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COASTPORT CAPITAL INC.

Balance Sheets
(Canadian Dollars)

December 31,

December 31,

2009 2008
ASSETS
Current assets
Cash S 648,400 S 2,505,377
Receivables (note 10) 49,203 4,106
Prepaid expenses 12,063 3,167
709,666 2,512,650
Property and equipment (note 4) 1,254,569 5,187
S 1,964,235 S 2,517,837
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued liabilities (note 10) S 37,794 § 203,348
Asset Retirement Obligations (note 5) 73,474 -
111,268 203,348
Shareholders' equity
Share capital (note 6) 15,057,449 15,057,449
Warrants (note 6) - 1,378,883
Contributed surplus (note 7) 3,437,756 1,930,676
Deficit (16,642,238) (16,052,519)
1,852,967 2,314,489
S 1,964,235 $ 2,517,837

Nature of operations and going concern (note 1)
Subsequent event (note 13)

Approved by the Directors on behalf of the Board:

"David Patterson"

David Patterson

"Laurie Sadler"

Laurie Sadler

The accompanying notes are an integral part of these financial statements.



COASTPORT CAPITAL INC.

Statements of Operations
(Canadian Dollars)

Years Ended December 31,

2009 2008
Revenue
Petroleum and natural gas S 175,080 S -
Royalties (35,210) -
139,870 -
Expenses
Accretion 2,407 -
Administrative fees 80,500 76,500
Amortization and depletion 158,516 3,480
Audit and accounting 28,892 29,210
Filing and listing fees 9,195 8,395
Foreign currency translation, net (10,246) (151)
Legal fees 10,626 7,442
Management fees (note 10) 142,764 132,725
Office and miscellaneous 25,258 25,697
Production and operating 73,130 -
Promotion 29,404 33,081
Rent (note 10) 51,109 38,000
Stock-based compensation (note 7) 128,197 103,251
Telephone and communications 9,694 6,944
Transfer agent fees 5,307 5,460
Travel 9,504 8,266
754,257 478,300
Loss before the following (614,387) (478,300)
Other items
Interest income 10,934 79,102
Gain on forgiveness of debt (note 4) 13,734 -
Write-off of mineral property interests (note 4) - (7,338,652)
24,668 (7,259,550)
Net loss and comprehensive loss for the year S (589,719) S (7,737,850)
Basic and diluted loss per share S (0.01) $ (0.19)
Weighted average number
of common shares outstanding 40,983,946 40,942,077

The accompanying notes are an integral part of these financial statements.



COASTPORT CAPITAL INC.

Statements of Shareholders' Equity
(Canadian Dollars)

Total

Common Shares Contributed shareholders'

Number Amount Warrants surplus Deficit equity

As at December 31, 2007 40,217,752 S 14,900,532 S 1,378,883 $ 1,827,425 S (8,314,669) S 9,792,171

Mineral property option payments (note 4) 766,194 156,917 - - - 156,917

Stock-based compensation (note 7) - - - 103,251 - 103,251

Loss for the year - - - - (7,737,850) (7,737,850)

As at December 31, 2008 40,983,946 15,057,449 1,378,883 1,930,676 (16,052,519) 2,314,489
Expiry of warrants - - (1,378,883) 1,378,883 - -

Stock-based compensation (note 7) - - - 128,197 - 128,197

Loss for the year - - - - (589,719) (589,719)

As at December 31, 2009 40,983,946 S 15,057,449 S - S 3,437,756 S (16,642,238) S 1,852,967

The accompanying notes are an integral part of these financial statements.



COASTPORT CAPITAL INC.

Statements of Cash Flows
(Canadian Dollars)

Cash provided by (used for):

Operating activities
Loss for the year
Items not involving cash:

Years Ended December 31,

2009

2008

$  (589,719)

$

(7,737,850)

Accretion, amortization and depletion 160,923 3,480
Stock-based compensation 128,197 103,251
Gain on forgiveness of debt (13,734) -
Write-off of mineral property interests - 7,338,652
Unrealized (gain) loss on foreign exhange 941 (454)
Changes in non-cash operating working capital items:
Receivables (45,097) 3,817
Prepaid expenses (8,896) 6,845
Accounts payable and accrued liabilities 22,994 (166,488)
(344,391) (448,747)
Investing activity
Expenditures on property and equipment (1,511,645) (314,725)
Foreign exchange effect on cash (941) 454
Change in cash during the year (1,856,977) (763,018)
Cash, beginning of year 2,505,377 3,268,395
Cash, end of year S 648,400 S 2,505,377
Supplemental cash flow information
Cash paid for interest S - S -
Cash paid for income taxes S - $ -
Non-cash financing and investing activities:
Common shares issued for acquisition of mineral properties S - S 156,917
Expenditures on mineral properties included in accounts payable
and accrued liabilities S - S 174,814
Asset retirement obligations included in property and equipment S 71,067 §$ -

The accompanying notes are an integral part of these financial statements.



COASTPORT CAPITAL INC.

Notes to the Financial Statements

Years Ended December 31, 2009 and 2008
(Canadian Dollars)

1. Nature of Operations and Going Concern

The Company is a public company incorporated on April 14, 2000 under the Alberta Business Corporations Act, and on
June 1, 2005, the Company was continued into British Columbia under the Business Corporations Act of British Columbia.
Prior to 2009 the Company’s principal business activity was the acquisition and exploration of mineral properties.
During the year ended December 31, 2009, the Company abandoned its only mineral property interest and purchased
certain producing natural gas properties located in Alberta, Canada (note 4). As such, the Company intends to focus
its future business activities on the acquisition, exploration and development of petroleum and natural gas properties
(“P&NG”).

These financial statements have been prepared in accordance with Canadian generally accepted accounting
principles (“GAAP”) on a going concern basis, which assumes that the Company will realize its assets and discharge its
liabilities in the normal course of business.

For the year ended December 31, 2009 the Company reported a loss of $589,719 (2008 - $7,737,850) and as of
December 31, 2009 has a deficit of $16,642,238 (2008 - $16,052,519). As at December 31, 2009, the Company had
$648,400 in cash available to meet its liabilities as they become due and to complete the acquisition, exploration and
development of its P&NG property interests (note 4). The Company’s ability to continue as a going concern is
dependent upon its ability to secure additional financing on a timely basis, and achieve sufficient positive cash flows
to cover obligations and expenses. Management is actively seeking investment capital through the issuance of share
capital. Subsequent to December 31, 2009 the Company raised additional equity financing (note 13).

These financial statements do not give effect to any adjustments to the amounts and classifications of assets and
liabilities, which might be necessary should the Company be unable to continue its operations as a going concern.

2. Significant Accounting Policies
These financial statements are prepared in accordance with the Canadian GAAP and are stated in Canadian dollars.
a) Cash
Cash consists of cash on deposit with banks.
b) Property and equipment

Property and equipment is recorded at cost and amortized over the estimated useful lives of the assets on the
following bases:

Computer hardware 30% declining balance per annum
Computer software 100% declining balance per annum
Furniture and fixtures 20% declining balance per annum
P&NG property interests see note 2(c)
Mineral property interests see note 2(d)

The Company evaluates the recoverability of its property and equipment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. An impairment loss would be recognized when
estimates of future cash flows expected to result from the use of an asset or its disposition are less than its carrying
amount.



COASTPORT CAPITAL INC.

Notes to the Financial Statements

Years Ended December 31, 2009 and 2008
(Canadian Dollars)

2.

Significant Accounting Policies( cont ' d)

c)

d)

P&NG property interests

The Company follows the full-cost method of accounting for costs of P&NG properties. All costs relating to the
acquisition, exploration and development of P&NG are capitalized. Such costs by area of interest include geological
and geophysical expenditures, land acquisition costs and costs of drilling productive and non-productive wells, and
general and administrative costs directly related to exploration and development activities.

When and if production is attained, these costs are depleted using the unit-of-production method based upon
estimated proven recoverable reserves. The Company applies a ceiling test in respect of producing properties to
determine that the capitalized costs of producing properties will be recovered from estimated net future revenues
from the productions of proved reserves at year-end P&NG prices. The Company records an impairment loss when
the carrying amount of an area of interest is considered not recoverable and exceeds its fair value. The carrying
value is considered not recoverable when the carrying amount exceeds the sum of the undiscounted cash flows
based on expected prices. Fair value is determined using the expected present value approach. This approach
incorporates risk and uncertainties in the expected future cash flows, which are discounted using a risk-free rate of
return.

No gains or losses are ordinarily recognized upon the sale or disposition of P&NG properties within a specified area
of interest, unless such a disposition would alter the rate of depletion and depreciation of 20% or more or a sale or
abandonment of an entire area of interest.

The carrying value of capitalized costs for producing and exploration stage P&NG properties are separately
reviewed at each reporting period to determine if impairment in value is indicated. Should impairment occur, the
carrying value will be written down to the estimated net recoverable amount. Future depletion charges will be
based on the revised carrying values for producing properties.

Costs incurred for initial new property investigation where no acquisition occurs are expensed as incurred.
Mineral property interests

The Company records mineral property interests, which consist of the right to explore for mineral deposits, at
cost on a property-by-property basis. The Company records deferred exploration costs, which consist of costs
attributable to the exploration of mineral property interests, at cost. All direct and indirect costs, net of
recoveries, relating to the acquisition and exploration of these mineral property interests are capitalized on the
basis of specific claim blocks until the mineral property interests to which they relate are placed into production,
the mineral property interests are disposed of through sale or where management has determined there to be
an impairment. If a mineral property interest is abandoned, the mineral property interests and deferred
exploration costs will be written off to operations in the period of abandonment.

On an ongoing basis, the capitalized costs are reviewed on a property-by-property basis to consider if there is any
impairment on the subject property. Management’s determination for impairment is based on: 1) whether the
Company’s exploration programs on the mineral property interests have significantly changed, such that
previously identified resource targets are no longer being pursued; 2) whether exploration results to date are
promising and whether additional exploration work is being planned in the foreseeable future; or 3) whether
remaining lease terms are insufficient to conduct necessary studies or exploration work.



COASTPORT CAPITAL INC.

Notes to the Financial Statements

Years Ended December 31, 2009 and 2008
(Canadian Dollars)

2.

SignificantAccounti ng Policies (cont’'d)

d)

e)

f)

g)

Mineral property interests (cont’d)

The recorded cost of mineral property interests is based on cash paid and the fair value of share consideration
issued (where shares are issued) for mineral property interest acquisitions and exploration costs incurred. The
recorded amount may not reflect recoverable value and is not intended to reflect present or future values as this
will be dependent on future development programs, the nature of the mineral deposit, commodity prices,
adequate funding and the ability of the Company to bring its projects into production.

Asset retirement obligations

The Company recognizes the fair value of a future asset retirement as a liability in the period in which it incurs a
legal obligation associated with the retirement of long-lived assets that results from the acquisition, construction,
development and/or normal use of the assets if a reasonable estimate of fair value can be made. The Company
concurrently recognizes a corresponding increase in the carrying amount of the related long-lived asset. The fair
value of the asset retirement obligation is estimated using the expected cash flow approach that reflects a range of
possible outcomes discounted at a credit-adjusted risk-free interest rate. Subsequent to the initial measurement,
the asset retirement obligation is adjusted at the end of each period to reflect the passage of time and changes in
the estimated future cash flows underlying the obligation. Changes in the obligation due to the passage of time are
recognized in income as an operating expense using the effective interest method. Changes in the obligation due to
changes in estimated cash flows are recognized as an adjustment of the carrying amount of the related long-lived
asset that is depreciated over the remaining life of the asset.

Loss per share

Basic loss per share is computed by dividing earnings (loss) by the weighted average number of common shares
outstanding during the period. Diluted earnings per share amounts reflect the potential dilution that could occur
if securities or other contracts to issue common shares were exercised or converted to common shares. The
Company uses the treasury stock method for calculating diluted earnings per share. Under this method the
dilutive effect on earnings per share is recognized on the use of the proceeds that could be obtained upon
exercise of options, warrants and similar instruments. It assumes that the proceeds would be used to purchase
common shares at the average market price during the period.

Use of estimates

The preparation of financial statements in conformity with Canadian GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses
during the period. Significant areas requiring the use of management estimates relate to the amounts recorded
for depletion and amortization of P&NG properties, the provision for asset retirement obligations, determination
of impairment of assets, useful lives for amortization of long-lived assets, accrued liabilities, fair value of financial
instruments, determination of asset retirement and environmental obligations, the assumptions used in the
calculation of stock-based compensation and future income tax valuation allowance. While management
believes these estimates to be reasonable, actual results could differ from estimates and could have a significant
impact on future results of operations and cash flows.



COASTPORT CAPITAL INC.

Notes to the Financial Statements
Years Ended December 31, 2009 and 2008
(Canadian Dollars)

2.

Significant Accounting Policies( cont ' d)

h)

i)

k)

Foreign currency translation

The Company’s functional and reporting currency is the Canadian dollar. The monetary assets and liabilities of the
Company that are denominated in foreign currencies are translated at the rate of exchange at the balance sheet
date while non-monetary assets and liabilities are translated at historical rates. Revenues and expenses (excluding
depletion, amortization and accretion, which are at the same rate as the related asset) are translated at the
exchange rates approximating those in effect on the date of the transactions. Foreign exchange gains and losses
arising on translation are included in the statements of operations.

Income taxes

The Company follows the asset and liability method of accounting for income taxes. Under this method of tax
allocation, future income tax assets and liabilities are determined based on differences between the financial
statement carrying values and their respective income tax basis (temporary differences). Future income tax
assets and liabilities are measured using the tax rates expected to be in effect when the temporary differences
are likely to reverse. The effect on future income tax assets and liabilities of a change in tax rates is included in
operations in the period in which the change is enacted or substantively enacted. The amount of future income
tax assets recognized is limited to the amount of the benefit that is more likely than not to be realized.

Stock-based compensation

The Company accounts for stock-based compensation using a fair value based method with respect to all stock-
based payments measured and recognized, to directors, employees and non-employees. For directors and
employees, the fair value of the options is measured at the date of grant. For non-employees, the fair value of the
options is measured on the earlier of the date at which the counterparty performance is completed or the date the
performance commitment is reached or the date at which the equity instruments are granted if they are fully
vested and non-forfeitable. The fair value of the options is accrued and charged to operations, with the offset credit
to contributed surplus. For directors and employees the options are recognized over the vesting period, and for
non-employees the options are recognized over the related service period. If and when the stock options are
ultimately exercised, the applicable amounts of contributed surplus are transferred to share capital.

Valuation of equity units issued in private placements

The Company has adopted a relative fair value method with respect to the measurement of shares and warrants
issued as private placement units. The pro rata basis method requires each component to be valued at fair value
and an allocation of the net proceeds received based on the pro rata relative values of the components.

Financial instruments

All financial instruments are classified into one of five categories: held-for-trading, held-to-maturity, loans and
receivables, available-for-sale or other financial liabilities. All financial instruments are measured and reported on
the balance sheet at fair value, except for loans and receivables, held-to-maturity investments and other financial
liabilities, which are measured and reported at amortized cost. Subsequent measurements and changes in fair value
will depend on their initial classification. Held-for-trading financial instruments are measured at their fair value and
changes are recognized in net income (loss) in the period in which the change occurs. Available-for-sale financial
assets are measured at fair value and changes in fair value are recognized in other comprehensive income (loss)
until the financial instrument is de-recognized or impaired.



COASTPORT CAPITAL INC.

Notes to the Financial Statements

Years Ended December 31, 2009 and 2008
(Canadian Dollars)

2. Significant AccountingPo | i ci es (cont ' d)

Financial instruments (cont’d)

The Company has classified its cash as held-for-trading; receivables are classified as loans and receivables; and
accounts payable and accrued liabilities are classified as other financial liabilities.

The Company classifies its financial instruments measured at fair value at one of three levels according to the
relative reliability of the inputs used to estimate the fair value:

Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2— inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either
directly (i.e., as prices) or indirectly (i.e., derived from prices); and
Level 3— inputs for the asset or liability that are not based on observable market data (unobservable inputs).

Transaction costs that are directly attributable to the acquisition or issue of financial instruments that are
classified as other than held-for-trading are included in the initial carrying value of such instruments and
amortized using the effective interest method. Transaction costs that are directly attributable to the acquisition
or issue of financial instruments that are classified as held-for-trading are expensed as incurred.

Revenue recognition

Revenue from the sale of P&NG is recognized when title passes to an external party and is based on volumes
delivered to customers at contractual delivery points and rates. The costs associated with the delivery, including
operating and maintenance costs, transportation and production-based royalty expenses, are recognized during the
same period in which the related revenue is earned.

3. Future Accounting Pronouncements

a)

b)

International Financial Reporting Standards ("IFRS")

In February 2008, the Canadian Accounting Standards Board (“AcSB”) confirmed that Canadian GAAP for publicly
accountable enterprises will be converged with IFRS effective for fiscal years beginning on or after January 1, 2011.
The Company will therefore be required to report using IFRS commencing with its unaudited interim consolidated
financial statements for the three months ended March 31, 2011, which must include the interim results for the
prior period ended March 31, 2010 prepared on the same basis. IFRS uses a conceptual framework similar to
Canadian GAAP, but there are some significant differences on recognition, measurement and disclosure. While the
Company has begun assessing the adoption of IFRS, the financial reporting impact of the transition to IFRS cannot
be reasonably estimated at this time.

Business combinations

In January 2009, the Canadian Institute of Chartered Accountants (“CICA”) issued Handbook Section 1582, “Business
Combinations”, Section 1601, “Consolidated Financial Statements”, and Section 1602, “Non-Controlling Interests”.
These sections replace the former Section 1581, “Business Combinations”, and Section 1600, “Consolidated
Financial Statements”, and establish a new section for accounting for a non-controlling interest in a subsidiary.



COASTPORT CAPITAL INC.

Notes to the Financial Statements

Years Ended December 31, 2009 and 2008
(Canadian Dollars)

3.

4,

Future Accounting Pronouncements( cont ' d)

b)

Business combinations (cont’d)

Sections 1582 and 1602 will require net assets, non-controlling interests and goodwill acquired in a business
combination to be recorded at fair value and non-controlling interests will be reported as a component of equity. In
addition, the definition of a business is expanded and is described as an integrated set of activities and assets that
are capable of being managed to provide a return to investors or economic benefits to owners. Acquisition costs are
not part of the consideration and are to be expensed when incurred.

Section 1601, “Consolidated Financial Statements”, replaces the existing standards. This section establishes the
standards for preparing consolidated financial statements and is effective for the Company’s interim and annual
consolidated financial statements beginning on January 1, 2011.

Section 1602, “Non-Controlling Interests”, establishes standards for the accounting of non-controlling interests of a
subsidiary in the preparation of consolidated financial statements subsequent to a business combination. This
standard is equivalent to IFRS on consolidated and separate financial statements. This standard is effective for the
Company’s interim and annual consolidated financial statements beginning on January 1, 2011.

All three sections must be adopted concurrently. The Company will evaluate the impact of the adoption of these
sections as required.

Property and Equipment

Furniture Petroleum

Computer office  natural gas Mineral
equipment equipment properties properties Total

Cost

As at December 31, 2007 S 9,478 S 2974 S - S 6,881,646 S 6,894,098

Additions - - - 457,006 457,006

Disposals - - - (7,338,652) (7,338,652)

As at December 31, 2008 9,478 2,974 - - 12,452

Additions 3,060 1,124 1,403,714 - 1,407,898

As at December 31, 2009 S 12,538 S 4,098 S 1,403,714 § - $ 1,420,350
Accumulated amortization/depletion

As at December 31, 2007 S 2,952 S 833 § - S - S 3,785

Amortization and depletion charge 3,051 429 - - 3,480

As at December 31,2008 6,003 1,262 - - 7,265

Amortization and depletion charge 2,572 455 155,489 - 158,516

As at December 31, 2009 S 8575 § 1,717 S 155,489 S - $ 165,781
Net book value

As at December 31, 2008 S 3,475 S 1,712 § - S - S 5,187

As at December 31, 2009 S 3,963 § 2,381 S 1,248,225 S - $ 1,254,569




COASTPORT CAPITAL INC.

Notes to the Financial Statements

Years Ended December 31, 2009 and 2008
(Canadian Dollars)

4,

Property and Equipment ( cont ' d)

Petroleum and Natural Gas Property Interests

In July 2009, the Company purchased certain producing P&NG properties located in south and east-central Alberta.
The assets were acquired from a private Alberta corporation (the “Vendor”) for a purchase price of $1,087,000
(subject to adjustments). The effective date of purchase was June 1, 2009 at which the Company commenced
receiving revenues.

Concurrently, the Company executed an Area of Mutual Interest Agreement (“AMI”) with the Vendor wherein both
parties wish to pursue certain opportunities to purchase Crown lease rights and jointly drill wells in the area.

In December 2009, at the Alberta Crown Land sale, the Company acquired a 75% working interest in 7 sections of land
containing certain P&NG rights.

Of the $1,248,225 of P&NG properties, $1,005,647 is categorized as proven with the balance categorized as unproven.

In the year ended December 31, 2009, the Company performed a ceiling test on its P&NG interests and no impairment
charge was recorded. The impairment test is calculated by the Company’s independent engineering consultant using
future natural gas prices for the years 2010 to 2014 as follows: 2010 - $6.18/mcf; 2011 - $6.73/mcf; 2012 - $7.29/mcf;
2013 - $7.84/mcf; and 2014 - $8.16/mcf. Subsequent to 2014, prices are expected to increase by approximately 2% per
year.

Mineral Property Interests

As at December 31, 2008, the Company was party to a mineral property option agreement with Cornerstone Capital
Resources Inc. (“Cornerstone”) and Cornerstone Ecuador S.A., a wholly-owned subsidiary of Cornerstone, allowing
the Company to earn up to a 100% interest in the 15 concessions that make up the Shyri Property located in southern
Ecuador. Cornerstone and Cornerstone Ecuador S.A. are party to two separate underlying agreements, which form
the basis of their ownership in the Shyri Property.

In 2009, the Company advised Cornerstone that it would not be proceeding with the exercise of the option on the
Shyri Property. As such, the Company wrote-off $7,338,652 of acquisition and deferred expenditures to operations as
at December 31, 2008. Certain amounts payable related to the property were settled in 2009 resulting in a $13,734
gain on forgiveness of debt.

Asset Retirement Obligations

The total asset retirement obligations were estimated by management based on the Company’s net ownership
interest in all wells, estimated costs to reclaim and abandon the wells and the estimated timing of the costs to be
incurred in future periods. The Company has estimated the total undiscounted amount of future cash flows to settle
the obligations to be $170,604 as at September 30, 2009. These payments are expected to be made over the next 8
to 15 years. The Company used a weighted-average credit-adjusted, risk-free discount rate of 7.9% and a weighted-
average inflation rate of 2.0% to calculate the present value of the asset retirement obligations.

As at December 31, 2007 and 2008 S -
Liabilities incurred 71,067
Accretion expense 2,407

As at December 31, 2009 S 73,474




COASTPORT CAPITAL INC.

Notes to the Financial Statements

Years Ended December 31, 2009 and 2008
(Canadian Dollars)

6. Share Capital

a)

b)

Authorized: Unlimited common shares without par value
Unlimited number of preferred shares issuable in series, rights and privileges to be determined

upon issue

Warrants
Weighted
Weighted average
Number of average remaining
warrants  exercise price life (years)
As at December 31, 2007 and 2008 9,576,500 $0.60 0.45
Expired (9,576,500) $0.60 0.00
As at December 31, 2009 - $0.00 0.00

Warrants exercisable and outstanding are as follows:

Number of Number of

Exercise warrants warrants

Expiry date price 2009 2008
June 12, 2009 $0.60 - 6,362,000
June 13, 2009 $0.60 - 3,214,500
- 9,576,500

7. Stock Options

a)

Stock options outstanding

The Company has a stock option plan whereby a maximum of 10% of the issued and outstanding common shares
of the Company may be reserved for issuance pursuant to the exercise of stock options. The term of the stock
options granted are fixed by the board of directors and are not to exceed five years. The exercise prices of the
stock options are determined by the board of directors but shall not be less than the closing trading price of the
Company’s common shares on the day preceding the day on which the directors grant the stock options, less any
discount permitted by the Exchange to a minimum of $0.10 per share. The stock options vest immediately on the
date of grant unless otherwise required by the TSX Venture Exchange (the “Exchange”); however, a four-month
hold period applies to all shares issued under each stock option, commencing on the date of grant.

Other terms and conditions are as follows: all stock options are non-transferable; no more than 2% of the issued
number of shares may be granted to a consultant, or an employee performing investor relations activities, in any
12-month period; disinterested shareholder approval must be obtained for (i) any reduction in the exercise price
of an outstanding option, if the holder is an insider; and (ii) any grant of stock options to insiders, within a 12-
month period, exceeding 10% of the Company’s issued number of shares; and stock options will be reclassified in
the event of any consolidation, subdivision, conversion or exchange of the Company’s common shares.



COASTPORT CAPITAL INC.

Notes to the Financial Statements

Years Ended December 31, 2009 and 2008
(Canadian Dollars)

7. Stock Options (cont’'d)
a) Stock options outstanding (cont’d)

A summary of the Company’s stock options as at December 31, 2009 and 2008 and the changes during the years
then ended are as follows:

Weighted-
Weighted- average
Number of average remaining
shares  exercise price life (years)
As at December 31, 2007 3,970,000 $0.68 1.03
Cancelled (500,000) $0.26
Expired (1,390,000) $0.51
Forfeited (125,000) $0.50
Granted 825,000 $0.20
As at December 31, 2008 2,780,000 $0.36 0.32
Cancelled (25,000) $0.50
Expired (2,755,000) $0.36
Granted 4,098,000 $0.10
As at December 31, 2009 4,098,000 $0.10 0.84
The number of stock options exercisable and outstanding is as follows:
2009 2008
Exercise Options Options Options Options
Expiry date price outstanding exercisable outstanding exercisable
January 17, 2009 $0.20 - - 825,000 800,000
'March 13, 2009 $0.20 - - 230,000 230,000
"March 25, 2009 $0.20 - - 200,000 200,000
June 18, 2009 $0.50 - - 1,500,000 1,500,000
November 4, 2010 $0.10 4,098,000 3,798,000 - -
November 28, 2010 $0.50 - - 25,000 25,000
4,098,000 3,798,000 2,780,000 2,755,000

1During the year ended December 31, 2008, the Company amended the exercise price of 200,000 stock options
expiring on April 23, 2008 to $0.20 from $1.15, amended the exercise price of 100,000 stock options expiring
August 20, 2008 to $0.20 from $0.90, amended the exercise price of 150,000 stock options expiring on October 30,
2008 to $0.20 from $0.73, amended the exercise price of 75,000 stock options expiring on November 8, 2008 to
$0.20 from $0.91, amended the exercise price of 600,000 stock options expiring on March 25, 2009 to $0.20 from
$0.57, and amended the exercise price of 230,000 stock options from $0.90 to $0.20 and expiry date from
March 13, 2008 to March 13, 2009. The aggregate fair value compensation cost of these stock option amendments
was $55,478 and has been recorded as stock-based compensation.
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7. Stock Options (cont’'d)
b) Stock-based compensation
The fair value based method is used to calculate the compensation for all stock-based awards. The stock-based

compensation for fiscal 2009 and 2008 grants were calculated by using the Black-Scholes option pricing model
with the following weighted average assumptions and resulting weighted average grant date fair values:

Risk-free interest rate 0.61% 3.37%
Expected dividend yield 0.00% 0.00%
Expected stock price volatility 113.11% 54.08%
Expected option life in years 1.0 1.0
Grant date fair value $0.03 $0.04

As at December 31, 2009, 300,000 stock options granted to consultants will vest during 2010.

The fair value of vested stock options granted and amended to directors, officers, employees and consultants is
broken down as follows:

2009 2008
Directors, officers and employees S 123,927 S 37,111
Consultants 4,270 66,140

S 128,197 §$ 103,251

8. Financial Instruments

As at December 31, 2009, the Company’s financial instruments are cash, receivables, and accounts payable and
accrued liabilities. The amounts reflected in the balance sheets are carrying amounts and approximate their fair
values due to the short-term nature.

The Company does not use derivative instruments or hedges to manage risks because the Company’s exposure to
credit risk, interest rate risk and currency risk is not considered significant.

a) Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by
failing to discharge an obligation. The Company’s cash and receivables are exposed to credit risk. The credit risk
on cash is mitigated by placing it in major financial institutions.

The majority of the Company’s receivables are with customers in the P&NG industry and are subject to normal
industry credit risks. The Company generally extends unsecured credit to these customers and therefore the
collection of accounts receivable may be affected by changes in economic or other conditions. The Company
believes the risk is mitigated by the size and reputation of the companies to which they extend credit. The
Company has not experienced any material credit loss in the collection of accounts receivable to date.
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8. Fi

a)

b)

c)

d)

nanci al I nstruments (cont’' d)
Credit risk (con’d)

The aging of receivables is as follows:

2009 2008
Receivables
0 to 60 days S 38,701 S 4,106
61 to 120 days 10,502 -
$ 49,203 S 4,106

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates. The Company’s cash is not exposed to significant interest rate risk.

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. The Company was exposed to currency risk from its exploration program in
Ecuador where the costs incurred were substantially in US dollars. The Company’s current exposure to currency
risk is small as the Company’s operations are now in one country, being Canada. The current dollar amount and
number of transactions conducted in currencies other than the Canadian dollar are not significant.

As at December 31, 2009, cash includes $3,371 (US$3,208) of US denominated cash. As at December 31, 2009, if
the Canadian dollar changed by 10% against the US dollar with all other variables remaining constant, the change
in loss and comprehensive loss would be insignificant.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting financial obligations as they
become due. The Company’s accounts payable and accrued liabilities are all current and due within 90 days of
the balance sheet date. The Company ensures that it has sufficient capital to meet short-term financial
obligations after taking into account its exploration obligations and cash and cash equivalents on hand.
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9.

10.

Capital Management
The Company’s objectives when managing capital are:

A To safeguard the Company’s ability to continue as a going concern.

A To maintain appropriate cash reserves on hand to meet ongoing operating costs and to acquire, explore and
develop new P&NG properties.

To invest cash on hand in highly liquid and highly rated financial instruments.

>

In the management of capital, the Company includes shareholders’ equity in the definition of capital.

The Company manages the capital structure and makes adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets, especially in regard to its P&NG interests and its mineral
properties. In order to maintain or adjust the capital structure, the Company may issue common shares through
private placements. There were no changes in the Company’s approach to capital management during the year
ended December 31, 2009.

The Company is not exposed to externally imposed capital requirements.
Related Party Transactions

Related party transactions are in the normal course of operations and are measured at the exchange amount, which is
the amount of consideration established and agreed to by the related parties. The following is a summary of the related
party transactions not already disclosed in the financial statements that occurred throughout the years ended
December 31, 2009 and 2008:

a) paid or accrued $142,764 (2008 - $132,725) for management fees to a company controlled by the Chief Executive
Officer (“CEQ”) and President and to a company controlled by the Vice-President of Exploration;

b) paid or accrued $51,109 (2008 - $38,000) for rent to companies controlled by the CEO; and

c) paid or accrued SNil (2008 - $14,628) for technical geological services to a company controlled by the Vice-President
of Exploration.

Receivables includes $282 (2008 - $286) owing from an officer of the Company. Accounts payable and accrued liabilities

includes $1,942 (2008 - SNil) owing to a company controlled by an officer of the Company.
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11. Income Taxes

The reconciliation of income tax provision computed at the statutory rate of 30% for the year ended December 31,
2009 (2008 — 31%) to the reported income tax provision is as follows:

2009 2008
Income tax benefit computed at statutory rates S 176,916 $ 2,398,700
Effect of non-taxable items (39,107) 48,400
Change in temporary differences for the year:
Mineral property interests (18,478) (220,100)
Other differences 10,366 (77,600)
Change in valuation allowance (179,061) (1,825,500)
Change in future income taxes resulting from enacted tax rate reduction 49,364 (323,900)
$ - $ -

Significant components of the Company’s future tax assets as of December 31, 2009 and 2008 are as follows:

2009 2008
Future income tax assets:
Difference between the carrying value and tax value of the resources pool S 2,918,753 § 3,013,554
Non-capital losses carried forward 900,370 804,322
Share issue costs 101,402 170,941
Asset retirement obligation 18,369 -
Other 5,699 5,139
Valuation allowance (3,944,593) (3,993,956)
$ - $ -

The Company has accumulated non-capital losses of approximately $3,643,844 that may be deducted against taxable
income in future years. The losses expire as follows:

Year Amount
2009 S 42,363
2010 105,468
2014 230,252
2025 248,474
2026 946,435
2027 965,052
2028 555,504
2029 550,296

$ 3,643,844

Also, the Company has $25,000 of capital losses and approximately $12,700,000 of resource tax pools, which may be
deducted against taxable income in future years. These losses and pools can be carried forward indefinitely.
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12. Segmented Information

The Company currently operates in one reportable operating segment, being the acquisition, exploration and
development of P&NG property interests. The Company currently operates in one reportable geographic segment, being
Canada.

13. Subsequent Event

a) Subsequent to December 31, 2009, the Company closed a non-brokered private placement for gross proceeds of

b)

<)

$1,683,500. These funds were raised through the issuance of 13,468,000 units at a price of $0.125 per unit. Each
unit consists of one common share and one-half of one common share purchase warrant. Each whole warrant
entitles the holder, on exercise, to purchase one common share at a price of $0.20 until August 25, 2010, and at a
price of $0.30 until February 25, 2011.

The Company has undertaken to pay finder’s fees of 1) $82,509; 2) 659,960 finder’s warrants, where each
finder’s warrant is exercisable into one common share at a price of $0.20 until August 25, 2010 and at a price of
$0.30 until February 25, 2011; and 3) 185,000 units (having the same terms as the units purchased by the private
placement investors).

On April 9, 2009, the Company entered into an agreement to acquire all of the issued and outstanding shares of
Prairie Exploration Inc. (“Prairie”), a privately held oil and natural gas company, for a total purchase price of
20,000,000 common shares of the Company.

The purchase is subject to certain conditions, including the acquisition by the Company of not less than 90% of
the outstanding Prairie shares (on a diluted basis) and the receipt of all regulatory approvals, including the
approval of the Exchange. The Company and Prairie have directors in common, and as such the purchase is a
non-arms-length transaction.

Subsequent to December 31, 2009, the Company announced that it would be undertaking a non-brokered
private placement in an amount of $350,000. The private placement will consist of 2,800,000 Units at a price of
$0.125 per Unit. Each Unit will consist of one common share and one-half of one common share purchase
warrant. Each whole warrant will entitle the holder, on exercise, to purchase one common share for a period of
12 months, at a price of $0.20 during the first six months and at a price of $0.30 during the following six months.
The private placement is subject to the approval of the Exchange.

14. Comparative figures

Certain of the 2009 and 2008 comparative figures have been reclassified to conform to the current year’s presentation.



