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Under National Instrument 51-102, part 4, subsection 4.3(3), if an auditor has not performed a review of the 
interim financial statements they must be accompanied by a notice indicating that the financial statements 
have not been reviewed by an auditor. 
 
The accompanying unaudited financial statements of the Company have been prepared by and are the 
responsibility of the Company’s management. The Company’s independent auditor has not performed a 
review of these financial statements in accordance with standards established by the Canadian Institute of 
Chartered Accountants for a review of interim financial statements.  
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STEALTH VENTURES LTD. 
Balance Sheets 
 
June 30, 2009 and December 31, 2008 
 
  2009 2008 
 
Assets 
 
Current assets: 

Cash and cash equivalents      $ 114,498  $ 544,944 
Accounts receivable                                                                        486,642  1,453,192 
Prepaid expenses and deposits 1,185,645 1,171,295 
  1,786,785 3,169,431 

 
Property and equipment (note 5) 54,612,942 56,521,067 
Investments (note 4)                                                                                        -              793,000 
                                                                                                            $ 56,399,727           $ 60,483,498 
Liabilities and Shareholders' Equity 
 
Current liabilities: 

Accounts payable and accrued liabilities  $    971,480             $ 6,340,460 
      Bank Debt (Note 7)                                                                             3,535,164                         -  
 
                                                                                                             $ 4,506,644             $ 6,340,460 
 
Asset retirement obligations (note 6)                                                        1,968,452                1,924,456 
 
Shareholders' equity: 

Share capital (note 8(b)) 65,281,760         65,281,760 
Purchase warrants (note 8(c)) 8,488,680 8,488,680 
Contributed surplus (note 8(e)) 6,012,705 5,938,035 
Deficit (29,858,514) (27,489,893) 
  49,924,631 52,218,582 

  
  $ 56,399,727 $ 60,483,498 
Future Operations (note 1) 
Commitments (note 12) 
Subsequent events (note14) 
 
See accompanying notes to financial statements. 
 
On behalf of the Board: 
 
“Rob Bell”   Chairman, Director 
 
“Derek Krivak”   President, CEO, Director 
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STEALTH VENTURES LTD. 
Statements of Loss, Comprehensive Loss and Deficit 
 
For The Six Months Ended June 30, 2009 and 2008 
 
   Three Month Three Month Six Month Six Month 
   Period Ended Period Ended Period Ended Period Ended 
   June 30/09      June 30/08        June 30/09            June 30/08 
Revenue 
Petroleum and natural gas sales $814,105 $1,386,636 $1,993,199     $2,515,927  
Royalties (60,751) (201,193)      (174,975)       (368,144) 
Interest and other income                               -                  48,004  468            86,401  
  753,354 1,233,447             1,818,692       2,234,184 
Expenses 
Administration $671,567  $647,423 $1,349,641        1,410,370  
Share based compensation (Note 8(e)) 37,335 82,200 74,670           180,700  
Oil and gas operating 481,381 215,883 867,919           428,504  
Interest Expense 33,241                          -  47,465                 - 
Gain on sale of equipment                             (947)                         -      (947)                - 
Depletion, depreciation 
and accretion (Note 5) 860,879    444,438   1,908,250          897,827 
 
  2,083,456 1,389,944   4,246,998       2,917,401 
Net loss before the following   (1,330,102) (156,497) (2,428,305)      (683,217) 
Gain (loss) in value of (Note 4) (8,840)     6,019,000   75,500     5,304,000 
investments 
 
Net earnings (loss) before taxes (1,338,942) 5,862,503 (2,352,805)    4,620,783  
Future income tax (reduction)        -         (936,000)                    -              (936,000)       
Capital tax 15,816                         -  15,816             -  
Net earnings (loss) and   (1,354,758) 6,798,503 (2,368,621)     5,556,783 
comprehensive earnings and loss  
 
Deficit - beginning of the period (28,503,756) (21,542,290)   (27,489,893)    (20,300,570) 
 
Deficit - end of the period $(29,858,514) $(14,743,787)       $(29,858,514)   $(14,743,787)  
 
Earnings (loss) per share (Note8)         (0.02)                       0.11                  (0.03)                 0.08 
 
See accompanying notes 
 
 
 
 
 

 
 
 
 
 
 



STEALTH VENTURES LTD. 
Statements of Cash Flows 
 
Three and six months ended June 30, 2009 and 2008 
 
    Three Month Three Month Six Month Six Month 
   Period Ended Period Ended Period Ended Period Ended 
                                            June 30/09 June 30/08     June 30/09           June 30/08 
Cash provided by (used in):  
Operations:  
Net earnings (loss) for the period $ (1,354,758) $ 6,798,503 $ (2,368,621) $ 5,556,783  
Items not involving cash: 
   Write-down on           8,840 (6,019,000)               (75,500)   (5,304,000) 
   investment (Note 4)      
   Future income tax reduction                       -  (936,000)                    -         (936,000) 
   Depletion, depreciation  
   and accretion 860,879 444,438   1,908,250 897,827 
   Share - based compensation 37,335                     82,200                  74,670   180,700 
   Gain on sale of equipment                          (947)                        -                           (947)                     -        
 
  (448,651)    370,141 (462,148)              395,310        
Change in non-cash operating     
working capital (1,958,900)   (145,134)   (4,416,780)     (1,666,821) 
     
  
  (2,407,550) 225,007 (4,878,927) (1,271,511) 
Financing:    
Issuance of share and                                   -                     20,254,269                     -                 20,259,394  
purchase warrants 
Increase in bank debt (Note7)              2,239,406                       -                     3,535,164                - 
 
Investing: 
Additions of property and equipment    (294,906) (2,506,649) (555,311) (6,207,633)  
Proceeds from sale of property                     -                             -   600,000                    - 
Proceeds from marketable                       566,381                      -                          868,628                    - 
securities (Note 4) 
 
Change in cash and cash equivalents     103,331  17,972,627 (430,446) 12,780,250  
Cash and cash equivalents,                    11,167 1,597,501 544,944 6,789,878  
beginning of period 
Cash and cash equivalents,               $ 114,498    $ 19,570,128 $ 114,498 $ 19,570,128 
end of period 
 
See accompanying notes  
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STEALTH VENTURES LTD. 
Notes to Financial Statements 
 
Six Months Ended June 30, 2009 and 2008 
 
 

1. Nature of operations: 

Stealth Ventures Ltd. (“Stealth” or “the Company”) is engaged primarily in exploration for, and production 
of, petroleum and natural gas reserves in Western Canada and Nova Scotia.  At the date of this report 
the Company’s production was 100% natural gas.  These financial statements have been prepared on 
the basis that the Company will be able to discharge its obligations and realize its assets in the normal 
course of business at the values at which they are carried in these financial statements, and that the 
Company will be able to continue its business activities. 

For the six months ended June 30, 2009, the Company reported a net loss of $2,368,621 and a working 
capital deficiency of $2,719,859.  It was recognized by management that the commodity pricing 
environment on which the Company depends for operating revenue had changed and could be 
depressed over the course of 2009.  This could extend the history of operating losses sustained by the 
Company and raise doubt about the Company’s ability to continue as a going concern.  Management 
embarked upon a program of capital and administrative cost containment in order to match revenues 
and cash costs.  In addition, the Company executed a physical hedge at $5.48/mcf on a portion of its 
production in January 2009 in order to protect revenue on expanding production. Effective June 1, 2009 
the Company executed an additional physical hedge at $4.06/mcf. These measures will mitigate the 
extent of potential losses in a declining gas price environment over the coming twelve months. In 
addition, the Company increased its credit facility with a Canadian bank from $3.1 million to $5 million.  
Refer to Note 7 for additional details. 

2.    Significant accounting policies: 

The interim unaudited financial statements of the Company have been prepared by management in 
accordance with accounting policies generally accepted in Canada.  The interim unaudited financial 
statements have been prepared following the same accounting policies and methods of computation as 
the financial statements for the fiscal year ended December 31, 2008.  The interim financial statements 
should be read in conjunction with the financial statements and the notes thereto in the Company’s 
annual report for the year ended December 31, 2008. 

 

3.  Change in accounting policies: 

Effective January 1, 2009 the Company adopted the following new accounting standards issued by the 
Canadian Institute of Chartered Accountants (CICA): 

Goodwill and Intangible Assets 

On January 1, 2009, the Company retrospectively adopted CICA Section 3064, Goodwill and Intangible 
Assets issued by the AcSB. This section clarifies the criteria for the recognition of assets, intangible 
assets and internally developed intangible assets. The adoption of this standard did not impact the 
Company’s interim financial results. 
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STEALTH VENTURES LTD. 
Notes to Financial Statements 
 
Six Months Ended June 30, 2009 and 2008 
 
 

4.   Investments: 

During 2007 the Company exchanged its interest in certain Saskatchewan properties for 13 million 
common shares of PanTerra Resources Corp (“PanTerra”) valued at a cost of $0.25 per share. The 
Company’s holding represented approximately 19.5% of the outstanding common shares of PanTerra.  
During the second quarter of 2009 the remaining 8,234,000 shares of PanTerra were sold at an average 
price of $0.048552 per share for proceeds of $399,777. A loss of $39,670 was recognized from the sale 
of the PanTerra shares in the second quarter of 2009.   

During 2008 the Company acquired 6 million shares of a foreign unlisted private company Golden Hill 
International Holdings Limited (“Golden Hill”) valued at a cost of $78,000. The Company accounts for its 
investment in Golden Hill at cost since the shares do not have a quoted price in an active market.  
During the second quarter the Company sold its entire investment in Golden Hill for $150,000. A gain of 
$72,000 was realized from the sale. 

5. Property and equipment: 
 
                                                                                                     Accumulated 
   Depletion and  Net Book 
2009 Cost  Amortization  Value 
 
Computer and office equipment    $ 408,863    $ 196,888     $ 211,975  
Leasehold improvements                                         55,162                   18,672                      36,490   
Automobiles                                                              84,292                   62,450                      21,842  
Petroleum and natural gas properties                70,490,956            16,148,321               54,342,635 
 
                                                                       $71,039,273           $16,426,331            $54,612,942 

   
2008     
 
Computer equipment  $ 403,995 $ 179,348 $ 224,647 
Leasehold improvements  55,162 14,585 40,577 
Automobiles 84,296 58,704 25,592 
Petroleum and natural gas properties  69,940,509 13,710,258 56,230,251 
 
  $70,483,962 $ 13,962,895           $56,521,067 
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STEALTH VENTURES LTD. 
Notes to Financial Statements 
 
Six Months Ended June 30, 2009 and 2008 
 
 

5. Property and equipment (continued): 

At June 30, 2009, petroleum and natural gas properties included $14,933,348 (2008 - $14,645,178) 
relating to unproved properties which have been excluded from the depletion calculation, and future 
development costs of $20,850,000 (2008 - $8,122,208) were included in the depletion calculation.  No 
general and administrative costs were capitalized during the period. 

The Company applied the ceiling test to its capitalized assets at June 30, 2009. No impairment was 
recognized. 

 

6. Asset retirement obligations: 

Changes to the asset retirement obligation for the six months ended June 30, 2009 are as follows: 

 
          Jun, 30 Dec, 31 
   2009 2008 
 
Asset retirement obligations, beginning of period   $1,924,456   $870,842 

Liabilities incurred                                -  946,607 
Liabilities disposed                                  -         -      
Accretion expense                               43,996                    107,007 
 

Asset retirement obligations, end of period                       $1,968,452              $1,924,456 
 

7. Credit Facility: 

Effective April 15, 2009, the Company increased its demand operating credit facility from $3.1 million to 
$5 million.  Stealth may borrow via Prime-based loans bearing interest at the prime bank rate plus 225 
basis points per annum, subject to a minimum interest rate of 5%.  The facilities do not contain any 
financial covenants.  The credit facility is subject to periodic review, with the next required prior to April 
30, 2010.  The facility is collateralized by a $10 million demand fixed and floating debenture over all of 
Stealth's assets.  It revolves (interest only) until review.  As at June 30, 2009, $3,535,164 had been 
drawn against these facilities.   
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STEALTH VENTURES LTD. 
Notes to Financial Statementsm0 
 
Six Months Ended June 30, 2009 and 2008 
 
 

8. Share capital: 

(a) Authorized: Unlimited common shares without par value 

(b) Issued: 
  Number of 
  Shares Amount 
 

      Balance December 31, 2007 61,954,587 $49,919,481 
Warrants expired                                                                            -  1,970,220 
Private placement at $0.75 per unit 29,726,956      17,316,217 
Normal course issuer bid (1,553,500)      (1,126,409) 
Share issue costs -      (2,797,749) 

      Balance December 31, 2008      90,128,043           $65,281,760 

          
Balance March 31, 2009               90,128,043

 $65,281,760  
Balance June 30, 2009                                                   90,128,043           $65,281,760             

         
            Per Share Amounts 

Per share amounts were calculated using the weighted average common shares outstanding of 
90,128,043 (2008 – 66,527,965). The stock options were not included in the diluted earnings per 
share calculation because to do so would be anti-dilutive.  

 

(c) Purchase warrants 

      At June 30, 2009 there were 24,082,096 share purchase warrants outstanding as follows: 
 

   Exercise Expiry Carrying 
Description Number price date amount 
Balance December 31, 2007           11,287,380    $4,838,400 
Private placement                     14,863,478   0.85 May 2010 4,979,000 
Finders’ fees 1,781,818  0.75 May 2010 641,500 
Warrants expired (3,281,258)  2.30     March 2008 (1,595,720) 
Warrants expired (569,322)  1.60     March 2008 (374,500) 
Balance December 31, 2008            24,082,096  $8,488,680 
Balance June 30, 2009                     24,082,096  $8,488,680 
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STEALTH VENTURES LTD. 
Notes to Financial Statements 
 
Six Months Ended June 30, 2009 and 2008 
 
 

8. Share capital (continued): 

(d) Stock option plan 

The Company has in place an Incentive Stock Option Plan (the “Plan”), which is administered by the 
Directors of the Company.  All directors, officers, employees and consultants of the Company are 
eligible to be granted incentive stock options under the Plan. The exercise price of options granted 
under the Plan cannot be less than the market price of the Company’s shares as traded on the TSX 
Venture Exchange (the “Exchange”) at the time of the grant, less the permissible discount allowed 
by the Exchange.  The Plan was amended through the course of 2008.  These amendments provide 
that: (1) options may be granted under the Plan in respect of up to an aggregate of 18,000,000 
common shares, provided that (i) options in respect of no more than 5% of the issued shares of the 
Company, calculated at the date the option is granted, may be granted to any one optionee in any 
12 month period; (ii) options in respect of no more than  2% of the issued shares of the Company, 
calculated at the date the option is granted, may be granted to any one consultant in any 12 month 
period; and (iii) options in respect of no more than an aggregate of 2% of the issued shares of the 
Company, calculated at the date the option is granted, may be granted in any 12 month period to 
optionees conducting investor relations activities; (2) the maximum term of options granted under 
the Plan has been extended from 5 years to 10 years; and (3) options granted under the Plan having 
an exercise price at or above the market price of the Company’s shares may become vested 
immediately upon the date of the grant (as opposed to being vested on a quarterly basis over an 18 
month period).  

Stock option activity with respect to the Company’s stock option plan is as follows: 
 

                                                                                    Weighted Avg.  
                                                            Number of              Exercise 
                                                               Shares                     Price 

        
 Balance December 31, 2007 5,228,000            $1.49   

Granted 100,000         0.80   
Granted 1,865,000     0.98      
Granted 150,000              0.48     
Granted 3,439,000              0.25 
Cancelled 100,000     0.55 
Cancelled 100,000     1.50 
Cancelled 1,125,000     2.30 
Cancelled 10,000     0.80 
Cancelled 275,000              0.98 
Cancelled 150,000     0.48 
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STEALTH VENTURES LTD. 
Notes to Financial Statements 
 
Six Months Ended June 30, 2009 and 2008 
 
 

8. Share capital (continued): 
 
Cancelled 250,000     0.80 
Cancelled 843,000     1.50 
Cancelled 100,000     2.30 
Cancelled 400,000     1.20 
Cancelled 300,000     0.65 
Cancelled 200,000     0.50 
Cancelled 350,000     0.55 
Cancelled 300,000     0.98 
Cancelled 400,000     0.80 
Expired 50,000     0.25 
Expired 300,000     2.07 
Expired 300,000     1.32 
Balance December 31, 2008       5,229,000     0.52 
Expired 100,000     1.20  
Expired                                             50,000              2.30 
Balance March 31, 2009 5,079,000              0.49 
Expired 40,000              0.98 
Expired 118,000              0.25  

    Balance June 30, 2009 4,921,000     0.50 

(e) Stock-based compensation: 

The Company accounts for options issued under its Plan using the fair value method. Under this 
method, a compensation cost is charged to expense for stock options granted to employees and 
directors with a corresponding increase to contributed surplus.  

The following table reconciles the Company’s contributed surplus: 
 
  June, 30 Dec, 31 
  2009 2008 
 
Balance, beginning of period $ 5,938,035 $ 3,888,200 

Stock-based compensation expense 74,670 1,190,446 
Normal course issuer bid                                                                    -      859,389 

 

Balance, end of period  $6,012,705   $5,938,035 
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STEALTH VENTURES LTD. 
Notes to Financial Statements 
 
Six Months Ended June 30, 2009 and 2008 
 
 

9.   Financial instruments and Risk management: 

(a) Credit risk: 

Portions of the Company’s accounts receivable are with joint venture partners in the oil and gas 
industry and are subject to normal industry credit risks. Purchasers of the Company’s oil and natural 
gas products are subject to an internal credit review designed to mitigate the risk of non-payment. 

(b) Commodity price risk: 

The Company is subject to commodity price risk on the sale of oil and natural gas. The Company 
entered into these fixed price contracts with a well established counterparty, to protect a portion of 
its future earnings and cash flows from operations from the volatility of petroleum and natural gas 
prices.   
 
Natural Gas           Price 

 Period Hedged        Type             Daily Volume      (CAD) 
February 1, 2009-October 31, 2009 Fixed price  800 GJ   $5.48 
June 1, 2009-October 31, 2009  Fixed price  400 GJ   $4.06 

 November 1, 2009-December 31, 2010  Fixed price  800 GJ   $4.90 

Based on Stealth’s reported sales volumes for 2009, a change of $0.10 Cdn in natural gas prices at 
the wellhead would have the approximate effect of changing pre-tax earnings for the year by 
$54,000.   

 (c) Foreign currency risk: 

While substantially all of the Company’s sales are denominated in Canadian dollars, the market 
prices in Canada for oil and natural gas are impacted by changes in the exchange rate between the 
Canadian and United States dollar. 

(e) Interest rate risk: 

The Company is exposed to interest rate risk to the extent that changes in market interest rates will 
impact the Company’s cash and cash equivalents that have a floating interest rate. The Company 
had no interest rate swaps or hedges at June 30, 2009. 

(d) Fair value of financial instruments: 

The Company’s financial assets and liabilities consist of cash and cash equivalents, accounts 
receivable, bank debt and accounts payable.  Cash and cash equivalents and are classified as held-
for-trading financial assets. Accounts receivable are classified as loans and receivables and bank 
debt and accounts payable are classified as other financial liabilities.   
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STEALTH VENTURES LTD. 
Notes to Financial Statements 
 
Six Months Ended June 30, 2009 and 2008 
 
 

9.   Financial instruments and Risk management (continued): 

The fair values of financial assets and liabilities, together with carrying amounts shown in the balance 
sheet as at June 30, 2009 are as follows: 

Cash and Cash Equivalents   Carrying Amount  Fair Value 

 Cash and Cash equivalents      $114,498    $114,498 

 Accounts receivable                     486,642      486,642 

 Bank debt                               3,535,164    3,535,164                      

 Accounts payable         971,480      971,480 

11. Related party transactions: 

An officer of the Company was also a Director of an entity (Golden Hill) with whom Stealth has a 
management services agreement.  No compensation was paid to the officer by the entity during the 
second quarter of 2009.  The officer did not spend material management time providing services to the 
entity.  During the second quarter the Company sold its entire investment in the entity for $150,000.  A 
gain of $72,000 was recognized from the sale.  Subsequent to the quarter-end the officer resigned and 
became an independent Director of the Company. 

12. Commitments: 

(a) The Company has executed various farm-in and permit agreements. These agreements require 
Stealth to incur total expenditures of approximately $1.5 million per year, but in each case the asset may 
be surrendered as an option.  Nova Scotia-based commitments in future years increase with commercial 
development projections, but in each case the requirements are reviewed yearly. 

       
      (b) The Company has the following office lease agreements: 

Minimum lease payments remaining under the Company’s current office lease agreement are: 
 
2009    $67,218 

              
Minimum lease payments required under the Company’s new sub-lease are as follows:  

 
             2009         $28,005         
             2010            $102,685    

The Company has sub-leased their existing space effective August 31, 2009 and has entered into a new 
sub-lease effective October 1, 2009 through to November 30, 2010. Under the new sub-lease the 
Company will save 72% in rent on an annualized basis. 
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STEALTH VENTURES LTD. 
Notes to Financial Statements 
 
Six Months Ended June 30, 2009 and 2008 
 
 

13. Capital disclosures: 

Stealth defines capital as debt and shareholders’ equity comprised of retained earnings and              
share capital.  Stealth’s primary capital management objective is to maintain a strong balance sheet 
affording the Company financial flexibility to achieve goals of continued growth and access to capital.  
The basis for the Company’s capital structure is dependent on the Company’s expected business growth 
and changes in the business environment. 

The Company manages its capital structure and makes adjustments according to market conditions to 
maintain flexibility while achieving the objectives stated above.  To manage the capital structure, the 
Company may adjust capital spending, issue new shares, issue new debt or repay existing debt.  
Subsequent to year-end the long-term debt of the Company was increased, but it does not have any 
capital leases or any off-balance-sheet obligations.  Stealth’s short term goal with respect to debt is limit 
its use as management pursues balance sheet strength. 

The Company monitors working capital, cash flow per share and total shareholders’ equity on a monthly 
basis and makes adjustments to its business plan and capital budget accordingly. 

No dividends have been paid or declared on any of the Company’s shares since the date of 
incorporation.  This policy is based on operational results, financial policy and financing requirements 
and is continuously reviewed by the Company. 

  
  The Company is not subject to any externally imposed capital requirements. 

There were no changes in the Company’s approach to capital management during the six months ended 
June 30, 2009.  

14. Subsequent events:  

Subsequent to quarter-end on July 14, 2009, the Company announced Executive and Board changes.  
The Chief Financial Officer, Mark Roth, resigned as CFO and joined the Board of Directors.  He 
effectively replaced board member Ian McMurtrie, who concurrently resigned from the Board.  Lori 
Bobye-Magnusson accepted the vacant post of CFO.  She was previously Controller at Stealth.  These 
changes in general reflect the ongoing evolution of junior producing gas companies in Canada, where 
companies must consolidate their activities in the face of reduced operating tempos and dramatically 
decreased revenues as a result of reduced gas pricing.  The Board of Directors thanks Mr. McMurtrie for 
his significant contribution to the Board over six years, and wishes him the best in his future endeavors. 

 

      (a) Office Lease 

The Company has sub-leased their existing space effective August 31, 2009 and has entered into a new             
sub-lease effective October 1, 2009 through to November 30, 2010. Under the new sub-lease the 
Company’s office rent will decrease by 72%.  
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STEALTH VENTURES LTD. 
Notes to Financial Statements 
 
Six Months Ended June 30, 2009 and 2008 
 
 

 
      (b) Financial Instrument 

 
      The Company has entered into the following fixed price contract: 

 
Natural Gas                      Price 

 Period Hedged        Type    Daily Volume     (CAD) 
November 1, 2009-December 31, 2010 Fixed price        800 GJ   $4.90 

 
      (c) Down-spacing 
 

Subsequent to quarter end (August 7th), Stealth received notification from the ERCB that its first of two 
sections applied for were approved to 8 wells per section holding.  These two sections that were a 4 well 
per section pilot will set the precedent for the remaining 120+ section of Stealth lands.  Rate transient 
analysis work performed on the pilots showed no interference between near well bores and potential to 
infill up to eighteen wells per section without interference.  This is further proof of the large original gas in 
place in the Colorado Shale package. 

 
15. Future Accounting Changes 
 
      International Financial Reporting Standards (“IFRS”) 

In February 2008, the CICA Accounting Standards Board (“ASCB”) confirmed the changeover from 
Canadian GAAP to IFRS will be required for publically accountable profit-orientated enterprises for 
interim and annual financial statements for fiscal years beginning on or after January 1, 2011, including 
comparatives for 2010. The changeover from Canadian GAAP to IFRS represents a change in 
accounting standards and is a significant undertaking that may materially impact the Company’s financial 
statements. The Company is currently reviewing the standards to determine the potential impact, and it 
has allocated resources to enable it to meet its IFRS reporting obligations. 


