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EXHIBIT 99.1
 
GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
Dated May 31, 2012
 
This management’s discussion and analysis (“MD&A”) for the three and nine months ended January 31, 2012, is a review of operations, current
financial position and outlook for Gravis Oil Corporation (“Gravis” or “the Company”), formerly MegaWest Energy Corp.  It should be read in
conjunction with the unaudited interim consolidated financial statements for the three and nine months ended January 31, 2012, and the audited
consolidated financial statements for the year ended April 30, 2011, and the notes thereto, prepared in accordance with United States generally
accepted accounting principles.
 
Additional information relating to Gravis is available on SEDAR (www.sedar.com) or on the Company’s website (www.Gravisenergy.com).
 
REPORTING REQUIREMENTS
 
On September 7, 2011 the Alberta Securities Commission issued a cease trade order against Gravis for failing to file its audited annual consolidated financial
statements as well its annual management's discussion and analysis for the year ended April 30, 2011, in accordance with the timelines permitted under
applicable securities laws.  On September 8, 2011 the British Columbia Securities Commission also issued a cease trade order against Gravis for the same
reasons.  In addition, as the Company is an OTC reporting issuer under British Columbia Instrument 51-509 Issuers Quoted in the US Over-the-Counter
Markets, the British Columbia cease trade order also requires Gravis to file its annual information form for the year ended April 30, 2011 (the " AIF").
 
As of the date of this report the cease trade orders have not been revoked and no assurances can be given as to when or if they will be revoked.  Until these
cease trade orders are revoked the Company’s ability to raise capital is significantly restricted.
 
CHANGE IN REPORTING AND FUNCTIONAL CURRENCY
 
The Company’s audited April 30, 2011, consolidated financial statements and its January 31, 2012, interim financial statements have been prepared using the
United States dollar as the reporting currency, as management is of the opinion that the use of US dollars to prepare the annual financial statements enhances
communication with shareholders and improves comparability of financial information reported with peer group companies.  Financial statements in prior
years were prepared using a Canadian dollar (Cdn dollar) reporting currency; however, both current year and historical financial information have been
translated to US dollars in accordance with the method described in the significant accounting policies.  The change in reporting currency resulted in the
recognition of a cumulative foreign currency translation reserve of $500,027 in accumulated other comprehensive income at July 31, 2010.
 
Effective July 31, 2010, the Company and its subsidiaries changed functional currency from the Cdn dollar to the US dollar. This change was made as a
result of the financing completed in July 2010, causing the Company’s primary source of funding to be in US dollars and making the US dollar the currency
of the economic environment in which the entity primarily generates and expends cash.
 
SHARE CONSOLIDATION
 
Effective June 20, 2011, the Company’s share capital was consolidated on a one-for-ten basis. All common share, preferred shares, warrant and stock option
figures disclosed herein are reported on a consolidated basis.

OVERVIEW

The primary business activity of Gravis and its subsidiaries has been the acquisition, exploration and development of a number of heavy oil properties in the
United States. Its activities to date have included the analysis and evaluation of technical data, preparation of geological models, the acquisition of mineral
rights, exploration and development drilling, conceptual engineering, construction and operation of thermal demonstration projects, and securing capital to
fund these expenditures.
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GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
OVERVIEW - continued
 
The Company has, since 2008, focused its financial and technical resources on its thermal heavy oil recovery projects in the Deerfield area of Missouri,
conducting steam injection and research operations in the pilot areas designated as Marmaton River and Grassy Creek. Project operating costs have been
significantly higher than predicted during this time due to the unexpected discontinuity of operations, steam injection rates below design, and sub-optimal
completion methods for wells drilled in 2008. Steam injection operations have been suspended repeatedly at both projects from December 2008 to September
2009 and again from June 2010 to September 2010 for Grassy Creek, and from June 2010 to March 2011 for Marmaton River due to financing constraints.
For a large portion of the operating time, steam rates were well below design levels also due to financing constraints. The interruption of operations resulted in a
significant loss of heat in the formation, oil production at higher than expected steam-to-oil ratio ("SOR") values, and increased costs per-barrel of production.
Lower than design steam rates increased the per-unit cost of production. Gravis did conduct research activities during these interruptions to determine how best
to optimize future commercial developments; however, these research activities, while critical to future success, increased operating costs.  The Company has
incurred significant expense in completing a work-over of virtually all of its production wells at both Marmaton River and Grassy Creek. Pumps were
upgraded or replaced and tubing relanded. Thermal and pressure data acquisition equipment has been installed, and well logs have been run to identify the un-
swept areas of the reservoir. Chemical surfactant and seismic stimulation technologies have also been tested with varied results. However, due to the
significant  cost of steam injection, and the Company's financial position, management elected to suspend operations on its Missouri oil and gas projects in
September 2011.
 
The Company's operations thus far have led to the following conclusions with respect to the efficacy of future development activities with respect to steam-
flood projects:
 
 · Once initiated, steam flooding must be continuous. The Company believes that shut-in periods of several months reduce heat efficiency and

increase steam-to-oil ratios;
 
 · Observation wells must be drilled and instrumented throughout the projects to improve effectiveness of the control of steam injection to an

individual pattern; and
 
 · Well design must include cased-through and perforated completions to allow control of the vertical distribution of steam in the reservoir.
 
The Company estimates that additional financing of approximately $8.7 million would be required to achieve economic viability of its current projects.  Future
production could reduce such funding requirements; however, there is no guarantee that the Company will achieve positive and sustainable cash flow.
 
In the event the Company is successful in obtaining additional financing, in the first two years after re-starting operations, the Company intends to allocate
funds as follows:
 

Project Goal  Estimated Cost (millions)
Capital identified in the GLJ Missouri Property Report - Total Proved Reserves to
drill, complete and tie in new patterns of wells in both existing projects  $2.284 
To re-complete existing well patterns in Marmaton River Phase II and Grassy
Creek Phase I  $0.450 
To install observation wells one per existing pattern  $0.125 
To cover operating expenses through initial pattern heating or re-heating.  This
also allows for the time lag between production and oil sales receipts.  $2.0 
General and administrative expenses  $2.4 
Contingency of 20%  $1.4 
Total  $8.659 
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GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
OVERVIEW - continued
 
If and when the cease trade orders of the Alberta Securities Commission and the British Columbia Securities Commission have been revoked, the Company
can begin seeking financing alternatives through joint ventures, equity offerings, the issuance of debt, working interest farm-outs, and/or the sale of non-core
properties and facilities.  Until the cease trade orders are revoked the Company's options with respect to raising capital are significantly reduced.
 
The Company’s audited consolidated financial statements for the year ended April 30, 2011 and unaudited consolidated financial statements as of and for the
three and nine months ended January 31, 2012, are prepared on a going concern basis.  The going concern basis of presentation assumes the Company will
continue in operation for the foreseeable future and will be able to realize its assets and discharge its liabilities and commitments in the normal course of
business.  If the cease trade orders are revoked, the Company will need to raise additional funds by means of additional equity issuances, debt financing or
selling of working interests in order to continue development activities.  There is significant uncertainty about the Company’s continued ability to use the going
concern assumption which presumes the Company’s ability to continue to be able to realize its assets and discharge its liabilities and commitments in the
normal course of business. The Company's ability to raise capital will be significantly affected if it is unable to continue as a going concern.  The audited
consolidated financial statements for the year-ended April 30, 2011 and the unaudited consolidated financial statement as of and for the three and nine months
ended January 31, 2012, do not include any adjustments to the amounts and classification of assets and liabilities that may be necessary should the Company
be unable to secure additional funding and attain profitable operations.
 
CHANGES IN ACCOUNTING POLICIES
 
As a Canadian company, Gravis Oil Corporation historically prepared its consolidated financial statements in accordance with accounting principles generally
accepted in Canada (Canadian GAAP) and also provided reconciliation to US GAAP.
 
Effective May 1, 2010, the Company started using US GAAP.  The decision to convert to US GAAP was made to enhance communication with shareholders
and other investors and improve the comparability of financial information reported with peer group companies.
 
A reconciliation of the US GAAP financial statements to Canadian GAAP is included in note 25 to the refiled April 30, 2011 audited consolidated financial
statements.  The Company has prepared the required supplement to address material differences between US GAAP and Canadian GAAP as they relate to
parts of this MD&A.
 
The accounting policies set out in Note 3 to these unaudited interim consolidated financial statements have been applied consistently to all periods presented.
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GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
SELECTED INFORMATION
 
  Three Months Ended January 31   Nine Months Ended January 31  
  2012   2011   2012   2011  
Revenue and other income             
  Oil and natural gas sales  $ -  $ 227,709  $ 430,164  $ 1,116,014 
  Interest and Other Income   227   840   10,761   2,171 
   227   228,549   440,925   1,118,185 
Expenses                 
  Operating   112,686   779,063   1,262,840   2,413,838 
  Impairment of oil and gas assets   -   -   -   - 
  General and administrative (note 12)   314,522   663,439   1,820,286   1,753,656 
  Depreciation, depletion and accretion   28,899   127,953   260,018   670,429 
  Loss on marketable securities   -   -   -   - 
  Interest and accretion   950,043   431,344   2,587,916   801,925 
  Foreign exchange (gain) loss   11,007   (30,738)   6,399   (348,130)
  Change in fair value of derivatives (note 8)   (132,100)   4,478,080   (14,050,348)   1,177,361 
  Change in fair value of exchange shares   -   -   -   - 
   1,285,057   6,449,141   (8,112,889)   6,469,079 
Net income (loss)   (1,284,830)   (6,220,592)   8,553,814   (5,350,894)
Foreign exchange translation   -   -   -   (283,771)
Total comprehensive income (loss)  $ (1,284,830)  $ (6,220,592)  $ 8,553,814  $ (5,634,665)
                 
Net income (loss) per share                 
  Basic  $ (0.09)  $ (0.47)  $ 0.61  $ (0.40)
  Diluted  $ -  $ -  $ 0.14  $ - 
Weighted Average Shares Outstanding                 
  Basic   14,078,947   133,289,472   14,078,947   133,289,472 
  Diluted   113,460,600   133,289,472   59,224,888   133,289,472 
                 
  As at January 31   As at April 30      
   2012    2011    2011      
Total Assets  $ 18,897,478  $ 34,297,050  $ 20,818,512     
Long-term liabilities  $ 2,656,336  $ 10,982,880  $ 20,061,550     
Total liabilities  $ 11,085,619  $ 13,471,056  $ 23,650,925     
Capital Stock¹  $ 79,016,425  $ 78,836,171  $ 79,016,425     
Shareholders' equity (deficiency in assets)  $ 7,811,859  $ (58,010,177)  $ (2,832,413)     
Common shares outstanding   14,078,947   133,289,472   133,289,472     
(1)           Includes share capital and preferred shares.
 
 
 

4

Source: Petro River Oil Corp., 6-K, June 22, 2012 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
OPERATIONAL AND PROJECT REVIEW
 

Cost  Missouri   Kentucky   Montana   Kansas   Other   Total  
Balance, April 30, 2011  $ 16,364,000  $ 100,000  $ 75,000  $ 98,214  $ 1,338,616  $ 17,975,830 
Additions   281,678   -   -   -   -   281,678 
Depletion   (170,960)   -   -   -   -   (170,960)
Balance, January 31, 2012  $ 16,474,718  $ 100,000  $ 75,000  $ 98,214  $ 1,338,616  $ 18,055,409 

 
Missouri
 
The Company’s Missouri lease holdings totaled 37,106 gross acres with 99.1% operating interest which reflects sales in the second and third quarter of 1,013
gross acres for cash consideration of $31,139.  On separate pilot projects at Deerfield (being Marmaton River and Grassy Creek), Gravis has built two 500
barrel of oil per day steam drive production facilities comprised of 116 development production wells, 39 steam injection wells and 14 service and observation
wells.  Throughout the Deerfield area, the Company has drilled 73 exploration/delineation wells with a 67% success rate.
 
Phases I and II of the Marmaton River steam drive project together occupy 20 acres of project land developed as a pre-commercial project, which includes a
steam generation and oil treating plant with a throughput capacity of 500 barrels of oil per day, 23 steam injection wells, 64 producing wells, and 6 service
and observation wells. All Phase II wells have been tied in with steam injection initiated in 3 of 10 patterns. As at April 30, 2011, cumulative production at
Marmaton is 42,253 barrels of oil. However, operations were suspended in September 2011. When shut in, Phase I had produced approximately 96% of the
proved reserves assigned to it by the independent Qualified Reserves Evaluator, GLJ Petroleum Consultants (" GLJ"). Phase II, in which only 3 of 10 patterns
had been started up, had produced approximately 2% of its assigned proved reserves.
 
The Grassy Creek steam drive project has a steam injection and production treating plant similar to Marmaton River with a design capacity of 500 barrels of
oil per day.  Phase I of the project consists of 46 production wells, 15 steam injection wells, and 6 service and observation wells occupying approximately 20
acres of the project site. As at January 31, 2012, cumulative production at Grassy Creek was 30,875 barrels of oil. In April 2011, the Company drilled,
completed and equipped the first of several Phase II patterns utilizing improved technology and methods that leverage experiences gained from operating Phase
I. The pattern was put into operation in early May 2011. Temperature profiles increased as planned and early oil production indications were
positive.  However, due to capital constraints since fiscal year-end, Gravis suspended operations at Grassy Creek in September 2011. When shut in, Phase I
had produced approximately 15% of the proved reserves assigned to it by GLJ.  Phase II, in which only one small demonstration pattern had been drilled up,
had not produced a measurable amount of its assigned proved reserves.
 
Previous production operations at Marmaton River and Grassy Creek achieved encouraging initial oil production with combined monthly average rates above
200 bbls per day of clean sales oil achieved in March and April of 2010. Gravis would anticipate increased production potential as a result of additional
investment in technology, coupled with experience gained from its initial operations. It is anticipated that both the Marmaton River and Grassy Creek projects
could develop 250 to 300 acres of their respective 320 acres of leases over their 25 to 30 year project life. Additional drilling phases on each of these projects
would be necessary to reach the 500 barrel per day target oil production rates. It is further anticipated that a number of additional projects of similar design and
size may be drilled and constructed across Gravis' Missouri lease holdings.
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GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
OPERATIONAL AND PROJECT REVIEW - continued
 
Gravis sold all of its oil production for a field gate price equivalent to 80% of the NYMEX posted price for West Texas Intermediate oil sales.  Gravis
purchases natural gas to fuel its boilers for an "at the burner tip" price approximately equivalent to the NYMEX Henry Hub spot price for natural gas.
 
While Gravis believes that future uninterrupted commercial operations, taking advantage of what has been learned in the pilot operations, would be
commercially viable, the Company is uncertain of its ability to achieve these results for the following reasons:
 
 · SOR performance may not reach the full cycle range of 7:1 to 9:1 as expected which would in turn lead to operating costs higher than forecast;
 
 · The Company has identified two critical project design improvements that will be included in future development. Those are the installation of low-

cost observation wells, and cased-through-reservoir well construction. These improvements are not expected to have a significant impact on future
development costs. However, Grassy Creek Phase I and Marmaton River Phase II projects must be retrofitted at a cost of approximately $300,000 per
project;

 
 · Grassy Creek Phase I has produced to date approximately 15% of its proved reserves estimate and has remaining recoverable reserves of 172 Mbbl.

The initial time to warm the formation to full production capacity was estimated at 9 months.  Grassy Creek Phase I may require additional warming
time of up to 3 months. That would result in increased cost to recover the remaining reserves of up to $1.50 per bbl for Grassy Creek Phase I;

 
 · Operating costs, as noted in the overview section above, have been significantly higher than forecast during operation of the pilot projects, and while

Gravis expects full cycle operating costs to be in range of $29 per bbl to $32 as forecast, there can be no guarantee that operating costs will not vary
either lower or higher than forecast; and

 
 · In September 2011, Gravis shut in all operations in Missouri, having been unable to secure sufficient funding on commercially acceptable terms to

follow through to commercially successful exploitation of its Missouri reserves. Including funds to implement the planned modifications to wells in
Grassy Creek Phase I, and Marmaton River Phase II, for operating costs to bring the projects to full production rates, for contingencies, and for
Corporate purposes, Gravis will need to secure financing of approximately $8.7 million in order to re-commence operations in both Grassy Creek
and Marmaton River projects

 
As at April 30, 2011, the Company determined that its capitalized costs for the proven and unproven Missouri land exceeded the ceiling limitation.  As a
result, during the year ended April 30, 2011, the Company recorded an impairment charge of $9,066,590 on the Missouri projects and now carries the value
of the Missouri properties at the value of proved and probable reserves.  Owing to improved pricing since April 30, 2011, the Company did not record any
impairment in the nine months ended January 31, 2012.  It will, however, continue to review the status of the project and its ability to secure financing and
may in the future record an impairment.
 
In March 2012 the Company sold lease holdings of 2,944 gross and net acres for cash consideration of $147,200.
 
Kentucky
 
The Kentucky lease holdings include a 37.5 % working interest in 29,147 unproved gross acres (10,930 net acres).  The Kentucky property is mainly
undeveloped land and therefore was not assigned any reserve value under either the SEC or Canadian prepared independent reserve reports.
 
On September 21, 2010, the Company and its 62.5% working interest partner (together the " Farmor") signed a farm-out agreement for their interest in 5,100
net acres in the Little Muddy Area of Butler County, Kentucky to a Houston-based independent exploration and production company (" Farmee").
 
On December 4, 2010, this farm-out agreement was expanded to cover the full 29,147 unproved gross acres. All acreage leased in Kentucky by the Farmor
and the Farmee in Butler, Warren, Edmonson and Muhlenberg counties was pooled and subject to the new agreement.  During September 2011, the Company
reviewed the situation with the Farmee with its working interest partner.  As a result of this review Gravis and its working interest partner agreed that there was
a lack of development activity by the Farmee and that they should seek a release from the agreement.
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GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
OPERATIONAL AND PROJECT REVIEW - continued
 
During the year ended April 30, 2011, the Company recorded an impairment charge of $3,179,174 on the Kentucky project as a result of the lack of
development activity by the Farmee and the curtailment of Company plans to continue exploration on the project due to a lack of available capital.   As a result
of these factors and to help raise capital for other purposes the Company is seeking to dispose of its interest in this property.  To date no offers have been
received on the property and the amount that may be ultimately realized is uncertain. The Company did not record any impairment in the nine months ended
January 31, 2012.
 
Montana
 
The Montana leases total 3,982 gross acres (2,388 net) divided amongst two prospects: Devils Basin and Teton.   The leasehold in the Devils Basin prospect
totals 1,175 gross acres (881 net acres).  Gravis currently owns a 75% working interest in this prospect.  There are two active leases in the Teton Prospect
totaling 2,807 gross acres (1,507 net acres). Gravis currently owns a 53.69% working interest in this prospect.
 
Trade seismic was purchased on the Devils Basin prospect to identify one or more prospective drill locations targeting light oil from the Heath Shale.  The
Company has no near-term plans to proceed with the project.
 
During the year ended April 30, 2011, the Company recorded an impairment charge of $602,913 on the Montana project.  The impairment was recorded due
to the expiry of leases and the continued curtailment of plans to continue exploration on the lands in the near term because of the lack of capital available for
this project.  The remaining costs represent the Company’s estimate of the fair value of the leases as determined by sales in the area for long-term leases with
farmout potential and related seismic value. The Company did not record any impairment in the nine months ended January 31, 2012.  Subsequent to the
third quarter, on April 17, 2012, the Teton Prospect leases expired.
 
Kansas
 
The Chetopa project is a pre-commercial heavy oil demonstration project located two miles south of Chetopa, Kansas.  The project is currently suspended,
and includes certain oil and gas equipment and a 100% interest in one oil and gas lease covering 320 net acres.   On April 2, 2012, The Company sold its
interest in the Chetopa Project for cash consideration of $7,100 and for a royalty of $5 per bbl on future production with a royalty cap of $1.0 million.
 
Other
 
Other costs consist primarily of five used steam generators and related equipment that will be assigned to future projects.  In March 2012, the Company sold
one of its five steam generators, located in Lloydminster, Alberta for cash consideration of CDN $215,000.
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GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
FINANCIAL REVIEW
 
Oil sales
 
During the nine months ended January 31, 2012, the Company’s Missouri properties produced 5,788 barrels of oil that was sold at an average price (net of
royalties) of $77 per barrel as compared to production of 18,147 barrels sold at an average price (net of royalties) of $60 per barrel for the nine months ended
January 31, 2011.
 
Production was negligible in the current quarter compared to the October 31, 2011 quarter due to the cessation of operations in early September.
 
Interest income
 
Interest income for the nine months ended January 31, 2012, is primarily comprised of interest earned on the long-term receivable at US bank prime rate plus
3%.
 
Operating expenses
 
During the three and nine months ended January 31, 2012, the Company incurred operating costs of $112,686  and $1,262,840, respectively.  The primary
purpose of the Company’s activities to date has been to gather information related to its oil and gas resources so that a production plan can be put into
place.  As such the cost per barrel is not deemed to be indicative of future costs.  Operating expenses in the third quarter of fiscal 2012 were negligible as a
result of shutting down operations in September 2011.
 
Impairment of oil and gas assets
 
Impairment charges were recorded on the Missouri, Montana and Kentucky properties during the fourth quarter of the year ended April 30, 2011.  These
impairments were recorded in the fourth quarter due to:
 
 · the lack of funds available to the Company at year-end and into fiscal 2012;
 
 · the limited progress in attracting additional funds from March 2011 until September 2011; and
 
 · the reduction in remaining lease term of a significant part of the acreage.
 
Management did not consider an impairment charge appropriate earlier in the fiscal year, as they expected to be able to attract funds that would enable the
Company to continue their activities, including development of the unproved properties.  This expectation was supported by the fact that investors provided
$4 million in convertible loans to the Company in December 2010 and January, February and July 2011 and the (anticipated) conversion of part of the
convertible debt in March and April 2011.  Further impairment may be necessary in the future.
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GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
FINANCIAL REVIEW - continued
 
General and administrative expenses
 

             
             
  Three Months Ended January 31   Nine Months Ended January 31  
  2012   2011   2012   2011  
Stock-based compensation             

Stock options  $ 16,372  $ 27,982  $ 62,362  $ 208,014 
Compensation warrants   -   -   -   - 
Consulting warrants   -   85,300   -   166,810 
Shares issued for services   -   -   -   - 
Less: capitalized portion   -   (715)  -   (4,960)

   16,372   112,567   62,362   369,864 
                 
Salaries and benefits   152,802   243,680   1,201,201   746,093 
Professional fees   60,366   290,782   194,748   517,833 
Investor relations   135   (55,149)  85,412   46,143 
Office administration   112,171   118,473   335,839   206,813 
Information technology   4,624   6,237   34,588   29,685 
Less capitalized portion   (31,948)  (53,151)  (93,864)  (162,775)
   298,150   550,872   1,757,924   1,383,792 
  $ 314,522  $ 663,439  $ 1,820,286  $ 1,753,656 

 
The primary variances in general and administrative expenses for the 2012 periods as compared to the 2011 periods are as follows:
 
§ Stock-based compensation expense relating to stock options in the three and nine months ended January 31, 2012 is lower due to expiration of

options.  There has been no activity related to the consulting warrants in the current period as they have been fully amortized
 
§ Salaries and benefits are lower in the three months ended January 31, 2012 due to the termination of operations and administrative personnel.
 
§ Professional fees, consisting of legal, audit, accounting and tax advisory fees are lower in the current three and nine months ended January 31, 2012 due

decreases in activity.  In addition in the prior periods legal fees were significantly higher due to the Company’s dispute with its landlord.
 
§ Office and administrative are higher in the current nine month period due to the cost of enhanced insurance coverage and the move of certain

administrative functions to Houston.
 
§ All field, administrative and G&A expenses are down in the current quarter due to cessation of operations.
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GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
FINANCIAL REVIEW - continued
 
Interest and accretion
 
Interest and accretion expense is related to convertible notes issued during the year ended April 30, 2011 and the quarter ended July 31, 2011:
 
 Principal amount Issue date Annual interest rate Effective interest rate
Junior Notes $2.5 million July 30, 2011 7.5% 47%
Senior I Notes $2.5 million July 30, 2011 12% 43%
Senior II Notes $4.6 million December 2010, January & March

2011
12% 43%

 
Interest and accretion expense for the nine months ended January 31, 2012, includes $48,147 of amortization of deferred transaction costs for the issuance of
the convertible notes.
 
Interest and accretion expense for the nine months ended January 31, 2011, includes $20,267 of interest on a natural gas purchase line of credit agreement
with a private lender.
 
Foreign exchange gain/loss
 
The net foreign exchange loss for the nine months ended January 31, 2012, is comprised of losses on the translation of Canadian dollar denominated
transactions and balances to US dollars.
 
The comparative quarter net foreign exchange gain is comprised of Canadian dollar foreign exchange losses on the translation of US dollar denominated
transactions and balances to Canadian dollars prior to the change of the Company’s functional currency to US dollars.
 
Change in fair value of derivatives
 
The decrease in the fair value of the following derivative liabilities during the nine months ended January 31, 2012, is due to the decrease in the market price of
the Company’s shares since April 30, 2011 and is recognized in the consolidated statement of operations as a change in fair value of derivatives income and
includes $259,704 for the expiry of Preferred B Options:
 

  
Preferred A
Warrants   

Preferred B
Options   

Note
Conversion

Features   Warrants   
Consulting
Warrants   Total  

Balance, April 30, 2010  $ 740,269  $ 590,640  $ -  $ -  $ -  $ 1,330,909 
Fair value at date of issue   -   -   1,883,200   1,808,070   166,810   3,858,080 
Conversion of Senior I Notes   -   -   (84,530)   -   -   (84,530)
Change in fair value   2,479,431   4,531,654   1,070,960   988,820   324,570   9,395,435 
Balance, April 30, 2011   3,219,700   5,122,294   2,869,630   2,796,890   491,380   14,499,894 
Exercise of Preferred B Options (b)   -   (1,904,496)   -   -   -   (1,904,496)
Expiry of Preferred B Options (b)   -   (259,704)   -   -   -   (259,704)
Preferred B Warrants (b)   -   -   -   1,636,300   -   1,636,300 
Change in fair value   (3,171,800)   (2,958,094)   (2,863,490)   (4,318,040)   (479,220)   (13,790,644)
Balance, January 31, 2012  $ 47,900  $ -  $ 6,140  $ 115,150  $ 12,160  $ 181,350 
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GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
SUMMARY OF QUARTERLY RESULTS

(000's except per share amounts)                         
  Fiscal 2012   Fiscal 2011   Fiscal 2010  
   Q3   Q2   Q1   Q4   Q3   Q2   Q1   Q4 
Total revenue ($)   34   73   362   464   229   173   716   992 
Net income (loss) ($) ¹   (1,285)   (1,122)   10,961   (24,107)   (6,115)   1,461   (949)   (3,800)
Basic net income (loss) per share ($) ²   (0.09)   (0.08)   0.78   (1.78)   (0.46)   0.11   (0.07)   (0.29)
Total assets ($)   18,897   19,430   20,654   21,719   34,784   31,780   32,930   31,597 

 
(1) Net income in Q1 2012 and Q2 2011 is due to fair value adjustments on derivatives. Larger losses incurred in Q4 2011 and Q4 2010 were a result of

impairments recorded on oil and gas assets.
 
(2) Sum of quarters may not add to total for the year due to rounding.
 
LIQUIDITY AND CAPITAL RESOURCES
 
As at January 31, 2012, the Company had a working capital deficiency of $4,010,542 compared to a working capital deficiency of $1,428,025 at April 30,
2011.
 
During June 2011 the Company raised $1.76 million on the exercise of 17,600 Preferred B Options.
 
As noted above, during September 2011 the Company was cease traded by the Alberta Securities Commission and The British Columbia Securities
Commission for failure to file certain financial information.  As of the date of this report the cease trade orders have not been revoked and no assurances can be
given as to when or if they will be revoked.  Until these cease trade orders are revoked the Company’s ability to raise capital is significantly restricted.
 
Gravis expects that its current capital and its other existing resources will be sufficient only to provide a limited amount of working capital.  In addition, the
Company lacks the resources to repay the Senior I Notes and the Junior Notes (as defined herein) as they have reached maturity, nor the Senior II Notes as
they become due.  While the Company has not been notified of any intention on the part of the creditors to enforce their rights, there can be no assurance that
they will not demand repayment and force their security interests against the Company’s assets.  The Company will require additional capital to continue
to operate its business and to further expand its exploration and development programs. However, there can be no assurance that Gravis will be able to obtain
additional capital when required. Furthermore, the inability to secure capital in a timely basis may have a significantly negative impact on its future
consolidated results of operations, financial condition and its ability to continue as a going concern.
 
Investing activities
 
During the nine months ended January 31, 2012, the Company incurred $281,678 of expenditures on oil and gas assets compared to $942,841 for the nine
months ended January 31, 2011.
 
On July 30, 2010, the Company and MP1 entered into an arrangement whereby the Company acquired Mega Partners 1, LLC's (" MP1") 10% working
interest in the projects in exchange for a 2.75% gross overriding royalty interest effective July 1, 2010. Under this arrangement, the Company converted a
receivable related to joint venture capital and operating costs owing by MPI on its Marmaton River and Grassy Creek projects in Missouri to a promissory
note, and the Company will recover the balance of the amount due from 50% of the gross overriding royalty payments to MP1. During the time the long term
receivable is outstanding, the Company will receive interest on the outstanding balance at the U.S. bank prime rate plus three percent (3%).  As at January 31,
2012, the balance of the long-term receivable was $294,025. There is no assurance that the Company will collect any or all of these receivables.
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GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
LIQUIDITY AND CAPITAL RESOURCES - continued
 
Financing activities

In June 2011, the Company raised $1.76 million pursuant to the exercise of 17,600 Preferred B Options and issued 15,399,125 Preferred B Warrants (as
defined herein) exercisable at $0.20 until June 7, 2016.  The remaining 2,400 Preferred B Options expired unexercised.

On July 30, 2010, the Company closed a $2.5 million financing with a group of its existing shareholders.  The transactions included the issuance of $2.5
million in senior secured convertible notes (" Senior I Notes"), the conversion of the outstanding Preferred A Shares into junior secured convertible notes
("Junior Notes") and the reacquisition by Gravis of a 10% working interest in the Marmaton River and Grassy Creek projects in exchange for a 2.75%
overriding royalty interest on the same properties.

A summary of the features and terms of the prior financing activities are as follows, on a pre-consolidation basis:
 
 · Issuance of Senior I Notes for proceeds of $2.5 million, maturing on January 30, 2012 with an annual coupon rate of 8% cash or 12% in additional

Senior I Notes at the Company’s option until January 30, 2011 and at the holder’s option thereafter.  Senior I Notes are redeemable in cash at any time
or convertible into common shares at $0.50 per common share at the Company’s option if the underlying shares are freely tradable and common
shares trade at or above $2.50 per share for the previous 20 consecutive trading days and the daily average trading volume has been in excess of
$750,000 per day for the same period.  In the event of redemption before the end of the term, there will be a 5% premium due on the investment
amount. Note holders may elect to receive the redemption in common shares at the conversion price.  Senior I Note holders received one warrant for
each $0.05 principal amount of the Senior I Notes for 5,000,000 warrants (" Senior I Warrants").  Senior I Warrants are exercisable at $0.20 per
share until July 29, 2013.

 
 · Conversion of 22,000 Preferred A Shares plus accumulated dividends of $301,069 into $2,501,069 of Junior Notes maturing on July 30, 2013 with

an annual coupon rate of 5% cash or 7.5% in additional Junior Notes, at the Company’s option and at the holder’s option thereafter.  Junior Notes are
redeemable in cash at any time or convertible into common shares at $0.50 per common share at the Company’s option provided: i) production from
the Missouri Deerfield project is 15,000 barrels of oil in a 30 day period; ii) the common shares have traded at or above $2.50 per share for the
preceding 20 consecutive trading days; and iii) the daily average dollar trading volume has been in excess of US $750,000 per day for the same 20
day period.

 
 · Extension of the expiry date on the outstanding option to acquire Series B Preferred Shares to May 24, 2011 (further extended to June 7, 2011).
 
 · Re-acquisition of a 10% working interest in the Company’s Missouri Marmaton River and Grassy Creek projects from MP1 in exchange for a 2.75%

gross overriding royalty interest on the projects, effective July 1, 2010, as noted above.
 
 o In addition:
 
 · MP1 retains the option to acquire up to an additional 10% interest in future projects within the Deerfield Area, on a project by project basis, by

paying up to a $300,000 equalization payment per project and thereafter its proportionate share of all future development and operating costs in
respect of such project, including a proportionate share of facility costs.

 
 · For a period which is the latter of either the Series A or B Preferred Shares (or the underlying investment rights to buy Series B Preferred Shares)

being outstanding or August 28, 2011, MP1 had the option to acquire up to a 20% proportionate interest in any of the Company’s properties outside
of the Deerfield Area by paying a proportionate 133% of the Company’s costs-to-date in respect of such property and the option to participate with the
Company in any future oil and gas property acquisitions for a proportionate 20% share of any such acquisition. This option expired.
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GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
LIQUIDITY AND CAPITAL RESOURCES - continued
 
On September 21, 2010, the Company and its working interest partner farmed out 5,100 net acres in the Little Muddy Area of the Company’s Kentucky
project.
 
On December 28, 2010, January 31, 2011, and March 7, 2011, the Company issued a total of $4.6 million senior secured convertible notes (" Senior II
Notes").
 
A summary of the features and terms of the Senior II Notes are as follows:
 
 · Issuance of Senior II Notes for proceeds of $4.6 million, maturing 18 months after closing, with an annual coupon rate of 8% cash or 12% in additional

Senior II Notes at the Company’s option for the first six months after closing and at the holder’s option thereafter.  Senior II Notes are redeemable in cash
at any time or convertible into common shares at $0.20 per common share at the Company’s option if the underlying shares are freely tradable and
common shares trade at or above $2.50 for the previous 20 consecutive trading days and the daily average trading volume has been in excess of
$750,000 per day for the same period.  Senior II Note holders received one warrant for each $0.50 principal amount of the Senior Notes for 9,200,000
warrants (Senior II Warrants).  Senior II Warrants are exercisable at $0.25 per share for a period of 36 months after closing.

 
In the event the Company issues common shares or securities convertible into or exercisable for common shares at a price per share or conversion or exercise
price less than the conversion or exercise prices agreed to for each note, the conversion price of the notes and the exercise price of the warrants are automatically
reduced to lower prices.  The number of warrants outstanding will be increased such that the expected exercise proceeds remain unchanged.
 
On December 28, 2010, the conversion price of the Senior I Notes and Junior Notes was reduced from $0.50 to $0.20 per share and the exercise price of the
Senior I Warrants was reduced from $0.50 to $0.25 per share.

During 2011, the Company issued 2,720,000 warrants to a consultant for professional services.   The warrants are exercisable at $0.25 per common share.
These warrants expire three years from the date of issuance.  As at January 31, 2012, these warrants have a weighted average life remaining of 2.3 years.

Common shares and dilutive instruments
 
The Company’s common shares trade in the United States on the Over-the-Counter Bulletin Board exchange (" OTC").
 
The number of outstanding shares and the number of shares that could be issued if all dilutive instruments are converted to shares is as follows:
 

As at  
January 31

2012   
October 31

2011   
July 31
2011   

April 30
2011  

Common shares (1)   14,078,947   14,078,947   14,078,947   14,078,947 
Preferred A Warrants (3) (11)   19,250,000   19,250,000   19,250,000   19,250,000 
Preferred B Shares (4)  (11)   8,799,500   8,799,500   8,799,500   10,000,000 
Preferred B Warrants (4) (11)   15,399,125   15,399,125   15,399,125   17,500,000 
Senior I Notes (5) (11)   11,750,000   11,750,000   11,750,000   11,750,000 
Senior I Warrants (5) (11)   12,500,000   12,500,000   12,500,000   12,500,000 
Senior II Notes (6) (11)   23,000,000   23,000,000   23,000,000   23,000,000 
Senior II Warrants (6) (11)   9,200,000   9,200,000   9,200,000   9,200,000 
Junior Notes (2) (11)   12,505,340   12,505,340   12,505,340   12,505,340 
Consulting Warrants (7)   2,720,000   2,720,000   2,720,000   2,720,000 
Stock Options (1)  (9)   1,404,300   1,404,300   1,404,300   1,404,300 
Compensation Warrants (1)  (9)   480,000   480,000   480,000   480,000 
Accrued Senior I Notes (interest) (10)(11)   2,080,518   1,725,123   1,415,096   1,105,068 
Accrued Senior II Notes (interest) (10)(11)   2,792,547   2,096,877   1,401,205   705,534 
Accrued Junior Notes (interest) (10)(11)   1,413,272   1,176,872   940,470   704,068 
   137,373,549   136,086,084   134,843,983   136,903,257 
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As at and for the three and nine months ended January 31, 2012
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LIQUIDITY AND CAPITAL RESOURCES - continued
 
(1) As at January 31, 2012, senior management and directors held an aggregate of 120,000 common shares, 250,000 Preferred B shares, 250,000

Preferred B warrants (as defined herein) and 1,192,500 stock options.
 
(2) The Junior Notes are redeemable in cash at any time at the Company’s option or convertible into common shares at $0.20 per common share at the

Company’s option under terms and conditions specified in the agreement.
 
(3) The Preferred A Warrants remain as issued on August 28, 2009. Each warrant allows the holder to purchase one common share at US $0.20 per

share for a period of five years from issuance.
 
(4) Pursuant to an offering to investors, lead by the Iroquois Capita l Opportunity Fund L.P.  and in conjunction with the issuance of the Preferred A

Shares, on August 28, 2009 Gravis granted to investors acquiring Preferred A Shares,  options to purchase up to 20,000 Preferred В Shares, at a
price of $100 per Preferred В Share (the “Preferred B Options”).  The Preferred B Options became exercisable on November 25, 2009 and were
valid until November 26, 2010 (extended to June 7, 2011).  On June 7, 2011, the Company issued 17,599 Preferred В Shares on the exercise of
17,599 Preferred В Options for gross proceeds to the Company of $1,759,900.  Each Preferred В Share is convertible into common shares, at
the option of the holder without payment of additional consideration, such that the holder is entitled to 500 common shares per Preferred В Share
so converted. After 12 months from the date of issue, the Company can force the conversion of the Preferred В Shares provided certain conditions
are met. The remaining 2,401 Preferred В Options expired unexercised.
 
In conjunction with the exercise of the Preferred B Options, the Company issued to the investors acquiring Preferred B Shares 875 common share
purchase warrants ("Preferred В Warrants") for each Series B Preferred Share purchased for a total of 15,399,125 Preferred B Warrants in
aggregate. Each Preferred В Warrant allows the warrant holder to purchase a common share at US $0.20 per share until June 7, 2016.

 
(5) On July 30, 2010, the Company issued US $2,500,000 of Senior I Notes.  The Notes are redeemable in cash at any time at the Company’s option

or convertible into common shares at $0.20 per common share at the Company’s option under terms and conditions specified in the agreement.
 
One Senior I Warrant has been issued to the holder for each $0.20 principal amount of the Senior I Notes for a total of 12,500,000 warrants
exercisable at $0.20 per share.

 
(6) In December 2010, January 2011 and March 2011, the Company issued US $4,600,000 of Senior II Notes.  The Notes are redeemable in cash at

any time at the Company’s option or convertible into common shares at US $0.20 per common share at the Company’s option under terms and
conditions specified in the agreement.
 
One Senior II Warrant has been issued to the holder for each $0.50 principal amount of the Senior II Notes for a total of 23,000,000 warrants
exercisable at $0.25 per share.

 
(7) Consulting warrants are exercisable at $0.25 per share.
 
(8) Stock options are exercisable at a weighted average exercise price of $0.60 per share.
 
(9) Compensation warrants are exercisable at $0.50 per share.
 
(10) Interest accrued on the junior notes and the senior notes are payable in additional junior notes and senior notes.  As at January 31, 2012,

$999,774 (December 20, 2011 – $1,134,785) of accrued interest is convertible at $0.20 per share.
 
 (11) As of December 20, 2011, the holders of the Senior I & II Notes and Junior Notes upon exercise or conversion of all dilutive derivative instruments

held by them, would hold a total of approximately 118,077,892 common shares or 86.3% of the fully diluted common shares of Gravis, and
could have the ability to control all matters submitted to Gravis' shareholders for approval (including the election and removal of directors and any
merger, consolidation or sale of all or substantially all of our Company's assets) and to control the Company's management and affairs. 
Accordingly, this potential concentration of ownership may have the effect of delaying, deferring or preventing a change in control of the
Company, impeding a merger, consolidation, takeover or other business combination involving the Company or discouraging a potential acquirer
from making a tender offer or otherwise attempting to obtain control of the Company, which in turn could have a material adverse effect on the
market price of Gravis’ shares.
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CONTINGENCY AND CONTRACTUAL OBLIGATIONS
 
(a) Contingency:

 
In January 2010, the Company experienced a flood in its office premises as a result of a broken water pipe. There was significant damage to the
premises rendering them unusable until remediation had been completed by the landlord. Pursuant to the lease contract, the Company has asserted
that rent should be abated during the remediation process and accordingly, the Company has not paid rent since December 2009. During the
remediation process, the Company engaged an independent environmental testing company to test for air quality and for the existence of other
potentially hazardous conditions. The testing revealed the existence of potentially hazardous mould and the consultant provided specific written
instructions for the effective remediation of the premises. During the remediation process, the landlord did not follow the consultant’s instructions
and correct the potentially hazardous mould situation and subsequently in June 2010 gave notice and declared the premises to be ready for
occupancy. The Company re-engaged the consultant to re-test the premises and the testing results again revealed the presence of potentially
hazardous mould. The Company has determined that the premises are not fit for re-occupancy and considers the landlord to be in default of the
lease and the lease terminated.
 
The landlord disputes the Company’s position and has given notice that it considers the Company to be in default of the lease for failure to re-
occupy the premises.
 
In addition, the landlord has claimed that the Company owes monthly rent for the premises from January 2010 to June 30, 2010 in the amount of
$234,871 (Cdn$234,098) and has claimed that, as a result of the alleged default, pursuant to the terms of the lease, the Company owes three
months accelerated rent in the amount of $109,044 (Cdn$108,685).
 
The landlord has also asserted that the Company would be liable for an amount up to the full lease obligation of $1,504,924 (Cdn$1,510,816)
which otherwise would have been due as follows:

 
Year Ended April 30  

2011 $ 445,968 
2012  445,968 
2013  445,968 
2014  167,020 

Thereafter  - 
  $ 1,504,924 

 
 To date, no legal action has been commenced by the landlord and the cost, if any, to the Company is not determinable. Accordingly, no amounts

related to rent or the disputed lease obligation have been recorded in these financial statements.
 
(b) Severance Obligation:

 
At January 31, 2012 pursuant to employment agreements with a senior officer, the Company is obligated to pay up to $195,684 (Cdn$195,040)
under certain events around employment termination.

 
(c) Legal Proceedings:
 
Except as noted above under contingency , there are no legal actions either in process or pending and the Company is not aware of any contemplated, legal,
governmental or arbitration proceedings, including those related to bankruptcy, receivership or those involving a third party which have, or may have,
significant effects on the Company’s financial position or profitability.
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TRANSACTIONS WITH RELATED PARTIES
 
All related party transactions were in the normal course of operations and measured at fair value, which is the amount agreed upon by the transacting
parties.  In addition to the transactions disclosed elsewhere in these financial statements, the Company had the following related party transaction:
 
During the nine months ended January 31, 2012, the Company paid $31,062 (Nine months ended January 31, 2011 – $127,789) in professional fees to a
law firm, where the former corporate secretary of the Company is a partner.  As at January 31, 2012 and April 30, 2011, accounts payable and accrued
liabilities included $6,888 and $522 respectively due to the law firm .
 
SUBSEQUENT EVENTS
 
In March 2012, the Company completed the sale of oil and gas mineral leases on 2,944 net acres in Missouri for $147,200.00.   Additionally, in April 2012,
the Company completed the sale of wells, equipment and the lease in Kansas for cash consideration of $7,100 and for a royalty of $5 a barrel on future
production with a cap of a $1.0 million.  Additionally, in April 2012, the Teton Prospect leases in Montana expired.
 
CRITICAL ACCOUNTING POLICIES AND ESTIMATES
 
The Company’s accounting policies are described in Note 3 to the interim consolidated financial statements as at and for the three and nine months ended
January 31, 2012.  The consolidated financial statements are prepared in conformity with US GAAP.
 
The preparation of the financial statements requires making estimates and judgments that affect the Company’s reported amounts of assets, liabilities, revenue
and expenses.  On an ongoing basis the Company evaluates the estimates, including those related to acquisitions, status of oil and gas projects (proved or
unproved), asset impairment, tax valuation allowances, volatility and market value of Gravis’ share price, the valuation of preferred shares and
contingencies.  These estimates are based on information that is currently available to us and on various other assumptions that the Company believes to be
reasonable under the circumstances.  Actual results could vary from those estimates under different assumptions and conditions.
 
The critical accounting policies that affect the more significant judgments and estimates used in preparation of the Company’s consolidated financial
statements are described below.
 
Oil and gas operations
 
Gravis follows the full cost method to account for its oil and gas operations, whereby all costs of exploring for and developing oil and gas reserves are
capitalized and accumulated in country-by-country cost centers.  These capitalized costs will be depleted using the unit-of-production method based on
estimates of proved reserves once the underlying property is considered proved.  The costs related to unproved properties are not subject to depletion.  Factors
used to make this assessment included commercial production levels on demonstration projects for an extended period of time and the existence of proved
reserves which are not yet considered commercially viable and which require additional capital to complete their ultimate development.
 
The capitalized costs in each unproved project are assessed to determine whether it is likely such costs will be recovered in the future.  Costs which are not
likely to be recovered in the future are written-off.  Gravis assesses the carrying amounts of Gravis’ unproved oil and gas assets for impairment by assessing
the likelihood of recovering the Company’s costs through cash flow projections of future net revenues.
 
Management prepared estimates of future net revenues using internal and independent estimates of resource potential.  The process of estimating quantities of
resource potential is inherently uncertain and complex. It requires significant judgments and decisions based on available geological, geophysical, engineering
and economic data. These estimates may change substantially as additional data from ongoing exploration activities becomes available and as economic
conditions impacting oil and gas prices and costs change. Gravis’ resource estimates are based on assumed exploration success, availability of future capital
to finance development, future production forecasts, prices and economic conditions.  Additional assumptions and estimates used in the future net revenue
calculations include:
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GRAVIS OIL CORPORATION
Management’s Discussion and Analysis
As at and for the three and nine months ended January 31, 2012
(in United States dollars unless otherwise indicated)

 
CRITICAL ACCOUNTING POLICIES AND ESTIMATES - continued
 
 · estimates of production and recovery rates, which vary depending on the method of extraction used and the characteristics of the reservoir and

resource estimates;
 
 · estimates of operating costs, which vary with equipment and facility efficiency, inflation;
 
 · estimates of future capital costs, which vary with inflation, equipment and facility performance;
 
 · Significant changes in these factors could reduce the Company’s estimates of future net revenues and accordingly could result in an impairment of its

oil and gas assets.  Management will perform quarterly assessments of the carrying amounts of its oil and gas assets as additional data from ongoing
exploration activities becomes available.

 
As a result of these procedures, the Company recorded a $12,848,677 impairment charge on its properties during the year ended April 30, 2011.  The
Company did not record any impairment in the nine months ended January 31, 2012.
 
Fair value of the Company’s common shares, options and warrants and derivatives
 
Gravis used valuation techniques that rely on unobservable inputs for its derivatives to estimate their fair values such as expected volatility rates comparable to
peer companies.
 
The fair value of options and warrants granted and the conversion feature of convertible notes were based on Black-Scholes and binomial pricing models,
which use the common share fair value on the grant date as an input. 
 
PENDING ACCOUNTING CHANGES
 
The FASB has issued ASU No. 2010-13, Compensation – Stock Compensation (Topic 718): Effect of Denominating the Exercise Price of a Share-Based
Payment Award in the Currency of the Market in Which the Underlying Equity Security Trades. This ASU codifies the consensus reached in EITF Issue No.
09-J, "Effect of Denominating the Exercise Price of a Share-Based Payment Award in the Currency of the Market in Which the Underlying Equity Security
Trades." The amendments to the Codification clarify that an employee share-based payment award with an exercise price denominated in the currency of a
market in which a substantial portion of the entity’s equity shares trades should not be considered to contain a condition that is not a market, performance, or
service condition. Therefore, an entity would not classify such an award as a liability if it otherwise qualifies as equity. This rule will not have a material
impact on the Company’s financial position or results of operations.  The Company has applied the principles from the update in its financial reporting.
 
In January 2010, the FASB issued Accounting Standards Update 2010-06, Fair Value Measurements and Disclosures (Topic 820): Improving Disclosures
about Fair Value Measurements. The ASU amends Subtopic 820-10 with new disclosure requirements and clarification of existing disclosure requirements.
New disclosures required include the amount of significant transfers in and out of levels 1 and 2 fair value measurements and the reasons for the transfers. In
addition, the reconciliation for level 3 activity will be required on a gross rather than net basis. The ASU provides additional guidance related to the level of
disaggregation in determining classes of assets and liabilities and disclosures about inputs and valuation techniques. The amendments are effective for annual
or interim reporting periods beginning after December 15, 2009, except for the requirement to provide the reconciliation for level 3 activities on a gross basis,
which will be effective for fiscal years beginning after December 15, 2010. The Company is currently assessing the impact of ASU 2010-6 and does not
expect the adoption of this guidance to have a material impact on its consolidated financial statements.
 
The FASB has issued ASU 2011-05, Comprehensive Income: Presentation of Comprehensive Income, the requirements of which increase the prominence of
other comprehensive income in financial statements.  The Company is currently assessing the impact of ASU 2011-05 and does not expect adoption of this
guidance to have a material impact on its consolidated financial statements.
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FINANCIAL INSTRUMENTS

Expected maturities of the Company's financial instruments are presented in the following table:
 
  2012   2013   2014   2015   2016   Total   
Cash and cash equivalents  $ 1,179,838  $ –  $ –  $ –  $ –  $ 1,179,838 
Cash in escrow   658,000   –   –   –   –   658,000 
Accounts receivable   231,316   –   –   –   –   231,316 
Long-term receivable   100,000   194,862   –   –   –   294,862 
  $ 2,169,154  $ 194,862  $ –  $ –  $ –  $ 2,364,016 
 
  2012   2013   2014   2015   2016   Total   
Accounts payable and accrued liabilities  $ 1,251,736  $ –  $ –  $ –  $ –  $ 1,251,736 
Interest payable   505,696   –   –   –   –   505,696 
Liability portion of convertible notes   1,626,243   3,293,928   1,746,092   –   –   6,666,263 
Derivatives   –   1,568,910   4,588,990   3,219,700   5,122,294   14,499,894 
  $ 3,383,675  $ 4,862,838  $ 6,335,082  $ 3,219,700  $ 5,122,294  $ 22,923,589 
 
OFF BALANCE SHEET ARRANGEMENTS
 
The Company does not have any off balance sheet arrangements other than the items noted above in contractual obligations.
 
RISKS AND UNCERTAINTIES
 
Trading of Gravis common stock is as of the date of this report halted for trading in Alberta and British Columbia, Canada as a result of failure
to file financial information on a timely basis.
 
Gravis is a reporting issuer in Alberta, Canada and as such has certain reporting obligations. On September 7, 2011 the Alberta Securities Commission issued
a cease trade order pertaining to the trading of the Company’s securities in Alberta until it files its amended April 30, 2011 audited consolidated financial
statements and management's discussion and analysis and the Alberta Securities Commission revokes or varies this order. The Company is also an Over the
Counter reporting issuer under British Columbia Instrument 51-509 and as such, has certain reporting obligations in British Columbia, Canada.
 
On September 8, 2011 the British Columbia Securities Commission issued a cease trade order pertaining to the trading of the Company’s securities in British
Columbia until it files its amended April 30, 2011 audited consolidated financial statements and management's discussion and analysis, an annual
information form for the year ended April 30, 2011 and the Executive Director of the British Columbia Securities Commission makes an order revoking the
cease trade order.  There is no guarantee that the cease trade orders will ever be revoked.
 
Gravis has yet to attain profitable operations and because the Company needs additional financing to fund its exploration activities, there is a
doubt about the Company’s ability to continue as a going concern.
 
To date, the Company has not established a project on any of its properties that generates commercial revenues.  The Company’s short-term prospects depend
upon the success of the production response to re-steaming and other remedial operations at its Marmaton River and Grassy Creek projects in Missouri which
have been shut in effective September 2011.  For the nine months ended January 31, 2012, Gravis reported net income of $8,597,833 which included a
$14,050,348 unrealized fair value adjustment gain on derivatives; excluding this gain, Gravis incurred a net loss of $5,452,515. Gravis has an accumulated
deficit from development stage of $127,455,321 to January 31, 2012.  The Company has not generated significant revenues nor has it realized a profit from
operations to date.  Any profitability in the future from the business will be dependent upon locating and developing economic reserves of oil and gas, which
itself is subject to numerous risk factors as set out herein and in the Company’s AIF.
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RISKS AND UNCERTAINTIES - continued
 
Gravis requires additional financing to continue as a going concern.
 
The Company will need additional financing as described herein to fund the development of its projects to commercial viability.  Gravis’ future operations are
dependent upon its ability to continue to obtain financing and ultimately achieve profitable operations.  Additional capital may be in the form of equity, debt,
sale of properties, joint venture farmouts or any combination thereof, but assumes the revocation of the cease trade orders.
 
However, as noted above, during September 2011 the Company was cease traded by the Alberta and British Columbia Securities Commission for failure to
file certain financial information.  As of the date of this report the cease trade orders have not been revoked and no assurances can be given as to when or if
they will be revoked. Until these cease orders are revoked the Company’s ability to raise capital is significantly restricted.

Operating costs have exceeded Gravis' expectations and production has been low when operations were underway.

Operating costs on the Missouri properties have been excessively high and have prevented Gravis from attaining expected results. Additionally, production has
been below expectations and may never be sufficient to reach full commercial development.

The oil and gas industry is highly competitive and Gravis may be unsuccessful in acquiring further leases.
 
The oil and gas industry is intensely competitive.  Gravis competes with numerous individuals and companies, including many major oil and gas companies,
which have substantially greater technical, financial and operational resources and staff for suitable business opportunities, desirable oil and gas properties
for drilling operations, drilling equipment and funds.  Gravis may be unable to raise the necessary funds or complete any projected work.
 
Gravis’ primary and most valuable assets are pledged as security against the Company’s indebtedness.
 
In order to finance its exploration activities with a view toward establishing commercial operations, the Company has pledged its assets in Missouri as security
against its Senior Notes and Junior Notes. Default by the Company on the terms of any of these credit instruments could lead to foreclosure and the ultimate
loss of these assets.
 
As the Company is intending on disposing of its properties in Kentucky, curtailing its plans to continue exploration on its Montana properties,
and has no near term plans to proceed with its project in Kansas, it is unlikely that the Company will establish commercial reserves on these
projects.
 
Exploration for commercial reserves of oil and gas is subject to a number of risk factors.  Few prospects that are explored are ultimately developed into
producing oil and/or gas fields.  To January 31, 2012, development has been suspended with the Missouri Marmaton River and Grassy Creek
projects.  Gravis may not be able to establish commercial reserves in Missouri and it is therefore considered to be an exploration stage company.
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RISKS AND UNCERTAINTIES - continued
 
The potential profitability of oil and gas ventures depends upon factors beyond the control of Gravis, any of which may have a material adverse
effect on the Company.
 
The potential profitability of oil and gas projects is dependent upon many factors beyond the Company’s control, including:  world prices and markets for oil
and gas which are unpredictable, highly volatile, potentially subject to governmental fixing, pegging or controls; adverse weather conditions which can hinder
drilling and production operations; production from any well may be unmarketable if it is impregnated with water or other deleterious substances; and the
marketability of oil and gas which may be acquired or discovered will be affected by proximity and capacity of oil and gas pipelines and processing
equipment, market fluctuations of prices, taxes, royalties, land tenure, allowable production and environmental protection.  The extent of these factors cannot
be accurately predicted but the combination of these factors may result in the Company not receiving an adequate return on invested capital.
 
Internal controls over financial reporting During the three and nine months ended January 31, 2012, there have been no changes in the design of the
Company’s internal controls over financial reporting that has materially affected, or is reasonably likely to materially affect, the Company’s internal controls
over financial reporting.
 
ADVISORY REGARDING FORWARD-LOOKING STATEMENTS
 
This MD&A includes forward-looking statements.  All forward-looking statements are based on the Company’s beliefs and assumptions and on information
available at the time the assumption was made. The use of any of the words "could", "should", "can", "anticipate", "expect", "believe", "will", "may",
"projected", "sustain", "continues", "strategy", "potential", "projects", "estimate", and similar expressions are intended to identify forward-looking
statements.
 
These statements involve uncertainties and other factors that may cause actual results or events to differ materially from those anticipated in such forward-
looking statements. Gravis believes the expectations reflected in these forward-looking statements are reasonable but no assurance can be given that these
expectations will prove to be correct and such forward-looking statements should not be unduly relied upon.  These statements speak only as of the date of this
MD&A or, if applicable, as of the date specified in this MD&A.
 
In particular, this MD&A contains forward-looking statements pertaining, among other things, to the following:
 
 · anticipated future existence;
 
 · estimated operating costs;
 
 · that the Company's creditors will not enforce their security;
 
 · business prospects;
 
 · oil and natural gas production levels;
 
 · projections of commodity prices and costs;
 
 · future work programs;
 
 · revocation of the cease trade orders;
 
 · Gravis' ability to continue as a going concern;
 
 · supply and demand for oil and natural gas; and
 
 · expectations regarding the ability to raise capital if at all.
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ADVISORY REGARDING FORWARD-LOOKING STATEMENTS - continued
 
By its nature, such forward-looking information is subject to various risks, uncertainties and other factors, including those material risks discussed in this
MD&A under "Risk Factors" and the AIF, which could cause the Company's actual results and experience to differ materially from the anticipated results or
other expectations expressed. The material assumptions in making these forward-looking statements includes assumptions regarding future cash flows and
additional funding requirements; the likelihood of the Company's creditors enforcing their security interests in Gravis' assets;  the general stability of the
economic and political environment of the jurisdictions in which the Company operates; the timely receipt of any required regulatory approvals including the
revocation of the cease trade orders; the ability of the Company to obtain qualified staff, equipment and services in a timely and cost efficient manner given its
financial position; the ability of the Company to obtain financing on acceptable terms if at all; field production rates and decline rates; the ability to replace
and expand oil and natural gas reserves through acquisition, development of exploration; future oil and natural gas prices; currency, exchange and interest
rates; the regulatory framework regarding royalties, taxes and environmental matters in the jurisdictions in which the Company operates; the ability of the
Company to manage its debt;  the ability of the Company to successfully market its oil and natural gas products; future and expected revenues and
expenses;  the Company's abilities to obtain necessary licenses and permits; the availability of and dependence on outside advisors; the likelihood of an event
occurring that is an uninsured risk; the potential impact of conflicts of interest; global financial conditions; the general business, economic, competitive,
political and social climate; the likelihood of adverse changes in project parameters as plans continue to be refined; the likelihood of accidents, labour disputes
and other risks of the industry.
 
In addition, there are numerous uncertainties inherent in estimating quantities of crude oil and the future cash flows attributed to such reserves.  Reserves and
associated cash flow information are estimates only.  In general, estimates of economically recoverable crude oil and natural gas reserves and the future net
cash flows therefrom are based upon a number of variable factors and assumptions, such as historical production from the properties, production rates,
ultimate reserve recovery, timing and amount of capital expenditures, marketability of oil and natural gas, royalty rates, the assumed effects of regulation by
governmental agencies and future operating costs, all of which may vary materially.  For these reasons, estimates of the economically recoverable crude oil and
natural gas reserves attributable to any particular group of properties, classification of such reserves based on risk of recovery and estimates of future net
revenues associated with reserves prepared by different engineers, or by the same engineers at different times may vary.  Gravis' actual production, revenues,
taxes and development and operating expenditures with respect to its reserves will vary from estimates thereof and such variations could be
material.  Therefore, Gravis' actual results, performance or achievements could differ materially from those expressed in, or implied by, these forward-looking
estimates and if such actual results, performance or achievements transpire or occur, or if any of them do so, there can be no certainty as to what benefits
Gravis will derive therefrom.
 
Readers are cautioned not to place undue reliance on the forward-looking information, which is given as of the date it is expressed in this MD&A or otherwise.
The Company does not undertake any obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future
events or otherwise, except as required pursuant to applicable securities laws.
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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS

 
Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review of the interim financial statements, they must be
accompanied by a notice indicating that the financial statements have not been reviewed by an auditor.

 
The accompanying unaudited financial statements of the Company have been prepared by and are the responsibility of the Company’s management.

 
The Company’s independent auditor has not performed a review of these financial statements in accordance with the standards established by the
Canadian Institute of Chartered Accountants for a review of the interim financial statements by an entity’s auditor.

 

/s/ Jeffrey Freedman
Chief Financial Officer
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GRAVIS OIL CORPORATION (a development stage enterprise)
Interim Consolidated Statement of Operations and Comprehensive Income (Loss)
(Unaudited) (United States dollars)
  January 31, 2012   April 30, 2011  
Assets       
Current assets       
   Cash and cash equivalents  $ 261,222  $ 1,179,838 
   Cash in escrow (note 7(b))   -   658,000 
   Accounts receivable   7,447   231,316 
   Prepaid expenses and deposits   163,615   92,196 
   432,284   2,161,350 
         
Oil and gas assets (note 4)   18,055,409   17,975,830 
Administrative assets   11,712   19,498 
Long-term receivable (note5)   294,025   294,862 
Reclamation deposits (note 6)   25,000   143,696 
Deferred transaction costs (note 7)   79,048   223,276 
   18,465,194   18,657,162 
  $ 18,897,478  $ 20,818,512 
         
Liabilities         
Current liabilities         
   Accounts payable and accrued liabilities  $ 561,071  $ 1,251,736 
   Accrued interest payable   1,277,407   505,696 
   Asset retirement obligations (note 6)   254,349   205,700 
   Liability portion of convertible notes (note 7)   6,336,456   1,626,243 
   8,429,283   3,589,375 
         
Asset retirement obligations (note 6)   523,283   521,636 
Liability portion of convertible notes (note 7)   1,951,703   5,040,020 
Derivatives (note 8)   181,350   14,499,894 
   2,656,336   20,061,550 
   11,085,619   23,650,925 
         
Shareholders’ Equity         
Common shares - Unlimited shares without par value authorized; 14,078,947 Issued at January 31, 2012 and
April 30, 2011 (note 9)   79,016,425   79,016,425 
Preferred B shares - 100,000,000 authorized; 17,600 issued with a $100 stated value and no par value at
January 31, 2012 (note 9)   2,153,217   - 
Contributed surplus   54,403,682   54,341,320 
Accumulated other comprehensive loss   (272,156)   (272,156)
Accumulated deficit from prior operations   (443,861)   (443,861)
Accumulated deficit from development stage   (127,045,448)   (135,474,141)
   7,811,859   (2,832,413)
  $ 18,897,478  $ 20,818,512 

 
See accompanying notes to the interim consolidated financial statements. Page
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GRAVIS OIL CORPORATION (a development stage enterprise)
Interim Consolidated Statement of Operations and Comprehensive Income (Loss)
(Unaudited) (United States dollars)

 

  Three Months Ended January 31   Nine Months Ended January 31   

From
Development
Inception on

November 1,
2006 through
January 31,  

  2012   2011   2012   2011    2012  
                
Revenue and other income                
  Oil and natural gas sales  $ -  $ 227,709  $ 430,164  $ 1,116,014  $ 3,571,277 
  Interest and Other Income   227   840   10,761   2,171   1,055,702 
   227   228,549   440,925   1,118,185   4,626,979 
                     
Expenses                     
  Operating   112,686   779,063   1,262,840   2,413,838   8,688,670 
  Impairment of oil and gas assets   -   -   -   -   99,064,260 
  General and administrative (note 12)   314,522   663,439   1,820,286   1,753,656   33,862,246 
  Depreciation, depletion and accretion   28,899   127,953   260,018   670,429   1,613,159 
  Loss on marketable securities   -   -   -   -   1,676,173 
  Interest and accretion   950,043   431,344   2,587,916   801,925   6,476,149 
  Foreign exchange (gain) loss   11,007   (30,738)   6,399   (348,130)   1,541,159 
  Change in fair value of derivatives (note 8)   (132,100)   4,478,080   (14,050,348)   1,177,361   (3,825,747)
  Change in fair value of exchange shares   -   -   -   -   (18,387,365)
   1,285,057   6,449,141   (8,112,889)   6,469,079   130,708,704 
                     
Net income (loss)   (1,284,830)   (6,220,592)   8,553,814   (5,350,894)   (126,081,725)
Foreign exchange translation   -   -   -   (283,771)   (272,156)
Total comprehensive income (loss)  $ (1,284,830)  $ (6,220,592)  $ 8,553,814  $ (5,634,665)  $ (126,353,881)
                     
Net income (loss) per share                     
Basic  $ (0.09)  $ (0.47)  $ 0.61  $ (0.40)     
Diluted          $ 0.14         

See accompanying notes to the interim consolidated financial statements. Page
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GRAVIS OIL CORPORATION (a development stage enterprise)
Interim Consolidated Statement of Shareholders’ Deficit
(Unaudited) (United States dollars)

 
              Other      Total  
  Common   Preferred A   Preferred B   Contributed   Comprehensive   Accumulated   Shareholders’  
  Shares   Shares   Shares   Surplus   Income   Deficit   Deficit  
Period from inception to April
30, 2008:                      
Issued, net of costs   57,217,824   -   -   (167,565)   -   -   57,050,259 
Share based compensation   -   -   -   10,384,259   -   -   10,384,259 
Foreign exchange translation   -   -   -   -   8,859,733   -   8,859,733 
Net loss   -   -   -   -   -   (37,472,384)   (37,472,384)
Balance at April 30, 2008   57,217,824   -   -   10,216,694   8,859,733   (37,472,384)   38,821,867 
Issued, net of costs   21,610,709   -   -   (1,363,759)   -   -   20,246,950 
Foreign exchange translation   -   -   -   -   (13,832,144)   -   (13,832,144)
Stock-based compensation   -   -   -   784,887   -   -   784,887 
Expiry of warrants   -   -   -   43,475,360   -   -   43,475,360 
Net loss   -   -   -   -   -   (59,947,271)   (59,947,271)
Balance at April 30, 2009   78,828,533   -   -   53,113,182   (4,972,411)   (97,419,655)   29,549,649 
Issued, net of costs   7,638   1,662,467   -   -   -   -   1,670,105 
Dividends   -   218,795   -   -   -   (218,795)   - 
Foreign exchange translation   -   -   -   -   4,984,026   -   4,984,026 
Stock-based compensation   -   -   -   500,293   -   -   500,293 
Net loss   -   -   -   -   -   (7,950,359)   (7,950,359)
Balance at April 30, 2010   78,836,171   1,881,262   -   53,613,475   11,615   (105,588,809)   28,753,714 
Issued, net of costs   180,254   -   -   -   -   -   180,254 
Dividend Preferred A Shares   -   82,274   -   -   -   (82,274)   - 
Exchange Preferred A shares   -   (1,963,536)   -   -   -   (537,533)   (2,501,069)
Foreign exchange translation   -   -   -   -   (283,771)   -   (283,771)
Stock-based compensation   -   -   -   727,845   -   -   727,845 
Net loss   -   -   -   -   -   (29,709,386)   (29,709,386)
Balance at April 30, 2011   79,016,425   -   -   54,341,320   (272,156)   (135,918,002)   (2,832,413)
Issued, net of costs (note 9)   -   -   2,028,096   -   -   -   2,028,096 
Dividend Preferred B Shares   -   -   69,431   -   -   (69,431)   - 
Stock-based compensation   -   -   -   45,990   -   -   45,990 
Net income (loss)   -   -   -   -   -   9,838,644   9,838,644 
Balance at October 31, 2011   79,016,425   -   2,097,527   54,387,310   (272,156)   (126,148,789)   9,080,317 
Issued, net of costs   -   -   -   -   -   -   - 
Dividend Preferred B Shares   -   -   55,690   -   -   (55,690)   - 
Stock-based compensation   -   -   -   16,372   -   -   16,372 
Net income (loss)   -   -   -   -   -   (1,284,830)   (1,284,830)
Balance at January 31, 2012   79,016,425   -   2,153,217   54,403,682   (272,156)   (127,489,309)   7,811,859 
 
 

See accompanying notes to the interim consolidated financial statements. Page
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GRAVIS OIL CORPORATION (a development stage enterprise)
Interim Consolidated Statements of Cash Flows
(Unaudited) (United States dollars)
 

  

 
 
 

Three Months Ended   Nine Months Ended   

  From
Development
Inception on

November 1,
2006 through
January 31,

2012

 
  January 31   January 31    

  2012   2011   2012   2011    
Operating activities                
Net income (loss)  $ (1,284,830)  $ (6,220,592)  $ 8,553,814  $ (5,350,894)  $(126,081,725)
Adjustments to reconcile net income (loss) to cash used by
operating activities:                     
Impairment of oil and gas assets   -   -   -   -   99,064,260 
Depreciation, depletion and accretion   28,899   127,953   260,018   670,429   1,613,159 
Noncash interest and accretion expense   902,737   431,344   2,537,835   801,925   6,426,068 
Stock-based compensation   16,372   112,567   62,362   369,864   18,214,600 
Unrealized foreign exchange loss (gain)   261   (57,740)   377   (315,586)   1,725,346 
Loss on marketable securities   -   -   -   -   1,676,173 
Unrealized change in fair value of derivatives   (132,100)   4,478,080   (14,050,348)   1,177,361   (3,825,747)
Change in long-term accounts receivable   2,849   72,925   837   81,764   (290,525)
Unrealized change in fair value  of exchange shares   -   -   -   -   (18,387,365)
Interest paid   -   (12,501)   -   (41,124)   (50,083)
Change in non-cash working capital   87,260   (188,214)   (557,158)   23,821   433,816 
   (378,552)   (1,256,178)   (3,192,263)   (2,582,440)   (19,482,023)
Financing activities                     
Line of credit proceeds   -   -   -   -   - 
Proceeds from issuance of convertible notes   -   4,000,000   -   6,500,000   7,100,000 
Proceeds from issuance of preferred shares   -   -   1,759,900   -   3,896,850 
Proceeds from issuance of common shares   -   -   -   -   48,068,853 
Proceeds from exercise of stock options and warrants   -   -   -   -   458,945 
Transaction costs   -   (105,000)   -   (295,752)   (327,752)
Notes payable   -   -   -   -   (36,182)
Change in escrow   49,074   (2,240,000)   658,000   (2,740,000)   - 
   49,074   1,655,000   2,417,900   3,464,248   59,160,714 
Investing activities                     
Expenditures on oil and gas assets   (24,243)   (363,212)   (281,678)   (942,841)   (33,607,384)
Expenditures on administrative assets   -   -   (12,033)   (3,054)   (397,556)
Disposition of oil and gas assets   31,139   -   31,139   -   2,422,216 
Acquisitions, net of cash acquired   -   -   -   -   (4,153,508)
Marketable securities   -   -   -   -   (1,675,193)
Change in reclamation deposit   118,943   (1,423)   118,696   (1,444)   (25,000)
   125,839   (364,635)   (143,876)   (947,339)   (37,436,425)
Change in cash and cash equivalents   (203,639)   34,187   (918,239)   (65,531)   2,242,266 
Exchange rate fluctuations on cash and equivalents   (261)   (669)   (377)   (10)   (1,988,709)
Cash and cash equivalents, beginning of period   465,122   50,946   1,179,838   150,005   7,665 
Cash and cash equivalents, end of period  $ 261,222  $ 84,464  $ 261,222  $ 84,464  $ 261,222 

 
See accompanying notes to the interim consolidated financial statements. Page
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GRAVIS OIL CORPORATION (a development stage enterprise)
Notes to the Interim Consolidated Financial Statements
For the three and nine months ended January 31, 2012
(Unaudited)              (United States dollars unless otherwise indicated)

 
1. Development Stage and Going Concern:
 
Gravis Oil Corporation (“Gravis” or the “Company”) is a development stage enterprise that is developing heavy oil properties.  Gravis has been a development
stage company since November 2006 and its activities have included analysis and evaluation of technical data, preparation of geological models, exploration
drilling, conceptual engineering, construction and operation of thermal demonstration projects, and securing capital to fund operations.
 
As at January 31, 2012, the Company has a working capital deficiency of $8.0 million, recurring losses and net cash outflows from operating activities and
an accumulated deficit during the development stage of $127.0 million.    In October 2011, as a result of the Company’s financial position, cost factors and
market conditions, operations on the Missouri oil and gas assets were suspended.  The Company currently has approximately two months of cash available
and will need to raise additional funds by means of additional equity issuances, debt financing, or selling of working interests in order to discharge its
liabilities and continue its activities.  During September 2011, the Alberta and British Columbia Securities Commissions issued cease trade orders against the
Company for failure to file certain information.  The Company has submitted the required information and the Alberta Securities Commission is currently
reviewing the Company’s filings.  However, until these cease trade orders are revoked, the Company’s ability to raise capital is significantly restricted and
there can be no assurance as to when or if these cease trade orders will be revoked.   In the longer term, the recoverability of the carrying value of the
Company’s long-lived assets is dependent upon the Company’s ability to preserve its interest in the underlying properties, the discovery of economically
recoverable reserves and the achievement of profitable operations.  These matters raise substantial doubt about the Company’s ability to continue as a going
concern.
 
While the outcome of fund raising and exploration activities cannot be determined at this time, these financial statements are prepared on the basis of a going
concern. The going concern basis of presentation assumes the Company will continue in operation for the foreseeable future and will be able to realize its assets
and discharge its liabilities and commitments in the normal course of business.  While there is substantial doubt about the ability of the Company to continue
to use the going concern assumption, these financial statements do not include any adjustments to the amounts and classification of assets and liabilities that
may be necessary should the Company be unable to secure additional funding and attain profitable operations.
 
2. Share Consolidation:
 
Effective June 20, 2011, the Company’s share capital was consolidated on a one-for-ten basis. All common share, preferred share, warrant and stock option
figures disclosed herein are reported on a consolidated basis.
 
3. Significant Accounting Policies:
 
(a) Basis of Presentation:

 
The accompanying unaudited interim consolidated financial statements of the Company have not been audited and are presented in United States
dollars unless otherwise noted and have been prepared by management in accordance with United States generally accepted accounting principles.
 
In the opinion of management, these unaudited interim consolidated financial statements reflect all of the normal and recurring adjustments necessary
to present fairly the financial position at January 31, 2012 and April 30, 2011, the results of operations and cash flows for the three and nine months
ended January 31, 2012 and 2011 and for the period from development stage inception on November 1, 2006 to January 31, 2012. In preparing these
accompanying unaudited interim consolidated financial statements, management has made certain estimates and assumptions that affect reported
amounts in the financial statements and related disclosures. The Company bases its estimates on various assumptions that are believed to be
reasonable under the circumstances. Accordingly, actual results may differ significantly from these estimates under different assumptions or
circumstances.
 
Certain information, accounting policies, and footnote disclosures normally included in financial statements prepared in accordance with United
States generally accepted accounting principles have been condensed or omitted in these unaudited interim consolidated financial statements. These
unaudited interim consolidated financial statements should be read in conjunction with the audited consolidated financial statements and notes
included in the Company’s annual April 30, 2011 audited consolidated financial statements. The results of operations for interim periods are not
necessarily indicative of the results to be expected for the full year.
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GRAVIS OIL CORPORATION (a development stage enterprise)
Notes to the Interim Consolidated Financial Statements
For the three and nine months ended January 31, 2012
(Unaudited) (United States dollars unless otherwise indicated)

 
3. Significant Accounting Policies - continued
 
(b) Principles of Consolidation:

 
These financial statements include the accounts of Gravis and its wholly-owned subsidiary, MegaWest Energy USA Corp. and its wholly owned
subsidiaries:

 
MegaWest Energy Texas Corp.
MegaWest Energy Kentucky Corp.
MegaWest Energy Missouri Corp.
MegaWest Energy Kansas Corp.
MegaWest Energy Montana Corp.

 
 A significant portion of the Company’s activities are conducted jointly with others and these consolidated financial statements reflect only the

Company’s proportionate interest in such activities. All intercompany balances and transactions have been eliminated.
 
(c) Use of Estimates and Measurement Uncertainty:

 
The preparation of financial statements requires management to make estimates and assumptions that affect the reported amounts and other
disclosures in these financial statements. Actual results may differ from those estimates due to factors such as fluctuations in interest rates, currency
exchange rates, inflation levels and commodity prices, changes in economic conditions and legislative and regulatory changes.
 
Significant estimates used in the preparation of these financial statements include estimates of oil and gas reserves and resources and the estimated
value of the unproved properties, fair value of the Preferred A Shares at the date of their exchange, derivative fair values, stock-based compensation
fair values and estimated cost and timing related to asset retirement obligations.
 
Certain fair value estimates are based on expected volatility of the Company’s share price. In the current period and the year ended April 30, 2011, the
Company used a volatility rate based on peer entities rather than historical trading prices of its common shares as used in 2010 and prior years. The
volatility of peer entities is considered more representative for the Company due to the dilutive impact of financings completed in 2011 and the limited
trading of the Company’s shares on the OTC Bulletin Board.

 
4. Oil and Gas Assets:
 
The following table summarizes the oil and gas assets by project:
 
Cost  Missouri   Kentucky   Montana   Kansas   Other   Total  
Balance, April 30, 2010  $ 24,936,309  $ 3,215,682  $ 686,209  $ 94,613  $ 1,354,996  $ 30,287,809 
Additions   1,516,465   102,364   -   4,745   -   1,623,574 
Depletion   (720,740)   -   -   -   -   (720,740)
Impairment   (9,066,590)   (3,179,174)   (602,913)   -   -   (12,848,677)
Foreign currency translation   (301,444)   (38,872)   (8,296)   (1,144)   (16,380)   (366,136)
Balance, April 30, 2011   16,364,000   100,000   75,000   98,214   1,338,616   17,975,830 
Additions   281,678   -   -   -   -   281,678 
Dispositions   (31,139)   -   -   -   -   (31,139)
Depletion   (170,960)   -   -   -   -   (170,960)
Balance, January 31, 2012  $ 16,443,579  $ 100,000  $ 75,000  $ 98,214  $ 1,338,616  $ 18,055,409 
 
 During the three and nine months ended January 31, 2012, the Company capitalized $31,948 and $93,863 (January 31, 2011 – $53,151 and

$162,775), respectively, of administrative costs and $16,310 and $62,362 (January 31, 2011 – $715 and $4,960), respectively, of stock-based
compensation costs, which have been included as part of the Missouri project additions.
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GRAVIS OIL CORPORATION (a development stage enterprise)
Notes to the Interim Consolidated Financial Statements
For the three and nine months ended January 31, 2012
(Unaudited) (United States dollars unless otherwise indicated)

 
4. Oil and Gas Assets - continued
 
(a) Missouri

 
Gravis has a 100% working interest in the Marmaton River and Grassy Creek projects. At January 31, 2012, the Company had an average 99.1%
working interest in approximately 37,106 unproved net mineral acres of oil and gas leases. Costs incurred relate to lease acquisition, geological and
geophysical activities, exploration and delineation drilling and facilities for the Marmaton River and Grassy Creek projects. In October 2011, as a
result of the Company’s financial position, cost factors and market conditions, operations on the Missouri projects were suspended.
 
As at April 30, 2011, and at January 31, 2012, the Company performed ceiling test calculations to assess the ceiling limitation of the proved oil
properties in Missouri. As at April 30, 2011, the Company determined that its net capitalized costs for the Missouri projects exceeded the ceiling
limitation. As a result, the Company recorded an impairment charge of $9,066,590 on the Missouri projects in 2011. As at January 31, 2012, no
impairment is required.

 
(b) Kentucky

 
The Company has a 37.5% working interest in the shallow rights and an additional 37.5% working interest in the deep rights in certain oil and gas
leases totaling approximately 29,147 unproved mineral acres (10,930 net acres).
 
During the year ended April 30, 2011, the Company recorded an impairment charge of $3,179,174 on the Kentucky project as a result of the lack of
development activity by the Farmee and the curtailment of Company plans to continue exploration on the project due to a lack of available capital. As
a result of these factors and to help raise capital for other purposes the Company is seeking to dispose of its interest in this property. To date no offers
have been received on the property and the amount that may be ultimately realized is uncertain.

 
(c) Montana

 
The Montana leases total 3,982 gross acres (2,388 net) divided amongst two prospects: Devils Basin and Teton. The leasehold in the Devils Basin
prospect totals 1,175 gross acres (881 net acres). Gravis currently owns a 75% working interest in this prospect. There are two active leases in the
Teton Prospect totaling 2,807 gross acres (1507 net acres). Gravis currently owns a 53.69% working interest in this prospect. Subsequent to the end
of the third quarter, the Teton leases expired on April 17, 2012.
 
During the year ended April 30, 2011, the Company recorded an impairment charge of $602,913 on the Montana project. The impairment was
recorded due to the expiry of leases and curtailment of plans to continue exploration on the lands in the near term because of the lack of capital
available for this project. The remaining costs represent the Company’s estimate of the fair value of the leases as determined by sales in the area for
long-term leases with farmout potential and related seismic value.

 
(d) Kansas

 
The Chetopa project is a pre-commercial heavy oil demonstration project located two miles south of Chetopa, Kansas. The project is currently
suspended, and includes certain oil and gas equipment and a 100% interest in one oil and gas lease covering 320 net acres. On April 2, 2012, the
Company sold its interest in the Chetopa Project for cash consideration of $7,100 and for a royalty of $5.00 per bbl on future production with a
royalty cap of $1,000,000.

 
(e) Other

 
Other costs consist of five used steam generators and related equipment that will be assigned to future projects. In March 2012, the Company sold
one of its five steam generators, located in Lloydminster, Alberta for cash consideration of CDN $215,000.
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GRAVIS OIL CORPORATION (a development stage enterprise)
Notes to the Interim Consolidated Financial Statements
For the three and nine months ended January 31, 2012
(Unaudited) (United States dollars unless otherwise indicated)

 
5. Long-term Receivable:
 
The $294,025 (April 30, 2011 – $294,862) long-term receivable is for capital and operating costs owing from Mega Partners 1, LLC (“MP1”) on the
Marmaton River and Grassy Creek projects in Missouri. In July 2010, the Company and MP1 entered into an arrangement whereby the Company reacquired
the remaining 10% working interest in the projects in exchange for a 2.75% gross overriding royalty (“GOR”).  Under this arrangement, the Company will
recover the balance owing from 50% of the GOR payments to the partner. During the time the receivable is outstanding, the Company earns interest on the
outstanding balance at the U.S bank prime rate plus 3%. Included in the reported amount receivable is $25,118 (April 30, 2011 – $15,050) of interest earned
on the outstanding balance.  There is no assurance that the Company will collect any or all of these receivables.
 
6. Asset Retirement Obligations:
 
The total future asset retirement obligation was estimated based on the Company’s ownership interest in all wells and facilities, the estimated legal obligations
required to retire, dismantle, abandon and reclaim the wells and facilities, and the estimated timing of such payments.  The Company estimated the present
value of its asset retirement obligations at January 31, 2012 based on a future undiscounted liability of $1,208,293.  These costs are expected to be incurred
within one to 24 years.  A credit-adjusted risk-free discount rate of 10% and an inflation rate of 2% were used to calculate the present value.
 
Changes to the asset retirement obligation were as follows:
 

Balance, April 30, 2011  $ 727,336 
Accretion   50,296 
   777,632 
Current portion for cash flows expected to be inccurred within
one year   (254,349)
Long-term portion, end of year  $ 523,283 

 
Expected timing of asset retirement obligations:
 

Year Ended April 30  Amount  
2012 $ 260,000 
2013  - 
2014  - 
2015  122,200 
2016  135,600 

Thereafter  690,493 
   1,208,293 
Effect of discount   (430,661)
Total  $ 777,632 

 
As at January 31, 2012, the Company has $25,000 (April 30, 2011 – $143,696) of reclamation deposits with authorities to secure certain abandonment
liabilities in Missouri.
 
7. Convertible Notes:
 
In July 2010, the Company closed a financing with a group of its existing shareholders for $2.5 million of funding.  The transactions included the issuance of
$2.5 million in senior secured convertible notes (“Senior I Notes”), the conversion of the outstanding Preferred A Shares into $2.5 million junior secured
convertible notes (“Junior Notes”) and the reacquisition of a 10% working interest in the Marmaton River and Grassy Creek projects from MPI in exchange for
a 2.75% gross overriding royalty on these properties.
 
On December 28, 2010, January 31, 2011 and March 7, 2011, the Company issued a total of $4.6 million senior secured convertible notes (“Senior II
Notes”).
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Notes to the Interim Consolidated Financial Statements
For the three and nine months ended January 31, 2012
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7. Convertible Notes - continued
 
The Senior I and Senior II Notes are senior obligations of the Company secured by the oil and gas assets in the state of Missouri. The Junior Notes are secured
by the same assets, but rank behind the Senior I and II Notes in priority.
 
The investors in the Senior I Notes and the Junior Notes were extended full anti-dilution protection on all convertible securities, including notes and warrants.
 
For a period of one year following the closing date of each note, the investors in the notes have a right to participate in future financings of the Company.
 
In the event the Company issues common shares or securities convertible into or exercisable for common shares at a price per share or conversion or exercise
price less than the conversion or exercise prices agreed to for each note, the conversion price of the notes and the exercise price of the warrants automatically
reduce to such lower prices.  The number of warrants outstanding will be increased such that the expected exercise proceeds remain unchanged.
 
The Company incurred $327,752 of transaction costs for the issuance of Senior and Junior Notes which are presented as a deferred asset on the balance sheet
and recognized as an expense over the term of the Notes.  During the three and nine months ended January 31, 2012, the Company recognized $47,938 and
$144,228 (January 31, 2011 – $48,559 and $75,228) resulting in a deferred asset balance of $79,048 as at January 31, 2012 (January 31, 2011 –
$220,524).
 
The table details the continuity of convertible notes:
 

  
Face Value of the

Notes   
Carrying Amount

of the Notes  
Balance, April 30, 2010  $ -  $ - 
Issued   9,601,069   5,909,799 
Interest and accretion   -   856,307 
Conversion of Senior I Notes   (150,000)  (99,843)
Balance, April 30, 2011   9,451,069   6,666,263 
Interest and accretion   -   1,621,896 
Balance, January 31, 2012  $ 9,451,069  $ 8,288,159 
         
  January 31, 2012   April 30, 2011  
Current Portion  $ 6,336,456  $ 1,626,243 
Long-term portion   1,951,703   5,040,019 
  $ 8,288,159  $ 6,666,263 

 
(a) Senior I Notes

 
The Senior I Notes pay interest quarterly at an annual rate of 8% in cash or 12% in additional Senior I Notes at the Company’s option until January
30, 2011 and at the holder’s option thereafter. The Senior I Notes mature on January 30, 2012 and are convertible at any time at the holder’s option at a
conversion price of $0.20 per common share. The Senior I Notes are also redeemable in cash at any time at the Company’s option or convertible into
common shares at the Company’s option if certain conditions have been met. In the event of redemption before the end of the term, there will be a 5%
repayment premium. Note holders may elect to receive the redemption amount in common shares at the conversion price.
 
In addition, one warrant was issued to the Senior I Note holders for each $0.50 principal amount of the Senior I Notes for a total of 12,500,000 Senior
I Warrants (“Senior I Warrants”). The Senior I Warrants are exercisable at $0.20 per share until July 29, 2013.
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7. Convertible Notes - continued
 
 The fair values of the conversion feature and Senior I Warrants were estimated on the date of issuance using the Black-Scholes pricing model based on

a risk-free rate of 0.29% – 0.84%, expected volatility of 75% – 100%, and an expected life of 18 months to 3 years.
 
In March and April 2011, the Company issued 750,000 common shares on the conversion of $150,000 principal amount of Senior I Notes.

 
(b) Senior II Notes

 
The Senior II Notes pay interest quarterly at an annual rate of 8% in cash or 12% in additional Senior II Notes at the Company’s option for the first
six months after closing and at the holder’s option thereafter. The Senior II Notes mature 18 months after closing (June 28, 2012, July 31, 2012, or
September 7, 2012) and are convertible at any time at the holder’s option at a conversion price of $0.20 per common share. The Senior II Notes are
also redeemable in cash at any time at the Company’s option or convertible into common shares at the Company’s option if certain conditions have
been met. In the event of redemption before the end of the term, there will be a 15% premium due on the investment amount. Note holders may elect to
receive the redemption in common shares at the conversion price.
 
In addition, one warrant has been issued to the Senior II Note holders for each $0.50 principal amount of the Senior Notes for a total of 9,200,000
Senior II Warrants (“Senior II Warrants”). The Senior II Warrants have an exercise price of $0.25 per share, of which 2,400,000 are exercisable until
December 28, 2013, 5,600,000 are exercisable until January 31, 2014 and 1,200,000 are exercisable until March 7, 2014.
 
The fair values of the conversion feature and Senior II Warrants were estimated on the dates of issuance using the Black-Scholes pricing model based
on a risk-free rate of 0.29% – .84%, expected volatility of 75% – 100%, and an expected life of 18 months to 3 years.
 
As at October 31, 2011 $49,073 (April 30, 2011 – $658,000) of Senior II Note proceeds were held in an escrow account. This amount was released
from escrow subsequent to October 31, 2011.

 
(c) Junior Notes

 
The Junior Notes pay interest quarterly at an annual rate of 5% in cash or 7.5% in additional Junior Notes at the Company’s option until January 30,
2011 and at the holder’s option thereafter. The Junior Notes mature on July 30, 2013 and are convertible at any time at the holder’s option at a
conversion price of $0.20 per common share. The Junior Notes are redeemable in cash at any time at the Company’s option or convertible into
common shares at the Company’s option if certain conditions have been met. In the event of redemption before the end of the term, there will be a 5%
premium due on the investment amount. Note holders may elect to receive the redemption amount in common shares at the conversion price.
 
The fair value of the conversion feature was estimated on the date of issuance using the Black-Scholes pricing model based on a risk-free rate of
0.84%, expected volatility of 100%, and an expected life of 3 years .
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8. Derivatives:
 
The table summarizes the Company’s derivative instruments:
 

  
Preferred A
Warrants   

Preferred B
Options   

Note
Conversion

Features   Warrants   
Consulting
Warrants   Total  

Balance, April 30, 2009  $ -  $ -  $ -  $ -  $ -  $ - 
Preferred A Warrants (a)   323,564   -   -   -   -   323,564 
Preferred B Options (b)   -   138,671   -   -   -   138,671 
Foreign Currency Translation   25,479   14,029   -   -   -   39,508 
Change in fair value   391,226   437,940   -   -   -   829,166 
Balance, April 30, 2010   740,269   590,640   -   -   -   1,330,909 
Preferred B Options (b)   -   10,894   -   -   -   10,894 
Consulting Warrants (c)   -   -   -   -   166,810   166,810 
Senior I Notes (note 7)   -   -   327,790   926,720   -   1,254,510 
Senior II Notes (note 7)   -   -   627,830   881,350   -   1,509,180 
Junior Notes (note 7)   -   -   927,580   -   -   927,580 
Conversion of Senior I Notes   -   -   (84,530)   -   -   (84,530)
Change in fair value   2,479,431   4,520,760   1,070,960   988,820   324,570   9,384,541 
Balance, April 30, 2011   3,219,700   5,122,294   2,869,630   2,796,890   491,380   14,499,894 
Exercise of Preferred B Options (b)   -   (1,904,496)   -   -   -   (1,904,496)
Expiry of Preferred B Options (b)   -   (259,704)   -   -   -   (259,704)
Preferred B Warrants (b)   -   -   -   1,636,300   -   1,636,300 
Change in fair value   (3,171,800)   (2,958,094)   (2,863,490)   (4,318,040)   (479,220)   (13,790,644)
Balance, January 31, 2012  $ 47,900  $ -  $ 6,140  $ 115,150  $ 12,160  $ 181,350 
 
The fair values of derivative instruments were estimated using the Black-Scholes pricing model based on the following weighted-average assumptions:
 

  
Preferred A
Warrants   

Conversion
Feature

Derivative   
Preferred B
Warrants   

Senior
Warrants   

Consulting
Warrants  

Risk-free rate   0.20%   0.15%   0.20%   0.25%   0.38%
Expected Volatility   100%   104%   100%   113%   122%
Expected Life   2.83   0.88   4.61   1.96   2.30 
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8. Derivatives - continued
 
The following table summarizes the Company’s derivative warrants outstanding and exercisable as at January 31, 2012:
 

Issuance  
Number of
Warrants   

Weighted Avg.
Exercise Price   

Weighted Avg. Life
Remaining

Preferred A Warrants   19,250,000  $ 0.20   2.80 years
Preferred B Warrants   15,399,125   0.20   4.60 years
Senior I Warrants   12,500,000   0.20   1.70 years
Senior II Warrants   9,200,000   0.25   2.20 years
Consulting Warrants   2,720,000   0.25   2.30 years
   59,069,125  $ 0.21   2.92 years

 
(a) Preferred A Warrants:

 
In conjunction with the Preferred A Shares issuance in August 2009, the Company issued 19,250,000 warrants (the “Preferred A Warrants”) to the
Series A investors. Each Preferred A Warrant allows the holder to purchase a common share at $0.20 per share until August 28, 2014. After May 28,
2010, a cashless conversion option was available only with respect to Preferred A Warrant shares not included for unrestricted public resale in an
effective registration statement on the date notice of exercise is given to the Company. All of the Preferred A Warrants are outstanding as at January 31,
2012 and the Company has no effective registration statement in effect related to the Preferred A Warrant shares.

 
(b) Preferred B Option:

 
On August 28, 2009, in conjunction with the Preferred A Share issuance, the Junior Note holders (then holders of Preferred A Shares) received an
option to purchase up to 20,000 Series B convertible preferred shares (”Preferred B Shares”) for a stated value of $100 each until November 26, 2010
(extended until June 7, 2011). Each Preferred B Share is convertible into common shares without payment of additional consideration on the basis of
500 common shares for each Preferred B Share so converted. (the “Preferred B Option”).
 
On June 7, 2011, 17,599 Preferred B Options were exercised for gross proceeds of $1,759,900 and the remaining 2,401 Preferred B Options expired.
Upon exercise, the Company credited $3,664,396 to share capital (note 9(b)) comprised of the cash proceeds and $1,904,496 for the pro-rata share
of the Preferred B Option fair value on the date of exercise.
 
A $2,958,094 fair value adjustment was recognized for the change in fair value from April 30, 2011 to June 7, 2011 and $259,704 was recognized
in the statement of operations on the expiry of the remaining Preferred B Options.
 
In conjunction with the exercise of the Preferred B Options, the Company issued 15,399,125 common share purchase warrants (“Preferred B
Warrants”) on the basis of 875 Preferred B Warrants for each Preferred B Share purchased. Each warrant allows the holder to purchase a common
share at US$0.20 per share until June 7, 2016. After nine months from the date of issuance, a cashless conversion option is provided only with
respect to warrant shares not included for unrestricted public resale in an effective registration statement on the date notice of exercise is given to the
Company.
 
The fair value of Preferred B Warrants was estimated on the date of issuance at $1,636,300 using the Black-Scholes pricing model based on a risk-
free rate of 1.59%, expected volatility of 100%, and an expected life of 5 years.
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8. Derivatives - continued
 
(c) Consulting Warrants:

 
During 2010, the Company issued the warrants to consultants for professional services:

 
         Fair Value  

Date of Issue  
Number of
Warrants   Exercise Price  Expiry Date  Issue Date   April 30, 2011   

January 31,
2012  

7/30/2010   720,000  $ 0.25 7/20/2013  $ 81,510  $ 109,560  $ 1,040 
12/28/2010   2,000,000  $ 0.25 12/28/2013   85,300   381,820   11,120 

   2,720,000       $ 166,810  $ 491,380  $ 12,160 
 
9. Share Capital:
 
The authorized capital of the Company consists of unlimited common shares without par value and 100,000,000 preferred shares without par value.
 
(a) Issued Common Shares:
 

  
Number of

Shares   Amount  
Balance, January 31,
2012   14,078,947  $ 79,016,425 

 
(b) Preferred B Shares:
 

  Number of shares   Amount  
Issued, June 7, 2011 (note 8(b))   17,600  $ 3,664,396 
Preferred B Warrants (note 8(b))   -   (1,636,300)
Dividends   -   125,121 
Outstanding, January 31, 2012   17,600  $ 2,153,217 

 
 On June 7, 2011, the Company issued 17,600 Series B convertible preferred shares (the “Preferred B Shares”), with a stated value of $100 for gross

cash proceeds of $1,759,900 and convertible into common shares at $0.20 per common share.
 
The Preferred B Shares carried a cumulative quarterly dividend of 5% payable in cash or, at the Company’s discretion, of 150% of the 5% dividend
payable in additional Preferred B Shares. As at January 31, 2012, the Company had declared a total of $125,121 of accumulated dividends. A portion
of the dividends were calculated at 15% (instead of 5%) pursuant to the Preferred B Share Subscription Agreement as the Company did not make the
dividend payment when it became due on a quarterly basis.

 
10. Stock Based Compensation:
 
Gravis has two equity incentive plans.  The number of shares reserved for issuance in aggregate under both plans is limited to 10% of the issued and
outstanding common shares of Gravis.  The exercise price, term and vesting schedule of stock options granted are set by the board of directors at the time of
grant.  Stock options granted under the plans can be exercised on a cashless basis, whereby the employee receives a lesser amount of shares in lieu of paying
the exercise price based on the quoted market price of the shares on the exercise date.
 
As at April 30, 2011 and January 31, 2012, the Company had 1,404,300 stock options outstanding with a weighted average exercise price of $0.57 and
480,000 compensation warrants outstanding with a weighted average exercise price of $0.50.  The following table summarizes information about stock options
outstanding and exercisable at January 31, 2012:
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10. Stock Based Compensation - continued
 
As at January 31, 2012, total compensation cost related to non-vested stock options not yet recognized is $66,700 (April 30, 2011 - $110,420) which will be
recognized over a weighted average period of 2.7 years.
 

   Options Outstanding   Options Exercisable  
Exercise

Price   Options   
Weighted Avg. Life

Remaining   
Weighted Avg.
Exercise Price   Options   

Weighted Avg.
Exercise Price  

$ 0.50   1,302,000   2.7  $ 0.50   772,500  $ 0.50 
 1.50   97,150   0.5   1.50   75,050   1.50 
 1.80   5,000   2.2   1.80   2,500   1.80 
$ 6.20   150   0.6   6.20   150   6.20 
     1,404,300      $ 0.57   850,200  $ 0.59 

 
The following table summarizes information about compensation warrants outstanding at January 31, 2012, all of which are exercisable:
 

  
Number of
Warrants   

Weighted Avg.
Exercise Price   

Weighted Avg.
Life Remaining
at January 31,

2012  
Outstanding and exercisable, April 30, 2011 and January 31,
2012   480,000  $ 0.50   2.43 
Aggregate Intrinsic Value at January 31, 2012   -         

 
11. Per Share Amounts:
 
  Three Months Ended January 31   Nine Months Ended January 31  
  2012   2011   2012   2011  
Net income (loss)  $ (1,284,830)  $ (6,220,592)  $ 8,553,876  $ (5,350,894)
Weighted average number of common shares   14,078,947   133,289,472   14,078,947   133,289,472 
Basic net income (loss)  $ (0.09)  $ (0.47)  $ 0.78  $ (0.40)
                 
  Three Months Ended January 31   Nine Months Ended January 31  
   2012    2011    2012    2011  
Net income (loss)  $ (1,284,830)  $ (6,220,592)  $ 8,553,876  $ (5,350,894)
Weighted average number of common shares   14,078,947   133,289,472   14,078,947   133,289,472 
Dilutive effect of stock options, warrants, convertible notes, and preferred shares   -   -   45,145,941   - 
   14,078,947   133,289,472   59,224,888   133,289,472 
Diluted net income(loss)  $ -  $ -  $ 0.14  $ - 
 
 For the three and nine months ended January 31, 2012, the effects of stock options, warrants, and convertible notes were anti-dilutive and therefore not

considered in computing net loss per share.
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12. General and Administrative Expenses:
 

  Three Months Ended January 31   

 
 

Nine Months Ended January 31   

From Development
Inception on

November 1, 2006
through January 31,

2012

 

  2012   2011   2012   2011    
Stock-based compensation                

Stock options  $ 16,372  $ 27,982  $ 62,362  $ 208,014  $ 16,042,256 
Compensation warrants   -   -   -   -   152,010 
Consulting warrants   -   85,300   -   166,810   1,614,816 
Shares issued for services   -   -   -   -   1,955,486 
Less: capitalized portion   -   (715)   -   (4,960)   (1,549,968)

   16,372   112,567   62,362   369,864   18,214,600 
                     
Salaries and benefits   152,802   243,680   1,201,201   746,093   9,838,284 
Professional fees   60,366   290,782   194,748   517,833   3,072,612 
Investor relations   135   (55,149)   85,412   46,143   1,048,697 
Office administration   112,171   118,473   335,839   206,813   3,818,640 
Information technology   4,624   6,237   34,588   29,685   504,558 
Less capitalized portion   (31,948)   (53,151)   (93,864)   (162,775)   (2,635,145)
   298,150   550,872   1,757,924   1,383,792   15,647,646 
  $ 314,522  $ 663,439  $ 1,820,286  $ 1,753,656  $ 33,862,246 
 
13. Supplemental Cash Flow Information:
 

  Three Months Ended January 31   

 
 

Nine Months Ended January 31   

From Development
Inception on

November 1, 2006
through January 31,

2012

 

  2012   2011   2012   2011    
Interest received  $ 227  $ 840  $ 10,761  $ 2,171  $ 1,044,941 
Interest paid   (1,445)   12,501   -   41,124   50,083 
Income taxes paid   -   -   -   -   - 
Oil and gas assets aquired through the issuance of
common shares  $ -  $ -  $ -  $ -  $ 21,566,252 
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14. Segmented Information:
 
Gravis presently has one reportable business segment, that being oil and gas development. Gravis’ corporate and administrative operations are conducted in
both Canada and the United States, while all of the oil and gas properties and operations are located in the United States.
 
  Three Months Ended January 31, 2012   Nine Months Ended January 31, 2012  
  Canada   USA   Consolidated   Canada   USA   Consolidated  
Revenue  $ -  $ 227  $ 227  $ -  $ 440,925  $ 440,925 
Expenses¹   208,382   1,076,644   1,285,026   723,395   (8,836,315)   (8,112,920)
Loss   (208,382)   (1,076,448)   (1,284,830)   (723,395)   9,277,271   8,553,876 
Oil and gas assets   -   14,949   14,949   1,303,158   16,752,251   18,055,409 
Administrative assets   616   (902)   (286)   2,664   9,048   11,712 
Oil and gas additions   -   31,620   31,620   -   289,054   289,054 
Oil and gas impairment   -   -   -   -   -   - 
Administrative asset additions  $ -  $ -  $ -  $ 3,709  $ 8,324  $ 12,033 
                         
  Three Months Ended January 31, 2011   Nine Months Ended January 31, 2011  
  Canada   USA   Consolidated   Canada   USA   Consolidated  
Revenue  $ 840  $ 227,709  $ 228,549  $ 2,171  $ 1,116,014  $ 1,118,185 
Expenses¹   5,569,281   879,860   6,449,141   3,461,809   3,007,270   6,469,079 
Loss   (5,568,441)   (652,151)   (6,220,592)   (3,459,638)   (1,891,256)   (5,350,894)
Oil and gas assets   -   358,457   358,457   1,338,616   28,916,540   30,255,156 
Administrative assets   -   -   -   33,075   -   33,075 
Oil and gas additions   -   -   -   -   926,915   926,915 
Oil and gas impairment   -   -   -   -   -   - 
Administrative asset additions  $ -  $ -  $ -  $ 3,054  $ -  $ 3,054 
 
(1) Expense recovery and net income in the three months ended January 31, 2011, and the six months ended January 31, 2012, and 2011 are due to fair

value adjustments on derivatives.
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15. Financial Instruments and Fair Value Measurements:
 
Expected maturities of the Company’s financial instruments are presented in the following table:
 
  2012   2013   2014   2015   2016   Total  
Cash and cash equivalents  $ 261,222  $ -  $ -  $ -  $ -  $ 261,222 
Cash in escrow   -   -   -   -   -   - 
Accounts receivable   7,447   -   -   -   -   7,447 
Long-term receivable   10,000   284,025   -   -   -   294,025 
   278,669   284,025   -   -   -   562,694 
                         
   2012    2013    2014    2015    2016      
Accounts payable and accrued liabilities   561,071   -   -   -   -   561,071 
Interest payable   1,277,407   -   -   -   -   1,277,407 
Liability portion of convertible notes   6,336,456   1,951,703   -   -   -   8,288,159 
Derivatives   -   30   43,020   47,900   90,400   181,350 
  $ 8,174,934  $ 1,951,733  $ 43,020  $ 47,900  $ 90,400  $ 10,307,987 
 
The carrying values of cash and cash equivalents, cash in escrow, restricted cash, accounts receivable, accounts payable and accrued liabilities approximate
fair values due to their short terms to maturity.  The long-term receivable is reported at amortized cost which approximates fair value.
 
Gravis’ financial liabilities are reported at fair value as presented in the following tables:
 

        Fair Value Measurements Using:  

  
Carrying
Amount   Total Fair Value  Level 1 Inputs   Level 2 Inputs   Level 3 Inputs  

January 31, 2012                
Liability portion of
convertible notes:                

Current portion  $ 6,336,456  $ 5,891,935  $ -  $ 5,891,935  $ - 
Long-term portion   1,951,703   1,814,785   -   1,814,785   - 

  $ 8,288,159  $ 7,706,720  $ -  $ 7,706,720  $ - 
                     
January 31, 2012                     
Derivatives:                     

Consulting Warrants  $ 11,800  $ 11,800  $ -  $ -  $ 11,800 
Senior I Notes   3,330   3,330   -   -  $ 3,330 
Senior II Notes   24,570   24,570   -   -  $ 24,570 
Junior Notes   3,350   3,350   -   -  $ 3,350 
Preferred A Warrants   47,900   47,900   -   -  $ 47,900 
Preferred B Warrants   90,400   90,400   -   -  $ 90,400 

  $ 181,350  $ 181,350  $ -  $ -  $ 181,350 
 
The effect of changes in the fair value of the derivatives is included in note 8.
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16. Contingency and Contractual Obligations:
 
(a) Contingency:

 
In January 2010, the Company experienced a flood in its office premises as a result of a broken water pipe. There was significant damage to the
premises rendering them unusable until remediation had been completed by the landlord. Pursuant to the lease contract, the Company has asserted that
rent should be abated during the remediation process and accordingly, the Company has not paid rent since December 2009. During the remediation
process, the Company engaged an independent environmental testing company to test for air quality and for the existence of other potentially
hazardous conditions. The testing revealed the existence of potentially hazardous mould and the consultant provided specific written instructions for
the effective remediation of the premises. During the remediation process, the landlord did not follow the consultant’s instructions and correct the
potentially hazardous mould situation and subsequently in June 2010 gave notice and declared the premises to be ready for occupancy. The Company
re-engaged the consultant to re-test the premises and the testing results again revealed the presence of potentially hazardous mould. The Company has
determined that the premises are not fit for re-occupancy and considers the landlord to be in default of the lease and the lease terminated.
 
The landlord disputes the Company’s position and has given notice that it considers the Company to be in default of the lease for failure to re-occupy
the premises.
 
In addition, the landlord has claimed that the Company owes monthly rent for the premises from January 2010 to June 30, 2010 in the amount of
$234,871 (Cdn$234,098) and has claimed that, as a result of the alleged default, pursuant to the terms of the lease, the Company owes three months
accelerated rent in the amount of $109,044 (Cdn$108,685). The landlord has also asserted that the Company would be liable for an amount up to the
full lease obligation of $1,504,924 (Cdn$1,510,816) which otherwise would have been due as follows:

 
Year Ended April

30    
2011 $ 445,968 
2012   445,968 
2013   445,968 
2014   167,020 

Thereafter   - 
  $ 1,504,924 

 
 To date, no legal action has been commenced by the landlord and the cost, if any, to the Company is not determinable. Accordingly, no amounts

related to rent or the disputed lease obligation have been recorded in these financial statements.
 
(b) Severance Obligation:

 
At January 31, 2012 pursuant to employment agreements with a senior officer, the Company is obligated to pay up to $195,684 (Cdn$195,040)
under certain events around employment termination.

 
Subsequent Events
 
In March 2012, the Company completed the sale of oil and gas mineral leases on 2,944 net acres in Missouri for $147,200.00. Additionally, in April
2012, the Company completed the sale of wells, equipment and the lease in Kansas for cash consideration of $7,100 and for a royalty of $5 a barrel
on future production with a cap of a $1.0 million. Additionally, in April 2012, the Teton Prospect leases in Montana expired.
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EXHIBIT 99.3
 

FORM 52-109F1R
CERTIFICATION OF REFILED ANNUAL FILINGS

This certificate is being filed on the same date that Gravis Oil Corporation  (the "issuer") has refiled its annual financial statements and annual MD&A for
the financial year ended April 30, 2011.

I, Jeffrey Freedman, interim Chief Executive Officer and Chief Financial Officer of Gravis Oil Corporation , certify the following:
 
1 Review: I have reviewed the AIF, if any, annual financial statements and annual MD&A, including, for greater certainty, all documents and

information that are incorporated by reference in the AIF (together, the "annual filings") of the issuer for the financial year ended April 30, 2011.
 
2 No misrepresentations:  Based on my knowledge, having exercised reasonable diligence, the annual filings do not contain any untrue statement of a

material fact or omit to state a material fact required to be stated or that is necessary to make a statement not misleading in light of the circumstances
under which it was made, for the period covered by the annual filings.

 
3 Fair presentation: Based on my knowledge, having exercised reasonable diligence, the annual financial statements together with the other financial

information included in the annual filings fairly present in all material respects the financial condition, financial performance and cash flows of the
issuer, as of the date of and for the periods presented in the annual filings.

 
Date: June 4, 2012

(signed) "Jeffrey Freedman"         
Jeffrey Freedman
Interim Chief Executive Officer and Chief Financial Officer

NOTE TO READER
 
In contrast to the certificate required for non-venture issuers under National Instrument 52-109  Certification of Disclosure in Issuers' Annual and Interim
Filings (NI 52-109), this Venture Issuer Basic Certificate does not include representations relating to the establishment and maintenance of disclosure controls
and procedures (DC&P) and internal control over financial reporting (ICFR), as defined in NI 52-109. In particular, the certifying officers filing this
certificate are not making any representations relating to the establishment and maintenance of
 
i)     controls and other procedures designed to provide reasonable assurance that information required to be disclosed by the issuer in its annual filings,

interim filings or other reports filed or submitted under securities legislation is recorded, processed, summarized and reported within the time periods
specified in securities legislation; and

 
ii)     a process to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes

in accordance with the issuer's GAAP.
 
The issuer's certifying officers are responsible for ensuring that processes are in place to provide them with sufficient knowledge to support the representations
they are making in this certificate.  Investors should be aware that inherent limitations on the ability of certifying officers of a venture issuer to design and
implement on a cost effective basis DC&P and ICFR as defined in NI 52-109 may result in additional risks to the quality, reliability, transparency and
timeliness of interim and annual filings and other reports provided under securities legislation.
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EXHIBIT 99.4
 
 

1980 Post Oak Blvd.
Suite 2020

Houston, Texas 77056

 
 

NEWS RELEASE
OTCPK: GRAVF

Cusip: 38911X105
June 5, 2012
 

Gravis Oil Announces Revocation of Cease Trade Orders and
Re-filing of Continuous Disclosure Materials

 
Calgary, Alberta; June 5, 2012 – Gravis Oil Corporation, (the "Company" or "Gravis"), (OTCPK:GRAVF) announces that the Alberta Securities
Commission, as principal regulator, and the British Columbia Securities Commission, have revoked the cease trade orders issued on September 7 and
September 8, 2011, respectively (the "Cease Trade Orders"). The Cease Trade Orders were issued as a result of the Company's failure to file its annual
audited financial statements, annual management's discussion and analysis, and certification of its annual filings for the year ended April 30, 2011 (the
"Annual Disclosure"), and in British Columbia only, for failure to file its annual information form for the year ended April 30, 2011 (the "AIF"), which such
filings were initially submitted in October 2011.
 
During the process of seeking the revocation of the Cease Trade Orders, the Company determined that revisions would be required to be made to the Annual
Disclosure, the AIF and its Form 51-101F1 Statement of Reserves and Other Oil and Gas Information  ("51-101F1").   As a result, the Company has re-
filed its Annual Disclosure, and its AIF.  The re-filed materials include expanded disclosure with respect to the Company's business and financial
performance, a more detailed discussion and analysis on the Company's operations during the year-ended April 30, 2011 and expanded disclosure with respect
to events subsequent thereto. The revisions required of the April 30, 2011 audited consolidated financial statements were not of a material nature.
 
Gravis has also re-filed its 51-101F1 in order to provide a recognition of events subsequent to the preparation of its reserves report which was originally
prepared by an independent qualified reserves evaluator in July 2011.  Certain significant factors and uncertainties not detailed in the September 23, 2011
filing of the 51-101F1 have been added and the 51-101F1 contains revisions to the resource reconciliation as well as a downward revision of certain contingent
resources.
 
The Company is also filing its unaudited interim financial statements and the related management's discussion and analysis for the interim period ended
January 31, 2012 at this time.
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1980 Post Oak Blvd.
Suite 2020

Houston, Texas 77056

 
Gravis is an independent oil and gas company, specializing in non-conventional oil and gas projects with a focus on heavy oil deposits with current
operational emphasis on the Deerfield area of Western Missouri, U.S.A.
 
On behalf of the Board of Directors
Jeffrey Freedman, Interim CEO and CFO
Gravis Oil Corporation

1980 Post Oak Blvd.
Suite 2020
Houston, Texas 77056

 
 
CONTACT:
Call: 877-235-9230
Or email Info@gravisoil.com

 
Forward-Looking Statements
 
This press release contains forward-looking information and statements including opinions, assumptions, estimates, expectations of future production
performance and cash flow requirements.  Forward-looking statements include information that does not relate strictly to historical or current
facts.  When used in this document, the words "anticipate", "believe", estimate", "expect", "forecast", "intent", "may", "project", "plan", "potential",
"should" and similar expressions are intended to be among the statements that identify forward-looking statements. Predictions of steam flood
performance and future production rates are forward-looking statements.   Forward-looking statements are not guarantees of future performance and
are subject to a wide range of known and unknown risks and uncertainties, and although the Company believes that the expectations represented by
such forward-looking statements are reasonable; there can be no assurance that such expectations will be realized.  We have attempted to identify
important factors that could cause actual results, performance or achievements to vary from those current expectations or estimates expressed or
implied by the forward-looking information, which include the ability of the Company to raise sufficient capital to carry out its business plan, the risk of
adverse market prices of both oil and natural gas, operational risks and geological risk.
 
These and other risks and uncertainties that could affect future events or the Company's future financial performance are more fully described in the
Company's quarterly reports (on Form 6-K filed in the US and the financial statements, management discussion and analysis  and Form 51-102F1
filed in Canada), the Company's annual reports (on Form 20-F filed in the US and the financial statements, management discussion and analysis  and
Form 51-102F2 filed in Canada) and the other recent filings in the US and Canada. These filings are available at www.sec.gov in the US and
www.sedar.com in Canada. For all such forward-looking statements, we claim the safe harbour for forward-looking statements within the meaning of
the Private Securities Litigation Reform Act of 1995.
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