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  PART I. FINANCIAL INFORMATION 

Item 1. Condensed Consolidated Financial Statements   

 
CANADIAN ROCKPORT HOMES INTERNATIONAL, INC.  
(A Development Stage Company)  
CONDENSED CONSOLIDATED BALANCE SHEETS  
  
 
    December 31,     September 30,    
    2005     2006    
          (Unaudited)    
Assets              
               
       Current Assets              
               Cash and cash equivalents  $  81,390   $  304,798   
               Prepaid expenses and other current assets   566    38,322   
               
                     Total current assets   81,956    343,120   
               
       Land Under Development   545,628    1,209,413   
               
       Property and Equipment              
               Land   400,000    400,000   
               Equipment and leasehold improvements, net   315,893    561,371   
               Construction in-progress   1,882,221    2,423,487   
               
                             Total property and equipment   2,598,114    3,384,858   
               
       Other Assets              
                Intangible assets subject to amortization              
                             Patents   8,455    7,964   
               
                             Total other assets   8,455    7,964   
               
                             Total assets  $  3,234,153   $  4,945,355   

The accompanying notes are an integral part of these condensed consolidated financial statements. 



 
 
 
CANADIAN ROCKPORT HOMES INTERNATIONAL, INC.  
(A Development Stage Company)  
CONDENSED CONSOLIDATED BALANCE SHEETS  
  
 
    December 31,     September 30,    
    2005     2006    
          (Unaudited)    
Liabilities and Stockholders' Equity              
               
     Current Liabilities              
             Legal fees payable  $  178,597   $  163,619   
             Trade payables   64,412    73,284   
             Accrued compensation   981,014    969,729   
             Payroll taxes payable   25,256    21,092   
             Loans payable - officer   149,760    16,877   
             Notes payable - shareholders   193,302    135,791   
             Loans payable - other   15,612    15,612   
             Current maturities of long-term note payable - shareholder   -   566,258   
             Current maturities of obligations under capital lease   2,976    -  
               
                     Total current liabilities   1,610,929    1,962,262   
               
     Long-Term Note Payable - Shareholder   537,464    -  
     Obligations Under Capital Lease   2,097    -  
               
                     Total liabilities   2,150,490    1,962,262   
               
     Stockholders' Equity              
             Common Stock, $.001 par value; authorized              
                     100,000,000 shares; issued and outstanding              
                     16,293,195 shares as of December 31, 2005 and              
                     17,030,196 shares as of September 30, 2006   16,293    17,030   
             Additional paid-in capital   12,467,092    16,358,667   
             Deficit accumulated during the development stage   (11,572,892)   (13,534,411)  
             Other comprehensive income   173,170    141,807   
               
                     Total stockholders' equity   1,083,663    2,983,093   
               
                     Total liabilities and stockholders' equity  $  3,234,153   $  4,945,355   

The accompanying notes are an integral part of these condensed consolidated financial statements. 



 
CANADIAN ROCKPORT HOMES INTERNATIONAL, INC.  
(A Development Stage Company)  
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS  
  
 
    For the Three      For the Nine    From Inception   
    Months Ended      Months Ended    (March 27, 1997)  
    September 30,      September 30,    Through   
    2005    2006      2005    2006    September 30, 2006  
    (Unaudited)   (Unaudited)     (Unaudited)   (Unaudited)   (Unaudited)   
                              
Income  $  - $  -  $  - $  - $  - 
                              
Operating expenses                             
   Research and development   -  (167,118)    -  (433,209)  (433,209) 
   General and administrative expenses   (321,378)  (292,385)    (975,146)  (1,092,965)  (7,885,476) 
   Compensation and consulting expense                             
       incurred on option grants   (190,071)  (53,857)    (570,213)  (460,325)  (4,990,672) 
   Gain (loss) on disposition of assets   -  -    29   59   (356,665) 
   Loss on impairment of goodwill   -  -    -  -  (30,000) 
                              
         Loss from operations   (511,449)  (513,360)    (1,545,330)  (1,986,440)  (13,696,022) 
                              
Other income (expenses)                             
   Gain on restructuring of shareholder debt   -  445     -  74,941   74,941  
   Gain on extinguishment of lease liability   -  -    283,985   -  283,985  
   Interest income   148   1,470     418   4,352   9,173  
   Interest expense   (21,358)  (13,276)    (48,641)  (54,372)  (206,488) 
                              
    (21,210)  (11,361)    235,762   24,921   161,611  
                              
         Net loss before income taxes   (532,659)  (524,721)    (1,309,568)  (1,961,519)  (13,534,411) 
                              
         Income taxes   -  -    -  -  - 
                              
         Net loss  $  (532,659) $  (524,721)  $  (1,309,568) $  (1,961,519) $  (13,534,411) 
                              
         Basic and diluted loss per share  $  (0.03) $  (0.03)  $  (0.08) $  (0.12)      
                              
                              
         Weighted average common                             
               shares outstanding   16,190,047   16,945,458     16,085,440   16,738,429       

The accompanying notes are an integral part of these condensed consolidated financial statements. 



 
CANADIAN ROCKPORT HOMES INTERNATIONAL, INC.  
(A Development Stage Company)  
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  
  
 
    For the Nine     From Inception    
    Months Ended     (March 27, 1997)   
    September 30,     Through    
    2005     2006     September 30, 2006   
    (Unaudited)     (Unaudited)     (Unaudited)    
Cash Flows from Operating Activities                    
   Net loss  $  (1,309,568)  $  (1,961,519)  $  (13,534,411)  
   Adjustments to reconcile net loss to net cash                    
       used in operating activities:                    
             Issuance of common stock for services   -   -   22,375   
             Issuance of common stock in Company's organization   -   -   1,000   
             Compensation recognized on stock option grants   570,213    460,325    4,990,672   
             (Gain) loss on disposition of assets   (29)   (59)   357,056   
             Gain on restructuring of shareholder debt   -   (74,941)   (74,941)  
             Gain on lease extinguishment   (283,985)   -   (283,985)  
             Loss on impairment of goodwill   -   -   30,000   
             Depreciation and amortization   47,524    52,473    293,326   
             Changes in operating assets and liabilities:                    
                 Prepaid expenses and other assets   (4,087)   (36,646)   (36,917)  
                 Land under development   (554,559)   (682,944)   (1,232,012)  
                 Trade and other payables   12,742    (45,485)   461,680   
                 Accrued compensation   231,908    (11,281)   976,878   
                 Accrued interest   46,383    40,985    166,516   
                     
             Net cash used in operating activities   (1,243,458)   (2,259,092)   (7,862,763)  
                     
Cash Flows from Investing Activities                    
   Net proceeds on sale of timber and truss plant   -   -   211,639   
   Net proceeds on disposition of equipment   164    2,496    3,277   
   Acquisition of equipment   (214,781)   (306,849)   (921,975)  
   Construction of Chilean plant   (447,206)   (559,225)   (1,952,054)  
                     
             Net cash used in investing activities   (661,823)   (863,578)   (2,659,113)  
                     
Cash Flows from Financing Activities                    
   Gross proceeds from private offerings   1,387,712    3,517,776    10,640,423   
   Costs incurred in stock offerings   (48,370)   (56,324)   (494,635)  
   Proceeds from related party loans   614,015    -   813,607   
   Proceeds from other loans   -   -   194,668   
   Repayments on related party loans   (12,165)   (137,641)   (320,345)  



   Principal reduction on obligations under capital leases   (2,443)   (5,270)   (12,955)  
   Payment of deferred loan costs   (12,078)   -   -  
   Purchase of treasury stock   -   -   (35,000)  
                     
             Net cash provided by financing activities   1,926,671    3,318,541    10,785,763   
                     
             Effect of exchange rates on cash   14,973    27,537    40,911   
                     
             Net increase in cash and cash equivalents   36,363    223,408    304,798   
                     
             Beginning balance - cash and cash equivalents   31,358    81,390    -  
                     
             Ending balance - cash and cash equivalents  $  67,721   $  304,798   $  304,798   

The accompanying notes are an integral part of these condensed consolidated financial statements. 

 
CANADIAN ROCKPORT HOMES INTERNATIONAL, INC.  
(A Development Stage Company)  
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  
  

Supplemental Information: 

Non-Cash Investing and Financing Activities: 

During the nine-months ended September 30, 2005, the Company issued 31,810 shares of its common stock for services rendered in connection 
with its private offerings. The services were valued at $159,050, the estimated value of the shares issued. 

During the nine-months ended September 30, 2006, the Company issued 36,097 shares of its common stock for services rendered in connection 
with its private offerings. The services were valued at $180,485, the estimated value of the shares issued. 

During the nine-months ended September 30, 2006, the Company incurred offering costs totaling $29,465 that were not paid as of the end of the 
period. 

Cash Paid For: 

    For the Nine    From Inception    
    Months Ended    (March 27, 1997)   
    September 30,    Through    
    2005    2006    September 30, 2006    
    (Unaudited)    (Unaudited)        
                     
Interest Expense  $  15,398   $  13,387   $  36,450   



                     
Income Taxes  $  -  $  -  $  -  

The accompanying notes are an integral part of these condensed consolidated financial statements. 

 
CANADIAN ROCKPORT HOMES INT’L, INC.  
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS  
SEPTEMBER 30, 2006  
 

Note 1 – Nature of Business and Changes in Significant Accounting Policies  

Nature of Business  

Canadian Rockport Homes Int’l, Inc. is a development stage enterprise as defined by FASB Statement 7. The Company plans to manufacture and 
construct low cost concrete modular housing for the retail market in developing nations and third-world countries, and is currently undergoing the 
construction of four modular display homes. The Company's business is based upon its exclusive ownership of the TWiC technology which has been 
developed in Canada over the past thirty years by TWiC Housing Corp. 

Canadian Rockport Homes Int’l, Inc was incorporated in Delaware on January 10, 1996 under the name, Lenz Products, Inc. The Company changed its 
name to Canadian Rockport Homes International, Inc. in early 2001. 

On March 24, 2004 the Company formed CRH of Nevada, Inc., a Nevada corporation (“CRHN”). CRHN was formed for the purpose of undergoing a 
migratory merger by which the Company would move from the State of Delaware to the State of Nevada. The migratory merger was completed on 
August 31, 2006. As a result of the merger, CRHN assumed all of the assets and liabilities of the Company and was renamed as “Canadian Rockport 
Homes Int’l, Inc.” The purpose of the merger is to take advantage of Nevada state tax treatment for the Company which Management believes is more 
favorable to the Company than Delaware state tax treatment.  

Basis of Presentation  

The accompanying un-audited condensed consolidated financial statements include the accounts and transactions of Canadian Rockport Homes Int’l, Inc. 
and its wholly owned subsidiaries, Canadian Rockport Homes Ltd., and Canadian Rockport Trading Limitada. The un-audited condensed consolidated 
financial statements have been prepared in accordance with accounting principles generally accepted in the United States of America for interim financial 
information and pursuant to the rules and regulations of the Securities and Exchange Commission. All material intercompany transactions and balances 
have been eliminated in consolidation. Certain information and footnote disclosures normally included in annual financial statements prepared in 
accordance with accounting principles generally accepted in the United States of America have been condensed or omitted pursuant to such rules and 
regulations. In the opinion of management, all adjustments, consisting of normal and recurring adjustments, necessary for a fair presentation of the 
financial position and the results of operations for the periods presented have been included. The operating results of the Company on a quarterly basis 
may not be indicative of operating results for the full year. For further information, refer to the financial statements and notes included in Canadian 
Rockport Homes International, Inc.’s Form 10-K for the year ended December 31, 2005. Certain prior year amounts have been reclassified in order to 
conform with 2006 classifications.  



The Company's un-audited condensed consolidated financial statements have been prepared on a going concern basis, which contemplates the realization 
of assets and the settlement of liabilities in the normal course of business. However, the Company has a working capital deficit of approximately 
$1,619,000, is currently in default on approximately $566,000 of term debt (all of which was incurred for the acquisition of its land), has not generated 
any income and continues to have recurring operating losses. These matters raise substantial doubt about the Company's ability to continue as a going 
concern. These financial statements do not include any adjustments relating to the recoverability and classification of recorded asset  amounts, or amounts 
and classification of liabilities that might be necessary should the Company be unable to continue as a going concern. 

Realization of a major portion of the assets in the accompanying consolidated balance sheet is dependent upon the Company’s ability to meet its 
financing requirements, and the success of its future operations. Management continues to raise funds through private offerings and has made a purchase 
of land on which it is currently constructing four modular display homes. Management believes that these sources of funds and current liquid assets will 
allow the Company to continue as a going concern. However, no assurances can be made that current or anticipated sources of funds will enable the 
Company to finance future periods’ operations.  

Recent Pronouncements and Accounting Changes 

In November 2005, the FASB issued FSP FAS115-1/124-1, “The Meaning of Other-Than-Temporary Impairment and Its Application to Certain 
Investments,” which addresses the determination as to when an investment is considered impaired, whether that impairment is other than temporary, and 
the measurement of an impairment loss. This FSP also includes accounting considerations subsequent to the recognition of an other-than-temporary 
impairment and requires certain disclosures about unrealized losses that have not been recognized as other-than-temporary impairments. The guidance in 
this FSP amends FASB Statements No. 115, “Accounting for Certain Investments in Debt and Equity Securities,” and No. 124, “Accounting for Certain 
Investments Held by Not-for-Profit Organizations,” and APB Opinion No. 18, “The Equity Method of Accounting for Investments in Common Stock.” 
The Company adopted this FSP for the fiscal year beginning January 1, 2006 and it did not have a material impact on our financial statements.  

In June 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes—an interpretation of FASB Statement No. 
109” (FIN 48). The interpretation clarifies the accounting for uncertainty in income taxes recognized in a company’s financial statements in accordance 
with SFAS No. 109, “Accounting for Income Taxes.” Specifically, the pronouncement prescribes a recognition threshold and a measurement attribute for 
the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. The interpretation also provides 
guidance on the related derecognition, classification, interest and penalties, accounting for interim periods, disclosure and transition of uncertain tax 
positions. The interpretation is effective for fiscal years beginning after December 15, 2006. The Company is assessing FIN 48 and has not determined 
the impact that the adoption of FIN 48 will have on its consolidated financial statements.  

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” The Statement defines fair value, establishes a framework for 
measuring fair value in generally accepted accounting principles and expands disclosures about fair value measurements, and does not require any new 
fair value measurements. This Statement applies under other accounting pronouncements that require or permit fair value measurements. The Statement is 
effective for the fiscal years beginning after November 15, 2007. The Company is assessing SFAS No. 157 and has not determined the impact the 
adoption of SFAS No. 157 will have its results of operations or financial position.  

On September 13, 2006 the Securities and Exchange Commission released Staff Accounting Bulletin (SAB) No. 108, “Considering the Effects of Prior 
Year Misstatements when Quantifying Misstatements in Current Year Financial Statements.” SAB No. 108 requires a registrant to quantify all 
misstatements that could be material to financial statement users under both the “rollover” and “iron curtain” approaches. If either approach results in 
quantifying a misstatement that is material, the registrant must adjust its financial statements. SAB No. 108 is effective for the fiscal years beginning after 
November 15, 2006. The Company is assessing SAB No. 108 and has not determined the impact, if any, that it will have on the Company’s consolidated 
financial statements.  

 



Note 2 – Credit Risk  

Pervasiveness of Estimates and Risk  

The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the United States requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities 
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from 
those estimates. Financial instruments, which potentially subject the Company to concentrations of credit risk, consist principally of cash equivalents. 

Note 3 – Land Under Development 

The Company has incurred costs to procure land and develop improvements for future sale of homes. Total costs incurred during the nine-months ended 
September 30, 2006 amounted to $682,944.  

Note 4 – Construction In-Progress  

During the nine-months ended September 30, 2006, the Company incurred costs totaling $541,266 for the construction of its Chilean plant. Construction 
costs associated with the building of this plant include salaries and related benefits of those employees involved in the actual construction. Construction 
in-progress consists of the following:  

  Construction in-progress at December 31, 2005  $  1,882,221   
       
  Direct costs of constructing the Chilean plant   146,150   
  Allocated salaries and related benefits of employees involved in plant construction   413,075   
  Effect of exchange rates on asset balance   (17,959)  
       
  Net increase in construction in-progress account   541,266   
       
  Construction in-progress at September 30, 2006  $  2,423,487   

Note 5 - Accrued Compensation  

The Company has entered into employment, consulting, and other related contracts with its management and other personnel. The terms of the contracts 
are from one to three years. Due to the Company’s cash flow requirements, the parties to these contracts have agreed to defer payment of portions of the 
compensation under these agreements. Total accrued compensation as of September 30, 2006 under these contracts amounted to $969,729, which will be 
paid when the Company has sufficient funds available. 

Note 6 – Debt  

Payable to Related Parties  

Two shareholders advanced $65,657 to the Company evidenced by two promissory notes that were assessed interest at an annual rate of 10%. These notes 
were restructured into a single promissory note with terms more favorable to the Company, resulting in a gain of $74,941. The restructured note is due on 



demand and accrues interest at 10% per annum. At the option of the lender, this restructured note is convertible into shares of the Company’s common 
stock from its current private offering at a rate of $5.00 per share. The balance of this obligation on September 30, 2006 was $80,389. 

In December 2005, the above two shareholders advanced a total of $50,000 to the Company, with interest at an annual rate of 14%. These loans are due 
on demand.  

The Company's President has advanced funds to the Company. The advances commencing on January 1, 2005 are assessed interest at a rate of 2% per 
month. The advances are unsecured and are due on demand. The total balance due the President by the Company at September 30, 2006 was $16,877. 

In connection with the purchase of the land to be utilized in the Company’s Valle Grande Housing Project, the Company borrowed $515,000 from a 
shareholder. Interest is assessed at 7% per annum. The principal loan balance of $566,258 includes $51,258 of accrued interest and is scheduled to be 
repaid in over the period from July 2006 to June 2007, in 11 equal monthly payments of principal and interest of $47,681, and a 12th and final payment of 
$41,767. The required payments for June, July and August have not been made and, accordingly, the loan is currently in default. 

Under the terms of the above loan, as modified in January 2006, the shareholder received (a) an approximate 23% interest in a General Security 
Agreement that encompasses the Company’s plant located in Lampa, Chile, (b) the Chilean land, (c) three modular display homes located on the land 
(once built), and (d) building material and equipment used in the building of the houses on the subject land. In order for the Company to sell individual 
lots to homebuyers free of any encumbrances, the shareholder has agreed to release his security interest in phases of 40 lot increments. In consideration 
for the loan, the Company has agreed to pay the shareholder interest on the loan assessed at 7% per annum plus a profit sharing interest equal to 
approximately 23% of $4,913 per house on the first 229 houses that the Company sells (or approximately $1,124 per house), totaling approximately 
$257,500. Profit sharing payments will be made in 11 installments; the first 10 in 20-house increments of approximately $22,489, and then a final 
payment (for the last 29 houses) of approximately $32,610. The shareholder has a right to receive his profit sharing payments in cash or in shares of the 
Company’s common stock at a conversion price of $5 per share. 

Note 7 - Equity  

Issuances of Common Stock  

During the nine-months ended September 30, 2006, the Company issued 700,904 shares of its common stock through a private offering in exchange for 
$3,517,776. In addition, during the same nine-month period, the Company issued 36,097 shares for consulting services in connection with the private 
offering valued at $180,485. The $180,485 was charged to equity against the related proceeds received.  

In connection with the above private offerings during the nine-months ended September 30, 2006, the Company issued warrants to purchase 737,001 
shares of the Company’s common stock at a price of $7.00 per share. The warrants expire two years after the first date the Company’s stock is publicly 
traded. At June 30, 2006, there were cumulative warrants outstanding to purchase 1,869,572 shares of the Company’s common stock at a price of $7.00 
per share.  

Stock Options 

During 2006, the Company granted certain employees options to acquire 335,000 shares of its common stock at $5 per share. The options are exercisable 
eight months after the Company begins trading its shares publicly and must be exercised within two years once vested. The Company used the Black 
Scholes model to value the total cost of the options at approximately $483,000. The total option expense amortized in the nine months ended September 
30, 2006 amounted to approximately $460,000. As of September 30, 2006, there were options outstanding to purchase a total of 2,685,000 shares of the 
Company’s common stock.  



Note 8 – Net Loss Per Share  

The Company adopted Statement of Financial Accounting Standards No. 128 that requires the reporting of both basic and diluted earnings (loss) per 
share. Basic earnings (loss) per share is computed by dividing net income (loss) available to common stockholders by the weighted average number of 
common shares outstanding for the period. Diluted earnings (loss) per share reflects the potential dilution that could occur if securities or other contracts 
to issue common stock were exercised or converted into common stock. In accordance with SFAS 128, any anti-dilutive effects on net earnings (loss) per 
share are excluded. If such shares were included in diluted EPS, they would have resulted in weighted-average common shares of approximately 19.6 
million and 21.4 million for the three-months ended September 30, 2005 and 2006, and 19.4 million and 20.9 million for the nine-months ended 
September 30, 2005 and 2006, respectively. Such amounts include shares potentially issuable under outstanding options, warrants and convertible notes.  

Note 9 - Contingencies  

In issuing certificates evidencing the number of shares held by the respective shareholders, the Company’s former transfer agent issued certificates for 
more shares than were actually outstanding. The Company did not catch this error and these certificates were mailed to the respective shareholders. The 
Company is in the process of retrieving and canceling the excess issued shares.  

In April 2006, the Company entered into an agreement with one of its employees to grant options to acquire 25,000 shares of its common stock on a 
contingent basis. These options will only be granted in the event the employee relocates to Mexico when requested by the Company.  

Note 10 – Subsequent Events  

From October 1, 2006 through November 16, 2006 the Company received $190,875 through the issuance of 38,175 shares of its common stock and 
issued an additional 4,919 shares to various consultants for services, which were valued at $24,595.  

Effective October 31, 2006, the Company circulated an Offering Memorandum to raise funds up to $10,000,000 in common stock from Canadian and 
U.S. investors. The offering consists of 2,000,000 units at $5 per unit, with each unit comprising one share of common stock and one 2-year warrant 
exercisable at $10. The Company plans to use the proceeds for the Build-Out and Capability Advancement of its plant in Chile, the purchase of on-site 
equipment for Chile operations, the development of concrete roof technology capability, the launch of commercial operations and the purchase of a 
second macro-lot at the Valle Grande Housing Project in Chile, the initiation of operations in Mexico, and general operations and working capital.  

On October 25, 2006 the Company’s President loaned the Company $44,300. This loan accrues interest at 4% per annum and is payable on demand. 

Also on October 25, 2006, the Company’s President advanced the Company $35,440. This advance is non-interest bearing and is payable on demand.  

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations  

Critical Accounting Policies and Estimates 

The discussion and analysis of our financial condition and results of operations are based upon our condensed consolidated financial statements, which 
have been prepared in accordance with accounting principles generally accepted in the United States of America. Our preparation of these condensed 
consolidated financial statements requires us to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and 
expenses. We base our estimates on historical experience and on various other assumptions that we believe to be reasonable under the circumstances. 
Actual results may differ from such estimates under different assumptions or conditions. 



Application of Critical Accounting Policies  

The application of our accounting policies requires management to make certain judgments and estimates about the amounts reflected in the financial 
statements. Management uses historical experience and all available information to make these estimates and judgments, although differing amounts 
could be reported if there are changes in the assumptions and estimates. Estimates are used for, but not limited to, the accounting for construction costs, 
research and development costs, impairment costs, depreciation and amortization, stock compensation, foreign currency translation, income taxes, and 
contingencies.  

Management has identified the following accounting policies as critical to an understanding of our financial statements and/or as areas most dependent on 
management’s judgment and estimates. 

Construction In-Progress  

The first critical accounting policy relates to the accounting for costs incurred in the construction of the Company’s molds and related plant in 
Chile. All costs incurred in the construction of molds and plants are capitalized in Construction In-Progress until completion. Additionally, 
construction costs associated with the building of this plant include the allocated salaries and related benefits of those employees involved in the 
actual construction. The molds will be depreciated over their respective lives. The costs incurred in the construction of the plant will be 
depreciated over the lesser of the useful life of the plant or the term of the lease of the building housing the respective assets (if applicable). 

Research and Development  

The Company expenses all costs associated with building prototypes of its homes as research and development expense. Once the Company exits 
the development stage and has constructed homes available for sale, such costs will be capitalized into Inventories which will be relieved upon 
sale.  

Impairment of Long-Lived Assets  

The Company continually reviews the recoverability of the carrying value of long-lived assets using the methodology prescribed in Statement of 
Financial Accounting Standards (SFAS) 144, "Accounting for the Impairment and Disposal of Long-Lived Assets." The Company also reviews 
long-lived assets and the related intangible assets for impairment whenever events or changes in circumstances indicate that the carrying value of 
such assets may not be recoverable. Upon such an occurrence, recoverability of these assets is determined by comparing the forecasted 
undiscounted net cash flows to which the assets relate, to the carrying amount. If the asset is determined to be unable to recover its carrying value, 
then intangible assets, if any, are written down first, followed by the other long-lived assets to fair value. Fair value is determined based on 
discounted cash flows, appraised values or management's estimates, depending on the nature of the assets. 

Stock Compensation  

The Company accounts for all of its stock-based compensation transactions in accordance with FASB Statement No. 123 (Revised 2004), Share-
Based Payment, which requires that the compensation cost relating to share-based payment transactions be recognized in financial statements. 
Such costs are measured based on the fair value of the equity or liability instruments issued. This statement precludes the recognition of 
compensation expense under the APB 25 intrinsic value method. 

In 2003, the Company adopted the fair value method alternative of accounting for its stock based compensation pursuant to FASB Statement 123. 
Prior to the adoption of FASB 123, the Company used the intrinsic value method under APB Opinion 25. 



Foreign Currency Translations  

For foreign operations whose functional currency is the local foreign currency, balance sheet accounts are translated at exchange rates in effect at 
the end of the period and income statement accounts are translated at average exchange rates for the period. Translation gains and losses are 
included as a separate component of stockholders’ equity. 

Deferred Tax Asset Valuation Allowance  

We record a deferred income tax asset in jurisdictions where we generate a loss. We also record a valuation allowance against these deferred tax 
assets in accordance with SFAS 109, “Accounting for Income Taxes,” when, in management’s judgment, it is more likely than not that the 
deferred income tax assets will not be realized in the foreseeable future.  

Results of Operations for the Three-Months Ended September 30, 2006 and 2005  

From the Company’s inception, it has been in the development stage and has not commenced principal operations. During the three-months ended 
September 30, 2006, the Company continued the construction of its plant in Chile and the construction of modular display homes. The Company has 
incurred a total of $167,118 in the three-months ended September 30, 2006 in research and development costs relating to the construction of these 
modular display homes. 

General and administration costs were $292,385 and $321,378, respectively, for the three-month periods ended September 30, 2006 and 2005. 

Of the $292,385 incurred during the third quarter of 2006, $113,839 was incurred in the Company’s Chilean operations. The remaining $178,546 pertains 
to costs incurred in operating its Canadian offices and general administration.  

Of the $321,378 incurred during the third quarter of 2005, $55,505 was incurred in the Company’s Chilean operations. The remaining $265,873 pertained 
to costs incurred in operating its Canadian offices and general administration.  

Chilean Operations  

The major expenses incurred in Chile during the third quarter of 2006 consisted of rent amounting to $3,607, salaries and related expenses totaling 
$48,799, depreciation of $16,136, taxes and licenses of $5,067, telephone of $3,952, automobile expenses of $3,355, office expenses of $4,813, utilities 
of $8,325, and travel and related expenses of $6,756.  

The major expenses incurred in Chile during the third quarter of 2005 consisted of rent amounting to $4,285, salaries and related expenses totaling 
$33,863, depreciation of $2,419, taxes and licenses of $4,373, and travel and related expenses of $5,352.  

The total general and administrative expenses in Chile for the third quarter of 2006 were approximately $58,000 higher than those incurred in the third 
quarter of 2005. This increase was primarily due to the administrative costs of additional employees hired in the Chilean plant and additional depreciation 
expense on equipment purchased for the construction of homes in the third quarter of 2006. Increases in payroll and related expenses in Chile are 
expected to continue in the future as the Company exits the development stage and begins construction of homes available for sale.  

 



Canadian Operations  

Other general expenses incurred during the third quarter of 2006 for operating the Company’s Canadian offices consisted of compensation and related 
costs of $91,626 professional fees of $38,828, advertising and promotions expense of $23,774, depreciation expense of $6,702, telephone of $3,879, and 
travel and related expenses of $4,746.  

Other general expenses incurred in operating the Company’s Canadian offices during the third quarter of 2005 consist of compensation and related costs 
of $153,115, professional fees of $38,215, depreciation expense of $15,281, rent of $19,916, telephone of $4,943, consulting expense of $6,179 and travel 
and related expenses of $3,552.  

The total general and administrative expenses in Canada for the third quarter of 2006 were approximately $79,000 lower than those incurred in the third 
quarter of 2005. This decrease was primarily due to the expiration of certain deferred compensation contracts with some of the Company’s former 
management personnel. General and administrative costs are expected to increase in the future as the Company commences actual production of modular 
homes and seeks future investor funds.  

Results of Operations for the Nine-Months Ended September 30, 2006 and 2005  

The Company has incurred a total of $433,209 in the nine-months ended September 30, 2006 in research and development costs relating to the 
construction of modular display homes. 

General and administration costs were $1,092,965 and $975,146, respectively, for the nine-month periods ended September 30, 2006 and 2005. 

Of the $1,092,965 incurred during the first nine months of 2006, $303,835 was incurred in the Company’s Chilean operations. The remaining $789,130 
pertains to costs incurred in operating its Canadian offices and general administration.  

Of the $975,146 incurred during the first nine months of 2005, $182,541 was incurred in the Company’s Chilean operations. The remaining $792,605 
pertains to costs incurred in operating its Canadian offices and general administration.  

Chilean Operations  

The major expenses incurred in Chile during the first nine months of 2006 consisted of rent amounting to $14,609, salaries and related expenses totaling 
$142,609, office expense of $14,129, depreciation of $30,537, telephone of $10,209, utilities of $12,077, taxes and licenses of $23,500, travel and related 
expenses of $21,662, and auto expenses of $11,238.  

The major expenses incurred in Chile during the first nine months of 2005 consisted of rent amounting to $11,542, salaries and related expenses totaling 
$70,424, professional fees of $4,786, depreciation of $10,816, telephone of $5,172, utilities of $8,326, taxes and licenses of $13,887, travel and related 
expenses of $33,061, auto expenses of $4,128 and supplies of $8,170.  

The total general and administrative expenses in Chile for the nine-months ended September 30, 2006 were approximately $121,000 higher than those 
incurred during the nine-months ended September 30, 2005. This increase was primarily due to the administrative costs of additional employees hired in 
the Chilean plant and additional depreciation expense on equipment purchased for the construction of homes during the nine-months ended 2006. 
Increases in payroll and related expenses in Chile are expected to continue in the future as the Company exits the development stage and begins 
construction of homes available for sale.  



Canadian Operations  

Other general expenses incurred during the first nine months of 2006 for operating the Company’s Canadian offices consisted of compensation and 
related costs of $439,450, professional fees of $144,240, advertising and promotions expense of $56,365, depreciation expense of $21,427, rent of 
$29,007, telephone of $14,970, filing fees of $13,503, office expenses of $8,070, Delaware State franchise tax of $7,828, auto expenses of $6,830 and 
travel and related expenses of $15,547.  

Other general expenses incurred during the first nine months of 2005 for operating the Company’s Canadian offices consisted of compensation and 
related costs of $486,005, professional fees of $94,212, depreciation expense of $36,202, rent of $58,114, telephone of $14,858, consulting expense of 
$31,599 and travel and related expenses of $21,991.  

The total general and administrative expenses in Canada for the nine-months ended September 30, 2006 were approximately $3,000 lower than those 
incurred in the nine-months ended September 30, 2005. General and administrative costs are expected to increase in the future as the Company 
commences actual production of modular homes and seeks future investor funds.  

Liquidity and Capital Resources  

Cash and cash equivalents as of September 30, 2006 and 2005 were $304,798 and $67,721, respectively. 

During the nine-months ended September 30, 2006, the Company received a total of $3,517,776 through the sale of 700,904 shares of the Company’s 
common stock. During the same period, the Company used $2,259,092 in its operations, received $2,496 from the disposal of equipment, purchased 
equipment for its Chilean plant of $298,790, paid $559,225 towards the construction of its Chilean plant, purchased equipment for its Canadian office of 
$8,059, paid $56,324 in costs associated with its private offerings, made loan repayments to its President of $137,641, and made principal payments on its 
equipment leases totaling $5,270. Construction costs associated with the building of the Chilean plant include salaries and related benefits of those 
employees involved in the actual construction.  

During the nine-months ended September 30, 2005, the Company received a total of $1,387,712 through the sale of 277,521 shares of the Company’s 
common stock. During the same period, the Company used $1,243,458 in its operations (which included a land purchase of $554,459 for development 
purposes), received $164 from the disposal of equipment, purchased equipment for its Canadian offices totaling $11,121, purchased equipment for its 
Chilean plant of $203,660, paid $447,206 towards the construction of its Chilean plant, paid $48,370 in costs associated with its private offerings, 
received $99,015 in loans from its President, made loan repayments to its President of $12,165, paid $12,078 in deferred loan costs, received $515,000 in 
a loan from a shareholder and made principal payments on its equipment leases totaling $2,443.  

From October 1, 2006 through November 16, 2006 the Company received $190,875 through the issuance of 38,175 shares of its common stock and 
issued an additional 4,919 shares to various consultants for services, which were valued at $24,595.  

On October 25, 2006 the Company’s President loaned the Company $44,300. This loan accrues interest at 4% per annum and is payable on demand. 

Also on October 25, 2006, the Company’s President advanced the Company $35,440. This advance is non-interest bearing and is payable on demand.  

The Company anticipates spending approximately $2.4 million to complete its Land Under Development and approximately $1.8 million to complete its 
manufacturing facility over the next twelve months. The  actual amounts that will be spent on these undertakings is highly dependent on the amount of 
funds raised from its current private placement offering, The Company currently has no commitments to purchase equipment.  



Item 3. Quantitative and Qualitative Disclosures About Market Risk  

Canadian Rockport Homes Int’l, Inc. may be subject to market risk in the form of interest rate risk and foreign currency risk. Canadian Rockport Homes 
Int’l, Inc. is a development stage company with limited operations to date, and neither interest rate nor foreign currency has had a material impact on such 
operations. 

The Company's exposure to interest rate changes primarily relates to long-term debt used to fund future property acquisitions. Management's objective is 
to limit any impact of interest rate changes and may include any borrowing to be negotiated at fixed rates. Although interest rate changes have had no 
material effect on operations to date, management must continually evaluate such rates as manufacturing operations commence, corporate profitability is 
achieved, and expansion is being considered. The Company may also establish lines of credit through traditional banking venues to insure liquidity during 
future periods of growth, and may consider fixed or variable rate bank lines consistent with any fluctuation of interest rates at the time of such growth. 

The Company's exposure to foreign currency exchange risk requires continuing management attention to the stability of the countries in which operations 
may be planned, as well as trade relations between the selected country(s) and Canada. Both trade relations and stability as pursuant to planned operations 
in Chile are currently favorable. Canadian Rockport Homes Int’l, Inc. will continue to comprehensively evaluate conditions in countries where operations 
are in place and where future operations are planned, and will take any measures feasible at the time to minimize foreign currency risk. Such measures 
may include, but are not limited to a reduction in operations or relocating a portion of operations to a more favorable environment. 

Item 4. Controls and Procedures  

  

(a)  Evaluation of Disclosure Controls and Procedures. The Company carried out an evaluation under the supervision and with the participation of 
the Company's management, including the Company's Chief Executive Officer ("CEO") of the effectiveness of the Company's disclosure 
controls and procedures. Based upon that evaluation, the CEO concluded that as of September 30, 2006, our disclosure controls and procedures, 
subject to the various limitations on effectiveness set forth below under the heading, "LIMITATIONS ON THE EFFECTIVENESS OF 
INTERNAL CONTROLS,” were not effective in ensuring that (i) information required to be disclosed by the Company in the reports that it files 
or submits under the Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and 
forms and (ii) information required to be disclosed by the Company in the reports that it files or submits under the Exchange Act is accumulated 
and communicated to the Company’s management, including our CEO, as appropriate to allow timely decisions regarding required disclosure. 
The deficiencies in disclosure controls and procedures relate to the deficiencies in our internal control over financial reporting noted below. 

  

(b)  Changes in internal control over financial reporting.. We are currently a small company with limited staff and financing. In the past we have 
failed to file our quarterly and other related reports in a timely manner due to the refusal of our outside accountants and auditors to prepare and 
review the reports, because of the outstanding balances due them by us, and our inability to pay them in timely manner. We have received more 
funding from our 2006 private placement and have made sufficient payments to our outside accountants, and expect to continue to do so in the 
future. This will enable us to have our quarterly reports prepared and reviewed on a timely basis within SEC guidelines going forward. 

LIMITATIONS ON THE EFFECTIVENESS OF INTERNAL CONTROLS  

The Company's management, including the CEO, does not expect that our disclosure controls and procedures or our internal control over financial 
reporting will necessarily prevent all fraud and material error. An internal control system, no matter how well conceived and operated, can provide only 
reasonable, not absolute, assurance that the objectives of the control system are met. Further, the design of the control system must reflect the fact that 
there are resource constraints and the benefits of controls must be considered relative to their costs. Because of the inherent limitations in all control 
systems, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, within the Company have been 
detected. These inherent limitations include the realities that judgments in decision-making can be faulty and that breakdowns can occur because of 
simple error or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people or by 
management override of the internal control. The design of any system of controls also is based in part upon certain assumptions about the likelihood of 



future events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential future conditions. Over time, 
control may become inadequate because of changes in conditions, and/or the degree of compliance with the policies or procedures may deteriorate.  

FORWARD LOOKING STATEMENTS  

The information contained herein includes forward looking statements that are based on assumptions that management believes to be reasonable but are 
subject to inherent uncertainties and risks including, but not limited to, risks associated with the integration of newly acquired businesses, unforeseen 
technological obstacles which may prevent or slow the development and/or manufacture of new products, limited (or slower than anticipated) customer 
acceptance of new products which have been and are being developed by the Company, and the availability of other competing technologies. 

PART II. OTHER INFORMATION  

Item 1. Legal Proceedings  

The Company is also being sued for alleged fees due a brokerage firm for duty paid in the transportation of Company assets into Chile. The Company 
disputes the claim and this lawsuit is also on-going. Management has accrued in its liabilities what it believes to be a sufficient amount to pay the claim 
upon its eventual resolution.  

Item 1A. Risk Factors  

There have been no material changes with respect to the risk factors disclosed in the Company’s Annual Report on Form 10-K for the fiscal year ended 
December 31, 2005. 

Item 2. Changes in Securities and Use of Proceeds  

During the nine-months ended September 30, 2006, the Company issued 700,904 shares of its common stock through a private offering in exchange for 
$3,517,776. In addition, during the nine-month period, the Company issued 36,097 shares for consulting services in connection with the private offering 
valued at $180,485. The $180,485 was charged to equity against the related proceeds received.  

From October 1, 2006 through November 16, 2006 the Company received $190,875 through the issuance of 38,175 shares of its common stock and 
issued an additional 4,919 shares to various consultants for services, which were valued at $24,595.  

Item 3. Defaults Upon Senior Securities  

None 

Item 4. Submission of Matters to a Vote of Security Holders  

Not applicable 

Item 5. Other Information  

None 



Item 6. Exhibits and Reports on Form 8-K  

Exhibits  

Canadian Rockport Homes Int’l, Inc. includes herewith the following: 

Number    Description  
      
31.1    Certification of Principal Executive Officer pursuant to Section 302  
      
31.2    Certification of Principal Accounting Officer pursuant to Section 302  
      
32.1    Certification of Principal Executive Officer pursuant to Section 1350  
      
32.2    Certification of Principal Accounting Officer pursuant to Section 1350  

The following documents are incorporated by reference, as noted in each description, to this report: 

Number    Description  
        
3 (a)   Articles of Incorporation of the registrant (filed as Exhibit 3.1 to the registrant's Registration Statement on Form S-1 (Number 333-62786) as 

amended, filed October 30, 2001), and incorporated herein by reference.  
      
3 (b)   Bylaws and Amendments of the registrant (filed as Exhibit 3.5 to the registrant's Registration Statement on Form S-1 (Number 333-62786) as 

amended, filed October 30, 2001), and incorporated herein by reference.  

Reports on Form 8-K  

None  

 

 

 

 

 

 

 



SIGNATURES  

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned, 
thereunto duly authorized. 

   Canadian Rockport Homes Int’l, Inc.  
   Registrant  
        
Date: November 20, 2006  By: /s/ William R. Malone, CEO  
     William R. Malone, CEO  

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has caused this report to be signed below by the following persons on behalf 
of the registrant and in the capacities and on the dates indicated. 

Date: November 20, 2006  By:  /s/ William R. Malone, President  
      William R. Malone, President and Director  
         
Date: November 20, 2006  By:  /s/ Donel Belsby, Secretary/Treasurer  
      Donel Belsby, Secretary/Treasurer and Director  
         
Date: November 20, 2006  By:  /s/ Chris Kinch, Director  
      Chris Kinch, Director  

 


