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AMERICAN PETRO-HUNTER INC.
(A company at the development stage)

Interim Balance Sheets
(Unaudited - Expressed in US Dollars)

The accompanying notes are an integral part of these financial statements

SEPTEMBER 30
DECEMBER

310 31
2007 2006

ASSETS

Current
Cash $ 9,409 $ 20,783
Taxes recoverable 1,986 1,905

$ 11,395 $ 22,688

LIABILITIES

Current
Accounts payable and accrued liabilities $ 260,436 $ 218,931
Accounts payable to related parties (Note 4) 103,600 74,166
Note payable (Note 5) 27,811 25,600
Loan guarantee (Note 6) 102,377 88,530

494,224 407,227

STOCKHOLDERS’ DEFICIENCY

Common Stock
Authorized:
200,000,000 voting common shares, par value of $0.001 each
8,265,019 common shares at 31 December 2006 8,265 8,265
Subscriptions Received 40,000 -
Additional Paid-In Capital 3,036,128 3,036,128
Accumulated Other Comprehensive Loss (85,382) (40,229
Accumulated Deficit (3,481,840) (3,388,703)

(482,829) (384,539

$ 11,395 $ 22,688

1
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AMERICAN PETRO-HUNTER INC.
(A company at the development stage)

Interim Statement of Operations
(Unaudited - Expressed in US Dollars)

The accompanying notes are an integral part of these financial statements

FOR THE THREE MONTH
PERIOD ENDED
SEPTEMBER 30

FOR THE NINE
MONTH
PERIOD

ENDED SEPTEMBER
30

PERIOD FROM
INCEPTION
JANUARY 24
1996 TO

SEPTEMBER 30
2007 2006 2007 2006 2007

Revenue $ - $ - - - $ -

Expenses
Administration 21,740 15,180 78,138 37,394 1,620,451
Executive compensation 4,500 - 15,000 6,421 399,488
Finders’ fees - - - - 48,000
Rent - - - 874 61,698
Research and development - - - - 566,875

26,240 15,180 93,138 44,689 2,696,512

Loss For The Period Before
Under-Noted Items (26,240) (15,180) (93,138) (44,689) (2,696,512)

Write Off Loans And Advances - - - - (327,451)
Write Down Of Investments - - - - (7,500)
Loss From Discontinued
Operations - - - - (365,519)
Loss From Loan Guarantee (Note
6) - - - - (84,858)

Net Loss For The Period (26,240) (15,180) (93,138) (44,689) (3,481,840)

Other Comprehensive Loss, net of
tax
Foreign currency translation
adjustment (21,935) 442 (45,153) (8,822) (85,382)

Comprehensive Loss For The
Period $ (48,175) (14,738) (138,291) (53,511) (3,567,222)

Basic And Diluted Loss Per Share $ (0.006) (0.002) (0.017) (0.006)

Basic And Diluted Weighted
Average Number Of Common
Shares Outstanding 8,265,000 8,265,000 8,265,000 8,265,000
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AMERICAN PETRO-HUNTER INC.
(A company at the development stage)

Interim Statement of Cash Flows
(Unaudited - Expressed in US Dollars)

 The accompanying notes are an integral part of these financial statements

FOR THE NINE MONTH
PERIOD ENDED SEPTEMBER 30

PERIOD FROM
INCEPTION
JANUARY 24
1996 TO

SEPTEMBER 30
2007 2006 2007

Cash Flows From (Used In) Operating Activities
Net loss for the period before discontinued operations $ (93,138) (44,689) (3,116,322)
Items not involving cash:
Shares issued for services rendered - - 992,558
Loss from loan guarantee 13,847 - 102,377
Write down of investment in AEI Trucolor - - 7,500
Compensation stock purchase warrants issued - - 80,000
Stock purchase warrants issued for finders’ fees - - 48,000
Changes in non-cash working capital items: - - -
Taxes recoverable (81) - (1,986)
Accounts receivable - (1,076) -
Accounts payable and accrued liabilities 41,505 41,694 1,873,704
Accounts payable to related parties (Note 4) 29,435 (7,165) -
Prepaid expenses - (120) -

(8,432) (11,359) (14,169)

Cash Flows From (Used In) Financing Activities
Issuance of common shares 40,000 - 542,400
Share issue costs - - (95,732)
Loans from related parties - - -
Proceeds from note payable 2,211 - 27,811

42,211 474,479

Cash Flows From Discontinued Operations - - (365,519)

Effect Of Exchange Rate Changes On Cash (45,153) (8,822) (85,382)

Increase (Decrease) In Cash (11,374) (20,181) 9,409

Cash, Beginning Of Period 20,783 49,551 -

Cash, End Of Period $ 9,409 29,370 9,409

Supplemental Disclosure Of Non-Cash Activities
Shares issued in settlement of debt $ - - 1,509,667
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Shares issued for services rendered $ - - 992,558
Shares issued for investment $ - - 7,500

3
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AMERICAN PETRO-HUNTER INC.
(A Development Stage Company)

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2007
(Stated in U.S. Dollars)

(Unaudited)

1. NATURE OF OPERATIONS AND CONTINUANCE OF OPERATIONS

American Petro-Hunter Inc. (“the Company”) was incorporated in the State of Nevada on January 24, 1996 as Wolf
Exploration Inc. Active operations commenced on July 10, 1996. On March 17, 1997, Wolf Exploration Inc. changed
its name to Wolf Industries Inc.; on November 21, 2000, changed its name to Travelport Systems Inc., and on August
17, 2001, changed its name to American Petro-Hunter Inc. The Company’s business offices are located in Surrey,
British Columbia, Canada.

The unaudited financial information furnished herein reflects all adjustments, which in the opinion of management are
necessary to fairly state the Company’s financial position and the results of its operations for the periods presented.
This report on Form 10-QSB should be read in conjunction with the Company’s financial statements and notes thereto
included in the Company’s Form 10-KSB for the fiscal year ended December 31, 2006. The Company assumes that the
users of the interim financial information herein have read or have access to the audited financial statements for the
preceding fiscal year and that the adequacy of additional disclosure needed for a fair presentation may be determined
in that context. Accordingly, footnote disclosure, which would substantially duplicate the disclosure contained in the
Company’s Form 10-KSB for the fiscal year ended December 31, 2006, has been omitted. The results of operations for
the nine month period ended September 30, 2007 are not necessarily indicative of results for the entire year ending
December 31, 2007.

These financial statements have been prepared in accordance with the United States generally accepted accounting
principles applicable to a going concern, which contemplates the realization of assets and the satisfaction of liabilities
and commitments in the normal course of business. The Company has accumulated losses of $3,567,222 and requires
additional funds to maintain its operations. Management’s plan in this regard is to raise equity financing as required.
The financial statements do not include any adjustments relating to the recoverability and classification of recorded
assets, or the amounts of and classification of liabilities that might be necessary in the event the Company cannot
continue in existence.

The Company is investigating the acquisition of natural resource projects with the intent of developing such projects.
During the 2007 fiscal year, the Company investigated a number of potential acquisitions but did not proceed with an
acquisition as all were deemed unsuitable for acquisition of the Company.

2. SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of significant accounting policies used in the preparation of these financial statements.

a) Principles in Accounting

These financial statements are stated in United States dollars (“U.S. dollars”). Dollars and have been prepared in
accordance with accounting principles generally accepted in the United States of America.
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b) Foreign Currency Translation

The Company’s functional currency is the Canadian dollar and its reporting currency is the U.S. dollar. Assets and
liabilities denominated in foreign currencies are translated to U.S. dollars in accordance with Statement of Financial
Accounting Standards (“SFAS”) No. 52 “Foreign Currency Translation” using the exchange rate in effect at the
balance sheet date. Revenues and expenses are translated at rates approximating exchange rates in effect at the time of
the transactions. Certain translation adjustments are reported as a separate component of stockholders’ equity, whereas
gains or losses resulting from foreign currency transactions are included in the results of operations.

4
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AMERICAN PETRO-HUNTER INC.
(A Development Stage Company)

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2007
(Stated in U.S. Dollars)

(Unaudited)

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

c) Income Taxes

The Company adopted the SFAS No. 109, “Accounting for Income Taxes”. Pursuant to SFAS No. 109, deferred
income tax assets and liabilities are computed for differences between the financial statement carrying amounts and
the respective tax bases. Deferred tax assets and liabilities are measured using enacted or substantially enacted tax
rates expected to apply to the taxable income in the periods in which those differences are expected to affect taxable
income. Valuation allowances are established when necessary to reduce deferred income tax assets to the amount
expected to be realized.

Potential benefits of net operating losses have not been recognized in the financial statements because the Company
cannot be assured it is more likely than not it will utilize the net operating losses carried forward in future years.

d) Use of Estimates

The preparation of financial statements, in conformity with accounting principles generally accepted in the United
States, requires management to make estimates and assumptions that affect the reported amount 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 reporting period. Actual results could differ from those estimates.

e) Stock-Based Compensation

The Company accounts for employee stock-based compensation using the intrinsic value method prescribed in
Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees.” Compensation cost for
stock options, if any, is measured as the excess of the quoted market price of the Company’s stock at the date of grant
over the amount an employee must pay to acquire the stock. SFAS No. 123, “Accounting for Stock-Based
Compensation,” established accounting and disclosure requirements using a fair-value-based method of accounting for
stock-based employee compensation plans. The Company has elected to remain on its current method of accounting as
described above, and has adopted the disclosure requirements of SFAS No. 123.

The Company did not grant any stock options during the fiscal years 2006 and 2005.

f) Impairment and Disposal of Long-Lived Assets

The carrying value of intangible assets and other long-lived assets are reviewed on a regular basis for the existence of
facts or circumstances that might suggest impairment, in accordance with SFAS No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets”. For assets that are to be held and used, an impairment loss is
recognized when the estimated undiscounted future cash flows associated with the asset or group of assets is less than
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their carrying value. If impairment exists, an adjustment is made to write the asset down to its fair value and a loss is
recorded as the difference between the carrying value and fair value.

g) Comprehensive Income (Loss)

The Company has adopted SFAS No. 130, “Reporting Comprehensive Income”, which established standards for the
reporting and display of comprehensive income, its components and accumulated balances in financial statements.

5
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AMERICAN PETRO-HUNTER INC.
(A Development Stage Company)

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2007
(Stated in U.S. Dollars)

(Unaudited)

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

h) Accounting for Derivative Instruments and Hedging Activities

The Company has adopted SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities”, which
requires companies to recognize all derivatives contracts as either assets or liabilities in the balance sheet and to
measure them at fair value. If certain conditions are met, a derivative may be specifically designated as a hedge, the
objective of which is to match the timing of gain or loss recognition on the hedging derivative with the recognition of
(i) the changes in the fair value of the hedged asset or liability that are attributable to the hedged risk or (ii) the
earnings effect of the hedged forecasted transaction. For a derivative not designated as a hedging instrument, the gain
or loss is recognized in income in the period of change.

The Company has not entered into derivative contracts either to hedge existing risks or for speculative purposes. The
adoption of this pronouncement does not have an impact on the Company’s financial statements.

i) Loss Per Share

The Company computes net income (loss) per share in accordance with SFAS No. 128, “Earnings per share” which
requires presentation of both basic and diluted earnings per share (“EPS”) on the ace of the income statement. Basic EPS
is computed by dividing net income (loss) available to common shareholders by the weighted average number of
common shares outstanding during the year. Diluted EPS gives effect to all dilutive potential common shares
outstanding during the period using the treasury stock method. In computing diluted EPS, the average stock price for
the period is used in determining the number of shares assumed to be purchased from the exercise of stock options or
warrants. Diluted ESP excludes all dilutive potential shares if their effect is anti-dilutive. Because the Company does
not have any potentially dilutive securities only basic loss per share is presented in the accompanying financial
statements.

j) Financial Instruments

The Company’s financial instruments consist of cash, taxes recoverable, accounts payable and accrued liabilities,
accounts payable to related parties, note payable, and loan guarantee. Unless otherwise noted, it is management’s
opinion that the Company is not exposed to significant interest, or credit risks arising form these financial instruments.
The fair values of these financial instruments approximate their carrying values.

The Company operates outside of the United States of America and is exposed to foreign currency risk due to the
fluctuation between the currency in which the Company operates in and the U.S. dollars.
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k) Asset Retirement Obligations

The Company has adopted SFAS No. 143, “Accounting for Asset Retirement Obligations”, which addresses financial
accounting and reporting for obligations associated with the retirement of tangible long-lived assets and the associated
retirement costs. The standard applies to legal obligations associated with the retirement of long-lived assets that result
from the acquisition, construction, development and normal use of the asset.

SFAS No. 143 requires that the fair value of a liability for an asset retirement obligation be recognized in the period in
which it is incurred if a reasonable estimate of fair value can be made. The fair value of the liability is added to the
carrying amount of the associated asset and this additional carrying amount is depreciated over the life of the asset.
The liability is accreted at the end of each period through charges to operating expense. If the obligation is settled for
other than the carrying amount of the liability, the Company will recognize a gain or loss on settlement.

6
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AMERICAN PETRO-HUNTER INC.
(A Development Stage Company)

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2007
(Stated in U.S. Dollars)

(Unaudited)

3. RECENT ACCOUNTING PRONOUNCEMENTS

a)In February 2007, the FASB issued SFAS No. 159, “Establishing the Fair Value Option for Financial Assets and
Liabilities” (“SFAS No. 159”). SFAS No. 159 was to permit all entities to choose to elect, at specified election dates,
to measure eligible financial instruments at fair value. An entity shall report unrealized gains and losses on items
for which the fair value option has been elected in earnings at each subsequent reporting date, and recognize
upfront costs and fees related to those items in earnings as incurred and not deferred. SFAS No. 159 applies to
fiscal years beginning after November 15, 2007, with early adoption permitted for an equity that has also elected to
apply the provisions of SFAS No. 157, “Fair Value Measurements”. An entity is prohibited from retrospectively
applying SFAS No. 159, unless it chooses early adoption. SFAS No. 159 also applies to eligible items existing at
November 15, 2007 (or early adoption date). The Company is evaluating the impact of the adoption of SFAS No.
159 could have on the Company’s financial statements.

b)  In September 2006, FASB issued SFAS No. 157, “Fair Value Measures” (“SFAS 157”). This Statement defines fair
value, establishes a framework for measuring fair value in generally accepted accounting principles (“GAAP”),
expands disclosures about fair value measurements, and applies under other accounting pronouncements that
require or permit fair value measurements. SFAS 157 does not require any new fair value measurements.
However, FASB anticipates that for some entities, the application of SFAS 157 will change current practice. SFAS
157 is effective for financial statements issued for fiscal years beginning after November 15, 2007, which for the
Company would be the fiscal year beginning February 1, 2008. The Company is currently evaluating the impact of
adopting SFAS 157 but does not expect that it will have a significant effect on its financial position or results of
operations.

c)  In September 2006, the SEC issued Staff Accounting Bulletin (“SAB”) No. 108, “Considering the Effects of Prior
Year Misstatements when Quantifying Misstatements in Current Year Financial Statements” (“SAB 128”). SAB 108
addresses how the effects of prior year uncorrected misstatements should be considered when quantifying
misstatements in current year financial statements. SAB 108 requires companies to quantify misstatements using a
balance sheet and income statement approach and to evaluate whether either approach results in quantifying an
error that is material in light of relevant quantitative and qualitative factors. SAB 108 is effective for interim
periods ending after November 15, 2006. The Company is currently evaluating the impact of adopting SAB 108
but does not expect that it will have a significant effect on its financial position or results of operations.

d)In June 2006, FASB issued Interpretation No. 48, “Accounting for Uncertainty in Income Taxes-an Interpretation of
FASB Statement No. 109” (“SFAS 48”). This Interpretation clarifies the accounting for uncertainty in income taxes
recognized in an enterprise’s financial statements in accordance with FASB No. 109, “Accounting for Income Taxes.”
This Interpretation prescribes a recognition threshold and measurement attribute for the financial statement
recognition and measurement of a tax position taken or expected to be taken in a tax return. This Interpretation also
provides guidance on derecognition, classification, interest and penalties, accounting in interim periods, disclosure and
transition. This Interpretation is effective for fiscal years beginning after December 15, 2006. The Company has
determined that the adoption of SFAS 48 does not have any material impact on the Company’s results of operations or
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financial position.

e)In February 2006, FASB issued SFAS No. 155, “Accounting for Certain Hybrid Financial Instruments-an
amendment of FASB Statements No. 133 and 140” (“SFAS 155”), to simplify and make more consistent the
accounting for certain financial instruments. SFAS 155 amends SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities”, to permit fair value remeasurement for any hybrid financial instrument with an
embedded derivative that otherwise would require bifurcation, provided that the whole instrument is accounted for
on a fair value basis. SFAS 155 amends SFAS 140, “Accounting for the Impairment or Disposal of Long-Lived
Assets”, to allow a qualifying special-purpose entity to hold a derivative financial instrument that pertains to a
beneficial interest other than another derivative financial instrument. SFAS 155 applies to all financial instruments
acquired or issued after the beginning of an entity's first fiscal year that begins after September 15, 2006, with
earlier application allowed. The adoption of this statement is not expected to have a significant effect on the
Company’s future reported financial position or results of operations.

7
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AMERICAN PETRO-HUNTER INC.
(A Development Stage Company)

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2007
(Stated in U.S. Dollars)

(Unaudited)

3. RECENT ACCOUNTING PRONOUNCEMENTS (Continued)

f)  In November 2005, FASB issued Staff Position No. (“FSP”) Financial Accounting Standard (“FAS”)115-1, “The
Meeting of Other-Than-Temporary Impairment and Its Application to Certain Investments” (“FAS FASP 115-1”).
FAS FSP 115-1 provides accounting guidance for identifying and recognizing other-than-temporary impairments
of debt and equity securities, as well as cost method investments in addition to disclosure requirements. FAS FSP
115-1 is effective for reporting periods beginning after December 15, 2005, and earlier application is permitted.
The Company has determined that the adoption of FAS FSP 115-1 does not have any material impact on the
Company’s results of operations or financial position.

4. DUE TO RELATED PARTIES

a) During the nine month period ended September 30, 2007, the Company paid or accrued management fees
of $15,000 (2006 - $6,421) to a director.

b) During the nine month period ended September 30, 2007, the Company paid accounting fees, rental, and
office expenses of $Nil (2006 - $6,837) to a company owned by a former director and officer.

c) During the nine month period ended September 30, 2007, the Company paid a total of $12,406 (2006 -
$3,000) in consulting fees to two companies controlled by a director and to a director.

d) Accounts payable to related parties are payable to a director, a company owned by a director, and a
company owned by a former director and officer.

All amounts owing to related parties are interest-free, unsecured and repayable on demand.

e) During the nine month period ended September 30, 2007, the Company carried out a number of
transactions with related parties in the normal course of business. These transactions were recorded at their
exchange amount, which is the amount of consideration established and agreed to by the related parties.

5. NOTE PAYABLE

On October 18, 2006, the Company entered into a promissory note agreement with VCF Capital Corp. (“VCF”). Under
the terms of the agreement, VCF loaned the Company $25,000, repayable on May 18, 2007 and which accrued
interest at 12% per annum, calculated monthly.

As at September 30, 2007, the note remained unpaid and accrued interest totaled $2,811.

6. LOAN GUARANTEE
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In the year ended December 31, 2004, the Company received a demand for payment from Canadian Western Bank
(“CWB”) pursuant to a guarantee provided by the Company in favour of 714674 Alberta Ltd. (operating as Calgary
Chemical) of CDN$102,000.

The Company divested itself of Calgary Chemical in 1998 under an agreement with the former president of the
Company. The agreements covering the transaction included an indemnity guarantee from the purchaser of Calgary
Chemical, whereby the purchaser would indemnify and save harmless the Company from any and all liability, loss,
damage or expenses.

The Company intends to defend itself against the claim from CWB.

8
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AMERICAN PETRO-HUNTER INC.
(A Development Stage Company)

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2007
(Stated in U.S. Dollars)

(Unaudited)

7. COMMON STOCK

Authorized

The total authorized stock is 200,000,000 of common shares with par value of $0.001.

Issued and outstanding

The total issued and outstanding capital stock consists of 8,265,019 of common shares with par value of $0.001.

During the nine month period ended September 30, 2007, the Company issued no common stock.

8. SUBSEQUENT EVENTS

Subsequent to September 30, 2007, the Company received subscriptions for 400,000 Units at a price of $0.05 per
Unit. Each Unit is comprised of 1 common share and 1 share purchase warrant exercisable at a price $0.15 per share
for a period of two years.
.

9
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion should be read in conjunction with our financial statements and notes thereto included
elsewhere in this quarterly report. Forward-looking statements are statements not based on historical information and
which relate to future operations, strategies, financial results or other developments. Forward-looking statements are
based upon estimates, forecasts, and assumptions that are inherently subject to significant business, economic and
competitive uncertainties and contingencies, many of which are beyond our control and many of which, with respect
to future business decisions, are subject to change. These uncertainties and contingencies can affect actual results and
could cause actual results to differ materially from those expressed in any forward-looking statements made by us, or
on our behalf. We disclaim any obligation to update forward-looking statements.

Financial Condition as of September 30, 2007.

We reported total current assets of 11,395 at September 30, 2007 consisting of cash of $9,409 and other taxes
recoverable totaling $1,986. Total current liabilities reported of $494,224 consisted of accounts payables of $260,436,
amounts due to related parties of $103,600, a note payable of $27,811, and a loan guarantee of $102,377. The
Company had a working capital deficit of $481,829 at September 30, 2007.

Stockholders' Deficiency increased from $384,539 at December 31, 2006 to $482,829 at September 30, 2007. This
increase is due to net losses of approximately $93,138 and other comprehensive losses of approximately $45,153 and
share subscriptions proceeds received of $40,000.

We are currently a development stage company focused on the oil and gas industry, and evaluating opportunities for
expansion within that industry through acquisition or other strategic relationships.  

Plan of Operation

Background

We were formed on January 24, 1996 pursuant to the laws of the State of Nevada under the name Wolf Exploration,
Inc. with a business plan to acquire properties for precious metal exploration in the western United States. However,
after considering several properties, we determined the properties identified were not suitable to fully implement an
exploration and development project in the United States. In August 1996, we changed our management team and
developed a new business plan to sell chemical products to the oil and gas industry. In 1998, we sold that business and
developed a new business plan for the manufacturing and marketing of a dental color analyzer. Our plans to
manufacture and sell the analyzer were delayed pending completion of research and development and by an action
brought against us by AEI Trucolor. After settling that action, in August 2001, we changed our name to “American
Petro-Hunter Inc.” and our focus to the exploration and eventual exploitation of oil and gas.

10
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The accompanying financial statements have been prepared assuming that we will continue as a going concern.
Having no sources of income, substantial doubt is raised about our ability to continue as a going concern.

Our plan of operations for the remainder of the fiscal year is to seek out a privately held business with whom we can
reorganize so as to take advantage of our status as a publicly held corporation.  As of the date of this report, our
management has evaluated several potential reorganizations but deemed them unsuitable.  However as of the date of
this report, there has been no decision to proceed on any reorganization nor has any agreement been reached on even
principal terms of such reorganization. We also intend to investigate the acquisition and development of natural
resource projects without necessarily reorganizing with another party.

Cash and Cash Equivalents

As of September 30, 2007, we had cash of $9,409 and did not have any cash equivalents. We anticipate that a
substantial portion shall be used as working capital and to execute our reorganization strategy and business plan. As
such, we further anticipate that we will have to raise additional capital through debt or equity financings to fund our
operations during the next 6 to 12 months.

Results of Operations

For the Three Months Ended September 30, 2007

For the three-month period ended September 30, 2007, the Company incurred a net loss of $26,240.

Administration expenses for the three-month period amounted to $21,740 compared to $17,494 in the same period of
2006. Executive compensation for the three-month period is $4,500 compared to $6,540 in the same period of 2006.

Period from inception, January 24, 1996 to September 30, 2007

We have incurred losses in each period since inception and have an accumulated deficit of $3,481,840 at September
30, 2007 and have accumulated other comprehensive loss of $85,382 for the same period. We expect to continue to
incur losses as a result of expenditures for general and administrative activities while we remain in the development
stage.
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Liquidity and Capital Resources

The Company is experiencing illiquidity and has been dependent upon shareholders and directors to provide funds to
maintain its activities. At September 30, 2007, the balance of amounts owing to related parties amounted to $`03,600.
There are no specific terms of repayment, the amounts are unsecured and interest free..

The Company had a working capital deficiency of $428,829 at September 30, 2007.

As a development stage company, we currently have limited operations, principally directed at oil and gas exploration.

Our management believes that we will be able to generate sufficient revenue or raise sufficient amounts of working
capital through debt or equity offerings, as may be required to meet our short-term and long-term obligations. In order
to execute on our business strategy, we will require additional working capital, commensurate with the operational
needs of the target companies we may pursue. Such working capital will most likely be obtained through equity
financings until such time as acquired operations are integrated and producing revenue in excess of operating
expenses. There are no assurances that we will be able to raise the required working capital on terms favorable, or that
such working capital will be available on any terms when needed.

Off-Balance Sheet Transactions

There are no off balance sheet items.

Factors That May Affect Our Business, Future Operating Results and Financial Condition

The risks described below are the ones we believe are the most important for you to consider, these risks are not the
only ones that we face. If events anticipated by any of the following risks actually occur, our business, operating
results or financial condition could suffer and the trading price of our common stock could decline.

Risks Relating to Our Business :

We have a history of losses which may continue, which may negatively impact our ability to achieve our
business objectives.

We incurred net losses of $3,481,840 for the period from January 24, 1996 (inception) to September 30, 2007, and
$93,138 for the year ended September 30, 2007. We cannot be assured that we can achieve or sustain profitability on a
quarterly or annual basis in the future. Our operations are subject to the risks and competition inherent in the
establishment of a business enterprise. There can be no assurance that future operations will be profitable. We may not
achieve our business objectives and the failure to achieve such goals would have an adverse impact on us.
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If we are unable to obtain additional funding our business operations will be harmed and if we do obtain
additional financing our then existing shareholders may suffer substantial dilution .

We will require additional funds to initiate our oil and gas exploration activities, and to take advantage of any
available business opportunities. Historically, we have financed our expenditures primarily with proceeds from the
sale of debt and equity securities, and bridge loans from our officers and stockholders. In order to meet our obligations
or acquire an operating business, we will have to raise additional funds. Obtaining additional financing will be subject
to market conditions, industry trends, investor sentiment and investor acceptance of our business plan and
management. These factors may make the timing, amount, terms and conditions of additional financing unattractive or
unavailable to us. If we are not successful in achieving financing in the amount necessary to further our operations,
implementation of our business plan may fail or be delayed.

Our independent auditors have expressed substantial doubt about our ability to continue as a going concern,
which may hinder our ability to obtain future financing.

In their report dated March 21, 2007, our independent auditors stated that our financial statements for the fiscal year
ended December 31, 2006 were prepared assuming that we would continue as a going concern. Our ability to continue
as a going concern is an issue raised as a result of recurring losses from operations. We continue to experience net
operating losses. Our ability to continue as a going concern is subject to our ability to obtain necessary funding from
outside sources, including obtaining additional funding from the sale of our securities. Our continued net operating
losses increase the difficulty in meeting such goals and there can be no assurances that such methods will prove
successful.

We have a limited operating history and if we are not successful in growing our business, then we may have to
scale back or even cease our ongoing business operations .

We have yet to generate positive earnings from our current business strategy and there can be no assurance that we
will ever operate profitably. Our company has a limited operating history in the business of oil and gas exploration
and must be considered in the development stage. Our success is significantly dependent on a successful
reorganization or acquisition of an existing business. Our operations will be subject to all the risks inherent in the
establishment of a developing enterprise and the uncertainties arising from the absence of a significant operating
history. We may be unable to locate recoverable reserves or operate on a profitable basis. We are in the development
stage and potential investors should be aware of the difficulties normally encountered by enterprises in the
development stage. If our business plan is not successful, and we are not able to operate profitably, investors may lose
some or all of their investment in our company.

13

Edgar Filing: AMERICAN PETRO-HUNTER INC - Form 10QSB

23



Our compliance with the Sarbanes-Oxley Act and SEC rules concerning internal controls may be
time-consuming, difficult and costly for us.

It may be time consuming, difficult and costly for us to develop and implement the internal controls and reporting
procedures required by the Sarbanes-Oxley Act. We may need to hire additional financial reporting, internal controls
and other finance staff in order to develop and implement appropriate internal controls and reporting procedures. If we
are unable to comply with the internal controls requirements of the Sarbanes-Oxley Act, we may not be able to obtain
the independent accountant certifications that the Sarbanes-Oxley Act requires publicly-traded companies to obtain,
and this would impact our ability to comply with SEC regulations governing public companies.

Risks Related to our Oil and Gas Exploration

If we are unable to successfully recruit qualified managerial and field personnel having experience in oil and
gas exploration, we may not be able to execute on our business plan.

In order to successfully implement and manage our business plan, we will be dependent upon, among other things,
successfully recruiting qualified managerial and field personnel having experience in the oil and gas exploration
business. Competition for qualified individuals is intense. There can be no assurance that we will be able to find,
attract and retain existing employees or that we will be able to find, attract and retain qualified personnel on
acceptable terms.

We may not be insured against all of the operating risks to which our business is exposed.

Our business is subject to all of the operating risks normally associated with the exploration for and production of oil
and gas, any of which could result in damage to, or destruction of, property and injury to persons. As protection
against financial loss resulting from these types of operating hazards, we maintain insurance coverage. However,
because we are in the exploratory stage and have not identified for reorganization, an operating business, we are not
fully insured against all these risks. The occurrence of a significant event against which we are not fully insured could
have a material adverse effect on our financial position.

Even if we are able to, the potential profitability of oil and gas ventures depends upon factors beyond the
control of our company.

The potential profitability of oil and gas properties is dependent upon many factors beyond our control. For instance,
world prices and markets for oil and gas are unpredictable, highly volatile, potentially subject to governmental fixing,
pegging, controls or any combination of these and other factors, and respond to changes in domestic, international,
political, social and economic environments. Additionally, due to worldwide economic uncertainty, the availability
and cost of funds for production and other expenses have become increasingly difficult, if not impossible, to project.
These changes and events may materially affect our future financial performance. These factors cannot be accurately
predicted and the combination of these factors may result in our company not receiving an adequate return on invested
capital.
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Competition in the oil and gas industry is highly competitive and there is no assurance that we will be
successful in acquiring the leases.

The oil and gas industry is intensely competitive. We compete with numerous individuals and companies, including
many major oil and gas companies which have substantially greater technical, financial and operational resources and
staffs. Accordingly, there is a high degree of competition for desirable oil and gas leases, suitable properties for
drilling operations and necessary drilling equipment, as well as for access to funds. We cannot predict if the necessary
funds can be raised or that any projected work will be completed.

The marketability of natural resources will be affected by numerous factors beyond our control which may
result in us not receiving an adequate return on invested capital to be profitable or viable .

The marketability of natural resources which may be acquired or discovered by us will be affected by numerous
factors beyond our control. These factors include market fluctuations in oil and gas pricing and demand, the proximity
and capacity of natural resource markets and processing equipment, governmental regulations, land tenure, land use,
regulation concerning the importing and exporting of oil and gas and environmental protection regulations. The exact
effect of these factors cannot be accurately predicted, but the combination of these factors may result in us not
receiving an adequate return on invested capital to be profitable or viable.

Oil and gas operations are subject to comprehensive regulation which may cause substantial delays or require
capital outlays in excess of those anticipated causing an adverse effect on our company.

Oil and gas operations are subject to country-specific federal, state, and local laws relating to the protection of the
environment, including laws regulating removal of natural resources from the ground and the discharge of materials
into the environment. Oil and gas operations are also subject to country-specific federal, state, and local laws and
regulations which seek to maintain health and safety standards by regulating the design and use of drilling methods
and equipment. Various permits from government bodies are required for drilling operations to be conducted; no
assurance can be given that such permits will be received. Environmental standards imposed by federal, state,
provincial, or local authorities may be changed and any such changes may have material adverse effects on our
activities. Moreover, compliance with such laws may cause substantial delays or require capital outlays in excess of
those anticipated, thus causing an adverse effect on us. Additionally, we may be subject to liability for pollution or
other environmental damages. To date, we have not been required to spend any material amount on compliance with
environmental regulations. However, we may be required to do so in the future and this may affect our ability to
expand or maintain our operations.
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Exploration and production activities are subject to certain environmental regulations which may prevent or
delay the commencement or continuation of our operations.

In general, our exploration and production activities are subject to certain country-specific federal, state and local laws
and regulations relating to environmental quality and pollution control. Such laws and regulations increase the costs of
these activities and may prevent or delay the commencement or continuation of a given operation. Compliance with
these laws and regulations has not had a material effect on our operations or financial condition to date. Specifically,
we are subject to legislation regarding emissions into the environment, water discharges and storage and disposition of
hazardous wastes. In addition, legislation has been enacted which requires well and facility sites to be abandoned and
reclaimed to the satisfaction of U.S. state authorities. However, such laws and regulations are frequently changed and
we are unable to predict the ultimate cost of compliance. Generally, environmental requirements do not appear to
affect us any differently or to any greater or lesser extent than other companies in the industry. We believe that our
operations comply, in all material respects, with all applicable environmental regulations. Our operating partners
maintain insurance coverage customary to the industry; however, we are not fully insured against all possible
environmental risks.

Exploratory drilling involves many risks and we may become liable for pollution or other liabilities which may
have an adverse effect on our financial position.

Drilling operations generally involve a high degree of risk. Hazards such as unusual or unexpected geological
formations, power outages, labor disruptions, blow-outs, sour gas leakage, fire, inability to obtain suitable or adequate
machinery, equipment or labor, and other risks are involved. We may become subject to liability for pollution or
hazards against which it cannot adequately insure or which it may elect not to insure. Incurring any such liability may
have a material adverse effect on our financial position and operations.

Risk Related to Seeking Other Business Opportunities:

Exploring and entering into business opportunities could be very time consuming and costly and could
adversely affect our financial condition.

We have not identified and have no commitments to enter into or acquire a specific business opportunity such as a
merger, joint venture or acquisition of a private or public entity. There can be no assurance we will be successful in
identifying and evaluating suitable business opportunities or in concluding a business combination. However, if we
entered into a potential business opportunity our participation in a business opportunity may be highly illiquid and
could result in a total loss to us and our stockholders if the business or opportunity proved to be unsuccessful. Due to
the special risks inherent in the investigation, acquisition,
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Even if we were to enter into a business opportunity there is no assurance of success or profitability.

There is no assurance that we will acquire a favorable business opportunity. Moreover, even if we become involved in
a business opportunity because of the unforeseen costs, expenses, and difficulties involved with a new business
opportunity, there is no assurance that it will generate revenues or profits, or that the market price of our common
stock will increase.

SEC reporting requirements may be too costly for us to take advantage of any potential business opportunities.

The Securities Exchange Act of 1934 (the "Exchange Act"), require companies to provide certain information about
significant acquisitions, including certified financial statements for the company acquired, covering one, two or three
years, depending on the relative size of the acquisition. The time and additional costs that may be incurred by some
prospective entities to prepare such statements may preclude consummation of an otherwise desirable acquisition by
us. Acquisition prospects that do not have or are unable to obtain the required audited financial statements may not be
appropriate for acquisition.

Risk Relating To Our Common Stock:

A limited public trading market exists for our common stock, which makes it more difficult for our
stockholders to sell their common stock in the public.

Although our common stock is quoted on the OTBB under the symbol “AAPH,” there is a limited public market for our
common stock. No assurance can be given that an active market will develop or that a stockholder will ever be able to
liquidate its shares of common stock without considerable delay, if at all. Many brokerage firms may not be willing to
effect transactions in the securities. Even if a purchaser finds a broker willing to effect a transaction in these securities,
the combination of brokerage commissions, state transfer taxes, if any, and any other selling costs may exceed the
selling price

Our common stock may be subject to the penny stock rules which may make it more difficult to sell our
common stock .

The Securities and Exchange Commission has adopted regulations which generally define a “penny stock” to be any
equity security that has a market price, as defined, less than $5.00 per share or an exercise price of less than $5.00 per
share, subject to certain exceptions. Our securities may be covered by the penny stock rules, which impose additional
sales practice requirements on broker-dealers who sell to persons other than established customers and accredited
investors such as, institutions with assets in excess of $5,000,000 or an individual with net worth in excess of
$1,000,000 or annual income exceeding $200,000 or $300,000 jointly with his or her spouse. For transactions covered
by this rule, the broker-dealers must make a special suitability determination for the purchase and receive the
purchaser’s written agreement of the transaction prior to the sale. Consequently, the rule may affect the ability of
broker-dealers to sell our securities and also affect the ability of our stockholders to sell their shares in the secondary
market.
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Our management and stockholders may lose control of the Company as a result of a merger or acquisition.

We may consider an acquisition in which we would issue as consideration for the business opportunity to be acquired
an amount of our authorized but unissued common stock that would, upon issuance, represent the great majority of the
voting power and equity of the Company. As a result, the acquiring company's stockholders and management would
control the Company, and our current management may be replaced by persons unknown at this time. Such a merger
would result in a greatly reduced percentage of ownership of the Company by its current stockholders.

We have historically not paid dividends and do not intend to pay dividends.

We have historically not paid dividends to our stockholders and management does not anticipate paying any cash
dividends on our common stock to our stockholders for the foreseeable future. We intend to retain future earnings, if
any, for use in the operation and expansion of our business
Item 3. Controls and Procedures

Our management with the participation and under the supervision of our Principal Executive Officer and Principal
Financial Officer reviewed and evaluated the effectiveness of the design and operation of our disclosure controls and
procedures (as defined by Rule 13a-15(e) or 15d-15(e)) of the Exchange Act Rule 13a-15 as of the end of the period
covered by this report. Based upon their evaluation, our Principal Executive Officer and Principal Financial Officer
concluded that, as of the end of such period, our disclosure controls and procedures are effective and sufficient to
ensure that we record, process, summarize, and report information required to be disclosed in the reports we filed
under the Exchange Act within the time periods specified in the Securities and Exchange Commission's rules and
regulations.

There were no changes in our internal controls over financial reporting that occurred during the three months ended
September 30, 2007 that have materially affected, or are reasonably likely to materially affect, our internal controls
over financial reporting. We believe that a control system, no matter how well designed and operated, cannot provide
absolute assurance that the objectives of the control system are met, and no evaluation of controls can provide
absolute assurance that all control issues and instances of fraud, if any, within any company have been detected.

[Signature Page Immediately Follows]
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SIGNATURES

In accordance with Section 13 or 15(d) of the Securities Exchange Act of 1934, the Company caused this Report to be
signed on its behalf by the undersigned, thereunto duly authorized.

AMERICAN PETRO-HUNTER INC.
(Small Business Issuer)

Date:  November 19, 2007 By:  /s/ Patrick A. McGowan

Patrick A. McGowan, President, Chief
Executive Officer and
Chairman of the Board (Principal Executive
Officer)

Date:  November 19, 2007 By:  /s/ Patrick A. McGowan

Patrick A. McGowan, Acting Chief Financial
Officer
(Principal Financial Officer and Principal
Accounting Officer)
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