
 

 
 

 
 
 
 
 
 
 
 
 
 
 

NOTICE 
 
 

Attached are the unaudited interim consolidated financial statements of Rockgate Capital 
Corp. (the “Corporation”) for the three months ended September 30, 2008.  The Corporation’s 

auditor has not reviewed the attached financial statements. 
 
 
 

ROCKGATE CAPITAL CORP. 
 
 

“signed” 
Douglas E. Ford 

Director 
 

November 27, 2008 
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Consolidated Balance Sheets 
As at September 30 and June 30, 2008  
 

   
September 30, 

2008  
Audited 

June 30, 2008 

  $  $ 
ASSETS     
        
Current assets     
 Cash and cash equivalents  5,745,879  4,603,299 
 GST receivable  230,675  160,680 
 Loan receivable from Northrock  100,000  - 
 Prepaid expenses and other  9,424  100,741 
   6,085,978  4,864,720 
      
Exploration advances  292,655  280,418 
Mineral properties – Note 7  592,500  2,677,500 
Equipment – Note 6  20,792  22,565 
      
Total Assets  6,991,425  7,845,203 

      
     
LIABILITIES AND SHAREHOLDERS' EQUITY     
      
Current Liabilities     
 Accounts payable and accrued liabilities   437,909  548,007 
 Current portion of note payable – Note 4  -  200,000 

   437,909  748,007 
     
Note payable – Note 4  -  868,873 

  437,909  1,616,880 

     
Shareholders© equity     
 Share capital – Notes 7, 8 , 9 and 16  18,911,090  14,473,337 
 Shares subscribed  -  1,167 
 Contributed surplus  2,912,385  3,101,963 
 Deficit  (15,269,959 )  (11,348,144) 

   6,553,516  6,228,323 

      
Total liabilities and shareholders’ equity  6,991,425  7,845,203 

      
Approved by the Directors:     
      
      
"Signed"     

Karl Kottmeier     
      
"Signed"     

Douglas E. Ford     
 
Nature of Operations and Ability to Continue as a Going Concern – Note 1 
Subsequent Events – Note 16 
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Consolidated Statements of Operations, Comprehensive Loss and Deficit 
For the three months ended September 30, 2008 and 2007  
 
 

    Three months ended September 30 
  2008  2007 

  $  $ 
Revenue     
 Interest income  25,316  61,776 
Total  25,316  61,776 
      
Expenses     
 Depreciation  1,773  531 
 Exploration and drilling – Notes 3, 7 and 16  (387,405)  1,259,357 
 Office, telephone and rent – Note 11  56,426  16,385 
 Management services – Note 11  90,000  60,000 
 Professional fees  24,666  11,194 
 Stock based compensation  -  594,909 
 Salaries  -  21,450 
 Transfer agent and regulatory fees  19,068  2,904 

   (195,472)  1,966,730 

      
Income (loss) before other items  220,788  (1,904,954) 
     
Other items     
Gain (Loss) on foreign exchange  39,977  (42,907) 
      
Income (loss) before discontinued operations  260,765  (1,947,861) 
      
Discontinued operations – Note 3  (1,425,271)  - 
      
Net Loss and Comprehensive Loss for the period  (1,164,506)  (1,947,861) 
      
Deficit - beginning of period  (11,348,144)  (4,621,475) 
Northrock unit distribution – Note 3  (2,757,309)  - 
      
Deficit - end of period  (15,269,959 )  (6,569,336) 

      
Basic and diluted loss per share  (0.03)  (0.07) 

     
Weighted average number of shares outstanding  40,159,001  26,506,320 
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Consolidated Statements of Cash Flows 
For the three months ended September 30, 2008 and 2007  
 

 
 

   Three months ended September 30 
   2008  2007 
  $  $ 
Operating Activities     
Net income (loss) for the period from continuing operations  260,765  (1,947,861) 
Items not involving cash:     
 Amortization  1,773  531 
 Drilling deposit  -  19,415 
 Non-cash exploration recovery  (460,992)  - 
 Stock based compensation  -  594,909 
Changes in non-cash working capital items:     
 Accounts receivable  523,961  (814,498) 
 Prepaid expenses and other  (9,424)  9,913 
 Accounts payable and accrued liabilities  (27,623)  283,128 

     
Cash from (used in) continuing operations  288,460  (1,854,463) 
Cash used in discontinued operations  (538,749)  - 

   (250,289)  (1,854,463) 
      
Investing Activities     
      
 Northrock cash distributed to shareholders  (2,841,902)  - 
 Purchase of equipment  -  (2,224) 
 Exploration advances  (12,237)  - 
 Mineral property additions  -  - 

     
Cash used in investing activities  (2,854,139)  (2,224) 

      
Financing Activities     
      
 Issuance of common shares  4,247,008  886,943 

     
Cash from financing activities  4,247,008  886,943 
      
Increase (decrease) in cash and cash equivalents  
during the period  1,142,580  (969,744) 
      
Cash and cash equivalents,  beginning of period  4,603,299  7,471,514 
      
Cash and cash equivalents,  end of period  5,745,879  6,501,770 

      
Supplemental Disclosures:     
 Interest paid $ -  - 
 Income taxes paid $ - $ - 
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Notes to the Consolidated Financial Statements 
September 30, 2008 and 2007 

 
1.  Nature of Operations and Ability to Continue as a Going Concern 
 

The Company was incorporated in the Province of British Columbia on November 23, 2004 under the Business 
Corporations Act of British Columbia.  The Company was classified as a Capital Pool Company (“CPC”) as defined in 
the TSX Venture Exchange (the “Exchange”) Policy 2.4 until April 25, 2006. 

 
Further to Note 7 hereto, effective April 25, 2006 the Company completed an agreement with Oro Gold Resources 
Ltd. (“Oro Gold”) pursuant to which the Company was granted an option to earn up to a 65% undivided interest in the 
Ixtapan gold property, located 120 kilometres west of Mexico City, Mexico. During the year ended June 30, 2007 the 
Company met its obligations under the option agreement and now owns a 51% interest in the Ixtapan gold property. 
 
The acquisition of an interest in the Ixtapan gold property and the private placement constituted the Company’s 
qualifying transaction pursuant to Policy 2.4 of the Exchange. 
 
Further to Note 7 hereto, the Company is currently exploring the Falea Uranium-Copper property.  During the year 
ended June 30, 2007 the Company met its obligations under the terms of the option agreement and now owns a 60% 
interest in the Falea property. 
 
The Company is in the process of exploring and developing its mineral properties and has not yet determined whether 
the properties contain ore reserves that are economically recoverable.  The recoverability of the amounts shown for 
mineral properties is dependent upon the existence of economically recoverable reserves, the ability of the Company 
to obtain necessary financing to complete the development of those reserves and upon future profitable production. 
 
The ability of the Company to continue to operate as a going concern is dependent on its ability to ultimately operate 
its business at a profit. To date, the Company has not generated any revenues from operations and will require 
additional funds to meet its obligations and the costs of its operations. As a result, further losses are anticipated prior 
to the generation of any profits. As at September 30, 2008 the Company has accumulated a deficit of $15,098,451 
since inception. 

 
The Company’s future capital requirements will depend on many factors, including the costs of exploring its mineral 
properties, operating costs, competitive environment and global market conditions. The Company’s anticipated 
operating losses and increasing working capital requirements will require that it obtain additional capital to continue 
operations. 
 
The Company will depend almost exclusively on outside capital. Such outside capital will include the sale of additional 
shares. There can be no assurance that capital will be available as necessary to meet these continuing exploration 
and development costs or, if the capital is available, that it will be on terms acceptable to the Company. The 
issuances of additional equity securities by the Company may result in significant dilution to the equity interests of its 
current shareholders. Obtaining commercial loans, assuming those loans would be available, will increase the 
Company’s liabilities and future cash commitments. If the Company is unable to obtain financing in the amounts and 
on terms deemed acceptable, the business and future success may be adversely affected, thus giving rise to doubt 
about the Company’s ability to continue as a going concern. The financial statements do not reflect adjustments to the 
carrying values of assets, liabilities or reported results should the Company be unable to continue as a going concern. 
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2. Significant Accounting Policies 
 

Management has prepared the consolidated financial statements of the Company 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 
amounts reported in the financial statements and accompanying notes.  Actual results could differ from those 
estimates.  The financial statements have, in management’s opinion, been properly prepared using careful judgment 
within the framework of the significant accounting policies summarized below.  

 
 a) Principles of Consolidation 
 

These consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries 
Minera Rockgate de México, S.A. de C.V., an inactive México company.   All significant intercompany transactions 
have been eliminated. 
 
As described in Note 3, during the period the Company disposed of its interest in Northrock Resources Inc. 
(“Northrock”) by way of a spin-out of the Company’s interest in Northrock to the shareholders of the Company.  The 
results of operations and cash flows of Northrock for all periods presented have been reported as discontinued 
operations. 

 
 b) Cash and cash equivalents 
 

Cash and cash equivalents are highly liquid investments, such as term deposits with major financial institutions, 
having a maturity of 12 months or less at acquisition, that are readily convertible to contracted amounts of cash. 
 
c) Equipment 
 
Equipment is recorded at cost less accumulated amortization.  Amortization is calculated based on the declining 
balance method with the following rates: 
 

Computer equipment 30% 
Computer software 100% 

 
The Company takes one-half of the deduction in the year of acquisition. 
 
d) Basic and diluted loss per share 
  
Basic loss per share is computed by dividing the loss for the period by the weighted average number of common 
shares outstanding during the period. Diluted loss per share reflects the potential dilution that could occur if 
potentially dilutive securities were exercised or converted to common stock. The dilutive effect of options and 
warrants and their equivalent is computed by application of the treasury stock method. Diluted amounts are not 
presented when the effect of the computations are anti-dilutive due to the losses incurred.   

 
e) Mineral properties 
 
The Company defers the cost of acquiring and maintaining its interest in mineral properties until such time as the 
properties are placed into production, abandoned, sold or considered to be impaired in value.  Exploration and 
development expenditures are expensed as incurred until such time as mineral reserves can be established, after 
which such costs will be accounted for in the same manner as acquisition costs.  Costs of producing properties will 
be amortized on a unit of production basis and costs of abandoned properties are written off.  Proceeds received on 
the sale of interests in mineral properties are credited to the carrying value of the mineral properties, with any excess 
included in operations.  Write-downs due to impairment in value are charged to operations.   
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2. Significant Accounting Policies – (cont’d) 
 

e) Mineral properties – (cont’d) 
 
The Company is in the process of exploring and developing its mineral properties and has not yet determined the 
amount of reserves available.  Management reviews the carrying value of mineral properties on a periodic basis and 
will recognize impairment in value based upon the current exploration results, the prospect of further work being 
carried out by the Company, the assessment of future probability of profitable revenues from the property or from the 
sale of the property.  Amounts shown for properties costs incurred net of write-downs and recoveries, and are not 
intended to represent present or future values.  
 
f) Share issuance costs  
 
All professional fees and commissions incurred directly with the issue of the Company’s shares are charged directly 
to share capital 
 
g) Stock based compensation 
 
The Company accounts for options granted under its fixed stock option plan using the fair value based method of 
accounting for stock-based compensation. Accordingly, the fair value of the options at the date of the grant is 
accrued and charged to operations, with an offsetting credit to contributed surplus, on a straight-line basis over the 
vesting period. If and when the stock options are ultimately exercised, the applicable amounts of contributed surplus 
are transferred to share capital. 
 
The Company uses the Black-Scholes option valuation model to calculate the fair value of share purchase options at 
the date of grant. Option valuation models require the input of highly subjective assumptions, including the expected 
price volatility. Changes in these assumptions can materially affect the fair value estimate.   
 
h) Income taxes 
 
The Company follows the asset and liability method of accounting for income taxes. Under this method, current 
income taxes are recognized for the estimated income taxes payable for the current period. Future income tax assets 
and liabilities are determined based on differences between the tax and accounting basis of assets and liabilities. The 
future tax assets or liabilities are calculated using the substantially enacted tax rates for the period in which the 
differences are expected to be realized or settled.  Future tax assets are recognized to the extent that they are 
considered more likely than not to be realized. 
 
i) Foreign currency translation 
 
Monetary items denominated in a foreign currency are translated into Canadian dollars at exchange rates prevailing 
at the balance sheet date and non-monetary items are translated at exchange rates prevailing when the assets were 
acquired or obligations incurred. Foreign currency denominated revenue and expense items are translated at 
exchange rates prevailing at the transaction date.  Gains or losses arising from the translations are included in 
statements of operations. 

 
j) Asset retirement obligation   
 
The Company records the fair value of an asset retirement obligation in the period in which it is incurred with a 
corresponding increase to the carrying amount of the related long-lived asset. The initial fair value of the liability is 
accreted, by charges to operations, over the remaining life of the asset. The Company has determined that there are 
no asset retirement obligations at September 30, 2008 and 2007.    

 



 

 

8 

2. Significant Accounting Policies – (cont’d) 
 
 k) Environmental risk 
 

The Company is engaged in resource exploration and development and is accordingly exposed to environmental 
risks associated with such activity. The properties the Company holds interest in are currently in the initial exploration 
stages and it has not determined whether significant site reclamation costs will be required. The Company would only 
record liabilities for site reclamation when reasonably determinable and when such costs can be reliably quantified.  
Management is of the opinion that the Company addresses environmental risk and compliance in accordance with 
industry standards and specific project environmental requirements. 

 
l) Long-lived assets and impairment 

The carrying values of long-lived assets with fixed or determinable lives are reviewed for impairment whenever 
events or changes in circumstances indicate the recoverable value may be less than the carrying amount. 
Recoverable value determinations are based on management’s estimates of undiscounted future net cash flows 
expected to be recovered from specific assets or groups of assets through use or future disposition. Impairment 
charges are recorded in the period in which determination of impairment is made by management. 
 
Assets with indefinite or indeterminable lives are not amortized and are reviewed for impairment on a reporting period 
basis using fair value determinations through management’s estimate of recoverable value. 

  
m) Accounting standards newly adopted 

On July 1, 2007, the Company adopted several new accounting standards related to accounting changes, financial 
instruments, comprehensive income, hedges, capital disclosures and inventories that were issued by the Canadian 
Institute of Chartered Accountants (“CICA”). The new CICA standards are as follows: 
 
Section 1506, Accounting Changes 
 
This Section establishes criteria for changes in accounting policies, accounting treatment and disclosure regarding 
changes in accounting policies, estimates and corrections of errors. In particular, this Section allows for voluntary 
changes in accounting policy only when they result in the financial statements providing reliable and more relevant 
information. Furthermore, this Section requires disclosure of when an entity has not applied a new source of GAAP 
that has been issued but is not yet effective. Such disclosures are provided below. The adoption of this Section had 
no effects on the financial statements for the period ended September 30, 2008. 

 
Section 3855, Financial Instruments – Recognition and Measurement 
 
This Section establishes standards for recognizing and measuring financial assets, financial liabilities and 
non-financial derivatives.  All financial instruments are required to be measured at fair value on initial 
recognition, except for certain related party transactions. Measurement in subsequent periods depends on 
whether the financial instrument has been classified as held for trading, available for sale, held to maturity, 
loans and receivables, or other liabilities. 
 
Financial assets and liabilities classified as held for trading are required to be measured at fair value, with 
gains and losses recognized in net earnings. 
 
Financial assets classified as held to maturity, loans and receivables and financial liabilities (other than those 
held for trading) are required to be measured at amortized cost using the effective interest method of 
amortization. 
 
Available for sale financial assets are required to be measured at fair value, with unrealized gains and losses 
recognized in other comprehensive income. Investments in equity instruments classified as available for sale 
that do not have a quoted market price in an active market should be measured at cost. 
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2. Significant Accounting Policies – (cont’d) 
 

m) Accounting standards newly adopted – (cont’d) 

 The Company classified its financial instruments as follows: 
 
·  Cash and cash equivalents are classified as held for trading. 
·  Accounts payable and accrued liabilities, and note payable are classified as other liabilities.  

 
Section 1530, Comprehensive Income 
 
This Section establishes standards for reporting and presenting of comprehensive income which is defined as the 
change in equity from transaction and other events from non-owner sources. Other comprehensive income refers to 
items recognized in comprehensive income that are excluded from net earnings. 

 
As there were no other comprehensive income items, comprehensive loss for the year was equal to the net loss for 
the period. 
 
Section 3865, Hedges 
 
This Section establishes standards for how hedge accounting may be applied. The Company currently does not have 
any hedges in place, and therefore this standard has no impact on its financial statements. 

 
 Section 1400, Going-concern  
 

In June 2007, the CICA amended Handbook Section 1400, General Standards of Financial Statement Presentation, 
which requires management to make an assessment of a company’s ability to continue as a going-concern. When 
financial statements are not prepared on a going-concern basis, that fact shall be disclosed together with the basis on 
which the financial statements are prepared and the reason why the Company is not considered a going-concern. 
This new section is effective for years beginning on or after January 1, 2008. The amendment of this Section does not 
have a significant impact on the financial statements. 

 
Section 1535, Capital Disclosures 

This Section which specifies the disclosure of information that enables users of an entity’s financial 
statements to evaluate its objectives, policies and processes for managing capital such as qualitative 
information about its objectives, policies and processes for managing capital, summary quantitative data 
about what the entity manages as capital, whether it has complied with any capital requirements and, if it has 
not complied, the consequences on non-compliance. The mandatory effective date is for annual and interim 
financial statements for years beginning on or after October 1, 2007. The Company has included the 
additional capital disclosures in Notes 12 and 13. 

Section 3862, Financial Instruments Disclosures and Section 3863, Financial Instruments Presentation 
 
These sections replace Section 3861, Financial Instruments Disclosure and Presentation, revising and 
enhancing disclosure requirements while carrying forward its presentation requirements. These new Sections 
will place increased emphasis on disclosure about the nature and extent of risk arising from financial 
instruments and how the entity manages those risks. The mandatory effective date is for annual and interim 
financial statements for years beginning on or after October 1, 2007.  
 
Section 3031, Inventories 
 
This Section prescribes the accounting treatment for inventories. In particular, this Section provides guidance 
on the determination of cost and its subsequent recognition as an expense, including any write-down to net 
realizable value. The mandatory effective date is for annual and interim financial statements for years 
beginning on or after January 1, 2008. The adoption of this Section is not expected to have an impact on 
these financial statements. 
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2. Significant Accounting Policies – (cont’d) 
 
n)  Future Accounting Changes 
 
International Financial Reporting Standards ("IFRS")  
 
In 2006, the Canadian Accounting Standards Board ("AcSB") published a new strategic plan that will 
significantly affect financial reporting requirements for Canadian companies. The AcSB strategic plan outlines 
the convergence of Canadian generally accepted accounting principles with IFRS over an expected five year 
transitional period. In February 2008, the AcSB announced that 2011 is the changeover date for publicly-
listed companies to use IFRS, replacing Canada©s own generally accepted accounting principles. The date is 
for interim and annual financial statements relating to fiscal years beginning on or after January 1, 2011. The 
transition date of January 1, 2011 will require the restatement of comparative amounts reported by the 
Company. While the Company has begun assessing the adoption of IFRS for 2011, the financial reporting 
impact of the transition to IFRS cannot be reasonably estimated at this time. 

 
3. Spin-out of Northrock Resources Inc.  

 
In March 2008 the Company formalized a plan for reorganization of its mineral properties.  The reorganization 
involved (i) the spin-off of all of the Company’s Canadian mineral properties and a portion of the Company’s cash into 
its wholly-owned subsidiary Northrock and (ii) the distribution of the Company’s interest in Northrock on a 
proportionate basis to the Company’s shareholders, via a plan of arrangement (the “Arrangement”) to be implemented 
under the Business Corporations Act (British Columbia). Rockgate transferred its Canadian mineral property assets to 
Northrock effective May 1, 2008. 

 
On July 31, 2008, at the special general meeting of shareholders of the Company, the shareholders approved the 
Arrangement. On Aug. 6, 2008, the Arrangement was approved by the Supreme Court of British Columbia. On August 
29, 2008 the Arrangement was effected.  Under the Arrangement, the share capital of the Company was altered to 
create a new class of Class A common shares, and every Company shareholder exchanged their existing common 
shares of the Company on the basis of one new Class A common share for each common share of the Company 
held, and one unit of Northrock for every three common shares of the Company held on the effective date. Each 
Northrock unit was to be composed of one Northrock common share and one transferable warrant to purchase an 
additional common share of Northrock at an exercise price of $0.75 expiring September 30, 2010. Outstanding share 
purchase warrants of the Company will be entitled to be converted into the Company’s shares and Northrock units on 
the basis of the same exchange ratio with 25% of the warrant proceeds being forwarded to Northrock in exchange for 
Northrock units on behalf of the warrant holder 
 
On August 1, 2008, Northrock filed a Form 2B listing application for its common shares and share purchase warrants 
with the TSX Venture Exchange, the listing of which are pending approval and subject to Northrock meeting all 
required minimum listing requirements of the TSX Venture Exchange. If the listing application is successful, then 
Northrock will be deemed to be a reporting issuer. 
 
Following shareholder approval of the Arrangement and its completion on Augusst 29, 2008, Rockgate distributed one 
unit of Northrock for each three common shares of Rockgate.  Each Northrock unit was to be composed of one 
Northrock common share and one transferable warrant to purchase an additional common share of Northrock at an 
exercise price of $0.75 expiring September 30, 2010.  
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3. Spin-out of Northrock Resources Inc. – (cont’d) 
 

The carrying values of the Northrock net assets transferred to the Company’s shareholders are as follows: 
 

 August 29, 2008 June 30, 2008 
 $ $ 

   
Cash and cash equivalents 2,841,902  3,380,651  
Other current assets 85,429  117,777  
Mineral properties 2,085,500  2,085,500  
Accounts payable and accrued liabilities (1,064,600) (232,475) 
Due to Rockgate (100,000) (100,000) 
Note payable (1,090,922) (1,068,873) 
   
Northrock net assets 2,757,309  4,182,580  

 
The net book value of the Northrock assets distributed to the shareholders of the Company effective August 29, 2008 
have been recorded as a charge to the Company’s deficit in the period totaling $2,757,309. 
 
For all periods presented, the consolidated resutls of the Company present the results of Northrock as discontinued 
operations which, for the period from July 1, 2008 to the date of disposal on August 29, 2008 was a loss of 
$1,425,271.  In addition, for all periods presented, the cash flows from operations for Northrock have been disclosed 
separately as cash flows from discontinued operations. 
 

4. Note Payable 
 
Further to the acquisition of the Bathurst Inlet property, during fiscal 2008 the Company, via its then subsidiary, 
Northrock, issued a limited recourse, non-interest bearing promissory note in the amount of $1,460,000.  
 
The Company initially classified this note payable as other liabilities and it did not pay any transaction costs.  The 
payable was recorded at fair value of $1,056,199 at initial recognition and at amortized cost using the effective interest 
amortization method thereafter.  The carrying value of this note payable was $1,090,922 at August 31, 2008 
($1,068,873 – June 30, 2008) and was included in the net assets distributed to the Company’s shareholders in 
connection with the Northrock arrangement as described in Note 3. 

 
6.  Equipment 
   

 Three months ended September 30, 2008  
   Accumulated  Net Carrying  
 Cost  Amortization  Value  
 $  $  $  

       
Computer equipment 27,988 7,539 20,449
Computer software 916 573 343
 28,904 8,112 20,792
 

 
 Year ended June 30, 2008  
   Accumulated  Net Carrying  
 Cost  Amortization  Value  
 $  $  $  

       
Computer equipment 27,988 5,881 22,107
Computer software 916 458 458
 28,904 6,339 22,565
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7. Mineral Properties 
 

Title to mineral properties involves certain inherent risks due to the difficulties of determining the validity of certain 
claims as well as the potential for problems arising from the frequently ambiguous conveyancing history characteristic 
of many mineral properties.  The Company has investigated title to all of its mineral properties and, to the best of its 
knowledge, title to all of its properties are in good standing.  
 
The Company’s accounting policy for the treatment of mineral property acquisition costs requires that these costs are 
capitalized as incurred. Management judges that this policy provides reliable and relevant information because it results 
in a transparent treatment of mineral property costs and is consistent with local industry practice, making the Company’s 
financial statements more comparable.  Expenditures related to exploration and development of the properties are 
expensed as incurred. 

 
 September 30, 2008 June 30, 2008 

 $ $ 
Acquisition costs:   
 Falea – share consideration 552,000 552,000 
 Ixtapan – share consideration 40,000 40,000 
 Bathurst – cash consideration - 540,000 

Bathurst – debt obligation (Note 3) - 1,460,000 
 Turner Lake – share consideration -             85,500 
   
 592,000 2,677,500 

 
a) Falea Uranium-Copper Property 
 
On November 29, 2006 the Company entered into an option agreement to earn a 60-per-cent interest in the Falea 
uranium-copper property in southwestern Mali, West Africa, from Delta Explorations Inc.(“Delta”). The Falea uranium 
copper property covers an area of 150 square kilometers.  Under the terms of the option agreement, the Company 
could earn a 60-per-cent undivided interest in the property from Delta by incurring a total of $1.5-million in exploration 
expenses within two years of the date of receipt of TSX Venture Exchange approval.  The Company was required to 
spend $300,000 by the first anniversary date of the approval date and an additional $1.2-million by the second 
anniversary of the approval date.  In addition, the Company issued 150,000 shares to Delta within five days of the 
approval date; and a further 200,000 shares to Delta by the first anniversary date of the approval date (issued). 
 
During the year ended June 30, 2008, the Company exercised its option and earned its 60% interest in the property.  
Effective July 1, 2007 the Company became the operator of the property. 
 
b) Ixtapan Gold Property 
 
Effective April 25, 2006, the Company completed its qualifying transaction consisting of an option to earn up to a 65-
per-cent undivided interest in the Ixtapan gold project from Oro Gold Resources. 
 
The Company signed an arm’s-length letter of intent dated January 6, 2006 with Oro Gold Resources Ltd. (“Oro 
Gold”) pursuant to which the Company was granted an option to earn up to a 65% undivided interest in the Ixtapan 
gold property, located 120 kilometers west of Mexico City, Mexico.  Oro Gold has agreed to cause the existing 
concession to be subdivided into two separate concessions to segregate the Company’s interests in the property. 
 
Under the terms of the option agreement, the Company could earn a 51-per-cent interest by issuing 100,000 
common shares of the Company to Oro Gold (issued); incurring $200,000 (U.S.) in expenditures on the property by 
April 25, 2007 (incurred) and paying to Oro Gold a $20,000 management fee (paid).  The Company may earn an 
additional 9% interest (cumulative interest totaling 60%) by incurring a further US$300,000 in expenditures on the 
property and by issuing a further 100,000 common shares of the Company to Oro Gold by April 25, 2008.  The 
Company elected not to pursue this additional option interest and such options expired.  
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7. Mineral Properties – (cont’d) 
 
The Company may earn an additional 5% (cumulative interest totaling 56%) interest by incurring a further 
US$500,000 in expenditures on the property and by issuing a further 150,000 shares of the Company to Oro Gold by 
April 25, 2009.   
 
The Company completed the first phase of the exploration on the Ixtapan property and earned an undivided 51% 
interest in the property. As at September 30, 2008 the Company has retained its 51% interest in the property.. 
 
c) Bathurst Inlet and Turner Lake properties 
 
Effective May 1, 2008 the Company transferred all right and title to these properties to its then wholly-owned 
subsidiary Northrock in consideration for Units of Northrock.  During the period, in connection with the Arrangement 
and as described in Note 3, the Units of Northrock, were disposed of by way of spin out to the shareholders of the 
Company.  The carrying value of these properties was included in the amount distributed to the shareholders. 
 

8. Private Placement – see Notes 9 and 10 
 

On March 27, 2008 the Company completed a private placement of 4,000,000 flow-through units at $0.75 per unit for 
proceeds of $3,000,000; each unit contained one common share and one-half share purchase warrant, with each full 
warrant entitling the holder to purchase one additional common share (non-flow-through) of the company for a period 
of two years ending March 27, 2010, at a purchase price of $1.25 per warrant share.  Proceeds from the private 
placement have been allocated all to the common shares and none to the warrants.   
 
Regarding the flow-through shares - in accordance with the recommendations relating to accounting for flow-through 
shares, the Company will reduce the flow-through share proceeds and recognize a future tax liability at an amount 
approximating the tax effect of the timing difference resulting from renouncing exploration expenditures using currently 
enacted tax rates.  This reduction is recognized upon completion of the renunciation documentation with the tax 
authorities which has not occurred as of September 30, 2008.  Concurrently the Company will recognize a future income 
tax recovery from the utilization of available tax losses of prior periods to offset the future tax liability recognized.  The 
Company has not previously recognized tax benefits relating to losses of prior periods as the criteria for recognition has 
not been met. 

 
9. Share Capital   
 

 a) Authorized  
 
 Unlimited common shares without par value 

 
 b) Common Shares  
 

 

 
 

 Number Amount 
  $ 

   
Balance at June 30, 2008 33,610,284 14,473,337 
Issued for cash pursuant to:   
 Exercise of warrants - at $0.60 6,837,619 4,102,571 
 Exercise of agent warrants - at $0.45 256,897 115,604 
 Exercise of options - at $0.10 300,000 30,000 
Transferred from contributed surplus  189,578 

Balance at September 30, 2008 41,004,800 18,911,090 
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9. Share Capital – (cont’d) 
 
c) Escrow Shares  
 
The Company issued 2,000,000 common shares during the year ended June 30, 2005 at $0.05 per share to its 
directors, officers and founders for total proceeds of $100,000.  These shares are subject to an escrow agreement to 
be released in accordance with the CPC policy guidelines. 

 
With the completion of the Qualifying Transaction on April 24, 2006, the shares held in escrow will be released on the 
following basis: 

 
Amount  

Released Date 
  

10%  April 25, 2006 
15%  October 25, 2006 
15%  April 25, 2007 
15%  October 25, 2007 
15%  April 25, 2008 
15%  October 25, 2008 
15%  April 25, 2009 

 
As at September 30, 2008, 600,000 (2007: 1,200,000) common shares remain in escrow. 

 
 d) Options  
 

Stock-based Compensation Plan 
 
The Company’s stock option plan dated October 25, 2006 provides that the Board of Directors of the Corporation 
may from time to time, in its discretion, and in accordance with the Exchange requirements, grant to directors, 
officers and technical consultants to the Company, non-transferable options to purchase common shares, provided 
that the number of common shares reserved for issuance will not exceed 10% of the issued and outstanding 
common shares, exercisable for a period of up to 5 years from the date of grant.  The number of common shares 
reserved for issuance to any individual director or officer will not exceed five percent (5%) of the issued and 
outstanding common shares and the number of common shares reserved for issuance to all technical consultants will 
not exceed two percent (2%) of the issued and outstanding common shares.  Options may be exercised 90 days 
following cessation of the optionee’s position with the Company, provided that if the cessation of office, directorship, 
or technical consulting arrangement was by reason of death, the option may be exercised within a maximum period 
of one year after such death, subject to the expiry date of such option. 
 
The Company has granted officers, directors and consultants’ share purchase options.  These options are granted in 
accordance with the policies of the regulatory authorities and the Company’s stock option plan. 

 
  Weighted 
  Average 
  Exercise 
 Options Price 
Outstanding and exercisable at June 30, 2008 2,125,000 $0.57 
 Exercised 300,000 $0.10 
   
Total outstanding and exercisable at September 30, 2008 1,825,000 $0.65 

  



 

 

15 

9. Share Capital – (cont’d) 
 
As at September 30, 2008, the following stock options were outstanding and exercisable: 

 
 

 
 These options entitle the holder thereof the right to acquire one common share for each option held.  The weighted 

average remaining life of outstanding options is 3.5 years. 

The options granted to directors and officers during the year vested on the grant date.  The fair value of each option 
is estimated on the grant date using the Black-Scholes option valuation model assuming no expected dividends.   
  
e) Warrants 
 
In conjunction with the January 2007, April 2007 and March 2008 private placements, the Company issued share 
purchase warrants. Subsequent to the June 30, 2008 year-end the following changes have occurred: 
  
  Weighted 
  Average 
   Exercise 
 Warrants Price 
Number of warrants outstanding  at June 30, 2008  11,115,616 $1.04 
 Exercised  (256,897) 0.45 
 Exercised (6,837,619) 0.60 
   
Number of warrants outstanding at September 30, 2008(1) 4,021,100 $1.83 

  
All outstanding warrants at September 30, 2008 are exercisable on a 1:1 basis and are summarized as follows: 

 
 Exercise  

Warrants Price Expiry Date 
   

  1,587,900 $2.70 April 24, 2009 
  117,200 $2.75 April 24, 2009 

2,036,000 $1.25 March 27, 2010 
280,000 $0.75 March 27, 2010 

   
4,021,100 (1)   

(1) Further to Note 3 any of these warrants that are exercised will receive the common 
shares of the Company underlying the warrants, plus one unit of Northrock for each three 
common shares of the Company received. The Company is required to pay 25% of any 
warrant exercise proceeds to Northrock.  

 

 Exercise  
Number Price Expiry Date 

   
500,000 $0.40 November 28, 2011 
950,000 $0.75 January 18, 2012 
375,000 $0.72 January 2, 2013 

   
1,825,000   
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9. Share Capital – (cont’d) 
 
f) Contributed surplus 
 
 Amount 
Balance as of June 30, 2007 $1,703,051 
Fair value of stock based compensation 897,611 
Fair value of agent warrants 103,162 
Financial instruments - note payable discount (Note 3) 403,801 
Transfer to share capital - exercise of warrants (5,662) 
Balance as of June 30, 2008 3,101,963 
Transfer to share capital – exercise of options and agent warrants (189,578) 
Balance as of September 30, 2008 $2,912,385 
 

 
10.  Income Taxes 
 

Significant components of the Company’s future tax assets are as follows: 
 

 2008 2007 
(Restated) 

   
Tax loss carry forwards $ 436,000 $ 324,000 
Equipment  2,000  - 
Mineral properties      2,140,000 990,000 
Financing costs  143,000  163,000 
  2,721,000  1,477,000 
Valuation allowance  (2,721,000)  (1,477,000) 
Net future income tax asset  $                  -    $                  -    

 
The Company has recorded a valuation allowance against its future income tax assets based on the extent to which it 
is more likely-than-not that sufficient taxable income will not be realized during the carry-forward period to utilize all 
the future tax assets. 

 
The Company has approximately $7,521,000 (2007 - $3,300,000) of exploration and development costs which are 
available for deduction against future income for tax purposes.  In addition, the Company has non-capital losses of 
approximately $1,700,000 (2007 - $950,000) expiring in various amounts from 2015 to 2028.  The reorganization of the 
Company©s mineral properties subsequent to the year-end (note 3) has had a material impact on the exploration and 
development costs and non-capital losses available to the Company. 
 
The Company©s future tax assets also include approximately $1,100,000 (2007 - $500,000) related to future deductions 
of share issue costs for tax purposes in excess of amounts deducted for financial reporting purposes.  
 
The Company received proceeds of $3,000,000 from the issuance of flow-through units (note 6) on March 27, 2008.  
The amount of the flow-through proceeds spent on resource property exploration for the year ended June 30, 2008 was 
$338,498 (2007 - $Nil).  The Company has a commitment to spend additional $2,661,502 (2007 - $nil) on Canadian 
exploration expenditures prior to December 31, 2009. 
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11. Related Party Transactions 
 

Included in accounts payable and accrued liabilities as at September 30, 2008 is $8,553 (2008: $8,151) owing to 
directors of the Company for the recovery of expenses paid on behalf of the Company.  This amount is unsecured, non-
interest bearing and due on demand.   
 
For the three months ended September 30, 2008, the Company paid $7,500 (2008: $7,500) for rent and office 
services to a private company controlled by an officer of the Company and in which a second officer and director is a 
significant shareholder; under a services agreement, the Company has arranged for office premises and 
administrative services on an annual basis for $30,000 per year.  The services agreement can be terminated by either 
party with six months notice.  
  
For three months ended September 30, 2008, the Company paid a total of $90,000 (2008: $nil) to a related party for 
management services. For the three months ended September 30, 2007 under former agreements – the Company 
paid $22,500 to a company controlled by the President of the Company; $7,500 to a company controlled by the CFO; 
$15,000 to a director of the Company and $15,000 to a company controlled by a director of the Company for the 
professional services of that director as Vice President - Exploration of the Company.   These amounts have been 
included in management fees. 

 
Included in Exploration and Drilling expense is $30,000 (2008: $15,000) paid to a private company controlled by a 
director of the Company for geological services.    
 
Included in Exploration and Drilling expense is $12,000 (2008: $nil) paid to a private company controlled by a director 
of the Company for equipment rental.    
 
During the three months ended September 30, 2008, the Company reimbursed $5,499 (2008: $29,381) to directors for 
expenses they paid on behalf of the Company. 

 
The above transactions are in the normal course of operations and are measured at the exchange amount, which is the 
amount of consideration established and agreed to by the related parties. 
  

12. Capital Management 
 

The Company manages its capital structure and makes adjustments to it, based on the funds available to the 
Company, in order to support the acquisition, exploration and development of mineral properties. The Board of 
Directors does not establish quantitative return on capital criteria for management, but rather relies on the expertise of 
the Company©s management to sustain future development of the business. 
 
The properties in which the Company currently has an interest are in the exploration stage; as such the Company is 
dependent on external financing to fund its activities. In order to carry out the planned exploration and pay for 
administrative costs, the Company will spend its existing working capital and raise additional amounts as needed. The 
Company will continue to assess new properties and seek to acquire an interest in additional properties if it feels there 
is sufficient geologic or economic potential and if it has adequate financial resources to do so. 
 
Management reviews its capital management approach on an ongoing basis and believes that this approach, given 
the relative size of the Company, is reasonable. 

 
 
 



 

 

18 

13. Financial Risk Factors    
 

The Company©s risk exposures and the impact on the Company©s financial instruments are summarized below: 
 
Credit risk 

 
The Company©s credit risk is primarily attributable to receivables. The Company has no significant concentration of 
credit risk arising from operations. The receivables include primarily goods and services tax due from the Federal 
Government of Canada. Management believes that the credit risk concentration with respect to its receivables is 
remote. 
 
Liquidity risk 
 
The Company©s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities 
when due. As at September 30, 2008, the Company has working capital of $5,194,077. All of the Company©s financial 
liabilities except note payable have contractual maturities of less than 30 days and are subject to normal trade terms. 
The Company believes it has adequate cash flows and cash on hand to discharge its financial obligations. 
 
Market risk 
 
(a) Interest rate risk 
 
The Company has cash balances and no interest-bearing debt therefore, interest rate risk is minimal. 
 
(b) Foreign currency risk 
 
The Company©s functional currency is the Canadian dollar and major purchases are transacted in Canadian dollars: 
therefore, foreign currency risk is minimal. 
 
(c) Price risk 
 
The Company is exposed to price risk with respect to commodity prices. The Company closely monitors commodity 
prices to determine the appropriate course of action to be taken by the Company. 

 
14.  Segmented Information 

 
The Company has one operating segment – the acquisition, exploration and development of mineral properties.  As 
at September 30, 2008, the Company had mineral property interests located in Mali and Mexico.  Corporate 
administration activities are conducted in Canada.    
 

15.  Comparative figures 
 

Certain comparative financial information has been reclassified to conform with the current period’s presentation. 
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16.  Subsequent Events 
 
(a) On October 6, 2008 Delta commenced an Arbitration action against the Company pursuant to the joint venture 

between Delta and the Company regarding the Falea Property. In its Statement of Claim Delta alleges many 
violations of the Joint Venture Agreement including their share of exploration and drilling expenses owing to the 
Company.  The Company has retained litigation counsel to defend against Delta’s claims. The Company believes the 
claims of Delta are without merit.  Costs, if any arising from this arbitration action will be recorded in the period 
incurred or upon settlement.  

 
(b) On October 15, 2008 the Company announced its intention to make a takeover bid to acquire all of the outstanding 

common shares of Delta. If the takeover bid is completed each common share of Delta will be exchanged for 0.45 
common shares of Rockgate. 

 
(c) On November 10, 2008 the Company announced that it had entered into a binding letter agreement dated Nov. 7, 

2008 with Delta, pursuant to which Rockgate has agreed to acquire all of the issued and outstanding common 
shares of Delta. Rockgate and Delta believe that this negotiated transaction will offer significant benefits to both 
companies and their respective shareholders, including: 

·  Consolidated ownership of the Falea property;  
·  Enhanced and accelerated development of the Falea property through a dedicated Rockgate team with a 

proven record of successful African exploration;  
·  A strengthened balance sheet to support growth strategies;  
·  An increased management and financial capacity which will allow progress on Delta©s grassroots exploration 

projects. 
 

Under the transaction, Delta shareholders will receive 0.50 of a common share of Rockgate for each Delta common 
share held. For Delta shareholders, this represents a 14-per-cent premium to the closing price of the Delta common 
shares on the TSX Venture Exchange as at Oct. 14, 2008, the last trading day immediately prior to announcement of 
Rockgate©s intention to make the offer, and a premium of 87 per cent to the 20-day volume-weighted average price 
as at the same date. Upon the completion of the transaction, shareholders of Delta will receive in total approximately 
13,873,139 common shares of Rockgate representing 25.3 per cent of the then outstanding 54,878,000 common 
shares of Rockgate. 
 
Pursuant to the letter agreement, Delta has agreed to settle all legal proceedings (including the outstanding 
arbitration with respect to the Falea property) against Rockgate on or prior to Nov. 12, 2008. Rockgate will be 
required to pay $150,000 to Delta as full and final settlement of such claims and Delta will release Rockgate and 
certain related persons from all claims with respect to matters which existed or occurred on or prior to May 31, 2008. 
 
As a result of this settlement, effective September 30, 2008, the Company recorded a recovery of $460,992 which 
has been included in exploration expenses during the period. 

 
 


