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To our Shareholders,
Africa Oil Corp. (the “Company” or “Africa Oil”) is pleased to present this report to shareholders on the
activities of the Company during the third quarter period ended September 30, 2007.
Dharoor and Nogal Oil Exploration Projects, Puntland, Somalia.
The Company holds an 80% interest in two large oil exploration licenses encompassing the highly
prospective Dharoor and Nogal Valleys in the state of Puntland in northern Somalia. Both blocks are
considered world-class exploration plays with petroleum systems geologically similar to and formerly
contiguous with those in the prolific oil producing Republic of Yemen.
A comprehensive seismic reprocessing program, including review and integration of all geophysical and
geological data, has been successfully completed on the Nogal Block. The Company expects to mobilize
a drill rig into the area in early 2008 with the anticipation of spudding the first of two back-to-back wells in
the first quarter of 2008.
A drilling program is also being planned for the Dharoor Block to follow the drilling campaign at Nogal.
The Company is scheduling a major seismic acquisition program over the Dharoor area and expects a
seismic crew to be mobilized in early 2008.
The Company has added another key member to its technical team. Mr. Paul Colyer has joined the
Company as Drilling Manager. Mr. Colyer, considered one of the top drilling managers in the industry,
brings over 35 years of experience to the Company. Mr. Colyer has spent the greater part of his career at
Occidental Petroleum and has managed drilling campaigns in both Yemen and Somalia.
On the political front, the Transitional Federal Government of Somalia has appointed a new Prime
Minister. Puntland remains relatively stable and the Company’s operations are proceeding on schedule.
The Company looks forward to a successful drilling program in the months ahead.
Corporate
The Company’s name change to Africa Oil Corp. became effective August 20, 2007. The Company now
trades on the TSX Venture Exchange under the symbol “AOI”.
Investor relations activities are carried out by Company personnel and include the design and
maintenance of a corporate website and investor and analyst communication.
The Company looks forward to a successful venture in Puntland and will continue as well to review other
opportunities in Africa and beyond as part of an aggressive growth strategy.
On Behalf of the Board
Richard Schmitt
President and CEO
November 28, 2007

AFRICA OIL CORP.

(formerly Canmex Minerals Corporation)

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Amounts expressed in United States dollars unless otherwise indicated)
THREE and Nine MONTHS ENDED September 30, 2007 AND 2006
On August 20, 2007, the Company changed its name from Canmex Minerals Corporation to Africa Oil
Corp.
Management’s discussion and analysis (“MD&A”) focuses on significant factors that have affected
Africa Oil Corp. and its subsidiaries (the “Company” or “AOC”) and such factors that may affect its
future performance. In order to better understand the MD&A, it should be read in conjunction with
the Company’s unaudited interim consolidated financial statements for the three and nine months
ended September 30, 2007 and the Company’s audited consolidated financial statements and MD&A
for the year ended December 31, 2006 and related notes thereto.
The financial information in this MD&A is derived from the Company’s consolidated financial
statements which are prepared in accordance with Canadian generally accepted accounting principles.
The significant accounting policies are outlined within Note 3 to the consolidated financial statements
of the Company.
The effective date of this MD&A is November 28, 2007.
Additional information about the Company and its business activities is available on SEDAR at
www.sedar.com.

GENERAL
Africa Oil Corp. is a Canadian-based company whose common shares are traded on the TSX Venture
Exchange under the symbol “AOI”. The Company is an international oil and gas exploration and
development company based in Canada with oil and gas interests in Somalia.
During the first quarter of 2007, AOC entered into Production Sharing Agreements (“PSAs”) and Joint
Venture Agreements acquiring an 80% interest in licenses covering the highly prospective Dhahoor
Valley and Nogal Valley Blocks in the state of Puntland in northern Somalia. These blocks are
considered world-class exploration plays with a petroleum system identical to and formerly contiguous
with those within the Republic of Yemen.
AOC acquired its 80% participating interest in the blocks from Range Resources Ltd. (“Range”), a
public company listed on the Australian Stock Exchange. As consideration for its participating
interest, the Company paid Range $5 million and assumed the obligation to solely fund $22,750,000
of joint venture costs on each of the blocks ($45,500,000 in total for both blocks) during the
exploration period. In the event that a commercial discovery is declared on a block prior to AOC
spending $22,750,000, AOC shall be deemed to have earned its interest in the block and the Company
and Range will be responsible for future expenditures on the block in proportion to their respective
working interests. In the event that AOC does not fund the required $22,750,000 during the two
three-year exploration periods, the Company’s interest in the block would be forfeited. An additional
$3,500,000 will be payable to Range upon commencement of commercial production.
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SELECTED QUARTERLY INFORMATION

Financial Data for 8
Quarters
Three months ended
Total Revenues ($'000)
Net earnings (loss)(1) ($'000)
Basic and diluted earnings
(1)
(loss) per share ($)
(1)

Sept 30,

Jun 30,

Mar 31,

Dec 31,

Sep 30,

Jun 30,

Mar 31,

Dec 31,

2007

2007

2007

2006

2006

2006

2006

2005

121
656

112
783

0.04

0.05

25
(34)
0.00

49
(767)

50
33

(0.06)

0.00

63
(19)
0.00

13
(30)
0.00

25
(377)
(0.05)

Earnings (loss) before extraordinary items and net earnings (loss) are the same.

The Company recorded positive earnings during the third quarter of 2007 due to $0.9 million of
recognized exchange gains mostly attributable to the Company’s large Canadian dollar cash position
(September 30, 2007: CAD$ 13.5 million). The Company incurred a loss of $227,000 before exchange
gains primarily due to $56,000 of stock-based compensation, $136,000 of salaries and $53,000 of
travel expenses. Expenses will continue to increase during the remainder of 2007 as the Company
employ’s additional staff following the first quarter signing of the Dhahoor Valley and Nogal Valley
Production Sharing Agreements and the gearing up for planned exploration activities during 2008.
The $767,000 loss incurred during the fourth quarter of 2006 was mainly due to $671,531 of stock
based compensation charges during the quarter. Employment related expenses also increased with
the appointment of Richard Schmitt as President and CEO.
The cause of the Company’s increased loss during the fourth quarter of 2005 was increased costs
associated with project investigation related activities. The Company incurred these costs
investigating a large resource property located in Southeast Asia. These costs included consultant’s
services for technical studies on the project, data acquisition, travel, management and competitive
bidding costs in pursuit of the asset.

RESULTS OF OPERATIONS

Profit (loss) for the period
Less: exchange gain (loss)
Profit (loss) before foreign
exchange

Three months
ended
September 30, 2007

Three months
ended
September 30, 2006

Nine months
ended
September 30, 2007

655,779
882,937

32,426
295

1,405,623
2,360,157

(15,907)
(1,384)

(227,158)

32,131

(954,534)

(14,523)
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Nine months
ended
September 30, 2006

Before exchange gains and losses the Company incurred a $227,000 loss during the third quarter of
2007. Total expenses were $349,000 during the quarter, compared to $18,000 during the third
quarter of 2006. The increase in expenses relates primarily to increased salary, stock based
compensation and travel expenses. Expenses are expected to increase during the remainder of 2007
and 2008 as the Company begins actively exploring for oil in Somalia.
During the third quarter of 2007, expenses were offset by $121,000 interest earned on the increased
cash balance due to the private placement completed in April and $883,000 of foreign exchange gains
recorded on Canadian dollar bank deposits.
The Company is currently a non-revenue generating international oil and gas company with interests
in exploration stage oil properties. Accordingly, losses are expected to continue.

OIL AND GAS INTEREST

Land
acquisition
Somalia

September 30, 2007
Geological and
Geophysical

5,500,000

774,670

December 31, 2006
Total
6,274,670

Total
-

AOC incurred geological and geophysical expenses relating to purchasing and reinterpreting previously
acquired seismic data on the Dhahoor Valley and Nogal Valley blocks.

LIQUIDITY AND CAPITAL RESOURCES
As at September 30, 2007, the Company had cash of $18.4 million and working capital of $18.3
million as compared to cash of $2.9 million and working capital of $5.8 million at December 31, 2006.
The increase of $12.5 million in working capital during the year is primarily due to $17 million net
private placement proceeds being offset by the $5.0 million payment to Range as consideration for
the Company’s participating interest in the Dhahoor Valley and Nogal Valley Blocks and $500,000 paid
to the Somalia government for signature bonuses as required under the Production Sharing
Agreemennts.
On April 3, 2007 and April 5, 2007, AOC closed two tranches of a private placement consisting of an
aggregate 4.0 million common shares of the Company at a price of CAD$5.00 per share, for gross
proceeds of CAD$20.0 million. These funds will be used to explore the Dhahoor Valley and Nogal
Valley Blocks in the state of Puntland in northern Somalia under the terms of the PSAs and for general
corporate purposes.
The Company’s current working capital position may not provide it with sufficient capital resources to
meet its minimum work obligations for the initial three year exploration period under the PSAs,
participation agreement and for general corporate purposes. To finance its future acquisition,
exploration, development and operating costs, AOC may require financing from external sources,
including from the sale of equity and debt securities. There can be no assurance that such financing
will be available to the Company or, if available, that it will be offered on terms acceptable to AOC.
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FINANCIAL INSTRUMENTS
The carrying amount of financial instruments comprising cash and cash equivalents, term deposits,
accounts receivable, due to and from related parties and accounts payable and accrued liabilities
approximate their fair value due to the immediate or short-term nature of these financial instruments.

RELATED PARTY TRANSACTIONS
The Company has entered into transactions with a related party, which were measured at the
exchange amounts. The Company paid $105,061 (June 30, 2006 - $42,376) to Namdo Management
Services Ltd., a private corporation owned by Lukas H. Lundin, the former President and Director of
the Company, pursuant to a services agreement.

DISCUSSION OF PROPOSED TRANSACTIONS
The Company is currently evaluating new business opportunities but none that are considered to be
probable to close in the immediate future.

OUTSTANDING SHARE DATA
As at November 28, 2007, the Company had 17,256,412 common shares outstanding and 1,068,500
stock options outstanding under its stock based compensation plan

OFF-BALANCE SHEET ARRANGEMENTS
The Company does not have any off-balance sheet arrangements.

Disclosure Controls
Disclosure controls and procedures encompass both financial and non-financial information and any
communications the Company has with external parties. The Company has evaluated the design and
effectiveness of its disclosure control framework. Based on this evaluation, the Company has
concluded that the disclosure controls and procedures are effective.

Internal Control Over Financial Reporting
The Company evaluated the design of its internal controls and procedures over financial reporting for
the year ended December 31, 2006. Based on this evaluation, the Company has concluded that the
design of these internal controls and procedures over financial reporting was effective as of December
31, 2006. During the first nine months of 2007, there have been no changes in the Company’s
internal control over financial reporting that have materially affected, or are reasonably likely to have
materially affected, the Company’s internal control over financial reporting.

Changes in Functional Currency and Accounting Policies
As a result of its increased focus on international oil and gas operations, the Company adopted the US
dollar as its reporting currency during the year ended December 31, 2006. All opening assets and
liabilities were translated into US dollars using the exchange rate in effect on January 1, 2006. For
comparative purposes, historical financial statements and notes thereto up to and including December
31, 2006 have been restated into US dollars as if the Company had adopted the US dollar as its
reporting currency for those periods.
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The change in the reporting currency for the prior periods resulted in a currency translation
adjustment of $177,361 as at December 31, 2005, which is reflected in accumulated comprehensive
income, a separate component of shareholders’ equity.
Prior to January 1, 2007, the Company’s functional currency was Canadian dollars. Due to the
Company’s participating interest in the Dhahoor Valley and Nogal Valley PSAs, and the associated
increase in United States dollar denominated expenditures, the United States dollar was adopted as
the functional currency of the Company effective January 1, 2007.

New Accounting Pronouncements
The Company adopted the full cost method of accounting for its oil and gas interests during 2006. In
accordance with Accounting Guideline 16 (AcG 16) issued by the CICA, all costs relating to the
exploration for and development of oil and gas reserves are capitalized in country-by-country cost
centres and charged against income as set out below. Capitalized costs include expenditures for
geological and geophysical surveys, concession acquisition, drilling exploration and development
wells, gathering and production facilities and other development expenditures.
Capitalized costs along with estimated future capital costs to develop proved reserves are depleted on
a unit-of-production basis using estimated proved oil and gas reserves. Costs of acquiring and
evaluating unproved properties are excluded from costs subject to depletion until it is determined
whether proved reserves are attributable to the properties or impairment occurs. Unproved properties
are evaluated for impairment on at least an annual basis. If an unproved property is considered to be
impaired, the amount of the impairment is added to costs subject to depletion.
The Company engages independent reservoir engineers in order to determine its share of reserves.
Proceeds from the sale or farm-out of oil and gas interests are offset against the related capitalized
costs and any excess of net proceeds over capitalized costs is included in operations. Gains or losses
from the sale or farm-out of oil and gas interests in the producing stage are recognized only when the
effect of crediting the proceeds to capitalized costs would result in a change of 20 percent or more in
the depletion rate.
The net amount at which oil and gas interests are carried is subject to a cost recovery test (the
“ceiling test”). The ceiling test is a two-stage process which is performed at least annually. The first
stage is a recovery test whereby undiscounted estimated future cash flows from proved reserves at oil
and gas prices in effect at the balance sheet date (“forecast prices”) plus the cost of unproved
properties less any impairment is compared to the net book value of the oil and gas interests to
determine if the assets are impaired. An impairment loss exists if the net book value of the oil and gas
interests exceeds such undiscounted estimated cash flows. The second stage determines the amount
of the impairment loss to be recorded. The impairment is measured as the amount by which the net
book value of the oil and gas interests exceeds the future estimated discounted cash flows from
proved plus probable reserves at the forecast prices. Any impairment is recorded as additional
depletion cost.
The following summarizes recent accounting pronouncements and the potential impact on the
Company:

Financial Instrument - Recognition and Measurement, Hedging and Comprehensive Income

In January 2005, the Canadian Institute of Chartered Accountants (“CICA”) released the new
Handbook Section 3855, “Financial Instruments –Recognition and Measurement” and Section 1530,
“Comprehensive Income”, effective for the interim periods and year ends for fiscal years commencing
on or after January 1, 2007 on a prospective basis. The Company adopted these standards starting on
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January 1, 2007 on a prospective basis. As required by the new standards, prior periods have not
been restated, except to reclassify the foreign currency translation adjustment balance as described
under Comprehensive Income.
Section 3855 establishes standards for the recognition and measurement of all financial instruments,
provides a characteristics-based definition of a derivative financial instrument, provides criteria to be
used to determine when a financial instrument should be recognized, and provides criteria to be used
when a financial instrument is to be extinguished. Section 1530 establishes standards for reporting
comprehensive income. These standards require that an enterprise present comprehensive income
and its components in a separate financial statement that is displayed with the same prominence as
other financial statements.
The Company is not a counter-party to any derivative contracts nor does it believe that it has any
embedded derivatives. Should the Company enter into any such contracts in the future it will account
for them under these new standards.

Financial Instruments - Disclosure

In December 2006, the AcSB issued Section 3862 as a new accounting standard on disclosures about
financial instruments. Section 3862 must be implemented no later than the first reporting period in
the first fiscal year beginning on or after October 1, 2007.
Section 3862 places an increased emphasis on disclosures about the risks associated with both
recognized and unrecognized financial instruments and how those risks are managed.
The additional disclosures will be evaluated by the Company.

Accounting Changes

In July 2006 the CICA issued revised Section 1506, Accounting Changes.
The main features are as follows:
Voluntary changes in accounting policy are made only if they result in the financial statements
providing reliable and more relevant information.
• Changes in accounting policy are applied retrospectively unless doing so is impracticable.
• Prior period errors are corrected retrospectively.
• New disclosures are required in respect of changes in accounting policies, changes in
accounting estimates and correction of errors.
The revised Section applies to interim and annual financial statements relating to fiscal years
beginning on or after January 1, 2007. The requirements of this new section are being addressed as
circumstances dictate.

Capital Disclosures

In December 2006, the CICA issued a new accounting standard on disclosures about capital. Section
1535, Capital Disclosures, must be implemented no later than the first reporting period in the first
fiscal year beginning on or after October 1, 2007. Section 1535 requires an entity to disclose
information about its objectives, policies and processes for managing capital, as well as its compliance
with any externally imposed capital requirements. The Section requires entities to describe and
provide quantitative data about what they manage as capital. The Company is analyzing the
additional disclosure requirements and will address these issues at or on October 1, 2007.

International Financial Reporting Standards

Within the next five years, Canadian generally accepted accounting principles for publicly accountable
enterprises are expected to be replaced with International Financial Reporting Standards (IFRSs). The
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CICA anticipates a five-year transition period (ending around 2011). The Company will address the
impact of the adoption of IFRSs as and when the transition requirements become more clearly
defined. It is possible that the adoption of IFRS will have a material impact on the Company’s financial
statements.

RISK FACTORS
The Company is subject to various risks and uncertainties, including, but not limited to, those listed
below.

International Operations

AOC participates in oil and gas projects located in emerging markets, including Somalia. Oil and gas
exploration, development and production activities in these emerging markets, including Somalia, are
subject to significant political and economic uncertainties which may adversely affect the Company's
operations. Uncertainties include, but are not limited to, the risk of war, terrorism, expropriation,
nationalization, renegotiation or nullification of existing or future concessions and contracts, the
imposition of international sanctions, a change in crude oil or natural gas pricing policies, a change in
taxation policies, and the imposition of currency controls. These uncertainties, all of which are beyond
the Company’s control, could have a material adverse effect on AOC’s business, prospects and results
of operations. In addition, if legal disputes arise related to oil and gas concessions acquired by the
Company, AOC could be subject to the jurisdiction of courts other than those of Canada. The
Company’s recourse may be very limited in the event of a breach by a government or government
authority of an agreement governing a concession in which AOC acquires an interest. The Company
may require licenses or permits from various governmental authorities to carry out future exploration,
development and production activities. There can be no assurance that AOC will be able to obtain all
necessary licenses and permits when required.

Uncertainty of Title

Although the Company conducts title reviews prior to acquiring an interest in a concession, such
reviews do not guarantee or certify that an unforeseen defect in the chain of title will not arise that
may call into question AOC’s interest in the concession. Any uncertainty with respect to one or more
of AOC’s concession interests could have a material adverse effect on the Company’s business,
prospects and results of operations.
The Company has been made aware that other entities have made claims concerning areas covered
by the Company's concessions. The Company believes that there is no merit to any of these claims.
Accordingly, the Company proposes to proceed with its exploration and development program as
previously disclosed

Competition

The petroleum industry is intensely competitive in all aspects including the acquisition of oil and gas
interests, the marketing of oil and natural gas, and acquiring or gaining access to necessary drilling
and other equipment and supplies. AOC competes with numerous other companies in the search for
and acquisition of prospects.

Risks Inherent in Oil and Gas Exploration and Development

AOC’s business is subject to all of the risks and hazards inherent in businesses involved in the
exploration for, and the acquisition, development, production and marketing of, oil and natural gas,
many of which cannot be overcome even with a combination of experience and knowledge and careful
evaluation. The risks and hazards typically associated with oil and gas operations include fire,
explosion, blowouts, sour gas releases, pipeline ruptures and oil spills, each of which could result in
substantial damage to oil and natural gas wells, production facilities, other property, the environment
or personal injury.
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Capital Requirements

To finance its future acquisition, exploration, development and operating costs, AOC may require
financing from external sources, including from the sale of equity and debt securities. There can be no
assurance that such financing will be available to the Company or, if available, that it will be offered
on terms acceptable to AOC. If additional financing is raised through the issuance of equity or
convertible debt securities, control of the Company may change and the interests of shareholders in
the net assets of AOC may be diluted. If unable to secure financing on acceptable terms, AOC may
have to cancel or postpone certain of its planned exploration and development activities and may not
be able to take advantage of acquisition opportunities.

OUTLOOK
AOC continues to invest in exploration activities related to the Dhahoor Valley and Nogal Valley Blocks
in Puntland, Somalia. Reprocessing of seismic data from the Nogal Valley block has commenced and
acquisition of 2D data in the Dharoor Valley block will begin over the next few months. Soon after
completion of the seismic program, a drilling rig will be mobilized into the area to commence
exploration drilling. The timing of the Company’s exploration activities will be dependant upon
political and security considerations in Puntland, Somalia. We are very excited at the prospect of
applying lessons learned in Yemen to these world class basins and optimistic that our program will be
successful.

Forward Looking Statements
This MD&A may contain forward-looking statements and information. Forward-looking statements are
statements that are not historical fact and are generally identified by words such as believes,
anticipates, expects, estimates or similar words suggesting future outcomes. By their nature, forwardlooking statements and information involve assumptions, inherent risks and uncertainties, many of
which are difficult to predict, and are usually beyond the control of management, that could cause
actual results to be materially different from those expressed by these forward-looking statements
and information. Risks and uncertainties include, but are not limited to, risk with respect to general
economic conditions, regulations and taxes, civil unrest, corporate restructuring and related costs,
capital and operating expenses, pricing and availability of financing and currency exchange rate
fluctuations. Readers are cautioned that the assumptions used in the preparation of such information,
although considered reasonable at the time of preparation, may prove to be imprecise and, as such,
undue reliance should not be placed on forward-looking statements.
The Company does not undertake to update or re-issue the forward-looking statements and
information that may be contained herein, whether as a result of new information, future events or
otherwise.
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AFRICA OIL CORP.
(formerly Canmex Minerals Corporation)
Consolidated Balance Sheets
(Expressed in United States dollars)

(Unaudited)
September 30,
2007

December 31,
2006

ASSETS
Current assets
Cash
Term deposit
Accounts receivable
Prepaid expenses

$

Oil and Gas interest (Note 5)
Property, plant and equipment

18,351,535
26,696
880
18,379,111

$

6,274,670
3,545

2,949,333
2,831,889
38,483
3,523
5,823,228
-

$

24,657,326

$

5,823,228

$

69,342
69,342

$

36,886
36,886

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued liabilities

Shareholders' equity
Share capital (Note 6)
Contributed surplus
Deficit
Accumulated comprehensive income (Note 4)

28,431,179
1,128,675
(4,788,604)
(183,266)
24,587,984
$

24,657,326

11,492,546
671,289
(6,194,227)
(183,266)
5,786,342
$

5,823,228

Nature of Operations (Note 1)
See accompanying notes to consolidated financial statements.
Approved on behalf of the Board:

“Richard Schmitt”

Director

“Keith Hill”

1

Director

AFRICA OIL CORP.
(formerly Canmex Minerals Corporation)
Consolidated Statements of Operations and Comprehensive Income
(Expressed in United States dollars)

(Unaudited)
Three months

Three months

Nine months

Nine months

ended

ended

ended

ended

Sept 30, 2007

Sept 30, 2006

Sept 30, 2007

Sept 30, 2006

Expenses
Project investigation

-

327

-

64,855

135,665

-

320,614

-

Stock-based compensation (Note 6(b))

55,905

-

476,872

-

Travel

53,273

-

150,491

-

Management fees

45,957

16,024

105,061

42,376

Office and general

34,640

94

59,825

3,392

Professional fees

18,013

64

38,079

12,643

5,147

1,527

62,349

17,727

348,600

18,036

1,213,291

140,993

Interest and other (income)

(121,442)

(50,167)

(258,757)

Foreign exchange (gain) loss

(882,937)

(295)

(2,360,157)

1,384

1,405,623

(15,907)

Salaries and benefits

Stock exchange and filing fees

Other (income) expenses

Profit (loss) for the period

655,779

Deficit, beginning of period
Deficit, end of period

32,426

(5,444,383)
$

(4,788,604)

$

(5,459,645)

(6,194,227)

(5,427,219) $

(4,788,604)

(126,470)

(5,411,312)
$

(5,427,219)

Other comprehensive income
Foreign currency translation adjustment

-

Comprehensive income for the period

(13,618)

655,779

18,808

-

248,086

1,405,623

232,179

Basic profit (loss) per share

$

0.04

$

0.00

$

0.09

$

(0.00)

Diluted profit (loss) per share

$

0.04

$

0.00

$

0.09

$

(0.00)

Weighted average number of shares outstanding
Basic

17,236,439

12,857,429

15,871,306

12,857,429

Diluted

17,593,208

12,857,429

16,147,121

12,857,429

See accompanying notes to consolidated financial statements.
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AFRICA OIL CORP.
(formerly Canmex Minerals Corporation)
Consolidated Statement of Shareholders’ Equity and Deficit
(Expressed in United States dollars)
(Unaudited)

Share capital, opening

September 30,

December 31,

2007

2006

$

11,492,546

Exercise of Warrants (Note 6(a))
Private placement, net (Note 6(a))

16,872,350

-

66,283

-

28,431,179

11,492,546

Contributed surplus, opening

671,289

Stock based compensation (Note 6(b))

476,872

Exercise of options

(242)
671,531

(19,486)

Contributed surplus, closing

-

1,128,675

Comprehensive income, opening

671,289

(183,266)

Foreign currency translation adjustment (Note 2)

(177,361)

-

Accumulated comprehensive income closing
Deficit, opening
Profit (loss) for the period

(5,905)

(183,266)

(183,266)

(6,194,227)

(5,411,312)

1,405,623

Deficit, closing

(782,915)

(4,788,604)
$

8,066,951
3,425,595

Exercise of options

Shareholders' equity

$

-

24,587,984

See accompanying notes to consolidated financial statements.
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(6,194,227)
$

5,786,342

AFRICA OIL CORP.
(formerly Canmex Minerals Corporation)
Consolidated Statements of Cash Flows
(Expressed in United States dollars)
(Unaudited)
Three months
ended
Sept 30, 2007
Cash flows used in operating activities
Profit (loss) for the period

$

Changes in non-cash operating working capital items
Stock-based compensation
Accounts receivable and prepaid expenses
Accounts payable and accrued liabilities

Net cash from (used in) operating activities
Cash flows from investing activities
Investment in oil and gas interests
Property, plant and equipment
Term deposit
Net cash used in investing activities

$

64,716
(5,654)
59,062

241,496

46,797
46,797

Effect of exchange rate changes on cash and
cash equivalents denominated in foreign currency
Increase in cash

18,351,535

Nine months
ended
Sept 30, 2006

$

$

(15,907)

21,692
(356,257)
(334,565)

91,488

1,929,381

(350,472)

(88,284)
(88,284)

(6,274,670)
(3,545)
2,831,889
(3,446,326)

(88,284)
(88,284)

3,174,835

$

1,405,623

476,872
14,430
32,456
523,758

(5,123)
(1,919)

19,268,947

$

Nine months
ended
Sept 30, 2007

-

(917,412)

Cash, beginning of period

32,426

55,905
(2,564)
(467,624)
(414,283)

(1,203,206)
(2,499)
(1,205,705)

Cash flows from financing activities
Common shares issued, net of issuance costs
Share subscriptions received
Net cash provided by financing activities

Cash, end of period

655,779

Three months
ended
Sept 30, 2006

3,172,916

$

16,919,147
16,919,147

3,425,595
3,425,595

15,402,202

134,788
3,121,627

2,949,333

51,289

18,351,535

$

3,172,916

Supplementary information
Interest paid
Taxes paid

Nil
Nil

See accompanying notes to consolidated financial statements.
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AFRICA OIL CORP.
(formerly Canmex Minerals Corporation)
Notes to Consolidated Financial Statements
(Expressed in United States dollars unless otherwise indicated)
(Unaudited)
Three and Nine Months Ended September 30, 2007 and September 30, 2006

1.

Nature of operations:
The Company changed its name from Canmex Minerals Corporation to Africa Oil Corp. on August 20, 2007.
Africa Oil Corp. (collectively with its subsidiaries, AOC or the Company), was incorporated on March 29, 1993 under
the laws of British Columbia and is an international oil and gas exploration and development company based in
Canada with oil interests in Somalia.
These consolidated financial statements have been prepared on the basis that the Company will continue as a going
concern and thereby realize assets and discharge its liabilities in the normal course of business. The Company
incurred losses before exchange gains and losses of $954,534 and $14,523, respectively from continuing operations
during the months ended September 30, 2007 and 2006 and currently does not have any operating assets that
generate revenues.

Consequently, the Company’s ability to continue as a going concern is dependant on the

Company’s ability to obtain additional financing if, as and when required, and, ultimately, the attainment of profitable
operations.
These consolidated financial statements do not give effect to adjustments that would be necessary to the carrying
values and classifications of assets and liabilities should the Company be unable to continue as a going concern.
2.

Change in functional and reporting currency:
During the year ended December 31, 2006, the Company changed its reporting currency from Canadian dollars to
United States dollars as this reporting currency is more suitable for the Company’s investors and other users of the
financial statements as a result of the Company’s increased focus on international oil and gas operations. In making
this change in reporting currency, the Company has followed the recommendations of the Emerging Issues
Committee (EIC) of the Canadian Institute of Chartered Accountants (CICA), set out in EIC-130, Translation Method
when the Reporting Currency Differs from the Measurement Currency or there is a Change in the Reporting
Currency.
Financial statements for all comparative periods during 2006 have been translated into the new reporting currency
using the current rate method. Using this method, all consolidated assets and liabilities have been translated using
the exchange rate at the balance sheet dates, while shareholders’ equity has been translated using the historical
rates of exchange in effect on the dates of the corresponding transactions.

The consolidated statements of

operations and deficit and cash flows have been translated using the prevailing average exchange rates for the
periods. Any resulting exchange differences due to this translation are included in shareholders’ equity as cumulative
translation adjustments.
Prior to January 1, 2007, the Company’s functional currency was Canadian dollars. Due to the Company’s
participating interest in the Dhahoor Valley and Nogal Valley PSAs, and the associated increase in United States
dollar denominated expenditures, the United States dollar was adopted as the functional currency of the Company
effective January 1, 2007. At September 30, 2007 the Company’s cash balance includes $13.5 million (Canadian
dollars).
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AFRICA OIL CORP.
(formerly Canmex Minerals Corporation)
Notes to Consolidated Financial Statements
(Expressed in United States dollars unless otherwise indicated)
(Unaudited)
Three and Nine Months Ended September 30, 2007 and September 30, 2006

3.

Significant accounting policies:
These consolidated financial statements have been prepared in accordance with accounting principles generally
accepted in Canada, which include the following:
(a) Basis of consolidation:
The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries.
All intercompany transactions and balances have been eliminated.
(b) Term deposits:
Term deposits consist of highly liquid investments, having maturity dates of three to twelve months when
purchased and are recorded at the lower of cost and quoted market value.
(c) Foreign currency translation:
The Company’s functional and reporting currency is United States dollars.
Monetary assets and liabilities denominated in foreign currencies are translated into U.S. dollars at exchange
rates prevailing at the balance sheet date and non-monetary assets and liabilities are translated at rates in effect
on the date of the transaction. Revenues and expenses are translated at the average rate of exchange in effect
during the period other than depreciation which is translated at historical rates. Exchange gains or losses arising
from translation are included in operations.
(d) Oil and gas interests:
The Company follows the full cost method of accounting for its oil and gas interests.

In accordance with

Accounting Guideline 16 (AcG 16) issued by the CICA, all costs relating to the exploration for and development
of oil and gas reserves are capitalized in country-by-country cost centres and charged against income as set out
below. Capitalized costs include expenditures for geological and geophysical surveys, concession acquisition,
drilling exploration and development wells, gathering and production facilities and other development
expenditures.
Capitalized costs along with estimated future capital costs to develop proved reserves are depleted on a unit-ofproduction basis using estimated proved oil and gas reserves. Costs of acquiring and evaluating unproved
properties are excluded from costs subject to depletion until it is determined whether proved reserves are
attributable to the properties or impairment occurs. Unproved properties are evaluated for impairment on at least
an annual basis. If an unproved property is considered to be impaired, the amount of the impairment is added to
costs subject to depletion.
The Company engages independent reservoir engineers in order to determine its share of reserves and
resources.
Proceeds from the sale or farm-out of oil and gas interests are offset against the related capitalized costs and
any excess of net proceeds over capitalized costs is recorded in the statement of operations. Gains or losses
from the sale or farm-out of oil and gas interests in the producing stage are recognized only when the effect of
crediting the proceeds to capitalized costs would result in a change of 20 percent or more in the depletion rate.

6

AFRICA OIL CORP.
(formerly Canmex Minerals Corporation)
Notes to Consolidated Financial Statements
(Expressed in United States dollars unless otherwise indicated)
(Unaudited)
Three and Nine Months Ended September 30, 2007 and September 30, 2006

3.

Significant accounting policies (continued):
(d) Oil and gas interests (continued):
The net amount at which oil and gas interests are carried is subject to a cost recovery test (the ceiling test). The
ceiling test is a two-stage process which is performed at least annually. The first stage is a recovery test
whereby undiscounted estimated future cash flows from proved reserves at oil and gas prices in effect at the
balance sheet date (forecast prices) plus the cost of unproved properties less any impairment is compared to the
net book value of the oil and gas interests to determine if the assets are impaired. An impairment loss exists if
the net book value of the oil and gas interests exceeds such undiscounted estimated cash flows. The second
stage determines the amount of the impairment loss to be recorded. The impairment is measured as the amount
by which the net book value of the oil and gas interests exceeds the future estimated discounted cash flows from
proved plus probable reserves at the forecast prices. Any impairment is recorded as additional depletion cost.
(e) Stock-based compensation:
The Company has a stock option plan as described in note 6(b). The Company uses the fair value method,
utilizing the Black-Scholes option pricing model, for valuing stock options granted to directors, officers,
consultants and employees. The estimated fair value is recognized over the applicable vesting period, except for
stock options granted to consultants which are expensed immediately, as stock-based compensation expense
and an increase to contributed surplus. When the stock options are exercised, the proceeds received and the
applicable amounts recorded in contributed surplus are credited to share capital.
(f)

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

(g) Loss per share:
Loss per share is calculated using the weighted average number of common shares outstanding during the year.
For all periods presented, loss attributable to common shareholders are the same as reported net loss. For
calculating diluted loss per share, the treasury stock method is used for the purposes of determining the common
share equivalents with respect to outstanding stock options and warrants to be included in the weighted average
number of common shares outstanding, if dilutive. For the period ended September 30, 2006, dilutive loss per
share is the same as basic loss per share, as the effect of the outstanding share options would be anti-dilutive.
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AFRICA OIL CORP.
(formerly Canmex Minerals Corporation)
Notes to Consolidated Financial Statements
(Expressed in United States dollars unless otherwise indicated)
(Unaudited)
Three and Nine Months Ended September 30, 2007 and September 30, 2006

3.

Significant accounting policies (continued):
(h) Use of estimates:
The preparation of financial statements requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the period. Actual results could
differ from those estimates.
In the accounting for oil and gas interests, amounts recorded for depletion and amounts used for impairment test
calculations are based on estimates of oil and gas reserves and future cash flows, including development costs.
By their nature, the estimates of reserves and the related future cash flows are subject to measurement
uncertainty and the impact on the consolidated financial statements of future periods could be material.

4.

Changes in accounting policy:
On January 1, 2007, the Company adopted three new accounting standards that were issued by the Canadian
Institute of Chartered Accountants: Handbook Section 1530, Comprehensive Income, Handbook Section 3861,
Financial Instruments – Presentation and Disclosure and Handbook Section 3855, Financial Instruments –
Recognition and Measurement. These standards have been applied prospectively; accordingly, comparative
amounts for prior periods have not been restated.
(a) Comprehensive income
Section 1530 introduces comprehensive income, which consists of net income and other comprehensive income.
Other comprehensive income represents changes in shareholders’ equity during a period arising from
transactions and other events and circumstances from non-owner sources and includes unrealized gains and
losses on financial assets classified as available-for-sale. The components of comprehensive income are
disclosed in the interim consolidated statement of shareholders’ equity.
(b) Financial instruments – presentation and disclosure; recognition and measurement
Section 3861 establishes standards for the presentation and disclosure of financial instruments. Section 3855
establishes standards for recognizing and measuring financial assets, financial liabilities and non-financial
derivatives. It requires that financial assets and financial liabilities, including derivatives, be measured at fair
value on initial recognition and recorded on the balance sheet. Measurement in subsequent period depends on
whether the financial instrument has been classified as held-for-trading, available-for-sale, held-to-maturity, loans
and receivables or other financial liabilities.
Financial assets and liabilities held-for-trading are measured at fair value with changes in those fair values
recognized in net income. Financial assets and financial liabilities considered held-to-maturity, loans and
receivables, and other financial liabilities are measured at amortized cost using the effective interest method of
amortization. Available-for-sale financial assets are measured at fair value with unrealized gains and losses
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AFRICA OIL CORP.
(formerly Canmex Minerals Corporation)
Notes to Consolidated Financial Statements
(Expressed in United States dollars unless otherwise indicated)
(Unaudited)
Three and Nine Months Ended September 30, 2007 and September 30, 2006

recognized in other comprehensive income. Investments in equity instruments classified as available-for-sale
that do not have a quoted market price in an active market are measured at cost.
Derivative instruments, including embedded derivatives, are recorded on the balance sheet at fair value.
Changes in the fair values of derivative instruments are recognized in net income with the exception of
derivatives designated as effective cash flow hedges. The Company has no such designated hedges.

5.

Oil and Gas Interest:

Land
acquisition
Somalia

6.

September 30, 2007
Geological and
Geophysical

5,500,000

774,670

December 31, 2006
Total

Total

6,274,670

-

Share capital:
(a) The authorized and issued share capital is as follows:
Authorized:

100,000,000 common shares without par value
September 30, 2007
Shares
Amount
Balance, beginning of year
Exercise of warrants
Private placements, net
Exercise of options
Balance, end of period

13,229,912
4,000,000
14,300
17,244,212

$

$

11,492,546
16,872,350
66,283
28,431,179

December 31, 2006
Shares
Amount
9,249,912
3,980,000
13,229,912

$

$

8,066,951
3,425,595
0
11,492,546

(i) During the year ended December 31, 2006, 3,980,000 share purchase warrants were exercised at a price of
CAD$1.00 per share for total proceeds of $3,425,595 (CAD$3,980,000). There are no further warrants
outstanding.

(ii) During the second quarter ended June 30, 2007, the Company completed a private placement consisting of
4,000,000 common shares at CDN $5.00 per share for net proceeds of $17.0 million (CAD $19.5 million).
(b) Share purchase options:
The Company has a stock option plan (the Plan) in which 1,300,000 common shares have been made available
for the Company to grant incentive stock options to certain directors, officers, employees and consultants of the
Company. Option exercise prices, when granted, reflect current trading values of the Company’s shares and all
options are subject to a four-month “hold” period from the date of grant. The term of any option granted under
the Plan will be fixed by the Board of Directors and may not exceed five years from the date of grant vesting
periods are determined by the Board of Directors. No optionee shall be entitled to a grant of more than 5% of the
Company’s outstanding issued shares.
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AFRICA OIL CORP.
(formerly Canmex Minerals Corporation)
Notes to Consolidated Financial Statements
(Expressed in United States dollars unless otherwise indicated)
(Unaudited)
Three and Nine Months Ended September 30, 2007 and September 30, 2006

Share purchase options outstanding, all of which are exercisable, are as follows:

September 30, 2007
Weighted average
Number
exercise price
of shares
(CAD$)

December 31, 2006
Weighted average
Number
exercise price
of shares
(CAD$)

Outstanding, beginning of year
Granted
Expired
Exercised

500,000
345,000
(14,300)

3.43
3.66
3.43

500,000
-

3.43
-

Balance, end of period

830,700

3.52

500,000

3.43

An additional 295,000 stock options were granted during 2006 and were subject to shareholder approval. The
fair value of these options has been recognized in the statement of operations as shareholder approval has been
received at the Annual General Meeting held on June 21, 2007.
The fair value of each option granted during the period ended September 30, 2007 is estimated on the date of
grant using the Black-Scholes options pricing model with the following weighted average assumptions:

September 30, 2007
Fair value of options granted (CAD$/share)
Risk-free interest rate (%)
Expected life (years)
Expected volatility (%)
Expected dividend yield

1.52 - 2.086
4.29 - 4.834
3.00
62 - 63
-

The following table summarizes information regarding stock options outstanding at September 30, 2007.
Exercise price
Weighted average
(CAD$/share)
Number outstanding
remaining contractual life

3.43
5.00
3.52

780,700
50,000
830,700
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3.00
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AFRICA OIL CORP.
(formerly Canmex Minerals Corporation)
Notes to Consolidated Financial Statements
(Expressed in United States dollars unless otherwise indicated)
(Unaudited)
Three and Nine Months Ended September 30, 2007 and September 30, 2006

7.

Related party transactions:
The Company has entered into transactions with a related party, which were measured at the exchange
amounts. The Company paid $105,061 (September 30, 2006 - $42,376) to Namdo Management Services Ltd., a
private corporation owned by Lukas H. Lundin, the former President and Director of the Company, pursuant to a
services agreement.

8.

Presentation:
Certain figures for prior years have been reclassified in the financial statements to conform to the current year's
presentation.
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