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STREAM OIL & GAS LTD.
(formerly L.G.R. Resources Ltd.)
CONSOLIDATED BALANCE SHEETS
(Expressed in U.S. Dollars)

November 30, October 31,
2008 2007
$ $
ASSETS
Current
Cash and cash equivalents 737,752 274,588
Restricted cash (Note 6) 711,831 -
Accounts receivable (Note 3) 610,284 -
GST and other receivables 24,056 -
Prepaid expenses 113,768 1,500
2,197,691 276,088
Property and Equipment (Note 4 5,237,13. 887,11!
Restricted Cash(Note 6 - 4,800,00
7,434,822 5,963,207
LIABILITIES AND SHAREHOLDERS' EQUITY
Current
Accounts payable and accrued liabilities 1,031,442 309,032
Due to related parties (Note 7) - 293,508
1,031,442 602,540
Shareholders' Equity
Capital stock (Note 8) 2,156,100 305,303
Contributed surplus (Note 8) 5,979,421 5,402,045
Deficit (1,732,141) (346,681)
6,403,380 5,360,667
7,434,822 5,963,207
Nature and continuance of operation(Note 1
Commitments (Note 6)
Subsequent event(Note 15
On behalf of the Board:
"' Sotiri os Kapotas' , Director "Leslie Goodman" , Director

The accompanying notes are an integral part okthessolidated financial statements



STREAM OIL & GAS LTD.
(formerly L.G.R. Resources Ltd.)
CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT
(Expressed in U.S. Dollars)

For the period

For the thirteen from incorporation
month period ended on June 11, 2007
November 30, to October 31,
2008 2007
$ $
REVENUE
Qil and gas revenue (Note 3) 2,834,723 -
EXPENSES
Operating 1,225,939 -
Sales and transportation 300,755 -
Management fees and salaries 1,041,051 36,211
Office and miscellaneous 372,945 77,914
Professional fees 691,391 178,060
Travel 158,808 89,568
Stock-based compensation 315,390 -
Amortization and depletion 124,943 9,386
Foreign exchange gain (loss) 136,179 (7,534)
4,367,401 383,605
Loss before otheritems (1,532,678) (383,605)
OTHER ITEMS
Interest income 160,207 36,924
Write-off of mineral property (Note 5) (12,989) -
147,218 36,924
Net loss and comprehensive loss for the period (1,385,460) (346,681)
Deficit, beginning of period (346,681) -
Deficit, end of perioc (1,732,141) (346,681)
Basic and fully diluted loss per share (0.04) 0.01)
Weighted average number of shares outstanding 36,462,514 33,278,010

The accompanying notes are an integral part oethessolidated financial statements.



STREAM OIL & GAS LTD.

(formerly L.G.R. Resources Ltd.)
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Expressed in U.S. Dollars)

For the thirteen
month period ended
November 30,

For the period
from incorporation
on June 11, 2007
to October 31,

2008 2007
$ $
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss for the period (1,385,460) (346,681)
Items not affecting cash:
Amortization and depletion 124,943 9,386
Stock-based compensation 315,390 -
Write-off of mineral property 12,989 -
Changes in non-cash working capital items:
Accounts receivable (610,284) -
GST and other receivables (15,794) -
Prepaid expenses (108,396) (1,500)
Accounts payable and accrued liabilities (694,328) 109,032
Net cash used in operating activities (2,360,940) (229,763)
CASH FLOWS FROM INVESTING ACTIVITES
Acquisition of property and equipment (3,058,217) (448,799)
Restricted cash 4,088,169 (4,800,000)
Cash and cash equivalents acquired on acquisifone(9) 1,950,766 -
Cash provided by (used in) investing activities 2,980,718 (5,248,799)
CASH FLOWS FROM FINANCING ACTIVITES
Capital stock issued - 11,391,758
Share issuance costs - (932,116)
Due to related party (156,614) 293,508
Capital stock repurchased - (5,000,000)
Cash provided by (used in) financing activities (156,614) 5,753,150
Net change in cash and cash equivalents during theeriod 463,164 274,588
Cash and cash equivalents, beginning of period 274,588 -
Cash and cash equivalents, end of peri 737,75: 274,58

Supplemental disclosure with respect to cash flow@Note 10)

The accompanying notes are an integral part okthessolidated interim financial statements.



STREAM OIL & GAS LTD.
(formerly L.G.R. Resources Ltd.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. Dollars)
November 30, 2008

NATURE AND CONTINUANCE OF OPERATIONS

Stream Oil & Gas Ltd. (“the Company”) was incorpedh on January 11, 2005 under the British Columbia
Business Corporations Act as 713471 B.C. Ltd. drahged its name on April 20, 2005 to L.G.R. Resesiidd.
Effective April 19, 2006, the Company’s common gsawere listed for trading on the CNQ. On Aprib808,

the Company changed its name to Stream Oil & Gds &md consolidated its capital stock on a fourdne
basis. On July 25, 2008 the Company’s common shaege listed for trading on the TSX Venture Exden
The Company’s shares were delisted from tradintherCNQ effective August 15, 2008.

The Company, through its wholly-owned subsidiatye&m Oil & Gas (CI) Ltd. is in the business of dieping
oil and gas properties worldwide. It currently agtes four producing and exploration oil and gagertes in
Albania.

Under a Share Exchange Agreement entered into AprR2008, the Company issued 33,278,010 shares of
common stock to the shareholders of Stream Oil & (&2l) Ltd. (“Stream Cayman”), a Company incorpecat

on June 11, 2007 under the laws of the Caymands|an exchange for all of the issued and outstapdhares

of Stream Cayman (Note 9). Under the agreememy po closing the Company was required to cancel
15,000,000 pre-consolidated escrowed shares ofdmepany and consolidate its issued capital stock éwur

old shares for one new share basis (Note 9).

The acquisition resulted in the former shareholddrStream Cayman acquiring 86% of the post codatéd
outstanding shares of the Company and has beenrgedofor as a reverse merger with Stream Cayrhariegal
subsidiary, being treated as the accounting pamhiStream Oil & Gas Ltd., the legal parent, béiegted as the
accounting subsidiary. Accordingly, the consolidatesults of operations of the Company include ¢hog
Stream Cayman for all periods shown and thoseeo€tbmpany since the date of the reverse acquisition

These consolidated financial statements have begpaped in accordance with Canadian generally aedep
accounting principles (“GAAP”) applicable to a gginoncern, which assumes that the Company willlie @
meet its obligations and continue its operationsit®next fiscal year. Realization values mayshestantially
different from carrying values as shown and thesantial statements do not give effect to adjustsi¢hat
would be necessary to the carrying values and ifitagfon of assets and liabilities should the Camyp be
unable to continue as a going concern.

At November 30, 2008, the Company had not yet aelieprofitable operations, has accumulated los$es o
$1,732,141 since inception, and had working capit§l1,166,249. Included in its working capitale tBompany
has a restricted cash balance of $711,831 (Oct&he2007-$4,800,000) to be used for property exjperas in
accordance with its property agreements. Subsegud&fovember 30, 2008, the Company has spenetiained
$4,800,000, in accordance with its agreements} isoim good standing with respect to its propextpenditures
requirements. The Company’s working capital may mtsufficient to sustain operations over the rnesive
months and the Company expects to incur furtheselsn the development of its business, all of witasts
substantial doubt about the Company’s ability totowe as a going concern. The Company’s abilitgdntinue
as a going concern is dependent upon its abilitgdanerate future profitable operations and/or ttaiobthe
necessary financing to meet its obligations anayefs liabilities arising from normal business t@®ns when
they come due.



STREAM OIL & GAS LTD.
(formerly L.G.R. Resources Ltd.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. Dollars)
November 30, 2008

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have besgraped in accordance with Canadian GAAP.

Basis of Consolidation

The consolidated financial statements include theoants of the Company and its wholly-owned sulbsidli
Stream Oil & Gas (CI) Ltd.

Use of Estimates

The preparation of financial statements in confoymiith GAAP requires that management make estisnatel

assumptions that affect the reported amount oftsssed liabilities and disclosure of contingentesssand

liabilities at the date of the financial statemeatsl the reported amount of revenues and expensaxjdhe

year. Significant areas requiring the use of manamnt estimates relate to stock-based compensdtien,
determination of impairment of assets, and theinzpitest applied to oil and gas properties, as vasll
assumptions used in calculating depletion. Acteslilts could differ from these estimates

Cash and Cash Equivalents

Cash and cash equivalents consist of all highlyidignvestments that are readily convertible tohcaad have
maturities of one year or less when purchased.h @asl cash equivalents consists of an overdraénbal of
$162,248 (2007 - $Nil) and $900,000 (2007 - $NMiljerm deposits.

Oil & gas properties

The Company follows the full cost method of acdamgfor oil and natural gas operations in accoogawith
Canadian guidelines. Under this method, all costso@iated with the acquisition of, exploration fand
development of oil and natural gas reserves aréatiapd in cost centers on a country-by-countrgi®aSuch
costs include property acquisition costs, geoldgacal geophysical studies, carrying charges onproducing
properties, costs of drilling productive wells, anderhead expenses directly related to these tefivi

Depletion is calculated for producing propertigs using the unit-of-production method based onnested
proved reserves, before royalties, as determinaddnagement of the Company or independent conssiltan

Sales or dispositions of oil and natural gas pridggeare credited to the respective cost centailsaagain or loss
is recognized when all properties in a cost cehi@e been disposed of, unless such sale or digposit
significantly alters the relationship between calpied costs and proved reserves of oil and natges
attributable to the cost center. Costs of abandpnegerties are accounted for as adjustments adfadiapd costs
and written off to expense.



STREAM OIL & GAS LTD.
(formerly L.G.R. Resources Ltd.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. Dollars)
November 30, 2008

SIGNIFICANT ACCOUNTING POLICIES (contd...)

Oil & gas properties (cont'd...)

Undeveloped properties are excluded from the dieplealculation until the quantities of provedergs can be
determined. A ceiling test is applied to each cestter and for the aggregate of all cost centersobyparing the
net capitalized costs to the estimated future ee¢mues from production of estimated proved resewithout
discount, plus the costs of unproved propertiesoh@hpairment. Any excess capitalized costs ariétew off to
expense. Further, the ceiling test for the aggeegéiall cost centers is required to include tHeat$ of future
removal and site restoration costs, general andréstnative expenses, financing costs and incormestaThe
calculation of future net revenues is based uparepy costs and regulations in effect at each gedr Unproved
properties are assessed for impairment on an abasa by applying factors that rely on historiegberience.

In general, the Company may write-off any unpropeaperty under one or more of the following coratisi:
a) There are no firm plans for further drilling the unproved property;

b) Negative results were obtained from studiefhiefunproved property;

c) Negative results were obtained from studies ootatl in the vicinity of the unproved property; or

d) The remaining term of the unproved propertysdoat allow sufficient time for further studiesailling.

Basic and Diluted Loss per Share

Basic loss per share is calculated by dividing ribe loss available to common shareholders by thghtex
average number of shares outstanding during thecheDiluted earnings per share reflect the paaéililution
of securities that could share in earnings of atityenIn a loss year, potentially dilutive commeshares are
excluded from the loss per share calculation aetfeet would be anti-dilutive. Basic and diluteds per share
are the same for the periods presented.

Income Taxes

The Company follows the asset and liability metlod@ccounting for income taxes. Under this mettmarent
income taxes are recognized for the estimated iectaikes payable for the current period. Futurerime tax
assets and liabilities are recognized for tempodiffgrences between the tax and accounting bdsissets and
liabilities as well as for the benefit of lossesitable to be carried forward to future years #of purposes only if
it is more likely than not that they can be realize



STREAM OIL & GAS LTD.
(formerly L.G.R. Resources Ltd.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. Dollars)
November 30, 2008

SIGNIFICANT ACCOUNTING POLICIES (contd...)

Equipment

Equipment is recorded at cost. The Company prevideamortization on the declining balance methbthe
following annual rates:

Automotive 30%
Computer hardware 30% & 55%
Computer software 100%
Furniture and equipment 20%

Additions are amortized at one-half the rate inytbar of acquisition.
Foreign Exchange

The Company’s functional currency is the Canadialiad and its subsidiary’s functional currency lie tUnited
States dollar. For accounting purposes the Comjzognsidered the subsidiary of Stream Oil & Gaj (@d.
and is an integrated operation. The Company’'s naopedassets and liabilities are translated at the cd
exchange at the balance sheet date and non-moretaeys and liabilities are translated at histbniates.
Revenues and expenses are translated at the erchateg approximating those in effect on the datthe
transactions. Exchange gains and losses arisingramslation are included in the statement of ojamat
Transaction gains and losses are reflected int#tersent of operations for the periods presented.

Stock-based Compensation

The Company records a compensation cost attribeitabhll share options granted at fair value atgitaat date
using the Black-Scholes valuation model and the isosxpensed over their vesting period with aesponding
increase to contributed surplus. Upon exercisshaire purchase options, the consideration paichéyption
holder, together with the amount previously recegdiin contributed surplus, is recorded as an &s&reo
capital stock.

The Black-Scholes option valuation model requites input of highly subjective assumptions, inclgdihe
expected price volatility. Changes in these assiomp can materially affect the fair value estimate

Impairment of Long-lived Assets

Canadian generally accepted accounting principgsiire that long-lived assets and intangibles tdvéld and
used by the Company be reviewed for possible impait whenever events or changes in circumstandéasaie
that the carrying amount of an asset may not beverable. If changes in circumstances indicate the
carrying amount of an asset that an entity expxctsold and use may not be recoverable, future flasis

expected to result from the use of the asset andisposition must be estimated. If the undiscedinalue of the
future cash flows is less than the carrying amauirihe asset, impairment is recognized. Managefmeli¢ves
there has been no impairment of the Company’s lwegt assets as at November 30, 2008.



STREAM OIL & GAS LTD.
(formerly L.G.R. Resources Ltd.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. Dollars)
November 30, 2008

SIGNIFICANT ACCOUNTING POLICIES (cont'd...)

Revenue Recognition

Revenue from oil and gas operations is recognirethé accounts when oil and natural gas are shijpitl
passes and collection of the sale is reasonahlyes

Receivables

The Company records an allowance for doubtful astagainst accounts receivable that managemeetvésl|
are impaired. Specific allowances are recordethagaustomer receivables based on the Companywikdge
of the financial condition of its customers. Thenipany also considers the aging of the receivablestpmer
and industry concentrations, the current busineggs@ment and historical experience.

Comparative Figures
Certain comparative figures have been reclassifiembnform to the current period’s presentation.
Asset Retirement Obligations (“ARO”)

The Company records a liability for the fair valfethe statutory, contractual or legal asset retagt obligations
associated with the retirement and reclamatioranfjible long-lived assets when the related assetput into

use, with a corresponding increase to the carrgimgunt of the related assets. This correspondicigease to
capitalized costs is amortized to earnings on dshamsistent with depreciation, depletion and dination of

the underlying assets. Subsequent changes irstimeagéed fair value of the ARO are capitalized anabrtized

over the remaining useful life of the underlyingets The ARO liabilities are carried on the comaikd balance
sheet at their discounted present value and aretadcover time for the change in their presentejalith this

accretion charge included in depreciation, dephetiod amortization.

As at November 30, 2008 and October 31, 2007, tiragany had no significant asset retirement oblgesti
Financial Instruments

The Company follows the CICA Handbook Section 38%%nancial Instruments — Recognition and
Measurement”.

The Financial Instrument Standards establishesréhegnition and measurement criteria for financissets,
financial liabilities and derivatives. All finaraiinstruments are required to be measured at/#ire on initial
recognition of the instrument, except for certagtated party transactions. Measurement in subséquegiods

depends on whether the financial instrument has bkessified as “held-for-trading”, “available-feele”, “held-
to-maturity”, “loans and receivables” or “otherdincial liabilities”, as defined by the standard.



STREAM OIL & GAS LTD.
(formerly L.G.R. Resources Ltd.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. Dollars)
November 30, 2008

SIGNIFICANT ACCOUNTING POLICIES (contd...)
Financial Instruments (cont’d)...

Financial assets and financial liabilities “held-fcading” are measured at fair value with chanigethose fair
values recognized in net earnings. Financial assenilable-for-sale” are measured at fair valut whanges in
those fair values recognized in OCI. Financial &sskeld-to-maturity”, “loans and receivables” afwther

financial liabilities” are measured at amortizedstcasing the effective interest method of amoritirat The

methods used by the Company in determining faiuevadf financial instruments are unchanged as dtretu
implementing the new standards.

In accordance with this standard, the Company lessitied its cash and cash equivalents and restricash as
“held-for-trading”.  Accounts receivable and GSTdawther receivables are designated as “loans and
receivables”. Account payable and accrued liakdiand due to related parties are designatedthsr‘inancial
liabilities”. Any interest rate applied to othéndncial liabilities would be based on the effeetimterest rate and
therefore, the financial instrument designatiomtier financial liabilities has no impact as thi falue is equal

to the carrying value.

There was no material impact to these financiaéstants as a result of CICA 3855.
Changes in Accounting Policies

On November 1, 2007, the Company adopted the Cl@AdHook Section 3862, “Financial Instruments —
Disclosures”, and CICA Handbook Section 3863, “Rwial Instruments — Presentation”. These standards
enhance disclosure requirements, and carry forwmacthanged its presentation requirements. Thesesaetions
place increased emphasis on disclosures aboutativeenand extent of risks arising from financiatinments
and how a company manages those risks.

The Company has included disclosures recommendetidsg handbook sections in note 13 to these fialanc
statements.

As of November 1, 2007, the Company adopted rev@&A Handbook Section 1506 “Accounting Changes”,
which provides expanded disclosures for changesdounting policies, accounting estimates and cbams of
errors. Under the new standard, accounting chastymsd be applied retrospectively unless othergeenitted,

or where impracticable to determine. As well, vaééug changes in accounting policy are made onlynwvhe
required by a primary source of GAAP, or when thange results in more relevant and reliable infoiona

There is no material impact to the Company’s finalrstatements as a result of CICA 1506.

Capital Disclosures

On November 1, 2007, the Company adopted the Cl@AdHook Section 1535, “Capital Disclosures”. Setti
1535 specifies the disclosure of (i) an entity’'geskives, policies and processes for managing akplii)

guantitative data about what the entity regardsagstal; (iii) whether the entity has complied wihy capital
requirements; and (iv) if it has not complied, tdomsequences of such non-compliance.



STREAM OIL & GAS LTD.
(formerly L.G.R. Resources Ltd.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. Dollars)
November 30, 2008

SIGNIFICANT ACCOUNTING POLICIES (contd...)

Capital Disclosures(cont'd...)

The Company has included disclosures recommendékidypew handbook section in note 12 to thesenfirzd
statements.

Future Accounting Pronouncements
Goodwill and Intangible Assets

Recently, the CICA issued the new CICA accountitapdard, CICA Handbook Section 3064 Goodwill and
Intangible Assets. The new standard establistexdatds for the recognition, measurement and dismoof
goodwill and intangible assets, including thoseali@ped internally. At the same time the CICA acdoun
standards board amended Section 1000 Financiansat Concepts to clarify the criteria for recoigmitof an
asset. Therefore items that no longer meet thaitlefi of an asset are no longer recognized witietss The new
standard and amended standard are both effectianfal and interim periods beginning on or afletober 1,
2008.

The Company is assessing the effect of the nevdatdrand does not anticipate a material effectoresults.
General Standards of Financial Statements Presentahn

In June 2007, the CICA amended Section 1400 tadtectequirements to assess and disclose an ettty to

continue as a going concern and disclose any rahtancertainty that casts doubt on its ability tmtinue as a
going conern. This section applies to interim andual financial statements relating to fiscal ydaginning on
or after January 1, 2008. The adoption of this m@eounting standard will have no material impacttios
financial statements of the Company other thanaksice in the notes to the financial statements.

Transition to International Financial Reporting Standards

The Canadian Accounting Standards Board (“AcSB”) 2006 published a new strategic plan that will
significantly affect financial reporting requirenterior Canadian companies. The AcSB strategic plalines the
convergence of Canadian GAAP with InternationalaRiial Reporting Standards (“IFRS”) over a fivetyea
transitional period.

In February 2008 the AcSB announced that 2011asctiangeover date for publicly-accountable entseprio
use IFRS, replacing Canada’'s own GAAP. The tramsitlate is for interim and annual financial statets
relating to fiscal years beginning on or after Jagu, 2011.

The transition date of December 1, 2011 will reguine restatement for comparative purposes of atmoun
reported by the Company for the year ended Nover@BeR011. While the Company has begun assessing th
adoption of IFRS for 2011, the financial reportimgpact of the transition of IFRS cannot be reastnab
estimated at this time.
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STREAM OIL & GAS LTD.
(formerly L.G.R. Resources Ltd.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. Dollars)
November 30, 2008

ECONOMIC DEPENDENCE - REVENUE AND ACCOUNTS RECEIVABLE

The Company sells oil and gas to one customer barih, Albpetrol Sh.a, an Albanian state owned agen
under an agreement that expired on July 31, 2008xas extended to cover the period from AugustOD82to
December 31, 2008 (Note 15). This customer acediantd5% (October 31, 2007 — 0%) of revenues Hudd
(October 31, 2007 — 0%) of accounts receivable).

PROPERTY AND EQUIPMENT

November 30, 2008

Accumulated
Amortization Net Book

Cost and Depletion Value
Oil and gas properties, proved $ 4,465,608 10,000 $ 4,455,602
Automotive 120,877 20,116 100,761
Computer hardware 153,896 11,102 142,794
Computer software 57,178 10,634 46,544
Furniture and equipment 573,907 82,477 491,430

$ 5,371,461 $ 134,32¢ $5,237,13.

October 30, 2007

Accumulated
Amortization Net Book

Cost and Depletion Value

Oil and gas properties, proved $ 827,349 $ - $ 827,349

Automotive 7,416 1,112 6,304

Computer hardware 42,000 6,300 35,700

Furniture and equipment 19,740 1,974 17,766
$ 896,50¢ $ 9,38¢ $ 887,11

The Company’s ceiling test calculations, performtdNovember 30, 2008, resulted in no impairmens.loShe
future prices used by the Company in estimatind) desvs were based on forecast prices at each gedy
adjusted for the Company’s quality and other camtrdifferentials. The following table summarizeset
benchmark prices used in the calculation:



STREAM OIL & GAS LTD.
(formerly L.G.R. Resources Ltd.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. Dollars)
November 30, 2008

PROPERTY AND EQUIPMENT (cont'd...)

Oil Price (US$/barrel)

Year
2009 $ 50
2010 55
2011 59
2012 62
2013 65
Average annual increase, theret 5%
Period from
Thirteen Month Incorporation on
period ended June 11, 2007
November 30, 2008 to October 31, 2007
Opening balance $ 827,349 $ -
Expenditures:
Seismic program 1,046,327 200,000
Work-overs and upgrades 2,550,055 589,849
Technical report 41,871 37,500
3,638,253 827,349

MINERAL PROPERTY

By an agreement dated May 2, 2005 and amendedsAB§u2005, the Company acquired from a formeottar of
the Company a 100% interest in a mineral propdutgwn as the Jack Claim, located near Boston BetisiB
Columbia. The Company had incurred geological alting fees of $12,989 on the property. Duringykar-ended
November 30, 2008, the Company decided to not maativith these claims and accordingly, all relatests were
written-off to operations.



STREAM OIL & GAS LTD.
(formerly L.G.R. Resources Ltd.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. Dollars)
November 30, 2008

COMMITMENTS

The Company holds the rights to four petroleum prtes located in Albania. These are the Cakrafidjjo
Ballsh-Hekal, Gorisht-Kocul and the Delvina Blodloperties.

The Company is committed to spend a total of $4@0Din expenditures relating to its propertiesSeptember
9, 2009. If the Company does not meet its experaitequirements, it must pay the National Agerfciatural

Resources in Albania, the difference between th8000 committed and the amounts actually incurréhe
$4,800,000 is restricted and is guaranteed thrauiglter of credit by the bank.

As of November 30, 2008 the restricted cash balé&e711,831, the Company having incurred $4,088 df
the expenditure requirements (October 31, 2007804000).

RELATED PARTY TRANSACTIONS

Related party transactions for the thirteen moatided November 30, 2008 are as follows:

a) The amount due to the related party is unsecurensimerest bearing and without specific terms of
repayment. $136,894 of the amount due to the eblptety was waived (Note 8) and $156,614 was
repaid during the period ended November 30, 2088yihg a balance due of $Nil as at November 30,
2008 (October 31, 2007 - $293,508).

b) The Company incurred $1,046,327 (period-ended @ctdi, 2007 - $200,000) in oil and gas
expenditures to a private company with a directat afficer in common with the Company.

c) The Company incurred $273,287 (period-ended Oct8beP007 - $Nil) in management and office fees
to a private company controlled by a director & @ompany.

d) The Company incurred $154,927 (period-ended Oct8beP007 - $Nil) in consulting and management
fees to a private company owned by an officer ef@ompany.

e) The Company incurred $41,132 (period-ended Oct@ier2007 - $Nil) in directors’ fees to several
directors of the Company.

The transactions with related parties were in thiemal course of operations and were measured abtigange
value, which represented the amount of considera&stablished and agreed to by the parties.



STREAM OIL & GAS LTD.
(formerly L.G.R. Resources Ltd.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. Dollars)
November 30, 2008

8. CAPITAL STOCK

Issued and Outstanding

Number Capital Contributed
of Shares Stock Surplus
Authorized
Unlimited common shares without par value
Issued
Shares issued on incorporation 27,000,000 De7,7 -
Shares issued for cash 8,278,010 75,946 18325
Share issuance costs - - (932,116)
Repurchase of shares for cash (2,000,000 (18,349 (4,981,651

Balance at October 31, 2007 33,278,010 $ 305,393 5,402,045
Capital stock of Stream Oil & Gas (CI) Ltd. (338,010) - -
Capital stock of the Company 9,152,331 - -
Cancellation of shares (3,750,000) (125,092) 125,092
Shares issued pursuant to acquisition (Note 9) 33,278,010 1,975,889

Stock-based compensation
Related party balance waived (Note 7)

- - 136,894

Balance at November 30, 2008

38,680,341 $ 2,086,1$ 5,979,421

Effective April 4, 2008, the Company consolidaitesdissued and authorized share capital on a 4lwddes for 1
new share basis. All references to share and pee stmounts have been retroactively restated liectéhe share

consolidation.

On April 4, 2008, the Company cancelled 15,000,()@50,000 post split) common shares in accordaiite

the reverse takeover (Note 9).

Escrow Shares

As at November 30, 2008, 22,509,013 of the isshatks are held in escrow. These shares are stijbetescrow
requirements of the TSX Venture Exchange and willddeased from escrow in stages in accordancesedthrities

regulatory requirements.

- - 315,390
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8. CAPITAL STOCK (contd...)

Initial Public Offering

On July 24, 2007, the Company issued 27,000,000nmmshares to the founders of the Company.
Consideration for the shares was recorded in @b& properties as an acquisition cost

On August 2 and 9, 2007, the Company completedivatpr placement of a total of 8,278,010 subscniptio
receipts at $CDN 1.50 per subscription receiptaiser gross proceeds of $11,391,758 ($CDN 12,41Y.,005
August 10, 2007, the subscription receipts weréhamged for a total of 8,278,010 units at no addéticost in
accordance with their terms. Each unit consistedne common share of the Company and one-halfsfaae
purchase warrant. Each whole share purchase wéasraxercisable for a common share of the Compéary a
price of $CDN 1.75 for a period of 24 months frdre tespective issue dates of the subscriptionpreA total
of 4,139,005 common shares are issuable upon sgeofithe share purchase warrants. Share isseasts of
$932,116 included $840,372 in commissions paichédgents, and $91,744 in legal fees. The Comphsay
issued a total of 827,801 agents’ special warramtthe agents upon the closings of the privategoient on
August 2 and 9, 2007. On August 10, 2007, the tayepecial warrants were exchanged for a total of
827,801 agents’ warrants at no additional costaoedance with their terms. Each agents’ warmaeiercisable
for a unit (“agents’ unit”) at a price of $CDN 1.56r a period of 24 months from the respectiveessates of the
agents’ special warrants. Each agents’ unit ctseisone common share of the Company and oneshalthare
purchase warrant (“agents’ unit warrant”). Eacholehagents’ unit warrant is exercisable at a pride
$CDN 1.75 to purchase one common share of the Caynfoa a period of 24 months from the respectiwés
dates of the agents’ special warrants. A total @%1,700 common shares are issuable to the agpats the
exercise of the agents’ warrants and the agenisivamrants.

On August 15, 2007, the Company repurchased 2,000;6mmon shares at $2.50 from one of the foundlers
the Company per share for $5,000,000.

Warrants

At November 30, 2008, the following warrants wetgstanding:

Number of Exercise Expiry

Warrants Price (Cdn $) Date
1,154,951 $1.60 August 14, 2009
3,770,508 $1.75 August 2, 2009
368,497 $1.75 August 9, 2009
150,144 $1.08 August 14, 2009
754,102 $1.50 August 2, 2009
73,699 $1.50 August 9, 2009

6,271,901
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CAPITAL STOCK (contd...)

Warrants (cont'd...)

Warrant transactions and the number of warrarstanding are summarized as follows

Weighted
Average
Number Exercise
of Warrants Price
Balance on Incorporation - -
Granted 4,966,809 1.71
Expired - -
Exercised - -
Balance, October 31, 2007 4,966,809 1.71
Warrants of the Company 1,836,022 1.44
Expired (530,928) (1.20)
Exercised - -
Balance, November 30, 2008 6,271,901 1.67

Stock Options

At November 30, 2008, the following stock optiovere outstanding:

Number of Exercise Expiry

Options Price (Cdn $) Date
1,000,000 $1.50 April 4, 2010
100,000 $1.50 May 8, 2013

1,100,000
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8. CAPITAL STOCK (contd...)

Stock Options(cont'd...)

Weighted Average Weighed Average
Number Exercise Price (§) Remaining Life

Balance as at Incorporation and October 31, 2007 -
Granted 1,100,000 1.50 1.62

Exercisel -

Cancelle -
Balance as at November 30, 2008 1,100,000 501 1.62
Exercisable as at November 30, 2008 550,000 1.5C

Stock based compensation

On April 4, 2008, the Company granted 1,000,0Qkstoptions. Each option entitles the option holae
acquire one common share from treasury at $1.5@heme. The options vest on a semi-annual baglis25%
vesting on each vesting date, starting from thatgitate and over a subsequent 18-months periodg)grick two
years from the grant date, on April 4, 2010. Ablavember 30, 2008, 500,000 stock options are eabie.

On May 8, 2008, the Company granted 100,000 stptions to an officer of the Company. Each optatitles

the option holder to acquire one common share fr@asury at $1.50 per share. The options vest sena-

annual basis with 25% vesting on each vesting dtaeting from the grant date and over a subsediL&month

period, and expire five years from the grant date,May 8, 2013. As at November 30, 2008, 50,00@kst
options are exersiable.

The fair value of stock options granted during ylear-ended November 30, 2008 was estimated at, 5630
(October 31, 2007 - $Nil), a weighted average ¥aiue per share of $0.57, which is being recognizezt the
options’ vesting period. Total stock-based compgmsaexpense recognized during the period ended
November 30, 2008 was $315,390 (October 31, 2@Nil}.

The fair value of each option granted is estimatethe time of the grant using the Black-Scholeson-pricing
model under the following weighted average asswmpti

Period from
Thirteen month Incorporation on
period ended June 11, 2007 to
November 30, 2008 October 31, 2007
Risk free rate 2.88% -
Dividend yield 0% -
Expected volatility 100% -

Expected life of options 1.62 years -
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CAPITAL STOCK (contd...)
Stock-Based Compensation Plan

The Company has a stock option plan whereby themmam number of shares reserved for issue undepltre
shall not exceed 20% of the outstanding commoneshaf the Company, as at the date of the grante Th
maximum number of common shares reserved for igsaay one person under the plan cannot exceedf58€ o
issued and outstanding number of common shardseadldte of the grant. The exercise price of egutlo
granted under the plan may not be less than tretegref Cdn $0.05 per share or the closing pridhedate of
grant less the maximum discount as may be permiitethe policies of the stock exchange upon whieh t
Company’s shares are listed. Options may be grdatesl maximum term of five years from the datehaf grant,
are non-transferable and expire within 90 dayseofination of employment or holding office as dtoecor
officer of the Company. Under the option agreemthre options vest on a semi-annual basis with 28%ting

on each vesting date, starting from the grant dattover a subsequent 18-month period.

ACQUISTION

By agreement dated April 4, 2008, the Company aedul00% of the issued and outstanding sharesrefrst
Oil & Gas (CI) Ltd. (“Stream Cayman”) in exchange 83,278,010 shares of the common stock of thepgaom
Legally, the Company is the parent of Stream Cayrhamwever, as a result of the share exchange teskri
above, the former shareholders of Stream Caymamracg86% of the total issued and outstanding shaef¢he
Company, and control of the combined entity passéise former shareholders of Stream Cayman.

This acquisition has been accounted for as a dapaasaction in substance using accounting priasip
applicable to reverse acquisitions, with Streamn@ay being treated as the accounting parent (acyjaine the
Company being treated as the accounting subsidéaguiree). As the shares issued on acquisitipresent
86% of the Company's issued and outstanding cagiitek and the Company's shares are thinly traitiad,
impossible to estimate the actual market valuehef33,278,010 common shares. Therefore, the \altiee
shares issued on acquisition is based on the d&ievof the net assets acquired. The fair valuaefCompany’s
net assets was $1,975,889, and allocated as follows

Cash and cash equivalents $ 1,950,766
GST and other receivables 8,262
Prepaid expenses 3,872
Resource property 12,989

$ 1,975,889

The balance sheet as at October 31, 2007 and dtemsints of operations and cashflows for the pefrioah
June 11, 2007, the date of incorporation to Oct@er2007 are those of Stream Cayman. The consedida
statements of operations and cashflows includeaBtr€aymans’ results of operations and cashflowstHer
thirteen month period ended November 30, 2008 badCompany’s results of operations from April 402({the
date of the reverse acquisition) to November 30820

Each outstanding warrant of Stream Cayman will kehanged for one warrant of the Company, entittimg
holder to acquire one additional common shareénctpital of the Company under the same termseasriginal
Stream Cayman warrants.
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10. SUPPLEMENTAL DISCLOSURES WITH RESPECT TO CASH FLOWS

Period from
Thirteen month Incorporation on
period ended June 11, 2007 to
November 30, 2008 October 31, 2007
Cash paid during the period for interest $ - $ -
Cash paid during the period for income taxes $ - $ -

The Company had the following significant non-caiginsactions for the thirteen months ended Nover8be
2008:
a) The acquisition of 100% of the issued and outstamdhares of Stream Oil & Gas (Cl) Ltd. (Note 9).
b) Included in accounts payable is $1,616,738 inmd gas expenditures.
c) Arelated party waived $136,894 in amounts due.

The Company had the following significant non-ctrsinsactions for the period ended October 31, 2007
a) lIssued 27,000,000 common shares as founder’s stoarie acquisition of oil and gas properties.
b) Included in accounts payable and accrued lialslige$200,000 related to the seismic survey.

11. SEGMENTED INFORMATION

The Company’s one reportable operating segmeheisievelopment of oil and gas properties in Alaanll of
the Company’s oil and gas properties are locatedbania.

12. CAPITAL DISCLOSURES
The Company considers its capital stock as capwtaith at November 30, 2008 totalled $2,156,100.

The Company’s objective, when managing capitalp iensure sufficient resources are available tetrday to
day operating requirements and to safeguard itgyatn continue as a going concern in order tovie returns
for shareholders and benefits for other stakehsld€he Company manages the capital structure areana
adjustments to it in response to changes in ecaneonditions and the risk characteristics of thdeulying
assets.

In order to meet its objectives for managing aipihe Company may issue new shares, which hasribelly
been done through private placements.

The Company’s Officers and senior management fizslkeesponsibility for managing the Company’s ¢apand
do so through quarterly meetings and regular rewkfinancial information. The Company’s BoardRifectors
are responsible for overseeing this process.

The Company is not subject to any externally ingglosapital requirements.
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FINANCIAL INSTRUMENTS

The Company's financial instruments consist ohcarsd cash equivalents, accounts receivable, G8Totrer
receivables, restricted cash, accounts payableaandled liabilities, and due to related partiesair Ralue
estimates are made at the balance sheet date, basedevant market information and information aibthe
financial instrument. These estimates are subjdtivnature and may involve significant uncertaisitin matters
of judgment and, therefore, cannot be determingl piiecision. The fair values of these financiatiaments
approximate their carrying values due to their steym maturity.

The Company examines the various financial inséminisks to which it is exposed and assessesnapgat and
likelihood of those risks. These risks may includgrency risk, credit risk, liquidity risk, intertegate risk and
other price risks. Unless otherwise noted, it isnaggement's opinion that the Company is not expdsed
significant credit, liquidity, interest or otherige risks arising from these financial instrumenthe fair value of
these financial instruments approximates theiryiggrvalue, unless otherwise noted.

Currency risk

Currency risk is the risk that the value of a ficial instrument will fluctuate due to changesaneign exchange
rates. Currency risk does not arise from finanaistruments that are non-monetary items or fronarfaial
instruments denominated in the functional currefitye Company operates internationally and is expptseisks
from changes in foreign currency rates, particyldne Canadian dollar, the Euro and the Albaniak. behe
Company does not use derivative instruments toceds exposure to foreign currency risk.

Sensitivity analysis:

At November 30, 2008, if the Canadian dollar fiadtuated by 10% against the local functional engies with
all other variables held constant, net loss fortthigeen month period ended November 30, 2008 aviialve
differed by $44,000. If the Euro had fluctuated 1326 against the local functional currencies withagher
variables held constant, net loss for the thirte@mth period ended November 30, 2008 would haverdid by
$119,000. If the Albanian Lek had fluctuated byd@gainst the local functional currencies with atther
variables held constant, net loss for the thirteemth period ended November 30, 2008 would haverdid by
$103,000.

Credit risk

Credit risk is the risk of loss associated with thability of a third party to fulfill its own pagent obligations.
The Company is exposed to the risk that third parthat owe it money or other assets will not perftheir
obligations.

The Company’s accounts receivable is solely withpatrol Sh.A, an Albanian state-owned agency. The
receivable is currently over 90 days due. Managénseof the opinion that this amount is fully catible as
payments from Albpetrol Sh.A typically take moreanth90 days to collect. Historically the Company has
collected previous sales and accordingly has matrded a valuation allowance in these accounts.
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FINANCIAL INSTRUMENTS (cont'd...)

Liquidity risk

Liquidity risk is the risk that the Company canmatet a demand for cash or fund its obligationthag come
due. The Company has a planning and budgeting gsaneplace to help determine the funds requiresbifgport
the Company’s normal operating requirements.

The Company'’s objective in managing liquidity risko maintain sufficient liquidity in order to meoperational
requirements at any point in time. The Company geas cash flow from its operations, however then@any is
exposed to liquidity risk because it currently deggeon one customer. The Company may seek adalitbiash
funding by means of issuing share capital or dielatnting. As at November 30, 2008, the Companyéaadsh
and cash equivalent balance of $737,752 and restraash of $711,831 to settle current liabiliné$1,031,442.

Interest Rate risk

Interest rate risk is the risk that the fair valwe future cash flows of a financial instrumenif fliictuate because
of changes in market interest rates.

The Company is exposed to interest rate risk éoetktent that it has excess cash held with banéso#mer
financial institutions. The Company currently hasdebt or short term borrowing. In management'siopi, the
Company is not exposed to significant interest riste

Other Price risk

The Company is exposed to price risk with respecommodity and equity prices. Equity price risldefined as
the potential adverse impact on the Company’s egsnidue to movements in individual equity pricegeneral
movements in the level of the stock market. Comiyoptiice risk is defined as the potential adverapdct on
earnings and economic value due to commodity priogements and volatilities. The Company closely ihoos

commodity, individual equity movements, and thecktmarket to determine the appropriate course tibmmd¢o

be taken by the Company.

INCOME TAXES

The Company'’s subsidiary, Stream Cayman, was icated in the Cayman Islands. Under the incoméatax
of the Cayman Islands, at the date hereof, ther@@icorporate income taxes applicable to companies
incorporated in the Cayman Islands. There are atemial future income tax assets or liabilities thog thirteen
month period ended November 30, 2008, relatinfpecdompany’s subsidiary, Stream Cayman. The Coynigan
subject to Canadian corporate income taxes.
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14. INCOME TAXES (contd...)

The Company’s actual income tax provisions difflemm the expected amounts calculated by applyirey th

Canadian combined federal and provincial statutmgporate income tax rate to the Company’s loserbef
income taxes. The components of these differeneeasafollows:

November 30, October 31,
2008 2007
$ $
Canadian loss before income tax (1,279,825) -
Expected tax recovery (400,611) -
Non-deductable (deductible) items for tax purposes

Stock-based compensation 98,723 -
Finance charges (24,967) -
Other non-deductible expenses 7,868 -
Unrecognized benefit of non-capital losses 318,987 -

Income tax recovery

The significant components of the Company’s Camafiliture income tax assets are as follows:

November 30, October 31,
2008 2007
$ $
Non-capital losses 726,575 -
Resource properties 3,377 -
Equipment 3,375 -
Financing costs 35,409 -
768,736 -
Valuation allowance (768,736) -
Net future income tax assets

The Company has Canadian non-capital losses ddoieard of approximately $2,800,000 (October 3007 -
$Nil). The non-capital losses can be used to offgere taxable income through 2028. Future tenefies which

may arise as a result of these non-capital lossésther tax assets have not been recognized s$e tireancial
statements and have been offset by a valuatiowatioe.
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SUBSEQUENT EVENTS
Subsequent to November 30, 2008, the Companyeshieto the following significant transactions:

a) Effective August 2008, the Albanian Parliament irsga a 10% royalty tax. As required under the eatr
the Company’s Petroleum Agreements are currentiggbeenegotiated to neutralize the effect of thevne
royalty tax on the Company.

b) On February 12, 2009, the Company granted 650,080¢k options to an officer, an employee and a
consultant of the Company. The options vest ¥4 idhately and % every six months and will be fullystes
at the end of eighteen months. Each option estitle holder to acquire one common share fromurgaxs
$0.20 per share. The options expire at the effigofears from the grant date.

c) On December 31, 2008, the extension agreementt&dle Contract with the Company’s significantrdlie
Albpetrol Sh.a., an Albanian state owned agencpirea (Note 3). The Company has been without & Sal
Contract since that date but has continued to peood through Albpetrol Sh.a. and invoice the rdlie
according to the terms of the extension agreement.



