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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, 2009

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 LTD.

(Exact name of registrant as specified in its chaetr)

Bermuda None
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

5910 N. Central Expressway, Suite 175

Dallas, Texas 75206
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code(214) 220-4323

Securities registered pursuant to Section 12(b) dlfie Act:

Title of each class Name of each exchange on which register¢

Common shares, par value $0 NYSE Amex LLC

Securities registered pursuant to Section 12(g) ¢fie Act: None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405e08#turities Act.  Yed No

Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 ort®ecl5(d) of the Act. Yes[ No

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti® or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requodile such reports), and (2) has been
subject to such filing requirements for the pastigs. YesX No O

Indicate by check mark whether the registrant lisntted electronically and posted on its corpo¥absite, if any, every Interactive
Data File required to be submitted and posted untsto Rule 405 of Regulation Sduring the preceding 12 months (or for such srguerioc
that the registrant was required to submit and posh files). YesO No O

Indicate by check mark if disclosure of delinquitlerrs pursuant to Item 405 of Regulatio-K is not contained herein, and will not



contained, to the best of registrant’s knowledge]dfinitive proxy or information statements incorated by reference in Part Il of this
Form 10-K or any amendment to this Form 104K.

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

Large accelerated file O Accelerated filel

Non-accelerated file [0 (Do not check if a smaller reporting compa Smaller reporting compar [
Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the Bxgie Act). YesO No

The aggregate market value of common shares, pae $8.01, held by nonaffiliates of the registrdratsed on the last sale price of the
common shares on June 30, 2009 (the last busiagssfdhe registrant’s most recently completed sddiscal quarter), was approximately
$172.8 million. For purposes of this computatidhpéicers, directors and 10% beneficial ownerdtwd registrant are deemed to be affiliates.
Such determination should not be deemed an admisis& such officers, directors or 10% beneficiahers are, in fact, affiliates of the
registrant.

As of March 26, 2010, there were 303,795,963 comsi@res outstanding.
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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 Ltd. 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

We are a vertically integrated, international silagyas company engaged in the acquisition, devedapmaxploration, and production of
crude oil and natural gas. We hold interests iretigped and undeveloped oil and gas properties ikeljyy Morocco, Romania, and California.
We own our own drilling rigs and oilfield servicquepment, which we use to develop our propertieburkey and Morocco. In addition, we
provide oilfield services and contract drilling giees to third parties in Turkey and plan to pre&/gmilar services in Morocco.

Strategic Transformation’’Ve underwent a strategic transformation during 2898 result of a series of transactions with Nlokia
Mitchell, 3rd, chairman of our board of directokd.. Mitchell founded Riata Energy, Inc. in 1985 dmdilt it into one of the largest privately
held oil and gas producers in the United State20D6, Mr. Mitchell sold his controlling interest Riata Energy, Inc. (how Sandridge Energy,
Inc.) and founded a group of companies that aragnily focused on investing in international eneagportunities.

In March 2008, we announced that we had enteredaistrategic relationship with Riata Managemeht I(“Riata”), an entity owned b
Mr. Mitchell and his wife. Our initial arrangememntéth Riata included an equity investment into the replacement of our farm-in partner in
both of our Moroccan properties, the extension sifiart term credit facility to us to repay our dgatsling short-term debt, and the provision of
technical and management expertise to assistsiscicessfully developing and expanding our inteomati portfolio of projects.

During the second quarter of 2008, we completedoastage private placement issuing 35,000,000 comrhares to Riata TransAtlant
LLC (“Riata TransAtlantic”), Dalea Partners, LP @®@a") and certain friends and family of Mr. Mit¢héor aggregate gross proceeds of
approximately $11.2 million. Mr. Mitchell is a magexr of Riata TransAtlantic, and Mr. Mitchell alsams and controls Dalea. We used the net
proceeds to pay off all of our short-term debtfuted international exploration activities and fangral corporate purposes. Longe Energy
Limited (“Longe”), an entity that was indirectly oved by Mr. Mitchell, his wife and children, replaceur prior farm-in partner in our
Moroccan properties. In addition, Mr. Mitchell akthtthew McCann, general counsel for Riata, werégiesed by Riata and elected to our
board of directors in connection with the privateggment. Mr. Mitchell serves as chairman of ouarddoof directors, and Mr. McCann also
serves as our chief executive officer.

In the third quarter of 2008, we changed our ojiegatrategy 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”), an entity indirectly owned by Mr. Kthell, his wife and children, in consideration fhe issuance of 39,583,333 common
shares and 10,000,000 common share purchase veai@artcurrently, we issued 35,416,667 common shia@@rivate placement with Dale
Riata TransAtlantic, Mr. McCann and other purchagkeat have business or familial relationships with Mitchell, for gross proceeds of $4
million. Longe owned interests in our Moroccan perjes and four drilling rigs, as well as assodatervice equipment, tubulars and supplies.
Immediately after the Longe acquisition, we pureuthan additional $8.3 million in drilling and ser@iequipment, tubulars and supplies from
Viking Drilling LLC (“Viking”), an entity owned 85%by Dalea, at Viking's cost.

We anticipate that ownership of our own drillinggiand service equipment will enable us to low#lirdy and operating costs over the
long term and control timing for development of puoperties, thereby providing a competitive adaget Because the availability of drilling
rigs and service equipment is limited in Turkey,licco and Romania, we also anticipate that ownershour own drilling rigs and service
equipment will create opportunities to increaseage in each country in which we operate by dgltim earn interests in existing third party
licenses. When the rigs and equipment are not tipgran our properties, we expect to use them é¢wige drilling and oilfield services to third
parties, creating additional opportunities.
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Incremental Acquisition In the first quarter of 2009, we acquired IncretaéPetroleum Limited (“Incremental”) through ouholly-
owned subsidiary, TransAtlantic Australia Pty. L{tTransAtlantic Australia”). We announced our intien to make an all cash takeover offer
to acquire all of the outstanding shares of Incratialen the fourth quarter of 2008. The offer erglion March 6, 2009 and Incremental deli
from the Australian Stock Exchange on March 26,200 March 31, 2009, we owned approximately 96%nafemental’s outstanding
common shares. We completed the acquisition ofgh®ining 4% of Incremental’outstanding common shares through an Austraté&utery
procedure on April 20, 2009. The acquisition ofremental expanded our rig fleet and increased aukfarce of highly qualified field staff,
engineers and geologists in Turkey, one of ouretacguntries. Through the Incremental acquisitiea acquired:

* 100% working interest in a production lease in$ieémo oil field in southeastern Turkey. Situatedtmnorthern edge of tt
Zagros fold belt of Iran and Irag in southeast BytkSelmo has produced approximately 85 milliorrddarof oil to date. For 2009,
our net production of crude oil in the Selmo fieddter royalties, was 411,964 barrels of crudeabdn average rate of 1,369 barrels
per day. We plan on drilling 18 or more developmeelis at Selmo during 201

» 55% working interest in an exploration licensehia Edirne gas field located in the Thrace Basindrthwestern Turkey. W
completed construction of a gathering system aailitfas in the Thrace Basin necessary to begilirgehatural gas from our
discoveries in the Edirne gas field, and we expectinitial eight wells in the Edirne field to comsaline in April 2010. We expect
our net production to exceed 5.5 million cubic feEhatural gas per day starting in the secondtgquaf 2010. We plan to drill 16
more wells on the Edirne license during the remaiirad 2010

* 100% working interest in License 4262, coveringdB,&cres in southeastern Turkey, a 100% workireyést in four exploration
licenses in Midyat in southeastern Turkey covedpgroximately 460,400 acres and a 50% working éstein eight exploration
licenses in the Tuz Golu Basin in central Turkeyering approximately 870,000 acr:

« farm-outs on the McFlurrey project and the South Eastiétman North Dome oil field and a small -operated working interest
the Kettlemen Middle Dome Unit. In February 201@, resigned as operator of the McFlurrey and Soast Eettleman North
Dome farn-outs. Se¢“ltem 2. Propertie—United State”

Sale of Common Share®n June 22, 2009, we closed a Regulation S offesf common shares outside the United States and a
concurrent Regulation D private placement of commsizares inside the United States to accreditedsiowe In the aggregate, we sold
98,377,300 common shares at a price of Cdn$1.66qemon share, raising gross proceeds of approglyndti43.1 million. Of the
98,377,300 common shares sold, 41,818,000 commameskvere offered and sold by us to Dalea. We $6&dB million of the net proceeds
towards paying off a credit agreement with Daldae Temaining portion of the net proceeds was usédind our exploration and development
activities and for general corporate purposesohmection with these offerings, we entered integistration rights agreement providing for
registration of up to 98,377,300 common shareeibsn these offerings, of which 55,544,300 shae&lbeen registered for resale under the
Securities Act of 1933, as amended (the “SecurRies).

EOT Acquisition On July 23, 2009, our wholly-owned subsidiaryafisAtlantic Worldwide Ltd., acquired all of the osvehip interests
in Energy Operations Turkey, LLC (“EOT") for totednsideration of $7.8 million. EOT'’s assets inclad&0% interest in License 3118,
interests in ten other exploration licenses inlseut and southeastern Turkey, inventory and seidatg. License 3118, which covers
approximately 96,000 acres (389 square kilometer$dcated near the city of Diyarbakir in souttteas Turkey. In April and September 2008,
EOT participated in the drilling of the Arpatepexid Arpatepe-2 wells on License 3118, which repregarkey’s first and second economic
discoveries of crude oil from deeper, onshore Palisosandstone formations. The wells, which floweatlurally and were not stimulated, had
initial production rates of approximately 440 ar@Dross barrels of oil per day, respectively, flonited perforations. In 2009, our net
production of crude oil in the Arpatepe field, afteyalties, was 5,107 barrels of crude oil at e@rage rate of 33 barrels per day. In early
March 2010, we acidized the Arpatepe-1 well to lep perforations and eliminate damage incurrethduhe initial completion in the
Bedinan sandstone. The well is currently flowingataverage rate of approximately 500 gross baofedg per day.

Continuance to Bermud&ffective October 1, 2009, we continued to thesdidtion of Bermuda under tl&ompanies Act 1981 of
Bermudafrom the Province of Alberta and changed our nammfTransAtlantic Petroleum Company to TransAtlafeétroleum Ltd. Our
shareholders approved the continuance by a spesialution at a special meeting of shareholderd twelJuly 14, 2009. In connection with the
continuance, each of our common shares becamesamared a common share of TransAtlantic Petroletdn Bnd we became subject to the
laws of Bermuda as if we had originally been incogted under th€ompanies Act 1981 of Bermuda

3
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Offering of Common Share®n November 24, 2009, we closed a Regulation Sinffef common shares outside the United Statessand
concurrent Regulation D private placement of commsizares inside the United States to accreditedsioie In the aggregate, we sold
48,298,790 common shares at a price of Cdn$2.36gyemon share, raising gross proceeds of approzlyn®106.9 million. Of the
48,298,790 common shares sold, we offered and4sa&b,400 common shares to Dalea. Concurrently thiglofferings, we completed a
Regulation D private placement to two accreditaggtors in the United States of 750,000 commoneshair Cdn$2.35 per common share for
gross proceeds to us of approximately $1.66 millie intend to use the net proceeds from theseidfe for our 2010 capital expenditure
program and for general corporate purposes. Inedtion with these offerings, we entered into asegtion rights agreement providing for the
registration of up to 48,298,790 common shareeid$u these offerings, of which 42,838,451 shaeeslbeen registered for resale under the
Securities Act.

Credit Facility.On December 21, 2009, our wholly-owned subsidiafdddLP, Ltd., TransAtlantic Exploration Mediterraare
International Pty. Ltd. (“TEMI”), Talon Exploratigri.td. and TransAtlantic Turkey, Ltd. (collectivelyhe “Borrowers”) entered into a three
year senior secured credit facility with StandashBPIc and BNP Paribas (Suisse) SA. The crediitfais guaranteed by us and eact
Incremental Petroleum (Selmo) Pty. Ltd., TransAitaRetroleum (USA) Corp. and TransAtlantic Worldej Ltd. (collectively, the
“Guarantors”). The credit facility is secured byrgceivables payable under each Borrower’s hyahbmrasales contracts; (ii) the Borrowers’
bank accounts which receive the payments due Baleowers’ hydrocarbon sales contracts; (iii) thares of each of DMLP, Ltd., Talon
Exploration, Ltd., TEMI and TransAtlantic Turkeytd.; and (iv) substantially all of the present dmire assets of the Borrowers. The initial
borrowing base under the credit facility is $30lioil, subject to redetermination from time to tilheans under the credit facility will accrue
interest at a rate of three months LIBOR plus 6.2&%¥annum. We intend to use the credit facilitfinance a portion of the development of
our oil and gas properties in Turkey, acquisitiang for general corporate and working capital pseso See “ltem 7. Management'’s
Discussion and Analysis of Financial Condition &ebults of Operations—Senior Secured Credit Facilit

Current Activities. Our current activities are focused on integrathmgacquisitions of Incremental and EOT, develgmar existing oil
and gas properties in Turkey, Morocco and Romanéeasing our portfolio of properties in Turkepdaexpanding our drilling and other
oilfield services to more rapidly drill and developr oil and gas properties. Our success will ddpempart on discovering hydrocarbons in
commercial quantities and then bringing these disiies into production. As of March 15, 2010, weaevproducing an aggregate of
approximately 2,500 gross barrels of oil per dayrfithe Selmo and Arpatepe oil fields and were eedag the following drilling and
exploration activities:

Turkey
e Dirilling the $-61 development well on the Selmo oil fi¢
» Participating in the drilling of the Arpate-3 well on License 311
» Participating in the drilling of the Pinarbe-1 well in southeastern Turke
» Drilling the Yolboyt-1 well on the Edirne gas fie
* Re-entering and deepening the Go-1 well on License 417
» Connecting our gas gathering facility to a pipelio¢ransport Edirne gas field production to ma
* Increasing crude oil production at the Selmo anpaggpe oil fields through workovers and stimulatidrexisting wells

Morocco
e Drilling the HKE-1 exploratory well on the OuezzéTissa permit:
» Preparing to drill the BT-1 exploratory well on the Tselfat perr

Romania
« Evaluating the 1-development wells on the Vanatori and Marsa lice
» Testing two exploratory wells on the Sud Craioeatise
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Planned 2010 ActivitiesCapital expenditures for 2010 are expected tgadretween $135 million and $150 million. Our pobgel 2010
capital budget is subject to change. We currentin po execute on the following drilling and ex@tion activities in 2010:

Turkey

Drill 18 or more development wells on the Selmofieild, including 1 well to test deeper horizonsldnsalt water disposal well. v
are currently drilling the third of these developrheells for 2010, the-61 well (100% working interes

Drill or participate in the drilling of 6 or morgpraisal and exploration wells on the Arpatepdieitl in addition to the Arpatepe-3
well currently being drilled by the operator ofdliield (50% working interes

Drill 16 or more appraisal and exploration wellsagdition to the three wells drilled this year de Edirne gas field (55% working
interest)

Participate in the drilling of 2 or more exploratiwells in southeastern Turkey, one of which igenily being drilled by th
operator (50% working interes

Drill 5 exploration wells on other licens

Morocco

Complete drilling and testing of the HI-1 well on the Ouezza-Tissa permits (50% working intere:
Drill another exploratory well on the Ouezz-Tissa permits (50% working intere:

Drill the BTK-1 exploratory well on the Tselfat permit (100% wiarkinterest

Drill 2 additional exploratory wells on the Tselfagrmit (100% working interes

Drill 1 exploratory well on the Asilah permits (508rking interest

Drill 1 exploratory well on the Guercif permits @0working interest

Romania

Drill 1 appraisal well on the Izvoru license (10@%6rking interest
Drill up to 3 exploration wells on the Sud Craidi@nse (50% working interes

Drilling ServicesAs of March 15, 2010, we own 5 drilling rigs thae docated in Turkey and 2 drilling rigs that avedted in Morocco.
We also manage 2 drilling rigs in Turkey for Vikipgrsuant to a management services agreement. &\lie tire process of expanding our
drilling services activities, particularly in Tunketo include products and services used to dnitl avaluate oil and natural gas wells, consulting
services used in the analysis of oil and gas resmrand equipment and services used from the ainplphase through the productive life of
oil and natural gas wells. To support these sesyise are in the process of establishing a wiraimision and a stimulation division. We have
already established a seismic division and a cangedivision, and the seismic division has alreadgnmenced third party work in Turkey.

have:

Expanded our seismic acquisition services by addiagcond crew and will add 3D seismic capabiltiielsoth crew:
Begun constructing all of our drilling locationsTmrkey and Morocco using our own equipm

Added one workover rig and recently purchased-14 drilling rig for use in Turke'

Contracted to manage two 2,000 horsepower driliigg) that have been shipped to Turl

Purchased wireline equipment for establishing @hmie division

Formed a cementing division, which is now fully cgtéonal

Begun establishing a pressure pumping and frastimailation divisior

5
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Exploration and Production

Turkey. We began 2009 with interests in twelve onshorearagtibn licenses in Turkey. As of March 15, 201@, kreld interests in 33
onshore exploration licenses and one onshore ptiodulease covering a total of 3.36 million grosses (2.70 million net acres) in Turkey.

Through the Incremental acquisition in March 2008,acquired a 100% working interest in a productéase in the Selmo oil field in
southeastern Turkey. For 2009, our net productfarale oil in the Selmo field, after royalties, 11,964 barrels of crude oil at an average
rate of 1,369 barrels per day. Substantially atbhaf crude oil production is currently concentraitethe Selmo field. Tirkiye Petrolleri Anoni
Ortakligl (“TPAQ"), a Turkish government-owned oil and gasnpany, and Turkiye Petrol RafinerileriSA(“TUPRAS”), a privately-owned
oil refinery in Turkey, purchase all of our crudéproduction from the Selmo field. We have drillsik wells in the Selmo field, four of which
are now in production. We plan a continuous dlprogram on the Selmo oil field throughout 2010.

We also acquired a 55% interest in an exploraimenke in the Edirne gas field in the Thrace Basinvhich there have been drilled ei
successful shallow gas wells. In 2009, we drillad aompleted two wells and successfully completenidther wells on the Edirne license.
completed 90% of a 90 square kilometer 3D seismnieey over the western portion of the Edirne liegrend we expect to complete the
remainder of the survey in the second quarter @20 addition, we completed construction of ehgaihg system and facilities in the Thrace
Basin necessary to begin selling natural gas frand@scoveries in the Edirne gas field. In Decen@9, we entered into a fiweear gas sale
agreement pursuant to which AKSA Dogolgaz Toptatis3aS. (“AKSA”), a natural gas distributor in Turkey, agreed to pase all of our g:
production from the Edirne field. We will sell tigas at a price equal to a 15% discount to the idu#nterruptible Tariff benchmark set by
BOTAS Petroleum Pipeline Corporation (“BOTAS"), teiate-owned crude oil and natural gas pipelinést@ding company in Turkey. We
expect our initial eight wells in the Edirne fidtld come online in April 2010. We expect our netdarction to exceed 5.5 million cubic feet of
natural gas per day starting in the second quaft2®10. We are currently drilling our third weti 2010 at Edirne and plan to drill an additic
16 or more wells during the remainder of the year.

With the acquisition of Incremental, we also acegdir

» 100% working interest in License 4262 in southeasiairkey. We drilled the Atesler well on Licens262 to a depth of 10,8t
feet. We tested the Atesler well in early Augusd2@nd determined that the well was non-commer€la. Atesler well has been
plugged and abandone

» 100% working interest in four exploration licensesated in Midyat in southeastern Turkey. We relgerdnducted a gravity survi
over the Midyat licenses to assist us in identifypmospective area

» 50% working interest in eight exploration licengeshe Tuz Golu Basin. These licenses are in elamgatively unexplored bas
south of Ankara. In February 2010, we acquiredrémeaining 50% working interest in these licensesxichange for a 2%
overriding royalty interest. We recently conductietd geology studies over the area to facilitéte next phase of exploration on
these license:

Through the EOT acquisition in July 2009, we acegiia 50% working interest in License 3118 and @gin ten other exploration
licenses in southern and southeastern Turkey. k&8118 is located near the city of Diyarbakirantbeastern Turkey. In April and Septenr
2008, EOT participated in the drilling of the Arppe-1 and Arpatepe-2 wells on License 3118, whéghasent Turkey'’s first and second
economic discoveries of crude oil from deeper, onstiPaleozoic sandstone formations. The wells, hvfitwved naturally and were not
stimulated, had initial production rates of approately 440 and 190 gross barrels per day, resgdgtifrom limited perforations. In 2009, our
net production of crude oil in the Arpatepe figdéter royalties, was 5,107 barrels of crude oiamatverage rate of 33 barrels per day. We are
currently participating in the drilling of the Arfepe3 well, which the operator commenced drilling indember 2009. In early March 2010,
acidized the Arpatepe-1 well to clean up perforagiand eliminate damage incurred during the inétimhpletion in the Bedinan sandstone. The
well is currently flowing at an average rate of apgmately 500 gross barrels of oil per day.

We also expanded our portfolio of propeartie southeastern Turkey through a famagreement and through applying for licensesctliy:
with the Turkish General Directorate for PetroleAffairs (“GDPA”). In August 2008, we were awarddd Bcenses by the GDPA in the
Malatya area. We paid a party who will be a 10%ipiaant in these licenses cash consideration gnelea that that party would back-in after
payout for 10% in the first well to be drilled dmese licenses. In April 2009, we farmed-in to aplevation license, License 4325, for cash
consideration and the obligation to carry a 10%riest in the first well drilled to earn 90% intdrgsthe license. To date, we have conducted
field geology over this license. In January 2018,aequired two additional licenses in the Malatyeaaf south-central Turkey. In February
2010, we entered into a farm-in agreement to aequB0% interest in an additional license in scagtern Turkey. We reimbursed the operator
past costs of $1.5 million and will pay 50% of tast of the well currently being drilled by the ogter, the Pinarbarsi-1. We will pay the
operator $1.0 million when the well is successfdlfifled. In March 2010, we entered into a farmagreement to acquire a 50% interest in an
additional license in southeastern Turkey. We drilll the Bakuk-101 well to earn the 50% interasthe license. In March 2010, we entered
into a farm-in agreement to acquire a 50% interefive licenses in south-central Turkey. To edrattinterest, we will pay 62.5% of total
drilling and seismic costs until 12.5% of totalllitng and seismic costs paid equals $750,000. &fme we will pay 50% of drilling and
seismic costs incurred.
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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. These licenses &b involve a work program, including technidaidses, reprocessing of data and contin
plans for drilling wells. We are the operator afd% working interest owner of these licenses. Oonkvprogram on these blocks has been
delayed due to security concerns.

In June 2006, we were awarded three onshore efigoi&censes in southeastern Turkey. Two of therises, Block 4173 and Block
4174, are located near Bismil on the Tigris RiveMarch 2008, we farmed-out 75% of our workingeiretst in Blocks 4173 and 4174 to EOT.
In exchange for a 75% interest in the exploratioerises, EOT drilled an exploration well at itstdostest the Bedinan Ordivician formation
(approximately 3,700 meters) on one of the licenshs well encountered mechanical difficulties slycafter encountering the target format
and was abandoned. Through the acquisition of BEQJuly 2009, we are the operator and 100% workitgrést owner of Blocks 4173 and
4174. We have re-entered the Goksu-1 well on Bitick4 and plan to deepen the well by approximatgl9@ feet.

The third license, Block 4175, is located near €apout 60 kilometers from the Iraq border. We haoreducted an initial work program
of detailed fieldwork and geochemical analysistur license. In the first quarter of 2009, we coetgdl a 105 kilometers 2D seismic shoot
the license. We plan to drill the initial well orldBk 4175 in the first half of 2010. We are the i@gter and 100% working interest owner of
Block 4175.

In December 2008, we leased an equipment yardyiarbakir and started shipping tubulars, drillingiggnent and supplies into the
country in support of our planned drilling actieii. With the acquisition of Incremental, we acqiimesecond yard at Selmo and have since
purchased acreage and started an equipment ydhe @&dirne license to support drilling activitiesthe Thrace Basin. We currently own five
drilling rigs located in Turkey and manage two ottelling rigs for Viking in Turkey.

Morocco. We own interests in ten onshore exploration perimitsorthern Morocco. Our Tselfat exploration permas awarded to us in
May 2006, and we are the operator and 100% worikitggest owner in the Tselfat permit. As part of dsgelfat work program, in the second
guarter of 2008, we completed a 3D seismic surwey the Brou Draa and Haricha fields. In 2009, wiked the HR-33bis well in the Haricha
field on the Tselfat exploration permit to helpesswhether there is the opportunity for redevekaprof the previously produced but
abandoned Haricha field. We plan to complete ostfirtg of this well in the second quarter of 201G @Wan to begin drilling one deeper
exploration well, the BTK-1, by the end of the sed@uarter of 2010 and plan to drill two additioebhllow exploration wells on the Tselfat
permit in 2010.

In July 2008, we agreed to farm-in to five Ouezzaissa and two Asilah exploration permits held kiyebt Petroleum Morocco, Inc. and
Anschutz Morocco Corporation (collectively, “Dir&cin northern Morocco. Under the farm-in agreemeve: will earn a 50% interest in the
Ouezzane-Tissa and Asilah exploration permits logyoay Direct for 100% of the costs of drilling e wells on the Ouezzaféssa and Asila
permits. If one of the three wells is a commersiaicess, as defined in the farm-in agreement,wigewould carry Direct in the drilling of a
fourth well. We became the operator of the OuezZdsga and Asilah exploration permits after reagivjovernment approval. We drilled our
first well on the Ouezzane-Tissa exploration pesitie OZW-1 well. We encountered an extremely Ipigdssure water zone near 9,000 feet
which we could not drill through. Accordingly, wave plugged and abandoned this well. We are culyrdritling at our cost a second well on
the Ouezzane-Tissa exploration permits, the HKEell. Wpon completion of this well, we are requirgnter the terms of the farm-in
agreement to drill another well on the Ouezzanrssa permits in 2010. On the Asilah permits, we cotet a 2D seismic survey in late 2008
and acquired 200 kilometers of 2D seismic, andli@®? we acquired an additional approximately 96rkitters of 2D seismic on the Asilah
permits. We are evaluating the data for a plannelan the Asilah permits in 2010.

We were awarded two Guercif exploration permitdanuary 2008. We are the operator and 80% workimgepof the Guercif permits.
As part of our Guercif work program, we re-entefedged and tested the MSD-1 well, which we congaleds a dry hole in the fourth quarter
of 2008. We are committed to drill another welldrefthe end of 2010 and will carry the 20% ownethim Guercif exploration permits in that
well. In addition, we replaced our obligation tajaze 300 kilometers of 2D seismic with the obligatto drill another well.

We lease an equipment yard in Meknes, and we diyreave two drilling rigs located in Morocco.

Romania. We own interests in four onshore production licenseRomania. In February 2006, we were awardedizthau, Vanatori and
Marsa licenses. We are the operator and 100% wgikierest owner in the licenses. In 2009, we ellitwo wells on the lzvoru license, two
wells on the Vanatori license and one well on therdd license. Both wells on the Izvoru license warguccessful and will be plugged and
abandoned as dry holes. The first well on the Mamétense failed to reach total depth and waggéd and abandoned. We skid the rig to
a second well on the Vanatori license. We are atlgevaluating the Marsa well and the second Vamatell.
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In June 2009, we entered into an agreement withir8jeResources Ltd. (“Sterling”) to farm-in to 8feg’s Sud Craiova Block E 111-7 in
western Romania. In exchange for a 50% working @ste we agreed to drill three exploration wellstloe Sud Craiova license, each to a depth
of approximately 3,280 feet (1,000 meters). Atieggoint in each well, we and Sterling will eachatlwhether to proceed to completion and
will each bear our proportionate share of compietiad infrastructure costs. Sterling will remaia tiperator of the Sud Craiova license. We
began drilling the first of the three exploratioelis at our cost on the Sud Craiova license in Madwer 2009. The NG-02 well encountered gas
shows and is being tested, and the NG-04 well kas plugged and abandoned because it was non-caimm&he NG-01 well has been
drilled and is awaiting testing.

We lease an equipment yard in Izvoru. We do not amndrilling rigs in Romania.

United States.With the acquisition of Incremental, we acquiretbiests in three projects in the San Joaquin Vali@entral California:
farm-outs on the McFlurrey project and the SoutktEaettleman North Dome oil field and a small ngremated working interest in the
Kettleman Middle Dome Unit. Incremental acquiredsé projects in May 2008.

The McFlurrey farm-out covers 9,100 net acres a$éhold in Kings, Fresno and Kerns counties inf@ailia. We drilled two wells in
March and April 2009, paying 100% of the cost. Wsted the first well and determined it was non-cemuial. Based on these results, we did
not test the second well. The South East Kettlehanth Dome farm-out covers 1,155 net acres of lealsein Kings County, northeast of the
McFlurrey farm-out. In February 2010, we entereld i settlement agreement with our partner in th&lMrrey and South East Kettleman
North Dome farr-outs to settle certain disagreements betweendis@anpartner. Pursuant to the settlement agreementesigned as operator
of the farm-outs and transferred ownership of the McFlurrey wells to the partner, subject to obligation to plug and abandon the first well
at our cost. In addition, we agreed to pay thengarfor our share of the costs of plugging and dbaimg, and cleaning up and restoring the
surface and well site of the second well. We edtnoar costs for plugging, abandonment and restoratf the two wells will be approximate
$65,000.

We own a non-operated working interest in the Ketdn Middle Dome Unit located in Kings County Gatifia. This unit produces
approximately 125 gross barrels of oil per day glaith small amounts of associated natural gasoWte a 5% interest in five existing wells
on the Kettleman Middle Dome Unit (three are cutlseproducing). On all new projects and well progisssubmitted and completed after
May 16, 2008, we will own a 10% non-operated wogkimerest. The operator plans to recomplete twihefive wells located in the unit.
Plans for further development will be addresseerdfie results of the two recompletions are evatlidtVe are currently seeking purchasers for
our interest in the Kettleman Middle Dome Unit.

Nigeria. We originally acquired an interest in the OML 1d8bore Nigerian concession in 1992. In June 20@5sold our Bahamian
subsidiary which owned the interest in OML 109. Wserved $2.5 million as an abandonment fund, a¢fm$i1.8 million was deposited into
an escrow fund to address any liabilities and cdaietating to our prior operations in Nigeria. Apximately $720,000 of these funds were
returned to us in 2007. As of December 31, 2009 btlance of the escrow fund was $240,000. Theirémgapotential liability to us is for
taxes owed for the period January through June ,28@bwe expect the remaining escrow amount tafficignt to cover any potential tax
liabilities.

Principal Capital Expenditures and Divestitures
The following table sets forth our principal capgapenditures during 2009 (in thousands of dg)lars

Fiscal Year Endec

December 31,

Expenditure Type 2009

Oil and gas propertie $ 14,23¢

Drilling services and other equipme 52,37:
Subtotal 66,61¢

Acquisition of Incremental Petroleum Limited, nétcash receive 51,87:

Acquisition of Energy Operations Turkey, LLC, nécash receive: 7,692
Total capital expenditures and divestitu $ 126,18
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There were no capital divestitures during 2009.

Principal Markets

In accordance with the Financial Accounting Staddd@oard (“FASB”) Accounting Standards CodificatiASC") 280, Segment
Reporting("ASC 280") (formerly Statement of Financial Accding Standards (“SFAS”) No. 13Disclosures about Segments of an Enter|
and Related Informatiojy we have two reportable operating segments, extidm and production of oil and natural gas (“E&Rhd drilling
services, within three reportable geographic segsn&omania, Turkey and Morocco. For financial mfation about our operating segments
and geographic areas, refer to “Note 13—Segmeatrirdtion” to our consolidated financial statements.

Customers

During 2009, substantially all of our crude oil guztion was concentrated in the Selmo field in BytkilPAO, a Turkish government-
owned oil and gas company, and TUPRAS, a privatelged oil refinery in Turkey, purchase all of ounae oil production from the Selmo
field. During 2009, we sold $27.2 million of crudi to TPAO and TUPRAS, representing 98.2% of ataltrevenues. In December 2009, we
entered into a five year gas sales agreement pursuavhich AKSA, a natural gas distributor in Tayk agreed to purchase all of our gas
production from the Edirne field. We will sell tigas at a price equal to a 15% discount to the idu#nterruptible Tariff benchmark set by
BOTAS. We expect gas sales to commence in ApriD2The loss of any of these customers could hawatarial adverse effect on us.

Competition

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 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 indégehoil and gas companies in each of
the following areas:

» seeking oil and gas exploration licenses and prigluticenses and lease

» acquiring desirable producing properties or newgdsdor future exploratiol

» marketing natural gas and oil producti

* 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 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 technedogiore rapidly than we can. Our ability to explimenatural 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 enviramt.

Governmental Regulations

Government RegulationOur current or future operations, including exatmn and development activities on our propertiequire
permits from various governmental authorities, anch operations are and will be governed by lawisragulations governing exploration,
development, production, exports, taxes, labordgtads, occupational health, waste disposal, tadisnces, land use, environmental
protection and other matters. Compliance with thregeirements may prove to be difficult and expemsDue to our international operations,
we are subject to the following issues and uncaitss that can affect our operations adversely:

» the risk of expropriation, nationalization, waryedution, border disputes, renegotiation or modifien of existing contracts, and
import, export and transportation regulations ardfs;

» taxation policies, including royalty and tax incsea and retroactive tax clain
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» exchange controls, currency fluctuations and otimeertainties arising out of foreign governmenteseignty over internation
operations

* laws and policies of the United States affectingiign trade, taxation and investme

» the possibility of being subjected to the exclugiwgsdiction of foreign courts in connection widggal disputes and the possi
inability to subject foreign persons to the jurigain of courts in the United States; ¢

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

Permits and Licensedn order to carry out exploration and developnardil and gas interests or to place these intaroercial
production, we may require certain licenses andhjierfrom various governmental authorities. Theae be no guarantee that wél be able tc
obtain all necessary licenses and permits thatleagquired. In addition, such licenses and perangssubject to change and there can be no
assurances that any application to renew any egifitenses or permits will be approved. We alsoesttransport and use explosive materials
in certain of our drilling service operations, whiare also subject to special controls and regylatgimes in certain countries in which we
conduct our services.

Repatriation of Earnings Currently, there are no restrictions on the nég@dn of earnings or capital to foreign entitfeesm Turkey,
Morocco or Romania. However, there can be no assarthat any such restrictions on repatriationashigs or capital from the
aforementioned countries or any other country wherenay invest will not be imposed in the futuree Yay be liable for payment of taxes
upon repatriation of certain earnings from the efioentioned countries.

Environmental The oil and natural gas industry is subject tteesgive and varying environmental regulations icheaf the jurisdictions
in which we may operate. Environmental regulatiestablish standards respecting health, safety mvidbbamental matters and place
restrictions and prohibitions on emissions of vasisubstances produced concurrently with oil atdrabgas. In most instances, the regulatory
requirements relate to the handling and disposdtithing and production waste products and wastaied by water and air pollution control
procedures. These regulations can have an impatiesselection of drilling locations and facilitjigmtentially resulting in increased capital
expenditures. In addition, environmental legislatioay require those wells and production facilite®e 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 complyindhweitvironmental and operation legislation wheravemoperate.

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 compliandt all applicable laws at the time those actiomsemaken. 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 piErsaif we do not comply.

Employees

As of March 15, 2010, we employed approximately pé6ple and, through a service agreement with Ledlogé, Viking, Longe, MedOi
Supply, LLC and Riata, contracted for the servigleapproximately 51 additional people. As of Mafdh 2010, approximately 65 of our
employees at one of our Turkish subsidiaries greegented by collective bargaining agreements thighTurkish Employers Association of
Chemical, Oil and Plastic Industries (KIPLAS) ahd Petroleum, Chemical and Rubber Workers Uniofuokey (PETROL-IS). The
collective bargaining agreements expire Januar2812. We consider our union and employee relatiols satisfactory.

Formation

We were incorporated under the laws of British @ddia, Canada on October 1, 1985 under the namedRdsources Ltd. and
continued to the jurisdiction of Alberta, CanadaentheBusiness Corporations A@Alberta) on June 10, 1997. Effective Decemberd®8l
we changed our name to TransAtlantic Petroleum (Effective October 1, 2009, we continued to thésjliction of Bermuda under the
Companies Act 1981 of Bermudader the name “TransAtlantic Petroleum Ltd.”
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Available Information

Our annual reports on Form 10-K, quarterly reportg=orm 10-Q, current reports on Form 8-K, and aiments to those reports filed or
furnished pursuant to Section 13(a) or 15(d) ofSkeurities Exchange Act of 1934, as amended @xelfange Act”), are made available free
of charge on our website at www.transatlanticpetrnl.com as soon as reasonably practicable aftee tieports and other information are
electronically filed with or furnished to the SEC.

ltem 1A.  Risk Factors.
Risks Related to Our Business
We have a history of losses and may never be pabfé.

We have incurred substantial losses in prior ydawsing 2009, our comprehensive loss was approxtyp&52.5 million and we used
$50.8 million of cash in operating activities. Wayrsuffer significant additional losses in the fetand may never be profitable. Even if we do
achieve profitability, we may not be able to sustai increase profitability on a quarterly or annasis. We expect to incur losses unless and
until such time as one or more of our propertiesegates sufficient revenue to fund our continuipgrations.

The future performance of our business will depapoin our ability to identify, acquire and develafg#ional oil and gas reserves that
are economically recoverable. Success will depguah the ability to acquire working and revenuerieses in properties upon which oil and
gas reserves are ultimately discovered in commiego@ntities, and the ability to develop prospéitd contain additional proven oil and gas
reserves to the point of production. Without susfidsacquisition and exploration activities, we lwibt be able to develop additional oil and
gas reserves or generate additional revenues. Bhemo assurances that additional oil and gasveseill be identified or acquired on
acceptable terms, or that oil and gas reservedwitliscovered in sufficient quantities to enatdeairecover our exploration and development
costs or sustain our business.

The successful acquisition and development ofrall gas properties requires an assessment of redeeeserves, 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 discoverfyany reserves. Operations may be
curtailed, delayed or canceled as a result of tdaddequate 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 developnmesy materially exceed our initial
estimates.
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We will require significant capital to continue ouexploration and development activities beyond Daber 2010.

We recently expanded our planned 2010 drilling prog We may not have sufficient funds to conductexploration and development
activities beyond December 2010. If we are unabléniance our planned exploration and developmetitities on acceptable terms or at all,
our operations may be materially and adverselyctdte

Future cash flows and the availability of debt quigy financing will be subject to a number of \abies, such as:
» the success of our prospects in Romania, Morocddrankey;
* success in finding and commercially producing resgranc
» prices of natural gas and ¢

Debt financing could lead to:
» asubstantial portion of operating cash flow baledicated to the payment of principal and intei
* our company being more vulnerable to competitivespures 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 effeaiwr business, financial condition and resultepdrations.

Difficulties in combining the operations of Increnrgal and EOT with our operations may prevent us fnoachieving the expected
benefits from the acquisitions.

There are significant risks and uncertainties dased with our acquisitions of Incremental and EOQfie acquisitions are expected to
provide substantial benefits, including among othergs, expanding our rig fleet and increasingwarkforce of highly qualified field staff,
engineers and geologists in Turkey, one of ourdiacguntries. Achieving such expected benefitsiigest to a number of uncertainties,
including:

» whether the operations of Incremental and EOT raegrated with us in an efficient and effective mam

« difficulty transitioning customers and other busisieelationships to our compat

» problems unifying management of a combined comp

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

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

Failure to achieve these benefits could resulbdandgased costs, decreases in the amount of expestenles and diversion of
management’s time and energy from the developmehbaeration of our existing business that couldenaly and adversely impact our
business, financial condition and operating results

We have identified material weaknesses in our imak control over financial reporting. These matelisveaknesses, if not corrected,
could affect the reliability of our financial stat@ents and have other adverse consequences.

Under Section 404 of the Sarbanes-Oxley Act of 20@2are required to furnish a report by our mansg# on internal control over
financial reporting. This report must contain, amather matters, an assessment of the effectiverieas internal control over financial
reporting, including a statement as to whetheratronir internal control over financial reportingeffective. This assessment must include
disclosure of any material weaknesses in our iaterantrol over financial reporting identified byromanagement. In addition, the report must
contain a statement that our auditors have issnedtastation report on management’s assessmeutbfinternal control over financial
reporting.

We have identified several material weakeesn our internal control over financial repagtes of December 31, 2009 related to our
acquisition and integration of Incremental. Failtodave effective internal controls could leadtmisstatement of our financial statements. If,
as a result of deficiencies in our internal corsty@le cannot provide reliable financial statememts business decision process may be
adversely affected, our business and operatindtsesauld be harmed, investors could lose confidanwur reported financial information, t
price of our common shares could decrease anduility &0 obtain additional financing, or additidrfenancing on favorable terms, could be
adversely affected. In addition, failure to mainteffective internal control over financial repadicould result in investigations or sanctions
regulatory authorities.

We intend to take further action to remeslthe material weaknesses and improve the effaatiss of our internal control over financial
reporting. However, we can give no assurancedtieamneasures we may take, will remediate the nategaknesses identified or that any
additional material weaknesses will not arise mfiliture due to our failure to implement and mamsalequate internal control over financial
reporting. In addition, even if we are succesgiudtrengthening our controls and procedures, thos&ols and procedures may not be adec
to prevent or identify irregularities or ensure fai presentation of our financial statementsudeld in our periodic reports filed with the SE



Our secured credit facility contains various covema that limit our management’s discretion in theeration of our business and can
lead to an event of default that may adversely affeur business, financial condition and results operations.

The operating and financial restrictions and conéna our senior secured credit facility with Stard Bank, Plc and BNP Paribas
(Suisse) SA may adversely affect our ability tafine future operations or capital needs or to engagther business activities. Our credit
facility contains various covenants that restrigt ability to, among other things:

* incur additional debi
e create liens

12



Table of Contents

« enter into any hedge agreement for speculativegseg

* engage in business other than as an oil and géaratipn and production compar
» enter into sale and leaseback transaction

* enter into any merger, consolidation or amalgama

In addition, the credit facility requires us to mi@iin specified financial ratios and tests and &main commodity price hedge
agreements, as described in “ltem 7. ManagemermngsuBsion and Analysis of Financial Condition aresits of Operations—Senior Secured
Credit Facility.” Various risks, uncertainties agents beyond our control could affect our abilidty}comply with the covenants and financial
tests and ratios required by the credit facilitd @aould result in a default under the credit fayili

An event of default under the credit facility inds, among other events, breach of certain covemat obligations, our bankruptcy or
insolvency, and failure to meet the required finahests and ratios. In the event of our bankmpicinsolvency, all amounts payable undel
credit facility become immediately due and payabighe event of any other default under our créaditlity, the lenders would be entitled to
accelerate the repayment of amounts outstandingedwer, in the event of a default we would loseahiity to draw on, and the lenders wo
have the option to terminate, any obligation to enikther extensions of credit under the creditiifgcin addition, in the event of a default
under the credit facility, which is secured by gabsally all of the assets of the Borrowers, teieders could proceed to foreclose against the
assets securing such obligations. In the event a@icaeleration of our indebtedness or a foreclosarall or substantially all of the assets of the
Borrowers, our business, financial condition arglilis of operations may be materially and advera#gcted.

Global financial conditions have been subject tacieased volatility. This may impact our ability tdtain equity, debt or bank
financing in the future and may adversely impact oaperations.

Current global financial conditions have been sciiije increased volatility and numerous commeraral financial enterprises have eit
gone into bankruptcy or creditor protection or haeed to be rescued by governmental authoritiesegsto public financing has been
negatively impacted by sub-prime mortgage defatlitsiquidity crisis affecting the asset-backethooercial paper and collateralized debt
obligation markets, massive investment losses bkdwavith resultant recapitalization efforts andedigtration in the global economy. These
factors may impact our ability to obtain equitybtier bank financing on terms commercially reasémédus, if at all. Additionally, these
factors, as well as other related factors, mayedesreases in asset values that are deemed thevehmn temporary, which may result in
impairment losses. If these increased levels ddtility and market turmoil continue, our operatiamild be adversely impacted and the tra
price of our securities could continue to be adeigraffected.

Banks have been adversely affected by the worlde@d@omic crisis and have severely curtailed exgdiguidity lines, increased pricil
and introduced new and tighter borrowing restritdito corporate borrowers, with extremely limitedess to new facilities or for new
borrowers. These factors could negatively impactadility to access liquidity needed for our busieién the longer term.

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

We depend on the performance of Mr. Mitchell, S€httarsen, president, Matthew McCann, chief exgeudfficer, and Gary Mize,
chief operating officer. The loss of any of Mes&#itchell, Larsen, McCann or Mize could negativetypact our ability to execute our strate
We do not maintain key person life insurance petiain Messrs. Mitchell, McCann or Mize.

We may experience difficulty staffing our drillingigs, seismic equipment and other services equiptnen

We have a limited number of employees and will nteestaff our drilling rigs, seismic equipment astlier services equipment, and to
add staff to other departments. We may experieiifieuty in finding a sufficient number of experieed crews to work on our drilling rigs,
seismic equipment and other services equipmentirafinlding experienced staff in other departmentsomplete the work required.
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Our contract drilling operations will depend on thevel of activity in the oil and natural gas expltion 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 tlwivety. 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.

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

Our future success depends on the success of plaration, development and production activitieg@th of our prospects. These
activities are subject to numerous risks beyondcoutrol, including the risk that we will be unaliteeconomically produce our reserves or be
able to find commercially productive natural ga®ibreservoirs. Our decisions to purchase, expldexelop or otherwise exploit prospects or
properties will depend in part on the evaluatiodata obtained through geophysical and geologitalyaes, production data and engineering
studies, the results of which are often inconclesiv subject to varying interpretations. The cdstrdling, completing and operating wells is
often uncertain before drilling commences. Overrinnsudgeted expenditures are common risks thatrege a particular project unprofitable.
Further, many factors may curtail, delay or prewdriling operations, including:

* unexpected drilling condition:
e 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, compliancthwenvironmental and other regulatory requiremegntst
» declines in natural gas and oil pric
Our future drilling activities might not be succkssand 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.

We have limited current production.

We have limited current production. Substantiallyofour crude oil production is concentrated lie tSelmo field in Turkey. TPAO, a
Turkish government-owned oil and gas company, doBRAS, a privately-owned oil refinery in Turkey,rphase all of our crude oil
production from the Selmo field. In addition, swdtally all of our natural gas production will bencentrated in the Edirne field when our
wells in the Edirne field come online, which we egpto occur in April 2010. AKSA, a natural gastdisutor in Turkey, has agreed to purch
all of our gas production from the Edirne fieldaly of these companies fails to purchase our mtamy our results of operations could be
materially and adversely affected.

We could experience labor disputes that could digrour business in the future.

As of March 15, 2010, approximately 65 of our enygles at one of our Turkish subsidiaries are reptedeby collective bargaining
agreements with the Turkish Employers Associatio@leemical, Oil and Plastic Industries (KIPLAS) ahe Petroleum, Chemical and Rubber
Workers Union of Turkey (PETROL-IS). The collectibargaining agreements expire January 31, 2012nRak work disruptions from labor
disputes could disrupt our business and adverstdgtaur financial condition and results of opéas.
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Our operations are primarily conducted in MoroccRomania and Turkey and we are subject to politicatonomic and other risks ar
uncertainties in these countries.

Due to our international operations, we are sulifetiie following issues and uncertainties that afi@ct our operations adversely:

» the risk of expropriation, nationalization, waryo&ition, border disputes, renegotiation or modition of existing contracts, al
import, export and transportation regulations anfs;

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

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

» laws and policies of the United States and of therocountries in which we operate affecting foneligade, 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 jur@diin of courts in the United States; ¢

» the possibility of restrictions on repatriationeafrnings or capital from foreign countri
Acts of violence, terrorist attacks or civil unrest Turkey could adversely affect our business.

We currently derive substantially all of our reverftom the Selmo oil field in southeastern Turkeyaddition, we have plans for
substantial exploration activities in Turkey anghest to begin producing gas from the Thrace Basimoirthwestern Turkey in April 2010.
Recently, areas of Turkey have experienced pdljtizacial or economic problems, terrorist attadksurgencies or civil unrest. If any of these
events or conditions occurs, we may be unabledesacthe locations where we conduct operatiortholse locations where we have emplo
or operations, we may incur substantial costs tmtaia the safety of our personnel and our openati®espite these precautions, the safety of
our personnel and operations in these locationsaoatinue to be at risk, and we may in the futwfées the loss of employees and contractors
or our operations could be disrupted, any of witichld have a material adverse effect on our busiagd results of operations.
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We could be assessed for Canadian federal tax assalt of our recent continuance under the Compasiéct 1981 of Bermuda.

For Canadian tax purposes, we are deemed, immbdistfore the completion of our continuance untier Companies Act 1981 of
Bermuda, to have disposed of each property ownagslgr proceeds equal to the fair market valughaf property, and will be subject to tax
on any resulting net income. In addition, we aguied to pay a special “branch tax” equal to 25%ny excess of the fair market value of our
property over the “paid-up capital” (as definedhie Income Tax Act (Canada)) of our outstanding mam shares and our liabilities.
Management, together with its professional adviseit determine the fair market value of our prayeand the paid-up capital of our common
shares for these purposes. Management does naipateithat the deemed disposition of our assdtdranarket value will result in any
material adverse Canadian income tax consequeneessand believes that the paid-up capital of eanrmon shares and our liabilities exceeds
the fair market value of our property resultingim“branch tax’being payable. However, our final determinationhef fair market value of ol
property may be higher than currently anticipatethe Canada Revenue Agency (“CRA”) may not acoepidetermination of the fair market
value of our property. In the event that our fidatermination or CRA’s determination of fair markatue is significantly higher than currently
anticipated and such determination is final, we fa@yubject to material amounts of tax resultiognfthe deemed disposition.

We are involved in litigation over the ownership afportion of the surface rights at the Selmo aild in Turkey.

Substantially all of our 2009 revenue was generfitad the sale of oil produced from the Selmo w@ld in Turkey. Our subsidiary,
Incremental, has been involved in litigation wittrgons who claim ownership of a portion of theacefrights of the Selmo field, which
encompasses almost all of our production wells.angthe Turkish government are vigorously defendimge cases. Although the litigation
does not affect our ownership of the Selmo produdicense, if this litigation is not resolved inrdavor, our operations on the affected
portions of the Selmo oil field could be materialigrupted. A material disruption to our operatiab$Selmo could have a material adverse
effect on our business.

Risks Related to the Oil and Gas Industry
Reserve estimates depend on many assumptions thgttorn out to be inaccurate.

Any material inaccuracies in our reserve estimatamderlying assumptions could materially afféa guantities and present values of
our reserves. The process of estimating naturahgdil reserves is complex. It requires inteigiens of available technical data and various
assumptions, including assumptions relating to esua factors. Any significant inaccuracies in th@gerpretations or assumptions could
materially affect the estimated quantities and gmésalue of reserves that we may report. In or@repare these estimates, we must project
production rates and timing of development expemdd. We must also analyze available geologicaplygsical, production and engineering
data, and the extent, quality and reliability détlata can vary. The process also requires ecanassumptions relating to matters such as oil
and natural gas prices, drilling and operating esps, capital expenditures, taxes and availatififunds.

Actual future production, oil and natural gas psiceevenues, taxes, development expenditures, tomgexpenses and quantities of
recoverable oil and natural gas reserves mosylikél vary from our estimates. Any significant vance could materially affect the estimated
guantities and pre-tax net present value of resethagt we may report. In addition, we may adjusitrestes of proved reserves to reflect
production history, results of exploration and depeent, prevailing oil and natural gas prices atieer factors, many of which are beyond
control. Moreover, there can be no assurance tivateserves will ultimately be produced or that proved undeveloped reserves will be
developed within the periods anticipated. Any digant variance in the assumptions could materiaffgct the estimated quantity and value of
our reserves.

Investors should not assume that the pre-tax msipt value of our proved reserves is the curramnket value of our estimated oil and
natural gas reserves. We base the pre-tax netrpnesieie of future net cash flows from our provedarves on prices and costs on the date of
the estimate. Actual future prices, costs, andstleme of produced reserves may differ materiaibnf those used in the pre-tax net present
value estimate.
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We may not correctly evaluate reserve data or tkpleitation potential of properties as we engagedar acquisition, development, at
exploitation activities.

Our future success will depend on the successodoguisition, development, and exploitation atiéé. Our decisions to purchase,
develop or otherwise exploit properties or prosp&dtl depend in part on the evaluation of dataaot#d from production reports and
engineering studies, geophysical and geologicdlyaes and seismic and other information, the resaflivhich are often inconclusive and
subject to various interpretations. Our estimaggmrding reserves and production resulting fromattwuisitions of Incremental and EOT and
our exploration and development activities may prtivbe incorrect, which could significantly reduee income and our ability to generate
cash needed to fund our capital program and otbeking capital requirements in the longer term.

We may be unable to acquire or develop additionederves, which would reduce our cash flows and imeo

In general, production from natural gas and oilpgrties declines over time as reserves are deplettidthe rate of decline depending on
reservoir characteristics. If we are not successfolr exploration and development activitiesroacquiring properties containing reserves,
reserves will generally decline as reserves arduymed. Our natural gas and oil production is higldpendent upon our ability to economically
find, develop or acquire reserves in commerciahtjties.

To the extent cash flow from operations is reduedttier by a decrease in prevailing prices for redtgas and oil or an increase in find
and development costs, and external sources afatégicome limited or unavailable, our ability take the necessary capital investment to
maintain or expand our asset base of natural ghsidreserves would be impaired. Even with suffitiavailable capital, our future explorat
and development activities may not result in addai reserves, and we might not be able to drdtipctive wells at acceptable costs.

A substantial or extended decline in natural gasaail prices may adversely affect our ability to eteur capital expenditure
obligations and financial commitments.

Our revenues, operating results and future ratggafth are substantially dependent upon the priewgagrices of, and demand for, natt
gas and oil. Lower natural gas and oil prices mag eeduce the amount of natural gas and oil tleat@an produce economically. Historically,
natural gas and oil prices and markets have belatilepand they are likely to continue to be vidain the future.

A decrease in natural gas or oil prices will notyaeduce revenues and profits, but will also redtie quantities of reserves that are
commercially recoverable and may result in chatgesarnings for impairment of the value of thessetss If natural gas or oil prices decline
significantly for extended periods of time in theure, we might not be able to generate sufficiash flow from operations to meet our
obligations and make planned capital expenditiMasural gas and oil prices are subject to widetflations in response to relatively minor
changes in the supply of, and demand for, nataslagd oil, market uncertainty and a variety ofitamtthl factors that are beyond our control.
Among the factors that could cause fluctuations are

» change in local and global supply and demand farrabgas and oil

» levels of production and other activities of theg@nization of Petroleum Exporting Countries anceptiratural gas and oil
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 oil production activities; ar
» the price and availability of alternative fue
Lower natural gas and oil prices may not only daseeour revenues on a per unit basis, but alsoratye the amount of natural gas and

oil that we can produce economically. A substantiadxtended decline in oil or natural gas pricesy tmave a material adverse effect our
business, financial condition and results of openat
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Undeveloped resources are uncertain.

We have undeveloped resources. Undeveloped respumciiding undeveloped reserves, by their natane significantly less certain
than developed resources. The discovery, deteripimahd exploitation of undeveloped resources reggignificant capital expenditures and
successful drilling and exploration programs. We/mat be able to raise the additional capital wedn® develop these resources. There is no
certainty that we will discover additional resowg@e that resources will be economically viableéemhnically feasible to produce.

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 reésdtibstantial losses to us due to injury and tdde, 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 damatgan-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.

We are subject to complex laws and regulations liming 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 permitsiaréssued 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 gnifisaint. Further, these laws and regulations @ablange 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 froand be subject to substantial
liability claims for, uninsured or underinsured riss related to our natural gas and oil operations.

We do not intend to insure against all risks. Catural gas and oil exploration and production édibtis will be subject to hazards and
risks associated with drilling for, producing anartsporting natural gas and oil, and storing, farting and using explosive materials, and any
of these risks can cause substantial losses mgdiftm:

» environmental hazards, such as uncontrollable flofwsatural gas, oil, brine, well fluids, toxic gasother pollution into the
environment, including groundwater and shorelinetamination;

« abnormally pressured formatior

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

» fires and explosions

e personal injuries and dea

» 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 inswamwverage could have a material adverse effeotiobusiness, financial condition or results
of operations.
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We might not be able to identify liabilities assateéd with properties or obtain protection from saif against them, which could cause
us to incur losses.

Our review and evaluation of prospects and futerqesitions 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 mayteilling or unable to provide effective
contractual protection against all or part of thpegblems, and we often assume environmental dret oisks and liabilities in connection with
acquired properties.

Competition in the oil and gas industry is intenssnd many of our competitors have greater finangisgéchnological and other
resources than we do, which may adversely affeat ability to compete.

We operate in the highly competitive areas of od gas exploration, development, production andia@tgpn with a substantial number
of other companies, including U.S.-based and foremgmpanies doing business in each of the couritriahich we operate. 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 prtiimluticenses

» acquiring desirable producing properties or nevgdsdor future exploratiol

« marketing natural gas and oil producti

» 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 prospectsm@nductive oil and gas properties than we can hecelxtent competitors are able to pay more
for properties than we are paying, we will be abepetitive disadvantage. Further, many of our cetitgrs enjoy technological advantages
over us and may be able to implement new techne$ogiore rapidly than we can. Our ability to explmreand produce natural gas and oil
prospects and to acquire additional propertiebéftiture will depend upon our ability to succeBgfconduct operations, implement advanced
technologies, evaluate and select suitable prasestnd consummate transactions in this highly ctitiygeenvironment.

We might not be able to obtain necessary permitgpravals or agreements from one or more governmagéncies, surface owners, or
other third parties, which could hamper our expldian, development or production activities.

There are numerous permits, approvals, and agrésmih third parties, which will be necessary ider to enable us to proceed with
our development plans and otherwise accomplistobjactives. The government agencies in each coiumtmhich we operate have discretion
in interpreting various laws, regulations, and giek governing operations under the licenses. Eurite may be required to enter into
agreements with private surface owners to obtatessto, and agreements for, the location of seffadlities. In addition, because many of
the laws governing oil and gas operations in tierirational countries in which we operate have lerected relatively recently, there is only a
relatively short history of the government agentiasdling and interpreting those laws, including ¥arious regulations and policies relatin
those laws. This short history does not providemsitve precedents or the level of certainty thatie us to predict whether such agencies will
act favorably toward us. The governments have bdisatetion to interpret requirements for the ismgaof drilling permits. Our inability to
meet any such requirements could have a matenalrae effect on our exploration, development odpotion activities.
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We may not be able to complete the exploration,adewgment or production of any, or a significant pown of, the oil and gas interests
covered by our leases or licenses before they expir

Each license or lease under which we operate fizschterm. We may be unable to complete our exgtion, development or production
efforts prior to the expiration of licenses or lesisFailure to obtain government approval for enge or lease, an extension of the license or
lease, be granted a new exploration license oeleathe failure to obtain a license or lease dagea sufficiently large area would prevent or
limit us from continuing to explore, develop or guze a significant portion of the oil and gas iests covered by the license or lease. The
determination of the amount of acreage to be cavkyethe production licenses is in the discretibthe respective governments.

Political and economic instability or fundamentahanges in the leadership or in the structure of tgevernments in the jurisdictions
in which we operate could have a material negatiugact on our company.

Our foreign property interests and foreign operatimay be affected by political and economic ridkeese risks include war and civil
disturbances, currency restrictions and exchantgefltectuations, labor problems and high ratesition. In addition, local, regional and
world events could cause the jurisdictions in whighoperate to change the petroleum laws, tax [Bwsign investment laws, or to revise tt
policies in a manner that renders our current ataté projects unprofitable. Further, we are sultiecisks in the foreign jurisdictions in whi
we operate of the nationalization of the oil and galustry, expropriation of property or other riesions and penalties on foreign-owned
entities, which could render our projects unprdiliesor could prevent us from selling our assetsparating our business. The occurrence of
any such fundamental change could have a matelvalrse effect on our business, financial conditiod results of operations.

Risks Related to Our Common Shar
The interests of our controlling shareholder may neoincide with yours and such controlling shareld#r may make decisions with
which you may disagree.

As of March 15, 2010, Mr. Mitchell beneficially owd approximately 48.7% of our outstanding commaresh As a result, Mr. Mitche
could control substantially all matters requiririgageholder approval, including the election of dioes and approval of significant corporate
transactions. In addition, this concentration ohevship may delay or prevent a change in controunfcompany and make some future
transactions more difficult or impossible withohetsupport of Mr. Mitchell. The interests of Mr. tetiell may not coincide with our interests
the interests of other shareholders.

Offers or availability for sale of a substantial maber of common shares by our shareholders may cahsemarket price of our
common shares to decline.

We have registered for resale 98,382,751 commoreshmrsuant to two effective registration stateimender the Securities Act. The
ability of our shareholders to sell substantial ante of our common shares in the public marketipam the expiration of any statutory hold
period under Rule 144 under the Securities Act|ccoteate a circumstance commonly referred to d®e@erhang”and in anticipation of whic
the market price of our common shares could fdie €xistence of an overhang, whether or not saes bccurred or are occurring, could
it more difficult for us to raise additional finaing through the sale of equity or equity-relatedusiies in the future at a time and price that we
deem reasonable or appropriate.

The value of our common shares might be affectednbgtters not related to our own operating performan

The value of our common shares may be affecteddtyens that are not related to our operating perémce and which are outside of our
control. These matters include the following:

» the global economic crisis and general economiditimms in Canada, the United States, Romania, EopTurkey and globally
* industry conditions, including fluctuations in thece 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;
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» geological, technical, drilling and processing peats;

* unanticipated operating events which can reducdymtion or cause production to be shut in or dala
» failure to obtain industry partner and other ttpedty consents and approvals, when requ

» stock market volatility and market valuatiol

» competition for, among other things, capital, asgigin of reserves, undeveloped land and skilledganel;
» the need to obtain required approvals from regyadathorities:

» worldwide supplies and prices of, and demand fatral gas and oi

» political conditions and developments in each efd¢buntries in which we opera

» political conditions in natural gas and oil procugregions

* revenue and operating results failing to meet etgiens in any particular perio

» investor perception of the oil and natural gas stdgy

» limited trading volume of our common shar

» change in environmental and other governmentalla¢gigus;

e announcements relating to our business or the éssiaf our competitor.

» our liquidity; and

» our ability to raise additional fund

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

U.S. shareholders who hold common shares duringeaipd when we are classified as a passive foreigveistment company may be
subject to certain adverse U.S. federal income taxsequences

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 pE@able years and could become a passive foreigssiment company in the future. In
general, classification of our company as a padeireign investment company during a period wh&h 3. shareholder holds common shares
could result in certain adverse U.S. federal inctemxeconsequences to such shareholder.

Certain U.S. shareholders who hold common sharesidg a period when we are classified as a contrdllfreign 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 and that we will continue
to be so treated. Consequently, a U.S. sharehtlideowns 10% or more of the total combined vopiogver of all classes of our stock entitled
to vote on the last day of our taxable year maguigect to certain adverse U.S. federal incomeubes with respect to its investment in us.

ltem 1B. Unresolved Staff Comments
None.
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ltem 2. Properties.
Turkey

General. We began 2009 with interests in twelve onshoreagtibn licenses in Turkey. As of March 15, 201@, leld interests in 33
onshore exploration licenses and one onshore ptiotilease covering a total of 3.36 million grosses (2.70 million net acres) in Turkey. -
following is a map showing our interests in Turkey:
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Selmo (Production Lease 829)hrough the Incremental acquisition, we acquagatoduction lease in the Selmo oil field on BI&29.
The lease covers 8,886 acres (36 square kilométessutheastern Turkey. We have drilled the S$52, S-53, S-54, S-58 and S-62 wells in
the Selmo field, four of which are now in producti®e are currently drilling the S-61 well. We #ne operator and 100% working interest
owner in the Selmo production lease. For 2009 hetiproduction of crude oil in the Selmo field eaftoyalties, was 411,964 barrels of crude
oil, at an average rate of 1,369 barrels per dhg.[€ase is set to expire in June 2015 but caermared for an additional ten-year period based
on continued production.

Edirne (License 3839)Through the Incremental acquisition, we acquaednterest in an exploration license in the Edgas field on
Block 3839, covering 119,125 acres (482 squararieters) in the Thrace Basin of northwestern Turkeywhich there have been drilled eight
successful shallow gas wells. We drilled and comtepléhe Kirmizihoyuk-1 well and the Kusey Ikihoydkwell on the Edirne license and
successfully completed two other wells on the lsmeim 2009. We completed 90% of a 90 square kilen&d seismic survey over the western
portion of the Edirne license, and we expect to glete the remainder of the survey in the secondtguaf 2010. In addition, we completed
construction of a gathering system and facilitrethie Thrace Basin necessary to begin selling abgiars from our discoveries in the Edirne gas
field. In December 2009, we entered into a fiverygss sales agreement pursuant to which AKSA, aralagas distributor in Turkey, agreed to
purchase all of our gas production from the Edfrele. We will sell the gas at a price equal to5#4d.discount to the Industrial Interruptible
Tariff benchmark set by BOTAS. We expect our iniggght wells in the Edirne field to come onlineApril 2010. We expect our net
production to exceed 5.5 million cubic feet of matigas per day starting in the second quarte0@02We have drilled, logged and cased two
wells in 2010 and are currently drilling our thirell. Upon completion of the third well, we planddll 16 or more additional wells on the
Edirne license during the remainder of 2010. Wetlaeeoperator and 55% working interest owner inEdéne license.

Arpatepe (License 3118fhrough the EOT acquisition, we acquired a 50%-aperated working interest in Block 3118, whiclvers
approximately 96,000 acres (389 square kilometezaj the city of Diyarbakir in southeastern TurkeyApril and September 2008, EOT
participated in the drilling of the Arpatepe-1 alwppatepe-2 wells on Block 3118, which representkéyts first and second economic
discoveries of crude oil from deeper, onshore Palisosandstone formations. The wells, which floweatlurally and were not stimulated, had
initial production rates of approximately 440 ar@Dross barrels per day, respectively, from lichperforations. For 2009, our net production
of crude oil in the Arpatepe field, after royaltiegas 5,107 barrels of crude oil, at an averageohB3 barrels per day. In early March 2010, we
acidized the Arpatepe-1 well to clean up perforagiand eliminate damage incurred during the inétimhpletion in the Bedinan sandstone. The
well is currently flowing at an average rate of epgimately 500 gross barrels of oil per day. Weargently participating in the drilling of the
Arpatep«3 well, which the operator commenced drilling indember 200¢



Licenses 4173, 4174 and 4178 June 2006, we were awarded three onshore etjulo licenses in southeastern Turkey. The three
licenses together cover a total of 162,762 acré8 gguare kilometers) and expire in June 2010.

Two of the licenses, Block 4173 and Block 4174,lacated near Bismil on the Tigris River. Our priméarget is an under explored
Paleozoic play at a depth of approximately 9,8@0.f€he work program involves conducting geochehsttadies and reprocessing existing 2D
seismic data, and based on these results addi@@nhakismic may be shot or a well drilled. In Mag308, we farmed-out 75% of our working
interest in Blocks 4173 and 4174 to EOT. In excleafog a 75% interest in the exploration licenseédTHlrilled an exploration well at its cost
to test the Bedinan Ordivician formation (approxieta 3,700 meters) on one of the licenses. The aredbuntered mechanical difficulties
shortly after encountering the target formation aad abandoned. Through the acquisition of EOTuin 4009, we are the operator and 100%
working interest owner of Blocks 4173 and 4174. ége re-entered the Goksu-1 well on Block 4174@ad to deepen it by approximately
3,000 feet.

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 thatioWe have conducted an initial work program etiaded fieldwork and geochemical
analysis on this license. In the first quarter @2, we completed a 105
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kilometers 2D seismic shoot over the license. V& pb drill the initial well on Block 4175 in thedt half of 2010. We are the operator and
100% working interest owner of Block 4175.

Hakkari (Licenses 4268, 4269 and 427@) July 2007, we were awarded three additionahone exploration licenses, Blocks 4268, 4
and 4270, all of which are in southeastern Turkeyhe border with Iraq. The three licenses coviata of 334,600 acres (1,354 square
kilometers) and expire in June 2010, but can bergld¢d for an additional year by posting a $50,0@tdb These licenses will also involve a
work program, including technical studies, repraass of data and contingent plans for drilling wellVe are the operator and 100% working
interest owner of these licenses. Our work progoarthese blocks has been delayed due to securitecas.

Malatya (Licenses 4572, 4573, 4574, 4575, 4576748859 and 4660)In August 2008, we were awarded exploration ke=nby the
GDPA on Blocks 4572, 4573, 4574, 4575, 4576 and/ 4£9%ering an aggregate of 733,901 acres (2,97a@redilometers) in the Malatya area
of south-central Turkey. We paid a party who wil & 10% participant in these licenses cash coradidarand agreed that that party would
back-in after payout for 10% in the first well te trilled on these licenses. We are the operai©8f6 working interest owner of these
licenses, which expire in August 2012. In Janu&@¥@® we acquired two additional licenses (Licen#&s9 and 4660) in the Malatya area of
south-central Turkey.

Tuz Golu and Haymana (Licenses 4310, 4311, 431¥5 48316, 4317, 4342 and 4344)hrough the Incremental acquisition, we
acquired a 50% working interest in explorationrises on Blocks 4310, 4311, 4314, 4315, 4316, 48342 and 4344 covering an aggregate of
870,000 acres (3,521 square kilometers) in theQaiz Basin south of Ankara in central Turkey. Thiksenses are in a large, relatively
unexplored basin and expire in May 2012. In Felyr28x10, we acquired the remaining 50% working ie¢ein these licenses in exchange f
2% overriding royalty interest. We recently conautfield geology studies over the area to facditie next phase of exploration on these
licenses. We are the operator and 100% workingdastewner in these licenses.

Midyat (Licenses 3969, 3970, 3971 and 397TAyough the Incremental acquisition, we acquirepl@ation licenses on Blocks 3969,
3970, 3971 and 3972 covering an aggregate of 46@dfes (1,863 square kilometers) in Midyat in Beastern Turkey. These licenses expire
in November 2010. We recently conducted a gravityey over these licenses to assist us in identifyrospective areas of the licenses. We
are the operator and 100% working interest ownénése licenses.

Gurun (License 4325)In April 2009, we farmed-in to an explorationditse on Block 4325 for cash consideration and Iligadion to
carry a 10% interest in the first well drilled tara 90% interest in the license. To date, we hawelacted field geology over this license. Block
4325 covers 122,246 acres (495 square kilometes)uth-central Turkey. We are the operator ofitense, which expires in February 2012.

License 4262 Through the Incremental acquisition, we acquaerdxploration license on Block 4262, covering 8,80res (12 square
kilometers) in southeastern Turkey. We drilled Atesler well on Block 4262 to a depth of 10,851t f&de tested the Atesler well in early
August 2009 and determined that the well was nanfoercial. The Atesler well has been plugged andddaed. We are the operator and
100% working interest owner in this license, whieh plan to relinquish upon completion of abandonnag reclamation activities and
submission of a final report to the GDPA.

Other. In February 2010, we entered into a farm-in ageee to acquire a 50% interest in a license intszagtern Turkey. We
reimbursed the operator past costs of $1.5 mikind will pay 50% of the cost of the well currerttlging drilled by the operator, the Pinarbarsi-
1. We will pay the operator $1.0 million when thellws successfully drilled. In March 2010, we eptkinto a farm-in agreement to acquire a
50% interest in an additional license in southeasterrkey. We will drill the Bakuk-101 well to eathe 50% interest in the license. In March
2010, we entered into a farm-in agreement to aequB0% interest in five licenses in south-cerfitakey. To earn the interest, we will pay
62.5% of total drilling and seismic costs until 3% of total drilling and seismic costs paid equ#d50,000. Thereafter, we will pay 50% of
drilling and seismic costs incurred. In Decembed@@ve leased an equipment yard in Diyarbakir daded shipping tubulars, drilling
equipment and supplies into the country in suppbdur planned drilling activities. With the acqjtien of Incremental, we acquired a second
yard at Selmo and have since purchased acreaggatetl an equipment yard on the Edirne licensaipport our Thrace Basin drillir
activities. We currently own 5 drilling rigs locatén Turkey and manage 2 other drilling rigs fokiig in Turkey.

We had total net proved reserves of 10,426 Mbti@tSelmo and Arpatepe oil fields and 7,339 MMdhat Edirne gas field as of
December 31, 2009.

Commercial Terms.Turkey’s fiscal regime for oil and gas licenseprigsently comprised of royalties and income taxydRees are at
12.5% and the corporate income tax rate is 20%.i€beses have a four-year term but after the théar, a payment in the form of a bond
must be made to extend the license if no new vadltbeen drilled prior to that date. The GDPA, thengy responsible for the regulation of oil
and gas activities under the Ministry of Energy &ladural Resources in Turkey, awards a license éfs@proves the applicant’s work
program, which may include obligations such as ggiohl and geophysical work, seismic reprocessimbiaterpretation and contingent
shooting of seismic and drilling of wells.
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Licensing Regime.The licensing process in Turkey for oil and gasce®sions occurs in three stages: permit, licendde@mse. Under a
permit, the government grants the non-exclusivietrig conduct a geological investigation over aaail he size of the area and the term of the
permit are subject to the discretion of the GDPA.

A license grants exclusive rights over an aredtferexploration for petroleum. A license has a tefrfour years and requires drilling
activities by the third year, but this obligatiormynbe deferred into the fourth year by posting adodNo 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 aptdieovert the area, not to exceed 25,000 hectaradease. Under a lease, the lessee
may produce oil and gas. The term of a lease i&@grears. Annual rentals are due based on thartesatomprising the lease.

Morocco

General. We own interests in ten onshore exploration perimiteorthern Morocco. The following is a map shogvisur interests in
Morocco:
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Guercif. In June 2005, we were awarded the Guercif-BeaisZan reconnaissance license covering 3.4 milioesg13,750 square
kilometers) in northeastern Morocco. In January& @@ converted a portion of our Guercif-Beni Zrasgeconnaissance license into two
exploration permits covering a total of 962,000ea03,893 square kilometers) in the Guercif are@itheastern Morocco, pursuant to a
petroleum agreement with the national oil compainMorocco, Office of National des Hydrocarburesies Mines (“ONHYM”).

Pursuant to a participation agreement between@f)3Stratic Energy Corporation (“Stratic”) (20%)caSphere Petroleum QSC
(“Sphere”) (50%), Sphere agreed to bear the eatist of an initial three-year work program to eigsrb0% interest in the two Guercif
exploration permits. In addition, Sphere poste@ anfilion bank guarantee for the initial work pragr with the Moroccan government and
agreed to reimburse us and Stratic for our respebttick costs. In April 2008, Sphere assignedfatsanterests in the Guercif participation
agreement to Longe in exchange for Longe’s assomfi all of Spheres obligations under those agreements. We acquivedé_in Decemb
2008. As a result, we are the operator and 80% inpiikiterest owner of the Guercif exploration paemi

The Guercif exploration permits are for an eighttyerm divided into three periods, each with argef work program. Under the initial
three-year work program, we have re-entered, loggettested the MSD-1 well, a well previously édllin the area, which we completed as a
dry hole in the fourth quarter of 2008. The logd &est failed to establish the presence of hydtmes. We are committed to drill another well
before the end of 2010 and will carry the 20% owinghe Guercif exploration permits in that well.dddition, we replaced our obligation to
acquire 300 kilometers of 2D seismic with the odatign to drill another well.

Tselfat. In May 2006, we were awarded the Tselfat explongpermit covering 222,345 acres (900 square lél@ns) in
northern Morocco pursuant to a petroleum agreem@htONHYM. Tselfat has three fields, Haricha, BDuaa and Tselfat, that produced
from the early 1920s to 1970s, with limited prodactcontinuing into the 1990s. All of the wells gneesently abandoned. The Tselfat permit
provides several opportunities including redeveleptrof the existing fields, extensions of knowndarctive horizons and exploration of hig
impact targets at depth.

In August 2007, we reached an agreement to farnb@W4t of our interest in the Tselfat explorationrpigto Sphere. In exchange for an
option to acquire 50% of our interest in the Tagtrmit, Sphere agreed to fund the costs to aequBD seismic survey over the Haricha f



and northern portion of the Brou Draa field anddtine cost of additional geological studies. Ugua éxercise of its option, Sphere
agreed to fund the drilling and testing of an exalory well and replace our bank guarantee depbsgitth the Moroccan government. In April
2008, Sphere assigned all of its interests in edfait farm-out and option agreement to Longe itharge for Longe’s assumption of all of
Sphere’s obligations under those agreements. WéradgLonge in December 2008. As a result, we fza¥680% working interest and operate
the Tselfat permit.
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Since the award of the Tselfat exploration permé,have been collecting, collating, digitizing aegliewing all of the existing well,
production, seismic and other data. We have repeszksome of the 2D seismic that exists over thekbln addition, we shot a 175 square
kilometer 3D seismic survey over the Brou Draa Hiadcha fields, which was completed in the secouargr of 2008. We drilled the HR-
33bis well in the Haricha field on the Tselfat exqaltion permit to help assess whether there ispip@rtunity for redevelopment of the
previously produced but abandoned Haricha field.pldea to complete our testing of this well in tleeend quarter of 2010. We plan to begin
drilling one deeper exploration well, the BTK-1, the end of the second quarter of 2010 and plahmilidwo additional shallow exploration
wells on the Tselfat permit in 2010. We posted & $8illion bank guarantee in support of the prografrwhich $2.0 million has been returned
to us.

Ouezzane-Tissa and Asilaim July 2008, we agreed to farm-in to five Ouerzdissa and two Asilah exploration permits heldlinect
in northern Morocco. The Ouezzane-Tissa explorgtiemmits cover a combined area of 2,355,606 a&858 square kilometers). The Asilah
exploration permits cover a combined area of 68 dcfes (2,754 square kilometers). Under the faragreement, we will earn a 50% intel
in the Ouezzane-Tissa and Asilah exploration perintcarrying Direct for 100% of the costs of dnidj three wells on the Ouezzane-Tissa and
Asilah permits. If one of the three wells is a coenaial success, as defined in the farm-in agreentieen we would carry Direct in the drilling
of a fourth well. Longfellow has posted a $25.0limil guaranty of our obligations under the farmagreement with Direct. We became the
operator of the Ouezzane-Tissa and Asilah explomgiermits after receiving government approval. ifiiteal period of the Ouezzane-Tissa
permits expire in August 2010. We drilled our firgtll on the Ouezzane-Tissa exploration permits,ZW-1 well. We encountered an
extremely high pressure water zone near 9,000nbith we could not drill through and plugged andradoned the well. We are currently
drilling at our cost our second well on the Ouezzadissa exploration permits, the HKE-1 well. Upampletion of this well, we are required
under the terms of the farm-in agreement to dnitither well on the Ouezzanne-Tissa permits in 2010009, we extended the Asilah permits
into the second period of the exploration permit eeduced the Asilah acreage by approximately ZIl86.Asilah permits expire in May 2012.
On the Asilah permits, we conducted a 2D seismieeguin late 2008 and recently acquired 200 kilerebf 2D seismic, and in 2009, we
acquired an additional approximately 90 kilomet#r2D seismic on the Asilah permits. We are evahggthe data for a planned well on the
Asilah permits in 2010.

Other. We lease an equipment yard in Meknes, and wetlyrhave two drilling rigs located in Morocco.
There are no reserves associated with our Moroggperties as of December 31, 2009.

Commercial Terms.During the exploration phase of each exploratiomyite we and our partners, if any, will operate doeér 100% of
the costs to earn a 75% interest. Our interestsubject to the 25% interest held by ONHYM, whisfcarried by us and our partners, if any,
during the exploration phase, all of which is goezt by the applicable petroleum agreement. ONHY kst share of costs in the
development phase. Once a discovery is made, #zecavered by the discovery is converted into goéation concession, which is goverr
by the applicable association contract. Under goiodation concession, we and our partners, if §A§%) and ONHYM (25%) will each pay
our respective share of costs. Upon conversiom texaloitation concession, we will pay a discovieopnus to ONHYM, and when certain
sustained daily production levels are reached, Weway one-time production bonuses. At Tselfate@zane-Tissa and Asilah, the discovery
bonus at conversion is $500,000 and the one-timdyation bonuses are as follows: 15,000 Bbls/day50$¥00; 25,000 Bbls/day—dmillion;
35,000 Bbls/day—3$2 million and 50,000 Bbls/day—3$8ian. At Guercif, the discovery bonus at conversis $500,000 and the one-time
production bonuses are as follows: 10,000 Bbls/d8y80,000; 20,000 Bbls/day—$750,000; 30,000 Bblstd&y million and 50,000
Bbls/day—$3 million. These production bonuses a&@dudtible and are treated as development costddooccan tax purposes. There is a ten-
year tax holiday on revenues from petroleum pradaatommencing in the year in which production IpsgiAfter ten years, the corporate
rate is 30%. Oil and gas exploration activitiesexempt from both value added tax and customsglutie

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 approximatély 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 gascassions occurs in three stages: reconnaissaecsd,
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 vémyge and generally is unexplored or under-explofés
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reconnaissance license may be extended for upgt@additional year. Interests under a reconnaissa®ese are not transferable. The recipient
of a reconnaissance license commits to a work progind posts a bank guarantee in the amount efstiraated cost for the program. At the
end of the term of the reconnaissance licensdidtiese holder must designate one or more areaoforersion to an exploration permit or
relinquish all rights.

An exploration permit, which is codified in a pgdom 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 commbyaaploitable 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, eaitin avduration of two to three years. A distinctrivprogram is negotiated for each separate
term and the oil company then must post a bankagniee to cover the cost of the work program fot téian. The interests under an explora
permit are 75% to the oil company and 25% to ONHYiMerests under an exploration permit are traasfier However, 100% of the costs of
all activities under an exploration permit are lehy 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 partiegrisportion to their respective percentage
interests, which is 75% to the oil company and 26%NHYM. The oil company serves as operator. Theampany and ONHYM enter into
an association contract (similar to a joint op&gtigreement) to govern operations on the conaedsiterests under an exploitation conces
are transferable. All production is sold at mariétes. A bonus (the amount of which is negotiatethe time of negotiation of a petroleum
agreement) is paid to the government by the oilgamy upon conversion to an exploitation concessiod,additional production bonuses are
also paid when certain production levels from tkgl@tation concession are achieved. The levelsrofluction and the amount of production
bonuses are negotiated as part of a petroleumragrae

Romania
General.We own interests in four onshore production licerigeRomania. The following is a map showing oteiasts in Romania:
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Izvoru, Vanatori and Marsaln February 2006, we were awarded the lzvoru,aam and Marsa licenses, covering approximate?dQ,
acres (5 square kilometers), 780 acres (4 squemmdders) and 188 acres (1 square kilometer), otispdy. The fields on the licenses were
discovered by the former Romanian national oil campand are all located within 100 kilometers ohRwmia’s capital, Bucharest. The
licenses were awarded to us based upon our commtitim@erform certain work programs on each ofréepective fields, including shooting
seismic and drilling or re-entering wells. Ther@@scurrent production from any of the licenses. &kkethe operator and 100% working interest
owner of the fields. We entered into petroleum agrents with the Romanian government covering daehde, which were finalized in
September 2007 and expire in August 2010.

The initial work program includes the dnii of two new wells in the Izvoru field. We shoR& square kilometer 3D seismic survey over
the Izvoru field in late 2006. We shot a 2D seissicvey over both Vanatori and Marsa fields in B2@66. In 2009, we drilled two wells on the
Izvoru license, two wells on the Vanatori licensel @ne well on the Marsa license. Both wells onl#iveru license were unsuccessful and will
be plugged and abandoned as dry holes. The filkbwéhe Vanatori license failed to reach totagptheand was plugged and abandoned. We
skid the rig to drill a second well on the Vanatarénse. We are currently evaluating the Marsd amd the second Vanatori well.

Sud Craiova In June 2009, we entered into an agreement to-fiato Sterling’s Sud Craiova Block E 1lI-7, couay approximately
1.5 million acres (6,070 square kilometers) in wasRomania. In exchange for a 50% working interestagreed to drill three exploration
wells on the Sud Craiova license, each to a defpgipjproximately 3,280 feet (1,000 meters). At cggnint in each well, we and Sterling will
each elect whether to proceed to completion anideadh bear our proportionate share of completimhiafrastructure costs. Sterling will
remain the operator of the Sud Craiova license béfgan drilling the first of the three exploratioelis at our cost on the Sud Craiova licens



November 2009. The NG-02 well encountered gas slamdds being tested, and the NG-04 well has beeygpd and abandoned
because it was non-commercial. The NG-01 well lesldrilled and is awaiting testing.
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We lease an equipment yard in Izvoru. We do not amyndrilling rigs in Romania.
There are no reserves associated with our Romanéperties as of December 31, 2009.

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:

» apercentage of the value of gross production fieldbasis, such percentage being fixed on arglidicale depending on product
levels. The production royalty rate varies betw8di¥% to 13.5% for crude oil and between 3% to 18%mhktural gas production;
and

» afixed percentage of the gross income obtainad fiee transportation and transit of petroleum tfothe national pipeline system
and from petroleum operations carried out throuigteaminals belonging to the state. The royaltieria currently fixed at 5%

The license holder pays Romanian corporate inc@xebut enjoys a one-year income tax holiday fromfirst day of production.
Corporate income tax is assessed at a rate of AB%osts incurred in connection with exploratiatgvelopment 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. Besi companies which remit dividends outside of Roia 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 enittipport price and in part on the domestic
price.

Licensing Regime.The Ministry of Industry and Resources of Romarsda fesponsibility for petroleum policy and strateflye National
Agency for Mineral Resources (“NAMR”) was set upli®93 to administer and regulate petroleum operatid/hen licenses are to be made
available, NAMR publishes a list of available bledkr concession in the Official Gazette. Foreigd omanian companies must register 1
interest by a specified date and must submit agipdios by an application deadline. Applicants aguired to prove their financial capacity,
technical expertise and other requirements asmedjby NAMR. The licensing rounds are competitine ¢he winning bid is based on a
scoring system.

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 oflibense. Blocks which fail to attract a
prescribed level of bids are re-offered in a subsatjlicensing round. NAMR may issue a prospeagtiegnit 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.

United States

With the acquisition of Incremental, we acquiretéirsts in three projects in the San Joaquin Vallegntral California: farnouts on th
McFlurrey project and the South East Kettleman N@bdme oil field and a small nasperated working interest in the Kettleman Middlenie
Unit. Incremental acquired these projects in Ma§&0

The McFlurrey farm-out covers 9,100 net acres a$éhold in Kings, Fresno and Kerns counties inf@alia. We drilled two wells in
March and April 2009, paying 100% of the cost. Weted the first well and determined it was non-cemuial. Based on these results, we did
not test the second well. The South East Kettlemamh Dome farm-out covers 1,155 net acres of lealskein Kings County northeast of the
McFlurrey farm-out. In February 2010, we entereld i settlement agreement with our partner in tio€lvtrey and South East Kettleman
North Dome farr-outs to settle certain disagreements betweendiganpartner. Pursuant to the settlement agreementesigned as operator
of the farm-outs and transferred ownership of e McFlurrey wells to the partner, subject to obligation to plug and abandon the first well
at our cost. In addition, we agreed to pay thengartor our share of the costs of plugging and dbaimg, and cleaning up and restoring the
surface and well site of the second well. We ed#énoar costs for plugging, abandonment and restoraf the two wells will be approximate
$65,000.
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We own a non-operated working interest in the Ketdn Middle Dome Unit located in Kings County Gatifia. This unit produces
approximately 125 gross barrels of oil per day glaith small amounts of associated natural gasoWte a 5% interest in five existing wells
on the Kettleman Middle Dome Unit (three are cutlseproducing). On all new projects and well progisssubmitted and completed after
May 16, 2008, we will own a 10% non-operated wogkimerest. The operator plans to recomplete twib@fiive wells located in the unit.
Plans for further development will be addresseerdfie results of the two recompletions are evatlidtVe are currently seeking purchasers for
our interest in the Kettleman Middle Dome Unit.

In Oklahoma, we lease two properties, one in De@eynty (128 net acres) and one in McClain Coun$yr(@t 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.

There are no reserves associated with our U.Sepiiep as of December 31, 2009.

Summary of Oil and Gas Reserves

The following table summarizes our proved reseiméRurkey at December 31, 2009 in accordance vmighrtiles and regulations of the
SEC.

Reserves

Natural Gas
Oil Total
Reserves Categon (Mbbl) (Mmcf) (Mmboe) (1)
Proved Reserve:
Proved Develope 5,64¢ 4,78 6,44
Proved Undevelope 4,771 2,552 5,20z
Total Provec 10,42¢ 7,33¢ 11,64¢

(1) The conversion factor we have applied in thiméal Report on Form 1R-is the current convention used by many oil ansl gampanies
where six thousand cubic feet (“Mcf”) of naturakga equal to one barrel (“Bbl”) of oil. The basg@f oil equivalent (“Boe”) conversion
ratio we use is based on an energy equivalencyersion method primarily applicable at the burngr i may not represent a value
equivalency at the wellhead and may be misleadliadicularly if used in isolatior

Value of Proved Reserves

The following table shows our estimated futurenegenue, present value at 10% (“PV-10") and tathdardized measure of discounted
future net cash flows as of December 31, 2009:

(in thousands)

Future net revenu $492,59¢
Total PV-10M $312,49:
Total standardized measure of after tax discoufutnte net cash flow $250,00¢

(1) Management believes that the presentation el@Mvhile not a financial measure in accordandé Wi.S. generally accepted accounting
principles (“GAAP"), provides useful information tovestors because it is widely used by professianalysts and sophisticated
investors in evaluating oil and gas companies. Beeanany factors that are unique to each individoaipany impact the amount of
future income taxes estimated to be paid, the fiagpoe-tax measure is valuable when comparing emes based on reserves. PV-10 is
not a measure of financial or operating performamuder U.S. GAAP. PV-10 should not be consideredraalternative to the
standardized measure as defined under U.S. GAA® sfEmdardized measure represents the PV-10 afieg @ffect to income taxes.
The following table provides a reconciliation ofrd®V-10 to our standardized meast

(in thousands)

Total PV-10 $312,49:
Future income taxe (94,468
Discount of future income taxes at 10% per ani 31,98¢

Standardized measu $250,00¢



Internal Control s

Management has established, and is responsibla farmber of internal controls designed to proveisonable assurance that the
estimates of proved reserves are computed andtegpioraccordance with rules and regulations pedidy the SEC as well as established
industry practices used by independent enginedirimg and our peers. These internal controls congidocumented process workflows and
qualified professional engineering and geologi@bkpnnel with specific reservoir experience. We atdain an outside independent
engineering firm to prepare estimates of our praesgrves. We work closely with this firm, and mgeraent is responsible for providing
accurate operating and technical data to it. Oterimal audit department has tested the processesoatrols regarding our reserves estimates
for 2009. Senior management reviews and approveregarve estimates, whether prepared internalbydhird parties. In addition, our audit
committee serves as our reserves committee ararip@sed of four outside directors, all of whom heaxperience in the review of energy
company reserves evaluations. The audit commigieiews the final reserves estimate and also meigtg@presentatives from the outside
engineering firm to discuss their process and figdi

Oil and Gas Reserves under U.S. Law

In the United States, we are required to disclosgqul reserves using the standards contained im &RuD(a) of the SEC’s Regulation S-
X. The estimates of proved reserves presented Bsa@d@mber 31, 2009 have been prepared by DeGatgkekMacNaughton, our external
engineers. The technical persons responsible &paping the reserve estimates are independenig@att@ngineers and geoscientists that meet
the requirements regarding qualifications, indegerce, objectivity and confidentiality set forthtire Standards Pertaining to the Estimating
and Auditing of Oil and Gas Reserves Informatioonpulgated by the Society of Petroleum Engineersn¥éitain an internal staff of
petroleum engineers and geoscience professionalsuwehk closely with our independent petroleum cdiiasuis to ensure the integrity,
accuracy and timeliness of data furnished to inddpet petroleum consultants for preparation ofrtfesierves estimates. Our senior reservoir
engineer oversees the reserve estimation processasia Bachelor of Science degree in Petroleurm&aigng from the University of
Oklahoma. He has over 10 years of experience ioittend gas industry, including experience in @piens, drilling and reservoir engineering,
and is a member of multiple professional organiesi
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Estimates of oil and natural gas reserves are ¢iiojes based on a process involving an indeperttigdtparty engineering firm’s
collection of all required geologic, geophysicalgimeering and economic data, and such firm’s ceteptxternal preparation of all required
estimates and are forward-looking in nature. Theperts rely upon various assumptions, includireuasptions required by the SEC, such as
constant oil and natural gas prices, operating msgeand future capital costs. We also make asgumptlating to availability of funds and
timing of capital expenditures for development of proved undeveloped reserves. These reportséghotibe construed as the current market
value of our reserves. The process of estimatihgmul natural gas reserves is also dependent dagieal, engineering and economic data for
each reservoir. Because of the uncertainties imb@mnehe interpretation of this data, we cannatugr that the reserves will ultimately be
realized. Our actual results could differ mateyiaBee “Note 21—Supplemental oil and natural gasmes and standard measure information
(unaudited)” to our consolidated financial statetadar additional information regarding our oil andtural gas reserves.

The proved reserves estimates prepared by DeGahgeMacNaughton for the year ended December 38 R@luded a detailed review
of our Arpatepe, Edirne and Selmo properties irk@yr DeGolyer and MacNaughton determined that stimates of reserves conform to the
guidelines of the SEC, including the criteria afdsonable certainty,” as it pertains to expectatayout whether reserves are economically
producible from a given date forward, under exgseonomic conditions, operating methods and gowent regulations, consistent with the
definition in Rule 4-10(a)(24) of SEC RegulatiorkS-

Oil and Gas Reserves under Canadian Law

As a reporting issuer under Alberta, British Coluanédnd Ontario securities laws, we are requireccu@hnadian law to comply with
National Instrument £-101 “Standards of Disclosure for Oil and Gas Aitigg” (“NI 51-101") implemented by the memberstbé Canadian
Securities Administrators in all of our reservelated disclosures. Under NI 51-101, proved reseavesghose reserves that can be estimated
with a high degree of certainty to be recoverableder NI 51-101, reported proved reserves shouggetaunder a specific set of economic
conditions, at least a 90% probability that thergiti@s of oil and natural gas actually recoverdlll @gual or exceed the estimated proved
reserves.

Proved Undeveloped Reserves

At December 31, 2009, our estimated proved undeeel¢“PUD”) reserves were approximately 5.20 Mmbd&fe. had no PUDs at
December 31, 2008.

Oil and Gas Production, Production Prices and Prodtion Costs
The following table sets forth our net productidrod (in Bbls) and natural gas (Mcf), after royiek for 2009, 2008 and 2007:

Net Production

Year oil D Natural Gas
Turkey @

2009 417,07: 0
2008 0 0
2007 0 0
United States

2009 79¢ 1,42¢
2008 862 2,02¢
2007 6,07¢ 41,40¢

Notes:
(1) “Oil” volumes include condensate (light oil) and mediuode oil.
(2) During 2009, our net production of crude oil in ®elmo field, after royalties, was 411,964 BI
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The following table sets forth the average salé@segrer Bbl of oil and Mcf of natural gas and thverage production cost, not including
ad valorem and severance taxes, per unit of pramufdr each of 2009, 2008 and 2007:

2009 2008 2007
Turkey

Average Sales Prict

QOil ($/Bbl) 66.0¢ — —
Natural Gas ($/Mcf — — —
Unit Costs

Production ($/Boe 23.5¢ — —
United States

Average Sales Prict

Oil ($/Bbl) 54.47 100.9¢ 66.6%
Natural Gas ($/Mcf 5.07 11.7¢ 5.9¢
Unit Costs

Production ($/Boe 43.01 60.77  89.9(

Drilling Activity

The following table sets forth the number of netdarctive and dry exploratory wells and net produectind dry development wells we
drilled for 2009, 2008 and 2007:

Development Wells Exploratory Wells

Productive Dry Productive Dry
Morocco
2009 0 0 0 15
2008 0 0 0 0
2007 0 0 0 0
Turkey
2009 5.1 0 0 1
2008 0 0 0
2007 0 0 0
Romania
2009 0 3 0 0.5
2008 0 0 0 0
2007 0 0 0 0
United States
2009 0 0 0 1
2008 0 0 0 0
2007 0 1 0 0

Current Activities. Our current activities are focused on integrathmgacquisitions of Incremental and EOT, develgmar existing oil
and gas properties in Turkey, Morocco and Romandaeasing our portfolio of properties in Turkepdeexpanding our drilling and other
oilfield services to more rapidly drill and developr oil and gas properties. Our success will ddpempart on discovering hydrocarbons in
commercial quantities and then bringing these disiies into production. As of March 15, 2010, weaevproducing an aggregate of
approximately 2,500 gross barrels of oil per dayrfithe Selmo and Arpatepe oil fields and were eedag the following drilling and
exploration activities:

Turkey
e Dirilling the $-61 development well on the Selmo oil fie
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Participating in the drilling of the Arpate-3 well on License 311

Participating in the drilling of the Pinarbe-1 well in southeastern Turke

Drilling the Yolboyt-1 well on the Edirne gas fie

Re-entering and deepening the Go-1 well on License 417

Connecting our gas gathering facility to a pipeliogransport Edirne gas field production to ma

Increasing crude oil production at the Selmo anpatepe oil fields through workovers and stimulatdrexisting wells

Morocco

Drilling the HKE-1 exploratory well on the OuezzéTissa permit:
Preparing to drill the BT-1 exploratory well on the Tselfat perr

Romania

Evaluating the r-development wells on the Vanatori and Marsa lice
Testing the two exploratory wells on the Sud Craibgense

As of December 31, 2009, we were in the proceshiltihg 1 gross well (0.5 net wells) in Moroccodat gross well (1 net well) in

Turkey.

Planned 2010 ActivitiesCapital expenditures for 2010 are expected tgadretween $135 million and $150 million. Our pobgel 2010
capital budget is subject to change. We currentin po execute on the following drilling and extion activities in 2010:

Turkey

Drill 18 or more development wells on the Selmofieild, including 1 well to test deeper horizonsldnsalt water disposal well. v
are currently drilling the third of these developheells for 2010, the -61 well (100% working interes

Drill or participate in the drilling of 6 or morgpraisal and exploration wells on the Arpatepdieitl in addition to the Arpatepe-3
well currently being drilled by the operator ofdliield (50% working interes

Drill 16 or more appraisal and exploration wellsagdition to the three wells drilled this year de Edirne gas field (55% workir
interest)

Participate in the drilling of 2 or more exploratiwells in southeastern Turkey, one of which igeunily being drilled by th
operator (50% working interes

Drill 5 exploration wells on other licens

Morocco

Complete drilling and testing of the HI-1 well on the Ouezza-Tissa permits (50% working intere:
Drill another exploratory well on the Ouezz-Tissa permits (50% working intere:

Drill the BTK-1 exploratory well on the Tselfat permit (100% wiarkinterest,

Drill 2 additional exploratory wells on the Tselfagrmit (100% working interes

Drill 1 exploratory well on the Asilah permits (508rking interest

Drill 1 exploratory well on the Guercif permits @0working interest
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Romania
» Drill 1 appraisal well on the Izvoru license (10@86rking interest

e Drill up to 3 exploration wells on the Sud Craidieense (50% working interes
Drilling ServicesAs of March 15, 2010, we own 5 drilling rigs thaé docated in Turkey and 2 drilling rigs that avedted in Morocco.
We also manage 2 drilling rigs in Turkey for Vikipgrsuant to a management services agreement. &\fe tire process of expanding our
drilling services activities, particularly in Turketo include products and services used to dnidl eavaluate oil and natural gas wells, consulting
services used in the analysis of oil and gas ressrand equipment and services used from the catioplphase through the productive life of
oil and natural gas wells. To support these sesyiae are in the process of establishing a wiradimision and a stimulation division. We have

already established a seismic division and a cangedivision and the seismic division has alreadsnmenced third party work in Turkey. We
have:

» Expanded our seismic acquisition services by addiagcond crew and will add 3D seismic capabilitielsoth crew:
» Begun constructing all of our drilling locationsTiurkey and Morocco using our own equipm

» Added one workover rig and recently purchased-14 drilling rig for use in Turke'

» Contracted to manage two 2,000 horsepower dritligg that have been shipped to Turl

* Purchased wireline equipment for establishing @hkwvie division

» Formed a cementing division, which is now fully cgténal

» Begun establishing a pressure pumping and frastimailation divisior

Oil and Gas Properties, Wells, Operations, and Aage

Productive Wells The following table sets forth the number of protive wells (wells that are currently producingai natural gas or
capable of production) in which we held a workintgrest as of December 31, 2009:

Qil Natural Gas
Gross@) Net @ Gross 1) Net (2
Turkey 25 24 0 0
United State: 3 0.1t 1 0.2

Notes:
(1) “Gross Well” means the wells in which we hold a working intefegterating or nc-operating)
(2) “Net Well” means the sum of the fractional working interestaed in gross wells

Developed Acreagdhe following table sets forth our total gross awed developed acreage as of December 31, 2009:

Developed (Acres)

Gross() Net (@
Turkey 224,00: 122,40(
United State: 2,22¢ 131
Total 226,23( 122,53:

Notes:
(1) “Gros!” means the total number of acres in which we hawverfing interest
(2) “Net” means the sum of the fractional working interestaexd in gross acre
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Undeveloped Acreag&he following table sets forth our undeveloped laogition as of December 31, 2009:

Undeveloped (Acres’

Gross (1) Net 2)
Morocco 4,083,59 2,441,571
Romania 1,444,02; 723,09!
Turkey 2,692,15! 2,244,92.
United State: 10,62¢ 5,32¢
Total 8,230,40. 5,414,91

Notes:
(1) “Gros? means the total number of acres in which we haweréing interest
(2) “Net” means the sum of the fractional working interestaexd in gross acre

ltem 3. Legal Proceedings

Incremental has been involved in litigation withrgans who claim ownership of a portion of the stefat the Selmo field in Turkey.
These cases are being vigorously defended by Iresrerhand Turkish government authorities. We dohaoe enough information to estimate
the potential additional operating costs we contiif in the event the purported surface ownersimdare ultimately successful.

In 2003, a group of villagers living around ther8elfield applied to the Kozluk Court of First Insta in Turkey with seven title survey
certificates dating back to Ottoman times. TheHagers were granted a title registration certiéckor seven tracts of land. The exact locations
of the land were not defined on the certificatas2005, these villagers applied to the Kozluk Cadiffirst Instance to enlarge the areas cov
by the certificates to 20,284,540 square meterghblewe nor, to our knowledge, any ministry in thekish government received notice of
court proceeding. The Kozluk Court of First Instagganted a ruling that enlarged the area of fi® seven title certificates to 11,533,361
square meters. Almost all of our production wetltha Selmo field lie within this enlarged area.

After receiving the judgment, the villagers suedViliin the Kozluk Court of First Instance for comation from their alleged losses ¢
to compel TEMI to remove all facilities and leabe tSelmo field. The Turkish General Directorat&ofestry requested the Kozluk Court of
First Instance to reverse its ruling on the enldritle area. The General Directorate of Cadadse filed a request for a rehearing on title
enlargement. Both the General Directorate of Foyesid the General Directorate of Cadastre joinETas co-defendants in the case. In
addition, the General Directorate of Judicial Exaamiion applied to the High Court of Turkey requastihat the court overrule the title
enlargement decision.

In 2008, the Kozluk Court of First Instance rejectiee General Directorate of Cadastregquest for a rehearing on title enlargements
decision was appealed to the High Court. The Highr€overruled the title enlargement decision &f itozluk Court of First Instance and, in
March of 2009, reversed the same court’s decisioitsorejection of the General Directorate of Caidas rehearing request. In September of
2009, all cases were consolidated at the newhpksied Kozluk Cadastre Court. Based on the detisfdhe High Court, there will be a
rehearing on the title enlargement. Hearings orctmsolidated case are expected to continue thrivlayhof 2010.

ltem 4. Reserved.
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PART Il

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

Our common shares are traded in Canada on the fboBtock Exchange (the “TSX”) under the trading bpiiTNP”. The following
table sets forth the quarterly high and low sakises per common share in Canadian dollars on 8 for the periods indicated.

High Low

Fiscal year ended December 31, 2(

First Quarte! $0.37 $0.2¢

Second Quarte $1.5C $0.2¢

Third Quartel $1.7¢ $1.12

Fourth Quarte $1.4¢5 $0.7¢
Fiscal year ended December 31, 2(

First Quarte! $1.4¢ $0.6¢

Second Quarte $2.4(C $1.2C

Third Quartel $3.1¢ $1.8(

Fourth Quarte $3.65 $2.37

United States

On December 8, 2009, our common shares began gradithe NYSE Amex. From April 20, 2009 to Decem®e2009, our common
shares traded on the OTC Bulletin Board. Prior poil®20, 2009, no established trading market far @ammon shares existed in the United
States.

The following table sets forth the high and low higbtations in U.S. dollars for our common shacegte periods indicated, as reported
by the OTC Bulletin Board. The quotations refleter-dealer prices, without retail markup, markdewn commissions and may not represent
actual transactions.

High Low
2009:
Second Quarter (from April 20, 200 $2.1¢ $1.0¢
Third Quartel $2.91 $1.57
Fourth Quarter (through December 7, 20 $3.0¢ $2.27

The following table sets forth the high and lowesaprice per common share in U.S. dollars on th&BYmex for the periods indicated.

High Low
2009:
Fourth Quarter (from December 8, 20! $3.9C $2.64

Common Shares and Dividends

As of March 15, 2010, 303,565,456 common shareg vgsued and outstanding and held by 314 recoakhglincluding nominee
holders such as banks and brokerage firms whodiades 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 to invest in our business.
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Foreign Exchange Control Regulations

We have been designated as a non-resident for Blerexchange control purposes by the Bermuda Monétathority. Because of this
designation, there are no restrictions on our tgiili transfer funds in and out of Bermuda.

The transfer of shares between persons regardesident outside Bermuda for exchange control mepand the sale of our common
shares to or by such persons may take place widpmdific consent under the Exchange Control Ag21%suances and transfers of shares
involving any person regarded as resident in Bearfod exchange control purposes require specific@ml under the Exchange Control Act
1972.

As an “exempted company,” we are exempt from Bemrlads which restrict the percentage of share abghiat may be held by non-
Bermuda residents, but as an exempted company,ayenot participate in certain business transactimttuding: (1) the acquisition or
holding of land in Bermuda (except that requireddor business and held by way of lease or tenfordgrms of not more than 50 years)
without the express authorization of the Bermudgslature, (2) the taking of mortgages on land émrBuda to secure an amount in excess of
$50,000 without the consent of the Minister of Fioa, (3) the acquisition of any bonds or debentseesired by any land in Bermuda, other
than certain types of Bermuda government secuiiti€d) the carrying on of business of any kindBermuda, except in furtherance of our
business carried on outside Bermuda.

Bermuda Tax Considerations

The following summarizes some of the material tarsequences applicable to us or to an investmantricommon shares under
Bermuda laws. Each prospective investor shoulddbiis own tax advisors regarding tax consequenées investment in our common
shares.

In Bermuda there are no taxes on profits, incomgivadends, nor is there any capital gains taxatestiuty or death duty. Profits can be
accumulated and it is not obligatory for a comptmpay dividends. In addition, stamp duty is nargeable to any shareholder in respect of
the incorporation, registration or licensing ofexempted company, nor, subject to certain minoeptians, on their transactions. No reciprt
tax treaty affecting us exists between BermudathedJnited States.

The Bermuda government has enacted legislationrumdieh the Minister of Finance is authorized teega tax assurance to an exemj
company or a partnership that, in the event ofetlb&ing enacted in Bermuda any legislation imposmg-omputed on profits or income or
computed on any capital asset, gain or appreciati@m the imposition of any such tax shall noapglicable to such entities or any of their
operations. In addition, there may be includedssueance that any such tax or any tax in the nafuestate duty or inheritance tax, shall not
be applicable to the share, debentures or othéatins of such entities.

On November 6, 2009, we received such a tax asseifabnm the Minster of Finance of Bermuda underBkempted Undertakings Tax
Protection Act, 1966. Pursuant to the tax assuramedave been granted an exemption from the irtipoif tax under any applicable
Bermuda law computed on profits or income or coraguin any capital asset, gain or appreciationnary tax in the nature of estate, duty or
inheritance tax, provided that such exemption statliprevent the application of any such tax oydatsuch persons as are ordinarily resident
in Bermuda and shall not prevent the applicatioargf tax payable in accordance with the provisimfithe Land Tax Act, 1967 or otherwise
payable in relation to land in Bermuda leased toThss tax exemption expires on March 28, 2016.
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ltem 6. Selected Financial Data

The following table summarizes selected consoldl&iteancial information from continuing operatiofes each of the five years in the
period ended December 31, 2009. You should reathfbanation set forth below in conjunction withtém 7. Management’s Discussion and
Analysis of Financial Condition and Results of Ggiiems” and the consolidated financial statementkretes thereto included elsewhere in
this Form 10-K.

Year Ended December 31,

2009 2008 2007 2006 2005
(Amounts in Thousands, Except per Share Amounts)
Revenue from continuing operatic $29,26¢ $ 111 $ 655 $ 1,61 $ 1,40¢
Net loss from continuing operations attributabl@tansAtlantic Petroleum Lt 62,14¢ 16,47¢ 6,31¢ 12,28¢ 4,647
Comprehensive loss from continuing operati 52,54t 16,47¢ 6,31¢ 12,41 4,50(
Basic and diluted net loss from continuing operatiper common sha
attributable to TransAtlantic Petroleum L 0.2¢ 0.2t 0.1t 0.32 0.1¢
Basic and diluted net loss from continuing operaiper common sha 0.2¢ 0.2 0.1% 0.32 0.1<
Cash dividends per common sh $ — $ — $ — $ — $ —
Basic and diluted weighted average number of shartetanding 212,32( 66,52/ 43,04 38,18: 33,02!
Total asset 307,08: 81,25¢ 5,107 15,13¢ 17,94:
Long term liabilities 13,34 14 8 1,93¢ 55€
Stockholder’ equity 264,60° 74,94( 2,07( 6,51¢ 14,95:
Capital expenditure 126,18 10,26¢ 4,12¢ 3,16( 3,91«
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ltem 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

We are a vertically integrated, international silagyas company engaged in the acquisition, devedapmaxploration, and production of
crude oil and natural gas. We hold interests iretigped and undeveloped oil and gas properties ikejyy Morocco, Romania, and California.
We own our own drilling rigs and oilfield servicguépment, which we use to develop our propertieBurkey and Morocco. In addition, we
provide oilfield services and contract drilling giees to third parties in Turkey and plan to pre&/gmilar services in Morocco.

Executive Overview and Recent Developments

Strategic TransformationWe underwent a strategic transformation during828s a result of a series of transactions witMBlone
Mitchell, 3rd, chairman of our board of directokér. Mitchell founded Riata Energy, Inc. in 1985 andilt it into one of the largest privately
held oil and gas producers in the United State2006, Mr. Mitchell sold his controlling interest Riata Energy, Inc. (how Sandridge Energy,
Inc.) and founded a group of companies that aragnily focused on investing in international eneogyportunities.

In March 2008, we announced that we had enteredaistrategic relationship with Riata, an entityned by Mr. Mitchell and his wife.
Our initial arrangements with Riata included aniggimvestment into us, the replacement of our fanrpartner in both of our Moroccan
properties, the extension of a short term creditifg to us to repay our outstanding short-ternbtgd@nd the provision of technical and
management expertise to assist us in successkMgloping and expanding our international portfaligrojects.

During the second quarter of 2008, we completadaastage private placement issuing 35,000,000 comrhares to Riata TransAtlant
Dalea and certain friends and family of Mr. Mitdh&r aggregate gross proceeds of approximatelyZillion. Mr. Mitchell is a manager of
Riata TransAtlantic, and Mr. Mitchell also owns arahtrols Dalea. We used the net proceeds to dagllalf our short-term debt, to fund
international exploration activities and for ged@@porate purposes. Longe, an entity that waseotly owned by Mr. Mitchell, his wife and
children, replaced our prior farm-in partner in dwroccan properties. In addition, Mr. Mitchell aktatthew McCann, general counsel for
Riata, were designated by Riata and elected tdoard of directors in connection with the privalagement. Mr. Mitchell serves as chairman
of our board of directors, and Mr. McCann also esras our chief executive officer.

In the third quarter of 2008, we changed our ojiegattrategy from a prospect generator to a veljigategrated project developer. To
execute this new strategy, in December 2008, waigmt100% of the issued and outstanding sharesmge from Longfellow, an entity
indirectly owned by Mr. Mitchell, his wife and ctilen, in consideration for the issuance of 39,583 &mmon shares and 10,000,000
common share purchase warrants. Concurrently, sue@35,416,667 common shares in a private pladem#mDalea, Riata TransAtlantic,
Mr. McCann and other purchasers that have busmefssnilial relationships with Mr. Mitchell, for gss proceeds of $42.5 million. Longe
owned interests in our Moroccan properties and fvilling rigs, as well as associated service emdgpt, tubulars and supplies. Immediately
after the Longe acquisition, we purchased an aufditi$8.3 million in drilling and service equipmgetitbulars and supplies from Viking, an
entity owned 85% by Dalea, at Viking's cost.

We anticipate that ownership of our own drillinggiand service equipment will enable us to lowdlirdy and operating costs over the
long term and control timing for development of puoperties, thereby providing a competitive adaget Because the availability of drilling
rigs and service equipment is limited in Turkey,lcco and Romania, we also anticipate that owngrshour own drilling rigs and service
equipment will create opportunities to increaseage in each country in which we operate by dgltim earn interests in existing third party
licenses. When the rigs and equipment are not tipgran our properties, we expect to use them é¢wige drilling and oilfield services to third
parties, creating additional opportunities.

Incremental Acquisition In the first quarter of 2009, we acquired Incrataéthrough our wholly-owned subsidiary, TransAtla
Australia. We announced our intention to make &oaah takeover offer to acquire all of the outdiag shares of Incremental in the fourth
guarter of 2008. The offer expired on March 6, 2888 Incremental delisted from the Australian Stegkhange on March 26, 2009. At
March 31, 2009, we owned approximately 96% of Im@atals outstanding common shares. We completed the sitigniof the remaining 4
of Incremental’s outstanding common shares thrargAustralian statutory procedure on April 20, 2008e acquisition of Incremental
expanded our rig fleet and increased our workfofdeighly qualified field staff, engineers and gagikts in Turkey, one of our target countr
Through the Incremental acquisition, we acquired:

» 100% working interest in a production lease in$eémo oil field in southeastern Turkey. Situatedimnorthern edge of the
Zagros fold belt of Iran and Irag in southeast BytkSelmo has produced approximately 85 milliorrddarof oil to date. For 2009,
our net production of crude oil in the Selmo fiedfter royalties, was 411,964 barrels of crudeabdn average rate of 1,369 barrels
per day. We plan on drilling 18 or more developmeells at Selmo during 201
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» 55% working interest in an exploration licensehia Edirne gas field located in the Thrace Basinarthwestern Turkey. In 200
we drilled and completed two wells and successftdinpleted two other wells on the Edirne license. admpleted 90% of a 90
square kilometer 3D seismic survey over the wegiertion of the Edirne license, and we expect tmglete the remainder of the
survey in the second quarter of 2010. In additwe& completed construction of a gathering systemfaditities in the Thrace Basin
necessary to begin selling natural gas from owadieries in the Edirne gas field. In December 2009 ¢entered into a five year gas
sales agreement pursuant to which AKSA, a natwasldistributor in Turkey, agreed to purchase atiwfgas production from the
Edirne field. We will sell the gas at a price equmah 15% discount to the Industrial Interruptibbiff benchmark set by BOTAS.
We expect our initial eight wells in the Edirneldié¢o come online in April 2010. We expect our petduction to exceed 5.5 millic
cubic feet of natural gas per day starting in #eosd quarter of 2010. We are currently drilling third well in 2010 at Edirne and
plan to drill an additional 16 or more wells durithge remainder of 201!

» 100% working interest in License 4262, coveringdB,&cres in southeastern Turkey, a 100% workireyést in four exploratio
licenses in Midyat in southeastern Turkey covedpgroximately 460,400 acres and a 50% working @stein eight exploration
licenses in the Tuz Golu Basin in central Turkeyering approximately 870,000 acr:

» farm-outs on the McFlurrey project and the South Eastiéaan North Dome oil field and a small -operated working interest
the Kettlemen Middle Dome Unit. In February 201@, resigned as operator of the McFlurrey and Soast Eettleman North
Dome farn-outs. Se¢‘Item 2. Propertie—United State!”

Sale of Common Share®n June 22, 2009, we closed a Regulation S offeaf common shares outside the United States and a
concurrent Regulation D private placement of comsiteres inside the United States to accreditedstor® In the aggregate, we sold
98,377,300 common shares at a price of Cdn$1.66qremon share, raising gross proceeds of approglyn$i43.1 million. Of the
98,377,300 common shares sold, 41,818,000 commameskvere offered and sold by us to Dalea. We $6&dB million of the net proceeds
towards paying off a credit agreement with Daldae Temaining portion of the net proceeds was usédind our exploration and development
activities and for general corporate purposesohlmection with these offerings, we entered integistration rights agreement providing for
registration of up to 98,377,300 common shareeid$u these offerings, of which 55,544,300 shaeeslbeen registered for resale under the
Securities Act.

EOT Acquisition On July 23, 2009, our wholly-owned subsidiaryafigAtlantic Worldwide Ltd., acquired all of the osvahip interests
in EOT for total consideration of $7.8 million. EQTassets include a 50% interest in License 3Iit8résts in ten other exploration licenses in
southern and southeastern Turkey, inventory argirgeidata. License 3118, which covers approxim&@6|®00 acres (389 square kilometers),
is located near the city of Diyarbakir in southeastTurkey. In April and September 2008, EOT pégptited in the drilling of the Arpatepe-1
and Arpatepe-2 wells on License 3118, which represarkey’s first and second economic discoveriesrade oil from deeper, onshore
Paleozoic sandstone formations. The wells, whiotvéld naturally and were not stimulated, had infii@duction rates of approximately 440
and 190 gross barrels of oil per day, respectivietyn limited perforations. In 2009, our net protion of crude oil in the Arpatepe field, after
royalties, was 5,107 barrels of crude oil at arrage rate of 33 barrels per day. In early MarchO2@de acidized the Arpatepe-1 well to clean
up perforations and eliminate damage incurred duttie initial completion in the Bedinan sandstdrtee well is currently flowing at an
average rate of approximately 500 gross barretsl gfer day.

Continuance to Bermud&ffective October 1, 2009, we continued to thesdidtion of Bermuda under tl&ompanies Act 1981 of
Bermudafrom the Province of Alberta and changed our namm fTransAtlantic Petroleum Corp. to TransAtlamRitroleum Ltd. Our
shareholders approved the continuance by a spesialution at a special meeting of shareholders delJuly 14, 2009. In connection with the
continuance, each of our common shares becamesarared a common share of TransAtlantic Petroletdn Bnd we became subject to the
laws of Bermuda as if we had originally been incogted under th€ompanies Act 1981 of Bermuda

Offering of Common Share®n November 24, 2009, we closed a Regulation Sinffef common shares outside the United Statessand
concurrent Regulation D private placement of comsiteres inside the United States to accredited
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investors. In the aggregate, we sold 48,298,790womshares at a price of Cdn$2.35 per common stes@)g gross proceeds of
approximately $106.9 million. Of the 48,298,790 enam shares sold, we offered and sold 4,255,400 aomshares to Dalea. Concurrently
with the offerings, we completed a Regulation Dvaté placement to two accredited investors in thidd States of 750,000 common share
Cdn$2.35 per common share for gross proceedsdabagproximately $1.66 million. We intend to use tiet proceeds from these offerings for
our 2010 capital expenditure program and for gdreengorate purposes. In connection with theserioffs, we entered into a registration rig
agreement providing for the registration of up 8288,790 common shares issued in these offeraigghich 42,838,451 shares have been
registered for resale under the Securities Act.

Credit Facility. On December 21, 2009, the Borrowers enteredarttmee year senior secured credit facility witarstard Bank Plc and
BNP Paribas (Suisse) SA. The credit facility isrgueed by the Guarantors. The initial borrowingebander the credit facility is $30 million,
subject to redetermination from time to time. Loansler the credit facility will accrue interesteatate of three month LIBOR plus 6.25% per
annum. We intend to use the credit facility to fina a portion of the development of our oil and graperties in Turkey, acquisitions and for
general corporate and working capital purposes.“Seeior Secured Credit Facility.”

Current Activities. Our current activities are focused on integrathigacquisitions of Incremental and EOT, develgmar existing oil
and gas properties in Turkey, Morocco and Romandaeasing our portfolio of properties in Turkepdaexpanding our drilling and other
oilfield services to more rapidly drill and developr oil and gas properties. Our success will ddperpart on discovering hydrocarbons in
commercial quantities and then bringing these disides into production. As of March 15, 2010, weaeveroducing an aggregate of
approximately 2,500 gross barrels of oil per dayrfthe Selmo and Arpatepe oil fields and were ailyeengaged in the following drilling and
exploration activities:

Turkey
e Dirilling the $-61 development well on the Selmo oil fie
» Participating in the drilling of the Arpate-3 well on License 311
» Participating in the drilling of the Pinarbe-1 well in southeastern Turke
» Drilling the Yolboyt-1 well on the Edirne gas fie
* Re-entering and deepening the Go-1 well on License 417
» Connecting our gas gathering facility to a pipelio¢ransport Edirne gas field production to ma
* Increasing crude oil production at the Selmo anpagepe oil fields through workovers and stimulatidrexisting wells

Morocco
e Dirilling the HKE-1 exploratory well on the OuezzéTissa permit:
* Preparing to drill the BT-1 exploratory well on the Tselfat perr

Romania
« Evaluating the 1-development wells on the Vanatori and Marsa lice
» Testing two exploratory wells on the Sud Craioeatise

Planned 2010 ActivitiesCapital expenditures for 2010 are expected tgadretween $135 million and $150 million. Our pobgel 2010
capital budget is subject to change. We currentin po execute on the following drilling and exgtion activities in 2010:

Turkey

« Drill 18 or more development wells on the Selmofieild, including 1 well to test deeper horizongldnsalt water disposal well. v
are currently drilling the third of these developrheells for 2010, the-61 well (100% working interes

» Dirill or participate in the drilling of 6 or morepraisal and exploration wells on the Arpatepdieitl in addition to the Arpatepe-3
well currently being drilled by the operator ofgtield (50% working interes

» Drill 16 or more appraisal and exploration wellsahdition to the three wells drilled this year be Edirne gas field (55% working
interest)

39



Table of Contents

« Participate in the drilling of 2 or more exploratiwells in southeastern Turkey, one of which igently being drilled by th
operator (50% working interes

e Dirill 5 exploration wells on other licens

Morocco
» Complete drilling and testing of the HI-1 well on the Ouezza-Tissa permits (50% working intere:
» Drill another exploratory well on the Ouezz-Tissa permits (50% working intere:
» Drill the BTK-1 exploratory well on the Tselfat permit (100% wiarkinterest,
» Drill 2 additional exploratory wells on the Tselfarmit (100% working interes
» Drill 1 exploratory well on the Asilah permits (508orking interest
o Drill 1 exploratory well on the Guercif permits @0working interest

Romania
e Drill 1 appraisal well on the Izvoru license (10@%6rking interest’
o Drill up to 3 exploration wells on the Sud Craidicense (50% working interes

Drilling ServicesAs of March 15, 2010, we own 5 drilling rigs thae docated in Turkey and 2 drilling rigs that avedted in Morocco.
We also manage 2 drilling rigs in Turkey for Vikipgrsuant to a management services agreement. &\lie tire process of expanding our
drilling services activities, particularly in Tunketo include products and services used to dnitl avaluate oil and natural gas wells, consulting
services used in the analysis of oil and gas resmrand equipment and services used from the ainplphase through the productive life of
oil and natural gas wells. To support these sesyise are in the process of establishing a wiraimision and a stimulation division. We have
already established a seismic division and a cdamgedivision and the seismic division has alreadsnmenced third party work in Turkey. We
have:

» Expanded our seismic acquisition services by addisgcond crew and will add 3D seismic capabiltiielsoth crew:
» Begun constructing all of our drilling locationsTiurkey and Morocco using our own equipm

» Added one workover rig and recently purchased-14 drilling rig for use in Turke'

» Contracted to manage two 2,000 horsepower driliigg that have been shipped to Turl

» Purchased wireline equipment for establishing &hvie division

* Formed a cementing division, which is now fully cgtéonal

* Begun establishing a pressure pumping and frastimaulation divisior

Change in Method of Accounting for Oil and Gas Exgriation and Development Activities

Effective January 1, 2009, we changed our methatobdunting for our oil and gas exploration anded@yment activities from the full
cost method to the successful efforts method. to@ance with FASB ASC 25@ccounting Changes and Error Correctiofisrmerly SFAS
No. 154, Accounting Changes and Error Correctidfdinancial information for prior periods has beevised to reflect retrospective
application of the successful efforts method, &sgribed by ASC 93ZExtractive Activities — Oil and Ggformerly SFAS No. 19, Financial
Accounting and Reporting by Oil and Gas Producirmgrpanies”). Although the full cost method of accounting fait and gas exploration and
development activities continues to be an accegitedhative, the successful efforts method of anting is the preferred method. We believe
the successful efforts method provides a more pranesit representation of our results of operatirgsthe ability to assess our investments in
oil and gas properties for impairment based orr g&timated fair values rather than being requiodobse valuation on prices and costs as of
the balance sheet date.
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Critical Accounting Policies

Our discussion and analysis of our financial cdadiind results of operations is based upon ousal@ated financial statements, which
have been prepared in accordance with U.S. GAAR.praparation of these consolidated financial statés requires management to make
estimates and judgments that affect the reportegliata of assets, liabilities, revenue and expersesrelated disclosures. Our significant
accounting policies are described in Note 2—Sigaift accounting policies to our consolidated finangtatements included in this Annual
Report on Form 10-K. We have identified below piekcthat are of particular importance to the pgetaf our 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 onioas other assumptions that are believed to benadde under the circumstances, the results
of which form the basis for making judgments altbetcarrying values of assets and liabilities #ratnot readily apparent from other sources.
Actual results may differ from these estimates urdiféerent assumptions or conditions.

We believe the following critical accounting poésiaffect the significant judgments and estimasesl in the preparation of our
consolidated financial statements.

Oil and Gas Propertiedn accordance with the successful efforts methoaicobunting for oil and gas properties, costs ofipctive
wells, developmental dry holes and productive lsase capitalized into appropriate groups of prigebased on geographical and geological
similarities. These capitalized costs are amortizgidg the unit-of-production method based on esttith proved reserves. Proceeds from sales
of properties are credited to property costs, agdia or loss is recognized when a significantiparbf an amortization base is sold or
abandoned. Exploration costs, such as explora@ojogical and geophysical costs, delay rentalsesiptbration overhead, are charged to
expense as incurred. Exploratory drilling costs|uding the cost of stratigraphic test wells, aviéally capitalized but charged to exploration
expense if and when the well is determined to bermductive. The determination of an exploratoryi'webility to produce must be made
within one year from the completion of drilling adties. The acquisition costs of unproved acreagginitially capitalized and are carried at
cost, net of accumulated impairment provisionsil sath leases are transferred to proved propestieharged to exploration expense as
impairments of unproved properties.

Valuation of Property and Equipment Other than &ill Gas PropertiedVe follow the provisions of ASC 36@roperty, Plant and
Equipmen(*ASC 360") (formerly SFAS No. 144, Accounting for Impairment or Disposal of Long-Livessets). ACS 360 requires that our
long-lived assets, including drilling service artier equipment, be assessed for potential impairmeheir carrying values whenever events
or changes in circumstances indicate such impairmey have occurred. Oil and gas properties arkiatead by field for potential impairment.
Other properties are evaluated for impairment spexific asset basis or in groups of similar asaet@pplicable. An impairment is recognized
when the estimated undiscounted future net casvsflf an asset are less than its carrying valuen impairment occurs, the carrying value of
the impaired asset is reduced to fair value.

Business Combinationg/e follow ASC 805Business CombinatioffSASC 805") (formerly SFAS No. 141R,Business Combinations
"), and ASC 810-10-65Consolidation(*ASC 810-10-65") (formerly SFAS No. 160,Non-Controlling Interests in Consolidated Financial
Statement¥). ASC 805 requires most identifiable assets,ilitdss, non-controlling interests, and goodwillqaired in a business combination
to be recorded at “fair value.” The statement aggpto all business combinations, including comlamatamong mutual entities and
combinations by contract alone. Under ASC 805hadliness combinations will be accounted for by yipplthe acquisition method.
Accordingly, transactions costs related to acqoisit are to be recorded as a reduction of earrimtige period they are incurred and costs
related to issuing debt or equity securities thatralated to the transaction will continue to éeognized in accordance with other applicable
rules under U.S. GAAP. ASC 805 is effective foripds beginning on or after December 15, 2008 arsdean applied to the Incremental and
EOT acquisitions. ASC 810-10-65 will require nomtiolling interests (previously referred to as nrityointerests) to be treated as a separate
component of equity, not as a liability or othemnit outside of permanent equity. The statementeppdi the accounting for non-controlling
interests and transactions with non-controllingiiest holders in consolidated financial statemexBC 810-10-65 is effective for periods
beginning on or after December 15, 2008 and has appglied to the non-controlling interests from theremental acquisition.

Per Share InformatiorBasic per share amounts are calculated using tighteel average common shares outstanding duringetéie Wi
use the treasury stock method to determine théivdleffect of stock options and other dilutive
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instruments. Under the treasury stock method, tinlthe money” dilutive instruments impact the dédd calculations in computing diluted
earnings per share. Diluted calculations refleetwieighted average incremental common shares thativoe issued upon exercise of dilutive
options assuming the proceeds would be used toaease shares at average market prices for thedperi

Foreign Currency TranslationVe follow ASC 830 oreign Currency Matter§'ASC 830") (formerly SFAS No. 52Foreign Currency
Translation”). ASC 830 requires the assets, liabilities, agsuits of operations of a foreign operation to le&asured using the functional
currency of that foreign operation. Because thetional currency is now the local currency, tratistaadjustments will result from the proc
of translating subsidiary financial statements i U.S. Dollar reporting currency. Translatiofjuatments will not be included in determin
net income but will be reported separately and excdated in the balance sheet as a component ofradated other comprehensive income
(loss). The accounting basis of the assets antlitied affected by the change are adjusted tentfihe difference between the exchange rate
when the asset or liability arose and the exchaatgeon the date of the change. The change iniivadtcurrency will have no impact on our
actual foreign-based revenues and expenditurdgesetcountries.

Other Recent Accounting Pronouncements

In June 2009, the FASB issued SFAS No. 188 FASB Accounting Standards Codification and thierarchy of Generally Accepted
Accounting Principle” (“SFAS 168"). SFAS 168 replaces SFAS No. 18he Hierarchy of Generally Accepted Accountingrigiples
" (“SFAS 162"), and establishes the FASB AccountBtgndards Codification (the “Codification”) as gwe source of authoritative U.S.
GAAP recognized by the FASB, excluding SEC guidanede applied by nongovernmental entities. SFA8i$ effective for interim and
annual periods ending after September 15, 200%h&Ve revised our references to @edification GAAP and noted no impact on our finiat
condition or results of operations.

The FASB issued ASC 855ubsequent EvenfASC 855”) (formerly SFAS No. 165, Subsequent Everits on May 28, 2009. ASC
855 establishes general standards of accounting@radrdisclosure of, events that occur after thano® sheet date but before financial
statements are issued or are available to be isglibdugh there is new terminology, the standartdased on the same principles as those that
currently exist in the auditing standards.

We have reviewed other recently issued, but noaglepted, accounting standards in order to deterthieir 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.

In December 2008, the SEC adopted release no. Bd4259Modernization of Oil and Gas Reportirigwhich revised the Regulation S-K
and Regulation S-X oil and gas reporting requiretsigmalign them with current industry practices &chnological advances. The release
revises a number of definitions relating to oil aya reserves, permits the disclosure in filingh wie SEC of probable and possible reserves
and permits the use of new technologies to determpioved reserves if those technologies have beewustrated empirically to lead to
reliable conclusions about reserve volumes. Intaddithe new disclosure requirements require apsom to (i) disclose its internal control
over reserves estimation and report the indeperedand qualification of its reserves preparer oitaudii) file a report of a third party if a
company represents that the third party preparsglves estimates or conducted a reserves audlitefiort oil and gas reserves using an
average price based upon the prior 12-month peaitiger than period-end prices, and (iv) disclosenarrative form, the status of proved
undeveloped reserves and changes in status of fileesgeriod to period. The provisions of this ede became effective for disclosures in this
Annual Report on Form 10-K.

U.S. Operations

In 2007, we decided to exit our U.S. operationsfaeds on the development of our international préps. As a result of the decision to
sell our U.S. operations, we reclassified our préperties as “discontinued operations.” Accordingévenues and expenses associated with
our U.S. cost center in 2008 and comparative psneere reflected as components of “loss from disoaad operations.” Substantially all of
these properties were sold late in 2007 and werdedoa write-down in 2007 of $447,000.

As a result, at December 31, 2008, the net boakevaf property and equipment in the U.S. was $@dadition, $14,000 of asset
retirement obligations remained at December 31828{ating to property in Oklahoma that was retdine
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In connection with the acquisition of Incrementag acquired interests in non-operated properti€aiifornia. As a result of acquiring these
properties in California, previously reported Ud&continued operations are now continuing andélsalts of operations in 2008 and 2007
previously reported as discontinued have beensesified to operating revenues, costs and expenses.

Results of Operations — Fiscal Year Ended Decem®&y 2009 Compared to Fiscal Year Ended December2B038

Revenue.Total crude oil and natural gas sales increas&2707 million in the year ended December 31, 200&1f$111,000 realized in
2008. The increase is the result of the acquisitifimcremental in the first quarter of 2009, abstantially all of our revenue in 2009 was
derived from the sale of crude oil from the Selnidield in Turkey. We recorded $1.6 million in &&ld services revenue during 2009. We had
no oilfield services revenue during the same peirndzD08.

Production . We produced 417,071 net barrels of crude oil fiMarch 5, 2009, the date of our acquisition of @mental, through
December 31, 2009 at an average rate of 1,402lpg@eeday. Substantially all of our productior2®09 was generated from the Selmo oil
field in Turkey. We produced a nominal amount afd® oil in 2008.

Production ExpensesProduction expenses for the year ended Decemb@089, increased to $10.2 million from $73,000 ie ylear
ended December 31, 2008. The increase in produekpanses is the result of the acquisition of Im&etal and its producing properties in the
first quarter of 2009 and the acquisition of EO8 é@s producing properties in July 2009.

Exploration, Abandonment and Impairment. Exploration, abandonment and impairment costs ased to $24.8 million for the year
ended December 31, 2009. The increase is primduidyto the abandonment of the Atesler-1 well ink€yr the OZW-1 and HR-33bis wells in
Morocco, the Izvoru Beta, Izvoru Delta, Vanatori7ZP, and NG-04 wells in Romania, and two wells &lifornia. We did not record any
exploration, abandonment and impairment expen2608.

Seismic and Other Exploration.Seismic and other exploration costs increased @5&illion for the year ended December 31, 2009
compared to $7.9 million for the year ended Decear8ie 2008. The increase is due primarily to inseebseismic exploration activity.

International Oil and Gas Activities . During 2009, we continued significant activitiadoreign countries to establish our drilling
services and exploration and production supporttians, including inventory yards, personnel, trorgation and fuel, consulting, legal,
accounting, travel and other costs. These expensasecessary to further our identification andetigyment of business opportunities but are
not identifiable to specific capital projects. Tlaowing table presents exploration expenditurgsbuntry:

For the Year Ended

December 31 December 31
(in thousands) 2009 2008
Morocco $ 4,48¢F $ 2,217
Romania 58¢€ 762
Turkey 4,59/ 917
Other and unallocate 2,68¢ 1,287
Total $ 12,34¢ $ 5,18:

General and Administrative Expense General and administrative expense was $16.1lomilor the year ended December 31, 2009
compared to $3.6 million for the year ended Decar3ie 2008, primarily due to increased corporaaéfisig and salaries resulting from the
acquisitions of Longe and Incremental in the fowtlarter of 2008 and the first quarter of 2009peesively, and to support increased drilling
and exploration activity. We also recorded $817,B0ansaction expenses relating to the Increnh@ciguisition during 2009. In addition, we
recorded share-based compensation of $1.6 millimimg 2009, compared to $583,000 for 2008.

Depreciation, Depletion and Amortization.Depreciation, depletion and amortization increase®l7.9 million for the year ended
December 31, 2009. We had $53,000 in depreciatiepletion and amortization expense in 2008 dubdmiritedown and sale of substantie
all of our U.S. properties during 2007. The inceesdue to the acquisition of Incremental in tingt quarter of 2009 and drilling services
equipment put in service during 2009.

Comprehensive LossThe comprehensive loss for the year ended Decegih&@009 was $52.5 million, or $0.29 per shareibasd
diluted), compared to a comprehensive loss of $afllton, or $0.25 per share (basic and diluted},the year ended December 31, 2008. The
comprehensive loss for 2009 is primarily composkeeixploration, abandonment and impairment expen$24.8 million, general and
administrative expense of $16.1 million, productexpenses of $10.2 million, seismic and other egpion costs of $10.5 million,
depreciation, depletion and amortization expen$&3 @ million, loss on derivatives of $1.9 milliamd foreign exchange loss of $3.4 million,
primarily relating to our financing of the acquisit of Incremental in the first quarter of 20t



Results of Operations — Fiscal Year Ended Decem®&y 2008 Compared to Fiscal Year Ended December2B07

Revenue. We recognized net crude oil and natural gas dl$4$11,000 for the year ended December 31, 26118 fion-operated
production in the U.S. This U.S. revenue represkatsubstantial decrease from sales for the yamdeDecember 31, 2007 of $653,000. The
decrease is the result of the sale of our Soutleckiland Jarvis Dome properties in the fourth cgraof 2007.

Production Expenses Lease operating expenses for the year ended eredth, 2008 decreased to $73,000 from $1.2 midi®n
reported for the year ended December 31, 2007 d€heease in lease operating expense is the réshk sale of our South Gillock and Jarvis
Dome properties in the fourth quarter of 2007.

Seismic and Other Exploration. Seismic and other exploration costs increased 1@ &illion in 2008 from $0 in 2007 primarily relate
to two seismic surveys in Morocco and one in Turkey

International Oil and Gas Activities . During the year ended December 31, 2008, we moati exploration activities in foreign countr
including salaries, consulting, legal, accountingyel and other costs necessary to further ountifigation and development of business
opportunities. Expense reimbursements totaling ¥882from Longe relating to our Moroccan properties included in international oil and
gas activities during the year ended December @18 2The following table presents expendituresdoyntry:

For the Year Ended
December 31,

(In Thousands) 2008 2007

Morocco $2217 $ 74E
Romania 762 811
Turkey 917 23¢
Other and unallocate 1,287 517
Total $5,18: $2,317

General and Administrative Expense General and administrative costs of $3.6 miliim2008 increased from $2.7 million in 2007,
primarily because of increased salaries, contedairl, insurance, legal and professional fees.

Depreciation, Depletion and Amortization. Depreciation, depletion and amortization decreéase$53,000 for 2008 as compared with
$80,000 in 2007 due to the sale of substantiallpfabur U.S. properties during 2007. We recordednapairment charge of $447,000 in 2007.
The depreciation expense in 2008 relates to dyidiquipment and other property acquired in the ia@topn of Longe in December 2008.

Interest and Other Income. Interest and other income increased $98,000 38 $80 in 2008 as compared to $240,000 in 2004tieg
from increased interest income on higher investesth dalances from the private placement in therskeqoarter of 2008 and from a $56,000
distribution in the third quarter of 2008 for ovaypnent of expenses from the former contract opecdtour Nigerian operations which were
sold in 2005.

Comprehensive Loss The comprehensive loss for the year ended Dece®ih@008 was $16.5 million or $0.25 per shareithand
diluted), compared to a comprehensive loss of 86lin or $0.15 per share (basic and diluted)tf@ year ended
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December 31, 2007. The 2008 loss is primarily casepoof general and administrative expense of $3l®m seismic and other exploration
expenses of $7.9 million and $5.2 million relattognternational oil and gas activities.

Capital Expenditures

For the year ended December 31, 2009, we incurt2d.8 million in capital expenditures compared ¢b capital expenditures of $10.3
million for the year ended December 31, 2008. Tioedase in capital expenditures is primarily duadquisitions, increased drilling and
exploration activity.

In 2008, we incurred capital expenditures of $Ifillion, including $7.9 million in seismic-relatemsts which was expensed, $402,000
for wellsite preparation in Romania, $127,000 faillgite preparation in Morocco, and $1.2 milliom feellsite preparation and drilling in
Turkey. We also recorded $202,000 for computertal@ommunication equipment in 2008.

In 2010, we expect our capital expenditures wiligabetween $135 million and $150 million. The eipaited expenditures are balanced
between development of our Selmo, Thrace BasinAapdtepe assets, exploration on potential higheichiplocks in Turkey and Morocco,
lower risk exploration on the Tselfat permit in Moco, exploration and seismic acquisition in Turkeg Romania and acquisitions of
equipment.

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 opeoas 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 2007 were castd cash equivalents and sale of assets. Ourgyrgoarces of liquidity for 2008 and
the first three months of 2009 were our cash ast eguivalents and proceeds from the issuancerafaumon shares. Since the acquisitio
Incremental, our primary sources of liquidity hdeen cash flow from operations from our acquisitbincremental, which included a 100%
working interest in the producing Selmo oil fielshang other assets, and proceeds from the saler @ooumon shares. We expect to generate
additional cash flow from operations in 2010 when initial eight wells in the Edirne field come om@, which we expect to occur in April
2010. On December 21, 2009, we entered into a see@ired credit facility. See “—Senior Secureddiiréacility.” At December 31, 2009,
we had cash and cash equivalents of $90.5 mil@rg million in short-term debt, no long-term debt working capital of $80.9 million
compared to cash and cash equivalents of $30.bmilo debt, and working capital of $28.9 millianDecember 31, 2008. Cash used in
operating activities during 2009 increased to $50il8on compared to cash used in operating acgsiof $13.7 million in 2008, primarily as a
result of increased drilling and exploration adtivi

Upon the acquisition of Incremental, we becameyparfa loan which TEMI had entered into (the “TE®Medit Agreement”) with
Turkiye Garanti Bankasi. TEMI borrowed $5.5 milliander the TEMI Credit Agreement in order to fumilidg and development activity in
the Selmo oil field. The amortizing loan had a fxaterest rate of 7.6% per annum and all outstangrincipal and interest under the TEMI
Credit Agreement was due August 6, 2010. The TEKMIIZ Agreement was repaid in full during DecemP@@d9, at which time the TEMI
Credit Agreement was terminated. In addition, TEMtered into unsecured non-interest bearing stgratdulit agreements totaling 1.2 million
Turkish Lira (approximately $800,000) with a lotnk. At December 31, 2009, there were outstangiémgpwings of $95,000, bank
guarantees totaling 540,000 Turkish Lira (approxétya$350,000) and a $324,000 bank guarantee isaugeptember 2009 related to TEMI's
Istanbul office lease under these lines.

On November 28, 2008, we entered into a crediteagent with Dalea for the purpose of funding thecaih takeover offer by
TransAtlantic Australia Pty. Ltd., our wholly-ownedbsidiary, for all of the outstanding sharesnairé¢mental. Pursuant to the credit
agreement, as amended, until June 30, 2009, wd ceqgliest advances from Dalea of (i) up to $62l0amifor the sole purpose of purchasing
Incremental common shares in connection with tierpplus related transaction costs and expenses(ix up to $14.0 million for general
corporate purposes. The total outstanding balahttee@dvances made under the credit agreementextarterest at a rate of ten percent
(10%) per annum, calculated daily and compoundediterly. The loan was repaid in full on June 23)20at which time the credit agreement
was terminated. We borrowed an aggregate of $64liémunder the loan and paid a total of $2.0 rillin interest in 2009.
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In December 2008, we issued 35,416,667 common shaeprice of $1.20 per share in a private placegwith Dalea, Riata
TransAtlantic, Mr. McCann, and other purchaser$witsiness or familial relationships with Mr. Mitdh that resulted in gross proceeds of
$42.5 million. We used substantially all of the petceeds to purchase additional equipment foptanned drilling and service operations in
Turkey, Morocco and Romania, to fund drilling aittes in those countries and for general corpopatgoses.

On June 22, 2009, we closed a Regulation S offefrgmmon shares outside the United States and@ucrent Regulation D private
placement of common shares inside the United Statascredited investors. In the aggregate, we 88J877,300 common shares at a price of
Cdn$1.65 per common share, raising gross procdeazpooximately $143.1 million. Of the 98,377,3Gihamon shares sold, 41,818,000
common shares were offered and sold by us to Défeaused $61.8 million of the net proceeds towaeadsng off a credit agreement with
Dalea. The remaining portion of the net proceedewsed to fund our exploration and developmeritities and for general corporate
purposes.

On July 23, 2009, in connection with our acquisitad EOT, our wholly-owned subsidiary, TransAtlanii/orldwide, Ltd., entered into
an unsecured promissory note with the sellerserathount of $1.5 million due July 23, 2010. Theenmears interest at a fixed rate of 3% per
annum.

On July 27, 2009, our wholly-owned subsidiary, Miilnternational Limited (“Viking International”purchased the 1-13 drilling rig and
associated equipment from Viking. Viking Internatid paid $1.5 million in cash for the drilling rémd entered into a note payable to Viking in
the amount of $5.9 million. The note was due anghpbke on August 1, 2010, bore interest at a fixetd of 10% per annum and was secured by
the drilling rig and associated equipment. We patidrest under the note on November 1, 2009 anduBep 1, 2010. On February 19, 2010,
amended and restated the terms of the note witmyik connection with the purchase of the I-14lidg rig and associated equipment from
Viking. On February 19, 2010, Viking Internatiomqalrchased the 1-14 drilling rig and associated gapaint from Viking. Viking International
paid $1.5 million in cash for the drilling rig ametered into an amended and restated note payaWlking in the amount of $11.8 million,
which is comprised of $5.9 million payable relatedhe I-14 drilling rig and $5.9 million payablelated to the purchase of the 1-13 drilling rig
in July 2009. Under the terms of the amended asi@ted note, interest is payable monthly at aifigatate of LIBOR plus 6.25%, and the
amended and restated note is due and payable ALg2812. The amended and restated note is sebyre 1-13 and I-14 drilling rigs and
associated equipment.

On November 24, 2009, we closed a Regulation Sinffef common shares outside the United Statesaaswhcurrent Regulation D
private placement of common shares inside the dr8tates to accredited investors. In the aggregegsold 48,298,790 common shares at a
price of Cdn$2.35 per common share, raising grossgeds of approximately $106.9 million. Of the288,790 common shares sold, we
offered and sold 4,255,400 common shares to D@leacurrently with the offerings, we completed a &Bation D private placement to two
accredited investors in the United States of 73D@immon shares at Cdn$2.35 per common sharedss groceeds to us of approximately
$1.66 million. We intend to use the net proceedmfthese offerings for our 2010 capital expendipnegram and for general corporate
purposes.

Senior Secured Credit Facility

On December 21, 2009, the Borrowers entered itltoese year senior secured credit facility with $tand Bank Plc and BNP Paribas
(Suisse) SA. We intend to use the credit facilitfihance a portion of the development of our aill @as properties in Turkey and for general
corporate and working capital purposes.

The amount drawn under the credit facility may exdteed the lesser of (i) a borrowing base andh@)maximum aggregate commitme
provided by the lenders. The borrowing base igtiesent value of our hydrocarbon reserves in Tudgeto a maximum of $250 million. The
initial borrowing base is $30 million and the baming base will be re-determined at least semi-aliywbased on our hydrocarbon reserves in
Turkey at December 31st and June 30th of each Yharlenders have aggregate commitments of $3GmilOn June 21, 2011 and each three
month anniversary thereof, the lenders’ commitmentier the credit facility are subject to reductign14.3% of their commitments existing
on March 21, 2011.

The credit facility matures on the earlier of (g&@mber 21, 2011 or (ii) the date that our hydfiomareserves in Turkey are determined
to be less than 25% of the amount shown in the K&009 reserve report prepared by RPS Energyciiguit facility includes a letter of cre:
sub-limit of up to $10 million.
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The credit facility is guaranteed by us and ther@otrs. Loans under the credit facility will acerinterest at a rate of three month
LIBOR plus 6.25% per annum. At December 31, 200 had no outstanding borrowings under this cregfié@ment. In addition, we are
required to pay (i) a commitment fee payable quigrie arrears at a per annum rate equal to 3.1@6%@annum of the average daily unused
uncancelled portion of each lender’'s commitmenteuride credit facility, (ii) on the date of issuaraf any letter of credit, a fronting fee in an
amount equal to 0.25% of the original maximum amawailable to be drawn under such letter of cradd (iii) a per annum letter of credit
for each letter of credit issued equal to the fw®unt of such letter of credit multiplied by (aQ)% for any letter of credit that is cash
collateralized or backed by a standby letter oflitfiesued by a financial institution acceptablé&tandard Bank Plc or (b) 6.25% for all other
letters of credit. We have deferred $1.9 milliorplacement fees and issuance costs associatetheitiiedit facility that will be amortized o
the three-year contractual period using the effectield method.

The credit facility is secured by (i) receivables/able under each Borrower’s hydrocarbon salesactst (i) the Borrowers’ bank
accounts which receive the payments due under Ben hydrocarbon sales contracts; (iii) the shafesach of DMLP, Ltd., Talon
Exploration, Ltd., TEMI and TransAtlantic Turkeytd.; and (iv) substantially all of the present dudire assets of the Borrowers.

During a measurement period of the four most régeoimpleted fiscal quarters occurring on or aflarch 31, 2010, the financial
covenants under the credit facility require eacthefBorrowers to maintain a:

» ratio of total debt to EBITDAX of greater than 2.601.00;
» ratio of EBITDAX (less no-discretionary capital expenditures) to interestemge of less than 4.00 to 1.00; :
» ratio of current assets to current liabilities of fess than 1.10 to 1.0

The credit facility defines EBITDAX as net incomex¢luding extraordinary items) plus, to the ex@educted in calculating such net
income, (i) interest expense (excluding interedd pakind, non-cash interest expense and intemestubordinated intercompany debt),
(i) income tax expense, (iii) depreciation and atzation expense, (iv) amortization of intangib(escluding goodwill) and organization costs,
(v) any extraordinary, unusual or non-recurring4tash expenses or losses, (vi) expenses incurmezhimection with oil and gas exploration
activities entered into in the ordinary course w$ibess, (vii) transaction costs, expenses andreased in connection with the negotiation,
execution and delivery of the credit facility ame trelated loan documents, and (viii) any othercash charges, minus, to the extent included
in calculating net income, (a) any extraordinarmysual or non-recurring income or gains (includijains on the sales of assets outside of the
ordinary course of business), and (b) any othergash income or gains.

Pursuant to the terms of the credit facility, uatihounts under the credit facility are repaid, eafctme Borrowers shall not, and shall
cause each of its subsidiaries not to, in each @algject to certain exceptions, incur indebtedoesseate any liens, enter into any agreements
that prohibit the ability of any Borrower or itsksidiaries to create any liens, enter into any mergpnsolidation or amalgamation, liquidate or
dissolve, dispose of any property or business,gogydividends or similar payments to shareholdeeke certain types of investments, enter
into any transactions with an affiliate, enter iateale and leaseback arrangement, engage in bsigitieer than as an oil and gas exploration
and production company or outside of Turkey ojutgsdiction of formation, change its organizatibdacuments, fiscal periods or accounting
principles, modify certain hydrocarbon agreements lacenses or material contracts, enter into aggle agreement for speculative purpos:
open or maintain new deposit, securities or comtgadicounts.

An event of default under the credit facility indks, among other events, breach of certain coveiaact obligations, cross default to
other indebtedness, bankruptcy or insolvency aadtturrence of a material adverse effect. In agithe occurrence of a change of control
is an event of default. A change of control is defi as the occurrence of any of the followingo(iy failure to own, of record and beneficially,
all of the equity of the Borrowers or to exercideectly or indirectly, day-to-day management apémational control of the Borrowers; (i) the
failure by the Borrowers to own or hold, directlyiodirectly, all of the interests granted to Bawers pursuant to certain hydrocarbon licenses
designated in the credit facility agreement; ay (&) Mr. Mitchell ceases for any reason to bedkecutive chairman of our board of directol
any time, (b) Mr. Mitchell and certain of his affites cease to own of record and beneficially @ti85% of our common shares; or (c) any
person, group or company, excluding Mr. Mitchellartain of his affiliates, shall become, or obtaghts to become, the beneficial owner of
more than 35% of our outstanding common sharetiezhtd vote for members of our board of directomsa fully-diluted basis. Provided that,
if Mr. Mitchell ceases to be executive chairmaroof board of directors by reason of his death sallity, such event shall not constitute a
matured event of default unless we have not appdiatsuccessor reasonably acceptable to the lendeis 60 days of the occurrence of such
event. If an event of
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default shall occur and be continuing, all loandanthe credit facility will bear an additional émést rate of 2.0% per annum. In the case of an
event of default upon bankruptcy or insolvency aatlounts payable under the credit facility becomeédiately due and payable. In the case
of any other event of default, all amounts due uide credit facility may be accelerated by thedkns or the administrative agent. Borrowers
have certain rights to cure an event of defautiagi from a violation of the interest coverageaati leverage ratio by obtaining cash equity or
loans from us.

Pursuant to the credit facility, TEMI entered iztero cost collars with Standard Bank Plc and BNRbBs, which hedge the price of oil
during 2010, 2011 and 2012 under the terms sdt fmtow. See “ltem 7A. Quantitative and Qualitatidieclosures about Market Risk —
Commodity Price Risk.” If our borrowing base isfieased in the future, we would be required undectedit facility to hedge additional
volumes of oil.

Quantity
Weighted Average Weighted Average
Year (Bbl/day) Minimum Price (per Bbl) Maximum Price (per Bbl)
2010 80C $ 61.5( $ 89.1:
2011 70C $ 61.5( $ 102.0(
2012 60C $ 61.5( $ 109.8:

We expect to have sufficient cash, cash equivalentslability under the senior secured creditlfgcand cash flow from operations to
fund our operations for at least the next twelvenths. However, we may not have sufficient fundsdoduct our planned exploration and
development activities beyond December 2010.

Contractual Obligations
The following table presents a summary of our @mwitral obligations at December 31, 2009:

Payments Due By Yeal
(In Thousands)

Total 2010 2011 2012 2013 2014  Thereafter
Leases and othu $513% $161C $ 1,38 $1,17C $61¢ $— $ 351
Contracts 17,00( 13,20( 3,80( — — — —
Permits 5,65k 70E 4,95( — — — —
Total $27,79C $15,51¢ $10,13¢ $1,17C $61¢ $— $ 351

Off-Balance Sheet Arrangements
We did not have any off-balance sheet arrangenaidecember 31, 2009.
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Iltem 7A.  Quantitative and Qualitative Disclosures about Marlet Risk.

We are exposed to market risk from changes indstamtes, foreign currency exchange and hedginggamis. A discussion of the market
risk exposure in financial instruments follows. @uarket risk sensitive instruments were entered fiot hedging and investment purposes, not
for trading purposes.

Interest Rate Risk

Pursuant to our credit agreement with Standard Bdoland BNP Paribas, we are subject to interéstrisks associated with interest rate
fluctuations on outstanding borrowings, as desdrilneder “Item 7. Management’s Discussion and Ansglg§Financial Condition and Results
of Operations—Senior Secured Credit Facility.” A¢d@mber 31, 2009, we had no outstanding borrowingsr this credit agreement. The
interest we pay on borrowings under this credieagrent is set every three months equal to LIBOR f185% per annum.

Foreign Currency Risk

We are subject to changes in foreign currency exgphaates as a result of our operations in fore@mtries. Our currency exposures
relate to transactions denominated in the Austrdliallar, Canadian Dollar, British Pound, Europé&hrion Euro, Romanian New Leu,
Moroccan Dirham and Turkish Lira, and we are abgoosed to foreign currency fluctuations as crudeiices received are referenced in
United States Dollar-denominated prices. In addjttbe assets, liabilities and results of operatioihour foreign operations are measured using
the functional currency of such foreign operatiBffective January 1, 2009, the functional currefaryeach of our corporate entities in
Morocco, Turkey, Canada and Romania is the locakogy. The functional currency of TransAtlantidi®kum Ltd. changed from the
Canadian Dollar to the U.S. Dollar effective Octobe2009, the date upon which TransAtlantic Petrol Ltd. continued its existence out of
Canada to Bermuda. As a result, translation adjgstsnwill result from the process of translatingsdiary financial statements into the
U.S. Dollar reporting currency. Such translatiojuatinents are recorded as a component of other redrapsive income. The balance of $9.6
million recorded in other comprehensive income@02 consisted solely of foreign currency transtatajustments.

We recorded foreign currency gains and losses wigistilt from re-measuring transactions and monetecpunts into the functional
currency in earnings. As of December 31, 2009, ag 18 million Euros (approximately $14.0 millioBs.7 million Canadian Dollars
(approximately $53.0 million) and 460,000 Turkisinal(approximately $305,000) in cash and cash edeits that are re-measured into the
functional currency using the period-end exchamrge, with such re-measurement gains or lossesdedan earnings. We estimate that a 10%
change in the exchange rates would impact suchlzziahces and our consolidated net loss by appeirign$6.2 million. Foreign currency
forward contracts have not been used to manageagetrate fluctuations.

We agreed to a fixed currency exchange rate of AIMO to US $0.7024 in the Credit Agreement witheRgsee “Note 10—Loans
payable” to our consolidated financial statemer@®s). June 23, 2009, the loan was repaid in itsegtand the Credit Agreement was
terminated. The resulting realized exchange loss$4a2 million for the year ended December 31, 2008ch was partially offset by
approximately $800,000 of transaction gains anddssnd re-measurement of monetary accounts dogsisincipally of our cash balances
described above.

Commodity Price Risk

Our revenues are derived from the sale of our caiidend natural gas production. The prices foraoitl natural gas are extremely volatile
and sometimes experience large fluctuations asudtref relatively small changes in supplies, weattonditions, economic conditions and
government actions.

Pursuant to our senior secured credit facility vifit Lenders, at least one of the Borrowers isireduo maintain commodity derivative
contracts with Standard Bank Plc and BNP ParibaBdcember 2009, TEMI entered into costless devigatontracts with Standard Bank Plc
and BNP Paribas, which hedge the price of oil du@i10, 2011 and 2012. Pursuant to our creditifacie cannot enter into hedge
agreements that, when aggregated with any othepbgidbon hedge agreement then in effect, coveisnmatvolumes in excess of 75% of the
reasonably projected production volumes attribetablour proved developed reserves.

The derivative contracts hedge against the vaifgliil cash flows associated with the forecastdd efour future oil production. While
the use of the hedging arrangements will limitdiog/nside risk of adverse price movements, it mag &mit future gains from favorable
movements. The derivative contracts with StandamkBPIc and BNP Paribas are in the form of costtelars. The costless collars provide us
with a lower limit “floor” price and an upper limfteiling” price on the hedged volumes. The flooicp represents the lowest price we will
receive for the hedged volumes while the ceilingerepresents the highest price we will receivetie hedged volumes. The costless collars
are settled monthly. These contracts may or maymwotve payment or receipt of cash at inceptiapehding on the ceiling and floor pricing.
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We have elected not to designate our derivativenierel instruments as hedges, and accordingly ea@rd such contracts at fair value
recognize changes in such fair value in currentiags as they occur. Our commaodity derivative cacts are carried at their fair value in
earnings as they occur. Our commodity derivativetre@ts are carried at their fair value on our otidated balance sheet under either the
caption “Derivative liabilities” or “Derivative as$s.” We recognize unrealized and realized gaidd@sses related to these contracts on a
mark-to-market basis in our consolidated stateroéoperations under the caption “Gain (loss) on eadity derivative contractsSettlement
of derivative contracts are included in operatiagtcflows on our consolidated statement of cashsfléf commodity prices decrease, this
commodity price change could have a positive impacur earnings. Conversely, if commodity pricesréase, this commodity price change
could have a negative effect on our earnings. Bacivative contract is evaluated separately torddtee its own fair value. As of
December 31, 2009, we recorded a net unrealizadologommodity derivative contracts of $1.9 millid¥ie were not a party to any derivative
contracts for the comparable period of 2008.

The following table summarizes our oil and natgad derivatives contracts as of December 31, 2009:

Weighted Weighted Estimated Fair
Quantity Average Minimum Average Maximum Value of Liability
Year (Bbl/day) Price (per Bbl) Price (per Bbl) (in thousands)
2010 80C $ 61.5( $ 89.1: $ (762)
2011 70C $ 61.5( $ 102.0( $ (682)
2012 60C $ 61.5( $ 109.8: $ 47€
(1,927
Item 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.

Iltem 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Disclosure controls and procedures are controlspancedures that are designed to ensure that iafismrequired to be disclosed in the
reports filed or submitted under the Exchange Acetcorded, processed, summarized and reportddnwlite time periods specified in the
SEC'’s rules and forms. Disclosure controls and gulaces include, without limitation, controls andgedures designed to ensure that
information required to be disclosed in the repéktsl or submitted under the Exchange Act is acglated and communicated to managem
including the chief executive officer and chiefdircial officer, as appropriate to allow timely dgens regarding required disclosure.

As of December 31, 2009, management carried oevaluation, under the supervision and with theigiggtion of our chief executive
officer and chief financial officer, of the effeetiness of the design and operation of our discéosantrols and procedures. There are inherent
limitations to the effectiveness of any systemistlbsure controls and procedures. Accordingly nesféective disclosure controls and
procedures can only provide reasonable assurafeedieving their control objectives. Based upoa ¢élwaluation, and as a result of the
material weaknesses described below, our chiefutivecofficer and chief financial officer have cdimded that our disclosure controls and
procedures were not effective at the reasonablea@sse level.

Management’'s Report on Internal Control Over Finarad Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@orting, as such term is defined
in Rules 13a-15(f) and 15d-15(f) of the Exchangé Because of inherent limitations, a system ofrimal control over financial reporting may
not prevent or detect material misstatements amelyt basis. Also, projections of any evaluatioretfectiveness to future periods are subject
to the risk that controls may become inadequate@ebanges in conditions or that the degree ofptiamce with the policies or procedures
may deteriorate.

Our management, under the supervision and witlpaéntcipation of our chief executive officer andeftfinancial officer, conducted an
evaluation of the effectiveness of our internaltocolrover financial reporting using the criteria g&rth by the Committee of Sponsoring
Organizations of the Treadway Commission (“COS@"nternal Control—Integrated FrameworkBased on its evaluation, our management
concluded that our internal control over financggorting was not effective as of December 31, 288@use of the identification of the
material weaknesses identified below.

A material weakness (as defined in Rule 12b-2 utideExchange Act) is a deficiency, or combinatibaeficiencies, in internal control
over financial reporting such that there is a reabte possibility that a material misstatemenhmannual or interim financial statements will
not be prevented or detected on a timely basish&Ve identified material weaknesses as describedvbe

» We did not maintain adequate controls to facilitate flow of information used in financial repodithroughout the organizatio
Specifically, as of December 31, 2009, we havesnotessfully integrated our existing accounting:fiom with the accounting
function of Incremental acquired on March 5, 2G68luding creating an organizational structure tdagned appropriate authori



with responsibility in the financial reporting fuiian. Our financial reporting staff located in Dad| Texas, who had the
responsibility to gather the necessary data toaaee the results of our operations, analyzedhresults for existence,
completeness, accuracy, and compliance with U.SABANd report those results in our periodic fiingrere not able to receive
financial data from Incremental in time to perfoanthorough and complete review of the data in cotiore with the preparation of
our 2009 year-end financial statements. Becausigiotieficiency, which is pervasive in nature, maleadjustments were
discovered in our year end financial statementstthd to be corrected before they were iss

We did not maintain an effective per-end financial statement closing process. Spedi§icale did not design effective procedu
for reconciling and compiling our financial recolidsa timely manner. Because of this deficiencyiolhis pervasive in nature,
material adjustments were discovered in our yedrfiz@ncial statements that had to be correctedrbehey were issue

We did not design procedures to ensure detaileédwesvand verification ¢
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inputs related to the analysis of accounts or fraimsns and schedules supporting financial statéar@ounts and disclosure
Because of this deficiency, which is pervasiveatune, material adjustments were discovered iryear end financial statements
that had to be corrected before they were iss

* We did not maintain effective monitoring controlseo foreign operations in our Istanbul locatione8ifically, we did not design
control activities, including oversight and revigwocedures necessary to monitor the effectiventessrrol activities at our
Istanbul location. Because of this deficiency, Whig pervasive in nature, material adjustments wleseovered in our year end
financial statements that had to be corrected bdfwy were issue

Our independent registered public accounting fiam &udited the effectiveness of our internal céwiver financial reporting as of
December 31, 2009 as stated in their report, ddtah 30, 2010, which appears herein.

Management’s Plan for Remediation of Material Weaggses
In light of the conclusion that our internal corntooer financial reporting was not effective, ouamagement has developed a plan
intended to remediate such ineffectiveness anttéagthen our internal control over financial repag through the implementation of certain
remedial measures, which include:
* We plan to hire a controller in Incremental’s Idtahoffice with sufficient experience in U.S. GAA#Rd financial reporting.
Management will provide this person with all theper authority to carry out his or her respondiesi so that financial information
in compliance with U.S. GAAP is received, analyzeainpiled and reported in our periodic reports timeely manner. Further, we

are currently in the process of replacing Incremkmticcounting system with the system being @diby the accounting and
financial reporting function in the Dallas offic&/e believe this will allow us greater visibilitytmthe financial data from

Incremental and assist in the review proc

* We plan to review our financial statement closecpss and reinforce the importance of a timely cleise an increased focus on 1
review of inputs and analysis of accounts as wehkeinforcing the need to have adequate suppadticgmentation for data

contained in the filings

*  We will develop a plan to assist management, irinythose with responsibility for drafting and rewiing the financial statemen
with monitoring the performance of controls actast performed at our Istanbul offic

Changes in Internal Control over Financial Reportmn

On December 30, 2008, we acquired Longe EnergytetnDuring 2009, we fully integrated Longe, a depeent stage enterprise, into
our existing control structure including controfslgprocedures around general ledger accountingnaedtory and equipment management.
We consider the integration of Longe a materiahgigain our internal control over financial repogtin

On March 5, 2009, we acquired Incremental. As iatdid above, we are currently in the process ofrparating Incremental into our
control environment but have experienced substadifficulty in doing so. We consider the ongoimgegration of Incremental a material
change in our internal control over financial retjay.

ltem 9B.  Other Information.
None.
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PART IlI

Iltem 10.  Directors, Executive Officers and Corporate Governace.
Directors and Executive Officers

The following sets forth the biographical backgrdunformation for each of our directors and exemitfficers. In addition, the
biographies of our directors include a brief dgsttwh of the specific experience, qualificationttibutes or skills that led to the conclusion t
each person should serve as a director. In addiidime specific experience, qualifications, atitds and skills described below, all of the
directors have the professional experience andpal€haracter that make them highly qualified atwes for our company and collectively
comprise an experienced board that works well togredis a whole.

N. Malone Mitchell, 3¢, age 48, has served as a director since April 20@Bas our chairman since May 2008. Since 2005Mchell
has served as the president of Riata Management &h ©klahoma City-based private oil and gas espion and production company. From
June to December 2006, Mr. Mitchell served as gezgiand chief operating officer of Sandridge Egehgc. (formerly Riata Energy, Inc.), an
independent natural gas and oil company concengyrati exploration, development and production dibtis. Until he sold his controlling
interest in the company in June 2006, Mr. Mitcladdlo served as president, chief executive officeréairman of Riata Energy, Inc., which
Mr. Mitchell founded in 1985 and built into onetbk largest privately held energy companies inlthied States.

Mr. Mitchell brings to the board extensive execatigadership experience, organizational experiemqeerience with us and over 25
years of experience with the oil and gas industieyis familiar with our de-to-day operations and is critical to the formulatiorl &xecution o
our strategy. His insight into our operations, perfance and into the oil and gas industry in gdreeeacritical to board discussions.

Brian E. Bayley, age 57, has served as a director since 2001e #Mag 2009, Mr. Bayley has served as presidengf executive officer
and director of Quest Capital Corp., a publichded mortgage investment corporation listed on tBX &nd NYSE Amex. From January 2008
until May 2009, Mr. Bayley served as co-chairmamofest, and from June 2003 until January 2008 anidgl March 2008, Mr. Bayley served
as president and chief executive officer, respebtivHe has also served as the president and etaliref lonic Management Corp., a private
management company that provides various consubishgpinistrative, management and related servixesiblicly traded companies, since
December 1996.

Mr. Bayley brings to the board extensive finanddecutive leadership and organizational experiehos experience makes him an
effective member of our audit committee. Mr. Bayédgo has significant experience serving as a tirexf other public companies, which
brings important insights into board oversight, pemsation and corporate governance matters.

Alan C. Moon age 64, has served as a director since 2004Mislon has been the president of Crescent Entergrisesa private
Calgary-based investment firm, since he formed #997. Prior to that, Mr. Moon was president ahigfcoperating officer of TransAlta
Energy Corporation, an international independesttek power generation and distribution comparat ttad approximately $1 billion in assets
and operated in Ontario, New Zealand, Australiait®@merica, and the United States during the jgelo. Moon served as an executive
officer of the company.

Mr. Moon brings to the board extensive financiak&utive leadership and organizational experiefbés background makes him an
effective chairman of our compensation committes @ur corporate governance committee. In addifidn,Moon has significant experience
serving as a director of other public companiess Background brings important insights into boavdrsight, compensation and corporate
governance matters.

Mel G. Riggs age 55, has served as a director since July M0Riggs has served as senior vice president-riieasecretary,
treasurer, and chief financial officer since 198d as a director since 1994, of Clayton Williameigy, Inc., an independent exploration and
production company that develops and producesdilretural gas. Since 1989, Mr. Riggs has servedasmger of finance of the Williams
Companies, Inc. From 1984 to 1989, Mr. Riggs witglly employed as senior vice president of finarand treasurer of ClayDesta
Communications, Inc., and thereafter as vice pesgidf finance of Advanced Telecommunications Coapon, which acquired ClayDesta
Communications, Inc. in March 1989.
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Mr. Riggs brings to the board extensive finanaakcutive leadership and organizational experieincijding over 30 years experience
as a certified public accountant and 19 years éaipeg as a chief financial officer. This experientakes him an audit committee financial
expert under SEC rules and regulations and antafechairman of our audit committee. Mr. Riggsodt&s significant experience serving as a
director of other public companies, which bringportant insights into board oversight and corpogateernance matters.

Michael D. Winn, age 48, has served as a director since 2004aslbden the president of Terrasearch Inc., a pra@isulting company
that provides analysis on mining and energy conggsince he formed that company in 1997. Pritihag Mr. Winn spent four years as an
analyst for a Southern California-based brokerage Where he was responsible for the evaluatioanérging oil and gas and mining
companies. Mr. Winn has worked in the oil and gakistry since 1983 and the mining industry sincg219

Mr. Winn brings to the board extensive financialeeutive leadership and organizational experieNtteWinn also has significant
experience serving as a director of other publioganies, which brings important insights into boawvdrsight, compensation and corporate
governance matters.

Matthew W. McCannage 41, has served as our chief executive of§icee January 2009 and has served as a direota Blay 2008.
Since April 2007, Mr. McCann has also served aggdrcounsel of Riata Management LLC, an Oklahotitgliased private oil and gas
exploration and production company. From DecemB852o April 2007, Mr. McCann served as vice presiglegal & corporate secretary for
Sandridge Energy, Inc. (formerly Riata Energy, Jnan independent oil and natural gas company caratéeng in exploration, development ¢
production activities and, from 2001 to Decembed®Mr. McCann served as general counsel for Riatrgy, Inc.

Mr. McCann brings to the board extensive executaglership experience, organizational experienqegréence with us and experience
with the oil and gas industry. He is responsible émd familiar with, our day-to-day operations d@he implementation of our strategy. His
insight into our performance and into the oil aad ghdustry in general are critical to board disauss.

Scott C. Larsenage 57, has served as our president since M&@h @nd served as our chief executive officer fiday 2005 to Janual
2009. He has served as a director since May 2085ireVviously served as our vice president—operaticom July 2002 until March 2004, has
been involved in our international activities siribeir inception in 1994. An attorney by traininglwover 25 years experience in the oil and
gas industry, Mr. Larsen served previously as gereeunsel for Humble Exploration, and independsmpioration company. Additionally, he
spent several years as a partner in Vineyard, DSaldéller, a business litigation law firm and sedras general counsel for Summit Partners
Management Co., a venture capital and managemergaiy.

Mr. Larsen brings to the board executive leaderskjgerience, organizational experience, extensiperence with us and extensive
experience with the oil and gas industry, includimgrnational oil and gas exploration. He is faanilvith our day-to-day operations and the
implementation of our strategy. His insight inta performance and into the oil and gas industrgeneral are critical to board discussions.

Gary T. Mize, age 57, was appointed as our vice president laiefl @perating officer in January 2010. From 199btigh November
2009, Mr. Mize served as Executive Vice PresidémManti Exploration Company, an oil and gas compangaged in exploration,
development and production, where he was resp@nfiblcoordination of all acquisition, exploratidmancial, and operational activities. Pr
to joining Manti Exploration Company, Mr. Mize wamployed by Exxon Mobil Corporation from 1974 t®49At Exxon, Mr. Mize held
numerous management positions including Operafibersager — Southeastern Division, Technical Manageast Texas Division and
Planning Manager — Natural Gas Department.

Hilda D. Kouvelis, age 47, has served as our chief financial offiiece January 2007 and as a vice president simge2d07. She serve
as our controller since joining us in July 2005ilurgnuary 2007. From November 2007 until May 20@8, Kouvelis served as chief financial
officer of Sky Petroleum Inc. and Southern StarrBpénc. Prior to that, Ms. Kouvelis served as colter for Ascent Energy, Inc., an oil and
natural gas exploration and development companyy 2001 to 2004. She has more than 20 years o$indexperience, including 18 years
with FINA, Inc., where she held various positionsccounting and finance, including Controller dneasurer. From 1998000, Ms. Kouveli:
served as Controller for international operationBetroFina S.A.’s headquarters in Brussels, Baigiu
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Jeffrey S. Mecomage 44, has served as our corporate secretary Biay 2006 and as a vice president since May 2B@fbre joining us
in April 2006, Mr. Mecom was an attorney in privgt@ctice in Dallas. Mr. Mecom served as vice mhesi, legal and corporate secretary with
Aleris International, Inc., a NYSE-listed interratal metals recycling and processing company, 1686 until April 2005.

Messrs. Mitchell, Winn, Bayley, and Riggs eitherreatly serve or within the past five years haveveé on the board of directors of the
public companies listed below:

Name of Director Name of Company Period Served
N. Malone Mitchell Quest Resource Corporati April 2007 - May 2008
Michael D. Winn Alexco Resource Corporatic January 200—- Presen
Quest Capital Corg July 2002- December 200
Brian E. Bayley American Natural Energy Corporatic  June 200- Presen
Esperanza Silver Corporatit December 199- Presen
Kirkland Lake Gold Inc October 199¢ Presen
Quest Capital Corg June 200- Presen
Midway Gold Corp May 1996- November 200!
Mel G. Riggs Clayton Williams Energy, Inc May 1994- Presen

To the best of our knowledge there are no arrangee understandings between any director or@ffimd any other person pursuar
which any person was selected as a director aresffi

There are no family relationships between any ofditectors, nominees for director or executiveagffs. To our knowledge, there have
been no material legal proceedings as describddrim401(f) of Regulation S-K during the last tezays that are material to an evaluation of
the ability or integrity of any of our directors executive officers.

Section 16(a) Beneficial Ownership Reporting Congoice

Section 16(a) of the Exchange Act requires ourctlims, executive officers, and any persons who mere than 10% of a registered cl
of our equity securities, to file reports of owrepand changes in ownership with the SEC. SECla¢igus require executive officers,
directors and greater than 10% shareholders tastutrs with copies of all Section 16(a) forms tfily; Based solely on our review of the
copies of such forms furnished or available towss believe that our directors, executive officard 40% shareholders complied with all
Section 16(a) filing requirements for the fiscahyended December 31, 2009 except as follows:ateeHorm 4 was filed by Mr. Mitchell on
January 5, 2009 to report the acquisition of comistweres and common share purchase warrants on bec8&@ 2008 and one late Form 4
was filed by each of Messrs. McCann, Mecom andéraend Ms. Kouvelis on August 19, 2009 to repagtabquisition of restricted stock ur
on August 10, 2009.

Code of Business Conduct

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 is published on our web site at
www.transatlanticpetroleum.comunder the Investors tab. We intend to disclosgréuamendments to certain provisions of the Cdde o
Conduct, or waivers of such provisions grantedxecative officers and directors, on our websitéhimitfour business days following the date
of such amendment or waiver.

Audit Committee

The board of directors has established a separdésignated standing audit committee in accordavittesection 3(a)(58)(A) of the
Exchange Act. Messrs. Winn, Bayley, Moon and Riggse on the audit committee. The board of diredbas determined that Mr. Riggs
meets the qualifications of an “audit committeefinial expert” in accordance with SEC rules andilagpns and that Mr. Riggs meets the
appropriate standards for independence in accoedaiibh the NYSE Amex listing standards.
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ltem 11. Executive Compensation
Compensation Discussion and Analysis
Executive Compensation Philosophy

Our executive compensation program is designetttach motivate and retain talented executivedblmg us to produce superior results
and maximize return to shareholders. Our pay fdiopmance philosophy focuses executives’ effort@aohieving strategic corporate goals,
thereby enabling us to deliver short-term and lterga financial successes for our shareholders withocouraging excessive risk taking. At
this stage of our company’s development, executdrapensation is not tied to specific performancé&riog but is intended to focus our
executives on successfully executing our stratedyetome a vertically-integrated internationalamitl gas exploration, production and service
company. Our compensation committee, which consistisely of independent board members, contrasetkecutive compensation program
for our named executive officers, as well as farather officers and employees. Our executive camegion objectives are to:

» pay for performance without excessive ri

e attract, retain and motivate superior executi

e pay competitive levels of salary and total comp&aosaand

« align the interests of management with the interetbur shareholder

Process of Determining Compensation

Our compensation committee determines executivgpeosation. Our chairman and other members of cardbmay also participate in
compensation committee meetings to provide thatuation of the performance of our executive officeand our chief executive officer
provides compensation recommendations as to exeocofficers other than himself. Management plag®&aificant role in this process,
through evaluating employee performance, recommgrshlary levels, discretionary cash bonuses atdated stock unit awards and
preparing meeting information for use in compemsatiommittee meetings. Although the compensationnsittee has not retained a
compensation consultant, it may do so in the future

Elements of Executive Compensation

The 2009 compensation program consisted of baaeysal cash incentive bonus award, and restrid¢tek ainits. Executives also
received standard employee benefits. There is modbpolicy regarding the allocation between sherta or longterm incentive compensatis
or between cash and non-cash incentive compendatianir executive officers. The compensation cottesirelies on each committee
member’s knowledge and experience as well as irdtan provided by management when determining fipeapriate level and mix of
compensation. In general, the compensation comariiédieves that long-term, non-cash incentive coregtion should be emphasized over
short-term, cash incentive compensation for oucetiee officers. We have not adopted formal stoskership guidelines for our named
executive officers, but we believe that named etteewfficers owning stock helps align their intstrgvith those of long-term shareholders.

Base Salaries Our compensation committee reviews and setsdrades annually. When determining base salasidefor the chief
executive officer and other named executive officéte compensation committee reviews their perdmice and contribution to the
achievement of corporate objectives.

We entered into an oral arrangement with respektrtdMcCann’s compensation, which set an initiaédaalary that is subject to the
annual review and discretion of our compensatianrodtee and the board of directors. Ms. Kouvelid &fessrs. Larsen and Mecom have
entered into employment agreements with us. Thgseements provide for an initial base salary, winety be reviewed and increased at the
discretion of the board. See “—Discussion Regardfisgal Year 2009, 2008 and 2007 Summary Compemsatible and Fiscal Year 2009
Grants of Plan-Based Awards Table—Employment Agesgst for more information on these agreements.
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Short-Term Incentive Compensatiolm addition to base salaries, we award cash Emnos a discretionary basis to our employees,
including the named executive officers. For the edraxecutive officers other than our chief exeautfficer, the compensation committee, in
consultation with our chief executive officer, remmends cash bonuses for the board’s approval. dimpensation committee reviews the
performance of our chief executive officer and raotends the bonus for our chief executive officethioboard of directors. Cash bonuses are
based on the officer’'s performance, the officeoatdbution to achieving corporate goals and otnieement of goals set by the board of
directors. The compensation committee does nograssiy specific weights to these measures or fiseraila to determine bonus amounts.

We do not have a formal cash incentive bonus gilhough we have historically paid year-end cagtules in the range of 10% to 20%
of annual base salary. For 2009, Mr. McCann, Manédis, Mr. Larsen and Mr. Mecom were awarded dastuses of $32,692, $21,115,
$45,192 and $20,000 respectively. Of Mr. McCannggigetionary bonus, $7,692 was paid in 2009 andGf#bwas paid in 2010. Of
Ms. Kouvelis’ discretionary bonus, $8,615 was [gai@009 and $12,500 was paid in 2010. Of Mr. Laisediscretionary bonus, $20,192 was
paid in 2009 and $25,000 was paid in 2010. Of Mechin’s discretionary bonus, $7,500 was paid in 2869$12,500 was paid in 2010. For
2009, the compensation committee determined thét @bexecutive bonuses would be paid in cash aftl Wbuld be paid as long-term
incentives in the form of restricted stock units.

Long-Term Incentive Compensatio®ur board of directors designed our long-terneiritve plan to ensure that incentive compensation
rewards our employees’ contributions to the longatpositive performance of our company, and isridea to align our executives’ interests
with our shareholders’ interests. Long-term incemtiwards are granted by the board of directoth@mecommendation of the chief executive
officer, in the case of employees, and by the carsgion committee, in the case of hamed execuffigecs including the chief executive
officer, president and chief financial officer. Lgpterm incentive awards are generally awarded bybtrard of directors upon the
commencement of employment with us based on thed tdvesponsibility of the employee. The numbeloofg-term incentive awards
outstanding to a particular individual and theirdéh of service are taken into consideration whearding new awards. Additional grants have
been made periodically to ensure that the numbamwafrds granted to any particular individual is coensurate with the individual’s level of
ongoing responsibility within our company.

In 2009, our compensation committee decided to #ieeuse of long-term incentives to award restdcitock units instead of stock
options. On February 9, 2009, our board of direcapproved the TransAtlantic Petroleum Corp. 2008g-Term Incentive Plan (the
“Incentive Plan”), which was approved by our shatdbrs at our annual and special meeting of shideloheld on June 16, 2009. Our
Amended and Restated Stock Option Plan (2006)'@ption Plan,” and together with the Incentive Rldre “Plans”) expired at the close of
the shareholder meeting with respect to all unatied shares thereunder, and all options previarsiyted under the Option Plan remained in
full force and effect. We discontinued grantingcitoptions following the termination of the OptiBtan and began granting restricted stock
units pursuant to the Incentive Plan.

In connection with the approval of the IncentivarRlour compensation committee adopted a long-iezemtive policy designed to
attract and retain qualified professionals througtour company and to attract and retain skilleglichted employees who are willing to
commit to a long term of foreign service, whilermeible to pay modest salaries and create a mdahawgnership stake in our company. The
long-term incentive policy provides for a seaminual grant of restricted stock units equal te@@ntage of base salary to participants, inclt
our chief executive officer and our named execubiffcers. For 2009 and 2010, the percentage wés @5base salary. The compensation
committee reviews this policy annually, and mayasnt additional discretionary awards for excami service. The compensation
committee believes that this structure will inceizie and motivate our professionals to provideatiditional effort needed to maximize our
success. In addition, restricted stock units prewgecutives with an opportunity to earn our comistweres. The compensation committee
believes this structure provides greater balandestability to our long-term incentives for exeees. It also provides a form of long-term
compensation that aids retention, encourages lemg-talue creation and aligns financial interesth whareholders (but does not encourage
excessive risk taking). The restricted stock uaitgrded to our named executive officers generallt in three annual installments and are
subject to the continued employment of the namedatkve officer through each such restricted period

Pursuant to our long-term incentive policy, Mr. M@, Ms. Kouvelis, Mr. Larsen and Mr. Mecom werarged restricted stock units on
February 9, 2009 of 125,000, 50,000, 150,000 an@d0®0) respectively. These awards were subjecte@giproval of the Incentive Plan and the
ratification of the awards by our shareholdersuatamnual and special meeting held on June 16,.20@%se initial grants include awards of
restricted stock units equal to 25% of base safdng an additional amount of restricted stocksuiritrecognition of the executives’
contributions to the achievement of our goals in
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2008. These restricted stock units vested one-tnirdanuary 15, 2010, and vest one-third on Jarl&®rg011 and one-third on January 15,
2012. They were also granted restricted stock umtdugust 10, 2009 of 14,451, 26,561, 18,064 &n83B respectively. These restricted s
units vest one-third on July 15, 2010, one-thirdJaly 15, 2011 and one-third on July 15, 2012.

Employee Benefits

We offer core employee benefits coverage in ordgrovide our global workforce with a reasonablesleof financial support in the eve
of illness or injury and to enhance productivitydgab satisfaction through programs that focus ank#ife balance. The benefits available are
the same for all U.S. employees and include medicdldental coverage. In addition, we offer a 4pp{&n, which provides a reasonable level
of retirement income reflecting employees’ caredth the company. U.S. employees are eligible tdigipate in these plans.

Severance and Change in Control Agreements

Our employment agreements with Ms. Kouvelis anddvied_arsen and Mecom generally provide for sexardenefits in the event of
termination of employment for cause or “construetilismissal.” No payments are made if employmetdriminated due to death, disability or
cause. These employment agreements also provideff@in payments if a termination of employmentamnstructive dismissal” follows a
change in control of our company. At the time ofegimg into these agreements, we believed thesseagnts ensured the continuity of these
executives and allowed them to focus on servinig aschange of control situation without the distian of concern for their employment. See
“—Discussion Regarding Fiscal Year 2009, 2008 ab@72Summary Compensation Table and Fiscal Year &88ts of Plan-Based Awards
Table—Employment Agreements.”

Compensation Committee Report on Executive Compéinsa

Our compensation committee has reviewed and diedubg Compensation Discussion and Analysis red iyeltem 402(b) of
Regulation S-K with management and, based on sewbw and discussions, the compensation commigie@mmended to our board of
directors that the Compensation Discussion andysigbe included in this Annual Report on Form 10-K

The foregoing report is provided by the followinigedtors, who constitute the compensation committee

COMPENSATION COMMITTEE
Michael D. Winn

Brian E. Bayley

Alan C. Moon
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Compensation Committee Interlocks and Insider Paitiation

During the fiscal year ended December 31, 2009¢timepensation committee was comprised of Messren\WBayley and Moon. During
the fiscal year ended December 31, 2009, no mepoflmir compensation committee is or has been aceofér employee of us or any of our
subsidiaries or had any relationship requiringldisare pursuant to Item 404 of Regulation S-K. Noheur executive officers served as a
director or member of the compensation committe®tloer board committee performing similar funcan, in the absence of any such
committee, the entire board of directors) of anothdity, one of whose executive officers servecboncompensation committee or as one of
our directors.

Compensation of Executive Officers
Fiscal Year 2009, 2008 and 2007 Summary Compensaliable

The following Fiscal Year 2009, 2008 and 2007 Sumyn@ompensation Table contains information regayaiompensation for 2009,
2008 and 2007 that we paid to: (a) our chief exeeudfficer, Matthew W. McCann, (b) our chief finzal officer, Hilda Kouvelis, and (c) our
only other two executive officers as of DecemberZI09, Jeffrey S. Mecom and Scott C. Larsen.

All Other_
Stock Option Compensatior

Salary ($) Bonus ($ Awards Awards Total

Name and Principal Position Year 3) 3) ($)(4) ($)(4) ($)(3)(5) ($)
Matthew W. McCanrb 200¢ 200,00 32,69: 131,43: 0 4,80C 368,92

Chief Executive Office

Hilda Kouvelis 200¢ 160,00 21,11t 107,60t 0 4,000 292,72:
Vice President and Chief Financial Officer 200¢ 142,41¢  40,00( 0 76,58 10,08t 269,08t
2007 147,00 10,00( 0 31,99 0 188,99:
Scott C. Larsel@ 200¢ 250,000 45,19 159,62: 0 19,500 474,31
President 200¢ 250,00( 60,00( 0 0 10,35( 320,35(
2007 240,00( 120,00( 0 237,95: 0 597,95:
Jeffrey S. Mecom 200¢ 150,00¢ 20,00( 105,46: 0 7,50C 282,96:
Vice President and Corporate Secretary 200¢ 150,00(  15,00( 0 76,58 10,57 252,15!
2007 120,00¢ 15,00( 0 80,25 0 215,25:

(1) Mr. McCann was appointed our chief executive offieBfective January 1, 200

(2) Mr. Larsen served as our chief executive offictem May 17, 2005 to December 31, 2008. Mr. Larkas served as our president since
March 9, 2004

(3) As of November 1, 2008, Riata pays the salary, b@md benefits earned by each named executiveepfiiorsuant to that certain serv
agreement, as amended (the “Service Agreement&gtafe May 1, 2009, with Longfellow, Viking, MedCsupply, LLC and Riata. We
reimburse Riata for the actual cost of such saalienuses and benefits, all as more fully desdnilveler “Item 13. Certain Relationships
and Related Transactions, and Director Indepen—Certain Relationships and Related Transac—Service Agreemer”

(4) Amounts shown do not reflect compensation digtueceived by the named executive officers. Rattiee amounts represent the
aggregate grant date fair value computed in acooslaith ASC 718Compensation—Stock CompensafthSC 718”). The
assumptions used in the calculation of the aggeegjant date fair value of restricted stock unitd atock options are set forth under
“Note 1'—Stockholde’'s equity” to our consolidated financial statemei

(5) These amounts consist of comp-paid portions of insurance premiums, company couations to a 401(k) savings plan and comy-
paid international travel incentive
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Fiscal Year 2009 Grants of Plan-Based Awards Table
The table below lists each grant of a plan-baseat@to our named executive officers during 2009.

All Other
Stock Awards:
Compensatior Number of GraE;ierate
Shares of
Committee Stock or Value of Stock
Grant Approval Units
Name Date Date (#)(1) Awards ($)
Matthew W. McCant 6/16/0¢ 2/09/0¢ 125,00( $ 93,32t
8/10/0¢ 8/10/0¢ 14,45! $ 38,10¢
Hilda Kouvelis 6/16/0¢ 2/09/0¢ 50,00( $ 37,33(
8/10/0¢ 8/10/0¢ 26,56 $ 70,27t
Scott C. Larsel 6/16/0¢ 2/09/0¢ 150,00( $ 111,99(
8/10/0¢ 8/10/0¢ 18,06¢ $ 47,63
Jeffrey S. Mecon 6/16/0¢ 2/09/0¢ 50,00( $ 37,33
8/10/0¢ 8/10/0¢ 25,83¢ $ 68,13:

(1) These are restricted stock units awarded pursoanirt2009 Lon-Term Incentive Plar

Discussion Regarding Fiscal Year 2009, 2008 and 2@ummary Compensation Table and Fiscal Year 200@uis of Plan-Based
Awards Table

Employment Agreements

McCann.We entered into an oral arrangement with Mr. McCGafifective January 1, 2009. Pursuant to our aearent, Mr. McCann is
paid an annual base salary of $200,000, subjebetannual review and discretion of the board. &iife January 1, 2010, Mr. McCann’s
annual base salary was increased to $275,000. EICavn is eligible for an annual discretionary bomusich is determined annually by our
compensation committee. This arrangement also gesvihat Mr. McCann is eligible to participate Ihagher benefits made available to our
executives resident in the United States.

Kouvelis.We entered into an employment agreement with MaivMébs, our vice president and chief financial offi, effective May 1,
2008. The agreement expires upon her death, digabdsignation or other termination of employmertis agreement provides for an annual
base salary to Ms. Kouvelis, at the rate of $160 08 year, which may be reviewed and increas#ueadiscretion of the board. Effective
January 1, 2010, Ms. Kouvelis’ annual base salary imcreased to $185,000. The agreement also pothat Ms. Kouvelis is eligible to
receive a bonus as determined by and at the dimcret the board, and she is eligible to partiogpiatall other benefits made available to our
executives resident in the United States.

Pursuant to Ms. Kouvelis’ employment agreementsf Kouvelis is terminated (i) by us at any timeheiut “cause” or (ii) by
Ms. Kouvelis within sixty days of an event that sttutes “constructive dismissal”, then we will pslg. Kouvelis a lump sum amount equal to
one-half of her annual salary plus $7,500. In addjtif a “change in control” results in (i) theteination of employment of Ms. Kouvelis
without cause within thirty days prior to or withéix months after the change in control, or (i§aastructive dismissal within six months of the
change in control and Ms. Kouvelis elects to teateérher employment with us, we will pay Ms. Kouseilump sum amount equal to one-half
of her annual salary plus $7,500. See “—Potengaghfents Upon Termination or Change of Control—Emplent Agreements” for the
definitions of “cause,” “constructive dismissal’cafchange in control.”

Larsen.We entered into an employment agreement with Mrsém, our president and former chief executiveceffieffective July 1,
2005. The agreement expires upon his death, digalbésignation or other termination of employmertis agreement provides for an annual
base salary to Mr. Larsen, at the rate of $240@#¥G/ear, which may be reviewed and increasedeadiitretion of the board. Effective
January 1, 2008, Mr. Larsen’s annual base salasyimaeased to $250,000. Effective January 1, 2Btt0larsen’s annual base salary was
increased to $275,000. The agreement also prothaéedr. Larsen is eligible to receive a bonus e=nined by and at the discretion of the
board, and he is eligible to participate in all@tbenefits made available to our executives resitethe United States. In accordance with the
terms of the agreement, one of our subsidiaries pgyortion of Mr. Larsen’s annual salary to CreaN&nagement Inc., a consulting company
wholly-owned by Mr. Larsen.
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Pursuant to our employment agreements, if Mr. Liaiséerminated (i) by us at any time without “caser (ii) by Mr. Larsen within sixt
days of an event that constitutes “constructiveniisal”, then we will pay Mr. Larsen a lump sum ampequal to Mr. Larsen’s annual salary
plus $15,000. In addition, if a “change in contredsults in either (i) the termination of employrhefiMr. Larsen without cause within thirty
days prior to or within one year after the changedntrol, or (ii) a constructive dismissal wittone year of the change in control and
Mr. Larsen elects to terminate his employment wihwe will pay Mr. Larsen a lump sum amount eqadlis annual salary plus $15,000. See
“—Potential Payments Upon Termination or Chang€affitrol—Employment Agreements” for the definitiosfs‘cause,” “constructive
dismissal” and “change in control.”

MecomWe entered into an employment agreement with Mrcdrie our vice president and corporate secretafgctfe January 1, 20C
The agreement expires upon his death, disabibigignation or other termination of employment. Tdgseement provides for an annual base
salary to Mr. Mecom, at the rate of $150,000 pery@hich may be reviewed and increased at theetisa of the board. Effective January 1,
2010, Mr. Mecoms annual base salary was increased to $172,00agreement also provides that Mr. Mecom is eligibleeceive a bonus
determined by and at the discretion of the board,tee is eligible to participate in all other bétsefnade available to our executives resident in
the United States.

Pursuant to Mr. Mecom’s employment agreement, if Miecom is terminated (i) by us at any time withtaguse” or (ii) by Mr. Mecom
within sixty days of an event that constitutes “sioactive dismissal”, then we will pay Mr. Meconesimination amount equal to one-half of
his annual salary plus $7,500. In addition, if hdnge in control” results in either (i) the terntina of employment of Mr. Mecom without
cause within thirty days prior to or within six ntbe after the change in control, or (ii) a condiugcdismissal within six months of the change
in control and Mr. Mecom elects to terminate higpéyment with us, we will pay Mr. Mecom a lump samount equal to one-half of his
annual salary plus $7,500. See “—Potential Paymidpts Termination or Change of Control—Employmegréementsfor the definitions ¢
“cause,” “constructive dismissal” and “change imtol.”

Equity Incentive Plan Awards

Incentive PlanOn February 9, 2009 and August 10, 2009, the cosgiem committee approved awards of restricteckstiodts to our
named executive officers pursuant to the Incerfilam. The restricted stock units awarded on Felpr&a?009 were subject to approval of the
Incentive Plan by our shareholders at our annugispecial meeting held June 16, 2009 and so bear1}, 2009 as the grant date. These
restricted stock units vested one-third on Jant&n2010, and will vest one-third on January 13,128nd one-third on January 15, 2012,
subject to the continued employment of the nameatetive officer through each such restricted peridee restricted stock units granted
August 10, 2009 will vest one-third on July 15, @pa@ne-third on July 15, 2011 and one-third on Jly2012, subject to the continued
employment of the named executive officer througbhesuch restricted period. Upon a terminatioreofise within six months of a change in
control or a termination in service due to deatlisability, all unvested restricted stock unitsulbvest immediately. Upon a termination of
service for cause, all unvested restricted stodts would be forfeited. Upon a termination of seesfor any other reason, all unvested restr
stock units would be forfeited, except those retd stock units that would have vested within moath of the termination date.

Option Plan.The compensation committee approved awards of siptikns pursuant to the Option Plan in 2007 ar@B2The Option
Plan terminated at the close of our annual andiapmeeting of shareholders held on June 16, 20@®nespect to all unallocated shares
thereunder. All options previously granted under @ption Plan remained in full force and effect.

On January 10, 2007, the compensation committerap@ stock option awards for Ms. Kouvelis and Meskarsen and Mecom. On
December 4, 2007, the compensation committee apgragditional stock option awards to Messrs. LassehMecom. For 2008, the
compensation committee approved stock option awtargessrs. McCann and Mecom and to Ms. Kouveligume 11, 2008. The awards
granted to Ms. Kouvelis and Mr. Mecom on January20D7 vested one-half on the date of grant anehaifeupon the first anniversary on the
date of grant. All other option awards granted®2 and 2008 vested one-third on the date of gnaditvest one-third upon the anniversary of
the date of grant and one-third upon the seconi/arsary of the date of grant. Upon the death ofmed executive officer, or if the named
executive officer ceases to be an employee, ofticelirector within six months following a changiecontrol of us, all stock options held by
such named executive officer would vest immediately
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Fiscal Year 2009 Outstanding Equity Awards At Fidcéear-End Table

The following table lists all of the outstandingait options and stock awards held on December@19 By each of our named executive
officers. The table also includes the value ofdtoek awards based on the closing price of our comshares on the NYSE Amex on
December 31, 2009, which was $3.42 per share.

Stock Awards

Option Awards

Market
Number of Number of Number of Value of
Securities Securities Shares or  Shares or
Underlying Underlying Units of Units of
Unexercisec  Unexercised  QOption Stock That ~ Stock That
Options Options Exercise Option Have Not  Have Not
Grant #) #) Price  Expiration Vested Vested
Name Date Exercisable  Unexercisable (%) Date (#) ($)
Matthew W. McCant 6/11/0¢2 33,33: 16,667 1.2z 6/11/1:
6/16/0¢4 125,000 427,50(
8/10/0%5) 14,45: 49,42
Hilda Kouvelis 10/11/0% 25,00( 0 0.9C 10/11/1(
4/5/0€® 50,00( 0 1.1C 4/5/11
1/10/07® 75,00( 0 1.0C 1/10/1z
6/11/0&2 50,00( 25,00( 1.2: 6/11/1:
6/16/0¢4) 50,000 171,00¢(
8/10/0%5) 26,56° 90,83¢
Scott C. Larse! 10/11/0% 100,00( 0 0.9C 10/11/1(
4/5/0€®) 70,00( 0 1.1C 4/5/11
1/10/07@ 400,00( 0 1.0C 1/10/1z
12/4/07@ 250,00( 0 0.31 12/4/1:
6/16/0¢4) 150,00C 513,00(
8/10/0%®) 18,06¢ 61,77¢
Jeffrey S. Mecon 4/17/0¢) 25,00( 0 1.1z 4/17/12
1/10/07® 125,00( 0 1.0C 1/10/1z
12/4/07@ 100,00( 0 0.31 12/4/1:
6/11/0&2) 50,00( 25,00( 1.2¢ 6/11/1:
6/16/0¢4) 50,000 171,00¢(
8/10/0%®) 25,83¢ 88,36¢

(1) Vested on the date of gra

(2) Vested one-third on the date of grant, andsvese-third upon the first anniversary of the dadtgrant and one-third upon the second

anniversary of the date of gra

(3) Vested on-half on the date of grant and vests-half upon the first anniversary of the date of gr
(4) Vested on-third on January 15, 2010, and vests-third on January 15, 2011 and -third on January 15, 201
(5) Vests on-third on July 15, 2010, o-third on July 15, 2011 and c-third on July 15, 201z
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Fiscal Year 2009 Option Exercises and Stock Vestatble
The following table summarizes stock option exergiand vesting of stock awards for each named &xeafficer during 2009.

Option Awards Stock Awards
Number of Shares Value Realizec Number of Shares Value Realizec
Acquired on Exercise on Exercise Acquired on Vesting on Vesting

Name (#) $)) (#) %)
Matthew W. McCant 0 0 0 0
Hilda Kouvelis 0 0 0 0
Scott C. Larsel 75,00( 159,00( 0 0
Jeffrey S. Mecon 0 0 0 0

(1) Amounts shown reflect the difference between tosiol price of our common shares on the date afteseeand the exercise price of
stock options, multiplied by the number of shatess in the column entitle“Number of Shares Acquired on Exerc”

Potential Payments Upon Termination or Change of @l

Employment Agreement®ursuant to our employment agreements, if Mekarsen or Mecom or Ms. Kouvelis is terminatecbf)us at
any time without “cause” or (ii) by such named axted officer within sixty days of an event that sttutes “constructive dismissal”, then we
will pay such named executed officer a lump sumamghe “termination amount”). The termination ambfor Mr. Larsen is equal to
Mr. Larsen’s annual salary plus $15,000. The teatidm amount for Mr. Mecom and Ms. Kouvelis is elgoaone-half of their respective
annual salary plus $7,500.

Pursuant to our employment agreements, if a “ch&mgentrol” results in either (i) the terminatiofhemployment of Mr. Larsen without
cause within thirty days prior to or within one yadter the change in control, or Mr. Mecom or Msuvelis without cause within thirty days
prior to or within six months after the change amtrol, or (ii) a constructive dismissal of Mr. Is@n within one year, or of Mr. Mecom or
Ms. Kouvelis within six months, of the change imtol and such named executive officer elects timitgate his or her employment, we will
pay Messrs. Larsen or Mecom or Ms. Kouvelis a liwum amount equal to their respective terminatioouants.

Under the employment agreements, Messrs. LarseMaodm and Ms. Kouvelis agreed to certain confiiddity and non-solicitation
obligations during their employment and for a pérad six months after their date of terminationd &m order to receive the termination amc
set forth in the agreements, they must first sigal@ase in the form set forth in their respectigeeements.

For purposes of the employment agreements with idekarsen and Mecom and Ms. Kouvelis, terminattricause”is deemed to exi
if: (i) we determine in good faith and following@asonable investigation that such named execatfier has committed fraud, theft or
embezzlement from us; (ii) such named executivieafipleads guilty onolo contenderéo or is convicted of any felony or other crime
involving moral turpitude, fraud, theft or embeznlent; (iii) such named executive officer substdlytifails to perform his or her duties
according to the terms of his or her employmertigothan any such failure resulting from his or dieability) after we have given such named
executive officer written notice setting forth thature of the failure to perform the duties andasonable opportunity to correct it; (iv) a bre
of any of the non-solicitation or confidentialityquisions of the employment agreement (provided weact in good faith in determining that
such a breach constitutes “causef’a material breach of any other provision of¢hgloyment agreement; or (v) such named execuffieep
has engaged in on-the-job conduct that materidtliates our code of conduct or other policies, etgianined in our sole discretion. Such
named executive officer’s resignation in advancarofnticipated termination for “cause” also cdngts a termination for “cause.”
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A “constructive dismissal” is defined in the emphognt agreement as the occurrence of a materiahdtion in title and/or duties,
responsibilities or authority or the implementatafra requirement that such named executive offielrcate from his or her present city of
residence, not including: (i) a change consistdtit wur splitting a position into one or more p@sits in conjunction with a corporate
reorganization based on the demands of such positidong as there is no reduction in such namedwive officer’'s annual salary or other
remuneration or responsibilities taken as a whilea change in such named executive officer’sitims, duties or title with any of our
subsidiaries, affiliates or associates; (iii) thewrence of any of the aforesaid events with tresent of such named executive officer or
termination of the employment of such named exegeutfficer for just cause, death or disability (i) in the case of Mr. Larsen, having the
positions of chief executive officer and presideeld by two different individuals so long as Mr.rkan occupies one or the other position.

A “change of control” is defined in the employmeagreements as the occurrence of any of: (i) thel@se or acquisition of our common
shares and/or securities convertible into our comst@res or carrying the right to acquire our comistzares (“Convertible Securities”) as a
result of which a person, group of persons or pesating jointly or in concert, or any affiliatesassociates of any such person, group of
persons or any of such persons acting jointly aroncert (collectively, the “Holders”) beneficialbyvn or exercise control or direction over our
common shares and/or Convertible Securities suath @élssuming the conversion of the Convertible 8gesi beneficially owned by the Hold:
thereof, the Holders would have the right to casterthan 50% of the votes attached to all of omnroon shares; provided that, the acquisition
of our common shares or Convertible Securitiesyamsto the issuance of securities by us whichltegua Holder beneficially owning or
exercising control or direction over 50% of theestttached to all of our common shares (assunoingetsion of the Convertible Securities
beneficially owned by Holders thereof) which is epged by our board of directors prior to the isaeaof securities shall not constitute a
“change of control;br (ii) approval by our shareholders of: (A) an #&maaation, arrangement, merger or other consotidatr combination ¢
us with another entity as a result of which ourshalders immediately prior to the transaction wik, immediately after the transaction, own
securities of the successor or continuing entitictvlvould entitle them to cast more than 50% ofuwbtes attaching to all of the voting
securities of the successor or continuing entBy,g liquidation, dissolution or winding-up of (§) the sale, lease or other disposition of all or
substantially all of our assets, (D) the electiba aneeting of our shareholders of a number ofctbrs, who were not included in the slate for
election as directors approved by the prior bodirectors, and would represent a majority ofeard of directors, or (E) the appointment of
a number of directors which would represent a nitgjoff the board of directors and which were nontgagby any holder of our voting shares
or by any group of holders of our voting sharesnggbintly or in concert and not approved by thimpboard of directors.

See “—Discussion Regarding Fiscal Year 2009, 20@B2007 Summary Compensation Table and Fiscal 2@@9 Grants of PlaBasec
Awards Table—Employment Agreements” for additiodigicussion of the material terms of the employnagmeements.

Option Plan.Pursuant to our Option Plan, upon the death ofnaedlexecutive officer or if the named executiveceiff ceases to be an
employee, officer or director within six monthsléling a change of control of us, all unvested ktogtions held by such named executive
officer would vest immediately. A change of contwoider the Option Plan includes, without limitatitine acquisition by any person (other t
current largest registered shareholder) or grouglafed persons of more than 35% of our outstandimmon shares.

Incentive PlanPursuant to our Incentive Plan, upon the occurren¢® a termination of service for any reasonhiitsix months of a
change in control, or (ii) a termination of serviige to death or total and permanent disabilityymested restricted stock units would vest
immediately. A change in control under the IncemfRlan occurs upon a change in ownership of useféective control or the ownership of a
substantial portion of our assets, as follows:

(&) achange in ownership occurs on the date that arsop, other than (i) us or any of our subsidialigsa trustee or other fiducial
holding securities under an employee benefit pfams@r any of our affiliates, (iii) an underwritesmporarily holding stock
pursuant to an offering of such stock, or (iv) goavation owned, directly or indirectly, by our sbholders in substantially the sa
proportions as their ownership of our shares, aequiwnership of our shares that, together witheshlaeld by such person,
constitutes more than 50% of the total fair maxkatie or total voting power of our shares. Howeifaany person is considered to
own already more than 50% of the total fair masktie or total voting power of our shares, the &itjon of additional shares by
the same person is not considered to be a chargmobl. In addition, if any person has effectoantrol of us through ownership
of 30% or more of the total voting power of our s as discussed in paragraph (b), the acquisifiadditional control of us by
the same person is not considered to cause a cirangetrol pursuant to this paragraph (a)

(b) achange in the effective control of us occursitmee (x) the date that any person acquires (ordegsiired during the -month
period ending on the date of the most recent aitiquisy such person) ownership of our shares Esisg 30% or more of the total
voting power of ou
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shares. However, if any person owns 30% or motheofotal voting power of our shares, the acquisibf additional control of u

by the same person is not considered to causergetia control pursuant to this subparagraph (bi(x]y) the date during any
twelve (12) month period when a majority of membafrthe board is replaced by directors whose agpwEnt or election is not
endorsed by a majority of the board before the ditke appointment or election; provided, howeteat any such director shall
not be considered to be endorsed by the board ibhiher initial assumption of office occurs agsutt of an actual or threatened
solicitation of proxies or consents by or on beloflf person other than the board; or (z) the teteMr. Mitchell ceases to serve as
chairman of the board as a direct or indirect tesiuhis sale of our common shares

a change in the ownership of a substantial podfasur assets occurs on the date that a persorrasqar has acquired during t
twelve (12) month period ending on the date ofrtfwest recent acquisition by such person) our asetshave a total gross fair
market value equal to at least 40% of the totasgffair market value of all of our assets immedijabefore such acquisition or
acquisitions. However, there is no change in comiteen there is such a transfer to (i) our shamdo{immediately before the asset
transfer) in exchange for or with respect to owrek; (ii) an entity, at least 50% of the totalueabr voting power of the stock of
which is owned, directly or indirectly, by us; )i person that owns directly or indirectly, atsliea0% of the total value or voting
power of our outstanding shares; or (iv) an enttyeast 50% of the total value or voting powethaf stock of which is owned by a
person that owns, directly or indirectly, at 1e88% of the total value or voting power of our oatsting share:

Set forth below are the amounts that our namedwixecofficers would have received if specified Bigehad occurred on December 31,
2009. In calculating the amounts in the table, asell the stock distribution values on a price od&per share, which was the closing price of
our common shares on December 31, 2009.

Termination

Following a Change ir vifﬁ?fu'? E?:t‘l—funse Disability
Control Death
Name Payment ($) ($) $) $)
Matthew W. McCanr Cash Severanc — — — —
Stock Optiong 36,50: — 36,50: —
Restricted Stock Unit@ 476,92: — 476,92: 476,92:
Hilda Kouvelis Cash Severanc 87,50( 87,50( — —
Stock Optiongb 54,75( — 54,75( —
Restricted Stock Unit@ 261,83¢ — 261,83¢ 261,83¢
Scott C. Larse! Cash Severanc 265,00( 265,00( — —
Stock Optiong — — — —
Restricted Stock Unit@ 574,77¢ — 574,77¢ 574,77
Jeffrey S. Mecon Cash Severanc 82,50( 82,50( — —
Stock Optiongb 54,75( — 54,75( —
Restricted Stock Unit@ 259,36¢ — 259,36t  259,36¢
(1) Represents the acceleration of vesting of uedestock options as of December 31, 2009. Theavsthown is equal to the number of

(@)

shares underlying unvested stock options multighgdhe difference between the share price as oéber 31, 2009 and the exercise
price of the options

Represents the acceleration of vesting of uedestricted stock units as of December 31, 2088.value shown is equal to the number

of restricted stock units multiplied by the sharie@as of December 31, 20(
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Fiscal Year 2009 Director Compensation Table

The following table provides information regardidigector compensation during 2009. Messrs. LarsehMcCann do not receive any
compensation for their services as directors becauscompensate them as employees. Compensatibfe&srs. Larsen and McCann is
described in “— Fiscal Year 2009, 2008 and 2007 i&any Compensation Table” and the accompanying text.

All Other

Fees Earned o Stock Awards Option Awards Compensatior

Paid in Cash Total
Name (€3] (©]]A]E) @ (6] ®)
N. Malone Mitchell 25,00( 28,22: 0 5,305,005 5,358,22.
Brian E. Bayley 25,00( 28,22 0 0 53,22
Alan C. Moon 25,00( 28,22: 0 0 53,22
Mel. G. Riggs 25,00( 0 0 0 25,00(
Michael D. Winn 25,00( 28,22 0 0 53,22

(1) Amounts shown do not reflect compensation actualtgived by the directors. Rather, the amountessmt the aggregate grant date
value computed in accordance with ASC 718. Theraptions used in the calculation of the aggregagatylate fair value of restricted
stock units are set forth unc*Note 1'—Stockholde’s equity’ to our consolidated financial statemel

(2) The stock awards vested in full on January 15, 2

(3) The chart below reflects the aggregate number tstanding stock awards held by each-employee director as of December 31, 2(

Number of Common Share

Director Subject to Stock Awards

Mitchell 37,80z
Bayley 37,80:
Moon 37,80:
Riggs 0
Winn 37,80:

(4) The directors did not receive any stock opaarards during 2009. The chart below reflects thgregate number of outstanding options
held by each nc-employee director as of December 31, 2(

Number of Common Share

Director Subject to Option Awards
Mitchell 33,33¢
Bayley 110,00(
Moon 110,00(
Riggs 0
Winn 285,00(

(5) This amount includes $5.3 million reimbursed totRipursuant to the Service Agreement, which indyzieyments to Riata for salar
and benefits for employees of Riata who providetimécal and administrative services to us undelSiice Agreement, other than our
named executive officers, and an allocation of &&apverhead to us. Such amounts do not refleaahpayments made to Mr. Mitchell
for his services as a director. See “ltem 13. QeReelationships and Related Transactions, andcRirdndependence—Certain
Relationships and Related Transact—Service Agreeme” for a description of the material terms of the SsnAgreement
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Elements of Director Compensation

Effective January 1, 2009, all non-employee direstimcluding the chairman, receive an annual fek50,000, one-half of which is paid
in cash and one-half of which is paid in the forfmestricted stock units issued under the Incerfilan. Effective July 21, 2009, the chairman
of our audit committee receives an additional ahfeeof $25,000 in cash. Non-employee directorsidibreceive extra compensation for
serving on the audit, compensation or corporategwmnce committees of our board or for servinghasrman of the compensation committee
or corporate governance committee. Non-employesettirs are reimbursed for travel and other expetisestly associated with company
business.

Prior to 2009, directors were granted stock optigmsn their election to the board of directors, an8007 Messrs. Winn, Bayley and
Moon received grants of 185,000, 85,000 and 85300€k options, respectively. Messrs. Mitchell and®dnn received awards of stock opti
in connection with their appointments as directoR009. Beginning in 2009, directors are awardstricted stock units and no longer receive
annual stock option awards as part of their comgiEms

ltem 12.  Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matters
Equity Compensation Plan Information

The following table sets forth the number of comnsbares to be issued upon exercise of outstangitions issued pursuant to the Ple
the weighted average exercise price of such ouwstgroptions and the number of common shares réntpavailable for future issuance un
the Plans, at December 31, 2009.

Number of Securities
Remaining Available for
Number of Securities to bi Weighted-Average Exercist Future Issuance Under Equity

Issued Upon Exercise of  Price of Outstanding Compensation Plans
Outstanding Options, Options, Warrants and (Excluding Securities
Plan Category Warrants, and Rights Rights(1) Reflected in Column (a))
Equity compensation plans approved b
security holders 5,686,28! $0.8¢ 24,640,250
Equity compensation plans not approved b
security holders 0 — 0
Total 5,686,28! $0.8¢ 24,640,25

Note:

(1) The weighted average exercise price does not ta&eaccount the shares issuable upon vesting sfamding awards of restricted stc
units, which have no exercise pri

(2) Pursuant to the Incentive Plan, the maximum agdgeegamber of common shares reserved for issuarger tnoth Plans may not exce
10% of our common shares outstanding from timéne.tAs of December 31, 2009, there were 303,2@b¢dBnmon shares outstanding.
The number of common shares issuable pursuanetBlns automatically increases as the numbesoédsand outstanding common
shares increases. As of March 15, 2010, there 8@3¢65,456 common shares outstanding, 3,023,384nom shares (approximately
1.0% of the outstanding common shares) to be isgped exercise of outstanding options under théd@lan and 3,089,489 common
shares (approximately 1.0% of the outstanding comsiares) underlying restricted stock units awapleduant to the Incentive Plan.
As of March 15, 2010, there were 24,243,722 comsf@res remaining available for future issuance®wuti: Incentive Plat
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Security Ownership of Certain Beneficial Owners atanagement

Our only outstanding class of equity securitiesis common shares, par value $0.01 per share.dllosving table sets forth information
known to us about the beneficial ownership of @mmmon shares on March 15, 2010 by (i) each persentity known to us to own
beneficially more than five percent (5%) of our coon shares, (i) each director; (iii) each nameekcetive officer; and (iv) all of our present
executive officers and directors as a group.

Unless otherwise indicated in the footnotes, earbgn or entity listed in the following table hagesvoting power and investment power
over the common shares listed as beneficially owmethat person or entity. Percentages of benéfigimership are based on 303,565,456
common shares outstanding on March 15, 2010. Unlieswise indicated in the footnotes, the addf@ssach listed person is c/o
TransAtlantic Petroleum Ltd., 5910 N. Central Exgzway, Suite 1755, Dallas, Texas 75206.

Notes:

Name of Beneficial Owner
N. Malone Mitchell, &d
Hilda Kouvelis

Scott C. Larse!
Matthew W. McCanr
Jeffrey S. Mecon
Gary T. Mize

Brian E. Bayley
Alan C. Moon

Mel G. Riggs
Michael D. Winn

All executive officers and directors as a group g&dsons

Dalea Partners, L
4801 Gaillardia Parkwa
Suite 35C
Oklahoma City, OK 7314

Longfellow Energy, LF
4801 Gaillardia Parkwa
Suite 35C
Oklahoma City, OK 7314

FMR LLC
82 Devonshire Stre:
Boston, MA 0210¢

MSD Energy Investments, L.
645 Fifth Avenue, 2stFloor
New York, NY 10022

* Less than 1% of the outstanding common shi

(1) Beneficial ownership as reported in the above thbkbeen determined in accordance with Rul-3 under the Exchange Act and is
necessarily indicative of beneficial ownership dory other purpose, including under Canadian séesifiaws. The number of common
shares shown as beneficially owned includes comshanes which for Canadian securities law purposssmot be beneficially owned
but over which a person would be deemed to execdstrol or direction. The number of common shateswvn as beneficially owned
includes common shares subject to options, commaregpurchase warrants, and restricted stock (fRBUs”") that are currently
exercisable or vested (in the case of RSUs) ontilebecome exercisable or vested within 60 dalyslarch 15, 2010. Restricted stock
units that are vested within 60 days and commorestgubject to options or common share purchasemtarexercisable within 60 days
after March 15, 2010 are deemed outstanding forpeimg the percentage of the person or entity ngldiuch securities but are not

outstanding for computing the percentage of angroplerson or entity
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Shares Beneficially Ownec(1)

Number

152,722,86@

236,66(3
1,259,5014)
1,424,995

366,66(©

0
307,80/
366,411®

60,00(
687,809

157,432,7210)
101,935,03@n

49,583,33(12

19,673,85(13)

15,900,004

Percent

48.71%

L I T T R

49.9%
33.€%

15.€%

6.5%

5.2%
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(@)

(3)
(4)
(5)
(6)
(7)
(8)
(9)

(10)
(11)

(12)

(13)

Based on Amendment No. 6 to Schedule 13D filed eadinber 3, 2009. According to the Amendment No. 8ahedule 13D, Dale
shares voting and dispositive power over 101,93b@8nmon shares, Dalea Management, LLC (“Dalea gamant”)shares voting an
dispositive power over 101,935,039 common sharegaR ransAtlantic shares voting and dispositives@oover 1,150,028 common
shares, Longfellow shares voting and dispositivegroover 49,583,333 common shares, Duet 8, LLCeshenting and dispositive pow
over 49,583,333 common shares and Mr. Mitchelldwdes voting and dispositive power over 16,666 commioares and shared voting
and dispositive power over 152,668,400 common sh&ralea Management, LLC is the general partn&abdéa. Mr. Mitchell is a
partner of Dalea and a manager of Dalea ManagerRé@ta TransAtlantic is managed by Mr. Mitchelldavir. Mitchell is a manager of
Duet 8, LLC. Also includes 10,000,000 common shmnehase warrants that are held by Longfellow. Mitchell, his wife and children
indirectly own 100% of Longfellow and may be deen@tbeneficially own these shares. Mr. Mitchelbig chairman. Also includes
16,667 common shares subject to options and 3¢8&@2non shares subject to RS!

Includes 200,000 common shares subject to optindsl&,666 common shares subject to R¢

Includes 820,000 common shares subject to optind$8,000 common shares subject to R¢

Includes 33,000 common shares subject to optiod=lar666 common shares subject to R<

Includes 300,000 common shares subject to optindsl&,666 common shares subject to R¢

Includes 110,000 common shares subject to optind8&,802 common shares subject to R¢

Includes 110,000 common shares subject to optind8&,802 common shares subject to R¢

Includes 285,000 common shares subject to optind<s8@,802 common shares subject to RSUs. Alsodeslii80,000 common sha
held by MDW & Associates LLC. As the manager of MDBAAssociates LLC, Mr. Winn may be deemed to besiefiy own these
shares

Reflects the information in footnotes (1) throu@h ébove

Based on Amendment No. 6 to Schedule 13D filed ecenber 3, 2009. Based on the Amendment No. 6hedsite 13D, Dalea shar
voting and dispositive power over 101,935,039 comsioares. Mr. Mitchell is a partner of Dalea amdamager of Dalea Management,
the general partner of Dalea. Mr. Mitchell is obaman.

Based on Amendment No. 6 to Schedule 13D ftiledecember 3, 2009. Based on the Amendment fpS6hedule 13D, Longfellow
shares voting and dispositive power over 49,583¢@88mon shares. Includes 10,000,000 common shactbase warrants. Mr. Mitche
his wife and children indirectly own 100% of Lonfiéev. Mr. Mitchell is our chairmar

Based on a Schedule 13G filed on Februar@80. FMR LLC, acting through its subsidiariesthie beneficial owner of 19,673,851
common shares. Fidelity Management & Research Coyn@&idelity”), a wholly-owned subsidiary of FMRLC and an investment
adviser registered under Section 203 of the InvestrAdvisers Act of 1940, is the beneficial own&d0,385,151 of our common shares
as a result of acting as investment adviser towuarinvestment companies registered under Sectigrite Investment Company Act of
1940. Edward C. Johnson 3d and FMR LLC, throughadtsrol of Fidelity, and the funds each has solegr to dispose of the 10,385,
shares owned by the funds. Members of the familgdvard C. Johnson 3d, Chairman of FMR LLC, arepiteglominant owners,
directly or through trusts, of Series B voting coomshares of FMR LLC, representing 49% of the \gppower of FMR LLC. The
Johnson family group and all other Series B shddehs have entered into a shareholders’ votingeagesmt under which all Series B
voting common shares will be voted in accordandé thie majority vote of Series B voting common sisaAccordingly, through their
ownership of voting common shares and the executidhe shareholders’ voting agreement, membetseofohnson family may be
deemed, under the Investment Company Act of 1@4fiyrtm a controlling group with respect to FMR LLReither FMR LLC nor
Edward C. Johnson 3d, Chairman of FMR LLC, hasstile power to vote or direct the voting of sharesed directly by the Fidelity
funds, which power resides with the funds’ Boarfi$ruistees. Fidelity carries out the voting of gteres under written guidelines
established by the funds’ Boards of Trustees. Pig&@tobal Advisors, LLC (“PGALLC”), an indirect wiiy-owned subsidiary of FMR
LLC and an investment adviser registered underi&@e203 of the Investment Advisers Act of 1940this beneficial owner of 8,822,000
of our common shares as a result of it servingnasstment adviser to institutional accounts, no8-Wautual funds or investment
companies registered under Section 8 of
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(14)

Investment Company Act of 1940 owning such shdtdsiard C. Johnson 3d and FMR LLC, through its cardf PGALLC, each ha
sole dispositive power over 8,822,000 shares aledpsmwer to vote or to direct the voting of 8,82 &Ghares owned by the institutional
accounts or funds advised by PGALLC as reported@b®yramis Global Advisors Trust Company (“PGATG) indirect wholly-
owned subsidiary of FMR LLC and a bank as defime8éction 3(a)(6) of the Exchange Act, is the bier@fowner of 448,600 of our
common shares as a result of it serving as investagyviser to institutional accounts owning sucarsh. Edward C. Johnson 3d and
FMR LLC, through its control of PGATC, each hasesdispositive power over 448,600 shares and salepto vote or to direct the
voting of 280,200 shares owned by the institutia@ounts managed by PGATC as reported above. iRlitdd (“FIL”) and various
foreign-based subsidiaries provide investment adyiand management services to a number of nonik8stment companies and
certain institutional investors. FIL, which is aatjfied institution under section 240.13d-1(b)())@f the Exchange Act, is the beneficial
owner of 18,100 shares. Partnerships controlledgménantly by members of the family of Edward Chdson 3d, Chairman of FMR
LLC and FIL, or trusts for their benefit, own sheuad FIL voting stock with the right to cast appiroately 47% of the total votes which
may be cast by all holders of FIL voting stock. FMRC and FIL are separate and independent corpergites and their boards of
directors are generally composed of different ifdlials. FMR LLC and FIL are of the view that the aot acting as a “group” for
purposes of Section 13(d) under the Exchange

Based on a Schedule 13G/A filed on February 8, 2RIED Capital, L.P. is the general partner of MSieE)y Investments, L.P. al

may be deemed to have or share voting and dispegitiwer over, and/or beneficially own, the comrsbares held by MSD Energy
Investments, L.P. MSD Capital Management LLC isgkaeral partner of MSD Capital, L.P. and may bentled to have or share voting
and/or dispositive power over, and beneficially pthe common shares held by MSD Capital, L.P. Métis Dell is the controlling
member of, and may be deemed to beneficially owanrities owned by MSD Capital Management LI
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ltem 13.  Certain Relationships and Related Transactions, an®irector Independence.
Certain Relationships and Related Transactions
Service Agreement

Effective May 1, 2008, we entered into the Serigeeement with Longfellow, Viking, Longe, MedOil Bply, LLC and Riata
(collectively, the “Service Entities”), under whigle and the Service Entities agreed to providertiesth and administrative services to each
other from time to time on an as-needed basis. Utieterms of the Service Agreement, the Servit#iEs agreed to provide us upon our
request certain computer services, payroll andfiisrservices, insurance administration servicaseamtertainment services, and we and the
Service Entities agreed to provide to each othgatemanagement consulting services, oil and gasces and general accounting services
(collectively, the “Services”)Under the terms of the Service Agreement, we pagr@paid, for the actual cost of the Servicesleead plus th
actual cost of reasonable expenses on a monthiy. Wde or the Service Entities may terminate the/ie Agreement at any time by providi
advance notice of termination to the other party.

Pursuant to the Service Agreement, the salary, ®and benefits earned by each of our named exeacuficers are paid by Riata and
reimburse Riata for the actual cost thereof. IN2@@ reimbursed Riata $543,000 for the salaryub@nd benefits provided to the named
executive officers. In addition, Barbara Pope esigt-law of Mr. Mitchell, and Terry Pope, brothiedaw of Mr. Mitchell, are employees of
Riata and provide services to us under the SeAggeement. In 2009, we reimbursed Riata $56,597836d352 for services provided by
Ms. Pope and Mr. Pope, respectively, pursuantedsSirvice Agreement.

We recorded expenditures for the year ended Dece®ihe@009 of $15.8 million for goods and Servipeavided by the Service Entities
pursuant to the Service Agreement or other arraegénincluding salary, bonus and benefits reimgmaents identified in the prior paragraph,
of which $1.1 million was payable at December 3I)@and settled in cash during the first quarte2Gif0. There were no amounts due to us
from the Service Entities at December 31, 2009.

The following table provides a breakdown of reimdmments of actual costs and expenses made bythes Service Entities under the
Service Agreement:

For the Year Endec

Service Agreement Category December 31, 200
(in thousands)

Salaries and benefits for named executive offi $ 54z
Salaries and benefits for r-named executive office 5,20¢
Inventory relating to drilling operatior 3,10(
Shipping 20C
Travel, hotels and meals, excluding the use ofa-owned aircraf 53¢
Computer equipment and softws 187
Third party legal and professional fe 104
Equipment relating to drilling operatio 4,69:
Office and field expenses and supp 23C
Allocated overhea 99
Other 243
Leases 51€

Total $ 15,66(

Aircraft Reimbursements

In addition, we and Riata have an arrangement vilyesar executive officers, employees, or consu#taot other persons providing
Services to us under the Service Agreement, araified to use aircraft owned by Riata for compaehated business travel. For the use of this
aircraft, we reimburse Riata an amount per passergel to the cost of a business class ticket canamercial airline for comparable travel.
Riata bears 100% of the cost of fuel, landing fe®d all other expenses incurred in connection suith flights in excess of the amount
reimbursed by us. In each case, the actual cabedfight exceeded the amount of the reimburserbgnts. For 2009, we reimbursed Riata
$164,000 for the use of this aircraft.
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Because this reimbursement is only for companytedlausiness travel of persons providing Servigasstand is integrally and directly related
to the performance of such persons’ duties, oumnlsarsement is not compensation nor a perquisiéayoof our directors or executive officers.

Transactions with Mr. Mitchell

Since the beginning of 2009, we have entered iat®us transactions with our chairman, Mr. Mitchatd various companies formed
and owned or controlled by Mr. Mitchell that arénperrily focused on investing in international eneopportunities.

On November 28, 2008, we entered into a crediteagent with Dalea for the purpose of funding thecaih takeover offer by
TransAtlantic Australia Pty. Ltd., our wholly-ownedbsidiary, for all of the outstanding sharesnafé¢mental. Pursuant to the credit
agreement, as amended, until June 30, 2009, wd cegliest advances from Dalea of (i) up to $62l0amifor the sole purpose of purchasing
Incremental common shares in connection with tierpplus related transaction costs and expenses(ix up to $14.0 million for general
corporate purposes. The total outstanding balahtteemdvances made under the credit agreementextarterest at a rate of ten percent
(10%) per annum, calculated daily and compoundediterly. The loan was repaid in full on June 23)20at which time the credit agreement
was terminated. We borrowed an aggregate of $64liémunder the loan and paid a total of $2.0 rillin interest in 2009.

Effective January 1, 2009, our wholly-owned sulesigi TransAtlantic Turkey, Ltd., entered into adeagreement under which it leases
rooms, flats and office space at a resort hotelemllyy Gundem Turizm Yatirim ve Isletme A.S. (“Gundg a Turkish company controlled by
Mr. Mitchell. Under the lease agreement, TransAitahurkey, Ltd. paid the Turkish Lira equivalerft$,000 per month base rent and up to
45,000 Turkish Lira per month (approximately $3@,@&r month) in operating expense reimbursemerg.l@se agreement expired
December 31, 2009. Effective January 1, 2010, T#astic Turkey, Ltd. and Gundem entered into acomemodation agreement under which
it leases ten rooms at the hotel. Under the accatatian agreement, TransAtlantic Turkey pays theiBlrLira equivalent of $10,000 per
month. The amounts formerly paid under the leaseesgent and paid under the accommodation agreareicluded in amounts paid under
the Service Agreement.

On March 20, 2009, our whollgwned subsidiary, TransAtlantic Australia, purctth$b,025,528 shares of Incremental from Mr. Mitt
at a price of AUD $1.085 per share, the same péceshare and pursuant to the same terms as tressi@uired from Incremental’s other
shareholders, none of whom had any relationship ust Mr. Mitchell had purchased the Incrementalss between October 27, 2008 and
December 23, 2008 at an average price of AUD $pe9%hare. The total consideration paid by Traresait Australia for Mr. Mitchell’'s
Incremental shares was $11.2 million.

On June 22, 2009, Dalea purchased 41,818,000 corshayes at a price of Cdn$1.65 per share in atprplacement of our common
shares in the U.S. In addition, on June 22, 20@9emtered into a registration rights agreement @ahaccord Capital Corporation and Dalea,
pursuant to which we agreed to register for regatier the Securities Act the 41,818,000 commoneshaurchased by Dalea and 56,559,300
common shares held by certain other investors. Uthderegistration rights agreement, we filed astegtion statement with the SEC on
July 20, 2009 to register 55,544,300 common share®sale, which did not include the common shaedd by Dalea. The registration
statement was declared effective on September(@®.2

On July 27, 2009, our wholly-owned subsidiary, Viilnternational, purchased the I-13 drilling ritgdeassociated equipment from
Viking. Viking International paid $1.5 million inash for the drilling rig and entered into a notggide to Viking in the amount of $5.9 millic
The note was due and payable on August 1, 2018, ibterest at a fixed rate of 10% per annum andseaared by the drilling rig and
associated equipment. We paid interest under tteeoroNovember 1, 2009 and February 1, 2010. Onuaeyp 19, 2010, we amended and
restated the terms of the note with Viking in castion with the purchase of the I-14 drilling rigchassociated equipment from Viking. On
February 19, 2010, Viking International purchadeslt14 drilling rig and associated equipment fidiking. Viking International paid $1.5
million in cash for the drilling rig and enteredoran amended and restated note payable to Vikitigel amount of $11.8 million, which is
comprised of $5.9 million payable related to thHetldrilling rig and $5.9 million payable relatedtte purchase of the 1-13 drilling rig in July
2009. Under the terms of the amended and restated interest is payable monthly at a floating @teIBOR plus 6.25%, and the amended
and restated note is due and payable August 1, Z02amended and restated note is secured byltBi@hd I-14 drilling rigs and associated
equipment. We paid $0 in principal under this not2009. Interest expense in 2009 under this nate $254,000, of which $99,000 was
included in accrued liabilities at December 31,208s of March 15, 2010, $11.5 million was outstagdunder this note.
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On November 24, 2009, Dalea purchased 4,255,400nconshares at a price of Cdn$2.35 per share iivatpmplacement of our
common shares in the U.S. In addition, on Noven2de2009, we entered into a registration rightgegrent with Canaccord Capital
Corporation and Dalea, pursuant to which we agteedgister for resale under the Securities Actt}255,400 common shares purchased by
Dalea and 44,043,390 common shares held by cextiagr investors. Under the registration rights agrent, we filed a registration statement
with the SEC on December 23, 2009 to register 2451 common shares for resale, which did not gelilhe common shares held by Dalea.
The registration statement was declared effectiv@amuary 7, 2010.

On December 15, 2009, Viking International enténéd an Agreement for Management Services (“ManagerBervices Agreement”)
with Viking. Pursuant to the Management Serviceseggent, Viking International agreed to provide agement, marketing, storage and
personnel services (collectively, the “Rig Servigdom time to time as requested by Viking for thigeration of certain rigs (the “Rigs”)
owned by Viking that are located in Turkey. Unde terms of the Management Services Agreementnliiill pay Viking International for
all actual costs and expenses associated withrtwesion of the Rig Services. In addition, VikinglMpay Viking International a distribution
equal to 5% of the net profits of each Rig, whigltalculated as the gross revenues of each Rigitgsand all expenses attributable to such
Rig, including, but not limited to, the payment &@rvices and insurance under the Management &sriigreement and depreciation. As of
March 15, 2010, Viking International has not pemnfed any services under the Management ServicesAgnet and has received no payments
or distributions.

Mr. Mitchell and his wife own 100% of Riata and Ba) and Mr. Mitchell is a manager of Riata Tranaatic. In addition, Mr. Mitchell i
a partner of Dalea and a manager of Dalea Managethergeneral partner of Dalea. Mr. Mitchell, hige and children indirectly own 100%
of Longfellow. Prior to our acquisition of Longephge was owned by Longfellow. Riata owns 100% otii Supply, LLC. Dalea owns 85
of Viking.

Policies and Procedures for Approving Related Pafisansactions

Our board of directors adopted a Related Partyseretions Policy in December 2009. In accordanck wir Related Party Transactions
Policy, all Related Party Transactions and any rietamendments to such Related Party Transactiarst be reviewed and approved by our
audit committee and, if necessary, recommendedtdoard of directors for its approval. Alternatiyehe board may determine that a
particular Related Party Transaction or a matamaéndment thereto shall instead be reviewed aneegg by a majority of directors
disinterested in the Related Party Transactioad¥fance audit committee approval of a Related Paggsaction is not feasible, then the
Related Party Transaction may be considered atiag iudit committee determines to be appropratdied at the audit committee’s next
regularly scheduled meeting. In determining whetbexpprove, recommend or ratify a Related Pargn3action, the audit committee will take
into account, among other factors it deems appawgrii) whether the transaction is fair to ug,Wihether the audit committee has all of the
material facts regarding the transaction or paitieslved, (iii) whether the transaction is genbralvailable to an unaffiliated third-party under
the same or similar circumstances and cost, andh@extent of the Related Party’s interest intthasaction.

A “Related Party Transaction” means a transactiociding any financial transaction, arrangementedaitionship (including any
indebtedness or guarantee of indebtedness)), enies ©f transactions, or any material amendmeatyosuch transaction, between us and any
Related Party, other than (i) transactions avatlablall employees generally; (ii) transactionsoiring compensation of a director or executive
officer or involving an employment agreement, semee agreement, change in control provision oreageait or special supplemental benefit
of a director or executive officer; (iii) transamtis in which the interest of the Related Partyearsolely from the ownership of a class of our
equity securities and all holders of that claseirecthe same benefit on a pro rata basis; otr@isactions in which the rates or charges
involved therein are determined by competitive bids

A “Related Party” means the following persons, meatity owned by any such person: (i) an “exeautfficer” of us (as defined in Rule
405 under the Securities Act and Rule73bnder the Exchange Act); (ii) a director of ussarominee for director of us; (iii) a person (umtihg
any entity or group) known to us to be the beneficivner of more than 5% of any class of our vosagurities (a “5% shareholder”); or (iv) a
person who is an “immediate family member” of ae@xive officer, director, nominee for directors¥ shareholder of us.
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Prior to the adoption of the Related Party TransastPolicy, we did not have a written policy. Adlated party transactions were subject
to review and approval by the non-interested dinecand were subject to procedures substantiafiilesi to those adopted in our Related Party
Transactions Policy.

Director Independence

The standards relied upon by the board of diredtoedfirmatively determining whether a director‘isdependent” are those set forth in
the rules of the NYSE Amex Company Guide and Natidmstrument 52-110 of the Canadian SecuritiesuRegrs (“NI 52-110"), which
generally provide that independent directors arsgres other than our executive officers or empley&eaddition, the following persons are
not considered independent: (a) a director whorisluring the past three years was, employed bgthey than prior employment as an interim
executive officer (provided the interim employmeid not last longer than one year); (b) a direetbo accepted or has an immediate family
member who accepted any compensation from us iessxaf $120,000 (Cdn $75,000 under NI-52-110) duaimy period of twelve
consecutive months within the three years precetiagletermination of independence, other than emsgttion for board or board committee
service, compensation paid to an immediate famiyniper who is an employee (other than an execuffieer), compensation received for
former service as an interim executive officer ypded the interim employment did not last longearttone year), or benefits under a tax-
qualified retirement plan, or non-discretionary @amsation; (c) a director who is an immediate famiember of an individual who is, or at
any time during the past three years was, emplbyads as an executive officer; (d) a director wdicor has an immediate family member who
is, a partner in, or a controlling shareholdermeaecutive officer of, any organization to whick made, or from which we received, paym
(other than those arising solely from investmentsur securities or payments under non-discretippharitable contribution matching
programs) that exceed 5% of the organization’s clifeted gross revenues for that year, or $200,80@;hever is more, in any of the most
recent three fiscal years; (e) a director whoiidias an immediate family member who is, employedraexecutive officer of another entity
where at any time during the most recent threeafigears any of the issuer’s executive officersesgmon the compensation committee of such
other entity; or (f) a director who is, or has ammediate family member who is, a current partneswfoutside auditor, or was a partner or
employee of our outside auditor who worked on auditaat any time during any of the past three years

The NYSE Amex rules provide that members of thatazainmittee must also comply with the independestaedards under Rule 10A-3
of the Exchange Act, which provide that a membearofudit committee of a company, other than aastmaent company, may not, other than
in his or her capacity as a member of the auditroidtae, the board of directors, or any other baamhmittee: (i) accept directly or indirectly
any consulting, advisory, or other compensatoryffes the company or any subsidiary thereof, predithat compensatory fees do not incl
the receipt of fixed amounts of compensation urdetirement plan (including deferred compensationprior service with the company
(provided that such compensation is not contingeahy way on continued service); or (ii) be arnliafed person of the company or any
subsidiary thereof. NI 52-110 provides substantisiinilar independence standards for audit committembers.

In accordance with the NYSE Amex and NI 52-110 petelence definitions, the board of directors alssies an affirmative
determination that each potential independent tiredoes not have any relationship which, in tharbs opinion, would interfere with the
exercise of independent judgment in carrying oatrésponsibilities of a director.

The board of directors, in applying the above-mfeed standards, has affirmatively determinedahkstast 50% of its members are
“independent” within the meaning of the NYSE Ametkeis and NI 52-110. Specifically, the board of dioes has determined that each of
Messrs. Bayley, Moon, Winn and Riggs are “indepetidender these rules. In addition, the board Hasraatively determined that each of
Messrs. Bayley, Moon, Winn and Riggs, who compoiseaudit committee, meet the additional independerquirements applicable to audit
committee members under the NYSE Amex rules ané ROA-3 under the Exchange Act. As part of the éisgprocess in making such
determination, each such director provided writisaurances that (a) all of the above-cited objedriteria for independence are satisfied and
(b) he has no other “material relationship” withtbat could interfere with his ability to exerciselependent judgment.

In determining that the above directors are “inaefant,”the board considered the relationship of Mr. Bayléth Quest. We entered in
a $3.0 million short term standby bridge loan withest in April 2007. We then increased the loarlifa¢o $4.0 million in August of 2007 ar
issued 503,823 common shares to Quest as we drew tthe loan. In November 2007 we paid down $2.0ionilof principal on the loan, and
then we repaid the loan in full on April 8, 2008&.the time of the Quest transactions, we had twectibrs in common with Quest and
Mr. Bayley served as Quest’s chief executive offidér. Bayley was not directly involved in the tssaction and had no direct or indirect
material interest in the transaction. This relatiup does not disqualify Mr. Bayley from being deghan independent director under the N
Amex and NI 52-110 rules, and the board has deterdhihat this relationship does not interfere \ithability to exercise independent
judgment.
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Mr. McCann, who serves as chief executive offiegid Mr. Larsen, who serves as president, are dependent. Mr. Mitchell, who
serves as chairman of the board of directors, isnuependent due to a combination of his indisdareholdings and commercial relationships
with us.

In May 2008, Mr. Mitchell was appointed as chairnaduthe board of directors. Mr. Mitchell is not Bmlependent director but is not an
officer of our company. Although historically thedrd has not held regularly scheduled meetingeefrtdependent directors, the independent
directors meet separately during a portion of tleetimgs for the compensation committee and corp@aternance committee. Also,
individual directors may engage an outside adwaseur expense, subject to the approval of therpbeion of the corporate governance
committee. The board relies upon the foregoing gsses and the level of experience and qualificatidrits independent directors, particularly
the chairperson of its corporate governance coresitb compensate for having a non-independentrahaiof the board of directors. The
board does not believe that any further leaderi&nifis independent directors is required at thiget

ltem 14.  Principal Accountant Fees and Services
Fees paid to KPMG LLP

KPMG LLP is our principal accountant for our audfitannual financial statements included in this AarReport on Form 10-K and
served as our independent registered public acogufitm for 2009 and 2008. The following table siwthe aggregate fees for professional
services provided to us by KPMG LLP for 2009 an620

2009 2008
Audit Fees $ 700,69 166,00(
Audit-Related Fee 370,05¢ 131,00
Tax Fees 62,66 121,00(
All Other Fees 15,00( 0
Total $1,148,41. $418,00(

Audit Fees.This category includes the audit of our annual obdated financial statements, reviews of our fitiahstatements included
in our Form 10-Qs and services that are normalbyided by the independent auditors in connectidh drieir engagements for those years.
This category also includes advice on audit and@iing matters that arose during, or as a re$uthe audit or the review of our interim
financial statements.

Audit-Related Fees.This category consists of assurance and relateitesrby the independent auditors that are reaspnalated to the
performance of the audit or review of our finanatdtements and are not reported above under “Aedis. The services for the fees disclo:
under this category include consents regardingisitipuns and equity issuances.

Tax Fees.This category consists of professional servicedessd by our independent auditors for tax compéeaenud tax advice. The
services for the fees disclosed under this catemaityde tax return preparation and technical @wice.

All Other Fees.This category consists of fees for other miscebasatems.

Our board of directors has adopted a procedurprésapproval of all fees charged by its independenitors. Under the procedure, the
audit committee of our board of directors apprabesengagement letter with respect to audit, takramiew services. Other fees are subject to
pre-approval by the audit committee. The auditjtawdated fees and tax fees paid to KPMG LLP wéhpect to 2009 were pre-approved by
the audit committee.
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PART IV

Item 15.  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 31, &0D2009
Consolidated Statements of Operations and Compsaheehoss for the years ended December 31, 20@8 a0d 2009
Consolidated Statement of Stockholders’ Equity {Egffor the years ended December 31, 2007, 20@B2909.
Consolidated Statements of Cash Flows for the yeraled December 31, 2007, 2008 and 2009
Notes to Consolidated Financial Statements
Financial Statement Schedule: Schedule |, Conderiseahcial Information of Registra
Exhibits required to be filed by Item 601 of Redida S-K
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4.4

10.1

10.2

10.3t

10.41

10.51

10.6t

10.7

EXHIBIT INDEX

Purchase Agreement, dated September 19, 2008, dlyedween Longfellow Energy, LP and TransAtlanttrBleum Corp.
(incorporated by reference to Exhibit 2.1 to ther(pany’s Current Report on FormkBdated September 19, 2008, filed with the ¢
on September 25, 200¢

Certificate of Continuance of TransAtlantic PetrotelLtd., dated October 1, 2009 (incorporated bgnexice to Exhibit 3.1 to tt
Compan’s Current Report on Forn-K dated October 1, 2009, filed with the SEC on ®eto7, 2009)

Memorandum of Continuance of TransAtlantic Petroiditd., dated October 1, 2009 (incorporated byrezfee to Exhibit 3.2 to th
Compan’s Current Report on Forn-K dated October 1, 2009, filed with the SEC on ®eto7, 2009)

Bye-Laws of TransAtlantic Petroleum Ltd., datedyJi4, 2009 (incorporated by reference to Exhil#tt®.the Company’s Current
Report on Form -K dated October 1, 2009, filed with the SEC on ®eto7, 2009)

Amended and Restated Registration Rights Agreerdated December 30, 2008, by and between Trang#tiRatroleum Corp. and
Riata Management, LLC (incorporated by referencexbibit 4.1 to the Company’s Current Report onrfk&K dated December 3
2008, filed with the SEC on January 6, 20(

Common Share Purchase Warrant, dated Decembef@8, By and between TransAtlantic Petroleum Cang.laongfellow Energy
LP (incorporated by reference to Exhibit 4.2 to @@mpany’s Current Report on Form 8-K dated Decer8bBe2008, filed with the
SEC on January 6, 200¢

Registration Rights Agreement, dated June 22, 2008and between TransAtlantic Petroleum Corp., ®&lartners, LP and
Canaccord Capital Corporation (incorporated byresfee to Exhibit 10.1 to the Company’s Current Repo Form 8-K dated June
22, 20009, filed with the SEC on June 25, 20i

Registration Rights Agreement, dated November 8920y and between TransAtlantic Petroleum LtdleB#artners, LP ar
Canaccord Capital Corporation (incorporated byresfee to Exhibit 10.1 to the Company’s Current Repo Form 8-K dated
November 24, 2009, filed with the SEC on Novembgr2D09).

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 Form-K dated August 6, 2008, filed with the SEC on Falpyul2, 2009)

Amendment to Service Agreement, effective as obBet 1, 2008, by and among TransAtlantic Petrol@arp., Longfellow Energ
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)

Executive Employment Agreement, effective July @02, by and between TransAtlantic Petroleum Cang. $cott C. Larse
(incorporated by reference to Exhibit 4.1 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 Chauléanagement, Inc.
(incorporated by reference to Exhibit 4.2 to ther(pany’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 LittansAtlantic Petroleum Coil
and Scott C. Larsen (incorporated by referencextoldt 4.3 to the Company’s Registration Staterr@mnEorm 20-F, filed with the
SEC on October 9, 2007

Amended and Restated Stock Option Plan (2006) (jparated by reference to Exhibit 4.4 to the CompaReqgistration Statement
on Form 2-F, filed with the SEC on October 9, 200

Warrant Indenture, dated December 1, 2006, by atdden TransAtlantic Petroleum Corp. and Compugegesiirust Company ¢
Canada (incorporated by reference to Exhibit 4 héoCompany’s Registration Statement on Form 2fdde, with the SEC on
October 9, 2007,
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10.8

10.9t

10.10t
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10.13%

10.14%

10.15

21.1*
23.1*
23.2*
31.1*
31.2*
32.1*
32.2*
99.1*

Investment Agreement, dated March 28, 2008, bybamtdeen 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, 200!

Executive Employment Agreement, effective Januar30D8, by and between TransAtlantic Petroleum Camng Jeffrey S. Mecol
(incorporated by reference to Exhibit 4.8 to ther(pany s Annual Report on Form -F, filed with the SEC on May 14, 200t

Executive Employment Agreement, effective May 1020y and between TransAtlantic Petroleum Corg.tilda 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

Form of Common Share Purchase Warrant, dated 2p2iD09, by and between TransAtlantic PetroleunpCand holders of
options to purchase shares of Incremental Petrolgomited (incorporated by reference to Exhibit 1604he Company’s Quarterly
Report on Form 1-Q, filed with the SEC on May 27, 200!

TransAtlantic Petroleum Corp. 2009 L-Term Incentive Plan (incorporated by reference fégppendix B to the Definitive Prox
Statement filed by TransAtlantic Petroleum Corpghvihe SEC on April 30, 200¢

Form of Restricted Stock Unit Award Agreement (inmrated by reference to Exhibit 10.2 to the Cony's Current Report o
Form &K dated June 16, 2009, filed with the SEC on Juhe2209).

Form of Share Option Agreement (incorporated bgrexice to Exhibit 99.3 to the Company’s Registra8tatement on Form S-8,
filed with the SEC on November 2, 200

Credit Agreement among DMLP, Ltd., Talon Exploratittd., TransAtlantic Turkey, Ltd. and TransAtlenExploration
Mediterranean International Pty. Ltd., as borrowbrsremental Petroleum (Selmo) Pty. Ltd., TranaAtic Worldwide, Ltd.,
TransAtlantic Petroleum (USA) Corp. and TransAtlauitetroleum Ltd., as guarantors, the lenders pheseto from time to time,
and Standard Bank PLC, as LC issuer, administratiyent, collateral agent and technical agent, degeaf December 21, 2009
(incorporated by reference to Exhibit 10.1 to tl@rpany’s Amendment No. 1 to the Current Report omF8-K/A dated
December 21, 2009, filed with the SEC on JanuaB010).

Subsidiaries of the Compar

Consent of KPMG

Consent of DeGolyer and MacNaught

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
Report of DeGolyer and MacNaughton dated March0202

T Management contract or compensatory plan arrange
* Filed herewith
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SIGNATURES

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.

March 30, 2010
TRANSATLANTIC PETROLEUM LTD.

/sl MATTHEWM c C ANN

Matthew McCann,
Chief Executive Officer

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

Signature Capacity Date
/sl MATTHEW M c C ANN Chief Executive Officer (Principz March 30, 201(
Matthew McCann Executive Officer;
/s/ HIiLbA K OUVELIS Chief Financial Office March 30, 201(
Hilda Kouvelis (Principal Financial Officer and Principal Accourdi

Officer/Controller)

/s/  N.MALONE M ITCHELL , 3RD Chairman March 30, 201(
N. Malone Mitchell, 37d

/s/ BRIAN E. BAYLEY Director March 30, 201(
Brian E. Bayley

/s/ ScotTC. L ARSEN Director March 30, 201(
Scott C. Larsen

/sl ALan C. M ooN Director March 30, 201(
Alan C. Moon

/sl MELG. RiGGs Director March 30, 201(
Mel G. Riggs

/sl MicHAEL D. W INN Director March 30, 201(

Michael D. Winn
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
TO THE BOARD OF DIRECTORS OF TRANSATLANTIC PETROLBULTD.

We have audited TransAtlantic Petroleum Ltd.’s (tBempany”) internal control over financial repami as of December 31, 2009, based on
Internal Control- Integrated Frameworlssued by the Committee of Sponsoring Organizatidribe Treadway Commission (COSO). The
Company’s management is responsible for maintaiaffegtive internal control over financial repogiand for its assessment of the
effectiveness of internal control over financigboeting, included in the accompanyiManagement’s Report on Internal Control Over
Financial Reportincin Item 9A. Our responsibility is to express anropin on the Company’s internal control over finaheceporting based on
our audit.

We conducted our audit in accordance with the stedgdof the Public Company Accounting Oversightq®@nited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal coragvar financial reporting, assessing the risk
that a material weakness exists, and testing aaldiaing the design and operating effectivenesstefnal control based on the assessed risk.
Our audit also included performing such other pdoces as we considered necessary in the circunestawte believe that our audit provides a
reasonable basis for our opinion.

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding the reliability of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyeaatepted accounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (ftajpeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettiiansactions and dispositions of the assetseoédmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatggaparation of financial statements in accor@éawith generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company'’s assets that could lzareaterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of any
evaluation of effectiveness to future periods agjext to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

A material weakness is a deficiency, or a combimatif deficiencies, in internal control over fingalaeporting, such that there is a reasonable
possibility that a material misstatement of the @amny’s annual or interim financial statements wit be prevented or detected on a timely
basis. The following material weaknesses have miiified and included in management’s assessment:

« The Company did not maintain adequate controladdifate the flow of information used in financr@porting throughout th
organization

» The Company did not maintain an effective pe-end financial statement closing proce

» The Company did not design procedures to ensuegledtreviews and verification of inputs relatedhie analysis of accounts
transactions and schedules supporting financitérstant amounts and disclosur

» The Company did not maintain effective monitorimmtols over foreign operations in Istant

We also have audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@nited States), the consolidated
financial statements of the Company. These mategaknesses were considered in determining theedbming, and extent of audit tests
applied in our audit of the 2009 consolidated fitiahstatements, and this report does not affecteport dated March 30, 2010, which
expressed an unqualified opinion on those congelitiinancial statements.

In our opinion, because of the effect of the afa@ationed material weaknesses on the achievemehé afbjectives of the control criteria, the
Company has not maintained effective internal adrdver financial reporting as of December 31, 208¥sed on criteria establishedrternal
Control — Integrated Framewoiiksued by the Committee of Sponsoring Organizatifrtke Treadway Commission (COSO).-

“KPMG LLP” (signed)

Calgary, Canada
March 30, 2010
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
TO THE BOARD OF DIRECTORS AND STOCKHOLDERS OF TRANSBLANTIC PETROLEUM LTD.

We have audited the accompanying consolidated balsimeets of TransAtlantic Petroleum Ltd. and slilases (the “Company”) as of
December 31, 2009 and 2008, and the related colasedl statements of operations and comprehensgedtockholders’ equity (deficit), and
cash flows for each of the years in the thyear period ended December 31, 2009. These coagadidinancial statements are the responsil
of the Company’s management. Our responsibilitp isxpress an opinion on these consolidated fimhstatements 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 the audit to sbteasonable assurance about whether the finestatements are free of material
misstatement. An audit includes examining, on aHasis, evidence supporting the amounts and disis 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 statetaeaferred to above present fairly, in all materégpects, the financial position of the
Company and subsidiaries as of December 31, 2002@08, and the results of its operations andaish ¢lows for each of the years in the
three-year period ended December 31, 2009, in conitipwith U.S. generally accepted accounting pples.

We also have audited, in accordance with the stdsdz the Public Company Accounting Oversight Bo@snited States), the Company’s
internal control over financial reporting as of Batber 31, 2009, based on criteria establishéat@rnal Control — Integrated Framework
issued by the Committee of Sponsoring Organizatidrise Treadway Commission (COSO), and our regattd March 30, 2010 expressed an
adverse opinion on the effectiveness of the Comgdniernal control over financial reporting.

“KPMG LLP” (signed)

Calgary, Canada
March 30, 2010
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T RANS A TLANTIC PETROLEUM L TD.
Consolidated Balance Sheets

As of December 31, 2009 and 2008
(in thousands of U.S. dollars, except share data)

ASSETS
Current assets:
Cash and cash equivalel
Accounts receivabl
QOil and gas sales, n
Other
Prepaid and other current ass
Deferred income taxes (note 1
Total current asse
Property and equipment(note 7):
Qil and gas properties (successful efforts metl
Mineral interests
Proved
Unproved
Drilling services and other equipme

Less accumulated depreciation, depletion and apagidin
Property and equipment, r

Other assets:
Restricted cash (note
Deferred charges (notes 4 anc
Goodwill (note 4)
Total other asse!
Total assets

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl
Accounts payab—related party (note 1’
Accrued liabilities
Settlement provisio
Loans payable (note 1
Loan payabl—related party (notes 10 and
Derivative liabilities (note 8
Total current liabilities
Long-term liabilities:
Asset retirement obligations (note
Deferred income taxes (note 1
Derivative liabilities (note 8
Total lon¢-term liabilities
Total liabilities

Commitments and Contingencies (notes 10, 15 and 1

Stockholders’ equity (note 11):

Common shares, $0.01 par value, 1,000,000,000shathorized, issued and outstanding 303,265,45¢

of December 31, 2009 and 154,957,781 as of DeceBihe&200¢
Additional paid in capita
Additional paid in capit—warrants
Accumulated other comprehensive inco
Accumulated defici
Total stockholder equity
Total liabilities and stockholders’ equity

2009 2008
$ 90,48  $ 30,05:
6,92¢ —
2,827 1,327
8,251 3,861
1,58( —
110,06 35,24(
66,31 —
12,36 1,73:
106,64: 40,88¢
185,31 42,61¢
(8,059 (53)
177,26 42,56¢
7,78 3,26¢
1,90¢ 181
10,06 —
19,75 3,44¢
$307,08. $ 81,25«
$ 7,38 $ 3,96
1,07¢ 1,517
12,17: 581
24C 24(
1,59t —
5,90¢ —
762 —
29,13 6,30(
3,12¢ 14
9,05¢ —
1,16( —
13,34 14
42,47¢ 6,31
3,03: —
371,90! 133,06:
5,43t 5,22¢
9,601 —
(125,36 (63,35()
264,60 74,94(
$307,08. $ 81,25«

The accompanying notes are an integral part oktheasolidated financial statements.
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T RANS A TLANTIC P ETROLEUM L TD .
Consolidated Statements of Operations and Comprehsive Loss

For the years ended December 31, 2009, 2008 and 200
(U.S. dollars and shares in thousands, except penare amounts)

2009 2008 2007
Revenues:
Oil and gas sale $2768] $ 111 65:
Oilfield services 1,58¢ — —
Total revenues 29,26¢ 111 652
Costs and expenses
Production 10,16¢ 73 1,167
Exploration, abandonment and impairm 24,79 — —
Seismic and other exploratic 10,53¢ 7,901 —
International oil and gas activitit 12,34¢ 5,18: 2,31%
General and administrati\ 16,12¢ 3,59: 2,67
Depreciation, depletion and amortizati 7,942 53 8C
Settlement provisio — — (319
Accretion of asset retirement obligations (not 164 6 72
Total costs and expense 82,08! 16,80¢ 5,991
Operating loss 52,81: 16,697 5,33¢
Other (income) expense
Interest and other expen 2,74¢ 11€ 72¢
Interest and other incon (213 (339 (240
Loss on writ-down of assets (note — — 447
Loss on commodity derivative contracts (note 1,92 — —
Foreign exchange lo: 3,44¢ — 45
Total other (income) expenst 7,90¢ (222) 98(
Loss before income taxe 60,71¢ 16,47¢ 6,31¢
Income taxes, curre! 2,147 — —
Income tax recovery, deferr (843) — —
Net loss $ 62,017 $16,47F % 6,31¢
Non controlling interest, net of t 12¢ — —
Net loss attributable to TransAtlantic Petroleum Ltd. $ 62,14¢  $16,47¢ $ 6,31¢
Other comprehensive gair
Foreign currency translation adjustm: (9,607 — —
Comprehensive los: $ 52,54 $16,47F $ 6,31¢
Net loss per common share attributable to TransAtlatic Petroleum Ltd.:
Basic and diluted net loss per common share at#iitde to TransAtlantic Petroleum Li $ 02¢ $ 022 $ O0.1f
Basic and diluted weighted average number of sharteganding 212,32( 66,524 43,047

The accompanying notes are an integral part oktbeasolidated financial statements.
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Balance at December 31, 20C
Issuance of common shat
Exercise of stock optior
Exercise of warrant
Expiration of warrant:
Stoclk-based compensatic
Net loss attributable t
TransAtlantic Petroleum Lt

Balance at December 31, 20C

Issuance of common shat

Issuance of warran

Issuance cost

Exercise of stock optior

Exercise of warrant

Expiration of warrant:

Stoclk-based compensatic

Net loss attributable t
TransAtlantic Petroleum Lt

Balance at December 31, 20C
Issuance of common shat
Issuance of shares and warra
in connection with the
Incremental acquisitio
Issuance cosl
Exercise of stock optior
Exercise of warrant
Expiration of warrant:
Stock-based compensatic
Non-controlling interes
Foreign currency translatic
adjustment:
Net loss attributable t
TransAtlantic Petroleum Lt

Balance at December 31, 20C

T RANS A TLANTIC P ETROLEUM L TD.
Consolidated Statement of Stockholders’ Equity (Dé€it)

For the years ended December 31, 2009, 2008 and 200
(U.S. dollars and shares in thousands)

Accumulated

Other Non- Total

Warrants Additional A(;(;iit(iﬁir;]al Comprehensive Accumulated Controlling Stockholders’
Common Common Paid-in Capital
Shares (Shares) Shares ($ Capital Warrants Income (loss) Deficit Interest Equity
42,55 7,97¢ — $ 45857 $ 2,01% — $ (4055) $ — $ 7,311
504 — — 35¢ — — — — 35¢
18t — — 13€ — — — — 13¢
25 (25) — 33 7) — — — 26
—  (3.23) — 90z (902) — — — —
— — — 554 — — — — 554
— — — — — — (6,315 — (6,31¢)
43,27: 4,71¢ — 47,83 1,10¢ — (46,875 — 2,07(
110,00( — — 83,07: — — — — 83,07
— 10,00( — — 5,22¢ — — — 5,22¢
— — — (1,199 — — — — (1,199
247 — — 14¢ — — — — 14¢
1,44C (1,440 - 1,907 (395) - - = 1,517
— (3,279 — 717 (719) — — — —
— — — 5832 — — — — 582
— — — — — — (16,475 — (16,475
154,95¢  10,00( — 133,06: 5,22¢ — (63,350 — 74,94(
147,42¢ — 3,03: 248,61! — — — — 251,64¢
102 83C — 71 207 — — — 27¢
— — — (12,059 — — — — (12,05¢)
78C — — 57¢ — — — — 57¢
— — — 1,64( — — — — 1,64(
— — — — — — — 12¢ 12¢
— — — — — 9,601 — — 9,601
— — — — — — (62,017 (129) (62,146
303,26t 10,83( $ 3,03: $371,90¢ $ 543t $ 9,601 $(125,36) $ — $ 264,60°

The accompanying notes are an integral part oktbessolidated financial statements.
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T RANS A TLANTIC PETROLEUM L TD.
Consolidated Statements of Cash Flows

For the years ended December 31, 2009, 2008 and 200

(in thousands of U.S. dollars)

2009 2008 2007
Operating Activities:
Net loss $ (62,017  $(16,47F)  $(6,31¢)
Adjustments to reconcile net loss to net cash usegerating activities
Impairment of asse! 29C — 447
Non-cash financing expen: — — 35¢
Shar-based compensatic 1,64(C 58¢ 554
Foreign currency los (492 — —
Unrealized loss on commodity derivative contr: 1,92z — —
Deferred tax recovery and other char (843) — —
Depreciation, depletion and amortizati 7,94 53 8C
Accretion of asset retirement obligatic 164 6 72
Changes in operating assets and liabilities, neffett of acquisition
Accounts receivabl (2,905 (767) (144
Prepaid expenses and other as (2,389 (1,180 39
Settlement provisio — — (721)
Accounts payable and accrued liabilit 5,841 4,101 (1,207
Net cash used in operating activit (50,842) (23,679) (6,837
Investing activities:
Acquisition of Incremental Petroleum Limited, nétcash (note 4 (37,939 — —
Acquisition of Incremental Petroleum Limited sha- related party (notes 4 and 1 (11,189 — —
Acquisition of Energy Operations Turkey, LLC (nate (6,197) — —
Additions to oil and gas properti (14,239 3,76( (4,12¢)
Addition to drilling services and other equipm (46,47)) (24,02%) —
Proceeds from sale of ass — — 4,26¢
Deferred charge — (181) —
Restricted cas (4,512 (996€) 2,06’
Net cash provided by (used in) investing activi (120,529 (11,445 2,20t
Financing activities:
Exercise of stock options and warra 57& 1,661 164
Issuance of common shal 181,48: 53,76¢ —
Issuance of common shar- related party (note 1: 70,16: — —
Issuance cost (12,059 (484) —
Loan proceed 95 — 4,00(
Loan proceed- related party (note 1( 64,62: — —
Loan repaymer (4,722 (2,000 (2,000
Loan repaymer- related party(note 10) (64,62) — —
Senior credit facility placement cos (1,839 — —
Acquisition of nor-controlling interest in Incremental Petroleum Liedt(note 4 (2,767 — —
Net cash provided by financing activiti 230,94 52,94¢ 2,16¢
Effect of exchange rate changes on ¢ 86C — —
Net increase (decrease) in cash and cash equis 60,43: 27,82¢ (2,469
Cash and cash equivalents, beginning of 30,05: 2,22¢ 4,68¢
Cash and cash equivalents, end of \ $ 90,48¢ $ 30,05: $ 2,22¢

The accompanying notes are an integral part oktheasolidated financial statements.
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T RANS A TLANTIC PETROLEUM L TD.
Notes to Consolidated Financial Statements

1. General
Nature of operations

TransAtlantic Petroleum Ltd. (together with its sigliaries, the “Company” or “TransAtlantic”) is @nically integrated international oil
and gas company engaged in the acquisition, exparéor and the development and production of erail and natural gas in Morocco,
Romania, Turkey and California. Approximately 48.@8%he Company’s outstanding common shares arefioglly owned by N.
Malone Mitchell, 3rd. Mr. Mitchell is the Chairmanfithe Company’s board of directors.

In 2008, the Company changed its operating strafegy that of a prospect generator to a verticaitggrated project developer. To
execute this new strategy:

1. in December 2008, the Company acquired 100% oisteed and outstanding shares of Longe Energy &drn“Longe”), in
consideration for the issuance of 39,583,333 comsmames of the Company and 10,000,000 common phachase
warrants (see note £

2. in December 2008, the Company closed a conduB&en 16,667 common share private placement putsoavhich Dalea
Partners, LP (“Dalea”), an entity 100% owned by Mitchell and his wife, and others invested $42i8iom in the
Company. Both the Longe acquisition and the pripddeement were approved by the Company’s sharetsolthd closed in
December 2008 (see note

3. in April 2009, the Company acquired 100% ofidsied and outstanding shares of Incremental RetroLimited
(“Incremente”), an international oil and gas company that was plybliaded on the Australian Stock Exchange (s¢e 45
4. in June 2009, the Company closed a Regulatione&ioff of common shares outside the United Statdsiaroncurren

Regulation D private placement inside the Uniteatest in which the Company sold an aggregate of798380 common
shares at a price of Cdn $1.65 per common shasimgayross proceeds of approximately $143.1 mmlligee note 11); ar

5. in November 2009, the Company closed a Regulatiofie®ing of common shares outside the United Statel a concurre
Regulation D private placement of common sharedénthe United States in which the Company soldggregate of
48,298,790 common shares at a price of Cdn $2.85hae, raising gross proceeds of approximatedgRimillion (see
note 11).

Basis of presentation

The Company'’s consolidated financial statementeapeessed in U.S. Dollars and have been preparetibhagement in accordance
with accounting principles generally accepted i thS. (“"GAAP”). All amounts in these notes to ttensolidated financial statements
are in U.S. Dollars unless otherwise indicatecprigparing financial statements, management makesyied judgments and estimates
that affect the reported amounts of assets antlitied as of the date of the financial statemeartd affect the reported amounts of
revenues and expenses during the reporting padindgn ongoing basis, management reviews estinmatdsding those related to the
impairment of long-lived assets and goodwill, cngéncies and income taxes. Changes in facts atwhtétances may result in revised
estimates and actual results may differ from tlesdignates.
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T RANS A TLANTIC P ETROLEUM L TD .
Notes to Consolidated Financial Statements—(Contirad)

2. Significant accounting policies
Basis of preparation

The Company’s reporting standard for the presemiaif its consolidated financial statements is I GBAP. The consolidated financial
statements include the accounts of the Companyknabjority-owned, controlled subsidiaries. Algrificant inter-company balances
and transactions have been eliminated on consinlidat

Cash and cash equivalents

Cash and cash equivalents include term depositinaedtments with original maturities of three munor less at the date of acquisition.
The Company considers all highly-liquid debt instents purchased with an original maturity of thmeenths or less to be cash
equivalents. The Company determines the appropriassification of its investments in cash and cegphivalents and marketable
securities at the time of purchase and reevalisaies designation at each balance sheet date.

Commodity derivative instruments

Financial Accounting Standards Board (“FASB”) Acoting Standards Codification (“ASC”) 81Bgrivatives and HedginfASC 815”)
(formerly Statement of Financial Accounting Stamt$af*SFAS”) No. 133Accounting for Derivative Instruments and Hedging
Activities), requires derivative instruments to be recognaee@ither assets or liabilities in the balanceshefair value. The accounting
for changes in the fair value of derivative instants depends on their intended use and resultidgeh@esignation. For derivative
instruments designated as hedges, the changeis alize are recorded in the balance sheet as paoemt of accumulated other
comprehensive income (loss). Changes in the fairevaf derivative instruments not designated agbedre recorded as a gain or loss in
the consolidated statements of operations. The @agngoes not designate its derivative financiarimaents as hedging instruments

as a result, recognizes the change in a derivatiadé’ value currently in earnings as a componéwtler (income) expense.

Fair value measurements

The Company follows ASC 82Gair Value Measurements and Disclosu(ésSC 820") (formerly SFAS No. 15Fair Value
Measurementy which became effective for financial assets katdllities of the Company on January 1, 2008 aad-financial assets
and liabilities of the Company on January 1, 200%9s standard defines fair value, establishesradimork for measuring fair value and
expands disclosures about fair value measurem&863.820 does not require any new fair value measents, but applies to assets and
liabilities that are required to be recorded at ¥ailue under other accounting standards. The ifrtpabe Company from the adoption of
ASC 820 in 2009 was not material.

Foreign currency translation

Effective January 1, 2009, the Company determihatithe functional currency of its corporate easitin Morocco, Turkey, Canada and
Romania had changed from the U.S. Dollar to theddcan Dirham, Turkish Lira, Canadian Dollar and Remanian New Leu,
respectively. The functional currency of TransAtiaPetroleum Ltd. changed from the Canadian Dabahe U.S. Dollar effective
October 1, 2009, the date upon which TransAtlapétroleum Ltd. continued its existence out of CanadBermuda. The Company has
entered into contractual obligations and commitméimat will result in increasingly significant ldgeof transactions conducted in these
currencies. In recognition of these contractuaigattions and commitments combined with the resgliitreases in future revenues and
expenditures in these countries, the Company déatedrihe appropriate functional currency was tlvalaurrency for each of these
subsidiaries.

ASC 830,Foreign Currency Matter§'ASC 830”) (formerly SFAS No. 5Z-oreign Currency Translatioly requires the assets, liabilities,
and results of operations of a foreign operatiobganeasured using the functional currency offitr@ign operation. Because the
functional currency is now the local currency, siation adjustments will result from the processrafslating subsidiary financial
statements into the U.S. Dollar reporting currefidyese translation adjustments will be reportedsaply and accumulated in the
balance sheet as a component of accumulated athmgrehensive income (loss). The accounting badiseossets and liabilities affec

by the change are adjusted to reflect the diffexdretween the exchange rate when the asset ditjianbose and the exchange rate on the
date of the change. The change in functional cayrevill have no impact on the Company’s actual ignebased revenues and
expenditures in these countries.

Oil and gas properties

In accordance with the successful efforts methoalcebunting for oil and gas properties, costs ofipctive wells, developmental dry
holes and productive leases are capitalized inpooggpiate groups of properties based on geograbaimhgeological similarities. These
capitalized costs are amortized using the unitrofipction method based on estimated proved resdpveseeds from sales of properties
are credited to property costs, and a gain orifoescognized when a significant portion of an aimation base is sold or abandoned.

F-9



Table of Contents

T RANS A TLANTIC P ETROLEUM L TD .
Notes to Consolidated Financial Statements—(Contirad)

Exploration costs, such as exploratory geologiodl geophysical costs, delay rentals and explorati@nhead, are charged to expense as
incurred. Exploratory drilling costs, including thest of stratigraphic test wells, are initiallypgalized but charged to exploration
expense if and when the well is determined to beproductive. The determination of an exploratosllig ability to produce must be
made within one year from the completion of drifliactivities. The acquisition costs of unproveceage are initially capitalized and are
carried at cost, net of accumulated impairment igioms, until such leases are transferred to pr@vegerties or charged to exploration
expense as impairments of unproved properties.

Drilling services and other equipment

Drilling services and other equipment are statezbat. Depreciation is calculated using the stitaligle method over the estimated useful
lives (ranging from 3 to 7 years) of the respectigsets. The costs of normal maintenance and seg@charged to expense as incurred.
Material expenditures that increase the life ohaset are capitalized and depreciated over theasiil remaining useful life of the asset.
The cost of equipment sold, or otherwise disposedmul the related accumulated depreciation ar@vechfrom the accounts and any
gain or loss is reflected in current operations.

Impairment of long-lived assets

The Company follows the provisions of ASC 380gpperty, Plant, and Equipme(itASC 360”) (formerly SFAS No. 144Accounting for
Impairment or Disposal of Long-Lived AssgtASC 360 requires that the Company’s long-livedets, including drilling services and
other equipment, be assessed for potential impairmetheir carrying values whenever events or glesrin circumstances indicate such
impairment may have occurred. Oil and gas propedie evaluated by field for potential impairmedither properties are evaluated for
impairment on a specific asset basis or in grotigénailar assets as applicable. An impairment ogmized when the estimated
undiscounted future net cash flows of an asselearethan its carrying value. If an impairment ascthe carrying value of the impaired
asset is reduced to fair value.

Joint interest activities

Certain of the Company’s exploration, developmemt production activities are conducted jointly watther entities and accordingly the
consolidated financial statements reflect only@oenpany’s proportionate interest in such activities

Asset retirement obligations

The Company recognizes a liability for the presetie of all legal obligations associated with tegrement of tangible, long-lived
assets and capitalizes an equal amount as a ctiet afset. The cost associated with the abanddrohkgation is included in the
computation of depreciation, depletion and amatitizes The liability accretes until the Company kettthe obligation. The Company u
a credit-adjusted risk-free interest rate in iteai@tion of asset retirement obligations.

Revenue recognition

Revenue from the sale of crude oil is recognizeshugelivery to the purchaser when title passedlifyyiservices revenues are recogn
when the related service is performed.

Share-based compensation

The Company follows ASC 71&ompensation — Stock CompensafkSC 718”) (formerly SFAS No. 123R5hare-Based Payment
which requires the measurement and recognitiomwipensation expense for all share-based paymemtswa
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T RANS A TLANTIC P ETROLEUM L TD .
Notes to Consolidated Financial Statements—(Contirad)

including employee stock options, based on estithfatie values. The value of the portion of the atvéirat is ultimately expected to vest
is recognized as an expense on a straight-line loasir the requisite vesting period. ASC 718 rexpuihe Company to estimate the fair
value of stock option awards on the date of graimgian option-pricing model. The Company use®hek-Scholes option-pricing
model (“Black-Scholes Model”) as its method of \atlan for share-based awards. The Company’s detetion of fair value of share-
based payment awards on the date of grant usinBl#o&-Scholes Model is affected by the Companiosls price, as well as
assumptions regarding a number of subjective vi@sal hese variables include, but are not limitgdhhe Company’s expected stock
price volatility over the term of the awards, adlvas actual and projected exercise and forfeiaatévity. The fair value of options
granted to consultants, to the extent unvestedatexjuired services not having been fully perfadirage determined on subsequent
reporting dates.

Income taxes

The Company follows the asset and liability metpoekscribed by ASC 74dncome Taxe§'ASC 740") (formerly SFAS No. 109,
Accounting for Income TaxgsUnder this method of accounting for income taxiederred tax assets and liabilities are recoghiaethe
future tax consequences attributable to differehetaeen the financial statement carrying amouhéxisting assets and liabilities and
their respective tax bases. Deferred tax asset$iabilities are measured using enacted tax ratpeaed to apply to taxable income in
years in which those temporary differences are ebegeto be recovered or settled. Under ASC 740etfeet on deferred tax assets and
liabilities of a change in enacted tax rates i®geized in income in the period that includes thactment date.

Pursuant to ASC 740, the Company does not haveiargcognized tax benefits other than those for whigaluation allowance has be
provided thereon. The Company does not believeethll be any material changes in its unrecognizedpositions over the next twelve
months. The Company'’s policy is that it recognigsrest and penalties accrued on any unrecogmizeblenefits as a component of
income tax expense. The Company did not have attyied interest or penalties associated with angaognized tax benefits, nor was
any tax-related interest expense recognized da®@g, 2008 or 2007.

Comprehensive (gain) loss

ASC 220,Comprehensive InconftASC 220") (formerly SFAS No. 13Reporting Comprehensive Incomestablishes standards for

reporting and displaying comprehensive income &éddmponents (revenue, expenses, gains and lassef)ll set of general-purpose
financial statements. For the year ended Decemhe2@®9, the Company recorded an unrealized gaforeign currency translation as
other comprehensive gain. There were no differebetéseen net loss and comprehensive loss in 20Q8@x.

Business combinations

The Company follows ASC 80Business CombinatiorfSASC 805”) (formerly SFAS No. 141RBusiness Combinationsand ASC 810-
10-65,Consolidation(*ASC 810-10-65") (formerly SFAS No. 160lon-controlling Interests in Consolidated Financ&thtements ASC
805 requires most identifiable assets, liabilitiesn-controlling interests, and goodwill acquiradaibusiness combination to be recorded
at “fair value.” The statement applies to all besis combinations, including combinations among algntities and combinations by
contract alone. Under ASC 805, all business contioing will be accounted for by applying the acainsi method. Accordingly,
transactions costs related to acquisitions aretieeborded as a reduction of earnings in the péhied are incurred and costs related to
issuing debt or equity securities that are reladetthe transaction will continue to be recognizeaécordance with other applicable rules
under U.S. GAAP. ASC 805 is effective for periodgjimning on or after December 15, 2008 and has applied to the Incremental and
Energy Operations Turkey, LLC (“EOT") acquisitio®sSC 810-10-65 requires non-controlling interegi®yiously referred to as
minority interests) to be treated as a separatgpooemt of equity, not as a liability or other itemtside of permanent equity. The
statement applies to the accounting for non-colimgpinterests and transactions with non-contrgllinterest holders in consolidated
financial statements.

Per share information

Basic per share amounts are calculated using tighteel average common shares outstanding duringetiie 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 commonreshi&iat would be issued upon exercise of dilutipions assuming the proceeds
would be used to repurchase shares at average tpaides for the period.
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3. Accounting changes and recent pronouncements
Recent accounting pronouncements

In December 2008, the SEC adopted release no. Bd4258lodernization of Oil and Gas Reportingvhich revised the Regulation S-K
and Regulation S-X oil and gas reporting requiretsigmalign them with current industry practices &chnological advances. The
release revises a number of definitions relatingitand gas reserves, permits the disclosurdiing§ with the SEC of probable and
possible reserves and permits the use of new témfiies to determine proved reserves if those telolgies have been demonstrated
empirically to lead to reliable conclusions abasgarve volumes. In addition, the new disclosureireqents require a company to

(i) disclose its internal control over reservesneation and report the independence and qualificatif its reserves preparer or auditor,
(ii) file a report of a third party if the Compangpresents that the third party prepared resestanaes or conducted a reserves audit,
(iii) report oil and gas reserves using an avegage based upon the prior 12-month period rathan fperiod-end prices, and

(iv) disclose, in narrative form, the status ofy®d undeveloped reserves and changes in stathes# from period to period. The
provisions of this release became effective focldsures in the Company’s Annual Report on FornK1for the year ended

December 31, 2009.

The FASB issued ASC 855ubsequent EvenfASC 855”) (formerly SFAS No. 1655ubsequent Eventson May 28, 2009. ASC 855
establishes general standards of accounting fdrdestlosure of, events that occur after the baameet date but before financial
statements are issued or are available to be isglbdugh there is new terminology, the standardased on the same principles as t
that currently exist in the auditing standards.

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. Acquisitions
Energy Operations Turkey

On July 23, 2009, the Company’s wholly-owned suibsyd TransAtlantic Worldwide Ltd., acquired all thfe ownership interests in EOT
for total consideration of approximately $7.7 noifii EOT’s assets include interests in exploraticenises in southern and southeastern
Turkey, inventory and seismic data. In connectidgtnthe purchase of EOT, TransAtlantic Worldwide Léntered into an unsecured

promissory note with the sellers in the amountlb$nillion due July 23, 2010. The note bears ggeat a fixed rate of 3% per annum.

The following tables summarize the consideratioid pathe EOT acquisition, and the preliminary pwase price allocation of assets
acquired and liabilities assumed recognized aatuisition dates.

Consideration:

(in thousands
Cash consideration, net of purchase price adjugs $ 6,21t
Promissory note (note 1! 1,50(
Fair value of total consideration transfer $ 7,71
Acquisition-Related Costs:
Included in general and administrative expensetherCompany’s consolidated
statement of operations for the year ended DeceBhe200¢ $17C
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Recognized Amounts of Identifiable Assets AcquinedLiabilities Assumed at Acquisition:

Financial asset:

Cash, consisting of approximately 33,000 Turkista $ 23
Accounts receivabl 96
Total financial asset 11¢
Other current assets, consisting primarily of dépt 807
Oil and gas propertie
Unproved propertie 1,90(
Materials and supplies inventori 1,215
Total oil and gas propertit 3,117
Financial liabilities:
Accounts payable, consisting of normal trade oltilges (10¢)
Other liabilities (37)
Asset retirement obligatior (37)
Total financial liabilities (180
Total identifiable net asse $3,86°
Goodwill $3,85:2

Goodwill represents the excess of the purchase pfia business over the estimated fair value®fatsets acquired and liabilities
assumed. The Company recorded $3.9 million in gdlbbw the acquisition of EOT. The goodwill relatéo access to potential
exploration and production opportunities in forejgrisdictions.

EOT has historically generated significant loss@sich resulted in approximately 37 million Turkishra in accumulated tax losses in
Turkey at acquisition. The accumulated tax lossedudly reserved by a valuation allowance and alue was attributed at the acquisit
date.

EOT'’s results of operations are included in the @any’s consolidated results of operations begindurdg 23, 2009. The amounts of
EOT’s revenue and earnings included in the Compmaoghsolidated statement of operations for thevisvelonths ended December 31,
2009 is shown below:

(in thousands)

Revenue Loss

Actual from July 23, 2009 through December 31, 2 $ 35¢ $464

Incremental Petroleum

On October 27, 2008, the Company announced itatioteto make a cash takeover offer (the “Offehfogh TransAtlantic Australia

Pty. Ltd. (“TransAtlantic Australia”), a wholly-oved subsidiary of the Company, for all of the outdiag common shares of

Incremental, an international oil and gas compé&ay was publicly traded on the Australian Stockhaage. The Offer expired on

March 6, 2009. As of March 6, 2009, the Company edvcommon shares of Incremental representing appately 65.4% of
Incremental’s outstanding common shares, and haaved offers to acquire an additional approximalel.6% of Incremental’s
outstanding common shares. On March 20, 2009, timep@ny purchased 15,025,528 common shares of leatahfrom Mr. Mitchell

(see note 17). The Company acquired these shamashr. Mitchell for cash at a price of AUD $1.088rshare, the same price per share
and pursuant to the same terms as the sharesedduim Incremental’s other shareholders, nonetarw had any relationship with the
Company. Incremental was delisted from the Austratock Exchange on March 26, 2009. At March 8D92the Company had paid

for and owned approximately 96% of the common shaféncremental. On April 20, 2009, the Companiglar and completed the
acquisition of the remaining 4% of Incremental’srtnon shares through an Australian statutory proeedihese shares were acquired at
the same price per share as the previous sharkgaas. In addition, the Company agreed to purcilheéthe outstanding options to
acquire common shares of Incremental. On April2 in exchange for the assignment of the Incréat@ptions to the Company, the
Company paid the Incremental option holders aneggge of $721,000 in cash and issued them an agfgre§101,585 common shares
of the Company and 829,960 common share purchasamsof the Company. Each warrant is exercististaugh April 2, 2012 and
entitles the holder to purchase one common shatleea€ompany at an exercise price of $1.20 per
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share. The common shares and common share punehasats were issued pursuant to an exemption fegistration under Regulation

S of the Securities Act of 1933, as amended (treed8ties Act”). The acquisition of Incremental wacounted for as a business
combination.

The following tables summarize the consideratioid pathe Incremental acquisition, and the prelianinpurchase price allocation of
assets acquired and liabilities assumed recoguizthte acquisition dates, as well as the acquisitiate fair value of the non-controlling
interests in Incremental:

Consideration:

(in thousands

Payment of cash amounting to AUD $83,036,483 ferabquisition of

76,532,473 shares of Incremental, translated ing Dollars based on t

exchanges rates in effect on the dates of thedctiosis, ranging from

February 18, 2009 through March 20, 2( $ 53,94.
Payment of cash to retire sh-based payment arrangements of Increme 721
Total cash consideratic 54,66
Issuance of 101,585 common shares of the Comparetite share-based

payment arrangements of Incremei 71
Issuance of 829,960 warrants to purchase the Coy’s common shares

retire shar-based payment arrangements of Increme 207
Fair value of total consideration transfer $ 54,94

The fair value of the 101,585 common shares ofXbmpany issued as part of the consideration patideinncremental acquisition was
determined on the basis of the closing market pfde Company’s common shares on the acquisitida, or $0.70 per share. The fair
value of the 829,960 warrants of the Company issseplart of the consideration paid in the Incremestquisition was determined using
the Black-Scholes Model using the following assuons: strike price of $1.20 per share, expecteddifthree years based on
management’s expectation that the warrants will@ogxercised until near the end of the 36 moniitreotual term of the warrants,
volatility of 40% based on a third party independeaduation of the warrants offered to the Incretaéoption holders, a 3.5% risk-free
interest rate, and a forecasted dividend rate ob@%ed on the Company'’s historic dividends andéupleins for paying dividends. The
assumptions used in the Black-Scholes Model yieltair value of $0.25 per warrant.

Acquisition-Related Costs:
Included in general and administrative expensetherCompan’s consolidate:

statement of operations for the year ended DeceBthe2009, of which $181,000
was incurred in 2008 and recorded as a deferredjelss at December 31, 2C $817

Recognized Amounts of Identifiable Assets AcquinedLiabilities Assumed at Acquisition:

Financial asset:
Cash, consisting of approximately $1.3 million, Al$B.6 million and

3.5 million Turkish Lira $ 5,54
Accounts receivabl 4,31
Total financial assel 9,86¢

Deferred income tax asst 62€
Other current assets, consisting primarily of pigexpense 1,02z
Qil and gas propertie
Unproved propertie 2,29(
Proved propertie 50,97(
Rigs and related equipme 2,80z
Materials and supplies inventori 1,31z
Total oil and gas propertit 57,37"
Financial liabilities:
Accounts payable, consisting of normal trade olilyes (1,779
Accrued liabilities, consisting primarily of accdieompensated employ

absence (679
Current portion of lon-term deb (2,765
Deferred income taxe (7,925

Long-term debt (1,21%)



Asset retirement obligations, consisting of futphegging and
abandonment liabilities on Incremental’s developetibores as of
March 5, 2009, based on internal and third-partyreges of such
costs, adjusted for a historic Turkish inflatioteraf approximately
7.9%, and discounted to present value using thepaasis credit-

adjusted ris-free rate of 7.29 (3,02%)

Total financial liabilities (17,389

Total identifiable net asse $ 51,50¢
Fair value of non-controlling interest in Incremanbased on the Company’s

acquisition of such interest on April 20, 2009 £dJD $3,475,39¢ $ 2,761

Goodwill $ 6,19¢
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Goodwill represents the excess of the purchase pfia business over the estimated fair value @fdsets acquired and liabilities
assumed. The Company recorded $6.2 million in gdlbdw the acquisition of Incremental. The goodwélates to access to potential
exploration and production opportunities in forejgrsdictions.

Incremental’s results of operations are includethenCompanys consolidated results of operations beginning k&,c2009, which is tk
date the Company first acquired more than 50% afeimental’'s outstanding common shares. The amafiht€remental’s revenue and
earnings included in the Compasyonsolidated statement of operations for thevavalonths ended December 31, 2009 is shown b

(in thousands)
Revenue Earnings

Actual from March 5, 2009 through December 31, 2 $27,33¢ $ 56(

The following table presents pro forma comparatiata that reflects the Company’s revenue, incooss)lbefore income taxes, net
income (loss) and income (loss) per share forwlgve months ended December 31, 2009 and 2008&!aes ihcremental acquisition had
occurred as of January 1, 2008:

Unaudited
December 31 December 31
2009 2008
(in thousands’ (in thousands’
Revenue $ 33,76¢ $ 38,86¢
Income (loss) before income tax (66,589 (16,899
Net income (loss (68,179 (20,786
Basic and diluted income (loss) per st $ (0.32) $ (0.17)

Longe Energy

On September 19, 2008, the Company entered intochase agreement for the acquisition of all ofisseed and outstanding shares of
Longe from Longfellow Energy, LP (“Longfellow”gn entity indirectly owned by Mr. Mitchell, his wifand children, and agreed to m
a concurrent private placement of common sharéiseo€ompany. The transactions closed on Decemh&08® (the “Closing Date”).
Longe became an indirect wholly-owned subsidiarthefCompany on December 30, 2008. Pursuant teethes of the purchase
agreement, the Company acquired all of the issnddatstanding shares of Longe in considerationterissuance of 39,583,333
common shares of the Company and 10,000,000 consirexe purchase warrants. Each warrant entitlelsdlier to purchase one
common share of the Company at an exercise pri¢8.60 per share through December 30, 2011. Cosmilyrwith the acquisition, the
Company issued 35,416,667 common shares at aqir&e 20 per share in a private placement with BaRiata TransAtlantic, LLC
(“Riata TransAtlantic”), Matthew McCann and otherphasers with business or familial relationshifth Wir. Mitchell, resulting in
gross proceeds of $42.5 million to the Company. Mitchell manages Riata TransAtlantic. Mr. McCanmrently serves as the chief
executive officer and a director of the Company, atdhe time of the private placement, was a thireaf the Company. The Company
recorded $1.1 million in transaction costs for thege acquisition and the concurrent private plas@m
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The purchase price of the Longe acquisition isodlews:

(in thousands
Fair value of TransAtlantic common sha $ 28,10¢
Fair value of TransAtlantic common share purchaagant—net 5,22¢
Transaction cost 484
Total purchase pric $ 33,81t

The fair value of the Company’s common shares useétermining the purchase price was $0.71 paredbased on the closing price of
the Company’s common shares on December 30, 20@8falr value of the 10 million common share pusshwarrants was determined
using the Black-Scholes Model with the followingasptions: stock price of $0.71; volatility of 169@févidend rate of 0%; risk-free
interest rate of 1.67%; and term of three years.

The allocation of net assets acquired 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¢

Under the terms of the purchase agreement, the @oyrgssumed Longe’s existing work commitments fidlirdy and other exploratory
activities under its exploration permits in Morocco

5. Restricted cash

Restricted cash represents cash placed in escimwiais or in certificates of deposit that are petlfpr the satisfaction of liabilities or
performance guarantees. At December 31, 2009 ab@, 28stricted cash included:

December 31
2009 2008
(in thousands)

Non-current:
Work programs in Morocc— bank guarantees expiring in one year or $4,01z $ —
Work programs in Morocc— bank guarantees expiring in more than

year 3,50( 3,00(
Settlement provision for Nigerian liabilitie 24C 24C
Operator bon 28 28

Total restricted cas $7,78( $3,26¢

6. Discontinued operations and assets held for sale

In 2007, the Company designated certain oil andpgagerties as held for sale in conjunction wighgtan to sell its proved and
undeveloped interests in the U.S, primarily in T&xXehe Company recorded a write-down in 2007 of@admately $447,000. In
November 2007, the Company sold certain propeirti¢ise U.S. for $4.3 million, and the buyer assurardstimated $2 million in
plugging and abandonment liability associated whthunits. Two properties in Oklahoma have not lz#d. In connection with the
acquisition of Incremental, the Company acquirgdrasts in non-operated properties in Californis.afresult of acquiring these
properties in California, previously reported Ud&continued operations are now continuing andélalts of operations in 2008 and
2007 previously reported as discontinued have bedassified to operating revenues, costs and egsen
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7. Property and equipment

(@) Oil and gas propertiesThe following table sets forth the capitalized sashder the successful efforts method for oil aasl g
properties

December 31
2009 2008
(in thousands)

Oil and gas properties, prov

Turkey $66,31: $ —
Accumulated depreciation, depletion and amortize (2,487 —
Oil and gas properties, unprov
Morocco $ 4,77¢ $ 10¢
Romania 3,07z 402
u.s 1,327 —
Turkey 3,19¢ 1,227
Net oil and natural gas properti $76,19: $1,73:

At December 31, 2009, the Company excluded $10l&mirom depletion for development wells currenith progress and for
fields currently not in production. At December 2008, the Company did not have any proved progserti

During the year ended December 31, 2009, the Coynipanrred approximately $32.2 million in exploratalrilling costs, of whic
$24.3 million was charged to earnings (includedploration, abandonments and impairment expemsk$a.9 million remained
capitalized at year end. The Company did not redlaany of its exploratory well costs to proveaperties during 2009.

Uncertainties affect the recoverability of thesetsas the recovery of the costs outlined aboveependent upon the Company
obtaining government approvals, obtaining and nadiimg licenses in good standing and achieving cersial production or sale.

(b) Drilling services and other equipmenThe historical cost of drilling services and otkeguipment, presented on a gross basis
accumulated depreciation is summarized as follt

December 31,

2009 2008
(in thousands)
Drilling services equipmer $ 66,87 $35,92/
Inventory 22,001 4,29:
Gas gathering system and facilit 7,612 —
Seismic equipmer 6,78¢ —
Vehicles 1,822 301
Office equipment and furnitui 1,54¢ 36¢€
Accumulated depreciatic (5,570) (53)
Net drilling services and other property and equépt $101,07: $40,83:

At December 31, 2009, the Company excluded $7.6omifor the gas gathering system and facilitiek 3$million of seismic equipment
and $22.0 million of inventory from depreciationthe equipment had not been placed into servic®esember 31, 2008, the Company
excluded $40.0 million of equipment from depreciatas the equipment had not been placed into servic

8. Commodity derivative instruments

The Company utilizes collar derivative contracthiéalge against the variability in cash flows assteci with the forecasted sale of its
future oil production. The Company has not desigtiahe derivative financial instruments to whiclsia party as hedges, and
accordingly, records such contracts at fair valug r@cognizes changes in such fair value in cueamnings as they occur.

The Company’s commodity derivative contracts areiea at their fair value on its consolidated bakasheet under either the caption
“Derivative liabilities” or “Derivative assets.” EhCompany recognizes unrealized and realized gaiddosses related to these contracts
on a mark-to-market basis in its consolidated statg of operations under the caption “Gain (lossfommodity derivative contracts.”
Settlements of derivative contracts are includedgerating cash flows on its consolidated stateraeoash flows.
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At December 31, 2009, the Company had outstandingracts with respect to its future crude oil pratihn as set forth in the table
below:

Weighted
Weighted Average Estimated Fair
Quantity Average Maximum Price

Minimum Value of

Period (Bbl/day) Price (per Bbl) (per Bbl) Liability
(in thousands)
Collar January 1, 201— December 31, 201 80C $ 61.5( $ 89.1: $ (762)
Collar January 1, 201— December 31, 201 70C $ 61.5( $ 102.0( (682)
Collar January 1, 201— December 31, 201 60C $ 61.5( $ 109.8: (47¢)

$ (1,929

As of December 31, 2009, the Company recorded anrelized loss on commodity derivative contraét$1.9 million on the above
open derivative contracts. The Company was noygarany derivative contracts for the comparablequs of 2008 or 2007.

9. Asset retirement obligations

As part of its development of oil and gas propertthe Company incurs asset retirement obligatfthB0O"). The Company’s ARO
results from its responsibility to abandon andagulits net share of all working interest propextiend facilities. At December 31, 2009,
the net present value of the Company’s total AREstimated to be $3.1 million, with the undiscodntalue being $8.6 million. Total
ARO at December 31, 2009 shown in the table belosists of amounts for future plugging and abandantriabilities on the
Company’s wellbores and facilities based on inteana third-party estimates of such costs, adjuiiedhflation rate of approximately
6.5% per annum, and discounted to present valung tise Company’s credit-adjusted risk-free rat@.@fo per annum.

2009 2008
(in thousands)
Asset retirement obligation Januar $ 14 $ 8
Incremental acquisition (note 3,02t —
EOT acquisition (note £ 37 —
Change in estimate (1,169 —
Foreign exchange change eff 48~ —
Additions 563 —
Accretion expens 164 __ 6
Asset retirement obligation at December $ 3,12¢ $ 14

10. Loans payable
Senior credit facility

On December 21, 2009, the Company’s wholly-owndisiliaries, DMLP, Ltd., TransAtlantic Explorationediterranean International
Pty. Ltd. (“TEMI”), Talon Exploration, Ltd. and TrsAtlantic Turkey, Ltd. (collectively, the “Borrow&) entered into a three year ser
secured credit facility with Standard Bank Plc &MP Paribas (Suisse) SA. The credit facility ismgueed by the Company and each of
Incremental Petroleum (Selmo) Pty. Ltd., TransAitaRetroleum (USA) Corp. and TransAtlantic Worldej Ltd. (collectively, the
“Guarantors”). The credit facility is secured byrgceivables due under each Borrower’s hydrocadades contracts; (ii) the Borrowers’
bank accounts which receive the payments due Baleowers’ hydrocarbon sales contracts; (iii) thares of each of DMLP, Ltd.,
Talon Exploration, Ltd., TEMI and TransAtlantic ke, Ltd.; and (iv) substantially all of the presand future assets of the Borrowers.
The initial borrowing base under the credit fagilg $30 million, and the borrowing base will bedetermined at least semi-annually
based on the Company’s hydrocarbon reserves inejuakDecember 31st and June 30th of each yealehters have aggregate
commitments of $30 million. On June 21, 2011 anthd¢hAree month anniversary thereof, the lendensim@ments under the credit
facility are subject to reduction by 14.3% of the@mmitments existing on March 21, 2011.

Loans under the credit facility will accrue interasa rate of three month LIBOR plus 6.25% peruannlf an event of default shall occur
and be continuing, all loans under the credit figciill bear an additional interest rate of 2.0%r mnnum. As of December 31, 2009, the
Company had not drawn on the facility. The Complaay deferred $1.9 million in placement fees andgiaisse costs associated with the
credit facility that will be amortized over the #eryear contractual period, using the effectivédyieethod.

Pursuant to the credit facility, TEMI entered iztro cost collars with Standard Bank Plc and BNibBs, which hedge the price of oil
during 2010, 2011 and 2012 under the terms sdt fmtow.

Quantity
Weighted Average Weighted Average
Year (Bbl/day) Minimum Price (per Bbl) Maximum Price (per Bbl)

2010 80C $ 61.5( $ 89.1:



2011 70C $ 61.5( $ 102.0(
2012 60C $ 61.5( $ 109.8:
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Incremental loan

On November 28, 2008, the Company entered inteditcagreement (the “Credit Agreement”) with Dal€he purpose of the Credit
Agreement was to fund the cash takeover Offer an3Atlantic Australia for all of the outstandingass of Incremental (see notes 4 and
17).

Pursuant to the Credit Agreement, as amended, umté 30, 2009, the Company could request advdraadalea of (i) up to $62

million for the sole purpose of purchasing Incretaénommon shares in connection with the Offersplklated transaction costs and
expenses; and (ii) up to $14 million for generapowate purposes. Advances under the Credit Agreeretated to the Incremental
acquisition were denominated in U.S. Dollars, batevadvanced in Australian Dollars at an agreeah wporency exchange rate of AUD
$1.00 to US $0.7024. Advances under the Credit &ment for general corporate purposes were denoedirzatd advanced in U.S.
Dollars.

The aggregate unpaid principal balance, togethtr &ali accrued but unpaid interest was immediadely and payable by the Company
upon the earliest of (i) April 20, 2010; (ii) thate of any change in ownership of or control oediion over, directly or indirectly, 20%
more of the outstanding voting securities of thenpany; and (iii) the occurrence of an event of difa

The total outstanding balance of the advances mader the Credit Agreement accrued interest ateaofal 0% per annum, calculated
daily and compounded quarterly. Interest was payhblthe Company on the first day of each MarcheJ®eptember, and December
during the term of the loan. Following an eventefault, the outstanding balance would accrue motdit interest at a rate of 4% per
annum until the event of default was cured or weivithe Company could prepay the loan at any tinferbenaturity without penalty.

The Credit Agreement was secured by all of thequeaisproperty or assets of the Company’s wholly-edveubsidiary, TransAtlantic
(Holdings) Australia Pty. Ltd., including all ofdétordinary shares in the capital of TransAtlanticstalia.

The Company borrowed an aggregate of $64.6 milliotder the Credit Agreement and paid $2.0 milliomberest during 2009. The loan
was repaid in full on June 23, 2009, at which time Credit Agreement was terminated.

TEMI loans

Upon the acquisition of Incremental, the Compangalbee party to a loan which TEMI had entered inte (fTEMI Credit Agreement”)
with Turkiye Garanti Bankasi. TEMI borrowed $5.5llioh under the TEMI Credit Agreement in order tmél drilling and development
activity in the Selmo oil field. The amortizing lodad a fixed interest rate of 7.6% per annum,aihautstanding principal and interest
under the TEMI Credit Agreement was due Augustold,®2 The TEMI Credit Agreement was repaid in fultidg December 2009, at
which time the TEMI Credit Agreement was terminated

In addition, TEMI has entered into unsecured nderest bearing stand-by credit agreements witlea lsank. At December 31, 2009,
there were outstanding borrowings of $95,000, lardrantees totaling 540,000 Turkish Lira (approxétya$350,000), and a $324,000
bank guarantee issued in September 2009 relafEENt’s Istanbul office lease under these lines.

The following table details the Company’s outstaigdixed-rate debt:

Fixed Rate Debt Amount Rate Principal Due In
(in thousands)
2010 2011 Thereafter

At December 31, 200 — _ _

Current
TEMI - unsecured line of crec $ 95 — % $ 95 — —
Related party promissory note (notes 17 anc $5,90¢ 10.C% (1) $5,90¢ —
EOT acquisition promissory note (note $1,50C 3.C% $1,50C — —
At December 31, 200 $7,501 $7,501 — —

(1) On February 19, 2010, the related party note waended. See note 1
The Company uses the negotiated rates in detergnihanfair value of the debt.
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11. Stockholders’ equity
November 2009 share issuance

On November 24, 2009, the Company closed a Regul&ioffering of common shares outside the UnitiateS and a concurrent
Regulation D private placement of common sharddénthe United States to accredited investorshénaggregate, the Company sold
48,298,790 common shares at a price of Cdn $2.86quemon share, raising gross proceeds of appraglyn@dn $113.5 million
(approximately $106.9 million). Of the 48,298,73fivumon shares sold, the Company offered and soE5420 common shares to
Dalea. The Company intends to use the proceedstfreraffering for its 2010 capital expendituresgraom and for general corporate
purposes. Concurrently with the offerings, the Campcompleted a Regulation D private placementodccredited investors in the
United States of 750,000 common shares at Cdn $&B86ommon share for gross proceeds of approxiyn@an $1.76 million
(approximately $1.66 million). In connection withese offerings, the Company entered into a regjistraights agreement providing for
the registration of up to 48,298,790 common shesased in these offerings (the “Registrable Seies, of which 42,838,451 shares
have been registered for resale under the SecuAtie

Pursuant to the registration rights agreement, ecenber 23, 2009, the Company filed a registragtatement on Form S-1 registering
the resale of 42,838,451 common shares. The ratigsirstatement was declared effective on Janua2@I0. The Company is requirec
use its commercially reasonable efforts to keepelgestration statement effective until all of tRegistrable Securities have been sold or
may be sold pursuant to Rule 144 of the Securitietsby non-affiliates of the Company. The Comparilf pay the holders of the
Registrable Securities liquidated damages in cgshldo 1% of the purchase price of the Registr&8gleurities held by them on May 24,
2010 (approximately Cdn $1 million or $975,000%h& Company (a) is not on such date subject toeperting requirements of

Section 13 or 15(d) of the Securities ExchangeoAd934, as amended (the “Exchange Act”); (b) hatseen for a period of at least 90
days immediately before such date, subject toaperting requirements of Section 13 or 15(d) offlxehange Act; or (c) has not filed
required reports under Section 13 or 15(d) of thehlange Act, as applicable, during the twelve memiteceding such date, other than
Form 8-K reports, as a result of which the holagrRegistrable Securities who are not affiliateshef Company would not be able to sell
their Registrable Securities under Rule 144.

Notwithstanding the foregoing, in no event will BaJ an entity controlled by the Company’s chairnin,Mitchell, be entitled to
receive any liquidated damages under the registraights agreement. The Company has not recordiatibity for liquidated damage
payments under the registration rights agreement.

June 2009 share issuance

On June 22, 2009, the Company closed a Regulatadfe8ng of common shares outside the United Statel a concurrent Regulatior
private placement inside the United States to aliter investors. In the aggregate, the Company $8J877,300 common shares at a
price of Cdn $1.65 per common share, raising goosseeds of approximately Cdn $162.3 million (apprately $143.1 million). Of the
98,377,300 common shares sold, the Company oftemddsold 41,818,000 common shares to Dalea. Inemiom with these offerings,
the Company entered into a registration rightsemgent providing for the registration of up to 9&, 800 common shares issued in these
offerings, of which 55,544,300 shares have beeistergd for resale under the Securities Act.

April 2009 equity issuance in connection with thedremental acquisition

In April 2009, the Company issued 101,585 commanresh of the Company and 829,960 common share peaaeharrants of the
Company to retire share-based payment arrangerothtsremental. Each warrant is exercisable throfighl 2, 2012 and entitles the
holder to purchase one common share of the Comataauy exercise price of $1.20 per share (see note 4

December 2008 private placement of shares and Loagguisition

In December 2008, the Company acquired 100% oistheed and outstanding shares of Longe from Loluyfeh consideration for the
issuance of 39,583,333 common shares of the Conmguashyt0,000,000 common share purchase warrants.vizacant entitles the hold

to purchase one common share at an exercise gr&@0 per share through December 30, 2011. Coertly, the Company issued
35,416,667 common shares at a price of $1.20 @eesh a private placement with Dalea, Riata Tratestic, Matthew McCann and
other purchasers with business or familial relafops with Mr. Mitchell, resulting in gross proceeaf $42.5 million. Mr. Mitchell
manages Riata TransAtlantic. Mr. McCann currentiyss as the chief executive officer and a directdhe Company and, at the time of
the private placement, was a director of the Comp@he Company recorded $1.1 million in transactiosts for the Longe acquisition
and the concurrent private placement.
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April and May 2008 private placement of shares

In April and May 2008, the Company issued 10,000,60dmmon shares and 25,000,000 common sharesctieghe to Riata
TransAtlantic, Dalea and certain friends and farifiyir. Mitchell in connection with a two-stage yaie placement transaction
announced in March 2008. The private placementsdtegkin gross proceeds of Cdn $12 million.

Restricted stock units

On February 9, 2009, the Company’s board of dirscpproved the Company’s 2009 Long-Term Incerféilaa (the “Incentive Plan”),
pursuant to which the Company can award restristieck units (“RSUs”) and other share-based compimstd certain of its directors,
officers, employees and consultants. In additionf-ebruary 9, 2009, the Company’s board of direcémproved awards of RSUs to
certain directors, officers, employees and conststal he Incentive Plan was approved at the Conipamnual and special meeting of
shareholders on June 16, 2009. Share-based contiparsgpense of $1.2 million, $0, and $0 with redpge RSU awards was recorded
for the years ended December 31, 2009, 2008 and, 28§pectively.

Under the Incentive Plan, RSUs vest over specfieribds of time ranging from immediately to fouayg RSUs are deemed full value
awards and their value is equal to the market pricee Companys common shares on the grant date. ASC 718 reghméghe Incentiv
Plan be approved in order to establish a grant tlatder ASC 718, the approval date for the IncenBlan was February 9, 2009, the
the board of directors approved the Incentive Plan.

Each RSU is equal in value to one common shareeo€ompany on the grant date. Upon vesting, anaaplis entitled to a number of
common shares of the Company equal to the numbestéd RSUs. The RSU awards can only be settledntmon shares. As a result,
RSUs are classified as equity. At the grant dae Qompany makes an estimate of the forfeituresa®d to occur during the vesting
period and adjusts its compensation cost accongifigle current forfeiture rate is estimated to B&1The following table sets forth R!
activity for year ended December 31, 2009:

Number of Weighted
Units Average Grant
(in thousands Date Fair Value
Unvested restricted stock units outstanding at Bées 31,

2008 — —
Granted 2,36: $ 1.22
Unissued grant (3) $ 2.64
Vested (249 $ 1.0Z

Unvested restricted stock units outstanding at Béoes 31,
2009 2,117 $ 1.2¢

As of December 31, 2009, the Company had approeim&tl.3 million of unrecognized compensation exgeerelated to unvested RSI
which is expected to be recognized over 2.5 years.

Stock option plan

The Company’s Amended and Restated Stock Optiam R206) (the “Option Plan”) terminated on June 2@)9. All outstanding
awards issued under the Option Plan remained lifidiide and effect. All options presently outstarglunder the Option Plan have a five-
year term.

Under the Black-Scholes Model, the fair value dbatstanding options under the Option Plan isuated at approximately $383,000,
$583,000 and $554,000 and is recognized as shasgtli@mpensation expense for the year ended Dec&hh2009, 2008 and 2007,
respectively. At December 31, 2009, the unamorteamadunt of share-based compensation expense wz30®7Which is expected to be
recognized over a weighted average period of lems dtne year. The Company did not grant any stptikres during the year ended
December 31, 2009. The estimated average granfalatealue of options issued during 2008 and 26@8 $1.16 and $0.40, respectiv:
determined using the Black-Scholes Model with t#ing 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: 14-T7% 71-172%
Forfeiture 10% 10%
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Details of the Option Plan at December 31, 2009828nd 2007 are presented below.

ired)

2009 2008 2007
Weighted Weighted Weighted
Number of Average Number of Average Number of Average
Exercise Exercise Exercise
Options Price Options Price Options Price
Outstanding at January 4,41: $ 0.8t 4,28t $ 0.8C 228 $ 0.87
Granted — — 44C 1.2t 2,27( 0.72
Expired (310  (0.90 (65) (0.99) (80)  (0.82)
Exercisec (780) (0.79) (247) (0.60) (185) (0.74)
Outstanding at December ? 3,32¢ 0.8¢ 441: $ 0.8F 4,28 $ 0.8C
Exercisable at December : 3,17 0.8¢ 3,65¢ $ 0.8% 2957 $ 0.8¢
The following table summarizes information abowc&toptions as of December 31, 2009:
Options Outstanding Options Exercisable
Weighted-
Average
Options
Exercisable
Remaining
Weighted- Weighted- Contractual
Range of Prices Shares Average Intrinsic Value - Shares Average Intrinsic Value - Life
Low High (in thousands) Exercise Price (in thousands) (in thousands) Exercise Price (in thousands) (years)
$0.31 $ 0.74 74E $0.31 $2,317 748 $0.31 $2,317 2.9¢
$0.75 $ 0.9¢ 47¢ $0.9( $1,197 47¢ $0.9( $1,197 0.7¢
$1.0C $ 1.2C 1,68( $1.0% $4,01¢ 1,68( $1.0: $4,01¢ 1.8¢
$1.2: $ 1.32 42% $1.2¢ $91¢ 277 $1.2¢ $601 3.4¢
3,32 $0.8¢ $8,44" 3,171 $0.8¢ $8,13( 2.1¢

12. Income taxes

On October 1, 2009, the Company continued out ofa@a into Bermuda. Based upon a preliminary vadnathe Company believes its
estimated value is below its tax basis. The inctameprovision differs from the amount that woulddigained by applying the Bermuda
income tax rate of 0% (for 2009) and the Canadasidifederal and provincial income tax rate (fod2@nd 2007) to net loss for the year

as follows:
(in thousands) 2009 2008 2007
(in thousands)

Statutory tax rat 0.0(% 29.5(% 32.12%

Loss before ta $(60,71%) $(16,47Y $(6,31¢)

Expected income tax reductir — (4,860 (2,029

Increase (decrease) resulting fr
Stoclk-based compensatic 85 172 17¢
Change in tax rate due to operating jurisdic (4,69¢) (36€) 787
Expiration of tax deductior — 10z 95
Change in valuation allowan: (3,519 5,16( 1,15¢
Continuance out of Canau 8,601 — —
Other 82¢ (208) (189

Total $ 1,29¢ $ — $§ —
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The components of the net deferred income taxliiplait December 31, 2009, 2008 and 2007 are #sviel

(in thousands) 2009 2008 2007

Deferred income tax liabilitie
Property and equipme $(11,72Y $ — $ —
Foreign exchange loss (28) $ — $ —

Deferred income tax asst
Property and equipme 563 26C 26€
Operating loss car-forwards 24,02: 18,84¢ 13,84
Capital loss carl-forwards — 1,112 95¢
Unrealized derivative los 39t — —
Inventories 422 — —
Accrued liabilities & othe 1,06¢ — —
Share issue cos — 54 112
Provision for asset retireme 69¢ — —
Debt financing fee — 68 —
Valuation allowanct (22,88) (20,349 (15,189
Net deferred tax asset (liabilit $ (7,476 $ — $ —

The Company has accumulated losses or resourdedealaductions available for income tax purposéiuikey, Romania and the U.S.
No recognition has been given in these consolidfiteghcial statements to the future benefits thay mesult from the utilization of losses
for income tax purposes. The Company has non-ddpkdosses in Turkey of approximately 77.6 miflidurkish Lira (approximately
$51.3 million), which expire commencing in 2011 nacapital losses in Romania of approximately 22itlan Romanian New Leu
(approximately $7.5 million), which expire commemgiin 2011; and non-capital losses in the U.S ppfaximately $32.5 million, which
expire commencing in 2010.

Effective October 1, 2009, the Company continuethéojurisdiction of Bermuda. The Company has deieed that no taxes were
payable upon the continuance. However, the Compgaay filing positions can still be subject to mwiby taxation authorities who may
successfully challenge the Company’s interpretatibtihe applicable tax legislation and regulatiomih the result that additional taxes
could be payable by the Company.
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13. Segment information

In accordance with ASC 288egment ReportinASC 280”) (formerly SFAS No. 13Disclosures about Segments of an Enterprise
Related Informatior), the Company has two reportable operating segnerploration and production of oil and natured g&&P”) and
drilling services, within three reportable geogramegments: Romania, Turkey and Morocco. Summaifirancial information
concerning the Company’s geographic segments isrsiothe following tables:

Corporate Romania Turkey Morocco Total
(in thousands)

For the year ended December 31, 2!

Net revenue $ 13 $ — $3045( $ — $ 30,58t
Inter-segment revent — — (1,316) — (1,316)
Total revenue 13t — 29,13« — 29,26¢
Production 211 34 9,85¢ 69 10,16¢
Exploration, abandonment and impairm 2,30¢ 6,58¢ 4,94¢ 10,95¢ 24,79
Seismic and other exploratit 462 98 7,234 2,745 10,53¢
International oil and gas activitit 2,68¢ 58€ 4,59¢ 4,48¢ 12,34¢
General and administrati\ 12,12¢ 342 3,28¢ 37t 16,12¢
Depreciation, depletion and amortizati 13¢ 24 5,074 2,711 7,94
Accretion of ARO — — 164 — 164
Total costs and expens 17,92: 7,67C 35,15( 21,33¢ 82,08:
Operating los: 17,78 7,67( 6,01¢ 21,33¢ 52,81:
Loss on commodity derivative contra — — 1,922 — 1,922
Interest and other expen 5,411 10 58¢ 18¢€ 6,197
Interest incomt (200 (7 (65) (41) (213)
Loss before income tax 23,09¢ 7,67 8,461 21,48¢ 60,71¢
Provision for income taxe — — 1,29¢ — 1,29¢
Net loss 23,09¢ 7,67 9,76( 21,48¢ 62,017
Non-controlling interest, net of te 12¢ — — — 12¢
Net loss attributable to TransAtlantic Petroleurd.| $23,227 $7,67¢ $ 9,76( $21,48¢ $ 62,14¢
Segment asse $92,72¢  $6,27¢  $162,56( $45,51¢  $307,08:
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For the year ended December 31, 2!
Total revenue

Production

Seismic and other exploratic
International oil and gas activitit
General and administrati\
Depreciation, depletion and amortizati
Accretion of ARO

Total costs and expens
Operating los!
Interest and other expen

Interest incom
Net loss attributable to TransAtlantic Petroleurd.|

Segment asse

For the year ended December 31, 2!
Total revenue

Production

International oil and gas activitit
General and administrati\
Depreciation, depletion and amortizati
Settlement provisio

Accretion of ARO

Total costs and expens
Operating los:

Loss on writ-down of asset
Interest and other expen
Interest incomt

Net loss attributable to TransAtlantic Petroleurd.|

Segment asse
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Corporate Romania Turkey Morocco

Total

(in thousands)

$ 111 $ — $ — $ — $ 111
73 — — — 73
— — — 7,901 7,901
1,28i 762 917 2,217 5,18:
3,592 — — — 3,59:
26 6 — 21 53
6 — — — 6
4,98¢ 76€ 917 10,13¢ 16,80¢
4,87: 76¢€ 917 10,13¢ 16,691
78 — — 38 11€
(27€) — — (62) (33¢)
$ 467 $ 76¢ $ 917 $10,11f $16,47:
$39,48( $2,38] $10,23( $29,16:  $81,25¢
Corporate Romania Turkey Morocco Total
(in thousands)
$ 658 $ — $— $ — $ 65%
1,167 — — — 1,16i
517 811 23¢ 74% 2,31
2,67: — — — 2,67
80 — — — 8C
(319) = = = (319
72 — — 72
4,19¢ 811 23¢ 74F 5,991
3,54: 811 23¢ 74% 5,33¢
447 — — — 447
711 — — 62 77%
(144 — — (96) (240)
$ 4,557 $ 811 $23¢ $ 711 $6,31¢
$ 2,53¢ $ 30 $ 63 $2,19¢ $5,107
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Summarized financial information concerning the @amy’'s operating segments is shown in the followatges:

E&P Drilling Corporate Total
(in thousands)

For the year ended December 31, 2!

Net revenue $ 27,68 $ 2,90¢ — $ 30,58t
Intel-segment revenug — (1,31¢6) — (1,316)
Total revenue 27,68! 1,58¢ — 29,26¢
Production 10,16¢ — — 10,16¢
Exploration, abandonment and impairm 24,791 — — 24,79
Seismic and other exploratic 10,53¢ — — 10,53¢
International oil and gas activitit 5,23¢ 4,42¢ 2,68¢ 12,34¢
General and administrati\ 3,50¢ 49t 12,12¢ 16,12¢
Depreciation, depletion and amortizati 4,58 3,22z 13z 7,94
Accretion of ARO 164 — — 164
Total costs and expens 58,99t 8,14: 14,94: 82,08:
Operating los: 31,31¢ 6,55k 14,94 52,81
Loss on commodity derivative contra 1,922 — — 1,92:
Interest and other expen 51¢ 26¢€ 5,411 6,197
Interest incom: (93 (20 (100) (213)
Loss before income tax 33,66! 6,80: 20,25 60,71¢
Provision for income taxe 1,08( 21¢ — 1,29¢
Net loss 34,741 7,02 20,25 62,011
Non-controlling interest, net of te — — 12¢ 12¢
Net loss attributable to TransAtlantic Petroleurd.| $ 34,74 $ 7,027 $20,38: $ 62,14¢
Segment asse $158,85¢ $55,50! $92,72¢ $307,08:
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E&P Drilling Corporate

Total

(in thousands)
For the year ended December 31, 2!

Total revenue $ 111 $ — $ — $ 111
Production 73 — — 73
Seismic and other exploratic 7,901 — — 7,901
International oil and gas activitit 3,89¢ — 1,287 5,18
General and administrati\ — — 3,59: 3,59
Depreciation, depletion and amortizati 27 — 26 53
Accretion of ARO 6 — — 6
Total costs and expens 11,90: — 4,90 16,80¢
Operating los! 11,79 — 4,90¢ 16,69°
Interest and other expen 38 — 78 11€
Interest incomt (27€) — (62 (33¢)
Loss before income taxi 11,55« — 4,921 16,47¢
Benefit (provision) for income taxe — — — —
Net loss attributable to TransAtlantic Petroleurd.| $1155¢ $§ — $ 4,921 $16,47¢
Segment asse $14,33:  $35,74¢ $31,171 $81,25¢
E&P Drilling Corporate Total
(in thousands)

For the year ended December 31, 2!

Total revenue $ 652 $— $ — $ 652
Production 1,167 — — 1,167
International oil and gas activitit 1,79t — 517 2,312
General and administrati\ — — 2,67: 2,67
Depreciation, depletion and amortizati 8C — — 8C
Settlement provisio (319) — — (31z
Accretion of ARO 72 — — 72
Total costs and expens 2,801 — 3,19(C 5,991
Operating los: 2,14¢ — 3,19( 5,33¢
Loss on writ-down of asset 447 — — 447
Interest and other expen 62 — 711 773
Interest incom (144 — (96) (240
Net loss attributable to TransAtlantic Petroleurd.| $2,51: $ — $ 3,80¢ $6,31¢
Segment asse $2,56¢ $— $ 2,53¢ $5,107
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14. Financial instruments

Cash and cash equivalents, receivables, accouyablgaand accrued liabilities were each estimatdthve a fair value approximating
carrying amount at December 31, 2009 and 2008talthee short maturity of those instruments.

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 etarklue of the Company’s fixed rate debt due ffedinces between the current market
interest rates and the rates governing its notes.

Foreign currency risk

The Company has underlying foreign currency exchaate exposure. The Company’s currency exposatatento transactions
denominated in the Australian Dollar, Canadian 89lBritish Pound, European Union Euro, Romaniaw Neu, Moroccan Dirham and
Turkish Lira. Foreign currency forward contractvéaot been used to manage exchange rate fluatsafilhe Company agreed to a fi
currency exchange rate of AUD $1.00 to US $0.702hé Credit Agreement with Dalea (see note 10)iriguhe year ended

December 31, 2009, the loan was repaid in itsegtaind the Credit Agreement was terminated. Theltiag realized exchange loss was
$4.2 million. At December 31, 2009, the Company Gad $55.7 million (approximately $53 million), 98illion Euros (approximately
$14.0 million) and 460,000 Turkish Lira (approximigt$305,000) in cash and cash equivalents, whigloges the Company to exchange
rate risk based on fluctuations in the value of@lamadian Dollar, Euro and Turkish Lira.

Commodity price risk

The Company is exposed to fluctuations in commoglityes for crude oil. Commodity prices are affeldy many factors including but
not limited to supply and demand. At December 0®the Company was a party to commodity derivatimetracts. See note 8.

Concentration of credit risk

The majority of the Company’s receivables are withie oil and gas industry, primarily from its irsdity partners and from government
agencies. Included in receivables are amountsrdae the national oil company of Turkey, which puasés all of the Company’s oil
production in Turkey. The receivables are not ¢etiized. To date, the Company has experiencethmairbad debts, and has no
allowance for doubtful accounts. The majority af thompany’s cash and cash equivalents are helgsrbg financial institutions in the
U.S. and Turkey.

The Company has adopted ASC 820, which becametigédor financial assets and liabilities of ther@any on January 1, 2008 and
non-financial assets and liabilities of the Companylanuary 1, 2009. This standard defines fairejadstablishes a framework for
measuring fair value and expands disclosures dhoutalue measurements. ASC 820 does not requiyenaw fair value measurements,
but applies to assets and liabilities that areireduo be recorded at fair value under other asting standards.

ASC 820 characterizes inputs used in determiniitgszédue according to a hierarchy that prioritizesse inputs based upon the degree to
which they are observable. The three levels ofdiresalue measurement hierarchy are as follows:

Level 1  Unadjusted quoted prices in active markets thatacessible at the measurement dat
identical, unrestricted assets or liabiliti

Level 2  Quoted prices in markets that are not active, puti® which are observable, either directly
indirectly, for substantially the full term of tlasset or liability

Level 3 Measured based on prices or valuation models doatired inputs that are both significant to the
fair value measurement and less observable foctbgesources (i.e., supported by little or no
market activity).
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As required by ASC 820, financial assets and litdd are classified based on the lowest levehptit that is significant to the fair value
measurement. The Company’s assessment of theisggiié of a particular input to the fair value meament requires judgment, which
may affect the valuation of the fair value of assatd liabilities and their placement within thi fealue hierarchy levels. The
determination of the fair values, stated belowesainto account the market for the Company’s fingrassets and liabilities, the
associated credit risk and other factors as redu®C 820. The Company considers active marketisas® in which transactions for the
assets or liabilities occur in sufficient frequeranyd volume to provide pricing information on argoimg basis.

The following table summarizes the valuation of @@mpany’s financial assets and liabilities as eE&@mber 31, 2009:

Fair Value Measurement Classification

Quoted Prices in
Active Markets for

Identical Assets ol Shaervable mput Unobaeabie Input
Liabilities
(Level 1) (Level 2) (Level 3) Total
(in thousands)

Assets (liabilities)
Fixed rate dek $ — $ (7,50)) $ — $(7,50))
Senior credit facility — — — —
Crude oil derivative contrac — (1,929 — (1,929
Total $ — $ (9,429 $ — $(9,42:

15. Commitments

The Company has remaining work program commitmienkdorocco of the following amounts based uponyfidlinded bank guarantees:
$2 million under its Guercif exploration permit8 fillion under its Ouezzane-Tissa exploration gexn$1 million under its Tselfat
exploration permit and $1.5 million under its Asilaxploration permit. The bank guarantees are estiperiodically based on work
performed. In the event the Company fails to penftine required work commitments, the remaining amofi the bank guarantees wo
be forfeited.

On March 3, 2009, the Company amended the leastsfDallas, Texas office space extending the teerecember 31, 2013. In
Morocco, the Company has entered into three-yesekfor two offices and an apartment, along wit+gear leases for an apartment
and an operations yard. In Romania, the Companyhes/ear leases for an office and an apartmerituikey, the Company has entered
into a three-year lease for the office space nlstil, short term leases of two apartments in kathra five-year lease (4 years remaining)
for an operations yard in Diyarbakir and a one-yease for apartments and office space at a hofElikey. The Company’s aggregate
annual commitments as of December 31, 2009 arellasvt:

Payments Due by Yeal

Total 2010 2011 2012 2013 2014 Thereafter

(in thousands)
Leases and othu $513 $161C $ 1,38 $1,17C $61¢ $— $ 351
Contracts 17,00( 13,20( 3,80( — — — —
Permits 5,65¢ 70E 4,95( — — — —

$27,79C  $1551f $10,13¢ $1,17(C $61¢ $— $ 351

Normal purchase arrangements are excluded frortatite as they are discretionary and/or being pevéar under contracts which are
cancelable immediately or with a 30-day notice qubri
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The Company’s commitments under its permits andraots require the Company to complete certain vpodiects on the relevant
permit or license within a specified period of tinffdhe Company’s current commitments under its psramd contracts are due in 2010
and 2011. If the Company fails to complete a wa§grt by the specified deadline, the Company wdase its rights in such license or
permit, and in the case of the Asilah, Tselfat, Zra@e-Tissa and Guercif permits, any remaining arhofithe bank guarantees would be
forfeited.

The Company’s commitments for permits as of Decearite2009 included commitments to:

» Drill one well on the Tselfat permit in Morocco 2010;

»  Drill one well on the lzvoru permit in Romania i 10;

» Drill one well on one of the Midyat permits in Tekin 2010;

»  Drill one well on one of the Tuz Golu permits inrkay in 2011; ant

» Conduct miscellaneous exploratory activities onesalof the Compar's Turkish licenses
The Company’s commitments for contracts as of Ddar31, 2009 included commitments to:

* Complete drilling of one well on one of the Ouezzdrissa permits, drill a second well on one ofGhe=zzane-Tissa permits and
drill one well on the Asilah permits in Morocco2010 in accordance with the Company’s farm-out exgeent with Direct
Petroleum Morocco, Inc. and Anschutz Morocco Coafion;

» Drill one well on license 4325 in Turkey in 2011dncordance with the Compé's agreement with Selsinsan Petrol Mac

» Drill one well on one of the Malatya licenses infRey in 2011 in accordance with the Company’s agesg with Selsinsan Petrol
Maden; anc

» Drill one well on one of the Guercif licenses in idoco in 2010 in accordance with the Company’s exgient with Stratic Energy
Corporation

16. Contingent liability

Incremental has been involved in litigation withrgans who claim ownership of a portion of the stefat the Selmo field in Turkey.
These cases are being vigorously defended by Iresrerhand Turkish governmental authorities. The gamy does not have enough
information to estimate the potential additiona¢giing costs the Company would incur in the eteatpurported surface ownerdaims
are ultimately successful. Any adjustment arisiongaf the claims will be recorded when it becomeewn.

17. Related party transactions
Debt transactions

In April 2007, the Company entered into a $3 millghort-term standby bridge loan from Quest Cafitap. (“Quest”). The Company
drew down $3 million on the loan in the second tgraof 2007. In August 2007, the Company incredbedoan facility to $4 million an
drew down the additional $1 million. The Comparsuisd 503,823 common shares to Quest at an aggredaéeof approximately
$359,000 as it drew on the loan. In November 2885 Company paid down $2 million in principal oe than and extended the maturity
date on the outstanding principal balance of $2anito March 31, 2008. Quest extended the matwéte to April 30, 2008 to facilitate
the closing of the loan with Riata Management, L{ERiata Management”), as described below. The Campapaid the loan in full on
April 8, 2008. The Quest loan incurred interest aate of twelve percent (12%) per annum, calcdldtgly and compounded monthly,
and the Company paid an aggregate of $392,46%ereist and fees on the loan. The Company curreagyone director in common with
Quest, Mr. Brian Bayley, who currently serves a€f\s president and chief executive officer. At tiinge of the Quest transactions, the
Company had two directors in common with QuestndBayley served as Quest’s chief executive offidgansactions with Quest
were conducted on an argriength basis. The loans were made by Quest iartlieary course of business and were made onamtizty
the same terms, including interest rates, as thuseailing at the time for comparable loans withspas not related to Quest.
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On April 8, 2008, the Company entered into a $2illan shortterm loan at an interest rate of twelve percen¥{}Ll@er annum with Ria
Management and used the proceeds to repay the [Qaesh full. The Company repaid the Riata Managetioan in full on May 30,
2008 and all interest under the Riata Managememt Veas waived.

On November 28, 2008, the Company entered intcediCAgreement with Dalea for the purpose of fugdine all cash takeover offer
TransAtlantic Australia, for all of the outstandisigares of Incremental. Pursuant to the Credit &gent, as amended, until June 30,
2009, the Company could request advances from Rdl@aup to $62.0 million for the sole purposepfrchasing Incremental common
shares in connection with the offer, plus relatadgaction costs and expenses; and (ii) up to $h#lion for general corporate purposes.
The total outstanding balance of the advances miader the Credit Agreement accrued interest ateaofaten percent (10%) per annum,
calculated daily and compounded quarterly. The lwaa repaid in full on June 23, 2009, at which tiime Credit Agreement was
terminated. The Company borrowed an aggregate4b36illion under the loan and paid a total of $&ullion in interest in 2009 (see
note 10).

Equity transactions

On April 8, 2008, Dalea purchased 10,000,000 comsames from the Company at Cdn $0.30 per shasaignt to the first stage of a
private placement announced in March 2008 and, ap 80, 2008, Dalea and Riata TransAtlantic purathastirther 12,630,000
common shares from the Company at Cdn $0.36 pee shasuant to the second stage of the privateplaat. Mr. McCann, at that time
a member of the Company’s board of directors, pésticipated in the second stage of the privateguteent, purchasing 1,100,000
common shares. However, neither Mr. Mitchell nor McCann were related parties of the Company onciag, 2008, the date that
Dalea and Riata TransAtlantic first agreed thay thietheir associates would participate in the gigvplacement and provide the short-
term loan.

The Company entered into a registration rightsement, as of April 8, 2008, as amended and resteste@f December 30, 2008, with
Riata Management (the “Riata Registration Rightseggient”). Pursuant to the Riata Registration Rigtgreement, Riata Management
has the right to request that the Company effectithalification under Canadian securities lawsllafrapart of the Company’s common
shares (and any of its securities issued on coioredd, in exchange for or in replacement of sushmon shares) owned or controllec
Riata Management, certain entities affiliated vitlata Management, the purchasers that participatétte Company’s December 2008
private placement, and Longfellow (the “Qualifiallecurities”), to permit the distribution of suclhi&jifiable Securities to the public in
any or all of the provinces and territories of Cdaéa “Demand Qualification”). The Company will Hag obligated to effect any Demand
Qualification for less than Cdn $5,000,000 or teetf more than two Demand Qualifications in anyltgemonth period or until a period
of at least 90 days has elapsed from the effedi@e of the most recent previous qualificationadidition to the Demand Qualification
rights, subject to certain limitations, if the Coamy proposes to file a prospectus under Canadi@amities laws in order to permit the
qualification of securities that are to be soldtlsy Company or by any of its shareholders, the Gompvill use all reasonable efforts to
include in the proposed distribution such numbeQuoélifiable Securities as Riata Management skalliest upon the same terms as such
distribution.

On December 30, 2008, the Company acquired 100¢teaésued and outstanding shares of Longe frongletlow in consideration for
the issuance of 39,583,333 common shares and 10@@0ommon share purchase warrants. Each comnaoa ghrchase warrant
entitles the holder to purchase one common shaae ekercise price of $3.00 per share through Dbee®0, 2011. Concurrently, the
Company issued 35,416,667 common shares at aqirge 20 per share in a private placement with BaRiata TransAtlantic,

Mr. McCann and other purchasers that have busmefssnilial relationships with Mr. Mitchell, resitdig in gross proceeds of $42.5
million. Dalea and Riata TransAtlantic purchasedggregate of 34,381,667 common shares, and Mr.akic@urchased 250,000
common shares. In addition, the Company paid $80t0 Longfellow for additional drilling equipmedelivered at closing of the Lon:
acquisition.

On March 20, 2009, the Company’s wholly-owned sdibsy, TransAtlantic Australia, purchased 15,028,5Bares of Incremental from
Mr. Mitchell at a price of AUD $1.085 per shareg ttame price per share and pursuant to the same #&rthe shares acquired from
Incremental’s other shareholders, none of whomamgdrelationship with the Company. Mr. Mitchell hawrchased the Incremental
shares between October 27, 2008 and December @8,82@n average price of AUD $0.99 per share.tdta¢ consideration paid by
TransAtlantic Australia for Mr. Mitchell’s Incremé&ad shares was $11.2 million.

On June 22, 2009, Dalea purchased 41,818,000 corshawas at a price of Cdn $1.65 per share in ateriplacement of the Company’s
common shares in the U.S. In addition, on Jun@@9, the Company entered into a registration sigigteement with Canaccord Car.
Corporation and Dalea (the “Registration Rightseéggment”), pursuant to which the Company agreedddster for resale under the
Securities Act the 41,818,000 common shares puechlag Dalea and 56,559,300 common shares heldrijircether investors. Under
the registration rights agreement, the Company ile@egistration statement with the SEC on July2B09 to register 55,544,300 comn
shares for resale, which did not include the comsitares held by Dalea. The registration statemastdeclared effective on
September 29, 2009.

F-31



Table of Contents

T RANS A TLANTIC P ETROLEUM L TD .
Notes to Consolidated Financial Statements—(Contirad)

On November 24, 2009, Dalea purchased 4,255,400nconshares at a price of Cdn $2.35 per share iivatp placement of the
Company’s common shares in the U.S. In additiorfowember 24, 2009, the Company entered into atragiion rights agreement with
Canaccord Capital Corporation and Dalea, pursuawhich the Company agreed to register for resatieuthe Securities Act the
4,255,400 common shares purchased by Dalea and31330 common shares held by certain other investémder the registration rigt
agreement, the Company filed a registration stat¢mvegh the SEC on December 23, 2009 to registe832451 common shares for
resale, which did not include the common shared bglDalea. The registration statement was decleffedtive on January 7, 2010.

Equipment purchase transactions

On December 31, 2008, certain of the Company’s lkewned subsidiaries entered into bills of sald assignment with Viking

Drilling, LLC (“Viking”). Under the terms of the lis of sale and assignment, the Company’s whollyxedvsubsidiaries purchased at
Viking’s cost certain drilling and service equipni@md other assets from Viking for use in Turkeyrbtco and Romania. The Company
paid $8.3 million to Viking for the drilling and sdce equipment and other assets.

On July 27, 2009, the Company’s wholly-owned suibsyd Viking International Limited (“Viking Interngonal”), purchased the 1-13
drilling rig and associated equipment from Vikitag, entity in which Dalea owns 85%. Viking Interaidl paid $1.5 million in cash for
the drilling rig and entered into a note payabl¥/iking in the amount of $5.9 million. The note wéise and payable on August 1, 2010,
bore interest at a fixed rate of 10% per annumveasl secured by the drilling rig and associatedpmgant. The Company paid interest
under the note on November 1, 2009 and Februa2@1Q. On February 19, 2010, Viking Internationakasted and restated the terms of
the note with Viking in connection with the purchad the 1-14 drilling rig and associated equipmfeain Viking (see note 19). On
February 19, 2010, Viking International purchadesllt14 drilling rig and associated equipment frgiking. Viking International paid
$1.5 million in cash for the drilling rig and er¢erinto an amended and restated note payable togvilk the amount of $11.8 million,
which is comprised of $5.9 million payable relatedhe I-14 drilling rig and $5.9 million payablelated to the purchase of the 1-13
drilling rig in July 2009. Under the terms of thmended and restated note, interest is payable hyaatth floating rate of LIBOR plus
6.25%, and the amended and restated note is dugagatlle August 1, 2012. The amended and restatedsisecured by the 1-13 and I-
14 drilling rigs and associated equipment. Inteeggtense for the twelve months ended December(®B gursuant to the Viking note
was $254,000 of which $99,000 was included in asxtiiabilities at December 31, 2009.

Service transactions

Effective May 1, 2008, the Company entered interaise agreement, as amended (the “Service AgreEmeith Longfellow, Viking,
Longe, MedQil Supply, LLC and Riata Management. Mitchell and his wife own 100% of Riata Manageméntaddition,

Mr. Mitchell, his wife and children indirectly owt00% of Longfellow. Prior to the Company’s acqudsitof Longe, Longe was owned
100% by Longfellow. Riata Management owns 100% eftli@il Supply, LLC. Dalea owns 85% of Viking. Undke terms of the Service
Agreement, the Company pays, or is paid, for theadcost of the services rendered plus the achstl of reasonable expenses on a
monthly basis. The Company recorded expenditunethéoyear ended December 31, 2009 and 2008 o8%$tiflion and $4.6 million,
respectively, for goods and services provided tmder the Service Agreement, of which $1.1 millkord $1.5 million was payable at
December 31, 2009 and 2008, respectively.

In November 2008, in connection with the pendinguésition of Longe, the Company agreed with Lortgg the Company would
suspend billing Longe for work that the Company wasducting for its Moroccan operations. As a reghe Company recorded
approximately $1 million in related expenses thatould have billed to Longe had the Longe acquisinot been completed.

Effective January 1, 2009, the Company’s wholly-edsubsidiary, TransAtlantic Turkey, Ltd., enteiretth a lease agreement under
which it leased rooms, flats and office spacerasart hotel owned by Gundem Turizm Yatirim ve tisle A.S. (“Gundem”), a Turkish
company controlled by Mr. Mitchell. Under the leaggeement, TransAtlantic Turkey, Ltd. paid theKish Lira equivalent of $5,000 p
month base rent and up to 45,000 Turkish Lira pentn (approximately $30,000 per month) in operaérgense reimbursement. The
lease agreement expired December 31, 2009. Eféeedéimuary 1, 2010, TransAtlantic Turkey, Ltd. anth@em entered into an
accommodation agreement under which it leasesomns at the hotel. Under the accommodation agreememnsAtlantic Turkey, Ltd.
pays the Turkish Lira equivalent of $10,000 per thoithe amounts formerly paid under the lease agee¢and paid under the
accommodation agreement are included in amoundsypaler the Service Agreement.

On December 15, 2009, Viking International enténéd an Agreement for Management Services (“ManagerBervices Agreement”)
with Viking. Pursuant to the Management Serviceseggent, Viking International agreed to provide agement, marketing, storage
and personnel services (collectively, the “Rig $=§”) from time to time as requested by Viking foe operation of certain rigs (the
“Rigs”) owned by Viking that are located in Turkéynder the terms of the Management Services Agragriéking will pay Viking
International for all actual costs and expensesaated with the
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provision of the Rig Services. In addition, Vikiagll pay Viking International a distribution equisd 5% of the net profits of each Rig,
which is calculated as the gross revenues of eagleBs any and all expenses attributable to sughiicluding, but not limited to, the
payment for services and insurance under the ManmageServices Agreement and depreciation. As okbéer 31, 2009, Viking

International had not performed any services utfieeManagement Services Agreement and has receitvpdyments or distributions.

Other transactions

In July 2008, Longfellow guaranteed the obligatiofithe Company and Longe under a farm-out agreepnwercerning the Company’s
Ouezzane-Tissa and Asilah exploration permits imddoo up to a maximum of $25 million. In additiam July 2008, the Company
received a reimbursement of expenses in the anwd®#32,000 from Longe related to Longe’s partitipain its Moroccan exploration
permits.

Mr. Mitchell and his wife own 100% of Riata and Ba) and Mr. Mitchell is a manager of Riata Tranaatic. In addition, Mr. Mitchell i
a partner of Dalea and a manager of Dalea Managethergeneral partner of Dalea. Mr. Mitchell, hige and children indirectly own
100% of Longfellow. Prior to the Company’s acqudsitof Longe, Longe was owned by Longfellow. Riatens 100% of MedOil
Supply, LLC. Dalea owns 85% of Viking.

18. Quarterly results of operations (unaudited)

1)

The results of operations by quarter for the yeaded December 31, 2009 and 2008 are as follows:

Three Months Ended
March 31, June 30 September 3C December 31 Full year
(in thousands, except per share date

For the year ended December 31, 200

Revenue: $ 1,36 $7,42¢ $ 9,25¢ $ 11,22« $29,26¢
Net loss attributable to TransAtlantic Petroleurd.| 13,29: 7,09: 13,14: 28,61¢ 62,14¢
Basic and diluted net loss per common share

attributable to TransAtlantic Petroleum Ltd. $ 0.0¢ $ 0.04 $ 0.0t $ 0.1C $ 0.2¢

For the year ended December 31, 200

Revenue: $ 14 $ 47 $ 34 $ 16 $ 111
Net loss attributable to TransAtlantic Petroleurd.| 1,07¢ 92C 1,48: 12,997 16,47¢
Basic and diluted net loss per common sl

attributable to TransAtlantic Petroleum Ltd. $ 0.0z $ 0.01 $ 0.0z $ 0.1¢ $ 0.2¢

The sum of the individual quarterly earnings (Igss) share may not agree with y-to-date earnings per share as each quai
computation is based on the income or loss fordhatter and the weight-average number of shares outstanding during treteyu

» The first through fourth quarters of 2009 refldw Compan’s acquisition of Incremental effective March 5, 2C
» The first quarter of 2009 includes a foreign exdeloss of $4.2 million related to the Dalea credgjteement
* The third quarter of 2009 includes $5.3 millioraimandonment and impairment expel

» The fourth quarter of 2009 includes $19.0 milliorabandonment and impairment expense, a $1.9 miigs on commodit
derivative contracts and an $800,000 foreign exghayain on cash balanc

» The fourth quarter of 2009 reflects the final pa®sh accounting adjustments for the acquisitiomofdmental

19. Subsequent events

Effective January 1, 2010, TransAtlantic Turkeyj.Lldand Gundem entered into an accommodation agreemder which it leases ten
rooms at a hotel owned by Gurdem. Under the accatatian agreement, TransAtlantic Turkey, Ltd. paws Turkish Lira equivalent of
$10,000 per month.

On February 19, 2010, in connection with Vikingeimational’s purchase of the I-14 drilling rig aassociated equipment from Viking,
Viking International amended and restated the texfiiee note payable to Viking for the 1-13 drijmig and associated equipment.
Viking International paid $1.5 million in cash ftire drilling rig and entered into an amended asthted note payable to Viking in the
amount of $11.8 million, which is comprised of $&dlion payable related to the I-14
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drilling rig and $5.9 million payable related teetburchase of the 1-13 drilling rig in July 200%heTamortizing note is due and payable on
August 1, 2012, bears interest at a floating rald BOR plus 6.25% per month and is secured byt drilling rigs and associated
equipment. Interest under the note is payable niypmits of March 15, 2010, $11.5 million was outstarg under the amended and
restated note.

20. Supplemental disclosure for cash flow informatin

Non-cash transactions resulting from acquisitiooisraflected in the consolidated statements of das¥s include the following:
Year Ended December 31,
2009 2008 2007
(in thousands)

Noncash operating cash flows transaction

Prepaid and other ass: $ — $ 2,63¢ $—

Accounts payabl $ — $(1,170 $—
Noncash investing cash flows transaction:

Property and equipme $ 1,50( $32,35( $—
Noncash financing cash flows transactions

Promissory not $(1,500) $ — $—

Common shares issu $ 71 $28,10¢ $—

Common share warrants isst $ 207 $ 5,22¢ $—

Year Ended December 31,
2009 2008 2007
(in thousands)

Supplemental disclosure of cash paid for interestral income taxes:
Cash paid during the year for inter $2,57¢ $ 144 $34¢
Cash paid during the year for income ta $ 2,07 $ — $—

21. Supplemental oil and natural gas reserves andamdard measure information (unaudited)

In December 2009, the Company adopted revisechdilgas reserve estimation and disclosure requiresn&he primary impact of the
new disclosures is to conform the definition ofyed reserves with “Modernization of Oil and Gas &#pg”, which was adopted by the
SEC in December of 2008. The new rules revisedidiimition of proved oil and gas reserves to regtivat the average, first-day-of-the-
month price during the 12-month period before theé ef the year rather than the year-end price, testsed when estimating whether
reserve quantities are economical to produce. Jdnse 12-month average price is also used in célogylthe aggregate amount of (and
changes in) future cash inflows related to theddasized measure of discounted future net castsflde following table sets forth the
Company’s net proved reserves, including changa®im, and proved developed reserves:

Natural
Crude
Oil Gas
(MBbls) (MMcf)

Total proved reserves
December 31, 200 10 64¢
Revisions of previous estimat — —
Extensions, discoveries and other additi — —
Sale of reserve (10 (649)
Production — —
December 31, 200 — —
Revisions of previous estimat — —
Extensions, discoveries and other additi — —
Sale of reserve — —

Production — —
December 31, 200 — —
Incremental acquisitio 9,25: 784
Extensions and discoveri — 5,94¢
Revisions of previous estimat 1,584 607
Purchases of minerals in pla — —
Production (412) —
December 31, 200 10,42¢ 7,33¢

Proved developed reserve
Proved developed producil 3,771 —



Proved developed n-producing 1,872 4,78
Total 5,64¢ 4,781

Proved developed reserve

As of December 31, 20(C 10 64¢
As of December 31, 20( — —
As of December 31, 20(C — —
As of December 31, 20( 5,64¢ 4,78

Proved undeveloped reserve

As of December 31, 20(C — —
As of December 31, 20(C — —
As of December 31, 20( — —
As of December 31, 20(C 4,777 2,552

The Company has summarized the standardized meafsdiscounted future net cash flows related t@itsved oil and natural gas
reserves. The Company has based the following suynomea valuation of proved reserves using discadicsh flows based on year-end
prices, costs and economic conditions and a 10%odig rate. The additions to proved reserves frarohmase of reserves in place and new
discoveries and extensions could vary significafrtyn year to year; additionally, the impact of nbas to reflect current prices and costs of
proved reserves in prior years could also be sigamt. Accordingly, investors should not view théirmation presented below as an estimate
of the fair value of the Company’s oil and natigas properties, nor should investors considerrtfigrnation indicative of any trends.

F-34



Table of Contents

T RANS A TLANTIC P ETROLEUM L TD .
Notes to Consolidated Financial Statements—(Contirad)

The prices of oil and natural gas at December BQ92ised to estimate reserves in the table sholewbeere $95.72 per Bbl of oil and
$8.91 per MMcf of natural gas, respectively. Far ttomparable periods ended December 31, 2008 @] 2@ Company did not have proved

reserves.

As of and for the year ended December 31, ©

Future cash inflow

Future production cos

Future development cos

Future income tax expen

Future net cash flown

10% annual discount for estimated timing of castw§

Standardized measure of discounted future netftash related to proved
reserve:

Total
(in thousands’

$ 700,00:
(161,172
(46,23
(94,46¢)
398,12¢

(148,119
$ 250,00

The following are the principal sources of chanigethe standardized measure of discounted futureash flows applicable to proved oil

and natural gas reserves:

Balance at December 31, 2C

Acquisition of Incremental Petroleum Limit

Net change in sales and transfer prices and inugtamh (lifting) costs
related to future productic

Changes in future estimated development ¢

Sales and transfers of oil and natural gas duhiegperioc

Net change due to extensions and discowvi

Net change due to purchases of minerals in

Net change due to revisions in quantity estim

Previously estimated development costs incurrethguhe perioc

Accretion of discoun

Other

Net change in income tax

Balance at December 31, 20
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83,58¢

137,28
(10,019
(17,809

29,09(
49,45(
6,361
10,44¢

95
(38,480)
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Capitalized costs related to crude oil and natugas producing activities
The Company’s capitalized costs consisted of tHeviing (in thousands):

United State: Turkey Total
(in thousands)

For the year ended December 31, 2!
Crude oil and natural gas propert

Proved $ — $66,31: $66,31:
Unproved 1,322 3,19¢ 4,51t
Total crude oil and natural gas proper 1,322 69,50¢ 70,82¢
Less accumulated depreciation, depletion and impait — (2,489 (2,487)
Net crude oil and natural gas properties capitdlizzsts $ 1,32 $67,02: $68,34¢

For the year ended December 31, 2!
Crude oil and natural gas propert

Proved $ — $ — $ —

Unproved — 1,227 1,227

Total crude oil and natural gas proper — 1,227 1,227
Less accumulated depreciation, depletion and impait — — —
Net crude oil and natural gas properties capitdlizzsts $ — $ 1,227 $ 1,221

For the year ended December 31, 2!
Crude oil and natural gas propert
Proved $ — $ — $ —
Unproved — — —
Total crude oil and natural gas proper — — —
Less accumulated depreciation, depletion and inmgit — — —
Net crude oil and natural gas properties capitel@zsts $ — $ — $ —

Costs incurred in crude oil and natural gas propgracquisition, exploration and development
Costs incurred in crude oil and natural gas prepactjuisition, exploration and development actgtare summarized as follows:

United State: Turkey Total
(in thousands)

For the year ended December 31, 2!
Acquisitions of propertie

Proved $ = $66,31! $66,31!
Unproved 1,322 3,19¢ 4,51
Exploration 2,30¢ 4,944 7,24¢
Developmen 462 7,234 7,69
Total costs incurre $ 4,09 $81,68¢ $85,77¢

For the year ended December 31, 2!
Acquisitions of propertie

Proved $ — $ — $ —
Unproved — 1,227 1,227
Exploration — — —
Developmen — — —
Total costs incurre $ — $ 1,225 $ 1,221

For the year ended December 31, 2!
Acquisitions of propertie

Proved $ — $ — $ —
Unproved — — —
Exploration — — —
Developmen — — —
Total costs incurre $ — $ — $ —

F-36



Table of Contents

T RANS A TLANTIC P ETROLEUM L TD .
Notes to Consolidated Financial Statements—(Contirad)

Results of operations for crude oil and natural gasoducing activities (unaudited)
The Company’s results of operations from crudend natural gas producing activities for each efytears 2007, 2008 and 2009 are
shown in the following table (in thousands):

United State: Turkey Total
(in thousands)

For the year ended December 31, 2!

Revenue! $ 13¢ $27,54¢ $27,68:
Expenses
Production cost 211 9,81« 10,02¢
Exploration, abandonment and impairm 2,30¢ 191 2,49¢
Seismic and other explorati 46% 4,94¢ 5,411
Depreciation, depletion and amortization expel 124 3,09/ 3,21¢
Total expense 3,10 18,045 21,15(

Loss (income) before income tax 2,96¢ (9,499 (6,537)
Provision for income taxe — 1,07¢ 1,07¢
Results of operations for crude oil and naturalgaslucing activitie:

(excluding corporate overhead and interest ct $ 2,96¢ $(8,420) $(5,457)
For the year ended December 31, 2
Revenue! $ 111 — $ 111
Expenses
Production cost 73 — 73

Exploration, abandonment and impairm — — —
Seismic and other exploratit — — —
Depreciation, depletion and amortization expel — — —

Total expense 73 — 73

(Income) before income tax (38 — (38
Provision for income taxe — — —

Results of operations for crude oil and naturalgaslucing activitie:

(excluding corporate overhead and interest c $ (39) — $ (39
For the year ended December 31, 2!
Revenue! $ 65: — $ 65:
Expenses
Production cost 1,167 — 1,167
Exploration, abandonment and impairm — — —
Seismic and other exploratic — — —
Depreciation, depletion and amortization expel — — —

Total expense 1,167 — 1,167

Loss before income tax 514 — 514
Provision for income taxe — — —
Results of operations for crude oil and naturalgaslucing activitie:

(excluding corporate overhead and interest ct $ 514 — $ 514
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Subsidiaries of TransAtlantic Petroleum Ltd.

Subsidiary Jurisdiction of Incorporation
Incremental Petroleum Limite Australia
Incremental Petroleum (Butmah) Pty. L Australia
Incremental Petroleum (Iraq) Pty. L Australia
Incremental Petroleum (Qara Chauk) Pty. | Australia
Incremental Petroleum (Selmo) Pty. L Australia
TransAtlantic Australia Pty. Ltc Australia
TransAtlantic Exploration Mediterranean InternatibRty Ltd. Australia
TransAtlantic (Holdings) Australia Pty. Lt Australia

DMLP, Ltd. Bahamas

Talon Exploration, Ltd Bahamas
TransAtlantic Maroc, Ltd Bahamas
TransAtlantic Worldwide, Ltd Bahamas

Viking Geophysical Services, Lt Bahamas
TransAtlantic Turkey, Ltd Bahamas

Viking Wireline Services, Ltd Bahamas

Longe Energy Limitec Bermuda

Viking International Limitec Bermuda

DMLP GP Inc. British Virgin Islands
DMLP LP Inc. British Virgin Islands
Incremental Petroleum (USA) In California
Incremental Petroleum (USA) KMD LL California
Incremental Petroleum (USA) MC F LL California
Incremental Petroleum (USA) SEKND LL California
TransAtlantic Petroleum (USA) Cor Colorado

Longe Energy Cyprus Limite Cyprus
TransAtlantic Petroleum Cyprus Limit Cyprus

MOS Viking SARL Morocco
TransAtlantic Worldwide Romania SF Romanis

Viking Oilfield Services SRI Romanis



Exhibit 23.1

KPMG LLP

Chartered Accountants Telephon' (403) 69:-800(C
2700 20E&- 5t Avenue SW Telefax  (403) 69:-800¢
Calgary AB T2P 4B¢ Internet  www.kpmg.cs

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors of TransAtlantic Petrateutd.

We consent to the incorporation by reference inréiggstration statement (File No. 333-162814) om#8-8 of TransAtlantic Petroleum Ltd.
our report dated March 30, 2010 on the consolidbtdance sheets of TransAtlantic Petroleum Ltchtd3ecember 31, 2009 and 2008, and the
consolidated statements of operations and compseleetoss, stockholders’ equity (deficit) and clstws for each of the years in the three-
year period ended December 31, 2009, which repqears in the 2009 annual report on Forr-K of TransAtlantic Petroleum Ltd.

“KPMG LLP” (signed)
Chartered Accountants

Calgary, Canada
March 30, 2010

KPMG LLP is a Canadian limited liability partnerphand a member firm of the KPMG
network of independent member firms affiliated WitRMG International, a Swiss cooperative.
KPMG Canada provides services to KPMG LLP.



Exhibit 23.2

DeGolyer and MacNaughton
5001 Spring Valley Road
Suite 800 East

Dallas, Texas 75244

March 29, 2010

TransAtlantic Petroleum Ltd.
5910 N. Central Expressway, Suite 1755
Dallas, Texas 75206

Ladies and Gentlemen:

We hereby consent to the use of the name DeGohgeMacNaughton and to references to DeGolyer ancNdaghton as an
independent petroleum engineering consulting fimdar the heading “Part | — Item 2. Properties’n&f Annual Report on Form 10-K for the
year ended December 31, 2009, of TransAtlanticoRetm Ltd. (TransAtlantic) to be filed with the U.Securities and Exchange Commiss
on or about March 29, 2010 (the Annual Report)luding any amendments thereto, and to the inclusfaur third party letter report dated
March 2, 2010, containing our opinion on the proweskrves attributable to certain properties owmedransAtlantic as of December 31,
2009.

We hereby further consent to the incorporationddgnence of the foregoing in Registration Stateniot 333-162814) on Form S-8 of
TransAtlantic.

Very truly yours,

/S/ DeGOLYER and MacNAUGHTO!
Texas Registered Engineering Fir-716



Exhibit 31.1
CERTIFICATION

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

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donditate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtg,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, amgdtfe periods presented in this report;

4. The registrant’s other certifying officer(s) angre responsible for establishing and maintaimisglosure 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
() and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedaresused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, 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 faiahreporting 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 registeadisclosure controls and procedures and preséntad report our conclusions ab
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such evaluation; and

d. Disclosed in this report any change in the tegid's internal control over financial reportirttgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repog) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

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

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

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

March 30, 201( /sl MATTHEW M c 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 Ltd.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donditate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtg,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, amgdtfe periods presented in this report;

4. The registrant’s other certifying officer(s) angre responsible for establishing and maintaimisglosure 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
() and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedaresused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, 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 faiahreporting 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 registeadisclosure controls and procedures and preséntad report our conclusions ab
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such evaluation; and

d. Disclosed in this report any change in the tegid's internal control over financial reportirttgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repog) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

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

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

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

March 30, 201( /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 Ltd. (the “Company”) on Form 10-K tbe year ended December 31,
2009 as filed with the Securities and Exchange Ci@sion on the date hereof (the “Form 10-K”), |, thaw McCann, Chief Executive Officer
of the Company, hereby certify, pursuant to 18 0.8.1350, as adopted pursuant to § 906 of theaBiadsOxley 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 Securitieshaxge 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: March 30, 2010 /s MATTHEW M c C ANN
Matthew McCanr
Chief Executive Office

A signed original of this written statement reqdif®y Section 906 has been provided to TransAtldiiroleum Ltd. and will be retained
by TransAtlantic Petroleum Ltd. and furnished te 8ecurities and Exchange Commission or its sfadhurequest.

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 (satiens (a) and (b) of Section 1350, Chapter 6Bittdé 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 tBompany, 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 Ltd. (the “Company”) on Form 10-K tbe year ended December 31,
2009 as filed with the Securities and Exchange Cimsion on the date hereof (the “Form 10-K”), I, d$ilKouvelis, Chief Financial Officer of
the Company, hereby certify, pursuant to 18 U.§.€350, as adopted pursuant to § 906 of the Sasb@rkey 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 Securitieshage 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: March 30, 2010 /s/ HILDA K OUVELIS
Hilda Kouvelis
Chief Financial Office

A signed original of this written statement reqdif®y Section 906 has been provided to TransAtldiiroleum Ltd. and will be retained
by TransAtlantic Petroleum Ltd. and furnished te 8ecurities and Exchange Commission or its sfadhurequest.

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 (satiens (a) and (b) of Section 1350, Chapter 6Bittdé 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 tBompany, whether made before or after the datoheegardless of any general
incorporation language in such filing.



Exhibit 99.1

DeGolyer and MacNaughton
5001 Spring Valley Road
Suite 800 East
Dallas, Texas 75244

March 2, 2010

TransAtlantic Petroleum Ltd.
5910 N. Central Expressway
Suite 1755

Dallas, Texas 75206

Gentlemen:

Pursuant to your request, we have prepared estmétae extent and value of the net proved cruldenal natural gas reserves, as of
December 31, 2009, of certain properties ownedrdapdAtlantic Petroleum Ltd. (TransAtlantic). Th@perties appraised consist of working
interests located in the Arpatepe, Edirne, and 8dietds in Turkey. TransAtlantic has representeat these properties account for 100 percent
of TransAtlantic’s net proved reserves as of Deaam3i, 2009.

Estimates of proved reserves presented in thigtrépee been prepared in compliance with the reigula promulgated by the United
States Securities and Exchange Commission (SE@keTteserves definitions are discussed in dettibefinition of Reserves section of -
report.

Reserves included herein are expressed as netess@ross reserves are defined as the total éstinpatroleum to be produced from
these properties after December 31, 2009. Netvesare defined as that portion of the gross reseattributable to the interests owned by
TransAtlantic after deducting all interests owngdlthers. Gas quantities estimated herein are segpdeas sales gas. Sales gas is defined as
that portion of the total gas to be delivered iatgas pipeline for sale after separation, procgs§irel use, and flare. Gas reserves are expresse
at a temperature base of 60 degrees Fahrenhe#itFat a pressure base of 14.70 pounds per siqgarabsolute (psia). Condensate reserves
estimated herein are those to be recovered by otiovnal lease separatic



DeGolyer and MacNaughton

Values of proved reserves shown herein are exptesgerms of estimated future gross revenue, &uhat revenue, and present worth.
Future gross revenue is that revenue which wili@eto the appraised interests from the produciwhsale of the estimated net reserves.
Future net revenue is calculated by deducting eséithseverance taxes, ad valorem taxes, operaemses, and capital costs from the future
gross revenue. Operating expenses include fieldatipg expenses, transportation expenses, compressarges, and an allocation of overt
that directly relates to production activities. fat income tax expenses were not taken into acéouhé preparation of these estimates. Pri
worth is defined as future net revenue discountedspecified arbitrary discount rate compoundedtinlg over the expected period of
realization.

Estimates of oil and natural gas should be regaotidas estimates that may change as further ptmofuhistory and additional
information become available. Not only are sucleress estimates based on that information whichiieently available, but such estimates
also subject to the uncertainties inherent in th@ieation of judgmental factors in interpretingchunformation.

Data used in this audit were obtained from reviesth TransAtlantic personnel, TransAtlantic filésgm records on file with the
appropriate regulatory agencies, and from publicaes. In the preparation of this report we haliedewithout independent verification, upon
such information furnished by TransAtlantic witlspect to property interests, production from suaperties, current costs of operation and
development, current prices for production, agregmeelating to current and future operations aie ef production, and various other
information and data that were accepted as repiesea field examination of the properties was canisidered necessary for the purposes of
this report.

Methodology and Procedures

Estimates of reserves were prepared by the ugammdard geological and engineering methods gegeaaeatlepted by the petroleum
industry. The method or combination of methods tsdte analysis of each reservoir was tempereeXpgrience with similar reservoirs, sti
of development, quality and completeness of baaia,cand production history.

When applicable, the volumetric method was usesstinate the original oil in place (OOIP) and thigioal gas in place (OGIP).
Structure and isopach maps were constructed tma&gtireservoir volume. Electrical logs, radioatyibgs, core analyses, and other available
data were used to prepare these maps as welkasiitate representative values for porosity anémssturation. When adequate data were
available and when circumstances justified, mdteaiance and other engineering methods were usestimate OOIP or OGIP.

2
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Estimates of ultimate recovery were obtained affgalying recovery factors to OOIP or OGIP. Thesmvery factors were based on
consideration of the type of energy inherent inrdservoirs, analyses of the petroleum, the stratpositions of the properties, and the
production histories. When applicable, materiahbat and other engineering methods were useditoag¢strecovery factors. An analysis of
reservoir performance, including production ragservoir pressure, and gas-oil ratio behavior, weasl in the estimation of reserves.

For depletion-type reservoirs or those whose perémrice disclosed a reliable decline in producing-tie@nds or other diagnostic
characteristics, reserves were estimated by thkécafipn of appropriate decline curves or otherfgenance relationships. In the analyses of
production-decline curves, reserves were estimagdto the limits of economic production or to tivait of the production licenses as
appropriate.

Definition of Reserves

Petroleum reserves included in this report aresifiad as proved. Only proved reserves have bealuated for this report. Reserves
classifications used in this report are in accocganith the reserves definitions of Rules 4-10{3}(32) of Regulation S—X of the SEC.
Reserves are judged to be economically produaibfature years from known reservoirs under exiséngnomic and operating conditions and
assuming continuation of current regulatory pragiosing conventional production methods and eqeiipnin the analyses of production-
decline curves, reserves were estimated only téirttieof economic rates of production under exigteconomic and operating conditions u:
prices and costs consistent with the effective dathis report, including consideration of changesxisting prices provided only by
contractual arrangements but not including esaalatbased upon future conditions. The petroleuerves are classified as follows:

Proved oil and gas reservesProved oil and gas reserves are those quantitieis and gas, which, by analysis of geoscienag an
engineering data, can be estimated with reasomr&iplainty to be economically producible—from a givdate forward, from known
reservoirs, and under existing economic conditiopgrating methods, and government regulations—withe time at which contracts
providing the right to operate expire, unless ena@geindicates that renewal is reasonably certaggndless of whether deterministic or
probabilistic methods are used for the estimafidre project to extract the hydrocarbons must hawenscenced or the operator must be
reasonably certain that it will commence the proyeithin a reasonable time.

3



DeGolyer and MacNaughton

(i) The area of the reservoir considered as pravelddes: (A) The area identified by drilling anchited by fluid contacts, if any,
and (B) Adjacent undrilled portions of the resentbat can, with reasonable certainty, be judgegetaontinuous with it and to
contain economically producible oil or gas on tlsib of available geoscience and engineering data.

(i) In the absence of data on fluid contacts, pbquantities in a reservoir are limited by thedatknown hydrocarbons (LKH) as
seen in a well penetration unless geoscience, eedirg, or performance data and reliable technoésggblishes a lower contact
with reasonable certainty.

(iii) Where direct observation from well penetraiohas defined a highest known oil (HKO) elevatiod the potential exists for an
associated gas cap, proved oil reserves may bgnasiin the structurally higher portions of theergsir only if geoscience,
engineering, or performance data and reliable telogy establish the higher contact with reasonabtéainty.

(iv) Reserves which can be produced economicatlyuph application of improved recovery techniquaslgding, but not limited
to, fluid injection) are included in the proved sd#fication when:

(A) Successful testing by a pilot project in anaaoé the reservoir with properties no more favoeahhn in the reservoir as a whole,
the operation of an installed program in the regierar an analogous reservoir, or other evidendegueliable technology
establishes the reasonable certainty of the engirgeanalysis on which the project or program wasddl; and (B) The project has
been approved for development by all necessarjepatd entities, including governmental entities.

4
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(v) Existing economic conditions include prices &odts at which economic producibility from a reséris to be determined. The
price shall be the average price during thevidhth period prior to the ending date of the pedodered by the report, determinec
an unweighted arithmetic average of the first-d&ghe-month price for each month within such periodiess prices are defined by
contractual arrangements, excluding escalationsdoagon future conditions.

Developed oil and gas reserve®eveloped oil and gas reserves are reservesyafaiagory that can be expected to be recovered:
(i) Through existing wells with existing equipmeard operating methods or in which the cost of drpliired equipment is relative
minor compared to the cost of a new well; and

(i) Through installed extraction equipment andéstructure operational at the time of the reseestisnate if the extraction is by
means not involving a well.
Undeveloped oil and gas reserveblrdeveloped oil and gas reserves are reserves/afaegory that are expected to be recovered from
new wells on undrilled acreage, or from existindlsvehere a relatively major expenditure is reqdifer recompletion.
(i) Reserves on undrilled acreage shall be limitethose directly offsetting development spacireparthat are reasonably certain of
production when drilled, unless evidence usingateé technology exists that establishes reasorailainty of economic
producibility at greater distances.
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(i) Undrilled locations can be classified as haviumdeveloped reserves only if a development péenideen adopted indicating that
they are scheduled to be drilled within five yearmsless the specific circumstances, justify a lorigee.

(iif) Under no circumstances shall estimates fateweloped reserves be attributable to any acreagehich an application of fluid
injection or other improved recovery techniquedatemplated, unless such techniques have beendedfeetive by actual projec
in the same reservoir or an analogous reservoitefised in [section 210.4-10 (a) Definitions],byr other evidence using reliable
technology establishing reasonable certainty.

Primary Economic Assumptions
The following economic assumptions were used ftmeding existing and future prices and costs:

Oil Prices
Prices used in this evaluation were based on Wiffarentials to a West Texas Intermediate (WTIiterof $61.04 per barrel. The
WTI base price is the average price for WTI crudehe first of each month during 2009. Local diéfetials were based on the
difference between the actual price received aadNfi| price on the first day of each month duri@2. The weighted average
price over the lives of the properties was $60.87harrel.

Natural Gas Prices

Prices used in this evaluation were based on iffarentials to a Henry Hub gas price of $3.87 mdtion British thermal units
(MMBLtu). The Henry Hub base price is the averageepfor Henry Hub gas on the first of each monthny2009. Local
differentials were based on the difference betwheractual price received and the Henry Hub pritéhe first day of each month
during 2009. The weighted average price over theslbf the properties was $9.628 per thousand d¢abtqMcf).

6
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Operating Expenses and Capital Costs

Estimates of operating expenses based on currpahsgs were used for the lives of the properti#fs md increases in the future
based on inflation. In certain cases, future expgnaither higher or lower than current expenseay, Imve been used because of
anticipated changes in operating conditions. Futaggtal expenditures were estimated using 2009egadind were not adjusted for
inflation.

Abandonment Costs

Abandonment costs were provided by TransAtlantit arcepted as reasonable. These costs were estiositg 2009 values and
were escalated as described above.

Taxes
TransAtlantic has represented that there are ndugtmn taxes to be paid in Turkey.

While the oil and gas industry may be subject tputatory changes from time to time that could &ffetindustry participant’s ability to
recover its oil and gas reserves, we are not aofaaiay such governmental actions which would resthie recovery of the December 31, 2009,
estimated oil and gas volumes. The reserves estihiatthis report can be produced under currentlaggry guidelines.
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Summary of Oil and Gas Reserves and Revenue

The estimates of net proved reserves attributablleet properties appraised, as of December 31,,206%ummarized as follows,
expressed in thousands of barrels (Mbbl), milliohsubic feet (MMcf):

QOil and
Condensatt
Sales
Gas
(Mbbl) (MMcf)
Proved Develope 5,64¢ 4,78
Proved Undevelope 4,77 2,552
Total Proved 10,42¢ 7,33¢

The estimated revenue and expenditures attributatfeansAtlantic’s interests in the proved resenas of December 31, 2009, of the
properties appraised under the aforementioned gdg&um concerning future prices and costs are suimathas follows:

Proved
Developec
Developed
Producing Nonproducing Undevelopec
Total
(M$) (M$) (M$) (M$)
Future Gross Revent 228,14: 158,74 313,11 700,00
Production and Ad Valorem Tax 0 0 0 0
Operating Expense 59,671 24,81( 74,78( 159,26:
Capital Costt 0 2,62 43,60¢ 46,23¢
Abandonment Cost 754 33¢ 81¢ 1,912
Future Net Revenue 167,71¢ 130,97 193,90¢ 492,59¢
Present Worth at 10 Percel 104,94 87,57¢ 119,97 312,49:

* Future income taxes have not been taken intowatdo the preparation of these estimates.

In our opinion, the information relating to estimetproved reserves, estimated future net reveione firoved reserves, and present w
of estimated future net revenue from proved reseoi®il, condensate, natural gas liquids, andogasgained in this report has been prepared in
accordance with Paragraphs 932-235-50-4, 932-236,-9382-235-50-7, 932-235-50-9, 932-235-50-30, 282-235-50-31(a), (b), and (e) of
the Accounting Standards Update 932-23580ractive Industries — Oil and Gas (Topic 932)! &id Gas Reserve Estimation and
Disclosures(January 2010) of the Financial Accounting Stans@dard and Rules 4-10(a) (1)—(32) of Regulatiod &ad Rules 302(b), 12C
1202(a) (1), (2), (3), (4), (8), and 1203(a) of Riagjon S—K of the Securities and Exchange Commisgrovided, however, future income tax
expenses have not been taken into account in d@starthe future net revenue and present worth \wadat forth herein.
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DeGolyer and MacNaughton is an independent petnolengineering consulting firm that has been praxdietroleum consulting
services throughout the world for over 70 yearsGbBlger and MacNaughton does not have any finamtiatest, including stock ownership, in
TransAtlantic. Our fees were not contingent onrteilts of our evaluation. This letter report hasrbprepared at the request of TransAtlantic
and should not be used for purposes other tham tfloosvhich it is intended. DeGolyer and MacNaughbas used all procedures and methods
that it considers necessary to prepare this report.

Submitted

/s/ DeGolyer and MacNaughton
DeGOLYER and MacNAUGHTO?
Texas Registered Engineering Fir-716

/s/ Paul J. Szatkowski, P.E.

Paul J. Szatkowski, P.|
[SEAL] Senior Vice Presidel

DeGolyer and MacNaughtc




DeGolyer and MacNaughton
CERTIFICATE of QUALIFICATION

I, Paul J. Szatkowski, Petroleum Engineer with Digé&oand MacNaughton, 5001 Spring Valley Road, &8Q0 East, Dallas, Texas, 75244
U.S.A,, hereby certify:

1. Thatlam a Senior Vice President with DeGolmetd MacNaughton, which company did prepare therle¢gport addressed to
TransAtlantic dated March 2, 2010, and that |, @si& Vice President, was responsible for the g of this report

2. Thatl attended Texas A&M University, and that Aduated with a Bachelor of Science degree in RetnolEngineering in the ye
1974; that | am a Registered Professional Engimmettre State of Texas; that | am a member of tiberiational Society of
Petroleum Engineers and the American AssociatidPetfoleum Geologists; and that | have in excegbafears of experience in
the oil and gas reservoir studies and reservesiatiahs.

/sl Paul J. Szatkowski, P.

Paul J. Szatkowski, P.I
[SEAL] Senior Vice Presidel

DeGolyer and MacNaughtc




