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EXPLANATORY NOTE

Strategic American Oil Corporation (th€8mpany”) is filing this Current Report on Form 8-K/A (Amdment No. 1) (the8-
K/A™) in order to amend its previously filed Currengfort on Form 8-K, as filed with the Securities &xthange Commission
on February 22, 2011 (thénitial 8-K "), in order to file certain financial statementsdato furnish certain pro forma financial
information pursuant to Item 9.01 of this Form 8AK/

The Initial 8-K provided disclosure under Iltem 2t@&reof regarding the February 15, 2011 closinthefCompany’'s acquisition
of a private Texas oil and gas company named G@mineBay Energy, LLC, which owns fractional interest, and operates,
producing oil and natural gas properties and rdl&eilities in four fields located in GalvestonyBdexas, and working interests
in additional oil and gas properties located inv@aton Bay from the same seller (collectively, ‘Balveston Bay Fields”). As
disclosed in the Initial 8-K, immediately followirthe Company’s acquisition of Galveston Bay EnetdyC, the Company sold
15% of its own aggregate working interest in thdv&ston Bay Fields for $1,400,000 in cash to SPRigdion 1, LLC, a
company controlled by Michael Watts, who is thénéatin-law of Jeremy Driver, a Director and the &€Htxecutive Officer of
the Company. As disclosed in the 8-K/A, as a tesubuch transactions, as of February 15, 2011lyveéSton Bay Energy, LLC
owned approximately 72% of the aggregate workingrast in the Galveston Bay Fields. The agreeméhtSPE Navigation 1,
LLC provided for SPE’s purchase of an additioneé#al6f Galveston Bay Energy, LLC’s aggregate inteneshe Galveston Bay
Fields within 90 days of the closing for $1,150,0BPE completed the purchase of the working isteeffective May 1,
2011. Thus, SPE ultimately purchased 25% of the@&my’s aggregate interest in the Galveston Balg&ier $2,550,000.

Item 9.01 of Form 8-K provides that with respecttt@ansactions described pursuant to Item 2.01 omF®-K, the financial
statements of businesses acquired may be filedpanfbrma financial information regarding suchnsactions may be furnished,
not later than 71 calendar days after the datethieainitial report on Form 8-K must be filed. Asch, the Company disclosed in
the Initial 8-K that it would file the required famcial statements and furnish the required pro dofimancial information within
that time frame. The preparation of such finanstatements and pro forma financial informatiorkttanger than the Company
anticipated, but the Company is now providing sficancial statements and pro forma financial staets herewith as described
in Item 9.01 below.

SECTION 9 - FINANCIAL STATEMENTS AND EXHIBITS
Item 9.01 Financial Statements and Exhibits.
(@) Financial Statements of Business Acquired.

Attached hereto as Schedule “A” please find tharfgial statements for the oil and gas propertiesGbmpany purchased on
February 15, 2011 for the years ended Decembe2@®1) and December 31, 2009.



(b) Pro forma Financial Information.

Attached hereto as Schedule “B” please find theuditad combined pro forma financial informationtbé Company, including
the pro forma combined balance sheet as at JaBdar3011, the pro forma combined statement of dipemfor the six months
ended January 31, 2011, and the pro forma comlsitsement of operations for the year ended Julp310.

(c) Shell Company Transaction.

Not applicable.

(d) Exhibits.

Not applicable.



SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of 8giatAmerican Oil Corporation:

We have audited the accompanying statements ohuvegeand direct operating expenses related tondibas producing wells in
Galveston Bay Field (the “Galveston Bay Properjigsised on the purchase and sale agreement fge#rs ended December
31, 2010 and 2009. These financial statementsharessponsibility of the Strategic American Oil Garation (the “Company”).
Our responsibility is to express an opinion on ¢i#sancial statements based on our audit.

We conducted our audit in accordance with the stadedof the Public Company Accounting Oversight ido@nited States).
Those standards required that we plan and perfbematdit to obtain reasonable assurance about ah#th statements of
revenues and direct operating expenses are freeatd#rial misstatement. The Company is not requicedave, nor were we
engaged to perform an audit of its internal contsadr financial reporting. An audit includes coresition of internal control over
financial reporting as a basis for designing apditcedures that are appropriate in the circumstring not for the purpose of
expressing an opinion on the effectiveness of th@any’s internal control over financial reportidgcordingly, we express no
such opinion. An audit also includes examiningadest basis, evidence supporting the amounts igotbsures in the statements
of revenues and direct operating expenses, asgedlsen accounting principles used and significartiredes made by
management, as well as evaluating the overall figdrstatement presentation. We believe that oulitaaf the statements of
revenues and direct operating expenses providasamable basis for our opinion.

As described in Note 1, the accompanying staten@stprepared for the purpose of complying withrtiles and regulations of
the Securities and Exchange Commission for inctugiche Company’s Current Report on Form 8-K andat intended to be a
complete financial presentation.

In our opinion, the statements of revenues andtdoperating expenses referred to above presety, fai all material respects,
the revenues and direct operating expenses of dhee§&on Bay Properties, for the years ended Deeeih 2010 and 2009.

/sl MaloneBailey, LLP
October 27, 2011
Houston, Texas



Schedule “A”

STATEMENTS OF REVENUES AND DIRECT EXPENSES
OF THE GALVESTON BAY FIELDS

Years Ended December

31,
2010 2009
Revenues $ 3,560,770 $ 348,30
Direct operating expens 3,866,57 2,491,722
Excess of direct operating expes over revenu $ 305,79 $ 2,143,42

(See accompanying notes to the statements of reseand direct expenses)



STATEMENTS OF REVENUES AND DIRECT EXPENSES
OF THE GALVESTON BAY FIELDS

Notes to the Financial Statements
Note 1: The Properties and Basis of Presentation

Galveston Bay Energy, LLC (GBE) is a Texas oil gag company that owns fractional interests in gretates producing oil
and natural gas properties in four fields locatadGalveston Bay, Texas. On February 15, 2011, &fimtAmerican Oil

Corporation (Strategic, “the Company”) purchasedEGahd certain other oil and gas properties (callebt, “the Properties”,

“the Galveston Bay Fields”, “we”, “us”) from a pate seller (Seller) for a purchase price of $9.8ioni subject to customary
post-closing adjustments.

Immediately following the acquisition, Strategidds@5% of its own aggregate working interest in Breperties for $2,550,000
in cash to SPE Navigation 1, LLC (SPE). SPE alsumed its proportional share of the asset retirérabligations associated
with the properties. The accompanying statemehtevenues and direct expenses reflect the int&&ategic acquired in the
Properties. Because Strategic ultimately acquite% of the Properties due to the sale of 25% o&dguired interest to SPE,
these statements reflect 75% of the Seller’s hisibresults.

The statement of revenues and direct operatingnesgsefor the years ended December 31, 2010 andrizd@%been derived from
our historical financial records. Revenues and dfligperating expenses included in the accompangtatement represent
Strategic’s acquired interest in the Properties amedprepared on an accrual basis of accounting.SEfler maintained its books
and records using a calendar year. Accordingb/atttompanying statements of revenues and dirpensgs are presented using
a calendar year.

During the periods presented, the Properties weteaocounted for or operated as a stand-aloneyeaid separate financial
statements of the Properties have never been gep@ertain costs, such as general and adminigratipenses and interest
were not allocated to the individual properties.

The accompanying statements were prepared foruhgope of complying with the rules and regulatiohtshe Securities and
Exchange Commission and are not intended to repr@seomplete set of financial statements. Tharfiial statements of the
Properties to satisfy the requirements of Rule 3DRegulation S-X are limited to historical statams of revenues and direct
operating expenses, together with unaudited discgsof reserve quantities and the standardizedgumea Historical financial
statements, reflecting financial position, resolt®perations and cash flows required by accourgiraciples generally accepted
in the United States of America are not presentedueh information is not available on an individpeoperty basis, nor is it
practicable to obtain such information in theseuwinstances. The statements presented are nottimdicd the results for the
Properties going forward.

Note 2: Summary of significant accounting policies
Use of Estimates

The preparation of the financial statements in confty with accounting principles generally accebfa the United States
requires management to make estimates and assusptiat affect the reported amounts of revenueseapédnses during the
respective reporting periods. We base our estinatdgudgments on historical experience and orouarother assumptions and
information that we believe to be reasonable unidercircumstances. Estimates and assumptions &lowé events and their
effects cannot be perceived with certainty andpatingly, these estimates may change as new ewvents, as more experience
is acquired, as additional information is obtaiaed as our operating environment changes.

Significant areas requiring management's estimated assumptions include estimates of asset retieroests and the
determination of oil and natural gas proved resguantities. Oil and natural gas proved resenantities which form the basis
for the calculation of amortization of oil and natlugas properties and for asset impairment tddamagement emphasizes that
reserve estimates are inherently imprecise andetftahates of more recent reserve discoveries are imprecise than those for
properties with long production histories.



Actual results may differ from the estimates amsliagptions used in the preparation of our finargtaiements.

Revenue Recognition

We recognize revenue when persuasive evidence afrangement exists, services have been rendéeedates price is fixed or
determinable, and collectability is reasonably estuWe follow the “sales method” of accounting fuit and natural gas
revenue, so we recognize revenue on all naturalagasrude oil sold to purchasers, regardless oftidrethe sales are
proportionate to our ownership in the property. uattsales of gas are based on sales, net of theiatesl volume charges for
processing fees and for costs associated with etglivtransportation, marketing, and royalties imaadance with industry
standards. Operating costs and taxes are recognizlee same period in which revenue is earned.

Direct operating expenses

Direct operating expenses are recognized whenriedwand consist of operating expenses directlyaeléo revenue producing
activities of the Properties. Direct operating exges consist of all costs relating to productictivisies, and do not include
accretion of an asset retirement obligation, angret@ation, depletion and amortization. Direct igp@g expenses include
hurricane repair and workover expenses, as disduzdew.

GBE's fields contained proved producing reservésrio 2008. The infrastructure for GBE's fieldsstained extensive damage
in hurricanes Gustav and lke. After the hurricaties operations from the fields were curtailedstBeation of production from
GBE's proved reserves was dependent on repaireoflthwnstream infrastructure. During the years éridecember 31, 2010
and 2009, the Seller performed the repairs requagturn the fields to production. Specificalllge majority of the hurricane
repair work was performed between August 2009, wthen Seller acquired the properties from a prioerafr, and June
2010. In addition, during the years presented, Beller worked over several wells within an exigtitompletion
interval. Workover costs incurred solely to maimtar increase levels of production from an exigtoompletion interval and
repairs required to bring production from proveser@es to market have been charged to expenselwaseid.

Note 3: Contingencies and commitments
Legal

We are subject to legal proceedings, claims ardlitias which arise in the ordinary course of mesis. We accrue for losses
associated with legal claims when such losses eskaple and can be reasonably estimated. Theseadsa@re adjusted as
additional information becomes available or circtanses change. Legal fees are charged to expetiseyaare incurred.

GBE was sued by the operator of one of our oil gasl properties due to non-payment of certain exggenshe subject expenses
are included in our results. Pursuant to our paseland sale agreement, the Seller assumed resiptynfir the lawsuit.

Environmental

We accrue for losses associated with environmeataédiation obligations when such losses are pielzizl can be reasonably
estimated. These accruals are adjusted as addifitfoamation becomes available or circumstanceange. Costs of future

expenditures for environmental remediation obligdi are not discounted to their present value. Re@s of environmental

remediation costs from other parties are recordéidedr undiscounted value as assets when thedipeis deemed probable.

There is soil contamination at a tank facility ownley GBE. While it is probable that remediationllviie required, we are
evaluating the extent of the contamination, thévaiets that will be required to perform the remetitin, and whether the Seller
will be required to assume the remediation. Th&t ob the remediation is currently not estimablée &as not been reflected in
statements of revenues and direct expenses.



Commitments

Prior to the sale of the Properties, the Sellercetedl a Compression and Handling Agreement (theA"PHetween the Seller
and GBE. Under the terms of the PHA, oil, natgad, and salt water would be disposed of througtSiiller’'s facility. Under
the agreement, we are responsible for approximatdlgt fee of $3,000 per month for the surfacesdéeand a gauging fee, our
pro-rata share of repairs at the facility, and coFagion, salt water disposal, and other chargesdbais the volumes disposed of
through the facility.

Note 4: Subsequent Events

Effective September 1, 2011, Strategic acquired,3RP&Eholder of 25% working interest in the Projsttfor a total purchase
price of 95,000,000 common shares in StrategiasTafter September 1, 2010, we owned 100% workiterest in the
Properties.

In September 2011, the Seller sued GBE allegingpayment of approximately $225,000 in invoices tedato the PHA. The
invoices relate to the period from March 2011 tet8mber 2011. We dispute the invoices because itfedyde charges not
provided for in the PHA.

Note 5: Supplemental Oil and Gas Information (Unauded)

The SEC amended its definitions of oil and natges reserves effective December 31, 2009. Preyierieds were not restated
for the new rules. Key revisions include a changpricing used to prepare reserve estimates toradrth un-weighted average
of the first-day-of-the-month prices, the inclusioihnon-traditional resources in reserves, debnii changes, and allowing the
application of reliable technologies in determinprgved reserves, and other new disclosures (REB&L rules). The Revised
SEC rules did not significantly affect the quaestiof our proved reserves.

The reserves in this report have been estimated) wkterministic methods. For wells classified es/pd developed producing
where sufficient production history existed, ressrwere based on individual well performance evanand production decline
curve extrapolation techniques. For undevelopedtions and wells that lacked sufficient productiistory, reserves were based
on analogy to producing wells within the same agghibiting similar geologic and reservoir charaistiics, combined with
volumetric methods. The volumetric estimates wergebl on geologic maps and rock and fluid propedégived from well logs,
core data, pressure measurements, and fluid samplel spacing was determined from drainage padteterived from a
combination of performance-based recoveries andnvetric estimates for each area or field. Provettualoped locations were
limited to areas of uniformly high quality resemvproperties, between existing commercial producers

Proved Reserves

(0]] Gas Equivalent
(Mbbl) (MMCF) (MMCFE)

Balance — December 31, 2008 697,35’ 9,382,151  13,566,29
Revisions of previous estimates 2,281 (8,674 5,051
Production (2,439 (54,45¢) (69,067)
Balance — December 31, 2009 697,21( 9,319,020 13,502,28
Revisions of previous estimates 24,02; 107,58t 251,71¢
Productiot (33,787 (179,52) (382,22()
Purchase of minerals in place 2,69: 55,86( 72,01*
Balance — December 31, 2010 690,14 9,302,941  13,443,79




Proved Reserves as of December 31, 2010

Equivalent
Qil (bbls) Gas (Mcf) (Mcfe)
Proved develope 46€,082 4,450,83! 7,259,32!
Proved undeveloped 222,06( 4,852,11( 6,184,471
Total Proved reserv 690,14 9,302,941 13,443,79

Proved Reserves as of December 31, 2009

Equivalent
Qil (bbls)  Gas (Mcf) (Mcfe)
Proved develope 409,77( 2,884,901 5,343,52
Proved undevelopt 287,44( 6,434,121 8,158,76!
Total Proved reserves 697,21( 9,319,02(  13,502,28

Standardized Measure of Discounted Future Net Caskhlows Relating to Proved Oil and Natural Gas Resers

The following Standardized Measure of DiscountetliFeiNet Cash Flow information has been developédiding ASC 932,
Extractive Activities —Oil and Gag$ASC 932) procedures and based on estimated oilnatwtal gas reserve and production
volumes. It can be used for some comparisons,Hauld not be the only method used to evaluate wsioperformance. Further,
the information in the following table may not repent realistic assessments of future cash floarsstmould the Standardized
Measure of Discounted Future Net Cash Flow be vieagerepresentative of our current value.

We believe that the following factors should beetainto account when reviewing the following infation:
future costs and selling prices will probabiffed from those required to be used in these datmns;

due to future market conditions and governnieagulations, actual rates of production in futyears may vary
significantly from the rate of production assumedtie calculations;

a 10% discount rate may not be reasonablarasaaure of the relative risk inherent in realifintyre net oil and
natural gas revenues; and

future net revenues may be subject to differatets of income taxation.

Under the Standardized Measure, for the years eDdedmber 31, 2010 and 2009, as specified by tli& 8te prices for oil and
natural gas used in this calculation were the uiglted 12-month average of the first day of the thd@2-month un-weighted
average) cash price quotes, except for volume®sutg fixed price contracts.

In the following table, natural gas liquids arelimed in natural gas reserves. The oil and nagaslliquids price as of December
31, 2010 and 2009 were based on the 12-month ghtesl average of the first of the month priceshefNl'YMEX (Cushing, OK
WTI) posted price which equated to $79.43 and $63&¥ barrel, respectively. The gas price as ofebdser 31, 2010 and 2009
were based on the 12-month unweighted averageedirst of the month prices of the NYMEX (Cushir@K WTI) spot price
which equates to $4.38 per Mcf and $3.41 per Medpectively. The base prices were adjusted foirigeabntent, premiums and
product differentials based on historical reventagesnents. All prices are held constant in accardamith SEC guidelines. All
proved reserves are located in the United Stapesiifically, off-shore in Galveston Bay, Texas.

The Standardized Measure is as follows

2010 2009
Future cash inflows $97,727,06 $78,342,77
(24,936,9: (22,266,1
Future production costs 3) 3)
(24,470,9 (24,572,1
Future development costs 7) 6)
Future net cash flov 48,319,10 31,504,45
(13,802,4: (11,715,71
10% annual discount for estimated timing of casw$ 7) 4)
Future net cash flows at end of year $34,516,67 $19,788,68

10



Changes in Standardized Measure of Discounted FuterNet Cash Flows Relating to Proved Oil and Naturabas Reserves

The following is a summary of the changes in tren8ardized Measure of discounted future net cassffor our proved oil and
natural gas reserves during each of the yearsibttb year period ended December 31, 2010:

2010 2009
Standardized measure of discounted future netftash at beginning of year $19,788,68 $21,950,91
Net changes in prices and production ¢ 12,726,85 (4,406,08)
Changes in estimated future dlopment cosl 72,29: (183,27¢)
Sales of oil and gas produced, net of productitsco (1,302,15) 218,86t
Purchases of minerals in place 278,53° —
Revisions of previous quantity estime 973,58! 13,177
Accretion of discour 1,978,86! 2,195,09:
Standardized measure of discounted future netft@sh at year en $34,516,67 $19,788,68

11



Schedule “B”

STRATEGIC AMERICAN OIL CORPORATION
UNAUDITED COMBINED PRO FORMA FINANCIAL INFORMATION

Galveston Bay Energy, LLC (GBE) is a Texas oil @ad company and owns fractional interests in amdad@s producing oil

and natural gas properties and its related fadititfour fields located in Galveston Bay, Texas. Babruary 15, 2011, Strategic
American Oil Corporation (Strategic) purchased GB certain other oil and gas properties (colletyiv‘the Properties”, “the

Galveston Bay Fields”) from a private seller (Sellfor a purchase price of $9.9 million, subjectdiestomary post-closing
adjustments.

The following unaudited pro forma financial infortizan gives effect to Strategic’s acquisition of feperties, its sale of 25% of
the working interests it had acquired in the Propsyand a private placement financing involvihg sale of 92,390,000 shares
of Strategic’s common stock at a subscription pw€e$0.10 per share, the proceeds of which fundedatcquisition of the
Properties. These transactions are more fullyridestin the notes to the unaudited combined pnmé#&ofinancial information.

The unaudited combined balance sheet gives eftethéd transactions as if they had occurred on JgnBd, 2011 and the
unaudited combined pro forma statements of operatjive effect to the transactions as if they hemioed on August 1, 2009.

The pro forma adjustments are based on currendifadle information and certain assumptions thabhagament believes to be
reasonable under the circumstances. The adjustmemt the assumptions underlying the adjustmergsdascribed in the
accompanying notes, which should be read in cotipmevith the unaudited combined pro forma finahaiormation. Pursuant

to the Securities and Exchange Commission’s Artidleof Regulation S-X, pro forma adjustments ineldde effects of events
that are directly attributable to the acquisitiondaare factually supportable. The unaudited coetbipro forma financial

information is provided for illustrative purposesly and is not necessarily indicative of the finahgosition or results of

operations that would have actually been reportad the transactions occurred on the assumed dadésated, nor is it

necessarily indicative of our future financial gimsi or results of operations as of or for any fatdate or periods.

12



STRATEGIC AMERICAN OIL CORPORATION AND THE GALVESTO N BAY FIELDS
UNAUDITED PRO FORMA COMBINED BALANCE SHEET
AS OF JANUARY 31, 2011

Assets
Current assets
Cash and cash equivalents

Accounts receivable
Other current ass¢
Total current assets
Oil and Gas Property, accounted for using thedodit method of
accounting
Evaluated property, n

Unevaluated property
Restricted Cas
Other Assets
Total Assets

Liabilities and Stockholders’ Equity (Deficit)
Current liabilitie:
Accounts payable and accrued expe
Notes payable
Asset retirement obligations — short term

Derivative warrant liability

Due to related parties

Total current liabilitie
Asset retirement obligations — long term
Total liabilities

Stockholders’ equity/ (deficit):

Common stock, $.001 par; 500,000,000 shares aa#tbshares;

53,602,486 shares issued and outstanding
Additional paid in capital
Accumulated deficit

Total Stockholders’ equity (deficit)
Total Liabilities and Stockholders’ equity (defjci

(See accompanying notes to unaudited pro forma p@dbinancial information)
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Pro forma Pro forma
Strategic  adjustments Notes Combined
$ 7,80: $ 9,239,001 (39)
2,550,00 (3k)
(9,900,00i) 2
(12,239 (300 $ 1,884,56
53,49: 600,98: 2 654,47¢
- 18,75¢ 2 18,75¢
61,30( 2,496,50: 2,557,80:
1,316,67 9,5622,19 2
(3,923,62) (3k) 6,915,24:
266,95: - 266,95:
40,00( 6,675,48 @) 6,715,48
121,38: 4,87( 2 126,25:
$ 1,806,300 $14,775,43 $16,581,73
$ 616,000 $ 1,427,80 2 $ 2,043,81
110,00( - 110,00(
- 530,47¢ @)
(132,619 (3k) 397,85!¢
2,534,81 - 2,534,81
203,3® - 203,30
3,464,12; 1,825,66. 5,289,78
10,38( 4,964,00! 2
(1,241,00) (3k) 3,733,39
3,474,50 5,548,67! 9,023,17.
53,60: 93,89( (32)
15,91¢ (€19) 163,40
12,038,07 9,145,111 (32)
2,530,42 (30 23,713,60
(13,759,8 (16,318,4
9 (2,558,57) (30 8)
(1,668,19) 9,226,76: 7,558,561
$ 1,806,300 $14,775,43 $16,581,73



STRATEGIC AMERICAN OIL CORPORATION AND THE GALVESTO N BAY FIELDS
UNAUDITED PRO FORMA COMBINED STATEMENT OF OPERATION S
FOR THE SIX MONTHS ENDED JANUARY 31, 2011

Revenues
Oil and Gas sales

Operating Expens
Lease operating expenses
Depreciation, depletion, & amortization
Accretior
Impairmen
Consulting fees
Management fees
Other general & administrati expens

Total operating expenses
Loss from operatior

Interest expense, net
Gain (loss) on derivative warrant liabil

Net Los:

Basic and diluted loss per common sl

Weighted average shares outstanding (basic andljlu

53,408,22

(See accompanying notes to unaudited pro forma eadbinancial information)
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Pro forma Pro forma

Strategic  adjustments Notes Combined
$ 229,13¢ $ 2,096,76 (2 $ 2,325,90
140,38t 2,001,99: 2 2,142,37
51,92¢ 355,80 2 407,72
3,66¢ 226,70: 2 230,36!
140,02 - 140,02
595,52: - 595,52:
222,91: - 222,91:
400,28: - 400,28:
1,554,72! 2,584,49 4,139,22
(1,325,59) (487,729 (1,813,32)
(14,779 - (14,779
(276,549 - (276,549
$(1,616,91) $ (487,729 $ (2,104,64)
$ (0.0%) $ (0.01)
163,212,8

4



STRATEGIC AMERICAN OIL CORPORATION AND THE GALVESTO N BAY FIELDS
UNAUDITED PRO FORMA COMBINED STATEMENT OF OPERATION S
FOR THE YEAR ENDED JULY 31, 2010

Revenues
Oil and Gas sales

Operating expens
Lease operating expen:
Depreciation, depletion, & amortization
Accretion
Consulting fee
Management fes
Acquisition related costs
Warrant modification expense
Other general & administrative expe

Total operating expenses

Loss from operations

Interest expense, r
Gain (loss) on derivative warrant liability

Net Los:

Basic and diluted loss per common sl

Weighted average shares outstanding (basic anedijlu

Pro forma Pro forma
Strategic  adjustments Notes Combined

$ 531,73 $ 2,093,45( (2 $ 2,625,18
571,00¢  4,400,34 (2  4,971,35
92,94« 337,39° ) 430,34:
23,62 669,84 @ 693,48:

2,156,83 - (2 2,156,83
902,86t - 902,86t

- 255857!  (3c)  2,558,57"

743,18 2 743,18
641,86t - 641,86t
5132,34  7,966,17. 13,098,51
(10,473,3:

(4,600,60)  (5,872,72) 1)
(68,35¢) - (68,35¢)
96,29: - 96,29:
(10,445,3'

$ (3,829,48) $ (5,872,72) $ 7)
$ (0.10) $ (0.07)
155,146,7

45,642,98 1

(See accompanying notes to unaudited pro forma p@dbinancial information)

15



STRATEGIC AMERICAN OIL CORPORATION AND THE GALVESTO N BAY FIELDS
NOTES TO UNAUDITED COMBINED PRO FORMA INFORMATION

Note 1: Basis of presentation

The unaudited pro forma combined balance sheebées prepared by applying pro forma adjustmenStiategic’'s unaudited
balance sheet as of January 31, 2011.

The unaudited pro forma combined statement of djp@safor the six months ended January 31, 2011bkas prepared from
Strategic’s unaudited interim statement of operatifor the six months ended January 31, 2011 amdihudited revenues and
direct expenses for the Properties for the six momnded December 31, 2010, which were extractad fhe statement of
revenues and expenses for the year ended Deceh2010.

Strategic’s audited financial statements have hesexl in the preparation of the unaudited pro focorabined statements for the
twelve months ended July 31, 2010. The revenuéslaact expenses for the Properties are for trevesvmonths ended July 31,
2010 and were derived from the accounting recoediaming to the Properties for the twelve monthdesl July 31, 2010..

The results of operations for the month of July @0ths been included in both the interim unauditea forma combined
statement of operations for the period ending Jan@a, 2011 and also in the unaudited pro forma lwoed statement of
operations for year ending July 31, 2010.

These unaudited pro forma financial statementsldhmeiread in conjunction with the historical fiméal statements of Strategic

and the Properties as follows:

Strategic’s financial statements for the year entidg 31, 2010 and the notes relating theretopasd in its 10-K
which was filed on November 15, 2010;

Strategic’s unaudited financial statements forditemonths ended January 31, 2011 and the not&ingethereto, as
found in its 10Q which was filed on June 20, 20drid

The Properties’ statement of revenues and dirgetreses for the years ended December 31, 2010 &% 2@ notes
relating thereto included elsewhere in this Forik/8:

Note 2: Purchase of Properties

On February 15, 2011, Strategic American Oil Caaion (Strategic) purchased GBE and certain otlilesirml gas properties

(collectively, “the Properties”, “the Galveston BRields”) from a private seller (Seller) for a cgslrchase price of $9,900,000,
subject to customary post-closing adjustments.
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The following table summarizes the preliminary a#ltion of the purchase price to the assets acqainddiabilities assumed at
the acquisition date:

Recognized Amount of Identifiable Assets Acquiredrd Liabilities Assumed

Restricted Cas $ 6,675,48
Accounts receivable and other current assets 619,74:
Property and equipment 4,87(
Oil and Gas Property, accounted for using thedodit basis of accountir

Evaluated proper 9,522,19:
Accounts payable and accrued expenses (1,427,80.)
Asset retirement obligations — short term (530,479
Asset retirement obligatior— long tern (4,964,00)
Total Identifiable Net Assets $ 9,900,00

Note 3: Pro Forma Adjustments
a) 2011 Private Placement

During February 2011, in connection with the acijois, Strategic completed a private placement hiclv it sold 92,390,000
shares of common stock for $.10 per share to rgises proceeds of $9,239,000 (2011 Private Plac@m8irategic paid
$142,800 in cash offering costs as finders’ feeb%68,581 in associated legal costs, resultingtrcash proceeds of $9,032,619.
In connection with the 2011 private placementrérged equity based compensation for finders’ &e®llows: 1,500,000 shares
of common stock, warrants to purchase 1,300,00@sha# common stock at an exercise price of $.IGlpare with a contractual
term of three years, and warrants to purchase 0@8sbares of common stock at an exercise priceldf fier share with a
contractual term of three years. Legal costs famdkers’ fees associated with the 2011 Private éttant were treated as a
reduction in the private placement proceeds andateid as an adjustment to equity. The 2011 RyifPd&cement is more fully
discussed in 10Q for the quarter ended April 30,120

b) Sale of working interest to SPE Navigation I, LC.

On February 15, 2011, Strategic sold 25% of thekimgrinterest acquired in the purchase of the Ptaseto SPE Navigation 1,
LLC for $2,550,000 paid in cash as follows: SPE#il,400,000 on February 15, 2011 for 15% of tlwrkimg interest and
$1,150,000 during April and May 2011 for the adsfiil 10% interest. SPE assumed 25% of the agsetment obligations in
the property it acquired. As of February 15, 2Gh#&,asset retirement obligation was $5,494,48% abwhich is $1,373,621.

¢) Acquisition related costs
During February 2011, Strategic granted 15,91488tes of common stock to three individuals asefisdfees for their roles in
the acquisition of the Properties. The shares werkied, based on the closing stock price on thes ddt grant, at

$2,546,342. This cost was reflected in the unaddiro forma combined statement of operations aacquisition related cost.
Acquisition related costs also includes cash paymein$12,238 incurred for due diligence.
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Note 3: Earnings per share

The basic net income (loss) per common share iguoted by dividing the net income (loss) by the \léégl average number of
common shares outstanding, giving effect to pronéotransactions as follows:

Number of shares outstanding, January 31, 53,602,48
Add: Shares issued in 2011 Private Placement 93,890,00
Add: Common stock issued for acquisition costs 15,914,63.

163,407,1
Common shares outstanding for unaudited combinedgoma statements of operations 0

Note 4: Excluded costs

Prior to acquisition, the properties were owned amhaged by the Seller, who did not maintain seediaancial records.
Consequently, the Unaudited Pro Forma Combinede®it of Operations included herein does not reftgmeral and
administrative expenses, interest, and other intlegpenses that were not allocated by the Selléhe Properties. Strategic’s
management believes such indirect expenses aiadicative of future costs that may be incurredemitie new management.

B-7
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