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Interim Consolidated Balance Sheets

March 31 December 31
Thousands of US dollars 2009 2008

(Unaudited)
Assets
Current Assets
Cash and cash equivalents 88,379$          62,419$          
Trade and other receivables 33,861             18,310             
Income taxes receivable — 6,837               
Inventories (note 3) 52,123             41,546             
Prepaids 1,434               1,989               
Future income tax asset 5,174               5,259               

180,971          136,360          
Other assets 27,728             53,606             
Deferred transaction costs 775                  775                  
Future income tax asset 3,300               3,741               
Mineral property, plant and equipment 343,612          357,725          
Investments (note 4) 36,936             39,422             

593,322$        591,629$        

Liabilities and Shareholders' Equity
Current Liabilities
Accounts payable and accrued liabilities 42,457$          56,469$          
Income taxes payable 14,863             —
Short-term loan (note 5) 42,478             43,096             
Capital lease obligations 3,467               4,533               
Provision for site closure and reclamation costs 8,182               8,420               
Future income tax liability 1,194               1,895               

112,641          114,413          
Capital lease obligations 5,953               6,211               
Other long-term liabilities 3,879               3,368               
Provision for site closure and reclamation obligations 36,617             37,849             
Future income tax liability 3,313               14,350             

162,403          176,191          

Shareholders' equity
Common shares 312,038          311,908          
Contributed surplus 5,664               5,269               
Accumulated other comprehensive loss (95,957)            (89,503)            
Retained earnings 209,174          187,764          

430,919          415,438          

593,322$        591,629$        

The accompanying notes form an integral part of these unaudited interim consolidated financial statements.

On behalf of the Board of Directors,

Terrence A. Lyons, Director Patrick D. Downey, Director  
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Thousands of US dollars, except share and per share amounts, unaudited 2009 2008

Revenue 123,818$        86,093$          

Cost of sales (note 3) 59,318             62,755             

Depreciation and depletion 23,497             12,851             

Administrative and general 2,282               3,161               

Net interest income (380)                 (3,612)              

Exploration 3,249               6,161               

Currency translation loss (gain) 2,581               (7,112)              

Accretion of site closure and reclamation costs 722                  741                  

Other income (666)                 (9,836)              

90,603             65,109             

Earnings before income taxes 33,215             20,984             

Income tax recovery (expense)

Current (22,853)            (1,586)              

Future 11,048             267                  

(11,805)            (1,319)              

Net earnings for the period 21,410$          19,665$          

Other comprehensive income (loss)

(2,486)              (4,498)              

Unrealized loss on translation of self-sustaining operations (3,968)              (6)                      

(6,454)              (4,504)              

Comprehensive income 14,956$          15,161$          

Net earnings per share

Basic 0.08$               0.08$               

Diluted 0.08$               0.08$               

Weighted average shares outstanding

Basic 255,753,359  254,677,588  

Diluted 255,762,702  255,338,997  

The accompanying notes form an integral part of these unaudited interim consolidated financial statements.

I n t e r i m  C o  n s  o  l i d a t  e d  S  t  a t e m e n t s  o  f  O p e r a t  i o  n s  a n d  C o  m p r e h e n s  i v  e  I n c o  m e

Three Months Ended March 31

Unrealized loss on available for sale securities
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Thousands of US dollars, unaudited 2009 2008

Operating activities:
Net earnings for the period 21,410$          19,665$          

Non-cash items:
Depreciation and depletion 23,497             12,851             
Unrealized currency translation gain (1,124)              (6,607)              
Unrealized gain on derivatives —                     (9,836)              
Accretion of site closure and reclamation costs 722                  741                  
Loss on disposal of assets 70                     —                     
Amortization of deferred charges 54                     54                     
Stock-based compensation 439                  905                  
Accrual of employee severance costs 655                  —                     
Future income tax recovery (11,048)            (267)                 
Change in fair value of forward contracts 8,433               30,920             
Gain on sale of investments —                     (1)                      

Changes in operating working capital and other (note 10) 2,094               (32,975)            

45,202             15,450             

Investing activities:
Release of restricted cash —                     53,064             
Increase in restricted cash (72)                    (30,549)            
Purchase of plant and equipment (9,740)              (3,965)              
Mineral property development (7,839)              (3,132)              
Transaction costs paid —                     (1,925)              
Acquisition of Perseverance, net of  cash acquired —                     (196,590)         
Repayment of Perseverance hedge portfolio —                     (45,550)            
Proceeds from sale of equipment 72                     —                     
Proceeds from sale of investments —                     1                       

(17,579)            (228,646)         

Financing activities:
Repayment of capital lease obligation (1,112)              (1,077)              
Financing from credit facility 102                  7,948               
Repayment of credit facility (719)                 (7,746)              
Repayment of other long-term liabilities (151)                 (304)                 
Issuance of common shares 86                     1,236               

(1,794)              57                     

Effect of exchange rate changes on cash and cash equivalents 131                  (218)                 

Increase (decrease) in cash and cash equivalents 25,960             (213,357)         
Cash and cash equivalents, beginning of period 62,419             266,045          

Cash and cash equivalents, end of period 88,379$          52,688$          

The accompanying notes form an integral part of these unaudited interim consolidated financial statements.

Three Months Ended March 31

I n t e r i m  C o  n s  o  l i d a t  e d  S  t  a t e m e n t s  o  f  C a s  h  F  l o  w s

 



     Northgate Interim Report  |  Q1 2009  |  24 

Accumulated
Number of Common Other

Thousands of US dollars, Common Shares Contributed Retained Comprehensive
except common shares, unaudited Shares Amount Surplus Earnings Income Total

Balance at December 31, 2008 255,717,071  311,908$     5,269$         187,764$     (89,503)$      415,438$    

Shares issued under employee
share purchase plan 102,713         86                —                —                —                86               

Shares issued on exercise of
options —                  —                —                —                —                —                

Stock-based compensation —                  44                395              —                —                439             

Net earnings —                  —                —                21,410         —                21,410        

Other comprehensive loss —                  —                —                —                (6,454)          (6,454)         

Balance at March 31, 2009 255,819,784  312,038$     5,664$         209,174$     (95,957)$      430,919$    

Accumulated
Number of Common Other

Thousands of US dollars, Common Shares Contributed Retained Comprehensive
except common shares, unaudited Shares Amount Surplus Earnings Income Total

Balance at December 31, 2007 254,452,862  309,455$     3,940$         176,663$     (3,282)$        486,776      

Transitional adjustment on adoption
of inventory standard —                  —                —                381              — 381             

Shares issued under
employee share purchase plan 50,440           104              —                —                —                104             

Shares issued on exercise of
options 736,300         1,571           (439)             —                —                1,132          

Stock-based compensation —                  52                853              —                —                905             

Net earnings —                  —                —                19,665         —                19,665        

Other comprehensive loss —                  —                —                —                (4,504)          (4,504)         

Balance at March 31, 2008 255,239,602  311,182$     4,354$         196,709$     (7,786)$        504,459$    

The accompanying notes form an integral part of these unaudited interim consolidated financial statements.

I n t  e r i m  C o  n s  o  l i d a t  e d  S  t  a t  e m e n t   o  f  S  h a r e h o  l d e r s  '  E q u i t  y

 



Notes to Consolidated Financial Statements 
 

 

 

 

 

Northgate Interim Report  |  Q1 2009  |  25 

Note 1 Basis of Presentation 

The accompanying unaudited interim consolidated financial statements for Northgate Minerals Corporation (“Northgate” 
or the “Corporation”) have been prepared in accordance with generally accepted accounting principles in Canada 
(“Canadian GAAP”). They do not include all the disclosures required by Canadian GAAP for annual financial statements 
and should be read in conjunction with the Corporation’s consolidated financial statements and the notes thereto 
included in the Corporation’s Annual Report for the year ended December 31, 2008. In the opinion of management, all 
adjustments considered necessary for fair presentation have been included in these financial statements. 

Except as disclosed in Note 2 below, these financial statements are prepared using the same accounting policies and 
methods of application as those disclosed in Note 2 to the Corporation’s consolidated financial statements for the year 
ended December 31, 2008. 

Note 2 Adoption of New Accounting Standards 

On January 1, 2009, the Corporation adopted the Canadian Institute of Chartered Accountants (“CICA”) Handbook 
Sections 3064, Goodwill and Intangible Assets, which replaced Section 3062, Goodwill and Other Intangible Assets and 
Section 3450, Research and Development Costs.  This new standard establishes standards for the recognition, 
measurement and disclosure of goodwill and intangible assets and harmonizes the standard with International Financial 
Reporting Standard (“IFRS”) IAS 38, Intangible Assets.  Concurrent with the introduction of the standard, the CICA 
withdrew EIC 27, Revenues and expenses during the pre-operating period.  The standard is to be applied retrospectively, 
however the adoption of this standard did not result in any changes to the Corporation’s consolidated financial 
statements. 

Note 3 Inventories and Cost of Sales 
   March 31  

  2009  
  December 31 
  2008  

Concentrate and unshipped gold doré  $ 19,449   $ 13,041  

Gold in circuit   2,192    3,378  

Stockpiled ore   14,028    9,489  

Supplies   16,454    15,638  

  $ 52,123   $ 41,546  

The cost of sales balance on the statement of operations is comprised of the following items: 

   Q1 2009    Q1 2008  

Change in inventory  $ (7,719)  $ (6,569) 

Mining and milling costs   45,697    47,898  

Marketing and other costs   21,340    21,426  

  $ 59,318   $ 62,755  

Depreciation and depletion is included as depreciation and depletion expense in the statement of operations when the 
related inventory is sold. 
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Note 4 Investments 

Northgate continues to hold auction rate securities “ARS”, which are floating rate securities marketed by financial 
institutions with auction reset dates at 7, 28, or 35 day intervals to provide short-term liquidity. The par value of these 
securities held by the Corporation is $72,600,000. Beginning in August 2007, these ARS began to fail at auction and 
attempts to conduct auctions have generally ceased. Currently, these securities cannot be readily converted to cash for 
use by the Corporation to make capital investments or for other business purposes, although the underlying payment and 
other obligations of the original issuers of these securities remain intact, and these issuers or their guarantors continue to 
make regular interest payments to the Corporation. All ARS currently held by the Corporation were purchased on its 
behalf by Lehman Brothers Inc. (“Lehman”), acting in its capacity as broker agent of the Corporation using the discretion 
conferred on it. Based on representations from Lehman, the Corporation had believed that the securities conformed to its 
internal investment management policy. 

On July 3, 2008, Northgate filed a Statement of Claim (the “FINRA Claim”) with the Financial Industry Regulatory 
Authority (“FINRA”) in New York, a self-regulatory organization with jurisdiction over customer-broker disputes, regarding 
alleged mishandling of the Corporation’s investment account (including the unauthorized purchase of ARS) by Lehman 
and several of its employees. The Corporation has alleged that Lehman’s inappropriate conduct constituted, among other 
things, breach of contract, breach of fiduciary duty, fraudulent misrepresentation and abuse of discretionary authority. 
Among the relief sought by the Corporation in the FINRA Claim is a ruling of FINRA relieving the Corporation of its 
obligation to repay the Short-Term Loan (note 5) as partial compensation for losses suffered as a result of the 
misconduct of Lehman, effectively ‘setting-off’ the debt owing by the Corporation to Lehman against the damages 
claimed by the Corporation from Lehman and its employees. 

On September 15, 2008, Lehman Brothers Holdings Inc. (“Lehman Holdings”), the parent corporation of Lehman, filed for 
Chapter 11 bankruptcy protection in the United States, and shortly thereafter Lehman commenced liquidation 
proceedings. On September 17, 2008, Barclays Capital (“Barclays”) announced plans to buy certain assets from Lehman 
Holdings and its subsidiaries pursuant to an Asset Purchase Agreement with Lehman Holdings, Lehman and other 
Lehman affiliates (the “Purchase Agreement”). While Barclays has assumed from Lehman the management of the 
account in which the ARS of the Corporation are held, based on available information, the Corporation believes that 
Barclays did not assume the Short-Term Loan in the manner prescribed by the court-approved Purchase Agreement. 

From a legal perspective, the FINRA Claim survives the bankruptcy of Lehman such that the Corporation now may claim 
against the bankrupt Lehman estate. In order to preserve its right to claim against the Lehman estate at the appropriate 
stage of the bankruptcy administrative process, the Corporation has filed the necessary bankruptcy proof of claim with 
the appropriate authorities. The Corporation continues to work with its US legal counsel to collect and analyze additional 
information regarding Lehman, including with respect to the residual value in the Lehman estate, applicable insurance 
coverage and the aggregate value of competing claims against the Lehman estate so as to be able to make an informed 
determination regarding a prudent course of action going forward. 

Following the bankruptcy of Lehman, the Corporation retained an independent valuator (the “Valuator”) to assess the fair 
value of its ARS investments. The Valuator considered several factors in making such assessment, including the 
probability of future defaults by the respective issuers, the potential impact of recent events in the global financial 
markets, the relative seniority of each security within the capital structure of the relevant issuer, the credit position of 
financial guarantors and the value of investments and reserves held by the respective issuers. 

The estimated fair value of the Corporation’s ARS holdings at March 31, 2009 was $36,817,000, which reflects a 
$2,474,000 decline from the estimated fair value of $39,291,000 at December 31, 2008. The Corporation continues to 
earn interest on all its ARS investments.  
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The decline in value is related mainly to the Corporation’s ARS investments issued by Regulation XXX Insurance 
companies. The Corporation has concluded that this decline is temporary. In determining that the loss in value is 
temporary, the Corporation considered the fact that these particular securities have a lower probability of future default, 
continue to make interest payments, are insured by monoline insurance companies and continue to maintain a credit 
rating above investment grade. Management also considered the senior rank of its holdings in the capital structures of 
the respective issuers and the fiduciary obligation of the major insurance companies who own the Regulation XXX 
entities as factors that improve the likelihood that these investments might eventually return to par value. 

The estimated fair value of the Corporations’ ARS investments issued by derivative product companies (companies 
involved in the issuance of credit default swaps) increased slightly in the three months ending March 31, 2009. In 
previous periods, decreases in the estimated fair value of these ARS were determined to be other than temporary and a 
corresponding amount was recognized into net earnings. Previous permanent impairments are not reversed and 
consequently the increase in estimated fair value was not recognized in net earnings. 

The Corporation believes that, based on its cash and cash equivalents balance of $88,379,000 at March 31, 2009 and 
expected operating cash flow, the current illiquidity and impairment of its ARS investments will not have a material impact 
on the Corporation’s ability to carry on its business.  

Note 5 Short-Term Loan 

Subsequent to the ARS investments of the Corporation becoming illiquid, management of the Corporation received from 
Lehman a short-term loan collateralized by the ARS held in the Corporation’s investment account managed by Lehman, 
pursuant to a Client Agreement between Lehman and Northgate dated October 18, 2007 (the “Short-Term Loan”). As of 
March 31, 2009, the principal outstanding on the Short-Term Loan was $42,478,000. The Short-Term Loan matured on 
June 6, 2008. The Corporation continues to treat the Short-Term Loan as an obligation and has classified it as a current 
liability. 
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Note 6  Stock Based Compensation 

During the three months ended March 31, 2009, the Corporation granted a total of 1,566,000 (2008 – 1,480,000) options 
to employees, with a term of seven years and exercisable at Cdn$1.03 per share. Of the options granted, 313,200 vested 
immediately with remaining options vesting in equal amounts on the anniversary date of the grant over the next four 
years. The fair value of the options granted for the three months ended March 31, 2009 was $742,000 (2008 – 
$2,087,000). During the three months ended March 31, 2009, $395,000 (2008 – $853,000) of stock–based compensation 
was recognized related to outstanding stock options. 

During the three months ended March 31, 2009, a total of 361,350 options were cancelled and no options were 
exercised. 

At March 31, 2009, there were 6,963,150 options outstanding, of which 3,981,100 were exercisable.  

The fair value of the share options granted during the three months ended March 31, 2009 and 2008 was estimated 
using the Black–Scholes pricing model with the following assumptions: 

 For Options Granted
 in Q1 2009 

 For Options Granted
 in Q1 2008

Risk-free interest rate   2.30%   3.74%

Annual dividends   —   —

Expected stock price volatility   64.1%   49.5%

Expected option life   5.0 years   5.0 years

Per share fair value of options granted (Cdn$)   $0.59   $1.42

Note 7 Financial  Instruments 

The Corporation has entered into forward sales contracts with Mitsui Bussan Commodities Ltd. (“Mitsui”), to fix the price 
of copper for certain future production. A total volume of 7,200 metric tonnes of copper were sold forward using London 
Metal Exchange (“LME”) contracts as at March 31, 2009. These contracts mature from November 2009 through October 
2010 at an average forward price of $2.49 per pound. The Corporation also entered into separate forward purchase 
contracts with Mitsui to repurchase, over the same period, its forward sales position at the difference between the 
monthly average LME prices in the month of settlement and the forward price of $2.49 per pound. The volume of forward 
sales and purchases in each future month of production match the expected future pricing periods for copper in 
concentrate. The copper forward sales and purchase contracts are being recognized on a mark-to-market basis in net 
earnings. The fair value of these contracts at March 31, 2009 was an asset of $9,519,000, of which $4,075,000 is 
included in trade and other receivables for contracts maturing within 12 months and $5,444,000 is included in other 
assets. At December 31, 2008, the fair value of contracts outstanding was an asset of $37,134,000, of which $6,338,000 
was included in trade and other receivables and $30,796,000 was included in other assets. 

The change in fair value of the forward contracts recognized in the results from operations was a loss of $8,433,000 for 
the three months ended March 31, 2009. 

In February 2009, the Corporation closed out 9,000 tonnes of its copper forward sales contracts for proceeds of 
$19,182,000. The contracts that were closed out were equally spread over the maturity dates from November 2009 
through October 2010. 
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Note 8 Segmented Information 

The Corporation’s primary segment reporting basis is by individual mine as the assessment of performance and resource 
allocation decisions are made on the same basis. The Corporate segment includes costs incurred for corporate activity in 
Canada and Australia as well as revenues and costs that are not attributable to the individual mines for performance 
assessment. Hedging activity and exploration costs are also included in the Corporate segment as the decisions 
concerning these expenditures are approved at the senior management level. 

The operating segment results for the three months ending March 31, 2009 are as follows: 

   Fosterville    Stawell    Kemess    Corporate    Total  

Revenues  $ 23,782   $ 22,415   $ 86,153   $ (8,532)  $ 123,818  

Depreciation and depletion   5,155    5,818    12,402    122    23,497  

Exploration   1,025     857    13    1,354    3,249  

Net interest expense (income)   91     44    (29)   (486)   (380) 

Earnings (loss), before income taxes   6,483    4,693    33,575    (11,536)   33,215  

Capital Expenditures   9,747    5,926    1,877    29    17,579  

Mineral property, plant and equipment   149,396    109,444     66,307    18,465    343,612  

Total Assets   166,128    125,199    160,104    141,891    593,322  

 

The operating segment results for the three months ending March 31, 2008 are as follows: 

   Fosterville1   Stawell1   Kemess    Corporate    Total 

Revenues  $ 4,398   $ 11,739   $ 104,016   $ (34,060)  $ 86,093  

Depreciation and depletion   1,667    3,387    7,745    52    12,851  

Exploration   175     412    219    5,355    6,161  

Net interest income   (26)    (44)   (200)   (3,342)   (3,612) 

Earnings (loss), before income taxes   (3,781)   683    47,039    (22,957)   20,984  

Capital Expenditures   2,596    2,622    1,789    90    7,097  

1 Comparative results for the period ending March 31, 2008 include the results of Fosterville and Stawell from February 19 to March 31, 2008. 
Other figures are for the three month period ending March 31, 2008. 

Revenues, net of the effect of hedging, and mineral property, plant and equipment per geographical region for the three 
months ending March 31, 2009, are as follows: 

  
        Revenues 

             Mineral property, plant and  
              equipment 

 Q1 2009 Q1 2008 Q1 2009 Dec. 31, 2008 

Canada  $ 77,621  $ 69,956  $ 84,349  $ 98,636 

Australia 46,197 16,137 259,263   259,089 

  $ 123,818  $ 86,093  $ 343,612  $ 357,725 
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Note 9 Other Income 

For the three months ended March 31, 2009, other income includes insurance proceeds of $554,000 relating to the 
collapse of a buried section of the process water line at Kemess. The event, which occurred in the third quarter of 2008, 
resulted in ten days of lost production. No amount had previously been accrued in the consolidation financial statements. 

Other income for the three months ended March 31, 2008, included a mark-to-market gain of $9,836,000 related to the 
settlement of Perseverance’s gold forward contracts.  In connection with the acquisition of Perseverance, the Corporation 
had entered into an agreement to acquire Perseverance’s portfolio of gold forward contracts based on the value of the 
underlying forward contracts at October 30, 2007. 

Note 10  Supplementary Cash Flow Information 

Changes in non-cash working capital and other: 
   Q1 2009    Q1 2008  

Trade and other receivables  $ (17,997)  $ (18,773) 

Income taxes receivable    6,837    —  

Prepaid expenses   531    1,147  

Inventories   (7,157)   (5,758) 

Accounts payable and accrued liabilities   (13,382)   (4.932) 

Income taxes payable   14,733     (2,944) 

Settlement of forward contracts   19,182    (1,588) 

Reclamation costs paid   (653)   (127) 

  $ 2,094   $ (32,975) 

Supplementary information: 
   Q1 2009   Q1 2008  

Cash paid during the year for:       

 Interest  $ 553  $ 988  

 Income taxes   587   334  

Non-cash transactions:       

 Reduction of Perseverance hedge portfolio liability through  
 settlement of agreement to purchase Perseverance hedge portfolio    —   (20,482) 

Note 11 Comparat ive Figures 

To ensure comparability of financial information, certain comparative figures have been reclassified to conform to the 
presentation adopted in the current reporting period. 

 

 



 

 

Shareholder Information 

Stock Exchange Listings 
Common shares of Northgate Minerals Corporation are 
listed on the Toronto and American Stock exchanges. 

TSX: NGX   |   NYSE Amex: NXG 

Transfer Agent & Registrar 
Shareholder inquiries relating to address changes and 
share certificates should be directed to: 

Computershare Investor Services 

510 Burrard Street 
Vancouver, BC V6C 3B9 

t. 1-800-564-6253 (toll free in North America) 
 or 514-982-7555 
f. 1-866-249-7555 (toll free in North America) 

or 514-982-7635 

 

 

Investor Relations Inquiries 
Inquiries regarding the company’s latest information,  
news releases, investor presentations, mining projects  
and general financial information may be directed to: 

Keren R. Yun 
t. 416-363-1701 ext.233 
e. ngx@northgateminerals.com 

Interested parties are also encouraged to visit our 
website at www.northgateminerals.com. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Northgate Minerals Corporation is a gold and copper producer with mining operations, development projects and 
exploration properties in Canada and Australia. The company is forecasting record production of over 390,000 ounces of 
unhedged gold in 2009 and is targeting growth through further acquisition opportunities in stable mining jurisdictions 
around the world.  Northgate is listed on the Toronto Stock Exchange under the symbol NGX and on the NYSE Amex 
(formerly AMEX) under the symbol NXG. 



 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Northgate Minerals Corporation 

Toronto Office 

18 King Street East, Suite 1602 
Toronto, ON M5C 1C4 
t. 416-363-1701 
f. 416-363-6392 

Vancouver Office 

815 Hornby Street, Suite 406 
Vancouver, BC V6Z 2E6 
t. 604-681-4004 
f. 604-681-4003 

 

General Inquiries 

ngx@northgateminerals.com 
www.northgateminerals.com 

Northgate Australian Ventures Corporation 

Bendigo Office 

117 Wills Street 
Bendigo, Victoria  3550 
t. 61 (03) 5434 2111 
f. 61 (03) 5442 3955 

 

 


