


Shore Gold Inc. is a Canadian-based mineral
and precious gems exploration and
development company with its head office in
the city of Saskatoon, Saskatchewan. The
Company’s mineral properties portfolio
covers a diverse range of commodities
including diamonds, gold and copper.

The Company continues to focus its
financial and technical resources on further
exploring its Star Diamond Property where
work recently commenced on a bulk sample
program intended to extract as much as
25,000 tonnes of kimberlite from which up
to 3,000 carats are to be recovered. This
sample will allow the Company to determine
an average value of the diamonds recovered.

The common shares of Shore Gold Inc. trade
on the TSX Venture Exchange (TSXV)
under the trading symbol “SGF”.

The Annual General Meeting of the
Shareholders of Shore Gold Inc. will be held
in Saskatoon at the Radisson Hotel in the Da
Vinci Room at 11:00 AM on Thursday, May
15, 2003. Shareholders are encouraged to
attend. Those unable to do so should
complete the form of Proxy included with
the Shareholder Information Circular and
forward it to Valiant Corporate Trust
Company no later than 24 hours before the
meeting.
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Drilling freeze holes prior to shaft sinking.
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It may have appeared to those outside the company that 2002 was a year with little activity – however, nothing
could be further from reality. Whilst only one core hole was drilled on the Star Diamond Property (Star 32)
during the year, a considerable amount of additional work was completed at the site by Company personnel as
well as by the Geological Survey of Canada (“GSC”) in conjunction with the Saskatchewan Geological Survey
(“SGS”). This resulted in the announcement in early December that all necessary approvals had been received
to proceed with the bulk sampling of the Star kimberlite. In addition, management devoted a considerable
amount of time during 2002 to ensuring that the company was adequately funded to allow the bulk-sampling
program to proceed without constraint.

The bulk sample is designed to recover a parcel of diamonds, ideally in excess of 3,000 carats, that will enable
an accurate assessment of the value of a typical parcel of stones. Given the extent of the Star kimberlite, it was
necessary to select a location for the sample that would allow the sample to be representative of the entire body
and not just one discrete location. While the sample will help to give an indication of grade for a part of the Star
kimberlite, further work will be necessary in 2004 to more accurately calculate the grade for the entire kimberlite
body.

The prospectus offering that was commenced in late 2001 was completed; over-subscribed, in March of 2002.
A private placement was completed in August with Magma Diamond Resources Ltd (“Magma”), a privately
owned company with extensive expertise in the evaluation and financing of diamond projects worldwide. As a
result of this financing, Magma holds a 7.4% interest in Shore, however should they chose to exercise their share
purchase warrants, that interest would increase to 12.3%. Magma’s major shareholders include the Steinmetz
Diamond Group (a major diamond trading group) and Bateman Engineering – a world leader in the design and
construction of diamond recovery plants. Finally, in December, a series of private placements with clients of
Kingsdale Capital of Toronto was completed. This resulted in Shore ending the year in a very healthy financial
situation.

The additional work, both on site and by consultants
(including AMEC E & C Services and ACA Howe
International), involved the modelling of diamond
distribution across the Star kimberlite based on diamonds
recovered from core holes. Diamond distribution was
compared and correlated with the geology observed in the
core holes, which helped in the selection of a site from
which the bulk sample would be recovered. The GSC and
SGS completed the logging of all the core holes with both
a 3D and a 2D seismic survey across the star kimberlite.
“Down the hole” geophysics was also completed on several
holes in the thicker portion of the kimberlite.

Much thought was given to the selection of the method of
taking the bulk sample. The 24” diameter hole completed
in 2001 provided valuable information on that drilling
technique in addition to which alternative methods
analyzed included the use of large diameter core holes, a
small open pit, and the eventual choice of a small
diameter, vertical shaft with a number of cross cuts into
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Kenneth E. MacNeill
Chief Executive Officer

the kimberlite. This will enable a wider sample area and should result in a good
representation of the kimberlite within a radius of approximately 200 metres
around the shaft location.

As part of the evaluation of the recovery method for this sample and the
practicality of sinking a shaft through unconsolidated till, a number of
geotechnical holes were drilled into the overburden and core samples taken. A
series of test wells were also established to test the permeability of the
overburden and the location of any possible water bearing horizons. Following
the analysis of these results, the decision was made to award the mining contract
to Thyssen Mining and Construction Ltd. (“Thyssen”) of Regina,
Saskatchewan.

The kimberlite recovered from the shaft will be processed on site in a modular,
10 tonne per hour diamond recovery plant that has been designed and
constructed by Bateman Engineering of South Africa. In order to ensure that
the plant is operated to the very highest standard, the operational aspects
(including final diamond recovery) will be awarded to a consulting firm highly
regarded internationally for its expertise in this area. This plant should be fully
operational onsite by the end of the second quarter of 2003 being the time when
Thyssen expects to intersect kimberlite in the shaft. It is intended that the
sample will be processed concurrently with the mining activities to avoid
stockpiling of kimberlite. The sampling program should be complete by the end
of the final quarter of 2003, with the complete analysis of the data, including
the valuation of the recovered diamonds, available shortly thereafter.

Management’s expectation that gold prices would unlikely remain depressed for
much longer, led to the decision during the year to consolidate and to add to
the Company’s gold property portfolio in Saskatchewan. ACA Howe
International Limited is currently performing a review of all historical data
associated with these properties intended to identify the most promising targets
for further exploration. 

Finally, I would be remiss not to mention Hugo Dummett. In June of last year,
we were delighted to welcome Hugo onto the Board of Directors. Hugo’s
diamond exploration expertise and his extensive knowledge of diamond mine
development, together with his personality would have been a major asset to the
Company. Sadly, Hugo was killed in a car accident in South Africa at the end of
August leaving a major void; not only in his family, but also in the Canadian
diamond exploration industry. We are sure that all shareholders will join us in
extending sympathies to his wife Nora and their children.

We believe that 2003 will be a significant year both for Shore Gold Inc. as well
as for the wider diamond exploration effort in Saskatchewan and we would like
to thank all shareholders for their continued support.



Shore’s primary exploration focus continues to be
targeted on the Star Diamond Project, consisting of
15 contiguous mineral claims totaling 4,608 hectares.
Shore has a 100% working interest in these claims, as
well as an additional 25,120 hectares in the Fort à La
Corne Kimberlite Field, where seventy-three
kimberlites have been drill tested to date, and the
economic evaluation of two kimberlites is currently
underway. Shore is working on the Star, and the
FALC JV has been concentrating its efforts on the
body known as 140/141. The project site is
conveniently situated only 60 kilometres east of
Prince Albert, Saskatchewan, from which it is readily
accessible by paved highways, a grid gravel road
system and an extensive network of forestry roads,
passable year round to high-clearance two-wheel drive
vehicles.

2002 was an aggressive year spent in the planning and
initial implementation of the Star Kimberlite bulk
sample.  Although several options were considered
how best to acquire this sample, it became apparent
that obtaining the tonnage from a vertical shaft and
horizontal crosscuts was the most efficient in both
cost effectiveness and assurance of a high quality
sample.

Once environmental permits were received on
November 28th 2002, the program rapidly got
underway.  The program is designed to extract up to
25,000 tonnes of kimberlite, all of which will be
processed on site in a 10 tonne per hour dense media
separation (“DMS”) plant that will allow processing
to keep pace with kimberlite extraction activities.
Estimated stone recovery predicts that a parcel of
3,000 to 5,000 carats will be recovered for the
purpose of diamond evaluation.  The budget for this
work is estimated to be C$6,000,000 to
C$8,000,000.

In order to stabilize the ground conditions to ensure
safe sinking, the ground will be pre-frozen by drilling
approximately 20 freeze holes in a circular pattern
around the shaft.  This will be followed by the
construction of the shaft collar; pre-sink activities and
erection of the head frame.  While sinking through
the overburden, the DMS plant will be commissioned
to accommodate the processing of the kimberlite
when intersected in June/July.  Based on the
estimated excavation rates in the shaft and drifts,
completion of the program should occur before the
end of 2003. 

In preparation for the bulk sample,
AMEC E&C Services Ltd. was
contracted to investigate the stone size
and frequency of the diamond
distribution within the kimberlite and
how those distributions are
characterized across the body.  Based on
the data at the time of the investigation,
AMEC concurs that the shaft location is
favorable, as the diamond distribution
appears to be fairly homogeneous.

Investigative research by the Geological
Survey of Canada (“GSC”) as part of a
Targeted Geoscience Initiative Program
with Saskatchewan Industry and
Resources is in full swing.  This
currently includes extensive core logging
from the 36 core holes previously drilled
on the Star Kimberlite; geochemistry;
biostratigraphy; borehole geophysics
and age dating.  This research has been
highlighted by 2D and 3D seismic
surveys conducted on the Star
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Kimberlite in November and December of 2002.
Final processing of this survey is currently underway
and completion is expected by early spring, 2003.
These studies will assist in the understanding of the
emplacement events and morphology of the Star
Kimberlite, which may eventually help in the
understanding of grade and diamond distributions
throughout the entire kimberlite.

The Star Kimberlite is an enormous, laterally
continuous body with a surface area over 1.5 square
kilometers, and estimated tonnages of over 500
million tonnes.  The surface topography of the Star
Kimberlite, interpreted from the drilling, clearly
shows a raised cone/crater-like shape around the pipe.
The majority of the kimberlite is composed of bedded
olivine crystal tuffs, which have been reworked in
some areas.  This large package of airfall kimberlite is
rooted by a major feeder pipe, the first to be
discovered in the Fort à La Corne kimberlite field, in
which vent or diatreme kimberlite is intersected
downwards from approximately 260 metres.
Transitional fine grained hypabyssal kimberlite is also
encountered at deeper intervals within the kimberlite.

The Fort à la Corne area is host to a northwest-
trending kimberlite province some 50 km long by 30
km wide. The major part of this province is under
investigation by a consortium of companies including
De Beers, Kensington and Cameco, collectively
termed the FALC JV.  Some 73 kimberlitic bodies
have been drilled to date, distributed along at least
three linear trends.  Published maps indicate that the
southeast extrapolations of the trends converge on the
Shore property, which may suggest that the main
trends represent radial feeder zones emanating from
the vicinity of the Star Kimberlite.  The areas of the
individual bodies range from 2.7 to over 200 hectares,
and their estimated tonnages range between 0.03 to 1
billion tonnes.  The FALC JV has reported diamonds
of up to 3.335 carats, with values up to US $450 per
carat.
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P. Machiboda Engineering Ltd. conducting the field investigation for an in depth geotechnical and hydrogeological
study during the planning phase for the Star Kimberlite bulk sample.



Shore acquired its largest claim block in early 1996
and commenced exploration with a low altitude
helicopter-borne magnetic survey that was followed
up by drill testing of the main anomalies.  One
anomaly was in the northeast of the survey area and
another major complex zone was situated in the
northwest corner.  Every hole intersected
diamondiferous kimberlite however the most
encouraging results came from the complex zone to
the northwest; now termed the Star Kimberlite.  A
second phase of core drilling commenced in January
2000 to further delineate the diamondiferous Star
Kimberlite with 15 NQ sized core holes and one
larger diameter PQ sized core hole. 

Pyroclastic kimberlite was correlated over an area
extending 1.5 km north-south and 1.0 km east-west.
Again, every hole intersected diamondiferous
kimberlitic sequences.  A total of 320 diamonds were
returned from 1,494.5 kg of core, of which 76 were
classified as macrodiamonds (> 0.5 mm in one or
more dimensions).  The largest stone recovered from
this program was a 2 mm fragment.

Geological interpretation indicated that a major
eruptive centre was almost certainly located in the
west of the drilled kimberlite zone.  Seven additional
holes were planned to locate this feeder zone, and to

explore the lateral extent of the kimberlite.  Star 20
was successfully targeted on the interpreted pipe and
intersected kimberlite from approximately 90 metres
from surface down to a depth of 627 metres.  The
continuity and homogeneity within the different
phases of the intersection indicated that the hole was
drilled in a substantial pipe.

A total sample of 626 kilograms of split kimberlite
core was taken over a continuous interval down to
399.2 metres.  The sample from Star 20 returned a
total of 171 diamonds, of which 46 were macros.
These 46 macros accounted for approximately 87%
of the weight of diamonds recovered from the hole,
and diamonds greater than 1 mm represented
approximately 71% of the total weight.

In July and August of 2001 a series of small diameter
holes were drilled to assist the delineation of the
kimberlite pipe discovered in the earlier 2000-2001
drilling program.  Three holes (Star 24, 25 and 26)
intersected the pipe at various depths, while four
other holes were drilled in other parts of the Star
Kimberlite.  From all the holes sampled in 2000 and
2001, 84% of the weight of diamonds recovered were
macros, and those stones larger than 1.0 mm in one
dimension have represented approximately 60% of
the total weight of recovered diamonds.
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P
ro

pe
rt

y 
D

is
cu

ss
io

ns

Background History

Diamonds from the Star Kimberlite. Largest diamond in photograph is 0.64 carats.



Following the July–August phase of drilling, Shore
drilled one large diameter (24 inch) reverse
circulation (RC) hole. This hole, Star 31RC,
intersected 192.37 metres of kimberlite and was
terminated in kimberlite at a depth of 295.6 metres as
a result of mechanical failure.  82.7 tonnes of dry
kimberlite chips was processed at the De Beers’
facility in Alberta, in the presence of independent
observers from each of Shore and ACA Howe
International Limited.  The DMS plant produced a

heavy mineral concentrate of 394.5 kilograms that
was divided in half between De Beers and Lakefield
Research for final stone recovery.  De Beers’ recovered
85 diamonds caught in and above their standard Class
1 diamond sieve and Lakefield recovered 98
diamonds caught in or above a 1.18 mm square mesh
sieve. The two largest stones recovered by Lakefield
(both of which are fragments) weighed 0.638 and
0.402 carats. The largest stone recovered by De Beers
weighed 0.385 carats.

72002 A/R

Air mag draped over topographic surface.

Kimberlite upper surface.

Kimberlite lower surface.

Shore Gold Shaft Location

Star Kimberlite

FALC JV Body 140/141

Aerial from the Star Kimberlite.
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Fork Lakes
The Company holds a 100% working interest in the
Fork Lakes property that includes the previously
mined Jasper Mine and numerous satellite gold
showings. Reassessment of potential reserves and
resources is currently underway by independent
international mining consultants.

The Fork Lakes property, located 130 km north of La
Ronge Saskatchewan, comprises 6423 ha over ML
5453 ML 5493 and ML 5494. The Fork Lakes
project lies within the western part of the La Ronge
lithostructural Domain and consists of supracrustals
of varying sedimentary and volcanic parentage that
are invaded by a diverse suite of ultramafic to granitic
intrusives. The southern part of the north trending
mainly mafic-intermediate Star Lake intrusive
occupies the central portion of the dispositions. The
Island Lake predominantly felsic intrusive occupies
the eastern portion of the dispositions, whereas the
western portion consists of a well bedded sequence of
intermediate to mafic tuffs, flows and sediments.

Exploration and drilling on the Fork Lakes property
started in 1986 with SMDC conducting mapping
and prospecting programs throughout the mineral
leases. The mapping program delineated 3 major
northeast trending shear zones in the Broeder Lake
area, which contained dykes, quartz veins and
localized sulphide occurrences. In 1987, further
detailed exploration occurred with geophysical
surveys, field mapping and sampling. This program
identified a number of highly auriferous zones which
later became the Jasper Mine. Further work
continued on the Fork Lakes Claims up until 1992,
and resulted in over a dozen significant gold showings
throughout the Fork Lakes Property which are now
being reviewed for potential economic targets.

Tamar Lake
The Tamar Lake gold project in which the Company
holds a 100% working interest consists of five mineral
claims, S98275 to S98279, totaling 80 hectares and is
almost totally enclosed by Shore Gold’s Fork Lakes
claim ML 5453. It is located in the La Ronge Mining
District, Province of Saskatchewan. The Tamar
showing or “Vein 23” is located approximately 0.8
km north of Lower Fork Lake and is 500 m south of
David Lake.

The Tamar gold showing is an intrusion associated
shear hosted gold zone within plutonic,
metavolcanics in the La Ronge lithostructural
Domain. The initial exploration program completed
in 1961, revealed significant intersections of gold of
up to 1.16 oz/ton over 1.2 m and 0.71 oz/ton over
3.7 m. Between 1984 and 1988 a substantial amount
of diamond drilling, geophysical and field exploration
(including trenching and chip sampling) was carried
out on the Tamar claim with positive results.

The Tamar gold showing occurs as a strong,
persistent, 50°-trending, 80° northwest dipping shear
zone, with a ribbon-like quartz schist texture that
cross-cuts the eastern contact between a north-
striking band of carbonatized and chloritized mafic
volcanic flows and the Star Lake Pluton. The 520 m
long and up to 24.5 m wide shear zone transects the
contact between metavolcanics to the southwest and
granodiorite-diorite to the northeast. Pyrite and
minor chalcopyrite mineralization occur within the
shear zone in chloritized and carbonatized units,
within quartz veins and lenses found in the shear zone
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and less commonly within sheared wall rocks. The
gold bearing zones on the Tamar Lake Property are
open along strike and their potential for hosting gold
mineralization remains untested.

Munro Lake
The Munro Lake property consists of one mineral
disposition with a total area of 2,480 hectares. The
project is a joint venture between Shore (the operator)
and Shane Resources Ltd. with Shore owning a 51%
and Shane a 49% working interest. The project area is
located 130-air km northeast of La Ronge,
Saskatchewan and seven km northeast of Claude
Resources’ Seabee Mine/Mill complex. Access is by
float or ski-equipped aircraft, helicopter or the Seabee
winter road.

Munro Lake lies within the Glennie Domain in the
Churchill Structural Province of the Precambrian
Shield. This domain is bound on the west by the
northeast trending Stanley Mission fault and on the
east by the north-south trending Tabbernor fault.
Rock-types include mixed metavolcanics and
metasediments within dominantly granitic and
granodioritic gneisses, migmatites and younger
granitic bodies. The area is well mineralized with both
gold and base metals visible in many locations.
Higher concentrations of these metals are generally
associated with shearing.

In 1994, Shore carried out a limited prospecting
program on the west shore of Munro Lake. Rock
samples from old trenches returned assay values up to
0.41 ounces of gold per ton and 1.62% copper.

In August 1996, a detailed prospecting program
consisting of soil geochemistry and trenching was
completed. Trenches were blasted and dug at five
locations over a 700-metre strike-length and 180 soil
samples were collected at 25 metre intervals along 10
grid lines 100 metres apart. The trench results were
very encouraging with the best results from two
trenches at the southern end of the mineralized zone.
A shear zone 15 metres wide was exposed with 10
metres of intense shearing. Chip sampling was done
on 0.5 metre intervals with average values of 0.06
ounces of gold per ton and 0.7% copper over a width
of 10 metres. A trench 500 metres north exposed 6.5
metres of shearing with average values of 0.06 ounces
of gold per ton, 0.2% copper and 0.13% nickel. The
remaining trenches crosscut a shear 3-6 metres in
width with elevated gold values and copper values

averaging 0.08% to 0.14%. Individual sample values
ran as high as 0.20 ounces of gold per ton and 2.43%
copper. The soil sampling results showed anomalous
values for gold and copper across the property. 

Jojay
Jojay is located 150 km northeast of La Ronge,
Saskatchewan and the project is a joint venture
between Cameco Corporation (51%), Claude
Resources Ltd. (34%) and Shore (15%). Over 12,000
metres of diamond drilling has been completed on
the property and this work has outlined an indicated
resource of 110,000 tonnes grading 0.26 ounces of
gold per tonne and an inferred resource of 200,000
tonnes grading 0.26 ounces of gold per tonne.

The resource is a mesothermal volcanic associated
shear hosted gold-copper deposit located adjacent to
and paralleling an intensely deformed, north-
northeasterly trending sedimentary-volcanic contact,
with mafic volcanics on the east in faulted contact
with rhyolites and rhyodacites and westerly lying
metasediments. Gold occurs predominantly in “free”
form, hosted in a steeply west dipping quartz-
carbonate stockwork, and to a lesser extent,
pyrrhotite, chalcopyrite, biotite and tremolite located
in and along vein/wallrock contacts.

The three zones of potentially economic gold
mineralization are (in order of increasing distance
from the sedimentary-volcanic contact) The Red
Zone, The Blue Zone, and the Orange Zone. At
present, these zones are still open at depth to further
exploration.

Exploration Manager Kirsten Marcia examining core.
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Shore Gold Inc. is a Canadian-based mineral and
precious gems exploration and development company
with head office situated in the City of Saskatoon,
Saskatchewan. The Company’s management is made
up of a core group of individuals; each with a number
of years of experience in their respective area of
expertise primarily in the mining industry. The
management of Shore assumes responsibility for the
existence of appropriate information systems,
procedures and controls to ensure that information
used internally and disclosed externally is complete
and reliable. The Board of Directors of the Company
and the Audit Committee maintain an oversight role
to ensure the integrity of reported information.

Shore Gold Inc. currently controls; either wholly
owned or via joint venture, a number of various stage
exploration properties. These properties target a
number of commodities including primarily gold and
diamonds. Management’s vision for the Company is
to responsibly advance these properties to the point
where a production decision is achieved or conversely
a decision is made not to expend any further resources
on them. In order to accomplish this vision,
management is acutely aware of the need to obtain
the necessary funding for these objectives through the
issuance of additional treasury shares. Management
endeavors to minimize the dilutive effects of so doing
by using its best efforts to provide added value for all
shareholders.

During the past several years, the primary focus of
such activities has been the Star Diamond property
where previously reported diamond discoveries have
suggested that further sampling be carried out to
achieve an accurate assessment of the value of a
typical parcel of stones. The Company has assembled
sufficient information with respect to this resource
from previous exploration programs whereby in order
to move closer to a determination of the economic
viability of the kimberlite body, the next logical step
is to carry out a bulk sample whereby a parcel of up
to 3,000 carats of diamonds are recovered. 

In 2001, various alternatives were considered to
obtain a maximum sample size of 25,000 tonnes. The
three alternatives considered included; an additional
250 reverse circulation 24” or 36” holes; the
development of a small open pit or the sinking of an
exploration shaft to a maximum depth of 300 metres
with a number of drifts extending out from the main
shaft. For a number of reasons (cost; environment;
potential ease of future follow-up exploration), the
exploration shaft alternative was selected.

Once the method of obtaining the sample was
decided, a budget was put together and the necessary
funding was raised in late 2001 and 2002. The
program has been estimated to cost between
$6,000,000 and $8,000,000. The Company does not
generate cash inflows from any of its properties and as
such, private placements (brokered and non-
brokered) were undertaken in 2002 to raise the
remaining necessary funds to commit to the program
resulting in 8,085,643 shares being issued for gross
proceeds of $6,740,559.

The completion of this program will be
management’s main objective during 2003. Work
started on the program in December of 2002 and is
forecast to be complete in the latter part of 2003.

As a result of the share issuances in 2002, Shore’s
balance sheet has improved considerably from 2001
with working capital being $5,554,177 at December
31, 2002 as compared to $335,499 at December 31,
2001. During 2002, the Company expended
approximately $1,161,000 towards capitalized
exploration work. The majority of this work was
carried out on the Star Diamond property ($982,000)
with the remainder being incurred to acquire (or
increase Shore’s ownership interest) in several gold
target properties. 

Shore Gold’s headframe for the Star Diamond Project.



The private placements previously discussed together
with the exercise of warrants and options resulted in a
total of 9,672,621 additional shares being issued
during 2002 for total gross proceeds of
$7,481,824.30 for average gross proceeds per share
issued of $0.77.

Shore does not currently generate any revenue from
any of its properties however showed an increase in
revenue due to increased interest income ($44,762 in
2002 vs. $6,005 in 2001) associated with its large
cash reserve from the previously discussed share
issuances. The Company invests excess cash reserves
in varying term interest-bearing instruments to
ensure easy access to these reserves when required to
fund ongoing operations while maximizing the rate of
return to the Company.

Operating costs increased by $276,098 in 2002
compared to 2001 ($881,647 vs. $605,549). The
largest differences were associated to a significant
increase in corporate development expenditures
($207,931 in 2002 vs. $125,365 in 2001) resulting
primarily from the increased investor interest in Shore
Gold Inc.’s activities and in taking Shore’s story to
potential new investors associated with the share

offerings undertaken in 2002. Also, consulting
professional fees saw a significant increase in 2002
compared to 2001 ($427,240 vs $245,655
respectively) principally due to financing fees of
$187,500 incurred in 2002 that were not eligible to
be included in share capital as share issue costs.

The Company does not currently have any producing
properties. Company’s management continues to
focus its efforts on the development of its
Saskatchewan land holdings, primarily the Star
Diamond property. With the recent increase in gold
prices, a review of the Company’s gold properties has
commenced and depending on available cash
resources, efforts may be undertaken to further
advance these properties in 2003. The ability of the
Company to continue exploration will be dependent
upon the results of its exploration programs and its
ability to obtain the necessary financing to further
explore and develop its Saskatchewan properties. 

112002 A/R

New access road to the Star Diamond Project.
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Auditors’ Report

To the shareholders of Shore Gold Inc.:

We have audited the balance sheet of Shore Gold Inc. as at December
31, 2002 and the statements of loss, deficit and cash flows for the
year then ended. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

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

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

The financial statements as at December 31, 2001 and for the year
then ended were audited by other auditors, who expressed an opinion
without reservation on those statements in their report, dated January
28, 2002.

KPMG LLP
Chartered Accounts

Saskatoon, Canada
February 14, 2003

The accompanying financial statements of Shore Gold Inc. are the
responsibility of management and have been approved by the
Board of Directors.

Management in conformity with Canadian generally accepted
accounting principles has prepared the financial statements. The
financial statements include some amounts that are based on best
estimates and judgements. Financial information used elsewhere
in the annual report is consistent with that in the financial
statements.

The management of the Company, in furtherance of the integrity
and objectivity of data in the financial statements, has developed
and maintains a system of internal accounting controls.
Management believes the internal accounting controls provide
reasonable assurance that financial records are reliable and form a
proper basis for preparation of financial statements and that assets
are properly accounted for and safeguarded. The internal
accounting control process includes management’s
communication to employees of policies that govern ethical
business conduct.

The Board of Directors carries out its responsibility for the
financial statements in this annual report principally through its
audit committee, consisting primarily of outside directors. The
audit committee reviews the Company’s annual financial
statements and recommends their approval to the Board of
Directors. The shareholders’ auditors have full access to the audit
committee, with and without management being present.

The shareholders’ auditors, KPMG LLP, Chartered Accountants,
in accordance with Canadian generally accepted auditing
standards, have examined these financial statements and their
independent professional opinion on the fairness of the financial
statements is attached.

Harvey J. Bay, CMA
Chief Financial Officer
Saskatoon, Saskatchewan
February 14, 2003

Management’s

Responsibility for

Financial Statements

Harvey J. Bay
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2002 2001

ASSETS
Current Assets:

Cash $ 5,724 $ 374,846
Cash-in-trust 1,026,172 0
Short-term investments 4,583,816 0
Receivables 57,990 49,755
Prepaids 12,137 0

5,685,839 424,601

Mineral properties (note 2) 4,648,572 4,567,624
Equipment (note 3) 58,515 46,508

$ 10,392,926 $ 5,038,733

LIABILITIES & SHAREHOLDERS’ EQUITY
Current Liabilities:

Payables and accrued liabilities $ 131,662 $ 89,102

Shareholders’ Equity:
Share capital (note 4) 13,330,708 7,961,279
Advances on share purchase units (note 4.l) 1,875,000 0
Deficit (4,944,444) (3,011,648)

10,261,264 4,949,631
Commitments (note 5)
Subsequent event (note 9)

$ 10,392,926 $ 5,038,733

See accompanying notes to financial statements.

On behalf of the Board:

Director Director

Balance Sheets
DECEMBER 31
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2002 2001

Revenue

Interest $ 44,762 $ 6,005

Expenses

Administration 246,476 234,529
Consulting & professional fees 427,240 245,655
Corporate development 207,931 125,365

881,647 605,549

Loss before the undernoted items (836,885) (599,544)

Amortization (15,912) (10,541)
Write-down of mineral properties Amortization (1,079,999) (0)

Net loss (1,932,796) (610,085)

Deficit, beginning of period (3,011,648) (2,401,563)

Deficit, end of period ($ 4,944,444) ($ 3,011,648)

Net loss per share
Basic and diluted (0.07) (0.03)

Weighted average number of shares outstanding 27,104,981 21,462,298

See accompanying notes to financial statements.

Statements of Loss and Deficit
YEARS ENDED DECEMBER 31
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Statements of Cash Flows
YEARS ENDED DECEMBER 31

2002 2001

Cash provided by (used in):
Operations:

Net loss ($ 1,932,796) ($ 610,085)
Non cash items:

Amortization 15,912 10,541
Write-down of mineral properties 1,079,999 0

Cash from (used in) operations (836,885) (599,544)

Net change in non-cash operating working capital:
Receivables (8,235) (40,581)
Prepaids (12,137) 0
Payables and accrued liabilities 42,560 56,790

(814,697) (583,335)
Investing:

Mineral properties (1,160,947) (1,129,471)
Equipment (27,919) (39,404)

(1,188,866) (1,168,875)

Financing:
Issue of common shares (net of issue costs) 5,369,429 1,724,654
Advances on share purchase units 1,875,000 0

7,244,429 1,724,654

Increase (decrease) in cash position 5,240,866 (27,556)

Cash position, beginning of year 374,846 402,402

Cash position, end of year $ 5,615,712 $ 374,846

Cash position consists of cash, cash-in-trust and short-term investments:

Cash $ 5,724 $ 374,846

Cash-in-trust 1,026,172 0

Short-term investments 4,583,816 0

Cash position, end of year $ 5,615,712 $ 374,846

See accompanying notes to financial statements.
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Notes to Financial Statements
YEARS ENDED DECEMBER 31

Operations:

Shore Gold Inc. was incorporated under the Canada Business Corporations Act on April 29, 1985. The Company is engaged primarily in
the exploration for and the development, mining and sale of precious metals and gems.  Substantially all of the Company’s efforts are
devoted to the exploration and development of its mineral properties. Since the closure of the Jasper Mine gold operations in 1992, the
Company has not earned significant revenue and is therefore considered to be in the development stage with respect to its current mineral
property holdings.

1. Significant accounting policies:

These financial statements have been prepared in accordance with Canadian generally accepted accounting principles. Generally accepted
accounting principles require that management make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amount of revenues and expenses
during the year. Areas of significance requiring the use of management estimates relate to the determination of the recoverability of
capitalized mineral exploration costs. Actual recovered amounts could differ from those estimates.

A summary of significant accounting policies is as follows:

Cash

Cash includes cash, cash-in-trust and short-term investments that, on acquisition, have a term to maturity of three months or less. Cash-
in-trust includes amounts in trust with transfer agents or legal firms where there are no restrictions on its use. Short-term investments
consists of deposits in money market funds. Cash position consists of cash and cash equivalents less bank indebtedness as it relates to an
excess of outstanding cheques over cash on deposit.

Mineral properties

All costs related to the acquisition, exploration and development of mineral properties are capitalized. Upon commencement of
commercial production, the related accumulated costs are amortized against future income of the project using the unit of production
method over estimated recoverable ore reserves. Management periodically assesses carrying values of non-producing properties and if
management determines that the carrying values cannot be recovered or the carrying values are related to properties that are allowed to
lapse, the unrecoverable amounts are expensed.

The recoverability of the carried amounts of mineral properties is dependent on the existence of economically recoverable ore reserves; the
ability to obtain the necessary financing to complete the development of such ore reserves and the success of future operations. The
Company has not yet determined whether any of its mineral properties contains economically recoverable reserves. Amounts capitalized as
mineral properties represent costs incurred to date, less write-downs and recoveries, and does not necessarily reflect present or future
values.

When options are granted on mineral properties or properties are sold, proceeds are credited to the cost of the property. If no future
capital expenditure is required and proceeds exceed costs, the excess proceeds are reported as a gain.

Equipment

Equipment purchases are recorded at cost and are amortized using the declining balance method except for leasehold improvements which
are amortized on a straight-line basis over a term equal to the remaining life of the current lease agreement plus one renewal term. On
acquisitions during the year, amortization is calculated at one-half the annual rate. 

Annual amortization rates are as follows:

Computer equipment 30%
Furniture and equipment 20%
Automotive equipment 30%
Leasehold improvements 12.5%
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Income taxes

Future income tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying value of existing assets and liabilities and their respective tax bases. Future income tax assets and liabilities are measured
using enacted or substantially enacted tax rates expected to apply to taxable income in the years in which those temporary differences are
to be recovered or settled.

Loss per share

The Company has adopted the recommendations of The Canadian Institute of Chartered Accountants in calculating the loss per share.
Under these recommendations, the treasury stock method is used to calculate diluted loss per share. Under the treasury method, basic loss
per share is computed by dividing income available to common shareholders by the weighted average number of common shares
outstanding during the year. Diluted loss per share is similar to basic loss per share, except that the denominator is increased to include
the number of additional common shares that would have been outstanding if the potential dilutive common shares had been issued.

Stock-based compensation plan

The Company has a stock option plan that is described in note (4.m). No compensation expense is recognized when stock options are
granted to employees, officers and directors. Any consideration paid by employees, officers or directors upon the exercise of stock options
is credited to share capital.

2. Mineral properties
Fort à la Other Diamond Gold Total
Corne Properties Properties

Balance, December 31, 2000 $ 2,188,590 $ 0 $ 1,249,562 $ 3,438,152

Expenditures during 2001
Acquisition & staking 6,833 6,833
Exploration:

Consulting 278,975 278,975
Recording fees & permits 3,648 3,648
Drilling         546,532 546,532
Geophysical 74,026 74,026
Sampling/assaying 78,800 78,800
Field/project supplies 140,658 140,658

Balance, December 31, 2001 3,318,062 0 1,249,562 4,567,624

Expenditures during 2002
Acquisition & staking 10,310 113,483 65,500 189,293
Exploration:

Consulting 173,394 73,394
Recording fees & permits 11,452 11,452
Drilling 540,764 540,764
Geophysical 623 623
Sampling/assaying 167,479 167,479
Field/project supplies 48,528 48,528
Travel 29,414 29,414
Write-down of mineral properties (1,079,999) (1,079,999)

Balance, December 31, 2002 $ 4,300,026 $ 113,483 $ 235,063 $ 4,648,572

a) Fort à la Corne

At December 31, 2002 the Company holds a 100% interest in the Fort a la Corne property, consisting of certain mineral claims located
in the Fort a la Corne kimberlite field approximately 60 kilometres east of Prince Albert, Saskatchewan. The majority of expenditures
incurred by the Company over the past two years has been on advancing this property in the Fort a la Corne kimberlite field where in
excess of seventy-four kimberlite bodies have been identified and the economic evaluation of two diamond-bearing bodies is currently
underway.



b) Other diamond properties

During the year the Company acquired a 100% interest in two additional diamond properties known as the Foxford/Birchbark and
Weirdale properties for a total of $113,483. These properties are located slightly Northwest of the Fort a la Corne kimberlite field area. 

c) Gold properties

The Company has ownership interests between 15% - 100% in several gold properties located in Northern Saskatchewan. An
independent third party mining engineer firm is currently carrying out a review of all available technical data. Based on the findings of
this firm, the Company may propose work programs on certain of these properties for the ensuing year. For the year ended December 31,
2002, an assessment by management of carried values resulted in the write down of $1,079,999 associated to gold properties that did not
have any work programs carried out on them in the recent past nor had any programs planned for the foreseeable future.

3. Equipment

Equipment is made up of the following:
2002 2001

Cost Accumulated Net Book Net Book
Amortization Value Value

Computer equipment $25,549 $11,072 $14,477 $16,350
Furniture & equipment 22,113 4,296 17,817 8,908
Automotive equipment 25,000 10,125 14,875 21,250
Leasehold improvements 12,306 960 11,346 0

$84,968 $26,453 $58,515 $46,508

4. Share capital
Authorized

The authorized share capital of the Company consists of unlimited common shares.

The common shares of the Company are entitled to dividends pro rated and when declared by the Board of Directors; to one vote per
share at meetings of the shareholders of Shore Gold Inc. and, upon dissolution or any other distribution of assets, to receive pro rated
such assets of the Company as are distributable to the holders of the common shares.

Issued and outstanding

2002 2001
Common Special Common Special

Shares Warrants Amount Shares Warrants Amount

Balance, beginning of year 23,450,703 2,360,910 $ 7,961,279 20,707,216 989,166 $ 6,236,625

Flow-through shares (a) - - - 307,692 153,846 200,000
Flow-through shares (b) - - - 796,653 398,327 517,824
Non flow-through shares (c) - - - 200,000 200,000 130,000
Flow-through shares (d) - - - 1,011,706 505,853 708,194
Non flow-through shares (e) - - - 427,436 213,718 256,462
Issue costs - - - - - (87,826)
Non flow-through shares (f ) 740,701 370,351 444,421 - - -
Non flow-through shares (g) 1,198,676 599,338 1,018,875 - - -
Flow-through shares (h) 572,000 286,000 572,000 - - -
Flow-through shares (i) 3,074,264 1,537,133 2,766,839 - - -
Warrants exercised (j) 1,219,322 (1,219,322) 881,136 - - -
Broker warrants exercised (k) 169,613 - 107,421 - - -
Options exercised (l) 650,000 - 132,500 - - -
Warrants expired (j) - (1,211,588) - (100,000)
Issue costs - - (553,763) - - -

Balance, end of year 31,075,279 2,722,822 $ 13,330,708 23,450,703 2,360,910 $ 7,961,279

2002 A/R 19
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a) Flow-through shares

During 2001 the Company issued 307,692 units for gross proceeds of $200,000. Each unit consisted of one common share in the capital
stock of the Company issued on a flow-through basis and one-half of one common share purchase warrant. The shares issued as part of
the units required that the Company make certain qualifying expenditures deductible for tax purposes on or before December 31, 2002;
the deduction of which flowed through to the shareholder. During 2002, the Company fulfilled the terms of the flow-through share
agreement. Each common share purchase warrant entitled the holder to acquire one common share at an exercise price of $1.10 for a
period of 12 months from the closing date.

b) Flow-through shares

During 2001 the Company issued 796,653 units for gross proceeds of $517,824. Each unit consisted of one common share in the capital
of the Company issued on a flow-through basis and one-half of one common share purchase warrant. The shares issued as part of the
units required that the Company make certain qualifying expenditures for tax purposes on or before December 31, 2002; the deduction
of which flowed through to the shareholder. During 2002, the Company fulfilled the terms of the flow-through agreement. Each
common share purchase warrant entitled the holder to acquire one common share at an exercise price of $0.65 for a period of 12 months
from the closing date.

c) Non flow-through shares

During 2001 the Company issued 200,000 units for gross proceeds of $130,000. Each unit consisted of one common share in the capital
of the Company and one common share purchase warrant. Each common share purchase warrant entitled the holder to acquire one
common share at an exercise price of $0.65 for a period of 12 months from the closing date.

d) Flow-through shares

During 2001 the Company issued 1,011,706 units for gross proceeds of $708,194. Each unit consisted of one common share in the
capital of the Company issued on a flow-through basis and one-half of one common share purchase warrant. The shares issued as part of
the units required that the Company make certain qualifying expenditures for tax purposes on or before December 31, 2002; the
deduction of which flowed through to the shareholder. During 2002, the Company fulfilled the terms of the flow-through agreement.
Each common share purchase warrant entitled the holder to acquire one common share at an exercise price of $0.70 for a period of 12
months from the closing date.

e) Non flow-through shares

During 2001 the Company issued 427,436 units for gross proceeds of $256,462. Each unit consisted of one common share in the capital
of the Company and one-half of one common share purchase warrant. Each common share purchase warrant entitled the holder to
acquire one common share at an exercise price of $0.70 for a period of 12 months from the closing date.

f) Non flow-through shares

During 2002 the Company issued 740,701 units for gross proceeds of $444,421. Each unit consisted of one common share in the capital
of the Company and one-half of one common share purchase warrant. Each common share purchase warrant entitled the holder to
acquire one common share at an exercise price of $0.70 for a period of 12 months from the closing date.
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g) Non flow-through shares

During 2002 the Company issued 1,198,676 units for gross proceeds of $1,018,875. Each unit consisted of one common share in the
capital of the Company and one-half of one common share purchase warrant. Each common share purchase warrant entitled the holder
to acquire one common share at an exercise price of $0.85 for a period of 12 months from the closing date.

h) Flow-through shares

During 2002 the Company issued 572,000 units for gross proceeds of $572,000. Each unit consisted of one common share in the capital
of the Company issued on a flow-through basis and one-half of one common share purchase warrant. The shares issued, as part of the
units requires that the Company make certain qualifying expenditures for tax purposes on or before December 31, 2003; the deduction of
which flows through to the shareholder. Each common share purchase warrant entitled the holder to acquire one common share at an
exercise price of $1.00 for a period of 12 months from the closing date.

i) Flow-through shares

During 2002 the Company issued 3,074,266 units for gross proceeds of $2,766,839. Each unit consisted of one common share in the
capital of the Company issued on a flow-through basis and one-half of one common share purchase warrant. The shares issued, as part of
the units requires that the Company make certain qualifying expenditures for tax purposes on or before December 31, 2003; the
deduction of which flows through to the shareholder. Each common share purchase warrant entitled the holder to acquire one common
share at an exercise price of $1.10 for a period of 12 months from the closing date.

j) Special warrants

On certain issues of common shares, the Company has attached special warrants to the common shares entitling the holder to acquire
additional common shares of the Company. Each whole warrant is exercisable into one common share for a period of 12 months from the
respective closing dates at various prices ranging from $0.65 to $1.10. During 2002, a total of 1,219,322 special warrants were exercised
for gross proceeds of $881,136. The number of outstanding special warrants at December 31, 2002 was 2,627,219 (2,360,910 – 2001),
with expiry dates ranging from March 18, 2003 to December 19, 2003, the exercise of which would result in the issuance of an additional
2,627,219 common shares. Of the special warrants outstanding of December 31, 2001, 1,053,719 were excersised and 1,307,191 expired
unexercised.

k) Broker warrants

On certain issuances of common shares, the company has granted either broker unit warrants or broker warrants as partial consideration
to the agent for services associated to such share issues. Each broker unit warrant entitles the agent to acquire a unit in the capital of the
Company for a period of 12 months from closing at various prices ranging from $0.60 to $0.85. Each unit consists of one common share
of the company and one-half share purchase warrant. Each whole warrant is exercisable into one common share for a period of 12 months
from closing at various prices ranging from $0.70 to $1.00. The number of outstanding broker unit warrants as at December 31, 2002 is
235,743 (97,681 – 2001), with expiry dates ranging from March 19, 2003 to April 23, 2003. Each broker warrant entitles the agent to
acquire one common share of the Company for a period of 12 months from closing at a price of $0.90. The number of outstanding
broker warrants as at December 31, 2002 is 212,103 (0-2001), with expiry dates ranging from December 4, 2003 to December 31, 2003.
The exercise of the broker unit warrants and broker warrants would result in the issue of an additional 565,715 common shares of the
Company.

l) Advances on share purchase units

At December 31, 2002, the Company had received advances on share subscriptions totaling $1,875,000 relating to a private placement of
2,500,000 units at $0.75 per unit. Each unit consisted of one common share and one common share purchase warrant. Each common
share purchase warrant entitled the holder to acquire one common share at an exercise price of $1.10 for a period of 18 months from the
closing date. This sale of units received final regulatory approval in February 2003.
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m) Share option plan

The Company has established a share option plan whereby options may be granted to directors, officers and key employees to purchase
up to an aggregate of 10% of the issued and outstanding shares of the Company. Options granted have an exercise price of not less than
the market price (on the date of grant) of the common shares on the stock exchange on which the shares are traded. Options granted have
varying expiration dates between 4 and 5 years from the date of the grant of the option.

For options outstanding at December 31, 2002 and 2001 weighted average exercise prices are as follows:

2002 Average 2001 Average
Options Price Options Price

Beginning of year 1,950,000 $0.34 1,600,000 $0.27
Options granted 250,000 0.78 350,000 0.68
Options exercised (650,000) 0.20 -  -  

End of year 1,550,000 $0.47 1,950,000 $0.34

For options outstanding at December 31, 2002 the range of exercise prices; weighted average exercise price and the weighted average
remaining contractual life is as follows:

Weighted Weighted
Average Average

Option Price Exercise Remaining
Per Share Number Price Life

$0.15 – 0.50 950,000 $0.32 2.39 years
$0.68 – 0.78 600,000 0.72 3.40 years

1,550,000 0.47 2.78 years

n) Loss per share

Basic loss per common share is computed by dividing net loss applicable to common shares by the weighted average number of common
shares issued and outstanding for the relevant period. Diluted loss per common share is computed by dividing net loss applicable to
common shares by the sum of the weighted average number of common shares issued and outstanding and all additional common shares
that would have been outstanding if potentially dilutive common shares had been issued. The calculation of loss per share amounts is
based on the following:

2002 2001
Numerator:

Loss applicable to common shares $1,932,796 $610,085
Denominator:

Weighted average common shares outstanding 27,104,981 21,462,298

Basic and diluted loss per common share $0.07 $0.03

Excluded from the calculation of diluted loss per common share were the effects of outstanding options and warrants as the effect on basic
loss per share would be anti-dilutive.
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5.  Income taxes

The significant components of future income tax assets and liabilities at December 31, 2002 and 2001 are as follows:

2002 2001
$ $

Future income tax assets:

Non-capital loss carry forwards 1,563,000 1,157,000
Share issue costs 223,000 32,000
Future income tax assets before valuation allowance 1,786,000 1,189,000

Valuation allowance (1,2000,000) (531,000)
Mineral properties (586,000) (658,000)
Future income tax liabilities: 0 0

At December 31, 2002, the Company had operating losses for income tax purposes approximating $3,473,000 that are available to
reduce taxes in future years and expire over the period to the year 2009.

To satisfy its commitments pursuant to the issuance of flow-through shares, the Company is required to incur and renounce
$3,475,000 of qualifying exploration expenditures for tax purposes on or before December 31, 2003.

6. Related party transactions

During the year, management and consulting fees of $448,500 (2001 – 373,469) were paid to directors, officers and companies
controlled by common directors. $ 72,000 (2001-$206,695) of these fees were capitalized as additions to mineral properties; $120,000
(2001-$120,000) were included as administration expense and $256,500 (2001-$46,774) were included as consulting and professional
fees expense. Also during the year, the Company acquired certain property interests from a company controlled by a common director for
total proceeds of $88,590.

The above transactions were in the normal course of operations and are measured at the exchange amount, which is the amount of
consideration established and agreed to by the related parties.
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7. Stock-based compensation

Effective January 1, 2002, the Company adopted the new CICA Handbook Section 3870, which requires that a fair value based method
of accounting be applied to direct awards of stock to employees. Under the new standard, the Company is allowed to continue its existing
policy of recording no compensation cost on the grant of options to employees, however pro forma information is required that reflects
the difference between compensation cost recorded under the intrinsic based methods and costs that would have been recorded under the
fair value based method on awards granted on or after January 1, 2002. The pro forma effect of awards granted prior to January 1, 2002
has not been included.

The standard requires the disclosure of pro forma net earnings and earnings per share information as if the entity had accounted for
employee stock options under the fair value method. The fair value of the stock options issued in the year was determined using the
Black-Scholes option pricing model with the following assumptions: risk-free rate of 4.89%; dividend yield of 0.0%; a volatility factor of
the expected market price of the Company’s shares of 61.46% and a weighted-average expected option life of 4.43 years. On June 4,
2002, the Company granted 250,000 options at a strike price of $0.78. The fair value of these options was determined to be $0.41 per
share. For purposes of pro forma disclosures, the estimated fair value of the options is amortized to income in the vesting period. The
total charge has not been adjusted for any expected forfeiture rate. For the year ended December 31, 2002, the Company’s pro forma
expense attributable to stock options was $102,700 and pro forma net loss for the year ended December 31, 2002 incorporating the fair
value of stock options was $2,035,496 and basic and diluted earnings per share incorporating the fair value of stock options was $0.08.

8. Financial instruments

Financial instruments are initially recorded at cost. The fair values of cash; cash-in-trust; short-term investments; accounts receivable and
accounts payable and accrued liabilities approximate their recorded amounts due to their short-term nature.

9. Subsequent event

By agreement dated August 8, 2002, the Company completed the issuance of 2,500,000 units at a unit price of $0.75 per unit for
aggregate gross proceeds of $1,875,000 (the “Offering”). The Offering consisted of a private placement with one purchaser. Each unit
consists of one common share and one common share purchase warrant. Each common share purchase warrant entitles the holder to
acquire one common share at an exercise price of $1.10 for a period of 18 months from the closing date. This transaction received final
regulatory approval in February 2003.
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