Unaudited Consolidated Financial Statements of

ENHANCED OIL RESOURCES INC.

Nine Months Ended September 30, 2007 and 2006



Enhanced Oil Resources Inc.

Consolidated Balance Sheets
(Canadian Dollars)

September 30, 2007

December 31, 2006

Unaudited
Assets
Current assets:
Cash and equivalents $ 10,899,193 $ 1,082,388
Receivables 802,644 377,363
Other current assets 206,855 138,541
11,908,692 1,598,292
Restricted cash 584,866 82,418
Resource Properties, net 70,585,953 42,032,418
Other properties & equipment 142,419 25,605
$ 83,221,930 $ 43,738,733
Liabilities And Shareholders' Equity
Current liabilities:
Accounts payable and accrued liabilities $ 1,410,388 $ 986,499
Indebtedness - 3,230,969
1,410,388 4,217,468
Asset retirement obligation 2,869,086 247,767
Future income tax liabilities 7,899,077 7,899,077
Shareholders' equity:
Share capital 110,614,041 66,897,962
Capital shares subscribed, not issued - 846,668
Contributed Surplus 9,467,674 4,160,432
Common shares acquired, at cost (168,405) (168,405)
Deficit (48,869,931) (40,362,236)
71,043,379 31,374,421
$ 83,221,930 $ 43,738,733

Going Concem (Note 1)

See accompanying notes to consolidated financial statements.
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Enhanced Oil Resources Inc.

Consolidated Statements of Operations and Deficit -- Unaudited
(Canadian Dollars)

Three Months Ended Nine Months Ended September

September 30, 30,
2007 2006 2007 2006
Revenues:
Oil and gas sales, net of royalties $ 449483 $ - $ 566,671 $ -
Interest and other income 74,962 1,052 84,406 4,703
524,445 1,052 651,077 4,703
Expenses:

Lease operating expense 587,544 10,364 1,133,361 29,007
General and administrative 1,139,459 230,686 2,507,092 1,163,595
Accretion of asset retirement obligation 58,808 5,114 128,290 15,342
Depreciation and amortization 9,739 11,657 13,222 15,996
Foreign currency translation (gain) loss 398,189 - 21,113 -
Stock based compensation 1,801,297 9,000 5,310,742 9,000
Interest expense and other 879 186,152 44,952 557,839
3,995,915 452,973 9,158,772 1,790,779

Loss before income taxes (3,471,470) (451,921) (8,507,695) (1,786,076)
Provision for income taxes - - - -
Net loss for the period (3,471,470) (451,921) (8,507,695) (1,786,076)
Deficit, beginning of period (45,398,460) (38,890,322) (40,362,236) (37,556,167)
Deficit, end of period $ (48,869,930) $ (39,342,243) $ (48,869,931) $ (39,342,243)

Loss per share --
Basic
Diluted

Going Concemn (Note 1)

$
$

(0.04)
(0.04)

See accompanying notes to consolidated financial statements.

(0.01)
(0.01)

$
$

0.11)
(0.11)

$  (0.04)
$  (0.03)



Enhanced Oil Resources Inc.

Consolidated Statements of Cash Flows -- Unaudited

(Canadian Dollars)

Three Months Ended Sept 30,

Nine Months Ended Sept 30,

2007 2006 2007 2006
Cash provided by (used in):
Operating activities
Net loss for the period $ (3471471) 3 (451,921) (8,507,695) $ (1,786,076)
Items not involving cash: -
Depreciation and amortization 9,739 11,657 13,222 15,996
Amortization of debenture discount &
deferred charges - 70,475 - 210,844
Accretion of asset retirement obligation 58,808 5114 128,290 15,342
Stock-based compensation 1,801,297 9,000 5,310,742 9,000
Other - - 14,670 -
(1,601,627) (355,675) (3,040,771) (1,534,894)
Changes in non-cash working capital (7,999,212) 421 (69,706) (99,821)
(9,600,839) (355,254) (3,110,477) (1,634,715)
Investing activities
Property expenditures (3,941,243) (32,582) (18,180,275) (363,375)
Acquisition of oil & gas properties (6,004,143) - (7,756,551) -
Restricted cash (5,002) - (502,448) -
Purchase of drilling equipment - (14,965) - (374,443)
Changes in non-cash working capital 216,939 28 - 21,198
(9,733,449) (47,519) (26,439,274) (716,620)
Financing activities
Issuance of equity instruments for cash, net 29,455,677 629,647 42,385,322 629,647
Initial proceeds from equity instruments subscribed (3,242,382) - (846,668) -
Short-term borrowings - - - -
Repayments of short-term borrowings - - (3,230,969) (186,034)
Changes in non-cash working capital 1,058,871 (154) 1,058,871 (114,906)
27,272,166 629,493 39,366,556 328,707
Change in cash and cash equivalents 7,937,877 226,720 9,816,805 (2,022,628)
Cash and cash equivalents, beginning of period 2,961,316 104,416 1,082,388 2,353,764
Cash and cash equivalents, end of period $ 10,899,193 $ 331,136 $ 10,899,193 $ 331,136

Going Concern (Note 1)

See accompanying notes to consolidated financial statements.



ENHANCED OIL RESOURCES INC.

Notes to Consolidated Financial Statements - Unaudited

Nine months ended September 30, 2007 and 2006

1. Going Concern

Enhanced Oil Resources Inc. (formerly known as Ridgeway Petroleum Corp., a company
incorporated in British Columbia, Canada) and it's wholly owned subsidiaries (the Company)
principally operates in the United States and is engaged in the business of development of its
helium and carbon dioxide project in eastern Arizona and western New Mexico. The Company
has spent approximately $75.5 million to date in acquiring, exploring and developing the project.
As disclosed in the Unaudited Consolidated Statements of Operations and Deficit and Cash Flows
respectively, the net loss for the nine months ended September 30, 2007 was $ 8,507,695 and the
cash used in operating activities was $3,110,477. These factors cause substantial doubt
concerning the Company’s ability to continue operations.

Continuation of operations and realization of the capitalized cost of resource properties are
dependent upon the Company obtaining long term contracts for carbon dioxide, constructing the
appropriate facilities, obtaining additional external financing and achieving profitable operations.
Management is focused on the activities necessary to finance and develop its helium and carbon
dioxide source field, including additional drilling to further define the field’s reserve potential and to
(i) initiate development of a helium plant at St. Johns field for recovery of helium from a carbon
dioxide gas stream (i) initiate, beginning in 2007, its own tertiary recovery projects through
carbon dioxide flooding (enhanced oil recovery or “EOR”) by acquisition of pressure depleted
fields suitable for carbon dioxide flooding and (iii) pursue EOR producers for carbon dioxide
deliveries in central New Mexico sufficient to justify pipeline construction from the Company’s
source field. With regard to item (iii), initial projects are currently being targeted to areas where
carbon dioxide deliveries will serve the interests of other third party enhanced oil recovery projects
where they currently are focused in New Mexico and Texas. The securing of long term contracts
for carbon dioxide delivery with enhanced oil recovery operators is a critical step in this process. If
these contracts are not obtained, the Company may not be able to fully realize its assets.

The ability to continue operations represents an uncertainty with regard to the preparation of
financial statements especially related to determinations of asset impairment, if any, in the
periodic reviews that the Company must undertake concerning amounts capitalized as resource
properties.

These interim financial statements have been prepared in accordance with Canadian generally
accepted accounting principles which assumes the Company will be able, which may or may not
be appropriate, to realize assets and discharge liabilities in the normal course of business for the
foreseeable future and does not reflect adjustments that would otherwise be necessary if the
going concern assumption was not appropriate. Such adjustments could be material.



ENHANCED OIL RESOURCES INC.

Notes to Consolidated Financial Statements - Unaudited, Page 2

Six months ended September 30, 2007 and 2006

2. Summary of significant accounting policies

The interim consolidated financial statements of the Company include the accounts of the
Company and its wholly-owned subsidiaries. All inter-company transactions and balances have
been eliminated. The interim consolidated financial statements are presented in Canadian dollars
unless otherwise stated and have been prepared by management following the same accounting
policies and methods of computation as the financial statements of the Company for the year
ended December 31, 2006, with the exception of the Company’s new financial instruments policy,
as described below in part (i), and the new oil and gas accounting policy described below in part
(ii). The disclosures in the notes to the interim financial statements do not include all of those
disclosures applicable for annual financial statements. Accordingly, these interim financial
statements should be read in conjunction with the audited financial statements and notes thereto
in the Company’s consolidated financial statements for the year ended December 31, 2006.

Preparation of the interim consolidated financial statements in accordance with Canadian
generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period. The
most significant estimates made by management relate to the amounts recorded for future
income taxes, depletion, depreciation and accretion, asset retirement obligations, stock-based

compensation and the unrealized portion of gain or loss on derivative instruments. Actual results
could differ from these estimates.

(i) Financial instruments, comprehensive income and hedging:

Effective January 1, 2007, the Company adopted the following new CICA accounting standards:
“Financial Instruments — Recognition and Measurement” (section 3855); “Financial Instruments —
Disclosure and Presentation” (section 3861); “Comprehensive Income” (section 1530); and
“Hedges” (section 3865). These standards require all financial instruments other than held-to-
maturity investments, loans and receivables, and non-speculative financial instruments to be
included on the Company’s balance sheet at their fair value. Held-to-maturity investments, loans
and receivables, and non-speculative financial instruments would be measured at their amortized
cost. The standards create a new statement of comprehensive income that includes changes in
the fair value of certain financial instruments, specifically those designated as hedges. The
Company does not have any financial instruments designated as hedges, and as such does not
have a statement of comprehensive income. As the Company has always valued its derivative
financial instruments at fair value on the balance sheet, the adoption of these standards had no
financial statement impact to the Company.

For financial assets and financial liabilities that are not classified as held for trading, the
transaction costs that are directly attributable to the acquisition or issue of the financial asset or
liability are added to the fair value initially recognized for that financial instrument and amortized to

2



ENHANCED OIL RESOURCES INC.

Notes to Consolidated Financial Statements - Unaudited, Page 3

Six months ended September 30, 2007 and 2006

earnings over the life of the financial instrument. Section 3855 requires that an asset or liability be
recognized for embedded derivatives by separating them from their host contracts and measuring
them at fair values. The Company’s evaluation of its contracts pursuant to this standard did not
result in the identification of any embedded derivatives.

(ii) Oil and natural gas accounting policy

Effective February 2007 in connection with the property acquisition described in Note 3, the
Company adopted the full-cost method of accounting, whereby all costs relating to the exploration
for and development of petroleum and natural gas reserves are capitalized. Such costs include
land acquisition, geological and geophysical, driling of productive and nonproductive wells,
production equipment and facilities, carrying costs directly related to unproved properties, and
costs related to acquisition of petroleum and natural gas assets directly or by means of a business
combination. These capitalized costs, along with estimated future capital expenditures to be
incurred in order to develop proved reserves, are depleted and depreciated on a unit-of-
production basis using estimated proved petroleum and natural gas reserves as evaluated by
independent engineers. For purposes of this calculation, petroleum and natural gas reserves are
converted to a common unit of measurement on the basis of their relative energy content where
six thousand cubic feet of gas equates to one barrel of oil. Costs of acquiring and evaluating
unproved properties are excluded from costs subject to depletion and depreciation until it is
determined whether proved reserves are attributable to the properties or impairment occurs.
Gains or losses on the disposition of properties are not recognized unless the proceeds on
disposition result in a change of 20 percent or more in the depletion rate.

3. Property, plant and equipment, net

Resource Oil & gas

properties properties Total

Balance, December 31, 2006 $ 42,032,418 $ - $ 42,032,418

Property acquisitions - 7,756,551 7,756,551
Cost of asset retirement obligation -

initial measurement at acquisition - 2,764,915 2,764,915

Expenditures 17,990,888 41,181 18,032,069

Depletion and amortization - - -

Balance, September 30, 2007 $ 60,023,306 $ 10,562,647 $ 70,585,953

In February 2007, the Company completed the purchase of a New Mexico oilfield for US$1.5
million cash and announced its intention to initiate an enhanced oil recovery (EOR) project
through CO2 injection flooding. In addition, the Company was required to put up cash security in

3



ENHANCED OIL RESOURCES INC.

Notes to Consolidated Financial Statements - Unaudited, Page 4

Six months ended September 30, 2007 and 2006

the amount of US $421,000 in connection with abandonment obligations related to the property.
The property will be accounted for under the full-cost method of accounting and at September 30,
2007 was carried as unevaluated property acquisition costs. The property acquisition covers
15,000 acres in a 19,000 acre mature oilfield and had limited production during the nine months
ended September 30, 2007. The Company recognized the estimated future retirement costs of at

the acquisition date based on the discounted estimated cash flows to retire and abandon the
property (See Note 4).

In July 2007, the Company completed the purchase of a second New Mexico oilfield for US$3.2
million cash. This property is located near the first property acquisition competed in February.
The Company intends to initiate EOR operations in this field through CO2 injection flooding. The
property will be accounted for under the full-cost method of accounting and at September 30,
2007 was carried as unevaluated property acquisition costs. The property acquisition covers
5,000 acres in a mature oilfield and had limited production during the nine months ended
September 30, 2007. The Company recognized the estimated future retirement costs of at the

acquisition date based on the discounted estimated cash flows to retire and abandon the property
(See Note 4).

Resource property expenditures were incurred on the Company’s Arizona and New Mexico
carbon dioxide leases. Of the expenditures, approximately $20 million comprise resource property
costs which are without tax basis. The balance of the expenditures comprises primarily drilling
costs and include approximately $6,896,000 of lease acquisition and rental costs (2006 -
$6,365,000). Also included in resource property costs are asset retirement costs of $214,193
(2006--$214,193). There has been no amortization or depletion of amounts capitalized since
there has been no production from the properties.

Furniture, vehicles and equipment, net 2007

Balance, December 31, 2006 $ 25,605
Expenditures 130,036
Depreciation (13,222)
Retirements -

Balance, September 30, 2007 $ 142,419

In 2006, the Company purchased used drilling equipment in connection with development of its
properties and sold the equipment to a drilling contractor in December, 2006 in exchange for a
short-term note receivable which was subsequently collected in 2007. The cost of equipment,
including costs of refurbishment and disposition was $379,441. In the second quarter of 2007, the
Company engaged the drilling contractor in connection with development activities of the resource
properties .



ENHANCED OIL RESOURCES INC.

Notes to Consolidated Financial Statements - Unaudited, Page 5

Six months ended September 30, 2007 and 2006

4. Asset retirement obligation

The following table presents the reconciliation of the beginning and ending aggregate carrying
amount of the obligation associated with the retirement of properties.

2007

Balance, December 31, 2006 $ 247,767
Accretion 128,290
Liabilities acquired 2,493,029
Liabilities incurred -
Balance, September 30, 2007 $ 2,869,086

In connection with obligations related to all properties, the total undiscounted amount of estimated
cash flows required to settle the obligations is $12.1 million (2006--$0.9 million), which has been
discounted using a credit-adjusted risk free rates ranging between 7.2% and 9% and assumes an
inflation rate of 1.0 % to 4.0%. Most of these obligations are expected to be settled over the next
twenty years and will be funded from general Company resources at the time of retirement.

Equity instruments
(a) Authorized

25,000,000 preference shares of no par value, 1,000 shares issued and outstanding to a
subsidiary of the Company

Unlimited common shares of no par value
(b) Issued and outstanding

Common Shares Number Amount
Balance, December 31, 2006 45,069,493 §$ 66,765,032
Issued
Warrants -- cash 2,186,451 1,785,589
Assigned value - 546,612
Incentive stock options 760,000 641,900
Debt settiement shares (Note 8) 250,000 372,500
Shares subscribed but not issued - -
{Note 10)
Private placements, net 45,771,282 36,097,085
Stock grant 20,000 -
Bonus shares - private placement 211,187 111,490
Balance, September 30, 2007 94,518,413  $ 106,320,208




ENHANCED OIL RESOURCES INC.

Notes to Consolidated Financial Statements - Unaudited, Page 6

Six months ended September 30, 2007 and 2006

Warrants Number Amount
Balance, December 31, 2006 2,495,720 $ 132,930
Exercised (2,186,451) (546,612)
Private placements 31,383,444 4,707,516
Bonus warrants — private placement 32,538 -
(Note 8)
Balance, September 30, 2007 31,725,251 $ 4,293,834
Total equity instruments, September 30, 2007 : $110,614,041

(c) Contributed surplus
Changes in contributed surplus for the Nine months ended September 30, 2006 are as

follows:
Balance, December 31, 2006 $ 4,160,432
Fair value of stock option grants 5,310,742
Balance, September 30, 2007 $ 9,467,674

(d) Common shares acquired, at cost

During the twelve months ended September 30, 2002, the Company acquired 85,200 of its
common shares, pursuant to a normal course issuer bid, at a cost of $168,405.

(e) Stock option plan

The Company has a directors and management Stock Option Plan under which a rolling
amount is reserved for issuance of up to 10% of the outstanding common shares as of any



ENHANCED OIL RESOURCES INC.

Notes to Consolidated Financial Statements - Unaudited, Page 7

Six months ended September 30, 2007 and 2006

particular grant date. These options are granted with a five-year expiry. Details of the
Company’s plan as at September 30, 2007 are presented below.

Weighted
Number average
‘ of exercise
(Shares in thousands) options price
Outstanding at December 31, 2005 4,350 $ 1.63
Granted 750 % .56
Exercised - -
Cancelled and expired (2,055) $ 2.16
QOutstanding at December 31, 2006 3,045 $ 0.86
Granted 5,705 $ 1.26
Exercised (760) $ 0.84
Cancelled and expired - -
QOutstanding at September 30, 2007 7,990 $ 1.03
Exercisable at end of period 7,328 $ 1.11

The following table summarizes information about stock options as at September 30, 2007
(Shares in thousands):

Options Outstanding Options Exercisable
Weighted-
Average
Remaining Weighted- Weighted -
Range of Prices Number Contractual Average Number Average
Low High Outstanding Life Exercise Price Exercisable Exercise Price
$ 0.59 $ 062 2,315 4.2 $ 0.61 2,315 $ 061
$ 0.95 $ 1.05 1,520 25 $ 1.01 1,520 $ 1.01
$ 124 $ 1.89 4,155 47 $ 1.50 3,492 $ 155
$ 0.40 $ 1.05 7,990 $ 1.03 7,238 $ 1.01

A total of 14,086,019 shares were added to the weighted average number of common shares
outstanding during the nine months ended September 30, 2007 (2005 — Nil) for the dilutive
effect of employee stock options. No adjustments were required to reported earnings in
computing diluted per share amounts due to the net loss for the period. A total of 21,160,883
options (2006 — 4,075,000) were excluded from the diluted calculations as they were anti-
dilutive.



ENHANCED OIL RESOURCES INC.

Notes to Consolidated Financial Statements - Unaudited, Page 8

Six months ended September 30, 2007 and 2006

(f) Stock-based compensation

As described in Note 2, the Company records stock-based compensation expense in the
consolidated financial statements for stock options granted to directors and employees using
the fair value method. The fair value of each option granted is estimated on the date of grant
using the Black-Scholes option-pricing model.

Vesting of stock options are, under the terms of the Company’s 2007 Stock Option plan are
determined by the Board at the time of grant. Typically, stock options have been granted with
vesting terms from zero to nine months. In August 2007, grants to key employees, directors
and consultants in connection with completion of the private placements in late August
contained vesting provision whereby 50% vest immediately and the remainder do not vest
upon the attainment of targeted reserves levels in the Company's enhanced oil recovery
projects. Grants to purchase 1,100,000 shares at $1.24 per share included these vesting
provisions and expire five years after date of grant. Compensation expense for stock option
grants is recognized for all option grants in the period in which vesting occurs. Stock based
compensation expense of $5,310,742 has been recognized for the nine months ended
September 30, 2007 (2006 — $34,477) based on the estimated fair value of the options on the
grant date in accordance with the fair value method of accounting for stock-based
compensation.

The estimated fair value of share options issued during the periods was determined using the
Black-Scholes option-pricing model with the following assumptions:

2007
Risk-free interest rate 3.1% t0 4.75%
Expected option life 5 years
Volatility in the price of the Company’s shares 68% to 108%
Dividend yield 0.0%

The weighted average fair value of all options granted for the nine months ended September
30, 2007 was $ 0.88 per option (Nil for comparable period in 2006), using the Black-Scholes
option-pricing model.

(g) Subscribed shares but not issued

In connection with a payoff and settlement of indebtedness subsequent to December 31, 2006
(See Note 8), the Company agreed to issue and subsequently did issue 250,000 common shares



