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ABBREVIATIONS 

Oil and Natural Gas Liquids  Natural Gas 

bbls barrels  mcf thousand cubic feet 

Mbbls thousand barrels  mcf/d thousand cubic feet per day 

MMbbls million barrels  scf standard cubic foot 

bbls/d barrels per day  MMscf millions of standard cubic feet 

bopd barrels of oil per day  MMscf/d millions of standard cubic feet per day 

NGLs natural gas liquids  Bscf billion cubic square feet 

     

Other    

boe(1) barrel of oil equivalent of crude oil and natural gas on the basis of 1 bbl of crude oil for 6 mcf of natural gas 

boe/d barrel of oil equivalent per day    

mboe/d thousand barrels of oil equivalent per 

day    

WTI West Texas Intermediate    

API a measure established by the American Petroleum Institute of the density or gravity of liquid petroleum products 

derived from a specific gravity 

m metres    

km kilometres    

km2 square kilometres    

Note: 

(1) The term "boes" may be misleading, particularly if used in isolation. A boe conversion ratio of 6 mcf:1 bbl is based on an 
energy equivalency conversion method primarily applicable at the burner tip and does not represent a value equivalency 
at the wellhead. 

CONVERSION 

The following table sets forth certain standard conversions from Standard Imperial Units to the International System of 
Units (or metric units) or vice versa. 

To Convert From  To  Multiply By 

mcf  Cubic metres  28.317 

Cubic metres  Cubic feet  35.315 

Cubic metres  Barrels  6.289 

Feet  Metres  0.305 

Metres  Feet  3.281 

Miles  Kilometres  1.609 

Kilometres  Miles  0.621 

Acres  Hectares  0.405 

Hectares  Acres  2.471 
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Gigajoules  MMBTU  0.948 

MMBTU  mcf  0.970 
 

FORWARD LOOKING STATEMENTS 

This annual information form ("AIF") and any documents incorporated by reference herein contain certain forward-
looking statements and forward-looking information which are based on the Corporation's internal expectations, 
estimates, projections, assumptions and beliefs as at the date of such statements or information, including, among other 
things, assumptions with respect to production, future capital expenditures and cash flow. The reader is cautioned that 
assumptions used in the preparation of such information may prove to be incorrect. The use of any of the words 
"anticipate", "continue", "estimate", "expect", "may", "will", "project", "plan", "should", "believe", "could", 
"scheduled", "targeted" and similar expressions are intended to identify forward-looking statements and forward-
looking information. These statements are not guarantees of future performance and involve known and unknown risks, 
uncertainties and other factors that may cause actual results or events to differ materially from those anticipated in such 
forward-looking statements or information. The Corporation believes that the expectations reflected in those forward-
looking statements and information are reasonable but no assurance can be given that these expectations, or the 
assumptions underlying these expectations, will prove to be correct and such forward-looking statements and 
information included in this AIF and any documents incorporated by reference herein should not be unduly relied upon. 
Such forward-looking statements and information speak only as of the date of this AIF and any documents incorporated 
by reference herein, as the case may be, and the Corporation does not undertake any obligation to publicly update or 
revise any forward-looking statements or information, except as required by applicable laws. 

In particular, this AIF and any documents incorporated by reference herein, contains specific forward-looking 
statements and information pertaining to the following: 

• the quality of and future net revenues from the Corporation's reserves; 
• oil, NGLs and natural gas production levels; 
• commodity prices, foreign currency exchange rates and interest rates; 
• capital expenditure programs and other expenditures; 
• the sale, farming in, farming out or development of certain exploration properties using third party resources; 
• supply and demand for oil, NGLs and natural gas; 
• the Corporation's ability to raise capital; 
• the Corporation's acquisition strategy, the criteria to be considered in connection therewith and the benefits to 

be derived therefrom;  
• the Corporation's ability to continually add to reserves; 
• schedules and timing of certain projects and the Corporation's strategy for growth; 
• the Corporation's future operating and financial results;  
• the ability of the Corporation to optimize operations and reduce operational expenditures; 
• treatment under governmental and other regulatory regimes and tax, environmental and other laws; 
• production rates and targeted production levels; and 
• timing and cost of the development of the Corporation's reserves. 

 
With respect to forward-looking statements contained in this AIF and any documents incorporated by reference herein, 
the Corporation has made assumptions regarding, among other things: 

• the Corporation's ability to obtain additional drilling rigs and other equipment in a timely manner, as required;  
• access to third party hosts and associated pipelines can be negotiated and accessed within the expected 

timeframe; 
• FDP approval from DECC and operational construction and development of the Corporation's projects is 

obtained within expected timeframes; 
• the Corporation's development plan for its properties will be implemented as planned; 
• reserves volumes assigned to the Corporation's properties; 
• ability to recover reserves volumes assigned to the Corporation's properties;  
• revenues do not decrease below anticipated levels and operating costs do not increase significantly above 

anticipated levels; 
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• future oil, NGLs and natural gas production levels from Iona's properties and the prices obtained from the sales 
of such production; 

• the level of future capital expenditure required to exploit and develop reserves; 
• the Corporation's ability to obtain financing on acceptable terms; 
• the Corporation's reliance on partners and their ability to meet commitments under relevant agreements; and 
• the state of the debt and equity markets in the current economic environment. 

The Corporation's actual results could differ materially from those anticipated in these forward-looking statements and 
information as a result of assumptions proving inaccurate and of both known and unknown risks, including the risk 
factors set forth under "Risk Factors" in this AIF and the documents incorporated by reference herein and those set forth 
below: 

• risks associated with the exploration for and development of oil and natural gas reserves in the North Sea; 
• risks associated with offshore development and production including offshore production and transport 

facilities; 
• operational risks and liabilities that are not covered by insurance;  
• volatility in market prices for oil, NGLs and natural gas; 
• the ability of the Corporation to fund its substantial capital requirements and operations;  
• risks associated with ensuring title to the Corporation's properties; 
• changes in environmental, health and safety or other legislation applicable to the Corporation's operations, and 

the Corporation's ability to comply with current and future environmental, health and safety and other laws; 
• the accuracy of oil and gas reserve estimates and estimated production levels as they are affected by the 

Corporation's exploration and development drilling and estimated decline rates; 
• the Corporation's success at acquisition, exploration, exploitation and development of reserves, including, but 

not limited to, the drilling results from the Corporation's Orlando property; 
• the Corporation's reliance on key operational and management personnel;  
• the ability of the Corporation to obtain and maintain all of its required permits and licenses;  
• competition for, among other things, capital, drilling equipment, acquisitions of reserves, undeveloped lands 

and skilled personnel; 
• changes in general economic, market and business conditions in Canada, North America, the United Kingdom, 

Europe and worldwide, specifically being the availability of the debt and equity markets to the Corporation;  
• actions by governmental or regulatory authorities including changes in income tax laws or changes in tax laws, 

royalty rates and incentive programs relating to the oil and gas industry; 
• adverse regulatory rulings, orders and decisions;  
• risks associated with the nature of the Common Shares; and 
• the impact of adoption of IFRS as opposed to GAAP from January 1, 2011. 

 

Statements relating to reserves are deemed to be forward-looking statements, as they involve the implied assessment, 
based on certain estimates and assumptions, that the reserves described can be profitably produced in the future. Many 
of these risk factors, other specific risks, uncertainties and material assumptions are discussed in further detail 
throughout the AIF and in the MD&A. Readers are specifically referred to the risk factors described in the AIF under 
"Risk Factors" and in other documents the Corporation files from time to time with securities regulatory authorities. 
Copies of these documents are available without charge from the Corporation or electronically on the internet on Iona's 
SEDAR profile at www.sedar.com. 

 

 

 

 

 

http://www.sedar.com/
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EXCHANGE RATES AND CURRENCY 

The following table shows the average rates of exchange of Canadian dollars for one British pound sterling, expressed 
in Canadian dollars, in effect during the periods noted; the high and low rates of exchange during such periods; and the 
rates of exchange at the end of such periods, in each case based on the Bank of Canada average noon spot rate of 
exchange. 

 

 Canadian Dollars per British Pound Sterling 

Time Period Average High Low 

 

Calendar Year Ended 

   

December 31, 2010 1.5918 1.7268 1.4876 

December 31, 2009 1.7804 1.9148 1.6368 

December 31, 2008 1.9635 2.0535 1.7704 

On December 6, 2011, the Bank of Canada noon spot rate of exchange was C$1.5761  = £1.00. 

The following table shows the average rates of exchange of Canadian dollars for one United States dollar, expressed in 
Canadian dollars, in effect during the periods noted; the high and low rates of exchange during such periods; and the 
rates of exchange at the end of such periods, in each case based on the Bank of Canada average noon spot rate of 
exchange. 

 Canadian Dollars per United States Dollar 

Time Period  Average High Low Close 

 

Calendar Year Ended     

December 31, 2010 1.0299 1.0778 0.9946 0.9946 

December 31, 2009 1.1420 1.3000 1.0292 1.0466 

December 31, 2008 1.0660 1.2969 0.9719 1.2246 

     
On December 6, 2011 the Bank of Canada noon spot rate of exchange was C$1.0117 = US$1.00. 

In this AIF, all dollar amounts are expressed in Canadian dollars, unless otherwise noted. 
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GLOSSARY 

In this AIF, unless the context otherwise requires, the following words and phrases shall have the meaning set forth 
below: 

"ABCA" means the Business Corporations Act (Alberta), R.S.A. 2000, c. B-9, as amended, including the regulations 
promulgated thereunder; 

"AIF" means this Annual Information Form; 

"Board of Directors" or "Board" means the Board of Directors of the Corporation, as constituted from time to time; 

"Common Shares" means one or more common shares in the capital of the Corporation; 

"CPC Policy" means Policy 2.4 – Capital Pool Companies of the TSXV; 

"DECC" means the Department of Energy and Climate Change, an organization responsible for all aspects of managing 
UK energy policy and the tracking of global climate change on behalf of the UK; 

"Directors" means the directors of Iona Energy Inc. and a "Director" means any one of them; 

"ESP" means electrically submersible pump; 

"ETS Joint Operating Agreement" means a joint operating agreement relating to the Eagles Transportation System, 
which is expected to be utilized by Iona in respect of gas production transported from the Trent & Tyne Assets; 

"Fairfield" means Fairfield Cedrus Limited; 

"FDP" means field development plan; 

"GCA" means Gaffney, Cline & Associates Ltd., independent geological and petroleum engineering consultants with 
offices in Alton, Hampshire, United Kingdom; 

"GCA Report" means the independent reserves report prepared by GCA on March 9, 2011 in relation to the crude oil 
and natural gas reserves of Iona's interests in the Orlando Assets and in the Trent & Tyne Assets with an effective date 
of December 31, 2010; 

"Iona" or the "Corporation" means Iona Energy Inc., a corporation amalgamated in Alberta under the ABCA, and to 
the extent the context requires, its wholly-owned subsidiaries, Iona UK and Iona US; 

"Iona Energy" means Iona Energy Company Limited, a corporation incorporated in Alberta under the ABCA and the 
predecessor to the Corporation; 

"Iona Energy Common Shares" means one or more common shares in the capital of Iona Energy; 

"Iona UK" means Iona Energy Company (UK) Limited, a corporation incorporated in Scotland under the Companies Act 
1985 and a wholly-owned subsidiary of Iona; 

"Iona US" means Iona Energy Company (US) Limited, a corporation incorporated in Delaware under the laws of the 
State of Delaware and a wholly-owned subsidiary of Iona; 

"MPX" means MPX North Sea Limited or its successors or assignees; 

"NGLs" or "Natural Gas Liquids" means those hydrocarbon components that can be recovered from natural gas as 
liquids including, but not limited to, ethane, propane, butanes, pentanes plus, condensate and small quantities of non-
hydrocarbons; 

"NI 51-101" means National Instrument 51-101 - Standards of Disclosure for Oil and Gas Activities; 

"Northern" means Northern Lights Acquisition Corp., a capital pool company incorporated in Alberta under the ABCA 
and predecessor to the Corporation; 
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"Northern Shares" means one or more common shares in the capital of Northern; 

"Orlando Assets" means certain offshore oil assets and related facilities and infrastructure acquired by Iona in 2011 
located in the UK North Sea region; 

"Perenco" means Perenco UK Limited; 

"Pounds Sterling" or "£" means British Pounds Sterling; 

"Promoter" shall have the meaning ascribed to it in the Securities Act (Alberta); 

"Qualifying Transaction" means a transaction where a capital pool company acquires by way of purchase, 
amalgamation, merger or arrangement with another company, one or more assets or businesses which, when purchased, 
optioned or otherwise acquired by the capital pool company together with any other concurrent transaction, would result 
in the capital pool company meeting the minimum listing requirements of the TSXV; 

"SEDAR" means the System for Electronic Document Analysis and Retrieval; 

"Sorgenia" means Sorgenia E&P (UK) Ltd.; 

"Trent/Tyne JOA" means the joint operating agreement entered into upon closing of Iona's acquisition of the Trent & 
Tyne Assets, among Iona and its partners with respect to Licence P.685 Block 43/24 and Licence P.609 Block 44/18a; 

"Trent & Tyne Assets" means certain offshore gas assets and related facilities and infrastructure located in the UK 
North Sea region acquired by Iona; 

"TSXV" or "Exchange" means the TSX Venture Exchange Inc.; 

"UK" or "United Kingdom" means the United Kingdom of Great Britain and Northern Ireland; 

"UKCS" means the United Kingdom Continental Shelf;  

"Venture" means Venture North Sea Oil Limited; and  

"Wintershall" means Wintershall E&P Limited. 

Certain other terms used herein but not defined herein are defined in NI 51-101 or in the Glossary to NI 51-101 
(contained in Canadian Securities Administrators Staff Notice 51-324 ("CSA Notice 51-324")) and, unless the context 
otherwise requires, shall have the same meanings herein as in NI 51-101 or in CSA Notice 51-324, as applicable. CSA 
Notice 51-324 incorporates by reference certain definitions set out in the COGE Handbook. 
 
Unless otherwise specified, information in this Annual Information Form is given as at the end of the Corporation's 
predecessors' most recently completed financial year, being December 31, 2010. 
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THE CORPORATION 

General 

Iona Energy Inc. is an oil and gas exploration and production company focused on acquisition, appraisal, and 
development of oil and gas discoveries in well-known established basins. Iona is active (through its subsidiaries) in the 
United States (Alaska) and the UK (North Sea) with its focus currently primarily on the North Sea. Iona was 
amalgamated under the ABCA on May 27, 2011. 

Iona Energy was incorporated pursuant to the ABCA on January 16, 2008. On August 5, 2010, Iona Energy 
amended its articles to consolidate the Iona Energy Common Shares on a two for one basis. Northern was incorporated 
pursuant to the ABCA on August 4, 2009 to be a capital pool company with the primary business goal of finding assets 
or a business to complete a Qualifying Transaction. On May 27, 2011, Iona Energy amalgamated with Northern 
pursuant to the ABCA to form Iona, which completed Northern's Qualifying Transaction. On June 8, 2011, Iona's 
Common Shares began trading on the TSXV under the symbol "INA". 

Iona has two offices, one in Calgary, Canada and the other in Aberdeen, Scotland. The Corporation's business 
and head office is located at Bankers Hall, West Tower, Suite 1000, 888 - 3rd Street S.W., Calgary, Alberta T2P 5C5 
and its registered office is located at Suite 1600, 333 – 7th  Avenue S.W., Calgary, Alberta, Canada, T2P 2Z1.  

Intercorporate Relationships 

Iona has two wholly-owned subsidiaries, Iona UK and Iona US. Iona UK was incorporated in Scotland under 
the laws of Scotland and Iona US was incorporated in Delaware under the laws of Delaware. All of the Corporation's 
current properties are held in Iona UK and Iona US. 

 

 

 

GENERAL DEVELOPMENT OF THE BUSINESS 

Three Year History 

 Year Ended December 31, 2008 

Iona Energy 

During the first quarter of 2008, Iona Energy raised $963,521 in a private placement financing of 17,015,210 
Iona Energy Common Shares. 

In early 2008, Iona Energy (through its subsidiary, Iona US) participated in Alaska's offshore land sale 193 and 
was successful in acquiring Block 6767 located within the Chukchi Sea. The block is now owned 100% by Iona and is 
proximal to the Burger Gas Discovery currently held under license by Shell. Iona maintains a work program on the 
block through license rental and a security treasury bond of $50,000 lodged with the regulatory body. 

 Year Ended December 31, 2009 

Iona Energy 

 During 2009, Iona Energy focused on evaluating oil and gas assets in the UK North Sea for potential 
acquisition and partnership opportunities and, in parallel, were exploring, with the DECC, the possible relinquishment 
of certain oil and gas assets which could present near-term development prospects. Additionally, Iona Energy 
maintained relationships with private equity firms with the intention of funding any acquisitions or partnerships which 
came to fruition. 

100% 100% 
Iona Energy Inc. 

Iona Energy Company 
(US) Limited 

Iona Energy Company 
(UK) Limited 
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Northern 

Northern was incorporated under the ABCA on August 4, 2009, with the principal objective being to identify 
and evaluate specific assets or entire businesses with a view to completing a Qualifying Transaction approved by the 
TSXV in accordance with the CPC Policy.  

 Year Ended December 31, 2010 

Iona Energy 

On March 31, 2010, Iona Energy was awarded two offshore exploration blocks in the UK's 25th Seaward 
Licensing Round. Blocks 112/13 & 14 were 100% acquired by Iona UK and lie within the east Irish Sea and are held 
under a Promote License through to 2014. The commitment required to maintain the license includes an obligation to 
obtain the existing seismic within the blocks and to elect to a well commitment if Iona wishes to convert the Promote 
License to a traditional license in 2012. Licence rentals due from Iona are less than $10,000 per annum. 

In the second quarter of 2010, Iona Energy raised $931,894 through the private placement financing of 
9,388,938 Iona Energy Common Shares. 

On August 5, 2010, Iona Energy consolidated the Iona Energy Common Shares on a 2 for 1 basis resulting in 
13,839,574 Iona Energy Common Shares outstanding. 

On October 21, 2010, Iona Energy (through its subsidiary, Iona UK) entered into a letter of intent with 
Wintershall for the purchase of a 35% equity interest in the UKCS Licence P.1606, Block 3/3b (the "Orlando 
Licence") for consideration of US$ 3,000,000. The 35% equity interest represented Wintershall's entire interest in the 
Orlando Licence and obligations relating to the Orlando Licence, and included an obligation to fund a commitment well 
in respect of the Orlando Licence and other interests to the extent of 42.5% of the cost of that well to earn a 35% equity 
interest in the Orlando Licence. 

In the third quarter of 2010, Iona Energy raised $1,667,100 through the private placement financing of 
7,577,727 Iona Energy post-consolidation Iona Energy Common Shares at $0.22 per share and also issued 264,500 
broker warrants each exercisable for $0.22 for a period of 3 years after the closing date of the financing. 

In the fourth quarter of 2010, Iona Energy raised $254,708 through the private placement financing of 
1,157,763 Iona Energy post-consolidation Iona Energy Common Shares. 

On November 8, 2010, Iona Energy (through its subsidiary, Iona UK) entered into a letter agreement with 
Perenco for a 20% interest in Trent Field Block 43/24 Licence P.685, a 20% interest in Tyne Field Block 44/18 Licence 
P.609, together with certain assets and facilities relating thereto, as well as a right of first refusal to certain assets, in 
exchange for Iona Energy agreeing to fund a work program on the Trent & Tyne Assets in an aggregate amount of up to 
£20,000,000. 

Iona Energy entered into a letter agreement with Northern dated December 13, 2010, as amended on February 
8, 2011, pursuant to which Iona Energy and Northern intended to complete a business combination contemplated to be 
the Qualifying Transaction for Northern pursuant to the TSXV CPC Policy, and to be effected by way of an 
amalgamation pursuant to the ABCA. 

On December 17, 2010, Iona Energy entered into a sale and purchase agreement for the Orlando Assets 
(including the Orlando License), which superseded the earlier letter agreement entered into with Wintershall. 

Northern 

Iona Energy entered into a letter agreement Northern with dated December 13, 2010, as amended on February 
8, 2011, pursuant to which Northern and Iona Energy intended to complete a business combination contemplated to be 
the Qualifying Transaction for Northern pursuant to the TSXV CPC Policy, and to be effected by way of an 
amalgamation pursuant to the ABCA. 
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 Recent Developments 

Northern and Iona Energy 

On March 10, 2011, Iona Energy completed a private placement financing of 116,485,090 subscription receipts 
at a price of $0.60 per subscription receipt for gross proceeds of $69,891,054. The gross proceeds of the private 
placement were then placed into escrow, subject to release in two tranches, with $23,000,000 subject to escrow 
conditions related to the closing of Iona Energy's acquisition of the Orlando Assets, and $46,891,054 subject to escrow 
conditions related to the closing of Iona's acquisition of the Trent & Tyne Assets. On March 10, 2011, Iona Energy 
completed the acquisition of the Orlando Assets. If Iona Energy had been a reporting issuer at the time, the acquisition 
of the Orlando Assets would have constituted a significant acquisition under Part 8 of National Instrument 51-102 
Continuous Disclosure Obligations. As Iona Energy was a privately held company, no business acquisition report was 
filed. In conjunction with Iona Energy's acquisition of the Orlando Assets, 38,333,333 subscription receipts were 
automatically converted into 38,333,333 Iona Energy Common Shares and 7,666,667 liquidity rights pursuant to the 
terms of the subscription receipts and the proceeds of $23,000,000 were released from escrow. The proceeds of 
$46,891,054 for the unconverted 78,151,757 subscription receipts remained in escrow until May 31, 2011, and were 
released upon the completion of Iona's acquisition of the Trent & Tyne Assets (as described below). 

On April 15, 2011, Iona Energy (through its subsidiary, Iona UK) entered into a sale and purchase agreement 
for the Trent & Tyne Assets, which superseded and confirmed the material terms of the earlier November 8, 2010 letter 
agreement. 

On April 15, 2011, Iona UK entered into an option agreement with Venture for the right for Iona UK to 
purchase certain assets in the UK North Sea region, being a 100% legal interest and a 58.73016% beneficial interest in 
United Kingdom Seaward Production Licence P.185 to the extent it relates to Block 13/21a. Pursuant to the agreement, 
Iona UK paid a non-refundable deposit of US$3,150,000 to Venture and, as a result of an amendment on October 31, 
2011, now has until March 30, 2012 to deliver an additional US$15,000,000 to Venture in order to complete the 
purchase. The transaction remains subject to certain conditions precedent, including payment of the full purchase price 
and approval of DECC to the transaction, which must be satisfied by March 30, 2012. Additionally, if Iona UK does not 
deliver a financing notice by December 31, 2011, the agreement will terminate without further obligation to either party 
in accordance with its terms.  

On April 19, 2011, Iona Energy and Northern entered into an amalgamation agreement dated April 19, 2011 
(the "Amalgamation Agreement") pursuant to which Iona Energy and Northern agreed to amalgamate under the 
provisions of the ABCA to form Iona. Pursuant to the Amalgamation Agreement, on May 27, 2011, Iona issued one (1) 
Iona Common Share for each one (1) Iona Energy Common Share held by an Iona Energy shareholder and 0.342935528 
Iona Common Shares for each one (1) Northern Share held by a Northern shareholder.  An aggregate of  60,908,398 
Iona Common Shares were issued to former Iona Energy shareholders (in exchange for the 60,908,398 outstanding Iona 
Energy Common Shares) and an aggregate of 1,800,412 Iona Common Shares were issued to Northern shareholders (in 
exchange for the 5,250,000 outstanding Northern Shares), all at a deemed price of $0.06 per Iona Common Share.   

The amalgamation constituted the Qualifying Transaction of Northern pursuant to the CPC Policy of the 
TSXV.  Additionally, upon the Amalgamation, (i) 78,151,757 replacement subscription receipts in the capital of Iona 
were issued to holders of outstanding Iona Energy subscription receipts, having substantially identical terms as the Iona 
Energy subscription receipts, (ii) 300,000 agent warrants of Northern were replaced with 102,881 share purchase 
warrants of Iona with identical terms; (iii) 264,500 agent warrants of Iona Energy were replaced with 264,500 agent 
warrants of Iona with identical terms; and (iv) 525,000 stock options of Northern were replaced with 180,041 stock 
options of Iona with an exercise price of $0.58 per Iona Common Share and substantially identical terms. 

On May 31, 2011, Iona completed the acquisition of the Trent & Tyne Assets (which was not a significant 
acquisition for Iona). In connection with the completion of the amalgamation on May 27, 2011 and the completion of 
certain conditions relating to the acquisition of the Trent & Tyne Assets on May 31, 2011, gross proceeds of 
$46,891,054 were released from escrow to Iona, the 78,151,757 replacement subscription receipts in the capital of Iona 
were automatically converted into 78,151,757 Iona Common Shares, and all of the liquidity rights were cancelled. On 
May 31, 2011, Iona also announced that pursuant to the terms of its stock option plan, the Board of Directors approved 
the granting of options to purchase an aggregate of 9,550,000 Common Shares at a price of $0.60 per share. 

On June 8, 2011, Iona's Common Shares began to trade on the TSXV under the symbol "INA". 

On October 12, 2011, Iona entered into a letter of intent with Fairfield to purchase a 100% interest in Block 
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3/8d containing the Staffa Oil Field which is located in the UK North Sea approximately 14 kilometres south-east of the 
producing Ninian Central platform. The letter of intent was superceded by a definitive sale and purchase agreement 
between Iona and Fairfield on November 4, 2011.  Under the terms of the agreement, Iona shall reimburse Fairfield in 
cash for certain pre-development expenditures related to the Staffa Oil Field which are estimated at $8.6M. In addition, 
upon FDP approval by DECC, Iona shall make a cash payment of $5M to Fairfield and pay a net price of $2.50 per 
barrel of production commencing upon first oil from Staffa.  Closing is subject to the approval of DECC by February 
28, 2012 or by such other later date as the parties may agree. 

On November 2, 2011, an appraisal well was spudded on Iona's Orlando property. See "Principal Properties – 
Orlando (35% Working Interest) - Development" for further details.  

DESCRIPTION OF THE BUSINESS AND OPERATIONS 

Overview 

The primary business objective of Iona is to develop existing discoveries, explore for new discoveries and 
acquire assets. Iona's strategy is to acquire existing production or discoveries by purchase, farm-in or acquiring new 
licenses; use modern seismic, drilling and production technologies, which management expects will increase reserves 
and provide income potential; use management's technical knowledge to generate and acquire exploration prospects; 
and use management's commercial skills to finance the exploitation of its exploration and development prospects 
through farmouts, joint ventures and other financing techniques. 

Iona's management team includes experienced oil and gas industry professionals with extensive international 
experience. Utilizing their mature-basin experience, deal-screening capabilities and financing skills, Iona intends to 
acquire producing properties, exploit undeveloped discoveries by bringing them into production, and engage in high-
impact exploration on acreage acquired. 

Iona has initially, through its subsidiary, Iona UK, been focusing its efforts on offshore exploration and 
development in the UK North Sea region. Iona's management believe the UK North Sea offers superior opportunities to 
invest in targeted (based on technical quality, execution, value growth potential) commercial deals to acquire significant 
working interest in projects from willing sellers, which may include both independent and major oil and gas producers. 
Management believes that within the UK North Sea sellers are motivated by a lack of access to internal capital, and as 
such Iona has potential to be a strategic capital partner. Iona management aspires to mature the company as a focused 
operator and consolidator thereby positioning the company for the acquisition of a portfolio of multiple producing and 
development ready projects. 

Focus for 2011 

Iona's focus for the remainder of 2011 is to complete the appraisal element of Orlando targeting the Brent 
Tarbert and Ness development location and Etive potential updip closure which is currently being drilled by the Awilco 
WilHunter semi-submersible rig, increase the Corporation’s reserve and asset base, and to maintain current levels of 
production.  To accomplish this, Iona will work with their partners, MPX and Sorgenia, to complete the Orlando 
appraisal program by the end of December, in addition to preparing Orlando’s Field Development Plan (FDP) for 
submission to DECC in early 2012. Management will also be engaging DECC, alongside Fairfield, to seek approval of 
Iona’s intended acquisition of the 100% operated interest of the Staffa Oil Field, thereby removing any impediments to 
closing the proposed transaction with a goal of booking the additional reserves by year-end. Iona will also continue to 
receive steady operating income from its 20% working interest in the Trent & Tyne gas fields.  These efforts, and the 
concurrent sourcing of financial resources to fund Iona's growth strategy, will appropriately position Iona for its 2012 
development schedules for the Trent & Tyne Assets, specifically the T5Z side-track, and the Orlando Assets whereby 
Iona expects to achieve first oil in mid-2013. 

Human Resources 

As at December 6, 2011, Iona had a total of nine (9) full-time employees and also utilizes the services of 
several professionals on a part-time contract or consulting basis. Seven (7) of Iona's employees are senior managers 
with specific expertise in geology, geophysics, reservoir and petroleum engineering, development, commercial 
negotiations, finance and administration. Iona seeks to employ individuals and utilize the services of consultants who 
have extensive oil and gas experience as needed. 
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Marketing and Other Commitments 

As at December 6, 2011, Iona was not acting as operator of any of its oil and gas assets; therefore, Iona does 
not currently have any marketing or other sales commitments.  

Competitive Conditions 

The oil and natural gas industry is intensely competitive in all its phases. Iona competes with numerous other 
participants in the search for, and the acquisition of, oil and natural gas properties and in the marketing of oil and natural 
gas. Iona's competitors include resource companies which have greater financial resources, staff and facilities than those 
of Iona. Competitive factors in the distribution and marketing of oil and natural gas include price and methods and 
reliability of delivery. Iona believes that its competitive position is equivalent to that of other oil and gas issuers of 
similar size and at a similar stage of development. 

Environmental Requirements 

United Kingdom environmental legislation provides for restrictions and prohibitions on releases or emissions 
and regulation on the storage and transportation of various substances produced or utilized in association with oil 
industry operations, and can affect the location and operation of wells and facilities and the extent to which exploration 
and development is permitted. In addition, legislation requires that well and facility sites are abandoned and reclaimed 
to the satisfaction of regulatory authorities. Applicable environmental laws may impose remediation obligations with 
respect to property designated as a contaminated site upon certain responsible persons, which include persons 
responsible for the substance causing the contamination, persons who caused the release of the substance and any past 
or present owner, tenant or other person in possession of the site. Compliance with such legislation can require 
significant expenditures and a breach of such legislation may result in the suspension or revocation of necessary 
licences and authorizations, civil liability for pollution damage, the imposition of fines and penalties or the issuance of 
clean-up orders. Environmental legislation and policy is periodically amended. Such amendments may result in stricter 
standards and enforcement and in more stringent fines and penalties for non-compliance. Environmental assessments of 
existing and proposed projects carry a heightened degree of responsibility for companies and their directors, officers and 
employees. The costs of compliance associated with changes in environmental regulations could require significant 
expenditures, and breaches of such regulations may result in the imposition of material fines and penalties. In an 
extreme case, such regulations may result in temporary or permanent suspension of production operations and 
associated activities. See "Risk Factors – Environmental Risk and Regulations" and "Risk Factors – Climate Change 
Impacts".  

RESERVES DATA AND OTHER OIL AND GAS INFORMATION 

 
Relevant Dates 

The information contained in this section of the AIF has a preparation date of December 6, 2011 and an 
effective date as of December 31, 2010.  Reference is also made to the Corporation's Form 51-101F3 - Report of 
Management and Directors on Oil and Gas Disclosure, prepared pursuant to NI 51-101 and effective as of December 
31, 2010, and attached to this AIF as Schedule "B". 

As a result of Iona Energy's acquisition of the Orlando Assets on March 10, 2011 and Iona's acquisition of the 
Trent & Tyne Assets on May 31, 2011, Iona's reserves, production and other information have changed materially since 
December 31, 2010. Please refer to Schedule "C" attached to this AIF for a discussion of these changes.  

Disclosure of Reserves Data 

As at December 31, 2010, Iona Energy did not have any reserves or production and had not drilled any wells. 
Accordingly, Iona Energy did not have any future net revenue related to reserves as at December 31, 2010. 

Other Oil and Gas Information 

In early 2008, Iona US participated in Alaska's offshore land sale 193 and acquired Block 6767 comprised of 
2,304 gross acres and located within the Chukchi Sea. The block, owned 100% by Iona US, is proximal to the Burger 
Gas Discovery currently held under license by Shell. Iona maintains a work program on the block through license rental 
and a security treasury bond of $50,000 lodged with the regulatory body. 
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On March 31, 2010, Iona UK was awarded two offshore exploration blocks in the UK’s 25th Seaward 
Licensing Round. Blocks 112/13 & 14 comprised of 181 km2 and 156 km2, respectively, are owned 100% by Iona UK 
and lie within the East Irish Sea and are held under a Promote License through to 2014. The work program includes an 
obligation to obtain the existing seismic within the blocks and to elect to a well commitment if the company wishes to 
convert the Promote License to a traditional license in 2012. Licence rentals due the company are less than $10,000 per 
annum. 

Reconciliation 

Iona did not have any reserves as of December 31, 2010 and therefore has not provided a reserves 
reconciliation. 

Properties with No Attributed Reserves 

The following table sets forth information respecting Iona’s undeveloped lands as at December 31, 2010. 

Properties with No Attributed Reserves 

 Unproved Properties(1) 2011 Expiring 

 Gross Acreage Net Acreage Net Acreage 

Location    

United Kingdom 83,275(2) 83,275(2) Nil 

United States 230(3) 230(3) Nil 

Total 85,579 85,579 Nil 
Notes: 
(1) Unproved properties have not attributed reserves as of December 31, 2010. 
(2) Comprised of UK Block 112/13 (44,726 acres) and UK Block 112/14 (38,549 acres) within the East Irish Sea. 
(3) Comprised of U.S. Block 6767 (2,304 acres) in Alaska’s Chukchi Sea. 
 
Significant Factors or Uncertainties Relevant to Properties with no Attributed Reserves 
 
 The presence of economic quantities of hydrocarbons on lands with no attributed reserves is uncertain until drilled 
and tested. Beyond the need to drill and test exploration areas, additional factors may influence the Iona’s ability to 
develop these lands, including escalation of capital costs and operating costs, the potential requirement to expand existing 
infrastructure and a material drop in commodities prices. 

Forward Contracts 

As at December 31, 2010, Iona was not bound by any agreement (including a transportation agreement), 
directly or through an aggregator, under which it may be precluded from fully realizing, or may be protected from the 
full effect of, future market prices for oil or gas.  See "Description of the Business and Operations – Marketing and 
Other Commitments". 

Tax Horizon 

Iona is subject to UK Ring Fence Corporation Tax at 30% of profits and a Supplementary Charge at 20% of 
profits. Subsequent to the year end, the supplementary charge has been increased to 32%. The Supplementary Charge is 
calculated on the same basis as the Ring Fence Corporation Tax, but without deduction for finance costs. Iona’s interests 
are not Petroleum Revenue Tax or Royalties paying. Iona was not required to pay trade-related income taxes for the year 
ended December 31, 2010. Based on the current stage of Iona's development, anticipated production and price 
assumptions and a continuing business model whereby Iona reinvests capital, incurs general, administrative and interest 
costs, together with the non-capital losses available to Iona, Iona does not expect to pay trade related cash income taxes 
before 2015. 
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Costs Incurred 

The following table summarizes certain expenditures for the year ended December 31, 2010. 

Costs Incurred for the Year Ending December 31, 2010 

Property Acquisition Amount (US$ Million) 

Proved Nil 

Unproved 0.01(1) 

Capital Expenditures  

Exploration Costs Nil 

Development Costs Nil 

Total Nil 
 
Note: 
(1)  License rental due from Iona US regarding Licence 6767 in Alaska’s Chukchi Sea of US$10,000 per annum. 
 
 

PRINCIPAL PROPERTIES 

Overview 

The following is a description of Iona's principal properties held as at December 6, 2011.  Please refer to 
Schedule "C" attached to this AIF for further information regarding these properties. 

Iona has established interests in two general areas within the United Kingdom sector of the North Sea. From 
north to south these areas comprise the Orlando Assets and the Trent & Tyne Assets. 

 

Orlando (35% Working Interest) 

 Background 

The Orlando oil discovery and 3/3-11 well was drilled by a Chevron operated group in 1989 and subsequently 
relinquished by Chevron. Block 3/3b was applied for and awarded to a group led by MPX through the 25th Licencing 
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Round in 2009 as Traditional Licence and held with a work program that includes a commitment to drill an appraisal 
well to target the Brent Reservoir before the end of 2012. 

Iona currently holds a 35% non-operated working interest in Block 3/3 and is obligated to pay 42.5% of the 
cost of the appraisal leg in the first well. The Orlando Oil Field a three way fault closed structure approximately 2.5 km 
long by 0.5 km wide stratigraphically positioned within Upper Jurassic Brent Group Reservoirs beneath the Base 
Cretaceous Unconformity. The structure is covered by 3D seismic data (shot in 1993), which confirms the presence of 
an up thrown Jurassic fault block sealed by overlying Heather and Kimmeridge Clay Formations. The Base Cretaceous 
unconformity, Top Brent and Near Top Etive horizons have been seismically mapped across the Orlando time structure. 
A seven layered V0 K depth conversion was performed to generate the depth structure maps. 

Exploration well 3/3-11 discovered oil bearing Upper Jurassic Tarbert and Ness sandstone reservoirs. Both 
these Brent reservoirs are completely overlain by the sealing Upper Jurassic shales. The well found a 70 foot section of 
relatively clean Tarbert sandstone formation. Beneath this lies a 492 foot section of Ness sandstone of which the upper 
135 feet is considered clean reservoir sand. This 135 foot section is sub-divided by 14 feet of shale interval into an 
Upper Ness reservoir and Lower Ness reservoir units of approximately 70 feet and 50 feet respectively. The well tested 
2,850 bopd of 32 degree API oil.  

The Tarbert Formation is a stacked, tidally influenced shallow marine sandstone that generally has constant 
thickness and is evenly distributed spatially. The Ness Formation reservoir is comprised of marginal marine and non-
marine deposits containing good reservoir quality channel sands. The operator, MPX, has built a stochastically 
populated geocellular model in Petrel, which has been used for simulation purposes. The Petrel model has been built on 
a fine scale of 25 m by 25 m grid cells and populated stochastically with rock type, porosity and saturation regions. The 
population is based on all the available data from well 3/3-11. 

The largest uncertainty in the in-place volumetric estimate is the GRV due to the uncertainty caused in the 
depth oil-water contact ("OWC"). An OWC of -11,670 ft TVDss is interpreted in well 3/3-11. However, from the 
pressure data, there could be potential for a deeper contact at -11,730 ft TVDss. A low side OWC of -11,655 ft TVDss 
was applied. 

 Development 

The appraisal element of Orlando targeting the Brent Tarbert and Ness development location and Etive 
potential updip closure is currently being drilled by the Awilco WilHunter semi-submersible rig. The well will penetrate 
the primary targets, the Tarbert and Ness horizons of the Brent formation, at the southern end of the structure. The well 
will also penetrate the un-drilled underlying Etive horizon to evaluate the possibility of an additional reservoir at that 
level, in doing so meeting the commitment well obligations. The appraisal well was spudded on November 2, 2011, 
and, once drilled, will be suspended. In 2012, it is expected that the well will be re-entered and drilled as a 3000 foot 
horizontal producer toward the 3/3-11 discovery well location. The well will be completed with dual ESPs. Also in 
2012, a subsea pipeline, power supply and control umbilical are expected to be laid between the well head and the 
Ninian Central platform approximately 10 km to the south west. Engineering modifications will be completed at Ninian 
allowing tie-in and first production shortly after completing the development well. Should the 2011 appraisal well show 
particularly encouraging results and, subject to well performance, it is possible that up to a further two wells may be 
drilled in the field.  First oil from Orlando is currently expected in mid 2013.  

Trent & Tyne (20% Working Interest) 

 Background 

On April 15, 2011, Iona Energy entered into a definitive sale and purchase agreement and completed the 
acquisition of the Trent & Tyne Assets on May 31, 2011. Iona acquired a 20% interest in Licence P685 with the 
potential to increase the interest to 37.5%, a 20% interest in the Trent Facilities, a 20% interest in Licence P. 609 with 
the potential to increase the interest to 37.5%, a 20% interest in the Tyne Facilities, a 2.5% interest under the ETS Joint 
Operating Agreement with the potential to increase the interest to 4.6875% and a 17.5% interest under the Trent/Tyne 
JOA. 

The Tyne Field is located offshore in Block 44/18 of the southern North Sea and is comprised of Carboniferous 
reservoirs within a setting of five fault blocks. Four of these fault blocks have been drilled; Tyne North, Tyne South, 
Tyne West and Tyne East, the remaining fault block, Tyne North West, has not been drilled. 
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The entire Tyne Field is covered by eight exploration and appraisal wells all of which are suspended and five 
production wells of which two are currently producing. The gas from the Tyne Field is piped to the Trent Field. In order 
to acquire its interest, Iona agreed to pay up to a cost-capped amount of £20.0M to drill a sidetrack to Tyne well T5. 
Iona has an option to increase its equity interest in the fields to 37.5% should Iona elect to pay for a well to test the Tyne 
North West prospect. Perenco holds the balance of the interest in these fields. 

Pursuant to the terms of the Trent & Tyne sale and purchase agreement, Perenco, the operator, has 45 days 
following the date that Perenco completes a seismic program regarding the properties of Licence P.685 and Licence 
P.609, to submit a work program to Iona regarding the drilling of the Tyne North West well. Iona then has 90 business 
days to decide whether to increase its interest in Licence P.685 and Licence P.609 to 37.5%. Any such increase would 
be subject to the approval of DECC as well as confirmation that Iona has at least £22,000,000 in funds which can be 
allocated to Iona's contribution to the Tyne North West well. 

Location of Production  

Information in this subsection regarding reserves data of the Trent & Tyne Assets is derived from the GCA 
Report unless indicated otherwise.  Please refer to Schedule "C" attached to this AIF for further details and for the 
assumptions used in preparing such data.  Presently there are three wells on stream, one well producing from the Trent 
Field, P4Z, and two wells producing from the Tyne Field, T2 and T3A.  

In the GCA Report, proved reserves were assigned to the producing zones of the Trent & Tyne Assets on the 
basis of decline analyses. All three wells show clear trends on plots of producing day versus cumulative production. The 
forecasts in the GCA Report began as of September 1, 2010, thereby including four months of historical production in 
each forecast. By the end of 2010, it was estimated that the Tyne West Field, which includes the producing well T2, 
would have produced 90.7 Bscf. Tyne North, which includes the T3A well and the T5 well, which watered out after 
producing 5.9 Bscf, was forecast to have produced 30.8 Bscf, of the 36 Bscf estimated as the in-place volumes for the 
segment of Tyne North, accessed by the T3A well. Production from the P2 well, which is now closed, and the P4Z well, 
was estimated to have reached 94.6 Bscf by the end of the year 2010. 

The Tors gas field is connected to the Trent & Tyne system. This generates processing income for the Trent & 
Tyne Asset owners. The Tors owners pay a processing and transportation tariff to the Trent & Tyne Asset owners. The 
tariff fee can change annually and currently amounts to US$ 0.31 per Mscf, plus an annual charge of US$2,090,000. 
The Tors field is a mature gas field, and process revenues were included in the evaluation on the basis of the 20 
MMscfd set in 2010, falling to 15 MMscfd in 2011. This decline was continued through the forecast when the 
nominated production for the Tors field reached 2 MMscfd by the year 2015. No processing income was considered 
after 2015. The total Tors volume included in the evaluation amounted to 12.8 Bscf, which would be equivalent to a 
proved reserve estimate for the Tors field as of December 31, 2010.  

Management of Iona estimates that reserves for the Cygnus gas field potentially could be as high as 2,000 
Bscf, making Cygnus one of the largest gas fields ever discovered in the UK sector of the southern North Sea. Cygnus 
will be tied into the Trent & Tyne system and then flow into the Eagles Transportation System ("ETS"). The tariff for 
these volumes will amount to US$ 0.26 per Mscf, with the Trent & Tyne Asset owners receiving 25% of the revenues, 
and 75% of the revenues going to ETS. Since Perenco owns 12.5% of the ETS, the Trent & Tyne interest owners would 
be entitled to 34.375% of the Cygnus tariff stream. Production profiles for the Cygnus gas field were provided to Iona 
by one of the field's working interest owners. Production was forecast to start in 2013, and peak quickly to nearly 200 
MMscfd and then continue producing over the next 40 years. Once Trent & Tyne becomes uneconomic and is shut, the 
revenue stream is reduced to 37.5% of Perenco's 12.5% interest of the ETS. Total production from the Cygnus gas field 
was forecast to range from 528 Bscf to 1,325 Bscf. A production stream amounting to 462 Bscf was used in the tariff 
revenue forecast.  

An expected market value ("EMV") assessment was prepared to account for Iona's interest in the expected 
Cygnus revenues. The mid-range production forecast was selected for this assessment, with 392 Bscf produced over the 
forecast period. Since the ETS has ample capacity, and given the fact that Cygnus lies in close proximity to Tyne, 80% 
of the calculated value of the Cygnus tariff stream was assigned to Iona. The Net Present Value (discounted at 10%) of 
the potential tariff revenues to Iona was estimated to be US$ 3,400,000 with an EMV of US$ 2,700,000. 
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GCA has estimated the Corporation's net remaining reserves in the Trent & Tyne Assets effective as of 
December 31, 2010 to be: 

Category  Gas (Bscf) 

Proved 6 

Probable 6.6 

Possible 3.6(1) 

Total 16.2 

Note: 

(1)  "Possible reserves" are those additional reserves that are less certain to be recovered than probable reserves.  There 
is a 10% probability that the quantities actually recovered will equal or exceed the sum of proved plus probable plus 
possible reserves. 

Development 

The T5 Sidetrack Well is currently expected to be drilled in April 2012 (with tie-back expected in June 2012). 
Additionally, and following a seismic acquisition program in summer 2011, Perenco, the Operator, has 45 days from 
completion of the seismic processing and interpretation to send an AFE to Iona with respect to the drilling of the Tyne 
North West prospect.  This decision is expected early in Q4 2012 with drilling in 2013, if the option is elected. 
Furthermore, Perenco is currently assessing a short sidetrack of the T1Z well to unlock a lower high pressure zone. Iona 
expects this work to be appended to the rig activity in 2012 or 2013. 

RISK FACTORS 

Iona and its business are subject to the following risks: 

Foreign Operations 

Presently, all of Iona's oil and gas operations and assets are located in foreign jurisdictions. As a result, Iona is 
subject to political, economic and other uncertainties, including but not limited to changes, sometimes frequent and 
applied retroactively, in energy policies or the personnel administering them, nationalization, expropriation of property 
without fair compensation, cancellation or modification of contract rights, foreign exchange restrictions, currency 
fluctuations, royalty and tax increases, and other risks arising out of foreign governmental sovereignty over the areas in 
which Iona's operations are conducted, as well as risks of loss due to civil strife, acts of war, guerilla activities and 
insurrections. Changes in legislation may affect Iona's oil and natural gas exploration and production activities. Iona's 
international operations may also be adversely affected by laws and policies of Canada as they pertain to foreign trade, 
taxation and investment. 

In the event of a dispute arising in connection with its foreign operations, Iona may be subject to the exclusive 
jurisdiction of foreign courts or may not be successful in subjecting foreign persons to the jurisdiction of courts in 
Canada or enforcing Canadian judgments in foreign jurisdictions. In addition, Iona's existing joint ventures and its 
subsidiaries were formed pursuant to, and their operations are governed by, a number of complex legal and contractual 
relationships. The effectiveness of and enforcement of such contracts and relationships with parties in these jurisdictions 
cannot be assured. Consequently, Iona's foreign exploration, development and production activities could be 
substantially affected by factors beyond Iona's control, any of which could have a material adverse effect on Iona. 

Stage of Development 

An investment in the Corporation is subject to certain risks related to the nature of the Corporation's business 
in the acquisition, exploration, development and production of oil and natural gas and its early stage of development. 
The Corporation has a limited history of operations and earnings generation and there can be no assurance that the 
Corporation's business will continue to be successful or profitable. 

The Corporation generated net losses in the years to the end of 2010. No assurance can be given that the 
Corporation will not experience operating losses in the future. 
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The Corporation may be subject to growth-related risks, capacity constraints and pressure on its internal 
systems and controls, particularly given the early stage of the Corporation's development. The ability of Iona to manage 
growth effectively will require it to continue to implement and improve its operational and financial systems and to 
expand, train and manage its employee base. The inability of Iona to deal with this growth could have a material 
adverse impact on its business, operations and prospects. 

Financing Requirements and Liquidity 

It may take many years and substantial cash expenditures to pursue exploration activities on Iona's existing 
undeveloped properties. Accordingly, Iona is likely to need to raise additional funds from outside sources in order to 
explore and develop its properties in a timely manner. 

Iona's financing risk relates to the availability and cost of equity or debt financing and is affected by many 
factors, including world and regional economic conditions, the state of international relations, the stability and the legal, 
regulatory, fiscal and tax policies of various governments in areas of operation, fluctuations in the world and regional 
price of oil and gas and in interest rates, the outlook for the oil and gas industry in general and in areas in which Iona 
has or intends to have operations, and competition for funds from possible alternative investment projects. Although 
there have been improvements in the global economy and financial markets in recent months, there continues to be 
restrictions on the availability of credit which may limit Iona's ability to access debt or equity financing for its 
development projects. 

Potential investors and lenders will be influenced by their evaluations of Iona and its projects, including their 
technical difficulty, and comparison with available alternative investment opportunities. 

Iona continuously monitors its cash position, capital commitments and future capital requirements in order to 
ensure sufficient liquidity and capital resources are available. Failure to obtain additional financing on a timely basis 
could cause the Corporation to scale back, forfeit its interest in certain properties or projects, miss certain acquisition 
opportunities, and reduce or terminate its operations. If additional financing is raised by the issuance of shares from 
treasury, control of Iona may change and shareholders may suffer dilution. 

Iona will also require substantial capital expenditures for the exploration, development and production of its oil 
and natural gas reserves and the acquisition of additional oil and gas properties. The Corporation's reserves are 
categorized by GCA as proved, probable and possible. As a result, obtaining future production from these reserves is 
conditional on the continued availability of financing to fund the expenditures necessary to develop the reserves. The 
development of the Corporation's properties and the acquisition of additional properties may depend upon the 
Corporation's ability to obtain financing through the joint venture of projects, farmouts, equity financing, debt financing 
or other means. Such financing may not be available on favorable terms or at all. In addition the continued macro-
economic debt situation may affect the industry's access to debt financing. 

Any future revenues from the Corporation's reserves may not provide the necessary capital for the Corporation 
to replace its reserves or to maintain its production. If the Corporation's cash flow from operations is not sufficient to 
satisfy its capital expenditure requirements, there can be no assurance that additional debt or equity financing will be 
available to meet these requirements on favourable terms or at all. Any additional equity financing may be dilutive to 
existing shareholders and debt financing, if available, may involve restrictions on financing and operating activities. 

Global Financial Crisis 

The credit and capital markets, particularly in Europe, have recently experienced and continue to experience 
adverse conditions in 2011.  As a result, access to financing remains uncertain.  This condition could have an adverse 
effect on the industry in which Iona operates its business including future operating results.  Certain customers could 
become unable to pay suppliers, including Iona, in the event they are unable to access the capital markets to fund their 
business operations.  Such risks, if realized, could have a material adverse effect on Iona's business, financial condition, 
results of operations and cash flows. 

The global financial crisis and severe recession experienced in 2008 and 2009, which included disruptions in 
the international credit markets and other financial systems and the deterioration of global economic conditions, caused 
significant volatility to commodity prices and a loss of confidence in the broader U.S. and global credit and financial 
markets, resulting in the collapse of some, and government intervention in many, major banks, financial institutions and 
insurers and creating a climate of greater volatility, less liquidity, widening of credit spreads, increased credit losses and 
tighter credit conditions.  Notwithstanding various actions taken by governments, concerns about the general condition 
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of the capital markets, financial instruments, banks, investment banks, insurers and other financial institutions caused 
the broader credit markets to further deteriorate and stock markets to decline substantially (although credit markets and 
stock markets subsequently improved). These factors negatively impacted company valuations and are expected to 
continue to impact the performance of the global economy going forward. 

Volatility of Crude Oil and Natural Gas Prices 

Crude oil and natural gas are commodities that are sensitive to numerous worldwide factors, which are beyond 
Iona's control, and are generally sold at contract or posted prices. Changes in world crude oil and natural gas prices may 
significantly affect Iona's results of operations and cash generated from operating activities. Consequently, such prices 
may also affect the value of Iona's oil and gas properties and the level of spending for oil and natural gas exploration 
and development. 

Iona's crude oil prices are based on various reference prices, primarily the WTI crude oil reference price and 
other reference prices such as UK Brent Light. Occasionally a differential in price exists between WTI and UK Brent 
Light. Adjustments are made to the reference price to reflect quality differentials and transportation. WTI and other 
reference prices are affected by numerous and complex worldwide factors such as supply and demand fundamentals, 
economic outlooks, production quotas set by the Organization of Petroleum Exporting Countries ("OPEC") and 
political events. Occasionally quality differentials are affected by local supply and demand factors. 

Any material declines in prices could result in a reduction of Iona's net production revenue. The economies of 
producing from some wells may change as a result of lower prices, which could result in a reduction in the volumes of 
Iona's reserves and Iona limiting or abandoning an exploration program on its undeveloped properties. Iona might also 
elect not to produce from certain wells at lower prices. All of these factors could result in a material decrease in Iona's 
net production revenue. All of Iona's expenditures are subject to the effects of inflation and prices received for the 
product sold are not readily adjustable to cover any increase in expenses from inflation. 

Exploration, Drilling and Operational Risks 

The Corporation's oil and natural gas exploration and development activities are focused on existing producing 
or discovered oil and natural gas fields. The business of exploration and production of oil and gas involves a high 
degree of risk which a combination of experience, knowledge and careful evaluation may not be able to prevent. Few 
properties that are explored are ultimately developed into producing oil and gas fields. The Corporation will have no 
earnings to support it should the wells drilled or its properties prove not to be commercially viable. 

The Corporation's rights to exploit its oil and gas assets are limited in time. There is no guarantee or assurance 
that such rights can be extended or that new rights can be obtained to replace any rights that expire. 

Significant expenditure is required to establish the extent of oil and gas reserves through seismic surveys and 
drilling and there can be no certainty that oil and gas reserves will be found. 

There are numerous risks inherent in drilling and operating wells, many of which are beyond the Corporation's 
control. The Corporation's exploration, development and operations of oil and gas assets may be curtailed, delayed or 
cancelled as a result of unusual and unexpected geological, formation pressures, oceanic conditions, weather conditions, 
environmental hazards, industrial accidents, occupational and health hazards, technical or operational failures, shortage 
or delays in the delivery of rigs and/or other equipment, labour disputes and compliance with governmental 
requirements. 

It is difficult to project the costs of implementing drilling programs due to the inherent uncertainties of drilling 
in unknown formations, the costs associated with encountering various drilling conditions such as over-pressured zones 
and tools lost in the hole, and changes in drilling plans and locations as a result of prior wells or additional seismic data 
and interpretations thereof. 

Drilling may involve unprofitable efforts, not only with respect to dry wells, but also with respect to wells 
which, though yielding some petroleum, are not sufficiently productive to justify commercial development or cover 
operating and other costs. Completion of a well does not assure a profit on the investment or recovery of drilling, 
completion and operating costs. In addition, drilling hazards or environmental damage could greatly increase the cost of 
operations, and various field operating conditions may adversely affect the production from successful wells. These 
conditions include delays in obtaining governmental approvals or consents, shut-ins of connected wells resulting from 
extreme weather conditions, insufficient storage or transportation capacity, or other geological and mechanical 
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conditions. While close well supervision and effective maintenance operations can contribute to maximizing production 
rates over time, production delays and declines from normal field operating conditions cannot be eliminated and can be 
expected to adversely affect revenue and cash flow levels to varying degrees. 

The Corporation does not currently operate the majority of its production and other companies may operate 
some or all of the Corporation's oil and natural gas properties. To the extent that the Corporation does not operate all of 
its oil and natural gas properties, the Corporation may have limited ability to exercise influence over the operation of 
these assets or their associated costs, which could adversely affect the Corporation's financial performance. The 
Corporation's return on assets operated by others will therefore depend upon a number of factors that may be outside of 
the Corporation's control, including the timing and amount of capital expenditures, the operator's expertise and financial 
resources, the approval of other participants, the selection of technology, and risk management practices. 

Offshore Exploration 

Iona faces additional risks when conducting offshore activities. In particular, drilling conditions, drilling 
hazards or environmental damage could greatly increase the cost of operations, and various field operating conditions 
may adversely affect the production from successful wells. These conditions include delays in obtaining governmental 
approvals or consents, shut-ins of connected wells resulting from extreme weather conditions, insufficient storage or 
transportation capacity, or other geological and mechanical conditions. Sub-sea tiebacks in the UK North Sea, while 
common, are also affected by weather conditions. Potential pipeline tie-backs can only be conducted from April to late 
September. Due to general industry response to the BP Macondo Gulf of Mexico, it may be that extra delays in 
permitting and increased costs with respect to insured operations, oil spill mitigation and clean up will be incurred. 

The Corporation's offshore production facilities are also subject to hazards inherent in marine operations, such 
as capsizing, sinking, grounding, collision and damage from severe weather or tidal conditions. These hazards can cause 
substantial damage to facilities and interrupt production. Further, the Corporation has a relatively small number of 
production facilities and operational problems in any one facility could have a materially adverse effect on the 
Corporation. Offshore oil and gas activities can also be affected by ocean phenomena arising from occurrences such as 
hurricanes and tsunamis. 

Reserves and Production Risks 

Classifications of reserves are only attempts to define the degree of speculation involved. They are therefore 
imprecise and depend to some extent on interpretations, which may prove to be inaccurate. The nature of reserve 
quantification studies means that there can be no guarantee that estimates of quantities and quality of oil and gas 
disclosed will be available for extraction. Estimates that were reasonable when made may change significantly when 
new information from additional analysis and drilling becomes available. 

Estimates for reserves that may be developed and produced in the future are often based upon volumetric 
calculations and upon analogy to similar types of reserves rather than actual production history. Estimates based on 
these methods are generally less reliable than those based on actual production history. Subsequent evaluation of the 
same reserves based upon production history will result in variations, which may be substantial, in the estimated 
reserves. 

For those reasons, estimates of the economically recoverable oil and natural gas reserves attributable to any 
particular group of properties, classification of such reserves based on risk of recovery, and estimates of future net 
revenues associated with reserves prepared by different engineers, or by the same engineers at different times, may 
vary. The Corporation's actual production, revenues, cash flows, taxes, royalties and development and operating 
expenditures may vary from these estimates. Such variances may be material. 

Maintenance of or a future increase in the Corporation's reserves will depend not only on the Corporation's 
ability to develop any properties it has from time to time, but also on its ability to select and acquire suitable producing 
properties or prospects.  

The reserve and resource data included herein are expressions of judgment based on knowledge, experience 
and industry practice. In general, estimates of economically recoverable oil and natural gas reserves and the future net 
revenue there from are based upon a number of variable factors and assumptions, such as expected reservoir 
characteristics based on geological, geophysical and engineering assessments; ultimate reserve recovery; timing and 
amount of capital expenditures; future production rates based on historical performance and expected future operating 
and investment activities; future oil and natural gas prices and quality differentials; marketability of oil and gas; royalty 
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rates; assumed effects of regulation by governmental agencies; and future development and operating costs, all of which 
may vary materially from actual results. It should not be assumed that estimated future net revenue is representative of 
the fair market value of Iona's properties. In addition, estimated reserves may change from time to time based on new or 
reprocessed information or new interpretations of existing or new information. 

The resources estimates provided herein are estimates only. The estimate of remaining recoverable resources 
includes contingent resources that have not been adjusted for risk based on the chance of development. It is not an 
estimate of volumes that may be discovered. Actual recovery may be less. The estimate of remaining recoverable 
resources includes prospective resources that have been risked for chance of discovery, but have not been risked for 
chance of development. If a discovery is made, there is no certainty that it will be developed or, if it is developed, there 
is no certainty as to the timing of such development. 

Need to Replace Reserves 

Iona's future crude oil and natural gas reserves and production, and therefore its operating cash flows and 
results of operations, are highly dependent upon Iona's success in exploiting the current reserve base and acquiring or 
discovering additional reserves. Without reserve additions through exploration, acquisition or development activities, 
Iona's reserves and production will decline over time as reserves are produced. The business of exploring for, 
developing or acquiring reserves is capital intensive. To the extent cash flows from operations are insufficient and 
external sources of capital become limited or unavailable, the ability to make the necessary capital investments to 
maintain and expand Iona's oil and natural gas reserves will be impaired. There can be no assurance that the 
Corporation's exploration, development, production and acquisition efforts will result in the discovery and development 
of commercial accumulations of oil and natural gas. 

Availability of Drilling Equipment and Access Restrictions 

Oil and natural gas exploration and development activities are dependent on the availability of drilling and 
related equipment in the areas where such activities will be conducted. Demand for such limited equipment or access 
restrictions may affect the availability of such equipment to Iona and may delay exploration and development activities. 
Iona is subject to the relatively limited availability of offshore drilling rigs to proceed with its UK North Sea drilling 
program. 

Access to Production Facilities and Pipelines 

Access to facilities and pipelines to process field production is an important consideration when developing 
fields in the North Sea. Such access is not guaranteed and directly affects the economics of a project. The United 
Kingdom government with the assistance of DECC has introduced a policy which has been adopted by the major 
operators of facilities in the North Sea that should allow access to facilities at a reasonable rate. 

These types of initiatives are intended to ensure that reserves that cannot support facilities on a stand-alone 
basis can be developed. 

Write-Off of Unsuccessful Properties and Projects 

In order to realize the carrying value of its oil and gas properties and ventures, Iona must produce oil and gas in 
sufficient quantities and then sell such oil and gas at sufficient prices to produce a profit. Iona has a number of non-
producing oil and gas properties. The risks associated with successfully developing such oil and gas properties are even 
greater than those associated with successfully continuing development of producing oil and gas properties, since the 
existence and extent of commercial quantities of oil and gas in unevaluated properties have not been fully established. 
Iona could be required to write-off some or all of its non-producing oil and gas properties if such projects prove to be 
unsuccessful. 

Reliance on Key Executives and Personnel 

The success of Iona will be largely dependent upon the performance of its management and key employees. 
Failure by Iona to retain or to attract and retain additional key employees with necessary skills could have a materially 
adverse impact upon Iona's growth and profitability. Iona has limited key person insurance for its management and none 
for other key employees. These individuals, and the contributions they will make, are important to the future operations 
and success of Iona. 
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The loss of the services of any of the senior management or key personnel may have an adverse impact on the 
Corporation. There is significant demand for management and employees skilled in the areas of the exploration, 
development, production and acquisition of oil and natural gas reserves, and the Corporation may not be able to attract 
or retain qualified individuals, or its key personnel, in the future. 

Conflicts of Interest 

Certain of the Directors and officers of the Corporation are also directors and officers of other companies 
involved in oil and natural gas exploration, development, production and acquisition, and conflicts of interest may arise 
between their duties as officers and Directors of the Corporation and as officers and directors of such other companies. 
Situations may arise where Directors or officers of the Corporation will be in direct competition with the Corporation. 
Conflicts, if any, in respect of the Corporation and its Directors and officers must be disclosed in accordance with, and 
will be subject to the procedures and remedies under the ABCA. Conflicts, if any, in respect of Iona UK and its 
directors and officers will be subject to the procedures and remedies under the UK Companies Act 2006 and, in respect 
of Iona US, under applicable Delaware legislation. 

Competition 

The oil and gas industry is highly competitive particularly as it pertains to the search for and development of 
new sources of crude oil and natural gas reserves, the construction and operation of crude oil and natural gas pipelines 
and facilities, and the transportation and marketing of crude oil, natural gas, sulphur and other petroleum products. 
Iona's competitors include major integrated oil and gas companies and numerous other independent oil and gas 
companies, some of which have greater financial and other resources than Iona. Many such companies not only explore 
for and produce oil, natural gas and NGLs, but also carry on refining operations and market petroleum and other 
products on a world-wide basis. There is also competition between the petroleum industry and other industries 
supplying energy and fuel to industrial, commercial and individual customers. Such competition may result in the 
Corporation being unable to secure or develop new exploration areas or recruit and retain staff. The oil and natural gas 
industry is intensely competitive and Iona must compete in all aspects of its operations with a substantial number of 
other companies which have greater technical or financial resources. Substantially all of Iona's revenues are derived 
from oil and natural gas sales in the UK North Sea. There is no assurance that Iona will be able to successfully compete 
against its competitors. However, Iona strives to be competitive by maintaining a strong financial position and by using 
its network of international contacts and relationships to source and secure appropriate investment opportunities. 

Commodity Prices 

The profitability and cash flow of the Corporation's operations will be dependent upon the market price of oil 
and gas. This has fluctuated widely, particularly in recent years. Crude oil and natural gas are commodities that are 
generally sold at contract or posted prices. Iona's crude oil prices are based on various reference prices, primarily the 
WTI crude oil reference price and other reference prices such as UK Brent Light. Adjustments are made to the reference 
price to reflect quality differentials and transportation. Quality differentials are affected by local supply and demand 
factors. 

UK Brent Light and other oil and gas indices are affected by numerous factors beyond the Corporation's 
control, including economic and political conditions, levels of supply and demand, the policies of OPEC, currency 
exchange rates and the availability of alternative fuel sources. If the price of oil and gas products should drop 
significantly, the economic prospects of the projects in which the Corporation has an interest could be significantly 
reduced or rendered uneconomic, leading to a reduction in the volume of oil and natural gas reserves. Also, the operator 
or the Corporation might elect not to produce from certain wells at lower prices, or to explore on or develop certain 
properties. 

All of these factors could result in a material decrease in the Corporation's future net production revenue, 
causing a reduction in its oil and gas acquisition, exploration, development and production activities. In addition, bank 
borrowings available to the Corporation are in part determined by the borrowing base of the Corporation. A sustained 
material decline in prices from historical average prices could limit or reduce the Corporation's borrowing base, 
therefore reducing the bank credit available to the Corporation. 

Volatility in the oil price also affects the ability of asset transactions to complete as value expectations between 
sellers and buyers may differ substantially. 
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Market Risk 

The marketability of any oil and gas which may be produced or acquired by the Corporation will be affected by 
numerous factors beyond the control of the Corporation. These factors include market fluctuations, proximity and 
capacity of oil and gas pipelines and processing equipment, availability of transportation capacity, and government 
regulations including regulations relating to price, taxation, royalties, production levels, imports and exports, land tenure 
and the environment, the effect of which cannot be accurately predicted. The Corporation will be affected by the 
differential between the price paid by refiners for light quality oil and the grades of oil that may in the future be 
produced by the Corporation. The Corporation has no direct experience in the marketing of oil and natural gas. 

Commodity Price Risk 

From time to time Iona may enter into agreements to receive fixed prices on its oil and natural gas production 
to offset the risk of revenue losses if commodity prices decline; however, if commodity prices increase beyond the 
levels set in such agreements, Iona would not benefit from such increases. 

Concentration of Oil and Gas Assets 

In the event of exploration success, the Corporation's prospective production will come from its interests in oil 
or gas fields and will remain dependent on a relatively small number of fields. Operational problems in any one field 
could have a materially adverse effect on the Corporation. 

Licensing and Title Risks 

Iona's properties are generally held in the form of licences, concessions, permits and regulatory consents 
("Authorizations"). Iona's activities are dependent upon the grant and maintenance of appropriate Authorizations, 
which may not be granted; may be made subject to limitations which, if not met, will result in the termination or 
withdrawal of the Authorization; or may be otherwise withdrawn. Also, in the majority of its Authorizations, Iona is a 
joint interest-holder with another third party over which it has no control. An Authorization may be revoked by the 
relevant regulatory authority if the other interest-holder is no longer deemed to be financially credible. There can be no 
assurance that any of the obligations required maintaining each Authorization will be met. Although Iona believes that 
the Authorizations will be renewed following expiry or granted (as the case may be), there can be no assurance that such 
Authorizations will be renewed or granted or as to the terms of such renewals or grants. The termination or expiration of 
Iona's Authorizations may have a material adverse effect on Iona's results of operations and business. 

In addition, the areas covered by the Authorizations are or may be subject to agreements with the proprietors of 
the land. If such agreements are terminated, found void or otherwise challenged, Iona may suffer significant damage 
through the loss of opportunity to identify and extract oil or gas. 

Title to oil and natural gas interests is often not determinable without incurring substantial expense. In 
accordance with industry practice, Iona will conduct such title reviews in connection with its principal properties as it 
believes are commensurate with the value of such properties. The actual interest of Iona in certain properties may vary 
from its records. 

Foreign Currency Rate Risk 

A significant portion of Iona's activities are transacted in or referenced to United States dollars, Canadian 
dollars or British pounds sterling. Iona's operating costs and certain of Iona's payments, in order to maintain property 
interests, are incurred in the local currency of the jurisdiction where the applicable property is located. As a result, 
fluctuations in the Canadian dollar and British pounds sterling against the US dollar, and each of those currencies 
against any other local currencies in jurisdictions where properties of Iona are located, could result in unanticipated 
fluctuations in Iona's financial results which are denominated in Canadian dollars. Iona has not entered into any risk 
management contracts to hedge its exposure to foreign exchange rates. 

Governmental Regulation 

The petroleum industry is subject to regulation and intervention by governments in such matters as the 
awarding of exploration and production interests, the imposition of specific drilling obligations, environmental 
protection and pollution controls, health and safety aspects of on and off shore drilling activity, control over the 
development, decommissioning and abandonment of fields (including restrictions on production) and possibly 
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expropriation or cancellation of contract rights. As well, governments may regulate or intervene with respect to price, 
taxes, royalties and the exportation of oil and natural gas. Such regulations may be changed from time to time in 
response to economic or political conditions. The implementation of new regulations or the modification of existing 
regulations affecting the oil and gas industry could reduce demand for natural gas and crude oil, increase costs and may 
have a material adverse impact on Iona. Export sales are subject to the authorization of provincial and federal 
government agencies and the corresponding governmental policies of foreign countries. Development of reserves and 
rates of return are also susceptible to changes in national fiscal policy. 

The current tax regime in the UK is favourable to companies of Iona's size in that it allows full deductions of 
appraisal and development expense before any tax is payable. As of January 1, 2006, the supplementary tax rate 
applicable to North Sea oil and gas companies was a tax of 30% of profits after all capital and operating costs have been 
recovered, and an effective supplementary rate of 20% on profits after all capital and operating costs (excluding finance 
costs) have been recovered, resulting in an effective combined base and supplementary tax rate of no less than 50%. In 
2009, a number of reforms were introduced to the North Sea fiscal regime aimed at fostering developments in smaller 
fields as well as more complex high pressure/high temperature and heavy oil fields. The smaller field relief is granted in 
respect of fields less than 20 mmbbls and is a potential benefit to Iona. Further favourable tax reforms were announced 
in January 2010 in which the additional tax allowances were extended to gas fields in frontier areas. 

On March 24, 2011, the supplementary tax rate applicable to North Sea oil and gas companies increased 
unexpectedly from 20% to 32%. As a result, the effective combined base and supplementary tax rate has risen from 
50% to 62%. Based on Iona's present stage of development, Iona is able to avail itself of tax efficiencies with respect to 
tax pools and small field allowances and therefore expects the supplementary tax rate changes to have a small but 
negative effect on the present net worth of Iona's reserves. Any further changes to these laws would impact the net 
present worth of Iona's reserves. No assurances can be given that such an event would not re-occur. 

Environmental Risks and Regulations 

All phases of the oil and gas industry present environmental risks and are subject to environmental regulation 
pursuant to a variety of international conventions, federal, regional, national, state and local laws and regulations. Such 
legislation provides for, among other things, restrictions and prohibitions on spills, the release or emissions and 
discharges of various substances produced in association with certain oil and gas industry operations. In addition, such 
legislation requires that well and facility sites are operated, maintained, decommissioned, abandoned and reclaimed to 
the satisfaction of applicable authorities. Compliance with such legislation can require significant expenditures and a 
breach of such requirements may result in suspension or revocation of necessary licences and authorizations, civil 
liability for pollution damage, and the imposition of fines and penalties which may be material. Environmental 
legislation is becoming increasingly stringent and the costs of regulatory compliance are increasing.  

Existing and possible future environmental legislation, regulations and actions could cause additional expense, 
capital expenditure, restrictions and delays in the activities of the Corporation, the extent of which cannot be predicted. 
Before exploration and/or production activities can commence, the Corporation must obtain regulatory approval and 
relevant licenses and there is no assurance that such approvals or licenses will be obtained. 

Environmental legislation and enforcement policy is evolving in a manner expected to result in more onerous 
and stricter requirements, standards and enforcement, larger fines and greater liability and potentially increased capital 
expenditures and operating costs. While the Directors believe that the Corporation's current provision for compliance 
with environmental laws, regulations and liabilities (including decommissioning) in the countries in which it operates is 
reasonable, no assurance can be given that new rules and regulations will not be enacted or existing legislation, rules 
and regulations will not be applied in a manner which could limit or curtail the Corporation's production or development 
or result in increased liabilities or result in a material increase in the costs of acquisition, exploration, development or 
production activities or otherwise adversely affect the Corporation's financial condition, results of operations or 
prospects. 

The Corporation is committed to meeting its responsibilities to protect the environment wherever it operates 
and procedures are in place to ensure utmost care is taken in the day-to-day management of its properties. The 
Corporation believes in well abandonment and site restoration in a timely manner to ensure minimal damage and overall 
costs to the Corporation. 
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Climate Change Impact 

Iona faces a variety of uncertainties related to climate change. The oil and gas industry is subject to extensive 
environmental regulation pursuant to legislation in the United Kingdom. These range from potential impacts from 
emissions restrictions, carbon taxes and other government policy initiatives, to changes in weather patterns that may 
affect operations. Although Iona is not a large emitter of greenhouse gases, these forms of legislation may have an 
impact on both revenues and cost structures at a future undetermined time. 
 
Cyclical and Seasonal Impact of Industry 

Iona's operational results and financial condition are dependent on the prices received for oil and natural gas 
production. Oil and natural gas prices have fluctuated widely during recent years and are determined by global supply 
and demand factors, including weather and general economic conditions, as well as conditions in other oil and natural 
gas regions most of which are beyond Iona's control. A decline in oil and natural gas prices could have an adverse effect 
on Iona's financial condition. 

Sub-sea tiebacks in the UK North Sea, while common, are affected by weather conditions in the UK North Sea, 
and potential pipeline tie-back installations can be more challenging in winter months.  

Conflicting Interests with Partners 

Joint venture, acquisition, financing and other agreements and arrangements must be negotiated with 
independent third parties and, in some cases, must be approved by governmental agencies. These third parties generally 
have objectives and interests that may not coincide with Iona's interests and may conflict with Iona's interests. Unless 
the parties are able to compromise these conflicting objectives and interests in a mutually acceptable manner, 
agreements and arrangements with these third parties will not be consummated or maintained. 

In certain circumstances, the concurrence of co-venturers may be required for various actions. Other parties 
influencing the timing of events may have priorities that differ from Iona's, even if they generally share Iona's 
objectives. Demands by or expectations of governments, co-venturers, customers, and others may affect Iona's strategy 
regarding the various projects. Failure to meet such demands or expectations could adversely affect Iona's participation 
in such projects or its ability to obtain or maintain necessary licences and other approvals. 

Insurance 

Iona's operations are subject to the risks normally associated with the operation and development of oil and 
natural gas properties and the drilling of oil and natural gas wells, including encountering unexpected formations or 
pressures, blowouts, cratering and fires, all of which could result in personal injuries, loss of life and damage to the 
property of Iona and others. In accordance with customary industry practice, Iona is not fully insured against all of these 
risks, nor are all such risks insurable. Damages and losses occurring as a result of such risks may give rise to claims 
against Iona. 

Although Iona believes that it, or where applicable the operator, will carry adequate insurance with respect to 
its operations in accordance with industry practice, in certain circumstances Iona's, or where applicable the operator's, 
insurance may not cover or be adequate to cover the consequences of such events. The payment of such uninsured 
liabilities would reduce the funds available to Iona. The occurrence of a significant event that is not covered or not fully 
covered by insurance, or the insolvency of the insurer of such event, could have a materially adverse effect on the 
business, financial condition and results of operations of Iona. Moreover, there can be no assurance that Iona will be 
able to maintain adequate insurance in the future at rates that it considers reasonable. 

Reliance on Industry Partners 

The Corporation relies on industry partners with respect to the evaluation, acquisition and development of, and 
future production from, its properties and a failure or inability to perform by such partners could materially affect the 
prospects of the Corporation. 

Regulatory Approvals 

The further development of Iona's properties requires the approval of applicable regulatory authorities to the 
plans of Iona with respect to the drilling and development of such properties. A failure to obtain such approval on a 
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timely basis or material conditions imposed by such authority in connection with the approval would materially affect 
the prospects of Iona. 

Common Share Price Volatility 

The market price of the Common Shares could be subject to wide fluctuations in response to Iona's results of 
operations, changes in earnings estimates by analysts, changing conditions in the oil and gas industry, or changes in 
general market, economic or political conditions. 

Acquisition Risks 

The Corporation intends to acquire additional oil and gas properties. Although Iona performs a review of 
properties prior to acquiring them that it believes is consistent with industry practice, such reviews are inherently 
incomplete. It is generally not feasible to review in depth every practice and every individual property involved in each 
acquisition. Generally, Iona will focus its due diligence efforts on higher valued properties and will sample the 
remainder. However, even an in-depth review of all properties and records may not necessarily reveal existing or 
potential problems, nor will it permit a buyer to become sufficiently familiar with the properties to assess fully their 
deficiencies and capabilities. Iona may be required to assume pre-closing liabilities, including environmental liabilities, 
and may acquire interest in properties on an "as is" basis.  

Force Majeure 

Iona's projects may be adversely affected by risks outside the control of Iona including labour unrest, civil 
disorder, war, subversive activities or sabotage, fires, floods, explosions or other catastrophes, epidemics or quarantine 
restrictions.  

Dilution from Further Equity Issuances 

If Iona issues additional equity securities to raise additional funding or as consideration for the acquisition of a 
company or assets, as the case may be, such transactions may substantially dilute the interests of Iona shareholders and 
reduce the value of their respective investment. 

Dividends 

Iona has not paid dividends prior to the date hereof and there can be no assurance that Iona will pay dividends 
in the future. Dividend payments are at the discretion of the Board of Directors and depend on the financial condition of 
Iona and other factors. 

Strategic Partnerships 

As part of its development plan in the North Sea, Iona may consider the formation of strategic partnerships, 
potentially sharing development costs and, where appropriate, the acquisition or exchange of working interests. There is 
no assurance that any such strategic transaction will be entered into. If such strategic transaction is entered into, there is 
no assurance that such transaction will be successful.  

DIVIDEND POLICY 

The declaration and payment of dividends on the Common Shares is at the discretion of the Board. It is the 
Board of Director's present policy to re-invest any net earnings to finance the growth and expansion of the Corporation's 
business and accordingly it is not intended that the Corporation shall pay any dividends in the foreseeable future. 

Any declaration and payment of dividends by the Corporation will be dependent upon the Corporation's 
consolidated results, financial position, cash requirements, future prospects, profits available for distribution and other 
factors regarded by the Directors as relevant at the time. 

The Corporation has not paid any dividends on the Common Shares since its incorporation to the date hereof. 

DESCRIPTION OF CAPITAL STRUCTURE 

The authorized share capital of the Corporation consists of an unlimited number of Common Shares and an 
unlimited number of preferred shares issuable in series (the "Preferred Shares"). As at December 31, 2010, there were 
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Common Shares and no Preferred Shares are issued and outstanding. As at December 6¸ 2011 there are 140,860,567 
Common Shares and no Preferred Shares are issued and outstanding. 

The following is a summary of the rights, privileges, restrictions and conditions attaching to each class of 
shares of the Corporation. 

Common Shares 

The holders of Common Shares are entitled to: (i) receive notice of and to vote at every meeting of 
shareholders of Iona and shall have one vote thereat for each such Common Share so held; (ii) receive any dividend 
declared on the Common Shares by Iona, subject to the rights of the holders of Preferred Shares; and (iii) subject to the 
rights, privileges, restrictions and conditions attached to the Preferred Shares, receive the remaining property of Iona on 
dissolution, liquidation or winding up. 

Preferred Shares 

Preferred Shares may, from time to time, be issued in one or more series, each series to consist of such number 
of shares as may, before the issue thereof, be fixed by the Directors of Iona. The Directors may additionally determine 
the designation, rights, privileges, restrictions and conditions attaching to the Preferred Shares, including, without 
limiting the generality of the foregoing, the rate or amount of preferential dividends and the date of payment thereof, the 
redemption purchase and/or conversion price and conditions of redemption, purchase and/or conversion, if any, and any 
sinking fund purchase fund or other provisions. The Preferred Shares rank in priority to the Common Shares as to 
payment of dividends and the distribution of assets in the event of dissolution, liquidation or winding-up. 

MARKET FOR SECURITIES 

The Northern Shares were listed for trading on the TSXV under the symbol "NLC.P". The price ranges and 
traded volumes of the Northern Shares on the TSXV for each month of the most recently completed financial year, as 
reported by the TSXV, are shown below: 

  Price Range ($)  Monthly  

  High Low  Trading Volume 

2010      
January  $0.220 $0.220  5,000 
February  $0.205 $0.200  45,500 
March  N/A N/A  Nil 
April  N/A N/A  Nil 
May  N/A N/A  Nil 
June  N/A N/A  Nil 
August  $0.150 $0.150  7,000 
September  $0.200 $0.200  5,000 
October   $0.250 $0.170  50,000 
November  $0.170 $0.100  110,000 
December  $0.150 $0.150  7,000 
2011      
January  N/A N/A  Nil 
February  N/A N/A  Nil 
March  N/A N/A  Nil 
April  N/A N/A  Nil 
May  N/A N/A  Nil 
June  N/A N/A  Nil 
 

The Common Shares of the Corporation are listed for trading on the TSXV under the symbol "INA". The 
Common Shares began to trade on June 8, 2011. The price ranges and traded volumes of the Common Shares of the 
TSXV for each month since Iona began to trade on the TSXV, as reported by the TSXV, are shown below: 
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  Price Range ($)  Monthly  

  High Low  Trading Volume 

2011      
June(1)  $0.600 $0.450  5,523,756 
July  $0.530 $0.420  3,339,387 
August  $0.460 $0.380  1,137,890 
September  $0.430 $0.300  1,975,278 
October  $0.460 $0.310  3,867,109 
November  $0.435 $0.350  2,305,524 
December(2)  $0.425 $0.355  5,934,229 
 
Notes: 
 
(1) Iona began to trade on the TSXV on June 8, 2011.  
(2) December 1, 2011 to December 6, 2011. 
 
Prior Sales 

 In the financial year ended December 31, 2010(2), Iona, and its predecessors, issued the following securities: 

Date of Issuance Number and Type of Securities(2) Issue Price Per Security 

October 6, 2010 657,763 Iona Energy Common Shares(3) $0.22 

October 5, 2010 500,000 Iona Energy Common Shares(3) $0.22 

September 28, 2010 25,000 Iona Energy Common Shares(3) $0.22 

September 13, 2010 2,210,000 Iona Energy Common Shares(3)(4) $0.22 

August 12, 2010 2,120,000 Iona Energy Common Shares(3)(5) $0.22 

August 5, 2010 3,222,727 Iona Energy Common Shares(3) $0.22 

May 31, 2010 4,344,469 Iona Energy Common Shares(3)(6) $0.10 

 

Notes: 

(1) Please refer to "General Development of the Business" for information regarding securities of Iona (and its predecessors) issued 
subsequent to December 31, 2010. 

(2) There have been no sales of Preferred Shares during the most recently completed financial year ended December 31, 2010. 
(3) Issued pursuant to private placements by Iona Energy of Iona Energy Common Shares. 
(4) 127,200 broker warrants were issued in connection with this transaction. Such warrants are exercisable into Iona Common Shares for an 

exercise price of $0.22 for a period of 3 years from the closing date. 
(5) 137,300 broker warrants were issued in connection with this transaction. Such warrants are exercisable into Iona Common Shares for an 

exercise price of $0.22 for a period of 3 years from the closing date. 
(6) This number reflects the number of Iona Energy Common Shares that were issued after taking into consideration the consolidation of Iona 

Energy Common Shares on a 2 for 1 basis which occurred on August 5, 2010. 
 
ESCROWED SECURITIES  

Class Number of securities held in escrow or that are 
subject to a contractual restriction on transfer 

Percentage of Class 

Common Shares 13,295,154(1)(2)(3)(4) 10.5% 

Preferred Shares Nil Nil 

Notes: 

(1) This includes the number of Iona Common Shares subject to the Northern Escrow Agreement (as defined below) after giving effect to the 
amalgamation and the number of Iona Common Shares escrowed pursuant to the requirements of the Exchange.  

(2) As required by the Exchange, the holders of 14,000,785 Iona Common Shares entered into an escrow agreement with Olympia Trust 
Company and Iona (the "Iona Escrow Agreement") pursuant to which they deposited the Iona Common Shares received upon closing of 
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the amalgamation into escrow with Olympia Trust Company.  The Iona Escrow Agreement is time based and 10% of the 14,000,785 
escrowed Iona Common Shares subject to the Iona Escrow Agreement were released upon issuance of the Final Exchange Bulletin dated 
June 6, 2011 (the "Final Exchange Bulletin") approving the Qualifying Transaction of Iona and Northern and accepting the Common 
Shares for trading on the Exchange. 15% Iona Common Shares escrowed pursuant to the Iona Escrow Agreement will be released upon the 
dates which are 6, 12, 18, 24, 30 and 36 months after the date of issuance of the Final Exchange Bulletin. 

(3) Pursuant to the Iona Escrow Agreement, the Exchange Escrowed Shares can only be transferred in accordance with the Exchange policies.  
The numbers shown above include securities held by spouses or holding companies of the persons listed in the above table. 

(4) Under the escrow agreement between Northern, certain Northern shareholders and Olympia Trust Company (the "Northern Escrow 
Agreement"), 10% of the 771,607 escrowed Iona Common Shares subject to the Northern Escrow Agreement were released from escrow 
on the issuance of the Final Exchange Bulletin and an additional 15% of the remaining Iona Common Shares subject to the Northern 
Escrow Agreement will be released on the dates which are 6, 12, 18, 24, 30 and 36 months following the date of issuance of the Final 
Exchange Bulletin. 

 

DIRECTORS AND EXECUTIVE OFFICERS 

Background Information 

The following table sets forth the names, municipalities and country of residence, positions with Iona, time 
served as a Director of Iona (if applicable) and the principal occupation during the last five years of the Directors and 
executive officers of Iona. Directors are elected at the annual meetings of shareholders and serve until the next annual 
meeting or until a successor is elected or appointed. 

Name, Municipality of 
Residence and Position 

with Iona  Director Since 
Principal Occupation 
in the Last Five Years 

Neill A. Carson(3) 
Aberdeen, United Kingdom 
Chief Executive Officer, 
President and a Director 
 

May 2011 Chief Executive Officer and Director of Iona since January 2008. Prior 
thereto, President, Chief Operations Officer, and Director of Ithaca 
Energy Inc. from April 2004 until August 2007.  
 

Brad G. Gunn(4) 
Calgary, Alberta 
Chief Financial Officer and 
a Director 

May 2011 Chief Financial Officer and a Director of Iona since January 2008. Prior 
thereto, Chief Financial Officer of Ithaca Energy Inc. from April 2004 
until January 2008 (and as a director from January 2005 until January 
2008). 
 

Donald B. Copeland(1)(2) (3)(4) 
Calgary, Alberta 
Director 
 

May 2011 President of Pangman Resource International Ltd., a private investment 
and consulting company, since 1992. 
 

Roger Laing(2)(4) 
Calgary, Alberta 
Director 
 

May 2011 Business Unit Leader with RLG International, an international 
performance consulting firm since 1988. 
 

Rod Maxwell(1)(3) 
Calgary, Alberta 
Director 
 

May 2011 Managing Director of StoneBridge Merchant Capital Corp. since 1997. 

Jay M. Zammit(1)(2)(4) 
Calgary, Alberta 
Director 
 

May 2011 Partner with Burstall Winger LLP (Barristers and Solicitor) and acted as 
Managing Partner from 2001 to 2003 and in 2005. 

David Sherrard 
Braemar, United Kingdom  
VP Developments 

N/A VP Developments of Iona Energy Company (UK) Limited since 
December 2010. Prior to joining Iona, David was a founding partner of 
and held various positions with Senergy Group Limited between 2004 and 
2010. Most recently as International Director. 
 

Graham Heath 
Calgary, Alberta 
VP Corporate Development 

N/A VP Corporate Development of Iona since December 2010. Prior thereto, 
IT consultant within the Alberta oil and gas industry working with Colt 
Engineering, PanCanadian Petroleum, EnCana Corporation, and Cenovus 
Energy. 
 

Robin Baxter 
Aberdeen, United Kingdom 
VP Business Development 

N/A VP Business Development and prior thereto, Chief Commercial Officer of 
Iona Energy Company (UK) Limited since September 2009. Director of 
Business Development of Maersk Oil from 2005 until 2008. Prior thereto, 
Legal Director and Company Secretary of Kerr-McGee (UK). 
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Name, Municipality of 
Residence and Position 

with Iona  Director Since 
Principal Occupation 
in the Last Five Years 

 
Adrian Harvey 
Calgary, Alberta 
Corporate Secretary 

N/A Associate with Burstall Winger LLP (Barristers and Solicitors) since June 
2010. Prior thereto, associate with Blake, Cassels & Graydon LLP 
(Barristers and Solicitors). 

Notes: 

(1) Member of the Corporation's Audit Committee of which Rod Maxwell is Chair. 
(2) Member of the Corporation's Compensation Committee of which Roger Laing is Chair. 
(3) Member of the Corporation's Reserves Committee of which Neill A. Carson is Chair. 
(4) Member of the Corporation's Corporate Governance and Nominating Committee of which Jay M. Zammit is Chair. 

Ownership of Shares 

As of the date hereof the Directors and executive officers, as a group, beneficially own, directly or indirectly, 
or exercise control or direction over, 14,054,358 Iona Common Shares representing approximately 10% of the Iona 
Common Shares.  

Cease Trade Orders 

To the knowledge of management, other than as disclosed below, no Director or officer is, as of the date of this 
AIF, or was in the last 10 years before the date hereof a director, chief executive officer or chief financial officer of any 
company, including Iona, that was subject to a cease trade order or similar order or an order that denied the issuer access 
to any exemptions under securities legislation, for a period of more than 30 consecutive days, that was issued (i) while 
the director was acting in that capacity; or (ii) after such person was acting such capacity and which resulted from an 
event that occurred while that person was acting in such capacity.  

Neill Carson was a member of the board of directors of Qeva Group Inc. ("Qeva") from January 2004 to April 
2004. Donald Copeland was also a member of the board of directors of Qeva from July 2003 to November 2006. Under 
an order of the British Columbia Securities Commission dated February 24, 2004 and an order of the Alberta Securities 
Commission dated March 12, 2004, Qeva was cease traded for failure to file financial statements (collectively, the 
"Orders"). At that time, Qeva was an inactive corporation. Messrs. Copeland and Carson joined the board of directors 
of Qeva to assist Qeva in formulating a business plan and strategy. The Orders were subsequently revoked pursuant to 
orders of the British Columbia Securities Commission and the Alberta Securities Commission dated June 9, 2005. 

On August 30, 2005 Jay Zammit became a director of Marine Bioproducts International Corp. ("Marine"), a 
corporation listed on the NEX Board of the TSXV that was the subject of a cease trade order in British Columbia and 
Alberta prior to Mr. Zammit's appointment. Mr. Zammit was appointed to the board to assist in the reinstatement of 
Marine to good standing. The cease trade orders against Marine were subsequently lifted and Marine completed a plan 
of arrangement (the "Plan") with Phoenix Oilfield Hauling Ltd. on May 9, 2006. Mr. Zammit is no longer a director of 
Phoenix Oilfield Hauling Inc., the resulting corporation under the Plan. 

Penalties or Sanctions 

To the knowledge of management, no director or executive officer of Iona or shareholder holding a sufficient 
number of securities to materially affect the control of Iona has been subject to any penalties or sanctions imposed by a 
court relating to securities legislation or by a securities regulatory authority or has entered into a settlement agreement 
with a securities regulatory authority; or has been subject to any other penalties or sanctions imposed by a court or 
regulatory body that would likely be considered important to a reasonable investor in making an investment decision. 

Bankruptcy 

To the knowledge of management, no director or executive officer of Iona or shareholder holding a sufficient 
number of securities to affect materially the control of Iona is, as of the date of this AIF, or has within the ten years 
prior to the date of this AIF, become bankrupt or made a proposal under any legislation relating to bankruptcy or 
insolvency, or been subject to or instituted any proceedings, arrangement or compromise with creditors, or had a 
receiver, receiver manager or trustee appointed to hold the assets of that director, executive officer, or shareholder. 

To the knowledge of management, other than as disclosed below, no director or executive officer of Iona, or 
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shareholder holding a substantial number of securities to materially affect the control of Iona, is, as of the date of this 
AIF, or has been within the 10 years before the date of this AIF, a director or executive officer of any company that, 
while that Director was acting in that capacity, or within a year of that person ceasing to act in that capacity, became 
bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or was subject to or instituted any 
proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or trustee appointed to hold 
its assets. 

Brad Gunn was Co-Chief Executive Officer and a director of Freerealtime.com Inc. from September 1995 to 
August 1, 2000. On April 24, 2001, Freerealtime.com Inc. filed for Chapter 11 bankruptcy protection, from which it 
emerged with a reorganization plan on November 22, 2002. Mr. Gunn was not a director or officer at the time the 
Freerealtime.com Inc. filed for bankruptcy protection. 

Rod Maxwell acted as a director of Patch International Inc. ("Patch") from January 2007 until April 2009. 
Patch's wholly-owned subsidiary, Patch Energy Inc. ("Patch Energy"), of which Mr. Maxwell was not a director or 
officer, filed a proposal (the "Proposal") to its creditors under the Bankruptcy & Insolvency Act (Canada) on August 20, 
2009 which was accepted by creditors at a meeting held on September 9, 2009. Pursuant to the Proposal, Patch Energy 
subsequently sold all of its assets to its working interest partner and the working interest partner's joint venture partner. 
The ASC issued a cease trade order against Patch on October 2, 2009 for failing to make required annual continuous 
disclosure filings for its financial year ended May 31, 2009. 

Jay Zammit was Corporate Secretary of Alternative Fuel Systems Inc. when it made an application under the 
Companies' Creditors Arrangement Act (Canada) ("CCAA"). Alternative Fuel Systems Inc. completed a Statutory Plan 
of Arrangement under the CCAA and the ABCA on June 30, 2004 whereby it was reorganized into two companies:  
Alternative Fuel Systems (2004) Inc. and AFS Energy Inc. AFS Energy Inc. remains listed on the TSXV, completed a 
transaction to convert to an oil and gas Corporation and changed its name to Flagship Energy Inc. effective May 2005. 
Alternative Fuel Systems (2004) Inc. completed a private placement financing in the summer of 2005 and was acquired 
by an industry competitor in 2011. 

Conflicts Of Interest 

There are potential conflicts of interest to which the directors and officers of Iona or its subsidiaries may be 
subject to in connection with the operations of Iona or its subsidiaries. Some of the directors and officers are engaged 
and will continue to be engaged, directly or indirectly, in other businesses and situations may arise where some of the 
directors and officers will be in direct competition with Iona or its subsidiaries. Jay Zammit, a director of Iona, is a 
partner and Adrian Harvey, the Corporate Secretary of Iona, is an associate with Burstall Winger LLP, which provides 
legal services to Iona on a fee for services basis. Conflicts, if any, will be subject to the procedures and remedies under 
the ABCA. 

Promoters 

Neill Carson and Brad Gunn may be considered to be the Promoters of Iona as they took initiative in either 
founding, organizing or substantially reorganizing the business of Amalco and/or its predecessors. 

Neill Carson beneficially owns, directly or indirectly, exercises control or direction over 7,002,922 Iona Common 
Shares (4.97%). Brad Gunn beneficially owns, directly or indirectly, exercises control or direction over 1,763,379 Iona 
Common Shares (1.25%).  Both Mr. Carson and Mr. Gunn act as executive officers of Iona and are compensated for 
acting in such capacities.  

AUDIT COMMITTEE INFORMATION 

Audit Committee Charter  

The full text of the Audit Committee's charter is included in Schedule "A" of this AIF. 

Composition of the Audit Committee 

The Audit Committee is currently comprised of three individuals, all of whom are financially literate and the 
majority of whom are considered independent under National Instrument 52-110 Audit Committees ("NI 52-110").  The 
current members of the Audit Committee are Rod Maxwell (Chair), Donald Copeland and Jay Zammit, as indicated in 
the table under the heading, "Directors and Executive Officers".  Mr. Maxwell and Mr. Copeland are deemed to be 
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independent directors.  Mr. Zammit is a partner of Iona's primary external legal counsel and is therefore deemed to be 
not independent with respect to the composition of the Audit Committee. However, the Board of Directors considers 
Mr. Zammit to be independent for other purposes as his relationship as a partner of Iona's primary external legal counsel 
is not considered to reasonably interfere with the exercise of his independent judgment. 

The relevant education and experience of each Audit Committee member is outlined below. 

Rod Maxwell, Audit Committee Chair 

Mr. Maxwell is Managing Director of StoneBridge Merchant Capital Corp. and has over 25 years of 
experience in the investment and financial advisory services industries. Prior to cofounding StoneBridge Merchant 
Capital Corp. in 1997, Mr. Maxwell was a Partner with KPMG LLP in the Corporate Finance/Business Valuations 
practice. 

Mr. Maxwell holds a Bachelor of Commerce degree from the University of Calgary. He is a Chartered 
Accountant and is a member of both the Alberta and Canadian Institute of Chartered Accountants. In addition, Mr. 
Maxwell is a Chartered Business Valuator and is a member of the Canadian Institute of Chartered Business Valuators. 
Mr. Maxwell serves on the board of a number of private and public companies including the TSX-listed Cathedral 
Energy Services Ltd., TSXV-listed Hyperion Exploration Corp. and TSXV-listed Invicta Energy Corp. 

Donald Copeland 

Mr. Copeland has been involved in a senior management capacity with a number of companies and has been a 
co-founder of several exploration and production companies active in western Canada, South America and the U.K. 
sector of the North Sea. In 1986, Mr. Copeland became Senior Vice President of Trilogy Resource Corporation in 
charge of land, exploration and gas marketing. Trilogy grew to become a $200 million company. 

Mr. Copeland has served as President of Pangman Resource International Ltd., a private investment and 
consulting company, since 1992. He has also held served on the board of directors of several oil and gas companies 
including: non-executive Chairman of the Board of Oilexco, a TSX listed company focused in the North Sea, Orca 
Petroleum, and Vision 2000 Exploration 

Jay  Zammit 

Mr. Zammit is a Partner at Burstall Winger LLP and is a Director of Iona. Mr. Zammit practices in the areas of 
corporate finance and securities, advising on public and private financing matters as well as reorganizations, takeovers, 
mergers, shareholder disputes, acquisitions, dispositions and strategic relationships. Mr. Zammit serves on the boards of 
several public and private companies as well as several non-profit organizations. 

Mr. Zammit attended the University of Manitoba and received a Bachelor of Commerce (Finance) in 1982, 
following which he served as a consultant to the International Air Transport Association. He obtained a Bachelor of 
Laws in 1987 from the University of Manitoba and was admitted to the Alberta Bar in 1988. In 1989, Mr. Zammit was 
seconded to the Alberta Securities Commission. 

Pre-approval Policies 

Under the charter of the Audit Committee, the Audit Committee shall approve all non-audit services to be 
provided by the independent auditor prior to the services being performed, including the amount of any related fees. To 
the extent deemed necessary by the Audit Committee, it shall have the authority to engage outside counsel and/or 
independent accounting consultants to review any matter under its responsibility. 

External Auditor Service Fees (By Category) 

The following table provides information about the fees billed to the Corporation for professional services 
rendered by Deloitte & Touche LLP, Chartered Accountants, which were paid or payable during the period from 
January 1, 2009 to December 31, 2010:  
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Deloitte & Touche LLP 

2010 

($'000) 

2009 

($'000) 

Audit Fees(1) $30,000 Nil 

Audit-Related Fees(2) Nil Nil 

Tax Fees(3) Nil Nil 

All Other Fees(4) Nil Nil 

Total:(5) Nil Nil 

Notes: 

(1) Audit fees were for professional services rendered by Deloitte & Touche LLP, Chartered Accountants for the audit of the Corporation's 
annual financial statements as well as services provided in connection with statutory and regulatory filings. See "External Auditor Service 
Fees (By Category) – Iona Energy" below. 

(2) Audit-related fees are for services related to performance of limited procedures performed by the Corporation's auditors related to interim 
quarterly reports and IFRS transition activities. 

(3) Professional services fee for tax compliance, tax advice and tax planning. 
(4) All other fees performed by the Corporation's auditors, being primarily work associated with the issuing of new equity. 
(5) These fees only represent professional services rendered and do not include any out-of-pocket disbursements or fees associated with filings 

made on the Corporation's behalf. These additional costs are not material as compared to the total professional services fees for each year. 

The Audit Committee has met 4 times thus far in 2011 to fulfill its mandate. The Audit Committee has 
discussions with the Corporation's auditors regularly, independent of management, and has direct communication 
channels with the external auditors to discuss and review specified issues as appropriate.  

Iona Energy 

The aggregate fees billed by Iona Energy's external auditors in each of the last three fiscal years for audit fees 
are approximately as follows: 

Financial Year Audit Fees(1) Audit Related Fees Tax Fees All Other Fees 

2010 $30,000 Nil Nil Nil 

2009 Nil Nil Nil Nil 

2008 Nil Nil Nil Nil 

Note: 

(1) Deloitte & Touche LLP were appointed as auditors of Iona Energy on March 11, 2011 and audited Iona Energy's operations since 
inception charging a total fee for $30,000 for the three year period. 

Audit fees consist of fees for professional services for the audit of Iona Energy's annual financial statements, 
assistance with interim financial statements, and related matters. Audit-related fees consist of fees for professional 
services that are reasonably related to the performance of the audit or review of Iona's financial statements and which 
are not reported under "Audit Fees" above. Tax fees consist of fees for professional services for tax compliance, tax 
advice and tax planning. Other fees consist of fees for other services, including review of circulars and preparation of 
pro-forma statements, which are not reported as Audit fees, Audit-related fees and Tax fees.  

LEGAL PROCEEDINGS AND REGULATORY ACTIONS 

Management of Iona is not aware of any existing or contemplated legal proceedings material to Iona, to which 
Iona, or any predecessor of Iona, is, or during the financial year ended December 31, 2010 was, a party or of which any 
of its property is, or during the financing year ended December 31, 2010 was, subject. 
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Management of Iona is not aware of any penalties or sanctions imposed against Iona, or any predecessor of 
Iona, by a court relating to securities legislation or by a securities regulatory authority during the financial year ended 
December 31, 2010 or any other penalties or sanctions imposed by a court or regulatory body against Iona, or any 
predecessor of Iona, that would likely be considered important to a reasonable investor in making an investment 
decision. 

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

No director or executive officer of the Corporation, or shareholder that beneficially owns, or controls or 
directs, directly or indirectly, more than 10% of any class or series of voting securities of the Corporation, or associate 
or affiliate of any of the foregoing persons has had any material interest, direct or indirect, in any transaction within the 
three most recently completed financial years or during the current financial year that has materially affected or is 
reasonably expected to materially affect the Corporation. 

TRANSFER AGENT AND REGISTRAR 

Olympia Trust Company, 2300, 125 – 9th Avenue S.E., Calgary, Alberta T2G 0P6 is the transfer agent and 
registrar for the Iona Common Shares. 

MATERIAL CONTRACTS 

The Corporation and its predecessors have not entered into any material contracts since January 1, 2010 or 
entered into any material contracts before January 1, 2010 that are still in effect, other than contracts entered into the 
ordinary course of business, except as set forth below: 

(1) the agency agreement dated effective as of January 28, 2011 among Wellington West Capital Markets 
Inc., Mackie Research Capital Corp., National Bank Financial Inc. and Iona Energy with respect to the 
Iona Energy private placement financing of 116,485,090 subscription receipts at a price of $0.60 per 
subscription receipt for gross proceeds of $69,891,054 (the "Iona Energy Private Placement"); 

(2) the Amalgamation Agreement; and 

(3) the subscription receipt agreement dated March 10, 2011 among Wellington West Capital Markets Inc., 
Mackie Research Capital Corp., National Bank Financial Inc., Iona Energy and Olympia Trust Company 
with respect to the Iona Energy Private Placement. 

INTERESTS OF EXPERTS 

The Corporation's auditors are Deloitte & Touche LLP, Chartered Accountants, who prepared an independent 
auditors' report dated April 19, 2011 in respect of Iona Energy's consolidated financial statements with accompanying 
notes as at December 31, 2010 and 2009 and consolidated statements of operations, comprehensive loss and deficit and 
cash flows for each of the three years ended December 31, 2010. Deloitte & Touche LLP has advised that they are 
independent with respect to the Corporation within the meaning of the Rules of Professional Conduct of the Institute of 
Chartered Accountants of Alberta. PricewaterhouseCoopers LLP were the auditors of Northern.  

GCA prepared the GCA Report dated March 9, 2011 which evaluated as at an effective date of December 31, 
2010 the oil and natural gas reserves attributable to the interests in the Orlando Assets and the Trent & Tyne Assets.  
The partners, employees and consultants of GCA hold, directly or indirectly, in aggregate, less than 1% of any securities 
or other property of the Corporation or of one of its associates or affiliates either at the time of such reports or since that 
time. 

In addition, none of the aforementioned persons or companies, nor any director, officer or employee of any of 
the aforementioned persons or companies, is or is expected to be elected, appointed or employed as a director, officer or 
employee of Iona or any associate or affiliate of Iona. 
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ADDITIONAL INFORMATION  

Additional information regarding Iona may be found on SEDAR at www.sedar.com. Additional information, 
including directors' and officers' remuneration and indebtedness to Iona, principal holders of securities of the 
Corporation and securities authorized for issuance under equity compensation plans is contained in the joint information 
circular prepared in connection with the 2011 annual and special meeting of shareholders of Iona Energy and Northern. 
Additional financial information is provided in Iona Energy's and Northern's comparative financial statements for their 
financial years ended December 31, 2010, together with the accompanying report of the auditor and management's 
discussion and analysis filed on SEDAR at www.sedar.com. 

 

http://www.sedar.com/
http://www.sedar.com/


 

 

SCHEDULE A - AUDIT COMMITTEE CHARTER 

 
IONA ENERGY INC. 

AUDIT COMMITTEE CHARTER 

ROLE AND RESPONSIBILITIES 
The Audit Committee ("Committee") is a committee of the Board of Directors (the "Board", each member of the 
Board a "Director") to which the Board delegates its responsibility for oversight of Iona Energy Inc. (the 
"Corporation") financial reporting process. 

The Committee shall assist the Board in fulfilling its responsibilities by: 

• overseeing and monitoring the integrity of the Corporation's financial reporting processes, 
financial statements and system of internal controls regarding accounting and financial reporting 
and accounting compliance;  

• evaluating the independent external auditors' qualifications, performance and independence;  
• enhancing the independence of the independent external auditor; 
• assessing the processes relating to senior management's determination and mitigation of financial 

risks and the maintenance of an effective control environment; and  
• reviewing the processes to monitor the Corporation's compliance with legal and regulatory 

requirements.  
 

The Committee has the authority to conduct any review or investigation appropriate to fulfilling its responsibilities. 
The Committee has the sole authority to approve any non-audit engagement by the Corporation's independent 
external auditors and to approve all audit engagement fees and terms. The Committee shall have unrestrictive access 
to personnel and information, and any resources necessary to carry out its responsibility.  

MEMBERSHIP AND MEETINGS 
The Committee shall be comprised of a minimum of three directors including a Committee Chair, and shall satisfy 
the independence and experience requirements applicable to the Corporation pursuant to National Instrument 52-110 
Audit Committees (as implemented by the Canadian Securities Administrators and as amended from time to time). 
Each member of the Committee shall be financially literate, as defined in NI 52-110, and the Chair of the Committee 
shall have accounting or related financial managerial expertise. The members of the Committee and its Chair shall 
be appointed by the Board. Appointments shall be made in accordance with procedures established by the 
governance committee of the Board from time to time.  

The Committee shall meet at least five times annually (for review of Q1, Q2 and Q3 interim reports as well as pre 
and post annual audit), or more frequently as circumstances dictate. The Committee shall report to the Board on its 
activities after each of its meetings. The Committee is expected to establish and maintain free and open 
communication among the independent external auditor and senior management and shall periodically meet 
separately with each of them. The President and Chief Executive Officer (collectively "CEO") and the Chief 
Financial Officer are expected to be available to attend the Committee's meetings or portions thereof. The 
affirmative vote of a majority of the members of the Committee participating in any meeting of the Committee is 
necessary for the adoption of any resolution.  

The Committee shall be empowered to retain, obtain advice or otherwise receive assistance from outside 
independent legal counsel, accountants or others to assist in the conduct of any investigation as it deems necessary in 
the course of fulfilling Committee duties. The Corporation shall provide for appropriate funding, as determined by 
the Committee, for payment of compensation to the independent external auditor for the purposes of issuing an audit 
report and to any advisors retained by the Committee.  
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On an annual basis, the Committee shall report to the Board on the Committee's performance against this Charter 
and the goals established annually by the Committee for itself. The Committee shall review and update the adequacy 
of this Charter periodically, and where necessary, recommend changes to the Board for its approval. 

SPECIFIC DUTIES AND RESPONSIBILITIES 
The duties and responsibilities of a member of the Committee are in addition to those duties set out for a member of 
the Board.  

1) Financial Reporting and Public Disclosure 

(a) Review, with management and the independent external auditor: 

(i) the independent external auditors annual audit plan; 

(ii) the Corporation's annual audited financial statements. In relation to the  annual audited 
financial statements, review significant issues including accounting principles, practices 
and significant management estimates and judgments, including any significant changes 
in the Corporation's selection or application of accounting principles, any major issues as 
to the adequacy of the Corporation's internal controls and any special steps adopted in 
light of material control deficiencies; 

(iii) the Corporation's annual management's discussion and analysis ("MD&A"); 

(iv) the independent external auditors' audit examination of the annual financial statements 
and their report thereon; and 

(v) all public disclosure documents containing audited or unaudited financial information 
before release, including, but not limited to, any prospectus, the Corporation's annual 
report, the Corporation's annual information form, the Corporation's management proxy 
circular and any press releases.  

(b) Review with management: 

(i) the Corporation's interim unaudited financial statements; 

(ii) the Corporation's interim MD&A; and 

(iii) any significant changes to the Corporation's accounting principles. 

The Committee Chair, as a representative of the Committee, shall consult directly with 
the independent external auditor to obtain their comments with respect to interim reports 
including the related MD&A (as a result of their limited scope review of the interim 
reports).  

(c) Oversee an investigation sufficient to provide reasonable grounds for believing that the financial 
statements and reports referred to in (a) and (b) above are complete in all material respects and 
consistent with the information known to Committee members, and assess whether the financial 
statements reflect appropriate accounting principles.  

(d) Review with senior management and the independent external auditor, management's handling of 
any proposed audit adjustments identified by the independent external auditors.  

(e) Meet with the independent external auditor to review the results of the audit examination of the 
financial statements and their report thereon, their judgments about the quality and appropriateness 
of the Corporation's accounting principles, and any audit problems or difficulties and 
management's response.  
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(f) Review and resolve any significant disagreement among the management and the independent 
external auditors encountered during the course of their audit or review, including any restrictions 
in the scope of the independent external auditor's work or access to required information.  

(g) Review the integrity of the Corporation's internal and external financial reporting process, in 
consultation with the independent external auditors.  

(h) Consider, evaluate and recommend to the Board such changes as are appropriate to the 
Corporation's auditing and accounting principles and practices as suggested by the independent 
external auditors or senior management.  

(i) Review with the independent external auditors and senior management the extent to which 
changes and improvements in financial and accounting practices, as approved by the Committee, 
have been implemented. 

(j) Formally recommend approval to the Board of the Corporation's annual financial statements, 
interim financial statements and reports referred to in (a) and (b) above. The annual audited 
financial statement review shall include a report from the independent external auditors about the 
quality of the most critical accounting policies upon which the Corporation's financial status 
depends, and involve the most complex, subjective or significant judgmental estimates, decisions 
or assessments. 

2) Independent External Auditor 

(a) Be directly responsible, in the Committee's capacity as a committee to the Board and subject to the 
rights of shareholders and applicable law, for the appointment, compensation, retention and 
oversight of the work of the independent external auditors for the purposes of preparing or issuing 
an audit report, or performing other audit, review, or attest services for the Corporation. The 
independent external auditors shall report directly to the Committee. 

(b) At least annually, obtain and review a report by the independent external auditor describing:  

(i) the independent external auditors' internal quality-control procedures; and 

(ii) any material issues raised by the most recent internal quality-control review, or peer 
review, of the independent external auditors, or by any inquiry or investigation by 
governmental or professional authorities, within the preceding five years, respecting one 
or more independent audits carried out by the independent external auditors, and any 
steps taken to deal with any such issues.  

(c) Confirm the independence of the independent external auditor by discussing and reviewing all 
significant relationships that the independent external auditors have with the Corporation and 
obtaining their assertion of independence in accordance with professional standards.  

(d) Review and evaluate: 

(i) the performance of the independent external auditor, and make a recommendation to the 
Board regarding the reappointment or discharge of the independent external auditors for 
presentation to the shareholders; 

(iii) the terms of engagement, audit scope and audit plans of the independent external auditors 
together with their proposed fees; and 

(iii) the engagement of the independent external auditors firm or affiliates to perform non-
audit services, together with the fees thereof, and the impact thereof, on the independence 
of the independent external auditors. 
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(e) Approve all non-audit service with the Corporation's independent external auditors other than 
services related to limited scope reviews of interim reports and Canadian and US tax services.  

(f) When there is to be a change in the independent external auditor, review all issues relating to the 
change to be included in the required notice to securities regulators of such change.  

(g) Review and approve the hiring policies for the Corporation's hiring of employees or former 
employees of the present and any former independent external auditors.  

3) Risk Assessment and Risk Management  

(a) Discuss with senior management guidelines and policies governing the risk assessment and risk 
management processes.  

(b) Review and discuss significant risks and exposures with senior management and the independent 
external auditors. Assess the steps management has taken to monitor, control, report and mitigate 
such risk to the Corporation, including insurance coverage.  

(c) Evaluate whether senior management is adequately communicating the importance of internal 
control to all relevant personnel.  

(d) Periodically privately consult with the independent external auditor about internal controls and the 
completeness and accuracy of the Corporation's financial statements. Any significant 
recommendation made by the independent external auditors for the strengthening of internal 
controls shall be reviewed and discussed with senior management.  

(e) Review whether the internal control recommendations made by the independent external auditor 
are being implemented by senior management and, if not, why not.  

4) Compliance with Relevant laws and regulations 

(a) Periodically obtain updates from senior management regarding procedures and processes to ensure 
compliance with applicable laws and regulations (including but not limited to, securities, tax and 
environmental matters). 

(b) Monitor and approve the Corporation's disclosure policy.  

5) Other Responsibilities 

(a) Review policies and procedures with respect to officers' and directors' expense accounts and 
perquisites, including the use of corporate assets. Review the CEO's expenses and perquisites at 
least once a year.  

(b) Review all consulting fees paid by the Corporation to any organization where such fees exceed 
$20,000 annually.  

(c) Institute special investigations, if necessary, and hire special counsel or experts to assist, into any 
matters which come under its scope of responsibilities.  

(d) Review the procedures established for the receipt, retention, and treatment of complaints received 
by the Corporation of concerns regarding accounting, internal accounting controls, auditing or 
code of conduct matters and resolution of such concerns, if any.  

(e) Review the procedures established allowing the confidential, anonymous submission by the 
Corporation's employees of concerns regarding questionable accounting or auditing matters and 
resolution of such concerns, if any.  
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(f) Review with the Board, any issues that arise with respect to the quality or integrity of the 
Corporation's financial statements, the Corporation's compliance with legal or regulatory 
requirements and the performance and independence of the Corporation's independent external 
auditors.  

(g) Review and/or approve other financial matters delegated specifically to it by the Board.  

PROCEDURE GOVERNING ERRORS OR MISSTATEMENTS IN THE FINANCIAL STATEMENTS 
In the event a Director of the Corporation has reason to believe, after discussion with management, that a material 
error or misstatement exists in the Corporation's financial statements, that Director shall forthwith notify the 
Committee and the independent external auditor of the error or misstatement of which the Director becomes aware 
in a financial statement that the independent external auditor or a former independent external auditor has reported 
on. 

If the independent external auditor or a former independent external auditor of the Corporation is notified or 
becomes aware of an error or misstatement in a financial statement on which the auditor or former auditor has 
reported, and if in the auditor's or former auditor's opinion the error or misstatement is material, the auditor or 
former auditor shall inform the Board and/or Committee accordingly. 

When the Committee or the Board is made aware of an error or misstatement in a financial statement the Board shall 
prepare and issue revised financial statements or otherwise inform the shareholders and file such revised financial 
statements as required. 

LIMITATION ON COMMITTEE MEMBERS' DUTIES 
Nothing in this Charter is intended, or may be construed, to impose on any member of the Committee a standard of 
care or diligence that is in any way more onerous or extensive than the standard required by law. The purposes and 
responsibilities outlined in this charter are meant to serve as guidelines rather than inflexible rules and the 
Committee may adopt such additional procedures and standards it deems necessary from time to time to fulfill its 
responsibilities. 

 



 

 

SCHEDULE B  
FORM 51-101F3 – REPORT OF MANAGEMENT  

AND DIRECTORS ON OIL AND GAS DISCLOSURE 
 

Management of Iona Energy Inc. (the "Corporation") are responsible for the preparation and disclosure 
of information with respect to the Corporation’s oil and gas activities in accordance with securities 
regulatory requirements.  This information includes reserves data which are estimates of proved reserves 
and probable reserves and related future net revenue as at December 31, 2010, estimated using forecast 
prices and costs.   

The board of directors of the Corporation has determined that, as of the last day of the Corporation's most 
recently completed financial year, the Corporation had no reserves. 

An independent qualified reserves evaluator has not been retained to evaluate the Corporation's reserves 
data as the Corporation had no reserves as of the last day of the Corporation's most recently completed 
financial year and no report of an independent qualified reserves evaluator is being disclosed by the 
Corporation for the period from January 1, 2010 to December 31, 2010. 

The board of directors has reviewed the Corporation’s procedures for assembling and reporting other 
information associated with oil and gas activities and has reviewed that information with management.  
The board of directors has approved: 

(a) the content and filing with securities regulatory authorities of Form 51-101F1 containing 
reserves data and other oil and gas information; 

(b) the Corporation not filing Form 51-101F2 which is the report of the independent 
qualified reserves evaluator [auditor] on the reserves data because the Corporation had no 
reserves as of December 31, 2010; and 

 (c) the content and filing of this report. 

 

Dated as of the 6th day of December 2011. 

 

"Neill A. Carson", Chief Executive Officer   "Brad Gunn", Chief Financial Officer 

"Donald B. Copeland", Director     "Roger Laing", Director 
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MATERIAL CHANGES TO RESERVES DATA AND OTHER OIL AND  
GAS INFORMATION OF IONA ENERGY INC. 

 
 

DATE OF STATEMENT 

Relevant Dates 

This statement of material changes to Reserves Data and Other Oil and Gas Information (the "Statement") is dated 
November 30, 2011 and is based on information contained in the GCA Report (as defined herein), except where indicated 
to be based upon the estimates of management of Iona.  The GCA Report contained reserves data and other oil and gas 
information effective as of December 31, 2010 in respect of the interests in the Orlando and Trent & Tyne properties which 
were ultimately acquired by Iona on March 10, 2011 and May 31, 2011, respectively. Thus, the effective date of the 
information provided in the Statement is December 31, 2010 unless otherwise indicated. The preparation date of the 
information in the Statement is November 30, 2011. The estimates in this Statement and in the AIF of reserves and future 
net revenue for individual properties may not reflect the same confidence level as estimates of reserves and future net 
revenue for all properties, due to the effects of aggregation.  The information is presented on a consolidated basis for Iona 
Energy Inc. ("Iona") and its wholly-owned subsidiaries, Iona Energy Company (UK) Limited ("Iona UK") and Iona 
Energy Company (US) Limited. 

 

DISCLOSURE OF RESERVES DATA 

Gaffney, Cline & Associates Ltd. ("GCA") prepared a report dated March 9, 2011 (the "GCA Report"), in which it has 
evaluated as at December 31, 2010 the oil and natural gas reserves attributable to the interests in the Orlando and Trent & 
Tyne properties now owned by Iona. 

The GCA Report also presents the estimated net value of future revenue of Iona’s properties before and after taxes, at 
various discount rates.  Assumptions and qualifications relating to costs, prices for future production and other matters are 
summarized in the notes to the following tables. 

The extent and nature of all information supplied by Iona and/or the operator of its properties, which may have included 
ownership data, well information, geological information, reservoir studies, timing and future production, gas sales contract 
information, current product prices, operating cost data, capital budget forecasts and future operating plans, have been 
relied upon by GCA in preparing the GCA Report and were accepted as represented without independent verification.  In 
the absence of such information, GCA relied, with the approval of Iona, upon its opinion of reasonable practice in the 
industry.  All information provided to GCA was as at December 31, 2010 and, accordingly, certain of such information 
may not be representative of current conditions. 

The definitions of the various categories of reserves and expenditures are those set out in National Instrument 51-101 
Standards of Disclosure for Oil and Gas Activities ("NI 51-101"). 

Barrels of oil equivalent or "BOEs" may be misleading, particularly if used in isolation.  A boe conversion ratio of 6 Mcf: 1 
bbl is based on an energy equivalency conversion method primarily applicable at the burner tip and does not represent a 
value equivalency at the wellhead. 

It should not be assumed that the present worth of estimated future net revenue represents the fair market value of 
the reserves.  There is no assurance that the escalating price and cost assumptions contained in the GCA Report will 
be attained and variances could be material.  The reserve and revenue estimates set forth below are estimates only 
and the actual reserves and realized revenue may be greater or less than those calculated. 

Additionally, "possible reserves" as disclosed herein are those additional reserves that are less certain to be 
recovered than probable reserves.  There is a 10% probability that the quantities actually recovered will equal or 
exceed the sum of proved plus probable plus possible reserves. 
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Reserves Data - Forecast Prices and Costs 

The following table discloses, in the aggregate, Iona’s gross and net proved reserves, proved plus probable reserves and 
proved plus probable plus possible reserves, for the Orlando Assets and the Trent & Tyne Assets, estimated using forecast 
prices and costs, by product type.  "Forecast prices and costs" means future prices and costs used by GCA in the GCA 
Report that are generally accepted as being a reasonable outlook of the future, or fixed or currently determinable future 
prices or costs to which Iona is bound. 

Summary Oil and Gas Revenues 
As of December 31, 2010 

Forecast Prices and Costs(3) 
 
 
 

 
Reserves 

 
 

Light and 
Medium Oil Heavy Oil 

Natural Gas 
Associated and Non-

Associated Coalbed Methane 
Natural Gas 

Liquids 

Reserves Categories Gross 
Mbbl(1) 

Net 
Mbbl(2) 

Gross 
Mbbl(1) 

Net 
Mbbl(2) 

Gross 
MMscf(1) 

Net 
MMscf(2) 

Gross 
Mbbl(1) 

Net 
Mbbl(2) 

Gross 
Mbbl(1) 

Net 
Mbbl(2) 

Proved 6,800 2,400 - - 32,200 6,700 - - - - 

Developed Producing - - - - 24,100 4,600 - - - - 

Developed Non-Producing - - - - 6,000 1,400 - - - - 

Undeveloped Reserves 6,800 2,400 - - 2,100 700 - - - - 

Total Proved 6,800 2,400 - - 32,200 6,700 - - - - 

Probable 3,400 1,200 - - 33,800 7,000 - - - - 

Total Proved Plus Probable 10,200 3,600 - - 66,000 13,700 - - - - 

Possible 5,200 1,800 - - 19,500 4,100 - - - - 

Total Proved Plus Possible 
Plus Probable 

15,400 5,400 - - 85,500 17,800 - - - - 

Notes: 
(1) "Gross Reserves" are Iona's working interest share of remaining reserves before deduction of royalties. 
(2) "Net Reserves" are Iona's working interest share of remaining reserves less all crown, freehold and overriding royalties and 

interests owned by others. 
(3) May not add due to rounding. 
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The following table discloses, in the aggregate, the net present value of Iona’s future net revenue attributable to the reserves 
categories in the previous table, estimated using forecast prices and costs, before and after deducting future income tax 
expenses, and calculated without discount and using discount rates of 5%, 10%, 15% and 20%.  

Summary of Net Present Values of 
Future Net Revenue 

As of December 31, 2010 
Forecast Prices and Costs (U.S.$ MM) 

 
 Net Present Values of Future Net Revenue(1)(2)  
 Before Income Taxes Discounted at (%/Year) After Income Taxes Discounted at (%/Year) Before 

Tax Net 
Value at 

10% 
($/boe) 

 

 
 
 

0% 

 
 
 

5% 

 
 
 

10% 

 
 
 

15% 

 
 
 

20% 

 
 
 

0% 

 
 
 

5% 

 
 
 

10% 

 
 
 

15% 

 
 
 

20% 
Proved:            

Developed Producing 18.11 17.99 17.55 16.98 16.35 7.41 7.85 7.97 7.91 7.75 22.89 
Developed non-Producing 9.70 8.54 7.52 6.65 5.92 4.54 4.08 3.36 3.23 2.87 32.23 
Undeveloped 153.20 122.16 98.44 80.02 65.47 85.94 67.73 53.74 42.80 34.11 39.12 

Total Proved: 181.02 148.68 123.52 103.65 87.73 97.89 79.66 65.34 53.94 44.73 35.12 

Total Probable: 140.86 98.19 69.83 50.36 36.59 70.90 49.07 34.43 24.28 17.04 29.51 

Total Proved + Probable: 321.88 246.87 193.35 154.01 124.33 168.79 128.73 99.77 78.23 61.77 32.86 

Total Possible: 208.47 148.47 111.57 87.56 71.14 103.60 74.28 56.24 44.49 36.44 44.93 

Total Proved + Probable + 
Possible: 530.35 395.34 304.92 241.57 195.47 272.39 203.01 156.01 122.71 98.21 36.44 

 
Notes: 
(1) May not add due to rounding. 
(2) Net present value of future net revenue includes all resource income, appropriate income tax calculations and prior tax pools. 
 
The following table discloses, in aggregate, certain elements of Iona’s future net revenue attributable to its proved reserves, 
its proved plus probable reserves, and its proved plus probable plus possible reserves from the Orlando Assets and the Trent 
& Tyne Assets estimated using forecast prices and costs, and calculated without discount. 

Future Net Revenue 
Undiscounted 

As of December 31, 2010 
Forecast Prices and Costs (U.S.$ MM)(1) 

 

Revenue Royalty 
Operating 

Costs 
Development 

Cost 

Abandonment 
and 

Reclamation 
Costs 

Pre-tax 
Future 
Net 
Revenue 

Future 
Income 

Tax 

Post-tax 
Future 
Net 
Revenue 

Total Proved 299.12 Nil 54.11 46.65 15.21 181.01 83.13 97.89 
Total Proved plus Probable 

 490.48 Nil 73.75 46.65 16.16 321.88 153.09 168.79 

Total Proved plus Probable 
plus Possible 725.47 Nil 99.79 46.65 16.83 530.35 257.93 272.39 

Note: 
(1) Totals may not add due to rounding. 
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This table discloses, by production group, the net present value of Iona’s future net revenue attributable to its proved 
reserves, its proved plus probable, and its proved plus probable plus possible reserves, attributable to the Orlando Assets 
and the Trent & Tyne Assets, before deducting future income tax expenses, estimated using forecast prices and costs, and 
calculated using a 10 % discount rate. 

Net Present Value of Future Net Revenue 
by Production Group 

as of December 31, 2010 
Forecast Prices and Costs 

Reserve Category Production Group 

Future Net 
Revenue 
Before 

Income Tax 
(Discounted 
at 10% per 

year) 

Unit Value 
Before 

Income Tax 
(Discounted 
at 10% per 

year) 

(M$) ($/boe) 
 
Proved 

 
Light and Medium Crude Oil (including solution gas and associated by-products 
Heavy Oil (including solution gas and associated by-products) 
Natural Gas (including associated by-products) 
Coalbed Methane (including associated by-products) 
 

 
98.44 

- 
25.08 

- 

 
39.12 

- 
25.08 

- 

Proved plus 
 Probable 

 
Light and Medium Crude Oil (including solution gas and associated by-products 
Heavy Oil (including solution gas and associated by-products) 
Natural Gas (including associated by-products) 
Coalbed Methane (including associated by-products) 
 

 
156.38 

- 
44.09 

- 

 
41.33 

- 
17.60 

- 

Proved plus  
 Probable plus Possible  

 
Light and Medium Crude Oil (including solution gas and associated by-products 
Heavy Oil (including solution gas and associated by-products) 
Natural Gas (including associated by-products) 
Coalbed Methane (including associated by-products) 
 

 
245.36 

- 
69.98 

- 

 
43.30 

- 
22.06 

- 

*Includes corporate Capital GCA, if applicable  
Unit values are based on net reserve volumes 
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PRICING ASSUMPTIONS 

Forecast Prices Used in Estimates 

The forecast reference prices used in preparing Iona’s reserves data are provided in the below table. 

Summary of Pricing and  
Inflation Rate Assumptions  

As of December 31, 2010  
Forecast Prices and Costs 

 
 

Year 

Brent 
Price 

(US$/bbl) 

UK 
Gas Price 

(US$/Mscf) Inflation Rate 
Exchange Rate 

(US$/£UK) 
2011 95.02 9.03 2% 1.58 
2012 94.82 9.31 2% 1.58 
2013 94.23 9.53 2% 1.58 
2014 94.72 9.71 2% 1.58 
2015 97.42 9.95 2% 1.58 
2016 99.37 10.31 2% 1.58 

Thereafter +2.0% pa +2.0% pa 2% 1.58 
 

The above forecast is GCA's standard price forecast effective December 31, 2010 and reflects the forecasts used in the 
GCA Report.  GCA is a qualified reserves evaluator under the definitions of NI 51-101 and is independent of Iona.  In the 
GCA Report, the Exchange Rate for all years shown in the table above is assumed to be US$1.58/£UK and all future 
operating and capital costs are assumed to escalate at 2% per year starting on January 1, 2012. 

Management of Iona estimates that its weighted average historical production from its Trent & Tyne properties during the 
period from January 1, 2011 to November 30, 2011 is US$8.85/Mscf. 
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ADDITIONAL INFORMATION RELATING TO RESERVES DATA 

Undeveloped Reserves 

Proved Net Undeveloped Reserves 
Most Recent Three Years 

 
Forecast Prices and Costs 

 Light & Medium Oil Natural Gas(2) Natural Gas Liquids 

 
First Attributed 

or Reduced 
(Mbbl) 

Cumulative at 
Year-End(1) 

(Mbbl) 

First Attributed 
or Reduced 

(MMscf) 

Cumulative at 
Year-End(1) 

(MMscf) 

First Attributed 
or Reduced 

(Mbbl) 

Cumulative at 
Year-End(1) 

(Mbbl) 

2007 - - - - - - 

2008 - - - - - - 

2009 - - - - - - 

2010 - - - - - - 

2011 - 2,400(3) - 700(4) - - 

Notes:  
(1) Cumulative at Year End = Residual Cumulative of Previous Year plus First Attributed. 
(2) Includes Associated and Non-Associated Gas. 
(3) 2.4 MMbbls of proven oil reserves attributed to the Orlando Assets. 
(4) 0.7 Bcf of proven Natural Gas attributed to the Orlando Assets. 

 

Probable Net Undeveloped Reserves 
Most Recent Three Years 

 
Forecast Prices and Costs 

 Light & Medium Oil Natural Gas(2) Natural Gas Liquids 

 
First Attributed 

or Reduced 
(Mbbl) 

Cumulative at 
Year-End(1) 

(Mbbl) 

First Attributed 
or Reduced 

(MMscf) 

Cumulative at 
Year-End(1) 

(MMscf) 

First Attributed 
or Reduced 

(Mbbl) 

Cumulative at 
Year-End(1) 

(Mbbl) 

2007 - - - - - - 

2008 - - - - - - 

2009 - - - - - - 

2010 - - - - - - 

2011 - 1,200(3) - 7,000(4) - - 

Notes:  
(1) Cumulative at Year End = Residual Cumulative of Previous Year plus First Attributed. 
(2) Includes Associated and Non-Associated Gas. 
(3) 1.2 MMbbls of probable oil reserves attributed to the Orlando Assets. 
(4) 7 Bcf of probable Natural Gas reserves: 0.4 Bcf attributed to the Orlando Assets and 6.6 Bcf attributed to the Trent & Tyne Assets. 
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Development Plans 

Orlando (35% Working Interest) 

The appraisal element of Orlando targeting the Brent Tarbert and Ness development location and Etive potential updip 
closure is currently being drilled by the Awilco WilHunter semi-submersible rig. The well will penetrate the primary 
targets, the Tarbert and Ness horizons of the Brent formation, at the southern end of the structure. The well will also 
penetrate the un-drilled underlying Etive horizon to evaluate the possibility of an additional reservoir at that level, in doing 
so meeting the commitment well obligations. The appraisal well was spudded on November 2, 2011, and, once drilled, will 
be suspended. In 2012, it is expected that the well will be re-entered and drilled as a 3000 foot horizontal producer toward 
the 3/3-11 discovery well location. The well will be completed with dual ESPs. Also in 2012, a subsea pipeline, power 
supply and control umbilical are expected to be laid between the well head and the Ninian Central platform approximately 
10 km to the south west. Engineering modifications will be completed at Ninian allowing tie-in and first production shortly 
after completing the development well. Should the 2011 appraisal well show particularly encouraging results and, subject to 
well performance, it is possible that up to a further two wells may be drilled in the field.  First oil from Orlando is currently 
expected in mid 2013. 

 
Trent & Tyne (20% Working Interest) 

The T5 Sidetrack Well is currently expected to spud in April 2012 (with tie-in expected in June 2012).  Additionally, and 
following a seismic acquisition program in summer 2011, Perenco, the Operator, has 45 days from completion of the 
seismic processing and interpretation to send an AFE to Iona with respect to the drilling of the Tyne North West prospect.  
This decision is expected early in Q4 2012 with drilling in 2013, if the option is elected. Furthermore, Perenco is currently 
assessing a short sidetrack of the T1Z well to unlock a lower high pressure zone. Iona expects this work to be appended to 
the rig activity in 2012 or 2013. 

 
Significant Factors or Uncertainties Affecting Reserves Data 

The reserve data included herein are expressions of judgment based on knowledge, experience and industry practice. In 
general, estimates of economically recoverable oil and natural gas reserves and the future net revenue there from are based 
upon a number of variable factors and assumptions, such as expected reservoir characteristics based on geological, 
geophysical and engineering assessments; ultimate reserve recovery; timing and amount of capital expenditures; future 
production rates based on historical performance and expected future operating and investment activities; future oil and 
natural gas prices and quality differentials; marketability of oil and gas; royalty rates; assumed effects of regulation by 
governmental agencies; and future development and operating costs, all of which may vary materially from actual results. It 
should not be assumed that estimated future net revenue is representative of the fair market value of Iona's properties. In 
addition, estimated reserves may change from time to time based on new or reprocessed information or new interpretations 
of existing or new information. 

Iona’s future crude oil and natural gas reserves and production, and therefore its operating cash flows and results of 
operations, are highly dependent upon Iona’s success, and the success of their joint venture partners, in exploiting the 
current reserve base and acquiring or discovering additional reserves. Without reserve additions through exploration, 
acquisition or development activities, Iona’s reserves and production will decline over time as reserves are produced. The 
business of exploring for, developing or acquiring reserves is capital intensive. To the extent cash flows from operations are 
insufficient and external sources of capital become limited or unavailable, the ability to make the necessary capital 
investments to maintain and expand Iona’s oil and natural gas reserves will be impaired. 
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Future Development Costs 

The following table provides information regarding the development costs deducted in the estimation of future net revenue 
attributable to Iona's reserves from the Orlando Assets and the Trent & Tyne Assets, as reflected in the GCA Report. 

FUTURE DEVELOPMENT COSTS (1) 

 
Future Development Costs(1) 

 Forecast Prices and Costs 
 

Year 
For Proved Reserves  

(US$ MM) 
For Proved + Probable Reserves  

(US$ MM) 
2011 35.8 65.7 
2012 9.9 9.9 
2013 1.0 1.0 
2014-23 - - 
Other - - 
Total 46.7 76.6 
   
Undiscounted 46.7 76.6 (includes commitment well) 
Discounted at 10%/Yr 45.5 75.4 

Note:  
(1) Future Development Costs shown are associated with booked reserves in the GCA Report and do not necessarily represent Iona's full 

exploration and development budget. 
 
Iona expects that the funds required for future development costs will be obtained from the combination of positive 
working capital, internally-generated cash flow, credit facilities and equity financing. There can be no guarantee that funds 
will be available or that Iona will allocate funding to develop all of the reserves attributed in the GCA Report. Failure to 
develop those reserves would have a negative impact on future cash flow. 

Interest and other costs of external funding are not included in the future net development costs of the reserves or in the 
future net revenue estimates, and would reduce reserves and future net revenue to some degree depending upon the funding 
sources utilized. Iona does not anticipate that interest or other funding costs would make development of any property 
uneconomic. 
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OTHER OIL AND GAS INFORMATION 

Oil and Gas Properties and Wells 

The following is a description Iona's principal properties on production or under development. Estimates of reserves for 
individual properties may not reflect the same confidence level as estimates of reserves and future net revenue for all 
properties, due to the effects of aggregation. 

Orlando (35% Working Interest) 

The Orlando oil discovery and 3/3-11 well was drilled by a Chevron operated group in 1989 and subsequently relinquished by 
Chevron. Block 3/3b was applied for and awarded to a group led by MPX through the 25th Licencing Round in 2009 as 
Traditional Licence P1606 and held with a work program that includes a commitment to drill an appraisal well to target the 
Brent Reservoir before the end of 2012. 

Iona currently holds a 35% non-operated working interest in Block 3/3b and is obligated to pay 42.5% of the cost of the 
appraisal leg in the first well. The Orlando Oil Field is a three-way fault closed structure approximately 2.5 km long by 0.5 km 
wide stratigraphically positioned within Upper Jurassic Brent Group Reservoirs beneath the Base Cretaceous Unconformity. 
The structure is covered by 3D seismic data (shot in 1993), which confirms the presence of an up thrown Jurassic fault block 
sealed by overlying Heather and Kimmeridge Clay Formations. The Base Cretaceous unconformity, Top Brent and Near Top 
Etive horizons have been seismically mapped across the Orlando time structure. A seven layered V0 K depth conversion was 
performed to generate the depth structure maps. 

Exploration well 3/3-11 discovered oil bearing Upper Jurassic Tarbert and Ness sandstone reservoirs. Both these Brent 
reservoirs are completely overlain by the sealing Upper Jurassic shales. The well found a 70 foot section of relatively clean 
Tarbert sandstone formation. Beneath this lies a 492 foot section of Ness sandstone of which the upper 135 feet is considered 
clean reservoir sand. This 135 foot section is sub-divided by 14 feet of shale interval into an Upper Ness reservoir and Lower 
Ness reservoir units of approximately 70 feet and 50 feet respectively. The well tested 2,850 bopd of 32 degree API oil.  

The Tarbert Formation is a stacked, tidally influenced shallow marine sandstone that generally has constant thickness and is 
evenly distributed spatially. The Ness Formation reservoir is comprised of marginal marine and non-marine deposits 
containing good reservoir quality channel sands. The operator, MPX, has built a stochastically populated geocellular model in 
Petrel, which has been used for simulation purposes. The Petrel model has been built on a fine scale of 25 m by 25 m grid cells 
and populated stochastically with rock type, porosity and saturation regions. The population is based on all the available data 
from well 3/3-11. 

The largest uncertainty in the in-place volumetric estimate is the GRV due to the uncertainty caused in the depth oil-water 
contact ("OWC"). An OWC of -11,670 ft TVDss is interpreted in well 3/3-11. However, from the pressure data, there could be 
potential for a deeper contact at -11,730 ft TVDss. A low side OWC of 11,655 ft TVDss was applied. 

Trent & Tyne (20% Working Interest) 

On April 15, 2011, Iona entered into a definitive sale and purchase agreement and completed the acquisition of the Trent & 
Tyne Assets on May 31, 2011. Through the agreement Iona acquired a 20% interest in Licences P685 and P609 with the 
potential to increase the interest to 37.5%, a 20% interest in the Trent and Trent Facilities, with the potential to increase the 
interest to 37.5%, and a 2.5% interest in the in the export pipeline under the ETS Joint Operating Agreement, with the 
potential to increase the interest to 4.6875%.  

The Tyne Field is located offshore in Block 44/18 of the southern North Sea and is comprised of Carboniferous reservoirs 
within a setting of five fault blocks. Four of these fault blocks have been drilled; Tyne North, Tyne South, Tyne West and 
Tyne East, the remaining fault block, Tyne North West, has not been drilled. 

The entire Tyne Field is covered by eight exploration and appraisal wells all of which are suspended or abandoned and five 
production wells of which two are currently producing. The gas from the Tyne Field is piped to the Trent Field which 
supports three further wells, of which one is producing. In order to acquire its interest, Iona agreed to pay up to a cost-
capped amount of £20.0 M to drill a sidetrack to Tyne well T5. Iona has an option to increase its equity interest in the fields 
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to 37.5% should Iona elect to pay for a well to test the Tyne North West prospect. Perenco holds the balance of the interest 
in these fields. 

Pursuant to the terms of the Trent & Tyne sale and purchase agreement, Perenco, the operator, has 45 days following the 
date that Perenco completes a seismic interpretation program regarding the properties of Licence P.685 and Licence P.609, 
to submit a work program to Iona regarding the drilling of the Tyne North West well. Iona then has 90 business days to 
decide whether to increase its interest in Licence P.685 and Licence P.609 to 37.5%. Any such increase would be subject to 
the approval of DECC as well as confirmation that Iona has at least £22,000,000 in funds which can be allocated to Iona's 
contribution to the Tyne North West well. 

Location of Production 

Presently there are three wells on stream, one well producing from the Trent Field, P4Z, and two wells producing from the 
Tyne Field, T2 and T3A.  

In the GCA Report, proved reserves were assigned to the producing zones on the basis of decline analyses. All three wells 
show clear trends on plots of producing day versus cumulative production. The forecasts began as of September 1, 2010, 
thereby including four months of historical production in each forecast. By the end of 2010, it was estimated that the Tyne 
West Field, which includes the producing well T2, would have produced 90.7 Bscf. Tyne North, which includes the T3A 
well and the T5 well, which watered out after producing 5.9 Bscf, was forecast to have produced 30.8 Bscf, of the 36 Bscf 
estimated as the in-place volumes for the segment of Tyne North, accessed by the T3A well. Production from the P2 well, 
which is now closed, and the P4Z well, was estimated to have reached 94.6 Bscf by the end of the year 2010. 

The Tors gas field is connected to the Trent & Tyne system. This generates processing income for the Trent & Tyne Asset 
owners. The Tors owners pay a processing and transportation tariff to the Trent & Tyne Asset owners. The tariff fee can 
change annually and currently amounts to US$ 0.31 per Mscf, plus an annual charge of US$ 2,090,000. The Tors field is a 
mature gas field, and process revenues were included in the evaluation on the basis of the 20 MMscfd set in 2010, falling to 
15 MMscfd in 2011. This decline was continued through the forecast when the nominated production for the Tors field 
reached 2 MMscfd by the year 2015. No processing income was considered after 2015. The total Tors volume included in 
the evaluation amounted to 12.8 Bscf, which would be equivalent to a proved reserve estimate for the Tors field as of 
December 31, 2010.  

Preliminary estimates of reserves for the Cygnus gas field potentially could be as high as 2,000 Bscf, making Cygnus one 
of the largest gas fields ever discovered in the UK sector of the southern North Sea. Cygnus will most likely be tied into the 
Trent &Tyne system and then flow into the Eagles Transportation System ("ETS"). The tariff for these volumes will 
amount to US$ 0.26 per Mscf, with the Trent & Tyne Asset owners receiving 25% of the revenues, and 75% of the 
revenues going to ETS. Since Perenco owns 12.5% of the ETS, the Trent & Tyne interest owners would be entitled to 
34.375% of the Cygnus tariff stream. Production profiles for the Cygnus gas field were provided to Iona by one of the 
field's working interest owners. Production was forecast to start in 2013, and peak quickly to nearly 200 MMscfd and then 
continue producing over the next 40 years. Once Trent & Tyne becomes uneconomic and is shut, the revenue stream is 
reduced to 37.5% of Perenco's 12.5% interest of the ETS. Total production from the Cygnus gas field was forecast to range 
from 528 Bscf to 1,325 Bscf. A production stream amounting to 462 Bscf was used in the tariff revenue forecast.  

An expected market value ("EMV") assessment was prepared to account for Iona's interest in the expected Cygnus 
revenues. The mid-range production forecast was selected for this assessment, with 392 Bscf produced over the forecast 
period. Since the ETS has ample capacity, and given the fact that Cygnus lies in close proximity to Tyne, 80% of the 
calculated value of the Cygnus tariff stream was assigned to Iona. The Net Present Value (discounted at 10%) of the 
potential tariff revenues to Iona was estimated to be US$ 3,400,000 with an EMV of US$ 2,700,000. 
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The following table shows information provided by Iona regarding Iona’s wells at November 30, 2011.  All wells in the table 
below are gas wells located on Iona's Trent & Tyne properties.  Iona did not have any oil wells as at November 30, 2011, 
however, please refer to "Exploration and Development Activities". 

Oil and Gas Wells 

 Producing Non-Producing 

 Gross(1) Net(2) Gross(1) Net(2) 

Wells     

United Kingdom 3 0.6 5 1 

Total 3 0.6 5 1 
Notes: 
(1) "Gross" wells means the number of wells in which Iona has a working interest or a royalty interest that may be converted to a 

working interest. 
(2) "Net" wells means the aggregate number of wells obtained by multiplying each gross well by Iona's percentage working interests 

therein. 
 

Properties with No Attributed Reserves 

The following table sets forth information respecting Iona’s undeveloped lands as estimated by management of Iona 
as at November 30, 2011. 

Properties with No Attributed Reserves 
 Unproved Properties(1) 2010 Expiring 

 Gross  Acreage Net Acreage Net Acreage 

Location    

United Kingdom 83,275(2) 83,275(2) - 

United States     2,304(3)     2,304(3) - 

Total 85,579 85,579 - 

Notes: 
(1) Unproved properties have not attributed reserves as of December 31, 2010.  
(2) Comprised of UK Block 112/13 (44,726 acres) and UK Block 112/14 (38,549 acres) within the East Irish Sea. 
(3) Comprised of U.S. Block 6767 (2,304 acres) in Alaska’s Chukchi Sea. 

 
 
In early 2008, Iona (through its subsidiary, Iona Energy Company (US) Limited) participated in Alaska's offshore land sale 
193 and was successful in acquiring Block 6767 located within the Chukchi Sea. The block owned 100% by Iona and is 
proximal to the Burger Gas Discovery currently held under license by Shell. Iona maintains a work program on the block 
through license rental and a security treasury bond of $50,000 lodged with the regulatory body. 

On March 31, 2010, Iona was awarded two offshore exploration blocks in the UK’s 25th Seaward Licensing Round. Blocks 
112/13 &14 are owned 100% by Iona Energy Company (UK) Limited and lie within the East Irish Sea and are held under a 
Promote License through to 2014. The work program includes an obligation to obtain the existing seismic within the blocks 
and to elect to a well commitment if the company wishes to convert the Promote License to a traditional license in 2012. 
Licence rentals due the company are less than $10,000 per annum. 

 
Significant Factors or Uncertainties Relevant to Properties with no Attributed Reserves 

The presence of economic quantities of hydrocarbons on lands with no attributed reserves is uncertain until drilled and 
tested. Beyond the need to drill and test exploration areas, additional factors may influence the Iona’s ability to develop 



C-12 

 

these lands, including escalation of capital costs and operating costs, the potential requirement to expand existing 
infrastructure and a material drop in commodities prices. 

Forward Contracts 

Iona is not currently bound by any agreement (including a transportation agreement), directly or through an aggregator, 
under which it may be precluded from fully realizing, or may be protected from the full effect of, future market prices for 
oil or gas.  See "Description of the Business and Operations – Marketing and Other Commitments". 

Additional Information Concerning Abandonment and Restoration Costs 

Abandonment and Reclamation Costs  
Forecast Prices and Costs 

Total Abandonment and Reclamation Costs Including Well Abandonment and Disconnect Costs 
(Millions of US$)  

 
2010 2011 2012 2013 2014 2015 Remainder Total 

Discounted 
at 10% 

Proved Producing Nil - - - - - 7.4(1) 7.4(1) 3.2 
Total Proved Nil - - - - - 15.5(2) 15.5(2) 5.2(4) 
Total Proved + 
Probable 
 

Nil - - - - - 16.4(3) 16.4(3) 4.2(5) 

Notes: 
(1) Comprised of Proved Producing abandonment cost from Trent & Tyne of US$ 7.4M. 
(2) Comprised of Total Proved abandonment cost for Orlando of US$ 7.8M and for Trent & Tyne of US$ 7.7M. 
(3) Comprised of Total Proved + Probable abandonment cost for Orlando of US$ 8.5M and for Trent & Tyne of US$ 7.9M. 
(4) Comprised of a 10% discounted abandonment cost on Orlando of US$ 3.0M and on Trent & Tyne of US$ 2.2M. 
(5) Comprised of a 10% discounted abandonment cost on Orlando of US$ 2.2M and on Trent & Tyne of US$ 2.0M. 

 

Iona estimates the costs associated with abandonment and reclamation for wells and facilities based on previous experience 
or by estimating such costs. The above table includes the abandonment costs with respect to the Orlando Assets and the 
Trent & Tyne Assets for wells and facilities with reserves assigned at December 31, 2010 calculated both undiscounted and 
at a 10% discount rate. With respect to the Orlando Assets, Iona currently anticipates incurring abandonment and 
reclamation costs on 0.35 net wells and on associated subsea infrastructure, being a subsea pipeline which ties back the well 
to a third party platform for processing. With respect to the Trent & Tyne Assets, Iona currently anticipates incurring 
abandonment and reclamation costs on 1.6 net wells and on associated offshore infrastructure.  The Trent & Tyne gas field 
developments consist of two lightweight jackets in approximately 80 feet of water with multiple wells tied back through 
multi-slot manifolds on the platforms.  Total abandonment costs in respect of development of the proved reserves of the 
Orlando Assets are estimated to be US$22.25 MM, of which Iona's 35% share would be US$7.8 MM.  Total abandonment 
costs in respect of development of the proved reserves of the Trent & Tyne Assets are estimated to be US$38.5 MM, of 
which Iona's 20% share would be US$7.7 MM. 

Tax Horizon 

Iona is subject to UK Ring Fence Corporation Tax at 30 percent of profits and a Supplementary Charge at 20 percent of 
profits. Subsequent to the year end the supplementary charge has been increased to 32%. The Supplementary Charge is 
calculated on the same basis as the Ring Fence Corporation Tax, but without deduction for finance costs. Iona’s interests 
are not Petroleum Revenue Tax or Royalties paying. Iona was not required to pay trade-related income taxes for the year 
ended December 31, 2010. Based on the current stage of Iona's development, anticipated production and price assumptions 
and a continuing business model whereby Iona reinvests capital, incurs general, administrative and interest costs, together 
with the non-capital losses available to Iona, Iona does not expect to pay trade related cash income taxes before 2015. 
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Costs Incurred 

The following tables summarize certain expenditures for Iona, as estimated by Iona's management, from January 1, 2010 to 
November 30, 2011. 

Costs Incurred for the Year Ending December 31, 2010 
 

Property Acquisition Amount (US$ Million) 

Proved - 

Unproved 0.01(1) 

Capital Expenditures  

Exploration Costs - 

Development Costs - 

Total - 

Note: 
(1) License rental due from Iona regarding Licence 6767 in Alaska’s Chukchi Sea of  US$ 10,000 per annum. 

 

Costs Incurred Since January 1, 2011 
Property Acquisition Amount (US$ Million) 

Proved 3(1) 

Unproved - 

Capital Expenditures  

Exploration Costs - 

Development Costs 18(2) 

Total - 

Notes: 
(1) US$ 3M paid by Iona for the acquisition of the interest in the Orlando Assets. 
(2) Comprised of US$ 11M for the Orlando appraisal well, US$ 1MM for Orlando 3D interpretation and surveys and US$ 6M for 

subsea trees to be used in Orlando 2012/13 development program. 
 

Exploration and Development Activities 

As of November 30, 2011, Iona has not completed any oil or gas wells. However, as described elsewhere in this document, 
an appraisal well was spudded on Iona's Orlando property on November 2, 2011, which is expected to be completed by the 
end of December 2011. 

Iona's focus for the remainder of 2011 is to complete planned drilling operations, increase the Corporation’s reserve and 
asset base, and to maintain current levels of production.  To accomplish this, Iona will work with their partners, MPX and 
Sorgenia, to complete the Orlando appraisal program by the end of December, in addition to preparing Orlando’s Field 
Development Plan (FDP) for submission to the DECC in early 2012. Iona will also continue to receive steady operating 
income from its 20% working interest in the Trent & Tyne gas fields.  These efforts, and the concurrent sourcing of 
financial resources to fund Iona's growth strategy, will appropriately position Iona for its 2012 development schedules for 
the Trent & Tyne Assets, specifically the T5Z side-track, and the Orlando Assets whereby Iona expects to achieve first oil 
in mid-2013. 
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Production Estimates 

Estimated production volumes derived from the first year (2011) of the cash flow forecasts prepared in conjunction with the 
proved and proved plus probable reserves data included in the GCA Report are provided in the following table. 

 
Estimated Summary of Oil and Gas Production for 2011(1) 

  
 

Light and 
Medium Oil Heavy Oil 

Natural Gas 
Associated and 
Non-Associated 

Coalbed 
Methane 

Natural Gas 
Liquids 

Reserves Categories Gross 
Mbbl 

Net 
Mbbl 

Gross 
Mbbl 

Net 
Mbbl 

Gross 
MMscf 

Net 
MMscf 

Gross 
Mbbl 

Net 
Mbbl 

Gross 
Mbbl 

Net 
Mbbl 

Proved - - - - 6,351 1,270 - - - - 

Total Proved Plus Probable - - - - 8,540 1,708 - - - - 

Total Proved Plus Possible 
Plus Probable 

- - - - 10,903 2,181 - - - - 

          
           
Note:  
(1)  Estimated production from first year of proved plus probable producing reserves (forecast prices and costs) case in the GCA Report.  

All production estimates in the above table relate to Iona's Trent & Tyne Assets. 

Production History 

The following table summarizes Iona's average daily production volumes, average prices and production costs in US dollars 
on a quarterly basis since January 1, 2011. 

Summary of UK Average Gas Production and Operating Income from January 
1, 2011 to September 30, 2011(1) 

 Q1 Q2 Q3 

Production Volume (Mscf/day) 2,194 2,573 1,887 
Realized Price (US$/Mscf) 8.91 8.97 8.59 
Production Costs (US$/Mscf) 5.58 4.33 4.65 
Average Netback (US$/Mscf) 3.33 4.64 3.94 

Note: 
(1) Based on estimates by Iona's management as at November 30, 2011.  All production history relates to Iona's Trent & Tyne Assets.  

Iona did not pay any royalties on this production. 
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Summary of Production Volume from Trent & 
Tyne since January 1, 2011(1) 

 

 
Month Production (Mscf) 
January 55,844 

February 60,528 
March 81,117 
April 77,726 
May 76,253 
June 77,564 
July 76,096 

August 59,401 
September 34,327 

October 55,354 
Note: 

(1) Based on estimates by Iona's management as at November 30, 2011.  All production volumes relate to Iona's Trent & Tyne Assets. 
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