses and leases. If the Corporation or the holder of the permit, license or lease fails to meet the specific 
requirement of a permit, license or lease, the permit, license or lease may terminate or expire. There can be no 
assurance that any of the obligations required to maintain each permit, license or lease will be met. The 
termination or expiration of the Corporation’s permits, licenses or leases or the working interests relating to a 
permit, license or lease may have a material adverse effect on the Corporation’s results of operations and 
business.  

Dividends  

Payment of dividends in the future will be dependent on, among other things, the cash flow, results of operations 
and financial condition of the Corporation, the need for funds to finance ongoing operations and other business 
considerations as the Board of Directors considers relevant.  

Third Party Credit Risk  

CYGAM may be exposed to third party credit risk through its contractual arrangements with its current or future 
joint venture partners, marketers of its petroleum and natural gas production and other parties. In the event such 
entities fail to meet their contractual obligations to CYGAM, such failures could have a material adverse effect on 
the Corporation and its cash flow from operations. In addition, poor credit conditions in the industry and of joint 
venture partners may impact a joint venture partner's willingness to participate in CYGAM’s ongoing capital 
program, potentially delaying the program and the results of such program until the Corporation finds a suitable 
alternative partner.  

Conflicts of Interest  

Certain directors of CYGAM may associate with other companies or entities, including entities engaged in the oil 
and gas business, which may give rise to conflicts of interest. Conflicts of interest, if any, which arise will be 
subject to and governed by procedures prescribed by the ABCA which require a director or officer of a 
corporation who is a party to, or is a director or an officer of, or has a material interest in any person who is a 
party to, a material contract or proposed material contract with the Corporation to disclose his or her interest and, 
in the case of directors, to refrain from voting on any matter in respect of such contract unless otherwise permitted 
under the ABCA.  
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Price Volatility of Publicly Traded Securities  

In recent years the securities markets in Canada and the United States have experienced a high level of price and 
volume volatility, and the market price of securities of many companies, particularly those considered to be 
development stage companies, have experienced wide fluctuations in price which have not necessarily been 
related to the operation performance of, underlying asset values or prospects of such companies. There can be no 
assurance that continual fluctuations in price will not occur. It is likely that the market price for Common Shares 
will be subject to market trends generally, notwithstanding the financial and operational performance of the 
Corporation.  

Delay in Cash Receipts  

In addition to the expected time-lags in payment by producers of oil and natural gas to the operators of CYGAM’s 
properties, and by the operators to CYGAM, payments between any of such parties may also be delayed by 
restrictions imposed by lenders, delays in the sale or delivery of products, delays in the connection of wells to a 
gathering system, blowouts or other accidents, recovery by the operator of expenses incurred in the operation of 
CYGAM’s properties or the establishment by the operator of reserves for such expense.  

Net Asset Value  

CYGAM’s net asset value will vary dependent upon a number of factors beyond the control of CYGAM 
management, including oil and natural gas prices. The trading prices of Common Shares are also determined by a 
number of factors which are beyond the control of management and such trading prices may be greater than or 
less than the net asset value of CYGAM.  

Reliance on CYGAM Management  

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

Impact of Future Expenditures  

The reserve values of CYGAM’s properties, as estimated by independent engineering consultants, are based in 
part on cash flows to be generated in future years as a result of future capital expenditures. The reserve values of 
CYGAM’s properties, as estimated by independent engineering consultants, will be reduced to the extent that 
such capital expenditures on such properties do not achieve the level of success assumed in such engineering 
reports.  

Structure of CYGAM 

From time to time CYGAM may take steps to organize its affairs in a manner that minimizes taxes and other 
expenses payable with respect to the operation of CYGAM and its subsidiaries. If the manner in which CYGAM 
structures its affairs is successfully challenged by a taxation or other authority, CYGAM may be adversely 
affected.  

Changes in Legislation  

It is possible that the Canadian and international governments and provincial/state or regulatory authorities could 
choose to change the income tax laws, royalty regimes, environmental laws or other laws applicable to oil and gas 
companies and that any such changes could materially adversely affect CYGAM and the market value of 
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Common Shares. In addition it is also possible that legislation changes, which could adversely affect CYGAM 
and the market value of CYGAM could occur in other jurisdictions where CYGAM operates.  

DESCRIPTION OF SHARE CAPITAL  

CYGAM is authorized to issue an unlimited number of Common Shares, of which 97,700,937 are issued and 
outstanding as of  December 31, 2010 and an unlimited number of preferred shares, issuable in series, of which 
none have been issued as of the date of this Annual Information Form.  

Common Shares  

The holders of Common Shares are entitled to receive notice of, to attend and vote at any meetings of the 
Shareholders, to receive such dividends declared by CYGAM and to receive the remaining property of CYGAM 
on dissolution after creditors of CYGAM and holders of the preferred shares outstanding at the time have been 
satisfied.  

Preferred Shares  

CYGAM is authorized to issue an unlimited number of preferred shares issuable in series, each series consisting 
of such number of shares and having such rights, privileges, restrictions and conditions as may be determined by 
the Board of Directors prior to the issuance thereof. With respect to the payment of dividends and the distribution 
of assets in the event of liquidation, dissolution or winding-up of CYGAM, the preferred shares are entitled to 
preference over the Common Shares and any other shares ranking junior to the preferred shares and may also be 
given such other preferences over the Common Shares and any other shares ranking junior to the preferred shares 
as may be determined at the time of creation of each series.  
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MARKET FOR SECURITIES  

The Common Shares are listed for trading on the TSX Venture Exchange (“Exchange”) under the symbol, 
“CYG”. 

The following table sets out the price range for, and trading volume of the Common Shares as reported by the 
Exchange for the each month during the year ended December 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 dividends or distributions to Shareholders in the past three years. The 
future payment of dividends or distributions will be dependent upon the financial condition of the Corporation 
and other factors which the Board of Directors may consider appropriate in the circumstances.  

PRIOR SALES 

During the financial year ended December 31, 2010, the Corporation issued the following securities that are not 
listed or quoted on a marketplace:  
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*Each unit comprised one common share of the Corporation and one-half of one common share purchase warrant 
where each whole warrant entitles the holder to purchase one common share for $0.80 per share until September 
30, 2011. 

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

DIRECTORS AND OFFICERS  

As of December 31, 2010, the name, municipality, province or state and country of residence of the directors and 
executive officers of CYGAM, the offices held in the Corporation, the period of service as a director or officer 
and the principal occupation of each of the directors and senior officers of the Corporation during the last five 
years is as follows(4)(7): 

Name, Province and Country  
Position and Period of Service as a 

Director Principal Occupation For Past Five Years 
Neli da Silva Rigo (2)(8) 

Rome, Italy 
Director since March 2006 Director of Farmkey Investments Limited, a 

private investment company 

Dario E. Sodero (1) (3) 
Alberta, Canada  
 

President.  Director since April 1996 
 

President and Director of the Corporation. 
 

S.S. (Ali) Rawji (6) 
Alberta, Canada 
 

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

President of a consulting services company 
since 2004. Previously Vice President 
Corporate Finance, First Associates 
Investments Inc. 
 

A. S. (Drew) Burgess (1) (2) (5)  

Alberta, Canada 
 

Director since June 2003 Vice President, Chief Financial Officer and a 
Director of Huntington Exploration Inc., an 
oil and gas exploration company and 
President of Greenfields Financial 
Corporation, a private company 

Derrick Armstrong (1) (5) 

Alberta, Canada 
Director since October 2005 Senior Counsel with the law firm of Borden 

Ladner Gervais LLP  

Peter Haverson (2) (3) 
Alberta, Canada 
 

Director since March 2006 Manager of International Drilling Operations 
Suncor Energy Inc. and its predecessors 
 

DATE SECURITIES 
ISSUED 

 

EXERCISE 
PRICE 

AMOUNT 

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 
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Name, Province and Country  
Position and Period of Service as a 

Director Principal Occupation For Past Five Years 
Giuseppe Rigo de Righi (3) 
Rome, Italy 
 

Chief Executive Officer since July 
2010.  Director since June 2006 

Chief Executive Officer of the Corporation 
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: 
(1) 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 office until the next annual meeting of Shareholders. 
(5) Resigned April 29, 2011. 
(6) Resigned May 12, 2011. 
(7) The current directors of the Corporation are Dario E. Sodero, Peter Haverson, Giuseppe Rigo de Righi, Alec Silenzi and Gary Hyde. Mr. Silenzi 

and Mr. Hyde were appointed to the Board of Directors in March and April 2011 respectively. 
(8) Resigned March 23, 2011 
 
As at December 31, 2010, the directors and officers of the Corporation, as a group, owned directly or indirectly 
36,783,478 Common Shares or approximately 37.65% of the issued and outstanding Common Shares. The 
information as to the number of Common Shares beneficially owned, not being within the knowledge of the 
Corporation, has been furnished by the respective directors and officers of the Corporation individually. 

Corporate Cease Trade Orders or Bankruptcies 

Other than as set forth below, none of the directors or executive officers of the Corporation is, or has been within 
the past ten years, a director, chief executive officer or chief financial officer of any company, including the 
Corporation, that while such person was acting in that capacity, was the subject of a cease trade or similar order or 
an order that denied the relevant company access to any exemption under securities legislation, for a period of 
more than thirty consecutive days, or after such persons ceased to be a director, chief executive officer or chief 
financial officer of the company, was the subject of a cease trade or similar order or an order that denied the 
company access to any exemption under securities legislation, for a period of more than thirty consecutive days, 
which resulted from an event that occurred while acting in such capacity. 

In 2002, Mr. Burgess joined the board of Carpatsky Petroleum Ltd. which, at the time, was subject to a cease 
trade order for failure to file financial statements that subsequently lapsed. Mr. Burgess is also a director and the 
President of Life Medical Corporation which is subject to a cease trade order for failure to file financial 
statements that was issued in 2002.  

In 2007, Peter Haverson, a director of the Corporation, was a director of Rage Energy Ltd. at the time that a cease 
trade order was issued for failure to file annual financial statements. The cease trade order was subsequently 
revoked. 

In addition, no director or executive officer nor any shareholder holding a sufficient number of securities of the 
Corporation to affect materially the control of the Corporation is, or has been within the past ten years, a director 
or executive officer of any company, including the Corporation, that, while such person was acting in that 
capacity, or within a year of that person ceasing to act in that capacity became bankrupt, made a proposal under 
any legislation relating to bankruptcy or insolvency or was subject to or instituted any proceedings, arrangement 
or compromise with creditors or had a receiver, receiver manager or trustee appointed to hold its assets other than 
as set forth below. 
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On June 1, 2004, Vanguard Aviation Corp., a corporation of which Andrew Burgess was a director, consented to 
the appointment of a receiver with respect to loans made to the corporation by its secured creditor, a chartered 
bank.  

Penalties or Sanctions  

None of the Corporations’ directors or executive officers, nor any shareholder holding a sufficient number of 
securities of the Corporation to affect materially the control of the Corporation, have been subject to any penalties 
or sanctions imposed by a court relating to securities legislation or by a securities regulatory authority or has 
entered into a settlement agreement with a securities regulatory authority; or any other penalties or sanctions 
imposed by a court or regulatory body that would be likely to be considered important to a reasonable investor 
making an investment decision.  

STATEMENT OF EXECUTIVE COMPENSATION 

Compensation Discussion and Analysis 

The Compensation Committee is responsible for setting the overall compensation strategy of the Corporation and 
administering the Corporation's executive compensation program. As part of its mandate, the Compensation 
Committee approves the appointment and remuneration of the Corporation's executive officers, including the 
Named Executive Officers identified in the Summary Compensation Table. The Compensation Committee is also 
responsible for reviewing the Corporation's compensation policies and guidelines generally. 

The objective of the executive compensation program is to attract, motivate, reward and retain management talent 
that is needed to achieve the Corporation's business objectives. The compensation program is designed to ensure 
that compensation is competitive with other companies of similar size and is commensurate with the experience, 
performance and contribution of the individuals involved and the overall performance of the Corporation. In 
evaluating performance, the Compensation Committee gives consideration to the Corporation's long-term 
interests and quantitative financial objectives, as well to the qualitative aspects of the individual's performance 
and achievements. In addition, the Compensation Committee will receive and review recommendations of the 
Chief Executive Officer relating to the general compensation structure and policies and programs for the 
Corporation and the salary and benefit levels for the executive officers. 

The executive compensation program for the most recently completed financial year was comprised of two 
principal components: management fees and a stock option plan which are designed to provide a combination of 
cash and equity-based compensation to effectively retain and motivate the executive officers to achieve the 
corporate goals and objectives. Each component of the executive compensation program is described below. 

Management Fees 

The executive officers are compensated indirectly by way of management fees paid by the Corporation to private 
companies controlled by the executive officers. The management fees are to compensate officers for providing the 
leadership and specific skills needed to fulfill their responsibilities. The management fees are reviewed by the 
Compensation Committee and are determined by considering the contributions made by the officers, how their 
compensation levels relate to compensation packages that would be achievable by such officers from other 
opportunities and commercially available survey data. Management fees are not determined based on benchmarks 
or a specific formula. The Compensation Committee submits its recommendation to the full board of directors 
(the “Board”) to determine the fee payable for the Chief Executive Officer. The Compensation Committee 
considers, and if thought appropriate, approves fee arrangements recommended by the Chief Executive Officer for 
the other executive officers of the Corporation. 
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Stock Option Plan 

The Corporation established a stock option plan for its directors, officers, employees and consultants (the “Stock 
Option Plan”) which was adopted by the Corporation on September 8, 2005. The purpose of the Stock Option 
Plan is to advance the interests of the Corporation by encouraging the directors, officers, employees and 
consultants of the Corporation and its subsidiaries to acquire Common Shares thereby increasing their proprietary 
interest in and encouraging them to remain associated with the Corporation. The Stock Option Plan is 
administered by the Board and all stock options granted thereunder are subject to the policies of the TSX Venture 
Exchange (the “Exchange”). The aggregate number of Common Shares issuable upon the exercise of all options 
granted under the Stock Option Plan shall not exceed 10% of the issued and outstanding Common Shares of the 
Corporation from time to time. No single participant may be granted stock options to purchase a number of 
Common Shares equalling more than 5% of the issued Common Shares of the Corporation in any one twelve-
month period. Options shall not be granted if the exercise thereof would result in the issuance of more than 2% of 
the issued Common Shares in any twelve-month period to any one consultant of the Corporation or to persons 
conducting investor relations activities on behalf of the Corporation. The exercise price of the Common Shares 
subject to each option shall be determined by the Board but in no event shall such exercise price be lower than the 
exercise price permitted by the Exchange. The term of any stock options granted is determined by the Board, 
subject to the requirements of the Exchange which limit the term of options to a maximum of ten years. If the 
Common Shares are increased, decreased or changed through re-organization, merger, re-capitalization, 
reclassification, stock dividend, subdivision or consolidation, an appropriate adjustment shall be made by the 
Board in the number of shares optioned and the exercise price per share. 

Option-Based Rewards 

The process that the Corporation uses to grant option-based awards to executive officers, including the Named 
Executive Officers, is for the Board to approve option grants based on recommendations made by the 
Compensation Committee. In determining the number of options to be granted to the executive officers, the 
Compensation Committee considers the amount, terms and vesting levels of existing options held by the officers 
and also the number of options remaining available for grant by the Corporation in the future to attract and retain 
qualified technical and administrative staff. Generally, the number of options granted to any optionee is a function 
of the level of authority and responsibility of the optionee, the contribution that has been made by the optionee to 
the business and affairs of the Corporation, the number of options that have already been granted to the optionee 
and such other factors as the Compensation Committee may consider relevant. 

Summary Compensation Table 

The following table sets forth a summary of all compensation for services paid during the most recently 
completed financial year for Dario Sodero, President and former Chief Executive Officer, Ali Rawji, Chief 
Financial Officer and Giuseppe Rigo, Chief Executive Officer. No other executive officer received total 
compensation of more than $150,000 during the most recently completed financial year. 
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Name and 
principal 
position (3) Year 

Salary 
($) 

Share-
based 

awards 
($) 

Option-
based 

awards 
($)(1) 

Non-equity 
incentive plan 
compensation 

Pension 
value  

($) 

All other 
compensation 

($)(2) 

Total 
compensation 

($) 

     Annual 
incentive 
plans 

Long 
term 
incentive 
plans 

   

Dario 
Sodero - 
President  

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

2009 Nil Nil Nil Nil Nil Nil $189,996 $189,996 

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

Ali Rawji - 
Chief 
Financial 
Officer 

2010 Nil Nil $109,350 Nil Nil Nil $148,465 $257,815 

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

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

Giuseppe 
Rigo - 
Chief 
Executive 
Officer 

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

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

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

 
Notes: 
(1) The value of the option-based awards represents the compensation value of options granted on July 8, 2010. The July 8, 2010 option grant value 

is based on a share price of $0.40 and a Black-Scholes volatility factor of 70%. The option grant compensation value reflects the full five-year life 
of the options as well as assumptions for volatility, risk-free interest rate and dividend yield. The number of stock options granted to each Named 
Executive Officer on July 8, 2010 is provided in the table below. 

(2) The amounts in this column consisted of management fees paid to companies controlled by the applicable Named Executive Officer. The value of 
perquisites and benefits for each Named Executive Officer is less than $50,000 and less than 10% of each Named Executive Officer's total salary 
for the financial year. Mr. Rawji received a termination payment of  $335,000 on May 31, 2011 and Mr. Sodero received a termination payment 
of $459,115 on May 31, 2011. 

(3) Mr. Sodero served as CEO through July 4, 2010 and as President until April 29, 2011 and Mr. Rigo served as CEO from July 5, 2010 to April 29, 
2011. Mr Rawji resigned from his position as Chief Financial Officer on May 13, 2011. In April, 2011 Mr. Gary Hyde was appointed as Chief 
Executive Officer and Chief Operating Officer with an annual salary of $240,000 and Mr. Brad Goldie was appointed as President and Vice-
President Business Development with an annual salary of $240,000. On May 13, 2011 Mr. Alastair Robertson was 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 respect of all option-based awards outstanding at the end of the 
financial year ended December 31, 2010 to the Named Executive Officers(2) of the Corporation. 

 Option-based Awards 

Name 

Number of 
securities 

underlying 
unexercised options 

(#) 

Option exercise 
price 
($) 

Option expiration 
date 

Value of 
unexercised in-the-

money options 
($)(1) 

Dario Sodero 600,000 $0.60 January 1, 2013 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: 
(1) Value is calculated based on the difference between the exercise price of the options and the closing price 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 1,200,000 stock options on May 4, 2011 with an option exercise price of $0.48 and expiring on 

May 4, 2016. Mr. Robertson was awarded 1,000,000 stock options on May 4, 2011 with an option exercise price of $0.48 and expiring on May 4, 
2016. 

Incentive Plan Awards — Value Vested or Earned During the Year 

The following table sets forth information relating to the value vested or earned during the Corporation's financial 
year ended December 31, 2010, in respect of option-based awards and non-equity incentive plan compensation for 
Named Executive Officers of the Corporation. 

 

 

 

 

 

Note: 
(1) Value is calculated based on the difference between the exercise price of the options and the closing price of the Corporation's Common Shares 

on the Exchange on the vesting date of December 31, 2010 of $0.54. 

Termination and Change of Control Benefits 

The Corporation has no written contract, agreement, plan or arrangement that provides for payment to a Named 
Executive Officer in connection with any termination, resignation, retirement, change of control of the 
Corporation or change in the responsibilities of the Named Executive Officer other than as set forth below. 

Mr. Sodero, the former President and Chief Executive Officer of the Corporation, entered into an employment 
agreement with CYGAM through Planaval Resources Ltd. (“Planaval”), a company controlled by Mr. Sodero. 

Name 

Option-based awards – Value 
vested during the year 

($)(1) 

Non-equity incentive plan 
compensation – Value earned 

during the year 
($) 

Dario Sodero $63,000 nil 
Ali Rawji $31,500 nil 
Giuseppe Rigo $42,000 nil 
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The agreement provides, among other things, for payment of compensation to Planaval upon termination of 
employment in certain circumstances. If employment is terminated without just cause or by reason of take-over of 
or change of control (as defined in the employment agreement), Planaval will be entitled to a termination payment 
fee equal to a minimum of twenty four months' severance, together with an additional month for each completed 
year of service, plus the right to exercise all the vested options for a period of 90 days from the termination of 
employment. Mr. Sodero's employment was terminated on May 31, 2011 and he received a termination payment 
of $459,115. 

Mr. Rawji, the former Chief Financial Officer of the Corporation, entered into a consulting agreement with 
CYGAM through 735135 Alberta Inc. (“735135”), a company controlled by Mr. Rawji. The agreement provides, 
among other things, for payment of compensation to 735135 upon termination of the agreement in certain 
circumstances. If the agreement is terminated without just cause or by reason of take-over of or change of control 
(as defined in the consulting agreement), 735135 will be entitled to a termination payment fee equal to a 
minimum of twenty four months' severance, together with an additional month for each completed year of service, 
plus the right to exercise all the vested options for a period of 90 days from the termination of the agreement. Mr. 
Rawji's agreement was terminated on May 31, 2011 and he received a termination payment of $335,000. 

Mr. Rigo, the former CEO and current Executive Chairman of the Corporation, entered into an employment 
agreement with CYGAM through Riogeo Petroleum (“Riogeo”), a company controlled by Mr. Rigo. Upon 
termination of employment, the agreement provides only for payment to Riogeo of accrued consulting fees plus 
the right to exercise all the vested options for a period of 90 days from the termination of employment.  

Mr. Hyde, the current Chief Executive Officer and Chief Operating Officer of the Corporation and Mr. Goldie, 
the current President and Vice President, Business Development of the Corporation entered into employment 
agreements with CYGAM effective on April 19, 2011. The agreements provide, among other things, for payment 
of compensation upon termination of the agreement in certain circumstances. If the agreement is terminated 
without just cause or by reason of take-over or change of control (as defined in the employment agreement), each 
party will be entitled to a termination payment fee equal to (i) the amount of unpaid salary to and including the 
date of termination, (ii) all outstanding vacation pay and expense reimbursements, (iii) any bonus that has been 
declared by the Board of Directors but not yet paid, and (iv) a lump sum equal to fifteen months’ salary. In 
addition, upon termination all stock options will vest automatically and shall be exercisable in accordance with 
the terms of the Stock Option Plan. The total amount payable under each agreement as of the date hereof if the 
agreement is terminated without cause or upon a take-over or change of control would be $300,000, plus any 
unpaid salary, outstanding vacation pay and expense reimbursements and any declared but unpaid bonus. 

Mr. Robertson, the current Chief Financial Officer of the Corporation, entered into an employment agreement 
with CYGAM effective on May 5, 2011. The agreement provides, among other things, for payment of 
compensation to Mr. Robertson upon termination of the agreement in certain circumstances. If the agreement is 
terminated without just cause or by reason of take-over or change of control (as defined in the employment 
agreement), Mr. Robertson will be entitled to a termination payment fee equal to (i) the amount of unpaid salary 
to and including the date of termination, (ii) all outstanding vacation pay and expense reimbursements, (iii) any 
bonus that has been declared by the Board of Directors but not yet paid, and (iv) a lump sum equal to twelve 
months’ salary. In addition, upon termination all stock options will vest automatically and shall be exercisable in 
accordance with the terms of the Stock Option Plan. The total amount payable under the agreement as of the date 
hereof if the agreement is terminated without cause or upon a take-over or change of control would be $185,000, 
plus any unpaid salary, outstanding vacation pay and expense reimbursements and any declared but unpaid bonus. 
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Director Compensation 

Director Compensation Table 

The following table sets forth information in respect of all amounts of compensation provided to the directors 
during the Corporation's financial year ended December 31, 2010. 

Name(1) 

Fees 
earned 

($) 

Share-
based 

awards 
($) 

Option-
based 

awards 
(2) 
($) 

Non-equity 
incentive plan 
compensation 

($) 

Pension 
value 

($) 

All other 
compensation 

($) 
Total 

($) 
Neli da Silva Rigo nil nil nil nil n/a nil nil 

Derrick Armstrong nil nil $60,750 nil n/a nil $60,750 
A. S. (Drew) Burgess nil nil $60,750 nil n/a nil $60,750 
Peter Haverson nil nil $60,750 nil n/a nil $60,750 

 
Note: 

(1) On March 23, 2011 Mrs. Neli da Silva Rigo resigned from the Board of Directors and on April 29, 2011, Mr. Derrick Armstrong and Mr. A.S. 
(Drew) Burgess resigned from the Board of Directors and Mr. Gary Hyde and Mr. Alec Silenzi were appointed to the Board of Directors.  The 
Board of Directors currently consists of Mr. Rigo, Mr. Hyde, Mr. Sodero, Mr. Haverson and Mr. Silenzi. 

(2) The value of the option-based awards represents the compensation value of options granted on July 8, 2010. The July 8, 2010 option grant value 
is based on a share price of $0.40 and a Black-Scholes volatility factor of 70%. The option grant compensation value reflects the full five-year life 
of the options as well as assumptions for volatility, risk-free interest rate and dividend yield. The number of stock options granted to each 
Director on July 8, 2010 is provided in the table below. 
 

Outstanding Option-Based Awards 

The following table sets forth information in respect of all option-based awards outstanding at the end of the 
financial year ended December 31, 2010 to the directors of the Corporation. 

 Option-based Awards 

Name(2) 

Number of 
securities 

underlying 
unexercised options 

(#) 

Option exercise 
price 
($) 

Option expiration 
date 

Value of 
unexercised in-the-

money options 
($)(i) 

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 Nil 
250,000 $0.40 July 29, 2011 $35,000 

Peter Haverson 250,000 $0.83 March 11, 2011 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 difference between the exercise price of the options and the closing price of the Corporation's Common Shares 

on the Exchange on December 31, 2010 of $0.54. 
(2)  Mr. Silenzi was awarded 250,000 stock options on May 4, 2011 with an exercise price of $0.48 and expiring on May 4, 2016. 
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Incentive Plan Awards — Value Vested or Earned During the Year 

The following table sets forth information in respect of the value vested or earned during the Corporation's 
financial year ended December 31, 2010 of option-based awards and non-equity incentive plan compensation for 
directors of the Corporation. 

Name 

Option-based awards – Value 
vested during the year 

($)(1) 

Non-equity incentive plan 
compensation – Value earned 

during the year 
($) 

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 between the exercise price of the options and the closing price of the Corporation's Common Shares 

on the Exchange on the vesting date of December 31, 2010 of $0.54. 

LEGAL PROCEEDINGS 

There are no legal proceedings to which CYGAM or its subsidiaries is or was a party to, or that any of the 
Corporation’s property is or was the subject of, during the most recently completed financial year, that were or are 
material to the Corporation, and there are no such material legal proceedings that the Corporation is currently 
aware of that are contemplated.  

CONFLICTS OF INTERESTS  

There are potential conflicts of interest to which the directors and officers of CYGAM will be subject in 
connection with the operations of CYGAM. In particular, certain of the directors and officers of CYGAM are 
involved in managerial or director positions with other oil and gas companies whose operations may, from time to 
time, be in direct competition with those of CYGAM or with entities which may, from time to time, provide 
financing to, or make equity investments in, competitors of CYGAM (See “Directors and Officers”). Conflicts, if 
any, will be subject to the procedures and remedies available under the ABCA. The ABCA provides that in the 
event that a director has an interest in a contract or proposed contract or agreement, the director shall disclose his 
interest in such contract or agreement and shall refrain from voting on any matter in respect of such contract 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 previously disclosed by the Corporation, the Corporation is not aware of any 
material interest, direct or indirect, of any director or executive officer of the Corporation, any person or company 
that beneficially owns or controls or directs, directly or indirectly, more than 10% of any class or series of the 
Corporation’s outstanding securities or an associate or affiliate of any of the foregoing, in any transaction within 
the three most recently completed financial years or the during the current financial year that has materially 
affected or is reasonably expected to materially affect the Corporation.  

AUDITORS, REGISTRAR AND TRANSFER AGENT  

The Corporation’s auditors are PricewaterhouseCoopers LLP (“PWC”), Chartered Accountants, of Calgary, 
Alberta. 
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Computershare Trust Company of Canada at its principal offices in Calgary, Alberta and Toronto, Ontario, is the 
transfer agent and registrar of the Common Shares.  

MATERIAL CONTRACTS  

There are no contracts entered into by the Corporation in the last financial year or entered into before the last 
financial year and which are still in effect that can reasonably be regarded as presently material to the 
Corporation, except for contracts entered into in the ordinary course of business. 

INTERESTS OF EXPERTS 

There is no person or company whose profession or business gives authority to a statement made by such person 
or company and who is named as having prepared or certified a report, valuation, statement or opinion described 
or included in a filing, or referred to in a filing, made under NI 51-102 by us during, or related to, the 
Corporation’s most recently completed financial year other than D&M, independent engineering evaluators 
engaged by the Corporation and PWC, auditors of the Corporation. None of the designated professionals of D&M 
has any registered or beneficial interests, direct or indirect, in any securities or other property of CYGAM.  

PWC has advised that it is independent of the Corporation within the meaning of the Rules of Professional 
Conduct of the Institute of Chartered Accountants of Alberta.  

ADDITIONAL INFORMATION  

Additional information, including directors’ and officers’ remuneration and indebtedness, principal holders of the 
Corporation’s securities and securities authorized for issuance under equity compensation plans is contained in 
the Corporation’s Information Circular relating to its most recent annual meeting of shareholders. Additional 
financial information is contained in the Corporation’s audited financial statements and management’s discussion 
and analysis for the year ended December 31, 2010. Additional information relating to CYGAM is available on 
SEDAR at www.sedar.com.  
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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.
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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”  Signed “Alastair Robertson”  
________________________ _____________________

Gary Hyde Alastair Robertson 
 Chief Executive Officer Chief Financial Officer

Signed “Dario E. Sodero” Signed “Alec Silenzi”  

________________________ _____________________

Dario Sodero Alec Silenzi
Director Director 

Dated: June 10, 2011



 

 

APPENDIX C 
Definitions Used for Reserve Categories 

 
The following definitions form the basis of the classification of reserves and values presented in the D&M 
Report. They have been prepared by the Standing Committee on Reserves Definitions of the Petroleum 
Society of the CIM incorporated in the Society of Petroleum Evaluation Engineers Canadian Oil and Gas 
Evaluation Handbook (“COGE Handbook”) and specified by National Instrument 51-101 (“NI 51-101”). 

Reserves are estimated remaining quantities of oil and natural gas and related substances anticipated to be 
recovered from known accumulations, from a given date forward, based on:  

·  analysis of drilling, geological, geophysical and engineering data; 

·  the use of established technology; 

·  specified economic conditions, which are generally accepted as being reasonable, and shall be 
disclosed; and 

·  a remaining reserve life of 50 years. 

Reserves are classified according to the degree of certainty associated with the estimates. 

1. Proved Reserves  
 

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

2. Probable Reserves  
 

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

3. Possible Reserves  
 

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

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

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

4. Developed Reserves  
 

Developed reserves are those reserves that are expected to be recovered from existing wells and 
installed facilities, or if facilities have not been installed, that would involve a low expenditure 
(e.g., when compared to the cost of drilling a well) to put the reserves on production. The 
developed category may be subdivided into producing and non-producing.  
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5. Developed Producing Reserves  
 

Developed producing reserves are those reserves that are expected to be recovered from 
completion intervals open at the time of the estimate. These reserves may be currently producing 
or, if shut in, they must have previously been on production, and the date of resumption of 
production must be known with reasonable certainty.  

6. Developed Non-Producing Reserves  
 

Developed non-producing reserves are those reserves that either have not been on production, or 
have previously been on production, but are shut in, and the date of resumption of production is 
unknown.  

7. Undeveloped Reserves  
 

Undeveloped reserves are those reserves expected to be recovered from known accumulations 
where a significant expenditure (e.g., when compared to the cost of drilling a well) is required to 
render them capable of production. They must fully meet the requirements of the reserves 
classification (proved, probable, possible) to which they are assigned.  

In multi-well pools, it may be appropriate to allocate total pool reserves between the developed 
and undeveloped categories or to subdivide the developed reserves for the pool between 
developed producing and developed non-producing. This allocation should be based on the 
estimator’s assessment as to the reserves what will be recovered from specific wells, facilities, 
and completion intervals in the pool and their respective development and production status.  

8. Levels of Certainty for Reported Reserves  
 

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

Reported total reserves estimated by deterministic or probabilistic methods, whether comprised of 
a single reserves entity or an aggregate estimate for multiple entities should target the following 
levels of certainty under a specific set of economic conditions:  

(a) There is a 90% probability that at least the estimated proved reserves will be recovered.  

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

(c) There is a 10% probability that at least the sum of the estimated proved reserves plus 
probable reserves plus possible reserves will be recovered.  

A quantitative measure of the probability associated with a reserves estimate is generated only 
when a probabilistic estimate is conducted. The majority of reserves estimates will be performed 
using deterministic methods that do not provide a quantitative measure of probability. In 
principle, there should be no difference between estimates prepared using probabilistic or 
deterministic methods.  
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Additional clarification of certainty levels associated with reserves estimates and the effect of 
aggregation is provided in Section 5.5.3 of the COGE Handbook. Whether deterministic or 
probabilistic methods are used, evaluators are expressing their professional judgment as to what 
are reasonable estimates.  

9. Pipeline Gas Reserves are gas reserves remaining after deducting surface losses due to process 
shrinkage and raw gas used as lease fuel.  

 
10. Remaining Recoverable Reserves are the total remaining recoverable reserves associated with 

the acreage in which the Company has an interest.  
 
11. Company Gross Reserves are the Company’s working interest share of the remaining 

reserves, before deduction of any royalties.  
 
12. Company Net Reserves are the gross remaining reserves of the properties in which the Company 

has an interest, less all Crown, freehold, and overriding royalties and interest owned by others.  
 
13. Net Production Revenue is income derived from the sale of net reserves of oil, pipeline gas, and 

gas by-products, less all capital and operating costs.  
 
14. Fair Market Value is defined as the price at which a purchaser seeking an economic and 

commercial return on investment would be willing to buy, and a vendor would be willing to sell, 
where neither is under compulsion to buy or sell and both are competent and have reasonable 
knowledge of the facts.  

 
15. Barrels of Oil Equivalent (BOE) Reserves -BOE are the sum of the oil reserves, plus the gas 

reserves divided by a factor of 6, plus the natural gas liquid reserves, all expressed in barrels or 
thousands of barrels.  

 
 


