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SEAVIEW ENERGY INC.
CONSOLIDATED BALANCE SHEETS
(unaudited)

As at
June 30

2008

As at
December 31

 2007

CURRENT ASSETS

Cash $ - $ 10,776,213

Accounts receivable 5,939,803 1,434,401

Prepaid expenses and deposits 655,291 233,868

Total current assets 6,595,094 12,444,482

Property, plant and equipment (Note 3) 77,563,721 16,226,209

Goodwill (Note 2) 3,331,351 3,331,351

TOTAL ASSETS $ 87,490,166 $ 32,002,042

LIABILITIES

Accounts payable and accrued liabilities $ 6,665,035 $ 4,201,597

Bank debt (Note 5) 12,787,052 -

Financial contract (Note 9) 1,347,313 -

Total current liabilities 20,799,400 4,201,597

Future income taxes 13,791,944 2,570,406

Asset retirement obligation (Note 4) 1,467,084 196,963

Total liabilities 36,058,428 6,968,966

SHAREHOLDERS’ EQUITY

Share capital (Note 6) $ 52,438,919 $ 25,334,705

Contributed surplus (Note 7) 320,615 73,446

Deficit (1,327,796) (375,075)

Total shareholders’ equity 51,431,738 25,033,076

TOTAL LIABILITIES & SHAREHOLDERS’ EQUITY $ 87,490,166 $ 32,002,042

Commitments (Note 8)

Subsequent events (Notes 5, 6, 9 and 11)

See accompanying notes to the interim consolidated financial statements
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SEAVIEW ENERGY INC.
CONSOLIDATED STATEMENTS OF NET LOSS AND COMPREHENSIVE LOSS AND DEFICIT
(unaudited)

Three months ended June 30 Six months ended June 30

2008 2007 2008 2007
Revenue

Petroleum and natural gas sales $ 5,150,800 $ - $ 6,281,040 $ -

Royalties (1,049,281) - (1,314,460) -

4,101,519 - 4,966,580 -

Expenses

Operating expenses 831,512 - 1,083,209 -

Transportation expense 74,393 - 102,446 -

General and administrative 401,528 - 683,456 -

Interest expense 167,503 28 118,467 43

Unrealized loss on financial contract (Note 9) 913,763 - 1,168,650 -

Stock option compensation (Notes 5,  6 and 7) 80,202 - 125,699 -

Depletion, depreciation & accretion 1,991,362 - 2,559,686 -

4,460,263 28 5,841,613 43
Loss before taxes $ (358,744) $ (28) $ (875,033) $ (43)

Future income tax expense (240,620) - (77,688) -
Net loss and comprehensive loss $ (599,364) $ (28) $ (952,721) $ (43)

Deficit, beginning of period (728,432) (15) (375,075) -

Deficit, end of period $ (1,327,796) $ (43) $ (1,327,796) $ (43)

Loss per share – basic and diluted  (Note 6) $ (0.02) $ - $ (0.04) $ -

See accompanying notes to the interim consolidated financial statements
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SEAVIEW ENERGY INC.
CONSOLIDATED STATEMENTS OF NET CASH FLOWS
(unaudited)

Three months ended June 30 Six months ended June 30

2008 2007 2008 2007

Operating activities

Net loss $ (599,364) $ (28) $ (952,721) $ (43)

Depletion, depreciation and accretion 1,991,362 - 2,559,686 -

Unrealized loss on financial derivatives 913,763 - 1,168,650 -

Stock option compensation 80,202 - 125,699 -

Future Income tax expense 240,620 - 77,688 -

2,626,583 (28) 2,979,002 (43)

Changes in non-cash working capital (881,396) - (901,684) -

Cash provided by (used in) by operating 
activities

$
1,745,187 $ (28) $ 2,077,318 $ (43)

Financing activities

Repayment of bank debt (5,203,925) - (5,203,925) -

Proceeds from issuance of shares (net of 
costs)

5,570,137 677,000 5,546,967 677,000

Cash provided by financing activities $ 366,212 $ 677,000 $ 343,042 $ 677,000

Investing activities

Property, plant and equipment additions (2,812,187) - (7,328,481) -

Property acquisition (Note 3) (4,919,966) - (4,919,966)

Cash paid on business combination (Note 2) (200,000) - (200,000) -
Changes in non-cash working capital (3,160,631) - (748,126) -

Cash used in investing activities $ (11,092,784) $ - $ (13,196,573)
_

$ -

Increase (decrease) in cash during the period $ (8,981,385) $ 676,972 $ (10,776,213) $ 676,957

Cash – beginning of period 8,981,385 10 10,776,213 25

Cash – end of period $ - $ 676,982 $ - $ 676,982

See accompanying notes to the interim consolidated financial statements.
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1. Signif icant  accounting pol ic ies

Nature of  business and basis of  presentat ion

Seaview Energy Inc. (the “Company” or “Seaview”) is incorporated under the Business Corporations Act (Alberta).  The 
Company’s principal business activity is the exploration, development and operation of oil and gas properties.  The interim 
unaudited consolidated financial statements are stated in Canadian dollars and have been prepared by management in 
accordance with Canadian generally accepted accounting principles. These consolidated financial statements include the 
financial position, results of operations and cash flows of the Company’s two subsidiaries, Seaview Exploration Ltd. and 1288916 
Alberta Ltd. as well as its wholly owned partnership, Seaview Energy Partnership.  

Management makes estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the consolidated financial statements, and revenues and expenses during the 
reporting period. Management reviews these estimates, including those related to accruals, litigation, environmental and asset 
retirement obligations, income taxes and the determination of proved reserves on an ongoing basis.  Changes in facts and 
circumstances may result in revised estimates, and actual results may differ from these estimates. These consolidated financial 
statements have, in management’s opinion, been properly prepared using careful judgment within reasonable limits of materiality 
and within the framework of the significant accounting policies consistent with those accounting policies and methods of 
computation for the fiscal year ended December 31, 2007.  Accordingly, these interim unaudited consolidated financial 
statements should be read in conjunction with the audited consolidated financial statements and the notes thereto for the periods 
ended December 31, 2007 and 2006.

Pending Accounting Pronouncements

International Financial Reporting Standards (“IFRS”)

In 2005, the Accounting Standards Board of Canada (“AcSB”) announced that accounting standards in Canada are to converge 
with IFRS.  The AcSB has indicated that Canadian entities will need to begin reporting under IFRS by the first quarter of 2011 
with appropriate comparative data from the prior year.  Under IFRS, the primary audience is capital markets and as a result, 
there is significantly more disclosure required, specifically for quarterly reporting.  Further, while IFRS uses a conceptual 
framework similar to Canadian GAAP, there are significant differences in accounting policy which must be addressed.

2. Business combinat ions

On April 1, 2008, the Company closed the acquisition of 1332915 Alberta Ltd (“133Co”).  The Company issued 8.74 Seaview 
Class A shares for each common share of 133Co outstanding, for a value of $0.87 per Class A share, determined on the basis of 
the weighted average trading value prior to the announcement, with applicable deductions.  The purchase was accounted for as
an acquisition of 133Co by the Company at April 1, 2008 using the purchase method of accounting.  The purchase price 
allocation has been estimated at June 30, 2008 as follows and is subject to change upon determination of the final values:

Property and equipment $ 33,127,234

Working capital 813,577

Bank debt (17,990,977)

Financial contract (178,663)

Future income taxes (8,096,416)

Asset retirement obligation (471,907)

$ 7,202,848

Consideration was comprised of:
8,049,250 Class A shares 7,002,848

Transaction costs 200,000

$ 7,202,848

The results of operations include net revenue from this transaction effective April 1, 2008.  The above amounts are estimates 
which were made by management at the time of the preparation of these financial statements based on information available.  
Amendments may be made to these amounts as values subject to estimate are finalized.
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On October 17, 2007, the Company closed the acquisition of 1276921 Alberta Ltd (“PrivateCo”).  The Company issued 0.9076 
Class A shares for each common share of PrivateCo outstanding, for a value of $1.38 per Class A share, determined on the 
basis of the assets received.  The purchase was accounted for as an acquisition of PrivateCo by the Company at October 17, 
2007 using the purchase method of accounting.  The purchase price allocation is estimated as follows:

Property and equipment $ 13,052,000

Working capital 114,177

Goodwill 3,331,351

Future income taxes (2,989,063)

Asset retirement obligation (151,512)

$ 13,356,953

Consideration was comprised of:
9,602,507 Class A shares 13,251,448

Transaction costs 105,505

$ 13,356,953

The results of operations include net revenue from this transaction effective October 17, 2007.  The above amounts are 
estimates which were made by management at the time of the preparation of these financial statements based on information 
available.  Amendments may be made to these amounts as values subject to estimate are finalized.

3. Property,  plant and equipment
June 30, 2008 December 31, 2007

Petroleum and natural gas assets $ 80,665,570 $ 16,783,763

Accumulated depletion and depreciation (3,101,849) (557,554)

Property, plant and equipment, net $ 77,563,721 $ 16,226,209

On June 26, 2008, the Company closed the property acquisition of certain southeast Saskatchewan light oil assets from Progress 
Energy Trust (“Progress”).  The Company issued 8.3 million Class A shares to Progress, for a value of $2.12 per share, 
determined on the basis of the weighted average trading value prior to the announcement, with applicable deductions, as well as 
$5.0 million in cash for total consideration of $22.5 million.  Additionally, the Company assumed the asset retirement obligation 
associated with these assets in the amount of $658,833.

The results of operations include net revenue from this transaction effective June 26, 2008.  The above amounts are estimates, 
which were made by management at the time of the preparation of these financial statements based on information available. 
Amendments may be made to these amounts as values subject to estimate are finalized.

For the three and six months ended June 30, 2008, the Company capitalized general and administrative expenses directly 
relating to exploration and development activities in the amount of $332,036 and $624,495, respectively ($184,133 – December 
31, 2007) and stock option compensation of $108,400 and $168,803, respectively, (including tax effect of $31,176 and $47,334, 
respectively) ($52,451 (including tax effect of $15,625) – December 31, 2007).

Unproved property costs amounting to $601,442 have been excluded from costs subject to depletion at June 30, 2008 ($498,861 
– December 31, 2007) and future development costs of $1,744,000 ($833,000 – December 31, 2007) have been included in 
costs subject to depletion.

4. Asset retirement obligation

The total future asset retirement obligations are estimated by management based on the Company’s net working interest in all 
wells and facilities, estimated costs to reclaim and abandon wells and facilities and the estimated timing of the costs to be 
incurred in future periods.  By their nature, these estimates are subject to measurement uncertainty and the effect on the financial 
statements could be significant.  The Company estimates the undiscounted cash flows related to the asset retirement obligations, 
adjusted for inflation, to be incurred over the next 15 years will total approximately $4,852,280, with the majority of the 
expenditures to be incurred between 2017 and 2022.  The fair value at June 30, 2008 is $1,467,084 ($196,963 – December 31, 
2007) using a discount rate of 8% per annum and an inflation rate of 2% per annum.  As at June 30, 2008, no funds have been 
set aside to settle this obligation.
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Balance, December 31, 2007 $ 196,963

Liabilities incurred 123,990

Liabilities assumed on acquisitions 1,130,740

Accretion expense 15,391

Balance, June 30, 2008 $ 1,467,084

5. Bank debt

As at June 30, 2008, the Company had a revolving demand credit facility with an authorized borrowing amount of $25 million, 
with interest charged at the bank’s prime rate plus 0.50 per annum.  Standby fees associated with the facilities are 0.125% per 
annum on the undrawn portion of the facility. Collateral for the facility consists of a general security agreement, providing a 
security interest over all present and after acquired personal property and a floating charge on all present and after acquired land 
interests of the Company.

At June 30, 2008, $12.8 million was drawn against the revolving demand credit facility.

In conjunction with the acquisition of C3 Resources Ltd (described in Note 11) this facility was reviewed in July and the limit of 
the revolving demand credit facility was increased to $34 million and the interest charge revised downward to the bank’s prime 
rate plus 0.25 per annum. The next review is scheduled for May, 2009.

6. Share capital

Class A shares
Number Amount

Balance, December 31, 2006 100 $ 25

Issued for cash 9,470,400 2,367,600

Issued for corporate acquisition 9,602,507 13,251,448

Share issue costs (net of tax of $305,638) - (819,768)

Balance, December 31, 2007 19,073,007 $ 14,799,305

Share issuance 19,141,250 30,560,148

Share issue costs (net of tax of $131,099) - (324,735)

Tax effect on flow through shares - (313,120)

Balance, June 30, 2008 38,214,257 44,721,698

Class B shares

Balance, December 31, 2006 - $ -

Issued for cash 1,053,540 10,535,400

Balance, December 31, 2007 1,053,540 $ 10,535,400

Tax effect on flow through shares - (2,818,079)

Balance, June 30, 2008 1,053,540 7,717,321

Total share capital, balance June 30, 2008 $ 52,438,919

On April 1, 2008, the Company issued 8,049,250 Class A shares at a per share value of $0.87 to acquire 133Co (as described in 
Note 2).  At the time of closing, one director and one member of management received 958,260 Class A shares as a result of the 
acquisition.  Subsequent to closing, the major shareholder of 133Co joined the Company’s board of directors.

On May 29, 2008, the Company issued 2,792,000 Class A shares on a flow through basis at a per share value of $2.15.  Gross 
proceeds of $6 million ($5.5 million net of commissions and expenses) were received by the Company.  The Company must 
spend $6 million on qualifying expenditures by December 31, 2009.
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On June 26, 2008, the Company issued 8,300,000 Class A shares, with an ascribed value of $2.12 per share, to Progress as 
part of the consideration for the southeast Saskatchewan light oil assets (as described in Note 3).  At the time of closing, 
Progress’ President and CEO joined the Company’s board of directors.

The Company’s Class B shares are convertible (at the option of the Company) at any time after June 1, 2010 and before May 31, 
2012, into Class A Shares.  The number of Class A shares obtained upon the conversion of each Class B share will be equal to 
$10.00 divided by the greater of $1.00 and the weighted average trading price of the Class A shares during the thirty days prior to 
the conversion date.  If conversion has not occurred by the close of business on May 31, 2012, the Class B shares become 
convertible (at the option of the holder) into Class A shares on the same basis.  Effective June 30, 2012, all remaining Class B 
shares will automatically convert to Class A shares.

Stock opt ion p lan

A summary of the status of the Company’s outstanding stock options as at June 30, 2008 and the changes during the period then 
ended is as follows:

Outstanding s tock opt ions
Number of 

Options
Weighted Average

Exercise Price

Outstanding December 31, 2007 958,810 $0.40

Granted 1,427,190 $2.08

Forfeited (48,500) ($0.42)

Outstanding as at June 30, 2008 2,337,500 $1.44

Exercisable as at June 30, 2008 Nil Nil

Subsequent to the period end, the Company granted an additional 1,605,000 options.

All granted options have an estimated weighted average fair value determined using the Black Scholes model using the following 
assumptions:

Grant date
Risk free 

interest rate
Volatility 

%
Dividend 

Yield
Fair Value 
per option

October, 2007 4.35 % 56.65 % - $1.10

March, 2008 2.91 % 72.62 % - $0.61

June, 2008 3.18 % 88.44 % - $2.25

Total compensation expense is amortized over the vesting period of the option. Compensation expense of $ 80,202 and 
$125,699 has been recognized in the three and six months ended June 30, 2008, respectively, ($36,620 - December 31, 2007) 
based on the estimated fair value of the options on the grant date in accordance with the fair value method of accounting for 
stock-based compensation. An additional $111,669 and $172,073 in stock based compensation (including tax effect of $34,445 
and $50,603) has been capitalized for the three and six months ended June 30, 2008, respectively (December 31, 2007 -
$52,451 (including tax effect of $15,625)).

Per share amounts

Per share amounts have been calculated using the weighted average number of shares outstanding during the period.  The 
effect of 2,337,500 options and the conversion of the Class B shares have not been included in the diluted share calculation for 
the three and six months ended June 30, 2008 as it would have been anti-dilutive.

W eighted average number of  shares

Three months 
ended

June 30, 2008

Six Months 
ended

June 30, 2008

Three months 
ended

June 30, 2007

Six Months
ended

June 30, 2007
Weighted average – Class A shares 28,566,859 23,817,933 47,609 119,791
Weighted average - Class B shares 1,053,540 1,053,540 - -

Weighted average  – basic and diluted 29,616,399 24,871,473 47,609 119,791
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7. Contributed surplus

The following table reconciles the Company’s contributed surplus
June 30, 2008 December 31, 2007

Balance, beginning of period $ 73,446 $ -

Stock based compensation expense 125,699 36,620

Stock based compensation capitalized 121,470 36,826

Balance, end of period $ 320,615 $ 73,446

8. Commitments

As part of the Company’s land capture strategy, it will commit to industry partners to drill wells and/or shoot seismic in order to 
earn an interest in lands.  As at June 30, 2008, Seaview had remaining commitments to drill 3 wells and to re-enter and complete 
a series of wells, totaling approximately $0.7 million (net) in 2008 which will earn lands from area partners in the Peace River 
Arch area of northwest Alberta.  If the Company does not fulfill its obligations pursuant to these commitments it will not earn the 
lands associated with the farm-ins.  At the time of the preparation of these financial statements, 1 of the 3 wells was drilling and 
preparations were underway to commence drilling of the last two locations prior to September 30, 2008.

The Company issued $11,706,000 of flow through shares on October 17, 2007 under its Initial Public Offering.  These funds must 
be spent on qualifying expenditures prior to December 31, 2008.  As at June 30, 2008, the Company had a remaining 
commitment to spend $7.5 million.  Part of this commitment will be satisfied by fulfilling the farm-in obligations noted above.  The 
Company issued $6.0 million of flow through shares on May 29, 2008.  These funds must be spent on qualifying expenditures by 
December 31, 2009.  As at June 30, 2008, the Company had the full commitment remaining.  The Company will fund these 
commitments from available credit facilities and future cash flows.

The Company must pay Crown royalties, surface rentals, mineral taxes and abandonment and reclamation costs with respect to 
its ongoing ownership of hydrocarbon production rights.  The amounts paid with respect to these burdens will depend on the 
future ownership, production, commodity prices and regulatory environment at the time.

The Company enters into natural gas and crude oil financial contracts from time to time, some of which may have premiums 
attached to them.  The future premiums Seaview is committed to pay are included in the table below.  The Company’s future 
contractual commitments are highlighted below:

Total 2008 2009 2010 2011 2012

Operating leases $ 1,296,907 171,586 287,316 287,316 287,316 263,373

Farm-in and flow through share drilling $ 13,682,382 7,679,582 6,002,800 - - -

Financial instrument premiums $ 1,157,080 426,280 730,800 - - -

Total contractual obligations $ 16,136,369 8,277,448 7,020,916 287,316 287,316 263,373

9. Financial  instruments

There are no significant changes in the risks of the Company from those disclosed in Note 8 of the audited consolidated financial 
statements for the periods ended December 31, 2007 and 2006. 

Financia l  cont racts

The Company enters into natural gas and crude oil financial contracts from time to time for the purpose of protecting its cash flow 
from operations (before changes in non-cash working capital) from the volatility of natural gas prices.  The contracts outstanding 
as at June 30, 2008 are as follows:

Natura l  gas Volume Pricing Point Strike Price Ceiling Premium Term Value

Fixed price swap 500 gj/d AECO Daily $ 7.83/gj $ - $ - April ’08 – March ‘09 ($546,495)

Put 1,000 gj/d AECO Monthly $ 7.57/gj $ - $ 0.82/g
j

April ’08 – March ‘09 ($199,911)

Crude o i l
Costless collar 100 bbl/d US$ WTI $ 115.00 $ 138.20 $ - July ‘08 – December ‘09 ($600,907)

Total ($1,347,313)
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Subsequent to the period end, the Company entered into the following natural gas financial contract, in conjunction with the C3 
acquisition, described in Note 11.

Natura l  gas Volume Pricing Point Strike Price Ceiling Premium Term

Put 1000 gj/d AECO Daily $ 10.50/gj $ - $ 1.80 August ’08 - December ‘09

10. Related party transactions

The Company received legal services from a firm in which a director of the Company is a partner.  The Company was 
charged $174,131 for the three and six months ended June 30, 2008 (2007 – nil) which has been included in general and 
administrative expense, share issuance costs and property, plant and equipment as part of the transaction costs on 
acquisitions.  At June 30, 2008, accounts payable included nil (2007 – nil) relating to these services.

These transactions are in the normal course of operations and acquisitions and are measured at the exchange amount 
which is the consideration established and agreed to by the related parties.

11. Subsequent events

a. On July 10, 2008, the Company closed a bought deal equity financing of $10 million, issuing 2,899,000 Class A shares 
at a price of $3.45.  Net proceeds were approximately $9.2 million, after deducting commissions and estimated out of 
pocket expenses

b. On July 24, 2008, the Company acquired all of the outstanding common shares of C3 Resources Ltd (“C3”) with the 
issuance of 5,891,925 Class A shares, at a value of $3.24, determined in conjunction with a bought-deal private 
placement announced on the same date, with applicable deductions, and $6.3 million of cash.  The Company also 
assumed all of C3’s outstanding obligations.  The acquisition will be accounted for using the purchase method of 
accounting where the Company is identified as the acquirer.  

The purchase price allocation is estimated as at June 30, 2008 as follows and is subject to change once the final values 
are known:
Property, plant and equipment $ 38,771,000

Working capital deficiency (5,169)

Bank debt (11,996,178)

Goodwill 5,486,173

Future income taxes (5,665,525)

Asset retirement obligations (392,122)

$ 26,198,179

Consideration will be comprised of:

Issuance of 5,891,925 Class A shares 19,110,756

Cash 6,337,423

Estimated transaction costs 750,000

$ 26,198,179
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