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Seaview Energy Inc. is an innovative Canadian junio r oil and gas exploration and production 
company staffed by highly motivated and experienced  petroleum industry professionals.  The team is 
dedicated to delivering growth in reserves, product ion and cash flow per share with a balanced 
strategy of acquiring, exploiting and exploring for  high quality light oil and natural gas assets in 
Western Canada. 

Seaview Energy Inc. Class A and Class B shares trad e on the TSX venture exchange under the 
symbols CVU.A and CVU.B, respectively. 
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August 17, 2011  – Calgary, Alberta – Seaview Energy Inc. (“Seaview” or the “Company”) releases an update on 
the Company’s financial and operational results for the three and six months ended June 30, 2011 and an 
update of recent operations. 

SELECTED INFORMATION 

Financial ($000’s except per share amounts)     Q2 2011 Q1 2011 % Change 

Petroleum and natural gas sales      $ 8,478 $ 6,382 33% 

Funds flow from operations (1)    4,297 2,947 46% 

 Basic and diluted per share (2)    0.07 0.05 40% 

Net loss    (1,650) (2,778) 41% 

 Basic and diluted per share (2)    (0.03) (0.04) 25% 

Capital expenditures (3)    3,712 12,967 (71%) 

Shares Outstanding at period end (000’s)  

 Class A    65,553 65,553 - 

 Class B    1,054 1,054 - 

Operations 

Daily production       

 Natural gas (mcf/d)    13,810 12,286 12% 

 Light oil and NGLs (bbl/d)    437 277 58% 

Total production (boe/d)    2,739 2,325 18% 

Average realized sales price (net of risk management gains)  

 Natural gas (per mcf)      $ 4.56 $ 4.38 4% 

 Light oil and NGL (per bbl)    75.97 71.78 6% 

Netback per boe (1)       

 Sales price       $ 34.01 $ 30.50 12% 

 Realized risk management gains        1.10  1.20 (8%) 

 
Sales price (net of realized risk management 
gains)       35.11  31.70 11% 

 Royalties    (4.90) (3.65) 34% 

 Operating expenses    (8.39) (8.36) - 

 Transportation    (1.37) (1.43) (4%) 

Operating netback (1)      $ 20.45 $ 18.26 12% 

 
(1) The Company uses “funds flow from operations” and “funds flow from operations per share” which do not have any standardized meaning prescribed by IFRS.  The 

terms are used to analyze operating performance and leverage.  The Company uses “Netback per boe” and “Operating Netback” which do not have any standardized 
meaning prescribed by IFRS.  The terms are used to evaluate performance and in capital allocation decisions. 

(2) Weighted average diluted shares outstanding for all periods exclude both the impact of the conversion of the Class B shares and the effect of the granted options as 
they would have been anti-dilutive. 

(3) Capital expenditures include only the cash additions for the period. 
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FINANCIAL AND OPERATIONS OVERVIEW OF SECOND QUARTER  2011 

o Average production for Q2 2011 was up 18% to 2,739 boe per day compared to Q1 2011 volumes of 
2,325 boe per day; 

o Liquids production increased by 58% and natural gas increased by 12% compared to Q1 2011, as a 
result of the Cardium wells brought on stream; 

o Operating netbacks increased 12% to $20.45 per boe compared to $18.26 per boe in Q1 2011; 

o Funds flow from operations for Q2 2011 increased 46% to $4.3 million compared to Q1 2011 funds flow 
of $2.9 million.  The increase in funds flow is primarily attributed to the combination of the 18% 
production increase and 11% increase in realized prices; 

o Subsequent to the quarter end, on August 3, 2011, the Company disposed of a minor natural gas asset 
in the Sinclair area of the Peace River Arch, for net proceeds of $4.34 million.  The proceeds have been 
used, initially, to reduce net debt, and will be redirected towards the Wapiti Cardium capital program. 

 

Wapiti Operations Update  

The Company’s strategic focus shifted to light oil and liquids rich natural gas opportunities in 2010. Seaview 
continues to evaluate its extensive land position in Wapiti through exploration drilling to earn lands through farm-
in agreements.  Seaview has accumulated a large, contiguous land position with exposure of up to 42.5 sections 
(22.8 net) of prospective Cardium rights targeting a potential light oil and liquids rich natural gas resource play in 
the Cardium fairway. The oil is 400 API and the natural gas has associated liquids (C3+) of 105 bbls/mmcf of 
sales gas which significantly enhances the economics of the play.  

Since Seaview’s initial exploration success at 100/01-09-066-07W6 (The “1-9 well”) in Q1 2010, a variety of 
completion techniques have been utilized to optimize the production potential and ultimate reserves of the 
Company’s Wapiti property.  Seaview has drilled 8 Cardium horizontal wells (5.0 net) to date and industry activity 
in Wapiti has increased substantially with a total of 25 horizontal locations targeting the Cardium having been 
drilled or licensed. Throughout the initial exploration phase, Seaview and other operators have experimented 
with various completion designs demonstrating continued improvement in initial production rates. 

In Q2 2011, Seaview focused on the equip and tie-in of 3 Cardium horizontal wells (1.9 net), which were 
completed using liquid propane gas (“LPG”) fracturing technology during Q1 2011.  With the tie-in of these wells, 
Seaview was able to increase total production by 18% relative to the Q1 2011 average and increase liquids 
production by 58% in Q2 2011, averaging 437 bbl/d of crude oil and NGL’s.  Crude oil and natural gas liquids 
accounted for 16% of Q2 2011 production, as compared to 12% during Q1 2011. 

Seaview is currently executing a LPG based fracture treatment at 100/16-12-066-08W6 (54% working interest) 
with initial test results expected later in Q3 2011, subject to weather conditions, surface and equipment access.   

Subsequent to the end of the quarter, a workover of Seaview’s initial Cardium horizontal well at 1-9 has been 
completed and has recently been placed back on production using plunger lift to minimize liquid loading.  
Production over the first two weeks of August has averaged 99 mcf/d of natural gas and 36 bbl/d of crude oil and 
natural gas liquids (52 boe/d) and remains a flowing oil well one year after initial production with minimal decline. 

The initial production performance of the latest generation completions continues to outperform the earlier wells 
completed with frac oil.  Additionally, production rates from the LPG completions outperforms the oil based fracs 
by 2-3 times after more than 120 days of production.  Combined with the stable, shallow decline profile evident in 
the early wells such as the 1-9, management remains confident that Wapiti offers a scalable, repeatable 
resource play with significant long life reserves.  

In addition, Seaview is preparing for additional drilling with the surveying of seven additional locations with 4 of 
the locations currently licensed.  The Company is confident that further cost reductions can also be achieved by 
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pre-building production facilities whenever possible to allow for shorter tie-in cycle times and to allow for LPG 
recovery. 

 

Wapiti Exploration Program  

Results to date continue to validate the Company’s strategy of accumulating a large, contiguous position 
targeting light oil and liquids rich natural gas in the Wapiti Cardium fairway.  Throughout the initial exploration 
drilling phase, Seaview has been able to continuously improve initial production rates and plans to continue 
advancing the completion design based on the LPG fluid platform. Management is encouraged by the 
exploration results to date and remains confident that the Wapiti Cardium light oil resource play offers a sizeable 
and repeatable opportunity. 

The 8 wells drilled to date have all been earning wells and once the earning phase of the project has been 
completed, Seaview will be able to high grade drilling in development areas. Through pad based development 
drilling and refinement of completion techniques, management expects to significantly improve the economics of 
the play. 

Seaview’s opportunity base within the prospective Wapiti Cardium light oil resource fairway has the following 
characteristics: 

• Exposure to earn up to 42.5 sections (22.8 net) of prospective Cardium rights; 

• An extensive drilling inventory with over 170 horizontal development locations (91 net); and 

• Excellent operational focus featuring a large contiguous land position directly offsetting the Company’s 
recent successful Cardium exploration activities. 

Seaview believes the Wapiti Cardium light oil resource play contains the essential elements of a profitable 
resource play including:   

• Large areal extent, supported by numerous logs and tests validating the reservoir continuity;  

• Contiguous resource potential including an average of 10 m of vertical pay exceeding 6% porosity 
providing for significant accumulation of light oil, and a high degree of repeatability; 

• Ability to improve drilling and completion techniques leading to lower capital costs and higher 
productivity over time; and 

• Scalable project targeting high quality light oil (41 degree API), and natural gas with high liquid recovery 
NGL’s. 

 

COMMODITY PRICE RISK MANAGEMENT 

A key component to Seaview’s balance sheet management is the Company’s commodity price risk program.  
The price risk management program is intended to reduce price volatility in order to support cash flow, protect 
acquisition economics and finance ongoing capital expenditures.  

Seaview currently has approximately 1,485 boe/d hedged for 2011, as follows: 

o 8,140 GJ/d of natural gas hedged in put contracts for calendar 2011 providing for a “net of cost” floor of 
$4.18/GJ ($4.42/mcf), which is a 21% premium to the current calendar AECO 2011 futures strip of 
$3.46/GJ, and a 24% premium to the current AECO strip price of $3.37/GJ; 

o 200 bbl/d of crude oil hedged in put contracts for calendar 2011 with a “net of cost” floor of 
CDN$75.00/bbl; and  

o On a combined basis, Seaview has 8,913 mcfe/d, hedged at a “net of cost” floor price of $5.50/mcfe, 
which will provide for minimum revenue of $17.9 million for 2011. 
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OUTLOOK 

The Company’s focused long-life, low cost Peace River Arch assets and available credit capacity provides a 
stable capital base to support continued capitalization of Seaview’s emerging Wapiti Cardium light oil resource 
play.  Management believes that continued improvement on the latest LPG based fracture treatments has 
significantly enhanced the economic viability of Wapiti. 

The drilling program over the remainder of 2011 will be financed through available cash-flow and focus on 
completing earning on farm-in lands as first priority and drilling development locations offsetting existing Cardium 
horizontal producers offering the highest potential.  

Seaview has the following characteristics: 

� Total Proven reserves of 6,578 Mboe (23% light oil and natural gas liquids).  Total Proven plus Probable 
reserves of 11,823 Mboe (26% light oil and natural gas liquids), effective December 31, 2010, as 
evaluated by Sproule Associates Ltd. using National Instrument 51-101 reserve definitions; 

� Reserve life index is 11.8 years based on Total Proven plus Probable reserves and Q2 2011 production 
of 2,739 boe per day; 

� Seaview has established significant positions in resource plays providing for longer-term growth potential 
in a diverse portfolio of assets targeting both light oil and natural gas plays, including: 

o In Wapiti, the Company has assembled a sizable land position targeting a Cardium light oil 
resource play: 

� Exposure to earn up to 42.5 sections (22.8 net) of prospective Cardium rights; 

� An extensive drilling inventory with over 170 horizontal development locations (91 net); 

� Scalable project targeting high quality light oil (41 degree API), and natural gas with high 
liquid recovery NGL’s; and 

� Excellent operational focus featuring a large contiguous land position directly offsetting 
the Company’s recent successful Cardium exploration activities. 

o In Pouce Coupe, the Company holds interests in 21 sections (4.5 net) of land targeting a Doig-
Montney natural gas resource play.  Seaview’s land position is on trend with successful industry 
development activities further reducing the risk of full development when economics are more 
viable; 

� Commodity hedging program providing for downside protection on 8,913 mcfe per day for 2011 at  a “net 
of cost” floor price of $5.50/mcfe, providing minimum 2011 revenue of $17.9 million; and 

� 65.55 million Class A shares and 1.0 million Class B shares outstanding, as at June 30, 2011. 
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RELEASE OF SECOND QUARTER FINANCIALS 
Seaview has filed its financial results for the period ended June 30, 2011 including the unaudited condensed 
interim consolidated financial statements and related management’s discussion and analysis (“MD&A”). These 
filings will be available in their entirety at www.seaviewenergy.com and www.sedar.com or by contacting the 
Company directly.   

ANNUAL GENERAL MEETING 
Seaview’s Annual General Meeting is scheduled for Wednesday, August 24, 2011 at 2:30PM Calgary time in the 
Viking Rooms A/B, Calgary Petroleum Club, 319 5th Ave SW, Calgary, AB.  The meeting is open to all 
shareholders and interested parties and will be webcast for those unable to attend in person and can be 
accessed on the internet through the Company’s website at http://www.seaviewenergy.com/events.php or 
directly by the provider at http://www.gowebcasting.com/2543.  

For further information please contact: 

Michael Wuetherick  Stephanie Bunch 

President & CEO  Vice President, Finance & CFO 

T: (403) 770-2961  T: (403) 770-9503 
 
info@seaviewenergy.com     www.seaviewenergy.com       
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MANAGEMENT’S DISCUSSION & ANALYSIS (“MD&A”) 

The following discussion and analysis is provided by the management of Seaview Energy Inc. (“Seaview” or the 
“Company”) as of August 17, 2011 and should be read in conjunction with the unaudited condensed interim 
consolidated financial statements and selected notes for the periods ended June 30, 2011 and 2010 and the 
audited consolidated financial statements and notes and MD&A of Seaview for the years ended December 31, 
2010 and 2009.  This financial data has been prepared in accordance with International Accounting Standard 34 
“Interim Financial Reporting” (“IFRS”).  The effective date of transition to IFRS was January 1, 2010.  Previously, 
the Company prepared its interim and annual consolidated annual financial statements in accordance with 
Canadian generally accepted accounting principles (“previous GAAP” or “CGAAP”).  The adoption of IFRS has 
not had an impact on the Company’s operations, strategic decisions or operating netbacks.  The reporting and the 
measurement currency is the Canadian dollar. 

Description of the Company  

Seaview is a Calgary based, natural gas and light crude oil focused, exploration and development company 
established on December 13, 2006.  The Company completed its Initial Public Offering on October 17, 2007.  The 
primary area of operation is the Peace River Arch area of northwest Alberta.  The Class A and Class B shares of 
Seaview trade on the TSX Venture Exchange (“TSX – Venture”) under the symbols CVU.A and CVU.B.  As 
Seaview commenced operations in October, 2007, and has since completed several material acquisitions, the 
financial results may not be indicative of future periods. 

Non-GAAP measures 

This MD&A contains the terms “funds flow from operations” and “funds flow from operations per share” which do 
not have any standardized meaning prescribed by IFRS.  Management uses funds flow from operations and 
funds flow from operations per share to analyze operating performance and leverage and considers funds flow 
from operations to be a key measure as it demonstrates the Company’s ability to generate the cash necessary to 
fund future capital investments and to repay debt.  Funds flow from operations should not be considered an 
alternative to, or more meaningful than, cash flow from operating activities, as determined in accordance with 
IFRS, as an indicator of the Company’s performance.  Therefore, references to funds flow from operations or 
funds flow from operations per share (basic and diluted) may not be comparable with the calculation of similar 
measures of other entities.  Funds flow from operations per share is calculated using the basic and diluted 
weighted average number of shares for the period.  The reconciliation between funds flow from operations and 
cash flow from operating activities after changes in working capital for the three and six months ended June 30, 
2011 and 2010 is as follows: 

 Three months ended June 30 Six months ended June 30  

($ thousands except per share amounts) 2011 2010 2011 2010 

Funds flow from operations $ 4,297 $ 4,320 $ 7,244 $ 8,761 

Decommissioning expenditures - - (2) (21) 

Changes in non-cash working capital (1,090) (576) (820) 1,996 

Cash provided by operating activities $ 3,207 $ 3,744 $ 6,422 $ 10,736 

     

Funds flow from operations per share (basic) $ 0.07 $ 0.07 $ 0.05 $ 0.13 

Expenditures on abandonments 0.00 0.00 0.00  0.00 

Changes in non-cash working capital per share (basic) (0.02) (0.01) 0.00  0.03 

Cash provided by operating activities per share (basic) $ 0.05 $ 0.06 $ 0.05 $ 0.16 

Management uses certain industry benchmarks such as operating netback to analyze financial and operating 
performance.  This benchmark, as presented, does not have any standardized meaning prescribed by IFRS and, 
therefore, may not be comparable with the calculation of similar measures for other entities.  Management 
considers netbacks an important measure as it demonstrates its profitability relative to current commodity prices.  
The Company uses these measures to help evaluate its performance and in capital allocation decisions. 
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Boe presentation 

Barrels of oil equivalent (“boe”) may be misleading, particularly if used in isolation.  A boe conversion ratio of six 
thousand cubic feet (“mcf”) to one barrel (“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.  All boe conversions in 
this report are derived by converting natural gas to oil in the ratio of six mcf of gas to one barrel of oil.  A list of 
other commonly used abbreviations is included at the end of this report. 

Forward-looking information 

Certain information regarding the Company set forth in this document, including management’s assessment of the 
Company’s future plans and operations, may constitute forward-looking statements under applicable securities 
law and necessarily involve risks associated with oil and gas exploration, production, marketing, and 
transportation, such as loss of market, volatility of commodity prices, currency fluctuations, imprecision of reserve 
estimates, environmental risks, competition from other producers and ability to access sufficient capital from 
internal and external sources.  As a consequence, actual results may differ materially from those anticipated in 
the forward-looking statements. 

SELECTED INFORMATION 

Financial ($000’s except per share amounts)   Q2 2011 Q1 2011 % Change 

Petroleum and natural gas sales      $ 8,478 $ 6,382 33% 

Funds flow from operations (1)    4,297 2,947 46% 

 Basic and diluted per share (2)    0.07 0.05 40% 

Net loss    (1,650) (2,778) 41% 

 Basic and diluted per share (2)    (0.03) (0.04) 25% 

Capital expenditures (3)    3,712 12,967 (71%) 

Shares Outstanding at period end (000’s)  

 Class A    65,553 65,553 - 

 Class B    1,054 1,054 - 

Operations 

Daily production       

 Natural gas (mcf/d)    13,810 12,286 12% 

 Light oil and NGLs (bbl/d)    437 277 58% 

Total production (boe/d)    2,739 2,325 18% 

Average realized sales price (net of risk management gains)  

 Natural gas (per mcf)      $ 4.56 $ 4.38 4% 

 Light oil and NGL (per bbl)    75.97 71.78 6% 

Netback per boe (1)       

 Sales price       $ 34.01 $ 30.50 12% 

 Realized risk management gains        1.10  1.20 (8%) 

 
Sales price (net of realized risk 
management gains)       35.11  31.70 11% 

 Royalties    (4.90) (3.65) 34% 

 Operating expenses    (8.39) (8.36) - 

 Transportation    (1.37) (1.43) (4%) 

Operating netback (1)      $ 20.45 $ 18.26 12% 

 
(1) The Company uses “funds flow from operations” and “funds flow from operations per share” which do not have any standardized meaning prescribed by IFRS.  The terms 

are used to analyze operating performance and leverage.  The Company uses “Netback per boe” and “Operating Netback” which do not have any standardized meaning 
prescribed by IFRS.  The terms are used to evaluate performance and in capital allocation decisions. 

(2) Weighted average diluted shares outstanding for all periods exclude both the impact of the conversion of the Class B shares and the effect of the granted options as they 
would have been anti-dilutive. 

(3) Capital expenditures include only the cash additions for the period. 
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FINANCIAL AND OPERATIONAL OVERVIEW OF SECOND QUARTE R 2011  

o Average production for Q2 2011 was up 18% to 2,739 boe per day compared to Q1 2011 volumes of 
2,325 boe per day; 

o Liquids production increased by 58% and natural gas increased by 12% compared to Q1 2011, as a 
result of the Cardium wells brought on stream; 

o Operating netbacks increased by 12% to $20.45 per boe compared to $18.26 per boe in Q1 2011; 

o Funds flow from operations for Q2 2011 increased 46% to $4.3 million compared to Q1 2011 funds flow 
of $2.9 million.  The increase in funds flow is primarily attributed to the combination of the 18% production 
increase and 11% increase in realized prices; 

o Subsequent to the quarter end, on August 3, 2011, the Company disposed of a minor natural gas asset in 
the Sinclair area of the Peace River Arch, for net proceeds of $4.34 million.  The proceeds have been 
used, initially, to reduce net debt, and will be redirected towards the Wapiti Cardium capital program. 

 

RESULTS OF OPERATIONS 

Operations 

For the three and six months ended June 30, 2011, the Company recorded a net loss of $1.7 million and $4.4 
million, respectively, (net income of $10.0 million and $9.8 million for the three and six months ended June 30, 
2010).   

The following table summarizes selected information for the three months ended June 30, 2011 (the “Quarter” or 
“Q2 2011”), for the three months ended March 31, 2011 (the “Previous Quarter” or “Q1 2011”) and for the second 
quarter of 2010 (the “Prior Year Q2” or “Q2 2010”), as well as the year to date information for the periods ended 
June 30, 2011 (“YTD 2011”) and June 30, 2010 (“YTD 2010”): 

The increase in volumes over Q1 2011 is attributed to Wapiti Cardium production additions at the end of Q1 2011 
and beginning of Q2 2011.   

 

 

 

 

 

 

 

 Q2 2011  Q1 2011 Q2 2010 
 YTD 2011 YTD 2010 

Daily Production  

 Natural gas (mcf/d) 13,810 12,286 17,084 13,052 16,815 

 Crude oil  and NGL’s (bbl/d) 437 277 374 358 426  

Boe/d day @ 6:1 2,739 2,325 3,221 2,533 3,229 

Petroleum and natural gas sales ($000’s) $ 8,478 $ 6,382 $ 8,894 $ 14,860 $ 19,950 

Funds flow from operations ($000’s) 4,297 2,947 4,320 7,244 8,761 

 Per share – basic  0.07 0.05 0.07 0.05 0.13 

 Per share – diluted 0.07 0.05 0.05 0.05 0.11 

Net income (loss) ($000’s) (1,650) (2,778) 10,010 (4,428) 9,775 

 Per share – basic  (0.03) (0.04) 0.15 (0.07) 0.15 

 Per share – diluted (0.03) (0.04) 0.13 (0.07) 0.13 
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Commodity prices 

The AECO Daily Index gas price averaged $3.67 per gj or $3.87 per mcf for Q2 2011 as compared to $3.58 per gj 
or $3.78 per mcf during the Previous Quarter.  The natural gas price received by Seaview, before risk 
management gains, was $4.18 per mcf for the Quarter compared to $3.97 per mcf for Q1 2011.  Seaview 
receives a premium to the stated AECO Indexes as the Company produces high heat content natural gas that 
attracts premium market prices. 

The price of West Texas Intermediate (“WTI”) crude averaged US$102.54 per bbl during the Quarter compared to 
US$94.13 per bbl during Q1 2011.  Seaview received a combined average price, including natural gas liquids and 
before risk management effects, of $81.00 per bbl during the Quarter compared to $79.72 during the Previous 
Quarter. 

The Canadian dollar averaged US$0.9676 during the Quarter as compared to $0.9860 during the Previous 
Quarter.  As the price of WTI crude oil and Nymex natural gas is quoted in US dollars, appreciation in the 
Canadian dollar decreases the average Canadian price received. Seaview mitigates exposure to the impact of 
exchange rate fluctuations by economically hedging a portion of the production in Canadian dollar denominated 
puts, swaps and collars.  

Commodity price risk management 

The prices received for petroleum and natural gas can fluctuate significantly due to weather patterns, the 
economic environment or political uncertainty. 

Seaview’s commodity price risk management program is designed to provide price protection on a portion of the 
future production in the event of adverse commodity price movement, while retaining the opportunity to participate 
in favourable price movements. This practice allows the Company to generate stable funds flow for capital 
development and acquisition activities, and to ensure positive economic returns on those activities.  The 
Company may also sell a portion of its natural gas production on the AECO Monthly Index in addition to the 
AECO Daily Index to mitigate the volatility in price movement. 

The Company has elected not to use hedge accounting and consequently will record the fair value of any crude 
oil and natural gas financial contract at each reporting period, with the change in the fair value being classified as 
unrealized gains and losses in revenue in the statement of earnings.  The fair value of the commodity price risk 
contracts is estimated based on the mark-to-market method of accounting, using publicly quoted market prices or, 
in their absence, third-party market indications and forecasts priced on the last trading day of the applicable 
period and are therefore classified as Level 2.  For the three and six months ended June 30, 2011, realized gains 
of $0.3 million and $0.5 million, respectively, were recorded as revenue (six months ended June 30, 2010 – 
realized gains of $0.4 million).  As at June 30, 2011, the Company recorded a liability related to the unrealized 
losses on financial contracts of $2.5 million reflecting the fair value of the crude oil and natural gas contracts 
outstanding at June 30, 2011 (December 31, 2010 – a liability of $1.0 million; June 30, 2010 – an asset of $0.3 
million).   

Average realized prices Q2 2011  Q1 2011 Q2 2010  YTD 2011 YTD 2010 

Light crude oil (per bbl) $ 94.52 $ 84.74 $ 74.82 $ 90.01 $ 76.29 

   after realized risk management gains/losses 83.95 72.55 70.97 78.68 72.67 

Natural gas (per mcf) 4.18 3.97 4.11 4.08 4.66 

   after realized risk management gains/losses 4.56 4.38 4.59 4.47 4.85 

Natural gas liquids (per bbl) 68.75 70.36 70.64 69.22 69.73 

Total per boe 34.01 30.50 30.35 32.41 34.14 

   after realized risk management gains 35.11 31.70 32.57 33.55 34.76 

BENCHMARK PRICES      

WTI oil (US$ per bbl) 102.54 94.13 77.85 98.36 78.27 

AECO Daily Index (CAD$ per gj) 3.67 3.58 3.69 3.63 4.18 

Currency (US$/CAD$) 0.9676 0.9860 1.027 0.9768 1.034 
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As at June 30, 2011, the Company had the following financial contracts: 

Natural  gas  Volume Pricing Point Price Term 

Put (1) 2,000 gj/d AECO Monthly $ 4.75/gj January ’10 – December ‘11 

Put 6,140 gj/d AECO Monthly $ 4.00/gj January ’11 – December ‘11 

Call 3,000 gj/d AECO Monthly $ 7.40/gj January ’13 – December ‘13 

Crude Oil      

Put (2) 200 bbl/d WTI – Nymex CAD $ 75.00/bbl January ’10 – December ‘11 

Call 100 bbl/d WTI – Nymex CAD $ 88.25/bbl January ’13 – December ‘13 

Call 200 bbl/d WTI – Nymex $ 72.50/bbl January ’13 – December ‘13 

(1) The net floor for this contract reflects the deferred cost of $1.05/gj paid over the course of the contract.  The strike price of the put is 
$5.80/gj before the deferred cost. 

(2) The net floor for this contract reflects the deferred cost of $11.00/bbl paid over the course of the contract.  The strike price of the put is 
$86.00/bbl before the deferred cost. 

The total volumes hedged for the period of July 2011 to December 2013 are detailed below.   

Natural Gas   Q3 ’11  Q4 ‘11  2013 

Puts        

Volumes – gj/d   8,140 8,140   

Net floor ($/gj)   $4.18 $4.18   

Call       

Volumes – gj/d      3,000 

Net ceiling ($/gj)      $7.40 

Crude Oil        

Put       

Volumes – bbl/d   200 200   

Net floor (CAD$/bbl)   $75.00 $75.00   

Call       

Volumes – bbl/d      300 

Net ceiling (CAD$/bbl)      $77.75 

The Company will continue to monitor forecasted volumes and commodity prices and may layer in additional 
downside protection, generally using puts, in order to allow full exposure to any positive price movements. 

The Company’s financial derivative trading activities are conducted pursuant to the Company’s Hedging Policy 
Manual approved by the board of directors.  The Hedging Policy Manual has the objectives of reducing risk 
exposure to budgeted annual funds generated from operations resulting from uncertainty or changes in 
commodity prices; limiting financial contract volumes up to a maximum of 50% of forecasted production, unless 
otherwise approved by the Board of Directors; and limiting financial derivative trading activity to counter-parties 
that provide sufficient collateral in support of payment or have investment grade credit ratings. 

Petroleum and natural gas sales 

($000’s) Q2 2011  Q1 2011 Q2 2010 
 YTD 2011 YTD 2010 

Natural gas $ 5,254 $ 4,394 $ 6,394 $ 9,648 $ 14,178 

Crude oil and natural gas liquids 3,224 1,988 2,500 5,212 5,772 

Realized risk management gains  273 250 649 523 366 

Petroleum and natural gas sales (net) $ 8,751 $ 6,632 $ 9,543 $ 15,383 $ 20,316 

$/boe $ 35.11 $ 31.70 $ 32.57 $ 33.55 $ 34.76 

Petroleum and natural gas sales for the Quarter, before royalties and transportation costs, were $8.8 million ($6.6 
million – Previous Quarter; $9.5 million – Q2 2010). The increase from Q1 2011 is attributable to an 18% increase 
in production as well as an 11% increase in realized prices during the Quarter.  The Company realized gains of 
$0.3 million, net of premiums, on crude oil and natural gas financial contracts during the Quarter (gains of $0.2 
million – Previous Quarter).  
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Royalties 

($000’s) Q2 2011  Q1 2011 Q2 2010 
 YTD 2011 YTD 2010 

Royalties $ 1,223 $ 764 $ 1,414 $ 1,987 $ 3,139 

Percentage of petroleum and natural gas sales 
(before realized risk management gains) 14.4% 12.0% 15.9% 13.4% 15.7% 

$/boe $ 4.90 $ 3.65 $ 4.83 $ 4.33 $ 5.37 

Royalties are paid to the owners of the mineral rights with whom leases are held, including provincial 
governments. Overriding royalties are also paid to other parties according to contracts. In Alberta, a Crown royalty 
is invoiced on the Crown’s share of production based on a monthly established Alberta Reference Price. The 
Alberta Reference Price is a monthly weighted average price of gas consumed in Alberta and gas exported from 
Alberta reduced for transportation and marketing allowances.  Gas cost allowance and other incentive schemes 
serve to reduce the effective royalty rate.   

With the introduction of a New Royalty Framework (“NRF”) by the Province of Alberta, commencing January 1, 
2009, and the Amended Royalty Framework (“ARF”) which took effect January 1, 2011, Crown royalties are 
sensitive to production rates for each well and to changes in the commodity price.  In this low commodity price 
environment, the decrease in the reference price used for the calculation of Crown royalties has had a significant 
impact on the royalty rates charged by the Crown.  Additionally, the Province of Alberta introduced a reduced 
royalty rate of 5% for wells that are brought on production after April 1, 2009.  This applies for the first 12 months 
of production or to a maximum of 500,000 Mcfs for natural gas wells or 50,000 barrels for crude oil wells, 
amended to 60,000 barrels and 24 months for horizontal oil wells drilled on or after May 1, 2010 and more than 
2,500 meters in total length.  Seaview has brought on several new wells since April 1, 2009 which qualified for this 
reduced royalty rate, several of which currently remain at this rate.   

Royalties for the Quarter totaled $1.2 million ($0.8 million – Previous Quarter; $1.4 million – Q2 2010). As a 
percentage of sales, royalties averaged 14.4% or $4.90 per boe during the Quarter (12.0% and $3.65 per boe for 
the Previous Quarter; 15.9% and $4.83 per boe – Q2 2010).   The royalty rate for Q2 2011 is higher than the 
Previous Quarter due to a higher Crown reference price as well as having several wells reaching their production 
limits for the above referenced 5% royalty rate during the quarter.  The overall royalty rate remains lower than the 
Prior Year Q2 as the Company still has approximately 29% of its production attracting the 5% royalty rate. 

Operating expenses 

($000’s) Q2 2011  Q1 2011 Q2 2010 
 YTD 2011 YTD 2010 

Operating expenses $ 2,090 $ 1,749 $ 2,365 $ 3,839 $ 5,597 

$/boe $ 8.39 $ 8.36 $ 8.07 $ 8.37 $ 9.58 

Operating expenses for the Quarter were $2.1 million ($1.7 million – Previous Quarter; $2.4 million – Q2 2010) 
and on a unit-of-production basis, operating expenses averaged $8.39 per boe ($8.36 per boe – Previous 
Quarter; $8.07 per boe – Q2 2010).  The operating expenses on a per boe basis for the Quarter are consistent 
with both the Previous Quarter and Q2 2010. 

Transportation expense  

($000’s) Q2 2011  Q1 2011 Q2 2010 
 YTD 2011 YTD 2010 

Transportation expense $ 341 $ 300 $ 405 $ 641 $ 781 

$/boe $ 1.37 $ 1.43 $ 1.38 $ 1.40 $ 1.33 

For the Quarter, transportation expense totaled $0.3 million or $1.37 per boe ($0.3 million or $1.43 per boe – 
Previous Quarter; $0.4 million or $1.38 per boe – Q2 2010).  As Seaview’s production is weighted approximately 
85% to natural gas, the majority of Seaview’s transportation expenses relate to natural gas pipeline tariff charges.  
Transportation expense per boe for the Quarter is consistent with both the Previous Quarter as well as Q2 2010.   

 

 



13            SEAVIEW ENERGY INC: Q2 2011 REPORT 
 

 

General and administrative (“G&A”) 

($000’s) Q2 2011  Q1 2011 Q2 2010 
 YTD 2011 YTD 2010 

G&A expenses $ 966 $ 1,023 $ 1,340 $ 1,989 $ 2,641 

Capitalized G&A (385) (340) (442) (725) (961) 

Overhead recoveries (171) (181) (147) (352) (264) 

Net G&A expenses 410 502 751 912 1,416 

$/boe $ 1.65 $ 2.40 $ 2.56 $ 1.99 $ 2.42 

During the Quarter, G&A, net of overhead recoveries on operated properties and capitalized expenditures, totaled 
$0.4 million ($0.5 million – Previous Quarter; $0.8 million – Q2 2010).  On a unit-of-production basis, G&A 
expenses were $1.65 per boe ($2.40 per boe – Previous Quarter; $2.56 per boe – Q2 2010).  The G&A per boe 
for the Quarter was lower than the Previous Quarter due to the increase in production with no corresponding 
increase in G&A expenses.   

Finance expense  

($000’s) Q2 2011  Q1 2011 Q2 2010 
 YTD 2011 YTD 2010 

Interest expense $ 377 $ 202 $ 288 $ 579 $ 622 

Unrealized gain on financial contracts  -  -  (5)  -  (24) 

Accretion on decommissioning obligations  46  44  39  90  92 

Accretion on Convertible Class B share 
liability  186  182  172  368  341 

Net finance expense  609  428  494  1,037  1,031 

$/boe $ 2.44 $ 2.05 $ 1.69 $ 2.26 $ 1.76 

Interest expense, representing interest paid on drawn amounts of the secured credit facility, standby fees and 
banking fees, during the Quarter was $0.4 million or $1.51 per boe ($0.2 million or $0.96 per boe – Previous 
Quarter; $0.3 million or $0.98 per boe – Q2 2010) which also included $0.1 million of non-recurring renewal fees.  
The average balance of debt drawn during the Quarter was $30.1 million ($21.0 million – Previous Quarter; $22.6 
million – Q2 2010), with an average interest rate of 4.1% per annum paid during the Quarter (3.4% per annum – 
Previous Quarter; 3.2% per annum – Q2 2010).  Included in interest expense are standby fees of 0.4% per 
annum based on an average unutilized debt capacity of $21.9 million for the Quarter ($31.0 million – Previous 
Quarter; $29.4 million – Q2 2010).   

Share based compensation 

The Company has a stock option plan, which is fully described in Note 10 of the unaudited condensed interim 
consolidated financial statements.  At June 30, 2011, 5,589,500 options were outstanding with an average 
exercise price of $1.40 and a weighted average remaining contractual life of 2.7 years (5,233,750 options 
outstanding at June 30, 2010 at an average exercise price of $1.51 with a weighted average remaining 
contractual life of 3.4 years).  Of the total number of options outstanding at June 30, 2011, options totaling 
3,298,352 are vested and available for exercise at a weighted average exercise price of $1.44 per option. 

For the Quarter and YTD 2011, the Company recorded a compensation expense of $0.1 million and $0.3 million, 
respectively ($0.1 million – Previous Quarter; $0.2 million and $0.5 million, respectively – Q2 2010 and YTD 2010) 
and capitalized $0.1 million and $0.3 million, respectively ($0.1 million – Previous Quarter; $0.2 million and $0.5 
million, respectively – Q2 2010 and YTD 2010). 

On January 5, 2011, the Company granted options to acquire up to 187,500 Class A shares at a price of $1.19 
per share, none of which were granted to officers or directors of the Company.   

Depletion and depreciation (“D&D”) 

The Quarter and YTD 2011 provision for D&D totaled $6.0 million and $10.9 million, respectively ($4.9 million – 
Previous Quarter; $6.0 million and $12.0 million, respectively – Q2 2010 and YTD 2010). On a unit-of-production 
basis, D&D costs averaged $24.14 per boe for Q2 2011 ($23.54 per boe – Previous Quarter; $20.45 per boe – Q2 
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2010 and YTD 2010).  D&D per boe for Q2 2011 is higher than Q1 2011 as the increase in the depletable base 
due to completion and equip and tie-in capital spending on the new Wapiti wells during the quarter had no 
corresponding increase in the proven reserve base (reserves were added in prior quarters).  In comparing the 
Quarter to the Prior Year Q2, D&D per boe has increased as, on a proportionate basis, the increase to the 
depletable base due to capital spending on the new Wapiti wells was greater than the increase in the proven 
reserve base.  

Exploration and evaluation expenditures (“E&E”) 

During the Quarter, the Company expensed $12,700 of pre-license exploration costs ($0.2 million – Previous 
Quarter; nil – Q2 2010 and YTD 2010).  The expenditures are due to efforts relating to new core areas to the 
Company and relate mostly to geological and geophysical costs associated with new prospective plays. 

Unrealized gains (losses) on financial contracts 

The Company has elected not to use hedge accounting and accordingly, the fair value of the financial contracts 
(as discussed in Note 4 of the unaudited condensed interim consolidated financial statements) is recorded at 
each period end.  The fair value may change substantially from period to period based on the period ending 
commodity forward strip prices for the financial contracts outstanding at the balance sheet date.  The change in 
fair value from period end to period end is reflected in the earnings for that period.  As a result, earnings may 
fluctuate considerably based on the period ending commodity forward strip prices. 

The fair value at June 30, 2011 of commodity contracts outstanding was an unrealized loss or a liability, net of 
unrealized gains, of $2.5 million (December 31, 2010 – unrealized loss (liability) of $1.0 million).  During the 
Quarter, the Company recorded an unrealized loss of $0.1 million, and YTD 2011 recorded an unrealized loss of 
$1.5 million, as a result of the change in fair value over the respective periods ($1.4 million loss – Previous 
Quarter; $0.8 million gain and a $1.9 million loss, respectively – Q2 2010 and YTD 2010).  Forward strip prices for 
crude oil have increased during Q2 2011 resulting in unrealized losses for the quarter while natural gas prices 
have decreased only slightly from the year end 2010 prices resulting in offsetting unrealized gains for Q2 2011. 

Deferred income taxes  

A deferred income tax reduction of $0.5 million and $1.5 million has been recorded for the Quarter and YTD 2011, 
respectivley (a reduction of $1.0 million – Previous Quarter; an expense of $3.3 million and $4.2 million, 
respectively – Q2 2010 and YTD 2010).  As the Company has recorded a loss before taxes for the Quarter, a 
reduction of deferred income taxes is expected.  No current tax expense has been recorded as Seaview is not 
subject to capital taxes and has no current income tax liability.  
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Net income (loss) and funds flow from operations 

Net loss for the Quarter and YTD 2011 was $1.7 million and $4.4 million, respectively ($2.8 million net loss – 
Previous Quarter; $10.0 million and $9.8 million net income, respectively – Q2 2010 and YTD 2010).  Basic and 
diluted net loss per share for the Quarter and YTD 2011 was $0.03 and $0.07, respectively (basic and diluted net 
loss per share of $0.04 – Previous Quarter; basic net income per share of $0.15 – Q2 2010 and YTD 2010, and 
diluted net income per share of $0.13 – Q2 2010 and YTD 2010).  Funds flow from operations was $4.3 million 
and $7.2 million for the Quarter and YTD 2011, respectively ($2.9 million – Previous Quarter; $4.3 million and 
$8.8 million – Q2 2010 and YTD 2010).  Basic and diluted funds flow from operations per share for the Quarter 
and YTD 2011 was $0.07 and $0.05, respectively (basic and diluted funds flow from operations per share was 
$0.05 – Previous Quarter; basic funds flow from operations per share was $0.07 and $0.13, respectively – Q2 
2010 and YTD 2010, and diluted funds flow from operations per share was $0.05 and $0.11, respectively – Q2 
2010 and YTD 2010). 

Netbacks, Funds Flow from Operations and Net Income  (Loss) ($/boe)   

 Q2 2011  Q1 2011 Q2 2010 
 YTD 2011 YTD 2010 

Petroleum and natural gas sales $ 35.11 $ 31.70 $ 32.57 $ 33.55 $ 34.76 

Less:      

 Royalties 4.90 3.65 4.83 4.33 5.37 

 Operating expenses 8.39 8.36 8.07 8.37 9.58 

 Transportation expense 1.37 1.43 1.38 1.40 1.33 

Net operating income (operating netback) $ 20.45 $ 18.26 $ 18.29 $ 19.45 $ 18.48 

 General and administrative 1.65 2.40 2.56 1.99 2.42 

 Finance expense  2.44 2.05 1.69 2.26 1.77 

Funds flow from operations $ 16.36 $ 13.81 $ 14.04 $ 15.20 $ 14.29 

 Depletion and depreciation  24.14 23.54 20.45 23.87 20.45 

 Unrealized (gain) loss on financial derivatives 0.38 6.71 2.65 3.26 (3.23) 

 Stock option compensation 0.53 0.69 0.61 0.61 0.84 

 Gain on sale of property, plant and equipment - - (55.08) - (27.63) 

 Pre-license expenditures and other 0.05 0.80 - 0.40 - 

 Future income tax (reduction) expense (2.12) (4.65) 11.26 (3.28) 7.13 

Net income (loss) ($/boe) $ (6.62) $ (13.28) $ 34.15 $ (9.66) $ 16.73 

 



16            SEAVIEW ENERGY INC: Q2 2011 REPORT 
 

 

 

 
 
(1) The Company uses “funds flow from operations” and “funds flow from operations per share” which do not have any standardized meaning prescribed by IFRS.  The terms 

are used to analyze operating performance and leverage.  The Company uses “Netback per boe” and “Operating Netback” which do not have any standardized meaning 
prescribed by IFRS.  The terms are used to evaluate performance and in capital allocation decisions. 

(2) Weighted average diluted shares outstanding for Q2 2010 includes the impact of the conversion of the Class B shares and the effect of the granted options.  All other 
quarters exclude both the conversion of the Class B shares and the effect of the granted options as they would have been anti-dilutive. 

(3) Capital expenditures include the cash additions for the period. 
(4) The quarterly table contains both IFRS and CGAAP numbers.  Comparatives before 2010 have not been restated to reflect the changes in accounting policies as a result 

of adopting IFRS. 

SELECTED QUARTERLY INFORMATION 

Financial  
($000’s except per share amounts) (4) 

Q3 2009 
(CGAAP) 

Q4 2009 
(CGAAP) 

Q1 2010 
(restated 

under IFRS) 

Q2 2010 
(restated 

under IFRS) 

Q3 2010 
(restated 

under IFRS) 

Q4 2010 
(restated 

under IFRS) 

Q1 2011 

 

Q2 2011 

 

Petroleum and natural gas sales $ 8,664 $ 10,377 $ 11,056 $ 8,894 $ 6,486 $ 6,950 $ 6,382 $ 8,478 

Funds flow from operations (1) 4,110 5,024 4,441 4,320 4,388 3,938 2,947 4,297 

 Basic per share 0.06 0.08 0.07 0.07 0.07 0.06 0.05 0.07 

 Diluted per share (2) 0.06 0.08 0.07 0.05 0.07 0.06 0.05 0.07 

Net income (loss) (2,907) (2,366) (235) 10,010 (835) (2,895) (2,778) (1,650) 

 Basic per share (0.04) (0.04) 0.00 0.15 (0.01) (0.04) (0.04) (0.03) 

 Diluted per share (2) (0.04) (0.04) 0.00 0.13 (0.01) (0.04) (0.04) (0.03) 

Capital expenditures (3) 3,931 5,368 8,017 4,758 5,556 11,517 12,967 3,712 

Property acquisitions (dispositions) - 3,840 - (16,807) - 3,315 - - 

Net debt  36,131 40,309 43,896 11,230 12,395 23,240 33,244 32,659 

Shares outstanding at period end (000’s) 

 Class A 65,419 65,433 65,454 65,479 65,489 65,537 65,553 65,553 

 Class B 1,054 1,054 1,054 1,054 1,054 1,054 1,054 1,054 

Operations 

Daily production         

 Natural gas (mcf/d) 12,486 13,703 16,544 17,084 13,299 14,016 12,286 13,810 

 Light oil and NGLs (bbl/d) 432 445 480 374 322 305 277 437 

Total production (boe/d) 2,513 2,729 3,237 3,221 2,538 2,641 2,325 2,739 

 Natural gas (per mcf) $ 5.43 $ 6.06 $ 5.12 $ 4.59 $ 4.34 $ 4.48 $ 4.38 $ 4.56 

 Light oil and NGL (per bbl) 61.03 66.92 72.92 70.87 64.46 66.27 71.78 75.97 

Netback per boe         

 

Sales price (net of risk 
management gains or 
losses) $ 37.47 $ 41.33 $ 36.98 $ 32.57 $ 30.89 $ 31.45 $ 31.70 $ 35.11 

 Royalties 3.50 4.52 5.92 4.83 2.14 3.02 3.65 4.90 

 Operating expenses 11.34 11.80 11.10 8.07 5.12 5.44 8.36 8.39 

 Transportation 1.35 1.27 1.29 1.38 1.48 1.63 1.43 1.37 

Operating netback $ 21.28 $ 23.74 $ 18.67 $ 18.29 $ 22.15 $ 21.36 $ 18.26 $ 20.45 
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SHARE INFORMATION 

 Three months ended June 30 Six months ended June 30  

 2011 2010 2011 2010 

Weighted average shares outstanding     

 Basic  65,553,018 65,470,875 65,547,541 65,454,540 

 Diluted 65,553,018 79,906,564 65,547,541 79,902,614 

Outstanding securities at period end    

 Class A shares  65,553,018 65,479,350 

 Convertible Class B shares  1,053,540 1,053,540 

 Options, Class A shares  5,589,500 5,233,750 

Outstanding securities at August 17, 2011    

 Class A shares  65,553,018  

 Convertible Class B shares  1,053,540  

 Options, Class A shares  5,589,500  

Per share amounts have been calculated using the weighted average number of shares outstanding during the 
year.  The effect of the conversion of the Class B shares and the effect of options granted have both been 
excluded from the weighted average diluted share calculation for the three and six months ended June 30, 2011 
as they would have been anti-dilutive, while the impact of both the conversion of the Class B shares and the 
options granted have been included for the three and six months ended June 30, 2010 as they were dilutive. 

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 a thirty consecutive trading day period 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. 

CAPITAL EXPENDITURES 

For the Quarter and YTD 2011, capital expenditures totaled $3.9 million and $17.0 million, respectively ($13.1 
million – Previous Quarter; $12.7 million and $4.3 million recovery, respectively – Q2 2010 and YTD 2010).  The 
table below summarizes the capital expenditures during the Quarter, the Previous Quarter and Q2 2010 as well 
as YTD 2011 and YTD 2010. 

For the quarter ending June 30, 2011, the Company finalized completions and equipped for production 3 Wapiti 
Cardium wells.  These wells were completed with multi-frac completion techniques.  The capital expenditures for 
the quarter included these completion costs as well as pipeline and facility costs to bring these wells on 
production at the end of the previous quarter or beginning of Q2 2011.  As of June 30, 2011, the Company earned 
a total of $6.2 million dollars of Alberta Royalty Drilling Credits of which $2.6 million had been collected and $0.1 

($000’s) Q2 2011  Q1 2011 Q2 2010 
 YTD 2011 YTD 2010 

Geological and geophysical $ 12 $ - $ 473 $ 12 $ 485 

Drilling and Completions (gross) 2,760 8,538 5,007 11,298 9,515 

Alberta Drilling Credits - - - - (1,559) 

Tangible equipment 1,132 4,160 584 5,292 2,245 

Development Capital $ 3,904 $ 12,698 $ 6,064 $ 16,602 $ 10,686 

Exploration & evaluation capital (note 9) (55) 399 (1,063) 344 2,617 

Asset retirement obligations  - 43 (757) 43 (684) 

Property disposition  -  (16,946) - (16,946) 

Total capital expenditures $ 3,849 $ 13,140 $ (12,702) $ 16,989 $ (4,327) 
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million remains in accounts receivable.  Due to the low commodity price environment during this credit program, 
the Company did not incur sufficient Crown royalty expense to collect the remaining $3.5 million.  As most 
companies that earned credits during this program also had excess credits over royalty expense, there was no 
market to sell any of these surplus credits and accordingly, these amounts expired at March 31, 2011. 

CAPITALIZATION AND CAPITAL RESOURCES 

The Company’s total capitalization was $105.8 million at June 30, 2011 with the market value of Class A and 
Class B shares representing 69% of the total capitalization ($109.9 million at December 31, 2010 with the market 
value of Class A and Class B shares representing 79%).  The market value of the Company’s shares at June 30, 
2011 was $73.1 million ($86.6 million – December 31, 2010). 

Capitalization  June 30, 2011 December 31, 2010 

Bank debt ($000’s) $ 32,483 $ 16,494 

Working capital deficiency ($000’s)(1) 176 6,746 

Net debt ($000’s) 32,659 23,240 

Class A shares outstanding  65,553,018 65,536,768 

 Class A share price (2) $ 0.99 $ 1.19 

 Class A market capitalization ($000’s) $ 64,897 $ 77,989 

Class B shares outstanding 1,053,540 1,053,540 

 Class B share price (2) $ 7.78 $ 8.20 

 Class B market capitalization ($000’s) $ 8,197 $ 8,639 

Total market capitalization ($000’s) $ 73,094 $ 86,628 

Total capitalization ($000’s)  $ 105,753 $ 109,868 

Net debt as a percent of total capitalization 31% 21% 

Funds flow from operations ($000’s)(3) $ 14,488 $ 17,088 

Net debt to funds flow from operations ratio 2.25 1.36 

(1) Working Capital excludes the current portion of deferred income taxes and financial contracts. 

(2) Represents the closing price on the TSX Venture Exchange at period end.  

(3) Funds flow from operations is calculated as cash flow from operations before the change in non-cash operating working capital and expenditures on 
abandonments.  Funds flow from operations at June 30, 2011 is the six months funds flow of $7.2 million annualized. 

Bank facility 

As at June 30, 2011, the Company had a revolving demand credit facility with an authorized borrowing amount of 
$44 million, with interest and other fees charged at the bank’s prime rate plus a rate as determined by a pricing 
grid.  The Company also has a development line in the amount of $8 million that can be accessed for 
development projects, subject to lender review.  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, 2011, the revolving demand credit facility was drawn to $32.5 million.  The Company also had an 
issued letter of credit in the amount of approximately $0.1 million.   

The next interim review is scheduled for September, 2011.  These reviews are based primarily on reserves and 
using commodity prices estimated by the lender, as well as other factors.  A decrease in the borrowing base could 
result in a reduction to the credit facility available upon the next scheduled review which may require a repayment 
to the bank. 
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Investing program funding 

 Three months ended June 30 Six months ended June 30  

($000’s) 2011 2010 2011 2010 

Funds flow from operations $ 4,297 $ 4,320 $ 7,244 $ 8,761 

Changes in non-cash working capital (6,546) (6,357) (6,571) (726) 

Expenditures on abandonments - - (2) (21) 

Proceeds from issuance of shares/options (net of costs) - 13 19 23 

Proceeds from (repayment of) bank debt 5,961 (26,308) 15,989 (28,352) 

Proceeds from property disposition - 33,090 - 33,090 

Change in cash during the period - - - - 

Capital expenditures funded by cash during the period $ 3,712 $ 4,758 $ 16,679 $ 12,775 

The Company’s capital investment program during the relevant periods was funded by the issuance of equity, 
draws or repayments on credit facilities and cash flows. 

Working capital 

The capital intensive nature of the Company’s activities may create a negative working capital position in periods 
with high levels of capital investment.  The working capital (excluding the current portion of financial contracts) 
increased from a deficit of $23.2 million as at December 31, 2010 and a deficit of $11.2 million as at June 30, 
2010 to a deficit of $32.7 million as at June 30, 2011 as a result of the capital program during the respective 
periods.  

Substantially all of the Company’s petroleum and natural gas production is marketed to purchasers with 
investment grade credit ratings.  The industry has a pre-arranged monthly clearing day for payment of revenues 
from all buyers of crude oil and natural gas.  This occurs on the 25th day following the month of sale.  As a result, 
the Company’s production revenues are collected in a timely fashion.  The Company monitors its revenue 
counterparty credit positions to mitigate any potential credit losses.  To the extent the Company has joint interest 
partners in its activities it must collect, on a monthly basis, all of its partners’ share of capital and operating 
expenses.  These are subject to normal collection risk.  The Company normally collects significant amounts 
related to partners’ share of capital amounts in advance of expenditures taking place, in accordance with standard 
industry operating procedures.  Accounts payable consist of amounts payable to suppliers on field operating 
activities and capital spending activities.  These invoices are processed within the Company’s normal payment 
period.  At June 30, 2011, the Company had no material accounts receivable that it deemed uncollectible. 

The Company actively manages its capital structure.  The Company’s objectives when managing capital are to 
maintain a flexible capital structure to allow it to execute on its capital investment program, which includes 
investing in oil and gas activities that may or may not be successful.  The Company will strive to balance the 
proportion of debt and equity in its capital structure to take into account the level of risk being incurred in its 
capital expenditures. 

GUARANTEES/OFF-BALANCE SHEET ARRANGEMENTS 

The Company has no guarantees or off-balance sheet arrangements, except for certain lease agreements.  
Seaview has certain lease agreements that are entered into in the normal course of operations.  All leases are 
treated as operating leases whereby the lease payments are included in operating expenses or G&A expense 
depending on the nature of the lease.  No asset or liability value has been assigned to these leases on the 
balance sheet as at June 30, 2011.  The total future obligation from these operating leases is described below in 
the section “Contractual obligations and commitments”. 

CONTRACTUAL OBLIGATIONS AND COMMITMENTS 

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. 
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The Company enters into natural gas and crude oil financial contracts from time to time, some of which may have 
premiums attached to them (see Note 4).  The future premiums Seaview is committed to pay are included in the 
table below.   

The Company’s future contractual commitments are highlighted below: 

  Total 2011 2012 

Operating leases  $ 407 144 263 

Financial instrument premiums  $ 791 791 - 

Total contractual obligations  $ 1,198 935 263 

 

OUTLOOK  

The Company’s focused long-life, low cost Peace River Arch assets and available credit capacity provides a 
stable capital base to support continued capitalization of Seaview’s emerging Wapiti Cardium light oil resource 
play.  Management believes that continued improvement on the latest LPG based fracture treatments has 
significantly enhanced the economic viability of Wapiti. 

The drilling program over the remainder of 2011 will be financed through available cash-flow and focus on 
completing earning on farm-in lands as first priority and drilling development locations offsetting existing Cardium 
horizontal producers offering the highest potential.  

Seaview has the following characteristics: 

� Total Proven reserves of 6,578 Mboe (23% light oil and natural gas liquids).  Total Proven plus Probable 
reserves of 11,823 Mboe (26% light oil and natural gas liquids), effective December 31, 2010, as 
evaluated by Sproule Associates Ltd. using National Instrument 51-101 reserve definitions; 

� Reserve life index is 11.8 years based on Total Proven plus Probable reserves and Q2 2011 production 
of 2,739 boe per day; 

� Seaview has established significant positions in resource plays providing for longer-term growth potential 
in a diverse portfolio of assets targeting both light oil and natural gas plays, including: 

o In Wapiti, the Company has assembled a sizable land position targeting a Cardium light oil 
resource play: 

� Exposure to earn up to 42.5 sections (22.8 net) of prospective Cardium rights; 

� An extensive drilling inventory with over 170 horizontal development locations (91 net); 

� Scalable project targeting high quality light oil (41 degree API), and natural gas with high 
liquid recovery NGL’s; and 

� Excellent operational focus featuring a large contiguous land position directly offsetting 
the Company’s recent successful Cardium exploration activities. 

o In Pouce Coupe, the Company holds interests in 21 sections (4.5 net) of land targeting a Doig-
Montney natural gas resource play.  Seaview’s land position is on trend with successful industry 
development activities further reducing the risk of full development when economics are more 
viable; 

� Commodity hedging program providing for downside protection on 8,913 mcfe per day for 2011 at  a “net 
of cost” floor price of $5.50/mcfe, providing minimum 2011 revenue of $17.9 million; and 

� 65.55 million Class A shares and 1.0 million Class B shares outstanding, as at June 30, 2011. 



21            SEAVIEW ENERGY INC: Q2 2011 REPORT 
 

 

CRITICAL ACCOUNTING ESTIMATES 

The reader is advised that the critical accounting estimates, policies and practices as described in the MD&A at 
December 31, 2010 in conjunction with those discussed in the notes to the unaudited condensed interim 
consolidated financial statements at March 31, 2011 continue to be critical in determining Seaview’s financial 
results as at June 30, 2011. 

CHANGES IN ACCOUNTING POLICIES AND RECENT ACCOUNTIN G PRONOUNCEMENTS 

International Financial Reporting Standards (“IFRS”) 

On January 1, 2011, the Company transitioned to IFRS, with the date of adoption of January 1, 2010.  On the 
date of adoption, the Company restated the account balances to IFRS and the financial reporting will be in 
accordance with IFRS hereafter.  A full description of the new accounting policies is outlined in Note 3 to the 
unaudited condensed interim consolidated financial statements for the Company for the period ended March 31, 
2011.  Additionally, transition date information and reconciliations between IFRS and previous GAAP for 
comparative periods in 2010 are described in Note 15 to the unaudited condensed interim consolidated financial 
statements for the Company for the periods ended March 31, 2011 and June 30, 2011.  The adoption of IFRS has 
not led to any changes in the business operations, capital strategies or funds flow of the Company. 

Seaview’s significant areas of impact include property, plant and equipment, share based payments, depletion, 
depreciation and accretion and Class B share classification.  The following discussion provides an overview of 
these areas as well as the exemptions available under IFRS 1, “First-time Adoption of International Financial 
Reporting Standards” (“IFRS 1”).  IFRS 1 provided entities adopting IFRS for the first time with a number of 
optional exemptions and mandatory exceptions in certain areas to the general requirement for full retrospective 
application of IFRS. 

• Property, plant and equipment (“PP&E”):  Under previous GAAP, Seaview applied full cost accounting in 
which all costs directly associated with the acquisition of, the exploration for, and the development of 
natural gas and crude oil reserves were capitalized on a country-by-country cost centre basis.  Costs 
accumulated within each country cost centre were depleted using the unit-of-production method based on 
proved reserves determined using estimated future prices and costs.  Upon transition to IFRS, Seaview 
has adopted new accounting policies for upstream activities, including pre-exploration costs, exploration 
and evaluation costs and development costs, as discussed below. 

Pre-exploration costs are expenditures incurred prior to obtaining the legal right to explore and must be 
expensed under IFRS.  Under previous GAAP, Seaview capitalized and depleted such costs within the 
full cost pool.  These costs are not anticipated to be significant to the Company. 

Exploration and Evaluation costs (“E&E”) are expenditures incurred for an area or property for which 
technical feasibility and commercial viability has not been determined.  Upon transition to IFRS, Seaview 
has re-classified all E&E expenditures that were included in the PP&E balance under previous GAAP on 
the consolidated balance sheet.  This includes the cost for Seaview’s undeveloped exploratory land that 
relates to exploration properties.  Seaview will not amortize its E&E assets but will assess them for 
impairment when there are indicators for possible impairment, such as allowing the mineral rights lease to 
expire or a decision to no longer pursue exploration and evaluation of a specific E&E asset, at which time 
the costs would be expensed.  Upon transition to IFRS, approximately $0.4 million of PP&E was 
reclassified on the balance sheet to intangible exploration costs representing E&E assets. 

Development costs are expenditures incurred for an area or property where technical and commercial 
feasibility has been determined.  Seaview will continue to capitalize these costs.  Under previous GAAP, 
these costs were depleted on a unit-of-production basis at a country cost centre level but under IFRS 
these costs will be depleted on a unit-of-production basis over an area level (unit of account).  Also under 
IFRS, a company has the option of choosing the reserve base that it will use for its depletion calculation, 
whether proven reserves, which is consistent with previous GAAP, or proven plus probable reserves.  
Seaview has determined that it will use proven reserves as the basis over which its depletion will be 
calculated.  Accordingly, depletion costs will be consistent with the amount that would have been 
calculated under previous GAAP.   
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Divestitures of an oil and gas property under IFRS will generally result in a gain or loss recognized in 
earnings.  Under previous GAAP, proceeds of divestitures were deducted from the full cost pool without 
recognition of a gain or loss unless such a deduction resulted in a change to the depletion rate of 20 
percent or greater.  Seaview has a restatement to the comparative second quarter 2010 financial 
statements showing a gain on sale regarding the disposition of our Saskatchewan properties in April 
2010. 

As at the date of transition, being January 1, 2010, for entities using the full cost accounting method, 
IFRS 1 provided an option to deem the cost of its PP&E assets to equal its previous GAAP net book 
value.  Seaview has applied this option.  The IFRS E&E costs will be equal to those that would have been 
recognized as such under previous GAAP using proved plus probable reserves as a basis for determining 
technical feasibility and commercial viability.  The remaining net book value of the full cost pool on the 
date of transition following the removal of E&E costs was allocated to the unit of account development 
cost centres on the basis of Seaview’s proved plus probable reserve values. 

• Impairment of PP&E assets:  Under IFRS, impairment tests of PP&E must be performed at a cash-
generating unit level instead of at the country cost centre under previous GAAP using the greater of value 
in use or fair value less costs to sell.  Assets will be assessed for impairment when indicators suggest the 
possibility of impairment; therefore, there may be more frequent impairments of assets under IFRS.  
Under IFRS, impairment losses, other than goodwill, are reversed when there is an increase in the 
recoverable amount.  Seaview has grouped its assets into cash-generating units, which were identified on 
the basis of cash inflows being independent from other assets or groups of assets, and will test them for 
impairment using the greater of value in use or fair value less costs to sell.  Assets were required to be 
assessed for impairment upon transition to IFRS.  A small impairment of oil and gas assets of 
approximately $2.5 million was calculated on transition to IFRS, having used the fair value less costs to 
sell to measure the fair value of its cash-generating units.  As well, Seaview has determined an 
impairment to its Goodwill balance at transition which has been written off from its opening IFRS balance 
sheet as at January 1, 2010. 

• Provisions:  Under IFRS, decommissioning obligations, disclosed as asset retirement obligations under 
previous GAAP, can be calculated using either a risk free discount rate, which differs from previous 
GAAP, or a credit adjusted risk-free interest rate, which is consistent with previous GAAP, to discount 
future cash flows.  Seaview has used the credit adjusted risk-free rate and therefore charges remain the 
same as the amount that had been calculated under previous GAAP.  Under IFRS, the unwinding of the 
discount rate is charged as interest expense versus accretion expense under previous Canadian 
standards. 

• Share based compensation:  Under IFRS 2 “Share-based Payments”, awards that vest in installments 
must be accounted for as though each installment is a separate award and amortized using a graded 
vesting model.  This results in front loading of share based compensation expense.  In addition, under 
IFRS, a forfeiture rate must be included in the initial expense calculation, and adjusted prospectively if 
required, rather than accounting for forfeitures as they occur.  IFRS 1 allows for an exemption from IFRS 
2 for share based payments which have vested before Seaview’s transition to IFRS.  As a result of 
applying IFRS 2, the Company has an increase to contributed surplus of approximately $1.3 million with a 
corresponding increase to the January 1, 2010 deficit. 

• Income taxes:  IFRS does not use the terminology of future income taxes; IFRS refers to deferred income 
taxes.  The transition to IFRS requires the Company to re-measure its deferred income taxes for its 
January 1, 2010 balance sheet.  Adjustments to deferred income taxes were made accordingly in 
conjunction with other transitionary IFRS adjustments discussed earlier, with an offsetting adjustment to 
the January 1, 2010 deficit. 

In addition to the adjustments required to deferred income taxes as a result of the January 1, 2010 
transitionary adjustments, the Company has made adjustments for its comparative periods in 2010 for 
share issue costs, flow-through shares and the reclassification of the Class B shares as a liability.  Under 
previous GAAP, the accounting treatment of flow-through shares is addressed by EIC 146 – “Flow-
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Through Shares”.  The proceeds received for the flow-through shares are credited to shareholders’ 
capital and the deferred tax liability is recognized when the company files the renouncement documents 
with the tax authorities to renounce the tax credits associated with the expenditures. 

Under IFRS, Seaview has set up a liability for the difference between the proceeds received and the 
market price of the shares on the date of the transaction (the “premium”).  As the qualifying expenditures 
are incurred, Seaview will record the tax liability associated with the expenditures and renouncements of 
the tax benefits and reverse the deferred liability originally set up related to those costs incurred in a 
particular quarter.  The difference between the deferred tax liability and the original liability set up will go 
through profit and loss. 

A temporary difference exists for share issue costs under previous GAAP and IFRS.  The difference 
between previous GAAP and IFRS result in a deferred tax liability being recorded.  Unlike previous 
GAAP, changes in the deferred tax liability are recognized where they were originally recognized; 
therefore, changes in the deferred tax liability related to share issue costs are recorded against share 
capital as opposed to profit and loss.  The Company does not have any transitionary adjustments related 
to share issue costs. 

• Risk-Sharing Arrangements and Dispositions:  Under IFRS, risk-sharing agreements in which Seaview 
cedes a portion of its working interest to a third party are generally considered to be disposals of property, 
plant and equipment, potentially resulting in a gain or loss on disposition.  Under previous GAAP, no gain 
or loss was recorded on these or other dispositions where the change in consolidated depletion is less 
than 20 percent.  There is no equivalent exemption in IFRS.  As a result, Seaview will record gains or 
losses on risk-sharing arrangements and other disposition transactions under IFRS.  There is no impact 
on transition to IFRS as a result of this requirement.  Subsequent to transition, the significance of these 
gains or losses will be dependent on the details of specific transactions. 

• Business Combinations:  An exemption under IFRS 1 provides the entity with relief on the restatement of 
business combinations prior to the transition date.  Under IFRS 3 – “Business Combinations”, the 
determination of the fair value of share consideration differs from the determination under previous 
Canadian accounting standards.  Any difference in the fair value calculation would have a resulting 
impact on the carrying amount of net assets acquired, non-controlling interest and any goodwill.  The 
Company has made the election under IFRS 1, allowing Seaview to be exempt from restating business 
combinations prior to the transition date to IFRS. 

• Convertible Class B share liability:  Under previous GAAP, the Company’s convertible Class B shares 
were presented as equity while under IFRS, the Class B shares do not qualify for equity presentation and 
must be presented as a liability.  This is because the number of Class A shares required to be issued on 
conversion is not known until the Company exercises the conversion.  As such, the Company has 
retrospectively adjusted the presentation of its $11.7 million Initial Public Offering (“IPO”) on October 17, 
2007, which included the convertible Class B shares. 

• Seaview does not expect changes to its financial statements as a result of IFRS to affect any covenants 
related to bank debt. 

Seaview is determining which additional changes to internal controls over financial reporting will be required to 
deal with the changes in accounting policies.  This will be ongoing throughout the balance of 2011 to ensure all 
changes in accounting policies include appropriate additional controls and procedures for future IFRS reporting 
requirements.  Seaview does not expect any material changes to internal controls.   
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NEW AND PENDING ACCOUNTING STANDARDS 

The following pronouncements from the IASB will become effective for financial reporting periods beginning on or 
after January 1, 2013 and have not yet been adopted by the Company.  All of these new or revised standards 
permit early adoption with transitional arrangements depending upon the date of initial application. 

IFRS 10 – Consolidated Financial Statements builds on existing principles and standards and identifies the 
concept of control as the determining factor in whether an entity should be included within the consolidated 
financial statements of the parent company. 

IFRS 11 – Joint Arrangements establishes the principles for financial reporting by entities when they have an 
interest in arrangements that are jointly controlled. 

IFRS 12 – Disclosure of Interest in Other Entities provides the disclosure requirements for interests held in other 
entities including joint arrangements, associates, special purpose entities and other off balance sheet entities. 

IFRS 13 – Fair Value Measurement defines fair value, requires disclosure about fair value measurements and 
provides a framework for measuring fair value when it is required or permitted within the IFRS standards. 

IAS 12 – Income Taxes removes subjectivity in determining on which basis an entity measures the deferred tax 
relating to an asset.  The amendment introduces a presumption that an entity will assess whether the carrying 
value of an asset will be recovered through sale of the asset. 

IAS 19 – Employee Benefits revises the existing standard to eliminate options to defer the recognition of gains 
and losses in defined benefit plans, requires remeasurements of a defined benefit plan’s assets and liabilities to 
be presented in other comprehensive income and increases disclosure. 

IAS 27 – Separate Financial Statements revised the existing standard which addresses the presentation of parent 
company financial statements that are not consolidated financial statements. 

IAS 28 – Investments in Associate and Joint Ventures revised the existing standard and prescribes the 
accounting for investments and sets out the requirements for the application of the entity method when 
accounting for investments in associates and joint ventures. 

The IASB also issued Presentation of Items of Other Comprehensive Income, an amendment to IAS 1 Financial 
Statement Presentation.  The amendment addresses the presentation of other comprehensive income and 
requires the grouping of items within other comprehensive income that might eventually be reclassified to the 
profit and loss section of the income statement.  The change becomes effective for financial years after July 1, 
2012 with earlier adoption permitted. 

The Company has not completed its evaluation of the effect of adopting these standards on its financial 
statements. 

RISK ASSESSMENT 

The reader is advised that the risk assessment for the Company is fully described in the MD&A at December 31, 
2010 and is relevant to the readers’ understanding of the Company’s financial results as at June 30, 2011. 

ADDITIONAL INFORMATION 

Additional information relating to the Company is filed on SEDAR and can be viewed at www.sedar.com. 
Information can also be obtained by contacting the Company at Seaview Energy Inc. 1500, 444 - 5th Avenue 
S.W., Calgary, Alberta, Canada T2P 2T8 or by email at info@Seaviewenergy.com. Information is also accessible 
on the Company’s web site at www.Seaviewenergy.com. 
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SEAVIEW ENERGY INC 
Consolidated Statements of Financial Position 
(in thousands of Canadian dollars) 

 
June 30, 2011 

(unaudited) 
December 31, 2010 

 

Assets  

Accounts receivables $ 6,499 $ 7,508 

Prepaid expenses and deposits  876  1,037 

Risk management contracts  863  1,151 

Total current assets  8,238  9,696 
 

Property, plant and equipment (Note 8)  142,067  136,364 

Exploration and evaluation assets (Note 9)  5,340  4,996 

Total non-current assets  147,407  141,360 
 

Total assets $ 155,645 $ 151,056 
 

Liabilities  

Bank debt (Note 12) $ 32,483 $ 16,494 

Accounts payable and accrued liabilities  7,550  15,291 

Risk management contracts  338  - 

Total current liabilities  40,371  31,785 
 

Risk management contracts (Note 4)  3,064  2,193 

Convertible Class B share liability (Note 11)  9,754  9,386 

Decommissioning liability (Note 13)  2,406  2,273 

Deferred tax liabilities  20,354  21,856 

Total non-current liabilities  35,578  35,708 

 

Total liabilities  75,949  67,493 
 

Shareholders’ equity  

Share capital (Note 10)  90,553  90,519 

Contributed surplus  8,677  8,150 

Deficit  (19,534)  (15,106) 

Total shareholders’ equity  79,696  83,563 
 

Total liabilities and shareholders’ equity  $ 155,645 $ 151,056 

 
Subsequent event (Note 16) 
Commitments (Note 14) 
See accompanying notes to the unaudited interim consolidated financial statements 
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SEAVIEW ENERGY INC 
Consolidated Statements of Earnings (Loss) and Comprehensive Income (Loss) 
For the three and six months ended June 30, 2011, with comparative figures for 2010 
(in thousands of Canadian dollars, except per share amounts) 
(unaudited) 
 

 
Three months ended June 30 Six months ended June 30 

 2011 2010 2011 2010 
 (Note 15) (Note 15) 

Revenue 

Oil and natural gas sales $ 8,478 $ 8,894 $ 14,860 $ 19,950 

Royalties  (1,223)  (1,414)  (1,987)  (3,139) 

  7,255  7,480  12,873  16,811 

Risk management gain (loss) 
Realized gain on risk management 
contracts (Note 4)  273  649  523  366 
Unrealized gain (loss) on risk management 
contracts (Note 4)  (94)  (775)  (1,497)  1,889 

  7,434  7,354  11,899  19,066 
 

Operating expenses 

Operating   2,090  2,365  3,839  5,597 

Transportation   341  405  641  781 

General and administrative   410  751  912  1,416 

Pre-license expenditures  13  -  181  - 
Gain on sale of property, plant and 
equipment (Note 7)  -  (16,144)  -  (16,144) 

Depletion and depreciation (Note 8)  6,016  5,994  10,942  11,952 

Share based compensation (Note 10)  133  179  277  494 

  9,003  (6,450)  16,792  4,096 

Results from operating activities  (1,569)  13,804  (4,893)  14,970 

 

Finance expenses 

Interest expense  377  288  579  622 

Unrealized gain on financial contracts  -  (5)  -  (24) 

Accretion on decommissioning obligations  46  39  90  92 
Accretion on Convertible Class B share 
liability  186  172  368  341 

Net finance expense (Note 6)  609  494  1,037  1,031 
 

Income (loss) before taxes  (2,178)  13,310  (5,930)  13,939 
 

Deferred income tax expense (reduction):  (528)  3,300  (1,502)  4,164 
 

Net income (loss) and comprehensive income 
loss) loss $ (1,650) $ 10,010 $ (4,428) $ 9,775 

Net income (loss) per share – basic (Note 10) $ (0.03) $ 0.15 $ (0.07) $ 0.15 

Net income (loss) per share – diluted (Note 10) $ (0.03) $ 0.13 $ (0.07) $ 0.13 
 
See accompanying notes to the unaudited interim consolidated financial statements 
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SEAVIEW ENERGY INC 
Consolidated Statements of Cash Flows 
For the three and six months ended June 30, 2011, with comparative figures for 2010 
(in thousands of Canadian dollars) 
(unaudited) 
 

 
Three months ended June 30 Six months ended June 30 

 2011 2010 2011 2010 

Operating activities 

Net income  $ (1,650) $ 10,010 $ (4,428) $ 9,775 

Adjustments for:         

Depletion and depreciation  6,016  5,994  10,942  11,952 

Net finance expense (Note 6)  609  494  1,037  1,031 

Deferred income tax (reduction) expense  (528)  3,300  (1,502)  4,164 

Unrealized risk management loss (gain)  94  775  1,497  (1,889) 
Gain on sale of property, plant and 
equipment (Note 8)  -  (16,144)  -  (16,144) 

Share based compensation  133  179  277  494 

Net interest paid (Note 6)  (377)  (288)  (579)  (622) 

Decommissioning expenditures  -  -  (2)  (21) 

  4,297  4,320  7,242  8,740 

Change in non-cash working capital (Note 7)  (1,090)  (576)  (820)  1,996 

 $ 3,207 $ 3,744 $ 6,422 $ 10,736 
 

Financing activities 

Increase (decrease) in bank loans   5,961  (26,308)  15,989  (28,352) 

Proceeds from issuance of shares   -  13  19  23 

 $ 5,961 $ (26,295) $ 16,008 $ (28,329) 

 

Investing activities 

Property, plant and equipment additions  (3,712)  (4,758)  (16,679)  (12,775) 

Property dispositions  -  33,090  -  33,090 

Change in non-cash working capital (Note 7)  (5,456)  (5,781)  (5,751)  (2,722) 

 $ (9,168) $ 22,551 $ (22,430) $ 17,593 
 

Change in cash during the period $ - $ - $ - $ - 

Cash – beginning of the period  -  -  -  - 

Cash – end of the period $ - $ - $ - $ - 

 
See accompanying notes to the unaudited interim consolidated financial statements 
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SEAVIEW ENERGY INC 
Consolidated Statements of Changes in Shareholders’ Equity 
(in thousands of Canadian dollars) 
(unaudited) 
 

 

Number of 
Class A 
shares 

Class A 
 share 
capital 

Equity 
component 
of Class B 

share 
Contributed 

surplus 

Retained 
earnings 
(Deficit) Total equity 

Balance at January 1, 2011 65,536,768 $ 93,011 $ (2,492) $ 8,150 $ (15,106) $ 83,563 

Share based compensation 
expensed (Note 10)   -    277  -  277 

Share based compensation 
capitalized (Note 10)   -    265  -  265 

Options exercised (Note 10) 16,250  34    (15)  -  19 

Net loss for the period   -    -  (4,428)  (4,428) 

Balance at June 30, 2011 65,553,018 $ 93,045 $ (2,492) $ 8,677 $ (19,534) $ 79,696 

 
 
 

 

Number of 
Class A 
shares 

Class A 
 share 
capital 

Equity 
component 
of Class B 

share 
Contributed 

surplus 

Retained 
earnings 
(Deficit) Total equity 

Balance at January 1, 2010 65,433,182 $ 92,842 $ (2,492) $ 6,443 $ (21,152) $ 75,641 

Share based compensation 
expensed (Note 10)   -    494  -  494 

Share based compensation 
capitalized (Note 10)   -    507  -  507 

Options exercised (Note 10) 46,168  83    (60)  -  23 

Net income (loss) for the period   -    -  9,775  9,775 

Balance at June 30, 2010 65,479,350 $ 92,925 $ (2,492) $ 7,384 $ (11,377) $ 86,440 

 
See accompanying notes to the unaudited interim consolidated financial statements 
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1. Structure of Seaview Energy Inc: 

Seaview Energy Inc. (the “Company”) is incorporated under the Business Corporations Act (Alberta). The 
consolidated financial statements of the Company as at and for the three and six months ended June 30, 
2011 and 2010 comprise the Company and its wholly owned subsidiaries. The Company is engaged in 
the exploration for and development and production of oil and natural gas and conducts many of its 
activities jointly with others; these financial statements reflect only the Company’s proportionate interest in 
such activities. 

2. Basis of preparation: 

(a) Statement of compliance: 

The unaudited condensed interim consolidated financial statements have been prepared in 
compliance with IAS 34 “Interim Financial Reporting” and accordingly do not contain all of the 
disclosures that are required in the preparation of Seaview’s annual audited consolidated financial 
statements.  These unaudited condensed interim consolidated financial statements are for part of the 
period covered by the first IFRS annual financial statements and IFRS 1 “First-time Adoption of IFRS” 
has been applied.   

Prior to 2011, Seaview prepared its unaudited interim consolidated financial statements and audited 
annual consolidated financial statements in accordance with Canadian generally accepted accounting 
principles (“previous GAAP”).  An explanation of how the transition to IFRSs has affected the reported 
consolidated financial position, financial performance and cash flows of the Company is provided in 
Note 15.  This note includes reconciliations of equity and total comprehensive income for comparative 
periods reported under previous GAAP to those reported for those periods. 

The unaudited condensed interim consolidated financial statements were authorized for issuance by 
the Board of Directors on August 17, 2011. 

(b) Basis of measurement: 

The unaudited condensed interim consolidated financial statements have been prepared on the 
historical cost basis except for the following: 

(i) risk management financial instruments are measured at fair value; and 

(ii) held for trading financial assets are measured at fair value with changes in fair value recorded 
in earnings. 

All tabular amounts are in thousands of Canadian dollars, except numbers of shares, per share 
amounts, percentages and other figures as noted. 

(c) Functional and presentation currency: 

These unaudited condensed interim consolidated financial statements are presented in Canadian 
dollars, which is the Company’s functional currency. 

(d) Use of estimates and judgements: 

The preparation of unaudited condensed interim consolidated financial statements in conformity with 
IFRS requires management to make judgements, estimates and assumptions that affect the 
application of accounting policies and the reported amounts of assets, liabilities, income and 
expenses. Actual results may differ from these estimates.  
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In preparing these unaudited condensed interim consolidated financial statements, the significant 
judgements made by management applying the Company’s accounting policies and the key sources 
of estimation uncertainty are expected to be the same as those to be applied in the first annual IFRS 
consolidated financial statements.  

■ Note 4 – valuation of financial instruments 
■ Note 8 – valuation of property, plant and equipment 
■ Note 9 – valuation of intangible exploration assets 
■ Note 10 – measurement of share based payments 
■ Note 13 – decommissioning obligations 

Reserve estimates impact a number of the areas referred to above and in particular, the valuation of 
property, plant and equipment and the calculation of depletion and depreciation. 

3. Significant accounting policies: 

These unaudited interim consolidated financial statements have been prepared in accordance with IFRS 
following the same accounting policies and methods of computation as the unaudited interim consolidated 
financial statements for the Company for the period ended March 31, 2011 and should be read in 
conjunction therewith.  The significant accounting policies are described in Note 3 of the March 31, 2011 
interim consolidated financial statements.  

4. Financial risk management: 

The Company has exposure to credit and market risks from its use of financial instruments. This note 
provides information about the Company's exposure to each of these risks, the Company's objectives, 
policies and processes for measuring and managing risk. Further quantitative disclosures are included 
throughout these financial statements.  

a)  Credit risk:  

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligation and arises primarily from joint venture partners, 
marketers and financial intermediaries.  

The Company’s accounts receivable are with customers and joint venture partners in the oil and 
natural gas business and are subject to normal credit risks. Concentration of credit risk is mitigated by 
marketing production to numerous purchasers under normal industry sale and payment terms. The 
Company routinely assesses the financial strength of its customers.  

The Company may be exposed to certain losses in the events of non-performance by counterparties 
to financial instrument contracts. The Company mitigates this risk by entering into transactions with 
highly rated financial institutions.  

The carrying amount of accounts receivable represents the maximum credit exposure. As at June 30, 
2011 the Company’s receivables consisted of $3.4 million of receivables from oil and natural gas 
marketers which has substantially been collected subsequent to June 30, 2011 and $3.1 million from 
joint venture partners, consisting in part of cash calls, of which $0.1 million has been subsequently 
collected. As at June 30, 2011 the Company has $0.8 million in accounts receivable that is 
considered to be past due.  Although these amounts have been outstanding for greater than 90 days, 
they are still deemed to be collectible. As the operator of properties, the Company has the ability to 
withhold production to joint venture partners, who are in default of amounts owing. The Company 
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does not have an allowance for doubtful accounts as at June 30, 2011 and did not provide for any 
doubtful accounts during the three or six months ended June 30, 2011.  

b)  Liquidity risk:  

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated 
with the financial liabilities. The Company's financial liabilities consist of accounts payable and 
accrued liabilities, financial instruments contracts and bank debt. Accounts payable consists of 
invoices payable to trade suppliers for office, field operating activities, capital expenditures, and 
distributions payable. The Company processes invoices within a normal payment period.  

Accounts payable and accrued liabilities have contractual maturities of less than one year. Risk 
management contracts have contractual maturities of less than two years. The Company maintains a 
demand credit facility, as outlined in note 12, which is reviewed periodically with the lender. The 
Company also maintains and monitors a certain level of cash flow which is used to partially finance all 
operating, investing and capital expenditures.  

c)  Commodity price risk:  

Commodity price risk is the risk that the fair value of future cash flows will fluctuate as a result of 
changes in commodity prices. Commodity prices for oil and natural gas are impacted not only by 
global economic events that dictate the levels of supply and demand but also by the relationship 
between the Canadian and United States dollar. The Company has attempted to mitigate a portion of 
the commodity price risk through the use of various risk management financial contracts. The 
Company's policy is to enter into commodity price contracts when considered appropriate to a 
maximum of 50% of forecasted production volumes, unless otherwise approved by the Board of 
Directors. 

As at June 30, 2011, the Company had the following contracts: 

Natural  gas  Volume Pricing Point Price Fair Value Term 

Put (1) 2,000 gj/d AECO Monthly $ 4.75/gj $ 391 January ’10 – December ‘11 

Put 6,140 gj/d AECO Monthly $ 4.00/gj $ 472 January ’11 – December ‘11 

Call 3,000 gj/d AECO Monthly $ 7.40/gj $ (38) January ’13 – December ‘13 

Crude Oil        

Put (2) 200 bbl/d WTI – Nymex CAD $ 75.00/bbl $ (338) January ’10 – December ‘11 

Call 100 bbl/d WTI – Nymex CAD $ 88.25/bbl $ (662) January ’13 – December ‘13 

Call 200 bbl/d WTI – Nymex  $ 72.50/bbl $ (2,364) January ’13 – December ‘13 

Fair value of commodity price contracts (3)   $ (2,539)  
(1)  The net floor for this contract reflects the deferred cost of $1.05/gj paid over the course of the contract.  The strike price of the put is $5.80/gj 

before the deferred cost. 

(2) The net floor for this contract reflects the deferred cost of $11.00/bbl paid over the course of the contract.  The strike price of the put is 
$86.00/bbl before the deferred cost. 

(3) Amount represents the net of the long-term liability of $3.3 million offset by the current asset of $0.9 million as shown on the consolidate 
balance sheet.  

Risk management financial contracts are recorded on the consolidated balance sheet at fair value at 
each reporting period with the change in fair value being recognized as an unrealized gain or loss on 
the consolidated statements of income. As at June 30, 2011, the fair market value recorded on the 
consolidated statement of financial position for these financial instrument contracts was a net liability 
of $2.5 million, compared to a net liability of $1.0 million as at December 31, 2010.  The increase in 
net liability from December 31, 2010 to June 30, 2011 has been recorded as an unrealized loss on 
risk management contracts during the period. 
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The Company mitigates its risk associated with fluctuations in commodity prices by utilizing financial 
instrument contracts. A $0.25 change in the price per thousand cubic feet of natural gas - AECO 
would have had an impact of approximately $188,000 on net income for the six months ended June 
30, 2011 for those financial instrument contracts that were in place as at June 30, 2011.  The 
Company’s current oil financial instrument contracts are well below the current price per barrel of oil – 
WTI, therefore, a change of $1.00 in price would have had an impact of approximately $38,000 on net 
income for the six months ended June 30, 2011 for those financial instrument contracts that were in 
place as at June 30, 2011.  

d)  Foreign exchange risk:  

The Company does not sell or transact in any foreign currency, however, the United States (“U.S.”) 
dollar influences the price of petroleum and natural gas sold in Canada.  Price fluctuations, as a 
result, can affect the fair value and future cash flows of derivative natural gas contracts, however, 
given it is an indirect influence, the impact of the changing exchange rates cannot be accurately 
quantified.  The Company’s other financial assets and liabilities are not affected by a change in 
currency rates. 

e)  Interest rate risk:  

The Company is exposed to interest rate risk on its outstanding bank debt, as it has a floating interest 
rate and consequently changes to interest rates would impact the Company’s future cash flows. If 
interest rates applicable to the variable rate debt increased by 1% it is estimated that the Company’s 
net income for the six month period ended June 30, 2011 would decrease by $190,000.  

5. Capital management: 

The Company's objective when managing capital is to maintain a flexible capital structure which 
allows it to execute its growth strategy through strategic acquisitions and expenditures on exploration 
and development activities while maintaining a strong financial position which balances the interests 
of equity and debt holders. 

The Company considers its capital structure to include working capital (excluding associated assets 
and liabilities from financial instrument contracts and their related tax impact), bank debt, Convertible 
Class B share liability and shareholders' equity. The Company monitors capital based on the ratio of 
net debt to annualized funds from operations. The ratio represents the time period it would take to 
pay off the debt if no further capital expenditures were incurred and if funds from operations remained 
constant. This ratio is calculated as net debt, defined as outstanding bank debt plus or minus net 
working capital, divided by funds from operations for the most recent calendar quarter and annualized 
(multiplied by four). The Company's strategy is to maintain a ratio of less than 2.0 to 1. This ratio may 
increase at certain times as a result of acquisitions, timing of capital expenditures, or low commodity 
prices. As at June 30, 2011, the Company’s ratio of net debt to six month annualized funds flow from 
operations was 2.3 to 1 (June 30, 2010 – 0.6 to 1) due to increased capital expenditures.  

In order to facilitate the management of this ratio, the Company prepares annual funds from 
operations and capital expenditure budgets, which are updated as necessary, and are reviewed and 
periodically approved by the Company’s Board of Directors. The Company manages its capital 
structure and makes adjustments by continually monitoring its business conditions, including: the 
current economic conditions; the risk characteristics of the Company’s oil and natural gas assets; the 
depth of its investment opportunities; current and forecasted net debt levels; current and forecasted 
commodity prices; and other factors that influence commodity prices and funds from operations, such 
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as quality and basis differentials, royalties, operating costs and transportation costs. Neither the 
Company nor any of its subsidiaries are subject to externally imposed capital requirements. The 
credit facilities are subject to a semi-annual review of the borrowing base which is directly impacted 
by the value of the oil and natural gas reserves. 

6. Finance income and expenses: 

 Three months ended June 30 Six months ended June 30 

 2011 2010 2011 2010 

Finance income: 

Net change in fair value of risk management 
financial contracts  $ - $ (5) $ - $ (24) 

 
Finance expense: 

Interest on loans and borrowings  377  288  579  622 
Accretion on decommissioning obligations (note 
13)  46  39  90  92 
Accretion on Convertible Class B share liability 
(note 11)  186  172  368  341 

  609  499  1,037  1,055 
 

Net finance expenses  $ 609 $ 494 $ 1,037 $ 1,031 

The Company’s effective interest rate for the period ending June 30, 2011 was approximately 4.1% 
(June 30, 2010 – 3.2%). 

7. Supplemented cash flow information: 

Changes in non-cash working capital is comprised of:  

As at June 30, 2011 2010 
Source(use) of cash: 

Accounts receivables and accrued assets $ 1,009 $ 301 

Prepaid expenses and deposits  161  127 

Accounts payables and accrued liabilities  (7,741)  (1,154) 

 $ (6,571) $ (726) 

 

Related to operating activities $ (820) $ 1,996 
Related to investing activities $ (5,751) $ (2,722) 
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8. Property, plant and equipment:  

 

Cost or deemed cost    

 
Oil & natural 
gas interests Other equipment Total 

Balance, January 1, 2010 $ 138,904 $ 8,136 $ 147,040 

Additions  21,673  -  21,673 

Disposals  (16,645)  (162)  (16,807) 

Transfer from intangible exploration assets  7,279  -  7,279 

Balance, December 31, 2010  151,211  7,974  159,185 

Additions  15,689  -  15,689 

Transfer from intangible exploration assets  956  -  956 

Balance, June 30, 2011 $ 167,856 $ 7,974 $ 175,830 

 

Accumulated depletion, depreciation and impairment losses 

 
Oil & natural 
gas interests Other equipment Total 

Balance, January 1, 2010 $ - $ - $ - 

Depletion and depreciation  22,658  547  23,205 

Depletion on disposal  (384)  -  (384) 

Balance, December 31, 2010  22,274  547  22,821 

Depletion and depreciation  10,685  257  10,942 

Balance, June 30, 2011 $ 32,959 $ 804 $ 33,763 

 

Net Book Value 
Oil & natural 
gas interests Other equipment Total 

At January 1, 2010 $ 138,904 $ 8,136 $ 147,040 

At December 31, 2010 $ 128,937 $ 7,427 $ 136,364 

At June 30, 2011 $ 134,897 $ 7,170 $ 142,067 
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9. Exploration and evaluation assets (E&E): 
 

 Total Cost 

Balance, January 1, 2010 $ 433 

Acquisitions  2,668 

Additions  9,174 

Transfer to property, plant and equipment  (7,279) 

Balance, December 31, 2010  4,996 

Additions  1,300 

Transfer to property, plant and equipment  (956) 

Balance, June 30, 2011 $ 5,340 

 

Exploration and evaluation (E&E) assets consist of the Company’s exploration projects which are pending 
the determination of proved reserves. Additions represent the Company’s share of costs incurred on E&E 
assets during the period. As at June 30, 2011 an amount of $4.4 million (June 30, 2010 – $2.2 million) 
remains in intangible exploration assets in respect of the Wapiti project after $8.2 million was transferred 
to property, plant, and equipment following the successful initial phase of the appraisal program in the 
Wapiti area. 

10. Share capital: 

At June 30, 2011 and 2010, the Company was authorized to issue an unlimited number of Class A and 
preferred shares, all with no par value. 

The holders of common shares are entitled to receive dividends as declared by the Company and are 
entitled to one vote per share. 

(a) Share based payments: 

The Company has a stock option plan (the “Plan”) pursuant to which options to purchase Class A 
shares may be granted by the Board of Directors to directors, officers, employees of, and consultants 
to, the Company.  The Plan has reserved for issuance a number of Class A shares equal to 10% of 
the Class A shares issued and outstanding from time to time and no optionee is permitted to hold 
options entitling such optionee to purchase more than 5% of the issued and outstanding Class A 
shares. Options granted under the Plan will have an exercise price which is not less than the price 
allowed by regulatory authorities, will be non-transferable and will be exercisable for a period not to 
exceed five years.   

Options granted under the Plan will terminate upon the date which is 90 days from the termination of 
an optionee’s employment or, from the date such optionee ceased to be a director of the Company, 
unless the directors of the Company determine otherwise, or, provided the optionee has died and was 
an employee or director for at least one year following the grant of the options, shall terminate six 
months following the death of the optionee.  The options will vest as to one-third on each of the first, 
second and third anniversaries of the date of the grant. 
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Outstanding stock options 
Number of  

Options 
Weighted Average 

Exercise Price 

Outstanding December 31, 2010 5,463,332 $1.41 

Granted 187,500 $1.19 

Exercised (16,250) $1.19 

Forfeited (45,082) $1.08 

Outstanding as at June 30, 2011 5,589,500 $1.40 

Exercisable as at June 30, 2011 3,298,352 $1.44 
 

On January 5, 2011, the Company granted options to acquire up to 187,500 Class A shares at a price 
of $1.19 per share, none of which were granted to officers or directors of the Company.   

 

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

Grant date 
Grant 
Price 

Risk free  
interest rate Volatility % 

Dividend  
Yield 

Fair Value  
per option 

October, 2007 $0.40 4.35 %  56.65 % - $1.10 

March, 2008 $1.00 2.91 % 72.62 % - $0.61 

June, 2008 $3.20 3.18 % 88.44 % - $2.25 

August, 2008 $3.80 3.21 % 94.53 % - $2.78 

March 2, 2009 $0.62 1.91 %   117.14 % - $0.51 

October, 2009 $1.19 2.77 % 102.97% - $0.91 

September, 2010 $1.14 2.19 % 90.51 % - $0.80 

January, 2011 $1.19 2.56 % 86.27 % - $0.82 

Total compensation expense is amortized over the vesting period of the option.  Compensation 
expense of $133,643 and $277,174 has been recognized in the three and six months ended June 30, 
2011, respectively ($493,486 – six months ended June 30, 2010) based on the estimated fair value of 
the options on the grant date in accordance with the fair value method of accounting for share based 
compensation. An additional $136,497 and $264,332 in share based compensation has been 

 Options Outstanding Options Exercisable 

Range of exercise prices 

Number 
Outstandin

g 

Weighted 
average 

remaining 
contractual 
life (years)  

Weighted 
average 
exercise 

price 
Number 

exercisable  

Weighted 
average 
exercise 

price 

$0.00 to $0.99 1,486,810 1.9 $ 0.50 1,257,652 $ 0.48 

$1.00 to $2.00 3,105,190 3.2 $ 1.14 1,245,698 $ 1.09 

$2.01 to $4.00 997,500 2.0 $ 3.57 795,002 $ 3.51 

 5,589,500 2.7 $ 1.40 3,298,352 $ 1.44 
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capitalized in the three and six months ended June 30, 2011, respectively (six months ended June 
30, 2010 – $506,878). 

(b) Per share amounts 

Per share amounts have been calculated using the weighted average number of shares outstanding 
during the period.  For the three and six months ended June 30, 2011, both the effect of the 
conversion of the Class B shares and the effect of options have been excluded from the calculation of 
weighted average diluted shares as they would have been anti-dilutive.  For the three and six months 
ended June 30, 2010, both the impact of the conversion of the Class B shares and the impact of 
options have been included in the calculation of weighted average diluted shares as they were 
dilutive. 

 
Three Months ended 

June 30  
Six Months ended 

June 30  

 2011  2010  2011  2010  

Weighted average number of shares (thousands)  

Basic equivalent shares (Class A shares) 65,553 65,471 65,548 65,455 

Class B shares converted to Class A shares (1)  - 10,431 - 10,431 

In the money stock options   - 4,005 - 4,017 

Diluted equivalent shares  65,553 79,907 65,548 79,903 
(1) The number of Class A shares obtained upon the conversion of each Class B shares 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 a thirty consecutive trading day 
period prior to the conversion date. 

11. Convertible Class B Shares: 

On October 17, 2007, the Company issued 1,053,540 convertible Class B shares (the “Class B shares”) 
on a flow through basis at a price of $10.00 per share.  The 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 upon five 
days prior notice to holders of Class B shares.  The number of Class A shares obtained upon 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 a thirty consecutive trading day period prior to the conversion 
date (the “conversion formula”).  If the Company fails to exercise the conversion option by the close of 
business on May 31, 2012, then the Class B shares shall be convertible at the option of the shareholder, 
at any time after June 1, 2012 and before June 30, 2012, into Class A shares pursuant to the conversion 
formula described above.  Any Class B shares not converted by the close of business on June 30, 2012 
will be automatically converted into Class A shares pursuant to the conversion formula.  The Class B 
shares are listed and posted for trading on the TSX Venture exchange under the symbol “CVU.B”. 

The Class B shares were determined to be compound instruments.  As the Class B shares are 
convertible into Class A common shares, based on the conversion formula above, the number of Class A 
shares is unknown, and therefore presented as a liability.  The Class B share liability is accreted using the 
effective interest rate method over the term of the Class B shares, such that the carrying amount of the 
financial liability will be equal to the principal balance of $10.5 million at maturity. 
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Six months ended 

 June 30, 2011 
Year ended 

 December 31, 2010 

Balance, beginning of the period $ 9,386 $ 8,691 

Accretion on Convertible Class B share liability  368  695 

Balance, end of the period $ 9,754 $ 9,386 

 

12. Bank Debt 

As at June 30, 2011, the Company had a revolving demand credit facility with an authorized borrowing 
amount of $44 million, with interest and other fees charged at the bank’s prime rate plus a rate as 
determined by a pricing grid.  The Company also has a development line in the amount of $8 million that 
can be accessed for development projects, subject to lender review.  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, 2011, the revolving demand credit facility was drawn to $32.5 million.  The Company also had 
an issued letter of credit in the amount of approximately $0.1 million.   

The next interim review is scheduled for September, 2011.  These reviews are based primarily on 
reserves and using commodity prices estimated by the lender, as well as other factors.  A decrease in the 
borrowing base could result in a reduction to the credit facility available upon the next scheduled review 
which may require a repayment to the bank. 

13. Decommissioning obligations: 

(a) Decommissioning obligations: 

The Company’s decommissioning obligations result from its ownership interest in oil and natural gas 
assets including well sites and gathering systems.  The Company estimates the total undiscounted 
amount of expenditures required to settle its decommissioning liability is approximately $5.6 million 
(December 31, 2010 – $5.5 million) which will be incurred over the next 20 years, with the majority of 
these costs incurred between 2018 and 2028.  A credit adjusted risk-free rate of 8% was used to 
discount this amount.  As at June 30, 2011, no funds have been set aside to fund this obligation.  

 
 
 

 
June 30 

2011 
December 31 

2010 

Asset retirement obligation, beginning of period $ 2,273 $ 2,638 

Liabilities eliminated on disposition - (757) 

Liabilities incurred 45 218 

Accretion expense 90 174 

Actual abandonment expenditures incurred (2) - 

Asset retirement obligation, end of period $ 2,406 $ 2,273 
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14. Commitments: 

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 (see Note 4).  The future premiums Seaview is committed to pay 
are included in the table below.   

The Company’s future contractual commitments are highlighted below: 

  Total 2011 2012 

Operating leases  $ 407 144 263 

Financial instrument premiums  $ 791 791 - 

Total contractual obligations  $ 1,198 935 263 

 

15. Transition to IFRS: 

The Company’s accounting policies under IFRS differ from those followed under previous GAAP as 
described in Note 3.  These accounting policies have been applied for the three and six months ended 
June 30, 2011, and the comparative information for the three and six months ended June 30, 2010.  The 
application of these policies for January 1, 2010, March 31, 2010 and December 31, 2010 can be found in 
Note 15 of the unaudited interim consolidated financial statements for the Company for the period ended 
March 31, 2011. 

The adjustments arising from the application of IFRS to amounts on the consolidated balance sheets on 
the transition date and on the transactions prior to that date, were recognized as an adjustment to the 
Company’s opening deficit category on the consolidated balance sheet when appropriate. 

On transition to IFRS on January 1, 2010, the Company used certain exemptions allowed under IFRS 1 
“First Time Adoption of International Financial Reporting Standards”.  The exemptions used were: 

Full Cost Accounting – IFRS 1 allows an entity that used full cost accounting under its previous GAAP to 
elect, at the time of adoption to IFRS, to measure oil and gas assets in the development and production 
phases by allocating the amount determined under the entity’s previous GAAP for those assets to the 
underlying assets pro rata using reserve volumes or reserve values as of that date.  The Company has 
used reserve volumes as of January 1, 2010 to allocate the cost of development and production assets to 
CGU’s. 

Business Combinations – IFRS 1 allows an entity to use the IFRS rules for business combinations on a 
prospective basis rather than restating all business combinations.  In respect of acquisitions prior to 
January 1, 2010, goodwill represents the amount recognized under the Company’s previous GAAP. 

Share based compensation – IFRS 1 allows an entity an exemption on IFRS 2, “Share Based Payments” 
to equity instruments which vested before the Company’s transition date to IFRS. 
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Statement of financial position at June 30, 2010: 

 

 Effect of transition to IFRS 

(in thousands of dollars) 
Canadian 

GAAP 
Impairment 
(note 15b) 

E&E assets 
(note 15a) 

Depletion 
and 

Deprec 
(note 15c) 

Other 
PP&E adjs 

(note15c) 

Share 
based 

payments 
(note 15e) 

Share 
capital 

adjs 
 (note 15f) 

Deferred 
taxes 

  (note 15g) IFRS 

ASSETS 

Current assets:                   

 Accounts receivables $ 7,438 $  $  $  $  $  $  $  $ 7,438 

 
Prepaid expenses and 
deposits  900                900 

 Risk management contracts  833                833 

 Total current assets  9,171                9,171 

Property, plant and equipment  117,607  (2,469)  (3,050)  183  15,855  17      128,143 

Exploration and evaluation assets  -    3,050            3,050 

Goodwill  7,563  (7,563)              - 

Total non-current assets  125,170  (10,032)  -  183  15,855  17      131,193 

Total assets $ 134,341 $ (10,032) $ - $ 183 $ 15,855 $ 17 $  $  $ 140,364 

 

LIABILITIES AND EQUITY 

Current liabilities:                   

 Bank debt $ 9,692 $  $  $  $  $  $  $  $ 9,692 

 
Accounts payables and 
accrued liabilities  9,876                9,876 

 Deferred tax liabilities  233              (233)  - 

 Total current liabilities  19,801                19,568 

Risk management contracts  506                506 

Convertible Class B share liability  -            9,032    9,032 

Decommissioning obligations  2,046                2,046 

Deferred tax liabilities  18,872        (168)    369  3,700  22,773 

Total non-current liabilities  21,424        (168)    9,401  3,700  34,357 

Total liabilities  41,225        (168)    9,401  3,467  53,925 

Shareholders’ Equity:                   

 Share capital  96,198            (5,766)    90,432 

 Contributed surplus  6,109          1,275      7,384 

 Deficit  (9,191)  (10,032)    183  16,023  (1,258)  (3,635)  (3,467)  (11,377) 

 Total shareholders’ equity  93,116  (10,032)    183  16,023  17  (9,401)  (3,467)  86,439 

Total liabilities and shareholders’ 
equity  $ 134,341 $ (10,032) $  $ 183 $ 15,855 $ 17 $ - $ - $ 140,364 
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Reconciliation of consolidated statement of operati ons and comprehensive income for the three 
months ended June 30, 2010: 

 Effect of transition to IFRS 

(in thousands of dollars) 
Canadian 

GAAP  

Depletion and 
Depreciation 

 (note 15c) 

Other PP&E 
adjustments 

(note15c) 

Share 
based 

payments 
(note 15e) 

Share capital 
adjustments 

 (note 15f) 

Deferred 
taxes 

  (note 15g) IFRS 

REVENUES 

Petroleum and natural gas sales $ 8,894   $  $  $  $  $  $ 8,894 

Royalties  (1,414)              (1,414) 

Realized loss on financial contracts  649              649 

Unrealized gains on financial contracts  (775)              (775) 

  7,354              7,354 

EXPENSES 

Operating expenses $ 2,365   $  $  $  $  $  $ 2,365 

Transportation expense  405              405 

General and administrative  697      54        751 

Gain on sale of property, plant and 
equipment  -      (16,144)        (16,144) 

Depletion and depreciation  5,877    117          5,994 

Share based compensation  195        (16)      179 

  9,539    117  (16,090)  (16)      (6,450) 

Results from operating activities  (2,185)    (117)  16,090  16      13,804 

                 

Finance expenses                 

Interest expense  288              288 

Unrealized gain on financial contracts  (5)              (5) 

Accretion on decommissioning 
obligations  39              39 

Accretion on Convertible Class B share 
liability  -          172    172 

Net finance expenses  322          172    494 

Income (loss) before taxes  584    (117)  16,090  16  (172)    13,310 

Deferred income tax expense (reduction)  (667)          (43)  4,010  3,300 
                 

Income (loss) and comprehensive income 
(loss) for the period  $ (1,840)   $ (117) $ 16,090 $ 16 $ (129) $ (4,010) $ 10,010 
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Reconciliation of consolidated statement of operati ons and comprehensive income for the six months 
ended June 30, 2010: 

 Effect of transition to IFRS 

(in thousands of dollars) 
Canadian 

GAAP  

Depletion and 
Depreciation 

 (note 15c) 

Other PP&E 
adjustments 

(note15c) 

Share 
based 

payments 
(note 15e) 

Share capital 
adjustments 

 (note 15f) 

Deferred 
taxes 

  (note 15g) IFRS 

REVENUES 

Petroleum and natural gas sales $ 19,950   $  $  $  $  $  $ 19,950 

Royalties  (3,139)              (3,139) 

Realized gain on financial contracts  366              366 

Unrealized gains on financial contracts  1,889              1,889 

  19,066    -  -  -  -  -  19,066 

EXPENSES 

Operating expenses $ 5,597   $  $  $  $  $  $ 5,597 

Transportation expense  781              781 

General and administrative  1,295      121        1,416 

Gain on sale of property, plant and 
equipment  -      (16,144)        (16,144) 

Depletion and depreciation  12,135    (183)          11,952 

Share based compensation  491        3      494 

  20,299    (183)  (16,023)  3      4,096 

Results from operating activities  (1,233)    183  16,023  (3)      14,970 

                 

Finance expenses                 

Interest expense  622              622 

Unrealized gain on financial contracts  (24)              (24) 

Accretion on decommissioning obligation  92              92 

Accretion on Convertible Class B share 
liability            341    341 

Net finance expenses  690          341    1,031 

Income (loss) before taxes  (1,923)    183  16,023  (3)  (341)    13,939 

Deferred income tax expense (reduction)  (418)          490  4,092  4,164 
                 

Income (loss) and comprehensive income 
(loss) for the period  $ (1,505)   $ 183 $ 16,023 $ (3) $ (831) $ (4,092) $ 9,775 
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Notes to reconciliations 

(a) IFRS 1 election for full cost oil and gas entities 

The Company elected an IFRS 1 exemption whereby the previous GAAP full cost pool was measured 
upon transition to IFRS as follows: 

(i) exploration and evaluation assets were reclassified from the full cost pool to intangible exploration 
assets at the amount that was recorded under previous GAAP; and 

(ii)  the remaining full cost pool was allocated to the producing/development assets and components 
pro rata using proved plus probable reserve volumes. 

This resulted in a transfer of $0.4 million to exploration and evaluation assets with a corresponding 
decrease in property, plant and equipment at January 1, 2010.  As at June 30, 2010, the transfer was 
$3.1 million and as at December 31, 2010, the transfer was $ 5.0 million, which included undeveloped 
land acquired in 2010 net of expiries. 

(b) IAS 36 Adjustments – Impairment of property, plant and equipment (“PP&E”) 

In accordance with IFRS, impairment tests of PP&E must be performed at the cash generating unit 
(“CGU”) level as opposed to the entire PP&E balance which was required under the previous GAAP 
through the full cost ceiling test.  An impairment is recognized if the carrying value exceeds the 
recoverable amount (greater of value in use or fair value less costs to sell) for a CGU.  For Seaview, 
the recoverable amount is determined using fair value less cost to sell based on discounted future 
cash flows on proved plus probable reserves using forecast prices and costs.  As a result of this 
impairment testing at the CGU level, the Company recognized an impairment of $2.5 million at 
January 1, 2010 with a corresponding increase to the deficit on the consolidated balance sheet.  For 
the six months ended June 30, 2010 and the year ended December 31, 2010, the Company’s 
carrying value exceeded the recoverable amount for each CGU, therefore no further impairment was 
required.  PP&E impairments can be reversed in the future if the recoverable amount increases. 

In accordance with the standard, goodwill has been allocated to the specific CGU’s that are expected 
to benefit from the acquisitions for the purpose of impairment testing.  As a result, the impairment test 
for goodwill is now calculated on a smaller portion of the Company’s assets than under the previous 
GAAP.  The impact of the impairment test under IAS 36 on January 1, 2010 resulted in a write-down 
of goodwill of $7.6 million with a corresponding increase to the deficit on the consolidated balance 
sheet.   

(c) IAS 16 Adjustments – Property, Plant and Equipment 

Depletion and Depreciation.   

Upon transition to IFRS, the Company adopted a policy of depleting oil and natural gas interests on a 
unit of production basis over proved reserves which is consistent with the depletion policy under 
previous GAAP.  However, under the previous GAAP, depletion was done on the Canadian cost 
centre.  IFRS requires depletion and depreciation to be calculated based on individual components 
(ie. fields or combinations thereof). 

There was no impact of this difference on adoption of IFRS at January 1, 2010 as a result of the IFRS 
1 election as discussed above. 

For the three months ended June 30, 2010, depleting the oil and gas interests at the individual 
component level as opposed to the Canadian cost centre level resulted in an increase to the 
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depletion and depreciation of $0.1 million.  For the six months ended June 30, 2010, depletion and 
depreciation was decreased by $0.2 million as a result of changes to the depletion calculation. 

For exploration and evaluation assets, the cost of developed land that expires during the period is 
charged as additional depletion and depreciation expense. 

Other adjustments to PP&E 

Under previous GAAP, proceeds from divestitures were deducted from the full cost pool without 
recognition of a gain or loss unless the deduction resulted in a change in the depletion rate of 20 
percent or greater, in which case a gain or loss was recorded.  Under IFRS, gains and losses are 
recorded on divestitures and are calculated as the difference between the proceeds and the net book 
value of the asset disposed.  For the three and six months ended June 30, 2010, the Company 
recognized a $16.1 million net gain on divestitures under IFRS compared to nil under the previous 
GAAP with an increase in PP&E where the proceeds were originally recorded under previous GAAP. 

IFRS also requires that the capitalization of general and administrative costs be limited to directly 
attributable costs.  Under previous GAAP, a reasonable allocation of general and administrative costs 
to PP&E was acceptable.  As a result of the change in capitalization criteria, the Company increased 
its general and administrative expense by $0.1 million during both the three and six months ended 
June 30, 2010 with a corresponding decrease in PP&E. 

Under previous GAAP, a deferred tax adjustment was recorded related to share based compensation 
costs capitalized.  No such adjustment is made under IFRS.  As a result of this change, PP&E was 
reduced by $0.2 million at June 30, 2010 with a corresponding decrease to the deferred tax liability. 

Under IFRS, costs incurred prior to obtaining the legal right to explore must be expensed.  Under 
previous GAAP, these costs were capitalized and depleted within the full cost pool.  For the three and 
six months ended June 30, 2010, the Company did not incur any such costs therefore no adjustment 
was required for these periods.  For the year ended December 31, 2010, the Company recorded $0.2 
million of pre-license expenditures with a corresponding decrease in PP&E. 

(d) IAS 37 adjustments – Provisions, Contingent Liabilities and Contingent Assets 

Consistent with IFRS, decommissioning obligations (asset retirement obligations under previous 
GAAP) were measured under previous GAAP based on the estimated cost of decommissioning, 
discounted to their net present value upon initial recognition.  Under previous GAAP, asset retirement 
obligations were discounted at a credit adjusted risk free rate of eight to ten percent.  Under IFRS, 
decommissioning obligations can be calculated using either a risk free rate, which differs from 
previous GAAP, or a credit adjusted risk free rate consistent with previous GAAP.  Seaview chose to 
use the credit adjusted risk free interest rate and therefore no adjustment was required upon 
transition to IFRS.  Under IFRS, the unwinding of the discount rate is charged as interest expense 
versus accretion expense under previous GAAP. 

(e) IFRS 2 Adjustments – Share based compensation: 

Under the previous GAAP, the Company recognized an expense related to their share based 
compensation on a straight-line basis through the date of full vesting and did not incorporate a 
forfeiture multiple. Under IFRS, the Company is required to recognize the expense over the individual 
vesting periods for the graded vesting awards and estimate a forfeiture rate at the date of grant and 
update it throughout the vesting period.  The impact on transition was an increase to contributed 
surplus of $1.3 million with an offsetting increase to the opening deficit.  For the three months ended 
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June 30, 2010, the Company decreased the amount of share based compensation expense by 
$16,000 and for the six months ended June 30, 2010, share based compensation expense was 
increased by $3,000, with corresponding adjustments in retained earnings. 

(f) Share Capital adjustments 

Under previous GAAP, the Company’s convertible Class B shares were presented as equity.  Under 
IFRS, the Class B shares do not qualify for equity presentation and must be presented as a liability, 
due to the number of Class A shares issued on conversion, based on the conversion formula (note 
11), not being certain until the Company exercises conversion.  As such, the Company has 
retrospectively adjusted the presentation of its $11.71 million Initial Public Offering (“IPO”) on October 
17, 2007, which included the convertible Class B shares.  The value of Class A shares on issuance 
was determined to be $1.17 million ($0.25 per Class A share).  It was also determined that the face 
value of convertible Class B shares is $10.54 million ($10.00 per Class B share).  Using an 8 percent 
discount rate and a term of 4.75 years, the Company calculated a present value of the Class B 
shares of $7.33 million on issuance, which will accrete to the $10.54 million face value on May 31, 
2012, the expiration date of the Company’s conversion option.  A deferred tax liability of $0.80 million 
was recognized on issuance relating to the difference between the face value and present value of 
the Class B shares, tax effected at 25 percent.  The deferred tax liability is reversed proportionately to 
the accretion expense on the convertible Class B share liability.  Flow through share premiums of 
$0.22 million and $1.97 million were recognized for the Class A and Class B shares, respectively.  
The Class A flow through share premium reduced share capital while the Class B flow through share 
premium was recorded to the equity component of Class B shares, along with a put option premium 
of $0.52 million, recognizing the value of the Company’s lower limit of $1.00 per Class A share in the 
Class B to Class A conversion formula.  To June 30, 2010, a total of $1.70 million had been accreted, 
with a corresponding reversal of $0.42 million of deferred tax liability, to arrive at a Convertible Class 
B share liability of $9.03 million. 

The following table is a reconciliation of the Company’s IPO from previous GAAP to IFRS at January 
1, 2010: 

($000s) Previous GAAP Adjustments IFRS 

Class A share capital 872 3,002 3,874 

Convertible Class B share capital 7,847 (7,847) - 

Convertible Class B share liability - 8,691 8,691 

Equity component of Class B shares - (2,492) (2,492) 

Deficit - (1,816) (1,816) 

Deferred income taxes 2,987 462 3,449 

Gross proceeds from IPO 11,706 - 11,706 

  

Under previous GAAP, the Company recorded the deferred tax impact on renouncement of flow 
through shares against share capital.  Under IFRS, the Company is required to record a premium 
liability when the flow through shares are issued, which is relieved as the Company incurs qualifying 
expenditures, with the difference going to deferred tax expense.  As a result of this change in the 
treatment of deferred taxes, at transition, the Company recorded an additional $0.3 million to share 
capital, a premium liability of $0.3 million, an additional deferred tax liability of $0.4 million and a 
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reduction of $1.0 million in retained earnings for flow through shares that had been previously issued 
and partially renounced at transition.  As at March 31, 2010, the issued shares were fully renounced 
with the premium liability being fully relieved, the recognition of a further $0.6 million of deferred tax 
expense and an increase of $0.9 million to deferred tax liability, representing the renouncement of the 
remaining expenditures to the holders.  These amounts were further adjusted by the reversal of the 
renouncement recorded under previous GAAP, which then increased share capital by a further $1.3 
million with a corresponding decrease to deferred tax liability.  There was no further effect at 
December 31, 2010, as the obligation to incur qualifying expenditures was fully satisfied by March 31, 
2010. 

(g) IAS 12 Adjustments – Income taxes: 

The aforementioned changes increased (decreased) the net deferred tax liability as follows based on 
a tax rate of 25 percent: 

   June 30, 2010 

Impairment of PP&E on transition (note 15b)     $ (625) 

Flow through share issue renouncement (note 15f)      (8) 

Convertible Class B share liability (note 15f)      377 

Depletion and depreciation (note 15c)      46 

Stock based compensation spiral (note 15c)      (168) 

Other PP&E adjustments (note 15c)      4,046 

Increase (decrease) in deferred tax liabilities     $ 3,668 

Under IFRS, there is no requirement to separate the portion of deferred income taxes related to 
current assets or liabilities.  The amounts previously classified as current have been reclassified to 
long-term. 

Adjustments to deferred income taxes have been made in regards to the adjustments noted above 
that resulted in a change to the temporary differences between tax and accounting values. 

(h) Finance expenses  

Under IFRS, a separate line item is required in the income statement for finance expense.  The items 
under the previous GAAP that were reclassified to finance expenses were interest and financing 
expense, the accretion on the decommissioning obligations, and the unrealized gain on risk 
management financial contracts regarding interest rate swaps. 

(i) Major turnaround and overhaul expenditures 

Under IFRS, the Company capitalizes the cost of major plant turnarounds and overhauls and 
depreciates these costs over their useful life.  Previously, these costs were depreciated on a unit-of-
production basis.  The result of the change is an acceleration of depreciation charges on these items 
which is included in the adjustments discussed under depletion and depreciation above. 
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(j) Opening Retained Earnings Adjustments 

The aforementioned changes increased (decreased) retained earnings as follows: 

   June 30, 2010 

Impairment of PP&E on transition (note 15b)     $ (2,469) 

Impairment of Goodwill on transition (note 15b)      (7,563) 

Flow through share issue renouncement (note 15f)      (2,361) 

Convertible Class B share liability accretion (note 15f)      (1,274) 

Share based compensation (note 15e)      (1,258) 

Depletion and depreciation (note 15c)      183 

Other PP&E adjustments (note 15c)      16,023 

Deferred income taxes (note 15g)      (3,467) 

Increase (decrease) in retained earnings     $ (2,186) 

 

16. Subsequent Event 

On August 3, 2011, the Company sold a minor producing natural gas asset in the Peace River Arch area 
of northwest Alberta for net proceeds of $4.3 million dollars resulting in a loss of approximately $2.3 
million.  Proceeds have been used to pay down bank debt and may be redirected towards the Company’s 
capital program.
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Barrels of oil equivalent (boe) may be misleading, particularly if used in isolation. A boe conversion ratio of six thousand cubic feet 
(mcf) of natural gas to one barrel (bbl) of oil is based on an energy conversion method primarily applicable at the burner tip and is 
not intended to represent a value equivalency at the wellhead. All boe conversions in this report are derived by converting natural gas 
to oil in the ratio of six thousand cubic feet of natural gas to one barrel of oil. Certain financial amounts are presented on a per boe 
basis, such measurements may not be consistent with those used by other companies. 
 
Estimated values contained in this report do not represent fair market value. 
 
This report may contain forward-looking statements within the meaning of applicable securities laws. Forward-looking statements 
may include estimates, plans, anticipations, expectations, opinions, forecasts, projections, guidance or other similar statements that 
are not statements of fact.  Although the Company believes that the expectations reflected in such forward-looking statements are 
reasonable, it can give no assurance that such expectations will prove to be correct. These statements are subject to certain risks and 
uncertainties and may be based on assumptions that could cause actual results to differ materially from those anticipated or implied 
in the forward-looking statements. These risks include, but are not limited to: the risks associated with the oil and gas industry (e.g. 
operational risks in development, exploration and production; delays or changes in plans with respect to exploration or development 
projects or capital expenditures; the uncertainty of reserve estimates; the uncertainty of estimates and projections relating to 
production, costs and expenses and health, safety and environmental risks), commodity price and exchange rate fluctuation and 
uncertainties resulting from potential delays or changes in plans with respect to exploration or development projects or capital 
expenditures.  The Company’s forward-looking statements are expressly qualified in their entirety by this cautionary statement.  The 
forward-looking statements contained in this report are made as of the date hereof and the Company undertakes no obligations to 
update publicly or revise any forward-looking statements or information, whether as a result of new information, future events or 
otherwise, unless so required by applicable securities laws. 
 
Neither the TSX Venture Exchange nor its Regulation Services Provider (as the term is defined in the Policies of the TSX Venture 
Exchange) accepts responsibility for the adequacy or accuracy of this report. 
 

COMMONLY USED ABBREVIATIONS 

boe Barrel of oil equivalent 

boe/d Barrel of oil equivalent per day 

gj Gigajoule 

gj/d Gigajoule per day 

mboe Thousand barrels of oil equivalent 

mcf Thousand cubic feet 

mcf/d Thousand cubic feet per day 

mmcf Million cubic feet 

mmcf/d Million cubic feet per day 

bbl Barrel 

bbl/d Barrels per day 

MMBTU Million British Thermal Units 

6:1 Boe conversion ratio of six mcf to one bbl 
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