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NOTICE TO READER 
 
 
 

Responsibility for Financial Statements 
 

The accompanying financial statements for Softrock Minerals Ltd. (“Softrock” or the “Company”) 
have been prepared by management in accordance with Canadian generally accepted 
accounting principals consistently applied. The most significant of these accounting principals 
have been set out in the Company’s December 31, 2007 audited financial statements. 
 
Only changes in accounting information have been disclosed in these financial statements. 
These statements are presented on the accrual basis of accounting. Accordingly, a precise 
determination of many assets and liabilities is dependent on future events. Therefore estimates 
and approximations have been made using careful judgment. Recognizing that the Company is 
responsible for both integrity and objectivity of the financial statements, management is satisfied 
that these financial statements have been fairly presented. 
 
 
 

Auditor Involvement 
 
The Auditor of Softrock Minerals Ltd. has not performed a review of the comparative financial 
statements for the three and nine months ended September 30, 2008 and September 30, 2007 
 
 
 

Notice 
 
These interim period financial statements should be read in conjunction with the audited 
financial statements and the accompanying notes in the Company’s latest filing. In the 
opinion of the Company, its unaudited interim financial statements contain all 
adjustments necessary in order to present a fair statement of the results of the interim 
period presented. 
 



 
Softrock Minerals Ltd. 
 

 

Statement of Operations, Comprehensive Income and Deficit 
( unaudited ) 

 
 
 

 Three Months Ended Nine Months Ended 
 September 30 September 30 
 2008 2007 2008 2007 

 
 REVENUE 
Oil and gas income   18,234 9,411 46,304 30,002 
Royalty expense      300 
Oil and gas operating expense   ______ 1,258 1,141 48,065 
   18,234 8,153 45,163 (18,363) 
 
 
Gain/loss on disposal of marketable securities    (18,170) 73,730 
Interest income   _____   10 
   18,234 8,153 26,993 55,377 
 
 
 EXPENSES 
Accounting and audit   1,007 1,238 (380) 1,738 
Rent    1,455 3,395 3,880 
Corporate expense   993 4,167 15,472 11,238 
General and administrative expense  (net of recoveries)  1,934 3,534 5,589 
Consultants   (403)  6,190 6,122 
Depletion and amortization       
Stock based compensation   _____    
   1,597 8,794 28,211 28,677 
 
 
Income (loss) and comprehensive income  16,637 (641) (1,218) 26,700 
 
 
Deficit – beginning of period   2,175,254 2,033,379 2,157,399 2,060,720 
 
Deficit and accumulated other comprehensive income,  
 end of period  2,158,617 2,034,020 2,158,617 2,034,020 
 
 
 
 
 
 
 



 
Softrock Minerals Ltd. 
 

 

 

Balance Sheets 
 

, 
Sept. 30, 2008 

Unaudited 
Dec. 31 2007

Audited
      
Assets 
Current   
 Cash and cash equivalents $ 93,540 $ 14,653
 Accounts receivable  7,987  8,807
   
  101,527  23,460
   

Marketable securities (note 3)  75,000  150,000
   
Property, plant and equipment (note 4)  226,105  170,887
Mineral claims                3,969  
Advances to joint venture partners    24,280
   
 $ 406,601 $ 368,627
 
Liabilities 
Current   
 Accounts payable and accrued liabilities $ 38,133 $ 98,940
   
  38,133  98,940
   
Asset retirement obligations (note 6)  10,389  10,389
   
  48,522  109,329
   
Shareholders’ Equity   
   
Share capital (note 8b)  2,429,558  2,329,558
Contributed surplus (note 9)  87,139  87,139
Deficit and accumulated other comprehensive loss  (2,158,618)  (2,157,399)
   
  358,079  259,298
   
 $ 406,601 $ 368,627
 
 
Approved by the Board: 
 
(Signed)    Nick Taylor , Director 
 
 
(Signed)    T.M.M. Bender, Director 
 
 



 
Softrock Minerals Ltd. 
 

 

 

 
Statement of Cash Flows 
(Unaudited) 
  Three Months Ended Six Months Ended 
  September 30 September 30 
  2008 2007 2008 2007  
 
Cash provided by (used for) operating activities 
Net income (-) loss  16,637 (641) (1,218) 26,700 
Adjustments to reconcile net income to net cash 
Marketable securities    75,000 200,000 
Debenture      (34,000) 
Future income tax asset     103,500 
 
Accounts receivable   6,025 (335) 820 (478) 
Accounts payable  (21,407) 85,573 (36,528) 95,983 
   1,255 84,597 38,074 391,705 
 
Financing activities 
Issue common stock    100,000  
Subscriptions receivable     (1,000) 
Future income tax asset  _______   (103,500) 
     100,000 (104,500) 
 
 
Investing activities 
Investment in oil and gas properties (8,123) (85,224) (59,187) (94,146) 
 
Increase (decrease) in cash  (6,868) (627) 78,887 193,059 
 
Cash at beginning of period  100,408 212,874 14,653 19,188 
 
Cash at end of period  93,540 212,247 93,540 212,247 
 
 



1. Nature of operations and going concern 
 
Softrock Minerals Ltd., (the “Company”) is a public company incorporated under the Alberta 
Business Corporations Act with its shares traded on the TSX Venture Exchange, it carries on the 
business of oil and gas exploration and development in Western Canada. 
 
These financial statements have been prepared on the basis of accounting principles applicable 
to a “going concern”, which assumes that the Company will continue operations in the 
foreseeable future and will be able to realize its assets and discharge its liabilities in the normal 
course of operations. These financial statements do not give effect to any adjustments which 
could be necessary should the Company be unable to continue as a going concern and therefore, 
be required to realize its assets and discharge its liabilities in other than the normal course of 
business and at amounts different from those reflected in the accompanying financial statements. 
 
The Company has incurred recurring operating losses and has a working capital of $63,394 at 
September 30, 2008 (2007 - $52,869). 
 

2. Significant accounting policies 
 
The financial statements of the Company have been prepared by management in accordance 
with Canadian generally accepted accounting principles applied on a consistent basis within 
reasonable limits of materiality and within the framework of the accounting policies summarized 
below: 
 
a) Measurement uncertainty 
 

The preparation of financial statements in conformity with Canadian generally accepted 
accounting principles requires management to make estimates and assumptions that affect 
the reported amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenues and 
expenses during the reporting period.   
 
 

b) Cash and cash equivalents 
 

The Company considers cash and cash equivalents to be cash and short-term investments 
with original maturities of three months or less from the date of acquisition. 
 

c) Marketable securities 
 

Marketable securities are carried at fair value and unrecognized gains or losses are 
recognized in earnings in the period incurred. 

 
d) Property, plant and equipment 
 

The Company follows the full cost method of accounting for its petroleum and natural gas 
operations, whereby all costs of exploration for and development of petroleum and natural 
gas reserves are capitalized. Depreciation of capital assets not related to petroleum and 
natural gas properties is provided using declining balance basis at rates ranging from 10 to 
30 percent. 
 
The Company performs a ceiling test calculation under a two part process.  Part I, the 
recognition of impairment, is determined by comparing the carrying value of property and 
equipment with the sum of the undiscounted cash flows expected to result from the 
production of the Company’s proved reserves.  Cash flows are calculated based on 
management’s best estimate of future prices.  If impairment exists, Part II calculates the 
magnitude of the impairment by comparing the carrying value of the property and equipment 



 

 

to the fair value of proved and probable reserves.  Fair value is estimated using accepted 
present value techniques, which incorporate risk and other uncertainties as well as the 
future value of reserves when determining expected cash flows.  Any excess carrying value 
above the net present value of future cash flows would be recorded as impairment and 
charged as additional depletion expense in the statement of operations. 
 

e) Interest in joint operations 
 

The Company’s exploration and production activities are conducted jointly with others.  
These financial statements reflect only the Company’s proportionate interest in such 
activities. 
 

 
f) Asset retirement obligation 
 

The Company recognizes the estimated fair value of an asset retirement obligation (“ARO”) 
in the period in which it is incurred when a reasonable estimate of the fair value can be 
made.  The fair value of the estimated ARO is recorded as a liability with a corresponding 
increase in the carrying amount of the related asset 
 

g) Income taxes 
 

The Company uses the asset and liability method of accounting for income taxes. 
 

h) Revenue recognition 
 

Revenues associated with sales of petroleum and natural gas are recognized when the risks 
and rewards of ownership are transferred to the buyer.  Revenues from royalty interests are 
recognized when earned and collection is reasonably assured. 
 

 
i) Loss per share 
 

Basic per share amounts are computed by dividing the net earnings by the weighted 
average number of common shares outstanding for the year.  Diluted per share amounts 
reflect potential dilution that would occur if securities or other contracts to issue common 
shares were exercised or converted to common shares 

 
j) Flow-through shares 
 

The resource expenditure deductions for income tax purposes related to exploratory activities 
funded by flow-through arrangements are renounced to investors in accordance with tax 
legislation.  Future tax liabilities and share capital are adjusted by the estimated cost of the 
renounced tax deductions at the date of renouncement. 

 
k) Stock-based compensation 
 

The Company accounts for stock options granted to directors, officers, employees and non-
employees using the fair value method of accounting.  Accordingly, the fair value of the 
options at the date of the grant is determined using the Black-Scholes option pricing model 
and stock-based compensation is accrued and charged to operations, with an offsetting credit 
to contributed surplus, on a straight-line basis over the vesting periods.   
 

l) Financial instruments 
 

Effective January 1, 2007, the company adopted the Canadian Institute of Chartered 
Accountants (“CICA”) Section 3855, “Financial Instruments- Recognition and Measurement”, 
Section 3865, “Hedges”, Section 1530, Comprehensive Income”.  These standards have 



 

 

been adopted retroactively without restatement. 
 

m) Accounting changes 
 

Effective January 1, 2007 the Company adopted the revised CICA Section 1506, “Accounting 
Changes”.  Under the revised section, voluntary changes in accounting policy are permitted 
only if they result in financial statements that provide more reliable and relevant information to 
the reader.   Changes in accounting policy must be applied retroactively, while changes in 
accounting estimates are to be applied prospectively.  The revised section also outlines 
additional disclosure required when accounting changes are applied, including the 
justification for the change, a complete description of the policy, the primary source of GAAP 
and the detailed effect on financial statement line items. 
 

3. Marketable securities 
 
As at September 30, 2008, the Company held marketable securities with a market value of $ 
75,000 (2007 - $150,000).  For the nine months ended September 30, 2008, the Company 
realized a loss of $18,170 on the disposition of marketable securities. 

 
4. Property, plant and equipment 
  

 September 30, 2008
 

Cost
Accumulated 
depreciation 

Net book
value

Mineral claims $        3,969  $         3,969 
Petroleum and natural gas properties  1,024,968 $ 854,992  169,976 
Production equipment  104,269  56,203  48,066 
Asset retirement costs  9,267  5,296  3,971 
Furniture, fixtures and office equipment  51,225  47,131  4,094 
    
 $ 1,193,698 $ 963,622 $ 230,076 

 
  December 31, 2007
 

Cost
Accumulated 
depreciation 

Net book
value

    
Petroleum and natural gas properties $ 995,544 $ 859,828 $ 135,716 
Production equipment  78,474  51,368  27,106 
Asset retirement cost  9,267  5,296  3,971 
Furniture, fixtures and office equipment  51,225  47,131  4,094 
    
 $ 1,005,208 $ 963,623 $ 170,887 
 

 Advances to joint venture partners 
 

This amount represent funds advanced on cash calls on approved AFEs to the operators of the 
joint ventures in which the Company has an interest, in excess of funds expensed on exploration 
activities. 
 

5. Debentures 
 
On August 31, 2005, the Company issued $77,000 in convertible debentures.  The debentures 
matured on August 31, 2007, and were paid off with interest at 5% per year.,  
 
 
 



 

 

6. Asset retirement obligations 
 

The Company’s ARO results from working interests in petroleum and natural gas assets including 
well sites, gathering systems and processing facilities.  As at September 30, 2008, the Company 
estimates the total undiscounted amount of cash flows required to settle its asset retirement to be 
approximately $11,673.  The amount has been discounted using a credit-adjusted risk-free 
interest rate of 7% and an inflation rate of 3% over the varying lives of the assets to calculate the 
present value of the asset retirement obligation. 
 
 
A reconciliation of the ARO is provided below: 
 

 2008 2007
   

Balance, beginning of year $ 10,389 $ 9,812 
Liabilities incurred  -         
Accretion expense    577 
   
Balance, end of year $ 10,389 $ 10,389 

 
7. Share capital 
 

(a) Authorized 
  Unlimited number of: 
  Common shares without nominal or par value 
  First and second preferred shares issuable in series 
 
(b) Common shares 
 

 2008 2007
 Number

of shares Amount
Number 

of shares Amount
     

Balance, beginning of year 16,429,446 $ 2,329,558 16,429,446 $ 2,433,058
Issued: 2,000,000      100,000   
Tax effect of 2006 flow-through      (103,500) 
    
Balance, end of year 18,429,446 $2,429,558 16,429,446 $ 2,329,558 2
 

(c) Per share amounts 
 

The following table summarizes the weighted average common shares used in calculating 
net income (loss) per common shares: 
 
 2008 2007
   

Basic and diluted  17,262,779  16,429,446 
 
Diluted weighted average common shares outstanding are equal to basic as dilutive 
instruments are not in the money. 
 

(d) Stock options 
 

Under the Company’s stock option plan, the Company may grant options to employees, 
officers and directors up to 10% of its issued and outstanding common stock.  In addition, 
the aggregate number of shares so reserved for issuance to any one person shall not 



 

 

exceed 5% of the issued and outstanding shares.  Under the plan, options are exercisable 
upon issuance and an option’s maximum term is five years. 
 
During the first nine months of 2008 all stock options issued to directors expired.  

 
(f) Warrants 
 

A summary of the status of the common share purchase warrants as of September 30, 
2008, and changes during the year is presented as follows: 
 
 2008 2007
 

Number of
warrants

Weighted
average
exercise
price ($)

 
 

Number of 
warrants 

Weighted 
average 
exercise
price ($)

Outstanding, 
 beginning of year 1,275,000 0.17

 
1,275,000 0.17

 Expired  1,275,000 0.17  
     Issued 2,000,000 0.10  
  
Outstanding, end of 
quarter 

2,000,000 - 1,275,000 -

 
The following table summarizes information about warrants outstanding and exercisable at 
September 30, 2008: 
 
Date 

Number of
warrants

Exercise 
price ($) 

Expiry
date

    
May 29, 2008 2,000,000 0.10 May 29, 2010
   
Exercisable, end of quarter 2,000,000  

 
8 Contributed surplus 
 

A summary of the status of contributed surplus as of September 30, 2008 and the changes during 
the quarter are presented below: 
 
 2008 2007
   

Balance, beginning of year $ 87,139 $ 88,139.1
   
Equity portion of convertible debentures    (1,000)
  
Balance, end of year $ 87,139 $ 87,139

 
 
9. Commitments and contingencies 
 

(i) Environmental regulations 
 
 The Company’s activities are subject to various government laws and regulations relating to 

the protection of the environment.  These environmental regulations are continually changing 
in Canada and generally are becoming more restrictive.  The Company believes its 
operations comply in all material respects with all applicable laws and regulations. 

 



 

 

10. Financial instruments 
 

Credit risk 
 
A substantial portion of the Company’s accounts receivable are with customers in the oil and gas 
industry and are subject to normal industry credit risk.  The Company’s customers are subject to 
an internal credit review to minimize risk of non-payment.  The carrying value of accounts 
receivable reflects management’s assessment of the credit risk associated with these customers. 
 
Fair value of financial assets and liabilities 
 
The fair value of financial instruments is determined by reference to various market data and 
other valuation techniques as appropriate.  The Company’s financial instruments consist of cash, 
accounts receivable and accounts payable.  The fair value of financial instruments is not 
estimated by management to be materially different from the carrying value. 
 

11 Related party transactions 
 

During the year, the Company entered into the following transactions with related parties not 
otherwise disclosed in these financial statements: 
 
(a) The Company paid to its directors and officers, either directly, or indirectly, the following 

amounts: 
 
             2008  2007  
 
   Directors expenses      $ 3,731  4,837  
  

The above transactions were in the normal course of operations and were recorded at the 
exchange value which was the amount of consideration established and agreed to by the 
related parties. 

  
(b) At the end of the period, the amounts due to related parties included in accounts payable 

and accrued liabilities were as follows: 
 

 2008 2007
   

Due to a company controlled by a director  -  1,250
   
 $ - $ 1,250

 
The amounts due to directors of the Company are unsecured and without interest.  The 
amounts will be paid in the normal course of operations. 

 




