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Cran Tierra Energy s Contmutnty
engagement in The countries in which we
operate Aas expanded in parallel woith
our cperations. Gran Tierra £nergy is

Commitied o building and maintaining
long—term, medually beneficial
re/ationships enth communties

where we operate. Owr activities

include reqular commeunty

information and communcadions meetings, a

focus on loca/ employment in owur operations, and contracting

of local services and supplies. e participata in co~financing of communty

prejects including primary and Secondary education support (school kits, uniforms, tuition
assistance, food vouchers), infrastracture {reads, agueducts, commundty buildings), and

aberiginal sugport ({raditional medicine researc /). In addition, we Siupport medical and
dertal brigades for the loca/ communties wheare we Aave aperations in Colombia.
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To Our Shareholders,

Growth, value and performance are the words that best describe the results of Gran
Tierra Energy in 2007. The year was dominated by significant exploration success,
resulting in substantial ol reserves, production and eamnings growth, in addition

to our first two quarters of profitability in the second half of 2007. Our

operational and financial successes in 2007 have set the stage for additional
growth as we continue to develop the new discoveries with a continuous
development drilling campaign in 2008. The successes of 2007 also set the stage
for our recent migration to two senior stock exchanges in early 2008, the

‘ Toronto Stock Exchange and the American Stock Exchange.

The company ended 2007 with a greatly expanded prospective land base, a
‘ substantially expanded undeveloped oil reserve base, a growing production G ey

base, and a fully funded drilling program that should continue adding mate- orerica Sfocf/ 5:35 e o G Basy
rial growth in production and cash flow going forward. With our vast operations G o iy,
experience in our operating arenas, we are well positioned to meet the exciting opportunities ahead of us.

Since our last annual report, Gran Tierra Energy’s assets have grown substantially. At year-end 2007, independently audited proved
reserves more than doubled to 6.4 million barrels of oil (MMBO) based on results from the discovery wells. Proved, probable and
possible reserves also more than doubled to 16.5 MMBO. Gran Tierra Energy will undertake a further independently audited
mid-year 2008 reserves update to include the results of subsequent development drilling that has taken place since year-end 2007.

From a production perspective, we managed to achieve a 2007 production exit rate of over 3,300 barrels of oil per day (BOPD), net
after royalty. This more than tripled our production from the end of 2006.

As you can see, in the three years since inception, Gran Tierra Energy has quickly established itself as a successful oil and gas player in
Latin America. We now have a working interest in 19 blocks of land in three countries {Colombia, Peru and Argentina) totaling
6.3 million acres - 18 of these blocks are operated by Gran Tierra Energy, one of the largest landholders in our peer group. This Jand
encompasses a very diverse and significant portfolio of exploration opportunities, the vast

majority of which are operated by Gran Tierra Energy. Being the operator of our lands is a
fundamental aspect of our strategy - we manage our work programs, we manage our budgets,
we manage our prospect generation, we manage our drilling and, when we are successful, we
manage the developments; our results speak to the power of being an effective operator.

All of the above highlights could not have been achieved without the extraordinary
drilling results of last year - three oil discoveries which are all now on production. As
you will note from the enclosed financial statements, these developments translated to
$32.3 million in revenues for 2007, a 167% year-over-year increase, as well as the
achievement of back-to-back profitable quarters in the second half of the year. Of
course, the spectacular test results and initial production rates resulting from the
discovery of the Costayaco field in Colombia is the stand-out success of the year. The
production test from the discovery well is amongst the highest of any exploration well

in Colombia in recent years. Once fully delineated, this field has the potential to be

amongst the largest light oil discoveries in Colombia in recent years.

In the fourth quarter of 2007, average production, net of royalties, increased 109% to
1,482 BOPD from 704 BOPD in the fourth quarter of 2006. The increase in production
is due primarily to a number of factors: the inclusion of a full year of Colombia and
Argentina production; the commencement of production from two new discovery

rrc E”ery ¢

on locdion ! discovery well in Argentina in the first quarter of 2007.

Gran Tie wells in Colombia during the third quarter of 2007; and production from one

- Col‘omé:a'
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The majority of our production is located in Colombia, where Gran Tierra Energy is the operator of nine blocks. This land base
encompasses just under 1.2 million gross acres, with significant exploration potential in the numerous leads and prospects identified
on these lands. During the year our Colombian operations grew production from a 2006 exit rate of approximately 700 BOPD net after
royalty, to our 2007 exit production rate, net after royalty, of 2,700 BOPD. Independently audited reserves, net after royalty, totaled 4.4
million barrels of oil (MMBO) proved, 3.9 MMBO probable, and 3.5 MMBO possible as at December 31, 2007. By far and away the
Costayaco field in the Chaza Block was our most exciting area of operation in 2007. We have now drilled Costayaco 1, 2 and 3 and, by
the time you read this, work on Costayaco 4 will have been well underway. We anticipate having seven wells completed in the
Costayaco field by the end of 2008. In addition, we will be drilling two exploration wells in Colombia in 2008.

Turning to Argentina, Gran Tierra Energy ended the year with a working interest in eight properties encompassing approximately 1.6
million acres in the Noroeste Basin; seven of the blocks are operated by Gran Tierra Energy. As a result of the discovery of new reserves
beneath the Puesto Climaco field earlier in 2007, we were able to double our production and increase our proved reserves for the year.
The 2007 exit production rate was approximately 600 BOPD net, and year-end proved reserves now stand at 2.0 MMBO, probable
reserves are at 1.6 MMBO, and possible reserves are at 1.5 MMBO as of December 31, 2007. All figures are net after royalty.

For 2008 we have budgeted

approximately 14 well workovers ‘ ‘

on existing wells, plus the drilling

of one new exploration well in Growth, value and performance are the
Arglf"ﬁ:a-d Froa-l Wif”zggsdr“‘;d words that best describe the results of
in the third quarter o in the . .

Surubi Block, where Gran Tierra Gld?l Tlerm Energy g 2007‘
Energy has a 100% working , ’

interest in the block and is, of
course, the operator.

In Peru, during the fourth quarter of 2007 we initiated acquisition of approximately 20,000 linear kilometers of new high definition
airborne gravity and magnetic data over the entire area of Blocks 122 and 128. This data will be used to define exploration leads
over which we intend to acquire 2-D seismic data in the Second Exploration Period of each block. Block 122 encompasses
approximately 1.2 million acres and Block 128 encompasses approximately 2.2 million acres of land. Gran Tierra Energy is
operator and holds a 100% working interest in both exploration blocks. Interestingly, on the competitive front, the Gran Tierra
Energy acreage is now surrounded by new blocks operated by major international companies. 2007 was a record year for licensing
activity in Peru; Gran Tierra Energy’s entry in 2006 could not have been better timed.

Finally, on the corporate side, late in 2007 Gran Tierra Energy initiated an application to the Toronto Stock Exchange and the
American Stock Exchange. These applications were subsequently approved and trading began on February 19, 2008, and April 8,
2008, respectively - additional significant milestones in the short history of Gran Tierra Energy. Trading under the symbol “GTE"
on both exchanges, Gran Tierra Energy has now significantly broadened its exposure to a much wider investment community.

In summary, 2007 was a transformational year for Gran Tierra Energy. It was a year in which we focused on exploration drilling, with
seven exploration wells drilled with a capital program of $16.6 million. This year we are an exploration AND production company, with
a combined drilling and facilities capital program of $46.7 million. The bulk of this capital is going to be dedicated to growing our oil
production and associated cash flow, while continuing to drill exploration wells in parailel to grow our reserve base. By keeping our eyes
focused on the fundamentals of our business, our strategy has been executed over the last three years since inception with outstanding
results, and it is our intent to continue executing and replicating our strategy as we continue to grow this company into a substantial
international exploration and production player. Growth, value and performance will continue to be our guiding principles.

Sincerely,

Dana Coffield
President & Chief Executive Officer




Management Team

The management team and board of Gran Tierra Energy bring global experience and perspective
in all aspects of the international oil and gas business, allowing Gran Tierra Energy to establish itself

as a successful oil and gas player in South America and establishing a base for continued growth
in the international arena. T e

|

\

Dana Coffield, PhD - President & CEO its Canadian head office. Martin has worked in public
Prior to joining Gran Tierra as President, Chief Executive practice including two years as an audit manager for
Officer and a Director in May, 2005, Dana led the Middle Coopers & Lybrand in East Africa. He holds a B.Sc. in !
East Business Unit for EnCana Corporation from 2003 Economics from Birmingham University, England, an |
through 2005. From 1998 through 2003, he was New MBA from Henley Management College/Brunel
Ventures Manager for the international division of University, England, and is a member of the Institute of 1
EnCana'’s predecessor, Alberta Energy Company. Dana Chartered Accountants of Alberta and the Institute of
was previously with ARCO International for ten years, Chartered Accountants in England and Wales.

where he participated in exploration and production
operations in North Africa, SE Asia and Alaska. He began |
his career as a mud-logger in the Texas Gulf Coast and

later as a Research Assistant with the Earth Sciences and
Resources Institute where he conducted geoscience
research in North Africa, the Middle East and Latin
America. He graduated from the University of South
Carolina with an MSc and PhD in Geology and holds a
BSc in Geological Engineering from the Colorado
School of Mines. Dana is also a member of the AAPG, the
GSA and the CSPG, and is a Fellow of the Explorers Club.

Martin Eden - CFO
Martin has over twenty-six years experience in
accounting and finance in the energy industry in Canada
and overseas. He was most recently Chief Financial
Officer of Artumas Group Inc., and has served as CFO of
Assure Energy Inc, Geodyne Energy Inc, and Kyrgoil

Corporation, all publicly listed Canadian oil and gas vt Gron
companies, and Chariot Energy Inc, a private oif 5£oraﬁea;iﬂn5 Lase "
Canadian oil and gas company. He spent nine years - ope’

with Nexen Inc. including three years as Finance Manager

of the company’s operations in Yemen and six years in

Nexen's financial reporting and special projects areas in
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Max Wei - VP Operations
Max offers broad experience in reservoir engineering and
project management in Canada, the US, Qatar, Bahrain,
Oman, Kuwait, Egypt, Yemen, Pakistan, Bangladesh,
Russia, Netherlands, Philippines, Malaysia, Venezuela
and Ecuador, among other countries. His career includes
positions with Shell Canada, Imperial Oil, Bechtel,
Occidental Petroleum and Marathon Canada. He was
most recently with EnCana Corporation, as Team Leader
for Qatar and Bahrain operations, and he completed a
project management position with Petronas in Malaysia
before joining Gran Tierra in May 2005. Max is a
registered Professional Engineer in the State of California
and a member of the Association of Professional
Engineers, Geologists and Geophysicists of Alberta. He
has a BSc in Petroleum Engineering from the University of
Alberta and Certification in Petroleum Engineering from

Southern Alberta Institute of Technology.

Rafael Orunesu - President,
Gran Tierra Energy Argentina

Rafael was most recently Engineering Manager for Pluspetrol
Norte SA, where he was responsible for planning and
development operations in the Peruvian North jungle. He
participated in numerous evaluation and asset purchase and
sale transactions covering Latin America and North Africa
with Pluspetrol. Rafael was previously with Pluspetrol in
Argentina where he managed technical and economic evalu-
ations for production operations. He began his career with
YPF, initially as a geologist in the Austral Basin of Argentina
and eventually as Chief of Exploitation Geology and
Engineering for the Catriel Field in the Nuequén Basin, where
he was responsible for drilling programs, workovers and
secondary recovery projects. Rafael has a postgraduate
degree in Reservoir Engineering and Exploitation Geology
from Universidad Nacional de Buenos Aires and a degree in

Geclogy from Universidad Nacional de la Plata, Argentina.

Edgar Dyes - President,

Gran Tierra Energy Colombia

Edgar joined the Gran Tierra management team through
the acquisition of Argosy Energy International, where he
was Executive Vice President and Chief Operating Officer
for Argosy’s general partner. His experience in the
Colombian oil industry spans twenty-one years, with the
last six years in charge of Argosy’s planning, manage-
ment, finance and administration. Edgar started his
career with Union Texas Petroleum as a petroleum

accountant advancing into supervision and management

positions in  UTP’s international operations.
Subsequently, he worked for Quintana Energy
Corporation, (Cullen family, Houston), Jackson

Exploration, Inc, CSX Oil and Gas and Garnet Resources
Corporation where he held the position of Chief Financial
Officer.

managerial roles on projects in the United Kingdom,

Edgar has worked in various financial and

Germany, Indonesia, Oman, Brunei, Egypt, Somalia,
Ecuador and Colombia. He holds a bachelor’s degree in
business management from Stephen F. Austin State

University with postgraduate studies in accounting,.
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Board of Directors

Jeffrey Scott

Jeffrey has served as Chairman of our board of directors
since January 2005. Since 2001, Jeffrey has served as
President of Postell Energy Co. Ltd., a privately held oil
and gas producing company. Mr. Scott is also currently a
Director of Saxon Energy Services, Inc., Suroco Energy,
nc., VGS Seismic Canada Inc, and Essential Energy

Services Trust, all of which are publicly traded companies.

Walter Dawson

Walter has served as a director since January 2005. Walter is
the founder of Saxon Energy Services, a publicly traded
international oilfield services company, and currently serves
as Chairman of the Board of Directors of Saxon. Walter
previously served as President, Chief Executive Officer and a
director and founded what became known as Computalog
Gearhart Ltd. Walter also founded what became known as
Enserco Energy Services Company Inc., formerly Bonus
Resource Services Corp. Walter is currently a director of VG5
Seismic Canada Inc., Suroco Energy Inc. and Action Energy
Inc. {formerly High Plains Energy Inc), all of which are
publicly traded companies.

Verne Johnson

Verne has served as a director since April 2005. Starting with
Imperial Oil in 1966, he has spent his entire career in the
petroleum industry, primarily in western Canada. He worked
with Imperial Oil Limited until 1981. From 1981 to 2000, Verne
served in senior capacities with companies such as Paragon
Petroleum Ltd., ELAN Energy Inc, Ziff Energy Group and
Enerplus Resources Group. He was President and Chief
Executive Officer of ELAN Energy Inc., President of Paragon
Petroleum and Senior Vice President of Enerplus Resources

Group until February 2002. Verne is currently a director of Fort

Chicago Energy Partners LF, Harvest Energy Trust, Essential
Energy Services Trust, and Suroco Energy Inc., all publicly
traded companies. He is currently president of his private

family company, KristErin Resources Inc.

Nick Kirton FCA, ICD.D

Nick joined the Board of Directors effective March 27, 2008,
and assumed the role of Chairman of the Audit Committee.
Nick is a Chartered Accountant and retired after a thirty-eight
year career at KPMG. He currently sits on the boards of direc-
tors of three other public companies. In addition, he is also a
member of the Board of Governors of the University of
Calgary and is a member of the Education and Qualifications
Committee of the Canadian Institute of Chartered

Accountants,

Dana Coffield, PhD

See biography under Management Team.
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K/A
(Amendment No. 1)

(Mark One}

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

For the year ended December 31, 2007
OR

O TRANSITION REPORT PURSUAN'i' TO SECTION i3 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number 000-52594

GRAN TIERRA ENERGY INC,

(Exact name of registrant as specified in its charter)

Nevada ‘ 98-0479924
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) . Identification No.)

+

300, 611 10" Avenue SW
Calgary, Alberta, Canada
(Address of principal executive offtces, including zip code)

(403) 265-3221 |
(Registrant’s telephone number, including area code)
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Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes O No
. 1 '

+

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was requlrcd to file such reports), and (2) has been
SUbjCCl to such filing requiremenis for the past 90 days Yes ® No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by
reference in Part T[] of this Form 10-K or any amendment to this Form 10-K. [X]

)



Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting

"

company. See the definitions of “large accelerated filer,
Act. {Check one):

‘accelerated filer” and “smaller reporting company™ in Rule 12b-2 of the Exchange

Large accelerated filer O  Accelerated filer
Non-accelerated filer U'(do not cheek if a smaller reporting company) Smaller reporting company O
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes O No

The aggregate market value of the voting and non-voting common cquity held by non-affiliates computed by reference 1o the price at which
the common equity was last sold as of the last business day of the registrant’s most recently completed second fiscal quarter was
approximately $97,771,473 (including 4,126,981 shares issuable upon exercise of exchangeable shares). Aggregate market value excludes
an aggregate of 10,098,208 shares of common stock and 11,428,573 sharcs issuable upon exercise of exchangeable shares held by officers
and directors and by each person known by the registrant to own 5% or more of the outstanding common stock on such date. Exclusion of
shares held by any of these persons should not be construed to indicate that such person possesses the power, direct or indirect, to direct or
cause the direction ofthc management or pollmcs of the registrant, or that such person is controlled by or under commeon control with the
registrant.

On March 6, 2008, 85,270,058 shares of the registrant’s Common Stock, $8.001 par value, and 12,303,966 shares of Gran Tierra Goldstrike
Inc., which are exchangeable into our common stock were outstanding, for a total of 97,574,024 shares.

DOCUMENTS INCORPORATED BY REFERENCE . |

The information required by Part [11 of this report, to the extent not set forth herein, is incorporated by reference from the Registrant’s
definitive proxy statement relating to the 2008 annual meeting of stockholders, which definitive proxy statement was filed with the
Securities and Exchange Commission within 120 days after the fiscal year to which this Report relates.

EXPLANATORY NOTE

We are filing this amendment to our Annual Report on Form 10-K for the year ended December 31, 2007 (the 2007 Form 10-K™) 10 (1)
restate our consolidated financial statements for the years ended Decembrer 31, 2007 and 2006, and (2} present restated unaudited quarterly
financial information for each of thc quarters ended March 31, 2007, June 30, 2007 and September 30, 2007. In the course of preparing our
interim financial statements for our quarterly report on Form 10-Q to be filed with the Sccurities and Exchange Commission (* SEC ”) for
the quarter ended March 31, 2008, we discovered a misclassification of accounts payable and accrued ltabilities resulting in a mistatement in
cash flows from operating activities with a corresponding offset to cash flows from investing activities in our 2007 interim financial
statements for the previously reported quarters ended March 31, 2007, June 30, 2007 and September 30, 2007, and annuval financial
statements for the years ended December 31, 2006 and 2007 (collectively, the “Affected Financial Statements™). The restaternents in the
Affected Financial Statements had no effect on our previously reported net change in cash and cash equivalents and no impact on our
previously reported consohdated balance sheets or consolidated statements of operations and accumulated deficit contained in the Affected
Financial Statements.

The restatement of our consolidated financial statements as a result of the error described above has led our management to conclude that a
material weakness existed in our internal control over financial reporting as of December 31, 2007, and that Management’s Report on
Internal Control over Financial Reporting should also be restated. Accordingly, this amended filing includes a revised Management Report
that reflects management’s conclusion that our intemal control over financial reporting was not effective at December 31, 2007. The report
of our independent registered public accounting firm was also revised to reflect their conclusion that our internal control over financial
reporting was not effective at December 31, 2007.

In accordance with the rules of the SEC, the affected items of the 2007 Form 10-K, “ltem 1A Risk Factors™ of Part I and “Item 6. Sclected
Financial Data,” “Item 7. Management’s Discussion of Financial Condition and Results of Operations, ” “ltem 8. Financial Statements and
Supplementary Data,” and “Item 9A. Controls and Procedures” of Part [1, are being amended. No other items, although included herein,
have been amended.

No attempt has been made in this Form 10-K/A to update other disclosures presented in the 2007 Form 10-K except as described above or as
required to reflect the effects of the restatement. This Form 10-K/A does not reflect events occurring after the filing of the 2007 Form 10-K
or modify or update those disclosures, including the exhibits to the 2007 Form 10-K affected by subsequent cvents; however, this Form 10-
K/A mctudes as Exhibits 31.1, 31.2 and 32 new certifications by our principal executive officer and principal financial officer as required by
Rule 12b-15 promulgated under the Securitics Exchange Act of 1934, as amended. Accordingly, this Form 10-K/A should be read in
conjunction with our filings made with the SEC subsequent to the filing of the 2007 Form 10-K, including any amendments to those filings.
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PART1
This Annual Report on Form [0-K, particularly in Item 1. “Business™, ltem 2 “Properties” and ltem 7, * Management s Discussion and
Analysis of Financial Condition and Results of Operations,” includes forward-looking statements within the meaning of Section 274 of the
Securities Act of 1933 (the Securities Act) and Section 21 E of the Securities Exchange Act of 1934 (the Exchange Act). These statements
include, but are not limited 10, statements concerning our plans, goals, strategies, invent, beliefs or current expectations. Our actual results
could differ materially from those projected in the forward-looking statements as a result of a number of factors, risks and uncertainties
discussed in this Form 10-K, especially those contained in Item 1A of this Form 10-K. The words “may,” "will,” “could,” “waould,”
“anticipate,” “expect,” “intend,” “believe,” “continue,” or the negatives of these terms, or other comparable terminology and similar
expressions identify these forward-looking statements. The information included herein is given as of the filing date of this Form [0-K with
the Securities and Exchange Commission (SEC) and future events or circumstances could differ significantly from these forward-looking
Statements. Accordingly, we caution readers not to place undue reliance on these statements. Unless required by law, we undertake no
obligation to update publicly any forward-looking statements.

Item 1. Business
General

Gran Tierra Energy Inc. and its subsidiaries (“Gran Tierra Energy™) is an independent encrgy company engaged in oil and gas exploration,
development and production. We own oil and gas propertics in Colombia, Argentina and Peru, A detailed description of our properties can'
be found under Item 2. “Properties”. -

Our principal executive offices are located at 300, 611-10th Avenue S.W_, Calgary, Alberta, Canada. The telephone number at our principal
executive office is (403) 265-3221.

On November 10, 2005, Goldstrike, Inc., a Nevada corporation (“Goldstrike™), Gran Ticrra Energy Inc., a privately-held Alberta corporation
which we refer to as “Gran Tierra Canada” and the holders of Gran Tierra Canada’s capital stock entered into a seties of transactions
pursuant to which Gran Tierra Canada became a wholly-owned subsidiary of Goldstrike. Immediately following the transactions Goldstrike
changed its name to Gran Tierra Energy Inc. and continbed operations with the management and business operations of Gran Tierra Canada,
but remaining incorporated in the State of Nevada.

In the transactions between Goldstrike and the holders of Gran Tierra Canada common stock, Gran Tierra Canada shareholders received, for
their shares of Gran Tierra Canada’s common stock: (a) exchangeable shares of a subsidiary of Goldstrike, or (b) shares of Goldstrike
common stock, or (¢} a combination of exchangeable shares and Goldstrike common stock. Each exchangeable share is exchangeable into
one share of our common stock and has the same voting rights as a share of our common stock.

The share exchange between the former shareholders of Gran Tierra Canada and the former Goldstrike is treated as a recapitalization of
Gran Tierra Energy for financial accounting purposes. Accordingly, the historical financial statements of Goldstrike before the share
purchase and assignment transactions were replaced with the historical financial statements of Gran Tierra Canada before the share exchange
in all subsequent filings with the SEC.

Goldstrike was incorporated in the United States on June 6, 2003. Prior to the transactions described abové, Goldsirike was engaged in
mineral exploration in British Colombia, Canada. Gran Tierra Canada was formed as an Alberta, Canada, corporation in early 2005. The
former Gran Tierra Canada was formed by an experienced management team with extensive experience in oil and natural gas exploration
and preduction in most of the world’s principal petroleum producing regions.

The Oil and Gas Business

In the discussion that follows, and in Item 2 “Properties”, we discuss our interests in wells and/or acres in gross and net terms. Gross oil and
natural gas wells or acres refers to the total number of wells or acres in which we own a working interest. Net oil and natural gas wells or
acres is determined by multiplying gross wells or acres by the working interest that we own in such wells or acres. Working interest refers to
the interest we own in a property, which entitles us to receive a specified percentage of the proceeds of the sale of oil and nariral gas, and
also requires us to bear the cost to explore for, develop and produce such oil and natural gas. A working interest owner that owns a portion
of the working interest may participate either as operator or by voting his/her percentage interest to approve or disapprove the appointment
of an operator and drilling and other major activities in connection with the development of a property.

We also refer to royalties and farm-in or farm-out transactions. Royalties are paid to governments on the production of oil and gas, either in
kind or in cash. Royalties also include overriding royalties paid to third parties. Qur reserves, production and sales are reported net after
deduction of royalties. Farm-in or farm-out transactions refer to transactions in which a portion of a working interest is sold by an owner of
an oil and gas property. The transaction is labeled a farm-in by the purchaser of the working intcrest and a fanm-out by the seller of the
working interest. Payment in a farm-in or farm-out transaction can be in cash or in-kind by committing to perform and/or pay for certain
work obligations.
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Several items that relate to oil and gas operations, specifically seismic operations, are also discussed in this document. Seismic data is used
by oil and natural gas companies as their principal source of information to locate oil and natural gas deposits, both for exploration for new
deposits and to manage or enhance production from known reservoirs. To gather seismic data, an energy source is used to send sound waves
into the subsurface strata. Thuse waves are reflected back to the surface by underground formations, where they are detected by geophones
which digitize and record the reflected waves. Computers are then used to process the raw data to develop an image of underground
formations. 2-D Seismic is the standard acquisition technique used to image geologic formations over a broad area. 2-D seismic data is
collected by a single line of cnergy sources which reflect seismic waves to a single line of geophones. When processed, 2-D seismic data
produces an image of a single vertical plane of sub-surface data. 3-D seismic data is collected using a grid of energy sources, which are
generally spread over several miles. A 3-D survey produces a three dimensional image of the subsurface geology by collecting seismic data
along paralie! lines and creating a cube of information that can be divided into various planes, thus improving visualization. Consequently,
3-D seismic data is generally considered a more reliable indicator of potential oil and natural gas reservoirs in the area evaluated.

4
o

Development of Our Business

We made our initjal acquisition of oil and gas producing and non-producing properties in Argentina in September 2005. During 2006, we
acquired oil and gas producing and non-producing assets in Colombia, non-producing assets in Peru and additional properiies in Argentina.
As a result of these acquisitions we hold:

* 1,191,498 gross acres in Colombia (935,953 net) covering seven Exploration and Production contracts and two Technical Evaluation Arcas,
three of which are producing and all are operated by Gran Tierra Energy;

* 1,906,418 gross acres (1,488,558 net) in Argentina covering eight Expl_ora‘tion and Production contracts, three of which are producing, and
all but one is operated by Gran Tierra Energy; and

* 3,436,040 acres in Peru owned 100% by Gran Tierra Energy, which constitute frontier exploration, in two Exploration and Production
contracts operated by Gran Tierra Energy.

In Colombia in 2007, we drilled two discovery wells in the Putumayo Basin, the Juanambu-1 well in the Guayuyaco Block and the
Costayaco-| well in the Chaza Block. We also acquired 70 square kilometers of 3D seismic on the Chaza block, and commenced drilling the
Costayaco-2 well, which we completed drilling in January 2008. We drilled four other wells, which were plugged and abandoned. These
wells were drilled with partners through various farm-out arrangements, and three of the wells were drilled at no cost to us. We were granted
100% interests in two Technical Evaluation Areas in Colombia in the Putumayo basin - Putumayo West A and Putumayo West B. Finally,
we engaged in farm-out activity on several of our exploration blocks, including Mecaya, Rio Magdalena and Talora, and relinguished our
interest in the anavcra block.

Plans for 2008 in Colombia focus on the development of the Costayaco discovery. Our plans include drilling a total of six development wells

at Castayaco in 2008, including the completion of Costayaco-2 which began drilling in December 2007 and recently completed testing, and \
Costayaco-3 which entered the testing phase in February, 2008. Along with our drilling operations, we plan to acquire 40 kilometers of 2D

scismic on the Chaza block. Also in 2008 we plan to drill onc'additional development well on the Juanambu discovery, complete one

workover and drill one exploration well on the Azar block, drill one exploration well on the Rio Magdalena block and proceed with seismic
reprocessing, acquisition and prospect generation on our other blocks and Technical Evaluation Areas. In addition we will be developing

production and transportation infrastructure for our producing properties.

In Argentina in 2007, we completed drilling the Puesto Climaco-2 sidetrack wéll in the El Vinalar block. We also completed several
workovers of existing wells designed to maintain production in our other producing fields. In 2008, we plan to complete several workovers
to maintain and/or increase production. We also plan to drill one exploration well on our Surubi block.

In Peru, we began acquisition of technical data in.2007 through an aero magnetic-gravity survey, with completion anticipated in the first half
of 2008. This will be followed by seismic planning for the remainder of 2008, with acquisition of seismic data planned for 2009.

Our revenues and profit (loss) for each of the last three years, and our total assets as of December 31, 2007 and 2006, are set forth in Item 8
“Financial Statements and Supplementary Data”, which information s incorporated by reference here. Our total assets as of December 31,
2005 were $12.4 million. Qur annual report on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K, as well as any
amendments to such reports and all other filings pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, which we make
available as soon as reasonably practicable after we clectronically file such material with, or fumnish it to, the SEC, are available free of
charge to the public on our website http://www.grantierra.com. To access our Securitics and Exchange Commission (*SEC™) filings, select
SEC Filings on the investor relations page on our website, which will link you to the detailed quote for Gran Ticrra on the OTC bulletin
board site, Click “Filings™ to view a list of SEC filings. Our website address is provided solcly for informational purposes. We do not intend,
by this reference, that our website should be deemed to be part of this Annual Report. Any materials we have filed with the SEC may be read
and/or copied at the SEC’s Public Reference Room at 100 F Street N.E. Room 1580, Washington, D.C. 20549. You may obtain information



on the operation of the Public Reference Room by calling the SEC at 1800-SEC-0330. The SEC maintains an intemet site that contains
reports, proxy and information statements, and other information regarding us. The SEC’s website address is www.SEC.gov.

Business Strategy

Our plan is to build an intemational oil and gas company through acquisition and exploitation of opportunities in oil and natural gas
exploration, development and production. OQur initial focus is in select countries in South America, currently Argentina, Colombia and Peru.

We are applying a two-stage approach to growth, initially establishing a base of production, development and exploration asscts by selective
acquisitions, and secondly achieving future growth through drilling. We intend to duplicate this business model in other arcas as
opportunitics arise. We pursue opportunities in couniries with prolific petroleum systems and attractive royalty, taxation and other fiscal
terms. In the petroleum industry geologic settings with proven petroleum source rocks, migration pathways, reservoir rocks and traps are
referred to as prolific petroleum systems.

A key to our business plan is positioning — being in the right place at the right time with the right resources. The fundamentals of this
strategy are described in more detail below:

*  Position in countries that are welcoming to foreign investment, that provide attractive fiscal terms and/or offer opportunities that we
believe have been previously ignored or undervalued.

* Build a balanced portfolio of production, development and exploration assets and opportunities.
* Engage qualificd, experienced and motivated professionals.
*  Establish an effective local presence.

* Create alliances with companies that are active in areas and countries of interest, and consolidate initial land/property positions.

*  Assess and close opportunities expeditiously.

Our access to opportunities stems from a combination of experience and industry relationships of the management team and board of
directors, both within and outside of South America. An active market with many available deals is critical to growing a portfolio efficiently
and effectively so that we can capitalize on our capabilitics today and into the future as we grow in scale and our needs evolve.

Research and Development

We have not expended any resources on pursuing research and development initiatives. We use existing technology and processes for
executing our business plan.

Markets and Customers

Ecopetrol S.A., or Ecopetrol, a govemment agency, is the purchaser of all crude oil sold in Colombia. We deliver our oil ta Ecopetrol
through our transportation facilities which include pipelines, gathering systems and trucking. Oil from our discoveries at Juanambu and
Costayaco is currently being trucked to an entry point of our main pipeline, and construction is underway on gathering systems and pipelines
to replace the trucking, which will improve reliability and safety of transportation, as well as increase capacity. The production from our
other properties is shipped via pipeline. Crude oil prices are defined by a multi-year contract with Ecopetrol, based on West Texas
Intermediate, or WTI, price less adjustments for quality and transportation..Our oil in Colombia is good quality light oil. We receive 25% of
our revenue in Colombian pesos, and 75% of revenue in US dollars. Sales to Ecopetrol accounted for 75% of our revenues in 2007, 56% of
our revenues in 2006, and 0% of our revenues in 2005, :

In accordance with our debt facility with Standard Bank PLC, we are required to hedge a portion of production from our Colombian
operations. We entered into a costless collar hedging contract for crude oil based on WTI price, with a floor of $48.00 and a ceiling of
$80.00, for a threc-year period, for 400 barrels of oil per day from March 2007 to December 2007, 300 barreis of oil per day from
January 2008 to December 2008, and 200 barrels of oil per day from January 2009 to February 2010.

We market our own share of production in Argentina. The purchaser of all our oil in Argentina is Refineria del Norte S.A, or Refiner S.A.
Our oil in Argentina is good quality light oil and the bulk of our production is transported by pipeline and truck to Refiner S.A., although




minor volumes of natural gas and natural gas liquids are sold locally. In Argentina export prices for crude oil are subject to an export tax
based on WTI price. An amount equivalent to the export tax is applied to domestic sales, which has the effect of limiting the actual realized
price for domestic sales. Our crude oil prices are defined by a contract with Refiner $.A., based on WTI price less adjustments for quality,
transportation and an adjustment equivalent to the export tax. We receive revenues in Argentine pesos, based on US dollar prices with the
exchange rate fixed on the salzs inveice date. Qur current contract with Refiner S.A. expired January 1, 2008; however we are continuing
sales of our oil under oral agrcement with Refiner S.A. Sce “ Negative Economic, Political and Regulatory Developments in Argentina,
Including Export Controls Muy Negatively Affect our Operation™ in [tem 1A “Risk Factors™ for a description of the Argentine oil price
situation. Sales to Refiner accounted for 25% of our revenues in 2007, 44% of our revenues in 2006, and 100% of our revenues in 2005.

There were no sales in any other country other than Colombia and Argentina in 2007, 2006 and 2005.

See “Our Oil Sales Will Depend on a Relatively Small Group of Customers, Which Could Adversely Affect Our Financial Results " and “

Negau' ve Economic, Political and Regulatory Developments in Argentina, Including Export Controls May Negatively Affect our Operations
> in Item 1A “Risk Factors™ for a description of the risks faced by our depcndcncy on a small number of customers and the regulatory

systems under which we operate.

Competition

The oil and gas industry is highly competitive. We face competition from both local and international companies in acquiring properties,
contracting for drilling equipment and securing trained personnel. Many of these competitors have financial and technical resources that
exceed ours, and we believe that these companies have a competitive advantage in these areas. Others are smaller, and we believe our
technical and financial capabilities give us a competitive advantage over these companies.

See “Competition in Obtaining Rights 10 Explore and Develop Oil and Gas Reserves and to Market Our Production May Impair Our
Business” and “Negative Economic, Political and Regulatory Developments in Argentina, Including Export Controls May Negatively
Affect our Operations™ in Item 1A. "Risk Factors” for risks associated with competition.

Geographic Information

Information regardmg our geographic segments, including information on revenues, assets, expenses, income and operating income can be
found in Note 4 Segment and Geographic Reporting in [tem 8 “Fmancml Statements and Supplementary Data”, Long lived assets are
Property, Piant and Equipment, which includes all oil and gas assets, furniture and fixtures, automobiles and computer equipment. No long
lived assets are held in our country of domicile, which is the United States of America. Corporate assets include assets held by our corporate
head office in Calgary, Alberta, Canada, and assets held in Peru.

' Regulation

The oil and gas industry in Colombia, Argentina and Peru is heavily regulated. Rights and obligations with regard to exploration,
development and production activities are explicit for each project; economics are govemed by a royalty/tax regime. Various government
approvals are required for property acquisitions and transfers, including, but not limited to, meeting financial and technical qualification
criteria in order to be a certified as an oil and gas company in the country. Oil and gas concessions are typicalty granted for fixed terms with
opportunity for extension.

Colombia

In Colombia, state owned Ecopetrol is responsible for all activities related to exploration, extraction, production, transportation, and
marketing oil for export. Historically, ali oil production was from concessions granted to foreign operators or undertaken by Ecopetrol under
Association Contracts or Shared Risk Contracts with foreigh companies which generally provided Ecopetrol with back-in rights, which
allow for Ecopetrol to acquire a working interest share in any commercial discovery by paying their share of the costs for that discovery.

Effective January 1, 2004, the regulatory regime in Colombia underwent a significant change with the formation of the Agencia Nacional de
Hidrocarbones or National Hydrocarbons Agency, or ANH, The ANH is now responsible for regulating the Colombian oil industry,
including managing all exploration lands not subject to a previously existing association contract. The state oil company, Ecopetrol, will
maintain its exploration and production activities across the country, but will become a more direct competitor in future projects.

In conjunction with this change, the ANH developed a new exploration risk contract that took effect near the end of the first quarter of 2005.
This Exploration and Explonauon Contract has significantly changed the way the industry views Colombia. In place of the earlier
association contracts in which the Ecopetrol had an immediate back-in to production, the new agreement provides full risk/reward benefits
for the contractor. Under the terms of the contract the successful operator retains the rights to all reserves, production and income from any
new exploration block, subject to existing royalty and income tax regulations with a windfall profits tax provision for larger field.




Argentina

The Hydrocarbons Law 17.319, enacted in June 1967, established the basic legal framework for the current regulation of exploration and
production of hydrocarbons in Argentina. The Hydrocarbons Law empowers the National Executive to establish a national policy for
development of Argentina’s hydrocarbon reservés, with the main purpose of satisfying domestic demand. However, on January 5, 2007,
Hydrocarbon Law 26.197 was passed by the Government of Argentina. This new legal framework replaces article one of the Hydrocarbons
Law 17.319 and provides for the provinces to assume complete ownership, authority and administration of the crude oil and natural gas
reserves located within their temritories, including offshore areas up te 12 marine miles from the coast line. This includes all exploration,
exploitation and transportation concessions,

On June 3, 2002, the Argentine government issued a resolution authorizing the Energy Secretariat to limit the amount of crude oil that
companics can export. The restriction was to be in place from June 2002 to September 2002. However, on June 14, 2002, the government -
agreed to abandon the limit on crude export volumes in exchange for a guarantee from oil companies that domestic demand will be supplied.
Oil companies also agreed not to raise natural gas and related prices to residential customers during the winter months and to maintain
gasoline, natural gas and oil prices in line with those in other South American countries. :

Recently the Argentine government has issued decrees changing the withholding tax structure and further regulating oil exports. The cffects .

on Gran Tierra Energy are noted in Item 1A, “Risk Factors”.

Peru '
In Peru, state-controlled Perupetro is responsible for overall regulation and licensing of the oil and gas.industry: It also negotiates oil and gas
contracts with companies to explore and/or produce in Peru.

See Item 1A. “Risk Factors” for information regarding the regulatory risks that we face. -

Environmental Compliance

Our acuvmcs are subject to existing laws and regulations governing environmental quality and pollution control in the foreign countries
where we maintain operations. Gur activities with respect to exploration, drilling and production from wells, facilities, including the
operation and construction of pipelines, plants and other facilities for transporiing, processing, treating or storing crude oil and other
products, are subject to stringent environmental regulation by provincial and federal aiithorities in Colombia, Argentina and Peru. Such
regulations relate to environmental imphcl studies, permissible levels of air and water emissions, control of hazardous wastes, construction
of facilities, recycling requirements, reclamation standards, among others. Risks are inherent in oil and gas exploration, development and
production operations, and we can give no assurance that significant costs and liabilities will not be incurred in connectien with .
environmental compliance issues. There can be no assurance that all licenses and permits which we may require to carry out exploration and
production activities will be obtainable on reasonable terms or on a timely basis, or that such laws and regulations would not have an adverse
effect on any pro ject that we may wish to undertake. '
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In 2007, we experienced a limited number of environmental incidents and enacted many environme'nlal initiatives as follows:
In Colombia, we resolved water contamination issues on our Santana block, and passed government inspection on December 6, 2007. We
also dealt with three minor incidents on the Santana block, which caused spilled o1l and ground water contamination and a loss to Gran
Tierra Energy of approximately 220 barrels of oil. Qur pipeline from Miraflor to Santana had several incidents of theft which resulted in
minor environmental damage, which was cleaned up and remediated by Gran Tierra Energy. The pipeline incidents caused a loss of
approximatcly 4,166 barrels of oil; net to Gran Tierra Energy. The total cost to Gran Ticrra Energy of these incidents was approximately
$310,000,

In Argentina, we had one spill of 115 barrels of diesel caused by operator error at our El Vinalar ficld loading station. The affected area was
cleaned, contaminated soil removed and a retaining wall erected around the loading point.

Initiatives enacted in 2007 included implementation of our Corporate Health, Safety and Environment Management System and
Environmental Best Practices. We have an Environmental risk management program in place as well as a waste management system. Air
and water testing occur regularly, and environmental contingency plans have been prepared for all sites and ground transportation of crude
oil. We conducted an internal audit of environmental procedures in December 2007,

During 2006 we spent $95,373 in Colombia to comply with environmental standards around water disposal. In Argentina, we spent $10,400
on environmental monitoring and water disposal.

In Peru, we will conduct an Environmental Impact Assessment, or EIA, on each of our blocks. We cxpect the costs for 2008 for these ElAs
to be approximately $250,000 each.

We will continue compliance with all environmental and pollution control laws and regulations in Colombia, Argentina and Peru. We plan




to continue enacting environmental, health and safety initiatives in order to minimize our envirenmental impact and expenses. We also plan
to continue and improve internal audit procedures and practices in order to monitor current performance and search for improvement.

We expect the cost of compliance with Federal, State and local provisions which have been enacted or adopted regulating the discharge of
matertals into the environment, or otherwise relating to the protection of the environment for the rest of operations will not be material to our
company.

Employees

At December 31, 2007, we had 126 full-time employees — 10 located in the Calgary corporate office, 28 in Buenos Aires (15 office staff
and 13 field personnel) and 8% in Colombia (24 staff in Bogota and 64 field personnel). None of our employees are represented by labor
unions, and we consider our employee relations to be geod.

Item 1A. Risk Factors
Risks Related to Our Business

The business of exploring for, developing and producing oil and natural gas reserves is mhcrently risky. We will face numerous and varied
risks which may prevent us from achieving our goals.

We are a Company With Limited Operating History for You to Evaluate Our Business. We May Never Attain Profitability,

As an oil and gas exploration and development company, which commenced operations in 2005, we have a limited operating history, and
therefore it is difficult for potential investors to evaluate our business, Qur operations are subject to all of the risks frequiently encountered in
the development of any new business, including control of expenses and other difficulties, complications and delays, as well as those risks
that are specific to the oil and gas industry. Investors should evaluate us in light of the delays, expenses, problems and uncertainties
frequently encountered by corapanies developing markets and operations in new countrics, We may never overcome these obstacles. Our
accumuiated deficit as of December 31, 2007 is $16.5 million.

Our business is speculative and dependent upon the implementation of our business plan and our ability to enter into agreements with third
parties for the rights to expleil potential oil and gas reserves on terms that will be commercially viable for us. If we are unable to do so, or
unable to do so at the level we intend, then we may never attain profitability.

Unanticipated Problems in Qur Operations May Harm Our Business and Our Viability. ,
If our operations in South America are disrupted and/or the cconomic integrity of these projects is threatened for unexpected reasons, our
business may experience a setback. These unexpected events may be due to technical difficulties, operational difficulties which impact the
production, transport or sale of our products, geographic and weather conditions, business reasons or otherwise. Because we are at the carly
stages of our development, we are particularly vulnerabie to these events. Prolonged problems may threaten the commercial viability of our
operations. Moreover, the occurrence of significant unforeseen conditions or events in connection with our acquisition of operations in South
America may cause us to question the thoroughness of our due diligence and plannixfg process which occurred before the acquisitions, and
may cause us to reevaluate our business model and the viability of our contemplated busincss. Such actions and analysis may cause us to
delay development efforts and to miss out on opportunities o expand our operations. i Co T

We M’ay Be Unable to Obtain Development Rights We Need to Build Our Business, and Our Financial Condition and Results of
Operations May Deteriorate.

Our business plan focuses on international exploration and production opportunities, initially in South America and later in other parts of the,
world. Thus far, we have acquired interests for exploration and development in eight propertics in Argentina, nine properties in Colombia .
and two properties in Peru. In the event that we do not succeed in negotiating additional property acquisitions, our future prospects will
likely be substantially limited, and our financial condition and results of operations may deteriorate.

Qur Lack of Diversification Will Increase the R:l'skr of an Investment in Qur Commeon Stock. ) .
Our business will focus on the oil and gas industry in a limited number of properties, initiatly in Argentina, Colombia and Peru, with the
intention of expanding elsewhere,inio other countrics. Larger companies have the ability to manage their risk by diversification. However,
we will lack diversification, in terms of both the nature and geographic scopc of our business. As a result, factors affcclmg our Jindustry or
the regions in which we operate will likely impact us more acutely than if our busmess were more dwers1ﬁed
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Strategic Relationships Upon Which We May Rely are Subject to Change, Which May Diminish Our Ability to Conduct Qur Operations.

Our ability to successfully bid on and acquire additional properties, to discover rescrves, to participate in drilling opportunities and to
identify and enter into commercial amangements will depend on developing and maintaining effective working relationships with industry
participants and on our ability to select and evaluate suitable properties and 10 consummate transactions in a highly competitive
environment. These realitics are subject to change and may impair Gran Tierra Energy’s ability to grow,

To develop our business, we will endeavor to use the business refationships of our management and board of directors to enter into strategic
relationships, which may take the form of joint ventures with other private partics or with local government bodics, or contractual
arrangements with other oil and gas companies, including those that supply equipment and other resources that we will use in our business.
We may not be able to establish these strategic relationships, or if established, we may not be able to maintain them. In addition, the
dynamics of our relationships with strategic partners may require us 1o incur expenses or undertake activities we would not otherwise be
inclined to in order to fulfill our obligations 1o these partners or maintain our relationships. If our strategic relationships are not established
or maintained, our business prospects may be limited, which could diminish our ability to conduct our operations.

Competition in Obtaining Rights to Explore and Develop Oil and Gas Reserves and to Market Gur Production May Impair Our
Business.

The oil and gas industry is highly competitive. Other oil and gas companics will compete with us by bidding for exploration and production
licenses and other properties and services we will need to operate our business in the countries in which we expect to operate. This
competition is increasingly intense as prices of il and natural gas on the commodities markets have risen in recent years. Additionally, other
companies engaged in our line of busincss may compete with us from time to fime in obtaining capital from investors. Competitors include
larger, foreign owned companies, which, in particular, may have access to greater resources than us, may be more successful in the
recruitment and retention of qualified employees and may conduct their own refining and petroléum marketing operations, which may give
them a competitive advantage. In addition, actual or potential competitors may be strengthened through the acquisition of additional assets
and interests.

We May Be Unable to Obtain Additional Capmzl that We Will Require te Implement Our Business Plan, Wh.rch Couid Resmct Our
Ability to Grow.

We expect that our cash balances and cash flow from operations and existing credit facility will be sufficient only to'provide a limited
amount of working capital, and the revenues generated from our properties in Argentina and Colombia will be sufficient only to fund our
currently planned operations. We will require additional capital to continue to operate our business beyond our current planned activities and
to expand our expleration and development programs to additional propertics. We may be unable to obtain additional capital required.
Furthermore, inability 1o obtain capital may damage our reputation and credibility with industry participants in the event we cannot close
previcusly announced transactions. i
When we require such additionat capital we plan to pursue sources of such capital through various financing transactions or arrangements,
including joint venturing of projects, debt financing, equity financing or other means. We may not be successful in locating suitable
finanting transactions in the time period required or at all, and we may not obtain the capital we require by other means. If we do succeed in
raising additional capital, future financings arc likely to be dilutive to our stockholders, as we will most likely issuc additional shares of
common stock or other equity to investors in future financing transactions. In addition, debt and other mezzanine financing may involve a
pledge of assets and may be senior 10 interests of equity holders. We may incur substantial costs in pursuing future capital financing,
including investment banking fees, legal fees, accounting fees, securities law compliance fees, printing and distribution expenses and other
costs. We may also be required to recognize non-cash expenses in connection with certain securitics we may issue, such as convertibles and
warrants, which will adversely impact our financial condition. '

Our ability to obtain needed financing may be impaired by such factors as the capital markets (both generally and in the oil and gas industry
in particular), our status as a new enterprisé with a limited history, the location of our oil and natural gas properties in South America and
prices of oil and natural gas on the commodities markets (which will impact the amount of asset-based financing available to us) and/or the
loss of key management. Further, if oil and/or natural gas prices on the commodities markets decrease, then our revenues will likely
decrease, and such decreased revenues may increase our requirements for capital. Some of the contractual arr:mg_,emenls governing our
exploration activity may require us to commit to certain capital expenditures, and we may lose our contract rights if we do not have the
required capital to fulfill these commitments. If the amount of capital weé are able to raise from financing activities, together with our cash
flow from operations, is not sufﬁcu:nt 10 satisfy our capltal needs (even to the extent that we reduce our operations), we may be required to
cease our operatmns

r
If We Fail to Make the Cash Calls Required by Gur Current Joint Ventures or Any Future Joint Ventures, We May be Required to
Forfeit Qur Interests in These Joint Ventures and Our Results of Opérations and Our Liquidity Would be Negatively Affected.

If we fail to make the cash calls required by our joint ventures, we may be required to forfeit our interests in these joint ventures, which
could substantially affect the implementation of our business strategy. In the futurc we will be required to make periodic cash calls in




connection with our operated and non-operated joint ventures, or we may be required to place funds in escrow to secure our obligations
related to our joint venture activity. If we fail to make the cash calls required in connection with the joint ventures, whether because of our
cash constraints or otherwise, we will be subject to certain penalties and eventually would be required to forfeit our interest in the joint
venture.

We May Not Be Able To Effectively Mamrge Our Growth, Which May Harm Our Profi mbdm

Our strategy envisions expanding our business. If we fail to effectively manage our growth, our financial results could be adversely affected.
Growth may place a strain on our management systems and resources, We must continue to refine and expand our business development
capabilities, our systems and processes and our access to financing sources. As we grow, we must continue to hire, train, supemse and
manage new employces. We may not be able to: :

* expand our systems effectively or efficiently or in a timely manner;

* allocate our human resources optimally;

* identify and hire qualified employees or retain valued efnployees; or
I

* incorporate effectively the components of any business that we may acquire in our cffort to achicve growth.

If we are unable to manage our growth and our operations our financial results could be adversely affected by meﬁlmency, which could
diminish our profitability. : ' . .

Our Business May Suffer If We Do Not Attract and Retain Talented Personnel.

Our success will depend in large measure on the abjlities, expertise, judgment, discretion, integrity and good faith of our management and
other personnel in conducting the business of Gran Tierra Energy. We have a small management team consisting of Dana Coffield, our
President and Chief Exccutive Officer, Martin Eden, our Vice President, Finance and Chicf Financial Officer, Max Wei, our Vice President,
Operations, Rafacl Orunesu, our President of Gran Tierra Argentina SA, and Edgar Dyes, our President of Gran Tierra Colombia Ltd.
(“Gran Tierra Colombia™). The loss of any of these individuals or our inability 1o auract suitably qualified staff could materially adversely
impact our business. We may also experience difficulties in certain jurisdictions in our efforts to obtain suitably qualified staff and retaining
staff who are willing to work in that jurisdiction. We do not currently carry life insurance for our key employees.

Our success depends on the ability of our management and employees to interpret market and geological data successfully and to interpret
and respond to cconomic, market and other business conditions in order to locate and adopt appropriate investment opportunities, monitor
such investments and ultimately, if required, successfully divest such investments. Further, our key personnel may not continue their
association or employment with Gran Tierra Energy and we may not be able to find replacement personnel with comparable skills. We have
sought to and will continug to ensure that management and any key employces are appropriately compensated; however, their services
cannot be guaranteed. If we are unable to attract and retain key personnel, our business may be adversely affected.

Risks Related to our Prior Business May Adversely Affect our Business.

Before the share exchange transaction between Goldstrike and Gran Tierra Canada, Goldstrike’s business involved mineral exploration, with
a view towards development and production of mineral assets, including ownership of 32 mineral claim units in a property in British
Columbia, Canada and the exploration of this property. We have determined not to pursue this line of business following the share exchange,
but could still be subject to claims arising from the former Goldstrike business. These claims may arise from Goldstrike’s operating activities
{such as employee and labor matiers), financing and credit arrangements or other commercial transacfions. While no claims are pending and
we have no actual knowledge of any threatened claims, it is possible that third parties may seck to make claims against us based on
Goldstrike’s former business operations. Even if such asserted claims were without merit and we were ultimately found to have no liability
for such claims, the defense costs and the distraction of management’s attention may harm the growth and profitability of our business.
While the relevant definitive agreements executed in connection with the share exchange provide indemnities to us for liabilities arising
from the prior business activitics of Goldstrike, these indemnities may not be sufficient to fully protect us from all costs and expenses.

Maintaining and improving onr financial controls may strain our resources and divert managemem 's attention, and if we are not able to
report that we have effective internal controls our stock price may suffer.

We are subject to the requirements of the Securities Exchange Act of 1934, or the Exchange Act, including the requirements of the
Sarbanes-Oxlcy Act of 2002. The requirements of these rules and regulations have increased, and we expect will continue to increase, our
legal and financial compliance costs, make some activities more difficult, time-consuming or costly and may also place undue strain on our
personnel, systems and resources. The Sarbanes-Oxley Act requires, among other things, that we maintain effective disclosure controls and
procedures and internal control over financial reporting. This can be difficult to do. As a result of this and similar activities, management’s




attention may be diverted from other business concerns, which could have a material adverse effect on our business, financial condition and
results of operations,

We Have a Material Weakness In Our Internal Control Over Financial Reporting, and This Material Weakness Creates a Reasonable
Possibility That a Material Misstatement of Qur Interim or Annual Financial Statements Will Not Be Prevented or Detected in a Timely
Manner. ‘

As a publicly-traded company, we must maintain disclosure controls and procedures and intemal control over financial reporting. Qur
management determined that we have a material weakness in our intemnal control over financial reporting as of December 31, 2007, relating
to the accounting for changes in our accounts payable and accrued liability balances in our statements of cash flow. As a result of this
material weaknesses in intemal control over financial reporting, material misstatements existed in our statements of cash flow for the years
ended December 31, 2007 and 2006, and in our interim financial statements in 2007,

To improve and to maintain the effectiveness of our internal control over financial reporting and disclosure controls and procedures,
significant resources and management oversight may be required. As a result of this and similar activities, management's attention may be
diverted from other business concerns, which could have a material adverse effect on our business, financial condition and resuits of
operations. If we are unable to remediate the material weakness, or in the future report one or more additional material weaknesses, there is a
possibility that this could result in a restatement of our financial statements or impact our abiljty to accurately report financial information on
a timely basis, which could adversely affect our stock price. Further, the presence of one or more material weaknesses could cause us to not
be able to timely file our periodic reports with the Securities and Exchange Commission, which could also result in law suits or diversion of
management’s attention to our business.

We Must Maintain Effective Registration Statements For All of Our Private Placements of Our Common Stock, and the Restatement of
Our Financial Statements Will Require Us t0 Amend These Registration Statements.

We are required to file Post Effective Amendments to our registration statements periodically in accordance with the Registration Rights
Agreements for our 2005 and 2006 private placements of units. As a result of our restatement of our financial statements, we will be required
to amend all three registration statements. Amending and keeping these registration statements effective is costly and diverts management’s
attention from running our business.




Risks Related to Our Industry '

Our Exploration for Oil and Natural Gas Is R:sky and May Not Be C ammercm”y Successful, Impamng Qur Ability to Genemte
Revenues from Our Operations. - . . e

Oil and natural gas exploration involves a high degree of risk. These risks are more acute in the early stages of exploration. Our exploration
expenditures may not result in new discoveries of oil or natural gas in commercialty viable quantities, It is difficult to project the costs of
implementing an exploratory drilling program due to the inherent uncertainties of drilling in unknown formations, the costs associated with
encountering various drilling :onditions, such as over pressured zones and 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. If exploration costs exceed our cstimates, or if our
exploration efforts do not produce results which meet our expectations, our exploration efforts may not be commercially successful, which
could adversely impact our ability to generate revenues from our operal:ons ‘

" ; . .
We May Not Be Able to Develop Qil and Gas Reservef onan Econam:cally Viable Basis, and Our Reserves and Pmducaan May Declme
as a Result. . : . o . .

To the extent that-we succeed in discovering oil and/or natural gas, reserves may not be capable of production levels we project or in
sufficient quantities to be commercially viable. On a long-term basis, our company’s viability depends on our ability to find or acquire,
develop and commercially produce additional oil and gas reserves. Without the addition of reserves through exploration, acquisition or
development activities, our reserves and production will decline over time as reserves are produced. Our future reserves will depend not only
on our ability to develop then-existing properties, but also on our ability to identify and.acquire additional suitable producing properties or
prospects, to find markets for the oil and natural gas we develop and to effectively distribute our production into our markets.

Future oil and gas 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 govemnmental approvals or consents, shut-downs of connected wells resulting from exireme weather
conditions, problems in storage and distribution and adverse geological and mechanical conditions. While we will endeavor to effectively
manage these conditions, we may not be able to do so optimally, and we will not be able to eliminate them completely in any case.
Therefore, these conditions could diminish our revenue and cash flow levels and result in the impairment of our oil and natural gas interests.

+

. Unless We are Able to Repla ce Reserves Which We Have Produced, Our Cash Flows and Production will Decrease Over Time.

Our future success depends on our ability to find, develop and acquire additional oil and gas reserves that are economically recoverable.
Without successful exploration, development or acquisition activities, our reserves and production. will decline. We may not be able to find,
develop or acquire additional reserves at acceptable costs. v . -

Estimates of Oil and Natural Gas Reserves that We Make May Be Inaccurate and Our Actual Revenues May Be Lower than Our
Financial Projections. . ' ’ o .- Lk '
We will make estimates of oil and natural gas reserves, upon which we will base our financial projections. We will make these reserve
estimates using various assumptions, including assumptions as to oil and natural gas prices, drilling and operating expenses, capital
expenditures, taxes and availability of funds. Some of these assumptions are inherently subjective, and the accuracy of our reserve estimates
relies in part on the ability of our management team, engineers and other advisors to make accurate assumptions. Economic factors beyond
our control, such as interest rates and exchange rates, will also impact the value of our reserves. The process of estimating oil and gas
reserves is complex, and will require us to use significant decisions and assumptions in the evaluation of available geological, geophysical,
engineering and economic data for each property. As a result, our reserve estimates will be inherently imprecise. Actual future production,
oil and natural gas prices, revenues, taxes, development expenditures, operating expenses and quantities of recoverable oil and gas reserves
may vary substantially from those we estimate. If actual production results vary substantially from our reserve estimates, this could
materially reduce our revenues and-result in the impairment of our 011 a.nd natural gas interests.

If Oil and Natural Gac Prices Decrease, We May be Required to Take Write-Downs of the Carrying Value af Our Oil and Natural Gas
Properiies.

We follow the full cost method of accounting for our oil and gas properties. A separate cost center is maintained for expenditures applicable
to each country in which we conduct exploration and/or production activities. Under this method, the net book value of properties on a
country-by-couniry basis, less related deferred income taxes, may not exceed a calculated “ceiling”, The ceiling is the estimated after tax
future net revenues from proved oil and gas properties, discounted at 10% per year. In calculating discounted future net revenues, oil and
natural gas prices in effect at the time of the calculation are held constant, except for changes which are fixed and determinable by existing
contracts. The net book value is compared to the ceiling on a quarterly basis. The excess, if any, of the net book value above the ceiling is
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required to be written off as an expense. Under SEC full cost accounting rules, any write-off recorded may not be reversed even if higher oil
and natural gas prices increase the ceiling applicable to future periods. Future price decreases could result in reductions in the carrying value
of such assets and an equivalent charge to camings. :

Drilling New Wells Could Result in New Liabilities, Which Could Endanger Qur Interests in Our Properties and Assets,

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, craterings, sour gas releases, fires and spills. The occurrence of any of these events could
significantly reduce our revenues or cause substantial losses, impairing our future operating results. We may become subject to liability for
pollution, blow-outs or other hazards. We will obtain insurance with respect to these hazards, but such insurance has limitations on ligbility
that may not be sufficient to'cover the full extent of such liabilities. The payment of such liabilities could reducc the funds available to us or
could, in an extreme case, result in a total loss of our properties and assets. Moreover, we may not be able to maintain adequate insurance in
the future at rates that are considered reasonable. Oil and natural gas production operations are also subject to all the risks typically
associated with such operations, including premature decline of reservoirs and the invasion of water into producing formations.

.
1 . 4 '

Decommissioning Costs Are Unknown and May be Substantial; Unplanned Costs Could Divert Resources from Other Projects.

We may become responsible for costs associated with abandening and reclaiming wells, facilities and pipelines which we use for production
of oil and gas reserves. Abandonment and reclamation of these facilities and the costs associated therewith is often referred to as
“decommissioning.” We have determined that we do not require a significant reserve account for these potential costs in respect of any of
our currert properties or facilities at this time but if decommissioning is required before economic depletion of our properties or if our
estimates of the costs of decommissioning exceed the value of the reserves remaining at any particular time to cover such decommissioning
costs, we may have to draw on funds from other sources to satisfy such costs. The use of other funds to-satisfy such decommissioning costs
could impair our ability to focus capital investment in other areas of our business.

Our Inability to Obrain Necessary Facilities Could Hamper Qur Operations.

Oyl and natural gas exploration and development activities are dependent on the availability of drilling and related equipment, transportation,
power and technical support in the particular areas where these activities will be conducted, and our access 1o these facilities may be limited.
To the extent that we conduct our activities in remote areas, needed facilities may not be proximate to our operations, which will increase
our expenses. Demand for such limited equipment and other facilities or access restrictions may affect the availability of such equipment to
us and may delay exploration and development activities. The quality and rcliability of necessary. facilities may also be unpredictable and we
may be required to make efforts to standardize our facilities, which may entail unanticipated costs and delays. Shortages and/or the
unavailability of necéssary equipment or other facilities will impair our activitics, either by delaying our activities, increasing our costs or
otherwise.

K
i

We are not the Operator of All Our Current Joint Ventures and Therefore the Success of the Projects Held Under Joinf Ventures is
Substantially Dependent On Our Joint Venture Partners. :

As our company does not operate all the joint ventures we are currently involved in, we do not have a direct control over'non-operated joint
ventures. When we participate in decisions as a joint venture partner, we must rely on the operator’s disclosure for all decisions.
Furthermore, the operator is responsible for the day to day operations of the joint venture including technical operations, safety,
environmental compliance, relationships with governments and vendors. As we do not have full control over the activities of our non-
operatcd joint ventures, our results of operatlons for those ventures are dependent upon the efforts of the operating partner.

We May Have Difficulty Dismbunng Our Production, Which Ctmld Harm Qur Financial Condmon

To seli the oil and natural gas that we are able to produce, we have to make arrangcments for storage and distribution to the market. We rely
on local infrastructure and the availability of transporiation for storage and shipment of our products, but infrastructure development and
storage and transportation facilities may be insufficient for our needs at commercially acceptable terms in the localities in which we operate.
This could be particularly problematic to the extent that our operations are conducted in remote areas that are difficult to access, such as
areas that are distant from shipping and/or pipeline facilities. In certain areas, we may be required to rely on only one gathering system,
trucking company or pipeline, and, if so, our ability to market our production would be subject to their reliability and operations. These
factors may affect our ability to explore and develop properties and to store and transport our oil and gas production and may increase our
expenses. .

Furthermore, future instability in one or more of the countries in which we will operate, weather conditions or hatural disasters, actions by
companies doing business in those countrics, labor disputes or actions taken by the international community may |mpa|r the distribution of
ail and/or natural gas and in tum diminish our financial condition or ability to maintain our operations. .




Our Oit Sales Will Depend on a Relatively Small Group of Castomers, Which Could Adversely Affect Our Financial Results

The entire Argentine domestic refining market is small and export opportunities are limited by available infrastructure. As a result, our oil
sales in Argentina will depend on a relatively small group of cusiomers, and currently, on just one customer in the arca of our activity in the
country. During 2007, we sold all of our production in Argentina to Refiner $.A, The lack of competition in this market could result in
unfavorable sales terms which, in tum, could adversely affect our financial results . Currently all operators in Argentina are operating
without sales contracts. We cannot provide any certainty as to when the situation will be resolved or what the final outcome will be.

il sales in Colombia are made to Ecopetrol, a government agency. While oil prices in Colombia arc related to international markel prices,
lack of compctition for sales of oil may diminish prices and depress our financial results.

Drilling Oil and Gas Wells and Production and Transportation Activity Could be Hmdered by Hurricanes, Earthquakes and Other
Weather- Relared Operating Risks .

We are subject to operating hazards normally associated with the exploration and production of oil and gas, including blowouts, explosions,
oil spills, cratering, pollution, carthquakes, hurricanes, labor disruptions and fires. The occurrence of any such operating hazards could result
in substantial losses to us due to injury or loss of life and damage to or destruction of oil and gas wells, formations, production facilities or
other propertics.

As the majority of current oil production in Argentina is trucked to a local refinery, sales of oil can be delayed by adverse weather and road
conditions, particularly during. the months November through February when the area is subject to periods of heavy rain and flooding. While
storage facilities arc designed to accommodate ordinary disruptions without curtailing production, delayed sales will delay revenues and may
adversely impact our working capital position in Argentina. Furthermore, a prolonged disruption in oil deliveries could exceed storage
capacities and shut-in production, which could have a negative impact on future production capability.

The majority of our oil i in Colombia is delivered by a single pipeline to Fcop:.tro] and sales of oil could be disrupted by damage to this
pipeline. Oil from our new discoveries at Costayaco-1 and Juanumbu-1 is trucked a short distance to the entry point of our pipeling, and’
adverse weather conditions and security issues can causc delays in trucking. Once delivered to Ecopetrol, all of our current oil producuon in
Colombia is transported by an export pipeline which provides the only access to markets for our oil. Without other transportation
alternatives, sales of oil could be disrupted by landslides or other natural events which impact this pipeline.

Prices and Markets for Oif and Natural Gas Are Unpredictable and Tend to Fluctuate Significantly, Which Could Reduce Profitability,
Growth and the Value of Gran Tierra Energy. '

0il and natural gas are commedities whose prices are determined based on world demand, supply and other factors, all'of which are beyond
our control. World prices for cil and natural gas have fluctuated widely in recent yedrs. The average price for WTI in 2000 was $30 per
barrel. In 2006, it was $66 per barrel'and in 2007 it was $72 per batrel. We expect thaf prices will fluctuate in the future. Price fluctuations
will have a significant impact apon our revenue, the return from our o#l and gas reserves and on our financial condition generally. Price
fluctuations for oil and natural gas commoditics may also impact the investment market for companies engaged in the oil and gas industry.
Although during 2007 market prices for oil and natural gas have remained at high levels, these prices may not remain at current fevels.
Furthermore, prices which we receive for our oil sales, while based on international il prices, are established by contract with pufchasers
with prescribed deductions for transportation and quality differences. These differentials can change over time and have a detrimental impact
on realized prices. Future decreases in the prices of oil and natural gas may have a material adverse effect on our f'nancxal condition, the
future results of our operations. and quantities of reserves recoverable on an economic basis.

In addition, oil and natural gas prices in Argentina are effectively regulated and as a result are substantially lower than those received in
North America. Oil prices in Colombia are related to intemational market prices, but adjustments that are defined by contract with Ecopetrol,
a government agency and the purchaser of all oil that we produce in Colombia, may cause realized prices to be lower than those received in
North America.

Our Foreign Operations Involve Substantial Costs and are Subject to Certain Risks Because the Oil and Gas Industries in the Countries
in Which We Operate are Less Developed.

The oil and gas industry in South America is not as efficient or developed as the oil and gas industry in North America. As a result, our
exploration and development activities may take longer to complete and may be more expensive than similar operations in North America.
The availability of technical expertise, specific equipment and supplies may be more limited than in North America. We expect that such
factors will subject our international operations 1o economic and operating risks that may not be experienced in North American operations




Negative Economic, Political and Regulatory Developments in Argentina, Including Export Controls May Negatively Affect our
Operations.

The Argentine economy has experienced volatility in recent decades, This volatility has included periods of low or negative growth and variable
levels of inflation. Inflation was at its peak in the 1980°s and carly 1990’s. In late-2001 there was a deep fiscal crisis in Argentina involving
restrictions on banking transactions, imposition of exchange controls, suspension of payment of Argentina’s public debt and abrogation of the one-to
ane peg of the peso to the dollar. For the next year, Argentina experienced contractions in economic growth, mcreasing inflation and a volatile
exchange rate. Currently, GDP is growing, inflation is normalized, and public finances are strengthened, However, there is no guarantee of economic
stability. Any de-stabilization may seriously impact the economic viability of operations in the country or restrict the movement of cash into and out
of the country, which would impair current activity and constrain growth in the country,

The crude oil and natural gas industry in Argentina is subject to extensive regulation including land tenure, exploration, development,
produciion, refining, transportation, and marketing, imposed by legislation enacted by various levels of government and with respect to
pricing and taxation of crude oil and natural gas by agreements among the federal and provincial governments, all of which are subject to
change and could have a material impact on our business in Argentina. The Federal Government of Argentina has implemented controls for
domestic fuel prices and has placed a tax on crude o0il and natural gas exports.

Any future regulations that limit the amount of 0il and gas that we could sell or any regulations that limit price increases in Argentina and
elsewhere could severely limit the amount of our revenue and affect our results of operations.

Our agreements with Refiner S.A.expired on January 1, 2008, and renegotiation, though currently underway, has been delayed due to the
introduction of a new withholding tax regime for crude oil and refined oil products exported and sold domestically in Argentina. Currently all oil
and gas producers in Argentina are operating without sales contracts, The new withholding tax regime was introduced without specific guidance as
to its application. Producers and refiners of oil in Argentina have been unable to determine an agreed sales price for oil deliveries to refineries. Also,
the price for refiners’ gasoline production has been capped below the price that would be received for crude oil. Therefore, the refineries’ price
offered to oil producers reflects their price received, less taxes and operating costs and their usual mark up. In our case we are receiving $33 per
barrel for production since November 18, 2007, the effective date of the decree. The price we received for November oil defiveries before
November 18, 2007 was approximately $48 per barrel. Along with most other oil producers in Argentina, we are continuing deliveries to the
refinery and will continue to receive $33 per barrel until the situation around the decree is rectified by the govemment. The Provincial Governments
have also been hurt by these changes as their effective royalty take has been reduced b)‘r the lower sales price. We are working with other oil and gas
producers in the area, as well as Refiner S.A., and provincial govemments, to lobby the federal govemment for change . There has been a delay in
rectifying the situation in Argentina because of a change in government in December 2007, and the months of January and February are generally
slow working menths due to summer vacations. '

The United States Government May Impose Economic or Trade Sanctions on Colombia That Could Result In A Significant Loss To Us.
Colombia is among several nations whose progress in stemming the production and transit of illegal drugs is subject to annual certification
by the President of the United States. Although Colombia has received a current certification, there can be no assurance that, in the future,
Colombia will receive certification or a national interest waiver. The failure to receive certification or a national interest waiver may result in
any of the following:

* all bilateral aid, cxcelit anti-narcotics and humanitarian aid, would be suspended,
2
1)

*  the Export-Import Bank of the United States and the Overseas Private Investment Corporation would not approve financing for new
projects in Colombia,

* _ United States representatives at multilateral lending institutions would be required to vote against all loan requests from Colombia,
although such votes would not constitute vetoes, and

* the President of the United States and Congress would retain the right to apply future trade sanctions.

Each of these conscquences could result in adverse economic consequences in Colombia and could further heighten the political and economic risks
associated with our operations there. Any changes in the holders of significant govemment offices could have adverse consequences on our
relationship with the Colombian national oil company and the Colombian government’s ability to control guerrilla activities and could exacerbate the

- factors relating to our foreign operations. Any sanctions imposed on Colombia by the United States government could threaten our abitity to obtain
necessary financing to develop the Colombian propertics or cause Colombia to retaliate against us, including by nationalizing our Colombian assets.
Accordingly, the imposition of the foregoing economic and trade sanctions on Colombia would likely result in a substantial loss and a decrease in the
price of our common stock, There can be no assurance that the United States will not impose sanctions on Colombia in the fature, nor can we predict
the effect in Colombia that these sanctions might cause.




Guerrilla Activity in Colombia Conld Disrupt or Delay Our Operations, and We Are Concerned About Safeguardmg Qur Operations and
Personnel in Colombia.

A 40-year armed conflict between government forces and anti-government insurgent groups and illegal paramilitary groups - both funded by
the drg trade - continues in Colombia, Insurgents continue to attack civilians and violent guerilia activity continues in many parts of the
country.

We, through our acquisition of Argosy Energy Intemational, have interests in three regions of Colombia - in the Middle Magdalena, Llanos
and Putumayo regions. The Putumayo region has been prone to guerilla activity in the past. [n 1989, Argosy’s facilities in one field were
attacked by guerillas and operations were brteﬂy disrupted. Pipelines have also been targets, including the Trans-Andean export pipeline
which transports 0il from the Putumayo region. . In addition, in March 2008, one of the Ecopetral pipelines was blown up by guerillas, and
we estimate at present that we will have to reduce our current production and deliveries to Ecopetrol for approximately one week, perhaps
longer, while Ecopetrol completes repairs to their pipeline. ‘

There can be no assurance thet continuing atteimpts to reduce or prevent guerilla activity will be successful or that guerilla activity will not
disrupt our eperations in the future. There can #lso be no assurance that we can maintain the safety of our operations and personnel in
Colombia or that this violence will not affect our operations in the future. Continued or hetghtened security concerns in Colombia could also
result in a significant loss to us. ) C

Increases in Our Operating Expenses will Impact Our Operating Results and F inancial Condition.

Exploration, development, production, marketing (including distribution costs) and regulatory compliance costs (including taxes) will
substantially impact the net revenues we derive from the oil and gas that we produce. These costs are subject to fluctuations and variation in
different locales in which we will operate, and we may not be able to predict or control these costs. If these costs exceed our expectations, '
this may adversely affect our results of operations. In addition, we may not be able to eam net revenue at our predlctcd levels, Wthh may
impact our ability to satisfy our obligations. -

Penalties We May Incur Could Impair Our Business.

Our exploration, development, production and marketing operations are regulated extensively under foreign, federal, state and local laws and
regulations. Under these laws and regulations, we could be held liable for persénal injuries, property damage, site ctean-up and restoration
obligations or costs and other damages and liabilities. We may also be required to take corrective actions, such as installing additional safety
or environmental equipment, which could require us to make significant capital expenditures. Failure to comply with these laws and
regulations may alse result ir the suspension or termination of our operations and subject us to administrative, civil and criminal penaltics,
including the assessment of natural resource damages. We could be required to indemnify our employees in connection with any expenses or
liabilities that they may incur individually in connection with regulatory action against them. As a result of these laws and regulations, our
future business prospects could deteriorate and our profitability could be impaired by costs of compliance, remedy or indemnification of our
employees, reducing our profitability.

Environmenial Risks May Adversely A (ffect Our Business.

All phases of the oil and natural gas business present environmental risks and hazards and are subject to environmental.regulatio;l pursuant
to a variety of international conventions and federal, provincial and municipal laws and regulations. Environmental legislation proyides for,
among other things, restrictions and prohibitions on spills, releases or emissions of various substances produced in association with oil and
gas operations. The legislation also requires that wells and facility sites be operated, maintained, abandoned and reclaimed to the satisfaction
of applicable regulatory authorities. Compliance with such legislation can require significant, expenditures and a breach may result in the
imposition of fines and penalties, some of which may be material. Environmental legislation is evolving in a manner we expect may result in
stricter standards and enforcement, larger fines and liability and potentially increased capital expenditures and operating costs. The discharge
of oil, natural gas or other pollutants into the air, soil or water may give rise to liabilities to foreign governments and third parties and may
require us to incur costs to remedy such dlscharg,e The application of environmental laws to our business may cause us to curtail our
production or increase the costs of our production, development or exploration activities.

Qur Insurance May Be Inadequate to Cover Liabilities We May Incur.

Our involvement in the exploration for and development of oil and natural gas propentics may result in our becoming subject to liability for
pollution, blow-ouss, property damage, personal injury or other hazards. Although we will obtain insurance in accordance with industry
standards to address such risks, such insurance has limitations on liability that may not be sufficient to cover the full exient of such
liabilities. In addition, such risks may not, in all circumstances be insurable or, in certain circumstances, we may choose not to obtain
insurance to protect against specific risks due to the high premiums associated with such insurance or for other reasons. The payment of such
uninsured liabilities would reduce the funds available to us. If we suffer a significant event or occurrence that is not fully insured, or if the
insurer of such event is not solvent, we could be required to divert funds from capital investment or other uses towards covering our liability
for such events. |
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Qur Business is Subject to Local Legal, Political and Economic Factors Which are Beyond Qur Control, Which.Could Impair Qur
Ability to Expand Our Operations or Operate Profitably.

We expect to operate our business in Argentina, Colombia and Peru, and to expand our operations into other countries in the world.
Exploration and production operations in foreign countries are subject to legal, political and economic uncertainties, including terrorism,
military repression, interference with private contract rights (such as privatization), extreme fluctuations in currency exchange rates, high
rates of inflation, exchange controls, changes in tax rates and other laws or policies affecting environmental issues (including land use and
water usc), workplace safety, foreign investment, foreign trade, investment or taxation, as well as restrictions imposed on the oil and natural
gas industry, such as restrictions on production, price controls and export controls. Central and South America have a history of political and
economic instability. This instability could result in ncw governments or the adoption of new policies, laws or regulations that might assume
a substantially more hostile attitude toward forcign investment, including the imposition of additional taxes. In an extreme case, such a
change could result in termination of contract rights and expropriation of foreign-owned assets. Any changes in oil and gas or investment
regulations and policies or a shift in political attitudes in Argentina, Colombia, Peru or other countries in which we intend 10 operate are
beyond our contrel and may significantly hamper our ability 1o expand our operations or operate our business at a profit.

For instance, changes in laws in the jurisdiction in which we operate or expand into with the cffect of favoring local enterprises, changes in
political views regarding the exploitation of natural resources and economic pressures may make it more difficult for us to negotiate
agreements on favorable terms, obtain required licenses, comply with regulations or effectively adapt to adverse economic changes, such as
increased taxes, higher costs, inflationary pressure and currency fluctuations,

Local Legal and Regulatory Systems in Which We Operate May Create Uncertainty Regardm g Our Rights and Operating Activities,
Which May Harm Our Ability to do Business.

We are a company organized under the laws of the State of Nevada and are subject to United States laws and regulations, The jurisdictions
in which we operate our cxpleration, development and production activities may have different or less developed legal systems than the
United States, which may result in risks such as:

* effective legal redress in the cotrts of such jurisdictions, whether in respect of a breach of law or regulation, or, in an ownership
dispute, being more difficult to obrain;

* ahigher degree of discretion on the part of governmental authorities;

* the lack of judicial or administrative guidance on interpreting applicable rules and regulations;..

* inconsistencies or conflicts between and within various laws, regulations, decrees, orders and resolutions; and

* 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 licenses and agreements may be susceptible to revision or cancellation and legal redress may be uncertain or delayed.
Property right transfers, joint ventures, licenses, license applications or other legal arrangements pursuant to which we operate may be
adversely affected by the actions of govemment authorities and the effectiveness of and enforcement of our rights under such arrangements
in these jurisdictions may be impaired.

We are Required to Obtain Licenses and Permits to Conduct Our Business and Failure to Obtain These Licenses Conld Cause
Significant Delays and Expenses That Could Materially Impact Our Business. '

We are subject to licensing and permitting requirements relating to drilling for oil and natural gas. We may not be able to obtain, sustain or
renew such licenses. Regulations and policies relating to these licenses and permits may change or be implemented in a way that we do not
currently anticipate. These licenses and permits are subject to numerous requirements, including compliance with the environmental
reguilations of the local govemments, As wc are not the operator of all the joint ventures we are currently invelved in, we may rely on the
operator to obtain all necessary permits and licenses. If we fail to comply with these requirements, we could be prevented from drilling for
oil and natural gas, and we could be subject to civil or criminal liability or fines. Revocation or suspension of our environmental and
operating permits could have a material ddVCI’SC cffccl on our business, ﬁnan(:lal condition and results of operations.

Challenges to Our Pmpemes May Impact Our Fmanual Condition.

Title to oil and natural gas interests is often.not capablc of conclusive determination without incurring substantial expense. While we intend
to make appropriate inquiries into the title of properties and other development rights we acquire, title defects may exist. In addition, we may
be unable to obtain adequaté insurance for title defects, on a commercially reasonable basis or at all. If title defects do exist, it is possible
that we may lose all or a portion of cur right, title and interest in and to the properties to which the title defects relate.”
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Furthermore, applicable governments may revoke or unfavorably alter the conditions of exploration and development authorizations that we
procure, or third partics may challenge any exploration and development authorizations we procure. Such rights or additional rights we apply
for may not be granted or renewed on terms satisfactory to us.

If our property rights are reduced, whether by governmental action or third party challenges, our ability to conduct our exploration,
development and production may be impaired: )

Foreign Currency Exchange Rate Fluctuations May Affect Our Financial Results.

We expect 1o sell our oil and natural gas production under agreements that will be denominated in United States dollars and foreign
currencies. Many of the operational and other cxpenses we incur will be paid in the local currency of the country where we perform our
operations. Our production is primarily invoiced in United States dollars, but payment is also made in Argentine and Colembian pesos, at the
then-current exchange rate. As a result, we are exposed to translation risk when local currency financial statements are translated to United
States dollars, our company's functional currency. Since we began operating in Argentina (September 1, 2005), the rate of exchange
between the Argentine pese and US dotlar has varied hetween 2.89 peses to onc US dollar to 3.23 pesos to the US dollar, a fluctuation of
approximately 11%. Exchange rates betwecn the Colombian peso and US dollar have varied between 2,303 pesos to one US dollar to 2,014
pesos to one US dollar since September 1, 2005, a negative fluctuation of approximately 13%. As currency exchange rates fluctuate,
translation of the statements of income of international businesses into United States dollars wili affect comparability of revenues and
expenses between periods.

Exchange Controls and New Taxes Could Materially Affect our Ability to Fund Our Operations and Realize Profits from Our Foreign
Operations.

Foreign operations may require funding if their cash requirements exceed operating cash flow, To the extent that funding is required, there
may be exchange controls limiting such funding or adverse tax consequences associated wnh such funding. In addmon taxes and exchange
controls may affect the dividends that we receive from foreign subsidiaries.

Exchange controls may prevent us from transferring funds abroad. For example, the Argentine government has imposed a number of
monetary and currency exchange control measures that include restrictions on the free disposition of funds deposited with banks and tight
restrictions on transferring funds abroad, with certain cxceptions for transfers related to forcign trade and other authorized transactions
approved by the Argentine Central Bank. The Central Bank may require prior authorization and may or may not grant such authorization for
our Argentine subsidiaries to make dividend payments to us and there may be a tax 1mposcd with respect to the expatriation of the proceeds
from our foreign subsidiaries.

.

We Will Rely on Technology to Conduct Our Business and Our Technology Conld Become Ineffective Or Obsolete.

We rely on technology, including geographic and seismic analysis techniques and etenomic models, to develop our reserve estimates and to
guide our exploration and development and production activitics. We will be required to continually enhance and update our technology to
maintain its efficacy and to avoid obsolescence. The costs of doing so may be substantial, and may be higher than the costs that we
anticipate for technology maintenance and development. If we are unable 1o maintain the efficacy of our technology, our ability to manage
our business and to compete may be impaired -Further, even if we are able to maintain technical effectiveness, our technology may not be
the most efficient means of reachmg our ob_]ectlvcs in which case we may incur higher operating costs than we would were our technology
more efficient.

' Risks Related to Our Common Stock
The Market Price of Our Cormnmon Stock May Be Highly Volatile and Subject to Wide Fluctuations.

The market price of our common stock may be highly volatile and could be subject to wide fluctuations in response to a number of factors
that are beyond our control, including:

* dilution caused by our issuance of additional shares of common stock and other forms of equity securitics, which we expect to
make in connection with future capital financings to fund our operations and growth, to attract and retain valuable personnel and in
connection with future strategic partnerships with other companies;

* announcemenls of néw acquisitions, reserve discoveries or other business initiatives by our competitors;

* fluctuations in revenue from our oi} and natural gas business as new reserves come to market;

= changes in the marker for oil and natural gas commodities and/or in the capital markets generally;




* changes in the demand for oil and natural gas, including changes resulting from the introduction or expansion of alternative fuels; and

* changes in the social, political and/or legal climate in the regions in which we will operate.

In addition, the market price of our common stock could be subject to wide fluctuations in response to:

* quarterly variations in our revenues and operating expenses;

* changes in the valuation of similarly situated companies, both in our industry aﬁd in other industries;
* changes in analysts’ estimates affecting our company, our competitors and/or our industry;

. change;s in the accounting methods used in or otherwise affecting our industry;

* additions and departures of key personnel;

* announcements of technological innovations or new products available to the oil and natural gas industry;

>

* announcements by rclevant governments pertaining to incentives for alternative energy development programs;
* fluctuations in interest rates, exchange rates and the availability of capital in the capital markets; and

* significant sales of our common stock, including sales by future investors in future offerings we expect to make to raise additional
capital.

These and other factors are largely beyond our control, and the impact of these risks, singularly or in the aggregate, may result in material
adverse changes to the market price of our common stock andfor our results of operations and financial condition.

Our Operating Results May Fluctuare Significantly, and These Fluctuations May Cause Our Stock Price ro Decline.

Our operating results will likely vary in the future primarily from fluctuations in our revenues and operating expenses, including the ability
to produce the oil and natural gas reserves that we are able to develop, expenses that we incur, the prices of oil and natural gas in the
commoditics markets and other factors. If our results of operations do not meet the expectations of current or potential investors, the price of
our commeon stock may decline. '

We Do Not Expect to Pay Dividends In the Foresecable Futare.

We do not intend to declare dividends for the foreseeable future, as we anticipate that we will reinvest any future earnings in the
development and growth of our business. Thercfore, investors will not receive any funds unless they sell their common stock, and
stockholders may be unable to sell their shares on favorable terms or at all. Investors cannot be assured of a positive retum on investment or
that they will not lose the entire amount of their investment in our common stock.

Item 1B. Unresolved Staff Comments
None.
Item 2. Properties

Offices

We currently lease office space in: Calgary, Alberta; Buenos Aires, Argentina; and Bogota, Colombia. The two Calgary leases expire
January 31, 2011 and January 31, 2013 and cost $12,386 per month and 56,684 per month, respectively. Our two Buenos Aires, Argentina
leases expire January 31, 2009 and July 15, 2009 and cost $2,117 per month and $2,467 per month, respectively. Of our three Bogota,
Colombia leases, two expire in March 31, 2009 and December 2010, respectively, and one expired on February 29, 2008, with costs of $794,
£30,321 and 82,774 per month respectively. The expired lease will not be replaced, as the space is replaced by the lease that expires
December 2010. The properties remaining on lease are in excellent condition, and we believe that they are sufficient for our office needs for
the foreseeable future. :
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Oil and Gas Properties-Colombia

In June 2006, we purchased Argosy Energy Intemational L.P (“Argosy™} which was subsequently renamed Gran Tierra Energy Colombia
Ltd. Argosy had interests in seven Exploration and Production contracts at that time, including Santana, Guayuyaco, Chaza and Mecaya in
the Putumayo basin; Talora and Rio Magdalena in the Magdalena basin; and Primavera in the Lianos basin. The acquisition price included
overriding royalty rights and net profits interests in the blocks that were owned by Argosy at the time of the acquisition. The Azar block in
the Putumayo basin was acqulred later in 2006, and the Putumayo Technical E valuanon Arecas in the Putumayo basin were acquired in 2007.
We rellnqulshed the anavera block in 2007

Currently, the Guayuyace, Santana and Chaza blocks are producing oil. Qil prices are defined by contract and are related to a WTT reference
price. By contract, 25% of sales are denominated in Colombian pesos and 75% in US dollars. Oil is sold to Ecopetrol and is exported via the
Trans-Andean pipeline.
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Santana

The Santana block covers 1,119 acres and includes 15 producing wells in 4 fields — Linda, Mary, Miraflor and Toroyaco. Activities are
governed by terms of a Shared Risk Contract with Ecopetrol, and we arc the operator. The propertics are subject to a 20% royalty and we
hold a 33% intercst in all fields with the exception of one well located in the Mary ficld, Inchiyaco, where we hold a 25.83% working
interest, and a third party holds a 9.17% interest. Ecopetrol holds the remaining interest. The block has been producing since 1991. Under the
Shared Risk Contract, Ecopetrol initially backed in to a 50% intcrest upon declaration of commerciality in 1991. In June 1996, when the
field reached 7 million barrels of oil produced, Ecopetrol had the right to back into a further 15%, which it took, for a total ownership of
65%.

The production contract expires in 2013, at which time the property will be retumed to the govemment. As a result, there will be no
reclamation costs.

In 2007, we performed remedial work on various wells and upgraded the Mary field water processing facility. For 2008, we will continue
with regular field maintenance.

Guayuyaco

The Guayuyaco block covers 52,366 acres and includes the area surrounding the four producing fields of the Santana contract area, The
Guayuyaco block is governed by an Association Contract with Ecopetrol, resulting in a basc royalty of 8%, for production of less than 5,000
barrels of oil per day. The royalty increases in a linear fashion to 20% for production between 5,000 and 125,000 barrels of oil per day, and
is stable at 20% up to production of 400,000 barrels of oil per day. For production between 400,000 and 600,000 barrels of oil per day the
rate increases again to a maximum of 25%. We are the operator and have a 35% participation interest, and our partners are a third party
(35%) and Ecopetrol (30%). The Guayuyaco field was discovered in 2005. Two wells are now producing, with Guayuyaco-1 commencing
production in February 2005 and Guayuyaco-2 beginning production in September 2005, A combined 2D and 3D seismic survey was
acquired over the block in 2005. Ecopetrof may back-in to a 30% participation interest in any new discoveries in the block.

The contract expires in two phases: the exploration phase and the production phase. The exploration phase cxpired in 2005 and the
production phase expires in 2027. We have completed all of our obligations in relation to the exploration phase of the contract. In”

March 2007, we completed drilling the Juanambu-1 exploration well and testing was completed in May 2007. Pre-commercial production
began in June 2007. Ecopetrol has backed-in with a 30% participation in the discovery, leaving us with a 35% participation interest.
Commerciality was granted by Ecopetrol on November 8, 2007. The property will be retumed to the government upon expiration of the
production contract. As a result, there will be no reclamation costs.

In 2008 we plan to drill a second well on the Juanambu discc:.wery, as well as upgrade facilities and acquire 20 kilometers of 3D seismic,
which also extends into the Chaza block.

Rio Magdalena

Argosy entered into the Rio Magdalena Association Contract with Ecopetrol in February 2002. The Rio Magdalena block covers 144,670
acres and is located approximately 75 kilometers west.of Bogota, Colombia. This is an cxploration block and there are no reserves at this
time. We arc the operator of the block. According to the terms of the exploration contract, we were committed to drill three exploration wells
prior to February 2008. The first of these wells, Popa-1, was drilled in late 2006 and was subsequently plugged and abandoned after testing
oil production at non-commercial rates (60 barrels per day). The drilling for the second exploration well, Caneyes-1, began in late

December 2006 and the well was subsequently plugged and abandoned in February 2007. We have entered the final exploration phase,
which expired February 7, 2008. The contract provides for a 60 day grace period from the date of expiry of the exploration phase in order to
remedy any incomplete work commitments. One additional exploration well is planned in satisfaction of our commitment for the final
exploration phase The production contract expires in 2030 at which time the property will be retumed to the government. As a result, there
will be no reclamation costs.

We entered into a commercial agreement with a third party on January 9, 2008 whereby the third party will fund 100% of the additional
explomtion well, to eam a 60% working interest in the block. The third party will only eam their 60% interest once the obligation to fully
fund-the exploration well is completed. We will remain operator of the property.

According 10 the terms of the Association Contract, Ecopetrol may back-in for a 30% participation upon commercialization, and a sliding
scale royalty will apply. The base royalty rate is currently 8%, for production less than 5,000 barrels of oil per day, and follows the same
sliding scale progression as the Guayuyaco block royalty rates.

Chaza

The Chaza block covers 80,242 acres and is governed by the terms of an Exploration and Exploitation Contract with the govemment agency
ANH. We are the operator and hold a 50% participation interest. The discovery of the Costayaco field in the Chaza Block was the result of
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drilling the Costayaco-1 exploration well in the second quarter of 2007. This well commenced production in July, 2007. We completed
drilling the Costayaco-2 development well on January 2, 2008, and completed casing on January 8, 2008. This well encountered the same
reservoir sequences with similar good oil and gas shows as Costayaco-1. Testing of the Costayaco-2 well was completed in February, 2008
and the well bore is cumrently being completed for production. We commenced drilling Costayaco-3 in Janvary 2008, and completed drilling
on February 20, 2008. Costayico-3 is currently being tested. Four further development wells are planned for 2008, along with facilities and
pipeline expansion and 20 kilometers of 3D seismic, which is an extension of the 3D scismic planned for the Guayuyaco block.

The contract for this ficld expires in two phases. The exploration phase expires in 2011 and the production phase cnds in 2032. The property
will be retumed te the govermment upon expiration of the production contract. Within sixty days following the daic of the retum of the
property, we must carry out an abandenment program to the satisfaction of ANH. In conjunction with the abandonment, we must establish
and maintain an abandonment find to ensure that financial resources are available at the end of the contract. The base royalty rate is
currently 8%, for production lzss than 5,000 barrels of oil per day, and follows the same sliding scale progression as the Guayuyaco block
royalty rates.

Talora
We currently hold a 20% working interest and are the operator for the Talora block. The Exploration and Exploitation Contract associated

with the block was originally signed in Scptember 2004, providing for a six year exploration period and 24 year production period. The
Talora contract area covers 108,334 acres and is located approximately 75 kilometers west of Bogota, Colombia. This is an exploration

* black and there are currently no reserves. We commenced drilling the Laura-1 exploration well on December 27, 2006, at no cost to us, and

it was subsequently plugged and abandoned in January 2007. Drilling of this well has fulfilled our commitment for the second exploration
phase of the contract, which ended December 15, 2006, and which contained a 60 day grace period to remedy incomplete work
commitments. The third expleration phase has begun and we have a commitment to drill one well. We entered into a commercial agreement
with a third party on December 27, 2007, whercby the third party will pay 100% of our 20% interest in the next exploration well dritled on
Talora, in 2008. Once this obligation is fulfilled, we wiil apply to ANH to have our entire 20% interest in the Talora block assigned to the
third party. The property will be retumed to the government upon expiration of the production contract.

Primavera

The Primavera Exploration and Exploitation contract was signed May 2006. The Primavera contract arca covers 359,064 acres in the Llanos
basin. We were the operator and had a 15% participation interest. Chaco Resources also had a 55% partticipation interest. In 2007, we drilled
two wells in the Primavera area at no cost to us. Both wells were dry and were plugged and abandoned. Along with our partners in the field,
we decided to relinquish the contract. We have no further obligations in relation to this contract.

Mecaya

The Mccaya Exploration and Exploitation contract was signed June 2006. The Mecaya contract area covers 74,128 acres in southern
Colombia, about 150 kilometers southeast of Pasto. We are the operator and currently have a 15% participation interest. The first phase was
scheduled to expire June 2007; however, we received a 6 months extension duc to extensive consullation required with the local indigenous
population, We are currently applying to ANH to have the period extended again, as guerilla activities in the area have prevented us from
meeting cxploration commitments by the new December, 2007 deadline. On December 27, 2007, we entered into a commercial agreement
with a third party whereby the third party will pay us $1,475,000 upon our reccipt of an extended work term for the first phase of -
exploration. Once payment has been received, we will apply to ANH to have our entire 15% interest assigned to the third party. Work plans
inclrde 2-I seismic and reprocessing, road construction, plus re-completion of the existing Mecaya-1 well bore. Seismic acquisition began
in mid February, 2008. Phase two of the exploration contract expires in 2010. The exploitation phase for this confract expires 24 years after
commerciality is approved. The property will be returned to the government upon expiration of the productlon contract.

Azar

We acquired an 80% interest in the Azar property through a farm-in in late 2006, and were obliged to pay the original owner’s 20% share of
future costs, as well as our own 80% share. In mid-2007 we farmed out 50% of our interest to a third party. The third party will pay 100% of
our 80% share of exploration and development costs for the first three phases of the exploration contract, and we are obliged to pay 20% of
costs under our farm-in agreement, This exploration block covers 51,639 acres. We acquired 40 square kilometers of 3-D seismic at the end
of 2007 and beginning of 2008 to assess exploitation opportunities. In 2008 we will drill one well on the property. The exploration contract
expires in 2012 for this property. The exploitation phase expires 24 years after commerciality is approved. The property will be remimed to
the govermment upon expiration of the production contract, If we make a commercial discovery on the block, and produce oil, we will be
obligated to perform abandonment activities, under the same conditions as those for the Chaza block.

Putumayo A&B Technical Evaluation Areas

We were awarded two Technical Evaluation Areas in the Putumayo Basin in southemn Colombia in June 2007, The two Technical Evaluation
Areas are located near the Orito Field, the largest oil field in the Putumayo Basin.
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Putumayo West A covers an area of 230,671 hectares (570,000acres) and is held 100% by Gran Tierra. The evaluation period is 12 months,
expiring August 28, 2008. During this time, we have an obligation to conduct 400 kilometres of seismic reprocessing and geologic studies.
We will have a preferential right to apply for an Exploration and Exploitation contract in the area during the evaluation stage and match or
improve any bid by third parties to convert all or a portion of the Technical Evaluation Area to an exploration license.

Putumayo West B covers an area of 44,111 hectares (109,000 acres) and is held 100% by Gran Tierra. The evaluation period is for 11
months. During this time, we have an obligation to conduct 100 kilometres of seismic reprocessing and geolopic studies. We have begun
negotiations to convert this Technicat Evaluation Agreement to an Exploration and Exploitation contract in the area. 1f negotiations are
successful, the Technical Evaluation Area will be converted to an Exploration and Exploitation contract through the ANH, and the retained
acreage would be subject to the new ANH royalty/tax terms which include no additional state participation.

Oil and Gas Properties-Argentina

In September 2005, we entered Argentina through the acquisition of a 14% interest in the Palmar Largo joint venture, and a 50% interest in
cach of the Nacatimbay and Ipaguazu blocks. In 2006, we purchased further properties in Argentina, including the remaining 50% interest in
Nacatimbay and Ipaguzau, a 50% interest in E1 Vinalar and 100% interests in El Chivil, Valle Morado, Surubi and Santa Victoria, Qur
Argentina properties are located in the Noroeste Basin in northerm Argentina.
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Palmar Largo

The Palmar Largo joint venture block encompasses 341,500 acres. This asset is comprised of several producing oil fields in the Noroeste
Basin of northern Argentina. We own a 14% working interest in the Palmar Largo joint venture, which we purchased in September 2005, A
total of 14 gross wells are currently producing. We produce good quality light oil from this field.

An exploration well was drilled in late 2005 but did not indicate commercial quantities of oil. A portion of the drilling costs for this well was
factored into our purchase price for Palmar Largo. Dri]liné on the Ramon Lista-1001 well was completed in December 2005, Production
from the well began in early Fébruary 2006 at 299 barrels per day (gross afier 12% royalty) or 42 barrels per day net to us. No additicnal
wells were drilled in the area during 2006.

The Palmar Largo block rights expire in 2017 but provide for a ten-year extension. We do not have any outstanding work commitments. At
expiry of the block rights, ownership of the producing asscts will revert to the provincial government.

Our work program for 2008 involves optimization of well performance and operating expenses to maximize net revenues from the property.
Nacatimbay

We acquired a 100% working interest in the Nacatimbay block through two transactions. We purchased a 50% working interest in
September 2005 and we purchased the remaining 50% working interest in November 2006. Production from the Nacatimbay oil, gas and
condensate field began in 1996. Three wells were drilled and one was producing until February 28, 2006, when its production was
suspended due to low flow conditions. [n October 2006, the suspended well was reactivated after surface facilities were upgraded and it
produced for two additional months in 2006 and three months of 2007 and is currently shut-in.  We continued to explore ways to optimize
production in this field during 2007 and explored opportunities to re-enter the Nacatimbay 1001 well.
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The Nacatimbay block rights zxpire in 2022 with a provision for a ten year extension if a discovery is made. We do not have any outstanding
work commitments. At expiry of the block rights, ownership of the producing assets will revert to the provincial government.

Ipaguazu ‘ . .
We acquired a 100% working interest in the Ipaguazu block through two transactions. We purchased a 50% working interest in

September 2005 and we purchased the remaining 50% working interest in November 2006. The oil and gas field was discovered in 1981 and
produced approximately 100 thousand barrels of oil and 400 million cubic fegt of natural gas until 2003, No producing activities are carried
out in the field at this time., The [paguazu block covers 43,243 acres and has not been fully appraised, leaving scope for both reactivation and
exploration in the future. The Ipaguazu block rights expire in 2016 with a ten year extension if a discovery is made. We do not have any
outstanding work commitments. At expity of the block rights, ownership of the producing assets will revert to the provincial government. In
2008, we plan to asscss the possibility of a workover on the Ipaguazu X-1 well.

‘El Vinalar

We acquired a 50% working interest in the El Vinalar Block in June 2006, This acquisition added a significant new land position and a srall
amount of production. El Vinalar covers 248 341 acres and contains a portfolio of exploration leads and oil field enhancement opportunities.
The Puesto Climaco-2 sidetrack well was successfully completed in December 2006, and began producing in January 2007. ’

Plans for 2008 include workovers of three wells - Puesto Climaco 3, Puesto Climace 1 and El Vinalar 2.
1

The El Vinalar rights expire in 2016 with a ten year extension if a discovery is made. We do not have any ouistanding work commitments.
At expiry of the block nghts, ownership of the producing assets will revert to the provincial government.

El Chivil, Surubi, Valle Morado, Santa Victoria

.

We purchased working interests in four additiohal properties at Chivil, Surubi, Valle Morado and Santa Victoria, in November and
December 2006. These propertics added to our existing portfolio of exploration and development opportunities and expanded our production
base in Argentina. Farm-in partmers are being sought to participate in drilling one exploration well on the Surubi block in 2008.

* The Chivil field was dis_coycred in 198?. Three wells were drilled; two remain in production. The field has produced 1.5 million
barrels of oil to date. The contrat for this field expires in 2015 with the optien for a ten year extension.

*  Valle Morado was first drilled in 1989. Rights to the area were purchased by Shellin 1998, which subsequently cotnpleted a 3-D
* seismic program over the field and constructed a gas plant and pipeline infrastructure. Production began in 1999 from a single well,
and was shut-in in 2001 duc to water incursion. We are evaluating opportunities to re-gstablish preduction from the field.

»

*  Surubi and Santa Victoria are exploration fields and have no production history.

QOil and Gas Properties — Peru

We entered the Peruvian oil and gas industry in 2006 through the award of two frontier exploration blocks.
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Blocks 122 and 128 '

‘We were awarded two exploration blocks in Peru in the last quarter of 2006 under a license contract for the exploration and exploitation of

hydrocarbons. Block 122 covers 1,217,651 acres and block 128 covers 2,218,389 acres. The blocks are located in the eastern flank of the
Maranon Basin in northern Peru, on the crest of the [quitos Arch. There is a 5-20%, sliding scale, royalty rate on the lands, dependent on
production levels. Production less than 5,000 barrels of oil per day attracts a royalty of 5%, for production between 5,000 arid 100,000
barrels of oil per day there is a lincar sliding scale between 5% and 20%. Production over 100,000 barrels per day has a royalty of 20%, The
exploration contracts expire in 2014 and work commitments are defined in four exploration periods spread over seven years. There isa -
financial commitment of $5 million over the seven years for cach block which in¢ludes technical studies, seismic acquisition and the drilling
of exploration wells. Acquisition of technical data through aero magnetic-gravity studics began:in 2007, and is continuing through the first
half of 2008. This will be followed by seismic planning work in 2008 and seismic acquisition 2009, The production contract expires in2037.

Proved Reserves

No estimates of proved reserves comparable to those included herein have been included in a report to any federal agency other than the

SEC.

. .\ ‘ . .
The process of estimating oil and gas reserves is complex and requires significant judgment, as discussed in Item 1A, “Risk Factors”, As a
result we have developed internal policies for estimating and evaluating reserves, and 100% of our reserves are audited by an independent
reservoir engineering firm at least annually.

The SEC definition of proved oil and natural gas reserves, per Regulation 5-X, is as follows:

Proved oif and natural gas reserves. Proved oil and natural gas reserves are the estimated quantities of crude oil, natural gas, and
natural gas liquids which geological and engineering data demonstrate with rcasonable certainty to be recoverable in future years from
known reservoirs under existing economic and operating conditions, i.c., prices and costs as of the date the estimate is made as
defined in Rule 4-10(a)(2). Prices include consideration of changes in existing prices provided only by contractual arrangements, but
not on escalations based upon future conditions. ‘

a)

b)

c)

Reservoirs are considered proved if economic producibility is supported by either actual production or conclusive formation
test. The area of a reservoir considered proved includes (1) that portion delineated by drilling'and defined by gas-oil and/or
oil-water contacts, if any; and (2) the immediately adjoining portions not yet drilled, but which can be reasonably judged as
economically productive on the basis of available geological and engineering data. In the absence of information on fluid
contacts, the lowest known structural occurrence of hydrocarbons controls the lower proved limit of the reservoir.

Reserves which can be produced econemically through application of improved recovery techniques (such as fluid injection)
are inctuded in the proved classification when successful iesting by a pilot project, or the operation of an installed program in
the reservoir, provides support for the engincering analysis on which the project or program was based.

Estimates of proved reserves do not include the following: (1) oil that may become available from known reservoirs but is
classificd separately as “indicated additional reserves™; (2) crude oil, natural gas, and natural gas liquids, the recovery of
which is subject to reasonable doubt because of uncertainty as to geology, reservoir characteristics, or economic factors;
(3) crude oil, natural gas, and natural gas liquids, that may occur in undrilled prospects; and (4) crude oil, natural gas, and
natural gas liquids, that may be recovered from oil shales, coal, gilsonite and other such sources.

Proved developed reserves — Proved reserves that can be cxpcct(rzd to be recovered through existing wells with existing equipment
and operating methods as defined in Rule 4-10(a)(3). '

Proved undeveloped reserves — Proved reserves that are expected to be recovered from new wells on undrilled acreage, or from
existing wells where a relatively major expenditure is required as defined in Rule 4-10(a)(4).

The following table sets forth our proved reserves net of all royalties and third party interests as of December 31, 2007. (all quantities in
thousands of barrels of oil) ‘

25




Proved . Proved _ Total Proved

' Developed Undeveloped - Proved Reserves
Reserves Reserves " Reserves %
Colombia
Santana ' 661 . 661 ‘ 10.3%
Guayuyaco 212 : - 212 313%
Juanambu : : ' 206 ' - 206 312%
Costayaco .‘ 2,365 905 3,270 51.0%
Mecaya - 34 34 0.5%
Total Colombia ) 3,444 - 939 4,383. 68.3%
Argentina 7
Palmar Largo 381 35 416 - 6.5%
El Chivil 622 - - 181 803 : 12.5%
Ipaguazu 296 - 296 4.6%
El Vinalar 520 520 8.1%
Nacatimbay : - - ' - 0.0%
Valle Morado . - - - . 0.0%
Total Argentina 1.819 216 2,035 31.7%
Peru - .= - -
Total ) 5,263 1,155 6,418 100.0%

Our proved developed reserves set forth in the prévious table, totaling 5.3 million barrels of oil as at December 31, 2007 consist of proved
developed producing reserves and proved developed non-producing reserves, The following table provides additional information regarding
our proved developed reserves at December 31, 2007. (all quantities in thousands of barrels of oil)

Proved Proved Total Proved
. Developed Developed Developed
Producing Non-Producing Reserves

Colombia

Santana 609 ) 52 661

Guayuyaco . 158 - 54 212

Juanambu 186 ’ 20 206

Costayaco ' 1,192 1173 2,365

Mecaya - - -
Total Colombia 2,145 - 1,29% 3,444
Argentina } .

Paimar Largo 381 - 381

El Chivil 261 361 622

Ipaguazu S- 296 296

El Vinalar 334 ' 186 520

Nacatimbay - - -

Valle Morado - - -
Total Argentina ' 976 843 1,819
Total Peru . - - -
Total | 3.121 2,142 5263
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Certain information concerning oil and natural gas production, prices, revenues (net of all royalties) and operating expenses for the three
years ended December 31, 2007 is set forth in ltem 7. “Management’s Discussion and Analysis of Financiat Condition and Results of
Operations™. -

Drilling Activities

The following table summarizes the results of our development and exploration drilling activity for the past three years, Wells 1abeled as “In
Progress”™, were in progress as of December 31, 2007,

2007 2006 2005
Gross Net Gross Net Gross Net

Colombia
Exploration
Productive 2.00 0.85 - - 1.00 0.35
Dry 4.00 1.50 1.00 1.00
In Progress - - - - - .
Development ' ‘
Productive - - - - 1.00 0.35
Dry - - - - - -
In Progress 1.00 0.50 - - - -
Total Colombia _ ' 7.00 2.85 1.00 1.00 2.00 0.70

Argentina

Exploration

Productive . - - - . ) - B -

Dry . - - _ - - - - -

In Progress - - . - - - -

D.cvclopment ) )

Productive ‘ 1.00 0.50 1.00 0.14 1.00 G.14

Dry - -

In Progress - - )
Total Argentina 1.00 0.50 1.00 0.14 l 1.00 0.14

Peru |
Exploration '
Productive - - - - - - ‘
- SR _ _ T
In Progress - - - , - - R |

Development

Productive - - - - - .

Dry - : - - - - -

In Progress - - - - - -

Total Peru - - - - - -

Total 8.00 3.35 2.00 1.14 3.00 0.84
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Following are the results as of February 15, 2008 of wells in progress at December 31, 2007:

Productive Dry Still in Progress
‘ ) Gross Net Gross Net Gross Net
_ Colombia 1.00 0.50 - - - -
Argentina _ . - - - - -
Peru - - - - - -
Total ' ' . 1.00 050
Well Statistics
The following table sets forth our producing wells as of December 31, 2007,
Oil Wells Gas Wells Totat Wells
. Gross Net Gross Net Gross Net
Colombia _19.00 6.71 - - 19.00 6.71
Argentina ~18.00 4.96 1.00 1.00 19.00 596
Peru - - - - - -
Total 37.00 11.67 1.00 1.00 38.00 12.67
Developed and Undeveloped Acreage
The following table sets forth our developed and undeveloped oil and gas lease and mineral acreage as of December 31, 2007.
Developed Undeveloped Total
Gross Net Gross Net Gross Net
Colombia 53,485 18,720 1,138,013 917,233 1,191,498 935,953
Argentina' 782,089 364,228 1,124,330 1,124,330 1,906,418 1,488,558
Peru - - 3,436,040 3,436,040 3,436,040 3,436,040
Total 835,574 382,948 5,698,383 5477,603 6,533,956 5,860,551

Effective January 1, 2008 we relinquished a total of 271,721 acres in Argentina within existing blocks. No blocks were relinquished in their

entirety.
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Item 3. Legal Proceedings

Ecopetrol and Gran Ticrra Colombia, the contracting parties of the Guayuyaco Association Contract, are engaged in a dispute regarding the
interpretation of the procedure for allocation of oil produced and sold during the long term test of the Guayuyaco-1 and Guayuyaco-2 wells.
There is 2 material difference in the interpretation of the procedure established in the Clause 3.5 of Attachment-B of the Guayuyaco
Association Contract, Ecopetrol interprets the contract to provide that the extended test production up to a value equal to 30% of the direct
exploration costs of the wells is for Ecopetrol’s account only and serves as reimbursement of its 30% back in to the Guayuyaco discovery.
Gran Tierra Colombia’s contention is that this amount is merely the recovery of 30% of the direct exploration costs of the wells and not
exclusively for benefit of Ecopetrol. There has been no agreement between the parties, and the next step for resolution will be legal
proceedings. Gran Tierra Colombia is awaiting further action by Ecopetrol in this regard. At this time no amoumt has been acerued in the
financial statements as we do not consider it probable that a loss will be incurred. The estimated value of disputed production is $2,361,188
which possible loss is shared 50% ($1,180,594) with our partner Solana Petroleum Exploration (Colombia) S.A., with the remaining 50%
the responsibility of Gran Tierra Colombia. To our knowledge, no other proceeding against us is currently contemplated by any
governmental authority.

Item 4. Submission of Matters to a Vote of Security Holders

At the Annual Meeting of Stockholders of Gran Tierra Energy Inc, held on October 10, 2007, the following proposals were adopted.

Praposal I - To elect the following directors to serve for the ensuing year and until their successors arc elected:

Voted For Withheld Broker Non-Votes
Dana Cofficld : 48,066,859 332,436 —
Jeffrey Scott 48.065,959 333,336 ——
Walter Dawson ) 48,040,959 352,336 —
Veme Johnson 48,045959 . 353,336 —
Nadine C. Smith 48,050,659 348,336 —

Proposal 11 - To approve our 2007 Equity Incentive Plan, as an amendment and restatement of our 2005 Equity Incentive Plan, including an
increasc in the aggregate number of shares of common stock authorized for issuance under the plan from 2,000,000 to 9,000,000 shares:

Voted
For Voted Against Abstain Broker Non-Votes

35,614,922 2,282,260 339,050 10,163,063

Proposal 111 - To ratify the selection by the Audit Committee of Deloitte & Touche LLP as the independent registered public accounting firm
of Gran Ticrra Energy Inc. for the fiscal ycar ending December 31, 2007:

VYoted
For Voted Against Abstain Broker Non-Votes
48,112,897 41,106 245,292 —

Executive Officers of the Registrant

Set forth below is information regarding our executive officers as of February 28, 2008.

Name ' Age Position

Dana Coffield ' ' 49 President and Chief Exccutive Officer; Director
Martin H, Eden 60 Chief Financial Officer

Max Wei 58 Vice President, Operations

Rafael Orunesu 52 President, Gran Tierra Encrgy Argentina

Edgar Dycs 62 President, Argosy Energy/Gran Tierra Energy Colombia
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Dana Coffield, President, Chief Executive Officer and Director. Before joining Gran Tierra as President, Chief Executive Officer and a
Director in May, 2005, Mr. Coffield led the Middle East Business Unit for EnCana Corporation, North America’s largest indepeﬁdenl oil
and gas company, from 2003 through 2005. His responsibilities included business development, exploration operations, commercial
evaluations, government and partner relations, planning and budgcting, environment/health/safety, security and managemerit of several
overseas operating offices. From 1998 through 2003, he was New Ventures Manager for EnCana’s predecessor — AEC Intemationat —
where he expanded activities into five new countries on three continents. Mr. Coffield was previously with ARCO International for ten
years, where he participated in exploration and production operations in North Africa, SE-Asia and Alaska. He began his carcer as a mud-
logger in the Texas Gulf Coast and later as a Research Assistant with the Earth Sciences and Resources Institute where he conducted
geoscience research in North Africa, the Middle East and Latin America. Mr. Coffield has participated in the discovery of over 130 000,000
barrels of oil equivalent reserves.

Mr. Cofficld graduated from the University of South Carolina with a Masters of Science degree and a doctorate (PhD} in Geology, based on
research conducted in the Oman Mountains in Arabia and Gulf of Suez in Egypt, respectively. He has a Bachelor of Science dégree in
Geological Engineering from the Colorado School of Mines. Mr. Coffield isa membcr of the AAPG and the CSPG, and is a Fellow of the
Explorers Club.

Martin H. Eden, Chief Financial Officer. Mr. Eden joined our company as Chief Financial Officer on January 2, 2007. He has over 26 years
experience in accounting and finance in the energy industry in Canada and overseas. He was Chief Financial Officer of Artumas Group Inc.;
a publicly listed Canadian oil und gas company from April 2005 to December 2006 and was a director froni June to October, 2006. He has
been president of Eden and Associates Lid., a financial consulting finn, from January 1999 to present. From Qctober 2004 to March 2005 he
was CFO of Chariot Energy Inc., a Canadian private oil and gas company. From January 2004 to September 2004, he was CFOQ of Assure
Energy Inc., a publicly traded oil and gas company listed in the United States. From January 2001 1o December 2002, he was CFO of
Geodyne I:ncrgy Inc., a publicly listed Canadian oil and gas company. From £997 to 2000, he was Controller and subsequently CFO of
Kyrgoil Corporation, a publicly listed Canadian oil and gas company with operations in Central Asia. He spent nine years with Nexen Inc.
(1986-1996), including three years as Finance Manager for Nexen's Yemen operations and six years in Nexen's financial reporting and
special projects arcas in its Canadian head office. Mr. Eden has worked in public practice, including two years as an audit manager for
Coopers & Lybrand in East Alrica. Mr. Eden holds a Bachelor of Science degree in Economics from Birmingham University, England, a
Masters of Business Administration from Henley Management College/Brunel University, England, and is a member of the Institute of
Chartered Accountants of Alberta and the Institute of Chartered Accountants in England and Wales.

Max Wei, Vice President, Operations. Mr. Wet is a Petroleum Engineering graduate from University of Alberta and has twenty-five years of
experience as a reservoir engineer and project manager for oil and gas exploration and production in Canada, the US, Qatar, Bahrain, Oman,
Kuwait, Egypt, Yemen, Pakistan, Bangladesh, Russia, Netherlands, Philippines, Malaysia, Venezuela and Ecuador, among other countries.
Mr. Wei began his career with Shell Canada and later with Imperial Qil, in Heavy Qil Operations. He moved to the US in 1986 to work with
Bechtel Petroleurn Qperations at Naval Petroleum Reserves in Elk Hills, Califomia and eventually joined Occidental Petroleum:-in
Bakersfield. Mr. Wei returned to Canada in 2000 as Team Leader for Qatar and Bahrain operations with AEC International and its
successor, EnCana Corporation, where he worked unti] 2004. He completed a project management position with Petronas in Malaysia in
April, 2005, before joining Gran Tierra in May, 2005.

Mr. Wei is specialized in reservoir engineering, project management, production operations, field acquisition and development, and
mentoring, He is a registered Professional Engineer in the State of California and a member of the Association of Professional Engineers,
Geologists and Geophysicists of Alberta. Mr. Wei has a BSc in Petroleum Enl,meermg, from the Umversny of Alberta and Certification in
Petroleum Enémccrmg from Southem A!bcrtd Institute ofTechnolog,y

Rafael Orunesu, Vice President, Latin America. Mr. Orunesu joined Gran Tierra in March 2005 and brings a mix of operations management,
project evaluation, production jgeology, reservoir and production engineering as well as leadership skills to Gran Tierra, with a South
American focus. He was most recently Engincering Manager for Pluspetrol Peru, from 1997 through 2004, responsible for planning and
development operations in the Peruvian North jungle. He participated in numerous evaluation and asset purchase and sale transactions
covering Latin America and North Africa, incorporating 200,000,000 barrels of oil over a five-year period. Mr. Orunesu was previously with
Pluspetrel Argentina from 1990 to 1996 where he managed the technical/economic evaluation of several oil ficlds. He began his career with
YPF, initially as a geologist in the Austral Basin of Argentina and eventually as Chief of Expleitation Geology and Enginecring for the
Catriel Ficld in the Nuequén Basin, where he was responsible for drilling programs, workovers and secondary recovery projects.

Mr. Oruncsu has a postgraduate degree in Reservoir Engineering and Exploitation Geology from Universidad Nacional de Buenos Aires and
a degree in Geology from Universidad Nacional de la Plata, Argentina.

Edgar Dyes, President Argosy Energy / Gran Tierra Energy Colombia. Mr. Dyes joined our company through the acquisition of Argosy Energy
Imemational L.P., where he was Exccutive Vice-President and Chief Operating Officer. His experience in the Colombian oil industry spans twenty-one
years, with the last six years in charge of Argosy Energy’s planning, management, finance and administration activitics. Mr. Dyes began his carecr with
Union Texas Petrolcum as a petroleum accountant, where he eventually advanced into supervision and management positions in international operations
for the company. He subsequently worked for Quintana Encrgy Corporation; Jackson Exploration, [nc.; CSX Oil and Gas; and Gamet Resources
Corporation, where he held the position of Chief Finaneial Officer. Mr. Dyes has worked in various financial and management roles on projects located
in the United Kingdom, Germany, Indonesia, Oman, Brunei, Egypt, Somalia, Ecuador and Colombia. Mr. Dyes holdsa Bachelor sdegree in Busmcss
Management from Stephen F. Austin State University, with postgraduate studies in accounting,
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Our above-listed officers and directors have neither been convicted in any criminal proceeding during the past five years nor been parties to any judicial
or administrative proceeding during the past five years that resulted in a judgment, decree or final order enjoining them from future violations of, or
prohibiting activitics subject to, federal or state sccurities laws or a finding of any violation of federal or state securities law or commoditics taw.
Similarly, no banknuptey petitions have been filed by or against any business or property of any of our directors or officers, nor has any bankruptcy
petition been filed against a partnership or business association in which these persons were general partners or executive officers.

Our board of directors consists of six dircctors and inchudes two committees: an audit committee and a compensation committee, We adhere to the Nasdag
Marketplace Rules in determining whether a director is independent and our board of directors has determined that four of our six directors, Messrs. Scott,
Johnson and Dawson and Ms, Smith, are “independent” within the meaning of Rule 4200(a)(15) of the NASD’s published listing standards.

PART Il

Item 5. Market for Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.

Our common stock was first cleared for quotation on the OTC bulletin board on Noveimber 11, 2005 and has been trading since that time under the symbol
“GTRE.OB.” On February 19, 2008, our common stock was listed on the Toronto Stock Exchange (“TSX™) and is trading under the symbol “GTE™,

‘As of March 6, 2008 there were approximately 410 holders of record of shares of our common stock (including holders of exchangeable shares).

On March 6, 2008, the last reported sales price of our shares on the OTC bulletin board was $3.49. For the periods indicated, the following
table sets forth the high and low bid prices per sharc of common stock. These prices represent inter-dealer quotations without retail markup,
markdown, or commission and may not necessarily represent actual transactions.

- High Low
Fourth Quarter 2007 $ 269 % 1.39
Thitd Quarter 2007 $° 216§ 131
Second Quarter 2007 b 149 8§ 0.90
First Quarter 2007 b 164 § 0.88
Fourth Quarter 2006 $ 175§ 1.10
Third Quarter 2006 5 . 367 % 147
Second Quarter 2006 ) b 501 8§ 2.96
First Quarter 2006 . $ 595 % 3.02

As of March 6, 2008, there are 97,574,024 shares of commaon stock issued and outstanding, which number includes shares of common stock
1ssuable upon exchange of the exchangeable shares of Goldstrike Exchange Co. issued to former holders of common stock of Gran Tierra
Energy Inc, a privately held corporation in Alberta (“Gran Tierra Canada™).

Dividend Policy

We have never declared or paid dividends on the shares of commeoen stock and.we intend to retain future earnings, if any, to support the
development of the business.and therefore do not anticipate paying cash dividends for the foresceable future. Payment of future dividends, if
any, will be at the discretion of our board of directors after taking into account various factors, including current financial condition,:
operating results and current and anticipated cash necds. Under the terms of our credit facility with Standard Bank Ple, we arc required to
obtain the approval of the Bank for any dividend payments made by us exceeding $2 million in any fiscal year.

Unregistered Sales of Equity Securities
None, ! 4
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Item 6. Selected Financial Data

The following selected financial data should be read in conjunction with Item 7. “Management’s Discusston and Analysis of Financial
Condition and Results of Operations,” and the consolidated financial statements and the noles thereto included in Item 8. “Financial

Statements and Supplementary Data.”

Statement of Operations Data
Revenues and other income
Oil sales
Natural gas sales
Interest

.
]

Total revenues

Expenses
Operating
Depletion, depreciation and aceretion .
General and administrative
Liquidated damages ‘
Derivative financial instruments
Foreign exchange {gain) loss

Total expenses

Loss before income tax
Y s

Income tax . : , '
Net loss

Net loss per common share —- basic and diluted

Statement of Cash Flows Data
Operating activities
Investing activities

Financing activitics

(Decrease) increase in cash

Balance Sheet Data

Cash and cash cquivalents
Working capital {including cash)
Oil and gas propentics

Deferred tax asset

Total assets

Deferred tax liability

Other long-term liabilities

Sharcholders’ equity
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Period Ended December 31,

2007 ' 2006 CT 2005
§ 31,807,641 § ° 11,645553 § 946,098
44971 75,488 113,199
425,542 351,872 —
32,278,154 12,072,913 1,059,297
10,474,368 4,233,470 395,287,
9,414,907 4,088,437 462,119
10,231,952 - 6,998,804 .  2482,070
7366949 1527988 —
303969 .. . — =
(77.275) 370,538 (31,271)
40450591 17219237 3.308,205
(8,172,437) (5,146324)  (2.248,908)
(294,767) - (677,380) 29228 .

- § (8.467.204) § (5,823,704) § (2,219,680)

$ (0.09y § . (0.0.8)' ) (0.16)

(As Restated)

o (As Restated)»

$ 8,761,439 § 2,010,056 % {1,876,638)
(15,392,705) (48,206,588) (9,108,022)
719,303 68.075.856 13,206,116

$ (5,911963) § 21,879.324 % 2.221,456

$ 18,188,817 § 24,100,780 % 2,221,456

8,058,049 14,541 498 2,764,643
63,202,432 56,093,284 7,886,914
2,058,436 444,324 _
112,796,561 105,536,957 12,371,131
(11,674,744) (9.875,657) —

(1986,023)  (633,683) (67,732)

$  (76,791,855) §  (76,194,779) §  (11,035,347)




® As discussed in Note 13 to our consolidated financial statements, cash flows from operating activities and cash flows from investing
activities has been restated as a result of a misclassification of accounts payable and accrued liabilities between the two categories.

We made our initial acquisition of oil and gas producing and non-producing properties in Argentina in September 2005 for a total purchase
price of approximately $7 million. Prior to that time we had no revenues. In June 2006, we acquired our Argosy assets for consideration of
$37.5 million cash, 870,647 shares of our common stock and overriding and net profit interests in certain assets valued at $1 million.

Item 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion of our financial condition and results of operations should be read in conjunction with cur consolidated financial
statements and notes thereto. Except for the historical information contained herein, the matters discussed below are forward-looking
statements that involve risks and uncertainties, including, among others, the risks and uncertainties discussed below.

Overview

We are an independent international energy company invelved in oil and natural gas exploration, development and production. We plan to
continually increase our cil and natural gas reserves through a balanced strategy of exploration drilling, development and acquisitions in
South America. Initial countries of interest are Argentina, Colombia and Peru.

We took our current form on Nevember 10, 2005 when the former Gran Tierra Energy Inc., a privately-held Albena corporation, which we
refer to as Gran Tierra Canada, was acquired by an indirect subsidiary of Goldstrike Inc, a Nevada corporation. Goldstrike adopted the
assets, management, business operations, business plan and name of Gran Tierra Canada. For accounting purposes, the predecessor company
in the transaction was the former Gran Tierra Canada, and the financial information of the former Goldstrike was eliminated at
consolidation. This transaction is accounted for as a reverse takeover of Goldstrike Inc. by Gran Tierra Canada.

Prior to September 1, 2005, we had no oil and gas interests or propetties. In September 2005 and during 2006 we acquired oil and gas
interests and propetrties in Argentina, Colombia and Peru.

We funded acquisitions of our properties in Colombia and Argentina through a series of private placements of our securities that occurred
between September 2005 and February 2006 and an additional private placement that ocourred in June 2006, described below.

Our operating results for the year ended December 31, 2007 as compared to 2006 are principally impacted by the inclusion in 2007 of a full
year’s activities from the oil and gas interests in Argentina and Colombia we acquired in the second and fourth quarters of 2006. The 2007
results are also impacted by the 2007 discoveries in the Costayaco area of the Chaza block and the Juanambu area of the Guayuyaco block
and the subsequent commencement of production of the first wells in each of these areas in the second half of 2007 and a higher average
WTI for 2007. Qur production velumes and revenues in Colombia have significantly increased over the prior year.

The operating results for 2006 include a full year of activities at Palmar Largo, two months at Nacatimbay before production was suspended
on March 1, 2006 and two months after production was reinstated on November 1, 2006, six months of activities at El Vinalar beginning
Juiy 1, 2006 and one month of activities at Chivil, commencing December 1, 2006. We initially held a 14% working interest (W1) in Palmar
Largo (oil production), a 50% W1 in Nacatimbay (production of natural gas and condensate) and a 50% WTI in Ipaguazu (exploration land).
During November and December of 2006 we acquired the following additional working interests in Argentina, which further impacted the
financial and operational results for the year ended December 31, 2007;

* an additional 50% W1 in Nacatimbay;

* an additional 50% WI in Ipaguazu;

= 50% W1 in El Vinalar {oil production);

* 100% W1 in Chivil {oil production);
* 100% WI in Surubi (exploration land);

* 100% WTI in Santa Victoria (exploration land); and,

* 93.2% WI in Valle Morado (exploration land).

33




The operating results for 2006 were also impacted by our acquisition of Argosy Energy Intermnational L.P, (“Argosy™). Prior to June 20, 2006
we did not own any oil or gas properties in Colombia. On June 20, 2006 we acquired Argosy and became the operator of nine blocks in
Colombia. The Santana, Guayuyaco and Chaza blocks are currently producing. The Rio Magdalena, Talora, Azar and Mecaya blocks are in
their exploration phases. During 2007, we relinquished ownership of the Primavera block and acquired the Putumayo A and B technical
evaluation areas.

The operating results and financial position for 2005 reflect our incorporation on January 26, 2005 and the commencement of oil and gas
operations in Argentina on September 1, 2005.

Due to a successful exploration program in Colombia, undertaken in the first half of 2007, we miade two ficld discoveries, Costayaco in the
Chaza block and Juanambu in the Guayuyaco block. These exploration wells were brought into production in the third quarter of 2007 and
have significantly increased our daily preduction. Average daily production in Colombia in 2007, including our new discovery wells
Costayaco-1 and Juanambu-1, increased by 559 barrels per day te 913 barrels per day from 354 barrels per day in 2006

Our estimate of proved reserves, net of royalties, as of December 31, 2007, stands at 6.4 million barrels of oil primarily due to the new
discoveries at Costayaco and Juanambu. This compares to our December 31, 2006 proved reserves of 3.0 million barrels of oil.

Effective February 28, 2007, we entered into a credit facility with Standard Bank Ple. The facility has a three-year term which may be
extended by agreement between the parties. The borrowing base is the present value of our petroleum reserves up to maximum of

$50 million, with an initial borrowing base of §7 mllhon based on mid-2006 reserves. We have not drawn down any amounts under this
facility.

In June, 2006, we sold an aggregate of 50 million units of our securities at a price of $1.50 per unit in a private offering for gross proceeds of
'$75 million, pursuant to four separate Securities Purchase Agreements, which we refer to collectively as the “2006 Offering”. Each unit
comprised one share of Gran Tierra Energy’s common stock and one warrant to purchase one-half of a share of Gran Tierra Energy’s
common stock at an exercise price of $1.75 for a period of five years. In connection with the'issuance of these securities, Gran Tierra Energy
entered into four separate Registration Rights Agreements with the investors pursuant to which Gran Tierra Energy agreed to register for
resale the shares and warrants (and shares issuable pursuant to the warrants) issued to the investors in the offering by November 17, 2006,
and if we failed to do so we would be obligated to pay liquidated damages. The second registration statement was declared effective by the |
Securities Exchange Commission (“S EC") on May 14, 2007. Gran Tierra Energy had accrued $8.6 million in llqmdated damages as of that
date.

On June 27, 2007, under the terms of the Registration Rights Agreements, we obtained a sufficient number of consents from the signatories
to the agreements waiving Gran Tierra Energy’s obligation to pay in cash the accrued liquidated damages. We agreed to amend the terms of
the warrants issued in the 2004 Offering by reducing the exercise price of the warrants to $1.05 and extending the life of the warrants by one
year, in lieu of a cash payment for liquidated damages. $7.4 million of the liquidated damages has been recorded in 2007 and the remamder
had been recorded in 2006.

Gran Tierra Energy has an active development drilling and exploration drilling program budgeted for 2008. This includes seven
development wells in oil discoveries made in Colombia in 2007 including Costayaco-2 which commenced drilling in December 2007, and
completed testing in February 2008; Costayaco-3 which was drilled in January and February 2008 and is planned for testing in March, 2008;
and three oil exploration wells, two in Colombia and one in Argentina. Our exploration success in 2007 is to be further developed in 2008
with the potential to significantly increase our production. Gran Tierra Energy plans to continue with development drilling through 2008 to
increase our production capacity, in addition to undertaking additional oil exploration efforts to further define the potential of cur acreage in
Colombia, Argentina and Peru. '

Currently all oil and gas producers in Argentina are operating without sales contracts. A new withholding tax regime was introduced in
Argentina without specific guidance as to its application. Producers and refiners of oil in Argentina have been uhable to determine an agreed
sales price for oil deliveries to refineries. We are receiving $33 per barrel, which is a price offered by Refiner S.A., the purchaser of cur
crude oil, based on their netback, for production since November 18, 2007, the effective date of the decree. The price we received for
November oil deliveries before November 18, 2007 was approximately $48 per barrel. Along with most other oil producers in Argentina,
we are continuing deliveries to the refinery and will continue to receive $33 per barrel until the situation around the decree is rectified by the
government. The Provincial Governments have also been hurt by these changes as their effective royalty take has been reduced by the lower
sales price. We are working with other oil and gas producers in the area, as well as Refiner S.A., and provincial governments, to lobby the
federal government for change. There has been a delay in rectifying the situation in Argentina because of a change in govemment in
December 2007, and the months of January and February are generally slow working months due to summer vacations,

Operating in countries in South America exposes our business to risks due to political and econemic forces in the-countries in which we
operate. For example, in March 2008, one of the Ecopetrol pipelines was blown up by guerillas, and we estimate at present that we will have
to reduce our current production deliveries to Ecopetro] for approximately one week, perhaps longer, while Ecopetrol completes repairs to
their pipeline, which will.impact our revenues for the first quarter of 2008. See Item 1A. “Risk Factors™ for the risks we face as a result of -
operating in South America. ' o .
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Results of Operationé for the years ended December 31, 2007 as compared to year ended December 31, 2006

Revenue and Other Income . : : .

i . ]

A summary of selected production, revenue and price information for the years ended December 31, 2007 and 2006 is presented in the
following table:

.

Year Ended December 31,

2007 - ' 2006 .C'hange from Prior Year.
Argen

Argentina  Colombia Total Argentina  Colombia - Total Colombia  Total.’

Production, net of royalties (2)

0il and NGLs (Bbls) 207,912 333,157 541,069 127,712 129,209 256,921 63% 158% 111%
Gas (Mef) 26,631 . o= 26631 41,447 : - 41,447 -36% - - --36%

Oil, Gas and NGLs . .
(Boe) (1} 209,244 333,157 542 401 129,784 129,209 258,993 61% 158% 109%

Revenue and other income

Qil and NGLs (Bbls) § 8,059,486 $ 23,748,155 § 31,807,641 § 5,033,363 § 6,612,190 $ 11,645,553 60% 259% 173%

Gas o 44,971 - 44,971 75,488 - 75,488 -40% e A0%
Interest (excluding
Corporatc) ' 15,225 222,785 238,010 - - - 100% 100% 100%
- - $8,119,682 § 23,970,940 $ 32,090,622 § 5,108,851 § 6,612,190 % 11,721,041 599% 263% 174%
Other - Corporate 187,532 351,872 -47%
$ 32,278,154 ' : $ 12,072.913 L 167%

Average Prices

Oil and NGLs (Per .
Bbi) 8 3876S  T128 8 5879 8 39418 SLIT$ 4533 2% 39%  30%

Gas (Per Mcf) b 1.69 -3 1.69 § 1.82 -3 1.82 ~7% - -7%

! D

. 1
(1) Gas volumes are. converted to barrels (“bbl’s”) of oil equivalent ("Boe"} at the rate of 20 thousand cubic feet ("Mct™) of gas per barrel of
oil based upon the approximate relative values of natural gas and oil. Natural Gas Liquids (NGLs"} volumes are converted to Boe’s on a one-
to-one basis with oil. '

(2) Production représents production volumes adjusted for inventory changes.

Crude oil and NGL production for the year ended December 31, 2007 increased 111% to 541,069 barrels from 256,921 barrels for the year -
ended December 31, 2006. The average price received per barrel of oil increased 30% to $58.7% per barrel for 2007 from $45.33 per barrel in
2006. As a result, revenues and other income for the year ended December 31, 2007 increased 167% to $32,278,154 compared to' -
$12,072,913 for the year ended December 31, 2006. The increase in production is due primarily to the inclusion of a-full year of Colombian
and Argentine production and the commencement of production at the beginning of the third quarter from the two new discovery wells. The’
2006 production included Colombian production subsequent to its acquisition in June 2006. In Argentina, the 2006 results include a full year
of activities at Palmar Largo, four months at Nacatimbay, six months of activities at El Vinalar beginning July 1, 2006, and one month of *
activities at Chivil, commencing December 1, 2006, Natural gas production in 2007 decreased 36% to 26,631 Mcf from 41,447 Mcf in 2006
with the average price also decreasing 7% to $l. 69 per Mcf from $1.82 per Mcf. The volume decrease was a result of an operations dec1510n
to use the gas productlon for operatmg power gencratlon ancl market only the unused excess.

In Argf:ntma crude oil and NGL production after 12% roya!tles for the year ended December 31,-2007 increased 63% to 207,912 barrels
"compared to 127,712 barrels for 2006. This increased production includes 89,361 barrels from Palmar Largo, 77,971 barrels from El Vinalar
and 40,039 barrels from Chivil. Average daily production for the year was 245 barrels from Palmar Largo, 214 barrels from El Vinalar and
110 barrets from Chivil. Natural gas production, after royalties of 12%, at Nacatimbay in 2007 was 26,631 Mcf as compared to 41,447 Mcf
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in'2006. For 2006, Argentina’s crude oil production after 12% royalties was 127,712 barrels, including 118,121 barrels from Palmar Largo,
7,644 barrels from El Vinalar for the peried July | to December 31, 2006, and 1,947 barrels from Chivil for December 1 to December 31,
2006. Average daily production for these periods in 2006 was 324 barrels from Palmar Largo, 42 barrels from El Vinalar (21 barrels per day
for the year) and 63 barrels (5 barrels per day for the year) from Chivil.

in Argentina, net revenue for the year ended December 31, 2007, after deducting royalties at an average royalty rate of 12% of production
revenue, and after deducting tumover taxes, increased 60% to $8,059,486 ($38.76 per barrel) for oil and NGLs and decreased 40% to
$44,971 ($1.69 per Mcf) for natural gas as compared to $5,033,363 ($39.41 per barrel) and $75,488 ($1.82 per Mcf), respectively, for 2006,
01l and natural gas prices are effectively regulated in Argentina. Although production from most properties has increased due to a full year’s
production in 2007 as compared to 2006, domestic prices received have decreased due to the impact of increased export taxes levied by the
Federal Government,

In Colombia, crude oil and NGL production, after government royalties ranging from 8% to 20% and a third party two percent overriding
royalty, for the year ended December 31, 2007 increased 158% to 333,157 barrels as compared to 129,209 barrels for 2006. This increased
production includes 112,662 barrels from the Santana block, 6,533 barrels from the Guayuyaco block (excluding the Juanambu arca),
38,119 barrels from the Juanambu area and 125,163 barrels from the Chaza block (Costayaco area). The average daily production for the
year was 309 barrels per day {om the Santana block, I'66 barrels per day from the Guayuyaco block (excluding the Juanambu area), and 104
barrels per day from the Juanambu area and 343 per day from the Chaza block. For 2006, Colombia’s production and results of operations
commenced June 21, 2006 in conjunction with our acquisition of Argosy. Production after royalties was 129,209 barrels for the pertod from
June 21 to December 31, 2005, comprising 65,176 barrels from the Santana block and 64,033 barrels from the Guayuyaco block,
representing a combined average production rate of 692 barrels per day for the period (354 barrels per day for the year). The significant
increase is as result of a full year of production and two new discoveries, one in the Juanambu area of the Guayuyaco block and the other in
the Costayaco arca of the Chaza block which came on production in the third quarter of 2007. :

In Colombia, crude oil and NGL revenue, net of royalties, for the year ended December 31, 2007 increased 259% to $23,748,155 or §71.28
per barrel as compared to $6,6¢12,190 and $51.17 per barrel for 2006. Besides the increase in production as a result of the new discovery
wells arid a full year of production from the other areas, revenue increased due to the increased pricé of oil received based on a higher WTI '
price in 2007. :

) ‘. , '

Interest income earned on our cash deposits for the year ended December 31, 2007 increased 21% to $425,542 as compared to $351,872 for
2006. Although our cash balances held by corporate from funds raised mid-year 2006 through private placements have decreased, the
increase in receipts from crude oil sales throughout 2007 has offset this decrease, resulting in an increase in intcrest revenue.

Operating Expenses

Year Ended December 31,

2007 : . 2006 Change from Prior Year
Argentina Colombia Total Argentina Colombia Total Argentina + Colombia_ Total

Operating Expense ’ 7 '
Operating
Expense $ 6,327,276 § 4,097,336 $ 10,424,612 § 2,846,705 § 1,386,765 §  4.233,470 122% 195% 146%
Other -
Corporate -
Peru . . o . .
Operations 49,756 . - ) 100%

3 6,327,276 § 4,097,336 § 10474368 3 2,846,705 § 1386765 4,231,470 147%
Operating
expense per

Boe 3 3024 % 1230 § 1931 § 2193 8 1073 8 16.35 38% 15%  18%

For the year ended December 31, 2007, operating expenses increased 147% o $10,474,368 ($19.31 per Boe) compared to $4,233,470
($16.35 per Boc) in 2006, reflecting the inclusion in"2007 of a full year of Colombian and Argentine operating activities for those properties.
The operations for the new discovery wells at Juanambu and Costayaco commenced in the third quarter of 2007 contributing to the increase
tn operating costs. In 2006, Argentina’s operations included a full year operations at Palmar Largo, four months at Nacatimbay, six months
of activities at El Vinalar and cne month at Chivil. Colombia’s operations commenced June 21, 2006 as a result of the purchase of Argosy.

In Argentina, operating expenses for 2007 increased 122% 10 $6,327,276 ($30.24 per Boe) as compared to $2,846,705 for 2006 ($21.93 per
Boe). The 2007 operating costs are higher than in 2006 duc to workovers undcrtaken in 2007. Argentina’s 2007 operating costs include
$9.71 per Boe ($2.27 per Boe in 2006) of costs associated with budgeted workover projects undertaken to sustain production.
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In Colombia, operating expenses increased 195% to $4,097,336 in 2007 ($12.30 per Boc) as compared to $1,386,765 for the period June 21 .
to December 31, 2006 {($10.73.per Boe). The 2007 operating costs mcluded $2.69 per Boe ($4.11 per Boe in 2006) of budgeted workover
expense mainly carried out in the Guayuyaco block. :

Depletion, Depreciation and Accretion (“DD&A™)

‘ ' Year Ended December 31,

2007 ' 2006 ‘ Change from Prior Year
Argentina Colombia Total . Argentina Colombia ._Total .  Argentina Colombia_ Total
DD&A )
DD&A 0 2476834 3% 6.850,086 § 9326920 § 1.550,544 § 2494317 §  4.044,861 . 60% 175%  131%
Other - ' : )
Corporate ) 87,987 ) 43,576 102%
$ 9414907 § 4088437 130%
DD&A per g 1184 § 2056 $ 17.36 § 11.95 § 1930 $ 15.79 1% % 10%

Depreciation, depletion and accretion for the year ended December 31, 2007 increased 130% to $9,414,907 from $4,088,437 for 2006. For
Argentina, DD&A increased-60% 10 $2,476,834 from $1,550,544 in 2006. The increase.in Argentina is mainly due to decreased proved
reserves offset by a decreasing proved depletable cost base resulting in an 1% decrease of the DD&A rate to $11.84 per Boe.in 2007 from
$11.95 per Boe in 2006. This decreasing proved depletable cost base is a result of the mature nature of the properties held and our 2007
focused capital spending on the Colombian exploration program.

For Colombia, DD&A increased 175% to $6,850,086 from $2,494,317 for 2006. The increase in Colombia is primarily due to the increase in
production over the prior year. Though our Colombian proved reserves increased significantly in 2007, Gran Tierra Energy also invested
much of its 2007 capital spending on the Colombia exploration program. As a result, our Colombian proved depletable cost base has
significantly increased resulting in a 2007 depletion rate of $20.56 per Boe as compared to $19.30 per Boe for 2006.

The 2006 DD&A includes a full year of operations at Palmar Largo, additional Argentma acqu1stt10ns in 2006, and the inclusion of
Colombia operations in June 2006.

General and Administrative (“G&A™)

Year Ended December 31,

2007 ] ] 2006 Change from Prior Year
Argentina Colombin Total Argentina Colombia Total Argentina Coloembia Total

G&A o o
G&A 3 1,704,410 § 1,695825 § 3,400,235 % 1,122,980 § 897,494 § 2,020,474 52% 89%  68%
Other - ‘
Corporate 5 6.831,717 $ 4978330 ' 37%

$ 10,231,952 § 6993804 146%
G&A per .
Boe $ 8.15 § 509 § 18.86 § 3.65 § 695 § 27.02 -6% -27% _ -30%

Gencral and administrative costs for the year ended December 31, 2007 increased 46% to $10,231,952 from $6,998,804 for 2006. The
increase in G&A was due to the inclusion of a full year of business activities related to the acquisition of the Argosy properties in Colombia
and additional propertics in Argentina, corporate stewardship costs including Sarbanes Oxley compliance, securities registration related costs
and increased stock compensation due to increased option grants. Argentina’s G&A cost for the year ended December 31, 2007 increased
52%t0 51,704,410 from $1,122,980 in 2006 as a result of the need for increased administration staff and professional costs associated with
properties purchased late in 2006. Celombia’s G&A for the year ended December 31, 2007 increased 89% to $1,695,825 from $897,494 in
2006 mainly due to 2006 G&A costs include those costs during the period commencing on the date of acquisition of Argosy, to the year end.
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Liquidated Damages

Year Ended December 31, Change from Prior
. 2007 2006 Year
Liquidated Damages . $ 7,366,949 § 1,527,988 382%

Liquidated damages expensed in 2007 relates to liquidated damages payable to our stockholders as a result of the registration statement for
50 million units sold in the sezond quarter of 2006 not becoming effective within the period specified in the share registration rights
agreements for those securities. This registration statement became effective on May 14, 2007.

On June 27, 2007, under the tzrms of the Registration Rights Agreements, we obtained a sufficient number of consents from the signatories
to the agreements waiving our obligation to pay in cash the accrued liquidated damages. We agreed to amend the terms of the warrants
issued in the 2006 offering by reducing the exercise price of the warrants from $1.75 to $1.03 and extending the life of the warrants by one
year.

The amendment to the terms of the warrants has been reflected as an increase of $8.6 million in the value of warrants recorded on the
consolidated balance sheet.

Financial Derivative Loss

_ Year Ended
Financial Derivative Loss December 31, 2007
Realized financial derivative loss ] 391,345
Current portion of unrealized financial derivative Loss hY 1,593,629
Long-term portion of unrealized financial derivative loss 8 1,054,716
Total unrealized financial derivative loss . $ 2,648,345
Financial derivative loss $ 3,039,690

As required under the terms o f the Credit Facnllty with Standard Bank Plc, in Pebruary 0f'2007 we entered into a derivative instrument for
the purpose of oblamlng protection against fluctuations in the price of oil in respect of at least 50% ofthc June 30, 2006 Independent
Reserve Evaluation Report projected aggregaté net share of Colombian producnon after roya]nf:s for the three-year term of the Facility. In
accordance with the terms of the Facility, Gran Tierra Energy is required to maintain compliance with specified financial and operating
covenants.

4

Foreign Exchange Loss

Year Ended December 31, - Change from Prior
' ‘ 2007 2006 Year
Foreign Exchange (Gain) Loss ‘ $ (77,275) § 370,538 121%

The foreign exchange gain for the year ended December 31, 2007 increased to $77,275 from a loss of $370,538 for 2006. The foreign
exchange gain resulted from the increase in 2007 of the value of the Colombian peso as compared to the US dollar.

Income Tax
Change from
Year Ended December 31, Prior
) 2007 2006 Year
Income Tax . $ 294,767 § 677,380 -56%

The income tax expense for the year ended December 31, 2007 decreased 56% to $294,767 from $677,380 for 2006. The Colombia
operations generated a net income before tax of $11,484,448 in 2007, which resuited in a local income tax liability, offset by a 2007 income
tax recovery arising from losses of $2,740,990 incurred in Argentina. In Colombia, we have used available prior period loss carryforwards
and Colombian income tax investment incentives, which permit additional tax deductions associated with capital investment in producing oil
and natural gas properties, to decrease our current income tax otherwise payable.
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NetLoss ‘ 5 8467204 . ) § 5823704
. -~ - e

Net Income (Loss) Available to Common Shares '

Year Ended December 31,

2007 2006 Change from Prior Year

X Argentin Arge
Argentina _ Colombia Corporate Total Colombia _ Corporate Total i Colombia  Corporate  Total

Net Loss

Net loss (income)
before income '
tax $ 2474990 § (11,484.448)8 17,181,895 § 8,172,437 $ 411,028 § (1,486,075)8 6221371 § 5.146324 3502% 673% 176%  59%

Income tax

294,767 677,380 -56%

45%

Loss per share -
Bastc und
Diluted

Weighted
Average
Outstanding i S
Common 7 ’
Shares - Basic .
and Diluted 95,006,311 12,443,501 ) 3%

Loss per share -
Basic and
Diluted 3 0.09 M 008 B 13%

The net loss for the ycar ended December 31, 2007 increased 45% to $8,467,204 or $0.09 per share from a loss of $5,823,704, or $0.08 per share in
2006. This loss includes a full year of operating activities for Colombia versus just over six months in 2006. The primary reason for the increase is
due fo the liquidated damages, as explained above, corporate stewardship costs including Sarbanes Oxley compliance, securities registration Telated
costs and increased stock compensation due to increased option grants. Argentina’s 2007 operating segment loss increased 502% 1o $2,474,990 frorm
aloss of $411,028 in 2006 primarily due to the increase in budgeted workover costs required to maintain production levels. Colorhbia increased its
2007 operating segment income by 673% to $11,484.448 from $1,486,075 in 2006 is a result to the increased production realized from the new
discovery wells and the increase in price received for all production in 2007 versus 2006.
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Results of Operations for the years ended December 31, 2006 as compared to period ended December 31, 2005

Revenue and Other Income _
A summary of sélected production, revenue and price information for the year ended December 31, 2006 and the period ended Decémber 31,
2005 is presented in the following table:

Year Ended December 31, 2006 Periods Ended December 31,2005 Change from Prior Period
{\rgc Colombia -Total

Argentina . Colenibia Total : Argentina Colombia Total

Production, net of royalties (2)

0il and NGLs (Bbls) 127,712 129,209 256,921 (25,132 - 25,132 408% 100% 922%.

Gas (Mcf) 41,447 < - - 41447 180,320 - 180320  -77% - -17%
Oit, Gas and NGLs
{(Boe) (1) 129,784 129,209 258993 34,148 - 34.148 _ 280% 100% __ 658%
Revenue and other income ) ‘
Oil and NGLs (Bbls)  $5,033.363 56,612,190 § 11,645553 § 946,098 -8 946,098  432% 100% 1,131%
Gas 75,488 . 75488 _ 113,199 -8 113199 -33% - 3%
$5,108,851 $6,612,190 $ 11,721,041 $ 1,059,297 - $1,059,297 3B2% 100% 1,006%
Other - Corporate - § 351.872 - . 100%
$12,072913 $1,059,297 1,040%

Average Prices

Oil and NGLs (Per Bbl) § 3941 8 51.17 § 4533 % 37.65 -3 37.65 5% 100% 20%

Gas (Per Mcf) $ 1.82 -8 1.82 § 0.63 -8 063  189% - 189%

(1) Gas volumes are converted to barrels (“bbl's™) of oil equivalent ("Boe™) at the rate of 20 thousand cubic feet {"Mcf") of gas per barrel of il based
upon the approximate relative values of natural gas and oil. Natural Gas Liguids (NGLs") volumes are converted to Boe’s on a one-to-one basis with oil.

'
(2} Production represents production volumes adjusted for inventory changes.

Crude oil and NGL production for the year ended December 31, 2006 increased 922 % to 256,921 barrels from 25,132 barrels for the year
ended December 31, 2005. The average price received per barrel of oil increased 20% to $45.33 per barrel for 2006 from $37.65 per barrel in
2005. As a result, revenue and other income for the year ended December 31, 2006 increased 1,040% to $12,072,913 compared to
$1,059,297 for the year ended Diecember 31, 2005, The 2006 productien included Colombian production subsequent to the acquisition of
Argosy in June 20, 2006. Also, in Argentina, the 2006 results include a full year of activities at Palmar Largo, four months at Nacatimbay,
six months of activitics at El Vinalar beginning July 1, 2006, and one month of activities at Chivil, commencing December 1, 2006.
Revenues in 2005 reflect only the Argentina operations for a four month period from September 12003, the date of acquisition of the
Palmar Largo and Nacatimbay properties. Natural gas production in 2006 decreased 77% to 41,447 Mecf from 180,320 Mcf in 2006 with the
average price mcreasing 189% to $1.82 per Mcf from $0.63 per Mcf. The volume decrease was a result of an operations decision to use the
gas production for operating power generatjon and market only the unused excess,

In Argentina, crude oil and NGL preduction after 12% royalties for the year ended December 31, 2006 increased 408% to 127,712 barrels
compared to 25,132 barrels for 2005. This increased production includes 118,121 barrels from Palmar Largo, 7,644 barrels from El Vinalar
for the period July 1 to December 31, 2006, and 1,947 barrels from Chivil for December 1 to December 31, 2006. Average daily production
for these periods in 2006 was 324 barrels from Palmar Largo, 42 barrels from El Vinalar (21 barrels per day for the year) and 63 barrels (5
barrels per day for the year) from Chivil, Oil sales at Palmar Largo during 2005 were 25,132 barrels, or an average of 206 barrels per day for
the period {69 barrels per day for the year), due to severe weather conditions in Northem Argentina, as extreme rainfall and poor road '
conditions curtailed tanker truzk traffic through November and December 2005, Natural gas sales, after royalties of 12%, at Nacatimbay in
2006 were 41,447 Mcf as compared to 180,320 Mcf in 2005.

In Argentina, net revenue for the year ended December 3 1, 2006, after deducting royalties at an average royalty rate of 12% of production revenue, and
after deducting tumover taxes, increased 432% to $5,033,363 ($39.41 per barrel) for oil and NGLs and decreased 33% to $75,488 ($1.82 per Mcf) for
natural gas as compared to $946,098 ($37.65 per barrel) and $113,199 ($0.63 per Mcf), respectively, for 2005, Increased production from most properties
due to a full year’s production in 2006 as compared to a partial year's production in 2005 and increased prices received due to increased world oil prices
in 2006 as compared to 2005 have resulted in the increase in net revenue. Oil and natural gas prices are effectively regulated in Argentina.
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in Colombia, crude oil and NGL production, after royaltics ranging from 10% to 22% (including a 2 percent overriding royalty), for the year
ended December 31, 2006 increased 100% to 129,209 barrels as compared 1o nil production for 2005, Colombia’s production and results of
operations began June 21, 2006 in conjunction with our acquisition of Argosy. Production after royalties was comprised of §3,176 barrels
from the Santana block and 64,033 barrels from the Guayuyaco block, representing a combined average production rate of 692 barrels per
day for the period (354 barrels per day for the year).

In Colombia, crude oil and NGL revenue, net of royalties, for the year ended December 31, 2006 increased 100% to $6,612,190 and $51.17
per barre! as compared to no revenue for 2006.

Interest income eamned on our cash deposits was $351,872 for the year.ended December 31, 2006 and-none in 2005.

Operating Expenses

z

Year Ended December 31, Period Ended December 31,
2006 3005 Change from Prior Year
Argentina  Colombia Total Argentin Colombia Total Al:gen Colombia  Total
Operating Expense )
Qperating Expense $ 2,846,705 § 1,386,765 §4.233470 § 395287 § - $395.287 620% 100%_ 971%
Operating Expense perBoe 2193 § 10.73 § 1635 § 11.58 3 11.58 89% 100% 41%:

For the year ended December 31, 2006, operating expenses increased 971% to $4,233,470 (8316.35 per Boe) compared to $395,287 (§11.58
per Boe) in 2005, reflecting the inclusion in Argentina of operations for a full year at Palmar Largo, four months at Nacatimbay, six months
of activities at El Vinalar and one month at Chivil. Colombia’s operations commenced June 21, 2006 as a result of the purchase of Argosy.
Operating expenses totaled $395,287 for the period from incorporation on Januvary 26, 2005 to December 31, 2005, representing four months
of operations in Argentina. )

In Argentina, operating expenses for 2006 increased 620% to $2,846,705 ($21.93 per Boe) as compared to $395,287 for 2005 ($11.58 per °
Boe). The current year operating costs are higher than in the same periods of 2006 due to workovers undertaken in the current year, and
2005 contains only four months of operations commencing from the initial purchase of Argentine assets,

In Colombia, operating expenses were $1,386,765 ($10.73 per Boe) for the period June 21 to December 31, 2006. Colombia’s 2006
operating costs included $4.11 per Boe of budgeted workover expense carried out in the Guayuyaco and Santana blocks,

Depletion, Depreciation and Accretion

Year Ended December 31, Period Ended December 31,
2006 2005 Change from Prior Period
Argentina Cuiombia 'I‘ofal Argentina  Colombia  Total  Argentina Colombia Total

DD&A ) . ' o
DD&A 3 1,550,544 5 2494317 5 4,044,861 § 453,022 8 - § 453,022 242% ‘ 100%  793%-
Other -
Comorate 3 43,576 $ 9,097 379%

T 4,088.437 $ 462,119 785%:
DD&A per '
Boe $ 1195 § 19.30 § 15.79.% 13.27 b3 1353 -10% 100%  17%,

Depreciation, depletion and accretion for the year ended December 31, 2006 increased 785% to $4,088,437 from $462,119 for 2005. The
2006 DD&A includes a full year of operations at Palmar Largo, additional Argentina acquisitions in 2006, and the inclusion of Colombia
operations in June 2006. Depreciation, depletion and accretion recorded in 2005 primarily relates to the depletion of the acquisition cost for
the Argentina properties.
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General and Administrative

Year End-ed December 31, Period Ended December 31,
2006 2005 Change from Prior Period
Argentina__ Colombia Total Argentina _ Colembia Total  Argentina  Colombia  Total
G&A .. ] )
G&A $ 1,122,980 § 897494 § 2,020.474 § 331,033 % -$ 331,033 239% 100% 510%
Other - 7 o
Corporate A $ 4978330 . S 2,151,037 . 131%
$ 6,998,804 P $ 2,482,070 182%
G&AperBoe $ 8.65 § 695 8 27.02 § 9.69 3 72.69 -11% 160%  -63%

General and administrative costs for the year ended December 31, 2006 increased 182% to $6,998,804 from $2,482,070 for 2006. The
incremental increase in general and administrative costs in 2006 was primarily due to operating fully-staffed branch offices in Colombia and
Argentina, the increased level of activity related to our expansion of operations, which resulted from acquisition of the Argosy asscts in
Colombia and properties in Argentina, and costs related to the registration of our securities.

Liguidated Damages
Year Ended Period Ended
December 31, December 31, Change from Prior
] . _ . ) 2006 2005 Period )
Liquidated Damages b 1,527,988 § - 100%

Liquidated damages of $1,527,988 recorded in 2006 relate to liquidated damages payable to our stockholders as a result of the registration
statements for our securities issued in 2005 and 2006 not becoming effective within the periods specified in the share registration rights
agreements for those securities. The amount expensed includes $269,923 related to 15,047,606 units issued in the fourth quarter of 2005 and
first quarter of 2006 and $1,258,065 related to 50 million units sold in the second guarter of 2006, We did not have any liquidated damages
in 2005 ’

Foreign Exchange Loss .
' Year Ended Period Ended )
December 31, December 31, Change from Prior
- o ) 2006 2005 Period .
‘Foreign Exchange (G'ain'i_Loss. o . ‘ £ 370538 § (31,271) 1,285 %.

The foreign exchange loss for the year ended December 31, 2006 increased to $370,538 from a gain of $31,271 for 2005. The loss arose
primarily from transiation of local currency denominated transactions in our South American operations into US dotlars.

Income Tax . : ) ) .
Year Ended Period Ended
December 31, December 31, Change from Prior
3 . o 2006 2005 _ Periold ,
mcome Tax Expense (Recovery) ) $ 677,380 3§ (29,228} 2418%

The income tax expense for the year ended December 31, 2006 increased 2,418% to $677,380 from a recovery of $29,228 for 2005. The
Colombia operations generated a net income before tax of $2.4 million dollars, which resulted in a local income tax liability, offset by
income tax assets arising from losses incurred in Argentina.
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Net Income (Loss) Available to Common Shares

Year Ended December 31, ° Perlod Ended December 31, =

2006 3 2005 ' Change from Prior Period

Argentin : Argentin . Arge .
- Colombia _ Corporate Total ' ¢ Colombia_ Corporate Total ' ' Colombia  Corporate Tatal

Net Loss

Net loss {income)}
before income
tax $ 411,028 § (1,486,075)8 6,221,371 § 5,146,324 § 112445 § - 52136463 $ 2248908 266% 100% 191% 129%

Income tax 677,380 ©(29.228) -2.418%

NetLoss - : - $ 5823704 . $ 2219680 162%

Loss per share -
Basic and Diluted

Weighted Average
Outstanding
Comrmon Shares
- Basic and
Diluted 72443501 13,538,149 435

Loss per share « . v
Basic and .
Diluted * $ 0.08 S 0.16 -50%

The net loss for the year ended December 31, 2006 increased 162% to 35,823,704 or $0.08 per share from a loss of $2,219,680, or $0.16 per
share in 20035. This loss includes a full year-of operating activities at Palmar Largo and six months plus ten days of operations in Colombia,
and costs related to the share registration statements. The net loss for the period from incorporation on January 26, 2005 to December 31,
2005 reflect four months of operating activity in Argentina; twelve months of business activity and Sugmfcant costs relating fo the
November 10, 2005 share exchange transactions. :

Liquidity and Capltal Resources:

During 2007, we relied upon cash provided by operations and the proceeds of 2006 private placements 10 fund ongoing operations and our
capital investment program. As of December 31, 2007, our cash and cash equivalents balance was $18,188,817 and our current assets
(including cash and cash eguivalents balance) less current liabilities were $8,058,049, compared to cash and cash equivalents of $24,100,780
and current assets (including cash and cash equivalents balance) less current liabilities of $14,541,498 at December 31, 2006. We also have a
credit facility with a bank that provides for borrowing in an amount based on the present value of our petroleum reserves, up to a maximum
of $50 million, described below.

Effective February 28, 2007, we entered into a credit facility with Standard Bank Ple. The facitity has a three-year term which may be
extended by agreement between the parties. The borrowing base is the present value of our petroleum reserves up to maximum of

$50 million. The initial borrowing base is $7 million and the borrowing base will be re-determined semi-annually based on reserve
evaluation reports, As a result of Standard Bank Plc’s review of our Mid-Year 2007 Independent Reserve Audit, we have received -
preliminary approval to increase our borrowing base to $20 million. The facility includes a letter of credit sub-limit of up to 35 million,
Amounts drawn down under the facility bear interest at the Euredoliar rate plus 4%. A stand-by fee of 1% per annum is charged on the un-
drawn amount of the borrowing base. The facility is secured primarily by our Colombian assets. Under the terms of the facility, we are
required to maintain compliance with specified financial and operating covenants. We were required to enter into a derivative instrument for
the purpose of obtaining protection against fluctuations in the price of oil in respect of at least 50% of the June 30, 2006 Independent
Reserve Evaluation Repont projected aggregate net share of Colombian production after royalties for the three-year term of the Facility. As
of December 31,2007, no amounts have been drawn-down under the facility. In accordance with the terms of the credit facility with
Standard Bank Plc, we entered into a costless collar hedging contract for crude oil based on West Texas Intermediate (*“WTI”) price, with a
floor of $48.00 and a ceiling of $80.00, for a three-year period, for 400 barrels per day from March 2007 to December 2007, 300 barrels per
day from January 2008 to December 2008, and 200 barrels per day from January 2009 to February 2010. For the year ended December 31,
2007, we recorded a loss of 3,039,690 on denivative financial instruments.

During the year ended December 31, 2007, we reduced our cash balances by $5,911,963 as compared to an increase in 2006 of $21,879,324.
"Net cash provided by operating activities for the year ended December 31, 2007 increased to $8,761,439 as compared to $2,010,056 for
2006. The increase was mainly due to the significant increase in oil production and the associated sales price received offset by costs
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associated with budgeted workovers in both Colombia and Argentina, G&A expenditures associated with increased stewardship costs,
including Sarbanes Oxley related expenditures, and securities registration issues, as further explained above in our review of the results of
operations. Net cash used in investing activities for the year ended December 31, 2007 decreased 68% to $15,392,705 from $48,206,588 in
2006. During 2007, we expended $15,796,332 (net of changes in non-cash working capital related to capital expenditures of $232,822) in oil
and gas property expenditures relating to our drilling and other oilfield activities primarily in Colombia as compared 0 $10,274,139 (net of
changes in non-cash working capital expenditures of $8,026,375) for 2006. In 2006, we expended $36,911,959 related to the purchase of
Argosy. Net cash provided by financing activities for the ycar ended December 31, 2007 was $8719,303 as a result of the issuance of
common shares upon excrcise of warrants. [n 2006, net cash provided by financing activities was 568,075,856 mainly as a result of the
issuance of common shares through private placements. . :

During the year ended December 31, 2006, we increased our cash balances by $21,879,324 and funded our capital expenditures and
operating expenditures from proceeds of a series of private placements of our securities. Cash inflows comprised $2,010,056 from operating
activities and $68,075,856 from financing activities, offset by cash outflows of $48,206,588 for investing activities. Proceeds from private
placements included $75.000.000, less issue costs of $6,303,699, from the sale of 50,000,000 units of our securities in June 2006, $610,000
from the sale of 762,500 units in the first quarter of 2006, and proceeds from the exercise of warrants to purchase commeon stock. However,
of the amount raised, $1,280,951 was held in escrow at December 31, 2006, and the helders of those units had the right to return the units to
us and receive their purchase price back under the terms of the escrow agreement because we were unable to obiain a securities laws
exemption for those holders by a specified date. At December 31, 2006, we were in discussions with those stockholders regarding whether
ot not they would exercise that right. :

During 2003, we funded the majority of our capital expenditures from funds received through three private placements of our securities.
Cash inflows from financing aciivities were $13,206,116, offset by cash outflows of $2,277,065 from operating activities and $8,707,595 for
investing activities. Proceeds from private placements included $11,428,084 from the sale of 14,285,106 units of our securities in the fourth
quarter of 2005.

Capital expenditures for the year ended December 31, 2006 were 347,186,098 (net of changes in non-cash working capital related to capital
expenditures of $8,026,375) and were primarily related 10 the Argosy purchase in Colombia, the purchase of the El Vinalar and CGC
properties in Argenlina, development activity at Palmar Largo, drilling activities in Colombia, and office equipment and leaschold
improvements in both Calgary and Argentina. During 2003, capital expenditures for the period from incorporation on January 26, 2005 to
December 31, 2005, were $8,707,595, predominantly for the acquisition cost of the Palmar Largo, Nacatimbay and Ipaguazu interests in
Argentina.

During the year ended December 31, 2007, we spent $15,976,332 (net of changes in non-cash working capital related to capital expenditures
of $232,822) on capital projects. During 2007, we drilled seven wells, conducted several workovers of existing wells, and conducted
technical studies on our existing acreage.

In Argentina, capital expenditures for the year ended December 31, 2007, were $1,679,305, including $222,932 of accrued expenditures at
December 31, 2007. We incurred costs of $659,704 10 complete the Puesto Climaco-2 sidetrack well in the Vinalar Block which was drilled
in December 2006, Capital expenditures also include the acquisition and reprocessing of seismic in several areas, facility upgrades in Parma
Largo and non-cash capitalized stock-based compensation expense. ,

In Colombia, capital expenditurzs for the year ended December 31, 2007, were $14,214,835, including $7,984,841 of accrued expenditures
at December 31, 2007. In Colombia, we drilled six new wells in 2007. We drilled the Laura-1 exploration well in the Talora Block in
January 2007, the Caneyes-1 exploration well in the Rio Magdalena Block in February 2007, and the Soyona-1 and Cachapa-1 exploration
wells in the Primavera Block in April and March 2007, respectively. These wells were plugged and abandoned. We drilled the Caneyes-1
well at a net cost to us of $1,669,888 and the drilling costs for the three other wells were paid by our partners.

We drilled successful wells in the Chaza and Guayayaco areas. We drilled the Juanambu-1 well in March 2007 and encountered
hydrocarbon shows in four zones. Testing established the presence of a significant oil accumulation. We drilled and tested the Coslayace-1
well, which also indicated a significant accumulation of oil in a number of zones. Consequently, our proven reserves in Colombia have
substansially increased. We put these wells on production in the third quarter of 2007. We drilled the Juanambu-1 and Costayaco-1 wells and
commenced drilling of Costayaco-2 for a net cost of $7,598,626. We incurred costs of $4,946,321 on other projects in Colombia during 2007
including $1,673,349 for completion of a 3-D seismic program in Costayaco and $1,162,923 related to a 2-D seismic program in the Rio
Magdalena block. A

We expect to incur additional development costs as facilities are upgraded in both locations to facilitate production. In addition, we initiated
drilling of Costayaco-2 in December 2007 and completed drilling and ¢ased the well in January 2008. We commenced drilling Costayaco-3
in January 2008. We are planning further field development in these arcas as a result of the Costayaco and Juanambu discoveries. We
completed a new 3-D seismic data acquisition program over the Costayaco structure to optimize positioning of firture drilling locations. .

In Peru, opérations in 2007 included technical studies of Block 122 and Block 128 and the initiation of an aero magnelic and gravity survey
over both blocks. This program commenced in the fourth quarter of 2007 and we expect it to be completed in 2008. Expenditures in 2007
were $656,244, with estimated expenditures to complete the work in 2008 of $1.5 million.
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Plans for 2008 include the drilling of two exploration wells (at no cost to Gran Tierra Energy) and six development wells (approximately
48% of the cost to be paid by Gran Tierra Energy) in Colombia and one exploration well (50% of the cost to be paid by Gran Tierra Energy)
in Argentina along with related facility and pipeline infrastructure for a total capital expenditure budget of $56.8 million, We contemplate
several well workovers for wells on existing producing and shut-in fields. In addition to current budgeted projects, we may pursue new
ventures in South America, in arcas of current activity and in new regions or countries. There is no assurance additional opportunities will be
available, or if we participate in additional opportunities that those opportunities will be successful. Based on projected production, prices
and costs, we believe that our current operations and capital expenditure program can be niaintained from cash flow from existing
opcrations, cash on hand, and our credit facility, barring unforeseen events or a severe downturn in oil and gas prices. Should our operating
cash flow decline, we would examine measures such as reducing our capital expenditure program, issuance of debt, or issuance of equity.

Future growth and acquisitions will depend on our ability to raise additional funds through equity, warrant exercises and/or debt markets. .
During 2005 and 2006 we completed financing initiatives to support acquisition initiatives, which have also brought additional production
and cash flow into our company. Increases in the borrowing base under our credit facility are dependent on our success in increasing oil and
gas reserves and on future oil prices. Additional funds will be provided to us as holders of our warrants to purchase common shares decide to
exercisc the warrants.

Our initiatives to raise debi or equity financing to fund capital expenditures or other acquisition and development opportunities may be
affected by the market value of our common stock. If the price of our common stock declines, our ability to utilize our stock to raise capital
may be negatively affected. Also, raising funds by issuing stock of other equity securities would further dilute our existing stockholders, and
this dilution would be exacerbated by a decline in stock price, Any securities we issue may have rights, preferences and privileges that are
senior to our existing equity securitics. Borrowing money may also invelve further pledging of some or all of our assets that are not currently
pledged under our existing credit facility.

Off-Balance Sheet Arrangements

As at December 31, 2007 and 2006, we had no off-balance shect arrangements,
Contractual Obligations

Gran Tierra Encrgy holds three categories of operating leascs: office, vehicle and housing: We pay monthly costs of $57,638 for office
leases, $4,791 for vehicle leases, $9,400 for a compressor and $2,561 for certain employee accommodation leases in Colombia.

We entered into four capital leases in 2006 for office equipment in Calgary, Canada. The leases expire between 2008 and 2011. As of
December 31, 2007 capital assets were valued at $21,841 (net of amortization of $17,870). Total rent expense for 2007 was $291,975 (2006
- $221,477; 2005 - $26,904). :

Capital lcase agreements contain interest rates between 4.75 and 20.5 percent and mature over one to four years. [nterest expense incurred
under these capital leases to December 31, 2007 was $2,657 (2006 - $2,346).

We have contracted with a third party to provide catering services for our field operations in Colombia. The contract ends January 14, 2009
The remaining contractual commitment is $280,771 to be incurred evenly over the remaining duration of the contract.

We have contracted with a third party to provide a helicopter for field transportation for our Colombia field operations. The contract ends
September 30, 2008. The minimum obligation under the contract is for 30 flight hours per month at a rate of $880 per hour. The remaining
nine month obligation is $237,600, -

Future lease payments and other contractual obligations at December 31, 2007 are as follows:

Payments Due in Period

Less than 1 - more than 3
Total year 1-3-Ycars 3-5 years years
Catcring contract obligation § 280,771 § 269,540 3 11,231 % -8 -
Helicopier contract obligation ) 237,600 237,600 - - -
Operating lease obligations 2,581,233 833,799 1,460,629 286.805 -
Capital lease obligations 20,056 9,991 ) 10,065 - -

Total $ 3,l]9,66‘0 $  1,350930 8 1,481,925 § 286,803 § -
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Critical Accounting Estimates
Use of Estimates

The consolidated financial statements have been prepared in accordance with generally accepted accounting principles in the United States
of America (“GAAP™). The preparation of financial statements in accordance with GA AP requires the use of estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosures of contingent asscts and liabilities at the date of the consolidated financial
statemenis, and revenues and expenses during the reporting period.

The critical accounting policies used by management in the preparation of our conselidated financial statements are those that are important
both to the presentation of our financial condition and results of operations and require significant judgments by management with regards to
estimates used. Our critical accounting policies and significant judgments and estimates related to those policies arc discussed below, We
have reviewed these critical accounting policics with the Audit Committee of the Board of Directors.

il and Gas Accounting-Reserves Determination

We follow the full cost method of accounting for our investment in oil and natral gas properties, as defined by the SEC, as described in note
2 to our consolidated financial statements. Full cost accounting depends on the estimated reserves we believe are recoverable from our oil
and gas reserves. The process of estimating reserves is complex. 1t requires significant judgments and decisions based on available
geological, geo-physical, engineering and economic data.

To estimate the economically recoverable oil and natural gas reserves and related future net cash flows, we incorporate many factors and
assumptions including:

. expected reservoir characteristics based on geological, geophysical and enginecring assessments;

. future production rates based on historical performance and expected future operating and investment activities;
* future oil and gas quality ditferentials;

* assumed effects of regulation by governmental agencies; and

* future development and operating costs.

We belicve our assumptions are reasonable based on the ‘information available to us at the time we prepare our estimates. However, these
estimates may change substantially as additional data from ongoing development activities and production performance becomes available
and as economic conditions impacting oil and gas prices and costs change.

Management is responsible for estimating the quantitics of proved oil and natural gas reserves and for preparing related disclosures.
Estimales and related disclosures are prepared in accordance with SEC requirements and generally aceepted industry practices in the US as’
prescribed by the Society of Petroleum Engineers. Reserve estimates are audited at least annually by independent qualified reserves
consultants, Gaffney, Cline & Associates Inc.

Our board of directors oversees the annual review of our oil and gas reserves and related disclosures. The Board meets with management
periodically to review the reserves process, results and related disclosures and appoints and meets with the independent reserves consultants
to review the scope of their work, whether they have had access to sufficient information, the nature and satisfactory resolution of any
material differcnces ofopinio_n, and in the case of the independent reserves consultants, their independence.

Reserves estimales are critical to many of our accounting estimates, including:

. Determining whether or not an exploratory well has found economically producible reserves.
. Caléulating our unit-of-production depletion rates. Proved reserves estimates are used to determinc rates that are

applied to cach unit-of-production in calculating our deplction expense.

. Assessing, when necessary, our-oil and gas assets for impairment. Estimated future cash flows are determined using
) proved rescrves. The critical estimates used to assess impairment, including the impact of changes in reserves
estimates, are discussed below,
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Oil and Gas Accounting and Impairment

The accounting for and disclosure of oil and gas producing activitics requires that we choose between GAAP alternatives. We use the full
cost method of accounting for our oil and natural gas operations. Under this method, separate cost centers are maintained for cach country in
which we incur costs, All costs incurred in the acquisition, exploration and development of properties (including costs of surrendered and
abandoned leascholds, delay lease rentals, dry holes and overhead related 1o exploration and development activities) are capitalized. The sum
of net capitalized costs and estimated firture development costs of oil and natural gas properties for each full cost center are depleted using
the units-of-production method. Changes in estimates of proved reserves, future development costs or asset retirement obligations are
accounted for prospectively in our depletion calculation.

Investments in unproved properties are not depleted pending the determination of the existence of proved reserves. Unproved properties are
assessed periodically to ascertain whether impairment has occurred. Unproved properties the costs of which are individually significant are
assessed individually by considering the primary lease tcrms of the propertices, the holding period of thé properties, and geographic and
geologic data obtained relating to the properties. Where it is not practicable to individually assess the amount of impairment of properties for
which costs are not individually significant, these propenties are grouped for purposes of assessing impairment. The amount of impairment
assessed is added to the costs to be amortized in the appropriate full cost pool,

Companies that use the full cost method of accounting for oil and natural gas exploration and development activities are required to perform
a ceiling test calculation each quarter on a country-by-country basis. The ceiling limits these pooled costs to the aggregate of the after-tax,
present value, discounted at 10%, of future cash flows attributable to proved reserves, known as the standardized measure, plus the lower of
cost or market value of unproved propertics less any associated tax cffects. Cash flow estimates for our impairment assessments require
assumptions about two primary elements — constant prices and reserves. 1t is difficult to determine and assess the impact of a decrease in
our proved reserves on our impairment tests. The relationship between the reserves cstimate and the estimated discounted cash flows is
complex because of the necessary assumptions that need to be made regarding period end production rates, period end prices and costs. If
these capitalized costs exceed the ceiling, we will record a write-down to the extent of such excess as a non-cash charge to eamings. Any
such write-down will reduce earnings in the period of occurrence and result in lower DD&A expense in future periods. A write-down may
not be reversed in future periods, even though higher oil and natural gas prices may subsequenily increase the ceiling. Due 1o the complexity
of the calculation, we are unable to provide a reasonable sensitivity analysis of the impact that a reserves estimate decrease would have on
our assessment of impairment. A reduction in oil and natural gas prices and/or estimated quantities of oil and natural gas rescrves would
reduce the ceiling limitation and could result in a ceiling test write-down.

We assessed our oil and gas properties for impairment as at December 31, 2007, 2006 and 2005 and found no impairment write-downs were
required based on our assumpttons. Estimates of standardized measure of our future cash flows from proved reserves were based on realized
crude oil prices of $§90.01 in Colombia and $42.00 for our Argentina properties as at December 31, 2007. A future reduction in oil prices
and/or quantities of proved reserves would reduce the ceiling limitation and may result in a ceiling test write-down.

Asset Retirement Obligations

We are required to remove or remedy the effect of our activities on the environment at our present and former operating sites by dismantling
and removing production facilities and remediating any damage caused. Estiinating our future asset retirement obligations requires us to
make estimates and judgments with respect to activities that will occur many years into the future. In addition, the ultimate financial impact
of environmental iaws and regulations is not always clearly known and cannot be rcasonably estimated as standards evolve in the countries
in which we operate.

We record assct retirement obligations in our consolidated financial statements by discounting the present value of the estimated retirement
obligations associated with our 0il and gas wells and facilities and chemical plants. In arriving at amounts recorded, we make numerous
assumptions and judgments with respect to ultimate settlement amounts, inflation factors, credit adjusted discount rates, timing of scttlement
and expected changes in legal, regulatory, environmental and political environments. The asset retircment obligations we have recorded
result in an increase to the camrying cost of our property, plant and equipment. The obligations are accreted with the passage of time. A
change in any onc of our assumptions could impact our asset retircment abligations, our property, plant and equipment and our net income.

[t is difficult to determine the impact of a change in any one of our assumptions. As a result, we are unable to provide a reasonable sensitivity analysis of
the impact a change in our assumptions would have on our financial results. We arc confident, however, that our assumptions are reasonable,

Gaodwill

Goodwill represents the excess of purchase price of business combinations over the fair value of net assets acquired and we test for
impairment at least annually. The impairment test requires allocating goodwill and all other assets and liabilities to reporting units. We
estimate the fair value of each reporting unit and compare it to the net book value of the reporting unit. If the estimated fair value of the
reporting unit is less than the net book value, including goodwill, we write down the goodwill to the implied fair value of the goodwill
through a charge to expense. Because quoted market prices are not available for our reporting units, we estimate the fair values of the
reporting units based upon estimated future cash flows of the reporting unit. The goodwill on our financial statements was a result of the
Argosy acquisition, and relates entirely to the Colombia reporting segment.
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Deferred Income Taxes . . . : ‘

| We follow the liability method of accounting for income taxes whereby we recognize future income tax assets and liabilities based on
temporary differences inreportzd amounts for fi nancial statement and tax purposes, We carry on business’in several countries and as a’

result, we are subject to income taxes in numerous jurisdictions. The determination of our income tax provision is'inherently complex and
we are required to interpret continually changing regulations and make certain judgments. While i income tax filings are subject to audits and
reassessmeénts, we believe we have made adequate provision for all income tax obligations, However, changes in facts and circumstances as
a result of income tax audits, reassessments, jurisprudence and any new legislation may result in an increase or decrease in our provision for
income taxes.

To assess the realization of defzrred tax assets, management considers whether it is more likely than not that some portion or all of the
deferred tax assets will not be tealized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable
income during the periods in which those temporary differences become deductible. We consider the $cheduled reversal of deferred tax -
liabilities, projected future taxable income and tax planning strategics in making this assessment. As of December 31, 2007, we had no
deferred tax assets for which n‘anagement con51ders realization i more likely than not

] ]

Share-Based Pa ymem Arrangements-

We record share-based payment arrangements in accordance with SEAS 123 (reﬁscd 2004), “Share-Based Payment” (“SFAS 123R™) which
requires the measurement and recognition of compensation expense for all share-based payment awards made to employees and directors
including employee stock options based on estimated fair values. :

SFAS 123R reguires companies to estimate the fair value of share-based payment awards on the date of grant using an option-pricing model.
The value of the portion of the award that is ultimately expected to vest is recognized as expense over the requisite service periods inour
Consolidated Statement of Operations. ’

Under SFAS 123R, share-based compensation expense recognized during the period is based on the value of the portion of share-based
payment awards that is ultimately expected to vest during the period. Compensation expense is recognized using the accelerated method. As
share-based compensation expense recognized in the Consolidated Statements of Operations is based on awards ultimately expected to vest,
it has been reduced for estimated forfeitures. SFAS 123R requires forfeitures to be estimated at the time of grant and revised, if necessary, in
subsequent periods if actual forfeitures differ from those estimates.

Under SFAS 123 R, we utilized a Black-Scholes option pricing model to measure the fair value of stock options granted to employees. Our
determination of fair value of share-based payment awards on the date of grant using an option-pricing model is affected by our stock price
as well as assumptions regarding a number of highly complex and subjective variables. These variables include, but are not limited to, our
expected stock price volatility over the term of the awards, and actual and projected employee stock option exercise behaviors.

Option-pricing moedels were developed for use in estimating the value of traded options that have no vesting or hedging restrictions and are
fully'transferable. Because (1) our employee stock options have cenain characteristics that are significantly different from traded options,
and (2) changes in the subjective assumptions can materially affect the estimated value, in management’s opinion, the existing valuation
models may not provide an ac:urate measure of the fair value of our employee stock options. Although the fair value of employee stock
options is determined in accordance with SFAS No. 123R using a Black-Scholes option-pricing model, that value may not be indicative of
the fair vaiue observed in a willing buyer/willing seller market transaction. We are responsible for determining the assumptions used in
estimating the fair value of its share-based payment awards. ' '

Warrants

We follow the fair-value method of accounting for warrants issued to purchase our common stock. The change of $8.6 million in the fair
value of warrants issued in the 2006 Offering, arising from the amendment to the terms of the warrants in connection with the settlement of
the liability for liquidated damages, was deterniined using a Black-Scholes warrant pricing model based on a 25% volzmhty rate, which
reflects a typlca] volatility rate used to value this type of financial instrunient.

New Accounting Pronouncements

In July 2006, the FASB issued FIN 48 (FASB Intetpretation Number) Accounting for Uncertainty in Income Taxes with respect to FAS 109
Accounting for Income Taxes regarding accounting for and disclosure of uncertain tax positions. This gnidance secks to reduce the diversity
in practice associated with certain aspects of the recognition and measurement related to accounting for income taxes. FIN 48 prescribes a
recognition threshold and measurement attribute for the financial statement recognition and measurement of a tax posmon taken or'expected
1o be taken in a tax return. The interpretation requires that we recognize the impact of a tax position in the financial staterments if that
position is more likely than not of being sustained on aiidit, based on the technical'merits of the position. FIN 48 also provides guidance on
derecognition, classification, interest and penalties, accounting in interim periods arid disclosure: In accordance with the provisions of FIN
48, any cumulative effect resulting from the change in accounting principle is to be recorded as an adjustment to the opening balance

of accumulated deficit. This interpretation is effective for fiscal years beginning after December 15, 2006 and its adoption on January 1,
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2007 did not have a material impact on our consolidated financial statements and did not require us to record any amounts in the financial
statemnents, ’

In September 2006, the FASB issued SFAS 157, Fair Value Measurements. SFAS 157 defines fair value, establishes a framework for
measuring fair value under US generally accepted accounting principles and expands disclosures about fair value measurements. This
statement is effective for fiscal years beginning after November 15, 2007. The provisions of SFAS 157 are to be applied prospectively,
except for the initial impact in certain situations, which are required to be recorded as an adjustment to the opening balance of retained
earnings in the year of adoption. We do not expect the adaption of this statement will have a material impact on our results of operations or
financial position. ‘

In December 2006, the FASB issued Staff Position (FSP) EITF 00-19-2, dccounting for Registration Payment Arrangements. FSP EITF 00-
19-2 specifies that the contingent obligation to make future payments or otherwise transfer consideration under a registration payment
arrangement, whether issued as a scparaie agreement or included as a provision of a financial instrument or other agreement, should be
separately recognized and measured in accordance with SFAS No..5, Hccoumingfor Contingencies . This FSP is effective for fiscal years
beginning after December 15, 2006. We carly adopted this FSP during the year ended December 31, 2006 and recorded $1,258,065 in
liquidated damages as an expense in the consolidated statement of operations and deficit and the same amount in accrued liabilities at
December 31, 2006. For the year ended December 31, 2007, we expensed an additional amount of $7,366,949. As at December 31, 2007, we
had an accumulated expense for liquidated damages of $8,625,014. Pursuant to an amendment of terms of Registration Rights Payments
with respect to the assaciated shareholder agreement, our shareholders waived the right to settle the liquidated damages in cash and in lieu
agreed to an amendment of the exercise price of the warrants from $1.75 to $1.05 on June 27, 2607, and an extension of one year in the term
for the warrants. The settlement of the liquidated damages is reflected as an increase to the value of the warrants included in the
shareholders” equity section of the consolidated balance sheet.

In February 2007, the FASB issued SFAS 159, “The Fair Value Option for Financial Assets and Financial Liabitities”. SFAS 159 permits an
entity to elect fair value as the initial and subsequent measurement attribute for many financial assets and Kabilities. Entities electing the fair
value option would be required to recognize changes in fair value in eamings. Entities electing the fair value option are required to
distinguish on the face of the statement of financial position, the fair value of assets and liabilities for which the fair value option has been
¢lected and similar assets and liabilities measured using another measurement attribute. SFAS 159 is effective for our fiscal year 2008. The
adjustment to reflect the differcnce between the fair value and the carrying amount would be accounted for as a cumulative-effect adjustment
to retained earnings as of the date of initial adoption. We do not expect the adoption of this statement will have a material impact on our
results of operations or financial position. ' :

In December 2007, the FASB issued SFAS 141 (R), “Business Combinations ", and SFAS 160, * Noncontrolling Interests in Consolidated
Financial Statements”, SFAS 141 (R) requires an acquirer to measure the identifiable assets acquired, the liabilities assumed and any
noncontrolling interest in the acquiree at their fair values on the acquisition date, with goodwill being the excess value over the net
identifiable assets acquired. SFAS 160 clarifies that a noncontrolling interest in a subsidiary should be reported as cquity in the consolidated
financial statements. The calculation of camings per share will continue to be based on income amounts attributable to the parent. SFAS 141
(R) and SFAS 160 are effective for financial statements issued for fiscal years beginning after December 15, 2008, Early adoption is
prohibited and the provisions are applied prospectively. We have not yet determined the effect on our consolidated financial statements, if
any, upon adoption of SFAS 141 (R) or SFAS No. 160,

Item 7A. Quantitative and Qualitative Disclosure about Market Risk

Qur principal market risk relates to oil prices. We have not hedged these risks in the past. Essentially 100% of our revenues are from oil
sales at prices which are defined by contract relative to West Texas Intermediate and adjusted for transportation and quality, for each month.
In Argentina, a further discount factor which is related to a tax on oil exports establishes a commeon pricing mechanism for al! oil produced
in the country, regardless of its destination.

In accordance with the terms of the credit facility with Standard Bank Plc, which we entered into on February 28, 2007, we entered into a
costless collar hedging contract for crude oil based on West Texas intermediate (“WTI™} price, with a floor of $48.00 and a ceiling of
$80.00, for a three-year period, for 400 barrels per day from March 2007 to December 2007, 300 barrels per day from January 2008 to
December 2008, and 200 barrels per day from January 2009 to February 2010, At December 31, 2007, the value of this costless collar was a
loss 0f $2,648,346. A hypothetical 10% increase in WTI price on December 31, 2007 would cause the loss to increase by approximately
$1,475,168, and a hypothetical 10% decrease in WTI price on December 31, 2007 would cause the loss to decrease by approximately
$1,258,675.

We consider our exposure to interest rate risk to be immaterial. Interest rate exposures relate entirely to our investment portfolio, as we do
not have short-term or long-term debt. However, if we draw down amounts under our credit facility with Standard Bank Plc, we will incur
interest rate risk with respect te the amounts drawn down and owtstanding. Qur investment objectives are focused on preservation of
principal and liquidity. By policy, we manage our cxposure to market risks by limiting investments to high quality bank issuers at overnight
rates. We do not hold any of these investments for trading purposes. We do not hold equity investments.

Foreign currency risk is a factor for our company but is ameliorated to a large degree by the nature of expenditures and revenues in the
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countries where we operate. We have not engaged in any formal hedging activity with regard to foreign currency risk. Our reporting,
currency is U.S. dollars and essentially 100% of our revenues are related to the 1U.S. price of West Texas intermediate oil. In Colombia, we
receive 75% of oil revenues in U.S. doltars and 25% in Colombian pesos at current exchange rates, The majority of our capital expenditures
in Colombia are in U.S. dollars and the majority of tocal office costs are in local currency.’As a result, the 75%/25% allocation between U.S.
dollar and peso denominated revenues is approximately balanced between U.S. and peso expenditures, providing a natural currency hedge.
In Argentina, reference prices for oil are in U.S. dollars and revenues are received in Argentine pesos according to current exchange rates.
The majority of capital expenditures within Argentma have been in U.S. dollars with local office costs generally in pesos. While we operate
in South America exclusively, the majority of our spending since our inauguration has been for acqutsmons The majority of these
acquisition expenditures have bezn valued and paid in U.S. dollars.

Item 8. Financial Statements and Supplementary Data.
Report of Independent Registered Chartered Accountants
To the Board of Directors and Shareholders of Gran Tierra Energy Inc.

We have audited the accompanying consolidated balance sheets of Gran Tierra Energy Inc. and subsidiaries {the “Company”) as of
December 31, 2007 and 2006, and the related consolidated statements of operations, stockholders’ equity and cash flows for each of the two
vears then ended, and for the period from incorporation on January 26, 2005 to December 31, 2005. These financial statements are the
responsibility of the Company's management. Qur responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards and the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In cur opinion, these consolidated financial statements present fairly, in all material respects, the financial position of Gran Tiemra Energy
Inc. and.subsidiaries as of December 31, 2007 and 2006, and the results of their operations and their cash flows for each of the two years
then ended and for the period from incorporation on January 26, 2005 to December 31, 2005 in accordance with accounting principles
generally accepted in the United States of America.

As discussed in Note 13, the accompanying 2007 and 2006 consolidated financial statements have been restated. We therefore withdraw our
previous report dated March 7, 2008 on those financial statements, as originally filed.

We have also audited, in accordznce with the standards of the Public Company Accounting Oversight Board (United States), the Company’s
interhal control over financial reporting as of December 31, 2007, based on the criteria established in Internal Control - Integrated .
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated March 7, 2008 (May
12, 2008 as to the effects of the material weakness), expressed an adverse opinion on the Company s interal control over financial reporting
because of a material weakness. ;

78/ Deloitte & Touche LLP
Independent Registered Chartered Accountants

Calgary, Canada
March 7, 2008 (May 12, 2008 as to the éffects of the restatement discussed in Note 13)

50




Gran Tierra Energy Inc.

Consolidated Statements of Operations and Accumulated Deficit
For the Years ended December 31, 2007 and 2006 and
For the Period from Incerporation on January 26, 2005 to December 31, 2005

REVENUE AND OTHER INCOME
Ol sales
Natural gas sales

Interest

EXPENSES
Operatirg
Depletion, depreciation and accretion
Gencral and administrativc
Liquidated damages
Derivative financial instruments

Foreign exchange (gain) loss

LOSS BEFORE INCOME TAX

Income tax
NET LOSS AND COMPREHENSIVE LOSS
ACCUMULATED DEFICIT, beginning of period
ACCUMULATED DEFICIT, end of peviod

NET LOSS PER COMMON SHARE — BASIC & DILUTED

Weighted average common shares outstanding — basic & diluted

(See notes to the consolidated financial statements}
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Périod Ended December 31,
2007 . 2006 ' 2005

(Expressed in U.S. dollars)

$ 31,807,641 3 11,645553 § 946,098
44,971 75,488 113,199
425,542 351,872 —

32,278,154 12,072,913 1,059,297
10,474,368 4,233,470 © 395,287
9,414,907 4,088,437 462,119
10,231,952 6,998,804 2,482,070
7,366,949 1,527,988 —
3,039,690 — - =
(77,275) 370,538 (31.271)
40,450,591 17,219,237 3,308,205
(8,172,437) (5,146,324) (2,248,908)
(294,767) (677.380) 29228

$  (8,467,204) $  (5823,704) $  (2,219,680)
(8,043,384) {2,219.680) —

$  (16,510,588) $  {B,043,384) $  (2,219,680)
(0.09) (0.08) (0.16)
95.096,311 72,443,501 13,538,149
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Gran Tierra Energy Inc.
Consolidated Balance Sheets

1

Year Ended December 31,
2007 2006
(Expressed in U.S. dollars)

ASSETS

"Current assets - .
Cash and cash equivalents $ 18.188,817 § 24,100,780
Restricted cash — 2,291,360
Accm.mts reccivable 10,694,705 5,089,561
Inventory i . 786,921 811,991
Taxes receivable 1,177,076 404,120
Prepaids i o 442.27] 676,524

~ Deferred tax asset (Note 8) o \ . __ 220,000 —

Total Current Assets . . 31,509,790 33,374,336

Qil and gas properties, using the full cost method of accounting .
Proved 44,292.203 37,760,230

Unproved o i 18,910,229 18,333,054

'l:oLat Oi.l at{d Gas Properties 7 ‘ ‘ 63,202,432 56,093,284
Other assets _ 715,470 614,104
Total Property, Plant and Equipment (Note 5) . 63,917,902 56,707,388

Long term assets

Deferred tax asset (Note 8) ) 1,838,436 444 324
Taxes receivable ‘ 525,350 —

Other long-term assets ' — 5,826
Goodwill ) 15,005,083 15,005,083
Total Long Term Assets 17,368,869 15.455,233

.~ Total Assets ) ) . $ 112,796,561 & 105,536,957

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Habilities

Accounts payable (Note 9) ) $ 11,327,292 % 6,729,839

Accrued liabitities (Note 9) . ) - 6,138,684 8,932,966
Liquidated damages , ) e 1,527,988
Derivative financial instrume'ms (Note 11) i 1,593,629 —
_ Current taxes payable ) i 3,284,334 1,642,045
Deferred tax liability (Note 8) _ - 1,107,802 —_—
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Total Current Liabilities 23451741 18.832,838

Long term liabilities _ 131,821 19,077
Deferred tax liability (Note 8) 9,234,926 7,153,112
Deferred remittance tax 1,332,016 2,722,545
Derivative financial instruments (Note 1) 1,054,716 —
Asset retirement obligation (Note 7) _ 799,486 594,606
Total Long Term Liabilities - _ - 12,552,965 10,509,340

Sharcholders’ equity )
Common shares (Note 6) ) _ 95,176 95,455
(80,389,676 and 78,789,104 common shares and 14,787,303 and 16,666,661

exchangeable shares, par value $0.081 per share, issued and outstanding as at
December 31, 2007 and 2006, respectively)

Additional paid in capital 7 72,457,519 71,311,155

Warrants . - 20,749,748 12,831,553

Accumulated deficit (16,510,588) (8,043,384)
Total Shareholdess” Equity 76,791,855 76,194,779 .
Total Liabilities and Shareholders’ Equity $ 112,796,561 § 195,536,957

(See notes to the consolidated financial statements)

53




Gran Tierra Energy Inc.

Consolidated Statements of Cash Flow
For the Years ended December 31, 2007 and 2006 and

For the Period from Incorporation on January 26, 2005 to December 31, 2005

Operating Activities
Net loss

Adjustments to reconcile net loys to net cash provided by

operating activities:
Depletion, deﬁreciation and accretion
Deferred tax
Stock based compensation
Liquidated damages
Unrealized loss on financial instruments

" Net changes in non-cash working capital

Accounts receivable

Inventory

Prepaids and other current assets
Deferred tax asset

Accounts payable and accrued liabilities
Taxes receivable and payable '
Deferred tax liability L

Net casl:1 provided by (used in) oper:iting activities

Investing Activities
Restricted cash
Qil and gas property expenditures
Business acquisition )
Long term assets and liabilitizs

Net cash used in investing activities
Financing Activities
Restricted cash
Proceeds from issuance of common stock

Net cash provided by ﬁna;lcing activities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of pe-riond N

Supplemental cash flow disclosures: o
Cash paid for interest
Cash paid for taxes

Noi-cash investing acliviti;?s: ‘
Accounts payable related to capital additions

(See notes to the consolidated financial statements)

Period Ended December 31,

2007 2006 2005
(Expressed in U.S. dollars)
(As Restated -see note 13)  (As Restated -see note 13)
(8,467204) 3 (5,823,704 § (2,219,680))
9,414,907 4,088,437 462,119
(702,827) 892,998 (29,228)
809,522 260,495 52,911
5,838,961 1,527,988 —
2,648,346 — —
(5,605,144) (4,280,601) (808,960)
25,070 (364,983) (447,012)
234,253 (633,823) {42,701)
(220,000) — . —
2,808,420 6,639,230 1,264,052
869,333 (295,981) (108,139)
1,107,802 — —
8,761,439 2,010,056 (1,876,638)
1,010,409 {1,020,490) (400,427}
(15,976,332) (10,274,139) (8,707,595)
— (36,911,959} —
(426,782) — —
{15,392,705) {(48,206,588) {9,108,022)
= (1,280,993) —
719,303 69,356,849 13,206,116
719,303 68,075,856ﬁ 13,206,116
(5,911,963) 21,879,324 2,221,456
24,100,780 2,221,456 —
18,188,817 § 24100780 $ 2221456
80234 % 104,307 § —
116,140 § 741,380 § -
8.259,197 3 8,026,375 § —

54




Gran Tierra Energy inc.

Consolidated Statement of Sharcholders® Equity

‘For the Years ended December 31, 2007 and 2006 and

For the Period from Incorporation on January 26, 2005 to December 31, 2005

-,

Period Ended December 31,

2007 2006 2005
(Expressed in U.S. dollars)

Share Capital
Balance beginning of period ’ 5 95,455 § 43285 3 =
1ssue of common shares ’ ‘ o 670 52,170 43;2:85
Cancelled common shares (949} — — !
i
Balance End of Period ' 3 95,176 § 95455 § 43,285

Additional Paid-in-Capital

Balance beginning of period _ $ 7314155 % 11,807,313 % -
Cancelled common shares . (1,086,213) - — -
Issue of common shares 718,633 59,190,356 11,754,402
Exercise of warrants 513,030 52,991 —
Stock based compensation expense . 1,000,914 260,495 52,911
Balance end of period § 72457519 § 71311155 §  11,807313
Warrants ) )
Balance beginning of period S 12831,553 8§ 1,408,429 § —
Cancelled warrants (232,548) — —
Issue of warrants 8,625,014 11,476,115 1,408,429
Exercise of warrants (474,271) (52,991) —
Balance end of period ‘ § 20,749,748 § 12,831,553 § 1,408,429

Accumulated Deficit _
Balance beginning of period ' ) $ (8,043,334) £ (2,219,680) % —

Net loss N _ (8,467,204) (5,823,704) (2,219,680} -
|
Balance end of period § (16510,588) § (8,043,384} §  (2,219,680) i
Total Shareholders® Equity . $  76,791.855 % 76,194,779 § 11,039.347

{See notes to the consolidated financial statements) . .
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Gran Tierra Energy Inc. : '

Notes to the Consolidated Financial Statements : D

For the Years ended December 31, 2007 and 2006 and s . . e . '
For the Period from Incorporation on January 26, 2005 to December 31, 2005 . - T MRS ¢
Expressed in US dollars, unless otherwise stated - St 4

1. Description of Business

Gran Tierra Energy inc., a Nevada corporation (the “Company” or “Gran Ticrra Energy™} is a publicly traded oi! and gas company engaged
in acquisition, exploration, development and production of oil and natural gas properties. The Company’s principal business activitics are in
Argentina, Colombia and Peru. *

2. Significant Accounting Policies
¢

The consolidated financial statements have been prepared in accordance with generally accepted accounting principles in the United States

of America (“GAAP”). The preparation of financial statements in accordance with GAAP requires the use of estimates and assumptions that

affect the reported amounts of assets and liabikities and disclosures of contingent assets and liabilities at the date of the consolidated financial

statements, and revenues and expenses during the reporting period. The Company belicves that the information and disclosures presented are

adequate to ensure the information presented is not misleading.’ :

.

Significant accounting policics arc: . ) .

Busis of consolidation

These consolidated financial statements include the accounts of the Company and its whol]y-owncd subsidiaries. All intercompany accounts
and transactions have been eliminated. :

Use of estimates . : ) . ) o
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
reported amounts of asscts and liabilities and-disclosure of contingent asscts and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates and changes from
those estimates are recorded when known. OQil and natural gas reserves and related present value of future cash flows, impairment
assessments, stock option expense, income taxes, asset retirement obligation, derivative instrument valuation, legal and environmental risks
and expoesures and any assumptions associated with valuation of oil and gas property are all subject to estimation in the Company’s financial
results. :

Foreign currency translation : o . . : )

The functional currency of the Company, including its subsidiaries in Argentina, Colombia and Peru, is the United States dollar. Monetary
items are translated into the reporting currency at the exchange rate in effect at the balance sheet date and non-monetary items are translated
at historical exchange rates. Revenue and expense items are translated in a manner that produces substantially the same reporting currency
amounts that would have result2d had the underlying transactions been translated on the dates they occurred. Depreciation or amortization of
assets is translated at the historical exchange rates similar to the assets to which they relate.

Gains and losses resulting from foreign currency transactions, which are transactions denominated in a currency other than the entity’s
functional currency, are included in the conselidated statement of operations and deficit. -

Fair value of financial instruments
The Company’s financial instruments are cash and cash equivalents, restricted cash, accounts reccivable, accounts payable and accrued
liabilities, The fair values of these financial instruments approximate their carrying values due to their immediate ot short-term nature.

Cuash and Cash Equivalents oL, ‘ v '

The Company considers all highly liquid investments with an original maturity of three months or less to be cash equivalents.
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Gran Tierra Energy Inc.

Notes to the Consolidated Financial Statements

For the Years ended December 31, 2007 and 2006 and . : . .
For the Period from [ncorporation on January 26, 2005 to December 31, 2005

Expressed in US dollars, untess otherwise stated

‘ Resrricted cash

During the second quarter of 2007, investors holding 948,853 units exercised their right to have Gran Tierra Energy return to them their
purchase price for the securities held in cscrow. Funds of $1,280,951, held in escrow by the Bank of America were refunded to the investors
in June, 2007, and the securities were cancelled by the Company. No other investors have the right to cause the Company to return their
purchase price for securities, During the first quarter of 2007, the $1,009,009 held as a letter of credit for work commitments in Peru was
returned to Gran Tierra Energy. Expont Development Canada put a guarantee in place on the Company’s behalf which resulted in the return
of the restricted cash,

Inventory

inventory consists of crude oil in tanks and supplies. Crude oil in tanks is valued at the lower of cost or market value. Supplies are valued at '
cost or less. The cost of inventory is determined using the weighted average method. Crude oil inventories include expenditures incurred to
produce, upgrade and transport the product 1o the storage facilities. Crude oil inventories at December 31, 2007 and 2006 are $381,138 and
$629,991, respectively. Supplies at December 31, 2007 and 2006 are $405,783 and $182,000, respectively.

Qil and gas properties

The Company uses the full cost method of accounting for its investment in oil and natural gas properties. Separate cost centers are
maintained for each country in which the Company incurs costs. Under this method, the Company capitalizes all acquisition, exploration and
development costs incurred for the purpose of finding oil and nawral gas reserves, including salaries, benefits and other intemnal costs
directly attributable to these activities. Costs associated with production and general corporate activities, however, are expensed in the period
incurred. Interest costs related to unproved properties and properties under development are also capitalized to oil and natural gas properties.
Unless a significant portion of the Company’s proved reserve quantities in a particular country are sold (25% or greater), proceeds from the
sale of oil and natural gas properties are accounted for as a reduction to capitalized costs, and gains and losses are not recognized.

The Company computes depletion of oil and natural gas properties on a quarterly basis using the unit-of-production meéthod based upon
production and estimates of proved reserve quantities. Unproved properties are excluded from the amortizable base until evaluated. The cost
of exploratory dry wells is transferred to proved properties and thus subject to amortization immediately upon determination that a well is
dry in those countries where proved reserves exist. Future development costs are added to the amortizable base.

In countries where the Company has not recorded proved reserves, all costs assoctated with a property are considered quarterly for
impairment upon full evaluation of such prospect or play. This evaluation considers among other factors, seismic data, requirements to
relinquish acreage, drilling results, remaining time in the commitment period, remaining capital plans, and political, economic, and market
conditions. In exploration areas, related Geological and geophysical (“G&G™) costs are capitalized in unproved property and evaluated as
part of the total capitalized costs associated with a property. G&G costs related to development projects are recorded in proved properties
and therefore subject to amortization as incurred. : . '

The Company performs a ceiling test calculation each quarter in accordance with the Securities Exchange Commission (*SEC”™)

Regulation S-X Rule 4-10. In performing its quarterly ceiling test, the Company limits, on a country-by-country basis, the capitalized costs
of proved oil and natural gas properties, net of accumulated depletion and deferred income faxes, to the estimated future net cash flows from
proved oil and natural gas reserves discounted at ten percent, net of related tax effects, plus the lower of cost or fair value of unproved
properties included in the costs being amortized. If capitalized costs exceed this limit, the excess is charged as additional depletion expense.
The Company calculates future net cash flows by applying end-of-the-period prices except in those instances where future natural gas or oil
sales are covered by physical contract terms providing for higher or lower amounts.

Unproved properties are assessed quarterly for possible impairments. If impairment has occurred, the impairment is transferred to proved
properties. For prospects where a reserve base has not yet been established, the impairment is charged to earnings.
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Gran Tierra Energy Inc.
Notes to the Consolidated Financial Statements '

For the Years ended December 31, 2007 and 2006 and B
For the Period from Incorperation on January 26, 2005 to December 31, 2005 . i B
Expressed in US dollars, unless otherwise stated . ' o

Asset retirement obligations : : - !

The Company provides for futurc asset retirement obligations on its oil and natural gas properties based on estimates established by current
legislation. The asset retirement obligation is initially measured at fair value and capitalized to capital assets as an asset retirement cost. The
asset retirement obligation accretes until the time the asset retirement obligation is expected to settle while the asset retirement cost is
amortized over the useful life of the underlying,capital assets. ‘ :

' . 3 N ] 3 . . .
The amortization of the asset rztirement cost and the accretion of the assét retirement obligation are included in depletion, depreciation and
accretion. Actual asset retirement costs are recorded against the obligation when incurred. Any difference between the recorded asset
retirament obligations and the actual retirement'costs incurred is recorded as a gain or toss in the period of settlement.

Other assets

Other assets, including additions and replacements, are recorded at cost upon acquisition and included furniture and fixtures, computer

equipment, automobiles and assets.under capital leases. The cost of repairs and maintenance is charged to expense as incurred. Depreciation
related to assets under capital leases is recorded as part of depletion, depreciation and accretion in the Statement of Qperations. Depreciation
is provided using the declining-balance-basis at the following annual rates:

.

- Computer equipment i ] ) 30%
Furniture and fixtures g o . " ) _ _ 30%
Automobiles 7 ‘ . ’ ) ' . _ ) _ 30%

[ d -

Revenue recognition

Revenue from the production of crude oil and natural gas is recognized when title passes to the customer and when collection of the revenue
is reasonably assured. For the Company’s Colombian operations, Gran Tierra Energy’s customers take title-when the crude oil is transferred
to their pipeline. In Argentina, Gran Tierra Energy transports product from the ficld to the customer’s refinery by truck, Revenue represents
the Company’s share and is recorded net of royalty payments to governments and other mineral interest owners.

Goodwill

Goodwill represents the excess. of purchase price of business combinations over the fair value of net assets acquired and is tested for
impairment at least annually, unless business events indicate an impairment test is required. The impairment test requires atlocating goodwill
and all other assets and liabilities to assigned reporting units. The fair value of each reporting unit is estimated and compared to the net book
value of the reporting unit. If the estimated fair value of the reporting unit is less than the net book value, including goodwill, then the
goodwill is written down to the implied fair value of the goodwill through a charge to expense. Because quoted market prices are not *
available for the Company’s reporting units, the fair values of the reporting units are estimated based upon estimated future cash flows of the
reparting unit. The goodwill on the Company’s financial statements was a result of the Argosy acquisition, and relates entirely to the
Colombia reporting segment. The Company performed annual impairment tests of goodw1l] at December 31, 2006 and 2007. Based on these
assessments, no 1mpa1rment of goodwill was ldenttf'cd

Income taxes

Deferred income taxes are recognized using the liability method, whereby deferred tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the consolidated financial statement carrying amounts of existing assets and liabilities and
their respective tax base, and operating loss and tax credit carry forwards. Deferred tax assets and liabilities are measured using enacted tax
rates expected to apply to taxable income in the vears in which those temporary differences and carryforwards are expected to be recovered
or settled. Valuation allowances are provided if, after considering available evidence, it is not more likely than not that some or all of the
deferred tax assets will be realized. '
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Gran Tierra Energy Inc.

Notes to the Consolidated Financial Statements . .-

For the Years ended December 31, 2007 and 2006 and o, ‘ g 4
For the Period from Incorporation on January 26, 2005 to December 31, 2005 :

Expressed in US dollars, unless otherwise stated

The evaluation of a tax position in accordance with FIN 48 (FASB Interpretation Number) Accounting for Uncertainty in Income Taxes
with respect to SFAS 109 Accounting for Income Taxes is a two-step process. The first step is recognition: The Company determines
whether it is more likely than not that a tax position will be sustained upon examination, including resolution of any related appeals or
litigation processes, based on the technical merits of the position. In evaluating whether a tax position has met the more-likely-than-not
recognition threshold, the Company presumes that the position will be examined by the appropriate taxing authority that has. full knowledge
of all relevant information. The second step is measurement: A tax position that meets the more-likely-than-not recognition threshold is
measured to determine the amount of benefit to recognize in the financial statements. The tax position is measured at the largest amount of
benefit that is greater than 50 percent likely of being realized upon settlement. The Company recognizes potenti'a] accrued interest and
penalties related to unrecognized tax benefits as a component of income tax expense in the consolidated statement of operations. This is an
accounting policy election made by the Company that is a continuation of the Company’s historical policy and will continue to be
consistently applied in the future.

The Company calculates two taxes for its business activities in Argentina, First, a minimum presumed income is calculated by applying a
one percent tax rate to taxable assets as of the end of the period. If the tax on minimum presumed income exceeds income tax payable during
the year, the excess is considered a prepayment of future income taxes due over the next ten year périod. Secondly, a “third party tax
substitutable’ is recorded. The government ensures each company, with foreign ownership, withholds taxes based on the assumption that
profits will be transferred to the owners. If profits are not transferred, the taxes paid may be used to offset tax liabilities'in the future.

Loss per share

Basic loss per sharc caiculations are based on the loss attributable to common shareholders for the period divided by the weighted average
number of common shares issued and outstanding during the period. The diluted loss per share calculation is based on the weighted average
.number of common shares outstanding during the peniod, plus the effects of dilutive common share equivalents. This method requires that
the dilutive effect of outstanding options and warrants issued should be calculated using the treasury stock method. This method assumes
that all common share equivalents have been exercised at the beginning of the period (or at the time of issuance, if later), and that the funds
obtained thereby were used to purchase common shares of the Company at the average trading price of common shares during the period. At
December 31, 2007 and 2006, 5,724,168 and 2,700,000 options to purchase common shares and warrants to purchase 33,917,536 and
35,156,915 common shares, respectively; were excluded from the diluted loss per share calculation as the instruments were anti-dilutive. -

Stock-based compensation

The Company follows the fair-value method of accounting for stock options granted to directors, officers and employees pursuant to
Financial Accounting Standards Board Statement 123 (Revised). Stock-based compensation expense is included as part of oil and natural gas
properties, operating and general and administrative expenses with a corresponding increase to contributed surplus. Compensation expense
for options granted is based on the estimated fair value at the time of grant and the expense is recognized over the requisite service period of
the option, o i '

Accounting for Qil and Gas Derivative Instruments .

The Company follows the provisions of SFAS No.133,“Accounting for Derivative Instrumenis and Hedging Activities” ("SFAS 1337).
SFAS 133 requires the accounting recognition of all derivative instruments as either assets or liabilities at fair value. Under the provisions of
SFAS 133, the Company may or may not elect to designate a derivative instrument as a hedge against changes in the fair value of an asset or
a liability (a “fair value hedge™) or against exposure to variability in expected future cash flows (a “cash flow hedge™). The accounting
treatment for the changes in fair value of a derivative instrument is dependent upon whether or not a derivative instrument is a cash flow
hedge or a fair value hedge, and upon whether or not the derivative is designated as a hedge as noted above. Changes in fair value of a
derivative designated as a cash flow hedge are recognized; to the extent the hedge is effective, in other comprehensive income until the
hedged item is recognized in earnings. Changes in the fair value of a derivative instrument designated as a fair value hedge are recognized in
the statement of operations along with the changes in fair value of the hedged item attributable to the hedged risk. Where hedge accounting
is not elected or if a derivative instrument does not qualify as eithera fair value hedge or a cash flow hedge, changes in fair value are
recognized in earnings as derivative financial instrument gain or loss, The Company’s derivative instruments currently do not qualify as
either a fair vatue hedge or a cash flow hedge.
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Gran Tierra Energy Inc.

Notes to the Consolidated Financial Statements

For the Years ended December 31, 2007 and 2006 and L

For the Period from Incorporation on January 26, 2005 to December 31, 2005 s . .
Expressed in US dollars, unless otherwise stated

Warrants

The Company foliows the fair-value method of accounting for warrants issued to purchase its common stock. The change of $8.6 million in
the fair value of warrants issued in the 2006 Offering, arising from the amendment to the terms of the warrants in connection with the
settlement of the liability for liquidated damages, was determined using a Black-Scholes warrant pricing model based on a 25% volatility
rate, which reflects a typical volatility rate used to value this type of financial instrument.

New Accounting Pronouncements

In July 2006, the FASB issucd FIN 48 Accounting for Uncertainty in Income Taves with respect to SFAS 109 Accounting for income Taxes
regarding accounting for and disclosure of uncertain tax positions. This guidance seeks to reduce the diversity in practice associated with
certain aspects of the recognition and measurement related to accounting for income taxes. FIN 48 prescribes a recognition threshold and .
measurement attribute for the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax retum.
The interpretation requires that the Company recognize the impact of a tax position in the financial statements if that position is more likely
than not of being sustaincd on audit, based on the technical merits of the position. FIN 48 also provides guidance on derecognition, .
classification, interest and penalties, accounting in interim periods and disclosure. In accordance with the provisions of FIN 48, any
cumulative effect resulting from the change in accounting principle is to be recorded as an adjustment to the opening balance of accumulated
deficit. This interpretation is effective for fiscal years beginning after December 15, 2006 and its adoption on January 1, 2007 did not have a
material impact on the Company’s consolidated financial statements and did not require the Company to record any amounts in the financial
statements.

In September 2006, the FASB issued SFAS 157, Fair Value Measurements. SFAS 157 defines fair value, establishes a framework for
measuring fair value under US generally accepted accounting principles and expands disclosures about fair value measurements. This
staternent is effective for fiscal years beginning after November 15, 2007, The provisions of SFAS 157 are to be applied prospectively,
excepl for the initial impact in certain situations, which are required to be recorded as an adjustment to the opening balance of retained
carnings in the vear of adoption. The Company does not expect the adoption of this statement will have a material impact on its results of
operations or financial positior..

In December 2006, the FASB issued Staff Position {FSP) EITF 00-19-2, Aecounting for Registration Payment Arrangements. FSP EITF 00-
19-2 specifies that the contingent obligation to make future payments or otherwisc transfer consideration under a registration payment
arrangement, whether issued as a separate agreement or included as a provision of a financial instrument or other agreement, shoutd be
scparately recognized and measured in accordance with SFAS 5, Accounting for Contingencies . This FSP is effective for fiscal years
beginning after December 15, 2006. The Company carly adopted this FSP during the year ended December 31, 2006 and recorded
$1.258,065 in liquidated damagtes as an expense in the consolidated staternent of operations and deficit and the same amount in accrued
liabilities at December 31, 20056. For the year ended December 31, 2007 the Company expensed an additional amount of $7,366,949. As at
December 31, 2007, the Company had an accumulated expense for liquidated damages of $8,625,014. Pursuant to an amendment of terms of
Registration Rights Payments with respect to the associated shareholder agreement, the Company's sharcholders waived the right to settle
the liguidated damages in cash and in lieu agreed to an amendment of the exercise price of the warrants from $1.75 to $1.05 on June 27,
2007, and an extension of one yyear in the term for the warrants. The scitlement of the liquidated damages is ref]ected as an' increase to the
value of the warrants included in the shareholdcrs equity section of the consolidated balance sheet.
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For the Years ended December 31, 2007 and 2006 and

For the Period from Incorporation on January 26, 2005 to December 31, 2005
Expressed in US dollars, unless otherwise stated

in February 2007, the FASB issued SFAS 159, “The Fair Value Option for Financial Assets and Financial Liabilitics™. SFAS 159 permits an
entity o elect fair value as the initial and subsequent measurement attribute for many financial assets and liabilitics. Entities electing the fair
value option would be required to recognize changes in fair value in camings. Entities electing the fair value option are required to
distinguish on the face of the statement of financial position, the fair value of assets and liabilitics for which the fair value option has been
elected and similar assets and liabilities measured using another measurement attribute. SFAS 159 is effective for the Company’s fiscal year
2008. The adjustment to reflect the difference between the fair vatue and the carrying amount would be accounted for as a cumulative-effect
adjustment to retained camnings as of the date of initial adoption. The Company does not expect the adoption of this statement will have a
material impact on its results of operations or financial position.

In December 2007, the FASB issued SFAS 141 (R), “Business Combinations”, and SFAS 160, ** Noncontrolling Interests in Consolidated
Financial Statements™. SFAS 141 (R) requires an acquirer to measure the identifiable assets acquired, the liabilities assumed and any
noncontrolling interest in the acquiree at their fair values on the acquisition date, with goodwill being the excess value over the net
identifiable assets acquired. SFAS 160 clarifies that a noncontrolling interest in a subsidiary should be reported as equity in the consolidated
financial statements. The calculation of eamings per share will continue to be based on income amounts attributable to the parent, SFAS 141
(R) and SFAS 160 are effective for financial statements issued for fiscal years beginning after December 15, 2008, Early adoption is
prohibited and the provisions are applied prospectively. The Company has not yet determined the effect on our consolidated financial
statements, if any, upon adoption of SFAS 141 (R) or SFAS No. 160,

3. Business Combination

Gran Tierra Energy entered into a Securitics Purchase Agreement dated May 25, 2006 with Crosby Capital LLC (“Crosby™) to acquire all of
the limited partnership interests of Argosy Encrgy International (“Argosy) and all of the issued and outstanding capital stock of Argosy
Energy Corp. On June 20, 2006 Gran Tierra Energy closed the Argosy acquisition and paid consideration to Crosby consisting of $37.5
million cash, 87(,647 shares of the Company’s common stock and overriding and net profit interests in certain of Argosy’'s assets valued at
%1 million. The value of the overriding and net profit interests was based on the present value of expected future cash flows, All of Argosy
Energy International’s assets are in Colombia.

The acquisition has been accounted for using the purchase method, and the results of Argosy Energy Intemational have been consolidated
with Gran Tierra Energy from June 20, 2006. The following tablc shows the allocation of the purchase price based on the fair values of the
assets and liabilities acquired:

Cash paid (net of cash acquired) $ 36414385
Common shares issued _ ) 1,305,971
Transaction costs . ‘ 497 574
Total purchase pricc ] $ 38217930

Purchase Price Allocated:

Oil and natura! gas assets ' S 32553211
Goodwili (1) , 15,005,083
Accounts receivable ) 5,361,887
Inventories (2) 567,355
Long term investments 6,772
Accounts Payable and Accrued Liabilitics (6,085,109)
Long term liabilities _ (49,763)

Deferred tax liabilities (9,141,506)

Total purchase price allocated $ 38217930
(1} Goodwill is not deductible for tax purposes.
{2) Inventory is comprised of $497,000 supplies and $70,000 of oil inventory.
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The pro forma results for the period ended December 31, 2005 and December 31, 2006 are shown below, as if the acquisition had occurred
on January 26, 2005 and January 1, 2006. Pro forma results are not indicative of actual results or future performance.

December 31,

‘ . o o 2006 2005
Revenue , o s 18775357 8 12,950,000
Net income _ i o o C 294,105 1,569,000
Eamings per share (Basic) , . 5 001 8 0.04

Eamings per share (Diluted) ' ’ ‘ ‘ $ 001 § : 0.03

4. Segment and Geographic Rejmi-ting

"The Company’s reportable nperatmg segments are Argentina and Colombia. The Company is primarily engaged in the exploration and
production of oil and natural gas. Peru is not a reportable segment because the level of activity on these land holdings is insignificant at this
time and is included as part of the Corporate balances. The accounting policies of the reportable operating segments are'the same as those
described in the summary of significant accounting policies. The Company evaluates performance based on profit or loss from oil and
natural gas operations before price risk management and income taxes.

The Colombia assets were acquired on June fZO 2006, and the Argentina assets were acquired on September-1, 2005. Therefore the
comparable segmented information for 2005 mc]udes only four months of operatlons for Argentina, and there is to comparable 2005
information for Colombla
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The following tables present information on the Company’s reporta

. 1
P i 1.t

i Revermues

_ Interest income

s Depreciation, depletion & accretion
~ Scgment income (loss) before income tax

- Segment capital expenditures

L e

[
. Revenues

Interest income

i Depreciation, depletion & accretion
Segment income (loss) before income tax

Segment capital expenditures -

. Revenues

_Depreciation, depletion & accretion
Segment income (loss} before income tax

Segment capital expenditures

| Property, plant & equipment

_ Goodwill
¢ Other assets
Tota!_ o

Propetty, plant & equipment

.. Goodwill
_cher assets
© Total

The Company s revenues are derived principally from uncollaralized sales to customers in the oil and natural gas industry. The

ble geographic segments:
(o : ' ! ‘
Gran Tierra Energy Inc.
Year Ended December 31, 2007
] Corporate B Colombia Arpentina _ Total
I — 3 23,748,155 § 8104457 § 31,852,612
187,532 222,785 ‘ 15,225 1 425,542
- 87987 6,850,086 2476834 9414907
o ~ {17,181,895) 11,484,448 (2,474,990) (8,172,437)
3 731,281 § 14214835 § 1,679,305 3 16,625421 -
~ Year Ended December 31, 2006 ;
i Corporate _~ Colombia " 'Argentina Total ‘
S5 —.S_ 6612190 8 5108851 5 11721041
e 351872 : — ‘ : — 351,872
) 43,576 2494317 1,550,544 4,088 437
- +(6,221,372) 1,486,075 ;. (411,027} (5,146,324)
5 256482 § 34,053,289 § 14,084,410 3§ 48,394,181 '
Period Ended December 31, 2005
Corporate Colombia Argentina Total )
3 — 3 — % 1,059,297 3 1,055,297
9,097 — 453,022 462,119
, (2,136,463) — (112,445) (2,248,908}
$ 131,200 $- — $ 8,182,008 § 8,313,208
Year Ended December 31, 2007
Corporate Colombia _ Argentiria Total
§ 1030976 § 43,638,837 § 19,248 089 & 63,917,902
= 15,005,083 - 15,005,083
11,302,705 15,949.418 6,621,453 33,873,576
$ 12333681 § 74,593,338 3 25,869,542 § 112,796,561
Year Ended December 31, 2006
Corporate Colombia Argentina Total .
$ 387,682 § 36,274,088 % 20,045,618 % 56,707,388
—_— 15,005,083 7 — 15,005,083
13,242,859 9,878,443 10,703,184 33,824,486
b 61,157,614 % 30,748,802 $§ 105,536,957

13,630,541 §

concentration of credit risk in a single industry affects the Company’s overall exposure to credit risk because customers may be similarly
affected by changes in economic and other conditions. In 2007, the Company has one significant customer for its Colombian crude oil,
Ecoptrol S.A., a Colombian government agency. In Argentina, the Company has one significant customer, Refineria del Norte S.A,
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S. Property, Plant and Equipment
.+ Asat December 31, 2007 As at December 31, 2006
Accumulated Accumulated

Cost DD&A Net book value Cost DD&A Net book value
Oil and natural gas properties ]
Proven $ 57,832,454 § (13,540,251)% 44292203 § 41,191,274 § (3.431,044) 8 37,769;230
Unproven . 18,910,229 — 18,910,229 18,333,054 — 18,333,054
Furniture and fixtures 815,333 (55'9,48}) ) 255,852 289,_353 ' (47,637) 241,716
Computer equipment 718,540 (299,195) 419,345 912,645 (592,646) 319,999
Autornobiles 71,695 (31,422) 40,273 69,499 (17,110) 52,389
Total capital assets $§ 78348251 § (14.430,349)8 63917902 § 60,795.825 § (4,088.437)% 56,707.388
The Company has capitalized $1,690,937 (2006 - $138,383) of géneral and administrative expenses directly related to the Colombian full

cost center including $138,77% of stock-based compensation expense and $167,372 (2006 - $3,921) of géneral and administrative expenses
in the Argentina full cost center which includes $52,613 of stock-based compensation.

The unproven oil and natural gas properties consist of cxploration lands held in Colombia, Argentina and Peru. The Company has

$15.1 million in'unproved assets in Colombia, $3.1 million of unproved assets in Argentina and $0.7 million of unproved assets in Peru.
These properties-are being held for their exploration value and are not being depleted pending determination of existence of estimated
proved reserves. Gran Ticrra Energy will continue to assess and allocate the unproven properties over the next several years as proved
reserves are established and as exploration dictates whether or not future areas will be developed.

The following is a summary of Gran Tierra Energy’s oil and natural gas properties not subject depletion as of December 31, 2007

Costs Incurred in

2007 2006 Total

Acquisition costs - Argentina . $ —_— % 3,148,206 $ 3,148,206
Acquisition costs - Colombia . — 11,418 956 ' 11,418,956
Exploration costs - Peru 656,244 — 656,244

| Exploration costs - Colombia ' . " 807,670 ‘ - ' 807,670
Development costs - Colombia ) 2,879,153 — 2,879,153

| -
| Total 01l and natural gas properties not subject to depletion $ 4343067 3 14,567,162 § 18,910,229

6. Share Capital

. Share cupital '

| The Company’s authorized share capital consists of 325,000,001 shares of our capital stock, of which 300 million are designated as common
stock, par value $0.001 per shave, 25 million are designated as preferred stock. par value $0.001 per share (collectively, “common stock™),
and 1 share designated as special voting stock, par value $0.001 per share. Outstanding share capital consists of 80,389,676 common voting
shares of the Company and 14,787,303 exchangeable shares of Goldstrike Exchange Co. Each exchangeable share is exchangeable only into
one common voting share of th Company. The holders of common stock are-entitled to one vote for each share on all matters submitted to a

. stockholder vote and are entitled w share in all dividends that the board of directors, in its discretion, declares from legally available funds.
The holders of common stock have no pre-cmptive rights, no conversion rights, and there are no redemption provisions applicable to the
common stock. Holders of exchangeable shares have the same rights as holders of common voting shares.
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During the second quarter of 2007, investors holding 948,853 units, comprising 948,853 common shares and warrants to'purchase 474,427
common shares, exercised their right to have the Company return to them the purchase price for the securities held in escrow. The funds of
$1,280,951, held i escrow by the Bank of America were refunded to the investors to complete this transaction during June, 2007, and the
units were cancelled.

Warrants

At December 31, 2007, the Company had 14,442 622 warrants outstanding to purchase 7,221,311 common shares for $1.25 per share and
53,392,450 warrants outstanding to purchase 26,696,225 common shares for $1.05 per share,

In connection with settlement of liquidated damages relating to a delay in registration of units issued in June 2006, as described in the
“Registration Rights Payments” section below, the Company amended the terms of the warrants issued to stockholders in June 2006 by
adjusting the exercise price from $1.75 to $1.05 and extending the term of the warrants by one year to June 2012.

Registration Rights Payments

‘The shares and warrants have registration rights associated with their issuance pursuant to which the Company agreed to register for resale

the shares and warrants. In the event that the registration statements were not declared effective by the SEC by specified dates, the Company
was required to pay liquidated damages to the purchasers of the share and warrants.

The 15,047,606 units issued in the fourth quarter of 2005 and first quarter of 2006 had liquidated damages payable in the amount of 1% of
the purchase price for cach unit per month payable each month the registration statement was not declared effective beyond the mandatory
effective date (July 10™, 2006). The total amount recorded at December 31, 2006, for these liquidated damages was $269,923. There are no
further liabilities associated with these shares. As of February 14, 2007, the first registration statement was declared effective by the SEC.

In June, 2006, the Company sold an aggregate of 50 million units of its securitics at a price of $1.50 per unit in a private offering for gross
proceeds of $75 million, pursuant to three separate Securities Purchase Agreements, dated June 20, 2006, and one Securities Purchase
Agreement, dated June 30, 2006 (collectively, the “2006 Offering”). Each unit comprised one share of Gran Tierra Energy’s common stock
and one warrant to purchase one-half of a share of Gran Tierra Energy’s common stock at an exercise price of $1.75 for a period of five
years, resulting in the issuance of 50 million shares of Gran Tierra Energy’s common stock, [n connection with the issuance of these
securities, Gran Tierra Energy entered-into four separate Registration Rights Agreements with the investors pursuant to which Gran Tierra
Energy agreed to register for resale the shares and warrants (and shares issuable pursuant to the warrants) issued to the investors in the
offering by November 17, 2006. The second registration statement was declared effective by the SEC on May 14, 2007. Gran Tierra Energy
had accrued $8.6 million in liquidated damages as of that date.

On June 27, 2007, under the terms of the Registration Rights Agreements, the Company obtained a sufficient number of consents from the
signatories to the agreements waiving Gran Tierra Energy’s obligation to pay in cash the accrued liquidated damages. The Company agreed
to amend the terms of the warrants issued in the 2006 Offering by reducing the exercise price of the warrants to $1.05 and extending the life
of the warrants by one year, in licu of a cash payment for liquidated damages. The revised fair value of the warrants was determined using a
Black-Scholes warrant pricing model based on a 25% volatility rate, which reflects a typical volatility rate used to value this type of financial
instrument. The $8,625,014 of liquidated damages has been recorded as an expense in the consolidated statement of operations in the
amounts of §7,366,949 million for the year ended December 31, 2007, and $1,258,065 million in the fourth quarter of 2006, with a
corresponding liability recorded on the consolidated balance sheet. The revision in the fair value of the warrants resulting from the
amendment to the terms of the warrants amounted to $8,625,014 (cquivalent to the amount of the liquidated damages) and has been reflected
on the consolidated balance sheet as an increase to the warrant value included in sharcholders’ equity and a settlement of the liability for
liquidated damages.
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Stock options

As December 31, 2007, the Company has a 2007 Equity Incentive Plan, formed through the approval by shareholders of the amendment and
restatement of the 2005 Equity Incentive Plan, under which the Company’s board of directors is authorized to issue options or other rights to
acquire up to 9,000,000 shares of the Combany’s common stock. : .

The Company has granted options to purchase commeon shares to certain directors, officers, employees and consultants. Each option permits
the holder to purchase one common share at the stated exercise price. The options vest over three years and have a term of ten years, or the
grantees end of service to the Company, which ever occurs first. At the time of grant, the exercise price equals the market price. The
following options have been granted:

Weighted
Number of Average
Outstanding Exercise Price
) - QOptions $/Option
‘Outstanding, December 31, 2006 2,700,000 % 1.07
Granted in 2007 i 3,372,501 § 1.87
jForfeited in 2007 (348.333) § (1.57)
Outstanding, December 31, 2007 5,724,168 § 1.52
The weighted average grant date fair value for options granted in 2007 was $1.10 (2006 - 50.845 2005 - 30.20}
The table below summarizes stock options cutstanding at December 31, 2007:
Weighted
Number of Average Weighted .
Outstanding Exercise Price Average
Range of Exercise Prices ($/option) Options $/Option Expiry Years
:$0.80 1,311,668 § 0.80 7.9
$1.1910 $1.29 1,890,000 3 1.26 8.0
$1.72 385,000 § 172 5.9
.$2.l4 ' 2,137,500 % 2.14 10.0
Total 5,724,168 § 1.52 9.2

The aggregate intrinsic value of options 6utslandin'g at December 31, 2007 is $6,334,036 based on the Company's closing stock price of
$2.62 for that date. At December 31, 2007, there was $2,927,266 of unrecognized compensation cost related to unvested stock options which

is expected to be recognized ovar the next 3 years.
!

The table below summarizes exercisable stock options at December 31, 2007:

Weighted
Number of Average Weighted
Exercisable Exercise Price Average
Range of Exercise Prices ($/option) Options $/Option Expiry Years
s080 ._ 892,501 3% 0.80 79
$1.1910 $1.27 ' 351,666 $ 127 8.9
Total 1,244,167 $ 093 8.1

The weighted average grant date fair value for options vested in 2007 was $0.49 (2006 - $0.10). The aggregate intrinsic value of options
exercisable at December 31, 2007 is $3,259,718 based on the Company’s closing stock price of $2.62 for that date.
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In 2007, the stock-based compensation expense is $1,000,914 (2006 - $260,495; 2005 - $52,911) of which $737,010 (2006- $260,495; 2005
- $52,911}) has been recorded in general and administrative expense and $72,513 has been recorded in operating expense in the consolidated
statement of operations. In 2007, $191,391 was capitalized as part of exploration and development costs.

The fair value of cach stock option award is estimated on the date of grant using the Black-Scholes option pricing model based on
assumptions noted in the following table. The Company uses historical data to estimate option exercises, expected term and employee
departure behavior used in the Black-Scholes option pricing model. Expected volatilities used in the fair value estimate are based on
historical volatility of the Company’s stock. The risk-free rate for periods within the contractual term of the stock options is based on the
U.S. Treasury yield curve in effect at the time of grant.

2007 2006 2005
Dividend yicld (8 per share} $ ntl § nit 3 nil
' 93.8%to
Volatility (%} . : 103.5% 104.5% nil
Risk-free interest rate (36) _ 3.5%10 5.06% 5.1% 4.3%
Expected term (years) ‘ 3 years 3 years . 3years
Forfeiture percentage (% per year) 10% 10% 10%

7. Asset Retirement Obligation

The December 31, 2007 assct retirement obligation is comprised of a Colombian obligation in the amount of $375,971 (2006 - $266,854)
and an Argentine obligation in the amount of $423,515 (2006 - $327,752). Changes in the carrying amounts oflhe asset rctlrcmcnl
obligations associated with the Company’s oil and natural gas propcmes are as follows:

December 31,

2007 2006
Balance, beginning of year $ 594,606 § 67,732
Liability assumed with property acquisitions — 476,168
Liability incurred 154,110 45,645
Foreign exchange o ’ 20,013 —
Accretion 30,757 5,061
Balance, end of year 3 799486 $ 594 606

8. Income Taxes

The income tax expense (recovery) reported differs from the amount computed by applying the statutory rate to loss before income taxes for
the following reasons:

_ 2007 2006 2005
Loss before income taxes $  (8172437) § (5,146,324) §  (2,248,908)
32.12% 34% 34%
Income tax benefit expected (2,624 987) (1,749,750) (764,628)
Benefit of tax losses not recognized ‘ 404,460 811,875 717,410
Im'pact of tax rate changes on future tax balances 277,508 . , -
Impact of foreign taxes ' ’ 3,464,848 - o
Enhanced tax depreciation incentive N (1,888,698) - -
Stock-based compensation _ 204,918 260,495 17,990
Non-deductible items 1,909,588 - -
Previously unrecognized tax assets (1;,452,870) - . -
Total Income Tax Expense . $ 294,767 3 (677,380) § {29,228)
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Future tax assets and liabilities consist of the following temporary dif‘ﬁ':renccs:

' _ 2007 2006
Future tax assets . o ) ) . _ ) . A }
Tax benefit of loss carryforwards . . o o 3 4934795 3 4,079,133
'Bﬁok value in eé(ocss of tax b:_tsis ; - ‘7‘5,159 ~ 92,133
?_quign tax credits and other uccruals - - Lo . . 732,741 46471
‘Capital losses o D . ) ) 1,063,891 . -
;Future tax assets before valuation allowance 6,'806_,5 86 4217137
Valuation allowance - . s ) (4,748,150) (3,773,413)“
Lo _ S _ o 3 2,058436 §$ 444,324
:Euture tax asset - current o 7 5 220,000 -
Future tax asset - long-term . ) ‘ 1,838,436 444 324

’ i . 3 2,058,436 3 444,324

Future tax ]iabilitic; o ] ] o -
Current - book value in excess of tax basis . . $ 1,107,802 $ 7,153,1 12
Long-term - book value in excess of tax basis ) 9,234,926 7,153,112
‘Book value in excess of tax basis ' ' T Ty wpsems § a3
Net _future tax assets (liabilities) $ 8,284,292 § 7,153,112

r

The Company was required to calculate a deferred remittance tax in Colombia based on 7% of profits which are not reinvested in the

business on the presumption that such profits would be transferred to the foreign owners up to December 31, 2006. As of January 1, 2007,

the Colombian government rescinded this law, therefore, no further remittance tax liabilities will be accrued. The historical balance which
.was included on the Company’s financial statements as of December 31, 2007, as part of the deferred income taxes, was $1,332,016.

On January-1, 2007, the Company adopted the provisions of FIN 48 however there was no impact on the opening retained eamings of the
Company as a result of this adoption. The Company has accrued no amounts as of December 31, 2007, for the potential payment of interest
and penalties. For the year ended December 31, 2007, the Company has not recognized any amounts in respect of potential interest and
penalties associated with uncertain tax positions. The Company or one of its subsidiaries files income tax retums in the U.S. federal
jurisdiction, various state jurisdictions and other foreign jurisdictions. The Company is subject to income tax examinations for the calendar
tax years ending 2005 through 2007 in all jurisdictions.

As at December 31, 2007, the Company has future tax assets relating to net operating loss carryforwards of $15.83 million (2006 - $11.72
million) and capital losses of $3.04 million (2006 - nil) before valuation allowances. Of these losses, $9.35 miilion (2006 - $5.25 million) are
losses generated by the foreign subsidiaries of the Company. Of the total losses, $3.97 million (2006 - $0.83 million} will begin to expire by
2012 and $11.85 million of net operating losses and $3.04 million of capital losses (2006 - $10.89 million) will begin to expire thereafter.
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9. Accrued Liabilities and Accounts Payable

The accounts payable and accrued liabilities are comprised of the foilowing:

Year Ended December 31, 2007 Year Ended December 31, 2006

Corporate Colombia Argentina Total Corporate Colombia Aréemin_a_ Total
Capital H 51422 % 7,984,841 § 222,934 § 8,259,197 § — 5 2,504,661 S 5,521,714 § 8026375
Payroll 476,089 512,756 211,860 1,200,705 664,957 333679 - 313,589 1312225
Audit, legal, consuitants , 1.384,669 196,273 105,207 1,686,149 715,332 — 290915 1,006247
General and administrative 318,926 298,748 73,367 691,041 — — —_— —
Operating — 4.898,008 730,876 5,628 8B4 — 5317938 — 5317958
Total 3 2,231,106 § 13,890,626 § 1344244 § 17,465976 $ 1,380,289 § 8,156,298 § 6126218 § 15,662,805

10. Commitments and contingencies

Leases

Gran Tierra Energy holds three categories of operating leases: office, vehicle and housing. The Compahy pays monthly costs of $57,638 for
office leases, $4,791 for vehicle leases, $9,400 for a compressor and $2,561 for certain employee accommodation leases in Colombia,

Future lease payments at December 31, 2007 are as follows:

Year ' : - Cost

2008 3 833,799
2009 ' 622,407
2010 562,374
2011 ' ‘ 275,848
2012 _ 280,121
Total lease payments . . o ‘ | 3 2,574,549

The Company entered into four capital leases in 2006 for office equipment in Calgary, Canada. The leases expire between 2008 and 2011,
As of December 31, 2007 capital assets were valued at $21 841 (net of amortization of $17,870). Total rent expense for 2007 was $291,975
(2006 - 3221,477; 2005 $26,904).
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Future {ease payments under the office equipment leases at December 31, 2007 are as follows:

Year Cost
2008 . ) S 9,991
2009 . e - . . _ 4,849
2010 . 4,163
2011 ) ) . o 1,053
2012 ] o ) —
Total -mini‘mum lease payments . . 20,056
‘Less amount representing interest ) ) ) 1,664
Less amount included in current liabilities ) . ' _ ) 8,879
3 9,513

Capital lease agreements contain interest rates between 4.75 and 20.5 percent and mature over one to-four years. Interest expense incurred
under these capital leases to December 31, 2007 was $2,657 (2006 $2,346).

The Company has contracted with a third party to prowde catering services for its field operations in Colombia. The contract ends January .
14, 2009. The remaining contractual commitment is $280,771 to be incurred cvenly over the remaining duration of the contract.

The Company has contracted with a third party to provide a helicopter for field transportation for its Colombia field operations. The contract
ends September 30, 2008, The minimum obligation under the contract is for 30 flight hours per month at a rate of $880 per hour, The
remaining nine month obligation is $237,600.

Guaraniees

Corporate indemnities have bezn provided by the Company to directors and officers for various items including, but not limited to, all costs
to settle suits or actions due to their association with the Company and its subsidiaries and/or affiliates, subject to certain restrictions. The
Company has purchased directors’ and officers’ liability insurance to' mitigate the cost of any potential future snits or actions. Each
indemnity, subject to certain exceptions, applies for as long as the indemnifted person is a director or officer of one of the Company’s
subsidiaries and/or affiliates. The maximum amount of any potential future payment cannot be reasonably estimated.

The Company may provide indemnifications in the normal course of business that are often standard contractual terms to counterparties in
certain transactions such as purchase and sale agreements. The terms of these indemnifications will vary based upon the contract, the natare
of which prevents the Company from making a reasonable estimate of the maximum potential amounts that may be required to be paid.
Management believes the resolution of these matters wou]d not have a material adverse impact on the Company’s liquidity, consolidated
financial-position or results of(aperatlons

Contingencies

As of December 31,2007 the contracting panies of Guayuyace Association Contract, Ecopetrol and Argosy, are working to clarify the
procedure for allocation of oil [ﬁnroduced and sold during the long term test of the Guayuyaco-1 and Guayuyaco-2 wells. Ecopetrol has
advised Argosy of a material difference in the interpretation of the Guayuyaco Association Contract. Ecopetrol interprets the contract to
provide that the extended test production of up to 30% of the direct exploration costs of the wells is for Ecopetrol’s account only and serves
as reimbursement of its 30% back in to the Guayuyaco discovery. Argosy’s contention is that this amount is the recovery of an amount equal
to 30% of the direct-exploration costs of the wells and nof exclusively for the benefit of Ecopetrol, While Argosy believes its interpretation
of the Guayuyaco Association Contract is correct, the resolution of this issue is outstanding pending agreement among the parties or
determination through legal proceedings. The estimated value of the disputed extended test production is $2,361,188 with.possible costs
shared of-50% ($1,180,594) with the Company’s joint venture partrer in the contract. No amount has been accrued in the financial
statements related to this disagreement because the Company believes the probability of a negative outcome is low at this time.
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11, Financial Instruments and Credit Risk

- Year Ended

December 31,
Financial Derivative Loss 2007
Realized financial derivative loss ) L ] 391,345
Current portion of unrealized financial derivative Loss ) h] 1,593,629
Long-term portion of unreatized financial derivative loss ) ) 1,054,716
Total uljircalized financial derivative 1os§ B L 3 2,648,346 .
‘Financial derivative loss L o _ | 3,039,690 |

Under the terms of the Credit Facility with Standard Bank Plc, the Company was required to enter into a derivative instrument for the
purpose of obtaining protection against fluctuations in the price of oil in respect of at least 50% of the June 30, 2006 Independent Reserve
Evaluation Report projected aggregate net share of Colombian production after royalties for the threc-year term of the Facility. In F ebruary
2007, the Company cntered into a costless collar derivative instrument for crude oil based on WTI price, with a floor of $48.00 and a ceiling
of $80.00, for a three-year period, for 400 barrels per day from March 2007 to December 2007, 300 barrels per day from January 2008 to
December 2008, and 200 barrels per day from January 2009 to February 2010. The fair value of this derivative instrament was determined
by management based on quotes obtained from the counterparty to the derivative instrument.

4 ¥

The Company’s financial instruments recognized in the balance sheet consist of cash, accounts receivable, taxes receivable, other long-term
assets, accounts payable, current taxes payable, and accrued liabilities. The estimated fair values of the financial instruments have been
determined based on the Company’s assessment of available market information and appropriate valuation methodologies; however, these*
estimates may not necessarily be indicative of the amounts that could be realized or settied in a market transaction. The fair values of
financial instruments approximate their book amounts due to the short-term maturity of these instruments, Most of the Company's accounts
receivable relate to oil and natural gas sales and are exposed to typical industry credit risks. The Company manages this credit risk by
cntering into sales contracts with only credit worthy entities and reviewing its exposure to individual entities on a regular basis. The book
value of the accounts reccivable réflects management s assessment of the associated credit risks. !

12. Credit Fauhty ‘ : . . " . K

On February 28, 2007, the Company entered into a Credit Facility with Standard Bank Plc. The Facility has a_three-yez;r term which may be
extended by agreement between the partics. The borrowing base is the present value of the Company’s petroleum reserves up to maximum
of 350 million. The initial borrowing base is $7 million based on mid-year 2006 Independent Reserves Evaluation Report and the borrowing
base will be re-determined semi-annually bascd on reserve evaluation reports. As a result of Standard Bank Pl¢’s review of our Mid-Year
2007 Independent Reserve Audit, the Company has received preliminary approval to increase our horrowing base to $20 million. The.
Facility includes a letter of credit sub-limit of up to $5 million. Amounts drawn down under the Facility bear interest at the Eurodollar rate
plus 4%. A stand-by fee of 1% per annum is charged on the un-drawn amount of the borrowing base. The Facility is secured primarily on the
Company’s Colombian assets. The Company was required to enter into a derivative insttument for the purpose of obtaining protection
against fluctuations in the price of oil in respect of at least 50% of the mid-year 2006 Independent Reserve Evaluation Report projected
aggregate net share of Colombian production after royalties for the three-year term of the Facility. Under the terms of the Facility, the
Company is required to maintain compliance with specified fnancml and operating covenams As at December 31, 2007, the. Company has
not drawn-down on this facility. - . . ' e

r

13. Restatement of Prior Period Financial Statements

The Coritpany has restated its consolidated financial statements for the years ended December 31, 2007 and 2006 and unaudited quarterly financial
information for each of the quarters ended March 31, 2007, June 30, 2007 and September 30, 2007. In the course of preparing the Company’s interim
financial statements for the quarterly report on Form 10-Q 1o be filed with the SEC for the quarter ended March 31, 2008, the Company discovered a
misclassification of accounts payable and accrued liabilities in the 2007 interim financial statements for the previously reported quarters ended March 31,
2007, June 30, 2007 and-September 30, 2007, and annual financial statcments for thé years ended December 31, 2006 and 2007 (collectively, the
“Affected Financial Statements”™). The misclassification resulted in a misstatement of cash flows from operating activities, with 2 corresponding offset to
cash flows ffom investing activitics. The restatements in the ‘Affected Financial Statements had no effect on the Company’s previously reported net
change in cash and cash equivalents and no impact on the Company’s previously reported consolidated balance sheets or consolidated staternents of
operations and accumulated deficit contained in the Affected Financial Statements.
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The following table presents the inipact of the error on previously reported amounts:

Net change in non-cash working capital

Accounts payable and accrued liabilities
Net cash provided (used in) operating activities

Oil and gas property expenditures'

Net cash used in investing activitizs

Net change in non-cash working capital

Accounts payable and accrued liabilities
Net cash provided (used in) operating activities

Oil and gas property expenditures

Net cash used in investing activit.es
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Year Ended December 31, 2007

As Previously - Increase
Stated (Decrease) As Restated

b 261,658 § 2,546,762 § 2,808,420
5 6,214,677 § 2,546,762 $ 8,761,439

S (13429570) §  (2,546,762) $ (15976,332)
$ (12,845943) §  (2,546,762) $  (15,392,705)

Year Ended December 31, 2006

As Previously Increase )
Stated (Decrease) As Restated
3,799,554 § 2,839,676 § 6,639,230

(829620) $§ 2839676 S 2,010,056

- (7,434463) § (2,839.676) § (10,274,139)
(45366,912) § (2,839,676) § (48,206,588)



Supplementary Data (Unaudited)

1) Oil and Gas Prodhcing Act_ivities

The following oil and gas information {s provided in accordance with the SFAS 69 “Disclosures about Oil and Gas Producing Activities.”
A. Reserve Quantity Information |

Our net proved reserves and changes in those reserves for operations are disclosed below. The net proved reserves represent management’s
best estimate of proved oil and natural gas reserves afier royalties. Reserve estimates for each property are prepared internally each year and
100% of the reserves have been assessed by independent qualified reserves consultants, Gaffney, Cline & Associates.

Estimates of crude oil and natural gas proved reserves are determined through analysis of geological and engineering data, and demonstrate
reasonable certainty that they are recoverable from known reservoirs under economic and operating conditions that existed at year end. See
Critical Accounting Estimates in Item 7 for a description of Gran Tierra Energy’s reserves estimation process.

PROVED RESERVES NET OF ROYALTIES (2)

Crude oil is in Bbl and Argentina (4) Colombia Total

natural gas is in million cubic feet Qil Gas 0il Gas Qil Gias

Extensions and Discoveries ‘ —_ ' — — — — -
Purchases of Reserves in Place 618,703 84 — — 618,703 84
Production - (36,011) (60) — — {36,011) _(60)

Revisions of Previous Estimates — — — — — —_

Proved developed and undeveloped

reserves, December 31, 2005 582,602 24 — — 582,692 24
Extensions and Discoveries — — — ) — — L -
Purchases of Reserves in Place 1,302,720 732 1,229,269 — 2,531,989 732
Production (127,712) 30) (134,269) — (261,981) (30)
Revisions of Previous Estimates (3) 137,300 739 — — 137,300 739
Proved developed and undeveloped

reserves, December 31, 2006 1,895,000 1,465 1,095,000 — 2,950,000 1,465
Extensions and Discoveries e — 3,477,000 — 3,477,000 —
Purchases of Reserves in Place — — — — — o
Production (207.912) 27 (333,157) — (541,069) 27)
Revisions of Previous Estimates (3) 347,912 {1,438) 144,157 — . 492,069 (1,438}
Proved developed and undeveloped

reserves, December 31, 2007 2,035,000 — 4,383,000 — 6,418,000 —
Proved developed reserves, December 31,

2005 (1) 463,892 24 — — 463,892 24
Proved developed reserves, December 31,

2006 (1) 1,413,000 1,465 1,034,000 — 2,447,000 1,465 -
Proved developed reserves, December 31,

2007 (1) 1,819,000 — 3,444,000 — 5,263,000 —
) Proved developed oil and gas reserves are expected to be recovered through existing wells with existing equipment and

operating methods.

{2) Proved oil and gas reserves are the estimated quantities of natural gas, crude 0il, condensate and natural gas liquids that
geological and engineering data demonstrate with reasonable certainty can be recovered in future years from known reservoirs
under existing economic and operating conditions. Reserves are considered “proved” if they can be produced economically, as
demonstrated by either actual production or conclusive formation testing.
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3) Reserves at El Vinalar increased due to the completion of the sidetrack well Puesto Climaco-2. |

4) Argentina reserves for 2005 and 2007 include natural gas liquids.

B. Capitalized Costs

Proved Unproved Accumulated Capitalized
Properties Properties DD&A Costs
Capitalized Costs, December 31, 2006 $ 41,975,679 &% 18,333,054 $ 4215449) § 56,093,284
Argentina 2,418,942 (785,637) (2,418,683) (785,378)
Colombia ) . 13,437,833 706,568 (6,906,119} 7,238,282
Capitalized Costs, December 31, 2007 $ 57,832,454 § 18,253,985 § (13,540,251) $ 62,546,188
C. Costs Incurred - Period Ended December 31, 2007 '
Qil and Gas
Argentina Colombia Total

Total Costs Incurred before DD&A
Property Acquisition Costs

Proved 7,087,858 — 8 7,087,858

Unproved 12,588 —_ 12,588
Exploration Costs — —_ —
Peve[opmem Costs 1,231,231 — 1,231,231
Year ended December 31, 2045 8,331,677 — § 8,331,677
Property Acquisition Costs |

Proved 8,440,090 18,344,514 3 26,784,604

Unproved 3,921,255 14,399,211 18,320,466
Exploration Costs — 5,777,318 5,777,318
Development Costs 1,033,680 — 1,033,680
Year ended December 31, 2006 21,726,702 38,521,043 3 60,247,745
Property Acquisition Costs )

Proved - — 5 ) —

Unproved — [— —
Exploration Costs — 10,074,707 10,074,707
Development Costs 1,633,305 4,069,654 5,702,999
Year ended December 31, 2007 23,360,007 76,025,451
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D. Results of Operations for Producing Activities - Period Ended December 31, 2007

Argentina . Colombia Total
Year ended December 31, 2005 7 V
Net Sales $ 1,059,297 — 8 1,059,297
Production Costs (395,287) — (395,287)
Exploration Expense — — —
DD&A ’ (444,853) — (444,853)
Other expenses/(income) _— — —_
Income Taxes . - ‘ (76,705) — (76,705)
Results of Operations s 142,452 — 8 142,452
Year ended December 31, 2006 )
Net Sales b 5,108,851 3§ 6,612,190 § 11,721,041
Production Costs (2,846,705) (1,386,765) (4,233,470)
Exploration Expense — — —
DDé&A (1,550,543) (2,494,317) (4,044,860 )
Other expenses/(income) — — —
Income Tax Provision 132,357 (809,737) {677,380)
Results of Operations 3 843960 $ 1,921,371 § 2,765,331
Year ended December 31, 2007 .
Net Sales . 5 8,104,457 § 23,748.155  § 31,852,612
Praduction Costs - (6,327,276) (4,097,336) (10,424,612)
Exploration Expense —_ —_— —
DD&A (2,476,834) (6,850,086) (9,326,920}
Other expenses/(income) — — —
_ Income Tax Provision 1,065,423 (1,354,082) . (288,659}
Results of Operations 3 365,770 S 11,446,651 § 11,812,421

E. Standardized Measure of Discounted Future Net Cash Flows and Changes

The following disclosure is based on estimates of net proved reserves and the period during which they are expected to be produced. Future
cash inflows are computed by applying year end prices to Gran Tierra Energy’s after royalty share of estimated annual future production
from proved oil and gas reserves. The calculated weighted average oil prices at December 31, 2007 were $71.28 for Colombia and $38.76

for Argentina. The calculated weighted average oil prices at December 31, 2006 were $48.66 for Colombia and $36.78 for Argentina. The
weighted average oil price used for Argentina at December 31, 2005 was $20.42. Future development and production costs to be incurred in'
producing and further developing the proved reserves are based on year end cost indicators. Future income taxes are computed by applying
year end statutory tax rates, These rates reflect allowable deductions and tax credits, and are applied to the estimated pre-tax future net cash
flows.

Discounted future net cash flows are calculated using 10% mid-perod discount factors. The calculations assume the continuation of existing
economic, operating and contractual conditions. However, such arbitrary assumptions have not proved to be the case in the past. Other
assumptions could give rise to substantially different results.

The Company believes this information does not in any way reflect the current economic value of its oil and gas producing properties or the
present value of their estimated future cash flows as:

. no economic value is attributed 1o probable and possible reserves;
. use of a 10% discount rate is arbitrary; and
. prices change constantly from year end levels.
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December 31, 2005
Future Cash Inflows
_ Future Production Costs o
_ Future Development Costs
_ Fuiure Site Restoration Costs K
Future Income Tax ) . _
_ Future Net Cash Flows. ..~ - . : '
_ 10% Discount Factor
Standardized Measure
December 31,2006
Future Cash Inflows .
_ Future Production Costs
_ Future Development Costs
Future Site Restoration Costs
Future Income Tax
_Future Net Cash Flows
10% Discount Factor
Standardized Measure
December 31, 2007
Future Cash Inflows
Future Production Costs
Future Development Costs
Future Site Restoration Costs o ’ : . ' S
Future Income Tax
Future Net Cash Flows
10% Discount Factor

Standardized Measu re,

!

Changes in the Standardized Measure of Discounted Future Net Cash Flows

The following are the principal sources of change in the standardized measure of discounted future net cash flows:

Beginning of Year
Sales and Transfers of Oil and Gas Produced, Net of Production Costs

Net Changes in Prices and Production Costs Related to Future Production
Extensions, Discoverics and lﬁp;o'aed Rcc'm_f:ry: Less Related Costs
Development Costs Incurred during the Period

Revisions of Previous Quantity Est:mates

‘Actretion of Discount -
Purchases of Reserves in Place
’Sal_ss of Reserves in Place

Net change in Income Taxes
Oher
End of Year

B R - - s e p e - - . -~
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Argentina Colombia Total
$ 25,445,000 — § 25445000
(11,965,000) — (11,965,000)
(1,575,000) — (1,575,000)-
.. 11,905,000 — 11,905,000
(2,725,000) — (2,725,000)
9,180,000 — 3 9,180,000
§. 72,151,000 $ 53,332,000 § 125,483,000
(24,385,000) (14,958,000) 1(39,343,000)
(9,102,000) (2,307,000) (11,409,000}
(872,000) — (872,000}
(12,849,280) (12,262,780) (25,112,060}
24,942,720 23,804,220 48,746,940
(7,685,627) (6,193,490) (13,879.117)
$ 17,257,093 § 17,610,730 $ 34,867,823
5 79,777,000 § 393,164,000 § 472,941,000
(20,001,000) (54,760,000) (74,761,000)
(8,658,000) (21,350,000) (30,008,000)
- (617,000) (2,568,000) (3,185,000)
(17,716,000) (98,998,000) {116,714,000)
32,785,000 215,488,000 248,273,000
(8,435,000) {43,554,000) (51,989,000)
$ 24,350,000 $ 171,934,000 § 196,284,000
2007 2006 2005
$ 34867823 § 9,180,000 $ —
(21,428,000) (7.487,571) (664,010}
7,399,396 1,943,293 —
204,151,000 - —
5,702,999 1,033,680
, 34,880,088 . 1,522,696 -
4,874,694 1,190,500 —
T . 29,514,395 ., 9,844,010
~ (74,164,000) 2,029,170y —
'S 196284000 § 34867823 S 9,080,000




2) Summarized Quarterly Financial Information

2007
First Quarter

Second Quarter

Third Quarter

Fourth Quarter

200§T

First Quarter
Second Quarter
Third Quarter
Fourth Quarter

Basic and
Diluted
Income Earnings
Revenue and (Loss) Before Net Income (Loss) Per
other Income Expenses Income Tax  Income Tax {Loss) *_Share

$ 4,516,830 § 11,465422 $ (6,948,592)8 (298,408) § (6,650,184)% (0.07)
3,749,734 9,998,110  (6,248,376) (1,176,292)  (5,072,084) (0.05)
8.038,730 7,458,251 580,479 (511,218) 1,091,697 0.01

15972,860  11,528.808 4444052  2.280,685 _ 2,163,367 0.02

$ 32,278,154 $ 40450,591 $ (8,172437)$ 294,767 $ (8,467,204)$ (0.09)
$ 1,049,629 § 2211120 § (1,161491)8 57457 § (1,218948)$ (0.03)
2,089984 2,581,390 (491,406) 80,326 (571,732) ©.01)
5415124 4,771,059 644,065 710,417 (66,352) (0.00)
(3,518,176 7,655,668 _ (4,137.492)  (170.820) _ (3,966,672) {0.04)
$ 12072913 § 17219237 § (5,I46,324)$ 677,380 $ (5,823,704 $ (0.08)

In June 2006, the Company acquired its Co]ombna assets for consideration of $37.5 million cash, 870,647 shares of our common stock and
overriding and net profit interests in certain assets valued at $1 million.

As discussed in Note 13, “Restatement of Prior Period Financial Statements” in the Company’s Consolidated Financial Statements for the
years ended December 31, 2007 and 2006 and for the period ended December 31, 2005, the following tables present the restated unaudited
quarterly financial information for each of the quarters ended March 31, 2007, June 30, 2007 and September 30, 2007

Net change in non-cash working capital

Accounts payable and accrued liabilities

Net cash provided {used in) operating activities

Oil and gas propetty expenditures
Net cash used in investing activities

Net change in non-cash workmg capital

Accounts payable and accrued llablll[lCS

Net cash provided (used in) operating activities

Qil and gas property expenditures

Net cash used in investing activitics
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Nine Months Ended September 30, 2007

As Previously Increase
Stated (Decrease) As Restated
$ 4617930 § (4265475) $ 352,455

$  (1,314953) §  (4.265475) § | (5,580,428}

$ (16,653,595) § 4265475 $§ (12,388,120)
$  (15164,409) 3 4,265475 $§ (10,898,934)

.Six Months Ended June 30, 2007

As Previously _ Increase
Stated - (Decrease)

As Restated
$. 3,520,531 3 (4,954,410} $ ) (1,433,8?9)
$ 1,264,438 $§ (4,954,410} § (3,689,972}

$ (15952316) $ 4954410 $  (10,997,906)
(15,523,039} $§ 4954410 $ (10,568,629)
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Three Months Ended March 31, 2007

As Previously Stated  Increase (Decrease) As Restated

Net change in non-cash working capital ' .

Accounts payab]elran(—i accr:ued lial;jlitiés ) 5 6,234,580 § (3,727,227) 8 2,507,353

Net cash provided (used in) operating activities g 818,438 § (3,721.227) § (2,908,789)
) Moat - : 2

Oil and gas property expenditures _ R - 8 ) { 2,618,768) § 3,727,227 8 (B,R91,541)

Net cash used in investing activities 8 (12,616,054) § 3,727227 § (8,888,827)

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures
B {
Disclosure Controls and Procedures '

We have established disclosure controls and p-rocedures that are designed to provide reasonable assurance that information required to be
disclosed by a company in the reports that it files under the Securities Exchange Act of 1934, or Exchange Act, is recorded, processed,
summarized, and reported within the required time periods.

As a result of our restatement of our financial statements which caused us to file this Form 10-K/A, our management, including our Chief Executive
Officer and Chief Financial Officer, rezvaluated the effectiveness of the design and operation of our disclosure controls and procedures as of the end of
the period covered by this report, as required by Rule 15d-15 of the Exchange Act. Based on their evaluation, our principal executive and principal
financial officers have concluded that Gran Tierra Energy’s disclosure controls and procedures (as defined in Rules 132-15(e) and 15d-15(e) under the
Exchange Act) were not effective as of December 31, 2007 to ensure that the information required to be disclosed by Gran Tierra Energy in the reports
that it files or submits under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the Securities and
Exchange Commission (“SEC”) rules and forms and that such information is accurnulated and communicated to management, including our Chief
Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure based on the definition of
“disclosure controls and procedures” as defined in Rule 15d-15 promulgated under the Exchange Act. Our Chief Executive Officer and Chief Financial
Officer arrived at this assessment based on the determination that we had a material weakness in our internal control over financial reporting, as discussed
below.

Management’s Revised Annual Report on Internal Control Over Financial Reporting

Gran Tierra Energy’s management is responsible for establishing and maintaining adequate internal control over financial reporting for Gran
Tierra Energy, as such term is definud in Rules | 3a-15(f) and 15d-15(f) under the Exchange Act. As a result of our restatement of our
financial statements which caused us to file this Form 10-K/A, under the supervision and with the participation of Gran Tierra Energy’s
management, including our principal executive and principal financial officers, Gran Tierra Energy conducted a reevaluation of the
effectiveness of its internal control over financial reporting based on the framework in Invernal Control -— Integrated Framework issued by
the Commitiee of Sponsoring Organizations of the Treadway Commission (the “COSO Framework™). Based on this evaluation under the
COS0 Framework, management concluded that our internal control over financial reporting was not effective as of December 31, 2007,
because of the presence of a material weakness. The material wéakness relates to a misclassification of cash flows from operating activities,
with a corresponding offset to cash flows from investing activities, in the statement of cash flows. The controls over the entry of data into a
spreadsheet used in the preparation of the statement of cash flows and the monitoring thereof was not sufficiently precise to prevent the
misclassification from occurring.

Management originally concluded that cur internal control over financial reporting was effective as of December 31, 2007. However, in the
course of preparing our interim financial statements for our quarterly report on Form 10-Q to be fited with the SEC for the quarter ended
March 31, 2008, we discovered a misclassification of accounts payable and accrued liabilities in our 2007 interim financial statements for
the previously reported quarters ended March 31, 2007, June 30, 2007 and September 30, 2007, and annual financial statements for the years
ended December 31, 2006 and 2007 (coliectively, the “Affected Financial Statements™). The misclassification resulted in a misstatement of
our cash flows from operating activities, with a corresponding offset to cash flows from investing activities. The restatements in the A ffected
Financial Statements had no effect on our previously reported net change in cash and cash equivalents and no impact on our previously
teported consolidated balance sheets or consolidated statements of operations and accumulated deficit contained in the Affected Financial
Statements.
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Deloitte & Touche LLP, the independent registered public accounting firm that audited Giran Tierra Energy’s consolidated financial
statements as of and for the year ended December 31, 2007, has issued an attestation report on our internal control over financial reporting.

Remediation of Material Weakness

I

We are taking steps lo remediate the material weakness, but will not be able to assert that we have remediated the material weakness until
the control has occurred and management has tested the remediated control. Management intends to review and verify the data entered into a
spreadsheet used to calculate the changes in accounts payable and accrued liability balances, used to determine cash flows from operating
and investing activities, Management's intent is to test this control during the second and third quarters of 2008,

Changes in Internal Control Over Financial Reporting

There was no change in Gran Tierra Energy’s internal control over financial reporting during the fourth quarter of 2007 that has materially
affected, or is reasonably likely to materially affect, Gran Tierra Energy’s internal control over financial reporting.
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. Independent Registered Chartercd Accountants

Report of Independent Registered Chartered Accountants
To the Board of Directors and Shareholders of Gran Tierra Energy Ing¢,

We have audited the intemal comrol over financial reporting of Gran Tierra Energy Inc. and subsidiaries (the “Company™) as of December
31,2007, based on the criteria cstabiished in Inrernal Control—Integrated Framework issued by the Committee of Sponsoring '
Organizations of the Treadway Commission. The Company's management is responsible for maintaining effective intemal control over
financial reporting and for its asscssment of the effectiveness of internal control over financial reporting, included in the accompanying
Management’s Revised Annual Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the
Company's internal control over financial reporting based on our audit.

We conducted our audit in accoréance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether cffective internal control over financial
n,pomng was maintained in all material respects. Qur audit included obtaining an understandmg of internal control over financial reporting,
assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on
the assessed rlsk and performing such other procedures as we considered riccessary in the circumstances. We believe that our audit provides
a reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's principal
executive and principal financial officérs, or persons performing similar functions, and effected by the company's board of directors,
management, and other personnel o provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles. A company's internal control over
financial réporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary Lo permit preparation of financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable-assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of
the company's assets that could have a material ‘effect on the financial statements.

Because of the inherent limitations of intemnal control over financial reporting, including the possibility of collusion or improper management
override of controls, material missiatements due to ervor or fraud may not be prevented ordetected on a timely basis. Also, projections of any
evaluation of the effectiveness of th¢ internal control over financial reporting to future periods are subject to the risk that the controls may -
become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our report dated March 7, 2008, we expressed an unqualified opinion on the effectiveness of intemal control over financial reporting as of
December 31, 2007. As described in the following paragraph, the Company subsequently identified a material misstatement in its Statement of Cash
Flows for each of the two years end2d December 31, 2007 and 2006, which caused such annual financial statements to be restated. Management
subsequently revised its assessment of intemal control over financial reporting duc to the identification of a material weakness, described in the
following paragraph, in connection with the financial statement restatement. Accordingly, our opinion on the effectiveness of the Company’s internal -
control over financial reporting as of December 31, 2007 expressed herein is different from that expressed in our previous report. '

A material weakness 1s a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there is a
reasonable possibility that a material misstatement of the company’s annual or interim financial statements will not be prevented or detected
on a timely basis, The following material weakness has been identified and included in management's assessment: The controls over the
entry of data into a spreadsheet uszd in the preparation of the Statement of Cash Flows and the monitoring thereof was not sufficientty
precise to prevent a misclassification of cash flows from operating activities with a corresponding offset to cash flows from investing
activities from occurring. This material weakness was considered in determining the nature, timing, and extent of audit tests applied in our
audit of the consolidated financial statements as at and for the year ended December 31, 2007, of the Company and this report does not
affect our report on such financial statements.

I our opinion, because of the effect of the material weakness identified above on the achievement of the objectives of the control criteria, the
Company has not maintained effective internal control over financial reporting as of December 31, 2007, based on the crilera established in
Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.-

We have also audi‘ted. in accofdanqe I":Jvith Canadian generally accepted auditin'g‘standmjds and the standards of the Public Cﬁmpar_ly Accounﬁﬁg
Oversight Board (United States), the conselidated financial statements as of and for the year ended December 31, 2007 of the Company and our report
dated March 7, 2008 (May 12, 2008 s to the effects of the restatement discussed in Note 13), expressed an unqualified opinien on those financial

statements and includes an explanatory paragraph relating to a restaternent of the Company’s consolidated financial statements. oo ’

/s/ DELOITTE & TOUCHE LLP

Calgary, Canada -
March 7, 2008 (May 12, 2008 as to the effects of the material weakness)
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Item 9A(T). Controls and Procedures : .
Not applicable.

Item 9B. Other Inforn'mt.ion

None.
PART 111
Item 10. Directors, Executive Officers and Corporate Governance

The information required by ltem 10 of Form 10-K with respect to Item 401 of Regulation S-K regarding our directors is incorporated herein
by reference from the information contained in the section entitled “Proposal 1 - Election of Directors™ in our definitive Proxy Statement for
the 2008 Annual Meeting of Stockholders (the “Proxy Slalement”), a copy of which will be filed with the Securities and Exchange
Commission on or before April 30, 2008.

The information required by Item 10 of Form 10-K with respect to Item 405 of Regulation S-K regarding section 16(a) beneficial ownership
compliance is incorporated by reference from the information contained in the section entitled “Section 16(a) Beneficial Ownership
Reporting Compliance” in our Proxy Statement.

For information with respect to our executive officers, see “Executive Officers of the Registrant™ at the end of Part  of this report, following
[tem 4.

The information required by Item 10 of Form 10-K with respect to Items 407(c)(3), 407(d)(4) and 407(d)(5) is incorporated by refereﬂce
from the information contained in the section entitled “Proposal 1 - Election of Directors™ in our Proxy Statement,

Adoption of Code of Ethics

Gran Tierra Energy has adopted a Code of Business Conduct and Ethics (the “Code™) applicable to all of its Board members, employees and
executive officers, including its Chief Executive Officer (Principal Executive Officer), and Chief Financial Officer (Prmc&pal Financial
Officer and Principal Accounting Officer). Gran Tierra Energy has made the Code available on its website at
htp./iwww.grantierra.com/policies-practices/ .

" Gran Tierra Energy intends to satisfy the public disclosure requirements regarding (1) any amendments to the Code, or (2) any waivers
under the Code given to Gran Tierra Energy’s Principal Executive Officer, Principal Financial Officer and Principal Accounting Officer by
posting such information on its website at hup://www. grantierra.com/policies-practices/ . There were no amendments to the Code or
waivers granted thereunder relating to the Principal Executive Officer, Principal Fmancml Officer or Principal Accounting Officer during
fiscal 2007.

Item 11. Executive Compensation

The information required by ftem 11 of Form 10-K is incorporated herein by reference from the information contained in the sections
entitles “Executive Compensation and Related Information,” “Director Compensation,” “Compensation Committee Report™ and
“Compensatlon Committee Interlocks and Ins:der Part1c1pat|on in our Proxy Statement. :

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

The information required by [tem 12 of Form 10-K with respect to Item 403 of Regulation S-K regarding security ownership of certain
beneficial owners and management is incorporated herein by reference from the information contained in the section entitled “Secunty
Ownership of Cenam Beneficial Owners and Management” in the Proxy Statement.

The infermation required by ltem 12 of Form 10-K with respect to Item 201(d) of Regulation S-K regardmg our equity compensauon plans
as of December 31, 2007 is mcorporated herein by reference from the information contained in the section entitted “Stockholder Approval of
Stock Plans™ in lhe Proxy Statement,

Item 1. Certain Relationships and Related Transactions, and Director Independence

The information required by Item 13 of Form 10-K is incorporated herein by reference from the information contained in the sections

entitled “Certain Relationships and Related Transactions™ and, with respect to director independence, the section entitled *Proposal 1 -
Election of Directors,” in our Proxy Statement.
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Item 14. Principal Accounting Fees and Services

The information required by Item 14 of Form 10-K is incorporated herein by reference from the information contained in the sections -

entitled “Principal Accountant Fees and Services” and “Audit Committee Pre-Approval Policies and Procedures’ in our Proxy Statement.

PART IV
Item 15. Exhibits, Financial Statement Schedules
(a) The following documents are filed as part of this Annual Report on Form 10-K:
(1) Financial Statements

The following documents are included as Part |1, Item 8, of this Annual Report on Form 10-K:

] Page y
Report of Independent Registered Chartered Accountants o 52 |
Consolidated Statements of Operations and Accumulated Deficit . 5B
Consolidated Balance Sheets ] B 54
Consolidated Statements of Cash Flow ) N 55
Consolidated Statement of Shareholders’ Equity ' 36
Notes to the Consolidated Financial Statements o 5T
Supplementary Data (Unaudited) 7_4_:

(2) Financial Statement Schedules
None.
(3) Exhibits

See the Exhibit Index which follows the signature page of this Annuat Report on Form 10-K, which is incorporated herein by
reference.
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SIGNATURES

Pursuant to the requirements of section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be -
signed on its behalf by the undersigned, thereunto duly authorized.

. 'GRAN TIERRA ENERGY INC.

Date: May 12, 2008 . By: /s/ Dana Coffield

Dana Coffield
Chief Execuiive Officer and President
(Principal Executive QOfficer)

Date: May 12, 2008 By: /s/ Martin Eden

Martin Eden !
Chief Financial Officer

4

(Principal Financial and Accounting Officer)

33




Pursuant to the requirements of the: Securities Exchange Act of 1934, this réport has been signed below by the following persons on behalf
of the registrant and in the capacities and on the dates indicated:

Name , Title Date
fs/ Dana Coffield : - » Chief Executive Officer and President May 12, 2008 '
Dana Coffield ' ‘(Principal Executive Officer)
/s/ Martin Eden Chief Financial Officer May 12, 2008
Martin Eden o C ' '
* Chairman of the Board, Director May 12, 2008
Jeffrey Scott o L ‘ L . T
* J '
Director : May 12, 2008

Veme Johnson

+ i '

Director May 12, 2008

Nicholas Kirton

* ' I Director May 12, 2008

Walter Dawson

* By: /s/ Dana Coffigld
Dana Coffield
Attorney-in-Fact o . - T
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EXHIBIT INDEX

Exhibit
No. Description ! Reference .
2.1 Acquisition Agreements See Exhibits 10.1, 10.3, 10.5, 10.18, 10.46 and 10.47
31 Articles of Incorporation. Incorporated by reference to Exhibit 3.1 to the Form SB-
2, as amended, filed with the Secunties and Exchange
Commission on December 31, 2003 (File No. 333-
111656).
. H )
32 Certificate Amending Articles of Incorporation. Incorporated by reference to Exhibit 3.2 to the Form SB-
2, as amended, and filed with the Securities and -
Exchange Commission on December 31, 2003 (File
No. 333-111656).
33 Certificate Amending Articles of Incorperation. Incorporated by reference .to Exhibit 3.4 to the éurrent .
Report on Form 8-K filed with the Securities and
Exchange Commission on November 10, 2005 {File No.
333-111656).
34 Certificate of Amendment to Articles of Incorporation. Incorporated by reference to Exhibit 3.5 to the Current
- Report on Form 8-K filed with the Securities and
Exchange Commission on June 1, 2006 (File No. 333-
111656).
35 Third Amended and Restated Bylaws of Gran Tierra Incorporated by reference to Exhibit 3.1 to the Current
Energy Inc. Report on Form 8-K filed with the Securities and
Exchange Commission on January 22, 2008 (File No.
333-111656).
4.1 Reference is made to Exhibits 3.1 to 3.5.
42 Form of Warrant issued in 2005. Incorporated by reference to Exhibit 4.1 to the Current
Report on Form 8-X filed with the Securities and
Exchange Commission on December 19, 2005 (File No.
333-111656).
43 Form of Warrant issued to institutional and retail Incorporated by reference to Exhibit 4.2 to the Current
investors in connection with the private offering in June Report on Form 8-K filed with the Securities and
2006. Exchange Commission on June 21, 2006 (File No. 333-
111656).
10.1 Share Purchase Agreement by and between Goldstrike Incorporated by reference to Exhibit 10.1 to the Current

Inc. and Gran Tierra Energy Inc. dated as of
November 10, 2005.
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Report on Form 8-K filed with the Securities and
Exchange Commission on November 10, 2005 (File
No. 333-111656).




10.2

10.3

10.4

10.5

Form of Registration Rights Agreement by and among
Goldstrike Inc. and the purchasers named therein.

h . e

Assignment Agreement by and between Goldstrike Inc.

and Gran Tierra Goldstrike Inc. dated as of
November 10, 2005., PR -

Voting Exchange and Support Agreement by and

between Goldstrike, Inc., 1203647 Alberta Inc., Gran
Tierra Goldstrike Inc. and Olympia Trust Company "

‘dated as of November 10, 2005.°

Form of Split Off Agreement by and among Goldstrike
Inc., Dr. Yenyou Zheng, Goldstrike Leasco Inc. and
* Gran Tlerra Energy Inc. b "
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Incorporated by reference to Exhibit 10.2 to the Current
Report on Form 8-K filed with the Securities and
Exchange Comniission on December 19, 2005 (File
Np. 333-111656). '

Incorporated by reference to Exhibit 10.2 to the Current
Report on Form 8-K filed with the Securities and

"Exchange Commission on November 10, 2005 (File
No. 333-111656). -

Incorporated by reference to Exhibit 10.3 to the Current
Report on Form 8-K filed with the Securities and
Exchange Commission on Novernber 10, 2005 (File
No. 333-111656). .

Incorporated by reference to Exhibit 10.4 to the Current
Report on Form 8-K filed with the Securities and

- Exchange Commission on November 10, 2005 (File

No. 333-111656).
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Exhibit

No. Description Reference ' -
10.6 Employment Agreement between Gran Tierra Energy Incorporated by reference to Exhibit 10.5 to the
Inc. and Dana Coffield dated as of April 29, 2003, as Current Report on Form 8-K filed with the Securities
amended. * and Exchange Commission on November 10, 2005
(File No. 333-111656). -
1 . e, : N N - [ . 0
10.7 Employment Agreement between Gran Tierra Energy Incorporated by reference to Exhibit 10.6 to the
Inc. and James Hart dated as of April 29, 2005, as Current Report on Form 8-K filed with the Securities
amended. * and Exchange Commission on November 10, 2005
(File No. 333-111656).
, ' - A\
10.8 Employment Agreement between Gran Tierra Energy Incorporated by reference to Exhibit 10.7 to the
Inc. and Max Wei dated as of April 29, 2005, as Current Report on Form 8-K filed with the Securities
amended. * and Exchange Commission on November 10, 2005
(File No. 333-111656).
10.9 Employment Agreement between Gran Tierra Energy Incorporated by reference to Exhibit 10.8 to the
Ing. and Rafael Orunesu dated as of March 1, 2005, as Current Report on Form 8-K filed with the Securities
amended. * and Exchange Commission on November 10, 2005
' (File No. 333-111656).

10.10 Form of Indemnity Agreement. * Incorporated by reference to Exhibit 10.9 to the
Curent Report on Form 8-K filed with the Securities
and Exchange Commission on November 10, 2005
(File No. 333-111656).

10.12 2005 Equity Incentive Plan. * Incorporated by reference to Exhibit 10.11 to the
Current Report on Form 8-K filed with the Securities
and Exchange Commission on November 10, 2005
(File No. 333-111656).

10.13 Form of Subscription Agreement. Incorporated by reference to Exhibit 10.1 to the
Current Report on Form 8-K filed with the Securities
and Exchange Commission on December 19, 2005
(File No. 333-111656).

10.14 Details of the Goldstrike Special Voting Share. Incorporated by reference to Exhibit 10.14 to the
Annual Report on Form 10-KSB/A for the period
ended December 31, 2005 and filed with the Securities
and Exchange on April 21, 2006 (File No. 333-
111656).

10.15 Exchangeable Share Provisions. Incorporated by reference to Exhibit 10.15 to the
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Annual Report on Form 10-KSB/A for the period
ended December 31, 2005 and filed with the Securities
and Exchange on April 21, 2006 (File No. 333-
111656).




10.16

10.17

10.18

10.20

Refinery Contract between Refinor S.A.and Dong
Wong Corporation - Golden Oil Corporation.

Contract between Compania General de Combustibles

"S.A. and Gran Tierra Eneréy Ai‘gentina S.A.

" Securities Purchase Agreement, dated as of May 25,
" 2006, by and between Gran Tierra Energy, Inc and

Crosby Capital, LLC. '

Form of Sccurities Purchase Agreement, dated as of
June 20, 2006, by and among the Company and retail
investors purchasing units of Gran Tierra Encrgy Inc.
securities in a private offering.
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Incorporated by reference to Exhibit 10.16 to the
Annual Report on Form 10-KSB/A for the period
ended December 31, 2005 and filed with the Securities
and Exchange on April 21, 2006 (File No. 333-
111656).

Incorporated by reference to Exhibit 10.17 to the
Annual Report on Form 10-KSB/A for the period
ended December 31, 2005 and filed with the Securities
and Exchange on April 21, 2006 (File No. 333-
111656)

Incorporated by reference to Exhibit 10.18 to the
Current Report on Form §8-K filed with the Securitics

- and Exchange Commission on June 1, 2006 (File No.

333-111656).

Incorporafed by reference to Exhibit 10.20 ro the
Current Report on Form 8-K filed with the Securitics
and Exchange Commission on June 21, 2006 (File No.
333-111656), '




Exhibit
No.

Description

Reference

10.21

10.22

10.23

10.24

1025

10.26

10.27

10.28

10.29

Form of Subscription Agreement, dated as of June 20,
2006, by and among Gran Tierra Energy Inc. and retail
investors subscribing for units of Gran Tierra Energy
Inc. securities in a private offering.

Securities Purcliase Agreement, dated as of June 20,
2006, by and between Gran Tierra Energy Inc. and CD

Investment Partners, Lid.

Form of Registration Rights Agreement, dated as of
June 20, 2006, by and among Gran Tierra Energy Inc.
and institutional investors purchasing units of Gran
Tierra Energy Inc. securities in a private offering.

Form of Registration Rights Agreement, dated as of
June 20, 2006, by and among Gran Tierra Energy Inc.
and retail investors purchasing units of Gran Tierra
Energy Inc. securities in a private offering.

Registration Rights Agreement, dated as of June 20,
2006, by and between Gran Tierra Energy Inc. and CD
[nvestment Partners, Ltd.

Lock-Up Agreement, dated June 20, 2006, by and
among Sanders Morris Harris Inc. and the executive
officers and directors of Gran Tierra Energy Inc.

Registration Rights Agreement, dated as of June 20,
2006, by and between Gran Tierra Energy Inc. and
Crosby Capital, LLC.

Form of Securities Purchase Agreement, dated as of
June 30, 2006, by and among Gran Tierra Energy Inc.
and the investors in the June 30, 2006 closing of the
Offering.

Form of Subscription Agreement, dated as of June 30,
2006, by and among Gran Tierra Energy Inc, and the
investors in the June 30, 2006 closing of the Offering.
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Incorporated by reference to Exhibit §0.21 to the
Current Report on Form 8-K filed with the Securitics
and Exchange Commission on June 21, 2006 (File No.
333-111656).

Incorporated by reference to Exhibit 10.22 to the
Current Report on Form 8-K filed with the Securities
and Exchange Commission on June 21, 2006 (File No.
333-111656).

Incorporated by reference to Exhibit 10.23 to the
Current Report on Form 8-K filed with the Securities
and Exchange Commission on June 21, 2006 (File No.
333-111656).

Incorporated by reference to Exhibit 10.24 to the
Current Report on Form 8-K filed with the Securities
and Exchange Commission on June 21, 2006 (File No.
333-111656).

Incorporated by reference to Exhibit 10.25 to the
Current Report on Form 8-K filed with the Securities
and Exchange Commission on June 21, 2006 (File No.
333-111656).

Incorporated by reference to Exhibit 10.26 to the
Current Report on Form 8-K filed with the Securities
and Exchange Commission on June 21, 2006 (File No.
333-111656).

Incorporated by reference to Exhibit 10.27 to the
Current Report on Form 8-K filed with the Securities
and Exchange Commission on June 21, 2006 (File No.
333-111656).

Incorporated by reference to Exhibit 10.28 to the
Current Report on Form 8-K filed with the Securities
and Exchange Commission on July 5, 2006 (File No.
333-111656).

Incorporated by reference to Exhibit 10.29 to the
Current Report on Form 8-K filed with the Securities
and Exchange Commission on July 5, 2006 (File No.
333-111656):




10.30

10.31

10.32

10.33

10.34

Form of Registration Rights Agreement, dated as of
June 30, 2006, by and among Gran Tierra Energy Inc.
and the investors in the June 30, 2006 closing of the
Offering.

Form of Escrow Agreement.

Form of Registration Rights Agreement by and among
Goldstrike Inc. and the purchasers named therein,

Form of Subscription Agreement by and among
Goldstrike Inc., Gran Tierra Energy, Inc. and the
investor identified therein.

Form of Registration Rights Agreement by and among
Gran Tierra Energy, Inc. fik/a Goldstrike, Inc. and the
purchasers named therein,

i
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Incorporated by reference to Exhibit 10.30 to the
Current Report on Form §-K filed with the Securities
and Exchange Commission on July 5, 2006 (File No.
333-111656).

Incorporated by reference to Exhibit 10.31 to Form SB-
2, as amended, filed with the Securities and Exchange
Commission on December 7, 2006 (File No. 333-
111656),

Incorporated by reference to Exhibit 10.32 o Form SB-
2, as amended, filed with the Securities and Exchange
Commission on December 7, 2006 (File No. 333-
111656). -

L]

" [ncorporated by reference to Exhibit 10.33 to Form SB-

2, as amended, filed with the Securities and Exchange
Commission on December 7, 2006 (File No. 333-
111656). : '

Incorporated by reference to Exhibit 10.34 to Form SB-
2, as amended, filed with the Securities and Exchange
Commission on December 7, 2006 (File No. 333-
111656).




Exhibit

No. Description Reference
10.35 Form of Subscription Agreement by and among Gran Incorporated by reference to Exhibit 10.35 to Form $B-2,
Tierra Energy, Inc. f7k/a Goldstrike, Inc. and the investor as amended, filed with the Securities and Exchange
identified therein. Commission on December 7, 2006 (File No. 333-
111656).
10.36 Executive Employment Agreement dated December |, ‘ Incorporated by reference to Exhibit 10.36 to the current
2006, by and between Gran Tierra Energy Inc, and Martin ~ report on Form 8-K filed with the Securities and
H. Eden. * . Exchange Commission on January 3, 2007 (File No. 333-
111656).
1037 Credit Agreement dated February 22, 2007, by and Incorporated by reference to Exhibit 10,1 to the current
among Gran Tierra Energy Inc, Gran Tierra Energy report on Form 8-K/A filed with the Securities and
Colombia, Ltd., Argosy Energy Corp., and Standard Bank  Exchange Commission on March 6, 2007 (File No. 333-
Ple. A 111656).
10.38 Note For Loans, dated Februa;'y 22,2007, by the Incorporated by reference o Exhibit 10.2 to the current
Company in favor of Standard Bank Plc. report on Form 8-K/A filed with the Securities and
Exchange Commission on March 6, 2007 (File No. 333-
) 111656).
10.39 GP Pledge Agreement, dated as of February 22, 2007, by Incorporated by reference to Exhibit 10.3 to the current
the Company in favor of Standard Bank Plc. report on Form 8-K/A filed with the Securities and
Exchange Commission on March 6, 2007 (File No. 333-
111656).
10.40 Partnership Pledge Agreement, dated as of February.22, Incorporated by reference to Exhibit 10.4 to the current
2007, by and among the Company and Argosy Energy report on Form 8-K/A filed with the Securities and
Corp., in favor of Standard Bank Plc. Exchange Commission on March 6, 2007 (File No. 333-
111656).
10.41 Collection Account Pledge Agreement, dated as of Incorporated by reference to Exhibit 10.5 to the current
February 22, 2007, by Gran Tierra Energy Colombia, Ltd.  report on Form 8-K/A filed with the Securities and
in favor of Standard Bank Plc. Exchange Commission on March 6, 2007 (File No. 333-
111656).
10.42 1SDA 2002 Master Agreement, dated as of February 22, Incorporated by reference to Exhibit 10.6 to the current
2007, by and among the Company and Standard Bank report on Form 8-K/A filed with the Securities and
Plc, and the Schedule thereto. Exchange Commission on March 6, 2007 (File No. 333-
111656).
10.43 Blocked Account Control Agreement, dated as of Incorporated by reference to Exhibit 10.7 to the current

February 22, 2007, by and among Gran Tierra Encrgy
Colombia, Ltd., Standard Bank Plc and JPMorgan Chase
Bank.
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report on Form 8-K/A filed with the Securities and
Exchange Commission on March 6, 2007 (File No. 333-
111656).




10.44

1045

10.46

10.47

10.48

10.49

- 10.50

10.51

10.52

10.53 -

10.54

Share Pledge Agreement, dated as of February 22, 2007,
by and among the Company and Standard Bank Plc.

First Priority Open Pledge Agreement Over Credit

Rights Derived From A Crude Oil Commercial Sales
Agreement, dated as of February 22, 2007, by-and among
Gran Tierra Energy Colombia, Ltd. and Standard Bank
Plc.

Contract between Ecopetroi S.A., and Argosy Energy
International, for the sale of crude oil, dated December 1,
2006

Palmar Largo Assignment Agreement, dated
September 1, 20085, between Don Won Corporation
{Sucursal Argentina), and Gran Tierra Inc.

Escrow Agreement dated as of the ____ th day of June,
2006, among Gran Tierra Energy, Inc. and
McGuireWoods LLP, as Escrow Agent

Employment Agreement, dated April |, 2006, between
Argosy Energy International and Edgar Dyes. *

Form of Liquidated Damages Waiver

2007 Equity Incentive Plan.*

Form of Option Agreement under the Company’s 2007
Equity Incentive Plan *

Form of Grant Notice under the Company’s 2007 Equity
Incentive Plan.*

Form of Exercise Notice under the Company’s 2007
Equity Incentive Plan.*
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Incorporated by reference to Exhibit 10.8 to the current
report on Form 8-K/A filed with the Securities and
Exchange Commission on March 6, 2007 (File No. 333-
111656). .

Incorporated by reference to Exhibit 10.9 to the current
report on Form 8-K/A filed with the Securities and
Exchange Commission on March 6, 2007 (File No. 333-
111656).

Incorporated by reference to Exhibit 10.46 to the Annual
Report on Form 10-KSB filed with the Securities and
Exchange Commission on March 30, 2007 (File No. 333-
111656).

Incorporated by reference to Exhibit 10.47 to the Annual
Report on Form 10-KSB filed with the Securities and
Exchange Commission on March 30, 2007 (File No. 333-
111656).

Incorporated by reference to Exhibit 10.48 to the Form
S-1/A filed with the Securities and Exchange
Commission on May 4, 2007 (File No. 333-140171).

Incorporated by reference to Exhibit 10.49 to the Form
S-1/A filed with the Securities and Exchange
Commission on May 4, 2007 (File No. 333-140171).

Incorporated by reference to Exhibit 10.1 to the
Quarterly Report on Form 10-Q filed with the Securities
and Exchange Commission on August 14, 2007 (File No.
333-111656).

Incorporated by reference to Exhibit 99.1 to the
Registration Statement on Form S-8 filed with the
Securities and Exchange Commisston on October 19,
2007 (File No. 333-146815).

Incorporated by reference to Exhibit 99.1 to the current
report on Form 8-K filed with the Securities and
Exchange Commission on December 21, 2007 (File No.
000-52594).

Incorporated by reference to Exhibit 99.2 to the current
report on Form 8-K filed with the Securities and
Exchange Commission on December 21, 2007 (File No.

Incorporated by reference to Exhibit 99.3 to the current
report on Form 8-K filed with the Securities and
Exchange Commission on December 21, 2007 (File No.




Exhibit

No. Description Reference

211 List of subsidiaries. Previously filed
23.1 Consent of Deloitte & Touche LLP Filed herewith.
23.2 Consent of Gaffney, Cline and Associates Filed herewith.
241 Power of Attorney. Previously filed
3l Certification of Principal Executive Officer Filed herewith.
31z Certification of Principal Financial Officer Filed herewith.

321 Certification of Principal Executive and Financial Officers Filed herewith.

* Management contract or compensatory plan or arrangement.
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The Details

7

Q

s
‘
!,.

LEGAL COUNSEL TRANSFER AGENT / '

Cooley Godward Kronish LLP Computershare

5 Palo Alto Square 350 Indiana Street, Suite 800

3000 E1 Caming Real Golden, Colorado 80401

Palo Alto, California 94306-2155 800-962-4284 \

INVESTOR RELATIONS INDEPENDENT ACCOUNTANTSK/\/
Cameron Associates Deloitte & Touche LLP

Al Palombo 3000, 700 Second Street SW

1370 Avenue of the Americas, Suite 902 Calgary, Alberta

New York, New York 10019 Canada T2P 057

212-554-5488

ANNUAL MEETING & REPORT
The 2008 annual meeting of Shareholders will be held on June 16, 2008 at 10:00 am MDT at the

Gran Tierra Energy head office:
300, 611-10th Avenue S.W. Calgary, Alberta Canada T2R 0B2

A copy of the company’s Annual Report Form 10-K/ A for the year ended December 31, 2007, filed with the
Securities and Exchange Commission (without exhibits) may be obtained without charge by writing to

Martin Eden, the company's secretary, at the address listed above.

A copy of the company’s 2007 Annual Report Form 10-K/ A and other filings with the Securities and Exchange

Commission may be obtained from the Securities and Exchange Commission’s website at www.sec.gov.

Forward-looking statements: The statements in the letter to shareholders, and in this annual report in general, regarding Gran Tiera Energy's plans and expectations ara forward-fooking
information, forward looking statements or financial outlsoks {collectively, “forward-looking statements”) under the meaning of applicable securities laws, including Canadian Securilies
Administrators’ National Instrument 51-102 Continuous Disclosure Obligations and the United States Private Securiies Litigation Reform Act of 1995, Words such as “will, “shoutd,”
“antitipata,” expects,” and other words and phrases depicting events as occurring in the future are forward-looking statements. These forward-locking statements ara subject to risks,
uncertainties and other factors t at could cause actual results or outcomes to differ materially from those contemplated by the forward-looking statements, Although, Gran Tiera Energy
believes that the assumptions underlying, and expectations reflected in, these forward-loaking statements are reasonable, it can give no assurance that these assumptions and expectations
will prave to be comect. Important factors that could cause the cesults or outcomes discussed herein to differ materially from those indicaled by these forward-looking statements, include,
among other things, the risks set forth in *ltem 1A - Risk Factors® in the Farm 10-¥/A which forms a part of this annual report. The farward-locking statements contained herein are made as
at the date of this annual report, and Gran Tierra Energy does nol undertake an obligation to update forward-looking or other statements in this annual report. Gran Tiemra Energy's
forward-looking statements are expressly qualified in their entirety by this cautionary statement.



Notes




Our Mission

Gran Tierra Energy was formed in 2005 to capitalize on the expertise,
experience and strategic relationships of the management team to build
substantial value and a record of success in South America. Our mission is to
create value, sensibly and aggressively, in oil and gas exploration and

development.

GranTierra

energy inc.

www.grantierra.com

300, 611-10™ Avenue S.W.
Calgary, Alberta, Canada, T2R 0B2
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