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EXCELSIOR ENERGY LIMITED 
 

UNAUDITED CONSOLIDATED BALANCE SHEETS 
 

 
 September 30,  

2008 
December 31,  

2007 
 

ASSETS 
   
CURRENT   
 Cash and cash equivalents $ 14,808,840 $ 15,848,648 
 Accounts receivable 372,087 436,288 
 Prepaid expenses and deposits 81,208 47,995 
 15,262,135 16,332,931 
   
Petroleum and natural gas properties (note 3) 62,630,548 51,113,122 
Property and equipment (note 4) 21,986 26,478 
   
 $ 77,914,669 $ 67,472,531 
   

LIABILITIES 
   
CURRENT   
 Accounts payable and accrued liabilities $   807,370 $  1,995,125 
   
Future income tax liability (note 12) 3,343,846 -      
Asset retirement obligation (note 5) 5,344 5,059 
Non-controlling interests (note 6) 290,785 -      
   
 4,447,345 2,000,184 
   
   

SHAREHOLDERS’ EQUITY 
   
Share capital (note 10) 77,863,120 70,181,826 
Contributed surplus (note10) 7,842,019 4,219,879 
Warrants (note 10) 150,148 1,379,606 
Deficit (12,387,963) (10,308,964) 
   
 73,467,324 65,472,347 
   
 $ 77,914,669 $ 67,472,531 
Basis of presentation (note 1) 
Commitments (note 15) 
See accompanying notes to the interim unaudited consolidated financial statements. 

 
 

 



 
EXCELSIOR ENERGY LIMITED 

 
UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS, COMPREHENSIVE LOSS   

AND DEFICIT 
 
 

 Nine Months Ended  
September 30 

Three Months Ended  
September 30 

 2008 2007 2008 2007 
     

REVENUE     
 Gas sales $      97,520 $      76,357 $     15,408 $      16,537 
 Royalties (15,531) (16,830) (3,070) (2,894) 
 Interest and other income 243,335 243,021 51,388 188,683 
 
 325,324 

 
302,548 63,726 

 
202,326 

EXPENSES     
 Operating expenses 26,225 10,721 8,159 2,456 
 General and administrative  1,111,375 811,834 407,453 316,607 
 Stock-based compensation (note 10) 2,365,235 3,090,653 407,935 2,902,285 
 Depreciation, depletion and accretion 62,733 43,604 11,120 11,532 
 Gain on reorganization of North Sea 
  Assets (note 6) (614,544) -      -      -      
     
 2,951,024 3,956,812 834,667 3,232,880 
     
Loss before non-controlling interest and 

income taxes (2,625,700) (3,654,264) (770,941) (3,030,554) 
     
 Future income tax reduction 539,098 -      96,493 -      
     
Loss before non-controlling interest (2,086,602) (3,654,264) (674,448) (3,030,554) 
     
 Non-controlling interest (note 6) 7,603 -      7,603 -      
     
NET AND COMPREHENSIVE LOSS (2,078,999) (3,654,264) (666,845) (3,030,554) 
     
DEFICIT, beginning of period (10,308,964) (5,367,643) (11,721,118) (5,991,353) 
 
DEFICIT, end of period $(12,387,963) 

 
$(9,021,907) $(12,387,963) 

 
$(9,021,907) 

     
Loss per share     
 Basic and diluted (note 11) $           (0.02)  $         (0.07) $          (0.01) $        (0.03) 

   See accompanying notes to the interim consolidated financial statements. 
 
 



 
 
 

EXCELSIOR ENERGY LIMITED 
 

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS 
 

 Nine Months Ended Sept. 30 Three Months Ended Sept. 30 
 2008 2007 2008 2007 

     
CASH FLOWS FROM (USED IN) OPERATING 
      ACTIVITIES 

    

Net loss and comprehensive loss $ (2,078,999) $ (3,654,264) $  (666,845) $ (3,030,554) 
 Items not affecting cash:     
  Depreciation, depletion and accretion 62,733 43,604 11,120 11,532 
  Stock-based compensation 2,365,235 3,090,653 407,935 2,902,285 
  Gain on sale of marketable securities -      (4,660) -      -      
  Gain on reorganization of North Sea assets (614,544) -      -      -      
  Non-controlling interest (7,603) -      (7,603) -      
  Future income tax reduction (539,098) -      (96,493) -      
 (812,276) (524,667) (351,886) (116,737) 
 Changes in non-cash working capital items (note 13) 125,940 (238,550) (44,766) (73,904) 

 (686,336) (763,217) (396,652) (190,641) 
 
CASH FLOWS FROM (USED IN) INVESTING 
 ACTIVITIES 

    

 Expenditures on petroleum and natural gas 
 properties 

 
(11,659,794) 

 
(28,412,026) 

 
(403,090) 

 
(19,457,407) 

 Expenditures on furniture and fixtures (2,656) (5,680) -      (5,680) 
 Proceeds on sale of marketable securities -      6,670 -      -      
 Changes in non-cash working capital items (note 13) (1,280,448) 3,322,941 (198,285) 3,253,251 

 (12,942,898) (25,088,095) (601,375) (16,209,836) 
     
CASH FLOWS FROM (USED IN) FINANCING 
 ACTIVITIES 

    

 Issuance of share capital and warrants for cash 12,458,708 38,262,728 11,286,848 126,969 
   Share issue costs  (894,023) (2,419,012) (814,868) (39,854) 

 Issuance of shares by subsidiary (note 6) 1,000,000 -      -      -      
 Issuance of shares for cash in PrivateCo -      1,181,084 -      1,181,084 
 Changes in non-cash working capital items (note 13) (2,259) 15,000 5,721 (75,575) 

 12,589,426 37,039,800 10,477,701 1,192,624 
     
CHANGE IN CASH AND CASH EQUIVALENTS (1,039,808) 11,188,488 9,479,674 (15,207,853) 
     
CASH and cash equivalents, beginning of period 15,848,648 3,965,957 5,329,166 30,362,298 
     
CASH and cash equivalents, end of period $14,808,840 $15,154,445 $14,808,840 $15,154,445 
Cash and cash equivalents consist of     
 Cash $     558,840 $    507,590 $     558,840 $     507,590 
 Guaranteed Investment Certificates 14,250,000 14,646,855 14,250,000 14,646,855 

 $14,808,840 $15,154,445 $14,808,840 $15,154,445 
See accompanying notes to the interim unaudited consolidated financial statements. 
 
. 



EXCELSIOR ENERGY LIMITED 
 

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
 

NINE AND THREE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007    Page 1 

 
1. BASIS OF PRESENTATION 
 
 The interim unaudited consolidated financial statements of Excelsior Energy Limited (“Excelsior” or 

the “Company”) for the nine and three month periods ended September 30, 2008 and 2007 are 
presented in accordance with Canadian generally accepted accounting principles (“GAAP”).  

 
These financial statements are prepared on the assumption that the Company will continue as a going 
concern and realize its assets and discharge its liabilities in the normal course of business. The 
recoverability of the amounts shown for oil and gas assets is dependent upon the ability of the 
Company to obtain financing necessary to complete the exploration and development and the 
discovery of economically recoverable oil and gas resources. If the going concern assumption is not 
appropriate, adjustments might be necessary to the carrying values of assets and liabilities, reported 
revenues and expenses, and the balance sheet classifications used in the consolidated financial 
statements. 

 
2. SIGNIFICANT ACCOUNTING POLICIES 
 
 The unaudited consolidated financial statements have been prepared following the same accounting 

policies and methods of computation as indicated in the audited consolidated financial statements for 
the year ended December 31, 2007, except as described below. The disclosures do not conform in all 
respects to the requirements of GAAP for annual financial statements and should be read in 
conjunction with Excelsior’s audited consolidated financial statements and the notes thereto for the 
year ended December 31, 2007. In the opinion of management, these interim consolidated financial 
statements contain all adjustments of a normal and recurring nature necessary to present fairly the 
Company’s financial position as at September 30, 2008 and the results of its operations and cash 
flows for the three and nine months ended September 30, 2008 and 2007. 

The preparation of financial statements in conformity with generally accepted accounting principles 
in Canada requires management to make estimates and assumptions that affect the reported amounts 
of assets, liabilities, revenues, expenses and related disclosures. Actual results could differ from those 
estimates and assumptions; however, management believes that such differences would not be 
material.  

Capital Disclosures 
On January 1, 2008, the Company prospectively adopted new Canadian accounting standards for 
Capital Disclosures which establishes standards for disclosing information about an entity’s 
objectives, policies and processes for managing its capital structure. The disclosures have been 
included in note 7. 
 
Financial Instruments Disclosures and Presentation 
On January 1, 2008, the Company prospectively adopted the following new standards: Financial 
Instruments – Disclosure and Financial Instruments – Presentation. The disclosures provide additional 
information on the risks associated with financial instruments and how to manage those risks. The 
additional disclosures required by these standards are provided in notes 8 and 9. 
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2. SIGNIFICANT ACCOUNTING POLICIES (continued) 
   

Recent Accounting Pronouncements 
 
In February 2008, Canadian accounting standard setters announced that International Financial 
Reporting Standards (“IFRS”) will replace Canada’s current Generally Accepted Accounting 
Principles (“GAAP”) for all publicly accountable profit-oriented enterprises for fiscal years beginning 
on or after January 1, 2011. Canadian entities will need to begin reporting under IFRS by the first 
quarter of 2011 with appropriate comparative data from the prior year. The Company continues to 
evaluate the impact of this changeover on its consolidated financial statements. 
 

3. PETROLEUM AND NATURAL GAS PROPERTIES 
  

 September  30, 
2008 

December 31,  
2007 

  
 

Cost 

Accumulated 
Depletion and 
Depreciation 

 
 

Net 

 
 

Net 
     
Canada $ 63,031,764 $    689,757 $62,342,007 $ 50,919,570 
North Sea 1,825,060 1,536,519 288,541 193,552 

 $ 64,856,824 $ 2,226,276 $ 62,630,548 $ 51,113,122 
 
 As at September 30, 2008, costs for unproven properties in the amount of $62,438,831 (December 31, 

2007 - $50,850,129) were excluded from the costs subject to depletion and depreciation representing 
costs in the North Sea and the oil sands project in Canada.  

 
 In April 2008, the Company restructured its holdings in its subsidiary (note 6). 
 
4. PROPERTY AND EQUIPMENT 

 September 30, 
2008 

December 31,  
2007 

  
Cost 

Accumulated 
Depreciation 

 
Net 

 
Net 

     
Furniture and fixtures $      13,021 $       4,120 $         8,901 $        10,473 
Computer equipment 21,943 9,914 12,029 12,726 
Computer software 11,099 10,043 1,056 3,279 

 $      46,063 $     24,077 $       21,986 $        26,478 
 



EXCELSIOR ENERGY LIMITED 
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5. ASSET RETIREMENT OBLIGATION 
 
 The following table presents the reconciliation of the beginning and ending aggregate carrying 

amount of the obligation associated with the retirement of oil and gas properties: 
 

 Nine Months 
Ended 

September 30,  
2008 

Year  
Ended 

December 3l, 
2007 

   
Asset retirement obligation, beginning of period $ 5,059 $  4,707 
Accretion expense 285 352 

Asset retirement obligation, end of period $ 5,344 $  5,059 
 
 The Company has estimated the total undiscounted amount required to settle the asset retirement 

obligation to be $11,760 (December 31, 2007 - $11,760). These obligations will be settled at the end 
of the useful life of the underlying asset, which currently extends up to 12 years into the future. This 
amount has been present valued using a credit-adjusted risk-free interest rate of 7.5% (2007 – 7.5%) 
and an inflation rate of 2.79% (2007 – 2.79%). 

 
6. REORGANIZATION OF NORTH SEA ASSETS 
 

In April 2008 the Company restructured its holding in its subsidiary, Excelsior Energy North Sea 
Limited (“EENS”). Excelsior incorporated a subsidiary ENS Energy Ltd. (“ENS”), and exchanged all 
of the common shares of EENS for 12,000,000 common shares of ENS. Subsequent to the 
restructuring ENS closed a $1.0 million private placement equity financing consisting of common 
shares and common share purchase warrants. The financing had the effect of reducing the Company’s 
interest in ENS from 100% to 75% as Excelsior did not participate in the financing. The 25% 
reduction in its holding resulted in a dilution gain to the Company of $614,544 and a reduction of 
petroleum and natural gas properties of $87,068, relating to the Company’s North Sea assets. The 
balance of $290,785 at September 30, 2008 represents the non-controlling interest’s share of the net 
assets of ENS. 

 
7. CAPITAL MANAGEMENT 
 
 The Company’s objective for managing its capital structure is to ensure it has the financial capacity, 

liquidity and flexibility to fund its investment in its unconventional resources. 
 
 The Company considers its capital structure to include shareholders’ equity. The Company’s oil sands 

property requires significant capital investment prior to cash flow generation. At this early stage of its 
oil sands development the Company’s access to debt is limited and it relies on equity issuances to 
fund capital investments. 

 
 The Company monitors capital to maintain a sufficient working capital position to fund annualized 

administrative expenses and capital investments. The Company prepares annual capital expenditure 
budgets which are updated as necessary depending on varying factors including successful capital 
deployment, current and forecast prices and general industry conditions. The Company will issue  
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7. CAPITAL MANAGEMENT (continued) 
 
 shares and may from time to time adjust its capital spending to maintain or adjust the capital 

structure. The Company has working capital of $14,454,765 at September 30, 2008. 
 
 The Company’s share capital is not subject to external restrictions. The Company has not paid or 

declared any dividends since the date of incorporation, nor are any contemplated in the foreseeable 
future. 

 
 There were no changes in the Company’s approach to capital management during the three months 

ended September 30, 2008. 
 
8. FINANCIAL INSTRUMENTS 
 
 Financial instruments of the Company include cash and cash equivalents, accounts receivable and 

accounts payable and accrued liabilities. The fair value of cash and cash equivalents, accounts 
receivable and accounts payable and accrued liabilities approximate their carrying amounts due to 
their short-terms to maturity. 

 
9. FINANCIAL RISK MANAGEMENT 
 
 Overview 
 The Company has exposure to the following risks from its use of financial instruments: 
 

• Credit risk 
• Liquidity risk 
• Market risk 

 
 The Company’s risk management policies are established to identify and analyze the risks faced by 

the Company, to set appropriate risk limits and controls, and to monitor risks and adherence to market 
conditions and the Company’s activities. 

 
 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 obligations, and arises principally from the Company’s 
receivables from joint interest partners. As at September 30, 2008 the Company’s receivables 
included $105,153 (December 31, 2007 - $15,307) from joint interest partners and $101,587 
(December 31, 2007 - $57,527) of other trade receivables. 
 
The Company receives its gas revenue from its non-operated property from a joint interest partner 
typically within one to three months of the joint interest bill being issued. The Company historically 
has not experienced any collection issues with its joint interest partner. Joint interest receivables for 
operations where the Company is the operator are typically collected within one to three months of 
the joint interest bill being issued to the partner. The Company attempts to mitigate the risk from joint 
interest receivables by obtaining partner approval of significant capital expenditures prior to 
expenditure. However, the receivables are from participants in the petroleum and natural gas sector, 
and collection of the outstanding balances is dependent on industry factors such as commodity price 
fluctuations, escalating costs and the risk of unsuccessful drilling. In addition further risk exists with  
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9. FINANCIAL RISK MANAGEMENT (continued) 

 
joint interest partners as disagreements occasionally arise that increase the potential for non- 
collection. The Company does not typically obtain collateral from petroleum and natural gas 
marketers or joint interest partners; however the Company will request a cash call advance for major 
projects before commencing operations. 

 
 Cash and cash equivalents consist of cash bank balances and short-term deposits maturing in less than 

90 days. The Company manages the credit exposure related to short-term investments by selecting 
guaranteed investment certificates, avoiding complex investment vehicles with higher risk such as 
asset backed commercial paper. 

 
 The carrying amount of accounts receivable and cash and cash equivalents represents the maximum 

credit exposure. The Company does not have an allowance for doubtful accounts as at September 30, 
2008 and 2007 and did not provide for any doubtful accounts nor was it required to write-off any 
receivables during the three month periods ended September 30, 2008 and 2007. 

 
 Liquidity risk 
 Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they are 

due. The Company’s approach to managing liquidity is to ensure, as far as possible, that it will have 
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions without 
incurring unacceptable losses or risking harm to the Company’s reputation. 

 
 The Company prepares annual capital expenditure budgets, which are regularly monitored and 

updated as considered necessary. Further, the Company utilizes authorizations for expenditures on 
both operated and non-operated projects to further manager capital expenditures. To facilitate its 
capital expenditure program the Company uses equity financing.  

 
 Market risk 
 Market risk is the risk that changes in market prices, such as foreign exchange rates, commodity 

prices, and interest rates will affect the Company’s net earnings or the value of financial instruments. 
The objective of market risk management is to manage and control market risk exposures within 
acceptable limits, while maximizing returns. 

 
The Company has minimal exposure to market risk as it has no debt or significant production and has 
minimal activity in the U.K. North Sea. The Company has not utilized any financial instruments to 
manage exposure to changes in interest rates, commodity prices or foreign exchange rates. 
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10. SHARE CAPITAL  
 
 (a) Authorized 
  Unlimited number of common voting shares 
  Unlimited number of preferred shares issuable in series 
 

(b) Common shares issued 
 Number Amount 
Balance December 31, 2007 106,519,391 $ 70,181,826 
Common shares issued for cash 2,305,500 1,171,413 
Issue costs, net of future income taxes of $19,789 -    (59,366) 
Tax effect of flow through shares -      (4,106,450) 
Common shares issued for cash 34,235,699 11,286,848 
Issue costs, net of future income taxes of $203,717 -      (611,151) 

Balance September 30, 2008 143,060,590 $ 77,863,120 
 
In January 2008, the Company closed the second tranche of a December 2007 private placement 
issuing 2,305,500 common shares at $0.52 per share. The brokers were issued warrants to 
purchase 138,330 common shares at a price of $0.75 per share. These warrants were assessed a 
fair value of $27,447 (see note 10d). Net proceeds after issue costs and fair value of warrants 
were $1,112,047. 
 
In September 2008, the Company completed a private placement comprised of 7,065,799 
common shares issued at a subscription price of $0.29 per share and 27,169,900 flow-through 
common shares at a price of $0.34 per flow-through share. As at September 30, 2008 the 
Company has commitments to incur and renounce $9,237,766 of eligible expenditures by 
December 31, 2009. Net proceeds after issue costs were $10,675,697. 

 
 (c) Stock options 

  
The Company has established a stock option plan under which it may grant options to directors, 
officers, employees and consultants up to 10% of the issued and outstanding common shares. 
Under this plan stock options are granted with an exercise price equal to market at the date of 
the grant. 
 
The weighted average assumptions used to value the options issued during the periods were as 
follows: 

 
 2008 2007 
Risk-free interest rate 2.74%-3.29% 3.89%-4.72% 
Expected life 0.5-5 years 5 years 
Expected volatility 106%-122% 113%-143% 
Dividend yield 0% 0% 
Weighted average fair value per option $0.35 $1.11 
Forfeiture rate 0% 0% 
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10. SHARE CAPITAL (continued) 
 

(c) Stock options (continued) 
 

  
Number of Options 

Weighted Average 
Exercise Price 

Balance December 31, 2007 7,462,825 $ 1.06 
Granted 2,610,000 0.45 
Expired (508,826) 0.94 

Balance September 30, 2008 9,563,999 0.90 
 

The following table summarizes the options outstanding and exercisable as at September 30, 
2008: 

 
 

Exercise Price 
Options 

Outstanding 
Options 

Exercisable 
 

Remaining Life (years) 
$ 1.05 83,333 83,333 2.5 

0.20 1,092,956 1,092,956 3.6 
0.45 500,000 333,333 3.6 
0.40 450,000 300,000 3.6 
1.44 4,577,710 3,051,807 4.0 
0.60 250,000 187,500 0.3 
0.50 75,000 25,000 4.4 
0.38 350,000 116,667 4.6 
0.43 250,000 83,333 4.7 
0.46 1,935,000 645,000 4.7 

 9,563,999 5,918,929  
 

(d) Warrants  
  
 The Company used the Black Scholes pricing model to determine the fair value of the warrants 

issued during the periods using the following assumptions: 
 

 2008 2007 
Risk-free interest rate 3.29% 4.66% 
Expected volatility 122% 132% 
Expected life 1 year 1 year 
Dividend yield Nil                Nil 
Weighted average fair value per warrant $0.20 $0.56 
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10. SHARE CAPITAL (continued) 

 
(d) Warrants (continued) 

 
 Warrants 

Outstanding 
 

Amount 
Balance, December 31, 2007 2,916,810 $  1,379,606 
Warrants issued 138,330 27,447 
Warrants expired (2,260,620) (1,256,905) 

Balance, September 30, 2008 794,520 $   150,148 
 

The following table summarizes the warrants outstanding and exercisable as at September 30, 
2008: 

 
 

Exercise Price 
Warrants 

Outstanding 
Warrants 

Exercisable 
 

Remaining Life (years) 
  0.75 656,190 656,190 0.3 
  0.75 138,330 138,330 0.5 

 794,520 794,520  
 

(e) Contributed surplus 
 

Balance, December 31, 2007 $  4,219,879 
Stock-based compensation 2,365,235 
Fair value of warrants expired 1,256,905 

Balance, September 30, 2008 $ 7,842,019 
 
11. LOSS PER SHARE 
 
 Basic loss per common share is calculated using the weighted average number of shares outstanding 

during the period. The weighted average number of common shares outstanding is as follows: 
 

 Nine Months Ended Sept. 30 Three Months Ended Sept. 30 
 2008 2007 2008 2007 
Basic and diluted weighted 
average number of common 
shares outstanding during 
the period 

 
 
 

112,251,793 

 
 
 

54,812,486 

 
 
 

119,244,452 

 
 
 

93,971,291 
 
 As the Company is in a loss position for each period, 6,515,658 common shares (2007 – 7,359,079) 

that would be issued on the exercise of stock options, warrants and issued on certain performance 
thresholds being met (note 15) have been excluded from the calculation as these dilutive instruments 
are anti-dilutive in nature. 
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12. FUTURE INCOME TAXES 
 
  The components of future income tax liability (asset) are as follows: 
 

 September 30, 2008 December 31, 2007 
Non-capital losses $ 1,884,000 $    1,502,000 
Share issue costs 822,000 778,000 
Cumulative eligible capital 34,000 34,000     
Capital losses  14,000 14,000 
Asset retirement obligations 1,000 1,000 
Petroleum and natural gas properties and 
  property and equipment 

 
(6,099,000) 

 
(2,008,000) 

 (3,344,000) 321,000 
Valuation allowance -      (321,000) 

 $(3,344,000) $         -        
 

For income tax purposes, the Company has $7,536,000 of non-capital losses from current and 
prior years which can be applied to reduce future years’ taxable income, expiring between 2009 
and 2027.  

 
13. SUPPLEMENTAL CASH FLOW INFORMATION 
 
 Changes in non cash working capital: 

 Nine Months Ended Sept. 30 Three Months Ended Sept. 30 
 2008 2007 2008 2007 
Operating activities     
 Accounts receivable $     115,962 $   (174,336) $     (78,578) $   (144,535) 
 Prepaid expenses and deposits (33,213) (42,340) (63,722) (38,315) 
 Accounts payable and accrued 
  liabilities 

 
43,191 

 
(21,874) 

 
97,534 

 
108,946 

 $     125,940 $   (238,550) $     (44,766) $     (73,904) 
Investing activities     
 Accounts receivable $(51,761) $      19,314 $(18,074) $      19,314 
 Prepaid expenses and deposits -      -      -      -      
 Accounts payable and accrued 
 liabilities 

 
(1,228,687) 

 
3,303,627 

 
(180,211) 

 
3,233,937 

 $(1,280,448) $ 3,322,941 $   (198,285) $ 3,253,251 
Financing activities     
 Accounts receivable -      $      15,000 -      -      
 Accounts payable and accrued 
 liabilities 

 
$       (2,259) 

 
-      

 
$        5,721 

 
$     (75,575) 

 $       (2,259) $      15,000 $        5,721 $     (75,575) 
 
Interest income in the amount of $203,882 was received in the nine month period ended September 
30, 2008 (2007 - $196,330). 
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14. RELATED PARTY TRANSACTIONS 

 
The Company utilizes the services of a law firm of which a director of the Company is a partner. 
During the three and nine month periods ended September 30, 2007 the Company expended $35,851, 
recorded in share capital as share issue costs, in legal fees with this firm. 
 
The Company utilized the services of another law firm of which a former officer of the Company is a 
partner. During the nine month period ended September 30, 2007 the Company expended $23,147 
recorded in general and administrative expenses, $16,337 in share capital for share issue costs and 
$15,047 in petroleum and natural gas properties in legal fees with this firm. During the three month 
period ended September 30, 2007 there were no fees paid to this firm. 
 
These transactions were in the normal course of business and were measured at the exchange amount 
agreed to by both the parties.  
 

15. COMMITMENTS 
 

The Company signed a farm-in agreement to acquire up to a 75% working interest in 18 contiguous 
sections of land in the West Surmont area south of Fort McMurray (“Surmont Asset” or “Surmont”). 
Pursuant to the farmin agreement, the Company has an option to earn up to a 75% working interest by 
funding a drilling program to a maximum of $6,750,000, by March 31, 2010. The Company also 
agreed to pay a supplemental payment of up to $2,900,000 which is contingent upon successful 
drilling results and the parties’ agreement to continue operations. This supplemental payment will be 
satisfied by funding the farmor’s 25% share of continuing operations.  

 
Excelsior was awarded two blocks in the United Kingdom Continental Shelf. Under the terms of the 
licence the Company has an option to elect to drill an exploratory well by March 31, 2009, or 
relinquish the licence. Prior to the election the Company is obligated to incur expenditures to 
reprocess and interpret seismic at an estimated cost of $225,000, depending on availability of data. 
 
The Company has commitments to incur and renounce $16,425,800 of eligible expenditures by 
December 31, 2008 and $9,237,766 of eligible expenditures by December 31, 2009. As at September 
30, 2008, the Company had incurred approximately $15,711,000 of eligible expenditures. 

 
The Company acquired 1250162 Alberta Ltd. (“PrivateCo”) pursuant to a share purchase agreement 
in 2007. PrivateCo’s net assets consisted primarily of a right to earn a 22.5% working interest in the 
Hangingstone oil sands asset. The share purchase agreement contemplates up to an additional 
6,000,000 common shares of the Company to be issued upon certain reserves performance thresholds 
being met on the Hangingstone property prior to December 31, 2010. These performance thresholds 
were not met at September 30, 2008 therefore no common shares were issued. 

 
16. COMPARATIVE FIGURES 

 
Certain comparative figures have been reclassified to conform with the current periods’ presentation. 


