
TETHYS PETROLEUM LIMITED
(formerly known as Tethys Petroleum Investments Limited)

September 30, December 31,

Note 2008 2007

Current Assets
Cash and cash equivalents 36,989 26,692
Prepayments 3 1,044 351
Accounts Receivable 552 219
Value added tax recoverable 39 -
Inventory 178 -
Other current assets 575 790
Total current assets 39,377 28,052

Non Current Assets
Prepayments 3 6,754 3,062
Restricted Cash 4 469 318
Value added tax recoverable 5 3,749 2,752
Capital assets 6 59,073 37,472
Total non-current assets 70,045 43,604

Total Assets 109,422 71,656

Current Liabilities
Accounts payable 553 1,388
Current portion of long term debt 7 828 -
Accrued & other liabilities 1,075 891
Total current liabilities 2,456 2,279

Non Current Liabilities
Long term debt 7 4,093 -
Other non-current liabilities 8 548 776
Asset retirement obligation 9 772 661
Total non current liabilities 5,413 1,437

Total Liabilities 7,869 3,716

Stockholders’ equity 11
Share capital 145,555 99,483
Contributed Surplus 6,619 3,527
Warrants 17,535 16,555

Accumulated deficit (68,156) (51,625)

Total stockholders’ equity 101,553 67,940

Total Liabilities and Stockholders’ Equity 109,422 71,656

Commitments and contingencies 10

Consolidated Balance Sheet (unaudited)

(Expressed in 000's United States dollars)

ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

As at



TETHYS PETROLEUM LIMITED
(formerly known as Tethys Petroleum Investments Limited)

Sept 30, 2008 Sept 30, 2007 Sept 30, 2008 Sept 30, 2007

Note

Revenues Net of Royalties
Oil and gas sales 1,485 - 4,482 -

1,485 - 4,482 -

Expenses
Operating 274 - 537 -
Selling, general and administrative 3,347 2,743 9,515 6,164
Stock based compensation 12 812 679 3,092 17,018
Depreciation, depletion and amortization 2,298 20 5,716 48

6,731 3,442 18,860 23,230

Operating Loss (5,246) (3,442) (14,378) (23,230)

Other Income/(Expense):
Interest, net 283 451 574 (1,817)
Foreign exchange gains/(losses) (1,254) 51 (1,392) (92)
Finance charges 12 (250) - (1,230) (238)
Other (84) (29) (106) (30)

Total Other Income/(Expense) (1,305) 473 (2,154) (2,177)

Loss Before Income Taxes (6,551) (2,969) (16,532) (25,407)
Income taxes - - - -

Net Loss and Comprehensive Loss for the period (6,551) (2,969) (16,532) (25,407)

Weighted average number of common shares outstanding 13 66,393,292 45,116,696 52,598,576 29,283,608

Basic and diluted loss per share (0.10) (0.07) (0.31) (0.87)

See accompanying notes to these financial statements

(Expressed in 000's United States

dollars except share data)

Consolidated Statement of Operations and Comprehensive Loss ( unaudited )

Year to DateFor three months to

(Expressed in 000's United States

dollars except share data)



TETHYS PETROLEUM LIMITED
(formerly known as Tethys Petroleum Investments Limited)

Note Sept 30, 2008 Sept 30, 2007 Sept 30, 2008 Sept 30, 2007

Operating activities:
Net loss for the period (6,551) (2,969) (16,532) (25,407)

Items not affecting cash
Stock based compensation 812 679 3,092 17,018
Accretion 19 - 52 -
Finance costs - - 980 238
Non-cash interest expense - - - 1,917
Depreciation, depletion and amortization 2,298 20 5,716 48

Net change in non-cash working capital items
Accounts Receivable 34 - (333) -
Other current assets (521) (100) (2) (1,022)
Prepayments (369) (328) (693) (80)
Accounts payable (438) 126 (835) 209
Accrued and other liabilities (7) (1,912) 184 (257)

Net cash used in operating activities (4,723) (4,484) (8,371) (7,336)

Investing activities:
Capital expenditures (14,152) (3,845) (27,257) (11,360)

Restricted cash (26) (2) (151) (14)

Value added tax recoverable (994) (242) (998) (676)
Change in oil & gas suppliers prepayments (1,625) 326 (3,692) (2,393)

Net cash used in investing activities (16,797) (3,763) (32,098) (14,443)

Financing activities:
Proceeds from sale of common stock - 50,000 67,337
Share issue costs (178) (12) (3,928) (5,068)

Proceeds (Repayment) from long term debt (192) - 4,922 (5,000)
Other non-current liabilities (24) - (228) (32)

Net cash provided by/(used in) financing activities (394) (12) 50,766 57,237

Net increase/(decrease) in cash and cash equivalents (21,914) (8,258) 10,297 35,458
Cash and cash equivalents, beginning of period 58,903 45,479 26,692 1,763
Cash and cash equivalents, end of period 36,989 37,221 36,989 37,221

Interest paid 152 - 309 375

See accompanying notes to these financial statements

(Expressed in 000's United States

dollars)

Year to date

Consolidated Statement of Cash Flows (unaudited)

For three months to

(Expressed in 000's United States

dollars)



TETHYS PETROLEUM LIMITED
(formerly known as Tethys Petroleum Investments Limited)

No of Shares

Issued

Share

Capital

Contributed

Surplus

Warrants

Reserve

Accumulated

Deficit

Total

Stockholders

Equity

Total December 31, 2006 70,000,000 22,315 - 2,220 (9,846) 14,689

Shares Issued pursuant to Private Placement 34,674,390 17,337 - - - 17,337

104,674,390 39,652 - 2,220 (9,846) 32,026

Share restructure 1:5 20,934,878 39,652 - 2,220 (9,846) 32,026

Issue of shares to acquire 30% of BN Munai 6,000,000 15,000 - - - 15,000

Initial Public Offering (IPO) 18,181,818 50,000 - - - 50,000

Share Warrants and Options - - 3,527 14,335 - 17,862

Finance Costs - (5,169) - - - (5,169)

Net loss in 2007 - - - - (41,779) (41,779)

Total December 31, 2007 45,116,696 99,483 3,527 16,555 (51,625) 67,940

Share Warrants and Options - - 3,092 980 - 4,072

Public offering 21,276,596 50,000 - - - 50,000

Share issue costs - (3,928) - - - (3,928)

Net loss for the period to September 30, 2008 - - - - (16,531) (16,531)

Total September 30, 2008 66,393,292 145,555 6,619 17,535 (68,156) 101,553

See accompanying notes to these financial statements
These notes are available in Sedar.

Consolidated Statements of Changes in Stockholders' Equity (unaudited)

Common Stock

(Expressed in 000's United States dollars except share data)
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TETHYS PETROLEUM LIMITED
(formerly known as Tethys Petroleum Investments Limited)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS – Unaudited

SEPTEMBER 30, 2008

NOTE 1 - NATURE OF OPERATIONS AND GOING CONCERN
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Significant Business Risks and Basis of Presentation
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation
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Recently Adopted Pronouncements
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NOTE 10 - COMMITMENTS AND CONTINGENCIES

Kazakhstan
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Tajikistan
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Drilling Rig Telesto
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Drilling Rig Tykhe

% <�  C:G�  � � �  � � � � ) 3B6 GA� >:/132� /<� =@23@� 4=@� /� <3E� .  � � � B@C19� ;=C<B32� @75 	 �

) 6 3� 1=AB� =4� B6 3� @75 � 7A� * ( � � � � � � � � � � 	 � ) 6 3� � =;>/<G� >/72� B6 3� @75 � 23>=A7B� =4� * ( � � � � � � � � � � � 7<�  C:G�  � � � � /<2� /� AB/5 3�
>/G;3<B� =4� B6 3� A/;3� /;=C<B� 7<� ( 3>B3;03@�  � � � 	 � ) 6 3� B6 7@2� 7<AB/::;3<B� =4� * ( � � � � �  � � � � � E7::� 03� 2C3� C>=<� 23:7D3@G	 � � ) 6 3�
47</:� >/G;3<B� E7::� 03� ; /23� /4B3@� /AA3;0:G� /<2� B@7/:� =>3@/B7<5 	

NOTE 11 – STOCKHOLDERS’ EQUITY

% <�  C<3�  � � �  � � � � ) 3B6 GA� AC113AA4C::G� 1=;>:3B32� /� >C0:71� =443@7<5 � � 6 /D7<5 � >:/132�  � �  � � � � � � � A6 /@3A� /B� /� >@713� =4�
* ( �  	 � � � � � � � �  	 � � � � � @/7A7<5 � * ( � � � � � � � � � � � � � 5 @=AA� 	 � ) 6 3� =@27</@G� A6 /@3A� /@3� :7AB32� =<� B6 3� ) =@=<B=� ( B=19� � F16 /<5 3	 �

� B� B6 3� � <<C/:� � 3<3@/:� #33B7<5 � =<� � >@7:�  � � �  � � � � B6 3� /CB6 =@7H32� A6 /@3� 1/>7B/:� =4� B6 3� � =;>/<G� E/A� 7<1@3/A32� 0G� /<�
/227B7=</:�  � � � � � � � � � � � =@27</@G� A6 /@3A� /<2� � � � � � � � � � � � >@343@3<13� A6 /@3A	 � ) 6 3� >@343@3<13� A6 /@3A� 6 /D3� B6 3� @75 6 BA� /A� A3B� =CB�
7<� B6 3� #3;=@/<2C; � /<2� � @B71:3A� =4� � AA=17/B7=<� />>@=D32� /B� B6 3� � � #� =<� � >@7:�  � � �  � � � 	 � ( 75 <7471/<B� B3@;A� @3:/B32� B=�
>@343@3<13� A6 /@3A� /@3� AC;;/@7H32� 03:=E� �

,) ;/G� 03� 7AAC32� 7<� =<3� =@� ;=@3� A3@73A� �
-) /@3� 3<B7B:32� B=� /<G� 27D723<2A� 7<� >@7=@7BG� B=� B6 3� =@27</@G� A6 /@3A� �
.) 1=<43@� C>=<� B6 3� 6 =:23@A� B6 3@3=4� @75 6 BA� 7<� /� E7<27<5 � C>� 7<� >@7=@7BG� B=� B6 3� =@27</@G� A6 /@3A� � �
/) /<2� ; /G� 6 /D3� AC16 � =B6 3@� @75 6 BA� � >@7D7:35 3A� /<2� 1=<27B7=<A� � 7<1:C27<5 � D=B7<5 � @75 6 BA� � /A� B6 3� � =/@2� ; /G� 23B3@;7<3�

>@7=@� B=� B6 3� 47@AB� /::=B;3<B� =4� /<G� A3@73A� =4� >@343@3<13� A6 /@3A� � >@=D7232� B6 /B� 74� /� A3@73A� =4� >@343@3<13� A6 /@3A� 6 /A� <=�
=@� :7;7B32� D=B7<5 � @75 6 BA� 7B� A6 /::� 03� 23A75 </B32� /A� AC16 � 0G� B6 3� � =/@2	 �



� �

NOTE 12 – STOCK BASED COMPENSATION
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Activity for nine months ended September 30, 2008
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Aggregate Weighted Average
Number of Weighted Average Intrinsic Value Remaining Term

Options Exercise Price (thousands) (in years)

Outstanding at December 31, 2007 4,497,000 $2.76
Granted 2,274,000 2.51

Forfeited (96,000) 2.75
Exercised 0 N/A
Expired 0 N/A
Outstanding at September 30, 2008 6,675,000 $2.67 $0 6.09
Exercisable at September 30, 2008 3,672,000 $2.70 $0 5.95
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Aggregate Weighted Average
Number of Weighted Average Intrinsic Value Remaining Term
Warrants Exercise Price (thousands) (in years)

Outstanding at December 31, 2007 8,857,504 $5.07
Granted 795,000 3.25

Forfeited 0 N/A
Exercised 0 N/A
Expired 0 N/A
Outstanding at September 30, 2008 9,652,504 $4.92 $0 4.28
Exercisable at September 30, 2008 9,652,504 $4.92 $0 4.28
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NOTE 13 - NET LOSS PER COMMON SHARE

� /A71� <3B� :=AA� >3@� 1=; ;=<� A6 /@3� 7A� 1=;>CB32� 0G� 27D727<5 � B6 3� <3B� :=AA� /BB@70CB/0:3� B=� 1=; ;=<� AB=196 =:23@A� 0G� B6 3�
E375 6 B32� /D3@/5 3� <C;03@� =4� A6 /@3A� =4� 1=;;=<� AB=19� =CBAB/<27<5 � 2C@7<5 � B6 3� />>:71/0:3� >3@7=2	 � � 7:CB32� >3@� A6 /@3�
7<4=@;/B7=<� 7A� 1/:1C:/B32� � 7<1:C27<5 � B6 3� 27:CB7D3� 34431B� =4� AB=19� =>B7=<A� E6 716 � /@3� 23B3@;7<32� CA7<5 � B6 3� B@3/AC@G� AB=19�
; 3B6 =2	 � ) 6 3� B@3/AC@G� AB=19� ; 3B6 =2� /AAC;3A� B6 /B� B6 3� >@=1332A� B6 /B� E=C:2� 03� =0B/7<32� C>=<� 3F3@17A3� =4� J7<� B6 3� ;=<3GK�
=>B7=<A� E=C:2� 03� CA32� B=� >C@16 /A3� 1=;;=<� A6 /@3A� /B� B6 3� /D3@/5 3� ; /@93B� >@713� 2C@7<5 � B6 3� >3@7=2	 � $=� /28CAB;3<B� B=�
27:CB32� 3/@<7<5 A� >3@� A6 /@3� 7A� ; /23� 74� B6 3� @3AC:B� =4� B6 7A� 1/:1C:/B7=<� 7A� /<B7� 27:CB7D3	 �

NOTE 14- RELATED PARTY TRANSACTIONS
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NOTE 15 L� CANADIAN ACCOUNTING PRINCIPLES AND REPORTING

) 6 3� 7<B3@7; � 1=<A=:72/B32� 47</<17/:� AB/B3; 3<BA� 6 /D3� 033<� >@3>/@32� 7<� /11=@2/<13� E7B6 � /11=C<B7<5 � >@7<17>:3A� 5 3<3@/::G�
/113>B32� 7<� B6 3� * ( � � � * ( � � � � & � � E6 716 � 7<� ;=AB� @3A>31BA� 1=<4=@; � B=� /11=C<B7<5 � >@7<17>:3A� 5 3<3@/::G� /113>B32� 7<� � /</2/�
� � /</27/<� � � � & � 	 � ) 6 3� 27443@3<13A� 03BE33<� * ( � � � � & � /<2� � /</27/<� � � � & � B6 /B� />>:G� B=� B6 3� � =;>/<G� /@3� 3F>:/7<32� 7<�
B6 7A� <=B3	 �

Reconciliation between US GAAP and Canadian GAAP
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RECONCILIATION OF NET EARNINGS BETWEEN US GAAP AND CANADIAN GAAP
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Capital Disclosures
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Financial Instruments and Risk Management

Financial Risks
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Market Risk
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Interest Rate Risk
� <B3@3AB� @/B3� @7A9� 7A� B6 3� @7A9� B6 /B� B6 3� D/:C3� =4� /� 47</<17/:� 7<AB@C;3<B� E7::� 03� /4431B32� 0G� 16 /<5 3A� 7<� ; /@93B� 7<B3@3AB� @/B3A	 �
) 6 3� :=/<� 4@=; � >@7D/B3� 7<D3AB=@A� 7A� /� 47F32� @/B3� 4/17:7BG� /<2� A=� 6 /A� <=� 3F>=AC@3� B=� 16 /<5 3A� 7<� ; /@93B� 7<B3@3AB� @/B3A	 � �

Commodity Price Risk
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Foreign Currency Exchange
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Credit Risk
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Liquidity Risk
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Fair Value of Financial Assets and Liabilities
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