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AUDITORS' REPORT 
 
 
 
To the Shareholders of 
Petromin Resources Ltd.  
 
 
We have audited the consolidated balance sheets of Petromin Resources Ltd. as at September 30, 2006 and 2005 and the consolidated statements of 
operations, changes in shareholders’ equity (deficiency) and cash flows for the years then ended.  These financial statements are the responsibility of 
the Company's management.  Our responsibility is to express an opinion on these financial statements based on our audits. 

 
We conducted our audits in accordance with Canadian generally accepted auditing standards.  Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements.  An audit also includes assessing the accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial statement presentation. 
 
In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of 
the Company as at September 30, 2006 and 2005 and the results of its operations and its cash flows for the years then 
ended in accordance with Canadian generally accepted accounting principles. 
 
 
 
 

“DAVIDSON & COMPANY LLP” 
 
Vancouver, Canada Chartered Accountants 
  
December 19, 2006  
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CONSOLIDATED BALANCE SHEETS

2006 2005

ASSETS

Current assets
      Cash $ 523,629         $ 215,284         
      Receivables 352,886         155,953         

876,515         371,237         

Equipment (Note 3) 31,322           12,099           
Oil and gas properties (Note 4) 1,312,162      1,247,793      

$ 2,219,999    $ 1,631,129      

LIABILITIES AND SHAREHOLDERS' EQUITY 

Current liabilities
      Accounts payable and accrued liabilities $ 651,147         $ 474,849         
      Accounts payable and accrued liabilities - related parties 84,711           600,874         
      Loans payable (Note 6) 30,000           150,000         

765,858         1,225,723      
Asset retirement obligation (Note 5) 17,410           11,905           

783,268         1,237,628      
Shareholders' equity 
       Capital stock (Note 7) 14,813,023 12,339,913    
       Contributed surplus (Note 7) 1,529,992 138,102         
       Deficit (14,906,284)   (12,084,514)   

1,436,731      393,501         

$ 2,219,999 $ 1,631,129      

Nature and continuance of operations (Note 1)
Subsequent events (Note 13)

On behalf of the Board:
        

"A. Ross Gorrell" Director "Kenny W. Chan" Director

The accompanying notes are an integral part of these consolidated financial statements

AS AT SEPTEMBER 30

PETROMIN RESOURCES LTD.



 

2006 2005

REVENUE (Net of Royalties) $ 1,762,368      $ 924,023         

DIRECT COSTS 925,110 518,304

837,258         405,719         

EXPENSES
   Accretion of asset retirement obligation 1,583             1,082             
   Consulting 629,693         374,182         
   Depletion and amortization 195,015         177,570         
   Listings and transfer agent fees 24,822           27,157           
   Management fees 78,000           78,000           
   Office, rent and telephone 133,527         90,551           
   Professional fees 92,413           77,073           
   Property investigation fees 429,500         -                     
   Stock-based compensation 1,688,559      -                     
   Travel and promotion 401,694         148,969         

3,674,806      974,584         

Loss before other items (2,837,548)     (568,865)        

OTHER ITEMS
   Interest income and other 8,859             972                
   Foreign exchange gain (loss) 6,919             (295)               
   Loss on settlement of contingency -                     (59,000)          

15,778           (58,323)          

Loss for the year $ (2,821,770)     $ (627,188)        

Basic and diluted loss per common share (0.07)$            (0.02)$           

Weighted average number of common shares outstanding 41,971,844  36,022,519    

The accompanying notes are an integral part of these consolidated financial statements

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

 



CONSOLIDATED STATEMENTS OF CASH FLOWS

2006 2005

OPERATING ACTIVITIES
    Loss for the year $ (2,821,770)  $ (627,188)    
    Items not affecting cash:
      Accretion of asset retirement obligation 1,583           1,082         
      Depletion and amortization 195,015       177,570     
      Stock-based compensation 1,688,559    -                 
 

Changes in non-cash working capital items:
     Increase in receivables (196,933)     (32,523)      
     Decrease in accounts payable (61,489)       (237,393)    
     Decrease in accounts payable - related parties (516,163)     (127,526)    

Net cash used in operating activities (1,711,198)  (845,978)    

INVESTING ACTIVITIES
   Investment in oil and gas properties (13,357)       (41,828)      
   Acquisition of equipment (23,541)       (8,751)        
   Finder's fee payable -                  (20,936)      

Net cash used in investing activities (36,898)       (71,515)      

FINANCING ACTIVITIES
   Proceeds on issuance of capital stock 1,256,050    1,109,210  
   Proceeds from exercise of share warrants 596,641       -                 
   Proceeds from exercise of share options 323,750       -                 

Proceeds from loans payable -                  150,000     
Payments on loans payable (120,000)     (150,000)    

Net cash provided by financing activities 2,056,441    1,109,210  

Change in cash during the year 308,345       191,717     
    

Cash, beginning of year 215,284       23,567       

Cash, end of year $ 523,629      $ 215,284    

Supplemental disclosure with respect to cash flows (Note 11)

The accompanying notes are an integral part of these consolidated financial statements

PETROMIN RESOURCES LTD.

YEAR ENDED SEPTEMBER 30

 



PETROMIN RESOURCES LTD. 
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY (DEFICIENCY) 
 
  

 
 

Number of 
Common 

Shares

 
 

Common 
Shares 

Issued and 
Fully Paid

 
 
 
 

Contributed 
Surplus

 
 
 
 

 
Deficit 

 
 
 
 
 

Total
      
      
      
Balance at September 30, 
2004 

 30,278,368 $11,012,921 $   355,884 $ (11,457,326) $ (88,521)

      
 Private Placement  2,000,000  350,000  -    -     350,000
       
 Exercise of warrants  3,034,734  455,210  -    -     455,210
      
 Exercise of options  2,010,000  521,782  (217,782)  -     304,000
      
 Loss for the year  -    -    -    (627,188)  (627,188)
      
Balance at September 30, 
2005 

 37,323,102  12,339,913  138,102  (12,084,514)  393,501

      
 Private Placement, net of  
  issuance costs 

 
 6,446,666

 
   1,256,050

 
 -   

  
 - 

  
 1,256,050 

       
 Exercise of warrants  3,977,606  596,641  -    -  596,641
       
 Exercise of options  2,075,000  620,419  (296,669)  -  323,750
      
 Stock-based compensation  -                  -   1,688,559  -  1,688,559
       
 Loss for the year  -    -    -    (2,821,770)  (2,821,770)
      
Balance at September 30, 
2006 

 49,822,374 $14,813,023 $ 1,529,992 $ (14,906,284) $1,436,731

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these consolidated financial statements 
 
 



PETROMIN RESOURCES LTD. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
SEPTEMBER 30, 2006 
     

1.  NATURE AND CONTINUANCE OF OPERATIONS  

The Company is incorporated under the laws of British Columbia and its principal business activities include the 
acquisition and development of oil and gas properties.  

The Company is in the process of exploring and developing its oil and gas properties. The recoverability of the amounts 
shown for oil and gas properties are dependent upon the existence of economically recoverable reserves, the ability of the 
Company to obtain necessary financing to complete the development and upon future profitable production.  

These consolidated financial statements have been prepared in accordance with Canadian generally accepted accounting 
principles with the assumption that the Company will be able to realize its assets and discharge its liabilities in the normal 
course of business rather than through a process of forced liquidation. Continued operations of the Company are 
dependent on the Company's ability to receive continued financial support, complete public equity financings, or generate 
profitable operations in the future.  

 
 
  

  
2006 

 
2005 

   
Working capital (deficiency) $ 110,657  $         (854,486)
Deficit  (14,906,284)  (12,084,514)

 
 

2.  SIGNIFICANT ACCOUNTING POLICIES  

Use of estimates  

 

 
The preparation of financial statements in accordance with Canadian generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amount of assets and liabilities and the disclosure 
of contingent assets and liabilities at the date of the financial statements and the reported amount of revenues and 
expenses during the year. Actual results could differ from these estimates.  

Principles of consolidation  

These consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries, 
International King Jack Hydrocarbons Inc. and Far East Oil & Gas Ltd. All significant inter-company balances and 
transactions have been eliminated upon consolidation.  

Oil and gas properties  

The Company follows the full cost method of accounting for its oil and gas operations, whereby all costs of exploring for 
and developing oil and gas reserves are capitalized in cost centres on a country-by-country basis. Such costs include land 
acquisition costs, geological and geophysical costs, carrying charges on non-producing properties, costs of drilling both 
productive and non-productive wells, cost of production and gathering equipment and administrative charges directly 
related to acquisition, exploration and development activities. Proceeds from the disposal of oil and natural gas properties 
are applied against capitalized costs. Gains or losses are not recognized on disposals unless crediting the proceeds against 
capitalized costs would materially alter the rate of depletion.  



PETROMIN RESOURCES LTD. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
SEPTEMBER 30, 2006 
     

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

Oil and gas properties (cont' d ... )  

Exploration costs renounced due to flow-through share subscription agreements remain capitalized. However, for income 
tax purposes, the Company has no right to these expenses nor the related depletion allowance. The amounts shown for oil 
and gas properties represent costs to date and are not intended to reflect present or future values.  

Depletion  

The capitalized costs together with estimated future capital costs associated with the development of proven reserves are 
depleted and amortized using the unit-of-production method based on proven oil and natural gas reserves, before 
royalties, determined by Company and independent engineers. For purposes of the depletion and amortization 
calculations, oil and natural gas reserves are converted to a common unit of measure based upon their relative energy 
content.  

Ceiling test  

In applying the full cost method, the Company performs a ceiling test which restricts capitalized costs less accumulated 
depletion and amortization from exceeding the estimated undiscounted value of future net revenues from proved oil and 
natural gas reserves less estimated future removal and site restoration costs, general and administrative expenses, 
financing costs and income taxes. In calculating the ceiling test, the year end prices of oil and natural gas are used and all 
costs are assumed to be constant.  

The Company periodically reviews the cost associated with undeveloped properties to determine whether the costs will be 
recoverable. If the results of the review indicate impairment has occurred, the cost of the property or the amount of the 
impairment is added to the full cost pool.  

Asset retirement obligations  

The Company recognizes the fair value of a liability for an asset retirement obligation in the year in which it is incurred 
when a reasonable estimate of fair value can be made. The carrying amount of the related long-lived asset is increased by 
the same amount as the liability.  

Changes in the liability for an asset retirement obligation due to the passage of time will be measured by applying an 
interest method of allocation. The amount will be recognized as an increase in the liability and an accretion expense in the 
statement of operations. Changes resulting from revisions to the timing or the amount of the original estimate of 
undiscounted cash flows are recognized as an increase or a decrease in the carrying amount of the liability for an asset 
retirement obligation and the cost of the related long-lived asset.  

Revenue recognition  

Revenue from the sale of oil and gas products is recognized upon the passage of title and when ultimate collection is 
reasonably assured.  



a)  
PETROMIN RESOURCES LTD. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
SEPTEMBER 30, 2006 
     

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

Foreign currency translation  

The monetary assets and liabilities of the Company that are denominated in foreign currencies are translated at the rate of 
exchange at the balance sheet date and non-monetary items are translated at historical rates. Revenues and expenses are 
translated at the average exchange rate for the year. Exchange gains and losses arising on translation are included in the 
statement of operations.  

Equipment  

Equipment is recorded at cost less accumulated amortization. Amortization is being provided for annually using the 
declining balance method of amortization at the following rates:  

 
Computer equipment 
Office equipment  

Stock-based compensation  

 

30% 
20%  

 
The Company uses the fair value-based method of accounting for all awards of stock options and direct awards of stock.  

Income taxes  

The Company follows the asset and liability method of accounting for income taxes. Under this method, future income 
taxes are recognized for the future income tax consequences attributable to differences between the financial statement 
carrying values and their respective income tax bases (temporary differences). Future income tax assets and liabilities are 
measured using enacted income tax rates expected to apply to taxable income in the years in which temporary differences 
are expected to be recovered or settled. The effect on future income tax assets and liabilities of a change in tax rates is 
included in income in the period in which the change occurs. The amount of future income tax assets recognized is 
limited to the amount that is more likely than not to be realized.  

Flow-through shares 
 

Canadian tax legislation permits a company to issue flow-through shares whereby the deduction for tax purposes relating 
to qualified resource expenditures is claimed by the investors rather than the Company.  Recording these expenditures for 
accounting purposes gives rise to taxable temporary differences.  When flow-through expenditures are renounced, a 
portion of the future income tax assets that were not recognized in previous years, due to the recording of a valuation 
allowance, are recognized as a recovery of income taxes in the statement of operations. 

Loss per share  

The Company uses the treasury stock method to compute the dilutive effect of options, warrants and similar instruments. 
Under this method the dilutive effect on earnings per share is recognized on the use of the proceeds that could be obtained 
upon exercise of options, warrants and similar instruments. It assumes that the proceeds would be used to purchase 
common shares at the average market price during the period. For the years presented, this calculation proved to be anti-
dilutive.  

Basic loss per share is calculated using the weighted-average number of shares outstanding during the year.  



PETROMIN RESOURCES LTD. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
SEPTEMBER 30, 2006 
     
 
 
 
2.  SIGNIFICANT ACCOUNTING POLICIES (cont' d ... ) 
 

Comparative figures  

Certain comparative figures have been reclassified to conform with the current year's presentation.  
 
 
 
3. EQUIPMENT 
 

   
2006 

    
2005 

 

  
 

Cost

 
Accumulated 
Amortization

 
Net 

Book Value

 
 

Cost 

 
Accumulated 
Amortization

 
Net 

Book Value
        
Computer equipment $ 53,958 $ 35,269 $ 18,689  $ 43,466 $ 31,700 $ 11,766 
        
Office equipment  15,354  2,721  12,633   2,305  1,972  333 
        
 $ 69,312 $ 37,990 $ 31,322  $ 45,771 $ 33,672 $ 12,099 

 
 
 
 
4. OIL AND GAS PROPERTIES  
 

   
2006 

    
2005 

 

  
Canada 

 
U.S.A. 

 
Total 

  
Canada 

 
U.S.A. 

 
Total 

        
Balance,        
 beginning of year $ 1,247,792 $ 1 $ 1,247,793  $ 1,368,569 $ 1 $  1,368,570 
        
Deferred exploration 
 and development 

 
 241,305

 
 -   

 
 241,305 

  
 468,498 

 
 -    

 
 468,498 

 costs              
Recoveries  -    -    -      (426,670)  -     (426,670)
Depletion during        
 the year  (190,697)  -    (190,697)   (172,444)  -     (172,444)
Asset retirement        
   Obligation  13,761  -    13,761   9,839  -     9,839 
        
Balance, end of year $ 1,312,161 $ 1 $ 1,312,162  $ 1,247,792 $ 1 $ 1,247,793 



PETROMIN RESOURCES LTD. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
SEPTEMBER 30, 2006 
     
 

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

CANADA  
 

Frog Lake Prospect, Alberta  

The Company earned a 100% interest in petroleum and natural gas rights located in the Frog Lake First Nations area of 
Central Alberta by making cash payments totaling $408,000 and incurring exploration costs of $100,000.  

During the year ended September 30, 2001, the Company assigned a 40% interest in its Frog Lake Prospect to Frog Lake 
Energy Resource Corp. ("FLERC"), a private company wholly-owned by the Frog Lake First Nation. The Company 
financed FLERC's cost of acquisition which was repaid from oil and gas produced or obtained pursuant to the said 40% 
interest in any rights and/or leases earned.  

During the year ended September 30, 2004, the Company entered into a farm out agreement with 1079206 Alberta Ltd. 
("Alberta"), whereby Alberta will earn 25% of the Company's interest in the farm out lands by paying the Company's 
share of drilling costs and completion costs of certain test wells. The Company recovered $200,000 during the year ended 
September 30, 2004 and Alberta earned its 25% interest.   The Company, during the year ended September 30, 2006, 
entered into an agreement with a private Alberta company, Presto Energy (“Presto”), whereby Presto pays 40% of the 
drilling cost to earn a 20% working interest before payout, convertible to a 10% working interest after payout, in a third 
well drilled at Frog Lake. 

The property is subject to crown royalties, as well as to a 3% gross overriding royalty payable.  

 

Redwater North Prospect, Alberta  

The Company acquired a 100% working interest in a petroleum and natural gas lease located in the Redwater area of 
Alberta by paying acquisition costs of $41,969. The Company has farmed out its interest and the farmee has agreed to 
drill a number of wells to earn a working interest of 50% subject to overriding royalties payable to the Company.  

 
Calmar Prospect, Alberta  
The Company entered into a farm-out agreement in which the Company retains 20% of wellhead revenues on the earning 
well plus a 15% royalty on 80% of wellhead revenue until payout, converting to a 52% working interest after payout.  

Morningside Prospect, Alberta  

The Company has entered into farm-out agreements in which the Company retains overriding royalties ranging from 2% 
to 15% depending on the substance. The Company has the right to convert certain of the agreements into working 
interests after payout which range from 25% to 30%.  

  

Gilby Prospect, Alberta  

The Company acquired a 66.67% interest in a full section spacing unit. During fiscal 2003, the Company sold a 50%  
interest for gross proceeds of $26,667, which was credited against the capitalized costs of the oil and gas properties. 
During the year ended September 30, 2004, the Company farmed out its interest in the property retaining a 16 2/3% 
working interest and a gross overriding royalty of 15%.  
 

 
 
 
 
 
 



 
PETROMIN RESOURCES LTD. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
SEPTEMBER 30, 2006 
     

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

INDONESIA 

 
The company has been presented the opportunity to be involved in a tendering process for several  large-scale oil and gas 
projects in Indonesia  In this regard, the Company has purchased technical data pertaining to four projects, the cost of 
which is included in project investigation costs, and has had the opportunity to acquire data with respect to six other 
projects.  There is no guarantee the Company will determine any project will be worthy of a bid or that any bid made by 
the Company will be accepted.   
 

The full cost ceiling test results as of September 30, 2006 resulted in no impairment of evaluated oil and gas properties. 
The future prices used in the September 30, 2006 ceiling test are as follows:  

 
  

Oil  
(Cdn$/Bbl) 

  
2007 $ 40.56 
2008  38.02 
2009  35.33 
2010  33.18 
2011  33.88 

 

5. ASSET RETIREMENT OBLIGATION 

 The following table presents the reconciliation of the beginning and ending aggregate carrying amount of the obligation 
 associated with the retirement of oil and gas properties.  

 

As at September 30,  
 

2006 
 

2005 
   
Asset retirement obligation, beginning of year $ 11,905 $ 10,823 
Liabilities incurred  3,922  -    
Accretion expense  1,583  1,082
Asset retirement obligation, end of year $ 17,410 $ 11,905



PETROMIN RESOURCES LTD. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
SEPTEMBER 30, 2006 
     
 

5.           ASSET RETIREMENT OBLIGATION  (cont’d….) 

 The undiscounted amount of cash flows, required over the estimated reserve life of the underlying assets, to settle the 
obligation, adjusted for inflation, is estimated at $32,280 (2005 - $21,090). The obligation was calculated using a credit-
adjusted risk free discount rate of l0% and an inflation rate of 2%. It is expected that this obligation will be funded from 
general Company resources at the time the costs are incurred with the majority of costs expected to occur between 2008 
and 2011. 

6.  LOANS PAYABLE  
 
 

  
2006 

 
2005 

   
Loans payable, bearing interest at 11% per annum, repayable October 10, 
2007. 

$ 30,000  $         150,000

 
 

7. CAPITAL STOCK  

  

 On January 31, 2005, the Company issued 2,000,000 common shares valued at $350,000 pursuant to a private placement.  

  During the year ended September 30, 2005, the Company issued 2,010,000 common shares for total proceeds of $304,000 
on the exercise of stock options 

 During the year ended September 30, 2005, the Company issued 3,034,734 common shares for proceeds of $455,210 on 
the exercise of warrants.  

 

On December 30, 2005, the Company issued 1,400,000 flow-through common shares at a price of $0.15 per share for 
total proceeds of $210,000 pursuant to a private placement.  

On March 16, 2006 and May 26, 2006, the Company issued 2,696,666 and 2,350,000 common shares at a price of $0.15 
and $0.30 per share, respectively for total proceeds of $ 1,109,500. Share issue costs of $63,450 were incurred in relation 
to the private placement.  

During the year ended September 30, 2006, the Company issued 2,075,000 common shares for proceeds of $323,750 on 
the exercise of stock options ($296,669, representing the fair market value of the stock options exercised, was allocated to 
capital stock). 

During the year ended September 30, 2006, the Company issued 3,977,606 common shares for proceeds of $596,641, on 
the exercise of warrants. 

Stock options  

The Company has a rolling stock option plan in place under which it is authorized to grant options up to 10% of the 
issued and outstanding common stock of the Company to executive officers and directors, employees and consultants. 
Under the plan, the exercise price of each option equals the market price of the Company's stock on the date of grant. The 
options can be granted for a maximum term of 5 years. The plan must be approved each year at the annual general 
meeting of the shareholders. Under the terms of the plan, all options vest immediately.  

 
 
 
 
 
 
 
 



PETROMIN RESOURCES LTD. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
SEPTEMBER 30, 2006 
     
 

7.  CAPITAL STOCK (cont' d ... )  

Stock options (cont' d ... )  

Stock option transactions and the number of stock options outstanding are summarized as follows: 

 
  

 
 

Number 
of Options 

 
Weighted 
Average 
Exercise 

Price 
   
Balance, September 30, 2004  3,027,000 $ 0.20 
 Options granted  -       -    
 Options cancelled/expired  (247,000)  0.49 
 Options exercised     (2,010,000)               0.49 
   
Balance, September 30, 2005  770,000  0.22 
 Options granted  6,149,310  0.22 
 Options cancelled/expired  (271,000)  0.52 
 Options exercised  (2,075,000)               0.15 
   
Balance, September 30, 2006  4,573,310 $ 0.24 
   
Number of options currently exercisable  4,573,310 $ 0.24 

 
 
 The following incentive stock options were outstanding and exercisable at September 30, 2006: 
 

  
Number 

of Shares 

  
Exercise 

Price 

  
 
Expiry Date 

      
Options 150,000  $ 0.20  November 12, 2006 (subsequently expired) 
 200,000   0.15  September 30, 2009 
 1,286,310   0.15  October 28, 2010 
 430,000   0.20  March 24, 2011 
 167,000   0.25  April 10, 2011 
 1,300,000   0.30  April 18, 2011 
 1,040,000   0.33  June 27, 2011 

 

 

 

 

 

 

 



PETROMIN RESOURCES LTD. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
SEPTEMBER 30, 2006 
     
 
 

7. CAPITAL STOCK (cont’d…) 

Warrants   

Warrant transactions and the number of warrant outstanding are summarized as follows: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Stock-based compensation 

During the year ended September 30, 2006, the Company granted 6,149,310 (2005 – nil) stock options. Stock-based compensation 
expense using the Black-Scholes option pricing model was $1,688,559 (2005 - $nil), which was also recorded as contributed surplus on 
the balance sheet. The weighted average fair value of the options granted was $0.27 (2005 - $nil) per option.  

 

The following weighted average assumptions were used for the Black-Scholes valuation of stock options granted during the year ended 
September 30:  

 
 

   
 

  
 
 

Number 
of Options 

 
Weighted 
Average 
Exercise 

Price 
   
Balance, September 30, 2004   7,807,180 $ 0.15 
 Warrants issued  -       -    
 Warrants cancelled/expired  -         -    
 Warrants exercised     (3,034,734)               0.15 
   
Balance, September 30, 2005  4,772,446  0.15 
 Warrants issued  -       -    
 Warrants cancelled/expired  (794,840)  0.15 
 Warrants exercised     (3,977,606)               0.15 
   
Balance, September 30, 2006  -    $  -    

 2006 2005 
Risk-free interest rate 3.95%   -     
Expected life of options 5 years    -    
Annualized volatility 296%   -     
Dividend rate 0.00%  -     



 

PETROMIN RESOURCES LTD. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
SEPTEMBER 30, 2006 
     
 

8.  RELATED PARTY TRANSACTIONS  

These financial statements include transactions with related parties as follows:  

a) Paid or accrued $78,000 (2005 - $78,000) in management fees to a director.  

b) Paid or accrued $371,099 (2005 - $261,185) in consulting fees to directors, officers and companies controlled by a director. 

c) Paid or accrued $13,475(2005 -$14,300) in interest on loans payable to directors and officers 

d) Repaid $120,000 in loans payable (2005 – received $130,000) to directors and officers. 

These transactions were in the normal course of operations and were measured at the exchange amount which is the amount of 
consideration established and agreed to by the related parties.  

 

9. INCOME TAXES 
 
 
 A reconciliation of income taxes at statutory rates with the reported taxes is as follows: 
 

  
2006 

 
2005 

   
Loss before income taxes $ (2,821,770) $ (627,188)
   
Income tax recovery at statutory rates $  962,788 $  221,052 
Non-deductible expenses  (825,197)  (73,331)
Unrecognized benefit of  non-capital loss carry-forwards  (137,591)  (147,721)
   
Income tax recovery $ -     $ -    

 



PETROMIN RESOURCES LTD. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
SEPTEMBER 30, 2006 
     
 

9. INCOME TAXES (cont’d…) 
 

  
2006 

 
2005 

   
Future income tax assets:   
 Non-capital loss carryforwards $ 969,214 $ 1,275,169 
 Equipment  4,350  2,876 
 Cumulative exploration and development expenses  2,492,776  2,465,170 
   
  3,466,340  3,743,215 
   
Valuation allowance  (3,466,340)  (3,743.215)  
   
 $ -    $ -    

 
 

The Company has available for deduction against future taxable income non-capital losses of approximately $4,529,000. These losses, if 
not utilized, will expire commencing in 2007 until 2026. Subject to certain restrictions, the Company also has resource expenditures 
available to reduce taxable income in future years. Future tax benefits which may arise as a result of these non-capital losses and 
resource deductions have been offset by a valuation allowance and have not been recognized in these financial statements due to the 
uncertainty of their realizability.  

 

10.  SEGMENTED INFORMATION  

 
As of September 30, 2006 and 2005, all of the Company's assets and operations are located in Canada, in the oil and gas industry.  

 

11. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS 
 

  
2006 

 
2005 

   
Cash paid during the year for interest $ 16,500 $ 15,460 
   
Cash paid during the year for income taxes $  $ -    

 
 The significant non-cash transactions for the year ended September 30, 2006 include: 
 
 a) Included in accounts payable is $237,787 (2005 - $nil), in oil and gas property expenditures. 
 
 b) Upon the exercise of stock options, $296,669 was allocated to capital stock from contributed surplus.  
 
 The significant non-cash transaction for the year ended September 30, 2005 includes: 
  
 a) Upon the exercise of stock options, $217,782 was allocated to capital stock from contributed surplus.   
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12.  FINANCIAL INSTRUMENTS  

The Company's financial instruments consist of cash, receivables, accounts payable and accrued liabilities, accounts payable and accrued 
liabilities – related parties, and loans payable. Unless otherwise noted, it is management's opinion that the Company is not exposed to 
significant interest, currency or credit risks arising from these financial instruments. The fair value of these financial instruments 
approximates their carrying values, unless otherwise noted.  

 
 

13.  SUBSEQUENT EVENTS  

The following events occurred subsequent to September 30, 2006:  

a) The Company granted stock options to acquire 400,000 common shares in the capital of the Company at an exercise price of $0.255 per 
share, to consultants, directors and officers.  

b) On October 10, 2006, Petromin signed a technical co-operation agreement with Alberta Research Council to focus largely on CO2 
sequestration prospects in China and Indonesia. 

 
 
 

 
 
 


