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This Management’s Discussion and Analysis (“MD&A”) of financial position and results of 
operations, as provided by the management of Forest Gate Energy Inc. (“Forest Gate” or the 
“Company”), should be read in conjunction with the financial statements and related notes thereto 
for the years ended December 31, 2008 and 2007. Forest Gate’s accounting policies are in 
accordance with Canadian generally accepted accounting principles (“GAAP”). All dollar amounts 
are in Canadian dollars unless otherwise indicated.  
 
This MD&A is dated November 30, 2009. The Company's shares began trading under the symbol 
“FGE” on the TSX Venture Exchange on June 30, 2009. The Company previously traded under 
the symbol “FGT”. These documents and additional information about Forest Gate are available 
on SEDAR at www.sedar.com. 
 
Forward-Looking Statements 
 
Certain information in this MD&A of the Company’s financial position and results of operations 
constitutes forward-looking information. These statements and this information represent Forest 
Gate’s intentions, plans, expectations and beliefs, and are subject to risks, uncertainties and 
other factors, of which many are beyond the control of the Company. All information other than 
statements of historical fact may be forward-looking information. In consequence, actual results in 
the future may differ materially from any conclusion, forecast or projection in such forward-looking 
information. 
  
Examples of statements that constitute forward-looking information may be identified by words 
such as “may”, “could”, “should”, “believe”, “expect”, “plan”, “target” and other similar words and 
expressions. These statements reflect current expectations of management regarding future 
events and operating performance, and speak only as of the date of this report. 
 
This forward-looking information includes, amongst others, information with respect to our 
objectives and strategies to achieve those objectives. Readers are cautioned not to place undue 
reliance on these forward-looking statements or information. You will find more information about 
the risks that could cause our actual results to significantly differ from our current expectations in 
the “Risks and Uncertainties” section. We disclaim any intention or obligation to update or revise 
any forward-looking statements, whether as a result of new information, future events or 
otherwise.  
 
Corporate Overview 
 
Forest Gate is an international oil and gas exploration and production company that seeks to 
create shareholder value through the exploration and development of projects worldwide. The 
Company is focusing on low-risk North American hydrocarbon production to generate cash flow 
while also pursuing, on a selective basis, international projects. It holds various participating 
interests in oil and gas exploration and production projects in Canada and the U.S.  
 
In 2007, the Company entered into its first oil and gas project with a joint venture agreement with 
Emerald Bay Energy Inc. (“Emerald Bay”) in a coal bed methane (CBM) project in the Nevis area 
of Central Alberta.  Later in 2007, Forest Gate successfully drilled an oil well at Ferrybank, also 
located in Central Alberta. This represented the second joint venture signed in 2007 with Emerald 
Bay. In March 2008, Forest Gate entered into a third joint venture agreement with Emerald Bay to 
acquire a 38% working interest in the Kelsey exploration well in Alberta. Drilling was successful at 
Kelsey and this gas well was tied-in in the first quarter of 2009. 
 

http://www.sedar.com/
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At a special meeting held on June 23, 2009, shareholders approved Management’s proposal to 
consolidate the Company’s common shares at a rate of one (1) new common share for each 
tranche of ten (10) outstanding common shares and to change the company’s name to Forest 
Gate Energy Inc. The common shares of Forest Gate started trading on June 30, 2009 under the 
new symbol “FGE”. 
 
Late in June 2009, the Company terminated discussions related to the previously announced 
agreement to acquire 90% of all of the issued and outstanding shares of Atlantis Deepwater 
Production, Inc. and of Impact Exploration & Production, LLC, of Houston, Texas.  
 
In October 2009, Forest Gate acquired a 70% equity interest in all Arizona oil and gas licenses 
belonging to Vanterra Energy Inc. In consideration for the 70% equity interest in the licenses, the 
Company has issued to Vanterra 2,690,000 Forest Gate common shares, 5,250,000 subscription 
receipts convertible into Forest Gate common shares without any additional consideration and 
7,300,000 warrants at an exercise price of $0.25 per share, which warrants will expire on the 
second anniversary of their issuance. (No such subscription receipt or warrant may be converted 
or exercised by Vanterra if, as a result of that conversion or exercise, Vanterra would hold more 
than 15% of Forest Gate’s outstanding common shares.) Forest Gate undertook to pay 100% of 
the cost to drill, case and complete the initial exploratory well on the lands covered by the 
licenses. Facilities and tie-in costs of this well and all subsequent development costs on the lands 
would be paid 70% by the Company and 30% by Vanterra. The Company and Vanterra have until 
December 31, 2010 to drill the initial well.  

Vanterra and Forest Gate are targeting oil in the Sacramento Valley Neogene Sub-Basin of 
Arizona which lies within what is known as the Basin and Range Geologic Province, which 
loosely runs north to south from northern Nevada to southern Arizona and east to west from Utah 
to California. 

Pricing 
 
Crude oil prices decreased in the third quarter of 2009 as compared to 2008 as Edmonton Par 
averaged $71.53 per Bbl in the second quarter of 2009, as compared to $121.74 per Bbl in the 
third quarter of 2008, a 41 percent decrease. The price of crude oil continued to be volatile, a 
result of uncertainty around future worldwide economic conditions. Natural gas prices averaged 
$2.87 per Mcf for AECO monthly and US$3.41 per Mmbtu for NYMEX daily gas in the third 
quarter of 2009 as compared to $8.88 per Mcf (67% decline) for AECO monthly, and US$10.09 
per Mmbtu (66% decline) for NYMEX daily gas in the third quarter of 2008. Fluctuating North 
American supply/demand forecasts along with volatile international natural gas prices, which 
affect the global flow of liquefied natural gas, continue to cause significant price volatility in North 
American natural gas prices. Continued uncertainty around North American industrial demand 
has resulted in a continued negative price trend for North American natural gas.  
 
Results of Operations  
 
For the three months ended September 30, 2009 Forest Gate reported lower oil but higher gas 
production. This resulted in lower revenues due to the sharp decline in prices received. Revenue 
amounted to $67,086 (2008 - $105,870) less royalties of $12,385 (2008 - $22,953) and operating 
expenses of $27,301 (2008 - $26,491). For the 9 month period ended September 30, 2009, the 
Company reported oil and gas revenue of $199,177 (2008 - $269,738) less royalties of $33,617 
(2008 - $50,094) and operating expenses of $99,944 (2008 - $62,092). Initial production only 
began in the second quarter of 2008. Revenues and royalties are directly related to the prices 
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received by the Company. Results were negatively affected by lower prices for oil and gas.  
Higher operating expenses reflect the commencement of production at Kelsey as of April 2009.  
 
Forest Gate incurred a net loss of $229,883 (0.01525 per share) in the 3 months ended 
September 30, 2009. The net loss for the third quarter of 2008 from continuing operations 
$258,282 ($0.01815) and after discontinued operations was $8,435,070 ($0.57453 per share). 
Results in 2008 were adversely affected by the write-down of the Saskatchewan diamond 
properties and the write-off of the Celtic Sea venture. For the 9 months ended September 30, 
2009, the Company had a net loss of $915,790 (0.06311 per share) (September 30, 2008 - 
$9,291,481 (0.63036 per share)).  
 

Three months  Nine months 
Periods ended 2009 2008 2009 2008 
  $ $ $ $ 
Revenues 
Petroleum & natural gas revenue           67,086           105,870           199,177          269,738   
 Royalties          (12,385)          (33,617)         (33,617)         (50,094)  
Interest & other income [note 13]                 49              6,275              1,931            15,086    

          54,750             78,528           167,490          234,730   
Expenses 
Operating Expenses           27,301             26,491            99,944            62,092    
Salaries and levies           20,510           101,853           169,430          358,708   
Value of stock option granted [note 
9 (b)]             5,061             12,321            28,405           115,914   
Professional & consulting fees           77,592           129,653           184,899          376,807   
General and administration 
expenses           83,945             50,089           222,261          207,134   
Corporate marketing & business 
development           32,430            23,584           257,599          219,409   
Financial charges                 133                 133              3,996            14,768    
Accretion of asset retirement 
obligation             1,715                     -              4,995                     -    
Depletion           32,597                     -           101,998                    -    
Depreciation of property & 
equipment              3,349              3,349            10,047            10,047    
          284,633           347,474        1,083,575       1,364,879   
Loss before write-down, income 
taxes         229,883           268,947           916,085       1,130,148   
Write-down of mining properties 
and deferred exploration costs                    -                     -                     -         8,190,448   
Loss before income taxes          229,883           258,282           916,083       9,320,597   
Future income taxes recovered                    -                     -                     -            (29,115)  
Net loss         229,883        8,435,070           915,790       9,291,481   
 
In the first nine months of 2009, there was no amount recorded for future income taxes. An 
amount for future income taxes recovery of $29,115 was recorded during 2008. The Company 
has recorded a share issue cost to account for the future tax cost of the exploration expenses it 
has renounced on the flow through shares issued. This amount has been charged to share 
capital.  
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Expenses  
 
Expenses consist primarily of petroleum extraction costs, depletion, salaries, professional and 
consulting fees, general and administration fees and expenses relating to the business 
development of the Company.   
  
For the three months ended September 30, 2009, Forest Gate incurred total expenses from 
continuing operations of $284,633 compared with $347,474 in the same period in 2008. Salaries 
expenses have been declined through headcount reductions and salary cuts. The increase in 
general and administrative expenses is due principally to the write-off of a $50,700 account 
receivable. Depletion amounted to $32,597 (2008 –$ nil).   
 
For the nine months ended September 30, 2009, expenses from continuing operations totalled 
$1,083,574 compared with $1,364,879 in the same period in 2008. Operating expenses represent 
nine months of operations in 2009. Petroleum operations only began in the second quarter of 
2008. The increase in general and administrative expenses is due principally to the write-off of 
the account receivable. Corporate marketing and business development expenses were higher, 
mainly related to the abandoned Texas High Island venture in the second quarter. Depletion 
amounted to $101,998 (2008 –$ nil).  

Net loss Per weighted 
average number of 

Unaudited  Shares outstanding 
    $ $ 

2009 Third quarter             229,883 0.01525 
Second quarter             413,944 0.02908 
First quarter             271,963 0.01911 

2008 Fourth quarter          1,034,648 0.07396 
Third quarter          8,453,070 0. 59268 
Second quarter             465,822 0.03650 
First quarter             390,590 0.03270 

2007 Fourth quarter             609,205 0.05280 
Third quarter             572,580 0.06210 
Second quarter             632,207 0.07670 
First quarter             572,171 0.07190 

 
 
Oil and Gas Participating Interest 
 
Forest Gate currently owns a number of participating interests in oil and gas production in 
Canada. As of September 30, 2009, the total participating interests and deferred exploration and 
development costs in oil and gas exploration, net of depletion and write-offs, were $743,572 
compared to $758,566 as at December 31, 2008. 
 
The Company’s reserves were evaluated by AJM Petroleum Consultants (“AJM”) as at December 
31, 2008. Gross reserves are the total of the Company’s working interest share before deduction 
of royalties owned by others. Net reserves are the total of the Company’s working interest 
reserves after deducting the amounts attributable to royalties owned by others. 
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 Gross Reserves  Net Reserves 

 

Light and 
Medium 
Crude Oil 

Natural 
Gas 

Oil 
Equivalent 

Light and 
Medium 
Crude Oil 

Natural 
Gas 

Oil 
Equivalent 

 Mbbls  Mmcf  Mbbl Mbbls  Mmcf  Mbbl 
Proved Developed 
Producing 3.3 52.1 12.0 2.2 37.8 8.5 
 
Proved 
Undeveloped  0.0 107.2 17.9 0.0 93.0 15.5 
 
Total Proved  3.3 159.3 29.9 2.2 130.8 24.0 
 
Probable  2.1 22.4 5.8 1.4 18.8 4.5 
Total Proved plus 
Probable  5.4 181.7 35.7 3.6 149.6 28.5 
 
Canada  
 
In 2007, Forest Gate entered into a joint venture agreement with Emerald Bay, to acquire working 
interests in the Nevis area, located in Central Alberta, which hosts natural gas as coal bed 
methane. A second joint venture agreement with Emerald Bay was entered into to drill a well at 
Ferrybank, Alberta. 
 
In February 2008, Forest Gate announced that crude oil was discovered at Ferrybank, and also 
announced that the four Nevis methane wells had begun producing natural gas. 
 
In March 2008, Forest Gate entered into a third joint venture agreement with Emerald Bay to 
acquire a 38% working interest in the Kelsey exploration well in Alberta. Drilling at Kelsey, Alberta 
was successful and this gas well was tied-in in April 2009. 
 
In January 2009, Forest Gate acquired a license targeting Bakken Formation hydrocarbons in 
South Eastern Saskatchewan. The terms of the lease allow Forest Gate to undertake oil and gas 
exploration, development and production on two-quarter sections (320 acres), near the town of 
Estevan, Saskatchewan.  

U.S. 
In October 2009, Forest Gate acquired a 70% equity interest in all Arizona oil and gas licenses 
belonging to Vanterra Energy Inc. Vanterra and Forest Gate are targeting oil in the Sacramento 
Valley Neogene Sub-Basin of Arizona. 
 
Other Properties 
 
Saskatchewan Mining Exploration Properties 
 
Forest Gate owns a 100% interest in the East Side, West Side and South Side diamond 
exploration properties located in the Fort a la Corne area, 50 km northeast of Prince Albert, 
Saskatchewan. Fort a la Corne is host to the largest diamondiferous kimberlite pipes in the world. 
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As of December 31, 2008, total mining properties and deferred exploration costs were written 
down to $1,000,000 (December 31, 2007 - $3,083,220).  
 
Liquidity, Financing and Capital Resources 
 
Cash and cash equivalents as at September 30, 2009 totalled $241,445 compared to $631,749 at 
December 31, 2008.  
 
Issue of Equity 
 
The Company issued additional share capital in July and in September of 2009.   
 
On July 14, Forest Gate issued 1,016,500 Units at a price of $0.15 per Unit, for total gross 
proceeds of $152,475. Each Unit consisted of one common share and one common share 
purchase warrant and net proceeds credited to share capital of $54,891 after payment of Share 
issue costs. Share issue costs included $7,073 of cash finder’s fee, a stock based compensation 
of $101,840 in the form of 1,016,500 warrants and $4,256 to agents paid in the form of 47,150 
broker warrants 
 
On September 30, the Company issued 1,118,500 units at a price of $0.15 per Unit, for total 
gross proceeds of $167,775. Each Unit consisted of one common share and one common share 
purchase warrant and net proceeds credited to share capital of $43,028 after payment of Share 
issue costs. Share issue costs included $16,778 of cash finder’s fee, a stock based compensation 
of $137,799 in the form of 1,118,500 warrants and $12,527 to agents paid in the form of 111,850 
broker warrants. 
 
On October 13, 2009, Forest Gate issued to Vanterra in consideration for the 70% equity interest 
in the Arizona licenses, 2,690,000 Forest Gate common shares, 5,250,000 subscription receipts 
convertible into Forest Gate common shares without any additional consideration and 7,300,000 
warrants at an exercise price of $0.25 per share, which warrants will expire on the second 
anniversary of their issuance.  
 
On November 18, 2009, the Company issued 380,000 units at a price of $0.15 per Unit, for total 
gross proceeds of $57,000. Each Unit consisted of one common share and one common share 
purchase warrant and net proceeds credited to share capital of $1,683 after payment of Share 
issue costs. Share issue costs included $4,650 of cash finder’s fee, a stock based compensation 
of $42,560 in the form of 380,000 warrants and $3,472 to agents paid in the form of 31,000 
broker warrants. 
 
 Share Capital 
 
The weighted average number of shares issued and outstanding for the nine month period ended 
September 30, 2009 is 14,515,215, an increase of 1,207,086 from December 31, 2008 
((13,308,129). This reflects the 1 for ten share consolidation which took place on June 30, 2009.)  
 
As at November 30, 2009, 19,437,233 shares were issued and outstanding.  
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Disclosure Controls, Procedures and Internal Controls 
 
We evaluated our disclosure controls and procedures as defined in the rules under the Canadian 
Securities Administrators. The Board of Director’s duties include the assessment of the integrity 
of the Company’s internal control and information system. Based on that evaluation, the 
President and Chief Executive Officer and the Chief Financial Officer concluded that the design 
and operation of these disclosure controls and procedures were effective. 
 
As of September 30, 2009 we believe that our internal control systems at Forest Gate are 
sufficient to execute our business plan and to provide meaningful results upon which to manage 
our business. No changes were made in our internal control systems during the period that have 
materially affected our financial reporting and controls. 
 
Risks and uncertainties 
 
Going Concern Disclosure: The Company’s financial statements have been prepared using 
Canadian generally accepted accounting principles (Canadian GAAP) applicable to a going 
concern, which contemplates the realization of assets and settlement of liabilities in the normal 
course of business as they become due.  The recoverability of capitalized costs in relation to its 
oil and gas developments is dependent on the ability of the company to successfully operate the 
wells.  The company’s ability to continue as a going concern is dependent upon its ability to fund 
its working capital, complete the development of its wells, and eventually to generate positive 
cash flows from oil and gas extraction operations. The financial statements do not reflect the 
adjustments to the carrying values of assets and liabilities and the reported expenses and 
balance sheet classifications that would be necessary were the going concern assumption 
inappropriate, and these adjustments could be material.   
 
Exploration and development: the business of exploring for developing and producing oil and gas 
involves a high degree of risk. Oil and gas reserves may never be found or, if discovered, may 
not result in production at reasonable costs or profitability.  
 
Dependence: oil and gas activities are conducted presently through partners and in respect of 
which the Company is not the operator. Forest Gate is dependent upon its operating partners for 
the financial and technical support which they contribute to the Company’s oil and gas projects. If 
those operating partners are unable to fulfill their own contractual obligations, the Company’s 
interests could be jeopardized, resulting in project delays, additional costs and loss of the 
participating interests. 
 
Environmental: the Company’s oil and gas participating projects are subject to environmental 
regulations in the jurisdictions in which they operate. There is no assurance that future changes in 
environmental regulation, if any, will not adversely affect the Company’s operations. 
Environmental hazards may exist on the projects in which the Company holds interests which are 
presently unknown to the Company and which have been caused by previous or existing partners 
or operators of the projects or by illegal mining activities.  
 
Liquidity: substantial expenditures are required for exploration programs and the development of 
reserves. In the absence of sufficient cash flow from operations, the Company relies on capital 
markets to fund its exploration and evaluation activities. Capital market conditions and other 
unforeseeable events may impact the Company’s ability to finance and develop its projects. The 
business of exploring, developing and producing is also capital intensive and, to the extent that 
cash flows from operation activities and external sources become limited or unavailable, the 
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ability of Forest Gate and of its operating partners to meet their respective financial obligations 
which are necessary to maintain their interests in the underlying projects could be impaired. 
 
Foreign exchange: the Company’s operations and financial results are exposed to currency 
fluctuations as the commodity prices it receives are based on the US dollar. The Company does 
not currently engage in any hedging activities to mitigate its foreign exchange risk. Material 
changes in the value of the Canadian dollar vis-à-vis any of the other currencies relevant to the 
Company’s business could have a material impact on its financial statements. 
 
Governmental: government approvals and permits are generally required in connection with the 
Company’s operations. To the extent such approvals are required and not obtained; the 
Company may be delayed or prohibited from proceeding with planned exploration or development 
of projects. Although the governments of the various countries or provinces in which Forest Gate 
operates have been stable recently, there is no assurance that political and economic conditions 
will remain stable.  
 
ACCOUNTING CHANGES AND NEW PRONOUNCEMENTS  
 
Changes in Accounting Policies 
 
Mining Exploration Costs 
 
On March 27, 2009, the Emerging Issues Committee of the CICA approved abstract EIC-174, 
“Mining Exploration Costs” which provides guidance on capitalization of exploration costs related 
to mining properties in particular and on impairment of long–lived assets in general. The adoption 
of this abstract had no impact on the Company’s presentation of its financial position or results of 
operations as at September 30, 2009. 
 
Goodwill and intangible assets 
 
Section 3064, “Goodwill and Intangible Assets”, replaces “Goodwill and Other Intangible Assets”, 
section 3062, and “Research and Development Costs”, section 3450. This new section 
establishes standards for recognition, measurement, presentation and disclosure of goodwill and 
intangible assets. The objectives of Section 3064 are to: 

• Remove material that may be interpreted as permitting recognition of assets that would 
not otherwise meet the definition of an asset or the recognition criteria; 

• Include guidance to clarify the distinction between assets and expenses; 
• Include guidance on the definition of an intangible asset and the recognition of internally 

generated intangible assets; and  
• Withdraw Section 3450 “Research and Development Costs”, as assets developed as a 

result of research and development activities would now be included within the scope of 
Section 3064. 

 
The adoption of this standard had no impact on the Company’s presentation of its financial 
position or the results of operations as at September 30, 2009.  
 
New Accounting Pronouncements 
 
Business combinations, Consolidated financial statements and Non-controlling interests 
In January 2009, the Accounting Standards Board issued 3 new accounting standards: Section 
1582 “Business Combinations”; Section 1601 “Consolidated Financial Statements”; and Section 
1602 “Non-Controlling Interests”. Section 1582 provides the Canadian equivalent to “International 
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Financial Reporting Standard IFRS 3 Business Combinations” These sections apply to interim 
and annual consolidated financial statements relating to fiscal years beginning on or after January 
1, 2011. The Company is currently evaluating the impact of these new sections on its 
consolidated financial statements presentation. In the event that the Company would have a 
business combination prior to January 1, 2011, the Company would adopt Section 1582 in the 
year of acquisition, and also 1601 and 1602, prospectively as permitted by the new accounting 
standards. 
 
Convergence with International Financial Reporting Standards: 
In 2006, Canada’s Accounting Standards Board ratified a strategic plan that will result in 
Canadian GAAP, as used by public companies, being evolved and converged with International 
Financial Reporting Standards (“IFRS”) over a transitional period to be complete by 2011. The 
Company will be required to report using the converged standards effective for interim and annual 
financial statements relating to fiscal year beginning on January 1, 2011.  
 
As the International Accounting Standards Board currently, and expectedly, has projects 
underway that should result in new pronouncements that continue to evolve IFRS, and as this 
Canadian convergence initiative is in an early stage as of the date of these financial statements, it 
is premature to currently assess the impact of the Canadian initiative on the company.  
 
Signed: “Michael Judson”  
 
Michael Judson 
Chief Executive Officer 
Forest Gate Energy Inc. 
November 30, 2009  
Montreal, Quebec  


