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Management's

All dollar amounts are stated in United States dollars unless otherwise indicated.

OVERVIEW

Northgate Exploration Limited ("Northgate" or the "Corporation”)
is a gold and copper mining company focussed on operations and
opportunities in North and South America. Our principal assets are
the Kemess South mine in north-central British Columbia, which
produces 290,000 ounces of gold and 75 million pounds of copper
per year and the adjacent Kemess North project, which is currently
the subject of a feasibility study.

RESULTS OF OPERATIONS

For the year ended December 31, 2002, the Corporation recorded a
consolidated net loss of $14,243,000 or $0.14 per share, after
taking into account interest on capital securities and preferred
share dividends, compared with a consolidated net loss of
$9,912,000 or $0.58 per share in 2001. The per share data is based
on a weighted average number of shares outstanding of
123,374,060 in 2002 and 30,251,156 in 2001.

Kemess South Mine

_~Production at the Kemess South mine totalled 282,300 ounces of gold

and 72.9 million pounds of copper during 2002. This compares with
277,100 ounces of gold and 66.3 million pounds of copper in 2001.

The following table provides a summary of operations
during 2002 compared with 2001:

(100% production basis) 2002 2001
Tonnes milled {ore plus waste) 42,842,000 32,959,000
Tonnes milled (ore) 17,308,000 15,361,000
Tonnes milled per day (tpd) 47,420 42,100
Gold grade (gmt) 0.724 0.855
Copper grade (%) 0.236 0.251
Gold recovery (%) 70 66
Copper recovery (%) 81 77
Gold production (ounces) 282,300 277,100
Copper production (000's Ibs) 72,900 66,300
Cash cost ($/ounce) 204 209

Higher mill throughput and improved metal recoveries were
achieved in 2002, as a result of improvements made to the milling
circuit over the past two years and the installation of two column
flotation cells in the flotation circuit, which have enhanced metal
recoveries beyond original expectations. These improvements led to
record production of both gold and copper during 2002.

On June 17, 2002, members of the International Union
of Operating Engineers — Local 115, representing approximately
300 employees at the Kemess Mine, voted to accept a new 3-year
collective agreement. The previous agreement had expired on
December 31, 2001.

In 2003, the Kemess South mine is forecast to produce
294,000 ounces of gold and 77.5 million pounds of copper at a
cash operating cost of approximately $196 per ounce, net of
copper by-product credits calculated at a price of $0.75 per pound.

2002 Versus 2001

Revenue: Northgate's total revenues for the year ended December 31,
2002 increased to $110,992,000, compared with $98,363,000 in
2001. The increased revenue in 2002 was the result of higher gold
and copper production and a dramatic improvement in gold prices.
The average metal prices received on sales in 2002, before hedging,
were $310 per ounce for gold and $0.71 per pound for copper
compared with $271 per ounce and $0.72 per pound in 2001.

Operating expenses: Total operating costs in 2002 were
$76,079,000, compared to $71,579,000 in 2001. The 6% increase in
expenses was predominantly due to the 30% increase in tonnes
mined and the 12% increase in tonnes milled between 2001 and
2002. Average cash costs, net of by-product credits, for 2002 were
$204 per ounce, an improvement of $5 per ounce from 2001.

Administrative and general expenses: Administrative and
general expenses decreased to $1,670,000 in 2002 from $2,131,000 in
2001 as many of the one-time legal and other costs related to the acqui-
sition and restructuring of the Kemess mine were not incurred in 2002.

Depreciation and depletion: Depreciation and depletion
expenses increased to $25,891,000 in 2002 from $24,152,000 in
2001 primarily as a result of the increase in the tonnes of ore
mined from the Kemess South pit.

Net interest expense: Net interest expense declined
substantially in 2002 to $5,335,000 from $9,341,000 in 2001. The
reduction in interest expense is attributable to a substantial reduction
in the Corporation’s long-term debt as a result of the equity financing
completed in June 2002 and a decline in short-term interest rates.

Exploration: Exploration expenses during 2002 were
$4,215,000 compared with $840,000 in 2001. Expenditures in
2002 were substantially higher as the result of an extensive drill
program in the Kemess North region, partially funded by the
issuance of flow-through common shares.

Other: In connection with an equity financing that closed
on June 28, 2002 and a subsequent reduction in long-term debt,
the Corporation repurchased a significant portion of its gold hedge
book at a cost of $9,839,000.

During 2001, Northgate sold its subsidiary, Bretzin Mines
Limited, through which it held a portfolio of South American explo-
ration properties. The Corporation recorded a gain of $1,151,000
on the sale.

LIQUIDITY AND CAPITAL RESOURCES

2002 Versus 2001

At December 31, 2002, the Corporation had a working capital defi-
ciency of $1,295,000 compared with a deficiency of $20,351,000 at
December 31, 2001. The increase in working capital was the result
of a reduction in short-term debt and accrued liabilities and an
increase in cash that resulted from the completion of several financ-
ings during 2002. Cash balances at the end of 2002 amounted to
$4,401,000 compared with $804,000 at the end of 2001.

Cash flow from operations for the year, before changes in
working capital, was $11,868,000 compared to $13,435,000 for the
previous year. Cash flow from operations, before changes in working
capital and prior to a one-time charge related to closing out a large
portion of the Corporation’s gold hedging position, was $21,707,000
compared with $13,435,000 in 2001. The principal use of cash for the
year was for additions to mineral property, plant and equipment,
primarily the ongoing construction of the tailings impoundment facility.

Based on planned production levels, estimated gold and
copper prices and forecasted Cdn/US dollar exchange rates, it is
anticipated that funds provided from operations will be sufficient
to finance planned capital expenditures of $9,500,000 for the
Kemess South mine in 2003 and pay interest and principal on debt
as they become due.

Outstanding indebtedness: The Corporation closed a six-year
$100 million syndicated project loan in September 2001 to partially refi-
nance the acquisition bridge financing that was used to acquire an
interest in the Kemess South mine in February 2000. During 2002, the
Corporation made scheduled repayments of $11,000,000 and repaid an
additional $24,500,000 using proceeds from a common equity issue in
June. The Corporation also repaid $14,162,000 in other long-term debt
and $5,886,000 in short-term debt during the year using proceeds from
two equity issues and cash generated from operations. At December 31,
2002, the Corporation had $64,500,000 remaining on its project loan,
of which $9,000,000 is scheduled for repayment in 2003.

At December 31, 2001, the Corporation’s capital securi-
ties, including accrued interest, totalled $87,219,000. As the
Corporation retained the right to repay principal and interest on
these capital securities in the form of common shares, they were
classified as equity on the balance sheet. During 2002, the
Corporation repaid the capital securities, including accrued interest,
in cash that was raised through equity financings.

Shareholders’ equity/deficiency: Shareholders’ equity was
$129,339,000 at December 31, 2002 compared with a deficiency of
$19,168,000 at December 31, 2001. The increase was attributable
to the issuance of 161,022,459 common shares and 38,182,338
common share purchase warrants during the year.

The Corporation’s capital stock consists of an unlimited
number of Class A and Class B preference shares, of which none
are issued, and an unlimited number of common shares, of which
191,273,615 were issued and outstanding at December 31, 2002.

In March 2002, the Corporation closed a Cdn$140
million financing transaction announced in December 2001 by
issuing 35,714,270 common shares, 17,857,135 warrants,
3,865,429 flow-through common shares and 3,600,000 preferred
shares. Proceeds from the transaction were used to repay the
outstanding capital securities and accrued interest and fund quali-
fied exploration expenditures in 2002. The financing consisted of: a
Cdn$20 million unit offering of common shares and share purchase
warrants; a Cdn$5.4 million offering of flow-through common
shares; a Cdn$25 million rights unit offering of common shares and
share purchase warrants; and a Cdn$90 million private placement
of 8% convertible preferred shares.

In June 2002, the Corporation closed a Cdn$125 million
equity financing in which it issued 60,975,610 common shares and
20,325,203 share purchase warrants. Proceeds from the financing were
used to repay short and long-term debts and interest, repurchase
$9,839,000 of the gold hedge book and for general corporate purposes.

ENVIRONMENTAL MANAGEMENT

Northgate is committed to maintaining effective management systems
with respect to environmental issues at the Kemess South mine.
With respect to future site reclamation and closure costs,
the Corporation regularly updates its estimates of future expenditures.
At December 31, 2002, management's estimate of future reclamation
and site closure costs was $12.1 million (Cdn$18.8 million). This esti-
mate was based on available information, including preliminary
closure plans, alternatives and applicable regulations. At December 31,
2002, the Corporation had provided for a future liability of
$10.3 million and will continue to accrue for closure costs over the
remaining mine life. The Corporation has posted a Cdn$12 million
bond, held in trust by the Government of British Columbia, against
these future environmental obligations and amended its reclamation
permit during 2002 to increase the amount of the bond to
Cdn$18.8 million by the end of the Kemess South mine life in 2009.

CONTRACTUAL OBLIGATIONS AND COMMITMENTS

At December 31, 2002, in order to protect against the impact of
declining gold prices, the Corporation had commitments to deliver a
total of 413,700 ounces of gold, of which 350,000 ounces related to
commitments under the terms of the Corporation’s project loan
facility (unrealized loss of $14,262,000) and the remaining 63,700
ounces were hedged to fix the price of gold contained in accounts
receivable and inventory at December 31, 2002. At December 31,
2002, Kemess Mines Ltd. had entered into foreign exchange contracts
to sell $31,000,000 in 2003 at an average exchange rate of 1.5858.

The Corporation had the following additional contractual
obligations and commitments on December 31, 2002.

(3 millions) 1Year 2-3Years 4-5Years 6 Yeard+
Project Loan Repayments 9.0 33.0 22,5 —
Leases 3.1 6.4 4.1 1.8
Mineral Property

Option Agreements 0.4 — — —

RISK FACTORS

Northgate’s future revenues are dependent on the prices for gold,
copper and silver on world markets and the level of treatment and
refining charges that custom smelters charge for processing concen-
trate. These prices and charges can vary significantly from
year-to-year and affect the Corporation’s revenue and earnings.
Operating costs at Northgate's Kemess South mine site are largely
denominated in Canadian dollars and, as a result, the Corporation’s
US dollar earnings will be directly affected by fluctuations in the
Cdn/US dollar exchange rate to the extent that these costs are not
hedged with foreign currency instruments. Northgate will continue
to have leverage in its capital structure in order to enhance share-
holder returns. Changes in interest rates, to the extent they are not
fixed, will, therefore, have an effect on earnings.
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Although the Corporation has carefully prepared its
mineral reserve and resource figures and believes that the methods
of estimating mineral reserves and resources are sound, such
figures are estimates and no assurance can be given that the indi-
cated recoveries of gold and copper from the reserves will be
realized over the mine life.

The business of mining is generally subject to a number
of risks and hazards, including operational accidents, labour
disputes, unusual or unexpected geological conditions and other
environmental phenomena, including weather. Northgate main-
tains insurance against risks that are typical in the mining
industry, but such insurance may not provide adequate coverage
under all circumstances.

The Corporation is subject to various legal claims, judge-
ments, potential claims and complaints including unexpected
environmental remediation costs in excess of current reserves,
arising out of the normal course of business, While the Corporation
believes that unfavourable decisions in any pending procedures or
the threat of procedures related to any future assessment or any
amount it might be required to pay will not have a material
adverse affect on the Corporation's financial condition, there is a
risk that if such decisions are determined adversely to the

__Lorporation, they could have a material adverse effect on the
Corporation’s profitability.

The Corporation’s mining operations and exploration
activities are subject to extensive Canadian federal and provincial
regulations. The Corporation believes that it is in substantial compli-
ance with all current laws and regulations. However, since these
laws and regulations are subject to constant change, there can be
no guarantee that future changes will not have a material adverse
effect on the Corporation by reducing levels of production, or
delaying or preventing the development of new mining properties.

SENSITIVITIES

The following table shows the approximate impact on the
Corporation’s 2003 earnings and cash flow of variations in prices,
exchange rates and interest rates, based on the projected produc-
tion at the Kemess South mine if the change was to remain in
effect for the full year:

Earnings and
Cash Flow Impact

Factor Change ($ millions)
Gold $10/ounce 2.7
Copper $0.01/pound 0.64
Interest rates (Libor) 1.0% 0.45
US/Cdn exchange rate $0.01 1.2

Note: The figures in the chart above exclude the impact of the financial instru-
ments disclosed in Note 16 of the Notes to Consolidated Financial Statements.

CRITICAL ACCOUNTING POLICIES

The Corporation’s accounting policies are described in Note 2 to
the consolidated financial statements. These consolidated financial
statements are prepared in conformity with Canadian GAAP, which
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require the Corporation to make various judgements with respect
to certain estimates and assumptions. The following policies are
considered by management to be most critical in understanding
the judgements that are involved in the preparation of the
Corporation’s financial statements and the uncertainties inherent
within them.

Revenue Recognition

Revenue is recognized upen production of concentrate. Sales of
gold and copper concentrates are based on specific sales agree-
ments and may be subject to adjustment upon final settlement of
shipment weights, assays and metal prices. Such adjustments to
revenue are recorded in the period of final settlement.

Reclamation
On an annual basis, the Corporation updates its estimates of the
cost for site closure and mine reclamation based on the best avail-
able information and current regulatory requirements. Reclamation
costs are then accrued on a unit-of-production basis over the
remaining mine life.

Mineral Property Costs

The Corporation records mineral property acquisition and mine
development costs at cost and depreciates and depletes these
costs on a unit-of-production basis. If reserve estimates or future
metal prices differ substantially from the Corporation’s current esti-
mates, it may become necessary to write down the value of the
Corporation’s assets or increase future depreciation and depletion
expenses, both of which would reduce net eamings in future years.

RELATED PARTY TRANSACTIONS

In the ordinary course of business, the Corporation carries on
certain transactions with its affiliates, which are conducted on
normal business terms (see Note 15). The most significant of these
transactions are as follows:
> the sale of concentrate to Noranda Inc. under a three
year agreement that ends on December 31, 2004;
> a1.62% payable metal royalty to Brascan Financial
Corporation on production from the Kemess South mine; and
> the payments of interest and principal on various bridge
loans that were used to finance the acquisition of the
Kemess South mine,

OUTLOOK

The operational improvements achieved in 2002 are generating
significant cash flow for the Corporation and the Kemess South
mine is now expected to perform consistently for the balance of
the mine life, producing an average of 290,000 ounces of gold and
75 million pounds of copper annually. Further operating improve-
ments will be implemented at Kemess South in 2003 and
exploration will continue within the Kemess camp to further
expand the resource base while the Corporation proceeds with the
feasibility study on Kemess North,

Consolidated

MANAGEMENT’'S RESPONSIBILITY

The accompanying consolidated financial statements have
been prepared by management in accordance with Canadian
generally accepted accounting principles and where appropri-
ate, reflect management's best estimates and judgement. The
financial information presented elsewhere in the annual report
is consistent with that in the consolidated financial statements,

The Corporation maintains adequate systems of
internal accounting and administrative controls, consistent
with reasonable cost. Such systems are designed to provide
reasonable assurance that the financial information is rele-
vant and reliable and that the Corporation’s assets are
appropriately accounted for and adequately safeqguarded.

The Board of Directors of the Corporation is respon-
sible for ensuring that management fulfills its responsibilities
for financial reporting and is ultimately responsible for
reviewing and approving the consolidated financial state-
ments and the accompanying management's discussion and
analysis. The Board carries out this responsibility principally
through its Audit Committee.

The Audit Committee is appointed by the Board and
the majority of its members are not affiliated with the
Corporation, nor are they involved in the daily operations of
the Corporation. The Audit Committee meets periodically with
management and the external auditors to discuss internal
controls, auditing matters and financial reporting issues, and
to satisfy itself that the responsibilities of each party have
been properly discharged. The Audit Committee also reviews
the consolidated financial statements, management's discus-
sion and analysis and the external auditors’ report. Fees and
expenses for audit services are reviewed and the engagement
or reappointment of the external auditors is also considered.
The Audit Committee reports its findings to the Board and rec-
ommends approval of the consolidated financial statements
for issuance to the shareholders.

Ptttz Yo Ol

Kenneth G. Stowe Jon A. Douglas

President and Senior Vice-President and
Chief Executive Officer Chief Financial Officer
February 28, 2003

AUDITORS’ REPORT TO THE SHAREHOLDERS

We have audited the consolidated balance sheets of
Northgate Exploration Limited as at December 31, 2002 and
2001 and the consolidated statements of operations,
retained earnings (deficit) and cash flows for the years then
ended. These financial statements are the responsibility of
the Corporation’s management. Our responsibility is to
express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with Canadian
generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reason-
able assurance whether the financial statements are free of
material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates
made by management, as well as evaluating the overall
financial statement presentation.

In our opinion, these consolidated financial statements
present fairly, in all material respects, the financial position of
the Corporation as at December 31, 2002 and 2001 and the
results of its operations and its cash flows for the years then
ended in accordance with Canadian generally accepted
accounting principles.

TN (9 Ly

Chartered Accountants
Vancouver, Canada

February 28, 2003
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Consclidated

As at December 31, 2002 and 2001

(expressed in thousands of US dollars) Note
ASSETS

Current assets

Cash and cash equivalents

Concentrate settlements and other receivables

Inventories 4
Other assets 5
Mineral property, plant and equipment 6
LIABILITIES AND TOTAL SHAREHOLDERS' EQUITY
Current liabilities

Aceounts payable and accrued liabilities

Short-term debts 7
Current portion of capital lease obligations 8
Current portion of long-term debt 9
Capital lease obligations 8
Long-term debt 9
Provision for site closure and reclamation 10
Non-controlling interest 3
Shareholders’ equity (deficiency) and capital securities

Capital securities 1
Shareholders’ equity (deficiency) 12

Subsequent events (Notes 3 and 18)
The accompanying notes form an integral part of these financial statements.

Approved by the Board

%7/6/2.

Terry A. Lyons, Director

Patrick D. Downey, Director

4,401
13,982
7,652

26,035

11,215
198,481

235,731

15,655

2,675
9,000

27,330

9,871
55,500
10,298

102,999
3,393

129,339
129,339

PELWES |

Consolidated

2001

804
11,738
8,041

20,583

10,329
205,271

236,183

21,389
5,886
2,659

11,000

40,934

5,064
103,162
10,048

159,208

8,924

87,219
(19,168)

68,051

$

236,183

Years ended December 31, 2002 and 2001
(expressed in thousands of US dollars except per share amounts) Note

Revenue

Operating costs
Administrative and general

Earnings before interest, taxes, depreciation and depletion and other

Other:
Depreciation and depletion
Net interest
Exploration
Currency translation losses
Mining and capital taxes
Non-controlling interest

Earnings (loss) before the following items:

Loss on settlement of gold forward sales contracts 16(A)
Other income (expense) 5(B)

Earnings (loss) for the year

Earnings (loss) per share - basic and diluted

Weighted average shares outstanding:
Basic
Diluted

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

Consolidated

Years ended December 31, 2002 and 2001
(expressed in thousands of US dollars) Note

Retained earnings (deficit) at beginning of year
Earnings (loss) for the year

Dividends on preferred shares 12(A)(ii)

Interest on capital securities "

Retained earnings (deficit) at end of year

—m

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

2002

110,992

76,079
1,670

77,749
33,243

25,891
5,335
4,215
1,129
1,318

(531)

37,357
(4,114)

(9,839)
(290)

(14,243)
(0.14)

123,374,060
124,363,830

2002

(31,640)
(14,243)
(1.166)
(1.437)

(48.486)

2001

98,363

71,579
2,131

73,710

24,653

24,152
9,341
840
163
1,340
(120)

35,716

(11,063)

1,151

(9,912)

(0.58)

30,251,156
144,192,323

2001

(14,230)
(9,912)

(7,498)

(31,640)
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Consolidated

Years ended December 31, 2002 and 2001
(expressed in thousands of US Dollars)

Note

CASH PROVIDED BY (USED IN)

Operations

Earnings (loss) for the year

Non-cash items:
Depreciation and depletion
Non-controlling interest
Unrealized currency translation losses
Accrual for site closure and reclamation
Amortization of deferred financing charges
(Gains) losses on disposal of subsidiary
Other losses (gains)

(14,243)

25,891
(531)
253
167
503

(172)

Changes in non-cash operating working capital:
Concentrate settlements and other receivables
Inventories
Accounts payable and accrued liabilities

11,868

(2,531)
172
(5,058)

4,451

Investments

Proceeds received from investments

Additions to other assets

Additions to mineral property, plant and equipment

(1,559)
(19,101)

(20,660)

Financing

Repayment of capital lease obligations
Capital lease financing

Repayment of debt

Issuance of debt

Issuance of preferred shares

Dividends on preferred shares

Reduction of non-controlling interest
Issuance of common shares and warrants
Draw (repayment) of capital securities

(3,177)
8,000
(83,282)
27,734
56,475
(1.166)
(5,000)
108,878
(88,656)

19,806

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

3,597
804

Cash and cash equivalents at end of year

4,401

Supplementary information:
Cash paid during the year for:
Interest on capital securities
Other interest
Income taxes
Non cash financing activities:
Issuance of common shares on redemption of preferred shares

14,860
18,588

56,475

The accompanying notes form an integral part of these financial statements

2001

$ (9,912)

24,152
(120)

163
303
(1,151)

13,435

(3.356)
3,973
(6,797)

7,255

4,621
(2,405)
{15,156)

(12,940)

(2,635)

(12,687)
14,719

$ 6,137

.

Notes to

Years ended December 31, 2002 and 2001 (amounts in tables expressed in thousands of US Dollars, except per share amounts)

NOTE1 Nature of Operations

Northgate Exploration Limited (the “Corporation”) is engaged in gold
and copper mining and related activities including exploration, devel-
opment and processing. Its principal assets, being its 95% interest in the
Kemess South mine and the Kemess North Project, were acquired on
December 31, 2000 (Note 3).

NOTE 2  Significant Accounting Policies

A. Basis of Presentation

These financial statements have been prepared in accordance with
accounting principles and practices that are generally accepted in
Canada. The consolidated financial statements include the accounts of
the Corporation and its subsidiary companies. All material inter-company
balances and transactions have been eliminated.

B. Cash and Cash Equivalents

Cash and cash equivalents are highly liquid investments, such as term
deposits with major financial institutions, having a maturity of three
months or less at acquisition that are readily convertible to contracted
amounts of cash.

C. Inventories

Concentrates and metal inventory is valued at net realizable value.
Supplies inventory is stated at the lower of cost, using the average cost
method, or replacement cost.

D. Mineral Property, Plant and Equipment

Plant and equipment is stated at cost less accumulated depreciation.
Depreciation is provided using the straight-line method over the esti-
mated useful life of the related assets. Estimated useful lives for mining
equipment and major asset categories range from three to seven years.
Replacements and major improvements are capitalized.

Mineral property acquisition and mine development costs are
deferred on a property-by-property basis and amortized by the unit-of-
production method based on estimated recoverable reserves. If it is
determined that the deferred costs relating to a property are not recov-
erable over its productive life, the unrecoverable portion is charged to
operations in the period such determination is made.

Milling assets are recorded at cost and amortized by the unit-of-
production method based on estimated recoverable reserves expected to
be processed through the mill.

Expenditures incurred on non-producing properties identified as
having development potential, as evidenced by a positive economic
analysis of the project, are deferred on a project basis. If a project is aban-
doned or it is determined that the deferred costs may not be recoverable
based on current economics or permitting considerations, the accumulated
project costs are charged to operations in the period in which the determi-
nation is made. Exploration expenditures on properties not sufficiently
advanced to identify their development potential are expensed as incurred.
E. Site Closure and Reclamation Costs
Minimum standards for site closure and mine reclamation have been estab-
lished by various governmental agencies that affect certain operations of
the Corporation. A reserve for future site closure and mine reclamation costs
has been established based upon the estimated costs to comply with
existing reclamation standards. Site closure and mine reclamation costs for
operating properties are accrued using the unit-of-production method. The
effect of increases or decreases in estimated future costs resulting from
amendments to reclamation standards by the regulatory authorities,
changes to the extent of remediation required, experience gathered by the
Corporation and others on similar properties, or other factors, are reflected
in earnings from properties currently in production, prospectively,
commencing in the period the estimate is revised.

F.  Revenue Recognition

Revenue is recognized upon production of concentrate. Sales of gold and
copper concentrates are based on specific sales agreements and may be
subject to adjustment upon final settlement of shipment weights, assays
and metal prices. Such adjustments to revenue are recorded in the period of
final settlement. Gains and losses on derivative financial instruments used
to hedge metal price or foreign exchange risk are recognized in revenue and
operating costs when realized.

G. Reporting Currency and Foreign Currency Translation

The Corporation's primary currency of measurement and display is the
United States dollar. Monetary assets and liabilities denominated in other
than United States dollars are translated at the exchange rate in effect at
the balance sheet date with gains or losses included in earnings. Non-
monetary assets and liabilities and revenues and expenses denominated
in other than United States dollars are translated at rates of exchange in
effect during the period.

Effective January 1, 2002, the Corporation adopted the Canadian
Institute of Chartered Accountants’ (the “CICA”) new standards for the
translation of foreign currencies. These bring Canadian practice into
alignment with most other industrialized nations. Under the new rules,
gains and losses on non-current, monetary items with a fixed and ascer-
tainable life denominated in currencies other than the United States
dollar are no longer deferred and amortized over the life of the items but
charged directly to earnings as they occur. The change has been applied
retroactively, although because the Corporation has no significant non-
current, monetary items with a fixed and ascertainable life denominated
in currencies other than the United States dollar, there was no impact of
this change on the prior period financial statements.

H. Stock-based Compensation

Effective January 1, 2002, the Corporation adopted the CICA's new
handbook section 3870, Stock-Based Compensation and Other Stock-Based
Payments. Under the new standard, stock-based payments to non-
employees, and employee awards that are direct awards of stock, call for
settlement in cash or other assets, or are stock appreciation rights that call
for settlement by the issuance of equity instruments, granted on or after
January 1, 2002, are accounted for using the fair-value based method. No
compensation costs are required to be recorded for all other stock-based
employee compensation awards. Consideration paid by employees on the -
exercise of stock options is recorded as share capital and contributed
surplus. The Corporation discloses the pro forma effect of accounting for
these awards under the fair-value based method. The adoption of this new
standard has resulted in no changes to amounts previously reported.

Prior to adoption of the new recommendations, no compensation
expense was recorded for the Corporation’s stock-based plans when the
options or incentives are granted. Any consideration paid by employees
or directors on exercise of stock options was credited to share capital.

I.  Future Income Taxes

The Corporation utilizes the asset and liability method of accounting for
income taxes under the provisions of Section 3465 of the CICA Handbook,
Income Taxes (”Section 3465"). Under the asset and liability method of
Section 3465, future income tax assets and liabilities are determined
based on differences between the financial statement carrying values of
existing assets and liabilities and their respective income tax bases
(temporary differences) and loss carry-forwards. Future income tax assets
and liabilities are measured using the tax rates expected to be in effect
when the temporary differences are likely to reverse. The effect on future
income tax assets and liabilities of a change in tax rates is included in
operations in the period in which the change is substantively enacted. The
amount of future income tax assets recognized is limited to the amount of
the benefit that is more likely than not to be realized.
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J.  Estimates

The preparation of financial statements in conformity with Canadian
generally accepted accounting principles 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. Significant areas requiring the use of
management estimates relate to the determination of mineral reserves,
receivables from sales of concentrate and values of concentrate in inventory
and in transit, site closure and reclamation obligations, impairment of assets,
useful lives for depreciation and depletion, and valuation allowances for
future income tax assets. Actual results could differ from those estimates.

K. Earnings (Loss) Per Share

Basic eamings (loss) per share is computed by dividing earnings available to
common shareholders by the weighted average number of common shares
outstanding during the period. Earnings available to common shareholders
equal net earnings (loss) adjusted for charges against retained earnings
(deficit) for certain preferential items. The computation of diluted earnings
per share requires the use of the treasury stock method, which assumes that
the exercise of certain stock options and warrants and the conversion of

certain convertible securities will have a dilutive effect on eamings per share.

Under-the treasury stock method, the weighted average number of common
shares outstanding for the calculation of diluted earnings per share assumes
that the proceeds to be received on the exercise of stock options and
warrants is applied to repurchase common shares at the average market
price for the period, and the dilutive effect of convertible securities is
computed using the “if converted” method. Under the “if converted”
method, convertible securities are assumed to be converted at the beginning
of the period and the resulting potential common shares are included in the
outstanding common shares at the end of the period. When there is a loss

for a period, the potential shares to be issued are not included in the compu-

tation of diluted eamings per share, as the results would be anti-dilutive.

L. Comparative Figures

Certain of the prior years’ comparative figures have been reclassified to
conform with the presentation adopted for the current year.

NOTE 3  Acquisition of Kemess Mines Ltd.

On February 11, 2000, the Corporation acquired for $187,530,000 a
Convertible Royalty Interest (the “Kemess Convertible Royalty”) equal to
95% of the net cash flow of the Kemess South mine. On December 31,
2000, this royalty interest was exchanged for a 95% equity interest in
Kemess Mines Ltd. The remaining 5% interest in Kemess Mines Ltd. is
owned by Royal Oak Ventures Inc. A summary of the net assets acquired
at assigned values is as follows:

Working capital $ 7,931
Mineral property, plant and equipment 214,267
222,198

Short-term debts 7,666
Capital lease obligations 7,456
Site closure and reclamation obligations 10,502
Non-controlling interest in acquired net assets 9,044
34,668

Purchase price of net assets acquired $ 187,530

During 2002, the Corporation reduced the capital of its subsidiary,
Kemess Mines Ltd., and paid $5,000,000 to Royal Oak Ventures Inc. in
connection with such capital reduction.

Subsequent to December 31, 2002, the Corporation issued
7,186,000 common shares to acquire the 5% interest in Kemess Mines
Ltd. held by Royal Oak Ventures inc.

NOTE4 Inventories

Concentrates and metal inventory
Supplies

NOTE5  Other Assets

2002
Restricted cash (A) 7,597
Deferred financing and lease charges 3,618

Other —
$ 11,215

A. Restricted Cash

A subsidiary of the Corporation has pledged Cdn$12,000,000 at
December 31, 2002 (Cdn$12,000,000 at December 31, 2001) in cash and
short-term deposits relating to site closure and reclamation obligations
at the Kemess South mine (Note 10).

B. Sale of Subsidiary

During 1998, a subsidiary of the Corporation entered into a promissory
note agreement in the amount of $5,500,000 to finance the acquisition of
a portfolio of mineral and exploration companies with properties located
principally in South America, with the purchase price allocated to cash and
notes receivable. During 2001, the Corporation sold the subsidiary that
held the notes receivable and the promissory note payable to a significant
shareholder, and recorded a gain on sale of $1,151,000.

NOTE6 Mineral Property, Plant and Equipment
Accumulated

Depreciation Net Book
2002 Cost & Depletion Value
Mineral property $ 15702 $ — $ 15702
Plant and equipment 232,822 50,043 182,779

$ 248524 § 50,043 $ 198,481

Accumulated

Depreciation Net Book
2001 Cost & Depletion Value
Mineral property $ 15702 § — $ 15702
Plant and equipment 213,721 24,152 189,569

$ 229423 § 24,152 $ 205,271

The Corporation’s interest in the Kemess South mine is subject to a
1.62% royalty on the value of payable metals produced, payable to
Brascan Financial Corporation (“Brascan”), a related party.

NOTE 7 Short-Term Debts

Loan facility (A)
Working capital facility (B)

A. Loan Facility

The Corporation entered into a loan agreement with an affiliate of Brascan
for up to $4,000,000 in order to finance certain advances receivable. This
loan facility carried an interest rate of the 30-day London interbank offered
rate (“LIBOR") plus 2.5% per annum and was repaid in April 2002.

B. Working Capital Facility

On September 13, 2001, Kemess Mines Ltd. secured a $10,000,000 revolving
working capital facility from a major Canadian chartered bank (Note 9(B)).

NOTE 8 Lease Obligations

Capital lease obligations
Less: current portion

Kemess Mines Ltd. has obligations under capital leases for mobile mining
equipment with remaining terms ranging from one to five years. At
December 31, 2001, approximately $1,398,000 of the capital lease obli-
gations were payable to an affiliate of Brascan pursuant to capital leases
which were transacted under normal business terms. This amount was
repaid in full during 2002.

Future capital lease payments and future minimum lease payments
under non-cancellable leases with initial or remaining lease terms in
excess of one year as of December 31, 2002, are as follows:

2003 $ 2,675
2004 2,813
2005 2,747
2006 1,644
2007 1,654
2008 1,013

The Corporation also leases equipment under a long-term operating
lease that expires August 31, 2009. The annual payment for this lease is
$410,000 and the aggregate lease payable to the expiry date is
$2,768,000.

NOTE9 Long-Term Debt

2002
Senior acquisition bridge facility (A) — 14,162
Project loan (B) 64,500 100,000
64,500 114,162
Less: current portion (9,000) (11,000)

55,500 103,162

A. Senior Acquisition Bridge Facility

On February 11, 2000, the Corporation established a non-revolving term
facility (the “Bridge Facility”) in the principal amount of $95,000,000 in
order to acquire the Kemess Convertible Royalty described in Note 3.
During 2001 and 2002, the Bridge Facility carried an interest rate of
LIBOR plus 2.5% per annum. The $95,000,000 principal outstanding
under the Bridge Facility was repaid in September 2001 and the due
date for the payment of the balance outstanding on the Bridge Facility
was extended to February 10, 2003. The outstanding balance was repaid
on June 28, 2002.

B.  Project Loan

On September 13, 2001, Kemess Mines Ltd. closed a $100,000,000 syndi-
cated credit facility. This facility and the working capital facility (Note
7(B)) currently bear interest at LIBOR plus 1% and are secured by a fixed
and floating charge over all of the assets of the Kemess South mine and
is fully guaranteed by Brascan until the mine passes its completion test.
In consideration for providing this guarantee, Kemess Mines Ltd. pays
Brascan a fee of 1% per annum. Under this project loan and once the
mine passes its completion test, Kemess Mines Ltd. agrees to maintain
certain forward sales commitments over the term of the loan (Note 16).
Interest is payable quarterly and principal is repayable quarterly with
total annual payments as follows:

2003 $ 9,000
2004 12,000
2005 21,000
2006 22,500

$ 64,500

NOTE 10 Site Closure & Reclamation Obligations

Minimum standards for mine reclamation have been established by
federal and provincial governmental agencies. Under current regulations,
Kemess Mines Ltd. is required to meet performance standards to
minimize environmental impacts from operations and to perform site
restoration and other closure activities.

Provisions for site closure and reclamation costs are based on
known requirements. The exact nature of environmental control concerns,
if any, that may be encountered in the future cannot be predicted with
certainty, because environmental requirements currently established by
government agencies may change.

At December 31, 2002, Kemess Mines Ltd. had a security bond of
Cdn$12,000,000 posted in connection with its reclamation permit for the
Kemess South mine (Note 5(A)). During 2002, Kemess Mines Ltd. and the
Government of British Columbia amended this reclamation permit such

that Kemess Mines Ltd. agreed to provide additional security installments
of Cdn$1,000,000 on December 31 of each year from 2003 to 2008, with
a final amount of $800,000 on December 31, 2009.

NOTE 11 Capital Securities

Subordinated Acquisition Bridge
Facility (A) 61,598
Secured Debt (B) 25,621

A. Subordinated Acquisition Bridge Facility
On February 11, 2000, the Corporation established an additional non-
revolving term facility (the "Acquisition Facility”), which ranked second in
priority to the Bridge Facility (Note 9(A)), in order to acquire the Kemess
Convertible Royalty (Note 3). During 2001 and 2002, the Acquisition
Facility carried an interest rate of LIBOR plus 6.0%. On February 10,
2001, the Acquisition Facility was extended to December 31, 2001 with
similar interest rate terms. On December 28, 2001, the Acquisition Facility
was further extended to June 30, 2002 with similar interest rate terms.
The Corporation had the option to settle interest payments in either cash
or common shares and had the option to settle the principal at maturity
in common shares of the Corporation. The facility was repaid in cash on
March 28, 2002.
B. Secured Debt
During 2001 and 2002, the secured debt carried an interest rate of the
30-day LIBOR plus 2.5%. From January 1, 2001 through June 30, 2002,
the Corporation had the option to repay both principal and interest in
common shares of the Corporation at maturity. The facility was repaid in
cash on March 28, 2002.

Distributions on these securities, net of related income taxes, are
not included in the computation of earnings (loss) for the year but are
included in the computation of earnings (loss) per share.

NOTE 12 Shareholders’ Equity (Deficiency)

2002
Common shares (A(iii)) $ 169,212 12,472

Warrants (A(jii)) 8,613 —

Retained earnings (deficit) (48,486) (31,640)

$ 129,339 (19,168)

A. Share Capital

(i)  Authorized

An unlimited number of Class A and Class B preference shares and an
unlimited number of common shares.

(i)  Preferred shares:

No. of Shares Amount
Class A Series 1:
Balance, December 31, 2000 and 2001 — $ —
Issued for cash at Cdn$25 per share 1,800,000 28,238
Converted to common shares
at Cdn$1.51 per share (1,800,000) (28,238)
Balance, December 31, 2002 — —
Class A Series 2:
Balance, December 31, 2000 and 2001 — —
Issued for cash at Cdn$25 per share 1,800,000 28,237
Converted to common shares
at Cdn$1.51 per share (1,800,000) (28,237)

Balance, December 31, 2002 — —
Total preferred shares,

December 31, 2002 — § —
On March 28, 2002, the Corporation issued a total of 3.6 million 8% convert-
ible preferred shares to an affiliate of Brascan. On June 25, 2002, these pre-
ferred shares were converted into common shares at Cdn$1.51 per share.
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(iii) Common shares:

No. of Shares Amount

Balance, December 31, 2000 and 2001 30,251,156 $ 12,472

Issued during the year:
On exercise of previously issued

unit special warrants 15,873,000 12,552
On exercise of previously issued

flow-through special warrants 3,865,429 3,39
On exercise of rights at

Cdn$1.26 per share 19,841,270 15,690
Pursuant to a prospectus offering 60,975,610 73,511
On conversion of convertible

preferred shares (A)ii) 59,602,650 56,475
Private placement of flow-through

common shares 722,500 932
On exercise of options (B) 144,000 85
Other (2,000) (2)
Share issuance costs — (5,899)
Balance, December 31, 2002 191,273,615 $ 169,212

On December 28, 2001, the Corporation issued 15,873,000 unit special
warrants at Cdn$1.26 per unit special warrant and 3,865,429 flow-
throtigh special warrants at Cdn$1.40 per flow-through special warrant.
Each unit special warrant was exercisable into a unit consisting of one
common share and one-half of one common share purchase warrant,
with each whole common share purchase warrant entitling the holder to
acquire a common share at an exercise price of Cdn$3.00 per share until
December 28, 2006. Each flow-through special warrant was exercisable
into a flow-through common share. An affiliate of Brascan participated
in this financing as an underwriter. On February 18, 2002, the
Corporation received clearance from the Canadian regulatory authorities
to file materials for a final prospectus, which qualified for distribution
the common shares, common share purchase warrants and flow-through
common shares to be issued on exercise of the unit special warrants
and flow-through special warrants. On the same date, the Corporation
also received clearance to file materials for a final rights offering
prospectus which qualified for distribution the common shares and com-
mon share purchase warrants to be issued on the exercise of
19,841,270 units at Cdn.$1.26 per unit previously issued to existing
shareholders. Each unit consisted of one common share and one-half of
one common share purchase warrant, with each whoie common share
purchase warrant entitling the holder to acquire one common share at
Cdn$3.00 per share to December 28, 2006. In March 2002, the
Corporation issued the 35,714,270 common shares and half-warrants
and 3,865,429 flow-through common shares on exercise of the units
described above.

At December 31, 2001, the net proceeds from the issuance of the
unit special warrants and flow-through special warrants were being held
in escrow and were released to the Corporation in 2002 upon completion
of the escrow release conditions, which included receiving clearance of
Canadian regulatory authorities, completing the rights offering and
obtaining approval of the Corporation's shareholders. As a result of a
portion of the escrow release conditions being outside the control of the
Corporation, the Corporation reduced the Cdn$25,400,000 value of the
special warrants issued by the related commissions, offering costs and
funds held in escrow, at December 31, 2001.

On June 25, 2002, the Corporation closed a Cdn$125 million equity
financing in which it issued 60,975,610 common shares at Cdn$1.835
per share. The Corporation also issued 20,325,203 share purchase
warrants exercisable at Cdn$3.00 per share until December 31, 2006 as
part of this financing. The warrants were assigned a value of Cdn$0.645
per warrant based on the trading price of the previously issued warrants
on the day the transaction was announced.

On December 23, 2002, the Corporation issued 722,500 flow-through
common shares at Cdn$2.00 per share by way of a private placement.

— A

B. Employee Stock Option Plan

The continuity of options granted and outstanding under the Northgate
Stock Option Plan (the “Plan”) are as follows:

2002 2001
Average Average
Exercise Exercise
Number Price Number Price

(Cdn$) (Cdn$)

Balance, beginning
of year 978,000 [R:yAN 800,000 $ 0091
Granted 190,000 1.45 240,000 0.76
Exercised (144,000) 0.91 (30,000) 0.90
Cancelled (33,000) 0.90 (32,000) 0.90
Balance, end of year JECEIRI LKA 978000 § 0.7

Exercisable 452,000 LI KX 418,000 $  0.90

(1) During 2001, the Corporation paid Cdn$11,000 to employees who
exercised a total of 30,000 of their stock options, in lieu of issuing the
30,000 common shares.

Details of the options outstanding as at December 31, 2002 are as follows:

Exercise Price Expiry Date Outstanding Exercisable
Cdn$0.92 December 1, 2004 250,000 250,000
Cdn$0.90 December 31, 2005 311,000 68,000
Cdn$0.75 April 20, 2006 200,000 80,000
Cdn$0.82 May 16, 2006 40,000 16,000
Cdn$1.45 February 21, 2007 140,000 28,000
Cdn$1.45 July 4, 2007 50,000 10,000

991,000 452,000

At December 31, 2002, up to a further 545,752 common shares are
reserved for future issuance to employees pursuant to the Plan. Stock
options are granted at exercise prices based on the market price of the
Corporation’s common shares at the date of the grant of the stock
options. In no instance may the exercise price be less than the market
price of the common shares at the time of the option being granted.
Options may not be granted for a period longer than 10 years. Vesting is
at the discretion of the Board of Directors.

If the fair-value method had been used to determine compensation
cost for share options granted to directors, officers and employees, the
Corporation's earnings (loss) and earnings (loss) per share for the year
ended December 31, 2002 would have been as follows:

Fair value of
As Options Granted Pro
Reported and Vested Forma

Earnings (loss) for the year $ (14,243) $ (36) $ (14,279)
Basic earnings (loss)

per share (0.14) — (0.14)
Diluted earnings (loss)
per share (0.14) — (0.14)

The fair value of share options was estimated using the Black-Scholes
option-pricing model with the following assumptions:

Risk-free interest rate 4.5%
Annual dividends —
Expected stock price volatility © 95%

The expected life of the options used in the option-pricing model were
determined as one-half of the weighted average life of the option terms.

C. Common Share Purchase Warrants

Balance Balance
Dec. 31 Dec. 31
Price Expiry 2000 & 2001 Issued  Exercised 2002
Cdn$0.84 Feb. 11,2005 1,500,000 — — 1,500,000
Cdn$3.00 Dec. 28, 2006 — 17,857,135 — 17,857,135
Cdn$3.00 Dec. 28, 2006 — 20,325,203 — 20,325,203
1,500,000 38,182,338 — 39,682,338

NOTE 13 Income Taxes

There was no income tax expense (recovery) for 2002 and 2001.
Income tax expense differs from the amount which would result from
applying the statutory Canadian income tax rate for the following reasons:

2002
Income (loss) before taxes $  (14,243)
Canadian income tax rate 42.65%
Tax based on statutory
income tax rate (6,075)
Expenses not deductible ALY
Change in valuation allowance

and tax rates 3,690
Other 238

The tax effects of temporary differences that give rise to significant portions of
the future tax assets and future tax liabilities are presented below:

2002 2001
Future income tax assets:
Non-capital loss carry forwards 12,494 $ 13,559
Net capital loss carry forwards 20,595 19,382
Capital assets and Canadian
resource reductions 38,169 35,761
Reclamation liabilities 3,292 3,494
B.C. mineral tax deductions 31,549 27,709
Other 2,827 414
108,926 100,319
Valuation allowance (108,926) (100,319)
Net future income tax asset $ Nil

At December 31, 2002, the Corporation and its subsidiaries have non-
capital losses of approximately Cdn$50,000,000 available for Canadian
income tax purposes, which are due to expire from 2003 to 2009 taxa-
tion years. In addition, the Corporation has approximately
Cdn$164,000,000 of capital losses for Canadian tax purposes available
indefinitely to reduce taxes payable on future capital gains.

NOTE 14 Segmented Information

The Corporation considers itself to operate in a single segment being
gold and copper mining and related activities including exploration,
development, mining and processing. Although the Corporation operated
in two geographic segments during 2001 and 2002, being North America
and South America, substantially all identifiable assets, revenues and
expenses are attributable to the North American segment.

NOTE 15 Related Party Transactions

In the ordinary course of business, the Corporation carries on certain trans-
actions with its affiliates, which are conducted on normal business terms.
In addition to the related party transactions disclosed elsewhere in these
financial statements, at December 31, 2002, the consolidated balance
sheet includes royalty and other accounts payable of $1,028,000 due to
Brascan and its affiliates. At December 31, 2001, the consolidated balance
sheet included short-term debt of $2,118,000, long-term debt of
$14,162,000, capital securities of $87,219,000 and royalty and other
accounts payable of $6,969,000 due to Brascan and its affiliates. Interest,
dividends and guarantee fees totalling $6,815,000 (2001 — $14,247,000)
were recorded on the above-noted related party debt and capital securities
obligations. During 2002, the Corporation entered into a smelter contract
whereby substantially all of the Corporation’s concentrates are processed
by a company controlled by a significant shareholder of the Corporation.

NOTE 16 Financial Instruments

A. At December 31, 2002, Kemess Mines Ltd. had forward sale commit-
ments with major financial institutions to deliver 350,000 (2001 — 200,000)
ounces of gold at an average accumulated price of $302 (2001 — $294)

per ounce. These forward sales commitments are in the form of short-
dated spot deferred contracts. A portion of the position may be brought
and settled into income in 2003 and a portion will eventually be rolled
into future years as part of the Corporation's commitments under its
project loan (Note 9(B)). The unrealized loss on these spot deferred
contracts at December 31, 2002 was approximately $14,262,000

(2001 — unrealized gain of $3,459,000). In June 2002, in connection with
the closure of an equity financing and the reduction of its project loan
facility, the Corporation closed out 670,000 ounces of its hedge book at a
cost of $9,839,000.

Between December 20, 2002 and January 6, 2003, Kemess Mines
Ltd. sold forward 63,700 ounces of gold at an average price of $350 per
ounce to fix the gold price for un-priced gold in inventory and receivables
at December 31, 2002. These forward sales contracts are to be closed out
against monthly average gold prices in January, February and March
2003 as physical gold deliveries are priced.

At December 31, 2001, Kemess Mines Ltd. also had outstanding
call options for 300,000 ounces of gold exercisable at $295 per ounce.
Total premiums for selling these options of $1,190,000 were included in
accounts payable and accrued liabilities and were brought into income
during 2002.

At December 31, 2000, Kemess Mines Ltd. had sold forward
200,000 ounces of gold for delivery in 2001 at an average price of
$302 per ounce. In February 2001, these contracts were closed out for
proceeds of approximately $8,000,000.

At December 31, 2000, Kemess Mines Ltd. had also entered into
contracts to sell $62,000,000 in 2001 at an average exchange rate of
Cdn$1.46 and an additional $36,000,000 in 2002 at an average exchange
rate of Cdn$1.47. As at December 31, 2000, the Corporation had also sold
forward $14,000,000 to purchase Canadian dollars for value March 31,
2001 at a rate of Cdn$1.44. The unrealized loss on these foreign exchange
contracts was approximately $2,485,000 at December 31, 2000.

At December 31, 2001, Kemess Mines Ltd. had entered into
contracts to sell $72,865,125 in 2002 at an average exchange rate of
Cdn$1.53 and had sold forward $14,000,000 to purchase Canadian
dollars for value March 31, 2002 at a rate of Cdn$1.44. The unrealized
loss on these foreign exchange contracts was approximately $2,900,000
at December 31, 2001.

At December 31, 2002, Kemess Mines Ltd. had entered into
contracts to sell $31,000,000 in 2003 at an average exchange rate of
Cdn$1.5858. The unrealized gain on these foreign exchange contracts
was approximately $126,000 at December 31, 2002.

—

B.  Except as disclosed elsewhere in these financial statements, the
carrying value of all financial instruments approximates fair value.

C.  The Corporation monitors the financial condition of its customers
and counter-parties to contracts and considers the risk of material loss to
be remote.

NOTE 17 Commitments and Contingencies

The Corporation has been named along with 20 other parties in a suit
brought by the Regional Water Quality Control Board for the Central
Valley Region of California, alleging environmental violations in
connection with an inactive gold mine located in Tuolumne County,
California, known as the Jamestown mine. Management believes the suit
to be without merit and is vigorously defending the claim.

Under the terms of various mineral property option agreements, the
Corporation is required to spend approximately $400,000 in 2003.

NOTE 18 Subsequent Event

On February 28, 2003, the Corporation settled the last claim relating to
unresolved construction liens at the Kemess South mine for approxi-
mately $3,232,000. This amount was fully provided for in the
Corporation’s 2002 financial statements.

(27




Five Year Comparative Summary

Corporate

(expressed in thousands of US dollars

except per share data) 2002 2001 2000 1999 1998
Revenue $ 110,992 $ 98,363 $ — $ — ) —
Operating costs 76,079 71,579 — — —
Administrative and general 1,670 2,131 1,290 634 680

77,749 73,710 1,290 634 680
Earnings before interest, taxes, depreciation

and depletion and other 33,243 24,653 (1,290) (634) (680)
Other:

Depreciation and depletion 25,891 24,152 — — —

Net interest 5,335 9,341 15,438 (3,166) (2,661)

Exploration 4,215 840 34 VAl —

Currency translation losses 1,129 163 6,228 415 916

Mining and capital taxes 1,318 1,340 — — —

Non-controlling interest (531) (120) — — —

37,357 35,716 21,700 (2,680) (1,744)
Earnings (loss) before the following items: (4.114) (11,063) (22,990) 2,046 1,064
Loss on settlement of gold

forward sales contracts (9,839) — — — —
Other income (expense) (290) 1,151 — — —
Income taxes — — — — —
Earnings (loss) for the year S  (14,243) $ (9,912) $ (22,990) $ 2,046 $ 1,064
Earnings (loss) per share — basic and diluted $ (0.14) BB (058) § (0.76) $ 0.07 $ 0.03
Weighted average number of shares used

in computing earnings (loss) per share 123,374,060 30,251,156 30,248,246 30,245,336 30,245,336
YEAR-END FINANCIAL HIGHLIGHTS
Working capital (deficiency) (1,295) $ (20,351) $ (18,154) $ 24,469 $ 1,422
Investments and other assets 11,215 10,329 12,929 2,115 38,095
Mineral property, plant and equipment 198,481 205,27 214,267 — —
Total assets 235,731 236,183 250,375 46,930 47,343
Total invested capital 198,103 185,201 198,540 26,584 39,517
Long-term debts 55,500 103,162 103,867 5,352 20,209
Shareholders’ equity and capital securities 129,339 68,051 73,280 21,232 19,308
Common shares outstanding 191,273,615 30,251,156 30,251,156 30,245,336 30,245,336
Share price — high/low (during year in Cdn$) 2.18/1.13 1.43/0.71 1.15/0.60 1.29/0.52 1.15/0.60

Note: Certain of the figures have been reclassified to conform with the financial statement presentation adopted in 2002.

SELECTED QUARTERLY FINANCIAL DATA

(expressed in thousands of US dollars 2002 Quarter Ended 2001 Quarter Ended

except for share data) Dec. 31 Sep.30 June30 Mar. 31 Dec. 31 Sep.30  June 30 Mar. 31
Revenue, investment and other income LA U [ YIRS W XL § 21,915  $24,245 $24471  $27,732
Earnings (loss) 356 982 (12,048) (3,533) (7,751) (2,511) (660) 1,010
Earnings (loss) per share 0.00 0.01 (0.17) (0.16) (0.31) 0.14) (0.09) (0.04)

Note: Refer to notes to consolidated financial statements for additional information.
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