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Rock Energy (RE $0.60 | Target: $0.80 <down from $2.00> | Recommendation: Hold) 
Rock Energy will report on Thursday or Friday.  It should have averaged about 3,700 boe/d in the fourth 
quarter, consisting of 1,950 bbls/d of heavy oil and 10.5 mmcf/d of natural gas.  Cash flow should be in the 
$5.7 million range or about $0.22/share.  Full year production should have averaged 3,375 boe/d generating 
$41.0 million or $1.58/share in cash flow.  Year-end debt should be $30 million.  Things go downhill from 
there for Rock Energy.  We forecast only $7.0 million in cash flow in 2009 which means that debt becomes a 
problem and the company can’t reinvest enough capital to maintain production.  Rock looks like it needs 
some combination of higher oil and gas prices, really good finding and development costs, and a narrow 
heavy oil differential just to break even. 
 
Canadian Spirit Resources (SPI $0.61 | Target: $1.50 | Recommendation: Buy) 
On Friday we had the privilege of visiting Hudson’s Hope B.C. as the guest of Canadian Spirit.   They are 
sitting on enormous natural gas resources and are working hard to turn those into reserves and 
production.  Shell Canada has farmed in on CSRI and taken over operation of the Gething program.  When 
we visited the pilot project a small gas plant was under construction, a water disposal line was being laid, and 
the companies were getting ready to do a ‘hot tap’ into the Spectra Energy (formerly Westcoast Energy) 
pipeline which runs right through the property.  South of the Peace River, Canada Energy Partners already 
has several wells tied-in and on production. 
 
CSRI has also farmed out its deep rights to a private company called Canbriam Energy.  They drilled two 
vertical Montney tests on what is known as the ‘east block’ and didn’t get much encouragement, but just 
north of CSRI’s pilot, Talisman Energy has drilled a 5 mmcf/d vertical Montney test and was in the process of 
fracing the first horizontal well drilled into the Montney in this area (they call it Altares).  Talisman has 
already indicated that it plans to spend $7.5 million in this area over the next 10 years. 
 
Apart from the price of natural gas, Canadian Spirit is in very good shape with no debt, maybe $12 million in 
cash in the bank, and all its drilling commitments farmed out to either Shell or Canbriam.  Some upcoming 
milestones include a landsale on March 25th, tie-in of the Gething wells and first production by month-end, 
Shell’s election to pool its own land with CSRI’s acreage which could come in the second quarter, results of 
Talisman’s horizontal well and Canbriam operated Montney tests on CSRI’s ‘west block’. 
 
Because of the sheer size of the potential natural gas reserves in the Gething and the Montney, combined 
with its excellent financial condition, Canadian Spirit is much more interesting than most other Western 
Canadian junior gas producers. 
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Return Rating Rating Description Distribution

Buy We expect the stock to generate a total return of
greater than 15% over the next 12 months. 35%

Speculative Buy

We expect the stock to generate a total return of
greater than 15% over the next 12 months. However,
there are significant unquantifiable risks that may result
in material loss.

25%

Hold We expect the stock to generate a total return between
0% and 15% over the next 12 months. 30%

Sell We expect the stock to generate negative returns over
the next 12 months. 0%

Analyst Certification: Each research analyst and research associate who authored this document and whose name appears herein certifies that the recommendations and opinions expressed in
the research report accurately reflect their personal views about any and all of the securities or issuers discussed therein that are within the coverage universe.

Investment Ratings System: Wolverton’s system for rating investment opportunities defines four levels of expected performance based on the level of total return expected within 12-months. The
following table defines these ratings categories and highlights the distribution of our investment recommendations among them. It is the intention of Wolverton to update the status of this table at
a minimum monthly, within the first 10 business days of each month. 

Additional Disclosures: Wolverton has made available these and additional investment disclosures including our research dissemination policy and a detailed overview of typical sector
investment risk factors on our public website at the following internet address: www.wolverton.ca/ResearchInfo/ResearchDisclosure.aspx

Compensation of Analysts: The compensation of research analysts is intended to reflect the value of the services they
provide to the clients of Wolverton Securities Ltd. As with most other employees, the compensation of research analysts is
impacted by the overall profitability of the firm, which may include revenues from corporate finance activities of the firm's
Corporate Finance department. However, Research analysts' compensation is not directly related to specific corporate finance
transaction. 

Disclaimer: Estimates and projections herein are our own and are based on assumptions that we believe to be reasonable.
Information presented herein, while obtained from sources we believe to be reliable, is not guaranteed either as to accuracy or
completeness. Neither the information nor any opinion expressed herein constitutes a solicitation of the purchase or sale of any
security. As it acts for public companies from time to time, Wolverton Securities Ltd. may have a relationship with the above
mentioned company(s). This report is intended for distribution in only those jurisdictions in which Wolverton is registered and
any distribution outside those jurisdictions is strictly prohibited.

10%No rating is presently assigned. The stock is under
review pending additional information.Under Review

General Risk Factors: Wolverton will conduct a comprehensive risk assessment for each company under coverage at the time
of initiating research coverage and also revisit this assessment when subsequent update reports are published or material
company events occur. Following are some general risks can impact future operational and financial performance: (1) Industry
fundamentals with respect to customer demand or product / service pricing could change expected revenues and earnings; (2)
Issues relating to major competitors or market shares or new product expectations could change investor attitudes; (3)
Unforeseen developments with respect to the management, financial condition or accounting policies alter the prospective
valuation; or (4) Interest rates, currency or major segments of the economy could alter investor confidence and investment
prospects. 

Company Specific Disclosures: Wolverton Securities Ltd has performed investment banking services for Canadian Spirit Resources during the 12 months preceding the date of
issuance of this report. Wolverton Securities Ltd does not have a beneficial ownership of greater than 1% of the securities in the above mentioned company(s). The analyst
responsible for this report and these recommendations has not viewed the material operations of the above mentioned company(s) in preparing this report. The analyst responsible
for this report and these recommendations owns shares of Canadian Spirit Resources. No payment/reimbursement was received by the analysts for some of the expenses relating to
the production of this report. The securities covered herein are not restricted and therefore OSC Rule 56-501 does not apply.

2 PAGE EXCERPT




