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1. NATURE OF OPERATIONS 

Anooraq Resources Corporation (the "Company" or "Anooraq") is incorporated in the Province 
of British Columbia, Canada and its principal business activity is the exploration of mineral 
property interests. Since 1999, the Company has focused on mineral property interests located in 
the Republic of South Africa, with particular attention on the Bushveld Complex. 

Operating results for the three and nine month periods ended September 30, 2008 are not 
necessarily indicative of the results that may be expected for the full year ending December 31, 
2008. 

The Company is in the process of exploring its mineral property interests and has not yet 
determined whether its mineral property interests contain economically recoverable mineral 
reserves.  The underlying value and the recoverability of the amounts shown for mineral property 
interests are entirely dependent upon the existence of economically recoverable mineral reserves, 
the ability of the Company to obtain the necessary financing to complete the exploration and 
development of the mineral property interests, and future profitable production or proceeds from 
the disposition of the mineral property interests. 

The consolidated financial statements are prepared on the basis that the Company will continue as 
a going concern.  The Company is currently in the process of completing a proposed transaction 
(note 10), which anticipates debt and equity financing. Management recognizes that the Company 
will need to generate additional financial resources in order to meet its planned business 
objectives. The Company is currently monitoring all expenditures and implementing appropriate 
cash management strategies to ensure that it has adequate cash resources to fund identified 2008 
and early 2009 expenditure requirements. Subsequent to the period end, the Company entered 
into an agreement with Anglo Platinum whereby additional debt funding will be advanced to the 
Company (note 6) to fund working capital requirements. There can be no assurances that the 
Company will continue to obtain additional financial resources and/or achieve profitability or 
positive cash flows.  If the Company is unable to obtain adequate additional financing, the 
Company will be required to curtail operations and exploration activities. Furthermore, failure to 
continue as a going concern would require that the Company’s assets and liabilities be restated on 
a liquidation basis which would differ significantly from the going concern basis. 

 

2. BASIS OF PRESENTATION AND PRINCIPLES OF CONSOLIDATION 

These interim consolidated financial statements have been prepared in accordance with Canadian 
generally accepted accounting principles.  The interim consolidated financial statements include 
the accounts of the Company and its subsidiaries, all of which are wholly owned. The Company's 
investment in the Ga-Phasha joint venture is accounted for using the equity method. 

These interim financial statements do not include all the disclosures required for annual financial 
statements under generally accepted accounting principles.  However, these interim financial 
statements follow the same accounting policies and methods of application as the Company’s 
most recent audited annual financial statements except for the changes described in note 3 below.  
These interim consolidated financial statements should be read in conjunction with the 
Company’s 2007 audited annual consolidated financial statements which are filed on 
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www.sedar.com. Certain comparative information has been reclassified to conform to the 
presentation adopted in the current period. 

All material intercompany balances and transactions have been eliminated. 

 

3. ADOPTION OF NEW ACCOUNTING STANDARDS 

Effective January 1, 2008, the Company adopted the following new accounting standards issued 
by the Canadian Institute of Chartered Accountants (“CICA”). These new standards have been 
adopted on a prospective basis with no restatement to prior period financial statements.   

(a) Newly Adopted Accounting Policies 
 

(i)  Section 1535 – Capital Disclosures 

This standard requires disclosure of an entity's objectives, policies and processes for managing 
capital, quantitative data about what the entity regards as capital and whether the entity has 
complied with any externally imposed capital requirements and, if it has not complied, the 
consequences of such non-compliance.  

The Company's objective when managing capital is to safeguard the Company's ability to 
continue as a going concern, so that it can continue to explore and develop its projects for the 
benefit of its shareholders and other stakeholders.  The Company considers the components of 
shareholders’ equity, cash and equivalents and term loan, as capital. The Company manages the 
capital structure and makes adjustments to it in the light of changes in economic conditions and 
the risk characteristics of the underlying assets. The Company may issue new shares through 
private placements or incur debt financing in order to maintain or adjust the capital structure.  

In order to facilitate the management of its capital requirements, the Company prepares annual 
expenditure budgets that are updated as necessary depending on various factors, including 
successful capital deployment and general industry conditions. The Company's cash resources at 
September 30, 2008 are sufficient for its present needs, specifically to continue administrative and 
exploration operations at current levels through to the end of 2008.   

There were no changes to the Company’s approach to capital management during the nine months 
ended September 30, 2008. The Company is not subject to externally imposed capital 
requirements as at September 30, 2008. 

(ii) Financial Instruments – Disclosure (Section 3862) and  Presentation  (Section 3863) 

These standards replace CICA 3861, Financial Instruments – Disclosure and Presentation. They 
increase the disclosures from that previously required, which will enable users to evaluate the 
significance of financial instruments for an entity's financial position and performance, including 
disclosures about fair value. In addition, disclosure is required of qualitative and quantitative 
information about exposure to risks arising from financial instruments, including specified 
minimum disclosures about credit risk, liquidity risk and market risk. The quantitative disclosures 
must provide information about the extent to which the entity is exposed to risk, based on 
information provided internally to the entity’s key management personnel. 
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The carrying value of the Company’s cash and cash equivalents, accounts receivable, accounts 
payable and accrued liabilities, due to/from related parties, and term loan approximate their fair 
value. 
      
Financial Instrument Risk Exposure and Risk Management 

The Company is exposed in varying degrees to a variety of financial instrument related risk, 
including credit risk, liquidity risk, foreign exchange risk, interest risk and commodity price risk.  

Credit Risk 

Credit risk is the risk of potential loss to the Company if counterparty to a financial instrument 
fails to meet its contractual obligations.  The Company’s credit risk is primarily attributable to its 
liquid financial assets including cash and equivalents, accounts receivable, and due from related 
parties. The Company limits exposure to credit risk on liquid financial assets through maintaining 
its cash and equivalents with high-credit quality financial institutions. The carrying value of the 
Company’s cash and cash equivalents, accounts receivable, and due from related parties represent 
the maximum exposure to credit risk. The Company does not have financial assets that are 
invested in asset backed commercial paper.  

Liquidity Risk 

Liquidity risk is the risk that the company will not be able to meet its financial obligations as they 
fall due.  The Company ensures that there is sufficient capital in order to meet short term business 
requirements, after taking into account cash flows from operations and the Company’s holdings 
of cash and cash equivalents. The Company’s cash and equivalents are invested in business 
accounts which are available on demand for the Company’s programs, and which are not invested 
in any asset backed deposits/investments. 

The Company operates in South Africa. Like other foreign entities operating there, the Company 
is subject to currency exchange controls administered by the South African Reserve Bank, that 
country's central bank.  A significant portion of the Company's funding structure for its South 
African operations consists of advancing loans to its South African incorporated subsidiaries and 
it is possible the Company may not be able to acceptably repatriate such funds once those 
subsidiaries are able to repay the loans or repatriate other funds such as operating profits should 
any develop. The repatriation of cash held in South Africa is permitted upon the approval of the 
South African Reserve Bank. Cash balances in South Africa are the Rand balances disclosed 
below. 

The following are the contractual maturities of financial liabilities: 

September 30, 2008 
Carrying 
amount 

Contractual 
cash flow 2008 2009 2010 

Accounts payable and 
accrued liabilities $       910,866 $       910,866 $    910,866 $             – $             – 

Amounts due to related 
parties 99,072 99,072 99,072 – – 
Term loan payable 9,903,963 13,365,489 892,478 1,673,620 10,799,389 
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Foreign Exchange Risk 

In the normal course of business, the Company enters into transactions for the purchase of 
supplies and services denominated in South African Rand (“ZAR”).  In addition, the Company 
has cash and certain liabilities denominated in South African Rand.  As a result, the Company is 
subject to foreign exchange risk from fluctuations in foreign exchange rates. The Company has 
not entered into any derivative or other financial instruments to mitigate this foreign exchange 
risk. 

The exposure of the Company’s cash and equivalents, amounts receivable and amounts due from 
related parties to foreign exchange risk is as follows:  
 
 Currency September 30, 2008 December 31, 2007 

South African Rand $  752,933 $    6,648,832 

Other 28,606 37,435 

Total Financial Assets $    781,539 $    6,686,267 
 

The exposure of the Company’s accounts payable and accrued liabilities, amounts due to related 
parties, and term loan to foreign exchange risk is as follows: 

 Currency September 30, 2008 December 31, 2007 

South African Rand $    10,293,045 $  11,816,622 

Total Financial Liabilities    $   10,293,045  $  11,816,622 
 
A 10 percent change of the Canadian dollar against the South African Rand at September 30, 
2008 would have changed net loss by $984,729. This analysis assumes that all other variables, in 
particular interest rates, remain constant.  

Interest Rate Risk 

The Company has a financing agreement with Anglo Platinum whereby Anglo Platinum, through 
its wholly owned subsidiary Rustenburg Platinum Mines, loaned an amount of ZAR70 million to 
Plateau Resources (Proprietary) Limited, a subsidiary of the Company.  The loan bears interest at 
prime plus two percent, as quoted by the Standard Bank of South Africa, and is subject to interest 
rate change risk. 

A 10 percent change of the prime rate for the six month period ended September 30, 2008 would 
have changed net loss by $106,389. This analysis assumes that all other variables, in particular 
foreign exchange rates, remain constant 

Commodity Price Risk 

While the value of the Company's resource properties depends on the price of platinum group 
metals (“PGM”) and their outlook, the Company currently does not have any operating mines and 
hence, does not have any hedging or other commodity based price risks in respect of its 
operational activities. PGM prices historically have fluctuated widely and are affected by 
numerous factors outside of the Company's control, including, but not limited to, industrial and 
retail demand, forward sales by producers and speculators, levels of worldwide production, and 
short-term changes in supply and demand because of hedging activities. 
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(iii) Amendments to Section 1400 – Going Concern  

CICA 1400, General Standards of Financial Statement Presentation, was amended to include 
requirements to assess and disclose an entity's ability to continue as a going concern. The new 
requirements are effective for interim and annual financial statements relating to fiscal years 
beginning on or after January 1, 2008.  

 (b)  Accounting Policies Not Yet Adopted 

(i) 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 GAAP with International Financial Reporting 
Standards (“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 
Canadian GAAP.  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 for comparative purposes of amounts reported by the Company for the year ended 
December 31, 2010.  The Company is currently in the process of developing an IFRS conversion 
plan and evaluating the impact of the transition to IFRS.   

(ii) Goodwill and Intangibles -  Section 3064 
 

The AcSB issued CICA Handbook Section 3064 which replaces Section 3062, Goodwill and 
Other Intangible Assets, and Section 3450, Research and Development Costs.  This new section 
establishes standards for the recognition, measurement, presentation and disclosure of goodwill 
subsequent to its initial recognition and of intangible assets.  Standards concerning goodwill 
remain unchanged from the standards included in the previous Section 3062.  The section applies 
to interim and annual financial statements issued on or after January 1, 2009. Section 3064 is not 
expected to have a significant impact on the financial statement. 

 
 

4. EQUIPMENT 

 
 September 30, 2008  December 31, 2007 

 Cost 
Accumulated 
amortization 

Net book 
value 

 
Cost 

Accumulated 
amortization 

Net book 
value 

Office  $     549,394 $      41,172 $    508,222  $     66,840 $      14,575 $    52,265 
Vehicles – – –  116,368 63,139 53,229 
 $   549,394 $      41,172 $  508,222  $   183,208 $      77,714 $  105,494 
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5. MINERAL PROPERTY INTERESTS 

                       As at  
September  30, 2008 

As at 
 December 31, 2007 

Ga-Phasha Project     
Balance, beginning of year  $   4,878,714  $   4,040,751 
Equity loss – exploration expenses (46,983)  (920,608) 
Net investments during the period (53,300) 1,481,571 
Equity gain – future income tax recovery 2,000 139,000 
Equity gain – foreign exchange 73,000 138,000 
Ga-Phasha Project, end of period 4,853,431 4,878,714 
Platreef Properties – acquisition costs  4,200,000 4,200,000 
Balance, end of period $   9,053,431 $   9,078,714 

 
 

6.  TERM LOAN 
 

 
As at 

September 30, 2008 
As at  

December 31, 2006 
Total term loan $   9,903,963 $  11,698,833 
Current portion (1,181,499) (1,892,197) 
Non-current portion $  8,722,464 $  9,806,636 

 
In January 2008, the Company made the first interest payment amounting to $1,764,651 in 
accordance with the terms of the loan agreement. Subsequent interest payments are due and 
payable in six month intervals thereafter. The interest payment due in June 2008 was deferred to 
April 2009 as per agreement with Anglo Platinum. No principal payments are required until 
maturity of the loan on September 30, 2010.  
 
Accrued interest expense on the term loan amounted to $1,233,553 (ZAR 9,461,853) for the 
period ended September 30, 2008 (2007 – $1,362,538) and has been included in the carrying 
value of the term loan. 
 
In November 2008, the Company reached an agreement with Anglo Platinum whereby Anglo 
Platinum will amend the existing term loan facility by advancing an additional amount of ZAR 30 
million to Anooraq on the same terms and conditions as the existing loan repayable on 
implementation and closing of the Lebowa transaction.  
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7. SHARE CAPITAL 

(a) Authorized share capital 

The Company's authorized share capital consists of an unlimited number of common shares 
without par value. 

 
 

(b) Share option plan  

The continuity of share purchase options is as follows: 

 

Options outstanding and exercisable at September 30, 2008 were as follows:  

Expiry date Option price 

 Number of 
options 

outstanding 
 Number of 

options vested 

Weighted 
average life 

(years) 
December 17, 2010 $ 1.40 1,285,000 1,285,000 2.2 
July 1, 2010 $ 2.97 119,000 119,000 1.8 
October 15, 2012 $ 3.27 376,000 251,000 4.0 
October 15, 2012 $ 2.97 4,470,000 4,278,750 4.0 
June 25, 2013            $2.76  916,000 916,000 4.7 
June 30, 2013            $2.90 1,935,000 1,935,000 4.7 
Total  9,101,000 8,784,750 4.00 
Average option price  $ 2.72 $ 2.71  

 

 

Weighted 
average 

exercise price Number of options  

Contractual 
weighted average 

remaining life 
(years) 

Balance, December 31, 2007 $ 2.43 7,695,000 4.12 
   Granted 2.86 2,851,000  
   Exercised 1.42 (1,431,400)  
   Cancelled 2.97 (13,600)  
Balance, September 30, 2008 $ 2.72 9,101,000 3.98 
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The Company granted 916,000 shares options at $2.76 per share and 1,935,000 share options at 
$2.90 per share during the nine months ended September 30, 2008. 
 
The exercise prices of all share purchase options granted during the period were equal to or 
greater than the market price at the grant date.  Using an option pricing model with the 
assumptions noted below, the estimated fair value of all options granted have been reflected in the 
consolidated statement of operations as follows: 
 

 Three months ended  
September 30 

Nine months ended 
 September 30 

 2008 2007 2008 2007 

Exploration and engineering $                – $               – $               – $        401 

Operations and administration 78,411   – 5,311,104 1,044 
Total compensation cost expensed to operations, 
   with the offset credited to contributed surplus $       78,411 $               – $  5,311,104 $    1,445 
 
 
 
The fair value of the options granted during the three and nine month periods ended September 
30, 2008 was $5,311,104 (2007 – $Nil).  The assumptions used to estimate the fair value of 
options granted during the period were: 
 

 Three months ended 
September 30 

Nine months ended 
September 30 

 2008 2007 2008 2007 
Risk free interest rate – – 3% – 
Weighted average expected life – – 5 years – 
Weighted average expected volatility – – 73% – 
Expected dividends nil nil nil nil 

 

(c) Share purchase warrants  

On December 20, 2007, the Company entered into an amending agreement (the “Amending 
Agreement”) with the Pelawan Trust to amend the exercise procedure of 167,000,000 share 
purchase warrants held by the Pelawan Trust (the “Warrants”), to allow Pelawan to finance the 
exercise of the BEE Warrants by way of a bridge loan (the “Bridge Loan Facility”) from Rand 
Merchant Bank (“RMB”).  Pursuant to the Amending Agreement, the PelawanTrust conditionally 
exercised the Warrants on December 20 2007, by depositing an escrowed amount equal to the 
aggregate exercise price for the Warrants ($225 million or ZAR 1.6 billion) into an interest 
bearing account (the “Deposit Account”) RMB, to be released pursuant to a deposit account 
agreement (the “Deposit Agreement”) between RMB, Pelawan and Anooraq upon the satisfaction 
of certain release conditions, as follows:   

• the provision of evidence to the satisfaction of RMB that all necessary regulatory 
approvals and amendments to Pelawan’s constitutional documents, in respect of the 
subscription of Anooraq shares and the issue thereof pursuant to the Pelawan Trust’s 
exercise of the BEE Warrants; and the occurrence of the first of any of the following 
conditions: 
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• Pelawan repaying in full the Bridge Loan Facility in full. 

• Pelawan placing a new cash deposit (in ZAR) in an amount equal to the funds to be 
released from the Deposit Account, and Pelawan granting to RMB its rights, title and 
interest in the cash deposit as security for the Bridge Loan Facility; 

• Pelawan securing an on demand guarantee for an amount equal to the funds to be 
released from the Deposit Account. The guarantee will be in favour of RMB 
guaranteeing the performance of Pelawan’s obligations under the Bridge Loan 
Facility and should be provided by a  counterparty acceptable to RMB and approved 
by the Company; or 

• Anooraq shares are encumbered in favour of RMB.  The ratio of the value of the 
shares to be encumbered to RMB, to the amount requested to be released from the 
Deposit Account will be determined by RMB.  The share value is determined based 
on the share price of Anooraq on the TSX Venture Exchange on a 5 day volume 
weighted average traded price, commencing 5 days prior to the date upon which 
value is determined, converted from Canadian Dollars to ZAR at the foreign 
exchange closing rate on the last day of the 5 day period, and; 

The common shares underlying the Warrants have been reserved for issue to Pelawan upon 
receipt by the Company of the exercise price per common share, plus the interest accrued thereon 
up to the date of release. Should the release conditions not be satisfied and there is no close, the 
Warrant exercise is void and Anooraq will not receive the proceeds of the exercise of the BEE 
Warrants nor will the interest earned from the Deposit Account and the BEE Warrants continue to 
exist until expiry in accordance with the terms of the Settlement Agreement. 

The Anooraq share price has recently declined to below the Warrant exercise price of $1.35, thus 
Anooraq cannot be assured that the release conditions will be unconditionally satisfied on or 
before December 31, 2008. 

 

8. RELATED PARTY TRANSACTIONS AND BALANCES 

 Note 
Three months  

ended September 30 
Nine months  

ended September 30 
Services rendered by ref 2008 2007 2008 2007 
Hunter Dickinson Services Inc. (a) $  304,824 $  130,574 $  955,152 $  457,785 
CEC Engineering Ltd. (b) 4,928 – 4,928 25,111 

 
 

Related party balances payable   

As at 
September 30 

2008 

As at 
December 31 

2007 
   Hunter Dickinson Services Inc. (a) $    99,072 $      44,042 
   CEC Engineering Ltd. (b) – 1,567 
Payable to related parties  $    99,072 $      45,609 

 

(a) Hunter Dickinson Services Inc. ("HDSI") is a private company owned equally by several public 
companies, one of which is the Company.  HDSI has certain directors in common with the 
Company and provides geological, corporate development, administrative and management 
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services to, and incurs third party costs on behalf of, the Company and its subsidiaries on a full 
cost recovery basis pursuant to an agreement dated December 31, 1996. 

(b) During the period ended September 30, 2008, the Company paid or accrued $4,928 (2007 – 
$25,111) to CEC Engineering Ltd ("CEC"), a private company owned by a former director, for 
engineering and project management services at market rates 

.   

9. SEGMENTED INFORMATION   

As at and for the three 
months ended 
September 30, 2008 Canada Mexico 

 
South Africa Total 

Exploration expenditures $              – $               – $     29,490 $         29,490 
Loss for the period (759,248) (455) (1,209,307) (1,969,010) 
Total assets 1,824,597  28,199. 10,675,903 12,528,699 
Equipment  –  –  100,161 100,161 

 
As at and for the nine 
months ended 
September 30, 2008 Canada Mexico 

 
South Africa Total 

Exploration expenditures $              – $               – $     157,958 $         157,958 
Loss for the period (7,056,236) 1,596 (3,413,042) (10,467,683) 
Total assets 1,824,597  28,199. 10,675,903 12,528,699 
Equipment  –  –  508,222 508,222 

 
As at and for the nine 
months ended 
September 30, 2007 Canada Mexico 

 
South Africa Total 

Exploration expenditures $                   – $                 – $     103,508  $     103,508  
Loss for the period (1,068,770) (4,626) (2,059,318) (3,132,714) 
Total assets 1,133,407  26,816. 17,,317,603 18,477,826 
Equipment  –  –  103,654  103,654  

 
 
 
10. PROPOSED TRANSACTION 

 
Acquisition of Lebowa Platinum Mines (Limited) 

In April 2008, Anooraq announced that it had entered into definitive agreements with Anglo 
Platinum Limited and Rustenburg Platinum Mines Limited pursuant to which Anooraq agreed to 
purchase an effective 51% of Lebowa Platinum Mines Limited (“Lebowa”) together with an 
effective 1% controlling interest in certain other assets located in South Africa (the 
“Acquisition”) for an aggregate cash consideration of ZAR3.6 billion financed through a 
combination of debt and equity. The payment of the exercise price pursuant to the conditional 
exercise of the Warrants by the Pelawan Trust in December 2007, in an aggregate amount of 
$225 million plus interest thereon, would provide a portion of the funds required by Anooraq for 
this purpose.  In May 2008, the Company announced that it had executed a binding, credit 
approved term sheet with Standard Chartered Bank (“Standard Chartered”) to provide the 
Company with sole underwritten debt finance of up to ZAR1.7 billion to provide the additional 
funding required to complete the Acquisition. 
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As at September 30, 2008, one Canadian dollar was equivalent to ZAR7.85. 

Closing of the Acquisition is conditional upon satisfaction (or waiver) of various conditions, 
including: 

• Completion by all parties of their respective due diligence reviews and 
satisfaction with the results thereof; 

• Completion of certain internal restructuring transactions; 
• Canadian and South African regulatory approvals; 
• Stock exchange approvals; 
• Closing of debt and equity financing of the transaction;  
• Shareholder approvals. 

Anooraq also announced that it intended to fund the purchase price under the Acquisition with a 
combination of long term debt, proceeds from the unconditional exercise of the Warrants and, to 
the extent required, the issuance of new shares. In addition, Anglo Platinum would provide an 
interest bearing standby loan facility which would enable Anooraq to utilize up to 80% of all cash 
flows generated from the Lebowa operations in meeting debt obligations. This facility would only 
be required to support payment by Anooraq of external acquisition senior debt finance for 
purposes of the Lebowa transaction. The parties also announced that they had agreed to various 
financing arrangements between them to implement the Anglo Platinum approved long term 
growth plan at Lebowa, as follows: 

• Anglo Platinum would incur for its own account the first ZAR200 million required 
for development of the Middlepunt Hill UG2 decline expansion project; 

• Anglo Platinum would provide Lebowa with a project finance facility of ZAR1.6 
billion, representing the balance of the capital budget estimate for implementation of 
the Middlepunt Hill UG2 decline expansion project ("The MPH Facility"). The MPH 
Facility has an 8 year term, with a capital repayment holiday of one year, will bear 
interest at a preferential interest rate and is subordinated in priority of repayment 
against certain other funding instruments within the Lebowa group. 

On October 23, 2008, Anglo Platinum announced that it was reviewing the costing and 
scheduling of all its capital projects, including the Middelpunt Hill UG2 expansion project at 
Lebowa (“MPH project”), in light of current metal price levels and uncertainty in global markets.  
Anooraq is participating in the review of the MPH project costing and scheduling.  Furthermore, 
Anglo Platinum and Anooraq have agreed to review the current Anglo Platinum approved mine 
plan and capital program at Lebowa. As a result of these developments the transaction is expected 
to be concluded early in 2009. 

 

 


