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GOLD PRODUCTION 
(ounces) 

2001 HIGHLIGHTS 

> Record gold production of 

2 7 7 , 0 0 0 ounces 

> Kemess North exploration 

success almost doubled the 

inferred mineral resource 

> U S $ 1 0 0 mi l l ion project 

f inanc ing closed 

> C d n $ 1 4 0 mi l l ion equity 

f inanc ing arranged 

> Operational improvements 

made in the Kemess mil l to 

enhance availabil i ty and 

lower costs 

2002 OBJECTIVES 

> Cont inue to improve 

productivity and reduce 

operating costs 

> Signi f icant ly advance the 

Kemess North project 

> Develop other exploration 

opportunit ies in Brit ish 

Columbia 

> Maintain environmental 

compl iance and safety 

record 

COPPER PRODUCTION 
(millions lbs) 

99 OO 01 02(E) 

MILL THROUGHPUT 
(tonnes per da 

> New concentrate contract 

signed that increases net 

revenues and s impl i f ies 

45000 



MESSAGE TO OUR SHAREHOLDERS 

We are p leased to report that 

Northgate made t remendous s t r ides 

towards fu l f i l l i ng its long-term ob jec

t ives last year: 

> Record product ion and con t i nued 

improvements were ach ieved at 

the K e m e s s South m ine . 

> S ign i f i can t explorat ion s u c c e s s at 

the K e m e s s North project a lmos t 

doub led resource o u n c e s and 

shou ld enab le us to extend the 

life at K e m e s s . 

> T h e r e f i n a n c i n g of the K e m e s s 

a c q u i s i t i o n b r idge deb t was 

essen t i a l l y c o m p l e t e d w i th the 

a n n o u n c e m e n t at the e n d of t he 

year of a s u b s t a n t i a l equ i t y 

o f fe r ing . 

Operat ional ly, the management 

team at Kemess del ivered record pro

duct ion of 2 7 7 , 0 0 0 o u n c e s of go ld 

and 6 6 m i l l i on pounds of c o p p e r at 

an average c a s h cos t of $ 2 0 9 per 

ounce of go ld . Two s ign i f i can t cap i t a l 

i nves tmen ts were c o m p l e t e d du r i ng 

the year that wi l l prov ide long- term 

benef i ts to the Corpo ra t i on . The f irst 

project involved pe rmanen t repai rs to 

the two large bal l m i l l s in the c o n c e n 

trator, co r rec t i ng d e f i c i e n c i e s that 

ex is ted s i n c e c o m m i s s i o n i n g in 1 9 9 8 . 

By year -end , m i l l ava i lab i l i t y had 

inc reased by 3 . 5 % and fu ture annua l 

c a s h f low is expec ted to inc rease by 

approx imate ly $ 2 m i l l i o n . The other 

project saw the ins ta l la t ion of a s e c 

ond power t ransformer , w h i c h wi l l 

reduce the risk of p roduc t ion losses 

c a u s e d by a power d i s rup t ion at the 

K e m e s s s i te . 

In November, we reported the 

exc i t ing explorat ion results at Kemess 

North, where d i a m o n d d r i l l i ng has 

de l i nea ted an expanded inferred m i n 

eral resource of 4 4 2 m i l l i on tonnes 

c o n t a i n i n g 5 .7 m i l l i on o u n c e s of go ld 

and 2 . 2 b i l l i on pounds of copper . 

W i th in th i s resource , a h igh-grade 

porphyry zone of 1 7 0 mi l l i on tonnes 

wi th grades of 0 . 5 g rams per tonne of 

go ld and 0 . 2 9 % c o p p e r was ou t l i ned . 

T h e s e grades are c o m p a r a b l e to the 

reserve grade at K e m e s s S o u t h . 

By year-end, we announced a 

Cdn$140 mi l l ion equity f inanc ing and 

recapi ta l izat ion that, a long wi th the 

$ 1 0 0 m i l l i on synd i ca ted project loan, 

w h i c h c l o s e d in S e p t e m b e r , wi l l ref i 

nance the acqu i s i t i on br idge debt 

incur red to acqu i re the Corpora t ion 's 

interest in K e m e s s . A s part of the 

equ i ty f i n a n c i n g , approx imate ly 

C d n $ 5 . 4 m i l l i on of f low- through 

shares were i ssued to fund con t i nued 

exp lora t ion at K e m e s s North and 

other targets in 2 0 0 2 . These equ i ty 

t ransac t ions are expec ted to c lose by 

the end of M a r c h 2 0 0 2 , and wi l l 

es tab l i sh an appropr ia te equ i ty base 

for the long te rm. 

FINANCIAL RESULTS 
At year -end 2 0 0 1 , we de te rm ined it 

wou ld be appropr ia te to conver t to 

U S do l la rs as our repor t ing cur rency , 

cons i s ten t wi th o ther gofd m i n i n g 

c o m p a n i e s of our s i z e , our U S do l la r 

revenue s t ream and our sou rces of 

f i n a n c i n g . Acco rd ing l y , al l f i n a n c i a l 

f igures in th is report are in U S 

do l la rs un less o therw ise no ted . 

Dur ing the Corpora t ion 's f i rst fu l l 

year of repor t ing conso l i da ted operat

ing and f i nanc ia l resu l ts f rom the 

K e m e s s Sou th m i n e , c a s h f low f rom 

opera t ions (before c h a n g e s in work ing 

cap i ta l ) was $ 1 3 , 4 3 5 , 0 0 0 , a sub 

s tan t ia l improvement c o m p a r e d wi th 

a de f i c i t of $ 1 7 , 7 9 8 , 0 0 0 in 2 0 0 0 

when Nor thgate he ld a royalty in terest 
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in the m ine . Net loss for 2 0 0 1 was 

$ 9 , 9 1 2 , 0 0 0 or $ 0 . 5 8 per share c o m 

pared wi th a net loss of $ 2 2 , 9 9 0 , 0 0 0 

or $ 0 . 7 6 per share in 2 0 0 0 . These 

resu l ts represent an improvemen t over 

those in 2 0 0 0 and wou ld have been 

s ign i f i can t l y better were it not for a 

fa l l in the pr ice of both coppe r and 

go ld du r i ng the year. 

Wh i l e these f i n a n c i a l resu l ts are 

unsat is fac tory , the opera t ing improve

men ts ach ieved du r i ng the last two 

years at the K e m e s s Sou th m i n e are 

s u s t a i n a b l e and wi l l be re f lec ted in 

our fu ture opera t ing resu l ts . Improved 

meta l p r i ces , wh i le d i f f i cu l t to pre

d i c t , w i l l a lso have a s ign i f i can t 

impac t on our resu l ts . 

MARKET REVIEW 
G o l d p r i ces on the London B u l l i o n 

Marke t ranged between $ 2 5 6 and 

$ 2 9 3 , averag ing $ 2 7 1 per o u n c e dur

ing 2 0 0 1 , e ight do l la rs less than the 

prev ious year. G o l d p r i ces responded 

negat ive ly to the st rength of the U S 

dol lar in the f i rst half of the year, 

before s p i k i n g to $ 2 9 3 in S e p t e m b e r 

as a resul t of the terror ist a t tacks in 

the U n i t e d S ta tes . Ear ly in 2 0 0 2 , 

sen t imen t towards go ld improved as a 

resul t of c o n c e r n s about the heal th of 

the U S economy, the J a p a n e s e bank

ing sys tem and genera l uncer ta in ty in 

wor ld f i n a n c i a l marke ts . 

C o p p e r p r i ces d e c l i n e d s tead i l y 

du r i ng 2 0 0 1 as c o n c e r n s about a 

wor ld recess ion grew, t o u c h i n g a low 

of $ 0 . 6 0 per pound before recover ing 

s l igh t ly to end the year at $ 0 . 6 6 per 

p o u n d . The average pr ice in 2 0 0 1 

was $ 0 . 7 2 per pound down f rom 

$ 0 . 8 2 in 2 0 0 0 . Even though 

inventor ies of c o p p e r on major wor ld 

exchanges were re lat ive ly h igh at the 

end of the year, four years of low 

pr i ces have reduced the n u m b e r of 

c o p p e r deve lopmen t pro jec ts . Wi th no 

new major c o p p e r m i n e s under c o n 

s t ruc t i on , we expec t the c o p p e r p r ice 

to respond d rama t i ca l l y as the wor ld 

e c o n o m y s t reng thens and d e m a n d for 

c o p p e r meta l p i c k s up . 

OBJECTIVES AND OUTLOOK 
With the resource base a round our 

K e m e s s opera t ion a p p r o a c h i n g ten 

m i l l i on o u n c e s of go ld , we are exc i ted 

about the prospec t of e s t a b l i s h i n g a 

new and s ign i f i can t go ld m i n i n g c a m p 

in Nor th A m e r i c a . 

A s we go forward , we wi l l lever

age our low r isk, low cost m i n i n g 

operat ion to create shareho lde r va lue . 

In th i s regard, our seasoned manage 

ment t eam wi l l c o n t i n u e to look for 

ways to bu i l d on the progress m a d e 

last year at K e m e s s by fur ther op t i 

m i z i n g opera t ions , keep ing a s t r ic t 

f ocus on cost con t ro ls and m a i n t a i n 

ing env i ronmen ta l c o m p l i a n c e . 

We be l ieve that the loca t ion of 

our p r i nc ipa l asse ts in Br i t i sh 

C o l u m b i a prov ides Nor thgate w i th a 

compe t i t i ve advantage over its i ndus 

try peers . These benef i t s i n c l u d e a 

favourab le po l i t i ca l , regulatory and 

b u s in e s s env i ronmen t and good 

a c c e s s to sk i l l ed labour and other 

resources . 

We wi l l cap i ta l i ze on the exce l len t 

explorat ion potent ia l su r round ing the 

K e m e s s Sou th m ine wi th an expanded 

d r i l l i ng program at K e m e s s Nor th 

c o m m e n c i n g in J u n e . A regional 

explorat ion program is a lso be ing in i t i 

a ted to examine other targets near 

K e m e s s Nor th . We encourage you to 

review the 2 0 0 2 Exp lora t ion and 

Corporate Deve lopment Ini t iat ives s e c 

t ion con ta ined in th is report to ob ta in 

more in format ion about our exp lo

rat ion and deve lopment ac t i v i t i es . 

Over the last year, we were a lso 

encou raged that the equ i ty marke ts 

began to recogn ize the unde r l y i ng 

asset va lue of the K e m e s s S o u t h 

m ine and the potent ia l of K e m e s s 

Nor th . Th i s resu l ted in a 5 9 % 

inc rease in the Nor thgate c o m m o n 

share p r ice in 2 0 0 1 . In the year 

a h e a d , we be l ieve that the p rospec ts 

for h igher go ld and c o p p e r p r i ces are 

the best they have been for years and 

sha reho lde rs are we l l pos i t i oned to 

benef i t f rom these d e v e l o p m e n t s 

th rough the i r i nves tment in the 

K e m e s s proper t ies . 

On beha l f of the board and m a n 

agemen t of Nor thgate , we wou ld l ike 

to express app rec ia t i on to our 

e m p l o y e e s who have con t r i bu ted to 

the a c h i e v e m e n t s of the Corpora t ion 

over the last year. 

Terry A . Lyons 

Chairman 

K e n n e t h G . S towe 

President and Chief Executive Officer 

February 2 2 , 2 0 0 2 
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KEMESS SOUTH 

The K e m e s s South m ine is 

Nor thgate 's p r i nc ipa l opera t ion . The 

mine prov ides the Corpora t ion wi th a 

low r isk, low cost core asset f rom 

w h i c h it can expand its opera t ions . 

The K e m e s s m i n i n g and m i l l i n g 

comp lex is located in the moun ta i ns 

of nor th-cent ra l B r i t i sh C o l u m b i a , 

Total metal production 

for the year was a 

record 277,000 ounces 

of gold and 66 million 

pounds of copper. 

4 3 0 k i lomet res northwest of P r i nce 

George. T h e c o m p l e x c o n s i s t s of the 

K e m e s s S o u t h open pit m ine and a 

4 8 , 0 0 0 tonnes per day m i l l . 

A s a result of m a n a g e m e n t ' s c o n 

t i nued focus on o p t i m i z i n g m i n i n g 

and m i l l i n g opera t ions , record pro

duc t i on of 2 7 7 , 0 0 0 o u n c e s of go ld 

and 6 6 mi l l i on pounds of c o p p e r was 

recorded in 2 0 0 1 . 

GEOLOGY 

The K e m e s s Sou th depos i t is a large 

go ld -coppe r porphyry c o n t a i n i n g 

proven reserves of 1 3 3 mi l l i on 

tonnes . T h e K e m e s s Sou th depos i t is 

f la t - ly ing and has un i fo rm gold and 

copper g rades th roughout . These 

cha rac te r i s t i c s make the ore reserve 

re lat ively insens i t i ve to c h a n g e s in 

meta l p r i ces . The depos i t con ta ins 

three p r inc ipa l types of ore: a pr i

ma ry -su lph ide hypogene ore; a 

coppe r -en r i ched secondary s u l p h i d e 

ore; a n d , an ox id ized leach cap ore. 

Current ly , the hypogene ore m a k e s up 

approx imate ly 8 5 % of the ore body. 

MINING OPERATIONS 

The K e m e s s Sou th open pit has a 

conven t iona l m ine p lan wi th 15 metre 

benches and 4 5 degree s lope ang les . 

Two shove ls and a loader supp l y ore 

and waste to the f leet of 13 E u c l i d 

hau lage t r ucks , w h i c h move ore to the 

pr imary c rusher and waste rock to 

e i ther storage d u m p s or to the ta i l 

ings d a m . Dur ing 2 0 0 1 , m i n i n g act iv

i t ies f ocused pr imar i l y on the eastern 

and northern regions of the pit where 

3 3 m i l l i on tonnes of ore and waste 

were m i n e d . Two add i t i ona l E u c l i d 

haulage t rucks were c o m m i s s i o n e d at 

the end of the year to increase m i n 

ing capac i t y to over 4 4 mi l l i on tonnes 

per year. 

MILLING OPERATIONS 

Hypogene , supergene and leach cap 

ores are p rocessed us ing conven t iona l 

c rush ing , g r i nd ing and f lo ta t ion 

t e c h n i q u e s to p roduce go ld -copper 

concen t ra tes wi th a minor by-produc t 

s i lver va lue . B a s e d on a nomina l 

p roduc t ion rate of 4 8 , 0 0 0 t onnes of 

ore per day or 1 7 . 5 m i l l i on tonnes of 

ore per year, average annua l meta l 

p roduc t ion is forecast to be 

The P&H2800 shovel has the capacity to 
load 80,000 tonnes per day. 
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2 7 5 , 0 0 0 ounces of gold and 

7 4 mi l l i on pounds of copper con ta ined 

in 1 4 0 , 0 0 0 tonnes of concent ra te . 

R u n - o f - m i n e ore is c r u s h e d by a 

pr imary gyratory c rushe r located ad ja 

cen t to the open pit . C r u s h e d ore is 

conveyed to a s t o c k p i l e and fed to 

two para l le l g r i nd ing c i r cu i t s , each 

opera t ing at a nom ina l rate of 

2 4 , 0 0 0 t onnes per day. E a c h g r ind 

ing c i r cu i t c o n s i s t s of one s e m i - a u t o 

genous g r i nd ing mi l l and one bal l 

m i l l in c o m b i n a t i o n . 

Rougher f lo tat ion cons is ts of four 

paral lel rows, each with seven f lotat ion 

ce l l s . Rougher concent ra tes are 

reground before be ing upgraded in 

three c l ean ing stages. C leaner c o n c e n 

trates are pumped to a concent ra te 

th ickener and then to two plate f i l ter 

presses, w h i c h reduce the moisture 

conten t in the f ina l concen t ra te p rod

uct to 7 - 8 % by weight . 

M i l l ta i l i ngs are p u m p e d through 

one of two para l le l p ipe l i nes to the 

ta i l i ngs i m p o u n d m e n t fac i l i t y located 

in the Sou th K e m e s s Creek val ley, 

seven k i lomet res f rom the m ine and 

process p lant . The ta i l i ngs are pe rma

nent ly con ta i ned by a zoned ear th -

f i l led e m b a n k m e n t dam cons t ruc ted 

across the val ley. T h e ta i l i ngs 

i m p o u n d m e n t has an u l t ima te des ign 

capac i t y of approx imate ly 2 2 0 mi l l i on 

tonnes of ta i l i ngs . 

Des ign eng inee r i ng , as wel l as 

qua l i ty assu rance and qua l i ty cont ro l 

dur ing cons t ruc t i on of the ta i l i ngs 

i m p o u n d m e n t , is per formed by an 

independen t consu l t an t and reviewed 

fur ther by an i ndependen t panel c o m 

pr ised of three indust ry exper ts . 

CONCENTRATE MARKETING 

K e m e s s copper-go ld concent ra te is 

t rucked in bulk approx imate ly 

3 8 0 k i lometres by gravel road to a rail 

spur at M a c k e n z i e , Br i t i sh C o l u m b i a . 

Dur ing 2 0 0 1 , concent ra te was loaded 

into covered gondo la ra i lcars and 

t ranspor ted to the Port of Vancouver , 

where it was t ransferred to o c e a n 

go ing vesse ls for sh i pmen t overseas. 

K e m e s s concen t ra te , con ta i n i ng 

2 0 - 3 0 % copper and 5 0 - 1 5 0 grams 

per tonne of go ld , is an at t ract ive 

feed for a large numbe r of in te rna

t iona l c u s t o m sme l te rs . 

In S e p t e m b e r 2 0 0 1 , the 

Corporat ion agreed to a two-year c o n 

cent ra te sa les agreement wi th 

No randa Inc. cover ing 1 0 0 % of the 

produc t ion f rom the K e m e s s South 

Specially designed trucks haul concentrate 
from the Kemess South mine to the rail
head at Mackenzie and backhaul fuel and 
grinding steel to the mine site. 

mine . Unde r th i s agreement , c o n c e n 

trate wi l l be t ranspor ted by rail to the 

H o m e smel te r in R o u y n - N o r a n d a , 

Q u e b e c s tar t ing in February 2 0 0 2 . 

SAFETY AND ENVIRONMENT 

In 2 0 0 1 , the K e m e s s S o u t h mine 

in t roduced the P rac t i ca l Loss Contro l 

Leadersh ip P rog ram, w h i c h is 

des igned to f o rma l i ze the 
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invest igat ion and ana lys i s of i nc i den t s 

that involve d a m a g e to personne l or 

property. 

Th i s program, c o m b i n e d wi th the 

" F i v e Po in t Safe ty S y s t e m " intro

d u c e d in 2 0 0 0 , con t r i bu ted to the 

d ramat i ca l l y improved safety and pro

duct iv i ty pe r fo rmance at the m ine in 

2 0 0 1 . Dur ing the year, the m ine 

recorded only one los t - t ime injury, 

mak ing it one of the sa fes t m i n e s in 

Br i t i sh C o l u m b i a . 

Northgate actively manages the impact 
that its mining operations have on the sur
rounding environment. 

K e m e s s reached another env i ron

menta l m i les tone last year with the 

s u c c e s s f u l deact iva t ion of the 

3 8 0 k i lometre power l ine corr idor to 

the mine s i te , fu l f i l l i ng its c o m m i t 

ment to the B . C . Government . K e m e s s 

also rema ined in c o m p l i a n c e wi th all 

of its opera t ing permi ts dur ing the 

year. The f i sher ies e n h a n c e m e n t pro

grams, in i t ia ted in 1 9 9 9 , con t i nued to 

operate with great s u c c e s s . 

RESERVES 

The minera l reserve es t ima tes for the 

K e m e s s Sou th m ine are re -ca l cu la ted 

annua l l y by t echn i ca l staff at the 

K e m e s s Sou th m ine and have been 

reviewed by MRDI C a n a d a , a d iv is ion 

of A M E C E & C Serv i ces , an i n d e p e n 

dent c o n s u l t i n g f i rm . Reserve and 

resource es t ima tes as at the end of 

2 0 0 1 for K e m e s s Sou th and K e m e s s 

North are shown in the tab le below. 

The Kemess South mine 

was one of the safest 

mines in British 

Columbia during 2001. 

The gold grade in the reserve 

es t imate at K e m e s s Sou th for the 

year e n d e d D e c e m b e r 3 1 , 2 0 0 1 has 

been inc reased by 1 0 % c o m p a r e d 

wi th the reserve es t imate of one year 

ago. T h i s subs tan t i a l inc rease is 

ref lect ive of the c u m u l a t i v e opera t ing 

history of the m ine s ince 1 9 9 8 and 

the reconc i l i a t i on of the or ig inal d i a 

mond dr i l l hole data wi th b last hole 

and mi l l p roduc t ion assays . 

The K e m e s s Sou th reserves and 

resources were c a l c u l a t e d us ing meta l 

pr ices of $ 3 2 5 per ounce for go ld 

and $ 0 . 9 5 per pound for c o p p e r and 

MINERAL RESERVES AND RESOURCES no 

Category 

Quantity At 

Dec. 3 1 , 2001 
(tonnes) 

Grades 

Gold Copper 
(g/mt) (%) 

Contained Meta ls 

Gold Copper 
(ounces) (000's lbs) 

K e m e s s South 

Resou rces (in add i t ion to reserves) 

K e m e s s South 

K e m e s s North 

Proven 1 3 2 , 5 8 7 , 7 8 9 

Ind icated 5 6 , 0 0 0 , 0 0 0 

Inferred 4 4 2 , 0 0 0 , 0 0 0 

0 . 7 0 4 0 . 2 3 3 3 , 0 0 1 , 0 0 0 6 8 1 , 0 0 0 

0 . 3 9 0 0 . 1 6 1 7 0 3 , 0 0 0 2 0 0 , 0 0 0 

0 . 4 0 0 . 2 3 5 , 7 0 0 , 0 0 0 

Reserve Notes: 
1. The preceding mineral reserve and resource est imates are prepared in accordance with the " C I M Standards On Minera l Resources and Mineral 

Reserves, Def ini t ions and Gu ide l i nes " adopted by the C IM counc i l on August 2 0 , 2 0 0 0 , us ing c lass ica l and/or geostat ist ical methods, plus appro
priate m in ing parameters and the fol lowing economic parameters: Exchange rate C d n $ / U S $ 1 . 5 0 ; Gold pr ice U S $ 3 2 5 per ounce; Copper price 
U S $ 0 . 9 5 per pound; Si lver price U S $ 5 per ounce. 

2 . There are no known env i ronmenta l , permi t t ing, legal, taxat ion, po l i t i ca l , or other relevant issues that would affect the est imates of the mineral 
reserves. 

3 . The mineral reserve est imates for Kemess South were prepared by Greg Tucker, Chief Mine Engineer, Kemess M ines L td. Mr. Tucker is a member 
of the Professional Engineers of Ontar io and has 16 years of exper ience in mine p lann ing and reserve es t imat ion. 

4 . The mineral resource est imates for Kemess South and Kemess North were prepared by Mike Hibbi t ts , Chief Geologist , Kemess M ines L td. and ver
if ied by Maryse Belanger ( B S c Geology), Chief Geologist for MRDI Canada , a div is ion of A M E C E&C Serv ices. Ms . Belanger is a member of the 
Assoc ia t ion of Geosc ien t is ts of Ontario and is a qual i f ied person as def ined in Nl 4 3 - 1 0 1 . 

5. Northgate Explorat ion L imi ted has a 9 5 % equi ty interest in Kemess M ines Ltd. , the company that holds the Kemess South mine and various ex 
ration c la ims inc lud ing those upon which the Kemess North deposi t is located. 
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a C a n a d i a n / U S do l la r exchange rate 

of 1 .50 . Due to the f lat ly ing ore 

body and the un i form nature of go ld 

and copper g rades , the ore reserve is 

re lat ively insens i t i ve to c h a n g e s in 

meta l p r i ces . For i ns tance , a $ 2 5 per 

ounce reduc t ion in the go ld pr ice 

a s s u m p t i o n to $ 3 0 0 per ounce wou ld 

reduce the reserves by 1.5 m i l l i on 

tonnes of ore c o n t a i n i n g only 2 1 , 0 0 0 

o u n c e s of go ld . 

CONTINUOUS IMPROVEMENT 

Northgate managemen t st r ives to 

reduce opera t ing cos ts and e n h a n c e 

revenues at the K e m e s s Sou th m ine 

in order to ma in ta i n its compe t i t i ve 

pos i t ion and e n h a n c e va lue for share

ho lders . A s our knowledge of the ore 

body and our opera t ing expe r ience 

inc rease , we con t i nue to ident i fy new 

oppor tun i t i es for improvement . 

At the beg inn ing of 2 0 0 0 , when 

Nor thgate acqu i r ed its interest in the 

K e m e s s S o u t h m ine , m a n a g e m e n t put 

in p lace an a m b i t i o u s tu rnaround 

plan to improve opera t ions . Pr io r i t ies 

i nc l uded i nc reas ing the ava i lab i l i t y of 

the m i n i n g e q u i p m e n t , a c h i e v i n g 

higher mi l l t h roughpu t and meta l lu r 

g ica l recover ies and improv ing the 

qual i ty of the go ld -copper concen t ra te 

p roduc t ion . The resu l ts of these 

efforts have been d rama t i c , i nc reas ing 

annua l i zed cash f low by $ 1 3 m i l l i on . 

Dur ing 2 0 0 1 , Nor thgate invested 

$ 1 . 4 m i l l i on to make permanen t 

repairs to the two large bal l m i l l s , 

wh ich are part of the g r i nd ing c i rcu i t 

at the K e m e s s Sou th m ine . These 

repairs cor rec ted d e f i c i e n c i e s that 

were c rea ted by improper c o m m i s 

s ion ing in 1 9 9 8 . Fo l low ing c o m p l e 

t ion of these repairs in the th i rd quar

ter, m i l l ava i lab i l i t y i nc reased . 

Throughpu t averaged a lmos t 4 7 , 0 0 0 

tonnes per day in the fourth quarter, 

up f rom an average of 4 0 , 4 0 0 tonnes 

per day in the f i rst three quar ters . In 

future years, the approx imate 3 . 5 % 

increase in mi l l ava i lab i l i t y wi l l 

increase annua l c a s h f low by more 

than $ 2 . 0 m i l l i on . 

Desp i te the s ign i f i can t improve

ments m a d e at K e m e s s s i n c e it was 

a c q u i r e d , Nor thgate has iden t i f i ed a 

number of oppor tun i t i es to fur ther 

increase returns f rom the m ine . 

In the f irst half of 2 0 0 2 , two new 

c o l u m n f lo ta t ion ce l l s are be ing 

ins ta l led in the m i l l , at a cost of 

$ 5 0 0 , 0 0 0 , to fur ther inc rease gold 

and c o p p e r recover ies, and the copper 

concen t ra te grade. 

Pe rhaps the most s i gn i f i can t pro

ject underway is the cons t ruc t i on of a 

s m a l l p rocess ing plant at the ta i l i ngs 

i m p o u n d m e n t d a m to s ize and c lean 

a port ion of the ex is t i ng mi l l t a i l i ngs . 

The c l e a n , s a n d - s i z e d produc t pro

d u c e d by the p lant wi l l be used as f i l l 

mater ia l in the ongo ing cons t ruc t i on 

The primary haulage equipment at Kemess is 
the Canadian-made Euclid R260 truck. Tire 
life on each of the 13 trucks in the fleet has 
been doubled since Northgate acquired the 
mine. 

of the ta i l i ngs d a m . T h i s cons t ruc t i on 

t e c h n i q u e has been used by other 

m ines in Br i t i sh C o l u m b i a for many 

years. By adop t i ng th is t e c h n i q u e at 

K e m e s s , the u l t ima te d a m height wi l l 

be reduced and future cap i ta l expen 

d i tu res on d a m cons t ruc t i on wi l l be 

reduced by one- th i rd . The char t be low 

shows h is tor ic improvemen ts and the 

potent ia l impac t of fu ture in i t ia t ives . 
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KEMESS NORTH PROJECT 

The K e m e s s North depos i t is 

Nor thgate 's most impor tant exp lo

rat ion and deve lopmen t pro ject . It 

was acqu i r ed a long with the K e m e s s 

Sou th m ine and has s i n c e been s ig 

n i f i can t ly a d v a n c e d . 

The s u c c e s s f u l deve lopmen t of 

K e m e s s North wi l l enab le Nor thgate 

to extend the produc t i ve l i fe of the 

in f rast ructure located at the K e m e s s 

South m ine by subs tan t i a l l y a d d i n g to 

the Corpora t ion 's low cost reserves. 

In 2 0 0 0 , Nor thgate d r i l l ed a 

total of 12 d i a m o n d dr i l l ho les to 

dep ths of approx imate ly 5 0 0 metres 

and iden t i f i ed a h igh-grade porphyry 

dome wi th an average grade of 

0 . 2 4 7 % copper and 0 . 3 8 3 g rams per 

tonne of g o l d . Th i s d iscovery es tab

l ished a s ign i f i can t m inera l resource 

at K e m e s s North of 3 6 0 m i l l i on 

tonnes and con f i rmed that K e m e s s 

North is a larger s is ter depos i t of 

K e m e s s S o u t h that has not been 

eroded by g lac ia l act iv i ty and wea th 

er ing as K e m e s s Sou th has. 

Dur ing 2 0 0 1 , Nor thgate c o m 

pleted a fur ther 1 6 - h o l e , 8 , 2 0 0 

(Au EQUIVALENT C 

KEMESS NORTH 

CROSS SECTION 10250E 
(Looking West) 

metre d i a m o n d dr i l l program wi th the 

goal of de l i nea t i ng the extent of the 

h igh-grade porphyry dome s t ruc ture 

d iscovered the prev ious year. The 

resul ts were d r a m a t i c . K e m e s s North 

was expanded to an inferred resource 

wi th 4 4 2 m i l l i on t onnes con ta i n i ng 

Within the Kemess North 

resource, a higher grade 

zone of 170 million 

tonnes grading 0.50 

grams per tonne of gold 

and 0.29% copper was 

discovered. 

5.7 m i l l i on o u n c e s of go ld and 2 . 2 

b i l l ion pounds of copper . Current ly , 

the depos i t is s t i l l open at dep th and 

a long s t r i ke . 

Wi th expanded knowledge from 

the 2 0 0 1 d r i l l i ng c a m p a i g n , 

The 2001 block model section for Kemess 
North shows the high grade porphyry dome 
in red, ivhich is 200 to 250 metres thick. 
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Northgate has deve loped a geo log ica l 

mode l for the immed ia te v ic in i t y sur

round ing K e m e s s Nor th . The mode l 

pred ic ts that the K e m e s s East target, 

located 6 0 0 metres to the sou theas t , 

is the fau l ted-of f eastern ex tens ion of 

the K e m e s s North depos i t and that 

The drilling season at Kemess North lasts 
from June through October. 

the Nugget S h o w i n g , a su r face al ter

at ion loca ted 1.1 k i lomet res to the 

west , is the western ex tens ion of the 

depos i t . G e o c h e m i c a l and a i rborne 

geophys i ca l surveys suppor t th i s 

theory. 

Due to its proximity to the 

K e m e s s South m ine , the potent ia l 

capi ta l cost of br ing ing the K e m e s s 

North depos i t into p roduc t ion , when 

reserves at K e m e s s South are 

exhaus ted , would be s ign i f i can t ly less 

than a comparab le greenf ie ld project 

of s im i l a r s i ze . Northgate has es t i 

mated th is cost to be approx imate ly 

$ 1 2 5 mi l l i on . S l igh t ly more than one-

half of th is s u m would be devoted to 

pre-s t r ipp ing of overburden and waste 

rock and the ba lance to the cons t ruc 

t ion of an ore conveyer l ink between 

K e m e s s North and the ex is t ing m i l l . 

Deve lopmen t of K e m e s s North 

wou ld beg in with p re -s t r ipp ing of the 

depos i t us ing e q u i p m e n t su rp lus to 

the K e m e s s Sou th m ine as the s t r ip 

p ing ratio d rops towards the end of 

its l i fe and c u l m i n a t e wi th the re loca

t ion of the main c rusher to K e m e s s 

North at the end of the K e m e s s Sou th 

mine l i fe. 

Kemess North 

Conceptual Development Schedu le 

2 0 0 3 Infill dril l ing and feasibility 

study 

2004 -05 Permitting 

2006 Detailed engineering 

2007-08 Pre-strip, tunnel construction 

2009 Relocate primary crusher and 

production start-up 

P re l im ina ry me ta l l u rg i ca l resu l ts 

ind ica te that the K e m e s s North hypo-

In 2002, further drilling 

and metallurgical test 

work will advance the 

Kemess North project to 

a point where a 

feasibility study can be 

initiated. 

gene ore is softer and c a n be m i l l ed 

at a subs tan t i a l l y h igher rate than the 

ore at K e m e s s S o u t h . Greater mi l l 

th roughput , c o m b i n e d wi th the reduc 

t ion in opera t ing cos ts assoc ia ted 

with us ing the K e m e s s Sou th pit for 

ta i l i ngs d i s p o s a l , s h o u l d make the 

uni t opera t ing cos t c o m p a r a b l e to 

those at K e m e s s S o u t h . 

Northgate generated over 8,200 metres of 
diamond drill core in 2001 while exploring 
Kemess North. 
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In 2 0 0 2 , Nor thgate p lans to expand 

its exp lorat ion and corporate deve lop 

ment ac t i v i t ies . 

KEMESS NORTH 

A total of $ 3 . 5 m i l l i on wi l l be spen t 

on exp lora t ion in the prov ince of 

Br i t i sh C o l u m b i a . Th i s money has 

The primary focus of our 

exploration efforts is the 

existing 65,000 acre 

land package surround

ing the Kemess South 

mine. 

been p re - funded th rough the i ssuance 

of f low- through c o m m o n shares 

a n n o u n c e d in D e c e m b e r 2 0 0 1 . 

The pr imary focus of our 2 0 0 2 

explorat ion program is the ex is t ing 

land package su r round ing the Kemess 

South m ine , i nc lud ing K e m e s s Nor th , 

the Nugget Show ing and K e m e s s East , 

where 3 4 , 0 0 0 metres of d i amond 

dr i l l ing is p lanned between J u n e and 

October. The object ive of the dri l l pro

gram is to increase the size of the 

inferred resource at K e m e s s North by 

es tab l i sh ing the u l t imate extent of the 

high-grade porphyry m inera l i za t ion , 

wh ich is bel ieved to under l ie the go ld -

copper pyri t ic halo. Add i t i ona l meta l 

lurg ical test work on dri l l core recov

ered dur ing the program is also 

p lanned . 

T00D0GG0NE REGIONAL 

REVIEW 

The secondary f ocus of Nor thgate 's 

exp lorat ion strategy is the broader 

Toodoggone region of Br i t i sh 

C o l u m b i a , w h i c h Nor thgate be l ieves 

to be underexp lo red , re f lec t ing both a 

Nortlignte's geologists have developed spe
cialized knowledge of the geology of the 
Toodoggone region. 

lack of regional in f ras t ruc ture (pre-

K e m e s s ) and s ign i f i can t l y lower 

exp lorat ion act iv i ty du r i ng the last ten 

years. The region is highly prospect ive 

and known to con ta in favourab le geo l 

ogy that can host a var iety of gold 

and copper -go ld -s i l ve r m ine ra l i za t i on . 

Dur ing 2 0 0 2 , Nor thgate p lans to 

employ the latest in geophys ica l t e c h 

nologies to ident i fy new targets w i th in 

the Toodoggone region and other 

se lec ted regions of Br i t i sh C o l u m b i a . 

Exp lora t ion wi l l be c o n d u c t e d over 

large areas by air us ing the same 

hyperspect ra l imag ing sys tems that 

have been u t i l i zed s u c c e s s f u l l y by 

other c o m p a n i e s in the C a n a d i a n arc

t i c . Nor thgate is also e x a m i n i n g the 

potent ia l for us ing deep penet ra t ing 

e lec t romagne t i c (EM) s c a n n i n g to 

locate subsu r f ace porphyry depos i ts in 

the K e m e s s region that were not 

detec ted when the f irst geophys ica l 

surveys were done over 2 0 years ago. 

STRATEGIC PARTNERSHIPS 

Northgate 's ownersh ip of the K e m e s s 

South mine provides the Corporat ion 
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with a strategic advantage in the 

Toodoggone region, both in terms of 

our abi l i ty to conduc t low cost explo

ration f rom our operat ing base and our 

abi l i ty to develop smal ler , lower grade 

mines us ing the e c o n o m i c leverage 

provided by our ex is t ing assets . 

S u b s e q u e n t to the year -end, 

Northgate announced that it had 

agreed to par t ic ipate 

in a st rategic a l l i ance 

with Doublestar 

Resources L td . and 

Procon M i n i n g and 

Tunne l i ng L td . to 

under take a f eas ib i l 

ity s tudy on the 

deve lopment of the 

deposi t , located 6 5 k i lometres f rom 

the K e m e s s South m ine . Doublestar 

es t imates that the Sus tu t depos i t has 

a total resource of 5 .9 mi l l i on tonnes 

of ore grad ing 1 .9% copper and 

6 .11 grams per tonne of si lver. It is 

env is ioned that Sus tu t ore wou ld be 

sh ipped to the K e m e s s mi l l for cus tom 

process ing a long with the current 

Kemess Sou th ore. The feas ib i l i t y 

s tudy is expected to be comp le ted by 

the end of 2 0 0 2 . 

Sus tu t copper 

Kemess North, Kemess 

East and Nugget 

Showing are ail part of 

one large porphyry 

system along an east-

west trend. 

N U G G E T S H O W I N G 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

OVERVIEW 
Northgate Explorat ion L imi ted ("Northgate" or the 

"Corporat ion") is in the business of min ing and exploring for 

gold and copper, with a focus on opportuni t ies in North and 

South Amer i ca . The Corporat ion's pr incipal assets are its 

interests in the 2 7 5 , 0 0 0 ounce per year Kemess South mine 

in north-central Br i t ish Co lumbia and the adjacent Kemess 

North project, where the Corporation made a s igni f icant 

exploration discovery in 2 0 0 1 . 

The Corporation is currently focussing its exploration 

activit ies within its land position surrounding the Kemess 

South mine, with a speci f ic focus on a porphyry gold-copper 

deposit located 5 .5 ki lometres north of the mine site cal led 

Kemess North. The Corporation also has numerous other tar

gets within its large land holdings, which wil l be explored 

starting in 2 0 0 2 . 

RESULTS OF OPERATIONS 
For the year ended December 3 1 , 2 0 0 1 , the Corporation 

recorded a consol idated net loss of $ 9 , 9 1 2 , 0 0 0 or $ 0 . 5 8 

per share after taking into account interest on capital secur i 

t ies, compared with a conso l idated net loss of $ 2 2 , 9 9 0 , 0 0 0 

or $ 0 . 7 6 per share in 2 0 0 0 . The per share data is based on 

a weighted average number of shares outstanding of 

3 0 , 2 5 1 , 1 5 6 in 2 0 0 1 and 3 0 , 2 4 8 , 2 4 6 in 2 0 0 0 . 

Kemess South Mine 

Production at the Kemess South mine totalled 2 7 7 , 1 0 0 ounces 

of gold and 6 6 mil l ion pounds of copper during 2 0 0 1 . This 

compares with 2 2 6 , 0 0 0 ounces of gold and 50 mil l ion pounds 

of copper in 2 0 0 0 . 

The fol lowing table provides a summary of operations 

dur ing 2 0 0 1 compared with 2 0 0 0 : 

(100% production basis) 2001 2000 

Tonnes mined (ore plus waste) 32,959,000 3 4 , 6 1 9 , 0 0 0 

Tonnes milled (ore) 15,361,000 14 ,138 ,000 

Tonnes milled per day 42,100 3 8 , 6 0 0 

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 2 2 6 , 0 0 0 

Copper production (000's lbs) 66,300 50 ,400 

Higher mil l throughput and improving metal recoveries 

were achieved in 2 0 0 1 , largely as a result of operat ing 

improvements made in the mil l dur ing 2 0 0 0 . These improve

ments, combined with gold grades that were 1 4 . 3 % higher 

than expected, led to record production of both gold and 

copper dur ing 2 0 0 1 . 

In 2 0 0 2 , the Kemess South mine is forecast to produce 

2 9 5 , 0 0 0 ounces of gold and 8 4 mil l ion pounds of copper at a 

cash operating cost of approximately $ 1 7 6 per ounce, net of 

copper by-product credits calculated at a price of $ 0 . 7 0 per 

pound. These forecasts reflect the addit ion of two new haulage 

trucks and repairs to the grinding circuit completed in 2 0 0 1 . 

2001 Versus 2000 

On December 3 1 , 2 0 0 0 , the Corporation acquired a 9 5 % 

equity interest in Kemess Mines Ltd. On January 1, 2 0 0 1 , 

the Corporation began to consol idate the income statement 

and statement of cash flows for Kemess Mines Ltd. 

Revenue and operating expenses: Northgate's revenues for 

2 0 0 1 were $ 9 8 , 3 6 3 , 0 0 0 and operat ing expenses were 

$ 7 1 , 5 7 9 , 0 0 0 . As this was the first year that results from the 

Kemess South mine were consol idated, there are no compa

rable f igures for 2 0 0 0 . 2 0 0 1 revenues were enhanced by 

approximately $ 7 . 7 mi l l ion dol lars ($28 per ounce) through 

the combined effects of the Corporat ion's gold and currency 

hedging act iv i t ies. 

Administrative and general expenses: Administrat ive and 

general expenses increased to $ 2 , 1 3 1 , 0 0 0 in 2 0 0 1 from 

$ 1 , 2 9 0 , 0 0 0 in 2 0 0 0 due to increased activity result ing from 

the Corporation becoming an operat ing min ing company, as 

well as one-t ime expenses related to the acquis i t ion of the 

Kemess South mine. 

Net interest expense: Net interest expense dec l ined sub

stant ial ly to $ 9 , 3 4 1 , 0 0 0 from $ 1 5 , 4 3 8 , 0 0 0 in 2 0 0 0 . The 

decrease was attr ibutable to a decrease in the amount of 

debt at December 3 1 , 2 0 0 0 , when a portion of the acqu is i 

t ion bridge debt was reclassi f ied as capi tal secur i t ies. The 

Corporation also benefited from a signi f icant drop in short-

term interest rates dur ing 2 0 0 1 . 

Other: During 2 0 0 1 , Northgate sold its subsidiary, 

Bretzin Mines L imi ted , through which it held a portfolio of 

South Amer ican exploration properties. The Corporation 
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recorded an after-tax gain of $ 1 , 1 5 1 , 0 0 0 on the sale. 

At December 3 1 , 2 0 0 1 , Northgate also had a loan of 

$ 2 . 2 mil l ion outstanding to Yamana Resources Inc. On 

February 2 2 , 2 0 0 2 , Yamana announced that it had signed an 

agreement to sell its silver mine in Argentina, the proceeds of 

which wil l repay the outstanding loan. 

LIQUIDITY AND CAPITAL RESOURCES 
2001 Versus 2000 

At December 3 1 , 2 0 0 1 , the Corporation had a working cap i 

tal def ic iency of $ 2 0 , 3 5 1 , 0 0 0 compared with a def ic iency 

of $ 1 8 , 1 5 4 , 0 0 0 at December 3 1 , 2 0 0 0 . The decrease in 

working capi ta l largely ref lects a reduct ion in concentrate 

inventory at the Kemess South mine. Cash at the end of 

2 0 0 1 amounted to $ 8 0 4 , 0 0 0 compared with $ 2 , 4 1 0 , 0 0 0 at 

the end of 2 0 0 0 . 

Cash flow from operat ions, before changes in working 

capi tal for the year, was $ 1 3 , 4 3 5 , 0 0 0 compared to a cash 

f low def ic i t of $ 1 7 , 7 9 8 , 0 0 0 for the previous year. The pr inc i 

pal use of cash for the year was addi t ions to mineral prop

erty, plant and equipment , primari ly the ongoing construct ion 

of the tai l ings impoundment faci l i ty. 

Based on planned production levels, est imated gold and 

copper pr ices and forecasted Canad ian /US dollar exchange 

rates, it is ant ic ipated that funds provided from operations 

and hedging act iv i t ies and proceeds from new credit fac i l i t ies 

wil l be suff ic ient to f inance planned capi tal expenditures of 

C d n $ 1 5 , 5 0 0 , 0 0 0 for the Kemess South mine in 2 0 0 2 and 

pay interest and pr incipal on debt as they become due. 

On December 19 , 2 0 0 1 , the Corporat ion announced a 

f inanc ing transact ion to raise a total of C d n $ 1 4 0 mi l l ion to 

repay the outstanding capi tal secur i t ies and accrued interest 

and fund qual i f ied exploration expenditures in 2 0 0 2 . The 

f inanc ing compr ises: a C d n $ 2 0 mi l l ion unit offering of c o m 

mon shares and common share purchase warrants; a 

C d n $ 5 . 4 mi l l ion issue of f low-through common shares; a 

C d n $ 2 5 mi l l ion rights offering to current common sharehold

ers of units cons is t ing of common shares and common share 

purchase warrants, underwritten by B .C . Pac i f i c Capi ta l 

Corporation ( "BC Pac i f i c " ) ; and, a C d n $ 9 0 mi l l ion private 

p lacement of 8 % convert ible preferred shares arranged by 

Trilon F inanc ia l Corporation ("Tri lon"). Shareholder approval 

for the transact ion was obtained at a Spec ia l Shareholders ' 

Meet ing held on February 15 , 2 0 0 2 and the Corporation 

expects the transact ion to c lose by the end of the first 

quarter of 2 0 0 2 . 

Outstanding indebtedness: The Corporation closed a six-

year $ 1 0 0 mil l ion syndicated project loan in September 2 0 0 1 

to partially refinance the acquisi t ion bridge f inancing that was 

used to acquire the Kemess South mine in February 2 0 0 0 . 

The repayment terms on the Corporat ion's capi ta l secur i 

t ies were extended to June 2 0 0 2 to faci l i tate the 

Corporat ion's C d n $ 1 4 0 mi l l ion equity f inanc ing . At 

December 3 1 , 2 0 0 1 , pr incipal and accrued interest on these 

instruments total led $ 8 7 , 2 1 9 , 0 0 0 . The Corporation retained 

the right to repay pr incipal and interest in the form of com

mon shares and, as a result, the capi ta l secur i t ies are c lass i 

f ied as equity on the balance sheet. 

Shareholders' deficiency: Shareholders ' def ic iency was 

$ 1 9 , 1 6 8 , 0 0 0 at December 3 1 , 2 0 0 1 compared with a 

def ic i t of $ 1 , 7 5 8 , 0 0 0 at December 3 1 , 2 0 0 0 . The decrease 

was attr ibutable to the loss of $ 9 , 9 1 2 , 0 0 0 and interest on 

the capi ta l secur i t ies of $ 7 , 4 9 8 , 0 0 0 for the year. The 

Corporat ion's capi tal stock consis ts of an unl imi ted number 

of C lass A and Class B preference shares of which none are 

issued, and an unl imi ted number of common shares of which 

3 0 , 2 5 1 , 1 5 6 are issued. 

The Corporation also had 1 5 , 8 7 3 , 0 0 0 unit specia l war

rants and 3 , 8 6 5 , 4 2 9 f low-through specia l warrants outstand

ing at December 3 1 , 2 0 0 1 . Under ly ing these specia l war

rants is a total of 1 9 , 7 3 8 , 4 2 9 common shares. 

ENVIRONMENTAL MANAGEMENT 
Northgate is commit ted to mainta in ing 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 est imates of 

future expenditures. At December 3 1 , 2 0 0 1 , management 's 

est imate of future reclamation and site closure costs was 

$ 1 1 . 5 mi l l ion . This est imate was based on avai lable informa

t ion, inc lud ing prel iminary c losure plans, alternatives and 

appl icab le regulat ions. At December 3 1 , 2 0 0 1 , the 

Corporation had provided for future l iabi l i ty of $ 1 0 . 1 mi l l ion 

and wil l cont inue to accrue for closure costs over the remain

ing mine life. The Corporation has posted a $ 7 . 5 mi l l ion 

bond, held in trust by the Government of Br i t ish Co lumb ia , 

against these future environmental obl igat ions. 

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 ref ining charges that custom smelters charge 

for processing concentrate. These pr ices and charges can 

vary s igni f icant ly from year-to-year and affect the 

Corporat ion's revenue and earnings. Operat ing costs at 

Northgate's Kemess South mine site are largely denominated 

in Canadian dol lars and, as a result, the Corporat ion's U S 

dollar earnings wil l be direct ly affected by f luctuat ions in the 

Canad ian /US dollar exchange rate to the extent that these 

costs are not hedged with forward currency instruments. 

Northgate wil l cont inue to have leverage in its capi tal struc

ture in order to enhance shareholder returns. Changes in 

interest rates, to the extent they are not f ixed, w i l l , therefore, 

have an effect on earnings. 

Al though the Corporation has careful ly prepared its min 

eral reserve and resource f igures and believes that the meth

ods of est imat ing mineral reserves and resources are sound, 

such f igures are est imates and no assurance can be given 

that the indicated recoveries of gold and copper from the 

reserves wil l be realized over the mine l i fe. 

The business of min ing is general ly subject to a number 

of r isks and hazards, inc lud ing operational acc idents , labour 

d isputes, unusual or unexpected geological condi t ions and 

other environmental phenomena, inc lud ing weather. 

Northgate mainta ins insurance against r isks that are typical 

in the min ing industry, but such insurance may not provide 

adequate coverage under all c i rcumstances . 

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 

compl iance 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 col lect ive agreement expired December 3 1 , 2 0 0 1 

and unionized employees have been working without a con

tract s ince that date. At the t ime of writ ing, negotiations were 

cont inuing between the Corporation and the union. 

SENSITIVITIES 
The fol lowing table shows the approximate impact on the 

Corporat ion's consol idated 2 0 0 2 earnings and cash flow due 

to variat ions in pr ices, exchange rates and interest rates, 

based on the projected product ion at the Kemess South 

mine, adjusted for the Corporat ion's 9 5 % interest, if the 

change was to remain in effect for the ful l year: 

Earnings and Cash 

Flow Impact 

Factor Change ($ millions) 

Gold $10.00/ounce 2.8 

Copper $0.01/ lb 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 3 1 , 2 0 0 1 , the Corporat ion's 

reporting and measurement currency was Canadian dol lars. 

For the year ended December 3 1 , 2 0 0 1 , the currency of 

reporting and measurement was changed to the U S dollar. 

The decis ion to adopt the U S dollar as the currency of mea

surement was taken as a result of the cumulat ive effect of 

the fol lowing factors and events: 

(i) The Corporat ion's acquis i t ion of a 9 5 % equity interest in 

the Kemess South mine, which generates $ 9 8 mi l l ion in 

US dollar revenues from the sale of gold-copper concen

trates. 

(ii) The closing of a six-year $ 1 0 0 mil l ion project loan in 

September 2 0 0 1 , which is denominated in U S dollars. 

(iii) New investors who purchased specia l warrants expressed 

an interest in receiving the Corporation's f inancia l 

results reported in US dol lars, in order to be comparable 

with other gold min ing companies of s imi lar s ize in 

North Amer ica . 

OUTLOOK 
Management is encouraged by the strong operat ing perfor

mance at the Kemess South mine fol lowing the complet ion of 

the major maintenance projects in the third quarter. 

Management remains conf ident that further reduct ions in the 

cash operating cost per ounce of gold are achievable. 

Opportuni t ies cont inue to be identi f ied for improving the 

mine's performance. Management also believes that the 

prospects for higher gold and copper prices are excel lent. 

With the Kemess South mine approaching its design cri teria 

and having strengthened its f inancia l posi t ion, Northgate is 

well posit ioned to generate strong results over the long term. 

The Corporation can now focus on growth opportuni t ies, par

t icular ly the Kemess North project, where the upcoming 

dr i l l ing season is expected to commence in June 2 0 0 2 . 
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CONSOLIDATED FINANCIAL STATEMENTS 

MANAGEMENT'S RESPONSIBILITY FOR CONSOLIDATED FINANCIAL STATEMENTS 

The a c c o m p a n y i n g conso l i da ted f i nanc ia l s ta temen ts have 

been prepared by managemen t in a c c o r d a n c e wi th gener

a l ly a c c e p t e d a c c o u n t i n g p r i nc ip les and where appropr ia te , 

ref lect m a n a g e m e n t ' s best es t ima tes and judgemen t . The 

f i nanc ia l in fo rmat ion presented e lsewhere in the annua l 

report is cons is ten t wi th that in the conso l i da ted f i nanc ia l 

s ta tements . 

The Corpora t ion ma in ta ins adequa te sys tems of inter

nal a c c o u n t i n g and admin is t ra t i ve cont ro ls , cons is ten t wi th 

reasonab le cos t . S u c h sys tems are des igned to provide rea

sonab le assu rance that the f i nanc ia l in format ion is relevant 

and re l iab le and that the Corpora t ion 's asse ts are appropr i 

ately a c c o u n t e d for and adequa te ly sa feguarded . 

The Board of Di rectors of the Corporat ion is respons i 

b le for ensu r i ng that managemen t fu l f i l l s its respons ib i l i t i es 

for f i nanc ia l repor t ing and is u l t imate ly respons ib le for 

rev iewing and approv ing the conso l i da ted f i nanc ia l s ta te

men ts and the a c c o m p a n y i n g managemen t ' s d i s c u s s i o n 

and ana lys is . The Board car r ies out th i s respons ib i l i t y p r in 

c ipa l l y through its Aud i t C o m m i t t e e . 

The Aud i t Commi t t ee is appo in ted by the Board and the 

major i ty of its m e m b e r s are not a f f i l i a ted w i th the 

Corporat ion, nor are they involved in the dai ly operat ions of 

the Corporat ion. The Aud i t Commi t tee meets per iod ica l ly wi th 

management and the external audi tors to d i scuss internal 

contro ls , aud i t ing matters and f inanc ia l report ing issues, and 

to sat isfy itself that the respons ib i l i t ies of each party have 

been properly d i scharged . The Aud i t Commi t t ee also reviews 

the conso l ida ted f inanc ia l s ta tements , management ' s d i scus 

s ion and analys is and the external audi tors ' report. Fees and 

expenses for audi t serv ices are reviewed and the engagement 

or reappoin tment of the external audi tors are also cons ide red . 

The Aud i t Commi t tee reports its f ind ings to the Board and 

recommends approval of the conso l ida ted f inanc ia l state

ments for issuance to the shareholders . 

Kenne th G . Stowe Jon A . Doug las 
President and Senior Vice-President and 
Chief Executive Officer Chief Financial Officer 

February 2 2 , 2 0 0 2 

AUDITORS' REPORT TO THE SHAREHOLDERS 

We have aud i t ed the c o n s o l i d a t e d ba lance shee ts of 

Northgate Explorat ion L imi ted as at December 3 1 , 2 0 0 1 and 

2 0 0 0 and the conso l i da ted s ta tements of opera t ions , 

retained earn ings (deficit) and cash f lows for the years then 

ended . These f inanc ia l s ta tements are the responsib i l i ty of 

the Corpora t ion 's managemen t . Our respons ib i l i t y is to 

express an op in ion on these f inanc ia l s ta tements based on 

our aud i ts . 

We conduc ted our aud i ts in accordance with Canad ian 

genera l ly a c c e p t e d aud i t i ng s tandards . Those s tandards 

require that we plan and perform an audi t to obta in reason

able assurance whether the f inanc ia l s ta tements are free of 

mater ia l miss ta tement . An audi t i nc ludes examin ing , on a 

test bas is , ev idence suppor t ing the amounts and d isc losures 

in the f inanc ia l s ta tements . An audi t also inc ludes assess ing 

the accoun t i ng pr inc ip les used and s ign i f icant es t imates 

made by management , as wel l as evaluat ing the overall f i nan

c ia l s ta tement presentat ion. 

In our op in ion , these conso l ida ted f inanc ia l s ta tements 

present fairly, in all mater ia l respects, the f inanc ia l posi t ion 

of the Corporat ion as at December 3 1 , 2 0 0 1 and 2 0 0 0 and 

the results of its operat ions and its cash f lows for the years 

then ended in acco rdance with Canad ian general ly accep ted 

accoun t i ng pr inc ip les . 

Chartered Accountants 

Vancouver , C a n a d a 

February 2 2 , 2 0 0 2 
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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 equ iva len ts 

Concent ra te se t t lements and other rece ivab les 

Inventories 4 

$ 804 
11,738 
8,041 

$ 2 , 4 1 0 

8 , 7 5 5 

1 2 , 0 1 4 

20,583 2 3 , 1 7 9 

Other assets 

Minera l property, plant and e q u i p m e n t 

5 

6 

10,329 
205,271 

1 2 , 9 2 9 

2 1 4 , 2 6 7 

$ 236,183 $ 2 5 0 , 3 7 5 

LIABILITIES AND TOTAL SHAREHOLDERS' EQUITY 
Current liabilities 
A c c o u n t s payable and acc rued l iab i l i t ies 

Shor t - term deb ts 

Current port ion of cap i ta l lease ob l iga t ions 

Current port ion of long-term debt 

7 

9 

10 

$ 21,389 
5,886 
2,659 

11,000 

$ 2 7 , 3 6 8 

1 1 , 0 6 3 

2 , 9 0 2 

40,934 4 1 , 3 3 3 

Promissory note 

Cap i ta l lease ob l iga t ions 

Long- term debt 

S i te c losure and rec lamat ion ob l iga t ions 

8 

9 

10 

11 

5,064 
103,162 

10,048 

4 , 8 9 3 

7 , 4 5 6 

1 0 3 , 8 6 7 

1 0 , 5 0 2 

159,208 1 6 8 , 0 5 1 

Non-con t ro l l i ng interest 8,924 9 , 0 4 4 

Shareholders' equity (deficiency) and capital securities 
Capi ta l secur i t i es 

Shareho lde rs ' equi ty (def ic iency) 

12 

13 

87,219 
(19,168) 

7 5 , 0 3 8 

( 1 , 7 5 8 ) 

68,051 7 3 , 2 8 0 

$ 236,183 $ 2 5 0 , 3 7 5 

Subsequent events (Note 13(D)) 

The accompanying notes form an integral part of these financial statements 

Approved by the Board 

Terry A . Lyons, Director Pat r ick D. Downey, Director 

CONSOLIDATED FINANCIAL STATEMENTS 



CONSOLIDATED STATEMENTS OF OPERATIONS 

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

Note 2001 2000 

R e v e n u e $ 98,363 $ -

Opera t ing cos ts 

Admin is t ra t i ve and general 

71,579 
2,131 1 , 2 9 0 

73,710 1 , 2 9 0 

Earn ings before interest, taxes, deprec ia t ion and dep le t ion 24,653 ( 1 , 2 9 0 ) 

Other expenses : 

Deprec ia t ion and dep le t ion 

Net interest 

Explorat ion 

Cur rency t rans lat ion losses 

M i n i n g and cap i ta l taxes 

Ga in on sa le of a subs id ia ry 

Non-con t ro l l i ng interest 

8 

24,152 
9,341 

840 
163 

1,340 
(1,151) 

(120) 

1 5 , 4 3 8 

3 4 

6 , 2 2 8 

Loss for the year $ 9,912 $ 2 2 , 9 9 0 

Loss per share $ 0.58 $ 0 . 7 6 

Weighted average shares outstanding: 
B a s i c 

D i lu ted 

30,251,156 
144,192,323 

3 0 , 2 4 8 , 2 4 6 

3 0 , 4 8 4 , 8 6 9 

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 , 7 6 0 

Loss for the year (9,912) ( 2 2 , 9 9 0 ) 

Interest on cap i ta l secur i t ies 12 (7,498) — 

Deficit at end of year $ (31,640) $ ( 1 4 , 2 3 0 ) 

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 

Non -cash i tems: 

Deprec ia t ion and dep le t ion 

Ga in on sale of subs id ia ry 

Non-con t ro l l i ng interest 

Unrea l i zed cur rency t rans la t ion losses 

Amor t i za t ion of deferred f i nanc i ng charges 

$ (9,912) 

24,152 
(1,151) 

(120) 
163 
303 

$ ( 2 2 , 9 9 0 ) 

3 , 8 6 6 

1 , 3 2 6 

Changes in non-cash operat ing work ing cap i t a l : 

Concent ra te se t t lements and other rece ivab les 

Inventories 

A c c o u n t s payable and acc rued l iab i l i t ies 

13,435 

(3,356) 
3,973 

(6,797) 

( 1 7 , 7 9 8 ) 

1 , 8 9 0 

1 0 , 0 7 0 

7,255 ( 5 , 8 3 8 ) 

Investments 
Acqu i s i t i on of subs id ia ry 

Cash acqu i red on acqu is i t i on of subs id ia ry 

Add i t i ons to other assets 

Proceeds received f rom investments 

Add i t i ons to minera l property, p lant and equ ipmen t 

3 

3 

(2,405) 
4,621 

(15,156) 

( 1 8 7 , 4 5 1 ) 

2 , 1 0 5 

( 1 , 7 0 9 ) 

3 6 , 1 4 5 

(12,940) ( 1 5 0 , 9 1 0 ) 

Financing 
Repayment of lease f i n a n c i n g 

Repaymen t of debts 

Debts issued 

Draw on cap i ta l secur i t i es 

(2,635) 
(12,687) 
14,719 
4,682 

1 5 8 , 3 2 2 

4,079 1 5 8 , 3 2 2 

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

(1,606) 
2,410 

1 , 5 7 4 

8 3 6 

Cash and cash equivalents at end of year $ 804 $ 2 , 4 1 0 

Supplementary information 
Cash paid dur ing the year for: 

Interest 

Taxes 
$ 
$ 

6,137 $ 2 , 3 9 9 

$ -

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 3 1 , 2000 
(Note 3) and, as a result, these financial statements do not 
include operations of the Kemess South mine for the year ended 
December 3 1 , 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 3 1 , 2 0 0 1 , 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 3 1 , 2 0 0 1 , 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. 

I. 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 assets. Actual results could differ from those estimates. 
L. Earnings Per Share 
During fiscal 2 0 0 1 , the Corporation retroactively adopted the 
new provisions of Section 3 5 0 0 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 9 5 % of the net cash flow of the 
Kemess South mine. On December 3 1 , 2000 , this royalty inter
est was exchanged for a 9 5 % 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: 

NOTE 4 

Working capital $ 7,931 
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 

INVENTORIES 
Inventories comprise the following: 

2001 2000 

Concentrates and metal inventory 
Supplies 

$ 2,604 
5,437 

$ 7,266 
4 ,748 

$ 8,041 $ 12,014 

NOTE 5 
OTHER ASSETS 

2001 2000 

Restricted cash (A) 
Deferred financing charges 
Other 
Notes receivable (Note 8) 

$ 7,535 
2,762 

32 

$ 8 ,003 
379 

35 
4 ,512 

$ 10,329 $ 12,929 

A. Restricted Cash 
A subsidiary of the Corporation has pledged $7 ,535 ,000 at 
December 3 1 , 2001 ($8,003,000 at December 3 1 , 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 $ — $ 15,702 $ 1 5 , 7 0 2 

Plant and equipment 213,721 24,152 189,569 1 9 8 , 5 6 5 

$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) $ 2,118 $ 3,397 
Working capital facility (B) 3,768 — 
Working capital facility (C) — 7,666 

$ 5,886 $ 11,063 

A. Loan Facility 
The Corporation entered into a loan agreement with an affiliate 
of Trilon for up to $ 4 , 0 0 0 , 0 0 0 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, 
2 0 0 1 . On December 15, 2 0 0 1 , the loan facility was extended 
until June 30 , 2 0 0 2 . 

B. Working Capital Facility 
On September 13, 2 0 0 1 , 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 2 0 0 1 . 

These financial statements have been prepared in accor
dance with accounting principles applicable to a going concern. 
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At December 3 1 , 2 0 0 1 , 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 

Promissory note $ - 5 & 4 ,893 

During 1998 , a subsidiary of the Corporation entered into a 
promissory note agreement (the "Promissory Note") in the 
amount of $ 5 , 5 0 0 , 0 0 0 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 3 1 , 2 0 0 0 to fully repay the out
standing principal and interest, the Promissory Note was pre
sented as long-term liabilit ies. 

During 2 0 0 1 , 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 

2001 2000 

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

$ 5,064 % 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 3 1 , 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 3 1 , 2 0 0 1 , 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) 
Project loan (B) 

$ 14,162 
100,000 

$ 103,867 

Less: current portion 
114,162 
(11,000) 

103,867 

$ 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, 2 0 0 0 
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, 2 0 0 1 , 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, 2 0 0 1 , 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 repayable 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 3 1 , 2001 with similar interest rate terms. On 
December 28, 2 0 0 1 , 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 3 1 , 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. 
(i) 

(ii) 

Share Capital 
Authorized: 
An unlimited number of Class A and Class B preference 
shares and an unlimited number of common shares. 
Issued: 

Number 
of Shares Amount 

Balance, December 31, 1999 30,245,336 $ 12,472 
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)|1) 0.90 
Cancelled (32,000) 0.90 

Balance, end of year 978,000 $0.87 800,000 $0 .9 : 

Exercisable 418,000 300,000 
(1) During 2001, the Corporation paid Cdn$l 1,000 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 3 1 , 2001 
are as follows: 

Exercise Price Expiry Date Outstanding Exercisable 

Cdn$0.92 
Cdn$0.90 
Cdn$0.82 
Cdn$0.75 

December 1, 2004 
December 3 1 , 2005 
May 16, 2006 
April 20 , 2006 

300 ,000 
438 ,000 

40 ,000 
200 ,000 

300 ,000 
70 ,000 

8,000 
40 ,000 

978 ,000 418 ,000 

Under the Plan at December 3 1 , 2 0 0 1 , 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 

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 , 2 0 0 1 , 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, 2 0 0 1 , 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. 

CONSOLIDATED FINANCIAL STATEMENTS 



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 3 1 , 2 0 0 1 . 

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) $ - $ (9,912) 
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% 4 4 . 6 % 
Tax based on statutory 

income tax rate $ (4,032) $ (10,024) 
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 $ 13,559 $ 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 3 1 , 2 0 0 1 , 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 3 1 , 2 0 0 1 , the financial 
statements included short-term debt of $2 ,118 ,000 (2000 -
$11 ,063 ,000) , long-term debt of $ 1 4 , 1 6 2 , 0 0 0 (2000 -
$103 ,867 ,000 ) , capital securities of $ 8 7 , 2 1 9 , 0 0 0 (2000 -
$75 ,038 ,000) and royalty and other accounts payable of 
$6 ,969 ,000 (2000 - $7 ,876 ,000) due to Trilon and its affil i
ates. Interest totalling $ 1 4 , 2 4 7 , 0 0 0 (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 3 1 , 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 2 0 0 1 , these contracts 
were closed out for proceeds of approximately $8 ,000 ,000 . 

As at December 3 1 , 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 3 1 , 2000 , the Corporation had sold forward 
$14 ,000 ,000 to purchase Canadian dollars for value March 3 1 , 
2001 at a rate of Cdn$1.44. The unrealized loss on these for
eign exchange contracts was approximately $2 ,485 ,000 at 
December 3 1 , 2000 . 

During 2 0 0 1 , 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 3 1 , 
2 0 0 1 . As at December 3 1 , 2 0 0 1 , 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 3 1 , 2002 as the 
options expire. The unrealized gain on these forward sales and 
call option contracts was approximately $4 ,649 ,000 at 
December 3 1 , 2 0 0 1 . 

At December 3 1 , 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 3 1 , 2002 at a rate 
of Cdn$1.44. The unrealized loss on these foreign exchange con
tracts was approximately $2 ,900 ,000 at December 3 1 , 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 : 5 .438 (3,166) (0,6610 ; i , 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 $ 080 

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 $ i 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 18,700 

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 $24,471 $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 
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