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Interim Financial Statements 
 

For the nine months ended September 30, 2008 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Notice 
 

The unaudited interim financial statements for the nine months ended September 30, 
2008 were not reviewed by the Company’s auditor. 
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Anterra Energy Inc. 
Balance Sheets  

                                                                                                                          As at                          As at 

Unaudited   September 30, 2008   December 31, 2007 

 

Assets    

    

Current     
Cash and cash equivalents $                -  $       4,072 
Accounts receivable 1,300,059  1,677,668 
Deposits and prepaid expenses 290,602  253,523 
Income taxes recoverable -  43,077 
 1,590,661  1,978,340 
    
Property and equipment (Note 5) 25,332,318  22,559,643 
    
Intangible assets (Note 6) 277,483  289,077 

 
Goodwill  (Note 6) 606,017  606,017 
 $27,806,479   $ 25,433,077 

    
    

Liabilities and Shareholders' Equity    

    
Current    
Bank indebtedness $    420,724  - 
Accounts payable and accrued liabilities 3,406,008  $       5,874,251 
Bank loans (Note 7) 4,700,000  421,982 

 8,526,732  6,296,233 
    
Asset retirement obligation (Note 8) 1,822,149  1,689,965 
    
Future income taxes  2,822,518  1,862,942 
 13,171,399  9,849,140 
    
Share capital (Note 9) 14,269,609 15,275,854 
Contributed surplus (Note 10)             721,539   561,357 
Deficit     (356,068)   (253,274) 

 14,635,080  15,583,937 

 $ 27,806,479   $     25,433,077 
Going Concern (Note 3) 
Commitments and Contingencies (Note 13) 

   

 

 
See accompanying notes 
 
Approved on behalf of the Board: 
 
 
      “signed”  Director 
 Owen Pinnell 
 
 
     “signed”  Director 
 James Coleman 
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Unaudited             Anterra Energy Inc.  
                                       Statements of Operations, Comprehensive Loss and Deficit 

    
   

 
Three Months Ended 

September 30 
Nine Months Ended  

September 30   
              2008   2007 2008 2007 

Revenues 
Revenue $   2,239,604 $   1,957,912 $   6,811,610 $   5,009,760 
Royalties (179,778) (134,676) (490,726) (348,547) 

 2,059,826 1,823,236 6,320,884 4,661,213 
     
Expenses     

Operating 798,619 788,080 2,699,526 1,923,864 
Transportation 70,539 60,944 199,487 171,795 
General and administrative 482,093 437,042 1,290,664 1,127,391 
Stock compensation 60,189 10,282 160,182 97,408 
Interest     71,280 34,981 185,311 182,477 
Asset retirement accretion 38,420 34,116 114,876 98,588 
Depletion, depreciation and 
amortization 

 
638,095 

 
567,465 1,820,301 1,337,977 

 2,159,235 1,932,910 6,470,347 4,939,500 
     

Loss before taxes (99,409) (109,674) (149,463) (278,287) 
   

Income taxes    
Current -   -   - - 
Future (30,386) (61,660) (46,669) (93,772) 

 (30,386) (61,660) (46,669) (93,772) 
   

Net loss and comprehensive loss (69,023) (48,014) (102,794) (184,515) 
   

Deficit, beginning of the period 
 

      (287,045) 
 

      (362,673) (253,274) (226,172) 
   

Deficit, end of period 
 

(356,068) 
 

(410,687) (356,068) (410,687) 
     

     

     
Basic loss per Class A share  $  (0.002) $  (0.002) $  (0.003) $  (0.009) 
   
Diluted loss per Class A share $ (0.002) $ (0.002) $  (0.003) $  (0.009) 
     
Weighted average Class A shares 
outstanding 

 
32,169,040 

 
25,483,100     32,169,040     20,683,700 

 

   
    

 
See accompanying notes 
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Anterra Energy Inc.  
Unaudited                                                                 Statements of Cash Flows  
 
     

 
Three Months Ended 

September 30 
      Nine Months Ended 
                September 30 

 
 

2008 
   
             2007 2008 2007 

Cash flows from operating activities     
Operations     
Net loss for the period    $   (69,023)    $   (48,014)    $ (102,794)    $(184,515) 
Items not involving cash     

Stock compensation  60,189 10,282 160,182 97,408 
Depletion, depreciation and 
amortization 

638,095 567,465 1,820,301 1,337,977 

Asset retirement accretion 38,420 34,116 114,876 98,588 
Future income taxes (30,386) (61,660) (46,669) (93,772) 

Funds flow from operations 637,295 502,189 1,945,896 1,255,686 
     
Changes in non-cash working capital 
balances     

Accounts receivable 101,344 324,651 271,572 33,215 
Deposits and prepaid expenses 14,681 (45,614) (37,079) (67,954) 
Accounts payable 388,515 854,185 187,555 (1,284,835) 
Income taxes recoverable - 34,997 43,077 (10,583) 

Cash flow from operating activities 1,141,835 1,670,408 2,411,021 (74,471) 
     
Financing activities     

Issue of common shares - 2,112,299 - 2,182,577 
Share issue costs - (271,275) - (573,538) 
Bank loan (250,000) (1,000,000) 4,278,018 (2,443,440) 

 (250,000) 841,024 4,278,018 (834,401) 
     
Investing activities     

Cash acquired on acquisition  - - - 4,309,792  
  Additions to property and equipment (957,765) (2,533,436) (4,564,073) (6,397,092) 
  Change in non-cash working capital (83,991) (1,218,253) (2,549,762) 1,375,320 
 (1,041,756) (3,751,689) (7,113,835) (711,980) 
     
Decrease in cash and cash 
equivalents  (149,921) (1,240,257) (424,796) (1,620,852) 
     
Cash / (bank indebtedness) and cash 
equivalents, beginning of the period (270,803) (258,861) 4,072 121,734 
     
Cash / (bank indebtedness) and cash 
equivalents end of the period $ (420,724) $ (1,499,118) $ (420,724) $ (1,499,118) 
 
 
Supplementary Disclosures (Note 12) 

 

   

 
 
See accompanying notes
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1. Basis of Presentation 
 

 
The interim financial statements of the Company have been prepared by management, without 
audit or review by the Company’s auditor, in accordance with Canadian generally accepted 
accounting principles. The preparation of financial statements in conformity with Canadian 
generally accepted accounting principles requires management to make estimates and 
assumptions that affect the amounts reported in the financial statements and accompanying 
notes. Actual results could differ from those estimates. The interim financial statements have, in 
management’s opinion, been properly prepared using careful judgement with reasonable limits of 
materiality and are based upon accounting policies consistent with those used and described in 
Note 2 to the audited financial statements for the year ended December 31, 2007.  These interim 
financial statements do not include all the note disclosures required for annual financial 
statements and therefore they should be read in conjunction with the Company’s audited financial 
statements for the year ended December 31, 2007. 

 
 

 
 
2. Significant Accounting Policies 
 

 
Changes in accounting policies 

On January 1, 2008 the Company adopted the Canadian Institute of Chartered Accountants 
(“CICA”) Handbook Section 1400 “General Standards of Financial Statement Presentation”, Section 
1535 “Capital Disclosures”, Section 3031 “Inventories”, Section 3064 “Goodwill and Intangible 
assets”, Section 3862 “Financial Instruments – Disclosures” and Section 3863 “Financial 
Instruments – Presentation”, retrospectively with no restatement of prior periods.  
 
The Company has evaluated the impact of these new standards and determined that the adoption 
of these standards has had no material impact on the Company’s net earnings or cash flows. The 
other effects of the implementation of the new standards are discussed below.  

 
Section 1400, "General Standards of Financial Statement Presentation", was amended to include 
requirements for management to assess and disclose an entity's ability to continue as a going 
concern.  The Company has adopted the amendments to Section 1400 on January 1, 2008 and has 
included information in Note 3 as required. 

 
Section 1535, "Capital Disclosures", establishes standards for disclosure about the Company’s 
objectives, policies and processes for managing capital.  These disclosures include a description of 
what the Company manages as capital, the nature of externally imposed capital requirements, how 
the requirements are incorporated into the Company’s management of Capital, whether the 
requirements have been complied with, or consequence of non-compliance and an explanation of 
how the Company is meeting it’s objectives for managing capital.  In addition, quantitative 
disclosures regarding capital are required.  Refer to Note 11, “Capital Disclosures”. 

 
Section 3031, "Inventories" requires inventory to be measured at the lower of cost and net 
realizable value, and that when inventories are sold, the carrying amount of those inventories be 
recognized as an expense in the period in which the related sales are recognized. The amount of 
any write-down of inventories to net realizable value and all losses of inventories are recognized as 
an expense in the period the write-down or loss occurs. The adoption of this revised standard had 
no impact on the Company's financial results as presented in the interim consolidated financial 
statements.  

 
Section 3064 establishes standards for the recognition, measurement, presentation and disclosure 
of goodwill and intangible assets by profit oriented enterprises.  The adoption of this revised 
standard had no impact on the Company's financial results as presented in the interim consolidated 
financial statements. 
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Section 3862, "Financial Instruments – Disclosure" and Handbook Section 3863, "Financial 
Instruments – Presentation".  Section 3862 requires entities to provide disclosures in their financial 
statements that enable users to evaluate the significance of financial instruments on the entity's 
financial position and its performance and the nature and extent of risks arising from financial 
instruments to which the entity is exposed during the period and at the balance sheet date, and how 
the entity manages those risks.  Section 3863 establishes standards for presentation of financial 
instruments and non-financial derivatives.  It deals with the classification of financial instruments, 
from the perspective of the issuer, between liabilities and equities, the classification of related 
interest, dividends, losses and gains, and circumstances in which financial assets and financial 
liabilities are offset.  The required disclosure and presentation of information pursuant to these 
standards has been provided in the interim consolidated financial statements for the three months 
and nine months ended September 30, 2008 and the notes thereto. 

 
The Canadian Accounting Standards Board (AcSB) has confirmed that the use of International 
Financial Reporting Standards (“IFRS”) will be required in 2011 for publicly accountable profit-
oriented enterprises. IFRS will replace Canada’s current GAAP for those enterprises. These include 
listed companies and other profit oriented enterprises that are responsible to large or diverse 
groups of stakeholders. The official changeover date is for interim and annual financial statements 
relating to fiscal years beginning on or after January 1, 2011. Companies will be required to provide 
comparative IFRS information for the previous fiscal year. The Company is currently evaluating the 
impact of adopting IFRS. 

 

 
 

 
3. Going Concern 
 

 
These financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles (“GAAP”) applicable to a going concern, which contemplates the realization of 
assets and the payment of liabilities in the ordinary course of business.  Should the Company be 
unable to continue as a going concern it may be unable to realize the carrying value of its assets 
and to meet its liabilities as they become due. 
 
The company reported a net loss of $102,794 and generated funds flow from operating activities 
before changes in non cash working capital balances of $1,945,896, for the nine months ended 
September 30, 2008.  The Company had a net working capital deficit of $6,936,071 with $2,000,000 
available under its revolving demand loan credit facility of $6,000,000 and $300,000 available under 
an additional $1,000,000 non-revolving acquisition and development demand loan facility in place at 
September 30, 2008.  Following the bank’s annual review in May 2008, availability under the 
revolving demand loan facility was reduced from $7,000,000 to $6,000,000, and the non-revolving 
acquisition and development demand loan facility was reduced from $1,500,000 to $1,000,000. The 
company’s ability to continue as a going concern is dependent upon the ability to raise capital, the 
continued generation of positive cash flow, and the success of the development and exploration 
program.  As at September 30, 2008 the Company was not in compliance with its working capital 
ratio (see note 11) and have requested a waiver from the Bank.   
 
The accompanying financial statements do not include any adjustments relating to the 
recoverability and classification of recorded asset amounts and classification of liabilities that might 
be necessary should the Company be unable to continue as a going concern.  Such adjustments 
could be material. 

 

 
 

4. Business Acquisition 
 

 
On May 1, 2007, the Company was formed following the amalgamation of Anterra Corporation with 
Resolve Energy Inc.  The combination has been accounted for as an acquisition of Resolve assets 
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by Anterra Corporation as the majority of the Class A shares of the Company were to be held by 
former shareholders of Anterra Corporation; and Resolve had no significant operations to the date 
of amalgamation.  The acquisition of Resolve assets can be summarized as follows: 
 
  

Net Assets Acquired    
    
Cash  $   4,309,792  
Working capital       (7,801)  
Property, plant and equipment  354,160  
Future income taxes  (1,017,859)  

Fair Value of Net assets acquired  $   3,638,292  

    
Purchase Consideration     
Class A shares and Class B shares issued as 
consideration 

 $   3,638,292  

 
 

 
5. Property and Equipment 
 
 September 30, 

 2008 
December 31, 

2007 

 Cost Accumulated 
depletion, 

depreciation and 
amortization 

Net Book 
Value 

Cost Accumulated 
depletion, 

depreciation and 
amortization 

Net Book 
Value 

Petroleum and natural 
gas properties and 
equipment 

$ 29,168,550   $ 6,201,423   $ 22,967,127   $ 24,689,296   $ 4,515,355   $ 20,173,941   

Processing equipment  
and furniture and 
fixtures 

 
3,091,354 

 

 
726,163 

 

 
2,365,191 

 

 
2,989,226 

 

 
603,524 

 

 
2,385,702 

 
  

$ 32,259,904   
 

$ 6,927,586    
 

$ 25,332,318   
 

$ 27,678,522   
 

$ 5,118,879    
 

$ 22,559,643   

 
Costs amounting to $Nil (December 31, 2007 - $Nil) relating to seismic work on unproved 
properties, and a salvage value amounting to $690,000 (December 31, 2007 - $690,000) on 
property and equipment were excluded from the depletion and depreciation calculations for 2008. 
  
 

6.    Intangible Assets 
 
 

                 
September 30, 2008

   
December 31,   2007 

 

 Cost Accumulated 
depreciation 

Net Book 
Value 

Cost Accumulated  
depreciation 

Net Book 
Value 

Intangible Assets $  319,177 $    41,694 $  277,483 $   319,177 $    30,100 $  289,077 

Goodwill $  606,017 $             - $  606,017 $   606,017 $             - $  606,017 

 
Intangible assets, consisting of licenses and permits, and goodwill were added as part of an 
acquisition in 2004.  At December 31, 2007, management performed an annual impairment test in 
accordance with its accounting policies and determined that fair value exceeded the book value for 
the reporting unit. 

 
 
7.    Bank Loans 
 
 

As at September 30, 2008, the Company has available a $6,000,000 (September 30, 2007 - 
$5,750,000) revolving demand loan facility and an additional $1,000,000 (September 30, 2007 - 
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$1,500,000) non-revolving acquisition and development demand loan facility with a Canadian 
chartered bank. The revolving loan bears interest at prime plus 3/4% and the non-revolving loan at 
prime plus 1%, and the loans are secured by a general assignment of book debts and a 
$10,000,000 first floating charge debenture over all assets of the Company.  As at September 30, 
2008, including bank indebtedness and $700,000 drawn under the development demand loan 
facility, the Company had drawn $5,120,724 (December 31, 2007 - $421,982).  The loans are 
shown as a current liability due to their demand nature despite the lender having not demanded 
repayment of the loan.  The availability under the facilities is subject to periodic review with an 
annual review scheduled for May, 2009.   

 
 
 

8.    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. 
 

  
September 

30, 2008 

             
December 
31, 2007 

Asset retirement obligation, beginning of year $ 1,689,965  $ 1,371,697 

Liabilities incurred 17,308  185,072 

Accretion expense 114,876  133,196 

Asset retirement obligation, end of year $ 1,822,149  $ 1,689,965 

 
 

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 $4,552,000 (December 31, 
2007 - $4,478,000).  The obligation was calculated using a credit-adjusted risk free discount rate 
of 9 percent and an inflation rate of 2 percent. 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 2010 and 2025. 
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9. Share Capital 
 

(a) Authorized 
 Unlimited number of Class A Shares 
 Unlimited number of Class B Shares 
 Unlimited number of Preferred shares issuable in series, rights and privileges to be determined 

upon issue. 
 The Class B shares are convertible, at the option of the Corporation, at any time after October 1, 
2009 and before the close of business on September 30, 2011, into Class A shares upon five 
days prior notice to the holders of Class B shares. The number of Class A shares obtained upon 
conversion of each Class B share shall be equal to $10.00 divided by the greater of $1.00 and 
the then current market price of the Class A shares. If the Corporation fails to exercise the 
conversion option by the close of business on September 30, 2011, then the Class B shares 
shall be convertible at the option of the shareholder at any time after October 1, 2011 and before 
November 1, 2011 into Class A shares pursuant to the conversion formula described above. Any 
Class B shares not converted by the close of business on November 1, 2011 shall be 
automatically converted into Class A shares pursuant to the conversion formula described 
above. 

 

(b) Issued 
Nine Months Ended September 30, 2008 

 Class A Shares Class B Shares Warrants Amount 

Balance, beginning of year 32,169,040  753,014 2,500,000 $ 15,275,854 

Tax benefits renounced on flow-through 
shares 

- - - (1,006,245) 

Balance, end of period 32,169,040  753,014 2,500,000 $ 14,269,609 

 
 

Year ended December 31, 2007 
 

    

Share Capital Pre Amalgamation    

 Number of 
Shares (1) 

 Amount 

Balance, beginning of year 27,842,833  $ 5,803,400 

Shares issued on option exercise 375,000  81,240 

Tax benefits renounced on flow-through 
shares 

-  (361,125) 

Expired warrants -  (23,389) 

Balance, May 1, 2007 28,217,833  $ 5,500,126 

(1)  Before giving impact to exchange ratio for the amalgamation 

Share Capital Post Amalgamation    

 Class A Shares Class B Shares Warrants Amount 

May 1, 2007, (date of business combination) 16,124,474 372,476 1,052,000 $  5,500,126 
Issued to acquire Resolve (Note 4)   6,710,000 380,538 871,790 3,638,292 
Private placement of Flow Through Class A 
shares for cash 

3,518,332 - - 2,110,999 

Private placement of Class A shares units for 
Cash 

4,000,000 - - 3,140,000 

Class A share warrants issued as part of 
units above 

-  2,000,000 260,000 

Private placement of Flow Through Class A 
shares for cash 

1,444,444 - - 1,300,000 

Warrants exercised 371,790 - (371,790) 96,665 
Share issue costs, net of tax of $313,424 - - - (666,080) 
Expired warrants - - (1,052,000) (104,148) 

Balance, December 31, 2007 32,169,040 753,014 2,500,000 $ 15,275,854 
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On December 24, 2007, the Company issued 1,444,444 Class A shares under a private 
placement flow-through financing at a price of $0.90 per share for aggregate gross proceeds of 
$1,300,000. 
 
On November 9, 2007, the Company completed a financing for $3,400,000 issuing 4,000,000 
units at a price of $0.85 per unit.  Each unit consisted of one Class A common share and one-half 
of a Class A common share purchase warrant.  Each whole warrant is exercisable into one Class  
A common share at an exercise price of $1.10 until November 9, 2008. A value of $260,000 was 
attributed to the 2,000,000 warrants. 
 
On July 23, 2007, the Company issued 3,444,999 Class A shares; and on August 7, 2007, 
pursuant to an over-allotment option, issued a further 73,333 Class A shares under a bought deal 
private placement flow-through financing at a price of $0.60 per share for aggregate gross 
proceeds of $2,110,999.    
 
On May 1, 2007, as a result of the amalgamation of Anterra Corporation with Resolve Energy Inc., 
28,217,833 common shares of Anterra Corporation were exchanged for 16,124,474 Class A 
shares and 372,476 Class B shares in the Company.  On the same date, Resolve Energy Inc. 
shareholders exchanged their shares for 6,710,000 Class A shares and 380,538 Class B shares 
in the Company; and 871,890 warrants were assumed by the Company.   

 
Pursuant to the rules of the TSX Venture Exchange, the shares of the previous directors, officers 
and insiders of Resolve (which were exchanged for shares of the Company) are subject to escrow 
conditions, whereby 10 percent of Class A shares were released from escrow upon receipt of a 
listing notice on the TSX Venture Exchange. The remaining 90 percent of the escrowed Class A 
shares shall be released in equal 15 percent tranches every six months thereafter, for a period of 
36 months. As at September 30, 2008, 1,667,700 Class A Shares remained in escrow pursuant to 
these conditions.  
 

 
(c)  Stock options 

The Company has a stock option plan under which employees, directors and consultants are 
eligible to receive grants. At September 30, 2008 3,216,667 Class A shares (December 31, 2007 
– 2,060,000 Class A shares) were reserved for issuance under the plan. Options granted under 
the plan have varying vesting periods and are determined by the Board at the grant date. 
 
A summary of the status of the Company’s stock option plan as at September 30, 2008 and 
December 31, 2007 and changes during the periods ending on those dates is presented below. 
 

 
Nine months  Ended 
September 30, 2008 

Year Ended 
December 31, 2007 

Stock Options 
Number of 

options 

Weighted 
average 

exercise price 
Number of 

options 

Weighted 
average 
exercise 

price 

Outstanding beginning of year 2,060,000  $0.57 1,825,000  $0.38 

Exercised prior to amalgamation - - (375,000) $0.18 

Cancelled on amalgamation - - (1,450,000) $0.43 

     

Granted after amalgamation 1,355,000 $0.43 2,060,000 $0.57 

Cancelled (198,333) $0.59 - - 

Outstanding end of period 3,216,667 $0.51 2,060,000 $0.57 

Exercisable, end of period 2,129,444 $0.53 1,286,667 $0.57 
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d) Warrants 
On November 9, 2007, the Company issued 2,000,000 warrants as part of a financing for 
4,000,000 units at a price of $0.85 per unit.  Each unit consisted of one Class A common share 
and one-half of a Class A common share purchase warrant.  Each whole warrant is exercisable 
into one Class A common share at an exercise price of $1.10 until November 9, 2008. 
 
On May 1, 2007, the Company assumed 871,790 warrants on the amalgamation with Resolve 
Energy Inc.  Each warrant entitles the warrant holder to acquire one Class A share of the 
Company at the exercise price of $0.26.  371,790 warrants were exercised prior to their expiry 
date of December 29, 2007.  The remaining 500,000 warrants have an expiry date of 
December 29, 2008. The warrants had been fair valued and their value of $65,000 was 
included in share issue costs.   

 
On April 7, 2006, the Company issued 1,052,000 warrants as part of the private placement of 
2,104,000 units.  Each whole warrant was exercisable at $0.75, entitling the holder to acquire 
0.5714285 of a Class A share and 0.0132 of a class B share. The warrants expired on October 
7, 2007,   Also, on April 7, 2006, 238,670 broker’s warrants were issued providing the right to 
purchase one common share, at an exercise price of $0.60 per warrant. These warrants 
expired on April 7, 2007. 

 
The following is a continuity of the warrants outstanding: 
 
 Nine Months Ended September 30, 2008 Year Ended December 31,2007 

 
Number of 

warrants 

Weighted average 
Class A exercise    

price 
Number of 

warrants 

Wghtd avg 
 exercise 

price 

Beginning of year 2,500,000 $0.93 1,290,670 $0.72 

Warrants assumed on 
amalgamation with 
Resolve - - 871,790 $0.26 

Issued  - - 2,000,000 $1.10 

Exercised - - (371,790) $0.26 

Expired - - (1,290,670) $0.72 

End of period 2,500,000 $0.93 2,500,000 $0.93 

Exercisable, end of period 2,500,000 $0.93 2,500,000 $0.93 

 
 

 
 
 

 
 

10.   Contributed Surplus 
 

 
The following table presents the reconciliation of the beginning and ending balance of the 
contributed surplus: 
 

 

 Nine Months ended 
September 30, 2008 

             Year ended 
December 31, 2007 

Contributed surplus, beginning of year $ 561,357  $ 330,320 

Exercised stock options -  (12,990) 

Expired warrants -  127,537 

Stock compensation expense  160,182  116,490 

Contributed surplus, end of year $ 721,539  $ 561,357 
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11. Capital Disclosures  
 

 
The Company manages its capital to maintain its ability to continue as a going concern and to 
provide returns to shareholders and benefits to other stakeholders.  The Company’s objectives in 
managing the capital structure are to maintain a flexible financial structure to preserve the 
Company’s access to capital markets, and to finance the Company’s growth and continue to meet 
its financial obligations. The capital structure of the Company consists of bank credit facilities (Note 
7), working capital and Shareholder’s equity comprised of issued share capital, contributed surplus 
and deficit. 
 
The capital structure is as follows: 
 September 30, 2008 December 31, 2007 

Current assets          $   1,590,661             $ 1,978,340 
Accounts payable  (3,406,008)  (5,874,251) 
Current portion of bank loans  (5,120,724)   (   421,982) 
Net debt and working capital deficiency $  (6,936,071) $ (4,317,893) 
Shareholder’s equity $  14,635,080                      $ 15,583,937 
 
Bank Facilities 
Revolving demand loan facility 

 
 

$6,000,000 

 
 

$7,000,000 
Non-revolving acquisition and demand loan facility $1,000,000 $1,500,000 
   
   
   

The Company manages its capital structure and makes adjustments to it in light of market and 
economic conditions as well as the risk characteristics of the Company’s underlying assets.  The 
Company, upon approval from its Board of Directors, will balance its overall capital structure 
through new share issues, the use of bank credit facilities, adjusting capital spending, or by 
undertaking other strategies as deemed appropriate under the specific circumstances. 
 
The Company monitors capital and its financing requirements through the annual budget process 
and monthly updates to the budget forecast and working capital projections. 
 
Under its credit facility agreement, the Company is required to maintain a working capital ratio, after 
adding the unused portion of the revolving demand loan and after excluding outstanding bank debt 
under the facility, of not less than 1:1. The Company was not in compliance with this covenant at 
September 30, 2008; however the Company completed a flow-through equity financing of Class A 
shares totaling $1,749,708 in October, after which the Company was again in compliance with the 
working capital ratio.  The Company has requested a waiver from the bank with respect to the ratio 
at September 30, 2008. 
 

 

 
 
12. Supplementary Information – Statement of Cash Flows 
 

  During the nine months ended September 30, 2008, the Company paid $185,311 in interest, 
(2007 - $182,477) and $Nil in income taxes (2007 - $Nil).  Cash and cash equivalents at September 
30, 2008 and at December 31, 2007 include only nominal cash equivalents. 

 

 
 
 



 

Anterra Energy Inc.  Third Quarter 2008 13 

 
13. Commitments and Contingencies 
 

 
The Company is subject to various regulatory and statutory requirements relating to the protection 
of the environment. As disclosed in note 8, the Company has recognized a liability at September 
30, 2008 of $1,822,149 (December 31, 2007 - $1,689,965) related to the retirement of its long-lived 
petroleum assets based on current legislation and estimated costs. Any changes in these estimates 
will affect future earnings. Costs attributable to these commitments and contingencies are expected 
to be incurred over an extended period of time and are to be funded mainly from the Company’s 
cash provided by operating activities.  

 
The operations of the Company are complex, and regulations and legislation affecting the Company 
are continually changing.  Although the ultimate impact of these matters on net earnings cannot be 
determined at this time, it could be material for any one quarter or year.  
 
The Company has entered into a lease arrangement for office space and related services for five 
years commencing January 1, 2008. The future minimum lease payments for the five year period 
total $931,166, equally in each year (2007- $111,900). 
 
Pursuant to flow-through financings completed by the Company during 2007, at September 30, 
2008 the Company had completed its outstanding commitment to incur qualified exploration 
expenditures by December 31, 2008.   
 

 

 
14.   Related Party Transactions 
 

 
Except as disclosed elsewhere the Company had the following related party transactions: 

 
(a) During the period ended September 30, 2008 a legal firm, of which a director is a partner, 

charged the Company $35,737 (2007 - $208,509) for fees and services.  A legal firm of which 
another director is a partner, charged the Company $Nil (2007 - $30,118).  As of January 1, 
2008, the Company assumed direct responsibility for the office lease and related services and 
$nil was paid for these services to a company owned by a director during the nine months 
ended September 30, 2008 (2007 - $90,058). 

 
(b) An officer of the Company has an agreement with the Company whereby a company controlled 

by the officer has a 2% gross overriding royalty on all revenues from the earning well drilled on 
the Judy Creek property and also with respect to future revenues arising from the area of 
mutual interest for the Judy Creek area. 

 
(c) Under an agreement dated October 11, 2007, a company owned by a director participated in a 

farmin on a property owned by the Company paying 30% of the costs of a test well for a 30% 
interest before payout and a 15% interest after payout in the scheduled farmout lands. 

 
All related party transactions in the normal course of operations have been measured at the agreed 
to exchange amounts, which is the amount of consideration established and agreed to by the 
related parties and which is similar to those negotiated with third parties. 

 
 

 
 
15. Financial Instruments and Risk Management 
 

 
The Company holds various forms of financial instruments. The nature of these instruments and the 
Company’s operations expose the Company to fair value, commodity price, foreign currency, 
interest rate, industry credit and liquidity risks. The Company manages its exposure to these risks 
by operating in a manner that minimizes its exposure to the extent practical. 
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(a) Fair value of financial assets and liabilities 

The carrying value of cash, accounts receivable and accounts payable approximates their fair 
value due to the relatively short period to maturity.  The carrying value of the bank debt 
approximates fair value as the amount bears interest at a rate that is based on current bank 
prime rates. 
  

(b) Commodity price risk 
Commodity price risk is the risk that the fair value or future cash flows will fluctuate as a result 
of changes in commodity prices.  The Company is subject to commodity price risk for the 
delivery of natural gas and crude oil, the price of which is subject to world economic events that 
dictate the levels of supply and demand.  The Company had no financial derivative contracts in 
place as at or during the nine months ended September 30, 2008.  
 

(c) Foreign currency risk 
Foreign currency exchange risk is the risk that the fair value or future cash flows of financial 
instruments will fluctuate as a result of changes in foreign exchange rates.  Although all of the 
Company’s petroleum and natural gas sales are denominated in Canadian dollars, the 
underlying market prices in Canada for petroleum and natural gas are impacted by changes in 
the exchange rate between the Canadian and United States dollar.  The Company had no 
financial instruments denominated in foreign currencies and no forward exchange contracts in 
place at or during the nine months ended September 30, 2008. 
 

(d) Credit risk 
Credit risk represents the risk that a counterparty to a financial asset will default, resulting in 
the Company incurring a financial loss.  Substantially all the Company’s accounts receivable 
are with customers and joint venture partners in the oil and gas industry and are subject to 
normal industry credit risks.  A significant proportion of the Company’s monthly revenue is 
receivable from the marketing arm of a major energy company.  The Company also attempts to 
mitigate the risk from joint venture receivables by obtaining partner approval of significant 
capital expenditures prior to expenditure or through cash calling a partner in advance of 
completion of work.  Additionally the Company has the ability to withhold production or net 
payables from joint venture partners in the event on non-payment. 
 
During the nine months ended September 30, 2008, there were no receivables written off and 
the carrying amount of accounts receivable represents the maximum exposure.  The aging of 
accounts receivable, including cash call receivables is as follows: 
 

Aging  September  30, 2008 
$,000 

Current (0-30 days)  $   932 
31 – 60 days  122 
61 – 90 days  68 
More than 90 days  178 
Total  $1,300 

 
 
(e) Interest rate risk management  

Interest rate risk is the risk that fair values or future cash flows will fluctuate as a result of 
changes in market interest rates.  The Company’s borrowings are subject to floating rates.  The 
floating rate debt is subject to interest rate cash flow risk, as the required cash flows to service 
the debt will fluctuate as a result of changes in market rates.  The Company had no interest 
rate swap or financial contracts in place as at or during the nine months ended September 30, 
2008.   

 
(f) Liquidity risk 

Liquidity risk represents the risk that the Company will not be able to meet its financial 
obligations as they become due.  The Company’s processes for managing liquidity is to 
ensure, to the extent possible, that it will have sufficient liquidity to meet its liabilities when they 
become due without incurring unacceptable losses or risking harm to the Company’s 
reputation.   
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The Company monitors its financial obligations and its ability to meet those obligations through 
an annual budget process and monthly updates to the budget forecast and working capital 
projections.  In addition, the Company requires authorizations for expenditures on its capital 
projects and defers timing of capital expenditures as necessary. 

 
 

 
16. Segmented Information 
 

 
The Company has two reportable segments. The Oil and Gas Production segment explores for, 
develops and produces oil and gas. The Midstream Processing segment provides processing and 
disposal services in the oil and gas industry.  

 
For the nine  months ended  
September 30, 2008 

Oil and Gas 
Production 

Midstream 
Processing 

Other 
Corporate 

Eliminations 
 

Consolidated 

      
Revenue   $ 5,741,478 $  1,193,394 $                 -  $   (130,507) $  6,804,365 
Other revenue 7,245 - -              - 7,245 

Total Revenue 5,748,723 1,193,394              - (130,507) 6,811,610 
Royalties (490,726) - - - (490,726) 

Net Revenue 5,257,997 1,193,394              - (130,507) 6,320,884 
      
Operating expenses  2,295,953 733,567 - (130,507) 2,899,013 
      
Depletion, depreciation 1,661,049 159,252 - - 1,820,301 
Asset retirement accretion 102,529 12,347 - - 114,876 

Income before corporate 
items 

1,198,466 288,228              - - 1,486,694 

General and administrative  1,000,962 208,055 81,647 - 1,290,664 
Stock compensation  - - 160,182 - 160,182 
Interest  156,950 28,361 - - 185,311 
Income taxes (12,999) (9,584) (24,086) - (46,669) 

Net profit (loss)   $     53,553 $    61,396 $   (217,743) $                  -  $  (102,794) 

      
Capital expenditures, net $ 4,479,254 $  102,128 $                -   $             -  $ 4,581,382 

 
 
 

For the nine months ended  
September 30, 2007 

Oil and Gas 
Production 

Midstream 
Processing 

Other 
Corporate 

Eliminations 
 

Consolidated 

      
Revenue   $ 4,276,030 $  866,496 $                 -  $   (139,097) $  5,003,429 
Other revenue 6,331 - -              - 6,331 

Total Revenue 4,282,361 866,496              - (139,097) 5,009,760 
Royalties (348,547) - - - (348,547) 

Net Revenue 3,933,814 866,496              - (139,097) 4,661,213 
      
Operating expenses  1,670,363 564,392 - (139,097) 2,095,659 
      
Depletion, depreciation 1,225,586 112,391 - - 1,337,977 
Asset retirement accretion 87,261 11,327 - - 98,588 

Income before corporate 
items 

950,604 178,386              - - 1,128,989 

General and administrative  862,376 174,752 90,263 - 1,127,391 
Stock compensation  - - 97,408 - 97,408 
Interest  151,730 30,747 - - 182,477 
Income taxes (82,730) (11,042) - - (93,772) 

Net Profit (loss) $  19,228 $ (16,071) $   (187,671) $                  -  $  (184,515) 
      
Capital expenditures, net $ 6,714,288 $ 29,162 $                -      $             -  $ 6,743,450 
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17. Subsequent Events 
 

 
 Between October 8, 2008 and November 4, 2008, the Company issued 5,832,358 Class A shares 
under a private placement flow-through financing at a price of $0.30 per share for aggregate gross 
proceeds of $1,749,708. 
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