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PETROMIN RESOURCES LTD.
CONSOLIDATED BALANCE SHEETS
AS AT SEPTEMBER 30

2008 2007

ASSETS

Current
Cash
Receivables
Prepaid expenses

Long-term investment (Note 4)
Equipment (Note 3)
Oil and gas properties (Note 5)

$ 1,266,143 $ 426,122

703,183 298,669
7,241 4,500
1,976,567 729,291
491,137 -
57,353 27,339

1,215,935 1,039,968

$ 3,740,992 $ 1,796,598

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current
Accounts payable and accrued liabilities
Due to related parties (Note 9)
Loans payable (Note 7)

Asset retirement obligation (Note 6)

Shareholders’ equity
Capital stock (Note 8)
Contributed surplus
Subscriptions received in advance
Deficit

$ 860486 $ 431,868

305,492 331,733
- 30,000
1,165,978 793,601
62,312 31,976
1,228,290 825,577

17,748,045 15,589,673
1,667,490 1,693,470

- 30,000
(16,902,833 (16,342,129

2,512,702 971,021

$ 3,740,992 $ 1,796,598

Nature and continuance of operations (Note 1)
Commitments (Note 15)
Subsequent events (Note 16)

On behalf of the Board:

“A. Ross Gorrell” Director

“Kenny Chan”

Director

The accompanying notes are an integral part okthessolidated financial statements.



PETROMIN RESOURCES LTD.
CONSOLIDATED STATEMENTS OF OPERATIONS
YEARS ENDED SEPTEMBER 30

2008 2007
REVENUE
Oil and gas revenue $ 3,120,008 $ 1,940,369
DIRECT COSTS
Production costs and royalties 1,459,046 1,270,534
1,660,962 669,835
EXPENSES
Accretion of asset retirement obligation 1,915 1,305
Consulting 683,006 490,229
Depletion and amortization 349,433 430,149
Listings and transfer agent fees 27,734 22,563
Management fees 64,500 78,000
Office and miscellaneous 111,017 106,388
Professional fees 144,739 20,361
Property investigation fees 136,771 388,000
Rent 109,623 17,758
Stock-based compensation - 163,478
Travel and promotion 504,647 480,664
Wages and benefits 79,798 -
2,213,183 2,198,895
Loss before other items (552,221) _ (1,529,060
OTHER ITEMS
Investment loss (Note 4) (119,363) -
Interest income 28,803 9,493
Other income (Note 9) 86,394 18,050
Foreign exchange gain (loss) (4,324) 579
(8,490) 28,122
Loss before income tax recovery (560,711) (1,500,938)
Future income tax recovery (Note 10) - 65,100
Loss for the year $ (560,711) $ (1,435,838)
Basic and diluted loss per common share $ (0.01) $ (0.03)
Weighted average number of common shares outstandin 57,750,631 50,270,176

The accompanying notes are an integral part ottheasolidated financial statements.



PETROMIN RESOURCES LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED SEPTEMBER 30

2008

2007

CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the year
Items not involving cash:
Accretion of asset retirement obligation
Depletion and amortization
Stock-based compensation
Investment loss
Future income tax recovery

Changes in non-cash working capital items:
(Increase) decrease in receivables
Increase in prepaid expenses
Increase (decrease) in accounts payable andeatctabilities
Increase (decrease) in due to related parties

Net cash provided by (used in) operating actisitie
CASH FLOWS FROM INVESTING ACTIVITIES
Investment in oil and gas properties
Acquisition of equipment
Long-term investment
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of capital stock for cash
Subscriptions received in advance

Repayment on loans payable

Net cash provided by financing activities

Change in cash during the year

Cash, beginning of year

Cash, end of year

$ (560,711)$ (1,435,838)

1,915 1,305
349,433 430,149
- 163,478
119,363 -
- (65,100)
(404,514) 54,217
(2,741) (4,500)
597,181  (150,055)
(26,249 247,022
73,685 (759,322
(651,664)  (206,169)
(43,892) (3,766)
(610,500) -
(1,306,056) __ (209,935)
2,102,392 841,750
- 30,000
(30,000 -
2,072,392 871,750
840,021 (97,507)
426,122 523,629
$ 1,266,143 $ 426,122

Supplemental disclosure with respect to cash flow®lotel2)

The accompanying notes are an integral part oktbeasolidated financial statements



PETROMIN RESOURCES LTD.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDEREQUITY
YEARS ENDED SEPTEMBER 30

Common Stock

Subscriptions

Received in Contributed
Number Amount Advance Surplus Deficit Total
Balance, September 30, 2006 49,822,374 $ 14,813,023 $ - $ 1,529,992 $ @BIIB4) $ 1,436,731
Private placement 2,405,000 841,750 - - - 841,750
Subscriptions received in
advance - - 30,000 - - 30,000
Stock-based compensation - - - 168,47 - 163,478
Tax benefit renounced to
flow-through share
subscribers - (65,100) - - (65,100)
Loss for the year - - - - (1,435,838) (1,435,838)
Balance, September 30, 2007 52,227,374 15,589,673 30,000 1,693,470 (16122 971,021
Private placement 5,867,000 2,229,460 - - - 2,229,460
Share issue cost - (127,068) - - - (127,068)
Options exercised 200,000 30,000 (30,000) - - -
Allocation of contributed
surplus to share capital on
options exercised - 25,980 - (25,980) - -
Loss for the year - - - - 560,711) (560,711)
Balance, September 30, 2008 58,294,374 $ 17,748,045% - $ 1,667,490 $ (16,902,833 2,512,702

The accompanying notes are an integral part oethessolidated financial statements



PETROMIN RESOURCES LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

1. NATURE AND CONTINUANCE OF OPERATIONS

The Company is incorporated under the laws ofi@riColumbia and its principal business activitiesdude the
acquisition and development of oil and gas propsrti

The Company is in the process of exploring andeliging its oil and gas properties. The recoveitgbdf the
amounts shown for oil and gas properties are depengpon the existence of economically recoveradderves,
the ability of the Company to obtain necessaryrfaiag to complete the development and upon futuoditpble
production.

These consolidated financial statements have Ipepared in accordance with Canadian generally paede
accounting principles with the assumption that @@mpany will be able to realize its assets andhdisge its
liabilities in the normal course of business ratiten through a process of forced liquidation. Gared operations
of the Company are dependent on the Company'dyahilireceive continued financial support, complgtélic

equity financings, or generate profitable operationthe future.

2008 2007
Working capital (deficiency) $ 810,589 $ (64,310)
Deficit (16,902,833) (16,342,122)

2. SIGNIFICANT ACCOUNTING POLICIES

Useof estimates

The preparation of financial statements in accocdawith Canadian generally accepted accountingciples

requires management to make estimates and assusftiat affect the reported amount of assets abilities and

the disclosure of contingent assets and liabilisiethe date of the financial statements and therted amount of
revenues and expenses during the year. Actuatsesuild differ from these estimates.

Principles of consolidation

These consolidated financial statements inclueéeattcounts of the Company and its wholly owned ididrges,

International King Jack Hydrocarbons Inc. and FastBDil & Gas Ltd. All significant inter-company laaces and
transactions have been eliminated upon consolidatio

Receivables

Receivables are recorded at face value less awsjons for uncollectible accounts considered ssagy.



PETROMIN RESOURCES LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

2. SIGNIFICANT ACCOUNTING POLICIES (cont'd...)

Oil and gasproperties

The Company follows the full cost method of acdoum for its oil and gas operations, whereby alstsoof

exploring for and developing oil and gas reservescapitalized in cost centres on a country-by-tigquipasis. Such
costs include land acquisition costs, geological ggophysical costs, carrying charges on non-piodugroperties,
costs of drilling both productive and non-produetiwells, cost of production and gathering equipmand

administrative charges directly related to acquisijt exploration and development activities. Prase&om the
disposal of oil and natural gas properties areiagplgainst capitalized costs. Gains or lossesatreecognized on
disposals unless crediting the proceeds againghtapd costs would materially alter the rate epbktion.

Exploration costs renounced due to flow-throughrehsubscription agreements remain capitalized. exewy for
income tax purposes, the Company has no rightasetlexpenses nor the related depletion allowareeamounts
shown for oil and gas properties represent costisite and are not intended to reflect presenttardwalues.

Depletion

The capitalized costs together with estimatedr&tapital costs associated with the developmeptafen reserves
are depleted and amortized using the unit-of-pridnanethod based on proven oil and natural geerves, before
royalties, determined by the Company and indepenelegineers. For purposes of the depletion and tation
calculations, oil and natural gas reserves are exd@¢ to a common unit of measure based upon tbkitive
energy content.

Ceiling test

In applying the full cost method, the Company perfs a ceiling test which restricts capitalized tsokess
accumulated depletion and amortization from excepdhe estimated undiscounted value of future ee¢mues
from proved oil and natural gas reserves less astidhfuture removal and site restoration costseggrand
administrative expenses, financing costs and inctaxes. In calculating the ceiling test, the yead prices of oil
and natural gas are used and all costs are asdorhedconstant.

The Company periodically reviews the cost assediatith undeveloped properties to determine whethercosts
will be recoverable. If the results of the reviewdicate impairment has occurred, the cost of tlogpgnty or the
amount of the impairment is added to the full qusl.

Asset retirement obligations

The Company recognizes the fair value of a ligbilor an asset retirement obligation in the yeamihich it is
incurred when a reasonable estimate of fair varelie made. The carrying amount of the related-lmeg asset
is increased by the same amount as the liability.

Changes in the liability for an asset retiremdsligation due to the passage of time will be meadinry applying an
interest method of allocation. The amount will Beagnized as an increase in the liability and amedion expense
in the statement of operations. Changes resultmg fevisions to the timing or the amount of thigioral estimate
of undiscounted cash flows are recognized as amase or a decrease in the carrying amount ofdbditly for an
asset retirement obligation and the cost of thetedllong-lived asset.



PETROMIN RESOURCES LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

2.

SIGNIFICANT ACCOUNTING POLICIES (cont'd...)

Impairment of long-lived assets

A long-lived asset is tested for recoverabilityamkver events or changes in circumstances indicateéts carrying
amount may not be recoverable. An impairment issecognized when the carrying amount of a lomgeiasset
exceeds its fair value. For purposes of recogmiind measurement of an impairment loss, a loregiasset is
grouped with other assets and liabilities to fommaaset group at the lowest level for which idéatie cash flows
are largely independent of the cash flows of ods=mets and liabilities. Estimates of future césivd used to test
recoverability of a long-lived asset include orthe tfuture cash flows that are directly associatét,and that are
expected to arise as a direct result of, its useearntual disposition.

Long-term investment

The Company accounts for its long-term investmesr avhich it has significant influence on the egusis of
accounting, whereby the investment is initially oeted at cost, adjusted to recognize the Compasiysse of
earnings or losses and reduced by dividends reteiVhe investment is written down when there éaclevidence
that a decline in value that is other than tempohais occurred.

Revenue recognition

Revenue from the sale of oil and gas productsdegnized upon the passage of title and when ukirallection is

reasonably assured.

Foreign currency translation

The monetary assets and liabilities of the Compthay are denominated in foreign currencies anestaded at the
rate of exchange at the balance sheet date andnoaetary items are translated at historical reRescenues and
expenses are translated at the average exchamgtrahe year. Exchange gains and losses arisingamslation
are included in the statement of operations.

Equipment

Equipment is recorded at cost less accumulatedteakion. Amortization is being provided for anfiyaising the
declining balance method of amortization at théofeing rates:

Computer equipment 30%
Office equipment 20%
Leasehold improvements 20%

Stock-based compensation

The Company uses the fair value-based methodooiuating for all awards of stock options and diretards of
stock.



PETROMIN RESOURCES LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

2. SIGNIFICANT ACCOUNTING POLICIES (cont'd...)

Income taxes

The Company follows the asset and liability metbbdccounting for income taxes. Under this mettiotlire
income taxes are recognized for the future incaarecbnsequences attributable to differences betteefinancial
statement carrying values and their respectivenmectax bases (temporary differences). Future inclamassets
and liabilities are measured using enacted inc@xedtes expected to apply to taxable income irydags in which
temporary differences are expected to be recovaredttled. The effect on future income tax asaetsliabilities
of a change in tax rates is included in incoméaperiod in which the change occurs. The amoufittafe income
tax assets recognized is limited to the amountithatore likely than not to be realized.

Loss per share

The Company uses the treasury stock method to utemihe dilutive effect of options, warrants anchiar
instruments. Under this method the dilutive effeectearnings per share is recognized on the useeqgirbceeds that
could be obtained upon exercise of options, wasrantl similar instruments. It assumes that thegadse would be
used to purchase common shares at the average tnmi&e during the period. For the years presentbid,
calculation proved to be anti-dilutive.

Basic loss per share is calculated using the weighverage number of shares outstanding duringgae

Comparative figures

Certain comparative figures have been reclassifiezbnform with the current year's presentation.

Financial instruments

All financial instruments are classified into onkfiwve categories: held-for-trading, held-to-matyrinvestments,
loans and receivables, available-for-sale finanasslets and other financial liabilities. All fingadnstruments and
derivatives are measured in the balance sheetiravdbue, except for loans and receivables, heldyadurity
investments and other financial liabilities, whiahe measured at amortized cost. Subsequent measuremd
changes in fair value will depend on their initiédssification. Held-for-trading financial assete aneasured at fair
value and changes in fair value are recognizecetrintome. Available-for-sale financial instrumeate measured
at fair value with changes in fair value recordedther comprehensive income until the instrumemterecognized
or impaired.

As a result of the adoption of these new standatttls Company has classified its cash as heldréalifig.
Receivables are classified as loans and receivallesounts payable and accrued liabilities, duestated parties
and loans payable are classified as other finahalailities, all of which are measured at amortiz®st.



PETROMIN RESOURCES LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

2. SIGNIFICANT ACCOUNTING POLICIES (cont'd...)

New accounting policies

On December 1, 2006, the CICA issued three newumtow standards: Capital Disclosures (Handbooki@ec
1535), Financial Instruments — Disclosures (Han#tb8ection 3862), and Financial Instruments — Prtasien
(Handbook Section 3863). These new standards beetiewtive for the Company on October 1, 2007.

Financial instruments

Handbook Sections 3862 and 3863 replace Handbockio§e3861, Financial Instruments — Disclosure and
Presentation, revising and enhancing its discloseggirements, and carrying forward unchanged riésentation
requirements. These new sections place increasgthamis on disclosures about the nature and exfensks
arising from financial instruments and how the tgnthanages those risks. The Company has includadiodures
recommended by the new Handbook section in Not® 13ese consolidated financial statements.

Capital disclosures

Handbook Section 1535 specifies the disclosuré)addr( entity’s objectives, policies and processasmianaging
capital; (ii) quantitative data about what the gntegards as capital; (iii) whether the entity kasplied with any
capital requirements; and (iv) if it has not coragli the consequences of such noncompliance. Thep&uomhas
included disclosures recommended by the new Handlseation in Note 14 to these consolidated findncia
statements.

Recent accounting pronouncements

Assessing going concern

AcSB amended CICA Handbook Section 1400, to ireltshjuirements for management to assess and diszios
entity’s ability to continue as a going concernhisl section applies to interim and annual finansiatements
relating to fiscal years beginning on or after Jagul, 2008. The Company is currently assessiagnipact of this
new accounting pronouncement on its financial statds.

Goodwill and intangible assets

The AcSB issued CICA Handbook Section 3064 whieplaces Section 3062, Goodwill and Other Intangible
Assets, and Section 3450, Research and Develop@esiis. This new section establishes standardghfor
recognition, measurement, presentation and dis@osfi goodwill subsequent to its initial recogniti@and of
intangible assets.

Standards concerning goodwill remain unchanged fitmenstandards included in the previous Sectior230Bhe
section applies to interim and annual financiatesteents relating to fiscal years beginning on ¢era®ctober 1,
2008.



PETROMIN RESOURCES LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

2. SIGNIFICANT ACCOUNTING POLICIES (cont'd...)
International financial reporting standards (“IFR$”

In 2006, the AcSB published a new strategic plat will significantly affect financial reportingequirements for
Canadian companies. The AcSB strategic plan @glihe convergence of Canadian GAAP with IFRS awer
expected five year transitional period. In Febyu2008, the AcSB announced that 2011 is the chamgetate for
publicly-listed companies to use IFRS, replacing&ia’'s own GAAP. The date is for interim and amfinancial
statements relating to fiscal years beginning oaftar January 1, 2011. The transition date fer@@mpany will
be October 1, 2011 and will require the restaterfmantomparative purposes of amounts reported byGbmpany
for the year ended September 30, 2011. While tragainy has begun assessing the adoption of IFR®fdt, the
financial reporting impact of the transition to IERannot be reasonably estimated at this time.

3. EQUIPMENT
2008 2007
Accumulated Net Accumulated Net
Cost Amortization Book Value Cost Amortization Book Value
Computer
equipment $ 60,451 $ 46,608 $ 13,843 $ 57,724 $ 40,675 $ 17,049
Office equipment 18,738 7,460 11,278 15,354 5,064 10,290
Leasehold
improvements 37,781 5,549 32,232 - - -
$ 116,970 $ 59,617 $ 57,353 $ 73,078 $ 45739 $ 27,339
4, LONG-TERM INVESTMENT

On November 6, 2007, the Company subscribed to08M000 units of a private placement in Terrawestrgyn
Corp. (“Terrawest”) at a price of $0.015 per ur#gch unit consisting of one common share and omermm share
purchase warrant, with each full warrant exercisablo one additional common share of Terrawestfperiod of
two years at a price of $0.03 per share. On Deee®®, 2007, the Company purchased 700,000 preteshares

at a price of $0.015 per share from preferred $tudders of Terrawest. Terrawest is a Canadiarafely owned
coalbed methane development company. As a resulheofprivate placement and the purchase, the Caoynpan
acquired a 24.85% ownership interest in the capftdlerrawest.

The investment in Terrawest has been accountedusorg the equity method of accounting. The Company
recognized an investment loss of $119,363 in Tezshvior the period from November 6, 2007 to Sep&mdo,
2008.



PETROMIN RESOURCES LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

5. OIL AND GAS PROPERTIES
2008 2007
Canada U.S.A. Total Canada U.S.A. Total

Balance,

beginning of year $ 1,039,967 1 $ 1,039,968 $ 1,312,161 $ 1 $ 1,312,162
Deferred exploration
and development

costs 483,101 - 483,101 136,945 - 136,945
Asset retirement

obligation 28,421 - 28,421 13,261 - 13,261
Depletion during

the year (335,555 - (335,559 (422,400 - (422,400
Balance, end of

year $ 1,215934 $ 1 $ 1,215,935 $ 1,039,967 $ 1 $ 1,039,968

Canadian properties

Frog Lake Prospect, Alberta

The Company earned a 100% interest in petroleudmatural gas rights located in the Frog Lake Fiaions area
of Central Alberta by making cash payments tota$468,000 and incurring exploration costs of $100,0The
property is subject to crown royalties, as weltaa 3% gross overriding royalty.

During the year ended September 30, 2001, the Coynassigned a 40% interest in its Frog Lake Prddpelerog
Lake Energy Resource Corp. ("FLERC"), a private pany wholly-owned by the Frog Lake First NationheT
Company is also required to pay FLERC a 1% grossraing royalty.

During the year ended September 30, 2004, the Caoynpatered into a farm out agreement with 10792(&ka
Ltd. ("Alberta"), whereby Alberta will earn 25% ¢iie Company's interest in the farm out lands byimpyhe
Company's share of drilling costs and completiosts®f a second test well. The Company recoveréd $20
during the year ended September 30, 2004 and Allearned its 25% interest.

During the year ended September 30, 2006, the Coynpatered into an agreement with a private Alberta
company, Presto Energy Corp. (“Presto Energy”), rebg Presto Energy pays 40% of the drilling cosedon a
20% working interest before payout, convertibleatd0% working interest after payout, in a third Ivggilled at
Frog Lake.



PETROMIN RESOURCES LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

5. OIL AND GAS PROPERTIES (cont'd...)

Redwater North Prospect, Alberta

The Company acquired a 100% working interestpetaoleum and natural gas lease located in the Red\area of
Alberta by paying acquisition costs of $41,969. Theperty is subject to a 2% gross overriding royain the
Company’s share of value of production from thalkan

During the year ended September 30, 2004, the Caynpas farmed out its interest and the farmee beeed to
drill a number of wells to earn a working intere660% subject to overriding royalties payablehte Company.

Six wells have been completed before fiscal \#@08. For two of the six wells, the Company retangross
overriding royalty with the option to convert td68% working interest in one well and a 25% workinggrest in
the other well after payout. For the four additionells, the Company retains various working ingseranging
from approximately 12.5% to 25%.

In fiscal year 2008, three more wells were completeor one of the three wells, the Company retair25%
working interest and a gross overriding royaltyerged to the Company, convertible to a 12.5% waykirterest
after payout. The other two wells were farmed @te company retains an 11% gross overriding royalty

Calmar Prospect, Alberta

The Company entered into a farm-out agreementhiciwthe Company retains 20% of wellhead revenuethe
earning well plus a 15% royalty on 80% of wellhgasienue until payout, converting to a 52% workintgrest
after payout. The Company does not have a plaartber develop the property. Related capitalizedts are
considered as impaired.

Morningside Prospect, Alberta

The Company has entered into farm-out agreementdich the Company retains overriding royaltiesgiag from
2% to 15% depending on the substance. The Compasythe right to convert certain of the agreements i
working interests after payout.

The Company is also the general partner of Petréiaimingside Limited Partnership (“the Partnershifrhe
Partnership owns a 32.222% interest in the Mornidegprospect. The Partnership only receives royattgme,
being 32.222% of 15% royalties.

Gilby Prospect, Alberta

The Company acquired a 66.67% interest in a fudtige spacing unit, of which the Company sold a S50%rest
during the year ended September 30, 2003. Duriay¢iar ended September 30, 2004, the Company fasotdts
interest in the property retaining a 16.667% wagkinterest and a gross overriding royalty of 15%e Twell
reached payout and the company converted its’ wlregr royalty to a 16.667% working interest in i$2006. In
fiscal 2008, a new well was completed in the propén which the Company retains a 16.667% workintgrest.



PETROMIN RESOURCES LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

5.

OIL AND GAS PROPERTIES (cont'd...)

Ceiling test

During the year ended September 30, 2008, capthlinsts of $333,697 (2007: $Nil) are considereidhasired
and included in depletion. The full cost ceiliegtresults as of September 30, 2008 resulted impairment of
evaluated oil and gas properties. The future pricged in the September 30, 2008 ceiling testsafellaws:

Oil Gas

(Cdn$/Bbl) (Cdn$/MMcH)
2008 $ 68.00 $ 7.75
2009 70.00 8.00
2010 74.00 8.25
2011 78.00 8.50
2012 82.00 8.75

Prices received by the Company for oil and gasyctsdmay differ from the ones listed above becafigeirchase
price variations, market conditions, quality diffatials or marketing arrangements.

ASSET RETIREMENT OBLIGATION

The following table presents the reconciliatiorttef beginning and ending aggregate carrying amofuthie
obligation associated with the retirement of oifl ras properties.

As at September 30 2008 2007
Asset retirement obligation, beginning of year $ 936 $ 17,410
Asset retirement obligation capitalized 28,421 ,263
Accretion expense 1,915 1,305

Asset retirement obligation, end of year
$ 62,312 $ 31,976

The undiscounted amount of cash flows, requirest tive estimated reserve life of the underlyingg&sgo settle
the obligation, adjusted for inflation, is estintheg $88,892 (2007 - $56,410). The obligation walsudated using a
credit-adjusted risk free discount rate of 10% (20D0%) and an inflation rate of 2.5% (2007: 2%])s lexpected
that this obligation will be funded from generalr@many resources at the time the costs are incwitbdhe
majority of costs expected to occur between 20@b2417.



PETROMIN RESOURCES LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

7. LOANS PAYABLE
2008 2007
Loans payable, bearing interest at 11% per annepayable October 10, 2007  $ - $ 30,000
8. CAPITAL STOCK

During the year ended September 30, 2007, the Caynigaued 2,405,000 common shares at a price 85%er
share for gross proceeds of $841,750 pursuanptivate placement.

During the year ended September 30, 2008, the @oymssued 5,867,000 common shares in the cafitdileo
Company at a price of 0.38 per share for grossqawe of $2,229,460. Share issue costs of $12We68incurred
in relation to the private placement.

During the year ended September 30, 2008, the Caynisaued 200,000 common shares for proceeds q0@380
on the exercise of stock options ($25,980, reptesgithe fair market value of the stock optionsreised, was
allocated from contributed surplus to capital sjock

Stock options

The Company has a rolling stock option plan ircelander which it is authorized to grant optiondai0% of the
issued and outstanding common stock of the Compangxecutive officers and directors, employees and
consultants. Under the plan, the exercise priceach option equals the market price of the Compastgck on the
date of grant. The options can be granted for ammax term of 5 years. The options vest immediatelythe date

of the grant or otherwise at the discretion of Bward. The plan must be approved each year arthaal general
meeting of the shareholders.

Stock option transactions and the number of st@tions outstanding are summarized as follows:

Weighted

Average

Number Exercise

of Options Price

Balance, September 30, 2006 4573,310 $ 0.24

Options granted 542,867 0.28
Options cancelled/expired (150,000) 0.20

Balance, September 30, 2007 4,966,177 0.25
Options cancelled (1,150,000) 0.30
Options exercised (200,000 0.15

Balance, September 30, 2008 3,616,177 $ 0.24

Number of options exercisable 3,616,177 $ 0.24
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8. CAPITAL STOCK (cont'd...)

Stock options(cont'd...)

The following incentive stock options were outstizug and exercisable at September 30, 2008:

Number Exercise

of Shares Price Expiry Date

Options 200,000 0.15 September 30, 2009

1,086,310 0.15 October 28, 2010
355,000 0.20 March 24, 2011
117,000 0.25 April 10, 2011
900,000 0.30 April 18, 2011
565,000 0.33 June 27, 2011
250,000 0.26 October 2, 2011
142,867 0.35 April 23, 2012

Warrants

The Company had no warrant transactions during¢les ended September 30, 2008 and 2007.

Stock-based compensation

During the year ended September 30, 2008, the @oypgranted nil (2007 — 542,867) stock optionscisfmased
compensation expense using the Black-Scholes optiocing model was $Nil (2007 - $163,478), whichsaaso
recorded as contributed surplus on the balancet.shke weighted average fair value of the optiorented was
$Nil (2007 - $0.30) per option.

The following weighted average assumptions weegl disr the Black-Scholes valuation of stock optigranted
during the years ended September 30:

2008 2007
Risk-free interest rate - 3.95%
Expected life of options - 5 years
Annualized volatility - 220%

Dividend rate - 0.00%
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9. RELATED PARTY TRANSACTIONS

These financial statements include transactions reiated parties as follows:

a) Paid or accrued $64,500 (2007 - $78,000) in managefees to a director.
b) Paid or accrued $25,500 (2007 - $Nil) in salariea tirector.

c) Paid or accrued $23,200 (2007 - $Nil) in rent thenpany controlled by a former director.

d) Paid or accrued $501,256 (2007 - $363,011) in dinguees to an officer, a company controlled bfoemer

director and companies controlled by a director.
e) Paid $2,475 (2007 -$4,125) in interest on loansapkeyto directors and officers.
f) Repaid loans payable of $30,000 (2007 - $Nil) rectors and officers.

g) Received or accrued $86,394 in management feesTeyrawest Energy Corp. (Note 4).

The amounts due to related parties are unsecoogdinterest bearing, and have no specific termediyment.

These transactions were in the normal course afatipaes and were measured at the exchange amolch ghthe

amount of consideration established and agreey thérelated parties.

10. INCOME TAXES

A reconciliation of income taxes at statutory satéth the reported taxes is as follows:

2008
Loss before income taxes $ (560,711) $ (1,500,938)
Income tax recovery at statutory rates $ 178,895 $
Non-deductible expenses (173,850)
Recognized (unrecognized) benefit of non-capdssIcarry-forwards (5,045)

Income tax recovery $ - $
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10.

11.

12.

INCOME TAXES (contd...)

2008 2007
Future income tax assets:
Non-capital loss carryforwards $ 1,255,000 $ 1,500,896
Financing costs 33,000 -
Cumulative exploration and development expenses 9631000 2,638,057

3,251,000 4,138,953
Valuation allowance (3,251,000 (4,138,953

$ - 8 -

The Company has available for deduction againsréutaxable income non-capital losses of approxmat
$4,821,000. These losses, if not utilized, will iegghrough 2028. Subject to certain restrictiche, Company also
has resource expenditures available to reducel@akatmme in future years. Future tax benefits Whitay arise as
a result of these non-capital losses and resowdeations have been offset by a valuation allowamtkehave not
been recognized in these financial statementsaltleetuncertainty of their realizability.

SEGMENTED INFORMATION

As of September 30, 2008 and 2007, all of the Gomijs assets and operations are located in Caimatthe, oil and
gas industry.

SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FL OWS

2008 2007

Cash paid during the year for interest $ 5343 $ 9,900

Cash paid during the year for income taxes $ - $ -

The significant non-cash transactions for the ymated September 30, 2008 includes allocation of9R26for
stock options exercised during the year to capttatk from contributed surplus.

The significant non-cash transactions for the yeated September 30, 2007 includes accounts paghlEs8,563
relating to oil and gas property expenditures.
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13.

FINANCIAL INSTRUMENTS

The Company has exposure to the following riskenfits use of financial instruments: credit risk,rket risk and
liquidity risk. Management, the Board of Direct@sd the Audit Committee monitor risk managemeiitvaies
and review the adequacy of such activities.

Credit risk

Credit risk is the risk of potential loss to therany if a customer or counter party to a finanicisfrument fails to
meet its contractual obligations. The Company&itrrisk is limited to the carrying amount on thelance sheet
and arises from the Company’s cash and accourds/edate.

The Company’s cash is held through Canadian cleattieanks, which are high-credit quality financratitutions.
The Company’s accounts receivable are primarilynfroustomers operating in the petroleum and natyasl
industry within Canada. The Company does not exibeste customers to fail to meet their obligations.

Liquidity risk

Liquidity risk is the risk that the Company will hmeet its financial obligations as they fall du€éhe Company
manages its liquidity risk by forecasting cash fofvom operations, and anticipating investing amwarfcing
activities. As at September 30, 2008, the Compaat durrent assets of $1,976,567 to settle curiebilities of
$1,165,978, which have contractual maturities s$ ldhan 30 days and are subject to normal tradester

Market risk

Market risk is the risk of loss that may arise fratmanges in market prices, such as interest ratdsfaeign
exchange rates.

i) Interest rate risk

The Company has cash balances and no intereshtpelbt. The Company’s current policy is to invescess
cash in investment-grade short-term certificateslegosits issued by its banking institutions. Twmpany
periodically monitors the investments it makes anshtisfied with the credit rating of its banks.

ii) Foreign exchange rate risk

The Company’s functional currency is the Canadlatlar and major purchases are transacted in Canadi
dollars. The Company funds certain operations|agafion and administrative expenses in Asia bygighe
US dollar currency from its Canadian dollar bankaamts. Management believes the foreign exchaisgie r
derived from currency conversions is negligible #metefore does not hedge its foreign exchange risk

iii) Commodity price risk
The Company'’s financial performance is closelkédid to oil and natural gas prices. At September2808,

the Company had not entered into any financiakumsént contracts to reduce its exposure to fluzinatin
either commodity prices.
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13.

14.

15.

16.

FINANCIAL INSTRUMENTS (contd...)
Sensitivity analysis

The carrying value of cash, receivables, accoumtgalple and accrued liabilities, and due to relgtadies
approximate their fair values due to the relativ@iprt periods to maturities of these financiatrinments.

Based on management’'s knowledge of and experienteeifinancial markets, management does not leelieat
the Company’s current financial instruments willdféected by credit risk, liquidity risk or markesk.

CAPITAL MANAGEMENT

The Company’s objectives when managing capitat@safeguard its assets while at the same timetaiaimvestor,
creditor and market confidence and to sustain éutiavelopment of the business.

The oil and gas properties in which the Companyenily has an interest have just begun commerpiatasion and
are in ramp up phase and are currently incurrisgds; as such the Company is dependent on extieranading to
fund its activities. In order to carry out curr@perations and pay for administrative costs, then@any will spend its
existing working capital and raise additional amtsuas needed. The Company will continue to asssproperties
and seek to acquire an interest in additional pitaseif it feels there is sufficient geologic azomomic potential and
if it has adequate financial resources to do so.

Management reviews its capital management approaemn ongoing basis and believes that this appragedn the
relative size of the Company, is reasonable.

The Company and its subsidiaries are not subjeextiernally imposed capital requirements.

COMMITMENTS

The Company entered into a lease agreement foffit® premises commencing October 1, 2007 andngndi
September 30, 2012. Future lease payments ard@ssp

2009 $ 53,248
2010 $ 53,248
2011 $ 53,248
2012 $ 53,248

SUBSEQUENT EVENT

On October 27, 2008 the Company granted 200,00k stptions to members of its International Advis&yard at
the price of $0.12 per share.



