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Notice to Reader — From Shoal Point Energy Ltd.

The interim unaudited consolidated financial statements of Shoal Point Energy Ltd. (the “Company”) including the
accompanying consolidated statements of financial position as at July 31, 2011 and January 31, 2011 and the
consolidated statements of operations and comprehensive loss and cash flows for the three month periods ended July
31, 2011 and 2010 are the responsibility of the Company’s management. The interim unaudited consolidated financial
statements have been prepared by management and include the selection of appropriate accounting principles,
judgements and estimates necessary to prepare these financial statements in accordance with International Financial
Reporting Standards for interim consolidated financial statements.

The interim unaudited consolidated financial statements as at and for the three month period ended July 31, 2011 have
not been reviewed by the Company's auditors.



SHOAL POINT ENERGY LTD.
(An Exploration Stage Enterprise)

INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS AT
(Unaudited-prepared by management)

July 31, January 31,
2011 2011
ASSETS
Current
Cash - 3 430,516
Accounts receivable, (Note 6) 3,542,916 1,032,185
Prepaid expenses and deposit 2,431,721 4,281,702
5,974,637 5,744,403
PROPERTY AND EQUIPMENT, (Note 7) 13,859,008 3,209,480
19,833,645 $ 8,953,883
LIABILITIES
Current
Bank overdraft 13,812 § -
Accounts payable and accrued liabilities, (Notes 9 and 14) 515,298 1,093,259
Unrenounced flow-through premium 487,750 -
1,016,860 1,093,259
SHAREHOLDERS' EQUITY
Share capital, Note 8(a)) 41,722,279 29,834,319
Contributed surplus 2,233,338 2,152,846
Deficit (25,138,832) (24,126,541)
18,816,785 7,860,624
19,833,645 $ 8,953,883

COMMITMENTS AND CONTINGENCIES, (Note 9)

SUBSEQUENT EVENTS,

Approved on behalf of the board:
/V'/ }/]ﬂ President

Mo,

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



SHOAL POINT ENERGY LTD.
(An Exploration Stage Enterprise)

INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

FOR THE THREE MONTH AND SIX MONTH PERIODS ENDED JULY 31,

(Unaudited-prepared by management)

Three Months Six Months
2011 2010 2011 2010

Expenses

Office, general and administrative $ 114,727 $ 86,152 $ 206,896 $ 171,029
Directors' fees 1,000 13,000 1,000 25,000
Management fees, (Note 11) 59,400 82,500 105,400 165,000
Consulting fees 237,546 23,000 371,964 45,500
Stock-based compensation, (Note 8(b)) 19,881 - 90,163 -
Professional fees 23,200 46,810 39,091 78,476
Amortization 603 335 768 670
Rent 22,478 2,373 36,963 25,163
Part XI1.6 interest and taxes - - 510 -
Accretion expense, (Note 9) 160,734 - 160,734 -
Loss from operations 639,569 254,170 1,013,489 510,838
Flow-through shares renunciation - - - (14,000)
Interest and other income (401) - (1,198) (150,000)
Net loss and comprehensive loss for the period (639,168) (254,170) (1,012,291) (346,838)
Loss per share

Basic and fully diluted $ 0.00 $ (0.01) $ (0.00) $ (0.00)
Weighted average number of common shares outstanding 170,109,189 81,228,239 160,982,061 75,109,129

The accompanying notes are an integral part of these interim consolidated financial statements.
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SHOAL POINT ENERGY LTD.
(An Exploration Stage Enterprise)

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE THREE MONTH AND SIX MONTH PERIODS ENDED JULY 31,

(Unaudited-prepared by management)

Three Months

2011

2010

Six Months

2011

2010

Cash flows from operating activities

Net loss for the period $ (639,168) §  (254,170) $ (1,012,291) §  (346,838)
Adjustments not effecting cash:
Amortization 603 335 768 670
Stock-based compensation 19,881 - 90,163 -
Flow-through share renunciation - - - (14,000)
Accretion expense 160,734 - 160,734 -
(457,950) (253,835) (760,626) (360,168)
Changes in non-cash working capital, (Note 10) 2,630,161 220,932 (1,238,711) 395,442
Cash flows used in operating activities 2,172,211 (32,903) (1,999,337) 35,274
Cash flows from investing activities
Purchase of capital assets - - (3,307) -
Acquisition of oil and natural gas properties (5,836,352) - (10,996,065) (23,708)
Cash flows used in investing activities (5,836,352) - (10,999,372) (23,708)
Cash flows from financing activities
Short-term loan (2,200,000) - - -
Issuance of common shares 2,816,751 - 12,676,210 -
Share issue costs (122,115) - (470,905) -
Cash flows provided by financing activities 494,636 - 12,205,305 -
Net increase (decrease) in cash (3,169,505) (32,903) (793,404) 11,566
Cash, beginning of period 3,155,693 50,986 430,516 6,517
Cash, end of period $ (13,812) § 18,083 $ (13,812) § 18,083

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



SHOAL POINT ENERGY LTD.
(An Exploration Stage Enterprise)
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

JULY 31, 2011
(Unaudited-prepared by management)

1. REPORTING ENTITY

Shoal Point Energy Ltd. (the "Compnay") was incorporated on December 22, 2006 under the Business
Corporations Act (Alberta). The Company was incorporated for the purpose of acquisition, exploration and
development of oil and natural gas properties in Canada. On October 26, 2010, the Company filed article of
continuance in Ontario under the name of Shoal Point Energy Inc.

On October 14, 2010, Allied Northern Capital Corporation ("Allied") a non-operating public enterprise, agreed
on a share exchange transaction with Shoal Point Energy Inc. (“SPE”), a non-public operating enterprise, which
was completed on November 9, 2010. The transaction has been accounted for as a reverse takeover
acquisition, whereby SPE became a wholly owned subsidiary of Allied. On November 23, 2010, the Canadian
National Stock Exchange (“CNSX”) authorized the completion of the reverse takeover or qualifying transaction
and the name change from Allied to Shoal Point Energy Ltd. (the "Company"). On November 23, 2010, SPE
began trading on the CNSX under the symbol SHP.

Subsequent to the reverse takeover transaction, on November 9, 2010, SPE amalgamated with a newly
incorporated wholly-owned subsidiary of Allied, 2257054 Ontario Inc. and continued on under the name of
Shoal Point Energy Inc. The amalgamation occurred on November 9, 2010. 2257054 Ontario Inc. was
incorporated on September 16, 2010.

The Company is in the pre production stage of exploring its oil and natural gas properties and has not yet
determined whether these properties contain oil and natural gas resources that are economically recoverable, as
a result, it is considered a development stage company. The recoverability of amounts shown for oil and
natural gas properties is dependent upon the existence of economically recoverable reserves, securing and
maintaining the title and beneficial interest in the properties, the ability of the Company to obtain necessary
financing to complete the development and upon future profitable production or proceeds from disposition of
the oil and natural gas properties. The amounts shown as oil and natural gas properties represent net costs to
date, and do not necessarily represent present or future values.

2. BASIS OF PRESENTATION
Statement of Compliance

The unaudited interim consolidated financial statements have been prepared in accordance withlnternational
Accounting Standard 34, Interim Financial Reportinlnterim Financial Reporting as issued by the International
Accounting Standards Board (“IASB”) under International Financial Reporting Standards (“IFRS”) and using
the accounting policies the Company expects to adopt in its consolidated financial statements as at and for the
year ending January 31, 2011.

The same accounting policies and methods of computation were followed in the preparation of these
unaudited interim consolidated financial statements as were followed in the preparation of the unaudited
interim consolidated financial statements for the three months ended April 30, 2011.

The unaudited interim consolidated financial statements for the three months ended April 30, 2011 contain
certain incremental annual IFRS disclosures not included in the annual financial statements for the year ended
January 31, 2011 prepared in accordance with previous Canadian GAAP. Accordingly, these unaudited interim
consolidated financial statements for the three and six months ended July 31, 2011 should be read in
conjunction with Allied and SPE’s annual consolidated financial statements for the year ended January 31, 2011
prepared in accordance with previous Canadian GAAP, as well as the Company's unaudited interim
consolidated financial statements for the three months ended April 30, 2011.



SHOAL POINT ENERGY LTD.

(An Exploration Stage Enterprise)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
JULY 31, 2011

(Unaudited-prepared by management)

As IFRS and Canadian GAAP differ in some areas, management has amended certain accounting,
measurement, and consolidation methods previously applied under Canadian GAAP financial statements in
order to comply with IFRS. An explanation of how the transition to IFRS has affected the reported financial
position, financial results and cash flows of the Company is provided in note 3. This note includes
reconciliations of equity and total comprehensive loss for the comparative periods under previous GAAP to
those reported under IFRS.

Basis of Measurement and Principles of Consolidation

The interim consolidated financial statements have been prepared on the historical cost basis, unless otherwise
stated.

The interim consolidated financial statements includes all the accounts of the Company and all of its
subsidiaries and investments, including its principal subsidiaries, as well as other non-significant subsidiaries.
The financial statements of the subsidiaries are consolidated from the date that control commences until the
date that control ceases. All inter-company balances and transactions have been eliminated.

These interim consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiary Shoal Point Energy Inc.

Functional and Presentation Currency

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

Use of Estimates and Judgement

The preparation of interim consolidated financial statements in conformity with IFRS requires that management
make estimates and assumptions about future events that affect the amounts reported in the interim
consolidated financial statements and related notes to the financial statements. Actual results may differ from
those estimates.

In preparing these interim consolidated financial statements, the significant judgements made by management in
applying the Company’s accounting policies and the key sources of estimation uncertainty are expected to be the
same as those to be applied in the first annual IFRS financial statements.

Significant estimates used in the preparation of these consolidated financial statements include, but are not
limited to, the recoverability of exploration and evaluation (“E&E”) assets (oil and natural gas properties),
useful lives of capital assets, asset retirement obligations, share-based compensation, income taxes, the recording
of liabilities and disclosures of contingent assets and liabilities at the date of the financial statements. Actual
results could differ from management’s best estimates.

Recent accounting pronouncements

The IASB has issued IFRS 9 “Financial Instruments” which proposes to replace IAS 39. The replacement
standard has the following significant components: establishes two primary measurement categories for
financial assets—amortized cost and fair value; establishes criteria for classification of financial assets within the
measurement category based on business model and cash flow characteristics; and eliminates existing held to
maturity, available for sale and loans and receivable categories. This standard is effective for the Company’s
annual year end beginning January 1, 2013. The Company will evaluate the impact of the change to its
consolidated financial statements based on the characteristics of its financial instruments at the time of
adoption.



SHOAL POINT ENERGY LTD.
(An Exploration Stage Enterprise)
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

JULY 31, 2011
(Unaudited-prepared by management)

IFRS 7 “Financial instruments — Disclosures” (“IFRS 77) was amended by the IASB in October 2010 and
provides guidance on identifying transfers of financial assets and continuing involvement in transferred assets
for disclosure purposes. The amendments introduce new disclosure requirements for transfers of financial
assets including disclosures for financial assets that are not derecognized in their entirety, and for financial
assets that are derecognized in their entirety but for which continuing involvement is retained. The amendments
to IFRS 7 are effective for annual periods beginning on or after July 1, 2011. The Company has not yet
determined the impact of the amendments to IFRS 7 on its financial statements.

The IASB issued the following suite of consolidation and related standards, all of which are effective for annual
periods beginning on or after January 1, 2013. The Company has not yet determined the impact of these
standards on its financial statements.

IFRS 10, “Consolidated Financial Statements” (“IFRS 10”), which replaces parts of IAS 27, “Consolidated and
Separate Financial Statements” (“IAS 277) and all of SIC-12, “Consolidation — Special Purpose Entities”,
changes the definition of control that is the determining factor in whether an entity should be consolidated.
Under IFRS 10, an investor controls an investee when it is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the investee.

IAS 27, “Separate Financial Statements (2011)” (“IAS 27 (2011)”) was reissued and now only contains
accounting and disclosure requirements for when an entity prepares separate financial statements, as the
consolidation guidance is now included in IFRS 10.

IFRS 11, “Joint Arrangements” (“IFRS 117), which replaces IAS 31, “Interests in Joint Ventures” and SIC- 13,
“Jointly Controlled Entities — Non-monetary Contributions by Venturers”, requires a venturer to classify its
interest in a joint arrangement as either a joint operation or a joint venture. For a joint operation, the joint
operator will recognize its assets, liabilities, revenue and expenses, and/or its relative share thereof. For a joint
venture, the joint venturer will account for its interest in the venture’s net assets using the equity method of
accounting. The choice to proportionally consolidate joint ventures is prohibited.

IAS 28, “Investments in Associates and Joint Ventures (2011)” was amended as a consequence of the issuance
of IFRS 11. In addition to prescribing the accounting for investments in associates, it now includes joint
ventures that are to be accounted for by the equity method. The application of the equity method has not
changed as a result of this amendment.

IFRS 12 “Disclosure of Interests in Other Entities” is a comprehensive standard on disclosure requirements for
all forms of interests in other entities, including subsidiaries, joint arrangements, associates, and structured
entities. This standard carries forward the disclosures that existed under IAS 27, IAS 28 and IAS 31, and also
introduces additional disclosure requirements that address the nature of, and risks associated with, and entity’s
interests in other entities.

The IASB also has issued the following standard, which is effective for annual periods beginning on or after
January 1, 2013, for which the Company has not yet determined the impact on its financial statements.

IFRS 13, “Fair Value Measurement” (“IFRS 13”) provides guidance on how fair value should be applied where
its use is already required or permitted by other IFRS standards, and includes a definition of fair value and is a
single source of guidance on fair value measurement and disclosure requirements for use across IFRS.



SHOAL POINT ENERGY LTD.
(An Exploration Stage Enterprise)
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

JULY 31, 2011
(Unaudited-prepared by management)

3. TRANSITION TO IFRS
First-time adoption of IFRS

The adoption of IFRS requires the application of IFRS 1, which provides guidance for an entity’s initial
adoption of IFRS. IFRS 1 generally requires retrospective application of IFRS as effective at the end of its first
annual IFRS reporting period. However, IFRS 1 also provides certain optional exemptions and mandatory
exceptions to this retrospective treatment.

IFRS 1 does not permit changes to estimates that have been previously made. Accordingly, estimates used in the
preparation of the Company’s opening IFRS statements of financial position as at the Transition Date are
consistent with those that were made under Canadian GAAP.

Changes to acconnting policies:

The Company has changed certain accounting policies to be consistent with IFRS as is expected to be effective
or available for adoption on January 31, 2012, the Company’s first annual IFRS reporting date. However, these
changes have not resulted in any significant change to the recognition and measurement of assets, liabilities,
equity, revenue, and expenses within the Company’s interim consolidated financial statements.

During the six month period ended July 31, 2010, there were no reconciling items within Shareholder’s Equity
between Canadian GAAP and IFRS, except for the opening balance adjustments recorded at February 1, 2010,
which was previously reported in the Company’s April 30, 2011 unaudited interim consolidated financial
statements.

There were no changes to the three and six month periods ended July 31, 2010 Statement of Operations and
Comprehensive Loss upon conversion from Canadian GAAP to IFRS.

4. FINANCIAL INSTRUMENTS

The Company manages its exposure to a number of different financial risks arising from its operations as well as
its use of financial instruments including market risks (commodity prices, foreign currency exchange rate and
interest rate), credit risk and liquidity risk through its risk management strategy. The objective of the strategy is
to support the delivery of the Company's financial targets while protecting its future financial security and
flexibility.

Financial risks are primarily managed and monitored through operating and financing activities and, if required,
through the use of derivative financial instruments. The Company does not use derivative financial instruments
for purposes other than risk management. The financial risks are evaluated regularly with due consideration to
changes in the key economic indicators and up-to-date market information.

Market Risk

Market risk is the risk or uncertainty arising from possible market price movements and their impact on the
future performance of the business. The Company may use derivative financial instruments such as foreign
exchange contracts and interest rate swaps to manage certain exposures. These market risks are evaluated by
monitoring changes in key economic indicators and market information on an on-going basis.

Liquidity Risk

Liquidity risk encompasses the risk that a company cannot meet its financial obligations in full. The Company's
main sources of liquidity is derived from its common stock issuances. These fund are primarily used to finance
working capital, operating expenses, capital expenditures, and acquisitions.



SHOAL POINT ENERGY LTD.

(An Exploration Stage Enterprise)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
JULY 31, 2011

(Unaudited-prepared by management)

The Company manages its liquidity risk by regularly monitoring its cash flows from operating activities and
holding adequate amounts of cash and cash equivalents. The current year's budget is planned to be funded by
cash and cash equivalents.

Accounts payable and accrued liabilities are current financial instruments expected to be settled in the normal
course of operations.

As at July 31, 2011 the Company held cash of $(13,812).
Interest Rate Risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due to
changes in market interest rates. Cash and cash equivalents bear interest at market rates. Other current financial
assets and liabilities are not exposed to interest rate risk because of their short-term nature or being non-interest
bearing.

Credit Risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial loss. Financial instruments that potentially subject the Company to credit risk
consist of cash and cash equivalents and accounts receivable. The Company has reduced its credit risk by
investing its cash equivalents with a Canadian chartered bank. Also, as the majority of its receivables are with
the Canadian government in the form of sales tax receivable, credit risk is considered minimal.

Commodity Price Risk

The Company is subject to price risk from fluctuations in market prices of oil and natural gas. These commodity
prices historically have fluctuated widely and are affected by numerous factors outside of the Company's
control.

The future operations of the Company are highly correlated to the market prices of these commodities, as is the
ability of the Company to continue to explore and develop its oil and natural gas properties.

A prolong period of depressed prices could impair the Company’s operations and development opportunities,
and significantly erode shareholder value.

Fair Value

The Company has designated its cash as FVTPL, which is measured at fair value. Accounts receivable is
classified as loans and receivables, which are measured at amortized cost. Accounts payable and accrued
liabilities are classified as other financial liabilities, which are measured at amortized cost.

The carrying value and fair value of financial instruments held at July 31, 2011 and January 31, 2011 are
disclosed below by financial instrument category.

Six months ended Year ended
Financial Instrument April 30, 2011 January 31, 2011
F1TPL
Cash $ (13,812) $ 430,516
Loans and recervables
Accounts receivable $3,542,916 $1,032,185
Financial 1 iabilities
Accounts payable and
accrued liabilities $ 515,298 $ -

Cash and cash equivalents would be classified as a level 1 item under the fair value hierarchy.



SHOAL POINT ENERGY LTD.
(An Exploration Stage Enterprise)
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

JULY 31, 2011
(Unaudited-prepared by management)

5. CAPITAL MANAGEMENT

The Company defines capital management in the manner it manages its capital stock. As at April 31, 2011 the
Company’s share capital was $41,722,279 (January 31, 2011 - $29,834,319). Changes in share capital over prior
year end resulted from the issuance of 24,965,2237 common shares, 4,865,912 common shares on exercise of
warrants and 200,000 common shares from exercise of shares options during period ended July 31, 2011.

There were no changes in the Company's approach to capital management during the period ended July 31,
2011 and the Company is not subject to any externally imposed capital requirements.

The Company's objectives when managing capital are:

a) To safeguard the Company’s financial capacity and liquidity for future earnings in order to continue to
provide an appropriate return to shareholders and other stakeholders;

b) To maintain a flexible capital structure which optimizes the cost of capital at an acceptable risk; and

¢) To enable the Company to maximize growth by meeting its capital expenditure budget, to expand its budget
to accelerate projects, and to take advantage of acquisition opportunities.

The Company's capital structure includes components of sharcholders’ equity.

The Company regularly monitors and reviews the amount of capital in proportion to risk and future
development and exploration opportunities. The Company manages the capital structure and makes
adjustments to it in the light of changes in economic conditions and the risk characteristics of the underlying
assets. In order to maintain or adjust the capital structure, the Company may issue new debt or equity or similar
instruments, reduce debt levels from, or make adjustments to, its capital expenditure program.

6. ACCOUNTS RECEIVABLE

Accounts receivable consist of the following:

July 31, January 31,

2011 2011

GST/HST receivable $ 586,722 $ 986,547
Subscription receivable 29,350 44113
CIVC (a) 2,925,319 -
Other receivable 1,525 1,525

$ 3,542,916 3 1,032,185

(a) This amount represents the amount due from Canadian Imperial Venture Cotrp ("CIVC") in respect of is
share of the exploration costs on 3K-39 well that are due as of July 31, 2011. To the extent that this
amount could become uncollectible, management believes that the Company will be able to receive full
value for this amounts by converting this debt into an increased working interest in the Exploration Licence
1070.



SHOAL POINT ENERGY LTD.

(An Exploration Stage Enterprise)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
JULY 31, 2011

(Unaudited-prepared by management)

7.

PROPERTY AND EQUIPMENT

July 31, January 31,
2011 2011
Accumulated

Cost amortization Net Net

Oil and natural gas properties $ 13,852,097 $ -3 13,852,097 $ 3,205,107
Website 6,225 3,536 2,689 2,988
Computer equipment 7,105 2,883 4,222 1,385
$ 13,865,427 $ 6,419 $ 13,859,008 $ 3,209,480

The oil and natural gas properties relate to the Shoal Point License #1070. The Company did not capitalize any
general and administrative costs in the quarter.

Western Newfoundland

At January 31, 2011 the Company holds working interests in Offshore Exploration License #1070 (“EL
#10707).

Offshore EL #1070 covers an area of 254,616 acres.

On August 11, 2010, the Company entered into an agreement with Canadian Imperial Venture Corp (“CIVC”)
and Dragon Lance Management Company ("DLMC") to finance the drilling of well 3K-39 which commenced
after the year end. Under the terms of the agreement, the Company committed to funding 38.50% of the $1M
well abandonment deposit in the event that the well was not abandoned within the first 60 days of obtaining the
Significant Discovery License ("SDL"); funding 38.50% of the cost of the SDL in excess of $1M; and funding
38.50% of costs associated with the test well in excess of $4.5M.

On December 9, 2010, the Company signed an amending letter agreement to the farm-out agreement covering
license area EL#1070, dated August 11, 2010, with CIVC and the DLMC, and also with Fire Horse Energy Ltd
("Fire Horse").

The amending letter agreement initially acknowledges that DLLMC has assigned its rights and obligations under
the original farm-out agreement to Fire Horse. It further acknowledges that the Company's interest in
EL#1070 is to be set at 51.5% after the completion of the next well (3K-39), which is to be spudded prior to
the end of the year.

Originally, the Company's interest was to be reduced from 61.5% to 30.75% and the entire cost of well 3K-39
was to be borne by DLMC or its assignee Fire Horse. Under the terms of the amended agreement, the
Company's interest will be reduced by only 10% to 51.5% and in consideration for retaining this increased
interest in EL#1070, the Company has agreed to pay 41.5% of the drilling costs of the well (estimated to be
$1,867,500 or 41.5% of $4.5 million), to make the refundable abandonment deposit (estimated not to exceed $1
million), and to pay 50% of the costs of filing reports and making the application for a Significant Discovery
License (SDL) on EL#1070. The balance of the costs associated with drilling of the 3K-39 well and obtaining
the SDL is to be paid for by Fire Horse.

On December 17, 2010, the Company signed a final agreement with DLLMC and Fire Horse and CIVC. Under
the terms of this final agreement, the Company's final percentage interest in the 3K-39 well will be increased to
80.75%, with CIVC at 19.25%. The Company will now assume responsibility for all budgeted costs of the well
and also be responsible for the abandonment deposit and other costs related to filing for a SDL.

12.



SHOAL POINT ENERGY LTD.
(An Exploration Stage Enterprise)
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

JULY 31, 2011
(Unaudited-prepared by management)

Summary of interests in the EL#1070 Shallow Rights after the well has been drilled is as follows:
SPE CIVC DILMC

After earning 80.75% 19.25% -

8. CAPITAL STOCK
(a)  Share Capital

Authorized

The authorized capital stock of the Company consists of an unlimited number of common shares.

(@) In February 2011, the Company completed a private placement of 13,531,570 common shares and
3,150,000 flow-through common shares for aggregate proceeds of $5,996,050. The Company paid cash

commission of $149,247 and issued 393,634 broker warrants, pursuant to the financing.

(i) In April 2011, the Company completed a private placement of 6,763,667 common shares and 1,450,000
flow-through common shares for aggregate proceeds of $3,768,650. The Company paid cash commission

of $199,544 and issued 422,810 broker warrants, pursuant to the financing.

@) In July 2011, the Company completed a private placement of 1,785,000 common shares and 4,285,000
flow-through common shares for aggregate proceeds of $2,035,250. The Company paid cash commission

of $122,115 and issued 364,000 broker warrants, pursuant to the financing.

(b)  Stock option plan and stock-based compensation

The Company has a stock option plan to provide employees, directors, officers and consultants with options to
purchase common shares of the Company. Under the plan, the exercise price of each option equals the market
price of the Company’s stock on the day of grant and the maximum term of option is five years. The maximum
number of shares which may be issued under the program shall not exceed 10% of the issued and outstanding
shares. The following summarizes the employees, directors, officers and consultants stock options that have

been granted, exercised, expired, vested or cancelled during the period ended July 31, 2011.

The following table summarizes information concerning the Company's stock options outstanding as at July 31,

2011:
Weighted
Weighted Average
Number of Average Remaining
Options Exercise Price  Contractual Life
Outstanding and exercisable - January 31, 2010 4,790,000 $ 0.25
Granted 7,950,000 0.25
Expired or cancelled (7,340,000) 0.25
Reissued 7,325,000 0.25
Outstanding and exercisable - January 31, 2011 12,725,000 0.25 3.21
Granted 1,650,000 0.43 3.87
Exercised/expired (200,000) 0.37
Outstanding as at July 31, 2011 14,175,000 $ 0.27 3.54
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The following common share purchase options are outstanding at July 31, 2011:

Number of Exercise
Date of Grant Shares Price Expiry Date
Directors October 29, 2010 3,500,000 $ 0.25 October 29, 2015
February 22, 2011 900,000 $ 0.40 February 22, 2016
Officers October 29, 2010 1,850,000 $ 0.25 October 29, 2015
Service Providers October 29, 2010 1,525,000 $ 0.25 October 29, 2011
October 29, 2010 2,800,000 $ 0.25 October 29, 2012
October 29, 2010 2,100,000 $ 0.25 October 29, 2015
December 16, 2010 450,000 $ 0.28 December 16, 2013
January 20, 2011 300,000 $ 0.40 January 20, 2013
February 22, 2011 300,000 $ 0.40 February 22, 2016
April 20, 2011 250,000 $ 0.50 April 20, 2014
June 21, 2011 200,000 $ 0.50 June 21, 2014
14,175,000

The fair value of share purchase options granted during the period ended July 31, 2011 of $90,163 (2010 - $nil)
has been estimated using the Black-Sholes pricing model with the following assumptions: market value of
underlying stock of $0.33-0.45; risk free rate of 1.68-1.77%; expected term of 3-5 years; exercise price of the
option of $0.40-0.50; volatility of 70%; and expected future dividends of nil.

(0  Warrants

The following table summarizes warrants that have been issued, exercised or have expired during the period

ended July 31, 2011:

Weighted

Number of average
Warrants Fair Value  exercise price
Balance, January 31, 2011 43,415,579 $ 3,346,836 $ 0.30
Exercised (462,500) (28,217) 10.00
Issued 12,224,575 201,512 0.52
Balance, April 30, 2011 55,177,654 $_ 3,520,131 $ 0.46
Exercised (4,865,912) (309,081) 0.10
Expired (1,561,160) (99,303) 0.25
Issued 3.364.600 200,003 0.40
Balance, July 31, 2011 52,115,176 $_ 3,311,750 $ 0.46

The fair value of warrants issued during the period ended July 31, 2011 of $200,003 (2010 - $Nil) has been
estimated using the Black-Scholes pricing model with the following assumptions: market value of underlying
stock of $0.20-0.45; risk free rate of 1.57-1.82%; expected term of 0.64-2.00 years; exercise price of the option
of $0.15-0.60; volatility of 70%; and expected future dividends of nil.
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At July 31, 2011, the following warrants were outstanding. The warrants entitle the holders to purchase the
stated number of common shares at the exercise price on or before the expiry date:

Weighted average Weighted
Exercise Number remaining contractual Number  average exercise

price outstanding life (years) exercisable price
$0.15 - 0.50 - $0.15
$0.22 1,598,247 1.00 1,598,247 $0.22
$0.25 301,550 1.00 301,550 $0.25
$0.28 25,103,876 1.90 25,103,876 $0.28
$0.35 393,634 1.00 393,634 $0.35
$0.40 4,882,250 1.70 4,882,250 $0.40
$0.45 700,920 1.00 700,920 $0.45
$0.50 15,027,864 1.90 15,027,864 $0.50
$0.60 4,106,835 1.00 4,106,835 $0.60

52,115,176 1.32 52,115,176 $0.35

COMMITMENTS AND CONTINGENCIES

The Company signed a farm-in agreement with Ptarmigan Energy Inc. (PEI) of St. John's, Newfoundland, and
Labrador, with respect to exploration licence 1120, western Newfoundland. Under the terms of the farm-in
agreement, Shoal Point will have the right to earn into the shallow rights within a certain area of exploration
licence 1120 (farm-out lands) by paying to PEI a total of $1.8 million, and by drilling a test well to assess the
petroleum potential of the Green Point formation on or before December 31, 2012. Once the Company has
completed the earning requirements by making the aforementioned payments, and by drilling the test well, it
will earn an 80% working interest in the shallow rights within the farm-out lands, with PEI retaining a 20%
working interest therein.

The Company also borrowed $2.2 million from an arm's-length lender on April 29, 2011. These funds have
been used as security in connection with logging of the 3K-39 well. In connection with this transaction, Shoal
Point issued a $2.2 million secured promissory note to the lender and granted the lender a security interest over
its assets. The lender will receive one million common share purchase warrants of the Company, where each
warrant entitles the holder to acquire a common share in the company for a period of two years from the date
of issuance at an exercise price of $0.50. The fair value of warrants issued in connection with the short-term
loan was $160,734, which has been reduced from the carrying amount of the loan. With the completion of the
private placement financings, the Company fully repaid the loan, and the promissory note and security interest
have been cancelled.

CHANGES IN NON-CASH WORKING CAPITAL

July 31, 2011 July 31, 2010
Changes in non cash working capital balances:
Accounts receivable $ (2,510,731) $ 11,369
Prepaid expenses 1,849,981 -
Accounts payable and accrued liabilities (577.961) 384.073

$_ (1,238.711) § 395.442
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RELATED PARTY TRANSACTIONS

The following related party transactions occurred and were reflected in the consolidated financial statements
during the periods ended July 31, 2011 and 2010 as follows:

July 31, 2011 July 31, 2010
Management fees and directors fees expense:
Management fees were charged by officers for corporate
administrative and financial management services $ 105,400 $ 82,500
Directors fees were charged by directors for corporate
governance services $ 1,000 $ 12,000

As at July 31, 2011, accounts payable and accrual liabilities includes $34,563 (January 31, 2011 - $35,342) owing
to related parties.

Management believes these transactions are in the normal course of business and are measured at the exchange
amount, which is the amount of consideration established and agreed to by the related parties.

BASIC AND DILUTED LOSS PER SHARE

Basic loss per share has been calculated by dividing the net loss per the financial statements by the weighted
average number of shares outstanding during the period. The fully diluted loss per share would be calculated
using a common share balance increased by the number of common shares that could be issued on the exercise
of outstanding warrants and options of the Company. As the Company is in a loss position for the three
months ended April 30, 2011 and 2010, a dilutive effect would result from the potential increase in common
shares.

RECLASSIFICATION

The comparative financial statements have been reclassified to conform to the presentation of the current
period financial statements.
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