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CO rpO ra-te p rOﬂ |e Cygam Energy Inc. is a

publicly traded exploration company with producing oil and gas properties in
Canada and extensive international exploration concessions. The main focus

of the Corporation is the creation of shareholder value through the acquisition,
exploration and development of international permits, primarily in Italy, Tunisia and
the Mediterranean area. Cygam currently holds various interests in five exploratory
concessions in ltaly and four exploratory concessions in Tunisia encompassing
approximately 4 million gross acres (over 2.8 million net acres).

ann Ua| meeﬂ ﬂg The Annual Special Meeting of Shareholders of Cygam Energy Inc. is to be held at
2:00 p.m. on Thursday June 26, 2008, in the Plaza Room, Metropolitan Centre, 333 — 4th Avenue S.W., Calgary, Alberta.
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fO rwa rd - | 00O k| N g State me DTS This annual report includes forward-looking statements regarding

Cygam'’s operations, anticipated financial performance, business prospects and strategies. Forward-looking information
may involve words such as “believe”, “expect”, “anticipate”, or similar words implying future outcomes. Readers are
cautioned not to place undue reliance on forward-looking information because it is possible that predictions, forecasts
and other forms of forward-looking information will not be achieved by Cygam Energy Inc. Cygam Energy Inc. is under no

obligation to update publicly or otherwise revise any forward-looking information.



TO SHAREHOLDERS

2007 was a year of increased activity for the Corporation. It was also a year filled with high expectations and
disappointments. Cygam drilled one high risk/high potential well on the Jorf permit in Tunisia. This well needed
to be drilled before a firm deadline, or the Corporation would have been forced to pay a substantial penalty.
The well was a “geological success”, as it found an excellent reef structure as interpreted through seismic data;
unfortunately, no hydrocarbons were recovered during the testing period.

In Italy, the Posta Piana well was also disappointing as it failed to encounter hydrocarbons in one horizon which
had very good tests from an older well drilled only a few hundred metres away. This well is currently being
acidized in another zone. On a more positive note, seismic acquisition and/or reprocessing and interpretation at
Bazma, Sud Tozeur, Sud Remada, B.R268.RG and Montalbano high-graded several structures which will be our
exploration focus in 2008 and 2009.

Cygam’s strategy for 2008 is to continue to high-grade and diligently explore all the other permits in its extensive
portfolio with the conviction that several of them can hold significant amounts of hydrocarbons.

Financing

On March 29, 2007, Cygam engaged Tristone Capital Inc. to act as its agent in connection with a private
placement to institutional investors and retail clients. The private placement closed on May 23rd and raised
aggregate gross proceeds of $10,000,000 at a price of $1.00 per common share. Proceeds from the offering
were allocated to augment Cygam'’s existing working capital, to fund the ongoing exploration of oil and gas
permits in Tunisia and Italy and to look for potential new opportunities in the Mediterranean area.

Activities in Italy

In January 2007, Cygam announced the official award of the C.R148.VG (Aretusa) permit offshore southern Sicily.
The Corporation has a 100% interest in this 83,267 acre permit where a large Triassic structure is expected to
have significant hydrocarbon potential.

In April, an application was made for an additional exploration permit called Masseria Montarozzo, located
immediately east of the Posta Nuova permit and where available seismic data indicates the presence of an
Oligocene-Miocene structure.

In May, Cygam commenced drilling the Posta Piana well on the Posta Nuova permit. Production casing was set
to 1,147 metres and four potential reservoir intervals were tested with mixed results. The well is currently awaiting
acid stimulation in one of the potential reservoir intervals.

In July, the Corporation received final ministerial approval for the Civitaquana permit and commenced preliminary
geological studies on Miocene to Triassic targets similar to the potential targets in the B.R268.RG permit.

Throughout the year, existing seismic data was acquired on both the offshore B.R268.RG permit and on the
Montalbano permit in southern Italy; reprocessing and interpretation of all the data was initiated and is continuing.
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Activities in Tunisia

In January 2007, the Corporation completed a 61 km 2D seismic acquisition program on the Sud Tozeur block
to further define a prospect in close proximity to the Sud Nefta well, drilled in 1998, which encountered very high
pressures and had indications of hydrocarbons in the Triassic, Ordovician and Cambrian levels. The Sud Nefta
well is the only well drilled on this large 1,082,283 acre block. In February, Cygam converted the Sud Tozeur
prospecting permit into an exploration permit and in July received official approval to conduct exploration and
drilling activities on the block for an initial period of four years.

In February and March, Cygam conducted a 166 km seismic program at Jorf. Processing and interpretation of the
new data led to the drilling of a Permian prospect in late July. Drilling confirmed the presence of good seal rocks
and of an excellent dolomitized and porous reef as interpreted through seismic. Unfortunately a production test
failed to recover hydrocarbons and the well was abandoned. The Corporation paid for 55% of seismic and drilling
costs, while three joint venture partners paid for 45% of costs to earn a 30% working interest in the southern half
of the permit. Cygam extended the Jorf permit until February 6, 2009, by committing to acquire approximately
200 kilometres of new 2D seismic data in the northern portion of the permit where additional deeper Permian
prospects have been identified.

In July-August, the corporation participated for a 14% working interest in the acquisition of approximately
200 kilometres of new 2D seismic data at Sud Remada. Seismic interpretation confirmed the presence of two
very large Ordovician structures and plans were made to drill one of them in 2008.

Late in the year, our Tunis office commenced a comprehensive geophysical interpretation of extensive seismic data
on the Bazma and Sud Tozeur permits.

Canadian activities and production

In January 2007, ConocoPhillips, the operator of the South Edson unitized gas field, placed a new well on
production at 9-19-50-16 W5M and in December another well was drilled in the same unit. This most recent
well at 6-30-50-16 W5M is currently being tied into the pipeline system. Cygam has approximately a 9% working
interest in the South Edson gas unit. Production from Canadian wells remained virtually constant in 2007, at
36.3 boe per day.

Programs for 2008 and beyond

Activities in the first quarter of 2008 included continuing geophysical interpretation on the Bazma and Sud Tozeur
permits in Tunisia plus the completion, testing and ongoing tie-in operations at the 6-30-50-16 W5M well in the
South Edson gas unit.

On March 28, drilling operations commenced at the TT2 well on the Sud Remada block to test a large structure,
approximately 65 square kilometres in size. The Ordovician Bir Ben Tartar sandstone is the main target. It is
expected that drilling, coring and testing operations will continue until the end of April.

In April, Cygam commenced an acid stimulation of one prospective sandstone unit in the Posta Piana well on the
Posta Nuova permit in southern ltaly. Depending on completion results, further steps will be taken to either place
the well on production or abandon it.

The Corporation is currently finalizing joint venture agreements with several industry partners which have agreed

to participate in seismic and drilling operations at Bazma, Jorf and Sud Tozeur on a promoted basis. Final
acquisition parameters are being prepared for two seismic programs which will be conducted in July-August at
Bazma (56 km) and Jorf (approximately 200 km). Both programs will be operated by CGG, the French geophysical
company with the most experience in Tunisia. Cygam also expects to execute agreement and/or letters of intent to
potentially move two modern drilling rigs into Tunisia together with other industry partners. This should alleviate the
serious drilling rig shortage in the country and guarantee that the Corporation will have better control on the timing
of execution of its drilling plans.
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Later in the year, Cygam will drill an exploratory well in the Bazma permit on a structure very close to the producing
Tarfa gas/condensate field. The 56 kilometre seismic program at Bazma will confirm the actual drilling location.
Long delivery items such as wellhead and casing have already been purchased ahead of drilling.

Drilling plans are also being made at Sud Tozeur where preliminary seismic interpretation has identified several
structures on this 1,082,283 acre permit. Management is working diligently on securing a suitable drilling rig to dfrill
a deep Ordovician test by early 2009.

In Italy, Cygam is currently conducting a quality inspection on selected seismic lines on the Civitaguana and
C.R148.VG (Aretusa) permits which will then be purchased and reprocessed. Both permits will require acquisition
of new seismic data (2D and/or 3D) to satisfy the work commitment. The new seismic acquisition programs are
scheduled for 2009.

In the B.R268.RG permit, re-processing of 380 kilometres of marine seismic data has been completed and
final interpretation is scheduled for completion by late June. Cygam is currently looking for a suitable jack-up rig
capable of drilling a 4,500 metre well on the Elsa structure.

In the Montalbano permit, where the Corporation has a 30% working interest, recent seismic interpretation
has outlined a drillable structure with Pliocene hydrocarbon potential. Drilling plans are currently being made
with a target date of late 2008 — early 2009, depending on drilling rig availability. Management may elect

to farm-out a portion or all its interest in this project and concentrate its efforts on the permits where the
Corporation has a higher working interest and significantly greater potential.

Lastly, Cygam will continue to look for other participation opportunities in the Mediterranean region as the true
strength of Cygam is its ability to envision exploration opportunities and generate prospects in high potential areas.
Such exposure to multiple international projects will reduce the inherent risk of oil and gas exploration and increase
the probability of making one or more significant discoveries.

Cygam has sufficient working capital and expressions of interest from potential joint venture partners to conduct
the 2008 exploration program and will continue to identify and pursue opportunities in the capital markets for
equity financing.
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In closing, | would like to extend sincere thanks to all the shareholders who have been with us since inception
and welcome the new shareholders who participated in the 2007 financing for their continued support of
Cygam’s program of international exploration. | also wish to thank the Corporation’s management and staff
for their dedication and great work under challenging and often under-staffed conditions. We look forward

to successful drilling in Italy, Tunisia and the Mediterranean region where we believe Cygam has excellent
opportunities for success.

On behalf of the Board of Directors,
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Dario E. Sodero
President and Chief Executive Officer

April 17, 2008
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REVIEW

Cygam currently has an interest in five exploratory permits in Italy and four exploratory permits in Tunisia totalling
3,931,446 gross acres (2,828,186 net acres before pending farm-outs). In 2007, the Corporation submitted an
application for an additional permit in Italy and expects to add additional exploration permits in proven, producing,
circum-Mediterranean sedimentary basins in 2008.

Cygam Energy Inc., is conducting international exploration activities in Italy through its wholly owned subsidiary,
Vega Oil S.p.A., and in Tunisia through its other wholly owned subsidiary, Rigo Oil Company Limited. In the
following description of international opportunities only the names of “Cygam” or the “Corporation” will be used.

ITALIAN OPERATIONS

[taly is the third largest producer of crude oil and natural gas in Europe, after the United Kingdom and Norway.

In 2007, Italy produced approximately 256,000 barrels of oil equivalent per day (boepd), comprised of 101,000
barrels of oil per day (bopd) and 930 million cubic feet per day (Mmcf/d) of natural gas. The giant Monte Alpi and
Tempa Rossa fields, onshore southern ltaly, are the largest oil fields in continental Europe, with combined reserves
in place of approximately 6 billion barrels. The Monte Alpi field contributed approximately 91,000 boe to Italy’s total
daily production in 2007. The Tempa Rossa field is not yet on production.

[taly’s royalty structure is one of the best in the world. For offshore permits, the state royalty on oil production is only
4%, with a provision that no royalties are paid on fields which have yearly production less than 300,000 barrels of oil.
Offshore gas production is subject to a 7% royalty, but the first 1,750 Mmcf per year, per field, are also royalty free.
For onshore permits, the state royalty on production of both oil and gas is a maximum of 7%, with a provision that no
royalties are paid on yearly production less than 125,000 barrels of oil and 700 Mmcf of gas per field. The corporate
tax is a maximum of 28% and there are no restrictions on repatriation of profits.

Management believes that three of the five exploratory permits in ltaly have the potential of finding substantial
reserves. In the following pages a geological assessment and an update on activities is provided only for the three
major permits. It is recommended that shareholders go to Cygam'’s website at www.cygamenergyinc.com for
additional information, maps and selected seismic data on all permits.

The following map (Figure 1) shows the location of the five Italian permits which have been officially awarded to
Cygam and of the additional permit still under application. The Corporation currently holds 354,580 gross acres
onshore and offshore Italy (251,285 net acres).

B.R268.RG (Miglianico East) Permit

This permit, located offshore in the Adriatic Sea, is 126.68 square kilometres in size (31,302 acres) and was
officially awarded on March 24, 2005, for an initial six-year term. Cygam currently has a 60% working interest and
will have a 20% free carried interest in the first well drilled on the block. Cygam has purchased 380 kilometres of
existing 2D seismic data which has now been re-processed. Final interpretation, expected by late June, will focus
on the selection of the optimal location on the “Elsa” structure, where the Elsa #1 well was drilled in 1992 to a
depth of 4,841 metres. Primary objectives in the permit are turbidites of the Cretaceous Maiolica Formation which
typically have a porosity of 18 to 19% and permeability of 10 to 100 millidarcies. Other potential reservoir rocks
include fractured Jurassic carbonates of the Massiccio Formation, located beneath the Maiolica, and the shallower
Scaglia formation.
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