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MANAGEMENT’S DISCUSSION AND ANALYSIS

OVERVIEW

Northgate Exploration Limited (“Northgate” or the
“Corporation”) is in the business of mining and exploring for
gold and copper, with a focus on opportunities in North and
South America. The Corporation’s principal assets are its
interests in the 275,000 ounce per year Kemess South mine
in north-central British Columbia and the adjacent Kemess
North project, where the Corporation made a significant
exploration discovery in 2001.

The Corporation is currently focussing its exploration
activities within its land position surrounding the Kemess
South mine, with a specific focus on a porphyry gold-copper
deposit located 5.5 kilometres north of the mine site called
Kemess North. The Corporation also has numerous other tar-
gets within its large land holdings, which will be explored

_starting in 2002.

RESULTS OF OPERATIONS

For the year ended December 31, 2001, the Corporation
recorded a consolidated net loss of $9,912,000 or $0.58
per share after taking into account interest on capital securi-
ties, compared with a consolidated net loss of $22,990,000
or $0.76 per share in 2000. The per share data is based on
a weighted average number of shares outstanding of
30,251,156 in 2001 and 30,248,246 in 2000.

Kemess South Mine
Production at the Kemess South mine totalled 277,100 ounces
of gold and 66 million pounds of copper during 2001. This
compares with 226,000 ounces of gold and 50 million pounds
of copper in 2000.

The following table provides a summary of operations
during 2001 compared with 2000:

(100% production basis) 2001 2000

32,959,000 34,619,000
15,361,000 14,138,000

Tonnes mined (ore plus waste)
Tonnes milled (ore)

Tonnes milled per day 42,100 38,600
Gold grade (g/mt) 0.855 0.778
Copper grade (%) 0.251 0.220
Gold recovery (%) 66 64
Copper recovery (%) 77 74
Gold production (ounces) 277,100 226,000
Copper production (000’s Ibs) 66,300 50,400
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Higher mill throughput and improving metal recoveries
were achieved in 2001, largely as a result of operating
improvements made in the mill during 2000. These improve-
ments, combined with gold grades that were 14.3% higher
than expected, led to record production of both gold and
copper during 2001.

In 2002, the Kemess South mine is forecast to produce
295,000 ounces of gold and 84 million pounds of copper at a
cash operating cost of approximately $176 per ounce, net of
copper by-product credits calculated at a price of $0.70 per
pound. These forecasts reflect the addition of two new haulage
trucks and repairs to the grinding circuit completed in 2001.

2001 Versus 2000

On December 31, 2000, the Corporation acquired a 95%
equity interest in Kemess Mines Ltd. On January 1, 2001,
the Corporation began to consolidate the income statement
and statement of cash flows for Kemess Mines Ltd.

Revenue and operating expenses: Northgate's revenues for
2001 were $98,363,000 and operating expenses were
$71,579,000. As this was the first year that results from the
Kemess South mine were consolidated, there are no compa-
rable figures for 2000. 2001 revenues were enhanced by
approximately $7.7 million dollars ($28 per ounce) through
the combined effects of the Corporation’s gold and currency
hedging activities.

Administrative and general expenses: Administrative and
general expenses increased to $2,131,000 in 2001 from
$1,290,000 in 2000 due to increased activity resulting from
the Corporation becoming an operating mining company, as
well as one-time expenses related to the acquisition of the
Kemess South mine.

Net interest expense: Net interest expense declined sub-
stantially to $9,341,000 from $15,438,000 in 2000. The
decrease was attributable to a decrease in the amount of
debt at December 31, 2000, when a portion of the acquisi-
tion bridge debt was reclassified as capital securities. The
Corporation also benefited from a significant drop in short-
term interest rates during 2001.

Other: During 2001, Northgate sold its subsidiary,
Bretzin Mines Limited, through which it held a portfolio of

South American exploration properties. The Corporation

recorded an after-tax gain of $1,151,000 on the sale.

At December 31, 2001, Northgate also had a loan of-
$2.2 million outstanding to Yamana Resources Inc. On
February 22, 2002, Yamana announced that it had signed an
agreement to sell its silver mine in Argentina, the proceeds of

which will repay the outstanding loan.

LIQUIDITY AND CAPITAL RESOURCES

2001 Versus 2000

At December 31, 2001, the Corporation had a working capi-
tal deficiency of $20,351,000 compared with a deficiency
of $18,154,000 at December 31, 2000. The decrease in
working capital largely reflects a reduction in concentrate
inventory at the Kemess South mine. Cash at the end of
2001 amounted to $804,000 compared with $2,410,000 at
the end of 2000.

Cash flow from operations, before changes in working
capital for the year, was $13,435,000 compared to a cash
flow deficit of $17,798,000 for the previous year. The princi-
pal use of cash for the year was additions to mineral prop-
erty, plant and equipment, primarily the ongoing construction
of the tailings impoundment facility.

Based on planned production levels, estimated gold and
copper prices and forecasted Canadian/US dollar exchange
rates, it is anticipated that funds provided from operations
and hedging activities and proceeds from new credit facilities
will be sufficient to finance planned capital expenditures of
Cdn$15,500,000 for the Kemess South mine in 2002 and
pay interest and principal on debt as they become due.

On December 19, 2001, the Corporation announced a
financing transaction to raise a total of Cdn$140 million to
repay the outstanding capital securities and accrued interest
and fund qualified exploration expenditures in 2002. The
financing comprises: a Cdn$20 million unit offering of com-
mon shares and common share purchase warrants; a
Cdn$5.4 million issue of flow-through common shares; a
Cdn$25 million rights offering to current common sharehold-
ers of units consisting of common shares and common share
purchase warrants, underwritten by B.C. Pacific Capital
Corporation (“BC Pacific"); and, a Cdn$90 million private
placement of 8% convertible preferred shares arranged by
Trilon Financial Corporation (“Trilon”). Shareholder approval
for the transaction was obtained at a Special Shareholders’
Meeting held on February 15, 2002 and the Corporation
expects the transaction to close by the end of the first
quarter of 2002.

Outstanding indebtedness: The Corporation closed a six-
year $100 million syndicated project loan in September 2001
to partially refinance the acquisition bridge financing that was
used to acquire the Kemess South mine in February 2000.

The repayment terms on the Corporation’s capital securi-
ties were extended to June 2002 to facilitate the
Corporation’s Cdn$140 million equity financing. At
December 31, 2001, principal and accrued interest on these
instruments totalled $87,219,000. The Corporation retained
the right to repay principal and interest in the form of com-
mon shares and, as a result, the capital securities are classi-
fied as equity on the balance sheet.

Shareholders’ deficiency: Shareholders’ deficiency was
$19,168,000 at December 31, 2001 compared with a
deficit of $1,758,000 at December 31, 2000. The decrease
was attributable to the loss of $9,912,000 and interest on
the capital securities of $7,498,000 for 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
30,251,156 are issued.

The Corporation also had 15,873,000 unit special war-
rants and 3,865,429 flow-through special warrants outstand-
ing at December 31, 2001. Underlying these special war-
rants is a total of 19,738,429 common shares.

ENVIRONMENTAL MANAGEMENT

Northgate is committed to maintaining effective management
systems with respect to environment 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, 2001, management'’s
estimate of future reciamation and site closure costs was
$11.5 million. This estimate was based on available informa-
tion, including preliminary closure plans, alternatives and
applicable regulations. At December 31, 2001, the
Corporation had provided for future liability of $10.1 million
and will continue to accrue for closure costs over the remain-
ing mine life. The Corporation has posted a $7.5 million
bond, held in trust by the Government of British Columbia,

against these future environmental obligations.

RISK FACTORS

Northgate’s future revenues are dependent on the prices for

gold, copper and silver on world markets and the level of
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treatment and refining charges that custom smelters charge
for processing concentrate. 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
Canadian/US dollar exchange rate to the extent that these
costs are not hedged with forward currency instruments.
Northgate will continue to have leverage in its capital struc-
ture in order to enhance shareholder returns. Changes in
interest rates, to the extent they are not fixed, will, therefore,
have an effect on earnings.

Although the Corporation has carefully prepared its min-
eral reserve and resource figures and believes that the meth-
ods of estimating mineral reserves and resources are sound,
such figures are estimates and no assurance can be given
that the indicated 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 maintains insurance against risks that are typical
in the mining industry, but such insurance may not provide
adequate coverage under all circumstances.

The Corporation’s mining operations and exploration activi-
ties are subject to extensive Canadian federal and provincial
regulations. The Corporation believes that it is in substantial
compliance 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.

The Corporation’s hourly employees are represented by
the International Union of Operating Engineers (Local 115).
The previous collective agreement expired December 31, 2001
and unionized employees have been working without a con-
tract since that date. At the time of writing, negotiations were
continuing between the Corporation and the union.

SENSITIVITIES

The following table shows the approximate impact on the
Corporation’s consolidated 2002 earnings and cash flow due
to variations in prices, exchange rates and interest rates,
based on the projected production at the Kemess South
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mine, adjusted for the Corporation’s 95% interest, if the

change was to remain in effect for the full year:

Earnings and Cash

Flow Impact
Factor Change ($ millions)
Gold $10.00/ounce 2.8
Copper $0.01/Ib 0.8
Interest rates (Libor) 1.0% 1.3
US$/Cdn$ exchange rate $0.01 1.1

Note: The figures in the chart above exclude the impact of the financial
instruments disclosed in Note 17 of the Notes to Consolidated Financial
Statements.

CURRENCY OF MEASUREMENT

In the years prior to December 31, 2001, the Corporation’s
reporting and measurement currency was Canadian dollars.
For the year ended December 31, 2001, the currency of
reporting and measurement was changed to the US dollar.
The decision to adopt the US dollar as the currency of mea-
surement was taken as a result of the cumulative effect of
the following factors and events:

(i) The Corporation’s acquisition of a 95% equity interest in
the Kemess South mine, which generates $98 million in
US dollar revenues from the sale of gold-copper concen-
trates.

(ii) The closing of a six-year $100 million project loan in
September 2001, which is denominated in US dollars.

(iii) New investors who purchased special warrants expressed
an interest in receiving the Corporation’s financial
results reported in US dollars, in order to be comparable
with other gold mining companies of similar size in
North America.

OUTLOOK

Management is encouraged by the strong operating perfor-
mance at the Kemess South mine following the completion of
the major maintenance projects in the third quarter.
Management remains confident that further reductions in the
cash operating cost per ounce of gold are achievable.
Opportunities continue to be identified for improving the
mine’s performance. Management also believes that the
prospects for higher gold and copper prices are excellent.
With the Kemess South mine approaching its design criteria
and having strengthened its financial position, Northgate is
well positioned to generate strong results over the long term.
The Corporation can now focus on growth opportunities, par-
ticularly the Kemess North project, where the upcoming
drilling season is expected to commence in June 2002.

CONSOLIDATED FINANCIAL STATEMENTS

MANAGEMENT’S RESPONSIBILITY FOR CONSOLIDATED FINANCIAL STATEMENTS

The accompanying consolidated financial statements have
been prepared by management in accordance with gener-
ally accepted accounting principles and where appropriate,
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 inter-
nal accounting and administrative controls, consistent with
reasonable cost. Such systems are designed to provide rea-
sonable assurance that the financial information is relevant
and reliable and that the Corporation’s assets are appropri-
ately accounted for and adequately safeguarded.

The Board of Directors of the Corporation is responsi-
ble 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 prin-
cipally through its Audit Committee.

AUDITORS’ REPORT TO THE SHAREHOLDERS

We have audited the consolidated balance sheets of
Northgate Exploration Limited as at December 31, 2001 and
2000 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 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 are also considered.
The Audit Committee reports its findings to the Board and
recommends approval of the consolidated financial state-
ments for issuance to the shareholders.

Yootttz Yo Omofec

Kenneth G. Stowe Jon A. Douglas
President and Senior Vice-President and
Chief Executive Officer Chief Financial Officer

February 22, 2002

the accounting principles used and significant estir'h‘ates
made by management, as well as evaluating the overall finan-
cial 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, 2001 and 2000 and
the results of its operations and its cash flows for the years
then ended in accordance with Canadian generally accepted
accounting principles.

V4, 2 24
b

Chartered Accountants
Vancouver, Canada
February 22, 2002
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CONSOLIDATED BALANCE SHEETS

As at December 31, 2001 and 2000 (expressed in thousands of US Dollars)

Note 2001 2000
ASSETS
Current assets
Cash and cash equivalents $ 804 $ 2,410
Concentrate settlements and other receivables 11,738 8,755
Inventories 4 8,041 12,014
20,583 23,179
Other assets 5 10,329 12,929
Mineral property, plant and equipment 6 205,271 214,267
$ 236,183 $ 250,375
LIABILITIES AND TOTAL SHAREHOLDERS’ EQUITY
“Current liabilities
Accounts payable and accrued liabilities $ 21,389 $ 27,368
Short-term debts 7 5,886 11,063
Current portion of capital lease obligations 9 2,659 2,902
Current portion of long-term debt 10 11,000 —
40,934 41,333
Promissory note 8 — 4,893
Capital lease obligations 9 5,064 7,456
Long-term debt 10 103,162 103,867
Site closure and reclamation obligations 11 10,048 10,502
159,208 168,051
Non-controlling interest 8,924 9,044
Shareholders’ equity (deficiency) and capital securities
Capital securities 12 87,219 75,038
Shareholders’ equity (deficiency) 13 (19,168) (1,758)
68,051 73,280
$ 236,183 $ 250,375

Subsequent events (Note 13(D))
The accompanying notes form an integral part of these financial statements

Approved by the Board

&7%/7/2.

Terry A. Lyons, Director

CONSOLIDATED FINANCIAL STATEMENTS

Patrick D. Downey, Director

CONSOLIDATED STATEMENTS OF OPERATIONS

Years ended December 31, 2001 and 2000 (expressed in thousands of US Dollars except per share amounts)

Note 2001 2000
Revenue : $ 98,363 $ —
Operating costs 71,579 —
Administrative and general 2,131 1,290
73,710 1,290
Earnings before interest, taxes, depreciation and depletion 24,653 (1,290)
Other expenses:
Depreciation and depletion 24,152 —
Net interest 9,341 15,438
Exploration 840 34
Currency translation losses 163 6,228
Mining and capital taxes 1,340 —
Gain on sale of a subsidiary 8 (1,151) —
Non-controlling interest (120) —
Loss for the year $ 9,912 $ 22,990
Loss per share $ 0.58 $ 0.76
Weighted average shares outstanding:
Basic 30,251,156 30,248,246
Diluted 144,192,323 30,484,869
The accompanying notes form an integral part of these financial statements
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS (DEFICIT)
Years ended December 31, 2001 and 2000 (expressed in thousands of US Dollars)
Note 2001 2000
Retained earnings (deficit) at beginning of year $ (14,230) $ 8,760
Loss for the year (9,912) (22,990)
Interest on capital securities 12 (7,498) —
Deficit at end of year $ (31,640) $ (14,230)

The accompanying notes form an integral part of these financial statements
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31, 2001 and 2000 (expressed in thousands of US Dollars)

Note 2001 2000
Cash provided by (used in)
Operations
Loss for the year $  (9,912) $ (22,990)
Non-cash items:
Depreciation and depletion 24,152 —
Gain on sale of subsidiary (1,151) —
Non-controlling interest (120) —
Unrealized currency translation losses 163 3,866
Amortization of deferred financing charges 303 1,326
13,435 (17,798)
Changes in non-cash operating working capital:
Concentrate settlements and other receivables (3,356) 1,890
- Inventories 3,973 —
Accounts payable and accrued liabilities (6,797) 10,070
7,255 (5,838)
Investments
Acquisition of subsidiary 3 — (187,451)
Cash acquired on acquisition of subsidiary 3 — 2,105
Additions to other assets (2,405) (1,709)
Proceeds received from investments 4,621 36,145
Additions to mineral property, plant and equipment (15,156) —
(12,940) (150,910)
Financing
Repayment of lease financing (2,635) —
Repayment of debts (12,687) —
Debts issued 14,719 158,322
Draw on capital securities 4,682 —
4,079 158,322
Increase (decrease) in cash and cash equivalents (1,606) 1,574
Cash and cash equivalents at beginning of year 2,410 836
Cash and cash equivalents at end of year $ 804 $ 2,410
Supplementary information
Cash paid during the year for:
Interest $ 6,137 $ 2,399
Taxes $ — $ —

The accompanying notes form an integral part of these financial statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Years ended December 31, 2001 and 2000 (expressed in thousands of US Dollars)

NOTE 1

NATURE OF OPERATIONS

Northgate Exploration Limited (the “Corporation”) is engaged in
gold and copper mining and related activities including explo-
ration, development and processing. Its principal asset, the
Kemess South mine, was acquired on December 31, 2000
(Note 3) and, as a result, these financial statements do not
include operations of the Kemess South mine for the year ended
December 31, 2000.

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 com-
panies. 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 depreci-
ation. Depreciation is provided using the straight-line method
over the estimated 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
ounces. If it is determined that the deferred costs relating to a
property are not recoverable over its productive life, the unrecov-
erable portion is charged to operations in the period such deter-
mination is made.

Milling assets are recorded at cost and amortized by the unit-
of-production method based on estimated recoverable ounces.

Expenditures incurred on non-producing properties identified
as having development potential are deferred on a project basis
until the viability of the project is determined. If a project is
abandoned or it is determined that the deferred costs may not be
recoverable based on current economics or permitting considera-
tions, the accumulated project costs are charged to operations in
the period in which the determination is made. Exploration
expenditures on properties not sufficiently advanced to identify
their development potential are expensed as incurred.

E.  Other Investments

investments in which the Corporation does not have the ability to
exert significant influence are carried at cost, less a provision for
any decline in value that is other than temporary.

F.  Site Closure and Reclamation Costs

Site closure and mine reclamation costs for operating properties
are accrued and charged to operations using the unit-of-produc-
tion method.

G. Revenue Recognition

Revenue is recognized upon 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. Gains
and losses on derivative financial instruments used to hedge
metal price risk are recognized in sales revenue when realized.

H.  Reporting Currency and Foreign Currency Translation

As of December 31, 2001, the Corporation adopted the United
States dollar as the primary currency of measurement and dis-
play. The Corporation determined that as a result of substantially
all of its revenues now being derived from gold and copper sales
denominated in United States dollars, a majority of the its long-
term debt and capital securities being denominated in United
States dollars, and the new shareholders resulting from the
December 2001 special warrant financings requesting the
Corporation present its financial statements in United States dol-
lars to allow for the comparability with other gold companies, it
would be appropriate to present its financial statements in
United States dollars. The Corporation has translated amounts
previously reported in Canadian dollars using a translation of
convenience, whereby such amounts have been translated at the
rate of exchange in effect in 2000.

Commencing with the year ended December 31, 2001, bal-
ances originally denominated in foreign currencies are translated
into US dollars as follows:

(i) Revenues and expenses at the average exchange rate during
the period;

(ii) Monetary items at the rate of exchange prevailing at the
balance sheet date; and

(iii) Non-monetary items translated at rates of exchange in
effect when the assets were acquired or obligations
incurred. -

Exchange gains or losses arising on these translations are
included in earnings, except for unrealized gains or losses aris-
ing from the translation of long-term monetary items which are
deferred and amortized on a straight-line basis over the remain-
ing life of the related items.

. Stock-based Compensation

The Corporation has an employee stock option plan which is
described in Note 13. No compensation expense is recognized
for the plan when stock or stock options are issued to employ-
ees. Any consideration paid by employees on exercise of stock
options or purchase of stock is credited to share capital. If stock
or stock options are repurchased from employees, the difference
between the consideration paid and the carrying amount of the
stock or stock option cancelled is charged to retained earnings
(deficit).

J.  Future Income Taxes

The Corporation utilizes the asset and liability method of account-
ing 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
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assets and liabilities are determined based on differences between
the financial statement carrying values and their respective
income tax bases (temporary differences) and loss carryforwards.
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.

K. Estimates

The preparation of financial statements in conformity with
Canadian generally accepted accounting principles requires man-
agement to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of con-
tingent assets and liabilities at the date of the financial state-
ments and the reported amounts of revenues and expenses dur-
ing 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 reclama-
tion obligations, impairment of assets, useful lives for deprecia-
tion and depletion, and valuation allowances for future income
tax dssets. Actual results could differ from those estimates.

L.  Earnings Per Share

During fiscal 2001, the Corporation retroactively adopted the
new provisions of Section 3500 of the CICA Handbook,
“Earnings Per Share”, which requires a change to the treasury
method of reporting diluted earnings per share. However, this
change had no effect on previously reported loss per share.

Basic earnings (loss) per share is computed by dividing income
available to common shareholders by the weighted average num-
ber of common shares outstanding during the period. The com-
putation of diluted earnings per share assumes that the conver-
sion of certain convertible securities will have a dilutive effect on
earnings per share. The dilutive effect of convertible securities is
computed using the “if converted” method. Under this method,
convertible securities are assumed to be converted at the begin-
ning 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 are
not included in the computation of diluted earnings per share.

M. Comparative Figures
Certain of the prior years comparative figures have been reclassi-
fied 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 inter-
est 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

CONSOLIDATED FINANCIAL STATEMENTS

NOTE 4
INVENTORIES
Inventories comprise the following:

2001 2000
Concentrates and metal inventory $ 2,604 $ 7,266
Supplies 5,437 4,748

$ 8,041 $ 12,014

NOTE 5
OTHER ASSETS

2001 2000
Restricted cash (A) $ 753 $ 8,003
Deferred financing charges 2,762 379
Other 32 35
Notes receivable (Note 8) — 4,512

$ 10329 $ 12,929

A. Restricted Cash

A subsidiary of the Corporation has pledged $7,535,000 at
December 31, 2001 ($8,003,000 at December 31, 2000) in
cash and short-term deposits relating to site closure and recla-
mation obligations at the Kemess South mine (Note 11).

NOTE 6
MINERAL PROPERTY, PLANT AND EQUIPMENT
Accumulated 2001 2000
Depreciation  Net Book Cost
Cost & Depletion Value (Note 3)
Mineral property $ 15,702 $ — $15702 $ 15,702
Plant and equipment 213,721 24,152 189,569 198,565

$229,423 $24,152  $205,271 $214,267

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 Trilon Financial Corporation (“Trilon").

NOTE 7
SHORT-TERM DEBTS

2001 2000
Loan facility (A) $ 2118 $ 3,397
Working capital facility (B) 3,768 —
Working capital facility (C) — 7,666

$ 586 $ 11,063

A. Loan Facility

The Corporation entered into a loan agreement with an affiliate
of Trilon for up to $4,000,000 in order to finance certain
advances receivable. This loan facility carries an interest rate
of the 30-day London interbank offered rate (“LIBOR”) plus
2.5% per annum and was due and payable on December 16,
2001. On December 15, 2001, the loan facility was extended
until June 30, 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 10(B)).

C.  Working Capital Facility
In January 2000, Kemess Mines Ltd. established an 18-month
loan facility with an affiliate of Trilon to finance up to
Cdn$25,000,000 in working capital, subject to certain borrow-
ing base calculations. Interest on the loan was at the 30-day
Bankers Acceptance rate plus 2.0% and the loan was secured by
an assignment of receivables and inventories. The balance on
this facility was repaid in February 2001.

These financial statements have been prepared in accor-
dance with accounting principles applicable to a going concern.

At December 31, 2001, the Corporation has a working capital
deficiency of approximately $20,351,000 and has incurred
losses in 2001 and 2000. The Corporation’s continuance is
dependent on the generation of sufficient cash flow from opera-
tions to meet its liabilities as they come due, the ongoing sup-
port of current lenders and its ability to raise additional debt or
equity (Note 13(D)).

NOTE 8
PROMISSORY NOTE

2001 2000
$ — $ 4893

During 1998, a subsidiary of the Corporation entered into a
promissory note agreement (the “Promissory Note”) 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. The purchase price was allocated
to cash and notes receivable (Note 5). The Promissory Note
bore interest at 5% per annum and was secured by the shares
of the acquired companies. The Promissory Note was repayable
from the proceeds received from the South American compa-
nies. As proceeds were not expected to be received in the 12
months following December 31, 2000 to fully repay the out-
standing principal and interest, the Promissory Note was pre-
sented as long-term liabilities.

During 2001, the Corporation sold the subsidiary that held
the Promissory Note payable and the notes receivable (Note 5),
to a significant shareholder, and recorded a gain on sale of
$1,151,000.

NOTE 9
CAPITAL LEASE OBLIGATIONS

Promissory note

2001 2000
Capital lease obligations $ 7,723 $ 10,358
Less: current portion (2,659) (2,902)

$ 5064 $ 7,456

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 (2000 - $2,510,000) of the capital lease obliga-
tions are payable to an affiliate of Trilon pursuant to capital
leases which were transacted under normal business terms.

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, 2001, are
as follows:

2002 $ 2,659
2003 1,796
2004 1,671
2005 1,453
2006 144
NOTE 10
LONG-TERM DEBT
2001 2000
Senior acquisition bridge facility (A) $ 14,162 $ 103,867
Project loan (B) 100,000 —
114,162 103,867
Less: current portion (11,000) —

$ 103,162  $ 103,867

A. Senior Acquisition Bridge Facility

On February 11, 2000, the Corporation established a non-revolv-
ing 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. The Bridge Facility carried an inter-
est rate of LIBOR plus 2.5% per annum until August 9, 2000
when the Bridge Facility was extended for a further period of six
months. During the extension period, the rate of interest was
increased to LIBOR plus 3.5%. On February 10, 2001, the
Bridge Facility was extended to February 10, 2002 on similar
interest rate terms. 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.

B. Project Loan

On September 13, 2001, Kemess Mines Ltd. closed a
$100,000,000 syndicated 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 Trilon until the mine passes its completion test.
In consideration for providing this guarantee, Kemess Mines Ltd.
pays Trilon a fee of 1% per annum. Interest is payable quarterly
and principal is repayablte quarterly with total annual payments
as follows:

2002 $ 11,000
2003 9,000
2004 12,000
2005 21,000
2006 24,000
2007 23,000

$ 100,000
NOTE 11

SITE CLOSURES AND 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 problems, if any, that may be encountered in the future
cannot be predicted with certainty, because environmental
requirements currently established by government agencies may
change.

NOTE 12
CAPITAL SECURITIES

2001 2000

Subordinated Acquisition Bridge
Facility (A) $ 61,598 $ 55,624
Secured Debt (B) 25,621 19,414

$ 87,219 $ 75,038

A. Subordinate 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 10(A)), in
order to acquire the Kemess Convertible Royalty (Note 3). The
Acquisition Facility carried an interest rate of LIBOR plus 4.0%
per annum until August 9, 2000, when the Acquisition Facility
was extended for a further period of six months. During the exten-
sion period, the rate of interest increased to 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 may settle interest payments in either cash or com-
mon shares and has the option to settle the principal at maturity
in common shares of the Corporation (Note 13(D)).
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B.  Secured Debt
The secured debt carries an interest rate of the 30-day LIBOR
plus 2.5% and was repayable in June 2000. During 2000, the
term of the secured debt was extended to December 31, 2001
and the repayment terms were amended to provide the
Corporation the option to repay both principal and interest in
common shares of the Corporation at maturity. On December 28,
2001, the Secured Debt was further extended to June 30, 2002
with similar interest rate terms (Note 13(D)).

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

NOTE 13
SHAREHOLDERS’ EQUITY (DEFICIENCY)

2001 2000
Common shares $ 12,472 $ 12,472
Deficit (31,640) (14,230)

$ (19,168) $ (1,758)

A. Share Capital
(i)  Authorized:
An unlimited number of Class A and Class B preference
.$hares and an unlimited number of common shares.
(ii) lIssued:
Number
of Shares Amount

30,245,336 $ 12,472

Balance, December 31, 1999
Issued for the year:
On conversion of predecessor

company shares 5,820 —
Balance, December 31, 2000
and 2001 30,251,156 $ 12,472

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

2001 2000
Average Average
Exercise Exercise
Number Price Number Price
(Cdn$) (Cdn$)
Balance, beginning

of year 800,000 $0.91 300,000 $0.92
Granted 240,000 0.76 500,000 0.90
Exercised (30,000) 0.90 — —
Cancelled (32,000) 0.90 — —
Balance, end of year 978,000 $0.87 800,000 $0.91

Exercisable 418,000 300,000

(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, 2001
are as follows:

Exercise Price  Expiry Date Outstanding  Exercisable

Cdn$0.92 December 1, 2004 300,000 300,000
Cdn$0.90 December 31, 2005 438,000 70,000
Cdn$0.82 May 16, 2006 40,000 8,000
Cdn$0.75 April 20, 2006 200,000 40,000

978,000 418,000

Under the Plan at December 31, 2001, up to a further
732,752 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

CONSOLIDATED FINANCIAL STATEMENTS

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.

C. Common Share Purchase Warrants

After obtaining approval from the shareholders at the 2000
annual general meeting, 1,500,000 common share purchase war-
rants exercisable at Cdn$0.84 per share were issued to Trilon
relating to advisory services and financing provided by Trilon in
connection with the acquisition of the Kemess Convertible
Royalty. The warrants expire on February 11, 2005.

D. Special Warrants and Other Financing

On December 20, 2001, the Corporation entered into an
engagement letter with respect to an underwritten financing
consisting of Cdn$20,000,000 of unit special warrants,
Cdn$5,400,000 of flow-through special warrants, a
Cdn$25,000,000 rights offering to existing common sharehold-
ers of the Corporation and a Cdn$90,000,000 private place-
ment of 8% convertible preferred shares. An affiliate of Trilon
participated in this financing as an underwriter.

On December 28, 2001, the Corporation issued
15,873,000 unit special warrants at Cdn$1.26 per special war-
rant and 3,865,429 flow-through special warrants at Cdn$1.40
per flow-through special warrant. Each unit special warrant is
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 is exer-
cisable into a flow-through common share. The net proceeds
from the issuance of the unit special warrants and flow-through
special warrants are being held in escrow and will be released to
the Corporation upon completion of the escrow release condi-
tions. These conditions include obtaining a receipt from the
provincial securities commissions for a final prospectus qualify-
ing the distribution of the common shares, common share pur-
chase warrants and flow-through common shares to be issued on
exercise of the unit special warrants and flow-through special
warrants, completion of the rights offering, and obtaining the
approval of the Corporation’s shareholders for the financing.
Should the escrow release conditions not be satisfied by
June 30, 2002, the Corporation has agreed to repurchase all
special warrants and flow-through special warrants tendered.

On January 24, 2002, the Corporation filed a preliminary
prospectus with the regulatory authorities of British Columbia
and Ontario to qualify for distribution the common shares, com-
mon 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
filed a preliminary rights offering prospectus with each of the
regulatory authorities in Canada to qualify the common shares
and common share purchase warrants to be issued on exercise of
19,841,270 units at Cdn$1.26 per unit to be issued to existing
shareholders under the proposed rights offering. Each unit will
consist of one common share and one-half of one common share
purchase warrant, with each whole common share purchase war-
rant entitling the holder to acquire one common share at
Cdn$3.00 per share to December 28, 2006. The Corporation’s
principal shareholder has agreed to cause the exercise of all of
the rights issued to it and to directly or indirectly subscribe for
additional units, at the subscription price, if and to the extent
required, in order that the Corporation will realize the maximum
gross proceeds of Cdn$25,000,000 from this rights offering.

On February 15, 2002, the Corporation received approval
from its shareholders that the capital securities can be repaid
from the proceeds described above, and on February 18, 2002,
the Corporation received clearance from the Canadian regulatory
authorities to file materials for a final prospectus and a final
rights offering prospectus.

As a result of a portion of the escrow release conditions
being outside the control of the Corporation, the Corporation has
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.

NOTE 14

INCOME TAXES
Income tax expense is based upon the following components of
income (losses) before taxes:

Year Canadian Foreign Total
2001 $ (9,912 ¢ — $ 09,912
2000 (22,772) (217) (22,990)

There was no income tax expense (recovery) for 2001 and 2000.

Income tax expense differs from the amount which would
result from applying the statutory Canadian income tax rate for
the following reasons:

2001 2000

Income (loss) before taxes $ (9,912) $ (22,990)
Canadian income tax rate 40.7% 44.6%
Tax based on statutory

income tax rate $ (4,032 $ (10,029)
Differences between Canadian and

foreign tax rates — 16
Expenses not deductible 3,661 756
Change in valuation allowance

and tax rates 9,487 8,050
Other (9,116) 1,202

$ Nil  $ Nil

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

2001 2000

Future income tax assets:
Non-capital loss carry forwards $ 13559 $ 9,138

Net capital loss carry forwards 19,382 21,604
Capital assets and Canadian
resource reductions 35,761 24,187

Reclamation liabilities 3,494 4,026

B.C. mineral tax deductions 27,709 23,141

Other 414 837

100,319 82,933

Valuation allowance (100,319) (82,933)
Net future income tax asset $ Nil $ Nil

At December 31, 2001, the Corporation and its subsidiaries
have non-capital losses of approximately Cdn$56,000,000
available for Canadian income tax purposes, which are due to
expire from 2002 to 2008 taxation years. In addition, the
Corporation has approximately Cdn$160,000,000 of capital
losses for Canadian tax purposes available to reduce taxes
payable on future capital gains.

NOTE 15

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 2000
and 2001, being North America and South America, substantially
all identifiable assets, revenues and expenses are attributable to
the North American segment.

NOTE 16

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. At December 31, 2001, the financial
statements included short-term debt of $2,118,000 (2000 -
$11,063,000), long-term debt of $14,162,000 (2000 -
$103,867,000), capital securities of $87,219,000 (2000 -
$75,038,000) and royalty and other accounts payable of
$6,969,000 (2000 - $7,876,000) due to Trilon and its affili-
ates. Interest totalling $14,247,000 (2000 - $17,924,000)
was recorded on the above-noted related party debt and capital
securities obligations.

NOTE 17

FINANCIAL INSTRUMENTS

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

As at December 31, 2000, Kemess Mines Ltd. had also
entered into contracts to sell $62,000,000 in 2001 at an aver-
age 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 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 for-
eign exchange contracts was approximately $2,485,000 at
December 31, 2000.

During 2001, Kemess Mines Ltd. entered into new forward
sales commitments with major financial institutions under which
it has commitments to deliver 200,000 ounces of gold at an
average accumulated value of $294 per ounce at December 31,
2001. As at December 31, 2001, Kemess Mines Ltd. also had
outstanding call options for 300,000 ounces of gold exercisable
at an average price of $295 per ounce. The total premiums
received for selling these options were $1,190,000, which is
included in accounts payable and accrued liabilities and is being
amortized into revenue over the period to May 31, 2002 as the
options expire. The unrealized gain on these forward sales and -~
call option contracts was approximately $4,649,000 at
December 31, 2001.

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 con-
tracts was approximately $2,900,000 at December 31, 2001.

B. Except as disclosed elsewhere in these financial state-
ments, the carrying value of all financial instruments approxi-
mates fair value.

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

NOTE 18

COMMITMENTS AND CONTINGENCIES

The Corporation and its subsidiaries are involved in certain
claims and lawsuits relating to unresolved construction liens at
the Kemess South mine. In the opinion of the Corporation’s
management, these claims and lawsuits in the aggregate will not
have a material adverse effect on the Corporation’s consolidated
financial statements.
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FIVE-YEAR COMPARATIVE SUMMARY OF SELECTED FINANCIAL DATA

(Expressed in thousands of US dollars, except for share data)

2001 2000 1999 1998 1997
Revenue $ 98,363 $ — $ — $ — $ —
Cost of operations 71,579 — — — —
Administrative and general costs 2,131 1,290 634 680 793
Earnings before interest, taxes, depreciation
and depletion 24,653 (1,290) (634) (680) (793)
Other expenses:
Depreciation and depletion 24,152 — — — —
Net interest 9,341 15,438 (3,166) (2,661) (1,073)
Exploration 840 34 71 — —
Currency translation losses 163 6,228 415 916 —
.Mining and capital taxes 1,340 — — — —
Gain on sale of subsidiary (1,151) — — — —
Non-controlling interest (120) — — — —
34,565 21,700 (2,680) (1,744) (1,073)
Income (loss) before taxes (9,912) (22,990) 2,046 1,064 280
Income taxes — — — — —
Net income (loss) $ (9,912) $  (22,990) $ 2,046 $ 1,064 $ 280
Earnings (loss) per share — fully diluted $ (0.58) $ (0.76) $ 0.07 $ 0.03 $ 0.01
Number of shares used in computing earnings
(loss) per share (weighted average) 30,251,156 30,248,246 30,245,336 30,245,336 30,245,336
Year-End Financial Highlights
Working capital (deficiency) $  (20,351) $ (18,154) $ 24,469 $ 1,422 $ 15,525
Investments and other assets 10,329 12,929 2,115 38,095 2,693
Mineral property, plant and equipment 205,271 214,267 — — —
Total assets 236,183 250,375 46,930 47,343 18,725
Total invested capital 185,201 198,540 26,584 39,517 18,218
Long-term debts 103,162 103,867 5,352 20,209 —
Shareholders’ equity and capital securities 68,051 73,280 21,232 19,308 18,218
Shares outstanding 30,251,156 30,251,156 30,245,336 30,245,336 30,245,336
Share price — high/low (during year in Cdn$) 1.43/0.71 1.15/0.60 1.29/0.52 1.15/0.60 1.30/0.86
Note: Certain of the figures have been reclassified to conform with the financial statement presentation adopted in 2001
Selected Quarterly Financial Data
(Expressed in thousands of US dollars except for share data)
2001 Quarter Ended 2000 Quarter Ended
Mar 31 June 30  Sept 30 Dec 31 Mar 31 June 30 Sept 30 Dec 31
Revenue, investment and other income $27,732  $24471 $24,245 $21,915 $ — $ — $ $ —
Net income (loss) 1,010 (660) (2,511) (7,751) (1,823) (5,983) (6,353) (8,831)
Earnings (loss) per share (0.04) (0.09) (0.14) (0.31) (0.06) (0.20) (0.21) (0.29)

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

FIVE-YEAR COMPARATIVE SUMMARY OF SELECTED FINANCIAL DATA
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News Release

NORTHGATE EXPLORATION LIMITED
Stock Symbol: NGX

Exchange Codes: TSX

Website: www.northgateexploration.ca

Northgate Exploration Limited

NORTHGATE BUYS OUT MINORITY INTEREST IN THE KEMESS MINE

VANCOUVER, February 5, 2003 - Northgate Exploration Limited (TSX: NGX) today
announced that it has reached an agreement with Royal Oak Ventures Inc. (“Royal Qak”) to
acquire its 5% minority interest in Kemess Mines Limited (“Kemess”), in exchange for 7,186,000
common shares of Northgate. The transaction is subject to Toronto Stock Exchange approval
and is scheduled to close on or before February 14, 2003.

The purchase of Royal Oak’s minority interest in Kemess gives Northgate a 100% ownership in
the 280,000 ounce per year Kemess South mine, the Kemess North project and the highly
prospective portfolio of exploration claims surrounding both these assets in northern British
Columbia. Combined, these assets have in excess of 9 million ounces of gold and 3 billion
pounds of copper in mineral reserves and resources.

Consolidating 100% of the Kemess assets eliminates the complexities and restrictions
associated with the minority interest structure and will be mildly accretive to earnings and cash
flow in 2003.

Since the transaction is a “related party transaction” for securities regulatory purposes, ah
independent committee of the Board of Directors of Northgate was appointed to consider it. The
committee concluded that the transaction was fair from a financial point of view to the
shareholders of Northgate.

Ken Stowe, President and CEO, commented, “The purchase of the minority interest in the
Kemess assets has been something that we have wanted to achieve for some time and | am
pleased that we have been able to negotiate a transaction that provides excellent value for
Northgate’s shareholders, without depleting our cash reserves or increasing our long-term debt.
Furthermore, Northgate is acquiring an additional stake in a well-understood, low-risk asset for a
price that does not include the typical premium to Net Asset Value that is associated with similar
transactions.”



Northgate Exploration Limited
News Release 2

Northgate Exploration is in the business of mining and exploring for gold and copper, with a
focus on opportunities in North and South America. The Corporation's principal assets are the
280,000-ounce per year Kemess South mine in north-central British Columbia and the adjacent
Kemess North deposit, which contains an inferred resource of 5.7 million ounces of gold and is
currently the subject of a feasibility study.

This news release contains certain forward-looking statements that reflect the current views and/or expectations of
Northgate Exploration Limited with respect to its performance, business and future events. Such statements are
subject to a number of risks, uncertainties and assumptions. Actual results and events may vary significantly.

For further information, please contact:
Mr. Terry A. Lyons Mr. Ken G. Stowe

Chairman President and Chief Executive Officer
604-669-3141 416-359-8641
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NORTHGATE EXPLORATION LIMITED
Stock Symbol: NGX

Exchange Codes: TSX

Website: www.northgateexploration.ca

Northgate Exploration Limited

Conference Call of 2002 Year End Results and 2003 Objectives
February 28, 2003 at 10:00 a.m. (ET)

You are invited to participate in the Northgate Exploration Limited live conference call
announcing our 2002 year end results and 2003 objectives on Friday, February 28, 2003 at
10:00 a.m. ET. The earnings news release and presentation package will be available the
morning of February 28 on Northgate’s web site at www.northgateexploration.ca under the
Press Releases’ and Investor Info — Presentations’ pages, respectively.

Scheduled speakers for the conference call are Terry Lyons, Chairman, Kenneth Stowe,
President and Chief Executive Officer, and Jon Douglas, Senior Vice President and Chief
Financial Officer.

Teleconference:

You may participate in the Northgate Conference Call by calling (416) 695-9753 or toll free in
North America at 1 (800) 446-4472 with reservation number T394293S. To ensure your
participation, please call five minutes prior to the scheduled start of the call. The archived
teleconference may be accessed by dialling (416) 695-6059 or 1 (866) 475-2020 with
reservation number 4293.

Management'’s presentation will be followed by a question and answer period. To register your:
request to ask a question, press “1” followed by “4” on a touch-tone phone. The conference call
coordinator is immediately notified of all requests in the order in which they are made. The
coordinator will then introduce each questioner. If you would like to cancel your request, press
“1” followed by “3”. If you require assistance at any point during the call, press “0” or call the
ConferTech help line at 1-800-473-0602.

Contacts:
If you have any questions, please contact:

Keren Yun
Tel: (416) 956-5149  Email: kyun@northgateexploration.ca
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NORTHGATE PROJECTS RECORD PRODUCTION AND CASH COSTS FOR 2003

VANCOUVER, January 27, 2003 (All figures in US dollars except where noted) — Northgate
Exploration Limited (TSX: NGX) today released its production forecasts for 2003.

Highlights

e Northgate forecasts gold production of 294,000 ounces in 2003 from its Kemess South
mine, up 4% from the record 282,000 ounces of gold produced during 2002.

e The cash cost of production in 2003, net of by-product credits, is forecast to be $196 per
ounce, approximately $7 per ounce lower than the $203 per ounce cash cost achieved
during 2002 and consistent with the $192 per ounce cash cost achieved in the fourth
quarter.

e Mill production during 2003 is forecast to average 50,275 tonnes per day with the mill
operating at 90% availability as it has for each month during the second half of 2002.

e Northgate is proceeding to the pre-feasibility stage at Kemess North early in 2003 and
expects to complete a detailed feasibility study by the end of 2003.

¢ Northgate will invest between $1 — 2 million in exploration within the Kemess Camp during
2003.

Kemess South mine production is forecast to total 50 million tonnes of ore plus waste during
2003, with ore being mined primarily from the central and eastern regions of the existing pit and
significant overburden stripped commencing on the western edge of the existing pit in
preparation for accessing ore in future years. The stripping ratio during the year is projected to
be 1.7:1 compared with the average life of mine stripping ratio of 1.1:1.
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Metal production of 294,000 ounces of gold and 77.5 million pounds of copper is anticipated
from 18.4 million tonnes of ore. Metallurgical recoveries of 71.5% for gold and 82.5% for copper
have been projected. Using copper at $0.75 per pound and silver at $5.00 per ounce as by-
product credits, cash costs at the mine are projected to be $196 for the total year assuming a
Cdn$/US$ exchange rate of 1.55. The projected cash cost per ounce of gold in concentrate has
not been reduced by the capitalization of waste stripping in excess of the life of mine average.
In this respect, Northgate’'s cash costs are considered conservative relative to the costs
reported by other gold mining companies, which use the more common Gold Institute
methodology. Using the Gold Institute’s cash cost methodology, the cash cost of the Kemess
mine during 2003 would be $179 per ounce.

Quarterly gold output in 2003 will average 73,500 ounces, however production in the third
quarter of the year is forecast to be substantially above the average due to the milling of higher-
grade supergene ore, offsetting below average production of 64,000 ounces in the first quarter
when lower than average grade hypogene ore is scheduled for milling.

Mill production during 2003 is forecast to average 50,275 tonnes per day with the mill operating
at 90% availability as it has for each month during the second half of 2002.

During 2003, Kemess engineers will be working on two projects that will enhance the throughput
efficiency of the milling circuit. A trommel magnet will be installed on the ball mills to recover
small pieces of broken steel, thereby enhancing the grinding efficiency, and an expert computer
system will be integrated into the mill control system further optimizing operations and
performance.

By far the most important project that Northgate will undertake during 2003 will be feasibility
study work on the Kemess North project. Northgate plans to complete and release a pre-
feasibility study by the end of June and proceed with and complete a detailed feasibility study by
the end of the year. The projected cost of the feasibility work during 2003 is $2.5 million.

Exploration spending during 2003 should total between $1 — $2 million of which $1 million will
be funded using the proceeds of the flow-through share issue completed in December 2002.
Exploration will focus on the promising Nugget and Sovereign targets where gold-copper
porphyry mineralization was discovered in 2002. Both the Nugget and Sovereign are located to
the south, but proximal to the Kemess North deposit.
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Projected 2003 Kemess Mine Production

(100% of production basis) 4Q 02 2002 2003E
Tonnes mined (ore plus waste) 11,507,000 42,842,000 50,000,000
Tonnes milled (ore) 4,489,862 17,308,000 18,354,000
Average mill operating rate (tpd) 48,803 47,420 50,275
Gold grade (gmt) 0.730 0.724 0.697
Copper grade (%) 0.236 0.236 0.232
Gold recovery (%) 74 70 71.5
Copper recovery (%) 86 81 82.5
Gold production (ounces) 77,552 282,300 294,000
Copper production (000’s pounds) 20,264 72,900 77,500
Cash cost:

Full absorption method 192 204 196

Gold Institute method 190 192 179

Ken Stowe, President and CEO, commented, “In 2003, we will continue to create additional
value by building on the various operating and production records established at Kemess South
during 2002 and by completing feasibility work on Kemess North. We will also look to continue
our successful exploration program in the highly prospective portfolio of claims surrounding the
Kemess South mine. With prices for both gold and copper on the rise, 2003 should be an
excellent year for Northgate and its shareholders.”

Fekkdkdk

Northgate Exploration is in the business of mining and exploring for gold and copper, with a
focus on opportunities in North and South America. The Corporation's principal assets are the.
275,000-ounce per year Kemess South mine in north-central British Columbia and the adjacent
Kemess North deposit, which contains an inferred resource of 5.7 million ounces of gold and is
currently the subject of a feasibility study.

This news release contains certain forward-looking statements that reflect the current views and/or expectations of
Northgate Exploration Limited with respect to its performance, business and future events. Such statements are
subject to a number of risks, uncertainties and assumptions. Actual results and events may vary significantly.

For further information, please contact:

Mr. Ken G. Stowe
President and Chief Executive Officer
416-359-8641

Mr. Terry A. Lyons
Chairman
604-669-3141
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NORTHGATE REPORTS RECORD OPERATING RESULTS

VANCOUVER, January 9, 2003 - Northgate Exploration Limited (TSX: NGX) today reported
record quarterly and annual operating results from its Kemess South mine in British Columbia.

Highlights

e Kemess had record annual gold production of 282,300 ounces in 2002, including 77,500
ounces of production in the fourth quarter. In addition, Kemess had record annual copper
production of 72.9 million pounds, including 20.2 million pounds in the fourth quarter.

¢ Fourth quarter mill availability was 91% and has exceeded the operating target of 90% in
each of the past six months.

» New records for quarterly gold and copper recoveries were set during the fourth quarter of
2002. Gold and copper recoveries were 74% and 86%, respectively, compared to the:
previous records of 71% and 83% established in the second quarter of 2002. These higher
recoveries are a direct result of excellent performance of the two column flotation cells
commissioned in the second quarter, which has dramatically exceeded original
expectations.

* Average mill throughput for 2002 was 47,420 tonnes per day up over 12% from the 42,084
tonnes per day throughput recorded in 2001. Fourth quarter mill throughput was 48,803
tonnes per day compared with 46,920 in the same period of 2001.




Northgate Exploration Limited
News Release 2

2002 Kemess Mine Production Table

(100% of production basis) 4Q 02 4Q 01 2002 2001
Tonnes milled (ore) 4,489,862 4,316,659 17,308,000 15,361,000
Average mill operating rate (tpd) 48,803 46,920 47,420 42,100
Gold grade (gmt) 0.730 0.790 0.724 0.855
Copper grade (%) 0.236 0.255 0.236 0.251
Gold recovery (%) 74 65 70 66
Copper recovery (%) 86 78 81 77
Gold production (ounces) 77,552 71,452 282,300 277,100
Copper production (000’s pounds) 20,264 18,993 72,900 66,300

Ken Stowe, President and CEO, commented, “The various production records established in the
fourth quarter of 2002 are the result of the dedicated efforts of our management team over the
past two years as we have worked to unlock the true operating potential of the Kemess South
mine. In 2003, we will continue to optimize the Kemess operation with the installation of an
expert computer system in the mill to increase throughput and the commissioning of a new
production drill, which will dramatically improve blasting productivity in the open pit. In 2003, we
anticipate an increase in gold production to 294,000 ounces. Operational success at the
Kemess South mine and the prospects for reserve growth at Kemess North, combined with the
higher price of gold and our well-capitalized balance sheet, has positioned Northgate to
generate substantial, sustainable value for its shareholders.”

Fdkdedkkk

Northgate Exploration is in the business of mining and exploring for gold and copper, with a
focus on opportunities in North and South America. The Corporation's principal assets are the
275,000-ounce per year Kemess South mine in north-central British Columbia and the adjacent
Kemess North deposit, which contains an inferred resource of 5.7 million ounces of gold and is
currently the subject of a feasibility study.

This news release contains certain forward-looking statements that reflect the current views and/or expectations of
Northgate Exploration Limited with respect to its performance, business and future events. Such statements are
Subject to a number of risks, uncertainties and assumptions. Actual results and events ma y vary significantly.

For further information, please contact:

Mr. Terry A. Lyons Mr. Ken G. Stowe
Chairman President and Chief Executive Officer
604-669-3141 416-359-8641
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