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GREAT PACIFIC INTERNATIONAL INC. 
CONSOLIDATED BALANCE SHEETS 
INTERIM PERIODS ENDED DECEMBER 31, 2009 AND 2008 

    December 31,   March 31, 

  2009  2009 

  (Unaudited)  (Audited) 

    $   $ 

       

ASSETS    

     

Current assets    

 

Cash 123,575 
 

21,881 

 

Accounts receivable (Note 3) 43,783 
 

72,101 

 

Prepaid expenses 12,604 
 

12,328 

 

Amounts due from related parties (Note 4) 274,273   123,182 

  454,235 
 

229,492 

     

Oil and gas properties (Note 5) 662,686 
 

1,217,450 

Equipment (Note 6) 9,078 
 

57,862 

       

TOTAL ASSETS 1,125,999   1,504,804 

     

LIABILITIES AND SHAREHOLDERS' EQUITY    

     
Current liabilities    

 

Accounts payable and accrued liabilities 235,851 
 

338,425 

 

Amounts due to related parties (Note 8) 4,688 
 

38,054 

 

Provision for current future asset retirement obligations (Note 7) 136,674 
 

93,247 

  377,213   469,726 

     

Provision for long-term future asset retirement obligations (Note 7) 135,633   321,461 

     

  512,846   791,187 

     

Shareholders' equity    

 
Share capital (Note 9)  10,411,508 

 
9,706,508 

 

Contributed surplus (Note 9) 581,020 
 

455,077 

 

Deficit (10,379,375)   (9,447,968) 

  613,153   713,617 

     

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 1,125,999   1,504,804 

On behalf of the Board:    
    
“Thal S. Poonian” Director “Ronald Bobowski” Director 

Thal S. Poonian  Ronald Bobowski  
The accompanying notes are an integral part of these consolidated financial statements. 

 

Nature of operations and going concern (Note 1) 
Commitments and contingency (Note 10) 
Subsequent events (Note 15) 
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GREAT PACIFIC INTERNATIONAL INC. 
CONSOLIDATED STATEMENTS OF OPERATIONS, COMPREHENSIVE LOSS AND DEFICIT 
INTERIM PERIODS ENDED DECEMBER 31, 2009 AND 2008 

  Three months ended Nine months ended 

 

December 31 December 31 

 

2009 2008 2009 2008 

  (Unaudited) (Unaudited) (Unaudited) (Unaudited) 

REVENUE $ $ $ $ 

Oil and natural gas sales:  32,145 68,701 101,161 215,465 

Less: royalties  2,218 - - - 

 
34,363 68,701 101,161 215,465 

  

 

 

 

Operating expenses  27,357 25,791 75,114 70,852 

Depletion and accretion  22,840 572,295 90,033 1,025,576 

Loss from oil and gas operations  (15,834) (529,385) (63,986) (880,963) 

  
 

 
 

EXPENSES  

 

 

 

 

Accounting and audit  29,250 29,250 93,629 83,940 

Amortization  2,557 1421 15,487 4,262 

Bank charges and interest  679  - 3,684 - 

Consulting fees  51,166 37,597 129,570 107,963 

Insurance  5,748 9,502 14,434 25,987 

Management fees  30,000 45,000 120,000 105,000 

Office and miscellaneous  13,225 15,530 45,987 52,135 

Professional fees  5,838 6,041 11,504 31,759 

Property and investment evaluation expense  (277) (2,623) 839 110,129 

Shareholder and corporate communications  4,503 7,850 18,893 71,727 

Regulatory and transfer agent fees  7,702 2,044 17,200 9,961 

Rent  14,550 14,550 43,650 41,100 

Stock-based compensation  40,000 17,938 125,943 99,626 

Travel and entertainment  14,621 8,777 41,093 46,866 

 
(219,562) (192,877) (681,913) (790,455) 

  
 

 
 

Loss before other expenses  (235,396) (722,262) (745,899) (1,671,418) 

  
 

 
 

OTHER INCOME AND EXPENSE  

 

 

 

 

Foreign exchange loss (gain)  1,580 (2,573) 10,603 (77) 

Vehicle cost recoveries, net of expenses  - (25,681) - (31,081) 

Provision for impairment of accounts receivable  - 18,136 - 18,136 

Interest income on related party advances  - -  (386) - 

Loss on sale of trucks  - - 7,298  - 

Loss on sale of Oil and Gas Properties  167,993 - 167,993  - 

 
(169,573) 10,118  (185,508) 13,022 

  
 

 
 

Loss and comprehensive loss for the period  (404,969) (712,144) (931,407) (1,658,396) 

Deficit, beginning of period  (9,974,406) (8,408,654) (9,447,968) (7,462,402) 

Deficit, end of period  (10,379,375) (9,120,798) (10,379,375) (9,120,798) 

 

(0.02) (0.03) (0.04) (0.07) 

Weighted average number of common shares 
outstanding  

 
26,215,781 

 
22,373,390 

 
23,684,160 

 
22,229,782 

 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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GREAT PACIFIC INTERNATIONAL INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
INTERIM PERIODS ENDED DECEMBER 31, 2009 AND 2008 
 

      Three months ended Nine months ended 
   December 31, December 31, 

   2009 2008 2009 2008 

   (Unaudited) (Unaudited) (Unaudited) (Unaudited) 

      $ $ $ $ 

          
OPERATING ACTIVITIES     

 
Loss for the period (404,969) (712,144) (931,407) (1,658,396) 

 
Items not affecting cash:     

  

Depletion and accretion 22,840 572,295 90,033 1,025,576 

  
Amortization 2,557 20,336 15,487 27,351 

  

Loss on sale of equipment - - 7,298 - 

  

Loss on sale of Oil and Gas Properties 167,993 - 167,993 - 

  

Stock-based compensation 40,000 17,938 125,943 99,626 

  
 (171,579) (101,575) (524,653) (505,843) 

  

     

 

Changes in non-cash working capital items 
   (Note 11) 

(240,195) 80,268  (74,533) (6,591) 

Net cash used in operating activities  (411,774) (21,307) (599,186) (512,434) 

       

INVESTING ACTIVITIES     

 

Acquisition, exploration and development of oil and  
   gas properties 

1,173 (71,783) (20,664) (448,106) 

 

Disposition of Oil and Gas properties 175,000 - 175,000 - 

 

Disposition (acquisition) of equipment (Note 6) - - 26,000 (78,184) 

Net cash used in investing activities  176,173 (71,783) 180,336 (526,290) 

       

FINANCING ACTIVITIES     

 

Shares issued for cash, net of cash share issuance  
   costs 

705,000 52,000 705,000 673,517 

 

Repayment of loans (9,000) - - - 

 

Advances from (repayments to) related parties (97,067) - (33,366) - 

 

Repayments from (advances to) related parties (243,348) (110,875) (151,091) (257,791) 

Net cash provided by financing activities  355,585 (58,875) 520,544 415,726 

   

    Change in cash in the period 119,984 (151,965) 101,694 (622,998) 
       

Cash, beginning of period 3,591 163,409 21,881 634,442 

       

Cash, end of period 123,575 11,444 123,575 11,444 

 
Supplemental cash flow information (Note 11) 

 
The accompanying notes are an integral part of these consolidated financial statements.
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1. NATURE OF OPERATIONS AND GOING CONCERN 
 
Nature of business 
 
Great Pacific International Inc. (“Great Pacific”) was incorporated on November 4, 1993 in Alberta, Canada. Great 
Pacific is a junior public resource company in the business of oil and gas exploration and development with oil 
and gas operations and property interests in Alberta, Canada and Texas, U.S.A.  
 
The common shares of Great Pacific trade on the TSX Venture Exchange (“TSX.V trading symbol: GPI”).  
 
Going concern 
 
These unaudited interim financial statements have been prepared in accordance with Canadian generally 
accepted accounting principles (“GAAP”) applicable to a going concern. The use of such principles presupposes 
that the Company will continue its operations in the foreseeable future and that it will be able to realize its assets 
and discharge its liabilities in the normal course of operations. 
 
Until the Company has attained a self-sustaining level of revenue from oil and gas production, it will remain 
dependent upon its ability to secure additional financing through the issuance of share capital. At December 31, 
2009 the Company has working capital of $77,022.  Accordingly, external financing will be required in order for 
the Company to continue as a going concern through the twelve months ended December 31, 2010. In order to 
continue as a going concern, meet property payment, participation and lease obligations, discharge all liabilities, 
and meet all commitments, the Company expects to have to raise approximately $550,000 of equity financing in 
the twelve months ended December 31, 2010. 
 
Furthermore, the Company will require additional financing to carry out the petroleum exploration and 
development required to offset production declines, grow oil and gas reserves and achieve a self-sustaining level 
of revenue.  Management is actively pursuing new financings, though there can be no assurance that it will be 
able to raise sufficient funds on acceptable terms. These financial statements do not reflect adjustments that 
would be necessary if the going concern assumption were not appropriate. 
 
2. SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of presentation 
 
The balance sheet as at December 31, 2009 and March 31, 2009, and the results of operations for the three and 
nine months ended December 31, 2009 and 2008 include, on a consolidated basis, the accounts of Great Pacific 
International Inc. and its wholly-owned subsidiaries: GPI Oil and Gas Inc., GPI Oil and Gas Overseas Inc, and 
GPI Petroleum Inc. All inter-company transactions and balances have been eliminated on consolidation. Great 
Pacific International Inc. and its subsidiaries are collectively referred to in these financial statements as “the 
Company”. 
 
These unaudited interim financial statements should be read in conjunction with the audited financial statements 
of the Company for the year ended March 31, 2009. In the opinion of management, all adjustments considered 
necessary for fair presentation have been included in these financial statements.  
 
The results of operations for the interim periods are not necessarily indicative of the results of operations for the 
entire year.  
 
Comparative figures have been reclassified, where applicable, to conform to the current quarter’s presentation. 
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued) 

New accounting policies 
 
The unaudited interim financial statements of the Company have been prepared in accordance with Canadian 
generally accepted accounting principles, using the same accounting policies and method of application as the 
audited financial statements of the Company. 
 
The following accounting policy was adopted in the period ended December 31, 2009: 
 
Goodwill and intangible assets – Section 3064 
 
Effective April 1, 2009, the Company adopted the new Canadian accounting pronouncement “Goodwill and 
intangible assets, Section 3064” This new pronouncement replaces the former CICA Handbook Section 3062, 
Goodwill and Intangible Assets and Section 3450 Research and Development Costs. It establishes enhanced 
standards for the recognition, measurement, presentation and disclosure of goodwill and intangible assets. The 
Company does not expect the adoption of this new Section to have a material effect on its financial statements. 
 
In future periods the Company will adopt the following pronouncements of the Canadian Institute of Chartered 
Accountants (“CICA”): 
 
Business Combinations - CICA Handbook Section 1582 
 
In January 2009, the CICA issued Section 1582, “Business Combinations” to replace Section 1581. Prospective 
application of the standard is effective January 1, 2011, with early adoption permitted. This new standard 
effectively harmonizes the business combinations standard under Canadian GAAP with International Financial 
Reporting Standards (“IFRS”). The new standard revises guidance on the determination of the carrying amount of 
the assets acquired and liabilities assumed, goodwill and accounting for non-controlling interests at the time of a 
business combination. The adoption of this standard is not expected to have a material effect on the Company’s 
financial statements. 
 
Consolidated Financial Statements and Non-Controlling Interests – CICA Handbook Sections 1601 and 1602 
 
In January 2009, the CICA issued Section 1601 “Consolidated Financial Statements” and Section 1602 “Non-
Controlling Interests” which replace Section 1600 “Consolidated Financial Statements.” Section 1601 provides 
revised guidance on the preparation of consolidated financial statements and Section 1602 addresses accounting 
for non-controlling interests in consolidated financial statements subsequent to a business combination. These 
standards are effective January 1, 2011, unless they are early adopted at the same time as Section 1582 
“Business Combinations.” The adoption of this standard is not expected to have a material effect on the 
Company’s financial statements. 
 
International Financial Reporting Standards (“IFRS”) 
 
The Canadian Accounting Standards Board (“AcSB”) has published a strategic plan that calls for the convergence 
of Canadian GAAP over an expected five year transitional period commencing 2006. In February 2008, the AcSB 
announced that 2011 is the changeover date for publicly listed companies to use IFRS, replacing Canada’s own 
GAAP.  Publicly accountable enterprises are required to adopt IFRS for interim and annual reporting in fiscal 
periods beginning on or after January 1, 2011.  As the Company has a non-calendar fiscal year it will be required 
to produce the first IFRS financial statements in the first quarter of its 2012 fiscal year (the quarter ending June 
30, 2012). 
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued) 

New accounting policies 
 
International Financial Reporting Standards (“IFRS”) (Continued) 
 
The Company is monitoring the impact of these convergence initiatives on its financial reporting and disclosure. 
At present, significant differences from the Company's Canadian GAAP financial reporting and disclosure are 
expected to be with respect to the carrying value and impairment testing of its oil and gas assets. The 
International Accounting Standards Board is undertaking a project on the extractive industries; however, this 
project is not anticipated to be complete by the time of Canada's changeover to IFRS. 
 
3. ACCOUNTS RECEIVABLE 
  
Amounts presented as accounts receivable consist of the following balances: 
 
 December 31, 

2009 
March 31, 

2009 
 $ $ 

Net revenue and cost recoveries receivable from oil  
   and gas property operators, net of allowance 

 
28,439 

 
60,081 

Recovery of goods and services tax 15,344 12,020 

 43,783  72,101 

 
4. AMOUNTS DUE FROM RELATED PARTIES 
 
Amounts due from related parties consist of the following balances: 
 
 December 31, 

2009 
March 31,  

2009 
 $ $ 

Advances due from a Director for future  
   management fees and expenses  

 
5,688 

 
61,757 

Vehicle rental charged to a private company   
   controlled by a Director (a) 18,425 61,425 
Advance due from a private company controlled  by 
   a Director (b) 

 
250,160 

 

 274,273 123,182 

 
Amounts due from related parties are due on demand and unsecured.  
 
Details on specific amounts due from related parties are as follows: 
 

(a) A private company controlled by a Director rented vehicles owned by the Company for certain periods 
during the fiscal year ended March 31, 2009.  

(b) The Company entered into a Land Agent Agreement with a private company (the “Agent”) controlled by a 
Director, to provide oil and gas properties acquisition services at the direction of the Company, in Alberta, 
Canada, for a term expiring October 31, 2010.  Under the terms of the agreement, the Company may 
advance up to $450,000 to the Agent ($250,160 at December 31, 2009). These funds shall be held in 
trust (the “GPI account”) by the Agent to be used by the Agent for the sole purposes of paying expenses  
and fees in the respect of conducting negotiations, property examinations and acquisition of oil and gas 
properties in Alberta, Canada. 
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5. OIL AND GAS PROPERTIES 

Amounts presented as oil and gas properties at December 31, 2009 consist of capitalized property acquisition 
costs and exploration and development expenditures, less depletion, attributable to the petroleum and natural gas 
property interests of the Company. 
 
The components of the carrying value of oil and gas properties are as follows: 
 

 Canada United States Total 
 $ $ $ 

Balance, March 31, 2008 1,660,352 17,122 1,677,474 
    
Acquisition of oil and gas property     
 interests 60,006 104,767 164,773 
Drilling deposit forfeited 100,000 - 100,000 
Re-estimated future asset retirement    
 obligations (Note 7) (99,152) - (99,152) 
Exploration and development of oil    
 and gas properties 145,836 221,054 366,890 
Depletion and depreciation (719,233) (273,302) (992,535) 

Balance, March 31, 2009 1,147,809 69,641 1,217,450 
    
Acquisition of oil and gas property     

interests and property carrying costs 20,665 - 20,665 
Future asset retirement obligations     

capitalized on property interest acquisition 32,158 - 32,158 
Re-estimated future asset retirement     

obligations (Note 7) 6,734 - 6,734 

Adjustment of future asset retirement  
    obligations on disposition  

(212,685) - (212,685) 

Disposition of oil and gas properties (524,517) - (524,517) 

Reversal of depletion on disposition  181,524 - 181,524 

Depletion and depreciation (55,043) (3,600) (58,643) 

Balance, December 31, 2009 596,645 66,041 662,686 

 
Capitalized expenditures for oil and gas property acquisition, exploration and development are subject to 
depletion and depreciation as follows 
 

 December 31, 
2009 

March 31, 
2009 

 $ $ 

Canada   

Oil and gas expenditures subject to depletion and depreciation  132,573 673,462 
Oil and gas expenditures not subject to depletion and depreciation 464,072 474,347 

 596,645 1,147,809 

United States   

Oil and gas expenditures subject to depletion and depreciation  9,542 13,142 
Oil and gas expenditures not subject to depletion and depreciation 56,499 56,499 

 66,041 69,641 

   

Oil and gas properties  662,686 1,217,450 
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5. OIL AND GAS PROPERTIES (Continued) 

 

Acquisition 
 
In the nine months ended December 31, 2009, the Company acquired the following oil and gas property interest: 
 
3-20 project – additional interest 
 
As set forth in the audited financial statements of the Company as at March 31, 2009, the Company’s interest in 
the “3-20 project” at March 31, 2009 consisted of a 37.5% interest in the “3-20 wellbore”, and a 75% interest in 
108 ha of adjoining petroleum and natural gas leases, subject to convertible gross over-riding royalties of 5 – 
15%.  
 
In the nine months ended December 31, 2009, the Company’s interest in the 3-20 well-bore increased to 60%, as 
a result of the default of a third-party joint interest-holder in that property. Pursuant to the joint venture agreement 
governing the property, as a result of the default by that party, the Company was deemed to have acquired its 
proportionate share of the defaulting working interest. The Company was obligated to reimburse the operator 
$8,629 being the Company’s proportionate share of the amount in default.  
 
Upon the acquisition of the Company’s interest, the Company recorded a current provision for future asset 
retirement obligations of $32,158 attributable to the additional well-bore interest obtained.  
 
Disposition  
 
During the third quarter ended December 31, 2009, the Company sold the following oil and gas properties 
interests to Redwater Energy Corp. for a total of $175,000 in cash.  These oil and gas properties interests were 
part of a group of properties acquired from Mistahiya Resources Ltd in March 2007.  The Company retains its 
interest in the balance of the properties acquired from Mistahiya Resources Ltd. in 2007.   
 
The consideration payable to the Company for these assets totalled $175,000, which was received in full on 
December 23, 2009. The Company incurred a loss of $167,993 on this sale which is net of the proceeds 
$175,000 and the carrying value of $342,923 for these oil and gas properties as at the date of disposition.   
 

Name of Property Legal description GPI's Interest 

Empress 5-28-24-2W4 3.83% 

Loon Granite O 5-17-85-8W5 36% 

Loon Granite O 10-18-85-8W5 36% 

Loon Granite Wash S2S 3-26-86-8W5 36% 

Loon Granite Wash N 9-27-85-10W5 36% 

Loon Slave Point E 11-2-86-10W5 36% 

Red Earth Granite Wash M 11-23-88-8W5 36% 

Red Earth Slave Point EE 8-4-88-9W5 36% 

Red Earth 16-4-88-9W5 36% 

Alberta crown PNG Lease No. 0509080482 100% 
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5. OIL AND GAS PROPERTIES (Continued) 

Ceiling test 
 
The oil and gas assets are tested for impairment at each reporting date to ensure the carrying value does not 
exceed the fair value of the assets. Impairment tests are conducted separately for each oil and gas cost centre, 
and for each individual unproven property having a carrying value representing 10% or more of the total cost 
centre carrying amount. 
 
The forecasted future price used in the ceiling test evaluations of the Company’s oil and gas interests at March 
31, 2009 are as follows: 
 

  
2009 

 
2010 

 
2011 

 
2012 

 
2013 

 
2014 

Increase thereafter  
to 2019 

Oil (Edmonton  
   light sweet 40

o
 API C$/Bbl) 

 
$67 

 
$73 

 
$78 

 
$83 

 
$88 

 
$96 

 
2.0% per year 

Natural gas (Alberta average  
   field C$/MMBtu) 

 
$4.08 

 
$5.75 

 
$6.75 

 
$7.50 

 
$8.00 

 
$8.15 

 
2.3% per year 

 
Future prices received by the Company for oil and gas products may differ from the ones listed above because of 
purchase price variations, market conditions, quality differentials or marketing arrangements. 

 

6. EQUIPMENT 

 
 December 31, 2009 March 31, 2009 
  

Cost 
Accumulated 
Amortization 

Net Book 
Value 

 
Cost 

Accumulated 
Amortization 

Net Book 
Value 

 $ $ $ $ $ $ 

       
Computers and       
   office equipment 58,416 (53,435)  4,983 58,416 (47,469) 10,947 
Vehicles 24,991 (20,894) 4,097 78,184 (31,269) 46,915 

Equipment 83,407 (74,329) 9,078 136,600 (78,738) 57,862 

 
During the second quarter ended September 30, 2009, the Company sold two four-wheel drive trucks, with 
associated equipment for aggregate proceeds of $26,000. The Company received cash consideration of $15,000, 
and a note receivable of $11,000 was paid in the third quarter ended December 31, 2009.  
 
7. FUTURE ASSET RETIREMENT OBLIGATIONS  
 
Future asset retirement obligations consist of the present value of the expected future cost of reclaiming the 
Company’s oil and gas assets, including well-sites and lease roads, storage tanks, and well-bores, in accordance 
with regulations and statute, licensing requirements, and contractual obligations.  
 
Estimated undiscounted cash flows required to fulfill and settle future asset retirement obligations, excluding any 
provision for expected salvage value, are as follows: 
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7. FUTURE ASSET RETIREMENT OBLIGATIONS (Continued) 
 

 
 

Undiscounted asset 
retirement cash flow 

Year $ 

2010 134,000 

2011 31,000 

2015 54,000 

2018 57,000 

Thereafter to 2025 76,000 

 352,000 

 
For producing wells or properties considered to have development potential, the timing of asset retirement 
expenditures is estimated based on the expected reserves exhaustion date. Should any property be depleted 
earlier than expected, due to such factors as commodity prices, reservoir geology, or equipment failure, statutory 
asset retirement obligation dates may be accelerated. Additionally, as the Company holds a non-operated 
minority working interest in its Canadian oil and gas wells, the estimated dates for asset retirement on non-
producing properties are generally subject to the election of the operator, among other factors.  
 
In determining the fair value of the future asset retirement obligation at December 31, 2009, the estimated 
undiscounted asset retirement cash flows were discounted using a credit adjusted risk-free rate of 8% and an 
inflation rate of 1.8%.  
 
Asset retirement obligations are performance-based commitments, and may vary materially from estimated 
amounts.  
 
Asset retirement obligations have been adjusted to reflect the sale of certain oil and gas property interests during 
the third quarter ended December 31, 2009. 
 
Long-term provision for future asset retirement obligations 
 
The long-term provision for future asset retirement obligations arises as follows: 
 

 $ 

Balance, March 31, 2008 476,675 
Accretion 37,185 
Change in estimated future cash flows  (99,152) 

 414,708 
Reclassification of asset retirement obligations expected   

to be settled in the current period (93,247) 

  
Balance, March 31, 2009 321,461 

Accretion 38,125 
Future asset retirement obligations capitalized 32,158 

Adjustment of future asset retirement  
    obligations on disposition  

            
(212,685) 

 179,059 
Reclassification of asset retirement obligations expected   

to be settled in the current period (43,426) 

  
Balance, December 31, 2009 135,633 
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7. FUTURE ASSET RETIREMENT OBLIGATIONS (Continued) 
 
Current provision for future asset retirement obligations 
 
At December 31, 2009, the Company has a current provision for future asset retirement obligations of $136,674 
(March 31, 2009: $93,247).  
 
The Company recorded the current provision in respect of asset retirement obligations which it expects to settle in 
the twelve months ended December 31, 2010.  The provision relates to the estimated costs of retiring four 
suspended well-bores, on properties which either have a lease expiring prior to September 30, 2010, or in respect 
of which the operator has provided the Company an abandonment proposal.  
 
8. RELATED PARTY TRANSACTIONS AND BALANCES 
 
Related party transactions and balances entered into during the nine month period ended December 31, 2009 
and the comparative period ended December 31, 2008 (“December 31, 2008”), and not disclosed elsewhere in 
these financial statements, are as follows:  
 

(a) The Company paid or accrued management fees to three officers totalling $120,000 (2008: $105,000). 
 

(b) Consulting fees includes $4,500 (2008: $1,000) in corporate communication fees paid to a director of the 
Company. 
 

(c) The Company paid or accrued professional fees of $-nil (2008 $27,710) to related parties. Of the 
professional fees paid or accrued to related parties at September 30, 2008, $11,835 was capitalized as oil 
and gas property expenditures.  
 

(d) The Company paid or accrued professional geological fees to a private company controlled by a director, 
totalling $nil (December 31, 2008: $ 2,265). 

 
(e) The Company paid finders’ fees of $nil to a relative of a director in connection with a private placement 

offering (December 31, 2008: $75,000).  
 

(f) Nil stock options were granted to related parties (December 31, 2008: 340,000 having exercise prices 
escalating from $1.50 per share to $2.20 per share.  
 

(g) Amounts due to related parties consists of amounts owing to officers and directors (or to persons related 
to them or companies controlled by them for services as noted in a - c), above, and for expense 
reimbursements. 
 

9. SHARE CAPITAL AND CONTRIBUTED SURPLUS  
 
Share capital 
 
Shares authorized, issued and outstanding at December 31, 2009 are as follows: 
 
Authorized: an unlimited number of common shares without par value 
  an unlimited number of preferred shares without par value 
 
Issued:  32,411,433 common shares (March 31, 2009: 22,411,433 common shares) 
  Nil preferred shares (March 31, 2009: Nil preferred shares) 
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9. SHARE CAPITAL AND CONTRIBUTED SURPLUS (Continued) 
 
Private placement 
 
During the third quarter ended December 31, 2009 the Company completed a private placement of 10,000,000 
units at a price of $0.075 for total proceeds of $750,000.  Each unit consists of one common share and one share 
purchase warrant.  Each warrant entitles the holder to purchase one common share at a price of $0.15 per share 
until November 26, 2011.  The Company will pay $45,000 in cash finder’s fees and issue 600,000 agent warrants 
at $0.15 per warrant for two years. 
 
Contributed surplus 
 
The amounts classified as contributed surplus are as follows: 
 

  
Amount 

 $ 

Balance, March 31, 2009 455,077 
  
Stock-based compensation on stock options granted  

in prior periods 125,943 

  
Balance, December 31, 2009 581,020 

 
 
Warrants  
 
At December 31, 2009 the Company has a total 12,552,000 share purchase warrants outstanding.  
 
The following table details warrants exercised and issued during the nine month period ending December 31, 
2009: 
 

  
Number of Warrants 

 
Weighted Average Exercise Price 

   
Outstanding, Balance, March 31, 2009 (a) 1,952,000 $1.00 
        Issued:   November 26, 2009 (b) 10,600,000 $0.15   

    
Outstanding, Balance, December 31, 2009 12,250,000 $0.29 

 
 

 
(a) On February 18, 2010, as per a news release dated December 2, 2009, the Company received TSX Venture Exchange 

approval to re-price the warrants to $0.13 per common share from $1.00 per common share.  If the closing price for the 
Company’s shares exceeds $0.1575 for a period of 10 consecutive trading days, then the warrant holders will have 30 
days to exercise their warrants; otherwise the warrants will expire on the 31st day. 
   

(b) These warrants were issued pursuant to the private placement of 10,000,000 common shares and include 600,000 agent 
warrants granted in the third quarter ended December 31, 2009. 

 
Incentive stock options   
 
At December 31, 2009 the Company has 1,561,000 incentive stock options issued and outstanding (March 31, 
2009: 1,951,000 options) please see subsequent events Note 15. 
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9. SHARE CAPITAL AND CONTRIBUTED SURPLUS (Continued) 
 
In the nine months ended December 31, 2009, 215,000 stock options having an exercise price of $0.35 per share 
and 175,000 stock options having an exercise price of $1.00 per share expired unexercised.  
 
The terms of incentive stock options issued and outstanding at December 31, 2009 and March 31, 2009 are as 
follows: 
 

   
December 31, 2009 

 
March 31, 2009 

Exercise price Date of Grant Expiry Date Outstanding Exercisable   Outstanding Exercisable 

        $1.50 - $1.65 April 15, 2008
(a)

 April 14, 2013 390,000 156,000 
 

390,000  117,000  

$1.25 - $1.38 February 18, 2008
(b)

 February 17, 2013 690,000 276,000 
 

865,000  173,000  

$0.35 October 3, 2005 October 3, 2010 481,000 481,000 
 

481,000  481,000  

$0.35 October 3, 2005 October 3, 2010              -                                          -    
 

215,000  215,000  

Total     1,561,000  913,000    1,951,000  986,000  

         
 
 

(a) These options vest as to 10% every six months, commencing October 14, 2008. The initial exercise price 
was $1.50 per share escalating at 10% per year on each anniversary date up to $2.20 per share through 
fiscal 2014. As a result of an initial escalation on the first anniversary date, the exercise price of FY-2009 
options vested at December 31, 2009 was $1.65 per share (see subsequent event Note 15). 
 

(b) These options vest as to 10% every six months, commencing August 18, 2008. The initial exercise price 
was $1.25 per share, escalating at 10% per year on each anniversary date up to $1.83 per share through 
fiscal 2013. As a result of an initial escalation on the first anniversary date, the exercise price of FY-2009 
options vested at December 31, 2009 was $1.38 per share.  175,000 options (52,500 exercisable) were 
cancelled in the period ended December 31, 2009 (see subsequent event Note 15).   

 
In the nine months ended December 31, 2009, the Company recognized $125,943 of stock-based compensation 
expense in respect of incentive stock options granted to employees and directors in prior periods (2008: $99,626), 
leaving an unamortized balance of $547,287 to be recognized through fiscal 2014. The value of stock-based 
compensation granted to employees is recognized on a straight-line basis over the estimated term/vesting period 
of the options, being 5 years.  
 
The stock-based compensation recognized for stock options granted to non-employees in the period was $13,855 
(2008: $12,253). Incentive stock options granted to non-employees are recorded at fair value measured at the 
performance completion date.  
 
10. COMMITMENTS AND CONTINGENCY 

Midland Basin Prospect area 
 
In order to maintain its participation rights in the Midland Basin prospect area, the Company must participate in 
future approved oil and gas exploration and development activities conducted by the prospect area operator or 
the other co-venturers. At December 31, 2009 and subsequent thereto, there are no authorized work programs 
pending. Should the operator propose additional exploration and development programs within the prospect area  
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10. COMMITMENTS AND CONTINGENCY (Continued) 
 
The Company would have thirty days to elect to participate and to advance its share of the estimated program 
costs.  The Company’s right to participate in future exploration and development within the prospect block is 
subject to paying our past liabilities in respect of this property, totalling approximately $36,000. 
 
Our participation rights to the Midland Basin Prospect area expire in the twelve months ended September 30, 
2010 should no further drilling be undertaken on the prospect lands in the interim, and are subject to the 
Operator’s right of non-judicial foreclosure in respect of our past liabilities.  
 
Property lease payments 
 
In order to keep the Company’s Alberta Crown leases in good standing, the Company must pay lease expenses 
totalling $20,100 per year.  
 
Property participation, Alberta 
 
In order to maintain its minority working interests in oil and gas properties, the Company must participate to its 
proportionate share in duly authorized exploration and development work conducted on those properties by its co-
venturers. Failure to participate in work programs initiated by a property operator or other joint interest-holder may 
result in the Company losing substantially all its interest in those properties. As the Company holds non-operated 
working interests in substantially all its jointly owned Alberta oil and gas properties, it may have little discretion as 
to the timing of such exploration and development expenditures.  
 
Operations required to maintain title in current period 
 
In the period ended March 31, 2010, the Company must complete an economic well on its Rainbow Lake property 
in order to maintain title to that undeveloped property. The Company has recorded acquisition and development 
costs of $73,025 in respect of its 18% interest in the Rainbow Lake property.   
 
Operations required to maintain title in current period (continued) 
 
The Company will be required to participate in the abandonment of a well-bore on the Rainbow Lake property 
prior to March 31, 2010 should economic production not be achieved.  
 
Operatorship dispute 
 
In the fiscal year ended March 31, 2009, the Company filed a Statement of Claim in the Court of Queen’s Bench 
of Alberta in the Judicial District of Calgary, against the operator (at the time) of the Company’s Mistahiya-group 
properties.  
 
The Statement of Claim is in respect of certain operatorship issues and seeks a judicial resolution of disputed 
revenue with-holdings, the assertion of our take-in-kind rights to oil revenue, and other issues. A trial date has not 
yet been set.   
 
Prior to a trial, the Company obtained an Order in the Court of Queen’s Bench of Alberta, Judicial District of 
Calgary requiring that the operator pay Great Pacific its proportional 36% share of the gross revenue and provide 
a statement of expenses arising out of the joint venture operations on our Red Earth wells within 50 days of the 
end of each production month. Upon receipt of the revenue, Great Pacific is to pay the Operator its share of 
proper expenses, with any disputed expenses to be paid into Court with an explanation as to the nature of the 
dispute.  
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10. COMMITMENTS AND CONTINGENCY (Continued) 

The former operator has filed a Statement of Defense in respect of this matter, and has also filed a counter-claim 
against the Company. The counter-claim is seeking unspecified punitive and compensatory damages against the 
Company in respect of alleged interference with an oil marketing contract formerly held in respect of the jointly 
owned wells. Management believes the counter-claim to be completely without merit, and the Company intends to 
vigorously defend itself against these allegations. No amounts related to the counter-claim have been accrued at 
September 30, 2009. 
 
In the quarter ended September 30, 2009, the former operator ceased operatorship of the Company’s producing 
oil properties, but continues to act as the operator of certain non-operating petroleum properties in which the 
Company holds varying minority working interests.  
 
Management services agreement 
 
The Company has entered into a management services agreement for a term of five years expiring on September 
9, 2014 paying $10,000 per month for the services of our President, terminable on 12 months notice.  
 
 
11. SUPPLEMENTAL CASH FLOW INFORMATION 
 
Amounts classified on the consolidated statements of cash flows as changes in non-cash working capital items 
are as follows: 
 

 Three months ended 
December 31, 

Nine months ended 
December 31, 

 2009 2008 2009 2008 
 $ $ $ $ 

     
Decrease (increase) in accounts  
   receivable 

3,122 6,628 28,318 17,624 

Decrease (increase) in prepaid expenses (8,977) 45,708 (276) (8,169) 
Increase (decrease) in accounts payable  
   and accrued liabilities 

(234,340) 27,932 (102,575) (16,046) 

Changes in non-cash working capital  
   items 

(240,195) 80,268 (74,533) (6,591) 

 
 
12. SEGMENTED INFORMATION 
 
In the periods ended December 31, 2009 and 2008, the Company operated in one reportable business segment, 
being oil and gas exploration and development. The Company’s assets and operations are located in Canada and 
the United States. The Company receives production revenue from oil and gas properties in Alberta, Canada and 
Arkansas, U.S.A. The Company has undertaken oil and gas exploration and development in Alberta, Canada and 
Texas, U.S.A. (Note 5).  
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12. SEGMENTED INFORMATION (Continued) 
 
The results of oil and gas operations are presented by geographic cost centre, as follows: 
 

  Three months ended Nine months ended 
  December 31, 

2009 
December 31, 

2008 
December 31, 

2009 
December 31, 

2008 
  $ $ $ $ 

Revenue from oil and gas sales   
 Canada 30,920 66,185 98,895 205,937 
 United States 1,225 2,516 2,266 9,528 

Total revenue from oil and 
gas sales 

 
32,145 

 
68,701 

 
101,161 

 
215,465 

      

 
Oil and gas operating costs, including depletion and accretion 
 Canada 50,061 481,289 160,915 831,608 
 United States 136 116,797 4,232 264,820 

 Total operating costs 50,197 598,086 165,147 1,096,428 

      
 
 
13. FINANCIAL INSTRUMENTS AND RISK 
 
Financial instruments 
 
The Company classifies its financial instruments as follows: 
 

 Cash as “held for trading” measured at fair value; 
 Accounts receivable and amounts due from related parties as “loans and receivables” measured at 

amortized cost;  and 
 Accounts payable and amounts due to related parties as “other liabilities” measured at amortized cost. 

 
The carrying values of cash, accounts receivable, and accounts payable approximate their fair values due to their 
relatively short periods to maturity. The carrying values of amounts due from related parties and amounts due to 
related parties approximate their fair values as these instruments have no fixed terms of repayment.  
 
The maximum amount of credit risk the Company is exposed to at December 31, 2009 is $397,848 which consists 
of the face value of cash, accounts receivable and amounts due from related parties.  
 
Financial instrument risk 
 
Significant sources of financial instrument risk are detailed as follows: 
 
Concentration of credit risk 
 
Cash 
 
Cash is held in demand accounts at a Canadian chartered bank. The Company does not believe it is subject to 
any significant counterparty risk with respect to cash as amounts do not exceed federally insured limits.  
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13. FINANCIAL INSTRUMENTS AND RISK (Continued) 
 
Accounts receivable 
 
Accounts receivables typically arise from normal joint operating arrangements governing the Company’s 
producing oil and gas properties, and from cost-recovery billings. Credit valuations are performed on a regular 
basis and the financial statements take into account any requirement for an allowance for bad debts. The 
Company has recorded a provision for impairment to reduce the carrying value of accounts receivable to its 
estimated fair value.  
 
Amounts due from related parties 
 
At December 31, 2009 related party advances consist of vehicle rental revenue receivable and advances to a 
private company controlled by a Director for oil and gas property acquisitions (Note 4).  
 
The amounts due from related parties at December 31, 2009 are due from two parties, and default by either party 
would constitute a material loss. 
 
Financial instrument risk 
 
Interest rate risk 
 
The Company is exposed to interest rate risk, as amounts owing to the operator of its Midland Basin Prospect 
area having a principal balance of approximately $36,000 accrue interest at a variable rate of prime (Texas) + 1%. 
However, as the Company has no debt instruments outstanding, besides trade credit as provided from time to 
time, the Company does not believe its overall exposure to interest rate risk is significant.   
 
Currency risk 
 
The Company generates approximately 3% of its gross revenue from a natural gas well in the United States, and 
holds petroleum land interests in the United States having a book value of $66,041. Accordingly, changes in the 
U.S. denominated value of the Canadian dollar will impact the Canadian dollar cost of meeting any future 
obligations under that prospect area and will affect the Canadian dollar-denominated value of natural gas 
production.  
 
As at December 31, 2009, the Company does not believe its overall exposure to currency risk for its obligations 
denominated in United States dollars is significant.  
 
Commodity price risk 
 
The Company is exposed to material oil and gas commodity price risk. A relative decrease in the price of oil and 
gas would reduce the Company’s cash flows, reduce the realizable market value of the Company’s oil and gas 
assets, reduce the Company’s economic reserves, and make it more difficult for the Company to raise the equity 
capital required to meet its commitments and carry out its development-stage business plans. Management has 
assessed that the Company’s degree of exposure to commodity price risk is material, but consistent with our 
development stage oil and gas business operations.  The Company has not entered into any arrangements to 
mitigate this risk.  
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13. FINANCIAL INSTRUMENTS AND RISK (Continued) 
 
Liquidity risk 
 
The Company faces material liquidity risk in that it has a significant working capital deficiency in excess of the 
servicing capacity of the Company’s producing oil and gas assets, and additional material commitments coming 
due in the current period. The Company has insufficient cash and liquid resources on hand to satisfy its accounts  
payable and accrued liabilities should those debts be demanded on notice. The Company is seeking equity 
financing in order to obtain additional liquidity to mitigate this risk (Note 1).  
 
14. CAPITAL MANAGEMENT 

Capital management objectives 
 
The primary capital management objective of the Company is to ensure adequate working capital is available to 
adequately fund both the Board-approved business development plans (i.e. oil and gas exploration and 
development), and the working capital requirements of each annual operating cycle, while also seeking to 
minimize the risk-adjusted cost of capital. At December 31, 2009 the Company lacks sufficient capital to carry out 
the necessary drilling to grow beyond the development stage.  
 
Capital is raised and retained for the purposes and to the extent necessary to fund exploration projects and 
corporate overhead costs, subject to the availability of financing on acceptable terms. Given its objectives, the  
 
Company determines the amount of capital to be raised and retained based on the scope of planned exploration 
activity and management’s assessment of the expected availability of acceptably priced capital in future periods.  
 
The Company’s capital management plan seeks to ensure adequate resources are available to fund our activities 
through the balance of the current fiscal year.  A significant measure used in assessing capital adequacy is thus 
the expected number of days of operations that can be funded from current working capital.  In general, capital 
levels are considered sufficient if they can fund the balance of the annual exploration season and fund corporate 
overhead expenses in the near-term. Current capital levels are not sufficient given those objectives. 
 
As the Company’s major assets – oil and gas properties – are collectively illiquid and not fully developed, they 
require significant additional expenditures to be fully monetized. As a result of this, and because the Company is 
not yet earning positive cash flow from operations, management of externally-financed working capital is, by 
necessity, a major capital management objective of the Company. The ability of the Company to continue as a 
going concern is materially sensitive to the availability and cost of such capital, which is in part subject to macro-
economic factors beyond the control of the Company.  
 
Targeted financial structure 
 
The Company defines managed capital as shareholders’ equity.  Our targeted capital structure approaches 100% 
capital equity. Management believes that such a capital structure is the most suitable in light of the Company’s 
capital management objectives, and it is considered commensurate with our development-stage operations.  
 
The Company’s current financial structure represents a significant negative deviation from our target structure, as 
the Company has a working capital deficiency and lacks the financial resources to carry out necessary exploration 
and development. The Company estimates that it will require additional equity financing of at least $1,100,000 in 
the coming 12 months to remain a going concern, to continue to meet property payments, participation and lease 
obligations, and to continue to participate to our working interest in our Canadian oil and gas properties. Beyond 
that, additional financing will be required to achieve a self-sustaining level of oil and gas revenues.  
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14. CAPITAL MANAGEMENT (Continued) 

The chief source of liquidity and working capital is equity financing obtained through the sale of common shares 
and share purchase warrants, and the exercise of warrants and options. The Company from time to time receives 
loan payables from related parties and trade credit, but such financial instruments are typically only 
supplementary to equity financings, on a short-term basis.  
 
In any case, the Company does not consider debt to be a sustainable source of working capital, for until we 
achieve self-sustaining positive operating cash flows, any debt obtained must be retired with funds raised through 
equity financing.  
 
The Company is not subject to material externally-imposed capital constraints. 
 
15. SUBSEQUENT EVENTS 
 
 

- On January 11, 2010 the Company (farmor) entered into a Farmout Agreement with a private company 
(farmee) in regard to certain lands in which GPI holds a 9% interest.  The agreement provides that on or 
before March 31, 2010 the farmee will spud and drill a test well to a maximum depth of 2800 feet.    In the 
event of the farmee surrenders the test well the farmor’s will have the option to take over the well bore for 
6 months from the date of any surrender notice from the farmee. Farmor will pay100% of drilling 
completion and equipping cost in the test well to earn 100% in the test well spacing unit before payout 
subject to a Farmors convertible royalty.  Farmee shall also earn, provide it is not in default, a 75% 
working interest in the balance of the Farmout Lands in all rights as granted by title documents from 
surface to base of the formation. 

 
Farmor’s Royalty: (5% to 15%) Oil; 15% Gas.  Farmors individually convertible royalty, convertible by the 
Farmors to a proportionate 25% working interest after payout in all rights as granted by the title 
documents from surface to the base of the formation.  The lands are encumbered with Alberta Crown 
Royalty and a 3% gross overriding royalty. 
 

- On January 26, 2010, the Company received TSX Venture approval for a reduction in the price of 
1,561,000 stock options granted in prior periods (see news release dated December 2, 2009) as 
approved at the annual and special general meeting held on December 30, 2009.   
 

- On February 18, 2010 the Company received TSX Venture approval for a reduction in the price of and 
extension of the exercise period, of 1,952,2000 warrants held by non-insiders which were granted on April 
15, 2008 and which ordinarily expire on April 14, 2010 (see news release dated December 2, 2009) as 
approved by shareholders at the annual and special general meeting held on December 30, 2009.  

 
- At February 19, 2010 as per the land agent agreement entered into in Q3-2010 (See note 4), the 

Company has acquired total of 12,019 acres of prospective oil and gas lands through the Alberta Crown 
Petroleum and Natural Gas Right Auctions. 


