MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATION
Three and six month periods ended June 30, 2011
Management’s discussion and analysis (MD&A) is current to August 15, 2011 and is management’s assessment of the operations
and the financial results together with future prospects of CGX Energy Inc. (“CGX” or the “Company”). All figures are in
United States Dollars, unless otherwise stated. This MD&A should be read in conjunction with the Company’s unaudited interim
consolidated financial statements (the “Financial Statements”) and the related notes for the three and six month periods ended
June 30, 2011 and the audited consolidated financial statements and related notes for the years ended December 31, 2010 and
2009. This discussion contains forward-looking statements that are not historical in nature and involves risks and uncertainties.
Forward-looking statements are not guarantees as to CGX’s future results as there are inherent difficulties in predicting future
results. Accordingly, actual results could differ materially from those expressed or implied in the forward-looking statements.
The Company has adopted National Instrument 51-102F1 as the guideline in presenting the MD&A. Additional information
relevant to the Company’s activities, including the Company’s Annual Report, can be found on SEDAR at www.sedar.com.

Cautionary Note Regarding Forward Looking Statements
This Management’s Discussion and Analysis includes "forward-looking statements", within the meaning of
applicable securities legislation, which are based on the opinions and estimates of Management and are subject to a
variety of risks and uncertainties and other factors that could cause actual events or results to differ materially from
those projected in the forward looking statements. Forward-looking statements are often, but not always, identified
by the use of words such as "seek", "anticipate", "budget", "plan", "continue", "estimate", "expect", "forecast",
"may", "will", "project", "predict", "potential", "targeting", "intend", "could", "might", "should", "believe" and
similar words suggesting future outcomes or statements regarding an outlook. Such risks and uncertainties include,
but are not limited to, risks associated with the oil and gas industry (including operational risks in exploration
development and production; delays or changes in plans with respect to exploration or development projects or
capital expenditures; the uncertainty of reserve estimates; the uncertainty of estimates and projections in relation to
production, costs and expenses; the uncertainty surrounding the ability of CGX to obtain all permits, consents or
authorizations required for its operations and activities; and health safety and environmental risks), the risk of
commodity price and foreign exchange rate fluctuations, the ability of CGX to fund the capital and operating
expenses necessary to achieve the business objectives, the uncertainty associated with commercial negotiations and
negotiating with foreign governments and risks associated with international business activities, as well as those
risks described in public disclosure documents filed by CGX. Due to the risks, uncertainties and assumptions
inherent in forward-looking statements, prospective investors in securities of CGX should not place undue reliance
on these forward-looking statements. Statements in relation to "reserves" and “resources” are deemed to be
forward-looking statements, as they involve the implied assessment, based on certain estimates and assumptions,
that the reserves described can be profitably produced in the future.
Readers are cautioned that the foregoing lists of risks, uncertainties and other factors are not exhaustive. The
forward-looking statements contained in this MD&A are made as of the date hereof and the Company undertakes no
obligation to update publicly or revise any forward-looking statements contained in this document or in any other
documents filed with Canadian securities regulatory authorities, whether as a result of new information, future
events or otherwise, except in accordance with applicable securities laws. The forward-looking statements
contained in this document are expressly qualified by this cautionary statement.

OVERVIEW
CGX Energy Inc. was created in 1998 for the primary purpose of exploring offshore Guyana, South America. As at
June 30, 2011, CGX holds an interest in four Petroleum Agreements (PA) covering approximately 7.8 million gross
acres (approximately 6.2 million acres net) offshore and onshore Guyana. Each PA corresponds to a separate
Petroleum Prospecting Licence (PPL), with the exception of the Corentyne PA, that is split into two PPL’s, the
Annex PPL which is owned 100% by CGX Resources Inc. and the Corentyne PPL which is split into two
components - the exploration rights offshore owned 100% by CGX Resources Inc. and the exploration rights
onshore owned 100% by ON Energy Inc. having been transferred to ON Energy Inc. by CGX in September 2003.
In 1999, exploration was actively underway with an 1800 km seismic program, leading to the start-up of drilling at
our Eagle target in June 2000. However, a border dispute between Guyana and Suriname led to us being forced off
the Eagle location by gunboats from Suriname. As a result of that incident, all active exploration offshore by CGX
and the other operators in the area, including Exxon and Maxus (Repsol YPF), were suspended.
On September 17, 2007, the International Tribunal on the Law of the Sea (ITLOS) awarded a maritime boundary
between Guyana and Suriname. In the decision the ITLOS Tribunal determined that it had the jurisdiction to decide
on the merits of the dispute, and that the line adopted by the Tribunal to delimit the Parties’ continental shelf and
exclusive economic zone follows an unadjusted equidistance line. The arbitration is compulsory and binding. CGX
had committed to finance a significant portion of Guyana’s legal expense, which cost CGX $9.8 million. The
decision was extremely positive for CGX, as it concluded that 93% of CGX's Corentyne Licence and 100% of the
Georgetown Licence are in Guyana territory. Our Eagle drilling location in 2000 was 15 kilometres within this
border award.
During the intervening period, we expanded our regional understanding of the Basin by acquiring and reinterpreting
historic information, mainly seismic data, and acquiring interests in the surrounding concessions.
In January 2001, we acquired the one-million-acre Annex PPL, after relinquishing a similar-sized portion of the
Corentyne PPL we viewed as less prospective. We subsequently acquired 3800 kilometres of vintage seismic and
have been reprocessing and reinterpreting our data from and adjacent to the Annex.
In June 2002, we purchased AGIP Guyana’s 25% interest in the adjoining 1.7-million-acre Georgetown PPL.
Through a data exchange, we already had 1700 kilometres of seismic that had been shot in 1999 in conjunction with
our own 1800-kilometer program on the Corentyne PPL.
In December 2003, we purchased Century Guyana Inc.’s 100% interest in the 2.8-million-acre Pomeroon PPL. The
Government of Guyana approved the transfer in July 2004. We have completed a regional reinterpretation of
existing data to identify priority areas for future seismic. Additional field seismic and exploration drilling on the
Pomeroon PPL has been deferred pending concurrence by Guyana and Venezuela of the maritime boundary between
the two countries.
In September 2003, CGX created a wholly-owned subsidiary company, ON Energy Inc. (“ON”) registered in
Guyana to hold the 427,000 acre Corentyne Onshore PPL, and to acquire the new 387,000-acre Berbice PPL,
collectively the Berbice Block. In 2003, we completed a very large geochemical survey and reinterpreted existing
aeromagnetic data that covered the Berbice Block and surrounding region. Following two private placements within
ON raising a total of $9.1 million in which CGX invested $4.6 million, CGX's interest has been reduced to 62% in
ON. A labour intensive seismic survey was conducted, employing up to 250 local personnel. Drilling commenced
in May 2005, resulting in three dry and abandoned wells.
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Since the resolution of the Guyana/Suriname Maritime Border, activity has increased significantly. Since September
2008, over US$125 million of new seismic were acquired in the basin. Esso Guyana and the Government of Guyana
have completed two large 2D programs. CGX acquired 505 sq km of 3D seismic program on the Corentyne PPL,
and 1839 sq km of 3D on the Georgetown PPL with Repsol, Tullow and YPF Guyana. Offshore Suriname, Murphy
completed a 1500 sq km 3D seismic program in March 2009. In June 2009, Inpex completed a large 3D program in
their block offshore Suriname.
In July 2011, CGX announced a shareholders rights plan (the “Rights Plan”) for fair and equal treatment of
shareholders in connection with any take-over bid for the outstanding securities of the Company. The Rights Plan
provides the Board of Directors with 60 days to assess a take-over bid, consider alternatives as a means of
maximizing shareholder value. The Rights Plan becomes exercisable only if a person acquires or announces
intention to acquire 20% or more of the common shares of the Company.
In November 2008, Tullow announced they had acquired a 30% interest in the Georgetown PPL from YPF Guyana.
In January 2009, Shell acquired a 25% interest from Esso in the Stabroek PA. In late 2009, Tullow farmed out the
cost of its 3D seismic and a well commitment to Shell and TOTAL offshore French Guiana.
In June 2010, Atwood Oceanics Pacific Limited contracted their Atwood Beacon jack-up drill rig to each of Murphy
Oil Corporation, INPEX Corporation and Repsol YPF S.A. for the drilling of four wells in the Guyana-Suriname
Basin. CGX will participate in one of these wells on the Georgetown PPL. The Georgetown Well will test the
Cretaceous Turonian prospect at 6,500 m, where success would effectively de-risk the Turonian prospect at the
Corentyne Well. The Corentyne Well is now being targeted to just 3,300 m to test the Tertiary Eocene trend. In the
fourth quarter of 2010, Murphy had a dryhole on its first prospect that was drilled to the Turonian. Because of
weather causing high surf, Murphy were delayed by over two months in trying move the rig. In March 2011, they
commenced drilling on their second well targeting a Paleocene prospect that was also a dryhole. In April 2011, the
Atwood Beacon moved to drill an Albian prospect for Inpex, and then will drill the Jaguar Turonian test operated by
Repsol in which CGX has a 25% interest. Murphy’s inability to move the rig delayed the drilling of Jaguar until the
second half of 2011. Also in March 2011, using a semi-submersible drill rig, Tullow commenced the drilling of a
Turonian prospect offshore French Guiana.
On August 17, 2010, CGX closed its financing of 40,000,000 common shares of the Corporation at a price of
C$0.50 per share for total gross proceeds to the Corporation of C$20,000,000 or US$19,186,500.
On December 14, 2010, CGX closed its financing of 25,587,500 common shares of the Corporation at a price of
C$0.90 per share for total gross proceeds to the Corporation of C$23,028,750 or US$22,880,000.
These proceeds are being used to fund its share of the drilling in 2011 of the Jaguar exploration well on the
Georgetown PPL, and will be used towards the drilling of the Eagle exploration well on the Corentyne PPL in the
first half of 2012, each in order to fulfill the exploration obligations of the Corporation’s in respect of such PPLs.
CGX is funded for drilling of Jaguar with its 25% share of costs estimated to be $30 to $40 million. In parallel,
Jefferies Randall & Dewey (JRD) have been retained to market the opportunity to a joint venture partner to
earn an interest in the Corentyne PA and/or the Company’s interest in the Georgetown PA by committing to
drill an exploration well. JRD continues to market the opportunity for a joint venture partner(s) to earn a promoted
interest in the Corentyne PPL by drilling an exploration well. The preference is to drill this well deep to test a
Turonian prospect adjacent to the Jaguar prospect on the Georgetown PPL, with potential higher uphole in the
Campanian, Maastrichtian and Eocene. The revised cost estimate for Eagle Deep has increased to US$90 to US$100
million from US$70 million due to additional costs in a “post-Macondo” environment. However the minimum, work
commitment can be fulfilled by drilling a shallow well to test the Eagle Eocene prospect to approximately 3,500
metres. The current cost estimate to drill the Eagle-1 well to 3,500 metres is US$40 million, an increase of US$6
million from 2010 cost estimates.
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Guyana Operations
Corentyne PA, Guyana
The Corentyne PA covers approximately 2.9 million acres with the Annex PPL (1.0 million acres) held 100%, and
the offshore portion of the Corentyne PPL (1.5 million acres) held 100% and the onshore portion of the Corentyne
PPL (0.4 million acres) held net 62% by CGX through ON Energy. Because sovereign issues between Guyana and
Suriname prevented unhindered access to a portion of the contract area, the term of the contract was extended to
June 2013.
During 2008, we shot a 505 square kilometer 3D seismic program to enhance our interpretation of our newly defined
Eagle Deep prospect, a large stratigraphic trap in the Cretaceous. The cost of the seismic program was
approximately US$8 million.
Processing and interpretation of the 3D program, the first shot offshore Guyana, was completed in 2009. To further
advance the interpretation, international experts were consulted. Data Modeling Inc. used proprietary artificial
intelligence to solve for acoustic velocity of the rock layers. In addition, CGX engaged Rock Solid Images to
estimate the reservoir properties of lithology, porosity and pore fluid from the seismic data within the identified
targets.
As a result of the collaboration, the primary prospect is a Turonian sand at approximately 5,600 metres. It is
overlain by leads in the Campanian (Eagle Deep) and Maastrichtian, plus a prospect in the Eocene (Eagle).
However, because the offset Georgetown Well will test the Cretaceous Turonian prospect, the Corentyne Well is
now being targeted to just 3,300 m to test the Tertiary Eocene trend. If either the Georgetown Well in the Turoniam,
or Inex’s nearby well in the Albian is successful, a second well would be planned for the Corentyne PA. Design of
the drilling program is being finalized prior to tendering for a jackup drillrig. The optimum well location is 5.6
kilometres south of the target chosen using 2D in June 2000, and is 12.6 kilometres inside Guyana’s Maritime
Boundary with Suriname. A Strategic Environmental Assessment for drilling has been approved by the Government.
On April 15, 2011, an Independent Resource Assessment was completed by Gustavson Associates LLC of Boulder,
Colorado, U.S.A. (Gustavson) for three prospects on the Corentyne PPL that could be tested by the Eagle well. The
resource estimate has not changed from their report dated March 3, 2010, as no new material data has been acquired
since the last report. Using probabilistic analysis, Gustavson calculated a total best estimate (P50) Prospective
Resource in the three prospects to be 2.8 billion barrels of oil. No commercial discoveries have been made in the
offshore Guyana basin and hence there have been no reserves found. Historic well data, regional geology and
2D plus 3D seismic were reviewed by Gustavson to prepare a probabilistic Resource Estimate of that portion of the
prospects lying entirely within the Corentyne PPL. The Resource Assessment has been filed on SEDAR
(www.sedar.com) and on the Company's website (www.cgxenergy.com). The Gustavson resource estimates were
prepared in accordance with the requirements of Canadian National Instrument 51-101 Standards of Disclosure for
Oil and Gas Activities ("NI 51-101").
As of June 15, 2011, an Independent Resources Evaluation was completed by DeGolyer and MacNaughton of
Dallas, Texas, USA (D&M) for two Cretaceous Albian prospects (Crabwood and Kabukalli) also located on CGX’s
Corentyne Offshore Petroleum Prospecting Licence (PPL). Using probabilistic analysis, D&M has estimated a total
best estimate (P50) Prospective Resources for the two prospects of 325 million barrels of oil. The Evaluation has
been filed on SEDAR (www.sedar.com) and on CGX’s website (www.cgxenergy.com). This D&M Prospective
Resources Evaluation is in addition to the Gustavson Report of April 15, 2011 which addressed three other
prospects. The D&M prospective resources estimates were prepared in accordance with the requirements of
Canadian National Instrument 51-101 Standards of Disclosure for Oil and Gas Activities Section 5.9 ("NI 51-101").
On October 14, 2010, the Company signed a proper and punctual performance guarantee of the obligations of the
Company to the Minister Responsible for Petroleum of the Republic of Guyana to pay the Company’s proportionate
percentage interest share of the minimum expenditure obligation for the first phase of the second renewal period.
The Guarantee is intended to be and shall be constructed as continuing, absolute, unconditional and irrevocable
guarantee for up to an aggregate maximum of $3,400,000 and shall remain in force and effect until the end of the
first phase of eighteen months of the second renewal period under the agreement which started on June 25, 2010.
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Georgetown PA, Guyana
Maxus Guyana was granted the Georgetown PA on November 25, 1997. Because sovereign issues between Guyana
and Suriname prevented unhindered access to a portion of the contract area, after the ITLOS decision in September
2007 that preserved 100% of the Georgetown PA, the original 10-year term of the contract was extended to
November 2012. The Georgetown PA currently covers 1.7 million acres.
In 1999, 1,700 kilometres of solid-state 2D seismic were shot in conjunction with the program being shot on the
Corentyne PPL. In March 2000, AGIP Guyana B.V. acquired a 25% interest in the PA. Exploration was
subsequently suspended in 2000 as a significant portion of the PA was also in the area of overlapping border claims
between Guyana and Suriname.
In June 2002, CGX purchased the 25% participating interest from AGIP Guyana, B.V. for $0.1 million and $1.1
million at the spud of the first well on the PA that targets one of the Tertiary turbidite prospects previously identified
by ENI in which CGX participates. The original vendor retains a 2.7% right to ownership of Profit Oil on the
Company’s 25% participating interest. The Operator of the Georgetown PA is Repsol Exploracion SA (15%), with
partners YPF Guyana (30%) and Tullow Guyana (30%). Confidentiality agreements amongst the partners limit the
detail that can be released with respect to contract terms, however they are similar to those for the Corentyne PA.
During 2008/2009, 1,839 square kilometres of 3D seismic were shot in conjunction with CGX’s program on the
Corentyne PPL. CGX’s share of the acquisition and processing was approximately US$10 million. The majority of
services and supplies have been contracted to commence drilling the Jaguar well in the second half of 2011.
On March 22, 2010, the Company signed a proper and punctual performance guarantee of the obligations of the
Company to the Minister Responsible for Petroleum of the Republic of Guyana to pay the Company’s proportionate
percentage interest share of the minimum expenditure obligation for the first phase of the second renewal period.
The Guarantee is intended to be and shall be constructed as continuing, absolute, unconditional and irrevocable
guarantee for up to an aggregate maximum of $2,000,000 and shall remain in force and effect until the end of the
first phase of eighteen months of the second renewal period under the agreement which started on November 25,
2009. To satisfy the Minimum Work Program during the 2nd Renewal Phase 1 of the contract, the Georgetown
participants committed to drill an exploration well during the period ending May 2011. Most of the drilling supplies
are either in transit or in-country, but the drill rig will be delayed until the third quarter due to weather delays and
drilling problems preventing the rig from moving offshore Suriname on schedule. The Georgetown Participants have
advised the government of these circumstances beyond their control and have applied for a deferral of the
commitment.
Pomeroon PA, Guyana
The Company, through its wholly-owned subsidiary, CGX Resources Inc., entered into an asset purchase agreement
with Century Guyana, Ltd. (Century) to acquire Century's 100% interest in the Pomeroon PA located offshore in the
East Venezuela Basin. The Government of Guyana approved this transfer in July, 2004. The purchase price
consisted of a payment of $0.1 million plus the issuance of 2,000,000 common shares of the Company. CGX has
assigned to Century an overriding royalty interest consisting of 2.5% of all revenues to the extent that the revenues
are directly attributable to the contractor's share of Profit Oil.
The Pomeroon PA issued by the Government of Guyana in November 1997 is approximately 2.8 million acres and
is located between CGX's 100%-owned Annex portion of the Corentyne PA, and the Plataforma Deltana, which is
offshore Venezuela. Like many maritime boundaries in the world, the border between Venezuela and Guyana has
not yet been resolved. It is further complicated by a land border dispute by Venezuela that is being pursued at the
diplomatic level, and through the United Nations Good Officer process.
Application has been made to extend the term of the PA to November 2013. Pending a border resolution,
exploration activity that would have required physical presence on the licence to fulfill the terms of the minimum
work program has been deemed complete. Under the First Renewal Phase 2, the minimum work program is to
complete either 100 square kilometers of 3D seismic or 500 kilometers of 2D seismic or drill an exploration well.
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Berbice PA, Guyana
CGX applied to the government of Guyana for the Berbice PA of approximately 387,000 acre adjacent to the
Corentyne Onshore PPL which was granted in October 2003 and has been registered directly to ON (“Berbice PA”).
By completing aeromag re-interpretation, a geochemical sampling program and a 2D seismic program, the minimum
work obligations were fulfilled through the Initial Period. Effective October 2007, the Licence was extended three
additional years into the First Renewal Period during which additional interpretation was completed. Negotiations
are underway for the Second Renewal period to conduct an airborne geotechnical survey at a cost of less than $1
million. ON is also attempting to farm out the minimum work commitments to a third party.
Cumulative Expenditures to Date
As at June 30, 2011, the Company has incurred costs of approximately $61.1 million on the acquisition and
exploration of its four licences in Guyana. In addition, the Company has incurred approximately $9.8 million in
legal fees defending its title to licences in Guyana at the International Tribunal on the Law of the Sea (ITLOS) as
part of the maritime boundary dispute between Guyana and Suriname that was resolved in 2007.
Staging Facility and Wharf, Guyana
CGX is currently in the process of completing staging facilities to be used in the assistance and logistics for drilling
of the Eagle Well. To date, the Company has fenced in the yard, constructed an office and sanitary services,
installed two fuel tanks that can accommodate 20,000 of liters and completed an internal access road with crusher
run and sand filling. The Company has also started work on a two kilometer access road. This project will continue
in the second half of 2011.
Trends
The economic crisis that started in the financial sector in 2008 and precipitated a global recession, stabilized and
demonstrated good recovery across most sectors throughout the second half of 2009 and has continued through
2011. The oil and gas industry underwent massive down-scaling, with capital investment dramatically reduced and
major projects cancelled or deferred. Credit markets became inaccessible and many oil and gas companies, faced
with drastically reduced cash flow following the oil price collapse, struggled to finance day-to-day operations or
simply folded in the absence of equity or debt financing. During the latter half of 2009 and into 2011, the rebound in
oil prices from YE 2008 lows of $30 to $100 per barrel has re-awakened the equity markets and has recently seen
significant M&A activity, industry consolidation and selective equity financings in the oil and gas sector.
Current financial markets are likely to be volatile in Canada for the second half of 2011, reflecting ongoing concerns
about the stability of the global economy, sovereign debt levels and possible default, weakening global growth
prospects and instability in Africa and the Middle East. Unprecedented uncertainty in the credit markets has also led
to increased difficulties in borrowing/raising funds. Companies worldwide continue to be affected by these trends.
The future performance of the Company is largely tied to the exploration and development of the properties in
Guyana. The Company may have difficulties raising equity or debt financing for the purpose of carrying out
exploration and development activities with respect to its Guyana properties particularly without excessively
diluting present shareholders of the Company. See “Risk Factors”.
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Results of Operations
THREE MONTH PERIOD ENDED JUNE 30, 2011
The Company incurred a net loss of $6,911,172, or $0.04 a share for the three month period ended June 30, 2011,
compared with a net loss of $2,655,034, or $0.02 a share for the same period in 2010 for the reasons discussed
below.
CGX incurred exploration and evaluation expenditures of $5,823,237 for the three month period ended June 30,
2011 compared to $1,878,648 in 2010. The increase is due to the Company continuing to advance its properties and
prepare for drilling on both the Georgetown and Corentyne properties in 2011. These costs are expected to increase
in the upcoming periods.
CGX incurred a foreign exchange gain of $86,070 for the three month period ended June 30, 2011 compared to a
loss of $38,512 in 2010. The difference is due to the changes in the foreign exchange rates during the last fiscal
period on balances held in Canadian Dollar bank accounts as the Canadian dollar continued to strengthen against the
US dollar.
The Company had a loss on marketable securities of $1,721 during the three month period ended June 30, 2011
compared to a loss on marketable securities of $63,592 in the same period of 2010. As the Company has sold the
majority of its marketable securities in 2011, these gains and losses are not expected to be significant in future
periods.
Shareholder information costs increased in the three month period ended June 30, 2011 by $20,582 to $69,806
compared to $49,224 in the same period in 2010. This amount relates to the costs of issuing press releases, transfer
agents, investor presentations, and electronic dissemination of information.
General and administration costs increased by $117,464 to $514,037 in the three month period ended June 30, 2011
from $396,573 in 2010. These costs were incurred as a result of operating two offices in two countries although the
majority of these costs were incurred in Canada. The increase is attributable to travel costs to and in Guyana as the
Company took more trips during the quarter as compared to the prior period and the significant increase in the
CDN$.
Professional fees for the three month period ended June 30, 2011 were $37,418 compared to $40,411 in the same
period of 2010. These fees are expected to be consistent quarter to quarter.
Consulting fees increased by $159,820 to $346,559 during the three month period ended June 30, 2011 compared to
$189,739 in 2010. Consulting fees include fees paid to management and increased mainly due to the use of more
consultants as compared to the prior period and the significant increase in the CDN$. These fees are expected to be
consistent in the next quarter.
The Company incurred stock-based compensation during the three month period ended June 30, 2011 of $214,000
compared to $Nil for the same period in 2010. Stock-based compensation expenses are booked based on the
valuation of options using the Black-Scholes model. The expense varies based on the number of options issued and
or vested in the period and the underlying assumptions used in the model.

Management Discussion & Analysis
Three and six month period ended June 30, 2011

Page 7 of 26

SIX MONTH PERIOD ENDED JUNE 30, 2011
The Company incurred a net loss of $8,641,891, or $0.04 a share for the six month period ended June 30, 2011,
compared with a net loss of $4,454,311, or $0.03 a share for the same period in 2010 for the reasons discussed
below.
CGX incurred exploration and evaluation expenditures of $7,181,135 for the six month period ended June 30, 2011
compared to $2,823,538 in 2010. The increase is due to the Company continuing to advance its properties and
prepare for drilling on both the Georgetown and Corentyne properties in 2011. These costs are expected to increase
in the upcoming periods.
CGX incurred a foreign exchange gain of $438,805 for the six month period ended June 30, 2011 compared to
$21,363 in 2010. The difference is due to the large changes in the foreign exchange rates during 2011 on balances
held in Canadian Dollar bank accounts as the Canadian dollar continued to strengthen against the US dollar.
The Company had a gain on marketable securities of $34,362 during the six month period ended June 30, 2011
compared to $26,973 in the same period of 2010. As the Company has sold the majority of its marketable securities
in 2011, these gains and losses are not expected to be significant in future periods.
Shareholder information costs increased in the six month period ended June 30, 2011 by $57,715 to $216,794
compared to $159,079 in the same period in 2010. This amount relates to the costs of issuing press releases, transfer
agents, investor presentations, and electronic dissemination of information.
General and administration costs increased by $27,423 to $877,518 in the six month period ended June 30, 2011
from $850,095 in 2010. These costs were incurred as a result of operating two offices in two countries although the
majority of these costs were incurred in Canada. The increase is primarily attributable the significant increase in the
CDN$.
Professional fees for the six month period ended June 30, 2011 were $61,818 compared to $52,219 in the same
period of 2010. These fees are expected to be consistent quarter to quarter.
Consulting fees increased by $221,709 to $583,111 during the six month period ended June 30, 2011 compared to
$361,402 in 2010. Consulting fees include fees paid to management and increased mainly due to the use of more
consultants as compared to the prior period and the significant increase in the CDN$. These fees are expected to be
consistent in the next quarter.
The Company incurred stock-based compensation during the six month period ended June 30, 2011 of $214,000
compared to $260,000 for the same period in 2010. Stock-based compensation expenses are booked based on the
valuation of options using the Black-Scholes model. The expense varies based on the number of options issued and
or vested in the period and the underlying assumptions used in the model.
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Selected Consolidated Financial Information
The information below should be read in conjunction with the management’s discussion and analysis, the
consolidated financial statements and related notes and other financial information.
(6 months)
June 30, 2011

$
Interest Income
Other Income (Expense)
Total Revenue
Net Loss
Loss Per Share
Total Assets
Liabilities

(Year ended)
December 31,
2010

(Year ended)
December 31,
2009
(CDN GAAP)

$
19,318
34,362
53,680
8,641,891
$0.04
40,741,361
1,199,182

$
13,692
(92,742)
(79,050)
11,457,187
$0.08
49,430,881
1,953,561

36,472
75,542
112,014
3,692,712
$0.03
43,727,070
813,313

Results for the three month periods ended:
June 30,
2011
$
Interest Income
Other Income (Expense)
Total Revenue
Net Loss
Loss Per Share

March 31,
2011
$

December 31,
2010
$

September 30,
2010
$

9,536
(1,721)
7,815
6,911,172
$0.04

9,782
36,083
45,865
1,730,719
$0.01

8,660
(6,370)
2,290
4,681,786
$0.03

1,346
(113,345)
(111,999)
2,321,090
$0.02

June 30,
2010

March 31,
2010

December 31,
2009

September 30,
2009

(CDN GAAP)

$
Interest Income
Other Income
Total Revenue
Net Loss
Loss Per Share

$
1,665
(63,592)
(61,927)
2,655,034
$0.02

$
2,021
90,565
92,586
1,799,277
$0.01

(CDN GAAP)

$
7,396
75,542
82,938
728,654
$0.01

7,081
7,081
201,935
$0.00

CAPITAL RESOURCES, CAPITAL EXPENDITURES AND LIQUIDITY
As at June 30, 2011, the Company’s working capital decreased to $34,161,262 from $44,447,430 as at December
31, 2010. The Company plans to use this working capital to further exploration on its properties. The drilling of the
Georgetown well is estimated to cost $30 to $40 million net to CGX, of which $8 million has already been spent.
The cost of drilling an Eocene test on the Corentyne PPL is estimated to be $35 to $40 million. The cost estimates
for both the Georgetown Well and the Corentyne Well are based on preliminary expectation of the costs (including
contingency costs) associated with the planning, execution, services, and time to drill the wells and are not fixed
costs. The Company will be required to farm out the cost obligation through a joint venture or raise additional funds
over the next year in financing to complete all exploration work under this plan. Some potential sources of
financing include option exercises, public and private financing of both debt and equity instruments.
CGX is dependent on obtaining future financings for the exploration and development of its properties and for the
acquisition of any new projects. There is no assurance that such financings will be available when required, or under
terms that are favourable to the Company.
For the six month period ended June 30, 2011, the Company incurred additions of $2,351,027 (2010 – 884,666) with
respect to a logistics yard and expenditures on a staging facility. The logistics yard was purchased in 2010 for
$385,000 and the balance was expended on planning for the staging area for the shore base facility. The Company
signed a 50 year lease for approximately 55 acres on the Berbice river. This is an ideal location for the staging
facility to support off-shore drilling activities. Utilizing a local facility would result in significant savings rather that
running the logistics out of Trinidad.
Management Discussion & Analysis
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RELATED-PARTY TRANSACTIONS
Denis Clement and Associates (“DCA”) was paid by the Company a total of $60,000 (2010 - $60,000 for the six
month period ended June 30, 2011 in respect of the services of Denis Clement. Denis Clement, a director of the
Company, beneficially owns DCA.
1282803 Ontario Inc. (“1282803”) was paid by the company a total of CAD$108,000 (2010 - CAD$67,000) for
the six month period ended June 30, 2011 in respect of the services of James Fairbairn. James Fairbairn, CFO and
Treasurer, beneficially owns 1282803.
Workman Energy (“WE”) was paid by the Company a total of $105,000 (2010 - $131,000) for the six month
period ended June 30, 2011 in respect of the services of Warren Workman. Warren Workman, an officer of the
Company, beneficially owns WE.
Kerry Sully, Chairman, director and former President and CEO of the Company, was paid by the Company a total
of CAD$120,000 (2010 - CAD$120,000) for the six month period ended June 30, 2011 for his services.
Jaguar Ventures LLC (“Jaguar Ventures”) was paid by the company a total of $84,000 (2010 - $Nil) for the six
month period ended June 30, 2011 in respect of the services of Steve Hermeston. Steve Hermeston, President and
CEO, beneficially owns Jaguar Ventures.
Dr. Kamal Dookie, an officer of the Company, was paid by the Company a total of $140,000 (2010 - $98,000) for
the six month period ended June 30, 2011 for his services and in-country expenses (Guyana).
John Lewis, a director of a subsidiary of the Company, was paid by the Company a total of $26,000 (2010 - $Nil)
for the six month period ended June 30, 2011 for his services.
Clarke Energy Consulting Inc. (“Clarke Energy”) was paid by the company a total of CAD$75,000 (2010 CAD$75,000) for the six month period ended June 30, 2011 in respect of the services of John Clarke. John
Clarke, VP of Business Development, beneficially owns Clarke Energy.
Jaguar Holdings Inc. (“Jaguar Holdings”) was paid by the company a total of CAD$24,000 (2010 - CAD$Nil) for
the six month period ended June 30, 2011 in respect of the services of John Cullen. John Cullen, Director,
beneficially owns Jaguar Holdings.
CONTINGENCIES AND COMMITMENTS
See notes 13 and 18 of the three and six month period ended June 30, 2011 unaudited interim consolidated financial
statements for complete listings of commitments.
On March 22, 2010, the Company signed a proper and punctual performance guarantee of the obligations of the
Company to the Minister Responsible for Petroleum of the Republic of Guyana to pay the Company’s proportionate
percentage interest share of the minimum expenditure obligation for the first phase of the second renewal period on
the Georgetown PA property. The Guarantee is intended to be and shall be constructed as continuing, absolute,
unconditional and irrevocable guarantee for up to an aggregate maximum of $2,000,000 and shall remain in force
and effect until the end of the first phase of eighteen months of the second renewal period under the agreement
which started on November 25, 2009.
On October 14, 2010, the Company signed a proper and punctual performance guarantee of the obligations of the
Company to the Minister Responsible for Petroleum of the Republic of Guyana to pay the Company’s proportionate
percentage interest share of the minimum expenditure obligation for the first phase of the second renewal period.
The Guarantee is intended to be and shall be constructed as continuing, absolute, unconditional and irrevocable
guarantee for up to an aggregate maximum of $3,400,000 and shall remain in force and effect until the end of the
first phase of eighteen months of the second renewal period under the agreement which started on June 25, 2010.
OFF-STATEMENT OF FINANCIAL POSITION ARRANGEMENTS
See “Commitments” above.
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DIVIDENDS
The Company has neither declared nor paid any dividends on its Common Shares. The Company intends to retain
its earnings, if any, to finance growth and expand its operation and does not anticipate paying any dividends on its
Common Shares in the foreseeable future.
CHANGES IN ACCOUNTING POLICIES INCLUDING INTITAL ADOPTION
At the date of authorization of these Financial Statements, the IASB and IFRIC has issued the following new and
revised Standards and Interpretations which for future reporting periods, and which CGX has chosen not to adopt
early;
• IFRS 9 ‘Financial Instruments: Classification and Measurement’ – effective for annual periods beginning on
or after January 1, 2013, with early adoption permitted, introduces new requirements for the classification and
measurement of financial instruments.
• IFRS 10 ‘Consolidated Financial Statements’ – effective for annual periods beginning on or after January 1,
2013, with early adoption permitted, establishes principles for the presentation and preparation of
consolidated financial statements when an entity controls one or more other entities.
• IFRS 11 ‘Joint Arrangements’ - effective for annual periods beginning on or after January 1, 2013, with early
adoption permitted, provides for a more realistic reflection of joint arrangements by focusing on the rights
and obligations of the arrangement, rather than its legal form.
• IFRS 12 ‘Disclosure of Interests in Other Entities’ - effective for annual periods beginning on or after January
1, 2013, with early adoption permitted, requires the disclosure of information that enables users of financial
statements to evaluate the nature of, and risks associated with its interests in other entities and the effects of
those interests on its financial position, financial performance and cash flows.
• IFRS 13 ‘Fair Value Measurement’ - effective for annual periods beginning on or after January 1, 2013, with
early adoption permitted, provides the guidance on the measurement of fair value and related disclosures
through a fair value hierarchy.
ADDITIONAL DISCLOSURE FOR VENTURE ISSUERS WITHOUT SIGNIFICANT REVENUE

Six month period ended June 30,
Exploration and evaluation expenditures
Exploration: Intangible drilling and other
Geophysical and administrative

2011
449,691
6,731,444
7,181,135

Six month period ended June 30,
Corporate Expenses
Exploration and evaluation expenditures
General and administrative
Interest income
Consulting
Stock-based compensation
Professional fees
Shareholders' information
Other income
Foreign exchange gain

2010
1,436,388
1,387,150
2,823,538

2011
($)

2010
($)

7,181,135
877,518
(19,318)
583,111
214,000
61,818
216,794
(34,362)
(438,805)
8,641,891

2,823,538
850,095
(3,686)
361,402
260,000
52,219
159,079
(26,973)
(21,363)
4,454,311

Management Discussion & Analysis
Three and six month period ended June 30, 2011

Page 11 of 26

DISCLOSURE OF OUTSTANDING SHARE DATA
SHARE CAPITAL
The following table sets forth information concerning the outstanding securities of the Company as at August 15,
2011:
Common Shares of no par value

Number

Shares

194,778,663

Options

10,995,000

See note 16 to the interim unaudited consolidated financial statements for the three and six month periods ended
June 30, 2011 for more detailed disclosure of outstanding shares data.
RISKS AND UNCERTAINTIES
Overview
The business of the Corporation consists of oil and gas exploration in Guyana, South America. There are a number
of inherent risks associated with oil and gas exploration and development, particularly where such operations are
located in foreign countries. Many of these risks are beyond the control of the Corporation.
CGX Management has prioritized the risk factors. Readers are cautioned that this categorization is a subjective
view of Management and the categorization of these risk factors could change subject to future events.
Market for Securities of the Corporation
In recent years, global securities markets have experienced a high level of price and volume volatility, and the
market price of securities of many companies, particularly those considered to be development stage companies,
have experienced wide fluctuations in share price, which have not necessarily been related to the operating
performance, underlying asset values or prospects of such companies. There can be no assurance that continual
fluctuations in share price will not occur. It is likely that the quoted market price, if any, for the securities of the
Corporation will be influenced by market trends generally, notwithstanding the financial and operational
performance of the Corporation.
Finance Risks and Recent Distress in Financial Markets
In the future, the Corporation may require debt financing to grow its business. The recent distress affecting the
financial markets and the possibility that financial institutions may consolidate or go bankrupt has reduced levels of
activity in the credit markets. This could diminish the amount of financing available to companies. These financial
conditions may affect other companies’ abilities to meet their obligations to the Corporation. In addition, such
turmoil in the financial markets could significantly increase the Corporation’s costs associated with borrowing. The
Corporation’s liquidity and its ability to access the credit or capital markets may also be adversely affected by
changes in the financial markets and the global economy. Continuing turmoil in the financial markets could make it
more difficult for the Corporation to access capital, sell assets, refinance existing indebtedness, enter into
agreements for new indebtedness or obtain funding through the issuance of securities. In addition, there could be a
number of follow-on effects from the credit crisis on the Corporation, including insolvency of customers, key
suppliers and other counterparties to the Corporation and foreign exchange derivative instruments.
Banks have been adversely affected by the worldwide economic crisis and have severely curtailed existing liquidity
lines, increased pricing and introduced new and tighter borrowing restrictions to corporate borrowers, with
extremely limited access to new facilities or for new borrowers. These factors could negatively impact the
Corporation’s ability to access liquidity needed for the Corporation’s business in the longer term.
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Negative Operating Cash Flow
The Corporation had negative operating cash flow for its six month period ended June 30, 2011. To the extent that
the Corporation has negative cash flow in future periods, the Corporation may need to deploy a portion of its cash
reserves to fund such negative cash flow.
Additional Requirements for Capital
The fulfillment of exploration commitments and development of any reserves found on the properties of the
Corporation may depend upon the ability of the Corporation to obtain financing through any or all of the following:
joint venturing of projects, debt financing, equity financing or other means. There is no assurance that the
Corporation will be successful in obtaining the required financing. The location of the oil and gas properties of the
Corporation may make it more difficult to obtain such financing. Failure to obtain additional financing on a timely
basis could cause the Corporation to forfeit its interest in such properties and reduce or terminate its operations.
Global Economic Downturn
In the event of a continued general economic downturn or a recession, there can be no assurance that the business,
financial condition and results of operations of the Corporation would not be materially adversely affected.
Current global financial conditions have been subject to increased volatility and numerous commercial and financial
enterprises have either gone into bankruptcy or creditor protection or have had to be rescued by governmental
authorities. Access to public financing has been negatively impacted by sub-prime mortgage defaults in the United
States, the liquidity crisis affecting the asset-backed commercial paper and collateralized debt obligation markets,
massive investment losses by banks with resultant recapitalization efforts and a deterioration in the global economy.
Petroleum prices are expected to remain volatile for the near future as a result of market uncertainties over the
supply and demand of these commodities due to the current state of the world economies, OPEC actions and the
ongoing global credit and liquidity concerns.
These factors may impact the Corporation’s ability to obtain equity, debt or bank financing on terms commercially
reasonable to the Corporation, or at all. Additionally, these factors, as well as other related factors, may cause
decreases in asset values that are deemed to be other than temporary, which may result in impairment losses. If these
increased levels of volatility and market turmoil continue, the Corporation’s operations could be adversely impacted
and the trading price of the Corporation’s securities could continue to be adversely affected.
Industry Conditions
The marketability and price of oil and natural gas which may be acquired or discovered by CGX will be affected by
numerous factors beyond the control of CGX. The ability of CGX to market its oil and natural gas discovered may
depend upon its ability to access third party transportation, processing facilities and acquiring space on pipelines
which deliver oil and natural gas to commercial markets. CGX is also subject to market fluctuations in the prices of
petroleum, uncertainties related to the delivery and proximity of its reserves to pipelines and processing facilities,
operational problems with such pipelines and facilities and extensive government regulation relating to prices, taxes,
royalties, land tenure, allowable production, the export of petroleum and many other aspects of the petroleum
business.
The petroleum industry is subject to varying environmental regulations in each of the jurisdictions in which CGX
may operate. Environmental regulations place restrictions and prohibitions on emissions of various substances
produced concurrently with petroleum and can impact on the selection of drilling sites and facility locations,
potentially resulting in increased capital expenditures. CGX may be responsible for abandonment and site
restoration costs.
Infrastructure development in Guyana where the Corporation operates is limited. These factors may affect the
Corporation’s ability to explore and develop its properties in a timely manner and to store and transport its
petroleum production if reserves are located.
Management Discussion & Analysis
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Exploration, Development and Production Risks
A significant portion of the current working capital of CGX will be expended on petroleum and natural gas
exploration activities, which are high-risk ventures with uncertain prospects for success. Oil and gas exploration
involves a high degree of risk and there is no assurance that expenditures made on future exploration activities by
the Corporation will result in new discoveries of oil, condensate or natural gas that are commercially viable or
economically producible. Holders of securities of the Corporation must rely on the ability, expertise, judgment,
discretion, integrity and good faith of management of the Corporation. It is difficult to project the costs of
implementing any exploratory or developmental drilling program due to the inherent uncertainties of drilling in
unknown formations, the costs associated with encountering various drilling conditions such as over-pressured
zones, tools lost in the hole, and changes in drilling plans and locations as a result of prior exploratory wells or
additional seismic data and interpretations thereof. Few exploration prospects ultimately result in the development
of new reserves. In certain instances the Corporation may be precluded from pursuing an exploration program or
decide not to continue with an exploration program and such an occurrence may have a negative effect on the value
of the securities of the Corporation.
Future exploration may involve unprofitable efforts, not only from dry wells, but from wells that are productive but
do not produce sufficient net revenues to return a profit after drilling, operating and other costs. Completion of a
well does not assure a profit on the investment or recovery of drilling, completion and operating costs. In addition,
drilling hazards or environmental damage could greatly increase the cost of operations, and various field operating
conditions may adversely affect the production from successful wells. These conditions include: delays in obtaining
governmental approvals or consents, shut-ins of connected wells resulting from extreme weather conditions,
insufficient storage or transportation capacity or other geological and mechanical conditions. While diligent well
supervision and effective maintenance operations can contribute to maximize production rates over time, production
delays and declines from normal field operating conditions cannot be eliminated and can be expected to adversely
affect revenue and cash flow levels to varying degrees.
CGX manages a variety of projects to support operations and future growth. Significant project cost overruns could
make certain projects uneconomic. The ability of CGX to execute projects depends upon numerous factors, which
may include, but are not limited to, changes in project scope, labour availability and productivity, staff resourcing,
availability and cost of material and services, design and/or construction errors, delays in regulatory approvals, the
ability of partners to deliver on project commitments and access to capital funding. As a result, CGX may not be
able to execute projects on time, on budget or at all.
Operating Hazards
The operations conducted by the Corporation are subject to all of the operating risks normally associated with
drilling for and producing oil and natural gas. The majority of the properties of the Corporation are located offshore.
Exploration, production and development of offshore oil and natural gas properties involves an increased degree of
risk and expense relative to onshore exploration, production and development due primarily to greater technical
obstacles. The Corporation will therefore face higher costs in exploring, developing and producing its offshore
properties.
There are risks associated with the drilling of oil and natural gas wells, including encountering unexpected
formations or pressures, premature declines of reservoirs, blow-outs, well bore craters, sour gas releases, fires and
spills. Reduced revenues or losses resulting from the occurrence of any of these risks could have a material adverse
effect on the Corporation and its future results of operations. The Corporation may become subject to liability for
pollution, blow-outs or other hazards. The Corporation will have insurance with respect to these hazards; however,
such insurance has limitations on liability that may not be sufficient to cover the full extent of such liabilities. The
payment of such liabilities could reduce the funds available to the Corporation or could in an extreme case, result in
a total loss of its properties and assets. Moreover, there can be no assurance that the Corporation will be able to
maintain adequate insurance in the future at rates that are considered reasonable.
The Corporation may become responsible for costs associated with abandoning and reclaiming wells, facilities and
pipelines, which it uses for production of its oil and gas reserves. Abandonment and reclamation of its current
facilities and the costs associated therewith is often referred to as "decommissioning". As there is no current
production or production facilities, there are no current plans to establish a reserve account for these potential costs.
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No Assurance of Commerciality of Future Discoveries
There is no assurance that oil or natural gas if discovered will be capable of production in sufficient quantities to
make future discoveries commercially viable or economic for the Corporation. The long-term viability of the
Corporation depends on its ability to find or acquire, develop and commercially produce oil, condensate and gas
resources.
Petroleum and Natural Gas Reserves
The Corporation currently has no oil and gas reserves. Should exploration be successful, evaluations of future net
revenues are before consideration of indirect costs such as administrative overhead, other miscellaneous expenses
and income taxes. The future net revenues may not be representative of the fair market value of the reserves. There
are numerous uncertainties inherent in estimating quantities of proved and probable reserves, including many factors
beyond the control of the Corporation.
In general, estimates of economically recoverable petroleum and natural gas resources and the future net revenues
there from are based upon a number of variable factors and assumptions, such as global commodity prices, the
assumed effects of regulation by governmental agencies and future operating costs, each of which may vary
considerably from actual results and in the Corporation’s case there is no historical production from which to draw
estimates. Estimates of the economically recoverable petroleum and natural gas resources attributable to any
particular group of properties, classification of such resources based on risk of recovery and estimates of future net
revenues expected there from, prepared by different engineers or by the same engineers at different times, may vary
substantially. The resource estimates included herein may be materially different from the quantities and values
ultimately realized.
Fluctuation of Commodity Prices
Oil and natural gas are commodities whose prices are determined based on world demand, supply and other factors,
all of which are beyond the control of the Corporation. Crude oil is influenced by the world economy and OPEC's
ability to adjust supply to world demand. Political events can trigger large fluctuations in oil price levels. Natural
gas prices are influenced by regional factors and local market supply/demand and pricing conditions.
World prices for oil and natural gas have fluctuated widely in recent years. Future price fluctuations in world prices
are expected and may have a significant impact upon the projected return from its prospective resources and the
general financial viability of the Corporation.
The oil and natural gas prices that may be realized by the Corporation can be affected by factors such as supply and
demand, oil quality and transportation adjustments. The Corporation expects to market its oil and natural gas
production in a manner consistent with best industry practices.
Legal Systems
The jurisdictions in which the Corporation operates may have less developed legal systems than more established
economies, which may result in risks such as: (i) effective legal redress in the courts of such jurisdictions, whether in
respect of a breach of law or regulation, or, in an ownership dispute, being difficult to obtain; (ii) a higher degree of
discretion on the part of governmental authorities; (iii) the lack of judicial or administrative guidance on interpreting
applicable rules and regulations; (iv) inconsistencies or conflicts between and within various laws, regulations,
decrees, orders and resolutions; or (v) relative inexperience of the judiciary and courts in such matters; in certain
jurisdictions the commitment of local business people, government officials and agencies and the judicial system to
abide by legal requirements and negotiated agreements may be more uncertain, creating particular concerns with
respect to licenses and agreements for business. These may be susceptible to revision or cancellation and legal
redress may be uncertain or delayed. There can be no assurance that joint ventures, licenses, license applications or
other legal arrangements will not be adversely affected by the actions of government authorities and the
effectiveness of and enforcement of such arrangements in these jurisdictions cannot be assured. As a result of the
limited infrastructure present in Guyana, land titles systems are not developed to the extent found in many more
developed nations. Although the Corporation believes that it has good title to its oil and gas properties, there is little
it can do to control this risk.
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Environmental Regulation
The current and future operations of the Corporation that are conducted in Guyana are subject to environmental
regulations promulgated by the Cooperative Republic of Guyana. Should the Corporation initiate operations in other
countries, such operations will be subject to environmental legislation in such jurisdictions. Current environmental
legislation in Guyana provides for restrictions and prohibitions on spills, releases or emissions of various substances
produced in association with oil, condensate and natural gas operations. In addition, certain types of operations may
require the submission and approval of environmental impact assessments. The existing operations of the
Corporation are subject to such environmental policies and legislation. Environmental legislation and policy is
periodically amended. Such amendments may result in stricter standards and enforcement and in more stringent
fines and penalties non-compliance. Environmental assessments of existing and proposed projects carry a
heightened degree of responsibility for companies and their directors, officers and employees. The costs of
compliance associated with changes in environmental regulations could require significant expenditures, and
breaches of such regulations may result in the imposition of material fines and penalties. In an extreme case, such
regulations may result in temporary or permanent suspension of production operations. There can be no assurance
that these environmental costs or effects will not have a material adverse effect on the future financial condition or
results of the operations of the Corporation.
Political Risks
The Corporation’s foreign investments involve risks typically associated with investments in developing countries
such as uncertain political, economic, legal and tax environments. These risks may include, among other things,
currency restrictions and exchange rate fluctuations, loss of revenue, property and equipment as a result of hazards
such as expropriation, nationalization, war, insurrection and other political risks, risks of increases in taxes and
governmental royalties, renegotiation of contracts with governmental entities and quasi-governmental agencies,
changes in laws and policies governing operations of foreign-based companies and other uncertainties arising out of
foreign government sovereignty over the Corporation’s international operations.
The Corporation operates in Guyana, which is a still maturing emerging economy with associated risk factors. The
Corporation’s operations and related assets are not free of risk of actions by governmental authorities, though
attenuated by Guyana’s membership of CARICOM (the Caribbean Community). The Corporation conducts its
business and financial affairs to protect against political, legal, regulatory and economic risks applicable to its
operations; however, there can be no assurance that the Company will be successful in protecting itself from the
impact of all these risks.
The boundaries of some land and maritime areas (though in Guyana’s occupation) have not been fully resolved with
the neighbouring countries Suriname and Venezuela. However Guyana’s maritime boundary with Suriname in its
Territorial Sea and Exclusive Economic Zone was resolved through binding arbitration under the UNCLOS.
Guyana’s border resolution with Venezuela is being conducted through a United Nations Good Offices Process.
These discussions have been on-going for many years; however, significant hydrocarbon discoveries offshore
Venezuela in the Deltana Platform may provide the incentive for both governments to resolve the discussions.
As an extension of the political risks, the Corporation is also subject to the laws of Guyana. Such legislation may be
changed from time to time in response to economic or political conditions, and the implementation of new
legislation or modification of existing legislation affecting the oil and gas industry could have a material adverse
impact on the business, results of operations, financial condition and liquidity.
Competition
A number of other oil and gas companies operate and are allowed to bid for exploration and production licenses and
other services in Guyana which are the focus of the business and operations of the Corporation, thereby providing
competition to the Corporation. Larger companies, may have access to greater resources than the Corporation, may
be more successful in the recruitment and retention of qualified employees, which may give such companies a
competitive advantage over the Corporation. In addition, actual or potential competitors may be strengthened
through the acquisition of additional assets and interests.
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Insurance
The involvement of the Corporation in the exploration for and development of oil and natural gas properties may
result in the Corporation becoming subject to liability for pollution, blow outs, property damage, personal injury or
other hazards. Although prior to drilling the Corporation will obtain insurance in accordance with industry
standards to address certain of these risks, such insurance has limitations on liability that may not be sufficient to
cover the full extent of such liabilities. In addition, such risks may not in all circumstances be insurable or, in
certain circumstances, the Corporation may elect not to obtain insurance to deal with specific risks due to the high
premiums associated with such insurance or other reasons. The payment of such uninsured liabilities would reduce
the funds available to the Corporation. The occurrence of a significant event that the Corporation is not fully insured
against, or the insolvency of the insurer of such event, could have a material adverse effect on the Corporation's
financial position, results of operations or prospects.
Attraction and Retention of Key Personnel Including Directors
The Corporation has a small management team and the loss of a key individual or inability to attract suitably
qualified staff or directors could have a material adverse impact on the business of the Corporation. The
Corporation may also encounter difficulties in obtaining and maintaining suitably qualified staff in certain of the
jurisdictions in which the Corporation conducts business. The success of the Corporation depends on the ability of
management to interpret geological and engineering data correctly and to interpret and respond to economic, market
and other conditions in order to locate and adopt appropriate investment opportunities, monitor such investments
and ultimately, if required, successfully divest such investments. Further no assurance can be given that the
investment strategies of the Corporation will be successfully implemented in the future, that individuals with the
required skills will continue their association or employment with the Corporation or that replacement personnel
with comparable skills can be found. The Corporation has sought to and will continue to ensure that directors and
any key employees are provided with appropriate incentives, however, their services cannot be guaranteed.
Availability of Drilling Equipment and Access
Oil and natural gas exploration and development activities are dependent on the availability of drilling and related
equipment in the particular areas where such activities will be conducted. Demand for such limited equipment or
access restrictions may affect the availability of such equipment to the Corporation and may delay exploration and
development activities.
Enforcement of Civil Liabilities
All of the Corporation’s assets are located outside of Canada and it may be difficult or impossible to enforce
judgments granted by a Canadian court against its assets, subsidiaries or directors and officers which are resident
outside of Canada.
Foreign Currency Exchange Rates
If a discovery is made and reserves are produced, the producers will likely sell oil production pursuant to marketing
agreements that are denominated in US dollars. Many of the operational and other expenses incurred by the
Corporation are paid in Canadian dollars or in local currency of Guyana where operations are performed. The assets
and liabilities of the Corporation are recorded in US dollars. As a result, fluctuations in currency exchange rates
could result in unanticipated and material fluctuations in the financial results of the Corporation.
Management of Growth
The Corporation may be subject to growth-related risks including capacity constraints and pressure on its internal
systems and controls. The ability of the Corporation to manage growth effectively will require it to continue to
implement and improve its operational and financial systems and to expand, train and manage its employee base.
The inability of the Corporation to deal with this growth could have a material adverse impact on its business,
operations and prospects.
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Reserve Replacement
As the Corporation has no booked reserves, any future oil and natural gas reserves, production, and cash flows to be
derived there from are dependent on the Corporation successfully acquiring or discovering reserves. Any future
reserves will depend not only on the ability of the Corporation to develop any properties it may have from time to
time, but also on its ability to select and acquire suitable producing properties or prospects. There can be no
assurance that the future exploration and development efforts of the Corporation will result in the discovery and
development of commercial accumulations of oil and natural gas. Should the Corporation not discover reserves,
current operations may not be sustainable.
Reliance on Strategic Relationships
The Corporation's existing business relies on strategic relationships in the form of joint ventures and agreements
with other oil and gas companies, local government bodies, and other industry companies. There can be no
assurances that these strategic relationships will continue to be maintained.
Conflicts of Interest
There are potential conflicts of interest to which the directors, officers and principal shareholders of the Corporation
will be subject in connection with the operations of the Corporation. Some of the directors, officers and principal
shareholders may be or become engaged in other oil and gas interests on their own behalf and on behalf of other
corporations, and situations may arise where the directors and officers will be in direct competition with the
Corporation. Conflicts, if any, will be subject to the procedures and remedies under the Business Corporations Act
(Ontario). The directors and officers of the Corporation may not devote their time on a full-time basis to the affairs
of the Corporation.
Hedging
If and when the Corporation has reserves and production, it may enter into agreements to receive fixed prices on its
oil and natural gas production to offset the risk of revenue losses if commodity prices decline; however, if
commodity prices increase beyond the levels set in such agreements, the Corporation will not benefit from such
increases. Similarly, from time to time the Corporation may enter into agreements to fix the exchange rate of
Canadian to United States dollars in order to offset the risk of revenue losses through adverse fluctuations in
exchange rate.
Requirement for Permits and Licenses
The operations of the Corporation require licenses, permits and in some cases renewals of existing licenses and
permits from the Cooperative Republic of Guyana. The Corporation believes that it currently holds or has applied
for all necessary licenses and permits to carry on the activities which it is currently conducting under applicable laws
and regulations in respect of its properties, and also believes that it is complying in all material respects with the
terms of such licenses and permits. However, the ability of the Corporation to obtain, sustain or renew such licenses
and permits on acceptable terms is subject to change in regulations and policies and to the discretion of the
applicable governments.
Third Party Credit Risk
The Corporation is or may be exposed to third party credit risk through its contractual arrangements with its current
or future joint venture partners or petroleum and natural gas marketers and other parties. In the event such entities
fail to meet their contractual obligations to the Corporation, such failures could have a materially adverse effect on
the Corporation. In addition, poor credit conditions in the industry and of joint venture partners may impact a joint
venture partner's willingness to participate in the Corporation's ongoing capital program, potentially delaying the
program and the results of such program until the Corporation finds a suitable alternative partner.
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Absence of Dividends
The Corporation has not paid any dividends on its outstanding Common Shares to date, nor does management intend
to pay dividends in the foreseeable future.
Title Issues
The Corporation has investigated the rights to explore the various oil and gas properties it holds or proposes to
participate in and, to the best of its knowledge, those rights are in good standing. However, no assurance can be
given that applicable governments will not revoke, or significantly alter the conditions of, the applicable exploration
and development authorizations and that such exploration and development authorizations will not be challenged or
impugned by third parties. There is no certainty that such rights or additional rights applied for will be granted or
renewed on terms satisfactory to the Corporation. There can be no assurance that claims by third parties against the
properties of the Corporation will not be asserted at a future date.
Independent Contractors
The Company’s success also depends to a significant extent on the performance and continued service of
independent contractors. The Company contracts the services of professional drillers, construction and engineering
services. Poor performance by such contractors or the loss of such services could have a material and adverse effect
on the Company and its business and results of operations and could result in failure to meet business objectives.
Reliance on Management
The success of the Company depends to a large extent upon its abilities to retain the services of its senior
management and key personnel. The loss of the services of any of these persons could have a materially adverse
effect on the Company’s business and prospects. There is no assurance the Company can maintain the services of
its directors, officers or other qualified personnel required to operate is business.
CRITICAL ACCOUNTING POLICIES
Basis of Consolidation
The consolidated financial statements include the financial statements of the Company together with its wholly
owned subsidiaries CGX Resources Inc., a Bahamian-based company, 1524555 Alberta Limited, GCIE Holdings
Limited, a Barbados-based company, as well as its 62% interest in ON Energy Inc., a Guyana-based company.
The results of subsidiaries acquired or disposed of during the year are included in the consolidated statement of
comprehensive loss from the effective date of acquisition or up to the effective date of disposal, as appropriate.
All intra‐Company transactions, balances, income and expenses are eliminated in full on consolidation.
Non‐controlling interests in the net assets of consolidated subsidiaries are identified separately from the Company’s
equity therein. Non‐controlling interests consist of the amount of those interests at the date of the original business
combination and the non‐controlling interests’ share of changes in equity since the date of the combination. Losses
applicable to the non‐controlling interests in excess of their interest in the subsidiary’s equity are allocated against
the interests of the Company except to the extent that the non‐controlling interests have a binding obligation and are
able to make an additional investment to cover the losses.
Exploration and Evaluation Expenditures
All direct costs related to the acquisition of petroleum and natural gas properties interests are capitalized as
intangible assets into exploration and evaluation expenditures. Exploration costs, net of incidental revenues, are
charged to operations in the period incurred until such time as it has been determined that a property has
economically recoverable reserves, in which case subsequent exploration costs and the costs incurred to develop a
property are capitalized into property, plant and equipment (“PPE”). On the commencement of commercial
production, depletion of each petroleum and natural gas property will be provided on a unit-of-production basis
using estimated resources as the depletion base.
Management Discussion & Analysis
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Decommissioning, Restoration and Similar Liabilities (“Asset Retirement Obligation” or “ARO”)
The Company recognizes liabilities for statutory, contractual, constructive or legal obligations, including those
associated with the reclamation of petroleum and natural gas and PPE, when those obligations result from the
acquisition, construction, development or normal operation of the assets. Initially, a liability for an asset retirement
obligation is recognized at its fair value in the period in which it is incurred. Upon initial recognition of the liability,
the corresponding asset retirement obligation is added to the carrying amount of the related asset and the cost is
amortized as an expense over the economic life of the asset using either the unit‐of‐production method or the
straight‐line method, as appropriate. Following the initial recognition of the asset retirement obligation, the carrying
amount of the liability is increased for the passage of time and adjusted for changes to the current market‐based
discount rate, amount or timing of the underlying cash flows needed to settle the obligation.
Loss per share
The basic loss per share is computed by dividing the net loss by the weighted average number of common shares
outstanding during the period. The diluted loss per share reflects the potential dilution of common share equivalents,
such as outstanding stock options and share purchase warrants, in the weighted average number of common shares
outstanding during the year, if dilutive. The “treasury stock method” is used for the assumed proceeds upon the
exercise of the options and warrants that are used to purchase common shares at the average market price during the
year. During the three and six month periods ended June 30, 2011 and 2010 all the outstanding stock options were
antidilutive.
Share Based Payments
Share Based Payment Transactions
Employees (including directors and senior executives) of the Company receive a portion of their remuneration in
the form of share‐based payment transactions, whereby employees render services as consideration for equity
instruments (“equity‐settled transactions”).
In situations where equity instruments are issued and some or all of the goods or services received by the entity
as consideration cannot be specifically identified, they are measured at fair value of the share‐based payment.
Equity Settled Transactions
The costs of equity‐settled transactions with employees are measured by reference to the fair value at the date on
which they are granted.
The costs of equity‐settled transactions are recognized, together with a corresponding increase in equity, over the
period in which the performance and/or service conditions are fulfilled, ending on the date on which the relevant
employees become fully entitled to the award (“the vesting date”). The cumulative expense is recognized for
equity‐settled transactions at each reporting date until the vesting date reflects the Company’s best estimate of
the number of equity instruments that will ultimately vest. The profit or loss charge or credit for a period
represents the movement in cumulative expense recognized as at the beginning and end of that period and the
corresponding amount is represented in share option reserve.
No expense is recognized for awards that do not ultimately vest, except for awards where vesting is conditional
upon a market condition, which are treated as vesting irrespective of whether or not the market condition is
satisfied provided that all other performance and/or service conditions are satisfied.
Where the terms of an equity‐settled award are modified, the minimum expense recognized is the expense as if
the terms had not been modified. An additional expense is recognized for any modification which increases the
total fair value of the share‐based payment arrangement, or is otherwise beneficial to the employee as measured
at the date of modification.
The dilutive effect of outstanding options is reflected as additional dilution in the computation of earnings per
share.
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Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses.
The cost of an item of PPE consists of the purchase price, any costs directly attributable to bringing the asset to the
location and condition necessary for its intended use and an initial estimate of the costs of dismantling and removing
the item and restoring the site on which it is located.
Depreciation is provided at rates calculated to write off the cost of PPE, less their estimated residual value, using a
unit-of-production method.
An item of PPE is derecognized upon disposal, when held for sale or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or loss arising on disposal of the asset, determined as the
difference between the net disposal proceeds and the carrying amount of the asset, is recognized in the consolidated
statement of comprehensive income.
The Company conducts an annual assessment of the residual balances, useful lives and depreciation methods being
used for PPE and any changes arising from the assessment are applied by the Company prospectively.
Where an item of plant and equipment comprises major components with different useful lives, the components are
accounted for as separate items of plant and equipment. Expenditures incurred to replace a component of an item of
property, plant and equipment that is accounted for separately, including major inspection and overhaul expenditures
are capitalized.
Taxation
Income tax expense represents the sum of tax currently payable and deferred tax.
Current Income Tax
Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to
be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are
those that are enacted or substantively enacted by the date of the statement of financial position.
Deferred Income Tax
Deferred income tax is provided using the liability method on temporary differences at the date of the statement
of financial position between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes.
Deferred income tax liabilities are recognized for all taxable temporary differences, except:
• where the deferred income tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and
• in respect of taxable temporary differences associated with investments in subsidiaries, associates and
interests in joint ventures, where the timing of the reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not reverse in the foreseeable future.
Deferred income tax assets are recognized for all deductible temporary differences, carry forward of unused tax
credits and unused tax losses, to the extent that it is probable that taxable profit will be available against which
the deductible temporary differences and the carry forward of unused tax credits and unused tax losses can be
utilized except:
• where the deferred income tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and
• in respect of deductible temporary differences associated with investments in subsidiaries, associates and
interests in joint ventures, deferred income tax assets are recognized only to the extent that it is probable
that the temporary differences will reverse in the foreseeable future and taxable profit will be available
against which the temporary differences can be utilized.
Management Discussion & Analysis
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The carrying amount of deferred income tax assets is reviewed at each date of the statement of financial
position and reduced to the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the deferred income tax asset to be utilized. Unrecognized deferred income tax assets are
reassessed at each date of the statement of financial position and are recognized to the extent that it has become
probable that future taxable profit will allow the deferred tax asset to be recovered.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the date of the statement of financial position.
Deferred income tax relating to items recognized directly in equity is recognized in equity and not in the
statement of comprehensive income.
Deferred income tax assets and deferred income tax liabilities are offset if, and only if, a legally enforceable
right exists to set off current tax assets against current tax liabilities and the deferred tax assets and liabilities
relate to income taxes levied by the same taxation authority on either the same taxable entity or different taxable
entities which intend to either settle current tax liabilities and assets on a net basis, or to realize the assets and
settle the liabilities simultaneously, in each future period in which significant amounts of deferred tax assets or
liabilities are expected to be settled or recovered.
Cash and Cash Equivalents
Cash and cash equivalents in the statement of financial position comprise cash at banks and on hand, and short term
deposits with an original maturity of 90 days or less, which are readily convertible into a known amount of cash.
Financial Assets
All financial assets are initially recorded at fair value and designated upon inception into one of the following four
categories: held‐to‐maturity, available‐for‐sale, loans‐and-receivables or at fair value through profit or loss
(“FVTPL”).
Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses recognized through
earnings. The Company’s cash and cash equivalents are classified as FVTPL.
Financial assets classified as loans‐and‐receivables and held‐to‐maturity are measured at amortized cost. The
Company’s trade and other receivables are classified as loans‐and-receivables, with the exception of marketable
securities which are classified as FVTPL.
Financial assets classified as held‐to‐maturity are measured at amortized cost. The Company’s investments are
classified as held‐to‐maturity.
Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or
convention in the marketplace (regular way trades) are recognized on the settlement date.
Transactions costs associated with FVTPL financial assets are expensed as incurred, while transaction costs
associated with all other financial assets are included in the initial carrying amount of the asset.
Financial liabilities
All financial liabilities are initially recorded at fair value and designated upon inception as FVTPL or
other‐financial‐liabilities.
Financial liabilities classified as other‐financial‐liabilities are initially recognized at fair value less directly
attributable transaction costs. After initial recognition, other‐financial-liabilities are subsequently measured at
amortized cost using the effective interest method. The effective interest method is a method of calculating the
amortized cost of a financial liability and of allocating interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash payments through the expected life of the
financial liability, or, where appropriate, a shorter period. The Company’s trade and other payables are classified as
other‐financial‐liabilities.
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Financial liabilities classified as FVTPL include financial liabilities held for trading and financial liabilities
designated upon initial recognition as FVTPL. Derivatives, including separated embedded derivatives are also
classified as held for trading unless they are designated as effective hedging instruments. Fair value changes on
financial liabilities classified as FVTPL are recognized through the statement of comprehensive income. At June 30,
2011 the Company has not classified any financial liabilities as FVTPL.
Impairment of financial assets
The Company assesses at each date of the statement of financial position whether a financial asset is impaired.
Assets carried at amortized cost
If there is objective evidence that an impairment loss on assets carried at amortized cost has been incurred, the
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows discounted at the financial asset’s original effective interest rate. The carrying
amount of the asset is then reduced by the amount of the impairment. The amount of the loss is recognized in
profit or loss.
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognized, the previously recognized impairment
loss is reversed to the extent that the carrying value of the asset does not exceed what the amortized cost would
have been had the impairment not been recognized. Any subsequent reversal of an impairment loss is recognized
in profit or loss.
In relation to trade receivables, a provision for impairment is made and an impairment loss is recognized in profit
and loss when there is objective evidence (such as the probability of insolvency or significant financial
difficulties of the debtor) that the Company will not be able to collect all of the amounts due under the original
terms of the invoice. The carrying amount of the receivable is reduced through use of an allowance account.
Impaired debts are written off against the allowance account when they are assessed as uncollectible.
Available-for-Sale
If an available‐for‐sale asset is impaired, an amount comprising the difference between its cost and its current
fair value, less any impairment loss previously recognized in profit or loss, is transferred from equity to profit or
loss. Reversals in respect of equity instruments classified as available‐for‐sale are not recognized in profit or
loss.
Impairment of non-financial assets
At each date of the statement of financial position, the Company reviews the carrying amounts of its tangible and
intangible assets to determine whether there is an indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset, the
Company estimates the recoverable amount of the cash‐generating unit to which the assets belong.
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre‐tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset.
If the recoverable amount of an asset (or cash‐generating unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or cash‐generating unit) is reduced to its recoverable amount. An impairment loss is
recognized immediately in the statement of comprehensive loss.
Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognized for the asset
(or cash‐generating unit) in prior years.
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Provisions
Provisions are recognized when the Company has a present obligation (legal or constructive) that has arisen as a
result of a past event and it is probable that a future outflow of resources will be required to settle the obligation,
provided that a reliable estimate can be made of the amount of the obligation.
Provisions are measured at the present value of the expenditures expected to be required to settle the obligation
using a pre‐tax rate that reflects current market assessments of the time value of money and the risk specific to the
obligation. The increase in the provision due to passage of time is recognized as interest expense.
Related party transactions
Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party or
exercise significant influence over the other party in making financial and operating decisions. Parties are also
considered to be related if they are subject to common control or common significant influence, related parties may
be individuals or corporate entities. A transaction is considered to be a related party transaction when there is a
transfer of resources or obligations between related parties. Related party transactions that are in the normal course
of business and have commercial substance are measured at the exchange amount.
Foreign currency transactions
Functional and presentation currency
Items included in the financial statements of each of the Group’s entities are measured using the currency of the
primary economic environment in which the entity operates (“the functional currency”). The functional currency of
the Company and the presentation of the subsidiaries in the Group is the US$. The consolidated financial statements
are presented in US$’s, which is the Group’s presentation currency.
Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions or valuation where items are re-measured. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognized in the statement of comprehensive loss.
Revenue recognition
CGX recognizes interest revenue as earned on accrual basis. Gain on marketable securities includes realized and
unrealized gains and losses on marketable securities (included with receivables and other and classified as “held for
trading” financial assets) which are recorded at fair market value based on level 1 quoted market prices as at the
statement of financial position date.
Significant accounting judgments and estimates
The preparation of these financial statements requires management to make judgements and estimates and form
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and
reported amounts of revenues and expenses during the reporting period. On an ongoing basis, management evaluates
its judgements and estimates in relation to assets, liabilities, revenue and expenses. Management uses historical
experience and various other factors it believes to be reasonable under the given circumstances as the basis for its
judgements and estimates. Actual outcomes may differ from these estimates under different assumptions and
conditions. The most significant estimates relate to asset retirement obligations; property, plant and equipment,
recoverability of trade and other receivables, valuation of deferred income tax amounts, impairment testing and the
calculation of share‐based payments. The most significant judgements relate to recognition of deferred tax assets
and liabilities, determination of the commencement of commercial production and the determination of the
economic viability of a project.
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STATUS OF CGX ENERGY INC TRANSITION TO IFRS
Transition to IFRS from GAAP
In February 2008, the Canadian Accounting Standards Board confirmed that Canadian publicly accountable
enterprises will be required to adopt International Financial Reporting Standards (“IFRS”) for financial periods
beginning on and after January 1, 2011.
The Company has adopted IFRS with an adoption date of January 1, 2011 and a transition date of January 1, 2010.
IFRS Conversion
The Company’s IFRS conversion plan was comprehensive and addressed matters including changes in accounting
policies, restatement of comparative periods, organizational and internal controls and any required changes to
business processes. To facilitate this process and ensure the full impact of the conversion was understood and
managed reasonably, the Company hired an IFRS conversion project manager. The accounting staff attended several
training courses on the adoption and implementation of IFRS. Through in‐depth training and the preparation of
reconciliations of historical Canadian GAAP financial statements to IFRS, the Company believes that its accounting
personnel have obtained a thorough understanding of IFRS.
In conjunction with the adoption of IFRS the Company has implemented a new accounting system, which will
satisfy all the information needs of the Company under IFRS. The Company has also reviewed its current internal
and disclosure control processes and believes they will not need significant modification as a result of our
conversion to IFRS.
Impact of IFRS
IFRS employs a conceptual framework that is similar to Canadian GAAP; however significant differences exist in
certain matters of recognition, measurement and disclosure. While the adoption of IFRS will not change the actual
cash flows of the Company, the adoption will result in changes to the reported financial position and results of
operations of the Company. In order to allow the users of the financial statements to better understand these
changes, we have provided the reconciliations between Canadian GAAP and IFRS for the total assets, total
liabilities, shareholders equity and net earnings in Note 3 to the interim consolidated financial statements. The
adoption of IFRS has had no significant impact on the net cash flows of the Company. The changes made to the
statements of financial position and comprehensive loss have resulted in reclassifications of various amounts on the
statements of cash flows, however there has been no change to the net cash flows.
In preparing the reconciliations, the Company applied the principles and elections of IFRS 1, with a transition date
of January 1, 2010. As the Company has adopted IFRS effective January 1, 2010, it will apply the provisions of
IFRS 1 as described under the section entitled “Initial Adoption – IFRS 1”, with a January 1, 2010 transition date.
The Company will also apply IFRS standards in effect at December 31, 2011 as required by IFRS 1.
Initial Adoption of International Accounting Standards
IFRS 1 ‘‘First Time Adoption of International Accounting Standards’’ sets forth guidance for the initial adoption of
IFRS. Under IFRS 1 the standards are applied retrospectively at the transitional date of the statement of financial
position with all adjustments to assets and liabilities as stated under GAAP taken to retained earnings unless certain
exemptions are applied. The Company has chosen to take the following exemptions under IFRS 1:
• to apply the requirements of IFRS 3, Business Combinations, prospectively from the Transition Date;
• to apply the requirements of IFRS 2, Share-based payments, only to equity instruments granted after
November 7, 2002 which had not vested as of the Transition Date; and
• to transfer all foreign currency translation differences, recognized as a separate component of equity, to
deficit as at the Transition Date including those foreign currency differences which arise on adoption of
IFRS.
Comparative Information
The Company has restated all prior periods figures from January 1, 2010 to December 31, 2010, in accordance with
IFRS.
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Evaluation of Disclosure Controls and Procedures and Internal Control over Financial Reporting
Disclosure Controls and Procedures
Disclosure controls and procedures are designed to provide reasonable assurance that all relevant information is
gathered and reported to senior management, including the Company's President and Chief Executive Officer and
Chief Financial Officer, on a timely basis so that appropriate decisions can be made regarding public disclosure. As
at the end of the period covered by this management's discussion and analysis, management of the Company, with
the participation of the President and Chief Executive Officer and the Chief Financial Officer, evaluated the
effectiveness of the Company's disclosure controls and procedures as required by Canadian securities laws. Based
on that evaluation, the President and Chief Executive Officer and the Chief Financial Officer have concluded that, as
of the end of the year covered by this management's discussion and analysis, the disclosure controls and procedures
were effective to provide reasonable assurance that information required to be disclosed in the Company's annual
filings and interim filings (as such terms are defined under National Instrument 52-109 – Certification of Disclosure
in Issuers' Annual and Interim Filings) and other reports filed or submitted under Canadian securities laws is
recorded, processed, summarized and reported within the time periods specified by those laws and that material
information is accumulated and communicated to management of the Company, including the President and Chief
Executive Officer and the Chief Financial Officer, as appropriate to allow timely decisions regarding required
disclosure.
Internal Control over Financial Reporting
Internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements in accordance with International Financial Reporting
Standards. The Company’s President and Chief Executive Officer and Chief Financial Officer have ensured the
design of internal control over financial reporting.
During the most recent year, there were no changes in the Company's internal control over financial reporting that
materially affected, or are reasonably likely to materially affect, the Company's internal control over financial
reporting.
OTHER INFORMATION
This MD&A of the financial position and results of operation as at June 30, 2011, should be read in conjunction
with the audited consolidated financial statements and related notes for the years ended December 31, 2010 and
2009. Additional information will be accessible at the Company’s website www.cgxenergy.com or through the
Company’s public filings at www.sedar.com.
MANAGEMENT’S RESPONSIBILITY
Management is responsible for all information contained in this MD&A. The unaudited interim consolidated
financial statements have been prepared in accordance with International Financial Reporting Standards and include
amounts based on management’s informed judgments and estimates. The financial and operating information
included in this MD&A is consistent with that contained in the unaudited consolidated financial statements in all
material aspects.
Management maintains internal controls to provide reasonable assurance that financial information is reliable and
accurate and assets are safeguarded.
The Audit Committee has reviewed the unaudited interim consolidated financial statements with management. The
Board of Directors has approved these unaudited interim consolidated financial statements on the recommendation
of the Audit Committee.
August 15, 2011
“signed” Steve Hermeston
Steve Hermeston, President and Chief Executive Officer
“signed” James N. Fairbairn
James N. Fairbairn, C.A., Chief Financial Officer
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MANAGEMENT'S RESPONSIBILITY FOR UNAUDITED
INTERIM CONSOLIDATED FINANCIAL REPORTING
The accompanying unaudited interim consolidated financial statements of CGX Energy Inc. [the
"Company"] are the responsibility of the management and Board of Directors of the Company.
The unaudited interim consolidated financial statements have been prepared by management, on
behalf of the Board of Directors, in accordance with the accounting policies disclosed in the notes
to the unaudited interim consolidated financial statements. Where necessary, management has
made informed judgments and estimates in accounting for transactions which were not complete
at the statement of financial position date. In the opinion of management, the interim consolidated
financial statements have been prepared within acceptable limits of materiality and are in
accordance with International Accounting Standard 34 Interim Financial Reporting and IFRS 1 First-Time Adoption of International Financial Reporting Standards using accounting policies
consistent with International Financial Reporting Standards appropriate in the circumstances.
Management has established systems of internal control over the financial reporting process,
which are designed to provide reasonable assurance that relevant and reliable financial
information is produced.
The Board of Directors is responsible for reviewing and approving the unaudited interim
consolidated financial statements together with other financial information of the Company and for
ensuring that management fulfills its financial reporting responsibilities. An Audit Committee
assists the Board of Directors in fulfilling this responsibility. The Audit Committee meets with
management to review the financial reporting process and the unaudited interim consolidated
financial statements together with other financial information of the Company. The Audit
Committee reports its findings to the Board of Directors for its consideration in approving the
unaudited interim consolidated financial statements together with other financial information of the
Company for issuance to the shareholders.
Management recognizes its responsibility for conducting the Company’s affairs in compliance
with established financial standards, and applicable laws and regulations, and for maintaining
proper standards of conduct for its activities.

“Steve Hermeston”
President and Chief Executive Officer

“James Fairbairn”
Chief Financial Officer

CGX Energy Inc.
Unaudited Interim Consolidated Statements of Financial Position
(US$ Dollars)

As at,

June 30,
2011

December 31,
2010

January 1,
2010

$

$

$

(Note 3)

(Note 3)

33,777,081

28,309,406

16,450,478

-

17,707,547

-

463,307

384,038

328,533

1,120,056

-

-

35,360,444

46,400,991

16,779,011

Property, plant and equipment (note 12)

3,584,169

1,233,142

23,676

Exploration and evaluation expenditures (note 13)

1,796,748

1,796,748

1,796,748

40,741,361

49,430,881

18,599,435

1,199,182

1,953,561

813,313

1,199,182

1,953,561

813,313

120,915,804

119,975,965

80,545,286

14,233,734

14,466,823

12,749,117

(95,607,359)

(86,965,468)

(75,508,281)

39,542,179

47,477,320

17,786,122

40,741,361

49,430,881

18,599,435

Assets
Current assets
Cash and cash equivalents (note 8)
Investments (note 9)
Trade and other receivables (note 10)
Prepaid exploration (note 11)

Liabilities
Current liabilities
Trade and other payables (notes 14 and 15)

Equity
Share capital (note 16)
Reserve for share based payments (note 17)
Deficit

Commitments and contingencies (notes 13 and 18)

Approved on behalf of the Board on August 15, 2011:

(“Signed” Oliver Lennox-King)
_________________________, Director

(“Signed” Denis A. Clement)
_________________________, Director

Oliver Lennox-King

Denis A. Clement

The accompanying notes are an integral part of these unaudited interim consolidated financial statements.

CGX Energy Inc.
Unaudited Interim Consolidated Statements of Comprehensive Loss
(US$ Dollars)

Six month periods ended June 30,

2011

2010

$

$
(Note 3)

Operating expenses
Share based compensation (note 16)

214,000

260,000

General and administrative

877,518

850,095

Consulting

583,111

361,402

61,818

52,219

216,794

159,079

Exploration and evaluation expenditures (notes 13 and 14)

7,181,135

2,823,538

Foreign exchange gain

(438,805)

(21,363)

8,695,571

4,484,970

Interest income

(19,318)

(3,686)

Gain on marketable securities

(34,362)

(26,973)

8,641,891

4,454,311

0.04

0.03

193,551

127,749

Professional fees
Shareholder information

Net loss and comprehensive loss
Basic and diluted net loss per share
Weighted average number of shares (000’s) – basic and diluted

The accompanying notes are an integral part of these unaudited interim consolidated financial statements.

CGX Energy Inc.
Unaudited Interim Consolidated Statements of Comprehensive Loss
(US$ Dollars)

Three month periods ended June 30,

2011

2010

$

$
(Note 3)

Operating expenses
Share based compensation (note 16)

214,000

-

General and administrative

514,037

396,573

Consulting

346,559

189,739

Professional fees

37,418

40,411

Shareholder information

69,806

49,224

5,823,237

1,878,648

(86,070)

38,512

6,918,987

2,593,107

(9,536)

(1,665)

1,721

63,592

6,911,172

2,655,034

0.04

0.02

193,672

127,841

Exploration and evaluation expenditures (notes 13 and 14)
Foreign exchange loss (gain)

Interest income
Loss on marketable securities
Net loss and comprehensive loss
Basic and diluted net loss per share
Weighted average number of shares (000’s) – basic and diluted

The accompanying notes are an integral part of these unaudited interim consolidated financial statements.

CGX Energy Inc.
Unaudited Interim Consolidated Statements of Changes in Equity
(US$ Dollars)

Share Capital

Reserves

Number of
Shares

Amount

Share based
payments

Deficit

Total

127,299,913
65,587,500
-

$ 80,545,286
42,066,500
(3,199,740)

$12,749,117
-

$(75,508,281)
-

$17,786,122
42,066,500
(3,199,740)

541,250

354,625

-

-

354,625

-

209,294
-

(209,294)
1,927,000

-

1,927,000

-

-

-

(11,457,187)

(11,457,187)

Balance at December 31, 2010
Exercise of options
Reserve transferred
on exercise of options
Share based compensation
Net loss and comprehensive loss
for the period

193,428,663
1,350,000

119,975,965
492,750

14,466,823
-

(86,965,468)
-

47,477,320
492,750

-

447,089
-

(447,089)
214,000

-

214,000

-

-

-

(8,641,891)

(8,641,891)

Balance at June 30, 2011

194,778,663

$120,915,804

$14,233,734

$(95,607,359)

$39,542,179

Balance at January 1, 2010
Marketed public offerings
Share issue costs
Exercise of options
Reserve transferred
on exercise of options
Share based compensation
Net loss and comprehensive loss
for the year

Share Capital

Reserves

Number of
Shares

Amount

Share based
payments

Deficit

Total

127,299,913

$ 80,545,286

$12,749,117

$(75,508,281)

$17,786,122

541,250

354,625

-

-

354,625

Share based compensation

-

209,294
-

(209,294)
260,000

-

260,000

Net loss and comprehensive loss
for the period

-

-

-

(4,454,311)

(4,454,311)

127,841,163

$ 81,109,205

$12,799,823

$(79,962,592)

$13,946,436

Balance at January 1, 2010
Exercise of options
Reserve transferred
on exercise of options

Balance at June 30, 2010

The accompanying notes are an integral part of these unaudited interim consolidated financial statements.

CGX Energy Inc.
Unaudited Interim Consolidated Statements of Cash Flow
(US$ Dollars)

Six month period ended June 30,

2011

2010

$

$
(Note 3)

(8,641,891)

(4,454,311)

214,000

260,000

Foreign exchange (gain) loss

(438,805)

28,396

Gain on marketable securities

(34,362)

(26,973)

(44,907)

(13,207)

(1,120,056)

-

(935,344)

1,092,058

(11,001,365)

(3,114,037)

492,750

354,625

-

(448,210)

492,750

(93,585)

Maturity of investments

17,707,547

-

Purchases of property, plant and equipment

(2,170,062)

(860,990)

15,537,485

(860,990)

5,028,870

(4,068,612)

438,805

(24,037)

Cash and cash equivalents at beginning of period

28,309,406

16,450,478

Cash and cash equivalents at end of period

33,777,081

12,357,829

Operations

Net loss
Adjustments to reconcile net loss to cash flow
from operating activities:
Share based compensation

Net change in non-cash working capital items:
Trade and other receivables
Prepaid exploration
Trade and other payables
Cash flow used in operating activities
Financing
Issuance of common shares (net of issuance costs)
Deferred transaction costs
Cash flow from (used in) financing activities
Investments

Cash flow from (used in) investing activities
Net increase (decrease) in cash and cash equivalents
Effect of exchange rate changes on cash held in foreign
currencies

The accompanying notes are an integral part of these unaudited interim consolidated financial statements.

CGX
X Energy Inc
c.
Notes
N
to the
e Unaudited Interim Co
onsolidated Financial S
Statements – (US$’s)
For the three and six
s month periods
p
end ed June 30, 2011 and 2
2010

General
CGX Ene
ergy Inc. (“CG
GX” or the “Company”) is incorporated under the law
ws of Ontario
o. The Comp
pany’s
head office is located
d at 130 Ade
elaide St. West,
W
Suite 10
010 Toronto,, ON, M5H 3
3P5. Its principal
business activity is pettroleum and natural
n
gas ex
xploration offsshore Guyana
a, South Ame
erica.
1. Nature of Operatiions
The Com
mpany is in the
e process of exploring
e
and
d evaluating itts petroleum and natural g
gas propertiess. The
business of petroleum
m and natural gas exploration involves a high degre
ee of risk and there can be no
assurance that the Company’s ex
xploration pro
ograms will re
esult in profittable operatio
ons. The am
mounts
shown as
s exploration
n and evalua
ation expendiitures repressent acquisitio
on costs to date and arre not
necessarrily representtative of pre
esent or futu
ure cash flow
ws. The reccoverability o
of the Comp
pany’s
exploratio
on and evaluation expend
ditures is dep
pendent upon
n the discove
ery of econom
mically recove
erable
petroleum
m and natura
al gas reserrves; securing and main taining title and beneficial interest in the
properties
s; the ability
y to obtain th
he necessary
y financing tto complete exploration, development and
construction of processing facilitie
es; obtaining certain gove
ernment app
provals and a
attaining proffitable
productio
on or alternattively, upon the Company
y’s ability to d
dispose of itss interest on an advantag
geous
basis; all of which are uncertain.
2.

Basis of Prepara
ation

2.1 State
ement of com
mpliance
These co
onsolidated in
nterim financial statements
s are unauditted and have
e been prepa
ared in accord
dance
with IAS 34 ‘Interim Financial Reporting’
R
(“IA
AS 34”) usin
ng accounting
g policies co
onsistent witth the
Internatio
onal Financiall Reporting Standards
S
(“IF
FRS”) issued
d by the Interrnational Acccounting Stan
ndards
Board (“IASB”) and Interpretations
s of the International Fin ancial Reporrting Interpretations Comm
mittee
(“IFRIC”) in which the Company will adopt for its annual 2011 consolidated
d financial sta
atements.
The polic
cies applied in these interrim consolidated financial statements a
are based on
n IFRS issued
d and
outstanding as of Aug
gust 15, 2011
1, the date th
he Board of D
Directors app
proved the interim consoliidated
financial statements. Any
A subseque
ent changes to IFRS that are given efffect in the an
nnual consoliidated
financial statements
s
fo
or the year en
nding December 31, 2011 could result in restateme
ent of these in
nterim
consolida
ated financial statements, including the transition a
adjustments recognized o
on change-ovver to
IFRS.
d financial sttatements forr part of the p
any’s second IFRS interim
m consolidated
period
These arre the Compa
covered by the Company’s first IFRS consolidated annua
al financial sttatements for the year e
ending
er 31, 2011. Previously,
P
th
he Company prepared
p
its cconsolidated a
annual and co
onsolidated in
nterim
Decembe
financial statements
s
in
n accordance with Canadia
an Generally A
Accepted Acccounting Princciples (“GAAP
P”).
As these are the Com
mpany’s secon
nd set of consolidated inte
erim financial statements iin accordance
e with
IFRS, the
e Company’s disclosures exceed the minimum
m
requ
uirements under IAS 34. T
The Compan
ny has
esent the Co
elected to
o exceed the
e minimum requirements in
n order to pre
ompany’s acccounting policcies in
accordance with IFRS
S and the ad
dditional disc
closures requ
uired under IIFRS, which also highligh
ht the
ompany’s 2010 annual consolidated fin
nancial statem
dance
changes from the Co
ments prepared in accord
with Cana
adian GAAP. In 2011 and beyond, the Company
C
ma
ay not provide
e the same am
mount of discllosure
in the Company’s interim consolida
ated financial statements u
under IFRS ass the reader w
will be able re
ely on
the annua
al consolidate
ed financial sttatements which will be pre
epared in acccordance with
h IFRS.
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Notes
N
to the
e Unaudited Interim Co
onsolidated Financial S
Statements – (US$’s)
For the three and six
s month periods
p
end ed June 30, 2011 and 2
2010

2.

Basiis of Prepara
ation (continu
ued)

2.2 Basis
s of presenta
ation
ncial statemen
nts have bee
en prepared on
o the historiccal cost basiss except for ccertain non‐current
The finan
assets an
nd financial instruments, which are measured
m
at fair value, a
as explained in the accou
unting
policies set
s out in No
ote 4. The co
omparative figures presen
nted in these
e interim con
nsolidated financial
statements are in acco
ordance with IFRS and hav
ve not been a
audited.
2.3 Adop
ption of new and revised standards and interpreta
ations
The IASB
B issued a number of new
n
and rev
vised Interna
ational Accou
unting Standa
ards, Interna
ational
Financial Reporting Standards,
S
amendments and related interpretation
ns which are
e effective fo
or the
Company
y’s financial year
y
beginnin
ng on or afte
er January 1,, 2011. For the purpose
e of preparing
g and
presenting the financia
al information
n for the relevant periods,, the Compan
ny has consistently adoptted all
these new
w standards for
f the relevan
nt reporting periods.
owing
At the da
ate of authoriz
zation of thes
se Financial Statements,
S
th
he IASB and IFRIC has isssued the follo
new and revised Stan
ndards and Interpretation
I
s which are not yet effecctive for the relevant rep
porting
periods and which the Company has not early adop
pted these standards, amendmentss and
interpreta
ations. Howe
ever the Com
mpany is currently assesssing what im
mpact the ap
pplication of these
standards
s or amendme
ents will have
e on the conso
olidated finan
ncial statemen
nts of the Com
mpany.
• IFRS
S 9 ‘Financia
al Instrumentts: Classification and Me
easurement’ – effective ffor annual pe
eriods
begin
nning on or affter January 1, 2013, with early
e
adoption
n permitted, in
ntroduces new requiremen
nts for
the cllassification and
a measurem
ment of financ
cial instrumen
nts.
• IFRS
S 10 ‘Consoliidated Financ
cial Statemen
nts’ – effectivve for annuall periods beg
ginning on orr after
Janua
ary 1, 2013, with early adoption
a
perrmitted, estab
blishes principles for the presentation
n and
prepa
aration of consolidated fina
ancial stateme
ents when an
n entity contro
ols one or morre other entities.
• IFRS
S 11 ‘Joint Arrrangements’ - effective fo
or annual per iods beginnin
ng on or afterr January 1, 2013,
with early adoptio
on permitted, provides fo
or a more re
ealistic reflecction of joint arrangemen
nts by
focus
sing on the rig
ghts and oblig
gations of the arrangementt, rather than its legal form.
• IFRS
S 12 ‘Disclosu
ure of Interestts in Other En
ntities’ - effecctive for annual periods be
eginning on orr after
Janua
ary 1, 2013, with early ad
doption permitted, requiress the disclosure of inform
mation that en
nables
users
s of financial statements
s
to
o evaluate the
e nature of, a nd risks asso
ociated with itts interests in other
entitie
es and the effects
e
of thos
se interests on
o its financia
al position, fiinancial perfo
ormance and cash
flows.
S 13 ‘Fair Value Measurem
ment’ - effecttive for annual periods be
eginning on o
or after Janua
ary 1,
• IFRS
2013, with early adoption
a
perm
mitted, provid
des the guida
ance on the m
measurement of fair value
e and
relate
ed disclosures
s through a fa
air value hiera
archy.
3.

st Time Adop
ption of IFRS
S
Firs

mpany adopted
d IFRS on Ja
anuary 1, 2011 with a transsition date of January 1, 20
010. Under IF
FRS 1
The Com
dards’, IFRS is applied rettrospectively at the
‘First time
e Adoption off Internationall Financial Re
eporting Stand
transition date with all adjustmentts to assets and liabilitiess as stated u
under GAAP taken to rettained
s are applied.
earnings unless certain exemptions
The Company elected to take the fo
ollowing IFRS
S 1 optional exxemptions:
• to apply the requirrements of IFR
RS 3, Business Combinatiions, prospecctively from the transition d
date;
• to apply the requirrements of IFRS 2, Share--based payme
ents, only to e
equity instrum
ments granted
d after
Nove
ember 7, 2002
2 which had not
n vested as of the transitiion date; and
• to transfer all foreign currency translation
t
diffferences, reccognized as a separate com
mponent of equity,
to defficit as at the transition datte including th
hose foreign ccurrency diffe
erences which
h arise on ado
option
of IFR
RS.
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3.

Firs
st Time Adop
ption of IFRS
S (continued)

t Company
y’s Consolidatted Statemen
nt of Financiall Position as a
at the transition date of Ja
anuary
Below is the
1, 2010 under
u
IFRS.
As a
at January 1, 2010

GAAP

Effect of
ttransition to
IFRS

FRS
IF

$ 16
6,450,478

-

$ 16,450,,478

328,533

-

328,,533

16
6,779,011

-

16,779,,011

-

23,676

23,,676

6,948,059
26

(25,151,311)

1,796,,748

$ 43
3,727,070

(25,127,635)

18,599,,435

813,313

-

813,,313

813,313

-

813,,313

Sharre capital

80
0,545,286

-

80,545,,286

Rese
erve for sharre based pay
yments

12
2,749,117

-

12,749,,117

Assets
Currrent Assets
Cash and cas
sh equivalentts
Trade
T
and oth
her receivable
es

Prop
perty, plant and
a equipme
ent
Explloration and evaluation expenditures
e
s

Liabiliities
Currrent Liabilitie
es
Trade
T
and oth
her payables

Equity
y

Deficit

Conso
olidated Financia
al Statements

(50
0,380,646)

(25,127,635)

(75,508,,281)

42
2,913,757

(25,127,635)

17,786,,122

$ 43
3,727,070

(25,127,635)

18,599,,435
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Notes
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For the three and six
s month periods
p
end ed June 30, 2011 and 2
2010

3.

Firs
st Time Adop
ption of IFRS
S (continued)

work that is similar
s
to GAA
AP. The adoption has ressulted in significant
IFRS employs a conceptual framew
changes to the reporrted financiall position, re
esults of ope
erations, and cash flows of the Com
mpany.
Presented
d below are reconciliations
r
s prepared by
y the Compan
ny to reconcille to IFRS the
e assets, liab
bilities,
equity, ne
et loss and ca
ash flows of th
he Company from
f
those re
eported underr GAAP:
sets, liabilitie
es and equity
y
Reconcilliation of ass
As at June
e 30, 2010
AP
GAA

Efffect of
transitiion to
IFRS

IFRS

N
Notes

$ 12,357,8
829

-

$ 12
2,357,829

Tra
ade and otherr receivables

363,5
520

-

363,520

Defferred transac
ction costs

435,2
255

-

435,255

13,156,6
604

-

13
3,156,604

-

88
84,666

884,666

(a)

30,632,5
587

(28,835
5,839)

1,796,748

(a)

$ 43,789,1 91

1,173)
(27,951

$15
5,838,018

1,891,5
582

-

1,891,582

1,891,5
582

-

1,891,582

Share capital
c

81,109,2
205

-

81,109,205

Reserve for share based
b
payme
ents

12,799,8
823

-

12
2,799,823

Assets
Current Assets
Cas
sh and cash equivalents
e

Properrty, plant and
d equipment
Explora
ation and evaluation exp
penditures

Liabilities
nt Liabilities
Curren
Tra
ade and otherr payables

Equity

Deficit

Conso
olidated Financia
al Statements

(52,011,4
419)

(27,951
1,173)

(79
9,962,592)

41,897,6
609

(27,951
1,173)

13
3,946,436

$ 43,789,1 91

(27,951
1,173)

$15
5,838,018

(a)
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3.

Firs
st Time Adop
ption of IFRS
S (continued)

Reconcilliation of ass
sets, liabilitie
es and equity
y
A
As at Decem
mber 31, 2010
0
GAA
AP

Efffect of
transitiion to
IFRS

IFRS

Notes

$ 28,309,4
406

-

$ 2
28,309,406

17,707,5
547

-

1
17,707,547

384,0
038

-

384,038

46,400,9
991

-

4
46,400,991

-

1,23
33,142

1,233,142

(a)

34,874,2
223

(33,077
7,475)

1,796,748

(a)

$ 81,275,2
214

4,333)
(31,844

$ 4
49,430,881

1,953,5
561

-

1,953,561

1,953,5
561

-

1,953,561

119,975,9
965

-

11
19,975,965

14,466,8
823

-

1
14,466,823

(55,121,1
135)

(31,844
4,333)

(86,965,468)

653
79,321,6

(31,844
4,333)

4
47,477,320

$ 81,275,2
214

4,333)
(31,844

$ 4
49,430,881

Assets
Current Assets
Cas
sh and cash equivalents
e
Inv
vestments
Tra
ade and otherr receivables

Properrty, plant and
d equipment
Explora
ation and evaluation exp
penditures

Liabilities
Current Liabilities
Tra
ade and otherr payables

Equity
Share capital
c
Reserve for share based
b
payme
ents
Deficit

Conso
olidated Financia
al Statements

(a)
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3.

Firs
st Time Adop
ption of IFRS
S (continued)

Reconcilliation of statement of co
omprehensiv
ve loss
nths ended June 30, 2010
0
Six mon
IFRS

GAAP
P

Effectt of
transition
n to
IF
FRS

260,000
0

-

Gene
eral and administrative

850,095
5

-

850
0,095

Cons
sulting

361,402
2

-

361,402

52,219
9

-

52
2,219

159,079
9

-

159
9,079

-

2,823,5
538

2,823
3,538

(21,363))

-

(21,363)

1,661,432
2
(3,686))

2,823,5
538
-

4,484
4,970
(3
3,686)

(26,973))

-

6,973)
(26

$ 1,630,773
3

2,823,5
538

$ 4,454
4,311

Note
es

Administtrative Expen
nses
Share
e based comp
pensation

Profe
essional fees
Share
eholder inform
mation
Explo
oration and ev
valuation expe
enditures
Foreign exchange gain
Intere
est income
Gain on marketable securities
Net loss and compre
ehensive loss
s

Conso
olidated Financia
al Statements

$

$

260
0,000

(a)
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3.

Firs
st Time Adop
ption of IFRS
S (continued)

Reconcilliation of statement of co
omprehensiv
ve loss
onths ended June 30, 201
10
Three mo
IFRS

GAAP
P

Effectt of
transition
n to
IF
FRS

-

-

Gene
eral and administrative

396,573
3

-

396
6,573

Cons
sulting

189,739
9

-

189
9,739

Profe
essional fees

40,411

-

40
0,411

Share
eholder inform
mation

49,224
4

-

49
9,224

-

1,878,6
648

1,878
8,648

38,512
2

-

38
8,512

714,459
9
(1,665))

1,878,6
648
-

2,593
3,107
(1,665)

63,592
2

-

3,592
63

776,386
6

1,878,6
648

$ 2,655
5,034

Note
es

Administtrative Expen
nses
Share
e based comp
pensation

$

Explo
oration and ev
valuation expe
enditures
Foreign exchange gain
Intere
est income
Gain on marketable securities
Net loss and compre
ehensive loss
s

Conso
olidated Financia
al Statements

$

$

-

(a)
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3.

Firs
st Time Adop
ption of IFRS
S (continued)

Reconcilliation of statement of co
omprehensiv
ve loss
ed Decembe
Year ende
er 31, 2010

GAAP

Effect o
of
transition to
o
IFRS
S

IF
FRS

Share
e based comp
pensation

$ 1,927,000

-

$1,927,0
000

Gene
eral and administrative

1,770,801

-

1,770,8
801

Cons
sulting

811,782

-

811,7
782

Profe
essional fees

129,986

-

129,9
986

Share
eholder inform
mation

160,792

-

160,7
792

-

3
7,065,873

7,065,8
873

Foreign exchange gain

(488,097)

-

(488,0
097)

Intere
est income

4,312,264
(13,692)

7,065,873
3
-

11,378,137
(13,6
692)

349,175

(349,175
5)

-

92,742

-

742
92,7

$ 4,740,489

6,716,698
8

$11,457,187

Notes

Administtrative Expen
nses

Explo
oration and ev
valuation expe
enditures

Impairment of petroleum and na
atural gas pro
operties
o marketable securities
Loss on
Net loss and comprehensive loss
s

Conso
olidated Financia
al Statements
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3.

Firs
st Time Adop
ption of IFRS
S (continued)

Reconcilliation of Cas
sh Flows
S
Six months e
ended June 30, 2010

GAAP

Effect of
ttransition
to IFRS

S
IFRS

$ (1,6
630,773)

(2
2,823,538)

$ (4,454,311)

260,000

-

260,000
0

28,397

-

28,397
7

((26,974)

-

(26,974)

Trade
T
and other receivables

((13,207)

-

(13,207)

Trade
T
and other payables

407,189

684,869

1,092,058
8

(9
975,368)

(2
2,138,669)

(3,114,037)

354,625

-

354,625
5

(4
448,210)

-

(448,210
0)

(93,585)

-

(93,585
5)

-

(860,990)

(860,990)

(a)

(2,9
999,659)

2
2,999,659

-

(a)

(2,9
999,659)

2
2,138,669

(860,990)

(4,0
068,612)

-

(4,068,612)

((24,037)

-

(24,037)

16,,450,478

-

16,450,478
8

$ 12, 357,829

-

$ 12,357,829
9

Notes

Operatio
ons
Net loss
Adjustme
ents to reconc
cile net loss to
o cash flow fro
om
operating
g activities:
Share
S
based compensation
c
n
Unrealized
U
forreign exchang
ge loss
Gain
G
on marke
etable securitties

(a)

Net ch
hange in non-cash operating working
capita
al items:
(a)

Financing
Issua
ance of common shares, ne
et of issue costs
Deferrred transactio
on costs
Investing
g
Purch
hase of prope
erty, plant and
d equipment
Petro
oleum and nattural gas prop
perties
Net decre
ease in cash
h and cash eq
quivalents
Effect of exchange
e
rate
e changes on
n cash held in
n
foreign
n currencies
Cash and
d cash equivalents, beginning of period
Cash and
d cash equiv
valents, end of
o period
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3.

Firs
st Time Adop
ption of IFRS
S (continued)

Reconcilliation of Cas
sh Flows
Year ended
d December 3
31, 2010

GAAP

Effect of
transition
to IFRS

S
IFRS

$(4,7
740,489)

(6
6,716,698)

$(11,457,187
7)

1, 927,000

-

1,927,00
00

(1,2
225,422)

-

(1,225,422
2)

92,742

-

92,74
42

349,175

(349,175)

-

128,561)
(1

-

(128,561
1)

138,571

979,767

1,118,33
38

(3,5
586,984)

(6
6,086,106)

(9,673,090
0)

39, 221,385

-

39,221,38
85

39, 221,385

-

39,221,38
85

-

(1
1,199,918)

(1,199,918
8)

(a)

7,500

(7,500)

-

(a)

(7,2
293,524)

7,293,524

-

(a)

(17,1
115,573)

-

(17,115,573
3)

(24,4
401,597)

6,086,106

(18,315,491
1)

11, 232,804

-

11,232,80
04

626,124

-

626,12
24

16,,450,478

-

16,450,47
78

$ 28,,309,406

-

$ 28,309,40
06

Notes

Operatio
ons
Net loss
Adjustme
ents to reconc
cile net loss to
o cash flow fro
om
operating
g activities:
Share
S
based compensation
c
n
Unrealized
U
forreign exchang
ge gain
Loss
L
on marke
etable securitties
Im
mpairment of petroleum an
nd natural gas
s
properties
s

(a)

(a)

Net ch
hange in non-cash operating working
capita
al items:
Trade
T
and other receivables
Trade
T
and other payables

(a)

Financing
Issua
ance of comm
mon shares, ne
et of issue co
osts
Investing
g
Purch
hase of prope
erty, plant and
d equipment
Proce
eeds on dispo
osals
Petro
oleum and nattural gas prop
perties
Purch
hase of investtments held to
o maturity
Net incre
ease in cash and cash eq
quivalents
Effect of exchange
e
rate
e changes on
n cash held in
n
foreign
n currencies
Cash and
d cash equivalents, beginning of year
Cash and
d cash equiv
valents, end of
o year
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3.

Firs
st Time Adop
ption of IFRS
S (continued)

Notes to Reconciliatiions
a) Acquis
sition, exploration and ev
valuation expenditures
Under Ca
anadian GAAP
P – The Com
mpany used th
he policy of fu
ull cost accoun
nting and cap
pitalized the ccost of
petroleum
m and natura
al gas properties and the
eir related exxploration and developme
ent costs unttil the
properties
s were placed
d into producttion, sold or abandoned
a
o n a geograph
hical country b
basis. These costs
would be
e amortized over
o
the estimated useful life of the properties fo
ollowing the ccommenceme
ent of
productio
on. Cost includes both the cash consideration as we
ell as the fairr market value of any secu
urities
issued on
n the acquisition of petro
oleum and na
atural gas prroperties. Pro
operties acqu
uired under o
option
agreemen
nts or joint ve
entures, where
eby payments were made
e at the sole d
discretion of th
he Company,, were
recorded in the accounts at such time as the pa
ayments were
e made. The proceeds from
m property op
ptions
granted re
educed the co
ost of the rela
ated property and any exce
ess over costt is applied to income.
Under IFR
RS – All direc
ct costs relate
ed to the acq
quisition of pe
etroleum and natural gas p
properties inte
erests
are capittalized as inttangible asse
ets. Explorattion costs, n et of inciden
ntal revenuess, are charged to
operation
ns in the period incurred
d until such time as it h
has been de
etermined tha
at a propertyy has
economic
cally recovera
able reserves,, in which cas
se subsequen
nt exploration
n costs and th
he costs incurrred to
develop a property are
e capitalized into property,, plant and eq
quipment (“PP
PE”). On the commencement of
commerc
cial production
n, depletion of
o each petrolleum and nattural gas prop
perty will be p
provided on a unitof-produc
ction basis using estimated
d resources as the depletio
on base.
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4.

Sum
mmary of Sig
gnificant Acc
counting Poliicies

4.1 Basis
s of consolid
dation
The cons
solidated finan
ncial stateme
ents include th
he financial sstatements off the Compan
ny together w
with its
wholly ow
wned subsidia
aries CGX Re
esources Inc., a Bahamian
n-based company, 152455
55 Alberta Lim
mited,
GCIE Ho
oldings Limited, a Barbado
os-based com
mpany, as we
ell as its 62%
% interest in ON Energy Inc., a
Guyana-b
based compa
any.
The resu
ults of subsidiaries acquire
ed or disposed of during the year arre included in
n the consoliidated
statement of compreh
hensive loss from the effe
ective date o
of acquisition or up to the
e effective da
ate of
disposal, as appropriate.
Company tran
nsactions, balances, incom
me and expensses are elimin
nated in full o
on consolidation.
All intra‐C
sts in the net assets of consolidated su
ubsidiaries arre identified sseparately from the
Non‐controlling interes
Company
y’s equity therrein. Non‐con
ntrolling intere
ests consist off the amount of those interests at the date of
the origin
nal business combination
c
and
a the non‐c
controlling intterests’ share
e of changes in equity sincce the
date of th
he combinatio
on. Losses applicable to the
t non‐contrrolling interessts in excess of their interrest in
the subsidiary’s equity
y are allocate
ed against the
e interests off the Compan
ny except to the extent that the
sts have a binding obligatio
on and are ab
ble to make an
n additional in
nvestment to cover
non‐contrrolling interes
the losses
s.
4.2 Explo
oration and evaluation
e
ex
xpenditures
All direct costs related
d to the acquis
sition of petro
oleum and na
atural gas pro
operties intere
ests are capitalized
as intang
gible assets into exploration and evalu
uation expen ditures. Exploration costss, net of incid
dental
revenues
s, are charged
d to operation
ns in the perio
od incurred un
ntil such time
e as it has bee
en determine
ed that
a propertty has econom
mically recov
verable reserv
ves, in which case subseq
quent explora
ation costs an
nd the
costs incurred to deve
elop a prope
erty are capitalized into P
PPE. On the commencem
ment of comm
mercial
productio
on, depletion of
o each petroleum and nattural gas prop
perty will be p
provided on a unit-of-produ
uction
basis usin
ng estimated resources as
s the depletion
n base.
4.3 Deco
ommissioning
g, restoration and similar liabilities (““Asset retire
ement obliga
ation” or “AR
RO”)
The Com
mpany recognizes liabilities
s for statutory
y, contractuall, constructive
e or legal obligations, inclluding
those ass
sociated with the reclama
ation of petroleum and na
atural gas and
d PPE, when
n those obliga
ations
result from
m the acquisition, construc
ction, develop
pment or norm
mal operation of the assetss. Initially, a liability
for an ass
set retiremen
nt obligation is
s recognized at its fair valu
ue in the periiod in which it is incurred. Upon
initial rec
cognition of th
he liability, the correspond
ding asset re
etirement oblig
gation is add
ded to the ca
arrying
amount of
o the related asset and the
e cost is amo
ortized as an expense ove
er the econom
mic life of the asset
using eith
her the unit‐o
of‐production method or the
t
straight‐liine method, as appropria
ate. Followin
ng the
initial reco
ognition of the
e asset retirement obligatio
on, the carryiing amount off the liability is increased ffor the
passage of time and adjusted
a
for ch
hanges to the
e current marrket‐based disscount rate, a
amount or tim
ming of
ows needed to
o settle the ob
bligation.
the underrlying cash flo
4.4 Loss per share
The basic loss per share is comp
puted by dividing the nett loss by the
e weighted average numb
ber of
common shares outsta
anding during
g the period. The
T diluted lo
oss per share
e reflects the p
potential diluttion of
common share equiva
alents, such as outstanding stock op tions and sh
hare purchase
e warrants, iin the
weighted average num
mber of comm
mon shares ou
utstanding du
uring the yearr, if dilutive. T
The “treasury stock
method” is used for th
he assumed proceeds
p
upo
on the exercisse of the optio
ons and warrrants that are
e used
to purcha
ase common shares
s
at the average marrket price durring the year. During the th
hree and six m
month
periods ended
e
June 30
0, 2011 and 2010
2
all the outstanding sto
ock options w
were antidilutivve.
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4.

Sum
mmary of Sig
gnificant Acc
counting Poliicies (continu
ued)

4.5 Share
e based paym
ments
Share ba
ased paymen
nt transaction
ns
Employee
es (including directors and senior ex
xecutives) off the Compa
any receive a portion off their
remunera
ation in the fo
orm of share‐‐based payme
ent transactio
ons, wherebyy employees render servicces as
considera
ation for equitty instruments
s (“equity‐setttled transactio
ons”).
In situatio
ons where eq
quity instrume
ents are issue
ed and some
e or all of the goods or se
ervices receivved by
the entity
y as considera
ation cannot be
b specifically
y identified, th
hey are meassured at fair vvalue of the sshare‐
based pa
ayment.
ettled transa
actions
Equity se
The costs
s of equity‐se
ettled transac
ctions with em
mployees are
e measured b
by reference tto the fair value at
the date on
o which they
y are granted..
s of equity‐se
ettled transacttions are reco
ognized, togetther with a co
orresponding increase in e
equity,
The costs
over the period in which the performance and/o
or service co
onditions are fulfilled, ending on the da
ate on
which the
e relevant em
mployees bec
come fully en
ntitled to the award (“the vesting date””). The cumu
ulative
expense is recognized
d for equity‐se
ettled transac
ctions at each
h reporting da
ate until the ve
esting date re
eflects
the Comp
pany’s best estimate
e
of th
he number of equity instru
uments that w
will ultimately vest. The profit or
loss charrge or credit for
f a period represents the
e movement in cumulative
e expense reccognized as at the
beginning
g and end of that
t
period an
nd the corresp
ponding amou
unt is represe
ented in share
e option reserrve.
No expen
nse is recogn
nized for awa
ards that do not ultimatel y vest, excep
pt for awardss where vestting is
conditiona
al upon a market conditio
on, which are treated as vesting irresspective of w
whether or no
ot the
market co
ondition is sattisfied provide
ed that all other performan
nce and/or serrvice conditions are satisfie
ed.
he terms of an equity‐settled award are
a modified , the minimu
um expense recognized is the
Where th
expense as if the term
ms had not be
een modified. An additiona
al expense is recognized fo
or any modificcation
creases the to
otal fair value of the share‐based payme
ent arrangeme
ent, or is othe
erwise beneficcial to
which inc
the emplo
oyee as meas
sured at the date
d
of modific
cation.
The dilutive effect of outstanding
o
op
ptions is refle
ected as addittional dilution
n in the computation of earrnings
per share
e.
4.6 Prope
erty, plant an
nd equipmen
nt
Property, plant and equipment
e
are stated at cost less a
accumulated depreciation and accumu
ulated
impairme
ent losses. The cost of an
a item of PPE
P
consists of the purcchase price, any costs directly
attributab
ble to bringing
g the asset to the location and
a condition
n necessary fo
or its intended
d use and an initial
estimate of the costs of
o dismantling
g and removin
ng the item an
nd restoring th
he site on which it is locate
ed.
Depreciattion is provid
ded at rates calculated
c
to write off the
e cost of PPE
E, less their estimated residual
value, using a unit‐of‐p
production me
ethod.
An item of
o PPE is derrecognized up
pon disposal, when held fo
or sale or wh
hen no future economic be
enefits
are expected to arise from the con
ntinued use of
o the asset. Any gain or loss arising on disposal o
of the
and the carryying amount of the
asset, de
etermined as the difference
e between th
he net dispos al proceeds a
asset, is recognized
r
in
n the consolidated stateme
ent of compreh
hensive incom
me.
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4.

Su
ummary of Siignificant Ac
ccounting Po
olicies (contin
nued)

4.6 Prope
erty, plant an
nd equipmen
nt (continued))
The Com
mpany conduc
cts an annual assessment of the resid
dual balancess, useful livess and deprecciation
methods being used fo
or PPE and any
a changes arising
a
from tthe assessme
ent are applie
ed by the Com
mpany
prospectively.
Where an item of pla
ant and equipment comp
prises major ccomponents with differen
nt useful livess, the
compone
ents are acco
ounted for as
s separate items of plantt and equipm
ment. Expend
ditures incurrred to
replace a componentt of an item of property, plant and eq
quipment tha
at is accountted for separrately,
including major inspec
ction and overrhaul expendiitures are cap
pitalized.
4.7 Taxattion
Income ta
ax expense re
epresents the
e sum of tax currently
c
paya
able and deferrred tax.
Current income
i
tax
Current in
ncome tax as
ssets and liab
bilities for the
e current and
d prior period
ds are measu
ured at the am
mount
expected to be recove
ered from or paid to the taxation
t
auth
horities. The ttax rates and
d tax laws ussed to
compute the amount are
a those thatt are enacted
d or substantivvely enacted by the date o
of the statement of
financial position.
p
Deferred
d income tax
Deferred income tax is
i provided using
u
the liability method o
on temporaryy differences at the date o
of the
statement of financial position betw
ween the tax bases
b
of asse
ets and liabiliities and theirr carrying am
mounts
for financ
cial reporting purposes.
p
Deferred income tax lia
abilities are re
ecognized forr all taxable te
emporary diffe
erences, exce
ept:
• whe
ere the deferre
ed income tax
x liability arise
es from the in
nitial recognitiion of goodwill or of an assset or
liabilitty in a transaction that is not
n a business
s combination
n and, at the ttime of the tra
ansaction, affe
ects
neithe
er the accoun
nting profit nor taxable proffit or loss; and
d
• in re
espect of taxa
able temporarry differences
s associated w
with investme
ents in subsidiaries, associates
and in
nterests in joint ventures, where
w
the tim
ming of the revversal of the ttemporary diffferences can be
controlled and it is
s probable tha
at the tempora
ary difference
es will not reve
erse in the fo
oreseeable futture.
Deferred income tax assets are recognized fo
or all deductib
ble temporarry differencess, carry forwa
ard of
unused tax credits an
nd unused ta
ax losses, to the extent th
hat it is prob
bable that taxxable profit w
will be
available against whic
ch the deductiible temporarry differencess and the carrry forward of unused tax ccredits
and unus
sed tax losses
s can be utilized except:
• whe
ere the deferrred income ta
ax asset relating to the ded
ductible temporary differen
nce arises fro
om the
initial recognition of
o an asset orr liability in a transaction
t
th
hat is not a bu
usiness comb
bination and, at the
o the transac
ction, affects neither
n
the ac
ccounting pro
ofit nor taxable
e profit or losss; and
time of
• in respect of deductible
d
te
emporary diffferences asssociated with
h investmentts in subsidiiaries,
assoc
ciates and in
nterests in joint ventures, deferred inco
ome tax assets are recog
gnized only tto the
exten
nt that it is prrobable that the temporarry differencess will reverse
e in the foresseeable future
e and
taxab
ble profit will be
b available against
a
which the temporarry differencess can be utilized.
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4.

Sum
mmary of Sig
gnificant Acc
counting Poliicies (continu
ued)

ed)
4.7 Taxattion (continue
ate of the sta
The carry
ying amount of
o deferred income tax ass
sets is review
wed at each da
atement of fina
ancial
position and
a
reduced to the exten
nt that it is no
n longer prrobable that sufficient taxxable profit w
will be
available to allow all or part of th
he deferred income tax a
asset to be u
utilized. Unre
ecognized defferred
income ta
ax assets are
e reassessed at each date of the statem
ment of financcial position a
and are recog
gnized
to the exttent that it ha
as become probable that fu
uture taxable profit will allo
ow the deferrred tax asset to be
recovered
d.
Deferred income tax assets
a
and liabilities are measured at th
he tax rates th
hat are expeccted to apply to the
year when the asset is
s realized or the
t liability is settled, base
ed on tax rates (and tax law
ws) that have
e been
enacted or
o substantive
ely enacted att the date of the
t statementt of financial p
position.
Deferred income tax relating
r
to item
ms recognize
ed directly in e
equity is reco
ognized in eq
quity and not in the
statement of comprehe
ensive income.
Deferred income tax assets and deferred inc
come tax lia bilities are o
offset if, and only if, a legally
enforceab
ble right exists to set off current tax assets
a
againsst current taxx liabilities and the deferre
ed tax
n authority o
assets an
nd liabilities relate
r
to inco
ome taxes lev
vied by the ssame taxation
on either the same
taxable entity or differe
ent taxable entities which intend to eith
her settle currrent tax liabiliities and asse
ets on
a net bas
sis, or to realiz
ze the assets
s and settle th
he liabilities siimultaneouslyy, in each futu
ure period in which
significan
nt amounts of deferred tax assets or liab
bilities are exp
pected to be ssettled or reco
overed.
4.8 Cash and cash eq
quivalents
Cash and
d cash equiva
alents in the statement of financial possition comprisse cash at ba
anks and on hand,
and shortt term deposiits with an orriginal maturitty of 90 days or less, whicch are readilyy convertible into a
known am
mount of cash
h.
4.9 Finan
ncial assets
All financ
cial assets arre initially rec
corded at fair value and designated u
upon inceptio
on into one o
of the
following four catego
ories: held‐to‐maturity, av
vailable‐for‐sa
ale, loans‐and-receivabless or at fair value
through profit
p
or loss (““FVTPL”).
VTPL are me
easured at fa
air value with
h unrealized gains and losses
Financial assets classified as FV
recognize
ed through ea
arnings. The Company’s
C
ca
ash and cash equivalents a
are classified
d as FVTPL.
sified as loan
ns‐and‐receiv
vables and h
held‐to‐maturiity are meassured at amo
ortized
Financial assets class
e Company’s
s trade and other receiva
ables are cla
assified as lo
oans‐and-recceivables, witth the
cost. The
exception
n of marketab
ble securities which
w
are classified as FV
VTPL.
ssified as he
eld‐to‐maturitty are meassured at am
mortized cost.. The Comp
pany’s
Financial assets clas
investments are classified as held‐tto‐maturity.
es or sales off financial ass
sets that requ
uire delivery o
of assets with
hin a time fra
ame established by
Purchase
regulation
n or conventio
on in the mark
ketplace (regular way trade
es) are recog
gnized on the settlement da
ate.
Transactions costs as
ssociated with
h FVTPL financial assets a
are expensed
d as incurred
d, while transa
action
costs ass
sociated with all
a other finan
ncial assets are included in
n the initial ca
arrying amoun
nt of the assett.
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4.

Sum
mmary of Sign
nificant Acco
ounting Policies (continu
ued)

4.10 Fina
ancial liabilities
All financial liabilities are
a initially rec
corded at fair value and de
esignated upo
on inception a
as FVTPL or other‐
financial‐liabilities.
her‐financial‐liabilities are initially recog
gnized at fair value less directly
Financial liabilities classified as oth
ble transactio
on costs. After
A
initial recognition,
r
other‐financial-liabilities are subsequ
uently
attributab
measured
d at amortize
ed cost using
g the effectiv
ve interest m
method. The effective interest method
d is a
method of
o calculating the amortized
d cost of a fin
nancial liabilityy and of alloccating interestt expense over the
relevant period. The effective inte
erest rate is the rate tha
at exactly disscounts estim
mated future cash
payments
s through the expected life
e of the finan
ncial liability, o
or, where app
propriate, a sshorter period
d. The
Company
y’s trade and other payable
es are classifiied as other‐ffinancial‐liabilities.
Financial liabilities classified as FV
VTPL include financial liab
bilities held fo
or trading and
d financial liab
bilities
designate
ed upon initial recognition as FVTPL. Derivatives, inccluding separrated embedd
ded derivative
es are
also class
sified as held for trading unless they are
e designated as effective hedging instrruments. Fair value
changes on financia
al liabilities classified as
s FVTPL arre recognize
ed through the stateme
ent of
comprehe
ensive incom
me. At June 30,
3 2011 the Company h
has not classsified any fina
ancial liabilities as
FVTPL.
airment of financial asse
ets
4.11 Impa
The Com
mpany assess
ses at each date
d
of the sta
atement of fin
nancial positiion whether a financial assset is
impaired.
c
at amortized cost
Assets carried
If there is
s objective evidence
e
thatt an impairment loss on a
assets carrie
ed at amortizzed cost has been
incurred, the amount of
o the loss is measured as
s the differencce between th
he asset’s ca
arrying amoun
nt and
the prese
ent value of estimated futture cash flo
ows discounte
ed at the fina
ancial asset’ss original efffective
interest rate. The carrrying amount of the assett is then redu
uced by the a
amount of the impairmentt. The
amount of
o the loss is recognized in profit or loss..
If, in a subsequent perriod, the amount of the imp
pairment losss decreases a
and the decrease can be re
elated
objectivelly to an eve
ent occurring
g after the im
mpairment w
was recognized, the prevviously recog
gnized
impairme
ent loss is rev
versed to the extent that th
he carrying vvalue of the a
asset does no
ot exceed what the
amortized
d cost would have
h
been ha
ad the impairm
ment not been
n recognized. Any subsequent reversall of an
impairme
ent loss is reco
ognized in pro
ofit or loss.
In relation
n to trade rec
ceivables, a provision
p
for im
mpairment is made and an
n impairment loss is recog
gnized
in profit and
a
loss whe
en there is ob
bjective evide
ence (such ass the probab
bility of insolvvency or significant
financial difficulties of the debtor) that the Com
mpany will no
ot be able to collect all off the amounts due
under the
e original term
ms of the invo
oice. The carrrying amountt of the receivvable is reducced through u
use of
an allowa
ance account. Impaired debts
d
are wrritten off aga inst the allow
wance accou
unt when the
ey are
assessed
d as uncollectible.
Available
e-for-sale
If an available‐for‐sale
e asset is imp
paired, an am
mount compriising the diffe
erence betwe
een its cost a
and its
current fa
air value, less
s any impairm
ment loss pre
eviously reco
ognized in prrofit or loss, iis transferred
d from
equity to profit or loss. Reversals in
n respect of equity
e
instrum
ments classified as availab
ble‐for‐sale are not
recognize
ed in profit or loss.
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4.

Sum
mmary of Sign
nificant Acco
ounting Policies (continu
ued)

4.12 Impa
airment of no
on-financial assets
At each date
d
of the statement
s
of financial pos
sition, the Co
ompany review
ws the carrying amounts of its
tangible and
a intangible
e assets to de
etermine whetther there is a
an indication that those asssets have suffered
an impairrment loss. Iff any such in
ndication exis
sts, the recovverable amou
unt of the assset is estimatted in
order to determine the
e extent of th
he impairmen
nt loss (if anyy). Where it is not possib
ble to estimatte the
ble amount of an individua
al asset, the Company
C
esttimates the re
ecoverable am
mount of the cash‐
recoverab
generatin
ng unit to whic
ch the assets belong.
Recovera
able amount is the higher of fair value less costs to sell and valu
ue in use. In assessing va
alue in
use, the estimated
e
futture cash flow
ws are discou
unted to their present valu
ue using a pre
e‐tax discoun
nt rate
that reflec
cts current ma
arket assessm
ments of the time
t
value of money and th
he risks speccific to the assset.
ount of an as
sset (or cash‐‐generating u
unit) is estima
ated to be lesss than its ca
arrying
If the recoverable amo
t carrying amount
a
of the
e asset (or ca
ash‐generating
g unit) is redu
uced to its recoverable am
mount.
amount, the
An impairrment loss is recognized im
mmediately in
n the statemen
nt of compreh
hensive loss.
Where an
n impairmentt loss subseq
quently reverses, the carrrying amountt of the asse
et (cash-gene
erating
unit) is in
ncreased to th
he revised es
stimate of its recoverable amount, butt so that the increased ca
arrying
amount does
d
not exce
eed the carryiing amount th
hat would havve been dete
ermined had n
no impairmen
nt loss
been reco
ognized for th
he asset (or ca
ash‐generatin
ng unit) in prio
or years.
4.13 Prov
visions
Provisions are recogn
nized when th
he Company has a presen
nt obligation (legal or con
nstructive) tha
at has
arisen as
s a result of a past event and
a it is proba
able that a fu
uture outflow of resources will be required to
settle the obligation, provided that a reliable estim
mate can be made of the a
amount of the
e obligation.
Provisions are measured at the pre
esent value of
o the expend
ditures expeccted to be req
quired to setttle the
obligation
n using a pre‐tax rate that reflects curre
ent market asssessments o
of the time va
alue of mone
ey and
the risk specific
s
to the
e obligation. The
T increase in the provisiion due to pa
assage of time is recognizzed as
interest expense.
e
4.14 Rela
ated party tra
ansactions
Parties are considered
d to be relate
ed if one party
y has the abi lity, directly o
or indirectly, tto control the other
party or exercise
e
significant influen
nce over the other party i n making fina
ancial and op
perating decissions.
Parties are also considered to be related if the
ey are subjecct to common
n control or ccommon significant
entities. A transaction is cconsidered to
o be a
influence, related partties may be individuals orr corporate e
related party transactiion when the
ere is a trans
sfer of resourrces or obliga
ations between related pa
arties.
Related party
p
transacttions that are in the normal course of bu
usiness and h
have commerrcial substancce are
measured
d at the excha
ange amount.
4.15 Fore
eign currenc
cy transactions
Functiona
al and presen
ntation currency
Items inc
cluded in the
e financial statements of each of the
e Group’s en
ntities are me
easured usin
ng the
currency of the primary economic environment in which the
e entity opera
ates (“the fun
nctional curre
ency”).
The functtional currenc
cy of the Com
mpany and the
e presentation
n of the subsidiaries in the Group is the
e US$.
The cons
solidated fina
ancial statem
ments are prresented in US$’s, which
h is the Gro
oup’s presen
ntation
currency.
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4.

Sum
mmary of Sign
nificant Acco
ounting Polic
cies (continue
ed)

eign currenc
cy transactions (continued
d)
4.15 Fore
Transactiions and bala
ances
Foreign currency
c
tran
nsactions are
e translated into the funcctional curren
ncy using the exchange rates
e-measured. Foreign exch
prevailing
g at the dates
s of the transactions or va
aluation where
e items are re
hange
gains and
d losses resu
ulting from the
e settlement of
o such trans actions and ffrom the transslation at yea
ar-end
exchange
e rates of mon
netary assets
s and liabilities
s denominate
ed in foreign ccurrencies are
e recognized in the
statement of comprehe
ensive loss.
nition
4.16 Revenue recogn
CGX reco
ognizes intere
est revenue as earned on
n accrual bassis. Gain on marketable securities inccludes
ecurities whicch are record
realized and
a
unrealize
ed gains and
d losses on marketable
m
se
ded at fair m
market
value bas
sed on level 1 quoted mark
ket prices as at
a the statem ent of financial position da
ate.
4.17 Sign
nificant acco
ounting judgm
ments and es
stimates
The preparation of the
ese financial statements
s
re
equires mana
agement to m
make judgeme
ents and estim
mates
and form assumptions
s that affect th
he reported am
mounts of asssets and liabiilities at the d
date of the financial
statements and reportted amounts of
o revenues and
a expensess during the rreporting perio
od. On an on
ngoing
basis, ma
anagement ev
valuates its ju
udgements an
nd estimates in relation to
o assets, liabilities, revenue and
expenses
s. Manageme
ent uses histo
orical experience and vario
ous other facttors it believes to be reaso
onable
under the
e given circumstances as the basis fo
or its judgeme
ents and esttimates. Actu
ual outcomess may
differ from
m these estim
mates under different assu
umptions and
d conditions. The most sig
gnificant estim
mates
relate to asset retirem
ment obligatio
ons; property,, plant and e
equipment, re
ecoverability o
of trade and other
es, valuation of deferred income tax amounts, impa
airment testin
ng and the ca
alculation of sshare‐
receivable
based pa
ayments. The
e most signifficant judgem
ments relate to recognitio
on of deferre
ed tax assetss and
liabilities, determinatio
on of the com
mmencement of commerccial production
n and the de
etermination o
of the
economic
c viability of a project.
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5. Capittal managem
ment
The Com
mpany manage
es its capital structure
s
and makes adjusstments to it, based on the
e funds availa
able to
the Comp
pany, in order to support the
t acquisition
n, exploration
n and develop
pment of petrroleum and n
natural
gas prop
perties. The Board of Directors does
s not establissh quantitativve return on capital criterria for
managem
ment, but rath
her relies on the expertise of manage
ement to susstain future development o
of the
business..
The properties in whic
ch the Compa
any currently has an intere
est are in the
e exploration stage; as succh the
Company
order to carrry out the pla
y is dependent on externa
al financing to
t fund its acctivities. In o
anned
exploratio
on and pay for
f administra
ative costs, th
he Companyy will spend its existing w
working capita
al and
raise add
ditional amoun
nts as needed
d. The Com
mpany will con
ntinue to asse
ess new prop
perties and se
eek to
acquire an
a interest in additional
a
pro
operties if it fe
eels there is ssufficient geo
ologic or econ
nomic potentia
al and
if it has adequate finan
ncial resource
es to do so. Management
M
rreviews its ca
apital manage
ement approa
ach on
an ongoin
ng basis and believes that this approach
h, given the re
elative size o
of the Compan
ny, is reasona
able.
The Com
mpany conside
ers its capitall to be equity
y, which is co
omprised of sshare capital, reserve acco
ounts,
and deficit, which as at
a June 30, 20
011 totaled $3
39,542,179 (D
December 31,, 2010 - $47,4
477,320).
The Com
mpany invests
s all capital th
hat is surplus
s to its immed
diate operatio
onal needs in
n short-term, liquid
and highlly rated financial instruments, such as cash, short-tterm guarante
ee deposits, all held with major
Canadian
n financial institutions and Canadian
C
or United Statess governmentt treasury billss (“T-Bills”).
Managem
ment plans to secure the necessary
n
financing throug
gh a combina
ation of the e
exercise of exxisting
stock opttions for the purchase of common sha
ares and the issue of new
w equity and debt instrum
ments.
There is no
n assurance
e, however tha
at these initiatives will be ssuccessful.
There we
ere no chang
ges in the Co
ompany’s app
proach to ca pital manage
ement during the three an
nd six
month pe
eriods ended
d June 30, 2011.
2
The Company is not subject to externallyy imposed ccapital
restriction
ns.
ncial instrum
ments
6. Finan
Fair value
As at Jun
ne 30, 2011 and Decemb
ber 31, 2011,, the carrying
g and fair vallue amounts of the Comp
pany's
financial instruments are
a approxima
ately equivale
ent due to the
e relatively sh
hort periods to
o maturity of these
investments.
Fair value estimates are made at a specific point
p
in time, based on re
elevant marke
et information
n and
informatio
on about fina
ancial instrum
ments. These
e estimates a
are subject to
o and involve
e uncertainties and
matters of
o significant judgment, the
erefore canno
ot be determin
ned with preccision. Chang
ges in assump
ptions
could sign
nificantly affect the estimattes.
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6. Finan
ncial instrum
ments (continu
ued)
A summa
ary of the Com
mpany's risk exposures
e
as it relates to fiinancial instru
uments are re
eflected below
w:
i)

Cred
dit risk

Credit ris
sk is the risk of loss assoc
ciated with a counter-partty’s inability to
o fulfill its pa
ayment obliga
ations.
The crediit risk is attrib
butable to variious financial instruments, as noted bellow. The credit risk is limited to
the carrying value amo
ount carried on
o the stateme
ent of financia
al position.
a) Cash and cash
c
equivallents – Cash
h and cash equivalents are held with
h major Can
nadian
financial instiitutions in Canada and the
erefore the ris k of loss is m
minimal.
b) Trade and other
o
receivables – The Company
C
is no
ot exposed to
o major creditt risk attributa
able to
customers. Significant
S
po
ortions of this amount is du
ue from the Ca
anadian gove
ernment.
c) Investments
s – The Company has exposure fo
or this balancce at June 30, 2011 off $Nil
.
The Com
(December 31,
3 2010 - $17,707,547)
$
mpany is nott exposed to
o major credit risk
attributable to
t these inves
stments as th
hey are US g
government T
T-Bills and th
herefore the rrisk of
loss is minim
mal.
ii)

Liqu
uidity risk

The Company’s appro
oach to manag
ging liquidity risk is to ensu
ure that it will have sufficie
ent liquidity to
o meet
liabilities as they beco
ome due. As
s at June 30, 2011, the Co
ompany had working capiital of $34,16
61,262
(December 31, 2010 – $44,447,43
30). As such, manageme nt believes th
hat the Comp
pany has suffficient
working capital
c
to disc
charge its currrent and antic
cipated obliga
ations for a m
minimum of on
ne year. How
wever,
in order to meet its lo
onger-term working
w
capita
al and prope
erty exploratio
on expenditures, the Com
mpany
intends on securing further financin
ng to ensure that those obl igations are p
properly disch
harged. Therre can
be no as
ssurance thatt the Compan
ny will be successful in itts efforts to a
arrange addittional financin
ng on
terms sattisfactory to the Company
y. If additiona
al financing iss raised by th
he issuance o
of shares from the
treasury of
o the Compa
any, control of
o the Compa
any may chan
nge and shareholders ma
ay suffer additional
dilution. If adequate fiinancing is no
ot available, the Company may be requ
uired to delay, reduce the sscope
minate one or more explora
ation activities
s or relinquish
h rights to cerrtain of its inte
erests.
of, or elim
ket risk
iii) Mark
Market ris
sk is the risk of
o loss that may
m arise from
m changes in m
market factorrs such as inte
erest rates, fo
oreign
exchange
e rates, comm
modity prices and/or
a
stock market move ments (price risk).
a. Interest rate
e risk
The Compan
ny is not expo
osed to signifficant interestt rate price rissk due to the
e short-term n
nature
of its moneta
ary assets an
nd liabilities. Cash not req
quired in the sshort term, iss invested in shortterm guarantteed investme
ent certificates, as approprriate.
b. Currency ris
sk
The Company's explorattion and eva
aluation activvities are sub
bstantially de
enominated in US
dollars. The Company's funds
f
are pred
dominantly ke
ept in Canadiian and US do
ollars, with a major
Canadian fin
nancial Institution. As at June
J
30, 201 1, the Company had approximately ca
ash of
$11,700,000 in Canadian dollar denom
minated cash d
deposits.
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7. Sens
sitivity analys
sis
n managemen
nt’s knowledg
ge and experiience of the ffinancial markkets, the Com
mpany believe
es the
Based on
following movements are
a “reasonab
bly possible” over
o
a one ye
ear period:
i. The Co
ompany's funds are kept in
n Canadian and US dollarss a major Can
nadian financcial institution..
As at Jun
ne 30, 2011, the Company’’s exposure to
o foreign currrency balance
es is as follow
ws:
Account

Cash and
a cash equivalents
Trade and
a other rece
eivables
Trade and
a other pay
yables

Foreign
Currency

Expos
sure

CDN $
CDN $
CDN $
$

June 30,
2011

Decemberr 31,
2010

11,70
00,000
40
00,000
(200,000)
11,90
00,000

24,900,000
400,000
(300,0
000)
25,000,000

$

The Company believes
s that a chang
ge of 10% in foreign excha
ange rates wo
ould increase
e/decrease ne
et loss
for the pe
eriod by $1,19
90,000.
8. Cash
h and cash eq
quivalents
The balan
nce at June 30,
3 2011, con
nsists of $33,,532,397 (De cember 31, 2
2010 - $28,09
98,860, January 1,
2010 – 16,254,883)
1
on deposit with
w
major Canadian fina
ancial institutiions in Cana
ada and $24
43,684
(December 31, 2010 - $210,546, January 1, 2010 - $195
5,595) in sho
ort-term guara
anteed invesstment
certificate
es with maturiities of less th
han 90 days.
9. Inves
stments
On June 30, 2011, the
e Company's
s US governm
ment T-Bills, w
which were cclassified as h
held-to-maturrity for
accountin
ng purposes matured.
m
The
ese US government T-Bill s accrued intterest at a ratte of 1.125%. The
break-dow
wn of this inve
estment is as
s follows:

Face value
v
of T-Bills
Premiu
um paid on T--Bills
Accrue
ed interest on
n T-Bills

$

$

Conso
olidated Financia
al Statements

une 30,
Ju
2011

De
ecember 31,
2010

-

$ 17,624,000
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10. Trad
de and otherr receivables
mpany’s trade and other re
eceivables arrise from fourr main sourcces: trade recceivables due
e from
The Com
customerrs for premise
es rental and operating cos
st recoveries, harmonized services tax (“HST”) receivable
due from
m government taxation au
uthorities, ma
arketable seccurities and prepaid expenses. These are
broken do
own as follow
ws:
As
s at,
D
December 31,
ary 1,
Janua
Ju
une 30,
2010
0
2
2010
2011
$
$
$
Trade receivables
r
94,606
6
119
9,049
24
49,148
HST receivable
202,429
9
51,571
12
24,688
Marketa
able securities
29,902
2
133
3,452
4,499
Prepaid
d expenses
57,101
1
24
4,461
8
84,972
$
384,038
8
$ 328
8,533
Total trrade and oth
her receivable
es
$
46
63,307
Below is an
a aged analysis of the Co
ompany’s trad
de receivable s:

1 – 30 days
d
31 – 60
0 days
61 – 90
0 days
90+ day
ys
Total trrade receivab
bles

une 30,
Ju
2011
$
2 04,216
9,209
802
34,921
24
49,148

$

As at,
De
ecember 31,
2010
$
54,925
19,338
9,353
10,990
$
94,606

Januarry 1,
2
2010
$
48,,964
4,,289
12,,473
49,,810
$ 119,,049

At June 30,
3 2011, the Company an
nticipates full recovery of tthese amoun
nts and thereffore no impairment
has been
n recorded against
a
these
e receivables
s. The credit risk on the receivables has been ffurther
discussed
d in Note 6.
The Company holds no collateral fo
or any receiva
able amounts outstanding as at June 30
0, 2011.
11. Prepaid exploratiion
The balan
nce at June 30,
3 2011, consists of $1,12
20,056 in pipe
e and drilling materials tha
at are to be ussed in
drilling off the Eagle we
ell on the Correntyne Petro
oleum Prospe
ecting Licence
es (“PPL”) and will be expe
ensed
as used in exploration.
12. Prop
perty, plant and
a equipment
Logistics
Yard

S
Staging
Facility

To
otal

Cost
As at January
J
1, 20
010

$

23,676

$

-

$

23,676

Additio
ons

8
818,396

391,070

1,209,466

As at December 31
1, 2010

8
842,072

391,070

1,233,142

2, 156,552

194,475

2,351,027

Additio
ons
As at June
J
30, 2011

$

2,9
998,624

$

585,545

$

3,584,169

Note: No amortization ha
as been record
ded on these as
ssets as they a
are still under cconstruction.
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13. Exploration and evaluation expenditures
e
Exploration and evaluation expen
nditures – ac
cquisition co
osts
Co
orentyne

G
Georgetown

Pomeroo
on

T
Total

$ 1,410,00
00

$ 1,796
6,748

Cost
As at Ja
anuary 1, 201
10, Decembe
er 31,
2010 an
nd June 30, 2011
2

$

211,748

$

175,000

Corentyn
ne Petroleum
m Agreementt (PA), Guyan
na
The Com
mpany was grranted the Co
orentyne PA on June 24, 1998. Beca
ause sovereig
gn issues bettween
Guyana and
a Suriname
e prevented unhindered
u
ac
ccess to a porrtion of the co
ontract area the original 10
0-year
term of th
he contract ha
as been exten
nded to June 2013. On Se
eptember 17, 2007, the Intternational Triibunal
of the La
aw of the Sea
a (ITLOS) aw
warded a marritime bounda
ary between Guyana and Suriname. In the
decision the
t ITLOS Trribunal determ
mined that it had
h the jurisd
diction to decide on the me
erits of the disspute,
and that the
t line adopted by the Trribunal to delimit the Partie
es' continenta
al shelf and e
exclusive econ
nomic
zone follo
owed an unad
djusted equidiistance line. The arbitratio
on is compulssory and bindiing.
The Core
entyne PA cov
vers approxim
mately 2.9 million acres co
omprised of tw
wo PPL - the Annex PPL which
is owned 100% by CG
GX Resources
s Inc. and the
e Corentyne P
PPL which is split into two
o componentss - the
exploratio
on rights offs
shore owned 100% by CGX Resourc es Inc. and the exploratiion rights on
nshore
owned 10
00% by ON Energy
E
Inc. ha
aving been tra
ansferred to O
ON Energy In
nc. by CGX in
n September 2003.
Annual Rental
R
and Tra
aining Fees are
a $100,000. If a discove ry is made, C
CGX has the rright to conve
ert the
Discovery
y Area plus re
easonable su
urrounding acreage to a Prroduction Lice
ence, subtraccting this area
a from
the Contrract Area. The term of the Production Licence
L
is 20 yyears, renewable for a furtther 10 years.
After com
mmercial prod
duction begins, the Licens
see is allowe d to recover all capital an
nd operating costs
from “cos
st oil” which for the first three
t
years is
s up to 75% of productio
on and therea
after up to 65
5% of
productio
on. The Licen
nsee’s share of
o the remain
ning productio
on or “profit oiil”, for the firsst five years iss 50%
of the firs
st 40,000 barrrels of oil pe
er day and 47
7% for additio
onal productiions; and the
ereafter 45% in full
satisfactio
on of all incom
me taxes and royalties.
The Petro
oleum Agree
ement has be
een amended
d four times. On Novemb
ber 30, 2002
2, the first renewal
period off the Petroleu
um Agreement was grantted which inccluded renego
otiated work commitmentts. On
June 24, 2010, the sec
cond renewal of the Petroleum Agreem ent was gran
nted by the go
overnment.
On October 14, 2010
0, the Comp
pany signed a proper an
nd punctual p
performance guarantee o
of the
obligation
ns of the Com
mpany to the Minister Responsible for P
Petroleum of the Republicc of Guyana tto pay
the Comp
pany’s proportionate percentage intere
est share of tthe minimum
m expenditure
e obligation fo
or the
first phas
se of the seco
ond renewal period.
p
The Guarantee iss intended to be and shall be constructted as
continuing
g, absolute, unconditiona
al and irrevocable guaran
ntee for up to an aggregate maximu
um of
$3,400,00
00 and shall remain
r
in forc
ce and effect until the end
d of the first p
phase of eightteen months of the
second re
enewal period
d under the ag
greement which started on
n June 25, 20
010.
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13. Exploration and evaluation expenditures
e
(continued)
Exploration and evaluation expen
nditures – ac
cquisition co
osts (continue
ed)
Corentyn
ne Petroleum
m Agreementt (PA), Guyan
na (continued
d)

Perio
od

Commiitments

Relinquish
at end of
period
d

Startt Date

En
nd Date

Statu
us

Initial Perriod
Phase 1

June
e 1998

Jun
ne 2000

Con
nduct regional review, shoot
180
00 kilometres of
o 2D seismic

Comple
ete

Initial Perriod
Phase 2 Year
Y
1

e 2000
June

Jun
ne 2001

Drilll 1 exploration well

Comple
ete

Initial Perriod
Phase 2 Year
Y
2

e 2001
June

Jun
ne 2002

Inte
erpret well resu
ults

1st Renew
wal
Phase 1

June
e 2002

December
2007

1st Renew
wal
Phase 2

Dece
ember
20
007

ewal
2nd Rene
Phase 1
ewal
2nd Rene
Phase 2

20%

Comple
ete

Main area: Condu
uct a pilot
geo
ochemical stud
dy onshore.
Ann
nex Area: Interrpret 3,000km of
seis
smic data and reprocess
825
5km

1%

Comple
ete

ne 2010
Jun

Sho
oot 500 line kilo
ometres of 3D
D
seis
smic; or shoot 1500km of 2D
D
seis
smic; or drill 1 exploration we
ell

20%

3D Comp
plete

June
e 2010

December
2011

Drilll 1 exploration well

Dece
ember
20
011

ne 2013
Jun

Drilll 1 exploration well

own PA, Guy
yana
Georgeto
The Com
mpany purcha
ased a 25% participating
p
interest
i
in the
e Georgetow
wn PA (offsho
ore Guyana, South
America) from ENI Gu
uyana, B.V. fo
or $175,000 and
a $1,075,0
000 at the com
mmencementt of the first w
well in
the PA th
hat targets one of the Te
ertiary turbiditte prospects previously id
dentified by E
ENI in which CGX
participates. The Gov
vernment of Guyana apprroved the tra nsfer on Sep
ptember 3, 20
002. The orriginal
vendor re
etains a 2.7%
% right to ow
wnership of Profit
P
Oil on the Compan
ny’s 25% participating intterest.
Exploratio
on on the Block was suspe
ended in 2000
0 as a significcant portion o
of the Licence
e was in the area of
the overla
apping border claims betw
ween Guyana and Surinam
me, but has no
ow been reso
olved as a ressult of
the ITLOS maritime border
b
decisio
on. This con
ntract was exxtended to November 201
12. To satisffy the
Minimum Work Progra
am during the
e 2nd Renewal Phase 1 o
of the contracct, the Georg
getown particiipants
committed to drill an exploration
e
we
ell during the period ending
g May 2011. Most of the d
drilling supplie
es are
either in transit
t
or in-c
country, but th
he drill rig will be delayed until the third
d quarter due to weather d
delays
and drillin
ng problems preventing th
he rig from moving
m
offsho re Suriname on schedule
e. The George
etown
Participan
nts have adviised the gove
ernment of the
ese circumsta
ances beyond
d their contro
ol and have ap
pplied
for a defe
erral of the commitment. The
T Georgetow
wn PA curren
ntly covers ap
pproximately 1
1.7 million acres.
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13. Exploration and evaluation expenditures
e
(continued)
Exploration and evaluation expen
nditures – ac
cquisition co
osts (continue
ed)
Georgeto
own PA, Guy
yana (continu
ued)
On Marc
ch 22, 2010,, the Compa
any signed a proper and
d punctual p
performance guarantee o
of the
obligation
ns of the Com
mpany to the Minister Responsible for P
Petroleum of the Republicc of Guyana tto pay
the Comp
pany’s proportionate percentage intere
est share of tthe minimum
m expenditure
e obligation fo
or the
first phas
se of the seco
ond renewal period.
p
The Guarantee iss intended to be and shall be constructted as
continuing
g, absolute, unconditiona
al and irrevocable guaran
ntee for up to an aggregate maximu
um of
$2,000,00
00 and shall remain
r
in forc
ce and effect until the end
d of the first p
phase of eightteen months of the
second re
enewal period
d under the ag
greement which started on
n November 2
25, 2009.
Pomeroo
on PA, Guyan
na
The Com
mpany, through its wholly-owned subsidiiary, CGX Re
esources Inc. entered into an asset purcchase
agreemen
nt with Century Guyana, Ltd.
L
(Century) to acquire C
Century’s 100
0% interest in the Pomeroo
on PA
located offshore
o
in the
e Guyana Basin. The Gov
vernment of G
Guyana apprroved this transfer in July 2004.
The purchase price co
onsisted of a payment of $100,000
$
pluss the issuancce of 2,000,00
00 common sshares
of the Co
ompany. CGX has assign
ned to Century an overrid ing royalty in
nterest consissting of 2.5% of all
revenues
s to the exten
nt that the rev
venues are directly
d
attribu
utable to the contractor’s sshare of Proffit Oil.
The Pomeroon PA issued in Novem
mber 1997 is approximatel y 2.8 million a
acres. An ap
pplication hass been
made to the Governm
ment of Guya
ana to extend
d the term off the contractt to Novembe
er 2013. All work
commitments up to the
e end of the initial period were
w
deemed to be comple
eted. The priincipal terms of the
Petroleum
m Agreement are similar to
o those for th
he Corentyne PA. The Po
omeroon PA iis located bettween
CGX's 10
00%-owned Annex
A
portion of the Correntyne PA, and Plataforrma Deltana, which is offfshore
Venezuella. Subseque
ent seismic and
a
explorattion drilling ccommitments have been deferred pe
ending
resolution
n of the maritime border be
etween Guyan
na and Venezzuela.
Berbice PA,
P Guyana
The Com
mpany, through its 62% ow
wned subsidiary, ON Energ
gy Inc., acquired 0.4 millio
on acres of Be
erbice
PA onsho
ore Guyana in October 2003.
2
The PA
P is renewa
able for up tto two three--year periodss. The
nd an
Government of Guyan
na has grante
ed the First Renewal
R
of tthe Licence e
effective Octo
ober 2007, an
applicatio
on has been made for Se
econd Renew
wal effective October 2010. The prin
ncipal terms o
of the
Petroleum
m Agreementt are similar to those forr the Corentyyne PA. Th
he Company is negotiatin
ng the
renewal terms with the
e governmentt and look for other alterna tives to contin
nue to advancce this property.
Exploration and evaluation expen
nditures – Ex
xploration an
nd evaluation
n costs
The evalu
uation and ex
xploration exp
penses for the
e Company arre broken dow
wn as follows:
Cum
Six months
s ended
mulative to d
date*
30, 2010
June 30, 20
011 June 3
Guyana
a:
Coren
ntyne
Georg
getown
Pome
eroon
Explora
ation and eva
aluation costts

$

$

1,556,1
135
5,625,0
000
135
7,181,1

$

$

2,618,821
204,717
2,823,538

$

$

21,107
7,417
17,337
7,496
580
0,555
39,025
5,468

* Only
y properties currently
c
unde
er exploration
n are included
d in this figure
e.
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14. Related party tra
ansactions
Certain corporate
c
entities that are
e related to the Companyy's officers an
nd directors provide conssulting
services to CGX. So
ome of these
e expenditure
es include tra
avel costs. T
These expenditures have been
recorded at their fair market
m
values, being the amounts neg
gotiated and agreed to byy the parties tto the
transactio
on:

Transac
ctions during the
t six month
h period ended
d June 30,
Explo
oration and ev
valuation expe
enditures
Prope
erty, plant an
nd equipment
Admin
nistrative exp
penses

2011

2010

$

$

228,000

210
0,000

42,800

-

479,000

226
6,000

At June 30,
3 2011, inclu
uded in accou
unts payable and accrued liabilities is $
$105,000 (De
ecember 31, 2
2010 $2,000) due
d to these related parties
s.
15. Trade
e and other payables
p
Trade an
nd other paya
ables of the Company
C
are
e principally ccomprised of amounts outtstanding for trade
purchase
es relating to exploration activities
a
and amounts pa
ayable for ope
erating and ffinancing activities.
The usua
al credit period
d taken for tra
ade purchase
es is between 30 to 90 dayys.
The follow
wing is an age
ed analysis of the trade an
nd other paya bles:

an 1 month
Less tha
Over 3 months
m
Total tra
ade and othe
er payables

$

Jun
ne 30,
2011
$

As at,
D
December 31,,
2010
0
$

uary 1,
Janu
2010
$

870
0,238
328
8,944
1,199
9,182

1,953,561
1,953,561

813,313
813,313

$

$

16. Capittal stock
Share Ca
apital
The Com
mpany is auth
horized to iss
sue an unlimited number of common sshares withou
ut par value. The
issued an
nd outstanding
g common sh
hares consist of the followi ng:
mber of Shares
Num

$

127,299,9
913

80,545
5,286

65,587,5
500

42,066
6,500

541,2
250

354
4,625

Share is
ssue costs

-

(3,199,,740)

Reserve
e transferred on
o exercise of
o options

-

209
9,294

Balance
e at January 1, 2010
Markete
ed public offerrings
Exercise
e of options

1

Balance
e at Decembe
er 31, 2010
1

Exercise of options

e transferred
d on exercise
e of options
Reserve
Balance
e at June 30, 2011

193,428,6
663

$

119,975
5,965

1,350,0
000

492
2,750

-

447
7,089

194,778,6
663

$

120,915
5,804

1

The avera
age fair value of
o the shares is
ssued through the exercise o
of options on th
he date the options were exe
ercised
in the six month
m
period ended June 30, 2011 and year ended Decem
mber 31, 2010 was $0.73 and
d $1.41, respecctively.
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16. Capittal stock (con
ntinued)
2010
On Augus
st 17, 2010, the
t Company
y completed a marketed pu
ublic offering (“Offering”) o
of common sh
hares,
with 40,00
00,000 comm
mon shares off the Company being issue
ed under the O
Offering at C$
$0.50 per sha
are for
gross pro
oceeds of C$
$20,000,000 or US$19,18
86,500. Sharre issue costts associated
d with the Offfering
were $1,5
551,773.
On December 14, 201
10, the Comp
pany complete
ed a markete
ed public offe
ering (“2nd Offfering”) of com
mmon
shares, with
w 25,587,50
00 common shares
s
of the Company be
eing issued under the 2nd Offering at C
C$0.90
per share
e for gross pro
oceeds of C$23,028,750 or
o US$22,880
0,000. Share issue costs a
associated with the
2nd Offering were $1,647,967.
Stock Op
ptions
The Com
mpany establis
shed a share incentive pla
an to provide additional incentive to its directors, offficers,
employee
es and consu
ultants for the
eir efforts on behalf
b
of the Company in the conduct of its affairs.. The
maximum
m number of common
c
sharres reserved for issuance under the sh
hare option plan comprising part
of the sha
are incentive plan may nott exceed 9% of
o the numbe
er of common shares outsttanding. Under the
terms of the
t plan, all options
o
vest im
mmediately, unless
u
otherw
wise specified
d. All options granted under the
plan expire no later than the fifth anniversary off the grant da
ate. As at June 30, 2011, the Compan
ny had
6,535,080
0 (December 31, 2010 – 6,113,580)
6
op
ptions availab
ble for issuancce under the plan. The op
ptions
outstanding to purchas
se common shares is as fo
ollows:
June 30,, 2011
Weighted
Average
Exe
ercise Price
No. off
($)
Options
s

Dece
ember 31, 2010
Weighted
Avera
age
Exerccise
No. of
Price ($)
Opttions
1.39 10,280
0,000

Outstanding at beginning of year/p
period
Transac
ctions during the
t year/perio
od:
Grranted
Ex
xercised
Ex
xpired
Outstan
nding at end of year/perio
od

1.48

11,295,000
0

0.66
0.37
1.58

1,050,000
0
(1,350,000
0)
10,995,000
0

1.13
0.66
0
0.73
1.48

0,000
2,400
(541,250)
(843,750)
5,000
11,295

Exercisable at end of
o year/perio
od

1.64

10,315,000
0

1.48

11,295
5,000

The follow
wing table pro
ovides additio
onal informatio
on about outsstanding stockk options as a
at June 30, 20
011:

$ 0.65 - $0.71
$
$ 1.14 - $1.41
$
$ 1.87 - $2.80
$
$ 0.65 - $2.80
$

No. of
Option
ns
Outstandin
ng

eighted
We
Av
verage
Rem
maining
Life (Years)
(

1,050,000
7,135,000
2,810,000
10,995,00
00

4.90
2.87
1.91
2.82
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$
$
$
$

Weighted
Average
Exercise
Price

No. o
of
Options
Exercisable

0.66
1.26
2.73
1.58

370,000
7,135,000
2,810,000
10,315,000

Weighted
Average
Exercis
sable
Exerrcise
P
Price
$
0.6
66
$
1.2
26
$
2.7
73
$
1.6
64

Pa
age | 27

CGX
X Energy Inc
c.
Notes
N
to the
e Unaudited Interim Co
onsolidated Financial S
Statements – (US$’s)
For the three and six
s month periods
p
end ed June 30, 2011 and 2
2010

16. Capittal stock (con
ntinued)
wing table su
ummarizes th
he assumptions used with
h the Black-S
Scholes valua
ation model fo
or the
The follow
determina
ation of the sh
hare based compensation for the stockk options gran
nted during th
he six month p
period
ended June 30, 2011:
May 17, 20
011
June
e 7, 2011 Ju
une 27, 2011
Totals
Numberr of options grranted
Exercise price
Risk
k-free interestt rate
Expected life (yea
ars)
Expected volatilitty
Expected dividen
nds
Vesting

200,000
0
C$0.63
3
2.05%
%
5.0
0
97.93%
%
immediatelyy

Fair valu
ue of grant

750,0
000
C$0
0.63
2.4
47%
5.0
98.3
33%
20%
2
immediattely,
80% on
n 1st
annivers
sary
$
362,0
000

100,000
C$0.68
2.25%
5.0
97.93%
20%
ediately,
imme
80
0% on 1st
ann
niversary
51,000
$

$

94,000

$

507,000

Share based compen
nsation

$

$

$

94,000

$

2
214,000

107,0
000

13,000

1,0
050,000

The follow
wing table su
ummarizes th
he assumptions used with
h the Black-S
Scholes valua
ation model fo
or the
determina
ation of the share
s
based compensatio
on for the sto
ock options g
granted durin
ng the year e
ended
Decembe
er 31, 2010:
February 26, 2010
Octtober 19,
T
Totals
2010
200,000
Numberr of options grranted
2
2,200,000
2,200
0,000
Exercise price
C$1.80
C$1.11
Risk
2.49%
1.85%
k-free interestt rate
5.0
5.0
Expected life (yea
ars)
91.69%
98.72%
Expected volatilitty
Expected dividen
nds
Ves
sting
immediately
im
mmediately
Fair valu
ue of grant an
nd share base
ed
244,000
compensation
$
1,927,000
1,683,000 $
$
air value of op
ptions granted
d during the p
period ended JJune 30, 2011 was
The weighted average grant-date fa
cember 31, 20
010 – $0.80) per
p option issu
ued.
$0.48 (year ended Dec
17. Rese
erve for share
e based paym
ments
A summa
ary of the cha
anges in the Company’s
C
re
eserve for sha
are based payyments for the six month p
period
ended June 30, 2011 and
a the year ended Decem
mber 31, 2010
0 is set out be
elow:

Balance
e at beginning
g of period/yea
ar
Share based compen
nsation
Reserve
e transferred on
o exercise of
o options
Balance
e at end of perriod/year
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June 30,, 2011
Am
mount
$

December 31, 2010
Am
mount
$

14,46
66,823
214,000
(447
7,089)
14,23
33,734

12,749
9,117
1,927
7,000
(209
9,294)
14,466
6,823

$

$
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18. Comm
mitments
The Com
mpany has en
ntered into ag
greements fo
or premises re
ental, consulting contractss for manage
ement
services and staging facility
f
develo
opment contracts. The fu
uture minimum
m lease paym
ments, consultancy
commitments and contract commitm
ments over the next five ye
ears are as fo
ollows:
Fiscal Ye
ear Ended Dec
cember 31,
2011
2012
2013
2014
2015

Pre
emises

Consultants

Conttracts

71,000
1 43,000
1 54,000
1 60,000
1 60,000

527,000
1,001,000
-

1,000
1,861
-

Approxim
mately seventy
y-five percent of the abov
ve premises rental amoun
nts will be recovered from
m third
parties who sublet the leased premises.

19. Segm
mented inforrmation
Operating Segments
At June 30,
3 2011 the Company’s operations
o
co
omprise a sing
gle reporting operating se
egment engag
ged in
petroleum
m and natura
al gas explo
oration in Gu
uyana. The Company’s corporate division only earns
revenues
s that are considered incide
ental to the activities of the
e Company a
and therefore does not me
eet the
definition of an opera
ating segmen
nt as defined
d in IFRS 8 ‘Operating Segments’. A
As the opera
ations
comprise a single rep
porting segme
ent, amounts
s disclosed in
n the unauditted interim fin
nancial statem
ments
also repre
esent operatin
ng segment amounts.
a
An operating segment is defined as
s a componen
nt of the Com pany:
• that en
ngages in bus
siness activitie
es from which
h it may earn revenues and incur expen
nses;
• whose
e operating re
esults are reviewed regularrly by the entitty’s chief ope
erating decisio
on maker; and
d;
• for which discrete fiinancial inform
mation is available.
phic Segmentts
Geograp
The Com
mpany currently has one reportable segm
ment as at Ju
une 30, 2011 and Decemb
ber 31, 2010, being
the explo
oration, develo
opment and production
p
of petroleum an
nd natural ga
as in Guyana.. The followin
ng is a
detailed breakdown
b
off the Company’s assets by Geographica
al location:
As at June 30, 201
11

As at De
ecember 31, 2
2010

Canada

33,876,56
63

46,338
8,847

Guyana

6,864,79
98

3,092
2,034

40,741,36
61

49,430
0,881

Identifiable assets
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