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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)
XI ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2008
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number 000-31643

TRANSATLANTIC PETROLEUM CORP.

(Exact name of registrant as specified in its chaetr)

Alberta, Canada None
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
Suite 1840, 44~ 5th Ave., SW, Calgary, Alberta T2P 278
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Securities registered pursuant to Section 12(b) dfie Act: None
Securities registered pursuant to Section 12(g) t¢ifie Act:

common shares, without par value
(Title of Class)

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405c08#turities Act.  Yed No
Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 orti®ecl5(d) of the Act. Yes[ No

Indicate by check mark whether the registrant € filed all reports required to be filed by SewmtidB or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefildsuch reports), and (2) has been subject
to such filing requirements for the past 90 day¥es No O

Indicate by check mark if disclosure of delinquiletrs pursuant to Item 405 of Regulation S-K it oontained herein, and will not be
contained, to the best of registrant’s knowledgeldfinitive proxy or information statements incorgted by reference in Part Il of this
Form 10-K or any amendment to this Form 10-Kl

Indicate by check mark whether the registrantleage accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See definitions of “large acceleratedfifaccelerated filer” and “smaller reporting coany” in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated fileld Accelerated filer 0 Non-accelerated filer Smaller reporting companyXI]
(Do not check if a smalle
reporting company

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exgje Act). Yes[O No

The aggregate market value of common shares, witraowalue, held by nonaffiliates of the registrdrased on the last sale price of the
common shares on June 30, 2008 (the last busiagssfdhe registra’s most recently completed second fiscal quarteay WS$68,865,83



For purposes of this computation, all officersedtors and 10% beneficial owners of the registaaatdeemed to be affiliates. Such
determination should not be deemed an admissidrstita officers, directors or 10% beneficial ownems, in fact, affiliates of the registrant.

As of March 31, 2009, 155,007,781 common shareg wetstanding.
DOCUMENTS INCORPORATED BY REFERENCE:

Information required by Part 11l of this reportircorporated by reference to the registrant’s difim proxy statement for the 2009 Annual and
Special Meeting of Shareholders to be filed with 8ecurities and Exchange Commission not later iR@rdays after December 31, 2008.
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Forward-Looking Statements

Certain statements in this Annual Report on ForaKIddnstitute “forward-looking statementiithin the meaning of applicable U.S. ¢
Canadian securities legislation. Additionally, fama-looking statements may be made orally or ispreleases, conferences, reports, on our
website or otherwise, in the future, by us or ontmehalf. Such statements are generally ident#idlyl the terminology used such as “plans,”
“expects,” “estimates,” “budgets,” “intends,” anfiates,” “believes,” “projects,” “indicates,” “taegs,” “objective,” “could,” “should,” “may”or
other similar words.

By their very nature, forward-looking statementguiee us to make assumptions that may not mategiali that may not be accurate.
Forward-looking statements are subject to knownuarichown risks and uncertainties and other fadtratmay cause actual results, levels of
activity and achievements to differ materially fréinose expressed or implied by such statement$ fagtors include, among others:
fluctuations in and volatility of the market pricks natural gas, natural gas liquids and oil piduthe ability to produce and transport natural
gas, natural gas liquids and oil; the results gli@ation and development drilling and related\atiéis; the global economic crisis and global
economic conditions, particularly in the countréesl provinces in which we carry on business, eafig@conomic slowdowns; actions by
governmental authorities including increases irsaxhanges in environmental and other regulatands renegotiations of contracts; political
uncertainty, including actions by insurgent groopsther conflict; the negotiation and closing adterial contracts; future capital requirements
and availability of financing; estimates and ecoimassumptions used in connection with our acdaisst risks associated with drilling and
operating wells; actions of third party co-ownefsnterests in properties in which we also own reliest; our ability to effectively integrate
companies and properties that we acquire; andttter actors discussed in other documents thailevevfth or furnish to the U.S. Securities
and Exchange Commission (the “SEC”) and Canadienriies regulatory authorities. The impact of ame factor on a particular forward-
looking statement is not determinable with certaas such factors are interdependent upon oth&ariaour course of action would depend
upon our assessment of the future consideringnfirination then available. In that regard, anyestants as to future natural gas or olil
production levels; capital expenditures; the altmeaof capital expenditures to exploration andelepment activities; sources of funding for
our capital program; drilling of new wells; demdfod natural gas and oil products; expendituresalmvances relating to environmental
matters; dates by which certain areas will be d#ed or will come orstream; expected finding and development costardytroduction rate
ultimate recoverability of reserves; dates by whieimsactions are expected to close; cash floves ascash flows; collectibility of receivabl
availability of trade credit; expected operatingtsp changes in any of the foregoing and otheestants using forwartboking terminology ar
forward-looking statements, and there can be norasse that the expectations conveyed by such fdreaking statements will, in fact, be
realized.

Although we believe that the expectations convdyethe forwardiooking statements are reasonable based on infammavailable to u
on the date such forward-looking statements werdemao assurances can be given as to future relewiéds of activity, achievements or
financial condition.

Readers should not place undue reliance on anyafdrlooking statement and should recognize thastaements are predictions of
future results, which may not occur as anticipatedual results could differ materially from thoaeticipated in the forwartboking statemen
and from historical results, due to the risks andautainties described above, as well as otheragwtanticipated. The foregoing statement:
not exclusive and further information concerningiasluding factors that potentially could matelgiaffect our financial results, may emerge
from time to time. We do not intend to update fomlvlbboking statements to reflect actual resultstanges in factors or assumptions affecting
such forward-looking statements.
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PART I

ltem 1. Business

In this Annual Report on Form 10-K, referencesve,” “our,” or “the Company” refer to TransAtlantiRetroleum Corp. and its
subsidiaries on a consolidated basis. Unless stdkesiwise, all sums of money stated in this Fo@¥Klare expressed in U.S. Dollars.

Development of Our Business

TransAtlantic Petroleum Corp. is a vertically inteigd international oil and gas company. We amagrily focused on building a
portfolio of oil and gas exploration and developtngmjects in countries that we believe are undgiared and have low corporate tax and
royalty rates and established petroleum systemsciifently have projects in Morocco, Turkey and Roia.

We underwent a strategic transformation during 2898 result of a series of transactions with Nlokia Mitchell 3, chairman of our
board of directors. Mr. Mitchell founded Riata Egyerinc. in 1985 and built it into one of the lasgerivately held producers in the United
States. In 2006, Mr. Mitchell sold his controllimderest in Riata Energy, Inc. (now Sandridge Epgehge.) and founded a group of companies
tbhat are prirrr:al{ily focused on investing in intefoa&l energy opportunities (the “Riata Group”), @fliwhich are currently owned or controlled

y Mr. Mitchell.

Our initial arrangements with the Riata Group,tfasnounced in March 2008, included an equity itmesit into us, the replacement of
our farm-in partner in both of our Moroccan propest the extension of a short-term credit facildyus to repay our outstanding short-term
debt, and the provision of technical and managemegpertise to assist us in successfully developimfjexpanding our international portfolio
of projects.

During the second quarter of 2008, we completedoastage private placement, issuing 35,000,000 comshares to Riata
TransAtlantic, LLC (“Riata TransAtlantic”), DaleaRners, LP (“Dalea”) and certain friends and fanoil Mr. Mitchell, for aggregate gross
proceeds of Cdn$12 million. Dalea and Riata TratesAic are members of the Riata Group. We usetié@roceeds to pay off our short-term
debt, to fund international exploration activiteesd for general corporate purposes. Longe Enengytéd (“Longe”), a member of the Riata
Group, replaced our prior farm-out partner in owrbtcan properties. In addition, Mr. Mitchell anafthew McCann, general counsel for
certain members of the Riata Group, were desigradriata Management, LLC (“Riata”) and electedtw board of directors in connection
with the private placement. Mr. Mitchell servescagirman of our board of directors, and Mr. McCaiso serves as our chief executive
officer.

In the third quarter of 2008, we changed our ojegatrategy from a prospect generator to a veljigategrated project developer. To
execute this new strategy, in December 2008, waist)100% of the issued and outstanding sharesmge from Longfellow Energy, LP
(“Longfellow”) in consideration for the issuance 38,583,333 common shares and 10,000,000 commoe phechase warrants. Concurrently,
we issued 35,416,667 common shares in a privateplant with Dalea, Riata TransAtlantic, Mr. McCamd other purchasers that have
relationships with Mr. Mitchell, for gross proceeafs$42.5 million. Longfellow is a member of thea®i Group. Longe was incorporated in
April 2008, and its activity to date has been tquace oilfield service equipment and exploratiarehises in Morocco. Longe owns interests in
our Moroccan properties and four drilling rigs veall as associated service equipment, tubularsapglies. Immediately after the Longe
acquisition, we purchased at cost an addition& $8llion in drilling and service equipment, tubtdand supplies from the Riata Group. We
anticipate that ownership of our own drilling rigisd service equipment will enable us to signifiattwer drilling and operating costs over
long term and control timing for development of puoperties, thereby providing a competitive adaget In addition, we expect that
ownership of the four drilling rigs will allow us tachieve operational capabilities in each couintmyhich we operate. Further, the acquisition
of Longe’s interests in our Moroccan propertiessaidates our exploration opportunities in MorocBecause the availability of drilling rigs
and service equipment is limited in Turkey, Moroeecw Romania, we also anticipate that the Longeisitipn will create opportunities to
increase acreage in each country in which we opénadrilling to earn interests in existing thirdrty licenses. When the rigs and equipment
are not operating on our properties, we expecbiract them out, creating additional opportunifsus.

2
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In the fourth quarter of 2008, we announced owerition to make an all cash takeover offer throughveholly-owned subsidiary,
TransAtlantic Australia Pty. Ltd. (“TransAtlanticustralia”), to acquire all of the outstanding sisaméIncremental Petroleum Limited
(“Incremental”), an Australian oil and gas explévatand production company with oil and gas assetsoperations in Turkey and the United
States, including a significant base of crude milduiction in Turkey. TransAtlantic Australia’s offfor the Incremental shares closed on
March 6, 2009, at which time TransAtlantic Austaadiwned or had received acceptances for approxiyr26és of the Incremental shares, and
we expect to acquire all remaining outstanding ehar April 2009. The acquisition of Incrementallwikpand our rig fleet from four to seven
rigs and increase our workforce of highly qualiffezld staff, engineers, and geologists in Turkaye of our target countries. Incremental’s
portfolio consists of the producing Selmo oil fietde Edirne gas field and additional exploraticreage in Turkey, and three prospects in the
United States. We entered into a credit agreeméhtDalea, a member of the Riata Group, for theopse of funding the Incremental
acquisition and related transaction costs.

On March 6, 2009, we filed with the SEC a prelinmjnproxy statement regarding our proposed specgadting of our shareholders for
the purpose of approving an arrangement pursuamhich TransAtlantic Petroleum Corp. would be conéd under thBermuda Companies
Act 1981under the name “TransAtlantic Petroleum Ltd.” Wéiéhes that continuing TransAtlantic to Bermuda viaé beneficial to us and our
shareholders because we will receive more favortal3léreatment in Bermuda.

Our current activities are focused on:

. integrating our acquisition of Increment

. developing the oil and gas properties in our pddfc

. farming out or securing partners for our internadioproperties; an

. acquiring additional exploration and developmergatgunities in the countries that meet our investieeiteria.

Our success will depend on discovering hydrocarlimeesmmercial quantities and then bringing theadi®ries into production. We ha
significant drilling commitments during the remagmaf 2009, and our ability to achieve drilling gmduction success will depend upon
obtaining sufficient capital. We will continue tgaduate new opportunities in countries that areewexplored and have low corporate tax and
royalty rates and established petroleum systems.

Turkey. We hold six exploration licenses in southeastemkd@y three of which expire in May 2010 and thréevhich expire in June
2011. In March 2008, we agreed to farm out 75%ufworking interest in two of the licenses, Bloekis’3 and 4174, to an oil and gas
exploration company in Turkey, who is now the oparaf those licenses. We are the operator and M6fking interest owner of our other
four licenses in Turkey.

In September 2008, we agreed to farm-in to Increalar_icense 4262, covering 12 square kilomet8i852 acres) in southeastern
Turkey. The agreement has been approved by theshuB@eneral Directorate of Petroleum Affairs (“GDPAN exchange for a 60% working
interest, we agreed to drill one exploration welltbe Atesler prospect located on License 4262depdh of approximately 3,200 meters
(10,500 feet). We built roads and a wellsite angloethe drilling of the Atesler well in the fourgluarter of 2008 with a contracted drilling rig.
We moved one of our rigs to the location to dhikk remainder of the well and expect to completesmbitin the second quarter of 2009. By
drilling this well, we will also earn an undividé®% working interest in four additional licensesnaa by Incremental covering 1,863 square
kilometers (460,321 acres) located south of Licet#&2. Our participation in these licenses was itmmeéd upon extension of their terms by
the GDPA based upon the GDRAdcceptance of a work program for the extensioiogheThe GDPA approved our participation in treehse
and approved us becoming the operator of Licené8.42ubject to the GDPA's approval, we will becotime operator of the other four
licenses.

During 2008, we leased an equipment yard and stipgamulars, drilling equipment and supplies inte tountry in support of our planr
drilling activities. We expect to spend approxiniak3.0 million in 2009 and 2010 carrying out drity and other exploration activities on our
Turkish properties.

Morocco. We own three exploration permits in Morocco, catirsisof two Guercif permits and one Tselfat perrithe two Guercif
exploration permits were awarded to us effectiveuday 2, 2008 and expire in January 2011, and ge¥fdt exploration permit was awarded to
us in May 2006 and expires in December 2009. Weter@perator and 80% working owner of the Gugreiinits, and we are the operator and
100% working interest owner in the Tselfat perii.part of our Guercif work program, in the thirdagter of 2008, we re-entered, logged and
tested the MSD-1 well. As part of our Tselfat wpriogram, in the second quarter of 2008, we comglat8D seismic survey over a portion of
the Tselfat permit.

In July 2008, we agreed to farm-in to thee@rane-Tissa and Asilah exploration permits hgl®ipect Petroleum Morocco, Inc. and
Anschutz Morocco Corporation (collectively, “Dir&cin northern Morocco. The Direct exploration pétsrcover seven blocks with a
combined area of 12,287 square kilometers (3,086@6es). Under the farm-in agreement, we will @89% interest in the Ouezzane-Tissa
and Asilah exploration permits by carrying Direat 00% of the costs of drilling three wells on theezzane-Tissa and Asilah permits. If one
of the three wells is a commercial success, aneefin the farm-in agreement, then we would catirgd in the drilling of a fourth well. We
became the operator of the
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Ouezzane-Tissa and Asilah exploration permits afteeiving government approval. In the fourth geiadf 2008, we built a wellsite for our
planned first well on the Ouezzane-Tissa permitlzeghan a 2D seismic shoot over a portion of théaAgermit.

During 2008, we leased an equipment yard and stippe drilling rig, tubulars and supplies into twintry in support of our planned
drilling activities. We shipped a second drillirig to Morocco in the first quarter of 2009. We egpi® spend approximately $13.2 million in
2009 and 2010 carrying out drilling and other exglimn activities on our Moroccan properties.

Romania. We hold three production licenses in Romania wieigpire in August 2010. We are the operator and 10@¥king interest
owner in the licenses. During 2008, we built looas for two wells that we plan to drill on our Izudicense in 2009, and we plan on drilling
one well on the Vanatori license in 2009.

In September 2008, we announced that we had reachadreement with Sterling Resources Ltd. (“Stgt)i to farm-in to Sterling’s Sud
Craiova Block E 11I-7, covering 6,070 square kilawrs (1.5 million acres) in western Romania. Theeament is subject to completion of
formal documentation and approval by the Romaniatiddal Agency for Mineral Resources (“NAMR”). Ireéhange for a 50% working
interest, we agreed to drill three exploration welh the Sud Craiova license, each to a depthprbapnately 1,000 meters (3,280 feet). At
casing point in each well, we and Sterling will e@tect whether to proceed to completion and witlrebear our proportionate share of
completion and infrastructure costs. Sterling walnain operator of the Sud Craoiva license.

During 2008, we leased an equipment yard and stipgaulars, drilling equipment and supplies inte tountry in support of our planr
drilling activities. We expect to spend approxinia®l0.7 million in 2009 and 2010 carrying out tindy and other exploration activities on our
Romanian properties.

Principal Capital Expenditures and Divestitures
The following table sets forth our principal capgapenditures during 2008 (in thousands of dojlars

Expenditure Type 2008
Property acquisitiol $ 9.6
Drilling services and other equipme 40.¢

Total capital expenditure $50.5
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Principal Markets

As of December 31, 2008, we operated in two ingustgments, exploration and production of oil aatural gas (“E&P”) and drilling
services, within four reportable geographic segsidibrocco, Romania, Turkey and Corporate. E&P ajp@ns in the U.S. have been
discontinued and are included in Corporate. Segaes#ts, net revenues and net loss in each oépartable segments are as follows (in
thousands of dollars):

As of December 31, 200
Segment asse

Year ended December 31, 20C
Net revenue

Net loss

As of December 31, 200
Segment asse

Year ended December 31, 20C
Net Revenue

Net loss

As of December 31, 200
Segment asse

Year ended December 31, 20C
Net Revenue

Net loss

As of December 31, 200
Segment asse

Year ended December 31, 20C
Net Revenue

Net loss

Competition

Corporate Romania Turkey Morocco Total
$39,48( $ 3,95¢ $10,23( $37,06¢ $90,72°
$ — 3 - $ — $ — $ —
$ 473 $ 706 $ 91€ $ 2,21« $ 8,57«
$ 253 $ 1,881 $ 63 $ 2,19¢ $ 6,67¢
$ — % — &8 = 8 = & =
$617t $ 811 $ 23¢ $ 71z $ 7,931
Corporate
Exploration Drilling
& Production Services  and other Total
$ 23,807 $35,74¢ $31,17. $90,72°
$ - $ — $ — $ —
$ 2,781 $ 1,051 $ 4,73¢ $ 857«
$ 414 $ — $ 253 $6,67¢
$ — & = & = & =
$ 1762 $ — $ 6,17t $ 7,937

We operate in the highly competitive areas of nd gas exploration, development and acquisitioh &isubstantial number of other

companies, including U.S.-based and foreign congsatiding business in each of the countries in wivieloperate. We face intense

competition from independent, technology-driven pamies as well as from both major and other indégenoil and gas companies in each of
the following areas:

seeking oil and gas exploration licenses and pragluticenses
acquiring desirable producing properties or nevgdsdor future exploratiol
marketing natural gas and oil producti

integrating new technologies; a

acquiring the equipment and expertise necessatguwelop and operate properti

5
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Many of our competitors have substantially grefiteincial, managerial, technological and other veses than we do. These companies
are able to pay more for exploratory prospectsmoductive oil and gas properties than we can hEceixtent competitors are able to pay more
for properties than we are paying, we will be abmpetitive disadvantage. Further, many of our cetitqrs enjoy technological advantages
over us and may be able to implement new techne$ogiiore rapidly than we can. Our ability to explarenatural gas and oil prospects and to
acquire additional properties in the future wilpéad upon our ability to successfully conduct opiens, implement advanced technologies,
evaluate and select suitable properties and constientransactions in this highly competitive envirnamt.

Governmental Regulations

General. Our current exploration activities are conductedumkey, Morocco and Romania. Such activities dfecéed in varying degre
by political stability and government regulatioe$ating to foreign investment and the oil and ratgas industry. Changes in these regulations
or shifts in political attitudes are beyond our wohand may adversely affect our business. Oparatinay be affected in varying degrees by
government regulations with respect to restrictiongproduction, price controls, export controlgame taxes, expropriation of property,
environmental legislation and safety.

Government Regulation.Our current or future operations, including explina and development activities on our propertieguire
permits from various governmental authorities, aauch operations are and will be governed by lawisragulations governing exploration,
development, production, exports, taxes, labordgteds, occupational health, waste disposal, tadistances, land use, environmental
protection and other matters. Compliance with thhegeirements may prove to be difficult and expemsDue to our international operations,
we are subject to the following issues and unastitss that can affect our operations adversely:

» the risk of expropriation, nationalization, waryodution, border disputes, renegotiation or modifion of existing contracts, and
import, export and transportation regulations anrfs;

» taxation policies, including royalty and tax incsea and retroactive tax clain

» exchange controls, currency fluctuations and otimeertainties arising out of foreign governmentegeignty over international
operations

» laws and policies of the United States affectingifgn trade, taxation and investme

» the possibility of being subjected to the exclugiwésdiction of foreign courts in connection withgal disputes and the possi
inability to subject foreign persons to the jurigatin of courts in the United States; ¢

» the possibility of restrictions on repatriationezrnings or capital from foreign countri

Permits and Licensesln order to carry out exploration and developmdrdiband gas interests or to place these into cencial
production, we may require certain licenses anthjfierfrom various governmental authorities. Thear be no guarantee that we will be ab
obtain all necessary licenses and permits thatlmeagquired. In addition, such licenses and perang¢ssubject to change and there can be no
assurances that any application to renew any egifitenses or permits will be approved.

Repatriation of Earnings. Currently, there are no restrictions on the repitih of earnings or capital to foreign entitiesnfr Turkey,
Morocco or Romania. However, there can be no assarthat any such restrictions on repatriationashimgs or capital from the
aforementioned countries or any other country wherenay invest will not be imposed in the future.

Environmental. The oil and natural gas industry is subject to mesitee and varying environmental regulations in eafctine jurisdictions
in which we may operate. Environmental regulatiestablish standards respecting health, safety mvidbamental matters and place
restrictions and prohibitions on emissions of vasisubstances produced concurrently with oil andrabgas. In most instances, the regulatory
requirements relate to the handling and disposdtiting and production waste products and wastaied by water and air pollution control
procedures. These regulations can have an impatiesselection of drilling locations and facilitigmtentially resulting in increased capital
expenditures. In addition, environmental legislatioay require those wells and production faciliteebe abandoned and sites reclaimed to the
satisfaction of local authorities. Such regulat@s increased the cost of planning, designindjrdyjloperating and in some instances,
abandoning wells. We are committed to complyindwveibvironmental and operation legislation wheravemperate.

Such laws and regulations not only expose us ldlitiafor our own negligence, but may also expasdo liability for the conduct of
others or for our actions that were in compliandth &ll applicable laws at the time those actiomsertaken. We may incur significant costs as
a result of environmental accidents, such as disspatural gas leaks, ruptures, or dischargdsagirdous materials into the environment,
including clean-up costs and fines or penaltiedif\ahally, we may incur significant costs in ordercomply with environmental laws and
regulations and may be forced to pay fines or fieysaif we do not comply



Employees

We employ 85 people and, through a managementcssragreement with members of the Riata Groupracrfor the services of an
additional 20 people.

Formation

Our predecessor corporation, Profco Resourceq1Rdofco”), was incorporated under the laws of BtitColumbia, Canada on
October 1, 1985 as a corporation and continuedeqgurisdiction of Alberta, Canada under Bgsiness Corporations A¢Alberta) on June 10,
1997. Effective December 2, 1998, Profco changedame to TransAtlantic Petroleum Corp.

Item 1A. Risk Factors.
Risks Related to the Company
Additional financing will be required to fund ourriternational exploration and development activitibeyond April 30, 200¢

Additional financing will be required to fund ourtérnational exploration and development actividegond April 30, 2009. We have
little revenue. In 2008, we had net revenues oft§10d0 from our U.S. discontinued operations. Weelgignificant drilling commitments
during the remainder of 2009, and our ability thiage drilling and production success will depepomu obtaining significant capital. We have
reached a tentative agreement with Dalea to anfenBalea credit agreement to increase the loalityazy $14.0 million and to allow the use
of funds for general corporate purposes. Such amentlis subject to regulatory approval. We may megle to obtain additional financing or
sell all or portions of our properties in the tineguired on terms acceptable to us or to secutagrarfor our projects. If we are unable to raise
sufficient funds to continue our operations, ousibhass will likely be materially and adversely imfeal.

We have a history of losses and may never be pabfé.

We have incurred substantial losses in prior yaatsat December 31, 2008, our total net loss antpoehensive loss was approximately
$8.6 million and we used cash of $5.8 million irecgting activities during the year ended Decemhlief808. To become profitable, we must
identify and establish reserves at our properéied,then either develop our properties or locateearter into agreements with third party
operators. We may suffer significant additionakksin the future and may never be profitable. Bfivee do achieve profitability, we may not
be able to sustain or increase profitability oruarterly or annual basis. We expect to incur lossegsss and until such time as one or more of
our properties enters into commercial productioth generates sufficient revenue to fund our contiguiperations.

We will require significant capital to continue ouexploration and development activities.

We have substantial capital requirements that we meaunable to finance on acceptable terms, dlt,atlsich may have a material
adverse effect on our operations. Our future gradefpends on our ability to make large capital eggares for the exploration and
development of natural gas and oil properties. feutash flows and the availability of debt or egdihancing will be subject to a number of
variables, such as:

. the success of our prospects in Romania, MorocdoTrankey;
. success in finding and commercially producing res&ranc
. prices of natural gas and ¢
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Debt financing could lead to:

. a substantial portion of operating cash flow bealedicated to the payment of principal and intel
. the Company being more vulnerable to competitiesgures and economic downturns;

. restrictions on our operatior

We might not be able to obtain necessary finanoimgcceptable terms, or at all. If sufficient capiesources are not available, we might
be forced to curtail developmental and exploratbilfing and other activities or be forced to ssime assets on an untimely or unfavorable
basis, which would have a material adverse effeawr business, financial condition and resultepgrations.

We have no proven reserves and limited current protiion and may never have any reserves.

We have no proven reserves and limited currentyariah and may never have any reserves. The fpenfermance of our business will
depend upon our ability to identify, acquire andealep oil and gas reserves that are economicatiguerable. Success will depend upon the
ability to acquire working and revenue interestprioperties upon which oil and gas reserves ammatiely discovered in commercial quantit
and the ability to develop prospects that contaaven oil and gas reserves to the point of prodactWithout successful acquisition and
exploration activities, we will not be able to degeoil and gas reserves or generate revenuese ®iemo assurances that oil and gas reserves
will be identified or acquired on acceptable terorsthat oil and gas reserves will be discovereslifficient quantities to enable us to recover
our exploration and development costs or sustairbosiness.

The successful acquisition and development ofradl gas properties requires an assessment of reteeeserves, future oil and gas
prices and operating costs, potential environmeartdlother liabilities, and other factors. Sucteasments are inherently uncertain. In addi
no assurance can be given that our exploratiordamdlopment activities will result in the discoverdfyany reserves. Operations may be
curtailed, delayed or canceled as a result of td@ddequate capital and other factors, such asdfakailability of rigs and other equipment,
title problems, weather, compliance with governmakrggulations or price controls, mechanical diffiees, or unusual or unexpected
formations, pressures and or work interruptionsaddition, the costs of exploration and developnmeay materially exceed our initial
estimates.

We are required to evaluate our internal control@vfinancial reporting under Section 404 of the Szanes-Oxley Act of 2002 and any
adverse results from such evaluation could resulta loss of investor confidence in our financial perts and have a material adverse effect
on the price of our common shares.

Under Section 404 of the Sarbanes-Oxley Act of 20@2are required to furnish a report by manageraerits assessment of our internal
control over financial reporting. Such a report tmeentain, among other matters, an assessmeng @ftbctiveness of our internal control over
financial reporting, including a statement as tcethler or not our internal control over financigboeting is effective. This assessment must
include disclosure of any material weaknesses irirgarnal control over financial reporting ideieifi by management. In addition, beginning
in the fiscal year ending December 31, 2009, saplbnt will have to contain a statement that ouritauslhave issued an attestation report on
management’s assessment of such internal conteolfimancial reporting. Due to the limited numbéioar staff, it is not possible to achieve
complete segregation of duties, nor do we curranéyntain written policies and procedures at oterimational offices. Further, we must
engage accounting assistance with respect to cammpd@-routine accounting issues, Canadian and GARAP matters, tax compliance, and
reporting for our international operations. Ouef§ to comply with the requirements of Section 4@y result in increased general and
administrative expense and a diversion of managetime and attention. As a result, we may not be &ibconclude that we have effective
internal controls in the future. The integrationLoinge and Incremental into our operations may nitakere difficult for us to comply with
Section 404. We may not be able to complete ouuetian, testing and required remediation, if @nya timely fashion. Failure to have
effective internal controls could lead to a misstaént of our financials. If, as a result of defiwis in our internal controls, we cannot provide
reliable financial reports, our business decisimtpss may be adversely affected, our business@erting results could be harmed, investors
could lose confidence in our reported financiabmfiation and the price of our common shares coetnlghse. In addition, failure to maintain
effective internal control over financial reportinguld result in investigations or sanctions byutatpry authorities.

Because of our continuing losses from operationsddiack of working capital, our auditors have expresd substantial doubt as to our abil
to continue as a going concern.

Because of our continuing losses from operationklack of working capital, our auditors have expesssubstantial doubt as to our
ability to continue as a going concern. This mehasthere is substantial doubt that we can coatamian ongoing business beyond April 2009
without raising additional funds. If we continuediostain losses and lack sufficient capital, we Imeaye to cease operations and our
shareholders could lose their investment.

If we discover reserves, a substantial or extendedline in natural gas and oil prices may adverselfect our ability to meet our capite
expenditure obligations and financial commitments.

Our future revenues, operating results and futate of growth are substantially dependent upomtheailing prices of, and demand for,
natural gas and oil. Lower natural gas and oilggimay also reduce the amount of natural gas atigapiwe can produce economically in the
event we discover reserves. Historically, natuesd gnd oil prices and markets have been volati tlzey are likely to continue to be volatile
in the future. If we establish reserves, a decreasatural gas or oil prices will not only reduexenues and profits, but will also reduce the
guantities of reserves that are commercially reraisle and may result in charges to earnings foaimpent of the value of these asset:



natural gas or oil prices decline significantly éxtended periods of time in the future, we mighttlme able to generate sufficient cash
flow from operations to meet our obligations andkenplanned capital expenditures. Natural gas angticies are subject to wide fluctuations
in response to relatively minor changes in the Bupfy and demand for, natural gas and oil, madketertainty and a variety of additional
factors that are beyond our control. Among thedescthat could cause fluctuations are:

. change in local and global supply and demand fturahgas and oil

. levels of production and other activities of theg@mization of Petroleum Exporting Countries anceptiatural gas and ¢
producing nations

. market expectations about future pric

. the level of global natural gas and oil exploratiproduction activity and inventorie

. political conditions, including embargoes, in ofeafing other oil producing activity; ar

. the price and availability of alternative fue

If we discover reserves, lower natural gas angrides may not only decrease our revenues on ariebasis, but also may reduce the

amount of natural gas and oil that we can prodeoa@mically. A substantial or extended declineilroonatural gas prices may materially
adversely affect our business, financial conditiod results of operations.

Difficulties in combining Incrementa’s operations with ours may prevent us from achiegithe expected benefits from the acquisition.

There are significant risks and uncertainties dased with our acquisition of Incremental. The dsiion is expected to provide
substantial benefits, including among other thimyganding our rig fleet and increasing our wor&é&of highly qualified field staff, engineers
and geologists in Turkey, one of our target coestrchieving such expected benefits is subjeattamber of uncertainties, including:

» whether the operations of Incremental are intedratith our company in an efficient and effectivermar;

« difficulty transitioning customers and other busiseelationships to TransAtlant

e problems unifying management of a combined comp

» loss of key employees from our existing or acqubiadinesses; ar

» intensified competition from other companies segkinexpand sales and market share during theratteg period

Failure to achieve these benefits could resulbéngased costs, decreases in the amount of expestenes and diversion of management’s
time and energy from the development and operati@ur existing business that could materially adgersely impact our business, financial
condition and operating results.

We may experience difficulty staffing our drillinggs.

We have a limited number of employees and will neestaff our drilling rigs and add staff to otliapartments. We may experience
difficulty in finding a sufficient number of expemced crews to work on our drilling rigs and expeced staff in other departments to comg
the work required.

Our contract drilling operations will depend on thievel of activity in the oil and natural gas explation and production industry.

Our contract drilling operations will depend on taeel of activity in oil and natural gas explomtiand production in our operating
markets. Both short-term and long-term trends limod natural gas prices affect the level of tlwitvity. Because oil and natural gas prices are
volatile, the level of exploration and producticstigity can also be volatile. Lower oil and natugals prices may depress our level of
exploration and production activity.

To the extent that we establish natural gas andm@erves, we will be required to replace, maintainexpand our natural gas and oil
reserves in order to prevent our reserves and pretén from declining, which would adversely affecash flows and income.

In general, production from natural gas and oilpemties declines over time as reserves are deplettdthe rate of decline depending on
reservoir characteristics. If we establish researebare not successful in our subsequent expbaratid development activities or in
subsequently acquiring properties containing ressergur reserves will decline as reserves are pesOur future natural gas and oil
production is highly dependent upon our abilityetmnomically find, develop or acquire reservesammercial quantities. To the extent cash
flow from operations is reduced, either by a deseda prevailing prices for natural gas and oiéniincrease in finding and development costs,
and external sources of capital become limitednavailable, our ability to make the necessary eapivestment to maintain or expand our
asset base of natural gas and oil reserves wouldeEred. Even with sufficient available capitailir future exploration and development
activities may not result in additional proved m¥ss, and we might not be able to drill productivels at acceptable costs.
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The value of our common shares might be affectednbgtters not related to our own operating performan

The value of our common shares may be affecteddiyens that are not related to our operating perémce and which are outside our

control. These matters include the following:

In the past, companies that have experienced litlati the trading price of their common sharesdéeen the subject of securities class
action litigation. We might become involved in seties class action litigation in the future. Sditlyation often results in substantial costs and
diversion of management’s attention and resourndscauld have a material adverse effect on oumegsi, financial condition and results of
operation.

We might not be able to obtain necessary permitgpravals or agreements from one or more governmagéncies, surface owners, or other

the global economic crisis and general economiditioms in Canada, the United States, Romania, RapTurkey and globally

industry conditions, including fluctuations in thgce of oil and natural ga

governmental regulation of the oil and natural igasistry, including environmental regulatic
fluctuation in foreign exchange or interest ra

liabilities inherent in oil and natural gas opevas;

geological, technical, drilling and processing peots;

unanticipated operating events which can reduceéymtion or cause production to be shut in or dela
failure to obtain industry partner and other ttpadty consents and approvals, when requ

stock market volatility and market valuatiol

competition for, among other things, capital, asgign of reserves, undeveloped land and skilledgranel;
the need to obtain required approvals from regufagathorities:

worldwide supplies and prices of, and demand fatyral gas and oi

political conditions and developments in each efdbuntries in which we opera

political conditions in natural gas and oil prochgregions

revenue and operating results failing to meet etgtiens in any particular perio

investor perception of the oil and natural gas sty

limited trading volume of our common shar

change in environmental and other governmentallagigus;

announcements relating to our business or the éssiof our competitor

our liquidity; and

our ability to raise additional fund

third parties, which could hamper our exploratiorr @evelopment activities.

There are numerous permits, approvals, and agrasmwith third parties, which will be necessary mer to enable us to proceed with

our development plans and otherwise accomplistobjarctives. The government agencies in each
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country in which we operate have discretion inrpteting various laws, regulations, and policiesegaing operations under the licenses.
Further, we may be required to enter into agreesnwith private surface owners to obtain accesarnd,agreements for, the location of surface
facilities. In addition, because many of the lawserning oil and gas operations in the internatieoantries in which we operate have been
enacted relatively recently, there is only a reklti short history of the government agencies hagdind interpreting those laws, including the
various regulations and policies relating to thieses. This short history does not provide extengirgcedents or the level of certainty that
allows us to predict whether such agencies wilfaebrably toward us.

The governments have broad discretion to intemaigirements for the issuance of drilling pernfsr inability to meet any such
requirements could have a material adverse effeciun exploration or development activities.

Drilling for and producing natural gas and oil ardigh-risk activities with many uncertainties that couladversely affect our business,
financial condition or results of operations

Our future success depends on the success of plaration, development and potential productionvéteds in each of our prospects.
These activities are subject to numerous risks ey control, including the risk that we will rfimd any commercially productive natural
gas or oil reservoirs. Our decisions to purchasgloee, develop or otherwise exploit prospectsropprties will depend in part on the
evaluation of data obtained through geophysicalgealogical analyses, production data and engingetudies, the results of which are often
inconclusive or subject to varying interpretatiofe cost of drilling, completing and operating lwé$ often uncertain before drilling
commences. Overruns in budgeted expenditures anenoa risks that can make a particular project ufifatge. Further, many factors may
curtail, delay or prevent drilling operations, inding:

. unexpected drilling condition:

. pressure or irregularities in geological formatic

. equipment failures or acciden

. pipeline and processing interruptions or unavditgbi

. title problems:

. adverse weather conditior

. lack of market demand for natural gas and

. delays imposed by, or resulting from, compliancéhwenvironmental and other regulatory requiremeantst

. declines in natural gas and oil pric

Our future drilling activities might not be succkgsand drilling success rates overall or withipaxticular area could decline. We could

incur losses by drilling unproductive wells. Shatwells, curtailed production and other produciiaierruptions may materially adversely
affect our business, financial condition and ressaftoperations.

Competition in the oil and gas industry is intensgnd many of our competitors have greater finangiggéchnological and other resources
than we do, which may adversely affect our abilibycompete.

We operate in the highly competitive areas of nd gas exploration, development and acquisitioh wisubstantial number of other
companies, including U.S.-based and foreign congsadiding business in each of the countries in wivieloperate. We face intense
competition from independent, technology-driven pamies as well as from both major and other indégehoil and gas companies in each of
the following areas:

. seeking oil and gas exploration licenses and prigluticenses

. acquiring desirable producing properties or newsdsdor future exploratiol

. marketing natural gas and oil production, to thieeeiwe discover reserve

. integrating new technologies; a

. acquiring the equipment and expertise necessatguelop and operate properti

Many of our competitors have substantially grefiteincial, managerial, technological and other veses than we do. These companies
are able to pay more for exploratory prospects,@oductive oil and gas properties and prospeets tte can. To the extent competitors are
able to pay more for properties than we are payirgwill be at a competitive disadvantage. Furtheany of our competitors enjoy
technological advantages over us and may be alifegiement new technologies more rapidly than we €ur ability to explore for natural

gas and oil prospects and to acquire additiongigntces in the future will depend upon our abitiysuccessfully conduct operations,
implement advanced technologies, evaluate andtsaiéable properties and consummate transactiottgs highly competitive environment.
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Political instability or fundamental changes in thieadership or in the structure of the governmeritsthe jurisdictions in which we operat
could have a material negative impact on us.

Our interests may be affected by political and eooic upheavals. Local, regional and world eventdatcause the jurisdictions in which
we operate to change the petroleum laws, tax lBomsign investment laws, or to revise their policie a manner that renders our current and
future projects unprofitable. Further, the governtaén the jurisdictions in which we operate codétide to nationalize the oil and gas indu
or impose restrictions and penalties on foreign-eavantities, which could render our projects unipabfe or could prevent us from selling our
assets or operating our business. The occurrerameyasuch fundamental change could have a matehiarse effect on our business, financial
condition and results of operations.

We may not be able to complete the exploration aedelopment of any, or a significant portion of,dtoil and gas interests covered by our
leases or licenses before they expire.

Each license or lease under which we operate fiaschterm. We may be unable to complete our exgtion and development efforts
prior to the expiration of licenses or leases.faito obtain government approval for a licenskease, an extension of the license or lease, be
granted a new exploration license or lease ordHeré to obtain a license or lease covering ai@efitly large area would prevent or limit us
from continuing to explore and develop a significgortion of the oil and gas interests coveredhgylicense or lease. The determination of the
amount of acreage to be covered by the produdtiendes is in the discretion of the respective gavents.

We are subject to complex laws and regulations linting environmental regulations, which can haveraaterial adverse effect on our cost,
manner or feasibility of doing business.

Exploration for and exploitation, production andesaf oil and gas in each country in which we opeis subject to extensive national
local laws and regulations, including complex taw$ and environmental laws and regulations, andimegjvarious permits and approvals fr
various governmental agencies. If these permitmaréssued or unfavorable restrictions or condgiare imposed on our drilling activities, we
might not be able to conduct our operations asr@dnAlternatively, failure to comply with thesevieand regulations, including the
requirements of any permits, might result in thepgmsion or termination of operations and subjetbpenalties. Our costs to comply with
these numerous laws, regulations and permits gnéfisant. Further, these laws and regulations@ahlange in ways that substantially incre
our costs and associated liabilities. Existing lawsegulations, as currently interpreted or rejteted in the future, or future laws or
regulations may harm our business, results of dipasaand financial condition.

We do not plan to insure against all potential opging risks. We might incur substantial losses frorend be subject to substantial liability
claims for, uninsured or underinsured risks related our natural gas and oil operations.

We do not intend to insure against all risks. Catural gas and oil exploration and future productativities will be subject to hazards
and risks associated with drilling for, producimgldransporting natural gas and oil, and any adehiésks can cause substantial losses resulting
from:

. environmental hazards, such as uncontrollable flofvsatural gas, oil, brine, well fluids, toxic gasother pollution into th
environment, including groundwater and shorelinetamination,;

. abnormally pressured formatior

. mechanical difficulties, such as stuck oil fieldlldrg, and service tools and casing collag

. fires and explosion:

. personal injuries and deat

. regulatory investigations and penalties; .

. natural disaster:

We might elect not to obtain insurance if we badi¢ivat the cost of available insurance is excessiative to the risks presented. In
addition, pollution and environmental risks genlgrate not fully insurable. Losses and liabilitea$sing from uninsured and underinsured

events or in amounts in excess of existing inswwamverage could have a material adverse effeotiobusiness, financial condition or results
of operations.
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We might not be able to identify liabilities assatéd with properties or obtain protection from saif against them, which could cause us to
incur losses.

Our review and evaluation of prospects and futgrusitions might not necessarily reveal all exigtor potential problems. For exam|
inspections may not always be performed on evety, eaed environmental problems, such as groundwaiatamination, may not be readily
identified even when an inspection is undertakemenBvhen problems are identified, a seller mayreilling or unable to provide effective
contractual protection against all or part of thpeablems, and we often assume environmental dret oisks and liabilities in connection with
the acquired properties.

We are subject to operating hazards.

The oil and gas business involves a variety of afirey risks, including the risk of fire, explosidsipwout, pipe failure, casing collapse,
stuck tools, abnormally pressured formations andrenmental hazards such as oil spills, gas lepiggline ruptures and discharges of toxic
gases, the occurrence of any of which could résidtibstantial losses to us due to injury and tdsse, loss of or damage to well bores and/or
drilling or production equipment, costs of overcagndownhole problems, severe damage to and destmaftproperty, natural resources and
equipment, pollution and other environmental damalgan-up responsibilities, regulatory investigatand penalties and suspension of
operations. Gathering systems and processingtfasilire subject to many of the same hazards andignificant problems related to those
facilities could adversely affect our ability to rkat our production.

The interests of our controlling shareholder may nooincide with yours and such controlling sharetd®#r may make decisions with which
you may disagree

As of March 31, 2009, N. Malone Mitchell4 chairman of our board of directors, beneficiailyned 64.6% of our outstanding comn
shares. As a result, Mr. Mitchell controls substdlyt all matters requiring shareholder approvagliding the election of directors and apprt
of significant corporate transactions. In additithis concentration of ownership may delay or préaechange in control of the Company and
make some future transactions more difficult or dsgible without the support of Mr. Mitchell. Theerests of Mr. Mitchell may not coincide
with our interests or the interests of other shaladrs. Accordingly, Mr. Mitchell could cause usdeter into transactions or agreements that
our shareholders would not approve or make de@sidth which our shareholders may disagree.

We depend on a limited number of key personnel wiauld be difficult to replace.

We depend on the performance of Mr. Mitchell, Séhtt arsen, President, and Matthew McCann, Chiefchtive Officer. The loss of
any of Messrs. Mitchell, Larsen or McCann couldatagly impact our ability to execute our strate@fe do not maintain key person life
insurance policies on Messrs. Mitchell or McCann.
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U.S. shareholders who hold common shares duringeaipd when we are classified as a passive foreigveilstment company may be subject
to certain adverse U.S. federal income tax consetpes.

Management believes that we are not currently siya$oreign investment company. However, we mayehzeen a passive foreign
investment company during one or more of our pia@able years. In general, our classification passive foreign investment company dui
a period when a U.S. shareholder holds common sltardd result in certain adverse U.S. federalrime¢ax consequences to such
shareholder.

Certain U.S. shareholders who hold common sharesidg a period when we are classified as a contrdllreign corporation may be
subject to certain adverse U.S. federal income tabes.

Management believes that we currently are a cdattdbreign corporation for U.S. federal income paxposes. Consequently, a U.S.
shareholder that owns 10% or more of the total édoetbvoting power of all classes of our sharestledtio vote on the last day of our taxable
year may be subject to certain adverse U.S. fedmraime tax rules with respect to its investmerthm Company

Our retained net profits interest on Oil Mining Lense 109 may not yield any revenue to us.

In June 2005, we sold our interest in Oil Miningémnse 109, a 215,000 acre concession located offdligeria (“OML 109”), and
retained a net profits interest of up to $16 milllmased on future exploration success. Absent adismsevery on OML 109 by the new owner,
the retained net profits interest will not yieldyanrevenue to us.

ltem 2. Properties.
Turkey

General. In June 2006, we were awarded three onshore o licenses in southeastern Turkey. The tHoems$es together cover a
total of 660 square kilometers (162,762 acres)expire in May 2010. These licenses were awarder tsased on our commitment to perform
certain work programs for each of the respectieagarWe are currently the operator of one of tenbes, Block 4175. Following a commer
discovery, each exploration license can be congéde production lease which bears a 12.5% royAltgitional commitments to shoot
seismic or drill wells will be contingent on thestdts from the initial work programs.

Two of the licenses, Block 4173 and Block 4174,lacated near Bismil on the Tigris River. Our priméarget is an under explored
Palaeozoic play at a depth of approximately 9,&@Q.fThe work program involves conducting geochahstudies and reprocessing existing
2D seismic data, and based on these results atai®® seismic may be shot or a well drilled. Inrbta2008, we farmed out 75% of our
working interest in Blocks 4173 and 4174 to areoil gas exploration company with operations in @yrkn exchange for a 75% interest in
exploration licenses, the Turkish company agreattitban exploration well at its cost before thedeof 2008 to test the Bedinan Ordivician
formation (approximately 3,700 meters) on one eflibenses. We will retain a 25% interest and dicarried through the costs of testing the
well. That well has now been drilled. Shortly aféercountering the target formation, the well entered mechanical difficulties and was
abandoned. In addition, the Turkish company pal&D$100 to us to pay for the reprocessing of 2Dnsigi®ver the licenses and completing
ongoing geochemical studies. The Turkish compasy lécame the operator of Blocks 4173 and 4174.

The third license, Block 4175, is located near €&lpout 60 kilometers from the Iraq border. Thgedais a deep sutbwust play similar t
the major Iragi and Iranian Zagros fields to thetioWe plan to conduct an initial work prograndetailed fieldwork and geochemical
analysis. We agreed to a farmout of this liceng®dtober 2007, and in February 2008 the holdehefaption on Block 4175 determined not to
exercise the option. We plan to carry on with danped geochemical sampling and analysis, andeifiitst quarter of 2009 we completed a
105 kilometers 2D seismic shoot over the license.

In July 2007, we were awarded three additional oreslexploration licenses, Blocks 4268, 4269 and42ll of which are in southeaste
Turkey on the border with Iraq. The three new leEscover a total of 1,354 square kilometers (IBiz@res) and expire in June 2011. Upon a
commercial discovery, each exploration license @dnd converted to a 20-year production lease wiéehs a 12.5% royalty. These additional
licenses will also involve a work program, inclugitechnical studies, reprocessing of data and mgaitit plans for drilling wells. We are the
operator and 100% working interest owner of thesmnkes.

In September 2008, we agreed with Incrementalrofa to Incremental’s License 4262, covering 18aag kilometers (3,052 acres) in
southeastern Turkey. The agreement has been appbgube GDPA. In exchange for a 60% working indereve agreed to drill one
exploration well on the Atesler prospect located.amense 4262 to a depth of approximately 3,200emst10,500 feet). We built roads and a
wellsite and
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began the drilling of the Atesler well in the fduquarter of 2008 with a contracted drilling rigeMthoved one of our rigs to the location to drill
the remainder of the well and expect to complegevikll in the second quarter of 2009. By drillitgstwell, we will also earn an undivided
75% working interest in four additional licensesmad by Incremental covering 1,863 square kilome$6,321 acres) located south of
License 4262. Our participation in these licensas wonditioned upon extension of their terms byGB¥?A based upon the GDPA's
acceptance of a work program for the extensiorogeifhe GDPA approved our participation in thernises and approved us becoming the
operator of License 4262. Subject to the GDPA’'sapal, we will become the operator of the otherfileenses.

In December 2008, we entered into a lease agredioreauh equipment yard near Dyarbakir, Turkey amgged tubulars, drilling
equipment and supplies in to Turkey in supportwfmanned drilling activities. We expect to spemproximately $3.0 million in 2009 and
2010 carrying out drilling and other explorationigities on our Turkish properties.

There are no reserves associated with our Turkispepties as of December 31, 2008.

Commercial Terms. Turkey’s fiscal regime for oil and gas licensepiesently comprised of royalties and income Royalties are at
12.5% and the corporate income tax is at a raB®®. The licenses have a four-year term but dftethird year, a payment in the form of a
bond must be made to extend the license if no nelvhas been drilled prior to that date. The awardur licenses in Turkey was based upt
work program that involves geological and geoplsisicork, seismic reprocessing and interpretatiath @ntingent shooting of seismic and
drilling of wells.

Licensing Regime. The licensing process in Turkey for oil and gasaessions occurs in three stages: permit, liceanddease. Under a
permit, the government grants the non-exclusivietrig conduct a geological investigation over aggail he size of the area and the term of the
permit are subject to the discretion of the GDR¥, agency responsible for the regulation of oil gas activities under the Ministry of Energy
and Natural Resources in Turkey.

A license grants exclusive rights over an aredtferexploration for petroleum. A license has a tefrfour years and requires drilling
activities in the third year, but this obligatioraynbe deferred into the fourth year by posting mdbdo single company may own more than
eight licenses within a district. Rentals are doeually based on the hectares under the license.

Once a discovery is made, the license holder appdieovert the area, not to exceed 25,000 hectaredease. Under a lease, the lessee
may produce oil and gas. The term of a lease i2@grears. Annual rentals are due based on thafesatomprising the lease.

Morocco

General. In June 2005, we were awarded the Guercif - Benissen reconnaissance license covering 13,750eskjl@mmeters (3.4
million acres) in northeastern Morocco. Effectiamudary 2, 2008, we converted a portion of our Gie®eni Znassen reconnaissance license
into two exploration permits covering a total o833 square kilometers (962,000 acres) in the Guarea in northeastern Morocco, pursuar
a petroleum agreement with the national oil compafriylorocco, Office of National des Hydrocarburésles Mines (“ONHYM”).The Guerci
exploration permits are for an eight-year termdid into three periods, each with a defined wodgpam. Under the initial three-year work
program, we have re-entered, logged and testebl8i2-1 well, a well previously drilled in the areahich we completed in the fourth quarter
of 2008. The results from the operation were unsssftil, and we are in the process of plugging &adoning the well. We were required to
acquire 300 kilometers of 2D seismic and reproeaskreinterpret an aerogravity and magnetic suiv@09. We have applied to ONHYM to
change the seismic obligation to a drilling obligat

Pursuant to a participation agreement between@)3Stratic Energy Corporation (“Stratic”) (20%)aSphere Petroleum QSC
(“Sphere”) (50%), Sphere agreed to bear the eatist of the initial three-year work program to eisrb0% interest in the two Guercif
exploration permits. In addition, Sphere postedrétriired bank guarantee for the initial work peogrwith the Moroccan government and
agreed to reimburse us and Stratic for our resgebiack costs. In April 2008, Sphere assignedfatsdanterests in the Guercif participation
agreement to Longe in exchange for Longe’s assomioti all of Spheres obligations under those agreements. We acquivedd.in Decemb
2008. As a result, we are the operator and 80% iwgrwner of the Guercif exploration permits.

In May 2006, we were awarded the Tselfat exgglon permit pursuant to a petroleum agreement @XHYM covering 900 square
kilometers (222,345 acres) in northern Moroccolféséas three fields, Haricha, Brou Draa and TEdethat produced from the early 1920s to
1970s, with limited production continuing into th@90s. All of the wells are presently abandonece Tbelfat permit provides several
opportunities including redevelopment of the erigtiields, extensions of known productive horizansl exploration of higher impact target
depth. Since the award of the Tselfat exploratienmgt, we have been collecting, collating, digitigiand reviewing all of the existing well,
production, seismic and other data. We have repsszksome of the 2D seismic that exists over thekbln addition, we shot a 175 square
kilometer 3D seismic survey over the Brou Draa Hadcha fields, which was completed in the secomarter of 2008. We plan on drilling an
exploratory well to evaluate untested Jurassic &ions in a sulthrust structure on the Tselfat permit in 2009 .té\¢he existing fields, we ha
initiated an engineering study over the Harichldfte determine the original resources in plactege historical production and determine
recoverable resources that remain. We plan toghileral wells in the Haricha field in the secoatf bf 2009.
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In August 2007, we reached an agreement to far&@it of our interest in the Tselfat exploration pienm Sphere. In exchange for an
option to acquire 50% of our interest in the Tdgbrmit, Sphere agreed to fund the costs to aeq@u8D seismic survey over the Haricha field
and northern portion of the Bou Draa field and ftimel cost of additional geological studies. Upom ¢lercise of its option, Sphere agreed to
fund the drilling and testing of an exploratory aaid replace our bank guarantee deposited witivitn®ccan government. In April 2008,
Sphere assigned all of its interests in the Tsédfambout and option agreement to Longe in exchdogkeonge’s assumption of all of Sphere’s
obligations under those agreements. We acquiredé.anDecember 2008. As a result, we have a 100%imginterest and operate the Tse
permit.

In July 2008, we agreed to farm-in to the OuezZaissa and Asilah exploration permits held by Diri@ctorthern Morocco. The Direct
exploration permits cover seven blocks with a corabliarea of 12,287 square kilometers (3,036,06%addnder the farm-in agreement, we
will earn a 50% interest in the Ouezzane-Tissassithh exploration permits by carrying Direct fdd@% of the costs of drilling three wells on
the Ouezzane-Tissa and Asilah permits. If one etlinee wells is a commercial success, as defimétkei farm-in agreement, then we would
carry Direct in the drilling of a fourth well. Lofgllow has posted a $25.0 million guaranty of obligations under the farm-in agreement with
Direct. We became the operator of the OuezzaneEind Asilah exploration permits after receivinggmment approval. In the fourth quarter
of 2008, we built a wellsite for our planned fivgell on the Ouezzane-Tissa exploration permit aeghln a 2D seismic shoot over a portion of
the Asilah exploration permit.

During 2008 we leased an equipment yard and shippedirilling rig, tubulars and supplies into Mozodn support of our planned
drilling activities. We shipped a second drillirig to Morocco in the first quarter of 2009. We egpi® spend approximately $13.2 million in
2009 and 2010 carrying out drilling and other exglimn activities on our Moroccan properties.

There are no reserves associated with our Moroggperties as of December 31, 2008.

Commercial Terms. Pursuant to a Petroleum Agreement (and the coimpassociation Contract) dated May 18, 2006 witiHY' M
for the Tselfat exploration permit, we committedatavork program during the initial three-year pdribat involved shooting a 3D seismic
survey over an area of at least 50 square kilometdrich we completed in the fourth quarter of 2008 work program also requires us to
drill a well to a depth exceeding 2,000 meters.Wsted a $3.0 million bank guarantee in suppott®eforogram, of which $2.0 million has
been returned to us.

Pursuant to a Petroleum Agreement (and the compakgsociation Contract) dated November 2, 2007 @iNHYM for the Guercif
exploration permits, we committed to a work progrduming the initial three-year period that involvedentering, logging and testing a well
previously drilled in the area, which we have costgdl. The work program also requires us to acdifekilometers of 2D seismic and
reprocess and reinterpret an aerogravity and magsetvey. We have applied to ONHYM to change thieraic obligation to a drilling
obligation. Sphere posted a $2 million bank guaaim support of the program, which was replacetidnge in April 2008.

During the exploration phase of each exploratiomnite we and our partners will operate and bea4@® the costs to earn a 75%
interest. Our interests are subject to the 25%ésteheld by ONHYM, which is carried by us and partners during the exploration phase, all
of which is governed by the applicable Petroleune&gent. ONHYM pays its share of costs in the dgwekent phase. Once a discovery is
made, the area covered by the discovery is corv@rte an exploitation concession, which is govdrhg the applicable Association Contract.
Under an exploitation concession, we and our pest(#¥s%) and ONHYM (25%) will each pay our respeethare of costs. Upon conversion
to an exploitation
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concession, we will pay a discovery bonus to ONH¥d when certain sustained daily production leaedsreached, we will pay one-time
production bonuses. At Tselfat, Ouezzane-Tissafaildh, the discovery bonus at conversion is $500&nd the one-time production bonuses
are as follows: 15,000 Bbls/d - $750,000; 25,00G8b- $1 million; 35,000 Bbls/d - $2 million an® 00 Bbls/d - $3 million. At Guercif, the
discovery bonus at conversion is $500,000 and tieetione production bonuses are as follows: 10,008/8 - $500,000; 20,000 Bbls/d -
$750,000; 30,000 Bbls/d - $1 million and 50,000€tl- $3 million. These production bonuses are digole and are treated as development
costs for Moroccan tax purposes. There is a tentgaeholiday on revenues from petroleum produciommencing in the year in which
production begins. After ten years, the corporaterate is 30%. Oil and gas exploration activities exempt from both value added tax and
customs duties.

The royalty paid to the Moroccan government forhame production is 10% on oil and 5% on gas. Initaatd the first approximately 2.1
Mmbbl of oil production and the first approximatdly Bcf of gas production are exempt from royalyice an area is converted into an
exploitation concession, we are required to payahsurface rentals of $2.85 per acre.

Licensing Regime. The licensing process in Morocco for oil and gascessions occurs in three stages: reconnaisegose,
exploration permit and then exploitation concession

Under a reconnaissance license, the governmentsgeaploration rights for a one-year term to conidigismic and other exploratory
activities (but not drilling). The size may be véayge and generally is unexplored or under-explofde reconnaissance license may be
extended for up to one additional year. Interestien a reconnaissance license are not transfefiierecipient of a reconnaissance license
commits to a work program and posts a bank guagdntthe amount of the estimated cost for the egrAt the end of the term of the
reconnaissance license, the license holder muggrdge one or more areas for conversion to an exm permit or relinquish all rights.

An exploration permit, which is codified in a pédom agreement with ONHYM, is for a term of up tghe¢ years and covers an area not
to exceed 2,000 square kilometers. Under an exporpermit, exploration and appraisal studies eperations are undertaken in order to
establish the existence of oil and gas in commiyaaploitable quantities. This generally entalig drilling of exploration wells to establish
the presence of oil and/or gas and such additmpalaisal wells as may be necessary to determinkntiits and the productive capacity of a
hydrocarbon deposit to determine whether or ngotéorward to develop and produce the prospect.€ldiet-year term under an exploration
permit is divided into three separate terms ofy&8rs each. A distinct work program is negotiatacebich separate term and the oil company
then must post a bank guarantee to cover the €disé evork program for that term. The interestsemah exploration permit are 75% to the oil
company and 25% to ONHYM. Interests under an eapion permit are transferable. However, 100% ofdbsts of all activities under an
exploration permit are borne by the oil company.

An exploitation concession is applied for upondiseovery of a commercially exploitable field. Té@ncession size corresponds to the
area of the commercial discovery. The maximum damatf an exploitation concession is 25 years. Qartexploitation concession becomes
effective, then the costs incurred for the develeptof the field are to be funded by the partiegrizportion to their respective percentage
interests (75% oil company, 25% ONHYM). The oil quany serves as operator. The oil company and ONHYiMdr into an association
contract (similar to a joint operating agreemeatydvern operations on the concession. Interestsrian exploitation concession are
transferable. All production is sold at market pscA bonus (the amount of which is negotiatethatime of negotiation of a petroleum
agreement) is paid to the government by the oilgamy upon conversion to an exploitation concessiad,additional production bonuses are
also paid when certain production levels from thgl@tation concession are achieved. The levelsrofluction and the amount of production
bonuses are negotiated as part of a petroleumragrae

Romania

General. In February 2006, we were awarded three onshmduption licenses in Romania. The Izvoru, Vanaamd Marsa licenses
cover about 5 square kilometers, (1,200 acrespdreckilometers (780 acres) and 1 square kilon{@88 acres), respectively. The fields on
licenses were discovered by the former Romaniaiomeltoil company and are all located within 10kieters of Romania’s capital,
Bucharest. The licenses were awarded to us baseday commitment to perform certain work programnseach of the respective fields over
the next three years, including shooting seismitarilling or re-entering wells. There is no cutrenoduction from any of the fields. We are
the operator and 100% working interest owner offigdds. We entered into petroleum agreements thighRomanian government covering
each license, which were finalized in Septembef728@d expire in August 2010.
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The initial work program will include the drillingf two new wells in the Izvoru field. We shot a &fuare kilometer 3D seismic survey
over the Izvoru Field in late 2006. The seismiahsswere merged with engineering studies to preddield development plan. We shot a 2D
seismic survey over both Vanatori and Marsa figidate 2006. The seismic results will be mergethwigineering studies to provide a field
development plan.

During 2008, we built locations for two wells thag plan to drill on the Izvoru license in 2009, amel plan on drilling one well on the
Vanatori license in 2009.

In September 2008, we agreed to farm-in to StediBud Craiova Block E 11I-7, covering 6,070 squkilemeters (1.5 million acres) in
western Romania. The agreement is subject to cdimplef formal documentation and approval by NAMR exchange for a 50% working
interest, we agreed to drill three exploration welh the Sud Craiova license, each to a depthprbajpmately 1,000 meters (3,280 feet).

During 2008, we leased an equipment yard and stipgmulars and drilling equipment and suppliesuomroperties in Romania in
support of our planned drilling activities. We egp® spend approximately $10.7 million in 2009 &0d.0 carrying out drilling and other
exploration activities on our Romanian properties.

There are no reserves associated with our Romanéperties as of December 31, 2008.

Commercial Terms.Romanias current petroleum laws provide a framework faestment and operation that allows foreign investo
retain the proceeds from the sale of petroleumuymtion. The fiscal regime is comprised of royaltiescise tax and income tax. Two forms of
royalty are payable as:

. A percentage of the value of gross production &iald basis, such percentage being fixed on argjidicale depending on
production levels. The production royalty rate garbetween 3.5% to 13.5% for crude oil and betv@8ério 13% for natural gas
production; anc

. A fixed percentage of the gross income obtainethftioe transportation and transit of petroleum tgtothe national pipeline systi
and from petroleum operations carried out throuigteaminals belonging to the state. The royaltieria currently fixed at 5%

The license holder pays Romanian corporate incamebut enjoys a one-year income tax holiday fromfitrst day of production.
Corporate income tax is assessed at a rate of AB%osts incurred in connection with exploratiatevelopment and production operations are
deductible for corporate income tax purposes. Exdigy is payable on crude oil and natural gaketate of 4 Euro per ton of crude oil and
7.4 Euro per 1,000 cubic meters of natural gasigéxax is not payable on crude oil or naturaldglévered as royalty to the Romanian
government, or on quantities directly exported.iéa® companies which remit dividends outside ofrfRaia are subject to a dividend
withholding tax at between 10% to 15%, dependinghenproportion of the capital owned by the recipi®&o customs duty is payable on the
export of petroleum, nor is customs duty payabléhenmport of material necessary for the conddigtedroleum operations. There is also a
19% value added tax. Oil is priced at market whds is tied to a bundle pricing based in part enitttipport price and in part on the domestic
price.

Licensing Regime.The Ministry of Industry and Resources of Romarda fesponsibility for petroleum policy and stratel§AMR was
set up in 1993 to administer and regulate petroleparations. When licenses are to be made availsiMR publishes a list of available
blocks for concession in the Official Gazette. kgmeand Romanian companies must register theiréatdy a specified date and must submit
applications by an application deadline. Applicaars required to prove their financial capacitghtd@cal expertise and other requirements as
required by NAMR. The licensing rounds are compagiaind the winning bid is based on a scoring syste

NAMR negotiates the terms of agreements grantiaditlenses with the winning licensee and the lieeagreement is then submitted to
the Romanian government for its approval. The dagovernment approval is the effective date oflitense. Blocks which fail to attract a
prescribed level of bids are re-offered in a subsaglicensing round. NAMR may issue a prospeqgiegnit or a petroleum concession. A
prospecting permit is for the conduct of geologitapping, magnetometry, gravimetry, seismology cgemistry, remote sensing and drilling
of wildcat wells in order to determine the gengrablogical conditions favoring petroleum accumulasgi. A petroleum concession provides
exclusive rights to conduct petroleum exploratiod @aroduction under a petroleum agreement.
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United States

In Oklahoma, we leased two properties, one in De@eynty (128 net acres) and one in McClain Coud$/r(et acres). We participated
for a 20% non-operated working interest in a welletl on the Dewey County property at the end @& that is currently producing a small
amount of oil and natural gas. The McClain Countyperty is currently the subject of a declaratarygment action that we filed to declare
prior leases lapsed due to lack of production. Weeet the case to be tried in the third quarte2Gif9. The McClain County property and the
outcome of the litigation are not material to use YWan to resolve the title issues prior to devielgpr selling the McClain County property.

There are no reserves associated with either ekétheoperties as of December 31, 2008.

Nigeria

We originally acquired an interest in the OML 1d8hore Nigerian concession in 1992. We drilledhbifite discovery well and the first
appraisal well in the Ejulebe field on OML 109 894 and 1995, respectively. In June 2005, we satdBahamian subsidiary which owned
interest in OML 109. As part of the transaction, weeived cash payments of $780,000 and will recdeferred payments of up to a maxim
of $16 million based on the success of the futapagation and development on the concession. Viétpansaction costs of $220,000
(including legal, consulting and other dealated costs) and, in addition, agreed to payraubdo our President for his efforts in completinig
transaction equivalent to 3.75% of the deferrechpants, if and when received, up to a maximum of0$800. We do not expect to receive any
deferred payments.

In addition, out of the $2.5 million reserved byassan abandonment fund, $1.8 million was depogitedan escrow fund to address any
liabilities and claims relating to our prior opeoats in Nigeria, and in 2007 approximately $720,0&3 returned to us. As of December 31,
2008, the balance of the escrow fund was $240,008 remaining potential liability to us is for taxewed for the period January through June
2005, and we expect the remaining escrow amoume gufficient to cover any potential tax liabilgie

Property and Equipment

The following table sets forth the capitalized sastder the full cost method for oil and gas proesras of December 31, 2008 and 2007
(in thousands):

December 31
2008 2007
Oil and gas properties, unprov
Morocco $ 8,00 $ —
Romania 1,974 1,572
Turkey 1,227 —

$11,20¢  $1,57:

None of the oil and gas properties are revenueymiad at this time and therefore no depletion feentrecorded. Uncertainties
affect the recoverability of these costs as thevery of the costs outlined above are dependent thep Company obtaining
government approvals, obtaining and maintainingriges in good standing and achieving commerciayatton or sale.

The historical cost of other property and equipmpresented on a gross basis with accumulated defion as of December 31, 2008
and 2007 is summarized as follows (in thousands):

December 31,

2008 2007
Drilling rigs, tubulars and equipme $40,217 $—
Vehicles 301 —
Office equipment and furnitui 366 @ —
Total cost $40,88¢ $—
Accumulated depreciatic 53 —
Net other property and equipme $40,83:  $—
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Estimated Reserves of Crude Oil and Natural Gas

As a Canadian issuer, we are required under Caméadiato comply with National Instrument 51-101 d8tlards of Disclosure for Oil
and Gas Activities” (“NI 51-101") implemented byettmembers of the Canadian Securities Administratoadl of our reserves related
disclosures. Under NI 51-101, proved reservestargetreserves that can be estimated with a higtedeg certainty to be recoverable.
Reported proved reserves should target, underdfispget of economic conditions, at least a 90%bability that the quantities of oil and
natural gas actually recovered will equal or excisedestimated proved reserves.

In the United States, we are required to disclosgqu reserves using the standards contained im &RuD(a) of the United States
Securities and Exchange Commission’s (“SEC”) RetgpriaS-X.

The crude oil and natural gas industry commonhliap conversion factor to production and estimg@i®ved reserve volumes of
natural gas in order to determine an “all commodiuivalency” referred to as barrels of oil equévdl(“Boe”). The conversion factor we have
applied in this Annual Report on Form 10-K is theerent convention used by many oil and gas comganmibere six thousand cubic feet
(“Mcf”) of natural gas is equal to one barrel (“Bbbf oil. The Boe conversion ratio we use is basadan energy equivalency conversion
method primarily applicable at the burner tip. lymot represent a value equivalency at the weldllzea may be misleading, particularly if
used in isolation.
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At December 31, 2008, we had no oil and gas reseamd no related future net revenue. We have aoperated 20% working interest in
one well on our Dewey County property in Oklahomrad no reserves are attributed to that propertg any of our international properties.
of our oil and gas properties are onshore.
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Productive Wells. The following table sets forth the number of proiive wells in which we held a working interestadiecember 31,
2008:

Qil Natural Gas
Gross® Net @) Gross® Net @
United States
Producing 0 0 1 0.2
Non-producing 0 0 0 0

(1) “Gross Wells” are the wells in which we holdvarking interest (operating or non-operating). “Né¢lls” are the Gross Wells multiplied
by our working interest percentage (operating m-operating)

We hold 640 gross developed acres and 128 netajmetlacres in Dewey County, Oklahoma associatddawit only productive well.

Production . The following table sets forth our net productafroil (in Bbls) and natural gas (in Mcf), aftesyoment of royalties, as of
December 31, 2008, 2007 and 2006 :

Net Production

Year oil Natural Gas
United States

2008 863 2,02¢
2007 6,07¢ 41,40¢
2006 8,97t 129,86°

(1) “Oil” volumes include condensate (light oil) and mediuode oil.

The following table sets forth certain informatiornrespect of production, product prices receivegalties, production costs and netbe
received by us for each quarter of our most regertinpleted financial year:

Three Months Endec Three Months Endec Three Months Endec Three Months Endec
March 31, 2008 June 30, 2008 September 30, 2008 December 31, 2008

United States
Average Daily Production
Light & Medium Oil (Bbl/d) 2.1C 3.0C 2.51 1.8¢
Natural Gas (Mcf/d 5.2 5.84 5.77 5.34
Average Prices Receive
Light & Medium Oil ($/Bbl) 96.6°¢ 122.1¢ 112.9:¢ 54.9¢
Natural Gas ($/Mcf 11.62 13.9¢ 13.3¢ 7.5%
Royalties
Light & Medium Oil ($/Bbl) 203.37 365.9¢ 283.6¢ 100.4¢
Natural Gas ($/Mcf 60.7: 81.6¢ 77.0t 40.2¢
Production Costs
Light & Medium Oil ($/Bbl) 262.5¢ 136.1% 706.9¢ (483.3)
Natural Gas ($/Mcf 78.31 30.2¢ 191.9:¢ (193.7)
Netback Receivec
Light & Medium Oil ($/Bbl) (59.29) 229.7¢ (423.2)) 583.7¢
Natural Gas ($/Mcf (17.59 51.3¢ (114.89 233.9¢
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Drilling Activity . The following table sets forth the number of welle drilled for the years ended December 31, 20087 and 2006:

Development Wells(1) Exploratory Wells
Productive Dry Productive Dry
United States
2008 0 0 0 0
2007 0 1 0 0
2006 1 0 0 0
Notes:

(1) We owned a 100% working interest in each of theskiswAs a result, net wells and gross wells aessitime

Current Drilling Activity . As of March 31, 2009, we have commenced drilbng exploratory well (gross) and 0.6 exploratoryl we
(net) on License 4262 in Turkey. The well is plashite@ reach a depth of 3,200 meters (10,000 feet).

Costs Incurred. The following table summarizes the capital expamdg made by us on oil and natural gas propeuiethé year ended
December 31, 2008 (in thousands).

Property Acquisition Exploration Developmen
Costs Costs Costs
Unproved Properties
Turkey $ — $ 917 $ 1,22]
Morocco — 2,213 8,00
Romania — 69¢ 40z
Other and unallocate 1,35(C —

Undeveloped AcreageThe following table sets forth our undeveloped laodition as of December 31, 2008:

Undeveloped

(acres)
Gross(®) Net @
Morocco 4,220,41. 2,509,97!
Romania 2,16¢ 2,16¢
Turkey 965,75 765,61¢
Total 5,188,33. 3,277,76.

Notes:
(1) “Gros¢ means the total number of acres in which we hawver&ing interest
(2) “Net” means the sum of the products obtained by multiglyhe number of gross acres by our percentageingpitterest thereir
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Abandonment and Reclamation CostsWe sold our interests in the Jarvis Dome propemty South Gillock property (consisting of the
South Gillock and State Kohfeldt Units) in Texagdotober and November 2007, respectively, and thoB Couba property in Louisiana in
December 2006. We have no further liability for mb@hment or reclamation costs for those properteshave reserved $14,000 for estimi
abandonment and reclamation costs regarding oupaicing well in Oklahoma, in which we own a 16& revenue interest.

Recent Developmentsin the fourth quarter of 2008, we announced oweritibn to make an all cash takeover offer througdn$Atlantic
Australia to acquire all of the outstanding sharecremental, an Australian oil and gas explamtnd production company with oil and gas
assets and operations in Turkey and the Unite@$§tatcluding a significant base of crude oil prctéhn in Turkey. TransAtlantic Australia’s
offer for the Incremental shares closed on Marc2089, at which time TransAtlantic Australia owrm@chad received acceptances for
approximately 96% of the Incremental shares, anéxpect to acquire all remaining outstanding shardgpril 2009. The acquisition of
Incremental will expand our rig fleet from fourdeven rigs and increase our workforce of highhitjed field staff, engineers, and geologists
in Turkey, one of our target countries. Increméstabrtfolio consists of the producing Selmo odlfl, the Edirne gas field and additional
exploration acreage in Turkey, and three prospedtse United States. As a result, following contiple of the Incremental acquisition, we
anticipate that we will have production from ceamtaf these properties in 2009, as well as resek¥eshave engaged an independent qualified
reserves evaluator to carry out an evaluation vefipect to certain of Incremental’s propertiescooadance with both the standards set out in
the Canadian Oil and Gas Evaluation Handbook amsktlicontained in Rule 4-10(a) of SEC Regulatiot 8v¥e entered into a credit agreem
with Dalea for the purpose of funding the Increnaéatquisition and related transaction costs. Aglafch 31, 2009, we borrowed $59.0 under
the credit agreement. We expect to borrow an amditi$4.0 million in order to complete the Increr@acquisition in April 2009 and to pay
for related transaction costs. We have reachedtatiee agreement with Dalea to amend the Daleditc@igreement to increase the loan facility
by $14.0 million and to allow the use of funds g@neral corporate purposes. Such amendment iscstbjeegulatory approval.

ltem 3. Legal Proceedings
None.
ltem 4. Submission of Matters to a Vote of Security Holders

We held a special meeting of shareholders (theci@apMeeting”) on December 29, 2008 for the purpofeoting on the following
proposals:

1. to consider and vote upon a resolution to apptbe proposed acquisition by the Company of athefissued and outstanding
shares of Longe Energy Limited from Longfellow EmerLP in exchange for the issuance of 39,583,388mon shares of the
Company and 10,000,000 common share purchase wswih an exercise price of US$3.00 per share‘{tbege Acquisition”);
and

2. to consider and vote upon a resolution to appthe issuance of 35,416,667 common shares ofdhg@ny at a price of US$1.20
per share (th“Private Placeme”).

Proxies for the Special Meeting were solicited parg to Section 14(a) of the Exchange Act, andetiveas no solicitation in opposition
management’s solicitation. The results of the tatiah of the votes cast at the Special Meetingaarfollows:

Votes in Favol Votes Agains Abstain Broker Non-Votes
Proposal 1: Longe Acquisitic 17,868,21 24,45 0 0
Proposal 2: Private Placeme 17,864,61 28,15( 0 0
ltem 4A.  Executive Officers of the Registrant
Name Age Positions
Matthew McCanr 40 Director and Chief Executive Offic
Scott C. Larsel 56 Director and Preside!l
Hilda Kouvelis 46 Vice President and Chief Financial Offic
Jeffrey S. Mecon 43 Vice President and Corporate Secre

Matthew McCann has served as our Chief ttvee Officer since January 2009 and has serveddigector since May 2008. Since April
2007, Mr. McCann has also served as General Coohsthta, an Oklahoma City based private oil aad gxploration and production
company. From December 2005 to April 2007, Mr. MoRaerved as Vice President, Legal & Corporateedany for Sandridge Energy, Inc.
(formerly Riata Energy, Inc.), an independent aill matural gas company concentrating in exploratienelopment and production activities,
and from 2001 to December 2005, Mr. McCann serge@eneral Counsel for Riata Energy, Inc.

Scott C. Larsen has served as our Pressilece March 2004 and as our Chief Executive Officem March 2004 to January 2009. He
served as a director since May 2005. He previosistyed as our Vice President - Operations from 2002 until March 2004 and has been
involved in our international activities since thigiception in 1994.
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Hilda D. Kouvelis has served as our Chief Finan@#lcer since January 2007 and as a Vice Presiiane May 2007. She served as
Controller since joining us in July 2005 until Janyp2007. From November 2007 until May 2008, Msuk@lis served as Chief Financial
Officer of Sky Petroleum Inc. and Southern Starrgpénc. Prior to that, Ms. Kouvelis served as Colt¢r for Ascent Energy, Inc., an oil and
natural gas exploration and development compaow 2001 to 2004.

Jeffrey S. Mecom has served as our Corporate $egrahce May 2006 and as a Vice President sincg 2087. Before joining us in
April 2006, Mr. Mecom was an attorney in privatagtice in Dallas. Mr. Mecom served as Vice Predidesgal and Corporate Secretary with
Aleris International, Inc., a NYSE-listed interratal metals recycling and processing company, 1686 until April 2005.

Pursuant to that certain Investment Agreementddaseof March 28, 2008, by and between us and RvtaMitchell and Mr. McCann
were designated by Riata and elected as direatdvkay 2008. To the best of our knowledge, therenararrangements or understandings with
major shareholders, customers, suppliers or otpersuant to which any other person referred tovalveas selected as a director or officer.
None of our directors, officers employees has any family relationship with one heiot

PART Il

ltem 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securities

Our common shares are traded in Canada on the fbo8tock Exchange, or the TSX, under the tradimglsyl “TNP”. Effective
January 2, 2008, our common shares began tradi@griadian dollars. Prior to that, our common shaested in U.S. dollars under the sym
“TNP.U". We currently have no established markettfading our common shares in the United States.

The table below sets forth the range of quarteidi land low sales prices per share of our commaneshin U.S. dollars on the TSX for
the fiscal year ended December 31, 2007.

High Low
(SUS)  (3US)
Fiscal year ended December 31, 2C
First Quarte! $0.9¢  $0.64
Second Quarte $0.92  $0.3t
Third Quartel $0.6¢  $0.2%
Fourth Quarte $0.3%  $0.2¢

The table below sets forth the range of quarteid land low sales prices per share of our commaneshin Canadian dollars on the TSX
for the fiscal year ended December 31, 2008.

High Low
(3CDN) (SCDN)
Fiscal year ended December 31, 2C
First Quartel $0.37 $0.2¢
Second Quarte $1.5C $0.2¢
Third Quartel $1.7: $1.12
Fourth Quarte $1.4¢ $0.7C

As of March 31, 2009, 155,007,781 common sharee vgsued and outstanding and held by 265 recoteh®(including nominee
holders such as banks and brokerage firms whodi@des for beneficial owners).

We have not declared any dividends to date on ommmgon shares. We have no present intention of gaairy cash dividends on our
common shares in the foreseeable future, as wedrnteuse cash flow, if any, to invest in our bess

If we were to pay dividends or make distributiooshareholders that are U.S. residents and thatoamesidents, or deemed to be
residents, in Canada (a “U.S. Investor”), thoséddinds would generally be subject to a 25% withimgydax in Canada. The Canada-United
States Income Tax Convention (the “Treaty”) gergralovides for a reduction in this withholding teate to 15% (and to 5% for a U.S.
Investor that is a corporation and the beneficiaher of at least 10% of our voting shares). Acaogtli, under current tax law, our U.S.
Investors that are entitled to the benefits of theaty would generally be subject to a Canadiahhvalding tax at a 15% rate on dividends paid
by us, provided that they have complied with agllle procedural requirements to claim the benéti@ reduced rate under the Treaty. Each
U.S. Investor will generally be entitled to clainficaeign tax credit or a deduction for the Canadigthholding tax, subject to certain applica
limitations.

A U.S. Investor who disposes of our comrabares, including by deemed disposition on deathnet be subject to Canadian tax on any
capital gain (or capital loss) thereby realizedesslthe common shares constituted "taxable Canpdigerty” as defined by tHecome Tax
Act(Canada) (the “Act”). A capital gain occurs wheong®eds from the disposition of a share or otheitalggroperty exceeds the original cost.
A capital loss occurs when the proceeds from thpadtiition of a share are less than the original tbsder the Act, capital gain is effectively
taxed at a lower rate as only 50% of the gainfisctif/ely included in the holder's taxable income.

Generally, a common share will not constitute té&anadian property of a U.S. Investor unlesdtf& Investor held the commu



shares as capital property used by the U.S. Inveatoying on a business (other than an insuransabss) in Canada, or the U.S.
Investor or persons with whom the U.S. Investorrditideal at arm's length alone or together helietnt options to acquire, at any time within
the five years preceding the disposition, 25% orevad the shares of any class of our shares.

The disposition of a common share that constititeeable Canadian property” of a U.S. Investor dalko result in a capital loss which
can be used to reduce taxable income to the etkttahsuch U.S. Investor can offset it against atabgain and to the extent that a capital gain
from the disposition of such common share wouldb®éxempt from tax under the Treaty as discusskxhb A capital loss cannot be used to
reduce all taxable income (only that portion ofaiabe income derived from a capital gain).

A U.S. Investor who realizes a capital gain on difon of a common share that was taxable Canattigperty will nevertheless, by
virtue of the Treaty, generally be exempt from QGhaa tax thereon unless (a) more than 50% of theevaf the common share is derived fr
or forms an interest in, Canadian real propertgiuiding rights to explore for or exploit mineralpgesits, sources or other natural resources in
Canada, (b) the common share formed part of thiméss property of a permanent establishment tleal)ts. Investor has or had in Canada
within the 12 months preceding disposition, ortf® U.S. Investor (i) was a resident of Canadangtiane within the ten years immediately,
and for a total of 120 months during the 20 yepirsceding the disposition, and (ii) owned the comrsloare when he or she ceased to be
resident in Canada.

A U.S. Investor who is subject to Canadian taxeispect of a capital gain realized on dispositioa cbmmon share must include dmedf
of the capital gain (taxable capital gain) in conipg his or her taxable income earned in Canadas. UIS. Investor may, subject to certain
limitations, deduct one-half of any capital losbof@able capital loss) arising on disposition ofable Canadian property from taxable capital
gains realized in the year of disposition in respet¢axable Canadian property and, to the extehta deductible, from such taxable capital
gains of any of the three preceding years or abgeguent year.

The foregoing is restricted to the case of U.Sestwors who hold our common shares as capital pgoped deal at arm's length with us.
U.S. Investors should consult their tax advisothwespect to the tax consequences and requirerapplisable to them, based on their
individual circumstances.
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ltem 6. Selected Financial Data
Not required.

It em 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

Prior to May 30, 2008, we were a foreign privatuer as defined under the Exchange Act. As a rekthie closing of a private
placement of common shares on May 30, 2008, wemgelr qualify as a foreign private issuer.

Executive Overview and Recent Developments

We underwent a strategic transformation during 2898 result of a series of transactions with Nlokia Mitchell 3, chairman of our
board of directors. Mr. Mitchell founded Riata Egyerinc. in 1985 and built it into one of the lasgerivately held producers in the United
States. In 2006, Mr. Mitchell sold his controllimderest in Riata Energy, Inc. (how Sandridge Epgehgc.) and founded the Riata Group, a
group of companies owned or controlled by Mr. Mélththat is primarily focused on investing in imational energy opportunities.

Our initial arrangements with the Riata Group,tfasnounced in March 2008, included an equity itmesit into us, the replacement of
our farm-in partner in both of our Moroccan profest the extension of a short term credit factiityus to repay our outstanding short-term
debt, and the provision of technical and managememertise to assist us in successfully developimyexpanding our international portfolio
of projects.

During the second quarter of 2008, we completatoastage private placement issuing 35,000,000 comrhares to Riata TransAtlant
Dalea and certain friends and family of Mr. Mitdh&r aggregate gross proceeds of Cdn$12 millizelea and Riata TransAtlantic are
members of the Riata Group. We used the net predeeohy off all of our short-term debt, to funteimational exploration activities and for
general corporate purposes. Longe, a member dtititea Group, replaced our prior farm-out partnesun Moroccan properties. In addition,
Mr. Mitchell and Matthew McCann, general counseldertain members of the Riata Group, were desigghby Riata and elected to our board
of directors in connection with the private placemér. Mitchell serves as chairman of our boardlioéctors, and Mr. McCann also serves as
our chief executive officer.

In the third quarter of 2008, we changed our ojegatrategy from a prospect generator to a veljigategrated project developer. To
execute this new strategy, in December 2008, waigaxt] 100% of the issued and outstanding sharesmde from Longfellow in
consideration for the issuance of 39,583,333 comsmames and 10,000,000 common share purchase tgai@amcurrently, we issued
35,416,667 common shares in a private placemehtDatea, Mr. McCann and other purchasers that hetagonships with Mr. Mitchell, for
gross proceeds of $42.5 million. Longfellow is amfeer of the Riata Group. Longe was incorporatefipril 2008, and its activity to date has
been to acquire oilfield service equipment and egtion licenses in Morocco. Longe owns intereststr Moroccan properties and four
drilling rigs, as well as associated service eq@ptntubulars and supplies. Immediately after thede acquisition, we purchased at cost an
additional $8.3 million in drilling and service égment, tubulars and supplies from the Riata Grép.anticipate that ownership of our own
drilling rigs and service equipment will enabletassignificantly lower drilling and operating costger the long term and control timing for
development of our properties, thereby providirgpanpetitive advantage. In addition, we expect tivaership of the four drilling rigs will
allow us to achieve operational capabilities inheaguntry in which we operate. Further, the actjoisiof Longe’s interests in our Moroccan
properties consolidates our exploration opportasitn Morocco. Because the availability of drillings and service equipment is limited in
Turkey, Morocco and Romania, we also anticipate ttie Longe acquisition will create opportunitiedricrease acreage in each country in
which we operate by drilling to earn interestsyisting third party licenses. When the rigs andipaent are not operating on our properties,
we expect to contract them out, creating additiapglortunities.

In the fourth quarter of 2008, we announgedintention to make an all cash takeover offieotigh TransAtlantic Australia to acquire all
of the outstanding shares of Incremental, an Aliatrail and gas exploration and production compaith oil and gas assets and operations in
Turkey and the United States, including a signifidaase of crude oil production in Turkey. Transftic Australia’s offer for the Incremental
shares closed on March 6, 2009, at which time THastic Australia owned or had received acceptarioe approximately 96% of the
Incremental shares, and we expect to acquire mlhiing outstanding shares in April 2009. This asitjon will expand our rig fleet from four
to seven rigs and increase our workforce of highiglified field staff, engineers, and geologistJiurkey, one of our target countries.
Incremental’s portfolio consists of the producirgrBo oil field, the Edirne gas field and additioeaploration acreage in Turkey, and three
prospects in the United States. We entered inteditcagreement with Dalea, a member of the Riatau@ for the purpose of funding the
Incremental acquisition and related transactionscdss of March 31, 2009, we had borrowed $59.0ionilunder the credit agreement. We
expect to borrow an additional $4.0 million in orde complete the Incremental acquisition in A@0I09 and to pay for related transaction
costs. We have reached a tentative agreement \vaitsaDo amend the Dalea credit agreement to inethasloan facility by $14.0 million and
to allow the use of funds for general corporatgpees. Such amendment is subject to regulatoryoappr
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With regard to the development of our internatigmalperties, in July 2008, we agreed to farm-itheoOuezzane-Tissa and Asilah
exploration permits held by Direct in northern Moco. The Direct exploration permits cover severckdowith a combined area of 12,287
square kilometers (3,036,068 acres). Under the-faragreement, we will earn a 50% interest in theefzane-Tissa and Asilah exploration
permits by carrying Direct for 100% of the costslafling three wells on the Ouezzane-Tissa andahspermits. If one of the three wells is a
commercial success, as defined in the farm-in agee¢, then we would carry Direct in the drillingafourth well. We are the operator of the
Ouezzane-Tissa and Asilah exploration permits.dpt&nber 2008, we agreed to farm-in to Sterlingid Sraiova Block E 111-7, covering
6,070 square kilometers (1.5 million acres) in wasRomania. In exchange for a 50% working intemgstagreed to drill three exploration
wells on the Sud Craiova license, each to a defpdipproximately 1,000 meters (3,280 feet). Als@eptember 2008, we agreed to farm-in to
Incremental’s License 4262, covering 12 squarenkdters (3,052 acres) in southeastern Turkey. lhange for a 60% working interest, we
agreed to drill one exploration well on the Ateglenspect located on License 4262. By drilling thidl, we will earn an undivided 75%
working interest in four additional licenses owrmdincremental covering 1,863 square kilometer® (351 acres) located south of License
4262. We built roads and a wellsite and beganimigilbperations on the Atesler well in the fourtfadar of 2008 with a contracted drilling rig.
We moved one of our rigs to the location to dhilt remainder of the well and expect to completeatbikin the second quarter of 2009.

On March 6, 2009, we filed with the SEC a prelinmjnproxy statement regarding our proposed specgadting of our shareholders for
the purpose of approving an arrangement pursuamhich TransAtlantic Petroleum Corp. would be coaéd under thBermuda Companies
Act 1981under the name “TransAtlantic Petroleum Ltd.” Wéiéhes that continuing TransAtlantic to Bermuda viaé beneficial to us and our
shareholders because we will receive more favoralléreatment in Bermuda.

Our current activities are focused on:

. integrating the acquisition of Increment

. developing the oil and gas properties in our pddfc

. farming out or securing partners for our internadioproperties; an

. acquiring additional exploration and developmemaunities in the countries that meet our investhueiteria.

Our success will depend on discovering hydrocarlimeesmmercial quantities and then bringing theadi®ries into production. We ha
significant drilling commitments during the remagmabf 2009, and our ability to achieve drilling gmduction success will depend upon
obtaining sufficient capital. We will continue tgaduate new opportunities in countries that areewmexplored and have low corporate tax and
royalty rates and established petroleum systems.

Insufficient Cash Flow

We estimate we have $18.8 million in cash commitméor drilling and other exploratory activitiesder our exploration permits in
Turkey, Morocco and Romania for 2009. Given thetentensive nature of oil and gas explorationmesdl as the uncertainty of economic
success from our existing projects, additional teiill be required to fund our existing and adhial projects, as well as pay off the Dalea
credit agreement. We have reached a tentative mgrgevith Dalea to amend the Dalea credit agreemoentrease the loan facility by $14.0
million and to allow the use of funds for generatporate purposes. Such amendment is subject ttetegy approval. Additional financing
sources will be required to fund our internatiomgbloration and development activities beyond ApBi09. Any future inability to secure
additional funding when and as needed could hawatarial adverse effect on our operations and fiash

Critical Accounting Policies

Our discussion and analysis of our finanodedition and results of operations is based upanconsolidated financial statements, which
have been prepared in accordance with generalpéed accounting principles. The preparation odéheonsolidated financial statements
requires management to make estimates and judgriantaffect the reported amounts of assets, liggs) revenue and expenses, and related
disclosures. Our significant accounting policies @escribed in Note 2 to our consolidated finarstialements included in this Annual Report
on Form 10-K. We have identified below, policieattare of particular importance to the portrayabof financial position and results of
operations and which require the application ofifigant judgment by management. These estimatebased on historical experience,
information received from third parties, and onieas other assumptions that are believed to benadde under the circumstances, the results
of which form the basis for making judgments ahlibetcarrying values of assets and liabilities #ratnot readily apparent from other sources.
Actual results may differ from these estimates uriferent assumptions or conditions.

We believe the following critical accourgipolicies affect the significant judgments andneates used in the preparation of our
consolidated financial statements.

Oil and Gas PropertiesWe follow the full cost method to account for oulrand gas activities in our consolidated finangtdtements as
of December 31, 2008 and 2007 and for the perioels €nded. Under this method, oil and gas asseevatuated at least annually to
determine that the costs are recoverable and dexteed the fair value of the properties. The castsassessed to be recoverable if the sum of
the undiscounted cash flows expected from the ptimtu of proved reserves and the lower of cost arket of unproved properties exceed the
carrying value of the oil and gas assets. If threyaag value of the oil and gas assets is not a&skt be recoverable, an impairment loss is
recognized to the extent that the carrying valuseess the sum of the discounted cash flows expéatedthe production of proved and
probable reserves and the lower of cost or markehproved properties.

Under the full cost method of accounting, we cdizigaall acquisition, exploration and developmewsts incurred for the purpose



finding oil and gas reserves in cost centers oougiry-by-country basis. Costs associated with productiongameral corporate activiti
are expensed in the period incurred. We expensedgiuisition and reconnaissance activities. Pax&em the sale of oil and gas properties
are applied against capitalized costs, and gaitssses are not recognized unless the sale woeldthe depletion rate by more than 20%.

Unproved oil and gas properties are assessed fiaifment each reporting period, and any impairnremtlue is charged to exploration
costs. The amount of impairment recognized on urg@roperties which are not individually signifitas determined by amortizing the costs
of such properties within appropriate groups basedur historical experience, acquisition datesaretage lease terms. The valuation of
unproved properties is subjective and requiresmamagement to make estimates and assumptions wiitbithe passage of time, may prove
to be materially different from actual realizabkue.

We compute the provision for depreciation and depieof oil and gas properties using the unit-odgurction method based upon
production and estimates of gross proved reseraatiies as determined by independent reservoinergs. Unevaluated property costs are
excluded from the amortization base until the propg associated with these costs are evaluatedetedmined to be productive or become
impaired.

Valuation of Property and Equipment Other than Oil and Gas PropertiesWe follow the provisions of Statement of Financial
Accounting Standards (“SFAS”) No. 144Atcounting for Impairment or Disposal of Long-Livksisets (“SFAS 144”). SFAS 144 requires
that our long-lived assets, including drilling seevand other equipment, be assessed for potémii@irment in their carrying values whenever
events or changes in circumstances indicate suphiiment may have occurred. Impairment is recoghizken the estimated undiscounted
future net cash flows of the asset are less tisagaitrying value. Any such impairment is recognikeded on the difference in the carrying
value and estimated fair value of the impairedtasse

Business Combinationsin accordance with SFAS No. 141BUusiness Combinationswe allocate the purchase price of acquired
companies to the tangible and intangible indivicagdets acquired and liabilities assumed baseleimetstimated fair values. Transaction c
are capitalized to the assets acquired.

Supplemental Disclosure of Cash Flow InformationNon-cash transactions resulting from the Longe @itipn not reflected in the
consolidated statements of cash flows include alieviing:

Year Ended
December 31,
2008 2007
(in thousands)
Noncash working capital transactions:
Prepaid and other ass: $ 2,63¢ $—
Accounts payabl $(1,170 $—
Noncash investing transactions
Property and equipme $32,35( $—
Noncash financing transactions
Common shares issu $28,10¢ $—
Common share warrants isst $ 522t $—
Year Ended
December 31,
2008 2007
(in thousands)
Supplemental disclosure of cash paid for interestral income taxes:
Cash paid during the year for inter $ 144 $34¢
Cash paid during the year for income ta $ — $—

Stock-Based CompensatioVe adopted SFAS No. 123 (revised 20043hare-Based Paymeh{‘SFAS 123R"), which requires the
measurement and recognition of compensation exgdensdl share-based payment awards, including eygd stock options, based on
estimated fair values. The value of the portiothefaward that is ultimately expected to vest t®gmized as an expense on a straight-line basi:
over the requisite vesting periods. SFAS 123R sgulss our previous accounting under Accountingciilies Board Opinion No. 25, “
Accounting for Stock Issued to Employ” (“APB 25"), for periods beginning in 2006. We gated SFAS 123R using the modified prospective
transition method, which requires the applicatibthe accounting standard prospectively as of Janlig2006 and does not require restatel
of previously issued financial statements. SFASRLB3juires us to estimate the fair value of stquiom awards on the date of grant using an
option-pricing model. We use the Black-Scholesapipricing model (“Black-Scholes Model”) as our imed of valuation for share-based
awards granted on or after January 1, 2006, wisithe same model used for our pro forma informatémuired under SFAS 123R. Our
determination of fair value of share-based paynagrards on the date of grant using the Black-Schdiedel is affected by our stock price, as
well as assumptions regarding a number of subgstariables. These variables include, but areimited to, our expected stock price
volatility over the term of the awards, as wellbasual and projected exercise and forfeiture agtivi

Per Share Information. Basic per share amounts are calculated using tighteel average common shares outstanding duringettie
We use the treasury stock method to determineithiiveé effect of stock options and other dilutivestruments. Under the treasury stock
method, only “in the money” dilutive instrumentsgact the diluted calculations in computing diluesdnings per share. Diluted calculations
reflect the weighted average incremental commonreshi&iat would reflect the weighted average increaieommon shares that would be
issued upon exercise of dilutive options assuntiegoroceeds would be used to repurchase sharesraga market prices for the period.

Other Recent Accounting Pronouncements
In September 2006, the FASB issued SFAS No. “ Fair Value Measuremen” (“SFAS 15™), which will become effective for ot



financial assets and liabilities on January 1, 2888 non-financial assets and liabilities on Janda?009. This standard defines fair
value, establishes a framework for measuring falne and expands disclosures about fair value memasunts. SFAS 157 does not require any
new fair value measurements but would apply totassed liabilities that are required to be recordefhir value under other accounting
standards. The impact, if any, to the company ftieenadoption of SFAS 157 in 2009 will depend onassets and liabilities at that time that
are required to be measured at fair value.

In December 2007, FASB issued SFAS No. 141BuSiness Combinatiorig“SFAS 141R") and SFAS No. 160,Non-controlling
Interests in Consolidated Financial Stateme” (“SFAS 160”). SFAS 141R requires most identifiatassets, liabilities, non-controlling
interests, and goodwill acquired in a business ¢oation to be recorded at “fair value.” The statetrepplies to all business combinations,
including combinations among mutual entities anchloimations by contract alone. Under SFAS 141Rhadiness combinations will be
accounted for by applying the acquisition methdeAS 141R is effective for periods beginning on fieaDecember 15, 2008. Accordingly,
deferred transactions costs related to acquisitohe recorded as a reduction of earnings in éneg they are incurred and costs related to
issuing debt or equity securities that are rel&tetthe transaction will continue to be recognize@décordance with other applicable rules under
generally accepted accounting principles. SFASWiirequire non-controlling interests (previousiferred to as minority interests) to be
treated as a separate component of equity, notiasility or other item outside of permanent eguithe statement applies to the accounting
non-controlling interests and transactions with-gontrolling interest holders in consolidated fineh statements. SFAS 160 is effective for
periods beginning on or after December 15, 2008véldbe applied prospectively to all non-contralij interests, including any that arose
before the effective date except that comparatéréod information must be recast to classify nontaalling interests in equity, attribute net
income and other comprehensive income to non-cllingganterests, and provide other disclosures nexglby SFAS 160. The impact to us
from adoption of SFAS 141R in 2009 has not yet bdstermined.

We have reviewed other recently issued, but noaglepted, accounting standard in order to deterthigie effects, if any, on our
consolidated results of operations, financial posiand cash flows. Based on that review, we belibat none of these pronouncements will
have a significant effect on current or future @aga or operations.
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U.S. Discontinued Operations

In 2007, we decided to exit our U.S. operationsfaeds on the development of our international prips. As a result of the decision to
sell our U.S. operations, we reclassified our réperties as “discontinued operations.” Accordingévenues and expenses associated with
our U.S. cost center in 2008 and comparative peréod reflected as components of “loss from disnaat operations.”

We have segregated our U.S. oil and gas propeié®ld for sale in conjunction with our plan tb ear proved and undeveloped
interests in the United States. At December 31720 assets of the discontinued operations wegsured at their fair value less costs to
As such, $0 net book value of property and equigraad $8,000 of asset retirement obligations haenbeflected as assets and liabilities
for sale at December 31, 2007, and $0 net boolevafiyproperty and equipment and $14,000 of astieemeent obligations have been reflected
as assets and liabilities held for sale at Decer@beP008. Loss from discontinued operations inetuthe following amounts:

For the year

ended,

December 31 December 31
(in thousands) 2008 2007
Revenues, oil and gas sa— net $ 111 $ 652
Expenses
Lease operating expens 67 1,167
Write-down of asset — 1,867
Depletion, depreciation and accret 6 351
Interest expens 78 66€
Loss from discontinued operatio $ 40 $ 3,39

Results of Operations — Year Ended December 31, 20€Compared to Year Ended December 31, 2007

Revenue We recognized net crude oil and natural gas sdl§$1l,000 for the year ended 2008 from non-opdrpteduction in the
United States. This U.S. revenue represented damilad decrease from sales for the year endedbleee31, 2007 of $653,000. The decrease
is the result of the sale of our South Gillock dadvis Dome properties in the fourth quarter of 20this revenue is a component of our loss
from discontinued operations.

ExpensesLease operating expenses for the year ended Dec@hpR008 decreased to $67,000 from $1.2 milliemegorted for the ye
ended December 31, 2007. The decrease in leasatiogeexpense is the result of the sale of ourls@illock and Jarvis Dome properties in
the fourth quarter of 2007. These expenses arenpa@oent of our loss from discontinued operations.

Depreciation, depletion and accretion related t8.production decreased to $6,000 for 2008 as cardpaith $351,000 in 2007. We h
no U.S. assets subject to depreciation and depldtie to the write-down and sale of substantidllgfeour U.S. properties during 2007. We
recorded $6,000 of accretion expense in 2008 ktlateiscontinued operations. We recorded an impait charge of $1.9 million in 2007.
These charges are a component of our loss fronemisied operations. We recorded depreciation es@&om continuing operations of
$53,000 in 2008 on drilling equipment and othemperty following the acquisition of Longe in Decemi2€08.

Interest and Other Income. Interest and other income increased $98,000 38 $80 in 2008 as compared to $240,000 in 2004)theg
from increased interest income on higher investesth dalances from the private placement in therskeqoarter of 2008. We also recorded
other income of $56,000 in the third quarter of 2@@lated to a distribution for overpayment of engees from the former contract operator of
the Nigerian operations which were sold in 2005.

General and Administrative Costs. General and administrative costs of $3.0 miliio2008 increased by $890,000 compared to $2.1
million in 2007, primarily because of increasechsials, contract labor, insurance, legal and priadestfees.

International Oil and Gas Activities . During the year ended December 31, 2008, we oeti exploration activities in foreign countr
including consulting, legal, accounting, travel atlder costs necessary to further our identificatiod development of business opportunities.
Expense reimbursements totaling $832,000 from Loaling to our Moroccan properties are includeéhternational oil and gas activity
during the year ended December 31, 2008.
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The following table presents exploration expendisupy country:

For the year ended,

December 31 December 31
(in thousands) 2008 2007
Morocco $ 2,217 811
Romania 69¢ 74¢€
Turkey 917 23¢
Other and unallocate 1,35(C 51€
Total $ 5,18 $ 2,31

Net Loss.The consolidated net loss for the year ended DeeeSih 2008 was $8.6 million or $0.13 per sharsitband diluted),
compared to consolidated net loss of $7.9 millio8@18 per share (basic and diluted) for the yealed December 31, 2007. The 2008 loss is
primarily composed of general and administrativeemse of $3.0 million, stock-based compensatidpb83,000 and $5.2 million relating to
international exploration activities.

Capital Expenditures

In 2008, we incurred capital expenditures of $9illian, including $7.9 million in seismic-relatedsts, $402,000 related to wellsite
preparation in Romania, $127,000 for wellsite prapan in Morocco, and $1.2 million in wellsite pagation and drilling in Turkey. We
recorded $202,000 for computer and telecommunicagguipment in 2008.

For 2007, we recorded capital expenditures of #8lBon relating to the drilling of a well on ouofmer South Gillock property in Texas.

In 2009, we expect our capital expenditures wilbbpproximately $18.8 million in cash commitmentsdailling and other exploratory
activities under our exploration permits in Turk&jgrocco and Romania.

Settlement Provision

In conjunction with the sale of our Bahamian sulasideffective June 20, 2005, we deposited funtis &m escrow account to address
liabilities and claims relating to our prior opeoais in Nigeria. The remaining potential liability us includes taxes owed for the period Jan
through June 2005, and we expect the remainingesamount of $240,000 to be sufficient to cover pogential liabilities.

Liquidity and Capital Resources

Our primary sources of liquidity for 2008 were @ash and cash equivalents and sales of secuRtie2007, our primary sources of
liquidity were cash and cash equivalents and dadessets. At December 31, 2008, we had cash amdecasvalents of $30.1 million, no debt
and working capital of $28.9 million compared teltand cash equivalents of $2.2 million, $2.0 wrillin short-term debt, and a working
capital deficit of $202,000 at December 31, 200&stCused in operations during 2008 was $5.8 mittmmpared to cash used in operations of
$6.0 million in 2007.

During the second quarter of 2008, we sold 35,Dd@mmon shares to Riata TransAtlantic, Daleacamnthin friends and family of
Mr. Mitchell in a two-stage private placement thedulted in Cdn$12.0 million in gross proceeds. Wed the net proceeds to pay off our short-
term debt, fund international exploration actistiend for general corporate purposes.

In December 2008, we sold 35,416,667 common star@price of $1.20 per share in a private placeéméh Dalea, Riata
TransAtlantic, Mr. McCann and other purchasers llzate relationships with Mr. Mitchell that result@dgross proceeds of $42.5 million. We
used a large portion of the net proceeds to puecadditional equipment for our planned drilling a®alvice operations in Turkey, Morocco i
Romania, to fund drilling activities in those coti@s and for general corporate purposes.

For 2009, we expect to have cash flow faparations from our acquisition of IncrementalDiecember 2008, TransAtlantic Australia
made an all cash takeover offer (the “Offer”) ftircd the outstanding shares of Incremental, antfalisin oil and gas exploration and
production company with oil and gas assets andatipess in Turkey and the United States, includirgigaificant base of crude oil production
in Turkey. The Offer closed March 6, 2009 at whiiche TransAtlantic Australia owned or had receiaedeptances for approximately 96% of
the Incremental shares, and we expect to acquirerahining outstanding shares in April 2009. Imeeamtal’s asset portfolio consists of the
producing Selmo oil field, the Edirne gas field amitlitional exploration acreage in Turkey, andehpeospects in the United States. As a re
following completion of the Incremental acquisitjome anticipate that we will have production froertain of these properties in 2009, as well
as reserves. We have engaged an independent ediaéBerves evaluator to carry out an evaluatidim i@spect to certain of Incremental’s
properties in accordance with both the standardsigan the Canadian Oil and Gas Evaluation Hao#and those contained in Rule 4-10(a)
of SEC Regulation S-X.

In order to fund the Incremental acquisitand related transaction costs, we entered iotedit agreement with Dalea, a member of the
Riata Group. Pursuant to the credit agreementyesnded, until March 31, 2009, we may request acdd@from Dalea up to the lesser of (i)
actual amount necessary to purchase such numiseacés of Incremental as have been acquired pursutdre Offer for such shares plus
related transaction costs and expenses, or (ii)0d®@lion. The advances are denominated in U.8ady but are advanced in Australian dol
at an agreed upon currency exchange rate of Aisstr§0.7024 to U.S. $1.00. We may use the amowrtewed under the credit agreem



only to fund the acquisition of the Incrementalrgisain connection with the Offer and the transactiosts and expenses associated therewith.
As of March 31, 2009, we had borrowed $59.0 milliorder the credit agreement. We expect to borroadalitional $4.0 million in order to
complete the Incremental acquisition in April 2G08 to pay for related transaction costs. We haaehed a tentative agreement with Dalea to
amend the Dalea credit agreement to increase éimeféwility by $14.0 million and to allow the uskfends for general corporate purposes.
Such amendment is subject to regulatory approval.
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The aggregate unpaid principal loan balance, tagetfith all accrued but unpaid interest, will beniediately due and payable upon the
earliest of (i) one year from the closing datetwf tncremental acquisition; (ii) the date of angmie in ownership of or control or direction
over, directly or indirectly, 20% or more of ourtstanding voting securities; or (iii) the occurreraf an event of default under the credit
agreement.

The total outstanding balance of the advances miader the credit agreement accrue interest ataofden percent (10%) per annum,
calculated daily and compounded quarterly. Inteigepiyable on the first day of each March, Juept&@nber and December. Following an
event of default, the outstanding balance will eecadditional interest at a rate of four perceft)fer annum until the event of default is ct
or waived. We may prepay the loan at any time leefoaturity without penalty. The credit agreemerseisured by all of the personal property
or assets of the parent holding company of Trare®it Australia including all of the ordinary shguie the capital of TransAtlantic Australia.

The credit agreement contains certain covenantsatifidimit our ability to, among other things, ahge the name of the Company or any
subsidiary, create liens, issue shares of any dialpgj declare or pay dividends on share capiegleem or repurchase shares, sell assets, b
money from third parties, pay out indebtednessoto-arm’s length parties or guarantee indebtedessldition, any proceeds received by us
from a sale of assets outside the ordinary courbeigsiness or from equity or debt financings shelpaid first to Dalea up to the amount
outstanding under the credit agreement.

We estimate we have $18.8 million in cash commitméor drilling and other exploratory activitiesder our exploration permits in
Turkey, Morocco and Romania for 2009. Given thetedjntensive nature of oil and gas exploratiomeed| as the uncertainty of economic
success from our existing projects, additional teiill be required to fund our existing and adhil projects, as well as pay off the Dalea
credit agreement. We have reached a tentative mgrgevith Dalea to amend the Dalea credit agreemoentrease the loan facility by $14.0
million and to allow the use of funds for generatporate purposes. Such amendment is subject ttetegy approval. Additional financing
sources will be required to fund our internatiomgbloration and development activities beyond ApBi09. Any future inability to secure
additional funding when and as needed could hawaterial adverse effect on our operations and fiagh

Contractual Obligations

As of December 31, 2008 we had remaining work moegcommitments of $2.0 million under our Guercipkexation permits and $1.0
million under our Tselfat exploration permit in Maco that are supported by fully-funded bank gumes The bank guarantees are reduced
periodically based on work performed. In the eweatfail to perform the required work commitments temaining amount of the bank
guarantees would be forfeited.

Normal purchase arrangements are excluded as thajiszretionary and/or being performed under emt$rwhich are cancelable
immediately or with a 30-day natification period.

On December 18, 2008, we amended the lease teroufaffice space in Dallas, Texas. The lease egpmn July 31, 2011. During 20(
we entered into three-year leases for two officesan apartment, along with one-year leases fapantment and an operations yard in
Morocco as well as one-year leases for an offickapartment in Romania. We entered into a five-Jemse for an operations yard in Turkey
with the Riata Group. Our aggregate annual comnmitsare as follows:

Payments due by year
(in thousands)

Total 2009 2010 2011 2012 thereafter
Leases $181¢ $ 526 $ 48C $32& $24: $ 24z
Permits 10,86: 8,28( 2,581 — — —
Contracts 16,10( 10,55( 5,50( 50 — —

$28,78. $19,35¢ $8,561 $37€ $24F $ 24z

On March 3, 2009, we amended the lease for theaBalffice space adding an additional 2,982 squeaeificreasing the total space ur
contract to 8,794 square feet. The existing tenntHe entire space was extended to December 3B, 20k 2009 lease amendment is not
included in the annual lease commitments showhertable above but will increase the total committiy $759,000.

Off-Balance Sheet Arrangements

We did not have any off-balance sheet arrangenam&cember 31, 2008 other than the leases deddrii€ontractual Obligations”
above.

Related Party Transactions

In April 2007, we entered into a $3.0 million shtetm standby bridge loan from Quest Capital C¢iQuest”). We drew down $3.0
million on the loan in the second quarter of 20@7August 2007, we increased the loan facility 400Bmillion and drew down the additional
$1.0 million. We and Quest currently have one doem common. At the time of the Quest transactjome and Quest had two directors in
common. Transactions with Quest were conducteledt €xchange value. We issued 503,823 common shaxguest at an aggregate value of
approximately $359,000 as we drew on the loan.dae¥hber 2007, we paid down $2.0 million in prin¢ipa the loan and extended the
maturity date on the outstanding principal balaofic2.0 million to March 31, 2008. Quest extendeel taturity date to April 30, 2008 to
facilitate the closing of the Riata loan describetbw.



We have entered into various transactions withNtchell and the Riata Group, a group of compaffiiesied and owned or controlled
by Mr. Mitchell that is primarily focused on invégj in international energy opportunities.

On April 8, 2008, we entered into a $2.0 milliorogkterm loan with Riata, a member of the RiatauWprand used the proceeds to repay
the Quest loan in full. We paid the Riata loanuh én May 30, 2008 in connection with the closifghe second stage of the private placer
announced in March 2008.

In addition, on April 8, 2008, Dalea, which is alsonember of the Riata Group, purchased 10,00@06060n0on shares from us at
Cdn$0.30 per share pursuant to the first stagkeptivate placement announced in March 2008, anday 30, 2008, Dalea and Riata
TransAtlantic purchased a further 12,630,000 comsfwaies from us at Cdn$0.36 per share pursuahétsetcond stage of the private
placement. Matthew McCann, our Chief Executive €ffiand a member of our board of directors, alstigyzated in the second stage of the
private placement, purchasing 1,100,000 commoresh&towever, neither Mr. Mitchell nor Mr. McCannneeelated parties of ours on March
28, 2008 when the Riata Group first agreed thatt its associates would participate in the priyigEement and provide the short-term loan to
us.

Effective May 1, 2008, we entered into eviees agreement with members of the Riata Groweuwhich we agreed to provide technical
and administrative services to each other from tiongme on an as-needed basis. We recorded expessifor the year ended December 31,
2008 of $4.6 million for goods and services prodithy the Riata Group, of which $1.5 million waslired in accounts payable at December
31, 2008. We received a reimbursement of expemnséeiamount of $832,000 from Longe related to leds@articipation in our Moroccan
exploration permits. In addition, we paid $740,80@he Riata Group for additional drilling equipnieielivered at closing of the Longe
acquisition. Payables in the amount of $1.5 milkiure to the Riata Group at the end of 2008 wetéedéh cash during the first quarter of
2009. There were no amounts due from the Riata isabiDecember 31, 2008.

In July 2008, Longfellow, a member of the Riata @rpguaranteed the obligations of us and Longe ruth@efarmout agreement
concerning the Ouezzane-Tissa and Asilah explargtéymits in Morocco up to a maximum of $25.0 ruiili

In August 2008, we announced that we changed cenatipg strategy from a prospect generator to ticedly integrated project
developer. To execute this new strategy, on DeceB®e2008 we acquired 100% of the issued andanudgtg shares of Longe from
Longfellow in consideration for the issuance 39,883 common shares and 10,000,000 common sharkgserevarrants. Each common share
purchase warrant entitles the holder to purchasecommon share at an exercise price of $3.00 pee shrough December 30, 2011.
Concurrently, we issued 35,416,667 common sharapste of $1.20 per share in a private placematht Dalea, Riata TransAtlantic, Mr.
McCann and other purchasers that have relationstithsMr. Mitchell, resulting in gross proceeds$#2.5 million.

In November 2008, in connection with the pendinguésition of Longe, we agreed with Longe that weuldosuspend billing Longe for
work that we were conducting for our Moroccan opieres. As a result, we recorded approximately $dilion in related expenses that we
would have billed to Longe had the Longe acquisitiot been completed.

On November 28, 2008, we entered into a creditaagemt with Dalea. The purpose of the Dalea cregtgement is to fund the all cash
takeover offer by TransAtlantic Australia for aflthe outstanding shares of Incremental. As of M&t, 2009, we had borrowed $59.0 million
from Dalea pursuant to the credit agreement foatdwuisition of 96% of the outstanding Incremestares. We have reached a tentative
agreement with Dalea to amend the Dalea credieageat to increase the loan facility by $14.0 millend to allow the use of funds for gen
corporate purposes. Such amendment is subjecttdatery approval.

On December 31, 2008, we entered into bills of aalkassignment with Viking Drilling, LLC (“Viking; a member of the Riata Group.
Under the terms of the bills of sale and assignmeeatpurchased at cost certain drilling and serempgipment and other assets from Viking for
use in Turkey, Morocco and Romania. We paid $8I8anito Viking for the drilling and service equipmt and other assets.

Iltem 7A.  Quantitative and Qualitative Disclosures about Marlet Risk.
Not required.

ltem 8. Financial Statements and Supplementary Date
See Index to Financial Statements on page F-1.

ltem 9. Changes in and Disagreements With Accountants on Aounting and Financial Disclosure
Not applicable.

Item 9A(T). Controls and Procedures.
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Evaluation of Disclosure Controls and Procedures

The term “disclosure controls and procedures” fingd in Rules 13a-15(e) and 15d-15(e) of the ErgeaAct. This term refers to the
controls and procedures of a company that are gegitp ensure that information required to be dssdl by a company in the reports that it
files or submits under the Exchange Act is recoygedcessed, summarized and reported within the fieriods specified by the SEC's rules
and forms. Disclosure controls and procedures delwithout limitation, controls and proceduresigiesd to ensure that information required
to be disclosed by a company in the reports tHdeg or submits under the Exchange Act is accaedl and communicated to its managen
including its principal executive and principaldimcial officers, or persons performing similar ftioes, as appropriate to allow timely
decisions regarding required disclosure.

Our management carried out an evaluation, undesupervision and with the participation of our GHteecutive Officer and Chief
Financial Officer, of the effectiveness of the d@sand operation of our disclosure controls andguares as of December 31, 2008. Based
upon that evaluation, our Chief Executive OfficedaChief Financial Officer concluded that our distire controls and procedures were
effective as of December 31, 2008.

Management’'s Report on Internal Control Over Finandal Reporting

Management is responsible for establishing and taigimg adequate internal control over financigloding as defined in Rules 13a-15
(f) and 15d15(f) under the Exchange Act. Our internal contnegr financial reporting is designed to provides@aable assurance regarding
reliability of financial reporting and the prepacet of financial statements for external purposeadcordance with generally accepted
accounting principles (“GAAP”). Our internal contiaver financial reporting includes those policasl procedures that:

» pertain to the maintenance of records that, inaealsle detail, accurately and fairly reflect trensactions and dispositions of our
assets

» provide reasonable assurance that transactione@seded as necessary to permit preparation ofi¢ishstatements in accordar
with GAAP, and that receipts and expenditures ef@mpany are being made only in accordance withogizations of our
management and directors; ¢

* provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, eselisposition of our assets
that could have a material effect on the finanstatements

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

In connection with the preparation of our annuaéaficial statements, our management, with the zation of our Chief Executive
Officer and Chief Financial Officer, assessed ttfiectiveness of our internal control over finanaiaporting as of December 31, 2008, base
criteria established in Internal Control-Integrafédmework issued by the Committee of Sponsorirgafizations of the Treadway
Commission, or the COSO Framework. Based on managgsrassessment, management has concluded tluditDasember 31, 2008, our
internal control over financial reporting was effee based on those criteria.

Management has excluded Longe from its assessrhantemal control over financial reporting as oé@mber 31, 2008 because Longe
was acquired by us in a purchase transaction oerleer 30, 2008. Longe is a wholly-owned subsidvangse total assets represent
approximately 37% of our total consolidated asaef@ecember 31, 2008.

This Annual Report on Form 10-K does not includeatiastation report of our independent registerddlip accounting firm regarding
internal control over financial reporting. Managentie report was not subject to attestation by adependent registered public accounting
firm pursuant to temporary rules of the SEC thatrpeus to provide only management’s report in #siual Report on Form 10-K.

This management’s report shall not be deemed fodaefor purposes of Section 18 of the Exchangé Acotherwise subject to the
liabilities of that section, and is not incorpoiatey reference into any filing of the Company, wiegtmade before or after the date hereof,
regardless of any general incorporation languageiah filing.

Changes in Internal Control over Financial Reportirg

There were no changes to our internal control fimancial reporting during our last fiscal quarégrded December 31, 2008 that have
materially affected, or are reasonably likely tatenally affect, our internal control over finantiaporting.

Iltem 9B.  Other Information.
None.
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Item 10.  Directors, Executive Officers and Corporate Governace.
Audit Committee Members

Our Audit Committee consists of Brian Bayley, Mieh&/inn, and Alan Moon, each of whom is independertccordance with SEC
rules and Canadian securities laws and financiddgate. The following is a description of the edtion and experience of each member of the
Audit Committee, provided in accordance with Canadiecurities laws:

Brian Bayley (Chairman ) Mr. Bayley has served as a director since 2001ceS2003, Mr. Bayley has served as the Chief Exeeuti
Officer of Quest Capital Corp., a publicly tradedmgage investment corporation. Prior to that, ér@ed as Chief Executive Officer of Quest
Investment Corporation, a publicly listed merchiaauk based in Vancouver. He was also the co-founfd@uest Ventures Ltd., a privately
held merchant bank based in Vancouver which speeahin bridge loans. Prior to Quest Ventures L., Bayley was President and Chief
Executive Officer of Quest Oil & Gas Corp., whickasvsold to Enermark Income Fund in 1997. Mr. Baylay a B.A. degree from the
University of Victoria and an M.B.A. degree from €an’s University. Mr. Bayley is currently a directdf several public companies.

Michael Winn. Mr. Winn has served as a director since 2004. Hebean the President of Terrasearch Inc., a camguidmpany that
provides analysis on mining and energy companieseie formed that company in 1997. Prior to thlt,Winn spent four years as an ana
for a southern California-based brokerage firm wehes was responsible for the evaluation of emergihand gas and mining companies.

Mr. Winn has worked in the oil and gas industrycsii983 and the mining industry since 1992, aradsis a director of several companies that
are involved in mineral and oil and gas exploratm@€anada, Latin America, Europe and Africa. Minwhas a B.S. degree in geology from
the University of Southern California and has costgd graduate course work in accounting and finaviceWinn is currently a director of
several public companies.

Alan Moon. Mr. Moon has served as a director since 2004. MyoiMhas been the President of Crescent Enterprises private
Calgary-based investment firm, since he formedc¢baipany in 1997. Prior to that, Mr. Moon was Riest and Chief Operating Officer of
TransAlta Energy Corporation. The company was &rimational independent electric power generatiahdistribution company with
approximately $1 billion in assets and operate@imario, New Zealand, Australia, South America, trelUnited States. Mr. Moon is a
professional engineer with an M.B.A. degree arcligently a director of several public companies.

Audit Committee Charter
The complete text of our Audit Committee Terms efé&tence is attached to this Annual Report on FI®AK as Exhibit 99.1.

Information concerning executive officers undemté01 of Regulation S-K is set forth in Part | lbistForm 10-K. The other information
required in response to this Item 10 is incorpatdterein by reference to our definitive proxy sta¢et to be filed with the Securities and
Exchange Commission pursuant to Regulation 14AefSecurities Exchange Act of 1934 not later th2hdays after the end of the fiscal y
covered by this Form 10-K.

We have adopted a code of ethics that applied tuabfficers, directors and employees, including principal executive officer,
principal financial officer, principal accountindfiser and controller. The full text of our Code @bnduct and Ethics is published on our
Investor Relations web site wtvw.transatlanticpetroleum.com¥e intend to disclose future amendments to agegesvisions of the Code of
Conduct, or waivers of such provisions grantedxecative officers and directors, on this web sitthim four business days following the date
of such amendment or waiver.

ltem 11. Executive Compensation

The information required in response to this Itelrislincorporated herein by reference to our diéfi@iproxy statement to be filed with
the Securities and Exchange Commission pursudRétmulation 14A of the Securities Exchange Act @480t later than 120 days after the
end of the fiscal year covered by this Form 10-K.

Item 12.  Security Ownership of Certain Beneficial Owners andVlanagement and Related Stockholder Matters

The information required in response to this Ite?rislincorporated herein by reference to our diéfi@iproxy statement to be filed with
the Securities and Exchange Commission pursudRégulation 14A of the Securities Exchange Act 480t later than 120 days after the
end of the fiscal year covered by this Form 10-K.

ltem 13.  Certain Relationships and Related Transactions, an®irector Independence.

The information required in response te ttem 13 is incorporated herein by reference todedinitive proxy statement to be filed with
the Securities and Exchange Commission pursudRégulation 14A of the Securities Exchange Act 480t later than 120 days after the
end of the fiscal year covered by this Form 10-K.

Item 14.  Principal Accountant Fees and Services
KPMG, LLP is our principal accountant for our audlfitannual financial statements included in thisyAal Report on Form -K and



served as our independent registered public acicmufitm for 2008 and 2007. The following table sisthe fees that were billed for the
audit and other services provided by such firm2@®8 and 2007.

2008 2007
Audit Fees $166,00( $188,00(
Audit-Related Fee 131,00( 65,00(
Tax Fees 121,00( 23,00(
All Other Fees 0 0
Total $418,00( $276,00(

Audit Fees

This category includes the audit of our annualrfial statements, review of financial statementtuitled in this Annual Report on Form
10-K and services that are normally provided byitidependent auditors in connection with their gyggaents for those fiscal years. This
category also includes advice on audit and accogmtiatters that arose during, or as a result efatidit or the review of our interim financial
statements.

Audit-Related Fees

This category consists of assurance and relate@tesrby the independent auditors that are rea$pnalated to the performance of the
audit or review of our financial statements andraoereported above under “Audit Fee§lie services for the fees disclosed under thigoca
include review of our Annual Report on Form 20-Ftfte fiscal year ended December 31, 2007 andyfilirelated to our acquisition of Longe
in addition to correspondence with the SEC andradbeounting consulting.

Tax Fees

This category consists of professional servicedessd by our independent auditors for tax compéaanud tax advice. The services for
the fees disclosed under this category includedaxn preparation and technical tax advice.

All Other Fees

This category consists of fees for other miscelbarsatems.

Our board of directors has adopted a procedurprisapproval of all fees charged by our independaditors. Under the procedure, the
Audit Committee of our board of directors approthes engagement letter with respect to audit, takramiew services. Other fees are subje

pre-approval by the Audit Committee. The audit tmdfees paid to the auditors with respect to 2088 pre-approved by the Audit
Committee.
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Item 15.

PART IV

Exhibits and Financial Statement Schedules

(@) Documents filed as part of Repc

1.

Report of Independent Registered Public Accourf&imm

Consolidated Balance Sheets as of December 3%, &td 2008

Consolidated Statements of Operations and Compséleshoss for the years ended December 31, 2002608
Consolidated Statement of Stockholders’ Equity {@gffor the years ended December 31, 2007 afi820
Consolidated Statements of Cash Flows for the yerailed December 31, 2007 and 2008

Notes to Consolidated Financial Statements

Financial Statement Schedule: Schedule |, Condéerisrahcial Information of Registrar

Exhibits required to be filed by this Item 15 ae¢ forth in the Exhibit Index accompanying this oep
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THE BOARD OF DIRECTORS: TRANSATLANTIC PETROLEUM COR P.

We have audited the accompanying consolidated balsimeets of TransAtlantic Petroleum Corp. andidighges as of December 31,
2008 and 2007, and the related consolidated statsméoperations and comprehensive loss, stockhglléquity (deficit) and cash flows for
each of the years in the two-year period ended Dbee 31, 2008. These consolidated financial stat¢srare the responsibility of the
Company’s management. Our responsibility is to egpran opinion on these consolidated financiatstants based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamiqUnited States). Those
standards require that we plan and perform thet &madbtain reasonable assurance about whethdintiecial statements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenentelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaenferred to above present fairly, in all matergapects, the financial position of
TransAtlantic Petroleum Corp. and subsidiariesfd3ezember 31, 2008 and 2007, and the resultsedf tiperations and their cash flows for
each of the years in the two-year period ended Dbee 31, 2008, in conformity with U.S. generallgepgted accounting principles.

The accompanying consolidated financial statemlesne been prepared assuming that the Companyamitintie as a going concern. As
discussed in Note 1 to the consolidated finant¢&ksents, the Company has suffered recurring $dssm operations and used cash in
operating activities that raise substantial doldoiug its ability to continue as a going concernnisigement plans in regard to these matters
also described in Note 1. The consolidated findrstégements do not include any adjustments thghtmisult from the outcome of this
uncertainty.

KPMG LLP

Calgary, Canada
March 31, 2009
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T RANS A TLANTIC P ETROLEUM C ORP.
Consolidated Balance Sheets

As of December 31, 2008 and 2007
(in thousands of U.S dollars, except share data)

2008 2007
ASSETS
Current assets
Cash and cash equivale $ 30,05: $ 2,22¢
Accounts receivabl 1,327 56€
Prepaid and other current ass 3,861 45
Total current asse 35,24( 2,83t
Property and equipment(note 2 and 6
Oil and gas properties (full cost methe
Unproved 11,20¢ 1,572
Drilling services and other equipme 40,88¢ —
52,09: 1,572
Less accumulated depreciation, depletion and apaidin (53) —
Property and equipment, r 52,03¢ 1,572
Other assets:
Restricted cash (note 3,26¢ 2,272
Deferred charges (note 1 181 —
Total other asse! 3,44¢ 2,272
Total Assets $ 90,727 $ 6,67¢
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 3,96- $ 40z
Accounts payabl- related party (note 1¢ 1,517 —
Accrued liabilities 581 387
Loan payable (note ¢ — 2,00¢
Asset retirement obligations of assets held foz §abtes 5 and 14 8
Settlement provision (note 1 24C 24C
Current and Total Liabilities 6,314 3,037
Going concern (note 1
Commitments and contingencies (notes 14 and 1
Subsequent events (notes 2, 8, 12, 15, 16 and
Stockholders’ equity:
Common stock, $0.00 par value, unlimited sharelsaxizted as of December 31, 2008 and 2007; 154,08
and 43,271,000 shares issued and outstandingeceimber 31, 2008 and 2007, respectively (no — —
Additional paid in capital (note ¢ 133,06: 47,83
Additional paid in capita— warrants 5,22¢ 1,10¢
Accumulated defici (53,877) (45,309)
Total stockholder equity 84,41 3,64z
Total liabilities and stockholders’ equity $ 90,72 $ 6,67¢

The accompanying notes are an integral part oktheasolidated financial statements.
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T RANS A TLANTIC P ETROLEUM C ORP.
Consolidated Statements of Operations and Compselehoss

For the years ended December 31, 2008 and 2007
(in thousands of U.S. dollars, except per shareusnsd

2008 2007
Expenses:
General and administrati\ $ 3,00¢ $ 2,11¢
International oil and gas activities (note 5,18: 2,312
Stoclk-based compensation (note 583 554
Depreciation, depletion and amortization (not: 59 —
Settlement provision (note 1 — (313
Foreign exchange lo: — 45
8,83¢ 4,715
Other (income) expense
Interest and financing expen 38 62
Interest and other incon (33¢) (240)
Loss from continuing operations 8,53¢ 4,53¢
Loss from discontinued operations(note 5) 40 3,39¢
Net Loss and comprehensive los $ 8,57¢ $ 7,937
Net loss per share
Basic and dilute~ continuing operation $ 0.1: $ 0.11
Basic and dilute~ discontinued operatior $ 0.0C $ 0.0¢
Basic and dilutes $ 0.12 $ 0.1¢
Basic and diluted weighted average number of sharestanding 66,52¢ 43,03%

The accompanying notes are an integral part oktbeasolidated financial statements.
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Balance as of December 31, 20(
Issuance of common sto
Exercise of stock optior
Exercise of warrant

Expiration of warrant:
Stock-based compensatic

Net loss for the yee

Balance as of December 31, 20(
Issuance of common sto
Issuance of warran

Issuance cos

Exercise of stock optior
Exercise of warrant

Expiration of warrant:

Stock- based compensatic

Net loss for the yee

Balance as of December 31, 20(

T RANS A TLANTIC P ETROLEUM C ORP.

Consolidated Statement of Stockholders’ Equity {€@8f

For the years ended December 31, 2008 and 2007
(in thousands of U.S. dollars)

Con(1£10c:2 g)tOCk Additional Stoclﬂtoallders’
Warrants Additional Paid in Accumulated
Shares Paid in Capital - Equity

Issued Issued Capital Warrants Deficit (Deficit)
42,55 797¢ $4585. $ 2,017 $ (37,366 $ 10,50
504 — 35¢ — — 35¢
18t — 13¢ — — 13€
25 (25) 33 (7) — 26

— (323 90z (902) - -
— — 554 — — 554
— — — — (7,93%) (7,93%)
43,27 4,71¢ 47,83 1,10¢ (45,309 3,64:
110,00( — 83,07 — — 83,07
— 10,00( — 5,22¢ — 5,22¢
= = (1,199 = = (1,199
247 — 14c¢ — — 14¢
1,440 (1,440 1,907 (395) — 1,512

— (3,279 717 (713 — —
— — 582 — — 582
— — — — (8,574 (8,574
154,95¢ 10,00 $133,06: $ 5,22¢ $ (53,87) $ 84,41

The accompanying notes are an integral part oktheasolidated financial statements.

F-4



Table of Contents

T RANS A TLANTIC P ETROLEUM C ORP.
Consolidated Statements of Cash Flows
For the years ended December 31, 2008 and 2007
(in thousands of U.S. dollars)

Cash provided by (used in):
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Write-down of assets held for st
Non-cash financing expen:
Depreciation, depletion and amortizati
Stocl-based compensatic
Changes in operating working capit
Accounts receivabl
Prepaid expenst
Accounts payable and accrued liabilit
Settlement provisio
Net cash used in operating activit
Investing activities:
Oil and gas propertie
Drilling services and other equipme
Oil and gas properties of discontinued operat
Proceeds from sale of discontinued operations s
Deferred charge
Restricted cas
Net cash (used in) provided by investing activi
Financing activities:
Exercise of warrants and optio
Issuance of common shares,
Acquisition transaction cos
Loan proceed
Loan repaymer
Net cash provided by financing activiti
Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of
Cash and cash equivalents, end of )

The accompanying notes are an integral part oktheasolidated financial statements.
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2008 2007
$ (8,579  $(7,937)
— 1,867
— 35¢
59 351
582 554
(761) (144)
(1,180) 39
4,101 (1,207)
— (721)
(5,779 (6,839
(4,149 —
(14,029) —
— (4,126)
— 4,261
(181) —
(99€) 2,067
(19,34¢) 2,20¢
1,661 164
53,76¢ —
(484) —
— 4,00(
(2,000 (2,000
52,94 2,16¢
27,82t (2,462
2,22¢ 4,68¢
$30,05. $2,22/




Table of Contents

T RANS A TLANTIC P ETROLEUM C ORP.
Notes to Consolidated Financial Statements

1. General
Nature of operations

TransAtlantic Petroleum Corp. (together with itbsidiaries, the “Company” or “TransAtlantid§ a vertically integrated international
and gas company engaged in the exploration fotl@development and production of crude oil andnhigas, primarily in Morocco,
Romania and Turkey.

TransAtlantic was incorporated in 1985 under thveslaf British Columbia and continued to Albertal®97. During 2005 and 2006,
TransAtlantic acquired an exploration permit ané@nnaissance license in Morocco, three produttiocks in Romania, three
exploration licenses in Turkey and two promote wblicenses covering six blocks in the UK North SHae UK North Sea licenses
expired in 2007. During this same period, the Camypecquired properties in Texas. TransAtlantic giadicipated as a non-operator in
four other properties in Texas, Oklahoma and Lauigi

In 2006, the Company sold its Louisiana propentyl i 2007, the Company determined to exit its ethiBtates (“U.S.”) operations and
focus on the development of its international prtégs. To that end, TransAtlantic acquired thredittahal exploration licenses in
Turkey, converted a portion of its Moroccan recassence license into two exploration permits, sb&Texas properties it operated, :
offered its remaining non-operated U.S. propeffiesale.

Approximately 70% of the Company'’s outstanding camrstock is beneficially owned by N. Malone Mitdh#idd, entities under
Mr. Mitchell's ownership or control (the “Riata Grp”), and certain other persons that have relatipsswith Mr. Mitchell. Mr. Mitchell
is the Chairman of the Company’s board of directors

In 2008, TransAtlantic changed its operating sgptieom that of a prospect generator to a vertycaltegrated project developer.
To execute this new strategy, in August 2008, TAflastic announced plans to:

1. acquire Longe Energy Limite“Longe’), a member of the Riata Group, in exchange for comshames of the Company &
common share purchase warrants;

2. undertake a concurrent private placement purswanhich members of the Riata Group would invesadditional $42.*
million in the Company

Both transactions closed in December 2008 and aygpeoved by the Company’s shareholders.

Basis of presentation

The Companys consolidated financial statements are expressedd. dollars and have been prepared by managemaotordance wit
accounting principles generally accepted in the. GAAP”), and all amounts in these notes to cdidsed financial statements are in
U.S. Dollars unless otherwise indicated. In pregafinancial statements, management makes infojotginents and estimates that
affect the reported amounts of assets and liasliéis of the date of the financial statements #adtahe reported amounts of revenues
and expenses during the reporting period. On awviaggasis, management reviews estimates, inclutlioge related to impairment of
long-lived assets and goodwill, contingencies amdime taxes. Changes in facts and circumstancesesal in revised estimates and
actual results may differ from these estimates. ddwunting policies most affected by managemestisnates and assumptions are as
follows:

. The reliance on estimates of proved reserves tgaterthe provision for depreciation, depletion antbrtization and to
determine the amount of any impairment of provespprties;
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. The valuation of unproved acreage and proved dilgas properties to determine the amount of anyimment of oil and
gas properties

. Judgment regarding the productive status -progress exploratory wells to determine the amoéiany provision fol
abandonment; ar

. Estimates regarding abandonment obligati

These audited consolidated financial statemenksatedll normal recurring adjustments that arehopinion of management, necessary
for a fair statement of the consolidated finanpiasition of the Company as of December 31, 2008288F and the related consolidated
statements of operations and comprehensive lasktsilders’ equity and cash flows for the yearseehDecember 31, 2008 and 2007.
Management believes that these financial statenoemiisin all adjustments necessary so that thepa@rmisleading.

Certain reclassifications have been made to 20@uats in order to present these results on a cabjgbasis with amounts for 2008.

In 2007, the Company determined to exit its U.&rapons and focus on the development of its iatiéonal properties. Accordingly, the
Company has revised its financial statements fgreaiods presented to classify the related residltperations of this group of disposed
properties as discontinued operations (see note 5).

Going concern

These consolidated financial statements have begraped on the basis of accounting principles apple to a going concern, which
assumes that the Company will realize its assetglatharge its liabilities in the normal coursepérations. Management considers the
going concern basis to be appropriate for thessalwated financial statements. If the going condsasis were not appropriate for these
consolidated financial statements, then adjustmeatdd be necessary to the carrying value of asseldiabilities, reported expenses
the balance sheet classifications used.

The Company incurred a loss of $8.6 million for yfear ended December 31, 2008 and used cash iatogeactivities of $5.8 million
during the year ended December 31, 2008. As of lbbee 31, 2008 the Company had cash and cash eguisaif $30.1 million, no de
and working capital of $28.9 million. The Comparsns to use working capital to acquire service popgint and to fund exploration and
drilling activities in Morocco, Turkey and Romania.

As of March 31, 2009, the Company has borrowed®88llion from the Riata Group due in approximatelye year in connection with
the Company’s acquisition of Incremental Petroldumited (“Incremental”) (notes 8 and 17). The Compédas commitments for
drilling and other exploratory activities under é&qation permits in Turkey, Morocco and Romaniajuieing additional financing.

The Company is in the pre-production stage andrgése no revenues during the years ended Deceriitb2088 and 2007. The
Company has significant contractual obligationfisnal year 2009 and beyond (notes 6 and 15) witictirrently does not have the cash
resources to meet. Should the Company be unabéés® additional financing, it will not have suféat funds to continue operations
beyond April 2009.
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2. Significant accounting policies
Basis of preparation

The consolidated financial statements include to®ants of the Company and its wholly owned subsies. All significant inter-
company balances and transactions have been elediiraconsolidation. At December 31, 2008 the Canypowned 100% of the voting
common stock or other equity securities in its #libses.

Cash and cash equivalents
Cash and cash equivalents include term depositinaedtments with original maturities of three muwnor less at the date of acquisition.

Foreign currency translation

The functional currency for the Company and alt®&ubsidiary entities is the U.S. dollar. Transars of the Company in foreign
currencies are translated at the rates in effettteatime of the transaction. Monetary items demat@&d in foreign currencies are transl
to U.S. dollars at exchange rates in effect abtilance sheet dates and non-monetary items asddiaah at rates of exchange in effect
when the assets were acquired or obligations irduiforeign exchange gains and losses are incindedome.

Oil and gas properties

The Company follows the full cost method to accdonits oil and gas activities in its consolidafethncial statements as of

December 31, 2008 and 2007 and for the periodsehdad. Under this method, oil and gas assetsvateated at least annually to
determine that the costs are recoverable and dextetd the fair value of the properties. The castsassessed to be recoverable if the
sum of the undiscounted cash flows expected fraptbduction of proved reserves and the lower ef oomarket of unproved
properties exceed the carrying value of the oil gasl assets. If the carrying value of the oil aasl @ssets is not assessed to be
recoverable, an impairment loss is recognizedécettient that the carrying value exceeds the suttmeodiscounted cash flows expected
from the production of proved and probable researesthe lower of cost or market of unproved prtpsr

Under the full cost method of accounting, the Conypeapitalizes all acquisition, exploration and elepment costs incurred for the
purpose of finding oil and gas reserves in costersron a country-by-country basis. Costs assatiaith production and general
corporate activities are expensed in the periodriied. The Company expenses pre-acquisition arehnaissance activities. Proceeds
from the sale of oil and gas properties are appanst capitalized costs, and gains or lossesanecognized unless the sale would
alter the depletion rate by more than 20%.
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Unproved oil and gas properties are assessed fmiiment each reporting period, and any impairnremtlue is charged to exploration
costs. The amount of impairment recognized on urgatg@roperties which are not individually signifitas determined by amortizing tl
costs of such properties within appropriate gradvgssed on the Company’s historical experience, agpn dates and average lease
terms. The valuation of unproved properties isactibje and requires management of the Company ke mstimates and assumptions
which, with the passage of time, may prove to beenelly different from actual realizable value.

The Company computes the provision for depreciadiuth depletion of oil and gas properties usinguthie-of-production method based
upon production and estimates of gross provedvesgrantities as determined by independent reseengineers. Unevaluated property
costs are excluded from the amortization base tirgiproperties associated with these costs ataaed and determined to be produc
or become impaired.

Joint interest activities

Many of the Company’s exploration, development pratiuction activities are conducted jointly witthet entities and accordingly the
consolidated financial statements reflect only@oenpany’s proportionate interest in such activities

Valuation of property and equipment other than @hd gas properties

The Company follows the provisions of Statemerftiaincial Accounting Standards (“SFAS”) No. 144¢counting for Impairment or
Disposal of Long-Lived Asset§"SFAS 144"). SFAS 144 requires that the Compahy's-lived assets, including drilling service and
other equipment, be assessed for potential impairimeheir carrying values whenever events or gearin circumstances indicate such
impairment may have occurred. Impairment is recogphiwvhen the estimated undiscounted future netftask of the asset are less than
its carrying value. Any such impairment is recoguibased on the difference in the carrying valukestimated fair value of the
impaired asset.

Drilling services and other equipment

Drilling services and other equipment is statedost. Depreciation of other property and equipnienalculated using the straight-line
method over the estimated useful lives (ranginghfoto 7 years) of the respective assets. The obstgrmal maintenance and repairs
charged to expense as incurred. Material expemditilmat increase the life of an asset are capthbind depreciated over the estimated
remaining useful life of the asset. The cost okotbroperty and equipment sold, or otherwise disgas, and the related accumulated
depreciation are removed from the accounts andyaimyor loss is reflected in current operations.
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Determination of fair value

The Company adopted SFAS No. 15Fdir Value Measurements (as amendefBFAS 157”) effective January 1, 2008. SFAS 157
defines fair value, establishes a framework for sneiag fair value, outlines a fair value hierardiased on the quality of inputs used to
measure fair value and enhances disclosure regaimsnfor fair value measurements. As permittedibgrcial Accounting Standards
Board (“FASB”) Staff Position No. 157-2, the Compadras not applied the provisions of SFAS 157 tofimamcial assets and liabilities.
The Company has not applied the provisions of SEBBt0 its asset retirement obligations.

Fair value is defined as the price at which antass@ld be exchanged in a current transaction tetvkeaowledgeable, willing parties at
the measurement date. Where available, fair vallbbased on observable market prices or parametdesiged from such prices or
parameters. Where observable prices or inputsaravailable, use of unobservable prices or inptesused to estimate the current fair
value, often using an internal valuation model. Séhealuation techniques involve some level of manant estimation and judgment,
degree of which is dependent on the item beingedalu

Business combinations

In accordance with SFAS No. 141Blisiness Combinationsthe Company allocates the purchase price of isedwompanies to the
tangible and intangible individual assets acquaed liabilities assumed based on their estimatied/dues. Transaction costs are
capitalized to the assets acquired.

Supplemental disclosure of cash flow information
Noncash transactions resulting from the Longe aitipi not reflected in the consolidated statemehtsash flows include the following:

Year Ended December 31,
2008 2007
(In thousands)

Noncash working capital transactions:

Prepaid and other ass: $ 2,63¢ $ —

Accounts payabl $ (1,170 $ —
Noncash investing transactions

Property and equipme $ 32,35( $ —
Noncash financing transactions

Common shares issu $ 28,10« $ —

Common share warrants isst $ 5,22¢ $ —
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Year Ended December 31
2008 2007
(In thousands)

Supplemental disclosure of cash paid for interestral income taxes:
Cash paid during the year for inter $ 144 $  34¢
Cash paid during the year for income ta $ — $ —

Abandonment obligations

The Company follows the provisions of SFAS No. 148ccounting for Asset Retirement Obligatighas amended (“SFAS 143").
SFAS 143 requires the Company to recognize aifplidr the present value of all legal obligaticassociated with the retirement of
tangible, long-lived assets and capitalize an egoadunt as a cost of the asset. The cost assoevittethe abandonment obligation,
along with any estimated salvage value, is includetie computation of depreciation, depletion antbrtization.

Revenue recognition

Revenue from the sale of products is recognizec aedivery to the purchaser when title passeslibgikservice revenues are recognized
when the related service is performed.

Stock-based compensation

The Company adopted SFAS No. 123 (revised 20@Hdre-Based Paymeh(*SFAS 123R”), which requires the measurement and
recognition of compensation expense for all shaget payment awards, including employee stock imptioased on estimated fair
values. The value of the portion of the award thattimately expected to vest is recognized asxpense on a straighie basis over th
requisite vesting periods. SFAS 123R supersedeSdhgpany’s previous accounting under Accountingdé?ples Board Opinion No. 25,
“ Accounting for Stock Issued to Employ&€aPB 25"), for periods beginning in 2006. The @pany adopted SFAS 123R using the
modified prospective transition method, which regsithe application of the accounting standardg@ctively as of January 1, 2006 and
does not require restatement of previously issireth€ial statements. SFAS 123R requires the Comfzaagtimate the fair value of stc
option awards on the date of grant using an oppiicing model. The Company uses the Black-Schoiéi®-pricing model (“Black-
Scholes Model”) as its method of valuation for ghbased awards granted on or after January 1, 2006h is the same model used for
the Company’s pro forma information required un8EAS 123R. The Company’s determination of fair eadfi share-based payment
awards on the date of grant using the Black-Schdledel is affected by the Company’s stock priceywati as assumptions regarding a
number of subjective variables. These variablelside; but are not limited to, the Company’s expagatidck price volatility over the term
of the awards, as well as actual and projectecceseeand forfeiture activity. Options granted tmsoltants, to the extent unvested, are
valued on subsequent reporting dates.
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Income taxes

The Company follows the asset and liability metpoescribed by SFAS No. 109Atcounting for Income Tax&¢“SFAS 109”). Under
this method of accounting for income taxes, detkteex assets and liabilities are recognized foiftiwre tax consequences attributable to
differences between the financial statement cagrgimounts of existing assets and liabilities amir ttespective tax bases. Deferred tax
assets and liabilities are measured using enaaxates expected to apply to taxable income iryéaes in which those temporary
differences are expected to be recovered or settleder SFAS 109, the effect on deferred tax asseldiabilities of a change in enacted
tax rates is recognized in income in the period ithdudes the enactment date.

The Company adopted the provisions of FASB Intégpi@n No. 48, “Accounting for Uncertainty in Income Taxes — arfptetation of
FASB Statement No. 109"FIN 48"), effective January 1, 2007. The Compatid not have any unrecognized tax benefits otifen
those for which a valuation allowance has beenigeal/thereon, and there was no effect on its firwondition or results of operations
as a result of implementing FIN 48. The Companyrditlhave any unrecognized tax benefits at Dece®be2008. The Company does
not believe there will be any material changedsnunrecognized tax positions over the next 12 hmrthe Company’s policy is that it
recognizes interest and penalties accrued on amcognized tax benefits as a component of incomexpense. As of the date of
adoption of FIN 48, the Company did not have argr@ed interest or penalties associated with angaognized tax benefits, nor was
tax-related interest expense recognized duringélaes ended December 31, 2008 or 2007.

Comprehensive Loss

SFAS No. 130, ‘Reporting Comprehensive Incorh@SFAS 130"), established standards for reportamgl displaying of comprehensive
income and its components (revenue, expenses, gaihkbsses) in a full set of general-purpose fir@rstatements. There were no
differences between net loss and comprehensivend308 or 2007.

Per share information

Basic per share amounts are calculated using tighteel average common shares outstanding duringetfie The Company uses the
treasury stock method to determine the dilutive&fbf stock options and other dilutive instrumehisder the treasury stock method,
only “in the money” dilutive instruments impact téuted calculations in computing diluted earnipgs share. Diluted calculations
reflect the weighted average incremental commonrestihat would reflect the weighted average increaleommon shares that would
be issued upon exercise of dilutive options assgrttie proceeds would be used to repurchase sheaesrage market prices for the
period.

3. Recent accounting pronouncement

In September 2006, the FASB issued SFAS No. ‘1Fair Value Measurements(“SFAS 157”), which will become effective for
financial assets and liabilities of the Companylanuary 1, 2008 and non-financial assets anditiabibf the Company on January 1,
2009. This standard defines fair value, establishizgamework for measuring fair value and exparigslalsures about fair value
measurements. SFAS 157 does not require any newalaie measurements but would
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apply to assets and liabilities that are requioele recorded at fair value under other accourgiagdards. The impact, if any, to the
Company from the adoption of SFAS 157 in 2009 dépend on the Company’s assets and liabilitielsattime that are required to be
measured at fair value.

In December 2007, FASB issued SFAS No. 14Brsiness Combinations(*SFAS 141R"), and SFAS No. 160 Non-controlling
Interests in Consolidated Financial StatementSFAS 160”). SFAS 141R requires most identifiabtesets, liabilities, non-controlling
interests, and goodwill acquired in a business ¢oation to be recorded at “fair value.” The Statetregpplies to all business
combinations, including combinations among mutundities and combinations by contract alone. UndeAS 141R, all business
combinations will be accounted for by applying #uguisition method. SFAS 141R is effective for pdsi beginning on or after
December 15, 2008. Accordingly, deferred transastimosts related to acquisitions to be recordedraguction of earnings in the period
they are incurred and costs related to issuing debguity securities that are related to the atisn will continue to be recognized in
accordance with other applicable GAAP rules. SFAB Will require non-controlling interests (previbyseferred to as minority
interests) to be treated as a separate componenqudf/, not as a liability or other item outsidgpermanent equity. The statement apg
to the accounting for non-controlling interests &mshsactions with non-controlling interest holdiersonsolidated financial statements.
SFAS 160 is effective for periods beginning on fteraDecember 15, 2008 and will be applied prospelst to all non-controlling
interests, including any that arose before thectffe date except that comparative period infororathust be recast to classify non-
controlling interests in equity, attribute net ino® and other comprehensive income to non-contgpititerests, and provide other
disclosures required by SFAS 160. The impact taQbmpany from adoption of SFAS 141R in 2009 hasyerbobeen determined (see
note 17).

The Company has reviewed other recently issuedhdiyet adopted, accounting standards in orddetermine their effects, if any, on
its consolidated results of operations, financ@dipon and cash flows. Based on that review, tbm@any believes that none of these
pronouncements will have a significant effect orrent or future earnings or operations.

4. Restricted cash

Restricted cash represents cash placed in escimwiats or in certificates of deposit that are petifpr the satisfaction of liabilities or
performance guarantees. At December 31, 2008 abid, 268stricted cash included: $240,000 and $240 @3pectively, for settlement of
liabilities in Nigeria (see note 13); $3.0 milliamd $2.0 million, respectively, in a certificatedefposit supporting a $3.0 million and $2.0
million, respectively, bank guarantee of the Moweerk program (see note 15) and $28,000 in afwatie of deposit that is a collateral
for a letter of credit in favor of the Oklahoma T@mmmission.
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5. Discontinued operations and assets held for sa
The following table sets forth the capitalized sast discontinued operations as of December 318 20@ 2007.

2008 2007
(in thousands)

Oil and Natural Gas properties, United St

Cost $11,05¢  $11,05¢
Accumulated depreciation, depletion and v-down $11,05¢  $11,05!
Net book value $ — $ —

The Company designated certain oil and gas prasess held for sale in conjunction with its plaseéd its proved and undeveloped
interests in the U.S. At December 31, 2008 and 20(@rassets of the discontinued operations weesuaned at their fair value less costs
to sell. The Company recorded a write-down in 260D@pproximately $1.9 million. As such, the net kamlue of property and
equipment is now $0, and $14,000 of asset retiréwldigations have been reflected as assets heldiahilities for sale at December 31,
2008, as predominantly all of the Company’s U.Srafions have been disposed of.

In November 2007, the Company sold its South Gilland State Kohfeldt Units, as well as the shaltighits over the South Gillock
Unit, for $4.0 million, and the buyer assumed atinested $2.0 million in plugging and abandonmeability associated with the units.

In addition, the Company sold its Jarvis Dome prgpi@ October 2007 for $250,000.
Loss from discontinued operations includes theofelhg amounts (in thousands):

Years ended December 31,

2008 2007
Revenues, oil and gas sa- net $ 111 $ 653
Expense:

Lease operating expens 67 1,167
Depletion, depreciation and accret 6 351
Interest expens 78 307
Financing expens- shares issued (note — 35¢
Write-down of asset — 1,86
Loss from discontinued operatio $ 40 $ 3,39
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6. Property and equipment

(a) Oil and gas properties: The following tablesdetth the capitalized costs under the full costhmd for oil and gas properties, as of
December 31, 2008 and 2007 (in thousar

December 31
2008 2007
Qil and gas properties, unprov
Morocco $800c $ —
Romania 1,97¢ 1,572
Turkey 1,227 —

$11,20¢  $1,57:

None of the oil and gas properties are revenueymiad at this time and therefore no depletion feentrecorded. Uncertainties
affect the recoverability of these costs as thewvery of the costs outlined above are dependent thp Company obtaining
government approvals, obtaining and maintainingriges in good standing and achieving commerciayatton or sale.

Morocco:

In May 2006, the Company was awarded the Tselfalioeation permit in northern Morocco. In August Z0€he Company reached
an agreement to farmout 50% of its interest inTtbelfat permit to a joint interest partner, SphReegroleum QSC (“Sphere”). In
exchange for an option to acquire 50% of the Comisanterest in the Tselfat permit, Sphere agreefiihd the costs of an
evaluation work program which included acquisitadra 3-D seismic survey and additional geologitaties. Upon its exercise of
the option, Sphere would fund the drilling anditesof an exploratory well and replace the Comparmgank guarantee deposited
with the Moroccan government. In April 2008, Sphassigned all of its interests in the Tselfat aptod farmout agreement to
Longe. The Company acquired Longe in December 288& result, the Company retains a 100% workitgrést in the Tselfat
permit.

In June 2005, the Company was awarded the GuBerif-Znassen reconnaissance license in northeroddor In January 2008, t
Company converted a portion of its Guercif-Beni &&n reconnaissance license into two exploratiomifepursuant to a
Petroleum Agreement and the companion Associatmmr@ct (the “Petroleum Agreement”) dated Noventhe&2007, with the
national oil company of Morocco, Office Nationalsddydrocarbures et des Mines (“ONHYM”). Pursuanthte Petroleum
Agreement, the Company committed to a work progdaning the initial three-year term, pursuant to ethihe Company has re-
entered, logged and tested a well previously driltethe area, and is required to acquire 300 sgkisometers of 2-D seismic and
reprocess and reinterpret an aerogravity and magsetvey. Pursuant to a participation agreemetdsen the Company (30%),
Stratic Energy Corporation (“Stratic”) (20%) andh®pe (50%), Sphere agreed to bear the entire Edse dnitial three-year work
program to earn its 50% interest in the two Guesgffloration permits. In addition, Sphere postedrdquired bank guarantee for
the initial work program with the Moroccan governmmhand Sphere agreed to reimburse the Company for
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approximately $680,000 of historical expenditutasApril 2008, Sphere assigned all of its interéstthe Guercif participation
agreement to Longe, which replaced the Sphere gaatantee upon completion and acceptance of thefétradocumentation. The
Company acquired Longe in December 2008. As atiabel Company retains an 80% working intereshenGuercif permits.

In July 2008, the Company agreed to farm-in toGezzane-Tissa and Asilah exploration permits hglBirect Petroleum
Morocco, Inc. and Anschutz Morocco Corporation lgxively, “Direct”) in northern Morocco. Under tiarm-in agreement, the
Company will earn a 50% interest in the Ouezzarssd& and Asilah exploration permits by carrying Btifer 100% of the costs of
drilling three wells on the Ouezzane-Tissa andakspermits. If one of the three wells is a comnamiiccess, as defined in the
farm-in agreement, then the Company would carrg®im the drilling of a fourth well.

The Company’s interests in each of its Moroccarl@apion permits are subject to the 25% interetd by ONHYM, which is
carried by the Company and its partners duringettpdoration phase but ONHYM pays its share of civsthe development phase.
The Company will continue as operator of the Gdensd Tselfat exploration permits during the ifitlaree-year period and is also
the operator of the Ouezzane-Tissa and Asilah extidm permits. Each of the Company’s Moroccan esgilon permits are for an
eight-year term divided into three periods.

During 2008, the Company capitalized approxima$2yt million in seismic related cost and $127,00&ellsite preparation
related to projects in Morocco. The Company alsomed $5.5 million in unproved oil and gas projesras a result of the Longe
acquisition (see note 14).

Romania:

The Company capitalized $402,000 during 2008 fdtsite preparation in Romania. The Company cagi¢ali$1.6 million of
expenditures related to seismic surveys compldtdieaend of 2006 in Romania.

In February 2006, the Company was awarded threleosaproduction licenses in Romania, the Izvorwatari and Marsa licenst
The licenses were awarded to the Company baseditgpoommitment to perform certain work programseach of the respective
fields over the next three years, including shapsaismic and drilling or re-entering wells. Thex@o current production from any
of the fields. The Company is the operator and 10@%&ing interest owner of the fields. The Compamyered into petroleum
agreements with the Romanian government coveriol kzense, which were finalized in September 280& expire in August
2010.

In September 2008, the Company agreed with SteRiegpurces Ltd. (“Sterling”) to farm-in to Sterliagsud Craiova Block E III-7
in western Romania. In exchange for a 50% workinigrest, the Company agreed to drill three expilomatells on the Sud Craio
license. At casing point in each well, Sterling dmelnsAtlantic will each elect whether to proceeddmpletion and will each bear
their proportionate share of completion and infiature costs. Sterling will remain operator of & Craiova license.
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Turkey:

In June 2006, the Company was awarded three onslpleration licenses in southeastern Turkey. Imdi&2008, the Company
announced that it had agreed to farmout 75% dfiiesest in two of its licenses, Blocks 4173 and4ilin Turkey. The party who
farmed in is obligated to drill an exploration wett one of the two blocks at its cost before the @i2008.

In July 2007, the Company was awarded three additionshore exploration licenses, Blocks 4268, 42694270, all of which are
in southeastern Turkey on the border with Irag. ffinee new licenses expire in June 2011. Upon areential discovery, each
exploration license would be converted to ay2a@r production lease which bears a 12.5% roy&hgse additional licenses will a
involve a work program, including technical studieprocessing of data and contingent plans fdlirdriwells. The Company is tt
operator and 100% working interest owner of thesmnkes.

In September 2008, the Company agreed with Incréahemfarm-in to its License 4262 in southeasfBurkey. In exchange for a
60% working interest, the Company will drill onepdoration well on License 4262. At casing poingremental and TransAtlantic
will each elect whether to proceed to completiod aill each bear their proportionate share of catiph and infrastructure costs.
By drilling this well, the Company will also earn andivided 75% working interest in four additiotiaenses owned by
Incremental located south of License 4262. The Gomwijs participation in these licenses has beencaeplr by the Turkish General
Directorate of Petroleum Affairs (“GDPA”). The GDH#as approved the Company as operator of Licen82, 4hd subject to
GDPA'’s approval, the Company will become the oparaf the other four licenses. The Company capiai$1.2 million in
wellsite preparation and drilling for the well inggress at December 31, 2008.

Other:

The Company incurred and expensed $5.2 milliorostduring the year ended December 31, 2008 termiational oil and gas
activities, including $1.4 million for a workovem Morocco, compared to $2.3 million in costs faeimational oil and gas activities
for the year ended December 31, 2007. The Company@ceived expense reimbursements related tegisofjotaling $832,000 in
Morocco from Longe and $150,000 from an unrelatachfin partner. Excluding the workover expense gexdner reimbursements,
the Company expensed $4.8 million in 2008 comp#rek?.3 million for the year ended December 31,72@0wards the pre-
acquisition, reconnaissance and evaluation of thra@ainy’s international oil and gas activities, uaihg those conducted in
Morocco, Romania and Turkey, including technicabfessional and administrative costs related taagpd offices in each
country.
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(b) Drilling services and other equipment: The dristal cost of other property and equipment, presgton a gross basis with
accumulated depreciation is summarized as folléthpusands)

December 31

_2008 2007
Drilling rigs, tubulars and equipme $40,217 $—
Vehicles 301 —
Office equipment and furnitui 366 @ —
Total cost $40,88¢  $—
Accumulated depreciatic 53 —
Net other property and equipme $40,83: $—

7.  Asset retirement obligations

As part of its development of oil and gas oppottigaj the Company incurs asset retirement obligat{tARO”) on its properties. The
Company’s ARO results from its responsibility teaadon and reclaim its net share of all workingriesé properties. At December 31,
2008, the net present value of the Company’s #RHD is estimated to be $14,000, with the undiscedimalue being $14,000. An
inflation rate of 2% was assumed and a discouptah?% was used to calculate the present valtleeofARO. For reporting purposes,
asset retirement obligations associated with tleentiassets held for sale (see note 5) have leetassified as current liabilities.

Year ended Year ended

December 31, 20C December 31, 20C
(in thousands)
Beginning balanc $ 8 $ 1,93¢
Liabilities incurred — 26
Accretion expens 6 72
Liabilities sold (note 5 — (2,029
Ending balanci $ 14 $ 8

8. Loans payable

In April 2007, the Company entered into a $3.0ionillshort-term standby bridge loan from Quest Ga@orp. (“Quest”). The Company
drew down $3.0 million on the loan in the secondrtgr of 2007. In August 2007, the Company and Queseased the loan facility to
$4.0 million and the Company drew down the addaidiL.0 million. Quest and the Company currentlyehane director in common. At
the time of the Quest transactions, the CompanyQrekt had two directors in common. Transactionls @uest were conducted at their
exchange amount. The Company issued 503,823 corsh@oas to Quest at an aggregate value of approdyr®359,000 as it drew on
the loan (see note 9). In November 2007, the Compaid down $2.0 million in principal on the loandaextended the maturity date on
the outstanding principal balance of $2.0 milliorMarch 31, 2008. Quest extended the maturity aefgoril 30, 2008 to facilitate the
closing of the Riata loan described below.
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On April 8, 2008, Riata Management, LLC (“Riatad)member of the Riata Group, loaned the Comparyalion, which the
Company used to repay the $2.0 million loan du@uest. The Company paid the loan from Riata indaolMay 30, 2008, and no inter:
was due in accordance with the agreement.

On November 28, 2008, the Company entered inteditcagreement with Dalea Partners, LP (“Daleatheanber of the Riata Group.
The purpose of the Dalea credit agreement is td fhe all cash takeover offer by TransAtlantic Aaka Pty. Ltd., a wholly-owned
subsidiary of the Company (“TransAtlantic Austrg)jdor all of the outstanding shares of Increméfgae note 17).

Pursuant to the Dalea credit agreement, as ameundgd\Varch 31, 2009, the Company may request ades from Dalea up to the lesser
of (i) the actual amount necessary to purchase suoiber of shares of Incremental as have beenrachfihe “Incremental Transaction”
in connection with the offer for such shares pklated transaction costs and expenses or (ii) $6900. Advances under the credit
agreement are denominated in U.S. Dollars, buadvanced in Australian Dollars at an agreed uporenay exchange rate of AUD
$0.7024 to US $1.00. The Company may use the aradantowed under the credit agreement only to thecconsummation of the
Incremental Transaction by TransAtlantic Australiad to fund the costs and expenses associatedvittere

The aggregate unpaid principal balance, togethttr &l accrued but unpaid interest will be immeeliatdue and payable by the Comp.
upon the earliest of (i) one year from the clogiilage of the Incremental Transaction; (ii) the detany change in ownership of or control
or direction over, directly or indirectly, 20% orone of the outstanding voting securities of the @any; and (iii) the occurrence of an
event of default.

The total outstanding balance of the advances miader the credit agreement accrue interest ataofden percent (10%) per annum,
calculated daily and compounded quarterly. Integepaiyable by the Company on the first day of ddalnch, June, September and
December. Following an event of default, the owiditag balance will accrue additional interest aate of four percent (4%) per annum
until the event of default is cured or waived. Tampany may prepay the loan at any time before nitatuithout penalty.

The credit agreement is secured by all of the pedgoroperty or assets of TransAtlantic (Holdingsstralia Pty. Ltd., including all of tl
ordinary shares in the capital of TransAtlantic #alsa.

The credit agreement contains certain covenantsifidimit the ability of the Company and its ssibiaries to, among other things,
change the name of the Company or any of its sidrid, create liens, issue shares of any subgjdiaclare or pay dividends on share
capital, redeem or repurchase shares, sell absetew money from third parties, pay out indebtexin® non-arm’s length parties or
guarantee indebtedness. In addition, any procesdsved by the Company or any subsidiary from @ shhssets outside the ordinary
course of business or from equity or debt finangisigall be paid first to Dalea up to the amounstautding under the credit agreement.

The Company has reached a tentative agreemenDaltra to amend the Dalea credit agreement to ieertree loan facility by $14.0
million and to allow the use of funds for generatporate purposes. Such amendment is subject tbetegy approval.

There were no amounts outstanding under the cagdiement as of December 31, 2008. The Companigdraoived $59.0 million
pursuant to the credit agreement as of March 30920
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Common Stock

December 2008 private placement and Longe acquisiti

In December 2008, the Company acquired 100% oistheed and outstanding shares of Longe Energy editLonge”) from
Longfellow Energy, LP, a member of the Riata Grdng;onsideration for the issuance of 39,583,338mon shares of the
Company, valued at $0.71 per share, and 10,00@®®®non share purchase warrants. Each warrantesntiitt holder to purchase
one common share at an exercise price of $3.08h@ee through December 30, 2011. ConcurrentlyCthrapany issued
35,416,667 common shares at a price of $1.20 @eesh a private placement with Dalea, Riata Trafes#ic, LLC (“Riata
TransAtlantic”), Matthew McCann and other purchagbiat have relationships with Mr. Mitchell resafiin gross proceeds of
$42.5 million. Mr. McCann is the chief executivdioér and a director of the Company. The Compagmed $1.1 million in
transaction costs for the Longe acquisition andctireeurrent private placement.

April and May 2008 private placement

In April and May 2008, the Company issued 10,000,68mmon shares and 25,000,000 common sharesctieshe to Riata
TransAtlantic, Dalea and certain friends and faroilyir. Mitchell in connection with a two-stage yate placement transaction
announced in March 2008. Riata TransAtlantic i® alsnember of the Riata Group. The private placésmesulted in gross
proceeds of Cdn $12 million.

December 2006 private placement

The Company issued 4,500,000 Units at $0.85 petrfdngross proceeds of $3.8 million. Each Unitsisted of one common shz
and one common share purchase warrant. Each wamttied the holder to acquire one common shaeepice of $1.05 through
December 4, 2008. A total of 1,440,353 warrantssvexercised during 2008, and the remaining warrexpged December 4, 20(

Stock option plan

The number of shares issuable pursuant to the CoytgpAmended and Restated Stock Option Plan (th&it® Plan”), and under
any stockbased compensation arrangements the Company mayfroav time to time, shall not exceed 10% of thgragate issue
and outstanding common shares, on a non-diluted,ketghe time of grant of an option (subjectéotain adjustments). We had
1,549,580 common shares reserved for issuance thel@ption Plan as of December 31, 2008. Desigrattgployees of the
Company, including officers and directors, cert@intractors and outside directors of the Compaayelgible to receive options to
purchase common shares. The Option Plan is adetiedby the compensation committee of the Compaigesd of directors. All
options presently issued under the Option Plan lbdiee-year expiry.

Pursuant to the Option Plan, the Company grantédropto acquire 100,000 common shares on Auguaddg. All the options
were granted with a five year term exercisablelad® per share. All of the granted options veshiee equal installments over a
two year period, with one-third vesting on the daftéhe grant; and the remaining two-thirds vestingAugust 1, 2009 and 2010.

Pursuant to the Option Plan, the Company grantédropto acquire 340,000 common shares on Jun2QDB. All the options wer
granted with a five year term exercisable at $p@Bshare. All of the granted options vest in ttegeal installments over a two y
period, with one-third vesting on the date of thang; and the remaining two-thirds vesting on Juhe2009 and 2010.
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Pursuant to the Option Plan, the Company grantédregpto acquire 915,000 common shares on Decemt#807. All of the options
were granted with a five-year term exercisable0aB$ per share. The options were issued on thfeetit vesting schedules. 165,000 of
the options issued vested immediately. As to 60D¢dfGhe options issued, 1/3 vested immediatey wiill vest in one year and 1/3 will
vest in two years. As to 150,000 of the optionsésk 1/3 vested immediately, 1/3 vested on Margl2808 and 1/3 vested on
December 31, 2008.

Pursuant to the Option Plan, the Company also gdamptions to acquire 1,355,000 common sharesmmda 10, 2007. All of the
options were granted with a five-year term exetdisat $1.00 per share. The options were issuad/omifferent vesting schedules. As
to 405,000 of the options issued, 50% vested imatelyi and 50% vested on January 10, 2008. As tg0980f the options issued, 1/3
vested immediately, 1/3 vested on January 10, 20081/3 will vest on January 10, 2009.

Based upon these terms, a Black-Scholes pricingehumtives a fair value for the grants of approxeha$583,000 and $554,000
recognized as stock-based compensation expenteefgears ended December 31, 2008 and 2007, resggcAt December 31, 2008,
the unamortized amount of stock-based compensatipanse was $283,000.

The estimated weighted average grant date faievaflwptions issued during 2008 and 2007 was $Anti6$0.40, repectively, determir
using the Black-Scholes pricing model with thedaling assumptions:

Option Value Inputs 2008 2007
Risk free interest rai 1.7% 4.2%
Expected option lif¢ 5 Year: 5 Year:
Volatility in the price of the Compar's share: 74-77% 71-172%
Forfeiture 10% 10%

Details of the Option Plan at December 31, 200820a¥ are presented below.

2008 2007
Weighted Weighted
Number Number

average average
of exercise of exercise

(Shares in thousands) options price options price
Outstanding at beginning of ye 4,28¢ $ 0.8C 2,28( $ 0.87
Granted 44(C 1.2 2,27( 0.7z
Expired (65) (0.99) (80) (0.8
Exercisec (247) (0.60) (185) (0.79
Outstanding at end of ye 441 $ 0.8¢ 4288 $ 0.8C
Exercisable at end of ye 3,55¢ $ 0.8¢ 2,957 $ 0.8¢
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The following table summarizes information abowc&toptions as at December 31, 2008 (Shares irsémuls):

Options Outstanding

Weighted-
average options exercisable

remaining Weighted- Weighted -
Range of Prices Number contractual average Number average
Low High outstanding life exercise prict exercisable exercise prict
(years)

$0.31 $0.74 81t BCE $ 0.31 56& $ 0.31
$0.7¢ $0.9¢ 1,49t 1.01 $ 0.8¢4 1,49t $ 0.8¢
$1.0( $1.2C 1,68( 2.8¢ $ 1.0 1,365 $ 1.05
$1.2: $1.32 428 4.4¢ $ 1.2¢ 13C $ 1.2t

4,41 2.5¢ $ 0.8t 3,55¢ $ 0.8:
10. Income taxes

The income tax provision differs from the amourattivould be obtained by applying the Canadian tasieral and provincial income

tax rate to net loss for the year as follows:

(In thousands) 2008 2007
Statutory tax rat 29.5(% 32.12%
Loss before ta (8,579 (7,939
Expected income tax reducti $ (2,529 $ (2,549
Increase (decrease) resulting fr
Stoclk-based compensatic 172 17¢
Change in enacted tax ra (36€) 787
Expiration of tax deductior 102 95
Change in valuation allowan: 2,82¢ 1,67¢
Other (20§) (185)
Total $ — $ —

The components of the net future income tax asdeeéeember 31, 2008 and 2007 are as follows:

(In thousands) 2008 2007
Future income tax liabilitie
Property and equipme $ — $ —
Future income tax asse
Property and equipme 26C 26¢
Operating loss car-forwards 16,51¢ 13,84«
Capital loss cari-forwards 1,112 95¢
Share issue cos 54 112
Debt financing fee 68 -
Valuation allowanct (18,017 (15,189
Net future income tax asset (liabilit $ — $ —
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The Company has accumulated losses or resourdedealaductions available for income tax purposé&3anada and the U.S. No
recognition has been given in these consolidateahfiial statements to the future benefits that raaylt from the utilization of losses for
income tax purposes. The Company has non-capitébsaes in Canada of approximately $2.9 milliorichirexpire commencing in 2009
and non-capital losses in the U.S. of approxime®&4 million which expire commencing in 2009. Then@pbany has capital losses in
Canada of approximately $7.7 million which haveexpiry date.

11. Segment information

As of December 31, 2008, the Company and its sigsgd operate in two industry segments, explonagiod production of oil and
natural gas (“E&P”) and drilling services, withiaur reportable geographic segments: Morocco, Raamdnirkey and Corporate. E&P
operations in the U.S. have been discontinued eméhaluded in Corporate. Segment assets, net vegeand net loss in each of its
reportable segments are as follows:

Corporate  Romania Turkey Morocco Total
(in thousands)

As of December 31, 200

Segment asse $39,48( $3,95- $10,23( $37,06¢ $90,72°
Year ended December 31, 20C

Net revenue $ — $ — $ — $ — $ —
Net loss $ 473 $ 70€ $ 91€ $ 2,214 $ 8,57«
As of December 31, 200

Segment asse $ 253¢ $1,881 $§ 63 $ 2,19 $ 6,67¢
Year ended December 31, 20C

Net revenue $ — $— $ — $ — $ —
Net loss $6178 $ 811 $ 23¢ $ 712 $ 7,937

Corporate
Exploration Drilling
& Production Services  and Other Total
(in thousands)

As of December 31, 200

Segment asse $ 23,807 $35,74¢ $31,17: $90,72’
Year ended December 31, 20C

Net revenue $ - $ — $ — $ —
Net loss $ 278 $1,051 $ 4,73¢ $ 857/
As of December 31, 200

Segment asse $ 414 $ — $ 2,53¢ $ 6,67¢
Year ended December 31, 20C

Net revenue $ - $ — $ — $ —
Net loss $ 1,762 $ — $ 6,17t $ 7,937
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12. Financial instruments

Cash and cash equivalents, receivables, accouyablgaand accrued liabilities were each estimatdthve a fair value approximating
carrying amount due to the short maturity of thims¢ruments.

Interest rate risk

The Company is exposed to interest rate risk @sualtrof its fixed rate notes and its variable sdtert-term cash holdings. Interest rate
changes would result in gains or losses in the atarddue of the Company’s fixed rate debt due tfedinces between the current market
interest rates and the rates governing these mstnts.

Foreign currency risk

The Company has underlying foreign currency expastine Company’s currency exposures relate toddions denominated in the
Australian Dollar, Canadian Dollar, British Poustljropean Union Euro, Romanian New Lei, Moroccarh@in and Turkish New Lira.
Foreign currency forward contracts have not beew tis manage exchange rate fluctuations. The Coynggneed to a fixed currency
exchange rate of AUD $0.7024 to US $1.00 in thelitegreement with Dalea (see note 8). The facilias undrawn at year-end. There
were no amounts outstanding under the credit ageeeat December 31, 2008. At March 31, 2009, they@mny had borrowed $59.0
million (AUD$84.0 million) under this facility.

Concentration of credit risk

The majority of the Company’s receivables are wittie oil and gas industry, primarily from its irstity partners and government
agencies. The receivables are not collateralizediale, the Company has experienced minimal bats dafd has no allowance for
doubtful accounts as of December 31, 2008 and ZD®& majority of the Company’s cash and cash edgiNs are held by two financial
institutions in Canada and Texas.
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13. Settlement provision

In conjunction with the sale of the Company’s Bakansubsidiary effective June 20, 2005, the Compmleposited $1.76 million into an
escrow account to address any liabilities and daiatating to prior operations in Nigeria. Pursuardén agreement reached in 2007, a net
amount of $306,000 of the escrow amount was akatand recently paid with respect to fiscal ye@881through 2004. In April 2007,
$415,000 of the escrow amount was released to ¢ihep@ny. Accordingly in the second quarter of 208&,Company recorded $102,C

of interest income (on amounts held in escrow s@@h) and a reduction in the settlement provisib$313,000. The remaining

potential liability to the Company includes taxegedl for the period January through June 2005, a@dCbmpany expects the remaining
escrow amount of $240,000 to be sufficient to carer potential liabilities. In addition, the Compaagreed to pay a bonus to its
President for his efforts in completing this tractgan equivalent to 3.75% of the deferred paymedhtsd when received, up to a
maximum of $600,000. The Company does not expeddeive any deferred payments.

14. Acquisitions

On September 19, 2008, the Company entered intochase agreement to acquire all of the issuedatsianding shares of Longe from
Longfellow, both members of the Riata Group, and¢enaconcurrent private placement of TransAtlaodicmon shares. The
transactions closed on December 30, 2008 (the fi@jd3ate”). Longes$ activity to date has been to acquire oilfield/ser equipment ar
exploration licenses in Morocco. Longe, a privaggrBuda limited company, was incorporated on Aptil2008 and became an indirect
wholly-owned subsidiary of the Company on Decengisr2008. Pursuant to the terms of the purchasseagent, the Company acquired
all of the issued and outstanding shares of Longmnsideration for the issuance of 39,583,333 comshares and 10,000,000 common
share purchase warrants. Each warrant entitlelsdluer to purchase one common share at an exgnécgeof $3.00 per share through
December 30, 2011. Concurrently with the acquisjttbe Company issued 35,416,667 common shareprateaof $1.20 per share in a
private placement with Dalea, Riata TransAtlaridc, McCann and other purchasers that have relatipssvith Mr. Mitchell, resulting

in gross proceeds of $42.5 million to the Company.
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The operations of Longe did not meet the definitba business in accordance with SFAS 141R, aner§img Issues Task Force No. 98-
3, “ Determining Whether a Nonmonetary Transaction imesIReceipt of Productive Assets or of a Busindsscbrdingly, assets
acquired and liabilities assumed were recordeleit estimated fair values in accordance with (GBAP.

The purchase price of the Longe acquisition isodews:

(in thousands
Fair value of TransAtlantic common sha $ 28,10/
Fair value of TransAtlantic common share purchaagants 5,22¢
Transaction cosi 484
Total Purchase Pric $ 33,81t

The fair value of TransAtlantic’'s common sharesduisedetermining the purchase price was $0.71 lparesbased on the closing price of
TransAtlantic’s common shares on December 30, 2008 .fair value of the 10 million TransAtlantic caron share purchase warrants
was determined using the Black-Scholes pricing rhafita the following assumptions: stock price of. $0; volatility of 169%; dividend
rate of 0%; risk-free interest rate of 1.67%; agmit of three years.

Transaction costs include fees for legal, accognexchange fees, printing and filing services emges related to the special committee
formed of independent directors to evaluate andmegend the Longe acquisition and the special slo&dehmeeting held to approve the
Longe acquisition.

Consistent with the purchase method of accounthmgtotal purchase price is allocated to the aeguiangible assets and assumed
liabilities of Longe based on their fair valuesodishe Closing Date. The allocation of net assetpiaed is as follows:

(in thousands
Property and equipme $ 32,35(
Deposits on equipme 2,50¢
Other 12€
Accounts payabl (1,170
Total net assets acquir $ 33,81¢
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Under the terms of the purchase agreement, Traastiktlassumed Longe’s existing work commitmentgifdling and other exploratory
activities under its exploration permits in Morocco

15. Commitments and contingencie:

As of December 31, 2008, the Company had remaiviy program commitments of $2.0 million under@sercif exploration permits
and $1.0 million under its Tselfat exploration périm Morocco that are supported by fully-fundedkaguarantees. The bank guarantees
are reduced periodically based on work performedhé event the Company fails to perform the regliwork commitments, the
remaining amount of the bank guarantees would tieifed.

Normal purchase arrangements are excluded as thalistretionary and/or being performed under @mtsrwhich are cancelable
immediately or with a 30-day natification period.

On December 18, 2008, the Company amended thetiersédor its office space in Dallas, Texas. Theskeexpires on July 31, 2011.
During 2008, the Company entered into three-yegsds for two offices and an apartment, along wiknear leases for an apartment
an operations yard in Morocco as well as one-yeasds for an office and apartment in Romania. Tdragainy entered into a five-year
lease for an operations yard in Turkey with thet®{aroup. The Company’s aggregate annual commisraetas follows:

Payments due by yea
(in thousands)

Total 2009 2010 2011 2012 thereafter
Leases $ 1,81¢ $ 52€ $ 48C $32¢ $245 $ 24z
Permits 10,86! 8,28( 2,581 — — —
Contracts 16,10( 10,55( 5,50( 50 — —

$28,7817  $19,35¢ $8,561 $37¢€ $24: $ 24z

On March 3, 2009, the Company amended the leagbddballas office space adding an additional 2 @fi?are feet increasing the total
space under contract to 8,794 square feet. Thérexierm for the entire space was extended to Déee 31, 2013. The 2009 lease
amendment is not included in the annual lease comenits shown in the table above but will incre&setbtal commitment by $759,000.

16. Related party transactions

The Company has entered into various transactidtishr. Mitchell and the Riata Group, a group ohgoanies formed and owned or
controlled by Mr. Mitchell that are primarily foced on investing in international energy opportwsiti

On April 8, 2008, the Company entered into a $2illan short-term loan with Riata, a member of fRimta Group and used the proceeds
to repay the Quest loan in full. The Company ph&Riata loan in full on May 30, 2008 in connectwith the closing of the second sti
of the private placement announced in March 2008.
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In addition, on April 8, 2008, Dalea, which is alsonember of the Riata Group, purchased 10,00@0660n0on shares from the Company
at Cdn $0.30 per share pursuant to the first stagfee private placement announced in March 2008,an May 30, 2008, Dalea and
Riata TransAtlantic purchased a further 12,630 8ffmon shares from the Company at Cdn $0.36 pee ghasuant to the second st

of the private placement. Mr. McCann also partitgpan the second stage of the private placementhasing 1,100,000 common shares
of the Company. However, neither Mr. Mitchell nor.NcCann were related parties of the Company orca8, 2008 when the Riata
Group first agreed that it or its associates weadicipate in the private placement and provideghort-term loan to the Company.

Effective May 1, 2008, the Company and membersi®@fRiata Group entered into a services agreemelgr wrhich the Company and
members of the Riata Group agreed to provide teehand administrative services to each other fiiome to time on an as-needed basis.
The Company recorded expenditures for the yearceb@deember 31, 2008 of $4.6 million for goods amdiises provided by the Riata
Group, of which $1.5 million was included in acctaipayable at December 31, 2008. The Company redeiveimbursement of
expenses in the amount of $832,000 from Longeeeltd Longe’s participation in the Company’s Morat@xploration permits. In
addition, the Company paid $740,000 to the Riawu@ifor additional drilling equipment deliveredchtsing of the Longe acquisition.
Payables in the amount of $1.5 million due to tiegd&Group at the end of 2008 were settled in casimg the first quarter of 2009.
There were no amounts due from the Riata GroupeaeBber 31, 2008.

In July 2008, Longfellow Energy, L.P. (“Longfellojy"a member of the Riata Group, guaranteed thgatitins of the Company and
Longe under the farmout agreement concerning trezgane-Tissa and Asilah exploration permits in Moooup to a maximum of $25.0
million.

In August 2008, the Company announced that it chdiits operating strategy from a prospect genetatarvertically integrated project
developer. To execute this new strategy, on DeceBhe2008 the Company acquired 100% of the isameldoutstanding shares of
Longe from Longfellow in consideration for the iasee of 39,583,333 common shares of the Company@8@0,000 common share
purchase warrants. Each common share purchasenivantitles the holder to purchase one common sifdtee Company at an exercise
price of $3.00 per share through December 30, 20thcurrently, the Company issued 35,416,667 comshanes at a price of $1.20 per
share in a private placement with Dalea, Riata §Aélantic, Mr. McCann and other purchasers thaehalationships with Mr. Mitchell,
resulting in gross proceeds of $42.5 million.

In November 2008, in connection with the pendinguésition of Longe, the Company and Longe agreatltthe Company suspend
billing Longe for work that the Company was condhugtfor its Moroccan operations. As a result, ther@any recorded approximately
$1.0 million in related expenses that it would hhilled to Longe had the Longe acquisition not beempleted.

On November 28, 2008, the Company entered inteditcagreement with Dalea. The purpose of the Dededit agreement is to fund the
all cash takeover offer by TransAtlantic Austrdba all of the outstanding shares of Incrementa.oAMarch 31, 2009, the Company |
borrowed $59.0 million from Dalea pursuant to thedit agreement for the acquisition of 96% of thiéstanding Incremental shares (see
note 17). The Company has reached a tentative mgraevnith Dalea to amend the Dalea credit agreetmoeintrease the loan facility by
$14.0 million and to allow the use of funds for geal corporate purposes. Such amendment is subjesgulatory approval.
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On December 31, 2008, the Company entered inte dilbale and assignment with Viking Drilling, LL{G/iking”), a member of the
Riata Group. Under the terms of the bills of sald assignment, the Company purchased at costreitééld equipment and other
assets from Viking for use in Turkey, Morocco armhRnia. The cash consideration paid by the Compeasy$8.3 million.

Subsequent event
Incremental

On October 27, 2008, the Company announced itatioteto make an all cash takeover offer (the “@fféor all of the shares in
Incremental, an international oil and gas compamyliply traded on the Australian Stock Exchangee Offer closed on March 6, 2009,
at which time the Company owned or had receive@@tances under the Offer for approximately 96%heflhcremental shares. The
Company has notified Australian securities reguatbat it intends to purchase the remaining Inemetal shares through a statutory
procedure which the Company expects to complefgnil 2009. Incremental was delisted from the Aaban Stock Exchange on
March 26, 2009. In addition, pursuant to Australan, the Company has agreed to purchase all aftkstanding options to acquire
Incremental shares. In exchange for the assignofehe Incremental options to the Company, the Camyphas agreed to pay the
Incremental option holders an aggregate of $725i0@@sh, and the Company has agreed to issue1B&r585 common shares and
829,960 common share purchase warrants. Each wavilahe exercisable for three years from the dztelosing and will entitle the
holder to purchase one common share at an exgnécgeof $1.20. The common shares and common ghaichase warrants will be
issued pursuant to an exemption from registratimaien Regulation S of the Securities Act of 193%am&nded, and are subject to
approval by the Toronto Stock Exchange. The Compasyrecorded $181,000 in deferred charges fosaion costs related to the
acquisition of Incremental as of December 31, 2008.

Long-Term Incentive Plan

On February 9, 2009, the board of directors apptdlie TransAtlantic Petroleum Corp. 2009 Long-témoentive Plan (the “Plan”),
under which the Company plans to award restrictecksunits or other stock-based compensation ticeof its directors, officers,
employees and consultants. The Plan is subjettaieebolder and regulatory approval, and accordjragly stock-based compensation
expenses with respect to any awards granted prismch approvals will not be recorded until sucprapals have been obtained.

Continuance

On March 6, 2009, the Company filed with the U.8c@8ities and Exchange Commission a Preliminaryxy&iatement on Schedule
14A regarding a proposed special meeting of the gizow's shareholders for the purpose of approvingresngement pursuant to which
the Company would be continued under the Bermudapgaaies Act 1981 under the name “TransAtlanticdbetim Ltd.”
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Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

April 1, 2009
TRANSATLANTIC PETROLEUM CORP.

/s/  MATTHEW M c C ANN

Matthew McCann,
Chief Executive Officer

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed belpthe following persons on behalf
of the registrant and in the capacities and ord#ites indicated.

Signature Capacity Date
/s|  MATTHEW M c C ANN Chief Executive Officer (Principal Executive Offie April 1, 2009
Matthew McCann
/s/  HiLbA K OUVELIS Chief Financial Officer (Principal Financial Officand April 1, 2009
Hilda Kouvelis Principal Accounting Officer/Controlle
/s/  N. MALONE M ITCHELL , 3RD Chairman April 1, 2009

N. Malone Mitchell, 3"

/s|  ScotTC. L ARSEN Director April 1, 2009
Scott C. Larsen
/s/ MIcHAEL D. W INN Director April 1, 2009
Michael D. Winn
/sl ALan C. M OON Director April 1, 2009
Alan C. Moon
/s| BRIAN E. BAYLEY Director April 1, 2009

Brian E. Bayley
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Purchase Agreement, dated September 19, 2008, dlyedween Longfellow Energy, LP and TransAtlanttrBleum Corp
(incorporated by reference to Exhibit 2.1 to then(pany’s Current Report on Form 8-K dated SeptertiBeR008, filed with the SEC
on September 25, 200¢

Certificate and Articles of Continuance dated Judgl1997 (incorporated by reference to Exhibitth.the Company’s Registration
Statement on Form -F, filed with the SEC on October 9, 200

Certificate and Articles of Amendment dated Decenihel 998 (incorporated by reference to Exhibittb.he Company Registratio
Statement on Form -F, filed with the SEC on October 9, 200

Certificate and Articles of Amalgamation dated Jamul, 1999 (incorporated by reference to Exhil8ttb the Compar's
Registration Statement on Form-F, filed with the SEC on October 9, 200

Certificate of Amendment and Registration of RestaArticles dated January 17, 2008 (incorporatecelsrence to Exhibit 3.4 to tt
Compan’s Quarterly Report on Form -Q, filed with the SEC on November 14, 20C

By-law No. 1 dated June 2, 1997 (incorporated by esiee to Exhibit 1.4 to the Comp¢ s Registration Statement on Forn-F, filed
with the SEC on October 9, 200

Amended and Restated Registration Rights Agreerdated December 30, 2008, by and between TrangtBatroleum Corp. and
Riata Management, LLC (incorporated by referencexibibit 4.1 to the Company’s Current Report onrfk@-K dated December 30,
2008, filed with the SEC on January 6, 20(

Common Share Purchase Warrant, dated Decembef@8, By and between TransAtlantic Petroleum Cangd.laongfellow Energy
LP (incorporated by reference to Exhibit 4.2 to @@mpany’s Current Report on Form 8-K dated DecerBbe2008, filed with the
SEC on January 6, 200¢

Service Agreement, effective as of May 1, 2008abgt among TransAtlantic Petroleum Corp., Longfellemergy, LP, Viking
Drilling, LLC, Longe Energy Limited and Riata Marexgent, LLC (incorporated by reference to Exhibitl1® the Company’s
Current Report on Forrr-K dated August 6, 2008, filed with the SEC on Falyul2, 2009)

Amendment to Service Agreement, effective as obBet 1, 2008, by and among TransAtlantic Petrol@mp., Longfellow Energy
LP, Viking Drilling, LLC, Longe Energy Limited, M&dil Supply LLC and Riata Management, LLC (incorgerhby reference to
Exhibit 10.2 to the Compa’s Current Report on Forn-K dated August 6, 2008, filed with the SEC on Felyul2, 2009)

Bill of Sale and Assignment, dated December 318269 and between Viking Drilling, LLC and Transéttic Maroc, Ltd.
(incorporated by reference to Exhibit 10.3 to tl@rpany’s Current Report on Form 8-K dated Augu®8, filed with the SEC on
February 12, 2009

Bill of Sale and Assignment, dated December 318209 and between Viking Drilling, LLC and Transattic Worldwide Limited
(incorporated by reference to Exhibit 10.4 to tl@rpany’s Current Report on Form 8-K dated Augu®8, filed with the SEC on
February 12, 2009

Bill of Sale and Assignment, dated December 3182069 and between Viking Drilling, LLC and Transéttic Turkey, Ltd
(incorporated by reference to Exhibit 10.5 to tr@pany’s Current Report on Form 8-K dated Augu088, filed with the SEC on
February 12, 2009

Credit Agreement, dated as of November 28, 200&rady/between Dalea Partners, LP and TransAtlaetiolum Corp.
(incorporated by reference to Exhibit 10.1 to tr@pany’s Current Report on FormkBdated February 4, 2009, filed with the SEC
February 26, 2009

First Amendment to Credit Agreement, dated as nfidey 21, 2009, by and between Dalea PartnersndPreansAtlantic Petroleul
Corp. (incorporated by reference to Exhibit 10.2h® Company’s Current Report on Form 8-K dated &ty 4, 2009, filed with the
SEC on February 26, 200¢

Second Amendment to Credit Agreement, dated aglofuary 4, 2009, by and between Dalea PartnerandPTransAtlantic
Petroleum Corp. (incorporated by reference to BxAi.3 to the Company’s Current Report on Forik 8ated February 4, 2009, fil
with the SEC on February 26, 200
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Third Amendment to Credit Agreement, dated as dirirary 11, 2009, by and between Dalea PartnergndPTransAtlantic
Petroleum Corp. (incorporated by reference to BxAib.4 to the Company’s Current Report on Form 8ated February 4, 2009,
filed with the SEC on February 26, 200

Executive Employment Agreement, effective JulydQ2 by and between TransAtlantic Petroleum Cang. &cott C. Larsen
(incorporated by reference to Exhibit 1.5 to ther(any’s Registration Statement on Form 20-F, filétth the SEC on October 9,
2007).

Management Agreement, effective April 1, 2006, by Aetween TransAtlantic Worldwide, Ltd. and Chaufiéanagement, Inc.
(incorporated by reference to Exhibit 1.6 to ther(any’s Registration Statement on Form 20-F, filétth the SEC on October 9,
2007).

Participating Interest Agreement, effective July 2005, by and among TransAtlantic Worldwide LitransAtlantic Petroleur
Corp. and Scott C. Larsen (incorporated by refexg¢adExhibit 1.7 to the Company’s Registration &tatnt on Form 20-F, filed
with the SEC on October 9, 200

Amended and Restated Stock Option Plan (2006) (fpuated by reference to Exhibit 4.4 to the CompmRegistration
Statement on Form -F, filed with the SEC on October 9, 200

Warrant Indenture, dated December 1, 2006, by atdden TransAtlantic Petroleum Corp. and Compugegesiirust Company of
Canada (incorporated by reference to Exhibit 4 ;i¢cCompany’s Registration Statement on Form 2ied with the SEC on
October 9, 2007’

Investment Agreement, dated March 28, 2008, bylmteleen TransAtlantic Petroleum Corp. and Riatadgement, LLC
(incorporated by reference to Exhibit 4.6 to ther(pany s Annual Report on Form -F, filed with the SEC on May 14, 200t

Credit Agreement, dated March 28, 2008, by and eetwTransAtlantic Petroleum Corp. and Riata Managen L C
(incorporated by reference to Exhibit 4.7 to ther(Pany s Annual Report on Form -F, filed with the SEC on May 14, 200t

Executive Employment Agreement, effective Januar80D8, by and between TransAtlantic Petroleum Cang Jeffrey S.
Mecom (incorporated by reference to Exhibit 4.8 Company’s Annual Report on Form 20-F, filedwilie SEC on May 14,
2008).

Executive Employment Agreement, effective May 1080y and between TransAtlantic Petroleum Corg. Hilda Kouvelis
(incorporated by reference to Exhibit 4.9 to ther(Pany s Annual Report on Form -F, filed with the SEC on May 14, 200t

Credit Agreement, dated April 16, 2007, by and leetw TransAtlantic Petroleum Corp. and Quest Ca@ibap. (incorporated by
reference to Exhibit 4.7 to the Comp’s Registration Statement on Forn-F/A, filed with the SEC on November 13, 200

First Amending Agreement, dated August 10, 2007aty between TransAtlantic Petroleum Corp. and QQapital Corp.
(incorporated by reference to Exhibit 4.8 to therPany’s Registration Statement on Form 20-F/Adfildth the SEC on
November 13, 2007

Second Amending Agreement, dated November 9, 200@nd between TransAtlantic Petroleum Corp. andsRGapital Corp.
(incorporated by reference to Exhibit 4.9 to therPany’s Registration Statement on Form 20-F/Adfildth the SEC on
November 13, 2007

Subsidiaries of the Compar

Certification of the Chief Executive Officer of ti@mpany, pursuant to Section 302 of the Sart-Oxley Act of 2002
Certification of the Chief Financial Officer of tl@mpany, pursuant to Section 302 of the Sart-Oxley Act of 2002
Certification of the Chief Executive Officer of ti@mpany, pursuant to Section 906 of the Sart-Oxley Act of 2002
Certification of the Chief Financial Officer of tl@mpany, pursuant to Section 906 of the Sart-Oxley Act of 2002
Audit Committee Terms of Reference dated March2B09.

* Management contract or compensatory plan or arraege



Subsidiaries of TransAtlantic Petroleum Corp.

Subsidiary

TransAtlantic (Holdings) Australia Pty. Lt
TransAtlantic Australia Pty. Ltc
Incremental Petroleum Limite

Incremental Petroleum (Iraq) Pty. L
Incremental Petroleum (Butmah) Pty. L
Incremental Petroleum (Qara Chauk) Pty. |
Incremental Petroleum (Selmo) Pty. L

Petroleum Exploration Mediterranean Internatiortgl Btd.

TransAtlantic Worldwide, Ltd
TransAtlantic Maroc Ltd
TransAtlantic Turkey, Ltd

Viking Geophysical Services, Lt
Longe Energy Limitec

Riata Energy Turkiye Ltc

Viking International Limitec

DMLP GP Inc.

DMLP LP Inc.

Incremental Petroleum (USA) In
Incremental Petroleum KMD LL!
Incremental Petroleum MCF LL
Incremental Petroleum SEKND LL
TransAtlantic Petroleum (USA) Cor
TransAtlantic Petroleum Cyprus Limite
Longe Energy Cyprus Limite

MOS Viking SRL

TransAtlantic Worldwide Romania SF
Viking Oilfield Services SRI
Dorchester Master Limited Partners|

March 31, 2009

Jurisdiction of Organization

EXHIBIT 21.1

Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Bahamas
Bahamas
Bahamas
Bahamas
Bermuda
Bermuda
Bermuda
British Virgin Islands
British Virgin Islands
California
California
California
California
Colorado
Cyprus
Cyprus
Morocco
Romanis
Romanis
Texas



EXHIBIT 31.1
CERTIFICATION
I, Matthew McCann, certify that:
1. | have reviewed this annual report on Form 16fKransAtlantic Petroleum Corp.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedaresiused such disclosure controls and procedaoes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

b. Designed such internal control over financiglorting, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c. Evaluated the effectiveness of the registsadisclosure controls and procedures and presé@nta report our conclusions ab:
the effectiveness of the disclosure controls andgualures, as of the end of the period coveredibyéport based on such evaluation; and

d. Disclosed in this report any change in the tegig’s internal control over financial reportifgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo&) tias materially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

5. The registrant’s other certifying officer(s) anldlave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize apbrt financial information; and

b. Any fraud, whether or not material, that invavaanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

April 1, 2009 /s M ATTHEW M ¢ C ANN
Matthew McCanr
Chief Executive Office




EXHIBIT 31.2
CERTIFICATION
I, Hilda Kouvelis, certify that:
1. | have reviewed this annual report on Form 16fKransAtlantic Petroleum Corp.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedaresiused such disclosure controls and procedaoes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

b. Designed such internal control over financiglorting, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c. Evaluated the effectiveness of the registsadisclosure controls and procedures and presé@nta report our conclusions ab:
the effectiveness of the disclosure controls andgualures, as of the end of the period coveredibyéport based on such evaluation; and

d. Disclosed in this report any change in the tegig’s internal control over financial reportifgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo&) tias materially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

5. The registrant’s other certifying officer(s) anldlave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize apbrt financial information; and

b. Any fraud, whether or not material, that invavaanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

April 1, 2009 /s/ HiLDA K OUVELIS
Hilda Kouvelis
Chief Financial Office




Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of TransAtlaftetroleum Corp. (the “Company”) on Form 10-K floe year ended December 31,
2008 as filed with the Securities and Exchange Ci@sion on the date hereof (the “Form 10-K”"), |, khaw McCann, Chief Executive Officer
of the Company, hereby certify, pursuant to 18 0.81350, as adopted pursuant to 8906 of the Sasb@mley Act of 2002, that to the best of
my knowledge:

(1) The Form 10-K fully complies with the requiremte of Section 13(a) or 15(d) of the Securitiestaxge Act of 1934; and

(2) The information contained in the Form 10-K fiapresents, in all material respects, the finanmdadition and results of operations of the
Company.

Dated: April 1, 2009 /s| MATTHEW M ¢ C ANN
Matthew McCanr
Chief Executive Office

A signed original of this written statement reqdil®y Section 906 has been provided to TransAtldPizoleum Corp. and will be
retained by TransAtlantic Petroleum Corp. and feled to the Securities and Exchange Commissiats stdff upon request.

The foregoing certification is being furnished asexhibit to the Form 10-K pursuant to Item 60182)(of Regulation S-K and
Section 906 of the Sarbanes-Oxley Act of 2002 (satisns (a) and (b) of Section 1350, Chapter 6Bitté 18, United States Code) and,
accordingly, is not being filed as part of the FdraK for purposes of Section 18 of the Securiigshange Act of 1934, as amended, and is
not incorporated by reference into any filing of Bompany, whether made before or after the datoheegardless of any general
incorporation language in such filing.



Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of TransAtlaftetroleum Corp. (the “Company”) on Form 10-K floe year ended December 31,
2008 as filed with the Securities and Exchange Cimsion on the date hereof (the “Form 10-K))Hilda Kouvelis, Chief Financial Officer a
Treasurer of the Company, hereby certify, purstmi8 U.S.C. §1350, as adopted pursuant to §9@itedbarbanes-Oxley Act of 2002, that to
the best of my knowledge:

(1) The Form 10-K fully complies with the requiremte of Section 13(a) or 15(d) of the Securitiestaxge Act of 1934; and

(2) The information contained in the Form 10-K fiapresents, in all material respects, the finanmdadition and results of operations of the
Company.

Dated: April 1, 2009 /sl HiLDA K OUVELIS
Hilda Kouvelis
Chief Financial Office

A signed original of this written statement reqdil®y Section 906 has been provided to TransAtldPizoleum Corp. and will be
retained by TransAtlantic Petroleum Corp. and feled to the Securities and Exchange Commissiats stdff upon request.

The foregoing certification is being furnished asexhibit to the Form 10-K pursuant to Item 60182)(of Regulation S-K and
Section 906 of the Sarbanes-Oxley Act of 2002 (satisns (a) and (b) of Section 1350, Chapter 6Bitté 18, United States Code) and,
accordingly, is not being filed as part of the FdraK for purposes of Section 18 of the Securiigshange Act of 1934, as amended, and is
not incorporated by reference into any filing of Bompany, whether made before or after the datoheegardless of any general
incorporation language in such filing.



Exhibit 99.1
TRANSATLANTIC PETROLEUM CORP.

AUDIT COMMITTEE

TERMS OF REFERENCE

Purpose

The purpose of the Audit Committee of the Boar@oéctors (the “Committee”) is to assist the Boafdirectors of the Corporation in
fulfilling its responsibilities in relation to fimecial matters, including monitoring and oversedimg quality of the financial reporting and
systems of internal control and risk managemeth®iCorporation. The Committee shall serve as titfeoaity to which the external
auditors of the Corporation report.

Mandate

Management is responsible for preparing the intenth annual financial statements of the Corporaiwehfor maintaining a system of
risk assessment and internal controls to providearable assurance that assets are safeguarddthbtrdnsactions are authorized,
recorded and reported properly. The Committeesparsible for reviewing and monitoring managemeattsons. The Committee shall:

Financial Reportint.

(@) review with management and the Corporationtsreal auditors, the Corporation’s financial repagtin connection with the annual
audit and the preparation of the financial statesyencluding, without limitation, the judgementtbk external auditors as to the
quality and appropriateness of the accounting pies as applied by the Corporation in its finahoggporting;

(b) review with the external auditors, before completid the annual audit of the Corporation, the fitiahstatements and the report
the external auditors thereon, in order to ensaethe external auditors are satisfied with tisgldsure made to them of the
required information and with the content of theaficial statement

(c) review and recommend to the Board of Direcforsapproval, the audited annual financial statetmenthe Corporation and
Management’s Discussion and Analysis in respecetifeand the financial information contained ie tBorporation’s Annual
Information Form, Annual Report, Management Proxyg@ar and other securities filings, prior to fblic release thereof by the
Corporation;

(d) review the unaudited interim financial statetsesf the Corporation and Management’s Discussi@hAnalysis in respect thereof
with management and consult with the external auslitas may be appropriate, and recommend to thedBi Directors approval
of the unaudited financial statements and MD&A #relpublic release thereof by the Corporat



(€)
(f)

(9)

(h)
(i)

review annual and interim earnings press releastesdthe Corporation publicly discloses this imfiation;

periodically review the procedures used to aomthe accuracy of the Corporation’s public distiee of financial information
extracted or derived from the financial statemedfithe Corporation

review with management, the external auditoi, & necessary, legal counsel, any litigatioajral or contingency, including tax
assessments, that could have a material effect tlygofinancial position of the Corporation, and thanner in which these matters
may be, or have been, disclosed in the financ&éstents

review manageme’s plans regarding any changes in accounting pesctic policies and the financial impact thereof|
review accounting, tax and financial aspects ofdaperations of Corporation as the Committee comsidppropriate

Appointment and Oversight of External Auditt.

(@)
(b)

(©)
(d)

()
(f)

annually make a recommendation to the Boafim@ctors as to the re-appointment or appointméth® external auditors of the
Corporation;

review and discuss with the external auditdirsignificant relationships that the external aads and their affiliates have with the
Corporation and its affiliates in order to deterenthe external auditors’ independence, includinthaut limitation, (A) requesting,
receiving and reviewing, on a periodic basis, anf@rwritten statement from the external auditorinéating all relationships that
may reasonably be thought to bear on the indepeedefithe external auditors with respect to thepOmation, (B) discussing with
the external auditors any disclosed relationshipseovices that the external auditors believe nifgcathe objectivity and
independence of the external auditors, and (C)meeending that the Board take appropriate actioesponse to the external
auditor¢ report to satisfy itself of the external audi’ independence

pre-approve all no-audit services of the Corporat’s external auditors, and review fees paid for tleeggmgement:

review and approve the Corporation’s hiringgisees regarding partners, employees and forméngrarand employees of the
present and former external auditc

review and recommend to the Board of Directorshifigis and the amount of the external auc’ fees;
review and approve the audit plans of the exteanditors of the Corporatiol
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5.

(g) Dbe responsible for overseeing the work of tktermal auditor, including the resolution of disagments between management and
the external auditor regarding financial reportiagd require that the external auditor report diydo the Committee; an

(h) meet from time to time separately with the extemalitors to discuss matters of mutual interest,tarconsider any matter that tt
recommend bringing to the attention of the full Bbaf Directors

Internal Controls.
(a) review the adequacy of internal controls and pracesirelated to the expense accounts of officetiBeoCorporation

(b) review with management, and the external auditbeseffectiveness of the Corporat’'s internal controls, and determine whet
the Corporation is in compliance with legal andulatpry requirements and with the Corpora’s policies;

(c) establish procedures for receipt, retentiontaeatment of complaints and concerns regardingwating, internal controls or audit
matters and for the confidential, anonymous sulionigsy employees of concerns regarding questionatteunting or auditing
matters; ant

(d) review with external auditors any corporate tratisas in which Directors or officers of the Corptioa have a personal intere

Risk Managemer.

(a) review with management and the external auditas tssessment of significant risks and exposi
(b) review and assess the steps that management leasttafitigate such risks; al
(c) review manageme’s program to obtain appropriate insurance to ntitigisks.

Genera
() fulfill any other responsibilities and duties reu of the Committee pursuant to applicable |

Duties of Audit Committee as Reserves Commi

(@) review, with reasonable frequency, the Comy's procedures relating to the disclosure of inforomatvith respect to oil and g
activities, including its procedures for complyiwgh the disclosure requirements and restrictidn¥ational Instrument £-101;

(b) review each appointment by the Company of an indéget qualified reserves evaluators or auditorthéncase of any propos
change in such appointment, determine the reasoribd proposed change and whether there havedigmuites between the
appointed qualified reserves evaluator or auditar management of the Compa
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(c) review, with reasonable frequency, the Compsipybcedures for providing information to the dfiedi reserves evaluators or
auditors who report on reserves data for the pagpo$ National Instrument -101;

(d) before approving the filing of reserves datd tre report of the qualified reserves evaluatomualitors thereon, meet with
management and each qualified reserves evaluatarditor appointed by the Company

0] determine whether any restrictions affect the gbdf the qualified reserves evaluator or auditoreport on reserves de
without reservation; an

(i) review the reserves data and the report of thefopehteserves evaluator or auditor thereon;
(e) review, approve and recommend for approval to tharé&
0] the content and filing of the statement of ReseBat® and other information specified in Forn-101F1;
(i) the filing of the report of the independent qualifireserve evaluator or auditor in accordance Wattm 5-101F2; anc
(i)  the content and filing of the report of Managememd Directors in accordance with Form-101F3.

7. Review of the Internal Audit Function

(@) The Audit Committee shall oversee the inteenalit function of the Corporation, including revieg and approving the mandate of
the internal audit function and the Director ofelmtal Audit at least annually. The Committee skalisfy itself that the internal
audit function has adequate resources, organiztgtructure, and independence to perform its resipdities. In addition, the
Committee shall

0] review and approve the annual audit plan and bualggiany significant changes there
(i) confirm the appointment and dismissal of the Dwecif Internal Audit of the Corporatiol
(i)  atleast annually assess the effectiveness ofthenal audit function

(iv)  review regular reports prepared by the Directdntérnal Audit together with managem’s responses and foll-up on
outstanding issues, as necessary;



v) meet privately with the Director of Internal ditias frequently as the Audit Committee feelspprapriate for the Audit
Committee to fulfill its responsibilities, which athnot be less frequently than quarterly in oridel

(1) provide a forum for the Director of Internal ditito raise any internal audit issues or issueh véspect to the
relationship and interaction between the internalitsfunction, management, and the external ausldod other
regulators

(2) confirm that significant resolved and any unieed issues between auditors and management leaveldvought to its
attention;

(3) confirm that the principal risks of the Corpiiwa’s businesses have been identified by manageamehappropriate
policies and systems have been implemented to neahage risks; ar

(4) confirm that the integrity of the Corporat’s internal control and management information systare satisfactor

Committee and Procedures

Composition of Committe.

(@)
(b)
(©)

(d)

The Committee shall consist of not less than tiieectors of the Corporatiol
The members of the Committee shall meet any indigrere requirements of applicable I

All members of the Committee shall be finarlgititerate as determined by the Board of Directioosn time to time and, although
not mandatory, it is preferable that at least oeeniver of the Committee be a financial expert withimmeaning of applicable law
and stock exchange guidelin:

Determinations as to whether a particular Doesatisfies the requirements for membership enGbmmittee shall be made by the
full Board of Directors

Appointment of Committee Membe

Members of the Committee shall be appointed fronetio time and shall hold office at the pleasurthefBoard. Where a vacancy occ
at any time in the membership of the Committemay be filled by the Board. The Board shall filyaracancy if the membership of the
Committee is less than three Directors.



10.

Committee Chai
The Committee shall elect a Chair for the Commifteen among its independent members.

Absence of Committee Che

If the Chair of the Committee is not present at amgeting of the Committee, one of the other inddpehmembers of the Committee
who is present at the meeting shall be chosendZtmmittee to preside at the meeting.

Secretary of Committe
The Committee shall appoint a Secretary for eacétimg.

Meetings

The Committee shall meet at least four times par gad shall meet at such other times during eaah s it deems appropriate. In
addition, the Chair of the Committee may call acigleneeting of the Committee at any time.

Quorum

A majority of the members of the Committee shaligtdute a quorum.

Notice of Meetings

Notice of the time and place of every meeting shalgiven in writing (including by way of writteadsimile communication) to each
member of the Committee at least 24 hours pridheédaime fixed for such meeting, provided howeteat a member may in any manner
waive a notice of a meeting; and attendance of mlmee at a meeting constitutes a waiver of noticthefmeeting, except where a
member attends a meeting for the express purposij@iting to the transaction of any business ergttounds that the meeting is not
lawfully called.

Attendance of the Corporati’'s Officers at Meeting

At the invitation of the Chair of the Committee,eoor more officers of the Corporation may atted@dabany portion of any meeting of t
Committee.

Procedure, Records and Report

Subject to any statute and the articles andhlas of the Corporation, the Committee shall fxagivn procedures at meetings, keep rec
of its proceedings and report to the Board wherCtbemittee may deem appropriate (but not later thamext meeting of the Board).
The minutes of its meetings shall be tabled anta meeting of the Board.
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11.

12.

13.

Delegation

The Committee may delegate from time to time to person or committee of persons any of the Comeigtteesponsibilities that
lawfully may be delegated.

Retention of Adviser

The Committee has the authority:

(a) to engage independent counsel and other advisé@rgdetermines necessary to carry out its du

(b) to set and pay (at the expense of the Corporatienompensation for any advisors employed by tha@ittee; anc
(c) to communicate directly with the external audit:

Review of Terms of Referen:

The Committee shall review and reassess the adggfititcese Terms of Reference at least annually cdinerwise as it deems
appropriate, and recommend changes to the Board.

Whistle Blower Policy — Accounting Matters
Complaints
The Committee shall establish procedures for:

(@) the receipt, retention and treatment of complaietgived by the Company regarding accounting, malesiccounting controls,
auditing matters; an

(b) the confidential, anonymous submission by elygs of the Company of concerns regarding quedileraccounting or auditing
matters.

Complaints regarding accounting, internal accogntiontrols, or auditing matters may be submittethéoCompany in accordance with
this policy. Complaints may be made anonymously, &bt made anonymously, the identity of the persubmitting the complaint will
be kept confidential.

Upon receipt of a complaint, the Chair will condactdesignate a member of the Committee to coraluaitial investigation. In all
cases, the matter will be brought before the Cotemifior a determination of further investigatiord atction.
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Records of complaints made and the resulting actiadetermination with respect to the complaintidhea documented and kept in the
records of the Committee for a period of three gear

The Committee shall review this Whistle Blower gl Accounting Matters annually.

2. Reporting
The Committee shall make regular reports to ther@oancerning its activities.

Approved by the Board of Directors of Corporatiancd the 30th of March, 2009.
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